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HIGHLIGHTS

M=

The Group’s turnover increased by approximately 5.03 per cent.
to approximately HK$375,987,000.

Loss for the period was approximately HK$38,708,000.

Profit after tax for the period ended 30 June 2007 was
HK$8,696,000, excluding total impairment loss on available-for-
sale investment of approximately HK$16,000,000, decreased
by 285.5 per cent to a loss of approximately HK$16,127,000
for the period ended 30 June 2008, excluding total impairment
loss on available-for-sale investment of approximately
HK$22,581,000.

Bank balances and cash was approximately HK$47,530,000.
Total net assets was approximately HK$385,587,000.

Total indebtedness (including bank borrowings and obligations
under finance leases contracts) of the Group were approximately
HK$58,606,000, representing approximately 15.2 per cent. of

the total shareholders’ equity.

Basic loss per share was approximately HK$6.14 cents.

TN E2 B 2 FE IR N 495.03% 2 49375,987,000
BT

N HE518 4938,708,000/8 7T °

HE - ZTHEA=+HI-HEZBH
BHEANTRETHREEREREEBES
$£#916,000,0007% 7T.) 48,696,000/ 7T,
BA285 5% EHE_TTNF AT
HIEERE BB EER (TRETHDE
wEREEEA H£422,581,000/% 7T) 4J
16,127,000 7T °

IRT1TH#E 5 N I8 & 49 B 47,530,000/ JT °
488 & F{E #9385,587,000/8 7T °
AEBEHEESE (RERTEERGBEMR

EAWNEE) 44558,606,00048 T » 1%
HESBEEL152% o

FREREIELNR6.1481
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The board of directors (the “Directors”) of Karce International
Holdings Company Limited (the “Company”, together with its
subsidiaries the “Group”), present herewith to the shareholders of
the Company the unaudited consolidated interim results of the
Group for the six months ended 30 June 2008. The Company’s
audit committee has reviewed the interim results.

CONDENSED CONSOLIDATED INCOME
STATEMENT

For the six months ended 30 June 2008 BE-_ZZ N \FXA=1+HIEAREA

Six months ended 30 June
BEAA=tHLXEA

2008 2007
—EENE —TTLF
Note HK$’000 HK$'000
Bt 5 FHEx FHT
(unaudited) (unaudited)
(RBEZ) (REgeEZ)
Revenue W g 2 375,987 357,996
Cost of sales THE AR (339,682) (297,546)
Gross profit EF 36,305 60,450
Other income H A 3 1,384 739
Distribution costs HiHE R (4,637) (5,409)
Administrative and other TN R H A
operating expenses ZiER X (45,323) (44,349)
Finance costs BhE KA 4 (2,451) (1,993)
Impairment loss on available- AHEEREZ
for-sale investment VERIEN i (22,581) (16,000)
(Loss) before taxation BrE AT (E18) 5 (37,303) (6,562)
Taxation IR 6 (1,405) (742)
(Loss) for the period RHE (E518) (38,708) (7,304)
(Loss) per share Bk (B#8) 7
Basic (HK cents) B (B (6.14) (1.34)
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CONDENSED CONSOLIDATED BALANCE SHEET EHEEEERER
As at 30 June 2008 RZZEZENFAA=1+AH
30 June 31 December
2008 2007
—EENE ZTELF
ANA=+H +ZA=1+—H
Note HK$’00_0 HK$\’OC@
ki THET FHET
(unaudited) (audited)
(REER) (&%)
NON-CURRENT ASSETS FRBEE
Investment properties wEWE . 75,556 71,579
Property, plant and equipment M - WER&E 8 254,613 252,095
Prepaid lease payments B E 18,545 18,046
Club debenture EMES 1,180 1,180
349,894 342,900
CURRENT ASSETS RBEE
Inventories FE 101,968 129,030
Trade and other receivables g5 N E M E YRR 9 155,336 109,277
Available-for-sale investment AHHERE 946 29,541
Derivative financial instruments MTEEFIA 2,971 5,543
Bank balances and cash RTEEEES 47,530 53,179
308,751 326,570
CURRENT LIABILITIES REBEE
Trade and other payables B 5 N B FE A R 10 152,510 171,153
Derivative financial instruments MESBMIA 23,158 22,734
Tax liabilities BIEAE 16,999 18,651
Obligation under finance leases — MEMESRE -
due within one year R —F R 3,074 3,714
Bank borrowings — RITRE -
due within one year R—F R EH 51,275 46,494
247,016 262,746
NET CURRENT ASSETS RBEEFE 61,735 63,824
411,629 406,724
CAPITAL AND RESERVES BEXRE#E
Share capital R 65,236 54,436
Reserves [ 320,351 320,595
385,587 375,031
NON-CURRENT LIABILITIES FRBEME
Obligations under finance leases — MEMERT -
due after one year R — IR E|H 1,431 1,887
Bank borrowings — due after one year $RITEE — RN —F 1% 5| H 2,826 9,164
Deferred tax liabilities REFRIEEE 21,785 20,642
26,042 31,693
411,629 406,724
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NOTESTO THE CONDENSED FINANCIAL
STATEMENTS

