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Karrie is a manufacturer of computer casings, paper cassettes,
magnetic tape drives, laser printers, digital photo printers,
multifunctional fax machines and other metal & plastic products

Celebrated its 25th anniversary in 2005

Shipping products to mostly computer and office equipment blue
chips companies of the world on an open account basis

With less than 20% in direct shipment to the North America

In most cases sole supplier to customers for the particular projects
confirmed

Adding HK$1,029,551,000 amount in turnover in 2005/2006
alone

Has a turnover of only HK$661,887,000 in 1999/2000 vs the
current year turnover of HK$3,592,741,000

Operating on a cost plus pricing basis with most of the raw
materials purchased either directly from the customers or from
customers-designated vendors and thus avoiding the problems
of fluctuating raw material price

An unbroken 9 years of dividend payment record
A ROE of over 30%

Building a third plant in Yu Quan, Dongguan, China in a site area
bigger than the combined site areas of the two existing plants in
Fenggang and Yantian.

Reducing net gearing ratio from 56% as at 31 March 2005 to
21% as at 31 March 2006 in a year of 40% increase in turnover

Moving toward a professionally managed enterprise as the Group
is managed on an operational basis by an Executive Committee
comprising a team of professional managers

Has been named as one of the best-managed companies for
three consecutive years in the prestigious Asiamoney Poll,
including the best small cap title in 2005

Pioneered the novel concept of ‘tea-break with individual
investors’ in creating a separate platform of direct communication
for individual investors

Awarded the title of ‘Caring Company’ by the Hong Kong Council
of Social Services in 2006
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HK$3,592,741,000 — HK$2,563,190,000 = HK$1,029,551,000

This figure represents the net increase in turnover for the year
2005/06 as compares to the previous financial year. Karrie turno-
ver was only HK$661,887,000 back in 1999/2000. You may want
to ask:

— Why did the customers place so much confidence in Karrie?

— How did the production people handle such huge increase in
shipment? Or the procurement department in arranging ship-
ment of raw materials? Or the Personnel Department in catering
for the everyday requirements of the workforce in China (accom-
modation, meals, health issues)? And how......

“"Team Karrie” achieved this minor miracle as our colleagues,
from the always-in-the-air marketing directors to the duty-ob-
sessed production supervisors exercised their heartfelt dedication
in all details. Their individual pursuit of perfection and incremen-
tal improvement provided the collective momentum turning the
impossible into possible.

Because of the importance of the contribution of our colleagues,
we focus our attention on them rather than the boring machines
and factory premises. Look at their smiling faces and then you
would visualize their passion and appreciate why Karrie was voted
as one of the best-managed companies in Hong Kong in the
annual Asiamoney Poll for past three consecutive years.
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Mr. HO Cheuk Fai (Chairman & CEQ)

Mr. HO Cheuk Ming (Deputy Chairman & COO)
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Announcement of 2005/2006 results
29 June 2006

Last day to register for 2005/2006
Final and Special Dividends
28 July 2006

Annual General Meeting
4 August 2006

2005/2006 Final and
Special Dividend Payment Date
17 August 2006

Financial Year End
31 March 2006
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As at
BZ
31 March 2006 15 June 2006
—EEXRE —EERE
=A=+—H AATHEHA
Authorised (HK$) ETE (BT 80,000,000 80,000,000
Issued (HK$) BEIT BT 41,051,200 41,162,200

As at 31 May 2006, the Company had 411,622,000 shares
in issue of which approximately 45.6%" was held by the
public. As at that date, the Company had a total of 374
registered shareholders. The following table shows the
distribution of ownership according to the Register of
Members and the Participant Shareholding Report
generated from the Central Clearing and Settlement System
as of 31 May 2006:

HE_ZZTXFRA=Z+—8 &A2Q
%ﬂﬂﬂﬂﬁﬂﬁm&'ﬁ$@%%k§
HM545.6%0 - HERAB - AR AR FM
RE374% - BRERFEEZMEPREEIW
RGN _ZEERNFRA=ZT—"HHRENZ
HERERE  BHPES TUATRESMH
KEWEERE -



Number of % of % of
registered number of Number of  total issued

Category shareholders shareholders shares share capital

ot it 16 = HERT

&Rl BRERBEE BRELH% FREE RKROLH%

Pearl Court Company Limited 1 0.3% 172,200,000 41.83%

Ho's family® A RK &2 3 0.8% 49,180,000 11.95%

Directors® EE0 3 0.8% 2,760,000 0.67%

Value Partners Limited® Value Partners Limited® 1 0.3% 41,020,000 9.97%

Individuals EAREE 182 48.6% 13,322,750 3.24%

Institutions, corporates WEREE b 184 49.2% 133,139,250 32.34%

and nominees BREERREA

Total Gl 374 100.0% 411,622,000 100.0%

Note: i

(1) Public shareholding represents shares held by the public, (1 NEBFHR 2R K (BRPearl Court Company
excluding those held by Pearl Court Company Limited, Ho's Limited * W RKKERARTESHIFRH
family and Directors of the Company. HEMN ABRALTHFHENROEE -

(2) Ho's family comprises Mr. Ho Cheuk Fai, Chairman and Chief (2) MEFRERAEBREE (TR FEITHRE
Executive Officer, Mr. Ho Cheuk Ming, Deputy Chairman and Chief ) - M ERELE (RIEEREBEE) LA
Operating Officer, and Ms. Ho Po Chu. ERZTHERK -

(3) Directors represent Directors of the Company excluding Mr. (3) BEERE (B tE0E 5 £ R 2B 5L £ 5N
Ho Cheuk Fai and Mr. Ho Cheuk Ming. KRR ZEE o

(4) Latest information up-dated to 31 May 2006 as provided by (4) Itk 75 Value Partners Limited AT $2 {4 2 % T &
Value Partners Limited. E_EENFRA=ZFT—HZEHEH -

As at 31 May 2006 Shareholders Shares of HK$0.1 each

R-EEXFREA=+—8H [ BREEIEBTRMG

Number of Shares Held Number % of total Number % of total

RO EE A" MEYEI T £ g HEHES K

1-5,000 73 19.5% 138,454 0.0%

5,001 - 20,000 99 26.5% 1,320,000 0.3%

20,001 - 50,000 61 16.3% 2,261,929 0.6%

50,001 - 100,000 51 13.6% 3,820,000 0.9%

100,001 - 200,000 21 5.6% 3,336,000 0.8%

200,001 - 500,000 28 7.5% 9,059,322 2.2%

500,001 - 1,000,000 15 4.0% 11,036,000 2.7%

1,000,001 - 2,000,000 9 2.4% 12,638,000 3.1%

2,000,001 - 5,000,000 7 1.9% 18,827,030 4.6%

Over 5,000,000 F 10 2.7% 349,185,265 84.8%

374 100.0% 411,622,000 100.0%




As at
B=

31 March 2006
—EERE
=RA=+—H

15 June 2006
—REAE
~AtEA

at exercise price
at exercise price
at exercise price
at exercise price
at exercise price
at exercise price
at exercise price

of HK$0.30 each
of HK$1.30 each
of HK$1.65 each

of HK$2.475 each

of HK$1.90 each
of HK$3.15 each
of HK$3.35 each

TEEASR0.30EB T
TEEAESR1.308T
TEEAEBR1.655T
TFEEREER2.475%8 T
TEEAESR1.90%8 T
TEEASR3INSET
TEEABR335ET

820,000
200,000
3,570,000
8,678,000
3,136,000
4,890,000
11,400,000

820,000
200,000
3,020,000
8,198,000
3,016,000
4,890,000
11,400,000

As at 31 March 2006 (Closing Price: HK$2.95)
HK$1,211,010,400

As at 15 June 2006 (Closing Price: HK$2.775)

BE-_ZZARE=A=1+—H (KHE : 295% )
1,211,010,4007% Jt

Bz FEAATER (KHE : 27758 7T

HK$1,142,251,050 1,142,251,050% 7T
Share Price (HK$) Share Price (HKS)
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Buy Sell

BEA B
Number Average Number Average
Name Date of Shares Price of Shares Price
% & =P RH B Fi9E o AR Fi9E
(HK$) (HK$)
(B 7T) (B 7T)
Mr. Ho Cheuk Fai April 2005 594,000 3.222
fa] 2 48 52 A —ZEETRFMA
June 2005 78,000 3.441
—EERFAA
Total & & 672,000
Mr. Kwok Wing Kin, Francis July 2005 400,000 3.273
20 ok BR 5 A —ETERFEH
October 2005 88,000 3.200
—“ETTRFT+A
November 2005 212,000 3.083
—ETRF+—A
December 2005 100,000 3.068
—ETRF+=A
Total & &t 800,000

Note: During that period, Mr. Kwok exercised share options granted
for a total of 700,000 shares, details please refer to page 94.
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The Stock Exchange of Hong Kong Limited
Main Board
1050

2,000 Shares

Any matters relating to your shareholding, such as transfer
of shares, change of name or address, and loss of share
certificates should be addressed in writing to the Branch
Share Registrar of the Company:

Computershare Hong Kong Investor Services Limited
Rooms 1712-6, 17th Floor

Hopewell Centre

183 Queen’s Road East

Hong Kong

Tel: (852) 2862-8628

Fax: (852) 2529-6087

For enquiries, please contact:

Ms. Winnie Tsang

Senior Corporate Communications Officer

Karrie International Holdings Limited

10th Floor, Southeast Industrial Building

611-619 Castle Peak Road

Tsuen Wan, New Territories

Hong Kong

Tel:  (852) 2437-6830

Fax: (852) 2415-1608

Email: pytsang@karrie.com.hk/
ir@karrie.com.hk
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SBI E2-Capital China Holdings Limited PESERPEZRER AT

Mr. Raymond Jook 50 9 B 55 A&

Tel: (852) 2533-3715 T ¢ (852) 2533-3715

Fax: (852) 2533-3733 {55 : (852)2533-3733
Email: raymondjook@softbank.com.hk B : raymondjook@softbank.com.hk
CIMB-GK Securities (H.K.) Limited BEBRIES (FE)BRQA
Ms. Renee Tai B NA

Tel: (852) 2868-0380 E&h ¢ (852) 2868-0380

Fax: (852) 2537-1547 {55 : (852) 2537-1547

Email: tai.renee@cimb-gk.com B : tai.renee@cimb-gk.com
Quam Securities Company Limited EERARTFABRAA

Ms. Kristie Ho o] B g/ A

Tel: (852) 2847-2222 T ah 0 (852) 2847-2222

Fax: (852) 2110-0307 fEH& : (852) 2110-0307

Email: kristietho@quamcapital.com.hk B #H : kristieho@quamcapital.com.hk



“Nothing is Impossible” Campaign to promote a new corporate culture

REBHFEEXL  BRINELAEIED

Establishment of a volunteer team to promote social responsibility program
DAVARE:R--/N-IEE TN

2005/06 1st Quarterly Results Announcement
NE—EER/ERNFEF—FTETEER

5th “Tea-Break with Individual Investors”
BITERR[EAREAREE R/

Celebrating the 25th anniversary. Events included anniversary banquet, special supplement
and trees planting

SERI-_THAFESR BT ER2EY BEEABRE  LaFTRIENEERER
faisf B |

2005/06 Interim Results Announcement

N —EER/ERFETHEE

First Runner-up in the Grand Prix for Best Overall Investor Relationship in Hong Kong — Small/
Mid Cap Category in a poll organized by the IR Magazine
EREEBREFIEER I ZEREEBERE-—TIEEIFTERE A

6th “Tea-Break with Individual Investors”
BITENIR[EAEAKZE B R/

The Best-managed Company in Hong Kong (Small Cap Category) in the Asiamoney Poll 2005
BITNEERFTIHEERBERETERR —NRERIE—F

Sponsorship of the Venture Capital Project for the Disadvantaged Children together with the
St. Christopher’s Home, including the running of a retail stall in the Lunar New Year Fair
EPEAERSERERERENRIEMNAXE RS  UNFERUAKEBER

Awarded the “Caring Company” logo by the Hong Kong Council of Social Service
BEEBHeREHESRE (BARBIEIER

2005/06 3rd Quarterly Results Announcement
N —EERH/ERFEFZFTTEEE

Top out ceremony of the Yu Quan Plant, Phase 1
Bl ERBEE —BHRITFIEER

7th “Tea-Break with Individual Investors”
BITELR[ARFEAKREE R

Team-building session for the management team as organized by the Hong Kong Polytechnic
University
FRBEARIARBREEEETTESENER] 2B

Commended by the Dongguan City Authority as the first enterprise to establish a
"Committee on the Concerns for the Next Generation”

BREMBFEARAERKLIBAOT - RIEZREGI 2%



Financial Highlights Bt##=

Share Price Movement From 1999 to 2006

Share Price (HK$) Share Price (HK$)
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Financial Highlights Bt##=

Turnover percentage by Products

REmBINEXETD R

Metal and Plastic Business

T BBEH

@ Electronics Manufacturing Services

Business

ETHERTER

Turnover percentage by Geographical Location

REmPMEBBAINEXERD R

Japan
SN
© Asia (excluding Japan)
FM(PEERR)
@ North America
it =M

@ Western Europe
78 B

46%

2006 2005 % Changes

—EEXREFE ZTETRF EHEOIL
HK$ million B&BT
Turnover ] 3,593 2,563 +40%
Gross profit E A 381 318 +20%
Operating profit #% g A 229 179 +28%
Profit attributable to equity holders A% #E+F A A FE (5 & F 186 147 +27%
Total assets BE®E 1,573 1,618 -3%
Shareholders’ equity IR R = 527 416 +27%
In Million B &R
Number of shares %15 & B 411 408 +1%
Per Share Data BRER
HK Cents B
Basic earnings AR F 45.5 36.2 +26%
Diluted earnings BE 1% 5 A 45.1 35.8 +26%
Total cash dividends BE SRS 25.0 21.0 +19%
HK$ BT
Net asset value per share EREEFE 1.3 1.0 +30%
Financial Ratios Bt =
Gross profit margin (%) BEREF (%) 10.6 12.4 -15%
Net profit margin (%) BERAF (%) 5.2 5.7 -9%
Net current ratio Fom BNt X 1.7 1.4 +21%
Net quick ratio FIRB)LE I 1.1 0.8 +38%
Net gearing ratio (%) FHRITEELE (%) 21 56 -63%
Interest coverage FERE X 11 24 -54%
Dividend payout (%) S E (%) 55 58 -5%
Turnover to net bank borrowings & F¥FEEFRITEERL X 32 11 +191%

Karrie International Holdings Limited



Basic earnings
per share

Diluted earnings
per share

Net asset value
per share

Gross profit
margin (%)

Net profit
margin (%)

Net current ratio

Net quick ratio

Net gearing
ratio (%)

Interest coverage

Dividend
payout (%)

Turnover to net
bank borrowings

Profit attributable to equity holders

Weighted average number of shares

Profit attributable to equity holders

Diluted weighted average number of shares

Net assets

Number of shares as at year end

Gross profit
x 100%

Turnover

Profit attributable to equity holders

x 100%

Turnover

Current assets (less cash and
bank balances)

Current liabilities (less cash and
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Current assets (less inventories
and cash and bank balances)

Current liabilities (less cash and
bank balances)

Bank borrowings
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What is heartfelt dedication: must include
the majority of the following

— always thinking of how to do your job
better than before;

— think about it before you go home, no
matter whether you are eating or
walking;

— think of all sorts of possibilities which
may arise like the potential risk or the
reality;

—  think of the responses of the users/customers to the products/
service offered and whether they are satisfied. Think from their angle
but not your angle or the ‘in theory’ angle;

— do not mind about minor inconvenience to yourself. You should not
mind taking one step further and perform each task with utmost
devotion.
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On behalf of the board (the “Board”) of Directors (the
“Directors”) of Karrie International Holdings Limited (the
“Company”), | am pleased to present the annual report of
the Company and its subsidiaries (together the “Group”)
for the year ended 31 March 2006.

The Group is principally engaged in

- Metal and Plastic Business: the manufacture and
sales of metal and plastic products including
computer casings, office automation products,
moulds, plastic and metal parts; and

- Electronic Manufacturing Services Business (“EMS”
Business): the manufacture and sales of laser
printers, magnetic tape drive, digital photo printers,
multi-functional fax machines and other computer
peripheral products.

For the second consecutive year, the performance of
the Group surged into new height since public flotation
in 1996: Turnover for the 12 months ended 31 March
2006 rose to a record high of HK$3,592,741,000 (2004/
05: HK$2,563,190,000), while profit attributable to
equity holders reached HK$186,379,000 (2004/05:
HK$146,573,000), representing an increase of 40% and
27% respectively.

Some of the principal reasons for the impressive
performance were as follows:

- Continued strong demand for computer and
office automation products. As the Group is
normally the sole supplier for the particular projects
confirmed with customers, any increase in demand
of our customers’ products will be mostly reflected
as increase in the business of the Group;

- Shipment of new products (including colour laser
printers, digital photo printers and multifunctional
fax machines) has commenced by the last quarter
of the last financial period. The momentum
continued in the current reporting period,
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Chairman’s Statement xE#%

- Under the Group'’s versatile “Total Transparent Cost

Plus Pricing Model” (2004/05 Interim report,
P. 24) most of the raw materials by value other
than steel plates are sourced through the
customers or through suppliers designated by
the customers. A rise in raw material price has
only a marginal impact on our bottom line.

One Billion Reasons to Celebrate

For the year ended 31 March 2006, the Group added
HK$1,029,551,000 in turnover. How did we achieve such
outstanding results under such difficult business
environment?

— RESEZE0N[2FERHKANHE
BERA| (ZZTN /" THFEFTH
XEF_TME) - BRERS - KB
PEMERHEFEERBXAEA
FEFEEHEEMAREMS  RHRBE
BREAREHEETRENTE -

TRESAZENEH

BE-EEANEZA=+—-HZEE—%
B EEEXEBELAHT1,029,551,000%
T RERMOAAINETERHEN L EIRE
TEVS I S MR AR e ?

Basketball game with a customer: one of our most valuable assets in our long-

term relationship with customers. )
HEPHWENRREE AP REARERME+T —BHEEAE

- Firstly we have to thank for the support from our
customers, suppliers and bankers. Your support
has been translated to Our Momentum (main
theme of our 25th Anniversary);

- Secondly we have to salute to our colleagues for
their heartfelt dedication. While we are far from
perfect, our colleagues’ relentless quest for
continuously improving and enhancing
performance has built up a snowball effect in
improving the operating efficiency of the Group.
For the benefits of those not versed in
manufacturing, the trick in running a factory is not

Karrie International Holdings Limited

- BAERM2RHIEF HEBRRT
MXFF - BROXE T REBLERS
[ BNBH] (CTHBEFEE)
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ERBERREFTEARB2EENER
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TERE-HIREBEFBIR - LR
WAERBFHETERENNRE &



the implementation of revolutionary changes every
year. Incremental improvement, however trivial, will
slowly do the job. Our motto is detailed planning,
thorough execution and learning from mistakes.
Every small improvement in even minor assignments
would add up to significant savings/increase in
production efficiency that would put us ahead of
the competitors. Some examples of such superb
management skills:

M —# — A A R AR -
MEENREHERAFTE - BEH
T RUCHERTEE - M —HAMA
15 B HAEHHNNE R AR EK
B/RIPEERESERBPERR - K
EME - LA R
FE - MEELEEEND FLLLE
2 Bl

Services delivered by air: Francis, Raymond, Henry flew a combined of more than 350,000 miles in

2005/06 to serve our customers.

B at# : Francis, Raymond & Henry# 2005/06F & £ 7K 17 4B 18350,000" & & F 12 AR 15

a. operating efficiency ratio: inventory
turnover ratio improved by 46% to 39
days (2004/05: 72 days);

b. even with the commencement of the
construction of the Yu Quan Plant, return
on fixed asset rose by 8% to 66% (2004/
05: 61%).

To let you understand the challenges and dilemma we
were facing at the beginning of the financial year in
managing another year of explosive business expansion,
we would elaborate the underlying philosophy and actions
taken on how Team Karrie dealt with three major areas of
conflicting requirements in a simplified manners. (The Three
Equilibriums, P. 18 to P. 38, 2004/05 Annual Report)

a. HEE¥HRLR: FEREXRY
E46%EIVR (ZZEW T
BEEE 72X)

b. RAITRBEMKERE  BE
TEERRENTLABRE
66%(—ZEWM EBHEE :
61%) °

AT EITER B AR AR B B R R B A
T ¥ 2 7= 3R I8 R P  OR A & Dk B B
ME - BPEAAEENTAEHEIEN
B AR -IEREZNTERETNE
KEEBERERES - ([ZXFEIRR=
ZZTN/EREFFRETNE=+/RH)



The turnover of the Group grew from HK$661,887,000 in
1999/2000 to HK$3,592,741,000 in this financial year. A
rapidly expanding business always face the dilemma of

- The risk of not investing enough to accommodate
customers’ requirements vs

- The risk of investing too much and hence laying
down the seeds of troubles for the future

Our professional management team has stricken the right
balance of such conflicting requirements. For example,

- Despite the 40% increase in turnover, we were
able to control the rate of increase in the
distribution and selling expenses & general and
administrative expenses at 2% and 13%
respectively;

- Capital expenditure (“Capex”) spending
(including both the construction of Phase 1 of
the Yu Quan Plant and other items), only
slightly exceeded our original budget of
HK$90,000,000. It was easily funded through
retained profit in line with the Group’s prudent
policy of not borrowing money to finance
Capex. (Please refer to P. 37-43 on Financial
Resources)
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Shareholders clamouring for a rate of increase of dividend
in line with the 27% increase in profit should note that
since 2001, we have paid out a total HK$451,382,000 in
dividend to our shareholders or around 86% of the
shareholders’ fund as at 31 March 2006. How many other
listed companies in Hong Kong are able to match our
record?

With the commencement of construction of the huge Yu
Quan Plant, a new Capex cycle has begun. Naturally we
have to be a little bit cautious in raising the dividend
payout.

Let’s sum up the dilemma we faced in the beginning of
the financial year:

- One of the key features in our business model is
the granting of credit to our blue chips customers
instead of receiving letters of credits. Thus in a period
of rising turnover we would need bank borrowings
to finance the working capital requirement;

- At the beginning of the financial year we projected
a turnover growth of around 30%. Additional bank
borrowings to fund working capital would push up
the net gearing of the Group, which had already
surged to 56% as at 31 March 2005;

- Funding for capex and the dividend would leave
little room from the retained profit front.

BREMIEREESKREZRZMNEAT
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So Team Karrie

- Firstly, we adopted a pragmatic approach in a
capex budget for 2005/06 of HK$90,000,000
only. We are building factories, not palace;

- Secondly, we only modestly raised the dividend
level, enough to show our confidence in our
prospect but still leaving some cushion behind
in order to keep funds for future development
(Please refer to P22-23 on Dividend and
Dividend Policy);

- Thirdly, we initiated a vigorous working capital
management program. The result of this
program was beyond our expectation as the
cash cycle shortened from 79 days in 2004/05
to 51 days in 2005/06. The shorter cash cycle
lead to the reduction of bank borrowings and
shore up our confidence in managing funds in
times of growth. By eliminating this dilemma,
we are also more receptive to pay a higher
dividend to share the wealth created with our
shareholders in due course.

HREMEBEMS -

N

B RMRNESRENER B
FENRIBMAIELEE H-FFH
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Cash Cycle

HeBAEH
No. of Days B & 2003/04 2004/05 2005/06
A. Inventory Turnover FEBEH 42 72 39
B. Debtors Turnover JrE A 38 &% R 63 80 61
C. Creditors Turnover JE {5 bR 48 & HR 56 73 49
Cash Cycle* I8 & 8 & 5 49 79 51

*A+B-C



As the sole supplier of the customers for particular projects
confirmed, we have no option but to comply with their
request for building up a just in time (“JIT") finished goods
inventory and raw materials for future production. This
could raise the risk profile of the group should the economy
tank (this is the asset side of the problem in contrast with
the liability side problem in the balance sheet). As at 31
March 2005, inventory value surged to HK$440,013,000

EREFPHERIEE 2H—HER - &M
EEEMAEIBEREMOMNERRARTE -
BREMETEIRE] KM R BEEEER
MIELEE  WELSBELRPER  BME
EXMEREESeERBIEEEBERL
ZEERR  BRRAGERR) - #HEZZT
THEZAZ=Z+—HIt FERBHE
440,013,000 T (Htk — =T MWF = A

Sl

(as compared to 31 March 2004, the absolute amount of + — H F- 18 & 273,539,000/ JT -
increase was HK$273,539,000 or 164%). 164%) o
Inventory Value To Turnover
FEHEEELH

(HK$ million) (BEB®BT) 2003/04 2004/05 2005/06
Turnover EER 1,693 2,563 3,593
Inventory FE 166 440 340
Inventory to Turnover (Times) 175 812 =81 ) (£3) 10 6 11

To reduce if not eliminate such risk, we re-organize
our production setup to reduce production lead-time,
practice JIT inventory system with our suppliers and
closely monitor the JIT inventory warehouse with
customers to keep a smooth production flow. The
result speaks for itself as inventory declined by 23%
as compared to a 40% increase in turnover.

We have enhanced our processes to manage inventory
levels and to analyse and evaluate the nature and
extent of inventory provision required. In this
connection a write-back of provision for slow moving
and obsolete inventory of approximately
HK$18,157,000 was made during the year.

The Directors have recommended a final dividend of
HK13 cents per share to shareholders whose names
appear on the Register of members of the Company
on 4 August 2006. Subjected to the approval of the
shareholders, the Directors also propose the payment
of a special dividend of HK3 cents per share (2004/
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05: Nil) to commemorate the 25th anniversary of the
Group. Together with the interim dividend of HK9
cents per share, total dividends for the year amounts
to HK25 cents per share. The final dividend and special
dividend will be payable on or about 17 August 2006.

Barring any unforeseeable change,

- We will adhere to our existing policy of paying
out 50% or more of the profit attributable to
shareholders as dividend and

- We will maintain our pledge to our shareholders
made in 2003/04 (2003/04 Annual Report P. 35
and the 3 general criteria on possible changes
in dividend policy) that should the Directors
decide to change the existing dividend policy,
we would provide an advance notice in the
immediate preceding interim or annual result
announcements.
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Dividend Paid/Payable per Share
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Yu Quan Phase 1: the photo captured only around 60% of the Yu Quan Site.
ERE— B RBRRFABETERREELEEBEZ60%TH

In August 2004, the Group purchased the Yu Quan site at
Fenggang Town of Dongguan City, Guangdong Province,
China at around RMB14,000,000. With continuous
expansion of Group’s business in the past few years, the
Directors carefully reviewed the business prospect of every
customer and came to the conclusion that the Group has
to prepare itself for the next phase of growth.

The enormous Yu Quan site is the ideal solution as it
can cater for the expansion needs of the Group for
the next 5 to 7 years. The site area is approximately
210,000 square metres, much bigger than the
combined site areas of the two existing plants in
Yantien and Fenggang of around 89,000 square
metres.
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Chairman’s Statement xE#&H%

Construction of Phase 1 is nearly completed. It is expected
that initial production can be started as early as September
2006. The 5 buildings comprising the first phase of the Yu
Quan Plant include a plastic injection moulding shop, an
assembly lines building, a dormitory, a warehouse and a
power plant with a site area of around 34,300 square
metres.

el |'P'I1I'tl.

Top out ceremony on 24 March 2006: “A Thousand —
Mile Journey Starts with A First Step”
200653 H24A BT 2 HIAHEN - [TEZ1T - taRET)

When Phase 1 becomes fully operational, it is expected
that the overall production capacity will be raised by around
15%.

We may be a boring Manufacturer but we are proud
of it

Until recently we are still sometimes mistaken to be a
properties company. Fortunately, the market gradually takes
notice of this small but energetic outfit.
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IR Magazine Award

In November 2005, institutional investors and research
analysts voted the Group as the first runner-up in the
Grand Prix for Best Overall Investor Relationships in
Hong Kong - Small/Mid-Cap category (market cap
under US$1 billion) in a poll organized by IR Magazine
of the United Kingdom. This is a remarkable achievement
given the fact that the champion and the second runner-
up are companies two times larger than the Group in
terms of market capitalization. Besides, small caps industrial
in Hong Kong were not exactly darlings of the market as
compared with retail stocks in the past year.

The Group was also ranked as among the top ten in the
Best Annual Report and other Corporate Literatures
Category in the same poll along with 9 other blue
chips companies from Hong Kong and Taiwan. Can
you believe that a company of a fraction of the size of the
blue chips giants can achieve so much?
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Karrie International Holdings Ltd produced a report that was very shareholder-oriented.
It showed that the company was fully aware of its problems and had a good
understanding of anything possibly going wrong. The reader felt like an honoured
guest invited into the company parlour to hear management set out what they had
been doing with the assets entrusted to them and how they intended to proceed.

BN S BIIERE B 0PI P B RO B %

BENRE EEMARICNZINESRREFINRGE, MELZRE AL MR
PEFINMERREERIENE S B RMMARKNFERGTES -



Karrie was again honoured in the prestigious Asiamoney
Poll for the third consecutive year. In 2003 and 2004,
Karrie was voted by institutional investors and analysts as
one of the Best-managed Companies in Hong Kong. It
appeared that championship was always beyond our reach
as in the 2004 Poll, the Group was only the first runners-
up in both the Overall Regional Best-managed Companies
(Small Cap Category) and the Overall Best Companies for
Corporate Governance in Hong Kong.

SEREZFBE=—FRIEMNEE T
(Asiamoney Magazine) i& 5 Fh JE S HEFF -
RZZEZ=ZR_ZTTMF  BEREER
DM EBEDREBEEEEREAREBTERERA
Z— HUTEAETEE EELEEME
o R_TETNFEERS  SEHRE
SIEEEREAA] (PRGEER) RIEER
ELEERARRIEF_F -

The only small cap making its way in the honour list of the

Asiamoney Poll for the past three years

EERME - EMEE-—FEIDMNEEMT T2 NEEE

Blessed with your support, we finally won the highest
honour in the Best-managed Companies in Hong Kong
(Small Cap Category) in the Asiamoney Poll 2005.

We just want to say again: thank you!
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Would you join our 50th anniversary celebration?

T —FARERRMNA HAFRR ?

25 years is a very long period of time: seedlings turn into
big trees, babies grow into adults. Similarly despite the
various ups and downs in the past two decades, Karrie
Group transforms itself from a family run small factory
of less than 50 persons in its payroll and occupying
roughly 200 square metres into a listed company
employing thousands of workers and with plants
occupying production areas of over 210,000 square
metres.

On 21 October 2005, the Group hosted a banquet
celebrating its 25th anniversary with enthusiastic
participation by numerous customers, government officials,
suppliers, bankers and, perhaps the most important of all,
our colleagues. Without the persistent efforts of these
unsung heroes the Group will not be able to have another
record breaking year.
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The Group pioneered this novel and unique concept
of direct interface with individual investors through
its quarterly “tea-break with individual investors”
program. The next “tea-break” will be held on 22 July
2006 at Ching Room, 4/F, Sheraton Hotel, 20 Nathan Road,
Tsim Sha Tsui. As part of the Group’s social responsibility
program participants will be asked to donate HK$50 directly
to charity and we will match the donation dollar for dollar
(not exceeding the cap of HK$10,000). For those who are
willing to donate HK$100 or more, we will:

'
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You need a lot of moral courage to continue to arrange 'tea-break with individual investors’

MEERERANKES AIFEMRITEHEAKREE XK

- ask the relevant charity to issue a receipt for tax
purpose on a best effort basis; and

- confirm seats availability for those top 20 donors
without the need of going through the procedure
of drawing lots (if required).

Please go directly to our website www.karrie.com.hk to
download the application form or call Ms. vy Wai at 2437-
6835 during office hour for enquiries. Because of the
limited seats available, participation in the “tea-break” is
strictly by confirmed registration only.
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Other than normal operating and financial risks arising
out of ordinary course of business, the following factors
deserve special attention.

RMB Appreciation

As our production base is in China, an appreciation of the
RMB will definitely have an adverse impact on the Group’s
performance:

- The impact is mostly limited to the overhead portion
as under the Group’s business model, most of the
materials (other than steel) are either purchased
through the customers or designated vendors (Please
refer to the appendix 1 on P.52-54);

- For 2005/06, RMB payments represented less
than 10% of our total cost of sales;

- As most of the Group’s competitors are also based
in China, in theory over the long run, we could
raise price to cover the increase in costs provided
that the customers stick to their present sourcing
pattern. Because of the special nature of our
industry there are still formidable advantages
of having the production based in China. Some
customers need strong logistic support while
others may require just-in-time (“JIT") inventory
system to ensure speedy products delivery. In
fact, even our bulky products such as computer
servers are sometimes requested by some
customers to be delivered by airfreight
shipment. We are confident that our customers
would not make drastic changes in the business
pattern in the foreseeable future.

