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Bank of America Tower
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MANAGEMENT DISCUSSION AND
ANALYSIS

Business and Operational Review

For the six months ended 30 June 2011 (the “Period”), the Group
continued its effort in consolidating its principal business of
conductive silicon rubber keypads trading, as well as identifying
opportunities for acquisition to expand its portfolio and source of
income.

During the Period, the Group continued to exercise stringent cost
control, thereby maintaining its operating expenses at a minimal
level.

With respect to the LCoS television operation, an impairment
loss on intangible asset of HK$50,000,000 was made during the
Period due to the lapse of the Disposal Agreement on 30 June
2011, Upon the signing of the Cancellation Agreement, a sum
of HK$35,000,000 was returned to the Purchaser and a gain of
HK$15,000,000 on the forfeited deposit was recognized.

As a result, the loss attributable to owners of the Company for
the six months ended 30 June 2011 amounted to approximately
HK$54,377,000, representing an increase in loss of approximately
HK$39,178,000 from that of the first half of 2010. Basic loss
per share for the Period was approximately HK7.74 cents (2010
corresponding period: basic loss per share was HK2.16 cents).

SEGMENTAL ANALYSIS

Conductive Silicon Rubber Keypads

The market environment of conductive silicon rubber keypads
continued to be extremely competitive during the Period. Selling
prices had been declining amid a glutted market and weak
demand for conductive silicon rubber keypads with rising trend for
touch-screen keyboards.

On the other hand, the cost of conductive silicon rubber keypads
remained high due to increase in production costs as a result of
the rise in wages and raw material costs in Mainland China. The
profit margin of this business had been under increasing pressure.

Through stringent cost control and improved operational efficiency,
the Group's trading business remained profitable during the Period.
Despite a 68.5% decrease in revenue of the conductive silicon
rubber keypads trading business, this segment reported a gross
profit of approximately HK$730,000 during the Period, with a profit
margin of 17.6%, up from 16.6% of the corresponding period of
2010.
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LCoS Televisions

The Group and an independent third party (‘Purchaser”) entered
into a formal agreement in January 2011 for the disposal of its
LCoS television business. The consideration for the disposal
amounted to HK$637,500,000, with HK$50,000,000 in cash
as a non-refundable deposit (‘Deposit’) and part payment of the
consideration. The Deposit had been paid to the Company upon
the signing of the Disposal Agreement.

On 7 July 2011 the Group announced that as some of the
conditions precedent to the completion of the Disposal Agreement
(including but not limited to the obtaining of Shareholders’ approval
for the Disposal) were not fulfilled by the Long Stop Date (i.e. 30
June 2011), the Disposal Agreement lapsed on the same day
(save for certain clauses).

On 24 August 2011, the Company entered into a Cancellation
Agreement with the Purchaser to cancel the Disposal Agreement,
Pursuant to the Cancellation Agreement, the Company was able to
retain HK$15,000,000 of the Deposit, which was treated as gain
on forfeited deposit for the disposal. As a result of the cancellation
of the Disposal Agreement, the Group made an impairment loss on
intangible asset of HK$50,000,000 during the Period.

FUTURE PLANS AND PROSPECTS

The aftershocks of Eurozone debt crisis and the US economic
instability are expected to drag down the global economy. Coupled
with RMB' appreciation and continued increase in production
costs, the operating environment of the Group’s trading business
will remain challenging.

To cope with these challenges, the Group will continue to
implement stringent cost control measures to reduce operating
costs and to improve its competitiveness. Moreover, the Group
will further strengthen its relationship with existing customers,
expand customer base, and enrich its portfolio of trading products.
The Group is now exploring the opportunities for trading other
electronic components. With extensive experience in trading
operations and solidified relationship with existing customers, the
Group is confident in enhancing the competitiveness of its trading
business in order to be better prepared for upcoming opportunities
and challenges.

Following the cancellation of the Disposal Agreement, the Group
will continue to negotiate with the original vendors to sell back the
LCoS television business to them.
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The Group is of the view that the global consumption of metals
and minerals has been growing rapidly, and 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. In light of this, the Group
is also 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.

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.

INTERIM DIVIDEND

The Directors do not recommend any interim dividend for the six
months ended 30 June 2011 (six months ended 30 June 2010:
nil).

CAPITAL STRUCTURE

The Group has a deficiency in shareholders’ equity of
approximately HK$285,797,000 (31 December 2010: a deficiency
of approximately HK$231,420,000). As at 30 June 2011, the short
term and long term interest bearing debts to shareholders’ equity
was nil (31 December 2010: nil).
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LIQUIDITY AND FINANCIAL
RESOURCES

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

Prudent financial management and selective investment criteria
have enabled the Group to maintain a strong financial position. As
at 30 June 2011, the Group's fixed deposits and cash balances
increased to approximately HK$63,181,000 (31 December 2010:
approximately HK$15,856,000).

As at 30 June 2011, the current ratio was approximately 0.55
(81 December 2010: approximately 12.4) based on current
assets of approximately HK$64,280,000 and current liabilities
of approximately HK$117,393,000 and the quick ratio was
approximately 0.55 (31 December 2010: approximately 12.4).

MATERIAL ACQUISITION AND
DISPOSAL

Details of material acquisition and disposal during the six months
ended 30 June 2011 are set out in note 19.

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

Most of the Group’s assets, liabilites and business transactions
are denominated in Hong Kong Dollars, Renminbi and US Dollars
which have been relatively stable during the period. The Group
was not exposed to material exchange risk and had not employed
any financial instruments for hedging purposes.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2011, the Group employed approximately 8
full time 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.