For the six months ended 30 June 2008

1

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES

The unaudited condensed consolidated financial statements have
been prepared in accordance with Hong Kong Accounting Standard
(“HKAS”) 34, “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) and on a
basis consistent with those followed in the preparation of the annual
financial statements of the Group for the year ended 31 December
2007.

In the current interim period, the Group has applied, for the first
time, the following new interpretations (“new Interpretations”) issued
by the HKICPA which are effective for the Group’s financial period
beginning on 1 January 2008.

K (IFRIC) — INT 11 HKFRS 2 — Group and Treasury Share
Transactions
HK (IFRIC) — INT 12 Service Concession Arrangements
K (IFRIC) — INT 14 HKAS 19 — The Limit on a Defined

Benefit Assets,
Minimum Funding Requirements and
their Interaction

The adoption of these new Interpretations has had no material effect
on the results and the financial position of the Group for the current
or prior accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been issued
but are not yet effective.

HKAS 1 (Revised) Presentation of Financial Statements'

HKAS 23 (Revised) Borrowing Costs'’

HKAS 27 (Revised) Consolidated and Separate Financial
Statements?

Puttable Financial Instruments and
Obligations Arising on Liquidation’

Vesting Conditions and Cancellations'

HKAS 32 and HKAS1
(Amendments)
HKFRS 2 (Amendment)

HKFRS 3 (Revised) Business Combinations?

HKFRS 8 Operating Segments?

HK(IFRIC) — INT 13 Customers Loyalty Programmes?®

~
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BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (Continued)

! Effective for annual periods beginning on or after 1 January 2009.

2 Effective for annual periods beginning on or after 1 July 2009.

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

The adoption 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
that do not result in a loss of control, which will be accounted for as
equity transactions.

The directors of the Company (the “Directors”) anticipate that the
application of other new or revised standards, amendments or
interpretations will have no material impact on the results and the
financial position of the Group.

SEGMENT INFORMATION

Business segments:

For management purposes, the Group is currently organised into
three principal operating divisions — electronic products (mainly
electronic calculators & toys, SIM card readers and other electronic
products), conductive silicon rubber keypads and printed circuit
boards. These divisions are the basis on which the Group reports
its primary segment information. Inter-segment sales were made at
cost plus mark up.

RREERFTESFHBE (B)

' RZBTEAF-A—RAsz®&Mn
Erﬁﬁi&o

2 RZZFETZNFLA-AHZREMER
FREHRER -

8 RZBENFEA-RAHZRHES
FREHRERR -

RNBEMBMSEAFEIR (BT A
EREETEHRERMA _TTAFEA—
Az &MMmBEEFRAZMG AR
BEBEHZEFRIE - BB ERF
275 (RIEF]) B e X BEEHE ARNKE
”T%%ﬁ%;nﬁﬁ$§%ﬁ%£%ﬁ
BzEtRE REHBIERERS

