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NOTES TO THE FINANCIAL STATEMENTS
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1.

Basis of preparation

The unaudited condensed interim financial statements are prepared in
accordance with the applicable disclosure requirements of Appendix
16 of the Rules Governing The Listing of Securities on The Stock
Exchange of Hong Kong Limited [the “Listing Rules”] and Hong Kong
Accounting Standard No. 34 “Interim financial reporting” issued by
the Hong Kong Institute of Certified Public Accountants ["HKICPA").

Principal accounting policies

The condensed interim financial statements have been prepared under
historical cost convention, as modified for the revaluation of certain
property, plant and equipment, which are measured at fair value or
revalued amounts, as appropriate.

The accounting policies and basis of preparation used in preparing
the interim financial statements are the same as those adopted in
preparing the annual financial statements for the year ended 31st
December, 2004, except as described below:

In the current period, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards ["HKFRSs"),
Hong Kong Accounting Standards ["HKASs") and Interpretations
(hereinafter collectively referred to as “new HKFRSs"] issued by the
HKICPA that are effective for accounting periods beginning on or
after Tst January, 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the income statement,
balance sheet and the statement of changes in equity. In particular,
the presentation of minority interests has been changed. The changes
in presentation have been applied refrospectively. The adoption of
the new HKFRSs has resulted in changes to the Group's accounting
policies in the following areas that have an effect on how the results
for the current or prior accounting periods are prepared and presented.

A Business combinations
In the current period, the Group has applied HKFRS 3,
"Business combinations”, which is effective for acquisitions
on or after st January, 2005. The principal effects of the
application of HKFRS 3 to the Group are summarised below:

Goodwill

In previous periods, goodwill arising on acquisitions was
capitalised and amortised over its estimated useful life. With
respect to goodwill previously capitalised on the balance
sheet, the Group has disconfinued amortising such goodwill
from Tst January, 2005 onwards and goodwill will be tested
for impairment at least annually. Any impairment loss
recognised during the period is charged to the profit and loss
account. Goodwill arising on acquisitions after Tst January,
2005 is measured at cost less accumulated impairment losses
[if any) after initial recognition. As a result of this change in
accounting policy, no amortisation of goodwill has been
charged in current period. Comparative figures for 2004
have not been restated.
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

2. FTEEHEE (B

A. EBEOf (F)

FEERKUBE LA ATHFIEE  RERS
REEZRAFFEZERBLKAZE R (5
HwIEERE])

BEEEMBMEENFEIR  AERERBK
BLARZAEARREBE  BERIABEZA
FREZBRABHRBRAZ SO (TRER
B DRBEER EBRASRERRTER -
RBEHRE  ARBR2IIREEZIR - LE
REBBEMESN - SEBRBRERA - R
BREMBREEE IR ZABBEERX
ARER-_ZFTAF-A-ACTBHERME
AEE4,997 0008 T (REABEREZIA
BEZHA) - WAHBEMREER -

B. XIERHEAEL R

RBEHRE XTAREELHRBFTIHA
E BELRE TRAEGHEHEAGE R
AR AEEEREE G EYNE 7R
g - REFEEHENE /R BELHE
BFhztuRBFHOERTEERNME
VAR BRERNEEFBRRENEBNER
Twk@Fah  £ZERT  MBOHEER
—HMAABERE - ERMNAEFEEY E
AEATHEBTEN  LHAEREREN
NEAKERERT 2 RNEENER BN
MERBRRATE  TABREREEH
B RASTRREHCEYER - 57
- WEERRREUESES AT EET
B Rt EERESEEADE  BELR
REFIR -

Krrv Howpisis Liviimen

2.

Principal accounting policies (cont'd)

A

Business combinations (cont’d)

Excess of the Group's inferest in the nef fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over
cost [previously known as “negative goodwill’)

In accordance with HKFRS 3, any excess of the Group's
interest in the net fair value of acquiree's identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
["discount on acquisition”) is recognised immediately in profit
or loss in the period in which the acquisition takes place. In
previous periods, negative goodwill was presented as a
deduction from assets and released to income based on an
analysis of the circumstances from which the balance resulted.
In accordance with the relevant transitional provisions in HKFRS
3, the Group has derecognised all negative goodwill of HK$
4,997,000 af Tst January, 2005, which was previously
presented as a deduction from assefs, with a corresponding
increase fo retained profis.

Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and measured using the revaluation model. In the current
period, the Group has applied HKAS 17 “leases”. Under
HKAS 17, the land and buildings elements of a lease of land
and buildings are considered separately for the purposes of
lease classification, unless the lease payments cannot be
allocated reliably between the land and buildings elements,
in which case, the entire lease is generally treated as a
finance lease. To the extent that the allocation of the lease
payments between the land and buildings elements can be
made reliably, the leasehold interests in land are reclassified
to prepaid lease payments under operating leases, which are
carried af cost and amortised over the lease term on a straight
line basis. This change in accounting policy has been applied
refrospectively. Alternatively, where the allocation between
the land and buildings elements cannot be made reliably, the
leasehold interests in land continue to be accounted for as
property, plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

3.

TEEHBERB I NENE 3. Summary of the effects of the changes in accounting policies
FREHBREDHAMEARBTHEEECLEN The effects of the changes in the accounting policies described above
D on the results for the current and prior period are as follows:
BERAA=+HLERER
Six months ended 30th June,
—2ZRF —TTMF
2005 2004
FTER FET
HK$'000 HK$'000
REE AR EABEERD Decrease in amortisation of goodwill 1,152 -
AREBEZRD Decrease in release of negative goodwill (95) -
A HA R A3 Increase in profit for the period 1,057 -
BRIBAZHBENRBEEAEMZEMIFTMT - Analysis of increase in profit for the period by line items presented

EiEEB e RREERD
H A Y 508,

K HARR i M5 0

according tfo their function:

BZAA=1+HILAHEA
Six months ended 30th June,

“EERF e e S

2005 2004

TER FAT

HK$’000 HK$'000

Decrease in share of result of an associate 1,152 -
Decrease in other revenue (95) -
Increase in profit for the period 1,057 -
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)
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F+-A=+—8H

Summary of the effects of the changes in accounting policies (cont'd)
The cumulative effects of the application of the new HKFRSs as at
31st December, 2004 and st January, 2005 are summarised below:

R-ZZEENF R-ZZENE R-ZZL4F
+ZA=+-H +ZA=+-H -A—H
As at As at As at
31st December, 31st December, 1st January,
2004 2004 2005
(R51) Fiifd (25) ik (E51)
(originally stated) Adjustment (restated) Adjustment (restated)
TAET TAET FAET FAET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Balance sheet items
Property, plant and equipment 371,476 (15,501) 355,975 - 355,975
Prepaid lease payments - 15,501 15,501 - 15,501
Negative goodwill (4,997) - 14,997) 4,997 -
Net effects on assets and
liabilities 366,479 - 366,479 4997 371,476
Refained profit (68,869 (68,869 (4,997) (73,860)
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)
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4. Segmental information
The Group's turnover and contribution to operating profit for the six
| months ended 30th June, 2005, analysed by principal activities and
geographical locations, are as follows:
Business segments
R RkEE
BEER DHER HAth e
Printing and
manufacturing of Distribution
packaging products of products Others Total
FTET FTET FET FAET
HK$'000 HK$'000 HK$'000 HK$'000
Six months ended
30th June, 2005
TURNOVER 197,087 475,165 1,259 673,511
RESULT
Segment result 58,224 3,501 4 61,729
Interest income 1,944
Net unallocated corporate
expenses (11,713)
Profit from operations 51,960
Finance costs (3,606)
Recognition of negative goodwill 8,082
Gain on disposal of a subsidiary 358
Share of result of an associate 106
Profit before taxation 56,900
Taxation (6,150)
Profit for the period 50,750
Six months ended
30th June, 2004
TURNOVER 191,180 351,963 1,036 544,179
RESULT
Segment result 45,045 8,065 (140) 52,970
Interest income 1,881
Net unallocated corporate
expenses (6,243)
Profit from operations 48,608
Finance costs (4,634)
Share of result of an associate (2,489)
Profit before taxation 41,485
Taxation (4,077)
Profit for the period 37,408
= 2 T & w5
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BB HR ok M E (&) NOTES TO THE FINANCIAL STATEMENTS (cont'd)
4. PEER (&) 4. Segmental information (cont'd)
2 5 A Geographical segments
RHEES 2 EERE mE R E R
BEANA=tHLAMEA BEXNA=tHLEAHEA
Turnover by Contribution to
geographical locations operating profit
Six months ended 30th June, Six months ended 30th June,
—ETEF —TTNF —EERHE —ZET A
2005 2004 2005 2004
FHT FHAT FHAT FHET
HK$'000 HK$'000 HK$'000 HK$'000
REARERM The People’s Republic of China 337,356 404,973 59,878 48,660
N Hong Kong 320,345 110,705 1,462 Q15
BN Europe 15,781 26,826 386 3,370
x USA - 149 - 4
Hi[m Others 29 1,526 3 21
673,511 544179
REBOETH Unallocated corporate expenses (9,769) (4,362)
&R T Profit from operations 51,960 48,608
5. BR B AT % R 5. Profit before taxation
BREAEFIB OB, GEA) ¢ Profit before taxation has been arrived at after charging/(crediting] :

