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CORPORATE INFORMATION
REVE R

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 Wali
(appointed on 16 April 2009)
Ms. Ko Lai King, Kinny
(resigned on 8 October 2008)
Ms. Chung Wai Yu, Regina
(resigned on 8 October 2008)

Non-executive Directors

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

Independent non-executive Directors

Mr. Wan Hon Keung

(appointed on 27 May 2008)
Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Sun Yaoquan

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

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)

COMPANY SECRETARY

Ms. Tang Lo Nar, Luler
(appointed on 12 January 2009)
Mr. Kwong Ping Man
(appointed on 4 June 2008 and resigned
on 12 January 2009)
Mr. Wong Hei Chiu
(resigned on 4 June 2008)

Karce International Holdings Company Limited
Annual Report 2008

=)

HTES
A
(EBFHEFALIE)
(R=ZZFEFNF=H=HEHT)
ERlsrA
(R—ZEFNF=H _HEZTATE
FFE AT
WERZFEZNFHANHEF)
FOTREE
(RZZFZENFPIA+NAEZFREE
FEFEICHE)
B3 [ £ 5 A
(R=ZZFZNFA =+ = HFHE)
PREZJE ST E
(R=ZZFZENFPIA+NHEZE)
SEEZLT
(R=ZZFZNF+HNHET)
EE
(R=ZZFZENF+ANHFHTE)

FHUTES

@RS
BIRR S

BAKHITES

R
(RZZFENFARA-—+HEZ(T)
HHBT S 4
(R=ZZFZNF=ZH-HEZT)
BRIKEE &

(R-FENFIA — HEZ(T)
RRehE
(RZEZHFE=H—HEFTF)
BIRFELE

(R=ZZFZFNF = AN HEHT)
B S A
(R-ZFEENFRA=-1++HEHTE)

DNEME

BRIt
(R-—FFNF—A1T—HEZET)
B S

(RZFZFENFNNHUEAEZE
WER-FBFANF—H+ _HEHE)

mEBEL
(R=—FFENFNAMLAFHET)

>



CORPORATE INFORMATION
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Bermuda

HEAD OFFICE AND PRINCIPAL PLACE
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Suite 3404, 34th Floor
Bank of America Tower
12 Harcourt Road, Central
Hong Kong

AUDITORS

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

BERMUDA PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE
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Rosebank Centre
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REGISTRAR AND TRANSFER OFFICE

Tricor Secretaries Limited
26th Floor
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Wanchai

Hong Kong
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Bank of China (Hong Kong) Limited
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FINANCIAL HIGHLIGHTS

P E

(In Hong Kong thousand dollars, except per share data)

(B BRI 102 BIRINMG A TETES)

2008 2007
For the year ended 31 December BE+_A=t+—RHI&FE —EENF ZERLF
CONSOLIDATED INCOME mEBRREE
STATEMENT DATA
Continuing Operation FEREEY
Revenue Wz 70,681 97,565
Loss for the year REERE (77,012) (44,143)
EBITDA excluding a gain on fair value EBTDA(NBIEITAE S Bt
change of derivative financial instruments, ITAERAFEZHKE -
impairment losses AN ERE ZRERE)
on available-for-sale investment (44,374) (7,268)
Loss from both continuing and REFBELEEBR
discontinued operations BRI E TS 2 B (169,728) (64,750)
HK cents HK cents
Al il
Loss per share — basic EREE—EX
From continuing operation REFECEER (12.08) (8.11)
From continuing and discontinued operations 3 B3 4T & 555 M AR IS B 57 (26.62) (11.89)
Proposed final dividend per share R G R EAIRLE - -
2008 2007
As at 31 December R+—A=+—8” —EENE ZETLF
CONSOLIDATED BALANCE REEESEREE
SHEET DATA
Bank balances and cash RTEFRIRS 1,609 53,179
Net current assets RBEEFE 190,409 63,824
Total net assets/Shareholders’ funds BEEFE/ BRES 253,270 375,031
Current ratio mENLE = 1.7 1.2
Quick ratio B & 1.7 0.8
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CHAIRMAN'S STATEMENT
EREHE

Dear shareholders,

On behalf of the board of directors (the “Directors”) of Karce
International Holdings Company Limited (the “Company”) and,
together with its subsidiaries, (the "Group”), | present herewith to
the shareholders of the Group the annual report and the audited
consolidated results of the Group for the financial year ended 31
December 2008.

RESULTS OF THE YEAR

The Group recorded revenue from continuing operation (i.e. the
conductive silicon rubber keypads business) of approximately
HK$70,681,000 for the year ended 31 December 2008,
representing a decrease of approximately 27.6% as compared
with approximately HK$97,565,000 of the corresponding year in
2007.

In view of the persistent increasing high costs in the People’s
Republic of China (the “PRC") for wages, electricity, transportation
and material costs, the Group’s gross margin from continuing
operations dropped from approximately HK$3,594,000 profit in
2007 to approximately HK$29,931,000 loss in 2008,
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CHAIRMAN'S STATEMENT
EEHwE

During the year under review, the Group has entered into some
foreign exchange and interest rate derivative financial instruments for
the management of its exchange rate and interest rate risk exposure.
The fair value of these derivative financial instruments has to be
re-measured at the balance sheet date. As a summary, the Group
made a gain of approximately HK$38,000 (2007: approximately
HK$745,000) on fair value change of derivative financial instruments
from continuing operation, but a total loss (including both continuing
and discontinued operations) of approximately HK$5,879,000
(2007: approximately HK$5,683,000).

In addition, the Directors made an impairment loss on available-
for-sale investment of approximately HK$23,268,000 (2007:
approximately HK$28,008,000) for the year ended 31 December
2008.

Moreover, a loss of approximately HK$92,716,000 (2007:
approximately HK$20,607,000) was incurred on the discontinued
operations (i.e. the electronic products and printed circuit boards
businesses) for the year ended 31 December 2008.

As aresult, the Group recorded a net loss attributable to shareholders
of approximately HK$169,728,000 for the year ended 31 December
2008 (2007: approximately HK$64,750,000), including the net loss
from continuing operation of approximately HK$77,012,000 (2007
approximately HK$44,143,000).

In analysing the profitability of the Group the EBITDA from continuing
operation, excluding a gain on fair value change of derivative financial
instruments, impairment loss on available-for-sale investment, was
at a loss of approximately HK$44,374,000 (2007: approximately
HK$7,268,000).

Basic loss per share from both continuing and discontinued
operations was approximately HK26.62 cents (2007 approximately
HK11.89 cents) for the year ended 31 December 2008 while basic
loss per share from continuing operation only was approximately
HK12.08 cents (2007 approximately HK8.11 cents)

DIVIDEND

As a prudent measure to safeguard the Group's interests in a
turbulent environment, the Directors have decided not to recommend
a final dividend for the year ended 31 December 2008.

Karce International Holdings Company Limited
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CHAIRMAN'S STATEMENT
EREHE

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Group will not be closed.

BUSINESS AND OPERATIONAL
REVIEW

During the year ended 31 December 2008, the Group was divided
into three principal operating divisions — conductive silicon rubber
keypads, electronic products and printed circuit boards.

On 30 September 2008, the non—performing printed circuit boards
segment was disposed of. On 23 May 2008, the Group announced
the disposal of the electronic products segment. The disposal was
completed on 26 February 2009,

For the year ended 31 December 2008, the Group recorded a
decrease in sales volume and recorded a turnover from continuing
operations of approximately HK$70,681,000, representing a
decrease of 27.6% as compared with approximately HK$97,565,000
of the year in 2007,

As a positive note, despite the business and operational environment
remained uncertain in general, global outsourcing remains an
irreversible trend. At the same time, manufacturers continue to
witness mounting challenges at the production end, especially in
the PRC.

As conductive silicon rubber keypads manufacturing is highly labour
intensive, continuing increases in the cost of and the shortage of
skilled and experienced workers in the PRC have added to the
already difficult operating environment. Operational efficiency and
optimum utilization of production facilities were also affected.

The core profitability of the Group was eroded by increasing cost
elements in several areas. First, high crude oil prices have driven
up the costs of plastic components and of related inward freight
costs, resulting in an increase in materials costs.
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CHAIRMAN'S STATEMENT
EEHwE

In addition, the continuous appreciation of Renminbi (‘RMB’) led to
a heavy strike on export enterprises. The labour cost in the PRC
factories for the conductive silicon rubber keypads business was
increased by approximately HK$5,681,000 for the year ended 31
December 2008.

These factors, together with escalating electricity costs, led to a
drastic increase in the Group’s overall cost of sales. As a result, the
gross margin from continuing operation dropped from approximately
HK$3,594,000 profit in 2007 to approximately HK$29,931,000
loss in 2008.

Cost control disciplines have long been embedded in the Group’s
operations. During the year under review, continuing efforts were
also made to control and reduce costs of sales and administrative
expenses. Particular strong action has been applied in the second
half of the year.

FUTURE PLANS AND PROSPECTS

Looking ahead to 2009, the Group is 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 which originated in the United States has led to global
economic activity slowing sharply in the last quarter of 2008 and
through January to March of 2009 and this has already affected
Hong Kong. However, with the support of the Central Government’s
initiative, the Mainland economy has been maintained healthily
and the impact of external economic factors affecting Hong Kong
should be mitigated to a large extent.

In the current global 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.

On 23 May 2008, the Group announced the investment in the
production and distribution LCoS Television through acquisition.

The acquisition was completed on 15 January 2009. 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.

Karce International Holdings Company Limited
Annual Report 2008

o ARBTARE DREAETERETELA
R -HE_TT\F+-_A=+—HLFE " EF
HERBIRBEBLNPEZ TR TRAENL
5,681,000/ 7T °

FHRAERE IR A FEL A EHAER 2 BRBIHE
FRANAIE LR ALt - #HBEEER 2 EFNER T
TLF 2 B H3,594,0008 T THREE_ZEENF 2
E5184929,931,000/8 7T °

AEERHNEXBHERAKA RS Z R - RE
BREFE - NSRBI B BN I SR D S E AR ) AT

KRS - W T HFFRIGRE 1 2 BB -

AEEIRREE

RE-_ZFTNF  BERZHMSGIERRENRERE
RREBTR  ARESEBIFREAKE - RE

XEZEREBENEREHEHE _TT/\FHEK
—ER_ETNF-EZAOKEIRE  BENTEX
B8 o R P RIBATHETRIBUE B E - ALK
PEREFRE - BRI ARENIINBEERAZEEE
ZEE -

ENENEREERE  AEE-BEHNEFERZ

R mEEIRA - BREBR HXHX SR o NS E
TEREREEY  RASEHERBRBERD I Z

BN B -

RZZEZNFRA-Z+T=0  *EEEMHERKER
BMLCoSER 2 L E M HET -

WEEHCR-_FTAF-ATREAZEK - #HOA
SERPATTNFONA-_TRZAMATM - 3
LCoSZ TMDCHH E MR AR AL 2 IR R BRRR - i aR /N
MRS RLCoSZ A E MHE BIDERETT -

%:'-5;



CHAIRMAN'S STATEMENT
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The Directors are of the view that the LCoS technology is of
considerable development potential. If the original production and
sales plan of the acquired group may be caught up, the investment
is likely to contribute significantly to the Group's core profitability
in the future. The Group expects LCoS Television to be the major
category over the next few years.

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 may catch
up with what was originally planned.

Also on 23 May 2008, the Group announced the disposal of the
electronic products segment. The disposal was completed on 26
February 2009.

ACKNOWLEDGEMENTS

Finally, on behalf of the Directors, | wish to express my sincere
appreciation to the Directors and all employees of the Group for their
loyal support and dedication, their professionalism, enterprise and
hard work. I would also like to thank our shareholders, our suppliers,
our bankers and our customers for their continued support.

Sun Ying Chung
Chairman

27 April 2009
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MANAGEMENT DISCUSSION AND ANALYSIS

IR GO R R AE T

SEGMENTAL ANALYSIS

Conductive silicon rubber keypads

For the year ended 31 December 2008, the turnover contributed
from the conductive silicon rubber keypads business decreased
by approximately 27.6% to approximately HK$70,681,000 (2007:
approximately HK$97,565,000). The decrease is mainly due
to the competition in the high value—added plastic plus rubber
("P+R") telephone keypads products and roller markets, which
have changed much faster than expected.

During the year 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. Conseqguently,
there was pressure on the average selling price.

Accordingly, this segment results dropped from approximately
HK$13,629,000 loss in previous year to a loss of approximately
HK$43,766,000 in current year, despite that vigorous efforts in
containing costs have been made and operational efficiency has
been improved.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIS E S P

In fact, conductive silicon rubber keypads are crucial components
in the production of electronic calculators, electronic organizers,
mobile phones and audio visual products. With the variety of
different electronic products launched in the market, this business
remains an important sector of the Group.

The Directors are confident that the maintenance of high quality
and reliability standards and customer support can bring a positive
contribution to the Group.

Electronic products

Through development of businesses on Origin Design Manufacturing
Products (“ODM products”) and Origin Equipment Manufacturing
("OEM products”), such as electronic learning machines, electronic
educational game products, SIM card reader for on-line banking
system, digital printer control panel, security systems, printer/fax/
scanner/copier (multi-function) control panels, electronic D—box
for vehicles, interactive handheld dictionary and RF price tags,
the turnover of electronic products remained strong. However,
the economic tsunami has caused a drop of approximately
4.8% to approximately HK$512,847,000 (2007 approximately
HK$538,627,000).

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.
For instance, the administrative labour cost has been reduced by
approximately HK$974,000 or 2.7%.

Nevertheless, because of the enforcement of Labour Contract
Act in China in 2008, the Group's production labour cost has
Peen increased by approximately 7.8%. In addition, material costs
remained high, representing approximately 63.0% of turnover.
(2007 approximately 62.8%)

In view of the high costs above, the operating results derived
from electronic products suffered a loss of approximately
HK$8,951,000 for the year ended 31 December 2008
(2007: approximately HK$10,462,000).
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEELBNEEDN

On 23 May 2008, the Group announced the investment in the
production and distribution LCoS Television through acquisition.
The acquisition was completed on 15 January 2009 while 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.
The Directors are of the view that the LCoS technology is of
considerable development potential. If the original production and
sales plan of the acquired group may be caught up, the investment
is likely to contribute significantly to the Group's core profitability
in the future. The Group expects LCoS Television to be the major
category over the next few years.

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 may catch
up with what was originally planned.

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 have been presented as the discontinued
operations.

Printed circuit boards (“PCB”)

The market for PCB was fiercely competitive during the year under
review. For the period from 1 January 2008 to 30 September 2008,
the turnover of PCB was about HK$61,555,000 (2007 Full Year:
approximately HK$98,922,000. During the period under review,
the business strategy was focused to consolidate on its key client
base and serve a range of well known customers in Japan and
the Asian Pacific Region.

Because of continuous increase in prices of raw materials and
components, the PCB segment results recorded an operating
loss of approximately HK$50,392,000 for the nine months
ended 30 September 2008 (2007 Full Year: approximately
HK$13,421,000).
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEELBNMEEDN

Due to the deteriorating result, the Group finally disposed of the
PCB segment on 30 September 2008. This resulted in a disposal
loss of HK$31,606,000. Despite that, the Directors were of the
view that the disposal provided the Group with the opportunity to
realize the loss—making business for immediate cash inflow for
financing its existing business operations and general working
capital of the Group.

Following the completion, the Group became a shareholder of
KFE Japan by subscribing for the KFE Japan Subscription Shares,
which is listed on the Nagoya Stock Exchange. The Group had
been selling PCB to KFE Japan which was principally engaged in
the development, trading and manufacture of electronic products
in Japan. The Directors of the Group believe that the KFE Japan
share subscription would be a better investment than running the
PCB segment. The value of KFE Japan Subscription Shares is
accounted for as available—for—sale investment.

Available-for-sale investment

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” was privatized on 3
December 2008. As at 31 December 2008, the Group’s attributable
equity interest in Ascalade Inc. maintained at approximately 9.8%.
Ascalade Inc. is classified as an available—for sale investment.

Following the completion of disposal of the PCB 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 PCB 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.

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.

Karce International Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
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The share price of Ascalade Inc. has been decreasing consistently
from CAD2.5 on 29 June 2007 to CAD1.25 on 31 December 2007 .
As a result, the Directors consider that it is a prudent decision to
realise part of the Group’s investment in Ascalade Inc. through the
disposal so as to balance its possible risk, enhance its liquidity and
improve the cash flow within a relatively short period of time. For the
period from 1 January to 28 February 2008, the Group disposed
of approximately 4.9%. Ascalade Inc.’s shares to the market and
realized a loss on disposal of approximately HK$258,000.

As announced by the Group on 4 March 2008 and 8 April 2008, the
Directors noted that Ascalade Inc. sought a protection from creditors
under the Companies’ Creditors Arrangement Act ("CCAA”) with the
British Columbia Supreme Court on 3 March 2008 (Canadian time)
due to its inability to fund operations to meet customer demand and
obtained an order for CCAA protection. In addition, the subsidiary
of Ascalade Inc. filed a scheme arrangement under section 166 of
the Companies Ordinance (Chapter 32, Laws of Hong Kong). From
the press releases of Ascalade Inc., the Directors further noted the
operation of Ascalade Inc’s factory in the PRC began focusing on
the orderly wind down of operations and dispositions of its inventory
and other assets, and Ascalade Inc. has ceased taking new orders
as of 31 March 2008 (Canadian time). The detalils relating to the
CCAA protection of Ascalade Inc. were disclosed in the Group’s
announcements dated 4 March 2008 and 8 April 2008.

As a result of Ascalade Inc. being under CCAA protection and
the fact that it was delisted on 3 December 2008, the Group
decided to write off the value of Ascalade Inc.’s shares held by
the Group completely. Consequently, the Group incurred further
impairment loss on available—for—sale investment of approximately
HK$23,268,000 for the year ended 31 December 2008 (2007:
approximately HK$28,008,000).

The Directors will update the shareholders on the progress when
appropriate.

Additional information of Ascalade Inc. may be found on SEDAR
at www.sedar.com.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On the other hand, the value of KFE Japan'’s shares has also been
decreasing because of global economic tsunami. However, the
appreciation of Japanese Yen has caused an overall increase in value
of the investment. The value of the investment in Hong Kong dollars
as at 31 December 2008 is approximately HK$8,241,000.

Capital Structure

Shareholders’ equity decreased to approximately HK$253,270,000
as at 31 December 2008 from approximately HK$375,031,000 as
at 31 December 2007. As at 31 December 2008, the short term
and long term interest bearing debts to shareholders’ equity was
Nil (2007: approximately 16.3%.).

As announced by the Group on 11 February 2008, the Group
carried out a top—up placing exercise in February 2008 and raised
approximately HK$31,311,000 net of related expenses from the
issue of 108,000,000 new shares of HK$0.10 each in the capital
of the Group at a price of HK$0.30 per share.

Part of the net proceeds from the Subscription was used by the
Group for part consideration in connection with the very substantial
acquisition of LCoS Television segment. Another part of the net
proceeds were used by the Group for settling bank loans, while the
remaining net proceeds were used for paying professional parties
fees incurred for the said very substantial acquisition and the very
substantial disposal of the electronic products segment. There is
no unutilized amount of the above net proceeds.

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.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Directors believe that the above fund raising exercise can
provide an opportunity to broaden the shareholder base and
strengthen 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 will use 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
31 December 2008, the Group’s fixed deposits and cash balances
decreased to approximately HK$1,609,000 (2007: approximately
HK$53,179,000).

In 2008, the current ratio was approximately 1.7 (2007 approximately
1.2) based on current assets of approximately HK$449,854,000
and current liabilities of approximately HK$259,445,000 and the
quick ratio was approximately 1.7 (2007: approximately 0.8).

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.

Material Acquisition and Disposals during the
year

The Group has entered into sale and purchase agreement in relation
to the acquisition of subsidiaries. For further details, please refer to
note 43 to the financial statements. The Group has entered into
several sale and purchase agreements in relation to the disposal and
planned disposal of subsidiaries during the year. For further details,
please refer to notes 9 and 10 to the financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS
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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
pank facilities provided by the banks in Hong Kong.

As a measure of additional prudence, the Group uses different
low-risk 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 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.

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.

Karce International Holdings Company Limited
Annual Report 2008

5B R B T

AEEAFD cBERAE - Wt KA TIABTT -
ELRARBEE - KRR EEEINER KR T
SEZHBEK - A ARERGEEEEEINER R M
MHRR - AHEE RS HERIE HEE - ARE—
BARBERREBRITAAIRBZBRITREFEREE
EER -

TERIRHBIMRIE 216 E - AREEAZRERRDT
AT AERHBWFIAMENRIEZ INERR -

AEBR-_ZZNF+ _A=+—RADNRIRAZITE
TAZRAVHE  EAEEEZFAOR_FTTNF+
A=+ HBEFRZBRATHERR XNz FE
o ZERARIBTETAZAFECHBREENK
afE-

RERE 2 SMNEE R E 2R A H AR B AR A F
RenBRFLEEDEN - AEEZEEERESB
BA%H  ERAQRBEREE INERR - A%
BEZETREEERRS - ERERHBEBAAT
m—EE -

BrEatEN  REBAMNDZEERAE WS kX
HTAET - R RAREEE - At - EERRA
SBEFTEAR ZINERE R BEBIMAEE

%:'-5;



MANAGEMENT DISCUSSION AND ANALYSIS
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Employees and Remuneration Policies

As at 31 December 2008, the Group employed approximately
4,080 full time employees, out of which approximately 80 were
pased in Hong Kong and approximately 4000 were based in the
PRC. Total staff cost incurred for continuing operations (including
directors’ remuneration and excluding equity settled share-based
payment expenses, was HK$35,199,000 and decrease by 78% as
compared to HK$162,413,000 in 2007. The Group remuneration
policies are primarily based on prevailing market salary levels
and the performance of the respective companies and individuals
concemed. Employees may also participate in the share option
scheme of the Group.

Contingent Liability

At 31 December 2008, the Group had no significant contingent
liability.
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CORPORATE GOVERNANCE PRACTICES

The Company has established a formal and transparent procedure
to protect the interests of the shareholders of the Company. The
Company regularly reviews the corporate governance procedures
and developments of the Company. The Company 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 Company should be separate 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 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 Company and believes that this
structure will enable the Group to make and implement decisions
promptly and efficiently.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company 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 year ended 31 December 2008.
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BOARD OF DIRECTORS

During the year under review, the members of the board of Directors
included:

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)
Ms. Ko Lai King, Kinny
(resigned on 8 October 2008)
Ms. Chung Wai Yu, Regina
(resigned on 8 October 2008)

Non-executive Directors

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

Independent non-executive Directors

Mr. Wan Hon Keung

(appointed on 27 May 2008)
Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Sun Yaoquan

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

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)
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The board of Directors held several board meetings during the
year until the date of this report. Details of the attendance of the
meetings of the board of Directors are as follows:

HEEAREAY  EFERAFEELT

CEH EFQLERIEFABNOT

ZRERES

Attendance
Directors -3 IR E
Executive Directors BITESE
Mr. Tong Shek Lun =Rt 9/9
Mr. Chim Kim Lun, Ricky ERlsitt 9/9
Mr. Cheng Kwok Hing, Andy B8 [ £ 5 A 9/9
Ms. Ko Lai King, Kinny SEEZtT 6/6
(resigned on 8 October 2008) (R=ZFZENEFE+HNHEHE)
Ms. Chung Wai Yu, Regina EEmZ T 5/6
(resigned on 8 October 2008) (R=ZZFZENF+ANHEFT)
Non-executive Directors FHITES
Mr. Lee Kwok Leung TEBREE 3/9
Mr. Yang Yiu Chong, Ronald Jeffrey SRR A 3/9
Independent non-executive Directors BYFHITES
Mr. Sun Yaoguan BRREEE 3/9
Mr. Goh Gen Cheung BIRFELE 9/9
Mr. Chan Ho Man BRI&E S ST 1/1
(resigned on 27 May 2008) (R=ZZFZENFRLA-+LHEHT)
Mr. Wan Hon Keung BESR S A 8/8

(appointed on 27 May 2008)
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Apart from the above regular board meetings of the year, the board of
Directors will meet on other occasions when a board—-level decision
on a particular matter is required. The Directors receive details of
agenda items for decision and minutes of committee meetings in
advance of each board meeting. The board of Directors has reserved
for its decision or consideration matters covering corporate strategy,
annual and interim results, Directors’ appointment, succession
planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial
matters. Major corporate matters that are specifically delegated by
the board of Directors to the management include the preparation
of annual and interim accounts for board approval before public
reporting, execution of business strategies and inttiatives adopted
by the board of Directors, implementation of adequate systems of
internal controls and risk management procedures, and compliance
with relevant statutory requirements, rules and regulations.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Under the code provision A.2.1, the roles of chairman and CEO
should be separate 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 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 where Mr. Sun Ying Chung
took up the roles of chairman and CEO from Mr. Chim Kim Lun,
Ricky 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 Company
and believes that this structure will enable the Group to make and
implement decisions promptly and efficiently.
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NON-EXECUTIVE DIRECTORS

Each of Mr. Lee Kwok Leung, Mr. Yang Yiu Chong, Ronald Jeffrey,
Mr. Sun Yaoguan, Mr. Goh Gen Cheung, Mr. Chan Ho Man and
Mr. Wan Hon Keung has been appointed for a term of one year
commencing from 1 January 2008 to 31 December 2008. All of
them are subject to retirement by rotation in accordance with the
bye-laws of the Company.

