-

[KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
= B BHE X =¥ 7 R 2 F

(Incorporated in Bermuda with limited liability)
(REREFMKZZBRAAF)

Stock Code &3 5%: 1159

010

Annual Report FE %}




CONTENTS
H &%

Corporate Information NAEIER 1
Chairman’s Statement EREWE 3
Management Discussion and Analysis ERERENREEST 7
Corporate Governance Report TEERBRE 11
Directors’ Profiles E=EHN 20
Directors’ Report EEeREE 24
Independent Auditor's Report B E AN RS 35
Consolidated Statement of Comprehensive Income GEEEERR 42
Consolidated Statement of Financial Position ek 44
Consolidated Statement of Changes in Equity AR EER 45
Consolidated Statement of Cash Flows melengk 47
Notes to the Consolidated Financial Statements e gk 50

Financial Summary B TS B R 147



CORPORATE INFORMATION
NEVER

DIRECTORS

Executive Directors

Mr. Sun Ying Chung

(Chairman and Managing Director)
Mr. Chan Sung Wai
Mr. Wong King Lam, Joseph

Non-executive Directors

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

Independent non-executive Directors

Mr. Lum Pak Sum
Mr. Chan Siu Wing, Raymond
(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

Ms. Tang Lo Nar, Luler
(resigned on 1 April 2010)

Mr. Cheng Mei Chau
(appointed on 1 April 2070)

AUDIT COMMITTEE

Mr. Lum Pak Sum (Chairman)
Mr. Law Chun Choi
Mr. Mak Ka Wing, Patrick

REMUNERATION COMMITTEE

Mr. Sun Ying Chung (Chairman)
Mr. Lum Pak Sum

Mr. Law Chun Choi

Mr. Mak Ka Wing, Patrick

INVESTMENT STEERING COMMITTEE

Mr. Yang Yiu Chong, Ronald Jeffrey (Chairman)
Mr. Chan Sung Wai
Mr. Lum Pak Sum

Karce International Holdings Company Limited
Annual Report 2010

=
HITES

ETREE
(ZEREFAMEIE)
REETLE

BERMLE

FHUTES

FEREE
BRI E

BYKHITES

MIEEREE

FRIKEE A

(R-_ZFE—FF[)H+ HEHT)

Al L E

(R—EFE—FF—FH+PH
EEEFXEOR-F—FFLAHNEHEE)

FEI A

(RZEFE—FFH -+ —HEZT)

BERELE

(R—ZFE—FFH -+ -HEZ(T)

DREME

BEHLL
(R-ZF—FFHA—HEE)

BRMEE
(R=ZF—FFHA—-HAEZE)

BEREES

MIEREE (£/E)
R T
BRELE

FHWEES

FORKE(EE)
MAEFRITAE
MR T
BRELELE

REBEZES
BIRRELE (2

REERE
MAEFRSEE



CORPORATE INFORMATION
NEVER

REGISTERED OFFICE

Clarendon House
2 Church Strest
Hamilton HM11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

Suite 3404, 34th Floor
Bank of America Tower

12 Harcourt Road, Central
Hong Kong

AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

BERMUDA PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pemborke HMO8

Bermuda

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Secretaries Limited
26th Floor

Tesbury Centre

28 Queen’s Road East
Wanchai

Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Bank of China Limited

Hang Seng Bank Limited

The Hongkong and Shanghai Banking Corporation Limited
Chong Hing Bank Limited

WEBSITE

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

AfMMEE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

BMEERTELEME

5B
FRIRERBE125R
EFRITHR D
34E3404FE

¥ BUED

mE M= GFTENTT
e E Ll

BERETERNEFERE

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pemborke HMO8

Bermuda
ROBFREERDE
PEWEEBBERAA

B

BT

2ERER8E

& SEIE s

261E

FEERET

RERTT (FB)BRAA
PERITRMOBRAF]
BARITAERAR

BB LBESRITERAR
BIEERITAR QA

At

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

EEREREERAT
—E-BEER



3

CHAIRMAN'S STATEMENT
EREHE

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
2010.

RESULTS OF THE YEAR

The Group's efforts in rationalising its operations bore fruit in
2010. Following the disposal of its electronic products business
and conductive silicon rubber keypads manufacturing business
in 2009, the Group continued to improve the operation of its
conductive silicon rubber keypads trading business. Through
proactive measures to control costs and enhance efficiency, the
conductive silicon rubber keypads trading segment, being the
principal business of the Group, resumed profitability during the
year under review.

For the year ended 31 December 2010, the Group's conductive
silicon rubber keypads trading business reported a segment
profit of approximately HK$1,273,000 (2009: segment loss
of HK$21,701,000). The revenue of this segment, however,
decreased to approximately HK$26,524,000 from approximately
HK$43,485,000 of the previous year, due to market oversupply
and weak demand.

Production of the Group’s LCoS television business, which was
acquired in January 2009, continued to be put off during the
year under review, as the vendors failed to perform certain terms
and undertakings of the acquisition agreement. As a result, the
LCoS television business incurred non-cash finance costs of
HK$36,445,000 for the year ended 31 December 2010.
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CHAIRMAN'S STATEMENT
EREHwE

In light of the LCoS television business locked in stalemate,
the Group continued to look for potential buyers to acquire the
business. In January 2011, the Group entered into a formal
agreement with an independent third party for the disposal of the
entire LCoS television business. The Group believes the proposed
disposal will be in the interests of the shareholders and the
Company as a whole.

During the year under review, a reversal of impairment loss
recognised in respect of intangible assets amounted to
HK$50,000,000. As a result, the Group reported a profit
attributable to owners of the Company of approximately
HK$24,429,000 for the year ended 31 December 2010 (2009: a
loss of HK$585,670,000). Earnings per share from continuing and
discontinued operations were approximately HK3.48 cents (2009:
loss per share HK83.71 cents).

DIVIDEND

The Board has resolved not to recommend a final dividend for the
year ended 31 December 2010.
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CHAIRMAN'S STATEMENT
EREHwE

FUTURE PLANS AND PROSPECTS

The trading business of conductive silicon rubber keypads
will continue to provide the Group with steady cash flow. The
management is well aware of the pressing need to strengthen its
operation portfolio and broaden its earning base to sustain the
Group’s continued development.

To enlarge its scope of activities and source of revenue, the Group
will continue to explore new business opportunities offering a viable
business model and a solid asset base. The Group believes that
the proposed disposal of the LCoS television business creates
a good opportunity for the Group to concentrate its resources in
possible investments in businesses with good returns and high-
growth potential.

With the ever growing demand for energy and resources,
possession of valuable resources will be the key to determine the
pace and magnitude of growth of various industries. Moreover, as
the global consumption of metals and minerals has been growing
continuously, these markets provide vast room for development
in mid and long term. China is now the world’s largest consumer
of metals and minerals including iron ore, steel, coal, aluminum,
copper and nickel. The country becomes a major driver of demand
for these commodities. In light of this, the Group is identifying
suitable metals and minerals projects for possible acquisition to
achieve sustainable growth.

The Group's share trading has been suspended since September
2010, pending an announcement on a very substantial acquisition.
The Group will keep its shareholders informed on this transaction
following clearance from the Stock Exchange of Hong Kong
Limited.
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CHAIRMAN'S STATEMENT
EREHwE

The Group’s incumbent management team possesses
extensive investment and finance experience. The team has
made tremendous effort, since its taking over of the Group's
operations, to rationalise the Group's business operation and
improve its profitability, thereby creating satisfactory return for
the shareholders. The dedication has begun to generate results
following the successful disposal of certain not performing
business and identification of new business opportunities.

We believe the Group is gradually returning to its track of stable
development,

ACKNOWLEDGEMENTS

Finally, on behalf of the Board, | would like to express my sincere
gratitude to the management and all the employees of the Group
for their dedication. | would also like to thank our shareholders,
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Chairman
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MANAGEMENT DISCUSSION AND ANALY SIS

BIEERBENEED

SEGMENTAL ANALYSIS

Conductive Silicon Rubber Keypads

The market environment of conductive silicon rubber keypads
continued to be extremely competitive. Coupled with a market
oversupply, the stagnant demand for conductive silicon rubber
keypads amid the rising trend of touch-screen keyboards had
caused the selling prices to decline further during the year.

Following the completion of the disposal of the manufacturing
operation in 2009, the Group continued to exercise stringent cost
control and improved operational efficiency of its trading business
to mitigate the downward pressure on the selling prices, which
had eroded profitability across the industry. The Group's efforts
paid off during the year. Despite a 39% decrease in revenue,
the conductive silicon rubber keypads trading business returned
to the black and reported a segment profit of approximately
HK$1,273,000 during the year, compared to a segment loss of
HK$21,701,000 in 2009.

In view of intensified market competition, 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEE O N EAE DT

LCoS Television

The production plan of LCoS at the Suzhou plant did not realize
during the year under review even though the acquisition of the
entire issued share capital of Pacific Choice Holdings Limited
(“Pacific Choice”) by the Group was completed in early 2009.
Despite continual requests by the Group seeking the original
vendors' fulfillment of the agreed terms, the pledge created on the
key manufacturing machineries had not been discharged, and the
transfer of ownership of the machineries to the Group could not be
completed. Moreover, the management of the Suzhou plant had
never complied with the request of the Company concerning its
operation and production.

For the year ended 31 December 2010, the Group incurred non-
cash finance costs of HK$36,445,000, as a result of the imputed
interests on the convertible bonds and promissory notes issued
to the vendors as part of the consideration for the acquisition
of patents and machineries required for the production of LCoS
televisions.

The Group 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 deconsolidated
from that of the Group with effect from 1 December 2009,

Despite the recovery of the LCoS television market from its bottom,
the operation of this segment remains difficult. Moreover, the
Group is of the opinion that it has missed the golden opportunity
for developing LCoS televisions, in view of the rapid advancement
in television technology. As such, the Group considers that the
continual holding of the LCoS television business would not be in
the interests of the shareholders and the Company as a whole.
During the year under review, the Company had been actively
seeking potential purchaser to acquire this business.

In January 2011, the Group entered into a formal agreement with
an independent third party for the disposal of the entire LCoS
Television segment. A non-refundable deposit of HK$50,000,000
was paid to the Company.
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BEXREBR Z_ZEZTNEFE VT W EEPacific Choice
Holdings Limited ( [Pacific Choice |) z 2 & 2 %17
BRA - HE#R N R 2 LCoSHE EFT BN BB FE KRS
EoMEAREBETHERRESBITHERZK  BA
RIAF ZREMEE R T 2 BB B RER - &*%%
RSB EEEEFTERE LN BINEE 2B
BNRAEEARRBHAEEEREEZER.

REE-ZE—ZF+-_A=Z+—HLFE BrEE
ﬁ%éﬁ‘ﬁﬁﬂxﬁ%&%%ﬂf (f’E?%H&Zﬁ%EELCOS
BRABECEFREEEZFHRE) 2HEF B
SR E B E 436,445,000/ L IEIR & R B AN ©

AEER —_ZE-TFOA-+HBTZEFE LHER
B= géfjliﬂ— A—BEERELCoOSERERZ
TENEARZEE NEUBEGRATALREEBES
Wz ABIE -

BELCOSERMBDIARER oz 2 &)
ERHE IS AEERR ERNEBRRKRERD
‘¢ HE#HBERLCOSERZHERE - At A%
BB FEFBLCOSEREBR K I FEBRREAR
72%%1%7T|Jm REBEFEAR ARF—HEEGS
KBEREH 2 BEEER -

R-F——F— A AREE-RBIE =S

FERHHRUEERELCOSER NI TARERS
50,000,000/ LB X F AR A -
SREXEBMARAD

—E-EEER

8



9

MANAGEMENT DISCUSSION AND ANALY SIS

BIEERBENEEDT

CAPITAL STRUCTURE

The Group has a deficiency in shareholders’ equity of
approximately HK$231,420,000 (31 December 2009: a deficiency
of approximately HK$255,849,000). As at 31 December 2010, the
short term and long term interest bearing debts to shareholders’
equity was nil (31 December 2009: nil).

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 2010, the Group's bank balances and cash
decreased to approximately HK$15,856,000 (2009: approximately
HK$25,544,000).

In 2010, the current ratio was approximately 12.4 (2009:
approximately 9.6) based on current assets of approximately
HK$22,200,000 and current liabilities of approximately
HK$1,792,000, and the quick ratio was approximately 12.4 (2009:
approximately 9.6).

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

MATERIAL ACQUISITION AND
DISPOSALS DURING THE YEAR

During the year under review, the Company had not announced
any material acquisition; but the Company had on 31 December
2010 entered into the Heads of Agreement with an independent
third party for the possible disposal of the entire LCoS Television
segment.

Karce International Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEERENMEEDN

FOREIGN EXCHANGE RISK
MANAGEMENT

Most of the Group’s assets and liabilities, revenue and expenditure
are denominated in Hong Kong dollars, the United States dollars
and the Renminbi. The Group was not exposed to material
exchange risks and had not employed any financial instruments for
hedging purposes.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2010, the Group employed approximately
8 employees in Hong Kong. The Group’s remuneration policies
are primarily based on prevailing market salary levels and the
performance of the respective companies and individuals
concemed. Employees may also participate in the share option
scheme of the Group.

CONTINGENT LIABILITY

At 31 December 2010, the Group had no significant contingent
liability.
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CORPORATE GOVERNANCE
PRACTICES

The Company has established a formal and transparent procedure
to protect the interests of the shareholders of the Company. The
Company regularly reviews the corporate governance procedures
and developments of the Company. The Company applied the
principles and complied with all the code provisions as set out in
the Code on Corporate Governance Practices (‘Code”) contained
in Appendix 14 to the Rules (the “Listing Rules”) Govemning the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) throughout the year under review, except
for the deviations from provisions A.2.1 and A.4.1 of the Code
which are explained in the relevant paragraph as below.

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 2010.
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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. Sun Ying Chung

(Chairman and Managing Director)
Mr. Chan Sung Wai
Mr. Wong King Lam, Joseph

Non-executive Directors

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

Independent non-executive Directors

Mr. Lum Pak Sum
Mr. Chan Siu Wing, Raymond
(resigned on 7 April 2010)
Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2010)

Mr. Law Chun Chol
(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 E =
year ended 31 December 2010. Details of the attendance of the — £17
meetings of the board of Directors are as follows:

& =
= ==
ZRE=EERS EFS

—F-TF+-A=t—RILFER

ZEFLFEFEWT

Attendance
Directors = o R &
Executive Directors BTES
Mr. Sun Ying Chung FEOTREAE 4/11
Mr. Chan Sung Wai PRESAE S A 11/11
Mr. Wong King Lam, Joseph BERAILE 11/11
Non-executive Directors FHITES
Mr. Lee Kwok Leung TEREAE 6/11
Mr. Yang Yiu Chong, Ronald Jeffrey HIRREE 7/11
Independent non-executive Directors BIAFHITES
Mr. Lum Pak Sum VEESS v 9/11
Mr. Chan Siu Wing, Raymond PRIKEE b 1/4
(resigned on 7 April 2010) (R=ZZFE—ZFFPYH+HEFT)
Mr. Ho Li Ki A hEE & 1/4
(appointed on 14 January 2010 and (R=ZFE—ZFF—-—HHHEZ(T
resigned on 9 April 2010) WER=ZF—FFANHEE)
Mr. Law Chun Chol REMEE 6/6
(appointed on 22 April 2010) (RZF—FFHA =+ =ZHEZE)
Mr. Mak Ka Wing, Patrick BRERE 5/6

(@appointed on 22 April 2010)
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Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and 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 were not separated and were performed by the same
individual, Mr. Sun Ying Chung throughout the year ended 31
December 2010.

The Directors meet regularly to consider major matters affecting
the operations of the Group. As such, 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 2010, 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 COMMITTEE

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.

Karce International Holdings Company Limited
Annual Report 2010
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During the year and until the date of this report, members of the
Remuneration Committee included:

Mr. Sun Ying Chung (Chairman)
Mr. Chan Siu Wing, Raymond
(resigned on 7 April 2010)
Mr. Lum Pak Sum
Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2010)

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

One meeting of the Remuneration Committee was held in 2010 to
discuss remuneration related matters. Details of the attendance of
the meeting of the Remuneration Committee are as follows:

RAFEEEAREAY FHEEE2KERHE:

ERTREE (FFE)

BRIk &R S E
(R=ZZF—ZFFH+HAET)

WERTE

Gk S
(R=ZF—FF—F+WAEZTIE

R-ZFE—FFHHN AT

EHE A
(R=ZFE—ZFFMH =+ —HEZ(F)
(RZEFE—ZFF/H -+ —HEZ(T)

FHEZEEN T —TFHRTREH At
HHEEE FMEESER2HEABET:

Attendance
Members K& R
Mr. Sun Ying Chung FELTREE 0/1
Mr. Chan Siu Wing, Raymond PRIKEE 0/0
Mr. Lum Pak Sum IRy 1/1
Mr. Ho Lic Ki Al NS 0/0
Mr. Law Chun Chol EEI A 1/1
Mr. Mak Ka Wing, Patrick BRELE 0/1

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 33 of this report.
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AUDITORS’ REMUNERATION

The Company’s external auditors are Deloitte Touche Tohmatsu
(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 2010, the Auditors have
performed audit services and their remuneration in respect of audit
service is HK$780,000.

AUDIT COMMITTEE

As required by Rule 3.21 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 and until the date of
this report, members of the Audit Committee included:

Mr. Chan Siu Wing, Raymond
(resigned on 7 April 2010)
Mr. Lum Pak Sum
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)

Karce International Holdings Company Limited
Annual Report 2010
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The Audit Committee held three meetings during the year under R EIEFEE R %V?E’@#\ T=Rked EBRE
review. Details of the attendance of the meetings of the Audit BE& &7 HBEHBHOT
Committee are as follows:

Attendance
Members RE o R &
Mr. Chan Siu Wing, Raymond FRIKER S A 0/0
Mr. Lum Pak Sum MIBAREE 3/3
Mr. Ho Lic Ki fa] N EE S & 0/0
Mr. Law Chun Chol BEMSTE 3/3
Mr. Mak Ka Wing, Patrick BREXE 2/3
The Group's audited consolidated results for the year ended 31 TR ZECCLEMASEEHZEZE T —ZTF+_- A

December 2010 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.

INVESTMENT STEERING COMMITTEE

An Investment Steering Committee was established in June 2010
which composed of one executive director, one non-executive
director and one independent non-executive director. The
Committee is responsible for the consideration, recommendation
of potential investment projects. Ad-hoc meetings will be held
when potential projects are identified. During the meeting, they
will review individual project’'s position and action to be taken if
necessary, and to recommend to the board for consideration and
approval.
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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 35 and 36 of this report.

INTERNAL CONTROL

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

COMMUNICATION WITH
SHAREHOLDERS

The Company discloses relevant information to shareholders
through the Company’'s annual report and financial statements,
the interim report, as well as the Annual General Meeting ("“AGM”).
The AGM allows the Directors to meet and communicate with
shareholders.

To further promote effective communication, the corporate website
is maintained to disseminate Company announcements and other
relevant financial and non-financial information electronically on a
timely basis.

Karce International Holdings Company Limited
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DIRECTORS' PROFILES
SEEN

EXECUTIVE DIRECTORS

Mr. Sun Ying Chung, aged 71, has extensive experience in the
investment, construction and property development in the major
cities of the PRC. Mr. Sun has been the Chairman and Managing
Director of the Company since April 2009.

Mr. Chan Sung Wai, aged 62, has been an executive Director
of the Company since April 2009. Mr. Chan has extensive
experience in trading, real property and shipping industries. He
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 responsible for covering, editing
and writing commentaries. Mr. Chan has also been 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 November 2007 to June 2008. Currently, he is
an executive director of Energy International Investments Holdings
Limited (formerly known as Xian Yuan Titanium Resources Holdings
Limited) (stock code: 353) and Asia Resources Holdings Limited
(stock code: 899). Both companies are listed on the main board of
the Stock Exchange.
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DIRECTORS' PROFILES
SEEN

Mr. Wong King Lam, Joseph, aged 58, has been an executive
Director of the Company since October 2009. Mr. Wong is a
fellow member of both The Association of Chartered Certified
Accountants and The Hong Kong Institute of Certified Public
Accountants. 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.

Currently, 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 subseqguently 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 August 2004,

NON-EXECUTIVE DIRECTORS

Mr. Lee Kwok Leung, aged 57, has been a non-executive
Director of the Company since 2000. He is the managing director
of Derico Financial Capital 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 44, has been a
non-executive Director of the Company since 2000. He is also an
executive director of Sing Tao News Corporation Limited (stock
code: 1105), a listed company in Hong Kong. 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.

Karce International Holdings Company Limited
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DIRECTORS' PROFILES
SEEHN

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Lum Pak Sum, aged 50, has been an independent non-
executive Director of the Company since 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 Wolverhampton, 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 20 years’ experience in the financial field, the money market
and capital market.

Mr. Lum was an independent non-executive director of Grand Field
Group Holdings Limited (stock code: 115) for the period from July
2004 to May 2008, China Star Fiim Group 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.

Currently, he is an independent non-executive director of Waytung
Global Group Limited (stock code: 21), Energy International
Investments Holdings Limited (formerly known as Xian Yuen
Titanium Resources Holdings Limited) (stock code: 353), Bestway
International Holdings Limited (stock code: 718), Radford Capital
Investment Limited (stock code: 901) and Asia Resources
Holdings Limited (stock code: 899). These companies are listed
on The Stock Exchange of Hong Kong Limited.
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DIRECTORS' PROFILES
SEEN

Mr. Law Chun Choi, aged 50, appointed as an independent
non-executive Director of the Company 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-experienced 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 46, appointed as an
independent non-executive Director of the Company on 22 April
2010. Mr. Mak is a registered solicitor of the High Court of Hong
Kong and a managing partner of Patrick Mak & Tse., 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), and Norstar Founders Group Limited
(Provisional Liquidators Appointed) (stock code: 2339).
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DIRECTORS' REPORT
EEOWMES

The directors have pleasure in presenting their annual report and
the audited consolidated financial statements of Karce International
Holdings Company Limited (the “Company”’) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of
its principal subsidiaries are set out in note 38 to the consolidated
financial statements.

RESULTS

The results of the Group for the year ended 31 December 2010
are set out in the consolidated statement of comprehensive
income on pages 42 and 43 of the annual report.

SHARE CAPITAL

There were no movements in either the authorised or issued share
capital of the Company during the year. Details of the share capital
of the Company are set out in note 27 to the consolidated financial
statements.

RESERVES

Details of movements in reserves of the Group during the year are
set out in the consolidated statement of changes in equity on page
45 of the annual report.
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DIRECTORS’ REPORT
EEOWMES

DISTRIBUTABLE RESERVES OF THE
COMPANY

There are no distributable reserves of the Company at 31
December 2010, calculated under The Companies Act 1981 of
Bermuda (as amended). The Company’s share premium account,
in the amount of HK$102,675,000 at 31 December 2010 (2009:
HK$102,675,000), may be distributed in the form of fully paid
bonus shares.