RABLEBRRET  BRT —REERYHK
REZIESN  HELATERFMEER
ARKIEE

AREBAEEEMURBEA - Btk EE A
REAE SE2FXERBULASZIE
HEZ :

- 2REEZELEN  ARAENHZ
R (ERBRIN AR E P REETE
HEmmiEH (F2HFA T 250
TR ZHE—) A2 E—
MARABBRREER L

- RZZEZR /" TERFEFH  EAAR
BEEHNEABELEREENETDIR
10% ;

- BEREEARFDZBEFHTFZILEER
WRERRFE EwRLREMS £
REPNERBIE 2 HKBEAN - 18
EAKEG —WMATF ZRINE - A
AR LT - TERBXRTHEA
BIRHERS - BOFEFHIFREAN
VRARGRE BRI LE] -
LEHREXENEN -SEL - #
REmAWNFAERE  FFEFHEX

ZEXE ERUERT  HEEFY
KREFNABRRIDBEEENNSE
2 BZMAGLEFRARKRTE
HEEEAFLERNESR -



Electricity Supply

We do not expect material improvements in respect of
electricity supply, as we still need to use our own
electricity generators for around two days a week.
However,

- The Group has sufficient alternative electricity
supply to ensure uninterrupted production;

- The Group has no difficulty in securing supply of
fuel; and

- While the cost of generating own electricity is much
more expensive, the overall impact on the Group's
performance is not material. Electricity charges
represented less than 2% of the total cost of
sales of the Group.

Labor

The impact is mainly twofold: availability and cost

1. On the availability front, our labour turnover
ratio is consistent with the historical pattern.
We have no troubles in filling up vacancies as

- We have a sterling reputation in the local
community;

- The capital intensive nature of the business
requires far less workers than other light
industries;

- The heavy-duty nature of some parts of the
operation like metal stamping requires a
substantial number of male workers.
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2. Rising labour cost does present serious threat to
our future performance. However, in the short-
term, the impact is relatively small as the
increase of the minimum wages in the
Dongguan areas in mid 2006 should represent
less than 0.1% of our total cost of sales.

Middle Management

It would be simple if spending more on Capex can solve
all our production problems. Because of the engineering
and service nature of our business, we need more
engineers, procurement officers, production planning
experts, assistant marketing managers, cost
accountant and so on to cater for increasing complex
demands of the customers. Recruitment is not the
panacea as new staff takes time to warm up and to be
assimilated into our unique corporate culture.

Hence we have made staff training as our number
one priority in the current year. If we can spend tens
of millions dollars in fixed assets, why can’t we spend
more on the most valuable assets of the Group? Other
than in-house programs, we have seek the assistance of
experts in retaining the services of Hong Kong Polytechnic
University to implement a series of training sessions. (Please
also refer to P.46 on Employment and Remuneration
Policies)

Steel Price

While our unique business model shields us from the pitfalls
of the fluctuating raw material price, steel is an exception
for historical reason, we are responsible for the
procurement. Fortunately the cost of steel represented
less than 5% of the total cost of sales.
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The Metal & Plastic Business grew by 22% to
HK$1,431,428,000 (2004/05: HK$1,172,806,000) on
account of strong demand for the shipment for computer
server casings. The stronger than expected shipment in
the second half of the financial year has raised hope for a
sustained improvement in this sector.

Similarly the EMS business was performing stronger than
expected. With the commencement of shipment of new
products such as colour laser printers, digital photo printers
and multi-functional fax machines, turnover was pushed
up by 55% to HK$2,161,313,000 (2004/05:
HK$1,390,384,000). However, due to the low gross profit
margin of these business, profit attributed from this division
of HK$52,122,000 (2004/05: HK$45,157,000) was still
much less than the Metal & Plastic division of
HK$161,917,000 (2004/05: HK$121,262,000).

Asia (excluding Japan) was still the largest market of the
Group with HK$1,494,003,000 in turnover (2004/05:
HK$1,096,507,000). Western Europe again came as a close
second with HK$1,255,390,000 (2004/05:
HK$808,937,000) while direct shipment to North America
represented only 17% (2004/05: 17%) or HK$600,095,000
in turnover (2004/05: HK$429,867,000). The shipment
pattern of the Group continues to adhere to our usual
practice of geographical diversification.
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In June 2005, we forecasted that turnover for 2005/
06 would reach around HK$3,320,000,000 (P.41,
2004/05 Annual Report);

- But to our surprise (Please refer to P.15, 2003/
04 Annual Report Point 2 on the relative low
short term business visibility of the business
model), business was better than expected.
This higher than expected turnover
HK$3,592,741,000 for the current financial
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year has substantially raised the denominator
in the projected growth rate for 2006/07,

- In addition, in early 2006 unfavourable result — IR T NFUHER=
announcements and corporate re-structuring BT B HP—LE
of some of our major customers had rendered ERPRMARMEENERR
us less than optimistic about future TESEEMNHEETLE  5|HRK
performance in our assessment of the future; PERED T BENMGE

Laying the foundation for future take off

Turnover (HK$ million)
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As a result, twice we revised downward the sales
forecast for 2006/07 from a growth rate target of
10% to 5% only in Interim Results Announcement
(November 2005) and from that again to a decline
of 10% in the Third Quarterly Results announcement
(March 2006);

However, recent result announcements of two
of our major customers were more encouraging.
As a result, we are revising upward from the
negative 10% as projected in March to zero
growth for 2006/07 as compared to the turnover
of 2005/06. Performance in the second half of
the current financial year would be able to
reflect such trend despite a slow first half;

The shipment pattern of Metal & Plastic Business
and the EMS Business would remain roughly
the same in the proportion of 40:60;

As most the of the Group’s products are sold to the
corporate market rather than the consumer markets,
we are not worried about the impact of possible
slowdown in consumer spending in the USA. Instead
we are optimistic that the strong cash flow position
of big corporations provides strong ammunition for
the next phase of information related capex spending
cycle to replace their outdated equipments;

Capex budget for 2006/07 is around
HK$70,000,000 (2005/06 actual: HK$92,059,000),
mainly for completing the construction of Phase
1 of the Yu Quan Plant and the purchase of
machineries. Decision on the construction of Phase
2 will be made in early 2007. If all conditions remain
the same, a delay in the construction of Phase 2
would actually strengthen the cash flow of the
Group and hence its dividend payment ability. But
no decision has yet been made at the moment;
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The unaudited turnover of the Group for the
two months ended 31 May 2006 was
HK$455,600,000 (2005/06: HK$510,000,000). As
the unaudited turnover for those two months may
not represent the final results for the year ended 31
March 2007, investors and shareholders are advised
to exercise extreme caution when dealing with the
shares of the Company;

Since 1999/2000, the Group added a total of
HK$2,930,854,000 in turnover in six years. While
the number may be impressive, we are convinced
the pressures have built up all along the
production chain. For the interests of all
stakeholders, we must temporarily slow down
to consolidate in order to tackle the challenges
for 2006/07. In the long term, we remain
optimistic given the strength of our business
model, the high level of corporate governance
and our dedicated professional management
team. The new engines of growth will be either
one or more of the followings:

- server casings
- color laser printers
- system integration business
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Like our bankers, we were not too worried about the
increase in net gearing per se. When most OEM
manufacturers sell their goods to overseas customers under
letter of credits, the Group historically sells goods on open
account terms because of superb credibility of our blue
chips customers.

- Thus in a rapidly rising turnover situation, the Group
needs bank borrowings to finance the rising account
receivables (assuming inventory will be financed by
suppliers credit).

- However, to put the Group’s financial situation in
the right perspective, we have to put the Group’s
situation same as its peer group.

a. That is assuming the Group needs only to
finance 15 days of credit (instead of 60 days
credit period).

b. This can be achieved if the Group sells its
accounts receivables to banks in a process
called factoring on a non-recourse basis
(normally banks or factoring house will
advance 80% of the receivables initially
and pay the rest on final receipt from the
ultimate customers). As at 31 March 2006,
the account receivables was
HK$605,098,000 while net bank
borrowings was only HK$111,576,000,
meaning that the bank borrowings of the
Group could easily be repaid.
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Hypothetical Factoring of Trade Receivables

BREZEWRUXRZIHBALAER

(As at 31 March)
(BE=ZA=+—81)

HK$'000 FETT 2004 2005 2006
Trade Receivables B 5 E Wk 291,743 560,081 605,098
80% of Trade Receivables BEKSO%ZE 5

in a Hypothetical JE W LA B ZE A

Factoring Process BEKER 233,394 448,065 484,078
Actual Net Bank Borrowings ERFETEE 6,287 233,630 111,576

* Based on the assumption that factoring house will agree to factor the existing trade receivables

*EEERMRBBREARZRATNABASE 2L ZEIIRFERE

C. From this angle, the Group’s financial situation
is much stronger than expected and the
nominal net gearing ratio should not be the
sole criteria in judging the financial health of
the Group.

Still the rising interest cost is a matter of concern. So we
have taken a group-wide effort to improve the cash cycle.
The result is a net cash inflow from operating
activities of HK$287,236,000 as compared to last year’s
net cash outflow from operating activities of
HK$87,955,000 despite a 40% increase in turnover.
Net Gearing Ratio and Net Bank Borrowings fell to
21% and HK$111,576,000 respectively (31 March 2005:
56% and HK$233,630,000).

The Non-current assets to Shareholders’ Fund Ratio stayed
at a healthy 53% (2004/05: 58%). This means the Group is
using long term shareholders fund to finance non-current
assets like plants and machinery. The sole purpose of the
existing bank borrowings is the financing of working capital
(or more specifically, the accounts receivables).
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In theory, if the Group’s business suffered a minor BRL NMEKEZEERABIIRHR

setback, then the decrease in working capital i ERRBESERTHR BRRDHE
requirements would reduce the bank borrowings EIEZ 1% EHSREEBITEEN
requirements, assuming no deterioration in current ER-KEELEEATEBEHEEEDR
assets quality. The inherent beauty of this self- BHHHEE > RERMABRREBMEONESP
adjusting mechanism of our business model is one of —EHEFEXHE

the key pillars of our confidence of the future of the

Group.

Financing Options

MESR

Dividend Capex Working Capital
8= EE&EERE REBES

Debt f§& Equity BRA A =X

. .

1. Bank Financing $R1TE X Scrip Dividend LARSH 8.
Dividend % &

2. Factoring 328438
Placement #tA&

Warrants sRH% 5
Convertible Bonds A] #f& & 5

> W =

Bank Borrowings

RITEE
Three Principles =KEA
1. Profit Attributable to Shareholders + 1. RREMERN + TE = BF
Depreciation = Capex + Dividend BEEE + KA
2. Non-Current Assets to Shareholders Fund 2. EREBEEHREES L E<

Ratio <1

3. Interest Coverage > 5 3. FEHEESS
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Financing Capex by Profit

LBFAERBEEEREZESRR

HK$ million BHEBT 99/00  00/01  01/02  02/03 03/04 04/05 05/06
Profit After Tax B 1 12 i A 20 26 78 120 90 147 186
Depreciation e 32 39 34 32 34 38 50
52 65 112 152 124 185 236
Less: R
CAPEX BEEEKRE 57 65 15 24 59 62 92
Dividend % & 16 42% 113* 92* 82 86 103*
(Deficit )/Surplus (BR) /B 1) (42) (16) 36 (17) 37 41
(Net Bank Borrowings)/  (FIE{TEE)
Net Cash FIRe (23) (51) 64 34 (6) (234) (112)
(Net Gearing Ratio)/ CERITEELLR)
Net Cash Ratio SORBEAEER (7% (16%)  18% 9% (1%)  (56%) (21%)
* Including special dividend 8 1&#F 5% &
For 2006/07, the financing task will be much easier than —EE ﬁ/itﬁfmwﬂﬁﬁﬁﬁ_fzﬂi@

the last financial year because

- the Capex expenditure is much lower than the last —
financial year (HK$70,000,000 budgeted for 2006/
07 vs actual HK$92,059,000 for 2005/06);

- The projected zero growth in turnover was lower —
than that of 40% in the last financial year;

- Also from the experience of last year, even with a —
higher turnover growth rate, a vigorous working
capital management program would moderate the
burden on cash flow resulted from financing
receivables and inventories.
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As such, we expect the net gearing ratio will stay at a
level below 30%. We are also following our house
rule of using our profit after tax to finance “capital
items” like:

- Dividend
- Capex

As a prudent manufacturer, we never entertain the idea
of borrowing money to finance Capex, as this would expose
the Group to danger should the economy take a sudden
turn.

The Directors are confident that with the cash
holdings of HK$323,466,000 and banking facilities of
HK$1,058,000,000, the Group is able to meet its
current operational and capital expenditure
requirements.

As at 31 March 2006, part of the Group's banking facilities
were secured by mortgages over certain of the Group's
land and buildings in the mainland China with a net book
value of approximately HK$7,204,000 (2004/05:
HK$9,979,000).

Most of the Group’s assets, liabilities and transactions are
denominated either in Hong Kong dollar, US dollar or
Renminbi. As the exchange rate of the Hong Kong dollar
and US dollar were relatively stable during the period, the
Group was not exposed to material exchange risk at the
moment. As to the Renminbi, the Group always maintains
a surplus of assets over liabilities in that currency. (Please
refer to “Risk Management” in P. 31)
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As a responsible corporate citizen, we continue to promote
social responsibility programs. In May 2005, our colleagues
in Hong Kong formed a new volunteer group for charitable
works focusing on the elderly, children and education as
part of our effort for the welfare of the society. The Group
was awarded the “Caring Company” logo by the Hong
Kong Council of Social Services in February 2006.

Donation to the Hong Kong Polytechnic
University: Part of the commemoration-
program for 25th anniversary
?E%;%%ﬁiké CEMAKN T REF
/

We participated in a special project in providing a 6-months
on the job and entrepreneurship training program for 15 youths
from the St. Christopher’s Home. This program included the
sponsorship of a retail stall in the Lunar New Year Fair. The
practical experience in running a business would help the youths
in preparing for their eventual entry to the society. In addition
to financial support, we also provided venue for training and
assigned our colleagues to act as instructors.
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Caring Company: We try hard to live by this name
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Chairman’s Statement xE#&H%

Donation

We also made donation to The Evangelical Lutheran Church
of Hong Kong in financing a one-year medical check-up
program for the needy elderly and provided financial
assistance for festival celebration. The active participation
of our volunteer group has provided some happy moments
for senior citizens.
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Social responsibility programs: giving our staff other ways to find the values of life
HERmEE  BEEIREMBERSALERSR

Education

To support Hong Kong Baptist University for the training of
directors and to promote corporate governance, we set up
scholarship for the Master Degree in Science of Corporate
Governance and Directorship. We also donated money to the
Hong Kong Polytechnic University for its Faculty of Industrial
and System Engineering. We hope our modest contribution
would help to train up more talent in the industry.
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Since 2001, some of our staffs initiated to provide
assistance to help those students from poor and far away
rural districts. The Group supported such program
enthusiastically. In July 2005, we organized a summer camp
for these students so that they could meet with their
sponsors and gain experiences.

Actually most of our colleagues welcome a period of
consolidation after years of double-digit growth. They
need a “rest” and do some housekeeping matters.
New recruits have to be indoctrinated into our unique
“nothing is impossible” culture. Besides, our long-
serving colleagues would have to learn new skills to
accommodate the increasingly tough demands of our
customer, as such we implemented a comprehensive
training and talent development program:

A. Senior Management

- We have arranged with the Hong Kong
Polytechnic University and other training
professionals to organize a series of training
sessions of team building and other training
sessions;

- We have organized internal training sessions
with senior management staff sharing their
managerial experience with our colleagues.
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B.

No star, but only Team Karrie

RERE - RARMNEK

Mid/Low Management

- Training for back up personnel and job re-

location program to reduce the impact of
drain of mid/low management;

- Promoting the “mentor program for the elite”

with the senior managers personally taking
the lead in training for those with strong
potentials.
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Selfless sharing of the secrets of management: do you want B EmRE - BEREDOITAE

a copy of these management tricks not covered by

professors?
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BMEMERKEE?

C. New Recruits

- Continuing the “graduate training program”
in view of the success of last year;

- Planning joint research program with
universities through sponsoring engineers
participating in system and products
development. We will also provide financial

support for engineers studying for master Discussion forum for frontline workers: learning
degree to speed up products design, from mEtakiﬁ* o g
development and analytical ability. RIRABERIE : LR R E
D.  Frontline Workers D. BIRIA
- Through discussion of actual examples in - BREflER RBRAEBIHRERT
seminar with workers to promote the ELEMEH

awareness of quality and safety;

- Introducing ‘all round training’ scheme to — LRI 7|§ g mMRAEBT
ensure workers can be easily shift to other MR LGEE S -
departments as replacement.
As at 31 March 2006, the Group employed approximately @Z?: EERFZA=+—HEERBER
7,000 employees during the period. H2E B 847,000 %
The standard 13th month pay was abolished in 2002. A RZZEZ_FHOEEAEME+=1A %
new performance based bonus system and a more objective ® MR ZHEEERBEHINES G K
system of performance evaluation were introduced. REBHNRENE  AHEXREREHETA
Employees with superior performance now received higher FEBHUAHETERAEMNES o

bonus when compared with that under the previous system.
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With the shortage of mid-level management in the local
employment market, the Group follows the general trend in
using a softer, gentler approach. Besides, this has the added
benefit of creating a better environment for better productivity:

- Due to the limitation of the manufacturing nature
of business, we are still moving toward full
application of alternate weeks of attendance;

- Organizing welcoming session to newcomers to
ensure these new employees settling down as soon
as possible;

- Organizing social activities after office hours like
ball games and variety shows so that employees
would be able to relax and enjoy good health;

- Designing various incentive schemes for staff and
departments with superior performance;

- Staging various campaigns like ‘smiling faces’ and
‘heartfelt dedication in all details’ to promote a new
corporate culture;

After all our staff are our greatest assets. Today corporate
supremacy is determined not by the quality of
machines, but by the quality of staff. We want them
to be in their best positions in the interest of the long-
term benefits to our shareholders.
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Last year the Group celebrated its 25 years in business. |
have always been asked on the secret of our success. Yes,
we are still far from perfect. But if you really need one
single most important fact explaining the rise of the Group
from having a turnover of HK$661,887,000 in 1999/2000
to HK$3,592,741,000, then | would say that it is our
heartfelt dedication in all details.

A manufacturing company is not a parade of
machines. It is an organization of people. So long as
our colleagues are doing their job with their hearts, then
we will be able to make incremental improvements,
however small. From the macro prospect of the Company,
such incremental improvements would be reflected in the
confidence/satisfaction of the customers. This in turn would
be translated into our competitive edges. And it is such
spirit leading us to complete the “thousand mile journey”.

I would like to thank our customers, suppliers, bankers,
shareholders and others who have extended their invaluable
support to the Group, and my fellow Directors, managers
and all staff for their considerable contributions to the
Group.

HO CHEUK FAI
Chairman
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Special Characteristics of Our Business Model

A Hypothetical Example (Simplified

and

generalized for -easy

understanding)
1. Quotation Phase

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

2. 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.

3. 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.

4. Shipment Phase

Customer A finalizes and revises
the final shipment schedule;
We start manufacturing and
ship goods to just-in-time (JIT)
inventory warehouses.

5. Sales Recognition and Payment

Customer A takes goods from
JIT warehouses;

We get paid after the normal
credit period (generally 60
days).
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Chairman’s Statement xE#&H%

APPENDIX 1 (Cont'd)

Special Characteristics of Our Business Model (Cont’d)

As the related engineering works have largely been
completed and in most cases the Group is the sole supplier
for the confirmed project, our problem is therefore one of
production, and not of marketing (2003/04 Annual Report,
P.26).
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Special Characteristics of Our Business Model

Some or all of the following characteristics apply in our
dealing with customers. Such characteristics have been
generalized/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 (EDI) or a combination of the above
methods.

3. Usually we are the sole supplier 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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Chairman’s Statement xE#&H%

APPENDIX 2 B 8% —

Corporate Governance TEER

1. Establishment of an Executive Committee to improve 1. KYBITZESMRARHE - £EH
decision-making efficiency. The Group is now being BREEXH - HEXERABRRE
run on an operational basis by a group of professional
managers;

Stephen Wong#= JE fi§

Production 4 E & IE

Francis KwokZB 7k B

Marketing 11 7

S K LeeZ= 15 3
Accounting &7
Investor Relations 1% & # [ 1%

Ho Cheuk Mingfd £ B8

Policy & Major Decision Making X 7 & B Z X F
Conflicts Resolution T &8 FT 53 1%

Capex & F & X B
Alfred Chow 3 B ## Silvia Chanfg & &
Finance 8175 Personnel & Administration A % J 1
Strategic Planning & Risk Management 7 5 #2 &1 & J7 e & 1 EDP ZEfS &l &
Investor Relations & & & < Internal Audit A &8 & &

Chairman Ho: One of the principal duties of an entrepreneur is to build up a professional management team
MEF: —HECEXERARFT " BHEEEZNBERZACERVEXEEBK
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Corporate Governance (Cont’d)

2. 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.

3. Clearly defined dividend policy of payment of 50% or
more of the profit attributable to shareholders;

4. Clearly defined ROE objective of 20%;

5. Clearly defined future turnover targets;

6. Announcing quarterly results;

7. Increasing the number of audit committee meetings
to 4 times a year,

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

9. Willingness to share wealth created with all
shareholders through dividend. Since 2000/01, the
Group’s accumulated dividends paid/payable is around
HK$517,064,000 or around 98% of the shareholders’
fund.
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Dividend and Dividend Policy:
RERBREBX :
An unbroken 9 years record of dividend payment
9F BRIk B 1 5K [
Group’s policy to distribute 50% or more of its profits attributable to shareholders as dividend

SEREEREBRERRREMLERS0%H U LAEIRS

All dividend paid shown below is in HK cents per share

THERKEZREZUEBUFTE

Interim Final Special Dividend
Interim  Final Subtotal Special Special  Subtotal  Total Payout Ratio
b M RIRE RE
E KH Pt BRARE  BEIRE pEt A i di S

(Excluding)* (Including)*
(FBEER)* (BREER)*

1997/98 Nil f& 1.00 1.00 Nil f& Nil & Nil & 1.00 13% N/A A iE
1998/99 2.00 2.00 4.00 Nil & Nil & Nil & 4.00 58% N/A R & A
1999/00 2.20 2.20 4.40 Nil & Nil & Nil & 4.40 77% N/A R & A
2000/01 1.10 3.80 4.90 Nil f& 6.20 6.20 11.10 69% 156%
2001/02 5.00 590  10.90 5.00 14.10 19.10  30.00 50% 138%
2002/03 8.00 11.00 19.00 Nil f& 5.00 5.00 24.00 60% 75%
2003/04 8.00 12.00  20.00 Nil & Nil & Nil &  20.00 87% N/A R &
2004/05 8.50 1250  21.00 Nil & Nil & Nil &  21.00 58% N/A R &
2005/06 9.00 13.00 22.00 Nil f& 3.00 3.00 25.00 48% 55%
Remarks: * Excluding special dividend #Including special dividend

B CTEERIKES BRI BB



Inventory & Debtor Turnover

FE R FEWIREE
No. of days HE ;
y A Inventory Turnover 77 & B HA
100 N Debtor Turnover [& Y iR 8 42 HA
90 —
80 —
A
70 "
60 —
A
50 (— N
X
40 — PN A
| | | | | | | |
98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06

(no. of days) (H £0) 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06

Inventory Turnover

Tr i E 5 55 96 67 48 39 42 72 39
Debtor Turnover

& U5 i 3 85 R 57 52 65 64 56 63 80 61
Inventory turnover (Base on year end stock value/Cost of Sales) x 365 days GFHEAEY (U FLRFEEHEKE)x 3650
Debtor turnover (Base on year end debtors/Turnover) x 365 days JEY IR 82 (A FASJEUR IR & % 58) x 365H

Inventory Turnover Days 17 & B & i

(no. of days) (H &) 04/05 05/06 Change #1&
Raw Material B #} 33 18 -15
WIP 2 5 6 +1
Finished Goods A & 34 15 -19

Total &5t 72 39 -33




Gross Profit Margin & Net Profit Margin

EMNEREAGFNREDRE
(%) ) ,
30.0 - A— Gross Profit Margin 5% (%)
: Net Profit Margin 4572 (%)
250 F A
A
20.0 - “ A
0 X
15.0 + A A R
A
10.0 -
50+
OO 1 1 1 1 1 1 1 J
97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05* 05/06
(%) 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05* 05/06
Gross Profit Margin 23.3 20.7 24.8 17.0 19.4 15.0 13.7 12.4 10.6
E | &
Net Profit Margin 4.5 4.3 3.1 2.9 6.8 6.9 5.3 5.7 5.2
4 | =&
HK$(million) (& & &T)
Turnover 619 592 662 893 1,156 1,738 1,693 2,563 3,593
S
Profit attributable to
Shareholder 28 25 21 26 78 120 90 147 186
B% =R FE A = A
* Restate

&7



FAQ

BUSINESS

What is so special about Karrie's business model?

- Normally 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 shipment cycle
can run for 18 to 24 months.

- Usually we are the only vendor for a particular
project confirmed. Combined with the 18 to
24 months shipment cycle, we are bestowed
with relatively long-term business visibility.
(2004/05 Annual Report, P. 60)

Would rising cost of raw material affect the
performance of the Group?

Under the Group's versatile ‘Total Transparent Cost
Plus Pricing Mechanism’ most of the raw materials
other than electro-galvanized steel plates are sourced
through the customers or though suppliers
designated by the customers. A rise of raw material
price (other than steel) has only a marginal impact
on the bottom line. (2004/05 Annual Report, P. 18)

Experts say RMB is going to appreciate more in the
coming two years. What is the impact on the Group?

- RMB payments represented less than 10% of
the total cost of sales

- As most of our competitors are also based in
China, in theory in the long run we could
raise price to cover the increase in cost
provided that the customers stick to their
present sourcing pattern of buying from
China.

Whom do Karrie sell to?
Our products, including computer server casings,

laser printers, magnetic tape drive, are mainly sold
to multi-national customers.
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CAPEX, DIVIDEND AND FINANCE

Are you worried about a high level of bank
borrowings?

- The Group’s shareholders fund was much
higher than the non-current assets meaning
that the Group was financing its non-current
assets through stable shareholders’ fund
rather than bank borrowings;

- Any increase in net bank borrowings could
therefore be attributed to the increased
working capital requirement due to an
increase in turnover. This is positive news but
not otherwise.

What is the status of new Yu Quan Plants?

- The site area is approximately 210,000 square
metres as compared to the combined site area
of 89,000 square metres of the existing
Yantien Plant and Fenggang Plant;

- We will build the Yu Quan Plants through
various phases depending on the economic
conditions. Phase | is expected to be
completed in September 2006.

Is Karrie going to change its dividend policy because
of the capex and working capital requirements?

- Our dividend policy is to pay out 50% or more
of the profit attributable to shareholders;

- In 2005/06, we paid out a total of HK25 cents
as dividend (payout ratio: 55%), making the
9th year of unbroken dividend payment
record;

- We are not yet convinced that we should
change our dividend policy at the moment
(2004/05 Annual Report, P. 34) as our profit
can adequately finance both the dividend plus
capex;

- Should the Directors decide to change the
existing dividend policy, we would provide an
advance notice in the immediate preceding
interim or annual result announcement.
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CORPORATE GOVERNANCE AND OTHERS

8.

9.

Should you worry about the corporate governance
standard of Karrie?

For three consecutive years, fund managers
and research analysts voted Karrie as one of
the best-managed companies in Hong Kong
in the Asiamoney Polls. In the 2004 Poll, Karrie
was voted as the second best in Corporate
Governance in Hong Kong. In 2005 Karrie
was voted as the best small cap in the same
poll;

Since 2001 Karrie has been managed in an
operational basis by a group of professional
managers. With the exception of the COO,
the management team is not related to the
controlling shareholder;

Karrie is also willing to share with shareholders
the wealth created through distribution of
dividend. Since 2000/01, the Group's
accumulated dividends paid is around
HK$517,064,000 or around 98% of the
shareholders’ fund as at 31 March 2006;

To increase its transparency, Karrie
a. Voluntary announces quarterly result;

b. Arranges quarterly “tea-breaks” with
individual shareholders;

C. Publishes an easy-to-read annual
reports with graphs, tables and other
useful information.

Who are the major shareholders?

As at 31 May 2006, the Ho's family/Pear!
Court Company Limited held around 54%;

Value Partners Limited held around 10%.
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Capex Profit attributable

Capex N . to shareholders
EAPERI EEEERE R SR AR {45
HK$'000 HK$'000
100,000 - - 200,000
80,000 + - 150,000
60,000 +
- 100,000
40,000 -
20,000 + - 50,000
0 0
97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06 06/07*
Capex
BA Y 67,604 76,176 56,595 65,034 14,675 24,488 58,842 62,236 92,059 70,000
—o—  Profit attributable
to shareholders 27,865 25,162 20,616 26,368 78,370 119,808 | 90,440 146,573 | 186,379 ?
PR ER AR5
*06/07 Budget Phase 1: Phase 2: Phase 3: Phase 4: Phase 5: Phase 6:
*06/07 TEE Asian Restructuring, investment in Rapid growth Consolid- Rapid growth Consolid-
financial fixed assets and market ation ation
crisis repositioning
EIEE E_BRE EIRE FEIUPRER ERME : FENBEE
DMEeR | FKEHE RERTSERER R R BEEH R R FEEH
R
(%) Group’s Target ROE at 20% or above
40 - SEZRAEZCHREEEEEN20% A £
35.3 353
35+ 32.9
28 30F
S 241
E E 25 | 22.6
C
o) 15\51 20 +
s ™
S > 15+
D 8.8
& % 10 - i 76 6.1 74
5L
0
96/97 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06
HK$ million
BEETT 96/97 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06
Profit after Tax BR 128 A 81 28 25 21 26 78 120 90 147 186
Shareholders’ Equity R B 310 318 332 339 356 347 364 375 416 527

Return on Equity (%) RREZEHR(%) 262 8.8 7.6 6.1 7.4 226 329 241 353 353



Potential Dilutive Effect of share Options

BRrEEETRESE

(As at 15 June 2006, total number of issued share capital is 411,622,000 shares)
(BE_ZFEENFNATHABEFETRAEE[411,622,0004)

Number of exercisable
outstanding share options

RITEBREHE
Percentage
over total
number
of issued
Exercisable during or Other share capital
after the period Directors Participants Total HERITRA
RBARZEATTEZFE = Hih28RE By 2B
01/04/2006 - 31/03/2007 5,130,000 17,418,000 22,548,000 5.47%
01/04/2007 - 31/03/2008 1,760,000 3,716,000 5,476,000 1.33%
01/04/2008 - 31/03/2009 1,760,000 1,760,000 3,520,000 0.86%
Cumulative total 5t 8,650,000 22,894,000 31,544,000 7.66%




The Group is committed to achieving high standards of
corporate governance to safeguard the interests of
shareholders and to enhance corporate value and
accountability.

For the year ended 31 March 2006 (the “Year”), the Group
has applied the principles of the recently promulgated Code
on Corporate Governance Practices (the “CG Code"”) as
set out in Appendix 14 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the "Listing Rules”) and complied with the code provisions
of the CG Code, save for deviation from code provision
A.2.1. This report describes our Group’s corporate
governance practices and explains the said deviation from
the CG Code.

1. The Board of Directors

1.1 As at 31 March 2006, the Board consisted of
eight Directors, including five executive
Directors, namely, Mr. Ho Cheuk Fai
(Chairman and Chief Executive Officer), Mr.
Ho Cheuk Ming (Deputy Chairman and Chief
Operating Officer), Mr. Kwok Wing Kin,
Francis (Deputy Chairman), Mr. Lee Shu Ki
and Mr. Wong Shun Pang, and three
independent non-executive Directors, namely,
Mr. So Wai Chun, Mr. Chan Sui Sum,
Raymond and Mr. Fong Hoi Shing. The Board
has the collective responsibility for the
leadership and promotion of the success of
the Group’s business by directing and
supervising the Group's affairs.
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The Board is committed to the Group’s
objectives of enhancing the shareholder’s
value and provision of superior products and
services. The Board is collectively responsible
for formulating the overall objective and
strategy of the Group; monitors and evaluates
its operating and financial performance and
reviews the standard of corporate governance
of the Group. It also makes decisions on
matters such as approving the annual results,
interim and quarterly results, connected
transactions, appointment and re-appointment
of directors, declaring dividend and adopting
accounting policies. The Board has delegated
the authority and responsibility for
implementing business strategies and
management of the daily operations of the
Group’s businesses to the management.

The Board conducts regular scheduled
meetings on a quarterly basis. Ad-hoc
meetings are convened when circumstances
require.

The Board had met seven times for the year
ended 31 March 2006 and considered,
reviewed and approved the Group’s annual
results for the year ended 31 March 2005,
quarterly and interim results of the Group for
the Year.

