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HIGHLIGHTS

Unaudited profit attributable to shareholders of the Group was
approximately HK$30 millions for the six months ended 30
June 2009, which represents an increase of approximately 69
millions as compared to that of the same period last year.

For the six months ended 30 June 2009, unaudited turnover
decreased to approximately HK$114 millions, which represents
a drop of approximately 69.7% as compared to the same
period last year.

Unaudited basic earnings per share of the Group was
approximately HK4.40 cents for the six months ended 30
June 2009.

The Directors do not recommend any interim dividend for the
six months ended 30 June 2009.

Karce International Holdings Company Limited

FREXEEERQF

BE

HE-_TZAFNA=1THI AR KEERE
FE 5 K 48 28 #2004 ) #930,000,0005 7T » B £ F [
HRI% 114969,000,0005# 7T °

BE_ZZNAFAAZTHIEAEA - REEXE
S ER D E 49114,000,00058 7t 8= R HE
#169.7% °

(2 _ETAFAA=THIEREA  NEESSF
REEZEREREFE4.4078 1l -

BV TEERBE _TTAFA=THIER
18 AR AR RS



CORPORATE INFORMATION

Directors

EXECUTIVE DIRECTORS

Mr. Tong Shek Lun
(Chairman and Managing Director)
(resigned on 2 March 2009)
Mr. Chim Kim Lun, Ricky
(appointed as Chairman and
Managing Director on 2 March 2009
and resigned on 16 April 2009)
Mr. Sun Ying Chung
(appointed as Chairman and
Managing Director on 16 April 2009)
Mr. Cheng Kwok Hing, Andy
(resigned on 22 April 2009)
Mr. Chan Sung Wai
(appointed on 16 April 2009)

NON-EXECUTIVE DIRECTORS

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

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wan Hon Keung
Mr. Tse Yuk Kong

(appointed on 2 March 2009

and resigned on 28 April 2009)

Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Lum Pak Sum

(appointed on 28 April 2009)
Mr. Sun Yaoquan

(resigned on 1 February 2009)
Mr. Goh Gen Cheung

(resigned on 9 February 2009)

Company Secretary

Ms. Tang Lo Nar, Luler
(appointed on 12 January 2009)
Mr. Kwong Ping Man
(resigned on 12 January 2009)

Registered Office

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda
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Head Office and Principal Place of Business

Suite 3404, 34th Floor
Bank of America Tower
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Central

Hong Kong

Bermuda Principal Share Registrar
and Transfer Office

Butterfield Corporate Services Limited
Rosebank Centre

11 Bermudiana Road
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Bermuda

Hong Kong Branch Share Registrar
and Transfer Office
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Hong Kong
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MANAGEMENT DISCUSSION AND ANALYSIS
Business and Operational Review

The Group has been facing the most challenging environment
in recent times with growth slowing in most markets and many
of world’s major economies in recession. The financial crisis
originated in the United States has led to global economic
activity slowing sharply in the last quarter of 2008 and through
the first half year of 2009 and this has already affected Hong
Kong.

As a result of the decrease in demand and the increased
price sensitivity from customers, the Group recorded revenue
from continuing operations (i.e. the conductive silicon rubber
keypads business) of approximately HK$22,480,000 for the
six months ended 30 June 2009, representing a decrease of
approximately 30.5 per cent. as compared with approximately
HK$32,324,000 of the corresponding period in 2008.

Adding to these is the fact that some of the production
costs such as Depreciation and Amortization on production
facilities are fixed in nature, the Group’s gross margin from
continuing operations therefore dropped from approximately
HK$4,449,000 loss in the six months ended 30 June 2008
to approximately HK$5,171,000 loss of the corresponding
period in 2009.

In addition, the Directors made impairment losses on available-
for-sale investment of approximately HK$2,838,000 for the six
month ended 30 June 2009 (six months ended 30 June 2008:
approximately HK$22,581,000) because of the downturn of
the stock market and the unsatisfactory performance of the
invested corporations.

On 23 May 2008, the Group announced the disposal of the
electronic products segment. The disposal was completed
on 26 February 2009, resulting in a gain on disposal of
approximately HK$90,888,000.

Accordingly, the Group recorded a consolidated net profit
attributable to shareholders of approximately HK$30,447,000
for the six months ended 30 June 2009 (six months ended
30 June 2008: loss of approximately HK$38,706,000).

Basic earnings per share from both continuing and
discontinued operations was approximately HK4.40 cents
for the six months ended 30 June 2009 (six months ended
30 June 2008: loss per share of HKB6.14 cents)
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Conductive Silicon Rubber Keypads

As a result of the decrease in demand and the increased
price sensitivity from customers, the Group recorded revenue
from the conductive silicon rubber keypads business of
approximately HK$22,480,000 for the six months ended 30
June 2009, representing a decrease of approximately 30.5
per cent. as compared with approximately HK$32,324,000
of the corresponding period in 2008.

Accordingly, this segment results dropped from approximately
HK$4,442,000 loss for the six months ended 2008 to
approximately HK$8,614,000 loss for the six month ended
2009, despite vigorous efforts in containing costs have been
made and operational efficiency has been improved.

In fact, conductive silicon rubber keypads are crucial
components in the production of electronic calculators,
electronic organizers, mobile phones and audio visual
products.

Electronic products

On 23 May 2008, the Group announced the disposal of
the electronic products segment where the disposal was
completed on 26 February 2009. The financial results of the
electronic products segment disposed for the period from 1
January 2009 to 26 February 2009 have been presented as
the discontinued operations. (Note: Figures for previous year
are relating to period from 1 January 2008 to June 2008)

Printed circuit boards

The printed circuit board segment was disposed of on 30
September 2008. Figures for previous year are relating to
period from 1 January 2008 to June 2008.

Available-for-sale investment

Following the completion of disposal of the printed circuit
board segment, the group became a shareholder of KFE
Japan on 1 October 2008 by subscribing for the KFE Japan
Subscription Shares, which is listed on the Nagoya Stock
Exchange. The group had been selling printed circuit board to
KFE Japan which was principally engaged in the development,
trading and manufacture of electronic products in Japan. The
value of KFE Japan Subscription Shares is accounted for as
available-for-sale investment.

Karce International Holdings Company Limited
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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.

The value of KFE Japan'’s shares has been decreasing because
of global economic tsunami. The value of the investment in
Hong Kong dollars as at 30 June 2009 is HK$5,403,000 and
an impairment losses of approximately HK$2,838,000 was
recorded for the six month ended 30 June 2009.

The impairment loss of approximately HK$22,581,000 for the
six months ended 30 June 2008 was relating to Ascalade
Communications Inc. (“Ascalade Inc.”), a corporation
incorporated pursuant to the laws of the Province of British
Columbia and whose securities were once listed on the
Toronto Stock Exchange, with the stock symbol “ACG”.
Ascalade Inc sought a protection from creditors under the
Companies’ Creditors Arrangement on 3 March 2008 and
was delisted on 3 December 2008. As a result, the value
of Ascalade Inc’s shares held by the group was completely
written-off in December 2008 where Ascalade Inc got de-
listed eventually.

INTERIM DIVIDEND

The Directors do not recommend any interim dividend for
the six months ended 30 June 2009 (six months ended 30
June 2008: nil).

CAPITAL STRUCTURE

Shareholders’ equity increased to approximately
HK$373,010,000 as at 30 June 2009 from approximately
HK$253,270,000 as at 31 December 2008. As at 30 June
2009, the short term and long term interest bearing debts to
shareholders’ equity was approximately 63.4 per cent. (as at
31 December 2008: approximately 22.7 per cent.).

As announced by the Group on 20 January 2009, the Group
entered into Subscription Agreements with each of the
subscribers for the subscription of 50,000,000 new shares
for a total consideration of HK$5,000,000 at the Subscription
Price of HK$0.10 per Subscription Share.
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The Subscription Shares of 50,000,000 new shares represent
about 7.66% of the then existing issued share capital of the
Group and about 7.12% of the enlarged share capital of the
Group immediately after the Subscription. The Subscription
Shares were issued under the General Mandate and rank
equally among themselves and with the then existing shares.

The Directors believe that the above fund raising exercise
provides an opportunity to broaden the shareholder base
and strengthens its capital base and financial position for its
future business developments. Further, the Group considers
that the Subscription is currently a preferred method of fund
raising as compared with other equity fund raising exercises
based on time and costs involved. The Group used the net
proceeds of the Subscription as general working capital of
the Group.

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 the Group to maintain a strong financial
position. As at 30 June 2009, the Group’s fixed deposits and
cash balances increased to approximately HK$3,664,000 (as
at 31 December 2008: approximately HK$1,609,000).

As at 30 June 2009, the current ratio was approximately
0.53 (as at 31 December 2008: approximately 1.7) based on
current assets of approximately HK$31,508,000 and current
liabilities of approximately HK$59,145,000 and the quick ratio
was approximately 0.88 (2008: approximately 1.7).

The Directors considered that the Group shall have sufficient
financial resources to meet its future expansion plan and
working capital requirement after a due consideration of the
net cash position and the availability of the existing banking
facilities.

