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MANAGEMENT DISCUSSION AND
ANALYSIS

Business and Operational Review

For the first half of 2013, the Group succeeded in making a
turnaround in its operating results and shareholders’ equity. The
Group reported a profit attributable to owners of the Company
of approximately HK$350,195,000 for the six months ended
30 June 2013 as compared with a loss of approximately
HK$17,343,000 for the same period in 2012, and a net asset
value of approximately HK$38,357,000 as opposed to net liabilities
of approximately HK$340,650,000 as at 31 December 2012,
Basic earmings per share for the period under review amounted to
approximately 49.64 HK cents (2012 corresponding period: basic
loss per share was 2.47 HK cents.)

The significant improvement was a result of the Group’s success
in unwinding the acquisition (“Acquisition”) of the LCoS television
business and the convertible bonds and promissory notes issued
thereof. In June 2013, the High Court in Hong Kong handed down
a judgement in favour of the Group, declaring that the Group was
entitled to terminate the Acquisition agreement and the return of
cash paid and convertible bonds and promissory notes issued in
relation to the Acquisition.

SEGMENTAL ANALYSIS

Conductive Silicon Rubber Keypads

During the period under review, the market for conductive silicon
rubber keypads continued to shrink amid increasing popularity and
use of touch-screen keyboards. The Group's principal business —
conductive silicon rubber keypads trading was severely affected
by the difficult operating environment. Despite the Group's effort to
expand its product portfolio, its sales volume of conductive silicon
rubber keypads and related products dropped considerably.

Stagnant demand for conductive silicon rubber keypads combined
with ferocious market competition had led to significant reduction
in the Group'’s revenue. The Group's revenue decreased by 74%
year-on-year to HK$1,262,000 for the six months ended 30 June
2013, with a gross profit of HK$10,000 as compared to a gross
profit of approximately HK$18,000 in the same period of 2012.
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LCoS Television

In the first half of 2013, the Group made a breakthrough in
terminating the Acquisition with the vendors (“Vendors”) of the
LCoS television business.

The Group had made tremendous efforts to unwind the Acquisition
since it lost control over the acquired PRC company (‘PRC
Subsidiary”) responsible for carrying out the LCoS television
operations and subsequently deconsolidated the PRC Subsidiary
from its financial statements in 2009.

In March 2013, the Group succeeded in completing the disposal
(“Disposal”) of the patents related to the LCoS television production
to Taiwan Micro Display Corp. (“TMDC”), the original vendor who
sold the LCoS television business to the Vendors. The Group
also terminated several TMDC agreements (“Termination Deeds”)
in relation to the Acquisition. Upon completion of the Termination
Deeds in February 2013, TMDC had returned HK$187,200,000
convertible bonds to the Group for cancellation.

Meanwhile, the Group had applied to the High Court for a default
judgment to declare the Acquisition agreement null and void, after
the Vendors failed to file their acknowledgement of service or
defence before the deadlines. On 20 June 2013, the High Court
passed down a judgement in favour of the Group, declaring that
the Group was entitled to terminate the Acquisition agreement
for total failure of consideration; the return to the Group of
convertible bonds of HK$112,800,000 and promissory notes of
HK$87,500,000, and cash of HK$275,000,000 from the Vendors,
plus relevant interests thereof.

Following the completion of the Disposal and the High Court
judgement, the Group cancelled the convertible bonds of
HK$187,200,000 issued to TMDC, as well as the convertible
bonds of HK$112,800,000 and promissory notes of
HK$87,500,000 issued to the Vendors. For accounting treatment
of such cancellations, certain assets and liabilities of the Group
were derecognised, resulting in a profit attributable to owners of
the Company of HK$350,195,000 for the six-month period and
net asset value of HK$38,357,000 as of 30 June 2013.
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MATERIAL ACQUISITION AND
DISPOSAL

During the period under review, the Group completed the
Termination Deeds and the transfer of patents in relation to the
production of LCoS televisions, which together constituted a
very substantial disposal. Upon the completion of the Termination
Deeds, convertible bonds in a total principal amount of
HK$187,200,000 previously issued to TMDC were returned to the
Group for cancellation.

FUTURE PLANS AND PROSPECTS

Looking into the second half of the year, the global market
prospects will continue to be shrouded in uncertainty, as concerns
over the sluggish recovery in the US and Europe, still linger.
Meanwhile, slowdown in growth in the PRC economy in recent
quarters has also raised market concerns.

In the face of uncertain economic prospects and adverse market
conditions, the Group will try to consolidate its conductive silicon
rubber keypads trading business by exploring various sales
channel and possible related products for trading.

The completion of the Disposal and the High Court judgement
signified the Group’s success in unwinding the Acquisition of the
LCoS television business. With the cancellation of the convertible
bonds and promissory notes issued in relation to the Acquisition,
the Group has tremendously improved its profits and balance
sheet. The Group's net asset value as of 30 June 2013 was
HK$38,357,000. The healthy balance sheet together with the net
proceeds of HK$29,084,000 raised from a recent placement of
140,468,000 shares immediately put the Group in a solid financial
position, which will provide a strong foundation for the Group's
future business development.

Given the difficult conductive silicon rubber keypads market
environment, the Group will identify other possible investment
opportunities to diversify its business and revenue base. However,
taking into account the uncertain economic conditions, the
Group will adopt a prudent approach in investment to safeguard
shareholders’ interest.
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INTERIM DIVIDEND

The Directors do not recommend any interim dividend for the six
months ended 30 June 2013 (six months ended 30 June 2012:
nil).

CAPITAL STRUCTURE

Shareholders’ equity increased to approximately HK$38,357,000
from a deficiency of approximately HK$340,650,000 as at 31
December 2012. As at 30 June 2013, the short term and long
term interest bearing debts to shareholders’ equity was nil (31
December 2012: nil).

LIQUIDITY AND FINANCIAL
RESOURCES

The Group generally finances its operation by internally generated
cash flow.

Prudent financial management and selective investment criteria
have enabled the Group to maintain a stable financial position.
As at 30 June 2013, the Group's cash balances increased
to approximately HK$34,338,000 (31 December 2012:
approximately HK$9,917,000).

As at 30 June 2013, the current ratio was approximately 24.5
(831 December 2012: approximately 0.13) based on current
assets of approximately HK$34,978,000 and current liabilities
of approximately HK$1,425,000 and the quick ratio was
approximately 24.5 (31 December 2012 approximately 0.13).

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

Most of the Group's assets, liabilities 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 2013, the Group employed approximately 5
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.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2013, 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)

R_E—ZFXNA=ZTH ARFEERETBITH
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G0 ([FEH REEE]) EXVER) Z IR m « AR
&ﬁ%$%ﬁaﬂ@$27& ¥ 22 P 2 B ok
CHIRBEE AR EGOIFEEREMERE 2
ﬂﬁ%ﬁﬁiemﬁtmﬁ%Wﬁ+%ﬁZtm
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MERRNA LB ZERIABLT

i%>ﬁi

ﬁ%&ﬁ)%ﬂﬁ@ﬁoﬁ%fczﬂéﬁﬂi

mp

Number of ordinary Approximate

shares held percentage of

Name of Director personal interests issued share capital

DEAESSX HEBTREFTZ
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Mr. Sun Ying Chung (resigned on 22 July 2013) 23,000,000 2.73%
ENREE (RZTE—ZFtA-+-HEIT)

Mr. Chau Chit (appointed on 22 July 2013) 140,468,000 16.67%
BAELEE (R_E—=F+A-_+_HBEZE)

Mr. Tang Hao (appointed on 22 July 2013) 90,944,000 10.79%

EFEEE(RZTE—=FtA+T-HEZMT)

Save as disclosed above, as at 30 June 2013, 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.
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SHARE OPTION SCHEME

The Company adopted a share option scheme on 1 June 2012
(“Share Option Scheme”). 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 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 2013, 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:
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Approximate
percentage of

Number of issued

ordinary share capital

Name of shareholder Capacity shares held of the Company

LELATBRIT

BREME £E =4V Fris¥EkEsA BFEHaSL

(Note 1)

(BfF&ET)

Golden Mount Limited (“Golden Mount”) Beneficial owner (note 2) 108,000,000 (L) 12.81%
EnEAA (ME2)

Chim Pui Chung Interest held by controlled 108,000,000 (L) 12.81%

corporation (note 2)
EER

(B3E2)
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Approximate
percentage of

Number of issued
ordinary share capital
Name of shareholder Capacity shares held of the Company
LELATERIT
BEEE BB E4v i@k A BFEHasL
(Note 1)
(BfF&ET)
Mega Start Limited Beneficial owner (note 3) 140,468,000 (L) 16.67%
EmsEA A (MFE3)
Chau Chit Interest held by controlled 140,468,000 (L) 16.67%
corporation (note 3)
Bk REGEEFE 2w
(K¥7E3)
Font Holdings Limited Beneficial owner (note 4) 90,944,000 (L) 10.79%
EanEAa A (M5T4)
Tang Hao Interest held by controlled 90,944,000 (L) 10.79%
corporation (note 4)
E 58 REGEEFE 2 S
(Kt7E4)
Notes: B 5
L) All the shares are long positions. (L) FBERGHEBEFE -
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1. The percentages are calculated based on the total number of 1. ZEADLIBRBER _Z—=F"A=+HZAR

issued shares of the Company of 842,824,000 shares as at 30 A BT (D 42 81842,824,0000% 5T & -
June 2013.

2. The entire issued share capital of Golden Mount is wholly and 2. Golden Mountz 2B BITRATIREFELESR
beneficially owned by Mr. Chim Pui Chung. By virtue of the BERHER BREHFRAERY - EEEAEEHER
Securities and Futures Ordinance, Mr. Chim Pui Chung is deemed #A72108,000,00088 A& 2 R RR {7 R A #E 2 o

to be interested in the 108,000,000 shares of the Company.

3. The entire issued share capital of Mega Start Limited is wholly and 3. Mega Start LimitedZ 22 #TIRA TR AT £ &
beneficially owned by Mr. Chau Chit. By virtue of the Securities and PEEREE - REBHFMBEKA BELEWE
Futures Ordinance, Mr. Chau Chit is deemed to be interested in BRI T2 140,468,0000% A 1D A #E2S o

the 140,468,000 shares of the Company.

4. The entire issued share capital of Font Holdings Limited is wholly 4. Font Holdings Limited .z 2 #8822 1T i AR Jh f 5 §8.5E
and beneficially owned by Mr. Tang Hao. By virtue of the Securities 2 EERMER RIBESLSREBERN  FEREEER
and Futures Ordinance, Mr. Tang Hao is deemed to be interested BARNARRT 290,944,000 I 15 P A R -

in the 90,944,000 shares of the Company.

Save as disclosed above, the Company had not been notified B EXFIEBEEIIN RZE—=FA=+H &R
and is not aware of any other persons who had an interest or a A WEEME B A ABTREM A TRA R ARG
short position in the shares and underlying shares of the Company X 8 B8 i% 5 o #E B 1B 15 75 5 & Hi & 150 53361% 78
as recorded in the register required to be kept by the Company HARAIFE ZE Mtk 2 ERSRE -
pursuant to Section 336 of the SFO as at 30 June 2013.

AUDIT COMMITTEE ERXERT

The Audit Committee has reviewed with management the BZZESCHEEEEMASEMERZEFIR
accounting principles and practices adopted by the Group and B R AEHI - 7 B 5 5k A B8 M S 42 6 M B 5 5 &
discussed the internal control and financial reporting matters E - BRBHH#E _—_ZT—=FA=1+HBI1t @A
including the review of the interim results for the six months ended 2~ P HAZE 4 -

30 June 2018.
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the six months ended 30 June 2013, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the listed securities of the Company.

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 (“CEQ") 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.
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DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 of the Listing Rules. All Directors have
confirmed, following specific enquiry of all Directors, that they have
complied with the required standards set out in the Model Code
throughout the six months ended 30 June 2013.

PUBLICATION OF OTHER FINANCIAL
INFORMATION

Other financial information containing all the information required by
Appendix 16 of the Listing Rules will be available on the website of
Hong Kong Exchanges and Clearing Limited at www.hkex.com.hk
under “Latest Listed Companies Information” and the website of
the Company at www.aplushk.com/clients/1159 in due course.

On behalf of the board of Directors

Chau Chit
Chairman

Hong Kong
15 August 2013

ESCESRD

ARBCRMLTRAMEE+AEZ ETHEITAE
FSETEFR S <FRESTH (FESFR]) a2
BESFLABENR SEFHEER  KFER
BE_T - =—FRNA=ZTHLEREARETEET
AFFEl 2 MEIRE -

SEMMEEH

HAELMRAMGET SR ZMBER 2 LM%
BR BREENREEEERGRNEEMBRAF
Bubwww.hkex.com.hkZ [F#T ETT AR E R kA
N B 4B 3 www.aplushk.com/clients/1159_F & & »

REEEE

A&
FIE

BB
—E—=FNATHH

Interim Report 2013
—E-=FHHRE



IBDO

EEE 1 +852 2218 8288
{88 : +852 2815 2239

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
FETHEPI1EE
KZAI2518

www.bdo.com.hk

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF
KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
RERRKEFRLT

(incorporated in Bermuda with limited liability)

We have audited the consolidated interim financial statements of
Karce International Holdings Company Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out
on pages 23 to 104, which comprise the consolidated statement
of financial position as at 30 June 2013, and the consolidated
statement of comprehensive income, the consolidated statement
of cash flows, and the consolidated statement of changes in equity
for the six-month period then ended and a summary of significant
accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated
Interim Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
interim financial statements based on our audit. This report is
made solely to you, as a body, in accordance with the terms of
our engagement, 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 financial statements are free from
material misstatement.
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Because of the matters described in the Basis for Disclaimer of
Opinion on the Profit and Cash Flows paragraphs, we were not
able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on profit and cash flows. With regard
to the Financial Position of the Group, we believe that the audit
evidence we have obtained is sufficient and appropriate to provide
a basis for our unmodified opinion.

Basis for Disclaimer of Opinion on the Profit
and Cash Flows

(a) Limitation of Scope — Deconsolidation of
a Subsidiary during the Year Ended 31
December 2009

As set out in note 3() to the consolidated interim financial
statements, the Group 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.

As further set out in note 3(ii) to the consolidated interim
financial statements, the directors of the Company were
unable to obtain and access to the books and records of
B4 E (F M) BRAAE United Opto-Electronics
(Suzhou) Co., Ltd. (the "PRC Subsidiary”), being the directly
and indirectly wholly owned subsidiary of Precise Media
Limited (“Precise Media”) and Pacific Choice respectively,
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
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 Group
acquired Pacific Choice Group, the loss of 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 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.
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As a result of the circumstances described above, the
directors of the Company have been unable to provide us
with a complete set of accounting books and records of the
PRC Subsidiary. As a result, we were therefore unable to
carry out audit procedures to obtain sufficient appropriate
audit evidence to satisfy ourselves as to whether:

(i) the accumulated losses of the Group as at 31
December 2012, which included the losses (i) on
deconsolidation of the PRC Subsidiary and (i) incurred
by the PRC Subsidiary for the period from 15 January
2009 (date of acquisition) to 30 November 2009
(date of deconsolidation) was free from material
misstatement; and

(i) the Group had lost its control over the PRC Subsidiary
and whether it was appropriate to deconsolidate
the assets and liabilities and cease to record results
of operations of the PRC Subsidiary from the
consolidated financial statements of the Group and be
recognised as an available-for-sale investment until the
date of disposal of Precise Media as stated below.

These matters caused us to disclaim our audit opinion on
the consolidated financial statements for the year ended 31
December 2012.

As detailed in note 3(vi)(a)() to the consolidated interim
financial statements, the Group disposed of Precise Media
as part of the Termination Transactions with TMDC on 28
February 2013. Accordingly, the Group retained no further
equity interests in Precise Media and the PRC Subsidiary
which is its wholly owned subsidiary. As the PRC Subsidiary
was deconsolidated on 30 November 2009 and was
recognised as an available-for-sale investment with full
impairment loss recognised on the same date, no gain or
loss on disposal of the PRC Subsidiary was recognised in
the profit or loss for the period ended 30 June 2013. Due
to the limitations stated above, we were unable to satisfy
ourselves as to whether any results of operation and gain or
loss on disposal of the PRC Subsidiary for the period ended
30 June 2013 would have been recognised had it not been
deconsolidated on 30 November 2009.
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®)

We were therefore unable to determine whether any
adjustments were necessary to be made to the accumulated
losses as at 31 December 2012 and the results of
operations for the period ended 30 June 2013 that might
have a significant effect on the state of the Group’s affairs as
at 31 December 2012 and on its profit for the period ended
30 June 2013.