1.2

1.3
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The attendance records of the Board meetings NTRAFEEEFLERNEFELH -
held during the Year are set out below:

Attendance of individual Directors at AEEEEEREENEENEHESR

Board meetings during the Year

Executive Directors

Mr. Ho Cheuk Fai
Mr. Ho Cheuk Ming
Mr. Kwok Wing Kin, Francis
Mr. Lee Shu Ki
Mr. Wong Shun Pang
Mr. Tam Wing Hung*
(resigned on 13 February 2006)

No. of attendance/No. of meetings Attendance rates
KRB BRRE H =R

HITEFE
fa] 45 18 5 4 4/7 57%
fa] 52 BR 5 4 7/7 100%
ZB ok BR e A 5/7 71%
FRIE A 717 100%
= B HS e 4 6/7 86%
AR K HfE I A 3/5 60%

(ZBZRE-A+ZBEMA)

Independent Non-executive Directors & IF#77E F

Mr. So Wai Chun HEEEE 717 100%
Mr. Chan Sui Sum, Raymond Bk I A8 58 A 6/7 86%
Mr. Fong Hoi Shing aNEY ik 7/7 100%
Average attendance rate FIGHEE 85%
* indicates the number of Board meetings held * BRAOKBERERARTE

before the resignation of Mr. Tam Wing Hung. RN ERL L

To maximize the effectiveness of the Board 1.4 RRESEFTQUEULSEE

and to encourage active participation and
contribution from Board members, the Board

EEREEB2EARELE
Bl EEG@ENXUBEREZESR

mE>

has established an audit committee and a &#ﬁ@ﬂ%é\é_g « TXEINEE
remuneration committee. Detailed descriptions BEevilyiA -EFLEE
of each of these committees are set out RERUTBEIARMESS A
below. All of these committees adopt, as far ] T%fﬁ’;;% R &R gEET
as practicable, the principles, procedures and ET FRASLEAZRER
arrangements of the Board in relation to the REMEHEEIBEEZ
scheduling and proceeding of meetings, notice J?_\E\'J CEF R

of meetings and inclusion of agenda items,

records and availability of minutes.



2.

Board Composition

2.1

2.2

As at 31 March 2006, the Board comprises of
eight Directors: five Executive Directors and
three Independent Non-executive Directors.
Mr. Ho Cheuk Ming, an Executive Director, is
the younger brother of the Chairman, Mr. Ho
Cheuk Fai, the Chairman and Chief Executive
Officer. The Board has received annual
confirmations of independence from each of
the Independent Non-executive Directors and
believed that all the Independent Non-
executive Directors meet with the guidelines
for assessment of independence as set out in
Rule 3.13 of the Listing Rules.

The attributes, skills and expertise among the
existing Directors are considered appropriate
to effectively lead and supervise and manage
the Group, taking into account the scope and
nature of the operations. The Directors have
a mix of core competencies in areas such as
accounting and finance, business and
management, production and quality control
techniques, supply chain management,
industry knowledge and marketing strategies.
Details of the experience and qualifications
of Directors and Senior Management are set
out in the section headed “Directors and
Senior Management” in this Annual Report.

2.2
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3. Appointment, Re-election and Removal of
Directors
3.1 At each annual general meeting ("AGM"),

3.2

3.3

one-third of the Directors are required to retire
from office by rotation. The Directors, since
his last election or appointment that have
been the longest in office shall retire and be
eligible for re-election at the AGM. The
Chairman and/or the Managing Director of
the Group shall not, when holding such office,
be subject to retirement by rotation or be
taken into account in determining the number
of Directors to retire in each year. With the
introduction of the CG Code and to comply
with code provision A.4.2 of the CG Code,
the Chairman and/or the Managing Director
of the Group will voluntarily retire at the AGM
at least once every three years.

Independent Non-executive Directors are
appointed for a fixed term not exceeding three
years and are subject to the requirements of
retirement by rotation and re-election by
shareholders at AGM in accordance with the
Company's Bye-Laws.

The names and biographical details of the
directors who will offer themselves for election
or re-election at the forth coming AGM are
set out in the circular to shareholders to assist
shareholders in making an informed decision
on their elections.

3.
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3.1

3.2

3.3
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3.4 Since the whole Board participates in the
appointment of new Directors, the Company
does not establish a nomination committee.
In evaluating whether an appointee is suitable
to act as a Director, the Board will consider
the experience and skills of the appointee; as
well as personal ethics, integrity and the
willingness to commit time in the affairs of
the Group. Where the appointee is appointed
as an Independent Non-executive Director, the
Board will also consider his/her independence.
During the Year, the Board had also reviewed
and made recommendations in respect of the
re-appointments of retiring Directors, which
were approved by the shareholders at the last
AGM.

Chairman and Chief Executive Officer

Code Provision A.2.1 of the CG Code stipulates that
the roles of chairman and chief executive officer
should be separate and should not be performed by
the same individual. The Company does not separate
the roles of its Chairman and Chief Executive Officer
and Mr. Ho Cheuk Fai currently holds both positions.

Being the founder of the Group, Mr. Ho has
substantial experience in the manufacturing industry.
At the same time, Mr. Ho has the appropriate skills
and business acumen that are the pre-requisites for
assuming the role of Chief Executive Officer. The
Board believes that vesting the roles of both
Chairman and Chief Executive Officer in the same
person would provide the Group with strong and
consistent leadership and allow the Group to be
more effective and efficient in developing long-term
business strategies and execution of business plans.
The Board considers that there is no need to
segregate the roles of the Chairman and the Chief
Executive Officer and should continue to be
performed by Mr. Ho.
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1. Remuneration Committee (“RC")

1.1

The Board has established the RC in June
2005, comprising a majority of Independent
Non-executive Directors, which meets at least
once a year. It is chaired by Mr. So Wai Chun
and comprises two other members, namely
Mr. Chan Sui Sum, Raymond and Mr. Ho
Cheuk Ming. All RC members, with the
exception of Mr. Ho Cheuk Ming, are
Independent Non-executive Directors. The
quorum necessary for the transaction of
business by the RC is two.

The principal responsibilities of RC are to
formulate remuneration policy of the Group,
review and make recommendations to the
Board in respect of the remuneration policy
and to determine the remuneration of the
senior

Executive Directors and the

management.

The RC met twice during the Year with an
attendance rate of 100% and reviewed its
terms of reference, the remuneration policy
of the Group and the remuneration packages
of directors and senior management staff.

2. Audit Committee ("AC")

2.1

The AC consists of three members:

Mr. So Wai Chun (Chairman)
Mr. Chan Sui Sum, Raymond; and
Mr. Fong Hoi Shing

All members are Independent Non-executive
Directors. The Board is of the opinion that
members of the AC have sufficient accounting
and financial management expertise or
experience to discharge their duties.

2.
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2.2

2.3

The operations of the AC are regulated by its
terms of reference. The major duties of the
AC include:

o to review and supervise the Group’s
financial reporting process including the
review of quarterly, interim and annual
results of the Group;

o to review the external auditors’
appointment, remuneration and any
matters relating to resignation or
termination;

o to examine the effectiveness of the
Group's internal control which involves
regular review in various corporate
structures and business process; and

o to realize corporate objective and
strategy by taking into account the
potential risk and the nature of its
urgency in order to ensure the
effectiveness of the Group’s business
operations. The scope of such reviews
includes finance, operations, regulatory
compliance and risk management.

The AC met four times during the Year with
an attendance rate of 100% and reviewed
the quarterly, interim results and the annual
results of the Group for the year ended 31
March 2005. The AC had also reviewed the
Group’s audited annual results of the Year.
The Company Secretary of the Company keeps
all minutes of the AC.

2.2

2.3
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The Company has adopted a Code for
Securities Transactions by Directors of the
Group (the “Company’s Model Code”) on
terms no less exacting than the required
standard set out in Model Code for Securities
Transactions by Directors of Listed Companies
(the "Model Code") contained in Appendix
10 of the Listing Rules.

Having made specific enquiries to all Directors,
they have confirmed that they had complied
with the required standards set out in both
the Company’s Model Code and the Model
Code under the Listing Rules throughout the
year ended 31 March 2006.

1. Financial Reporting

1.1

The Board acknowledges its responsibility for
preparing the Group’s accounts which gives
a true and fair view of the state of affairs of
the companies and of the Group on a going
concern basis, with supporting assumption or
qualification as necessary. In preparing the
accounts for the year ended 31 March 2006,
the Directors have selected suitable
accounting policies and applied them
consistently, made judgments and estimates

that are prudent and reasonable.

The management provides explanation and
information to the Board as to enable the
board to make informed assessments of the
financial and other information put before the
board for approval.

1.1

1.2
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1.3 The Board endeavours to ensure the making
of balanced, clear and understandable
assessments of the Group’s position and
prospects and extending the coverage of such
information to include annual and interim
reports, price-sensitive announcements and
financial disclosures as required under the
Listing Rules, reports to regulators as well as
any information that is required to be
disclosed pursuant to statutory requirements.

1.4 Since September 2003, the Company
publishes its financial results on a quarterly
basis in order to enhance transparency about
its performance and to give details of the
latest development of the Group in a timely
manner. The Company announced its annual
results within 3 months after each financial
year end and announced its interim results
within 2 months after the end of the relevant
periods.

Internal Controls

To maintain sound and effective internal control to
safeguard shareholders’ investment and the
Company’s assets, the Internal Audit Department
under the supervision of the Board, is in the process
of conducting a review on the effectiveness of the
internal control system of the Group and an
independent evaluation to report on the adequacy
and effectiveness of the Company’s control,
information system and operations. The review
covered aspects of financial, operational and
compliance and risk management control functions.
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Auditors’ Remuneration

During the Year, the fees paid to
PricewaterhouseCoopers, the Group’s external
auditor for audit services of the Group and for non-
audit related services, representing mainly taxation
services, are set out in Note 7 on page 161 of this
annual report.

1. The Company strives to convey to
shareholders pertinent information in a clear,
detailed, timely manner and on a regular basis
and to take into consideration their views and
inputs, and address the shareholders
concerned. Their views are communicated to
the Board comprehensively.

2. The Company communicates with its
shareholders through the publication of
annual, interim reports, press announcements
and releases. All communications to
shareholders are also available on the
Company’s website at www.karrie.com.hk.

3. The AGM provides a useful platform for
shareholders to exchange views with the
Board. The chairman of the Board as well as
the chairmen of the AC and RC, or in their
absence, members of the relevant Board
Committees are available to answer
shareholders’ questions.

4. Separate resolutions are proposed at general
meetings on each substantially separate issue,
including the election of individual directors.

5. Details of the voting procedures and rights of
shareholders to demand a poll are included
in the circular to shareholders, which has been
dispatched together with this Annual Report.
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The Board recognized that effective
communication with investors is the key to
establish investor confidence and to attract
new investors.

Quarterly results announcement

The Group has voluntarily adopted quarterly
result announcement commencing from
September 2003 onwards. This is part of the
Group's effort to go beyond the Stock
Exchange requirements and to make the
Group's financial position as transparent as
possible to shareholders, potential investors
and the general public. Annual reports and
interim reports are prepared and issued to all
shareholders within the prescribed period
stipulated by the Listing Rules. All press and
results announcements and reports are posted
on the Company’s website.

Media and analysts briefings

Briefings for media are held on the same day
immediately after the quarterly, interim and
annual results released via teletext. Briefing
for analysts by way of presentation at
luncheons, receptions or telephone
conferences are organized thereafter. During
the briefing, the Group’s management
provides an in-depth analysis of the Group’s
performances in respect of the relevant
periods and ensures that the financial
performance and accounts of the Group are
well understood. There is also ample
opportunity for the analysts and media to ask
questions and interact with the executive
Directors and senior management.

EFERRNBREE ZBEWE
B DEYREEELRES
MIREE 2@ -

FEXEADNH

H-TZ=FNAL A&KH
THRAFTERERM - M)
AEBBHBRMARE  BA
BBRR - EEREERRARE
SAEEMBGRNERE - N
SEER EMARRRER A
NRHEFENRTHERS - AT
HTE2REER -EAERER
T RKELMRBREGENRAK
NGIFEN

HERARSWTEHHRSE

MEAGRSERTE - T H
REFREZHN AN MR
WERET  MEMRS A
FEE EFIREFRGEL
ARERETT - NEHRE L -
AEBEEESRADITAL
ERERPRHcXERR I
BREGALTEDEBRAEE
MBRALKE - AEBE IR
HEeHEe ToIm 8 RHER
RAKERHITEEMS A E R
EBaa -



Tea-Break with individual investors

Since the first quarter of 2004/05, the Group
arranges tea gathering with individual
investors within 1 month after each results
announcement conference to build up an
interactive and direct communication channel.
This allows individual investors talking to the
management of the Group. Meanwhile, the
Group would give an update about the status
of the Group's development and share of their
feelings toward the Group.

The Group regularly releases corporate
information such as awards received, and the
latest news of the Group’s developments on
its Company’s website. The public are
welcome to give their comments and make
their enquiries through the Company’s
website, the management will give their
prompt response.
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Executive Directors

Mr. HO Cheuk Fai, aged 60, was appointed as a Director
of the Company in October 1996 and is the Chairman and
Chief Executive Officer of the Company as well as the
founder of the Group. Prior to founding the Group in
1980, Mr. Ho had over 10 years’ experience in factory
management and in manufacturing plastic, metal and
electronic products. He is responsible for the Group's
overall corporate strategies and objectives. He is also a
director of Pearl Court Company Limited, a corporate
substantial shareholder of the Company, and the brother
of Mr. Ho Cheuk Ming and husband of Ms. Ho Po Chu.

He is a fellow member of the Asian Knowledge
Management Association and Honorary Chairman of The
Hong Kong Metals Manufacturers Association. He has been
appointed as a member of Chinese People's Political
Consultative Conference, Dongguan City, Guangdong
Province in March of 2004. Mr. Ho is currently participating
in affairs of different association of foreign investors, which
including China Association of Enterprises with Foreign
Investment, Dongguan City Association of Enterprises with
Foreign Investment, Dongguan City Fenggang Association
of Enterprises with Foreign Investment, Hebei Chinese
Overseas Friendship Association and Hong Kong Hebei
Association Ltd.

Mr. HO Cheuk Ming, aged 52, was appointed as a
Director of the Company in October 1996, and is a Deputy
Chairman and Chief Operation Officer as well as the
Convener of the Executive Committee of the Group. He is
responsible for overall supervision of the Group’s operation.
He joined the Group in 1980 and has over 20 years'
experience in factory production. He is also a director of
Pearl Court Company Limited, a corporate substantial
shareholder of the Company, and the brother of Mr. Ho
Cheuk Fai and the brother-in-law of Ms. Ho Po Chu.
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Mr. KWOK Wing Kin, Francis, aged 44, was appointed
as a Director of the Company in October 2000, and is a
Deputy Chairman and the Marketing Director as well as a
member of the Executive Committee of the Group. Mr.
Kwok graduated from The Hong Kong Polytechnic (now
known as The Hong Kong Polytechnic University) with a
diploma in business management and is an associate
member of The Hong Kong Management Association. Prior
to joining the Group in 1989, Mr. Kwok had ten years’
experience in plastic manufacturing sector and procurement
work in electronics manufacturing sector.

Mr. LEE Shu Ki, aged 50, was appointed as a Director of
the Company in December 1997, and is a member of the
Executive Committee of the Group. He is responsible for
overseeing the daily operation of the Group’s Accounting
Department. Mr. Lee graduated from The Hong Kong
Polytechnic (now known as The Hong Kong Polytechnic
University) with a higher diploma in accountancy and is a
fellow member of The Hong Kong Institute of Certified
Public Accountants and an associate member of the
Chartered Institute of Management Accountants of the
United Kingdom. He has over 25 years’ accounting and
financial management experience in manufacturing
businesses. Mr. Lee joined the Group in June 1995.

Mr. WONG Shun Pang, aged 54, was appointed as a
Director of the Company on 1 June 2004 and is the Senior
General Manager in charge of the factories owned by the
Group in the People’s Republic of China and is a member
of the Executive Committee of the Group. He is responsible
for the operations of China factories. Mr. Wong graduated
from The Hong Kong Polytechnic (now known as The Hong
Kong Polytechnic University) with a higher certificate in
Production and Industrial Engineering. Mr. Wong had
worked for the Group from 1981 to 1993 and rejoined
the Group in 2001. He had over 30 years’ experience in
engineering and manufacturing management for plastic,
metal and electronics industries.
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Independent Non-executive Directors

Mr. SO Wai Chun, aged 57, was appointed as an
Independent Non-Executive Director of the Company in
July 2001. Mr. So has been carrying on business in Hong
Kong and the People’s Republic of China for over 20 years.
He is the major shareholder and director of a company in
Hong Kong. His businesses are mainly in financial services
and international trading. In 2000, Mr. So was appointed
as the China Representative of Forestry New Zealand
Limited, a subsidiary of Evergreen Forestry Limited which
is a listed company in New Zealand.

Mr. CHAN Sui Sum, Raymond, aged 66, was appointed
as an Independent Non-Executive Director of the Company
in February 1998. He graduated from Oklahoma Baptish
University in the United States with a bachelor degree in
Arts in 1964. Mr. Chan has over 30 years’ experience in
the construction industry. He is also a director of Chaplin
Chemicals Limited and Shelton Food Industry Limited.

Mr. FONG Hoi Shing, aged 42, was appointed as an
Independent Non-Executive Director of the Company in
December 2004. He has extensive experience in accounting,
finance and management. He holds a postgraduate diploma
in corporate administration and a higher diploma in
accountancy from The Hong Kong Polytechnic University.
He is an associate member of the Hong Kong Institute of
Certified Public Accountants and an Associate of The
Institute of Chartered Secretaries and Administrators.
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Management

Ms. HO Po Chu, aged 57, is the Director of Administration
of the Group. Ms. Ho is one of the founding members of
the Group in 1980 and has over 20 years’ experience in
office administration and purchasing. She is responsible
for supervising personnel and overall administration of the
Group. She is also a director of Pearl Court Company
Limited, a corporate substantial shareholder of the
Company, and the wife of Mr. Ho Cheuk Fai and sister-in-
law of Mr. Ho Cheuk Ming.

Mr. CHOW Kwok Hung, Alfred, aged 50, is the Chief
Financial Officer for treasury and a member of the Executive
Committee of the Group. Mr. Chow graduated from The
University of Hong Kong with a bachelor degree in Social
Science. Mr. Chow is an associate member of The Hong
Kong Institute of Certified Public Accountants and has over
15 years' experience in financial management. He joined
the Group in April 1998 and is responsible for the Group’s
financial management and strategic planning.

Ms. CHAN Ming Mui, Silvia, aged 34, is the Assistant
Administration Director of Administration Department and
responsible for overall operation of personnel,
administration and EDP department of the Group. Ms. Chan
is one of the members of Executive Committee and Internal
Audit Committee of the Group. Ms. Chan graduated from
The City University of Hong Kong majoring in Public
Administration and Management. She joined the Group in
1996 and has over 10 years’ experience in administration
and management.
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Ms. TAM Fung Ping, Edith, aged 48, is the General
Manager of Storage Product and Electronics Manufacturing
Services (EMS) Department, responsible for the production
and operations of storage products and EMS Business of
the Group. Ms. Tam is also responsible for the overall
operation of the Group’s logistics system and supply chain
management. Ms. Tam was graduated from The University
of Ottawa in Canada with a bachelor degree in Mechanical
Engineering. Ms. Tam had worked for the Group from
1990 to 1993 and rejoined the Group in 2000. Prior to
joining the Group, she had four years’ experience as
manufacturing engineer and purchasing specialist in the
electronics manufacturing companies, and eight years’
experience in logistic management in the factories stationed
in the People’'s Republic of China.

Mr. LI Cheuk Sum, aged 57, is responsible for supervising
the operation of sales and marketing department (division
3) of the Group. Mr. Li has over 20 years’ experience in
the manufacture and sale of video cassette housings. Prior
to joining the Group in 1980, Mr. Li had over 10 years’
experience in the electronics industry and in marine radio
communication.

Mr. WONG Siu Ching, aged 48, is the Marketing Director
(Division 1) of the Group, responsible for project
development and marketing for the Group. Prior to joining
the Group in 1988, Mr. Wong had over 10 years’
experience in sales and marketing.

Mr. CHAN Raymond, aged 39, is the Marketing Director
(Division 2) of the Group, responsible for marketing
development work. He joined the Group in 1985 and has
over 15 years’ experience in sales and marketing.
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Mr. CHAN Wah Ying, aged 41, is the Assistant Quality
Director of the Group. Mr. Chan graduated from The Hong
Kong Polytechnic (now known as The Hong Kong
Polytechnic University) with a higher certificate in
Manufacturing Engineering. Prior to joining the Group in
1992, Mr. Chan had over 13 years’ experience in quality
management in an electronic manufacturing company.

Ms. YIU Yuet Fung, aged 41, is the Assistant General
Manager at the Group's factories in China, responsible for
the overall personnel and administration management. She
joined the Group in 1984 and has over 15 years’ experience
in managing the production process of manufacturing
industries.

Mr. WONG Fok Tsun, Albert, aged 54, is the Internal
Audit Manager of the Group, responsible for setting up of
internal audit function and Mr. Wong reports directly to
Board of Directors and Internal Audit Committee. Mr. Wong
graduated from Curtin University of Technology, WA with
a bachelor degree in Management and Marketing. He also
holds a master degree of Accounting from the same
University. He is an associate member of each of The
Association of International Accountants, UK and CPA
Australia. Also he is a member of The Institute of Internal
Auditors Inc. U.S.A. Mr. Wong has over 10 years’
experience in internal auditing and 12 years’ experience in
financial accounting. He joined the Group in March 2003.

Mr. HA Hon Leung, aged 46, is the Technical Director of
the Electronics Manufacturing Services (EMS) Department,
responsible for engineering capabilities and technology
development in electronic products and system integration.
Mr. Ha holds a bachelor degree from The University of
Windsor, Canada, and a master degree from The University
of Waterloo, Canada, both in Electrical Engineering. He
also holds a master degree in business administration from
Heriot-Watt University, UK. Mr. Ha has over 20 years’
experience in engineering and technical management in
the electronics industry.
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The Board has the pleasure of presenting the report
together with the audited accounts (“the “Accounts”) of
the Group for the year ended 31 March 2006.

The Company is an investment holding company. Its
subsidiaries are principally engaged in the manufacture
and sale of computer casings, office automation products,
moulds, plastic and metal parts (together referred to as
“Metal and Plastic Business”) and provision of electronic
manufacturing services business (“EMS Business”).

The Group's turnover by principal product category and
geographical locations together with their respective
operating profit for the year ended 31 March 2006 is
analysed as follows:

1. By principal product category:

BEEEENE LAEERE-F
A=+ —BUHEFEZHRERK

(MREL) -

AARZEEEBHHRERR
AIFENFRERHEBTMINR
Eﬁﬂ/\&ig B{q: (/v)b

NIEEM

BA

C HIE A

%“*

(A2 BBEH]) MEREFEXR TR

ﬁ% o

AEBERFIZERAMIBE 2 EEBRLE

mHEE-F
ZOMImTR

1. RIEERDW:

The year ended 31 March 2006

BE-_ZEXRE=ZA=1+—HLzZHE

ERF_A=+—HLFE

Metal and
Plastic EMS
Business Business Elimination Total
EEBB ETEE
E) RIEK I 84 aH
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET
Turnover R
External AP 1,431,428 2,161,313 - 3,592,741
Inter-segment A &P 109,723 - (109,723) -
Segment results D EpE4E 161,917 52,122 - 214,039
Other operating income b A€ & It A 14,628
Operating profit 5 - - 228,667
Finance costs B 7% AKX 7 - - (24,531)
Taxation 18 - - (17,757)
Profit attributable to fEEHFE A
equity holders JE A& & A - - 186,379

of the Company




1.

By principal product category: (Cont’d)

1.

RITEE

O A\
AR JJ

The year ended 31 March 2005

o (E

HE_ZTZERAF=-_A=+T—HILZ2FE
Metal and
Plastic EMS
Business Business Elimination Total
he2R BEFHEFE
1% RIE® s & 3
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FAT FET
(Restated) (Restated) (Restated)
(&) (&) (&%)
Turnover EERE
External 4N BB 1,172,806 1,390,384 - 2,563,190
Inter-segment A 2 63,238 - (63,238) -
Segment results D EpE4E 121,262 45,157 166,419
Other operating income -t 48 & It A - - 12,311
Operating profit 1 - - 178,730
Share of loss of an JE 1k Bt 2
associated company NAIEE - (10,234) (10,234)
Finance costs B 75 X AR - - (8,720)
Taxation I8 - - (13,203)
Profit attributable to REREE A
equity holders JE 16 5 - - 146,573

of the Company




By geographical locations*:

2. BibE~:

the year ended 31 March 2006

BE-_ZEXRE=ZA=1+—HLZHKE

Asia
(excluding North Western
Japan Japan) America Europe Total
CER))
(T
B HZA) 3k =M A& at
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FTHER FTHET THER THERT THERT
Turnover EEE 243,253 1,494,003 600,095 1,255,390 3,592,741
Segment results DEELE 17,187 66,316 60,955 69,581 214,039
the year ended 31 March 2005
HE_ZTTERAF=-A=1+—RHILZFE
Asia
(excluding North Western
Japan Japan) America Europe Total
M
(B 1R
SN H ) b= M 75 X &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FBT FEBT FET
(Restated) (Restated) (Restated) (Restated) (Restated)
(&751) (&%) (E751) (E751) (E51)
Turnover - 227,879 1,096,507 429,867 808,937 2,563,190
Segment results 9 2B ¥ 4E 16,406 47,810 40,950 61,253 166,419
* Turnover by geographical locations is determined on * R o EEBEAEMEX

the basis of the destination of delivery of merchandise.
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Details of the Group’s results for the year ended 31 March
2006 are set out in the consolidated profit and loss account
on page 124 of this annual report.

An interim dividend of HK9 cents per ordinary share was
paid during the Year. The Directors have recommended
the payment of a final dividend of HK13 cents and a special
dividend of HK3 cents per share for the Year.

Details of the movements in property, plant and equipment
of the Group during the year are set out in Note 15 to the
Accounts.

Details of the share capital of the Company are set out in
Notes 21 to the Accounts.

Movements in reserves and retained profit of the Group
and the Company during the Year are set out in Note 23
to the Accounts.

As at 31 March 2006, the Company’s reserves of
approximately HK$262,463,000 representing the
contributed surplus, retained profit and proposed dividends
were available for distribution to the Company's
shareholders.

Charitable and other donations made by the Group during
the Year amounted to HK$561,000.

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company's shares
during the year.
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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. Details of

the Old Scheme are summarised herein below:

(i)

(i)

(iii)

(iv)

The participants of the Old Scheme include any
eligible employee (including any executive directors)
of the Company and its subsidiaries;

The total number of shares may be issued by the
Company if all options which had been granted
under the Old Scheme have been exercised is
36,000,000 which represents 8.75% of the existing
issued share capital of the Company as at the date
of this report;

The maximum entitlement of any eligible employee,
when aggregated with shares issued and issuable
under all options granted to him, must not exceed
25% of the aggregated number of shares for the
time being issued and issuable under the Old
Scheme;

An option may be exercised in accordance with the
terms of the Old Scheme at any time during a period
to be notified by the Board to each grantee and in
any event shall be not later than ten years from 1
December 1996;

A non refundable remittance of HK$10 by way of
consideration for the grant of an option is required
to be paid by each grantee upon acceptance of the
option;
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The Old Scheme (Cont’d)

BEota (&)

(vi)  The subscription price payable upon exercising any (vi) WRESEERTERELITERRE
particular option granted is determined based on a AKArRO2EBRIDETIEXNE
formula: P = N x Ep, where “P” is the subscription JE :P=NxEp  HF[P]AREE :
price; “N” is the number of shares to be subscribed; IN] BRREZRMHER  [Epl BITHE
and “Ep” is the exercise price of the higher of (a) {flx‘xa/uﬁﬁ_ﬂxﬁ AR 2B M
the nominal value of the shares; or (b) 80% of the ZELOUNEARUNTZREE : () AR
average closing prices of the shares of the Company ﬂﬂxfﬁzﬁﬁ R (D) EEE T AR
quoted on The Stock Exchange of Hong Kong BBz AERZ BEBHER S
Limited (the “Stock Exchange”) for the last five ERAT ([BZ]) IR ER T2
trading days; FHWTHEZ80% ;

(vii)  The Old Scheme was terminated on 21 May 2002 (i) BFfEeR—ZETE-_FHAHA=-+—H
but in all other respects the provisions of the Old ik HEFE ZEMEXIDAR
Scheme remain in force and all options granted prior WM RFBEEFEIRILERREZE
to its termination shall continue to be valid and RiESEER SN T IBILEEITE
exercisable in accordance therewith;

(viii) Details of share option movements during the year (viiiy RBIBEEFZREZ —_ZTTZF=HA=
ended 31 March 2006 under the Old Scheme are as T+T—BILEFEZBREZEHFEN
follows: I

Number of Share Options
BREZE
Closing
Price Price at Lapsed/
before exercise  Outstanding  Granted Exercised  cancelled Outstanding
Date of  Exercise Exercise  date of date of  at 31 March during the during the during  at 31 March
Name Grant Price Period grant options 2005 Year Year the Year 2006
RERE HRERE -ZZIf ZEERE
RHAA %A ZA=1T-0 RAEE RAEE RAEE ZA=1-A
#e REBY  THE s 2ER 2BE  EATE  EET T &%/BE  HEROE
(HKS) (HKS) (HKS) ('000) ('000) ('000) ('000) ('000)
(E7m) (B7m) (#7m) (F) (f) (F) (F) (F)
Employees 20/09/2000 0.300  20/09/2000- 0.35 - 150 - - - 150
81 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
20/09/2000 0.300  21/09/2003- 0.35 - 320 - - - 320

12/08/2006




The Old Scheme (Cont’d)

BEota (&)

(ix)  Details of share option movements during the period (ix) WREBEEFIR-_ZZTENFHA—ABZE
between 1 April 2006 to 15 June 2006 under the NA+THBILEZEREZFSFITN
Old Scheme are as follows: ™
Number of Share Options
BREHE
Lapsed/
Granted  Exercised  cancelled
during the during the  during the
Closing period from period from period from
Price Price at 1 April 1 April 1 April
before exercise  Outstanding  2006to 2006 to 2006to  Outstanding
Date of  Exercise Exercise  date of dateof  at31March  15June 15 June 15 June at 15 June
Name Grant Price Period grant options 2006 2006 2006 2006 2006
i R i
ZEERE ZEERE CEERE
RERE RERE -ZIAEDA-HE MA-AZ MA-AE C-EE5%
BB %8 =ZA=t-A ~AtEA AATER A~A+ER A~ATEH
£ RYBE  fREE s 2Bk 2B# WATE  EET % X%/ AR
(HKS) (HKS) (HKS) (‘000) ('000) (‘000) (000) (‘000)
(Br) (B7) (Br) () (F) (F) () ()
Employees 20/09/2000 0300 20/09/2000- 035 - 150 - - - 150
81 3011172006
20/09/2000 0300 21/09/2001- 0.35 - 150 - - - 150
30/11/2006
20/09/2000 0300 21/09/2002- 035 - 200 - - - 200
30/11/2006
20/09/2000 0300 21/09/2003- 035 - 320 - - - 320

12/08/2006




The New Scheme

The New Scheme was adopted on 21 May 2002 to comply
with the new requirements of Chapter 17 of the Listing
Rules effected on 1 September 2001. Details of the New
Scheme are summarised herein below:

(i) The purpose of the New Scheme is to provide
incentives or rewards to eligible participants
thereunder for their contribution to the Group and/
or to enable the Group to recruit and retain high-
calibre employees and attract human resources that
are valuable to the Group and any Invested Entity
(as defined in the New Scheme);

(ii) The participants of the New Scheme include any
employee, director (including executive and non-
executive director of the Group), shareholder,
supplier, customer, consultant, adviser, other service
provider, partner and business or strategic alliance
partner of the Group or any Invested Entity (as
defined in the New Scheme) or any discretionary
trust whose discretionary objects may be any of the
above persons;

(iii)  The total number of shares may be issued by the
Company if all options granted under the New
Scheme have been exercised is 30,724,000 which
represents 7.5% of the existing issued share capital
of the Company at the date of this report;
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The New Scheme (Cont’d)

(iv)

(vi)

The total number of shares in respect of which
options may be granted under the New Scheme is
not permitted to exceed 10% of the shares of the
Company at the date of adoption of the New
Scheme and thereafter, if refreshed shall not exceed
10% of the shares in issue as at the date of approval
of the refreshed
shareholders. The number of shares which may be

limit by the Company’s

issued upon exercise of all outstanding options
granted and yet to be exercised under the New
Scheme and any other share option schemes of the
Company must not exceed 30% of the shares in
issue from time to time;

Unless approved by shareholders in general meeting,
no participants shall be granted an option if the
total number of shares issued and to be issued upon
exercise of the options granted and to be granted
to such participant in any 12-month period up to
the date of the latest grant would exceed 1% of
the issued share capital of the Company from time
to time. Options granted to a substantial shareholder
or an independent non-executive director in excess
of 0.1% of the Company’s share capital in issue for
the time being and with a value in excess of
HK$5,000,000 must be approved in advance by the
Company’s shareholders;

An option may be exercised in accordance with the
terms of the New Scheme at any time during a
period to be notified by the Board to each grantee.
Unless otherwise determined by the Board at its
sole discretion, there is no requirement of a
minimum period for which an option must be held
or a performance target which must be achieved
before an option can be exercised,

Heta (8
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The New Scheme (Cont’d)

(vii)

(viii)

A non refundable remittance of HK$10 by way of
consideration for the grant of an option is required
to be paid by each grantee upon acceptance of the
option;

The subscription price payable upon exercising any
particular option granted under the New Scheme is
determined based on a formula: P = N x Ep, where
“P" is the subscription price; “N" is the number of
shares to be subscribed; and “Ep” is the exercise
price of the highest of (a) the nominal value of a
share in the Company on the date of grant; (b) the
closing price of shares of the Company on the Stock
Exchange, as stated in the Stock Exchange’s daily
guotations sheet on the date of grant; and (c) the
average of the closing prices of shares of the
Company on the Stock Exchange on the five trading
days immediately preceding the date of grant and
as adjusted pursuant to the clauses of the New
Scheme; and

The life of the New Scheme is until the tenth
anniversary of the adoption date of the New Scheme.