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

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

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

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate purchases attributable to the Group’s largest
supplier and five largest suppliers taken together accounted for
99% and 100% respectively of the Group's total purchases for
the year. The aggregate sales attributable to the Group'’s largest
customer and five largest customers taken together accounted
for 30% and 80% respectively of the Group's total turnover for the
year.

None of the directors, their associates or any shareholders of
the Company (which to the knowledge of the directors of the
Company own more than 5% of the Company's share capital) had
any interest in the five largest suppliers or customers,

Karce International Holdings Company Limited
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DIRECTORS

The directors who held office during the year and up to the date of
this report were:

Chairman and Managing Director
Mr. Sun Ying Chung

Executive Directors

Mr. Chan Sung Wai
Mr. Wong King Lam, Joseph

Non-executive Directors

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

Independent Non-executive Directors

Mr. Lum Pak Sum
Mr. Law Chun Choi
(appointed on 22 April 2010)
Mr. Mak Ka Wing, Patrick
(appointed on 22 April 2010)
Mr. Ho Lic Ki
(appointed on 14 January 2010 and resigned on 9 April 2070)

Mr. Chan Siu Wing, Raymond
(resigned on 7 April 2010)

In accordance with Bye-law 87(1) and 87(2) of the Company's
bye-laws, Messrs. Sun Ying Chung, Chan Sung Wai and Yang Yin
Chong, Ronald Jeffery shall retire from office and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting of the Company.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation (other
than statutory compensation).
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

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 Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The Company considers that
all of the Independent Non-executive Directors are independent.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2010, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO") which were notified
to the Company and the Stock Exchange, or as recorded in the
register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed issuers (‘Model Code”) set out in the Appendix
10 to the Listing Rules were as follows:

Ordinary shares of HK$0.1 each of the
Company (Long positions)
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Save as disclosed above, as at 31 December 2010, none of the
Directors or Chief Executive of the Company or their associates
had any interest or short position in the shares, underlying
shares and debentures of the Company or any of its associated
corporation (within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO or as recorded
in the register required to be kept by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

No contract of significance in relation to the Group's business (as
defined in the Listing Rules) to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or 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 complete, either directly or
indirectly, with the Group’s business.

SHARE OPTION SCHEME

Details of the share option scheme adopted by the Company on
29 May 2002 (the “Share Option Scheme”) are set out in note 28
to the consolidated financial statements. No options have been
granted under the share option scheme since its adoption.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, at no time
during the year was the Company or any of its subsidiaries a
party to any arrangements to enable the directors of the Company
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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INTERESTS AND SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, so far as was known to the directors
and the chief executive of the Company, the following persons
(other than any director and chief executive of the Company) who
had interests or short positions in the shares and underlying shares
of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or as recorded in the register to be kept by the Company under

Section 336 of the SFO, or as otherwise notified to the Company

and the Stock Exchange:

TERRZzEBRXR

RIE-ZFE+_A=1—H RARAEZTRER
THRABMA A AL (RRARMERZESEREETT
KA BRRIN RAR R Z B n AR IR h AR E
&5 N E GO EXVERSE2 K35 #B 2 & XX M 7AW
ARAEBEZREIORR  HRIEE S MNEKRIIE
B30T EZ BERMAMRLE Z AT AR HBTTH
ERAYNGISE R 3e e E 00

Approximate

percentage
Number of of issued
ordinary share capital
Name of shareholder Capacity shares held  of the Company
HARQTE T
BRRME LB 54 s BEREAE RAEBOE DL
(Note 1)
(BfE1)
China Eagle Development Limited Beneficial owner (note 2) 4,669,500,000 664.83%
(“China Eagle”)
BEnEA A (Fiz2)
Hsu Ming Shan Interest held by controlled 4,669,500,000 664.83%
corporation (note 2)
T &8 3 REGEERFA 2 EHE
(Mt3E2)
Lam Suk Fong Interest held by controlled 4,669,500,000 664.83%

2 Karce International Holdings Company Limited
Annual Report 2010

corporation (note 2)
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EEERES

Approximate

percentage
Number of of issued
ordinary share capital
Name of shareholder Capacity shares held  of the Company
EEARE BT
BEHEEEB B4 S EREA RAEBNE DL
(Note 1)
(B3E1)
Fairtime International Limited (“Fairtime”) Beneficial owner (note 3) 612,500,000 87.21%
EnlA A (FzE3)
Chan Shun Yuen Interest held by controlled 612,500,000 87.21%
corporation (note 3)
BR 3L T REHEERFE 2w
(BE3)
Taiwan Micro Display Corporation Beneficial owner (note 4) 468,000,000 66.63%
(“TMDC”)
BENIZEROD AR AR BEmAA (M)
(TREMETG&])
Luen Fat Securities Company Limited Beneficial owner (note 5) 351,178,000 50.00%
BEESFBERAT BEmEA A (KiF5)
Yue Wai Keung Interest held by controlled 351,178,000 50.00%
corporation (note 5)
RHESR RIEHEE G 2w
(PHt&E5)
Golden Mount Limited Beneficial owner (note 6) 198,944,000 (L) 28.33%
(“Golden Mount”)
EnEA A (Fize)
Chim Pui Chung Interest held by controlled 198,944,000 (L) 28.33%

corporation (note 6)
REGEERFE 2 S
(Mt7E6)

REREKEEBRLA 30
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Notes:

(&

Karce |

All the shares are long positions.

The percentages are calculated based on the total number of issued
shares of the Company of 702,356,000 shares as at 31 December
2010.

Pursuant to the sale and purchase agreement dated 30 April
2008 and the supplemental agreement dated 24 October 2008
(collectively refer to as the “SPA”), subject to the provisions stated
therein being satisfied, the Company might issue to China Eagle
(beneficially owned by Hsu Ming Shan and Lam Suk Fong) up to
a total of HK$1,867,800,000 zero coupon convertible bonds (the
‘Convertible Bond”) due 2014 at a conversion price (the “Conversion
Price”) of HK$0.40 each, which entiting China Eagle to subscribe
for up to 4,669,500,000 conversion shares at the Conversion Price
upon exercise of the conversion rights attached to the Convertible
Bonds in full.

The SPA completed on 15 January 2009 (the “Completion Date”)
and on the same date the Company issued the first tranche
of HK$67,800,000 Convertible Bonds to China Eagle at the
Conversion Price (which entiting China Eagle to subscribe for
169,500,000 conversion shares upon exercise of the conversion
rights attached to the Convertible Bonds in full). As at the date
of this report, the Company has not yet issued the remaining
HK$1,800,000,000 Convertible Bonds.

Pursuant to the SPA, subject to the provisions stated therein being
satisfied, the Company might issue to Fairtime (beneficially owned
by Chan Shun Yuen who now known as Chan Hau Kong) up to a
total of HK$245,000,000 Convertible Bonds, which entiting Fairtime
to subscribe for 612,500,000 conversion shares at the Conversion
Price upon exercise of the conversion rights attached to such
convertible bonds in full.

nternational Holdings Company Limited

Annual Report 2010
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On Completion Date, the Company issued the first tranche of
HK$45,000,000 Convertible Bonds to Fairtime (which entitling
Fairtime to subscribe for 112,500,000 conversion shares upon
exercise of the conversion rights attached to the Convertible Bonds
in full). As at the date of this report, the Company has not yet issued
the remaining HK$200,000,000 Convertible Bonds.

4. Pursuant to the SPA, the Company issued HK$187,200,000
Convertible Bonds to TMDC on the Completion Date (which entitling
TMDC to 468,000,000 conversion shares upon exercise of the
conversion rights attached to the Convertible Bonds in full).

5. Luen Fat Securities Company Limited (‘Luen Fat’) (beneficially
owned as to 80.9% by Yue Wai Keung), is the underwriter to the
underwriting agreement dated 17 May 2010 in relation to the
proposed open offer of 351,178,000 new shares of the Company
as announced on 17 May 2010. Pursuant to the underwriting
agreement, Luen Fat agreed to underwrite up to 351,178,000 new
shares of the Company. As at the date of this report, the open offer
is not yet completed.

6. The entire issued share capital of Golden Mount is wholly and
beneficially owned by Mr. Chim Pui Chung. By virtue of the
Securities and Futures Ordinance, Mr. Chim Pui Chung is deemed to
be interested in the 198,944,000 shares of the Company.

Save as disclosed above, the Company had not been notified
and is not aware of any other persons who had an interest or a
short position in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO as at 31 December 2010.

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, issued for the very
substantial acquisition of liquid crystal on silicon ("LCoS") Television
where details have been disclosed in notes 3 and 25.

Save as disclosed above, the Company had no outstanding
convertible securities, warrants or other similar rights as at
31 December 2010 and there has been no exercise of any
convertible securities, warrants or similar rights during the year.

RS B - AR F A Fairtime 17 & #£45,000,00078
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RELATED PARTY TRANSACTIONS

Related party transactions entered into for the year are set out in
note 35 to the consolidated financial statements.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is based on
their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group's
operating results, individual performance and comparable market
statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees.

PRE-EMPTIVE RIGHTS

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

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

During the year ended 31 December 2010, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any of
the Company’s listed securities.

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 2010.

Karce International Holdings Company Limited
Annual Report 2010
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CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2010 with the Code of Corporate Governance
Practices as contained in Appendix 14 to the Listing Rules. A
report on the principal corporate governance practices adopted by
the Company is set out on pages 11 to 19 of the annual report.

EVENTS AFTER THE REPORTING
PERIOD

Details of significant events occurring after the reporting period are
set out in note 39 to the consolidated financial statements.

AUDIT COMMITTEE

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2010.

AUDITORS

Messrs. Deloitte Touche Tohmatsu was appointed as auditor
of the Company pursuant to the special general meeting of the
Company held on 21 September 2010. Messrs. HLB Hodgson
Impey Cheng, Certified Public Accountants, acted as auditor of the
Company for the years ended 31 December 2008 and 2009 and
up to 5 August 2010.

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the

Company.

On behalf of the Board

Sun Ying Chung
Chairman and Managing Director

Hong Kong
31 March 2011
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Deloitte.
=2)

TO THE SHAREHOLDERS OF

KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
RREXFEEFRLA

(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 42 to 146, which comprise the consolidated
statement of financial position as at 31 December 2010, and the
consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows for the year then ended, a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
of these consolidated financial statements that give a true and fair
view of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants (the "HKICPA”)
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of the consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

Karce International Holdings Company Limited
Annual Report 2010
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AUDITOR’S 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. Except for the inability to
obtain sufficient appropriate audit evidence as explained below, we
conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the HKICPA. 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. Because
of the matters described in the Basis for Disclaimer of Opinion
paragraph, however, 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 — Deconsolidation of
a Subsidiary during the Year Ended 31
December 2009

As set out in notes 3 (i) and 29 to the consolidated financial
statements, the Company completed the acquisition of Pacific
Choice Holdings Limited (‘Pacific Choice”) and its subsidiaries
(collectively referred to as the ‘Pacific Choice Group”) on 15
January 2009 for a total consideration of HK$604,616,000 which
mainly comprised cash, promissory notes issued by the Group
and convertible bonds issued by the Company.
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As set out in note 3 (i) to the consolidated financial statements,
the directors of the Company have been unable to obtain and
access to the books and records of Bt& X E (&) BFE A A
United Opto-Electronics (Suzhou) Co., Ltd. (the “PRC Subsidiary”),
a subsidiary of Pacific Choice, after 30 November 2009 and
resolved that the Group no longer had the power to govern
the financial and operating policies of the PRC Subsidiary, and
accordingly the control over the PRC Subsidiary was lost on that
date. The PRC Subsidiary has therefore been deconsolidated from
the consolidated financial statements of the Group and recognised
as an available-for-sale investment from 1 December 2009
onwards. Besides, since the assets of the PRC Subsidiary and
the planned operations thereof predominantly accounted for the
reason for which the Company acquired the Pacific Choice Group,
the loss of the control over the PRC Subsidiary effectively impaired
any practical value of the entire Pacific Choice Group, if any, and
therefore, the directors of the Company considered that assets
of the entities comprising the Pacific Choice Group other than the
PRC Subsidiary (the “Pacific Choice Remaining Group”) should
be fully impaired on the same date the Group lost control over the
PRC Subsidiary.

We were appointed as auditor of the Group pursuant to the special
general meeting of the Company held on 21 September 2010 and
as a result of the circumstances described above, the directors of
the Company have been unable to provide us with the complete
set of accounting books and records of the PRC Subsidiary. We
have therefore been unable to carry out audit procedures to obtain
sufficient reliable audit evidence to satisfy ourselves as to whether:

(i the loss on deconsolidation of the PRC Subsidiary of
HK$721,000 and the loss incurred by the PRC Subsidiary
for the period from 15 January 2009 (date of acquisition)
to 30 November 2009 (date of deconsolidation) of
HK$1,944,000 included in the consolidated statement of
comprehensive income of the Group for the year ended 31
December 2009 as well as the related disclosures set out
in the notes to the consolidated financial statements are free
from material misstatement; and

Karce International Holdings Company Limited
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(i) the Group had lost its control over the PRC Subsidiary and
whether it was appropriate to deconsolidate the assets
and liabilities of the PRC Subsidiary from the consolidated
financial statements of the Group and be recognised as an
available-for-sale investment.

Any adjustment that might have been found to be necessary in
respect of the above may have a significant effect on the state of
the Group's affairs as at 31 December 2010 and 2009 and on its
profit for the year ended 31 December 2010 and the loss for the
year ended 31 December 2009,

Limitation of Scope - Fair Value and Carrying
Amounts of Convertible Bonds

As set out in notes 3 and 25 to the consolidated financial
statements, 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, as part of
the consideration for acquisition of the Pacific Choice Group.
As set out in note 25 to the consolidated financial statements,
the directors of the Company appointed an independent valuer
to perform a valuation of the fair value of the convertible bonds
issued at the date of issue on 15 January 2009. The valuer
estimated the fair value of the liability component of the convertible
bonds to be HK$155,811,000 at the date of issue using the
discounted cash flow method. However, we were unable to obtain
sufficient evidence to satisfy ourselves as to whether the valuation
methodology and the assumptions adopted by the valuer in this
valuation was appropriate accordingly and, we were unable to
satisfy ourselves as to whether:

(i) the fair value of the liability component of the convertible
pbonds on initial recognition was reliably measured in
accordance with the relevant requirements of HKAS 39
‘Financial Instruments: Recognition and Measurement”
issued by the HKICPA (‘HKAS 39") and whether their
carrying values of HK$201,389,000 and HK$176,785,000
as at 31 December 2010 and 2009, respectively, and
HK$155,811,000 at the date of initial recognition on 15
January 2009 were free from material misstatement;
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(i)

(iv)

N AZEREN R

convertible bonds reserve representing equity component
of the convertible bonds, net of deferred tax liabilities arising
from the issue of the convertible bonds thereof, amounting to
HK$120,398,000 as at 31 December 2010 and 2009 and
at the date of initial recognition on 15 January 2009 were
free from material misstatement;

any other embedded derivatives of the convertible bonds
issued for the acquisition of the Pacific Choice Group
have been recognised in accordance with HKAS 39 as
at 31 December 2010 and 2009 and at the date of initial
recognition on 15 January 2009;

goodwill of HK$77,685,000 arising from the acquisition of
the Pacific Choice Group as at 15 January 2009 (date of
acquisition) as set out in note 10 to the consolidated financial
statements was reliably measured in accordance with the
relevant requirements of Hong Kong Financial Reporting
Standard 3 “Business Combinations” issued by the HKICPA
and whether the impairment loss of HK$77,685,000
recognised in respect of goodwill during the year ended 31
December 2009 was free from material misstatement; and

the amortisation recognised in respect of the liability
component of the convertible bonds, as set out in note
25 1o the consolidated financial statements, amounting to
HK$24,604,000 and HK$20,974,000 for the year ended
31 December 2010 and 2009, respectively, were free from
material misstatement.

Karce International Holdings Company Limited

Annual Report 2010

(i)

(iv)

#:;—T¢&f77h¢+ A=+—HK
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REHREE (B ES 2 mabh ) &Nk
A BTIRBRESFMELECREHRBEAE
1% B#0120,398,000/8 TR B TMEEE AR
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#8Pacific Choicefe Bl 31T 2 AR ESR 2 1E
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Limitation of Scope — Reversal of Impairment
Loss Recognised in Respect of Intangible
Asset During the Year Ended 31 December
2010

Included in the consolidated statement of financial position as at
31 December 2010 is an intangible asset, as set out in note 18
to the consolidated financial statements, with a carrying value
of HK$50,000,000 arising from the reversal of the impairment
loss recognised in respect of intangible assets during the year
ended 31 December 2009, as detailed in notes 10 and 18
to the consolidated financial statements. The carrying value
was determined by the directors based on the amount of non-
refundable deposit received subsequent to the end of the reporting
period for the proposed disposal of Sourcestar Profits Limited
(“Sourcestar”) and its subsidiaries, the Pacific Choice Group. As
detailed in note 2 to the consolidated financial statements, total
consideration of the disposal is more than HK$50,000,000. In the
absence of a valuation prepared in accordance with HKAS 36, we
therefore are unable to satisfy ourselves as to whether the reversal
of impairment loss of HK$50,000,000 included in the consolidated
statement of comprehensive income for the year ended 31
December 2010 was free from material misstatement and whether
any additional reversal is necessary and whether the fair value of
the intangible asset has been reliably measured in accordance with
HKAS 38 “Intangible Assets” issued by the HKICPA.

Going Concern

As set out in note 2 to the consolidated financial statements, the
Group had net liabilities of HK$231,420,000 as at 31 December
2010. To improve the Group's liquidity position, the Company
entered into a conditional sale and purchase agreement for the
disposal of the entire issued share capital of Sourcestar, whose
principal asset is the entire interest in the Pacific Choice Group
to an independent third party. This disposal is subject to the
approvals of The Stock Exchange of Hong Kong Limited and the
shareholders.

EERBEZE-_EZ—ZEF+=-A=1+—H
LtFEERBOMBEFEERIZBES
18 Y & E PR

2.

BN A M ERERMEI18HE, R E—FFE+ "4
T+ —HZEGAUBRAREE - ERERRNEES
ZTNF+_AZ+ALFERNREFLEERER
BB B R T E A 2 R E 450,000,000 7T 2 &
BE (NRE M BHmEM T I0RISHTFFM) - ZRME
BTV RESFRIER RS AR 1% L2 & Sourcestar
Profits Limited ([ Sourcestar | ) J H Iff B 2 T Pacific
ChoicesE BIMURER 2 N AR BIZ & S BEEE  HAAR
AR R M FEoRTRR M - & BB B50,000,000
BT RITERIER B G ER B3 mE Z [HEIB
AT AN BERESEEGRTATEEZE=ZE—F
FHZ A=+ BUEFEZHFAEAEREER ZRE
/518 78 [6150,000,00078 TL 2 5 B B A5 sR FR it K AT {7
HEINBRREAVNEREREEZ ATFERETER
BEALMAGHRM BB LR FEIH [ B
EE| FUASEAZ-

BFEKgE
AR A B ISR W o, BEER-_ZT—F
F+ZA=1T—B 2B EFE /231,420,000 7T °
ARE BEEZRDESMN BRARFY—E
BIEMHBEEHZ AR —BIBT E =7 & Sourcestar
(ExXEBEE APacific Choicete Bz 23k HE ) 2 256
BEITRA ZHEAGFEBHARSMERAR L
AR AR - Al EE

EEREREERAT
—E-BEEH
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The validity of the going concern assumption on which the
consolidated financial statements are prepared is dependent on
the success of the proposed disposal. The consolidated financial
statements have been prepared on the assumption that the Group
will continue as a going concern and therefore do not include any
adjustments relating to the realisation and classification of non-
current assets that may be necessary if the Group is unable to
continue as a going concern.

Should the going concern assumption be inappropriate,
adjustments may have to be made to reflect the situation that
assets may need to be realised other than at the amounts at which
they are currently recorded in the consolidated balance sheet. In
addition, the Group may have to provide for further liabilities that
might arise, and to reclassify non-current assets as current assets.

