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Karce International Holdings Company Limited

Highlights

M=

The Group’s turnover increased by approximately 3.0 per
cent. to approximately HK$357,996,000.

Loss for the period was approximately HK$7,304,000.

Profit for the period, excluding total impairment loss on
available-for-sale investment of approximately
HK$16,000,000, decreased by approximately 30.0 per cent.
from approximately HK$12,419,000 for the corresponding
period in 2006 to approximately HK$8,696,000.

Bank balances and cash was approximately HK$41,660,000.
Total net assets was approximately HK$411,399,000.

Total indebtedness (including bank borrowings and
obligations under finance leases contracts) of the Group were
approximately HK$71,167,000, representing approximately

17.3 per cent. of the total shareholders’ equity.

Basic loss per share was approximately HK1.34 cents.

TR ES B S RB I DN 493.0% 2 #£9357,996,000/8
7_1: o

N R B 18 497,304,0005% 7T ©
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Interim Results

The board of directors (the “Directors”) of Karce International
Holdings Company Limited (the “Company”, together with its
subsidiaries the “Group”), present herewith to the shareholders
of the Company the unaudited consolidated interim results of
the Group for the six months ended 30 June 2007. The
Company’s audit committee has reviewed the interim results.

Condensed Consolidated Income
Statement

For the six months ended 30 June 2007

ZREXEERRQF ([ARAF] - SEEEM
BramBAel®) vEFxe([EFg)E
HARARBREMAEERE —_TTLFN
A=TBIEREAZRBEZEATHES -
ARBlcEGZESC BT HESE -

Six months ended 30 June

BEAA=THL<EA

2007 2006
—EFTtE TEBERE
HK$°000 HK$'000
FET FET
Note (unaudited) (unaudited)
B 5 (REER) (REEEZ)
Revenue W g 2 357,996 347,687
Cost of sales THE AR (297,546) (283,409)
Gross profit =Sl 60,450 64,278
Other income H A 3 739 1,492
Distribution costs HiHE R (5,409) (5,944)
Administrative and TN R H A
other operating expenses ZiER X (44,349) (44,490)
Finance costs BhE R A 4 (1,993) (1,604)
Impairment loss on AfEERE
available-for-sale investment ZREEE (16,000) —
(Loss)/profit before taxation BrEi AT (B18) w5 F 5 (6,562) 13,732
Taxation I8 6 (742) (1,313)
(Loss)/profit for the period AE (B18) w5 (7,304) 12,419
(Loss)/earnings per share B (BE) BT 7
Basic (HK cents) B GEM) (1.34) 2.26
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Karce International Holdings Company Limited

Condensed Consolidated Balance Sheet

As at 30 June 2007 RZEZE+FA=1+H
30 June 31 December
2007 2006
—TEtE ZTEEXRF
~NA=+H +=ZA=+—H
HK$’000 HK$’000
FET FET
Note (unaudited) (audited)
B aE (REEZ) (L& EHZ)
NON-CURRENT ASSETS IRBEE
Investment properties HEME 64,813 63,542
Property, plant and equipment W - BB REE 8 241,841 237,195
Prepaid lease payments EANEE 17,603 17,573
Available-for-sale investment Al ERE 41,549 54,079
Club debenture SMES 1,180 1,180
366,986 373,569
CURRENT ASSETS REEE
Inventories FE 112,257 107,315
Trade and other receivables B 5 N H A E IR 9 154,463 116,206
Bills receivable JEMZEE 9 9,316 4,199
Derivative financial instruments TESRIT A 2,315 279
Bank balances and cash RITEHESBR LIRS 41,660 65,890
320,011 293,889
CURRENT LIABILITIES RBEE
Trade and other payables B 5 & E b T 5RI8 10 159,354 160,848
Bills payable ERTE® 10 3,311 3,112
Derivative financial instruments PTESMITA 1,610 2,311
Tax liabilities MIBEE 20,100 20,715
Obligation under finance leases MEHEERME
— due within one year —R—F R 4,637 5,875
Bank borrowings RITIEE
— due within one year — R —F R EHA 11 39,348 12,833
228,360 205,694
NET CURRENT ASSETS REBEEFE 91,651 88,195
458,637 461,764
CAPITAL AND RESERVES BEARARGHE
Share capital N 12 54,436 54,436
Reserves EeR 356,963 362,051
411,399 416,487
NON-CURRENT LIABILITIES FRBEE
Obligations under finance leases MEMEST
— due after one year —R—FREH 3,369 5,528
Bank borrowings RITEE
— due after one year —R—F &I 11 23,813 20,084
Deferred tax liabilities R IEEE 20,056 19,665
47,238 45,277
458,637 461,764
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Condensed Consolidated Statement of ARG EER S BR
Changes in Equity
For the six months ended 30 June 2007 BHE_TTtHFA=ZTHLEREA
Attributable to equity holders of the parent
BATRRRAAREES
Asset  Investment Capital
Share Share Capital Special Statutory  revaluation  revaluation Exchange  redemption Retained
capital premium reserve reserve reserves reserve reserve reserve reserve profits Total
BE k& &%
k% RitEE B5GE HhlGE HERE EfifE Efifie B faf Bt B ait
HK$ 000 HK8'000 HK§'000 HK8'000 HK$ 000 HK§'000 HK§'000 HK8'000 HK8'000 HK$:000 HK$'000
T T AL AL T AT AL T T AL AL
As at 1 January 2007 RFEEE-f-B  544% 82,364 35,097 19,487 6,553 49,708 (3.470) 6,728 1,564 163,520 416,487
Exchange difference on HERNER
tranglation of foreign operations ~ ZEXZE - - - - - - - 4,189 - - 4,189
Impairment loss CERTH
on avallablefor-sale HERE
investment realised LREEE - - - - - - 3470 - - - 3470
Netincome recognised directly  ERINMEEEDZ
in equiy BAEE - - - - - - 3470 4189 - - 7659
Loss for the period AHER - - - - - - - - - (7.304) 7.304)
Total recognised income AH7BRMA
and expense for the period istitcts - - - - - - 3470 4189 - (7.304) 35
Final dividend for 2006 peid BENZ-EE %
RS - - - - - - - - - (5,443) (5,443)
As at 30 June 2007 i 2
~AZTA 54,436 82,364 36,507 19,487 6,563 49708 - 10917 1,564 150,773 411,399