Het® (E)
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The New Scheme (Cont’d) HEt & (&)

(x)  Details of share option movements during the year x) RBEHFAERNEZ2_ZZTF=-A=
ended 31 March 2006 under the New Scheme are +—HLFECEREZHFBN
as follows: T

Number of Share Options

BRERA

Closing
Price Price at Lapsed/
before exercise Outstanding  Granted Exercised  cancelled Outstanding
Date of  Exercise Exercise  date of date of  at 31 March during the during the during the  at 31 March
Name Grant Price Period grant options 2005 Year Year Year 2006

RERE RERE -Z21f “EENE
RAAA %A ZA=1t-0 RAEE RAEE RAEE ZA=1-A
21 BHRE  fHE TSR BB ZEE  HATE EET T8 XM/BE HRGE
(HKS) (HKS) (HKS) ('000) ('000) ('000) ('000) ('000)
(#7) #7)  (#7) GONNCO NN CONNN € ()
(i) Directors/Chief Executives
ESRERITHAR
Mr. Ho Cheuk Ming 07/02/2005 3.35  01/01/2007- 3.325 - 280 - - - 280
SR % E 06/02/2015
07/02/2005 335 01/01/2008- 3.325 - 560 - - - 560
06/02/2015
07/02/2005 3.35  01/01/2009- 3.325 - 560 - - - 560
06/02/2015
Mr. Kwok Wing Kin, Francis 01/11/2002 1.65  01/01/2003- 1.65 318 750 - (700) - 50
PrERE 31/10/2012 (AVGT )
01/11/2002 1.65  01/01/2004- 1.65 - 750 - - - 750
31/10/2012
27/04/2004 1.90  01/01/2005- 1.86 - 160 - - - 160
26/04/2014
27/04/2004 1.90  01/01/2006- 1.86 - 320 - - - 320
26/04/2014
27/04/2004 1.90  01/01/2007- 1.86 - 320 - - - 320
26/04/2014
07/02/2005 3.35  01/01/2007- 3.325 - 200 - - - 200
06/02/2015
07/02/2005 335 01/01/2008- 3325 - 400 - - - 400
06/02/2015
07/02/2005 3.35  01/01/2009- 3.325 - 400 - - - 400

06/02/2015




The New Scheme (Cont’d)

Het® (E)

(x)  (Cont'd) x) (#%&)
Number of Share Options
BREHE
Closing
Price Price at Lapsed/
before exercise Outstanding  Granted Exercised  cancelled Outstanding
Date of  Exercise Exercise  date of date of  at 31 March during the during the during the  at 31 March
Name Grant Price Period grant options 2005 Year Year Year 2006
RERE RERE -2%if ZEEAE
R BA fi%8 ZR=1-B RAEE RAEE REEE ZA=t+-8
3 REBH  RE TRE  2ER ZBR  HATE ERT T A%/BE  HRTE
(HKS) (HKS) (HKS) ('000) (000) ('000) (000) (000)
(B7) (Br) (B7) () (F) () () ()
Mr. Lee Shu Ki 01/11/2002 1.65  01/01/2003- 1.65 - 200 - - - 200
FHHAE 3111012012
01/11/2002 1.65  01/01/2004- 1.65 - 300 - - - 300
3171072012
2710412004 190 01/01/2005- 1.86 - 80 - - - 80
26/04/2014
27/04/2004 1.90  01/01/2006- 1.86 - 160 - - - 160
26/04/2014
27/04/2004 1.90  01/01/2007- 1.86 - 160 - - - 160
26/04/2014
07/02/2005 335 01/01/2007- 3325 - 200 - - - 200
06/02/2015
07/02/2005 3.35  01/01/2008- 3.325 - 400 - - - 400
06/02/2015
07/02/2005 3.35  01/01/2009- 3.325 - 400 - - - 400

06/02/2015
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Heta (8

(x)  (Contd) x) (&
Number of Share Options
BREHE
Closing
Price Price at Lapsed/
before exercise Outstanding  Granted Exercised  cancelled Outstanding
Date of  Exercise Exercise  date of date of  at 31 March during the during the during the  at 31 March
Name Grant Price Period grant options 2005 Year Year Year 2006
RERE RERE -2%if ZEEAE
R BA fi%8 ZR=1-B RAEE RAEE REEE ZA=t+-8
3 REBH  RE TRE  2ER ZBR  HATE ERT T A%/BE  HRTE
(HKS) (HKS) (HKS) ('000) (000) ('000) (000) (000)
(B7) (Br) (B7) () (F) () () ()
Mr. Wong Shun Pang 0171172002 1.65  01/01/2003- 1.65 - 100 - - - 100
&N & 31/10/2012
01/11/2002 1.65  01/01/2004- 1.65 - 200 - - - 200
3171072012
01/12/2003 2475 01/08/2005- 2425 - 100 - - (100) -
3011172013
01/12/2003 2475 01/01/2006- 2425 - 200 - - - 200
30/11/2013
01/12/2003 2.475  01/01/2007- 2.425 - 200 - - - 200
301172013
2710412004 190 01/01/2005- 1.86 - 160 - - - 160
2610412014
27104/2004 1.90  01/01/2006- 1.86 - 120 - - - 120
26/04/2014
27/04/2004 1.90  01/01/2007- 1.86 - 120 - - - 120
26/04/2014
07/02/2005 335 01/01/2007- 3325 - 200 - - - 200
06/02/2015
07/02/2005 3.35  01/01/2008- 3.325 - 400 - - - 400
06/02/2015
07/02/2005 3.35  01/01/2009- 3.325 - 400 - - - 400
06/02/2015
Ms. Ho Po Chu 07/02/2005 335 01/07/2005- 3325 - 800 - - - 800
DEY3 e 06/02/2015




The New Scheme (Cont’d) et & (&

(x)  (Cont'd) (x) (&)

Number of Share Options
BREHE

Closing
Price Price at Lapsed/
before exercise Outstanding  Granted Exercised  cancelled Outstanding
Date of  Exercise Exercise  date of date of  at 31 March during the during the during the  at 31 March

Name Grant Price Period grant options 2005 Year Year Year 2006
RERE HRERE -ZZIF ZEERE
RLAA %A ZA=+t-0 RAEE RAEE REAEE ZA=1-A
£ BHAE  fHE k3 A 2B’ HAGHE EET i &% /B08 HATE
(HKS) (HKS) (HKS) ('000) ('000) ('000) ('000) ('000)
(#7x) (&) (#7) (f) (f) (f) (f) (f)
(i) Other Eligible Participants
AHEERDER
Employees 22/05/2002 130 22/05/2002- 1.30 - 100 - - - 100
BT 12/08/2006
22/05/2002 130 22/05/2002- 1.30 3.25 200 - (100) - 100
21/05/2012
22/05/2002 130 22/05/2003- 1.30 3.25 100 - (100) - -
21/05/2012
01/11/2002 1.65  01/01/2003- 1.65 3.38 1,070 - (650) - 420
3171012012 (AVGTH)
01/11/2002 1.65  01/01/2004- 1.65 3.45 2,080 - (530) - 1,550
31/10/2012 (AVGT 1)
01/12/2003 2475 01/08/2005- 2.425 - 2,282 - - (2,282) -
301172013
01/12/2003 2475 01/01/2006- 2.425 2.97 4,554 - (120) (320) 4114
301172013 (AVGTH)
01/12/2003 2.475  01/01/2007- 2.425 - 4,524 - - (360) 4,164
301172013
27/04/2004 1.90  01/01/2005- 1.86 3.21 1,352 - (396) (60) 896
26/04/2014 (AVGT 1)
27/04/2004 1.90  01/01/2006- 1.86 2.95 510 - (150) - 360
26/04/2014
27/04/2004 1.90  01/01/2007- 1.86 - 280 - - - 280
26/04/2014
01/02/2005 3.5 01/01/2006- 3.15 - 1,090 - - (112) 978
31/01/2015
01/02/2005 3.15  01/01/2007- 3.15 - 2,180 - - (224) 1,956
31/01/2015
01/02/2005 3.5 01/01/2008- 3.15 - 2,180 - - (224) 1,956
31/01/2015
07/02/2005 3.35  01/07/2005- 3.325 - 1,800 - - - 1,800
06/02/2015
07/02/2005 3.35  01/01/2007- 3.325 - 880 - - - 880
06/02/2015
07/02/2005 3.35  01/01/2008- 3.325 - 1,760 - - - 1,760
06/02/2015
07/02/2005 3.35  01/01/2009- 3.325 - 1,760 - - - 1,760

06/02/2015
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Heta (8

(xi)  Details of share option movements during the period xi) RBEHFAENR_ZTZTFMNA—H=Z
between 1 April 2006 to 15 June 2006 under the NA+THBILEZEREZFSFITN
New Scheme are as follows: Nk

Number of Share Options
BREHE
Lapsed/
Granted  Exercised  cancelled
during the  during the  during the
Closing period from period from period from
Price Price at 1 April 1 April 1 April
before exercise  Outstanding 2006 to 2006 to 2006to  Outstanding
Date of Exercise Exercise  date of dateof  at31March 15 June 15 June 15 June at 15 June
Name Grant Price Period grant options 2006 2006 2006 2006 2006
R R iy
ZEE5RE ZEERE ZEERE
RERE RERE Z—ZE5XEMB-AE MA-HE MA-HE ZEEAXE
RiAA fi#8 =ZA=t-B ABTERA ~BTtEA A~ATER AATER
2] REBH %8 E8 2Bk ZER HAAE  ERT ff %%/BH WA
(HKS) (HKS) (HKS) (000) (000) (000) (000) (000)
(B7) (B1) (B7) (¥) () () (¥) (¥)
(i) Directors/Chief Executives
ESRERNHAR
Mr. Ho Cheuk Ming 07/02/2005 3.35  01/01/2007- 3325 - 280 - - - 280
GEL P 06/02/2015
07/02/2005 335 01/01/2008- 3325 - 560 - - - 560
06/02/2015
07/02/2005 335 01/01/2009- 3325 - 560 - - - 560
06/02/2015
Mr. Kwok Wing Kin, Francis 0171172002 1.65  01/01/2003- 1.65 - 50 - - - 50
IKEEE 3111012012
01/11/2002 1.65  01/01/2004- 1.65 - 750 - - - 750
3171012012
27/04/2004 190 01/01/2005- 1.86 - 160 - - - 160
26/04/2014
2710412004 190 01/01/2006- 1.86 - 320 - - - 320
26/04/2014
2710412004 190 01/01/2007- 1.86 - 320 - - - 320
26/04/2014
07/02/2005 335 01/01/2007- 3325 - 200 - - - 200
06/02/2015
07/02/2005 3.35  01/01/2008- 3.325 - 400 - - - 400
06/02/2015
07/02/2005 335  01/01/2009- 3.325 - 400 - - - 400

06/02/2015
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Het® (E)

(xi)  (Cont'd) xi) (&)
Number of Share Options
BREHE
Lapsed/
Granted  Exercised  cancelled
during the  during the  during the
Closing period from period from  period from
Price Price at 1 April 1 April 1 April
hefore exercise  Outstanding ~ 2006to 2006 to 2006to  Outstanding
Date of  Exercise Exercise  date of date of  at31March  15June 15 June 15 June at 15 June
Name Grant Price Period grant options 2006 2006 2006 2006 2006
] R ]
ZEERE ZBERE CZEERE
RERE RERE -3 EMA-AZ MA-AZ MA-BE —EExE
RABA fi#A =RA=t-B AATERA XATEA R#ATER AATEA
£ RIBE  fEE s 2Bk 2EB# WATE  ERT % X%/ AT
(HKS) (HKS) (HKS) (000) (000) (000) (000) (000)
(Bm) (Br) (Bm) () (f) (F) () ()
Mr. Lee Shu Ki 0171172002 165 01/01/2003- 1.65 - 200 - - - 200
FhuRL 31102012
01/1172002 1.65  01/01/2004- 1.65 - 300 - - - 300
31/10/2012
2710412004 190 01/01/2005- 1.86 - 80 - - - 80
260412014
2710412004 190 01/01/2006- 1.86 - 160 - - - 160
2600412014
2710412004 190 01/01/2007- 1.8 - 160 - - - 160
26/04/2014
07/02/2005 335 01/01/2007- 3325 - 200 - - - 200
06/02/2015
07/02/2005 335 01/01/2008- 3325 - 400 - - - 400
06/02/2015
07/02/2005 335 01/01/2009- 3325 - 400 - - - 400

06/02/2015
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Heta (8

(xi)  (Cont'd) xiy (&
Number of Share Options
BREHE
Lapsed/
Granted  Exercised  cancelled
during the  during the  during the
Closing period from period from  period from
Price Price at 1 April 1 April 1 April
hefore exercise  Outstanding ~ 2006to 2006 to 2006to  Outstanding
Date of  Exercise Exercise  date of date of  at31March  15June 15 June 15 June at 15 June
Name Grant Price Period grant options 2006 2006 2006 2006 2006
] R ]
ZEERE ZBERE CZEERE
RERE RERE -3 EMA-AZ MA-AZ MA-BE —EExE
BB fi#A =RA=t-B AATERA XATEA R#ATER AATEA
£ RIBE  fEE s 2Bk 2EB# WATE  ERT % X%/ HATE
(HKS) (HKS) (HKS) (000) (000) (000) (000) (000)
(#7) (#7) (%7 @ H @ 3
Mr. Wong Shun Pang 0171172002 1,65 01/01/2003- 1.65 2.95 100 - (100) - -
BIRERE 31102012
01/1172002 1.65  01/01/2004- 1.65 2.95 200 - (50) - 150
31/10/2012
01/12/2003 2475 01/01/2006- 2425 - 200 - - - 200
3011112013
01/12/2003 2475 01/0172007- 2425 - 200 - - - 200
3011172013
2710412004 190 01/01/2005- 1.8 - 160 - - - 160
26/04/2014
2710412004 190 01/01/2006- 1.86 - 120 - - - 120
260412014
2710412004 190 01/01/2007- 1.86 - 120 - - - 120
26/04/2014
07/02/2005 335 01/01/2007- 3325 - 200 - - - 200
06/02/2015
07/02/2005 335 01/01/2008- 3325 - 400 - - - 400
06/02/2015
07/02/2005 335 01/01/2009- 3325 - 400 - - - 400
06/02/2015
Ms. Ho Po Chu 07/02/2005 335 01/07/2005- 3325 - 800 - - - 800
TERRL 06/0212015
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HeEtE (&

(xi)  (Cont'd) xi)y (#&)
Number of Share Options
BREHR
Lapsed/
Granted  Exercised  cancelled
during the  during the  during the
Closing period from period from  period from
Price Price at 1 April 1 April 1 April
before exercise  Outstanding 2006 to 2006 to 2006to  Outstanding
Date of  Exercise Exercise  date of date of  at31March  15June 15 June 15 June at 15 June
Name Grant Price Period grant options 2006 2006 20(})}2 20(})52 2006
ZEERE ZBERE CEERE
RERE RERE -SEXEMNF-AZ MA-AZ MB-AE C-B%/%f
RHAA iR =B=t-A AATEZA ARTEA #ATER AATER
£ REEE  fRE R 2Bk 2B# WATE  EET g &H/BH HRTE
(HKS) (HKS) (HKS) (000) (000) ("000) (000) (000)
(Bm) (Bm) (Bm) () () () () ()
(i) Other Eligible
Participants
HRERSEE
Employees 22/05/2002 130 22/05/2002- 1.30 - 100 - - - 100
i 12/08/2006
2210512002 130 22/05/2002- 1.30 - 100 - - - 100
21/05/2012
01/1172002 1.65  01/01/2003- 1.65 288 420 - (100) - 320
3111012012
01/1172002 165 01/01/2004- 1.65 291 1,550 - (300) - 1,250
3111012012 (AVGT 1)
011212003 2475 01/01/2006- 2425 293 4114 - (480) - 3,634
3011172013 (AVGTF1)
01/12/2003 2475 01/01/2007- 2425 - 4164 - - - 4164
3011172013
2710412004 190 01/01/2005- 1.86 2.95 896 - (80) - 816
26/04/2014
2710412004 190 01/01/2006- 1.86 - 360 - - - 360
26/04/2014
2710412004 190 01/01/2007- 1.86 - 280 - - (40) 240
26/04/2014
01/02/2005 315 01/01/2006- 3.15 - 978 - - - 978
31/01/2015
01/02/2005 315 01/01/2007- 3.15 - 1,956 - - - 1,956
31/0172015
01/02/2005 315 01/01/2008- 3.15 - 1,956 - - - 1,956
3110172015
07/02/2005 335 01/07/2005- 3325 - 1,800 - - - 1,800
06/02/2015
07/02/2005 335 01/01/2007- 3325 - 880 - - - 880
06/02/2015
07/02/2005 335 01/01/2008- 3325 - 1,760 - - - 1,760
06/02/2015
07/02/2005 335 01/01/2009- 3325 - 1,760 - - - 1,760

06/02/2015
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A professional actuarial firm has been invited to perform a
valuation of the share options granted under the share
option schemes.

According to the Hong Kong Financial Reporting Standard
2 ("HKFRS2"), the cost of share based transactions should
be recognised as an expense over the period from the
date of grant until they are exercisable by the receiver of
such payment. The expense required to be reported for
share options granted on or before 31 March 2006 would
be estimated as follows:

Heta (8

—HEXHERAAERFEARRZBEK
EEENER -

REETEUBREENE - F
(THKFRS2)) - BEARAER B it B R0 2 F {8
A B S H M - B R
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— R A L B R T 2 4018 26
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Financial Year

B B B
2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 Total

a3t

P&L expenses (HK$'000) 768 4,718 7,311 3,379 1,511 436 18,123

Bamk b (T

There are several relevant measures that may be considered
to assess the financial impact of the share option schemes,
including the expense of share-based transactions under
generally accepted financial reporting standards (e.qg.,
HKFRS2). The expense of the share-based transactions
attributes the expense of share-based transaction over the
period from the original transaction date (i.e., grant date)
to the date when the recipient’s entitlement to the payment
has been fully realized (i.e., vested).

In assessing the value of the share options granted during
the year ended 31 March 2006 and the expense of share-
based transactions under HKFRS2 requirement, the Binomial
option pricing model (the “Binomial model”) has been
used. The Binomial Model is one of the generally most
accepted methods used to calculate the value of options
and expense of share-based transactions.

BREBBEFENAAIIAE EREFERE
BEEEMBREANEE  BENEE
BRAN RO 81 75 ¥R 5 1R 2 (MHKFRS2) N AR 47
SNMXSNERE - ERARS A
MR ZNHEEHAleERBEER AR (B
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HKFRS2#3 7€ T AR XN B S8R 2
LB FERA—EAAREEgER ([ZEAE
X)) FHE o [ZIEANEX] Dt EBEREE
BEEARNEINORSINEBILERAEER
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The New Scheme (Cont’d)

The parameters of the Binomial Model include the risk
free rate, dividend yield, exit rate and trigger price multiple.
The risk free rate has made reference to the yield Exchange
Fund Notes as at the grant date. The dividend yield makes
reference to the dividend history and it is assumed that
the grantee will exercise the option in accordance with
their sub-optimal exercise policy.

There is no provision for pre-emptive rights under the
Company’s Bye-laws and there was no restriction against
such rights under the laws of Bermuda.

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
page 207 of this annual report.

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed
during the Year.

Particulars of the subsidiaries of the Company are set out
in Note 16 to the Accounts.

Particulars of bank loans and overdrafts of the Group as
at 31 March 2006 are set out in Notes 24 to the Accounts.

Het® (E)
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The Directors who held office during the Year and up to
the date of this report are:

Executive Directors

Mr. Ho Cheuk Fai (Chairman & Chief Executive Officer)
Mr. Ho Cheuk Ming (Deputy Chairman &
Chief Operating Officer)
Mr. Kwok Wing Kin, Francis (Deputy Chairman)
Mr. Lee Shu Ki
Mr. Wong Shun Pang
Mr. Tam Wing Hung (Resigned on 13 February 2006)

Independent Non-executive Directors

Mr. So Wai Chun
Mr. Chan Sui Sum, Raymond
Mr. Fong Hoi Shing

The Independent Non-executive Directors are appointed
for specific terms and hold office until 30 June 2006, 4
February 2007 and 6 December 2006 respectively, subject
to extension.

In the spirit of good corporate governance practices, Mr.
Ho Cheuk Fai, the chairman of the Board, will voluntarily
retire from office at the forthcoming annual general
meeting notwithstanding that he is not required by the
Bye-laws of the Company to do so. In accordance with
Bye-Law 87 of the Company’s Bye-Laws, Messrs. Ho Cheuk
Ming and Lee Shu Ki will retire from office by rotation at
the forthcoming annual general meeting. All such Directors,
being eligible, offer themselves for re-election.
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None of the Directors who are proposed for re-election at
the forthcoming annual general meeting has a service
contract with the Company which is not terminable by the
Company within one year without payment of
compensation, other than statutory compensation.

No contracts of significance to which any of the Group
companies was a party and in which a Director was
materially interested, either directly or indirectly, subsisted
at the end of the Year or at any time during the Year.

Upon the expiry of the previous lease agreement on 17
November 2005, a new lease agreement (the “Lease
Agreement”) dated 16 November 2005 was entered into
between Kings Lion Development Limited (“Kings Lion”)
as landlord and Karrie Industrial Company Limited (”Karrie
Industrial”), a wholly-owned subsidiary of the Company,
as tenant for the lease of a portion (being 26,573 square
feet in gross floor area) of 9th Floor, Southeast Industrial
Building, 611-619 Castle Peak Road, Tsuen Wan, New
Territories together with two car parking spaces in the
same building at a monthly rental of HK$111,607 (that is,
at approximately HK$4.2 per square foot) for a term of
two years commencing on 18 November 2005.

Kings Lion is a connected person of the Company under
Chapter 14A of the Listing Rules for the reason that Mr.
Ho Cheuk Fai, a Director of the Company, together with
his wife, control 100% of the voting power in general
meeting and also control the board of Kings Lion. The
transaction therefore constitutes a continuing connected
transaction under Rule 14A.34 of the Listing Rules. Details
of the transaction are set out in the announcement dated
16 November 2005 issued to the shareholders of the
Company.
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The Independent Non-executive Directors have reviewed
the transaction and confirmed that the transaction has
been entered into by the Group in the ordinary and usual
course of its business and on normal commercial terms
which are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The auditors of the Company have reviewed the
transaction, and have confirmed in a letter to the Directors
stating that the transaction had been approved by the
Board, was entered into in accordance with the terms of
the Lease Agreement and had not exceeded the cap
disclosed in the announcement of the Company dated 16
November 2005.
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As at 31 March 2006

The interests of the Directors and chief executive in the

shares and the underlying 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

R-CEENF=ZFA=+—H

ARABSEERBZERITRABEARRTF (K
HizE) (B A EHRBE G

([€FE %

RGO BAFRETEELRA

ARRBH KD EIS2ETFE 2 BEMAH
BN BT AREFRITES
% PEBETA) EMB AR T RE R 2
EAMT

(F)

RART z#EH

Number of ordinary shares of HK$0.10 each

FREE0.I0ET 2 EERUE
Corporate/ % of issued
Personal Family Other Total share
interests interests interests interests capital
BARZ ZEEs HttEz ARz B
Mr. Ho Cheuk Fai ERCS: T 5,830,000 209,650,000 172,200,000 215,480,000 52.49
(Note 1) (Note 2)
(ff s —) (M&=)
Mr. Ho Cheuk Ming A 2B 5 A 8,100,000 - 172,200,000 180,300,000 43.92
(Note 3) (Note 2)
(M=) (M=)
Mr. Kwok Wing Kin, oK ER LA 3,300,000 - - 3,300,000 0.80
Francis (Note 4)
(B sE )
Mr. Lee Shu Ki FRBELE 3,300,000 - - 3,300,000 0.80
(Note 5)
GG
Mr. Wong Shun Pang =B L & 2,610,000 - - 2,610,000 0.64
(Note 6)
(HE75)
Mr. Fong Hoi Shing iy e 2,000 - - - 0.00
Ms. Ho Po Chu MEBRL T 37,450,000 178,030,000 172,200,000 215,480,000 52.49
(Note 7) (Note 7) (Note 2)
(Met)  (fE+) (M&=)




(A)

Interests in the Company (Cont’d)

Notes:

1.

The personal interests of Mr. Ho Cheuk Fai comprise
5,830,000 ordinary shares. Mr. Ho Cheuk Fai is
deemed to be interested in (a) 37,450,000 shares held
by his spouse, Ms. Ho Po Chu, as beneficial owner
and (b) 172,200,000 shares in which his children
under 18 are interested. Such 172,200,000 shares in
which his children under 18 are interested are
duplicated with his interests as a founder of the Ho
Cheuk Fai Family Trust (“HCF Trust”) in the same
block of shares referred to in Note 2 below.

172,200,000 shares are held by Pearl Court Company
Limited (“Pearl Court”) as trustee for a unit trust, the
HCF Trust. Mr. Ho Cheuk Fai is deemed to be
interested in these 172,200,000 shares as founder of
the HCF Trust. Ho Po Chu is interested in these
172,200,000 shares by virtue of the fact that (a) she
controls or exercises the control of one-third or more
of the voting power at general meetings of Pearl
Court; (b) she holds one unit in the HCF Trust; and
(c) she is one of the discretionary objects of a
discretionary trust known as Ho Wai Leung Memorial
Trust (“HWL Trust”), the trust property of which
comprises 9,999 units in the HCF Trust and in which
Ms. Ho Po Chu, Mr. Ho Cheuk Ming and Mr. Ho
Cheuk Fai’s children under 18 are the discretionary
objects. These 9,999 units of HCF Trust are held by
HSBC International Trustee Limited (“HITL") as trustee
for HWL Trust. Therefore, the interests of Mr. Ho
Cheuk Fai, Ms. Ho Po Chu, their children under 18
and Mr. Ho Cheuk Ming in the 172,200,000 shares
are duplicated with each other.

The personal interests of Mr. Ho Cheuk Ming comprise
6,700,000 ordinary shares and 1,400,000 outstanding
share options.

The personal interests of Mr. Kwok Wing Kin, Francis
comprise 700,000 ordinary shares and 2,600,000
outstanding share options.

The personal interests of Mr. Lee Shu Ki comprise
1,400,000 ordinary shares and 1,900,000 outstanding
share options.

The personal interests of Mr. Wong Shun Pang
comprise 510,000 ordinary shares and 2,100,000
outstanding share options.

The personal interests of Ms. Ho Po Chu comprise
36,650,000 ordinary shares and 800,000 outstanding
share options. Ms. Ho Po Chu is also deemed to be
interested in (a) 5,830,000 shares held by her spouse,
Mr. Ho Cheuk Fai, as beneficial owner and (b)
172,200,000 shares in which her children under 18
are interested. Such 172,200,000 shares in which her
children under 18 are interested are duplicated with
her interests in the same block of shares referred to
in Note 2 above.
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(B) Interests and short positions in associated (Z) REBEiE 2R

corporations

(i) Karrie Industrial Company Limited (“KICL") () = HEB BRI A]

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

BREE10ET2ERFRECRGHE

% of % of
Corporate/ issued issued
Family Other Total share Short share
interests  interests  interests capital  Positions capital
EEERY BR Bk
ZEELR HttEZ A/ER B e BAt
Mr. Ho Cheuk Fai 43,000 43,000 43,000 85.98% 43,000 85.98%
e 18 4 4 (Note 1) (Note 1) (Note 3) (Note 1) (Note 3)
(=) (fEE—) (M=) (ME—-)  (fE=)
Ms. Ho Po Chu 7,000 7,000 7,000 13.99% 7,000 13.99%
MEHL+ (Note 1) (Note 1) (Note 2) (Note 1) (Note 2)
(=) (fEE—) (ReEz)  (ME—)  (fED)
(i) Karpo Technologies Limited (“KTL") (i) ZERHEERAG
Number of non-voting deferred shares of HK$100 each
BREE10ETCERERELRDEAE
% of % of
Corporate/ issued issued
Family Other Total share Short share
interests  interests  interests capital  Positions capital
EEERY BR Bk
ZEELR HttEZ A/ER B e BAt
Mr. Ho Cheuk Fai 10,000 10,000 10,000 99.90% 10,000 99.90%
e 18 4 4 (Note 1) (Note 1) (Note 3) (Note 1) (Note 3)
(sE—)  (HE—) (=)  (WaE—)  (E=)




(B)

(iif)

Interests and short positions in associated
corporations (Cont’d)

Karrie Industrial Holdings Limited (“KIHL")

(Z2) REBEE 2 #RE (B)

(iii)  Karrie Industrial Holdings Limited

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

BREBIETZERRREELROBE

% of % of

Corporate/ issued issued

Personal Family Other Total share Short share

interests interests interests interests capital Positions capital

rEESER R R

BAELZ ZEBREz HtEz S5Ez BOl KB Bok

Mr. Ho Cheuk Fai 1 1 1 1 8.33% 1 8.33%
] 18 18 5k & (Note 1) (Note 1) (Note 4)  (Note 1)  (Note 4)
(frsE—) (MiEE—) (PaEm) (MsE—)  (KIsEm)

Ms. Ho Po Chu 1 1 1 1 8.33% 1 8.33%
MEHKRZ L (Note 1) (Note 1) (Note 4)  (Note 1)  (Note 4)
(frsE—) (MiEE—) (PaEm)  (MsE—)  (FIsrm)

Notes: B aE -

1. Karrie International (B.V.I.) Limited ("KIBVI"), a direct — »  Karrie International (B.V.l.) Limited
wholly-owned subsidiary of the Company, has been ([KIBVI]) » AAF 2 HE2E KB
granted options to acquire from Mr. Ho Cheuk Fai NE EERTRI %f VA 58 B {a] J=2 12
and Ms. Ho Po Chu their non-voting deferred shares P90 A M ] 2 2R 22 = R KICL, KTLE
in each of KICL, KTL and KIHL. Accordingly, KIBVI is KIHLFT 5 7 #0 4 35 2 48 3 3 AR 1 -
taken to be interested in these non-voting deferred HAMEELEMNERLZ TR L
shares in respect of which Mr. Ho Cheuk Fai and Mr. MR TABEMSEEEFB
Ho Po Chu have each created short positions. In KB KIBVIER B ZF R M 2 E
addition, by virtue of (i) their interests in the Company; wme BE REM(R) IRARAZ
and (ii) the interests of their children under 18 in the m] R B R E 18 N HF
Company, as referred to in Notes 1, 2 and 7 under TREBARARARZER  AEELEE
the section headed "(A) Interests in the Company” M{a] B IR 22 + & B # 18 A A KIBVI
above, Mr. Ho Cheuk Fai and Ms. Ho Po Chu are FRERO 2 ER -  ZEERRA
each deemed to be interested in the long positions EARBEERNDOERDBEE
that KIBVI has in these non-voting deferred shares. o

Such interests are duplicated with their personal
interests in these non-voting deferred shares.

The entire issued share capital of KICL comprises
50,000 non-voting deferred shares of HK$100 each
and 10 ordinary shares of HK$100 each.

The entire issued share capital of KTL comprises
10,000 non-voting deferred shares of HK$100 each
and 10 ordinary shares of HK$100 each.

The entire issued share capital of KIHL comprises 2
non-voting deferred shares of HK$1 each and 10
ordinary shares of HK$1 each.
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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 and short positions in the shares and the
underlying shares of the Company or any of its associated
corporations as defined in the SFO as at 31 March 2006.