Karce International Holdings Company Limited
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MATERIAL ACQUISITION AND DISPOSALS

On 23 May 2008, the Group announced the investment in
the production and distribution LCoS Television through an
acquisition. The acquisition was completed on 15 January
2009 (Please refer to Note 19).

Also on 23 May 2008, the Group announced the disposal
of the electronic products segment where the disposal was
completed on 26 February 2009. The financial results of the
electronic products segment disposed for the period from 1
January 2009 to 26 February 2009 have been presented as
the discontinued operations. (Note: Figures for previous year
are relating to period from 1 January 2008 to June 2008)

FOREIGN EXCHANGE RISK MANAGEMENT

Most of the Group’s assets and liabilities, revenues and
expenditure are denominated in Hong Kong dollars, the
United States dollars and the Renminbi. It is the Group’s
policy to adopt a conservative approach on foreign exchange
exposure management. However, the Group will continue to
monitor its foreign exchange exposure and market conditions
to determine if any hedging is required. The Group generally
finances its operation with internal resources and bank
facilities provided by the banks in Hong Kong.

As a measure of additional prudence, the Group used different
low-risk derivative instruments to manage its exposure to
foreign currency risks on the receivables and payables.

There are no outstanding derivative instruments as at 30 June
2009. The fair value of the Group’s outstanding derivative
instruments as at 31 December 2008 represents the net
amount the Group would receive/pay if these contracts were
closed out at 31 December 2008. 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.
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Apart from the above, most of the Group’s assets and liabilities,
revenues and expenditure are either denominated in Hong
Kong dollars, the United States dollars and the Renminbi.
Therefore, the Directors consider the exposure risk to foreign
currency fluctuations is minimal.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2009, the Group employed approximately
740 full time employees, out of which approximately 5 were
based in Hong Kong and approximately 735 were based in
the PRC. The Group’s remuneration policies are primarily
based on prevailing market salary levels and the performance
of the respective companies and individuals concerned.
Employees may also participate in the share option scheme
of the Group.

FUTURE PLANS AND PROSPECTS

In the first half of 2009, the impact of the decline of the global
economy adversely affected the Group’s businesses. However,
with the support of the Central Government’s initiative, the
Mainland economy has been progressively improved and the
impact of external economic factors affecting Hong Kong
should be mitigated to certain extent.

The global economy has not regained its strength, but the worst
situation has been passed. In the current difficult economic
environment, the Group has focused on maintaining strict
operational and financial discipline to successfully execute
its business strategy. The Group will continue to consolidate
existing business and enhance productivity and efficiency for
conductive silicon rubber keypads products segment.

Further to the acquisition of LCoS television business, as
explained in the Group’s announcement dated 20 April 2009,
the pledge created on the LCoS’s TMDC sale machineries has
not been discharged, the implementation of the production
and sales plan of the Suzhou Plant and the LCoS has been
delayed.
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The Group has been and will be monitoring the above
situation closely and taking all necessary actions to procure
the trial production at the Suzhou Plant to commence as
soon as practicable, so that the commercial production and
operations of the LCoS television will be commenced as
soon as possible.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN SECURITIES

As at 30 June 2009, the interests and short positions of the
Directors and the chief executives of the Group and their
associates in the shares, underlying shares and debentures of
the Group and its associated corporations (within the meaning
of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFQ”), as recorded in the register
maintained by the Group pursuant to section 352 of the SFO,
or as otherwise notified to the Group and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”), were as follows:

() Ordinary shares of HK$0.1 each of the
Company (Long positions)
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HRXGWMRESTR(MEEFA D) MR KB R BB
ERGRAERAR(TMZM)ST2H  AEEE
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LR (E & RES KB 2 I’k - 8RR
I REFFER 2 ESEORBNT

) ZF2AFAESREEIETZEER(YF

B)

Percentage

of issued

Number of share capital of

Name of Director Type of interest ordinary shares held the Company
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Mr. Sun Ying Chung Individual 23,000,000 3.27%
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(i) Share options

Details of the Directors’ interests in share options of
the Group are set out in the section headed “Share
Option Scheme” below.

Other than disclosed above and in the section headed
“Share Option Scheme” none of the Directors and the
chief executives of the Group and their associates
had any interests or short positions in any shares,
underlying shares or debentures of the Group or any
of its associated corporations (within the meaning of
the SFO) that was required to be recorded pursuant
to section 352 of the SFO, or as otherwise notified to
the Group and the Stock Exchange pursuant to the
Model Code at 30 June 2009.

SHARE OPTION SCHEME

Particulars of the Group’s share option scheme are set out in
note 25 to the consolidated financial statements.

The Company’s share option scheme (the “Share Option
Scheme”) was adopted on 29 May 2002 under which the Board
of the Directors may grant options to eligible participants,
including employees and directors, of the Company and
any of its subsidiaries for shares of the Company. The Share
Option Scheme is valid and effective for a period of 10 years
commencing from the adoption date after which no further
options may be issued.

The number of shares, which may be issued upon exercise
of all outstanding options granted under the Share Option
Scheme and other schemes adopted by the Group, is not
permitted to exceed 30% of the shares of the Company in
issue at any point in time. The total number of shares in
respect of which options may be granted under the Share
Option Scheme and other schemes adopted by the Group in
aggregate is not permitted to exceed 10% of the shares of
the Company in issue at the adoption date. The total number
of shares in respect of which options may be granted to any
individual is not permitted to exceed 1% of the shares of the
Company in issue at any 12-month period.
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Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option may be exercised
from the date of acceptance of the offer of such option to
the earlier of the date on which such option lapses and 10
years from the offer date of that option. The exercise price
is determined by the directors of the Company, and will not
be less than the higher of the closing prices of the shares on
the Stock Exchange on the date of the grant of the options,
the average of the closing prices of the shares for the five
trading days immediately preceding the date of the grant of
the options and the nominal value of the shares.

No share options have been granted under the Share Option
Scheme since its adoption.

Other than the Share Option Scheme disclosed above, at no
time during the year was the Group or any of its subsidiaries
a party to any arrangements to enable the Directors or their
respective spouses or minor children to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Group or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2009, the register of substantial shareholders
maintained by the Group pursuant to section 336 of the SFO
showed that, other than the interests of certain Directors
disclosed under the section headed “Directors’ and Chief
Executives’ Interests in Securities” above, the following
shareholders had notified the Group of the interests and short
positions in the shares and underlying shares of the Group:

AN NER 2 R ER A N HRENET
RBIER HEAZEABREZZAMEEZE
RBRERR AL REREEZARER +FE
BAREE R%E) IFHIRTTE - (TRERAARE
EETE WA MERRBIAER H B RO
PremiE  ERRBRERL B AERSA
B REE R PR ERR D EEZESE

B RORE AR ST 8178 BR AR DA SR B S AR IR PR R AR 5 8
BRI ERRBAE -

BRI SO R 2 RIB AR 8151 - MAFEEMR
I - 75 [ 3 B AT AT B B~ A B R 2 B ] &2
B BEESESARER B 2B ARNE T LIRS
EEASESEAHEMEABERE 2B RESFmE

N
S o
mm

FERR

BREXTEERTRTHRABZES LS IFTRE
ZETEEERI R-TTAFRA=1TH R
EEs R GRIIEIBCHFE T BB REME
R NHIBRRE M ANEEENA KBRS KA
RS MAR

Long positions 'S}
Percentage
of issued
Number of share capital of
Name of shareholders Capacity ordinary shares held the Group
EAKEED &7
RRERB 54 BEZEERHE RAZBEDEH
Golden Mount Limited (Note) (H72%+) Beneficial owner 151,180,000 21.52%
EnmEEA
Perfect Treasure Investment Limited Beneficial owner 87,800,000 12.87%
EnEEA
Note: Golden Mount Limited is beneficially owned by Mr. K5t © Golden Mount Limited /&S £ 50 £ (AR A

Chim Pui Chung, who does not hold any positions in
the Company.

BREEMBE) BERSHES -
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Other than as disclosed above, the Group has not been
notified of any person, other than a Director of the Group,
had any other interests or short positions in the shares and
underlying shares of the Group as recorded in the register
required to be kept under section 336 of the SFO as at 30
June 2009.

CORPORATE GOVERNANCE
Corporate Governance Practices

The Group has established a formal and transparent procedure
to protect the interests of the shareholders of the Group. The
Group regularly reviews the corporate governance procedures
and developments of the Group. The Group applied the
principles and complied with all the code provisions as set out
in the Code on Corporate Governance Practices contained in
Appendix 14 to the Rules (the “Listing Rules”) Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) throughout the period under
review, except that:

Under the code provision A.2.1, the roles of chairman and chief
executive officer (“CEQ”) of the Group should be separate and
should not be performed by the same individual. The division
of responsibilities between the chairman and CEO of the
Group should be clearly established and set out in writing.
The roles of the chairman and the CEO of the Group was
not separated and was performed by the same individual,
Mr. Tong Shek Lun throughout 2008. Mr. Chim Kim Lun,
Ricky succeeded the roles of chairman and CEO following
Mr. Tong'’s resignation on 2 March 2009. Mr. Sun Ying Chung
further succeeded the roles of chairman and CEO following
Mr. Chim’s resignation on 16 April 2009. The Directors meet
regularly to consider major matters affecting the operations
of the Group. The Directors consider that this structure will
not impair the balance of power and authority between the
Directors and the management of Group and believes that
this structure will enable the Group to make and implement
decisions promptly and efficiently.