BERNA=tTHLAEA
Six months ended 30th June,

—2ERIF —TTMEF

2005 2004

THET TAT

HK$'000 HK$'000

(E5)

(restated)

ME - BERRENEREH Depreciation and amortisation of property, plant and machinery 12,270 8,664
FETEE A 5 Amortisation of prepaid lease payments 337 337
X RN Share of result of an associate (106) 2,489
HEMB ARz Gain on disposal of a subsidiary (358) -
FEAmE Release of negative goodwill = (95)
EREBE Recognition of negative goodwill (8,082) -
NSV ON Interest income (1,944) (1,881)
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

BIR Taxation
BEA A=Z+RHLAAEA
Six months ended 30th June,
—EZTRF —TEHF
2005 2004
FTER FET
HK$’000 HK$'000
HREBRE The charge comprises:
AHERIE Current fax:
BEMEHR Hong Kong Profits Tax - -
BB R 2 THIE Taxation outside Hong Kong 4,544 3,167
4,544 3,167
BT A - Deferred tax:
RH Current year 1,606 Q10
1,606 Q10
ARARIREMBAREMGBIE  Taxation attributable to the Company and ifs subsidiaries 6,150 4,077

MR ASERN AL B A EEES XBUSEM G ER
BER - B W BB ERAFRRGHER -

BENIMB 2 HBATIRAREEREARAME ([F
B 2 BB B B AR 2 fh et FE AR B ) 1 A A
KA EMABNAER

BREAN
BEREAREIRFNTDIRES R AREREARGEEM
29,536,000/ T (ZFTM4E : 22,678,000 7T) &t
B BREABN R BHANEETEBR 2 NEFH
8267,693,6008 (ZTZMF : 266,848,0950%) 5t
B-HE_TTONFAA=ZTRIEBRzEREERT
T5iR¥E271,275,01 2B B BAREH B - & BERBRETH
WE BT 2 D BN A R A i R TT 8
ZRBAEFEITEMRERTREHEIT 24,426,917
TRBZMETFHHASE -

MARE_ZZRAF A AA=TRLSRTEREERE
FEZDBETERL  HUEZNESREERT

No Hong Kong Profits Tax has been provided as the Group had no
estimated assessable profit arising in or derived from Hong Kong
during the period.

Taxation outside Hong Kong represents the People’s Republic of China
(the "PRC") income tax calculated af the applicable rates on the
estimated assessable profit of the Group’s PRC subsidiary for the
relevant period.

Earnings per share

The calculation of basic and diluted earnings per share is based on
the profit attributable to equity holders of the parent of HK$29,536,000
(2004: HK$22,678,000). The basic earings per share is based on
the weighted average number of 267,693,600 (2004: 266,848,095)
ordinary shares in issue during the period. The diluted earnings per
share for the period ended 30th June, 2004 was based on
271,275,012 ordinary shares which was the weighted average
number of shares in issue during the period plus the weighted average
number of 4,426,917 ordinary shares deemed to be issued at no
consideration if all warrants outstanding during the period had been
exercised.

No diluted earnings per share has been presented for the period

ended 30th June, 2005 as there were no potential dilutive ordinary
shares in issue.
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

8.
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% BRE=EFZIEFARAMEEER T2 REN
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60H A Within 60 days
61—Q0HRN Within 61 = 90 days
Q0B M k£ More than 90 days
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AEBGETLERRZBERTIHHI0E0ETE -
ERIEBRREZFETRAERRERTBERREE S
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60ER Within 60 days
61—90HA Within 61 = 90 days
Q0B M k£ More than 90 days
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8.

Trade and other receivables from third parties, deposits and
prepayments

The Group allows an average credit period of 30 to 90 days fo ifs
trade customers. Included within trade and other receivables from
third parties, deposits and prepayments are trade receivables balance
of HK$283,697,000 (31st December, 2004: HK$281,399,000,

the aged analysis of this balance is as follows:

g —ETMEF
AA=+H +ZA=+—H
30th June, 31st December,
2005 2004
THERT FET
HK$'000 HK$'000
235,492 197,486
11,109 35,633
37,096 48,280
283,697 281,399

Trade and other receivables from minority shareholders

The Group allows an average credit period of 30 to 90 days to the
minority shareholders. Included within trade and other receivables
from minority shareholders are frade receivables balance of
HK$34,752,000 (31st December, 2004: HK$13,519,000), the aged

analysis of this balance is as follows:

ZEERF —ZTME
AB=+H +ZA=+—H
30th June, 31st December,
2005 2004
THExT FHET
HK$'000 HK$'000
32,973 11,693
1779 1 826
34,752 13,519

