o=

[KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
® B B ¥ =¥ " R 2 F

(Incorporated in Bermuda with limited liability)
(REREIMAZIZARRA)
Stock Code B3X5%: 1159

Annual Report 2009 S #R



CONTENTS
H &%

Corporate Information

Financial Highlights

Chairman’s Statement

Management Discussion and Analysis
Corporate Governance Report

Directors’ Profiles

Directors’ Report

Independent Auditors’ Report

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

Financial Summary

NEER

MBRHE

ERME

ERELBENMEENT

CEEARES

BEEMN

ExamEs

B R BN RS

RAEEEB@mK

RAEMBARREK

aE N/ 4

e L

>

Ret
&

=

i

o>

i

fe

ReRER

i

A BRRME

BUpS o E

16

25

29

39

45

47

49

51

54

160

RREXEEARLA
CEREAEFER



CORPORATE INFORMATION
NEVER

DIRECTORS

Executive Directors

Mr. Tong Shek Lun
(Chairman and Managing Director)
(resigned on 2 March 2009)
Mr. Chim Kim Lun, Ricky
(appointed as Chairman and Managing Director on
2 March 2009 and resigned on 16 April 2009)
Mr. Sun Ying Chung
(appointed as Chairman and Managing Director on
16 April 2009)
Mr. Cheng Kwok Hing, Andy
(resigned on 22 April 2009)
Mr. Chan Sung Wai
(appointed on 16 April 2009)
Mr. Wong King Lam, Joseph
(appointed on 12 October 2009)

Non-executive Directors

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

Independent non-executive Directors

Mr. Sun Yaoguan
(resigned on 1 February 2009)
Mr. Goh Gen Cheung
(resigned on 9 February 2009)
Mr. Wan Hon Keung
(resigned on 31 December 2009)
Mr. Tse Yuk Kong
(appointed on 2 March 2009 and resigned on 28 April 2009 )

Mr. Lum Pak Sum
(appointed on 28 April 2009)
Mr. Chan Siu Wing, Raymond
(appointed on 2 April 2009 and resigned on 7 April 2010)

Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2010)

Mr. Law Chun Choi
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick
(appointed on 22 April 2010)

COMPANY SECRETARY

Mr. Kwong Ping Man
(resigned on 12 January 2009)
Ms. Tang Lo Nar, Luler
(appointed on 12 January 2009 and resigned on 1 April 2070)

Mr. Cheng Mei Chau
(appointed on 1 April 2010)
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CORPORATE INFORMATION
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HEAD OFFICE AND PRINCIPAL PLACE
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Suite 3404, 34th Floor
Bank of America Tower

12 Harcourt Road, Central
Hong Kong

AUDITORS

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

BERMUDA PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE
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Rosebank Centre
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Bermuda

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Secretaries Limited
26th Floor
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Hong Kong
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Bank of China (Hong Kong) Limited
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Hang Seng Bank Limited

The Hongkong and Shanghai Banking Corporation Limited
Chong Hing Bank Limited

WEBSITE

http://www.aplushk.com/clients/1159

BREERTBEEXME

a5
FIRERE125
EBERITAHR O
SAIE3404FE

BB Em
Gk g S )
HERFRFE A
BARE A

BERETERNEFERE

Butterfield Corporate Services Limited
Rosebank Centre
11 Bermudiana Road

Pemborke

Bermuda
BROBFELEEEBIE
BEWMEEBERRAA

BE

BT

2R RNBER8R

< $E [ 0

261E

FEAREIT

FERTT (FB)BRAR
RERITROBRRAF]
BARITARAT
EELBEERITERAR
BIBIRTTAR QA

At

http://www.aplushk.com/clients/1159

RREXEEARLA
CEREAEFER



FINANCIAL HIGHLIGHTS

PSS

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

(BRI 2 BIRING A TETZS))

2009 2008
For the year ended 31 December HE+_A=+—RHIEFE —ZEENEF —EENF
DATA OF CONSOLIDATED FELHBERREE
STATEMENT OF COMPREHENSIVE
INCOME
Continuing Operation BHEREEK
Revenue Wz 43,485 70,681
Loss for the year KEEEE (587,120) (77,012)
EBITDA excluding a gain on fair value EBITDA (T BIEITE S B
change of derivative financial instruments, TARFEZE WS-
impairment losses on available-for-sale AHHERE ZRERSE)
investment (538,529) (44,143)
Loss from both continuing and REFELEEBR
discontinued operations RIS E XS 2 B8 (585,670) (169,728)
HK cents HK cents
AL AL
Loss per share — basic BREE-ER
From continuing operation REFECEER (83.92) (12.08)
From continuing and discontinued operations K B3 B K& S EE K
BRI TS (83.71) (26.62)
Proposed final dividend per share R G RRHER B - -
2009 2008
As at 31 December W+=—A=+—8H —EENEF —ZTT)\F
DATA OF CONSOLIDATED STATEMENT #R& BB kR & &8s
OF FINANCIAL POSITION
Bank balances and cash RITHEERE® 25,544 1,609
Net current assets MENEEFE 41,042 190,409
Total net (liabilities)/assets/ w(agE)  BEFE/
Shareholders’ funds BEERES (255,849) 253,270
Current ratio B =& 9.6 1.7
Quick ratio RENLLE 9.6 1.7
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CHAIRMAN'S STATEMENT
EREHwE

Dear shareholders,

On behalf of the board (‘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 Group the annual report and audited
consolidated results of the Group for the year ended 31 December
2009.

RESULTS OF THE YEAR

The year ended 31 December 2009 was the most difficult year the
Group had witnessed since its establishment, owing to continuous
increase in production cost and significant decline in the selling
prices of conductive silicon rubber keypads and electronic
products such as electronic learning machines and electronic
educational game products. After taking over the business of the
Group, the current management conducted a full review of the
Group's overall performance and investments. The management
believed that a drastic overhaul of the Group's operations is
necessary to safeguard the maximum interest of the shareholders.
As such, the Group disposed of the electronic products business
and conductive silicon rubber keypads manufacturing business
on 26 February 2009 and 30 December 2009 respectively, to
improve the overall operation of the Group.

For the year ended 31 December 2009, the consolidated
revenue contributed from continuing operations (i.e. conductive
silicon rubber keypads trading business and liquid crystal on
silicon (“LCoS") television business of the Group amounted to
approximately HK$43,485,000 (2008: HK$70,681,000).

HERR:

AANBREFREXEEARAA (AR &
REMBARSHE [AEE ) E= ([B2)g ([&
Ze)RAEEREZAKERE_FTTENF+ A
ST BLEFEZFEREREERGARE

REERE

HE-_ZTAF+ A=+ HULEFEAEETY
AL AR RERN —F  REEREERANFELA
MEBHEBBRENETEER ETHEBERESR
EETEMNEERETHA - BTEREEREEEN
X% 2R EREBERRENSIEILE AR
REREFAFENAR EEERRELEHEHE
MEBERNTRENFAE - XEEBL R _ZTZNF
ZAZTRBEZZEZENFTA=ZTHEEETF
EnEBREEESRBEZREEER  UNEREE

MEBRLERR-

HE_ZTNFE+_A=Z+BLEFE BELEE
% (BNEEHBRBIZRE S EB M CoSERER)E
BN B4R S WS H) 543,485,000 7T ( —TT )\ 4F;
70,681,000/ 7T ) °
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CHAIRMAN'S STATEMENT
EREHwE

While the Group endeavored to improve operational efficiency
and reduce cost, the cost of major raw materials such as rubber
and plastic surged. However, the Group was not able to raise the
price of its products to shift the extra costs to customers. As a
result, the Group’s continuing operations reported a gross loss of
HK$10,558,000 for the year (2008 gross loss: HK$29,931,000).

The Group proposed to acquire a LCoS television business in
2008 through the acquisition of Pacific Choice Holdings Limited
(“Pacific Choice”). However, the plan for developing LCoS
television business had been put off, due to a pledge created on
key manufacturing machineries that should be transferred from
the vendor had not been discharged on 15 January 2010 (12
months after the completion of the acquisition of Pacific Choice).
As a result, the production and sales plan of the Suzhou plant
and LCoS televisions had not been realised. Moreover, the
management of the Suzhou plant had never complied with the
request of the Company concerning its operation and production.
In light of this, the Board acknowledged at a board meeting held
on 20 April 2010 that the results of the PRC subsidiary which
carried out the LCoS television business shall be treated as
having been deconsolidated from that of the Group with effect
from 1 December 2009. The Group reported a net loss on
deconsolidation of subsidiaries of HK$602,806,000 for the year
ended 31 December 2009.

Accordingly, the Group recorded a loss attributable to the
Company’s shareholders of approximately HK$585,670,000
for the year ended 31 December 2009 (loss for the year 2008
HK$169,728,000). Loss per share from continuing operations and
discontinued operations was approximately HK83.71 cents (loss
per share for the year 2008: HK26.62 cents)

DIVIDEND

Based on the abovementioned performance, the Board has
resolved not to recommend a final dividend for the year ended 31
December 2009 (2008: nil).

Karce International Holdings Company Limited
Annual Report 2009
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AIEFE AEESSRIEGAHNBAR ZEIEFHE
#9602,806,000/& JT ©
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CHAIRMAN'S STATEMENT
EREHwE

FUTURE PLANS AND PROSPECTS

Entering the second half of 2009, the overall economy was on its
way to positive development, with the gradual return of consumer
confidence and recovery of demand. However, the continued rise
in costs poses a great challenge to the manufacturing industry as
well as consumer trading industry in 2010, leading to anticipated
intensified competition in conductive silicon rubber keypads
market. In light of the uncertain outlook for 2010, the Group is
cautious about its operations in the coming year.

The disposal of the conductive silicon rubber keypads
manufacturing business and electronic products operation in 2009
will enable the Group to reduce net cash outflow and concentrate
its resources in pursuing projects with better growth prospects. Al
these will improve the Group's financial position, as well as further
optimize its continuing operations, thereby laying a foundation for
the long-term development of the Group.

With respect to the LCoS television business, as mentioned
earlier, because the pledge created on the machineries related
to the production of LCoS televisions had not been discharged,
the production and sales plan of the Suzhou plant and LCoS
televisions had not been realized. As a result, the Group
had missed the timing and opportunities. In view of the rapid
technological advancement in the production of LCD televisions
and plasma televisions, and a trend of replacement of old models
with new ones, LCoS television’s advantage in price and picture
quality has diminished. Moreover, LCD televisions and plasma
televisions have rapidly penetrated the global television market,
while 3D television technology has become matured. The Group
is of the opinion that it has missed the golden opportunity for
launching LCoS televisions. At a Board meeting held on 20 April
2010 the Board resolved that the Company will negotiate with the
vendors for a proposal to sell the LCoS television business back
to the vendors, and subject to terms of the proposed disposal to
be agreed, the convertible bonds and promissory notes issued to
the vendors, as part of the consideration for the acquisition may be
required to be cancelled.

ARFERRE

EAZZTNETHF HEEELESMEMFR
EE BREHEAZRIEE T MER- A KRR
BLABK T - THFEREZNMEBEEHTEN—K
B SEERBREMSHFANE-—FERL-
ER T -FTEARTAR AEEHRE—FEH
FEEMNREE -

EESERGBRBEERBRETEMRER S
ZTRNFRCHELESBENRAEERLREF
mih - WILERETFRFHRAREIEBNIAR &
REREE 2HBER BRE-TBRISELEE
B E L BRAHAAAREERREERNER -

ERLCoSER XM 7 | - M AT ATl LCoSE R B B £

R ) AR R AR RS RN R B R LCOSE AR 8) A&
ENEEFELESRERR EHHEARE - ERR
mIEERE LS TEAREEERM ERBRER
BB LICoSEREBREERER LMEST
BRBE NMERSBEEHRLERTERRE ARG
BIRIREREMIS SO BERRMD KA AEE
R CHBEHLCOSERNZERE -R_F—
ZEMNA-THRTZESZEER L EF23RA
NRAGEBRBEGLCoOSERERER TEH 22
& AREBBTHEZZZLEGRK - ERED KB
REMBOITFTESZABRBRESFRALEBEHAT
VARE 3K ©
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CHAIRMAN'S STATEMENT
EREHwE

The existing continuing operations of the Group will continue
to provide steady cash flow. The Group will exercise stringent
cost control of its existing business and enhance its control over
operating expenses and selling costs. Financially, the Group will
strive to lower the gearing ratio, and maintain sufficient capital and
a healthy financial position, in order to be in a better position to
capture opportunities in the future.

In addition to maintaining stable operation of the existing trading
business, the Group is actively exploring opportunities to achieve
further business diversification, with an aim to broaden its revenue
stream and earning base. The management realizes that resources
related industry in mainland China and neighboring regions is
rapidly growing to satisfy strong upstream demand in particular
from various industries in mainland China. The Group is now
conducting a preliminary study on investment in this area. The
current management team possesses extensive investment and
finance experience. The management is confident to utilize its
professional knowledge to improve the overall efficiency of the
Group and is committed to achieve satisfactory return for the
shareholders.

ACKNOWLEDGEMENTS

Finally, on behalf of the Board, | would like to express my sincere
gratitude to the Directors and all the employees of the Group
for their dedication. | would also like to thank our shareholders,
suppliers, bankers and customers for their continuous support.

Sun Ying Chung
Chairman

28 April 2010
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

SEGMENTAL ANALYSIS

Conductive Silicon Rubber Keypads

The popularity of electronic devices, such as mobile phones and
audio visual products, continued to drive the growth of demand for
conductive silicon rubber keypads. However, industry competition
remained severe during the year under review as a result of over
production of keypads, leading to significant decline in the selling
prices.

The adverse operating environment had greatly affected the
turnover of the Group's conductive silicon rubber keypads
business for the year ended 31 December 2009, which amounted
to approximately HK$43,485,000, representing a decrease of
approximately 38.5 percent from HK$70,681,000 of the previous
vear. In the face of the difficult market environment, the Group
continued to exercise stringent cost control and improved
operational efficiency. For the year 2009, the Group succeeded in
narrowing the segment loss to approximately HK$21,701,000 from
approximately HK$43,766,000 in 2008.

The Group's conductive silicon rubber keypads business involved
both manufacturing and trading activities. In late 2009, the Group
decided to dispose the entire manufacturing operation after
considering its continued loss-making performance. The disposal
was completed on 30 December 2009 and the Group realised a
gain on disposal of approximately HK$19,018,000.

Following the completion of the disposal of the manufacturing
operation, the Group continues to engage in the trading business
of conductive silicon rubber keypads. In view of increasingly fierce
competition in the market, the Group anticipates further decline
in the selling prices. With a prudent financial management and
seasoned experience in trading operations, the Group is confident
in weathering any possible challenges ahead and will continue to
explore ways to improve operational efficiency of this segment.

okt

B 4
EEERBRE

ETRBE(WRBEZRFEER) CXBDIEER
BHDETERBERIFTRER AWM BEFE
NIRGE 2 EEBRSCENBEFRABRE  {EMERE
BERE T

S

i

KERBRE HAEEREE_ZZTNF+ A
ST HUIEFEZEEHBBRRER CEXETEE
BATE - LETEY BA3,4850008 T B LE—FE
270,681,000/ TU B A #138.5% - EER & 2 M5 IR 15
T ANEERBEEHBEIEK TR LIRS & ERE -
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REEEEHGBRRBEBIRRERE S ES -
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BERBEATHEREXL - FELEER T
ENF+ZA=THZAERASEER HEWEL
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

Electronic products

On 26 February 2009, the Group completed the disposal of its
entire interest in electronic products operation for a consideration
of HK$250,000,000. The decision to dispose the electronic
products business was made after taking into account the
squeezed profit margin and rising production costs of this
operation as well as the alternate investment opportunities
provided for with the use of proceeds from the disposal of this
business.

During the year under review, the Group realised a gain on the
disposal of the electronic products business of HK$0,828,000
and, prior to the disposal, revenue and operating profit
of HK$90,787,000 (2008 full year: HK$512,847,000)
and HK$5,171,000 (2008 full year: an operating loss of
HK$8,951,000) respectively.

LCoS Television

In mid 2008, the Group announced its plan to expand into
production and distribution of liquid crystal on silicon (‘LCoS")
television through the acquisition of the entire issued share capital
of Pacific Choice Holdings Limited (‘Pacific Choice”), which
included the patents (“TMDC Sale Patents”) and machineries
(“TMDC Sale Machineries”) required for the production of LCoS
televisions, enlarged display units and related components. The
acquisition was completed on 15 January 2009.

During the year under review, the production plan of LCoS at
the Suzhou plant was put off, as the pledge created on TMDC
Sale Machineries had not been discharged and the transfer
of ownership of the TMDC Sale Machineries could not be
completed. Moreover, the management of the Suzhou plant had
never complied with the request of the Company conceming its
operation and production. In light of this, the Board acknowledged
at a meeting held on 20 April 2010 that the results of the PRC
subsidiary which carried out the LCoS television business shall be
treated as having been de-consolidated from that of the group with
effect from 1 December 2009. As a result, the Group reported a
net loss on deconsolidation of subsidiaries of HK$602,806,000 for
the year ended 31 December 2009.

Karce International Holdings Company Limited
Annual Report 2009
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

In view of the delay of the production plan and rapid advancement
in television technology, the Group will negotiate with the vendors
for a proposal to sell the LCoS television business back to the
Vendors, and subject to the terms of the proposed disposal to be
agreed the convertible bonds and promissory notes issued to the
vendors as part of the consideration for the acquisition may be
required to be cancelled.

Available-for-sale investment

The Group has become a shareholder of KFE Japan since 1
October 2008 by subscribing, through a subsidiary, for the KFE
Japan subscription shares ("KFE Japan Subscription Shares”)
as part of the consideration for the disposal of the Group’s
printed circuit board business in 2008. The value of KFE Japan
Subscription Shares is accounted for as the Group's available-for-
sale investment.

Listed on the Nagoya Stock Exchange, KFE Japan is principally
engaged in the development, trading and manufacture of
electronic products in Japan.

The Group's available-for-sale investment is measured at fair value
at each end of the reporting period, which exposes the Group to
equity security price risk. As such, the Group regularly reviews
the value of the available-for-sale investment and will consider
adequate impairment to be made when necessary.

The value of KFE Japan Subscription Shares has been decreasing
because of the global financial tsunami. Fair value change of
approximately HK$2,030,000 was recorded in equity for year
ended 31 December 2009, and on 30 December 2009 the Group
disposed the subsidiary which held the KFE Japan Subscription
Shares.

EREEFBERLRERRMzRIEES AR
HEHHEBLCOSEREHERMTES <& MR
PR T i E 2 B ERER R B B R E W 3
TTENZABRBRESFRAGZERB T IAGEH-

AHHERE

AEBF B HWERQRRREKFE JapanR &K %5
([KFE JapanRRERH ) BTN \F+A—AHEE
M ABKFE Japanz BB 1EAREBR —_ZEZN\FH
EMREREMR ZZBDREB ° KFE JapanREERD 2 B
BEBARINEAEBE 2 Al HERE -

KFE Japanft & 5 BB AR ST LM T 2R H AR
EETERALE B REEEG-

AEBEZAIEHERERSREHRZ A FENE
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

CAPITAL STRUCTURE

The Group had a deficiency in shareholder’'s fund of approximately
HK$255,849,000 (2008: net assets of approximately
HK$253,270,000). As at 31 December 2009, the short term and
long term interest bearing debts to shareholders’ equity was nil
(2008: approximately nil).

As announced by the Group on 20 January 2009, the Group
entered into Subscription Agreements with each of the subscribers
for the subscription of 50,000,000 new shares for a total
consideration of HK$5,000,000 at the subscription price of
HK$0.10 per Subscription Share.

The Subscription Shares of 50,000,000 new shares represent
about 7.66% of the then existing issued share capital of the
Group and about 7.12% of the enlarged share capital of the
Group immediately after Subscription. The Subscription Shares
were issued under the General Mandate and rank equally among
themselves and with the then existing shares.

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

Karce International Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

Liquidity and Financial Resources

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

Prudent financial management and selective investment criteria
have enabled the Group to maintain a strong financial position.
As at 31 December 2009, the Group's fixed deposits and cash
balances increased to approximately HK$25,544,000 (2008:
approximately HK$1,609,000).

In 2009, the current ratio was approximately 9.6 (2008:
approximately 1.7) based on current assets of approximately
HK$41,042,000 and current liabilities of approximately
HK$4,257,000 and the quick ratio was approximately 9.6 (2008:
approximately 1.7).

Material Acquisition and Disposals during the
year

On 23 May 2008, the Group announced the investment in the
production and distribution of LCoS televisions through the
acquisition of the entire issued share capital of Pacific Choice. The
acquisition was completed on 15 January 2009.

On 23 May 2008, the Group announced the disposal of
the electronic products business, the disposal of which was
completed on 26 February 2009. The financial results of the
disposed electronic products segment for the period from
1 January 2009 to 26 February 2009 are presented under
discontinued operations.

On 14 December 2009 the Group announced the disposal of the
conductive silicon rubber keypads manufacturing operation. The
disposal was completed on 30 December 2009.
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

FOREIGN EXCHANGE RISK
MANAGEMENT

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

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

There are no outstanding derivative instruments as at 31
December 2009.

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 headquarters of the Group in Hong Kong.

Apart from the above, most of the Group's assets and liabilities,
revenues and expenditure are either denominated in Hong Kong
dollars, the United States dollars and the Renminbi. Therefore,
the Directors consider the exposure risk to foreign currency
fluctuations is minimal.
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERENMEEDN

Employees and Remuneration Policies

As at 31 December 2009, the Group employed approximately
871 full time employees, out of which approximately 9 were
based in Hong Kong and approximately 862 were based in the
PRC. Total staff cost incurred for continuing operations (including
directors’ remuneration and excluding equity settled share-based
payment expenses) was HK$3,877,704 and decrease by 89% as
compared to HK$35,199,000 in 2008. The Group remuneration
policies are primarily based on prevailing market salary levels and
the performance of the respective companies and individuals
concerned. Employees may also participate in the share option
scheme of the Group.

Contingent Liability

At 31 December 2009, the Group had no significant contingent
liability.
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TEELHRES

CORPORATE GOVERNANCE
PRACTICES

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

Under the code provision A.2.1, the roles of chairman and chief
executive officer (“CEQ”) of the Company should be separate and
should not be performed by the same individual. The division of
responsibilities between the chairman and CEO of the Company
should be clearly established and set out in writing. The roles of
the chairman and the CEO of the Company was not separated
and was performed by the same individual, Mr. Tong Shek Lun
throughout 2008 till 2 March 2009 . Mr. Chim Kim Lun, Ricky
succeeded the roles of chairman and CEO following Mr. Tong's
resignation on 2 March 2009. Mr. Sun Ying Chung further
succeeded the roles of chairman and CEO following Mr. Chim's
resignation on 16 April 2009.

The Directors meet regularly to consider major matters affecting the
operations of the Group. The Directors consider that this structure
will not impair the balance of power and authority between the
Directors and the management of Company and believes that this
structure will enable the Group to make and implement decisions
promptly and efficiently.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Appendix 10 to the Listing Rules.
Having made specific enquiry of all Directors, the Directors have
complied with such code of conduct and the required standard of
dealings and its code of conduct regarding securities transactions
by the Directors throughout the year ended 31 December 2009.
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BOARD OF DIRECTORS

During the year till the date of this report, the members of the

board of Directors included:

Executive Directors

Mr. Tong Shek Lun
(Chairman and Managing Director)
(resigned on 2 March 2009)
Mr. Chim Kim Lun, Ricky
(appointed as Chairman and Managing Director
on 2 March 2009 and resigned on 16 April 2009)

Mr. Sun Ying Chung
(appointed as Chairman and Managing Director
on 16 April 2009)
Mr. Cheng Kwok Hing, Andy
(resigned on 22 April 2009)
Mr. Chan Sung Wai
(appointed on 16 April 2009)
Mr. Wong King Lam, Joseph
(appointed on 12 October 2009)

Non-executive Directors

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

Independent non-executive Directors

Mr. Sun Yaoquan
(resigned on 1 February 2009)
Mr. Goh Gen Cheung
(resigned on 9 February 2009)
Mr. Wan Hon Keung
(resigned on 31 December 2009)
Mr. Tse Yuk Kong
(appointed on 2 March 2009 and resigned on 28 April 2009)

Mr. Lum Pak Sum
(appointed on 28 April 2009)
Mr. Chan Siu Wing, Raymond
(appointed on 2 April 2009 and resigned on 7 April 2010)

Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2070)

Mr. Law Chun Choi
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick

(appointed on 22 April 2010)
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The board of Directors held several board meetings during the BEE@RHE_ZTEAF+ A=+ —HILFER
year ended 31 December 2009. Details of the attendance of the %?ﬁ%?ﬂ%%ﬁ%%%é\/\ FoEFE ERDFEEBN
meetings of the board of Directors are as follows: N
Attendance
Directors o R E
Executive Directors BTES
Mr. Tong Shek Lun B 5B e A 11/11
Mr. Chim Kim Lun, Ricky ERlsmitE 14/14
Mr. Cheng Kwok Hing, Andy B0 [ B 5 A 12/12
Mr. Sun Ying Chung ELTHREAE 7/7
Mr. Chan Sung \Wai FRERIE ST A 9/9
Mr. Wong King Lam, Joseph ERMRALE 4/4
Non-executive Directors FHITES
Mr. Lee Kwok Leung TEREE 5/5
Mr. Yang Yiu Chong, Ronald Jeffrey SRR E 4/4
Independent non-executive Directors BYFHITES
Mr. Sun Yaoquan BRREk4E 0/0
(resigned on 1 February 2009) (R=ZFENFZH—HFT)
Mr. Goh Gen Cheung BIRFESLAE 1/1
(resigned on 9 February 2009) (RZFZENFEZANHFHF)
Mr. Wan Hon Keung B 13/13
(resigned on 31 December 2009) (R=ZZFEZFNF+ = A=+—HFFHT)
Mr. Tse Yuk Kong HIBT S 2/2
(appointed on 2 March 2009 and (R=ZFEZNF=ZH-_HAEZFIE
resigned on 28 April 2009) RZFZFNFIHA=+/VHEFHE)
Mr. Lum Pak Sum MIEREE 6/6
(appointed on 28 April 2009) (R-ZFEZNFOAA -+ NAEEE)
Mr. Chan Siu Wing, Raymond BRICER S A 6/6

(appointed on 2 April 2009 and
resigned on 7 April 2010)
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TEELHRES

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

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

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

Under the code provision A.4.1, the appointment of non-executive
Directors should have been appointed for a specific term.

During the year ended 31 December 2009, the non-executive
Directors were not appointed for any specific terms as they are
subject to retirement by rotation and re-election at the Company’s
annual general meeting in accordance with the Company’s bye-
laws.

REMUNERATION OF DIRECTORS

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

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

Mr. Tong Shek Lun (Chairman)
(resigned on 2 March 2009)
Mr. Goh Gen Cheung
(resigned on 9 February 2009)
Mr. Chim Kim Lun, Ricky
(appointed on 2 March 2009 and resigned on 16 April 2009)

Mr. Tse Yuk Kong
(appointed on 2 March 2009 and resigned on 28 April 2009)

Mr. Wan Hon Keung
(resigned on 31 December 2009)
Mr. Chan Siu Wing, Raymond
(appointed on 2 April 2009 and resigned on 7 April 2010)

Mr. Sun Ying Chung
(appointed on 16 April 2009)
Mr. Lum Pak Sum
(appointed on 28 April 2009)
Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2010)

Mr. Law Chun Choi
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick
(appointed on 22 April 2010)
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PHEERRESE

Four meetings of the Remuneration Committee were held in 2009
to discuss remuneration related matters. Detalls of the attendance
of the meetings of the Remuneration Committee are as follows:

FNZBEN —_ZTTNFETEREE AR i B
HAEE -FHEE SR ZHEFBENT:

Attendance
Members 8 R &
Mr. Tong Shek Lun B 0/0
Mr. Goh Gen Cheung BRELEE 0/0
Mr. Chim Kim Lun, Ricky BTt 2/2
Mr. Sun Ying Chung ENTREE 3/3
Mr. Tse Yuk Kong EipIERAR e 2/2
Mr. Wan Hon Keung R IE SR S 4/4
Mr. Chan Siu Wing, Raymond PRI & e A 4/4
Mr. Lum Pak Sum MIEEREE 2/2

The Remuneration Committee has considered and reviewed the
existing terms of employment contracts of the executive Directors
and appointment letters of the independent non-executive
Directors with reference to the factors including salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Company and desirability of performance-based remuneration.
The Remuneration Committee considers that the existing terms of
employment contracts of the executive Directors and appointment
letters of the independent non-executive Directors are fair and
reasonable. Details of the emolument policy of the Directors are set
out on page 37 of this report.
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AUDITORS’ REMUNERATION

The Company’s external auditors are HLB Hodgson Impey Cheng
(the “Auditors”). The audit committee of the Group (the “Audit
Committee”) is responsible for considering the appointment of the
external auditors and reviewing any non-audit functions performed
by the external auditors, including whether such non-audit
functions could lead to any potential material adverse effect on the
Group. For the year ended 31 December 2009, the Auditors have
performed audit and non-audit services and their remuneration
in respect of audit and non-audit service is HK$480,000 and
HK$62,000 respectively.