Karce International Holdings Company Limited
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Directors’ Securities Transactions

The Group has adopted a code of conduct regarding Directors’
securities transactions 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 Directors have complied with such code of conduct and
the required standard of dealings and its code of conduct
regarding securities transactions by the Directors throughout
the six months ended 30 June 2009.

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 interim results
for the six months ended 30 June 2009.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the six months ended 30 June 2009, neither the
Company nor any of its subsidiaries had purchased, sold or
redeemed any of the listed securities of the Group.

PUBLICATION
INFORMATION

OF OTHER FINANCIAL

Other financial information containing all the information
required by Appendix 16 of the Listing Rules will be published
on the Stock Exchange website in due course.

On behalf of the board of Directors

Sun Ying Chung
Chairman and Managing Director

Hong Kong
25 September 2009
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SIS

INTERIM RESULTS

ZREXEEARAATARADESS(E
EF2MAEMARAREMB QB (HHE K%
B DEE-_ZETAFAAA=THIEREAZRESE
RERGEE2ERE  ER-_TTN\FRYZAL

The board of directors (the “Directors” or the “Board”) of Karce
International Holdings Company Limited (“the Company”) is
pleased to present the unaudited condensed consolidated
operating results of the Company and its subsidiaries

(collectively, the “Group”) for the six months ended 30 June FEZLBHFTMT :
2009, together with the unaudited comparative figures of the

corresponding period in the 2008 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT fHEAfR G185 &

For the six months ended 30 June 2009 BHE-_ZEZAFA=1THILXEA

Six months ended 30 June
BZAA=1+HILAEA

2009 2008
S —=2)\F
Notes HK$’000 HK$'000
Hiat FET FH&T
(Unaudited) (Unaudited)
(REEZR) (RgEZ)
Continuing operations FEREER
Revenue Wz 3 22,480 32,324
Cost of good sold SHE B mBAR (27,651) (36,773)
Gross loss E¥i=! (5,171) (4,449)
Other revenue HA A 3 4 48
Other gains and losses Hith iz J B8 4 (33,054) -
Selling and distribution costs HEMRDIHER (312) 817)
Administrative expenses THAX (8,859) (11,138)
Impairment loss recognised in HAHEERERRZ
respect of available-for-sale BEEE
investment (2,838) (22,581)
Finance costs LR DN 6 (18,047) (190)
Loss before taxation BREIRTEE 5 (68,277) (39,127)
Income tax expenses FISBif 7 1,649 (3398)
Loss for the period from REFELEET
continuing operations 2 N EE (66,628) (39,465)

Karce International Holdings Company Limited
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Six months ended 30 June
BZEXA=1tHILXEAR

2009 2008
—EZNF —EENEFE
HK$’000 HK$’000
FET FAT
(Unaudited) (Unaudited)
(REBEZR) (REEEZ)
Discontinued operations RIS
Profit for the period from KB R T
discontinued operations 2 7N B A 97,075 759
Profit/(loss) for the period RER R (E18) 30,447 (38,706)
Attributable to: AT FE(S -
Equity holders of the Company RRFIRERE A 30,447 (38,706)
Earnings/(loss) per share BRER(BE)
From continuing and discontinued 7% B 135 48 48 & 2 75 1
operations RIEREET
Basic HIK 4.40 (6.07)
Diluted p 2.92 (6.07)
(HK cents per share) (EFREAL)
From continuing operations REFELEER
Basic HIK (9.62) 6.19)
Diluted p (9.62) 6.1
(HK cents per share) (EFREAL)

Interim Report 2009
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the six months ended 30 June 2009

HAGRE 2 EBAR

BE_ZETNFA=THLEAHEA

Six months ended 30 June
BZEXA=1THILXEAR

2009 2008
—EZNF —EENF
Notes HK$’000 HK$’000
HteE FET FH&T
(Unaudited) (Unaudited)
(REBER) (RgEZ)
Profit/(loss) for the period REER (B8 30,447 (38,706)
Exchange difference on translation 12 & B4 B 75 3R &
of financial statements of ZIERER
foreign operations
— continuing operations —FBELEEL (115) 3,545
— discontinued operations — R IEEET (1,474) 14,405
(1,589) 17,950
Other comprehensive income for  REFE b2 H
the period WA
— continuing operations — R R - -
— discontinued operations — IR R TS (34,516) -
(34,516) -
Total comprehensive income AE2ENALE
for the period (5,658) (20,756)
Attributable to: AT FE(S -
Equity holders of the Company RRTIRERB A (5,658) (20,756)

Karce International Holdings Company Limited
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CONDENSED CONSOLIDATED STATEMENT OF fBA%& KRN &
FINANCIAL POSITION
As at 30 June 2009 RZEZENFNA=+H
30 June 31 December
2009 2008
—EENE —EENF
ANA=1+H +=—A=+—~”
Notes HK$’000 HK$’000
Bt FET FET
(Unaudited) (Audited)
(RE&ERZ) (8 F%)
Non-current Assets FkRBEE
Property, plant and equipment VI - R LA 11 51,481 53,676
Prepaid lease payments B 3,476 3,526
Available-for-sale investment AHEERE 5,403 8,241
Club debenture SHES 600 600
Intangible assets mEEE 12 668,000 -
Goodwill EES 19 76,754 -
805,714 66,043
Current Assets REEE
Inventories FE 7,596 7,074
Trade and bills receivables Z 5 WG IE K R R & 13 12,688 29,782
Prepayments, deposits and TERRIE - Bek
other receivables H b fE U SR IE 14 7,560 28,899
Bank balances and cash RITHEGE MRS 3,664 1,609
31,508 67,364
Assets classified as held for sale D fEABIEHE 2 BE - 382,490
31,508 449,854
Current Liabilities REaE
Trade and bills payables B SR IE R R R 15 11,677 22139
Other payables and accruals HMENRIBERETEA 16 31,550 30,815
Amount due to a shareholder JES — R IR kA 15,500 15,500
Tax liabilities MIBAE 20 20
Obligation under finance lease BMEHERMT
— due within one year —R—FREIE] 398 -
59,145 68,474
Liabilities associated with assets ~ HADIE A EHEELE
classified as held for sale HEzasE - 190,971
59,145 259,445
Net Current (Liabilities)/Assets HiE(&E) EEZEE (27,637) 190,409
Total Assets less Current WEERRE
Liabilities =L 778,077 256,452

Interim Report 2009
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30 June

31 December

2009 2008
—EZNF —EENF
AA=+H +=ZA=+—H
Notes HK$’000 HK$’000
HtaE FET FH&T
(Unaudited) (Audited)
(REBER) (fe&EZ)
Non-current Liabilities FRBEE
Obligation under finance lease REMEERME
— due after on year — R —F1& 2 H 604 -
Convertible bonds AR E S 17 165,759 -
Deferred tax liabilities RIERIERE 18 168,932 3,182
Promissory notes A EE 19 69,772 -
405,067 3,182
Net Assets EERE 373,010 253,270
Equity attributable to equity EARREFEA
holders of the Company B
Capital and Reserves EXR#E
Share capital &7 70,236 65,236
Reserves i 302,774 188,034
373,010 253,270

Karce International Holdings Company Limited
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CONDENSED CONSOLIDATED STATEMENT OF fHGARR B E X
CHANGES IN EQUITY

For the six months ended 30 June 2008 — unaudited HE_ZZ)\FNAZ+HIENEAR - REEZ
Attributable to equity holders of the Company
RRARERE AR
Asset Capital
Share Shae  Captal  Specid  Statutory revaluation  Exchange redemption  Refained
capifel  premum  reserve  reServe  reSeves  feseve  reserve  reserve proft Total

B &R B Aw EEEM ER EARE (8
BE o BE BB BE 0 BE 0 BR 0 BB BE MW A
HKS00  HKSO00  HKSO00  HKS000  HKSO0D  HKS000  HKS000  HKBOOO  HKS000  HKSO0D
T TAn TR TR TAn  TAn TR TR TAn TR

A1 January 2008 R_ZENE-R-H 54436 82364 3597 19487 6003 51949 29785 1564 93326 375,081

Exchange difference on tranlation AEENER B R

of foreign operations - - - - - - 1719%0 - - 1790
Net income recagnised MEREREDL

directly in equity WAFE - - - - - - 1790 - - 1790
Loss for the period FHEE - - - - - - - - (38706)  (38,706)
Total comprehensive income FHEENALE

for the period - - - - - - 17,950 - (387000 (20,756
lssue of shares ki 10800 21600 - - - - - - - 3400
Share issLe expenses O - (1089) - - - - - - - (1089)
At 30 June 2008 NZZENERAZTR 65,236 102875 35,097 19,487 6,903 51,949 47,705 1,564 54620 385,586