As at 15 June 2006

The interests of the Directors and chief executive in the
shares and the underlying 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:

B £ X R R IE e Bt AT & R P R 51
REE STBRABSHEBEAFR
EERF=_RF =T —HERRQF A
A (xR GESFGRDD) i RAEERND
TEEETAEA KRB - AEKEAmE

3L M A
mBKE ©

R-ZFEENFANATEA

ARRIZEERERTRABEART (K
HigzE) (B RAC(EHFRBE KD
([CEHEOID)) AP HER W E BELRA
NEIRBEHIEDIE3IS26MIFE 2 SR MAT
BHoED  IRBE(ETRARESETES
RHEMZESFANEMERNR A ML
BT



(A)

Interests in the Company

(8)

RARQ Tz EH

Number of ordinary shares of HK$0.10 each
BREEI10ETZEERREA

Corporate/ % of issued
Personal Family Other Total share
interests interests interests interests capital
EEREES R
BARER ZEES Hit = Rt ER BAL
Mr. Ho Cheuk Fai EFch-Fa 5,830,000 209,650,000 172,200,000 215,480,000 52.35
(Note 1) (Note 2)
(P& —) (Pt & =)
Mr. Ho Cheuk Ming CEEEES 8,100,000 - 172,200,000 180,300,000 43.80
(Note 3) (Note 2)
(Pt 5E =) (P& =)
Mr. Kwok Wing Kin, ok B k& 3,300,000 - - 3,300,000 0.80
Francis (Note 4)
(Pft 7 79)
Mr. Lee Shu Ki FRIEEE 3,300,000 - - 3,300,000 0.80
(Note 5)
(Pt 52 1)
Mr. Wong Shun Pang =IRNE % & 2,610,000 - - 2,610,000 0.63
(Note 6)
(i EE75)
Mr. Fong Hoi Shing 78 k& 2,000 - - - 0.00
Ms. Ho Po Chu MEHZ L 37,450,000 178,030,000 172,200,000 215,480,000 52.35
(Note 7) (Note 7) (Note 2)
(Bt 3 +) (P &) (Pt & =)




(A)

Interests in the Company (Cont’d)

Notes:

1.

The personal interests of Mr. Ho Cheuk Fai comprise
5,830,000 ordinary shares. Mr. Ho Cheuk Fai is
deemed to be interested in (a) 37,450,000 shares held
by his spouse, Ms. Ho Po Chu, as beneficial owner
and (b) 172,200,000 shares in which his children
under 18 are interested. Such 172,200,000 shares in
which his children under 18 are interested are
duplicated with his interests as a founder of the Ho
Cheuk Fai Family Trust (“HCF Trust”) in the same
block of shares referred to in Note 2 below.

172,200,000 shares are held by Pearl Court Company
Limited (“Pearl Court”) as trustee for a unit trust, the
HCF Trust. Mr. Ho Cheuk Fai is deemed to be
interested in these 172,200,000 shares as founder of
the HCF Trust. Ho Po Chu is interested in these
172,200,000 shares by virtue of the fact that (a) she
controls or exercises the control of one-third or more
of the voting power at general meetings of Pearl
Court; (b) she holds one unit in the HCF Trust; and
(c) she is one of the discretionary objects of a
discretionary trust known as Ho Wai Leung Memorial
Trust (“HWL Trust”), the trust property of which
comprises 9,999 units in the HCF Trust and in which
Ms. Ho Po Chu, Mr. Ho Cheuk Ming and Mr. Ho
Cheuk Fai’s children under 18 are the discretionary
objects. These 9,999 units of HCF Trust are held by
HSBC International Trustee Limited (“HITL") as trustee
for HWL Trust. Therefore, the interests of Mr. Ho
Cheuk Fai, Ms. Ho Po Chu, their children under 18
and Mr. Ho Cheuk Ming in the 172,200,000 shares
are duplicated with each other.

The personal interests of Mr. Ho Cheuk Ming comprise
6,700,000 ordinary shares and 1,400,000 outstanding
share options.

The personal interests of Mr. Kwok Wing Kin, Francis
comprise 700,000 ordinary shares and 2,600,000
outstanding share options.

The personal interests of Mr. Lee Shu Ki comprise
1,400,000 ordinary shares and 1,900,000 outstanding
share options.

The personal interests of Mr. Wong Shun Pang
comprise 660,000 ordinary shares and 1,950,000
outstanding share options.

The personal interests of Ms. Ho Po Chu comprise
36,650,000 ordinary shares and 800,000 outstanding
share options. Ms. Ho Po Chu is also deemed to be
interested in (a) 5,830,000 shares held by her spouse,
Mr. Ho Cheuk Fai, as beneficial owner and (b)
172,200,000 shares in which her children under 18
are interested. Such 172,200,000 shares in which her
children under 18 are interested are duplicated with
her interests in the same block of shares referred to
in Note 2 above.
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(B) Interests and short positions in associated () REBIEZER

corporations

(i) Karrie Industrial Company Limited (“KICL") (i) EHERBRIA]

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

BREE10ET2ERFRECRGHE

% of % of
Corporate/ issued issued
Family Other Total share Short share
interests  interests  interests capital  Positions capital
EEERY BR Bk
ZEELR HttEZ A/ER B e BAt
Mr. Ho Cheuk Fai 43,000 43,000 43,000 85.98% 43,000 85.98%
e 18 4 4 (Note 1) (Note 1) (Note 3) (Note 1) (Note 3)
(=) (fEE—) (M=) (ME—-)  (fE=)
Ms. Ho Po Chu 7,000 7,000 7,000 13.99% 7,000 13.99%
MEHL+ (Note 1) (Note 1) (Note 2) (Note 1) (Note 2)
(=) (fEE—) (ReEz)  (ME—)  (fED)
(i) Karpo Technologies Limited (“KTL") (i) ZEFEERAA
Number of non-voting deferred shares of HK$100 each
BREE10ETCERERELRDEAE
% of % of
Corporate/ issued issued
Family Other Total share Short share
interests  interests  interests capital  Positions capital
EEERY BR Bk
ZEELR HttEZ A/ER B e BAt
Mr. Ho Cheuk Fai 10,000 10,000 10,000 99.90% 10,000 99.90%
e 18 4 4 (Note 1) (Note 1) (Note 3) (Note 1) (Note 3)
(sE—)  (HE—) (=)  (WaE—)  (E=)




(B)

(iif)

Interests and short positions in associated

corporations (Cont’d)

Karrie Industrial Holdings Limited (“KIHL") (iif)

(2) REBLIEZER (&)

Karrie Industrial Holdings Limited

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

SREEIBIZEREEEERDYE
% of % of
Corporate/ issued issued
Personal Family Other Total share Short share
interests  interests  interests  interests capital  Positions capital
EERERR FR BR
BAERZ ZEEZ HitERz SHED BAl RE Bk
Mr. Ho Cheuk Fai 1 1 1 1 8.33% 1 8.33%
a5 (Note 1) (Note 1) (Note 4)  (Note 1)  (Note 4)
(faE—) (&) (Faxm)  (fsE—)  (Em)
Ms. Ho Po Chu 1 1 1 1 8.33% 1 8.33%
MEHRRT L (Note 1) (Note 1) (Note 4) (Note 1) (Note 4)
(fsx—)  (Ba—) (Fsrm)  (BsE—)  (FEm)

Notes: Bt 5

1. Karrie International (B.V.I.) Limited ("KIBVI"), a direct - Karrie International (B.V.l.) Limited
wholly-owned subsidiary of the Company, has been (TkiBVl) » AnFlz EEZEMBR
granted options to acquire from Mr. Ho Cheuk Fai A R TRBEAREMISIES
and Ms. Ho Po Chu their non-voting deferred shares AE A fA] B 3R 22 £ AYKICL, KTLR KIHL
in each of KICL, KTL and KIHL. Accordingly, KIBVI is PIRAMERERELERD - AR
taken to be interested in these non-voting deferred (IS S A AN B IR 2 £ A Ll Py
shares in respect of which Mr. Ho Cheuk Fai and Mr. ETRBEMEAELAMZHK
Ho Po Chu have each created short positions. In B KIBVIZRFAZF R 2 o
addition, by virtue of (i) their interests in the Company; BE  RER(R) [RARAZH#
and (ii) the interests of their children under 18 in the @l EAM AR E185 A TH T X
Company, as referred to in Notes 1, 2 and 7 under FAANRA 2 ([ E % LM
the section headed "(A) Interests in the Company” MERL T2 B KA ST AKBVIF
above, Mr. Ho Cheuk Fai and Ms. Ho Po Chu are S 2 e o xFEm R
each deemed to be interested in the long positions ARBERNWOERTBEED -
that KIBVI has in these non-voting deferred shares.

Such interests are duplicated with their personal
interests in these non-voting deferred shares.

2. The entire issued share capital of KICL comprises - 38 M 2 an B 3 17 B 17 B 50,0008 &
50,000 non-voting deferred shares of HK$100 each MR EE 10078 JT 2 M1 =R I AL 1)
and 10 ordinary shares of HK$100 each. 100 F AR E 1E 100748 7T 2 & @ AR ik

MR -

3. The entire issued share capital of KTL comprises = ERRD TN M 10,0008 5
10,000 non-voting deferred shares of HK$100 each P (8110078 JT 2 8 1% R AR ST AR {7
and 10 ordinary shares of HK$100 each. K 108 G IR E (B 10078 7T < F AR AR

A RK o

4. The entire issued share capital of KIHL comprises 2 M9 KIHLE #1710 B 2 AR E (E 178

non-voting deferred shares of HK$1 each and 10 T ERERELERD R10RER

ordinary shares of HK$1 each.



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 and short positions in the shares and the
underlying shares of the Company or any of its associated
corporations as defined in the SFO as at 15 June 2006.

None of the Directors had any interest in any business
which competes with the business of the Group.

As at 31 March 2006

The interests or short positions of the persons (other than
a Director or Chief Executive of the Company) in the shares
or underlying shares of the Company as recorded in the
register of interests kept by the Company under section
336 of the SFO are as follows:

B £ XX R R IE [ Bt AT &) P R 51
REF BTBABHEBEAFR
TZERFARNATRBERR A SCHEFH

B (xR GEFGLN)) ki R EREE N, +
BERATAEA KRB AESHMbER

KR -

ARREEEZMEEAKEBNHEFZE
B A Ef s -

KR-FEAFZA=+—A

UTFAT (FREEFRAARZRETH
AB) A ARD TR B AR IR AR o 7 1R 4
AARRGE S0 BI36HEE 2 RSB
Sl

Number of ordinary shares of HK$0.10 each

EREEIIBTZEERYA

Personal Corporate/ Shareholding

Name of Shareholder interests  Other interests percentage
EEERER

RERE®E 8 A= Hitb 58 BREDL

Pearl Court 172,200,000 41.95%

(Note 1 Fff 5 —)

HITL - 172,200,000 41.95%
(Note 1 Fff 5 —)

Cheah Cheng Hye #1585t & - 41,020,000 9.99%
(Note 2/f5F =)

Value Partners Limited (“VPL") - 41,020,000 9.99%

(Note 2/f5F =)




Notes:

1. These 172,200,000 shares are held by Pearl Court as trustee
for HCF Trust. HITL is deemed to be interested in these
172,200,000 shares held by Pearl Court by virtue of the fact
that 9,999 of 10,000 units of HCF Trust are held by HITL as
trustee for HWL Trust.

2. VPL is interested in 41,020,000 shares in the capacity of
investment manager. Mr. Cheah Cheng Hye is interested in
the same block of shares by virtue of his 32.77% shareholding
in VPL.

Save as disclosed above, as at 31 March 2006, 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 the Shares” above, had registered
an interest or short position in the shares and underlying shares
of the Company that was required to be recorded pursuant to
section 336 of the SFO.

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

As disclosed in 2004/05 Interim Report, on 22 November
2004, the Company received a written statement (the
“Statement”) dated 22 November 2004 from 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.

B &E

— ~  #Z%172,200,000/% i% 15 H Pearl Court{E A
HCF Trustz Z5EAR B  HITUR R A% B %
% M Pearl Court# A 2 172,200,0000% f% 15
2D EAHITLERHWL Trustz 5 A
#5745 10,0001 HCF Trust® {i7 & 2 9,999 &
fi o

o

— - VPLIEEAREKIEEHF41,020,000% A% 17
RREHE B AT B VPL32.77% 2 B HE -
MU M AR B A %2 5 41,020,0000% B 19 B9

% -
BEXREERBSTHABR[EERE
BITBRABZBROERIPEREN R -F

ZERF=ZRA=1+—H  IEBALFREGE
FIEPI) F£336FELENARE 2B &
BRI s SR B RD 8

EFEgRMBARIEAMELATHE

BRE—ZFZTN/ "STHFHBFEZHEE - &
ARRZETOF+—-—AZ+ZBKIR
A Al —F Z IR E Pearl Court Company
Limited ([Pearl Court]) W —HHHEH A -F
ENFE+—A -+ _HzZ@EBEM([Z2@
PRt |) o Pearl CourtiF A AR AR EREE
0.10/ 7T 2 & @A $£172,200,0008% °



In the Statement, Pearl Court confirmed that, as at 22
November 2004, it had not created or caused to be created
nor were 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 had further undertaken to the
Company that it would inform the Board within 7 calendar
days before the Company published its results
announcements for any year, half-year, quarterly or any
other interim period as to whether any of its interests in
the Company was encumbered by any Encumbrances as at
the date of notification, provided that Pearl Court would
have the right to terminate such notification arrangement
by giving to the Board a notice in writing not less than
one month immediately preceding the deadline for the
Company to publish an announcement for its results for
any year, half-year under the Listing Rules, or 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 of Hong Kong Limited 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.

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.

RZEMMMRIMA » Pearl CourtfEREZE -
EZNE+—A-+-_BEBERLKLTE
B E#Ez  WEKRIHESIMERILE
MEEBEZERL S EBREETERREF
BigiE - EE - BERE - BE-RBH
ELEEER YREaXETNFE=EE
ML RE (RBIEEABYE])  Pearl Court
IMEH &S - B 3EPearl CourtiA AR A LA
FE ¥FE FEXIERNEMPHES
DR RPBETIEAEEBAGLESS
AR EIEZ LN - B R AR T RKH
EMFE  F¥FE - FTELEMRE AP H
XEAHZAERANMERRAEHBELA
ARMEeEAREEA G EEmMI R E
EBEMIE N o Pearl Court[d B IRIREAR D
ANENEESERAAEMN T ABEEEL
BERTHBIAEAR  WHELEERTIE
RARNE 2 FRIFHFERN R AEARQ
RAIZFE - ¥FE  FTENEAMHEMPH

ETNBEARGETLEMRNZEEERET
T (REBREEMAAFE13.00F 2 —KE
BEEMT) 2 E|Pearl CourtZ#FE A
ExeenNFERRTHERE  FE - F
FE FEXTAEMPEBAEELMHAT
BEHBEFR - BN B E|Pearl Courtd it
B EF2Ne T E-AEIIAMIN
i



Subsequently, on 3 March 2006, (being five days before
the 2005/06 3rd Quarterly Results Announcement) and 23
June 2006, Pearl Court notified the Company in writing
that it had not pledged any of its interests in the ordinary
shares of the Company as at both 3 March 2006 and 23
June 2006 respectively. As at 23 June 2006, the number
of ordinary shares of HK$0.10 each of the Company held
by Pearl Court was 172,200,000 shares.

In addition, Pearl Court also notified the Company in the
same notice dated 23 June 2006 that it would terminate,
with effect from 2006/07 1st Quarterly Results
Announcement, the arrangement of informing the Board
as of whether it has not created or caused to be created
any Encumbrances in respect of any of its interests in the
Company.

The percentages of purchases and sales for the year ended
31 March 2006 attributable to the Group’s major suppliers
and customers are as follows:

Purchases
The largest supplier 24%
Five largest suppliers combined 48%
Sales
The largest customer 38%
Five largest customers combined 85%

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.

BE{& Pearl Courtmp BN —ZZEE R F=H=H
(=2 R TR FEF=FTEEQMA
AR)EZEZERFANA-Z+=8 " UEEA
BHARA  BHE_ZEZEF=ZA= H&
—EERFEFNAFT=ZBE#HBEARR
AR 2 s I[/xﬁfﬁtﬁﬁﬂﬂxfﬁﬁ#ﬁ °
RZEZRFNAZ+=H - Pearl Court#
EARAREREBEIOETZEBRZH
B £172,200,0008% °

il

Itk SN - Pearl Court MR —EZENFRNA=-T
—HHNEEBAMAREHEERE HIZFE
%A/gtigig% FZEEBEQM
R = 1B AR R AR Pearl Court R AN A
ABBCEMARAIEZR BERILKE
SIMBRUANERAEZBANEERESR
B o

>

}
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The register of members of the Company will be closed
from Monday, 31 July 2006 to Friday, 4 August 2006
(both dates inclusive) during which period no transfer of
shares will be registered. In order to qualify for the
proposed final dividend and special dividend, all properly
completed transfer forms accompanied by the relevant
share certificates must be lodged with the Company’s
Branch Registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited, Room 1712-6, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong not later than 4:00 p.m. on Friday, 28 July 2006.

As at the date of this annual report, based on public
information available to the Company and to the best
knowledge of the Directors, the Company maintained
sufficient public float, being 25% of the issued share capital
of the Company as required under the Listing Rules.

The Accounts have been audited by Messrs.
PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment.

On behalf of the Board

Ho Cheuk Fai
Chairman

Hong Kong, 29 June 2006
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PRICEWATERHOUSE(COPERS

BB SR AT

(Incorporated in Bermuda with limited liability)

We have audited the accounts on pages 124 to 206 which
have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

The Company'’s Directors are responsible for the preparation
of accounts which give a true and fair view. In preparing
accounts which give a true and fair view it is fundamental
that appropriate accounting policies are selected and
applied consistently.

It is our responsibility to form an independent opinion,
based on our audit, on those accounts and to report our
opinion solely to you, as a body, in accordance with section
90 of the Companies Act 1981 of Bermuda, and for no
other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of
this report.

PricewaterhouseCoopers
22nd Floor, Prince’s Building
Central, Hong Kong

(RERZAMA L2 ERAF)
AIZBEE TR EBEZTEHNRE1242 5206
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. An audit includes
examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts. It also includes
an assessment of the significant estimates and judgements
made by the Directors in the preparation of the accounts,
and of whether the accounting policies are appropriate to
the circumstances of the Company and of the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence
to give reasonable assurance as to whether the accounts
are free from material misstatement. In forming our opinion
we also evaluated the overall adequacy of the presentation
of information in the accounts. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion the accounts give a true and fair view of
the state of affairs of the Company and of the Group as
at 31 March 2006 and of the profit and cash flows of the
Group for the year then ended, and have been properly
prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 June 2006
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2006 2005
ZBERE _—ZTTHF
Note HK$'000 HK$'000
B & FERT FHET
(Restated)
(&)

Turnover EERE 6 3,592,741 2,563,190
Cost of sales iR PN (3,211,354) (2,245,224)
Gross profit E A 381,387 317,966
Other operating income H A 42 & A 6 14,628 12,311
Distribution and selling expenses HIENIHEER (31,153) (30,543)
General and administrative expenses —RERTHRER (136,195) (121,004)
Operating profit 5 7 228,667 178,730
Share of loss of an associated company &l B & A 5] E5 18 - (10,234)
Finance costs B 7% A AN 8 (24,531) (8,720)
Profit before taxation B 7% Al e A 204,136 159,776
Taxation I8 9 (17,757) (13,203)
Profit attributable to equity RARIREREEB A

holders of the Company & 1 % | 186,379 146,573
Earnings per share for profit BARARIRERE

attributable to the equity holders AN F R EAG & M 5T

of the Company during the year B2 BRERERN

(expressed in HK cents) (LA AL ET)

~ Basic — &R 11 45.5 36.2

~ Diluted —#E 11 45.1 35.8
Dividends ix 2 12 102,830 85,920




Group Company
33 AL
2006 2005 2006 2005
—BERF _TTRF ZBERF TEAF
Note HK$'000 HK$'000 HK$'000 HK$'000
P & TER TET TER FTET
(Restated) (Restated)
(E31) (E31)
ASSETS BE
Non-current assets ERBEE
Property, plant and ME - BE
equipment e 15 232,038 213,409 - —
Leasehold land and land HETHR
use rights T A 14 48,560 11,868 - =
Deposit for land use rights T ERERS - 13,292 - -
Investment in N IlEING
subsidiaries ZRE 16 - - 415,592 398,660
Deferred tax assets EEREEE 26 847 3,987 - —
281,445 242,556 415,592 398,660
Current assets MEBEE
Inventories BB 18 339,828 440,013 - -
Trade receivables g 5 YR X 19 605,098 560,081 - -
Prepayments, deposits and BR®K - BZER
other receivables Hh UK bR K 22,721 22,618 231 200
Cash and bank balances Be RRITER 20 323,466 352,665 215 680
1,291,113 1,375,377 446 880
Total assets BEHLE 1,572,558 1,617,933 416,038 399,540
EQUITY Ea
Capital and reserves attributable &2 B EH A
to the Company’s equity AEGERAE
holders K&
Share capital AR AR 21 41,051 40,777 41,051 40,777
Reserves 8 23 485,147 375,154 358,485 344,924
526,198 415,931 399,536 385,701
Minority interest LERRE R 424 424 - -
Total equity EmeE 526,622 416,355 399,536 385,701




Group Company
rEE VNG|
2006 2005 2006 2005
ZEERE _—ZTTRFE ZEERE _TIThHF
Note HK$'000 HK$'000 HK$'000 HK$'000
B 5% THEx TET TER FTET
(Restated) (Restated)
(E5) (E5)
LIABILITIES BfE
Non-current liabilities FREBDEE
Long-term bank borrowings, ~ RHIE/TEE -
secured A i 24 148,625 89,375 - -
Provision for long service RERBE2
payments b3 25 5,977 7,369 - -
Deferred tax liabilities BEHERE 26 9,876 10,000 - -
164,478 106,744 - -
Current liabilities mEaE
Short-term bank borrowings,  EHIRITEE -
secured B HE A 24 286,417 495,829 - =
Finance lease obligations, MEHEET
current portion B EA 2 1 27 - 1,091 - =
Trade and bills Z S EMIRE
payables kRE 28 429,996 446,601 - -
Accruals and other payables EHEBERARAE
1 F& 15 1R 3K 153,276 126,300 16,391 13,808
Receipts in advance T8 U 1R 2X 10,180 16,287 - =
Taxation payable JE& M A 1,589 8,726 11 31
881,458 1,094,834 16,502 13,839
Total liabilities BELE 1,045,936 1,201,578 16,502 13,839
Total equity and liabilities BELkBELEE 1,572,558 1,617,933 416,038 399,540
Net current assets/ RBEEFRE/
(liabilities) (BfR) 409,655 280,543 (16,056) (12,959)
Total assets less current liabilities #2 & E 5 8 & & 691,100 523,099 399,536 385,701

Ho Cheuk Fai
1= 8
Director

S

Kwok Wing Kin, Francis
K E

Director

S



Attributable to equity holders
of the Company

BERAARRERE A
Other
Share reserves Retained Minority
capital (Note 23) earnings interest Total
Hit %1 PERR
BA (MEE23) REBHEF &= CEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHER TER FTHER TER THER
Balance at 1 April 2004, —ETMFEMPA—H
as previously reported LEER R 2R
as equity R R = 40,076 109,768 225,195 - 375,039
Balance at 1 April 2004, “ETMFMPA—H
as previously separately ZEERR - AAI 28]
reported as minority interest LERFEESE - - - 424 424
Reversal of revaluation reserve HETHREF
for leasehold land and BEfhEEL
building [e] #8¢ - (32,231) (4,455) - (36,686)
Deferred tax adjustment ME+H &
for leasehold land BFZEE
and building 18 B - 1,627 - - 1,627
Effect of adopting RANE B W
HKFRS 2 RAE2RZTE - 768 (768) - -
Balance at 1 April 2004, “EENFNAH—H
as restated = 40,076 79,932 219,972 424 340,404
Profit for the year, REHF -
as previously reported AR 2 3 150,344 150,344
Effect of adopting RKNBE BRI RELE
HKFRS 2 FF 2T E 4,718 (4,718)
Effect of adopting KRB B £A
HKAS 16 BT E 433 433
Effect of adopting KRB B £8
HKAS 17 BRI TE 514 514
Profit for the year, as restated KERH - FI 146,573
Issue of shares upon exercise TEE R
of share options Z B 701 6,999 - — 7,700
Dividends paid 2R B - - (83,040) - (83,040)
Balance at “TTHF=A
31 March 2005 =t—Bz&s 40,777 91,649 283,505 424 416,355
Balance at 1 April 2005, “EERFNA—H
as per above e |/ E 40,777 91,649 283,505 424 416,355
Profit for the year RE 5 F - - 186,379 - 186,379
Issue of shares upon TEEREMmEST
exercise of share options > <n) 274 4,422 = - 4,696
Effect of adopting RANE BB 15 s £ A
HKFRS 2 FURTE - 5,851 1,460 - 7,311
Dividends paid 2k B = = (88,119) = (88,119)
Balance at —ETRF=A
31 March 2006 =t+—Hz&% 41,051 101,922 383,225 424 526,622




2006 2005
ZBERE _—ZTTHF
Note HK$'000 HK$'000
B & FERT FHET
(Restated)
(&)
Cash flows from operating activities ZE FE v HERE
Profit before taxation B 25 Al A 204,136 159,776
Share of loss of an associated JE G Bt & A 7]
company B8 - 10,234
Depreciation of property, plant M - WEKRRE
and equipment ZITE 49,414 37,860
Amortisation of leasehold land and HELTHEREZ
land use rights o 614 298
Provision for amount due from JE s BSt 5 1 B BRIR
an associated company 2 EIREE - 3,424
Gain on disposal of property, plant HEWE - BE
and equipment K582 W (171) (453)
Share-based compensation expense AR 22 B2 7,311 4,718
Write-back of provision for obsolete PRENBHEFTE
and slow-moving inventories £ {5 2 Bl B 18,157 —
Write-back of provision for impairment & 5 & Uk bk 5% 8 (&
of trade receivables AEff 2 Bl £ 3,512 —
Interest expense B H 24,531 8,720
Interest income ISR N (10,127) (3,964)
Operating profit before working LEESEEA
capital changes B8 A 297,377 220,613
Inventories " 82,028 (273,539)
Trade receivables 5 WK X (48,529) (268,338)
Prepayments, deposits and BRR - Zek
other receivables H 1th FE IR X (103) (3,158)
Trade and bills payable BSRNERREE (16,605) 221,541
Accruals and other payables FEET & A K A FE (IR 3K 26,976 16,892
Receipts in advance T8 WK X (6,107) 16,079
Provision for long service payments REIRE & EH (1,392) (2,773)
Net cash inflow/(outflow) generated HEEEZBERA
from operations S Grd) F5 333,645 (72,683)
Interest paid RENRANS! (24,531) (8,720)
Hong Kong profits tax paid ENEEMNEH (23,438) (7,615)
Hong Kong profits tax refunded REBEBNEGMH 1,560 1,063
Net cash generated from/(used in) K EESEL, (FTA)
operating activities MEFE 287,236 (87,955)



2006 2005
—BEARE —ZTTHHF
Note HK$'000 HK$'000
Bt 5 FTER FHET
(Restated)
(E3)
Cash flows from investing activities REZEB-RERE
Purchase of property, plant REVE  BWE
and equipment g (68,193) (48,944)
Increase in deposits for 30N & {5 A A
land use rights & - (13,292)
Increase in leasehold land and land EMEE TR
use rights 4 b {35 A (23,866) -
Proceeds from disposal of property, HEME - BE K
plant and equipment B N 173 740
Investment in an associated company ~ REt& QA F 2K E - (6,000)
Increase in amount due from JE W Bk & 1 &)
an associated company FRIE Z I8N - (516)
Interest received 2 WA E 10,127 3,964
Net cash used in investing activities KREZREBMAREH5E (81,759) (64,048)
Cash flows from financing activities BEFE R EHRE 29
Proceeds from exercise of share options 771 B8 f 4 2 U A 4,696 7,700
New long-term bank borrowings FTRARITEE 130,000 816,000
New short-term bank borrowings R ERITEE 772,346 912,999
Repayment of long-term bank EERIRITEE
borrowings (38,750) (775,875)
Repayment of short-term bank EEEHRITEE
borrowings (897,383) (866,792)
(Decrease)/increase in trust receipts CR ) /=t
bank loans WK R1TE K (115,803) 252,488
Repayment of capital element of EERmERERMAE
finance lease obligations N = K (1,091) (3,895)
Dividends paid 2R B (88,119) (83,040)
Net cash (used in)/generated from mEFE (FTA)
financing activities ELBREFR (234,104) 259,585
Net (decrease)/increase in cash and BE&RREEBEMZF
cash equivalents CR ) /1 n (28,627) 107,582
Cash and cash equivalents MA—BZzHE K
at 1 April ReEEEY 352,001 244,419
Cash and cash equivalents —A=+—RHBZBE&Rk
at 31 March ReFED 323,374 352,001
Analysis of cash and cash equivalents: R € R B ZEEY 2 o :
Cash and bank deposits e RIBITER 323,466 352,665
Bank overdrafts RITHEX 20 (92) (664)
323,374 352,001




Karrie International Holdings Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) are principally
engaged in the manufacture and sale of computer casings,
office automation products, moulds, plastic and metal parts
and provision of electronic manufacturing services.

The Company was incorporated in Bermuda on 6 December
1996. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda.

The Company’s shares were listed in the Main Board of
The Stock Exchange of Hong Kong Limited on 16 December
1996.

These consolidated accounts are presented in thousands
of Hong Kong dollars (HK$'000), unless otherwise stated,
and have been approved for issue by the Board of Directors
on 29 June 2006.

The principal accounting policies applied in the preparation
of these accounts are set out below. These policies have
been consistently applied to all the years presented, unless
otherwise stated.

2.1 Basis of preparation

The consolidated accounts have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRS"). The consolidated accounts have been prepared
under the historical cost convention, except for financial
assets and liabilities (including derivative instruments) at
fair value through profit and loss, which are carried at fair
value.
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RRARMZBOR—AARF+ =R +RE
REEBBAXZAERRAERLET -

RAlRBURAEBETTI®R(BRIFESAH
) - RAERECKHEFTEE_TTRF
NAZT N B#ETE -

mEIRNIRERANEIZSFABERENT
X o BB BHRAIN  MWFHREMZRD
PMEFERNERER -

21 wmBEHZE

At A IRE D RBEBMBRE LA ([F
B RS ER ) B2 RAREGR -
ARk 2 IR B SRR S R B AR IR -
BTHBAERA M (REETR) UA
FEEHE -



2.1 Basis of preparation (Cont’d)

The preparation of accounts in conformity with HKFRS
requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the
process of applying the Group’s accounting policies. The
areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant
to the consolidated accounts, are disclosed in Note 4.

The adoption of new/revised HKFRS

In the current year, the Group adopted the new/revised
standards and interpretations of HKFRS below, which are
relevant to its operations. Last year’'s comparatives have
been amended as required, in accordance with the relevant
requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial
Statements

HKAS 28 Investments in Associates

HKAS 32 Financial Instruments: Disclosures and

Presentation

HKAS 33 Earnings per Share
HKAS 36 Impairment of Assets
HKAS 37 Provisions, Contingent Liabilities and

Contingent Assets
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2.1 Basis of preparation (Cont’d)

HKAS 39 Financial Instruments: Recognition and
Measurement
HKAS 39 Transition and Initial Recognition of
(Amendment) Financial Assets and Financial
Liabilities
HKAS Int-15 Operating Leases — Incentives
HKFRS 2 Share-based Payments

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16, 21,
23, 24, 27, 28, 33, 36, 37 and HKAS-Int 15 did not result
in substantial changes to the Group’s accounting policies.
In summary:

- HKAS 1 has affected the presentation of minority
interest, share of net after-tax results of associates
and other disclosures.

- HKASs 2, 7, 8, 10, 16, 23, 27, 28, 33, 36, 37 and
HKAS-Int 15 had no material effect on the Group's
policies.

- HKAS 21 had no material effect on the Group's
policy. The functional currency of each of the
consolidated entities has been re-evaluated based
on the guidance in the revised standard. All the
Group entities have the same functional currency as
the presentation currency for the respective entity
accounts.

- HKAS 24 has affected the identification of related
parties and some other related-party disclosures.

2.1
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2.1 Basis of preparation (Cont’d)

The adoption of revised HKAS 17 has resulted in a change
in the accounting policy relating to the reclassification of
leasehold land and land use rights from property, plant
and equipment to operating leases. The up-front
prepayments made for the leasehold land and land use
rights are expensed in the profit and loss account on a
straight-line basis over the period of the lease or where
there is impairment, the impairment is expensed in the
profit and loss account. In prior years, the leasehold land
and land use rights were accounted for at fair value less
accumulated depreciation and accumulated impairment.

The adoption of HKASs 32,39 and 39 (Amendment) has
resulted in a change in the accounting policy relating to
the recognition, measurement and classification of financial
instruments.