ARBEE([EF]) BHRMEMIFT X
RIERTER - BB BEHARBE 2 X8
KA BRI EERERTE -

2 EE R

BEHE D -

REREMS » AREBMA=EXELE
BMPIEKN - EFEM(TEBETHER
MinH - BtERLEMETFES) -
BEEBRBRENANRERR - KAEETS
BB b g BRPIMEETEDAER -
BRI E IR A IREF -
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SEGMENT INFORMATION (Continued)

Business segments: (Continued)

Segment information about these businesses is presented below:

oEWER (H)
BFEHE D

: (&)

RERBZOMERZINMT ¢

Unaudited

For the six months ended 30 June

~N

%
BEARZ= ‘I' AiEAEA
2008 Conductive
silicon Printed
Electronic rubber circuit
products keypads boards Eliminations Consolidated
—EENE BE
EREB ZIE
ETER e BEER R ey
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TER TER TER TER TER
REVENUE WE
External sales I EBIHE 301,467 32,324 42,196 - 375,987
Inter-segment sales HEEE 2,052 9,555 14,068 (25,675) -
Total s 303,519 41,879 56,264 (25,675) 375,087
RESULT £
Segment result DEEE 4,485 (4,442) (8,846) - (8,803)
Unallocated corporate expenses KA Bz (¥R X (4,249)
Finance costs REMA (2:451)
Gain on fair value change of financial 74 &8 T &7
derivative instruments NHEZE 2 W 781
Impairment loss on AHHEREY
available-for-sale investment HEBE (22,581)
Loss before taxation BB E 1B (37,303)
Taxation I (1,405)
Loss for the period RHIEE (38,708)
Unaudited
For the six months ended 30 June
RICEZ
BESA=THIEAEA
2007 Conductive
silicon Printed
Electronic rubber circuit
products keypads boards  Eliminations  Consolidated
T BF
A ENgY .
EFEM bizg:ed EER MO ey
HK$'000 HK$'000 HK$’000 HK$'000 HKS OOO
FHET FHT FHET FET FHT
REVENUE @
External sales IhERsHE 265,587 46,583 45,826 = 357,996
Inter-segment sales RS 4,029 8,849 14,676 (27,554) =
Total FERS] 269,616 55,432 60,502 (27,554) 357,996
RESULT E4
Segment result DEEE 15,539 1,043 (4,630) — 11,952
Unallocated corporate expenses &7 2 ¥ % (521)
Finance costs BMAMAE (1,993)
Impairment loss on ARHEREL
available-for-sale investment REEE (16,000)
Loss before taxation BRERIEE (6,562)
Taxation HIB (742)
Loss for the period AHEE (7,304)
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2. SEGMENT INFORMATION (Continued)
Geographical segments:
The Group’s customers are principally located in Hong Kong, the
People’s Republic of China (other than Hong Kong) (the “PRC”),

Europe, Japan and America.

The following table provides an analysis of the Group’s sales by
geographical market:

o EER ()
w15 &5

AEBEZEFPIENHNER PEAR
HAE (FERIN ([FE]) - BN - AA
e

REEHERTISHWHE D 22T AT -

Turnover
For the six months
ended 30 June
EXER
BEXA=t+THLEAREA

2008 2007
—EENF —ETHF
HK$°000 HK$'000
FHERT THET
(unaudited) (unaudited)

(REER) (REER)

resold to other markets.

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

Hong Kong (note a) 7% (Mista) 152,743 124,305
Europe HO 78,352 61,245
PRC e 38,232 52,801
Japan (note b) H A (Ft3Eb) 39,587 46,660
America ES 26,055 35,178
Other Asian countries =N 33,736 31,489
Others H b b [ 7,282 6,318
375,987 357,996
Notes: B 5T
(@) The Directors believe that a portion of the Group’s sales @ EZSHEEEMESMEAEEZ
attributable to the Hong Kong market was subsequently HEREAN P ZREETEMT

15 o

b) EFSHEERAMEAEAREZ
RO BHERRKBEERET

i .
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3.