Interim Report 2009 2 1
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For the six months ended 30 June 2009 — unaudited

SCETAEAASHAIARA - REBRE

2

Attributable to equity holders of the Company

KOARREEARE
Asset  Investment Capital - Convertible
Share Share  Capitl ~ Special  Statutory revaluation revaluation  Exchange redemption bonds  Retained Discontinued
capital  premium  reseve  reseve  reserves  reseve  reseve  reserve  reseve reserve profit  operations Total
BEER  REER E58E  WER &t
Re  BOEE  EAEE  WRBE ARG i i EXGR BF EARE REEW  HERR ait
HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000
Tén  TEn TR TEn TR TEn  TEn TR TR TEn  TEn TEm TER
At 1 January 2009 NZEENE-A-E 8526 102875 26,084 3,567 6,53 1656 (436) 10627 1,564 - (2413 10197 253210
Exchange diference on transation - £EEI$H 2
of foregn operations 3523 - - - - - - - (118) - - - {1474 (15%)
Net income recognised IEREREL
drectly n equity LN - - - - - - - (115) - - - (14T (1589)
Proft for the period el - - - - - - - - - - N -
Transfer o proft or loss on EBnHEE
disposal of foreign operations ~ BZER - - - - - - - - - - BRI (100493 (34516)
Totel comrehensive income THRERALE
for the period - - - - - - - (115) - - 96424 (101,967) (5,658)
Issue of shares B0l 5,000 - - - - - - - - - - - 5000
Equity component of ThRERZ
convertble bonds Eadh - - - - - - - - S LIA LY - - 14189
Defered tax aisng fom issue of {7145 fE%
convertile bonds EE/EERE - - - - - - - - - ) - - B
At30 June 2009 RZEENEAA=TH 026 102875 26,084 3,557 6,553 1,656 (436) 10512 1564 120308 24011 - a0

Karce International Holdings Company Limited
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CONDENSED CONSOLIDATED STATEMENT OF EHZAESHhEaR

CASH FLOWS

For the six months ended 30 June 2009

BE_ZETNFNA=THILEAHEA

Six months ended 30 June
BEXA=1tHILXEA

2009 2008
—EEhEF —TENF
HK$°000 HK$’'000
FET TFHT
(Unaudited) (Unaudited)
(REEZ) (REEZ)
Cash generated from/ RE(BR)REEB RS
(used in) operations 49,153 (30,447)
Tax refund/(paid) BiRE(BER)BIE 7 (215)
Net cash generated from/ RE(BR)IREEB2REFE
(used in) operating activities 49,160 (30,662)
Net cash generated from/ KRB (FER)BREXER2BRELFHE
(used in) investing activities 200,455 (1,832)
Net cash (used in)/generated (BR),/ REMEXBE RS TFE
from financing activities (247,445) 26,207
Net increase/(decrease) in BeERBELEEIER
cash and cash equivalents #in, G ) B 2,170 (6,287)
Cash and cash equivalent R—B—BZzHEER
at 1 January REEEEHR 1,609 53,179
Effect of foreign exchange EREE w8
rate changes (115) 638
Cash and cash equivalent RAB=1+HZEEK
at 30 June REEEER
Bank balances and cash RITEERES 3,664 47,530
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NOTES TO THE UNAUDITED CONDENSED FREZEPLSEREAMT
CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PREPARATION AND ACCOUNTING POLICIES 1. WAEBEERSTTER

The Company is incorporated in Bermuda as an exempted KATTh— FﬁEﬁ%LIHﬂﬁXiZ%%ﬁ%ﬁﬁﬁﬂ
company with limited liability and its shares are listed on G ﬁ%@%%%ﬁéi%%ﬁ@ U%X
the Stock Exchange of Hong Kong Limited (“the Stock Frl) ETh e KRR A—REREZER P RE
Exchange”). The Company is an investment holding company II%&%E* @W&%EFﬁﬁﬁiﬁ N2
where the Group is principally engaged in the manufacture Hj EHETEMMOAE ftﬂ’f&%?f% B
and sale of conductive silicon rubber keypads, while the KRB EERE - SREFHRERETT
Group has disposed of its operations in electronic products (EHZIK A ﬁ%)f@]
and printed circuit boards, with production facilities in the
People’s Republic of China. The consolidated financial
statements are presented in Hong Kong dollars, which are
the functional currency of the Company.
The condensed consolidated interim financial information has G EP M BERN NRBEESAS
been prepared in accordance with the Hong Kong Accounting 7B ﬁ‘ﬁZ HESFENT BB ER]]) 3458
Standard (“HKAS”) 34 “Interim Financial Reporting” issued by [ EABF TSR & | S B A2 P38 5 E T 48 BIIBf 816
the Hong Kong Institute of Certified Public Accountants and R o BB P A I BRI TR A 2 2RTBUR &
Appendix 16 of the Rules Governing the Listing of Securities A EREBIAEEHE _TTNF+_A=
on the Stock Exchange. The accounting policies and basis T—RIEFECFEBRERMAEAE N M
of preparation adopted in the preparation of the interim DAT%EET%‘?%M%%?&%ZEE'JU355%57} s
financial information are the same as those used in the Bl BIEFMBEREMERELER  BBGTE
annual financial statements of the Group for the year ended W&é&&£$%lﬁﬁ/§ W B fEANHAR 2
31 December 2008, except in relation to the following new ISR aR AR SR B B IR ER A
Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all HKFRSs, HKASs and Interpretations) that affect
the Group and are adopted by the Group for the first time
for the current period’s financial statements:
HKFRSs (Amendments) Improvement to HKFRSs BB R R B 7R SR A S Bl M
(&7T)
HKFRS 1 and HKAS 27 Cost of an Investment in a B 7R A YR REB AT - RIS
(Amendments) Subsidiary, Jointly Controlled BB EST B UNCIv4
Entity or Associate Rl o78 (151T) REMA
HKFRS 2 (Amendment) Vesting Conditions and BB ERE B G R st 8s
Cancellations JERIE05E (153])
HKFRS 7 (Amendment) Financial Instruments: BT TR IR AR SRITAE : HRE-—KE
Disclosures — Improving B75(EE]) BESRIAZRE
Disclosures about Financial
Instruments
HKFRS 8 Operating Segments BAMBEREER BERE
£85%
HKAS 1 (Revised) Presentation of Financial HEEO RS9 BB RE 7 275
Statements (£1E3])
HKAS 23 (Revised) Borrowing Costs AR FE235E BERA
(#&1&3T)
HKAS 32 and 1 Puttable Financial Instruments EB AR E329E HESRMTARER
(Amendments) and Obligations Arising on &S BELZET
Liquidation RRIZE 5 (55T)
HK(IFRIC)-Int 13 Customer Loyalty Programmes & (BB & iRs = E R EE
REZEE)
—REF135%
HK(IFRIC)-Int 15 Agreements forthe Construction & (AR ERE2E BiEESR S
of Real Estate £E8e)-2BE155
HK(IFRIC)-Int 16 Hedges of a Net Investment in =5 (BB SR SN FESFINE
a Foreign Operation RELFEE)-RE16%

Karce International Holdings Company Limited
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BASIS OF PREPARATION AND ACCOUNTING POLICIES
(Continued)

The application of HKFRS 8 Operating Segments resulted in
a redesignation of the Group’s reportable segments (Note 2),
but has had no impact on the reported results or financial
position of the Group.

The application of HKAS 1 (Revised) Presentation of Financial
Statements introduced a number of terminology changes
(including revised titles for the condensed consolidated
financial statements) and has resulted in a number of changes
in presentation and disclosure. However, HKAS 1 (Revised)
has had no impact on the reported results or financial position
of the Group.

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

SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments with
effect from 1 January 2009. HKFRS 8 requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the directors in order to allocate resources to the segment
and to assess its performance. In contrast, the predecessor
standard (HKAS 14 Segment Reporting) required an entity to
identify two sets of segments (business and geographical),
using a risks and rewards approach, with the entity’s “system
of internal financing reporting to key management personnel”
serving only as the starting point for the identification of such
segments. As a result, following the adoption of HKFRS 8,
the identification of the Group's reportable segments has
changed.