AUDIT COMMITTEE

As required by Rule 3.271 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal duties
are to review and supervise the Group's financial reporting process
and internal control systems. During the year until the date of this
report, members of the Audit Committee included:

Mr. Sun Yaoguan
(resigned on 1 February 2009)
Mr. Goh Gen Cheung
(resigned on 9 February 2009)
Mr. Wan Hon Keung
(resigned on 31 December 2009)
Mr. Tse Yuk Kong
(resigned on 28 April 2009)
Mr. Chan Siu Wing, Raymond
(appointed on 2 April 2009 and resigned on 7 April 2010)

Mr. Lum Pak Sum
(appointed on 28 April 2009)
Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2070)

Mr. Law Chun Chol
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick
(appointed on 22 April 2010)
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The Audit Committee held three meetings during the period under 721 8 8 i 4 - %V?E’@A TZREH -BRZ
review. Details of the attendance of the meetings of the Audit BE&&HZHBEHEBHOT
Committee are as follows:
Attendance
Members RE R &
Mr. Sun Yaoguan BRRELE 0/0
(resigned on 1 February 2009) (R=ZFZFNF=F—HEHE)
Mr. Goh Gen Cheung BIRMEFLEE 0/0
(resigned on 9 February 2009) (R=ZZEZFNF=HINAFT)
Mr. Wan Hon Keung M IE SR S 2/3
(resigned on 31 December 2009) (RZFBZFENFAZH=1—HFT)
Mr. Tse Yuk Kong T ERE 1/1
(resigned on 28 April 2009) (R=ZFZFNFNA=+/VHEFHE)
Mr. Chan Siu Wing, Raymond PRIKEE b 2/2
(appointed on 2 April 2009 and (R-ZBEZNFMA - AEZEI
resigned on 7 April 2010) ERZ-ZF—FFP A+ HEF)
Mr. Lum Pak Sum MIBREE 2/2

(appointed on 28 April 2009)

The Group's audited consolidated results for the year ended 31
December 2009 have been reviewed by the Audit Committee,
which was of the opinion that the preparation of such results
complied with the applicable accounting standards, the Listing
Rules and legal requirements, and that adequate disclosures have
been made.

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

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the external auditors to the shareholders of the
Company are set out on pages 39 and 40 of this report.
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TEELHRES

INTERNAL CONTROL

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

COMMUNICATION WITH
SHAREHOLDERS

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

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

VOTING BY POLL

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

Karce International Holdings Company Limited
Annual Report 2009
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DIRECTORS' PROFILES
SEEHN

EXECUTIVE DIRECTORS

Mr. Sun Ying Chung, aged 70, has extensive experience in the
investment, construction and property development in the major
cities of the PRC. He was appointed on 16 April 2009 as the
Chairman and Managing Director.

Mr. Chan Sung Wai, aged 61, appointed as executive Director
on 16 April 2009, has extensive experience in trading, real
property and shipping industries. Mr. Chan also has extensive
experience in financial and media business. He has been
working for a number of years on the major media companies in
Hong Kong, and is responsible for covering, editing and writing
commentaries. Mr. Chan is also a chief editor of the petroleum
magazine and has comprehensive knowledge on the media
industry in the PRC. Mr. Chan was an executive director of Grand
Field Group Holdings Limited (stock code: 115) for a period from
14 November 2007 to 18 June 2008, and an existing executive
director of Xian Yuan Titanium Resources Holdings Limited (stock
code: 353) and Asia Resources Holdings Limited (stock code:
899), which are listed on the main board of the Stock Exchange.
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DIRECTORS' PROFILES
SEEHN

Mr. Wong King Lam, Joseph, aged 57, appointed as an
executive director on 12 October 2010. He has more than 29
years' extensive experience in auditing, corporate and financial
management with a number of companies in different business
sectors which include an international accounting firm and local
listed companies. He is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants.

Mr. Wong is an executive director of Asia Resources Holdings
Limited (stock code: 899) since 1 October 2009. He has been an
executive director of Grand Field Group Holdings Limited (stock
code: 115) during the period from 16 March to 31 December
2007 and was subsequently re-appointed as executive director
of the same company since 20 November 2009. He is also
an independent non-executive director of Tungtex (Holdings)
Company Limited (stock code: 518) since 18 August 2004. Mr.
Wong was an independent non-executive director respectively
of China Strategic Holdings Limited (stock code: 235), Wing On
Travel (Holdings) Limited (stock code: 1189), China Infrastructure
Investment Limited (stock code: 600) until 2007.

Karce International Holdings Company Limited
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DIRECTORS' PROFILES
SEEHN

NON-EXECUTIVE DIRECTORS

Mr. Lee Kwok Leung, aged 56, has been a non-executive
Director since 2000. He is the managing director of Derico
Financial Services Limited and Success Talent Investments
Limited. He has years of direct investment, fund management and
panking experience. Mr. Lee holds an investment advisor status
from the Securities and Futures Commissions from 2000.

Mr. Yang Yiu Chong, Ronald Jeffrey, aged 43, has been
a non-executive Director since 2000. He is also an executive
director of Sing Tao News Corporation Limited, a listed company
in Hong Kong. Perfect Treasure Investment Limited, a substantial
shareholder of the Company, is an indirect subsidiary of Sing Tao
News Corporation Limited. He had worked in the corporate finance
field with an international bank for four years and held a senior
position with a publicly listed printing company. Mr. Yang holds a
double bachelors’ degree in accounting and finance from Boston
University, the United States of America.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Lum Pak Sum, aged 49, appointed as independent
non-executive Director on 28 April 2009, Mr. Lum holds a
master degree in business administration from the University of
Warwick, UK and a LLB (Honor) degree from the University of
Wolvernampton, UK. He is currently a fellow member of the Hong
Kong Institute of Certified Public Accountants and the Association
of Chartered Certified Accountants, UK. Mr. Lum has over 18
years’ experience in the financial field, the money market and
capital market. He was the independent non-executive director
of Fu Cheong Interational Holdings Limited (the listing of the
shares of it was cancelled on 28 June 2006) for the period from
September 2004 to June 2006, Grand Field Group Holdings
Limited (stock code: 115) for the period from July 2004 to May
2008, Golife Concepts Holdings Limited (stock code: 8172) for
the period from September 2005 to December 2008 and Heng
Xin China Holdings Limited (stock code:8046) for the period from
June 2007 to November 2008. He is currently an independent
non-executive director of Xian Yuen Titanium Resources Holdings
Limited (stock code: 353), Waytung Global Group Limited (stock
code: 21) and Bestway International Holdings Limited (stock code:
718). These companies are listed on the Stock Exchange of Hong
Kong.
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Mr. Law Chun Choi, aged 49, appointed as independent non-
executive Director on 22 April 2010. Mr. Law is a practising
and fellow member of the Hong Kong Institute of Certified
Public Accountants, a fellow member of the Association of
Chartered Certified Accountants, the Hong Kong Institute of
Company Secretaries and the Institute of Chartered Secretaries
and Administrators. Mr. Law graduated from The Hong Kong
Polytechnic University with a Postgraduate Diploma in Corporate
Administration and Professional Diploma in Accountancy.

Mr. Law is the Financial Controller and Company Secretary of
China Infrastructure Investment Limited (stock code: 600) since
2005. He is a rich-experience accountant and has extensive
experience in diversified business in Asia-Pacific. Mr. Law is also
a director of Jade Century Investments Ltd., a private investments
holding company incorporated in BVI, since April 1998.

Mr. Mak Ka Wing, Patrick, aged 45, appointed as independent
non-executive Director on 22 April 2010. Mr. Mak is a registered
solicitor of the High Court of Hong Kong and a senior partner of
Patrick Mak & Co., Solicitors. Mr. Mak has over 10 years' legal
experience as a practicing solicitor. He was awarded the Common
Professional Examination Certificate in Laws by the University of
Hong Kong in 1995 and was awarded his Postgraduate Certificate
in Laws (P.C.LL) by the University of Hong Kong in 1998.

Mr. Mak worked in Dublin, Ireland with Messrs. Donald T. McAuliffe
& Co., Solicitors of Ireland from 1990 to 1991 and worked in
London, England with Messrs. Sparrow & Trieu, Solicitors from
1991 to 1992,

Mr. Mak is being an independent non-executive director of U-right
International Holdings Limited (Provisional Liquidators Appointed)
(stock code 627).

Karce International Holdings Company Limited
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DIRECTORS' REPORT
EFOWMES

The directors of the Company (the ‘Directors”) present the annual
report and the audited consolidated financial statements of the
Group for the year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 47 to the
consolidated financial statements. During the year, the electronic
products and printed circuit boards businesses were disposed.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2009
are set out in the consolidated statement of comprehensive
income on page 45 and 46. The Directors do not recommend
the payment of a final dividend for the year ended 31 December
2009. There is no arrangement under which a shareholder of the
Company has waived or agreed to waive any dividends.

SHARE CAPITAL MOVEMENT

Details of movement in share capital of the Company during the
year, together with the reasons therefor, are set out in note 33 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company did not have any reserves available for distribution
to shareholders as at 31 December 2009 (2008: nil). Under the
Companies Act 1981 of Bermuda (as amended), contributed
surplus is available for distribution to shareholders.
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However, the Company cannot declare or pay a dividend, or make
a distribution out of contributed surplus if:

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

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

DIRECTORS AND SERVICE
CONTRACTS

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

Executive Directors

Mr. Tong Shek Lun
(Chairman and Managing Director)
(resigned on 2 March 2009)
Mr. Chim Kim Lun, Ricky
(appointed as Chairman and Managing Director
on 2 March 2009 and resigned on 16 April 2009)

Mr. Sun Ying Chung
(appointed as Chairman and Managing Director
on 16 April 2009)
Mr. Cheng Kwok Hing, Andy
(resigned on 22 April 2009)
Mr. Chan Sung Wai
(appointed on 16 April 2009)
Mr. Wong King Lam, Joseph
(appointed on 12 October 2009)

Karce International Holdings Company Limited
Annual Report 2009
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Non-executive Directors

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

Independent non-executive Directors

Mr. Sun Yaoquan
(resigned on 1 February 2009)
Mr. Goh Gen Cheung
(resigned on 9 February 2009)
Mr. Wan Hon Keung
(resigned on 31 December 2009)
Mr. Tse Yuk Kong
(appointed on 2 March 2009 and resigned on 28 April 2009)

Mr. Lum Pak Sum
(appointed on 28 April 2009)
Mr. Chan Siu Wing, Raymond
(appointed on 2 April 2009 and resigned on 7 April 2010)

Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2070)

Mr. Law Chun Choi
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick
(appointed on 22 April 2010)

In accordance with Bye-law 87(1) and 87(2) of the Company's
bye-laws, Mr. Wong King Lam, Joseph, Mr. Lee Kwok Leung,
Mr. Law Chun Choi and Mr. Mak Ka Wing, Patrick will retire at
the forthcoming annual general meeting and, being eligible, offer

themselves for re-election.
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DIRECTORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

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

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

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

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

As at 31 December 2009, the interests and short positions of RZZEZENF+_A=+—8 BEBE LM FE57
the Directors and the chief executives of the Company and their =& A M EREEH ([5E5 MBS0 ]) FE3621648 E
associates in the shares, underlying shares and debentures of the MR B 2 B ERBE LT AR EEHITE
Company and its associated corporations (within the meaning of 5 5 EIZXE A ([1ZXEST B ) AR R 7] & & 745 B
the Securities and Futures Ordinance (Chapter 571 of the Laws A XSG ER AT ([BMAM])BITE®H AT E
of Hong Kong) (the “SFO”"), as recorded in the register maintained FRFEBTHRABEBES 2 HMEBATRARARE
by the Company pursuant to section 352 of the SFO, or as HEHEE (TERFHRBEGD) 2% - BRI
otherwise notified to the Company and The Stock Exchange of M RESTERZEZRARNT

Hong Kong Limited (the “Stock Exchange”) pursuant to the Model

Code for Securities Transactions by Directors of Listed Companies

(the"Model Code”), were as follows:

() Ordinary shares of HK$0.1 each of the ) XARISREECIBIZERR

Company (Long positions) (&)

Percentage

Number of of issued

ordinary share capital of

Name of Director Type of interest shares held the Company

BEz (HERABRERT

BEEpE EEME ZEREE RAEZADHL

Mr. Sun Ying Chung Individual 23,000,000 3.27%

FEHTREE (PN ¥
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(i) Share options (i) RIBRE
Details of the Directors' interests in share options of the EERNARRIRERE CERFBHN TR
Company are set out in the section headed “Share Option FERRAEETEIl Mo

Scheme” below.

Other than disclosed above and in the section headed @LY& [REBIRAERTE ) —MATIEEEN A
“Share Option Scheme” none of the Directors and the chief RAEFEENTETBABRBEECHEALTR
executives of the Company and their associates had any ZEENFT AT —BEERARARNE
interests or short positions in any shares, underlying shares FAREEE (EERFE %&Hﬁfﬂﬂﬁﬂ)ZEﬂ
or debentures of the Company or any of its associated B~ AERE AR (D S E S B (T BB E %

corporations (within the meaning of the SFO) that was K EAE 6 8535216 T LA R 8 sl B IR IR AT 282

required to be recorded pursuant to section 352 of the Bl M AR 7 K B “%;ﬁﬁ%i&Z%fmImE o

SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code at 31 December
2009.

SHARE OPTION SCHEME mERESTE

Particulars of the Company's share option scheme are set out in -~ AR A REERAETE 2515 SNGAPBHERME
note 34 to the consolidated financial statements. No options have 34 - B £ AR BE AR 51 21 LA SR - B AR 1R sR BE AR i 51
been granted under the share option scheme since its adoption. SR B R o

Other than the share option scheme disclosed above, at no time B X E 7 REERE 2150 WAREE E )5
during the year was the Company or any of its subsidiaries a party A » A2 &) sk E (T B A s E L2 BT AL HE B
to any arrangements to enable the Directors or their respective FEEXWESAZERBAARKEFLAEEE K
spouses or minor children to acquire benefits by means of the RAISKAERMEMEABRE ZBHskEHmER-
acquisition of shares in, or debentures of, the Company or any

other body corporate.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2009, 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:

FERR

BEXEFREBTRARZ BHER] IREL
ETESME R_BBAET A= T—ARE
BH R E DI BCHTE 2 L ERTLMER
THBRRE ARADARNARFRE RARRLS
o A SO

Long positions #E
Percentage
Number of of issued
ordinary share capital of
Name of shareholders Capacity shares held the Group
BEZ |HERKEERT
REREH g% ZBEREE BAzES K
Golden Mount Limited (Note 1) (Ff#E1) Beneficial owner 151,180,000 21.52%
EmA A
Perfect Treasure Investment Limited Beneficial owner 90,764,000 12.92%
(Note 2) (Ffi7E2) BEmEA
Notes: B 5
1) Golden Mount Limited is beneficially owned by Mr. Chim Pui (1) Golden Mount Limited i & 15 8 %0 A (AR Q&) I

Chung who does not hold any position in the Company.

@) Perfect Treasure Investment Limited is a company incorporated
in Hong Kong and a wholly-owned subsidiary of Sing Tao News
Corporation Limited, a company incorporated in Bermuda and
whose securities are listed on the Stock Exchange.

Other than as disclosed above, the Company has not been
notified of any person, other than a Director of the Company, had
any other interests or short positions in the shares and underlying
shares of the Company as recorded in the register required to be
kept under section 336 of the SFO as at 31 December 2009.

EEEMES) BESES -

2) Perfect Treasure Investment Limited /& — 7 &8 i+
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group's largest and top five suppliers
accounted for approximately 14% and 29% of the Group's
total purchases, respectively. The Group'’s largest and top five
customers accounted for approximately 37% and 59% of the
Group's total turnover, respectively.

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

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

The Company had outstanding zero coupon convertible bonds
in the amount of HK$300,000,000, issued in January 2009,
convertible at HK$0.4 per share, due in 2014, were issued for the
very substantial acquisition of LcoS Television where details have
been disclosed in note 35.

Save as disclosed above, the Company had no outstanding
convertible securities, warrants or other similar rights as at
31 December 2009 and there has been no exercise of any
convertible securities, warrants or similar rights during the year.

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

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's bye-laws or the laws of Bermuda, which would oblige
the Company to offer new shares on a pro-rata basis 1o its existing
shareholders.
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DIRECTORS' REPORT
EEOWMES

EVENTS AFTER THE REPORTING
PERIOD

Detalils of significant events after the reporting period are set out in
note 50 to the consolidated financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2009 with the Code of Corporate Governance
Practices as contained in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong Limited
(the"Listing Rules”). A report on the principal corporate governance
practices adopted by the Company is set out on pages 16 to 24.

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

EMOLUMENT POLICY

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

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

The Company has adopted a share option scheme as an incentive
to Directors and eligible employees, details of the scheme are set
out in note 34 to the consolidated financial statements.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within the
knowledge of the Directors, it is confirmed that there is a sufficient
public float of the issued share capital of the Company throughout
the year ended 31 December 2009.

AUDITORS
A resolution for the re-appointment of HLB Hodgson Impey

Cheung as auditors of the Company will be proposed at the
forthcoming annual general meeting.

On behalf of the board of Directors

Sun Ying Chung
Chairman and Managing Director

Hong Kong
28 April 2010
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INDEPENDENT AUDITORS'™ REPORT

B AZBEN RS

B & 85 E %

Hodgson Impey Cheng

R

HLB

Chartered Accountants
Certified Public Accountants

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

We were engaged to audit the consolidated financial statements
of Karce International Holdings Company Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out
on pages 45 to 1569 which comprise the consolidated statement
of financial position as at 31 December 2009, the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

BASIS FOR DISCLAIMER OF OPINION

Limitation of scope - BE & X E (B M) BR A
Al (transliterated as “United Opto-Electronics
(Suzhou) Co., Ltd.) (the “PRC Subsidiary”)

The Group has been unable to obtain the books and records and
related supporting documents of the PRC Subsidiary for the period
from 15 January 2009 (date of acquisition) to 30 November 2009
(date of deconsolidation). We were therefore unable to carry out
audit procedures to obtain sufficient appropriate audit evidence
to satisfy ourselves as to the nature, completeness, accuracy,
existence, valuation, classification and disclosures in respect of
all of the transactions undertaken by the PRC Subsidiary during
the year ended 31 December 2009. We were also unable to
carry out audit procedures that we consider necessary to satisfy
ourselves as to the completeness and existence of any significant
contingent liabilities, commitments and events after the reporting
period relating to the PRC Subsidiary. Any adjustments that might
have been found to be necessary in respect of the above financial
information would have a significant effect on the consolidated

Karce International Holdings Company Limited
Annual Report 2009
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statement of comprehensive income of the Group for the year
ended 31 December 2009. The financial information of the PRC
Subsidiary which has been included in the consolidated statement
of comprehensive income of the Group for the year ended 31
December 2009 is summarised as below:

Ty ERERE-FIAFT A=+ AL
FEZEASHARRELEANE A BEE
RE-SEAF+-A=+—BLERZBARE
135K PO 2 o BB A ° 2 B B AR T -

Income and expenses of the PRC Subsidiary A ESXEEBZE-_TThEFE+=A
for the period from 15 January 2009 to =+—HLEFEZHREEZHBZERAZ
30 November 2009 as included in the PEMNEARE-—FTEAF—HA+EA
consolidated statement of comprehensive EEEAFT-A=1tHLEHEZK
income of the Group for the year ended 31 ARBX
December 2009

HK$'000

FAT

Administrative expenses TEAX (1,810)
Loss for the period REAME &R (1,810)

Net loss arising from deconsolidation of
subsidiaries on 30 November 2009 as
included in the consolidated statement of
comprehensive income of the Group for the
year ended 31 December 2009

A EEESE=—ZEEThE+=A
=+—HLEFESEZ2HEZERAZR
—EEARE+—A=1+HEHESHEB
DRI EERFEE

HK$'000

T

Goodwil EES 77,685
Intangible assets mEE 668,000
Property, plant and equipment VI WS KR 854
Inventories FE 2,730
Prepayments, deposits and other receivables TE B - e R E b G TE 620
Bank balances and cash RITHEFE MRS 4
Accruals and other payables JEEHE A R H th FE T 5018 (3,487)
Deferred tax liabilities RERIBEE (143,600)
Net loss on deconsolidation of subsidiaries BUEG A B AR BT 602,806
RREBXEEERAA

CEREAEFER
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Included in “Net loss on deconsolidation of subsidiaries” as shown
in the consolidated statement of comprehensive income for
the year ended 31 December 2009, was loss of approximately
HK$602,806,000 arising from the deconsolidation of Pacific
Choice Holdings Limited and its subsidiaries (collectively referred
to as the “Pacific Choice Group”) on 1 December 2009. Due to
the effect of the limitation described as above, the Group was
unable to ascertain the valuation, existence and completeness
of the assets and liabilities of the Pacific Choice Group as at the
date of deconsolidation. The Group was also unable to reliably
and accurately assess the valuation of the goodwill and intangible
assets in accordance with HKFRS 3 and HKAS 38 respectively on
the date of deconsolidation. We were therefore unable to carry out
audit procedures to obtain sufficient appropriate audit evidence to
satisfy ourselves as to whether the loss on the deconsolidation of
the Pacific Choice Group and the loss included in the consolidated
financial statements up until the date of deconsolidation of the
Pacific Choice Group, as well as the related disclosures set out
in the notes to the consolidated financial statements are free
from material misstatement. Any adjustments that might have
been found to be necessary in respect of the above would have
a consequential significant effect on the consolidated statement
of comprehensive income of the Group for the year ended 31
December 2009 and its cash flows for the year then ended.

Included in notes 21 and 41 was the goodwill with the carrying
amount of approximately HK$77,685,000 arising from the
acquisition of the Pacific Choice Group (the “Acquisition”). The
assets and liabilities of the PRC Subsidiary are significant to the
Pacific Choice Group on the date of acquisition. For reasons as
explained above, we were unable to carry out audit procedures
to obtain sufficient appropriate audit evidence to satisfy ourselves
as to nature, completeness, accuracy, existence, valuation,
classification and disclosures in respect of the assets and
liabilities acquired from the Acquisition on 15 January 2009.
Any adjustments that might have been found to be necessary
in respect of the above would have a significant effect on the
carrying amount of the goodwill arising from the Acquisition on

Karce International Holdings Company Limited
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15 January 2009. The financial position of the PRC Subsidiary as
at 15 January 2009 which has been included in note 42 to the
consolidated financial statements of the Group for the year ended
31 December 2009 is summarised as below:

Assets and liabilities of the PRC Subsidiary as at
15 January 2009

TE -hENBARNR _TTNF-—A+RRAZH
BRAEHAN EERBEZE_TTAF+_A=1+—
Bt FEZEAMBRRM TN BT

FEHBLREAR-—EENF-FATHAZ
EERERE

HK$'000

T T

Property, plant & equipment W E L&A 1,268
Inventories 5B 2,730
Deposits and prepayments e RIBNKIE 1,965
Bank balances and cash WRITHEFRAS 45
Accruals and other payables FEEHE A R H M BT B (3,487)
2,621

DISCLAIMER OF OPINION: DISCLAIMER
ON VIEW GIVEN BY FINANCIAL
STATEMENTS

Because of the significance of the matters described in the
basis for disclaimer of opinion paragraphs, we do not express an
opinion on the consolidated financial statements as to whether
they give a true and fair view of the state of affairs of the Group
as at 31 December 2009 and of the Group'’s loss and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and as to whether the financial statements
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

In respect alone of the limitation on our work as described in the
basis for disclaimer of opinion paragraphs above:

° We have not obtained all the information and explanations
that we considered necessary for the purpose of our audit;
and

° We were unable to determine whether proper books of
account had been kept.
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MATERIAL UNCERTAINTY
CONCERNING GOING CONCERN BASIS
OF ACCOUNTING

Without further qualifying our opinion, we draw attention to note
3 to the financial statements which indicated that the Group
incurred a net loss of approximately HK$585,670,000 during
the year ended 31 December 2009 and, as of the date, the
Group's total liabilities exceeded its total assets by approximately
HK$255,849,000. These conditions, along with other matters as
set forth in note 3, indicate the existence of a material uncertainty
which may cast significant doubt about the Group's ability to
continue as a going concern.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 28 April 2010

Karce International Holdings Company Limited
Annual Report 2009
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

/\‘/T\ =) %@TE)/\

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

2009 2008
—EENF —ET)N\F
Notes HK$’000 HK$'000
B 5 FERT T
Continuing operations BESEER
Revenue Yz 5 43,485 70,681
Cost of sales $HE AR (54,043) (100,612)
Gross loss E1E (10,558) (29,931)
Other revenue and gain g A PN ST & 6 138 203
Selling and distribution costs HE R IHER (620) (1,545)
Administrative expenses TERAX (17,183) (22,146)
Gain on cancellation of A ERINE
promissory notes 28,297 —
Loss on early redemption of IREBL AN EZERE 7 EE
promissory notes 36 (61,351) -
Net loss on deconsolidation of BUHAR A T B A R E 18
subsidiaries SEE 42 (602,806) -
Gain on disposal of subsidiaries, net HEHB A T k2% 43 109,846 _
Impairment loss on available-for-sale M HEREREEE
investment - (23,268)
Finance costs A& A AR 7 (34,313) (291)
Loss before taxation B A B 18 11 (588,550) (76,978)
Taxation I8 8 1,430 (34)
Loss for the year from continuing REFFELE
operations REEZEE (587,120) (77,012)
Discontinued operations BRI
Profit/(loss) for the year from RERIEEEER 2
discontinued operations REEF, (E18) 9 1,450 (92,716)
Loss for the year REZEEE (585,670) (169,728)
Other comprehensive H2m (B%) WA
(expenses)/income
Exchange differences on translating BREBRIINEBEEZ
foreign operations PE N A= R
Exchange difference arising RNEFEEZ
during the year W=7 (1,487) 22,914
Transfer to profit or loss on disposal i & Bl NS T B
of foreign operations B IE (45,130) (6,052)
(46,617) 16,862
EREXEERRAT

“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

2009 2008
—EENE —EENF
Notes HK$’000 HK$'000
B FHET T T
Change in asset revaluation reserve  AEBhH##E 2 &
Revaluation surplus on buildings BFEHAR - 307
Deferred tax on revaluation of BFEMIELERIEA
buildings _ 77)
- 230
Loss on fair value change of AHPEREQNFEED
available-for-sale investment 518 (2,030) (436)
Other comprehensive (expenses)/ AREFHM2E (FAX)
income for the year, net of tax WA (0B FRIE) (48,647) 16,656
Total comprehensive expenses AEEHMEEAX
for the year (634,317) (163,072)
Loss attributable to: AT FE(G EiE
Owners of the Company ZINNETEF TN (585,670) (169,728)
Total comprehensive expenses AT REGEEFAS 85 :
attributable to:
Owners of the Company INNETEZ =N (634,317) (153,072)
Loss per share BRESR 14
From continuing and REFELEELR
discontinued operations 1A T
Basic and diluted AR REE
(HK cents per share) (&AW (83.71) (26.62)
From continuing operations REFELEER
Basic and diluted ERREE
(HK cents per share) (RN (83.92) (12.08)

The accompanying notes form an integral part of these financial

statements.