Other income

Htr A

Six months ended 30 June

BEANA=tHLEAEAR

~N

2008 2007
—EENF —ETLF
HK$’000 HK$'000
FEx FHT
(unaudited) (unaudited)
(REER) (CREEZ)
Other income mainly includes: HEMWAETZBE
Bank interest income HRITHF B WA 324 722
Gain on fair value change MEemMIEZATES
of financial derivative instruments 2 WEs 781 —

Finance costs

BMERA

Six months ended 30 June

BEANA=tHLEAEAR

2008 2007
—EENFE —ETLF
HK$’000 HK$'000
FET T
(unaudited) (unaudited)
(REEX) (CREEEZ)
Interest on: FERTF S

Bank borrowings wholly repayable BN AFRNBHEE 2
within five years RITIEE 1,752 1,696
Obligations under finance leases BEMERMT 699 297
2,451 1,993
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5.

(Loss) before taxation 5.  BR¥AE (BB
Six months ended 30 June
BEAA=+THLAEAR
2008 2007
—EENF —EELF
HK$’000 HK$'000
FEx FHT
(unaudited) (unaudited)
(REEER) (CREEZ)
(Loss) before taxation has been Briial (B18) &40/ T 7
arrived at after charging: HH&E :
Depreciation and amortisation rEREH
— Property, plant and equipment — ME - WEREE 19,602 17,313
— Prepaid lease payments — BNEE 246 227
Loss on disposal of property, HEME - BREREHE
plant and equipment ZEBE - 1
Allowance for doubtful debts RERFE 142 999
Allowance for obsolete and slow PRE KB HTF BB E
moving inventories 996 75
Operating lease rentals wEHERS 484 916
Staff costs & B AR 83,821 78,143
Taxation 6. HiE
Six months ended 30 June
BEXA=+tHLAEA
2008 2007
—EENFE —ETELF
HK$’000 HK$'000
FERT FHEIT
(unaudited) (unaudited)
(REER) (REEER)
The charge comprises: RIS P EE
Hong Kong Profits Tax EENFH 338 476
PRC enterprise income tax RE TSR 1,067 266
1,405 742
Deferred taxation ERERIA - —

1,405 742
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Taxation (Continued)

Hong Kong Profits Tax is calculated at 16.5% (six months ended 30
June 2007: 17.5%) on the estimated assessable profit attributable
to operation in Hong Kong during the period.

PRC enterprise income tax is calculated at the rates prevailing.
(Loss) per share

The calculation of the basic loss per share is based on the Group’s
unaudited net loss attributable to equity shareholders of the
Company for the six months ended 30 June 2008 of approximately
HK$38,708,000 (six months ended 30 June 2007: net loss of
approximately HK$7,304,000) and the weighted average number
of 652,356,000 ordinary shares (six months ended 30 June 2007:
544,356,000 ordinary shares) in issue during the period.

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

Additions to property, plant and equipment
During the period, the Group spent approximately HK$8,840,000
(six months ended 30 June 2007: approximately HK$17,418,000)
on acquisition of property, plant and equipment.

Trade and other receivables/bills receivable

The Group allows an average credit period of 60 to 90 days to its
trade customers.

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

\
BiE ()

ERNERIRAYREBER 2 AR
APEMIA16.5% 2 K (HE—TTLF
NAZTALERMEA  175%) 5 E -

FREISEMEHRIIZRITHESE -
BR (BH)

BREABEDNRAEEHE _TTNF
NAZTHLENER ZREERART R
T FEG B 18 F 58 4938,708,000/8 7T (B &= —
TZELFEXRA=ZTHIENEA - BiBFEE
497,304,000/ 70) R AR BE ET 2 ER
R% hnteE S 15 #1652,356,0000 (B E — T =
+FEXNA=Z+THBIEANEA : 544,356,000
B 5 E -

FR A ZK 2 B 7 /R 18 (2] B8 B Rl 3 428 T ] i <
TEZERE  WTEZYSRE2EES
BF| o

REVE BERRE

RANHAR A - A5 B 7 F #98,840,00078 7T
(BE-_ZT+EA=1tHIt~EAAR : &
17,418,000/870) BE W% - WFE & E&HE -
EERHEMEWRRE HBHREE

AEBHRTHESHEFPFHE0E90H 215
B

B 5 REWHIEREKRERZ Rk T
T

As at
i

30 June 31 December
2008 2007
—EENE —ETEHF
ANB=+R +ZA=+—H
HK$’000 HK$'000
TER THET
(unaudited) (audited)
(REER) (f&&ER)
Not yet due REIHA 97,545 69,780
Overdue within 30 days BEATEEB30R 8,886 13,289
Overdue for 31-60 days BHIZ1Z260H 5,507 5,158
Overdue for 61-90 days BEI61Z=90H 2,676 7,692
Overdue for more than 90 days BHEAEBRO0R 3,688 2,613
118,302 98,532
Other receivables Hth JE W IE 36,542 10,273
Prepaid lease payments B 492 472
155,336 109,277
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10.