The Group’s reportable segments under HKFRS 8 do not
differ materially from those previously disclosed under HKAS
14. In prior years, segment information reported externally
was analysed on the basis of the types of goods supplied by
the Group’s operating divisions (i.e. conductive silicon rubber
keypads, electronic products and printed circuits boards).
The directors of the Company considered that the current
segment presentation provides sufficient and appropriate
information to the Group’s key management for the allocation
of resources to the segment and to assess its performance,
as the current presentation has already focused specifically
on the category of customers for different type of goods. The
Group’s reportable segments under HKFRS 8 are therefore
as follows:

- Conductive silicon rubber keypads

- Electronic products — disposed of during the six
months ended 30 June 2009 (Note 20)

- Printed circuit boards — disposed of during the year
ended 31 December 2008

- LCoS television — acquired during the six months
ended 30 June 2009 (Note 19)
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BB EFEMIENEERR)ETON -
ARBEERA AR Z 252 HHIZEN AR
BRIERZEP DR HRBZ D25 /A%
BX2EEABRREARRSEZER - UDR
DEPEIR M FHAERIR o Bt - AEERERE
BB ERIESHE 2 AT RN F25N 0T

- EBEERBRE

— BfER-—CREE-_ZTAEAA=+
A 1E7X{E A HE (5E20)

- EABEER-ENEE_TZTN\F+_A
—t+—HIFEHE

— LCOSER —EREE-ZTThENA=
+ B b/ @ A Y EE (KiEE19)
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SEGMENT INFORMATION (Continued) 2, DEER(E)
The following is an analysis of the Group’s revenue and results AT AR ERE B S BIREE D EEl D 2 W
by operating segments for the periods under review. NEEBEDHT ©
Six months ended 30 June 2009 HE-ZTTNFAA=+THIEAEAR
Continuing operations Discontinued operations
b5 RIEEEER
Conductive Printed
silicon LCoS Electronic circuit
rubber keypads television  Eliminations Total  products boards  Eliminations Total Consolidated
e LCoS
i ER ] & ETER OHERK ] ait &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$1000
TERL TERL TR T ThRL ThRL TR T TERL
Revenue g
Extemal sales e 2480 - - 2,480 91,287 - - o127 13767
Inter-segment sales HEHE 1,442 - (1,442) - 180 - (180) - -
Total revenue WREE 2922 - (1,442) 2480 91,467 - (180) 91,287 113,767
Operating proft{oss) et/ (F8) (6,614) (629) (1262 (10508) 5,644 - 1,262 6,906
Exclude - realised gan on foreign~~~ TRHE-MNERSANZ
exchange forward contracts EERME - - - - (564) - - (564)
Segment result i (8,614) (629) (1,262) (10,50) 5,080 - 1,262 6,342 (4,163)
Unallocated corporate expenses FAELERR
Operating loss of other segment EfpAgrmesE (3,833) - (3833)
Realised gain on foreign exchange ~ SEEHAHZ
forward contracts EERME - 564 564
(Gain on dlsposal of subsidiaries HEHBARZUE - 90,888 90,388
Gain on waiver of promissory notes ~ BEAE ZE A 28,297 = 28,297
Loss on redemption of promissory notes BB 27 Elg (61,351) - (61350)
Finance costs BERK (18,047) (M9 (18,766)
Impaiment loss recogrised in respect  FLAME EREREDL
of avallble-for-sae investment HEEE (2,838) = (2839)
(Loss)/profit before taxation BHH(BE) /&7 (68.277) 97,075 2,798
Income tax expenses FiEtEY 1,649 - 1,649
(Loss)/profit for the period K458/ (66,628) 97,075 047

Karce International Holdings Company Limited
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2. SEGMENT INFORMATION (Continued) 2. DEBER(E)

Six months ended 30 June 2008 HE—_ZTZ\FRA=Z+HLENEA

Continuing operation Discontinued operations
HEERE AHEERH
Conductive Printed
slicon Electronic cirout
rubber keypads ~ Eliminations Total products boards  Eliminations Totd  Consolidated
L
s A A EfER  DHEER 0] ait &a
HKS 000 HKS000 HKS 000 HKS 000 HK$ 000 HKS 000 HKS'000 HKS'000
TR T TR T T Tin T Tin
Revenue &
Eitermal sdles bl 8234 - 234 301,467 12,19 - 43,663 375,987
Inter-segment sales PERE 9,555 (9,555 - 2082 14,068 (16,120) - -
Total revenue e 41879 (9,555) 32,324 308519 56,264 (16,120) 343,663 375,987
Operating proft/Joss) eiF|/ (Bl (4.4d6) (7,663) (12,109) 5210 (8846) 7,663 4,087
Bclude - redised ganon foreign~~~ FRAE-JERHEHZ
exchange forvard contracts e 4 - 4 (785) - - (785)
Segment result AR%E (4442) (7,663) (12,105) 4,485 (8,846) 7,663 3302 (8803)
Unallocated corporate expenses RAEAERR
Qperating loss of other segment EfpAgmesE (4247) - [4247)
Realised gain on foreign exchange
forward contracts NEREAN EERNE {4 78 781
Finance costs BENA (190) (2.261) (2451)
Impaiment loss recognised In respect  SLA & ER AR L
of avallble-for-sale investment HiEEE [22581) - (22.581)
(Loss)profi before taxation Wit (BE) /A (30,127) 1826 (37,301)
Income tax expenses FERRY (33) (1,067) (1405
(Loss)/proftfor the period KH(ER)/ & (39.465) 759 (38,706)
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3. REVENUE AND OTHER REVENUE 3. WA REABUA

Revenue, which is the Group’s turnover, represents the net WaRIRBIAR QR 2 5 - BHBRBARRERE
invoiced value of goods sold, after allowances for returns SIHNEZHEERERFE -

and trade discounts during the period.

An analysis of other revenue is as follows: EMAZ AT
Continuing operations  Discontinued operations Consolidated
BELEEY RIEREHK wE
2009 2008 2009 2008 2009 2008

“BRAE —TT)\& ZBBNF —TT)\F ZBBAFE —TT)\F
HK$000  HK$000  HK$000  HK$'000  HK$000  HK$'000
TR TAT TR TAT TR TAT

Interest income FEUA 4 48 - 276 4 324
Gain on fair value THEERTA
change on derivative NFEES
financial instruments gy - - 564 785 564 785
Gain on disposal of HEWE -
property, plant B &
and equipment F M - - - 278 - 278
4 48 564 1,339 568 1,387
4. OTHER GAINS AND LOSSES 4. HiblhZ R EE
Continuing operations  Discontinued operations Consolidated
BEKCEER R Foe)
2009 2008 2009 2008 2009 2008

—BEBRAE —TT)\& ZBBNF —TT)\F ZBBAE —TT)\F
HK$000  HK$000  HK$000  HK$'000  HK$000  HK$'000
TR TAT TET TAET TR TAT

28

Gain on waiver of HREEERE
promissory notes & 28,297 - - - 28,297 -
Loss on redemption of ~ f&E[EI&
promissory notes SR EE
(note 1) (BFsE1) (61,351) - - - (61,351) -
Gain on disposal of HEWMB QA
subsidiaries (Note 20) pdl €
(PB§7E20) - - 90,888 - 90,888 -
(33,054) - 90,888 — 57,834 -
Note: BaE

(1) The loss on redemption of promissory notes is
derived from the difference between the principal
amount of proimssory notes of HK$250,000,000 and
carrying amount of promissory notes of approximately
HK$188,649,000. Please also refer to Note 19 for
details of promissory notes.

Karce International Holdings Company Limited
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LOSS BEFORE TAXATION

5. BRBLAIE R

Continuing operations  Discontinued operations

Consolidated

BECEER RILEEER RE
2009 2008 2009 2008 2009 2008
—EThAE ZTTN\F ZBEAFE ZTT/N\F ZEBEAF ZITITNF
HK$’000 HK$’'000 HK$’000 HK$’000 HK$’000 HK$’'000
TERT FHET FExT FHET FHT FAT
Loss before taxation BRERESIE
has been arrived at KR
after charging: TEIPEE
Cost of inventories BRRMAZ
recognised as expense ZIFERA 10,731 15,300 57,100 232,300 67,831 247,600
Loss on disposal of HEWE - BB
property, plant and Pl i
equipment 287 - - - 287 -
Depreciation and HrEREE
amortisation
- Properties, % - BE
plant and i
equipment 4,554 4,344 3,707 15,258 8,261 19,602
- Prepaid lease —EEe
payments 49 48 62 198 111 246
Impairment loss BB SEUGRE
recognised in respect RLBE
of trade receivables B 200 142 - - 200 142
Allowance for obsolete  FRE Ki#4s
and slowing moving TFERE
inventories 405 996 - - 405 996
Operating lease rentals ~ &&fHEMS 1,070 75 55 410 1,125 485
Staff costs EERAR 9,263 13,763 15,009 70,058 24,272 83,821
Impairment loss FhATat e
recognised in respect BE®RLZ
of available-for-sale REETE
investment 2,838 - - - 2,838 -
Loss on fair value TESRTA
change of derivative NHEEE)
financial instruments E518 - 4 = = 4
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6. FINANCE COSTS 6. A& B A

Continuing operations Discontinued operations Consolidated
BEREER IR =E
2009 2008 2009 2008 2009 2008

ZERAE  —TT/\F  ZBBEAFE  —TT/\F ZBBRFE —TI)N\F
HK$°000 HK$'000 HK$°000 HK$000 HK$°000 HK$'000
THET FHET THET THET THET FHET

Imputed interests on: A T &IEZ {E5HH 8

Convertible bonds ~ A[#EkES 9,948 - - - 9,948 -
Promissory notes RRRE 8,032 - - - 8,032 -
Interests on: UTEEZFE