—EERLFRH®RE



Karce International Holdings Company Limited

Condensed Consolidated Statement of BE R F FIE3C)
Changes in Equity (Continued)
For the six months ended 30 June 2007 BHE_TTtHFA=ZTHLEREA
Attributable to equity holders of the parent
BAFEEREARLER
Asset  Investment Capital
Share Share Capital Special Statutory  revaluation  revaluation Exchange  redemption Retained
capital premium reserve reserve reserves reserve reserve reserve reserve profits Total
Bk bid- g%
BE RBWE  AAME  BREE  REME  EGEE  ERME  ENBM MEME  R3uW 83
HK$ 000 HK8'000 HK§'000 HK$000 HK$ 000 HK§'000 HK§'000 HK$000 HK8'000 HK$:000 HK8'000
T Fin T TAr Fin TEr TAr T Fin T T
As at 1 January 2006 RZEErE-A-H 95,078 82,364 35,597 19,487 6,553 48623 20.7% 3402 922 168,624 441,446
Revaluation surplus on BT/ ERRR
buildings - - - - - 3823 - - - - 3823
Deferred tax on BlEETeHL
revaluation of buildings ERE - - - - - (1032) - - - - (1032)
Exchange difference on REFNFHEL
translation of EXZE
overseas operations - - - - - - - (34) - - (34)
Gain on fair value change of K ERELTE
avalable-for-sale investment  #874& - - - - - - 1715 - - - 1715
Netincome recognised ERNERRTL
directly in equity WAFE - - - - - 2791 1,715 (34) - - 4472
Profit for the period KR - - - - - - - - - 12419 12419
Total recognised income and K412 B %
expense for the period WARZ LEE - - - - - 2791 1715 (34) - 12419 16,891
Final dividend for 2005 paid ~ BERZ -BERE
RERE - - - - - - - - - (5,499) (5,4%9)
Share repurchased B R ERG
and cancelled (562) (1,328) - - - - - - - - (1,910)
As at 30 June 2006 RIZRRERAZTA 54,496 81,036 35,507 19487 6,553 51,414 2511 3,368 922 175,544 450928
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Condensed Consolidated Cash Flow

Statement

For the six months ended 30 June 2007

Six months ended 30 June

BEAA=THL<EA

2007 2006
—EEtE —ETRF
HK$’000 HK$’000
FET FET
(unaudited) (unaudited)
(RESER) (R &EZ)
Net cash (used in) from KEEG () B2 RE F58
operating activities (26,989) 16,412
Net cash used in REEBFE RS FE
investing activities (14,559) (17,282)
Net cash from (used in) financing BB XS (FTFE) 2258
activities 17,318 (23,270)
Net decrease in cash and cash RekREFEBEEZ
equivalents R R (24,230) (24,140)
Cash and cash equivalents —A—BzReEkREFEBEEE
at 1 January 65,890 92,064
Cash and cash equivalents ANAZTHZHRERASEBEER -
at 30 June, represented by BIRITHEBR AR S
bank balances and cash 41,660 67,924
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Karce International Holdings Company Limited

1 B B % R Ak B R

Notes to the Condensed Financial

Statements
For the six months ended 30 June 2007 HE_ZTLFA=THLEAREA
Basis of Preparation and Principal Accounting RUEERFTEETHR

Policies

The unaudited condensed consolidated financial
statements have been prepared in accordance with Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) and with the
disclosure requirements of Appendix 16 of the Rules
Governing the Listing of Securities (the “Listing Rules”) of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The basis of preparation and principal
accounting policies adopted in preparing these
condensed financial statements are consistent with those
adopted in the preparation of the annual financial
statements of the Group for the year ended 31 December
2006 except that the Group has applied, for the first time,
a number of new standards, amendments and
interpretations of Hong Kong Financial Reporting
Standards (the “HKFRSs”) and HKASs (collectively “new
HKFRSs”) issued by the HKICPA which are effective for
the Group’s financial period beginning on 1 January 2007.

HKAS 1 (Amendment) Capital Disclosures !

HKFRS 7 Financial Instruments:
Disclosures '

HK (IFRIC) = INT 7 Applying the Restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies 2

HK (IFRIC) - INT 8 Scope of HKFRS 2 @

HK (IFRIC) = INT 9 Reassessment of Embedded

Derivatives *

HK (IFRIC) — INT 10 Interim Financial Reporting and
Impairment °

AREZERAGEAVHERRTRRER
gitthrg (BERMAE]) Bz
FR G ER([FEGFER]) B345%
[P B RE I NEEBAXHABER
A ([BRAT]) FEss EmARR (T ETR
AW+ RZWBEERBE - BEZ
EHAMBRERARAZIBEEERE
ZEMABRNDERUBE_TTEF+
“RA=tT-RLEFEAREEFERER
RTRMEER B HEAKREERE
AAREBEMAgREM  RAKES
—ERLF-A-HRRZHMBHELE
M EBMBREER([FEEWBHRE
ZA) REBAGEL (BB FHBEY
BHEER]) 2 &5 THTER BT R
BRI -

BB G R BARTE
FE15% (IBFTA)
EEMIEHRERER SBMITEA
N BEE
H5 (BRI ERESBEE
mEREZE®) HIZF29%REBE
— REETR BRGCES 28
BHwEl 2EA
J%2
B (BRI % BB B WEE
WEREBLZEE) AF2REBES
— REFESH
H5 (BRI REMTEITAZ
mEREZE®) E=HTMA
— ZEFR
H% (BRI % PHBBE®RS R
mEREZE®) RES
— REF105%
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Notes to the Condensed Financial 25 AR B 7% SR R MY 5 )
Statements (continued)
For the six months ended 30 June 2007 HE_ZZ+FA=1THIE~EA

1. Basis of Preparation and Principal Accounting 1.

Policies (Continued)

! Effective for annual periods beginning on or after 1 January
2007.

2 Effective for annual periods beginning on or after 1 March
2006.

8 Effective for annual periods beginning on or after 1 May
2006.

4 Effective for annual periods beginning on or after 1 June
2006.

5 Effective for annual periods beginning on or after 1 November
2006.

The adoption of these new HKFRSs has had no material
effect on the results or the financial position of the Group
for the current or prior accounting periods. Accordingly,

no prior period adjustment has been required.

The Group has not early applied the following new
HKFRSs that have been issued but are not yet effective.

HKAS 23 (Revised) Borrowing costs '
HKFRS 8 Operating segments

K (IFRIC) — INT 11 HKFRS 2 — Group and treasury
share transactions 2

K(IFRIC) — INT 12 Service concession arrangements

! Effective for annual periods beginning on or after 1 January

2009.