Trade and other payables/bills payable

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

10.

EZRHMENRE BLRE

B HRNFENENREZ KRR D T0
™

As at
i

30 June 31 December
2008 2007
—EENE —EELF
AA=tH +ZA=+—H
HK$°000 HK$'000
TER THT
(unaudited) (audited)
(REBER) (&%)
Not yet due R EIE 69,784 107,963
Overdue within 30 days BEITNHEB30A 16,035 9,783
Overdue for 31-60 days BHEI31E60H 7,521 6,166
Overdue for 61-90 days BEG1Z90H 7,780 2,385
Overdue for more than 90 days BERBI0H 14,320 4,713
115,440 131,010
Other payables Hb e 5RIA 37,070 40,143
152,510 171,153
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MANAGEMENT DISCUSSION AND ANALYSIS

Business and Operational Review

For the six months ended 30 June 2008, the Group recorded
revenue of approximately HK$375,987,000, representing an
increase of approximately 5.03 per cent. as compared with
approximately HK$357,996,000 of the corresponding period in
2007.

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

Profit after tax for the period ended 30 June 2007 was
HK$8,696,000, excluding total impairment loss on available-for-
sale investment of approximately HK$16,000,000, decreased by
285.5 per cent to a loss of approximately HK$16,127,000 for the
period ended 30 June 2008, excluding total impairment loss on
available-for-sale investment of approximately HK$22,581,000.

During the period under review, the Directors consider that it was a
prudent decision to make a total impairment loss on available-for-
sale investment of approximately HK$22,581,000 in the income
statement (six months ended 30 June 2007: impairment loss on
available-for-sale investment of approximately HK$16,000,000).
The carrying value of available-for-sale investment was
approximately HK$945,000 as at 30 June 2008.

Accordingly, the Group recorded a consolidated net loss of
approximately HK$38,708,000 for the six months ended 30 June
2008 (six months ended 30 June 2007: net loss of approximately
HK$7,304,000).

Basic loss per share was approximately HK$6.14 cents for the six
months ended 30 June 2008 (six months ended 30 June 2007:
loss per share of approximately HK$1.34 cents ).

N
EBEBEEXEDH

REREELNRE

HE_TTZ)N\FAAZ1+HIEAEAR &K
EE B INE4375,987,0008 T * R-T
T HF R Z#357,996,000/8 T K4
5.03% °

EREBEERAER  BBEETEMZITS
MR ER - R > HFEBBAHR - =
—hE - ARBTARE] FEMESL
ORZEERERITE - RMBXAFES

PEARREZEBRENBE LEAHEX
HBKEL -

HE_ZZLtF A AA=THILHBEZHBRH
BuEf (TREAIHEEREREBES L
#916,000,0007% 7T) 48,696,000/ 7T, &L
285 5% EHE_ET/\FAAA=+THIH
BMZBRHEER (TRETHREERERE
B84 £ 4922,581,000/8 7T) 416,127,000
BT e

REEEHA  EFSRBEIRATAH
HERBEHREBEEIES $£422,581,000
/%713(@6?: TT{E/\H +E|JJ:/\1.
A #HEEREZREEBEED
16000000,%%)%%@3&& RZZEEN
FRA=ZTH JHEEREZERED
/945,000 7T °

At » BE—_ZTZEN\FRA=1TH 1L XE
A NEBEBRGESFEEA38,708,000
B (EHEZZZEFA=+HILEHE
A BB F5E4)7,304,000/% 7T) °

HEZTTN\FAA=FTHLA~EA &
BREREBLACA4EBNL (BEZZTTLF
ANAZTHIEANEAR  BREBELNA1.34
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Electronic products
(mainly electronic calculators and organizers)

During the period under review, the Group continued its focus on
the manufacturing and marketing of electronic products (mainly
electronic calculators & toys, SIM card readers and other electronic
products).

