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In this circular, unless the context otherwise requires, the following expressions shall have the following

meanings:

“Annual General Meeting” the annual general meeting of the Company to be held at Unit 701,

Tower One, Lippo Center, 89 Queensway, Hong Kong at 3:00 p.m.

on 31 May 2007

“Annual Report” the annual report of the Company for the year ended 31 December

2007

“Board” the board of Directors

“Bye-laws” the bye-laws of the Company

“chief executive” has the meaning ascribed to it in the Listing Rules

“Company” KARL THOMSON HOLDINGS LIMITED (

*), an exempted company incorporated in Bermuda with

limited liability and the securities of which are listed on the main

board of the Stock Exchange

“Directors” the directors of the Company

“Group” the Company and its subsidiaries

“Hong Kong” the Hong Kong Special Administrative Region of the People’s

Republic of China

“Latest Practicable Date” 27 April 2007, being the latest practicable date prior to the printing

of this circular for ascertaining certain information referred to in

this circular

“Listing Rules” the Rules Governing the Listing of Securities on the Stock

Exchange

* For identification purpose only
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“Share Repurchase Rules” the relevant rules set out in the Listing Rules to regulate the

repurchase by companies with primary listing on the Stock

Exchange of their own securities on the Stock Exchange

“Share(s)” the ordinary share(s) of HK$0.10 each in the capital of the Company

“Shareholder(s)” the holder(s) of the Share(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Takeovers Code” the Hong Kong Code on Takeovers and Mergers

“HK$” Hong Kong dollar, the lawful currency of Hong Kong

“%” per cent.
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Directors: Head office and

principal place of business:

Executive Directors: Unit 801
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Bermuda

27 April 2007

To the Shareholders

Dear Sir or Madam,

RE-ELECTION OF DIRECTORS
AND

GENERAL MANDATES TO ISSUE AND REPURCHASE OF SHARES

I. INTRODUCTION

The purpose of this circular is to give you information regarding the following resolutions to

be proposed at the Annual General Meeting to enable the Shareholders to make an informed

decision on whether to vote for or against the resolutions, notice of which is set out on pages 88

to 92 of the Annual Report.

* For identification purpose only
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At the Annual General Meeting, the resolutions regarding: (i) the re-election of Directors; and

(ii) granting to the Directors general mandates for the issue and repurchase of the Shares

repurchase of its Shares will be proposed.

II. RE-ELECTION OF DIRECTORS

Pursuant to the Bye-laws, one-third of directors of the Company are subject to retirement by

rotation save any Director holding office as Chairman or Managing Director at every annual

general meeting. Pursuant to Bye-law 99 of the Bye-laws, Mr. Chen Wei-Ming Eric will retire

and, being eligible, will offer himself for re-election at the Annual General Meeting. The details

and brief biography of the Director to be re-elected at the Annual General Meeting are set out

below.

Mr. Chen Wei-Ming Eric (“Mr. Chen”), aged 43, was appointed as an independent non-

executive Director on 8 September 2000, since the listing of the Company. Mr. Chen does not

hold other position in the Group. Mr. Chen is a director of several general trading companies in

Hong Kong. Mr Chen holds a Bachelor of Science degree in Business Administration from the

Boston University in Massachusetts, USA and is engaged in the chemical trading business.

Mr. Chen did not hold directorship in other listed public companies in Hong Kong in the last

three years. Mr. Chen does not have any relationships with any directors, senior management,

substantial or controlling Shareholder of the Company for the purpose of the Listing Rules. As

at the Latest Practicable Date, Mr. Chen does not have any interest in shares of the Company

within the meaning of Part XV of the Securities and Futures Ordinance.

The period of appointment of Mr. Chen is three years since 28 September 2005 and subject to

retirement and re-election provisions in accordance with the Bye-laws. Mr. Chen’s annual

remuneration is HK$50,000 which is based on mutual agreement between the Board and Mr.

Chen and Mr. Chen’s responsibilities and duties in the Company.

The Board is not aware of any other matters that need to be brought to the attention of

Shareholders in relation to the proposed re-election of the aforesaid retiring directors. Mr.