R KM E R

AEE-—BRARBEEZRSRE R FERIRITERE
HZRTEEREEKRHES -

EEBUREEUERESAEB M BAR R LTS
RB-R_ZT——FXRNAZTH AEEZEHERKL
IH& & FIEINEL63,181,0008 L (ZE—ZF+ =
B=+—H:#915856,000/8 ) °

RoB——FEXA=1H RILERHAEL(ZE
—BE+-A=+—HB:9124)  WIHREBEEL
64,280,000/ 7T K it B & & £9117,393,00078 7T 2 &
B E o FF RN A0S —T—FTF+-A=1+—
H:#12.4)

EXUBRHESR

BHE - T——FRNA=THLEREAZERKER

hEFHEFBHNHE19 -

B &2 % W) B P&

AEBABMIEE ABEMBERZHUETT A
RENETHEE MRSEENMAGHEERE K
5 I8 37 4 10 ol B KB R R e - 0L I R R AR 1) & R
TAFEHHAE-

& 5 & B & By 3%

R-ZB——FXA=+H AEEEBON\EEERE
BiE S - NEB  H BRI 2 RIFRE 25 H
KF-UARERRRETIERN KRR BELETE &
B2 EAEE BERESE -

Interim Report 2011 =& — —F R HiR &

7



--------------------——-

8

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

As at 30 June 2011, 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 (‘SFQ”") 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:

RZFB——FXA=ZTH ARBEEFRTETERA
BRARRSEMARAE (F&RES AT ED
(IEFEAEED ) EXVED) Z B i - BB MME
FHEBLCHEARA LB BEIARR =X
RIBEES M EAIFEI2GRREMRE 2 BLMAT
AHERERELTRAMETAEZ LT ARES
ETEFR ZHHFESTR (MREESTRI]) BAREAR
A MER P s SOR B I

Ordinary shares of HK$0.1 each of the ANEBREECAIEBIZEBR (17
Company (Long positions) B)
Approximate
Number of ordinary percentage
shares held of issued
Name of Director personal interests share capital
DEAESSX HERTRETZ
EERR SR EERSE BHastt
Mr. Sun Ying Chung 23,000,000 3.27%
ELTREE
Save as disclosed above, as at 30 June 2011, none of the g L ERIEEEEZ SN R _iffg/\ﬁ +8
Directors or Chief Executive of the Company or their associates AATEERFIETHAESRNBEETIBEARKID
had any interest or short position in the shares, underlying  F)gt H{F A8 EE (F5 85 %&Hﬁ 1|7R1§U%><\/

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.

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
21 1o the unaudited condensed consolidated interim financial
statements. No options have been granted under the share option
scheme since its adoption.
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DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, at no time
during the period 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.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2011, 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:

EFWREROKRGZER

FRANR B Z R A T 8IS0 T AN HARE A(E ] B -
ARBREAEANE R R ES B ERL T BEAR
AAEFAREBEEARASEAEMEABRE 2K
B -

FERRZHEBRIRE
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BZESIAR  REE %&%fh%%%wﬂ‘
BEZECMErRS s EESAE B THEAN
KRR T2 am ok R -

Approximate

percentage
Number of of issued
ordinary share capital
Name of shareholder Capacity shares held of the Company
LELATBRIT
BEME £E E4v Fris¥Ek#A BFEEHaSL
(Note 1)
(H3E1)
China Eagle Development Limited Beneficial owner (note 2) 4,669,500,000 664.83%
(“China Eagle”)
EnEAA (WiE2)
Hsu Ming Shan Interest held by controlled 4,669,500,000 664.83%
corporation (note 2)
=T 2% REGDEEFRA 2 Ea
(BE2)
Lam Suk Fong Interest held by controlled 4,669,500,000 664.83%

-----------.---..--..-.-...IIIIIIII...........l

corporation (note 2)
REGDEERSR 2 En
(Bfzx2)
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Approximate

percentage
Number of of issued
ordinary share capital
Name of shareholder Capacity shares held of the Company
HELFE BT
BEME £E i3 FRisEEKRHA EFEHBESLL
(Note 1)
(H¥3E1)
Fairtime International Limited (“Fairtime”) Beneficial owner (note 3) 612,500,000 87.21%
EmEA A (M5E3)
Chan Shun Yuen* Interest held by controlled 612,500,000 87.21%
corporation (note 3)
Sl REGEEFE 2w
(Kt7E3)
Taiwan Micro Display Corporation Beneficial owner (note 4) 468,000,000 66.63%
(“TMDC")
BEMEZER D AR AR Eamsa A (Mizkd)
(TREMEZER])
Luen Fat Securities Company Limited Beneficial owner (note 5) 351,178,000 50.00%
GBS BRAA] EmEA A (M5x6)
Yue Wai Keung Interest held by controlled 351,178,000 50.00%
corporation (note 5)
AR REGEEFE 2w
(P &E5)
Golden Mount Limited Beneficial owner (note 6) 198,944,000 (L) 28.33%
(“Golden Mount”)
Emsa A (Mize)
Chim Pui Chung Interest held by controlled 198,944,000 (L) 28.33%

% L:‘:]L /E\_,F\

corporation (note 6)
EEHEEFE R
(M$5E6)
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Notes:

Now known as Chan Hau Kong.

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 30 June 2011.

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
169,600,000 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 entitling 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.
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TEF)
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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 Securites 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 30 June 2011.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed the internal control and financial reporting matters
including the review of the unaudited interim results for the six
months ended 30 June 2011.
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the six months ended 30 June 2011, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the listed securities of the Group.

CORPORATE GOVERNANCE
PRACTICES

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

Under the code provision A.2.1, the roles of chairman and chief
executive officer (“CEO") of the Group should be separate and
should not be performed by the same individual. The division
of responsibiliies between the chairman and CEO of the Group
should be clearly established and set out in writing. The roles
of the chairman and the CEO of the Group was not separated
and was performed by the same individual, Mr. Sun Ying Chung
acted as both the chairman and CEO throughout the period under
review. The Directors meet regularly to consider major matters
affecting the operations of the Group. The Directors consider that
this structure will not impair the balance of power and authority
between the Directors and the management of Group and believes
that this structure will enable the Group to make and implement
decisions promptly and efficiently.