For the six months ended 30 June 2008, the turnover of electronic
products, through expansion of businesses on Original Design
Manufacturing Products (“ODM products”) and Original Equipment
Manufacturing Products (“OEM products”), remained strong and
recorded a growth of approximately 13.5 per cent to approximately
HK$301,467,000 compared with approximately HK$265,587,000
in previous corresponding period. It accounted for approximately
80.2 per cent of the Group’s total turnover for the period.

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

Due to higher operating costs in the PRC including wages,
electricity, transportation and material costs, the Group’s overall
gross profit margin dropped by approximately 7.1 per cent to
approximately 11.9 per cent. (six months ended 30 June 2007:
approximately 19.0 per cent.).

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

Operating profit derived from the electronic products segment
dropped by approximately 71.1 per cent. to approximately
HK$4,485,000 (six months ended 30 June 2007: approximately
HK$15,539,000).

Electronic products segment remained as the major business of
the Group and will possibly continue to provide stable and
substantial revenue and income to the Group until potential
disposal, realising the best value of this segment.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Conductive silicon rubber keypads

During the period under review, the turnover contributed from the
conductive silicon rubber keypads business maintained at
approximately HK$32,324,000 (six months ended 30 June 2007:
approximately HK$46,583,000), representing approximately 8.6
per cent. of the turnover of the Group.

Due to the competition in the high value-added plastic plus rubber
(“P+R”) telephone keypads products and roller markets, which have
changed much faster than expected, the sales revenue in the first
half financial year of 2008 has been adversely affected when
compared with the corresponding period for the six months ended
30 June 2007.

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

As a result, both the gross profit margin and the net profit for the
period dropped, despite that vigorous efforts in controlling costs
have been made and operational efficiency has been improved.
This segment recorded an operating loss of approximately
HK$4,442,000 (six months ended 30 June 2007: profit of
approximately HK$1,043,000).

The Directors are confident in the future prospects of the
conductive silicon rubber keypads segment and believe that it will
provide a positive contribution to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Printed circuit boards (“PCB”)

For the six months ended 30 June 2008, turnover derived from
PCB segment reported approximately HK$42,196,000 with a
decrease as compared with prior year of approximately
HK$45,826,000, representing approximately 11.2 per cent. of the
turnover of the Group. As a result of retirement of equipment and
machinery in the production lines, there was a higher yield loss on
the finished products. The higher yield loss resulted in unstable
quality of PCB products. The decrease in turnover was mainly due
to the decreasing orders from both existing and new customers.

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

During the period under review, the segment results from PCB
business recorded an operating loss of approximately
HK$8,846,000 for the six months ended 30 June 2008 (six months
ended 30 June 2007: approximately HK$4,630,000).

With the support of the new factory complex completed in 2007,
the Group has demonstrated its ability to replace the existing retired
equipment and machinery, improve the quality of PCB products
and continues to obtain new branded customers in Japan and
Europe. The Directors believe that the increased production
capacities provide an excellent platform for long term growth by
facilitating the Group to engage additional order and benefit from
economies of scale in the future. However, in view of the pressure
and risks for additional capital investment to be brought to the
Group, the Directors may consider other alternatives to make the
best out of its existing investment in PCB.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Available-for-sale investment

As at 30 June 2008, the Group indirectly held approximately 9.8
per cent. interests in Ascalade Communications Inc. (“Ascalade”),
a corporation incorporated pursuant to the laws of the Province of
British Columbia and whose securities are listed on the Toronto
Stock Exchange, with the stock symbol as “ACG”.

In March and April 2008, the Group published announcements
regarding Ascalade seeking a protection from creditors under the
relevant Canadian laws. For further details, please refer to the
Group’s said announcements and the 2007 annual report.