Bank borrowings ERLER
wholly repayable THEEZ

within five years RITEE 30 190 696 1,562 726 1,752
Obligation under REREET
finance lease 37 - 23 699 60 699
18,047 190 719 2,261 18,766 2,451
7. INCOME TAX EXPENSES 7. FTiEBiEx
Hong Kong profits tax has been provided at the rate of 16.5% BRENEHRIDIRBRAAREBEE 2 BT ERT
(30 June 2008: 16.5%) on the estimated assessable profits wmAIE16.5% 2 ME(ZTENFAA=1T0H:
arising in Hong Kong during the period. Under the relevant 16.5%) 5112 o BIBPBIERAMEEE - AEE 2
prevailing PRC income tax law, the PRC subsidiaries of the PRI B A RIZEIR IR A & B 2 JERBIUIAIZ25%
Group are subject to income tax at a rate of 25% (30 June (ZZ2EZNFARA=TR : 25%) 2 R EBMNETIF
2008: 25%) on their respective taxable income. o
Continuing operations  Discontinued operations Consolidated
BEREER RIEREER e
2009 2008 2009 2008 2009 2008

—EBAF C-TT/\& ZBBAF —TT)\F ZBBAF ZTT)\F
HK$000  HK$'000  HK$000  HK$'000  HK$000  HK$'000
TET TAT TR TAT TR TAT

Current tax: BNERF I -
Hong Kong Profits Tax ~ &/& IS8 (14) 338 - - (14) 338
PRC enterprise PR
income tax FTiSHi 6 - - 1,067 6 1,067
Profit tax (Refund) FIEH GRE) (8) 338 - 1,067 (8) 1,405
Deferred taxation EEFIR (1,641) - (1,641) -
Tax (credit)/charge B IE ()
for the period a3 (1,649) 338 - 1,067 (1,649) 1,405

Karce International Holdings Company Limited
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DISCONTINUED OPERATIONS 8.

On 26 February 2009, the Group disposed of its 100%
equity interests in Xinyu Electronics Limited, Joyham Jade
Limited, Sabic Electronic Limited and Habermann Limited,
which carried out all of its electronic products operation. For
details, please refer to Note 20.

The profit for the period from the discontinued operations is
analysed as follows:

RIZEZNF_A-+B KEBHEERH
ﬂZ ETABRAF « Joyham Jade Limited * Sabic
Electronic L|m|ted)§2Habermann Limitedz & #B
5t ZERRREERHETEREYR - 6
B2 HM 20 ©

KERIERLERB 2 ANEBENDTMT -

2009 2008
—EENF —ETNEF
HK$’000 HK$'000
THET FAET
Profit of electronic products B EmFES AR
operation for the period 6,187 10,015
Loss of printed circuit boards ENREBRRIR E 15 2 AHAES 1R
operation for the period - (9,256)
Gain on disposal of electronic S B 2 e (B EE20)
products operation (Note 20) 90,888 -
97,075 759

EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO 9.
ORDINARY EQUITY HOLDERS OF THE COMPANY

From continuing and discontinued operations
The calculation of the basic and diluted earnings/(loss)

per share attributable to the ordinary equity holder of the
Company is based on the following data:

FAREERRERFEARGESRET(HE)

REFASEEBRREEEER

ARRIEBREESEARIGESRERNREETR
A,/ (B8R TR T BB E

2009 2008
—EThF —EENF
HK$’000 HK$’000
FET FAET
Earnings/(loss) AT (EE)
Earnings/(loss) for the purpose METEEREART,(EE)
of basic earnings/(loss) per share Z%?ﬁ /(Eﬂé 30,447 (38,706)
Effect of dilutive potential EBIEHE TR e
ordinary shares:
Interest on convertible bonds AR ESH 2 F) B 9,948 -
Earnings/(loss) for the purpose At EESREERT,
of diluted earnings/(loss) (BB Z&8H,/
per share (B18) 40,395 (38,706)
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9. EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO 9. ARELERRESEABGERER,(HE)

ORDINARY EQUITY HOLDERS OF THE COMPANY (#&)
(Continued)
From continuing and discontinued operations REBECEEBRRILCEEK(E)
(Continued)
2009 2008
—EEAEF —ZET)N\F
’000 '000
¥ ¥
Number of shares B2 H
Weighted average number of HETEERELRREF, (B1E) 2
ordinary shares for the purpose TR NS
of basic earnings/(loss) per share 692,411 637,602
Effect of dilutive potential BEBRELBRCTE
ordinary shares:
Convertible bonds AR E S 691,989 -
Weighted average number of BEAHOGRESERN S (BE) 2
ordinary shares for the purpose I3 A% hnAE 9 8K
of diluted earnings/(loss)
per share 1,384,400 637,602
There was no diluting event existed during the six months REBEEZ-_ZTZ)\FA=1+HILNEA - T TF
ended 30 June 2008. EEAEEEY -
From continuing operations REBERLER

The calculation of the basic and diluted loss per share from
continuing operations attributable to the ordinary equity

holder of the Company is based on the following data:

ARRIEBRBERSEARGRE
BREAREEEBIIZ TR E -

BEBZE

2009 2008
—EENEF ZEENF
HK$’000 HK$°000
FET FAT
Earnings/(loss) B (EHE)
Loss for the purpose of basic loss FtatE T EAEE 2 E18
per share (66,628) (89,465)
Effect of dilutive potential BEEELER T2
ordinary shares:
Interest on convertible bonds AIRRES 2 FIE 9,948 -
Loss for the purpose of diluted ETESREEEIE CEE
loss per share (56,680) (39,465)

Karce International Holdings Company Limited

32 FREXEEERQF



10.

11.

EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY
(Continued)

From continuing operations (Continued)

The denominators used are the same as those detailed above
for both basic and diluted earnings/(loss) per share.

Diluted loss per share from continuing operations for the
six months ended 30 June 2009 was the same as the
basic loss per share. The Company’s outstanding convertible
bonds were not included in the calculation of diluted loss
per share from continuing operations because the effect
of the Company’s outstanding convertible bonds was anti-
dilutive.

There was no diluting event existed during the six months
ended 30 June 2008.

From discontinued operations

Basic and diluted earnings per share for the six months ended
30 June 2009 for the discontinued operations is HK14.02
cents per share and HK7.01 cents per share respectively. The
numerators are based on the profit for the six months ended
30 June 2009 from discontinued operations of approximately
HK$97,075,000, while the denominators used are the same
as those detailed above for both basic and diluted earnings/
(loss) per share.

Basic and diluted earnings per share for the six months
ended 30 June 2008 for the discontinued operations is
HKO0.12 cents per share. The numerators are based on
the profit for the six months ended 30 June 2008 from
discontinued operations of approximately HK$759,000 and
the denominators used are the same as those detailed above
for both basic and diluted earnings/(loss) per share. There
was no diluting event existed during the six months ended
30 June 2008.

DIVIDEND

On 25 September 2009, no interim dividend was declared by
the Company for the six months ended 30 June 2009.

MOVEMENTS IN PROPERTY, PLANT & EQUIPMENT

There was no material acquisition of property, plant and
equipment during the period. There were disposal of property,
plant and equipment of approximately HK$137,354,000
through disposal of subsidiaries (Note 20). Property, plant and
equipment of approximately HK$1,268,000 were acquired
through acquisition of subsidiaries during the period (Note
19).

As at 30 June 2009, property, plant & equipment with carrying
amount of approximately HK$1,108,000 were held under a
finance lease (as at 31 December 2008: HK$1,307,000).

10.

11.

ﬁ%ﬁ%iﬁﬂﬁﬂﬁ%ﬁﬁkﬂ&ﬁﬁﬂi&ﬂ/(ﬁﬁ)
=4

REFEREREK(E)

PR D B XAl BLET B SR EA RS AT
/(BB AEAER -

RBE-—ZZNFRNA=THILAER  F84
BEBzEREEEHRRSRENEEAR -
RARRZ MATTEAIRRER LS REE
& - iR BB SRR 2 SREEEE 1R
W EET AZE RARITEARBIES

=
w
i

REBEE_ZZNFA=THILREA I T7F
FEEM#EEEM -

RERILEEER

REZE_ZZRFRA=ZTHIERER - KIEL
%%%Zﬂﬁgﬁ&%%%ﬂ DRl A& 14.02

ABUREGR?.01U8 - 5 FREE_FTAEFN
HEJrE!JtNH;KE%M% TS 2w I
97,075,000 7T + MATA S &8 E XA siat &8
BREAREERF,(EE)FTAEER -

REZEZZZNFRA=ZTHIEREAR - &IEL
EEB2SREAREERNAER0.A2EB( -
DFREBZE_ZFTZN\FXA=ZTHIEREAKRE

PR 2w M #)759,0008 7T - META 2
S8 XA EERERREERF,(E

B)FAEMAR REZEZZEZENFAA=1TH
WERER - WAFEERESEM -

i
REZZEZNFANAZTHB  ARRTEREE
“ETENFANAZTBHIEANEASIRFEKE -

¥k BERREZEE

HATEEEYE  BEAXBZERRES
B AEBEBALEWNBRARAHLENE  BE
&&%%mz%4wmmﬁmﬁzn HARSE
EEBKENBARKEYE  BELEKEY
1,268,000/ 7T (F1z¥19) ©

R_ETANFANAZFTH AEERERE
HEFEZD BELEXEBEZEBENS
1,108,000 L ( ZEENF+-_A=+—H:
1,307,000 7¢) °
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12.