2 Effective for annual periods beginning on or after 1 March
2007.

8 Effective for annual periods beginning on or after 1 January
2008.

The Directors anticipate that the application of these new
HKFRSs will have no material impact on the results and
the financial position of the Group.

—EERLFRH®RE
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Karce International Holdings Company Limited

Notes to the Condensed Financial

Statements (continued)

10

For the six months ended 30 June 2007

Segment Information

Business segments:
For management purposes, the Group is currently

organised into three principal operating divisions —

electronic products (mainly electronic calculators and

organizers), conductive silicon rubber keypads and

printed circuit boards. These divisions are the basis on

& BF B 75 ¥ 3R B = )

BHE—

%

A

+tFARA=THIEREA

2. H#EH
BEEE S -
HEERME - AEEBNBE=-EAXE%E
BEHFEK —BEFEM(EEBEFFE
WREFRER)  SEHERBIRE K
BIEEIR o NEBE TR Ll & &3P
HEEFEHHER - HFEBEETIRK

which the Group reports its primary segment information. RIRERE
Inter-segment sales were made at cost plus mark up.
Segment information about these businesses is presented REEHB 2 OHEHZINWOT ¢
below:
Unaudited
FEEG
For the six months ended 30 June
BE~RA=T+HLAMER
2007 - 2 3
Conductive Printed
Electronic  silicon rubber circuit Other
products keypads boards operations Eliminations ~ Consolidated
BE&RE LS it
E¥ER i £ % fi s 58
HK$’000 HK$’000 HK$’000 HK$°000 HK$°000 HK$°000
FET FET T T FET FET
REVENUE K&
External sales M HE 265,587 46,583 45,826 - - 357,996
Inter-segment sales ~ PRHE 4,029 8,849 14,676 - (27,554) -
Total B 269,616 55,432 60,502 - (27,554) 357,996
RESULT E3
Segment result PEEE 15,539 1,043 (4,630) - - 11,952
Unallocated corporate A2 7
expenses PERT (521)
Finance costs BEARKR (1,993)
Impairment loss on —Mﬁﬂj‘i&ﬁ
available-for-sale LREBR
investment (16,000)
Loss before taxation ~ BHATEE (6,562)
Taxation B (742)
Loss for the period A HIE#8 (7,304)
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Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

2. Segment Information (Continued)
Business segments: (Continued)

& BF B 75 ¥ 3R B = )

BE-F

4t

A

+tFXA

2. HEpER @
HEBGE S -
Unaudited
ABEG
For the six months ended 30 June
BEXA=TBLAER

#)

2006 “EERF
Conductive Printed
Electronic  silicon rubber circuit Other
products keypads boards operations Eliminations ~ Consolidated
5B k0 Heth
ETEM &R BER #7% bl e
HK$'000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$ 000
FET FET FET FET FET FAET
REVENUE g
External sales R 237,309 46,344 64,034 — — 347 687
Inter-segment sales ~ HPEIHEE 238 8,810 13,254 — (22,302) —
Total g 237,547 55,154 77,288 — (22,302) 347687
RESULT £ |
Segment result nEEE 16,509 2,249 (2,612) (270) 15,876
Unallocated other Kok
income ER 1 ON 831
Unallocated corporate K9 2
expenses PEREY (1371)
Finance costs BEMA (1,604)
Profit before taxation [t &l & 7l 13,732
Taxation T (1313)
Profit for the period ~ AZH& 7 12,419
—EELFHHRE

11



Karce International Holdings Company Limited

Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

2. Segment Information (Continued)
Geographical segments:
The Group’s customers are principally located in Hong
Kong, the People’s Republic of China (other than Hong
Kong) (the “PRC”), Europe, Japan and America.

The following table provides an analysis of the Group’s

& BF B 75 ¥ 3R B = )

HE-FRLFAA=HALS

A

A

2. HEEE B
w1 & 5

AEBZEPIEDMNEL  HEA
RAMBE (FEBIN ([HE]) -~ BUM -

BAREE -

AEEEERTHEHE D 2o

sales by geographical market: o
Six months ended 30 June
BESA=1+HLKEA
2007 2006
—EBTtE —EERF
HK$’000 HK$000
FHET FET
(unaudited) (unaudited)
(REE) (R EZ)
Hong Kong (note a) B (Kita) 124,305 145,326
Europe BN 61,245 50,756
PRC H 52,801 40,147
Japan (note b) B (Katb) 46,660 36,589
America EH 35,178 18,973
Other Asian countries H Ath Zo N B = 31,489 53,495
Others H i [ 6,318 2,401
357,996 347,687
Notes: B3k -

(@)  The Directors believe that a portion of the Group’s sales
attributable to the Hong Kong market was subsequently
resold to other markets.

(b)  The Directors believe that a substantial portion of the
Group’s sales attributable to the Japanese market was
subsequently resold to the European and American
markets.

12

@ EFSREEETSMEAEEZHE
HANDBREETHEMTIS -

(b)y EHEGHERATSMEAEEZAE
DIHEERREEERETS -
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Notes to the Condensed Financial

Statements (continued)

For the six months ended 30 June 2007

3. Other income

& BF B 75 ¥ 3R B = )

BE_ZZLFRA=THIEXNEA

A

3. HlA

Six months ended 30 June

BEAA=T+HL<EA

2007 2006
—EEtE —ETRF
HK$°000 HK$'000
FHETT FET
(unaudited) (unaudited)
(RESER) (R EZ)
Other income mainly includes:  Hi WA FEEIE :
Bank interest income |ITH B YA 722 639

4. Finance costs

4. BMBEREE
Six months ended 30 June

BE=E/A=+HL*<ER

2007 2006
—ETtE ZETRF
HK$’000 HK$’000
FET FHET
(unaudited) (unaudited)
(REER) (REEEZ)
Interest on: FERTFE -
Bank borrowings wholly ERAFARHEER
repayable within five years ZIRITEE 1,696 1,302
Obligations under BEREHEZER
finance leases 297 302
1,993 1,604

—EERLFRH®RE



Karce International Holdings Company Limited

Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

5. (Loss)/profit before taxation

& BF B 75 ¥ 3R B = )