Karce International Holdings Company Limited
Annual Report 2009
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MR

As at 31 December 2009 R=ZEEAF+-A=+—H

2009 2008
—EEhEF —EENF
Notes HK$’000 HK$'000
B 5k FET FBIT
Non-current assets IRBEE
Property, plant and equipment M BRE R R 16 - 53,676
Prepaid lease payments FEf e 17 - 3,526
Available-for-sale investment AEHERE 18 - 8,241
Club debenture 2RES 19 - 600
Intangible asset EBmREE 20 - =
Goodwill Bk 21 - =
- 66,043
Current assets RBEE
Inventories FE 22 - 7,074
Trade and bills receivables B Z WA R EREE 23 8,238 29,782
Prepayments, deposits and other FENFIE EERk
receivables H A fE W SRR 24 89 28,899
Amount due from a related company & U — B8 3 2 R FIE 25 7,171
Bank balances and cash RITEFERRS 26 25,544 1,609
41,042 67,364
Assets classified as held for sale DEABEHEZEE 10 = 382,490
41,042 449,854
Current liabilities REBAE
Trade and bills payables B2 ENFIENENRE 27 127 22,139
Accruals and other payables FERTE A KA b e 5RIR 28 967 30,815
Amount due to a shareholder JEfS— Hx%m 29 3,000 15,500
Amount due to a related company J& {5 — [ B 2 SKIB 30 163 =
Tax liabilities MIBAE - 20
4,257 68,474
Liabilities associated with assets DEABELEEE
classified as held for sale 7f Mz AR 10 - 190,971
4,257 259,445
Net current assets mEEEFE 36,785 190,409
RRBEEEERAA

“EREAFEFER
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ARe ISR

As at 31 December 2009 R=ZEAF+-A=+—H

2009 2008
—EEhEF —EENF
Notes HK$’000 HK$'000
B 5k T T T 7T
Total assets less current WEERRBAEME
liabilities 36,785 256,452
Non-current liabilities ERBERE
Amount due to a shareholder JEAT — B R IE 29 18,430 =
Convertible bonds AT ES 35 176,785 =
Deferred tax liabilities BT IE & FE 37 22,388 3,182
Promissory notes I L 36 75,031 =
292,634 3,182
Net (liabilities)/assets (BRE) BEFE (255,849) 253,270
Capital and reserves BEAXRf#EE
Share capital ez e 70,236 65,236
Reserves e (326,085) 188,034
(255,849) 253,270
The consolidated financial statements on pages 45 to 159 were &N EASEHEZF 1 59,5\2%““/\@1%“#&%75’\ —Z4F
approved and authorised for issue by the Board of Directors on 28 PO A —+/\BEEE € H:8 RIFE T 1 EE T’ilJ o

April 2010 and are signed on its behalf by:

Sun Ying Chung
EoTR

Chairman and Managing Director

FTIEREFLIETE

The accompanying notes form an integral part of these
consolidated financial statements.

Karce International Holdings Company Limited
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

/\‘/T\ T
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EHR

For the year ended 31 December 2009 HZ=

TT

===

NETZRA=+—HLFE

Attributable to owners of the Company

ARREEARE
Retained
Asset  Investment profits/
Share Share Capital Special revaluation  revaluation (accumulated Discontinued
capital  premium reserve reserve reserve reserve losses) ~ operations Total
gE RE REER/ Al
Bx  RGEE  EARE  KEER bl EfiRk (BitE8R)  BExR At
HK$000 HK$000 HK$000 HK$000 HKB000 HK$000 HK$000 HK$000 HK$000
T T#n T Tin T ThL T T Tin
(note ) [note ) (note i) (note 10)
(Kt (W) (i) (HizE0)
A1 January 2008 RZEZN\5-R-A 54,436 82,364 35,697 19,487 51,949 - 93,326 - 315,031
Loss for te year FEERE - - - - - - (169,728) - (160728
Other comprehensive income/ AERAMRARN/
(expenses) for the year (Bx) - - - - 230 436) - - 16,656
Total comprehensive income/ AEERENA/ (FX)
(expenses) for the year B = = = = 230 436) (169,728) = (153,072)
Transfer to disconfinued SRR HIERK
operations - - (9,513 (16,930) (40,534) - - 101,967 -
Transfer to proft or loss HEMN S HRERZER
on disposal of
foreign operations - - - - (3989 - 3,989 = =
Isste of ordinary shares ROEARL 10,800 21,600 - - - - - - 32,400
Share issue expenses ERHRR (1,089) - - - - - - 1,089)
At 31 December 2008 and
at 1 January 2009
65,236 102,875 26,084 3967 7,666 436) (12413 101,967 263210
Loss for the year LEEER - - - - - - 585,670) - (B856T0)
Other comprehensive expenses AEEEMRERR
forthe year - - - - - (2.030) = 35,990) (48,647)
Total comprehensive expenses AEERERREE
for the year - - - - - (2.080) (685,670) (35,990) (634,317)
Transfer to proft or loss HEMN S HRERZER
on disposal of
foreign operations = = (26,084) (3,680) (7,698) 2466 107,484 65,977) -
Isste of ordinary shares Brgak 5,000 - - - - - - - 5,000
Share issue expenses RAZTRT 200) - - - - - - 200)
Equity component of convertile MERES EEDH
bonds = - - - - - - - 144,189
Defered tax arshg flom ssue of B TTRREREEZ
convertible bonds BRERE - - - - - - - - (23,791)
At 31 December 2009 RZZENE
tZA=1-A 70,236 102,675 = (123) - - (650,599) = (255,849
EREXEERRAT
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

de N 7 gy
/—_l_\ T / N\ /o %j] %
N

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEE

Notes: I

(i) The share premium account of the Group includes shares issued by (i)
the Company at premium.

During the year ended 31 December 2009, the Company had
issued 50,000,000 new shares pursuant to the subscription shares
under general mandate at the subscription price of HK$0.1 per
subscription share. Legal and professional fee of approximately
HK$200,000 was incurred in relation to the issue of subscription
shares.

(ii) The capital reserve of the Group represents the reserve arising from (i)
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.

(iii) The special reserve of the Group represents the difference between (iii)
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.

(v)  The statutory reserves of the Group represents reserve required (iv)
by the relevant laws of the People's Republic of China (the “PRC")
applicable to the Company's PRC subsidiaries and is appropriated
at directors’ discretion. The statutory reserves can be used to make
up prior years’ losses of the PRC subsidiaries, if any, and can be
applied in conversion into capital after approval by PRC authorities.

(V) The convertible bonds reserve represents the equity components of (V)
the convertible bonds issued. The convertible bonds issued is split
into their liability and equity components at initial recognition at the
fair values of each of the convertible bonds, which are determined
by independent qualified professional valuers.

AEBEZRODBEERBEARINIREERTZRE -

HE_ZZNF+-A=1t—HILFE AQFER
B—RERETZRABROEABESTRABRNG
0.1 7T 3 1750,000,0008% 37 A 17 ° B2 1 TR AR 15
EEEEREFEE F4200,0004 7T ©

AEE 2z ERBEDEREBEEEEANTREKBH
JB AR Z B GS A KA — KB AR 2 RE A
REMEL Z FEH

REEZFRFEDREEESHARARNBE AT
ZEBETEAMBEMNE AR ZERITRARER
BERzEHE-

REB 2 EERBIRBERNARE T EARLRM
(TR B )Mt A R 2 A B BUA DI P AR € &8 32
2 EEABIEEA - K BEARAPIHER R
ERFERARNERTENBARBEFEZEE ()
B)LAERRE AR

Ak ESFEEIDEE R RRES 2 Bm i -
EETABRBESFNIFSR A HERR S ATRRES
B o REERERED  DHBLSEREXEM
ERVEE -

The accompanying notes form an integral part of these financial — B&Mt ~ MY st B2 EHEHRK 2 — 2615 °

Statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

/\‘/T\/\EE\/ iz )L E 2%

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

2009 2008
—EENE —ZET)N\F
Notes HK$’000 HK$'000
B 5 FE T T 7T
Operating activities rEEK
Loss before taxation: Br BB E 1S
Continuing operations FECE T (588,550) (76,978)
Discontinued operations IR TS 1,450 (86,321)
(587,100) (163,299)
Adjustments for: BT SIEAE
Finance costs A& B 7 35,104 4,703
Impairment loss recognised in B FEWGRIERER
respect of trade receivables B EE 2,156 6,861
Write down of obsolete and PR B8 K S5 17 & MU
slow moving inventories 12 1,065
Reversal of impairment loss B Z EBFIRTER
recognised in respect of BB EERE
trade receivables - (523)
Reversal of obsolete and slow EMURMRE REHETE
moving inventories written down 2 $& o - (2,499)
Interest income FE U A (16) (393)
(Gain)/loss on disposal of subsidiaries, HEMBAT 2
net (Wa) /BB FHE 43 (109,846) 31,606
Impairment loss recognised in REFIEFER
respect of on club debenture BEEE - 580
Gain on fair value change of HEMENTEE
investment properties & - (128)
Gain on cancellation of FESE AR iR 2 W
promissory notes 36 (28,297) -
Loss on early redemption of bt IS R
promissory notes EEZEE 36 61,351 =
Net loss on deconsolidation of BUBAR A M B A Rl Es1E
subsidiaries F R 42 602,806 -
Depreciation and amortisation & & 2 5 13,467 38,112
Revaluation surplus on buildings EFEHAK - (484)
Loss on disposal of property, HEWE - BE &
plant and equipment Bz EE 287 240
Unrealised (gain)/loss on fair value % """"" AENTAE SR T A
change of derivative financial NEEEE (WE),
instruments &1 (510) 715
Loss on disposal of HENHEEREZ
available-for-sale investment &1 - 258
Impairment loss on RAEEERERRZ
available-for-sale investment BEEE - 23,268
Operating cash flows before HEERARAZ
movements in working capital KERERE (10,586) (569,918)
Decrease in inventories FERD 2,871 6,148
RRBEEEERAA
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CONSOLIDATED STATEMENT OF CASH FLOWS

mABETRER

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

2009 2008
—EENF —EENF
Notes HK$’000 HK$'000
Bt 5 FET T35 T
Decrease/(increase) in trade and bils B 5 FEYg 7718 & e Ir = 4%
receivables w (38 n) 17,385 (5,699)
Decrease/(increase) in prepayments,  FENMNFIE 2 E& &
deposits and other receivables H A fE Y SR8
A (3G ) 15,271 (28,438)
Decrease in trade and B 5N IE R EN T
bills payable N (11,417) (28,884)
(Decrease)/increase in accruals and FERTE A & B fh FE 1 5/ IR
other payables CRA) /0 (15,344) 36,310
Increase in amount due to JE— R E B IEE
a director - 1,600
Increase in amount due from a related  fE U — & B8 28 A &) FRIB I N
company (7,171) -
Increase in amount due to & — A R R IEIE N
a shareholder 5,930 15,500
Increase in amount due to a related JE — R E A Al I8
company 30 22,675 =
Cash generated from/(used in) kB (R EEER
operations ZHRE 19,614 (63,481)
Hong Kong Profits Tax refund EREEBMNEH 27 716
PRC Enterprise Income Tax paid B BETCEMSH - (5,342)
Net cash generated from/(used in) KB ~(FER) K& X%
operating activities ZEEFE 19,641 (68,107)
Investing activities REXEK
Purchase of property, BEWE BERZE
plant and equipment (2,544) (18,666)
Interests received B U A B 16 393
Proceeds from disposal of property, HEVE - -HE K
plant and equipment RAEPTIS IR R 637 1,648
Proceeds from acquisition of W S 8~ R P 1S K8
subsidiaries, net R (885) =
Derecognition of cash of BUBEREREBUBLRE
subsidiaries deconsolidated B ARZEHEE (4) -
Proceeds from disposal of aek= U DN S SO
subsidiaries, net R 239,723 22,784
Proceeds from disposal of HENHEEREMS
available-for-sale investment IR - 6,015
Net cash generated from REBREXEK2EHEFE
investing activities 236,943 12,174

Karce International Holdings Company Limited
Annual Report 2009



CONSOLIDATED STATEMENT OF CASH FLOWS

,\\/T\/\EE\/ iz L EE 2%

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

2009 2008
—EENF —ET)N\F
Notes HK$’000 HK$'000
B FHBT T T
Financing activities Al E K
Proceeds from bank borrowings IRITIEE PSS RUE - 53,428
Repayment of bank borrowings EBRTEE - (54,924)
Repayment of obligations under EEREAERMT
finance leases - (4,905)
Repayment of promissory notes Eﬁﬁﬁ =B (250,000)
Interest paid on bank loans RITERE M E (649) (2,568)
Interest paid on overdraft and others &1 ﬁ S'i N E At ﬂ B (100) (1,943)
Interest paid on obligations under REHERFEENFHE
finance leases (90) (192)
Proceeds from issue of ordinary shares %17 & 3@ A% B 15 208 5,000 32,400
Payment for share issue expenses 1D 31T 3K (200) (1,089
Net cash (used in)/generated (¥R) REBEXKEZ
from financing activities ReFHE (246,039) 20,207
Net increase/(decrease) in HeRkBEELEEER
cash and cash equivalents #im, Gd) B 10,545 (35,726)
Cash and cash equivalents FNzREeRBELEE
at the beginning of the year EE 16,477 53,179
Effect of foreign exchange EREEH o FE
rate changes (1,478) (976)
Cash and cash equivalents ERZRERBEEE
at the end of the year HH 25,544 16,477
Analysis of the balances of cash BRE&RELZEHIER £k
and cash equivalents By
Bank balances and cash WITEFERAS 25,544 1,609
Cash and cash equivalents and STARHER B4R 23R
bank overdrafts included in a e RBESFEEB R
disposal group held for sale RITHEZ (MFFE10)
(note 10) - 14,868
25,544 16,477
The accompanying notes form an integral part of these financial — B&MT 2 M5 Bz S8 15 H Kk 2 — 3617 ©
statements.
EREXEERRAT
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GENERAL

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

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in Note 47.

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

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

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

HKAS 1 (Revised) Presentation of Financial Statements

HKAS 23 (Revised) Borrowing Costs

HKAS 32 & 1
(Amendments)

Puttable Financial Instruments and
Obligations Arising
on Liguidation

HKFRS 1 & HKAS 27 Cost of an Investment in a

(Amendments) Subsidiary, Jointly Controlled
Entity or Associate
HKFRS 2 Vesting Conditions and
(Amendment) Cancellations
HKFRS 7 Improving Disclosures about
(Amendment) Financial Instruments

Karce International Holdings Company Limited
Annual Report 2009

Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEE

—RER

ARBN—HEBREEMR L2 EREER
DA ERONEBHERIZMERAR ([H
R B RAR MM SR LT EEEH
REZHUA RN FRZ AR ERARKE -

ARBR—FEREZERAR EMNBARZE
BEBHNHIEEAT

HAPBHRRAET (ARRZNEER)
EXIL

RAFE AEERANATZEHEE SETAD
R ([BRETAE ) EMZER BRI
2B ([HEEUBREER])  ZFER K2
BEEHRDKER

BEGERE 1R BEREZ 2T
(&E3T)

B G ERF235 fEERA
(&53T)

ERQERERRR THRESBIARBERELZ
F1% (BFTR) BT

BN BRSER RIB AR - RS E
F1HRBESFEA e an SEMA
E27% (BET )

EEMBREENFR BEEEREH
(BRTA)
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Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

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

HKFRS 8 Operating Segments
HK(IFRIC) — Int 9 Embedded Derivatives
& HKAS 39
(Amendments)

HK(FRIC) — Int 13 Customer Loyalty Programmes

HK(FRIC) — Int 15 Agreements for the Construction of

Real Estate
HK(FRIC) — Int 16 Hedges of a Net Investment in a
Foreign Operation

HK(FRIC) — Int 18 Transfers of Assets from Customers

HKFRSs Improvements to HKFRSs issued in
(Amendments) 2008, except for the amendment
to HKFRS 5 that is effective for
annual periods beginning on or
after 1 July 2009
HKFRSs Improvements to HKFRSs issued in
(Amendments) 2009 in relation to

the amendments to paragraph 80
of HKAS 39

HKAS 1 (Revised) “Presentation of Financial Statements”
has introduced terminology changes (including revised titles
for the financial statements) and changes in the format and
content of the financial statements.

HKFRS 8 “Operating Segments” is a disclosure standard
that has resulted in a change in presentation of the segment
information (see note 5).

ERUBEE TR M8
T8 (BRUBRSE  BAKGLIA
aRZEE)

—RBEIRM
BB eitE|
E395% (BFTA)
B (BB BERE RE B2
ZEZE9)
—REF18%
B (BB B#E FHERERR
ZEZE®)
—REF15%
5 (BB BE#RE BANEBIRE F RO
ZEZE9)
—REF16%
B (EBHB#E BREPEE
ZEZET)
—REF18%
BB RS ER %:iiﬂi%ﬁZ%%%%
(BFIAR) AR 7 B R
ENELA— EIZ&%%
ZEEHEAERZ BB
AR ELR 2 EFT BRI
BB SRS ER RZZSNFRHHEERE

(BF%) REER 2BCE BRER]

BB L5305 F808

FREGTENE R (KER]) TMBERELE
@H%Aﬁﬁﬂa“@(@%iﬁﬁﬁﬁ%ZM
B)ARABRRBARARE

BB REEREG [KEDI | 2—THIF
EAED B LS BERZ 2 HRIELHENR (R
MzES) °

RREXEEARLA
“EREAFEFER
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Notes to the Consolidated Financial Statements
A SRR MY R

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

2. APPLICATION OF NEW AND 2. A RKEITEBNBREEL
REVISED HONG KONG FINANCIAL (BEEMHHREED]) 2EH
REPORTING STANDARDS (%)

(“HKFRSS”) (continuea)

The amendments to HKFRS 7 “Financial Instruments: BB TR REER|E7SE [T HE  #E | 2&
Disclosures” expand and amend the disclosures required N REEIATFEAELRBHESRE S 2
in relation to fair value measurements and liquidity risk. The BT - ANEBRWEEBEESI AN 2 BEE
Group has not provided comparative information for the (B EEIE N 2 HE R IR L B E ko

expanded disclosures in accordance with the transitional
provision set out in the amendments.

Except as described above, the adoption of the new and B SRRt AN - BEAR T T R S 2T 2 % B 7S
revised HKFRSs had no material effect on the consolidated AR AR EE A2 AR BT S S EIE
financial statements of the Group for the current or prior AN R TEERBEAZE -

accounting periods.

The Group has not early applied the following new and AEBWERANKATIEBMEERRERZ
revised standards, amendments or interpretations that have el M EETHER] (BT R -

been issued but are not yet effective.

HKFRSs Improvements to HKFRSs EEUBRS LR BAU BRI 2N
(Amendments) amendments to HKFRS &7 (BEAR) — B R IR R EoE
ZERT
HKFRSs Improvements to HKFRSs 2009? B TR R R-ZEZNERHE BB
(Amendments) (BFTK) WEER B
HKAS 24 (Revised) Related Party Disclosures? BB @R F045 A A\ TS
(&E7T)
HKAS 27 (Revised) Consolidated and Separate EE SRR F075% BEALBIMBRE
Financial Statements’ (&{E3])
HKAS 32 Classification of Right Issues? EE e 5305 {HER5 2 48
(Amendment) (BFTA)
HKAS 39 Eligiole Hedge ftems’ EAGEAIE0E  ABRYMER
(Amendment) (B3TK)
HKFRS 1 Additional Exemptions for First-Time EEFEMEERNF 1% HAEAE 2B R
(Amendment) Adopters? (BETAK)
HKFRS 1 Limited Exemption from EAMBRERASIE EANBRELNERY
(Amendment) Comparative HKFRS 7 ({&3TA) BAEMEREL BE T
Disclosures ERE#H %S

for First-time Adopters®

Karce International Holdings Company Limited
Annual Report 2009
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

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

HKFRS 2 Group Cash-settled Shared-based
(Amendment) Payment Transactions?
HKFRS 3 (Revised) Business Combinations’

HKFRS 9 Financial Instruments”
HKFRIC - Int 14 Prepayments of a Minimum Funding
(Amendment) Requirement?
HKFRIC — Int 17 Distribution of Non-cash Assets to
Owners’
HKFRIC — Int 19 Extinguishing Financial Liabilities with

Equity Instruments®

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

2 Effective for annual periods beginning on or after 1 January
2010, except for the amendments to HKAS 38, HKFRS 2,
HKFRIC — Int 9 and HKFRIC — Int 16 which are effective for
annual periods beginning on or after 1 July 2009

Z Effective for annual periods beginning on or after 1 January
2010

i Effective for annual periods beginning on or after 1 February
2010

9 Effective for annual periods beginning on or after 1 July 2010

G Effective for annual periods beginning on or after 1 January
2011

’ Effective for annual periods beginning on or after 1 January
2013

The application of HKFRS 3 (Revised) may affect the
Group’s accounting for business combination for which
the acquisition date is on or after 1 July 2009. HKAS 27
(Revised) will affect the accounting treatment for changes in
the Group's ownership interest in a subsidiary.

BAMBREEAE SKENRSEEURNAER

(EBF%) PANE ST &
BAMBRELEAENR EHAH
(&EzT)

BBMBEREEUEN SBIA

5 (BB BE#RE REE S ERKZ BAFE
ZREZER)
—RBE145 (BFTK)

5 (EB T B#E MEBADRIRSEE
ZREZET)
—REEITH

5 (BB BE#RE NIRATAEEERERE
ZREZER)
—REF19%

! R-FBENFEA—HZARRGIE < FRERE
£

? R-F-—FF— O EEHEZFEH
I3 - BB & 51 KR E385E  ZER B
EERFEN BB (BB HEZELZR
2) —RBEEORREE (BB REZEZ
BE) —2BEI6H TR _FFENFLA
—H A& % 2 F R R E LA S

7 R-FE—FF— [ —HXRREFR FEHRE

3%

¢ R-FB—FF - H—HXRREFHIEZ FEHE
£

o R-F—FF+ A—HXREFHIZ FRHRE
£

0 R-FE——F— A —HXRREFRZ FEHRE
3%

. R-F—=F—H—HRXRREFHIEZFEHE
£

B FAEE TS RA E REOH () WL
YENBANA-REAFLA—BRZE
S5 A 02 BRI BB R RAIB7H (48
B ERYEERAEENNER TR
W2 BB RS-

RREXEEARLA
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

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

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets
and will be effective from 1 January 2013, with earlier
application permitted. The standard requires all recognised
financial assets that are within the scope of HKAS 39
Financial Instruments: Recognition and Measurement to be
measured at either amortised cost or fair value. Specifically,
debt investments that (i) are held within a business model
whose objective is to collect the contractual cash flows and
(i have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are
generally measured at amortised cost. All other debt
investments and equity investments are measured at fair
value. The application of HKFRS 9 will affect the classification
and measurement of the Group's financial assets.

In addition, as part of Improvements to HKFRSs issued in
(2009), HKAS 17 Leases has been amended in relation to
the classffication of leasehold land. The amendments will
be effective from 1 January 2010, with earlier application
permitted. Before the amendments to HKAS 17, lessees
were required to classify leasehold land as operating
leases and presented as prepaid land lease payments
in the consolidated statement of financial position. The
amendments have removed such a requirement. Instead,
the amendments require the classification of leasehold land
to be based on the general principles set out in HKAS 17,
that are based on the extent to which risks and rewards
incidental to ownership of a leased asset lie with the lessor
or the lessee. The application of the amendments to HKAS
17 might affect the classification of the Group’s leasehold
land.

The directors anticipate that the application of the other
new and revised Standards, Amendments or Interpretations
will have no material impact on the consolidated financial
Statements.

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements
A SRR MY R

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

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

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

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

Going concern

The financial statements have been prepared on a going
concern basis. The Group had incurred accumulated losses
of approximately HK$550,599,000 (2008: approximately
HK$72,413,000) and had a deficiency in shareholder's
fund of approximately HK$255,849,000 (2008: net assets
of approximately HK$253,270,000). Notwithstanding the
above results, the consolidated financial statements have
been prepared on a going concern basis, the validity of
which is dependent upon the success of the Group's future
operations, its ability to generate adequate cash flows in
order to meet its obligations as and when fall due and its
ability to refinance or restructure its borrowings such that
the Group can meet its future working capital and financing
requirements.

A shareholder of the Company has confirmed that he will
not demand repayment of the amount of HK$18,430,000
within twelve months from the end of the reporting period.
For further detail, please refer to note 29. Furthermore,
the promissory notes holder has confirmed that it will
not demand for repayment of the principal amount of
HK$87,500,000 until the extended maturity date on 14
January 2012, For further detail, please refer to note 36.

TEEFHEE

fm L EL 2

HEMBHRRVIZELRAEERE ST
MERERTAREGBEXAFE(HER)
s E ARSI

HAMBHRRDIBRBEEESHMAGEMZE
BB REENRRE - MIN RAEPBERERE
B RAES LR REERARGIRE 2
ERREER

ZEFEAVBHRRIIAETTINR R BHB
S-SRI AEREREOZ TRIE-

MERMRDAFEREREERE - ASEE
4+ 2= E5 18 49550,599,0008 T (ZEZE N
F:472,4183,0008 L) RIRRE © B AL
255,849,000 L (ZTEEN\F EEFEY
253,270,000/8 7T ) B E A - 47 & BT IS R &
THAREEERLERE  EHYEBURRAE
EARRER 2K BEELERHRS REE
MEBES UkEeBEREXEAHEEENS
AEBEAENRREELESRBEZTE -

AR —BRREER HETgERRN@mE
HIR 5+ =@ A W {E 18,430,000/ 7T °
EREZFB B2EMWE20 1IN A K
ZEFEADER BT2EREELASE
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36 o
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continuea)
Subsidiaries deconsolidated

Notwithstanding that the Group has acquired 100% equity
interests in Pacific Choice Holdings Limited (“Pacific Choice”)
and its subsidiaries (collective referred as to “Pacific Choice
Group”) on 15 January 2009 (the “Acquisition”) and held the
respective interests as at 31 December 2009, the Pacific
Choice Group was no longer regarded as subsidiaries of the
Group as the directors of the Company are of the opinion
that the control of the Pacific Choice Group had been lost
during the vear.

Since the end of November 2009, despite effort made, the
Company was unable to obtain any books and records from
A E (8 IM) AR A (transliterated as “United Opto-
Electronics (Suzhou) Co., Ltd.) (the ‘PRC Subsidiary”) .
Neither could the Company obtain the use of the production
machinery and solid cooperation from the management of
the Pacific Choice/Pacific Choice Group/PRC Subsidiary
particularly on the operation (if any) of the PRC Subsidiary.
As a result, the directors of the Company were unable to
access its complete set of underlying books and records
together with the supporting documents since the end of
November 2009.

The Directors of the Company considered that the PRC
Subsidiary/Pacific Choice/Pacific Choice Group is not
under control by the Company given (among others) (i) the
machinery, equipment and technology for the production
of LCoS TV have never been delivered to the Company for
further development despite demand letters sent by or on
behalf of the Group; and (i) the management of the PRC
Subsidiary have never complied with the request of the
Company conceming its operation and production.