Limitation of Scope - Fair Value and Carrying
Amounts of Convertible Bonds, Interest
Charge and Gain on Derecognition of
Convertible Bonds for the period ended 30
June 2013

As set out in note 3(i) to the consolidated interim financial
statements, on 15 January 2009, the Company issued
zero-coupon convertible bonds due in 2014 with a principal
amount of HK$300,000,000, subject to a downward
adjustment, as part of the consideration for acquisition
of Pacific Choice Group. As set out in note 22 to the
consolidated interim 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 of 15 January 2009. However, in
our audit of the consolidated financial statements for the
year ended 31 December 2012, we were not provided
with the explanation that we considered necessary for
the assessment of the valuation of the convertible bonds
and there were no alterative audit procedures that we
could perform to obtain sufficient audit evidence to satisfy
ourselves as to whether the valuation was properly prepared
and accordingly, we were unable to satisfy ourselves as to
whether:

0] the fair value of the liability component of the
convertible bonds on initial recognition was
reliably measured in accordance with the relevant
requirements of Hong Kong Accounting Standard
("HKAS") 39 “Financial Instruments: Recognition and
Measurement” issued by the HKICPA (‘HKAS 39"
and whether their carrying values of HK$261,725,000
as at 31 December 2012 was free from material
misstatement;

(i) convertible bonds reserve of HK$120,398,000 as at
31 December 2012 representing equity component
of the convertible bonds (net of related deferred tax
liabilities arising from the issue of the convertible
bonds) recognised directly in equity and the deferred
tax liabilities arising from the issue of the convertible
bonds of HK$6,316,000 as at 31 December 2012
was free from material misstatement;

(e
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(i) any other embedded derivatives of the convertible
pbonds issued for the acquisition of Pacific Choice
Group would have been recognised in accordance
with HKAS 39 as at 31 December 2012;

(iv)  goodwill of HK$77,685,000 arising from the acquisition
of Pacific Choice Group as at 15 January 2009
(date of acquisition) as disclosed in note 17 to
the consolidated interim 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 on
this goodwill of HK$77,685,000 recognised in the
profit or loss for the year ended 31 December 2009
and included in the accumulated losses as at 31
December 2012 were free from material misstatement;

These matters caused us to disclaim our audit opinion on
the consolidated financial statements for the year ended 31
December 2012,

As set out in note 3(vil) to the consolidated interim financial
statements, following the completion of the Termination
Transactions with TMDC on 28 February 2013 and 5 March
2013 and the High Court Judgment against the Vendors
(as defined in note 3 to the consolidated interim financial
statements) held on 19 June 2013, the convertible bonds
with the total principal amount of HK$300,000,000 were
returned and cancelled. As a result of these, gains on
derecognition of the liability component of the convertible
bonds of HK$271,909,000 and the resulting release of
deferred tax liabilities of HK$4,635,000 were recognised
in the profit or loss for period ended 30 June 2013.
However, due to the limitation on the carrying amounts of
the convertible bonds and related deferred tax liabilities as at
28 February 2013 and 19 June 2013, as applicable, stated
above, we were unable to satisfy ourselves as to whether:

(v)  the gain on derecognition of the liability component
of the convertible bonds of HK$271,909,000 and
the resulting release of deferred tax liabilities of
HK$4,635,000 recognised in the profit or loss for the
period ended 30 June 2013 were free from material
misstatement;
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(v any gain or loss on derecognition of any other
embedded derivatives of the convertible bonds
would have been recognised in the profit or loss
for the period ended 30 June 2013, had they been
recognised in accordance with HKAS 39 as at 31
December 2012, was free from material misstatement;

and

the interest charge of HK$10,184,000 in respect of
the liability component of the convertible bonds as
set out in note 22 to the consolidated interim financial
statements and the resulting release of deferred tax
liabiliies of HK$1,681,000 recognised in the profit or
loss for the period ended 30 June 2013 were free
from material misstatement.

(vil)

We were therefore unable to determine whether any
adjustments were necessary to be made to the accumulated
losses as at 31 December 2012 and the results of
operations for the period ended 30 June 2013 that might
have a significant effect on the state of the Group’s affairs as
at 31 December 2012 and on its profit for the period ended
30 June 2013.

Limitation of Scope — Carrying Amounts
of Promissory Notes and its Gain on
Derecognition of Promissory Notes for the
period ended 30 June 2013

As set out in note 3(i) to the consolidated interim financial
statements, on 15 January 2009, the Group issued zero-
coupon promissory notes due in 2011 with a principal
amount of HK$375,000,000 as part of the consideration
for the acquisition of Pacific Choice Group of which
HK$250,000,000 was early settled in 2009 with the
subsequent extension of maturity of the remaining balance
of HK$87,500,000 (after the cancellation of a principal
amount of HK$37,500,000 as detailed in note 21 to
the consolidated interim financial statements) to January
2012. Neither the Group settled nor the noteholder or its
representative demanded payment of the matured balance.
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In our audit of the consolidated financial statements for
the year ended 31 December 2012, we circulated direct
confirmations to the noteholder but did not receive a
reply and there were no alternative audit procedures that
we could perform to obtain sufficient audit evidence to
satisfy ourselves as to whether the promissory notes of
HK$87,500,000 included in the consolidated statement of
financial position as at 31 December 2012 was free from
material misstatement.

This matter caused us to disclaim our audit opinion on the
consolidated financial statements for the year ended 31
December 2012,

As set out in note 3(vii)(b) to the consolidated interim financial
statements, the High Court Judgment was handed down on
19 June 2013 which entitled the Group to the retun of the
promissory notes. As a result of this, the Group was legally
released from the obligations arising from the promissory
notes and a gain on derecognition of HK$87,500,000 was
recognised in the profit or loss for the period ended 30 June
20183.

Due to the limitation on the carrying amount of the
promissory notes as at 19 June 2013, we were unable to
satisfy ourselves as to whether the gain on derecognition of
the promissory notes of HK$87,500,000 recognised in the
profit or loss for the period ended 30 June 2013 was free
from material misstatement.

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 2012 and on
its profit for the period ended 30 June 2013.

Limitation of Scope — Carrying Amount of
Intangible Asset and Loss on Disposal of
Intangible Asset during the Period Ended 30
June 2013

The Group acquired an intangible asset costing
HK$668,000,000 in the acquisition of Pacific Choice Group
in 2009. The carrying amount of this intangible asset was
fully impaired in the year ended 31 December 2009 and
included in the accumulated losses as at 31 December
2012 (see limitation of scope (a) above).
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We were not provided with an assessment of recoverable
amount of the intangible asset as at 31 December 2012
prepared in accordance with HKAS 36 “Impairment of
Assets”, we were therefore unable to satisfy ourselves as to
whether:

(i the accumulated impairment losses of
HK$668,000,000 included in the accumulated losses
as at 31 December 2012 was properly determined in
accordance with the requirements of HKAS 36; and

(i)  the carrying values of the intangible asset has
been properly stated in accordance with HKAS 38
‘Intangible Assets” as at 31 December 2012,

These matters caused us to disclaim our audit opinion on
the consolidated financial statements for the year ended 31
December 2012.

As further detailed in notes 3(vii)(a) to the consolidated
interim financial statements, the intangible asset was
retuned to TMDC as part of the Termination Transactions
with TMDC on 5 March 2013. As the carrying value of the
intangible asset was fully impaired in prior years, no gain or
loss on disposal of the intangible asset was recognised in
the period ended 30 June 2013. Due to this limitation on the
opening carrying amount of the intangible asset, we were
therefore unable to satisfy ourselves as to whether any gain
or loss on disposal of the intangible asset would have been
recognised in the profit or loss for the period ended 30 June
2013 had the carrying values of the intangible asset been
properly stated in accordance with HKAS 38 as at 5 March
2013.

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 2012 and on
its profit for the period ended 30 June 2013.
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Disclaimer of Opinion on the Profit and Cash
Flows

Because of the significance of the matters described in the
Basis for Disclaimer of Opinion on the Profit and Cash Flows
paragraphs, we have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on profit
and cash flows. Accordingly, we do not express an opinion on
the consolidated statement of comprehensive income and the
consolidated statement of cash flows for the six-month period
ended 30 June 2013.

Opinion on the Financial Position

In our opinion, the consolidated statement of financial position
gives a true and fair view of the state of the Group’s affairs as at
30 June 2013 in accordance with Hong Kong Financial Reporting
Standards.

Other Matter

The comparatives in the consolidated statement of comprehensive
income, the consolidated statement of changes in equity, the
consolidated statement of cash flows and the explanatory
information relating to these statements have not been reviewed or
audited.

BDO Limited

Certified Public Accountants

Cheung Sai Kit

Practising Certificate Number PO5544

Hong Kong
15 August 2013
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the six-month period ended 30 June 2013

FeRZEBE R

BE_—FE—=FXNHA=1HiINIEA

Six-month ended 30 June
BEXRA=THLKMEAR

2013 2012
—Z—=F —T—_F
Notes HK$’000 HK$'000
B &E THT FET
(Unaudited)
(REEZ)
Revenue W zs 7 1,262 4,853
Cost of goods sold BEEmKAE (1,252) (4,835)
Gross profit EA 10 18
Other revenue H A 285 243
Other gains and losses H ek M g 18 319 80
Gain on derecognition of R ERERA R ER 2 s
promissory notes 21 87,500 -
Gain on derecognition of BRIFERAUTBRES 2
convertible bonds Wz 22 271,909 -
Administrative expenses ITERAX (5,960) (4,316)
Finance costs & B AR 9 (10,184) (16,009)
Profit/(loss) before taxation BRE AR (EE) 343,879 (19,984)
Income tax credit Frig i e 10 6,316 2,641
Profit/(loss) for the period, FRFHEAEMN
attributable to owners of FHEF(BR)
the Company 11 350,195 (17,343)
(Decrease)/increase in fair value of AHHERE 2 ATE
available-for-sale investments, CRA) /1
which may be reclassified HiggEssmoE
subsequently to profit or loss, Bm BREZ
representing other comprehensive Hip2mEIRA - BRE%
income for the period, net of tax (272) 462
Total comprehensive income EAFIHAARBESH
for the period, attributable to 2EIEARE
owners of the Company 349,923 (16,881)
Earnings/(loss) per share SEET 7 (F5ER) 14
— Basic — A HK cents 49.64 i#fll HK cents (2.47) 7&1ll
— Diluted —#E HK cents 7.32 i#{l HK cents (2.47) &1l
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

FREMEBERAR

At 80 June 2013 R-ZF—=FNNA=+H
30 June 31 December
2013 2012
—E—= T
~NA=+H +ZA=+—H
Notes HK$’000 HK$'000
B 5 T FETT
Non-current assets ERBHEIE
Equipment B 15 17 21
Intangible asset EmREE 16 - -
Goodwill EES 17 - -
Avallable-for-sale investments AHHERE 18 6,440 6,712
6,457 6,733
Current assets mEEE
Trade recelvables JE U FIE 19 - 622
Prepayments and other receivables FERFIAREAMm
FEWRIA 640 966
Bank balances and cash WITEFRES 20 34,338 9,917
34,978 11,505
Current liabilities mBAR
Accruals and other payables FERHE A KA A E R RIE 1,425 1,694
Promissory notes A ER 21 - 87,500
1,425 89,194
Net current assets/(liabilities) REEE(RAR)SE 33,553 (77,689)
Total assets less current liabilities #EFERTH A& 40,010 (70,956)
Non-current liabilities ERBEMR
Amount due to a shareholder N — B M EFTA 30 1,653 1,653
Convertible bonds Al MR ES 20 - 261,725
Deferred tax liabilities EEBIBE G 23 - 6,316
1,653 269,694
Net assets/(liabilities) HE (AR BE 38,357 (340,650)

Karce International Holdings Company Limited
FRBEXEEERAA



30 June 31 December

2013 2012
—E—=5 —EF——F
~A=+H +=—A=+—H
Notes HK$’000 HK$'000
B 5k F#ET T
Capital and reserves attributable FLATHEAEELESR
to owners of the Company % fi
Share capital fi&% 7 24 84,283 70,236
Reserves Gk 29 (45,926) (410,886)
Total equity/(deficits) B8 (Fil)esE 38,357 (340,650)

The consolidated interim financial statements on pages 23 to 104 FE23BEFIMABZ AR P BHRER T —=
were approved and authorised for issue by the Board of Directors  FNA+HAEEE S ERE#ETZE X H T 5

on 15 August 2013 and are signed on its behalf by: EEREREE:
Chau Chit Chan Sung Wai As BRERE
Chairman and Director FEFREFLSTE Ea

Managing Director
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CONSOLIDATED STATEMENT OF CASH (e aREX

FLOWS

For the six-month period ended 30 June 2013 BHE—FT—=FNA=1+HI A

Six-month ended 30 June

BEXA=+HL<MEAR

2013 2012
—Z—= T
HK$’000 HK$'000
FTHET FHT
(Unaudited)
(REETEZ)
Operating activities BEEH
Profit/(loss) before taxation B ALEF] (E518) - 343,879 (19,984)
Adjustments for: BRI SIEAE:
Depreciation of equipment RIEITE 4 3
Dividend income g B A (285) (243)
Finance costs & A 10,184 16,009
Gain on derecognition of IR AN R 2 W
promissory notes (87,500) -
Gain on derecognition of bR AR ES 2 W
convertible bonds (271,909) -
Operating loss before working EEESEBIHA L IKEBE
capital changes (5,627) (4,215)
Decrease In inventories FERD - 937
Decrease In trade receivables JE W SR I R 622 34
Decrease/(increase) in prepayments T8/~ 52X 18 Kz H b fE U 3008
and other receivables A (1) 611 (80)
Decrease In accruals FEET B AR (269) (2,785)
Cash used in operations and FERgexBrRe Rk
net cash used in operating activities FREE RS 2255 (4,663) (6,109)
Cash generated from REMEEBZHRE
a financing activity
Proceeds from issue of ordinary KREBTLEBIRCAMEHIE
shares, net of direct issue costs Mk EEEITRA 29,084 -
Net increase/(decrease) in HeRRE&SHEEHIEM
cash and cash equivalents (D) RE 24,421 (6,109)
Cash and cash equivalents
at the beginning of the period H#MZH&RF&EEHER 9,917 19,293
Cash and cash equivalents HXRzReRREEEHEER
at the end of the period, ERTREERAS
representing bank balances
and cash 34,338 13,184

Karce International Holdings Company Limited
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

FeHRERR

For the six-month ended 30 June 2012 (Unaudited) BE—FT——FNA=ZFHINEA (KEFEEZ)
Investment
Share Share tio Special revaluation Convertible Accumulated
capital premium Vi reserve reserve bonds reserve losses Total
i it i&E ERERGE HAIGE REEMREE  THERERER 2iER &if
HK$000 HK§'000 HK$000 HKB000 HKB000 HK$000 HK$000 HK§'000
Tt Tt Tk Tk Fix Tin Tt Tt
[note ) [note note f) (
(HizH) (ki) (i) (Miskv)
At 1 January 2012 70,236 102,675 1,964 (123 (14) 120,398 (601,593) (306,857)
Loss for the period THEE - - - - - - (17,343) (17,343
Increase in fai value of MRHEREZATELM
avalable-for-sale investments - - - - 462 - - 462
Total comprehensive TRRENGEE
income for the period - - - - 462 - (17,343) (16,881)
At 30 June 2012 (Unaudlted) R “ERBZTE
(REER) 7023 102,675 1,564 (129 448 120,398 (618,936) (323738)
For the six-month ended 30 June 2013 BE_ZE—=—FXXF=1THIEBA
Capital Investment
Share Share redemption Special revaluation Convertible Accumulated
capital premium reserve reserve reserve bonds reserve losses Total
k% RRHER REROGEME FiRG RREMGERE TARESEE RHER EL
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000
FER FET TR T FET FER FET FET
(note i) (note i) (note iii) (note iv)
(W) (i) (Miii) (Witiv)
At 1 January 2013 70,236 102,675 1,564 (123) 1,478 120,398 (636,878) (340,650)
Proft for the period : - - - - - - 350,195 350,195
Decrease in fair value of TEHEREZATERD
avallable-for-sale investments - - - - (212) - - (272
Total comprehensive income rE2ARGEE
for the period - - - - (212 - 350,195 349,923
Placing of new shares (note 24) REMRA (i) 14,047 15,459 - - - - - 20,498
Share issLe expenses (note 24) bOEGERGE) - (414) - - - - - (414)
Transfer of convertible bonds resene B IER AT AR E5EE
upon derecognifon of convertle— ERfE (I 3122)
honds note 22) - - - - - (120,398) 120,398 -
At 30 June 2013 RZF-=ERA=1H 84,283 17,112 1,564 (123 1,206 - (166,285) 38,357
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Notes:

0] The share premium of the Group (as defined in note 1) represents
the amount subscribed for share capital in excess of nominal value.

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

(i) The investment revaluation reserve represents the cumulative gains/
losses arising on recognising financial assets classified as available-

for-sale investments at fair value.

(v The convertible bonds reserve represents the equity components of
the convertible bonds issued. The convertible bonds issued are split
into their liability and equity components at initial recognition at the
fair values of each of the convertible bonds.