DISCLAIMER OF OPINION

Because of the significance of the matters described in the Basis
for Disclaimer of Opinion paragraphs, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on
the consolidated financial statements. In all other respects, in our
opinion the consolidated financial statements have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

OTHER MATTER

The consolidated financial statements of the Company for
the Group year ended 31 December 2009 were audited by
another auditor, who expressed a disclaimer of opinion on those
statements on 28 April 2010.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
31 March 2011

Karce International Holdings Company Limited
Annual Report 2010
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Consolidated Statement of Comprehensive Income

/\‘/T\ =) %@Té)/\

For the year ended 31 December 2010 #Z=

—EET-A=+-RALEE

2010 2009
—E-=fF —ETNF
Notes HK$’000 HK$'000
Bt 5 FTEx FETT
(Restated)
(&)
Continuing operations HEREER
Revenue W as 6 26,524 43,485
Cost of goods sold EEEmKA (22,370) (54,043)
Gross profit (loss) EH (E18) 4,154 (10,558)
Other revenue RPN 1 138
Administrative expenses TEAX (9,235) (15,239)
Selling and distribution costs HERDIHER () (620)
Gain on cancellation of promissory AT oH A BRI
notes - 28,297
Gain on extension of maturity of ERARZBRIEHAZ
promissory notes & 11,908 =
Loss on early redemption of REELRARZE 2 EE
promissory notes - (61,351)
Gain on disposal of subsidiaries HEWBAR (D 7%“
other than those classified as IEE B 2 B A
discontinued operations BRAN) 2 e 31 - 19,018
Finance costs =D 8 (36,445) (34,313)
Loss before taxation B T A 5 48 (29,620) (74,628)
Income tax credit FiSHiiE % 9 4,049 1,430
Loss for the year from continuing REFELCEEB 2
operations NEFEEFEEE (25,571) (73,198)
Discontinued operations BRI E R
Profit (loss) for the year from REKLIEEE XS 2
discontinued operations NEFEmF () 10 50,000 (512,472)
Profit (loss) for the year, attributable to A B A AEIEREE
owners of the Company wm A (EtE) 11 24,429 (585,670)

SERXRXBERLT
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For the year ended 31 December 2010 #Z=

—BET-A=t+-ALER

2010 2009
—E—-FF —ETNF
Notes HK$’000 HK$'000
Bt 5 FTEx FETT
(Restated)
(&)
Other comprehensive expense Hib 2B X
Fair value changes of AEEREATE
available-for-sale investments #H) - (2,030)
Exchange difference arising MEELEZERERE
on translation - (1,487)
Reclassification adjustment for E R AR bR 2 FE W =58
exchange differences released B O AR
upon disposals - (45,130)
Other comprehensive expense AFEEEMEERAS
for the year - (48,647)
Total comprehensive income KABRHEBEAELEEE
(expense) for the year, ZHEWA (BX)#%E
attributable to owners of
the Company 24,429 (634,317)
Earnings (loss) per share BREF (ER)
(HK cents) (74l)
From continuing and discontinued REFBECEEBRR
operations Sl
~ Basic —HK 3.48 (83.71)
~ Diluted -85 3.48 (83.71)
(restated)
(geE75)
From continuing operations REFELE T
- Basic —ER (3.64) (10.46)
— Diluted —¥E (3.64) (10.46)

Karce International Holdings Company Limited
Annual Report 2010



Consolidated Statement of Financial Position

e MR

At 31 December 2010 R=E—F£+-F=+—8

2010 2009
—E-ZHF —ETANF
Notes HK$’000 HK$'000
B 5 FET FA&IT
Non-current assets FRBEE
Available-for-sale investment A HERE 15 = -
Property, plant and equipment EN NS 16 17 =
Intangible asset BIVEE 18 50,000 -
Goodwill Bk 19 - -
50,017 -
Current assets REBEE
Trade recelvables = 5 e Wk 21 5,925 8,238
Prepayments EENE/ L 419 89
Amount due from a related company  F& 4 — & B E 1 5K 35 - 7171
Bank balances and cash RTEFENRIRE 22 15,856 25,544
22,200 41,042
Current liabilities REBEE
Trade payables Z PN R 23 1,196 127
Accruals fEETE 596 967
Amount due to a related company JEAS — I B A 7] R 35 - 163
Amount due to a shareholder FEAS — R IR FIE 35 - 3,000
1,792 4,257
Net current assets REBEEFE 20,408 36,785
Total assets less current WEERMBAEE
liabilities 70,425 36,785
Non-current liabilities ERBERE
Amount due to a shareholder JES — R IRE A 35 7,153 18,430
Promissory notes A EIE 24 74,964 75,031
Convertible bonds @R ES 25 201,389 176,785
Deferred tax liabilities FEETRIBE G 26 18,339 22,388
301,845 292,684
(231,420) (055,849)
Capital and reserves EAXR#HE
Share capital H§$ 27 70,236 70,236
Reserves i (301,656) (326,085)
(231,420) (255,849)

The consolidated financial statements on pages 42 to 146 were
approved and authorised for issue by the Board of Directors on 31
March 2011 and are signed on its behalf by:

Sun Ying Chung

FHTAR

Chairman and Managing Director

FEREFLIEHE

BN EAEEFI4E 2GR BERERR T —F

=ZA=+— E?%%%A
ERRERE

Chan Sung Wai
PREE
Director

EF

BN IERETIEE - Wl N FIE

EEREREERAT
e L
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Consolidated Statement of Changes in Equity
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For the year ended 31 December 2010 #Z=-Z—

TETZA=t—RLERE

Attributable to owners of the Company

VAT N
Capital Asset  Investment Convertible
Share Share  redemption Special Capital Statutory  revaluation  revaluation  Exchange bonds Accumulated
capital premium reserve reserve reserve reserves reserve reserve reserves reserve losses Total
gE R& B33
Rx  RGER EARERE  RHBR 0 ERBE  AERR  EMBE  EHER EXgR BEBE  RiER &it
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HKB000 HKB000 HKB000 HKB000 HKB000
Tén TEn T TEn TEn TEn T T TEn T T T
(Note i) (Note i) (Note f) (Note i)
(i) (Biti) (Bi&Hi) (M)
A1 January 2009 R=ZBNE-A-A 65,236 102,875 1,564 19,487 35,597 6,553 48190 436) 46,617 = (12413 263,210
Loss for the year TERFR - - - - - - - - - - 585,670) 585,670)
Other comprehensive expenses for the year  AEEEM2ERT - - - - - - - (2,030) 46,61 - - 48,647)
Total comprenensive expense for the year ~ AEE 2 ER T BE - - - - - - - 2,030) (46,617) - 585,670) 634,317)
Issue of ordinary shares EERES 5,000 - - - - - - - - - - 5,000
Share issue expenses RHEARR - 200) - - - - - - - - - (200)
Realised on disposal of subsidiaries previously £BHE£H A BB
classfied as held for sdle BELEZHBAR - - - (19610 36,597) 6,559 48,190) 2,466 - - 67,484 -
Equity component of convertidle bonds WARER 2 ERTH - - - - - - - - - 144,189 - 144,189
Deferred tax arsing from Issue of EAAERESEEL
convertile bonds ERHE - - - - - - - - - (23,791) - (23,791)
At 31 Decemoer 2009 WITTNE
tZA=t-H 70,236 102,675 1,064 (123 - - - - - 120,398 (650,599 (255,849
Proft and total comprehensive income FERRTIRZE
forthe year YALE = = - - - - - - - - 24,429 24,429
31 December 2010 RZE-%%
+ZR=1+-B 026 102675 1,564 129 = = = = - 1038 BRI (814%)

Karce International Holdings Company Limited

Annual Report 2010



Consolidated Statement of Changes in Equity
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For the year ended 31 December 2010 #Z=

Notes:

(i)

(i)

(iv)

A
AERBEE

The share premium account of the Group includes shares
issued by 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.

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

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

The statutory reserves of the Group represents reserve required
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.

—EBET-A=t+-RALER

it

(i)

(i)

(iv)

A.

N

AEEZROEERBIEARNBREETZIRD -
HE-ZTZNF+-_A=1+—HLEE AARER
B—REREE T RERG  RRABETRRERGK0.1
7% 70 3 4750,000,0008% 37 A% 17 © B 217 REE R 13 1 &=
AR R E EE A 49200,0007 7T ©

REE 2 BRI E DR B E BB A ARR AN E A A
Z BBETRARIEANE A R 2 B BITRAMEE
BREzEE-

AEEZ ERFEDEREEESHANTRERE —
RIB DR 2 E— PR ARRBEFEH—FK
MEBARZREBNEANMEMESL 2 FHHE-

AEBEZEERBBDRBEANARBREARKLRM
(TRl B A R 2 B B BUEBIRT AR E M fk 3L
2 EEABIEEM - KR BEARAPIHER X
ERFEIAREMTENEQRBEFE ZEE (10
B)W A ERREAR-

EEREREERAT
e L

46



47

Consolidated Statement of Cash Flows
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For the year ended 31 December 2010 #Z=

—BET-A=t+-ALER

2010 2009
—E-=fF —ETNF
HK$’000 HK$'000
FTET T T
Operating activities meE K
Profit (loss) before taxation: BrEiAT R A (E5HE) -
Continuing operations FIB IS ETE (29,620) (74,628)
Discontinued operations BRI T 50,000 (512,472)
20,380 (587,100)
Adjustments for: BRI S IEAE
Depreciation of property, VI BE KL
plant and equipment e 4 13,307
Release of prepaid lease payments B EIFE A ERIE - 160
Loss on disposal of property, HEME - BE MR
plant and equipment el SEi - 287
Gain on cancellation of AL H AL R 2 W s
promissory notes - (28,297)
Loss on early redemption of REELRARERES
promissory notes el k! - 61,351
Gain on extension of maturity of ERANEREEH
promissory notes 2 W= (11,908) =
Loss on deconsolidation of BUBAR A — B AR
a subsidiary E518 - 721
Impairment losses recognised HEEREREE
in respect of goodwill and R 2R ERE
intangible asset - 602,085
Gain on disposal of AR AR e 2 RS
discontinued operations 2 Was - (90,828)
Gain on disposal of subsidiaries LEWRBAR (DA
other than those classified RIS TS 2 B
as discontinued operations RNaElBRIN) 2 Was - (19,018)
Fair value changes of derivative MESBMIAEZ
financial instruments N EEE) - (564)
Impairment loss recognised in B Z W GRIERER
respect of trade receivables Rk 1B B 18 2,030 2,156
Write down of obsolete and BR & &% S5 717 B MOUR
slow moving inventories - 12
Reversal of impairment loss MEFEEERZRE
recognised in respect of egickedE
intangible asset (50,000) -
Interest income F B A - (16)
Finance costs B & Bl R 36,445 35,104
Operating cash flows before LIEESARA 2
movements in working capital KEBE M= (3,049) (10,640)

Karce International Holdings Company Limited
Annual Report 2010



Consolidated Statement of Cash Flows
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For the year ended 31 December 2010 #Z=

—EBET-A=t+-RALER

2010 2009
—E—-FF —ETNF
HK$’000 HK$'000
FHET T T
Decrease Iin inventories FERD - 2,871
Decrease in trade receivables 2 5 [ W sk IEm 283 17,439
(Increase) decrease in prepayments, f§1ﬂ' RIB e R EARE
deposits and other receivables SE/QE] (isjm ) (330) 15,271
Increase (decrease) in trade payables & % FEAT FRIRE N
C: 2 1,069 (11,417)
Decrease in accruals JESTE AR (371) (15,344)
(Decrease) increase in amount due to BT —E RF8E A R K18
a related company OB A) 0 (163) 22,675
Cash (used in) generated (R /REKEEK 2
from operations H& (2,561) 20,855
Hong Kong Profits Tax refunded BREIRBFEH - 27
Net cash (used in) generated (R REKEEE 2
from operating activities ReFHE (2,561) 20,882
Investing activities BREXE®
Purchase of property, BEWME BEL&E
plant and equipment (21) (2,544)
Repayment from (advance to) a —MHEEARIERX
related company (830 7,171 7,171)
Acquisition of subsidiaries, net W BB B8 R R 1S 3K 18
R 29 - (884)
Derecognition of cash of subsidiaries ~ BUHEREEUHLERS
deconsolidated WEBARZEE 10 - (4)
Interests received B U A A - 16
Proceeds from disposal of property, HEMZE - HEX
plant and equipment RIEFTERIE - 637
Disposal of subsidiaries other HEMBAR (DEAK
than those classified as <=7 d )= NG
discontinued operations, net Broh) 2z F58 31 - 16,933
Disposals of subsidiaries classified as  H & D 8 B4R |F K& ¥ 75
discontinued operations, net ZWEB AR FEE 10 - 222,790
Net cash generated from REREXEBCHSFHE
investing activities 7,150 229,773
EREBXEEERAA

—E-THEER
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For the year ended 31 December 2010 #ZE=

—BET-A=t+-ALER

2010 2009
—E-=EF —ETNF
HK$’000 HK$'000
FHET T T
Financing activities e
(Repayment to) advance (B IR ) IR ZA K
from a shareholder (14,277) 5,930
Repayment of promissory notes BEALER - (250,000)
Interest paid on bank borrowings RITEEEHMNFE - (649)
Payment for share issue expenses B 1D 1T R AT K - (200)
Interest paid on overdraft and ENESZ RHEMEERE
other borrowings - (100)
Interest paid on obligations REHEREEENFHE
under finance leases - (90)
Proceeds from issue of BT L BRATERE
ordinary shares - 5,000
Net cash used in financing ERmEXK 2
activities ReFE (14,277) (240,109)
Net (decrease) increase in cash 3} % RELEEER
and cash equivalents R DI bib=E-i (9,688) 10,546
Cash and cash equivalents atthe FHBERBEEE
beginning of the year EHE 25,544 16,477
Effect of foreign exchange rate EREEH o 2E
changes - (1,479)
Cash and cash equivalents atthe F£RZHERBREZEE
end of the year, represented BB RIRTTHEF R
by bank balances and cash i 15,856 25,544

Karce International Holdings Company Limited
Annual Report 2010



Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

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 Claredon
House, 2 Church Street, Hamilton HM11, Bermuda and
Suite 3404, 34th Floor, Bank of America Tower, 12 Harcourt
Road, Central, Hong Kong, respectively.

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 38.

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

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS

In preparing the consoclidated financial statements, the
directors of the Company have given careful consideration
to the future liquidity of the Group in light of the fact that
the Group had net liabilities of HK$231,420,000 as at 31
December 2010. The consolidated financial statements have
been prepared on a going concem basis as the directors of
the Company believe that the below proposed transaction
would improve the Group's liquidity position.

—RER

Apal —BEBREFMA I ERREE
RAR -HIRORBEBBEXSMBRAF
([BERFT]) E e A AR FMHEEREEE
3 3h Bk 2 b 3 9 Bl & Claredon House, 2 Church
Street, Hamilton HM11, Bermuda & & HIRE
RBIB125% R B IR1TH L3448 3404 % o

AKRABA—BREERAR - ENBARZE
Z X H M FESS ©

LAV BEHRRAB T (EERNRARZEEK
HE) 275

o

mEMBRREREE

NREUR AT ERERE ERAEER —T—
TFE+=- A =+—HZAEFEH231,420,000
BT AR EFEEBEZEEAEEZ RKR
FEEMRN - AR ARRBZEEHEHEMTIE
BERHGUREAEBZ RBE MR BILER
BRI IR FE L E L ERE -

EEREREERAT
e L
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS (continued)

On 25 January 2011, the Company entered into a
conditional sale and purchase agreement for the disposal of
the entire issued share capital of Sourcestar Profits Limited
(“Sourcestar”’), whose principal asset is the entire interest
in the Pacific Choice Group (as defined in note 3), to an
independent third party, Good Choice Development Ltd. (the
‘Disposal Agreement”). On the same date, a non-refundable
deposit of HK$50,000,000 has been received by the Group.
The directors considered that the proposed disposal once
executed, would also have the following major financial
impacts to the Group:

() a promissory note of HK$200,000,000 maturing twelve
months from the date of completion of the transaction
would be issued by the buyer in favor of the Group
upon completion of the proposed transaction;

(i) the net liabiliies of Sourcestar and the Pacific Choice
Group, amounting to HK$27,032,000 as at 31
December 2010 would be derecognised from the
consolidated financial statement of the Group; and

(i) any payment obligations for any outstanding amounts
of the convertible bonds issued by the Company
would be paid by the purchaser to the holders of
the convertible bonds, or, as the case may be, such
payment obligations would be discharged by the
Company, as stipulated in the Disposal Agreement.

The above transaction constitutes a very substantial disposal
under Chapter 14 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and
is subject to the approvals of the Stock Exchange and the
shareholders.

Karce International Holdings Company Limited
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS (continued)

The consolidated financial statements have been prepared
on a going concern basis even though the Group is currently
in the process of seeking for the necessary approvals for
the executions of the Disposal Agreement as the directors
of the Company are of the view that it is more probable than
not that the Disposal Agreement would eventually be granted
and the disposal be successfully implemented. If the above
mentioned attempts fail, the Group does not rule out taking
legal actions against the respective parties.

The Group has also been continuing to explore opportunities
for investments in companies or projects with solid business
platforms and prospects as part of its strategies for the long-
term development.

However, should the Group be unable to complete the
disposal as mentioned above, adjustments might have to
be made to the carrying values of the Group’s assets to
state them at their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-
current assets and liabilities to current assets and liabilities,
respectively.
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For the year ended 31 December 2010 #ZE=

3. SIGNIFICANT EVENTS

During the current and prior years, the Group had the
following significant events:

(i)

Acquisition of Pacific Choice Holdings
Limited (“Pacific Choice”) and its
subsidiaries (collectively referred to as
the “Pacific Choice Group”)

Pursuant to the announcement of the Company
dated 15 January 2009, the Group completed the
acquisition of the entire issued share capital of Pacific
Choice and its shareholders' loans outstanding due to
China Eagle Development Limited (“China Eagle”) and
Fairtime International Limited (‘Fairtime”) (collectively
referred to as the “Vendors”) as at a total consideration
of HK$2,700,000,000. Included in the conditions
precedent is the completion of the reorganization
whereas certain patents and machineries beneficially
owned by &EMEZEHBR A A Taiwan Micro
Display Corp. (“TMDC") be registered under or owned
by the Pacific Choice Group. Despite certain closing
conditions of the acquisition were not fulfilled in its
entirety, they were waived by the Company thereof
and the acquisition was therefore considered as
completed on 15 January 2009. In the opinion of the
directors, the Vendors and TMDC are considered as
independent to the Group.

At the time of the acquisition, the Pacific Choice Group
was in the course of setting up the manufacturing
base in the People’s Republic of China (the “PRC")
for the production of liquid crystal on silicon (‘LCoS”)
television.
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For the year ended 31 December 2010 #Z=

3. SIGNIFICANT EVENTS (coniinveq)

() Acquisition of Pacific Choice Holdings
Limited (“Pacific Choice”) and its
subsidiaries (collectively referred to as
the “Pacific Choice Group”) (continued)

Under the acquisition agreement, the above mentioned
consideration was settled by:

(&)

(b)

cash as to HK$25,000,000;

promissory notes due in 2011 issued
by Sourcestar to China Eagle, as to
HK$375,000,000 (‘Promissory Notes”);

zero-coupon convertible bonds due in 2014
issued by the Company (“Tranche 1 Bonds”) to
China Eagle as to HK$67,800,000;

Tranche 1 Bonds to Fairtime as to
HK$45,000,000;
Tranche 1 Bonds to TMDC as to

HK$187,200,000; and

zero-coupon convertible bonds due in 2014
issued by the Company to China Eagle and
Fairtime in their respective equity interest in
Pacific Choice if the following condition is met:

() as to HK$600,000,000 if the aggregate
profits of Pacific Choice Group for the six
months ended 30 June 2009 reached
certain predetermined levels (“Tranche 2
Bonds");
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For the year ended 31 December 2010 #ZE=

3. SIGNIFICANT EVENTS (coniinveq)

(i)

Acquisition of Pacific Choice Holdings
Limited (“Pacific Choice”) and its
subsidiaries (collectively referred to as
the “Pacific Choice Group”) (continued)

(M) (continued)

()  as to HK$600,000,000 if the aggregate
profits of Pacific Choice Group for the year
ended 31 December 2009 reached certain
predetermined levels (“Tranche 3 Bonds”);
and

(I as to HK$800,000,000 if the aggregate
profits of Pacific Choice Group for the
eighteen months ended 30 June 2010
reached certain predetermined levels
(“Tranche 4 Bonds").

Detalls of the acquisition of Pacific Choice Group are
set out in note 29.

Since certain of the closing conditions have not been
fulfilled but waived by the Company thereof, all of the
Tranche 1 Bonds are deposited with an escrow agent
pursuant to an escrow agreement until all conditions,
pursuant to a supplementary agreement signed among
the Vendors, TMDC, and the Company, have been
fulfilled. Such conditions, among others, including the
release of the pledges created on certain machineries
in favor of certain banks in Taiwan to be delivered to
the Pacific Choice Group, and the establishment of the
production plant in the PRC and in normal operations.
In addition, as set out in note 24, the maturity of the
Promissory Notes were extended to January 2012,
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For the year ended 31 December 2010 #Z=

3. SIGNIFICANT EVENTS (coniinveq)

(if)

Deconsolidation of the PRC
Subsidiary and recognition of
available-for-sale investment and
impairment loss of the Pacific Choice
Remaining Group

Due mainly to the non-cooperation of the management
of the Pacific Choice Group, the board of directors of
the Company has been unable to obtain and access
to the books and records of B4 ¢ & (&) R
A 8] United Opto-Electronics (Suzhou) Co., Ltd. (the
‘PRC Subsidiary”), a subsidiary of Pacific Choice, after
30 November 2009 and resolved that it no longer had
the power to govemn the financial and operating policies
of the PRC Subsidiary, and accordingly the control
over the PRC Subsidiary was lost on that date. The
PRC Subsidiary has therefore been deconsolidated
from the consolidated financial statements of the
Company and recognised as available-for-sale
investment from 1 December 2009 onwards. As
the assets of the PRC Subsidiary and the planned
operations thereof predominantly accounted for the
reason of which the Company acquired the Pacific
Choice Group, the loss of the control over the PRC
Subsidiary effectively impaired any practical value of
the entire Pacific Choice Group, if any, and therefore,
the directors of the Company considered that the
entities comprising the Pacific Choice Group other than
the PRC Subsidiary (the “Pacific Choice Remaining
Group”) should be fully impaired at the same date.
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For the year ended 31 December 2010 #Z=

3. SIGNIFICANT EVENTS (coniinveq)

(if)

Deconsolidation of the PRC
Subsidiary and recognition of
available-for-sale investment and
impairment loss of the Pacific Choice
Remaining Group (continuead)

As set out in the consolidated statement of
comprehensive income and notes 15 and 30 to the
consolidated financial statements, the Group recorded
a loss on deconsolidation of the PRC Subsidiary and
an impairment loss of the Pacific Choice Remaining
Group of HK$721,000 and HK$602,085,000
respectively for the year ended 31 December 2009,
based on the unaudited consolidated statement of
financial position of the Pacific Choice Group as at
30 November 2009 and its unaudited statement of
comprehensive income for the period from 15 January
2009 (date of acquisition) to 30 November 2009 (date
of deconsolidation), which are the latest management
accounts available to the directors of the Company.

As all of the Group’s operations in production of LCoS
television were carried out by the Pacific Choice
Group, the operating segment of LCoS television
was accordingly classified as discontinued operations
during the year ended 31 December 2009.

Details of the deconsolidation of the PRC Subsidiary
and recognition as available-for-sale investment and
the impairment loss of the Pacific Choice Remaining
Group are stated in notes 30 and 15.
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For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

3. SIGNIFICANT EVENTS (coniinveq)

(i) Progress of disposal of Pacific Choice

Group

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
and TMDC have not been performed, despite
the acquisition of Pacific Choice Group has been
completed in January 2009, and continual requests by
the Group's management seeking the Pacific Choice
Group's assistance and fulfilment 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. No reply has been received from the
Vendors or the warrantors.

The Company held a board meeting on 20 April 2010
and resolved that the Company would first negotiate
with the Vendors and the warrantors for a proposal to
sell the Pacific Choice Group back to the Vendors.
Subject to the terms of the proposed disposal to be
agreed, Tranche 1 Bonds and promissory notes issued
to the Vendors and TMDC as part of the consideration
of the acquisition may be required to be cancelled.
Further details are set out in the Company’s circular
dated 23 April 2010.

As set out in note 2, the Company entered into the
Disposal Agreement with an independent third party
for the disposal of the Pacific Choice Group. The
proposed disposal, which is subject to the approval
from shareholders, has not been completed up to the
date of this report.
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For the year ended 31 December 2010 #Z=

3. SIGNIFICANT EVENTS (coninveq)

(iv) Discontinued operations of sales of

electronic products

On 26 February 2009, the Group completed its
disposals of the 100% interests in each of Xinyu
Electronics Limited, Joyham Jade Limited, Sabic
Electronic Limited and Habermann Limited (collectively
referred to as the “Electronic Products Disposal
Group”), all of which were engaged in the business
of sales of electronic products, at an aggregate
consideration of HK$250,000,000. The details are set
out in note 10.

