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INTERIM RESULTS

The board (the “Board”) of directors (the
“Directors”) of Karrie International Holdings Limited
(the “Company”) is pleased to announce the
unaudited condensed consolidated profit and loss
account of the Company and its subsidiaries (the
“Group”) for the six months ended 30 September
2004 together with the comparative figures for the
corresponding period in 2003, the unaudited
condensed consolidated balance sheet of the Group
as at 30 September 2004 together with comparative
audited figures for the immediate preceding year
end, the unaudited condensed consolidated cash
flow statement for the six months ended 30
September 2004 together with the comparative
figures for the corresponding period in 2003, and
the unaudited condensed consolidated statement
of changes in shareholders’ equity for the six
months ended 30 September 2004 together with
the comparative figures for the corresponding
period in 2003 (collectively “Unaudited Interim
Financial Report”) as follows:
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Karrie International Holdings Limited

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

1 W3 5% 5 R 4 o

For the six months ended 30 September 2004
BE_FFMNFENA=+HIEANEA

For the six months
ended 30 September

BRELA=ZTHIEAMEA

2004 2003
ZREPAE TERER A
Note HKS$°000 HK$’000
Bt #E T # T oC
(Unaudited) (Unaudited)
(R ) (883 #%)
Turnover = 2 1,153,438 865,979
Cost of sales B B A (1,013,467) (749,673)
Gross profit T 139,971 116,306
Other revenue Ho At e A 3 5,693 2,213
Distribution and selling o3 85 K 8
expenses # (14,096) (12,639
General and administrative — & B AT I
expenses # 3 (56,463) (55,227)
Operating profit K8 i A 75,105 50,653
Share of loss of an associated JRE A Bh 7 A\
company | ZEiE] (1,668) -
Finance costs S B AR (3,377) (4,021)
Profit before taxation B B A I8 ) 4 70,060 46,632
Taxation i I8 5 (6,276) (4,080)
Profit attributable to shareholders A% H# JE {l s £ 63,784 42,552
Interim dividend R S 6 34,401 31,350
Earnings per share B i A
— Basic — REA 7 HK15.83 centsiifll HK11.01 centsi i
— Diluted — ¥ 7 HK15.71 centsi# fll  HK10.57 centsi il




CONDENSED CONSOLIDATED BALANCE SHEET

W % R R LR

As at 30 September 2004
HEENENLA=+H

% A BB e A A

As at As at
30 September 31 March
2004 2004
SREWE  ETNE
HWA=+H =HA=+—H
Note HKS$’000 HK$°000
k=3 T # T # T
(Unaudited) (Audited)
(R & 2 B%) (O %)
NON-CURRENT ASSETS Ik i W) ¥
Fixed assets E A E 8 256,166 251,464
Investment in an R E AN F 2/ E
associated company 17,644 7,142
Deferred tax assets I 2k Bl JE G 2,071 2,071
Total non-current assets IE L E) & E AUE 275,881 260,677
CURRENT ASSETS o)
Inventories Tg 269,479 166,474
Trade receivables & 5 RE R 2K 9 385,039 291,743
Prepayments, deposits and TR HeE R
other current assets HoAth 37 B & = 30,098 19,460
Cash and bank deposits B @ BRAT AR K 294,482 245,203
Total current assets i) AE 979,098 722,880
CURRENT LIABILITIES W) 16
Short-term bank borrowings 5 R AT A (280,344) (194,004)
Finance lease obligations, & B ITAE -
current portion RV 353 3R A3 (3,050) (3,893)
Trade payables E 5 HEAT IR 3% 10 (353,736) (225,060)
Accruals and JE w2 K
other payables S Ath B AF R 3R (126,553) (109,408)
Receipts in advance TR X - (208)
Taxation payable JFEE 484 o 1 (4,570) (197)
Total current liabilities i B A R A (768,253) (532,770)
Net current assets i IR =§EREIKEN 210,845 190,110
Total assets less current liabilities #2%& & W i B & & 486,726 450,787




Karrie International Holdings Limited

CONDENSED CONSOLIDATED BALANCE SHEET

W % R R LR

As at 30 September 2004
H_EENENAA=+H

As at As at
30 September 31 March
2004 2004
BN TR E A
A=+H =HA=+—H
Note HKS$’000 HK$’000
ks T#x T C
(Unaudited) (Audited)
(R 8 % B) (O %)
NON-CURRENT LIABILITIES I i ) £1 4%
Long-term bank loans R SR AT B K (71,250) (52,500)
Finance lease obligations il AT - (1,093)
Provision for long service 1= JA MR 5 8 2 HEA
payments (10,502) (10,142)
Deferred tax liabilities I JE B IA B A (11,589) (11,589)
Total non-current liabilities FE L H) B fE AUE (93,341) (75,324)
MINORITY INTERESTS A B JBe 3 B 4 (424) (424)
Net assets % EFE 392,961 375,039
Representing: &
SHARE CAPITAL JBe A 11 40,472 40,076
RESERVES ikt i 12 352,489 334,963
Shareholders’ equity Ji oRRE 4 392,961 375,039




CONDENSED CONSOLIDATED CASH FLOW STATEMENT

1 W1 45 4 BL A WL AR

For the six months ended 30 September 2004
#HE_FELFTMENA =+ HIEANEA

% A BB e A A

For the six months
ended 30 September

BELA=ZTHILAMA

2004 2003
—REWE Tk
HKS$°000 HK$°000
T#x T
(Unaudited) (Unaudited)
(R 8% B) (REEFZ)
Operating profit K& i A 75,105 50,653
Adjustments for non-cash items/ #HEFBEEHE
interest/tax AR BIH 10,303 9,204
Changes in working capital BHEEZEH (60,966) (23,110)
Net cash inflow from RETEH 2B &
operating activities A T 24,442 36,747
Net cash outflow from BEEH B &
investing activities Ui R A (32,455) (21,962)
Net cash inflow/(outflow) from il & % 8 2 Bl 4
financing activities WA (i) FE 58,063 (32,359
Increase/(decrease) in cash e RBlEEHY 2
and cash equivalents W, () 50,050 (17,574
Cash and cash equivalents, W) < Bla K
beginning of period B EY 244,419 258,030
Cash and cash equivalents, BR 2 Bla )
end of period BHEeS5EY 294,469 240,456

Analysis of cash and cash equivalents:

HekBeFEYZ0HmT

As at As at

30 September 30 September

2004 2003

—EEWAE TEREZAE

JLH=4+H JLA=+H

HKS$’000 HK$°000

T # T T

(Unaudited) (Unaudited)

(R W) (R 58 35 1%)

Cash and bank deposits Bl R SRAT A7 K 294,482 240,523
Bank overdrafts HRATIE X (13) 67
294,469 240,456




Karrie International Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’
EQUITY

1 W1 555 45 B 2 5 ) &% S 3k
For the six months ended 30 September 2004
BE = FFMNENLH = A HIEAEHA

For the six months
ended 30 September
BRELA=ZTHIEARA

2004 2003
—RENE —RR=4F
HKS$°000 HK$°000
T #C Tt oT
(Unaudited) (Unaudited)
(R &) (R K %)
At 1 April, as previously reported AP H —H » QI 2 & 375,039 370,517
Effect of change in an CEIR-EiNE P
accounting policy O — (6,199
At 1 April, as restated AIMH—H > &EF 375,039 364,318
Profit for the period Ny Rl 63,784 42,552
Dividends paid £ IR f B (48,566) (62,577)
Issue of shares upon exercise of 17 i it # 2
share options JB Ay 85 AT 2,704 9,801
At 30 September AIJLA =+H 392,961 354,094




% A BB e A A

NOTES TO THE UNAUDITED INTERIM A AR Bk 2 v 9 B 5 B

FINANCIAL REPORT

Basis of Presentation and Preparation

The unaudited consolidated condensed accounts are
prepared in accordance with Hong Kong Statement
of Standard Accounting Practice (“SSAP”) 25 —
“Interim financial reporting” issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”). The interim accounts were not audited
but have been reviewed by the Group’s Audit
Committee.

These condensed accounts should be read in
conjunction with the annual accounts of the Group
for the year ended 31 March 2004.

The accounting policies and method of computation
used in the preparation of the condensed accounts
are consistent with those used in the annual
accounts as at and for the year ended 31 March
2004.

B R ok BOOR

RACH N 2 M AR A IR B IR W & Gt
A 2 B YE R AR 25 5 — [ T B
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BEWR B — 2.



Karrie International Holdings Limited

2%

Segment information

In accordance with the Group’s internal financial
reporting, the Group has determined that major
product segments be presented as the primary
reporting format and geographical segments as the
secondary reporting format.

(a) Primary segment

2. ABEHR
MR A B ] 2 1R 0 A A o A B ] R E LU

B b oy E A R A A% 2K DA b [ )
Ty Rl i X R

(a) ZEF I}

For the six months ended 30 SeEtember 2004

BRE-ZZWELA=ZTHIEAWA
(Unaudited)
(REHB)
Electronic
Metal and manufacturing
plastic services
business business Elimination Total
ek LTYE
R H RIEH il ] e
HKS$’000 HKS$’000 HKS$°000 HKS$’000
T T T#r F#x
Turnover BEHR
External SN 515,032 638,406 - 1,153,438
Internal W 25,065 - (25,0065) =
Segment results Vi ES 48,421 20,991 = 69,412
Other revenue RN 5,693
Operating profit 8 Vi A 75,105
Share of loss of an JIE Ak i 2 A )
associated company i 1 (1,668)
Finance costs B AR (3,377)
Taxation BLIH (6,276)
Profit attributable to shareholders & 5 JE {5 % 1] 63,784
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For the six months ended 30 September 2003

% A BB e A A

BEZZZ=ZFAA=ZTHIERMA
(Unaudited)
(RBEY)
Electronic
Metal and  manufacturing
plastic services
business business Elimination Total
L&k ETEY
9B RIEH i e
HK$'000 HKS'000 HK$ 000 HKS 000
Tl T c T e T
Turnover BEH
External Sh R 452,803 413,176 = 865,979
Internal IR 31,036 = (31,036) -
Segment results VIIES 36,272 12,168 = 48,440
Other revenue A A 2,213
Operating profit 2% 8 0 R 50,653
Finance costs BB AR (4,021)
Taxation BIE (4,080)
Profit attributable to
shareholders I TR A4 35 42,552
(b) Secondary segment (b) KE5 7
For the six months ended 30 September 2004
REZZZNELAZTHIEARA
(Unaudited)
(RBEB)
Asia
(excluding North Western
Japan Japan) America Europe Total
B
H & (HAERA) LEH [1]:8 wkk
HKS$’000 HKS$’000 HKS$’000 HKS$’000 HKS$’000
T#L T#x T#z T#x T#z
Turnover BEH 126,169 552,135 188,194 286,940 1,153,438
Segment results NHER 9,303 18,736 17,611 23,762 69,412
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Karrie International Holdings Limited