Karce International Holdings Company Limited
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NOTES TO THE CONSOLIDATED e EERRME

INTERIM FINANCIAL STATEMENTS

For the six-month period ended 30 June 2013 BHE-—FT—=FNH=+HIF~EA

General 1. —REE

Karce International Holdings Company Limited (the ZREEEEFERAR([ARA ) ERHEE
“Company”) is incorporated in Bermuda as an exempted HMR LA —REREBR AR REKRMER
company with limited liability and its shares are listed on BEABMERSHABERAT ([BRFAT]) Lme
The Stock Exchange of Hong Kong Limited (the “Stock AABGFMMEERTEE I it 7
Exchange”). The addresses of the registered office and & Clarendon House, 2 Church Street, Hamilton
principal place of business of the Company are at Clarendon HM11, Bermuda Rz & H IR B 7B 1 298 L B4R
House, 2 Church Street, Hamilton HM11, Bermuda and TTHRNB4HE 3404 % o

Suite 3404, 34th Floor, Bank of America Tower, 12 Harcourt

Road, Central, Hong Kong, respectively.

The Company is an investment holding company where ApalAh—BEEERAR mMAKE (BE
the Group, comprising the Company and its subsidiaries RAR R8sl s KB RAR) E2H%
as detalled in note 28, is principally engaged in trading of ERNEEETEBRBLRREEEBEELES-
conductive silicon rubber keypads and associated products.

The consolidated interim financial statements are presented AP HMBRERAE T (HERQAE 2L
in Hong Kong dollars, which is the same as the functional BEEER) 27

currency of the Company.

Basis of Preparation of Consolidated 2. MEPHIMBERREREE

Interim Financial Statements

In preparing the consolidated interim financial statements, the
directors of the Company have given careful consideration
to the favourable financial effects arising from the Termination
Transactions with TMDC (as defined in note 3(vi) below), the
High Court Judgment (as defined in note 3(vi)(b) below),
current financial position of the Group and the ability of the
Group to realise its assets into cash in the ordinary course
of business, future short-term and long-term liquidity and
operating and capital commitments of the Group. The
directors are of the opinion that it is appropriate to prepare
the consolidated interim financial statements on a going
concern basis.

REEEETHYBRERE ARFEEEH
HFEREGEMATEZERLERS (EEAT
XFFES(V)) R F AR EOR (E& R T XM
i) TELZ BFH BT E NEBE R
BBRARETEEAREEEBBIETEEES
BRESNEN ARERKEHEEHRD
BEeREERBERAE EERREHERLE
mEGEETHYBEREBAE-
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Liquid Crystal on Silicon Television
Business

On 22 May 2008, the Company announced that
Sourcestar Profits Limited (“Sourcestar”), a direct wholly
owned subsidiary of the Company, entered into a
conditional acquisition agreement dated 30 April 2008
(as supplemented) with China Eagle Development Limited
(“China Eagle”) and Fairtime International Limited (“Fairtime”)
(collectively referred as to the “Vendors”) for the acquisition
of the entire issued share capital of Pacific Choice
Holdings Limited (‘Pacific Choice”) and its shareholders’
loans outstanding due to the Vendors at an aggregate
total consideration of no more than HK$2,700,000,000
(as detailed in note 3(i) below) (subject to adjustments as
detailed in note 3(i)(d) below) (the “Acquisition Agreement”).

At the time of acquisition, Pacific Choice was an investment
holding company holding the entire shareholding interests
in Starwick Development Limited (“Starwick”), Gold Pioneer
Enterprises Limited and Sheenway Limited (‘Sheenway”),
each of which is an investment holding company
incorporated in the British Virgin Islands with limited liability.
United Opto-Electronics (Suzhou) Co., Ltd. B& XE (&
M) BB AT (the “PRC Subsidiary’), an indirect wholly-
owned subsidiary of Starwick incorporated in the People’s
Republic of China (the “PRC"), was in the course of setting
up the manufacturing base in the PRC for the production
of liquid crystal on silicon (‘LCoS”) television and had not
commenced its operations at the time of the acquisition.
Upon completion of the setting-up of the manufacturing
pase in the PRC, the planned principal activities of Pacific
Choice and its subsidiaries (collectively referred to as the
“Pacific Choice Group”) would be the design, installation and
manufacturing of high definition projection televisions and
related accessories in the PRC.

As at the date of the acquisition, Sheenway held the patents
as set out in note 16, representing the single predominant
asset of Pacific Choice Group.

Karce International Holdings Company Limited
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3.

Liquid Crystal on Silicon Television
Business (continued)

Details of the investment in Pacific Choice Group are as
follows:

()

Acquisition of Pacific Choice Group in
January 2009

As set out in the announcement of the Company
dated 15 January 2009, the Group completed the
acquisition of Pacific Choice Group on the same
date. Included in the conditions precedent was the
completion of the reorganisation whereby certain
patents and machineries beneficially owned by Taiwan
Micro Display Corp. B EMAZ &R HER A A
(“TMDC") be registered under or owned by Pacific
Choice Group. Despite certain closing conditions
of the acquisition were not fulfilled in their entirety,
they were conditionally waived by the Company and
the acquisition was considered as completed on 15
January 2009 (‘Acquisiton Completion Date”). In the
opinion of the directors, the Vendors and TMDC were
considered as independent to the Group. Details of
intangible asset acquired and goodwill arisen in the
above transaction are set out in notes 16 and 17,
respectively. Under the Acquisition Agreement, the total
consideration at fair value was HK$604,616,000 at the
Acquisition Completion Date, which consisted of:

(@)  cash in the amount of HK$25,000,000;
(o)  zero-coupon promissory notes due in 2011

issued by the Group with the principal amount of
HK$375,000,000 (“Promissory Notes™;

3. BEREBEREK »)

W Pacific Cholcets @ Z I EFEIBIAT ¢

()

RZ-_E TN F— H Wi Pacific
Choice% E

BUMAARBHAE-_ZTTNAF—ATEH
Bz AMsE - AEBRRE B TR KRE
Pacific Choicefs & « o R IEH BIEEK E
BB BAAEMAYEROBRAT
(g  ) Exaca TER
T #2555 PAPacific Choicefs B 4 % 5+ i
SHAERE - BERBEE A TRZIK
HRAEEEN MZEKRGEDHILE
KRB B GG ER R B EIRER
BRZZEZNF—A+HA (TWEZEKX
B EXK -BERA ZS5EHLEHE
MAEEER BB AN EE FTUE
CEREERRLEARGFEEZEHE
2B R ERH 16217 < 1B 1 UK BE
Wz RWEBZR BN AFELARES
604,616,000/ 7T * H B #E :

a) &% AE250000008T2RE

b) HAEBEBRTR-_ZT——FHH>
K4 4% A375000,0008 T2 E
BALER ([FALEE]):
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3.

Liquid Crystal on Silicon Television
Business (continuead)

(i) Acquisition of Pacific Choice Group in
January 2009 (continued)

(©)

zero-coupon convertible bonds due in 2014
issued by the Company (“Tranche 1 Bonds’)
with the principal amount of HK$300,000,000,
comprising the amounts of HK$67,800,000,
HK$45,000,000 and HK$187,200,000 to
China Eagle, Fairtime and TMDC respectively,
of which a downward adjustment in the amount
of US$4,000,000 (equivalent to approximately
HK$31,000,000) would be made if the transfer
of ownership of certain machineries is not
completed within twelve months from the
Acquisition Completion Date (see details below);
and

zero-coupon convertible bonds due in 2014
issued by the Company with the aggregate
principal amount of HK$2,000,000,000, which
would only be issued if the profit of Pacific
Choice Group in certain specific periods during
the eighteen months ended 30 June 2010
reached certain predetermined levels (“Targeted
Profit Levels”).

As set out in note 21, the maturity of the Promissory
Notes was subsequently extended to and matured
in January 2012 but remained unsettled until the
derecognition as a result of the High Court Judgment
(as defined in note 3(vii)(b) below) handed down on 19
June 2013.

In the opinion of the directors, the Targeted Profit
Levels were not reached and none of the contingently
issuable convertible bonds had been issued
subsequent to the Acquisition Completion Date.

Karce International Holdings Company Limited
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3.

Liquid Crystal on Silicon Television
Business (continuead)

()

Acaquisition of Pacific Choice Group in
January 2009 (continued)

Since certain of the closing conditions to the
completion of the Acquisition Agreement had not
been fulfilled but conditionally waived by the Company
to proceed with its completion, all of the Tranche 1
Bonds were held by an escrow agent pursuant to
an escrow agreement until all conditions (as set out
below), as specified in a supplementary agreement to
the Acquisition Agreement signed on 24 October 2008
among the Vendors, Sourcestar and the Company,
had been fulfilled. Such conditions, among others,
including the release of the pledge created on certain
machineries in favour of certain banks in Taiwan
to be delivered to Pacific Choice Group, and the
establishment of the production plant in the PRC in
normal operations.

The Vendors agreed to procure the transfer of the
ownership of the relevant machineries to be completed
within twelve months from the Acquisition Completion
Date. Once the transfer of the ownership of the
relevant machineries was completed, the fair values of
those machineries would be recorded in equipment,
and the amount of goodwill arising from the acquisition
of Pacific Choice Group would also be adjusted. In
the event that the transfer of the ownership of the
relevant machineries did not take place within twelve
months from the Acquisition Completion Date, the
consideration for the acquisition would be reduced
by US$4,000,000 (equivalent to approximately
HK$31,000,000) pursuant to the Acquisition
Agreement (as supplemented). Details of these were
set out in the Company’s announcement dated 15
January 2009.

3. S

()

REERER &)

RZ-ZEZF N F— F W Pacific
ChoicefE B (%)

RN T E & TR IR RE
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FEEEREIEEEE-
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MR EE —CEEEN 2SS
ZAFESFTAZREET - Mk EEPacific
Choicele BIFTEE 2 A E S BN 1EL
AR A S 2 A RN IR

REHES T —EARNEE RIWES
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3.

Liquid Crystal on Silicon Television
Business (continued)

()

(i)

Acaquisition of Pacific Choice Group in
January 2009 (continued)

During 2009, the Group and China Eagle agreed and
transacted accordingly that upon an early repayment of
part of the Promissory Notes for a principal amount of
HK$250,000,000, 10% of the Promissory Notes (i.e.
HK$37,500,000) would be cancelled in favour of the
Group.

From the date of completion of the acquisition of
Pacific Choice Group on the Acquisition Completion
Date until the completion of the part of the Termination
Transactions with TMDC (as defined in note 3(vi)
below) relating to the transfer of the production
machineries on 28 February 2013, the transfer of
ownership of those machineries had not been taken
place and all certificates of the Tranche 1 Bonds were
held under escrow until their derecognition on 28
February 2013 and 19 June 20183.

Deconsolidation of the PRC Subsidiary
and recognition as available-for-sale
investment, and impairment loss of
Pacific Choice Remaining Group in
December 2009

Due mainly to the non-cooperation of the management
of the PRC Subsidiary, the directors of the Company
had been unable to obtain and access to the books
and records of the PRC Subsidiary 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.
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3. ERBBEREK »#)

3. Liquid Crystal on Silicon Television
Business (continuead)

(i)  Deconsolidation of the PRC Subsidiary (ii) };A EENF+ZABBEGET

and recognition as available-for-sale B b1 B 2 m R R AT R ERE
investment, and impairment loss of R Pacific Choicett T 5 8 .2 & (8
Pacific Choice Remaining Group in BB (&)

December 2009 (continued)

The PRC Subsidiary had therefore been
deconsolidated from the consolidated financial
statements of the Group and recognised as an
available-for-sale investment from 1 December 2009
onwards. The directors of the Company determined
that while it was appropriate to deconsolidate the
PRC Subsidiary on the basis of loss of control, the
Group did retain control over the holding companies
incorporated in the British Virgin Islands, including
Sheenway, which holds the patents as set out in note
16.

As the assets of the PRC Subsidiary and the planned
operations thereof predominantly accounted for
the reason for which the Group acquired Pacific
Choice Group, the loss of 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
assets of the entities comprising 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. As all of the Group's operations
in production of LCoS television were carried out
by Pacific Choice Group, the operating segment of
LCoS television has been accordingly classified as
discontinued operations thereafter.
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3.

Liquid Crystal on Silicon Television
Business (continued)

(itf)

(iv)

Proposed sale of Pacific Choice Group
back to the Vendors

As the original production plan had not been realised
and certain terms/undertakings of the Acquisition
Agreement on the part of the Vendors and TMDC
had not been performed, despite the acquisition of
Pacific Choice Group had completed in January 2009,
and continual requests by the Group’s management
seeking Pacific Choice Group's assistance and
fulfilment of the agreed terms, the Group issued
demand letters in April 2009, May 2009, March 2010
and January 2011 to the Vendors and the warrantors
requesting them to provide satisfactory explanations
and to suggest remedial actions. No reply had ever
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 Pacific Choice Group back to the Vendors.
Subject to the terms of the proposed disposal to be
agreed, the Tranche 1 Bonds and the 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
announcement dated 23 April 2010. However, at no
time had the Company been able to come up with
terms of agreement with the Vendors.

Proposed disposal of the Disposal Group

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, whose principal asset was the entire
interest in Pacific Choice Group (collectively referred
to as the "Disposal Group”) to an independent third
party, Good Choice Development Ltd. ("Good Choice”)
at an aggregate consideration of HK$637,500,000
(the “Disposal Agreement”). On the same date, a
non-refundable deposit of HK$50,000,000 had been
received by the Company. The proposed disposal was
subject to the approvals by the shareholders and the
Stock Exchange.
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3.

Liquid Crystal on Silicon Television
Business (continued)

v)

Termination of the Disposal Agreement
with Good Choice

On 28 June 2011, the Company received a letter
from the legal advisers acting for Good Choice, stating
that Good Choice would not consider extending the
long stop date of the Disposal Agreement and the
agreement had therefore lapsed on 30 June 2071,
Good Choice demanded the return of the above non-
refundable deposit of HK$50,000,000 received by
the Company on the basis of, among other matters,
the alleged failure on the part of the Company to use
its best endeavours to procure the fulfiment of all the
conditions precedent to completion of the Disposal
Agreement and to execute all acts and deed as may
reasonably be required by the Stock Exchange.

On 24 August 2011, the Company and Good Choice
entered into a cancellation agreement, pursuant to
which the parties agreed that the Disposal Agreement
was cancelled to the effect that the Disposal
Agreement would have no effect whatsoever and to
release each other from their respective obligations
towards each other as contained therein. The parties
also agreed that a sum of HK$35,000,000, being
part of the above non-refundable deposit, shall be
returned to Good Choice on the same day as the date
of the cancellation agreement, while the remaining
HK$15,000,000 of the non-refundable deposit shall
be forfeited and retained by the Company and has
been recognised in profit or loss for the year ended 31
December 2011.

Under the cancellation agreement, neither of the
parties was entitled to make any claim or bring any
legal proceedings in relation to the Disposal Agreement
in the future.
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3.

Liquid Crystal on Silicon Television
Business (continued)

(vi) Actions to unwind the acquisition of

Pacific Choice Group

As highlighted in note 3(iil) above, the Group has put
continual efforts to demand the Vendors to provide
satisfactory explanations and suggest remedial actions
to the breach of the Acquisition Agreement in April
2009, May 2009, March 2010 and January 2011.
Despite the Company’s good-faith approach to the
Vendors to resolve the issues in an amicable manner
and the Company's repeated requests for meetings
to discuss about the possible alternatives on such
resolution, the Vendors have continued to disregard
the requests of the Company.

The Group was legally advised that by reason of
wrongful breaches by the Vendors and the warrantors
to the Vendors in the acquisition of Pacific Choice
Group and their failure to take any remedial actions
despite repeated demands by the Group, there was
a total failure of consideration for what the Group
has bargained and paid for under the Acquisition
Agreement. A letter was therefore issued by the
Group’s legal adviser dated 23 July 2012 to terminate
the Acquisition Agreement by accepting the wrongful
repudiation of the same on the part of the Vendors
and the warrantors. In the circumstances, those
outstanding convertible bonds in the principal amount
of HK$2,000,000,000, namely, Tranche 2 Bonds,
Tranche 3 Bonds and Tranche 4 Bonds (i.e. those
contingently issuable convertible bonds as mentioned
in note 3()(d) above), being the remaining balance of
the consideration under the Acquisition Agreement will
not be issued to the Vendors. A counsel was retained
to advise and to issue legal proceedings against the
Vendors for claims of rescission and restitution of all
consideration paid including cash of HK$275,000,000,
Tranche 1 Bonds (excluding the part issued to TMDC)
of HK$112,800,000 and the Promissory Notes, to the
extent of not being settled, of HK$87,500,000.
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3. BEREBEREK »)

3. Liquid Crystal on Silicon Television
Business (continued)

(vi) EB[E] 4§ fE Pacific Choice% [ 2 &F

(vi) Actions to unwind the acquisition of

Pacific Choice Group (continued)

Well before the Group issuing the letter mentioned in
the foregoing paragraph, the Group negotiated with
TMDC whereby the Company proposed to get back
the part of Tranche 1 Bonds issued to TMDC and
TMDC was wiling to co-operate with the Company
in order to get back the patents for its use, as one
of the remedial actions to the above breaches and
to mitigate the loss, the Group entered into certain
agreements on 27 July 2012 with TMDC to transfer
back the entire issued share capital of Precise Media
Limited (“Precise Media”) which is the holding company
of the PRC Subsidiary, the sales patents (excluding
those have already expired) to TMDC, which were
originally transferred to the Group from TMDC under
the Acquisition Agreement, and to terminate a series
of agreements wherein TMDC granted the Group
the rights to use its patents, as well as other related
agreements signed between TMDC and the Group
(collectively known as the ‘“Termination Transactions
with TMDC"). In return, TMDC shall tender back the
part of the Tranche 1 Bonds issued to TMDC with
a principal of HK$187,200,000 to the Group for
cancellation.