13.

14.

INTANGIBLE ASSETS

The intangible assets comprise of patents and/or patents
application in the PRC, Taiwan and the United States relating
to micro-display elements and manufacturing of LCoS
televisions and related components.

The cost of the patents is amortised on a straight-line basis
over the estimated remaining useful life of ten years. No
amortisation is made for the six months ended 30 June
2009 since the LCoS television business has not yet
commenced.

TRADE AND BILLS RECEIVABLES

The Group generally allows an average credit period of
60 days to its trade customers. An aged analysis of trade
and bills receivables, net of provision for impairment loss
recognised in respect of trade receivables, is as follows:

12. EREE

EREERRTE A8 NERABKRIE RS
o R EELCOSTER MR+ 2 EF &, 5k

BHEA -

SRR AR B ARER BT RIERA] £ A 5+ F R
BiE o MNLCOSEREM M ARRFA » MU ER
BE-_ZTAFANA=TRIEXEAEHEE -

13. EHEEZEURERERRE

AEE-RETEHRP FIH0RZEEH - B
2 MU R IR e B W R i (0B 5 B 5 e Uk 5k IR B

RZBEEERE) ZREDITWT -

2009 2008
—EEhF —FEE)N\F
HK$’000 HK$'000
FHET FAET
Not yet due REIEA 6,884 17,630
Overdue within 30 days BR300 H 4,726 6,151
Overdue for 31-60 days BEA31E60H 1,078 3,022
Overdue for 61-90 days iBHA61290H - 2,877
Overdue for more than 90 days 1B HEB A0 H - 102
12,688 29,782
PREPAYMENTS, DEPOSITS AND OTHER 14, FEMARE - ZERHEMGEKRRE
RECEIVABLES
2009 2008
—EENEF ZETNF
HK$’000 HK$°000
FET FiBT
Prepayments, deposits and FENRIE 2k
other receivables H b W IR 8,028 29,367
Less: Impairment loss W pE b PR OE
recognised in respect R BIEEE
of other receivables (566) (566)
7,462 28,801
Prepaid lease payments ERHEE 98 98
7,560 28,899

Karce International Holdings Company Limited
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15.

16.

17.

TRADE AND BILLS PAYABLES 15. ESENRERENER
2009 2008
—EEhF —EENF
HK$’000 HK$’000
FET FAET
Not yet due or overdue REH gk iR BT R E30 H
within 30 days 5,151 12,886
Overdue for 31-60 days BEI31260H 1,598 3,376
Overdue for 61-90 days #BHI61290H 1,098 2,066
Overdue for more BHEAREAO0H
than 90 days 3,830 3,811
11,677 22,139
OTHER PAYABLES AND ACCRUALS 16. HibENRERESTER
2009 2008
—EENF —ET)\F
HK$’000 HK$’000
FET FAET
Others payables and accruals ~ EAbFERZRIE M EEH & 31,550 59,049
Reclassified as a disposal group EF DA AFIEHE
of assets held for sales BEHR - (28,234)
31,550 30,815
CONVERTIBLE BONDS 17.  TAHERES

On 15 January 2009, the Company issued the Tranche 1
Bonds due on 14 January 2014 with a principal amount of
HK$300,000,000, which is interest free. The Tranche 1 Bonds
are issued as part of the consideration for acquisition of
Pacific Force. The Tranche 1 Bonds are convertible into fully
paid ordinary shares with a par value of HK$0.1 each of the
Company at an initial conversion price of HK$0.4 per share,
subject to adjustment. The effective interest rate is 14%.

The convertible bonds contain liability and equity components.
The equity component is presented in equity heading
“convertible bonds reserve”.

The fair value of the liability component of the convertible
bonds at the issuance date was determined based on
the present value of the estimated future cash outflows
discounted at the prevailing market rate for an equivalent
non-convertible loan.

NoZEZENFEF—A+RHB  AARBTR_ZE—
P_tl F— B +/0H 5 HI AR 4 %8300,000,000/ 7T 2

—#EH TEFE - E—WEHFTIEITIE
ﬁﬂﬁzﬁﬁPamﬂc ForceZ BHMRE - ZEFEH AR
%ﬂﬁ}ﬁﬂxfﬁtﬂxo4/’§E(T?uﬂﬁkﬁﬁﬁﬁzﬁ
RIERAEECIB TZHRERER - ERFIE A
14% o

—Hﬁ‘ﬂxﬁ#
HIE T2 [ AR

SRERERED
BESFEEIZS) -

R ER I A

AR ES BERRMA 1T B B 2 X ET KR
[ S5 IF AT R R B IR T 5 M R BEER 2 5T R
KB 2 REMEE
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17.

18.

19.

CONVERTIBLE BONDS (Continued) 17.

The convertible bonds issued during the period have been
split as to the liability and equity components as follows:

R ES (E)

ATz BRESD AEERESMIBNE
FanT

Tranche 1 Bonds

—HLEH
HK$’'000
FAT
Fair value of convertible EETIMRRES 2 AFE
bonds issued 300,000
Liability component afEEn (155,811)
Equity component 2SR 144,189
The movement of the liability component of the convertible AMRESFAEIS ORI ZEHmT
bonds for the period is set out below:
HK$’'000
FAET
At 1 January 2009 RZZEZENF—H—H -
Liability component at the BITE A2 BEED
date of issue 155,811
Interest expenses charged Mz FER%E 9,948
At 30 June 2009 R_ZBZNFRA=1H 165,759
DEFERRED TAX LIABILITIES 18. EEHEBERME

The major deferred tax liabilities recognised by the Group
are derived from the temporary differences between the
tax base amounts and carrying amounts of properties
of approximately HK$3,182,000, convertible bonds of
approximately HK$22,150,000 and intangible assets of
approximately HK$143,600,000.

ACQUISITION OF SUBSIDIARIES 19.

On 15 January 2009, the Group acquired the entire issued
share capital of Pacific Choice Holdings Limited (“Pacific
Choice”) and the loans outstanding as at the completion of the
acquisition due to China Eagle Development Limited (“China
Eagle”) and Fairtime International Limited (“Fairtime”) for a
total consideration of approximately HK$603,686,000.

Under the acquisition agreement, the consideration shall
be settled by (i) as to HK$25,000,000 in cash; (i) as to
HK$255,000,000 by the issue of the Tranche 1 Bonds to
China Eagle; (i) as to HK$45,000,000 by the issue of the
Tranche 1 Bonds to Fairtime; (iv) as to HK$375,000,000 by
the issue of promissory note to China Eagle; and (v) as to
HK$2,000,000,000 by the issue of the Tranche 2 Bonds, the
Tranche 3 Bonds and the Tranche 4 Bonds to China Eagle and
Fairtime in their respective equity interest in Pacific Choice.

Karce International Holdings Company Limited
FREXESEAER DA

AEEBERZEIEREHBEEERAHESH
Y EREEX3,182,000/8 7T ~ Al MK E S5
BRME{E#)22,150,000/8 T R B EERMELY
143,600,000/ 70 2 Fafs =58 o

Log i) N

“EEANFE—-A+HB - AEBEWEPacific
Ch0|ce Holdings Limited ([ Pacific Choice]) 2 &
B E BT A R A URIE 52X B #i 45 /K China Eagle
Development Limited ([ China Eagle |) & Fairtime
International Limited ([ Fairtime |) 2 REZEE K -
RIE#RFEA) /603,686,000/ 7T

RIBWERZ  BEAREBERUTARNIN
(i)25,000,0007%8 7t LA 3R € > 1+ (ii)255,000,000
B ITE B MIChina Eagle® 178 —#tEH X T
(ili)45,000,0007% 7T i i8 A Fairtime 3 1788 —#L1&
A5 (v)375,000,000/ LB B HChina Eagle
BATAHREZEE A - & (v)2,000,000,000/8 5 1B
¥ China Eagle & Fairtime & B Fi##Pacific Choice
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ACQUISITION OF SUBSIDIARIES (Continued) 19.

The amount of goodwill arising as a result of the acquisition

was approximately HK$76,754,000.