REMUNERATION OF DIRECTORS

Under the code provision B.1.1, the Company should establish
a remuneration committee (the “Remuneration Committee”) with
specific written terms of reference which deal clearly with its
authority and duties. The role and function of the Remuneration
Committee include the determination of the specific remuneration
packages of all executive Directors and senior management
of the Company, including benefits in kind, pension rights and
compensation payments, such as any compensation payable
for loss or termination of their office or appointment, and make
recommendations to the board of the remuneration of non—executive
Directors.

During the year till the date of this report, members of the
Remuneration Committee included:

Mr. Tong Shek Lun (Chairman)

(resigned on 2 March 2009)
Mr. Goh Gen Cheung

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)
Mr. Chim Kim Lun, Ricky

(appointed on 2 March 2009

and resigned on 16 April 2009)
Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Sun Ying Chung

(appointed on 16 April 2009)

Karce International Holdings Company Limited
Annual Report 2008
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The meetings of the Remuneration Committee were held on 15

¥FHMEESR _TT/\FHA+ARA —TT/N\ERX

April 2008, 4 June 2008 and 17 September 2008 to discuss AWMA - ZEENFAATEBRITEE - UFlTHwRS
remuneration related matters. Details of the attendance of the HHEBEE - FMEZES SR 2LEFBOT ¢
meetings of the Remuneration Committee are as follows;

Attendance
Members 54= HEIRE
Mr. Tong Shek Lun =] e 3/3
Mr. Goh Gen Cheung BIRMELAE 3/3
Mr. Chan Ho Man PRI ST 1/

(resigned on 27 May 2008) (R=ZFENFAA-—1++HEHE)

Mr. Wan Hon Keung BESR S A 2/2

(appointed on 27 May 2008)

The Remuneration Committee has considered and reviewed the
existing terms of employment contracts of the executive Directors
and appointment letters of the independent non—executive Directors
with reference to the factors including salaries paid by comparable
companies, time commitment and responsibilities of the Directors,
employment conditions elsewhere in the Company and desirability
of performance—based remuneration. The Remuneration Committee
considers that the existing terms of employment contracts of the
executive Directors and appointment letters of the independent
non—executive Directors are fair and reasonable. Details of the
emolument policy of the Directors are set out on page 47 of this
report.

NOMINATION OF DIRECTORS

The nomination committee of the Company (the “Nomination
Committee”) was established on 22 April 2005. The role and function
of the Nomination Committee include to review the structure, size
and composition of the board of Directors on a regular basis and
make recommendations to the board of Directors regarding any
proposed changes. The board of Directors considers the past
performance and qualification of the candidates for Directors,
general market conditions and the Company’s bye—laws in selecting
and recommending candidates for directorship during the year
under review.
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During the year until the date of this report, members of the
Nomination Committee included:

Mr. Tong Shek Lun (Chairman)

(resigned on 2 March 2009)
Mr. Goh Gen Cheung

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)
Mr. Chim Kim Lun, Ricky

(appointed on 2 March 2009 and

resigned on 16 April 2009)

Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Sun Ying Chung

(appointed on 16 April 2009)

HEEAREEY  AFERAZEGZKE R

BB (L /E)
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BEREEE
(R=ZFEZNF=FANHEHT)

BROGXSEE
(R—FENFRA 1+ HEE)

ERlEkE
(RZFENF=H_AEZ(F -
WERZZFEZENFIIHAANHENE)

BT s
(RZFEZENF=ZA-HEZ(T)
PRILER S =
(RZFEZNFNA=—HEZ)
FOTREE

(R=FFANFOATNAEZET)

The meetings of the Nomination Committee were held on 15 REZZEENR-_ZTNFNA+THA ZFZ/\EFEX
April 2008, 4 June 2008 and 17 September 2008. Details of the ~ AIMH &_ TT\FHLA+LBRITEH - REZ8
attendance of the mestings of the Nomination Committee are as &€& 2 HEFBWOT ¢
follows:
Attendance
Members KR8 HERE
Mr. Tong Shek Lun ERBE S 3/3
Mr. Goh Gen Cheung BIRMELE 3/3
Mr. Chan Ho Man PROE ST 1/1
(resigned on 27 May 2008) (R=ZFZFENFAH=++HET)
Mr. Wan Hon Keung R 2/2
(appointed on 27 May 2008) (RZFBZENFRA-—++HEZE)
During the meetings, the Nomination Committee considered and 2Rl REZEZRENBAAARTHBRE

resolved that all the existing Directors shall be recommended to
be retained by the Company. Further, in accordance with the
Company’s bye-laws and as resolved by the Nomination Committee,
Mr. Sun Ying Chung and Mr. Chan Sung Wai will retire, and will
offer themselves for re-election at the forthcoming annual general
meeting of the Company.

Karce International Holdings Company Limited
Annual Report 2008
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AUDITORS’ REMUNERATION

The Company’s external auditors are HLB Hodgson Impey Cheng.
The audit committee of the Group (the "Audit Committee”) is
responsible for considering the appointment of the external auditors
and reviewing any non—audit functions performed by the external
auditors, including whether such non—audit functions could lead
1o any potential material adverse effect on the Group. During the
year under review, the Group has paid amounts of approximately
HK$1,269,000 and HK$103,000 to Deloitte Touche Tomatsu, the
previous auditors of the Company for providing audit and non-
audit services respectively. Audit fee payable to HLB Hodgson
Impey Cheng, the existing auditors of the Company for providing
audit service is approximately HK$600,000. For the year ended
31 December 2008, payments to HLB Hodgson Impey Cheng for
non-auditing service is approximately HK$590,000.

AUDIT COMMITTEE

As required by Rule 3.271 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal duties
are to review and supervise the Group’s financial reporting process
and internal control systems.

During the year until the date of this report, members of the Audit
Committee included:

Mr. Sun Yaoquan

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

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)
Mr. Wan Hon Keung

(appointed 27 May 2009)
Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
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The Audit Committee held five meetings during the period under EIEHIFEZAHREBEY  BEXZEARITARE
review until the date of this report. Details of the attendance of the % ° BIZEZ B @SB 2 HEFBOT ¢
meetings of the Audit Committee are as follows:
Attendance
Members RE HEIRE
Mr. Sun Yaoquan BREEEAE 2/3
Mr. Goh Gen Cheung BIRtELEAE 3/3
Mr. Chan Ho Man BRI&E ST 1/1
(resigned on 27 May 2008) (R=ZBENFRA-FTEHET)
Mr. Wan Hon Keung BESR S A 2/2
(appointed 27 May 2009) (R=FZNEFERH —++HEZT)

The Group'’s audited consolidated results for the year ended 31
December 2008 have been reviewed by the Audit Committee,
which was of the opinion that the preparation of such results
complied with the applicable accounting standards, the Listing
Rules and legal requirements, and that adequate disclosures have
been made.

The Audit Committee considered that the existing proposed terms
in relation to the appointment of the Group’s external auditors are
fair and reasonable.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the responsibilities
of the external auditors to the shareholders of the Company are
set out on pages 48 and 49 of this report.

INTERNAL CONTROL

The Board has conducted a review of the effectiveness of the
Group’s system of internal control to ensure the effective and
adequate internal control system. The Board convened meetings
regularly to discuss financial, operational and compliance controls
risk management functions.

Karce International Holdings Company Limited
Annual Report 2008
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COMMUNICATION WITH SHAREHOLDERS

The Board endeavours to maintain an on-going dialogue with
shareholders. All Directors are encouraged to attend the general
meetings to have personal communication with shareholders. In
annual general meeting, Chairman of the Board and the chairman
of each committee are required to attend and answer questions
from shareholders in respect of the matters that they are responsible
and accountable for. The external auditors are also required to be
present to assist the Directors in addressing any relevant queries
by shareholders.

The Company's annual general meeting ("“AGM”) and extraordinary
general meeting (“EGM”) provide good opportunities for shareholders
to air their views and ask Directors and management questions
regarding the Company. All shareholders of the Company receive
the annual report, circulars and notices of AGM and EGM and
other corporate communications. The notices are also published in
newspapers. Separate resolutions are required at general meetings
on each distinct issue. Each shareholder is permitted to appoint a
proxy to attend and vote in his stead.

VOTING BY POLL

Pursuant to the articles of association of the Company, the Chairman
shall demand a poll in the Company's general meetings whenever
voting by poll is required under the Listing Rules. The Company’s
articles of association has set out the procedures, requirements and
circumstances where voting by poll is required, and in corporate
communications to shareholders for matters where shareholders’
voting are required, the procedures for and shareholders’ right to
demand a poll shall be specified. Such procedure and shareholders’
right would be reiterated and explained by the Chairman at the
commencement of the general meeting of shareholders.
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EXECUTIVE DIRECTORS

Mr. Tong Shek Lun, aged 54, was the founder of the Company
and the chairman of the Company and managing Director until
2 March 2009. He was responsible for formulating the overall
business strateqgy, strategic planning and business development of
the Group. Mr. Tong had been involved in the trading of watches
and clocks from 1980 to 1991 before he established the Group. He
has more than 19 years’' experience in the electronic industry.

Mr. Chim Kim Lun, Ricky, aged 39, succeeded as the chairman
of the Company and managing Director on 2 March 2009 and
resigned on 16 April 2009. He holds a Bachelor degree in Arts
from the University of British Columbia in Canada and has over 10
years of commercial and industrial experiences and of experience in
investment. He is also an executive director of Bestway International
Holdings Limited, Hengli Properties Development (Group) Limited
(il December 2008), Huscoke Resources Holdings Limited, Bel
Global Resources Holdings Limited (till March 2009) and Yueshou
Environment Holdings Limited which are listed on the main board
of The Stock Exchange of Hong Kong Limited. Mr. Chim is the son
of Mr. Chim Pui Chung, who is the shareholder of Golden Mount
Limited, a substantial shareholder of the Company.

Mr. Sun Ying Chung, aged 69, has extensive experience in the
investment, construction and property development in the major
cities of the PRC. He was appointed on 16 April 2009 as the
Chairman and Managing Director.

Mr. Cheng Kwok Hing, Andy, aged 37, has over 16 years of
experience in accounting and administrative fields, and resigned
on 22 April 2009. Mr. Cheng is an executive director of Huscoke
Resources Holdings Limited, Bel Global Resources Holdings
Limited (till July 2008), and an independent non-executive director
of Yueshou Environment Holdings Limited, which are listed on the
main board of the Stock Exchange. Mr. Cheng is also currently a
director of a Hong Kong private limited company which is principally
engaged in the manufacturing and sale of Chinese medical herbs
in Hong Kong and the PRC and of another Hong Kong private
limited company which is principally engaged in the manufacturing
and sale of paper products.

Karce International Holdings Company Limited
Annual Report 2008
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Mr. Chan Sung Wai, aged 60, has extensive experience in trading,
real property and shipping industries. Mr. Chan also has extensive
experience in financial and media business. He has been working
for a number of years on the major media companies in Hong Kong,
and is responsible for covering, editing and writing commentaries.
Mr. Chan is also a chief editor of the petroleum magazine and has
comprehensive knowledge on the media industry in the PRC. Mr.
Chan was an executive director of Grand Field Group Holdings
Limited (stock code: 1158) for a period from 14 November 2007 to
18 June 2008, and an existing executive director of Asia Resources
Holdings Limited (stock code: 899), and Xian Yuan Titanium
Resources Holdings Limited (stock code: 353).

Ms. Ko Lai King, Kinny, aged 47, was an executive Director until
8 October 2008. She was responsible for the overall administration
and human resources management of the Group. Ms Ko joined
the Group in November 1991 and has over 19 years’ experience
in the electronic industry.

Ms. Chung Wai Yu, Regina, aged 40, was an executive Director
until 8 October 2008. She was responsible for the overall sales
and marketing of the products manufactured by the Group. Ms
Chung holds a bachelor of arts degree in religious studies from the
Hong Kong Baptist College, a diploma in business management
from the Hong Kong Management Association and a master
degree in strategic marketing from the University of Hull in the
United Kingdom. She joined the Group in August 1993 and has
over 16 years' experience in the sales and marketing of products
manufactured by the Group.

NON-EXECUTIVE DIRECTORS

Mr. Lee Kwok Leung, aged 55, has been a Director since 2000.
As a non-executive Director, Mr. Lee is appointed for a specific
term of one year from 1 January 2009 to 31 December 2009 but is
subject to retirement by rotation and re-election at the Company's
annual general meetings in accordance with the bye-laws of the
Company. He is the managing director of Derico Financial Services
Limited and Success Talent Investments Limited. He has over
39 vyears of direct investment, fund management and banking
experience. Mr. Lee holds an investment advisor status from the
Securities and Futures Commissions from 2000.
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Mr. Lee is entitled to an annual emolument of HK$120,000 which
is determined with reference to his duty and responsibility with
the Company. In addition, Mr. Lee is not entitled to receive any
discretionary bonus from the Group.

Mr. Yang Yiu Chong, Ronald Jeffrey, aged 42, has been a
Director since 2000. As a non-executive Director, Mr. Yang is
appointed for a specific term of one year from 1 January 2009
to 31 December 2009 but is subject to retirement by rotation
and reelection at the Company’s annual general meetings in
accordance with the bye-laws of the Company. He is also an
executive director of Sing Tao News Corporation Limited, a listed
company in Hong Kong. Perfect Treasure Investment Limited, a
substantial shareholder of the Company, is an indirect subsidiary of
Sing Tao News Corporation Limited. He had worked in the corporate
finance field with an international bank for four years and held a
senior position with a publicly listed printing company. Mr. Yang
holds a double bachelors’ degree in accounting and finance from
Boston University, the United States of America.

Mr. Yang is entitled to an annual emolument of HK$120,000 which
is determined with reference to his duty and responsibility with
the Company. In addition, Mr. Yang is not entitled to receive any
discretionary bonus from the Group.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wan Hon Keung, aged 47, was appointed as a Director on
27 May 2008. As a non-executive Director, Mr. Wan is appointed
for a specific term of one year from 27 May 2008 to 26 May
2009 but is subject to retirement by rotation and re-election at
the Company’s annual general meetings in accordance with the
bye-laws of the Company. He has over 20 years of experience in
accounting and administration fields. Mr. Wan is a fellow member
of the Association of Chartered Certified Accountants and an
associate member of the Hong Kong Institute of Certified Public
Accountants. Mr. Wan is an independent non-executive director
of Xian Yuen Titanium Resources Holdings Limited (till November
2008) and Huscoke Resources Holdings Limited, which are listed
on the main board of the Stock Exchange.

Karce International Holdings Company Limited
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Mr. Wan is entitled to an annual emolument of HK$30,000 which
is determined with reference to his duty and responsibility with
the Company. In addition, Mr. Wan is not entitled to receive any
discretionary bonus from the Group.

Mr. Tse Yuk Kong, aged 52, was appointed as a Director on
2 March 2009. There is no service contract entered between
the Company and Mr. Tse and he is not appointed for a specific
term. The appointment is subject to retirement and re-election
in accordance with the bye-laws of the Company. Mr. Tse is an
experienced TV production professional, expert in image building,
product positioning and related production. Starting from 1984,
he had worked for TVB Art Department, followed by ATV Art
Department. He then worked as ATV Production Service Assistant
Controller from year 2002 to 2007, managing various aspects of
ATV Production Services. Mr. Tse is an independent non-executive
director of Asia Resources Holdings Limited which is listed on the
main board of the Stock Exchange.

Mr. Tse is entitled to an annual emolument of HK$30,000 which
is determined with reference to his duty and responsibility with
the Company. In addition, Mr. Wan is not entitled to receive any
discretionary bonus from the Group.

Mr. Chan Siu Wing, Raymond, aged 44, was appointed as
a Director on 2 April 2009. There is no service contract entered
between the Company and Mr. Chan and he is not appointed
for a specific term. The appointment is subject to retirement and
re-election in accordance with the bye-laws of the Company. Mr.
Chan is a Certified Public Accountant of the Hong Kong Institute of
Certified Public Accountants, a Certified Practising Accountant of
CPA Australia and a founding member of Macau Society of Certified
Practising Accountants. He has over 20 years of experience in
the fields of accounting, taxation, finance and trust. Mr. Chan is
currently the Chief Financial Officer of the Chinachem Group. He
gained his Bachelor of Economics degree from the University of
Sydney. Mr. Chan holds the position of Executive Director of ENM
Holdings Limited, as well as the position of independent non-
executive director of Prosperity Investment Holdings Limited, both of
which are listed on the main board of the Stock Exchange, Cardlink
Technology Group Limited and Intelli-Media Group (Holdings)
Limited, both of which are listed on the Growth Enterprise Market
of the Stock Exchange.
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Mr. Chan is entitled to an annual emolument of HK$60,000 which
is determined with reference to his duty and responsibility with
the Company. In addition, Mr. Wan is not entitled to receive any
discretionary bonus from the Group.

Mr. Sun Yaoquan, aged 62, has been a Director since 1998
and resigned on 1 February 2009. As a non-executive Director,
Mr. Sun was originally appointed for a specific term of one year
from 1 January 2009 to 31 December 2009 but was subject to
retirement by rotation and re-election at the Company's annual
general meetings in accordance with the bye-laws of the Company.
He was the ex-secretary of the Humen Town Council. Prior to being
appointed as the secretary in April 1995, he was the mayor of the
Humen Town Council.

Mr. Sun was entitled to an annual emolument of HK$ 120,000 which
was determined with reference to his duty and responsibility with
the Company. In addition, Mr. Sun was not entitled to receive any
discretionary bonus from the Group.

Mr. Goh Gen Cheung, aged 62, has been a Director since 1999
and resigned on 9 February 2009. As a non-executive Director,
Mr. Goh was originally appointed for a specific term of one year
from 1 January 2009 to 31 December 2009 but was subject to
retirement by rotation and re-election at the Company’s annual
general meetings in accordance with the bye-laws of the Company.
He has over 34 years of treasury, finance and banking experience.
Mr. Goh is an associate member of the Chartered Institute of
Bankers and also an independent non-executive director of several
public companies listed on the Stock Exchange namely Peaktop
International Holdings Limited, Shinhint Acconstic Link Holdings
Limited, China Flavors and Frangrances Company Limited and CEC
International Holdings Limited. He has a master degree in business
administration from the University of East Asia in Macau.

Mr. Goh was entitled to an annual emolument of HK$120,000 which
was determined with reference to his duty and responsibility with
the Company. In addition, Mr. Goh was not entitled to receive any
discretionary bonus from the Group.

Karce International Holdings Company Limited
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Mr. Chan Ho Man, aged 53, was appointed as an independent
non-executive Director since 2005 and resigned on 27 May 2008.
He is a fellow member of the Association of Chartered Certified
Accountants and an associate member of the Hong Kong Institute
of Certified Public Accountants. Save as being a Director, he
does not hold any position with other members of the Group. He
has over 30 years of corporate finance, accounting and finance
experience.

Mr. Chan was an executive director of a Hong Kong listed company,
namely Kingmaker Footwear Holdings Limited and was the company
secretary of a Hong Kong listed companies during the last four
years, namely Kin Yat Holdings Limited. He was also a director of
a Hong Kong private company.

There is no service contract between the Group and Mr. Chan, but
he was originally appointed for a specific term of one year from 1
January 2008 to 31 December 2008 and was subject to retirement
at the annual general meeting of the Company in accordance
with the Bye-laws. He was entitled to an annual emolument of
HK$120,000 which was determined with reference to his duty and
responsibility with the Company. He was not entitled to receive any
discretionary bonus which is to be determined by reference to the
Group's performance and profitability.

SENIOR MANAGEMENT

Mr. Yeung Po Kwong, Elvis, aged 47, is the assistant general
manager of the Group. He is responsible for assisting the general
manager in the formulation of strategies and general management
of the engineering department. He has over 23 years’ experience in
engineering management of consumer electronics industries. Prior
to joining the Group in 2000, Mr. Yeung worked with a publicly
listed consumer electronics manufacturing company. Mr. Yeung
holds a higher diploma in electronic engineering from the Hong
Kong Polytechnic University.

Mr. Kwong Ping Man, aged 44, was the financial controller and
secretary of the Group from 4 June 2008 to 11 January 2009. He
was responsible for the Group’s corporate finance functions. Mr.
\Wong holds a bachelor's degree in Commerce Accounting from
Curtin University of Technology in Australia and master degree in
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Professional Accounting from the Hong Kong Polytechnic University.
Mr. Kwong is a Certified Practising Accountant of the Australian
Society of Certified Practising Accountants and an associate
member of the Hong Kong Institute of Certified Public Accountants.
He is also an associate member of the Institute of Chartered
Secretaries and Administrators and the Hong Kong Institute of
Secretaries. He has over 10 years of experience in the accounting
and administration fields.

Mr. Wong Hei Chiu, aged 42, was the financial controller and
secretary of the Group until 4 June 2008. He was responsible for the
Group's corporate finance functions. Mr. Wong holds a bachelor’'s
degree in business administration from Lingnan University, Hong
Kong. He is a Certified Public Accountant (Practising), a fellow
member of the Association of Chartered Certified Accountants in
the United Kingdom and an associate member of the Institute of
Chartered Accountants in England and Wales and an associate
member of the Hong Kong Institute of Certified Public Accountants.
Mr. Wong has over 18 years of corporate finance and financial
management experience in Hong Kong. Prior to joining the Group
in 2000, he worked for a listed company for over four years as
finance director.

Mr. Ngan Kai Hong, aged 48, is the factory manager of Dongguan
Humen Taida Electric Co., Limited of the Group. He is responsible
for the moulds operations, overall administration and management
of the manufacturing of electronic products operations. He has
more than 31 years’ experience in the moulds operations and
more than 17 years’ experience in the management position on the
manufacturing of electronic products. Prior to joining the Group in
2001, Mr. Ngan held a position as a partner in a moulds company
for over seven years,

Mr. Ho Kin Keung, aged 36, is the general manager of Dongguan
Humen Taida Electric Co., Limited and general manager of
Dongguan Shatian Tehsheng Silicon Rubber Products Co., Limited
of the Group. He is responsible for the production operations and
management, as well as logistics operations of the electronic
products operations. He has a bachelor's degree in industrial and
manufacturing systems engineering from the University of Hong
Kong and a master degree in business administration from the
Durham University in the United Kingdom. He has more than 13
years' experience in the factory operations and management on
the manufacturing of electronic products. Prior to joining the Group
in 1997, Mr. Ho worked for a listed semi-conductor manufacturing
company as manufacturing engineer for over three years.

Karce International Holdings Company Limited
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The directors of the Company (the “Directors”) present the annual
report and the audited consolidated financial statements of the
Group for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 40 to the consolidated
financial statements. During the year, the electronic products and
printed circuit boards businesses were disposed.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2008
are set out in the consolidated income statement on page 51.

The Directors do not recommend the payment of a final dividend
for the year ended 31 December 2008.

There is no arrangement under which a shareholder of the Company
has waived or agreed to waive any dividends.

INVESTMENT PROPERTIES AND
PROPERTY, PLANT AND EQUIPMENT

Investment properties of the Group were fair valued at 31 December
2008. The increase in fair value amounting to approximately
HK$128,000 has been credited to the consolidated income
statement.

The Group’s buildings were revalued at 31 December 2008,
resulting in a revaluation surplus of approximately HK$791,000 out
of which approximately HK$484,000 and HK$307,000 have been
credited to consolidated income statement and asset revaluation
reserve, respectively.

In addition, the Group acquired plant, machinery and moulds during
the year at a cost of approximately HK$20,740,000 to expand its
production facilities.