On 12 September 2012, the Group issued legal
proceedings against the Vendors in the High Court
of the Hong Kong Special Administrative Region
(the "High Court”) in regard to the claim of restitution
for total failure of consideration and rescission in
connection with the Acquisition Agreement (the
“Action”). In the statement of claim, the Group claims
against the Vendors, among others, for:

(a)  a declaration that the Acquisition Agreement (as
supplemented) be null and void for total failure of
consideration;
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3. EREBEREXK »)

3. Liquid Crystal on Silicon Television
Business (continued)

(vi) EB[E] 4§ fE Pacific Choice% [ 2 &F

(vi) Actions to unwind the acquisition of the

Pacific Choice Group (continued)

(o) an order that the position of the parties, namely
the Company, Sourcestar, the Vendors and
the warrantors be restored to the original
position prior to the signing of the Acquisition
Agreement, including but not limited to the
return of all consideration paid to the Vendors
for the acquisition totalling HK$475,300,000
which encompasses cash amounting to
HK$250,000,000 and HK$25,000,000 paid
to China Eagle and Fairtime respectively,
Tranche 1 Bonds (excluding those issued
to TMDC and subsequently cancelled on 5
March 2013 as mentioned below) amounting
to HK$112,800,000 of which HK$67,800,000
was issued to China Eagle and HK$45,000,000
was issued to Fairtime, the Promissory Notes,
to the extent of not being settled, amounting to
HK$87,500,000 issued to China Eagle;

(c) alternatively damages to be assessed; and
(d) interests, costs and other relief.

For details of the Action, please refer to the
announcement of the Company dated 12 September
2012,

The Vendors did not file an acknowledgement of
service or defence before the respective deadlines as
stipulated in the relevant rules of the Rules of the High
Court and the Group has applied to the High Court for
a judgment in default of notice of intention and defence
on 8 March 2013 with regard to, amongst other things,
its claims of restitution for total failure of consideration
and rescission in connection with the Acquisition
Agreement.

Court hearing was held on 27 March 2013 and
adjourned due to the High Court's queries about the
claim during the hearing for the Group's consideration.
After seeking legal advice, the Group filed an amended
statement of claim on 20 May 2013 (see note 3(vii)(b)
below for detalils).
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3. Liquid Crystal on Silicon Television
Business (continuead)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group

(a)

Completion of the Termination
Transactions with TMDC

On 28 February 2013 and 5 March 2013,
the Termination Transactions with TMDC as
mentioned in note 3(vi) above were completed.
Effectively, the Group has:

M

(i)

transferred back the entire issued share
capital of Precise Media to TMDC as
disposal and accordingly retained no
further equity interests in Precise Media
and the PRC Subsidiary of which the
investment cost of HK$78,406,000
(being part of the consideration paid in
the acquisition of Pacific Choice Group),
which was classified as an available-for-
sale financial asset (note 18) at the time of
its deconsolidation on 30 November 2009
and for which full impairment provision was
made, was derecognised on 28 February
2013 and has given rise nil gain or loss in
the current period profit or loss;

returned the patents for the production
of LCoS television which resulted in the
disposal of the intangible asset (note 16)
costing HK$668,000,000, which was
fully impaired on 30 November 2009
being the time of deconsolidating the
PRC Subsidiary. The intangible asset was
derecognised on 5 March 2013 and has
given rise nil gain or loss in the current
period profit or loss;
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3. Liquid Crystal on Silicon Television
Business (continuead)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group
(continued)

(@) Completion of the Termination
Transactions with TMDC (coniinued)
(i) cancelled the part of the Tranche 1
Bonds (note 22) issued to TMDC,
as held by the escrow agent, with a
principal amounting to HK$187,200,000
on 28 February 2013 which has been
legally tendered back to the Group from
TMDC for extinguishment and a gain
of HK$167,218,000, representing the
carrying amount measured at amortised
cost at 28 February 2013, together with
a reversal of deferred tax liabilities of
HK$3,297,000 attributable to the equity
component of the Tranche 1 Bonds
recognised as convertible bonds reserve,
were recognised in the current period profit
or loss and the related convertible bonds
reserve of HK$75,128,000 was transferred
to the accumulated losses within the

equity;

(iv)  as aresult of the disposal of Precise Media
and the PRC Subsidiary as mentioned
in note 3(vii)(a)(i) above, removed the
goodwill with the initial carrying amount
of HK$77,685,000 (note 17), which was
allocated to the cash-generating unit of
LCoS television at the time of acquisition
completion on 15 January 2009 and was
derecognised on 30 November 2009
when the Group determined that it lost
control over the PRC Subsidiary and as a
result no gain or loss was recognised in
the current period profit or loss.

As a result of the above transactions, the
Group recognised a gain of HK$170,515,000,
comprising the derecognition of the part of
Tranche 1 Bonds and the release of deferred tax
liabilities, and regarded this as the consideration
for the disposal of Precise Media and the
patents. The transactions did not have any effect
of cash flows to the Group.
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3. Liquid Crystal on Silicon Television
Business (continuead)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group
(continued)

(b)

Court judgment in respect of the legal
proceedings against the Vendors

On 20 May 2013, as highlighted in note 3(vi)
above, the Group amended the statement of
claim (the “Revised Claim”) as follows:

i) termination of the Acquisition Agreement
for total failure of consideration;

(i) return of convertible bonds in the sum of
HK$67,800,000 (being part of the Tranche
1 Bonds issued as mentioned in note 3
(c) above) by China Eagle to the Group;

(i) retum of convertible bonds in the sum of
HK$45,000,000 (being part of the Tranche
1 Bonds issued as mentioned in note 3
(c) above) by Fairtime to the Group;

(iv) return of the outstanding amount
of promissory notes in the sum of
HK$87,500,000 by China Eagle to the
Group;

(v)  return of HK$250,000,000, representing
the amount of promissory notes redeemed
by the Group in 2009 to China Eagle (as
mentioned in note 3(i) above);

(v return of cash in the sum of
HK$25,000,000 (being part of the
consideration paid as mentioned in note
3(i)(a) above) from Fairtime to the Group;
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3. Liquid Crystal on Silicon Television
Business (continuead)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group
(continued)

(b)

Court judgment in respect of the legal
proceedings against the Vendors
(continued)

(Vi) interest at the HSBC prime rate plus
1% from the date of writ until judgment
and thereafter at the judgment rate until
payment;

(vii) costs of the Action be borne by

the Vendors, including those of and
occasioned by this application but
excluding those of the hearing on 16 May
2013, 1o be taxed if not agreed.

On 19 June 2013, the High Court made a
judgment (the “High Court Judgment”) on the
pasis of the matters pleaded in the Revised
Claim, and in default of defence, the Group has
been entitled to and granted the declaration for
the Revised Claim.

On the basis of the High Court Judgment and
a legal opinion sought by the Group afterwards
in respect of its release from the obligations and
liabilities that arose from the transactions relating
to the acquisition of Pacific Choice Group, the
Group effectively:

- with regard to (i) above, terminated the
Acquisition Agreement, as mentioned in
note 3() above;
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3. Liquid Crystal on Silicon Television
Business (continuead)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group

(continued)

(b) Court judgment in respect of the legal
proceedings against the Vendors
(continued)

with regard to (i) and (i) above, cancelled
the part of Tranche 1 Bonds issued to
China Eagle and Fairtime, as held by the
escrow agent, with respective principals of
HK$67,800,000 and HK$45,000,000 for
extinguishment and the respective gains
of HK$62,926,000 and HK$41,765,000,
totalling HK$104,691,000 (note 22)
which represents the carrying amount
measured at amortised cost at 19 June
2013, together with a reversal of deferred
tax liabilities of HK$1,338,000 attributable
to the equity component of the Tranche
1 Bonds recognised as convertible
bonds reserve, were recognised in the
current period profit or loss and the
related convertible bonds reserve of
HK$45,270,000 was transferred to the
accumulated losses within the equity;

with regard to (iv) above, cancelled the
outstanding Promissory Notes issued
to China Eagle and matured on 14
January 2012 with principal amounting to
HK$87,500,000 for extinguishment and
a gain of HK$87,500,000 (note 21) was
recognised in the current period profit or
loss; and

With regard to (v) to (viii) above, the
Company held a board meeting on 6
August 2013, to consider the enforceability
of the High Court Judgment, which takes
account of the Vendors' financial viability.
The directors are of the opinion that it is
remote that the Group would be able to
recover the amounts and therefore it is
determined that no receivable should be
recognised by the Group in this respect.
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3.

Liquid Crystal on Silicon Television
Business (continued)

(vii) Completion of actions to unwind the
acquisition of Pacific Choice Group
(continued)

Upon the completion of the Termination Transactions
with TMDC and the High Court Judgment, the Group
was legally advised that it has been completely
released from the obligations and liabilities, whether
directly or indirectly, contingently or explicitly, that arose
from the transactions relating to the acquisition of
Pacific Choice Group.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

New and revised HKFRSs applied in the
current period

In the current period, the Group has applied the following
new and revised HKFRSs issued by the Hong Kong Institute
of Certified Public Accountants (‘HKICPA") which are relevant
to the Group's operations.
Amendments to HKFRSs Annual Improvements
2009-2011 Cycle
Presentation of ltems of Other
Comprehensive Income
Offsetting Financial Assets and
Financial Liabilities

Amendments to HKAS 1
(Revised)
Amendments to HKFRS 7

HKFRS 10 Consolidated Financial
Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in
Other Entities

HKFRS 13 Fair Value Measurement

HKAS 27 (2011) Separate Financial Statements

Investments in Associates and
Joint Ventures

HKAS 28 (2011)

The application of the new and revised HKFRSs in the
current period has had no material impact on the Group’s
financial performance and positions for the current period
and prior period and/or on the disclosures set out in these
consolidated interim financial statements.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSSs”) (continuea)

New and revised HKFRSs issued but are not
yet effective

The Group has not early applied the following new and
revised standards, amendments and interpretation that are
relevant to the Group’s operations have been issued but are
not yet effective:

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities’
Impairment of assets’

Levies’

Amendments to HKAS 36
HK(IFRIC) Interpretation 21

HKFRS 9 Financial Instruments?

! Effective for annual periods beginning on or after 1 January
2014

B Effective for annual periods beginning on or after 1 January
2015

HKFRS 9 - Financial Instruments

Under HKFRS 9, financial assets are classified into financial
assets measured at fair value or at amortised cost depending
on the entity’'s business model for managing the financial
assets and the contractual cash flow characteristics of
the financial assets. Fair value gains or losses will be
recognised in profit or loss except for those non-trade equity
investments, which the entity will have a choice to recognise
the gains and losses in other comprehensive income.
HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from HKAS
39, except for financial liabilites that are designated at fair
value through profit or loss, where the amount of change
in fair value attributable to change in credit risk of that
liability is recognised in other comprehensive income unless
that would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities.

The Group is in the process of making an assessment of
the potential impact of these new/revised HKFRSs and is
not yet in a position to state whether substantial changes
to the Group's accounting policies and presentation of the
consolidated interim financial statements will be resulted.
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Significant Accounting Policies

The consolidated interim financial statements have been
prepared in accordance with all applicable HKFRSs, Hong
Kong Accounting Standards ("HKASs'") and Interpretations
(nereinafter collectively referred to as the "HKFRSSs") issued
by the HKICPA. In addition, the consolidated interim financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

The consolidated interim financial statements have been
prepared on the historical cost basis except for certain
financial instruments. Historical cost is generally based on
the fair value of the consideration given in exchange for
goods. Financial instruments are measured at fair values as
explained in the accounting policies set out below.

The principal accounting policies set out below.

Basis of consolidation and subsidiaries

The consolidated interim financial statements incorporate
the interim financial statements of the Company and entities
(including structured entities) controlled by the Company and
its subsidiaries. Control is achieved when the Company:

- has power over the investee;

- is exposed, or has rights, to variable retums from its
involvement with the investee; and

- has the ability to use its power to affect its returns.

The Company reassess whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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Significant Accounting Policies (continued)
Basis of consolidation and subsidiaries (continued)

When the Company has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability to
direct the relevant activities of the investee unilaterally. The
Company considers all relevant facts and circumstances in
assessing whether or not the Company’s voting rights in an
investee are sufficient to give it power, including:

- the size of the Company’'s holding of voting rights
relative to the size and dispersion of holdings of the
other vote holders;

- potential voting rights held by the Company, other vote
holders or other parties;

- rights arising from other contractual arrangements; and

- any additional facts and circumstances that indicate
that Company has, or does not have, the current ability
to direct the relevant activities at the time that decisions
need to be made, including voting patterns at previous
shareholders’ meetings.

Consolidation of a subsidiary begins when the Company
obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of during
the period are included in the consolidated statement of
comprehensive income from the date the Company gains
control until the date when the Company ceases to control
the subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.
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Significant Accounting Policies (continued)
Basis of consolidation and subsidiaries (continued)

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

In the Company’s statement of financial position, investments
in subsidiaries are stated at cost less impairment loss, if
any. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to
owners of the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (i) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed
of the related assets and liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to another category
of equity as specified/permitted by applicable HKFRSs). The
fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value
on initial recognition for subsequent accounting under HKAS
39, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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Significant Accounting Policies (continued)
Gooawill

Goodwill is initially recognised at cost being the excess of
the aggregate of consideration transferred and the amount
recognised for non-controlling interests over the fair value
of identifiable assets, liabilities and contingent liabilities
acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilites exceed the fair value of consideration
paid, the excess is recognised in profit or loss on the
acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment annually,
and whenever there is an indication that the unit may be
impaired.

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated
is tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of
the unit pro-rata on the basis of the carrying amount to
each asset in the unit. Any impairment loss for goodwill is
recognised in profit or loss and is Not reversed in subsequent
periods.
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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 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.

Dividend income is recognised when the right to receive the
dividend is established.

Equipment

Equipment is stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment loss, if any.

Depreciation is recognised so as to write off the cost of
items of equipment, less their residual values over their
estimated useful lives, using 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 equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from
the use of the asset. Any gain or loss arising on the disposal
or retirement of an item of 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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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. Lease incentives
received are recognised as an integrated part of the total
rental expense, over the term of the lease.

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 (which is
regarded as their costs).

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.

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 at the difference between the net
disposal proceeds and the carrying amount of the asset and
are recognised in profit or loss in the period when the asset
is derecognised.
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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. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition. 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.

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.

Interest income is recognised on an effective interest basis
for debt instruments.
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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial assets (continueq)

Loans and receivables

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

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.

Available-for-sale financial assets are measured at fair
value at the end of the reporting period. Changes in fair
value are recognised in other comprehensive income
and accumulated in investment revaluation reserve, until
the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or loss
previously accumulated in the investment revaluation reserve
is reclassified to profit or loss (see accounting policy on
impairment loss on financial assets below).

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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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial assets (continueq)

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
considered to be 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 loans and receivables, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or
counterparty; or

° breach of contracts, such as default or delinquency in
interest or principal payments; or

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

o disappearance of an active market for that financial
asset because of financial difficulties.

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

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, 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 (continued)

Financial assets (continueq)

Impairment of financial assets (continued)

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset's carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset's original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

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

\When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss
in the period in which the impairment takes place.
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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial assets (continueq)

Impairment of financial assets (continued)

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 through profit or loss. Any increase in fair
value subsequent to impairment loss is recognised directly in
other comprehensive income and accumulated in investment
revaluation reserve.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with 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. Equity instruments issued by the Group are
recognised at the proceeds received, net of direct issue
costs.
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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial liabilities and equity (continued)

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 (including all fees and 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 liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

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
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an
equity instruments. 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.

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 bonds 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).
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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial liabilities and equity (continued)

Convertible bonds issued by the Company (continued)

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 bonds
reserve will be transferred to share premium). Where the
option remains unexercised at the expiry date or when
the convertible bonds are derecognised, 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.

Other financial liabilities

Other financial liabilities including trade payables, other
payables, amount due to a shareholder and promissory
notes are subsequently measured at amortised cost, using
the effective interest method.
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Significant Accounting Policies (continued)
Financial instruments (continued)

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control
the transferred asset, the Group continues to recognise
the asset to the extent of its continuing involvement and
recognises an assoclated liability. If the Group retains
substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised
borrowing for the proceeds received.

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 in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme
(the "MPF Scheme”) are recognised as expenses when
employees have rendered service entiting them to the
contributions.
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Significant Accounting Policies (continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
pborrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailling 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. Nonmonetary 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.
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Significant Accounting Policies (continued)
Foreign currencies (continued)

For the purposes of presenting the consolidated interim
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) using
exchange rates prevailing at the end of the reporting period.
Income and expenses items are translated at the average
exchange rates for the period. Exchange differences arising,
if any, are recognised in other comprehensive income and
accumulated in equity under the heading of the exchange
reserve. Such exchange differences are reclassified to
profit or loss in the period in which the foreign operation is
disposed of.

