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Driving by stable growth of the PRC economy, the consumption level of the people are
improving. Meanwhile, with the approaching of Olympic Games, catalysis effects of rapid
growth in investments and consumptions on economy have been presenting a strong
trend. According to Beijing Statistics Bureau’s estimation, by hosting the 2008 Beijing
Olympic Games, the economic growth of Beijing Municipality will increase by 2% per
annum and the Olympic Games will bring over RMB3000 billion business opportunities to
the PRC.

Accordingly, the demand for consumer products with high quality packaging has been
increasing. In order to capture the opportunity, the Group continuously studies and
develops high-end anti-counterfeit technologies and designs, such as etching printing

technology and copper wire inking technology, which were just put into
production, and has successfully developed hidden image stamping

anti-counterfeit technology. Leveraging on its extensive
experience in package printing, the Group is able to provide
superior and international standard printed packaging products
to the customers.
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KITH, committed to becoming one of the best
package printing enterprises in China, is engaged
in large volume, high quality consumer product
packaging that is produced cost competitively,
artistically, of consistent qualities and with

worldwide distribution.
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On behalf of the Board of Directors (the “Board”) of Kith
Holdings Limited (the “Company”), together with its
subsidiaries (the “"Group”), | am pleased to announce the
operational results of the Group and to present the annual

report for the year ended 31st December, 2007.

Satisfactory results have continuously been achieved in 2007
and this was the fourth consecutive year since 2004 that
the Group had achieved an annual double-digit growth in
profit attributable to equity holders. Turnover maintained at
similar level as in 2006 with a total of HK$1,655,359,000.
The package printing business was able to attain a steady
growth. The distribution of marine fuel oil even recorded a
strong growth on sales mainly because of the surge in crude
oil price in 2007. However, turnover on the distribution of
electronic products decreased due to change in business
model from traditional trading of electronic components and
parts to added-value supply chain management services on
selling consumer electronic products which was commenced in
September 2007. Profit attributable to equity holders increased
by 24.5% from HK$62,258,000 in 2006 to HK$77,527,000
in 2007. With the growth in added-value supply chain
management services on selling consumer electronic products
to oversea market, the Group is expecting rapid growth on
both turnover and profit in the coming years and the Group’s

management is optimistic about the future prospects.
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The Company maintains a stable dividend policy. An interim
dividend of HK$2.2 cents per share has been paid for the six
month ended 30th June, 2007. The Board recommends the
payment of a final dividend of HK$12.8 cents per share for the
year 2007, which represents an increase of 28.0% in comparison
with that of 2006 and it maintains the same dividend payout

ratio of approximately 50%.

Turnover from the package printing business for the year
amounted to approximately HK$448,186,000 representing
an increase of 5.2% as compared to that of 2006. Year 2007
was a consolidation year for the package printing business.
Management spent a lot of efforts on exploring markets on
different segments for the purpose of capturing new markets and
customers to sustain a continuous growth in the future turnover.
Due to the change in product mix and higher production costs
incurred for the trial production of new products, the gross
profit margin reduced from 31.1% in 2006 to 28.5% in 2007.
However, the overall impact was not significant. This was mainly
attributable to the continuous effective cost control measures,
the increasing bargaining power arising from better creditability

in the industry and the improvement in production efficiency.
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Tobacco package printing was still the core product line of the
package printing division, which accounted for 91.6% of the
total turnover of the division. Even though there was no material
consolidation of the tobacco industry in the People’s Republic
of China ("PRC") in 2007, the Government is in the process
of streamlining the number of brands in the industry down to
100. While small local brands cease business in the market,
their market shares would be rapidly taken up by other larger
brands. However, this does not have any significant impact on
the Group’s business as most of its customers are top brands of
the industry. With the local government and/or major customers
as its strategic partners in each of the joint ventures, long-term
relationships with customers and leading technology in anti-
counterfeit and designs, the Group has successfully secured its

market position and will maintain steady growth in the future.

Despite the austerity measures implemented by the PRC
government from time to time to curb the overheating economy
in the PRC, the growth in gross domestic product in the PRC still
continued at a high rate of more than 11.0% in 2007. The rapid
growth in the economy and income for most of the people in
the PRC continued to fuel the robust growth of the demand for
lifestyle and fashionable consumer products which demanded
for better product design and packaging. With the Group’s
leading research and development (“R&D") capability, cutting-
edge technology and equipment including the most advanced

imported printing machinery and equipment which could fit for
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the production of any colour, any shape and any size of consumer
product paper packaging, and the latest anti-counterfeit and printing
technologies, the Group was expanding its product coverage with the
aim to capture additional market shares in printed packaging for other
consumer products including pharmaceutical, wine and health foods.
The result was encouraging and the management is confident that,
by entering into printed packaging markets for other premium quality
consumer products, the Group will continue to grow organically and
the risk of focusing on printed packaging for single major product will
be reduced. The Group will also keep on expanding through setting
up new joint ventures with potential partners in the PRC to capture
the opportunity in this fast growing market and to maintain a healthy

growth.