As all of the Group's operations in the sales of
electronic products were carried out by the Electronic
Products Disposal Group, the operating segment
of electronic products was accordingly classified as
discontinued operations during the year ended 31
December 2009.

Disposal of other subsidiaries

The Group also disposed of its interests in Tachibana
Limited and China Ample Investments Limited, both of
which were not classified as discontinued operations,
during the year ended 31 December 2009, as set out
in note 31.
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

4. APPLICATION OF NEW AND 4. BRMEIREETE %,\tiﬁﬁ%
REVISED HONG KONG FINANCIAL ZR ([HEMBHREELED])

REPORTING STANDARDS

(“HKFRSs”)
In the current year, the Group has applied the following new E’q\$¢r REFEFMATHESSTRAE
and revised standards, amendments and interpretations ([BAGTRAE])BM ] REEETE
(‘new and revised HKFRSs") issued by the Hong Kong 8l & ;.T)SZ 25 ([FE] RICERT B AT B RS
Institute of Certified Public Accountants (the “HKICPA"). ZERI]) o
HKAS 27 Consolidated and Separate BAGTER A RIB SRR
(Revised 2008) Financial Statements FoTHR (ZFEN
iﬁéf 1)
HKAS 39 Eligible Hedged ltems BB ER] BB HIEE
(Amendments) 395k (EFTA)
HKFRSs Amendments to HKFRS 5 as part of BBV BmEEN BB Eﬂ%iﬁiiﬁﬁu'ﬁS%
(Amendments) Improvements to HKFRSs issued CCHEN) ZIER] ERZEE
in 2008 i%%ﬂﬂ%#&%ﬁiﬁu
2 BHEED
HKFRSs Improvements to HKFRSs issued in EEUBERELER —ZZTZNFHFBUBER
(Amendments) 2009 (B3I ) £ XERI 2 B
HKFRS 2 Group Cash-settled Share-based BEMBMEEN SEURSEEROA
(Amendments) Payment Transactions Fo5% (BRI A) KR 5
HKFRS 3 (Revised) Business Combinations BEAYBMELER EBEH
F35% (K&185T)
HK(FRIC) - Int 17 Distributions of Non-cash Assets to B (BERMBRE MEBEADEKEIREE
Owners ZREZET) B
—REE TR
HK-Int 5 Presentation of Financial Statements BB —REELR BBmKREHR —BERA
— Classification by the Borrowers HEE TF‘L%EIE
of a Term Loan that Contains a BBRACERERZ
Repayment on Demand Clause SaR |
EREBXEEERAA
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APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

(“ H KFRSS”) (continued)

Except as described below, the adoption of the new and
revised HKFRSs had no material effect on the consolidated
financial statements of the Group for the current or prior
accounting periods.

The Group applies HKFRS 3 (Revised 2008) “Business
Combinations” prospectively to business combinations for
which the acquisition date is on or after 1 January 2010.
The requirements in HKAS 27 (Revised) “Consolidated and
Separate Financial Statements” in relation to accounting for
changes in ownership interests in a subsidiary after control
is obtained and for loss of control of a subsidiary are also
applied prospectively by the Group on or after 1 January
2010.

As there was no transaction during the current year in
which HKFRS 3 (Revised 2008) and HKAS 27 (Revised
2008) applicable, the application of HKFRS 3 (Revised
2008), HKAS 27 (Revised 2008) and the consequential
amendments to other HKFRSs had no effect on the
consolidated financial statements of the Group for the
current or prior accounting periods.

Results of the Group in future periods may be affected
by future transactions for which HKFRS 3 (Revised
2008), HKAS 27 (Revised 2008) and the consequential
amendments to the other HKFRSs are applicable.
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For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

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

New and revised Standards and
Interpretations issued but not yet effective

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

HKAS 12 Deferred Tax: Recovery of
(Amendments) Underlying Assets’
HKAS 24 (Revised Related Party Disclosures?
2009)
HKAS 32 Classification of Rights Issues?
(Amendments)
HKFRSs Improvements to HKFRSs issued in
(Amendments) 20107
HKFRS 1 Limited Exemption from
(Amendments) Comparative HKFRS 7
Disclosures for First-time
Adopters®
HKFRS 1 Severe Hyperinflation and Removal
(Amendments) of Fixed Dates for First-time
Adopters®
HKFRS 7 Disclosures — Transfers of Financial
(Amendments) Assets?
HKFRS 9 Financial Instruments”
(Revised 2010)
HK(FRIC) — Int 14 Prepayments of a Minimum Funding
(Amendments) Requirement?
HK(IFRIC) = Int 19 Extinguishing Financial Liabilities with

Equity Instruments®

B 8 {5 {8 i AR 4 30 2 X /T R &4 R]
EHREE

AR5 B3 4R 8 R T 5 B R E I R AR
AT RACIEETRR TR B

BB gt &R IEFEFR I8 « YR [o) 48
F12% (BRI A) EE

BB ERE245 BEALHE
(ZZEZTNFEER])

R G &R A% 2 2 487
E325% (7T A)
BB RS %A —E-TERMGZE
CHEY) B ERELER 2
o
BB IS RE XA ERUIEREELE
F18R (BT A) TR E R
BELEETZH
PR JE Bh o0
BAEMERELER BESBIR LR
FE15E (BRI A) BIRIRAE ZEE
B HAe
BB IERE AR WE-EBEomMEE
BT (BFTA)

FEMBHREERNESR ST
(ZZE—TFLER])
8 (BRFBHRER REESERZEAM

BLZEg) FKIB?
— = EBE 145
CEHEN)
BB (BBRHBHRER UBRATEEESH
BZEw) A&
— 2 EE 195
FRBEEBARAD

e L

62



Notes to the Consolidated Financial Statements

ire MR MR

For the year ended 31 December 2010 #Z=

—BET-A=t+-ALER

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

New and revised Standards and
Interpretations issued but not yet effective
(continued)

7 Effective for annual periods beginning on or after 1 January

2012

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

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

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

and 1 January 2011, as appropriate

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

2 Effective for annual periods beginning on or after 1 July 2011

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

HKFRS 9 “Financial Instruments” issued in November
2009 introduces new requirements for the classification
and measurement of financial assets. HKFRS 9 (Revised
2010) adds the requirements for the financial liabilities
and for derecognition. Under HKFRS 9, all recognised
financial assets that are within the scope of HKAS 39
‘Financial Instruments: Recognition and Measurement” are
subsequently measured at either amortised cost or fair
value. Specifically, debt investments that are held within a
business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at
the end of subsequent accounting periods. All other debt
investments and equity investments are measured at their fair
value at the end of subsequent accounting periods.
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

(“ H KFRSS”) (continued)

In relation to financial liabilities, the significant change relates
to financial liabilites that are designated as at fair value
through profit or loss. Specifically, under HKFRS 9, for
financial liabilities that are designated as at fair value through
profit or loss, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the presentation of the effects of changes
in the liability's credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial liability’s
credit risk are not subsequently reclassified to profit or loss.
Previously, under HKAS 39, the entire amount of the change
in the fair value of the financial liability designated as at fair
value through profit or loss was recognised in profit or loss.

HKFRS 9 is effective for annual periods beginning on or after
1 January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted in
the Group's consolidated financial statements for the annual
period beginning 1 January 2013 and that the application
of HKFRS 9 is not expected to have significant impact on
amounts reported in respect of the Group’s financial assets
and liabilities based on the Group’s financial instruments as
at 31 December 2010.

The directors of the Company anticipate that the application
of the other new and revised standard, amendments or
interpretations will have no material impact on the results and
the financial position of the Group.
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For the year ended 31 December 2010 #Z-2—ZF&+_A=+—HI&EE

4. APPLICATION OF NEW AND 4. FERAMFIREETEBHBFR
REVISED HONG KONG FINANCIAL HEA ([EERMBREEL])
REPORTING STANDARDS (%)

(“HKFRSS”) (continuea)

Restatements 57

The Directors have re-evaluated the circumstances EEDHEBERAEER ST N FHUHER
that led to the recognition by the Group of the loss on & Pacific Choice5s Bl 2 B B#EITE RS - I
deconsolidation of the Pacific Choice Group in 2009, EETHRNIBREEHEZEETUEGE R =
and have determined that while it was appropriate to KEWBRARINBEE HAKENRBERN
deconsolidate the PRC operating subsidiary on the basis EERIBEAMK I 2N AR (BEES
of loss of control, the Group did retain control over the EH| Z Sheenway Limited ) 2 122 &Il 4 o

intermediate companies incorporated in the British Virgin
Islands, including Sheenway Limited, which holds the

patents.

The restatement has no effect on the consolidated statement HRRZZEENFTA=1T—H22HH#
of financial position as all relevant balances at 31 December EREMBET  WESEGZEE P BHARLEKIL
2009 had been written down to zero. In the notes to the B R NRE AR R WA 2 2 E MO
consolidated statement of financial position these write EEMFEEARERSE-

downs have been re-designated as impairment losses.

In the consolidated statement of comprehensive income the REEEEHEBERKREN LG ABUBLGE B
presentation of the related impairments previously included NAEEZBEREE T AN TXXHH 2 KE
in the loss on deconsolidation of subsidiaries have been RIEREETEARFEEE -

included in the loss for the year from discontinued operations
as set out below.
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

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

Change in presentation on discontinued
operations

In the current year, the directors of the Company have
determined to discontinue the LCoS television business,
accordingly the consolidated statement of comprehensive
income has been reclassifying to reflect the discontinued
operations. Prior year figures have been re-presented
accordingly.

The effect of changes in presentation for the prior year
by line items presented in the consolidated statement of
comprehensive income is as follows:

EIRIERERBE BT

RAFE  RRRAZEZDIRER LKL ELCOS
BERER At RetmBRRCEHRIEN

Hﬁ%%ﬁ“%%i‘% BEFEZHEFEIELME
FEES -

REEAZEBRRM2FRBBEFEZES
TAEBBZEEMT

Year ended
31 December
2009
HE-_ZTTNF
+=-—A=+—8
IEFE
HK$'000
T
Decrease in administrative expenses TR SR (1,944)
Decrease in gain on disposal of oS AR L R TS U s R
discontinued operations 90,828
Decrease in loss on deconsolidation of BUH 4R A B A R B8 R
subsidiaries (602,8006)
Increase in loss for the year from discontinued R B B TSN S B RIS N
operations 513,922

Change in loss for the year

REFEERE

No consolidated statement of financial position as at
1 January 2009 is presented as the reclassifications
disclosed above have no effect on the financial position
of the Group presented in the consolidated statement of
financial position for all financial reporting periods.

WEZIN _FTNF—A—BZHEAHBN
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For the year ended 31 December 2010 #Z2=%—-SF+-A=1+—HIL5E

SIGNIFICANT ACCOUNTING
POLICIES

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 Listing Rules and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally based
on the fair value of the consideration given in exchange for
goods.

The principal accounting policies set out below.

Basis of consolidation

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

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

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

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

Non-controlling interests in subsidiaries are presented
separately from the Group'’s equity therein.
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For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HIL5E

BB HRRM T

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations

Business combinations that took place prior
to 1 January 2010

Acquisition of businesses was accounted for using the
purchase method. The cost of the acquisition was measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control
of the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that met the relevant
conditions for recognition were generally recognised at their
fair values at the acquisition date.

Goodwill arising on acquisition was recognised as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group's interest in
the recognised amounts of the identifiable assets, liabilities
and contingent liabilities recognised. If, after assessment,
the Group's interest in the recognised amounts of the
acquiree's identifiable assets, liabilities and contingent
liabilities exceeded the cost of the acquisition, the excess
was recognised immediately in profit or loss.

The minority interest in the acquiree was initially measured
at the minority interest's proportion share of the recognised
amounts of the assets, liabilities and contingent liabilities
recognised.

Contingent consideration was recognised, if and only if,
the contingent consideration was probable and could be
measured reliably. Subsequent adjustments to contingent
liabilities of the acquiree.
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For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations (continued)

Business combinations that took place prior
to 1 January 2010 (continued)

Business combinations achieved in stages were accounted
for as separate steps. Goodwill was determined at each
step. Any additional acquisition did not affect the previously
recognised goodwill.

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash generating units (‘CGU"),
or groups of CGU, that are expected to benefit from the
synergies of the combination.

A CGU to which goodwill has been allocated is tested for
impairment annually, or more frequently whenever there is an
indication that the unit may be impaired. If the recoverable
amount of the CGU is less than the carrying amount of
the unit, 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 pro rata on the basis of
the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the amount of
profit or loss on disposal.
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For the year ended 31 December 2010 22— ZF+_A=+—HBLI&EE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition

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

Revenue from sales of goods is recognised when the goods
are delivered and title has passed.

Property, plant and equipment

Property, plant and equipment, including land and buildings
held for use in the production or supply of goods or services,
or for administrative purposes are stated at cost less
subseqguent accumulated depreciation and accumulated
impairment loss.

Depreciation is recognised so as to write off the cost of
items of property, plant and equipment, other than properties
under construction less their residual value over their
estimated useful lives, using either the straight line method.
The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a
prospective basis.

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 the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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For the year ended 31 December 2010 #Z2=-%-SF+-A=1+—HIL5E

SRR M T

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 lessee

Operating lease payments are recognised as an expense on
a straight-line basis over the lease term.

Intangible assets

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives. Alternatively, intangible assets with indefinite useful
lives are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect
of impairment losses on tangible and intangible other than
goodwill assets below).

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of an
intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the
asset and are recognised in profit or loss when the asset is
derecognised.
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For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HBIL5E

B M BHRRM

SIGNIFICANT ACCOUNTING
POLICIES (continued)

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) are added to or deducted
from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified as loans and
receivables and available-for-sale financial assets. All regular
way purchases or 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.
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For the year ended 31 December 2010 #Z2=-2-SF+-A=1+—HIL5E

S BHRRM T

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continuea)
Financial assets (continued)

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, 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
to the net carrying amount on initial recognition.

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 gquoted
in an active market. At each end of the reporting period
subsequent to initial recognition, loans and receivables
(including trade receivables, amount due from a related
company and bank balances and cash) 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 fair
value through profit or loss, loans and receivables or held-to-
maturity investments.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked
to and must be settled by delivery of such ungquoted equity
instruments, they are measured at cost less any identified
impairment losses at each end of the reporting period
subsequent to initial recognition (see accounting policy on
impairment loss on financial assets below).
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For the year ended 31 December 2010 22— ZF+_A=+—HBLI&EE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continuea)
Financial assets (continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at
the end of the 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 loans and receivables, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or
counterparty; or

o default or delinquency in interest or principal payments;
or

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

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are subseguently assessed for impairment on
a collective basis. Objective evidence of impairment for a
portfolio of trade and bills receivables could include the
Group’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the
average credit period and observable changes in national
or local economic conditions that correlate with default on
receivables.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continueq)
Financial assets (continued)

Impairment of financial assets (continuead)

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, 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 mortgage
loan 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.

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 loss was recognised,
the previously recognised impairment loss is reversed
through profit or 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.

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

FESHBE 2

POLICIES (continued)
Financial instruments (continuea) @I A&
Financial liabilities and equity THEERKRK

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.

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.

Convertible bonds issued by the Company

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
classified as an equity instrument.
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S BHRRM T

SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

Convertible bonds issued by the Company (continueq)
On initial recognition, the fair value of the liability component
is determined using the prevailing market interest of similar
non-convertible debts. The difference between the gross
proceeds of the issue of the convertible loan notes and the
fair value assigned to the liability component, representing
the conversion option for the holder to convert the bonds
into equity, is included in equity (convertible bonds reserve).

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability component into
ordinary shares of the Company, will remain in convertible
bonds reserve until the embedded option is exercised (in
which case the balance stated in convertible bond equity
reserve will be transferred to share premium. Where the
option remains unexercised at the expiry date, the balance
stated in convertible bonds reserve will be released to the
accumulated losses. No gain or loss is recognised in profit or
loss upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to the
liability component are included in the carrying amount of
the liability portion and amortised over the period of the
convertible bonds using the effective interest method.

Karce International Holdings Company Limited
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For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HIL5E

SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

Other financial liabilities

Financial liabilites of the Group including trade payables,
amount due to a related company and a shareholder and
promissory notes 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.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the
difference between the asset's 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 profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

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 prevailng on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing on that date. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the
fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of
the Group (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, if any, are recognised in other comprehensive
income and accumulated in equity (the exchange reserve).
Such exchange differences are reclassified to profit or loss in
the period in which the foreign operation is disposed of.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and translated at the rate of exchange
prevailing at the end of the reporting period. Exchange
differences arising are recognised in the translation reserve.

Karce International Holdings Company Limited
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B M BHRRM

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme (the
‘MPF Scheme”) and a defined contribution provident
fund under Occupational Retirement Scheme Ordinance
(the “ORSO Scheme”) are charged as expenses when
employees have rendered service entiting them to the
contributions.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of comprehensive income because
it excludes items of income or expense that are taxable
or deductible in other years and it further excludes items
that are never taxable or deductible. 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.

Deferred tax is recognised as 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 difference 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.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.

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

Deferred tax 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
rate (and tax laws) that have been enacted or substantially
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities. Deferred tax is recognised in profit
or loss, except when it relates to items that are recognised
in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

Karce International Holdings Company Limited
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5. SIGNIFICANT ACCOUNTING 5. TESTTEXE 2

POLICIES (continued)

Impairment losses on tangible and
intangible assets other than goodwill
(see the accounting policy in respect of
goodwill above)

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.
It 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.

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 as income immediately.
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6. REVENUE

Revenue from continuing operations represents revenue
arising from the sales of conductive silicon rubber keypads
for the year. The operating division of electronic products
were regarded as discontinued operations during the year
ended 31 December 2009. An analysis of the Group’s
revenue for the year is as follows:

Iy s

SECEEB 2 WEIER A FEIHESEER
BERBEE W REBEE_TTNF+ZA
:Jrfﬁjiﬁr BT EmMIEED R

IR 2275 - RE BN ARFE 2 Was 5 AT iR
—|?:

2010 2009
—E-=EF —ETNEF
HK$’000 HK$'000
FHET T T
Continuing operations ﬁ%ﬁ%&‘ﬁ%ﬁ
Sales of conductive silicon HEEEHRBIRE
rubber keypads 26,524 43,485
Discontinued operations R
Sales of electronic products HEEFEm - 90,787
26,524 134,272

7. SEGMENT INFORMATION

Information reported to the Board of Directors of the
Company, being the chief operating decision maker
(“CODM"), for the purpose of resource allocation and
assessment of segment performance focuses on types of
goods sold.

The Group currently has only one operating segment, namely
conductive silicon rubber keypads, which engages in the
business of trading of conductive silicon rubber keypads.

The operating segment of electronic products was
discontinued during the year ended 31 December 2009
following the disposals of the Electronic Products Disposal
Group, which carried out all of the Group's operations
of sales of electronic products. In the current year the
directors have determined to discontinue the LCoS television
business and accordingly the LCoS television segment
also constitutes a discontinued operation of the Group. For
HKFRS 8 reporting purposes, each of these two operations
were separate operating segments of the Group in 2009.
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7. SEGMENT INFORMATION (continued) 7. DEER 2
Segment revenue and results EB I R
The following is an analysis of the Group's revenue and AT RASEEIREEDEE S

results by operating segment:

For the year ended 31 December 2010

1

PR EED

BE_F-2F+-A=t-HLEE

Continuing Discontinued
operations operations
BE Kk
mEER F
Conductive
Silicon Rubber LCoS
keypads and television and
segment total segment total Total
EEELE LCoS
BZER ERK
aEEE A EEE a5t
HK$°000 HK$’000 HK$’000
FET TRET FET
Revenue — External sales I 25 — N EREH & 26,524 - 26,524
Segment results DEEE 1,273 - 1,273
Unallocated income (expenses) RABKA (FZ)HEE :
items:
Central administration costs and FRITEAARES
directors’ salaries E (6,356) - (6,356)
Reversal of impairment loss MEFEEWRZBE
recognised in respect of EsiE B
intangible asset - 50,000 50,000
Gain on extension of maturity of ERARZERINEAZ
promissory notes W 11,908 - 11,908
Finance costs BlE KA (36,445) = (36,445)
(Loss) profit before taxation bR AT (B8 ) )& A (29,620) 50,000 20,380
EREBXEEERAA

e L
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

7. SEGMENT INFORMATION (continued) 7. 7HER (@)

Segment revenue and results (continued) DEBEREE (&)
For the year ended 31 December 2009 BHEZZZNFT-_A=T—HILEFE
Continuing operations Discontinued operations
BEEEH RIEEEEH
Conductive
Stlicon Rubber Segment LCoS Electronic Segment
keypads Elimination total television products Elimination total Total
BF
EiR B TR ABAF LCoSER BYEM TR AEaE At
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$000
T THT TiEn THT T TiEn T T
Revenue [
Bxtemal sales MEEE 43485 - 43485 - 90,787 - 90,787 134,272
Inter-segment sales* AEHEHE 1443 (1,443) = = 673 (673) - -
44,928 (1,443 43,485 - 91,460 673) 90,787 134,272
Segment results PEEE (20,931) (770) (21,701) (1,044) 4,401 770 3,227 (18,474)
Unallocated income RARMA (Bx)
(expenses) tems: ER:
Unallocated income: RABBA 124 209 333
Central administration costs # 9%17&5(5@ REZ
and directors’ salaries (4,702) (8,708) (8,405)
Galn on cancelation of ?%%RT%Z%@
promissory notes 28,297 - 28,297
Loss on early redemption of REBREAZEL
promissory notes B (61,351) - (61,351)
Galn on disposal of subsidiaries ~ HEHBAR (28
other than those classffied as REIHEEEG
discontinued operations WEBARRIN 2
g 19,018 - 19,018
Fair value changes on derivative miﬁ BIAATE
financial instruments 25 - 564 564
Finance costs RERA (34,313 (791) (35,104)
(74,628) (494) (75,122)
Loss on deconsolidation of }ﬁi?é HHEAR
a subsidiary - (7121) (121)
Impairment loss recognised Txﬁm&ﬂﬁé?ﬁ&w{’ 2
in respect of goodwill and AESE
intangiole asset _ - (602,085) (602,085)
Gain on disposal of discontinued & 8 | 75 7 Wiz
operations - 90,828 90,828
Loss before taxation BHAIER (74,628) (6512,472) (587,100)
* Inter-segment sales are charged at prevailing market rates. : DEEEERBETHEAERA -
Segment profit (loss) represents profit (loss) eamed (incurred) SEbEAN (BR)ESSHMER (EE) 2
by each segment without absorption of unallocated income mA (ER) TESHADEWA (FAX)E

(expense) items, details of which are set out above. This
is the measure reported to the CODM for the purposes of
resource allocation and performance assessment.