The adoption of HKFRS 2 has resulted in a change in
accounting policy for share-based payments. Until 31 March
2005, the provision of share options to employees did not
result in an expense in the profit and loss account. Effective
1 April 2005, the Group expenses the cost of share options
in the profit and loss account. As a transitional provision,
the cost of share options granted after 7 November 2002
which had not yet vested on 1 April 2005 was expensed
retrospectively in the profit and loss account of the
respective periods (Note 2.14(v)).
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2.1 Basis of preparation (Cont’d)

All changes in the accounting policies have been made in
accordance with the transition provisions in the respective
standards. All standards adopted by the Group require
retrospective application other than:

- HKAS 16 — the initial measurement of an item of
property, plant and equipment acquired in an
exchange of assets transaction is accounted at fair
value prospectively only with respect to future
transactions;

- HKAS-Int 15 — does not require the recognition of
incentives for leases beginning before 1 January
2005;

- HKAS 39 — does not permit the Group to recognise,
derecognise and measure financial assets and
liabilities in accordance with this standard on a
retrospective basis. The Group applied the previous
SSAP 24 "Accounting for investments in securities”
to investments in securities and also to hedge
relationships for the 2004 comparative information.
The adjustments required for the accounting
differences between SSAP 24 and HKAS 39 are
determined and recognised at 1 April 2005; and

- HKFRS 2 — only retrospective application for equity
instruments granted after 7 November 2002 and
not vested at 1 April 2005.
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2.1 Basis of preparation (Cont’d)

The effect of changes in the above accounting policies on
the Group’s consolidated balance sheet is as follows:

21 @wmEBEE (5B)

NEEABRZEHUAEBRGEEER
BRZIFEWNT :

As at 31 March 2006

—EERE=ZA=+-—H

HKAS 16 HKAS 17 HKFRS 2 Total
&8 BB BTERE
BFTEA EFER ®EEA
F165% FATH FE25% af
HK$'000 HKS$'000 HK$'000 HK$'000
FERT FERT FERT THER
Decrease in property, plant ME - BER
and equipment F R (16,288)  (67,064) - (83,352)
Increase in leasehold land and MELH Mt
land use rights 50 AR REE AN - 48,560 - 48,560
Decrease in deferred tax liabilities EEFIE 8 &R D (799) (893) - (1,692)
Increase in employee share-based AERH=ZR2EE
compensation reserve B < 7% 1 35 A0 - - 10,658 10,658
(Decrease)/increase in retained RB&EF CRL)
profits 0 (6,561) 4,000 (11,337) (13,898)
Increase in share premium P& £ 4 (B 3 N - - 679 679
Decrease in fixed assets revaluation BEET&ZESH
reserve & R (8,928)  (21,611) - (30,539)
As at 31 March 2005
—EERF=ZA=+—H
HKAS 16 HKAS 17 HKFRS 2 Total
e BB BEVE
i @J@EE\'J #&%ﬁgﬂ”
1657 F175% 25 S
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FET FAET
Decrease in property, plant mE - HER
and equipment LB (16,721) (44,178) = (60,899)
Increase in leasehold land and HELH R T
land use rights {50 FAREE AN — 11,868 — 11,868
Increase in deposit for land TR AERSE
use rights 0 = 13,292 = 13,292
Decrease in deferred tax liabilities EXEFIEAER D (799) (893) = (1,692)
Increase in employee share-based LAHX@?ZHZ 8
compensation reserve B <& % 455 12 0 = = 5,486 5,486
(Decrease)/increase in retained REBHEF CR)
profits gl (6,994) 3,486 (5,486) (8,994)
Decrease in fixed assets revaluation BEE&ZESH
reserve R (8,928) (21,611) = (30,539)




2.1 Basis of preparation (Cont’d)

The effect of changes in the above accounting policies on

the Group’s consolidated profit and loss account is as

follows:

21 REEE (&)

NESFRRZEHHAEBEEEBRER
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For the year ended 31 March 2006
BE-EEXRF=ZA=+t—-HL

HKAS 16 HKAS 17 HKFRS 2 Total
%R SFtEA ®WEEAL
SE 165K BT SE2%% &
HK$'000 HK$'000 HK$'000 HK$'000
THERT THERT TER TERT
Increase in employee share & B B3 x4 Fll a8
option benefits H#n - - (7,311) (7,311)
Decrease in depreciation of ME - BER&E
property, plant and equipment FTERD 433 - - 433
Decrease in amortisation of MEL Rt
leasehold land and land use rights 150 PR 4 42 S Rl 2> - 514 - 514
Total increase/(decrease) in profit mnFEm, CRd) 433 514 (7,311) (6,364)
Increase/(decrease) in basic earnings & % £ 7K 4 | 38 m,/
per share (HK cents) OB J\) (7 1m> 0.1 0.13 (1.79) (1.55)
Increase/(decrease) in diluted TR E R T i j]ﬂ/
earnings per share (HK cents) (/)36 J ) (7B 0.10 0.12 (1.77) (1.55)
For the year ended 31 March 2005
BE-_TTRF=A=+—81
HKAS 16 HKAS !7 H\KFRS 2 Total
BB B8 BBEUEK
BEFEA G EA WREEA
£ 165 F17% F 25 e
HK$'000 HK$'000 HK$'000 HK$\'OO_O
FET FET TET FHET
Increase in employee share g B B8 i &
option benefits Az g - - (4,718) (4,718)
Decrease in depreciation of ME - BER&E
property, plant and equipment FrEmD 433 - - 433
Decrease in amortisation of ME T & i
leasehold land and land use rights {58 PR A 8 3 R > - 514 - 514
Total increase/(decrease) in profit im FIE i, O ) 433 514 (4,718) (3,771)
Increase/(decrease) in basic lﬂxgﬁ)ﬁ?ﬁ” &
earnings per share (HK cents) CR ) OB) 0.11 0.13 (1.17) (0.93)
Increase/(decrease) in diluted FREE R RN
earnings per share (HK cents) () (B IJJ 0.11 0.12 (1.15) (0.92)




2.1 Basis of preparation (Cont’d)

Standards, interpretations and amendments to published
standards that are not yet effective.

The Group has not early adopted the following new
standards or interpretations that have been issued and are
not yet effective, which are relevant to the operations of
the Group. The Directors consider that the adoption of
such standards or interpretations will not result in
substantial changes to the Group’s accounting policies.
HKAS 1 (Amendment) Presentation of Financial
Statements: Capital
Disclosures

HKAS 19 (Amendment) Employee Benefits

HKAS 39 & HKFRS 4
(Amendment)

Financial Guarantee Contracts

HKFRS-Int 4 Determining whether an

Arrangement contains a Lease
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2.2 Consolidation

The consolidated accounts include the accounts of the
Company and all its subsidiaries made up to 31 March.

(a) Subsidiaries

Subsidiaries are all entities over which the Group has the
power to govern the financial and operating policies
generally accompanying a shareholding of more than one
half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date that control ceases.

The purchase method of accounting is used to account for
the acquisition of subsidiaries by the Group. The cost of
an acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition
over the fair value of the Group’s share of the identifiable
net assets acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net assets of
the subsidiary acquired, the difference is recognised directly
in the profit and loss account.
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2.2 Consolidation (Cont’d)

(a) Subsidiaries (Cont’d)

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated but considered an
indicator of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted by the
Company on the basis of dividends received and receivable.

(b) Associate

Associate is an entity over which the Group has significant
influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting
rights. Investment in an associate is accounted for by the
equity method of accounting and is initially recognised at
cost.

The Group's share of its associate’s post-acquisition profit
or loss is recognised in the profit and loss account, and its
share of post-acquisition movements in reserves is
recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of
the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred
obligations or made payments on behalf of the associate.

22 #HEWwE (&)
(@) HKEBL Al (&)

SERARRZLHAZRS - XHZHEHRMKR
BERWm TAYE - RIERZIREMER
BERECEE  BAUKREREBRITTH
HiH - MBARZEARRERFTEIEL
ME - URREAKERBZBRNTE —
B o

ERRBZEERBRA  RUBARAAZ
Tﬁﬁ?ﬁﬁ?$ﬁ?ﬂﬁ?ﬁﬁ@ﬂ%ﬁﬁﬂﬂﬁ o fff

RBEIZFREBARAZE W R R R
)\fIJE g

(b) BEnA]

BENRIEMBEASEHEEEATEN
MEZEHEER  BEMNTEHE20%-50%
BERARE BE R ENERE:
SEAIR - WA AR A RERR o

AEERGEBEREE QR 2ENNERE
RBmARANER - MEEKRBERFERE
@JE'J %aﬂ%ﬂlﬁﬁqﬁﬁ?& - WEREESRE

El)ﬂﬁ-?ﬁ i“*’“TZFﬁTE—rEAWKL
HEZBE NG 2D BREMNEBE
BEHRERRX  AEEITERRBE—FE
B BRIEAKEEERBE AR AEREEX
R AR -



2.2 Consolidation (Cont’d)

(b)  Associate (Cont’d)

Unrealised gains on transactions between the Group and
its associate are eliminated to the extent of the Group's
interest in the associate. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of associate have been changed where necessary to ensure
consistency with the policies adopted by the Group.

In the Company’s balance sheet the investment in an
associated company is stated at cost less provision for
impairment losses. The result of an associated company is
accounted for by the Company on the basis of dividend
received and receivable.

2.3 Segment reporting

A business segment is a group of assets and operations
engaged in providing products or services that are subject
to risks and returns that are different from those of other
business segments. A geographical segment is engaged in
providing products or services within a particular economic
environment that are subject to risks and returns that are
different from those of segments operating in other
economic environments.

2.4 Foreign currency translation

(a) Functional and presentation currency

Iltems included in the accounts of each of the Group's
entities are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). The consolidated accounts are
presented in Hong Kong dollars, which is the Company’s
functional and presentation currency.
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2.4 Foreign currency translation (Cont’d)

(b) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in the profit and loss account.

Translation differences on non-monetary items, such as
equity instruments held at fair value through profit or loss,
are reported as part of the fair value gain or loss.
Translation differences on non-monetary items, such as
equities classified as available-for-sale financial assets, are
included in the fair value reserve in equity.

(c) Group companies

The results and financial position of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from
the presentation currency are translated into the
presentation currency as follows:

(i) assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;

(ii) income and expenses for each profit and loss
account are translated at average exchange rates
(unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case
income and expenses are translated at the dates of
the transactions); and

(i) all resulting exchange differences are recognised as
a separate component of equity.
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2.4 Foreign currency translation (Cont’d)

(c) Group companies (Cont’d)

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities, and
of borrowings and other currency instruments designated
as hedges of such investments, are taken to shareholders’
equity. When a foreign operation is sold, such exchange
differences are recognised in the profit and loss account
as part of the gain or loss on sale.

2.5 Property, plant and equipment

Previously, land and building was stated at valuation. The
increase in fair value was credited to revaluation reserve.
A decrease in fair value was first set off against increases
on earlier valuations on an individual property basis and
thereafter expensed in the profit and loss account. The
adoption of the cost method for the year ended 31 March
2006 represents a change in accounting policy, which has
been applied retrospectively so that the comparatives
presented have been restated to conform to the changed
policy. The effect of changes in this accounting policy is
summarised in note 2.1.

All other property, plant and equipment are stated at
historical cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost may also
include transfers from equity of any gains/losses on
qualifying cash flow hedges of foreign currency purchases
of property, plant and equipment.
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2.5 Property, plant and equipment (Cont’d)

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are expensed in the profit and loss
account during the financial period in which they are
incurred.

Buildings are depreciated over the period of the leases or
the estimated useful lives, whichever is shorter.
Depreciation of other property, plant and equipment, other
than construction in progress, is calculated using the
straight-line method to allocate cost less their residual
values over their estimated useful lives, as follows:

2% to 4%
8% to 12%
10% to 15%
Moulds and tooling 15%
15% to 33.33%

Buildings
Fixtures and leasehold improvements
Machinery

Furniture and computer equipment

Effective from 1 April 2005, the annual rate of depreciation
of certain buildings and leasehold improvements was
changed from 2% and 8%, to 4% and 12%, respectively,
as the Company’s Directors consider the new depreciation
rate reflects more fairly the estimated useful lives of these
assets based on current business conditions. This change
in estimate resulted in additional depreciation of
approximately HK$7,122,000 during the year ended 31
March 2006.

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.
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2.5 Property, plant and equipment (Cont’d)

Property, plant and equipment held under finance leases
are recorded and depreciated on the same basis as
described above.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (note 2.7).

Gains and losses on disposals are determined by comparing
proceeds with carrying amount. These are included in the
profit and loss account.

2.6 Construction-in-progress

Construction-in-progress represents buildings, plant and
machinery under construction and pending installation and
is stated at cost. Cost includes the costs of construction of
buildings, the costs of plant and machinery and interest
charges arising from borrowings used to finance such assets
during the period of construction or installation and testing,
if any. No provision for depreciation is made on
construction-in-progress until such time as the relevant
assets are completed and ready for intended use. When
the assets concerned are brought into use, the costs are
transferred to other property, plant and equipment and
depreciated in accordance with the policy stated in note
2.5 in this Section.
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2.7 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation, are tested at least annually for impairment
and are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-
generating units). Non-financial assets other than goodwill
that have suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

2.8 Inventories

Inventories comprise raw materials, work in progress and
finished goods and are stated at the lower of cost and net
realisable value. Cost is determined using the first-in, first-
out method. The cost of finished goods and work in
progress comprises raw materials, direct labour, other direct
costs and related production overheads (based on normal
operating capacity). It excludes borrowing costs. Net
realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selling expenses.
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2.9 Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
A provision for impairment of trade and other receivables
is established when there is objective evidence that the
Group will not be able to collect all amounts due according
to the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default
or delinquency in payments are considered indicators that
the trade receivable is impaired. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future cash
flows, discounted at the effective interest rate. The amount
of the provision is recognised in the profit and loss account.

2.10 Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or
less, and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the balance sheet.

2.11 Share capital
Ordinary shares are classified as equity.
Incremental costs directly attributable to the issue of new

shares or options are shown in equity as a deduction, net
of tax, from the proceeds.
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2.12 Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Transaction costs are incremental
costs that are directly attributable to the acquisition, issue
or disposal of a financial asset or financial liability, including
fees and commissions paid to agents, advisers, brokers
and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and the
redemption value is recognised in the profit and loss
account over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet
date.

2.13 Deferred income tax

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts
in the accounts. However, deferred income tax is not
accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that
have been enacted or substantively enacted at the balance
sheet date and are expected to apply when the related
deferred income tax assets are realised or the deferred
income tax liabilities are settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.
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2.13 Deferred income tax (Cont’d)

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries and associated
companies, except where the timing of the reversal of the
temporary difference can be controlled and it is probable
that the temporary difference will not reverse in the
foreseeable future.

2.14 Employee benefits

(i) Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services rendered
by employees up to the balance sheet date. Employee
entitlements to sick leave and maternity leave are not
recognised until the time of leave.

(i) Bonus plans

The expected cost of bonus payments wholly due within
twelve months after the balance sheet date are recognised
as a liability when the Group has a present legal or
constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made. Liabilities for bonus plans are expected to be settled
within 12 months and are measured at the amounts
expected to be paid when they are settled.
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2.14 Employee benefits (Cont’d)

(i) Pension obligations

Group companies operate several pension schemes. The
plans are generally funded through payments to trustee-
administered funds. A defined contribution plan is a
pension plan under which the Group pays fixed
contributions into a separate entity on a mandatory,
contractual or voluntary basis. The Group has no legal or
constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees
the benefits relating to employee service in the current
and prior periods. The contributions are recognised as
employee benefit expense when they are due and are not
reduced by contributions forfeited by those employees who
leave the scheme prior to vesting fully in the contributions.
Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in the future
payments is available.

(iv)  Long service payments

The Group’s net obligation in respect of long service
payments to its employees upon the termination of their
employment or retirement when the employee fulfils certain
circumstances under the Hong Kong Employment
Ordinance is the amount of future benefit that employees
have earned in return for their service in the current and
prior periods.

The obligation is calculated using the projected unit credit
method, discounted to its present value and reduced by
entitlements accrued under the Group’s retirement plans
that are attributable to contributions made by the Group.
The discount rate is the yield at the balance sheet date on
high quality corporate bonds which have terms to maturity
approximating the terms of the related liability.
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2.14 Employee benefits (Cont’d)

(v)  Share-based compensation

The Group operates a share-based compensation plan. The
fair value of the employee services received in exchange
for the grant of the options is recognised as an expense.
The total amount to be expensed over the vesting period
is determined by reference to the fair value of the options
granted, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in
assumptions about the estimates of the number of options
that are expected to become exercisable. At each balance
sheet date, the entity revises its estimates of the number
of options that are expected to become exercisable. It
recognises the impact of the revision of original estimates,
if any, in the profit and loss account, with a corresponding
adjustment to equity.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal
value) and share premium when the options are exercised.

2.15 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events;
it is more likely than not that an outflow of resources will
be required to settle the obligation; and the amount has
been reliably estimated. Restructuring provisions comprise
lease termination penalties and employee termination
payments. Provisions are not recognised for future
operating losses.
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2.15 Provisions (Cont’d)

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditure expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the
obligation. The increase in the provision due to the passage
of time is recognised as interest expense.

2.16 Leases

(i) Operating leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged in the profit and loss account on a
straight-line basis over the period of the lease.
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2.16 Leases (Cont’d)

(if) Finance leases

Leases of assets where the Group has substantially all the
risks and rewards of ownership are classified as finance
leases. Finance leases are capitalised at the inception of
the lease at the lower of the fair value of the leased assets
or the present value of the minimum lease payments. Each
lease payment is allocated between the capital and finance
charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental obligations,
net of finance charges, are included in current and non-
current borrowings. The interest element of the finance
cost is expensed in the profit and loss account over the
lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each
period.

Assets held under finance leases are depreciated over the
shorter of their estimated useful lives or the lease periods.

2.17 Revenue recognition

Revenue comprises the fair value for the sale of goods
and services, net of value-added tax, rebates and discounts
and after eliminating sales within the Group. Revenue is
recognised as follows:

(i) Sales of goods

Sales of goods are recognised when a Group entity has
delivered products to the customer, the customer has
accepted the products and collectibility of the related
receivables is reasonably assured.

Advance payments received from customers prior to delivery
of goods are recorded as receipts in advance.
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2.17 Revenue recognition (Cont’d)

(if) Rental income

Rental income is recognised on a straight-line basis.

(iii)  Management services

Revenue from the provision of management services is
recognised when the service is rendered.

(iv)  Interest income

Interest income is recognised on a time proportion basis,
using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flows
discounted at original effective interest rate of the
instrument, and continues unwinding the discount as
interest income. Interest income on impaired loans is
recognised either as cash is collected or on a cost-recovery
basis as conditions warrant.

2.18 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s accounts in the
period in which the dividends are approved by the
Company's shareholders.
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The Group's activities expose it to a variety of financial
risks: foreign exchange risk, credit risk, liquidity risk and
cash flow interest-rate risk. The use of financial derivatives
to hedge certain risk exposures is governed by the Group's
policies approved by the Board of Directors, where
necessary.

(a) Foreign exchange risk

The Group operates internationally and is exposed to
foreign exchange risk arising from various currency
exposures. Most of the Group’s operating activities are
denominated in United States dollars (“USD"), Hong Kong
dollars and Renminbi (“RMB"). Foreign exchange risk arises
from future commercial transactions, recognised assets and
liabilities and net investments in foreign operations.

The Group has not used any forward contracts or currency
borrowings to hedge its exposure as foreign currency risk
is considered to be minimal.

(b) Credit risk

The carrying amount of trade receivables included in the
consolidated balance sheet represents the Group’s
maximum exposure to credit risk. The Group has put in
place policies to ensure that sales of products are made to
customers with an appropriate credit history and the Group
performs periodic credit evaluations of its customers. The
Group’s historical experience in collection of trade and
other receivables falls within the recorded allowances and
the Directors are of the opinion that adequate provision
for uncollectible trade receivables has been made.

(c) Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and/or the availability of funding through
an adequate amount of committed credit facilities. The
Directors aim to maintain flexibility in funding by keeping
credit lines available.
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(d) Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing assets,
the Group’s income and operating cash flows are
substantially independent of changes in market interest
rates. The Group's interest rate risk arises from bank
borrowings. As at 31 March 2006, borrowings were
primarily at floating rates. The Group generally has not
used interest rate swaps to hedge its exposure to interest
rate risk.

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are
discussed below.

(@) Property, plant and equipment, leasehold land
and depreciation

The Group assesses annually whether property, plant and
equipment, and leasehold land show any indication of
impairment. The recoverable amounts of property, plant
and equipment and leasehold land have been determined
based on value-in-use calculations. These calculations
require the use of judgement and estimates.

The Group determines the estimated useful lives and related
depreciation charges for the Group’s property, plant and
equipment, other than construction in progress, based on
their estimated useful lives.
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(b) Estimated impairment of receivables

The Group makes provision for impairment of receivables
based on an assessment of the recoverability of the
receivables. Provisions are applied to receivables where
events or changes in circumstances indicate that the
balances may not be collectible. The identification of
impairment of receivables requires the use of judgment
and estimates. Where the expectations are different from
the original estimates, such differences will impact the
carrying value of receivables and impairment of receivables
is recognised in the years in which such estimates have
been changed.

(c) Write-downs of inventories

Inventories are written down to net realisable value based
on an assessment of their realisability. Write-downs on
inventories are recorded where events or changes in
circumstances indicate that the balances may not be
realised. The identification of write-downs requires the use
of judgement and estimates. Where the expectation is
different from the original estimate, such difference will
impact the carrying value of inventories and write-downs
of inventories in the periods in which such estimate is
changed.
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(d) Income taxes

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

(e) Long service payment liabilities

The present value of the long service payment liabilities
depends on a number of factors that are determined on
an actuarial basis using a number of assumptions. Any
changes in these assumptions will impact the carrying
amount of liabilities.

The Group determines the appropriate discount rate at
the end of each year. This is the interest rate that should
be used to determine the present value of estimated future
cash outflows expected to be required to settle the
liabilities. In determining the appropriate discount rate,
the Group considers the yield of Exchange Fund Notes
that are denominated in Hong Kong dollars in which the
liabilities will be paid, and that have terms to maturity
approximating the terms of the related liabilities.

Other key assumptions for long service payment liabilities
are based in part on current market conditions. Additional
information is disclosed in Note 25.
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(@) Transactions with related parties

(a) HEBAEALTZXSH

2006 2005
—EEAX —TEARF
Note HK$'000 HK$'000
B 5 THER FET
Rental charged by Kings Lion SNEE TS
Development Limited ZRAR QA (i), (i) 1,299 1,276
Management service income earned ﬁﬂa £ N ) Y ER
from an associated company BB A (ii) - 2,512
Machinery rental income earned ) B & A A) Y ER
from an associated company HeEE 2 WA (ii) 1,751 2,347
Sales to an associated company SHE THiE QA (iii) 4,555 130
Purchase of raw materials from EERSNGIl-S=§ k=
an associated company (iii) 582 -
Purchase of machinery from mEE ARIBE
an associated company 235 (ii) 2,522 =
Purchase of leasehold land and land M) 3R 52 T Bl e 5 Hb 2 7
use rights and staff quarters from NARBE LR T
R Bl E i 2E R E A R HERELEIBSE (v 3,582 —

Note:

(i) Kings Lion Development Limited is beneficially owned and
controlled by the family of Mr. Ho Cheuk Fai, a director of the

Company.

(i) In the opinion of the Company’s Directors and the Group's
management, these related party transactions were conducted
in accordance with the terms of the agreements.

(iii) In the opinion of the Company’s Directors and the Group’s
management, sales to and purchases from an associated company
were conducted at prices and terms mutually agreed by the

respective parties.

it

(i) YMEREBRAABARDERMIEEL

ERGESER RES -

(i) AR T%%&

(iii)



Transactions with related parties (Cont’d)

RIEmE fEEHER % QR entered into a joint venture
development with R = EPFIE R AR 2 A (“Dongguan
Jiahui”) pursuant to a co-operation agreement. Dongguan
Jiahui is a joint venture company established under the laws
of Mainland China with an effective interest of 92.15%
beneficially owned by Mr. Ho Cheuk Fai, a director of the
Company and Ms. Ho Po Chu, the spouse of Mr. Ho Cheuk
Fai and the chief executive of the Company, through a 97%
owned company which is incorporated in Hong Kong. The
remaining 7.85% interest in Dongguan Jiahui is beneficially
owned by third parties independent of the Company and its
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connected persons.

(b) Key management compensation

by TEEEEHS

2006 2005
=FEX —TFRF
HK$'000 HK$'000
FTER FHET
Wages, salaries, allowances and bonuses M TE&E - 5$ B R IE 4T 34,037 28,266
Pension costs — defined contribution plan  ERIKAK A — R EE R EHE 203 202
34,240 28,468

(c) Balances with related parties (c) HEBEATZHE&
2006 2005
—EERE _—TTOF
HK$'000 HK$'000
THER FET

Amounts receivable from an associated JE W Bk & R R 2

company (Note 17) R (FTEE17) 1,874 3,424




AEBETERFRENHEEHINZR -
REXERER RE -BBREREBHMFR
RESFEERIEL - AFEBBZW

manufacturing services. Revenues recognised during the AT

The Group is principally engaged in the manufacture and
sales of computer casings, office automation products,
moulds, plastic and metal parts and provision of electronic

year are as follows:

2006 2005
—EERFE Z—ZZTTARF
HKS$'000 HK$'000
FET FET
Turnover & ERE

Metal and plastic business heBBEK 1,431,428 1,172,806
Electronic manufacturing services business & FEH ¥ K T 7% 2,161,313 1,390,384
3,592,741 2,563,190

Other operating income H At 48 & I A
Rental income HE8WA 4,501 5,835
Management service income EEBIA - 2,512
Interest income M B WA 10,127 3,964
14,628 12,311
Total revenues FEL N 3,607,369 2,575,501




Operating profit is determined after charging or crediting

the following items:

REREMEMR R AR TIER ¢

2006 2005
ZBERE _—ZTTHF
HK$'000 HK$'000
TET FHET
Depreciation of property, plant ME - WEKKE
and equipment (Note 15) Z YT E (MHsE15)
— owned assets —BEBEEE 49,414 35,356
— assets held under finance —UmEMHERHA
leases ZEE - 2,504
49,414 37,860
Amortisation of leasehold land and land METH R A
use rights (Note 14) Z B H (M5t 14) 614 298
Employee benefit expenses (including BEIRMAX (BRES
Directors’ emoluments) (Note 13) M) (FiFaE13) 190,270 173,460
Operating lease rental of premises MAMEZKEHERES 18,338 13,765
Net exchange loss ME BB H R 449 933
Auditors’ remuneration % SR BN & 1,340 1,013
Fees for non-audit services FEZERBER 121 223
Provision for obsolete and PRE&E R B HTFE
slow-moving inventories AEAE - 6,986
Provision for amount due from RN NE
an associated company IR EAE - 3,424
Write-back of provision for obsolete and BRERERFHEHTEER
slow-moving inventories (Note 18) (P sE18) (18,157) =
Write-back of provision for impairment BRI E 5 e WK SR E B
of trade receivables (Note 19) (B sE19) (3,512) =
Net gain on disposal of property, HEME BELEREZ
plant and equipment I &= 5 58 (171) (453)




2006 2005
—EERE _—TTOHF
HK$'000 HK$'000
THER FET
Interest expense on: FERX :

- bank borrowings wholly repayable - RAEFREHEE
within five years ZIRITEE 24,441 8,536
— finance leases —BEHEE 10 110
- others — HAb 80 74
24,531 8,720

The Company is exempted from Bermuda taxation until
2016. Hong Kong profits tax has been provided at the
rate of 17.5% (2005: 17.5%) on the estimated assessable
profit for the year.

The amount of taxation charged to the consolidated profit
and loss account represents:

ARFEREERERBE_ZT—X~F
IF - BAMNBRIDBEARE 2 AT ERT
MAIE175% (ZEZRF  17.5%) 2K
ETIREE -

ERABEERIHEIHENT ¢

2006 2005
—gBAE —TTHA
HK$'000 HK$'000
FTET FAET

Current taxation: Hong Kong profits tax WITHIE - BBENEW
— current year —RNFE 14,196 15,619

— under/(over) provision in prior years —FFEZ2TR/

(FB%R) /s 545 (538)
Deferred taxation (Note 26) EERIE (KT 3E26) 3,016 (1,878)
Taxation charge FIE 2 17,757 13,203




The tax on the Group's profit before taxation differs from

the theoretical amount that would arise using the profits

tax rate in Hong Kong, the Group’s home country, as

follows:

AEBABRBEAGEMNHALERERA
AEEARTERZMNEHEMAE ZER
MELZERRAN ¢

2006 2005
—EERE —TTOF
HK$'000 HK$'000
THER FAET
Profit before taxation B A5 A1 g A 204,136 159,776
Calculated at a taxation rate of 17.5% EHE17T5%(ZTEZTRF
(2005: 17.5%) 17.5%) & 35,724 27,961
Income not subject to taxation EARD WA (26,787) (19,723)
Expenses not deductible for taxation PR 2 X
purposes 8,452 5,974
Under/(over) provision in prior years EFZTR/ (HB5E) EH 545 (538)
Utilisation of previously unrecognised FERTFRAERANBEER
tax losses (177) (471)
Taxation charge FIE S 17,757 13,203

Dongguan Yanxun Electronics Company Limited, a

subsidiary established and operating in Mainland China, is

subject to Mainland China enterprise income tax at the

rate of 33% (30% state income tax and 3% local income

tax). However, it is exempted from Mainland China

enterprise income tax and local income tax for two years

starting from the first year of profitable operations, after

offsetting prior years’ losses, followed by a 50% reduction

for the following three years. No Mainland China enterprise

income tax has been provided since Dongguan Yanxun

Electronics Company Limited is in a tax loss position.
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The profit attributable to equity holders of the Company
is dealt with in the accounts of the Company to the extent
of approximately HK$89,947,000 (2005: HK$82,171,000).

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during

KARKEEEAELENFRE—2E
B A KRR RIIR B 2% F 489,947,000 7T
—ZTEFRF 82,171,000 7T) °

= E SR SN G E RPN
165358 B WA 4F O 35 77 10 2 3 AR DA T4
BHE -

the year.
2006 2005
—EERE CZZTTRF
Profit attributable to equity holders RARIREFREE AR
of the Company (in HK$'000) wm A (FABTED) 186,379 146,573
Weighted average number of ordinary BETE AR METEH
shares in issue (in thousand shares) (F A& 409,579 404,472
Basic earnings per share AR E A& A
(HK cents per share) (BRRBILET) 45.5 36.2

Diluted earnings per share is calculated adjusting the
weighted average number of ordinary shares outstanding
assuming conversion of all dilutive potential ordinary shares.

The Company has outstanding share options, which have
a dilutive effect on the ordinary shares. A calculation has
been performed to determine the number of shares that
could have been acquired at fair value (determined as the
average annual market price of the Company’s shares)
based on the monetary value of the subscription rights
attached to the outstanding share options.

SRR BRI R BT
BRW ARG  RECHELRRZE
TFHREGHE o

AR EHEEBRTE 2 BRE - R
BARITEBREMRN 2 ABEE 2 ESE
B BERAVFEEESARRRBDZF
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The number of shares calculated as above is compared
with the number of shares that would have been issued
assuming the exercise of the share options.

BAETAAEZENHEE - EERKRER
BITEMESHITZRNBBEELHLER -

2006 2005
ZBEARE —ITTRHF
Profit attributable to equity holders of RARIRERE ARG
the Company (in HK$'000) w A (F A& TTED) 186,379 146,573
Weighted average number of ordinary BT EBR 2 INE T
share in issue (in thousand shares) (F A& 409,579 404,472
Adjustment for share options AR E 2 A (F’RED)
(in thousand shares) 3,790 5,124
Weighted average number of ordinary TEESREE RN
shares for diluted earnings per share T IR 2 I 15 8
(in thousand shares) (FRXE) 413,369 409,596
Diluted earnings per share B iR 55 A
(HK cents per share) (FRZBET) 45.1 35.8
2006 2005
—EERE CZTTRF
HK$'000 HK$'000
TET FET
Interim dividend paid of HK9.0 cents ENPEHRE — 8LERKR0
(2005: HK8.5 cents) per ordinary share B (ZEZERF ¢ 8.5 &) 36,914 34,474
Additional final dividend for the prior FFRITEBERERZET
year due to exercise of share options Birmzike REBKRE 234 475
Final, dividend proposed, of HK13.0 cents BEARHRKRE -8E&EK13.0
(2005: HK12.5 cents) per ordinary share B (ZEZEESF - 12.551) 53,367 50,971
Special dividend, proposed, of HK3.0 cents BRFERIRE —8E@K3.0
(2005: nil) per ordinary share BI(ZEZERF : &) 12,315 =
102,830 85,920




A final dividend in respect of 2005/06 of HK13 cents per
ordinary share, and a final special dividend HK3 cents per
ordinary share, amounting to a total dividend of
approximately HK$65,682,000 is to be proposed at the
Annual General Meeting on 4 August 2006. These accounts
do not reflect this as dividend payable.