For the six months ended 30 September 2003
BEZZZ=FAA=1HLAMA

(Unaudited)
(REHER
Asia
(excluding North Western
Japan Japan) America Europe Total
Gl
A& (H AR5 JEm [ &
HK$°000 HK$°000 HK$°000 HK$°000 HKS$°000
Tl Tt Tk Tk Tk
Turnover BEHR 90,448 392,497 137,130 245,904 865,979
Segment results NHER 6,513 12,823 12,546 16,558 48,440
3. Related party transactions 3. BAALREY

The Group had the following transactions with
related parties:

t

ALE A LT BB AT 28 5

For the six months ended
30 September

BEH=ZTHILAEA

2004 2003
“RENE “ERER=H
Note HKS$°000 HK$°000
it iF T#x T
(Unaudited) (Unaudited)
O 8 % ) (R )
Rental income earned from 1] 5% afl 3 A PR A )
Kar-Info Company Limited Wi B A 4 (i) & (ii) 12 101
Rental charged by Kings Ti) ) % e A PR E]
Lion Development Limited AT 4 (i) & (ii) 638 633
Management service income 1o B 5 2 ) R
earned from an EHEWA
associated company (i1) 1,030 -
Rental income earned from an 16 gk 5 A
associated company in respect B 25 2
of machinery 4 (ii) 1,174 -
Sale to an associated 845 T 8 A w
company (iii) 156 -

12
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Notes: Mt

(i) Kar-Info Company Limited and Kings Lion () B Al A BR A w B S Jim 4k g A BR A R 2
Development Limited are beneficially HY AR 22 ) S ] e MO A KR B AR A
owned and controlled by the family of Fewe i o
Mr. Ho Cheuk Fai, a director of the
Company.

(i) In the opinion of the Company’s Directors () A2 A 8 5 A A B BT 58 5 % L B
and the Group’s management, these N L3 5y SR AR G ) BR SE B R R R
related party transactions were conducted DLIE 5 T S AT B A AR B B BN
in the normal course of business of the & B AT o

Group and in accordance with the terms
of agreements.

(iii) In the opinion of the Company’s Directors Git) A% 2> 7 5 2 J A B [ 4 18 3 2% 1o g v
and the Group’s management, sales to an 2 T B A BT R A IR R R i W&ﬁ?
associated company were conducted in i E (NS A= = RS ¢
the normal course of business and at 17 -
prices and terms mutually agreed by the
respective parties.
4. Profit before taxation 4. BRBLG A
Profit before taxation was determined after charging 3% Bt i v A O 0 R B EE AR A1 A I
and crediting the following items:
For the six months ended
30 September
BEMLA=ZTHILAMA
2004 2003
“RRNE TERER AR
HKS$°000 HK$°000
T#x T i T
(Unaudited) (UnaBdited)
(R % B (REEHF)
After charging — CnB —
Staff costs B T A 75,077 05,833
Depreciation of fixed assets [ 5 B 17,548 15,830
Interest expense on FIE 3
— bank overdrafts and loans — JARTEN
wholly repayable within 2 BUER 2 RAT
five years B R 3,294 3,776
— finance leases — RE R 68 187
— others — HAth 15 58
After crediting — gl A —
Net exchange gain . 58, Wi 7 15+ A 935 139
Rental income 4 0 A 3,123 1,634
Interest income on bank deposits 7 4E HOF Bt A 1,539 579

13



Karrie International Holdings Limited

5. Taxation

Taxation consisted of:

5. BLHE
BLIE LI -

For the six months ended
30 September
BEILA=Z1THIEAEA

2004 2003

ZEENL —EREZA

HKS$°000 HK$°000

T# T T

(Unaudited) (Unaudited)

(R 58 #%) (R R # %)

Current Hong Kong profits tax BUAT 75 s B 45 Bi 6,276 4,080

Hong Kong profits tax was provided at the rate of
17.5% (2003: 17.5%) on the estimated assessable
profit arising in or derived from Hong Kong.

FHFEB I RBEAERTGELASRATEBZ
A6 51 HE FR B A 4% 17.5% ( T T = 48 ¢
17.5%) Z Bl R 5T 2 HEAH -

6. Interim dividend 6. WHIBA
For the six months ended
30 September
RELA=ZTHIEAMEA
2004 2003
e 291K S e =
HKS$°000 HK$°000
T# T i T
(Unaudited) (Unaudited)
(R 88 % B) (R HF)
Proposed interim dividend: IR RS
HKS8.5 cents 15 1B 85Ul
(2003: HKS8.0 cents) per share (ZRFZAE - K80l 34,401 31,350
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Earnings per share

The calculation of basic earnings per share for the
six months ended 30 September 2004 is based on
the consolidated profit attributable to shareholders
of approximately HK$63,784,000 (2003:
HK$42,552,000) and on the weighted average
number of approximately 402,819,000 shares (2003:
386,535,000 shares) in issue during the period.

The calculation of diluted earnings per share for
the six months ended 30 September 2004 is based
on the consolidated profit attributable to
shareholders of approximately HK$63,784,000 (2003:
HK$42,552,000) and on the weighted average
number of approximately 406,050,000 shares (2003:
402,485,000 shares) in issue, after adjusting for the
potential dilutive effect in respect of outstanding
share options.

% A BB e A A
T Bt ik A

MR R R R E EEWNERLH =+
H 1k SR A Z %56 B3 A 5 R 463,784,000
Wt (EEZAF ¢ 42,552,000% 00) KK E
BEAT WAy 2 0 HEF- 35 B4 402,819,000 (— &
F=A4F 1 386,535,000/1%) R o

BRI IRERE T WESLA =
T B RN A Z & & B R G % R &
63,784,000 70 (ZF X =4F 1 42,552,000
J6) K B EEAT B m b R AT 2 W ORE AT VT g
BEE R R R B E T Y A
406,050,000/% (—FF =4F : 402,485,000/%)
FHE

Fixed assets i 52 ¥
Movements of fixed assets were: [ B2 T
30 September 31 March
2004 2004
“RRN4E ZREPYAE
WA=+ =H=+—H
HKS$°000 HK$°000
T#7x T T
(Unaudited) (Audited)
Ok & % B%) (E#%)
Cost/Valuation WA Al
Beginning of period/year WA 528,874 479,634
Additions s 22,310 58,842
Disposals e (1,677) (9,602)
End of period/year WK AE R 549,507 528,874
Accumulated depreciation BRnE
Beginning of period/year WA,/ ) 277,410 250,439
Provision for the period/year LUNNpZ Sy 17,548 34,490
Disposals fieR:= (1,617) (7,519)
End of period/year WK /4R 293,341 277,410
Net book value W i ¥ i
End of period/year Wk IR 256,166 251,464
Beginning of period/year W, A 251,464 229,195
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Karrie International Holdings Limited

9.

10.

Trade receivables

The Group grants credit periods ranging from 30 to

9. BB HMEWOR K

AEEGTHEF 2 ¥ d30H 2120H - B 5

120 days. Aging analysis of trade receivables is as JREE W R R 8 43 AT A T
follows:
30 September 31 March
2004 2004
e 231K TR RN
HWH=Z+H =H=+—H
HKS$°000 HK$°000
T# T it T
(Unaudited) (Audited)
(R &% B (B %)
0 to 90 days 0% 90H 364,210 273,979
91 to 180 days 91%2 180 H 22,593 26,926
181 to 365 days 1815365 H 8,573 1,493
Over 3065 days 365H DA E 1,182 864
396,558 303,262
Less: Provision for bad and W R IR HE A
doubtful debts (11,519) (11,519)
385,039 291,743
Trade payables 10. B 5 WA MRk
30 September 31 March
2004 2004
—EZWLE e kS
WA=Z+H =Z=HA=+—H
HKS$°000 HK$°000
T#x T T
(Unaudited) (Audited)
(R 58 8% B) (B %)
0 to 90 days 0% 90H 340,492 209,283
91 to 180 days 91% 180 H 6,754 4,615
181 to 365 days 1812 365H 709 5,272
Over 365 days 365H DL £ 5,781 5,890
353,736 225,060
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11.

12.

Share capital

% A BB e A A

11. BEAR

30 September 2004

31 March 2004

SRR —EE
JLA=+H = F =F—=F
Number of Nominal Number of Nominal
shares value shares value
JBe 4 % H Tl i 1 B H (IR
000 HK$’000 ‘000 HK$'000
T Tl T it
(Unaudited) (Unaudited) (Audited) (Audited)
(REEB)  CREHEE) (G2 (B %)
Authorised: R E A
Ordinary shares of 9 i 1 1
HKS$0.1 each T {E 103 11l 800,000 80,000 800,000 80,000
Issued and fully paid: CEAT R
Ordinary shares of & i
HKS$0.1 each 1A B 1095 Il
Beginning of period/year LRI 400,756 40,076 381,496 38,150
Issued upon exercise of E AT 0 B T R
share options AT 2 B Ay 3,960 396 19,260 1,926
End of period/ year LU i 404,716 40,472 400,756 40,076
Reserves 12. fili fl§
Movements of reserves were: fiti iz @

For the six months ended 30 September 2004
REZZZNELAZTHLEAWA
(Unaudited)

(REHH)

Capital Fixed asset

Share Capital redemption revaluation  Retained
premium reserve reserve reserve profit Total
WA B
e dl ARG WEIRE O EAEE REEA ak
HK$°000 HKS$’000 HKS$’000 HK$°000 HK$°000 HK$°000
T#7xz T#z T#7xz T#z T#x T#z
At 1 April 2004 MEFENENA—H 72,815 5,900 449 30,604 225,195 334,963
Profit for the period A i - - - - 63,784 63,784
Dividends paid B IR S - - - - (48,566) (48,566)
Issue of shares upon exercise A7 A 2
of share options 1 B 47 2,308 - - - - 2,308
At 30 September 2004 NEZEENENA=1H 75,123 5,900 449 30,604 240,413 352,489
Represented by: e
Proposed dividends IR RS 34,401
Reserves it 206,012
240,413
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Karrie International Holdings Limited

For the six months ended 30 September 2003
BE-ZZ=ZFAA=THILAMEA
(Unaudited)

(RBHEY)

Capital ~ Fixed asset

Share Capital redemption  revaluation Retained
premium reserve reserve reserve profit Total
Bk FEEE
BemuiE  EAGRE  BEEGM EERG  REEN B