R RN FMme T



BB wmRME(E)

14

NOTES TO THE FINANCIAL STATEMENTS (cont'd)

10.
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10.  Trade and other payables

Included within trade and other payables are trade payables balance
of HK$73,927,000 (31st December, 2004: HK$102,675,000), the

aged analysis of this balance is as follows:

=t 2 552 —TETWF
RNA=TH +TZA=+—8
30th June, 31st December,
2005 2004
FTERT TET
HK$'000 HK$'000
Within 60 days 56,133 90,435
Within 61 = 90 days 835 192
More than 90 days 16,959 12,048
73,927 102,675
11. Borrowings
“BRIEF —TTMmE
AA=tH tZA=t—R
30th June, 31st December,
2005 2004
TET FET
HK$'000 HK$'000
Bank loans 162,960 131,543
Trust receipt loans 284,618 195,381
447,578 326,924
Other loans
— Inferest bearing at prevailing market rafe 9,432 19,913
457,010 346,837
Analysed as
- secured [note) 14,085 19,003
- unsecured 442,925 327,834
457,010 346,837
Within one year or on demand 393,843 295,670
More than one year but not exceeding two years 30,000 22,000
More than two years but not exceeding five years 33,167 29,167
457,010 346,837
Less: Amount due within one year shown
under current liabilities (393,843) (295,670)
Amount due after one year 63,167 51,167

it

FERMEERRESARTERA A
14,085,000t (ZETMNE+=-A=+—
A :14,684,00087) - ZEERBREAR
ERBAZGH  NARREDELEREZ
—EWBLARCEERER  ZEENZER
20,345,000 L (ZZ2ZME+ A=+ —
H : 28,536,000 L) °

Note:

Included in secured borrowings are short-term bank loans
totalling HK$14,085,000 (31st December, 2004:
HK$14,684,000) which are to be secured by the assets of
a Company's subsidiary in the PRC according to the terms of
the relevant loan agreements. The net book value of those
assets amounted to HK$20,345,000 (3 1st December, 2004
HK$28,536,000).
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

12.

13.

14.
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12.  Share capital

RHEE 8
Number of shares Amounts
TET
HK$'000
Ordinary shares of HK$0.10 each
Authorised:
At Tst January, 2005 and
30th June, 2005 1,000,000,000 100,000
Issued and fully paid:
At Tst January, 2005 and
30th June, 2005 267,693,600 26,769
13. Capital commitments
—BRIF —
AA=ZtH +=ZA=+—H
30th June, 31st December,
2005 2004
FTER FET
HK$’000 HK$'000
Capital expenditure in respect of the acquisition of
property, plant and equipment:
Authorised but not contracted for - -
Contracted but not provided for 63,943 42121

14. Contingent liabilities

85 #£371,517,000%
94,382,000%7@

30th June, 2005 amount to HK$371,5
HK$294,382,000).

At 30th June, 2005, the Company has issued guarantees amounting
to HK$601,550,000 (31st December, 2004: HK$530,800,000) to
banks and product suppliers in respect of banking facilities granted to
a subsidiary. The extent of the facilities utilised by the subsidiary af
17,000 (31st December, 2004:
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15. BEALZXS 15. Related party transactions
AEEAELBEHNEBEALETZIZSNT During the period under review, the Group had fransactions with the

related parties as follows:

BEAA=T+BHILAAER
Six months ended 30th June,

BMEAL XHUHE —BREF “TTME
Related parties Nature of transactions 2005 2004
TR TEL
HK$'000 HK$'000
THMBBEER  Yunnan Zhaotong Cigaretie Factory AR BEHEE @ Sales of goods by the Group 63,381 55,656
ZHERBT Finance Bureau of Zhaotong AEEERZES Rental paid by the Group
HEB City, Yunnan Province 47 47
Oncapital Limited ~ Oncapital Limited AEEERZES Rental paid by the Group - 198
3togo.com Lid 3togo.com lid AEERRBMZFE Interest received by the Group 387 -
AEBEBEALZHRAERREFBIANERRSE Details of the Group's outstanding balances with the related parties
EBEREIF - are set out on the condensed consolidated balance sheet and note 9.
BEXHEEEN  EHATESRBEATETEGE Save as disclosed above, there were no other significant fransactions
ARG MRZZZAFAAZTEBEATTESR with related parties during the period or significant balances with
TS BEREANES - them as at 30th June, 2005.
16. tt?-‘i%l?— 16. Comparative Figures
ETUBRATEENHE  UREAMBAB 257 Certain comparative figures have been reclassified to conform to the
#H o current financial period’s presentation.
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