All imported machineries of the Group's newly set up joint venture
in Chuzhou City, Anhui Province had already been set up, tested
and fine-tuned in early 2007. In order to carry out the Group’s
policy to expand the packaging product, the joint venture will
continue to invest in post-printing machineries for meeting specific
requirements of products in different segments, although the
investment will not be in a very large scale. The joint venture has
already successfully established relationships with such customers and
has gone through various trial productions of different products in
2007. The management is confident that the joint venture will grow
substantially in 2008 and will be the main growth driver of the Group

in the future.
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Turnover from the distribution business during the year
amounted to HK$1,204,492,000, approximately at the same
level of 2006. The reduction in turnover as a result of scaling
down the traditional trading business was almost completely
compensated by the increase in turnover of distributing
consumer electronic products using the added-value supply
chain model and the higher selling price of marine fuel oil

throughout the year.

Adopting the new model in distributing consumer electronic
products achieved a significant breakthrough in the second
half of 2007. To capture the growth in global demand of LCD
television set as a result of shifting of analog broadcasting to
digital broadcasting, the division has successfully concluded deals
with large retail chains in the United States of America (“USA")
on selling LCD television set. Even though the economy in the
USA seems to slow down, the demand for LCD television set,
which is almost a necessity for every family, is still very strong
especially after the introduction of digital broadcasting in the USA
in 2008. As the sales of LCD television set have just commenced
in the last quarter of 2007, the management is expecting that

there will have a significant growth in sales in 2008.
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The new added-value supply chain model has been proved to

be successful. Under such model, the division could attain more
reasonable margins by actively sourcing the most advanced
products at comparatively low prices for customers, and by
providing technical supports, quality control, logistic and
financing arrangements as needed to customers. By putting
all the key functions of supply chain under the same umbrella
and management, the division can provide better services at
competitive prices to customers and generate higher margins
than those of normal trading or manufacturing business. With
the expected growth in turnover in 2008 and years ahead, this
operation will contribute substantially to the Group in coming

years.

As at 31st December, 2007, the number of employees of the
Group maintained at the same level of 2006 of approximately
1,000 employees, of which most of them were working for the

Group's production plants in the PRC.

The Group has offered continuous training to employees to
update their knowledge on the latest technology on package
printing and to maintain the Group's competitive edges in most
advanced package printing technology and design techniques.
The Group adopts a systematic approach on staff performance
appraisal to ensure that every employee is rewarded on a fair and

assessable basis.
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Facing the increasing challenges from the rapidly changing
business environment of the tobacco industry in the PRC, the
Group will proactively take initiatives to discuss with customers
in advance to secure more orders with the assistance from
the local government. This had been proved to be effective in

maintaining the growing trend of the Group in the past.

On the other hand, the growth momentum of the PRC
economy should remain strong and the demands for premium
consumer products will continue to rise, the management is
therefore optimistic about the market for high quality package
printing business in the PRC. With its leading edge anti-
counterfeit techniques and experience in tobacco package
printing product design, the Group is confident in achieving a
leading position in the package printing for other fast growing
premium consumer products. As a result, the Group is seeking
opportunities to diversify itself from the tobacco package
printing to other markets, like pharmaceutical, wine and
health foods. To sustain healthy growth of the Group in the
long run, the management will follow the policy of expansion
through setting up new joint ventures with potential business
partners with strong sales network in different market
segments or with local government in different geographical
areas of the PRC.
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In view of the significant contribution of the USA market to
its distribution business of consumer electronic products, the
Group is planning to set up office in the USA and to bring in
more marketing staff to expand its geographical coverage in
the market. In the past two years, the distribution of electronic
products division already achieved a rapid growth on turnover
and profit which is expected to continue in 2008. To cope
with the additional funding requirements for continuous rapid
expansion of the division, the management will consider various
means of raising funds when it is necessary and the market

conditions are acceptable.

The Group will continue to seek other business opportunities for
further development and diversification, which includes widening
its product portfolio and geographical coverage for the package
printing division, expanding through setting up new joint
ventures with potential business partners in the PRC, expanding
existing distribution markets on consumer electronic products
not only to penetrate the USA market but also to cover European
and Middle East markets, developing other business models to
create added values to both suppliers and customers. The Group
will deploy effectively its financial resources to generate higher
returns to shareholders. The Group will also consider various
merger and acquisition possibilities in order to diversify its

business.
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APPRECIATION

On behalf of the Group, | wish to express my sincere

thanks to our management team, employees and business
partners for their continued dedication and commitment
to the Group. Despite the challenges of the past year,
we could still successfully lay the foundation for future
growth. Finally, I would like to express my gratitude to our
shareholders, investors and financial institutions for their

continued support and trust towards the Group.