HK$°000  HK$'000  HK$'000 — HKS'000 — HKS'000  HKS'000
T ik T Tt Tt Tt Tt

At 1 April 2003, as previously reported 1t ZZFZE =4EMH —H » QI 2 59,923 5,900 449 32,233 233,862 332,367
Effect of change in an BTG BRZ
accounting policy % - - - (1,689) (4,510) (6,199)
At 1 April 2003, as restated MEFE=ZFNA—H > FF] 59,923 5,900 449 30,544 229,352 326,168
Profit for the period A - - = 42,552 42,552
Dividends paid ERKE - - - - (62,577)  (62,577)
Issue of shares upon exercise of 7 {6 B e E 2
share options B 88 47 8,703 - - - 8,763
At 30 September 2003 AEEZENAZFH 68,686 5,900 449 30,544 209,327 314,906
Represented by: &k -
Proposed dividends R B 31,350
Reserves fi A 177,977
209,327
13. Commitments and contingent liabilities 13. 7R¥E Kok R A
(a) Capital commitments (a) BEAKE
The Group had the following authorised and AAEEAUT CRE XL Z EARK
contracted capital commitments: %
30 September 31 March
2004 2004
e 231K CERFNLE
HWH=Z+H =H=1—H
HKS$°000 HK$°000
T# T it T
(Unaudited) (Audited)
(R % B (B #F%)
Acquisition of land i S
in Mainland China £ 9,690 -
Construction of factory premises & H 5] B 7
in Mainland China i B - 3,312
Purchase of machinery [ 5,704 1,091
15,394 4,403
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(b) Operating lease commitments

The Group had lease commitments in respect
of rented premises under various non-
cancellable operating lease agreements
extending to October 2047. The total
commitments payable are analysed as follows:

oA BB A A
(b) &M EAE
AAEEALZEWRE MW -EE+H B

T 5 7 LR 2 R AT B 2 A A T
wk o BMEARIE MR

30 September 31 March
2004 2004
ZERWNE ZER WA
WA=+H =H=+—H
HK$°000 HK$°000
T#7x T it 7T
(Unaudited) (Audited)
(R HE ) (B #FZ)
Amounts payable JRE AT 465 B
— within one year ——1FER 3,056 3,770
— more than one year but —Z#H—FH
not exceeding five years NHR A LA 2,525 3,590
— over five years — HAED E 19,003 19,274
24,584 20,034

(c) Other commitments

Pursuant to an agreement dated 24 October
1995, the Mainland China joint venture partner
of Dongguan Yanxun Electronics Company
Limited (“DYECL”) waived its entitlement to
share in the profit of DYECL in return for a
pre-determined annual fee from 1 November
1996 to 24 May 2007. As at 30 September 2004,
the Group’s commitment in respect of the total
fee payable to the Mainland China joint venture
partner amounted to approximately HK$638,000
(31 March 2004: HK$857,000).

(d) Contingent liabilities

(c) HAh&¥5E

W — R — L L E+A =+ H %
EzWEE > — LA ETF—A—H®
TEFLERLA T HNHE > HEEAE
TAHRAR (TRZERMN]) 2 &%
O HOSE E R IR R 2 ME RS > DA —TH
HEZEE - R FEEZWNENLA =+
H o> AEESREMSTREMNZ GBA
2 4R R YE £9638,000% 70 (. EE T
E=ZH=+—H 857,000 T) °

(d) KA

30 September 31 March

2004 2004

“ERNAE TR AR

AA=Z+TH =A=1—H

HKS$°000 HK$°000

T# T T

(Unaudited) (Audited)

(R & B) (B %)

Shipping guarantees iy 5 9 R 5,607 3,115
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14. Pledge of assets 14. % A G0
As at 30 September 2004, the Group’s banking ATEREBENENLA=+TH > AEFHBETHE
facilities were secured by: ZALH Ay
(i) mortgages over certain of the Group’s land (1) A EE A7 7 o B 22 gy o e M TR T
and buildings in Mainland China with a net WA 4116,625,000% 70 (—E X PY4E = H
book value of approximately HK$16,625,000 =+—H :16,825,00047C) ; &

(31 March 2004: HK$16,825,000); and

(i) certain of the Group’s inventories held under (i) A 4E B AR 505 5T I 95 SR AT & m Ifs 2

trust receipts bank loan arrangements. HTAE -
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HIGHLIGHTS
—  Turnover rose by 33% to HK$1,153,438,000

—  Profit attributable to shareholders rose by 50%
to HK$63,784,000

— Basic earnings per share rose by 44% to
HK15.83 cents

— Dividend per share of HK8.5 cents
DIVIDEND

The Board declared an interim dividend of HKS8.5
cents (2003: HK8.0 cents) per share for the six
months ended 30 September 2004 to eligible
shareholders whose names appear on the Register
of members of the Company on 9 December 2004.
The interim dividend will be payable in cash on or
about 16 December 2004.

MANAGEMENT DISCUSSION AND ANALYSIS
Review of Operation

For the six months ended 30 September 2004,
turnover rose 33% to HK$1,153,438,000 (2003/04
interim: HK$865,979,000) while profit attributable
to shareholders increased by 50% to HK$63,784,000
(2003/04 interim: HKS$42,552,000). Both figures,
aside from representing record highs for the Group
since public flotation in December 1996, signify
the completion of the consolidation period in 2003/
04 (P21, 2003/04 interim report) and the return to
the growth path.
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With the launching of new products after the SARS
period and the gradual recovery in worldwide
technological spending, turnover of the Group
surged ahead in the past six months. Profit
attributable to shareholders responded favourably
as:

— the huge increase in turnover represents a
classic example of operating leverage with the
incremental contribution from increasing
turnover rising faster than the increase in cost
(P26, 2003/04 annual report), as the necessary
increase in overhead has already been
materialised in the last financial year (The
General and Administrative Expenses increased
by approximately HK$6,000,000 in 2003/04
despite a 3% drop in turnover as compared to
2002/03); and

— while gross profit margin is always under
pressure, the rate of decline has slowed down.
We do hope that this is the beginning of an
end to the long-term problem of margin
squeeze. However, it is still too early to jump
to such a conclusion.

Metal and Plastic Business

The sales of computer casings, office automation
products and video cassette housings increased by
14% to HK$515,032,000 due to worldwide recovery
of technology spending. Because of the relatively
higher gross profit margin, the Metal and Plastic
Business continued to provide the bulk of the
Group’s profit.

Electronic Manufacturing Services (“EMS”)
Business

In the corresponding period last year, the EMS
Business registered its first decrease after two years
of strong growth. For the six months ended 30
September 2004, the EMS Business reversed such
decline in recording a 55% increase in turnover to
HK$638,406,000 as a result of the completion of
production consolidation after the SARS period and
the launching of new product models.
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Geographical Distribution

Shipment pattern of the Group remained very
diversified. Shipment to Asia (except Japan)
remained the largest market with 48% of the
turnover due to the recovery of the Asian economy
and the change of logistic decision of some of the
customers.

Prospect

Our biggest challenge is that of production, not
marketing, as we have confirmed projects for
shipment for the current financial year long ago.

The Dilemma of the OEM Manufacturers

In the past few months, OEM manufacturers in
China were generally besieged by a host of
problems like rising materials cost, shortage of
electricity and labour supplies. Business was
generally good but OEM manufacturers were mostly
not able to pass along the cost increase to
customers. And to maintain the long-term
relationship, they had to spend money to build
more production capacities for the increased
business.
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Mounting New Height

In addition to the problems above, the Group is
additionally burdened with the burning issues
associated with leapfrogging production to a higher
horizon in such a short time span. But in spite of
the problems like components shortage, production
bottlenecks, thinning out of management resources
and other obstacles, we remain optimistic about
the future. Overall we should have a better second
half year than the first half.

1. The “Total Transparent Cost Plus Pricing Model”

The Group’s unique and highly versatile pricing
model has several built-in mechanisms to shield
the Group from adverse operating environment:

—  Most of the raw materials by value other
than electro-galvanised steel plates are
sourced through the customers or through
suppliers designated by the customers.
Rise of raw materials price on such has
only a marginal impact on the Group;

— For steel plates, the Group has taken
measures to ensure adequate supply at a
stable price. The cost of steel represented
less than 10% of the cost of sales;

—  The use of US dollar as main currency of
transactions for sales to customers and
purchase of raw materials has further
sheltered the Group from the volatile
fluctuation of the foreign exchange market;

— The Group has also arranged sufficient
backup electricity generating capabilities;

and

— The Group has not experienced any
abnormal labour shortage.
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New Projects

According to the simplified version of the
Group’s own unique supply chain management
system, in most cases Karrie is the only
supplier for a particular project awarded by
the customer. Such projects can normally last
from 18 to 24 months (P14, 2003/04 annual
report). As the Group has confirmed a number
of new projects from the customers in servers
and laser printers in addition to the projects
already in production, we are optimistic about
the future:

— the long term business goal set in 2001/
02 annual report of doubling the turnover
of 2001/02 of HK$1,150,000,000 in three
year times to HK$2,300,000,000 is still
maintained; and

— the 2005/06 sales target growth rate has
been revised to 20% (P26, 2003/04 annual
report) depending on the size of the
denominator (i.e. the actual turnover figure
for 2004/05).

October 2004 Turnover

The growth momentum continued in October
2004 with the unaudited turnover increased to
approximately HK$190,000,000 (October 2003:
HK$123,000,000). As the unaudited turnover
for the month may not reflect the final result
for the year ending 31 March 2005, investors
and shareholders are advised to exercise
extreme caution when dealing with shares of
the Company.
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4. New Factory Site

To cater for future expansion, a wholly owned
subsidiary of the Group has entered into an
agreement with an independent third party for
the purchase of a piece of land approximately
200,000 square metres (site areas of the existing
factories: approximately 89,000 square metres)
situated at Feng Gang of Dongguan,
Guangdong, China for a consideration of
approximately RMB14,000,000.

5. Dividend

Despite the increasing working capital and
capital expenditure requirements, we have
recommended a payment of interim dividend
of HKS8.5 cents per share, evidencing our strong
confidence about the cash flow and the future.

CORPORATE GOVERNANCE

The Group is committed to improve its corporate
governance standard as one of the long term
corporate objectives. For the current year, we have
launched two new initiatives:

— voluntary disclosure by the substantial
shareholder confirming no pledge of shares in
the Company; and

—  tea-break with individual investors.

For other existing practices, please refer to
Appendix 11 on Page 59.
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Voluntary Disclosure by the Substantial
Shareholder Confirming No Pledge of Shares
in the Company

The Company was notified by Pearl Court Company
Limited (“Pearl Court”), a substantial shareholder
of the Company, that it has not pledged any of its
interests in ordinary shares of the Company as at
22 November 2004. Pearl Court has also undertaken
to inform the Board such pledging status before
each annual, half-year or quarterly results
announcement, and authorised the Company to
publish such information (please refer to the section
of SUBSTANTIAL SHAREHOLDERS for details). As
at 22 November 2004, Pearl Court held 172,200,000
ordinary shares of HK$0.10 each or 42.5% of the
issued share capital of the Company.

