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Bird's eye view of Anhui Qiaofeng Package Printing Co., Ltd.
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In 2004, the Group has
established a new joint venture
company in Anhui Province
which will principally engage in
the printing and manufacturing
of high quality and multi-colour

packaging products.
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COST
CONTROL

measures

OVERVIEW

The Group reported satisfactory results for the year ended
31st December, 2004. Total sales turnover was
HK$1,188,531,000 representing an increase of 25.5% as
compared to 2003. In addition, net profit for the year
increased to HK$40,939,000, representing an increase of
16.1% over 2003.

In 2004, turnover of the package printing business
reduced by 11.2% mainly due to the change in the
product mix. However, the gross profit margin of the
package printing business remained steady at
approximately 26.2% through effective cost control
measures, including extensive controls on material costs.
Accordingly, the Group was able to maintain its gross
profit margin during the year when prices of paper

materials increased substantially.

During the year under review, the gross profit margin of
the distribution business division increased from 1.3% to

2.9% due to the development of the European markets.

EFFECTIVE
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FINANCIAL PERFORMANCE
For the year ended 31st December, 2004, the Group

achieved a double-digit increase in profit attributable to
shareholders of HK$40,939,000, despite the impact from
the change in product mix in the package printing division.
The steady performance was attributable to the following

factors:

1. The Group continuously has invested in advanced
machinery and equipment to strengthen its

competitive edges.

2. Through competent R&D efforts, the Group has
developed leading techniques and workmanship,
especially in the areas of anti-counterfeiting and

post-press operation.

3. The Group has been able to develop new markets
by setting up a new joint venture to enhance

national coverage.

4. The Group has cemented closer relationships with

major customers.
5. The Group has successfully developed new markets

in other industries, such as the pharmaceutical and

oral-care product industries.

ANNUAL REPORT 2004 KITH HOLDINGS LIMITED @



6. RBEBF > AEENEBEER BB
A TEBRI K EN R RELE KD
26.2% :

— BEEMERAZRNBEERS
HARDRELYE

- RBRBEZZEESEEER - AR
BB KT R BR AR

- FERBARMERRBLEKSE AU
BEEERF  BRIEWHERREE
1B

EREREZRALDS - LE2DE
A B — MR BRA
~  HREAIBEF ALBERE R

- REREIWBMIBEGIER BB
HYRRTEAERGRR -

EELETEHEREBRE

R_TEZEMFE+_A=+—H8  AEBEIRT
HERRELIE G #E3E 1R 156,747,0008 7T 1 218
BESMABEHER - ASERKE S ERRE
HEN _—_ZTNMFAEFTR622R8 (ZEE=
F :60.08) - MFEAEHARI4 R IEKF
#3348 (ZZZT =% : 44.7R) »

(Drarmaran

6. The Group has successfully achieved a steady gross
profit margin for the package printing division at
approximately 26.2% over the past few years by:

- successfully minimising the effects from the
increasing costs of paper materials by passing to
customers;

- Adopting tight working capital management in
order to minimise the inventory level and the
accounts receivable balances;

- Persistently developing new techniques and utilising
advanced machinery to streamline the production
process so as to minimise materials usage and
production wastage;

- Implementing tighter cost controls, especially for
materials costs and general administrative costs;

- Enjoying proximity to major customers to minimise
transportation costs; and

- Exerting strong financial control and ability to
negotiate preferential terms with major banks.

WORKING CAPITAL MANAGEMENT AND
DIVIDEND POLICY

The Group maintained bank balances and cash of
HK$156,747,000, as at 31st December, 2004 and its
working capital utilisation continued to be efficient. The
Group's trade receivables turnover maintained at 62.2 days
(2003: 60.0 days) in the year 2004 and inventory turnover
remained low at approximately 33.4 days (2003: 44.7
days).




EEEZ

nllp

i)

kY

o B2 4 #T Management's Discussion & Analysis

@)

¥

J
L]
{

AEBEAFREZKEBRR  EBERFR
BFEMXNZBRER8.0E -

REBEERBMERER

RBEEFEE
RZZEZTWNF+_A=+—0  A5BHE
B EEF(E 162,947,000 7T - R-ZTZTM
F+_A=+—H RHEEREFEN
92,921,000/ T * BB SRR - Hib &L
BR 3 N 59 B FE UL B 30 %9342,330,0008 7T+ &
IRITER - RITHEER R ©4156,747,000%
T nBABREREMNESERKRE M ER
BR 7K #9129,633,000/ 7T -« FER IR B RBIBL
3,748,000 7T + &% HifE B £9295,670,000
BT o

BERBITME
R-_TEZTWNF+_A=+—H AE£BHE
$R1T R & 48 %8623,564,0008 T © HA Y
326,924,000 ST E & A - £294,382,000
BITUAAREERE 2 PEERRR XERE
o He -+ 4919,003,0007% 7T LA A 2 &R A
BEEEBHBARBE T ZEERESH
B3 2 R -

S

f

O

Total banking facilities

HK$623.6 m

b

The Group maintained a steady dividend policy by paying
a total dividend of HK8.0 cents per year for the last 5

years.

LIQUIDITY AND FINANCIAL RESOURCES

Net current assets

As at 31st December, 2004, the Group had net current
assets of approximately HK$162,947,000. The current
assets as at 31st December, 2004 comprised inventories
of approximately HK$92,921,000, trade, other and short-
term loans receivables of approximately HK$342,330,000,
and bank deposits, bank balances and cash of
approximately HK$156,747,000. The current liabilities
comprised trade and other payables of approximately
HK$129,633,000, dividend and tax payables of
approximately HK$3,748,000, and short-term borrowings
of approximately HK$295,670,000.

Borrowings and banking facilities

As at 31st December, 2004, the Group had total banking
facilities of approximately HK$623,564,000, approximately
HK$326,924,000 of which had been utilised, and
approximately HK$294,382,000 of which was secured by
corporate guarantees and cross guarantees given by the
Group. Of this, approximately HK$19,003,000 was secured
by the assets of the Company’s subsidiaries in the PRC

according to the terms of the relevant loan agreements.
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EBITDA to net interest expenses

16.8 times
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Along with declining interest rates brought about by the
sluggish economy in the first half of 2004, the Group
achieved savings in finance cost, which amounted to
HK$10,188,000 in 2004.

Director’s opinion on financial resources

As at 31st December, 2004, the net debt to equity ratio
(interest bearing liabilities less cash/shareholders’ equity
plus minority interests) was increased from 31.9% to
39.7%. The interest coverage ratio of the Group's earnings
before net of interest expenses, tax, depreciation and
amortisation (EBITDA) to net interest expenses was 16.8

times, improving substantially from 12.6 times in 2003.

The Directors are of the opinion that, taking into account
the financial resources available to the Group, including
internally generated funds and available banking facilities,
the Group has sufficient working capital for its current

development plan.

EXCHANGE EXPOSURE

All the sales and purchases for the package printing
division are denominated in Renminbi and most of sales
and purchases for the distribution division are
denominated in United States dollars or Hong Kong
dollars. Through the currency match for sales and

purchases, the exposure to exchange risks is minimised.