Hui King Chun, Andrew

Chairman

Hong Kong, 28th April, 2008
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The Group continued to record double-digit growth in earnings
for the year even though the total turnover of approximately
HK$1,655,359,000 was similar to that of 2006. The package
printing business continued to maintain a steady growth in
turnover while the reduction in turnover from the scaling down
of the simple trading activities on electronic components was
compensated by the increase in turnover of consumer electronic
products under the added-value supply chain model and the
increase in turnover of distributing marine fuel oil arising mainly

from higher selling price of crude oil worldwide.

The gross profit for the year was slightly reduced by approximately
HK$4,644,000 or 2.7% as compared to that of 2006, was mainly
because the gross profit margin of the package printing business
slightly reduced from 31.1% in 2006 to 28.5% in 2007 as a result
of the increase in trial productions for new products during the

year.
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Distribution and selling expenses were slightly lower than
those of 2006 while administrative expenses increased from
approximately HK$56,371,000 in 2006 to approximately
HK$69,771,000 in 2007. The increase was mainly due to
higher conversion rate of Renminbi against Hong Kong
dollar and the increase in administrative costs in Anhui joint
venture due to a full year operation in 2007 as compared

to a half year operation in 2006.

Nevertheless, the profit attributable to equity holders
for the year increased from HK$62,258,000 in 2006 to
HK$77,527,000 in 2007, representing an increase of 24.5%
as compared to that of 2006. This was mainly attributable
to the gain on disposal of held-for-trading investments
of approximately HK$11,128,000 and income arising on
the charging of overdue debts amounting approximately
HK$29,378,000. Earnings per share for the year ended
31st December, 2007 increased to HK29.11 cents as
compared to HK23.26 cents for 2006. The Group maintains
a steady dividend policy of distributing approximately 50%
of its profit attributable to equity holders as dividends to

shareholders.
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As at 31st December, 2007, the Group had net current
assets of approximately HK$254,612,000. The current
assets as at 31st December, 2007 comprised of inventories
of approximately HK$94,423,000, trade and other
receivables and short-term loans receivable of approximately
HK$690,109,000, and bank deposits, bank balances and
cash of approximately HK$136,177,000. The current
liabilities comprised of trade and other payables of
approximately HK$360,800,000, dividends and tax payables
of approximately HK$12,424,000, and short-term borrowings
of approximately HK$313,071,000. The turnover days for
inventory and trade debtors were 16.4 days and 104.9 days
respectively, comparing to 14.6 days and 79.2 days in 2006.

The increase in trade receivables and trade payable at 31st
December, 2007 was mainly due to the sharp increase in
sales of LCD television set in November and December 2007
as such business was only commenced in September 2007.
The increase in short-term loans receivable was resulted
from the reclassification of the long-term loans receivable of
approximately HK$56,310,000 in 2006 to short-term loans
receivable.

The net asset value of the Group as at 31st December, 2007
amounted to approximately HK$708,101,000 or HK$2.71 per
share versus approximately HK$605,061,000 or HK$2.26 per
share as at 31st December, 2006.
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During the year, there was no material change in the Group’s
funding and treasury policy. With the close supervision from
the Group’s management, each operation maintained adequate
financial resources to meet its working capital requirements,
future expansion and debt repayments. As at 31st December,
2007, the Group had total banking facilities of approximately
HK$1,000,000,000, of which HK$570,000,000 had not been

utilised.

As at 31st December, 2007, the Group’s aggregate bank
borrowings amounted to approximately HK$430,871,000, of
which HK$117,800,000 was due after one year to finance part
of the Group’s capital investment in the PRC. The total bank
borrowings as at 31st December, 2007 were lower than those
of 31st December, 2006, which was mainly due to the reduction
in capital investment during the year. The net gearing ratio,
representing the interest bearing liabilities less cash divided
by shareholders’ equity plus minority interests, reduced from
47.8% in 2006 to 41.6% in 2007.
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The interest rates for all the loans are fixed on monthly,
quarterly or semi-annual basis. The finance costs for the
year of HK$27,478,000 were slightly higher than those of
2006 because of the higher interest rate in the PRC and
the increase in average bank borrowings during the year.
The interest coverage ratio was approximately 5.8 times,
slightly higher than that of 5.4 times in 2006. To cope
with increasing bank borrowing rate in the PRC, the Group
continues to monitor its working capital requirement
closely with a view to reduce its total bank borrowing in

the PRC and lower the finance costs.

All of the sales and purchases for the package printing
division are denominated in Renminbi and most of the
sales and purchases for the distribution division are
denominated in United States dollars or Hong Kong
dollars. The exchange exposure is adequately managed

through this natural hedge.
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Mr. Hui King Chun, Andrew, aged 57, is the founder of the
Group and chairman and managing director of the Company. Mr.
Hui is responsible for the overall management and development
of corporate policy and strategy of the Group, and the liaison
with various local governments and authorities in the PRC. He has
over 29 years of experience in management and manufacturing,
including 15 years of experience in the printing and packaging

business.