Tea-Break with Individual Investors

The First “tea-break”, beld on 25 September
2004

To provide individual investors with a better
understanding of the Group (P32, 2003/04 annual
report), the first “tea-break” was held on 25
September 2004. The response from these individual
investors was very enthusiastic and we had to turn
away most of the applicants because of the limited
seats available, with some investors willing to come
on a ‘waiting list’ basis. Those attending “tea-break”
actively participated in the Q&A and the subsequent
group discussion sessions.

We believe the event represented an important

milestone in our constant drive toward greater
transparency and better corporate governance.
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The Second “tea-break”, to be beld on 18
December 2004

The second “tea-break” will be held on 18
December 2004 at Ming Room, 4th Floor, Sheraton
Hotel, 20 Nathan Road, Tsimshatsui. This “tea-
break” program will be run on a trial basis till the
end of the current financial year with the third
“tea-break” to be held within one month after the
third quarterly results announcement. We will
review the results of this program in June 2005 to
see whether it is worthwhile to continue.

As part of the Group’s social responsibility program,
participants will be asked to donate HK$30 directly
to charity and we will match the donation dollar
for dollar. Interested investors are invited to visit
our website at www.karrie.com.hk for more details
and download the application form. Because of
the limited seats available, participation in the “tea-
break” is strictly by confirmed registration only.

We hope investors would appreciate our sincere
effort to increase transparency.

LIQUIDITY RESOURCES AND FINANCING
POLICIES

Increase in Net Bank Borrowings

As correctly projected last year (P25, 2003/04
interim report), the Group’s net bank borrowings
jumped to HK$60,162,000. The net gearing ratio
was 15%. This is still in the safety zone given the
interest coverage ((earnings before interest, tax,
depreciation and amortisation “EBITDA”) + interest
expense) of 27 times and a net current ratio of
1.4.
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Raising the Net Gearing Ratio Ceiling from 30%
to 60%

After careful deliberation of projected growth in
turnover, interest rate expectation, working capital
patterns we decide to raise the safety ceiling for
net gearing ratio from the current 30% level to
60% level.

—  the Group cash inflow from its profit plus the
non-cash expenses of depreciation charges will
be able to accommodate the capital
expenditures (“capex”) and dividend payment
requirements; and

— with the non-current assets to shareholders’
fund ratio stayed at a healthy 70% level, bank
financing will increase when the increase in
accounts payables cannot match the increase
in accounts receivables and inventory.

Non-Current Assets to Shareholders’ Fund Ratio
to Stay below 1

As at 30 September 2004, the ratio stayed below 1.
That means the non-current assets of the Group
were being financed by stable long term funds
with no mis-matching of financing.

The Non-debt Alternative

1. With the shareholders’ fund financing the non-
current assets and that the profit sufficient to
accommodate capex and dividend, we are
convinced that the increase in short-term bank
borrowings is a natural phenomenon of strong
growth in turnover;

2. Even taking into account of the expected
increase in interest rate, we would still consider
the use of debt financing as the cheapest and
more preferred alternative to finance the
Group’s funding requirements; and
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3. While net gearing ratio will stay high, it should
not reach 60% by the end of the financial
year. With the rebound of performance, interest
coverage ratio should remain at 10 times or
above.

Dividend Policy

Barring any unforeseen change of business
situation, we will not change the dividend policy
of paying out 50% or more of the after tax profit
as dividend till the end of the financial year in
accordance with the 6-month advance notice
commitment made last year (P35, 2003/04 annual
report).

Ample Liquidity

We are confident that with the cash holdings of
HK$294,482,000 and banking facilities of
approximately HK$800,000,000, the Group is able
to meet its current operational and capital
expenditure requirements.

EXCHANGE RATE EXPOSURE

All the Group’s assets, liabilities and transactions
are denominated either in Hong Kong dollar, US
dollar or Renminbi. As the exchange rates of the
Hong Kong dollar, US dollar and Renminbi were
relatively stable during the period, the Group was
not exposed to material exchange risk.

CONTINGENT LIABILITIES

As at 30 September 2004, the Group had no
significant contingent liabilities.
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EMPLOYEE AND REMUNERATION POLICIES

As at 30 September 2004, the Group employed
approximately 6,012 staff and workers during the
period. Employee remuneration is determined in
accordance with prevailing industry practice and
their performance and experiences. Discretionary
bonus is linked up with the Group’s performance
and will be awarded to employees who
demonstrated good performance under a reward
evaluation policy. Other staff benefits include
medical insurance and mandatory provident funds.

Our Group’s policy has always been to encourage
our employees to plant their roots in Feng Gang,
Dongguan, Guangdong, China, the site of our
manufacturing base. As a matter of fact, the Group
has never made any investment in production other
than this area. Because of our rapid growth, we
need to train and retain more talents from all over
the country. Other than the introduction of “the
culture workshop” last year (P38, 2003/04 annual
report), the Group is vigorously studying the
possibility of a housing subsidy scheme to enhance
our staff sense of belonging and improve their
living environment. Coupled with the systematic
internal training program, the Group seeks to
develop and cultivate the next pool of managerial
and technical talents.

Besides, two share option schemes were adopted
in 1996 and 2002 respectively under which share
options were/will be granted to certain employees
as incentive and award for their contribution to
the Group. No further options will be granted under
the 1996 Share Option Scheme upon its termination
on 21 May 2002.
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75 KRB R E RN IE B AR T I BOHE - M
AT AR — UL N AR Y R F ) R Ak
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Karrie International Holdings Limited

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES

As at 30 September 2004

The interests of the Directors and chief executive
in the shares of the Company and any associated
corporations (as defined in the Securities and
Futures Ordinance (the “SFO”)) as recorded in the
register maintained under Section 352 of the SFO
or as notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies are
as follows:

(A) Interests in the Company

g R e W AT BN B 22 B i A

HRERZNEJA=TH

ARFBEERBEEATEANBEARRF (KH
R ) (R W GB oR A B IR ) (T GE 2%
By 1)) A b B AT I 28 RE IR A 2 ) 4% 8
FR AR B 565 35 200 T A7 22 6w I BT sk 2 M 4
iR 98 T 2 ) AT R R AL ) B AR YE T
Q) A AN A RS B < HESR A

(W) R L i 2 hE 2

Number of ordinary shares of HK$0.10 each

g B 0.1 e 2 W B H

Corporate/ Number of
Personal Family Other outstanding
interests interests interests share options
& PR i R ARAT
5N Bt 2 i 2 30 fib i 2 Ji JBe M % H
Mr. Ho Cheuk Fai 3,656,000 36,650,000 172,200,000 -
fR] Jo i 2 A2 (Note 1) (Note 2)
(W7t —) (Bf 7t =)
Mr. Ho Cheuk Ming 6,700,000 - 172,200,000 -
fay 51 B S5 A= (Note 3)
(Mt =)
Mr. Kwok Wing Kin, Francis 800,000 — — 2,300,000
oK B e A
Mr. Tam Wing Hung 680,000 - — 620,000
R K HE e
Mr. Lee Shu Ki 1,400,000 - - 900,000
B ek
Mr. Wong Shun Pang 410,000 - — 1,300,000
oS Se 2k
Ms. Ho Po Chu 36,650,000 - 172,200,000 -
(DN §7 3 ew (Note 4)
(Wi 7 1Y)
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(B) Interests in associated corporations

(i) Karrie Industrial Company Limited

% A BB e A A
() 1 H T 25 1 2 i 2
(i) 5 FIEE b A IR 2 7l

Number of non-voting deferred shares of HK$100 each

5 JBe i 1H 1009 0 2 € B¢ 5% 8 4 e 4y | H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

W 18R %t Bk
LN £ 2 )i HE JC b 4 % Chig £ e
Mr. Ho Cheuk Fai 43,000 — 43,000 86,000 43,000
o] e f 5 A= (see Note 5) (see Note 5)
(S Bt 5t 7)) (J2 it it 70)
Ms. Ho Po Chu 7,000 7,000 14,000 7,000
o] 8 ¥k &+ (see Note 5) (see Note 5)
(J2 Wf 7t 1710) (S W7t 1)

(ii) Karpo Technologies Limited

(ii) # B P A R Al

Number of non-voting deferred shares of HK$100 each

45 B¢ Wi A 10098 5T =2 e B 5 0 8 %€ Bty S H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

& PR i %
5N Bt 2 il 2 30 fib it 2 Rk R
Mr. Ho Cheuk Fai 10,000 - 10,000 20,000 10,000
o] Jo il 5 A= (see Note 5) (see Note 5)
(f2 It &t 22) (f2 Bt 7t 70)
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(iii) Karrie Industrial Holdings Limited

Number of non-voting deferred shares of HK$1 each

A JB i L 19 T 2 406 B 5 HE B Oy ¥ H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

o 1 2
5 A Hi 2 % )8 B 3C il it 2 4l R
Mr. Ho Cheuk Fai 1 - 1 2 1
AT i 515 A= (see Note 5) (see Note 5)
(42 W 7 171) (2 Wit 1)
Ms. Ho Po Chu 1 - 1 2 1
ol B 2k &+ (see Note 5) (see Note 5)
(S Bt 5t 7)) (J2 it it 70)

34



As at 15 November 2004

The interests of the Directors and chief executive
in the shares of the Company and any associated
corporations (as defined in the SFO) as recorded
in the register maintained under Section 352 of the
SFO or as notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities

REREWAET—-HTHRA

Transactions by Directors of Listed Companies are

as follows:

(A) Interests in the Company

% A BB e A A

() AR 4 vl 2 H 42

AR A BEE KR EATEANBEARRN A (H
FHEGR 5 ) ORES L GBI 1)) A A I
B8 R R A 2 w95 I3 R 9] 25 352k W A7 B 2
w0 M T 2 HE A o B B T ]
A7 78 77 52 Ty WO AR HE <3 R B 88 AR 2\ B AL
Prz W4 T -

Number of ordinary shares of HK$0.10 each

FFRmAL0. 1 T2 MWk H

Corporate/ Number of
Personal Family Other outstanding
interests interests interests share options
o 1 HE i R AR AT
LN £ 7 Jib HE A JC b HE 2 ik OBt HE o H
Mr. Ho Cheuk Fai 3,656,000 36,650,000 172,200,000 -
o] ot i 5l A= (Note 1) (Note 2)
(W7t —) (Bf 7t =)
Mr. Ho Cheuk Ming 6,700,000 - 172,200,000 -
fay 51 B S5 A= (Note 3)
(Bf 7t =)
Mr. Kwok Wing Kin, Francis 800,000 - - 2,300,000
oK B e A
Mr. Tam Wing Hung 680,000 - — 620,000
iR 7K e 5 A
Mr. Lee Shu Ki 1,400,000 - - 900,000
B AR
Mr. Wong Shun Pang 410,000 - — 1,300,000
oG 5 A
Ms. Ho Po Chu 36,650,000 - 172,200,000 -
o] 8 2k A&+ (Note 4)
(Wt 7E )
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(B) Interests in associated corporations