On the disposal of a foreign operation (i.e. a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit
or loss. In addition, in relation to a partial disposal of a
subsidiary that does not result in the Group losing control
over the subsidiary, the proportionate share of accumulated
exchange differences are reattributed to non-controlling
interests and are not recognised in profit or loss.

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.
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Significant Accounting Policies (continued)
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
period. 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
interim 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.

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.
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Significant Accounting Policies (continued)
Taxation (continued)

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.

Current and 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 current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.

Impairment losses on tangible and intangible
assets

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. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. Where a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.
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Significant Accounting Policies (continued)

Impairment losses on tangible and intangible
assets (continued)

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that they
may be impaired.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

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 (or a cash generating unit) in prior
years. A reversal of an impairment loss is recognised as
income immediately.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which will
probably result in an outflow of economic benefits that can
be reasonably estimated.
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Significant Accounting Policies (continued) 5. FESFHEE &)

Provisions and contingent liabilities (continued) BERSEAEE (&)

Where it is not probable that an outflow of economic benefits fis] S X BT BEZR 7 H 4% 078 M) 2 Bl oK B AT SR Al RT AR
will be required, or the amount cannot be estimated reliably, %E AZEENDEBEEIRAE RIELBL
the obligation is disclosed as a contingent liability, unless FEF M 2 AT BE MR AR AN o BR IE H IR AT R 2
the probability of outflow of economic benefits is remote. M2 AR BRIATRE IR 2 BEF (2
Possible obligations, the existence of which will only be BRBEESTEE—BRLBERREMHMET)
confirmed by the occurrence or non-occurrence of one or MFETEAAEE-

more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is

remote.
Related parties BEAL
(@) A person or a close member of that person’s family is @ HBUTALZ BZALTHZALTZAR

related to the Group if that person: K&K B AL [E A R E

() has control or joint control over the Group; () s A AN

(i) has significant influence over the Group; or iy HAKREBERATE: I

(i) is a member of key management personnel of iy AEAEEIRRAGTFRGZETEE
the Group or the Company's parent. BEKE -

(b)  An entity is related to the Group if any of the following (o) 14 ?—T THMEMELE - B EEEAEERS
conditions apply: [FapE

()  The entity and the Group are members of the 0 & E‘“jﬁiéﬁizﬁ‘% EBR-—SBKE
same group (which means that each parent, CIRQEIE=S SN Uy =NS U S
subsidiary and fellow subsidiary is related to the Mﬁ%@x AR LB REE) o
others).

(i) One entity is an associate or joint venture of the iy —HAERBAS BB EEAFN
other entity (or an associate or joint venture of a GErE(AEZ—EBEKERA
member of a group of which the other entity is a ZEEBETKE R R 2 E ATk
member). AEDRE)-

(i) Both entities are joint ventures of the same third (i) MEEBHRR-—F=ZAza&t
party. ¥o
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5. Significant Accounting Policies (continued)

Related parties (continued)

(b)

(continued)

(iv)

(vi)

(vii)

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).

Close member of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity and
include:

M

(i)

(i)

that person’s children and spouse or domestic partner;

children of that person’s spouse or domestic partner;

and

dependents of that person or that person’s spouse or
domestic partner.

Karce International Holdings Company Limited
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BEEAL (&)
(b) (#&)
(iv)

v) ER/AKENBAAEEARMEL
ERE B E B N a5 iR AL 2 BE B tE A AT
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(Vi) EREX(@F#EAATZEHRZHKR
e
(Vi) REOFMBEMNALTHEREERY
EHIBRER (IREBZER

AFEEREXE -

ERALZOBKRERE /AN E

g8 B

\

() BATzZzFREEBBIRENR

(i) BMATEBIREHBZFZ: R

8
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Critical Accounting Judgments

In the application of the Group’s accounting policies, which
are described in note 5, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

Critical judgments in applying the entity’s
accounting policies

The following are the critical judgments, apart from those
involving estimations (see below), that the directors have
made in the process of applying the Group’s accounting
policies and that have the most significant effect on the
amounts recognised in the consolidated interim financial
statements.

Deconsolidation of the PRC Subsidiary and
recognition as an available-for-sale investment

Notes 3 and 18 describe that the Group has been unable
to exercise its power to govern the financial and operating
activities of the PRC Subsidiary and the PRC Subsidiary had
therefore been deconsolidated on 1 December 2009 and
was recognised by the Company as an available-for-sale
investment until the completion of part of the Termination
Transactions with TMDC on 28 February 2013 relating to the
disposal of Precise Media.

EEEH A

RIERMESAT A A RE 2 @5t BURE - AAF
EXAFLEBAREREMKFEZ RS ZE
ENMBEREEZHE  {E RERE- G R
HE R L“E%EALEZ“‘%ﬁ&%&mﬁﬁigz/ﬁ\ﬁﬂ
AE -BEREEXEAGETIARZEMT-

fAat R RR VIR ERE EE T ARE -
W&t 2 ERTEF B HFHRER 28R
@'Jauﬂéﬁﬁer RN L IR T ARER iﬁ”
CHEZ s & S R R
\TaaT&ﬂiXEﬂFaﬁﬁﬂ%MﬁEm

R e BRI EZ EEH B

ATNEFRERARNEESTERBRETAE
H I RAERE R EIE IS 3R R 2 BB A &
BEAREZERHE P RMAEFERI (R
T -

RAGATENREATRERATHESHRR

MR8 REEE MATEBREREH
WEBRm B hk&EBEETB 2N At EP
BEfBARNRZZEENF+ZA —HEUBGRS
AR WYHARAEREAIREERE HEE
RZE—ZF A+ \BEREGEMLY
& 5L H & Precise MediaM#E1T 2 2R 1L 5
Ak
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Critical Accounting Judgments (continued)

Critical judgments in applying the entity’s
accounting policies (continued)

Deconsolidation of the PRC Subsidiary and
recognition as an available-for-sale investment
(continued)

In making their judgment, the directors of the Company
considered the detailed criteria for the consolidation of
an entity as set out in HKFRS 10 “Consolidated Financial
Statements” issued by the HKICPA. In light of the problems
identified, the directors of the Company are of the opinion
that the Group’s ownership in the PRC Subsidiary does not
constitute control and accordingly, deconsolidated the PRC
Subsidiary from 1 December 2009,

Key sources of estimation uncertainty

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

Accounting treatment for the entitlement
of recovery of the total cash paid of
HK$275,000,000

As set out in note 3(vii)(b), following the High Court
Judgment, the Group was entitled to recover the total cash
paid of HK$275,000,000, consisting of the amount of
Promissory Notes early settled to China Eagle in 2009 and
the cash paid to Fairtime in the sum of HK$25,000,000.
The directors are of the opinion that it is not probable that
the future economic benefits will flow to the Group and
accordingly, no receivable was recognised as at 30 June
2013 in this respect.

Karce International Holdings Company Limited
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Revenue

Revenue represents the net invoiced value of sales of
conductive silicon rubber keypads for the period.

Segment information

Information reported to the executive 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 reportable segment,
namely conductive silicon rubber keypads, which engages in
the business of trading of conductive silicon rubber keypads
and associated products.

Segment revenue and results

The reconciliation between the segment revenue and results
and the respective consolidated balances is as follows:

For the six-month period ended 30 June 2013

iy 5

WHEHINIHESEERBRRCBERFR -

7EHEH
RARAERDBREFEMS  AEREE
BERRE ([EBQERRE]) 2RRAH
FHEESHZANERREEERER -

AEBEBRERA BRSNS BEERE
BBRE 2o BN EEEERBIZE LA
EmBESER-

BE—_E—=%/A=+HL<HEA

Conductive
silicon rubber
keypads and
segment total and
consolidated total

BEEEE
BRER
SEEE
BRizEaa:
HK$’000
FHET
Revenue - External sales k& EmEeE 1,262
Segment profit DEBEE 10
Unallocated kP BZWA (FAX)EAB:
income/(expenses) items:
Central administration costs and FRITBENAREST S
directors’ salaries (5,960)
Other revenue H b Yz 285
Other gains and losses HE bl kBB 319
Gain on derecognition of R ERAE R IR 2 as
promissory notes 87,500
Gain on derecognition of HIEERUBRES 2 W
convertible bonds 271,909
Finance costs L= DN (10,184)
Profit before taxation B B B S ) 343,879
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8. Segment information (continuec) 8. ZEMEFR (#)
Segment revenue and results (continued) D EW R EE ()
For the six-month period ended 30 June 2012 (Unaudited) HEZZ——FXA=THLEAREA (REHE
%)

Conductive
silicon rubber
keypads and

segment total and
consolidated total
BERBRE
Rk
A EJr
RirEE:
HK$'000
T T
Revenue - External sales - EpsE & 4,853
Segment profit DEBEE 18
Unallocated RAEZWA (FAX)EREAB:
income/(expenses) items:
Central administration costs and RRITEEKARESH ©
directors’ salaries (4,316)
Other revenue H A Yz 243
Other gains and losses Hapldzs R BB 80
Finance costs B & K AR (16,009)
Loss before taxation BRELRIEE (19,984)
The accounting policies of the operating segments are KESWr T BURAN Al e A& B2
the same as the Group’s accounting policies described in ETBURRR o 9 8 A 98 9 30 BT BREL 2 % 7 -
note 5. Segment profit represents profit earned by each WESHADERA (FAX)EE  FEHR
the segment without absorption of unallocated income/ LY WM EREFBLERKE Z2RE N
(expenses) items, details of which are set out above. This ETHRERRFEERIE -

is the measure reported to the CODM for the purposes of
resource allocation and performance assessment.

Karce International Holdings Company Limited
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Segment information (continuea)
Segment assets and liabilities

The reconciliation between the segment assets and liabilities
and the respective consolidated balances is as follows:

N

DEER (&)

PEEEREE
SWEERBBEEL AL KSR ZEIHEN
T

Conductive silicon rubber keypads
and segment total

SERERRaERsBEEH
30 June 2013 31 December 2012
—E—=F —
~NB=+H +=—A=+—H
HK$’000 HK$'000
FHET FAET
Assets E5E
Segment assets DEEE - 622
Bank balances and cash WITHEB LIRS 34,338 9,917
Other unallocated assets Hi kD EE 7,097 7,699
Consolidated assets TEBE 41,435 18,238
Liabilities &8
Segment liabilities nHEBE - 115
Unallocated liabilities KOBLBE 3,078 358,773
Consolidated liabilities IREAaE 3,078 358,888

For the purposes of monitoring segment performance and
allocating resources:

- all assets are allocated to operating segments other
than equipment, available-for-sale investments,
prepayments and bank balances and cash; and

- all liabilities are allocated to operating segments other
than accruals and other payables, amount due to a
shareholder, promissory notes, convertible bonds and
deferred tax liabilities.

RERDMERRENEERME

- BRE ATHOERE BARBERRT
RERBREIN IBEEEC I EEKED
7B &

- BEBALEMENE - BN —BR
BRI RHERE - T%hﬁ%& L JE R
HEGBIN FERBECE IR ELEDEL-
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8. Segment information (continuea)

8.

DEEFE (&)

Other segment information Bt 7 & #)
For the six-month period ended 30 June 2013 BE_E—=FXA=1THLXEAHE
Conductive
silicon rubber
keypads and
segment total Unallocated Consolidated
BERE
BREERER
AWEE KRR we
HK$’000 HK$’000 HK$’000
TET THET TET
Amounts included in the measure of 5t E D EBEF FTEIE 2 A :
segment profit;
Reversal of impairment loss HESRUGRIBER
recognised on trade receivables FEEERD - - -
Amounts regularly provided to THRETFEIELERKE
the CODM but not included in BEFEDSBEEXDE
the measure of segment profit or BERTET R ZHUE:
loss or segment assets:
Depreciation of equipment BEZIE - (4) (4)
Finance costs RE R - (10,184) (10,184)
Gain on derecognition of BIEERE LR 2 W
promissory notes (note 21) (FMiEE21) - 87,500 87,500
Gain on derecognition of RIERTBRES 2 Was
convertible bonds (note 22) (BFzE22) - 271,909 271,909

Karce International Holdings Company Limited
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silicon rubber keypads.
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8. Segment information (continuec) 8. ZEWMEFR (#)
Other segment information (continued) Hft 7 f-ﬁ? ‘R ()
For the six-month period ended 30 June 2012 (Unaudited) H=E “HERNAZ+THIEARNEABE (K
mE *; )
Conductive
silicon rubber
keypads and
segment total Unallocated Consolidated
HER
BRBEER
DEAF ROHE oy
HK$'000 HK$'000 HK$'000
FEL T FET
Amounts included in the measure of 5T & % 26 3% F Fr 8 38 2 2UA -
segment profit:
Reversal of impairment loss ESRENREBEERZ
recognised on trade receivables WA EERE (79) - (79)
Amounts regularly provided to THRHETEIELERKE
the CODM but not included in 18 E.ﬁi%ﬁlﬁﬁ“ﬂ DEEE
the measure of segment profit or R 5T I 2 SRR
loss or segment assets:
Depreciation of equipment BB E - € 8
Finance costs BEKAE - (16,009) (16,009)
Information about major customers EBETEEFZEH
Revenues from customers of the corresponding periods RIEERRE Y AEEHEBBEERIBE10%
contributing over 10% of the total sales of the Group are as MEPWETNT
follows:
30 June 2013 30 June 2012
—E—Z=f —E-CF
~NA=+1+H ~NA=+H
HK$’000 HK$'000
TFHET FHET
(Unaudited)
(REEEZ)
Customer A EFEA - 3,017
Customer B =FB - 943
Customer C EFC 1,262 893
1,262 4,853
All of the above amounts are contributed from conductive LWEMBSBHHESHBRBIREMER



Segment information (continuea)
Geographical information

The Group's operations are mainly located in Hong Kong.

The following table provides an analysis of revenue from
external customers derived from Hong Kong, which is the
country of domicile of the Group for the purpose of HKFRS
8, irrespective of the origin of the goods, and information
about its non-current assets by geographical location of the

DEEE (&)
1 B2 & H
AEEY CEEBRNES-

TREHRKREER (RBEEMHRELERES
S s AAEEMAEN) 2B EFPRAZS

(&

wEMREN)  RIREEMEES D

ZEBHEFERBEEZER -

assets.
Revenue from external customers
six-month ended 30 June
RAIBERZEKS
BEXA=THILKREA
2013 2012
—ZT—=F —ET——F
HK$’000 HK$'000
FTHET AT
(Unaudited)
(REEZR)
Sales of conductive HEBEERBIRE
silicon rubber keypads
Hong Kong B 1,262 4,853
Non-current assets
FRDEE
30 June 2013 371 December 2012
—ZT—=F —ET——F
~A=+H +=—A=+—8H
HK$’000 HK$'000
FET T T
Hong Kong BA 17 21

Note: Non-current assets exclude financial instruments.
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9. Finance costs

9.

[LE=g2 %

30 June 2013

30 June 2012

—E—-=F —T—_F
AB=+H NA=Z+H
HK$’000 HK$'000
FTHET FHET
(Unaudited)
(REEZ)
Effective interests on borrowings wholy ZBRAEFABEHEEZ

repayable within five years: BEZERRE
Convertible bonds AR E 5 10,184 15,545
Promissory notes AR - 464
10,184 16,009

10. Income tax credit

10. FRGHE R

30 June 2013

30 June 2012

—E—Z=f —E-CF
~B=+H ~NA=+H
HK$’000 HK$'000
T#ET FHET
(Unaudited)
(REgEZ)
Deferred tax credit— current period RIEF IE K % — A HAfE
(note 23) (MI5E23) 6,316 2,641

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

FE NS TS A P M8 B3 ] 2 1 5 FE AR A s ) 2
165%tH- AR EEEBXMENEREE
SRS EARTURF) - LI R 4R & B
BWMERAELTEFISB R -
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10.

Income tax credit (continuea)

10.