WEEKHB AR (&)
W ETHE £ 2 BB ST 576,754,000 7T ©

Acquiree’s
carrying Fair value
amounts adjustment Fair values
WWEES < AFHE
IREE AR AFE
HK$°000 HK$’000 HK$’000
FET FER FER
Net assets acquired: R EERE
Intangible assets mEEE 93,600 574,400 668,000
Property, plant and equipment  E NG 1,268 - 1,268
Inventories rE 2,730 - 2,730
Deposits and prepayments & RIBMFKIE 1,975 - 1,975
Bank balances and cash RITHET RS 46 - 46
Accruals and other payables FERTE R & E MR 5RIA (3,487) - (3,487)
Deferred tax liabilities BELEFHIBAE - (143,600) (143,600)
100% equity interest of Pacific ChoiceZ 100%
Pacific Choice N 96,132 430,800 526,932
Goodwill S 76,754
603,686
HK$'000
FAET
Total consideration satisfied by: RKEBRAZFEUTH AR :
Cash consideration BeRE 25,000
Fair value of convertible bonds ABmRESFATE 300,000
Fair value of promissory notes EHBEBEATE
(note ii) (B #£ii) 278,686
603,686
HK$’000
FAET
Net cash outflow arising WREEEEZRERNEFE:
on acquisition:
Cash consideration paid EfRERE (25,000)
Bank balances and cash acquired FTURBERTT4EE RIES 46
(24,954)
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19.  ACQUISITION OF SUBSIDIARIES (Continued) 19.
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(i)

(i)

(i)

(iv)

The contracted value of the acquisition was
HK$2,700,000,000. Acquisition-related costs have
been excluded from the cost of acquisition and have
been recognised as an expense in the period.

The promissory notes were issued as part of the
consideration for the acquisition of the entire issued
share capital of Pacific Choice Holdings Limited
during the six months ended 30 June 2009. The
promissory notes are unsecured, interest-free and
matures on the second anniversary from the issue
date of the promissory notes (i.e. 14 January 2011).
The effective interest rate is 16%.

The fair values of the convertible bonds and promissory
notes issued have been arrived at on the basis of a
valuation carried out on the completion date of the
acquisition by B.l. Appraisals Limited, independent
qualified professional valuers not connected with the
Group. The valuation was arrived at by reference to
discounted cash flow method.

Goodwill arose in the business combination because
the acquisition included the revenue growth and future
market development of Pacific Choice. These benefits
are not recognised separately from goodwill as the
future economic benefits arising from them cannot
be reliably measured.

None of the goodwill arising on this acquisition is
expected to be deductible for tax purposes.

Pursuant to the acquisition agreement, the Tranche 2
Bonds, the Tranche 3 Bonds and the Tranche 4 Bonds
with total principal amount of HK$2,000,000,000
would be issued by the Company subject to certain
conditions. For details of contingent consideration,
please refer to the Company’s circular dated 28
November 2008.

Karce International Holdings Company Limited
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(i

(i)

(iv)

g =18 2 & #{E 8 A&2,700,000,00078
JC o URBE AR R AR AR I AT AMEE AN AR 2
A WHERER AR -

REE-_ZTAFA=FTAHLAREA
A R T B 1T 1E A W BEPacific Choice
Holdings Limited % B 2 21T IR 2 2 7
RIE - AREBEAEER - 28 WHR
AHERETABRERWEF 2B (B =
T——F—fF+WA)FH - BRFERA
16% °

ERITARRER AL ER  AFET
REAAEEGEMSE B IAEREE
REMRABERFEER AR NKBESEE
sTAE BEHZ MEETE - EEHEED2
ZHMASREEAMIEL ©

EBAHELREARERKBERE
Pacific Choicez Wzt & N oK 2K T 45 3
& o ZENEIT BEFESRER - ER
HAPELZ REEBEN G ARER ST E

ERWBREL 2B A TR BET
i o

R IE U R #5354 #8382,000,000,000
Bz FE _IES  FEoEERSEMEE
BEBRARRIRIES TIEHET - BH
SAREZFE  F2MAQFASHAS
EENF+—AZ+N\B 2@k -
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19.

ACQUISITION OF SUBSIDIARIES (Continued)

Notes: (Continued)

(vi)

(vii)

Included in the profit for the six months ended 30
June 2009 is loss of approximately HK$784,000
attributable from Pacific Choice.

Had the acquisition of Pacific Choice been effected
at 1 January 2009, the loss for the period from
continuing operation would have been approximately
HK$66,907,000. The proforma information is for
illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had
the acquisition been completed at 1 January 2009,
nor is intended to be a projection of future results.

Upon the completion of acquisition of Pacific Choice
Group, the TMDC Sale Machineries (as defined in the
Company’s circular dated 28 November 2008) has
not been released and the transfer of the ownership
of the TMDC Sale Machineries from TMDC to Pacific
Choice Group has not been completed.

China Eagle and Fairtime procure the transfer of
the ownership of the TMDC Sale Machineries to be
completed within twelve months from the date of
completion of acquisition. Once the transfer of the
ownership of the TMDC Sale Machineries is completed,
the fair values of the TMDC Sale Machineries would
be recorded in property, plant and equipment, and
the amount of goodwill arose from the acquisition of
Pacific Choice Group would also be adjusted.

In the event that the transfer of the ownership of
the TMDC Sale Machineries does not take place
within twelve months from the date of completion
of acquisition, the acquisition consideration would
be reduced by US$4,000,000 (approximately
HK$31,000,000).

For details, please refer to the Company’s
announcement dated 15 January 2009.

19.

WK DR ()
BaE : (4&)

(vi)

(vii)

HE_ZTZTAFEA=Z+tHILLtAE
A 7 % F B E# {5 Pacific Choice 2 E51E 4
784,000/ T ©

Iy B&Pacific Choiceflli® —ZEZNF— A
—RH#ET - BRIk ERBECEES 2 AHE
ﬁhm%wawpm%mo%ﬁ%ﬁﬂ@
BB Z A - AMTERMBBEEN-Z
THE— F— BRI ARE B[] 4L EFRE
?%]Zﬂkﬁé&%%ﬁ C P IEE AR IR ELETE
Bl o

T2 Ak Uk & Pacific Choicef: @ 1% © TMDC#H
B (EERARFTBHAE-ZTZNF
+—AZ+NBZBE) 2B RER
Br - IRRSTAOETMDC I & 1 25~ A #E
M TMDC#8 3% T Pacific Choice®: |

China Eagle } Fairtime/BR U 3% E BT
A Hfe T+ =@ A AR FE R TMDCHE &
HEEREBRE 2 EE - TMDCHS S 2
ERE—EEE - TMDCH SR 2 A F(E
BEtA (W% BEREZE] BT > mik
fEPacific Choicefk B FTE 4 2 I Z & 58 I8
HETEH A -

M TMDCHE &2 2 A R R UK
EHETKBHBEF+Z@ARNEE
BIl Y B8 B 15 78 814,000,000% 7T (49
31,000,000/87C) -

ERFBHE2HARR AR
—ATEBZRM -
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20. DISPOSAL OF SUBSIDIARIES 20.

On 26 February 2009, the Group disposed of its 100%
equity interests in Xinyu Electronics Limited, Joyham Jade
Limited, Sabic Electronic Limited and Habermann Limited
(“Four BVI Companies”) and the net assets at the date of
disposal were as follows:

HEMB AR

RZZEZNF_AZ+AH AEBEHEERH
B FHMRAF * Joyham Jade Limited * Sabic
Electronic Limited &zHabermann Limited ([ PO
RBEXHESAR]) 22BN %R - NEER
B BEFENT ¢

HK$°000
FAT

Net assets disposed of: FrEECEESRE "
Investment properties wEME 77,402
Property plant and equipment Y BB M 137,354
Prepaid lease payments JERHE 14,304
Inventories TE 71,197
Trade and bills receivables B 5 I ICRIA M R R B 53,409
Prepayments, deposits and other receivables BT FUIB - &4 K H At fE UL FIE 2,606
Bank balances and cash RITHETFRRE 25,231
Trade and bills payables B 5 & RIE M E N R IR (72,396)
Other payables and accruals B RIE R ERTER (21,123)
Derivative financial instruments TESRBTA (204)
Tax liabilities IEEE (21,980)
Obligations under finance leases BMAMEERT (650)
Bank loans HRITER (54,170)
Deferred tax liabilities RIEHIAE G (17,352)

193,628
Release of exchange reserve V& 5 e (34,516)
Gain on disposal of subsidiaries (Note 8) HEWBAR W= (MisEs) 90,888
Total consideration, satisfied by cash RELE  UReIH 250,000
Net cash inflow arising on disposal: HESEELEZRESRAFE
Cash consideration RENRE 250,000
Bank balances and cash disposed of FriE 2 iRTEF RS (25,231)

224,769

21. EVENTS AFTER THE END OF THE REPORTING 21. WEHEZEE

PERIOD

There were no significant events up to the reporting date

g o

BETHREZREAY  HEXLEEAERS

of interim report. 7]

22. CONTINGENT LIABILITIES 22, HARERE
The Group did not have any significant contingent RZZZNFAA=TH ARETEEAEKR
liabilities as at 30 June 2009. HAEE

23. CAPITAL COMMITMENTS 23. BRI
The Group did not have any significant capital RZZEZNFARAA=ZTH  AEETEERERKR
commitments as at 30 June 2009. B A

Karce International Holdings Company Limited
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