(i) Karrie Industrial Company Limited

() 14 HI T 25 1 2 i 2
(i) 5 P dis B R 2> Al

Number of non-voting deferred shares of HK$100 each

5 JBe i AH 1009 0 2 € B¢ 5% HEE % B 4y 9 H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

W 18R At Bk
PN £ 2 )i HE 3C b HE 2 Chig £ e
Mr. Ho Cheuk Fai 43,000 — 43,000 86,000 43,000
o] e H 5 A= (see Note 5) (see Note 5)
(S Bt 5t 7)) (J2 it it 70)
Ms. Ho Po Chu 7,000 - 7,000 14,000 7,000
o] 8 ¥k &+ (see Note 5) (see Note 5)
(J2 Wf 7t 1710) (S W7t 1)

(ii) Karpo Technologies Limited

(ii) # B P A R Al

Number of non-voting deferred shares of HK$100 each

45 B¢ Wi A 10098 5T =2 e B 5 0 8 %€ Bty S H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

& PR i %
5N Bt 2 il 2 30 fib it 2 Rk R
Mr. Ho Cheuk Fai 10,000 - 10,000 20,000 10,000
o] Jo il 5 A= (see Note 5) (see Note 5)
(f2 It &t 22) (f2 Bt 7t 70)
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(iii) Karrie Industrial Holdings Limited

% A BB e A A

Number of non-voting deferred shares of HK$1 each

5 JBe i L 198 T 2 06 B 5 REDE By W H

Corporate/
Personal Family Other Total Short
interests interests interests interests position

W B A
5 A Hi 2 % )8 B JC b HE A% Gk £ A
Mr. Ho Cheuk Fai 1 - 1 2 1
AT i 515 A= (see Note 5) (see Note 5)
(f2 W 7t 71) (2 Wit 1)
Ms. Ho Po Chu 1 - 1 2 1
o] B 2k & 1 (see Note 5) (see Note 5)
(%2 Bt it 7) (J2 M 7t 71)

Notes: Bt -

1. Mr. Ho Cheuk Fai is deemed to be interested in
these shares by virtue of the fact that his wife, Ms.
Ho Po Chu has a personal interest in these shares.

2. 172,200,000 shares are held by Pearl Court Company _

Limited (“Pearl Court”) as trustee for a unit trust
known as Ho Cheuk Fai Family Trust (“HCF Trust”).
Mr. Ho Cheuk Fai is deemed to be interested in
these shares through Pearl Court by virtue of his
wife being the only shareholder of Pearl Court and
controlling one-third or more of the voting power
at general meetings of Pearl Court. Mr. Ho Cheuk
Fai is also deemed to be interested in these shares
by virtue of the fact that one of 10,000 units of
HCF Trust is held by his wife and the beneficiaries
of a discretionary trust known as Ho Wai Leung
Memorial Trust (“HWL Trust”) (see note 3 below)
which include Ms. Ho Po Chu and Mr. Ho’s children
under 18.

[1]

3.  These shares are held by Pearl Court as trustee for
HCF Trust. 9,999 of 10,000 units of HCF Trust are
held by HSBC International Trustee Limited (“HITL”)
as trustee for HWL Trust. Mr. Ho Cheuk Ming is
deemed to be interested in these shares by virtue
of the fact that he is one of the beneficiaries of
HWL Trust.
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S KRN E AR €T R A

172,200,000 8% & #3 t Pearl Court Company
Limited ([ Pearl Court]) PAHo Cheuk Fai
Family Trust ([HCF Trust]) Z ¥ {55t 2 %
FENFEA o dy AT B 55 A 19 2 T TS Pearl
Court ) M — B 3 K 7E Pearl Courtli B K € #
il =52 — ok DL b A ZE R AT e O A
WA B M Pear] CourtFi A 3% 5 WAy o A7 i K
e 4 IR BIHCF Trust 10,0008 5847 o 9 Hodr —
AT h HFETHA > MHo Wai Leung
Memorial Trust ([HWL Trust]) (G =) 2
Z i NLFEATE 2R L H1sB DL T & > i
I Bl AR B T %5 TR A 2 BE AR

i3 B ) i Pearl CourtPAHCF Trust it A &

¥ ¥A o HCF Trust 10,0000 ¥ 07 * (49,999
B )3 B HWL TrustZ %2 HE{F 7€ 2 32 #E AHSBC
International Trustee Limited ([HITL)) £f4 -

o] B S A Y B HWL TrustZ %4 A2 — >

WA 5 B RS A -



Karrie International Holdings Limited

4.  Disregarding the interests of her husband, Mr. Ho
Cheuk Fai, who is the Chairman and a Director of
the Company and whose interests are separately
disclosed, Ms. Ho Po Chu, is deemed to be
interested in these shares through Pearl Court by
virtue of the facts that she is the only shareholder
of Pearl Court and holds one unit of the HCF Trust
and that the beneficiaries of HWL Trust includes
herself and her children under 18.

5. The short position is created by virtue of the grant
of option in favour of Karrie International (B.V.I.)
Limited to acquire these shares. Mr. Ho Cheuk Fai
and Ms. Ho Po Chu are deemed to have interest in
these shares as well as a short position by virtue of
their interests in the Company.

Save as disclosed above and under the heading
“Share Option Schemes”, none of the Directors,
chief executives or their associates have any
personal, family, corporate or other interests in
the share capital of the Company or any of its
associated corporations as defined in the SFO as
at 30 September 2004 and 15 November 2004.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

None of the directors of the Company had any
interest in any business which competes with the
Group.
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I GZERMENM G ERARAR EHEAEED
TE S Bk #8) o A B Bk e+ Pearl Courtf) ME
— W > H A HCF TrustH o — 18 507 DL &
A HWL TrustZ % 6 N 635 8 Bk & + M H
181% LA T B F & > K b fa] B Bk Lo - Wi B i
#Pearl Courthi i i% E MMy 2 M -

o HHZRAE )Tl R4 T Karrie International
(B.V.I) LimitedfE #% 55 K b 2 58 W #E 1M 75
Mo ] KR S A KT Bk L RN A AL
Al MR ANEZERGLERZ
WRE -

B b S R AR 0 BCHE Rt ) b BT B BR AL o %%
EE R SOEFE - ON-E RN PN/
WERA=+HLE-FFNE+—HA+RLH
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SHARE OPTION SCHEMES
The Old Scheme

The old share option scheme of the Company (the
“Old Scheme”) was adopted on 27 November 1996
pursuant to which share options were granted to
employees and Executive Directors of the Company
or its subsidiaries. No further options can be, or
have been, issued under the Old Scheme from 21
May 2002, the date of adoption of the new share
option scheme of the Company (the “New Scheme”)
and termination of the Old Scheme, but in all
other respects the provisions of the Old Scheme
remain in force and all options granted prior to its
termination shall continue to be valid and
exercisable in accordance therewith. The key terms
of the Old Scheme have been summarised in our
2003/04 annual report.

Details of share option movements for the six
months ended 30 September 2004 under the Old
Scheme are as follows:

% A BB e A A
i JBe i it 840
# ul 3

AN FE A Y B I HE R (TS RHa ) it — L
AREF—HZHLHRRK - R _FF A
HHA A HEAAT > A2 A] S HAT Ao B 2>
R AR B KB AT I R PR A 2 R
WERCHE - R FF FRH +—H &5t
# C AR 1k S O RE S (TR wt )
R > PRI > ARV IR R A PR IR A
BT S BOHE o A ST B AR TR SO R A
R BT A AE RS B A b AR 2 HE
R O T PR AT - BT E . B’
e MmO R =R =T VA AT

RFEFHRBEE —FFTNENLA =+TH 1L
AN H 2 0 e b A B e A AT

Number of Share Options

RS A
Lapsed/
Granted Exercised cancelled
during the  during the  during the
Closing Price at period from  period from  period from
Price before exercise  Outstanding ~ 1Apr2004 ~ 1Apr2004  1Apr2004 Outstanding
Name Date of Exercise Exercise date of date of at to to to at
Grant Price Petiod grant options 31 Mar 2004 30 Sep 2004 30 Sep 2004 30 Sep 2004 30 Sep 2004
REBENE REREWE REFENE
ARRE  ORERE  CRFWE OMA-HE MA-HE O WA-HE CEEME
Bl R ZHZ4-=0 WIEHR WIEER WIEER UIE
k4 gy filiM i Z Bk B WA B4 il kM/m¥ o WAGE
(HKS) (HKS) (HKS) ('000) (°000) ('000) (000 (000)
ik (i) (7T () (F) () (F) ()
(i) Directors/Chief Executives
HHRRATIAR
Mr. Ho Cheuk Ming 19/06/1999 033 19/06/1999~ 041 217 2700 - (2,700) - -
frEm s 30/11/2006
Mr. Tam Wing Hung 20/09/2000 0.300  21/09/2003— 0.35 - 520 - - - 520
Rk 30/11/2006
(i)  Employees 20/09/2000 0300 20/09/2000~ 0.35 - 150 - - - 150
AL 30/11/2006
20/09/2000 0.300  21/09/2001— 0.35 - 150 - - - 150
30/11/2006
20/09/2000 0.300  21/09/2002— 0.35 - 200 - - - 200
30/11/2006
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Details of share option movements during the
period from 1 October 2004 to 15 November 2004
under the Old Scheme are as follows:

WREEFHR _FFTNFE+A—-HBE+—H
T H b 2 B R A S AR

Number of Share Options
TR
Lapsed/
Granted Exercised cancelled
during the  during the  during the
Closing Price at period from  period from period from
Price before exercise  Outstanding ~ 10ct 2004  10ct2004  10ct2004 Outstanding
Date of Exercise Exercise date of date of at to to to at
Name Grant Price Period grant options 30 Sep 2004 15 Nov 2004 15 Nov 2004 15 Nov 2004 15 Nov 2004
REBEME  REREWE  ROFZINE
ARRE  ORERE  C%FmE FA-RE HA-EE HI-HE C3ERME
il 1 flEnz AR A=REER -AEER A-REER -AEEN
k4 gy filiM T Z Bk B WA LE3d il kM/MW WAGE
(HKS) (HKS) (HKS) (°000) ('000) ('000) ('000) (1000)
(i) (i#7) (#7t) (7) () () () (F)
(i) Directors/Chief Executives
ENRRATIAR
Mr. Tam Wing Hung 20/09/2000 0.300  21/09/2003— 0.35 - 520 - - - 520
Rk 30/11/2006
(i)  Employees 20/09/2000 0300 20/09/2000~ 0.35 - 150 - - - 150
AL 30/11/2006
20/09/2000 0.300  21/09/2001= 0.35 - 150 - - - 150
30/11/2006
20/09/2000 0.300  21/09/2002~ 0.3 - 200 - - - 200
30/11/2006
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The New Scheme

The New Scheme was adopted on 21 May 2002 to
comply with the new requirements of Chapter 17
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) which took effect on 1 September
2001. The key terms of the New Scheme have
been summarised in our 2003/04 annual report.