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

WME HERXMEFLFRZ LTHES

REBE-T——FRA=+RHIERER AREAKH
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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 six months ended 30 June 2011,

CHANGES IN DIRECTORS’
INFORMATION

The changes in Directors’ information as required to be disclosed
pursuant to Rule 13.51(2) and Rule 13.51B(1) of the Listing Rules,
since the publication of the 2010 Annual Report of the Company,
are set out below:

Mr. Chan Sung Wai

Resigned as an executive director of Energy International
Investments Holdings Limited (stock code: 353) effective 12 April
2011,

Mr. Wong King Lam, Joseph

Resigned as an executive director of Grand Field Group Holdings
Limited (stock code: 115) effective 15 August 2011.

Mr. Lum Pak Sum

Resigned as an independent non-executive director of Energy
International Investments Holdings Limited (stock code: 353)
effective 1 July 2011.

Karce International Holdings Company Limited 2 B3 B EE AR 2 7
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PUBLICATION OF OTHER FINANCIAL D EME I E
INFORMATION

Other financial information containing all the information required by & A F R B E+ B EZMBE B 2 £t %
Appendix 16 of the Listing Rules will be available on the website of Bt BN EERBEEETEI S NEERER AR
Hong Kong Exchanges and Clearing Limited at www.hkex.com.hk — Shwww.hkex.com.hkZ [&# F A RIER | RARQ 7]
under “Latest Listed Companies Information” and the website of  #3kwww.aplushk.com/clients/1159_F & &

the Company at www.aplushk.com/clients/1159 in due course.

On behalf of the board of Directors REEZS

Sun Ying Chung EHR

Chairman FE

Hong Kong &

29 August 2011 —E——F ) \AZ=ThH
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INTERIM RESULTS

The board of directors (the “Directors” or the “Board”) of Karce
International Holdings Company Limited (‘the Company”’) is
pleased to present the unaudited condensed consolidated
operating results of the Company and its subsidiaries (collectively,
the “Group”) for the six months ended 30 June 2011, together

FRRAR R

FREXEEBRAR([ARADESE ([EF
S MAEMARRREMBAR (5 [AEE])
BHE_ZT——FRNAZTHLERNBEAZAREEZG
PRa 2 BRE ER T TFRAH 2 REEZL
BHFWT

with the unaudited comparative figures of the corresponding period
in the 2010 are as follows:

CONDENSED CONSOLIDATED BHESZEKER
STATEMENT OF COMPREHENSIVE

INCOME

For the six months ended 30 June 2011 BE—E——FNNA=FHIANEA

Six months ended 30 June
BEXA=THLKMEAB

2011 2010
—Eg——% —E-FF
Notes HK$’000 HK$'000
B 5 THET FAT
(Unaudited) (Unaudited)
(REEF) (REgEZ)
Continuing operations BEBEER
Revenue W %5 4 4,138 13,116
Cost of goods sold EEEmKAE (3,408) (10,934)
Gross profit EA 730 2,182
Selling and distribution costs HERDHEHR - 3)
Administrative expenses TR XX (3,910) (2,730)
Finance costs RPN 5 (19,397) (17,543)
Loss before taxation B 75 A 5 18 6 (22,577) (18,094)
Income tax credit Frigfige 7 3,200 2,895
Loss for the period from KREFBREEEKZ
continuing operations NERES 1B (19,377) (15,199)

Karce International Holdings Company Limited 2 B3 B EE AR 2 7



Six months ended 30 June

BEANA=T+HILANEA

2011 2010
—E——%F —E-FF
Notes HK$’000 HK$'000
B & THET FAT
(Unaudited) (Unaudited)
(RETFR) (RisTEZ)
Discontinued operations RIEBEEE
Loss for the period from discontinued 38 B #& |- 48 & 275 2 AN Hf
operations &5 18 8 (35,000) -
Loss and total comprehensive KRNRHEE AL AREE
expense for the period, attributable BREERAZ A
to owners of the Company (54,377) (15,199)
HK Cents HK Cents
&l Al
Loss per share ERER 9
From continuing and discontinued REFELCEEBRKIE
operations e
Basic HAR (7.74) (2.16)
Diluted e (7.74) (2.16)
From continuing operations REFEEEEE
Basic HAR (2.76) (2.16)
Diluted 3 (2.76) (2.16)
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CONDENSED CONSOLIDATED BHRGESMBERAE
STATEMENT OF FINANCIAL POSITION

As at 50 June 2011 .y
30 June 31 December
2011 2010
—E——5 —T—TF
~NA=+H +=ZA=+—H
Notes HK$’000 HK$'000
B 7E T#ET FET
(Unaudited) (Audited)
(FREEE) (KEEAZ)
Non-current Assets EREEE
Property, plant and equipment M- BE KRG 11 15 17
Intangible asset mEEE 12 - 50,000
15 50,017
Current Assets mENEE
Trade receivables H 5 WG IE 13 942 5,925
Prepayments, deposits and FENRE e R
other receivables =l & 157 419
Bank balances and cash RITHEGFRAS 63,181 15,856
64,280 22,200
Current Liabilities mE & |
Trade payables 2 5 FE S 3/ IE 14 455 1,196
Other payables and accruals E A RERT FRIE R IERH E A 15 35,095 596
Promissory notes A HEE 16 80,725 -
Deferred tax liabilities BEERIEEE 18 1,118 -
117,393 1,792
Net Current (Liabilities)/Assets wE(RE) EESE (53,113) 20,408
Total Assets less HEERTDAMR
Current Liabilities (53,098) 70,425
Non-current Liabilities ERBDAEMR
Armount due to a shareholder JES — R R EFRIE 3,653 7,153
Promissory notes A HER 16 - 74,964
Convertible bonds TR ES 17 215,025 201,389
Deferred tax liabilities EERIBEE G 18 14,021 18,339
232,699 301,845
Net Liabilities AE7BE (285,797) (231,420)
Capital and Reserves BER R
Share capital [ 70,236 70,236
Reserves i (356,033) (301,656)