Mr. Yau Chau Min, Paul, aged 44, is the general manager of
the Group and is responsible for daily operations and project
management, setting up administration policies, devising
the Group’s marketing strategy and overall management of
the Group's sales activities. He holds a MBA degree from the
University of Warwick in the United Kingdom after graduating
from National Taiwan University with a Bachelor of Arts in
Economics. Mr. Yau has had over 20 years of experience in
marketing and sales, corporate finance and management with
several multinational companies. He joined the Group in June
1994.
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Mr. Li Chun Ren

V=EoE
Mr. Zhou Jin

Mr. Hui Bin Long, aged 60, is responsible for the Group’s
R&D in printing technology and applications, establishing and
maintaining an effective and efficient printing operating system
and advising on product types and market penetration. Mr. Hui
has over 30 years of experience in printing operations. He joined

the Group in June 1993.

Mr. Li Chun Ren, aged 75, was one of the founding staff
members of Yunnan Qiaotong Package Printing Co., Ltd.
("Yunnan Qiaotong”) in 1993 and was its vice chairman. He has
extensive operational and management experience in the PRC’s

manufacturing industry.

Mr. Zhou Jin, aged 48, was one of the founding members of
Yunnan Qiaotong. He is currently the vice chairman and general
manager of Yunnan Qiaotong, and is responsible for its overall
management. Mr. Zhou is a senior economist in the PRC and
graduated from the Chinese Academy of Social Sciences with
a master degree in Commerce and Economics. Prior to joining
the Group in March 1993, he was engaged in academic and
research activities with a university and a governmental bureau

respectively in Yunnan Province of the PRC.
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Mr. Wang Guang Yu

REHZIEL
Mr. Ng Chi Yeung, Simon

Mr. Wang Feng Wu, aged 53, is the general manager of
Harbin Gaomei Printing Co., Ltd. (“Harbin Gaomei”) and is
responsible for its overall management. He is an economist
in the PRC and a graduate of Beijing Institute of Graphic
Communication in the PRC. Prior to joining the Group
in March 1993, he had over 20 years of experience in

production and management in the PRC’s printing industry.

Mr. Wang Guang Yu, aged 69, is responsible for the overall
management of Anhui Qiaofeng Package Printing Co., Ltd.
("Anhui Qiaofeng”). He was one of the founding members
of Anhui Qiaofeng and is currently its vice chairman and
general manager. Mr. Wang is an economist in the PRC.
Prior to joining the Group in May 2004, he had over 32
years of experience in operation and management in the

PRC’s printing industry.

Mr. Ng Chi Yeung, Simon, aged 51, is a qualified solicitor
in Hong Kong, England and Wales, an advocate and
solicitor in Singapore, and a barrister in the Australian
Capital Territory. Mr. Ng is a consultant of Rowland Chow,

Chan & Company, a law firm in Hong Kong. He is also
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an independent non-executive director of two other public listed
companies in Hong Kong, namely, Ngai Lik Industrial Holdings
Limited and Winfair Investment Company Limited. Mr. Ng holds a
bachelor degree from the Manchester Metropolitan University in the
United Kingdom and a master degree in Chinese and Comparative
Law. Mr. Ng is a part-time lecturer of the University of Hong
Kong. He was appointed by the Company in May 1998 and is the
chairman of the remuneration committee and a member of the

audit committee of the Company.

Mr. Tam Yuk Sang, Sammy, aged 44, graduated from the
Hong Kong Polytechnic University and is a fellow member of the
Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants. He is currently a partner of
a corporate strategy and management advisory company. Mr. Tam
is also an independent non-executive director of Ngai Lik Industrial
Holdings Limited, a public listed company in Hong Kong. He was
appointed by the Company in September 2004 and is the chairman
of the audit committee and a member of the remuneration

committee of the Company.

Mr. Ho Lok Cheong, aged 45, is a partner of Messrs. Andrew
Law & Franki Ho, Solicitors, with particular focusing on corporate
commercial, listing, merger & acquisition and commercial litigation
works. He graduated from the Chinese University of Hong Kong,
major in physics and computer science in 1985. Mr. Ho obtained his

law degree from Manchester Metropolitan University of the United
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Kingdom and finished his Post-graduated Certificate in Law in
the University of Hong Kong in 1996. He was then admitted
as a solicitor of the High Court of the Hong Kong Special
Administrative Region and as a solicitor of England and Wales.
Mr. Ho is currently an independent non-executive director of Ngai
Lik Industrial Holdings Limited, a public listed company in Hong
Kong. He was appointed by the Company in June 2006 and is a
member of the audit committee and the remuneration committee

of the Company.

Mr. Ma Hong Tai, aged 77, is responsible for the field study of
the operations in Yunnan Qiaotong and Harbin Gaomei, providing
training to operating staffs on production skills and techniques,
and advising on the direction for the future development of the
Group regarding product mix. Prior to joining the Group in June
1993, Mr. Ma had over 52 years of experience in operations,
technical training and management in the PRC's printing industry.

He is a senior engineer in the PRC.