In the opinion of the Directors of the Company, the Group
proposed to sell the Pacific Choice Group back to the
vendors due to the issues as stated above. The directors of
the Company resolved to deconsolidate the Pacific Choice
Group with the effective date on 1 December 2009. The
consolidated statement of comprehensive income presented
a loss of HK$602,806,000 on deconsolidation of the Pacific
Choice Group. Details of the deconsolidation of the Pacific
Choice Group are stated in note 42.
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

FESHHE 2

mMEEE @)

BB E BB 2 A
BEAEBEER-_ZTZENF—A+HBEK
% Pacific Choice Holdings Limited ( [Pacific
Choice | ) R E Kt B 2 7] (#18 [Pacific Choice
EEJMOO%J&%(Wﬂl%%lﬁﬂlﬁ_ggﬂ
FHZA=tT—HBRBE@EEZ BRAR
B ERAERARFE K E ¥ Pacific Choicete l

2 52 5| #E - #Pacific Choicefs BB & A7
EBEZHB AR -
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Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of consolidation

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

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

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

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Non-current assets held for sale

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

Non-current assets (and disposal groups) classified as held
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition

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

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

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

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

Investment properties

Investment properties are properties held to eamn rentals and/
or for capital appreciation.

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

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from its
disposals. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the consolidated statement of comprehensive income in
the year in which the item is derecognised.
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment

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

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

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

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

Property, plant and equipment (continued)

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

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

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

Club debenture

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

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination and
recognised separately from goodwill are initially recognised at
their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible assets acquired
in a business combination are measured at cost less
accumulated amortisation and accumulated impairment
losses (if any), on the same basis as intangible assets that
are acquired separately.
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For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEE

3. SIGNIFICANT ACCOUNTING 3. TESTHEX )

POLICIES (continued)

Impairment of tangible and intangible
assets (other than goodwill)

At the end of the reporting period, 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 any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if
any. In addition, intangible assets with indefinite useful lives
and intangible assets not yet available for use are tested for
impairment annually, and whenever there is indication that
they may be impaired.

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under another
Standard, in which case the impairment loss is treated as a
revaluation decrease under that Standard.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so 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 immediately in profit or loss,
unless the relevant asset is carried at a revalued amount
under another Standard, in which case the reversal of the
impairment loss is treated as a revaluation increase under
that Standard.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and is
presented in the consolidated statement of financial position.

BREREFREE (BMEKRIN) BE

RBEREAR ARERTEBYMELEE
ZEHE NEERGENSRBTZEFEED
BREER - WHRERNARTR  AIAMGHE
EZARBEHE NEEREBRZREE (1
B) o WsN BRAERFHZ B EERARA
WER BV EESF NN IR AT EERE 2 I
REEITRERH -

At EEC MO eEOREREE BE
Z RREE AR HR S H AT Y 0 58 o R E RS 1R AD
BHRERBRF RIFEEEERES —RER
MLE[REARAGRIN RZBERT REE
BRRBEZERIEEM-R D

W—EREEBERBRED  AIZEEE K
EET G N ERLERT AT AT E S 88 1
iR Z BREE TS HBH BRRAEFE L EL %
HEEMRRBEBEREETE REE - HE
BIREDGERSEA BRIFEARAEERRE
A HERARBHSEINE  EULLBER TRE
BERBEZRERDIEEGIE(E-

BmE

lHﬂlﬁﬁﬁiﬁzf‘EZﬁEQ?EﬁZ$5WE%§+5Jﬁ£TEJE§%E
ARR(IA) YRGB BIRARFT 25

RREXEEARLA
“EREAFEFER

65



66

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill continued)

For the purposes of impairment testing, goodwill is allocated
to each of the Group's cash-generating unit expected to
benefit from the synergies of the combination. A cash-
generating unit to which goodwill has been allocated is
tested for impairment annually, or more frequently when there
is indication that the unit may be impaired. If the recoverable
amount of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit on a pro-rata basis
based on the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit
or loss in the consolidated statement of comprehensive
income. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Inventories

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

Financial instruments

Financial assets and financial liabilities are recognised on
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss
(“FVTPL") are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continuea)
Financial assets

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

Financial assets — Effective interest method

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

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At the end of each reporting period
subsequent to initial recognition, loans and receivables
(including trade and other receivables and bank balances)
are carried at amortised cost using the effective interest
method, less any identified impairment losses.

Available-for-sale financial assets

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

Financial instruments (continuea)
Impairment of financial assets

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

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

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

° significant financial difficulty of the issuer or
counterparty; or

° default or delinquency in interest or principal payments;
or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

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

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

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

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

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

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.

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

Financial liabilities and equity — Effective
interest method

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

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continuea)

Financial liabilities and equity — Effective
interest method (continued)

Financial liabilities (other than derivative financial
instruments)

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

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

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

Derivative financial instruments

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of each
reporting period. The resulting gain or loss is recognised
in consolidated statement of comprehensive income
immediately.

Convertible Bonds

Convertible bonds issued by the Company that contain both
the liability and conversion option components are classified
separately into respective items on initial recognition.
Conversion option that will be settled by the exchange of a
fixed amount of cash or another financial asset for a fixed
number of the Company's own equity instruments is an
equity instrument.

On initial recognition, the fair value of the liability component
is determined using the prevailing market interest rate of
similar non-convertible debts. The difference between the
gross proceeds of the issue of the convertible bonds and the
fair value assigned to the liability component, representing
the conversion option for the holder to convert the loan notes
into equity, is included in equity (convertible bonds reserve).
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SIGNIFICANT ACCOUNTING 3. FEEHE®
POLICIES (continued)

Financial instruments (continuea) @I A (&)
Derecognition AR

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

Financial liabilities are derecognised when the obligations are
discharged, cancelled or they expire. The difference between
the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in
consolidated statement of comprehensive income.

Provision

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the end
of the reporting period, and are discounted to present value
where the effect is material.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or less,
and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the consolidated statement
of financial position.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

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

The Group as lessee

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

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

Leasehold land

Interest in leasehold land is accounted for as operating
leases and amortised over the lease term on a straight-line
basis except for those that are classified and accounted for
as investment properties under the fair value model.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefit costs

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

Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group's most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group's
various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type of class of customers, the methods
used to distribute the products or provide the services,
and the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.

Borrowing costs

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

Foreign currencies

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

Foreign currencies (continuea)

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

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

Taxation

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of comprehensive income because
of items of income or expense that are taxable or deductible
in other years and items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the
end of the reporting period.

Karce International Holdings Company Limited
Annual Report 2009

Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

FESHHE 2

IV ()

KEEEBENBREERIEETEE CZERE
%EEA?EHHF'EJEJE\’E\ET@ S HERR o AEM
BMEZATEYEZIFEBEEEEZIER S
Bt ABAZGEEHAERRT  EREERE
R AERREREECIEEEIEEE
EEBERINEREAT EXEZRITEEH
ERBRAESPER -

REIGAVBREAMS AREBINEK
BENABOERRERREAEZBRELAR
Az 25 E% (AET)  MARIWARMX
HBTNRFATFHERBE RIFPREXRK
RRE BRI ERT BRAXS AR ZE
R -FELELZE (E) HER /A
a2 B (EXHE) BRBREZEN
ZEBIEGHENRAERSEEBRRPHE

=7
it ©

BiIR

FrEm A EMNRENEERB A
Ao

BVER FE (B I8 Th 32 AN F 2 FE SR B 5 F 5t & o 8
SR o A B AR A 2 E B s R P AT m AR

I 75 B PR FE HAth F B AR AR sk AT 0% 2 LA 3%
FXTEE  ARERFRHRIOR ZEE e
AEERNPHBEBEEERRREBHARD BT
FAREBEITZMEE -



Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING 3. TESHEX )

POLICIES (continued)

Taxation (continued)

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. Deferred tax
is recognised in profit or loss, except when it relates to
items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity in which case,
the deferred tax is also recognised in other comprehensive
income or directly in equity respectively.

Employees’ benefits
Bonuses

The Group recognises a liability for bonuses when there is
a contractual obligation and the amount can be estimated
reliably.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employees’ benefits (continuea)
Retirement benefit obligations

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

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

Share-based payment expenses

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

At the time when the share options are exercised, the
amount previously recognised in share-based payment
reserve will be transferred to share premium. When the
share options are forfeited after the vesting date or are still
not exercised at the expiry date, the amount previously
recognised in share based payment reserve will be
transferred to retained profits.
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For the year ended 31 December 2009 HZ=

SIGNIFICANT ACCOUNTING

POLICIES (continued)

Related party transactions

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

i,

vii.

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

the party is an associate;

the party is a jointly-controlled entity;

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

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

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

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

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between
related parties.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2009 HZ=

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Contingent liabilities and contingent
assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the consolidated financial statements. When a
change in the probability of an outflow occurs so that outflow
is probable, they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group.
A contingent asset is not recognised but is disclosed in
the notes to the consolidated financial statements when
an inflow of economic benefits is probable. When inflow is
virtually certain, an asset is recognised.

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies,
which are described in note 3, management is required to
make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.
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For the year ended 31 December 2009 BZ-ZESNG+-_A=+—HLEEE

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are

4.
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and future periods.

Key sources of estimation uncertainty

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

Depreciation

The carrying value of the Group’s property, plant and
equipment as at 31 December 2009 was Nil (2008:
HK$53,676,000). The Group depreciates the property,
plant and equipment at different depreciation rates. The
depreciation rates are determined on the straight-line
method, after taking into account of their residual values. The
depreciation expense for future periods is adjusted if there
are significant changes from previous estimates.
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For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Impairment of property, plant and equipment

In accordance with HKAS 16, the Group estimates the useful
lives of property, plant and equipment in order to determine
the amount of depreciation expenses to be recorded. The
useful lives are estimated at the time the asset is acquired
based on historical experience, the expected usage, wear
and tear of the assets, as well as technical obsolescence
arising from changes in the market demands or service
output of the assets. The Group also performs annual
reviews on whether the assumptions made on useful lives
continued to be valid. The Group tests annually whether
the assets have suffered any impairment. The recoverable
amount of an asset or a cash generating unit is determined
based on value-in-use calculations which require the use of
assumptions and estimates.

Income tax

The Group is subject to income taxes in Hong Kong and
the PRC. Significant judgement is required in determining
the provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be due. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Estimate of fair value of investment properties

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

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

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

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

If information on current or recent prices of investment
properties is not available, the fair values of investment
properties are determined using discounted cash flow
valuation techniques. The Group uses assumptions that are
mainly based on market conditions existing at the end of
each reporting period.
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For the year ended 31 December 2009 BZ-ZESNG+-_A=+—HLEEE

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Estimate of fair value of investment properties
(continued)

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

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

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

Net realisable value of inventories

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

e SRR MR

For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Estimate of recoverable amounts of assets

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

Impairment loss recognised in respect of trade
and other receivables

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

Estimate of fair value of derivatives and other
financial instruments

The fair value of financial instruments that are not traded in
an active market is determined by valuation techniques. The
Group uses its judgement to select a variety of methods
and make assumptions that are primary based on market
condition existing at the end of each reporting period.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash generating units
to which goodwill has been allocated. The value in use
calculation requires management to estimate the future cash
flows expected to arise from the cash-generating units and a
suitable discount rate in order to calculate present value.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Key sources of estimation uncertainty
(continued)

Impairment of intangible asset

The Group tests annually whether intangible asset has
suffered any impairment in accordance with the accounting
policy stated above. The recoverable amounts of intangible
asset has been determined based on discounted cash flow
method.

Measurement of convertible bonds

On issue of convertible bonds, the fair value of the liability
component is determined using a market rate for an
equivalent non-convertible bonds; and this amount is carried
as a long term liability on the amortised cost basis until
extinguished on conversion or redemption. The remainder
of the proceeds is allocated to the conversion option that is
recognised and included in the convertible bonds reserve,
net of transactions cost. The splitting of the liability and equity
components requires an estimation of the market interest
rate.

Measurement of promissory notes

On issue of promissory notes, the fair value is determined
using a market rate for an equivalent loan; and this amount
is carried as a long term liability on the amortised cost basis
until extinguished on redemption or cancellation.
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments
with effect from 1 January 2009. HKFRS 8 is a disclosure
Standard that requires operating segments to be identified
on the basis of internal reports about components of the
Group that are regularly reviewed by the chief operating
decision maker for the purposes of allocating resources to
segments and assessing their performance. In contrast,
the predecessor Standard (HKAS 14 Segment Reporting)
required an entity to identify two sets of segments (business
and geographical), using a risks and returns approach.
In the past, the Group's primary reporting segment was
business segments. The adoption of HKFRS 8 has resulted
in a redesignation of the Group's reportable segments as
compared with the primary reportable segments determined
in accordance with HKAS 14.

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

- Conductive silicon rubber keypads

- Electronic products — disposed of on 26 February
2009 (Note 43)

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

- LCoS television — acquired on 15 January 2009 (Note
41)

7 EE#

AEER-_ZZNF - A - BERATEBHH
SEAFSR [EEDB] - BAEMBHREE
AIESH A —HEEEN RELL D PAR
BEIBLEBRRERIEDMBERMFEER
REMEHNZBBASEARE D 2 AR E
o oMmAEZER (MNEE S ERF 1457
(DEfmE DR EERERR @ ®RAE -
2INEBRIMEMESFLER - NE - NEE
ZEBAHARHTA[/EH DAL BILF LG5
BHF14REECEE R A/ AL - TR
FRM B HmEERIFESN O BB AN KE R B
DEBZEFIEE °

AEBERBEEEMERELAESHE D 27
D AR L ATRIBE B @5 ERIE 145 AT
BEDHIK - RBEFE  HIN2HZ D HME
BB ASERES R ARR‘EZERER (M0
EEERBIRR ETEmIHRERR)ET
DM -ARAEBEERR BRZE2IEFNZE
ERTREREMZ TR R BRB 2N
2IABAEETRZEEABRBAERAEL
B AD D & E R RFHEERR - itk -
SERBEEAMBHRESEAFESK Z AT B RS
25T

- HEEBRBER

- BFER-ER-ZETAEF-_A=F
B & (KIsE43)

- HRERR-EXRBEE_FTZENF+
A=+—BIEFEHE

— LCoSEHR-BER-_ZTEZTNF—HATHAB
Weig (4 5E41)

RREXEEARLQA
CEREAFEFER

85



Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

5. SEGMENT INFORMATION (coniinueq) 5. 2HER #)

E) P
7 aB s RFE

Business segments

Segment revenues and results

The following is an analysis of the Group's revenue and LT AREERARSED DS D 2 W Rk FE
results by reportable segment: AT
2009 —EENE
Continuing operations Discontinued operations
BESEEY RIEBEEK
Conductive
silicon
rubber Electronic
keypads LCoS  Elimination Total products  Elimination Total Consolidated
HE
EBBRE  LCoSER B G ETER B G )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR TET TET THET TR TET
REVENUE [
Bxtemal sales MEHE 43,485 - - 43,485 90,787 - 90,787 134,272
Inter-segment sales HEHEE 1,443 - (1,443) - 673 (673) - -
Total fat] 44,928 - (1,443) 43,485 91,460 (673) 90,787 134,272
RESULT ES |
Segment results PEEE (20,931) (1,944) (770) (23,645) 4,401 770 517 (18,474)
Unallocated income RABEKA 116 201 317
Interest income FIEWA 8 8 16
Unallocated corporate expenses AR Z B ERT (4,702) (3,703) (8,405)
Finance costs HERA (34,313) (791) (35,104)
Gain on disposal of HENBARREFE
subsidiaries, net 109,846 - 109,846
Net loss on deconsolidation of ~ BUBGRAKBAR
subsidlaries BEFR (602,806) - (602,806)
Gain on fair value change of fTEeRIAATE
derivative financial instruments £ )Mz - 564 564
Gain on cancelation of FHARRE s
promissory notes 28,297 - 28,297
Loss on early redemption of BEENFEEE Y ER
promissory notes (61,351) - (61,351)
(Loss)/profit before taxation Bita (B8) /5H (588,550) 1,450 (587,100)
Taxation #a 1,430 - 1,430
(Loss)/profit for the year AEE (HR) /& H (587,120) 1,450 (585,670)
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For the year ended 31 December 2009 BZ-ZESNG+-_A=+—HLEEE

5. SEGMENT INFORMATION (continueq) 5. 2EER 2
Business segments (coniinued) EF S e
Segment revenues and results (continued) D EW s REE (E)
2008 —ET)N\F
Continuing operation Discontinued operations
FRLERHS RIEREEH
Conductive Printed
siicon rubber Electronic circut
keypads Elimination Total products boards Elimination Total  Consolidated
B RRE HOR ait ETER  HEEER Mo fit e

HK$'000 HK$'000 HK$'000 HK$000 HK$ 000 HKE000 HK$'000 HK$000
TAT TAL TAT TAT TATL TAT TAT TAL

REVENUE Wz

Extemal sales IhEpsEE 70,681 - 70,681 512,847 61,555 - 574,402 645,083

Inter-segment sales PEHE 16,239 (16,239) = 5,041 18,824 (23,865) - -
Totd a5 86,920 (16,239) 70,681 517,388 80,379 (23,365) 574,402 645,083
RESULT E

Segment results PHEE (28,809) (14,957) (43,766) (8.951) (50,392) 14,957 (44,386) (88,152)
Unallocated corporate expenses AR E 2 L £5% (9,691) - (9,691)
Finance costs BEARKA (291) (4.412) (4,703)
Loss on disposal of subsidiaries  tHEMBA A2 E#E - (31,606) (31,606)
Impairment loss on EEERE ZHERR

avalable-for-sale investment (23,268) - (23,268)
Gain/{loss) on fair value change of TS BIAATEED

dervative financial instruments W&/ (1518) 3 (6917) (5879
Loss before taxation BHRIER (76,978) (86,321) (163,299)
Taxation B (34) (6,399) (6,429)
Loss for the year ’EEER (77,012) (92,716) (169,728)
Segment results represents the profit earned by each DEBFELEIE R D IDATHRER 2 & F - W D
segment without allocation of central administrative RITHALZ BEKAE  HEME QA 2 W
expenses, finance costs, gain/(loss) on disposal of S (B1R) R BIRA - BUBLR & W B A R &8
subsidiaries, interest income, net loss on deconsolidation of FECTESRTIAERNFTEZ I  FEHA
subsidiaries, gain on fair value change of derivative financial HEEWZ IEEEEAN SR EERBIE
instruments, gain on cancellation of promissory notes, loss It Ao B &R MKFZ D ‘B% I A & B AR IR
on early redemption of promissory notes and taxation. This is AEBRER 2K -

the measure reported to the chief operating decision maker
for the purpose of resource allocation and assessment of
segment performance.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

5. SEGMENT INFORMATION (coniinueq)

Business segments (continuea)

Segment assets and liabilities

5.

DEBER (#)

XKD @)
DEEEREE

2009
Conductive
silicon
rubber
keypads Consolidated
ERBRE mEe
HK$’000 HK$’000
T FHR
ASSETS BE
Segment assets DEEE 16,698 16,698
Unallocated corporate assets ROBARIEE 24,344
Consolidated total assets MEBERT 41,042
LIABILITIES a8\
Segment liabilities nEBE 132 132
Unallocated corporate liabilities RO ARIBE 296,759
Consolidated total liabilities fr e BIEAE 296,891
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

SEGMENT INFORMATION (continued)

TEEE (&)

Business segments (coniinued) E S e
Segment assets and liabilities (continued) PHEEREE (&)
2008 —ZEENF
Conductive
silicon
rubber Electronic
keypads products Consolidated
EE
R B BT EmMm RE
HK$'000 HK$'000 HK$'000
FB 7T FBTT FB 7T
ASSETS BE
Segment assets DEE E 90,886 382,490 473,376
Unallocated corporate assets RO RAIEE 42,521
Consolidated total assets IREBERRTE 515,897
LIABILITIES =K
Segment liabilities DEEE 32,225 190,971 223,196
Unallocated corporate liabilities N W/NCI =K 39,431
Consolidated total liabilities e BERRE 262,627

For the purposes of assessing segment performance and
allocating resources between segments, the group’s senior
executive management monitors the results, assets and
liabilities attributable to each reportable segment on the
following bases:

Segment assets include all current assets with the exception
of unallocated corporate assets. Segment liabilities include
trade and bills payables, other payables and accruals and
unallocated corporate liabilities.

A BRBRRDBEOIEERMS - &
BrsSREREREATERERZERRS
DESEMENEE BEKRAE:

DHEEREMARBDEE BEFTEERSER
RAEBE-NHRABERREESEMNT IE&JEH
S HMENREAREFERARADER
BfE-
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ire SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

5. SEGMENT INFORMATION (continued) 5. 2EERE #)
Business segments (coniinued) k%o )
Other segment information H&EH
2009 —mEhE
Discontinued
Continuing operations operations
BECEEY RIEBELE
Conductive
silicon
rubber LCoS Electronic
keypads television Total products  Unallocated Consolidated
Bg
EgBZE LCoSE#R it ETEm OB &8
HKS000  HKS000  HK$000  HKS000  HKS000  HKS000
TET TER TER TER TER TET
Additions to property, plant and RENE BEKEE
equipment 1,237 - 1,237 360 1,307 2,904
Depreciation of property, plant and nE- BEREIEIHE
equipment 8,980 414 9,394 3,504 409 13,307
Amortisation of prepaid lease payments ~ TEfTH 4 it 9 - 9 62 - 160
Written down of obsolete and RERBEFEMR
slow moving inventories 12 - 12 - - 12
Impairment loss recognised in respect of & 5 BN FIBRER
trade recelvables REBR 614 - 614 - 1,542 2,156
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For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

5. SEGMENT INFORMATION (coniinueq)

5. 2EER 2

Business segments (continued) E S e
Other segment information (continued) BmEL (%)
2008 —ET)N\F
Continuing
operation Discontinued operations
FELEER RILEE%T
Conductive
siicon rubber Electronic Printed
keypads products  circult boards Total Unallocated ~ Consolidated
BE
BB BYER HHIRRK A3t N &a
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
THL THL TBL FBL BT BT
Additions to property, plant and RENE BE R
equipment 6,496 10,362 3,882 14,244 - 20,740
Depreciation of property, plant and NE BELRSEZNE
equipment 8,006 21,159 7,478 28,637 980 37,623
Amortisation of prepaid lease payments ~ TEfTH 4 #itH 97 368 24 392 - 489
(Reversal)/written down of obsolete and ~ BRE R #HEE
slow moving inventories (BE),/Hom 1,065 - (2,499) (2,499) - (1,434)
Impairment loss recognised in respect of & 3 N FIBRER
trade recelvables AR 504 5,695 572 6,267 - 6,861
EREXEERRAT

CEREAFEFER
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ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

5. SEGMENT INFORMATION (continued) 5. 7E&EE #)
Business segments (coniinued) E S e
Geographical segments B 5 58
The Group's customers are principally located in Hong Kong, AEEZRFEESDHREBES HE (BHEK
the PRC (other than Hong Kong), Europe, Japan, other Asian SN CBUMN - B HM TR MBI R R EE -

countries and America.

The following table provides an analysis of the Group's sales AEBHEESEMGHIHZHTHOT

by geographical market:

Revenue from Revenue from
external customers external customers
REMDEF 2 W REMDEF 2 Wi
Continuing Discontinued
operations operations Consolidated
REREER RIECEER &R
2009 2008 2009 2008 2009 2008
“BEAE  ZZT)N\FE  ZEBBAE TN\ CZEThE ZZIN\%
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
THET FAT THET TAL THET TEL
Hong Kong Bt 4,436 14,403 58,981 193,674 63,417 208,077
PRC H 39,044 56,252 454 26,190 39,498 82,442
Europe B 5 26 12,127 164,861 12,132 164,887
Japan AR - - 8,220 68,633 8,220 68,633
Other Asian countries H i ZMBIR - - 9,209 54,061 9,209 54,061
America £ - - 672 42,399 672 42,399
Others Hith - - 1,124 24,684 1,124 24,684
43,485 70,681 90,787 574,402 134,272 645,083

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

5. SEGMENT INFORMATION (continued) 5. 7E&ESE #)
Business segments (coniinued) E S e
Geographical segments (continued) W58 (&)
The following is an analysis of the carrying amount of PHEECRABLEAAEZYE  BE &K
segment assets, and additions to property, plant and BIREEMEE 2 DT T

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

Carrying amount of Additions to property,
segment assets plant and equipment
AHEERER RENE BERZE
2009 2008 2009 2008
—EENE ZTTNE —EENE ZTENE
HK$000 HK$'000 HK$’000 HK$'000
TAR SR TER SHCIT
Hong Kong BB 41,042 87,964 1,307 2,568
PRC Y - 385,412 1,597 18,172
41,042 473,376 2,904 20,740
Revenue from major products and services REFEEREBRKE W
The Group's revenue from continuing and discontinued AEEREEERBFECEEBRKILEEE
operations from its products were as follows: 2 Wa=mT
2009 2008
—EENF —EENF
HK$’000 HK$'000
FHET T T
Electronic products BFEm 90,787 512,847
Rubber keypad BB 43,485 61,555
Printed circuit board EZIE EE IR - 70,681
134,272 645,083

RERXEBARAT oo
—EEAEER
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A SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

6. OTHER REVENUE AND GAIN 6. HMWARKE
Continuing Discontinued
operations operations Consolidated
FESEEH RIESEEE &8
2009 2008 2009 2008 2009 2008
“BEANE  ZETN\FE  ZEBBEAE TN\ CZEEAE Z—ZEIN\H
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
TET TEL TET TEL TET TEL
Interest income FIEKMA 8 64 8 329 16 393
Galn on disposal of property, HENE BER
plant and equipment &l - 67 - 149 - 216
Reversal of impaiment loss recognised & 5 EMGIBRER
in respect of trade receivables REBERE - 72 - 451 - 523
Sundry income EIETON 130 - 201 = 331 =
Gain on fair value change TESBIALNTAE
on derivative financial instruments FEIbE:
— Realised gain —B# R - - 510 - 510 -
~ Unrealised gain - RER - - 54 - 54 -
Revaluation surplus on buildings BFEHAH - - - 612 - 612
138 203 773 1,641 911 1,744
7. FINANCE COSTS 7. AMERA
Continuing Discontinued
operations operations Consolidated
BFESEER RIEREERK R
2009 2008 2009 2008 2009 2008
“EEAE  ZET)N\FE  ZEBBEAE TN\ CZEBhE ZZITN\H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL TET TEL TET TEL
Interest on; UTEHEZFIE:
Bank loans wholly repayable BRAFARHERL
within five years BITER - 102 649 2,466 649 2,568
Obligations under finance leases MERERME - - 20 192 2 192
Overdraft and other finance costs B REMBERA 48 189 52 1,754 100 1,943
Effective interest on convertible bonds hRER 2 EEF & 20,974 = - = 20,974 =
Effective interest on promissory notes AR ERZERFS 13,291 = - = 13,291 =
34,313 291 791 4,412 35,104 4,703
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

8. TAXATION 8. ®i\E
Continuing Discontinued
operations operations Consolidated
BREREEYR RIEREER &8
2009 2008 2009 2008 2009 2008
“EZhE ZZTN\E  CZEEhE  ZZT)\E CZEBAE ZEZT)N\E
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
THET T FHT T FHT T
Current tax: P EARIR -
Hong Kong Profits Tax BANGEH - = - = - =
PRC Enterprise Income Tax REIG G - - = (5,185) = (5,185)
- - - (5,185) - (5,185)
Over/(under) provision of current tax BAEEEASERIEESE
In prior years: B/ (BETR)
Hong Kong Profits Tax BBHNEH 34 (34) - - 34 (34)
PRC Enterprise Income Tax B R (7) - - (1,008) (1) (1,098)
27 (34) - (1,008) 27 (1,132
Deferred tax (note 37) EEHIE (BiFES7)
Current year KEE 1,403 - - (112) 1,403 (112)
1,430 (34) - (6,395) 1,430 (6,429)
PRC subsidiaries are subject to PRC Enterprise Income Tax BB B A Rl B IR T Ro5% AR RS
at 25%. Taxation arising in other jurisdictions is calculated at o Afh Rl AR 2 HIBIRBAADERER 2R
the rates prevailing in the relevant jurisdictions. TREFTHE -
On 16 March 2007, the People’s Republic of China RZZEZEF=A+B HEAREME
promulgated the Law of the People’'s Republic of China FEAREMBEFESFHmEMPEARLE
on Enterprise Income Tax (the “‘New Law’) by Order MBEEMSEE ([FBE]) RS LF
No. 63 of the President of the People’s Republic of += A7 B - BB 285 2R B RG] - R
China. On 6 December 2007, the State Council issued BHBERERES BT /N\F—-H—H
Implementation Regulation of the New Law. The New Law R RBIE AR 2B ERFER25% o
and Implementation Regulation changed the tax rate of the
PRC subsidiaries to 25% from 1 January 2008 onwards.
EREXEERRAT

CEREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

8. INCOME TAX INCOME/EXPENSES 8. BIH(#)

(continued)
The tax charge for the year can be reconciled to the loss RAFEENRN REEABERARES L EE
per the consolidated statement of comprehensive income as BEERMOT :
follows:
2009 2008
“EZINF “EENF
HK$’000 % HK$'000 %
TER THET
Loss before taxation: BRFiRTEE
Continuing operations BELCEER (588,550) (76,978)
Discontinued operations RIEREER 1,450 (86,321)
(587,100) (168,299)
Tax at domestic income tax rate of BBINEHE%TE 2R
25% (2008: 25%) (ZZ2TNEF:25%) (146,775) 25.0 (40,825) 25.0
Tax effect of expenses not deductidle A/ MF T 2 H Bz £
for tax purposes 142,494 (24.5) 4,422 2.7)
Tax effect of income not taxable for BEARBAZ KB 2
tax purposes (2,305) 0.5 (1,638) 1.0
Tax effect of tax losses not recognised  RIERRIB 2 HB T2 7,434 (1.2) 16,413 (10.1)
Tax effect of unrecognised temporary  AEREEZE 7 MG 5 £
differences 1,403 (1.8) - -
Utlisation of tax losses previously not Bl 2 Bl R FER 2 K18
recognised (551) 0.2 (576) 0.3
Effect of different tax rates of group REMAEEERLE
entities operating in other jurisdictions S EEEAMNTRT R 272 - - 5,994 (3.7)
Under/(over) provision in respect of BAFERETR/
prior years (ERE) 27 - 1,132 .7
Others H At (297) - 21,507 (13.0)
Tax charge for the year FEHREXE (1,430) (1.8) 6,429 (3.9)
As the majority of the operations of the Group during the year HE_ZZNF+_A=+—HLEFE #HR
ended 31 December 2009 were carried out in the PRC, the AEBZ AR EBFEERNPRELE  WHER
PRC Enterprise Income Tax rate is used. R RIS ARE
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ire SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

DISCONTINUED OPERATIONS 9. MR EK
Disposal of the electronic products HEEFERER

business

On 2 May 2008, the Group has entered into a conditional
sale and purchase agreement with Extract Group Limited
(“Extract Group”), under which the Group has agreed to
sell and Extract Group has agreed to purchase the entire
interest in and the shareholder's loans due from Habermann
Limited, Joyham Jade Limited, Sabic Electronic Limited and
Xinyu Electronics Limited. For further details, please refer to
the circular dated 30 September 2008. The disposal was
completed on 26 February 2009. Please refer to note 43 for
details.