Equity attributable to owners of &AL TFHEEAEGLES
the Company (285,797) (231,420)

”—_-___

18 Karce International Holdings Company Limited SR B2 B X E B AR 2 7




CONDENSED CONSOLIDATED BHGEEGEDE
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2010 (Unaudited) BE—ZFE—FFNA=FHIANEA (FKEFEZ)
Attributable to owners of the Gompany
PANGE TN L
Capital Convertible
Share Share Special redemption bonds Accumulated
capital premium feserve o Tesene fesene  Loss Total
e RiaE RilGE ERBOER  TRRESREE 23 ER A
HK$000 HK§000 HK3000 HKS'000 HKB000 HK$000 HK$000
T TEL T T T ThL TEn
At1 January 2010 RZE-F£-A-H 70,236 102,675 (129) 1,564 120398 (650,599) (266,849)
Loss and total comprenensive AHERR2AFTEE
expense for the period - - - - - (15,199 (15,199)
230 June 2010 RZZ-TERAZTR 70236 102,675 (123 1,564 120,398 (565,798) (271,048)
For the six months ended 30 June 2011 (Unaudited) BE_ZT——FNA=1THIENBE (FEFK)
Attributable to owners of the Company
EXGE PN
Capital Convertible
Share Share Special redemption honds Accumulated
capital premium reserve reserve reserve Loss Total
k% kiR RHRS BERERE THRESER RIGR &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET TET TET FET FET TET
At 1 January 2011 R=Z-——£-5-H 70,236 102,675 (123) 1,564 120,398 (526,170) (231,420)
Loss and total comprehensive AEERR2ERTAE
expense for the period - - - - - (54,377) (54,377)
At 30 June 2011 RZE-—F/A=1H 70,236 102,675 (123) 1,564 120,398 (580,547) (285,797)
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CONDENSED CONSOLIDATED BHRGFSRERER
STATEMENT OF CASH FLOWS

For the six months ended 30 June 2011 BHE-—FT——FNA=+HIF A

Six months ended 30 June

BEXA=+HL<MEAR

2011 2010
—E——%F —ET-FF
HK$’000 HK$'000
FTET FAT
(Unaudited) (Unaudited)
(REEIX) (REETZ)
Net cash generated from/(used in) RE,(FER)EEEEZR LA
operating activities 32,325 (9,136)
Net cash generated from/(used in) R (ER)REEEZH LA
investing activities 15,000 (15)
Net increase/(decrease) in cash and ReRASSEEREM  (RD)
cash equivalents B 47,325 (9,151)
Cash and cash equivalent at 1 January W—BA—HBZHR&RE&EEHIER 15,856 25,544
Cash and cash equivalent at 30 June, WHNRAZ=Z=1HZHERFAELEE
represented by bank balances and HE ERTEFRAS
cash 63,181 16,393

(—_—-_—
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NOTES TO THE UNAUDITED FEEREPGESPHMERRME
CONDENSED CONSOLIDATED INTERIM

FINANCIAL STATEMENTS

General information and basis of
preparation

The Company was 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 Company is an investment holding company where
the Group is principally engaged in the trading and sale of
conductive silicon rubber keypads.

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

These unaudited condensed consolidated interim financial
statements have been prepared in accordance with the
applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing or Securities on the Stock
Exchange and with the Hong Kong Accounting Standard
("HKAS") 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA").
These unaudited condensed consolidated interim financial
statements should be read in conjunction with the annual
financial statements for the year ended 31 December 2010,
which have been prepared in accordance with Hong Kong
Financial Reporting Standards (‘HKFRS").

Accounting policies

The condensed consolidated financial statements have been
prepared on the historical cost basis.

In the current interim period, the Group has applied, for
the first time, a number of new or revised Standards and
Interpretations (‘new or revised HKFRSs”) issued by the
HKICPA.

The application of the above new or revised HKFRSs in
the current interim period has had no material effect on the
amounts reported in these condensed consolidated financial
statements and/or disclosures set out in these condensed
consolidated financial statements.

—BRANR AR

ARB—HAEBREEIMR L2 ERR2ER
NEEBRMREEBARSMERAR ([H
RFrl) ke
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BABBRENET (AR DERE) 2
5

ZERICEZE PR G P TSR R Ty iR PR B
RFEFEMRAMSE SN2 EREERTE R
EEgMAe ([EFeHtMAag ) BHzE
B ER| ([HE TR ) 83458 [ HAET
EME ] RE - ZERCEXEPLRE P E
BEEEREE-—_E—SE+—B=+—HI
FEEBREEMEREER ([BEVHREE
Al RE FEMEHRE —HHE-

B BE
MIRA R SRR DREL R A LRS-

RARHBE AEEERRBELSEL
SR 2 E T RERTER KR ([#7]
HEERT B EY B HREER]) -

KA BRI R A L RIS IE R BB

SEA BREEHREAVBERRMERL
RN/ AZSEAGAU BRI RE
SR BEATE -
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Accounting policies (continued)

The Group has not early applied new or revised standards
that have been issued but are not yet effective. The following
new or revised standards have been issued after the date
the consolidated financial statements for the year ended 31
December 2010 were authorised for issuance and are not
yet effective:

HKFRS 10 Consolidated Financial
Statements’

HKFRS 11 Joint Arrangements’

HKFRS 12 Disclosure of Interests in Other
Entities’

HKFRS 13 Fair Value Measurement!

HKAS 1 (Amendments) Presentation of ltems of Other
Comprehensive Income?

HKAS 19 (Revised 2011) Employee Benefits'
HKAS 27 (Revised 2011) Separate Financial Statements’

HKAS 28 (Revised 2011) Investments in Associates and
Joint Ventures'

‘ Effective for annual periods beginning on or after 1 January
2013
: Effective for annual periods beginning on or after 1 July 2012

The directors of the Company anticipate that the application
of these new or revised standards will have no material
impact on the results and the financial position of the Group.