Mr. Yuen Wai Ho, aged 48, is a qualified accountant and
company secretary of the Company. He is responsible for the
overall financial and company secretarial matters of the Group.
Mr. Yuen holds master degrees in business administration from
the University of Bath in England and in electronic commerce
from the Open University of Hong Kong. He is a fellow member
of the Association of Chartered Certified Accountants, the Hong
Kong Institute of Certified Public Accountants and the Taxation
Institute of Hong Kong, and an associate member of the Institute
of Chartered Accountants in England and Wales, the Chartered
Institute of Management Accountants and the Institute of
Chartered Secretaries and Administrators. He is also a practicing
accountants in Hong Kong and has more than 26 years of
experiences in corporate finance matter in various commercial and

industrial sectors. He joined the Group in December 2006.
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Mr. Au Yeung Ho Ming, aged 58, is the printing development
manager of the Group. He is responsible for the field study
of offset printing operation in Yunnan Qiaotong and Anhui
Qiaofeng, providing production management and technical
training for its offset printing department, and advising on the
direction for the future development for the Group regarding
product and equipment combinations. Prior to joining the Group
in July 2002, Mr. Au Yeung had over 30 years of experience in
printing industry.

Mr. Wong Kam Lok, Andrew, aged 61, is the manager of
petroleum business of the Group. He is responsible for the
operation of petroleum business of the Group. Prior to joining
the Group in May 2002, Mr. Wong served in a multi-national

major oil company over 27 years for worldwide fuel oil business.

Madam Mak Kit Ying, Maggie, aged 40, is the project manager
of the Group. She is responsible for project exploring and
development, coordinating the Group’s production facilities in the
PRC and facilitating the procurement of production equipment,
spare parts, accessories and raw materials. She joined the Group
in March 1993.

Mr. Zhang Jing, aged 48, has been employed by Yunnan
Qiaotong since its inception and is currently its deputy general
manager. He is responsible for its sales and marketing activities.
Mr. Zhang graduated from the People’s University of China with

a master degree in business administration.

Mr. Li Jian Ping, aged 50, has been the deputy general manager
of Yunnan Qiaotong since March 2001. Mr. Li has had over 23
years of experience in production management of the PRC’s

tobacco manufacturing industry.
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Mr. Tao Fei Hu, aged 54, has been the deputy general manager
of Yunnan Qiaotong since July 2001. He is responsible for its
production operation. He was one of the founding members
of Yunnan Qiaotong. Mr. Tao has had over 33 years of working

experience in production and marketing management in the PRC.

Mr. Wen lJie, aged 45, has been employed by Yunnan Qiaotong
since its inception and is currently its Chief R&D Officer. He
is responsible for its product design, material application,
production technique and workmanship. Mr. Wen holds a

bachelor degree of science from University of Yunnan in the PRC.

Mr. Jiang Fei, aged 46, has been employed by Yunnan Qiaotong
since its inception and is currently its chief engineer. He is
responsible for the management of production equipment,
workmanship and quality control. Mr. Jiang is an engineer in
the PRC and holds a bachelor degree from Yunnan University of

Technology in the PRC.

Mr. Ge Zu De, aged 48, has been employed by Yunnan Qiaotong
since its inception and is currently its finance manager. Mr. Ge is

an accountant in the PRC.

Mr. Chen Tong Kun, aged 43, was employed by Yunnan
Qiaotong and has been transferred to Anhui Qiaofeng since
its inception as a deputy general manager for the production
management of the operation. Mr. Chen is a graduate of Beijing
Institute of Graphic Communication in the PRC. He has had over
15 years of working experience in production management in the

PRC’s printing industry.

Madam Ma Yu Zhi, aged 62, has been employed by Anhui
Qiaofeng since its inception and is currently its deputy general
manager. She is responsible for the administration, personnel and
computer centre. Madam Ma has had over 38 years of experience

in the PRC’s printing industry.
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Mr. Wei He, aged 61, has been employed by Anhui Qiaofeng
since its inception and is currently its deputy general manager.
He is responsible for the production techniques and quality
assurance. Mr. Wei has had over 42 years of experience in the

PRC’s printing industry.

Mr. Huang Li San, aged 41, has been employed by Anhui
Qiaofeng since its inception, and is currently its assistant to
general manager and responsible for the sales and marketing
activities. Mr. Huang is an art designer and has had over 19 years

of experience in the PRC’s printing industry.

Mr. Li Li Bin, aged 44, has been employed by Anhui Qiaofeng
since its inception and is currently its assistant to general
manager and responsible for management of production
facilities. Mr. Li has had over 18 years of experience in the PRC’s

printing industry.
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The directors present their annual report and the audited
consolidated financial statements for the year ended 31st
December, 2007.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in

note 41 to the consolidated financial statements.

The results of the Group for the year ended 31st
December, 2007 are set out in the consolidated income

statement on page 48.