BHE-_ZZ+FA=ZTHILNEA

5. Be#iAl (B548) EF

Six months ended 30 June

BEAA=T+HL<EA

2007 2006
—ETtE ZEERF
HK$’000 HK$'000
FET FHET
(unaudited) (unaudited)
(RESER) (R EZ)
(Loss)/profit before BrEE AT (B18) % Rk
taxation has been T3EBEFE :
arrived at after charging:
Depreciation and amortisation  #T & & # §5
— Property, plant and equipment  —#1% « BE &R E 17,313 18,375
— Prepaid lease payments —JEfHEe 227 221
Loss on disposal of property, HEWH  BELKEZEE
plant and equipment 11 176
Allowance for doubtful debts RARE 999 40
Allowance for obsolete PRERFHTFERE
and slow moving inventories 75 261
Operating lease rentals rEHEHRS 916 1,003
Staff costs & B A 78,143 70,259

14
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Notes to the Condensed Financial

Statements (continued)

For the six months ended 30 June 2007

6. Taxation

& BF B 75 ¥ 3R B = )

HE-FTLEAA=TALS

6. HIE

Six months ended 30 June

BEAA=T+HL<EA

2007 2006
—ETtE ZEERF
HK$’000 HK$’000
FET FET
(unaudited) (unaudited)
(RESER) (R EZ)

The charge comprises: MIEX B
Hong Kong Profits Tax BEBNEH 476 620
PRC enterprise income tax PSR 266 693
742 1,313
Deferred taxation EIERL IR - —
742 1,313

Hong Kong Profits Tax is calculated at 17.5% (six months
ended 30 June 2006: 17.5%) on the estimated assessable
profit attributable to operation in Hong Kong during the
period.

PRC enterprise income tax is calculated at the rates
prevailing.

—EERLFRH®RE

EBFNER DR AHEESEL 2 Gt
JERBRFA17 5% TR (HE T
NENAZFTHIEAMEA 1 17.5%) &

= o
e

REEEMBRIZRITRHEGE -
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Karce International Holdings Company Limited

Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

16

(Loss)/earnings per share

The calculation of the basic loss/earnings per share is
based on the Group’s unaudited net loss attributable to
equity shareholders of the Company for the six months
ended 30 June 2007 of approximately HK$7,304,000 (six
months ended 30 June 2006: net profit of approximately
HK$12,419,000) and the weighted average number of
544,356,000 ordinary shares (six months ended 30 June
2006: 548,736,556 ordinary shares) in issue during the
period.

No fully diluted earnings per share has been presented
because the Company did not have any outstanding share
options in both periods under review.

Additions to property, plant and equipment
During the period, the Group spent approximately
HK$17,418,000 (six months ended 30 June 2006:
approximately HK$24,343,000) on acquisition of property,
plant and equipment.

& BF B 75 ¥ 3R B = )

—EELFERA=ZTRHIEAREA

B (BE) &F
FRERER B DEAEEHE
TELFARA= ‘f’EJt/\{.HZ;EZ‘«
AR Tﬂxﬁﬁ1£)§5§°§;¥r§ﬁ£@7304ooo
;%TE(%Z TERFANA= +E|Jt/\1
A %@%IJ%@12,419,000,%7E> RAHED
17 2 L N 15 £1544,356,000%
(BEZZEZEREA=THILEAER :
548,736,5656/% L iBA) 5t H ©

T

/4

~7

el 7 7 72 )14 1D 0 D 3 4 44T 14
RTE2BBE KL E2FSREE
9455 LR -

REBYE  BERRE

WKHJ%F‘?W ’ ZIS%I%%EHZ’UWMS 0007%
(@2 ERENAZTHLIARE
: %@24,343,000,%75),5%;%% - B
%&1% °
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Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

9. Trade and other receivables/bills receivable
The Group allows an average credit period of 60 to 90
days to its trade customers.

An aged analysis of trade receivables and bills receivable
is as follows:

& BF B 75 ¥ 3R B = )

BE_ZZLFRA=THIEXNEA

9.

B5 R H i EKRIE FERRIR
AEEGTEESHES THE0E0A 2
{EEH -
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As at

30 June 31 December
~A=E+B T+ZH=+—H
2007 2006
—ETtE ZTEERF
HK$’000 HK$’000
FET FHET
(unaudited) (audited)
(RESER) (&%)

Not yet due or overdue AR B HA S 8 B~ BB 30 R
within 30 days 135,782 90,059
Overdue for 31-60 days iBEI31E60H 11,513 9,453
Overdue for 61-90 days BHI61ZE90H 550 4,793
Overdue for more than 90 days B HIE3890H 4,214 8,292
152,059 112,597
Other receivables H b fE W IR 11,265 7,360
Prepaid lease payments EfREE 455 448
163,779 120,405

—EERLFRH®RE




Karce International Holdings Company Limited

18

Notes to the Condensed Financial
Statements (continued)

For the six months ended 30 June 2007

10. Trade and other payables/bills payable

An aged analysis of trade payables and bills payable is as

& BF B 75 ¥ 3R B = )

BE_ZZLFRA=THIEXNEA

10.

B REMEGRIE FEHRR
B 5 FE I HOR R BT R B 2 SRk 55 1T 4

follows: ™
As at
7
30 June 31 December
~A=E+B T+ZH=+—H
2007 2006
—EEtE ZETRF
HK$’000 HK$’000
F#ET FHET
(unaudited) (audited)
(RESER) (&%)
Not yet due or overdue AR B HA Sk 8 B~ #8330 R

within 30 days 111,709 72,414
Overdue for 31-60 days iBHEI31E60H 4,535 15,476
Overdue for 61-90 days BHEIG1ZE90H 2,959 8,889
Overdue for more than 90 days B HIFE3890H 2,617 7,960
121,820 104,739
Other payables H th & 1~ KB 40,845 59,221
162,665 163,960
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Notes to the Condensed Financial

Statements (continued)

& BF B 75 ¥ 3R B = )

For the six months ended 30 June 2007 HE_TTLFA=THLEAREA
11. Bank borrowings 11. RITHEE
As at
7
2007 2006
—EEtE —ETRF
30 June 31 December
~A=+H +Z-ZHA=+—H
HK$°000 HK$’000
FET FExT
(unaudited) (audited)
(RETEZ) (EZ)
Bank borrowings comprise: RITEERE
Bank loans |ITEK 59,781 32,917
Trust receipt loans S WIEER 3,380 -
63,161 32,917
The bank borrowings are JE(EE 2 B IR
unsecured and are repayable  RITIEEWT :
as follows:
Within one year —FR 39,348 12,833
Between one to two years —FEMTF M 18,299 18,334
Between two to five years WEZERFEZM 5,514 1,750
63,161 32,917
Less: Amount due B BB ETRTR
within one year shown AR—FANEE
under current liabilities Z 58 (39,348) (12,833)
Amount due after one year —FIREEREFIE 23,813 20,084