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.

Karce International Holdings Company Limited 2 B3 B EE AR 2 7
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3. Segment information (continuea) 3.

During the year ended 31 December 2010, the directors
have determined to discontinue the liquid crystal on silicon
(“LCoS") television business and accordingly the LCoS
television segment constitutes a discontinued operation of
the Group.

The following is an analysis of the Group’s revenue and
results by operating segments for the periods under review:

Six months ended 30 June 2011

DEEFE (&)
NRE—Z2-—ZF+-_A=+-AILFE &%

IRTE KL LR B

(ILCoS J) BRE - Flt -

LCoS BN BB AR B Z R IERE R

AT 370 [0 EE A AR R B 4%

mREEDT:

BE—S——FXAZTHINXEA

&K
L =

a2 W

Continuing Discontinued
operations operations
BEEEXE KBILEBEEE
Conductive LCoS
silicon rubber Television
keypads and and segment
segment total total
EEEER
BER LCoSEiRR Total
SWEE SWEE a5t
HK$’000 HK$’000 HK$’000
FTHET FTHET FHET
Revenue - External sales st —sNERSHE 4,138 - 4,138
Segment result DEbEE 376 - 376
Unallocated corporate expenses items: KO B2 BEFZEE
Central administration costs and FRITERAREZH ©
directors’ salaries (3,556) - (3,556)
Impairment loss on intangible asset &R EE 2 BEEE - (50,000) (50,000)
Gain on forfeited deposit for B ELCoSEE L € 2 W
disposal of LCoS - 15,000 15,000
Finance costs RV (19,397) - (19,397)
Loss before taxation PR A E B (22,577) (35,000) (57,577)
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3. Segment information (continuea) 3.

Six months ended 30 June 2010

DEEFE (&)
BE-—T-TEXNF=+1HILAEAR

Continuing
operations
Conductive
silicon

rubber
keypads and
segment total

EHEREZR

biog 7 N4

DEEE

HK$'000

FAIT

Revenue — External sales gk — SR S & 13,116

Segment result D EB A 2,182

Unallocated corporate expenses items: A DB Z R EFXIER ¢

Central administration costs and FRITENAREEZS S

Directors’ salaries (2,733)

Finance costs Bl & AR 7R (17,643)

Loss before taxation B B A E 18 (18,094)
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4. Revenue 4. Wk

Revenue, which is the Group'’s tumnover, represents the net WM AREE s £ 258 BHIRBAAERER
invoiced value of goods sold, after allowances for retumns BB seEEnERFE.

and trade discounts during the period.

5. Finance costs 5. BERK
Continuing operations and
consolidated
BEEEEXBRIFS
2011 2010
—E2——%5 —E-TF
HK$’000 HK$'000
FHE T
Effective interests on: UTEBEZEERME
Convertible bonds A 1 5 13,636 11,833
Promissory notes HRE 5,761 5,710
19,397 17,643
6. Loss before taxation 6. BRBAIEE
Continuing operations Discontinued operations Consolidated
BEGBERE RIEBEEE o]
2011 2010 2011 2010 2011 2010
-2—5 -T-%f -8——% -T-%F CB——-§ C"T-%%

HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000
il TAT TRT THEL FRT THEL

Loss before taxation has been arrived BREA BB R

at after charging: T588 :
Cost of inventories recognised as BRERIZFERAE

expense 3,408 10,934 - - 3,408 10,934
Depreciation of property, plant and nE -BERSEZNE

equipment 2 1 - - 2 1
Impairment loss on intangible assets EWEEZRERHE - - 50,000 - 50,000 -
Gain on forfeited deposit for disposal of SR UHELCOSEERE 2

LCoS gy - - (15,000) - (15,000) -
Operating lease rentals LEfERs 240 252 - - 240 252
Directors' remuneration and staff costs ~ EEHFMLEEMR A 721 569 - - 721 569
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7. Income tax credit 7. FiIEHER

Hong Kong profits tax has been provided at the rate of BEEMNESBEDRBHAAREBEE 2 HETE
16.5% (30 June 2010: 16.5%) on the estimated assessable BB FIE166% (ZE—ZEFA=+H:
profits arising in Hong Kong during the period. No provision 16.5% ) TR IR AR AR EERE AL
for Hong Kong Profits Tax has been made in the condensed EESERTEN Bt ENERALE M
consolidated financial statements since the Group has no MERAEE B EF SR -

assessable profits in Hong Kong for the period.

Continuing operations and
consolidated

REEEEBRES
2011 2010
—Z2—%F —E-TF
HK$’000 HK$'000
F#ET FHET
Deferred tax credit and total tax credit ~ ANEAIREF IEIEK 2 R IBIK
for the period (3,200) (2,895)
8. Discontinued operations 8. HRIMREEK
The loss from the discontinued operations for the period 111 48 T A 7K B 235,000,000 7T (=
amounted HK$35,000,000 (2010: nil) is resulted from T-ZF R)EEREDHRNERNEEREBE
the loss of HK$50,000,000 (2010: nil) on impairment of 50,000,000 L (ZE—ZFF : T) AR E
intangible asset and the gain of HK$15,000,000 (2010: nil) LCoSER EF FBIBIE © 2 W 515,000,000/% 7T
recognized on forfeiture of the deposit for the disposal of —E-FF )

L.CoS Television business.