B #BHRNLEX -ERERETELE
%Z%H{i'J«X?Eﬁﬁv‘@ﬂﬁﬁ&aﬂﬁi%ﬁ*’

EIRE
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7. SEGMENT INFORMATION (continued) 7. oEER (&)
Segment assets and liabilities THEERAERE
The following is an analysis of the Group's assets and J/A TAAEERKEE T HE D 2 EERBEZ
liabilities by operating segment: AT
2010 2009
—E-Z%F ZEENE
Continuing
Continuing  Discontinued operations
operations operations Total and total
iﬁi«( A
BECEER RKIELEEER &5t S YR
HK$°000 HK$’000 HK$’000 HK$'000
TAT FHT FHT THET
Segment Assets PHEE
Conductive slicon rubber keypads segment EERGBRRENF 5,925 - 5,925 15,409
LCoS television LCoSE# - 50,000 50,000 -
Total segment assets BrHEE 5,925 50,000 55,925 15,409
Bank balances and cash BOESBRERE 15,856 - 15,856 25,544
Other unallocated assets HthRAREE 436 - 436 89
Consolidated assets GReEE 22,217 50,000 72,217 41,042
Segment Liabilities AHEE
Conductive slicon rubber keypads segmentand ~ EEEIZBIRE S R
total segment liabilties BHHAR 1,196 - 1,196 132
Unallocated liabillies APRARE 302,441 - 302,44 296,759
Consolidated liahiliies SEAE 303,637 - 303,637 296,391

SERXRXEERAAD oo
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

7. SEGMENT INFORMATION (continued)

Segment assets and liabilities (continuea)

No analysis for the Group's assets and liabilities attributable
to discontinued operations has been presented since all
of such operations have been disposed/deconsolidated/
impaired of as at 31 December 2009. As at 31 December
2010, the assets attributable to LCoS television represents
the assets whose impairment loss reversed during the year
then ended.

For the purposes of monitoring segment performance and
allocating resources between segments:

o all assets are allocated to operating segments other
than property, plant and equipment, prepayments and
pank balances and cash; and

o all liabilities are allocated to operating segments other
than accruals, amounts due to a related company and
a shareholder, promissory notes, convertible bonds
and deferred tax liabilities.

Karce International Holdings Company Limited
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE
SEGMENT INFORMATION (continued) 7. DEREFR (&)
Other segment information Hitt o ZBE R
For the year ended 31 December 2010 BE-_Z—ZF+-A=+—HLEE
Discontinued
Continuing operations operations
&I
BESEER megy
Conductive LCoS
silicon rubber television
keypads and Segment  and segment
segment total  Unallocated total total  Consolidated
EEEBE
RERAH LCoSE#R
G RAE ABEH  RABEH Ga
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TAT TET TEL TAT
Amounts included in the meastre of  tE D R &R
segment results: B ZHE:
Impairment loss recognised W8 S ENE
on trads receivables B RBEEE 2,030 - 2,030 - 2,030
Amounts regularly provided CHRETEIEEERRA AL
to the CODM but not included ENY %i KD HEER D ET
in the measure of segment "2
results or segment assets:
Reversal of impairment loss recognised ~ LET & ERER
In respect of intangible asset REEERE - - - 50,000 50,000
(Gain on extension of maturty of RAREI BTS2 e
promissory notes - 11,908 11,908 - 11,908
Additions to non-current assets REFRYEE - 21 21 - 21
Depreciation of property, NE BEREENE
plant and equipment - 4 4 - 4
Finance costs AN - 36,445 36,445 - 36,445
E] NI
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ire SRR MR

For the year ended 31 December 2010 #Z=-%—

TET-A=+—RLER

S N
SEGMENT INFORMATION (continued) 7. 7HER #)
Other segment information (continued) HihpHEHR (7
For the year ended 31 December 2009 HE_ZZNFT+TA=1T—"HIEFE
Continuing operations Discontinued operations
BELEEHE RIEEEER
Conductive
silicon rubber Segment LCoS Electronic Segment
keypads  Unallocated total television products  Unallocated total Total
83
HEBRSE KA PHAE LCoSER BTEM KPR AEaF At
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
T THT T T8 THT T T8 THT
Amounts included in the measure  sTE D BEERHHEE
of segment results or ez 58
segment assets:
Addltions to non-curent assets B IERBAE (M)
(note) 1,237 1,307 2,544 1,268 - - 1,268 3812
Depreciation of property, plant and  #1%  BiE k&2 17E
equipment 8,980 - 8,980 414 3,604 409 4,327 13,307
Release of prepaid lease Efife &=
payments 98 - 98 - 62 - 62 160
Impairment loss recognised on B 5 M FERER
tradke recaivables REEE 614 - 614 - 1542 - 1542 2,156
Written down of obsolete and RE R SR
Slow moving inventories 12 - 12 - - - - 12
Amounts regularly provided to~ EHIREFEELERR
the OODM butnotincluded i~ &{B7ERF B A HEESR
the measure of segment resuts P EEEB T Est B2
or segment assets: HIE:
Gain on cancelation of HEREEER K
promissory notes - 28,297 28,297 - - - - 28,297
Loss on early redemption of REENALERZER
promissory notes - 61,351 61,351 - - - - 61,351
Gain on disposal of subsidiaries i WE i (28EA
other than those classfied as i““s‘%i‘%Z
discontinued operations W%’A AR 2z - 19,018 19,018 - - - - 19,018
Loss on deconsolidation of MESA—BHBARZ
a subsidiary B - - - 721 - - 721 721
Impairment loss recognised IEEREVEERAL
in respect of goodwill and RESE
intangible asset = = = 602,805 = = 602,805 602,806
Gain on disposal of discontinued ~ H &K |HE& KM%
operations - - - - 90,828 - 90,828 90,828
Fair value charges of dervative ~ {TE2BIAZATE
financial instruments it} - - - - 564 - 564 564
Note: Non-current assets exclude financial instruments. MizE: FERBDEETEESHIA
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e MR

For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HBIL5E

7. SEGMENT INFORMATION (continued)

Information about major customers

Revenues from customers of the corresponding years

7.

TEHER (2
ERIERF2ER

REEFEER BASEHERBENKERERE

contributing over 10% of the total sales of the Group are as BIOBHEFMT
follows:
Year ended 31 December
BEZ+t-—A=+—HILEE
2010 2009
—E-ZEF —ETNF
HK$’000 HK$'000
FHET FBT
Customer A’ BEA 7,937 @ N/A?
Customer B’ ®EB 5,180 NEA N/A
Customer C' BFC 3,234 A N/A
Customer D' BRFED 2,858 TEA N/A
19,209

! Revenue from conductive silicon rubber keypads

2 The corresponding revenue did not contribute over 10% of
the total revenue of the Group for the relevant year.

No individual customer had accounted for more than 10% of
the consolidated revenue for the year ended 31 December
2009.

! KEGEERBRE 2 WE

2 RIEBEFE AR REH AR E AR ST RUR

HREI10% °

HE-_ZZNF+=-A=

T—HLEFE $HE

ERIE P 4R A WS 10%A L o

EEREREERAT
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

7. SEGMENT INFORMATION (continued) 7. oEER (&)
Geographical information EER
The Group’s operations are mainly located in Hong Kong and AEBZRETZEMNEBRFRH-
the PRC.
The following table provides an analysis of the Group's TRERFMEMESTASEE 2 K (W E
revenue by geographical location of customers, irespective AFREMRR) RIZEEMELERE S TEIER
of the origin of the goods and information about its non- EEEZEF
current assets by geographical location of the assets.
Revenue from external
customers from continuing and
discontinued operations
REFELSEEBR
HRIFREEE 2 HBEF K=
Year ended 31 December
BE+t-A=+—RHLEE
2010 2009
—2-%5F —z2NF
HK$°000 HK$'000
FET T
Sales of conductive silicon HESEERBIRRE
rubber keypads
Hong Kong B 7,691 4,436
PRC e 18,833 39,044
Europe M - 5
26,524 43,485
Sales of electronic products HESETEM
Hong Kong E - 58,981
PRC H - 454
Europe BOM = 12,127
Japan =[P = 8,220
Other Asian countries R UEENAIETER = 9,209
America ES - 672
Others H {3 [ - 1,124
- 90,787
26,524 134,272
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

7. SEGMENT INFORMATION (continued) 7. oEHER #)
Geographical information (continued) WwEER &)
Non-current assets
FRBEE
2010 2009
—g-%%F —2BNF
HK$’000 HK$'000
FET T
Hong Kong a5 50,017 —
8. FINANCE COSTS 8. MEMAK&
Continuing Discontinued
operations operations Consolidated
REGEER RIEREER RE
2010 2009 2010 2009 2010 2009
“2-2% CZTTHhFE CB-ZF CZTTNF C-E-BF CITNE

HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$'000
TET THAT TET THET TR THET

Interests on: NTRBEZFE:
Bank loans wholly repayable BRAFREHERZ
within five years RITER - - - 649 - 649
Bank overdrafts RITEX - 48 - 52 - 100
Obligations under finance leases BEREEME - - - <) - <)
Effective interests on: UTEBZERFIE:
Convertible bonds AR ES 24,604 20,974 - - 24,604 20974
Promissory notes EREE 11,841 13,291 - - 11,841 13,291

36,445 34,313 - 791 36,445 35,104

SERXRBERLT o)
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Notes to the Consolidated Financial Statements
A SRR MY R

For the year ended 31 December 2010 #Z2=-2-SF+-A=1+—HIL5E

9. INCOME TAX CREDIT 9. MBHIER

Continuing Discontinued
operations operations Consolidated
REREEH RIEREEH &a
2010 2009 2010 2009 2010 2009
“g-8% CTTAF C¥-%F  CTIAF  CE-¥F  TINE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TET TET TR TET TR TET

The (credit) charge comprises: (Be)LLasE:
Hong Kong Profits Tax BANGEH
— overprovision in prior years - BEEERERRE - (34) = = = (34)
PRC Enterprise Income Tax (‘EIT’) REIGEFEH
([ EFHBEH])
— underprovision in prior years -BEEERETR - 7 - = = 7
- (27) - - - (27)
Deferred tax (note 26) BRI (it E26)
— Curent year -AEE (4,049) (1,409) - - (4,049) (1,408)
(4,049) (1,430) - - (4,049) (1,430)

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years. No provision for
Hong Kong Profits Tax has been made in the consolidated
financial statements since the Group has no assessable
profits in Hong Kong for both years.

Under the Law of the PRC on Enterprise Income Tax (the
‘EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25% for the year
ended 31 December 2009. No provision for PRC income
tax had been made in the consolidated financial statements
for the year ended 31 December 2009 as all of the PRC
subsidiaries had no assessable profits for the year then
ended. Subsequent to the disposals and deconsolidation of
subsidiaries during the year ended 31 December 2009 and
up to the date of this report, the Group had no operations in
the PRC.

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=

—EET-A=+-RALEE

9. INCOME TAX CREDIT (continued) 9. FRIEHER »)
The income tax credit for the year can be reconciled to the RAFEEA - TEHKRE EFHKEERA
profit (loss) per the consolidated statement of comprehensive wmA (EiE) JERWT
income as follows:
2010 2009
—E-F5F —EENF
HK$’000 HK$'000
FHE T T T
Profit (loss) before taxation: BB AR A (E5HE) -
Continuing operations FECEEL (29,620) (74,628)
Discontinued operations IR EET 50,000 (5612,472)
20,380 (687,100)
Tax at domestic tax rate of EERAFR165% (ZZEZEN
16.5% (2009: 25%) G :26%) T B ZBIA 3,363 (146,775)
Tax effect of expenses not deductible TR B H 2 B &
for tax purposes 1,177 173,025
Tax effect of income not taxable BAGHWAZ BT E
for tax purposes (8,263) (34,536)
Effect of tax losses not recognised AERHIEEEZE 3 7.434
Utilisation of tax losses previously A 2 Al AR TR 2 B IEEE
not recognised (329) (551)
Overprovision in respect of prior years 81T FE B FEEE = (27)
Tax credit for the year FEMEEL L (4,049) (1,430)

The domestic tax rate (representing Hong Kong Profits
Tax rate for the year ended 31 December 2010 and
PRC EIT rate for the year ended 31 December 2009)
in the jurisdiction where the operations of the Group is

substantively based is used.

10. DISCONTINUED OPERATIONS 10. &

Year ended 37 December 2009

As explained in note 7, the operating segments of sales
of electronic products and LCoS television were classified
as discontinued operations during the year ended 31

December 2009.

ZBABRE (EE
RIEFEZRENE
tTZ-A=

%) o

ﬁ«( ZA %i%

?Etﬁ%mﬁmﬁlw%éaﬁﬁﬂiﬁﬁ

—ZFEA+— H +—
mm REHZE
= E¢¢F2¢I¢¥% mm

BE-FFAF+ A=+ —HIFEE

BIEFE HE
BOBRRRIRERS-

ML BE

nE+=A=+—
T EmMNMLCOSER Z &L
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

—BET-A=t+-HLER

10. DISCONTINUED OPERATIONS

(continued)

The net assets of the discontinued operations at the relevant
dates of disposal of the Electronic Products Disposal Group
and date of deconsolidation of the PRC Subsidiary and
impairment of the Pacific Choice Remaining Group, other
than the subsidiaries disposed of as set out in note 31, were

as follows:

0. RIEREEFK »)

REEEFEMDESRE 2 EEH B RIUELR
AEHENBARIBHZ RILCEEE T EEF
{8 & Pacific Choicett N5 (IFES1FTEl 2 B
HEMBARBRIN BERT

Year ended 31 December 2009

BE-PRAFH-A=+-HL%E

Pacific Choice Group
Pacific Choice &8
Electronic Pacific Choice
Products PRC Remaining
Disposal Group Subsidiary Group Total
ETEM H Pacific Choice
HEEE Lhl=UNE BTIEE CEH
HK$000 HK$'000 HK$'000 HK$'000
BT THET FTHET FTHT
Net assets disposed of; ez EESE:
Investment properties REME 77,402 = = 77,402
Property, plant and equipment mE  BEREE 137,354 854 = 138,208
Prepaid lease payments BREE 14,304 = = 14,304
Intangible assets B EE - - 668,000 668,000
Goodwil HE - - 77,685 77,685
Inventories BB 68,164 2,730 = 70,894
Trade recelvables B 5 EWHIE 53,990 = = 53,990
Prepayments, deposits and other BRFE EE R
receivables H it MR 2,606 620 = 3,226
Bank balances and cash BITHEGERRS 27,210 4 - 27,214
Trade payables B o ENFIE (71,341) - = (71,341)
Accruals and other payables [EFTE AR EAM
FEfTFRIR (21,705) (3,487) - (25,192)
Derivative financial instruments TEERMIA (204) = = (204)
Tax payable [ERFiIR (21,980) = = @1, 980)
Bank borrowings RITIEE (54,170) - - (54,170)
Obligation under finance lease BEREEM (650) = = (650)
Deferred tax liabiliies EEHBERE (17,352) = (143,600) (160,952)
193,628 721 602,085 796,434
Exchange reserve realised EERE K (34,456) = = (34,456)
Gain on disposal & W 90,828 — = 90,828
Loss on deconsolidation of BHGA - E LA
a subsidiary ZEB8 - (721) = (721)
Impairment loss recognised in respect of HEERETEERR
goodwill and intangible asset ZREEE - - (602,085) (602,085)
Total consideration RELAHE 250,000 - - 250,000

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

10. DISCONTINUED OPERATIONS RIEREXER )

(continued)

Year ended 31 December 2009
BE_ZZNET-RA=1—HLEE

Pacific Choice Group
Pacific Choice & &
Electronic Pacific Choice
Products PRC Remaining
Disposal Group Subsidiary Group Total
EFEM H Pacific Choice
HEEE =N BHTIEE G
HK$'000 HK$'000 HK$'000 HK$'000
FET AT T T
Satisfied by: PONTESTE
Cash Re 250,000 - - 250,000
Net cash inflow (outflow) arising HEEEZHSRA
on disposal: Ofi) 358
Cash consideration BeRE 250,000 - - 250,000
Bank balances and cash disposed of HEZRITHEER
Be (27,210) = - (27,210)
222,790 - - 222,790
Net cash outflow arising on deconsolidation: BEGRAEEZRE
iitshes ol
Bank balances and cash derecognised BUBRER 2 8817
HERAS = @ = (4)
Net cash inflows (outflows) from RIMREEBEE 2
the discontinued operations; BEmA (R)
ik
Net cash inflows from RELEEB L
operating activities REMANFE 15,744 - = 16,744
Net cash outflows from REBEXEBZ
investing activities ReEmdFHE (306) = = (306)
Net cash outflows from REREXEKZ
financing activities RemibFE (1,471) = = (1.471)
13,967 - - 13,967
EREBXEEERAA
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

10. DISCONTINUED OPERATIONS RIEREEK #)
(continued)
The results, and the gain on disposal, loss on RZZBEFENEFE— A —H=xWERH (HME&E)
deconsolidation and impairment loss of the discontinued EHE /BUBRE/REZABA ISR
operations for the period from 1 January 2009, or date FERNHEXRIEEEER 2 W REUBER G R
of acquisition, if later, to the relevant dates of disposals/ IHEEEB o EBERERERERE (BT ALE
deconsolidation/impairment, which have been included in the E2EWER)OT
consolidated statement of comprehensive income were as
follows:
From 1 January 2009, or date of BE-EENF—-A—AxIWEAY
acquisition, if later, to date of disposal/ (HEZ) EH %/HR)“' =a,/ mE
deconsolidation/impairment 2 A&
Pacific Choice Group
Pacific Choice 58
Electronic Pacific
Products Choice
Disposal PRC Remaining
Group Subsidiary Group Total
ETER FE Pacific Choice
HES WEAR BTE &t
HK$'000 HK$'000 HK$'000 HK$000
THT AT THT BT
Revenue A 90,787 - - 90,787
Cost of goods sold EEKAR (78,072) = = (78,072)
Other income Hftr g A 209 - - 209
Administrative expenses THE S (10,302) (1,944) - (12,246)
Distribution costs DIHER (945) = = (945)
Fair value changes on derivative financial fTHEERIA Y
instruments ATEED 564 = = 564
Finance costs BB A (791) = = (791)
Profit (loss) of discontinued operations for the  #% [FAF & 76 7 R Hi]
period aA (B1]) 1,450 (1,944) - (494)
Gain on disposal i E e 90,828 - - 90,828
Loss on deconsolidation BUB&R G B = (721) = (721)
Impairment loss recognised in respect of HEERENEAERR
goodwill and intangible asset ZREER - - (602,085) (602,085)
92,278 (2,665) (602,085) (512,472)
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

10. DISCONTINUED OPERATIONS RIEREEK #2)
(continued)
Year ended 31 December 2010 BEZ_—_F—FF1-_HA=+—HILF
E

As set out in note 18, impairment loss recognised in respect SIS E HE—_TENF+_A=1+—
of the intangible asset of the Pacific Choice Remaining B I * §tPacific Choicefk T B EF & EMER
Group during the year ended 31 December 2009 was ZREEBEEERAFERNEERTREL ¢
reversed during the year in profit or loss amounting to /50,000,000 7T * WE FTARFE R B K IEK
HK$50,000,000, and included in the profit for the year from SR ZEMA

discontinued operations.

FEREXEEARLA 98
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11. PROFIT (LOSS) FOR THE YEAR

TET-A=+—RLER

1. ZFERA (FE)

Notes to the Consolidated Financial Statements

IN=R R LR

For the year ended 31 December 2010 #Z=-%—

Continuing Discontinued
operations operations Consolidated
FERLEER RIEQEEE &8
2010 2009 2010 2009 2010 2009
—E-ZF CZTTNF CZE-TF CZITNF -E-ZF CZITNF
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
TET TAT TET TAT FET TAT
Profit (loss) for the year has been amved ~ NEE R F (&518) &405%
at after charging (crediting): (3T A) FHIPE B &5
Directors' remuneration (note 12) g2 (FizE12) 750 789 - - 750 789
Other staff costs HEthBTRA
— Salaries and other benefits —E& REMmBEN 495 18,012 - 15,214 495 33,226
— Retirement benefits scheme — RFEFIGT B3R
contribution 24 455 - (204) 24 251
519 18,467 - 15,010 519 33,477
Total staff costs EIKAEE 1,269 19,256 - 15,010 1,269 34,266
Audttors' remuneration ZHMME 780 530 - 197 780 727
Depreciation of property, plant and NE BERRERTE
equipment
— Owned assets -BEAE 4 8,980 - 3,882 4 12,862
— Assets held under finance leases -REBERERFZ
BE - - - 445 - 445
Release of prepaid lease payments BRBENBEMNK - %8 - 62 - 160
Impairment loss recognised in respect of & B BN FIBRER
trade receivables mEEE 2,030 614 - 1,542 2,030 2,166
Cost of inventories recognised as RERALZFERAE
expense 22,370 54,043 - 78,072 22,370 132,
Written down of obsolete and slow RERBHFEMR
moving Inventories - 12 - - - 12
Rental expenses HeF% 492 1,556 - 55 492 1,611
Loss on disposal of properly, plantand ~ HEWE  BiE kREESE
equipment - 287 - - - 287
Falr value gain of derivative financial TESRIANTERE
instruments - - - (664) - (664)
Exchange loss SNEEE - - 446 - 446
Exchange gain SNE Y23 - (299) - = - (299)
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

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

The emoluments paid or payable to each of the ten (2009: ENREM T (ZEENF : + UML) ES
fourteen) directors were as follow: BRHMESIT
(a) Directors’ remuneration (@) EBHM

For the year ended 31 December 2010 BE-Z—ZF5+-HA=+—HLEE

Other emoluments

Hit <
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
5K RIKEF
ok HiEH TEIHEX Ch
Notes HK$’000 HK$’000 HK$’000 HK$°000
Btk TET TET TET TET
Executive directors: WITES:
Mr. Sun Ying Chung ETREAE (@) - - - -
Mr. Chan Sung Wai BReBEE (@) - - = =
Mr. Wong King Lam, Joseph ERRLE () 325 - 12 337
325 - 12 337
Non-executive directors: FHTES:
Mr. Lee Kwok Leung FEBRLE 120 - - 120
Mr. Yang Yiu Chong, Ronald BRREE
Jeffrey 120 - - 120
240 - - 240
Independent non-executive BT
directors: BE:
Mr. Lum Pak Sum WEZREE (©) 60 - - 60
Mr. Law Chun Choi BEMESE (d) 42 - - 42
Mr. Mak Ka Wing, Patrick BRERE (d) 42 - - 42
Mr. Ho Lic Ki MNERE (e) 13 - - 13
Mr. Chan Siu Wing, Raymond BRIk &8 55 4 i} 16 - - 16
173 - - 173
Total emoluments Eaal Fk 738 - 12 750
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

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

(@) Directors’ remuneration (continued)

12.EEFMEBESHEE »)

(a) EEFM =)

For the year ended 31 December 2009 BE_ZZNhF+-_A=+—HLFE
Other emoluments
Hife
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
Hek RINEF
e Hin@H FTEI R At
Notes HK$'000 HK$'000 HK$'000 HK$'000
{3 THT T T BT
Executive directors: HITEE:
Mr. Sun Ying Chung FOTRELAE (a) - = - -
Mr. Chan Sung Wal BeErE (a) - - - -
Mr. Wong King Lam, Joseph ~ ER &AL (b) 72 - - 72
Mr. Tong Shek Lun EHBLE © - 302 15 317
Mr. Chim Kim Lun, Ricky ERl&kE ) - = = =
Mr. Cheng Kwok Hing, Andy ~ EFEI& % 4 (i = = = =
72 302 15 389
Non-executive directors: FNITES:
Mr. Lee Kwok Leung FEBRLE 120 = = 120
Mr. Yang Yiu Chong, Ronald 5 B R4
Jeffrey 120 = - 120
240 - - 240
Independent non-executive BUFWTES:
directors:
Mr. Lum Pak Sum WEHRLE ) 40 = = 40
Mr. Wan Hon Keung BEBTE 0 48 = = 48
Mr. Tse Yuk Kong SBTEE ) 4 = = 4
Mr. Chan Siu Wing, Raymond BRIk %4 ] 45 = = 45
Mr. Sun Yaoquan BR2EE () 10 = = 10
Mr. Goh Gen Cheung ERHLE (m) 13 = = 13
160 - - 160
Total emoluments el Faka 472 302 15 789
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e MR

For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HBIL5E

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

(@) Directors’ remuneration (continued)

Notes:

(@) Mr. Sun Ying Chung and Mr. Chan Sung Wai were
appointed on 16 April 2009.