Chen confirms that there are no information to be disclosed pursuant to any of the requirements

under Rules 13.51(2)(h) to 13.51(2)(v) of the Listing Rules.
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III. GENERAL MANDATE TO ISSUE SHARES

At the Annual General Meeting, an ordinary resolution will be proposed that the Directors be

given a general and unconditional mandate to allot, issue and deal with additional Shares

representing not more than 20% of the aggregate nominal amount of the issued share capital of

the Company at the date the relevant resolution is passed at the Annual General Meeting (the

“Issue Mandate”).

IV. GENERAL MANDATE TO REPURCHASE SHARES

At the Annual General Meeting, an ordinary resolution will be proposed that the Directors be

given a general and unconditional mandate to exercise all powers of the Company to repurchase

on the Stock Exchange the Shares in the Company up to a maximum of 10% of the aggregate

nominal amount of the issued share capital of the Company at the date the relevant resolution

is passed at the Annual General Meeting (the “Repurchase Mandate”).

In addition, an ordinary resolution will be proposed at the Annual General Meeting providing

that any Shares repurchased under the Repurchase Mandate (up to maximum of 10% of the

issued Shares as at the date of the grant of the Repurchase Mandate) will be added to the total

number of Shares which may be allotted and issued under the Issue Mandate.

The Repurchase Mandate and the Issue Mandate would continue in force until the first occurrence

of either the conclusion of the next annual general meeting of the Company following the

passing of the relevant resolutions unless it is renewed at such meeting or the expiration of the

period within which the next annual general meeting of the Company is required by the

Company’s Bye-laws or any applicable law to be held or it is revoked or varied by an ordinary

resolution of the Shareholders in general meeting.

An explanatory statement required by the Listing Rules to be sent to the Shareholders in

connection with the proposed general mandate to repurchase Shares is set out in the Appendix

to this circular. The explanatory statement contains all information reasonably necessary to

enable the Shareholders to make an informed decision as to whether to vote for or against the

resolution at the Annual General Meeting.
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V. ANNUAL GENERAL MEETING

A notice convening the Annual General Meeting to be held at 3:00 p.m. on 31 May 2007 at

Unit 701, Tower One, Lippo Centre, 89 Queensway, Hong Kong is enclosed with the 2007

Annual Report for the purpose of considering and, if thought fit, passing: (i) an ordinary

resolution to re-elect of Directors; and (ii) an ordinary resolution to grant to the Directors

general mandates for the issue of the Shares and the repurchase of its Shares. A form of proxy

is enclosed for use by the Shareholders. Shareholders are requested to complete and return the

form of proxy to the Company’s branch share registrar and transfer offer in Hong Kong, Standard

Registrars Limited at 26 Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong as soon as

possible, but in any event not less than 48 hours before the scheduled time of the Annual

General Meeting. The lodging of the form of proxy will not preclude the Shareholders from

attending the Annual General Meeting and voting in person should he so wish. No Shareholder

is required under the Listing Rules to abstain from voting at the Annual General Meeting.

VI. PROCEDURES FOR DEMANDING A POLL

Pursuant to Bye-law 70 of the Company’s Bye-laws, a resolution put to the vote of a general

meeting of the Shareholders shall be decided on a show of hands unless a poll is demanded

(before or on the declaration of the result of the show of hands or on the withdrawal of any

other demand for a poll):

(i) by the chairman of the meeting;

(ii) by at least three Shareholders present in person or by a duly authorized corporate

representative or by proxy for the time being entitled to vote at the meeting; or

(iii) by any Shareholder or Shareholders present in person or by a duly authorized corporate

representative or by proxy and representing not less than one-tenth of the total voting

rights of all the Shareholders having the right to vote at the meeting; or

(iv) by any Shareholder or Shareholders present in person or by a duly authorized corporate

representative or by proxy and holding shares in the Company conferring a right to vote

at the meeting being Shares on which an aggregate sum has been paid up equal to not

less than one-tenth of the total sum paid up on all the Shares conferring that right.

A demand by a person as proxy for a Shareholder or in the case of a Shareholder being a

corporation by its duly authorized representative shall be deemed to be the same as a demand

by a Shareholder.
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VII. RECOMMENDATION

The Board is of the opinion that (i) the re-election of Directors; and (ii) the granting of the

general mandates to the Directors to issue Shares and to repurchase Shares are in the best

interests of the Company and its Shareholders as a whole. Accordingly, the Board recommends

the Shareholders to vote in favour of the relevant resolutions to be proposed at the Annual

General Meeting.