The income tax credit for the period can be reconciled
to the profit/(loss) per the consolidated statement of

comprehensive income as follows:

FrEHiER (2

RABER AEHEREREA

wmAL (BR)HERIT

30 June 2013

EEKERA

30 June 2012

—E—Z=%F —ET-CF
~B=+H NAZ=Z+H
HK$°000 HK$'000
FHET FE T
(Unaudited)
(REEEZ)
Profit/(loss) before taxation: BB AR (EE) 343,879 (19,984)
Tax at domestic tax rate of 16.5% BEHHE16.5%
(2012: 16.5%) —ZE——F:165%)
SFHEZBE 56,740 (8,297)
Tax effect of expenses not deductble N A] 05 3k 2 i 75 52 28
for tax purposes 532 351
Tax effect of income not taxable for BABHBRA ZRBE &
tax purposes (64,018) (40)
Effect of tax loss not recognised AERZBEEBETE 449 360
Utilisation of tax losses previously not B 2 Bl i% R FE R
recognised TIEEE (19) (15)
Tax credit for the period HiRMIAE % (6,316) (2,641)

The domestic tax rate in the jurisdiction where the operations

BB
of the Group is substantively based is used. 7B K

Karce International Holdings Company Limited
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11. Profit/(loss) for the period

11, ZHAREEF 7 (FE)

30 June 2013

30 June 2012

—T—-=5 —ET—_—F
AB=+H NA=+H
HK$’000 HK$'000
THET FHET
(Unaudited)
(RisTEZ)
Profit/(loss) for the period has been NERDE R, (E51E)
arrived at after charging/(crediting): Kk (5T A)
TH|TE B BER:
Directors’ remuneration (note 12) EEME (WHrE12) 434 508
Other staff costs Ha8 TR
— Salaries and other benefits — e hEMET 423 420
— Retirement benefits scheme —iRREFIFHEI 5K
contribution 21 19
444 439
Total staff costs B THKA 878 947
Depreciation of equipment RETE 4 3
Cost of inventories recognised as BRERIZI ZFEXR
expense 1,252 4,835
Management fee (included in EREMA (T ATHME
administrative expenses, note) BIFE) 480 404
Reversal of impairment loss recognised &t & U 7K B #E 52
in respect of trade receivables BEBERE (5 A
(included in other gains and losses), Habas M EE) 558
net - (79)

Note: 5T -

NEFBEBNDSNTFEFNERBERAR (—HMAHA
ANAEEEARTEN IRREZEBERFBLZH
BEAREZ AR IEAAEBMERAEMEZITH
REBRRBE Mz EHRIEF AEG84,0008T (ZF
—ZF 312,000 L) ZRBEADMEEEHHET 2
AHABMESRAZ -

The above amount is paid to Man Lee Management Limited, a
company beneficially held and significantly influenced by an entity
which is also a shareholder that has significant influence over the
Company, for the Group’s share of administrative and management
services for an office premise, including in which an amount of
HK$384,000 (2012: HK$312,000) representing the share of the
rental expenses for the period under an operating lease.
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12. Directors’ remuneration and highest paid

employees

The emoluments paid or payable to each of the seven
(2012: nine) directors were as follow:

12. EEFM R BESEHEE

ENSEN T (ZE—ZF N EFE

(VA:OE ey U

(a) Directors’ remuneration (a) EEFHH
For the six-month period ended 30 June 2013 BE_Z—=-"FRXA=+HILEXERH
0}
Other emoluments
Hftif &
Retirement
Salaries and benefits
other scheme
Fee benefits contribution Total
ek BERT
Name of directors EENS e HtiigF MBS &t
Notes HK$’000 HK$’000 HK$’000 HK$°000
Byt FET FET FET FET
Executive directors; HiTEE:
Mr. Sun Ying Chung FTREE - - -
Mr. Chan Sung Wi BRRELE - 150 154
- 150 4 154
Non-executive directors: HHITEE:
Mr. Lee Kwok Leung FRRLE 60 - - 60
Mr. Yang Yiu Chong, BRREE
Ronald Jeffrey 60 - - 60
120 - - 120
Independent non-executive  BUIHHITEE
directors:
Mr. Lum Pak Sum MEREE 55 - - 55
Mr. Mak Ka Wing, Patick ~ BER&% %4 45 - - 45
Mr. Shum Kai Wing BRRREE © 60 - - 60
160 - - 160
Total emoluments Hies 280 150 4 434

m Karce International Holdings Company Limited
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12. Directors’ remuneration and highest paid

employees (continued)

(a) Directors’ remuneration (continuea)

For the six-month period ended 30 June 2012

12. EEFMEBESHER &)

(a) EFEHM &)

BE_T——"FXXA=tHIXEAHS

(Unaudited) M (REEZ)
Other emoluments
Hipi&
Retirement
Salaries and benefits
other scheme
Fee benefits contribution Total
ek RIREEF
Name of directors ESiA e HioEH BES: A&t
Notes HK$'000 HK$'000 HK$'000 HK$'000
Bk BT FAEL FET FAET
Executive directors: HiTEE:
Mr. Sun Ying Chung FTREE - - - -
Mr. Chan Sung Wai BRRELAE - 150 6 156
Mr. Wong King Lam, Bty
Joseph (@) - 136 6 142
- 286 12 298
Non-executive directors: HHITEE:
Mr. Lee Kwok Leung ZEREE 60 - - 60
Mr. Yang Yiu Chong, BRRLE
Ronald Jeffrey 60 - - 60
120 - - 120
Indeendent non-executive BV FEHITEE -
directors:
Mr. Lum Pak Sum WREREE 30 - - 30
Mr. Law Chun Chol BEMRLE (0) 30 - - 30
Mr. Mak Ka Wing, Patrick ~ ERE%E 30 - - 20
90 - - 90
Total emoluments Eage Bk 210 286 12 508
Notes: B 5
(a)  Mr. Wong King Lam, Joseph not re-elected as a @ BEREERZZTE—ZFA—BILX
director of the Company on 1 June 2012. HER/ARNAES
(o) Mr. Law Chun Choi resigned on 25 September 2012. ) BEFEER-_T—Z-—FhLAZ+HH
BT

(c) Mr. Shum Kai Wing was appointed on 20 September

2012.
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12. Directors’ remuneration and highest paid
employees (continuead)

12. EEF MR EEHFEER &)

(a) Directors’ remuneration (continued) (a) EFEFHFH &)
No emoluments have been paid by the Group to the REZMEEE AEEREE TESHES
directors as an inducement to join or upon joining EABBEEMASIRMAREER 2828
the Group or as compensation for loss of office and SRR EE A EEENETTME -
no directors have waived any emoluments in both
periods.
(b) Five highest paid employees b) ENNREHES
Of the five individuals with the highest emoluments TAEERUERHFALTFR MU (=T
in the Group, two (2012: two) were directors of the —ZF M) BARREE FE 2
Company whose emoluments are included in the SEEREX BT = (ZF—ZF:
disclosure above. The emoluments of the remaining ) AT ZBEWmT
three (2012: three) individuals were as follows:
30 June 2013 30 June 2012
—ET—=F —ET-CF
~B=+H NA=+H
HK$’000 HK$'000
FHET FET
(Unaudited)
(REEFEZ)
Salaries and other benefits Fre kEAmEF 423 420
Retirement benefits RIKEF 21 19
444 439
The emoluments of each of the three (six-month period BE_Z—=FA=Z=+tHILtHHE &5
ended 30 June 2012: three) highest paid employees FN=UREB (=2 ——F A=+
were within the band of nil to HK$1,000,000 during BIEANEASME: =) &82ME N
period ended 30 June 2013. FZ 21,000,000/ 70 2 € [E -
13. Dividends 13. RE

No interim dividend has been paid or declared during each
of the periods ended 30 June 2013 and 2012,

Karce International Holdings Company Limited
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14. Earnings/(loss) per share

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

the following data:

14. BRER (FE)

30 June 2013

ARAREAAEEEREARBERF,
18) R TSI B

30 June 2012

—E—=F —ET-CF
~B=+H NAZ=Z+H
HK$’000 HK$'000
THT FHE T
(Unaudited)
(REFEZ)
Profit/(loss) ®F(BR)
Profit/(loss) for the purpose of basic HAEERERRET, (FHE)
earnings/(loss) per share 2 F (EE) 350,195 (17,343)
Effects of dilutive potential ordinary BEBSTRR  FE:
shares:
Gain on derecognition of RIEER U BRES 2 W
convertible bonds (271,909) -
Release of deferred tax liabilities PR ERERE R TR ES
arising from convertible bonds EEZELERERBEZ
upon derecognition # g (4,635) -
Interest on the convertible bonds AR E 7T 2 F B
(net of tax) ($NBR7IE) 8,503 -
Profit/(loss) for the purpose of diluted BErEEREEART, (FBE)
eamings/(loss) per share ZmH, (EE) 82,154 (17,343)
30 June 2013 30 June 2012
—ZT—-=5 —ET—_F
~B=+H NA=Z+H
’000 ‘000
T T A%
(Unaudited)
(RisTEZ)
Number of shares & A
Number of ordinary shares for the A EERERRF, (FHE)
purpose of basic earnings/(loss) 2 EEIREE
per share 705,460 702,356
Number of ordinary shares for the MEArEEREEART (FE)
purpose of diluted earnings/(loss) 2T BkEE
per share 1,122,875 702,356
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14.

15.

Earnings/(loss) per share (continuea)

The computation of diluted loss per share does not assume
the conversion of the Company's outstanding convertible
bonds since their exercise would result in decrease in loss

per share for the period ended 30 June 2012,

14.

BERERN,(FE) (&)

HRARB ZHARITEARRESETESE
BEE-_E-—_HFRA=THILHBREKRER
B Rt ESREEERE T EER
B EESs-

Equipment 15. ®fE
Furniture,
fixtures and
office equipment
FH -BER
MAERME
HK$'000
87T
Cost B&E
At 1 January 2012 and 30 June 2012 (Unaudited) M-_Z——F—HA—HX
TE——HFRXA=TH (REEXR) 24
Additions NE 12
At 31 December 2012 and 30 June 20713 RZE——F+-A=+—HK
—E—=%XA=+H 36
Accumulated depreciation RiinE
At 1 January 2012 N_E——F—H—H 8
Provided for the period R ER R 3
At 30 June 2012 (Unaudited) RZZE——FXA=+H8 (REEX) 11
Provided for the period REAR B 4
At 1 January 2013 RN-_Z—=%—H—H 15
Provided for the period 7N EA R B 4
At 30 June 2013 RZE—=FHA=1H 19
Carrying amount REE
At 30 June 2013 RZE—=FA=+1H 17
At 31 December 2012 RZE——F+=-_A=+—H 21

The above items of equipment are depreciated on a straight
line basis, after taking into account of their residual values, at

the rate of 25% per annum.

Karce International Holdings Company Limited
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16. Intangible asset

6. BFLEE

Patents
E 4]
HK$'000
T T
Cost 5% 3
At 1 January 2012 and 31 December 2012 R-ZE——F—AF—HK —“#+=A
=+—H 668,000
Disposal & (668,000)
At 30 June 2013 RZE—=FA=+H -
Accumulated impairment losses RiRESER
At 1 January 2012 and 31 December 2012 RZZE—=—F—HA—B8X —F+=AH
=+—H 668,000
Eliminated upon disposal & R R (668,000)
At 30 June 2013 R_ZE—=FA=+H -
Carrying amount REE
At 1 January 2012, 31 December 2012 and N_ZE— :$ ﬂ EI —E——F
30 June 2013 —A= T—=FH=+H -

As set out in note 3(i), the Group acquired Pacific Choice
Group during 2009, the fair value of the intangible asset
was valued at HK$668,000,000 by Messrs. B.l. Appraisals
Limited ("B.I. Appraisal’), independent qualified professional
valuers, at the date of acquisition (i.e. 15 January 2009)
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 intangible asset was to be amortised on a
straight-line basis over the estimated useful life of 10 years.
No amortisation is recognised before it is fully impaired
during the year ended 31 December 2009 since the LCoS
television business has not yet commenced.

As set out in note 3(iv), the carrying amount brought
forward to 1 January 2011 was resulted from a reversal of
impairment loss based on the amount of non-refundable
deposit of HK$50,000,000 received from Good Choice in
January 2011 for the proposed disposal of Pacific Choice
Group and afterwards an impairment loss of the same
amount was recognised in profit or loss for the year ended
31 December 2011 because the Group and Good Choice
reached a cancellation agreement on such proposed deal
on 24 August 2011, As a result, the carrying amount of the
intangible asset as at 31 December 2011 and 2012 were
both zero.

AEEFK ZZTENF WEEPacific Choicefk &
(BT sES()FTEL) - B A B R B EMEMR
AR EAR AR ([MRABEERFE]) R
BAB(ZZETZNF—AT+HAB)BRELMR

REREFHEREEZATFEETHEY
668,000,000/ JT °
EREERETE s EREBEEGHEMAET

22 L1 M A ELCoSE R M AR R B 1 2 EH K2
/I?ﬁﬂ%ﬁ%

BRVEEKRAGREGERMGT TFHEZF
FRT] i R FHIMESH - N LCOSEMEB W KRR
-8 ERNEE_TTAEF+T_A=1—H
I FEAEE 2 BURE 2 A fF L #HE -

B ES(VFTE A EE T ——F — A
—BZzEEENER_Z——F—AniE#
H & Pacific Choice® B B Good Choiceit BX
50,000,000 Tt~ TR ER & 2 B EKBERE
FrEA MHEEBHRRASEBEHGood Choicet B
ez smRh_2—— N \A-_tmeE
BirEpEmRNEE —_E——F+_A=+—
BItFEREBRERRA —FEZREREE A
It BEEER T ——FR_FT—_FT=
A=+—HZEAEAZ-
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16.

17.

Intangible asset (continueq)

Nevertheless, the Group negotiated with TMDC and a
settlement arrangement was reached through a series of
agreements on 27 July 2012 (denoted as the “Termination
Transactions with TMDC" in note 3(vi)) regarding, among
the others, the return of the intangible asset to TMDC. The
Termination Transactions with TMDC were completed on 28
February 2013 and 5 March 2013. Upon the completion, the
Group did not own the intangible asset and derecognised
such accordingly. As the intangible asset was fully impaired
in prior years, the derecognition has given rise to nil gain and
loss in the current period profit or loss.

Goodwill

6. BILEE &)

R AEEHAEHATZEHETESBN =
T-——F+tAZ+TEHN RV HBE (KK
FASVIATEA [HEBMA SR 2KIERS])
ENEERHE ETBEEMaEgMAERERE
BREE - HAaEMAEE I KIERIN_E
— =% -_AZ-+)N\BR-ZZ—=%=AhB%
Ro-RERZER % NEBTBEEREFR
BEVKIBREE BREEE-BREFE
ERBEFERERE  RIERAEEINA
HEESZNEET RIS REE-

17. B&

HK$’000
F#ET

Carrying amount REE
At 1 January 2012, 31 December 2012 and

30 June 2013

RZE——F—HA—H ZF—=—F
+=—RA=+—HBE=-_ZT—=%A=+H -

The entire balance of goodwill of the Group arose from
the acquisition of the LCoS television business through
acquisition of Pacific Choice Group in 2009 as set out in
note 3(i). For the purpose of impairment testing, goodwill
and intangible asset of the Group as set out in note 16 have
been allocated to the cash-generating unit of LCoS television
which was expected to benefit from the above-mentioned
goodwill and intangible asset. The initial carrying amount of
goodwill of HK$77,685,000 and intangible asset 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.

Subsequent to the completion of the Termination
Transactions with TMDC as mentioned in note 3(vi) on
28 February 2013 and 5 March 2013, the discontinued
operation of LCoS Television business to which the goodwill
was allocated has no longer formed part of the Group and
the goodwill was removed accordingly.

Karce International Holdings Company Limited
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MK SIS AEBE B 2 HEF RS
B ZZE TN F W Pacific Choices B Uk B
LCoOSEMREKEL RERNHAME A£E
CREAEANEREE (WHFI6HE)ENER
JEH A P ERETEETH ZLCOSER
ZIREELEN - BH77,6850008 T2 BE
MZEREEREREE TR RABR T ER I
BEBESAHENHETYEREEZE-_ZTAN
FH+-_A=Z+t—BULEFER2ERE-

REAEMAEZEIRIERIR_E—=F=
A+ N NBEZZ—=F=AAB %K (Hn
MRSV PTIl ) 18 - ED IR B R IE R EETS
LCOSEMREB T HEAAEE 2 — MK
Z20MEERRK-



18. Available-for-sale investments

18. At HERE

Amounts comprised: TREBE:
30 June 31 December
2013 2012
—e—z=¢ EF My
NA=+H +=—A=+—8©
HK$’000 HK$'000
T#ET T T
PRC Subsidiary (note ) PRI E A E (MEE) - -
Equity securities listed in Hong Kong, REBE LM ZERFES
at fair value (note i) NFE (M) 6,440 6,712
6,440 6,712
Notes: BfEE

(i)

As set out in note 3(ii), the Group lost the control over
the PRC Subsidiary and the PRC Subsidiary had been
deconsolidated from the consolidated financial statements
of the Group from 1 December 2009. The PRC Subsidiary
was therefore recognised by the Company as an available-
for-sale investment with full impairment loss recognised at the
same time until the completion of the Termination Transactions
with TMDC on 28 February 2013 in respect of the transfer
back of the entire issued share capital of Precise Media as
mentioned in note 3(vii)(@)(). Upon then, Precise Media and
the PRC Subsidiary have no longer formed part of the Group
and accordingly the available-for-sale investment in the PRC
Subsidiary has been derecognised for which fully impairment
was recognised in 2009. The derecognition has given rise to
nil gain or loss in the current period profit or loss.

The fair value is based on the quoted prices of the respective
securities in active markets for identical assets.