”'__—-__-
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9. Loss per share attributable to the owners

of the Company

(a) From continuing and discontinued (a)

operations

The calculation of the basic and diluted loss per share
attributable to the owners of the Company is based on

the following data:

9. ARFERAREERER

ARRERABESRERLEEEERTY
BT8R E

Six months ended 30 June

BEXA=+HL<MEA

2011 2010
—E2——F —E-FF
HK$’000 HK$'000
TFET T T
Loss B8
Loss for the purpose of M EEREANEE 2 EE
pasic loss per share (54,377) (16,199)
Effect of dilutive potential BEBSTRR 2 FE:
ordinary shares:
Interest on convertible bonds AR ESH 2 F B 13,636 11,833
Loss for the purpose of diluted METE TR ESE R IE 2B
loss per share (40,741) (3,3606)
Number of shares BRi7EE
Weighted average number of P EEREARER @R
ordinary shares for the purpose k98 (AT 58
of basic loss per share
(in thousands) 702,356 702,356
Effect of dilutive potential ordinary &£ #58 X @Ay 2 22
shares:
Convertible bonds AR ES (LT H)
(in thousands) 750,000 750,000
Weighted average number of M EERESEE SRR
ordinary shares for nkEF9E (AT 5
the purpose of diluted loss per
share (in thousands) 1,452,356 1,462,356

The computation of diluted 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 and
discontinued operations for the six months ended 30
June 2011 and 2010.

P 72N 2 KT B AR 8 B
E-f-—FR-F-BFAASHAL
B A SR B AR R L T
2 SRR D - B B H R
BT RIR LS R T 2 SRR
B I 4 R R S (2 o
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9. Loss per share attributable to the owners
of the Company (continued)

(b) From continuing operations

(@)

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

9. ARTHEEANELEREE #)

(b) KREFEEELRER

ARBEREABEFEEEERE 2 8RE
AR EEERTIIE T BIRE

Six months ended 30 June
BENXA=+HIXMEAR

2011 2010
—E——%F —T-FF
HK$’000 HK$'000
TFHET T T
Eamings/(loss) BF(EHE)
Loss for the purpose of A EEREAREE 2 EIE
basic loss per share (19,377) (15,199)
Effect of dilutive potential BEBST AR FE:
ordinary shares:
Interest on convertible bonds AR ES 2 F B 13,636 11,833
Loss for the purpose of RATETRBEEIBEZEE
diluted loss per share (5,741) (3,366)

The computation of diluted loss per share from
continuing 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 six months
ended 30 June 2011 and 2010.

From discontinued operations

Basic and diluted loss per share from the discontinued
operations is HK4.98 cents per share, based on
loss for the six months ended 30 June 2011 from
discontinued operations attributed to the owners of the
company of HK$35,000,000.

The discontinued operations contributed no interest to
the Group for the six months ended 30 June 2010.
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10. Dividend

11.

12.

No interim dividend was paid or declared by the Company
for the six months ended 30 June 2011 (2010: nil).

Movements in property, plant & equipment

There was no material acquisition of property, plant and
equipment for the six months ended 30 June 2011.

For the six months ended 30 June 2010, the Group had
acquired property, plant and equipment of approximately
HK$14,000.

10- Ei/%\

ARARYERBEE—F
BARARNEERPHEE (ZF

ix\ﬂ THIER
—ZF )

M. NE - BERREZED

HE-_Z——F A NA=THIENEAYESH
ME - BB REEBEAWESEE-

BE-_T—ZSFA=Z+tHILNER ~EH
BB L)14,0008 T2 W% B = K&

Movements in intangible asset BREEZEE
Patents
57
HK$'000
FBT
Carrying value FREE
At 31 December 2010 R_ZT—ZFF+-_A=+—H 50,000
Impairment loss recognised in RIEEFERZREEBE
profit or loss (50,000)
At 80 June 2011 RZT——FXA=1H 0

The Company entered into the Disposal Agreement with
an independent third party (the “Purchaser”) on 25 January
2011, pursuant to which the Group would dispose of the
entire interest in Sourcestar Profits Limited and the Pacific
Choice Group and a non-refundable deposit amounting
HK$50,000,000 has been received during the period. The
non-refundable deposit serves as a clear evidence of an
increase in net realisable value of the Group's intangible
asset. The relevant intangible asset was fully impaired
during the year ended 31 December 2009 and is therefore
reversed by such amount of HK$50,000,000 in the year
ended 31 December 2010.

On 7 July 2011 and 17 August 2011, the Company
announced that as some of the conditions precedent to
Completion under the Disposal Agreement (including but
not limited to the obtaining of Shareholders” approval for the
Disposal) were not fulfilled by the Long Stop Date (i.e. 30
June 2011), the Disposal Agreement lapsed on the same
day (save for certain clauses). As such, the carrying amount
of the intangible asset was impaired during the period.

RZFE——F—AZ+HA ARAGHEBILE
=F(IERDIILEERE Bt AEE D
& Sourcestar Profits Limited & Pacific Choicefs &

2 EE L - I B A EIAUERS0,000,00008 7T 2 T
RBES T REBEES DN AEBEELEE
ZOBRFEEM BERE - BFERTEE
BEREE_ZEZNF+-_A=+—HLEFEZ

ARE TREE—_—TF+-_A=+—H
LEF Z %5 7 € 850,000,000/ yT # [E o

ARAR-E——FLALAR-T——EN
A+ RS B SER  E BAT 2 35
SR (B BRI 51 & BB R
) S8R R 1 52K B8R (B0 =B — — 475 A
=+ B) AT B - BT RR B 50K
(BE T HHON) - Eit MR RE2 REED
R EBRRE
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13. Trade receivables 13. EZEWFIE

The Group generally allows an average credit period of rEE-—RETESELFHORAZEER.
60 days to its trade customers. An aged analysis of trade Z S EWEIE (IR E 5 BB GIERER 2R
receivables, net of provision for impairment loss recognised BEEEEE) 2REROTINT

in respect of trade receivables, is as follows:

30 June 31 December
2011 2010
—E——%F —T-FF
~NA=+H +=—A=+—H
HK$’000 HK$'000
FET T T
0-30 days 0Z30H 942 4,883
Over 30 days HER30H - 1,042
942 5,925
14. Trade payables 14. ESENNRE
30 June 31 December
2011 2010
—E——% —T—T4
AB=+H +=ZA=+—H
HK$’000 HK$'000
FET T T
0 - 60 days 0z=60H - 1,192
61 - 90 days 61£290H - 4
Over 90 days B0 H 455 -
455 1,196
15. Other payables and accruals 15, HtERREREFTEH

30 June 31 December
2011 2010
—B——%F —T-FF
~NB=+H +=—A=+—H
HK$’000 HK$'000
FET FET

Other payables — return of deposit H At & 5 BRI — ﬁﬁjjiﬂj &

received in relation to LCoSERIMZ &

the disposal of LCoS 35,000 -
Accruals FERTE A 95 596
35,095 596

.--...........----------""""""""'-------
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16.