An interim dividend of HK2.2 cents per share amounting
to approximately HK$5,803,000 was paid to the
shareholders during the year. The Board now recommends
the payment of a final dividend of HK12.8 cents per share
to the shareholders on the register of members on 15th
May, 2008, amounting to approximately HK$33,466,000,
and the retention of the remaining profit for the year of
HK$38,258,000.

Certain of the Group’s buildings, plant and machinery
were revalued at 31st December, 2007. The revaluation
resulted in a surplus over carrying values amounting to
approximately HK$13,586,000, which has been credited
directly to the asset revaluation reserve and the minority
interests’ share of surplus arising on revaluation amounted
to approximately HK$9,033,000. At 31st December, 2007,
an impairment loss of property, plant and equipment
of approximately HK$2,735,000 is recognised to the

consolidated income statement.

During the year, the Group continued its plant replacement
policy and expended approximately HK$30,849,000 on
property, plant and equipment.

Details of these and other movements during the year in
the property, plant and equipment of the Group are set

out in note 16 to the consolidated financial statements.
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1,542,665 1,336,853 1,164,678

The following table summarises the consolidated results,
assets and liabilities of the Group for the five years ended
31st December, 2007.

—¥RLE “TTAHF “TTHF TIMF _TT=HF
2007 2006 2005 2004 2003
THRE  TAET T TAT  TAR
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

77,527 62,258 47,838 40,644 35,260
973,319 733,971
(834,564) (731,792) (633,253) (501,556) (312,305)
708,101 605,061 531,425

471,763 421,666

Note:

The figures for the year ended 31st December, 2003 have not
been adjusted to reflect the change in accounting policy for the
adoption of a number of new Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards effective on 1st
January, 2005.

As at 31st December, 2007, the bank balances and
cash amounted to approximately HK$136,177,000
(2006: HK$195,193,000). The interest bearing liabilities
amounted to approximately HK$430,871,000 (2006:
HK$484,598,000). The shareholders’ equity plus minority
interests amounted to approximately HK$708,101,000
(2006: HK$605,061,000). The net debt to equity ratio
(interest bearing liabilities less cash/shareholders’ equity
plus minority interests) was 41.6% (2006: 47.8%).
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Details of movements during the year in the share capital
of the Company are set out in note 31 to the consolidated

financial statements.

The Company's reserves available for distribution to
shareholders as at 31st December, 2007 comprised
the retained profits and contributed surplus totalling
approximately HK$36,067,000 (2006: HK$38,902,000).

The directors of the Company during the year and up to

the date of this report were:

Executive directors:

Mr. Hui King Chun, Andrew (Chairman)
Mr. Yau Chau Min, Paul

Mr. Hui Bin Long

Mr. Li Chun Ren

Mr. Zhou Jin

Mr. Wang Feng Wu

Mr. Wang Guang Yu

Independent non-executive directors:
Mr. Ng Chi Yeung, Simon

Mr. Tam Yuk Sang, Sammy

Mr. Ho Lok Cheong

In accordance with Article 87 of the bye-laws of the
Company, Messrs. Hui King Chun, Andrew, Hui Bin
Long and Li Chun Ren shall retire by rotation and, being

eligible, offer themselves for re-election.
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Mr. Hui King Chun, Andrew

Held by trust

No director proposed for re-election at the forthcoming
annual general meeting has a service contract which
is not determinable by the Group within one year
without payment of compensation, other than statutory

compensation.

As at 31st December, 2007, the interests of the directors
and their associates in the shares, underlying shares
and debentures of the Company and its associated
corporations, as recorded in the register maintained by
the Company pursuant to Section 352 of the Securities
and Futures Ordinance, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies
(the “Model Code”) contained in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing

Rules”), were as follows:

FEERT
EBERz2HE

AR BT
REZ2BD L
Percentage of the
Number of issued issued share capital
ordinary shares held of the Company
166,339,000

(#1:F) (Note)

63.60%



EEEE 5% iR ESE B HEHRER P EE
Number of Number of

Name of director Capacity options held underlying shares

L REAE Em#EEA 1,000,000 1,000,000

Mr. Yau Chau Min, Paul Beneficial owner

AL E EmEAA 500,000 500,000

Mr. Zhou Jin Beneficial owner

K az: Note:

ZERMDUBZ2EGABEZEZERE ZAT
Accufit Investments Inc. 2 EEZER EFHEA
BEEIRTEZRIEKE - K 815134,380,000
% B Accufit Investments IncEzZH A 2K H &
65,384,000 R ARBRZETRF+HAZ+H
ARz AR 204 gL BT R 2 iR
15 (L H33,425,000k RINEREEBATHE -
B RRGEELHRRR)

BERFBEBEEN R-BRLF
+t-A=+-8 EF THERN
BETHEATEBEARAREE
fEEE 2 B 5 - R R E %
A R AR -

These shares are registered in the name of Accufit Investments
Inc., a company indirectly wholly-owned by a discretionary trust,
the beneficiaries of which are the family members of Mr. Hui King
Chun, Andrew. This comprises 134,380,000 shares beneficially
held by Accufit Investments Inc. and 65,384,000 shares subject
to put option arrangements as referred in the Company’s
announcement dated 25th October, 2006 (of which 33,425,000
shares have been disposed of before the balance sheet date
hence are no longer subject to put option arrangements).