ARREFE((EFR I MAREAEEHRE_ZTZT
NEFT A=+ -RALFEZFBERERRAVT
HE -

ARBR—HREERAT - KB RAZEBER
HPNRA M ERRIMET40 - TR AEBHEESFE
mn M ENRERRAR A

FERDE

$El@§_??ﬂ¢+ A=+—HLEFEZE

CERESTAZERARER °
EEeTEEMNBE_TTN\F+ _A=+—HLF
R ARHARE,

ARTETOARABRRIELRNEREREZL
B

RENERYE BERRE

NEBZIREMEN_ZENE+_A=+—BEA
TEGEE - 2P EEINL128,000/8 T » Dt ALZE
BEEERP -

KREBR-_ZEENF+-_A=+—HEHBET  EH
3R B I {E 49791,000/8 7T+ H P £9484,0005% 7T

K307, 0008 TE D RIFF AGEBER REEEMRH
o
RN - REEAAEE AR A #720,740,00058 7T U B

MR - MERRER - ABERAERNE

ﬁﬁ?%%lﬁﬁﬁ’&?
ENEER

E



—

DIRECTORS" REPORT
EERREE

Details of these and other movements during the year in investment
properties and property, plant and equipment of the Group are set
out in notes 15 and 16 to the consolidated financial statements,
respectively.

SHARE CAPITAL MOVEMENT

Details of movement in share capital of the Company during the
year, together with the reasons therefor, are set out in note 30 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company did not have any reserves available for distribution to
shareholders as at 31 December 2008 (2007 HK$70,514,000).

Under the Companies Act 1981 of Bermuda (as amended),
contributed surplus is available for distribution to shareholders.
However, the Company cannot declare or pay a dividend, or make
a distribution out of contributed surplus if:

(a) the Company is, or would after the payment be, unable to
pay its liabilities as they become due; or

(o)  the realisable value of the Company’s assets would thereby
be less than the aggregate of its liabilities and its issued
share capital and share premium accounts.

Karce International Holdings Company Limited
Annual Report 2008

ZEETENARAEE 2 REYMERYE  BEKE
HERERNEMET 23515 - DRIERERE VI HHRERN
FE15/K%16 °

RAZE)

ARARIRERNRAZEBNFEREBERA - HRGRE
B SRR MIEE30 ©

RRT 2 A7 R

RZZEENF+_A=1+—8 ARaEHHET
R 2 G (— T4 : 70,514,000 7C) °

BREBEARE-NN—FREDERER) - AR
HDIRTIRIR - A ETHERT - ARETEE
IRSOR A SS A BERE L DK

(@) ARFREHIELIRMNESGENEEDNBER:
17

b)) ARBEEZAZREESANKMINEER
& DBEITRARERMDRER &M -



DIRECTORS" REPORT
EETRES

DIRECTORS AND SERVICE CONTRACTS

The Directors during the year and up to the date of this report

were:!

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 Wali
(appointed on 16 April 2009)
Ms. Ko Lai King, Kinny
(resigned on 8 October 2008)
Ms. Chung Wai Yu, Regina
(resigned on 8 October 2008)

Non-executive Directors

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

Independent non-executive Directors

Mr. Wan Hon Keung

(appointed on 27 May 2008)
Mr. Tse Yuk Kong

(appointed on 2 March 2009)
Mr. Chan Siu Wing, Raymond

(appointed on 2 April 2009)
Mr. Sun Yaoquan

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

(resigned on 9 February 2009)
Mr. Chan Ho Man

(resigned on 27 May 2008)
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In accordance with Bye-law 87(1) and 87(2) of the Company’s
bye-laws: (a) Mr. Wan Hon Keung will retire from being a Director
upon the expiry of term of his service agreement with the Group
on 27 May 2009; and (b) Mr. Sun Ying Chung and Mr. Chan Sung
Wai will retire by rotation at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

The non-executive Directors have been appointed for a term of
one year subject to retirement by rotation in accordance with the
Company’s bye-laws.

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

DIRECTORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

On 23 May 2008, the Company announced the disposal of the
electronic products segment to a private company which is solely
owned by a Director — Mr. Tong Shek Lun. The disposal was
completed on 26 February 2009, and enabled the Group to realize
cash of approximately HK$250,000,000 which is deployed for the
Group’s conductive silicon rubber keypads products segment and
LCoS Television segment.

Other than as disclosed above, no contracts of significance to
which the Company or any of its subsidiaries was a party and
in which a Director had a material interest, whether directly and
indirectly, subsisted at the end of the year or at any time during
the year.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

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

Karce International Holdings Company Limited
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 December 2008, the interests and short positions of
the Directors and the chief executives of the Company and their
associates in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of
the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFO”), as recorded in the register maintained by
the Company pursuant to section 352 of the SFO, or as otherwise
notified to the Company 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)

EERFETRAEZESES

RZFTZNF+-A=1+—8 REFBEHFE
BEREFLHEGRA([EF BB GG ]) F362(F R E
MREZBLMARKERE LT ARERETES
RGNRESTRI(TRETR DAARB REBEEH AR
SABRAR( MM DATE2®R  ARFAEERE
BITBRABRKREZHBEALTRARR REAREE
(EERBHLMEGRD) 2B - HERN RESS
BEZERRRIT -

() A2FABREAEIIBTZEER
(&)

Percentage

of issued
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Name of Director Type of interest ordinary shares held the Company
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Mr. Chim Kim Lun, Ricky Corporate 151,180,000 23.17%
ERlEik NRER

The above 151,180,000 shares are held by Golden Mount
Limited, a substantial shareholder of the Company. Golden
Mount Limited is wholly-owned by Mr. Chim Pui Chung, who
does not hold any position in the Company and is the father
of Mr. Chim Kim Lun, Ricky, a Director.

As stated in the Company’s announcement dated 16 April
2009, the Company's newly appointed Chairman and
Managing Director, Mr Sun Ying Chung, as of the date
of the issue of this report, has 20,000,0000 shares (long
position) of the Company.
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(i) Share options

Details of the Directors’ interests in share options of the
Company 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 Company 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 (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 Company and the Stock Exchange pursuant to the
Model Code at 31 December 2008.

SHARE OPTION SCHEME

Particulars of the Company’s share option scheme are set out in
note 37 to the consolidated financial statements. No 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 Company 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 Company or any
other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2008, 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’ and Chief Executives’ Interests
in Securities” above, the following shareholders had notified the
Company of the interests and short positions in the shares and
underlying shares of the Company:

Karce International Holdings Company Limited
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Long positions

Percentage

of issued

Number of share capital of

Name of shareholders Capacity ordinary shares held the Group

HAKED BT

BRREH 54 BEZEEREA BEZBEDL

Golden Mount Limited Beneficial owner 151,180,000 23.17%
Ema A

Perfect Treasure Beneficial owner 87,800,000 13.45%

EmBEAA

Investment Limited

Other than as disclosed above, the Company has not been notified
of any person, other than a Director of the Company, had any other
interests or short positions in the shares and underlying shares of
the Company as recorded in the register required to be kept under
section 336 of the SFO as at 31 December 2008.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group's largest and top five suppliers accounted
for approximately 8.7% and 21.7% of the Group's total purchases,
respectively. The Group’s largest and top five customers accounted
for approximately 13.8% and 43.0% of the Group’s total turnover,
respectively.

None of the Director, its associate or shareholder of the Company
which to the knowledge of the Directors owns more than 5% of
the Company’s issued share capital has any interest in any of the
Company’s five largest suppliers or customers.

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding convertible securities, warrants
or other similar rights as at 31 December 2008 and there has
pbeen no exercise of any convertible securities, warrants or similar
rights during the year.
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In January 2009, zero coupon convertible bonds in the amount
of HK$300,000,000, convertible at HK$0.4 per share, due in
2014, were issued for the very substantial acquisition of LCoS
Television.

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

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

PRE-EMPTIVE RIGHTS

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

POST BALANCE SHEET EVENTS

Details of significant post balance sheet events are set out in note
43 1o the consolidated financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2008 with the Code of Corporate Governance Practices
as contained in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”). A report on the principal corporate governance
practices adopted by the Company is set out on pages 22 to
31.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive Directors are independent.

Karce International Holdings Company Limited
Annual Report 2008
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EMOLUMENT POLICY

The emolument policy for employees of the Group is set by the
Remuneration Committee on the basis of their merit, qualification
and competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Group’s operating results, individual
performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive
to Directors and eligible employees, details of the scheme are set
out in note 31 to the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within the
knowledge of the Directors, it is confirmed that there is a sufficient
public float of the issued share capital of the Company throughout
the year ended 31 December 2008.

AUDITORS

Messrs. Deloitte Touche Tohmatsu resigned as auditors of the
Company with effect from 5 January 2009 and Messrs. HLB
Hodgson Impey Cheng were appointed as auditors of the Company
on 24 February 2009 to fill the casual vacancy so arising. There
have been no changes of auditors in the past three years.

On behalf of the board of Directors

Sun Ying Chung
Chairman and Managing Director

Hong Kong
27 April 2009
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INDEPENDENT AUDITORS REPORT

B AZ AN R

B #F & 3 & £ 5 5

Hodgson Impey Cheng

HLB

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Karce
International Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 51 to 142 which comprise the consolidated balance sheet
as at 31 December 2008, the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Karce International Holdings Company Limited
Annual Report 2008
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INDEPENDENT AUDITORS REPORT

B AZ AN R

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act 1981, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and
true and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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INDEPENDENT AUDITORS" REPORT |

B BEN RS

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2008
and of the Group’s loss and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 27 April 2009

Karce International Holdings Company Limited
Annual Report 2008
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CONSOLIDATED INCOME STATEMENT
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For the year ended 31 December 2008 HZ-ZE/\&+_-A=1+—-HILEE

2008 2007
—EENF —EELF
Notes HK$°000 HK$'000
Bt & FER FETT
(Restated)
(&%)
Continuing operation BELSEEK
Revenue Wz 5 70,681 97,565
Cost of sales SHE KA (100,612) (93,971)
Gross (loss)/profit E(38)F (29,931) 3,694
Other revenue and gain H A A R e 6 203 95
Selling and distribution costs HERDHER (1,545) (1,380)
Administrative expenses TBRX (22,146) (17,538)
Impairment loss recognised in AL EIRERER
respect of available-for-sale ZR(EEE
investment (23,268) (28,008)
Finance costs BE KA 7 (291) (554)
Loss before taxation MR R B 1R 11 (76,978) (43,791)
Income tax expenses FriSfif s 8 (34) (352)
Loss for the year from REFELCE
continuing operation ¥z N FEEIE (77,012) (44,143)
Discontinued operations IR K
Loss for the year from RER IR
discontinued operations ¥ ANFEEEIE 9 (92,716) (20,607)
Loss for the year REE IR (169,728) (64,750)
Attributable to: AT RS -
Equity holders of the Company RAERERE A (169,728) (64,750)
Loss per share BREE 14
From continuing and REFERLEER R
discontinued operations BRI ZETE
Basic and diluted BEARNEE
(HK cents per share) (FBBMW) (26.62) (11.89)
From continuing operation REFECEERS
Basic and diluted AR R EE
(HK cents per share) (A (12.08) (8.11)

The accompanying notes form an integral part of these financial

statements.
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CONSOLIDATED BALANCE SHEET
rEEERRE

As at 31 December 2008 R=FE/\F+-A=+—H

2008 2007
—EENE —ERLF
Notes HK$’000 HK$'000
B 5T FHxT T
Non-current Assets ERBEE
Investment properties "EYE 15 - 71,579
Property, plant and equipment Yz - B KRB 16 53,676 252,095
Prepaid lease payments S 17 3,526 18,046
Available-for-sale investment AR ERE 18 8,241 =
Club debenture SHES 19 600 1,180
66,043 342,900
Current Assets REBEE
Inventories 55 20 7,074 129,030
Trade and bills receivables B 5 e WFRIE K e W ZE i 21 29,782 99,098
Prepayments, deposits and TERFRIE - e REM 22
other receivables eI FRIA 28,899 10,179
Available-for-sale investment A ERE 18 - 29,541
Derivative financial instruments PTEemIT A 23 - 5,543
Bank balances and cash RITHEFEARS 24 1,609 53,179
67,364 326,570
Assets classified as held for sale DEARBIEREZEE 10 382,490 -
449,854 326,570
Current Liabilities REEE
Trade and bills payables B S RENFUERENEE 25 22,139 131,010
Other payables and accruals EMENZIEREE A 26 30,815 40,143
Amount due to a shareholder JES — B R FIE o7 15,500 =
Derivative financial instruments PTEemIT A 23 - 22,734
Tax liabilities BMIBAE 20 18,651
Obligations under finance leases MEAEEE
— due within one year —R—FRNEH 28 - 3,714
Bank loans RITER
— due within one year —R—FRNEH 29 - 46,494
68,474 262,746
Liabilities associated with assets HOEARIEHEEE
classified as held for sale Bz aE 10 190,971 =
259,445 262,746
Net Current Assets REBEEFE 190,409 63,824

Karce International Holdings Company Limited

Annual Report 2008



CONSOLIDATED BALANCE SHEET
HmEEERRE

As at 31 December 2008 R=FZE/\F+-A=+—H

2008 2007
—EENE —ETLF
Notes HK$°000 HK$'000
B aE FERT FETT
Total Assets less HEERRBAERS
Current Liabilities 256,452 400,724
Equity attributable to equity ARARRERFE AEGER
holders of the Company
Capital and Reserves EARR #E
Share capital &N 30 65,236 54,436
Reserves G 188,034 320,595
253,270 375,031
Non-current Liabilities FEnBEE
Obligations under finance leases MERESEE
— due after one year —R—FEEH 28 - 1,887
Bank loans HRITER
— due after one year —R—FEEH 29 - 9,164
Deferred tax liabilities RIERIAE & 32 3,182 20,642
3,182 31,693
256,452 406,724

The consolidated financial statements on pages 51 to 142 were R ESI1BEF 1428 2 EAUBRER ST HE
approved and authorised for issue by the Board of Directors on A=+t RABEESF2 @B RTETE - WHTFIIE

27 April 2009 and are signed on its behalf by: EREKEE -

Sun Ying Chung
FETR
Chairman and Managing Director
FIEFREFLMTE

Chan Sung Wai

BRERIE
Director

EE

The accompanying notes form an integral part of these financial ~ BaM Z Bt BAT #E3hzk 2 —8b45 o

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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For the year ended 31 December 2008 HZ-ZE/\&E+_-A=1+—-HILEE

Attributable to equity holders of the Company

RRERERE B
Retained
Asset Investment Capital  profits/
Share Share  Capital ~ Special Statutory revaluation revaluation Exchange redemption accumulated Discontinued
capital premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve  losses) operations Total
i Ex REER/ K1
RE  RGGE EAEE HURE OiERE  ERRE  ERGR EXRE ERRR (RiaFE)  DEER fit
HKB000  HK$O000  HK$000  HKE000  HK$O000  HKB000  HKPO00  HK$000  HKBO0O  HK$O00  HK$000  HK$O000
Tér Thr TEr TR  TExr  TAr  TEr  TEr  TExr  TEr  TEr  TEn
(note ) (note i) (note i)
(Rizk)  (Pshi) (A&
At 1 January 2007 AZZRrE-A-A 54,436 82,364 35,597 19,487 6,553 49,708 (8,470) 6,728 1,564 163,520 - 416,487
Revaluation suplus on buldings ~ BFEfE &S - - - - - 1218 - - - - - 1218
Deferred tax on revaluation BT ELENE
of buildings - - - - - (329) - - - - - (829)
Attributable to change in tax rate B AR RFE - - - - - 1,352 - - - - - 1,352
Bxchange difference on transiation BB EHK 2
of foreign operations ERZR - - - - - - - 23,027 - - - 23,027
Loss on fair valus change MEHERENTE
of avallable-for-sale Investment 255 - - - - - - (45%) - - - - (45%)
Impairment loss on avallable-for-sale AL HERE 2
investment realised BERRERR - - - - - - 28008 - - - - 28008
Netincome recognised directly  RERERMR
in equity ZWAFE - - - - - 2,241 3470 23027 - - - 28738
Loss for the year TEEER - - - - - - - - - (B4.750) - (B4,750)
Total recognised income and TR Zﬂﬁﬁ LN
expense for the year st - - - - - 2,041 3470 23027 - (64,750) - (36012
Final dividend for 2006 paid BERNZZZZAERSRE - - - - - - - - - (5,444) - (5,444)
At 81 December 2007 and REZBLET-A=+-H
at 1 January 2008 R=ZEN\E-A-R 54,436 82,364 35,597 19,487 6,553 51,949 = 29,755 1,564 93,326 - 375031
Revaluation suplus on buldings BT BB - - - - - 307 - - - - - 307
Deferred tax on revaluation BT RN
of buildings - - - - - (17 - - - = — (77)
Exchange difference on BERNEH
ranslation of foreign operations ~ ZERER = - - - - - - 2914 - - - 2914
Transfer to profit o loss on HEBINERE
disposal of foreign operations EEREG - - - - - - - (6,052) - - - 6,052)
Discontinued operations R 2 = - @13 (1590 - {053 - (35990 - - 0197 -
Loss on fair valus change MEHERENTE
of avallable-for-sale investment 2g5E - - - - - - (436) - - - - (43p)
Net income recognised directly ~ RERSEERRLZ
in equity ABE . - P58 (1590 - 0304 6)  (19,128) - - 10197 16656
Loss for the year TEEER - - - - - - - - - [169,728) - (169,728)
Transfer to profi o loss on HERNERE
disposal of foreign operations BEEER - - - - - (3.989) - - - 3,989 - -
Total recognised income and TR Zﬂﬁﬁ ARA
expense for the year R b = - @518 (1590 ) u6)  (19128) - (165739 101,967  (153072)
Issue of ordinary shares BOLAR 10800 21,600 - - - - - - - - - 32400
Share issue expenses Rip%IRE - (1,089) - - - - - - - - - (1,089)
At 31 December 2008 WEENEF-A=1-H 65,236 102,875 26,084 3,557 6,553 7,656 436) 10,627 1,664 (r2.413) 10197 263270

Karce International Holdings Company Limited
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY | &
GAMNEBE

For the year ended 31 December 2008 HZ-ZZ\G+_A=+—HIEFE

Notes: Bt E -

()  The capital reserve of the Group represents the reserve arising (i) REE 2 BRFEE D EBEREBEANSREREN
from the acquisition of a further interest in the share capital of a BAR 2 RAERARE—RMB AR ZIRE R E
subsidiary at nil consideration pursuant to the Group’s reorganisation M mELE 2 & -

and capitalisation of retained profits of a subsidiary.

(i) ~ The special reserve of the Group represents the difference (i) ASKBEZERFEEIDBESESEHNUERARKNE QT
between the nominal amount of the share capital issued by the ZBETRAREEANE AR 2 B EITRAMEE
Company’s subsidiaries in exchange for the nominal value of the EEZ =% -

issued share capital of other subsidiaries pursuant to the Group’s
reorganisation.

(i) The statutory reserve of the Group represents reserve required by (i) AERBEZEERFENZRBEARA AR FREARLFE
the relevant laws of the People’s Republic of China (the “PRC") (TR E )M A B2 A B BIE FI AR e M s 3.2 &
applicable to the Company’s PRC subsidiaries and is appropriated at % EEAUWMEER - KPREEAIHPIRER - JEFE
directors’ discretion. The statutory reserve can be used to make up HETRAREFTENBARBEFEZEE(NE)
prior years' losses of the PRC subsidiaries, if any, and can be applied WrAlEMAE R -

in conversion into capital after approval by PRC authorities.

The accompanying notes form an integral part of these financial ~ B&M Z Bt BAF #Ehzk 2 —3b5 o
statements.
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CONSOUDATED CASH FLOW STATEMENT
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For the year ended 31 December 2008 HZ-ZZ\G+_A=1+—HIFE
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2008 2007
—EENFE —TTLF
HK$°000 HK$'000
FHET FHT
Operating activities R
Loss before taxation: BRE A AE ¢
Continuing operation FHEIE T (76,978) (43,791)
Discontinued operations BRI TS (86,321) (19,035)
(163,299) (62,826)
Adjustments for: BT RIBHE
Finance costs A& KA 4,703 4,626
Impairment loss recognised in HE D EUGRIBRERZ
respect of trade receivables BEEE 6,861 4,530
Write down of obsolete and slow REREHETE
moving inventories R 1,065 3,183
Reversal of impairment loss BB D EBKIBER 2
recognised in respect of trade BEEERE
receivables (523) -
Reversal of obsolete and slow EMUBRE LB HETE
moving inventories written down Zm (2,499) -
Interest income FEMA (393) (1,330)
Loss on disposal of subsidiaries HEMBARZER 31,606 =
Impairment loss recognised in HEESERRESE
respect of club debenture 580 -
Gain on fair value change TEMENTE
on investment properties 2= (128) (3,252)
Depreciation and amortisation PrE iy 38,112 35,705
Revaluation surplus on buildings EFEHAR (484) (331)
Loss/(gain) on disposal of property, Hj%%¥ =
plant and equipment SEz BB (W) 240 (127)
Unrealised loss on fair value change 315 ﬁmi%mﬂllﬂ
of derivative financial instruments N EEEEE 715 15,159
Loss on disposal of available-for-sale ﬁ%ﬁﬁﬁﬁ%?ﬁﬁ
investment o) 5t 258 =
Impairment loss recognised in respect HAHEERERR L
of available-for-sale investment BB ETE 23,268 28,008
Operating cash flows before movements %@ﬁﬁuﬂ?ﬁﬁu
in working capital LRBERGRE (59,918) 23,345
Decrease/(increase) in inventories FEmR / (35m) 6,148 (16,991)
(Increase)/decrease in trade and E%J’EHQ KIE ]
bills receivables FEURZE I (32 00) SRk > (5,699) 9,990
Increase in prepayments, TEFIE &%&ﬁﬁﬂrqﬁl
deposits and other receivables # 0 (28,438) (2,913)
(Decrease)/increase in trade and 2 ZENFIERENRIR
bills payables R, /1B (28,884) 19,843
Increase/(decrease) in other H e A K ERT B
payables and accruals #2n,/ G ) 36,310 (19,078)
Increase in amount due to a director JER — B E H IR AN 1,500 -
Increase in amount due to a shareholder — JEff — & AR ER 2RI AN 15,500 =
Cash (used in)/generated from operations ~ (FER) /KEKLE£H2EHE (63,481) 14,196
Hong Kong Profits Tax refund/(paid) E%EIE/(EH)E%WH%R 716 (2,372)
PRC Enterprise Income Tax paid Ef P RCERSH (5,342) (2,365)
Net cash (used in)/generated from (BR),/REKEER
operating activities ZE&FE (68,107) 9,459

Karce International Holdings Company Limited
Annual Report 2008



CONSOLIDATED CASH FLOW STATEMENT

FARRETNER

For the year ended 31 December 2008 HZ-ZZ\G+_A=+—HIEFE

2008 2007
—EENE —TTHF
HK$’000 HK$'000
FHET FHT
Investing activities REZEK
Purchase of property, plant and equipment BB W% - BE &&E (18,666) (31,886)
Interest received B IFIE 393 1,330
Proceeds from disposal of property, HEWE - BE&
plant and equipment A PTIS RUE 1,648 334
Proceeds from disposal of subsidiaries I EHT B A R TS FIE 22,784 =
Proceeds from disposal of HE A SREMEHRIE 6,015 =
available-for-sale investment
Net cash generated from/(used in) REH(FER)REEHK
investing activities ZHRERE 12,174 (30,222)
Financing activities mE K
Proceeds from bank borrowings RITEEMSRE 53,428 55,165
Repayment of bank borrowings BEBRITEE (54,924) (32,424)
Repayment of obligations BEMEHESRE
under finance leases (4,905) (5,802)
Dividend paid BEIARE - (6,444)
Interest paid on bank loans BITERENF A (2,568) (4,093)
Interest paid on overdraft and others BEES REMFE (1,943) =
Interest paid on obligations BEHERARHFE
under finance leases (192) (633)
Proceeds from issue of ordinary shares BITLBRASIRIA 32,400 -
Payment for share issue expenses B B1TR AN 3 (1,089) -
Net cash generated
from financing activities RERMEXK2REEE 20,207 6,869
Net decrease in cash HekEEEHEER
and cash equivalents WD (35,726) (13,894)
Cash and cash equivalents FHNzHRERREEEER
at beginning of the year 53,179 65,890
Effect of foreign EEEE 2%
exchange rate changes (976) 1,183
Cash and cash equivalents FRZESRRESEEER
at end of the year 16,477 53,179
Analysis of the balances of cash BeRkBELEEER
and cash equivalents F i
Bank balances and cash BOTEERRE 1,609 53,179
Cash and cash equivalents STARER SR
included in a disposal ReE R[S FEEE
group held for sale (note 10) (Fg3E10) 14,868 =
16,477 53,179

The accompanying notes form an integral part of these financial

statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

1. GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed
in the Corporate Information to the annual report.

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 40.

The consolidated financial statements are presented in
Hong Kong dollars, which is the functional currency of the
Company.

2. APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSs”)

In the current year, the Group has adopted the following
amendments and interpretations (“new HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") which are or have become effective.

HKAS 39 & HKFRS 7 Reclassification of

(Amendments) Financial Assets
HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury
Share Transactions
HK(IFRIC)-Int 12 Service Concession
Arrangements
HK(FRIC)-Int 14 HKAS 19 — The Limit on a

Defined Benefit Asset,
Minimum Funding
Requirements and
their Interaction
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Notes to the Consolidated Financial Statements | s
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

2. APPLICATION OF NEW AND 2.
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”) (continued)

ERZENB AU BERELENENARRERE
on how the results and financial position for the current or ARGt BB SR T ST R EE KT BRR

The application of the new HKFRSs had no material effect

AL BEBAZE - At - AREEALHE
EMRETHAE

prior accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

AEBEW EIRATERA NI T EMERRERZ
] RIERTEV R « (BRI AR -

The Group has not early adopted the following new and
revised standards, amendments or interpretations that have

been issued but are not yet effective.

HKFRSs (Amendments)
HKAS 1 (Revised)

HKAS 23 (Revised)
HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39 (Amendment)

HKFRS 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 7 (Amendment)

HKFRS 8

HK(FRIC)-Int 9 &
HKAS 39
(Amendments)

HK(FRIC)-Int 13

HK(FRIC)-Int 15

Improvements to HKFRSs'
Presentation of
Financial Statements?
Borrowing Costs?
Consolidated and Separate
Financial Statements®
Puttable Financial
Instruments and Obligations
Arising on Liquidation?
Eligible hedged items®
Cost of an Investment in
a Subsidiary, Jointly
Controlled Entity or
Associate?
Vesting Conditions
and Cancellations?
Business Combinations®

Financial Instruments:
Disclosures —Improving
Disclosures about
Financial Instruments?

Operating Segments?

Embedded Derivatives*

Customer Loyalty
Programmes®

Agreements for the
Construction of Real Estate?
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NN e

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

2. APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”) (continued)

HK(FRIC)-Int 16 Hedges of a Net Investment
in a Foreign Operation®

HK(IFRIC)-Int 17 Distribution of Non-cash
Assets to Owners®

HK(FRIC)-Int 18 Transfers of Assets

from Customers’

! Effective for annual periods beginning on or after 1 January
2009 except for the amendments to HKFRS 5, effective for
annual periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1 January
2009

< Effective for annual periods beginning on or after 1 July
2009

4 Effective for annual periods beginning on or after 30 June
2009

o Effective for annual periods beginning on or after 1 July
2008

C Effective for annual periods beginning on or after 1 October
2008

! Effective for transfers of assets from customers received on

or after 1 July 2009

The application of HKFRS 3 (Revised) may affect the
accounting for business combination for which the acquisition
date is on or after the beginning of the first annual reporting
period beginning on or after 1 July 2009. HKAS 27 (Revised)
will affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary. The directors of the
Company anticipate that the application of the other new
and revised standards, amendments or interpretations will
have no material impact on the results and the financial
position of the Group.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+_-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

The consolidated financial statements have been prepared
on the historical cost basis, except for certain properties
and financial instruments which are measured at revalued
amounts or fair values, where appropriate.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong
Companies Ordinance. The principal accounting policies
adopted are as follows:

These consolidated financial statements are presented in
Hong Kong dollars and all value are rounded to the nearest
thousand (HK$'000), except otherwise indicated.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including special
purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All'intra-group transactions, balances, income and expenses
are eliminated on consolidation.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Non-current assets held for sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing
use. This condition is regarded as met only when the sale is
highly probable and the asset (or disposal group) is available
for immediate sale in its present condition.

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of the assets’ (disposal
groups’) previous carrying amount and fair value less costs
to sell.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts
and sales related taxes.

Sales of goods are recognised when goods are delivered
and title has passed.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through
the expected life of the financial asset to that assets’ net
carrying amount,

Rental income from operating leases is recognised on a
straight-line basis over the terms of the relevant leases.

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+_-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment properties (continued)

On initial recognition, investment properties are measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are
measured at their fair values using the fair value model. Gains
or losses arising from changes in the fair value of investment
properties are included in consolidated income statement for
the period in which they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from its
disposals. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the consolidated income statement in the year in which
the item is derecognised.

Property, plant and equipment

Property, plant and equipment, other than buildings held for
use in the production or supply of goods or services, or for
administrative purposes and construction in progress, are
stated at cost less subsequent accumulated depreciation
and impairment loss.

Buildings held for use in the production or supply of goods
or services, or for administrative purposes, are stated at their
revalued amount, being the fair value at the date of revaluation
less subsequent accumulated depreciation and impairment
loss. Revaluations are performed with sufficient regularity
such that the carrying amount does not differ materially
from that which would be determined using fair values at
the balance sheet date.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued

Property, plant and equipment (continued)

Any revaluation increase arising on revaluation of buildings
is credited to the asset revaluation reserve, except to the
extent that it reverses a revaluation decrease of the same
asset previously recognised as an expense, in which case
the increase is credited to the consolidated income statement
to the extent of the decrease previously charged. A decrease
in net carrying amount arising on revaluation of an asset is
dealt with as an expense to the extent that it exceeds the
balance, if any, on the asset revaluation reserve relating to
a previous revaluation of that asset. On the subsequent sale
or retirement of a revalued asset, the attributable revaluation
surplus is transferred to retained profits.

Depreciation is provided to write off the cost or fair value
of items of property, plant and equipment, other than
construction in progress, over their estimated useful lives
and after taking into account of their residual value, using
the straight-line method.

Construction in progress is stated at cost less any impairment
loss. Construction in progress is classified to the appropriate
category of property, plant and equipment when completed
and ready for intended use. Depreciation of these assets, on
the same basis as other property assets, commences when
the assets are ready for their intended use.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets
or, where shorter, the term of the relevant lease.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds
and the carrying amount of the item) is included in the
consolidated income statement in the year in which the item
is derecognised.
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Notes to the Consolidated Financial Statements ¢
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+_-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible asset — Club debenture

Club debenture with indefinite useful life is carried at cost
less any impairment loss.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any
indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under another
standard, in which case the impairment loss is treated as a
revaluation decrease under that standard.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, such that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant asset
is carried at a revalued amount under another standard, in
which case the impairment loss is treated as a revaluation
increase under that standard.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leasing (continued)

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis over
the term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to
the carrying amount of the leased asset and recognised as
an expense on a straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated balance sheet as a finance lease obligation.
Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to consolidated
income statement.

Rentals payable under operating leases are charged to
consolidated income statement on a straight-line basis
over the term of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating lease
are recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Leasehold land

Interest in leasehold land is accounted for as operating leases
and amortised over the lease term on a straight-line basis
except for those that are classified and accounted for as
investment properties under the fair value model.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+_-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefit costs

Payments to defined contribution retirement benefit plans
and the Mandatory Provident Fund Scheme are charged as
an expense when employees have rendered service entitling
them to the contributions.

Borrowing costs

All borrowing costs are recognised as and included in finance
costs in the consolidated income statement in the period in
which they are incurred.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in the consolidated income statement in the period in which
they arise. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in
consolidated income statement for the period except for
differences arising on the retranslation of non-monetary items
in respect of which gains and losses are recognised directly
in equity, in which case, the exchange differences are also
recognised directly in equity.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Company (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised as a separate component of
equity (the exchange reserve). Such exchange differences are
recognised in consolidated income statement in the period
in which the foreign operation is disposed of.

Taxation

Income tax expenses represent the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items
of income or expense that are taxable or deductible in other
years and it further excludes income statement items that are
never taxable or deductible. The Group’s liability for current
tax is calculated using tex rates that have been enacted or
substantively enacted by the balance sheet date.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Taxation (continued)

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in
the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in
a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited to consolidated
income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax
is also dealt with in equity.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a
party to the contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss (“FVTPL") are added to or deducted
from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition.

Financial assets

The Group’s financial assets are classified into loans and
receivables and available-for-sale financial assets. All
regular way purchases and sales of financial assets are
recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Financial assets — Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the financial asset, or, where appropriate, a shorter
period. Income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables (including trade
and other receivables and bank balances) are carried at
amortised cost using the effective interest method, less any
identified impairment losses.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

3. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)

Financial assets — Effective interest method
(continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets at
FVTPL, loans and receivables or held-to-maturity investments.
At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised in
equity is removed from equity and recognised in consolidated
income statement.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at each balance sheet date. Financial
assets are impaired where there is objective evidence that, as
a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash
flows of the financial assets have been impacted.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or counterparty;
or

° default or delinquency in interest or principal payments;
or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Impairment of financial assets (continued)

For financial assets carried at amortised cost, an impairment
loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as
the difference between the asset's carrying amount and the
present value of the estimated future cash flows discounted
at the original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade and other receivables, where the carrying
amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account are
recognised in profit or loss. When a trade receivable or other
receivable is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

Impairment losses on available-for-sale equity investments
will not be reversed in profit or loss in subsequent periods.
Any increase in fair value subseqguent to impairment loss is
recognised directly in equity.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit and loss to the extent that the carrying amount of the
asset at the date the impairment is revered does not exceed
what the amortised cost would have been had the impairment
not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.
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Notes to the Consolidated Financial Statements &
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Financial liabilities and equity (continued)

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its
liabilities.

Financial liabilities and equity — Effective
interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability,
or, where appropriate, a shorter period. Interest expense is
recognised on an effective interest basis.

Financial liabilities (other than derivative financial
instruments)

The Group's financial liabilities (including trade and bills
payables and bank loans) are subsequently measured at
amortised cost, using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Repurchase of the Company’'s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at each balance sheet date. The
resulting gain or loss is recognised in consolidated income
statement immediately.
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Notes to the Consolidated Financial Statements
A SRR EE

For the year ended 31 December 2008 #Z-FZ/\F+-_A=+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the
assets’ carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss
that had been recognised directly in equity is recognised in
consolidated income statement.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in consolidated income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held
at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in
current liabilities on the consolidated balance sheets.

Provision

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at the directors’ best estimate of the
expenditure required to settle the obligation at the balance
sheet date, and are discounted to present value where the
effect is material.
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Notes to the Consolidated Financial Statements | &
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employees’ benefits
Bonuses

The Group recognises a liability for bonuses when there is
a contractual obligation and the amount can be estimated
reliably.

Retirement benefit obligations

The Group operates a Mandatory Provident Fund Scheme
(the "“MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for those employees
employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution
scheme, the assets of which are held in separate trustee
administered funds.

Under the MPF Scheme, the employer and its employees
are each required to make contributions to the scheme at
5% of the employees’ relevant income, with the employers’
contributions subject to a cap of monthly relevant income
of HK$20,000. The Group's contributions to the scheme
are expensed as incurred are vested in accordance with
the scheme’s vesting scales. \Where employees leave the
scheme prior to the full vesting of the employer’s contributions,
the amount of forfeited contributions is used to reduce the
contributions payable by the Group.

Share-based payment expenses

The fair value of the employee services received determined
by reference to the fair value of share options granted at the
grant date is recognised as an expense in full at the grant
date when the share options granted vest immediately, with
a corresponding increase in equity (share-based payment
reserve).
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Notes to the Consolidated Financial Statements

NN ek

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

3. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employees’ benefits (continued)
Share-based payment expenses (continued)

At the time when the share options are exercised, the amount
previously recognised in sharebased payment reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in share based
payment reserve will be transferred to retained profits.

Related party transactions
A party is considered to be related to the Group if:

the party, directly or indirectly through one or more
intermediaries, (a) controls, is controlled by, or is under
common control with, the Group; (b) has an interest
in the Group that gives it significant influence over the
Group; or (c) has joint control over the Group;

ii. the party is an associate;
iii.  the party is a jointly-controlled entity;

iv.  the party is a member of the key management personnel
of the Group or its parent;

V. the party is a close member of the family of any individual
referred to in (i) or (iv);

vi.  the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (iv) or (v); or

vii.  the party is a post-employment benefit plan for the
benefit of the employees of the Group, or of any entity
that is a related party of the Group.

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between
related parties.
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Notes to the Consolidated Financial Statements | &
A SRR EE

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

3. SIGNIFICANT ACCOUNTING 3. FEFTBERm
POLICIES (continued)
Contingent liabilities and contingent RARABBERIAREE
assets
A contingent liability is a possible obligation that arises from IRBBENAEBEEHEMAEEHRIEE M
past events and whose existence will only be confirmed by ARTHERESE R —HXZEAEETA T
the occurrence or non-occurrence of one or more uncertain 2R 2T EESHAEE - kABEINE
future events not wholly within the control of the Group. It EERBESEHMEEZRERME  BEHRE
can also be a present obligation arising from past events W BLEE R STz B BEEIER
that is not recognised because it is not probable that outflow SETEMARBER °

of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in SABBETSHERARE SR HRE M+
the notes to the financial statements. When a change in the 55 o Wi 2 A REME IR ML - AR E A A%
probability of an outflow occurs so that outflow is probable, HIRRE - BISERARE -

they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past SABEDABEEMHMAREHEREZEE - M
events and whose existence will be confirmed only by the ARTAEERHR —HAZHEAEE T T
occurrence or non-occurrence of one or more uncertain G2 EESHAAEE o WRA LR
future events not wholly within the control of the Group. A KEFSAA  ASREETSRRARES
contingent asset is not recognised but is disclosed in the R E R M TR R - MERFELENR
notes to the financial statements when an inflow of economic mA - AIFEREREE -

benefits is probable. When inflow is virtually certain, an asset
is recognised.

4. CRITICAL ACCOUNTING 4. FEFHHERMAETTHBEE
JUDGMENTS AND KEY SOURCES ZEERIR
OF ESTIMATION UNCERTAINTY
In the application of the Group’s accounting policies, AW ST 2 AEB ST BURR - EEE
which are described in note 3, management is required AHEAMKRETREBECEERARZE
to make judgments, estimates and assumptions about the HEEED A E - G5t REE - Fer REERE
carrying amounts of assets and liabilities that are not readily Th DA B 1T 48 B R AR AR < H fth B = B IKIE ©
apparent from other sources. The estimates and associated ERERIEZEMFTAER -

assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.
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Notes to the Consolidated Financial Statements
A ISR EE

For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)
The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

Key sources of estimation uncertainty

The followings are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year.

Depreciation

The carrying value of the Group's property, plant and
equipment as at 31 December 2008 was approximately
HK$58,676,000 (2007: HK$2562,095,000). The Group
depreciates the property, plant and equipment at different
depreciation rates. The depreciation rates are determined
on the straight-line method, after taking into account of their
residual values. The depreciation expense for future periods
is adjusted if there are significant changes from previous
estimates.

Income tax

The Group is subject to income taxes in Hong Kong and
the PRC. Significant judgment is required in determining
the provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be due. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.
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For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Estimate of fair value of investment properties

The best evidence of fair value is current prices in an active
market for similar lease and other contracts. In the absence
of such information, the Group determines the amount within
a range of reasonable fair value estimates. In making its
judgment, the Group considers information from a variety of
sources including:

(@) current prices in an active market for properties of
different nature, condition or location (or subject to
different lease or other contracts), adjusted to reflect
those differences;

(b)  recent prices of similar properties in less active markets,
with adjustments to reflect any changes in economic
conditions since the date of the transactions that
occurred at those prices, and

(c) discounted cash flow projections based on reliable
estimates of future cash flows, derived from the terms
of any existing lease and other contracts, and (where
possible) from external evidence such as current market
rents for similar properties in the same location and
condition, and using discount rates that reflect current
market assessments of the uncertainty in the amount
and timing of the cash flows.

If information on current or recent prices of investment
properties is not available, the fair values of investment
properties are determined using discounted cash flow
valuation technigues. The Group uses assumptions that are
mainly based on market conditions existing at each balance
sheet date.
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CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Estimate of fair value of investment properties
(continued)

The principal assumptions underlying management’s
estimation of fair value are those related to: the receipt
of contractual rentals; expected future market rentals; void
periods; maintenance requirements; and appropriate discount
rates. These valuations are regularly compared to actual
market yield data, and actual transactions by the Group and
those reported by the market.

The expected future market rentals are determined on the
basis of current market rentals for similar properties in the
same location and condition.

The Group assesses the fair value of its investment properties
based on valuation determined by qualified independent
professional valuers in Hong Kong and the PRC.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price
in the ordinary course of business, less estimated costs of
completion and selling expenses. These estimates are based
on the current market condition and the historical experience
and selling goods of similar nature. It could change significant
as a result of change in market condition. Management will
reassess the estimations at the balance sheet date.

Estimate of recoverable amounts of assets

The Group tests annually whether the assets have suffered
any impairment. The recoverable amount an asset or a
cash generating unit is determined based on value-in-use
calculations which require the use of assumptions and
estimates.
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€

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Impairment loss recognised in respect of trade
and other receivables

Allowance for trade and other receivable is made based on
the evaluation of collectability and ageing analysis of accounts
and on directors’ judgment by reference to the estimation of
the future cash flow discounted at an effective interest rate
to calculate the present value. Where the actual future cash
flows are less than expected, an impairment loss should be
recognised.

Fair value of derivatives and other financial
instruments

The fair value of financial instruments that are not traded
in an active market is determined by valuation techniques.
The Group uses it s judgment to select a variety of methods
and make assumptions that are primary based on market
condition existing at each balance sheet date.

SEGMENT INFORMATION

Business segments

For management purposes, the Group is organised into
three principal operating divisions — electronic products,
conductive silicon rubber keypads and printed circuit boards.
These division are the basis on the Group reports its primary
segment information: Inter-segment sales were made at cost
plus mark up.

During the financial year, the Group disposed of its printed
circuit boards business and the Board of Directors announced
a plan to dispose of the electronic products business (note 9).
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5. SEGMENT INFORMATION (continved) 5. oEER =)

Business segments (continued) BREBED )
Segment information about these businesses Is presented ZEEB DR ER 2T ¢
below.
2008 —EENF
Continuing operation Discontinued operations
BESEER RIEREER
Conductive
silicon
rubber Printed
keypads Electronic circuit
EER Eliminations Total  products boards Eliminations Total Consolidated
BB%E HORl At ETER HEERR R Rt &4
HK$'000  HK$'000  HK$'000 HK$'000  HK$000 HK$'000  HK$000 HK$'000
TEL T TR T T T T T
REVENUE 6
Extemal sales HEHE 70,681 - 70681 512,847 61,555 - 574402 645,083
Inter-segment sales BEHE 16,239 (16,239) = 5,04 18,824 (23,865) = =
Total pak 86,920 (16,239) 70,681 517,888 80,379 (23,865) 574,402 645,083
RESULT EL |
Segment results AL (28800)  (14957)  (43,766)  (8951) (50392 14957  (44,386)  (88,152)
Unallocated corporate expenses RAWLEERT (9,691) - (9,691)
Loss on disposal of subsidiaries HERBARZEE - (31,606)  (31,606)
Finance costs BERA (291) (4,412) (4,703)
Impairment loss recognised in respect  FLAMEHERERER L
of available-for-sale investment REER (23,268) - (23,268)
Gain/(loss) on fair value change of TEEBTIARTE
derivative financial instruments 2/ (58) 38 (5,917) (5,879)
Loss before taxation BHAER (76,978) (86,321)  (163,299)
Income tax expenses RS (34) (6,395) (6,429)
Loss for the year TEEER (17,012) (92,716)  (169,728)
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5. SEGMENT INFORMATION (continved) 5. oEER =)

Business segments (continued) REBE D 2
2008 (continued) —EBEN\FE(E)
BALANCE SHEET BEESEXR
Conductive Electronic
silicon products
rubber (discontinued
keypads operation)
EEE ETFEm Consolidated
BBRE (RLELEEK) =a
HK$’000 HK$’000 HK$°000
FET FET FET
ASSETS EE
Segment assets DEEE 90,886 382,490 473,376
Unallocated corporate assets AOBZEEE 42,521
Consolidated total assets A BEMER 515,897
LIABILITIES aE
Segment liabilities DEPEE 32,225 190,971 223,196
Unallocated corporate liabilities Aoz AR 39,431
Consolidated total liabilities e aEReE 262,627
ZREEXESEEBRAT
—Z2EEN\FFER
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5. SEGMENT INFORMATION (continued) 5. /]_J\%Bié*ﬁl'(@)
Business segments (continued) REBE D 2
2008 (continued) —EBEN\FE(E)
OTHER INFORMATION Hin g s
Continuing
operation Discontinued operations
FECEER RIEREER
Conductive
silicon
rubber Printed
keypads  Electronic circuit
BEREZB  products boards Total Unallocated Consolidated
&R ETEm HHEER &it OB E)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR TERL TR ThRL TAL

Additions to property, REME  BER

plant and equipment B 6,496 10,362 3,882 14,244 - 20,740
Depreciation of property, ER S

plant and equipment ZhE 8,006 21,159 7,478 28,637 980 37,623
Amortisation of prepaid iclppiik: 5

lease payments 97 368 24 392 - 439
Written down/(reversal) of BRERBHEEE

obsolete and slow moving R,/ (BmE)

inventories 1,065 - (2,499) (2,499) - (1,434)
Imparment loss recognised in -~ L& M IERER

respect of trade receivables ZREEE 594 5,695 572 6,267 - 6,861
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5. SEGMENT INFORMATION (coninued) 5. oEER =)

Business segments (continued) REBE D 2
2007 —TTLEF
Continuing operation Discontinued operations
BELLEK RILEE%T
Conductive
siicon
rubber Printed
keypads Electronic circut
EER  Himinations Total products boards  Eliminations Total  Consolidated

BBRE A Ast  ETEM DREHER s G e
HK$000  HKS000  HKS000  HKS000  HKS000  HKS000  HK$000  HK§000
TEér TR TEr  TAT  TEr  TAT  TEr  TAR

REVENUE g

Extemnal sales hhibine 97,565 - 1h5 5367 B9 - 67549 735114

Intersegment sales e 16486 (16,486) - 3273 28159 (31432) - -
Total i 114051 (16486) 97,565 541,900 127,081 (31432 637549 73114
RESULT |

Segment resuls A5G 1819 (15348) (135290 (10462  (18421) 15,348 (853%)  (22,064)
Unallocated comorate expenses APMZLERT (2.445) - (2,445)
Finance costs BERA (554) (4,072 (4,626)
Impaiment loss recognised in respect of LA EHH ERBHER

avallable-for-sale investment REFR (28,008) - (28008
Gainf{oss) on fair value change of LRI AATE

derivative financial instruments g8his/ (B8) 745 (6.429) (5,683)
Loss before taxation RRAEE (43,791) (190%5)  (6282)
Income tax expenses FEHEY (352) (1572 (1,924)
Loss for the year TERER (44,143 (20607)  (B4,750)

ZREXEEERAA
—EENEER
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SEGMENT INFORMATION (continued) DEBE R =)
Business segments (continued) REBE D 2
2007 (continued) ZETLF(E)
BALANCE SHEET EEASEX
Printed
Conductive Electronic circuit
silicon products boards
rubber  (discontinued  (discontinued
keypads operation) operation)
BER ETEM FERER  Consolidated
BBEE (RIEEEER) (RELEEH) e
HK$" 000 HK$" 000 HK$" 000 HK$" 000
THL THL THL FHL
ASSETS &E
Segment assets DEEE 108,624 419,441 108,003 631,068
Unallocated corporate assets AP ZBCEEE 38,402
Consolidated total assets GRABELE 669,470
LIABILITIES aff
Segment liabilities PEEE 23,392 106,227 39,080 168,699
Unallocated corporate liabities KAz EEEE 125,740
Consolidated total liabilities LARAGESE 294,439
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5. SEGMENT INFORMATION (continueq) 5. 7EER @)

Business segments (continued) REBE D )
2007 (continued) —ETLF(E)
OTHER INFORMATION Htp&ER
Continuing
operation Discontinued operations
SELEET RIS R
Conductive
silicon
rubber Printed
keypads Electronic circuit
BERER products boards Total  Unallocated ~ Consolidated
i EfEm HHEER a5t RAR e

HK$' 000  HK$' 000  HK$' 000  HK$' 000  HK$' 000  HK$' 000
TAT TAT TAT TAT TAT TAT

Additions to property, RENE - BER

plant and equipment R#&fE 5,186 13,206 13,494 26,700 - 31,886
Depreciation of property, ¥ BE &KX

plant and equipment ZHE 8,016 18,426 8,200 26,626 602 36,244
Amortisation of prepaid biclppiik: 5

lease payments 88 345 28 373 - 461
(Reversal)/written down RERBHEE

of obsolete and slow (BE),/ R

moving inventories (371) 3,061 493 3,054 - 3,183
Impalrment loss recognised in -~ 5tE 3 EUGIARER

respect of trade receivables ZREER 2,520 1,163 847 2,010 = 4,530

ZREEXESEEBRAT
—EENEER
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5. SEGMENT INFORMATION (contin 5. oEER =)

Geographical segments: & it 35 8l 7
The Group'’s customers are principally located in Hong Kong REBCEFEEDHRERS - PR(EER
the PRC (other than Hong Kong), Europe, Japan, other Asian Sh) BN - B - EMZENER RER o

countries and America.