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

As a result of such decreases, the Directors consider that it was a
prudent decision to make a total impairment loss on available-for-
sale investment of approximately HK$22,581,000 for the six
months ended 30 June 2008 (six months ended 30 June 2007 :
HK$16,000,000), leaving a carrying value of approximately
HK$945,000 as at 30 June 2008.

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.

INTERIM DIVIDEND

The Directors do not recommend of any interim dividend for the six
months ended 30 June 2008 (six months ended 30 June 2007:
nil).
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CAPITAL STRUCTURE

Shareholders’ equity increased to approximately HK$385,587,000
as at 30 June 2008 from approximately HK$375,031,000 as at 31
December 2007. As at 30 June 2008, the short term and long
term interest bearing debts to shareholders’ equity was
approximately 15.2 per cent. (as at 31 December 2007:
approximately 16.3 per cent.).

LIQUIDITY AND FINANCIAL RESOURCES

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

Prudent financial management and selective investment criteria
have enabled us to maintain a strong financial position. As at 30
June 2008, the Group has fixed deposits and cash balances
aggregated to approximately HK$47,530,000 (as at 31 December
2007: approximately HK$53,179,000).

As at 30 June 2008, the Group had banking facilities amounted to
an aggregate sum of approximately HK$132,763,000 (as at 31
December 2007: approximately HK$194,708,000) with various
banks. Out of the trade and overdraft banking facilities of
approximately HK$110,967,000 (as at 31 December 2007:
approximately HK$170,966,000) in Hong Kong granted to the
Group, approximately HK$19,073,000 (as at 31 December 2007:
approximately HK$10,799,000) had been utilised as at 30 June
2008.

As at 30 June 2008, the current ratio was approximately 1.25 (as
at 31 December 2007: approximately 1.24) based on current
assets of approximately HK$308,751,000 and current liabilities of
approximately HK$247,016,000 and the quick ratio was
approximately 0.83 (as at 31 December 2007: approximately 0.75).

As at 30 June 2008, total indebtedness including bank borrowings
of approximately HK$54,101,000 and obligations under finance
lease contracts of approximately HK$4,505,000, totalling of
approximately HK$58,606,000 (as at 31 December 2007:
approximately HK$61,259,000), representing approximately
15.2 per cent. of the total shareholders’ equity (as at 31 December
2007: approximately 16.3 per cent.).

RN

RZZEZENFARA=Z+TH - REESEMN
£ #9385,587,0008 7 - RZTEZTLF+=
A=+—HZKREES# ®375,031,000%
T RZZTEENFAA=1+H BHEE
B EEIRERRES L EL15.2% (R =
TEHF+-_A=+—H : £16.3%)°

RBES RV BEIR

AREB—RAABELEZRE RERRTT
PR ZIRITRE RERBRHTEES -

HREEBERBEEUHRE  SAEEZH
AR R R - %:%?—é)\i/—\ﬂ =+
B A"EEZEHERERCEHE LY
%47530000/%75(5A_77t¢+ A=
+—H : #58,179,000/ 7T) °

RZZFEZENFRNA=ZTH  AEEEER
RITIRMH 2 B & B R E 4 /132,763,000%8
T(RZEE+LF+ZA=+—H: 4
194,708,000 7T) - REABCESHREZ 2
R1TRIE B8/ 49110,967,0008 T (R -2 F
+H&+=-A=+—H : #170,966,000/%
L) RZEENFARAA=ZFH - H
19,073,000 T (R=EZLF+ A=+
—H : #910,799,000/ 7T) BB A °

RZZFEZNFRNA=Z+TH  RILEHNAE
1.25(R=F% t$+ A=z+—8:4
1.24) + LTy mB) & E £9308,751,000/4 7T
KM & E49247,016, ooo;‘%fczgzﬁ‘ﬁ
B mBREBLERAL BN LF
+=—A=+—H: £0.75) -

RZZEZNFERNAZ+H EFHEARE (B
RITEE#54,101,0008 T LREREA Y
& £494,505,0007% 7T) & 4 458,606,000
BT (RZETEF+A=+—8: 4
61,259,000/ 7L) * HHERRESBREL
152% (R_ZEZEtF+_A=+—H : 4
16.3%) °



RREXEEERAF
“ERRN\FHHRE

LIQUIDITY AND FINANCIAL RESOURCES
(Continued)

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

FOREIGN EXCHANGE RISK MANAGEMENT

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

The fair value of the Group’s outstanding derivative instruments as
at 30 June 2008 represents the net amount the Group would
receive/pay if these contracts were closed out at 30 June 2008.
The gain was largely caused by a period-end premium in the
forward currency markets for the Hong Kong dollars and RMB.
The fair value of these outstanding derivatives has been recognised
as assets or liabilities.