Disposal of the printed circuit boards
business

On 12 September 2008, the Group has entered into a
conditional sale and purchase agreement with KFE Hong
Kong Co., Limited (‘KFE Hong Kong"), as the purchaser
and KFE Japan Co. Ltd. (‘KFE Japan”), as the issuer of the
subscription shares, under which the Group has agreed
to sell and KFE Hong Kong has agreed to purchase (i)
the entire issued share capital of Jet Master Limited (“Jet
Master”) and the entire registered capital of Dongguan Tai
Shan Electronics Co., Ltd., (“Tai Shan’) which was wholly
owned by Jet Master and (i) the factory land, production
setup, properties with relevant licenses and the lease,
machinery and sewage facilities at a consideration of
US$3,000,000 (approximately HK$23,310,000).

Subsequently on 26 September 2008, the Group has
entered into a supplementary agreement with KFE Hong
Kong and KFE Japan, under which the Group has agreed
to sell and KFE Hong Kong has agreed to purchase the
entire inventory of Tai Shan as at 30 September 2008 at
market value. For further details, please refer to the circular

R=ZZFEZN\FHA=-H K& B HEXtract
Group Limited ([Extract Group |)sT3 —EA
BHEEHZ Bt A5EEERELEM
Extract Groupt [A & B B Habermann Limited *
Joyham Jade Limited * Sabic Electronic Limited
M ETAERARZERE=RENRRE
R BHEEZFE F2HBHAZTN\E
NA=TRZARK BRAEEER T NF
ZRAZTRBEK - BHEIEREL2HM 43 -

HEENRERIRER

RZZZBNFNA+=H  &R&EEBEKFE Hong
Kong Co., Limited ( [KFE Hong Kong 1) ({E&
B 77 ) BKFE Japan Co. Ltd. ([KFE Japan])
(ERRBROHBEITAN)FILEBKGEE HE
Bt AEEE2RELEMKFE Hong KongE
B =B () Jet Master Limited ( [ Jet Master )
ZEMEETRARRERILEFERA A
(IZ=11] > B et Master2 & A ) 2 2 2 M
BEARARMIMmAL  £ERE - WE GERERH
BTl EE RS ) AR R HEKERE - RE A
3,000,000% 7T (#323,310,000/& 7T ) °

R-ZZZN\FNA=F+ B 2% AEEEKFE
Hong Kong X KFE Japanzl 3 — B 75 s 0 &
It AEBEE R E L& MKFE Hong KongE A
EEMEBERLNR=2ZZNFNLA=TAHZ
2HEFE-FHEELZHE H28BHA=Z
ZNEFTATEHZBRH - EHELEEN=Z

dated 17 October 2008. The disposal was completed on 30 ENFNAZTHEX BEFE F2HK
September 2008. Please refer to note 43 for details. 543
EREXEERRAT
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Notes to the Consolidated Financial Statements

sre R

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

9. DISCONTINUED OPERATIONS 9. RIEREXEK »)

(continued)

The combined results and cash flows of the discontinued

FeEamBn

sk REREIR i//lugﬁﬁﬁﬁmﬂim

operations, the electronic products business (2008: the EEBETFEMFHB (ZZEZNF HASE
printed circuit boards and electronic products businesses) BEREFEMER)ZE @% %F MR RES
included in the consolidated statement of comprehensive HIEAE
income and the consolidated statement of cash flows are set
out below.
2009 2008
—2EnE —ET)\F
HK$’000 HK$'000
FHET T T
Profit/(loss) for the year from RERIEREERE 2
discontinued operations REERR(FHE)
Revenue & 90,787 574,402
Expenses F (89,337) (629,117)
Profit/(loss) before taxation BREADR T, (BE) 1,450 (64,715)
Income tax expense Frisfif X - (6,395)
1,450 (61,110)
Loss on disposal of operations HEZEEKZEE - (31,606)
Profit/(loss) for the year from K Q R E RS AR EE
discontinued operations smA (E1E) 1,450 (92,716)
Cash flows from discontinued RERLREXEBCHERE
operations
Net cash flows from RELEEBE 2
operating activities RemEFE 15,744 (25,586)
Net cash flows from REREEEZ
investing activities REeEREFHE (306) ©61)
Net cash flows from REBEFEB 2
financing activities REeMEFE (1,471) (3,777)
Net cash flows REREFR 13,967 (29,424)

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

held for sale (note 10).
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

10. NON-CURRENT ASSETS HELD FOR 10. F{EHEZERBEE
SALE

2008
—EENF
HK$'000
87T
Assets related to the electronic products business BN EAFIEFHEZETERELZ
classified as held for sale (note) BE (M) 382,490
Liabilities associated with assets classified held for B2 3 A EHEEERB
sale (note) afE (M) (190,971)
Net assets of electronic products business DEARIEHECETEREBEEFE
classified as held for sale 191,519
Reserve of electronic products business DEARBELEZEFTEREBHEH
classified as held for sale 101,967
Note: P& -
As described in Note 9, the Group has entered into an agreement M ORI - AEBB RN — D iE  WHEH
to dispose of its electronic products business and the disposal was FTEMES BEBHEER-_TZENF_A= ‘f’ N
completed on 26 February 2009. The major classes of assets and AHEXK RZZTEN\F+ZA=+—08 ZFX£H%H
liabilities comprising the operations classified as held for sale at 31 HARELEZTEEERABRANNT
December 2008 are as follows:
RRBEEEERAA

—esnEEm OO
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

B M BHRRI

10. NON-CURRENT ASSETS HELD FOR

SALE (continued)

10. FIEHEZHRBEE @)

Note: (continued) BizE: (&)
2008
—ZTN\F
HK$'000
T
Investment properties "EMHE 77,402
Property, plant and equipment Y% BB K& 141,804
Prepaid lease payments EHEE 14,366
Inventories T{‘ 83,954
Trade and bills receivables B 5 & E A fE W I8 49,094
Prepayments, deposits and other receivables iﬁﬁ FRIE R N A FE YR IE 1,002
Bank balances and cash RITHEFERES 14,868
Assets of electronic products business classified DEABIELECEFEREREE
as held for sale 382,490
Trade and bills payables B o RNRIERENER (63,708)
Accruals and other payables H b e B R BT B (28,234)
Tax liabilities HIEEE (21,980)
Derivative financial instrument PTESBTA (715)
Amount due to a director B —REERIAE (1,500)
Finance lease obligations RMEHESET (2,770)
Bank borrowings |ITER (54,712)
Deferred tax liabilities RIET IR A & (17,352)
Liabilities of electronic products business HABAFIFHEEERB 2
associated with assets classified as held for sale EFEREBKAE (190,971)
Net assets of electronic products business DEABEHEZEFTEREREESRE
classified as held for sale 191,519
Capital reserve B 9,513
Special reserve R 15,930
Asset revaluation reserve BESHHER 40,534
Exchange reserve ME i & 35,990
101,967
Note: B 5E
() The amount due was unsecured, interest free and repayable 0] ENFIEAERE 28 WAEBENRERE -&
on demand. The directors consider that the carrying amount ERA ZERAEEEATERE -

approximates to its fair value.

(ii) For the year ended 31 December 2008, the bank loans carry
floating interest at 1% to 2% above Hong Kong Inter Bank
Offer Rate (‘HIBRO"). Their effective interest rates are ranging

from 2.31% 1o 5.26% per annum.
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

11. LOSS BEFORE TAXATION 11. BRREL AT ET 18

Continuing Discontinued
operations operations Consolidated
BFECEER RIEREER R
2009 2008 2009 2008 2009 2008
“EEAE  ZTTN\FE ZEEAE ZTTN\E CZZEThE ZTTN\%§
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAEL TET TAT FAT TEL
Loss before taxation has been arived BBt RIE B
at after charging: BRT3IER :
Auditors' remuneration LHMME 530 309 197 511 727 820
Depreciation: E:
- Owned assets -BREE 9,394 8,339 3,468 28,067 12,862 36,406
— Assets held under finance leases -RERERE
REZEE - 647 445 570 445 1,217
Amortisation of prepaid lease payments ~ TEfTF & # 4 9 97 62 392 160 489
Impairment loss recognised in respect of & 5 K FIBRER
trade receivables mEEE 614 504 1,542 6,267 2,156 6,861
Impairment loss recognised in respect of & FEFHER ZREEE
club debenture - 580 - - - 580
Loss on disposal of avalable-for-sale HEAMHNLERE 2 ER
investment - 268 - - - 268
Foreign exchange loss, net %D%?ﬁ FE - - 446 - 446 -
Cost of inventories recognised BRERAS ZFEKA
as expense 19,776 99,520 58,543 528,001 78,319 627,521
Written down/(reversal) of obsolete and ~ BRE R & $EE S M,/
slow moving inventories (fm) 12 1,065 - (2,499) 12 (1,434)
Directors’ remuneration EEMe 472 530 - 4,823 472 5,353
Staff costs BERA 18,314 33,998 15,214 130,019 33,528 164,017
Retirement benefits scheme contribution 3R 4R 48 715t 21t 3 470 671 (204) 2,724 266 3,305
Total staff costs EERALE 19,256 36,199 15,010 137,566 34,266 172,765
Operating lease rentals mEMERS 1,556 81 55 418 1,611 499
Loss on disposal of property, plantand &M% BERREER
equipment 286 92 - 364 286 456
Loss on fair value change of derivative ~ $T£ BT ARYF
financial instruments comprised of: '*:@EE # &Tﬁ
— Realised (gain)/loss 25 (%) /BiE - (38) (54) 5,202 (54) 5,164
— Unrealised (gain)/loss * 43 (2s) /B = - (510) 715 (510) 715
- 38) (564) 5917 (564) 5,879
and after credting: W ATSIEE
Gross rental income from RENERSUALE
investment properties - = - 185 - 185
Less; Direct operating expenses from B EREERSRA
Investment properties that BREMEEE
generate rental income during EERY
the year - - - (36) - (36)
- - - 149 - 149
Foreign exchange gains, net SNEY S - F R 299 = - 7,667 299 7,667
EREXEERRAT

CEREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

12. DIRECTORS’ REMUNERATION AND 12. EEFME RS HFEE
HIGHEST PAID EMPLOYEES

(a) Directors’ remuneration (a) EEFHM
Other emoluments
Hit &
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
HeR BRINER
ok 2t g F TEHEM CEl
Notes HK$’000 HK$’000 HK$’000 HK$°000
k3 TET TET TET TET
2009 —EENE
Executive directors: HIEE:
Mr. Tong Shek Lun EBBTE (@) - 302 15 317
Mr. Chim Kim Lun, Ricky ERlatE (b) - - - -
Mr. Sun Ying Chung ETREE (© - - - -
Mr. Cheng Kwok Hing, Andy BB 8 5% A (d) - - - -
Mr. Chan Sung Wai BRSRELAE (© - - - -
Mr. Wong King Lam, Joseph BEERLE 72 - - 72
72 302 15 389
Non-executive drrectors: FRTES:
Mr. Lee Kwok Leung FEREAE 120 - = 120
Mr. Yang Yiu Chong, Ronald BRREE
Jeffrey 120 - - 120
240 - - 240
Independent non-executive BUFRTES:
directors:
Mr. Wan Hon Keung BEE KL ©) 48 - - 48
Mr. Tse Yuk Kong L5 & G 4 - - 4
Mr. Chan Siu Wing, Raymond ~ BRIKSRITAE ©) 45 - - 45
Mr. Lum Pak Sum MR & 40 - - 40
Mr. Sun Yaoquan HR2%E (n) 10 - - 10
Mr. Goh Gen Cheung EREEE (i 13 = = 13
160 - - 160
Total emoluments Has 472 302 15 789
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

12. DIRECTORS’ REMUNERATION AND 12. EEFMEEeSHFEES )
HIGHEST PAID EMPLOYEES (continuec)

(a) Directors’ remuneration (continued) () EEFM 2
Other emoluments
Hith i &
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
ek RNEF
we H {12 7 STEIE At
Notes HK$'000 HK$'000 HK$'000 HK$'000
fiizE AT TATT FABT FHBT
2008 “EENE
Executive directors: HTESE:
Mr. Tong Shek Lun EOBELE (@) - 1,934 82 2,016
Ms. Ko Lai King, Kinny B3 e () - 1,217 46 1,263
Ms. Chung Wai Yu, Regina ERRLT ) - 1,470 74 1,544
Mr. Chim Kim Lun, Ricky ERlarnE () - - - -
Mr. Cheng Kwok Hing, Andy ~ BFBIE £ 4 (@) - - - -
- 4,621 202 4,823
Non-executive drrectors: FHTES:
Mr. Lee Kwok Leung ZEBRRE 120 = = 120
Mr. Yang Yiu Chong, Ronald ~ #5BR&EAE
Jeffrey 120 - - 120
240 - - 240
Independent non-executive BUEMTES:
directors;
Mr. Sun Yaoquan BR2EE () 120 - - 120
Mr. Goh Gen Cheung BRELAE () 120 = = 120
Mr. Chan Ho Man BRESULE (K) 50 = = 50
Mr. Wah Hon Keung RIE LA (e) - - = =
290 - - 290
Total emoluments ez 530 4,621 202 5,358
EREXEERRAT

CEREAFEFER
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ire SRR MR

For the year ended 31 December 2009 HZ=

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

(a)

Notes:

s==35g

Directors’ remuneration (continued)

The director resigned on 2 March 2009.

The director appointed on 2 March 2009 and resigned
on 16 April 2009.

These directors appointed on 16 April 2009.

The director resigned on 22 April 2009.

The director appointed on 27 May 2008.

The director appointed on 2 March 2009.
The director appointed on 2 April 2009.

The director resigned on 1 February 2009.
The director resigned on 9 February 2009.
These directors resigned on 8 October 2008.
The director resigned on 27 May 2008.

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

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

12. DIRECTORS’ REMUNERATION AND 12. EEFMEEeSHFEES )
HIGHEST PAID EMPLOYEES (continuec)

(b) Five highest paid employees b) ENESHESE
None of the executive directors of the Company RABMITESTHFEAEB A RRH
are the five highest paid employees of the Group EBE(ZZEZNG : =) A ARIHTE
(2008: three) executive directors of the Company, EHELMEFBIHR EX AU (=
details of whose emoluments are included above. EENF BN ) AT ZHBMT

The remuneration of the five (2008: remaining two)
individuals was as follows:

2009 2008
—ZEEhF —EE)N\F
HK$’000 HK$'000
THET T
Salaries and other benefits e A 1,272 1,244
Retirement benefits scheme RORAE FET B 5K
contribution 49 62
1,321 1,306
The emoluments of the five (2008: two) highest paid A (ZZTT)N\F WA ReFEE ZHEN
employees were within the following bands: TR EE -
Number of employees
EEAH"
2009 2008
—ZZhEF —ZTT)\F
Nil to HK$1,000,000 = 21,000,000 7T 5 2
13. DIVIDEND 13. R &
The Directors do not recommend the payment of any EETEEEMEBE_SENGF T A="1—
dividend for the year ended 31 December 2009 (2008: Nil). BEFERNSEMRE (ZZEZENFEF) -
EREXEERRAT

—emnEem 00



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

14. LOSS PER SHARE 14. BRRE#E
From continuing and discontinued REFELCEEBRARILKEEEK
operations
The calculation of the basic and diluted loss per share ARARESFAEABLEREAREEEED
attributable to equity holders of the Company is based on the ETHNBEE :

following data:

2009 2008
—EENF —TT)N\F
HK$’000 HK$'000
FHBT T T
Loss E18
Loss for the year attributable to the A EFREREEZART
owners of the Company for the HE NEHAFEEEE
purpose of basic loss per share (585,670) (169,728)
Effect of dilutive potential ordinary BEEELTBER 2 FE:
shares: Interest on convertible bonds AMRRRE S B 20,974 =
Loss for the purpose of diluted AT E GRE EEE EE
loss per share (564,696) (169,728)
’000 ‘000
F A& T A%
Number of ordinary shares EHEREH
Weighted average number of ordinary ~ sist EFREARERE Z
shares for the purpose of basic loss 3B AR I AE S 8
per share 699,616 637,602
Effect of dilutive potential ordinary EBEEE SRR R
shares: Convertible bonds AMRRR B 721,233 =
Weighted average number of ordinary ~ #tEt E G # B E1E ~
shares for the purpose of diluted loss TR IR T &
per share 1,420,849 637,602
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

14. LOSS PER SHARE (continued)

From continuing and discontinued
operations (continued)

Diluted loss per share from continuing and discontinued
operations for the years ended 31 December 2009 and
2008 was the same as the basic loss per share. The
Company’s outstanding convertible bonds were not included
in the calculation of diluted loss per share from continuing
and discontinued operations because the effect of the
Company’s outstanding convertible bonds was anti-dilutive.

There was no diluting event existed during the year ended 31
December 2008.

From continuing operations

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

14. BREEB #)

REFBECEXRBRRILEERE
(4)

HE_ZZAEFER-_TZN\F+_A=+—H
FFEZREBFEREERMRICEER 2
FRESEEBETGREARNEEBER - ARARQ
RIMAELD AT RREFAERESER BN
ATERERBECEEB R REXEL 2 BIR
BB Y Bt AR R 2 % AR ME B A A%
&% o

REBEZE-_ZTTN\F+-_A=+—HLEFE" I
TEEEAEES -

AREREHBEARGRERLEEB 2 BRE
AREEERTIIE TR S

Loss figures are calculated as follows: EEEEAENT
2009 2008
—EENF —ET)N\F
HK$’000 HK$'000
FHET T35 T
Loss for the year attributable to owners AR &l A A BN EE EHiE
of the Company (587,120) (77,012)
Effect of dilutive potential ordinary shares; /B 1E #58 T @AY « £
Interest on convertible bonds AMRRRE ST B 20,974 =
Loss for the purpose of basic loss per eI EHFELSLEB 2 ERE
shares from continuing operations RNEE 2 B8 (566,146) (77,012)
EREXEERRAT
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14. LOSS PER SHARE (continued)

From continuing operations (continuea)

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

Diluted loss per share from continuing operations for the
years ended 31 December 2009 and 2008 was the same
as the basic loss per share. The Company's outstanding
convertible bonds were not included in the calculation of
diluted loss per share from continuing operations because
the effect of the Company’s outstanding convertible bonds
was anti-dilutive.

There was no diluting event existed during the year ended 31
December 2009.

From discontinued operations

Basic and diluted eamings per share for the year ended 31
December 2009 for the discontinued operations is HKO.21
cents per share and HKO.10 cents per share respectively.
The numerators are based on the profit for the year ended
31 December 2009 from discontinued operations of
approximately HK$1,450,000, while the denominators used
are the same as those detailed above for both basic and
diluted loss per share.

Basic loss per share for the year ended 31 December 2008
for the discontinued operations is HK14.54 cents per share
based on the loss for the year from discontinued operations
of approximately HK$92,716,000 and the denominators
used are the same as those detailed above for both basic
and diluted loss per share.

There was no diluting event existed during the year ended 31
December 2008.
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For the year ended 31 December 2009 HZ=

14. BREEB #)

REFELSEER &)

TR B E EXFHE At EERERNREEE
BATAEMER -

BE_ZTNFR-_ZFTN\F+-_A=1+—H
tiEZXQ%E%%%%ZE%%%%EE
BREREBIEMER - AR AR AR D A%
BEFAEREEER HRFAEXRAKEL
EEB 2 BREEE BRI | RARE M
REE AR RES -

RBE_TZENF+T_A=+t—HLFE ¥
NFEEAEESF-

RERIEREEXK

HE-_ZTNF+_A=+—HIEFE Kt
%%%%Zﬂﬁgﬁﬁﬁﬁﬂﬂ“ﬂ%i%
0.217%8 Ml & ZRX0.10& Wl - o F B EEHE =
EENE+ A+ HIFERARIERES
T ZmMA)1,450,0008 T E  METAS &
BV E SR ERA RS EETRE
FEE °

HE-_TZ)N\E+_A=+—HIEE &It
KEE 2 EREARBEAER14.64%l - T)
IR | A 5 2 R F R 18 4992,716,00078
TLRTE T A S B8 XAt E SR E
AREEEIEBEMER -

RBE-ZZ/N\F+_A=t—HLFE ¥
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

15. INVESTMENT PROPERTIES

15. REW

HK$'000
AT
Fair value AEE

At 1 January 2008 RZZTTNF—-—H—H 71,579
Exchange adjustment PE 5 2 5,695
Increase in fair value NFEEE N 128

Classified as part of a disposal group held for sale D8 AEHEH S AR 2 — 2%
(Note 10) (FfF5E10) (77,402)

At 31 December 2008, 1 January 2009 and
31 December 2009

N—ZFENF+=-_A=+—8"
—EENF—HA—BX

—EEAF+_A=+—F -

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

The Group’s investment properties are measured using the
fair value model.

The fair value of the Group's investment properties at
31 December 2008 has been arrived at on the basis of
a valuation carried out on that date by Savills Valuation
and Professional Services Limited, independent qualified
professional valuers not connected with the Group. Savills
Valuation and Professional Services Limited are members of
the Hong Kong Institute of Surveyors, and have appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation,
which conforms to Valuation Standards on Properties of
the Hong Kong Institute of Surveyors, was arrived at by
reference to recent market evidence of transaction prices for
similar properties. The investment properties was disposed
together with the subsidiaries during the year ended 31
December 2009, please refer to note 43 for details.

BREVMEDNPERTFHEERSSE  LREL
LHEMRL -

AREBEREMEDRARIFEEAFE-

AEBEEMER _TTNF+-_A=1T—H
ZRVPEDREAEEYVEBEZ B LA ER
EXHEME-ATFBESGAEREXERE
RARRERETHEIEEER -F—AF
BaSBEMEXEREGRARINEEEAM
BeeR BRAEEEENRHOBMAMLE
BUDERBEEZRER —RRAEERBEEEHE
FMEEMEMEER Y2ZRUNEIHE
RZMGBEEE REVXERBE_ZTT
NEFET-_A=T—HLEFECHRNBAR
HE  FIEFE 2B E43 -

RREXEEARLQA
CEREAFEFER
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For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - &= R & &

Furniture,
Leasehold Plant, fixture
improve-  machinery  and office Motor Construction
Buildings ments and moulds  equipment vehicles in progress Total
HE BE B £ER
g3 NEEE  BERER  BAZRE RE EEIR B
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
THT TBT T T THT T T
Cost or valuation ﬁﬂS{EjHE e
At 1 January 2008 —ZZ\5-f—H 138,193 2,459 287,090 24,183 10,289 385 462,549
Exchange adjusments Dz;ﬂ” 10,708 91 22,464 1,438 480 27 35,208
Additions NE = 5,656 12,090 310 2,358 331 20,740
Redlassfied as held for sale ENNEARELE (92,769) (1302 (169,304 (6,129) (10292) 5 (279,790)
Disposal of subsidiaries HERBAR (30,192) = (92312) (6,520) (799) (693  (129,516)
Disposal/written off LE /M - (14) (9,804) (64) (915) = (10,797)
Revaluation B (2,237) - - = - - (2,237)
At 31 December 2008 and —TENE
at 1 January 2009 tﬂ =t-Ak
RZZENG-F-H 23,709 6,890 50,224 14,218 1,116 - 96,157
Additions NE - 169 1,067 21 1,307 - 2,544
Acquisttion of subsidiaries WElhB AR = 1,268 - - - - 1,268
Disposal of subsidieries HENBAR (23,709) (7,089) 49,816) (13.930) (2,429) = (96,917)
Deconsolidation of subsidiaries (note 42) B & A KB AT
(firsEa2) - (854) - - - - (854)
Disposal/written off HE /s - (10) (1465) (%) = = (1571)
At 31 December 2009 RZZENE
+-A=t+-H - 414 - 213 = - 627
Comprising B
At cost KAE - 414 - 213 - - 627
At valuation - 2009 BZRTNERE - - - - - - -
- 414 - 213 - - 627
Depreciation il
At 1 January 2008 R=EF\F—F—AH = 1,895 180,336 20,099 8,124 - 210,454
Exchange adjusiments 5 AR - 49 14,356 1,161 376 - 15,942
Provided for the year TEERRE 3,701 275 20,778 2,363 1,506 - 87,623
Reclassified as held for sale i%ﬁ/‘*ﬁﬁ%% fEE - (1,272) (123,204) (5,668) (7,842) - (137 986)
Disposal of subsidiaries HEHBA (679) = (64,941) (5,222) (779) = (71,615)
Eliminated on disposal/ written off s %/ miﬁﬁ # - (12) (8,135) (60) (7102) - 8909)
Eliminated on revaluation Gt (3,08) - - - - - (S 028)
At 31 December 2008 and RZZEENEF
at 1 January 2009 TZA=+-AR
RZZENG-F—-H - 935 28,190 12,673 683 - 42,481
Provided for the year REERE 641 2,199 5273 1,025 665 - 9,803
Disposal of subsidiaries HERBAT (641) 2,720) (32,919) (13,391) (1,348) - (61,019)
Eliminated on disposal/ written off HE /WS - - (544) (94) - - 638)
At 31 December 2009 RZZTNE
+-A=t+-H - 414 - 213 - - 627
Carrying value REE
At 31 December 2009 RZZENE
+=A=+-H - - - - - - -
At 31 December 2008 RZZZNE
+-A=1+—-H 23,709 5,966 22,034 1,545 433 = 53,676
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

16. PROPERTY, PLANT AND EQUIPMENT 16. 1% -BERR®E &)

(continueq)

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

Buildings Qver 50 years, or shorter
of the lease terms, where
appropriate

Leasehold improvements 25%

Plant, machinery and moulds ~ 12.5% — 25%

Furniture, fixtures and office 25%
equipment

Motor vehicles 25%

The fair value of the Group’s buildings at the end of the
reporting periods has been arrived at on the basis of
a valuation carried out on that date by Savills Valuation
and Professional Services Limited, independent qualified
professional valuers not connected with the Group. Savills
Valuation and Professional Services Limited are members of
the Hong Kong Institute of Surveyors, and have appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation,
which conforms to Valuation Standards on Properties
of the Hong Kong Institute of Surveyors, was arrived at
using a depreciated replacement cost basis. The resulting
revaluation increase of approximately HK$307,000 and
HK$484,000 as at 31 December 2008 has been credited
to asset revaluation reserve and consolidated statement of
comprehensive income, respectively.

I the buildings had not been revalued, they would have been
included at historical cost less accumulated depreciation of
approximately HK$10,644,000.

As at 31 December 2008, the carrying values of property,
plant and equipment included an amount of approximately
HK$5,998,000 in respect of assets held under finance
leases. Part of the property, plant and equipment was
disposed with the subsidiaries during the year ended 31
December 2009, please refer note 43 for details. Property,
plant and equipment of approximately HK$854,000 has
been deconsolidated arising from the deconsolidated of a
subsidiary as stated in note 42.

FtE BEREKEEREB (ERIRERIN
Rar R ERER  BFERA T ERATREN
&

EF ﬁmi&ﬁ%ﬁ%z
BEE(GEAE)
i 7€ )

HEWEEE 25%

%%%%&ﬁﬂ 12.5% — 25%

R EE 25%

ﬂ#”\ﬁﬁ “ﬁ%
RE 25%

AEEEFRBERR I AFENIZEAREE
WEBEZBIAEREEGHBEME—KATE
HHHEREXEERERAGRE BETHE
zgﬁgﬁoﬁ—tﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ
ERARNEBHNEMESSE HFEHEESE
JE R EIEA R B U R E &R B X
HEEBRESIEMBeEGHBELEL  FH
MESENAREEET - R_ZETN\F+_A
=1T—H AEEEZEM[IEINZ307,000% 7T
}484,0008 L E 2 Blat A& E B 1{f R ix
AEEBZER -

HZEEFALEMN BELEARETTE
ZEENE AR ZHEH A10,644,000/ 7T ©

m:=”A¢+*ﬂ_+f54M%ﬁ%&
RECEAEREREREREREZEEY
5,998,000/ 7L c Fh D M2 - B MR B E R &
E_ETNF+-_A=+—HILEFEREKE
ANAE—BEHE FBEHEL2HWT48 - WE K
B R %m%umﬁnEﬁW&M%Llﬂ
ItHEAMB AR MABES

RREXEEARLQA
CEREAFEFER
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

17. PREPAID LEASE PAYMENTS

17. B €

2009 2008
—EENE —ZEE)N\F
HK$°000 HK$'000
FH T T T
The Group's prepaid lease payments AEEZEMESBE
comprise leasehold interest in land TR REFHEERE 2
and land use rights held under ol K% 5 R A
medium-term leases as follows:
Leasehold land in Hong Kong REBZHE i - 4,644
Land use rights in the PRC PR B 2 4 b {55 R 4 - 13,346
- 17,990
Classified as part of a disposal group D AFEELEHT 2
held for sale (Note 10) — &8 1p (H45£10) - (14,366)
- 3,624
Analysis for reporting purposes as: ABREBNMATA:
Non-current asset EREEE - 3,626
Current asset (Note 24) MEEE (H5E24) - 98
- 3,624

Prepaid lease payment amounted to approximately
HK$98,000 has been amortised during the year ended 31
December 2009 (2008: HK$98,000). The remaining amount
has been disposed together with the subsidiaries during the

year ended 31 December 2009, please refer to note 43 for FEIBREAR43 -

details.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

18. AVAILABLE-FOR-SALE INVESTMENT 18. AIft H &KX &

2009 2008
—EZhF —EENF
HK$°000 HK$'000
FE T 7T

Equity securities listed in overseas, BN ETRERE S IRATE
at fair value - 8,241

Analysis for reporting purposes as: RBREBRMANTAE:

Non-current asset EMBNE E - 8,241
Current asset BN & EE - -
- 8,241

During the year ended 31 December 2008, the Group
has made an impairment loss on the whole amount of
the investment in the issued share capital of Ascalade
Communications Inc. ("ACI"). ACI is operating in the
telecommunication industry sector and its shares have
been quoted in the Toronto Stock Exchange (‘TSX"). On 3
December 2008, ACI has been delisted from TSX.

As at 31 December 2008, the amount represents the
Group’s interest in the issued share capital of KFE Japan in
relation to subscription shares received upon the disposal
of subsidiaries during the year. In accordance with the
terms in the sales and purchase agreement, the Group is
required to held the investment for at least two years, and
therefore the amount is classified as non-current assets. KFE
Japan is listed on Nagoya Stock Exchange of Japan, and is
principally engaged in development, trading and manufacture
of electronic products in Japan. As at 31 December 2008,
the Group held 12.04% equity interest in KFE Japan. The
available-for-sale investment was disposed together with
the subsidiaries during the year ended 31 December 2009,
please refer to note 43 for detalils.

HE_ZZNF+_A=+—HILFE ~£E
ﬂﬁé‘Ascalade Communications Inc. ([ACI]) B
BITIAR 2 2R E S BAIELRERRE - ACHE
EENE - EROHDERZHEELFRZAM([%
MEBERA]) Em-R=ZEENFE+=A=H"
ACIHISE R % Z B R T2 LT AL

RZBEZENF+_A=1+—H8 ZREELE
EFAHENE A R UELZ RER M RKFE
JapanB BT A ZEZ - RIEEE R 21K
HAEBEZEERIREEVERTE Bt
2N ’“*E%#mébﬁﬁ KFE Japan?t B "4
HEEAFERGMLETM EERBANREETE
mAE EHRBEEEK - RSN\ F+=
A=+—8 XEEFBKFE Japanz 12.04%H%
E-rHEEREEREBEE_STNFE+ A
=t HALFEHENBAR —RBHE F155
2B M 7E43 o

RREXEEARLA
“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

19. CLUB DEBENTURE

20

At 31 December 2008, the club debenture represents
entrance fee paid to a golf club held on long-term basis.
During the year ended 31 December 2008, the Directors
of the Company considered making impairment on club
debenture of approximately HK$580,000 as the market value
of such club debenture declined. The club debenture has
been disposed together with the subsidiaries during the year
ended 31 December 2009, please refer to note 43 to the
consolidated financial statement for details.

INTANGIBLE ASSET

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

The cost of the patents is amortised on a straight-line basis
over the estimated remaining useful life of ten years. No

19.

20.

BRES

R-ZBENF+-_A=+—"H @ME5AM
—EERAREINZASE BERPEERF
BE-RBE_ZENF+_A=+—HLEFE"

ERNEMESZTMENRE  ARREZEER
€ FTEAEL RE#580,000/ T - €FTEA T
REE_ZTNF+_A=Z+t—HILEFERHE

WMBAR—BHE FBR2HMEAMBHRE
M7E43 ©

BEEE

BN EERRETR a8 REREBHMAETR

BT REELCOSER R 2 FH R,
B A -

BRRAREREAR G RIGAERFH+F
A &8 35 - A R LCoSTE R K 75 1 R R B » I &

amortisation is made for the year ended 31 December 2009 REZE_ZEZNFT+_A=+—HLEFEER
since the LCoS television business has not yet commenced. BEiH o
HK$'000
T T
Cost ES?ZF
At 1 January 2008, 31 December 2008 and —EEN\F—-H—H 2T N\F
1 January 2009 ‘l’ A=T—BE=ZZTTNF—H—H =
Addition arising from acquisition of subsidiaries EUW BB AR mAE (M5
(note i) 668,000
Deconsolidation of subsidiaries (note i) BUHARE M B AR (Faki) (668,000)

At 31 December 2009

RZFENFT-_A=+—H

Carrying amount BREE

At 31 December 2009

R-ZFEZBAF+-A=+—H

At 31 December 2008

N—=

R-ZTE

=

NFE+-_A=+—8H
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

20. INTANGIBLE ASSET (continued)

20. B EE (#)

Notes: B 5

0} On 15 January 2009, the Group acquired Pacific Choice () RZZZThF— A+FAB  NEBEUKEPaciic
Holdings Limited (‘Pacific Choice”) and its subsidiaries Choice Holdings Limited ( [Pagcific Choice |) &
(collectively referred as to “Pacific Choice Group”) (Note Ht B A A (8% A [Pacific Choicet= & )
41), fair value of the intangible asset was approximately (FIsE41) 2R EBY S ERBEAERMRA
HK$668,000,000 was recognised by reference to the B EER AR ([RABRRFE]) RZZET
valuation report issued by Messrs. B.l. Appraisals Limited NF—ATHBHEBEFEELRNEREREE
(‘B.l. Appraisal’), independent qualified professional valuers, ETHEMBOIZHERSE BREFEE
at 15 January 2009 which valued the intangible assets on A F B #49668,000,000/ JT °
discounted cash flow method.

(i)  Save as disclosed in note 3 to the consolidated financial (i)  BREREMISHMRMAMIBREEIN BREELD
statements, the intangible assets of approximately 668,000,000 TEEAR=ETNF+—A=+
HK$668,000,000 has been disposed of due to H BUE 4R & Pacific Choice( B FAHE-F
deconsolidation of Pacific Choice Group on 30 November BEUEGA B AR IEFE2 MM 42 -
2009. Please refer to note 42 for details of deconsolidation of
subsidiaries.

21. GOODWILL 21. B8
HK$'000
T

Cost ESMK

At 1 January 2008, 31 December 2008 and RZZEZENGF—H—B ZZZTN\F

1 January 2009 +—A=+—BRk=_FEZThhF—H—H =
Addition arising from acquisition of subsidiaries HUEH B AR mRE (Kiak)

(note i) 77,685
Deconsolidation of subsidiaries (note ii) BUB# &M B AR (MIFFi) (77,685)
At 31 December 2009 —ETNF+ZA=+—H -
Carrying amount BREE
At 31 December 2009 R-ZEEREFE+=-A=+—H -
At 31 December 2008 R-ZZETENF+-_A=+—H -

EREXEERRAT

“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

21. GOODWILL (continued)

21. & (»)

Notes: B &

0) On 15 January 2009, the Group acquired Pacific Choice () NRZETZNFE— A+ 7B KN&EEWEPacific
Group, goodwill of approximately HK$77,685,000 was Choicefs B » iR B 4)77,685,0007% 7T ° B 7
recognised. For further details on the Acquisition, please refer WHEEIE 2 E—FH1E 241 -
to note 41.

(i) Save as disclosed in note 3 to the consolidated financial (if) MEGEETBERRMWAIMBEEEIN BEY
statements, the goodwill of approximately HK$77,685,000 77,685,000 TE AR —ETEAFE+—A =1+
has been disposed of due to deconsolidation of Pacific A BUH 4% & Pacific Choice B FIAHE &
Choice Group on 30 November 2009. Please refer to note 42 EUEAR A B AR 2515 3R 42 -
for detalls of deconsolidation of subsidiaries.

22. INVENTORIES 22. &
2009 2008
—EENF —ET)N\F
HK$’000 HK$'000
FHET FHETT

Raw materials R4 % - 2,705

Work in progress &M@ - 2,532

Finished goods S i 2,730 3,769

2,730 9,006

Less: Write down of obsolete and R PR E N SE T B MUR

slow moving inventories - (1,932)

Less: Deconsolidation of a subsidiary — J&k : &R IE4R A M B A A (HizE42)

(note 42) (2,730) -
- 7,074

Karce International Holdings Company Limited
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ire SRR MR

For the year ended 31 December 2009 BE-_ZZNF+_A=1+—HILFE

22. #E& (%)

The cost of inventories recognised as expense and included BRAEMI Wi AHERNAZFTEXN RN A
in cost of sales amounted to approximately HK$78,319,000 78,319,000/ 7t (ZF & J\ £ : 631,357,000/
(2008: HK$631,357,000). JL) °

22. INVENTORIES (continued)

BRE MFHF BB 28 T -

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

2009 2008
—EZhF —EENF
HK$’000 HK$'000
FET FAIT
Balance at beginning of the year FHHER 1,932 18,439
Exchange difference PE - 1,624
Write down of obsolete and PR I % 85 17 B MUR
slow moving inventories 12 1,065
Reversal of obsolete inventories EHURREFE 2D
written down - (2,499)
Classified as part of a disposal PEAEFEREHAR 2 —3B7
group held for sale - (16,597)
Disposal of subsidiaries o BB A A (1,944) -
Balance at end of the year FIREERR - 1,982

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

The directors of the Company have assessed the net
realisable values and conditions of the Company’s
inventories as at 31 December 2008. During the year, the
directors of the Company have considered written down
of obsolete and slow moving inventories of approximately
HK$12,000 (2008: HK$1,065,000) and no reversal of
obsolete inventories written down (2008: HK$2,499,000) be
made in respect of the net realisable value of the inventories.

B R R E 7 2 B Ty B R 2 R
B EHEEE-

ARAREBEEREEFTHARRGFEER-_ZTNSF
+_A=+—BZAZRFEERMRKI - FEX
RAEEREERGFEZJEE FEELRE
T s 17 S HOR 4912,00008 T (BT )\ 4
1,065,000 70) REMBREFTE 2B AT
BT (ZZFZ)\F : 2,499,000/ 7T) °

RREXEEARLQA
“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

23. TRADE AND BILLS RECEIVABLES

23. EZEWE

SN

2009 2008
—EENFE —ZET)N\F
HK$°000 HK$'000
FE T T T
Trade receivables Z 5 W SRIE 9,526 31,036
Less: Provision for impairment loss BB E S R GRIBRER
recognised in respect of VERIEN Ei=kEdi]
trade receivables (1,288) (1,915)
8,238 29,121
Bills receivables e L7 - 661
8,238 29,782
The Group allows an average credit period of 60 days to AEEGRTEEZRFPFHE0R ZEEH -1
its trade customers. An aged analysis of trade receivables BB SEKFIERRZ BEBEREERECE

and bills receivables, net of provision for impairment loss

recognised in respect of trade receivables, is as follows:

2 PR IR K W R 1B 2 B

Mo

2009 2008

—EENF —ET)N\F

HK$’000 HK$'000

FET T

Not yet due R H 5,366 17,630
Overdue within 30 days BEIEE B30 H 1,699 6,151
Overdue for 31-60 days BHAIZ1E60H 1,173 3,022
Overdue for 61-90 days BHI61 =00 H - 2,877
Overdue for more than 90 days 8 BR300 A - 102
8,238 29,782

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

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

23. TRADE AND BILLS RECEIVABLES

(continued)

Included in the Group’s trade receivable balance are
debtors with an aggregate carrying amount of approximately
HK$2,872,000 (2008: HK$12,152,000) which are past due
at the end of the reporting period for which the Group has
not provided for impairment loss. The Group does not hold
any collateral over these balances.

23. ESEWFEREWRERE »)

REBZEZERFBLEGBDIERRAEBEALD
2,872,000 7T (ZZEF /)\F 12,152,000/ 7T )
2 FEWGRIE - ZERIEE R RE R EE - iR
SEEIER I EL R EEE - NEBE W ERZ
EEHBFEEMEKTESRS-

Movement in the provision for impairment loss recognised in HEZRERRFIEERZ BREBERE 2 ZEHH
respect of trade receivables is summarised as follows: AR
2009 2008
—EENF —ET)N\F
HK$’000 HK$'000
FET FHETT
Balance at beginning of the year F LR 1,915 6,544
Exchange adjustment ME H, Ja B - 15
Impairment losses recognised FANER 2 REERE
during the year 2,156 6,861
Reversal of impairment losses VERIEN SRk AE - (523)
Amounts written off as uncollectible AeeUs el il 2 58 (70) (589)
Reclassified as part of disposal BN BEARIEHEEEMR
group of asset held for sale 2 —8b1n - (10,393)
Disposal of subsidiaries HEWB AR (2,713) =
Balance at end of the year F AR AL R 1,288 1,915

In determining the recoverability of a trade receivable,
the Group considers any change in credit quality of the
trade receivables from the date credit was initially granted
up to the end of the reporting period. Included in the
provision for impairment loss recognised in respect of trade
receivables are individually impaired trade receivables with
an aggregate balance of approximately HK$2,156,000
(2008: HK$6,861,000) which have either been placed under
liquidation or in severe financial difficulties. The impairment
loss recognised represents the difference between the
carrying amount of the specific trade receivable and the
present value of the expected recoverable amount. The
Group does not hold any collateral over these balances.

e S EWGIBZ AT E e AEESE B
BETFEEE BRI EREPRNE S BN
HZEEEE =28 -5 E 5 ENFEERZ
BEEBEBEESEERIEREZ S ERE
& #£492,156,000% 7L (=T Z )\ £F : 6,861,000
BIT) AR E RS B IR BRI R # o
ERRBZBREGEEASECESR KRB ZER
ERFERATKRECHEZREZEZE AEET
ERZEERFHEMAERR-

RREXEEARLA
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

23. TRADE AND BILLS RECEIVABLES

(continued)

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

23. ESEWFEREWRERE »)

NHEAEEEB 2SN ERFTEZ
AEEE S REFA R EEZEEIIT

Denominated in

BRUTE®SHE
uUsD RMB
Epl AR#E
HK$'000 HK$'000
TATT T T
At 31 December 2009 A_EBENFE+=-A=1+—H 706 364
At 31 December 2008 R-ZEENEFE+_A=+—H 15,927 484

24. PREPAYMENTS, DEPOSITS AND

OTHER RECEIVABLES

24. A FIE - BEREMEWRKE

2009 2008
—EENF —ET)N\F
HK$’000 HK$'000
FET T35 7T
Prepayments, deposits and TERFRIE ~ e R E A R
other receivables 709 29,367
Less: Impairment loss recognised in B BEE M R IR R 2R E
respect of other receivables &5 18 - (566)
Less: Deconsolidation of subsidiaries B BUHARE B AR (HiE42)
(note 42) (620) -
89 28,801
Prepaid lease payments (Note 17) TEEE (HaE17) - 98
Prepayments, deposits and TEIFRIE ~ e R E A B UGB
other receivables 89 28,899
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/\‘/T\

24.

25.

B M BHRRM

For the year ended 31 December 2009 BZ-ZESNGE+-_A=+—HLEEE

PREPAYMENTS, DEPOSITS AND 24 ARE EREREMEWNKIE
OTHER RECEIVABLES (coniinuea) (#&)
At 31 December 2008, an amount of HK$25,000,000 has RZBZENF+ZA=+—HB KRAARAR
been paid as a deposit for the very substantial acquisition ER=_ZEZENFOA=THE=_ZZNFTH
in relation to the sale and purchase agreements entered Z M BEET 2 BB X 925,000,000 7T
by the Group on 30 April 2008 and 24 October 2008. On ERZIETERNEZEE RZTEZNF —
15 January 2009, the acquisition was completed and the A+HH ZWEBEZK mMEBSEERID
amount was recognised as part of the investment cost in KT B A Fl 2R E KA TR
subsidiaries.
Movement in the provision for impairment loss recognised in SEE At FEWGR IR 2R B R E Bt an T -
respect of other receivables are summarised as follows:
2009 2008
—ZEZhEF ZETNF
HK$’000 HK$'000
FHET T35 T
Balance at beginning of the year RER 2 R 566 566
Disposal of subsidiaries HEWB QA (566) =
Balance at end of the year RERZ &85 - 566
In determining the recoverability of other receivables, the TEEAMEWKEIE 2 Al IR E R AEEeE
Group considers any change in credit quality of the other RERTEEERE QR EHmEHRA M ER
recelvables from the date credit was initially granted up to the REZERNEEEZZFH ERRBZBEEE
end of the reporting period. The impairment loss recognised 5 TE HL i B GR IR 2 BRTE B KR TR HA AT 4 [B1
represents the difference between the carrying amount of BB ERE-
the specific other receivables and the present value of the
expected recoverable amount.
AMOUNT DUE FROM A RELATED 25, fE — B B8 E N B R IE

COMPANY

The amount due from a related company was unsecured,
interest free and recoverable on demand.

B —FEERARFRIEAEERR 28  WEE
EREE-
EREXEERRAT

“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

26. CASH AND BANK BALANCES 26.

Bank balances comprise short-term bank deposits which
carry interest at 0.01% (2008: 0.5% to 3%) per annum.

The Group's bank balances that are denominated in
currencies other than the functional currencies of the relevant

group entities are set out below:

BERBITEE

RITEFEREEHRITER  REFMR0.01%:t
B(ZZEZENF:05%FE3%) °

NHEREEER 2N EE AN ERFEL
REBSRITHABEIIMT :

Denominated in
RUTERTE
uUsD

=T

HK$'000

FET

At 31 December 2009

At 31 December 2008

R-EBZENLFE+=ZA=+—H 106

R-ZEENF+-_A=+—H 339

27. TRADE AND BILLS PAYABLES 27. ESENFERENERE
2009 2008
—BBRF ZERN\F
HK$’000 HK$'000
FHET FET
Trade payables S RN RIE 127 22,139

An aged analysis of trade and bills payables, net of amount
classified as part of disposal group held for sale is as follows:

BHRNE IE&)EHKTJ%(%DB?“*EE%VEHj
SARBNED 22 ) 2BRikDMTAT :

2009 2008

—EENE ZEENF

HK$’000 HK$'000

FHET T

Not yet due or overdue within 30 days 7 El| Hisk i& Hi T~ 48 1830 H - 12,886
Overdue for 31-60 days BHIZ1 Z=60H - 3,376
Overdue for 61-90 days BHIB1Z=00H - 2,066
Overdue for more than 90 days 1B EAEE @O0 127 3,811
127 22,139

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

27. TRADE AND BILLS PAYABLES

(continued)

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

27. ESBARERENRE »

NHERAEEER 2N ER AN ERFEL
AEBEZRNFKBAREBNZEIRINWT

Denominated in
BUTE¥HE
uUsD

Epw

HK$'000

AT

At 31 December 2009 i
At 31 December 2008 i

—EEhAF+=A=1+—H 68
—EENEFE+-_A=+—H

2,639

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

28. ACCRUALS AND OTHER PAYABLES

REE 2 P19 E 5 HRO0RK - AEBE E HIFT 7%
RBREERER AERABEENFBEOREER
HIMERS -

28. Bt EA R HMENRE

2009 2008

—ZEhF —ET)N\F

HK$’000 HK$'000

FRET AT

Accruals and other payables FEET & A & E fh B 5 58 967 59,049
Reclassified as a disposal group of BN BEAIELEEEMR

assets held for sale (note 10) (MIzE10) - (28,234)

967 30,815

29. AMOUNT DUE TO A SHAREHOLDER
Except for the amount of HK$3,000,000 (2008:
HK$15,500,000) due to a shareholder, which was
unsecured, interest free and repayable on demand. The
remaining amount of HK$18,430,000 amount due to a
shareholder was unsecured, interest free and have no
fixed terms of repayment. The shareholder has agreed not
demand for repayment for twelve months from the end of the
reporting period.

30. AMOUNT DUE TO A RELATED

COMPANY

The amounts due to a related company was unsecured,
interest free and repayable on demand.

29. B —BRERMKIE

& FE f~F — %3 B 3R FXIE3,000,0008 7T ( ZEE )\
F 115,500,000 7T) (ZAREREEHT £ B
WHEREBRER) I BN —ZREEATHIE
18,430,000/ 7T A EA IR - 8 R £ [E T8N
H-zBRRERETERBRERARET=@A
NERKERE -

30. B —HEREE D RFIE

ZRAREER 28 WEAREREE-

RREXEEARLA
“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

31. OBLIGATIONS UNDER FINANCE 1. BEHESE
LEASES
Present value of
Minimum minimum
lease payments lease payments
BEHe BEHEZEE
2009 2008 2009 2008
“ZThE —TINE “EENF —ZENF
HK$'000 HK$'000 HK$'000 HK$'000
TET THAT TET THTT
Amount payable under RERE IR

finance leases:

Within one year —FR - 1,646 - 1,652
Between one to two years R—EREMER - 870 - 819
Between two to five years RRERBERER - 412 - 399

- 2,928 - 2,770
Less: Future finance costs B ABEERA - (158) - =
Present value of lease obligations HERMZRE - 2,770 - 2,770

Reclassified as a disposal group of BNOBRARELEEERN

assets held for sale (note 10) (HEE10) = (2,770)
Less: Amount due within one year AR —FRERLIIA
shown under current liabilties BB &2 HE = -
Amount due after one vear R—FREBE A - =
It is the Group's policy to lease certain of its plant, machinery, REBZBERUBMERE 2 T AEES TH
and motor vehicles under finance leases. The average lease B #sz5k s HBPFHAE=F -HE_ZZT
term is three years. For the year ended 31 December 2008, NEF+TZRA=+T—HIEFE AFEFHER
the average effective borrowing rate was 4.81% per annum BEXARLI81% FEDRITHNEBEBEE NT
for the year. Interest rates are fixed at the contract date FF265%E7.07% c FTEHERIEHY AT HE
ranging from 2.55% to 7.07% per annum. All leases are on a = e

fixed repayment basis.

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

32. BANK LOANS 32. RITER

The bank loans are unsecured and are repayable as follows:

RITERREEIRL BIRIA TR RHAEER

2009 2008
—EEhEF ZTENF
HK$°000 HK$'000
FHET T
Within one year R—FR - 50,141
Between one to two years R—FBREMFENRN - 857
Between two to five years RMERERERA - 2,571
Over five years RAER - 1,143
- 54,712
Reclassified as a disposal group of BN BEABIELEEEMR
assets held for sale (note 10) (FHIzE10) - (64,712)
For the year ended 31 December 2008, the interest rate are BE_TT)\F+_A=1T—HLEFE Fx

fixed at the contract date ranging from 6.99% to 8.22% per

EEAE LT R FF9)T6.99%E8.22% ° FT

annum. All bank loans are on a fixed repayment basis. BRITEFIEEHEBEERT -
33. SHARE CAPITAL 33. A&
Number of shares Amount
BAEE x|
2009 2008 2009 2008
“EENE —EEN\EF “EENE —EE)N\F
’000 ‘000 HK$’000 HK$'000
TR T TEL FTAET
Ordinary shares of HK$0.1 each BROBIT 2 LB
Authorised: AT
At beginning and end of the year FMRER 2,000,000 2,000,000 200,000 200,000
Issued and fully paid: BETRAR:
At beginning of the year F4) 652,356 544,356 65,236 54,436
Issue of shares BT 50,000 108,000 5,000 10,800
At the end of the year S 702,356 652,356 70,236 65,236
RRBEEEERAA

“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

33.

34.

SHARE CAPITAL (continued)

Note:

Pursuant to a subscription agreement entered into on 20 January
2009, the Company issued a total of 50,000,000 ordinary shares
of HK$0.1 per shares to 2 individual investors. The net proceeds
of approximately HK$4,800,000 will be used for broaden the
shareholder base and strengthen its capital base and financial
position for the Group's future business developments.

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.

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.

Karce International Holdings Company Limited
Annual Report 2009

33.

34.

NG )
P 5E -

RER—ZZNF - A - THAZZRERZE AR
] 3 4 M8 A #% & 3 35176 $£60,000,0000 & IR E B
0178 T2 & B - A B P15 5B F ER 49 /34,800,000
B BRERERRER L AAEE B REBER
Inss B AREREF AR -

iR 8

ARARR_EEZ_FRA-TNBHEMRERE
BeiERTE ([RBIRERTE) Bt E=Eq
MAEERLEE (BEARARETAHERD
AZEERES)REHAUREARRARGD 2R
BERRE - BB AR 8] T RN B BT 1+ 4
RAER HEBTEEETEMRERE-

TERIBERBIRE S RAE BRM 2 et
SRE 2B RARITEREREM A LT
BHEE T SBEEAEHAQRRBE TR
1 230% - BIFERERESTEI M AN EBHM 2
H AT EI AT a3 B 2 REB I« B AR (0 B 2
TEBBEREME AR B EITID 210% °
A geREMALTET o RERE 2 BERMNDE
FABRBBEREMN+ @A BHEARRE BT
f&15 2 1% °
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

34.

35.

SHARE OPTION SCHEME (continueq)

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.

CONVERTIBLE BONDS

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

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

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

The liability component is measured at amortised cost.
The interest expenses for the year of approximately
HK$20,974,000 is calculated by applying an effective
interest rate as stated above to the liability component for
about 10-month period since the convertible bonds were
issued. The difference between the carrying amount of
liability component at the date of issue of approximately
HK$155,611,000 and the amount reported in consolidated
statement of financial position at 31 December 2009 of
approximately HK$176,785,000 represents the effective
interest less interest paid to that date.

35.

4. BERRESTE (2

ERARARR 2 RBRERAINRENE
TLeRBREA REAZTRBREZZAY
EEZSERBRBEIRAHLRBREZZA
HER+FER (UREERE) EHBTE-
TEEHAARESET X MERRBER
*E?%Hjﬁﬁﬁﬁ%ﬁﬁ"ﬂﬁﬁ?&ﬁﬁz%lmf‘i ERRE
Pere b B AT A E R 5 B A 1B 3 P2 F
B HEXRMEELRSE -

B R B A At I EBR AN DA SR AR IR AR B A
At &R (] SR R AL o

AR R (S 3

RIZBEZAF—F+HB KRB TR_-Z
—PO4F — A P9 A 2 HA 7N £ 58300,000,000/% 7T
ZE—WES TErFIB - FE—HEFTIEEITE
AW EEPaciiic ChoiceZ A R1E - ZFEH I
MR EGRO4B T (7] FTHAE) @R AR
REIZBRER - BEFIEE14% -

AR ESBERORNETEHZ A FETK
BRI EFIZRITH S M KR 2
AAARKRE RO ZREMERE -

BEXDTIIREEK AT E - AFEF AL
,%'920,974 00078 JT Jh iR ¥ = XX Pt z B8 ] #

P fE 75 3% 1 ii’7101 HHﬁFEJZEJEiB P B
BRAHXFE - RETEHNEERS ZREE

#9155,611 oooﬁ%mﬁiﬁ;@fy = n¢+ A
—t—BHLEFEGRAUBERARANTERZE

BH#9176,785,000/8 T 2 =R HE REBRF B
Bz B E X AFIE e
ERBEEBEARA A

“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

35. CONVERTIBLE BONDS (continueq) 35. IR ES (2)
The convertible bonds issued during the period have been HRNETZ A MRES D REERER M7
split as to the liability and equity components as follows: EBUNNE
Tranche 1 Bonds
F—HtESH
HK$'000
T T
Fair value of convertible bonds issued BEITARKRES 2 AFE 300,000
Liability component BEHHD (155,811)
Equity component i) 144,189
The movement of the liability component of the convertible AR EFEEISORAFTEZEBHNT
bonds for the year is set out below:
HK$'000
T35 7T
At 1 January 2009 ﬁA:%%hi—ﬂ—E -
Liability component at the date of issue BETEHZAERMD 166,811
Interest expense charged MR 2 A EFRZ 20,975
At 31 December 2009 R=ZFZEAF+=HA=+—H 176,786
36. PROMISSORY NOTES 36. H N EHE
On 15 January 2009, the Group issued promissory notes RZZEZNF—A+THRB AKEZETES
of HK$375,000,000 for acquiring the entire issued share B R ZE17375,000,000/8 7T 2 AL 2 Mﬂﬁlﬂﬁ
capital of Pacific Choice at zero coupon rate. The effective Pacific Choice 23 B Z1TIRA - BEF XA
interest rate is 16%. 16% °

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

36. PROMISSORY NOTES (continueq) 36.

On 16 February 2009, the Group and the bearer of the
promissory notes has agreed that if there was an early
repayment of HK$250,000,000, 10% of the principal amount
of the promissory notes, i.e. HK$37,500,000, would be
cancelled in favour to the Group. The repayment has made
on 19 February 2009.

AEREE 2

RZZTZAF-A+B AEEREAKEZE
HZEABERE  fid 1812 F(E:E250,000,0007%
7T BlI#E N E R AR £ 58 2 10% (B137,500,0007%
T0) R BAKEAME -EEEN-ZEE
NEZRA+NB#TT-

HK$'000
T T
At 1 January 2009 —ZTENFE—H—H =
Fair value of promissory notes issued E %’éﬂ A EBRATE 278,686
Early redemption RFEM (188,649)
Cancellation in respect of early redemption iz FHE Bl Ak i (28,297)
Interest expenses charged HBRZ2HMEFAX 13,291
At 31 December 2009 R=-ZBEAF+=A=t+—H 75,031
Notes: B 5T

(i) Loss on early redemption of promissory notes is derived
from the difference between the carrying amount of liability
component of approximately HK$188,649,000 and the fair
value of liability component of HK$250,000,000 as at 19
February 2009 and derecognition of deferred tax liabilities of
approximately HK$10,123,000.

(i) Gain on cancellation of promissory notes is derived from
cancellation of the carrying amount of approximately
HK$28,297,000 and derecognition of deferred tax liabilities of
approximately HK$1,518,000.

() REBEELAXEBREEDIER-_ZZTNF_A
1A 2 & &5 BREE 188,649,000/ yT B
B &35 A F{E250,000,000/8 7T 2 =58 M AR 1E
TERIELER B A EX10,123,000/8 JTLATE L ©

i) HHEHALEZEKRZDBEFTHEHEEDAEYD
28,297,000/ T M R I ERELEF B A E L
1,518,000/8 JTLATEE 4 ©

RREXEEARLA
“EREAFEFER
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For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

37. DEFERRED TAX LIABILITIES

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

are as follows:

EAER RS B

AEERRZEIBREERBRBERERAFEE
EREFEAZIEHFBIT:

Revaluation Convertible Promissory Intangible
of properties bonds notes assets Total
NEERE  TARES RARE BYEE st
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
THL THIL TAT THL TAT
At 1 January 2008 RZZENE-A—-H 20,642 - - - 20,642
Charge 10 equity ERAR 77 = - = 77
Charge to consolidated statement of ~ E4RA 2ABERINR
comprehensive income 12 - - - 12
Exchange adjustments A% 1,637 - - - 1,637
Disposal of subsidiaries (note 43) HERB AR (FizHs) (1,934) - - = (1,934)
Reclassified as a disposal group of ~ EF 2B BHEHEZER
assets held for sale (note 10) (K3E10) (17,362) - - - (17,352)
At 31 December 2008 and RZZZNET-A=+-BER
t 1 January 2009 “2ENF-A—H 3,182 = - = 3,182
Issuance of convertible bonds BAgkES - 23,79 = 23,791
Issuance of promissory notes BIRARE - - 15,892 - 16,892
Fair value adjustment on RIKERBARR 2 ATEAE
acquisition of subsidiaries - - - 43,600 143,600
Disposal of subsidiaries HEHBLA (3,182) = - = (3,182)
Derecognised in refation to waiver of — SEER A ZEMBUERER
promissory notes - - (1,518) = (1,518)
Derecognised in refation to early FIRFERMIVERA
repayment - - (10,123) - (10,123)
Deconsolidation of BOERERR B AR (fiF42)
subsidiaries (note 42) - - - (143,600) (143,600)
Charge 10 consolidated statementof A& A2 ABRRNEG
comprehensive income - (3,461) (2,193 - (5,664
At 31 December 2009 R-EEREFZA=1-H - 20,330 2,058 - 22,388

As at 31 December 2009, the Group has unused tax losses
of approximately HK$11,817,000 (2008: HK$81,125,000)
available for offset against future profits. No deferred tax
asset has been recognised due to the unpredictability of
future profit streams. The losses may be carried forward

indefinitely.

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

38. RETIREMENT BENEFITS SCHEMES 38. :E{kEFl &t 2l

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

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

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

During the year, the retirement benefits scheme contributions
are approximately HK$266,000 (2008: HK$3,395,000). The
Group did not have any forfeited contributions available to
offset future employers’ contributions to the ORSO Scheme.

AEE RS2 ERBEBERAKTEGIZL
ERENGEE ([BEENE ) RER-ZFF
TET-AEMZAFMERESRIIRIZ A
HEAEEREE ([RESFE]) -ZEFH8Z
BERASEZEENRRE KBBIUIER
AP R BB EFE BB R AE
B ZEBEFEEDRERERING B ERE
BESFE AT AR _ZETTF+_H—
B BRMARKEZHEE LBNMABRES

ital

RiR A 2 E B AR MR ZRIKE &I HE5K5
AEBREEIRAEE 2 KRN
HR-HEERTAEERFARKAELRE
BREHED AP W SRR A ROR D A B
Rz K

ARBRFEZHBARALZTERE A%
—EBANA-ERTERFEE ZBERIK
&R &I K

REE RIRBFIF 8 2 54 A266,000% T
(ZZ =T N\ 4 :3,305,000/8 70 ) o A5 B I £ AT
o] B )82 UK (L ZR AT (35K S B8 22 IR IR AT B 2 R SR [E
FHEKe

FREXEEARQA
CEREAFEFER
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39.

40.

CAPITAL COMMITMENTS 39. EXREAIE
2009 2008
—zEThE S LIS
HK$’000 HK$'000
T T FHBIT
Capital expenditure in respect of HUEME BEREEBZER
the acquisition of property, X
plant and equipment:
Authorised but not contracted for EREELRERY - =
Contracted but not provided for BELBERBE - 46
- 46
OPERATING LEASES COMMITMENTS 40. & & fH §&iE
The Group as lessee AEBEREBEA

As at the end of the reporting period, the Group had
commitments for future minimum lease payments under non-
cancellable operating leases in respect of office premises
which fall due as follows:

REBE R AEEARRER T HEER
ZAAHEEERERB 2R FBYRINZ
RRREESFBENT

2009 2008

—EENEFE —EENF

HK$’000 HK$'000

FHET 87T

Within one year —F R - 112
In the second to fifth year inclusive F_EFERF

(EEMFEBREEA) - -

- 112

Leases are negotiated for original terms ranging from one to
five years at fixed monthly rentals.

Karce International Holdings Company Limited
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41. ACQUISITION OF SUBSIDIARIES a1, W B 8 A 7

On 15 January 2009, the Group acquired the entire issued
share capital of Pacific Choice and the loan outstanding
as at the completion of Acquisition due to China Eagle
Development Limited (‘China Eagle”) and Fairtime
International Limited (“Fairtime”) (collectively referred as to the
“Vendors”) for total consideration of HK$270,000,000.

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

RZZEZNF— A +HHB  AN&EEBKEPacific
Choicez 2 #8 B 317 IR 78 & i i 8 = 18 T Ak
H Hi 45 /K China Eagle Development Limited
([China Eagle |) K Fairtime International
Limited ([Fairtime 1) (#EM B 1) 2 REE
B REAFER R270,000,0007 7T ©

BEKE G E BRARERSEAT I
(i) 25,000,000 JT AR & 215 + (i) 255,000,000
BT AIChina Eagle®/T8 —#t&EHF 1+
(ii)) 45,000,000/ JT 5 18 [AlFairtime®% 17 % — 4t
&% X i (iv) 375,000,000/ 7T i i@ [A)China
EagleB 1T % =B 1 K& (v) 2,000,000,00075
JLi5 8% China Eagle M Fairtime® B BT Pacific
ChoiceZ B A LL FlMFZ E AR EE1TE —#E
BH BE-MEHFREOMBESZ o

FREXEEARQA
CEREAFEFER
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41. ACQUISITION OF SUBSIDIARIES

(continueq)

The amount of goodwill arising as a result of the acquisition

was approximately HK$77,685,000.

WEERELZBES

BB AR (&)

%8 4 577,685,000/

IT o
Acquiree’s
carrying Fair value
amounts adjustment Fair value
WU S
ZERHEE AEERE A¥E
HK$'000 HK$'000 HK$'000
FATT T T T
Net assets acquired: B EEFE:
Intangible assets B EE 93,600 574,400 668,000
Property, plant and equipment Y% R E Kkt 1,268 = 1,268
Inventories FE 2,730 = 2,730
Deposits and prepayments & RIEMN I 1,974 = 1,974
Amounts due from shareholders JFE W A% 3R 3R 1B 24,985 = 24,985
Bank balances and cash RITHEGERIAS 46 = 46
Accruals and other payables FERTE A N E b FE S 5K I8 (3,487) = (3,487)
Deferred tax liabilities BIERIERE - (143,600) (143,600)
100% equity interest in Pacific Choice  Pacific Choice 2
1009 & A= # 25 121,116 430,800 551,916
Waiver of shareholders' T SERK B I EE AR R B 3K
loan upon completion (24,985)
Goodwill S 77,685
604,616

Karce International Holdings Company Limited
Annual Report 2009




Notes to the Consolidated Financial Statements
T e SR R M R

-

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

41. ACQUISITION OF SUBSIDIARIES

4. BB DR (&)

(continued)
HK$'000
T T
Total consideration satisfied by: REABEUATIH AR I
Cash consideration HeRE 25,000
Fair value of convertible bonds AR ESAFE 300,000
Fair value of promissory notes EAEBRATE 278,686
Cost of Acquisition L B =5 TR Bl AR 930
604,616
HK$'000
T T
Net cash outflow arising on acquisition: WBEBEELECHESRHFHE:
Cash consideration paid BENRERE (25,000)
Cost of Acquisition 1 B = TR AR AN (930)
Bank balances and cash acquired Tk BRIT AT RIRS 46
24,116

Notes:

(i

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

On the date acquisition, the Company issued Tranche
1 Bonds of HK$300,000,000 as part of the payment of
Acquisition consideration. All certificates for the entire Tranche
1 Bonds shall at Acquisition completion be held under escrow
until the receipt of confirmation by the Vendors from the
Company of its satisfaction of fulfillment of all conditions as
set out in the TMDC agreement. At 31 December 2009, all
certificated of Tranche 1 Bonds were still kept at the escrow
agent.

i :

WEE R TE » & #){E(E &2,700,000,0007% 7T ° U8
AR A EAF ARBR A Z A WRARE
EHERBAS -

R UEE B ER - AN A 7] 2 % £7800,000,0007% 7T 5
—HEHERINE S WERE B E 4
BEHZMBEEENRETRRLEE 5T
B HEEHBEEARREREEMHTMDCH #
ez B EEEEER AL - R_STAF
+ZA=+—H8 E—#EHZMEEENH
EEREES-

RREXEEARLQA
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For the year ended 31 December 2009 BZ-ZESNG+-_A=+—HLEEE

41. ACQUISITION OF SUBSIDIARIES

(continued)

(i)

(v)

The remaining balance of HK$2,000,000,000 shall be settled
by the issue of the Tranche 2 Bonds, the Tranche 3 Bonds
and the Tranche 4 Bonds by the Company to the Vendors
in their respective equity interest in Pacific Choice, subject
to the provision with reference to the reviewed consolidated
net profits before tax and before amortisation of the intangible
assets of Pacific Choice Group as shown in the reviewed
consolidated financial statements of Pacific Choice Group.
The Pacific Choice Group has not generated profits during
the year ended 31 December 2009, therefore the conditions
in issuing the remaining tranches of bonds have not been
committed. For further details, please refer to the Company’s
circular dated 28 November 2008.

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

reference to discounted cash flow method.

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

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

Included in the profits for the year ended 31 December 2009
is loss of approximately HK$1,944,000 attributable from
Pacific Choice.

Had the acquisition of Pacific Choice been effected at
1 January 2009, the loss for the year from continuing
operations would have been approximately HK$2,102,000.
The pro forma information is for illustrative purpose only
and Is not necessarily an indication of revenue and results
of operations of the Group that actually would have been
achieved as the acquisition been completed at 1 January
2009, nor is intended to be a projection of future results.

Karce International Holdings Company Limited
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(i)

(iv)
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Choice st BIF 8 2= A i A1l - #tt » 3178 T &4k
%\%Zﬂ%#\r‘ﬁi‘iﬁi cHEME—HFIE  BEE
ARRARZZEENF+—A=+N\BAFIEZE

B BT AR RS KA Z R 2 AT ETIRE
EREEBIERME 2 BY S EREEMGEMR
HERFEERA RN KB RETKE BED
ZEEEE - FREEND2EURABRSRE)
i ©

5 A P EEEE T BN 2B R K FEPacific
Choicez s g & R AR KM% R - % E M@=
W E D MR SR AP EE 2R
Bz AR SERTE -

R EA 2 B TR TR A EHNN -

BHE_ZTTNF+-_A=1+—HIEFEZR
|61 45 8 {5 Pacific Choice 2 E518491,944,0005%
FTo

U B& Pacific ChoicefIR —ZEZ N FE— A —Hi#
T RIRERELSEEB 2 AFEBREBNA
2,102,000/ T - Z B ZE ERMEEZAZ A R
MNIER KB EER ST NF— A —HEK
785 B 7] e B IR EVS 2 Was R 24 - TRl 3F
TERARIRZEBZTEA -



Notes to the Consolidated Financial Statements

e SRR MR

For the year ended 31 December 2009 HZ=

41. ACQUISITION OF SUBSIDIARIES

(continued)

(Vi)

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

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

In the event that the transfer of the ownership of the TMDC
Sale Machineries does not take place within twelve months
from the date of completion of acquisition.

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

TNFE+-A=+t-BLEFE

4. BB DR (&)

(vi)

58 Ak 4% B& Pacific Choicese l1§: TMDCH & #
R(EERAQRBBHA-ZTZNF+—A
_-!-/\EIZLH)Z?E#%?%%&% " IR TER
TMDCSH & # 28 2 7 A # 1 TMDC# 3% T Pacific
Choicefs B »

China Eagle & FairtimeZE AU i = IE ST A A A8
T+ = {8 B AR E S A TMDC 5 & 1 22 % 5 4
ZEE IMDCIH E M 2 HE B I — 8%

TMDCSHE#2E 2 R EKTA [ BE &
Xl BT o MUk BE Pacific Choicet BIFTEAE 2
B SR ISEL -

i TMDCHH & # 23 2 i B R R BE Ui R IR 52
B B EER A+ — B A g -

ERFEH2HARRBHER-_TTNEFE—A
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

42. DECONSOLIDATION OF
SUBSIDIARIES

Save as disclosed in note 3 to the consolidated financial
statement, the Directors of the Company have resolved
that Pacific Choice Group shall be treated as having been

42. BUELRE — BB A 7

S B R B EUBA

de-consolidated from that of the Group with effect from 1 A—B&E®-

December 2009.

Net loss on deconsolidation of the Pacific Choice Group was
calculated based on disposal of the net assets of the Pacific

Choice Group.

Details of the net assets of the Pacific Choice Group as at

30 November 2009 are set out below.

Brér & B RS R M sECPT I BE & 4
2 =0 % RPacific Choicets IH—r?EZf’FFjE I
ARIEB - B_EENF+=

2 B & Pacific Choicess B =
—tHZEEFEZF \E%WJZZD—F °

BRARE

EUH AR & Pacific Choice®2 B 7 518 %58 i 2
B2 & Pacific Cholcet(e B 2 BE FEHTHE -

FhE+—H

HK$’000
7B T

Net assets disposed of; BEEEFE:
Goodwil EES 77,685
Intangible asset BmEE 668,000
Property, plant and equipment VI - B KA 854
Inventories EE 2,730
Prepayments, deposits and other receivables TERTRIR « i & A b FEUGRIR 620
Bank balances and cash RITHEFRES 4
Accruals and other payables FEET & A & H b B~ 508 (3,487)
Deferred tax liabilities REMIBEE (143,600)
Net loss on deconsolidation of subsidiaries BUBG A B AR BB T8 602,806

Analysis of net outflow of cash and cash
equivalents arising from deconsolidation of
subsidiaries

BB B AR EAZRE R
HWEEEHEBRHFEZOM

(4)

Karce International Holdings Company Limited
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

43. DISPOSAL OF SUBSIDIARIES
For the year ended 31 December 2009

On 26 February 2009, the Group disposed of its 100%
equity interests in Xinyu Electronics Limited, Joyham Jade
Limited, Sabic Electronic Limited and Habermann Limited
(collectively referred to as the ‘Four BVI Companies”) at a
total consideration of approximately HK$250,000,000 and
the net assets at the date of disposal were as follows:

43. HEKE L F

BE_EENF+=-A=+—HL
FE

RZEEFENF_A-_+H AEEHEH
RFIHETHBR A A - Joyham Jade Limited *
Sabic Electronic Limited 2 Habermann Limited
(B MREBEXHESAR]) 22 HRA
M BARE 4 A250,000,000 7T RHE R
Bz BEFEWT

HK$’000
F& T
Net assets disposed of: FrHECEERE:
Investment properties "EYE 77,402
Property, plant and equipment VI B KR 137,354
Prepaid lease payments ENEe 14,304
Inventories rE 68,164
Trade and bill receivables B 5 e Wk IE M e W E AR 53,990
Prepayments, deposits and other receivables TERTSRIR « i K& E b FEUGRIR 2,606
Bank balances and cash WITHEELRRS 27,210
Trade payables E 5 R FIR (71,341)
Accruals and other payables FERT B A I H Ath FE S BUE (21,705)
Derivative financial instruments MEeMIE (204)
Tax liabilities HIBEE (21,980)
Bank loans RITER (54,170)
Obligation under finance lease MEHERME (650)
Deferred tax liabilities EEFIEEE (17,352)
193,628
Release of translation reserve P& 5 R (34,456)
Gain on disposal of subsidiaries HEWNB AR Z WS 90,828
Total consideration RIEEER 250,000
Satisfied by: UTR5ERXLA:
Cash consideration BHe&RE 250,000
Net cash inflow arising on disposal: HEELEZRERAFE:
Cash consideration ReRE 250,000
Bank balances and cash on disposal HEZRITEFERRE (27,210)
222,790

For the period from 1 January 2009 to the date of disposal,
the turnover contributed by the Four BVI companies was
approximately HK$90,787,000 and gain of approximately
HK$5,171,000 has recognised in the Group's loss for the

year ended 31 December 2009.

Ié\%i}]]]}

*H

—EFRNF— A —HEZHE BB T
REBRELHES AR 2 & X /90,787,000%8
JC MR #5,171,0008 TERAEBEZE —
ENF+_A=+—BHIEFEEEANER-

RREXEEARLQA
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For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

43. DISPOSAL OF SUBSIDIARIES (coniinveas)  43.

For the year ended 31 December 2009

(continued)

On 30 December 2009, the Group disposed of its 100%
equity interest in Tachibana Limited and China Ample
Investments Limited at a consideration of approximately
HK$20,000,000. The net assets at the date of completion

were as follows:

HEMB QR (&)

BE-_ZEFAFE+=-A=+—HL
FE g

RZZEZENF+ZA=1+H AEBHEER
Tachibana Limited China Ample Investments
Limited,Z & 3B AR A5 # 25 - X {8 %Y 420,000,000
BT RTEKBBZEEFENT

HK$'000

FHET
Net assets disposed of: FrHE2EERE:
Property, plant and equipment Y- B KRR 45,897
Prepaid lease payments ENES 3,526
Inventories T8 4,191
Available-for-sale investment A ERE 6,211
Club debenture BRES 600
Trade receivables 2 5 WK 2,003
Prepayments, deposits and other receivables BRI ke K E M I GRIE 542
Bank balances and cash RITHEERR® 3,067
Trade payables =) ANE/ S (10,595)
Amounts due to related companies JES BEE R B FIR (24,635)
Accruals and other payables FEET & A N H b & 5K I8 (16,009)
Tax liabilities HEAE (20)
Deferred tax liabilities REHIBEE (3,122)

11,656
Release of translation reserve ME 5 (10,674)
Gain on disposal of subsidiaries HERB AR 2 WS 19,018
Total consideration RIBRZE 20,000
Satisfied by: DTHAER LA
Cash consideration BeNRE 20,000
Net cash inflow arising on disposal: HEEEZRERAFE:
Cash consideration BHe&RE 20,000
Bank balances and cash on disposal HEZRITEFRRE (3,067)

16,933

For the period from 1 January 2009 to the date of
disposal, the turnover contributed by the subsidiaries was
approximately HK$14,626,000 and loss of approximately
HK$22,810,000 has recognised in the Group’s loss for the

year ended 31 December 2009.

Karce International Holdings Company Limited
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BE-EENF—A—HEEHEB 8 IEEE
ZHIB AR BRI Z & %% 514,626,000/8 7T * M
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43. DISPOSAL OF SUBSIDIARIES (coniinued)

For the year ended 31 December 2008

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

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

Summary of the aggregate effects of the disposal of

Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2009 BE-_ZZAF+_A=1+—HILFE

43. HEM B DR (&)

BE-_EEN\F+HA=1+—HLt
E
R-ZEZNFNA+ B A&EETY—EA
RUHEEEE UHE() Jet Masterz & 32 3
1TRE A R ZR Il (i Jet Master2 BB ) 2 & 3B+
& 2R Kz () TR AR b~ AEEE 2R e~ ) % (GE R4
RART AT 2B R AH 4T ) ~ M A R M e 7K AR B o

R=FENFAA-THRAZE AEETY
—HEABHE ARTELERLUR_FTN
FAA=ZFTHEZZHFE-FRLEER=-F
ZENFAA=FTHEK"

HEMBAR BRI EM MM T :

subsidiaries are as follows:

HK$'000
T T
Net assets disposed of: EEEEFE:
Property, plant and equipment Y% B E k& 59,378
Prepaid lease payment FENES 1,180
Inventories EE 10,768
Prepayments, deposits and other receivables TETFIE ~ & I H 8 IR 1,777
Bank balances and cash RIT4 ﬁ%&iﬁi 249
Trade payables 2 S RN FRIE (29,914)
Accruals and other payables HMENE IE&EEE‘I‘%FH (14,039)
Tax liabilities MIEEE (28)
Obligation under finance lease MERERME (1,331)
Deferred tax liabilities EERIEEE (1,934)
26,056
Net liabilities being retained by the Group AEERBZBEFHE 41,811
Release of translation reserve PE W R (6,052)
Loss on disposal hEEE (31,606)
Total consideration RE®EEE 30,209
Satisfied by: LTFH AR
Cash consideration ReNRE 22,784
Subscription shares R AR 7,425
30,209
Net cash inflow arising on disposal: HEELEZRERAFE:
Cash consideration ReRE 22,784
RRBEEEERAA

CEREAFEFER
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For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

44. RELATED PARTY TRANSACTIONS 4. AEANETRF

Save as disclosed elsewhere in the financial statements, BRERMBHREREMEHABFRIN REEZ
during the year ended 31 December 2009, the Group had TEENF+_A=+—HIFE A£EEH
entered into the following transactions with related parties FEANTETUTIR S MIKEECER %5
which, in the opinion of the directors, were carried out in the RS DERNRARHBEEBBRETo

ordinary course of the Group’s business.

Name of related party Nature of transaction 2009 2008
BEALER REMHE —EENF —ET)N\F
HK$’000 HK$'000
T T T T
T&S Industrial Company Limited Administration fee paid by the Company 857 -
AABZN2ERE
Dongguan Humen Taida Rental paid 1,555 =
Electronics Co Ltd EfNHEE
RERMREETERAA Sales to the Company 6,128 -
SHE TARA A
Purchase from the Company 1,299 -
g A=l NN
The remuneration of directors and other members of key RAFEEN EENHEMEEEREKEZCH
management during the year was as follows: a0
2009 2008
—EEAF —ZEE)N\F
HK$’000 HK$'000
FHET T T
Short-term benefits 2 HA 18 A 1,965 6,755
Post-employment benefits RIRAE A 58 308
2,023 7,063
The remuneration of directors and other members of key EERHEMETEEREREZ HFHAESES2
management is determined by the Board of Directors having REIAXRRERMISBIEERE -

regard to the performance of individual and market trends.