(b) Mr. Wong King Lam, Joseph was appointed on 12
October 2009.

(c) Mr. Lum Pak Sum was appointed on 28 April 2009.
(d) Mr. Law Chun Choi and Mr. Mak Ka Wing, Patrick were
appointed on 22 April 2010.

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

(f) Mr. Chan Siu Wing, Raymond was appointed on 2
April 2009 and resigned on 7 April 2010.

(@) Mr. Tong Shek Lun resigned on 2 March 2009.

(h) Mr. Chim Kim Lun, Ricky resigned on 16 April 2009.

(i) Mr. Cheng Kwok Hing, Andy resigned on 22 April
2009.

)} Mr. Wan Hon Keung resigned on 31 December 2009.

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

() Mr. Sun Yaoquan resigned on 1 February 2009.

(m)  Mr. Goh Gen Cheung resigned on 9 February 2009.

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.

12.EEFMEBESHEE »)

EEHM 2
B 5

@) FOIRAARERREBAER-_TTAF
MA+ R NEERE-

b)) BERREER-ZZZAFTA+-BE
ZiEe

© MEREERZZZAFHA=+NHE
ERE-

0 BEVEERBERBEER-_ZT—ZF
MA-+-—HEZE-

6 [AHEEXER-"T-—TF-ATHEE
ZEYER—F-TFNANARE-

YRR — BN A+ EHE-

0 EBBEER_ZSTAF=A_BFT-

h ERlsEERZZETAENA+ASHE
£

() BEEEENR-ZZEAFHMA=-+=H
Br{E-

0) BEREEN_ZETNF+ -_A=+—
B BHE -

K BEIEER-ZZEANF=A-_BEZ
FEYER_TZBAFHA =+ N\BEE-
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

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

(b) Five highest paid employees

Of the five individuals with the highest emoluments
in the Group, three (2009: nil) were directors of the

12.EEFMEBESHEE »)

b) EluEEFHES
EARBANSEHFALH = (=F
TAF EM)RAAAES BEZMS

Company whose emoluments are included in the BEREX -BTRU(ZZTEZENF: R

disclosure above. The emoluments of the remaining )AL ZBESOT:
two (2009: five) individuals were as follows:

2010 2009

—E-FF —EENF

HK$°000 HK$'000

FERT TAT

Salaries and other benefits & H 42 F 398 1,272

Retirement benefits RIKEF 19 49

417 1,321

The emoluments of the two (2009: five) highest paid
employees were within the following band of nil to
HK$1,000,000 during the year.

13. DIVIDENDS

No dividend has been paid or declared during each of the
year ended 31 December 2009 and 2010. The directors
do not recommend the payment of a final dividend for 2010
(2009: nil).
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=

14. EARNINGS (LOSS) PER SHARE

(a)

For continuing and discontinued

operations

—EET-A=+-RALEE

(a)

The calculation of the basic and diluted earnings (loss)
per share from continuing and discontinued operations
attributable to the owners of the Company is based on

the following data:

Bm=

14. SR EF (FHE)
MIFE

REXBRELEEER

ARRIHEBABERBERERH /KL

s
K

EBzBREAREERN (BR)

TR T BREHE

2010 2009
—E-FF —ZETNF
HK$’000 HK$'000
FHET T T
Profit (loss) i Fl (78 )
Profit (loss) for the purpose of RETEEREREF (BE) 2
basic earnings (loss) per share | (EER) 24,429 (585,670)
Effects of dilutive potential BrEEEEBRR E:
ordinary shares:
Interest on convertible bonds AMRRREH T B
(net of tax) (MRRTRIE) 20,544 17,514
Profit (loss) for the purpose of MEESREERT (FBE) <
diluted eamings (loss) per share A (EE) 44,973 (568,156)
2010 2009
—ET—FF —ETNF
Number of shares B2
Weighted average number AT EERERRESEF
of ordinary shares for the (BE) 2EBRINETHE
purposes of basic and diluted (AF&tE)
earmings (loss) per share (in
thousands) 702,356 699,616
FRELEEMERAT

e L
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

14. EARNINGS (LOSS) PER SHARE

(continued)

(b) From continuing operations

The calculation of the basic and diluted earnings (loss)
per share from continuing operations attributable to
the owners of the Company is based on the following

14. BRER (BE) &)

(b) REFELERK

ARREBARERBEREXRBZEK
EXREFRN (BR) HIZ TR

=i

data:
2010 2009
—E-EfF ZETNF
HK$’000 HK$'000
FTEx T
(restated)
(#£E7)
Loss B8
Loss for the purpose of METEERENEE 2 EE
pasic loss per share (25,571) (73,198)
Effects of dilutive potential BEESE AR TE:
ordinary shares:
Interest on convertible bonds AMRRREHF B
(net of tax) (FOERFHIA) 20,544 17,514
Loss for the purpose of diluted AT EGRE EEE EE
loss per share (5,027) (55,684)

The computation of diluted eamings (loss) per share
from continuing and discontinued operations does not
assume the conversion of the Company’s outstanding
convertible bonds since their exercise would result in
decrease in loss per share from continuing operations
for the year ended 31 December 2010 and 2009.

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

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

14. EARNINGS (LOSS) PER SHARE 14. BRER (BE) &)

(continued)

(c) From discontinued operations (restated) (c) RERILKEXER (KEH)
Basic and diluted earnings per share from the RERIEREEB  BEREAREER
discontinued operations is HK7.12 cents per share FAEERTI2BW(ZEENF K
(2009: basic and diluted loss per share of HK73.25 EARARBEBIB73.25F M) - IREAR
cents per share), based on profit for the year from RABEBEABLREREREXEBTE
the discontinued operations attributable to the owners & 150,000,000 70 ( ZZZ N6 : B8
of the Company of HK$50,000,000 (2009: loss of 512,472,000 7T ) & Lt G iR E AR & F)
HK$512,472,000) and the denominators detailed (BHB) 2D tETHE -

above for basic eamings (loss) per share.

15. AVAILABLE-FOR-SALE INVESTMENT 15. At HEK &

As set out in notes 3 and 30, the Group lost the control ﬁﬁﬂﬁTiIB&SOﬁﬁﬁ AEEBKRERT BB
over the PRC Subsidiary and it had been deconsolidated AEIZEFIEMEER="EZENF+=-A—H8
from the consolidated financial statements of the Company BARRAZEBVBEHRERATUELERE AR E
on 1 December 2009. The PRC Subsidiary has therefore bt FEB AR B EHAR R ER A
been recognised by the Company as an available-for-sale HEKRE-

investment since then.

SERXXBERDT o
e L
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Notes to the Consolidated Financial Statements
A SRR MY R

For the year ended 31 December 2010 #Z2=-2-SF+-A=1+—HIL5E

16. PROPERTY, PLANT AND

EQUIPMENT AND PREPAID LEASE

PAYMENTS

(@) Property, plant and equipment

16. % BERREBEUARANEE

(@ Y% BERRKE

Plant Furniture,
machinery fixtures and
Leasehold and office Motor
Buildings improvements moulds equipment vehicles Total
HE BE HR EER
B MELE BERERE  BOERE RE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
COST 2%
At 1 January 2009 RZZZHhE—A—H 23,709 6,890 50,224 14,218 1,116 96,157
Additions WE - 159 1,067 21 1,307 2,544
Acquisition of subsidiaries WERBAR - 1,268 - - - 1,268
Deconsolidation of a subsidiary BEGRe—RNBAR = (854) = - - (854)
Disposal of subsidiaries HERBAR (23,709) (7,459) (49,816) (14,143) (2,429) (97,544)
Disposals HE - (10) (1,465) (96) = (1,571)
At 31 December 2009 RZZENF+=A=+—H - - - - = -
Additions NE - - - 21 - 21
At 31 December 2010 RZE-Z4+-A=1—H - - - 21 - 21
DEPRECIATION E
At 1 January 2009 R=ZENE—F—-H = 935 28,190 12,673 683 42,481
Provided for the year REERE 641 2199 5273 1,025 665 9,803
Eliminated on disposals TS - = (544) (94) = (638)
Disposal of subsidiaries HENBAR (641) (8,134) (32919) (13,604) (1,348) (51,646)
At 31 December 2009 R=ZFENF+-A=1—H - - - - - -
Provided for the year REERE - - - 4 - 4
At 31 December 2010 i e e e - - - 4 - 4
CARRYING VALUES BEE
At 31 December 2010 R-Z-Z%+-A=1+-H - - - 17 - 17

At 31 December 2009

R-TENET-A=1-B

Karce International Holdings Company Limited
Annual Report 2010



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=

16. PROPERTY, PLANT AND
EQUIPMENT AND PREPAID LEASE
PAYMENTS (continued)

17.

(a)

Property, plant and equipment
(continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis, after taking into
account of their residual values, at the following rates
per annum:
Buildings Over 80 years or the lease
terms of the relevant
land, if shorter
Leasehold improvements  25%
Plant, machinery and 12.5% — 25%

moulds

Fumiture, fixtures and 25%
office equipment

Motor vehicles 25%

Prepaid lease payments

The entire balance of prepaid lease payments of
the Group have been disposed of together with the
subsidiaries classified as discontinued operations set
out in note 10 and other subsidiaries set out in note 31
during the year ended 31 December 2009.

CLUB DEBENTURE

The entire amount represented the entrance fee paid to a
golf club held on long-term basis which has been disposed
together with the subsidiaries as set out in note 31 during
the year ended 31 December 2009.

—EET-A=+-RALEE

16. % BEERRERANES
(%)

() ME BERRXE &)

btz B kR EE B &R MERE
B BERUTHLRAERENE:

BF BS0F KR L iH
HimE 2z
BEE
HEMEKE  25%

[R5 s MRE 12.56% — 256%

R -EE R 25%
PWAERAE
RE 25%
(b) FESHAE
HE-_TTNF+_A=1+t—HILFE"

AEBBEMEASHRZEHBAEES L
AR P TS 2 B A R (AT EE10FT
BOREMWE QT (WM E31F7E) —
RS-

BRES

EEBOA-—HESRRAREXNZIASE:
BEERPEERE ZEFERBE_TTNF
T A=+—BRULFERNEMNBRF—RLEE
(B FEST) o

17.

EEREREERAT
e L
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Notes to the Consolidated Financial Statements

ire MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

18. INTANGIBLE ASSET 8. BILEE

Patents
=
HK$'000
T
CARRYING VALUE BREE

At 1 January 2009 R-_EZHhE—H—H =
Acquired on acquisition of subsidiaries (note 29) EUENBE AT mEA (M:E29) 668,000

Impairment loss recognised in profit or loss RNIBRP R BEESE (K:E10)

(note 10) (668,000)
At 31 December 2009 m:ggﬂ¢+:ﬂ =+—H _
Reversal of impairment loss recognised in PRIBZS P FER 2 R B B BB o]

profit or loss 50,000
At 31 December 2010 R-EBE—=FEF+_-_H=+—H 50,000
On 15 January 2009, the Group acquired the Pacific Choice R-ZEZNF— A+ EHB  KA&EB U EEPacific

Choice( & (L[ 5F20FTE,) B A B EHE
HEMRMABREFEERRQE ([FR4A R

Group as set out in note 29, the fair value of the intangible
asset was valued at approximately HK$668,000,000 by

Messrs. B.I. Appraisals Limited (‘B.I. Appraisal”), independent
qualified professional valuers, at that date based on
discounted cash flow method.

The intangible asset comprises 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 Group’s intangible asset was to be amortised
on a straight-line basis over the estimated remaining useful
life of ten years. No amortisation is made for the year ended
31 December 2009 since the LCoS television business has
not yet commenced before it is fully impaired during the year
ended 31 December 2009 as set out in notes 3, 10 and 30.

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements

ire SR MR

For the year ended 31 December 2010 #Z=

18.

19.

INTANGIBLE ASSET (continuec)

As set out in note 2, the Company entered into the Disposal
Agreement with an independent third party pursuant to which
the Group would dispose of the entire interest in Sourcestar
and the Pacific Choice Group and a non-refundable deposit
amounting HK$50,000,000 has been received subsequent
to the end of the reporting period. The directors determined
that since the principal asset of the Pacific Choice Group
was the patents used in the manufacturing of LCoS
television and related components, the non-refundable
deposit serves as a clear evidence of an increase in net
realisable value of the Group's intangible asset and the
impairment loss recognised during the year ended 31
December 2009 is therefore reversed by such amount of
HK$50,000,000. In the opinion of the directors, the carrying
amount of the intangible asset will be recovered principally
through the proposed disposal as set out in note 2.

—EET-A=+-RALERE

8. B EE #)

WM EECFT S A EEE— BB E = HEIMH
Sz B - ANEBE & Sourcestar & Pacific
Choice R Bl z 22 MR R E KRB E I
B A #50,000,0008 T2 N T REEE -ES
M F - B W Pacific Choicel e Bz TEEE AL
ELCoSER MBS HEATER ZEF AT
RERSBASEEFEEZ A1 FEE N
ZHBEEER MBEEZ_TTAF+_A=1+—
BLEFEZERRREBERMEAEHEEE
50,000,000 T #Rl - EFR A BV EE IR
HAESEEEBRERDLE (M EopTHEL) = -

GOODWILL 10. &
HK$'000
FET
CARRYING AMOUNT ,EEE{E
At 1 January 2009 R_ZZTZTAF—-—A—H -
Acquired on acquisition of subsidiaries (note 29) & Us & MTJ% 7 A (FizE29) 77,685
Impairment loss recognised in profit or loss =y BEEE (HFE10)
(note 10) (77,685)
At 31 December 2009 and 2010 R=ZZR —B-FfF
+=-HA= H -
As set out in note 29, the entire balance of goodwill of the WMo AEEF B 22 HBETFHER

Group was arising on acquisition of the LCoS television
business through acquisition of the Pacific Choice Group.
For the purpose of impairment testing, goodwill and
intangible assets of the Group as set out in note 18 are
allocated to the cash-generating unit of LCoS television
which is expected to benefit from the above-mentioned
goodwill and intangible assets. The fair values of goodwill
and intangible assets were valued by B.l. Appraisal at the
date of acquisition of the relevant business and have been
fully impaired during the year ended 31 December 2009.

1% 38 Y B& Pacific Choicefs B W ELCoSER
EBELE-RREARATES A5E2BHER
ERVEE (WM 18E) gEsREEHRE &
MEERENEEX B ZILCoOSER 2HSE
EBEN - RIARBRTHEEEREREEZA
FERKERBEESHBETHE MEBA
FTERBE_ZZENF+_A=+—HLEE
2EURE -

EEREREERAT
e L
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

20. INVENTORIES

21.

The entire balance of inventories of the Group have been
disposed of together with the subsidiaries not classified as
discontinued operations set out in note 31 during the year
ended 31 December 2009.

—BET-A=t+-HLER

20. &

BE-_TTAS+-ASt+—AIL5E A%
BEFREZ24EBRAD B AR IIKEET
ZMBAR (MM FESIFTE) —REE-

Movement in the write down of obsolete and slow moving PREE ROE T MU 2 S BB T
inventories is summarised as follows:
HK$'000
FB7T
At 1 January 2009 RZZEZNF—H—HR 1,932
Write down of obsolete and PR & N 8 17 B URL
slow moving inventories 12
Disposal of subsidiaries HEW B A A (1,944)
At 31 December 2009 and 2010 RZZEENFRZ TF
+=—A=+— EI -
TRADE RECEIVABLES 21. EG B RIE

The Group generally allows an average credit period of

AEBE-RETHESEFPFH0RZEER

30 days to its trade customers. An aged analysis of trade Hl o bR 5t & 5 FE W SRIBE R ﬂfﬁﬁiﬁﬁﬁﬁ

receivables, net of provision for impairment loss recognised B2 B S RNFIALEE R HET ZRRDT
in respect of trade receivables, based on the invoice date, is PNE

as follows:

2010 2009

—E-ZF —ETNF

HK$’000 HK$'000

FHET TAIT

0 - 60 days 0Z60H 4,883 5,366

61 - 90 days 61%90H 1,042 1,699

Over 90 days B0 H = 1,173

5,925 8,238

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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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

21. TRADE RECEIVABLES (continueq) 21.

Included in the Group’s trade receivable balance are debtors
with an aggregate carrying amount of HK$1,042,000 (2009:
HK$2,872,000) which were past due as at the reporting date
and for which the Group has not provided for impairment
loss because management is of the opinion the fundamental
credit quality of these customers has not deteriorated. The
Group does not hold any collateral over these balances. The
average age of these receivables is approximately 90 days
(2009: 90 days) for the year. Aging of trade receivables,
pased on the payment due date, which is past due but not
impaired, is as follows:

EZEWRFIE &)

AEBZEFRERARBELATRIELREE
1,042,000 7 ( ZEZNF : 2,872,000/8 7T )
ZEE BRRERRE ST A EAEE
TEAENRBESE BEEEBRAE %%
BEEZENCHERWEEZE - ANEBIW E5
ZEETRFATMARTR ZERKFERE
N2 FHEREBEH AR (ZZETNFE:90H) o
EEHEY ERE 2 E 5 EWRFERE B3R
BZERE&EDHTOT :

2010 2009

—E—FF ZETNF

HK$’000 HK$'000

FHE T BT

0 — 30 days 0&230H 1,042 1,699
Over 30 days B @30 = 1,173
1,042 2,872

Before accepting any new customer, the Group assesses
the potential customer's credit quality and defines credit
limits by customer. Limits attributed to customers are
reviewed periodically.

Movement in the provision for impairment loss recognised in
respect of trade receivables is as follows:

REMERFELH AEELHEEERR
ZEERER YEBEERFZEERBE TP Z
[REEE BT e

EHRWKBEZEBAMEBEREZSH N
T

2010 2009

—E-=fF —ETNF

HK$’000 HK$'000

TR T

Balance at beginning of the year REH 2 417 1,288 1,915

Impairment loss recognised during FAEERREERE

the year 2,030 2,156

Amounts written off as uncollectible OLIE QENOE 6=kt (442) (70)
Reversal of impairment losses BEEERLD (1)

Disposal of subsidiaries HEKBA A = (2,713)

2,875 1,288

SEEEEMERA T
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

21.

22.

—BET-A=t+-HLER

TRADE RECEIVABLES (coniinueq) 21. ESERFEIE (%)
In determining the recoverability of a trade receivable, the TREEZERBGRIB Z AN EER  NEE S
Group considers any change in credit quality of the trade ZEARVEBETEEEHRITEREHRAE
receivables from the date credit was initially granted up to FERFEBZEMEEEZEH RNEET
the end of the reporting period. Provision for impairment ENF+_A=1+—BLEFE B HEIKK
loss recognised during the year ended 31 December 2009 BRERZBEBERENENRE HREE
in respect of trade receivables are individually impaired BUBB IR EY R - REE W EFZ
which have either been placed under liquidation or in severe SHEBFEEMIEER-
financial difficulties. The Group does not hold any collateral
over these balances.
The Group’s trade receivables that are denominated in LAEBEBER N EE NN EBHEZ
currencies other than the functional currencies of the relevant REEE ZEWKIBSHINAT
group entities are set out below:
2010 2009
—E-EfF ZTTNF
HK$’000 HK$'000
FTET FBTT
usD ET 2,444 706
RMB ARE - 364
2,444 1,070
BANK BALANCES AND CASH 22 RITEEFERRE

Bank balances comprise short-term bank deposits with
original maturity less than three months carry interest
at 0.01% (2009: 0.01%) per annum. The Group's bank
palances that are denominated in currencies other than the
functional currencies of the relevant group entities are set out
below:

RITEFRERIES A DR =(EA 2 HRTT
R BEMR001% (ZFTNF:001%) 5
B UHEAKREERBZEEE AN BT
BZARBERITERIEINAT :

2010 2009
e i —EENF

HK$’000 HK$'000

FH T T8 T

UsD ETT 278 829

Karce International Holdings Company Limited
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

23. TRADE PAYABLES 23. EZENRE

2010 2009
—E-EfF —ETNF
HK$’000 HK$'000
TET T
Trade payables 2 5 FER A 1,196 127
An aged analysis of trade payables, based on invoice date, BSRMNREBEREEZEAHET ZRES TN

is as follows: T:
2010 2009
—E-=fF —ETNF
HK$’000 HK$'000
FET T
0 - 60 days 0£260H 1,192 -
61 — 90 days 61&90H 4 _
Over 90 days #EE90H = 127
1,196 127

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

NHEREEER 2N ER AN ERFELZ

AEBEZRNFAERINAT

2010 2009

—E-FF —ETNF

HK$’000 HK$'000

FHBT T T

UsD ETT - 68

The average credit period for payment of purchase is 60 REMNZRZFEHEERROOKR AEEEHIF]

days. The Group has financial risk management policies in R RERRE AR E BAHIESR
place to ensure that all payables are settled within the credit EEHRNEHE-

timeframe.
EREBXEEERAA
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

—BET-A=t+-HLER

24. PROMISSORY NOTES

As set out in note 3, on 15 January 2009, the Group issued
promissory notes of HK$375,000,000 at zero coupon rate
as part of the consideration for acquiring the entire issued
share capital of Pacific Choice Group. The effective interest
rate was 16% at the date of grant.