(@) Employee benefit expenses during the year are

—EER/ERFEZRBEREATLEE
RISEBIWRERIRE AT L BIRIBN - &
HE& 54 565,682,00087T  BR T
NENAONBZREBFRSREZ - AR
BETERBZREZEZEMARKRE -

(a) XEEEIRMBEXWMT :

as follows:
2006 2005
—BEARE —ZTTHHF
HK$'000 HK$'000
THET FAT
Wages and salaries HMAEITE 181,243 168,415
Pension costs — defined contribution plans ERKRK A — R E HREHE 2,921 2,766
Write-back of provision for long service BERARSE 2 EHE
payments (Note 25) (MF5E25) (1,205) (2,439)
Share options expenses for options BTEEKEBEERRE
granted to Directors and employees ZEH 7,311 4,718

190,270 173,460




(b) Directors and senior management

The remuneration of every Director for the year ended 31
March 2006 is set out below:

(b) EEBEREREEAR

BE_TERF=-ZA=T—"BHLBESZ
MEslzmT

Employer’s
contribution
Discretionary  to pension

Name of Director Fees Salary bonuses scheme Total
BiERm EXxRHKE
EEE8B e ¢ ZREA B2 &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER
Executive Director HITEZS
Mr. Ho Cheuk Fai {18 55 4 - 4,770* 5,198 12 9,980
Mr. Ho Cheuk Ming AEREE - 1,181* 2,221 12 3,414
Mr. Kwok Wing Kin, Francis Lok B A& - 1,233* 1,975 12 3,220
Mr. Tam Wing Hung (a) K 7 & - 579* - 1 590
Mr. Lee Shu Ki TRELLE - 1,119* 950 12 2,081
Mr. Wong Shun Pang =IRME & & - 1,261* 607 12 1,880
Independent non-executive Director BV JFHITE =
Mr. So Wai Chun HEETE 78 - - - 78
Mr. Chan Shui Sum, Raymond BREm R &4 88 - - - 88
Mr. Fong Hoi Shing Ry 59 - - - 59
* Included in the amount were share-based compensation, @ EeRBREAROAER 2HE  ZME
which are determined based on the fair value of the share BERTEHESFERER CATEEE
options granted to the relevant Directors at the date of grant MEFBHAARK

and recognised over the vesting period.

(@) Resigned on 13 February 2006



(b) Directors and senior management (Cont’d)

The remuneration of every Director for the year ended 31
March 2005 is set out below:

(b)y EBERESREEAEB (B)

BE_ZTERAFE=-"A=1+—"RHILEFELSE

SZMENRMAT

Employer’s
contribution
Discretionary ~ to pension
Name of Director Fees Salary bonuses scheme Total
RiEER EBERK:
E=EH e e ZIEH FHElZ aH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTET TET FET TET FTET
Executive Director HITEZS
Mr. Ho Cheuk Fai {118 5% 4 - 4,770* 4,718 12 9,500
Mr. Ho Cheuk Ming AEREE - 904* 1,921 12 2,837
Mr. Kwok Wing Kin, Francis 2Pk B4 A - 1,110* 1,575 12 2,697
Mr. Tam Wing Hung K & - 603* - 12 615
Mr. Lee Shu Ki FREEE - 958+ 770 12 1,740
Mr. Wong Shun Pang (a) =IRME & & - 10257 577 10 1,612
Independent non-executive Director FEHITEH
Mr. So Wai Chun HEERLEE 70 - - - 70
Mr. Chan Shui Sum, Raymond B 1 2% A A 70 - - - 70
Mr. Fong Hoi Shing (b) ﬁ;‘iﬁf‘ﬁé 15 — - - 15
Mr. Leung Wai Ho (c) (B S 183 - _ _ 183
* Included in the amount were share-based compensation, @ EeHEREURNDAER 2 FHE  ZEE
which are determined based on the fair value of the share BERTEHETERER ZCATEETE
options granted to the relevant Directors at the date of grant REFBEHAAR -
and recognised over the vesting period.
Notes: B 7% -
(a) Appointed on 1 June 2004 (a) RZZTEZTENFASA—BZE
(b) Appointed on 7 December 2004 (b) R-_EENFE+_—_AtHZT
() Resigned on 19 January 2005 (0 RZZTEZERF—ATNLHEHER

No Directors waived any emoluments during the year (2005:
Nil). No incentive payment for joining the Group or
compensation for loss of office was paid/payable to any
Director during the year (2005: Nil).

AEBEENENS (CTTHF &) -

MEE N HENE

RIA 4 T E S ARSI

HMBEAREERRERU Z2HE(CTZA

£ E) o



(c)  Five highest paid individuals (c) EBEBEHFMAL

The five individuals whose emoluments were the highest
in the Group for the year include four (2005: five) Directors —ETRF AR EE
whose emoluments are reflected in the analysis presented
above. The emoluments payable to the remaining one F -

(2005: nil) individual during the year are as follows:

AEEEEADARSFTMALTEENSA
Hif & 2 #N
XoH e RAFAEB—R(ZTFTR
B)EeSFATZEMNBMEOT

2006 2005
—EERE —ZTTREF
HK$'000 HK$'000
THERT FET
Basic salaries and allowances ERF & RER 1,164* =
Discretionary bonus P15 Mz B4 855 —
Pension costs — defined contribution plans Bk & KA — 7 E R E 12 -
2,031 -
The emoluments fell within the following band: ZEMeETIESSHENR -
2006 2005
—EEXRE —ZTTHF
HK$2,000,001 to HK$2,500,000 2,000,001/ 7T &£ 2,500,000/ 7T 1 -
* Included in the amount were share-based compensation, @ ERHEBEUARNAER ZME  ZHEE
which are determined based on the fair value of the share BERTEBESTERER CATEETE
options granted to the relevant Directors at the date of grant MEHBEHAARK o
and recognised over the vesting period.
No emolument was paid to the five highest paid individuals rEERAABRST AT (BRESKEME
(including Directors and other employees) as compensation 8B) VEENENMESERRERUZH

for loss of office during the year (2005: Nil). B(ZZEZTRF : &) -



The Group's interests in leasehold land and land use rights

AREBEREE L M L (EAE 2SR

represent prepaid operating lease payments and their net BEANKEHER  HEREFED T W
book values are analysed as follows: I
2006 2005
—BEARE —ZTTHHF
HK$'000 HK$'000
TET FAT
Net book amount at beginning of the year 4 4] Ik & ¥ & 11,868 12,166
Addition NE 23,866 -
Transfer from deposits for land use rights FHIELEB = + b {F A& 13,292 —
Transfer from construction in progress MERETREER
(Note 15) (Bft5E15) 148 -
Amortisation B iR (614) (298)
Net book amount at end of the year FRIREFE 48,560 11,868
Cost X AR 51,770 14,463
Accumulated amortisation 2FEEH (3,210) (2,595)
Net book amount at end of the year FRREEE 48,560 11,868
Leases of 10 to 50 years in Hong Kong HEB-—HERI0ES0F 1,118 1,145
Leases of 10 to 50 years in Mainland China B —f & H 102504 47,442 10,723
48,560 11,868

The leasehold land located in Hong Kong are held under

medium-term leases expiring in June 2047. The leasehold

land use rights located in Mainland China are held under

land use rights of 45 to 57 years expiring in April 2043 to

October 2062.

Certain of the Group’s leasehold land use rights in

Mainland China with a net book value of approximately
HK$1,283,000 (2005: HK$1,315,000) are mortgaged as
collateral for the Group’s short-term bank loan amounting
to approximately HK$17,391,000 (2005: HK$15,094,000)

(Note 24).

EREBEZHEELHIREEZE —_THLFRX
A#XImz P HBEOMEES - ETFEcHEE
THERELDREAHN+TAEA TS
(AE_ZEN=FMAE_TX _F1+HZ
Hi) 2 L e MEmMTAE ©

AEEMNRFEcETHE - HFERAER
M FE#%1,283,00087 (ZEZTRHF
1,315,000 L) EEREHRITERD
17,391,000/ L (ZEZF A F : 15,094,000
Bor) 2 HEH (Mt 24) o



(a) Group (a) £
Leasehold Furniture and
Construction- improvements Moulds and ~ computer
Buildings  in-progress  and fixtures  Machinery tooling  equipment Total
B R
Be HRIR EES B® HARIE  EKRG aft
HKS$'000 HKS'000 HKS'000  HK$'000 HKS'000 HKS'000 HKS'000
THR THR ThR THR THR THR THR
At 1 April 2004 “2ZMEMA-A
Cost B 85,766 7137 16,253 285811 19,509 37,499 481,975
Accumulated depreciation 2ENE (8,347) - (18776)  (202,342) (17,373) (32,525 (279,363)
Net book amount REFE 77419 7137 21,477 83,469 2,136 4,974 202,612
Year ended BEZ-EZLE=-H=1-R
31 March 2005 LEE
Opening net book amount B3R FE 77,419 7137 21471 83,469 2,136 4,974 202,612
Additions AE 4,645 1,947 5,545 30,934 2,041 3,832 48,944
Transfer infout) &)/(ih) 6,132 (6,627) 495 - - - -
Disposals & - - - (263) - (24) (287)
Depreciation il (2,234) - (3899)  (27,142) (1,131) (3,454) (37,860)
Closing net book amount BREEFE 85,962 2,457 29,618 86,998 3,046 5,328 213,409
At 31 March 2005 “E2EREZB=1-H
Cost B 96,543 2457 52203 300,454 21,546 38,534 513,827
Accumulated depreciation ZENE (10,581) - (22,675)  (215,456) (18,500) (33,2060 (300418
Net book amount REFE 85,962 2457 29,618 86,998 3,046 5,328 213,409
Year ended BEZ-EE/RE=-R=1-H
31 March 2006 LEE
Opening net book amount ~ E3¥IIRE F(E 85,962 2457 29,618 86,998 3,046 5,328 213,409
Additions hE 3,746 29,079 217 24,616 2,79 5,840 68,193
Transfer to leasehold land ExHELTH
and land use rights RiERE - (148) - - - = (148)
Transfer inf(out) g1/ (1) 2,250 (2,250) = = = = =
Disposals HE - - = = = 2) 2)
Depreciation e (8,848) - (5607)  (29523) (1,282) (4,154) (49,414)
Closing net book amount BREEFE 83,110 29,138 26,128 82,091 4,559 7012 232,038
At 31 March 2006 “2EREZR=T-H
Cost B 102,539 29,138 53397 326,650 21,641 36,587 569,952
Accumulated depreciation Z2ENE (19,429) - (27269 (244,559) (17,082) (29575 (337,914)
Net book amount REFE 83,110 29,138 26,128 82,091 4,559 7,012 231,038

Depreciation of HK$47,307,000 (2005: HK$35,925,000)
has been expensed in cost of sales, and HK$2,107,000
(2005: HK$1,935,000) in general and administrative

expenses.

¥ & R 47,307,0008 T (Z ST ZERHF
35,925,000 L) EEHE K AL 8 &
2,107,000 T (ZEZT H 4 : 1,935,000/
T eFA— B RITHER -



(b)  As at 31 March 2006, the Group did not have any
machinery held under finance leases. The details of

machinery held under finance leases as at 31 March

2005 were as follows:

by R-ZEXFE=ZA=+—H A%EE
WEAMURERETE 2 #E - ©¥
—EERF=-A=+—HBUREHRE
BAEZHBFEBOT :

2006 2005

—EERE —TTOF

HK$'000 HK$'000

THERT FET

Net book amount at beginning of the year 4 ] IR E ¥ & - 12,258
Disposal HE - (5,581)
Depreciation e - (2,504)
Net book amount at end of the year FRIREFE - 4,173
Cost X AR - 16,693
Accumulated depreciation 2REFE - (12,520)
Net book amount at end of the year FRREEE - 4,173

() Certain of the Group’s buildings in Mainland China

with a net book value of approximately
HK$5,921,000 (2005: HK$8,664,000) are mortgaged
as collateral for the Group’s short-term bank loan
amounting to approximately HK$17,391,000 (2005:

HK$15,094,000) (Note 24).

(0 AEEMRPEzETEFIREFE
#495,921,0008 T (Z 2T A F
8,664,000/ 7T) EEAREIRITER
#4917,391,0008 T (Z 2T A F :
15,094,000/8 7T) < 1 (K 5E24) -



2006 2005
—EBARE _—TTRF
HK$'000 HK$’000
THERT FAT
Unlisted shares IE ETRY D 2 BANE 193,285 193,285
Amounts due from subsidiaries NG E ] 225,394 208,462
418,679 401,747

Less: Provision for impairment of B RB AR Z
investment in a subsidiary KEREBEER (3,087) (3,087)
415,592 398,660
The outstanding balances with subsidiaries are unsecured, B AR 2 mAREERIBIL EER - TEH

non-interest bearing and have no pre-determined B

repayment terms.

 RORBTAEEEGRK ©



Particulars of the principal subsidiaries as at 31 March RZBEZERF=ZA=+T—HBZENEBEQA
2006 are: Z A&
Place of
incorporation/ Particulars of
establishment and Principal activities and issued/registered
Name kind of legal entity  place of operation share capital Interest held
TR LE B#1T/
8 wHREIETEREN IEXBREEHH ot it IR & BikE
Karrie International The British Investment holding in Ordinary US$100 100%
(B.V.1.) Limited Virgin Islands, the British Virgin Islands TEA100E T
limited liability REERKR ZBERES
company
RERUES
BEREERAR
Castfast Industrial Hong Kong, Plastic injection moulding Ordinary HK$100 100%
Company Limited limited liability operations in Hong Kong LEM100%8 T
ZEZPBHLARLE  company BRIELE  BE Non-voting deferred (i) =
BB HK$990,200
BEREERAR EARF IR TR (i)
990,200/ 7T
Castfast Industrial Hong Kong, Manufacture of computer Ordinary HK$100 100%
(Yan Tien) Limited limited liability casings, office automation EREAR10078 T
EHEZEBEBTEH company products, moulds and plastic Non-voting deferred (ii) -
= CYNE] B and metal parts; provision of HK$10,000
EREEAA electronic manufacturing B EREER ()
services; property holding 10,0007 7T

and investment holding in
Mainland China
BUEBRINGR  BRE
XBEm BARZBER
TBEMt REEFER
RIR®  FEDER
REZER  PE



Place of
incorporation/
establishment and

Principal activities and

Particulars of
issued/registered

Name kind of legal entity  place of operation share capital Interest held
B E: T g2#17/
=z WHRREEBREN IEXBREEHE ot i B BakE
Castfast Magnetics Hong Kong, Manufacture of plastic Ordinary HK$10 100%
Moulding Limited limited liability injection moulds and metal LERI10E T
REUETRRK company stamping dies in Hong Kong Non-voting deferred (ii) -
AR BB HEITPEARTSE HK$30,000
BEREERA WEEE - BE 4% 32 R T A (i)

Dongguan Yanxun
Electronics Company
Limited (iii)

FEEAET
BRAT (i)

Hong Kong Hung Hing
Metal Manufacturing
Company Limited

EEERSBE M
AR AT

Mainland China,
sino-foreign joint
venture

R
RINEBRE

Hong Kong,
limited liability
company

BB
BEREEAR

Manufacture of computer
casings, video cassette
housings, office automation
products and plastic and

metal parts in Mainland China

BUEBERINR  SFHIR

BOENBRERNBEBR

TEBEMf FE

Manufacture and sale of metal
parts in Hong Kong
NERHECBHE A

30,0007 Tt

Registered capital
HK$4,500,000

& 74,500,0005 7T

Ordinary HK$100
LR 100% T
Non-voting deferred (i)
HK$250,000
EREREETAR)
250,000/ 7T

85%

100%



Place of
incorporation/
establishment and

Principal activities and

Particulars of
issued/registered

Name kind of legal entity  place of operation share capital Interest held
TR BT/
=X WHREITEREN FIEXBREEHH ot fi AR A BakE
Karrie Industrial Hong Kong, Manufacture and sale of video Ordinary HK$1,000 100%
Company Limited limited liability cassette housings; sale of T im Ak 1,000/ T
EMERBRAR company computer casings and office Non-voting deferred (ii) -
55 automation products, plastic HK$5,000,000
EREEAA and metal parts, metal 95 Z R TR (i)
stamping dies, plastic injection 5,000,000/ 7T
moulds and provision of
electronic manufacturing
services in Hong Kong
RERHEETFINR
HEBMIR PIE
XEEm ZBLEE
HY - eBAREBERAR
BRIRKRHEFR
ERIRE  BE
Karwin Engineering Hong Kong, Design, manufacture and sale Ordinary HK$10 100%
Company Limited limited liability of computer casings, office LTEBI10BT
REBBTIEARLAT  company automation products; Non-voting deferred (ii) -
BB manufacture and sale of plastic HK$100
EREEAA and metal parts, metal EREREER)
stamping dies, plastic injection 1007 7T

moulds and provision of
electronic manufacturing
services in Hong Kong

REr - BENRHE BRI

PR EXEEM  #HE
PRLeBEMt  cBHE
BARBRIBERRHEET
EXRIRG &A



Place of
incorporation/
establishment and

Principal activities and

Particulars of
issued/registered

Name kind of legal entity  place of operation share capital Interest held
B R ] BT/
=z WHREITEREN FIEXBREEHH ot fi AR A BakE
Karwin Technologies The United States Provision of consultancy services ~ Ordinary US$100 100%
Incorporation of America, to group companies in the EEA100E T
limited liability United States of America
company RUEBERRE TASE AR -
EH - ES
BEREFERQA
Kings Horse Investment ~ Hong Kong, Property holding in Hong Kong Ordinary HK$10 100%
Limited limited liability RENE &R L@ERI10BT
YEREERAA company Non-voting deferred (ii) =
& HK$10,000
BEREERAR EARFRER TR (i)
10,0007 7T
Karrie Technologies Hong Kong, Provision of electronic Ordinary HK$30,000,000 100%
Company Limited limited liability manufacturing services 38 % 30,000,000 7T
EARRBEAERLDE  company in Hong Kong
N REBEEFERERT
EREMERA k% BB
Kings Dragon Investment Hong Kong, Investment holding Ordinary HK$2 100%
(HK) Limited limited liability in Hong Kong EmR2E T
HEBEEERAA company RERE  BE
BB
BEREEAR
Karpo Technologies Hong Kong, Investment holding Ordinary HK$1,000 100%
Limited limited liability in Hong Kong LEA1,0008 7T
EEREARAA company REER &%
BEREERT
RREETEX Mainland China, Investment holding Registered capital 100%
BRRAF wholly-owned in Mainland China HK$24,000,000/

foreign enterprise
hE
2EHEBNERE

REER T

paid in capital
HK$5,000,000

& 724,000,000 7T,/
2 %4 785,000,000/ 7T



Note:

(iii)

The shares of Karrie International (BVI) Limited are held directly
by the Company. The shares of other subsidiaries are held
indirectly.

The non-voting deferred shares are not owned by the Group.
These shares have no voting rights, are not entitled to
dividends, and are not entitled to distributions upon winding
up unless a sum of HK$200,000,000,000 has been distributed
by the relevant companies to holders of the ordinary shares.

Dongguan Yanxun Electronics Company Limited (“DYECL")
is a co-operative joint venture established in Mainland China
with an operating period of 12 years up to May 2007.
Pursuant to an agreement dated 24 October 1995, the
Mainland China joint venture partner of DYECL (the “joint
venture partner”) has agreed to waive its entitlement to share

GER

(i)

(i)

(iii)

Karrie International (B.V.l.) Limited Z M& {7
DARBIEERE - HHB AR Z KK
TIARRNBIEEREEA -

BN EREERMDIWIERAEEMES -
Lﬁtﬂxf‘ﬁ&?ﬁ% MEESZRE © B
JERBA TE/aEETmEiﬁHx%/E@Z
428 %838 200,000,000,0007% T
BRDEES ZEMDIR ©

lJ u/<—r

REBEANETFERA TU%%%?JBW
FEANIZAELE  HAEHA T =
F OR-_BEELERAER - BE—HR
—ANEE+A-+HBEREEZHE
;%ﬁz¢ﬁA%Aﬂ REESZTRE

JEFE B 2 = *M@H—EﬁiZﬁ

~

77

vl

in the profit of DYECL in return for a pre-determined annual E’E o B & %ﬁﬂ%@ﬂ:ﬁf CAREEHEEFRF S
fee. Upon expiry of the operating period, the Group and the AAEGESEzMOBCEE -
joint venture partner are entitled to a distribution of assets
in accordance with their respective equity interests.
None of the subsidiaries had any loan capital in issue at BHE_ZEERF=ZA=1T—HLEFERZ
any time during the year ended 31 March 2006. MEBARHYBEEMNERTZEEER -
2006 2005
—EERFE —ZZTTARF
HK$'000 HK$'000
FET FHET
Investment at cost TE KA 12,000 12,000
Share of net assets NEMEEFE
Beginning of the year F 1] - 4,234
Increase in investment in I ANHS B A
an associated company ZIRE - 6,000
Share of associated company’s loss JEfh B & N A 2 BB - (10,234)
End of the year FE - -
Due from an associated company JE Wt Bk & R &) 5RIE 1,874 3,424
Less: Provision for amount due from B FE W EE & A B FRIB
an associated company 2RI (1,874) (3.424)

The outstanding balance with the associated company is

unsecured, non-interest bearing and repayable on demand.

A% LBt 2 N A R R BB 2 SRR R B
PEHE - WHEBKEEE -

-



Particulars of the Group's interest in its associated company

are:
Place of
incorporation/ Particulars of
establishment and Principal activities and issued/registered
Name kind of legal entity place of operation share capital Interest held
M R B#1T/
28 REEERER TEXRREEHE &t it iR & BEEEA
NEC Nagano Karrie Hong Kong, Trading of scanner module Ordinary 30%
Electronics Limited limited liability company and inverter in Hong Kong HK$20,000,000
REAXEREF B RERMFAMHRBRRE - EEA20,000,0008 7T
EFERLA EREEAA BB
Dongguan Naganichi Mainland China, Inactive in Mainland China Registered capital 30%

Karrie Electronics
Limited

REREET
BR AT

sino-foreign joint venture EEEZZE -

R
FOAE D

HK$29,600,000
& it & 729,600,000/ 7T

The Group's associated company has a financial accounting
period of 31 December, which is not coterminous with the
Group.

The shares of NEC Nagano Karrie Electronics Limited are
indirectly held by the Company. Dongguan Naganichi Karrie
Electronics Limited is a wholly owned subsidiary of NEC
Nagano Karrie Electronics Limited.

AEBZBEARZAHFLAT-AS
+—8 EAEET—H -

FRHEBRBAREREMNEFARRF 2KRM TS
RAARBEEFEA REREETARAQA
DEHFEAEREMNETERARZEE
AR -



2006 2005
—BBXE —TTRF

HK$'000 HK$'000

FTET FHETT

Raw materials R % 158,240 204,203
Work-in-progress F 2IpK i 47,490 29,521
Finished goods B K E m 134,098 206,289
339,828 440,013

The cost of inventories recognised as expense and included

FERAEARERLIAFHEREZS

in cost of sales amounted to HK$3,194,796,000 (2005:

HK$2,208,744,000).

During the year, the Group has written-back the provision

for slow-moving inventories for an amount of approximately
HK$18,157,000 (2005: provision of HK$6,986,000).

%8 53,194,796,0008 0 (ZZEZHF :
2,208,744,000/8 7T) °

AEBRAFECHEORERFHEFEEE
###4918,157,0008 T (ZEZRHF : BFA
6,986,000/ 7T) °

2006 2005

—EERE _—TTOHF

HK$'000 HK$'000

THER FAET

Trade receivables 2 5 Wk K 613,109 571,604
Less: Provision for impairment of receivables & : & 5 & U iR R (B % 5 (8,011) (11,523)

605,098 560,081




The Group generally grants credit periods ranging from 30
to 120 days. Aging analysis of trade receivables is as

AEB-—RETEP ZHHPH30EE120
B - BEZRKIIRREDITOT

follows:
2006 2005
—EEXRE _—_TETRHF
HK$'000 HK$'000
FExT FET
0 to 90 days 02 90H 557,023 472,358
91 to 180 days 912 180H 42,726 86,791
181 to 360 days 1812 360H 12,477 10,421
Over 360 days 360H LA £ 883 2,034
613,109 571,604

The carrying amounts of trade receivables approximate their
fair values.

There is concentration of credit risk with respect of trade
receivables as the Group’s sales are concentrated on several
key customers. As at 31 March 2006, the trade receivables
from five largest customers accounted for approximately
86% (2005: 89%) of the above total trade receivables.
The Group’s approach to managing its credit risk is
disclosed in Note 3.

The Group has written-back a provision for impairment of
trade receivables of HK$3,512,000 (2005: Nil) during the
year ended 31 March 2006. Such write-back was included
in general and administration expenses in the consolidated
profit and loss account.

B RBIER ZRMERE R FERT -

AAKEXBETEREIEEF - 84X
SEFERHETEEZRR -BE_-T
ERF=ZA=+—H AREFZEFE
WIRFIE A LR E Z RIKIRFRAI86% (—F
THhE :89%) - AREEEREERRZT
A WBEEMEES -

HE-_ZTZTNF=ZA=+—HItFER -
AEERODESERIERBEEE R
3,512,000 L (TR F : £) » ZO#&H
EERR—RBETHREARERABRERY



Group Company
rEE ¥/ N
2006 2005 2006 2005
—EEXRFE —TTHF ZZEBEXRE —TTHF
HK$’000 HK$'000 HK$'000 HK$'000
FHE T FHET THET FHET
Cash at bank and on hand TEZRRS 56,468 66,562 215 680
Time deposits with initial 9 B(\\:ﬂ Rz
term of less than 7E B 17 3K
three months 266,998 286,103 - -
323,466 352,665 215 680
Denominated in: BEMENA
- HK$ — BT 22,529 302,679 215 680
- uUsD —%7T 290,278 37,030 - —
— Renminbi - AR 5,144 4,650 - -
- JPY — BT 3,297 6,024 - -
— Other currencies —Hih Bk 2,218 2,282 - =
323,466 352,665 215 680

The effective interest rate on short-term bank deposits,

with maturity ranging from 1 to 3 months, was 4.54%

(2005: 2.60%) per annum during the year ended 31 March
2006. Cash at bank earns interest at floating rates based

on daily bank deposit rates.

HE-_ZZF-A=+—HBLEFER

AI

ABPBER—

EZAAZEBHRITEFERZE

BREFIEREB454% (ZFEZRF : 2.60%) iR

THEHAME

It
= o
oAl

AR F B IRI1TER

K K DA F



For the purposes of the cash flow statement, cash and

RRERERME - WE MPITET MR

bank balances and bank overdrafts were as follows: THEXWT -
Group Company
rEH ¥/ N
2006 2005 2006 2005
—EERE —TTEHF ZZBERE —ITTHEF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TET FET
Cash and bank balances & RIRT1TETT 323,466 352,665 215 680
Bank overdrafts RITHEX (92) (664) - -
323,374 352,001 215 680
—EEAE —ZEERF
2006 2005
Number of Nominal Number of Nominal
shares value shares value
BR&HBEE H1E vk = [EINE]
‘000 HK$'000 ‘000 HK$'000
¥ FET + FHET
Authorised: ETERA
Ordinary shares of Em TR
HK$0.1 each T 1B 10741 800,000 80,000 800,000 80,000
Issued and fully paid: BEEITR
BEHERA :
Ordinary shares of TSR
HK$0.1 each H B 10781
Beginning of the year F 9] 407,766 40,777 400,756 40,076
Issued upon exercise of 1T fE AR #E T
share options (Note 22) Br12kMH
(MF3E22) 2,746 274 7,010 701
End of the year FK 410,512 41,051 407,766 40,777
All the new ordinary shares issued by the Company in the RARRAEHRBF T2 EBARES HFEIR
year rank pari passu with the existing shares in all respects. WBERDER -



With effect from May 2002, the Company has adopted a
new share option scheme, under which it may grant options
to employees of the Group (including executive Directors
of the Company) and other third parties (as stipulated in
the agreement of the Share Option Agreement as dated
21 May 2002) to subscribe for shares in the Company,
subject to a maximum of 30% of the nominal value of the
issued share capital of the Company from time to time
excluding for this purpose any shares issued on the exercise
of options. The exercise price will be determined by the
Company’s Board of Directors and shall at least be the
highest of (i) the closing price of the Company’s shares on
the date of grant of the options, (ii) the average closing
price of the Company’s shares for the five trading days
immediately preceding the date of grant of the options,
and (iii) the nominal value of the Company’s shares of
HK$0.1 each.

No options have been granted to employees and Directors
of the Company during the year ended 31 March 2006
(2005: 21,788,000). All options granted under the old share
option scheme will continue to be valid and exercisable in
accordance with the rules of the old share option scheme.

}

5 P

AREARN_ZET_FHRBRA —ENE
Rt El AR MAKRE 2 EE (BHFER
RAZHATEFR) RE=ZF (R _TZT_F
AR+ RZBRESEZHAE) ZhE
BRIEABERBARRR 2D - HEKZ AR
RAEREHETRARE (TEERTERE
PRIET 31T 2 BR 1) 30% B - X BIRETT
FEEBHARRZEZTSEE © NOART
BORBRERTHZEMHE @ (NBEEXK
TEREANALERXS B ARA RS ZF
BT E ¢ R(i)A DA ) 2 HEFR10
Bl =FURSERE -

ARABHBE_ZTTENF-A=+—HILF
EATHEMEEREERLERE (TS
FEF ¢ 21,788,000) - FIBIRZEER BIRE
FEIfRE cERESSEEER - LA
KRBREBBREZRAITE -



Details of movement of share options under the old and MEBREFECBEBRERBE _TTX
new share option schemes during the year ended 31 March FZRA=F+—BHIFEZEHFB
2006 were:

Number of share options

Lapsed as a
Granted Exercised result of
Subscription Beginning during during  termination of
Date of grant Exercise period price of year the year the year empalao nz;nt End of Year
AN JJ:
REBH TERR ERER £ AFEERE XEECARE BRAAEE EE
HK$ ‘000 ‘000 ‘000 ‘000 '000
A7 : T 7 i i
old share‘option scheme
ERRETS
20 September 2000 20 September 2000 to 0.300 820 - - - 820
30 November 2006
“EEREAACTH “EETENAC +H§
ZEERET-A=TH
New share option scheme
FRRESH
22 May 2002 22 May 2002 to 21 May 2012 1.300 400 - (200) - 200
“ZE-fR1A-1-H “RT_FRA-TCHE
CSE-cERf-t-F
1 November 2002 1 January 2003 to 1.650 5,450 - (1,880) - 3,570
31 December 2012
“FR_F1t-A-A “ER-F-J-BE
ZE-ZfTA=t-H
1 December 2003 1 August 2005 to 2475 11,860 - (120) (3,062) 8,678
30 November 2013
“REZETCA-R :?Tﬁ%ﬂﬂ AE
“2-ZEt-A=1H
27 April 2004 1 January 2005 to 26 April 2014 1.900 3,742 - (546) (60) 3,136
“EEMEMA-T LA “FThE-f-A%2
ZE-MEMAZT/A
1 February 2005 1 January 2006 to 3.150 5,450 - - (560) 4,890
31 January 2015
“ZENE-A-H “EENE-R-RR
ZE-RF-REt-
7 February 2005 1 July 2005 to 3350 11,400 = = = 11,400
6 February 2015
“EENF-ALA “EERFLA-AE
“E-nEZARA

39122 = (2,746) (3,682) 32,694




Details of movement of share options under the old and

i ZBEERBE_TTH
new share option schemes during the year ended 31 March FZA=T—"HLEFEZEZHFE
2005 were:
Number of share options
B
Lapsed as a
Granted Exercised result of
Subscription Beginning during during  termination of
Date of grant Exercise period price of year the year the year empELo n;gent End of Year
AN JJ:
REBH fTESR BRES £ X5ECEE AFESAE  EBARKE EE
HK_$ ‘000 ‘000 ‘000 ‘000 ‘000
A7 : T 7 T T
Old sharexoption scheme
ERRETE
19 June 1999 19 June 1999 to 0335 2,700 = (2,700) - -
30 November 2006
“AANERATAA “AANERATARE
“255E+-A=1H
20 September 2000 20 September 2000 to 0.300 1,020 - (200) - 820
30 November 2006
“EETENAACTA “ERRENACTHEE
“255E+-A=1H
New sharf option scheme
HRRAHE
22 May 2002 22 May 2002 to 21 May 2012 1.300 1,320 - (920) - 400
i Sk 351 by gt “ET_FRACTCRR
Z2-_5RA-1-H
1 November 2002 1 January 2003 to 1.650 7,840 - (2,090) (300) 5,450
31 December 2012
“FE_F1-A-R ZEE=F-F-RE
“E-CEtZA=t-H
1 December 2003 1 August 2005 to 2475 12,490 - - (630) 11,860
30 November 2013
“TR=E+ZA-R S SR
“E-E+-f=tH
27 April 2004 1 January 2005 to 26 April 2014 1.900 - 4,938 (1,100) (96) 3,742
ZEEMEMAC-T A “FThE-f-A%2
ZE-MEMAZT/A
1 February 2005 1 January 2006 to 3.150 - 5,450 - - 5,450
31 January 2015
“EZERE-R-R :ZZAE R-R%
B-1f-R=1-
7 February 2005 1 July 2005 to 3.350 - 11,400 - - 11,400
6 February 2015
“ESRECALA “EERELA-AZE
“E-RFZARA
25,370 21,788 (7,010) (1,026) 39,122




The fair values of options granted under the share option NZIEAAETEEXET 2 BREE
scheme determined using the Binomial Option Pricing BHzEBREZAFEAT
Model were as follows:

1 December 27 April 1 February 7 February
Date of grant of share option 2003 2004 2005 2005
—E2=F C—ZTETNMF —TTIF —TTIF
BREELBH +=A-H @A=+tH =A—-HB Z=AtH
Average fair value of share R ABRE
options at date of grant FHATE HK$0.4674  HK$0.3850 HK$0.6387 HK$0.6658
Significant inputs into REERAFHALZ
the valuation model: EZEH
Exercise price 1TEE HK$2.475 HK$1.900  HK$3.150  HK$3.350
Share price at grant date REHAZRE HK$2.470 HK$1.900  HK$3.150  HK$3.350
Expected volatility 8 B R 18 33% 33% 33% 33%
Risk-free interest rate = [ A R 4.496% 4.250% 3.647% 3.512%
Expected life of options AR 2 THER A A 10 years 10 years 10 years 10 years

Expected dividend yield EHRE X 8.16% 8.16% 8.16% 8.16%




(a) Group (a) E&KEH
Capital  Share-based  Fixed assets
Share Capital  redemption compensation  revaluation Retained
premium reserve reserve reserve reserve profits Total
NREXf ETEE
ROEE  E4RKE E2RORE  MERB  ERRGE  REEA At
HKS$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
ThEn ThEn ThEn TiExn T ThEn ThEn
Balance at 1 April 2004, “ETMEMA-Ar
as previously reported £8 RHZR 72,815 5,900 449 - 30,604 225195 334,963
Reversal of fixed assets revaluation reserve & L R EFE G
for leasehold land and buildings L - - - - (32,231) (4,455) (36,686)
Deferred tax adjustment for leasehold B E L3 REF 2 BT
land and buildings WEHRE - - - - 1627 - 1,627
Effect of adopting FRERHBRS
HKFRS 2 RAEHE - - - 768 - (768) -
Balance at 1 April 2004, as restated “TIMEMA-R B8
B4 72,815 5,900 449 768 - 219,972 299,904
Profit for the year, as previously reported  AE &M + ZEI 28 150,344 150,344
Effect of adopting FnadesEn
HKAS 16 165078 - - - - - 433 433
Effect of adopting RaEserEd
HKAS 17 TR FE - - - - - 514 514
Effect of adopting FnEERBREER
HKFRS 2 2 V8 - - - 4,718 - (4718)
Profit for the year, as restated AERT - E5 146,573
Dividends paid EikRE - - - - - (83,040) (83,040)
Issue of shares upon exercise Tl BREM
of share options B2k 6,999 = = = = = 6,999
Balance at 31 March 2005 ZEEREZA=T-H
LEB 79,814 5,900 449 5,486 - 283,505 375,154
Represented by: R%:
Proposed dividends B 50,971
Reserves =1 232,534
283,505
Balance at 1 April 2005, “ZTREMA-H
as per above LEB R 79,814 5,900 449 5,486 - 283505 375,154
Profit for the year AERH - - - - - 186379 186,379
Dividends paid 2R E - - - - - (88,119) (88,119)
Effect of adopting FhBERBREER
HKFRS 2 BRI TE - - - 5,851 - 1,460 7311
Issue of shares upon i ERE
exercise of share options m&fzRkH 5,101 - - (679) = = 4,422
Balance at 31 March 2006 ZETRF-A=T-H
LER 84,915 5,900 449 10,658 - 383,225 485,147
Represented by: R% :
Proposed dividends Kk S 65,682
Reserves 1 317,543

383,225



(b) Company

(by A2F

Capital Share-based
Share  redemption Contributed compensation Retained
premium reserve surplus reserve profit Total
DREX 2
ROEE EXBEEGR#AE BABH M REEA aft
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TR THER TAR TR THER
Balance at 1 April 2004, “ZEMFMA-A
as previously reported TR ARIEHR 72,815 449 193,185 - 67,627 334,076
Effect of adopting HKFRS 2 BB B REES
F1RTE - - - 768 (768) -
Balance at 1 April 2004, “ETMEMA-A
as restated L% EF 72,815 449 193,185 768 66,859 334,076
Profit for the year, AEEM
as previously reported LGS 86,389 86,889
Effect of adopting KRB B I B RS LR
HKFRS 2 BURLHE 4,718 (4,718) -
Profit for the year, as restated KEEF E’;"J - - = = 82171
Dividends paid EiRRE - - - - (83,040)  (83,040)
Issue of shares upon exercise TEEREMET
of share options 2 6,999 = = = = 6,999
Balance as at “ETRF
31 March 2005 SA=tT-Bz#&sn 79814 449 193,185 5,486 65,990 344,924
Represented by: R :
Proposed final dividend R AR S 50,971
Reserves & 15,019
65,990
Balance at 1 April 2005, “EERENA—H
as per above Lfag ALk 79,814 449 193,185 5,486 65,990 344,924
Profit for the year KE &R - = = = 89,947 89,947
Dividends paid EIRE S - - - - (88,119) (88,119)
Effect of adopting AR B REES
HKFRS 2 F2RTE - - - 5,851 1,460 7,311
Issue of shares upon exercise TREREMET
of share options 2Rt 5,101 - - (679) - 4,422
Balance as at ZEERE
31 March 2006 SRA=t—-Hz#&sR 84915 449 193,185 10,658 69,278 358,485
Represented by: R
Proposed final dividend BERARE 65,682
Reserves 1 3,596

69,278



Under The Companies Act 1981 of Bermuda (as amended),
contributed surplus is distributable to shareholders, subject
to the condition that the Company cannot declare or pay
a dividend, or make a distribution out of contributed
surplus if (i) it is, or would after the payment be, unable
to pay its liabilities as they become due, or (ii) the realisable

BREERE-NAN-—FREDER(BE) -
BABBAIHED IR TR - BRI
BREROARBTEXBETEINIHE
B HNEEENAZRABEESERMD
REBERECHETRAURRDEED
BatAEE - AIARAE A E Mk X

value of its assets would thereby be less than the aggregate BB RtBABBRELE DK °

of its liabilities and its issued share capital and share

premium account.

Group
AKEE
2006 2005
—EEXRE —TTRF
HK$'000 HK$'000
FExT FET
Non-current ERB
Long-term bank borrowings, secured RHETEE  BAHEHA 148,625 89,375
Current Vi),
Bank overdrafts RITHEX 92 664
Trust receipt loans S WIEEREITER 181,084 296,887
Short-term bank borrowings MHRTEE 47,491 172,528
Current portion of long-term RHRITEE
bank borrowings B B8R =B {7 57,750 25,750
286,417 495,829
Total borrowings BmEE 435,042 585,204




(@)  The maturity of the Group’s borrowings is as follows: () SBEEEZINHBEMT :

Short-term bank

Long-term bank borrowings and
borrowings bank overdrafts Trust receipt loans
RARTEE AURTHEERRTEX FRUBRITERN
2006 2005 2006 2005 2006 2005

ZEERE —TTRE ZBEEAE —TTHE ZBEERE —TTHE
HK$'000  HK$'000  HK$'000 HK$'000  HKS$'000 HK$'000
TiEn TER TiEn TER TR TiEn

Within 1 year —ER 57,750 25,750 47,583 173,192 181,084 296,887
Between 1 and 2 years —EE R ER] 57,750 31,750 - = - =
Between 2 and 5 years MEE R FH 90,875 57,625 - = - =
Wholly repayable within REFR
5 years 2HER 206,375 115,125 47,583 173,192 181,084 296,887
(b)  The average effective interest rates of the Group's (b) AEEREERAZRITEEFHER
bank borrowings at the balance sheet date are as F=EET
follows:
2006 2005

—¥RAF -TTHF

Long-term bank borrowings, at floating rate REORITEE  FEE 5.04% 3.13%
Short-term bank borrowings, at fixed rate MHRITEE  TEE 5.58% 5.35%
Short-term bank borrowings, at floating rate MERITIEE - FEE 5.36% 3.52%
Obligations under finance leases MEHERMR - 4.00%
Trust receipt loans S BIBRITE R 5.11% 2.57%

Bank overdrafts WITEL 8.04% 5.25%




(c) The carrying amounts of the borrowings are
denominated in the following currencies:

(0

EEZRESENATINER BB

2006 2005

—BEAE _—ZTTHF

HK$'000 HK$'000

FHEx F&ET

HK$ BT 417,651 522,537
RMB PN 17,391 24,528
us$ = - 38,139
435,042 585,204

The carrying amounts of the borrowings approximate their
fair value.

Short-term bank borrowings of approximately
HK$17,391,000 (2005: HK$15,094,000) were secured by
certain of the Group’s leasehold land and land use rights
and buildings in Mainland China with a net book value of
approximately HK$7,204,000 (2005: HK$9,979,000). Other
short-term bank borrowings are secured by the guarantees
provided by the Company and certain of its subsidiaries
(Note 33).

The bank loans bear interest at HIBOR plus a certain
percentage as agreed with the banks (31 March 2005:
same) and are secured by the guarantees provided by the
Company and certain of its subsidiaries (Note 33).

tEE 2R RERE QA FERLT -

417,391,0008 T (Z 2 A &
15,094,000/ 70) < M HIRITTE R R UAARE
ERAEAEEL M T ERAERETE
REHRH MBEBEEFEEELNA
7,204,000 7 (ZEZ R : 9,979,000/
TL) c MEMBHRITEEREAAAGT RE
ETHEBRARZAREREAER (KT
33) °

Z AR 1T E N B AR 1T R = 5% 8 8 = AN
HRTTHEE TENH (CETRF=H
=+—8:8RA) KAKXQRFREETH
B AR EER (HRE33) -



Provision for long service payments represents the Group'’s
obligations for long service payments to its employees in
Hong Kong on cessation of employment in certain
circumstances under the Hong Kong Employment
Ordinance.

The obligation is calculated using the projected unit credit
method, discounted to its present value and reduced by
entitlements accrued under the Group’s retirement plans
that are attributable to contributions made by the Group.
Such long service payment obligations are valued by Mercer
Human Resource Consulting Ltd, an independent qualified
actuary valuer.

The amounts recognised in the consolidated balance sheet
are determined as follows:

RHARBE 2 EBRAKERETE(RERE
GRENDEETHER TR ILEREEM N2
REIRBEMITEZEE -

?f&z%ﬁﬁ SR EEVERE - W EE
%EE&HM$EILWﬁ%T$%E
W Fh Bt iR - R RERBEE T
HBYAERBEMIEANEREMSE
[RABIEE -

ERAEERBRERZEREIE TN

BX

2006 2005
—¥RAF -TTHF
HK$’000 HK$'000
TR Fx

Present value of unfunded obligations £
and liability in the consolidated

i :éll}

balance sheet

REERBRARNIEE
EEhABEZRE

5,977 7,369




The amounts recognised in the consolidated profit and

loss account are as follows:

EReBRaRERZSBOT

2006 2005
—EERE ZZTTRF
HK$'000 HK$’000
THERT FAET
Interest cost FLE R AR 363 369
Net actuarial gains recognised ERRZEE K= FHE (1,568) (2,808)
Total, included in employee benefit it GIREIRAAZA)
expenses (Note 13) (FF3E13) (1,205) (2,439)
The above credits were included in general and A FEIHINR —BRITHERA °
administrative expenses.
Movements of the provision for long service payments of AEBERRG 2 EBEHNAT -
the Group are as follows:
2006 2005
—EERE CZZTTRF
HK$'000 HK$’000
THERT FAET
Beginning of the year F 1] 7,369 10,142
Write-back of provision in AN [E A
current year (Note 13) (MF7E13) (1,205) (2,439
Payments made during the year REDMHEK (187) (334)
End of the year FIE 5,977 7,369
The principal actuarial assumptions used were as follows: FTRAZEERBRERIZAT -
2006 2005
—EEXE —_ZTTHF
Per annum Per annum
BF BF
Discount rate AL IR X 4.50% 4.75%
Credit rate on mandatory provident fund & il |4 £ f& & [0] 3 =X 4.50% 4.50%
Expected rate of future salary increases R R B < T8 BRI = & 3.00%  2.00-3.00%




Deferred taxation is calculated in full on temporary
differences under the liability method using a principal
taxation rate of 17.5% (2005: 17.5%).

The deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off and when the
deferred income taxes relate to the same tax jurisdiction.
The following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet:

ELEBBERAAGEINEREZEREIEN
KI17T5% (ZEBEERHF  17.5%) k2 &%
o

EEATERENAHIRELEN IR E E EETER
HAEERE - MELMBHRY MFE— B
R AR EEREEERRTEHIAR
BEEEH - A ABERER - T2
RMERAEERBRAIIIK

2006 2005

—EERFE —ZZTTARF

HK$'000 HK$'000

FERT FET

Deferred tax assets BREFIBE E (847) (3,987)
Deferred tax liabilities BEXEMRBEEE 9,876 10,000
9,029 6,013

As at 31 March 2006, the Group had unprovided deferred
tax assets of approximately HK$101,000 (2005: HK$88,000)
primarily representing the tax effect of cumulative tax losses
(subject to agreement by relevant tax authorities) which
can be carried forward indefinitely.

R-BERE=ZA=1+—8 " K&£EE Xk
EEBEEFIBEEL101,0008 L (=ZF
THF : 88,0008 L) FERKRRFFHIEE
BeBEEE (AXEENRBEHEBRE) -
Ze TR AER B AT -



The movement of the deferred tax assets and liabilities
prior to offsetting of balances within the same taxation
jurisdiction is as follows:

Deferred tax liabilities:

BERERBEEERABEZEHER — B
B2 R SHRT A T

Accelerated
depreciation

and total
InER T8 R A5t
HK$'000
FET
As at 31 March 2004, —EENF=A=+—H "
as restated =7 11,916
Charged to profit and EEm KRR
loss account 658
As at 31 March 2005, —EERF=A=+—H"
as restated =7 12,574
Credited to profit and EEEKRETA
loss account (2,628)
As at 31 March 2006 —EERF=ZA=+—H 9,946




Deferred tax assets:

BT IRE E

Provisions Tax losses Others Total
HK$'000 HK$'000 HK$'000 HK$'000
F&IT FET T IT FHE T
As at 31 March 2004 —EZTF
—H=+—8 (3,241) (448) (336) (4,025)
(Credited)/charged to EEAR
profit and loss account (Bt A) 0k (2,439) 347 (444) (2,536)
As at 31 March 2005 —EERF
=A=+—H (5,680) (101) (780) (6,561)
Charged/(credited) to EEmK
profit and loss account Gt A) Mk 5,680 (338) 302 5,644
As at 31 March 2006 —EETRF
—A=+—H — (439) (478) (917)

A summary of deferred tax (assets) and liabilities prior to

offsetting of balances within the same taxation jurisdiction

is as follows:

EXEHE(BEE) hBBEZHE (EF—#H

Ml 2z R SHAT) T

2006 2005

—EEXRE —_TTRHF

HK$'000 HK$'000

FET FET

Deferred tax assets BREFRIBE E (917) (6,561)
Deferred tax liabilities RERIBEE 9,946 12,574
9,029 6,013




As at 31 March 2006, the Group did not have any finance RZEERF=A=1+—"H KEEXKHE
lease liabilities. The finance lease liabilities as at 31 March BmEHERE RZETRF=ZA=1+—
2005 were as follows: AvmEHEaE s HFBUOT :
2006 2005
—EEXRE _—ZTTRF
HK$'000 HK$'000
FET FET
Within one year —F R - 1,099
Less: Future finance charges W RKRBEHEENHZH
on finance leases - (8)
Present value of finance lease liabilities MEHERECHE - 1,091
The present value of finance lease liabilities is as follows: BMEHERGBECHANT :
2006 2005
—EBEXRE —TZTHEF
HK$'000 HK$'000
FExT FET
Within one year —F R - 1,091
Aging analysis of trade and bills payable is as follows: BHRMERERBBZIRESTHAT :
2006 2005
—BRERFE —ZEThEHF
HK$'000 HK$'000
FET FET
0 to 90 days £90H 408,745 430,671
91 to 180 days 912 180H 16,836 13,750
181 to 360 days 181£360H 2,871 1,072
Over 360 days 360H A & 1,544 1,108
429,996 446,601




Analysis of changes in financing is as follows:

MEBEBEE Z20MWMT

Share capital Short-term Long-term Finance Trust
and share bank bank lease receipt
premium borrowings borrowings obligations loans
IR 2 R bl 3 mE GFRWE
B#EE |OMEE RITEE HEEFE RBOEE
HK$'000 HK$’'000 HK$'000 HK$'000 HK$’000
FHET FHET FHET FHET FHET
As at 31 March 2004 —_ZTTMEF
=RA=+—H 112,891 126,321 75,000 4,986 44,399
Exercise of share options 171 B A% 4 7,700 - - - -
New bank loans MRITEE - 912,999 816,000 - 872,427
Repayment of bank loans B R1T1E K - (866,792)  (775,875) - (619,939)
Repayment of capital BEMEHEAR
element of finance AL EH
lease obligations - - - (3,895) -
As at 31 March 2005 —TTRF
=RA=+—H 120,591 172,528 115,125 1,091 296,887
Exercise of share options 171 B A% #& 4,696 - - - -
Lapse of share options BB 2 1ERE 679 — — - -
New bank loans HIRITIEE - 772,346 130,000 - 809,597
Repayment of bank loans 18 IRIT1E K = (897,383) (38,750) = (925,400)
Repayment of capital EEREHEAR
element of finance ZAEEH
lease obligations - - - (1,091) -
As at 31 March 2006 —TERF
=H=+—8H 125,966 47,491 206,375 - 181,084

The Group is principally engaged in the manufacture and
sale of computer casings, office automation products,
moulds, plastic and metal parts (together referred to as
“Metal and Plastic Business”) and provision of electronic
manufacturing services (“EMS Business”).

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.

AREEERELERBEEWIR R
AEXHER - HA - DBRS BB (5
BIESPBEH) RIERET TR TR
B ETEERTERD -

REARB ZAMHBHRE - NAEERE
NEBEMDBRSEAREBRARAME
DEHBREREBAZT -



(a) Primary segment (a) EXDIH
2006
—EERE
Electronic
Metal and manufacturing
plastic services
business business Elimination Total
g BErEX
BREK RIEK 3K 5 AH
HK$'000 HK$'000 HK$'000 HK$'000
FERT FERT FERT FERT
Turnover EER
External 4SNP 1,431,428 2,161,313 3,592,741
Inter-segment A &P 109,723 (109,723) -
Segment results DEFEE 161,917 52,122 214,039
Other operating income H b & W A 14,628
Operating profit 7 5 A 228,667
Finance costs B 7% B AR (24,531)
Taxation I8 (17,757)
Profit attributable to equity AN AIRXIERF B A
holders of the company JE 15 5 A 186,379
Segment assets DEEE 753,964 661,034 1,414,998
Unallocated assets RKDEEE 157,560
1,572,558
Segment liabilities DEBE 327,932 425,467 753,399
Unallocated liabilities AD#EEE 292,537
1,045,936
Capital expenditures EXRERA 46,296 45,763 92,059
Depreciation e 34,934 14,480 49,414
Amortisation e 292 322 614




(@) Primary segment (Cont’d)

(a) EXDIZ (&)

2005
—TTRF
Electronic
Metal and  manufacturing
plastic services
business business Elimination Total
e BFEX
BRER RIEB H i & H#
HK$'000 HK$'000 HK$'000 HK$'000
FTET FTET TET TET
(Restated) (Restated) (Restated)
(&31) (&31) (E51)
Turnover ]
External S ER 1,172,806 1,390,384 - 2,563,190
Inter-segment & 63,238 - (63,238) -
Segment results DEEE 121,262 45,157 166,419
Other operating income H & A 12,311
Operating profit 15 A 178,730
Share of loss of an JE& {5 Bt & 1 7]
associated company E518 - (10,234) (10,234)
Finance costs B 7 B AR (8,720)
Taxation I8 (13,203)
Profit attributable to equity AR FIRIEFEF A
holders of the company JE 15 % A 146,573
Segment assets DEEE 823,708 592,351 1,416,059
Unallocated assets AoBEE 201,874
1,617,933
Segment liabilities DEEE 423,458 467,148 890,606
Unallocated liabilities AD#MEE 310,972
1,201,578
Capital expenditures EXRERA 44,228 18,008 62,236
Depreciation e 30,629 7,231 37,860
Amortisation B i 227 71 298




(b) Secondary segment (b)y REDE

2006
—EBEXRE
Asia
(excluding North  Western
Japan Japan)  America Europe Total
M

BE (FEEF) XM A aH
HK$'000  HKS$'000  HKS$'000  HKS$'000  HK$'000
TR TE#x TExT TEx TE=xn

Turnover BERE 243,253 1,494,003 600,095 1,255,390 3,592,741
Segment results DEEE 17,187 66,316 60,955 69,581 214,039
Assets BE - 1,524,224 22,965 25,369 1,572,558
Capital expenditures BEXEH - 92,038 21 - 92,059
2005
—ETETRF
Asia
(excluding North Western
Japan Japan) America Europe Total
M
BER (FEAX) EEM il & #

HK$'000 HK$'000  HK$'000  HK$'000  HK$'000
FTAT FTAT TAT FTAT TAT
(Restated) (Restated) (Restated) (Restated) (Restated)
(E3)) (E3)) (Z7)) (E7)) (&51)

Turnover

S
M
%

227,879 1,096,507 429,867 808,937 2,563,190

9
bl
<
ME
mh

Segment results 16,406 47,810 40,950 61,253 166,419

Assets BE - 1,517,626 36,237 64,070 1,617,933
Capital expenditures EXRER = 62,236 = - 62,236
Turnover is based on the country in which the final EEBIRBEKNEBNMMAMERRE
destination of shipment is located. There are no sales Ho@omWmEMEEE -

between the segments.

Assets and capital expenditure are based on the country REER  BEREREBRNREEFRRE
in which the assets are located at the balance sheet date. MIETE o



The Group and the Company had the following significant REBRARBBATREERKE 5T
commitments and contingent liabilities which were not REBCEERERKAGE :
provided in the accounts:

(a) Capital commitments (a) EXREE

The Group had the following authorised and contracted REBBUTERERBN ZEREAE :
capital commitments:

Group Company
rEE ¥/ NN
2006 2005 2006 2005
ZEERF —TThF ZBERF _—ZTTHF
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET THET FHET
Investment in a subsidiary R B A7) Z
B’E 19,000 24,000 - -
Acquisition of land use fEE B L
right in Mainland China 155 A - 7,780 - -
Construction of factory P A B
premises in BB F
Mainland China 3,711 - - =
Purchase of property, BEWE -
plant and equipment B & &t 130 1,820 - -

22,841 33,600 - _




(b) Operating lease commitments

The Group had lease commitments in respect of land and

buildings under various non-cancellable operating lease
agreements extending to October 2047. The total

commitments payable are analysed as follows:

(b) REHEXRE

AEBBEZEMRE_FTHLFTABER

FHEBRSEZ T HEZ

BENAESITWT

ME = -

Group Company
rEE ARQTF
2006 2005 2006 2005
—EERE —TTHhE ZBERFE —I=TTHF
HK$’000 HK$'000 HK$'000 HK$'000
FET FAET THERT FAET
Amounts payable FEfT & 58
Not later than one year TBidE—F 7,756 2,531 - -
Later than one year and B —F1{8
not later than five years THBBARTF 14,789 2,472 - -
More than five years HidAF 130,338 18,731 - -
152,883 23,734 - -
The Group had future minimum lease rental receivable REBRRZAAHE 2K EHE 2 &K
under non-cancellable operating leases as follows: EWHEWRALT
2006 2005
—EEARF _TTLHF
HK$'000 HK$'000
THER FET
Not later than one year T iE—F 709 935
Later than one year but not later HMB—FETEBARF
than five years 1,997 2,912
More than five years R R 1,286 2,663
3,992 6,510




(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 31 March 2006, the Group’s commitment
in respect of the total fee payable to the Mainland China
joint venture partner amounted to approximately
HK$279,000 (2005: HK$518,000).

(c) EHftbEiE

BE—MHR— AN AFT+AZTHEETE
ZwE BN ANE+—F—BE_-%Z
ﬁtﬁﬁﬁ TR REBEAEFER
AR ([REEAMD 2R HFEBRARES=Z
REREMEN o #Em  WIRR—IBEEE 2
FE N_TTXEFEZA=+—H8 A&
EmEMNTRERAMZABAZBE R
¥&E#9279,0008 L (ZZEE R : 518,000/
JC) °©

(d) Contingent liabilities (d) mAREE
Group Company
rEE ARQTF
2006 2005 2006 2005
—EERFE —TThEFE ZBERF _—TThLF
HK$'000 HK$'000 HK$'000 HK$’000
FTER FET THERT FET
Shipping guarantees i B AR - 6,800 - -
Guarantees provided by aETHERA
the Company in respect FIERITRLE
of banking facilities of i 2 it 2
its subsidiaries RNQ w2 FER - - 753,450 443,000
- 6,800 753,450 443,000

The Group’s management anticipates that no material
liabilities will arise from the above bank and other
guarantees which are entered into in the ordinary course
of business of the Group.

AEEEEERYPLAKREBERHE 2R
TERMEAMERTITSELEERARE -



The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the “MPF
Scheme”), a defined contribution scheme managed by an
independent trustee. Under the MPF Scheme, each of the
Group and its employees makes monthly contributions to
the scheme at 5% of the employees’ earnings as defined
under the Mandatory Provident Fund legislation. Both the
Group's and the employees’ contributions are subject to a
cap of HK$1,000 per month and thereafter contributions
are voluntary.

As stipulated by rules and regulations in Mainland China,
the Group contributes to state-sponsored retirement plans
for its employees in Mainland China. The Group contributes
approximately 10% (2005: 10%) of the basic salaries of
its employees, and has no further obligations for the actual
payment of pensions or post-retirement benefits beyond
the annual contributions. The state-sponsored retirement
plans are responsible for the entire pension obligations
payable to retired employees.

During the year, the aggregate amount of the Group's
contributions to the aforementioned pension schemes was
approximately HK$2,921,000 (2005: HK$2,766,000).

As at 31 March 2006, the Group's banking facilities were
secured by:

(i) mortgages over certain of the Group’s leasehold land
and buildings in Mainland China with a net book
value of approximately HK$7,204,000 (2005:
HK$9,979,000); and

(i) guarantees provided by the Company and certain
of its subsidiaries.

The accounts were approved by the Board of Directors on
29 June 2006.

AEBELHBTERELHEBHMELATES
B ([RESFTE) - RESFTEIBRTE
BWIERTE  HBELIRTAETE - BiF&
BeitE AEBEREEBAYIREBE
B2 ABF (& EAHMEAEE L) 5%H
ZEtEEE R - EFHEEBZHAHK
LA1,0008 LA LR - HE 2 HRANBER
ME o

RETBEZRAE  AKEBERRTEE
EfMREZBERERKGEEL R -
AEEERETHREEEARAFHFEH10% (=
ZTZTOF 10%) EREFR > MBEETAE
RERE X HRREENNBREELE
[y - RRBEBZABERREH—#
BB R & B 2 R IKET B HE -

RAFERAEBR G FtRIREIELE 2
MR A2,921,0008 L (ZEZHF
2,766,000/ 7T) ©

MR_EERA=ZA=+—H8 ' x&EHR?T
MEZHEMES

iy AEBURTEZFFNEELMRE

FIREFEL 7,204,000 70 (ZEZ
A4 9,979,000/ 7T) ¢ K&

(i) ARFRETHBLRAEZRFER -

RERRBENR -_ZTERFXNA-TAE
HESEAES -



The results of the Group for the last five financial years KE .%J??\E_Zfig/\ﬁ A=+—8H Jt

ended 31 March 2006 and the assets and liabilities of the BB EEZEE  FR_ET_F -

Group as at 31 March 2002, 2003, 2004, 2005 and 2006 TE=F . ??EE :E%Eﬂﬁ?f

are as follows: TEERNFZA=ZT—HZEEKBED
T

Year ended 31 March

BE=A=t+-ALEE
2006 2005 2004 2003 2002
—B2RRE —TThHF —TTNF —TT=F —TIT-F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TET TET TET TET
(Restated) (Note) (Note) (Note)
(Z751) (PH3E) (Bt 5% ) (Bt &%)

Turnover =ES 3,592,741 2,563,190 1,692,960 1,737,979 1,156,262
Operating profit 4 8 34 228,667 178730 106,527 143,475 94,682
Share of loss of
an associated company  FE{hH & A A& 1B - (10,234) (1,766) - -
Finance costs B 7 B AR (24,531) (8,720) (6,145) (10,401) (9,244)
Profit before taxation BR % A1t A 204,136 159,776 98,616 133,074 85,438
Taxation 1 18 (17,757) (13,203) (8,176) (13,266) (7,068)
Profit attributable to equity &2 AIBRIEH A A
holders of the Company  J& 1k % 186,379 146,573 90,440 119,808 78,370
Note: According to the note 2 to the consolidated accounts, the MisE : tnfr AR B sE2fT - AEEHEZZZT
Group adopted the new/revised statements and interpretations NE=ZA=+—H Z FHEBE RN %ﬁig e
of HKFRS for the year ended 31 March 2006. The figures as BB BREENERRE BE-Z
at and for the year ended 31 March 2005 have been restated TRHE=ZR= Jr* BIEZzHFERBEX
as required. Figures as at and for each of the years ended 31 B cHIE—TE_F=A= ‘f’ B~ =
March 2002, 31 March 2003 and 31 March 2004 have not TE=F="A=+—BRZ-ZZEZWF=A
been adjusted as it is not practicable to restate the figures of S+ —HZEFTUARARE  AEIUAEF
earlier years for comparison purposes. EHFT LRI AT -



As at 31 March
BE=A=+—-HLEE

2006 2005 2004 2003 2002

—EERE —ZTERF —TTNF —_TT=F —TE-F

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

THERT FET FET FAET THEL

(Restated) (Note) (Note) (Note)

(Z71)) GES; (P 5E) (BT &E)

Non-current assets ERBEE 281,445 242,556 260,677 236,549 237,463

Current assets mEE E 1,291,113 1,375,377 722,880 711,911 567,501

Current liabilities mEAE (881,458) (1,094,834)  (532,770)  (547,746)  (413,073)
Long-term bank RERITEE

borrowings, secured B (148,625) (89,375) (52,500) (7,500) (11,500)

Finance lease obligations BEREE T - - (1,093) (5,032) (10,733)
Provision for long FHRBE 2

service payments R (5,977) (7,369) (10,142) (11,814) (11,094)

Deferred tax liabilities EXEHERE (9,876) (10,000) (11,589) (11,626) (10,737)

Minority interests DEREE R (424) (424) (424) (424) (424)

Net assets BEEFE 526,198 415,931 375,039 364,318 347,403

Representing: &K :

Share capital A 41,051 40,777 40,076 38,150 37,694

Reserves i 1 101,922 91,649 109,768 96,816 93,856

Retained profit R 8 4 A 383,225 283,505 225,195 229,352 215,853

Total equity BEmiBE 526,198 415,931 375,039 364,318 347,403




Voting results
as at 7 June 2006
BZ 200656 A7H
IR

- Byluck 5%
2. Changing from a traditional family business to a modern professional enterprise by the

establishment of an executive committee 41%

FBRKTATEESR —HERRGEARELEEZTEHE L MR EXERNEE
3. Detailed explanation of the unique business model

HRREEENEEER 1%
4. Easy-to-read and informative annual reports, website and other corporate literatures .

HEMESRNER  BERPEMALEN 227%
5. Fastissue of annual report after result announcement o

EE DR RRENER >%
6. Voluntary quarterly result announcements

AEIEEE LA AR 18%
7. Voluntary quarterly disclosure of pledging status of the major shareholder’s share holdings o

AEREEERENRRE 2%
8. \oluntary quarterly tea-break program to provide a platform for individual shareholders

to understand the operation of the company 22%

BRAEAREERBEREERT ARITEERMED
9. High return of equity 8%

BRCREEERE °
10. High dividend and clear-cut dividend policy

B AN R 18%
11. Fast payment of dividend after announcement .

LU BRERR 4%
12. Wearing uniforms in press briefing and road show .

SE SR RO T EHIR 1%
13.  Willingness to come clean even in times of announcement of bad news and detailed

description of risk factors 21%

BEHENREFARREMERE - ek AREE
14. Attending to social responsibility in environmental protection, donation and volunteer works etc

BB RET - DIEBRITE  BERBEETRYS 1%
15. Dedication to the core manufacturing business o

THEABOER 9%
16. A distinctive brand centering on dividend, professional management and corporate governance

RSDEMA RN - BERE  SEERRALEA 24%
17. Sincerity of management

HRNEER 21%
18. ;\t:‘grs please specify: 0%

The 3 highest scores marked in yellow
BEDNAESBEA=(L

Why Karrie is able to win the hearts of fund managers/research analysts in gaining top positions in the Asiamoney
Best-managed Companies poll for 3 consecutive years?

1RR R MBI RE A VR B E S8 FBHMRAAN BRI - WEE=FN [ DNEBMRE ] 2 HEEEA RSP
ZHRIE?
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