Other than as disclosed above, none of the
directors, chief executives nor their associates
had any interests or short positions in any shares,
underlying shares or debentures of the Company
or any of its associated corporations as at 31st
December, 2007.
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TERBEBEARFBRENFAZED :

¥R EH

Category 1: Director
EPREE
Mr. Yau Chau Min, Paul
Akt
Mr. Zhou Jin

$HR2: BB
Category 2: Employee

EEREBRERH _ZZTLFNAZTN
HATAR ARG 2 W ER2.318TT °

Particulars of the Company’s share option scheme are set

out in note 32 to the consolidated financial statements.

The following table discloses movements in the Company'’s

share options during the year:

F4 FR

KRITE R
Outstanding Granted

at during

beginning of year year
- 1,000,000

- 500,000

- 1,500,000

- 700,000

- 2,200,000

FXR

KRITE
Outstanding
at

end of year

1,000,000

500,000

1,500,000

700,000

2,200,000

The closing price of the Company’s shares immediately
before 28th August, 2007, the date of grant of the

options, was HK$2.31.



% LB B EREES AR - HRK
PRSI PNSEESGE PNGEE
RERER—H BRI TEATLARAE
FHEBAND AREAREAB R 2B
{5 185 TS 2 2 2

ARR - HERQR  EERMBRRRK
FAAMBRBMEES—TLEILARE
EENETEERAHEREEARACERXN
BH - MEFANORFRIANFATAFIK
DARBRK -

Other than the options holdings disclosed above, at
no time during the year was the Company, its holding
company or any of its subsidiaries or fellow subsidiaries a
party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other

body corporate.

No contracts of significance, to which the Company,
its holding company or any of its subsidiaries or fellow
subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time

during the year.
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As at 31st December, 2007, the register of substantial
shareholders maintained by the Company pursuant to
Section 336 of the Securities and Futures Ordinance shows
that other than the interest disclosed above in respect of
certain directors, the following shareholders had notified
the Company of relevant interests and short positions in

the issued share capital of the Company.

Ordinary shares of HK$0.10 each of the Company

e #1T EARBE BT

REREMH ) EBERHE BREZBD L

Number of Percentage of the

issued ordinary issued share capital

Names of shareholders Capacity shares held of the Company

Basab Inc. B S N 166,339,000 63.60%
Beneficiary of trusts (B1a# 1) (Note 1)

Guardian Trustee Limited X 166,339,000 63.60%
Beneficiary of trusts (B1a# 1) (Note 1)

Evolution Capital REKE 24,518,000 9.38%

Management LLC Investment manager
Evolution Master Fund, Ltd. SPC & 432 24,518,000 9.38%

Investment manager



RARFREE VBT 2 BB

REREME &4
Names of shareholders Capacity
Evolution Capital TEKE

Management LLC

Evolution Master Fund, Ltd. SPC & & 418

Investment manager

Hia -

ZE R T5 LA EBasab Inc. (£ /4&Basab Unit
TrustZ 558 A) 2 E# B 2 A AlAccufit
Investments Inc.Z % #& & it ° Basab Unit
Trust/5 i Guardian Trustee Limited{E&{=
RAZREERERBCEMERES  H
R ABTEREEZRIEKE - HBHE
134,380,000/% FAAccufit Investments Inc.
B A 21 %65,384,0001 F AR A
R_EEXNETA+RABRERZAMHRA
Ptz ROEHARE R HE T3 R 2 R 1p (A
33,425,000 R EREHBRIHE - B
B ERGBELTHERRR)

B IR 48 & B Accufit Investments Inc. 2 &
$ °

R EXPrRBEzEm R_FTEF+ =
A=+—8B ARRETABEARAZE
BOTRATEBEAEMCERERIORR

Ordinary shares of HK$0.10 each of the Company

Investment manager

FriFe T EARTE BT
ZEREAE BRAEAZBEDH
Number of Percentage of the
issued ordinary issued share capital
shares held of the Company
24,518,000 9.38%
24,518,000 9.38%
Notes:
1. These shares are registered in the name of Accufit

Investments Inc., which is 100% owned by Basab Inc. as
trustee of the Basab Unit Trust which is a unit trust owned
by Guardian Trustee Limited as trustee of a discretionary
trust, the beneficiaries of which are the family members of
Mr. Hui King Chun, Andrew. This comprises 134,380,000
shares beneficially held by Accufit Investments Inc. and
65,384,000 shares subject to put option arrangements
as referred in the Company’s announcement dated 25th
October, 2006 (of which 33,425,000 shares have been
disposed of before the balance sheet date hence are no
longer subject to put option arrangements).