The following table provides an analysis of the Group’s sales REEESEMIGHE 22T T -
by geographical market:

Revenue from Revenue from
external customers external customers
RENBEF ZKE RENBEF ZKE
Continuing Discontinued
operation operations Consolidated
RFESEEY HIEREER E)
2008 2007 2008 2007 2008 2007

“RR\E  CTTLE  CRER\E CTTLE CREN\E CETLR
HK$000  HK$000  HK$000  HKS000  HK$'000  HKBO0O
TiEn FiEx T TiEn TiEn TiExn

Hong Kong 55 14,403 68,779 193,674 215,734 208,077 284,513
PRC H 56,252 23,757 26,190 27,851 82,442 51,608
Europe B 26 125 164,361 169,399 164,887 169,524
Japan B - - 68,633 84,882 68,633 84,882
Other Asian countries HiZMBIR - 4,904 54,061 67,800 54,061 72,704
America x5 - - 42,399 55,089 42,399 55,089
Others Hit - = 24,584 16,794 24,584 16,794

70,681 97,565 574,402 637,549 645,083 735,114
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5. SEGMENT |NFORMAT|ON (continued) 5.

Geographical segments: (continued)

The following is an analysis of the carrying amount of segment
assets, and additions to property, plant and equipment analysed

DEER #)

B8 5 &)

DHEEZEMEMMAEZYE  BE &R
BIRE RIS 2 DT T -

by the geographical area in which the assets are located:

Additions to

property, plant
and equipment

Carrying amount
of segment assets

REME

AHEERRER B R &R
2008 2007 2008 2007
“BEN\F ZTTLEF -BRNF ZTTLHF
HK$000  HKBO00  HK$000  HKS0O00

TER TET TER TR

Hong Kong B8 87,964 145,732 2,568 132
PRC HE 385,412 485,336 18,172 31,754
473,376 631,068 20,740 31,886
6. OTHER REVENUE AND GAIN 6. HtWARW=
Continuing Discontinued
operation operations Consolidated
BEREEL IR =RE

2008 2007 2008 2007 2008 2007
“RE0\F ZTTLF CSBRN\F ZTTLFE CBRN\F CTELR
HK$000  HK$000 HK$000 HKSO00 HK$000  HK$O00

Tér TAT TEx TAx TER  TER

Interest income IS ON 64 9% 329 1,235 393 1,330
Gain on disposal of property,  HEWE - BE

plant and equipment Bl 67 = 149 127 216 127
Reversal of impaiment loss ~ #LE 5 EUFZUARER

recognised in respect of ZREEERE

frade receivables 72 - 451 - 523 -
Revaluation surplus EFEhHEH

on buildings - - 484 331 484 €8l
Gain on fair value change on ~ REMEATFE

investment properties e - = 128 3,252 128 3,252

203 95 1,541 4,945 1,744 5,040

ZREEXESEEBRAT
—EENEER
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7. FINANCE COSTS 7. BIERAK
Continuing Discontinued
operation operations Consolidated
BESEEK RIEREER &8
2008 2007 2008 2007 2008 2007
“EEN\F —TTLE CBR\E —ITLF CPRNF STILE
HK$000 HK$000 HK$000 HKE000 HK$000  HK$O00
TET THL TET THT TET THT
Interest on: PTEIEZHE :
Bank loans wholly BRAFREHER
repayable within five years ZRITER 102 554 2,466 3,539 2,568 4,093
Obligations under MARERE
finance leases - = 192 5813 192 088
Qverdraft and others
finance costs FEX REMEERA 189 - 1,754 - 1,043 -
291 554 4,412 4,072 4,703 4,626
8. INCOME TAX EXPENSES 8. FisBiFx
Continuing Discontinued
operation operations Consolidated
HEREEY RIMSEERK &8
2008 2007 2008 2007 2008 2007
“EZEN\F —TTLH “EENF 2T “EENF —TTLHE
HK$'000  HK$O000 HK${009 HK$000  HK$000  HK$'000
TET THT THET THT THT THT
Current tax: BNEARIE -
Hong Kong Profits Tax BENEH - - 75 - 75
PRC Enterprise Income Tax R EICEMEH 352 5,185 2,037 5,185 2,389
- 352 5,185 2,112 5,185 2,464
(Over)/under provision of BEFEABHIE
current tax in prior years: (BERE) BETE
Hong Kong Profits Tax BEBNEH 34 = - (351) 34 (351)
PRC Enterprise Income Tax R EBIGEMEH - - 1,098 (943) 1,098 (943)
34 - 1,098 (1,294) 1,132 (1,294)
Deferred tax (note 32); BRI (P 7E32):
Current year i5 - - 112 813 112 813
Attributable to a change )
in tax rate ELAREAR - - - (69) - (69)
- - 112 754 112 754
34 352 6,395 1,672 6,429 1,924
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INCOME TAX EXPENSES (continued)

During the year ended 31 December 2008, the Hong
Kong Legislative Council passed the Revenue Bill 2008
and reduced corporate profit tax rate from 17.5% to 16.5%
which is effective from the year of assessment 2008/2009.
Hong Kong Profits Tax is calculated at 16.5% (2007: 17.5%)
of the estimated assessable profit for the year.

PRC subsidiaries are subject to PRC Enterprise Income Tax
at 26% (2007: 27%). Taxation arising in other jurisdictions
is calculated at the rates prevailing in the relevant
jurisdictions.

On 16 March 2007, the People's Republic of China
promulgated the Law of the People’'s Republic of China on
Enterprise Income Tax (the “New Law”) by Order No. 63 of the
President of the People’s Republic of China. On 6 December
2007, the State Council issued Implementation Regulation of
the New Law. The New Law and Implementation Regulation
changed the tax rate of the PRC subsidiaries to 25% from
1 January 2008 onwards.

FREHA ®)

REBZE-_ZEN\FE+-_A=+—RHIEE &
BUAEBBE T N\FRAKHIESR - B
EFEBREHRI175% FHAE1656%  HZEZEN
EETNFRUFERER - BEFBRTY
BARFE 2 At ERFEFIA16. 6% E(=ZF
BAE 17.5%):1E -

B AT BERRE5%(ZEEF : 27%)
BMPBRERBER - B el iR 2 HRIBR
ERRAER ZIBITHREAE -

R-BEZLF=RA+B pEARAMEIA
hEARANMBEEFESFSHEBMPEARK
MBEEMETOA(HBIE]D) - RZFTLHF
TZAXRA - BHRBGHTOZERIED - R
BHBEARBERIGS > B—FFT/\F—-H—H
- PEERRZRERFRR25% o
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8. INCOME TAX EXPENSES (continued)

The tax charge for the year can be reconciled to the loss per

8. FIEHifA< (@)
RAEERN - HABERABES HRERY

the consolidated income statement as follows: BRUDK :
2008 2007
—EENF —EELF
HK$’000 % HK$'000 %
FET FH&TT
Loss before taxation: BREERIETE
Continuing operation FELEZTS (76,978) (43,791)
Discontinued operations BRI TS (86,321) (19,035)
(163,299) (62,826)
Tax at domestic income tax BB A TSR R 5% H
rate of 25% (2007: 27%) ZHIB(ZETLF : 27%) (40,825) 25.0 (16,963) 27.0
Tax effect of expenses not AR B2 s E
deductible for tax purposes 4,422 (2.7) 9,902 (15.8)
Tax effect of income not BAGHBA Z RIS E
taxable for tax purposes (1,638) 1.0 (329) 0.5
Tax effect of tax losses RIERTIB RS2
not recognised 16,413 (10.1) 10,708 (17.0)
Tax effect of income tax at REBREAEMEH
concessionary rate Mg - - 62) 0.1
Utilisation of tax losses A 2Rl M ARER 2B
previously not recognised (576) 0.3 (824) 1.8
Effect of different tax rates REMBEEERLE 2
of group entities operating EBT RN TR =X
in other jurisdictions e 5,994 (3.7) (40) -
Under/(over) provision in BAEFERETIR/
respect of prior years (EBEEHE) 1,132 (0.7) (1,294) 2.1
Decrease in operating deferred B ERER R T AEE
tax liability resulting a RERER A B BRI
decrease in PRC Enterprise
Income Tax rate - - (59) 0.1
Others Hih 21,507 (13.0) 885 (1.4)
Tax charge for the year FEBIEL Y 6,429 (3.9) 1,924 (3.1)

As the majority of the operations of the Group are carried
out in the PRC, the PRC Enterprise Income Tax rate is
used.

BEEMEHREK -
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DISCONTINUED OPERATIONS

Disposal of the printed circuit boards
business

On 12 September 2008, the Group has entered into a
conditional sale and purchase agreement with KFE Hong
Kong Co., Limited (“KFE Hong Kong”), as the purchaser
and KFE Japan Co. Ltd. (‘KFE Japan”), as the issuer of the
subscription shares, under which the Group has agreed to
sell and KFE Hong Kong has agreed to purchase (i) the entire
issued share capital of Jet Master Limited (“Jet Master”) and
the entire registered capital of Dongguan Tai Shan Electronics
Co., Ltd., (“Tai Shan”) which was wholly owned by Jet Master
and (i) the factory land, production setup, properties with
relevant licenses and the lease, machinery and sewage
faclilities.

Subsequently on 26 September 2008, the Group has entered
into a supplementary agreement with KFE Hong Kong and
KFE Japan, under which the Group has agreed to sell and
KFE Hong Kong has agreed to purchase the entire inventory
of Tai Shan as at 30 September 2008 at market value. For
further details please refer to the circular dated 17 October
2008. The disposal was completed on 30 September 2008.
Details of the assets and liabilities disposed of are disclosed
in note 36.

Plan to dispose of the electronic
products business

On 2 May 2008, the Group has entered into a conditional
sale and purchase agreement with Extract Group Limited
(“Extract Group”), under which the Group has agreed to
sell and Extract Group has agreed to purchase the entire
interest in and the shareholder’s loans due from Habermann
Limited, Joyham Jade Limited, Sabic Electronic Limited and
Xinyu Electronics Limited. For further details, please refer to
the circular dated 30 September 2008. The disposal was
completed on 26 February 2009. Please refer to note 10
for details.

0.

RIEEER
HEENRERERER

R-ZZN\FNA+-H » NEBEKFE Hong
Kong Co., Limited ([KFE Hong Kongl) ({E A&
) RKFE Japan Co. Ltd. ([KFE Japanl) (fE4&
RIBIRO BT A)FIL B IR EE W% o Bt
AEEE R E HE MKFE Hong KongE Rl S8
B (i)Jet Master Limited ([Jet Master]) 2 &2
BIIRARREFILETERARA(ZEL ]
FJet Master2 B A ) 2 2 7B E AR K(i)L
WA - EERNE - MECERABBETATE LA
&) - HERE RBEKEE

REZZZENFNAZ B 2% - NEBEKFE
Hong Kong&KFE Japans] 37 — I8 # 7¢ &
Bt AEBEE R E%Z M EH S mKFE Hong
KongE R EEMEEERILR=_ZEZ/\FNA
= tHZEHEE - EEEZFHIE  #2HA
HAE—TENF+At+tAZEK - FEALE
ER-ZEENFNA=+THZK EBEAHE
BERABEZFHIBERMTI6HE -

HEEFEmFLE 258

R-ZEZN\FHA B » KN&EB EExtract Group
Limited ([Extract Group) 5] 2 — BB E &4 &
EWE Bk AEEE R E & MExtract
Group® [ & & EHabermann Limited * Joyham
Jade Limited * Sabic Electronic Limited & #7113 E
FERAGRZEHESRENKRRER - 5
BEZFE B2HAHMAEZZSENFENA=T
BZ@K - HESBER-_ZETAF_A -+
NETEK - BEFEEELMNEE10 -

EARRA

FREXS
ZEENFER
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9. DISCONTINUED OPERATIONS

(continued)

Plan to dispose of the electronic
products business (continued)

The combined results and cash flows of the discontinued
operations (i.e. the printed circuit boards and electronic
products businesses) included in the consolidated income
statement and the consolidated cash flow statement are

set out below.

73

7

IE&

FA
i3

U2 PO
%iﬂkgc‘:\/

HEETEREK2FTE8(#)

MEBRRMEARENERMIARIEEER
BNEREBRRMETFERER) cBHER

NS REHIMAT ¢

2008 2007
—EENE —ETLF
HK$’000 HK$'000
FET THTT
Loss for the year form RERIEEEER 2
discontinued operations REEZEIR
Revenue Wzs 574,402 637,549
Expenses 53 (629,117) (656,584)
Loss before taxation BB Bl RS 18 (54,715) (19,035)
Income tax expenses FrS RS2 (6,395) (1,572)
(61,110) (20,607)
Loss on disposal of operations HEZEER
(note 36) 2 518 (Pt 5£36) (31,606) =
Loss for the year from RERIEREEE 2
discontinued operations KEEEIE (92,716) (20,607)
Cash flows from RERIEEEEE 2
discontinued operations HEeERE
Net cash outflows from REAKEELZ
operating activities bbb (25,586) (590)
Net cash outflows from REAREEBZ
investing activities IR &M FE (61) (17,817)
Net cash (outflows)/inflows REMEERZ
from financing activities BEOrd),/ mAFHE (8,777) 9,086
Net cash outflows & F R (29,424) (9,321)
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10.

DISCONTINUED OPERATIONS 9.

(continued)

Plan to dispose of the electronic
products business (continued)

The electronic products business has been classified and
accounted for at 31 December 2008 as a disposal group

held for sale (note 10).

NON-CURRENT ASSETS HELD FOR

RIS @)

HEETEREK2FTE8(#)

R-ZZEENE+-_A=+—H SFEREL
BN BERARIIERIELE 2 HEHARI( K
10) °

10. FEHEZHFRBEE

SALE
2008
—EENE
HK$’000
FET
Assets related to the electronic DEABEHEZETER
products business classified XEEE
as held for sale 382,490
Liabilities of electronic products OB EHEEE
business associated with assets HEAZETFTEREKER
classified as held for sale (190,971)
Net assets of electronic products ~ DiEAKFELEZ
business classified as held BfEMEBEEFE
for sale (Note) (P &E) 191,519
Reserve of electronic products DEAFIEREZETERER
business classified i
as held for sale 101,967

Note: As described in note 9, the Group has entered into an
agreement to dispose of its electronic-products business and

the disposal was completed on 26 February 2009. The major

classes of assets and liabilities comprising the operations

classified as held for sale at the balance sheet date are as

follows:

M : SEAM ROt - AEBE T — iz
HEESFERER - ﬂﬁﬁﬁﬂjﬁaﬁ/\ =
Tﬂ$ H +AEE& ##g ’J%
EBPBERBIEHEC T EEERA BRI
W
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Notes to the Consolidated Financial Statements
A ISR EE :

For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

10. NON-CURRENT ASSETS HELD FOR 10. HEHEZIRBEE »)

SALE
Note: (continued) EE - ()
2008
—BENF
HK$’000
FET
Investment properties TEYE 77,402
Property, plant and equipment Y% - BB Rk 141,804
Prepaid lease payments S 14,366
Inventories T8 83,954
Trade and other receivables B 5 Rk E b e GRIE 49,094
Prepayments, deposits and other FERRIE -« e
receivables T E A e W R TE 1,002
Bank balances and cash RITEGFERBES 14,868
Assets of electronic products PERFELEZ
business classified as held for sale EFEMFEREE 382,490
Trade and bills payables B 5 BN HIE RN R (63,708)
Other payables and accruals HEMEMRIEREEA (28,234)
Tax liabilities BIEE & (21,980)
Derivative financial instruments TESMITA (715)
Obligations under finance leases MERERE (2,770)
Amount due to a director (Note i) B — R E B FE (M) (1,500)
Bank loans (Note ii) SRITE RN (P (54,712)
Deferred tax liabilities RIEFIAE A& (17,352)
Liabilities of electronic products HOMEARHELE B EIERM
business associated with assets ZETEMREKARE
classified as held for sale (190,971)
Net assets of electronic products PERFBIEHEZ
business classified as held for sale BTEMFESEEFE 191,519
Capital reserve e N 9,513
Special reserve RIS 15,930
Asset revaluation reserve BESMHE 40,534
Exchange reserve [E 5 35,990
Reserves of electronic products business S EAFIELE 2 EF
classified as held for sale EmFET 101,967
Note: (i) The amount due was unsecured, interest free and MEEE = () R ZRIBEAEER - 28 WAHAREXR
repayable on demand. The directors consider B8 - EERA  ZERAEHRAAYE
that the carrying amount approximates to its fair e -
value.
Note: (i)  The Group’s bank loans carry floating interests Mt () AEEZEITERDNIESREBEITR
at 1% to 2% above Hong Kong Inter Bank Offer ERBABE2BZIZEF R B - BIR
Rate (‘HIBOR). Their effective interest rates are FRNENTEHF231%E5.26%(—TF
ranging from 2.31% to 5.26% (2007: 4.35% to +F : 4.35%FET7.07%) °

7.07%) per annum.

m Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements &
A SRR MTEE

For the year ended 31 December 2008 #Z-FZE\F+-A=+—HItFE 3
&=
11. LOSS BEFORE TAXATION 1. BRB RIS IE
Continuing Discontinued
operation operations Consolidated
BEREEK RIEREER e

2008 2007 2008 2007 2008 2007
“EEN\E —TTLF ZBEN\E —TTLF ZBENF —TTLHE
HK$'000  HKS000 HK$'000 HK$000 HK$'000  HKSO00
TER AT TERr TEr TER TET

Loss before taxation has been BRERAIEREL
arived at after charging: MET5EE -
Auditors’ remuneration BER S 309 994 511 427 820 1,421
Depreciation: wE:
- Owned assets -BREE 8,339 7970 28,067 24769 36406 32,739
— Assets held under -RERENERE
finance leases £ 647 643 570 1,857 1,217 2,505
Amortisation of prepaid BEe#H

lease payments 97 88 392 373 489 461
Impairment loss recognised in B S EURIERR

respect of trade receivables HEEE 594 2,520 6,267 2,010 6,861 4,530
Impairment loss recognised in HEMESER

respect of club debenture ) 5 580 = - = 580 =
Loss on disposal of HEMRNERE

avallable-for-sale investment T8 258 - - - 258 -
Cost of inventories BRRRX FE

recognised as expense A 99,520 93,971 528,001 570,410 627,521 664,381
Write down/(reversal) of obsolete  FRE RBHTEE

and slow moving inventories R,/ (&) 1,065 (371)  (2,499) 3,664 (1,434) 3,183
Directors' remuneration EEMe(HE12)

(note 12) 530 600 4,823 5,273 5,353 5,873
Other staff costs HiEEKAR 33,998 381,932 180,019 120784 164,017 152,716
Retirement benefits scheme RINEF B

contribution 671 559 2,724 3,265 3,395 3,824
Staff costs EERA 35199 33091 137,566 129,322 172,765 162,413
Operating lease rentals MLHENS 81 146 418 1,283 499 1,429
Loss on disposal of property, HEME - HE REE

plant and equipment BE 92 - 364 - 456 -
Loss on falr value change fTESBMTA

of derivative financial NHEEEEE

instruments comprised of: e

— Realised (gain)/loss —BERNE (38) (1,684) 5,202 (7,792) 5,164 (9,476)

~ Unrealised loss - AERBR - 939 715 14,220 715 15159

(38) (745) 5917 6428 5819 5683
and after crediting: WEETATAEE
Gross rental income from BEMERS WA RSH
investment properties - = 185 7,457 185 7,457
Less: Direct operating A EREEESKA
expenses from LEMECER
investment properties ZERY
that generate rental
income during the year - - (36) (520) (36) (520)
- - 149 6,937 149 6,937
Foreign exchange gain, net SRS - 5 - - 7,667 577 7,667 577

ZREXEEERAA
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Notes to the Consolidated Financial Statements
A ISR EE

For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

LAY

12. DIRECTORS’ REMUNERATION AND 12. EEHM kB HES
HIGHEST PAID EMPLOYEES

(a) Directors’ remuneration (a) EE=HM
Other emoluments
Hini <
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
ek RIKEF
ik H At @A HE [EEA &5t
HK$’000 HK$’000 HK$’000 HK$°000
FEx FEx TER FEx
2008 —EENE
Executive directors: WITES
Mr. Tong Shek Lun BB - 1,934 82 2,016
Ms. Ko Lai King, Kinny SEELLT - 1,217 46 1,263
Ms. Chung Wai Yu, Regina ERmr L - 1,470 74 1,544
Mr. Chim Kim Lun, Ricky ERlEEE - - - -
Mr. Cheung Kwok Hing, Andy ER B (R A A - - - -
- 4,621 202 4,823
Non-executive directors: HRITES
Mr. Lee Kwok Leung FEREAE 120 - - 120
Mr. Yang Yiu Chong, Ronald Jeffrey RN A 120 - - 120
240 - - 240
Independent non-executive directors; BV JEHITES
Mr. Sun Yaoquan HREEE 120 - - 120
Mr. Goh Gen Cheung BIRELE 120 - - 120
Mr. Chan Ho Man PRSI 50 - - 50
Mr. Wan Hon Keung %R ST A - - - -
290 - - 290
Total emoluments e ok 530 4,621 202 5,353

Karce International Holdings Company Limited
Annual Report 2008
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e SRR M AE

For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

12. DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES (continued)

(@) Directors’ remuneration (continued)

12. EEFMM R RS HEER @)

(a) EEHM =)

Other emoluments

Hth B2
Retirement
Salaries benefits
and other scheme
Fee benefits  contributions Total
ek BRIRAEF
we H iz F FTEIfR A&
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHET FHET FHET
2007 —TTLF
Executive directors: WITES
Mr. Tong Shek Lun BB - 2,117 88 2,205
Ms. Ko Lai King, Kinny SEELL = 1,330 49 1,379
Ms. Chung Wai Yu, Regina EZmr L = 1,609 80 1,689
Mr. Chim Kim Lun, Ricky ERlstE - - = =
Mr. Cheung Kwok Hing, Andy BB L 5 A - - - -
- 5,056 217 5,273
Non-executive directors: FHITES
Mr. Lee Kwok Leung TRIREE 120 - - 120
Mr. Yang Yiu Chong, Ronald Jeffrey RN E 120 = - 120
240 - - 240
Independent non-executive directors: WM FFHTEE
Mr. Sun Yaoquan BRREEE 120 - - 120
Mr. Goh Gen Cheung BIRFELE 120 = - 120
Mr. Chan Ho Man BRE LA 120 = = 120
360 - - 360
Total emoluments e ok 600 5,066 217 5,873

ZREXEEERAA
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

12. DIRECTORS’ REMUNERATION AND
HlGHEST PAID EMPLOYEES (continued)

(@) Directors’ remuneration (continued)

No emoluments have been paid by the Group to the
directors as an inducement to join or upon joining the
Group or as compensation for loss of office and no
directors have waived any emoluments in both years.

(b) Five highest paid employees:

The five highest paid employees of the Group include
three (2007 three) executive directors of the Company,
details of whose emoluments are included above.
The remuneration of the remaining two (2007: two)
individuals was as follows:

it

12. EESME RS EHEE @)

il

(a) EEHM =)

REZMEFE  AEEHREETEZHE
ERREMASRIMARE B 2 2E 3K
BER(E - ABIBE R REECEFMH -

(b) AU ZEFHES :

AEEZAURSHREERE=U(=F
TAF D) ARARITES  REZ
MEFBHR LX - HBEMU( =TT L
FM)ALZEHBOT

2008 2007

—EENE —EELF

HK$’000 HK$'000

FBxT FH&TT

Salaries and other benefits e REHMET 1,244 2,002
Retirement benefits RN FFHEI TR

scheme contributions 62 89

1,306 2,091

The emoluments of the two (2007: two) highest paid
employees were within the following bands:

ML ZZBTHF : W) &= HES 2B
ENFTIIEE :

Number of employees

BEAR
2008 2007
—EENF —TTAF
Nil to HK$1,000,000 =% 1,000,000/ 7T 2 1
HK$1,000,001 to HK$1,500,000 1,000,001 #ITZE 1,500,000 7T - 1
2 2

Karce International Holdings Company Limited
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For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

13. DIVIDEND 13. RE
Dividends recognised as distributions during the year: FRERABD IR ZIRE
2008 2007
—EENE ZETLF
HK$’000 HK$'000
FaET FHET
Final, paid: Nil BIRNZ RERE - &
(2007: payment for 2006 final (ZZ2ZLF K ZZTARF
dividends of HK1 cent per share)  REARR 2 FR17E1L) - 5,444
No dividend was proposed by directors for the year ended ESVEESNEE ST N\F+RA=1—
31 December 2008 (2007: Nil). BIEFERMBRE(ZZEELF : T) o
14. LOSS PER SHARE 14. BREE
From continuing and discontinued REFELCEEBRR LI REER
operations
The calculation of the basic and diluted loss per share ARREEBREREABGEERERNLEE
attributable to the ordinary equity holders of the Company EE TR T OBUERTE ¢
is based on the following data:
2008 2007
—EENE ZETLF
HK$’000 HK$'000
FaxT FAET
Loss BB
Loss for the year attributable METEEREREIBZ
to the equity holders of RARRERE
the Company for the purpose ANEERFEEEE
of basic loss per share 169,728 64,750
’000 ‘000
TR T
Number of ordinary shares ZEREE
Weighted average number of METEGREREE
ordinary shares for the purpose 2 TR INRE &
of basic loss per share 637,602 544,356
There was no diluting event existed during the years ended RBEZE_ZEENGFR_EZELFE+_A=1+—
31 December 2008 and 2007. HIESFE WA EFEEA#EEEMN -

ZREEXESEEBRAT 101
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

14. LOSS PER SHARE (ontinued) 14. H’i}ﬁﬂé(%\

102

From continuing operation

The calculation of the basic and diluted loss per share from
continuing operation attributable to the ordinary equity holders
of the Company is based on the following data:

REFAEACERER

ARREBRBERBEARGHELEXER
BRERNEEERTVIZTISETHE

Loss figures are calculated as follows: EIEEEAENT ¢
2008 2007
—EENF —ETLF
HK$’000 HK$'000
FaxT FAT
Loss for the year attributable RAERERE
to equity holders ANEEREEEIE
of the Company 169,728 64,750
Less: Loss for the year B RERIEREFET
from discontinued operations ZARFEEE (92,716) (20,607)
Loss for the purpose AT BB ST
of basic loss per share 2 BREREEZ
from continuing operation 518 77,012 44,143

The denominators used are the same as those detailed above
for both basic and dilutive loss per share.

There was no diluting event existed during the years ended
31 December 2008 and 2007.

From discontinued operations

Basic loss per share for the discontinued operations is
HK14.54 cents per share (2007; HK3.79 cents per share)
based on the loss for the year from discontinued operations
of approximately HK$92,716,000 (2007: HK$20,607,000)
and the denominators used are the same as those detailed
above for both basic and diluted loss per share.

There was no diluting event existed during the years ended
31 December 2008 and 2007 .

Karce International Holdings Company Limited
Annual Report 2008
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For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

15. INVESTMENT PROPERTIES 15. REY=
HK$'000
FHET
Fair value ATE
At 1 January 2007 RZET+F—H—H 63,542
Exchange adjustments b H A 4,785
Increase in fair value NEEEZM 3,252
At 31 December 2007 and RZZETtFE+_HA=+—H
at 1 January 2008 ER=ZZEZEN\F—H—H 71,579
Exchange adjustments bE H AR 5,695
Increase in fair value NF{EIE 128
Classified as part of a DR AREL SRR
disposal group held 2 — 80 (FsE10)
for sale (note 10) (77,402)

At 31 December 2008

R-ZBENF+-A=+—H

The investment properties are situated on land under medium-
term leases in the PRC and are rented out under operating
leases.

The fair value of the Group’s investment properties at the
balance sheet dates has been arrived at on the basis of
a valuation carried out on that date by Savills Valuation
and Professional Services Limited, independent qualified
professional valuers not connected with the Group. Savills
Valuation and Professional Services Limited are members of
the Hong Kong Institute of Surveyors, and have appropriate
qualifications and recent experiences in the valuation of similar
properties in the relevant locations. The valuation, which
conforms to Valuation Standards on Properties of the Hong
Kong Institute of Surveyors, was arrived at by reference to recent
market evidence of transaction prices for similar properties.

BREMEDNFRZTHEESS  YREL
SHEM -

AEEREMERBE A Z R FEIVIRERE
B ERRE B A B RERMGEMSE —KF
BEMAEREXEREARARNE AETH
BEZEEER - F-ATFHATHERETXRE
MERARNDBAENENSZEEE  HHE
SERE MO RAEEHBUNEEE K
B RRAGEEBEENEMBEYEMLE
EH WRERLUDEXZHER TS EERE

— ®

ZREEXESEEBRAT
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - BMERRE

Furniture,
Plant, fixture
Leasehold  machinery  and office Motor Construction
Buildings improvements  and moulds  equipment vehicles in progress Total
B BE & #ER
BF  NEEE  HBERER  BOERE RE  REIE At
HKF000  HKPO0OO  HKPOOO  HK§000  HK$000  HKO0D  HKEO0O
T THAL T THL T THL THL
Cost or valuation BAESEE
At 1 January 2007 RZZT+5-A—H 112,519 2341 243,144 23,356 9,413 16,382 407,155
Exchange adjustments BRI ES 8,678 8 18,379 1,261 3% 679 29,360
Additions AE 61 40 28,714 381 710 1,980 31,886
Transfers 3 18,706 - - - - (18,706) -
Disposalwritten off e /W - - (3,147) (805) (229) - 4,181)
Revaluation B (1,671) - - - - - (1,671)
At 31 December 2007 and RZZE+E+-A=1—H
at 1 January 2008 ER=EEN\F-A—-H 138,193 2,459 287,090 24,183 10,289 385 462,549
Exchange adjustments RS 10,708 91 22,464 1,438 480 27 35,208
Additions AE = 5,656 12,090 310 2,353 331 20,740
Reclassffied as held for sale ENABARBELE (92,769) (1,802 (169,304) (6,129)  (10,292) - (279,790)
Disposal of subsidiaries HERBARA (30,192) - (92,312) (5,520) (799) (693)  (129,516)
Disposal/written off HE /M - (14) (9,804) 64) (915) - (10,797)
Revaluation L (2,237) - = - = = 2,287)
At 31 December 2008 RZZE\F+=A=1-H 23,709 6,890 50,224 14,218 1,116 = 96,157
Comprising (253
At cost FXAfE - 6,890 50,224 14,218 1,116 - 72,448
At valuation - 2008 BT \FHE 23,709 - - - - - 23,709
23,709 6,890 50,224 14,218 1,116 - 96,157
Depreciation ik 3
At 1 January 2007 W=FZtF-f—-H = 1,610 144,859 16,665 6,826 = 169,960
Exchange adjusiments AR - 33 11,193 908 310 = 12,444
Provided for the year REEHE 3,220 252 27,258 3,207 1217 = 35,244
Fliminated on disposal/ written off e /WS - - (2,974) (771) (229) - (3,974)
Eliminated on revaluation EfEH (3,220) - - - - - (3,220)
At 31 Decernber 2007 and RZZR+E+ZA=1-H
at 1 January 2008 ER=Z2ENE-R—-H = 1,895 180,336 20,099 8,124 - 210,464
Exchange adjustments B 5 AR - 49 14,356 1,161 376 = 15,942
Provided for the year AEEHE 3,701 275 29,778 2,363 1,506 - 37,623
Reclassffied as held for sale BN EARENLE - (1,272)  (123,204) (5,668 (7,842) - (137,986)
Disposal of subsidlaries HENBAR (679) - (B (5,222) (779) - (1615
Eliminated on disposal/written off e /M - (12) (8,135) 60) (702) = (8.909)
Eliminated on revaluation iR (3,028) - = - = - (3,028)
At 31 December 2008 RZZZNF+ZA=1-A - 935 28,190 12,673 683 - 42,481
Carrying value REE
At 31 December 2008 R-BENF+=A=1-H 23,709 5,955 22,034 1,545 433 - 53,676
At 31 December 2007 RZZEtF+=A=1—H 138,193 564 106,754 4,084 2,165 385 252,095
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A SRR MTEE

For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

16. PROPERTY, PLANT AND 16. 1% - BERRZRE @)

EQ U IPMENT (continued)

The above items of property, plant and equipment, other than
construction in progress, are depreciated on a straight-line
method, after taking into account of their residual values, at
the following rates per annum:

Eitmx  BEERXREEEB (EZIRERRINE
FEREBER  8FRATLERUBERENE:

Buildings Over 50 years, or shorter BF #1504F =X 78 Bf
of the lease terms, A Sk
where appropriate (RBEABRME)
Leasehold improvements 25% HEMZEEE 25%
Plant, machinery and moulds ~ 12.5% — 25% BB - HSREA 12.5% — 25%
Furniture, fixtures and office 25% B HER 25%
equipment WRERME
Motor vehicles 25% B 25%

The fair value of the Group’s buildings at the balance sheet
dates has been arrived at on the basis of a valuation carried
out on that date by Savills Valuation and Professional Services
Limited, independent qualified professional valuers not
connected with the Group. Savills Valuation and Professional
Services Limited are members of the Hong Kong Institute
of Surveyors, and have appropriate qualifications and
recent experiences in the valuation of similar properties in
the relevant locations. The valuation, which conforms to
Valuation Standards on Properties of the Hong Kong Institute
of Surveyors, was arrived at using a depreciated replacement
cost basis. The resulting revaluation increase of approximately
HK$307,000 (2007: HK$1,218,000) and HK$484,000 (2007:
HK$331,000) has been credited to asset revaluation reserve
and consolidated income statement, respectively.

If the buildings had not been revalued, they would have been
included at historical cost less accumulated depreciation of
approximately HK$10,644,000 (2007: HK$92,605,000).

As at 31 December 2008, the carrying values of property,
plant and equipment included an amount of approximately
HK$5,998,000 (2007: HK$11,825,000) in respect of assets
held under finance leases.

NEBEFAEER 2 AFE IR EANERT
EEEZBUAEREXEMEME - KN FE%
HEEREXERARARNE BHETHEZ
AEREH - F—ATBEHHEREEBEME
RARIDEBSAEMEEEE  HREREER
NP m AR R SR U B E 5 - =
RIEEEREBNSMBeYEGEEL - F
RTEEERAELEETT - AMLEE 2 B(H1E
hN%9307,0008 (= EE+4F 1,218,000/ 7T )
$484,0008 L (ZFZF 4 : 331,00087L)E
DRFFABEEMFEREEBERERP

WZEBFREEMY  RELRANHETITE
ZEEFE AR ZEEL A10,644,0008 T(=
TEH4F 1 92,605,000/ 7T) °

R-ZBENEFE+-_A=+—0 9% BEE
REZCEAEREREREENERECEEN
5,998,000/ 7L( — & & + £ : 11,825,000/
JC) ©
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

%

17. PREPAID LEASE PAYMENTS 17. S
2008 2007
—EENE —ZTTLF
HK$’000 HK$'000
FET FHETT
The Group’s prepaid AEFE BN
lease payments comprise AR R ERE
leasehold interest in land 2 0 K rb s A A
and land use rights
held under medium-term
leases as follows:
Leasehold land in Hong Kong REBZHEELH 4,644 4,764
Land use rights in the PRC A B2 £t {F 13,346 13,754
17,990 18,5618
Classified as part of a disposal DEAFBIELEMAR 2
group held for sale (note 10) — & (FEE10) (14,366) =
3,624 18,518
Analysis for reporting RmEENmMANAE :
pUrpOSES as!
Non-current asset FEMBEE 3,526 18,046
Current asset (note 22) mENE E (fizE22) 98 472
3,624 18,518
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For the year ended 31 December 2008 2 -ZZ/\F+-A=+—HI&E

18. AVAILABLE-FOR-SALE INVESTMENT

19.

18. At HERE

2008 2007
—EZT)N\F —EELF
HK$°000 HK$'000
FH&T FBTT
Equity securities listed N ETRERES

in overseas, at fair value BAFE 8,241 29,541

Analysis for reporting purposes as: &¥RE B BIm oA ¢
Non-current asset EMBEE 8,241 -
Current asset mENEE - 29,541
8,241 29,541

As at 31 December 2007, the amount represents the
Group’s interest in the issued share capital of Ascalade
Communications Inc. (“ACI"). ACI is operating in the
telecommunication in industry sector and its shares have
been quoted in the Toronto Stock Exchange (“TSX"). On
3 December 2008, ACI has been delisted from TSX. As a
result, the Group has made an impairment loss on the whole
amount of investment in ACI.

As at 31 December 2008, the amount represents the
Group’s interest in the issued share capital of KFE Japan in
relation to subscription shares received upon the disposal
of subsidiaries during the year (note 9). In accordance with
the terms in the sales and purchase agreement, the Group
is required to held the investment for at least two years, and
therefore the amount is classified as non-current assets. KFE
Japan is listed on Nagoya Stock Exchange of Japan, and is
principally engaged in development, trading and manufacture
of electronic products in Japan. As at 31 December 2008,
the Group held 12.04% equity interest in KFE Japan.

CLUB DEBENTURE

The directors of the Company considered to make an
impairment loss on club debenture of approximately
HK$580,000 as the market value of such club debenture
declined.

19.

R-ZTELE+-_A=+—H ZZEELAE
B Ascalade Communications Inc.([ACI]) 2 2%
TRAZHEZS - ACHEEEAE - ERHBERS
WEBHFR ([ ZMEZBERF]) LT K=
ZENFE+_A=H  ACHHENZ Mm% BN
Z Emitsfr o Bt 0 AEBEERPNACIZ 2 2%
BEERERE °

R-ZZEENE+-_A=+—8 ZZEELE
5 F A S W E A AU E 2 SRR () R
KFE JapanB BTN 2 # 2 (FI5E9) - IRIEE
Emm 2GR NEBAREAEBRRERELE
ME - At ZREDBEAIEREEE - KFE
JapanE B AR HEZBE SRS LEm » EERN
BANREEFTEMRAE BHRREEK - R
ZEENFF+ZA=+—H  A&EEIFEKFE
JapanZ 12.04%% # -

EfES

ERGMEHFZMETNRE  ARREFEER
B FEZE BB BT 49580,000/8 7T °

ZREEXESEEBRAT
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

20. INVENTORIES 20. #E

2008 2007
—EENF —EELF
HK$’000 HK$'000
FET FHET
Raw materials JR#1 2,705 72,704
Work in progress PR o) 2,532 16,500
Finished goods SURN TR 3,769 58,265
9,006 147,469

Less: Write down of obsolete and & : FREE & % 517 & HiUR
slow moving inventories (1,932) (18,439)
7,074 129,030

The cost of inventories recognised as expense and included
in cost of sales amounted to approximately HK$631,357,000
(2007: HK$664,381,000).

Movement in the write down of obsolete and slow moving
inventories is summarised as follows:

BRAEAS TS AHERAZGFEEXRALN A
631,357,000/ L (ZEZE4F : 664,381,000/8

It ©

RERBHEFENR 2 ZESANT

2008 2007
—EENF —EELF
HK$’000 HK$'000
FET FHET
Balance at beginning of the year FHEER 18,439 14,116
Exchange adjustments b H A 1,524 1,140
Write down of obsolete and PR & Io % SH 17 B HURL
slow moving inventories 1,065 3,821
Reversal of obsolete and EHURBRE KBTS 2 B D
slow moving inventories
written down (2,499) (638)
Classified as part of SR ARELEHER
a disposal group held < —=Btn
for sale (16,597) -
Balance at end of the year FIR AR 1,932 18,439
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20. INVENTORIES (continued)

21.

The reversal of obsolete and slow moving inventories written
down arose from sales of obsolete inventories recognised
during the year.

The directors of the Company have assessed the net
realisable values and conditions of the Company’s inventories
as at 31 December 2008. The directors of the Company
have considered written down of obsolete and slow
moving inventories of approximately HK$1,065,000 (2007:
HK$3,821,000) and a reversal of obsolete and slow moving
inventories written down of approximately HK$2,499,000
(2007: HK$638,000) be made in respect of the net realisable
value of the inventories.

20.

FE®

EMBRERBHFREZELB AN FASHE
RZREFEHEES -

AABEZETEARBFEER ZNF+
__Fﬁ::ﬁ- Eﬂ:z_TgaiaﬁﬁﬁQZiﬂkoﬁ jEme%£§
TFE 2 A2 IR R A (E PR E RS i F S MR
#1,065,000/8 7t (ZZEZF 4 : 3,821,000/ 7T)
K B R PR & KO SE 17 & 2 B B 492,499,000/
TL(—ZTZ+4F : 638,000/87T) °

—7

TRADE AND BILLS RECEIVABLES 21. EZRURERERRE
2008 2007
—EEN\E —EELF
HK$’000 HK$'000
FE&xT T
Trade receivables E 5 EIGIE 31,036 103,349
Less: Provision for impairment B e SEUGRIERER Z
loss recognised in respect REBERE
of trade receivables (1,915) (6,544)
29,121 96,805
Bills receivables EWE&F 661 2,293
29,782 99,098

ﬁﬁf‘é*%%lﬁlﬂﬁj
ENEER

@
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

21. TRADE AND BILLS RECEIVABLES

(continued)

The Group 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:

21. BRI RERERERE #)

AEBGETHESEPFIH0RZEEH - M
Bl E 5 BUGRIRER < BEEREEHR 2B
S RUGIA R BB RIEZ RE DTN

2008 2007

—EZTN\E —ETLF

HK$’000 HK$'000

FER FETT

Not yet due KREIHR 17,630 69,780
Overdue within 30 days BHN B A30H 6,151 13,289
Overdue for 31-60 days BHA31 ZE60H 3,022 5,158
Overdue for 61-90 days BHIG1E90H 2,877 7,692
Overdue for more than 90 days i@ R AO0 A 102 3,179
29,782 99,098

The Group closely monitors the granting of credit and
periodically reviews the recoverability of each trade debt.
Majority of the trade receivables that are neither past due
nor impaired have no default payment history.

Included in the Group's trade and bills receivables balances are
debtors with an aggregate carrying amount of approximately
HK$12,152,000 (2007: HK$29,318,000) which are past
due at the balance sheet date for which the Group has not
provided for impairment loss. The Group does not hold any
collateral over these balances.

Karce International Holdings Company Limited
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AEEEZYERACEEREIENENSESE
W EILE R - K& E 5 REHIRG R BEK
RRME - AR BHRFIARCE °

AEEBZESRRFEREREREHBTE
B8R [ 48 {8 & £912,152,000/8 o ( Z B E 4 -
29,318,000/ 7T ) 2 FEWFIA - R EHRIBERE
EHmE  WAEELESL L ELRERIE -
AEBWERZEEHREETRNERSR -
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21. TRADE AND BILLS RECEIVABLES 21. EZ BRI REREWRE @
(continued)
Movement in the provision for impairment loss recognised in ME ZEWFIERR 2 RERERE 2 2B
respect of trade receivables is summarised as follows: MR
2008 2007
—EENEF T LF
HK$’000 HK$'000
FET FETT
Balance at beginning FHEEH
of the year 6,544 5,069
Exchange adjustments bE H TR 15 =
Impairment loss FRERZ
recognised during the year REEE 6,861 4,530
Reversal of impairment loss VERIENSEi=EE{E] (523) =
Amounts written off as uncollectible N agdk [l M il 2 & %8 (589) (3,055)
Reclassified as part of disposal ENOBARBENEEE
group of asset held for sale # 5 z —=B1n (10,393) =
Balance at end of the year FIREER 1,915 6,544

In determining the recoverability of a trade receivables, the
Group considers any change in credit quality of the trade
receivables from the date credit was initially granted up to the
balance sheet date. Included in the provision for impairment
loss recognised in respect of trade receivables are individually
impaired trade receivables with an aggregate balance of
approximately HK$6,861,000 (2007: HK$4,530,000) which
have either been placed under liquidation or in severe financial
difficulties. The impairment loss recognised represents the
difference between the carrying amount of the specific
trade receivables and the present value of the expected
recoverable amount. The Group does not hold any collateral
over these balances.

HEZESHERFEZAINE MR AEETE
EERTEEZRABAEEEANE SR
HZEREEEXEE - i E B EKGKIAER
RZRBEEBEEREREBANEREZE S E
U 3k 18 & £ %96,861,000/8 To( — T ZE L £ ¢
4,630,000 L) r M AFEER SBKHIRE
AU BRE - EERZBEBBEEEEESE
WREz REERBEA KB EEZEAEZ =
B o AEEWEZSERITE TR o

ZREEXESEEBRAT
—EENEER
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For the year ended 31 December 2008 H#Z-ZZ/\E+-A=+—HI&E

Y

21. TRADE AND BILLS RECEIVABLES 21. EZENARTEREWEE #)

(continued)

The Group’s trade and bills receivables that are denominated
in currencies other than the functional currencies of the
relevant group entities are set out below:

NHEREEER 2B AN 2 ERFEZ
AEEE 5 RPGIR KBRS EEIIT

Denominated in

BRUTERHE
usD RMB
EpI ARE
HK$'000 HK$'000
FAT FAT
At 31 December 2008 R=BENF+=-H=+—H 15,927 484
At 31 December 2007 RZZBZELF+_HA=1—8H 49,080 747

22. PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

22 EIFIE - HERHMERWRIE

2008 2007
—EENEF ZETLF
HK$’000 HK$'000
FET FBTT
Prepayments, deposits and FERRIE - ZERk
other receivables E b B IR 29,367 10,273
Less: Impairment loss R FEE A EUGRIE
recognised in respect R RERE
of other receivables (566) (566)
28,801 9,707
Prepaid lease payments (note 17) &ML (FtsE17) 98 472
28,899 10,179
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22. PREPAYMENTS, DEPOSITS AND

23.

OTHER RECEIVABLES (continued)

For prepayments, deposits and other receivables, there
was an amount of HK$25,000,000 paid as a deposit for
the acquisition of entire share capital of Pacific Choice
Holdings Limited and the loans outstanding to China Eagle
Development Limited and Fairtime International Limited. In
relation to the sale and purchase agreements entered by the
Group on 30 April 2008 and 24 October 2008. For further
details, please refer to note 43.

In determining the recoverability of other receivables, the
directors of the Company consider any change in credit
quality of the other receivables from the date credit was initially
granted up to the balance sheet date. The impairment loss
recognised represents the difference between the carrying
amount of the specific other receivable and the present value
of the expected recoverable amount.

22,

FEATRIE

(&)

BE R ERREIR

MIENFIE RS RHEMERKIENS - A%
EERBRBEAEER TN NFUA=THK
ZEE N\FT AT AL EE BRI
Pacific Choice Holdings Limited% 2 2 2% 17 I%
R K # /RChina Eagle Development Limited X
Fairtime International Limitedz R €318 & 5% -+
#£25,000,000/5 7T - BR#E— P 1B -
BAPRTFA3 o

i
ﬁﬁ%

HEE H M IR 2 AT IR EER - RARIES
SERERTEESARAEAEAANEME
WHRIBZEREEEXZEE) - EERRER
B EL A0 B KRR 2 R E E R IR S A e el
SRBEIER -

DERIVATIVE FINANCIAL INSTRUMENTS 23. fT£€® T A
2008 2007
—EENE ZETF
Assets Liabilities Assets  Liabilities
BE aE BE BE
HK$000 HK$'000 HK$000 HK$000
TER FHER T T
Foreign currency SN R B E 49 (BT %)
forward contracts (note i) - - 4,128 2,138
Structured forward HEERBAE X (MDD
contracts (note ii) - 715 - 3,138
USD/RMB linked hybrid En/ AREEHARS
USD swaps (note iii) Se T B (P ki) - - 1,415 17,463
- 715 5,43 22,734
Less: Reclassified as a disposal B B EARHE
group of assets held HEEEAR
for sale (note 10) (MtEE10) - (715) = —
- - 5,543 22,7134

ZREXEEERAA
=
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23. DERIVATIVE FINANCIAL 23. fTEE®MIT A
IN STR U ME NTS (continued)
Notes: B =k -
()  The Group is a party to a variety of foreign currency forward (i) ANEBEBBZMHINERA LQBKEE KR
contracts to mitigate its exchange rate exposures. Details e AEBMRAGEEHEAREMARFRZEHAEG
of the outstanding forward contracts to which the Group is BT -

committed as at the balance sheet dates are as follow:

At 31 December 2007
R-BBRLE+=A=+—AH

Aggregate notional amount Maturity Exchange rates
HmEE ZHH B
HK$95,000,000 From January 2008 to Sell HK$/Buy RMB at
95,000,000/ 7T September 2008 0.9358 to 0.9584
H_ZEENF—AZ LA0.9358%F0.9584 2 [E &=

ZEZENFNA SHEBITT, BAARE

HK$95,000,000 From January 2008 to Sell RMB/Buy HK$ at
95,000,000/ 7T September 2008 0.9223 to 0.9467
H-ZEENF—H LA0.9223%0.9467 2 [E =

—EENFNA SHEARE BABT

USD1,280,000 From April 2008 to Sell USD/Buy RMB at
1,280,0003 7T May 2008 7.419 to 7.432
H-ZEENFHAZE LA7.41987.432 7 [E R

—ZEENFHA SHHEZETL, BAARE

USD1,280,000 From April 2008 to Sell RMB/Buy USD at
1,280,0003 7T May 2008 7.307 to 7.337
H-EENFHAZE LA7.307 & 7.337 Z[EX

—ZEENFHA SHEARE BAET

USD3,500,000 From January 2008 to Buy USD/Sell HK$ at
3,500,000% 7T November 2008 7.728 t0 7.7285
H-ZEENGF—HA= LA7.728%7.7285 7 [E=R

—EENF+—A BAZEL SHHEBIT
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23. DERIVATIVE FINANCIAL 23. fTHEERM I A

| N ST R U M E N TS (continued)

Notes: (continued) s « (&)

(i) During the year ended 31 December 2007, the Group entered iy REE-ZTZTLFT_A=+—HILFE =K
into a USD/RMB  structured forward contract with notional £BE T — {3 HE58 A8,000,000F T Z2ET,”
amount at USD8,000,000 which offers the Group to receive AREZEBRBEY Bt WET/ AR

(i)

the settlement (at net currency basis) if the exchange rate of
USD/RMB falls within the stated range from 7.1825 to 7.2575
on each fixing date within the contract period of 12 months.
The contract was expired in 2008.

During the year ended 31 December 2008, the Group entered
into a USD/HK$ structured contract with notional amount
at USD3,000,000 which offers the Group to receive the
settlement (at net currency basis) if the exchange rate of
USD/HKS falls below 7.7440 on each fixing date within the
contract period of 15 months.

During the year ended 31 December 2007, the Group entered
into certain USD/RMB  linked hybrid USD swap contracts
which the Group would receive USD fixed rate interest ranging
from 3% to 7.05% per annum. Under the relevant swap
contracts, in case the exchange rate on the fixing dates fall
below the strike rate, the Group would pay USD coupon at
floating rates determined with reference to the strike rate and
spot rate on the fixed dates. These contracts were expired
in 2008. The Group did not have any outstanding USD/RMB
linked hybrid USD swap as at 31 December 2008.

Terms of major interest rate swaps as at 31 December 2007
are set out below:

(i)

BERNt+ @A 26 NHBRSHEBHEN
F7.1825%7.2575 + ANEE A (IRIFEREAE)
WEEER - ZAHR_ZZT/\FEm °

REZE=_TENF+_A=+—HLLEE &
£ B B 573 — 17 HE 58 43,000,000 T Z E 7T
SRETEBESL - Bt WET/BITE
ERTRABEAZEHNHERESHEBHER
77440« REEA(RFEREE)WEEH
,ﬁ'(o

REBE_ZTtF+_A=+—HIEFE ' K
EBERIVE TR AREHIESETE
HEH - Bt - A& @T:MAZHXS%I7 05%
ZETEEFE - RIFEERHEL  WEER
RBREBERAHEER $E§M&%%mm
E$&ﬁm52ﬁf$#mzﬁﬁﬁiiﬁ%
TEE - ZEAHNR=_ZZTN\FER - K=
ZNFE+=ZA=+—8" $%IIEEH$$
BZEL/ ANREHMEAETTIESRE

R-BELF+ A=t B ZEEHNXE=H
ZIEREINT

Notional amount Maturity HE Z|H81H

USD3,000,000 5 September 2008 3,000,000% 7T ZZEZNFNRAH
USD8,000,000 2 June 2008 8,000,000 7T —ZEENFAAZH
USD4,000,000 2 July 2008 4,000,000%7F —ETEN\F+AH
USD10,000,000 9 October 2008 10,000,0003< 7t T N\F+ANA

The derivatives were measured at fair value at each balance
sheet date. Their fair values were determined based on the
valuation provided by financial institutions at the balance
sheet date.

BERAMETARSEEARATEAE  EAQ
FEEROMERBERNEERRTEZEEME

nT"

EREXEEEARL
—Z2Z Rﬁﬁﬁ
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24. BANK BALANCES

Bank balances comprise of short-term bank deposits which
carry interest ranging from 0.5% to 3% (2007: 2% to 5%)
per annum.

The Group’s bank balances that are denominated in currencies
other than the functional currencies of the relevant group
entities are set out below:

24. BITER
BITRFOEENRGTER BENENF

0.5%ZE3%T B (=TT LF : 2%E5%) °

SAABBA S E B Th A W DASN 2 R (B
AEEBITEBRIIT -

Denominated in

BUTERHE

usD
e
HK$'000
TAET

At 31 December 2008
At 31 December 2007

R-BENE+=-A=+—H
R_BEZE+F+_-_A=+—H

339
32,5657

25. TRADE AND BILLS PAYABLES

25. EZRAREARENREE

2008 2007

—EENE —ETLF

HK$’000 HK$'000

FET FHT

Trade payables B S F0E 22,139 120,211
Bills payables e E & - 10,799
22,139 131,010

An aged analysis of trade and bills payables is as follows:

B RNFTARENRE ZREONOT

2008 2007
—EEN\E —EELF
HK$°000 HK$'000
FHET TET

Not yet due or overdue REI BB EA T AR i
within 30 days 30H 12,886 117,746
Overdue for 31-60 days BHEA31 ZE60H 3,376 6,166
Overdue for 61-90 days BHEIB1E90H 2,066 2,385
Overdue for more than 90 days BEIFR B0 H 3,811 4,713
22,139 131,010

1 16 Karce International Holdings Company Limited
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25. TRADE AND BILLS PAYABLES

(continued)

The Group’s trade and bills payables that are denominated in
currencies other than the functional currencies of the relevant
group entities are set out below:

25.

BESRNRERESERE®)

NHEREEERB 2B A2 ERFEZ
AEEEZRNRBRENZEREHINDT

Denominated in
BRUTE®HE
uUsbD

ET

HK$'000

THET

At 31 December 2008
At 31 December 2007

R=Z2BN\F+-A=+-8
R_FZLF+-_HA=1+—H

2,539
20,965

The average credit period of purchase is 60 days. The Group
has financial risk management policies in place to ensure that
all payables are paid within the credit timeframe.

26.

REB 2 FHEEHROOK - AEEE HIFI I
Rl EREK - AR RNRBEOREER
HIRER -

OTHER PAYABLES AND ACCRUALS 26. HittEERERETEH
2008 2007
—EENFE T LF
HK$’000 HK$'000
FET FHETT
Other payables and accruals H fth fE 308 R EFT & A 59,049 40,143

Reclassified as a disposal group ENHEARFELS
of assets held for sale (note 10) EEMAR (HFE10) (28,234)

30,815 40,143

27. AMOUNT DUE TO A SHAREHOLDER
The amount due was unsecured, interest free and repayable
on demand. The directors consider that the carrying amount
of amount due to a shareholder approximates to its fair
value.

27.

BN —aBRRMIE

ENHRALSEER 28 UABEREE -
EERREN—BRRFBAZEEERLQF
ERE -

ZREXEEERAA
—EENEER

LR

117




118

Notes to the Consolidated Financial Statements

NN e

For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

28. OBLIGATIONS UNDER FINANCE
LEASES

28. RIEFHES T

Present value

Minimum of minimum
lease payments lease payments
RS RERE2RE
2008 2007 2008 2007
“BEN\E —TTHE -—FTIN\FE —TTLE
HK$’000 HK$'000 HK$’000 HK$'000
TR FEL FEL T
Amounts payable under REHEEY
finance leases: FERFRIR -
Within one year —£R” 1,646 3,951 1,552 3,714
Between one to two vears R—FREMER 870 1,933 819 1,887
Between two to five years RREAERER 412 = 399 -
2,928 5,884 2,770 5,601
Less: Future finance costs w BERERA (158) (283) - -
Present value of lease obligations HEEEZHE 2,770 5,601 2,770 5,601
Reclassified as a disposal group BN BARBELE
of assets held for sale (note 10) EEAR (EE10) (2,770) =
- 5,601
Less: Amounts due within one year W AR—ER
shown under BEWFIARE
current liabilities BfEZR - (3,714)
Amounts due after one year R—FREEFE - 1,887

It is the Group’s policy to lease certain of its plant, machinery,
and motor vehicles under finance leases. The average lease
term is three years. The average effective borrowing rate was
4.81% (2007 4.81%) per annum for the year. Interest rates
are fixed at the contract date ranging from 2.55% to 7.07%
(2007: 2.55% to 7.07%) per annum. All leases are on a fixed
repayment basis.
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AEEZBRRANRERE 2 A XBEE T
B#ERAE BHFEHE=F AFEF
BHEBREERB181% (ZTZTHF : 4.81%) ©
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29.

30.

BANK LOANS

29.

The bank loans are unsecured and are repayable as follows:

RITER

RITEFREIEMABEATERAEE -

2008 2007
—EENE —ETHF
HK$’000 HK$'000
FET T
Within one year R—F W18} 50,141 46,494
Between one to two years R— ¢{§1E| Fﬁ¢ NEE 857 6,717
Between two to five years RRERERAFAERE 2,571 2,447
Over 5 years RAFREER 1,143 =
54,712 55,658
Reclassified as a disposal group BN EARELEEEHER
of assets held for sale (note 10) (FfEE10) (54,712) -
Less: Amounts due within B AR —FREZRELSIA
one year shown under MENBEZFIE
— current liabilities - (46,494)
- 9,164
SHARE CAPITAL 30. f& &
Number of shares Amount
RHEE kXl
2008 2007 2008 2007
—EBN\E —TTLHE —TE\F —TTLFE
’000 '000 HK$’000 HK$'000
TR T THT FHL
Ordinary shares of HK$0.1 each 0BT LB
Authorised: AT
At beginning and end of the year FORER 2,000,000 2,000,000 200,000 200,000
Issued and fully paid: BEETRAR
At beginning of the year F4) 544,356 544,356 54,436 54,436
Issue of shares BTk 108,000 - 10,800 -
At end of the year FR 652,356 544,356 65,236 54,436
Note: Bt EE
Pursuant to a subscription agreement entered into on 6 February 2008, BER-_ZEZENF - A B zRE Rz R ==
the Company issued 108,000,000 ordinary shares of HK$0.1 each ZENFZAZ+TH  RARAAEROSE T ZREE

at a subscription price of HK$0.3 per share to a shareholder on 20
February 2008. The net proceeds of approximately HK$31,311,000
will be used for financing its ongoing operation and future business

expansion.

] — & A% B 2% 17108,000,0000% F A E {H0. 178 7T 2 &
AL o ARAFTSRIBE AL 531,311,000 7T * 158
EXNAEEERIEERARESHE -

ﬁﬁ%%%lﬁl@’&j
ENEER

\\E‘ﬁ
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31. SHARE OPTION SCHEME 31. RERETE

120

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 to subscribe 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.

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.
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RRiERTEI([RBRERTE]) Bt E=gq
HABR2EE(BEAR B RETMAKEBA A
ZEERER)REARBAR ARG ZRER
1o RIBIETE DA RM B BHES+FAE
B HE G EEEITERERRE

TERIBREIRER 8 R AN B4 2 B b5t
SR 2B RARITERBREMAIELETZ
RDEE @ TSRBBEMRREARAREEITR
1 2380% ° IRIBRBRETERAEEHEN 2
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32. DEFERRED TAX LIABILITIES 32.

The major deferred tax liabilities recognised by the Group
and movements thereon during the current and prior years

EEBHAE

ARERRY TERTHERERERAERE
SUB TR BBEET ¢

are as follows:

Revaluation of

properties
L/ ESERR
HK$'000
FAT
At 1 January 2007 RZEZT+F—H—H 19,665
Charge to equity R AR 329
Charge to consolidated income statement FFAEREERR 813
Effect of change in tax rate TRERFRE &
— equity — AR (1,352)
— consolidated income statement —freEnk (59)
Exchange adjustments b 1,246
At 31 December 2007 and RZZBZLE+A=+—AK
at 1 January 2008 —ZEEN\F—H—H 20,642
Charge to equity ERR AR 77
Charge to consolidated income statement FFAEREEER 112
Exchange adjustments b H AR 1,637
Disposal of subsidiaries (note 36) HEHE AR (HEE36) (1,934)
Reclassified as a disposal group of BN EARELEEEHRR
asset held for sale (note 10) (Fff5E10) (17,352)
At 31 December 2008 R-ZEBN\E+=A=+—H 3,182

As at 31 December 2008, the Group has unused tax losses
of approximately HK$81,125,000 (2007: HK$68,715,000)
available for offset against future profits. No deferred tax asset
has been recognised due to the unpredictability of future profit
streams. The losses may be carried forward indefinitely.

SREEE
=

NRZBENGF+-A=+—H  NEERUE
$H B &R 2 KA IEEE L AS81,125,0007%8
(=TT L4 : 68,715,000/ 7T) © R AKEE
TEEtEHZRF MU ERRELEHEEE - §
RAEsIE T ER HR A o

EAFR 2 A
ENEER
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33. RETIREMENT BENEFITS SCHEMES 33. R{REXFI5TEI

122

The Group participates in both a defined contribution scheme
which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a Mandatory
Provident Fund Scheme (the “MPF Scheme’) established
under the Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately from
those of the Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme prior
to the establishment of the MPF Scheme were offered a
choice of staying within the ORSO Scheme or switching to
the MPF Scheme, whereas all new employees joining the
Group on or after 1 December 2000 are required to join the
MPF Scheme.

The retirement benefits scheme contributions charged to
the consolidated income statement represent contributions
payable to the schemes by the Group at rates specified in the
rules of the schemes. Where there are employees who leave
the ORSO Scheme prior to vesting fully in the contributions,
the amounts of the forfeited contributions will be used to
reduce future contributions payable by the Group.

The subsidiaries of the Company in the PRC are required
to make contributions to state-managed retirement benefits
scheme operated by the PRC government based on a
certain percentage of the monthly payroll costs of the PRC
employees.

During the year, the retirement benefits scheme contributions
are approximately HK$3,395,000 (2007: HK$3,824,000).
The Group did not have any forfeited contributions available
to offset future employers’ contributions to the ORSO
Scheme.

Karce International Holdings Company Limited
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34. CAPITAL COMMITMENTS

34. EARRIE

LR

2008 2007
LI B
HK$’000 HK$'000
FHET FAT
Capital expenditure in MUEBYIZE - BB R
respect of the acquisition BEZERAL
of property, plant
and equipment:
Authorised but not contracted for ~ EZEEREFL - 345
Contracted but not provided for B R BREE 46 6,167
46 6,512
In addition, at 31 December 2008, the Company had capital o RZZZNEFZA=+—8H ' AQF]

RWENBRARBEEARARE - BEEZF
15 BREMIERERMFE4S ©

commitment in relation to the acquisition of subsidiaries, for
details, please refer to note 43 to the financial statements.

35. OPERATING LEASES COMMITMENTS 35. K& H &&IE

REBEREBEA
REEEE - SEEEFRER T HHERZ

The Group as lessee

As at the balance sheet date, the Group had commitments

for future minimum lease payments under non-cancellable TAIBECEREMB B TEMESF 2B
operating leases in respect of office premises which fall due BREESTBERAT -
as follows:
2008 2007
—EENE —EELF
HK$°000 HK$'000
FET FAT
Within one year —FA 112 343
In the second to E_FERF
fifth year inclusive (BEEREBREENRN) - 135
112 478

Leases are negotiated for original terms ranging from one to HEERSABERSE L BH—Z=RHF -

five years at fixed monthly rentals.

ZREXEEERAA
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36. DISPOSAL OF SUBSIDIARIES

On 12 September 2008, the Group has entered into a
conditional sale and purchase agreement to sell (i) the entire
issued share capital of Jet Master and the entire registered
capital of Tai Shan which was wholly owned by Jet Master and
(ii) the factory land, production setup, properties with relevant
licenses and the lease, machinery and sewage facilities.

Subsequently on 26 September 2008, the Group has entered
into a supplementary agreement to sell the entire inventory
of Tal Shan as at 30 September 2008 at market value. The
disposal was completed on 30 September 2008.

Summary of the aggregate effects of the disposal of
subsidiaries are as follows:

LAY

36. HEME QA

R-ZEEN\FNA+-H AEEFIV—HE
EHEEE W - LS ()Jet Masterz 282 3%
TR A K2 2= 1L (FJet Master2 B A ) 2 250+t
BB AR K (i) TR - AEERE %%(ﬁﬂifﬁ
BT AR RAAAY) © HeAR R R HEKER

RZZBZENFALA=tRAZE $%IHT_L
—IRfEREWE  WETELEERLUR TN
FANA=THZE2HFE ﬁ%ﬁﬂj’%ﬁﬁé_
ZENFAA=THETEK -

HEMBLR 2 BEFZEHMMT

HK$'000

FBTT
Net assets disposed of: EEEEFRE "
Property, plant and equipment LIERE & 59,378
Prepaid lease payments FERNES 1,130
Inventories T8 10,768
Prepayments, deposits and other receivables ARSI « Ze R EMEKGIER 1,777
Bank balances and cash IRITHEBRIRS 249
Trade payables B SN FUR (29,914)
Other payables and accruals EAth fE T I8 R ERTE A (14,039)
Tax liabilities HIEAE (28)
Obligations under finance leases BEREEE (1,331)
Deferred tax liabilities FEEIEE & (1,934)

26,056
Net liabilities being retained by the Group REBREBAEFE 41,811
Release of translation reserve b 5 (R (6,052)
Loss on disposal HEEE (31,606)
Total consideration REERE 30,209
Satisfied by: RTR5IHFXERA :
Cash consideration BeRE 22,784
Subscription shares REER G 7,425

30,209
Net cash inflow arising on disposal: HEEEZRERAFE -
Cash consideration ReERE 22,784

Karce International Holdings Company Limited
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&

37. RELATED PARTY TRANSACTIONS 37. AEALRF

Save as disclosed elsewhere in the financial statements, MRZEMBERREMEEGABEREEIN - REE
during the year ended 31 December 2008, the Group had ZEENFFTA=T—HLEE Fx5H
entered into the following transactions with related parties HEE AT TR G BEERRZER
which, in the opinion of the directors, were carried out in STRAEE 2 BHE X BEREST -

the ordinary course of the Group’s business.

The remuneration of directors and other members of key RAFERN EZNHEHMFEEREXNE 2 E
management during the year was as follows: FZR T

2008 2007

—EENFE ZETLF

HK$’000 HK$'000

FET FBTT

Short-term benefits %5 HitE A 6,755 9,925

Post-employment benefits EREF 308 425

7,063 10,350

The remuneration of directors and other members of key EENEMTEETEEKREBZTMRESTSS
management is determined by the Board of Directors having RIEARBRTIZBAEE -

regard to the performance of individual and market trends.

ZREXEEERAA
=
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EXEREE

38. CAPITAL RISK MANAGEMENT 38.

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance. The Group's overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of debt, (which
includes the obligations under finance leases and bank
loans disclosed in notes 28 and 29 respectively), and equity
attributable to equity holders of the Company, comprising
issued share capital, reserves and accumulated losses.

Gearing ratio

The directors of the Group review the capital structure on a
regular basis. As part of this review, the directors consider
the cost of capital and the risks associates with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends and new share issues as well as the raising of new
debt or the redemption of existing debt. The ratio is calculated
based on total debt and shareholders’ equity.

[

AEBEEREERN  UHRARASEZ BB
BRERE RBERRMCERRRAES
ABRREHREEDR - NEE 2 EBREEES
FHEA -

REEZ EARBEBERER (BED BN 28
Ko B MAEHEEERRITEN) RARA]
BEREARGER(BREDETRAS - #E R
ZREtEE) -

BEXEER

AEEEETHRIEARE - ERZRTZ
—&fn  EFEREREARANEZREASNN
MRk - REBEREE  AKEHEEXMN
BB RBEITHI ARG EHHERRBE
B NPEERBEARE - AR IREE
BN BRERETE

The gearing ratio at the year end was as follows: FRZERBEERET
2008 2007
—EENEF T LF
HK$’000 HK$'000
FERT FAT
Total debt BIRMERE - 61,259
Shareholders’ equity PR M = 253,270 375,031
Gearing ratio BREEEX - 16.33%

Karce International Holdings Company Limited
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39. FINANCIAL INSTRUMENTS 30. ¢ ITH
(a) Categories of financial instruments (a) M ITEEH
2008 2007
—EENE —ZTTLF
HK$’000 HK$'000
FET FETT
Financial assets EEEE
Loans and receivables ER K EWGRIE
(including cash and (BREREeR
cash equivalents) ReHFHEEE) 34,487 151,711
Available-for-sale investment — AIEHERE 8,241 29,541
Derivative financial BEATERAER
instruments at fair value ZTEemT A
through profit and loss - 5,543
Financial liabilities SRAaE
Amortised cost BIHARR 68,454 186,668
Obligations under BEREEE
finance leases - 5,601
Derivative financial BAFERAEBR
instruments at fair value ZiTESmMIT A
through profit and loss - 22,734

ZREXEEERAA
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For the year ended 31 December 2008 H#Z2-ZZ/\E+-A=+—HI&E

ANC'AL |NSTRUMENTS (continued)

Financial risk management objectives
and policies

The Group’'s major financial instruments include
available-for-sale investment, trade and other
receivables, derivative financial instruments, bank
balances, trade and other payables, obligations under
finance leases and bank loans. The risks associated
with these financial instruments and the policies on how
to mitigate these risks are set out below.

Market risk

(i) Currency risk

The Group has foreign currency sales and
purchases, which expose the Group to foreign
currency risk. Approximately 53% of the Group'’s
sales are denominated and settled in United
States Dollar (‘USD’"). In addition, certain intra-
group receivables outstanding at the balance
sheet dates are denominated in currency other
than the functional currency of the relevant group
entities, such as Renminbi (‘RMB”).

The carrying amounts of the Group's foreign
currency denominated monetary assets and
monetary liabilities at the reporting date are as

39. €T R #)
(b) MEREKEREEZEREGE

AEEZTIESRTIABTEAHLEER
B -BEZRHEMBEKFEA - TEERT
B R1TEF BEHREMBEMNFOR - &
BHEREENRTER - BZFERTA
B Bz R R an o] B K% 55 L 2 BR SR K
SIS ©

45 [

(i) ERRE

AEBFETIHEESE  WAEEM
T HNE B Bz o 7N 5 B K953%3H & )
RET(NET DI RRES - 1
S RBEEEHRETAEEZEE
BMEKFEARESBEEE 2
BB EE(IMARB(ITAR
#D)FIT ©

RI|BEBH  AEREUINETIRZ
TREEMERAE IREENT:

follows:
Assets Liabilities
{3 af&
2008 2007 2008 2007
—BEN\E —TT+HF —TT\F —TTLHF
HK$000  HK$000  HK$000  HK$O00
FHRT FAL FEL THEL
UsD ET 15,524 81,637 (2,539)  (20,965)
RVB AR 7,214 747 (22,367) =
HK$ BT 37,448 19,794 (28,048) =

Karce International Holdings Company Limited
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39. FINANCIAL INSTRUMENTS (o

(b) Financial risk management objectives
and policies (continued)

Market risk (continued)

(i) Currency risk (continued)
The Group does not have a foreign currency
hedging policy. However, the Group entered into
certain foreign exchange forward contracts and
USD/RMB linked hybrid USD swaps to manage
the foreign currency exposures.

Sensitivity analysis

The Group’s currency risk is mainly attributable
to the exposure outstanding on receivables
denominated in HK$ of the subsidiaries operated
in the PRC. As Hong Kong dollars is pegged
to USD, the currency risk exposure of the USD
receivables is considered insignificant.

The Group’s sensitivity to a 5% increase in
HKS$ against RMB is that the Group's loss for
the year will be increased be approximately
HK$817,000 (2007: decreased by approximately
HK$990,000). For a 5% weakening of HK$ against
RMB, there would be an equal and opposite
impact on the Group’s (loss)/profit for the current
and prior years. 5% is the sensitivity rate used
when reporting foreign currency risk internally
to key management personnel and represents
management's assessment of the reasonably
possible change in foreign exchange rates.

In addition, the Group is exposed to fluctuations
in foreign exchange rates (mainly USD/RMB and
HK$/RMB) in relation to its derivative financial
instruments. The Group's sensitivity to a 5%
increase in the forward foreign exchange rates
of the relevant forward/swap contracts is that
the Group’s loss for the year will be decreased
by approximately HK$Nil (2007: decreased
by approximately HK$3,700,000). For a 5%
decrease in the forward foreign exchange rates of
the relevant forward/swap contracts, there would
be an equal and opposite impact on the Group’s
(loss)/profit for the current and prior years.

39. @t T

_E_/;\

=<\A2/

(b) MEEKREEBEZERBEKR®)

miﬁan

U]

SMERBR ()

N6 B 0 SNE SRR - AT
AEBEDFIYETERINERH R
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BREDT
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REBMEETH AREAES% 2
REAANEE 2 FEBEESIEM
#49817,0008 L ( ZEZE+F : /B
#3990,000 7T ) ° fifi S T H A R #&
B ES% BeEHAEERAEE
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39. FINANCIAL INSTRUMENTS (cont

(b) Financial risk management objectives
and policies (continued)

Market risk (continued)

(i)

Interest rate risk

The Group is exposed to fair value interest rate
risk in relation to obligations under finance leases
(see note 28 for details) and bank deposits
carrying fixed interest rates. Management
monitors interests rate exposure and consider
as insignificant.

The Group is also exposed to cash flow interest
rate risk in relation to variable-rate bank loans
(see note 29 for details) and short-term deposits
placed in banks.

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of HIBOR arising
from the Group’'s bank loans. Management
monitors interest rate exposure and will consider
hedging significant interest rate exposure should
the need arises.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest
rates for non-derivative instruments at the balance
sheet date. For variable-rate bank loans and bank
deposits, the analysis is prepared assuming the
amount of liability outstanding at the balance
sheet date was outstanding for the whole year.
A 50 basis point increase or decrease is used
when reporting interest rate risk internally to
key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 50 basis points
higher/lower and all other variables were held
constant, the Group’s loss for the year ended
31 December 2008 would increase/decrease by
approximately HK$8,000 (2007: loss increase/
decrease by approximately HK$12,000). This is
mainly attributable to the Group's exposure to
interest rates on its variable-rate bank loans and
bank deposits.

Karce International Holdings Company Limited
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39. FINANCIAL INSTRUMENTS (cont 39. €T H#)

(b) MEEKREEREZERBEKR®)

(b) Financial risk management objectives

and policies (continued)

Market risk (continued)

(iii) Other price risk

The Group is exposed to equity price risk through
its available-for-sale investment in KFE Japan
which is measured at fair value at each balance
sheet date. The Group’s equity price risk is mainly
concentrated on equity instruments operating in
wholesale industry sector quoted in the Nagoya
Stock Exchange. Management regularly reviews
the value of the available-for-sale investment and
will consider adequate impairment loss to be
made when necessary.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to equity
price risks at the reporting date.

If the prices of the equity instruments had been
5% higher/lower, the impairment loss on available-
for-sale investment recognised would decrease/
increase by approximately HK$412,000 (2007:
decrease/increase by HK$1,477,000) as a
result of change in fair value of available-for-sale
investment.

Credit risk

The Group takes on exposure to credit risk, which is the
risk that a counterparty will be unable to pay amounts
in full when due.

As at 31 December 2008, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation by
the counterparties is arising from the carrying amount
of the respective recognised financial assets as stated
in the consolidated balance sheet.
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39. FINANCIAL INSTRUMENTS (cont 39. €T H#)

(b) MEEKREEREZERBEKR®)

(b) Financial risk management objectives

and policies (continued)
Credit risk (contir

The Group’s principal financial assets are trade and other
receivables and bank balances. Significant changes in
the economy, or in the health of a particular industry
segment, could result in losses that are different from
those provided for in the consolidated balance sheet.
Management therefore carefully manages its exposure
to credit risk.

Management of credit risk

The Group'’s credit risk is primarily attributable to its
trade and other receivables. The Group is also exposed
to concentration of credit risk as the Group relies on a
limited number of customers.

The Group manages its credit risk by closely monitoring
the granting of credit. In addition, the Group reviews
the recoverable amount of each individual trade debt
at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts.
The Group also entered into factoring arrangement
without recourse with banks in order to minimise its
credit risk exposure. In this regard, the directors of
the Group consider that the Group's credit risk is
significantly reduced.

Concentration of risks of financial assets with
credit risk exposure

The Group’s concentration of credit risk by geographical
locations is mainly in China (2007 mainly in Hong Kong),
which accounted for approximately 78% (2007: 48%)
of the total trade receivables as at 31 December 2008.
Also, the Group has concentration of credit risk as
approximately 25% (2007: 8%) and approximately 57%
(2007: 16%) of the total trade receivables was due
from the Group’s largest customer and the five largest
customers respectively within the business segment.

Karce International Holdings Company Limited
Annual Report 2008
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39. FINANCIAL INSTRUMENTS (cont

(b) Financial risk management objectives

and policies (continued)
Credit risk (continued)

Concentration of risks of financial assets with
credit risk exposure (continued)

The credit risk on bank balances is limited because
the counterparties are banks with high credit-ratings.
Other than concentration of credit risk specified
above, the Group does not have any other significant
concentration of credit risk. The counterparties consist
of a large number of companies, spread across diverse
industries.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by management to
finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. Management monitors the
utilisation of bank loans and ensures compliance with
loan covenants.

The Group relies on bank loans as a significant
source of liquidity. As at 31 December 2008, the
Group has available non-pledged unutilised bank loan
facilities of approximately HK$34,538,000 (2007:
HK$113,669,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities and derivative financial assets and liabilities.
For non-derivative financial liabilities, the table has been
drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which
the Group can be required to pay. The table includes
both interest and principal cash flows.

For derivative instruments settle on a net basis,
undiscounted net cash (inflows)/outflows are
presented.
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39. FINANCIAL INSTRUMENTS (continued) 39. €M T A

(b) Financial risk management objectives (b) MERREEBEZERBEKR#)
and policies (continued)
Liquidity risk (continued) TEBELREREE)
Weighted
average Total  Carrying
effective  Less than 1-3 3 months Over undiscounted  amount at
interest rate 1 month months  to 1 year 1year cash flows 31 December
+=A
ill; 37| DR 3f8R fFER =t-A

BRAZ 187 123f8R BME  BBIE SRAR HREfE
%  HK000  HK®O00  HKBOOO  HKB000  HKBOOO  HKB000
% TEL TAL TEL TAL TET T

2008 ZEZN\F
Non-derivative FiESREE
financial liabilities
Trade and bills payables EoRATERENER - 16,520 5,619 - = 22,139 22,139
Other payables and accruals Hib R IBREER - 30,815 = - = 30,815 30,815
Amount due to a shareholder e —EREHE - 15,500 = - = 16,500 16,500
- 62,835 5,619 - - 68,454 68,454
2007 e
Non-derivative FTEERER
financial liabilities
Trade and bills payables BIRNFERENZE - 68,208 62,712 - - 181,010 181,010
Bank loans FITER 5.24 23,876 4,026 10532 9,846 57,280 55,658
Obligations under finance leases BERERE 481 676 673 2,602 1,933 5,884 5,601
92,849 67,411 22,134 11,779 194,173 192,269
Derivatives net settlement fIETAEERE
Foreign currency forward contracts MNERHRH - (239) (359) (1,409) = (1,005) (1,995)
Structured forward contracts EEEEHEN - - - 3,138 = 3138 3138
USD/RVB linked E/ ARERH
hybrid USD swap BAETES - - (643) 16,691 - 16,048 16,048

(233) (%) 18420 - 17,191 17,191

134 Karce International Holdings Company Limited
Annual Report 2008



Notes to the Consolidated Financial Statements

NN e

For the year ended 31 December 2008 H#Z-ZZ/\F+-A=+—HI&E

39. FlNANClAL |NSTRUMENTS (continued)

(c) Fair value

The fair value of the Group's financial assets and
financial liabilities are determined as follows:

o the fair value of financial assets and financial
liabilities with standard terms and conditions and
traded on active liquid markets are determined
with reference to quoted market bid prices;
and

o the fair value of other financial assets and
financial liabilities (excluding derivative financial
instruments) are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using the relevant
prevailing market rate.

The directors consider that the carrying amount of the
Group’s financial instruments recorded at amortised cost
in the consolidated financial statements approximates
their fair values.

39. @ T A

(c) A¥E
AEBZeREENEGRABZAFEZ
BERERIOT :

s TREENTBABNAZEGRK
RGEHRNERTIERS AT
BEN2ERBMSHEETE &

e HMERMEELRTRBE(TEEN
EemMIE) 2 A FEDBREBEERR
Mz EBEABE  UMNBEBER
ﬁﬁi‘%%ﬂ‘—%f’ﬁfﬁim%?ﬁfﬁ DT ©

EERRAKESRT ARGV BRI LS
HHPANRR SR 2 AR {E £ ’A LB ©
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Particulars of the Company’s subsidiaries as at 31 December

40. PARTICULARS OF SUBSIDIARIES

2008 and 31 December 2007 are as follows:

Place

incorporation
or registration/

Nominal value of
issued and fully
paid ordinary
share capital/
paid up

40. B D T B

Proportion ownership interest

R-BENFT_A=Z=+—BR_ZFFTLFT
“A=t—H  ARFEZHMEBR

7n¥|ﬁ§lﬂT .

Name of company operation registered capital held by the Company Principal activities
i BETRZUMRE
RySEL/ LEREK/ NG
RRER 3 BHEMEAEE LRERRERLE TEEH
Directly Indirectly
HE GE3
2008 2007 2008 2007
ZEENE —EEtE ZEENE CETTtE
% % % %
Champeace Investment Hong Kong HK$2 - - 100 100 Investment holding
Limited Ordinary shares
ERNREARAR i TRROET RERER
China Ample Investments  British Virgin USD1 - - 100 100 Investment holding
Limited Islands Ordinary shares
RERNAS LERIET REER
Champion Keypad Hong Kong HK$10,000 - - 100 100 Trading in conductive
Manufacturing Limited Ordinary shares siicon rubber
products
SREREEERAR  BA LiEMR 1000047 BEERBERES
Dongguan Humen Taida ~ PRC HK$180,000,000 - - 100 100 Manufacturing and
Hlectronics Co., Ltd Registered capital frading of electronic
products
RERMRESFERAR HE AR REREETTEM
180,000,000%7C
Dongguan Karce PRC RMB3,000,000 - - 100 100 Manufacturing and
Hlectronics Co., Ltd Registered capital frading of electronic
products
RERAEETARAA  HE AR REREETTEM
AK#3,000,00070
Dongguan Shatian PRC HK$38,000,000 - - 100 100 Manufacturing and
Tehsheng Silicon Rubber Registered capital frading of conductive
Products Co., Ltd. slicon rubber
products
RE) BERERR i &R REREELE
HmERAR 38,000,000 7 EEBER

Karce International Holdings Company Limited
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40. PARTICULARS OF SUBSIDIARIES 40. B A BB (2

(continued)
Nominal value of
issued and fully

)
/

Place paid ordinary
incorporation share capital/
or registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
i BETRZHUMRE
RYBER,/ LEREK/ RARRE
ARER e BEARMEAEE ZRERRERLE TEEH
Directly Indirectly
HE R
2008 2007 2008 2007
Z2E\F _TTLE ZBENF TTHE
% % % %
Dongguan Tai Shan PRC HK$28,000,000 - - - 100 Manufacturing and
Electronics Co., Ltd. Registered capital frading of printed
circuit boards
RERLETARRR  HHE AR HERBEDS
28,000,000/87C B
Dragon Spirt Enterprise British Virgin uSD100 - - 100 100 Investment holding
Limited Islands Ordinary shares
ERCEARAR ERRAES LRR100ET RERR
Habermann Limited British Virgin UsD2 - = 100 100 Investment holaing
Islands Ordinary shares
AERAES TRRoET REER
Hong Shing Industrial Hong Kong HK$10,000 - = 100 100 Trading of conductive
Limited Ordinary shares sficon rubber
products
BREXERAA &k LiBMR 1000047 BEESERLBER
Interconn Electronics Hong Kong HKS$1 - = 100 100 Trading of printed
Limited Ordinary shares cireuit boards
BRRETERAA Bl LRRIBT BEREHR
Jot Master Limited British Virgin usD100 - = - 100 Investment holding
Islands Ordinary shares
ERRAHS LER100%T REER
Joyham Jade Limited British Virgin UsD2 - = 100 100 Investment holoing
Islands Ordinary shares
RERRES LRReET REER

ZREXEEERAA
=
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40. PARTICULARS OF SUBSIDIARIES 40. B A B8 2

(continued)

Nominal value of
issued and fully

Place paid ordinary
incorporation share capital/
or registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
it BETREUME
RYBER,/ LERE/ RARRE
DRER 3 BEMEAEE ZRRRERERLE TERH
Directly Indirectly
HE GE3
2008 2007 2008 2007
ZEENE —EEtE ZEENF %A
% % % %
Karce Company Limited Hong Kong HK$10,000 - = 100 100 Trading of electronic
Ordinary shares products
FEERAH B Li#ik10,000% T EESTEm
Karce Communications British Virgin USD2 - - 100 100 Inactive
Limited Islands Ordinary shares
TEEARBARLR  EABRLES LaRoET TEXK
Karce Flectronics Limited Hong Kong HK$2 - = 100 100 Inactive
Ordinary shares
FEEFARAR i LRmkoAT LEEH
Karce Electronics Toys Hong Kong HK$20,000 - = 100 100 Trading of electronic
Limited Ordinary shares products
TRETHARRAR B Li8iR20,000% T BEETER
Master Key Industrial Hong Kong HK$10,000 - - 100 100 Trading of electronic
Limited Ordinary shares products
HEEXARRA &k EiAAR10,000% 7 BEESTEm
Milion Well Creation Hong Kong HKS1 - = 100 100 Inactive
Limited Ordinary share
BEERARAR i LaRAT HEXH
On Shing Holdings British Virgin USD10,000 - - 100 100 Investment holding
Company Limited Islands Ordinary shares
ZEBRERAA AERLES  LERI0000%TT RERR
Pristing Limited Labuan Malaysia USD1 - = 100 100 Investment holding
Ordinary shares
SRETME LaRIET REER
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40. PARTICULARS OF SUBSIDIARIES

(continued)

Nominal value of
issued and fully

40. B A B8 2

Place paid ordinary
incorporation share capital/
or registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
i BETRZHUMRE
RIBER,/ LEREK/ RARRE
ARER e BEAGMEAEE ZRERRRLE TEEH
Directly Indirectly
HE 5E3
2008 2007 2008 2007
ZEENE —EEtF ZEENE CETtE
% % % %
Reddltch Enterprises British Virgin USD10,000 100 100 - - Investment holoing
Limited Islands Ordinary shares
EBRNES  BERI0000XT RERR
Sabic Electronic Limited British Virgin UsD2 - = 100 100 Investment holaing
Islands Ordinary shares
EERNHS TRRoET REER
Sourcestar Profits Limfted British Virgin USD1 100 100 - - Investment holding
Islands Ordinary shares
AERRES LRRIET RERR
T & S Industrial Company Hong Kong HK$200,000 - - 100 100 Provision of
Limited Ordinary shares purchasing agency,
administrative and
management services
FRETEXARAR  BA L8MR200,000% 7T REBERE - 7]
RERRE
Tachibana Limited British Virgin usD100 - = 100 100 Investment holoing
Islands Ordinary shares
AERRES ERER100%T REBR
Xinyu Electronics Limited British Virgin USD1 - = 100 100 Investment holding
Islands Ordinary shares
MAETARAR ERRAES LaRIET REER

All the subsidiaries established in the PRC are registered as

foreign investment enterprises.

None of the subsidiaries had any debt securities outstanding
as at 31 December 2008 and 31 December 2007 or at any

time during the year.

PERTBERZZMEARGEMAINE D
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41. CONTINGENT LIABILITIES 4. AREE
The Group did not have any significant contingent liabilities RZZBEZNF+ZA=+—H  AEEWLEF
as at 31 December 2008. AIBEBRKRAE -

42. BALANCE SHEET INFORMATION 42. X pEe EEEBRER
OF THE COMPANY

2008 2007

—EEN\F —EELF

HK$°000 HK$'000

FET FETT

Investment in subsidiaries KRB RRZI&E 103,710 103,710
Amounts due from subsidiaries FEUL I B A R FIB 2,875 106,619
Other current assets B RENEE 2,884 455
Amounts due to subsidiaries FETB B A RIZRIE (2,767) (1,677)
Other current liabilities Hitmeam (1,915) (229)
Net assets BEFE 104,787 208,878
Share capital (note 30) A& AR (B 5E30) 65,236 54,436
Reserves Gl 39,551 154,442
104,787 208,878
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43. POST BALANCE SHEET EVENTS

Save as disclosed in notes 9 and 10, the Company has
the following significant events took place after the balance
sheet date:

(@ On 30 April 2008 and 24 October 2008, the Group
entered into a sale and purchase agreement and a
supplemental agreement (collectively referred as
‘Acquisition Agreements”) to acquire 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 approximately
HK$2,700,000,000. The main asset of Pacific Choice
is the indirectly holding of a PRC subsidiary which
principally engaged in the design, installation and
manufacturing of high definition projection televisions and
related accessories. Under the Acquisition Agreement,
the consideration shall be settled by Soucestar Profits
(i) as to HK$25,000,000 payable in cash by Sourcestar
Profits (of the Company) to Fairtime as deposit upon
the signing of the Acquisition Agreement; (i) upon the
completion of the acquisition, (a) as to HK$225,000,000
by the issue of the Tranche 1 Bonds by the Company
to China Eagle; (b) as to HK$25,000,000 by the issue
of the Tranche 1 Bonds by the Company to Fairtime;
and (c) as to HK$375,000,000 by, at the opinion of
Sourcestar Profits, the issue of the promissory note by
Sourcestar Profits or cash payment by Sourcestar Profits
(or the Company) to China Eagle; (iii) as to the remaining
balance of HK$2,000,000,000 by the issue of the
Tranche 2 Bonds, the Tranche 3 Bonds and the Tranche
4 Bonds by the Company to China Eagle and Fairtime in
their respective equity interest in Pacific Choice, subject
to adjustments. For further details, please refer to the
Company’s circular dated 28 November 2008.

The acquisition was completed on 15 January 2009,
for which the fair value of the promissory note as
mention above at the date of approval of these financial
statements is still under the progress of valuation by an
independent qualified professional valuers.

43. ZFEHRER

BRISFEOMIOFTIREE SN - AARNGEERERE
EITTIIIEARFIR

(@)

R-ZBBENFNA=+ER-_ZTN\E+
AZ+WA  A&EEH AL —HEER
&R E (FE B E]) - AR
Pacific Choice Holdings Limited ([ Pacific
Choice]) 2 & E B1TAR AR R U i 52k B
Hi 45 /xChina Eagle Development Limited
([China Eagle]) RKFairtime International
Limited ([Fairtime]) 2 R BB E X - K
{8 42 %8 & #92,700,000,0007 JT ° Pacific
Choicex X ZEERMEERE —RH
WEBAR  ZAREENRESERFER
MRt &G REREEER -
R = - B B E K B Soucestar
Profitstz LA T 77 2 = £+ : (1)25,000,0007%%
JC A %% & WK BE 165 2% ¥ B Soucestar Profits
(AR AR 27 A FraitimetE &
Z® 5 ()R W T8 KB (2)225,000,000
7 7T 1% B 7K A B [AChina Eagle®$ 1756 —
&% X 11 5 (0)25,000,0005 JT i3 B A
A R AFatimeZE T8 —#ESF I &k
(¢)375,000,000/% JT & #( FASourcestar
Profitsi® # ) Sourcestar Profits®$ 17 & 3,
= $2 5 Sourcestar Profits ( 8 A 2 &) ) A
I/ 4 H R [AIChina Eaglefs X ¢ (ii)&k 58
2,000,000,000/% 7T i i@ 4~ X 7] #China
Eagle & Fairtime® B FT#¥Pacific ChoiceZ
BRAERLEOIMZERARETE_HE
5 BHEFREEMES - WA T
B HFHEELFE  #2RAREHEA
—EENF+—A -+ N\BZEXK -

WRERER_TTNAF—ATHAR
X BY A BERBERMGEEDERE X
Pt shith 31T 2 A RIBR AR 5 R
mEZBZAFE-

EARRA

FHREXE
ZEENFER
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43. POST BALANCE SHEET EVENTS

(continued)

On 15 January 2009, Pacific Choice and its
subsidiaries possessed property, plant and equipment
of approximately HK$1,632,000, inventories of
approximately HK$4,059,000, amounts due from
shareholders of approximately HK$39,078,000, deposits
and prepayment of approximately HK$773,000, bank
balances and cash of approximately HK$46,000
and accruals and other payables of approximately
HK$3,365,000. The fair value of the intangible asset
in relation to the TMDC sales patent is still under the
progress of valuation by an independent qualified
professional valuers at the date of approval of these
financial statements. It is therefore considered that
it is not applicable to disclose the fair value of the
intangible asset for recognition in the consolidated
financial statement and also any goodwill or excess
1o be recognised.

On 20 January 2009, the Company entered into
subscription agreements with each of Yue Wai Keung
and Chung Chi Shing for the subscription of an
aggregate 50,000,000 new shares of the Company for
a total consideration of approximately HK$5,000,000
at a subscription price of HK$0.1 per subscription
share. For further details, please refer to the Company’s
announcement dated 20 January 2009.

44. COMPARATIVE

Certa
confo

Karce Internat

in comparative amounts have been reclassified to
rm with the current year’s presentation.

ional Holdings Company Limited
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43. #£EHEEHE(»)

R-ZEZAF—A+HHE - Pacific Choice
MEMBAREEME  BMERZELD
1,632,000/ 7T * 15 & #J4,059,000% 7T
B RS B FRIE #939,078,000/8 7T ~ k& &
TE FRIBA 773,000 ¢ ~ SR1T4HEF MR
© #946,00078 TC A M FERT B B I E b FE A<
X IB #93,365,00058 7T ° RN B 75 3R K &
ZEZH  BUAEREEGEMDERR
TMDCSHE BRI 2 B EE N FEEITRH
B Bt TERGETBRETPBEEL
MRZEREEZ ATERE TFTHERZT
R BB 2 =58 -

b) R-ZZTEZAFE—A=+H  AQAHEYue
Wai Keung & Chung Chi Shing& B 7] 332
Bins WERBEESRAERGBONE
7T R BE & #£50,000,0008% 2 A8 A 7] # AL
1 #BA{E 4 A5000000ET BEE
ZHE  B2HARARBHA_STAF
—AZt+HZAM -
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FINANCIAL SUMMARY &
&
=7 i -
Bl S 4 2R
RESULTS ¥&
For the year ended 31 December
BE+t-A=1t—HLEFE
2004 2005 2006 2007 2008
—TENFE —TERF —TERF —TTLF ZBENE
HK$000  HK$000  HKP000  HKP000 HK$’000
T T T FHIT FBxT
Revenue Wz 774,255 647,004 705,859 735,114 645,083
Profit/(loss) before taxation BE ARSI (E5E) 58,883 28,767 4,500 (62,826) (163,299)
Income tax expenses ST X (8,637) (731) (2,069) (1,924) (6,429)
50,246 28,036 2,431 (64,750) (169,728)
Attributable to; DA el
Equity holders of the Company RAEREREA 53,353 28,036 2,431 (64,750) (169,728)
Minority interests DERR R S (3,107) = = = -
50,246 28,036 2,431 (64,750) (169,728)
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=-—A=+—H
2004 2005 2006 2007 2008
—TENF —2TERF —TETRF —_ETLF ZEENE
HK$000  HK$O000  HKPO0O  HKPOOO HK$’000
T T T THEIT FET
Total assets BEE 726,781 687,704 667,458 669,470 515,897
Total liabilities BEE (336,420) (246,258) (250,971) (294,439) (262,627)
390,361 441,446 416,487 375,031 253,270
Attributable to: DA el
Equity holders of the Company RAEIRERE A 390,361 441,446 416,487 375,031 253,270
ERBLEEESRAF
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PARTICULARS OF PROPERTIES HELD BY THE GROUP

AKEREZY

Mz DN/

Rat'

==
=

Approximate

Group’s site area Existing Term of
Location Interest (sg. m) use lease
B
EEEB
ih Bk AEE R (FE7HK) R A& pich:
Land and Industrial Compound PEIERE 100% 42,529 Industrial Medium
Chilung Industrial Area Heem PR T A
Humen Town, Dongguan HEEE IR R
Guangdong Province, PRC RE LM
Land and Industrial Compound HEIERAE 100% 2,500 Industrial Medium
Renzhou Administrative Zone Heem) HIE T H HA
Shatian Town, Dongguan RMNEER
Guangdong Province, PRC RE LM
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