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

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

As at 30 June 2008, the Group employed approximately 6,070 full
time employees, out of which approximately 70 were based in Hong
Kong and approximately 6,000 were based in the PRC. The Group
remunerated its employees on the basis of industry’s practice and
the performance of individual employee. Employees may also
participate in the share option scheme of the Company.

Save as disclosed hereof, no information in relation to the Group’s
performance has changed materially from the information disclosed
in the Company’s 2007 annual report.

FUTURE PLANS AND PROSPECTS

The global economy continued to grow in the first half of 2008
despite increasing volatility, particular in credit markets, and high
energy prices. Hong Kong and the Asia region continued to benefit
from the continuing robust economic performance of the PRC.
Although there are emerging concerns relating to the credit
environment in the US and Europe and the possible slowing of
growth in the US, the economies of the PRC and Asian region
remain healthy and should continue to support a growth trend from
which the Group’s diversified portfolio of businesses will continue
to benefit.

Looking ahead, the Group’s growth prospects will continue to be
driven by organic growth, outsourcing deals and selective
acquisitions.

In order to protect and to improve the shareholders’ interests, the
Directors will consider re-structuring its short and long term
business strategy. The Directors are looking for the opportunities
to bring in new business hoping to improve the overall results of
the Group.

With the Group’s current financial position, the Directors are
confident of further improving performance in the second half of
2008 as the Group’s growth platform has been refined and
strengthened.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 30 June 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 “SFQ”), 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:

() 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 30 June 2008.

SHARE OPTION SCHEME

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.
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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.

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 30 June 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:
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RRE®B 54 BHEZERERHE BAEZEDE

Golden Mount Limited Beneficial owner 151,180,000 23.2%
Em#mAA

Other than as disclosed above, the Company has not been notified B EXFTEBEEN  RZZEZTNFAA=

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 30 June 2008.

CORPORATE GOVERNANCE

The Company is committed to attaining good standard of corporate
governance practices with an emphasis on a quality board, better
transparency, and effective accountability system in order to
enhance shareholders’ value. Detailed disclosure of the Company’s
corporate governance practices is available in the 2007 Annual
Report.

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICE

In the opinion of the Directors, the Company has complied with the
code provisions of the Code on Corporate Governance Practices
(the “Code”) as set out in Appendix 14 of the Listing Rules
throughout the six months ended 30 June 2008, save for the
deviation as stated hereof. Under the code provision A.2.1, the
roles of chairman and chief executive officer (“CEQ”) of the
Company should be separated and should not be performed by
the same individual. The division of responsibilities between the
chairman and CEO of the Company should be clearly established
and set out in writing. The roles of the chairman and the CEO of
the Company are not separated and are performed by the same
individual, Mr. Tong Shek Lun. The Directors consider that this
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structure will not impair the balance of power and authority between
the Directors and the management of the Company and believe
that this structure will enable the Group to make and implement
decisions promptly and efficiently.

In relation to the Directors securities transactions, the Company
has adopted a code of conduct on terms no less exacting than the
required standard of dealings as set out in Appendix 10 to the
Listing Rules. Having made specific enquiry of all Directors, the
Company has confirmed that the Directors have complied with
such code of conduct regarding securities transactions by the
Directors throughout the six months ended 30 June 2008.

AUDIT COMMITTEE

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed the internal control and financial reporting matters
including the review of the unaudited consolidated interim results
for the six months ended 30 June 2008.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

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

PUBLICATION OF OTHER FINANCIAL
INFORMATION

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

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

Hong Kong, 17 September 2008
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