2. Mr. Hui King Chun, Andrew is a director of Accufit

Investments Inc.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions
in the issued share capital of the Company as at 31st
December, 2007.
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The Company has received from each of the independent
non-executive directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers that all of the independent non-
executive directors are independent.

During the year, the Group has entered into sales
transaction with Zhaotong Cigarette Factory, Honghe
General Cigarette Factory, Yunnan, a 10% equity
shareholder in a subsidiary of the Company, amounting to
approximately HK$130,363,000 (2006: HK$140,400,000).
The Stock Exchange has granted conditional waivers to the
Company from strict compliance with the requirements
of the Listing Rules, and the independent non-executive
directors of the Company have confirmed that these
transactions were carried out in compliance with the
conditions set out in the waivers granted by the Stock
Exchange.

The independent non-executive directors confirm that the
above transaction has been entered into by the Group in
the ordinary course of its business, on normal commercial
terms, and in accordance with the terms of the agreement
governing such transactions that are fair and reasonable
and in the interests of the shareholders of the Company
as a whole.

Save as disclosed above, there were no other transactions
which need to be disclosed as connected transactions in
accordance with the requirements of the Listing Rules.

For the year ended 31st December, 2007, the Group’s
largest customer and five largest customers accounted for
approximately 52% and 86% respectively of the Group’s
total revenue. The Group's largest supplier and five largest
suppliers accounted for approximately 34% and 77%
respectively of the Group’s total purchases.

None of the directors, their associates or any shareholders
(which to the knowledge of the Board owned more than
5% of the Company’s share capital) had an interest in the
share capital of any of the Group’s five largest customers
or suppliers.



BRENGAREMEINZEBEARRZER
sl - AR B AR AT Y B AR F A R
BE HEXBEARFMEMENES -

ENEREEAAAT BEEBTES
IR TS TR B E8 1016 T N 2 g2 o

BERAASEREBZHFMERE I AFMHEES
RIEEEBZKRR - BERTHEENMSBIE -

ARBEFFHAEFTHEZREELERAKHE
BEXE BENRARTLENEBEE
ol

ARFRMBRIETEERHER REE MR
BB 2 52R - ARG EIFBEHNRERE
BFE32

ARBZARANSBREEVLEGRHA
ERSARAIRLHIMBEERRBEEN R
BEBREZRE -

ARRRBE_TTLF+_A=1T—H1It
FEHE-BERBREAZIARFTHRE -

ARABEBRRBFRAG LRE-FERE
KOBEETH -BMERSTSAMITAREE
RIS EANNCIA: )X 3 - {1

FEEEH
HFE IR
£

&8 —EEN\FMA=+N\R

Except for the repurchase of the Company’s own ordinary
shares as set out in note 31 to the consolidated financial
statements, there were no purchase, sale or redemption of
the Company’s listed securities by the Company or any of
its subsidiaries during the year.

During the year, none of the directors had any interests in
competing business of the Company which was required
to be disclosed pursuant to Rule 8.10 of the Listing Rules.

The emolument policy of the employees of the Group is
set up by the Remuneration Committee on the basis of
their merit, qualifications and competence.

The emoluments of the directors of the Company are
decided by the Remuneration Committee having regard to
the Company’s operating results, individual performance
and comparable market statistics.

The Company has adopted a share option scheme as an
incentive to the directors and eligible employees. Details
of the scheme are set out in note 32 to the consolidated
financial statements.

There are no provisions for pre-emptive rights under the
Company’s bye-laws or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata
basis to existing shareholders.

The Company has maintained a sufficient public float
throughout the year ended 31st December, 2007.

A resolution will be submitted to the annual general
meeting to re-appoint Messrs. Deloitte Touche Tohmatsu
and Messrs. Graham H.Y. Chan & Co. as joint auditors of
the Company.

On behalf of the Board

Hui King Chun, Andrew
Chairman

Hong Kong, 28th April, 2008
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The Board is committed to maintaining high standards
of corporate governance. It believes that high standards
of corporate governance provide a framework and
solid foundation for the Group to manage business
risks, enhance transparency, maintain high standards of
accountability and protect shareholders’ interest in general.
The Company has applied the principles and complied
with all the applicable code provisions of the Code on
Corporate Governance Practices (“Code”) as set out in
Appendix 14 of the Listing Rules for the year ended 31st
December, 2007, save for the deviations discussed below.

The Board will continuously review and improve the
corporate governance practices and standards of the
Company to ensure that business activities and decision
making processes are regulated in a proper and prudent
manner.

The Company has adopted the Model Code as set
out in Appendix 10 of the Listing Rules for securities
transactions.

None of the directors is aware of any information that
would reasonably indicate that the Company or any of its
directors is not or was not in compliance with the Code
and upon specific enquiry of all directors, the directors
confirmed that they have complied with the Model Code
for any part of the year ended 31st December, 2007.
The Model Code also applies to other specified senior
management of the Group.

The board of directors of the Company comprises:

Executive Directors: Mr. Hui King Chun, Andrew
Mr. Yau Chau Min, