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Karce International Holdings Company Limited

GENERAL

The Company is an exempted company incorporated in
Bermuda and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The Company acts as an investment holding company. The
principal activities of its subsidiaries and associate are the
manufacture of and trading in electronic products, conductive
silicon rubber keypads, printed circuit boards, and
telecommunication products, respectively.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING
STANDARDS

In 2004, the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") issued a number of new or
revised Hong Kong Accounting Standards and Hong Kong
Financial Reporting Standards (herein collectively referred to
as “new HKFRSs"”) which are effective for accounting periods
beginning on or after 1 January 2005. The Group has not
early adopted these new HKFRSs in the financial statements
for the year ended 31 December 2004.

The Group has commenced considering the potential impact
of these new HKFRSs but is not yet in a position to determine
whether these new HKFRSs would have a significant impact
on how its results of operations and financial position are
prepared and presented. These new HKFRSs may result in
changes in the future as to how the results and financial
position are prepared and presented.
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For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the
historical cost convention, as modified for the revaluation of
land and buildings, and in accordance with accounting
principles generally accepted in Hong Kong. The principal
accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
31 December each year.

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.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Subsidiaries

Investments in subsidiaries are included in the Company’s
balance sheet at cost, less any identified impairment loss.

Associates

The consolidated income statement includes the Group’s
share of the post-acquisition results of its associates for the
year. In the consolidated balance sheet, interests in associates
are stated at the Group’s share of the net assets of the
associates.

—EENFEFR
Annual Report 2004
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Karce International Holdings Company Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwill

Goodwill arising on consolidation represents the excess of the
cost of acquisition over the Group’s interest in the fair value
of the identifiable assets and liabilities of a subsidiary at the
date of acquisition.

Goodwill arising on acquisition of subsidiaries prior to 1
January 2001 is held in reserves and will be charged to the
income statement at the time of disposal of the relevant
subsidiary, or at such time as the goodwill is determined to
be impaired.

Goodwill arising on acquisition after 1 January 2001 is
capitalised and amortised on a straight-line basis over its
useful economic life. Goodwill arising on the acquisition of
subsidiaries is presented separately in the balance sheet.

Negative goodwill

Negative goodwill represents the excess of the Group's
interest in the fair value of the identifiable assets and
liabilities of a subsidiary at the date of acquisition over the
cost of acquisition.

Negative goodwill is presented as a deduction from assets. To
the extent that such negative goodwill is attributable to
losses or expenses anticipated at the date of acquisition, it is
released to income in the period in which those losses or
expenses arise. The remaining negative goodwill is recognised
as income on a straight-line basis over the remaining average
useful life of the identifiable acquired depreciable assets. To
the extent that such negative goodwill exceeds the aggregate
fair value of the acquired identifiable non-monetary assets, it
is recognised as income immediately.
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For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition

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

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Rental income, including rentals invoiced in advance from
properties let under operating leases, is recognised on a
straight line basis over the terms of the relevant leases.

Property, plant and equipment

Property, plant and equipment is stated at cost or valuation
less accumulated depreciation, amortisation and any identified
impairment loss.

Land and buildings are stated in the balance sheet at their
revalued amount, being the fair value at the date of
revaluation less any subsequent depreciation and amortisation.
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.

Any revaluation increase arising on revaluation of land and
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, this surplus is credited to the income statement to the
extent of the deficit 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.

—EENFEFR
Annual Report 2004
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Karce International Holdings Company Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (continued)

The carrying value of land use rights is amortised on a
straight-line basis over the relevant term of the land use
rights or, where shorter, the term of the business licence of
the company to which the land use rights are granted.

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

Depreciation and amortisation are provided to write off the
cost or valuation of the assets, other than land use rights and
construction in progress, over their estimated useful lives,
using the straight-line method, at the following rates per
annum:

Over the terms of the
relevant leases

Leasehold land

Buildings 5%
Leasehold improvements 25%
Plant, machinery and
moulds 12.5% - 25%
Furniture, fixtures and
office equipment 25%
Motor vehicles 25%

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as assets owned by
the Group or, where shorter, the terms of relevant leases.

The gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is
recognised in the income statement.
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For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Club debenture

Club debenture is stated at cost less any identified impairment
loss.

Research and development expenditure

Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined
project will be recovered through future commercial activity.
The resultant asset is amortised on a straight-line basis over
its estimated useful life.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as an
expense in the period in which it is incurred.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
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, in which case the impairment loss is treated as
revaluation decrease.

—EENFEFR
Annual Report 2004
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Karce International Holdings Company Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment (continued)

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, in which case the reversal of
the impairment loss is treated as a revaluation increase.

Inventories

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

Leases

Leases are classified as finance leases when the terms of the
lease transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. Assets held
under finance leases are capitalised at their fair values at the
date of acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance sheet as an
obligation under finance lease. Finance costs, which represent
the difference between the total leasing commitments and
the fair value of the assets acquired, are charged to the
income statement over the period of the relevant leases so as
to produce a constant periodic rate of charge on the
remaining balance of the obligations for each accounting
period.

All other leases are classified as operating leases and the
rentals payable are charged to the income statement on a
straight-line basis over the terms of relevant leases.
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For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies

Transactions in currencies other than Hong Kong dollars are
initially recorded at the rates of exchange prevailing on the
dates of the transactions. Monetary assets and liabilities
denominated in currencies other than Hong Kong dollars are
re-translated at the rates prevailing on the balance sheet
date. Gains and losses arising on exchange are included in
the net profit or loss for the period.

On consolidation, the assets and liabilities of the Group’s
overseas operations are translated at the exchange rates
prevailing on the balance sheet date. Income and expense
items are translated at the average exchange rates for the
period. Exchange differences arising, if any, are classified as
equity and transferred to the Group’s exchange reserve. Such
translation differences are recognised as income or expenses
in the period in which the operation is disposed of.

Retirement benefit costs

Payments to defined contribution retirement benefit plans
and the Mandatory Provident Fund Scheme are charged as an
expense as they fall due.

Taxation

Taxation represents 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 net profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years, and it
further excludes items that are never taxable or deductible.

—EENFEFR
Annual Report 2004
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Karce International Holdings Company Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding
tax bases 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 negative
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 and associates
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 profit 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 in the 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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4. FEKRibiE o HER 4. BUSINESS AND GEOGRAPHICAL SEGMENTS

REKE D Business segments:
BEEMS  AEBBAH=EFE For management purposes, the Group is currently organised
B EPIMEK—E T B R EE into three principal operating divisions — electronic calculators
EEHERBIRE RENREIKR - NE and organisers, conductive silicon rubber keypads and printed
B iR B IR EREEE S circuit boards. These divisions are the basis on which the
EBE KL o FBEEHE TR AR DR E A Group reports its primary segment information. Inter-segment
B - sales were made at cost plus mark up.

—EENEFR

Annual Report 2004
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4. EBRibE D HER @ 4. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE D (F) Business segments: (continued)
REHXEBZOHEMZINEAT : Segment information about these businesses is presented
below:
2004
E7iER gEg HIE
JFEES BBRE BBk
Electronic Conductive Printed EfbER
calculators silicon rubber ircuit Other WA &4
and organisers keypads boards operations Eliminations Consolidated
Fhx Fix Fhx Fhx Fhx Fiz
HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
EEXE OPERATING RESULTS
EXE TURNOVER
ShepsaE External sales 408,214 171,188 148,163 46,690 - 774,255
PrEEE Inter-segment sales 9,825 11,137 8413 - (44,375) -
&3 Total 418,039 182,325 171,576 46,690 (44,375) 774,255
5 RESULT
GRE Segment result 32,014 1,490 3,007 (3,307) - 33,204
EfpEEHA Other operating income 165
AABLLERR Unallocated corporate expenses (1,538)
mEhl Profit from operations 31,831
BENA Finance costs (3,556)
FEfRBE R RER Share of result of an associate 10,031
BEEOARE Negative goodwillreleased 126
HERERTRG Profit on partial disposal of
Email interest in an associate 22,568
B angT Profit before taxation 61,600
id Taxation (10,292)
BOgRRERNET Profit before minority interests 51,308
bR RER Minority interests 3107
Emgd] Profit for the year 54,415
REREXEEERAT

Karce International Holdings Company Limited
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4. ¥R RibifoHER @) 4. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE S © (F) Business segments: (continued)
2004
EFiEHR gz ng
FEES | BB &R ERA
Electronic Conductive Printed EbEH
calculators silicon rubber circuit Other A &4
and organisers keypads hoards operations Eliminations Consolidated
FExn T FEn T FEn FEn
HK$000 HK$000 HK$'000 HK$000 HK$'000 HK$000
Bk ASSETS
HHEE Segment assets 363,250 141,381 95,334 2,047 622,012
APRMLLFAE Unallocated corporate assets 111,904
TRAEAR Consolidated total assets 733,916
af LIABILITIES
AHEE Segment liabilities 88,380 47,252 41,622 6,978 184,232
AORMILEAR Unallocated corporate liabilties 155,319
GRAREEE Consolidated total liabilties 339,551
R ER OTHER INFORMATION
TENE KR Addtions to property, plant
RREREVAE and equipment and
intangible assets 28,469 M 12319 164 - 08,783
nEREH Depreciation and amortisation 24,598 9,437 8,702 763 - 43,500
HENE  BER (Gain on disposal of property,
BLLE plant and equipment 475 789 - - - 1,264
THRETER Revaluation surplus (deficit)
Rtk (B4) on land and buildings 1333 (131) - - - 602
RERBH Allowance recognised
FERRRE (reversed) for obsolete
(BE&R) and slow moving inventories (1173) 845 1,102 449 - 123
—ZTHEFER

Annual Report 2004
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4. XK R o IBER @

BUSINESS AND GEOGRAPHICAL SEGMENTS

(CONTINUED)
REKE D (F) Business segments: (continued)
2003
ETiER g3k 0%
GEES BRBER BBk
Electronic Conductive Printed EbEE
calculators siicon rubber dircuit Other V] wa
and organisers keypads boards operations Eliminations Consolidated
FET AT FET AT FET T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEXR OPERATING RESULTS
1] TURNOVER
NEHE External sales 300,116 120,748 133,093 35,696 - 589,653
PEHE Inter-segment sales 4,706 9,942 16,730 125 (31,503) -
it Total 304,822 130,690 149,823 35,821 (31,503) 589,653
£+ RESULT
Pz Segment result 19.401 1,863 13324 (12,368) - 22,220
HipgEHA Other operating income 204
AAELLERR Unallocated corporate expenses (1427)
BEEA Profit from operations 20,997
BERA Finance costs (4018)
EEBENTRH Share of result of an associate 11,168
BEOAHE Negative goodwill released 374
BRAER Profit before taxation 28,521
fE Taxation (4295)
ROBRRERA AT Profit before minority interests 24,226
PERRER Minority interests (1,176)
ERET Profit for the year 23,050
EREEEEERAT

Karce International Holdings Company Limited
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4. EBRibiE D IHEFR @) 4. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE S © (F) Business segments: (continued)
2003
STiER B3k g
GEES BB BBk
Flectronic Conductive Printed Hib 2k
calculators slicon rubber drcuit Other i &4
and organisers keypads boards operations Eliminations Consolidated
T TET FET TET FET T
HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE ASSETS
APEE Seqment assets 334,437 112,567 86,695 21513 555,212
AAMLLEAE Unallocated corporate assets 118,849
GREESE Consolidated total assets 674,061
a8 LIABILITIES
HHaE Segment liabllties 121,391 39,056 42,036 4,700 207,183
APELLEER Unallocated corporate liabilities 130,189
GRAELSE Consolidated total liabilties 331312
REn OTHER INFORMATION
RENE KRR Additions to property,
FER plant and equipment and
BREE intangible assets 32,521 15,835 6,075 827 - 55,064
REREH Depreciation and amortisation 20,186 6,206 8488 8,924 - 43,804
0z BER Impairment loss on property,
B HBER plant and equipment 2358 - 1,340 - - 3698
HENE  BER Loss on disposal of property,
kEER plant and equipment 73 206 - - - 279
THERET Revaluation deficit on land
ELL and buildings 136 - - - - 136
RERRH Allowance (reversal of allowance)
FEkE for obsolete and slow
(BO&E) moving inventories 156 - (943) 1,045 - 258
—ETMFEFER
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4. ¥BRibigoHBER @ 4. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
12 i 15 & 5 Geographical segments:
AEEBZEFPEESMRAR - BF - The Group’s customers are principally located in Japan, Hong
E B R EOM - Kong, America and Europe.
AEBEHERM B Z DT : The following table provides an analysis of the Group’s sales

by geographical market:

G| &R A 28R/
Contribution to
Turnover profit from operations
2004 2003 2004 2003
FET FE T FET F & T

HK$°000 HK$'000 HK$°000 HK$°000

B% (M ta) Hong Kong (note a) 285,160 157,054 12,151 6,018
B (K 7tb) Japan (note b) 95,286 110,735 4,060 4,243
FREE AR A People’s Republic of China,
(BAERRIN) other than Hong Kong
(T E D ("PRC") 80,693 98,197 3,651 3,389
B M Europe 122,238 87,815 5,209 3,365
ES America 26,467 49,380 1,128 1,892
H th g5 M B =X Other Asian countries 145,071 76,894 6,181 2,946
HAth Others 19,340 9,578 824 367
774,255 589,653 33,204 22,220
H b g & A Other operating income 165 204
ROl 2% Unallocated corporate
Bl 52 expenses (1,538) (1,427)
7R S5 T Profit from operations 31,831 20,997
B et - Notes:
() EFHEEBMIGAAGAEEZHE (@)  The directors believe that a portion of the Group’s sales attributable to the
EMAMIXREEEEMTIS - Hong Kong market was subsequently resold to other markets.
by BEEFHEEHATSLHAEEZ KEL (b)  The directors believe that a substantial portion of the Group's sales
DI EERREEERETIS attributable to the Japanese market was subsequently resold to the

European and American markets.
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4. ¥R RibifoHER @) 4. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
Rihig Bl 0 (F) Geographical segments: (continued)
DEEERGEE R ZREE - FAAM The following is an analysis of the carrying amount of
NBZYE BMELREREFREE segment assets at the balance sheet date, and additions to
BREEBEMIE Z T : property, plant and equipment and intangible assets during

the year analysed by the geographical area in which the
assets are located:

AEWME - BMERRME

SHMEEREE Additions to

Carrying amount property, plant

of segment assets and equipment

2004 2003 2004 2003
FET FET FET FET

HK$°000 HK$'000 HK$°000 HK$°000

&5 Hong Kong 92,671 94,202 381 1,197
2l PRC 529,341 461,010 68,402 54,067
622,012 555,212 68,783 55,264
5. Hz&&EUWA 5. OTHER OPERATING INCOME
2004 2003
FET FAT
HK$'000 HK$'000
Hibh & E WA B - Other operating income includes:
HEWE BER Gain on disposal of property, plant
% 1 e and equipment 1,264 -
B U A Interest income 2,265 2,325
e WA FRE Net rental income 2,764 720
T RAEFE AR Revaluation surplus on land and buildings 602 =
—EENEFR
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6. T&EREA

6. PROFIT FROM OPERATIONS

2004 2003
FET FET
HK$’000 HK$°000
A s A A FHIBR T 5 Profit from operations has been arrived at
B H®BFE : after charging:
% SR B & Auditors' remuneration:

REE Current year 580 594

TFEBET R Underprovision in prior years - 60
res R Depreciation and amortisation:

M- BERRE Property, plant and equipment

(K1 ata) (note a) 43,500 35,614

mILEE —REBEKRAR Intangible assets — development costs - 8,190
KEHEHRS Operating lease rentals 1,585 1,137
M - WEREEZ Impairment loss on property,

B 1B plant and equipment - 3,698
HEMZE - BE&FZME  Loss on disposal of property,

ZEE plant and equipment - 279
REIRBE R Allowance for doubtful debts 1,856 -
RERFEHTERB Allowance for obsolete and slow moving inventories 1,223 258
MERFAEZER Research and development costs expensed - 3,049
TTHRAXZ Az T3 % Revaluation deficit on land and buildings included in

B FE AL administrative expenses - 136
& B KA (K7 2% b) Staff costs (note b) 134,836 103,608
Bt 5 - Notes:

2004 2003
FET FET
HK$°000 HK$'000
(a) M - BEREE (a) Depreciation and amortisation in respect of
ZHTE R property, plant and equipment:
HEEE Owned assets 39,571 32,804
MEMERHEES LD Assets held under finance leases
Fr¥s & E 4,191 3,371
43,762 36,175
W HAZEREEHE Less: Amount capitalised in moulds (262) (561)
43,500 35,614

ZREXEEARAA
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6. RERA @ 6. PROFIT FROM OPERATIONS (CONTINUED)
MysE : (48) Notes: (continued)
2004 2003
FET FET
HK$’000 HK$°000
b) EEKRAK: (b)  Staff costs:
EE=ME (AFS8) Directors’ remuneration (Note 8) 5,973 4,882
H b 8 B X Ax Other staff costs 130,008 101,483
135,981 106,365
B RACZEREARSRE Less: Amount capitalised in moulds (1,145) (2,757)
134,836 103,608
7. BERA 7. FINANCE COSTS
2004 2003
FET F& T
HK$'000 HK$'000
FEAT R B - Interest on:
RAFRNBEHERZ Bank borrowings wholly repayable within
RITEE five years 2,893 3,501
MEBAETNZEMT Obligations under finance leases 663 517
3,556 4,018
—EENEER
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8. ESFMRERSHES 8. DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES

EEEHM Directors’ remuneration:
2004 2003
FET F & T
HK$'000 HK$'000
TFTIALTZES : Fees paid to:
B IENITES Independent non-executive directors 360 360
FHFITES Non-executive directors 240 240
T FETE S 2 E M F Bl : Other emoluments paid to executive directors:
& K& b 1E F Salaries and other benefits 5,165 4,116
B ORTE A EH B K Retirement benefits scheme contributions 208 166
5,973 4,882
B TNHEMAR ZES The directors’ remuneration were within the following bands:
2004 2003
EEAH EFEEAH
Number of Number of
directors directors
= % 1,000,0007% 7T Nil to HK$1,000,000 6 7
1,000,001% 1,500,0007% 7t HK$1,000,001 to HK$1,500,000 1 1
1,500,001% 2,000,0007% 7t HK$1,500,001 to HK$2,000,000 2 1
9 9
RER - 2N & B EA T B S5 E During the year, no emoluments have been paid by the
AN I A = [E i > 454 ok a Group to the directors as an inducement to join or upon
B > W[ - MmN I (A BN o joining the Group or as compensation for loss of office and

no directors have waived any emoluments.
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8. EEFMEESFEE » 8. DIRECTORS' REMUNERATION AND
HIGHEST PAID EMPLOYEES (CONTINUED)

kmEiES : Highest paid employees:

AEBZ AU HEEFHEERFERUZ (= The five highest paid employees of the Group include four
TER=F : Of) KRRARFITES - (2003: four) executive directors of the Company, details of
WEZHMWFBEHN LS - XFEHR whose emoluments are included above. The aggregate
U= HEE ZFHMM T emoluments of the five highest paid employees for the year

were as follows:

2004 2003
FET FAEIT
HK$’000 HK$000
FeREMETR Salaries and other benefits 6,116 5,106
ROKAEF 5T 8l 45K Retirement benefits scheme contributions 240 215
6,356 5,321
AfusEFEE ZMEN F RFI&HE : The emoluments of the five highest paid employees were
within the following bands:
2004 2003
1ESANE 1E S A2
Number of Number of
employees employees
Z % 1,000,0007% 7T Nil to HK$1,000,000 2
1,000,001% 1,500,000/ 7t HK$1,000,001 to HK$ 1,500,000
1,500,001% 2,000,000/ 7t HK$1,500,001 to HK$2,000,000 2 1
5 5
—EENEER
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9. BIE 9. TAXATION
2004 2003
FHET F&T
HK$’000 HK$°000
FIE X HBE - The charge comprises:
BEMEH - Hong Kong Profits Tax:
REEFE Current year 2,659 25
TFEEBERE Overprovision in prior years - )
R ERER PRC enterprise income tax 5,800 2,279
8,459 2,302
RIETRIE (K at22) Deferred taxation (Note 22) 178 54
FEAR 7R &) R H W B Taxation attributable to the Company
NGRS and its subsidiaries 8,637 2,356
FE (L&~ | B I8 Share of taxation attributable to an associate 1,655 1,939
10,292 4,295
BRMSEIIIEANFEE Z (BT R Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%)
Al LA175 % EFAE (ZTEE= of the estimated assessable profit for the year. PRC enterprise
& :17.5%) - PRI EMMSHIIRE income tax is calculated at the rates prevailing.

FRELHE -

ZREXEEARAA
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9. TIE (&) 9. TAXATION (CONTINUED)

RAFENR - BmRABIES B EER The taxation charge for the year can be reconciled to profit

Bt R M BRI E -

before taxation per the income statement as follows:

2004 2003
FAET FE T
HK$'000 HK$000
% 5t B A Profit before taxation 61,600 28,521
BB R 27%:TE 2B Tax at income tax rate of 27%
ZET=F 27 %) (2003: 27%) 16,632 7,701
5T 5 AR T A B A Al Tax effect of expenses not deductible
Nz H 2R & for tax purposes 3,604 =
5T & FE R TR F B Tax effect of income not taxable for tax
G GNP %% purposes (9,072) (2,371)
AERBB 2R E Tax effect of tax losses not recognised 2,459 639
FE (R B & T i A Tax effect of share of result of an
2GR associate (1,053) (1,076)
/N ﬂi 3 it 2 F) Tax effect of the undistributed earnings
2B of an associate 302 =
REERA N ﬁ? 2ERER Tax effect on deductible temporary differences
MR B not recognised 620 =
HEERERFEREM Income tax at concessionary rate (907) =
&) 2 Al 8 K B wZ 18 Utilisation of tax loss not previously recognised (594) =
H b [ & & 13 Effect of different tax rates of group entities
TRBEERZE operating in other jurisdictions (1,395) (13)
H A Others (304) (583)
Tz BERE Overprovision in respect of prior year - )
FEMEX L Taxation charge for the year 10,292 4,295
AR AEE > FBEKIGRRBRET As the major operations of the Group are carried out in the

MEKAERZFBECEMSHRE -
REF BB EFIBEHN M E22 -
10. EZERE

BEERIRERHRE S0 .08l (=

10.

PRC, the prevailing PRC enterprise income tax rate is used.

Details of deferred tax liabilities are set out in Note 22.

DIVIDEND PROPOSED

The final dividend of HK 1.0 cent (2003: HK 0.5 cent) per

TE =4 : 0.5 (l) - &L E share with amount of approximately HK$5,508,000 (2003:
5,508,000 T (—EE =4 : % HK$2,754,000) has been proposed by the directors and is
2,754,000 7T) + SRS AERE subject to approval by the shareholders in annual general

FERRREFRE B o

meeting.

—EENFEFR
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1. BRER 11. EARNINGS PER SHARE
FRRERREE BT TR T 5 BRE The calculation of the basic and diluted earnings per share is
& based on the following data:
2004 2003
FET FAET
HK$'000 HK$'000
AR EERERAT Earnings for the purposes of basic earnings
2 &R per share 54,415 23,050
Bt A E AEEBTES Effect of dilutive potential ordinary shares of
Lok w2 an associate:
ABMRERRBRT Interest income on convertible loan and
=N R 2 F B UL A advances to an associate (227) =
iSSP AN Adjustment to the share of result of
2 IR E A e G an associate based on dilution of its
EA NG i earnings per share 7 =
ARt EERESRT Earnings for the purposes of diluted
< BF earnings per share 54,195 23,050
Rt EBRER Weighted average number of ordinary shares
&?ﬁ SR 2 hnfEFH for the purposes of basic and diluted
T 3m AR AR 2K earnings per share 550,776,000 550,776,000
ARARMARITEBEREZITEESR The exercise price of the Company's outstanding share
E—FR 2 FHTE - Bt EE options was higher than the average market price for shares
BE2JNEERT - RAAREARNHR in prior year and was therefore not considered in the
BEAERB LB ARITE ZBARE - presentation of diluted earnings. The Company did not have

any outstanding share options during the year or at the
balance sheet date.
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12. PROPERTY, PLANT AND EQUIPMENT

HE-_ZTTNF+_A=1+—HIEFE
For the year ended 31 December 2004

THERE
HELHRETF &R £ER
Land use HENE BE-  BOZERG
rights, % BERER  Furniture, REIE
leasehold  Leasehold Plant, fixtures & Construction
landand  improve- machinery and office Motor in g
buildings ments and moulds equipment vehicles  progress Total
FHAT FHAT FET FAET FAET FET FET
HK$'000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HK$'000
& THE GROUP
BAEREE COST OR VALUATION
RZEZME As at 1 January
—HA—H 2004 187,393 3,394 200,337 21,238 8,232 223 420,817
NE Additions 11,302 15 48,720 3,187 526 5,033 68,783
EXiby Redlassification - - 163 178 - (341) -
e Disposals - - (8,488) (2,968) (1,126) - (12,582)
Eff Revaluation 9,645 - - - - - 9,645
e e i3 As at 31 December
+-F=1+—H 2004 208,340 3,409 240,732 21,635 7,632 4915 486,663
B COMPRISING:
R AE At cost = 3,409 240,732 21,635 7,632 4,915 278,323
B-_ZTMF{EE  Atvaluation - 2004 208,340 - - - - - 208340
208,340 3,409 240732 21,635 7,632 4915 486,663
e B DEPRECIATION AND
RAE AMORTISATION AND
IMPAIRMENT
eSS As at 1 January
—H—H 2004 - 2,679 102,386 11,823 6,822 - 123,710
KEEME Provided for the year 8,309 392 30,041 3,981 1,039 = 43,762
T E 4 8 Eliminated on disposals - - (5,197) (1,098) (1,012) - (7,307)
ERnpin Eliminated on revaluation (8,309) = = = = = (8,309)
eSS As at 31 December
+-A=1+—H 2004 = 3,071 127,230 14,706 6,849 - 151,856
RERE NET BOOK VALUES
RZZZTWE As at 31 December
“A=+—-H 2004 208,340 338 113,502 6,929 783 4,915 334,807
RZET=F As at 31 December
+-F=1+—H 2003 187,393 715 97,951 9,415 1,410 223 297,107
—EENFEFH
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12. Y% BEKRE =& 12. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)
RZZEZE=FERN  EFHAEEZ During the year 2003, the directors conducted a review of
HEEREMEEETR - REEH the Group’s manufacturing and other assets and determined
BE - 2R AR AERERE that certain plant, machinery and moulds and office equipment
B R B FEMSERE M SRE - Bt were impaired due to physical damage and technical
B R N B R B B8 43,698,000 obsolescence. Accordingly, an impairment loss of
BT HK$3,698,000 was recognised in the income statement.
B0 _E TR R G B ) 2 2 (5 R The net book values of the Group’s land use rights and
REE i REFREFEBFELRN leasehold land and buildings shown above comprise properties
T 5 2 R BRI Y 3 - held under medium-term leases situated in:
2004 2003
FET FAETT
HK$’000 HK$°000
B Hong Kong 5,100 4,000
A PRC 203,240 183,393
208,340 187,393

AEEZ TERAEREE T RE
FERZZEEWF+-_A=+—HK
B BEYEGEMEEAFRIITA
BRARIDRIZREIR A RSN ARTS
RITEEBRAZEEGE - ALLE
42 B RER4517,352,0000 7T (=
T T = 4F : #92,362,000/8 0) K4
602,000/ 7T (ZZFZF =4 : 136,000/%
TCESAL) LB D RIEF A K EEE
EREmERF -

ez 5 b (E A KA E i RIEF
REEE - FIREL KR Z25ITE
L@ EETE  HEEHNA
147,479,000 5t (Z T T = F :
142,294,000/ 7T ) °

RZZEZNFE+_A=+—H ' B
MERERABESOMTEZWE - K
B K& 2 BRE F{E #928,682,000/%
Tt (Z=ZZ =4 : 25,987,000/ 7T) °

ZREXEEARAA
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The Group’s land use rights and leasehold land and buildings
situated in Hong Kong and PRC were revalued at 31
December 2004 by Chesterton Petty Limited, an independent
firm of professional property valuers, in their existing uses on
an open market value basis and depreciated replacement cost
basis, respectively. The resulting revaluation surplus of
approximately HK$17,352,000 (2003: HK$2,362,000) and
HK$602,000 (2003: deficit of HK$136,000) has been credited
to the asset revaluation reserve and the income statement,
respectively.

If these land use rights and leasehold land and buildings had
not been revalued, they would have been included at
historical cost less depreciation and amortisation of
approximately HK$147,479,000 (2003: HK$142,294,000).

As at 31 December 2004, the net book values of property,
plant and equipment included an amount of approximately
HK$28,682,000 (2003: HK$25,987,000) in respect of assets
held under finance leases.
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12. Y% - BERRE ® 12. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)
AN - RS EEE R AN EEE T In addition, certain of the Group’s properties with cost and
MEZERARRBRFTTED LR accumulated depreciation and amortisation of approximately
8,743,000 L (=TT =F + 4 HK$8,743,000 (2003: HK$8,743,000) and approximately
8,743,000/ 7T) & 494,836,000/ 7T (= HK$4,836,000 (2003: HK$4,431,000) respectively are rented
TT =4 : 44,431,000 7T) ° 5T A out under operating leases. The depreciation and amortisation
A 7 2 HT 88 S 85 52 HH #93£405,000 charged to the income statement amounted to approximately
BT (ZZZE =4 : £405,00087T) ° HK$405,000 (2003: HK$405,000).
13. EEHE 13. NEGATIVE GOODWILL
xE
THE GROUP
FET
HK$'000
R GROSS AMOUNT
R-ZZEEME—HF—H As at 1 January 2004 1,868
EiE Addition 2,821
RZZZMF+=H=+—H Asat31 December 2004 4,689
B WA RELEASED TO INCOME
RZZEETWME—HF—H As at 1 January 2004 748
REZ M Released for the year 726
MRZTEZMF+ZH=+—H Asat31 December 2004 1,474
R E B CARRYING AMOUNT
RZZZMF+=H=+—H Asat31 December 2004 3,215
RZZEZE=F+=-A=+—H Asat31 December 2003 1,120

AEBRFARKERZRILUETS
FRA B 15% AR AN A 2 1 E AE 2 B R
2,821,000/ 7T T3 A )\ (Bl R 2= 1
BEFERARIZIEERITELE 2%
TIN#EF I (E A HA) BESH -

EHRAmE D UNERERAFEREK
A e

The negative goodwill of HK$2,821,000, which arose on the
Group's acquisition of the 15% equity interest in Dongguan
Tai Shan Electronics Co., Ltd. during the year, was amortised
over eight years, being the remaining weighted average
useful life of its non-monetary depreciable assets.

The remaining negative goodwill is released to income on a
straight-line basis over five years.

—EENFEFR
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14. B AR 14. INTERESTS IN SUBSIDIARIES
NN
THE COMPANY
2004 2003
FET FET
HK$'000 HK$'000
I LT Unlisted shares 103,710 103,710
& Yo I 8 1 A BR IR Amounts due from subsidiaries 169,269 127,505
272,979 231,215
R ETRRG 2 BREE DR A & B R A The carrying amount of the unlisted shares is based on the
RARE - NWNEFEESEHK R book values of the underlying net assets of the subsidiaries
SEEZERARZHEMMBARIZAE attributable to the Group as at the date on which the
HMEEFEEREEBERSE - Company became the holding company of the Group under
the group reorganisation in 1997.
FEUHT S A RIBRIE BT A - 2B K The amounts due from subsidiaries are unsecured, interest
WEFEERY - RARIREZER free and have no fixed terms of repayment. The Company
BErIEREEHRET @A RER - has agreed that the amounts will not be demanded for
W2 RIERBIEE ° repayment within the next twelve months from the balance
sheet date and, accordingly, the amounts are shown as non-
current.
ARAMBARTR=_EZENF+=A4 Particulars of the Company’s subsidiaries as at 31 December
=+ —B2ZFHIEHNME34 - 2004 are set out in Note 34.

ZREXEEARAA
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15. INTEREST IN AN ASSOCIATE

P S
THE GROUP
2004 2003
FET FE T
HK$°000 HK$000
DIHEEFE Share of net assets 40,243 8,763
BTEEATIER R Loan and advances to an associate
—FEA Within one year - 26,208
—FERMFHE Between one to two years 70,984 43,443
70,984 69,651
B R —FEREIHIIF A Less: Amount due within one year shown
MEEE Z KA under current assets - (26,208)
—F BB H 2 5KI8 Amount due after one year 70,984 43,443
111,227 52,206

RZZETE=F+-_A=+—H ' &x&%
B#AEs REBNZERERAR ([RE
BAIERR]) B EITIRAN 2 49% a
ANEIDENAE: =0 = it 3=t i 12 VA
ZAR)EREM B AR D ERET
BERHEEET  BEEBNERE
e MR-ZTETME+—F - AEE#E
T—HERORBTH - BRIt A EEEE
BERREBAIERZ BET BN
N 2 K 5% f 5K 32 2 A 7] Ascalade
Communications Inc. ([ACI]) » BA#2ER
ACIE 1T AN 4930.8% ° ACIE L #5
BREABAZERZ IR - BRIERD
R|METZRS  NEBBERLEE
REABIER18.2% 84 - mMUEEACI
(M IER B AAAIEAR) 30.8% A% © 2
Z B E — & A R E D =
EART4922,568,000/8 T (==
F o) o

o

o

At 31 December 2003, the Group held 49% of the issued
share capital of Ascalade Communications Holdings Limited
(“ACHL"), a company incorporated in the British Virgin
Islands which together with its subsidiaries are engaged in
the design, manufacture and sale of electronic, wireless
telecommunication products. In November 2004, the Group
underwent a share exchange arrangement whereby the
Group transferred its equity interest in ACHL to Ascalade
Communications Inc. (“ACI"”), a company incorporated in
Canada in exchange for approximately 30.8% of the issued
share capital of ACI. ACI holds the entire equity interest in
ACHL since then. As a result of the transactions pursuant to
the share exchange, effectively, a 18.2% of the equity
interest in ACHL was disposed of by the Group and in return
the Group acquired a 30.8% equity interest in ACI, other
than ACHL. This has resulted in a profit on partial disposal of
interest in an associate of approximately HK$22,568,000
(2003: Nil).

—EENFEFR
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15. BFE DTS (&

ACIE [F] 5 22570 3R 12 AR % 2 Y /B 2
TR  WERHEET - mE
TEAEQL -

BTSN R 2 B R BT
BRBBITRERS HEEF R
B e RZZFETENF+_A=+—H
7N 65 [ 7] 85 5 B pR B A SR N _E FEET A
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15.

INTEREST IN AN ASSOCIATE (CONTINUED)

ACI, together with ACHL and other subsidiaries, are engaged
in the design, manufacture and sale of electronic, wireless
telecommunication products.

The loan and advances to an associate are unsecured and
bear interest at LIBOR/prime rates. As at 31 December 2004,
the loan and advances plus accrued interest can be assigned
to ACl in consideration of the issuance of ACl's shares and
convertible debentures and warrants.

The following details have been extracted from the audited
consolidated financial statements of ACI and ACHL for the

M mK current and prior years, respectively:
A RAEBEAEZER
Adl ACHL
2004 2003
FHT FBETT
HK$000 HK$000
KEEHEE Results for the year
= - Turnover 652,899 483,334
F B5 A1 7 Profit before taxation 14,648 22,792
& B 1 {5 R B A g A Profit before taxation attributable to the Group 10,031 11,168
B 75 5 55 Financial position
ERBEE Non-current assets 216,325 68,597
MENE E Current assets 287,617 204,044
mEAE Current liabilities (196,107) (177,328)
EREBE Non-current liabilities (158,130) (77,428)
BEFRE Net assets 149,705 17,885
SEEEEEFE Net assets attributable to the Group 40,243 8,763

R-ZEZNE+—_F=+—08 ' B
X ) B 2B 2R 2 B ER B R i AR AR Bk
SRE(E#96,337,0008 L (— BT =4 :
12,245,000/ 7T) °

As at 31 December 2004, the associate had contingent
liabilities in respect of bills discounted with recourse of
approximately HK$6,337,000 (2003: HK$12,245,000).

ZREXEEARAA
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16. & 16. INVENTORIES
EE
THE GROUP
2004 2003
FET FAET
HK$'000 HK$'000
R Raw materials 64,439 55,532
E& @ Work in progress 12,052 8,423
SURK an Finished goods 36,480 10,296
112,971 74,251
BIpK an Ty iR A B35 F(E Finished goods carried at net
ABR realisable value 3,930 2,812
17. ESZRHEHMEWKFIE 17. TRADE AND OTHER RECEIVABLES
AEERETEEZESEFFHE0RZ The Group allows an average credit period of 60 days to its
EEH - trade customers.
BSRKFIAZRESTAT An aged analysis of trade receivables is as follows:
i S
THE GROUP
2004 2003
FET FAT
HK$000 HK$000
RE|HAsk A HEI0—30H Not yet due or overdue within 30 days 90,301 70,427
#EHI31—60H Overdue for 31-60 days 17,156 22,089
iBHEf61—90H Overdue for 61-90 days 10,903 9,722
BHAE B0 H Overdue for more than 90 days 10,490 10,769
128,850 113,007
H b e U k08 Other receivables 10,599 3,395
139,449 116,402
—EENEER

Annual Report 2004
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18. FEUREE & N R FK1E 18. AMOUNT DUE FROM AN ASSOCIATE
R-FEZWNFE+_HA=+—8 ' ZxX The amount as at 31 December 2004 is unsecured, interest
EHAEER - £ 8 REETEE R free and has no fixed terms of repayment.
RZBEZ=F+"A=+—H ' %K The amount as at 31 December 2003 was unsecured, bore
THAERER @ REEEFERTERE interest at prime rate and had no fixed terms of repayment.
[E 7E 32 N HEf o

19. ES R HMENFIE 19. TRADE AND OTHER PAYABLES
FENESRBZEBRSITAOT : An aged analysis of trade payables is as follows:

AEME
THE GROUP
2004 2003
FET F& T
HK$'000 HK$'000

KRB Hsk A HE 0—30H Not yet due or overdue within 30 days 74,908 59,459

B HEI31—60H Overdue for 31-60 days 15,909 12,359

B HEi61—90H Overdue for 61-90 days 10,829 13,515

BHEAFE 90 H Overdue for more than 90 days 7,517 18,172

109,163 103,505

H b fE < SRR Other payables 72,369 54,399

181,532 157,904

ZREXEEARAA
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20. IEHESE 20. OBLIGATIONS UNDER FINANCE LEASES
EEHAEZHE
REES Present value
Minimum of minimum
lease payments lease payments
2004 2003 2004 2003
FET FAET FET FEIT

HK$’000 HK$'000 HK$’000 HK$'000

RE THE GROUP
BMEHRE BN Amounts payable under
IE finance leases:
—F R Within one year 10,142 15,079 9,662 14,355
FE-EERF In the second to fifth year
(BEEMEBIEEAN)  inclusive 7,683 15,911 7,533 15,546
17,825 30,990 17,195 29,901
B B & KA Less: Future finance costs (630) (1,089) - =
HESFZHE Present value of lease
obligations 17,195 29,901 17,195 29,901
W AR —FANEE  Less: Amount due within
WA AR E B E one year shown under
Z A current liabilities (9,662) (14,355)
R—F1%EEZFIE  Amount due after one year 7,533 15,546
AEBZBRERSHBEHEETREMES It is the Group’s policy to lease certain of its plant and
FrFE 2 B K igas o BAEETFH A= machinery under finance leases. The average lease term is
F o REEFHEBREEERR2.76% ° three years. The average effective borrowing rate was 2.76%
METDREIMLEH 2 BETE - FiAMHE for the year. Interest rates are fixed at the contract date. All
&2 RIEHATEBERE - AR leases are on a fixed repayment basis and no arrangements
SRS HE - have been entered into for contingent rental payments.
—EENEFR
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20. MEHESE @ 20. OBLIGATIONS UNDER FINANCE LEASES
(CONTINUED)
R-ZETWNF+—_A=+—8 &% As at 31 December 2004, the Group’s obligations under
BrmEHEsEeEArEBEKE finance leases include an amount of approximately
REEMERE 2 EEMmM LRIEEE HK$17,195,000 (2003: HK$16,613,000) in respect of finance
=8k - REE D RIAA17,195,000% 7T lease arrangements entered into by the Group for the
—ZT LT —F : 16,613,000/ L) ° acquisition of assets owned by the Group.
R-ZFEZ=F+_—_A=+—8 ' && As at 31 December 2003, the Group’s obligations under
E 2 g &AM E T T ERE WS — finance leases included an amount of HK$13,288,000 in
ERAZBARIHE 2 EEME] respect of finance lease arrangements for the acquisition of
U EEEZRHE - FE 13,288,000 assets owned by a subsidiary of an associate. Interest on
BIT c RZFEAN - ZEBREHER obligations under such finance leases of approximately
2 F1 2. #9296,0007%8 7T 5 5% B & A A HK$296,000 for that year was borne by the associate.
i
21. SRITEE 21. BANK BORROWINGS
AEE
THE GROUP
2004 2003
FETT FAET
HK$'000 HK$'000

RITEE AR R B HE © Bank borrowings are secured and comprise:

RITE N Bank loans 73,302 61,321
BB E & Trust receipt loans 14,065 38,616
1T X Bank overdrafts 800 =
88,167 99,937
RITEE 2 ERH The bank borrowings are repayable
DITATR - as follows:
R—FREE Within one year 55,667 83,899
R—FREMFANEE Between one to two years 20,000 16,038
RWFRBRFRNEE Between two to five years 12,500 =
88,167 99,937
B AR —FAREEL Less: Amount due within one year shown under
FIAREBAES current liabilities (55,667) (83,899)
2 BIEH
R—F&EEZHE Amount due after one year 32,500 16,038
RREBEEEEARLT

Karce International Holdings Company Limited
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21. SRITEE @ 21. BANK BORROWINGS (CONTINUED)
RZZZ=F+-A=+—H &% As at 31 December 2003, the Group’s bank borrowings
B2 RITEESREANE BB RE T included trust receipt loans of approximately HK$24,317,000
— [ A | 2 B A 8 2 S WU which were drawn by the Group and on lent to a subsidiary
B3R #924,317,00087C - RAFENRN - of an associate. Interest on such trust receipt loans of
BT —HEEE AR ZHB AR ZIE5T approximately HK$279,000 for that year was borne by the
W4 BT FFI) B 49279,0005% JT B 5% B & subsidiary of the associate.
Az M B A R EE
22, REEBRIEEE 22. DEFERRED TAX LIABILITIES
AEBEBRAZ FEZRETIEA ERE The major deferred tax liabilities recognised by the Group and
AR R BRI R A 2 E B FE IR AR movements thereon during the current and prior years are as
S 3 follows:
TR BEARZ
hn R B 18 1T B BFEEMSH RKIEBF
Accelerated Revaluation Undistributed
tax of land earnings of FR-C
depreciation and buildings associate Total
F AT FET FAET FAET
HK$'000 HK$°000 HK$000 HK$°000
RE THE GROUP
R—_ZZE=F—H—H As at 1 January 2003 70 15,366 = 15,436
1E 7 2 0 B Charge to equity = 774 = 774
72 WA $0 BR Charge to income 48 = = 48
ERER MR =X Effect of change in tax
BE R rate charge to
income statement 6 - = 6
RZTE=F As at 31 December
+=ZA=+—-H 2003 124 16,140 - 16,264
U BE BSs = N A Arising on acquisition of
i £ an associate = = 1,737 1,737
A = Credit to equity = 4,693 = 4,693
FEUA (FABR) 5T A (Charge) Credit to income (124) = 302 178
R-ZEZTME As at 31 December
+—-—HA=+—H 2004 - 20,833 2,039 22,872

R-ZZEZTNF+_A=+—8 ' A& As at 31 December 2004, the Group has estimated unused

= 3t A LA §5 B 12 FE BR B s A 2 K B
i T8 B B [ 5T 49 27,518,000 7T (=
TE =4 : £920,611,00077T) © R
KReLTER BB ERBUEF] - WAL EE
RIELEFIBEE - AAEEBIZER

tax losses of approximately HK$27,518,000 (2003:
HK$20,611,000) available for offsetting 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.

—EENFEFR
Annual Report 2004
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23. PERREERDERRE 23. MINORITY INTERESTS AND LOAN FROM A

EXN MINORITY SHAREHOLDER
K&
THE GROUP
2004 2003
FET FET
HK$'000 HK$'000
LR RS DG Minority share of net assets
ZHEBE - 6,644
LERFEER Loan from a minority shareholder - 3,784
- 10,428
LERRERBEERRER The loan from minority shareholder was unsecured and
interest-free.
24, IR7A 24. SHARE CAPITAL
BHOEE ]
Number of shares Amount
2004 & 2003 2004 & 2003
FE T
HK$'000
ERE Authorised:
BRO1EBIT 2 EBR Ordinary shares of HK$0.1 each 2,000,000,000 200,000
BERITRERE Issued and fully paid:
BRO1EBITzEBR Ordinary shares of HK$0.1 each 550,776,000 55,078
REREXEEERAT

Karce International Holdings Company Limited
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25. @& 25. RESERVES
EE &x
BfEfE PR i
BORE REMAE GHME EEEE At BXHME BRME  Cptl REEH
Share  Capital ~ Special Statutory revaluation Exchange Goodwill redemption Retained am
premium  reserve  reserve reserves  reserve  reserve  reserve  reserve profits Total
FER Fer TAr FEr TAn FEr TAr FEr TEn FER
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$000 HKS'000 HK$000 HKS$'000
r&E THE GROUP
R-ZFE=F-F—H As at 1 January 2003 82,364 35597 19487 6,553 40,799  (1,847) (31,539) 922 98,001 250,337
THREFZER Revaluation surplus on
Ak land and buildings - - - - 238 - - - - 2362
BINEBINERE Exchange differences
FEER on translation of overseas
operations - - - - - 2,760 - - - 2,760
DUBRR R M Minority share of
ZWEREE post-acquisition reserve = = = = (22) = = = = 22)
THREFEREL Deferred tax liabilities
LELHEER arising on revaluation
of land and buildings - - - - (774) - - - - (774)
PERRERMAAMG Minority share of deferred
RIRETERES tax iabilties arising on
LEEREER revaluation of land and
buildings - - - - 8 - - - - 8
BAZZZ-FXRHME  Final dividend for 2002
paid - - - - - - - - QT54) 754)
EREF Profit for the year - - - - - - = - 23050 23,050
W=ZFZT=F+-FA=+—H Asat31 December 2003 82,364 35597 19487 6,553 42,373 913 (31,539) 922 118,297 274,967
THREFZEM[RBH Revaluation surplus on
land and buildings - - - - 17352 - - - - 17352
THREFEREL Deferred tax liabilities
ZELHREEE arising on revaluation
of land and buildings - - - - (4693) - - - - (4,693)
BENZZZ=FKHERKE  Final dividend for 2003
paid - - - - - - - - QT54) 754)
FRET Profit for the year - - - - - - - - 54415 54,415
RZZZMETZA=T—H Asat31December2004 82364 35597 19487 6553 55032 913 (31,539) 922 169,958 339,287

—EENFEFR
Annual Report 2004
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25. f##& ®

25. RESERVES (CONTINUED)

-
g7) B4 B &
HE EER Capital R B %
Share Contributed redemption Retained B
premium surplus reserve profits Total
T FET T FET FE T

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

b NN THE COMPANY
RZZEZE=F—F—H  Asat1January 2003
EN=ZZFZ=F KBS Final dividend for 2002 paid

F R F Profit for the year

RZBEZE=F As at 31 December
+=A=+-—8 2003

ENZZZT=FKHMRE Final dividend for 2003 paid

F N F Profit for the year

RZETMF As at 31 December
+=A=+-—8 2004

REBZFHRIFETIRIESEEEA -

AR R BIME AR 2 B 31T RARER
HEME AR 2B BITRAMEEZ
fxAmEZER -

AEBZERFHEHIRIBEEEEAE -
EFREURENEB QR 2 KA
mmELZHEE AR —RHTBRF]
R A &AL -

AR E 2R R A EAR AR
Y 2 )2 75 B B A
S TR

ANEEE 2 (R B i I B 45 A AN e [ g
NEMRE 417,120,000 BT (—ZEE
=4 : 8,744,000/ JT) °

ZREXEEARAA

Karce International Holdings Company Limited

82,364 68,510 922 12,356 164,152
- - - (2,754) (2,754)
_ _ - 14,177 14,177

82,364 68,510 922 23,779 175,575
- - - (2,754) (2,754)
- - - 44,742 44,742

82,364 68,510 922 65,767 217,563

The special reserve of the Group represents the difference
between the nominal amount of the share capital issued by
the Company'’s subsidiaries in exchange for the nominal value
of the issued share capital of other subsidiaries pursuant to
the Group's reorganisation.

The capital reserve of the Group represents the reserve arising
from the acquisition of a further interest in the share capital
of a subsidiary at nil consideration pursuant to the Group’s
reorganisation and capitalisation of retained profits of a
subsidiary.

The statutory reserves of the Group represent reserves
required by the relevant PRC laws applicable to the Company’s
PRC subsidiaries.

The retained profits of the Group include an amount of
approximately HK$17,120,000 (2003: HK$8,744,000) retained
by an associate of the Group.
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25. #&E @ 25. RESERVES (CONTINUED)
AR A 2 BHEERTIEZAN A 5 B M The contributed surplus of the Company represents the
BRAZmERRESE B RARQT difference between the consolidated shareholders’ funds of
RIZ S E SRR IEWRE AT EITRGD the subsidiaries at the date on which they were acquired by
HEZRE ° the Company, and the nominal amount of the Company’s
shares issued for the acquisition pursuant to the Group’s
reorganisation.
BIE—NAN—FBREQRE (EE In addition to the retained profits, under the Companies Act
1) BRIRE & AN - BHAERINA] 1981 of Bermuda (as amended), contributed surplus is also
ok T &5 AR - MEf available for distribution to shareholders. However, the
Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus if:
(@) AR IZfHZEFKER @ 8 (@) the Company is, or would after the payment be,
S E N EERGEIHAZ B 1E unable to pay its liabilities as they become due; or
=
(b) ZAAaEZAEREEBRMD (b)  the realisable value of the Company’s assets would
REBERE ZETRANER KD thereby be less than the aggregate of its liabilities and
mERZEE - NAAATE its issued share capital and share premium accounts.
SRS ARE KEBEMA
SREPRIER DR o
FERE  AARAHSIK T ERER In the opinion of the directors, the Company’s reserves
ZEBWT available for distribution to shareholders were as follows:
2004 2003
FET FAET
HK$'000 HK$°000
EHAB® Contributed surplus 68,510 68,510
R A % A Retained profits 65,767 23,779
134,277 92,289
—ZTHEFER

Annual Report 2004
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26. TEHFRERH 26. MAJOR NON-CASH TRANSACTIONS
FA - ANEBEEFY TRERELHEK During the year, the Group entered into finance lease
BTAREBEMBEA2EE - IRHEE arrangements in respect of the acquisition of assets owned
il 25 A S IRF 488 7R B 4 #910,465,000 by the Group with a total capital value at the inception of the
BT (ZZEZE =4 : 10,052,000 #JT) ° leases of approximately HK$10,465,000 (2003:

HK$10,052,000).

REZZZ=F  ANEENFIZEME In 2003, the Group also entered into finance lease

EZHRET —HBE AR ZHBEA arrangements in respect of the acquisition of assets owned

RIFTEA 2 B E @ SR EERIBER by a subsidiary of an associate with a total capital value at the

B4R & AN B /& #910,100,0008 7T © B inception of the leases of approximately HK$10,100,000. The

RATRIE B 5T A FE U E & A B RIEH o amount was included in amount due from an associate.
RREBEEEEARLT

Karce International Holdings Company Limited
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27.

B R & 27.

BIBERRRR—NANANFZA+EHE
RN 2 RS RST8] ([8 R AR
) ARBEEFFRAAARTE R
EEMAMRBRARZAERERERRE
ERERBRBEARBARBKSD -

R-_ZTZTZE+—_HA=+—8 - &
RIRE R RERT 3% LR B 31T
RERE - TARBEFERLEZR
EREER _ZEZT=F+tA-+=8
E

MRAFEREFERN  REERER
2R —EEEF LA -+ AR
HEFRITHE(E A0.528 BT 2 AN A A)

HE-_ZTTNF+_A=1+—HIEFE
For the year ended 31 December 2004

SHARE OPTION SCHEMES

Pursuant to the Company’s share option scheme (the “Old
Share Option Scheme”) which was adopted on 14 February
1998, the board of directors of the Company may grant
options to eligible employees, including directors, of the
Company and any of its subsidiaries to subscribe for shares in
the Company.

As at 31 December 2004, there were no outstanding share
options granted under the Old Spare Option Scheme. All of
the options granted in prior year were lapsed on 23 July
2003.

Details of movements during the year and prior year in the
Company’s share options which were granted on 24 July
2000 pursuant to the Old Share Option Scheme at an

RIBREZBEBFIBTOT exercise price of HK$0.528 per share are as follows:
TERABRELETROTZROHE
Number of share to be issued
upon exercise of the share options
R=B2=% R=-B2=F R-ZENEF
-A-H +=H=+-H +=A=t-H
&R REREN &R RERXH &R
Balance Lapsed Balance Lapsed Balance
as at during as at during as at
B Capacity 1.1.2003 the year 31.12.2003 the year 31.12.2004
= Directors 4,324,000 (4,324,000) = = =
(== Employees 3,824,000 (3,824,000) = = =
8,148,000 (8,148,000) - - -

ERERETSIIRBER=_ZZ =

AAZTNHAARARBRZRKRER
FREKRIE - MHARBIAEE] ([FR
FERAERTEI]) O R B R R - RIB
AT B T B TR R TR 2 LT AR Al
N7 BEZ2EMEETHA - BRIFEXRAQ A
TR BRI ERBRERSIE — P&
HE A REERSE - FTA R EREBARE
FrEIRIERTBE & 2 RB AR
BIRHREEARRER -

The Old Share Option Scheme was terminated pursuant to
the annual general meeting held by the Company on 29 May
2002 and a new share option scheme (the “Share Option
Scheme"”) was adopted on the same date. The Share Option
Scheme complied with the amended rules of Chapter 17 of
the Rules Governing the Listing of Securities on the Stock
Exchange. Except that the Company can no longer grant any
further share options under the Old Share Option Scheme, all
share options granted prior to the termination of the Old
Share Option Scheme will remain in full force and effect.

—EENFEFR
Annual Report 2004
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27.

RIERETE @

RS AT B T B ER A B HRE AT+ 4F
BRRER  BEGTE BETER
REERE o IRIZZBRESS - B
2R MG ARSEE XN RERE -
BREARARENBAR ZEERE
EURBARA R -

TR R IR R IE B = 8 S AN R B B A
Z HAFT I B 2 P MR TT (R
HERRE BT 2 I BB - TSHEB
EAREARR R TR Z230% °
RIE RIS AR B AR R ER A 2 H
5B RTRESR 2 RS A 2 B R X
MEB TN SEARMAAPARFE %
TTRRAD 48 2810% ° AJ BE[A{E (A A 3%
T2 RBREZ RN BB TSHE
BRER + @A MR AR R ET
B D 2 1% °

IR NIRRT R B A S B
1787 > REBRER AEAZSTRE
ferEE B - EZERBEREXR
2% B HA R RS A kB AR AT AR
(A FE B2 HEITE - ITEETD
RARAESEE @ W MERRE
BHERR ) B BB D TR 52 P 2 T (B
ZERBRERE BRI AERS A
RS0 1A gt 22 P ¥ 19 W B e B A TN B
ZBEE o

B 72 8 A HE 51 B & SR A% DA SR L AR IR
R B R B E AR ARE -

ZREXEEARAA

Karce International Holdings Company Limited

27.

SHARE OPTION SCHEMES (CONTINUED)

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. Pursuant to the Share Option
Scheme, 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 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 share 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 options have been granted pursuant to the Share Option
Scheme since its adoption.
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28.

RIREF T E

$§%II—JET/A:§$§¢+_H§T
32 @B ATR S R ER S 2 58 Hil 1%

F/i\.ﬁ'iﬂ(ﬁﬂi aHE1)) MR
RETEIGRDIE RD 2 R kG &) (15
FRWFHE) - ZATBI 2 BEERARE

BrzBESFRE  XHBIZIEFEA
| o FERRZRIE AT EIRTE BB

RN BIR B 2 B R AR BRI
REH B ERESHE - A
FER-BEEFT-A—ARZk

MAREEZHES - BILEMAR
B sHEl -
SFAER R ZRINE A FH IR TR

B EIR AR E 2 KR E AR E
XN ZHK - HEERNTEERESR
FRETR BB SER KT8 - RIDR UG

ARG RO A AR 5 B 2R 2 HR K e

FRN - RARBFFEZERDOE
885,000 %ﬁ(_$$:¢ o
1,483,000 /& JT) ° 4 A 2 U 4

RIZBZMEFEF—F=+—0H ' K&
@IEEHE&H&#%’K—H#\#E%H%%
RRFHEI 2 RABE K -

28.

HE-_ZTTNF+_A=1+—HIEFE
For the year ended 31 December 2004

RETIREMENT BENEFITS SCHEMES

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
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.

During the year, the retirement benefits scheme contributions
are approximately HK$885,000 (2003: HK$1,483,000). There
was no forfeited contributions.

As at 31 December 2004, the Group did not have any
forfeited contributions available to offset future employers’
contributions to the ORSO Scheme.

—EENFEFR
Annual Report 2004
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29. HAREE 29. CONTINGENT LIABILITIES
& NN
THE GROUP THE COMPANY
2004 2003 2004 2003
FET FET FET FET

HK$°000 HK$°000 HK$°000 HK$'000

HTINRABBAZ Guarantees given to banks
BITEEMRTT in respect of banking
fE 2 A facilities utilised by:
— B8 A A — subsidiaries - - 62,567 46,022
— — A& QA — an associate 101,064 32,436 101,064 32,436
101,064 32,436 163,631 78,458
30. EAEAE 30. CAPITAL COMMITMENTS
A5
THE GROUP
2004 2003
FET & T
HK$’000 HK$000

BENERRTBRE Capital expenditure in respect of the acquisition of

REBEHEZIWEDE - property, plant and equipment contracted for but
BMERZEZEAAS not provided in the financial statements 1,226 3,356
AABEEREKRE RNEE - The Company did not have any significant capital commitment.
EREEXEEERAT

Karce International Holdings Company Limited
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31. KREBEERSE 31. OPERATING LEASE COMMITMENTS
AEBEERABEAN The Group as lessee:
REEER - A5 EFE *ETFEATW A As at the balance sheet date, the Group had commitments
MEm TAIRGHEEHEMFE R for future minimum lease payments under non-cancellable
FRYES Nz HEREBESRER operating leases in respect of office premises which fall due
TS @ as follows:
&
THE GROUP
2004 2003
FET FAET
HK$'000 HK$°000
—F R Within one year 433 1,092
FE_EFERF In the second to
(EEMEBEEN) fifth year inclusive 165 523
AFEMNUE Over five years 21 68
619 1,683
HEZRSABTCHESE Y - BH— Leases are negotiated for terms range from one to seven
+4F o years at fixed monthly rentals.
RN B I A A o] 45 8 7 & A o The Company did not have any operating lease commitment.
AEBFEHEEAKN The Group as lessor:
REEE TYHEBIREEHEEMEE - Certain of the Group’s properties have been rented out under
HEMHER —ZERFANEFHZTHRME - operating leases. These properties have committed tenants
for one to five years.
REFERB  AEEEMEE T ER% As at the balance sheet date, the Group had contracted with
HIEBERFTZLE A : tenants for the following future minimum lease payments:
&
THE GROUP
2004 2003
FET FAT
HK$’000 HK$°000
—F R Within one year 141 141
E_EZFERF In the second to
(HEMEEEEN) fifth year inclusive 319 460
460 601
—EENEFR

Annual Report 2004
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32. EEIKF 32. PLEDGE OF ASSETS
REZZFEZNF+=—A=+—H ' & As at 31 December 2004, the Group’s land and buildings
® & 18 HBRHE{E 4 180,910,0008 7T (— with carrying value of HK$180,910,000 (2003:
TZT =4 : 157,730,000/%8 L) Z T b HK$157,730,000) were pledged to banks to secure general
RIEFEM TRT - UERERTARE banking facilities granted to the Group.

Bz —RBTHRE -

33. EAEALRS 33. RELATED PARTY TRANSACTIONS
FERN - AREEEREES AT REMBA During the year, the Group entered into the following
AIFIM AR S - transactions with the associate and its subsidiaries:
2004 2003
FET FAETT
REMHE Nature of transaction HK$°000 HK$°000
NEBVEHR 28 (Hfita) Sales by the Group (note a) 38,057 31,858
AN B UCER 2 A B (Bf&Eb) Interest charged by the Group (note b) 2,100 2,121
AN ER B U ER 2 SN Subcontracting fee income charged
MIBUWA (B iFc) by the Group (note c) 2,537 731
RNEE W 2 H KA Rental income charged by the Group
(Kt 5tc) (note ¢) 2,562 721
7N £ [ U BR 2 B Computer system expenditure charged
RERZ (M) by the Group (note c) 3,074 —
REB AR 2YZE - BE  Property, plant and equipment transferred
=il (M aEc) by the Group (note c) 14,103 4,861
A BEE R HIR T A AR The above transactions were entered into on the following
bases:
a. HEXRZNIEMEELT - a.  Sales transactions were carried out at market price.
b. MEEQRRAERSFEMKE 2 b.  Interest was charged at LIBOR or prime rate on the
BTy iz fm 2R 1T R 2 47 B 5k amounts owed by an associate.

REBMNEGFE -

c. HNHIMIBYRA - HEBHA c.  Subcontracting fee income, rental income, computer
ERESGHRZIREHEDEE - & system expenditure and sales of property, plant and
EREBZEDIEIREFREZ equipment were carried out at rates/amounts agreed
Bi% S REHEIT © by the parties involved.

RREBEEEEARLT

Karce International Holdings Company Limited
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34. fiE AT z&EH 34. PARTICULARS OF SUBSIDIARIES

R-FEMEF—A=+—8 A2
AZHBAREENT

Particulars of the Company'’s subsidiaries as at 31 December
2004 are as follows:

BERTRZE
E A A 3L BREZBERE/ A5H
HEL/ HEfEA P
XL Nominal value of RAER
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld FE#%
Name of company operation registered capital by the Group  Principal activities
EMEEERAF B 287 (ERR) 100%  NEE
Champeace Investment Limited Hong Kong HK$2 Inactive
Ordinary shares
China Ample Investments Limited KERTHE 1= (EER) 100%  TER
British Virgin US$1 Inactive
Islands Ordinary shares
RERMZEETERAA HE 103,367,5897% It 100% HERHEEFHER
Dongguan Humen Taida PRC (FEME ) EFREERERER
Electric Co., Ltd. HK$103,367,589 Manufacture and sale of
Registered capital electronic calculators,
electronic organisers and
related products
RERBAETARAA HE AR 3,000,007 100% HERHEEFHER
Dongguan Karce Electronics PRC (FEMEX) EFREEREBER
Co., Ltd. Rmb3,000,000 Manufacture and sale of
Registered capital electronic calculators,
electronic organisers and
related products
EOAEEEGRHRERAF HE 38,000,0007% 7T 100% SHERHELE
Dongguan Shatian Tehsheng PRC (G E=R) EEBER
Silicon Rubber Products Co., Ltd. HK$38,000,000 Manufacture and sale
Registered capital of conductive silicon
rubber products
REEEETARAA HE 8,000,000% 70 100% HERKELE
Dongguan Tehsutec Electronic PRC (FEMEX) ERBEM
Company Limited HK$8,000,000 Manufacture and sale
Registered capital of conductive silicon

rubber products

—EENFEFR
Annual Report 2004
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34. BT 2&EHR ) 34. PARTICULARS OF SUBSIDIARIES (CONTINUED)

BEETRZY
1A A 3L BREBRE/ r5E
HEE/ M E A P
L Nominal value of R4 &
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld EE#H
Name of company operation registered capital by the Group  Principal activities
REFUETERAA ([FW]) g 26,224,0007% 7T 100% SRERFENREER
Dongguan Tai Shan Electronics PRC (G B A) Manufacture and sale
Co., Ltd. ("Tai Shan") HK$26,224,000 of printed circuit
Registered capital boards
EREEBERAR RERAES 1003% 7T (LK) 100%  RAERK
Dragon Spirit Enterprise Limited British Virgin Us$100 Investment holding
Islands Ordinary shares
Habermann Limited RERLHE 2% (EAR) 100% HERR
British Virgin uss$2 Investment holding
Islands Ordinary shares
FREXABRAF B 10,0008 7z (& @ MR) 100%  REFGBAN
Hong Shing Industrial Limited Hong Kong HK$10,000 Sourcing of silicon
Ordinary shares rubber components
Jet Master Limited KERTHE 100E 7 (& EAR) 100%  HEAERK
British Virgin Us$100 Investment holding
Islands Ordinary shares
Joyham Jade Limited RERAHS 2% (EAR) 100%  RAHERK
British Virgin uss$2 Investment holding
Islands Ordinary shares
TEERAA Bt 10,0008 7z (& @ MR) 100% EF:EHR EFLER
Karce Co. Limited Hong Kong HK$10,000 REBERE S
Ordinary shares Trading in electronic
calculators, electronic
organisers and related
products
TRBAXEERAA ERELEHS 2% (EmkR) 100%  NEE
Karce Communications Limited British Virgin Us$2 Inactive
Islands Ordinary shares

ZREXEEARAA

Karce International Holdings Company Limited
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34. PARTICULARS OF SUBSIDIARIES (CONTINUED)

BRTRZEY
E A A 3L BREERE/ A5H
HEE/ gL P
EE3: Nominal value of IR A
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld TE¥K
Name of company operation registered capital by the Group  Principal activities
TEETARAH BB 28 (Eak) 100% RETHRERRS
(A ELERLA]) Hong Kong HK$2 Provision of
Karce Electronics Limited Ordinary shares administrative and
(formerly known as management services
Sunmaster Co., Limited)
TAEFIAERAR BB 20,0007 7T (E@R) 100% BERHEETHAER
Karce Electronics Toys Limited Hong Kong HK$20,000 Manufacture and trading
Ordinary shares of electronic toys
MEBEXERAA % 10,000 7 (& & AR) 100% BFiEl BFLEE
Master Key Industrial Limited Hong Kong HK$10,000 REBEME S
Ordinary shares Trading in electronic
calculators, electronic
organisers and related
products
ZRERBRAA KERTHE 10,000 7t (& &%) 100% REER
On Shing Holdings Company Limited British Virgin US$10,000 Investment holding
Islands Ordinary shares
RRBHERRERAA ) 10,000 7 (& & M%) 100% HERKESHEREER
On Shing Telephone Keypads Limited Hong Kong HK$10,000 Manufacture and sale of
Ordinary shares telephone keypad
products
Redditch Enterprises Limited RERAHE 10,000% 7t (& &%) 100%  RAER
British Virgin US$10,000 Investment holding
Islands Ordinary shares
Sabic Electronic Limited KBRS 2= (EER) 100% RABBRREFFHER
British Virgin uss$2 =
Islands Ordinary shares Investment holding and

trading in electronic
calculators

—EENFEFR
Annual Report 2004
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34. B AR ZER @

34. PARTICULARS OF SUBSIDIARIES (CONTINUED)

BEETRZY
1A A 3L HBREBERE r5E
HEE/ M E A 1k
L Nominal value of RAESR
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld EE#H
Name of company operation registered capital by the Group  Principal activities
FREFERXERDA Bt 200,000 7T (& @) 100% REBSRERS
T & S Industrial Company Limited Hong Kong HK$200,000 Provision of
Ordinary shares purchasing agency
services
Tachibana Limited RERAEHS 1003% 7T (LK) 100%  BEARR
British Virgin Us$100 Investment holding
Islands Ordinary shares
HEEFERAA REELHE 1ET (EBk) 100%  REER
Xinyu Electronics Limited British Virgin Us$1 Investment holding
Islands Ordinary share

S A Redditch Enterprises Limited J3 F4

RAREEHES o

B A P B R S22 M /B8 X RIF LASNE

M RFEM -

R-_EZENF+_A=+—H=FR
R - BB A RS EAT] (4 R E

BZEBES °

ZREXEEARAA

Karce International Holdings Company Limited

Only Redditch Enterprises Limited is directly held by the

Company.

All the subsidiaries established in the PRC are registered as
foreign investment enterprise.

None of the subsidiaries had any debt securities outstanding
as at 31 December 2004 or at any time during the year.
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35. FERRKER

M

)

R=ZZEZTRAF—AMA - A&
BEFE=HEI k0 HEHE
RAEAARZEZEEZENEB QR
EREEFARATZEH
f%#E + {X{& 412,000,000/ T °
B EIE AT 15 & A 492,974,000
BLTER_ZETRAF+_A=
+—BILEFEELE - RSFHIB
RAQAR—_ZEERAF—A=+
THZBEANIEE -

R-ZEZTRE=A=+—8
7N £ B %3 o it BT 5 1 5T B
ZERRBRTHERR - R
8 B 5% Bt & /A 7] #5177 5,009,000
ez AR ES -~ 62,6129
S #E 7% 12 904,97 3% L im A% 1 o
KEBEEMACIIRESR LB D
30.8%1% N ZE 4939.2% °

HE-_ZTTNF+_A=1+—HIEFE
For the year ended 31 December 2004

35. SUBSEQUENT EVENTS

(1)

)

On 4 January 2005, the Group entered into an
agreement with a third party to dispose of its entire
equity interest in Dongguan Tehsutec Electronic
Company Limited, an indirect wholly-owned subsidiary
of the Company, at a consideration of HK$12,000,000.
The gain arising from the disposal of approximately
HK$2,974,000 will be recorded in the year ending 31
December 2005. Details of the transaction has been
disclosed in a circular of the Company dated 27
January 2005.

On 31 March 2005, the Group assigned to the
associate the loan and advances as mentioned in note
15 above in consideration of the issuance of
CDN$5,009,000 of convertible debentures, 62,612
warrants and 904,973 common shares of the associate.
The Group’s attributable equity interest in ACI has since
then increased from approximately 30.8% to
approximately 39.2%.

—EENFEFR
Annual Report 2004