On 16 February 2009, the Group and the bearer of the
promissory notes agreed that upon 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 been made on 19
February 2009.

On 26 April 2010, the Group and the bearer of the
promissory notes has agreed to extend the maturity date
from 14 January 2011 to 14 January 2012. A gain on
extension of maturity of promissory note of approximately
HK$11,908,000 is recognised in profit or loss.

24, R HEE

MM ESHTE R=_ZEZENF—A+HA &%
EZETRERR 1%*17375 000, 00078 Tt 2
HEZ > LAYBEPacific Choice® B 2 2 2 2 2%
TR -REEHBEZERFEE16% -

RZEBEZNF A+ 8 AEERELER
%%:‘TEAEH:‘ firf 1 BR 12 {8 38 250,000,000/%
70 Bl R =B AK€ 58 2 10% (B137,500,000
,%m)ﬂq%&mﬁ BAEEMA -EEERZ=Z
TAFE-_ATNLA#ET

RZE—ZFFNA -+ B AEEREALE
BRHAEAERERIHBER-_ZE—F—A
+THBEERZ-"ZE——F— A+ WA - &KX
HERIEBE 2 U5 4911,008,0005 LA 8 28
Wﬁﬁﬁns\

The movements of the promissory note are as follows: EAEEBRZEEFHNT
2010 2009
—E-EfF ZETNF
HK$’000 HK$'000
FTHET T
Carrying amount at the beginning of FH) 2 REE
the year 75,031 -
At initial recognition )85 T 3R = 278,686
Early redemption (notes i and iv) & @ ( B 5 Kiv ) - (188,649)
Cancellation in respect of early FIRF R Mk (I Eikiv)
redemption (notes ii and iv) - (28,297)
Extension of maturity (notes i and iv) A e B (B & Kiv) (11,908) =
Interest charged (note 8) R 2 F 2 (KzEs) 11,841 13,291
At 31 December 2010 R-ZE—ZTF+_A=+—H 74,964 75,031
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=

24. PROMISSORY NOTES (continued)

Notes:

(i

)

(v)

Loss on early redemption of promissory notes during the year
ended 31 December 2009 was derived from the difference
between the principal amount redeemed of HK$250,000,000
and the carrying amount of HK$188,649,000 at the date of
redemption.

Gain on cancellation of promissory notes during the year
ended 31 December 2009 was derived from cancellation of
the carrying amount at the date of cancellation.

Gain on extension of the maturity of the promissory notes
during the year ended 31 December 2010 was derived from
the change in carrying amount of the promissory notes at the
date of extension.

At each of the dates of early redemption and extension of
maturity of the promissory notes, the then carrying amounts
were recalculated by computing the present value of
estimated future cash flows using the original effective interest
rate.

—EET-A=+-RALEE

(i

)

(v)

24, A A EE (@)

FiE :

REBEZE-_ZEFTAF+_A=+—HBHILtFE
NiERBREEALZEEBE DARERZ
7K £250,000,0007 ;L B2 fE B A 8 2 BR A B
188,649,000 Tt 2 = FBFTEE & ©

EHRARE-FEAFT-AS+-ALER
o2 U BRI T 50 54 ) 0 SR 1
P -

EERNBE_ZT-ZTF+t_A=1T—HLFE
WZ%RKFH%EWmB$FLEE%$E
EZBPTES-

RN B SR FHER B HEERTEHE
ER 2 EEERGES GG ARESRER
REBRMNEEFHEH -

EEREREERAT
e L
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25. CONVERTIBLE BONDS

Zero-coupon Tranche 1 Bonds due 2014

As set out in note 3, 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, as part of the consideration for acquisition of the Pacific
Choice Group. The Tranche 1 Bonds are convertible into fully
paid ordinary shares with a conversion price of HK$0.4 per
share, subject to adjustments.

Upon full conversion of the Tranche 1 Bonds at the
conversion price of HK$0.4 per ordinary share of the
Company, subject to adjustments, a total of 750,000,000
new ordinary shares, as at 31 December 2009 and 2010,
would be issued by the Company upon the exercise of the
conversion rights attached to the Tranche 1 Bonds. The
Company shall redeem any convertible bonds which remain
outstanding on the maturity date at its principal amount.

None of the Tranche 1 Bonds were converted from the date
of issue to the end of the reporting period.
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25. IR RESF
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

25. CONVERTIBLE BONDS (coniinued) 25. AR ES (#)

Zero-coupon Tranche 1 Bonds due 2014
(continued)

The convertible bonds contain liability and equity
components. The effective interest rate of the liability
component is 14% per annum. The equity component is
presented under the equity heading of “convertible bonds
reserve”.

The fair value of the liability component of the convertible
bonds at the issue date was valued by an independent
valuer 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 movement of the liability component of the convertible
bonds for the year is set out below:

R-CZE—NFIHzEF-HETEE
% (&)

ABBREFESREESI D -BER D2
BERFEMER14% - B0 ARERIA N Z [7]
BmERESHE] 25

ABmREFBEBNRETHRAZATERS
Sk ERD IR R & FE AT R IR & SR TR 1T T 45 7
ZZEEEEZHEHEEﬁfﬁﬁmﬂjzfﬁﬁﬁﬁ?ﬁrﬁ°

AHRBREFBEHNRAFEARN ZEH TN
T

2010 2009
—E—FF —ETNF
HK$’000 HK$'000
FET T

Carrying amount at the beginning of FYREE
the year 176,785 -
Issue of Tranche 1 Bonds BITE—HES - 155,811
Interest charge (note 8) MR 2 A8 (KiEE8) 24,604 20,974
Carrying amount at the end of the year ~ FREREE 201,389 176,785
RREXEEERAT

e L
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26. DEFERRED TAX LIABILITIES

—BET-A=t+-HLER

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

EAER IR & E

AEERRZEIBRERBEBERERAFEE
FBEFRERAZEEHFBAOT

Revaluation Intangible ~ Promissory  Convertible
of properties assets notes bonds Total
MEEHR BREE REEE  TRERES o
HK$000 HK$'000 HK$ 000 HK$'000 HK$'000
T THT THT THT THT
At 1 January 2009 RZZZNE-HA—H 3,182 = - = 3182
Charge (credtt) to proft or loss ne (GIA) B
— Issue of promissory notes ~BIRLER - - 15,892 = 15,802
— Derecognised in relation to early —HRPEEALEEM
redemption of promissory notes HUBHER = - (10,129) = (10,123)
— Derecognised in refation o —FE R R EMEERR
cancellation of promissory notes - - (1,518) = (1,518)
~ Release upon amortisation of ~FREERFEEEH
promissory notes and convertible RREERBR
bonds under effective interest MHEREREEE
method - - 2193 13.461) (6,654)
- - 2,058 13.461) (1403)
Charge 1o equity - Issue of ERANG-#{TakES
convertiole bonds - - - 23,791 23,791
- - 2,008 20,330 22,388
Disposal of subsidiaries (note 31) HERBAR (k1) (3,182 = - = (3,182)
Acquired on acquisition of subsidiaries AR B A RIREVG - 143,600 - - 143,600
Impaiment loss recognised in profitor ~ B RER 2 HESE
loss (note 10) (KzE10) - (143,600) - - (143,600)
At 31 December 2009 RZZEENET-A=1—-H - - 2,058 20,330 22,388
Charge (credit) to proft or loss Ak (GrA) &
— Recognised in relation to extension of  —HERAL ZE /L A MAER
the maturtty of the promissory notes = = 1,964 = 1,964
— Release upon amortisation of —FREERFEEEH
promissory notes and convertiole FAFEREA
bonds under effective interest HRRESERER
method - - (1954) (4,059 6013)
- - 10 (4,059 (4,049)
At 31 December 2010 R-E-SF+-A=+—H - - 2,068 16,271 18,339
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

26. DEFERRED TAX LIABILITIES (coninve) 26. IEZERIBEEE (2)
As at 31 December 2010, the Group has unused tax losses R_ZE—ZFTF+_A=+—H KKEET

of approximately HK$10,175,000 (2009: HK$12,149,000)
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.

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008. Deferred taxation has not
been provided for in the consolidated financial statements
during the year ended 31 December 2009 since all of
the PRC subsidiaries of the Company were loss-making.
Subsequent to the disposals and deconsolidation of

H%LHR%EIf%m%'JZiEEJU%TRIEJEHE%@E
10,175,000 7T (ZZE T N4 : 12,149,000/
TL) c AR REETEET B2 S F - S B RERIEIE
HIBEE -BEEEN BRALEE-

REFECEMABHE BT N\F—A—
B2 - 78 g o B BT B & B AR R ER 2 0 A T B R
ZEREBEFEINH AR AR BURFENE
HMEBARGERER RAARNBE_FTT
NE+T A=+ HLEFEARGEMBERER
EHBE - RBEE_ZEAFt+ _A=1t—H
HFEEHERBUARANBRRRREEARR

subsidiaries during the year ended 31 December 2009 and SR AEERF RS EETEE
up to the date of this report, the Group had no operations in
the PRC.
EREXEEERLT
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Notes to the Consolidated Financi
A SRR MY R

For the year ended 31 December 2010 #Z2=-2-SF+-A=1+—HIL5E

27. SHARE CAPITAL

al Statements

27. IR A

Number of
shares Nominal value
BHEE BREE
'000 HK$'000
TI% F&7T
Ordinary shares of HK$0.1 each FREEL 1B T E B
Authorised: JATE
RZZTZENFE—H—8-
At 1 January 2009, 31 December —EENER-_TE—TF
2009 and 2010 +=—A=+—8H 2,000,000 200,000
Issued and fully paid: BEEITRHR:
At 1 January 2009 R-_ZEZNF—H—H 652,356 65,236
Issue of shares (note) BT (FEE) 50,000 5,000
RZZEZNFR-Z-—TF
At 31 December 2009 and 2010 +=-—A=+—8 702,356 70,236

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 share to two independent
individual investors at a subscription price of HK$0.1 per
share. The net proceeds of approximately HK$4,800,000
has been used for broadening the shareholder base and
strengthening its capital base and the financial position for the
Group’s future business developments.
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

28. SHARE OPTION SCHEME

8. RIE K

et &l

The Company's share option scheme (the “‘Scheme’) was ARAR_BEZE_FRA-_TNBEHERERE
adopted on 29 May 2002 under which the Board of the IRiEsTEl ([%ETEl]) Bt - EFgrRAEE
Directors may grant options to eligible participants, including B2EE (REARG REERMNEARZE
employees and directors, of the Company and any of its BERES)RERERQRRD 2 RERE -
subsidiaries to subscribe for shares of the Company. The ZETE| TR RM B SR T FAR R &
Scheme is valid and effective for a period of 10 years TEBEITEMRERE-

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 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 Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual is
not permitted to exceed 1% of the shares of the Company in
issue at any 12-month period.

Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option may be exercised
from the date of acceptance of the offer of such option to
the earlier of the date on which such option lapses and 10
years from the offer date of that option. The exercise price
is determined by the directors of the Company, and will not
be less than the higher of the closing prices of the shares on
the Stock Exchange on the date of the grant of the options,
the average of the closing prices of the shares for the five
trading days immediately preceding the date of the grant of
the options and the nominal value of the shares.

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

TERBEZAT I RAEERN < E a8
B RARITHEREREM LT 2 RMD
B TFE t}ﬁ{f'fTETFﬁZSZ\\TEE;ETTHXT
30% ° RIRFZ AT 8] AN & B EL AN 2 H 5+ & Al
R 2 RIBIRE 2 BB D BECT B BB
MBEAAREBEITRD Z10% c REMR+=
& A AR - ATeE M AR A TR 2 REBRE 2
EEBRMBRETSEBBRARREETRA

1% o

AERAERER 2 RBRERASNREDE
Lo RBRETHEAZSRBEREZZAY
FEE %R IB AR R B MR B Az s B AR
R +FER (URFEERE) LHRETR 1T
FEERARREFTEE U MERREARE
B EBERORER A2 BmE BRRBER
R A EER S A RORBRHAZ ¥
WHEHRMEEZRSE

B R MR ET S ER A DR B AR R 5 at B R
H:Il 'Ff'f_] s AR *g °

REREKEEBRLA
—E-ZEER
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29. ACQUISITION OF SUBSIDIARIES

For the year ended 31 December 2009

As set out in note 3, on 15 January 2009, the Group
acquired the entire issued share capital of Pacific Choice for
a maximum total consideration of HK$2,700,000,000. The
principal activities of the Pacific Choice Group, upon setting
up of the manufacturing base in the PRC, are the design,
installation and manufacturing of high definition projection
televisions and related accessories in the PRC.

The consideration consisted of () cash in the amount of
approximately HK$25,000,000 and (i) promissory notes
issued by the Group in the amount of HK$375,000,000
and (i) convertible bonds of the Company in the amount of
approximately HK$2,300,000,000, of which the amount of
HK$2,000,000,000 would only be issued if the profits of the
Pacific Choice Group during the eighteen months ended 30
June 2010 reached certain predetermined levels (“Targeted
Profit Levels”).

In the opinion of the directors, the Targeted Profit Levels were
not reached, none of the contingently issuable convertible
bonds have been issued during the year ended 31
December 2009 and 2010.
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29. WHEEFY B 2 7

BE_ZEEANF+=-A=+—HL
FE

UK AT E R=EENF—A+RHA
A& B DA X (B 4 852,700,000,0007% 7t i
fgPacific Choicez & & 2 & 1T X 7~ ° Pacific
Choicefts B B A 7 R iEFE M 1& » E B R A
BERESBERYERMEERG 2R T8
NAEEFER -

R BB ¥ ()%)25,000,0008 T 2 BB & (HARE
B 317 & #375,000,0007 Tt 2 # H E 1 K (i)
#92,300,000,0008 Tt 2 A A A A] &% - H
#12,000,000,0008 LEARBE T —ZF
7~ A=+ 8 1+ /\ @ A 8 fE A Pacific Choicefe
Bz aflEzsTaELEEKTE ([BE5F
K] ) &5 A EEAT -

EERA BREFKFLRESR HRBE
“ERAFR-F-FFt-AST-BLF
BB BT RAT BT 2 TR -



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010 #ZE=

—EET-A=+-RALEE

29. ACQUISITION OF SUBSIDIARIES 29. WIBKIE A A ()

(continued)

For the year ended 31 December 2009

(continued)

The net assets acquired in the transactions, and the goodwill

FEg)

BEE_ZETAFt+-A=t—HL

RPTRBBZEEFERAEEZAHEN

arising, are as follows: N
2009
—ETNEF
Carrying
amount before Fair value
combirjation adjustments Fair value
&R0 2 .
REE NEERAE NEE
HK$'000 HK$'000 HK$'000
FBT FET FBT
Net assets acquired: P 2 BEFE
Intangible assets B EE 93,600 574,400 668,000
Property, plant and equipment W BB K& 1,268 = 1,268
Inventories FE 2,730 2,730
Prepayments, deposits and other BEARIE e REME
receivables Wk IE 1,974 = 1,974
Amounts due from shareholders U B 200 24,085 24,985
Bank balances and cash BAERRRS 46 = 46
Accruals and other payables FERT & A K H At e 5108 (3,487) = (3,487)
Deferred tax liabilities EXERIEAE = (143,600) (143,600)
121,116 430,800 551,916
Walver of shareholders’ loans MERRER (24,985)
Goodwil EES 77,685
Total consideration RERHE 604,616
Satisfied by: PNV
Cash paid during the year ended 31 BHEZTT)N\F
December 2008 +=—B=+—H1It
FENBNRS 25,000
Promissary notes (note 24) 2R (KT Eo4) 278,686
Convertible bonds (note 25) A[HRR B 5 (K1aE25) 300,000
Cost of acquisition U B8 E 1B A AN 930
604,616
Net cash (outflows) inflows arising on KBEEELAZHS (RH)
acquisition: MAFE
Cost of acquisition Y B EIE L A (930)
Bank balances and cash acquired FTEERTAET AR 46
(884)
EREBXEEERAA
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29. ACQUISITION OF SUBSIDIARIES

(continued)

For the year ended 31 December 2009

(continued)

As set out in note 3, on the date acquisition, the Company
issued Tranche 1 Bonds of HK$300,000,000 as part of the
consideration. All certificates for the entire Tranche 1 Bonds
were held under escrow until the fulfilment of all conditions
as set out in the relevant acquisition agreements. At 31
December 2009 and 2010, all certificates of Tranche 1
Bonds were still held under escrow.

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 of
the Pacific Choice Group by B.l. 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 Group. These benefits are not
recognised separately from goodwill as the future economic
benefits arising from them cannot be reliably measured.
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For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

29. ACQUISITION OF SUBSIDIARIES 29. WiEFI B A A ()

(continued)

For the year ended 31 December 2009

(continued)

Upon the completion of acquisition of Pacific Choice Group,
certain machineries has not been released from pledges
created previously and the transfer of the ownership of the
relevant machineries has not been completed.

The Vendors procures the transfer of the ownership of
the relevant machineries to be completed within twelve
months from the date of completion of acquisition. Once
the transfer of the ownership of the relevant machineries is
completed, the fair values of those 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 relevant machineries do not take
place within twelve months from the date of completion
of acquisition, the consideration for the acquisition would
be adjusted. For details, please refer to the Company's
announcement dated 15 January 2009. During the year
ended 31 December 2010 and up to the date of this
report, the transfer of ownership has not been taken place.
However, the Company is exploring any other possible
alternatives with the Vendors and TMDC on such transfer
and the consideration for the acquisition has not been
adjusted.

BE-_ZEEANF+=-HA=+—HL
FE %)

7 52 B Yk B Pacific Choice®E B 1% » & T #4224
RS RTIE R 2 IR M A R aE Y
R E R TEAK ©

HFAEARKEEESKBHES T =ZEAR
ﬁﬁnﬁ%ﬁﬁﬁ%ﬁ%%ﬁ%Z%% RS2
AR —CHEHEEN ZERB2ATESR
FTATYE B E REE] BT - Mk EEPacific
Choice R BFTEA 2 E S BI A IEL FHE -
fimE AR s EAREARENIE FEEKH
HBsrt @A meEE H'JJ%ZE%%IEZRFH#
FUAR - EHEFBBEL2HARRAHAZ
TAFE—A+tRBZAM - REE T — f¢
+—A=+—BUEFEAEAREAHIL I
EETHAEREZ - AN ANARERZEE
HEFREEWASGREIEMEMATEE R
FR mMEBRENRELFE-
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e L

126



127

Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

29.

30.

ACQUISITION OF SUBSIDIARIES

(continued)

For the year ended 31 December 2009

(continueq)

During the year ended 31 December 2009, the subsidiaries
acquired contributed a loss of approximately HK$1,944,000
to the Group's loss for the year between the date of
acquisition and 30 November 2009 when the PRC
Subsidiary was deconsolidated from the consolidated
financial statements of the Group.

If the acquisition had been completed on 1 January
2009, total revenue of the Group for the year ended 31
December 2009 would remain to be HK$134,272,000
and the Group would have recorded a loss for that year of
HK$585,828,000. This pro forma information is for illustration
purpose only and is not necessarily an indication of revenue
and results of operations of the Group that actually would
have been achieved had the acquisition been completed on
1 January 2009, nor is it intended to be a projection of future
results.

DECONSOLIDATION OF A
SUBSIDIARY

For the year ended 31 December 2009

As set out in note 3, the directors of the Company have
resolved that the PRC Subsidiary shall be treated as having
been de-consolidated from the consolidated financial
statements of the Group with effect from 1 December 2009.
Net loss on deconsolidation of the PRC Subsidiary was
calculated based on derecognition of the net assets of the
PRC Subsidiary and recognised in profit or loss for the year
ended 31 December 2009. Since the assets of the PRC
Subsidiary and the planned operations thereof predominantly
accounted for the reason of which the Company acquired
the Pacific Choice Group, the loss of the control over the
PRC Subsidiary effectively impaired any practical value
of the entire Pacific Choice Group, if any, and therefore,
the directors of the Company considered that the Pacific
Choice Remaining Group should also be fully impaired and
recognised in profit or loss for the year ended 31 December
2009.

Details of the net assets of the PRC Subsidiary as at 30
November 2009 are set out in note 10.
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=

31. DISPOSAL OF SUBSIDIARIES

For the year ended 31 December 2009

As set out in note 3, during the year ended 31 December
2009, the Group disposed of the interest of certain
subsidiaries other than those classified as discontinued =

—EET-A=+-RALEE

FE

3. LEMEBAF
BE-—ZTAF+-A=+—-HL

= ~\
(ZEnHE

O ESAE RBE_FTFTNLF+ A
St HEFE AKELEETHELARZ
R IEEEZEBREUERA A

operations and de-consolidated as set out in notes 10 and BRE (D BIERKIFE10M%30) RN 40T ¢
30 respectively, were as follows:
2009
—ETNF
HK$'000
T T
Net assets disposed of: FrHECEERE:
Property, plant and equipment Y BB KR 45,898
Prepaid lease payments FENES 3,526
Inventories FE 4,191
Available-for-sale investments AEHERE 6,211
Club debenture BFRIES 600
Trade receivables B 5 W SIE 2,003
Prepayments, deposits and other receivables TER FIE Bz% Ko HL A e Wk 541
Bank balances and cash RITHEGFERE S 3,067
Trade payables B 5 RN 5I8 (10,595)
Accruals and other payables EETE R R E M ENFKIE (15,949)
Amounts due to related companies FEST A8 N R EIE (24,635)
Tax payable FERTHIR (20)
Deferred tax liabilities REHERE (3,182)
11,656
Exchange reserve realised B IR 0E S (10,674)
Gain on disposal &z Wk 19,018
Total consideration RIEE 20,000
Satisfied by: v
Cash BR& 20,000
Net cash inflow (outflow) arising on HEEEZRERA (RE) F5:
disposal:
Cash consideration received BERRERE 20,000
Bank balance and cash disposed BREZRITETEES (3,067)
16,933
EREBXEEERAA
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z=

31.

32.

DISPOSAL OF SUBSIDIARIES continued)

For the period from 1 January 2009 to the respective dates
of disposals, the revenue contributed by the disposed
subsidiaries above was approximately HK$14,626,000 and
loss contributed by these subsidiaries was approximately
HK$22,810,000 recognised in the Group's loss for the year
ended 31 December 2009.

RETIREMENT BENEFITS SCHEMES

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

The retirement benefits scheme contributions charged
to the 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.
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Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HBIL5E

32.

33.

RETIREMENT BENEFITS SCHEMES

(continued)

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$36,000 (2009: HK$266,000). The
Group did not have any forfeited contributions available to
offset future employers’ contributions to the ORSO Scheme.