(i)

BN FESNFTE AEBMBERERTEMB AR
RIZEGEMTEAMBRARER -_ETNAF
+TZA—BREAKEZREMBREABUE
e AR Bt AR EEPENERBERA
AEHERETRGEHERREBR EE
LB RE3(vil)(2) (1) AT L 88 [B] Precise Mediaz 2302
BORAMR-_TE—=F_A=-+/\B=xkHE
BIEMAEER 2K IER S o 1h1£ + Precise Media
RAEMBEARTEERAEE  —55 - A
- RPBENB AR ZAIHEEREBHN =
SENFEEERRAERLEER - RIEBRE
BYRRAHRBRERNEET RS REE-

RFEDREBEEEFVERTSAREBREE
ZHmEFHESH -
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19. Trade receivables 19. B F1E

The Group generally allows credit periods of 30 to 90 days AEE-RGETHESEP TH0EWORZEF
to its trade customers. An aging analysis of trade receivables EH N mERR BRIBEREZHHZE
presented based on the invoice date at the end of the IR

reporting period is as follows:

30 June 31 December
2013 2012
—E—=F —T—_F
~A=+H +=—A=+—8”
HK$’000 HK$'000
FET T T
0 - 60 days 0£260H - 622
The Group closely monitors the granting of credit and AEBEEYEAGERERTHENSE S
periodically reviews the recoverability of each trade debt. None BEIE U E L o B ERE AR B HI TR AR RE 2 B UL
of the trade receivables that are neither past due nor impaired ?ﬁ’\lﬁﬁ AR FIBRLEE - REMTMHEF
has any default payment history. Before accepting any new CAREBAFHEBEERFZER %f% I
customer, the Group assesses the potential customer’s credit E%)E' ZEERBE -FEP2RESTEHRT-
quality and defines credit limits by customer. Limits attributed
to customers are reviewed periodically.
There are no trade receivables which are past due as at 30 RZE—=F"A=Z1+H AEETEDHH
June 2013 and the Group does not hold any collateral over ZEWRIEEAEE T ERZSETREREN
these balances. The average age of these receivables is B GZ SR RIEF R4 B30
approximately 30 days.
Movement in the provision for impairment loss recognised in EUWHRIBzEERREBEERESHOT
respect of trade receivables is as follows:
30 June 2013 30 June 2012
—ZE—=F —T—_F
~NB=+H ~NA=+H
HK$’000 HK$'000
FHET FHET
(Unaudited)
(RigTEZ)
At 1 January w—H—H - 102
Reversal of impairment losses SRUE S 18 1 B - (79)
At 30 June RANA=+8 - 113
The entire balance of the above allowance for doubtful REREH %211%@@%%1%2@ B A
debts at each reporting date were individually impaired trade ERIE R ER AT A UE Z B 5 E B FIE -
receivables as the management considered such balances KEH I?ﬁiﬂ% ZEEGFEBEMIERSG -

as not recoverable. The Group did not hold any collateral
over these balances.

Karce International Holdings Company Limited
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20. Bank balances and cash

21.

Bank balances comprise short-term bank deposits with
original maturity less than three months carry interest at
0.01% (31 December 2012: 0.01%) per annum.

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 interest in Pacific Choice Group. The effective interest
rate was 16% at the date of issue.

On 16 February 2009, the Group and China Eagle, being 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 was made
on 19 February 2009. The principal amount after the early
repayment and cancellation totalling HK$287,500,000 was
HK$87,500,000.

On 26 April 2010, the Group and China Eagle agreed to
extend the maturity date of the remaining promissory notes
with a principal amount of HK$87,500,000 from 14 January
2011 to 14 January 2012. A gain on extension of maturity
of promissory notes of HK$11,908,000 was recognised in
profit or loss during the year ended 31 December 2010.

The promissory notes matured on 14 January 2012 and
neither had the Group made settlement nor had the bearer
demanded repayment from the Group. As detailed in note
3(vi), the Group inttiated legal proceedings to pursue to take
back the outstanding promissory notes for extinguishment.
As summarised in note 3(vii)(b), the High Court handed down
a judgment on 19 June 2013 that the Group was entitled to,
among the others, the return of the outstanding promissory
notes by China Eagle. Upon then, the Group was discharged
from its obligation of the promissory notes. Accordingly, the
promissory notes at amortised cost of HK$87,500,000 was
derecognised and the resulting gain of the same amount
was recognised in the current period profit or loss.

20. $R1T

21.

FERRE

R174 ﬁa%ﬁ”%ﬁiﬂ
TEZTBFEFNER00I%(ZF
=+—H:001%)t B

MHZ@%E
——F+=A

ARREE

M3 ATE R=ZEZEAF—A+HA A&
EEIZET 8 EE17375,000,000/8 L 2 & H 2
B 1 BB Pacific Choicete Bz 2 EEZE 2
HORE-RBEITHHZEBRFNEER16%

RZZEZNF A+ XEE &China
Eagle (BERAZBEFEAN)ERE  WLHIR
F{8i#250,000,0008 7T AE K EBEASEZ
10% (BN37,500,000/8 7T ) # st 88 - WAL E
FreE-EEBER _ZTNF_A+NLHETT-
RPEE M A 287,500,000 T8 2 A
% %8 587,500,000/ 7T °

RZZE—ZFFWMA=Z+/H K&EE KChina
EagleE A& 15 4 & € 8H/A87,500,0008 7T < #;
TEAREEINPER-_E——F—A+tHAT
EE-_Z——F—A+tHB -HE_ZT—ZTF
T AZ+—BIEFE ERAXEEIHA
2 Y2511,908,0005 LA 18 %5 A FER -

EAEBER-_T——_F—-F+WARH K&
B AREL S BEEEEFEANEZRR
EBEE - AN F3VFTEF I AEEE A
JERITE) LA S SR UR [B] % 5 = 4% DA sE 88 o 39 an B
E?S(\/ll)( )FME%L SEFEFRERZE—=ZF X
ATHBHEEER NEEBEEE (HFEE)
China EagleiR Bl#& X EE v M AR EE ST - It
% AEBRARZE 2 EEEWER - Ft
B 58 K 7R /87,500,000 7T 2 7 1 R IR B 4R
IR EEZEReE 2 KERN ABHER
R
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21.

22.

Promissory notes (continuea)

The movements of the carrying amount of the promissory
notes are as follows:

21. BAEE (&)

EAEEERZEREEZESHNT

HK$'000

FABT

At 1 January 2012 N-_Z——4—H—H 87,036
Interest charge for the period (note 9) RNERRE 2 A B (MEE9) 464
At 30 June 2012 (Unaudited) R-ZE——FNA=Z+H (REEKR) 87,500
At 1 January 2013 R—E—=F—H—H 87,500
Derecognition of promissory notes R R IR (87,500)

At 30 June 2013

R-T—=FXA=T1H -

Convertible bonds
Zero-coupon Tranche 1 Bonds due 2014

As set out in note 3(i), 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 at zero coupon rate as
part of the consideration for the acquisition of Pacific Choice
Group. The Tranche 1 Bonds are convertible into fully paid
ordinary shares at a conversion price of HK$0.4 per share,
subject to anti-dilutive adjustments. Upon full conversion a
total of 750,000,000 new ordinary shares would be issued
by the Company. The Company shall redeem any convertible
pbonds which remain outstanding on the maturity date at its
principal amount.

The convertible bonds contain liability and equity
components. The equity component is presented under the
equity headed “convertible bonds reserve”.

The fair value of the liability component of the convertible
pbonds 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
effective interest rate of the liability component is 14% per
annum.

m Karce International Holdings Company Limited
FREXEEERAA

22. MR ES

R-FE-—OFIH2E—HELEF

MMES)E R F—A+HE - ZS
REBTR_E—NF—A+MHARERS
%8300,000,0008 L 28 — T 8 Lﬁf&%ﬂ&z
fEPacific ChoiceS Bl 2 B RE - FE—HEH
ERBRESROAE T (AEITREERE)E
BAEBR LB E”F%(L?Wé AR E
174 $£750,000,000R% 31 L& 3@A% « KR RIZBIRE
R FEERIAEH B M RITHE < A A R E
%—;o

AMEESFESRBERERE D A HR
SR Tz [ABERERFHE] 27

ABmREFEEBMRETEHZ ATFERS
SHEMKIER S IETBRIRE KRBT IS F
?HEEEZﬁqu?EPUEé/mﬁzfﬁﬁﬁ’ﬁ;ﬂm E\
B 2 BT R BT F14% -



22. Convertible bonds (continuea)

Zero-coupon Tranche 1 Bonds due 2014
(continued)

None of the Tranche 1 Bonds was converted from the date
of issue to the dates of extinguishment as mentioned in
notes 3(vii)(a)(iii), 3(vii)(b)(ii) and 3(vii)(b)(iii) with respect to the
completion of the Termination Transactions with TMDC on 28
February 2013 and the High Court Judgment in respect of
the legal proceedings against the Vendors on 19 June 2013.

As a result of the completion of the part of the Termination
Transactions with TMDC, the Group cancelled the part
of Tranche 1 Bonds issued to TMDC with the principal
amount of HK$187,200,000, and a resulting gain of
HK$167,218,000 representing the carrying amount at
amortised cost on 28 February 2013 was recognised in the
current period profit or loss.

In addition, as a result of the hand down of the High
Court Judgment on 19 June 2013, Group cancelled the
part of the Tranche 1 Bonds issued to the Vendors with
the principal amount of HK$112,800,000, and a gain of
HK$104,691,000 representing the carrying amount at
amortised cost on 19 June 2013 was recognised in the
current period profit or loss.

Upon the derecognition of the whole Tranche 1 Bonds
as mentioned above, the related equity components as
split at initial recognition of the Tranche 1 Bonds totalling
HK$120,398,000 was transferred from the convertible
bonds reserve to the accumulated losses within the equity.

The movements of the carrying amount of the liability
component of the convertible bonds for the periods are set
out below:

22. (AR ES (&)

R-FE-—NFEIHzF - HELEF

(%)

B 377 B B2 B EE3(vii)(a) (i) 3(vil) (o) (il) &2 3(vil) (b)
(it 2 s B H - BIEE —HESHR =T
—=F A+ \HERZHAEEMAZEZ
BIEZRGRBHBEEAOERFAR-E—=
FRAThBzaS AR AmEZ R

HREAEGEMAZEZIMHRIERS &
EEFHEINREERAEZERETASSH
£187,200,0008 L 2 & —#EFH B K&
167,218,000 LHER=_E—=F A=+ N\
BIZ#EmRAZREE SRAEEZEBER
R

N BREEERER T —=FA+A
ZEOR AEEFHBOHBELETZ2AE S
#/5112,800,000/8 T2 % —#EH - FAFHK
8104,691,0008 TR —T—=F At
AREERAZREE ERNKABEERNE

=7
s ©

MR PR IEERE2IE —HES D8
BMRE-MEFSOHRZ2EEEZLHEH
120,398,000/ e B A/ R EFRiEERE
AR EE-

AR ES R EHG 2 BEEREBRERNRN
EHHIIWT -

2013 2012

—E—Z=f —E-—F

HK$’000 HK$'000

FHET FHET

(Unaudited)

(REgEZ)

At 1 January n—A—H 261,725 229,583
Interest charge for the period (note 9) NERRE 2 B (HIEE9) 10,184 15,545
Derecognition of convertible bonds IR AR E (271,909) -
At 30 June RANA=+H - 245128
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23. Deferred tax liabilities

The major recognised deferred tax liabilities and the
movements thereof during both periods are as follows:

23. EIEHEEE

BERZEIBELEHRBRABRERMERERNZ

BHEENT

Promissory Convertible
notes bonds Total
RRER Rk ES e
HK$'000 HK$'000 HK$'000
FET FET FET
At 1 January 2012 NZE——F—F—H 76 11,619 11,695
Credited to profit or loss FFABER
— Release upon amortisation of —REBEEBRAN XX
promissory notes and convertible BHEEAHERK
bonds under the effective interest AR AR (& 5 R B [
method (76) (2,565) (2,641)
At 30 June 2012 (Unaudited) RZZE——FXA=1H
(REER) - 9,054 9,054
At 1 January 2013 RZE—=F—H—H - 6,316 6,316
Credited to profit or loss FFABE#R
— Release upon amortisation of —IRBERR =L H
convertible bonds under the TR ES R
effective interest method - (1,687) (1,681)
— Release upon derecognition of — PRI AR ESHEEE
convertible bonds (note 22) (M 7E22) - (4,635) (4,635)
At 30 June 2013 RZE—=F-HA=+H - - -
At 30 June 2013, the group entities in Hong Kong have, RZE—=FA=+H REBEEEEHE

subject to the consent of the tax authority, total unused tax
losses of approximately HK$15,879,000 (31 December
2012: HK$18,188,000) available for offset against future
profits. No deferred tax asset has been recognised due to
the unpredictability of future profit streams. The losses may
be carried forward indefinitely.

Karce International Holdings Company Limited
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(AFRBERERE) /] BRI BEZ R 2K
AMIBEEBELNA15879,0008 T (=&
——H+=-A=+—H:18,188,00087T) ° iy
RABETEETHZEN M EERELEREE

E-BHEBRAIERAGEE-



24. Share capital

24. IR

Number of Nominal
shares value
K& A H{E
‘000 HK$'000
T 1% T T
Ordinary shares of HK$0.1 each FRREEO. /BT B
Authorised: EE:
At 1 January 2012, 31 December R_ZE——F—H—H-
2012 and 30 June 2013 —E——F+=ZA=+—H
MZT—=FXH=TH 20,000,000 2,000,000
Issued and fully paid: EBRTRAR:
At 1 January 2012, 30 June 2012 and HRZ—_ZE——_F—H—AQ-
1 January 2013 —E—ZHFXA=1+HK
—E—=%—H—H 702,356 70,236
Placing of new shares B & 31 140,468 14,047
At 30 June 2013 RZE—=FA=1+H 842,824 84,283

On 7 June 2013, the Company entered into a placement
arrangement with the then independent investor for the
issuance of 140,468,000 new ordinary shares at HK$0.21
per share under the general mandate of the Company. These
newly issued shares rank pari passu in all respects with
the existing ordinary shares of the Company in issue. Total
proceeds from the placement are HK$29,084,000 after the
deduction of direct issue costs of HK$414,000.

The excess of the gross proceeds of HK$29,498,000 from
the placement over the nominal value of the ordinary shares
issued of HK$14,047,000 amounting to HK$15,451,000
has been recorded in the share premium account.

RZE—=ZFANALH ARAEERFZETL
WEEHI YR ERBZURBEARG 2 —RIEE
E17140,468,000 F R EBEO 21 L2 T E
AL - R EHEITRGERATA HEEARF
BEEETETRAREZERSERN - NHNBRERE
LT AN A414,000/8 L% - BLE BIH Z TS RUA
4858 /420,084,000 TT

Bl &= 18 2 AT 15 7K T8 #2 %520,498,0005% 7T 8
HEETEBMRMEEI4047,0008 L2 458
15,451,000/ ST E st A D )& EER
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25. Share option scheme

The Company's share option scheme (the "2002 Share
Option Scheme”) was adopted on 29 May 2002 under
which the Board of the Directors may grant options to
eligible participants, including employees and directors of the
Company and any of its subsidiaries, to subscribe for shares
of the Company. The 2002 Share Option Scheme is valid
and effective for a period of 10 years commencing from the
adoption date after which no further options may be issued.
The 2002 Share Option Scheme was lapsed on 28 May
2012,

At the annual general meeting of the Company on 1 June
2012, an ordinary resolution to propose a new share
option scheme (the “2012 Share Option Scheme”) has
been passed. The 2012 Share Option Scheme was
thus approved and adopted at the general meeting and
subsequently approval has been granted by the Stock
Exchange. The 2012 Share Option Scheme is valid and
effective for 10 years commencing from the adoption date
(i,e. 1 June 2012). The number of shares, which may be
issued upon exercise of all outstanding options granted
under the 2012 Share Option Scheme and other schemes
adopted by the Group, is not permitted to exceed 30% of
the shares of the Company in issue at any point in time.
The total number of shares in respect of which options may
be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed () 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate value
pased on the closing price of the shares at the date of each
grant, at any 12-month period unless such grant is approved
by independent shareholders at general meeting.

Karce International Holdings Company Limited
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=B R 8

ARRAR-_ZEZE_FREA-TNERAERE
BRiEAE (T _FRBREFE]) &
- EBEEEARAER2EE (BREARAR
HEAMBARZEERESR) RHAREA
RAIRMD 2 RIBERE — ST FRERE
EVARMBEPEF TFERAER BRETF
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B T ——FREKETIALNBRERARS
FEMERFEMN BREEAE AR EALE -
TE - CFRERETEARERMBE (A=
T——FXA—H)BFATERNBR - 1TERE
ZECFREREAERAEERRR EAd
BB AR ARITERERE M A BE R 1T
ZEHEE  TNEHBBAEAEEAQR B ET
D 230% - 1B - T — — FRBIRETER
REERMNZ LM EIT R T 2 REREZ
BRSNS BARMNBBEARRE T
B4R 2 10% I+ — & A HAR - alRE [T 1n)
ATREZRBREZ BERODEHTSEBEA
(A RE BT 20 1%L (INRIER &K H
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25.

26.

27.

Share option scheme (continuea)

Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option maybe 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.

Since the adoption of the above schemes, no share options
have been granted under the 2002 Share Option Scheme
up to 28 May 2012 and the 2012 Share Option Scheme up
to 30 June 2013.

Retirement benefits schemes

The Group participates in 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.