—EERLFRH®RE
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Karce International Holdings Company Limited

Notes to the Condensed Financial
Statements (continued)

& BF B 75 ¥ 3R B = )

For the six months ended 30 June 2007 HE_TTLFA=THLEAREA
12. Share capital 12. X
Number of shares Amount
K& E A
2007 2006 2007 2006
—E%tx —TTRE —E%tx —TTRE
30 June 31 December 30 June 31 December
~A +=H ~A +-A
=+H =+—H =+H =+—H
HK$°000 HK$'000
FE FET
(unaudited) (audited) (unaudited) (audited)
(REER) (EER) (REERZ) (ER)
Ordinary shares of SREBET
HK$0.1 each Lidik
Authorised: AT
At beginning and end o/ ENRE/
of the period/year FX 2,000,000,000 2,000,000,000 200,000 200,000
Issued and fully paid: BEIRER
At beginning of the period/year £,/ 4] 544,356,000 550,776,000 54,436 55,078
Share repurchased and B REHE kR
cancelled - (6,420,000) - (642)
At the end of the period/year B/ER 544,356,000 544,356,000 54,436 54,436
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Notes to the Condensed Financial

Statements (continued)

13.

& BF B 75 ¥ 3R B = )

For the six months ended 30 June 2007 HE_TTLFA=THLEAREA
Capital commitments 13. EXKIE
As at
7”
2007 2006
—EEtE ZEERF
30 June 31 December
~A=E+B T+Z-H=+—H
HK$’000 HK$’000
FET FET
(unaudited) (audited)
(RESER) (&%)
Capital expenditure in respect of BB - HE K& E
the acquisition of property, ZEARMAX
plant and equipment:
Authorised but not contracted for  EREE KL 1,194 48
Contracted but not provided for B2 #B R ERF 4,979 11,411
6,173 11,459

—EERLFRH®RE
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Karce International Holdings Company Limited

Management Discussion and Analysis

Business and Operational Review

For the six months ended 30 June 2007, the Group recorded
revenue of approximately HK$357,996,000, representing an
increase of approximately 3.0 per cent. as compared with
approximately HK$347,687,000 of the corresponding period
in 2006.

The global economy is still booming, and the market for
consumable electronic products is also expanding steadily.
However, the rivalry competition is getting more and more
intense. On the other hand, the continuous appreciation of
Renminbi (“RMB”) led to a heavy strike on export enterprises.
The business environment for the Group was overall more
challenging with the continuous high raw material costs.

Profit after taxation for the six months ended 30 June 2007,
excluding total impairment loss on available-for-sale investment
of approximately HK$16,000,000, decreased by approximately
30.0 per cent. from approximately HK$12,419,000 for the
corresponding period in 2006 to approximately HK$8,696,000.

During the period under review, the Directors consider that it
was a prudent decision to make a total impairment loss on
available-for-sale investment of approximately HK$16,000,000
in the income statement, comprising the diminution in the fair
value on available-for-sale investment of approximately
HK$12,530,000 and the write off on the negative investment
revaluation reserve from approximately HK$3,470,000 as at 31
December 2006 to HK$nil as at 30 June 2007.

Accordingly, the Group recorded a consolidated net loss of
approximately HK$7,304,000 for the six months ended 30 June
2007 (six months ended 30 June 2006: net profit of
approximately HK$12,419,000).

Basic loss per share was approximately HK1.34 cents for the
six months ended 30 June 2007 (six months ended 30 June
2006 : earnings per share of approximately HK2.26 cents).
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%?%&“EIEIEE
HEZZTT+FANA=ZTHLEAER  A£E
818 UK 25 49357,996,000/8 7T © B — T T NF
[7] B 2 #7347,687,0007% L1 K #93.0% °

EIEERALE  HBETEMZIMBNE
WIER - AT - MFEBBHZ - S—HME -
ARB(TARBDFEABEHLEOCEERKS
AITE - EMBRAFES S AER 2 EHK
RIS FEHERAPE -

HE2_ZZ+FNA=ZTBEXNEAZBRTE
B (TBRETHEEREREBESG XY
16,000,000 L) RZZEZNFRPZH
12,419,0007% 7T T # #930.0% Z #78,696,000/%
T e

REERAN  EEERAESRARATHEE
®EEL IR EEES H£4916,000,000% 7T (£
FEAHEHERE R FE T B 412,530,000 7T
MEREEGERER _SENFT+_A=1—
H#/&3,470,0008 TMIEE — T LF X H
Z+BZZEET) I —EEERE -

Eit - B2 =—FZEFA=TAHIEAREA -
NEEEGERE BEFREL7,304,000% 7T (&
EEEZRFRNAZ +E|JJ:/\1IH : ,@ﬂlz’]
12,419,000/ 7T) °

BHE_ZZ+FA=THIENEA - K&
KEBAA1MBWN(EHEZE_ZEZEF A
FTHIEANEA  FREFL A2.2658)

IR E

Interim Report 2007



it
R
il
e
b
&
ot
i
>
Zl

Management Discussion and Analysis
(Continued)

Electronic products

(mainly electronic calculators and organizers)
During the period under review, the Group continued its focus
on the manufacturing and marketing of electronic products
(mainly electronic calculators and organizers).

For the six months ended 30 June 2007, the turnover of
electronic products, through expansion of businesses on
Original Design Manufacturing Products (“ODM products”) and
Original Equipment Manufacturing Products (“OEM products”),
remained strong and recorded a growth of approximately 11.9
per cent. to approximately HK$265,587,000 compared with
approximately HK$237,309,000 in previous corresponding
period. It accounted for approximately 74.2 per cent. of the
Group’s total turnover for the period.

Large portion of the growth in the turnover of electronic
products was contributed by the rise in trading volume of
electronic learning machines and electronic educational game
products for certain Japanese customers. Sales of electronic
price tags, smart card readers and electronic security products
also recorded growth.

Due to higher operating costs in the PRC including wages,
electricity, transportation and material costs, the Group’s overall
gross profit margin dropped by approximately 1.0 per cent. to
approximately 19.0 per cent. (six months ended 30 June 2006:
approximately 20.0 per cent.).

The management of the Group has implemented a series of
tight cost control and operational efficiency measures in order
to keep the product pricing at a profitable and acceptable level.

Operating profit derived from the electronic products segment
dropped by approximately 5.9 per cent. to approximately
HK$15,539,000 (six months ended 30 June 2006:
approximately HK$16,509,000).