Details of share option movements for the six
months ended 30 September 2004 under the New
Scheme are as follows:

% A BB e A A
i wt

Bat#ph —FEEEHA -+ —HEM - L
FHEEE LA — BAERZ (HEBEH AR
S A R RS LR (TCETALRD D)
B LB ZHEE - Fratdl 2 EEARIHE
B SR E = F VAR AR -

WREEH R EE —FFTNENRA=+H 1L
AN H 22 B e b A B A AT

Number of Share Options
Ll E
Lapsed/
Granted Exercised cancelled
during the during the during the
Closing Price at period from  period from  period from
Price exercise  Outstanding ~ 1Apr2004  1Apr2004  1Apr2004  Outstanding
Date of Exercise Exercise  before date date of at to to to at
Name Grant Price Period of grant options 31 Mar 2004 30 8ep 2004 30 Sep 2004 30 Sep 2004 30 Sep 2004
REBRME  RCEENE RORERE
RERE RERE  CFFWE OmA-HE O WA-RE O M-RE O CBEME
fh0 fifnz  ZHEt-0 0 ISR RMIERE ISR AIEN
4 ghny friH frlH 2k L4 WA LEad Tl K/ WAL
(HKS) (HKS) (HKS) ('000) ('000) (°000) ('000) (°000)
(i) (i) (i) () () () () ()
(i) Directors/Chief Executives
HERRATHAL
Mr. Kwok Wing Kin, Francis 22/05/2002 130 22052005 130 2105 200 - (200) - -
HRBRE 20/05/2012 (AVGFY
01/11/2002 165 01/01/2003- 165 - 750 - - - 750
31/10/2012
01/11/2002 165 01/01/2004= 165 - 750 - - - 750
3171072012
27/04/2004 190 01/01/2005- 186 - - 160 - - 160
26/04/2014
27/04/2004 190 01/01/2006- 1.80 - - 30 - - 320
26/04/2014
27/04/2004 190 01/01/2007- 1.80 - - 320 - - 320
26/04/2014
Mr. Tam Wing Hung 20/05/2002 130 130 - 100 - - - 100

HREEE
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Number of Share Options
Ll

Lapsed/

Granted Exercised cancelled

during the during the during the

Closing Price at period from  period from  period from
Price exercise  Outstanding  1Apr2004  1Apr2004  1Apr2004  Outstanding
Date of Exercise Exercise  before date date of at to to to at
Name Grant Price Period of grant options 31 Mar 2004 30 8ep 2004 30 Sep 2004 30 Sep 2004 30 Sep 2004

REFEWE  RORENE  ROZRNE
R RERE  CFFME OMA-HE MA-RE O MA-NE CRERE
i iRz SR WBERR RAZERD MAEER AEHE

4 ghny friH frih 20 il WAt 5y filh %/ WAt
(HKS) (HKS) (HKS) ('000) ('000) ('000) ('000) ('000)

(i) (#7) (#7) (7) (F) (F) () (%)

Mr. Lee Shu Ki 22/05/2002 130 130 13 100 - (100) - -

AL

01/11/2002 165 165 - 200 - - - 200

01/11/2002 165 165 - 300 - - - 300

27/04/2004 190 186 - - 80 - - 80

27/04/2004 190 186 - - 160 - - 160

27/04/2004 190 186 - - 160 - - 160

Mr. Wong Shun Pang 20/05/2002 130 130 178 200 - (200) - -

HIERE

01/11/2002 165 165 - 200 - - - 200

01/11/2002 165 165 - 200 - - - 200

01/12/2003 2475 245 - 100 - - - 100

01/12/2003 2475 24 - 200 - - - 200

01/12/2003 2475 245 - 200 - - - 200

27/04/2004 190 186 - - 160 - - 160

27/04/2004 190 186 - - 120 - - 120

27/04/2004 190 186 - - 120 - - 120
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% A BB e A A

Number of Share Options

TR
Lapsed/
Granted Exercised cancelled
during the duringthe ~ during the
Closing Price at period from  period from  period from
Price exercise  Outstanding ~ 1Apr2004  1Apr2004  1Apr2004  Outstanding
Date of Exercise Exercise  before date date of at to to to at
Name Grant Price Period of grant options 31 Mar 2004 30 8ep 2004 30 Sep 2004 30 Sep 2004 30 Sep 2004
REBRME  ROEENE RORERE
BRI R R “RENE LYK WH-HE ME-HE  CRENE
fh0 Rz ZHEF=0 RAZER RAERR RRERR WAEHR
4 ghny friH frlh 2k L4 WA Ui e Tl K/ WAt
(HKS) (HKS) (HKS) ('000) ('000) ('000) ('000) ('000)
(i) (#7) (#5) (F) (F) (F) () (F)
(i) Other Eligible Participants
HRRRS Y
Employees 20/05/2002 130 130 2283 30 - (100) - 200
AI (avGTH)
22/05/2002 130 130 1977 400 - (300) - 100
(o)
01/11/2002 165 165 2.264 1,89 - (140) (150) 1,600
(a6
01/11/2002 165 165 1181 355 - (420) (150) 2980
(avGTH)
01/12/2003 1475 142 - 2408 - - (50) 2358
01/12/2003 2475 242 - 4,800 - - (100) 4,700
01/12/2003 245 2453 - 4,776 - - (100) 4,676
27/04/2004 190 1.80 - - 2548 - (20) 1518
27/04/2004 190 1.80 - - 510 - - 510
27/04/2004 190 1.80 - - 280 - - 280
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Details of share option movements during the
period from 1 October 2004 to 15 November 2004
under the New Scheme are as follows:

AR R w1

A
QUGN

XX

T H b 2 B R A S AT

ME+A—-HE+—HA

Number of Share Options
BB R
Lapsed/
Granted Exercised cancelled
during the during the during the
(Closing Price at period from  period from  period from
Price exercise  Outstanding ~ 10ct2004  10ct2004  10ct2004  Outstanding
Date of Exercise Exercise  before date date of at to to to at
Name Grant Price Period of grant options  308ep2004  15Nov2004  15Nov2004  15Nov2004 15 Nov 2004
REBRME  ROREWE O RoRRNE
RIRE RERE  CEENE O L-RE O FH-RE PA-RE CEENE
#h0 iz AMERD A-RER AR PR AR
ith ghny frih frlh ik it WATHE LE o fil K/ WATHHE
(HKS) (HKS) (HKS) ('000) ('000) (000) ('000) ('000)
(i) (i#7) (#7) (F) (7) (7) () (F)
(i) Directors/Chief Executives
HFRRATHAL
Mr. Kwok Wing Kin, Francis 01/11/2002 165 01/01/2003- 165 - 730 - - - 730
PRERE
01/11/2002 165 165 - 750 - - - 750
27/04/2004 190 1.80 - 160 - - - 160
27/04/2004 190 1.80 - 30 - - - 320
217/04/2004 190 1.80 - 320 - - - 320
Mr. Tam Wing Hung 20/05/2002 130 130 - 100 - - - 100
ikt
Mr. Lee Shu Ki 01/11/2002 165 165 - 200 - - - 200
R
01/11/2002 165 165 - 300 - - - 300
27/04/2004 190 186 - 80 - - - 80
27/04/2004 190 1.80 - 160 - - - 160
27/04/2004 190 0u/0y 186 - 160 - - - 160
26/04/2014
Mr. Wong Shun Pang 01/11/2002 165 165 - 200 - - - 200
HIRRsEE
01/11/2002 165 165 - 200 - - - 200
01/12/2003 245 2453 - 100 - - - 100
01/12/2003 245 242 - 200 - - - 200
01/12/2003 1475 242 - 200 - - - 200
217/04/2004 190 1.80 - 160 - - - 160
27/04/2004 190 1.80 - 120 - - - 120
217/04/2004 190 1.80 - 120 - - - 120




% A BB e A A

Number of Share Options
RN

Lapsed/

Granted Exercised cancelled

during the during the during the

(Closing Price at period from  period from  period from
Price exercise  Outstanding ~ 10ct2004  10ct2004  10ct2004  Outstanding
Date of Exercise Exercise  before date date of at to to to at
Name Grant Price Period of grant options  308ep2004  15Nov2004  15Nov2004  15Nov2004 15 Nov 2004

REREWE  RORENE  RCZRNE
RERE RWRE  CEEME O MA-0E O HI-NE BA-NE ZEENE
i {13 P/ o R o YT 1 S R B 1 [ ol

4 TR Tl frieh 2l itk WAL B Ui 8 Tl K/ WAL H
(HKS) (HKS) (HKS) ('000) ('000) (000) ('000) ('000)
(#7) (#7) (#7) (¥ (F) (F) (F) (F)
[ii)  Other Eligible Participants
R YIS R
Employees 22/05/2002 130 130 - 20 - - - 20
BT
20/05/2002 130 130 - 100 - - - 100
01/11/2002 165 165 205 1,600 - (130) - 1470
(4veFH)
01/11/2002 1.65 165 146 2,980 - (100) - 2880
31/10/2012
01/12/2003 2475 01/08/2005- 240 - 1358 - - (60) 2298
30/11/2013
01/12/2003 2475 01/01/2000- 242 - 4,700 - - (120) 4580
30/11/2013
01/12/2003 2475 01/01/2007- 242 - 4670 - - (120) 43550
30/11/2013
27/04/2004 190 01/01/2005= 1.80 - 1508 - - (60) 2,408
26/04/2014
27/04/2004 190 01/01/2006- 1.80 - 510 - - - 510
26/04/2014
27/04/2004 190 01/01/2007 1.80 - 280 - - - 280
20040
Potential Dilutive Effect of Share Options W JE B YF A S Y
(As at 15 November 2004, total issued share capital (# 2 = FFEWFE+—H 0 HEFETRAE L
is 405,146,000 shares) 405,146,000/%)
Percentage
Number of exercisable over total
outstanding share options issued share
A AT 1 Nk B RE 0 H capital
Exercisable during or Other i 4y
after the period Directors Participants Total BeA 2
T o 2 A% AT I 2 A B W s EE MY "ok
01/04/2004— 31/03/2005 3,420,000 7,638,000 11,058,000 2.73%
01/04/2005—31/03/2006* 900,000 7,394,000 8,294,000 2.05%
01/04/2006—31/03/2007* 800,000 4,836,000 5,636,000 1.39%
Cumulative total 2 &l 5,120,000 19,868,000 24,988,000 6.17%
* Additional exercisable outstanding share options * B T 8 0 2 SR AT (8 B R RE

during the period
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SUBSTANTIAL SHAREHOLDERS -3

As at 30 September 2004 RoFENERLA=1H

According to the register of interests kept by the HRIEAS 2> B % KR8 I3 o 1) 56 3300k A7 & 2 HE i
Company under section 336 of the SFO, the persons Hro it > EiEEs A K SR
(other than a Director or chief executive of the AN F] B BEAT A B 5008k L B RERR 2 A
Company) who are, directly or indirectly, interested T (RERFHEHREAAFZ HEITBAR) W
and/or deemed to be interested in 5% or more of I

the nominal value of the issued share capital of
the Company are as follows:

Number of ordinary shares of HK$0.10 each
FREE A L2 BRYH

Personal Corporate/ Shareholding

Name of Shareholder interests Other interests percentage
o 1R i %

JBe 3 44 Al PN £ JCfib B i B S

Pearl Court* - 172,200,000 42.55%
(Notel Mt & —)

HITL — 172,660,000 42.66%
(Note 2 Mt i =)

Mr. Cheah Cheng Hye #f i # /64 — 40,126,000 9.91%
(Note 3 Mt i# =)

Value Partners Limited (“VPL”) - 40,126,000 9.91%

(Note 3 it =)

46



As at 15 November 2004

According to the register of interests kept by the
Company under section 336 of the SFO, the persons
(other than a Director or chief executive of the
Company) who are, directly or indirectly, interested
and/or deemed to be interested in 5% or more of
the nominal value of the issued share capital of
the Company are as follows:

% A BB e A A
REFENAET A THRHA

AR AR A 22 ) % 75 27 1 B 56 330/ A7 B 2 A i 65
RO - R B A K BB A A
2N F B AT A Z H (5% DL ERERR 2 A\ E
(FEFHEELIAAFAZESTHAR) W
T

Number of ordinary shares of HK$0.10 each

A5 B 0. 138 =2 W% W B B H

Personal Corporate/ Shareholding

Name of Shareholder interests Other interests Percentage
& 1R % Bk

JBe 3 44 1% fi5 A B 2 JC i B 22 B

Pearl Court* - 172,200,000 42.50%
(Note1 it & —)

HITL — 172,660,000 42.62%
(Note 2 [t 7t —)

Mr. Cheah Cheng Hye #f i i} 5¢ 4 - 40,126,000 9.90%
(Note 3 M &t =)

Value Partners Limited (“VPL”) - 40,126,000 9.90%
(Note 3 M &t =)

Notes: W it

1.  Pearl Court is a trustee of HCF Trust.

2. HITL is the trustee of HWL Trust and other
party(ies).

3. Mr. Cheah Cheng Hye is deemed to be interested
in these shares by virtue of his 31.82% control over
VPL.

* The interests of Pearl Court duplicate the family
interests and corporate/other interests of Mr. Ho
Cheuk Fai, Mr. Ho Cheuk Ming and Ms. Ho Po Chu
as stated in the section headed “Directors’ and Chief
Executive’s Interests in Shares”.

Save as disclosed above, as at 30 September 2004
and 15 November 2004, no person, other than the
directors and chief executive of the Company,
whose interests are set out in the section “Directors’
and Chief Executive’s Interests in Shares” above,
had registered an interest or short position in the
shares and underlying shares of equity derivatives
of the Company that was required to be recorded
pursuant to section 336 of the SFO.
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Karrie International Holdings Limited
Encumbrances on Shares

The Board wishes to disclose the following details
for the purpose of sound corporate governance:

On 22 November 2004, the Company received a
written statement (the “Statement”) dated 22
November 2004 from Pearl Court Company Limited
(“Pearl Court”), a substantial shareholder of the
Company holding 172,200,000 ordinary shares of
HK$0.10 each in the share capital of the Company.

In the Statement, Pearl Court confirms that, as at
22 November 2004, it has not created or caused to
be created nor are there any encumbrances,
including without limitation charges, mortgages,
pledges, liens, options, restrictions, right of first
refusal, adverse interests or any third party rights
or claims whatsoever (the “Encumbrances”), in
respect of any of its interests in the Company.
Pearl Court has further undertaken to the Company
that it will inform the Board within 7 calendar
days before the Company publishes its results
announcements for any year, half-year, quarterly
or any other interim period whether any of its
interests in the Company is encumbered by any
Encumbrances as at the date of notification,
provided that Pearl Court has the right to terminate
such arrangement by giving to the Board a notice
in writing (the “Notice”) on or before one month
immediately preceding the deadline for the
Company to publish an announcement for its results
for any year, half-year under the Rules (the “Listing
Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), quarterly or any other interim period
(whether or not required under the Listing Rules).
Pearl Court has further authorised the Company to
disclose such information to the Stock Exchange
and to the public by any means that the Board
deems fit and to include such information in the
Company’s annual or interim reports or in its results
announcements for any year, half-year, quarterly
or any other interim period.
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JBe By 2 i Ml £1 95

Ty I0R A FE IR AR DL SRR

AKNFRZEFEFNE+—H Z+ ZH LB A
75 A — EE K H Pearl Court Company Limited
([Pearl Court]) B — & H i  —FFU4E |
—Hot - HZEmBRE (TEmER]) -
Pearl Courtf A A< 22 5] 4 R M {H0.10% 7T 2 ¥
M 3£172,200,0008 -

Rz E W B A > Pearl CourtfE i@ & —F
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Without prejudice to the disclosure obligations of
the Company required under the Listing Rules
(including the general disclosure obligation of the
Company under Rule 13.09 of the Listing Rules),
the Board will publish such information as from
time to time received from Pearl Court in its annual
and interim reports and in its results announcements
for any year, half-year, quarterly or any other
interim period. The Board will also publish a
separate announcement upon receipt of the Notice
from Pearl Court.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the six
months ended 30 September 2004 attributable to
the Group’s major suppliers and customers are as

follows:
Purchases
The largest supplier 21%
Five largest suppliers combined 53%
Sales
The largest customer 33%
Five largest customers combined 80%

None of the Directors, their associates, or any
shareholders (which, to the knowledge of the
Directors, owned more than 5% of the Company’s
share capital) had a beneficial interest in the
Group’s major suppliers or customers noted above.
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Karrie International Holdings Limited

CONTINGENT OBLIGATIONS UNDER THE
LISTING RULES

Advance to an Entity

In accordance with rule 13.13 of the Listing Rules,
an announcement was made on 9 September 2004
disclosed the details of the trade receivables (the
“Trade Receivables”) due from Konica Minolta
Business Technologies Manufacturing (HK) Ltd.
(“Minolta”) to the members of the Group as at 31
August 2004 which exceeded 8% of the total market
capitalisation of the Company as at that date.

As at 30 September 2004, the circumstances giving
rise to the disclosure under rule 13.13 continued
to exist. In accordance with rule 13.20 of the Listing
Rules, the details of the relevant Trade Receivables
due from Minolta to the Group as at 30 September
2004 are as follows:

As at 30 September 2004, there were 404,716,000
shares of the Company in issue. Based on the
average closing price of the Company’s shares of
HKS$2.455 per share as stated in the Stock
Exchange’s daily quotation sheets for the trading
days from 22 September 2004 to 28 September
2004 (both days inclusive), being the five business
days immediately preceding 30 September 2004,
the market capitalisation of the Company was
approximately HK$993,577,000 as at 30 September
2004 (the “Total Market Capitalisation”). The trade
receivables due to the Group from Minolta
amounted to approximately HK$129,668,000 as at
30 September 2004. The Trade Receivables were
resulted from sales to Minolta by the Group in its
ordinary course of trading business and on normal
commercial terms, which are unsecured, interest
free and with payment terms of 60 days, and
represented approximately 13.05% of the Total
Market Capitalisation.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the
Company’s shares during the period.
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AUDIT COMMITTEE

According to the requirements of the Listing Rules,
in January 1999, the Group has established an Audit
Committee which now comprises three independent
non-executive directors of the Company. They are
responsible for dealing with matters relating to
audit area, which include reviewing and supervising
the financial reporting process and internal control,
in order to protect the interests of the shareholders.
The unaudited interim results for the six months
ended 30 September 2004 of the Company now
reported on have been reviewed by the Audit
Committee.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

In the opinion of the Directors, the Company was
in compliance with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules
throughout the period.

By Order of the Board
HO CHEUK FAI
Chairman

Hong Kong, 26 November 2004
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Karrie International Holdings Limited
Appendix 1

SPECIAL CHARACTERISTICS OF OUR
BUSINESS MODEL

Some or all of the following characteristics apply
in our dealing with customers. Such characteristics
have been generalised/simplified to enable easy
understanding:

1. We deal with projects, which can take one
year of development and engineering works
from initial project confirmation to final
shipment of goods. A project’s shipment cycle
can run for 18 to 24 months.

2. We do not normally have a large orders
backlog because the customers’ adoption of
either the just-in-time inventory (JIT), rolling
forecast, Electronic Data Interexchange (EDD)
or a combination of the above methods.

3.  Usually we are the only vendor for a particular
project and therefore have the obligation to
ship goods to customers even if the sales
volume is much higher than the initial
projection.

4. Most of our customers are not retailers, but
manufacturers themselves. Some of them even
have factories in China. Most of the electronic
components are either sourced through the
customers or their designated suppliers.

5. While the metal and plastic enclosures business
is an integral part of the computer and
computer peripheral sector, the industry thrives
only in Taiwan but not in Hong Kong.

6. Our customers are mostly multi-national
companies. Thus we frequently have the
situation likes project originated in Japan,
components assembled in China while the final
products shipped to Asia or Europe. Our
definition of breakdown by market is by
shipment destination but not country of origin
of the customers.
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Appendix 2

SPECIAL CHARACTERISTICS

OF THE

SUPPLY CHAIN

SYSTEM

A Hypothetical Example (Simplified

and

generalised for

easy

understanding)

1.

Quotation Phase

12 to 15 months prior to
shipment, Customer A sends
out Request for Quotation
(RFQ) for a project to all
“qualified suppliers”.

Project Confirmation Phase

Customer A confirms the
placement of the project to
us;

Customer A also provides
shipment forecast for the
next 18 to 24 months,
which is the normal life
cycle of a project.

Moulds and Prototype Making
Phase

According to Customer A
specification, we start to
perform the design works,
make the moulds and
prototype;

This process would take
around 6 to 12 months;

Customer A would also
work with our purchasing
department on electronics
components and the list of
qualified suppliers for such
components.

Shipment Phase

Customer finalises and
revises the final shipment
schedule;

We start manufacturing and
ship goods to just-in-time
(JIT) inventory warehouses.