The retirement benefits scheme contributions charged to
profit or loss represent contributions payable to the MPF
schemes by the Group at specified rates.

During the period ended 30 June 2013, the retirement
benefits scheme contributions are approximately HK$25,000
(six-month period ended 30 June 2012: HK$31,000).

Capital commitments

The Group did not have any significant capital commitment
as at 30 June 2013 and 31 December 2012.

25.

26.

27.
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RERAXEEERLF

28. Subsidiaries 28. fEB A 7]
Particulars of the Company's subsidiaries as at 30 June N_E—=F R A=TARZZE—Z-+=HA
2013 and 31 December 2012 are as follows: =+ —A ARFRIZWBRBFBHOT:
Nominal value of
Place of issued and
incorporation fully paid ordinary
or registration/ share capital/ Attributable equity interests
Name of subsidiary operation registered capital by the Company Principal activities
BRBINEE BRITRBELER
HEAERE ERME BF/BMEFEE FOREEZRFEE TERH
Directly Directly  Indirectly Indirectly
EE HE & &
% % % %
2013 2012 2013 2012
“$-=%f —T-—% Z$-ZFf —T-—F
Champion Keypad Hong Kong HK$1,000 - - 100 100 Trading in conductive
Manufacturing Limited Ordinary shares sllicon rubber products
PRRBEUEARAR Bk LK1 0008 T EEEEREREN
Gold Concept Limited British Virgin Islands USH1 100 100 - - Management service
Ordinary shares
RBEENES BERIET BERE
Gold Pioneer Enterprises Limited  British Virgin Islands US$1 - - 100 100 Inactive
Ordinary shares
EERNES ERRIET HEEH
Great Perfect Investments British Virgin Islands US$1 100 100 - - Management service
Limited Ordinary shares
RRRAHS LRRIET EERB
Hong Shing Industrial Limited Hong Kong HK$10,000 - - 100 100 Trading in conductive
Ordinary shares slicon rubber products
RREZARAT BE LER10,0008 T EESBRGBER
Long Trinity Limited British Virgin Islands US$1 100 100 - - Inactive
Ordinary shares
) e ERRIET EEE3
Max Dynasty Limited British Virgin Islands US$1 100 100 - - Investment holding
Ordinary shares
KBRS ERRIET RERR
Milion Well Creation Limited Hong Kong HK$1 - - 100 100 Management service
Ordinary shares
BEARERLA BiE ERRIET EERH



28. Subsidiaries (continuead)

Nominal value of

28. BTl (&)

Place of issued and
incorporation fully paid ordinary
or registration/ share capital/ Attributable equity interests
Name of subsidiary operation registered capital by the Company Principal activities
BRMAINERE/ BRTRBEHER
HELRRE ERME Bx/BMEFEE FOREMEZRFER TERHK
Directly Directly  Indirectly  Indirectly
EE HE M &
% % % %
2013 2012 2013 2012
—2-Zf§ _—Z-_% ZB-Z§ _ZT-_F
On Shing Holdings British Virgin Islands US$10,000 - - 100 100 Investment holding
Company Limited Ordinary shares
ZEERERAT RRRRES Li@R10,000% T REER
Pacific Choice Holdings Limited  British Virgin Islands US$10,000 - - 100 100 Investment holding
Ordinary shares
EERNES LiER10,000E T REER
Redditch Enterprises Limited British Virgin Islands US$10,001 100 100 - - Investment holding
Ordinary shares
EERNES ZRER10001ET REER
Sheenway Limited British Virgin Islands US$1 - - 100 100 Holdings of patents
Ordinary shares
HEERAF RERAES LERIET BEEN
Sourcestar Profits Limited British Virgin Islands US$1 100 100 - - Investment holding
Ordinary shares
EERRES ERRIET REER
Starwick Development Limited British Virgin Islands US$1 - - 100 100 Investment holding
Ordinary shares
EBERNES ERRIET REZR
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29. Reserves 29. & 1E

Capital Investment  Convertible
Share redemption Special  revaluation bonds Accumulated
premium reserve reserve reserve reserve losses Total
BERE REER TRERES
BiER fiE  WRRE 140 140 RitER it

HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000 HK$'000
THAT T T TR TET TET T

At 1 January 2012 R-Z—-—5—-f—H 102,675 1,064 (123) (14) 120,398 (601,593) (377,093
Loss for the period AEBER - - - - - (17,343) (17,343)
Increase in fair value of o ERENTEEM

avallable-for-sale investments - - - 462 - - 462

Total comprenensive income AEF2ERREE
for the period - - - 462 - (17,343 (16,831)

At 30 June 2012 (Unaudited)  R=F——FAA=T1H

(RE2Z) 102,675 1,664 (129) 448 120,398 (618,936) (303,974)

At 1 January 2013 RZZ-=%—-F—H 102,675 1,564 (123) 1,478 120,398 (636,878) (410,886)

Profit for the period KERER - - - - - 350,195 360,195
Decrease in fair value of A HERENTERD

available-for-sale investments - - - (272) - - (272)

Total comprehensive income ARz ENRAE

for the period . . . 72) - 30195 340923
Placing of new shares (note 24) B2 & #i Rkt (Fito4) 15,451 - - - - - 15,451
Share issue expenses (note 24) IR E1TR S (HFE24) (414) - - - - - (414)

Transfer of convertible bonds REIEBERATARESRE
reserve upon derecognion of BRI BREFFHEE
convertible bonds (note 22) (HizE22) - - - - (120,398) 120,398 -

At 30 June 2013 R-2-=F/ A=1AH 117,712 1,564 (123) 1,206 - (166,285 (45,926)

m Karce International Holdings Company Limited
FREXEEERAA



30. Related party disclosures

Other than those disclosed in notes 11 and 12, during the
period and at the end of the reporting period, the Group
had the following transactions and balance respectively with
related parties. These transactions do not constitute either
connected transaction or continuing connected transaction
as defined under Chapter 14A of the Listing Rules.

(i)  Particulars of amount due to a related

30. BEALHE
BRI EETTRICAAREEIN AR REH
RASEEEALDHEB TR B R
o % ERHANB LT RBNEVAAZ TR
EZHERFEAFEBERS -

() JEff—EBEAL 2 HERHS

party
30 June 31 December
2013 2012
—E—=%F —T-_F
NA=+H +=-A=+—H
HK$’000 HK$'000
THT T T
A shareholder, who has KRl —UEBERFENN
significant influence, of the MR - ETASERE BE
Company, included in (FF3E)
non-current liabilities (note) 1,653 1,653

Note:

The amount is unsecured, interest free and has 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.

B &L -

ZAA B R B MW EEE RN - RRER
ETERMESRREA T —EAZREE -FEI - &%
RIEDERIERE -
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30. Related party disclosures (continuead)

(i) Key management compensation

The remuneration of the key management of the Group
during the periods was as follows:

30. EEALTEE &)

(i) EEEEASFHH
HNAEETEERASHEMOT :

30 June 30 June

2013 2012

—E—Z=F —E—CF

NB=+H ~NA=+H

HK$’000 HK$'000

FERT FAT

(Unaudited)

(RisTZ)

Short-term benefits EHEIEH 550 616
Retirement benefits scheme ROKEFIET B 5K

contributions 10 18

560 634

The remuneration of directors and other members
of key management is determined by the board of
directors having regard to the performance of individual
and market trends.

31. Capital risk management

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

The capital structure of the Group consists of debt and
equity attributable to owners of the Company. This includes
the promissory notes amounting to HK$NIl (31 December
2012: HK$87,500,000), convertible bonds amounting
to HK$Nil (31 December 2012: HK$261,725,000) and
amount due to a shareholder amounting to approximately
HK$1,653,000 (31 December 2012: HK$1,653,000)
disclosed in notes 21, 22 and 30 respectively, and equity
attributable to owners of the Company, comprising issued
share capital amounting to approximately HK$84,283,000
(31 December 2012: HK$70,236,000) and various reserves
less accumulated losses amounting to approximately
HK$45,926,000 (31 December 2012: HK$410,886,000),
totalling HK$40,010,000 (31 December 2012:
HK$10,228,000).

Karce International Holdings Company Limited
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EERHMITEERABKE 25 M H
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31. EXEKRERE

AR EEBE (S RBEAT BT EBHAAR
AR (R AN 5 B RS AL A B IS B
B SR A B A B R - A R RS B R O
AT

AEBZEARBREEHRRAAREER A
FEG o L B IE D BRI 5E21 ~ 22 X308
BE2EA(ZE——-F+_A=+—8:
87,500,000 L) v A A EE -TEL(ZF
——F+_-A=+—H:261,725000#T) Z
AR ES Y A1,658008 T (T —=
F+=-HA=+—H 1,653,000/ T) 2 EN—
ERBRRBEARARG A ABGER (B

=+—H 70,236,000/ 7T ) 2 B EITRARL
545,026,000t (ZE——F+=-_A=+—
H:410,886,0008 L) 2 S BEEREZTE
1) - #% 540,010,000 7T (ZE——F+=
A=-+—H:10,228,000/ ) °



31. Capital risk management (continuea)

32.

The directors of the Company review the capital structure
regularly. As part of this review, the directors consider the
cost of capital and the risks associated with each class of

capital.

Based on recommendations of the directors, the

Group will balance its overall capital structure through the
payment of dividends, new share issues or share buybacks,
as well as the issue of new debt or the redemption of
existing debt.

@)

31. EXARKRERE &)

AAREETHEMEARE -(EBRXNEH
W—PBr EFEFHESTEBERAFTBENELK
AERRAB AEBEEES 2 EBEREBIK
A% B, B 1T 37 A% Sk R 17 B8 (] DA e 38 B 75 sk
EOREERE UFOHHEERERERE-

Financial instruments 32. @@ T H
Categories of financial instruments (a) /T HEF
30 June 31 December
2013 2012
—E—= —EF——F
~B=+H +=—A=+—81
HK$’000 HK$'000
FET T T
Financial assets EMEE
Available-for-sale investments A ERE 6,440 6,712
Loans and receivables (ncluding B R REWZIE (BERE &
cash and cash equivalents) ReEMEER) 34,654 10,539
Financial liabilities k- A=K
At amortised cost LA SR AN R 3,078 352,572
Financial risk management objectives and b) BBEBREZEEERKE

(b)

policies

The Group’s major financial instruments include
available-for-sale investments, trade and other
receivables, bank balances and cash, other payables,
amount due to a shareholder. Details of the financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
include market risks (currency risk and equity price
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.

AEBEZFEZEcRTIABEAHLEER
B EHREMBYIE RITEFLR

& R RN RE RN — B RRKIA
BElzZS2RTAZFBES AT

WRE-EZZESMIASE ABBED
LRk (EEERREKRERR) EFEERE
A&?ﬁ@)éﬁiﬂ o T3 H B an ] PEAK 5%
%EWRARZEZ% EEEEEREEZER

AR AR B B K B U BR BUGE S o
ﬁf%ﬁﬂﬂﬁﬂfﬁifﬁﬂ 2 2 UK B AE

a4

8 e
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32. Financial instruments (continuea)

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

Market risk

()

(i

(i)

Currency risk
Currency risk to the Group is minimal as most of
the Group's transaction are carried out in Hong
Kong dollars.

Equity price risk

The Group is exposed to equity price risk
through its investments in listed equity
securities that accounted for as available-for-
sale investments of the Group. The Group’'s
equity price risk is mainly concentrated on equity
instruments operating in banking industry sector
in Hong Kong and PRC quoted in the Stock
Exchange.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to equity
price risks at the end of the reporting period. If
the prices of the respective equity securities had
been 10% higher/lower, investment revaluation
reserve of the Group as at 30 June 2013
would increase/decrease by HK$644,000 (31
December 2012: HK$671,000) as a result of
the changes in fair value of the listed equity
available-for-sale investments held by the Group.

Credit risk

In order to minimise the credit risk arising from
the financial assets held by the Group, the
Group reviews the recoverable amount of each
individual trade and other receivables at the end
of each reporting period to ensure that adequate
impairment losses are made for irrecoverable
amounts. In this regard, the management of the
Company considers that the Group's credit risk
is significantly reduced.

At 30 June 2013, the Group had no significant
concentration of credit risk on the trade
receivables.

Karce International Holdings Company Limited

RERAXEEERLF
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32. Financial instruments (continuea)

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

Market risk (continued)

(i)

Credit risk (continued)

At 31 December 2012, the Group had
100% concentration of credit risk of the total
trade receivables from the Group's largest
customer, which was engaged in the business
of conductive silicon rubber keypads. The
concentration of credit risk by geographical
location was in Hong Kong at the end of the
reporting period. The directors had assessed the
credit quality of the debtor and had continuously
assessed the recoverability of such amount.
The Company considered the largest customer
had good repayment history and credit quality
with reference to its track records. The directors
considered the debtor was of good credit quality
pbased on the regular assessments of such
customer and the absence of any default record
in the past.

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.

Liguidity risk

As set out in note 3(vii), following the completion
of the Termination Transactions with TMDC and
the hand down of the High Court Judgment, the
promissory notes (note 21) and Tranche 1 Bonds
(note 22) were derecognised during the current
period and as a result the liquidity of the Group
has been greatly alleviated as at 30 June 2013.

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure
that it maintains sufficient reserves of cash to
meet its liquidity requirements in the short and
longer term.

The following tables detail the Group's
contractual maturity for its financial liabilities
based on the agreed repayment terms. The
tables for non-derivative financial liabilities have
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.

32. €M I A (&)
b) HHEEBEEEERKE (&)

miRmE (2

(i)

=ERK (&)

W-E——F#+_A=+—H XK
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BRBEER100%EREERR - 5t
wEmMs RBEPFRZEERR
EHRREB-EEOTHERRE
ZEEEEIHETEZSREL
ARERE - ELEHFREDE A
RARABRARFABRIFEER

P ZE WG FOAEY B
Risk BURBEBABRIFEEE
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EERMZZFEBITA K LEXA
MEN AEEYEEFAEMER
ZEREERR-

nBEE AR

A 40 PR RES(vil) BT - TR SE R B B
MBF R ZRIER G REEERE
RE M ARLEE (HFE21) KFR
—H#E S (MEE22) AR & (-7
RoMAL AEEZRBESE
R-E—=FRNA=1THEXEX

== o

=

RE BRI Z RS TE B B R IR B
RERRDESHF R BERERFT
HwHREFHEE WnETEEHRES

TR FMAR R 5 & KGR T E A
SESRBEEZAOI A -FIE
TEEMEaEmMS  ZRIRERN
SEWELINFAKFARZE
MEEIRMRARSRRER -

Interim Report 2013
TE-ZFHHRE

103




of redemption at maturity on the assumption
that there are no redemption or conversion of
the convertible bonds.

(c) Fair values of financial instruments

The directors considered that the carrying amounts
of financial assets and financial liabilities carried at
amortised cost approximate to their fair value.

Financial instruments that are measured subsequently
to initial recognition at fair value, represent the
Group’s investments in listed securities in Hong Kong
accounted for as available-for-sale investments,
amounted to HK$6,440,000 (31 December 2012:
HK$6,712,000) as set out in note 18, is based on
Level 1 measurement which is determined by quoted
prices in active markets.

Karce International Holdings Company Limited
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32. Financial instruments (continued) 32. €@ T H (#)
(b) Financial risk management objectives and b) BBEBREZEHERBKE (&)
policies (continued)
Market risk (continued) miBmE (Z)
(iv)  Liquidity risk (continued) vy mEEZRR (&)
Liquidity and interest risk table nBEQRIBRAKRE
Weighted Carrying
average Total amount at
effective Less than Over undiscounted 30 June/
interest rate 1 month 1 Year cash flows 31 December
®
RBE+R/
mgFy ¥R +=B=+—-H
ERTE PMER BB1E ReRuE IREE
% HK$'000 HK$'000 HK$'000 HK$000
% FEL FEL FEL T
30 June 2013 —E-Z£XA=+H
Non-derivative financial ETEEMAR
liabilities
Other payables HiET5E - 1,425 - 1,425 1,425
Amount due 1o a shareholder B — &R R FE - - 1,653 1,653 1,663
1,425 1,653 3,078 3,078
31 December 2012 —E--§+-R=+-H
Non-derivative financial ETEEMAR
liabilities
Other payables At ENFIE - 1,694 - 1,694 1,694
Amount due to a shareholder B — R RRFHIE - - 1,653 1,653 1,653
Convertible bonds - liability aRRESF-8EHHD
component (note) (B3E) 14 - 300,000 300,000 261,725
Promissory notes EARLRE 16 87,500 - 87,500 87,500
89,194 301,653 390,847 352,572
Note: This is categorised based on contractual term BEEE s b AR 45 R AR 3 4 P (2] s # ]

AR (A M A E B B S 2 A4
R -

THT AR FE

EERR REEHRNIIRZEMEER
TRAEECEmMERLAFERE-

R EREREATFEFEZeM T A
(BPAREERES LMEHRZRE A
AMEHEEREAR) £6,440,0008 7T (=
T ——_F+ZHA=+—H:6,712,000%
70) (BRanMIsE18ATEL) « TR B & —
e (ERNERMBZREET) S
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