—EERLFRH®RE

EEELOENREEDTNT @

EFER
(EEBEFFERREFLEE)
REEHAR  AEEFHEZINEFED (F
;x?% FHEMEETREZ) CEERTS

HEZTTLFRA=THLEANER BBR
BrtiEERS (ODMEMR]) MREHEREE
m([OEMEm)) XEB2BE - EFEMIEHE
BNARRS - A F R HAI49237,309,000% 7T
# R #4111.9% 2 #)265,587,0008 7T * 1AL E
HAN AR EFAT74.2% ©

EfEMEFFE AT »EERREMETAR

Kﬁﬁﬁngﬁ FTEBRREFHEBBERZ
E58 L7t - EFEREE  TERBESK

%%1%?%1]112,%%%7\]7%? B -

HRERE 2 & L%K(&%Iﬁ B &
B MM ERAR) Bk - AREEBRBENET K
#91. 0%1%7190%(@1_77/\¢/\ﬂ +
BiENE A - 4920.0%) ©

AEBEERECE I — RIS H A
RIRREERE  NEFEMEBERRENAE
KAl FH AN Z KT

/
1WE7STE A ¢ 4916,509,0005% 7T) ©



Karce International Holdings Company Limited

Management Discussion and Analysis
(Continued)

Electronic products (Continued)

(mainly electronic calculators and organizers)
(Continued)

Electronic products segment remained as the major core
business of the Group and will continue to provide stable and
substantial revenue and income to the Group’s future
developments.

Looking ahead, the Directors are confident that the turnover
will continue to increase in the second half of the year and the
profitability will be improved.

Conductive silicon rubber keypads

During the period under review, the turnover contributed from
the conductive silicon rubber keypads business maintained at
approximately HK$46,583,000 (six months ended 30 June
2006: approximately HK$46,344,000), representing
approximately 13.0 per cent. of the turnover of the Group.

Due to the competition in the high value-added plastic plus
rubber (“P+R”) telephone keypads products and roller markets,
which has changed much faster than expected, the sales
revenue in the first half financial year of 2007 has been adversely
affected when compared with the corresponding period for the
six months ended 30 June 2006.

During the period under review, this segment faced unstable
material costs for mainly conductive silicon rubber and plastic
components. Some customers held back their decision in
placing order and shortened the lead time to deliver finished
goods. Consequently, there was pressure on the average selling
price.

As a result, both the gross profit margin and the net profit for
the period dropped, despite that vigorous efforts in containing
costs have been made and operational efficiency has been
improved. This segment recorded an operating profit of
approximately HK$1,043,000 (six months ended 30 June 2006:
approximately HK$2,249,000).

The Directors are confident in the future prospects of the
conductive silicon rubber keypads segment and believe that it
will provide a positive contribution to the Group.
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m M -
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EEERB R

RERERN  SEEGBIRRER 2 EEER
B4 5 70 4946,583,0008 7T (B2 — T T N4
NAZTBIENMEA 446,344,000/ 7T)
EAEEEEFEL13.0% °

AR EIBEZBINEE ([P+R]) ERREEM
LEeBEmEz s FERBEHBLEER  —F
TEEMBEFELFF 2 HERAERBE_F
ERENA=ZTRIERNEARBZE AN
= .

REEHA - A0 N RE 2 MR -
TEREEERBMEBRBAN - BDEFPIRE
PEOBFTELBERMREH - Fit - FHE
EBXRNEN -

At - BECEBREBIAR - hEERXRTA
FEkE - IR Z EMERAFIEG T o D H
IS8 & M 491,043,000 T (BEZTE X
FRA=ZTHIEREAR : 42,249,000 7T) °

EEeHEBEHBRBREDMZARIAME
O WHEEZ D B SARBEHRIEEAR °

Interim Report 2007



it
R
il
e
b
&
ot
i
>
Zl

Management Discussion and Analysis
(Continued)

Printed circuit boards (“PCB”)

For the six months ended 30 June 2007, turnover derived from
PCB segment reported approximately HK$45,826,000 with a
decrease as compared with previous corresponding period of
approximately HK$64,034,000, representing approximately
12.8 per cent. of the turnover of the Group. As a result on
retirement of equipment and machinery in the production lines,
there was a higher yield loss on the finished products. The
higher yield loss resulted in unstable quality of PCB products.
The decrease in turnover was mainly due to the decreasing
orders from both existing and new customers.

The continuous increase of prices in raw materials and
components is also a factor hindering the operating results in
the PCB segment. To deal with the electricity shortage in
Southern China, the Group has acquired two power generators
as back-up for occasions when power rationing in Dongguan
deteriorates further from the current one to two days of outages
per week.

During the period under review, the segment results from PCB
business recorded an operating loss of approximately
HK$4,630,000 for the six months ended 30 June 2007 (six
months ended 30 June 2006: approximately HK$2,612,000).

The construction of a new factory complex has been completed
in the first half of 2007.

With the support of the new factory complex, the Group has
demonstrated its ability to replace the existing retired equipment
and machinery and to improve the quality of PCB products and
has continued to obtain new branded customers in Japan and
Europe. The Directors believe that the increased production
capacities provide an excellent platform for long term growth
by facilitating the Group to engage additional order and benefit
from economies of scale in the future.

—EERLFRH®RE
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ENREEIR
HE-ZEZ+HFA=THINEAAR » HIRE
FEAR 9 B8R 15 & E B 4745,826,0008 T © B &
4 [B] Hi%64,034,000/8 7T Tk + (H AR SE [ & 2
BA#)12.8% c AR EERBEREERE - K
BRI LA - MIBAE EASHNIEREIR
EREETETE 2EBERIFTEARBEEER
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P AEEDREABEER  NEZE
RAEREREEREE— AL SE(LEE
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REREA - NEBRREFSBEBEREE
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#94,630,0008 T (HE-_ZEZFA=1H
IE7]XE A : 492,612,00087T) °
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Karce International Holdings Company Limited

Management Discussion and Analysis
(Continued)

Available-for-sale investment

As at 30 June 2007, the Group indirectly held approximately
14.7 per cent. interests in Ascalade Communications Inc.
(“Ascalade”), a corporation incorporated pursuant to the laws
of the Province of British Columbia and whose securities are
listed on the Toronto Stock Exchange, with the stock symbol
as “ACG”.