17.

Promissory notes

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

On 26 April 2010, the Group and the bearer of the
promissory notes had 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 during the year ended 31

16.

ARREE

RIEZAF-—A+HEH AEFEKRTEER
% 17375,000,0008 7T 2 A H R - 1E B W R
Pacific ChoiceSe B 228 1T A 2 D RE -
REE B BEREMNER16% -

RZZEZEAF A+ B AEEREAKEER
BEADRE - W H IR R FE1E250,000,00078
TT ,@JJ7¥<)DL%TF$%%521O% ( B137,500,0007%
TO) AS R L8N - B $%lﬁﬁ“ﬁ CEEEN-ZEE
hFE= ﬂﬂla 170

R-ZB-—ZTFNA -+ B AEERARE
ERAACRESERAHE-FT——F—A
TOAEREZT—Z—F—A+tHB -REE
—E-TEA_A=1+—BLFE ERAL
SEEm B H 2 W E 4911,908,00078 7T B & #E

December 2010. EPd °
The movements of the promissory note are as follows: EARBE2EEBHNT
Six months
ended Year ended
30 June 31 December
2011 2010
BE HZE
—Z2—%F —E-EF
XAS+E  t-A=t—"
IEREAR IEFE
HK$’000 HK$'000
FHET FET
Carrying amount at the beginning of B/ FY) 2 REE
the period/year 74,964 75,031
Extension of maturity T & m B HA - (11,908)
Interest charged R 2 F 8 5,761 11,841
Carrying amount at the end of the iR FRZEEE
period/year 80,725 74,964
Convertible bonds 17. TR ES

Zero-coupon Tranche 1 Bonds due 2014

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.

R-FE-—DNFEIHHZF - HELEF

RIZEZAF—A+HB - ARQABTR T
— U — H -+ 3 2 EIA £ %E300,000,000/% 7T
2B —HESF - T F B I E B U EE Pacific
ChoicefR Bl 2 SR RME - L& H IR IR E
TRR0.4B T (Al TR ) & A5 2 TmAk -
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17. Convertible bonds (continued)

Zero-coupon Tranche 1 Bonds due 2014

(continued)

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 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.

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 period is set out below:

17. AT AR ES (2)

R-FE-NFEIH2F - HELEHF
(%)

FERBREBORADTEBIROLE T (AT T
AR)EEERE—MELFF AQXFER
—%ttf*%ﬁﬁMTzﬁ; AT ERBRITA K
750,000,000 3 & B AR B EIZ A ¢ IE [
RE|EBAE R M ARITE 2 EA AR ES -

BETAREARERNR F-HESREE

Bk

AMEESFEERERESND -AEA D
BRFMER14% B AERB T 2 [7]
BERESHE] 25

AR EFBESOHNETERZATE A&
B A EMEIERSIFAREEFRIRRTHS
MZBER 2 B RBRR R HREMERE -

AMBREFRENRNRNBRZEZSEINT

Six months

ended Year ended

30 June 31 December

2011 2010

BE HE

—E2—%F —E-FF

~NB=+H +=ZA=+—H

IER{EA IEFE

HK$’000 HK$'000

FHET FETT
Carrying amount at the beginning of B,/ FZ REE

the period/year 201,389 176,785

Interest charged kg 2 F &2 13,636 24,604
Carrying amount at the end of R FRZERE

the period/year 215,025 201,389

Karce International Holdings Company Limited 25X B X £ B AR 2 7



18. Deferred tax liabilities

18. IEXEHRIBEE
AEEBRY X EREHES ER LN LE

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

fiscal year are as follows:

RAENREENZ EDFERDT

Promissory Convertible
notes bonds Total
EARRE BB ES st
HKS$'000 HK$'000 HK$'000
T AT AT
At 1 January 2010 RZE—ZEF—H—H 2,058 20,330 22,388
Charge (credft) to profit or loss Hk (Gt A) &
— Recognised In relation to —pRERALERERA 5
extension of the maturity of i #E5R
the promissory notes 1,964 - 1,964
— Release upon amortisation —IRIR B R R =L S5
of promissory notes and EERABRBRESRED
convertible bonds under
effective interest method (1,954) (4,059) (6,013)
10 (4,059) (4,049)
At 31 December 2010 RZZB-ZF+-A=+—H 2,068 16,271 18,339
Credit to profit or loss FTABER
— Release upon amortisation —REBEEBR R EEZE AN
of promissory notes and SERABRRESRED
convertible bonds under
effective interest method (950) (2,250) (3,200)
At 30 June 2011 RZE——FHA=+H 1,118 14,021 15,139

Analysed for reporting purposes as: RS AR IEATER DT :

30 June 31 December

2011 2010

—Z2——%F —F-FF

AB=+H +TZA=+—H

HK$’000 HK$'000

THET T T

Current liability mENEE 1,118 -
Non-current liability FEmBEE 14,021 18,339
15,139 18,339

.----------.-..-.-.--.-.-....-.IIIIIIIII...........

Interim Report 2011 =& — — 4 R HR & 33



I--............----------""""""""-'-----

34

19.

20.

Material acquisition and disposal

During the period under review, the Company had not
announced any material acquisition.