Sales Recognition and Payment

Customer A takes goods
from JIT warehouses;

We get paid after the
normal credit period
(around 30 to 60 days).

b 8% 2
it HE 9 4% BIL &R I 2 FE Pk
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Quotation
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N " AT ET A 125 1508 H 1 B
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2. HHRBR
noed e B4 L E R
S - A [ iE i JH
Confirmation A Hh
Phase
B
R R kA 185 24
116 H ﬁgz%ﬁ{ﬂﬂ > IR —
Around 3 months Jh 28 ik 75 A B -
318 A
Moulds & 3. BB B
oo S B B 6 0 B
s e - EIEViGS & L KL
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Appendix 3
¥ 6% 3
GENERALISED FLOW CHART OF THE SUPPLY CHAIN MANAGEMENT SYSTEM
% M G 4 PHL R A5 — g 2 4 O A
Customer o,
EE |
: Project awardec.]? .....
I P Design, e,
! engineering and "n,.
> ' i development e,
Paymint ! : works — 6 to ",
T i 12 months ..,
VolmggmE
iR ma TRR ...
I HAbR S TR Ite- 1218 A
! Payment A
JIT Warehouse Kamie | m e — — = = ®es Dsisplgll?etresd
e < :: | « rs
[EPRE(HAE ) o LI s (LT
” Electronics
P s N Components
Final Assembly 7. T EMS
5% ¥ ik WA 7 S
/Q&%’
P X
4
7/
Contract Manufacturer| 7
g il ke
A ARG R A Other Suppliers
HoAt BERE R
Appendix 4
B % 4
GENERALISED PRICE MOVEMENT GRAPH OF ELECTRO-GALVANISED STEEL COIL
A G R IG5 BRUAS A 24
US$ i
1,000
800
600
400
200 |
O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 J
3 D DL SRS S S 6
L, S . A &t
7, 7, 7,
&~ &~ &~ & & & &

*  Latest quotation for delivery in January 2005
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Appendix 5
B 8% 5

DIVIDEND AND DIVIDEND POLICY
JBe B B JBe 5 SR

Group’s policy to distribute 50% or more of its profits attributable to shareholders as dividend

55 0 Wk 5 K S IBOSRE 7% M SR A1 i A s000 8 L B AR IR B

Eight Years’ Trend of Dividend Payment
BWLRERBERSH

All dividend paid shown below is in HK cents per share

4 I IR FE 2 B B 2 DA O A T SE

Interim Final Special Dividend Payout Ratio
Special Special Subtotal Ji &
Interim Final Subtotal i A L3-S Total (Excluding)*  (Including)®
o AW it Loy )9S Loy )98 it wit CREHER): (BEER)-
1997/98 Nil % 1.00 1.00 Nil & Nil & Nil 1.00 13% N/A NN
1998/99 2.00 2.00 4.00 Nil & Nil & Nil 4.00 58% N/A A
1999/00 2.20 2.20 4.40 Nil & Nil Nil 4.40 77% N/A NN
2000/01 1.10 3.80 4,90 Nil fE 6.20 6.20 11.10 69% 156%
2001/02 5.00 5.90 10.90 5.00 14.10 19.10 30.00 50% 138%
2002/03 8.00 11.00 19.00 Nil % 5.00 5.00 24.00 60% 75%
2003/04 8.00 12.00 20.00 Nil & Nil & Nil fi¢ 20.00 87% N/A A
2004/05 A 8.50 N/A NN 8.50 Nil NA KB NAREN 850 54% N/A AR
A 2004/05 Interim results only * Excluding special dividend # Including special dividend
A 2004/05 #F 1) EE - * NI R E = GWIFIFH R E

Appendix 6
b & 6

EQUITY TO TURNOVER RATIO
JB ¥ 3 B & 5 L Bl

Simplified Diagram showing relationship between the Group’s
Net Gearing Ratio and Return on Equité Ratio

T % B 3 38 W 418 B JBe SROHE 2% I 33 A B3 AT B BL R 2 B4R
The Case for Optimal Capital Structure Y SR It 3 ¥ Y AR L
» Looking ahead, the optimal equity to o THRFRAE A 2 R 4 B
turnover ratio is 1:7 LEIHE S 1.7
¢ Too much surplus equity capital may o BT IRA A O A AR B A
encourage investment in marginal projects THH b o i A S A S MR A
while too much net bank borrowings will put [ RAR |
the Group into the “warning zone”
Net Gearing Ratio e Present structure optimal in balancing o BlREZ VR EVBUR IE LT (4 814715 65
TFERAT A IR the different requirements of net gearing ratio e SR < T R HRAS-F- A
A and the return on equity ratio
100% The optimal equity to turnover ratio based DL il 2 A YRR 1) 2 (Rl Sy 2t
on the following assumptions:
— no major capex plan — IEE R EAMRE
. . — no operating loss b by
ngh Rlik — no changes in receivable/payable pattern (B i B A0 7 5 SR e 40 e e K ks
%]A m I‘ﬂ — no major cash outflow — MEERZBIEWSR
0% — no major changes in just-in-time inventory status — HFRF{EEE 2 17 £ e ik i 5
50%
Group's
Target
EFH
ow R Low Risk, High Return
1 g
SCEE i | B - DE: S
0 20% - - . .
Group’s Tareet 50% Return on Equity Ratio
PRSI RSO i ] o

55



Karrie International Holdings Limited

Appendix 7
b & 7
CAPEX
Profit attributable
Capex to shareholders
EAPER [ ] Capex JIR SRR Ut )
HK$ 000 BB HKS$'000
—&—  Profit attributable
100>000 [ to shareholders B 120,000
AR i
80,000 - - R 100,000
] — : 80,000
60,000 r —
460,000
40,000 [
// +40,000
~— |
20,000 r ] 120,000
0 0
97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05* 05/06
[ Capex o . . ” o - 5
YA & 67,604 76,176 56,595 65,034 14,675 24,488 58,842 65,000 ?
—&—  Profit attributable
to shareholders 27,865 25,162 20,616 26,368 78,370 119,808 90,440 ? ?
% SR A i
*04/05 Phase 1: Phase 2: Phase 3: Phase 4: Phase 5:
Budget Asian Restructuring, investment in Rapid growth Consolid- ?
i financial fixed assets and market ation
crisis repositioning
HPRE S RE 5B BL SRR B ST B
SNA R | EMSEA  BOE LTS R E R el ) ?
JES
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Appendix 8
W} &% 8
TREND OF GROSS PROFIT MARGIN & NET PROFIT MARGIN
eI ES SRS ]|
(%)
30,0 _a Gross Profit Margin
- BHE (%)
250k 233 2 —a— Net Profit Margin
FFE (%)
20.0
15.0 - 121
10.0F 7.1 6.9
4.5 43 53 53 5.5
5.0 F ' 3.1 2.9
00 | | | | | | | | J
97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05*
97/98  98/99  99/00 00/01  01/02  02/03  03/04 04/05*
(%)
Gross Profit Margin & Fl| % 23.3 20.7 24.8 17.0 19.4 15.0 13.7 12.1
Net Profit Margin #[i F| 2 4.5 4.3 3.1 2.9 7.1 6.9 5.3 5.5
(HKS$ million) (F B #T)
Turnover #i 5 % 619 592 662 893 1,156 1,738 1,693 1,153
Profit Attributable to
Shareholders
JIE S A T 28 25 21 26 78 120 90 64

* 2004/05 Interim Results only
* 0 2004/05 B A
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Appendix 9
W &k 9
GROUP’S TARGET ROE AT 20% OR ABOVE
JBe SOHE 25k [0l 9t % H OB 3 2 R 20% 5 YA L
D)
40
35 -
SN 30 -
S 20 16.3°
TR 5L -
88 of
96/97 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05*
96/97 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05*
HKS (m) — HKS (m)  HKS (m)  HKS (m) ~ HKS (m) ~ HKS (m)  HKS (m)  HKS (m)  HKS (m)
EWEE) EW(EE) R (EE) EREE) EREE EREE EWRESE ENEE ERAE
Profit after Tax ~ FRELA Al 81 2 2 21 2 78 120 90 04
Shareholders’ Equity MFRAE & 310 318 332 339 336 347 364 375 393
Return on B A %
Equity (%) M#E) 262 8.8 7.6 6.1 7.4 22.6 32.9 24.1 16.3
*2004/05 Interim Results only
* 0 2004/05 B AR
Appendix 10
W&k 10
INVENTORY & DEBTOR TURNOVER
A BT B M I 2 v JB)
No. of days
H #
90 83 —®— Inventory Turnover
8 s e
20 L HECHE L 0}
60 - 57
50 42
40
30
20
10
() 1 1 1 1 1 1 J
98/99 99/00 00/01 01/02 02/03 03/04 04/05*
(No. of days) (H#) 98/99 99/00 00/01 01/02 02/03 03/04 | 04/05*
Inventory Turnover 17 £ 4 # #f 08 61 54 40 29 35 427
Debtor Turnover — JEE i M 48 48 #if 83 51 52 57 49 60 57
*2004/05 Interim Results only T
L 300k/0% Inveniony Tumover Days
Inventory turnover (No. of days) 03/04 Y/E 04/05 1H | Change
(Base on average stock value/Sales) X 365 days (H %) 03/044F &5 | 04/05 L4 | S 0R
Debtor turnover Raw Material Tk 16 23 +7
(Base on average debtors/Sales) X 365 days WIP A2 1 4 7 +3
17 BB (LI 17 B E 8 B E ) X 365H Finished Goods  Ji{ 15 12 -3
JEE i B A ) (AT P RE iR S B () X 365 Total a3 35 42 +7
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Appendix 11
B &% 11

CORPORATE GOVERNANCE

Three independent non-executive directors out
of a total of nine directors;

Establishment of an Executive Committee to
improve decision-making efficiency. The Group
is now being run on an operational basis by a
group of professional managers;

Efforts to improve transparency:

— in annual report, made detailed
explanation of corporate strategies and the
rationale behind;

— meeting with individual shareholders
periodically through a new “tea-break”
program. The first “tea-break” was held
on 25 September 2004;

Clearly defined dividend policy of payment of
50% or more of the after tax profit;

Clearly defined ROE objective of 20%;
Clearly defined future turnover targets;

Announcing quarterly results — Putting the
shareholders’ interest first in publishing a
disappointing quarterly profit drop in
September 2003 instead of just following the
previous practice of publishing turnover figure
only (which showed an increase of 19% for
the first quarter 2003/04)......as if we were
not able to deliver according to plan, we will
let the investors know as far as practical;
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Karrie International Holdings Limited

8. Increasing the number of audit committee 8.
meetings to 4 times a year;

9. Encouraging executive directors to hold at least 9.
500,000 shares of the Group;

10. Including a social responsibility statement in 10.

the annual report;

11. Estimating the cost of options granted; 11.

12. Enhancing stock market liquidity with the major 12.

shareholder’s placement of 60,000,000 shares
to institutional shareholders in May 2003;

13. Willingness to share wealth created with all 13.

shareholders through dividend. Since 2000/01,
the Group has paid out in actual cash
disbursement of dividends of over
HK$320,000,000 or over 85% of the
shareholders’ fund (2003/04 Annual Report
P.22).
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SHAREHOLDERS’ EQUITY AND DIVIDEND PAID

JBe SR BE % B 9K I B

i 00/01
Accmulated I 01/02
Di\;/ideer Paid 41,540 80,111 . 02/03
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03/04
Shareholders’ Equity
(as at 31 March 2004) 375,039
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