According to the second quarter financial results announced
by Ascalade on 10 August 2007, during the six months ended
30 June 2007, Ascalade generated revenue of US$41.1 million,
down by 19 per cent. from US$51.1 million for the same period
last year. The decline was mainly related to intense market
competition within the cordless phone segment, which
squeezed Ascalade's sales volumes and selling prices. Gross
profit margin also fell from 14.1 per cent. during the first half of
2006 to 8.2 per cent. this year. As in the second quarter, the
decrease was primarily due to an inventory write-down of
US$800,000 and a higher proportionate sales contribution of
lower-margin cordless phones. Net loss for the period totaled
US$4.4 million (US$0.22 per share basic and diluted), and
included a non-cash charge of US$635,000 relating to the
write-down of certain deferred development costs. During the
first half of 2006, Ascalade recorded a net loss of US$147,000
(US$0.01 per share basic and diluted).

Additional information relating to Ascalade may be found at
www.sedar.com.

The Group's available-for-sale investment is measured at fair
value at each balance sheet date, which expose the Group to
equity security price risk. As such, the Directors regularly
reviews the value of the available-for-sale investment and will
consider adequate impairment to be made when necessary.
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Management Discussion and Analysis
(Continued)

Available-for-sale investment (Continued)

As announced by the Company in August 2007, the Directors
noted that the share price of Ascalade decreased approximately
25.6 per cent. from CAD2.5 on 29 June 2007 (being the last
trading day for the six months ended 30 June 2007) to CAD1.86
on 14 August 2007. The Directors also noted that the share
price of Ascalade further decreased to CAD1.50 on 14
September 2007.

As a result of such decreases, the Directors consider that it
was a prudent decision to make a total impairment loss on
available-for-sale investment of approximately HK$16,000,000
for the six months ended 30 June 2007 (six months ended 30
June 2006 : nil), comprising the diminution in the fair value on
available-for-sale investment of approximately HK$12,530,000
and the write off on the negative investment revaluation reserve
from approximately HK$3,470,000 as at 31 December 2006 to
HK$nil as at 30 June 2007.

Interim Dividend

The Directors do not recommend of any interim dividend for
the six months ended 30 June 2007 (six months ended 30 June
2006: nil).

Capital Structure

Shareholders’ equity decreased to approximately
HK$411,399,000 as at 30 June 2007 from approximately
HK$416,487,000 as at 31 December 2006. As at 30 June
2007, the short term and long term interest bearing debts to
shareholders’ equity was approximately 17.3 per cent. (as at
31 December 2006: approximately 10.6 per cent.).

—EERLFRH®RE
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Karce International Holdings Company Limited

Liquidity and Financial Resources

The Group generally finances its operation by internally
generated cashflow and banking facilities provided by its
bankers.

Prudent financial management and selective investment criteria
have enabled us to maintain a strong financial position. As at
30 June 2007, the Group had fixed deposits and cash balances
aggregated to approximately HK$41,660,000 (as at 31
December 2006: approximately HK$65,890,000).

As at 30 June 2007, the Group had banking facilities amounted
to an aggregate sum of approximately HK$248,839,000 (as at
31 December 2006: approximately HK$249,123,000) with
various banks. Out of the trade and overdraft banking facilities
of approximately HK$185,678,000 (as at 31 December 2006:
approximately HK$216,206,000) in Hong Kong granted to the
Group, approximately HK$3,311,000 (as at 31 December 2006:
approximately HK$3,112,000) had been utilised as at 30 June
2007.

As at 30 June 2007, the current ratio was approximately 1.4
(as at 31 December 2006: approximately 1.4) based on current
assets of approximately HK$320,011,000 and current liabilities
of approximately HK$228,360,000 and the quick ratio was
approximately 0.9 (as at 31 December 2006: approximately
0.9).

As at 30 June 2007, total indebtedness including bank
borrowings of approximately HK$63,161,000 and obligations
under finance lease contracts of approximately HK$8,006,000,
totalling of approximately HK$71,167,000 (as at 31 December
2006: approximately HK$44,320,000), representing
approximately 17.3 per cent. of the total shareholders’ equity
(as at 31 December 2006: approximately 10.6 per cent.).

The Directors consider that the Group shall have sufficient
financial resources to meet its future expansion plan and
working capital requirement based on the net cash position
and the availability of the existing banking facilities.
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Foreign Exchange Risk Management

Most of the Group’s assets and liabilities, revenues and
expenditures are in Hong Kong dollars, the United States dollars
and BMB. As a measure of additional prudence, the Group uses
different derivative instruments to manage its exposure to
foreign currency risks on the receivables and payables.

The fair value of the Group’s outstanding derivative instruments
as at 30 June 2007 represents the net amount the Group would
receive/pay if these contracts were closed out at 30 June 2007.
The gain was largely caused by a period-end premium in the
forward currency markets for the Hong Kong dollars and RMB.
The fair value of these outstanding derivatives has been
recognised as assets or liabilities.

The exposure to foreign currency of the Group mainly arose
from the net cash flow and the net working capital translation
of its PRC subsidiaries. The management of the Group will
actively hedge the foreign currency exposures through natural
hedges, forward contracts and options. Speculative currency
transactions are strictly prohibited. The management of
currency risk is centralised in the headquarter of the Group in
Hong Kong.

Apart from the above, most of the Group’s assets and liabilities,
revenues and expenditure are in Hong Kong dollars, United
States dollars and RMB. Therefore, the Directors consider the
exposure risk to foreign currency fluctuations is minimal.

—EERLFRH®RE
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Employees and Remuneration Policies

As at 30 June 2007, the Group employed approximately 7,478
full time employees (as at 31 December 2006: 6,560), out of
which approximately 80 (as at 31 December 2006: 80) were
based in Hong Kong and approximately 7,398 (as at 31
December 2006: 6,480) were based in the PRC. The Group
remunerated its employees on the basis of industry’s practice
and the performance of individual employee. Employees may
also participate in the share option scheme of the Company.

Save as disclosed hereof, no information in relation to the
Group’s performance has changed materially from the
information disclosed in the Company’s 2006 annual report.

Future Plans and Prospects

The global economy continued to grow in the first half of 2007
despite increasing volatility, particular in credit markets, and high
energy prices. Hong Kong and the Asian region continued to
benefit from the continuing robust economic performance of
the PRC. Although there are emerging concerns relating to the
credit environment in the US and Europe and the possible
slowing of growth in the US, the economies of the PRC and
Asian region remain healthy and should continue to support a
growth trend from which the Group’s diversified portfolio of
businesses will continue to benefit.

Demand for our core electronic products has continued to be
strong in the first half of this year and we have a full order book
for the balance of the second half of 2007. Sales prices continue
to be firm, although some pressure is appearing at the low end
of our product range. Starting from the second half of 2007,
the PRC government introduced the reduction of tax rebates
for exports. As such, it is important to be cautious given the
challenges that the current economic environment is presenting.