Karce International Holdings Company Limited
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45. CAPITAL RISK MANAGEMENT 45. EXRARER

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

The capital structure of the Group consists of debt, which
includes convertible bonds and promissory notes disclosed
in Notes 35 and 37 respectively, cash and cash equivalents
and equity attributable to owners of the Group, comprising
issued share capital, reserves and retained eamings.

Gearing ratio

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

AEEEEEER URFRASE CEREREE
BRERE RARERELLEBMRAER B
BRERREDR ARE 2 BEREEEF
GEIC

AEBzERARBREEYR (BEDHRHE
BERITHBEZ MR EFIALRR) RER
REFEBEAURAEEEE ARGER (B
REBRTRA  BHEEERERN)

AAEME

AEEEEEHRIEARBE - ERZRFZ
—#M EFEEREAKARBEZRELNH
ZER - RBEFER AKREKERAK
BRBETHER ARFIEEBHEERBES
Mﬁﬁﬁ%%ﬁ$ A - R R IRBEIRA
BR R ERE

The gearing ratio at the year end was as follows: FRZERNBEENT

2009 2008
—EEhEF ZEENF
HK$’000 HK$'000
TR T

Total debt BIRAARE 251,816
Shareholders’ equity [i% R 4 ﬁT’l (255,849) 253,270
Gearing ratio BARBER (1) -

RREXEEARLQA
CEREAFEFER
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46. FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

46. €T B

(a) =R ITAEEHR

2009 2008
—EENF —EENF
HK$’000 HK$'000
FHET T T
Financial assets SREE
Loans and receivables (including & 2 & & Y¢ gk I8
cash and cash equivalents) (BRESEAESEEER) 40,953 34,487
Available-for-sale investment AHEERE - 8,241
Financial liabilities cHaE
Amortised cost B SH AR 256,073 68,454

Karce International Holdings Company Limited
Annual Report 2009
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46. FINANCIAL INSTRUMENTS (continued) 46. €M T B (&)
(b) Financial risk management objectives b) HERREEEEREEK
and policies
The Group's major financial instruments include AEB s TZcRTERFETHEER
available-for-sale investment, trade and other & B 5 REMBEWFIE - Miira?&lﬂ
receivables, derivative financial instruments, bank RITETF BHREMEMNFHIE gBEM
balances, trade and other payables, obligations under ESEARBITER HZES mﬂlﬂﬁfﬁ
finance leases and bank loans. The risks associated 2 B\ fg N an{e] P AR 5% 2 R B 2 BROR #5120
with these financial instruments and the policies on e
how to mitigate these risks are set out below.
Market risk 45 B
() Currency risk (i) SNERS
The Group has foreign currency sales and REEHITINEE S - AN EE M
purchases, which expose the Group to foreign HNBE B\ B o AN 58 B 4958% S5 & Th Ak
currency risk. Approximately 53% of the Group's T (TETDFRKRE BN R
sales are denominated and settled in United WMEMRETAREEZESBERER
States Dollar (‘USD"). In addition, certain intra- HIBAEREEER 2 NEE B
group receivables outstanding at the end of the N2 BEE(MARE(TAREK]))
reporting periods are denominated in currency HII7R o
other than the functional currency of the relevant
group entities, such as Renminbi (‘RMB”).
The carrying amounts of the Group’s foreign REE BB NEBUIINEIITR 22
currency denominated monetary assets and BMEEReBEBEZREENT
monetary liabilites at the reporting date are as
follows:
Assets Liabilities
EE 8%
2009 2008 2009 2008
“EEhE ZTEN\E “EENE —ET)N\F
HK$’000 HK$'000 HK$’000 HK$'000
T T TET TBT
UsD ETT 6,415 15,524 - (2,539)
RMB ARE - 7,214 - (22,367)
HK$ BT - 37,448 - (8,048)
EREXEERRAT

CEREAFEFER
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46. FINANCIAL INSTRUMENTS (coniinued)

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

Market risk (continued)

(i)

Currency risk (continued)

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

Sensitivity analysis

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

The Group’s sensitivity to a 5% increase in HK$
against RMB is that the Group'’s loss for the
year will be increased be Nil (2008: increased
by approximately HK$817,000). For a 5%
weakening of HK$ against RMB, there would be
an equal and opposite impact on the Group’s
(loss)/profit for the current and prior years. 5% is
the sensitivity rate used when reporting foreign
currency risk internally to key management
personnel and represents management's
assessment of the reasonably possible change
in foreign exchange rates.

Karce International Holdings Company Limited
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MEEREERE
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EREEK (&)
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SNERBE ()

7R 52 (B 7 £ N SRR o AT ¢ AR
SEEBEFA TREINES D ME
E/AE%%%@E ELEBEH
A& 22 SN &L B

BRRED T
AEBEZINERREERERHE
28 2 M B~ FR(E R U R IR
B - Z ZREUGRIELAE TSR « AR
/%EEE%E%M’J BIARTTINR 2 FE
YORIRSMNE Rl B I N EEK o
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46. FINANCIAL INSTRUMENTS (coniinued)

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

Market risk (continued)

(i)

Interest rate risk

The Group is exposed to fair value interest rate
risk in relation to obligations under finance leases
(see note 31 for details) and bank deposits
carrying fixed interest rates. Management
monitors interests rate exposure and consider as
insignificant.

The Group is also exposed to cash flow interest
rate risk in relation to variable-rate bank loans
(see note 32 for details) and short-term deposits
placed in banks.

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

Sensttivity analysis

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

46. €T B

(b)

MEEREERE

(%)

EREEK (&)

TS E A (%)

(i)

MEREbR
AEEHSAHREHEECAE (FF
1BRMFEST) RE B R ZIRITHFER

2 AFENEEBER - B2 EES
FERR ERAZSARYLTE

j(o

AREBETE L BRTBRITER (7
%i%ﬁ&ﬁ&fﬁ#ﬂﬁZ&%ﬁ
R B RMEE R

AEBZRERFNERBREZ AN
EEBTERELEZEBSRTRE
FEIRE) - EIREESIEF KRR - I
BREFTERZEFNEEANER
B 2 ST R HE i o

BREE DT
B SRKE DT ThAR IR IENTAE &
TARGZEER ZFRER %%EW
*ﬁ"fﬁ EBRITERKIRITIERK
RBZIAD ﬁh?“#%ﬁﬁz
ia@ﬁﬁ%ﬁiﬁﬁ%*%ﬁ,ﬁ
MEBEE A B BRI KRR
R 2 38 hnsk p > B B AR50 ¢ i A B
REEEEBESEFGHERARZA
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46. FINANCIAL INSTRUMENTS (coniinued)

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

Market risk (continued)

(i)

(iii)

Interest rate risk (continued)

Sensitivity analysis (continuead)

If interest rates had been 50 basis points
higher/lower and all other variables were held
constant, the Group's loss for the year ended
31 December 2009 would increase/decrease by
approximately HK$128,000 (2008: HK$8,000).
This is mainly attributable to the Group’s
exposure to interest rates on its variable-rate
pank loans and bank deposits.

Other price risk

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

Sensitivity analysis

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

If the prices of the equity instruments had
been 5% higher/lower, the impairment loss on
available-for-sale investment recognised would
decrease/increase by Nil (2008: decrease/
increase by HK$412,000) as a result of change
in fair value of available-for-sale investment.

Karce International Holdings Company Limited
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46. FINANCIAL INSTRUMENTS (continued) 46. €M T B (&)
(b) Financial risk management objectives b) HERBEEEEREEK (&)
and policies (continued)
Credit risk EE R
The Group takes on exposure to credit risk, which AEBEHEEERR ZERREXZET

is the risk that a counterparty will be unable to pay
amounts in full when due.

As at 31 December 2009, the Group's maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation
by the counterparties is arising from the carrying
amount of the respective recognised financial assets
as stated in the consolidated statement of financial
position.

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

Management of credit risk

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

The Group manages its credit risk by closely
monitoring the granting of credit. In addition, the Group
reviews the recoverable amount of each individual
trade debt at the end of each reporting period to
ensure that adequate impairment losses are made for
irecoverable amounts. The Group also entered into

REEAR R BE ST 2 8RR ©

REIZEZAFT _A=+—RH BEXSH
77 ARBERETT R AT A] A ANER 18 75 2K B 75 A
Bz AKERAEERR DHREGEH
BARRKAIISEEERAERMEEZRA
B

AEEZTESHEERE S MEMER
FIEARIRITERR - KB BFETEHR
BEAE ARG HBRERA M BMANE
ﬁﬁﬁIJZEﬁTﬁ*ﬁFﬁTH WEREREREE
REEFEER

FERRER
AEBEzEERBRIEZREBEZI NEM
FENRIH - IR AREKBEEREE 28
B #AKETHESETEERR -

AEBEBRENERREZEEEERAE
ERE - REREHR AEB T H
IR (8 Bl FE YRR 2 AT UL Bl & 88 - DARELR
SRR BEEL R ER REE
SRR ERIE NEBERERITAI A
Rztr-BtMs EERRAKEZ(E

factoring arrangement without recourse with banks in ERRBEBEEREK-
order to minimise its credit risk exposure. In this regard,
the directors of the Group consider that the Group's
credit risk is significantly reduced.
EREXEEFRAT

CEREAFEFER
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46. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies (continued)
Crediit risk (continued)

Concentration of risks of financial assets with
credit risk exposure

The Group’s concentration of credit risk by
geographical locations is mainly in Hong Kong, which
accounted for approximately 72% (2008: 78%) of
the total trade receivables as at 31 December 2009.
Also, the Group has concentration of credit risk as
approximately 40% (2008: 25%) and approximately
72% (2008: 57%) of the total trade receivables was
due from the Group's largest customer and the five
largest customers respectively within the business
segment.

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

Liquidity risk

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

The Group relies on bank loans as a significant source
of liquidity. As at 31 December 2009, the Group has
available non-pledged unutilised bank loan facilities of
Nil (2008: HK$34,538,000).

Karce International Holdings Company Limited
Annual Report 2009
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46. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies (continued)
Liquidity risk (continued)

46. €T B

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

both interest and principal cash flows.

(b)

(%)

BREEREEEEREEK £)

HEBELEE (#)

TRUHEAKEITESRABEARITE
CREENABZHRTENIIRABFFRE-
MIETESRABEMNS  ZRTIREASK
B BRI NHERFAHZERAEL
AfrERSARE -ZRCBENERAE
THREM-

For derivative instruments settle on a net basis, MIRFRELELE AT AEME B2
undiscounted net cash (inflows)/outflows are HAITEIRE CRA), Rt F5E -
presented.
Weighted
average Total Carrying
effective Less than 1-3 3 months Over undiscounted amount at
interest rate 1 month months to 1 year 1year  cashflows 31 December
t=A
mETH ik Eqr=3
BBRAE  SMER 12388  3f@AZ1% BEBIE  BETH4E REE
% HK$ 000 HKE000 HK$000 HK$'000 HK$000 HK$'000
% THIL FHEL TATL TATL THIL FHEL
2009 ZEENE
Non-derivative financial liabilities ~ T4 $HEE
Trade and bils payables BHRMTERENZR - 127 - - - 127 127
Other payables and accruals EtERFERETER - 10,156 = - - 10,156 10,156
Convertible bonds Ak ES 14 - - - 176,786 300,000 176,786
Promissory notes ERER 16 - - = 75,031 87,500 75,031
0,283 - - 261817 397,783 262,100
2008 “2T\E
Non-derivative financial liabilties FTESRER
Trade and bills payables BIENTARENER - 16,520 5,619 = - 85,846 85,846
Other payables and accruals EHERFERETER - 30,815 - - - 30,815 30815
Amourt due to a shareholder FEf—BRENE - 15,500 - - - 15,500 16,500
62,835 5,619 - - 68,454 68,454
RRBEEEERAA

CEREAFEFER
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

46. FINANCIAL INSTRUMENTS (coniinued)

(c) Fair value of financial instruments

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

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

the fair values of other financial assets
and financial liabilities (excluding derivative
instruments) are determined in accordance
with generally accepted pricing models (e.g.
discounted cash flow analysis using observable
and/or unobservable inputs).

the fair values of derivative instruments are
calculated using quoted prices. Where such
prices are not available, a discounted cash flow
analysis is performed using the applicable vield
curve for the duration of the instruments for non-
optional derivatives, and option pricing models
for optional derivatives.

Except as detailed in the following table, management
consider that the carrying amounts of financial assets
and financial liabilities recorded in the consolidated
financial statements approximate to their fair values:

At 31 December 2009
R-ZZEAF+=-A=1+—H

46. €T B (%)

Cc)EMIAEAFHE
AEEZSHAERSBEELATE
BESEMT

. SRAERSRABNABERR
REHRAERMISR S HATE
e ERBRTISBEET R

s HiemMEERERAGBBOTETA
BRINZ R FETREEBZAEE
B (RS R R EE Z B
RREREDN)EE -

e AETEAZAFEDIAREE-
RIS B RER  BIEEEITAT
AT RS2 8B Wt R HETT
REIRIB MM - T ST E T AR
NEIEEERNETHRRES RS
A7 o

BRI RAFDESN BERERREREMTE
BERPARZEHEENEBABZERE
BEEERNFERS:

At 31 December 2008
RZZENF+=-A=+—H

Carrying Carrying
amount Fair value amount Fair value
RHEE AVE RHE AFE
HK$000 HK$’000 HK$'000 HK$'000
TET TAR AT TET
Financial assets CREE
Available-for-sale investment AHHERE - - 8,241 8,241
Financial liabilities tRAR
Convertible bonds (note ) AR E S (Fiati) 176,785 176,785 - -
Promissory notes EEER 75,031 78,829 - -

Karce International Holdings Company Limited
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46. FINANCIAL INSTRUMENTS (coniinued) 46. €RL T A (#)

c)EMITAAFE &)

(c) Fair value of financial instruments

(continued)

Note:

(i) The fair value of the liability component of convertible
pbonds is determined assuming redemption on 14
January 2014 and using a 14% interest rate.

Fair value measurements recognised in
the consolidated statement of financial
position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to
3 based on the degree to which the fair value is
observable:

° Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

° Level 2 fair value measurements are those
derived from in puts other than quoted prices
included within level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and

° Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the asset of liability that are not based
on observable market data (unobservable
inputs).

No analysis is disclosed since the Group has no
financial instruments that are measured subsequent to
initial recognition at fair value at the end of the reporting
period.

B

(i) BREFBEBDZAFEZEET)
fE“"B’\_g WHE—A+HABERL RE
F14%F K5 E -

R E R Bk B2 E RN AFE
it &

TREHRONPEABRARTFEFE 2T
TAN R B ATFERES B—
E=&:

. FRATEHENREREESR
£ (B R RIS R AT B (R AEE

B):

o FEMAFEFEDIRE-META
ZREIN REEEXRBEAEER
(BMER) skfEZ (BEBRITE) B
SRRABEBRSL R

o  FE=MAFEFEDIFALIFRE
ABERMSEE (BEZEEH AR
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

47. PARTICULARS OF SUBSIDIARIES 47. i B A TS

Particulars of the Company's subsidiaries as at 31 RZEENF+_A=+—HB ARaZ2HEB
December 2009 and 31 December 2008 are as follows: NAEIFFIBIT

Nominal value of
issued and fully

Place paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRIR2HUME
B LERRAE/ KRRKAEZ
RAER BR/EENY BEAEMERER RRERRHLE FTEXH
Directly Indirectly
HE GF:
2009 2008 2009 2008
ZEENE ZZE\E ZBENF ZTEN\F
% % % %
Champeace Investment Limited Hong Kong HK$2 - = - 100 Investment holding
(note i) Ordinary shares
ENREERAR (HaH) B EREROET REER
China Ample Investments British Virgin US$1 - = - 100 Investment holding
Limited (note i) Islands Ordinary shares
China Ample Investments EERTES EERET RERR
Limitedl (PzH )
Champion Keypad Manufacturing Hong Kong HK$10,000 - = - 100 Trading in conductive siicon
Limited Ordinary shares rubber products
SRREHEERAR &k L iAA%10,000% T BERBBERES
Dongguan Humen Taida Electric PRC HK$180,000,000 - - - 100 Manufacturing and trading of
Co., Ltd (note ) Registered capital electronic products
RRRMRESTERAA HE FMEA HEREESTER
i) 180,000,000 7
Dongguan Shatian Tehsheng PRC HK$38,000,000 - = 100 100 Manufacturing and trading of
Silicon Rubber Product Registered capital conductive silicon ruober
Co., Ltd. (note i) Products
REDHERERBH R e HMER HERBEETHEEER
BRAR (M) 38,000,000
Dragon Spirit Enterprise Limited British Virgin US$100 - = 100 100 Investment holding
(note iv) Islands Ordinary shares
R EARAA (M) EBRAES EAR100%T REZR

Karce International Holdings Company Limited
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47. PARTICULARS OF SUBSIDIARIES 47. B A B 18 (&)

(continued)
Nominal value of
issued and fully
Place paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRTR2HMR
Bl LERRA/ LGk
NAER B/ Y BEYEMELAEE BREERGLE TEEH
Directly Indirectly
HE Rk
2009 2008 2009 2008
ZEENE ZTT/\F ZBENE ZTT)\F
% % % %
Habermann Limited (note ) British Virgin US$2 - = 100 100 Investment holding
slands Ordinary shares
Habermann Limited ( HizE) RERNES L@EBROET RERR
Hong Shing Industrial Limited Hong Kong HK$10,000 - - 100 100 Trading of conductive siicon
Ordinary shares rubber Products
FREXERAA B T AA10,000% T EEEEHBBER
Interconn Electronics Limited Hong Kong HKS$1 - - 100 100 Trading of printed cirouit boards
(note i) Ordinary shares
BRERETERAA (Hahi) B ERRIET BEOHERR
Joyham Jade Limited (note ) British Virgin US$2 - = 100 100 Investment holding
slands Ordinary shares
Joyham Jade Limited! (Fffzi) RERNES L@EBROET RERR
Karce Company Limited (note |) Hong Kong HK$10,000 - - 100 100 Trading of electronic Products
Ordinary shares
REHRAR (FiH) &k T AA10,000% T BEETEm
Karce Communications Limited British Virgin US$2 - - 100 100 Inactive
(note iv) Islands Ordinary shares
FEBAXEERA EBERAES LAkoxET BEEH
(rsEiv)
Karce Electronics Limited (note ) Hong Kong HK$2 - = 100 100 Inactive
Ordinary shares
~EEFERAA (M) B LRRoET EELH
Karce Electronics Toys Limited Hong Kong HK$20,000 - - 100 100 Trading of electronic products
(note i) Ordinary shares
FEEFREARAA B ¥ AA%20,000% T EEETER
(i)

RREXEEARLQA
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47. PARTICULARS OF SUBSIDIARIES

NETZRA=+—HLFE

47. B A RFE (#)

Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2009 2

(continued)
Nominal value of
issued and fully
Place paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRTR2HAR
Bl LERRA/ LG
NAER B/ Y BEHEMELAEE BEEREGLE TEEH
Directly Indirectly
HE of:
2009 2008 2009 2008
ZEENE ZTT/\F ZBENE ZTT)\F
% % % %
Mester Key Industrial Limited Hong Kong HK$10,000 - = 100 100 Trading of electronic products
(note i) Ordinary shares
BEBXARAA (W) Eh L @A%10,000% T EEETEM
Milion Well Creation Limited Hong Kong HK$1 - - 100 100 Inactive
Ordinary share
AEAEERAR B LaR1ET m%h
On Shing Holdings Company Hong Kong HK$10,000 - = 100 100 Investment holding
Limited Ordinary shares
ZRERERAT EBERAES LAiR10,000% T REER
Pristine Limited (note il Labuan US$1 - = 100 100 Investment holding
Malaysia Ordinary shares
Pristine Limited ( Pzl SRETHE LaRIET RAER
Redditch Enterprises Limited British Virgin US$10,000 100 100 - = Investment holding
slands Ordinary shares
Redditch Enterprises Limited HERLHE EAM10,000% T REER
Sabic Electronic Limited (note ) British Virgin US$2 Ordinary shares - = 100 100 Investment holding
Islands
Sabic Electronic Limited REBRAEE EEROET REER
(t3H)
Sourcestar Profits Limited British Virgin US$1 Ordinary shares 100 100 - = Investment holding
Islands
Sourcestar Profits Limited LEBRAES TRRIET RERR
T & S Industrial Company Hong Kong HK$200,000 Ordinary - - 100 100 Provision of purchasing
Limited (note i) shares agency, administrative and
management services
FREFEXARAA A £ 518200000757 RERERE THRERRYE
(Bzti)

Karce International Holdings Company Limited
Annual Report 2009



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BE-_ZZNE+_A=1+—HILEE

47. PARTICULARS OF SUBSIDIARIES 47. i B R R FE (@)
(continued)
Nominal value of
issued and fully
Place paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRTR2HMR
Bl LERRA/ LGk
NAER B/ Y BEYEMELAEE BREERGLE TEEH
Directly Indirectly
HE Rk
2009 2008 2009 2008
“EEhE ZTTN\F “BEAE ZTENE
% % % %
Tachibana Limited (note ) British Virgin US$100 Ordinary shares - = 100 100 Investment holding
Island
Tachibana Limited ( Hf&Ei) EERTES LiAR100%T RAER
Xinyu Electronics Limited (note i) British Virgin US$1 Ordinary shares - - 100 100 Investment holding
sland
MEEFARAR (W) EBRTES EaRiER REZR

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 2009 and 31 December 2008 or at any
time during the year.

Notes:

(i) Those subsidiaries were disposed on 26 February 2009.

(ii) Those subsidiaries were disposed on 30 December 2009.

(i)  The management considered that Pristine Limited was
deregistered since 30 May 2009.

(iv)  Karce Communications Limited and Dragon Spirit Limited
were deregistered on 30 November 2009.

PRA R BRI 2 B A R M RSN E R % -

R-BBEANFT-_A=+T—HBR-_FFNF
TZ A=t —BHFRERERE - MHER B
BEARREEZEEES

P& -

il ZEWBATER-ZZZTHE+=-_A=+HEHH
=

(i) BIEERAPristne Limited8 —ZEZ h &R A
=+ BBEUHEM-

vy FABARBAERIANREREEARA
—ZEENF+—A :+ B BUHREM

RREXEEARLQA
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2009 BZ-ZESNGE+-A=+—HLEEE

48. CONTINGENT LIABILITIES

The Group did not have any significant capital commitments
as at 31 December 2009.

49. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

48. L AREE

RZBZENFTZR=+—H AEEWEF
AERKAREE-

49. AR B 2 iR RE B

2009 2008
—EERE —EENF
HK$’000 HK$'000
FHET TAIT
Investment in subsidiaries REB AR Z & - 103,710
Amounts due from subsidiaries JiE Y B /B8 R R 5RIR - 2,875
Other current assets B ReEE 24,209 2,884
Amounts due to subsidiaries FE{SH B /B R R FRIE (166,478) (2,767)
Other current liabilities HimEhaE (3,961) (1,915)
Convertible bonds AR (E 5 (176,785) =
Deferred tax liabilities BETRIARE (20,330) -
Net (iabilities)/assets BE(BE)FE (343,346) 104,787
Share capital LN 70,236 65,236
Reserves & (413,582) 39,551
(343,346) 104,787
Notes: B 5T
(@  The carrying amount of the investment in subsidiaries is @ RHEBRARZEEZERENTUREEFES
reduced to their recoverable amounts which are determined Z AT (Bl 88 - it T AR 4R B EA i R A RART B &
by reference to the estimation of future cash flows expected RIEEZHEFRRBEREMETE °
to be generated from the respective subsidiaries.
(o)  The amounts due from/(to) subsidiaries are unsecured, b)) MR (EMMNBARZREBAERR %
interest-free and repayable on demand. B WEEEXEE-
(€)  Loss of the Company for the year ended 2009 amount to ) BHEZZZNF ¢ EXRAEBELOAR

approximately HK$576,188,000 (2008: HK$135,401,000).

Karce International Holdings Company Limited
Annual Report 2009

576,188,000/ 7t (= F & J\ 4 : 135,401,000
BIL) °



Notes to the Consolidated Financial Statements
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50. EVENTS AFTER THE REPORTING 50. & HHIERE1E

PERIOD

On 23 April 2010, the Company has announced the
progress on the LCoS television business. The details are as
follows:

As the original production plan has not been realised and
certain terms/undertakings of the acquisition agreement
to be performed on the part of the Vendors have not
been performed, despite the Acquisition completion in
January 2009, and despite continual requests by the
Group’s management seeking the Pacific Choice Group’s
assistance and fulfllment of the agreed terms, the Group
on 5 March 2010 issued a demand letter to the Vendors
and the warrantors requesting them to provide satisfactory
explanations and to suggest remedial actions. Up to the date
of this announcement, no reply has been received from the
Vendors or the warrantors.

At the Board meeting on 20 April 2010, it was resolved that
the Company would first negotiate with the Vendors and the
warrantors for a proposal to sell the Pacific Choice back to
the Vendors. Subject to the terms of the proposed disposal
to be agreed, Convertible Bonds granted to the Vendors (or
their nominee(s)) as part of the Acquisition consideration (to
the extent not redeemed) may be required to be cancelled,
while the promissory notes issued to the First Vendor (or its
nominee(s)) as part of the Acquisition consideration (to the
extent not yet redeemed) may be required to be tendered
back to the Company for cancellation. For further details,
please refer to the Company's circular dated on 23 April
2010.

N-ZE—ZTFMA-_+=8 ARFEAHhE
BALCOSEMR EB 2 HER © ﬁ\ﬁﬁuT -

HRREETEVEEZERIGHE A RBITZW
Bz ETIER EHERBET GEUWRE
TRKERZZZNF—RHET UEBEELRE
B 2 & 12 [E TN 2 k= skPacific Choice& @ 2
B RBITWERS  AEBZER T —ZTF
“AREHAMEA RERAZLERKE  BRE
ERESAMECHRETIREGRIEE -EE
NAMEE - WARKEIE G SKERAZERE
%o

R-ZE—ZEFNA-tRHZESTSER L &
CHAADRBELERE S RIERABGER
& 77 & [ Pacific ChoiceZ 123 - RIS T 15 E
LEBLHE G EABOHKBRERE S
(HEEZRBAN)BEL 2B ES (AER
BEEEAR)KEATESE MEABMHKER
BRE—BH (RERBA)BELZELEZE
(AEAREREAR)SKARE T ARAREH-
R — ﬁﬁ%'%%%$@ﬁﬁﬁﬁ:
TEMA-+=Hz@
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FINANCIAL SUMMARY

B TE ARk

RESULTS

£

For the year ended 31 December

BE+t-A=1+T—HLHFE

2005 2006 2007 2008 2009
—ETRF —ELTRF —EE+F —_TEN\F ZEEAE
HK$'000 HK$'000 HK$'000 HK$000  HK$’000
FBTT FABTT FB 7T FBTT FET
Revenue (including discontinued Y228 (B3R 1E
operations) RS ) 647,004 705,859 735,114 645,083 134,272
Profit/(loss) before taxation BrFRATE A
(E18) 28,767 4,500 (62,826) (163,299 27,800
Taxation HE (731) (2,069) (1,924) (6,429) (10,211)
Profit/(loss) for the year from NEERBIFE
continuing operations REFETE 2
wmA (BE) 28,036 2,431 (64,750)  (169,728)  (585,670)
Attributable to: PAT FEAR -
Owners of the Company VINNETEZ =N 28,036 2,431 (64,750)  (169,728)  (585,670)
ASSETS AND LIABILITIES BEEREE
As at 31 December
R+=—A=+—H
2005 2006 2007 2008 2009
—ETRFE —ETRF T2 +F —_TEN\F ZFEAE
HK$'000 HK$'000 HK$'000 HK$000  HK$’000
FBTT FABTT FB 7T FBTT FE T
Total assets BB E 687,704 667,458 669,470 515,897 41,042
Total liabilites BEE (246,258)  (250,971)  (294,439)  (262,627)  (292,634)
441,446 416,487 375,031 253,270  (251,592)
Attributable to: AT pE A
Owners of the Company INNETE =N 441,446 416,487 375,031 253,270  (255,849)
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