VIII. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of

giving information with respect to the Company. The information contained herein relating to

the Company has been supplied by the Directors, who collectively and individually accept full

responsibility for the accuracy of the information contained in this circular and confirm, having

made all reasonable enquiries, that to the best of their knowledge and belief, there are no other

facts not contained in this circular the omission of which would make any statement herein

misleading insofar as it relates to the Company.

Yours faithfully,

For and on behalf of

Karl Thomson Holdings Limited

Lam Kwok Hing

Chairman
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This Appendix serves as an explanatory statement, as required by the Share Repurchase Rules, to

provide all the information in relation to the Repurchase Mandate for your consideration.

1. SHARE CAPITAL

As at the Latest Practicable Date, the issued share capital of the Company comprised 483,000,000

Shares.

Subject to the passing of the ordinary resolution numbered 4(B) as set out in the notice of the

Annual General Meeting on pages 88 to 92 of the Annual Report and on the basis that no

Shares are issued or repurchased by the Company prior to the Annual General Meeting, the

Company would be allowed under the Repurchase Mandate to repurchase a maximum of

48,300,000 Shares during the period in which the Repurchase Mandate remains in force.

2. REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and its Shareholders to seek

the Repurchase Mandate which enables the Directors to repurchase the Shares in the market.

Such repurchases may, depending on market conditions and funding arrangements at the time,

lead to an enhancement of the earnings per Share and will only be made when the Directors

believe that such repurchases will benefit the Company and its Shareholders. The Directors

have no present intention to repurchase any Shares.

3. DIRECTORS’ DEALING AND CONNECTED PERSONS

None of the Directors, to the best of their knowledge having made all reasonable equiries, or

any of their associates (as defined in the Listing Rules) have any present intention, if the

Repurchase Mandate is approved by the Shareholders at the Annual General Meeting, to sell

all of their Shares to the Company or its subsidiaries.

No connected persons or their respective associates (as defined in the Listing Rules) have

notified the Company that they have a present intention to sell their Shares to the Company, or

have undertaken not to do so in the event that the Company is authorised to make repurchase of

the Shares.

4. FUNDING OF REPURCHASES

Repurchases must be funded entirely from the Company’s available cash flow or working capital

facilities, which will be funded by resources legally available for that purpose in accordance

with the Company’s Bye-laws and the laws of Bermuda. The Company is empowered by its

memorandum of association and Bye-laws to purchase its Shares. Bermuda law provides that

the amount of capital repaid in connection with a share repurchase may only be paid out of
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either the capital paid up on the relevant shares, or the funds of the Company that would otherwise

be available for dividend or distribution or the proceeds of a new issue of shares made for such

purpose. The amount of premium payable on repurchase may only be paid out of either the

funds of the Company that would otherwise be available for dividend or distribution or out of

the share premium account of the Company.

If the Repurchase Mandate is exercised in full, there might be a material adverse effect on the

working capital or gearing position of the Company (as compared with the position disclosed

in the audited financial statements contained in the Annual Report). However, the Directors do

not propose to exercise the Repurchase Mandate to such an extent as would, in the circumstances,

have a material adverse effect on the working capital requirements or the gearing levels of the

Company.

5. SHARE PRICES

The highest and lowest prices at which the Shares were traded on the Stock Exchange in each

of the 12 months prior to the printing of this circular were as follows:

PER SHARE

Highest Lowest

HK$ HK$

2006

April 2.225 1.600

May 2.300 1.680

June 2.350 1.870

July 2.280 1.800

August 2.370 1.880

September 2.650 1.960

October 3.900 2.400

November 4.580 3.640

December 3.850 2.800

2007

January 3.480 2.970

February 3.920 3.200

March 3.700 2.600

April (up to the Latest Practicable Date) 3.400 2.980
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6. DIRECTORS’ UNDERTAKING

The Directors have undertaken to the Stock Exchange that they will exercise the Repurchase

Mandate in accordance with the applicable Listing Rules and the laws of Bermuda.