As announced on 7 July 2011, 17 August 2011 and 25
August 2011, the Company had on 25 January 2011
entered into the Disposal Agreement with an independent
third party for the disposal of LCoS Television business.
However, as some of the conditions precedent to
Completion under the Disposal Agreement were not fulfiled
by the Long Stop Date (i.e. 30 June 2011), the Disposal
Agreement lapsed on the same date. Such Disposal
Agreement was subsequently cancelled on 24 August 2011,

Related party transaction

During the period ended 30 June 2011, the Group had
entered into the following transactions with related party
which, in the opinion of the directors, were carried out in the
ordinary course of the Group'’s business.

19.

20.

EXBBREESER

REBESEE RARTEAHEMNERKES
18 o

Hu—=FT—F+A+H —E——FNA++
BR-E——&ENA-THBZAGRE &
NRER - E——F—A-+HHHKEELCOS
BEREBEEEBYE - UHERZE R
i AR TEA H & E TR 2 300 FoR G &
EREBEEKBE (I-E——FxA=+0H)
BTER MUt BEHZRERRERAKRK-EEH
EHBEER - ET——FENA - +OBEHE-

BAEALRS
RBE-T——FAA=tALHH ~&H
ERMEFETUTRS - EERA AU
RAEE—REBBIERET

Six months ended 30 June
BEXRA=THLXMEAR

2011 2010

—Z2—%F —E-TF

Name of related party Nature of transaction HK$’000 HK$'000
MEHZRE ZTHMHHE FHET T
(Unaudited) (Unaudited)

(RIBER) (REEZ)

Man Lee Management Limited (‘Man Lee”) Administration fee paid by 434 444

(note a)

BNERARAR (I&M]) (MiEa)

the Group

Note:

(a) Man Lee is beneficially held by a shareholder of the Company.

Karce International Holdings Company Limited 2 B3 B EE AR 2 7
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21.

Share option scheme

The Company's share option scheme (the “Scheme”) was
adopted on 29 May 2002 under which the Board of the
Directors may grant options to eligible participants, including
employees and directors, of the Company and any of its
subsidiaries to subscribe for shares of the Company. The
Scheme is valid and effective for a period of 10 years
commencing from the adoption date after which no further
options may be issued.

The number of shares, which may be issued upon exercise
of all outstanding options granted under the 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 highest 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.

21.

B R ESTE

RRARAR-_ZEZE_FREA-TNAERAERE
Petgst 8 ([ZET8l)) Bt EFQ@RARAE
wKeuE (BRARAREEAHNBRRZE
BRER)RUARBARTRN ZBBEIHE -
ZAr Bl RA B R T FRAR REHT
SHETITMRERE-

TREREBEZ IR AKERA 28R D
ZHBERARITERBREM A EET RN
2E TREBBEMNKEARFDHITRMNZ
30% ° IRIFEL T B R AR BN 2 E b FH 87
EREZRBREZABROEE T5E8
R BEBMARREEITRM Z10% « RER+=
EAEE ATRERALTREZRBBEREZE
BRI BT BBERNRRD BTN Z1% -

ERANRAER 2 BBRERAINRENE
TLeRIBERER HE MRS RBRERZZA N
EEZRBRESX AR RRBEREZZB M
EiwtHEER (AREERE) LBEITE1T
EEHARREFET WK MERRERE
BEHBAMBRORBIMZEME ZRBEK
R ABEERS 8RO PBR Az ¥
Wi BB HEE (ARSERE) -

B 3R AR 5t B B A0 LA SR AR AR R A B R
Hh F fa] 388 AR
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22.

23.

24.

Contingent liabilities

The Group did not have any significant contingent liabilities
as at 30 June 2011 and 31 December 2010.

Capital commitments

Pursuant to the announcement of the Company dated 17
January 2011, the Group entered into a conditional sale
and purchase agreement on 22 September 2010 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.

Events after the end of the reporting
period

Disposal of Pacific Choice Group

In January 2011, the Company entered into a Disposal
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.

On 7 July 2011, 17 August 2011 and 25 August 2011,
the Company announced that as some of the conditions
precedent to Completion under the Disposal Agreement
(including but not limited to the obtaining of Shareholders’
approval for the Disposal) were not fulfilled by the Long Stop
Date (i.e. 30 June 2011), the Disposal Agreement lapsed on
the same day (save for certain clauses).

On 24 August 2011, the Company entered into a
Cancellation Agreement with the Purchaser to cancel the
Disposal Agreement and to release each other from their
respective obligations towards each other as contained in
the Disposal Agreement. As agreed, a sum of HK$35 million
(being part of the Deposit) was retuned to the Purchaser,
while HK$15 million (being the remaining balance of the
Deposit) was forfeited to and retained by the Company.

Karce International Holdings Company Limited 2 B3 B EE AR 2 7
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23.

24.

HARER

RZE——FA=TEERZ=ZE—ZF+=A
=t—H AEETETAERKAERE-

BARESE

BEARGR-_Z—F—A++ATIEZA
e AREER-_Z—ZFHALA -+ _HEBIE
=HRINBBREEE R B AREBER
A BT H AR B & %£3,520,000,0003 7T (8
B 1R 4927,280,000,00078 7T ) 2 ] R f% {5 5 W g
BENMATINEFE 2 & Fi8E - RAREB -
U BE SRR AT B S AT AR R B 1R 5 Al
EE MRER S ARTHK -

BEHRERER

1 & Pacific Choice 2 B

RZE——F— R ARRIHEELCoSER D
ML EEFERBIE=FFI L EHH -
73 AR A 8] 3% 150,000,000/ 7T, 2 T Al R & 4%

2N
S

ARARIR_ZE——FLALH —ZZT—FN
AttBER-_ZE—FN\A-+HBEM A
REXEERZENE 235 KR EHE (BEFER
RREABHESBEEERELE) BENRET
REBE (B =—Z——F X XA=+H)RENK" &
it HE R EE R R B R (BrFE T IERIN) -

RZE——FNAZ+WBE  AQEEHERE]
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