CAPITAL COMMITMENTS

Pursuant to the announcement of the Company dated 17
January 2011, on 22 September 2010, the Group entered
into a conditional sale and purchase agreement with an
independent third party pursuant to which the Group
would acquire certain chromium mines in the Republic of
Madagascar by the issue of convertible bonds in a maximum
aggregate consideration of US$3,520,000,000 (equivalent
to approximately HK$27,280,000,000) by the Company. As
at the date of this report, the acquisition is subject to the
approvals by the Stock Exchange and shareholders of the
Company and the transaction has not yet completed.

32.

33.

BARBBREE 2

ARBRFPBEZHBRABAZTEREAFHZ
—EASLR-BEHFEBAEEZBERERE
R RAE A ET &I F K

REA - RRE R ET 8] 2 #5304 336,000/ 7T
ZZET N : 266,000/ 7T ) © 2N & B I & F (7]
EOR M AR AT I SR R IRAT B 2 R R B £

K -

BAERE

BEAQRGHPHA-_ZT—F—A++tHEK
—E—ZEFENA-+ B2z AEEHR
—EZBYE=ZFAIL B BREEERE
Bl AEEBBBRARBBRITRSEHEAE
3,5620,000,000% 7T, ( #8E M %927,280,000,000
EIL) Z AR E S W B N ET i R 2
ETHRE-RARSBEH WBRAGHBIMX
RARIBRER AR FAIEE MRER S
i# R FERK
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

34. INFORMATION OF THE STATEMENT 34. KA R B BRI REE
OF FINANCIAL POSITION OF THE

COMPANY
Information of the statement of financial position of the RABIRZZE—ZFFT+_A=1+—RH 20 %RK
Company as at 31 December 2010: METEH
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
FHET T T
Current assets REEE
Prepayments TEfT RIE 419 89
Amounts due from subsidiaries JrE s Ff /2B 2 B3R IR 9,950
Bank balances and cash RITH ﬁ&iﬁﬁ 11,474 24,120
21,843 24,209
Current liabilities nEEE
Accruals EstEA 596 962
Amounts due to subsidiaries J& A1 Bf |88 22 R SR 175,756 169,334
Amount due to a shareholder ER—% Hx?m - 3,000
176,352 173,296
Net current liabilities nEEEFE (154,509) (149,087)
Total assets less current liabilities #AEERABERG (154,509) (149,087)
Non-current liabilities FREBEE
Convertible bonds AR ES 201,389 176,785
Deferred tax liabilities EEFIAEE 16,271 20,330
217,660 197,115
(372,169) (346,202)
Capital and reserves EXR#EE
Share capital %5 70,236 70,236
Reserves G (442,405) (416,438)
(372,169) (346,202)

Karce International Holdings Company Limited
Annual Report 2010



Notes to the Consolidated Financial Statements
A SRR MR

For the year ended 31 December 2010 #Z2=-%—-SF+-A=1+—HBIL5E

34. INFORMATION OF THE STATEMENT 34. A A GBI AKRER (&)
OF FINANCIAL POSITION OF THE

COMPANY (continued)
Reserves f#1E
Capital ~ Convertible
Share  Contributed  redemption bonds Accumulated
premium Surplus reserve reserve losses Total
BARE TRRES
R EE N wE wE 2BEE H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TET TEL TEL
At 1 January 2009 RZZENF—-A—H 102,875 68510 1564 - (133,397) 39,5652
Loss and total comprenensive BERAEE
expense for the year *ERTEE - - - - (576,188) (576,188
Share issue expenses BRHBTHRE (200 = = = = (200)
Equity component of convertible
bonds RREFER TR - - - 144,189 - 144,189
Deferred tax arising from issue of ~ E{T AR ES
convertible bonds FIE £ MIEET B - - - (23,791) = (23,791)

RZZEENE+=A

At 31 December 2009 =t+—H 102,675 68,5610 1,664 120,398 (709,585) (416,438)
Loss and total comprehensive BERAFE

expense for the year 2ERYEE - - - = (25,967) (25,967)
RZZE-%F

At 31 December 2010 +=-RA=+—-H 102,675 68,5610 1,064 120,398 (735,552) (442,405)

EREBXEEERAA

—E_waag 02



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

35. RELATED PARTY DISCLOSURES 35. AEATHE

(i) Transactions with related parties ) HBAEALZRS
During the current and prior years, the Group entered MAFRERBEFE  AEBEFEA T+
into the following transactions with related parties: FINATRS:
Name of related party Nature of transaction 2010 2009
BEALER REMHEE —E-=F —TTNF
HK$’000 HK$'000
TR T
T & S Industrial Company Limited Administration fee paid by 700 2
("T&S") (After 30 December 2009, the Group
notes a and b) AEETNZEERE
ZRETEXZEBRAR
(=&l (RZZZNF
+ZA=+HZ% KiFakb)
Dongguan Shatian Tehsheng Purchases by the Group 22,370 =
Silicon Rubber Product Co., Ltd NEBERE
(“Tehsheng”) (After 30 December
2009, notes a and b)
REDHERERBREMER AT
( HmmJ ) (RZETNEF
TZA=+BZ% Witakb)
Dongguan Human Taida Electronics Purchases by the Group - 6,196
Co Ltd (‘Dongguan Human’) NEEFHEE
(After 26 February 2009, Purchases from the Group - 214
notes a and b) B A& EHE
RERMRESTERAA Rental expense paid by the Group - 1,591
(TR=RMI) (RZEENF REBXNOESRX
ZAZ+tRBZ#%& KzFakb)
Man Lee Management Limited Administration fee paid by 899 163
(“Man Lee") (note c) the Group
SHNERBERAR (TEF]) AEBXNZERE

(P 7EC)

Karce International Holdings Company Limited
Annual Report 2010
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ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

35. RELATED PARTY DISCLOSURES

(continued)

5. EALTHE 2

(i) Transactions with related parties () EBEEALTZRS (&)
(continued)
Notes: PR
(@) Being the dates on which T&S, Tehsheng and @ B EEREREEFRAEBETKLE
Dongguan Human ceased to be subsidiaries of the BAIBAANEEMBARZBH-
Group following the completion of the disposals by the
Group.
()  T&S, Tehsheng and Dongguan Human are former (b)) T EERERZRMANARFHER
subsidiaries of the Company and are beneficially held AIWHAANRAAERRERFES -
by a former shareholder of the Company.
(©)  Man Lee is beneficially held by a shareholder of the © BIBAARAR—UKRREREER-
Company.
(i) Balances with related parties (i) EEREEANLT 2GR
(@) Particulars of amount due from a (@ ER—EBEANLZHEFIE
related party
Maximum amounts
outstanding for the
year ended 31 December
BL+-A=t-HL%FE
BE R EERE
2010 2009 2010 2009
—E-Zf “ETNE “E-%F% ZEThE
HK$’000 HK$'000 HK$’000 HK$'000
TER THET TER FHBT
Aformer subsidiary beneficially AARFIEREER
held by a former shareholderof ~— #8 ZRIKTB A Al
the Company - 7,17 7,17 717

The amount as at 31 December 2009 was
unsecured, interest-free and has been repaid in
full during the year.

R-EBAF+=A=+—H HREA
AT B R EBEE -

SERXRBERLAT o)
e L



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

35. RELATED PARTY DISCLOSURES

(continued)

(i) Balances with related parties (continuea)

(b) Particulars of amounts due to related

5. EALTHE 2

(iy BEBEEALZ&ER 2
b) BENEEALZFEFIE

parties
2010 2009
—E-EF —EENFE
HK$’000 HK$'000
THET FHET
A company beneficially held by KRB —(BRRE=FE
a shareholder of the Company, ZRAR (FFARBEE)
included in current liabilities (note a) (Pﬁ #a) - 163
A shareholder of the Company, PN R IV 8T N
included in
— current liabilities (note b) —n#aE (MsEo) - 3,000
— non-current liabilities (note c) —ERBEE (Fiztc) 7,153 18,430
7,153 21,593

Notes: Bt 5

(@  The entre amount as at 31 December 2009 (@) —ETNF+ZA=+—H &
represented trade payable to the related party HHIEELRENTHREALZES
and was unsecured, interest-free and repayable JERFIE W AEKE 2B KA
on demand and aged less than 60 days. The FEZSk{EE A R AR D 60HE - &
entire amount has been settled during the vear. HHREERFRE-

(0) The amount as at 31 December 2009 was (b) —ETNF+ZA=+—H8 %
unsecured, interest-free and repayable on B Iﬁ%%?ﬁﬁ R ERARENKE
demand. The entire amount has been settled Bo2EFIBERFAEN -
during the year.

(¢)  The amount is unsecured, interest free and has ) HREAEER 2B RITEEE

no fixed terms of repayment. The shareholder
has agreed not to demand for repayment for
twelve months from the end of the reporting
period. Accordingly, the amount is classified as
non-current.

Karce International Holdings Company Limited
Annual Report 2010
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HIEE

35. RELATED PARTY DISCLOSURES 35. EALTHE #)
(continued)
(i) Key management compensation (i) TEEBEAESHH
The remuneration of the key management of the Group FAREEETZEEEAESEMOT :

during the year was as follows:

2010 2009
—E—FF —ETNF
HK$’000 HK$'000
FET AT
Short-term benefits 72 B g A 836 1,965
Retirement benefits scheme RRAE A ET B 5K
contributions 17 58
853 2,023
The remuneration of director and other members of key EERHMTEEBEAEBKE 25 M E
management is determined by the board of directors EERLBEEARBERMSBEERE -
having regard to the performance of individual and
market trends.
36. CAPITAL RISK MANAGEMENT 36. &G fa B IE
The Group manages its capital by prudent financial AEEEBREVKEEEREEIZEEERE
management and investment criteria so as to strike for strong AAERBRE RN AREBELER
financial positions while maximising the retum to owners of MR AL BARRRMA AR EREDR -
the Company through the optimisation of the debt and equity
balance.
The capital structure of the Group consists of debt, which AEBZEARBBREER (BED IR
includes the promissory notes and convertible bonds 24 R 2 A R BB R AT MRES) KAR
disclosed in notes 24 and 25 respectively, and equity AIESRAEAELESZ (BREEBTRARE
attributable to equity holders of the Company, comprising HiFER AT EE) °
issued share capital and various reserves less accumulated
losses.

SERXXBERLT o0
e L
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ire SRR MR

For the year ended 31 December 2010 #Z-2—ZF+_A=+—HI&EE

36. CAPITAL RISK MANAGEMENT

(continued)

The management reviews the capital structure regularly.
As part of this review, the management of the Company
consider the cost of capital and the risks associated with
each class of capital. Based on recommendations of the
management, the Group will balance its overall capital
structure through the payment of dividends, new share
issues or share buy-backs, as well as the issue of new debt
or the redemption of existing debt.

37. FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

36. EXARERE »)

*’ﬂ'@@mﬁﬂﬁﬁﬁﬁ$ B ERERBRN —
Mo ARREEEEREASHEEAAMANE
$}ﬂ2$&ﬂ CAEBBIRERE CEBES
2B A AR S, ~ B TTRTAR S A 40 BB (] DA B 3 38
BEHRBERREER AFHEERBEAR
e

37. @M IT R

(a) =RITAEHR

2010 2009
—E-ZF —ETNF
HK$’000 HK$'000
FE T TAIT
Financial assets ERMEE
Loans and receivables B3k & WskaE
(including cash and (PHEREFESFEER)
cash equivalents) 21,781 40,953
Financial liabilities Ea- b=k
At amortised cost LABESE A ARETE 284,702 273,536

Karce International Holdings Company Limited
Annual Report 2010
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ire SRR MR

For the year ended 31 December 2010 #ZE=

—EET-A=+-RALEE

37. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies

The Group's major financial instruments include trade
receivables, bank balances and cash, trade payables,
amount due to a shareholder, liability component of the
convertible bonds and promissory note. Details of the
financial instruments are disclosed in respective notes.
The risks associated with these financial instruments
include market risk (currency risk), credit risk and
liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner. There has been no change to the policies on
how to mitigate these risks.

Market risk

Currency risk

The Group operates in Hong Kong with most of the
transactions are denominated and settled in Hong
Kong dollars or United States dollars.

The carrying amounts of the Group's foreign currency
denominated monetary assets at the end of the
reporting period are as follows:

37. @I A

(b)

(%)

BHEEBEREBERBEE

AEBEZTEZSRMIABRTEESERER
HRTEFERRES BHERNREA B
N—RBRFE AR ES 2 BEED
rEARE BEZEERTAZFRE
Fﬁ%%%ﬁﬁoﬁﬁgéﬂlﬂﬁﬁz
pEEMmEER (E¥RER) EERA
& KRB E & R - T XEFI ] f# KX
SRRz BR - EREEREREEZERE

B AR R B TR 7 A SR 457 o
A2 0 0 1 1 20 5 LR 7 B9 A 4 B
28

7% Jm B

HMEE 2 B

AEBNEBEEES TERHUBE

HEXTINEREE -

REREBIR  NEFAINET R 2 E¥EE
EZERmENT :

Assets
EE
2010 2009
—E-EF —ETAF
HK$’000 HK$'000
FHT TAIT
UsD X 2,722 1,467
EREEXEMARA T

e L
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Notes to the Consolidated Financial Statements

sre MR

For the year ended 31 December 2010 #Z=

—BET-A=t+-HLER

37. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies (continued)
Market risk (continued)

Currency risk (continued)

Sensitivity analysis

No sensitivity analysis has been presented as the
directors consider that the Group's exposure to USD is
insignificant on the grounds that Hong Kong dollars is
pegged to USD.

Credit risk

As at 31 December 2010, 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 arising from the carrying amount
of the respective recognised financial assets as stated
in the consolidated statement of financial position.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
the determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual trade and other debt at each end of the
reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regard, the management of the Company consider that
the Group's crediit risk is significantly reduced.

Karce International Holdings Company Limited
Annual Report 2010
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37. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies (continued)
Credit risk (continued)

The Group’s concentration of credit risk by
geographical locations for the year ended 31
December 2010 is mainly in the PRC, which
accounted for approximately 78% of the total trade
receivables as at 31 December 2010, For the year
ended 31 December 2009, the concentration of credit
risk by geographical location is mainly in Hong Kong,
which accounted for approximately 72% of the total
trade receivable as at 31 December 2009.

The Group has concentration of credit risk as
approximately 20% (2009: 40%) and approximately
79% (2009: 72%) of the total trade receivables
was due from the Group's largest customer and
the five largest customers respectively, all of which
are engaged in the business of conductive silicon
rubber keypads. The concentration of credit risk
by geographical location is mainly in Hong Kong
(2009: the PRC). The directors have assessed the
credit quality of these debtors and have continuously
assessed the recoverability of such amounts. The
directors consider these debtors are of good credit

quality.

—EET-A=+-RALEE

37. @I A

(b)

Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2010 #ZE=
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For the year ended 31 December 2010 #Z=

—BET-A=t+-HLER

37. FINANCIAL INSTRUMENTS (coniinued)

(b) Financial risk management objectives

and policies (continued)
Crediit risk (continued)

The Group also had concentration of credit risk as at
31 December 2009 for the amount due from a related
company which is due from a single entity. As the
Group has close business relationship with the related
party, the management considered the credit risk is
minimal. The full amount due from the related party has
been fully settled during the year ended 31 December
2010.

In addition, the Group has concentration of credit risk
on liquid funds which are deposited with several banks
with good reputation. Other than the above, the Group
does not have any other significant concentration of
credit risk.

Liquidity risk

The Group exposed to significant liquidity risk at the
end of the reporting period. The net liabilities of the
Group as at 31 December 2010 was approximately
HK$231,420,000 (2009: HK$255,849,000). In view
of this, the directors of the Company has given careful
consideration to the future liquidity of the Group and
have been taking steps to improve the liquidity of the
Group and details of which are set out in note 2.

The following table details the Group’s contractual
maturity for its financial liabilities based on the
agreed repayment terms. The table for non-derivative
financial liabilites 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.

Karce International Holdings Company Limited
Annual Report 2010
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redemption at maturity on the assumption that there

are no redemption or conversion of the convertible

bonds.

ErmrREHRED

37. FINANCIAL INSTRUMENTS (continued) 37. €®MI R
(b) Financial risk management objectives b) BEREBEEEERBK &)
and policies (continued)
Liquidity risk (continued) REELEE ()
Liquidity and interest risk table REBESRANERRE
Weighted
average Total Carrying
effective Less than Over undiscounted amount at
interest rate 1 month 1 year cash flows 31 December
tZA
MEFH RER =t-AH
BERA% HYIMER BEIF  BoRMH EEE
HK$'000 HK$ 000 HK$000 HK$000
% THL TAT THL TAT
2010 —E-ZF
Non-derivative financial ETEERER
liabilities
Trade payables BAENFE - 1198 - 1,196 119
Amount due to a shareholder E—aREFHA = = 7,153 7153 7,153
Convertible bonds HRRES
- ligbilty component (note) —BEHH (Fr:) 14 - 300,000 300,000 201,389
Promissory notes BEER 16 - 87,500 87,500 74,964
1,196 394,663 395,849 284,702
2009 —EENE
Non-derivative financial liablites ~ FESTA L BB (E
Trade payables B HRNTE - 127 - 127 127
Amount due to a shareholder R —BRAFE - 8,000 18,430 21430 21430
Amount due to a related company R —EBE A RFA - 163 - 163 163
Convertiole bonds R ES
— liabilfty component (note) —BE#Hn (K5) 14 - 300,000 300,000 176,785
Promissory notes RAZE 16 - 87,500 87,500 75,031
3,290 406,930 409,220 273,536
Note: This is categorised based on contractual term of BEE: bt ToAR 45 R 3% N 4 P (o] of 928 30 A #

Bz & KRS -

EEREREERAT
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For the year ended 31 December 2010 #Z2=-2-SF+-A=1+—HIL5E

37. FINANCIAL INSTRUMENTS (coniinued)

(©)

Fair values of financial instruments

The fair value of financial assets and financial liabilities
are determined as follows:

the fair values of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis; and

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 yield
curve for the duration of the instruments for non-
optional derivatives, and option pricing models
for optional derivatives.

The directors consider that the carrying amounts of
financial assets and liabilities recorded at amortised

cost

in the consolidated financial statements

approximate their fair values.

Karce International Holdings Company Limited

Annual Report 2010
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38. PARTICULARS OF SUBSIDIARIES

Particulars of the Company’'s subsidiaries as at 31
December 2010 and 2009 are as follows:

Nominal value of
issued and fully

—EET-A=+-RALEE

38. ftB QRIS

—ZTFR=

EEAS+-A=+—H"
AR ZHBAAFEDT

Place of paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRTRME
B LERRE/ KRRKAEZ
RAER B/ ey BHEMELAEE BREERELE TEXH
Directly Indirectly
HE GF:
2010 2009 2010 2009
ZE-2Ff “TTNE “B-BF “TTNE
% % % %

Champion Keypad Hong Kong H<$1,000 - = 100 100 Trading in conductive silicon
Manufacturing Limited Ordinary shares rubber products
SRERIERRAR B LiliR1,0008T BESEHBBER
Gold Concept Limited British Virgin US$1 100 - - - Management service

Islands Ordinary shares
EBRTES LARIET ERRE
Great Perfect Investments British Virgin USH1 100 = - - Management service
Limited Islands Ordinary shares
ERRTES LARIET ERRB
Hong Shing Industrial Limited Hong Kong HK$10,000 - - 100 100 Trading in conductive silicon
Ordinary shares rubber products
FREXERRA B T iAAR10,000% T ERLEHGEER
Long Trinity Limited British Virgin USH1 100 = - - Inactive
Islands Ordinary shares
ERRTES LARIET LEEH
Max Dynasty Limited British Virgin US$1 100 - - - Investment holding
Islands Ordinary shares
EBRTES LARIET REER
EREXEEERLT

e L
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For the year ended 31 December 2010 #Z=

38. PARTICULARS OF SUBSIDIARIES

—BET-A=t+-HLER

38. B D RIFE (2

(continued)
Nominal value of
issued and fully
Place of paid ordinary
incorporation or share capital/
registration/ paid up Proportion ownership interest
Name of company operation registered capital held by the Company Principal activities
BRTRMRE
TR LS LERRAE/ KRAKEZ
NCER B/ XY BEAEMEXEE BRERRLE TEEH
Directly Indirectly
B k3
2010 2009 2010 2009
Z2-2F “TTNE “B-BF _TENEF
% % % %
Milion Well Creation Limited Hong Kong HK$1 - - 100 100 Management service
Ordinary shares
AEAEERAR B LaRIET ERRB
On Shing Holdings Company British Virgin US$10,000 - = 100 100 Investment holding
Limited Islands Ordinary shares
ZRERERAT EBRAES ERIR10,000% T REER
Redditch Enterprises Limited British Virgin US$10,001 100 100 - - Investment holding
Islands Ordinary shares
EBRAES LAR10001ET RERR
Sourcestar Profits Limited British Virgin US$1 100 100 - - Investment holding
Islands Ordinary shares
ERRAES LARIET REER

The above table lists the subsidiaries of the Group which, in
the opinion of the directors, principally affected the results
or assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.
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39. EVENTS AFTER THE REPORTING
PERIOD

(i)

(if)

Disposal of Pacific Choice Group

As set out in notes 2 and 3, the Company entered into
the Disposal Agreement on 25 January 2011 for the
disposal of the Pacific Choice Group. Up to the date of
this report, the disposal has not been completed.

Acquisition of mines

As set out in note 33, the Company entered into
a conditional sale and purchase agreement on 22
September 2010 for the acquisition of certain mines.
Up to the date of this report, the acquisition has not
been completed.
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Financial Summary
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RESULTS

E

For the year ended 31 December

BE+T-RA=1T-HLEE

2006 2007 2008 2009 2010
ZETRF ZZT+F ZTENF ZZThFE ZE-ZF
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FAET FHT F5T FBIT FBT
Revenue (including continuing and Wi (BEFER
discontinued operations) IR EER) 705,859 735,114 645,083 134,272 26,524
Profit (loss) before taxation Bt m A (BH) 4,500 (62,826) (163,299) (587,100) 20,380
Taxation FE (2,069) (1,924) (6,429) 1,430 4,049
Profit (loss) for the year, attributable to - REE AR A RHEHE A
owners of the Company (R T (E1E) 2,431 (64,750) (169,728) (585,670) 24,429
ASSETS AND LIABILITIES EERAE
As at 31 December
R+=A=+—-H
2006 2007 2008 2009 2010
ZEERF ZZZ+HF ZTENF ZTThFE ZE-ZF
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FHEIL FBIT T FBIT FBT
Total assets BEE 667,458 669,470 516,897 41,042 72,217
Total liabilities BEE (250,971) (294,439) (262,627) (296,891) (303,637)
416,487 375,031 253,270 (255,849) (231,420)
Equity attributable to owners of RRBHEEA
the Company FEfh iR 416,487 375,031 253,270 (255,849) (231,420)
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