7. HONG KONG CODE ON TAKEOVERS AND MERGERS

If on the exercise of the power to repurchase Shares pursuant to the Repurchase Mandate, a

shareholder’s proportionate interest in the voting rights of the Company increases, such increase

will be treated as an acquisition for the purposes of Rule 32 of the Takeovers Code. As a result,

a shareholder or group of shareholders acting in concert, could obtain or consolidate control of

the Company and become obliged to make a mandatory offer in accordance with Rules 26 and

32 of the Takeovers Code.

As at the Latest Practicable Date, to the best of the knowledge and belief of the Directors, Mr.

Lam Kwok Hing and Mr. Nam Kwok Lun through J&A Investment Limited (“J&A”) were

deemed to be interested in an aggregate of 311,718,000 Shares, representing approximately

64.54% of the issued share capital of the Company. J&A is beneficially owned as to 80% by

Mr. Lam Kwok Hing and 20% by Mr. Nam Kwok Lun. In the event that the Directors exercise

in full the power to repurchase Shares pursuant to the Repurchase Mandate, the shareholding

of J&A in the Company will increase to approximately 71.71% of the total issued share capital

of the Company and such increase would not give rise to an obligation to make a mandatory

offer under Rule 26 of the Takeovers Code.

The Directors are not aware of any consequence which would arise under the Takeovers Code

as a consequence of any purchases by the Company of its Shares.

8. SHARE REPURCHASES MADE BY THE COMPANY

During the six months preceding the date of this circular, no Shares have been repurchased by

the Company.
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FORM OF PROXY FOR USE AT THE ANNUAL GENERAL MEETING
OF THE COMPANY TO BE HELD ON THURSDAY, 31 MAY 2007

I/We1  

being the registered holder(s) of 2  shares of HK$0.10 each in the share capital of

the Company, HEREBY APPOINT THE CHAIRMAN OF THE MEETING or 3 

 

of 
to act as my/our proxy at the Annual General Meeting of the Company to be held at Unit 701, Tower One, Lippo Centre, 89 Queensway, Hong
Kong at 3:00 p.m. on Thursday, 31 May 2007 (or at any adjournment thereof) and to vote on my/our behalf in respect of the Resolutions set
out in the notice convening the said Meeting as indicated below, and, if no such indication is given, as my/our proxy thinks fit.

Please indicate with a “✓” in the spaces provided how you wish your vote(s) to be cast on a poll. Should this form be returned duly signed but
without a specific direction, the proxy will vote or abstain at his/her discretion.

ORDINARY RESOLUTION FOR AGAINST

1. To receive and consider the Financial Statements for the year ended 31 December
2006 together with the Report of the Directors and Auditors thereon.

2. (i) To re-elect Mr. Chen Wei-Ming Eric as a Director.
(ii) To authorise the Board of Directors to fix Directors’ remuneration.

3. To re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company and
to authorize the Board of Directors to fix their remuneration.

4. To grant to the Board of Directors a general mandate to issue and repurchase shares.

Dated  2007 Signature 4, 5 and 6

Notes:—

1. Full name(s) and address(es) to be inserted in BLOCK CAPITALS.

2. Please insert the number of shares of HK$0.10 each registered in your name(s). If no number is inserted, this form of proxy will be deemed to related.

3. If any proxy other than the Chairman is preferred, strike out “THE CHAIRMAN OF THE MEETING or” here and insert the name and address of the proxy desired
in the space provided.

4. This form of proxy must be in writing under your hand or of your attorney duly authorised in writing or, in the case of a corporation either under its common seal
or under the hand of an officer or attorney so authorised.

5. In the case of joint holders of a share, the vote of the person, whether attending in person or by proxy, whose name stands first on the Register of Members of the
Company in respect of such share shall be accepted to the exclusion of the votes of the other joint holder(s).

6. To be valid, this form of proxy and the power of attorney or other authority (if any) under which it is signed or a notarially certified copy of such power or authority
shall be deposited at the Company’s Branch Share Registrar, Standard Registrars Limited at 26 Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong not less
than 48 hours before the time appointed for the holding of the meeting or any adjourned meeting.

7. The proxy needs not be a member of the Company but must attend the meeting in person to represent you.

8. Completion and delivery of the form of proxy will not preclude you from attending and voting at the meeting if you so wish.

9. Any alterations made in this form should be initialled by the person who signs it.

* For identification purpose only
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