Looking ahead, the Group’s growth prospects will continue to
be driven by organic growth, outsourcing deals and selective
acquisitions.
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Future Plans and Prospects (Continued)

Apart from maintaining good business relationship with existing
customers, the Directors will monitor closely the market trend
on PCB and conductive silicon rubber keypads products. The
Directors believe that the PCB and conductive silicon rubber
keypads will continue to face severe challenges in the coming
year. In order to protect and to improve the shareholders’
interests, the Directors will consider re-structuring its short and
long term business strategy. The Directors are looking for the
opportunities to bring in new business hoping to improve the
overall results of the Group.

With the Group’s strong financial position, the Directors are
confident of further improving performance in the second half
of 2007 as the Group’s growth platform has been refined and
strengthened.
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Karce International Holdings Company Limited

Directors’ Interests in Securities

At 30 June 2007, 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) (“SFQ”), or as otherwise notified to the Company

and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies, were

as follows:

(i)
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Ordinary shares of HK$0.1 each of the
Company (Long position)
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TiE S E Percentage

Number of of issued

EEHZ R ordinary share capital of

Name of Director Type of interest shares held the Company

Mr. Tong Shek Lun Corporate 231,180,000 42 47%
EHB L E NG £

Ms. Ko Lai King, Kinny Corporate 231,180,000 42.47%
5} began NG £

Ms. Chung Wai Yu, Regina Corporate 231,180,000 42.47%
EFEmrt NGIE: £

The above shares are held by Sapphire Profits Limited, a
substantial shareholder of the Company. Mr. Tong Shek
Lun, Ms. Ko Lai King, Kinny and Ms. Chung Wai Yu,
Regina each owns 93.87%, 3.46% and 2.67% of the
issued share capital of Sapphire Profits Limited,
respectively.

Sapphire Profits Limited disposed 48,816,000 shares,
31,184,000 shares and 151,180,000 shares of the
Company, respectively, on 3 July 2007, 4 July 2007 and
27 July 2007. As a result of the disposal, Sapphire Profits
Limited and its parties acting in concert in the Company
ceased to hold any shareholding interest in the Company.
Accordingly, Mr. Tong Shek Lun, Ms. Ko Lai King, Kinny
and Ms. Chung Wai Yu, Regina ceased to have any
interests in the shares of the Company.
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Directors’ Interests in Securities (Continued)

(ii) 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 as
at 30 June 2007.

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 will expire on 13
February 2008, the board of Directors may grant options to
eligible employees, including Directors, of the Company and
any of its subsidiaries to subscribe for shares of the Company.

Pursuant to a resolution passed in the annual general meeting
of 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 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 period under review.

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 to acquire
benefits by means of the acquisition of shares, or debentures
of the Company or any other body corporate.
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Karce International Holdings Company Limited

Substantial Shareholders

As at 30 June 2007, 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:

FERR

BEXIEEzR el IRBEZETESZ
B R-TTEFARA=ZTHREES R
HIERDIE3BHRFECEIEZRRAMETR -
TIBRREMNEARRAREFEAARR D HITH
AR ARRELD

Long position Be
BEATEHET
BEZESEH
BaEZ Percentage
TiE B E of issued
&g Number of share capital of
Name ordinary shares held the Company
Sapphire Profits Limited 231,180,000 42.47%
Perfect Treasure Investment Limited 88,100,000 16.18%

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 30 June 2007.

Sapphire Profits Limited disposed 48,816,000 shares,
31,184,000 shares and 151,180,000 shares of the Company,
respectively, on 3 July 2007, 4 July 2007 and 27 July 2007. As
a result of the disposal, Sapphire Profits Limited and its parties
acting in concert in the Company ceased to hold any
shareholding interest in the Company and Golden Mount
Limited became the single largest shareholder of the Company.
To the knowledge of the Directors, Golden Mount Limited is
wholly-owned by Mr. Chim Pui Chung, who is a third party
independent of, and not connected with, the Company, the
connected persons (as defined in the Listing Rules) of the
Company and their respective associates (as defined in the
Listing Rules). As at 27 July 2007, to the knowledge of the
Directors and based on the notice of disclosure of interests
received by the Company, Golden Mount Limited and its parties
acting in concert held 151,180,000 shares, representing
approximately 27.77% of the issued share capital of the
Company.
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Corporate Governance

The Company is committed to attaining good standard of
corporate governance practices with an emphasis on a quality
board, better transparency, and effective accountability system
in order to enhance shareholders’ value. Detailed disclosure of
the Company’s corporate governance practices is available in
the 2006 Annual Report.

Compliance with Code on Corporate
Governance Practice

In the opinion of the Directors, the Company has complied with
the code provisions of the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the Listing
Rules throughout the six months ended 30 June 2007, save for
the deviation as stated hereof. Under the code provision A.2.1,
the roles of chairman and chief executive officer (“CEO”) of the
Company should be separated and should not be performed
by the same individual. The division of responsibilities between
the chairman and CEO of the Company should be clearly
established and set out in writing. The roles of the chairman
and the CEO of the Company are not separated and are
performed by the same individual, Mr. Tong Shek Lun. The
Directors consider that this structure will not impair the balance
of power and authority between the Directors and the
management of the Company and believe that this structure
will enable the Group to make and implement decisions
promptly and efficiently.

In relation to the Directors securities transactions, the Company
has adopted a code of conduct on terms no less exacting than
the required standard of dealings as set out in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors,
the Company has confirmed that the Directors have complied
with such code of conduct regarding securities transactions by
the Directors throughout the six months ended 30 June 2007.
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Karce International Holdings Company Limited

Audit Committee

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed the internal control and financial reporting matters
including the review of the unaudited consolidated interim
results for the six months ended 30 June 2007.

Purchase, Sale or Redemption of Listed
Securities of the Company

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the period.

By Order of the Board
Tong Shek Lun
Chairman and Managing Director

Hong Kong, 17 September 2007

36

BREES
E 1 eRHEEERMAEEMRAZS
BIRER - I 2 5 5w A B8R IP ) & 8 7%
2T BEEHEZ_ZEZEHFRA=
LERBAZ REEZGETREEE -

BE - HESERALQATZ L
Az

RAEE - ARFIREMBAGRGEEE - &

EHBEER AR AMEM EHES o

AEEFE®
FTEREFAETE
& 5 1B

B —EELFNATER

Interim Report 2007



iNnterim Rreportt

B B &




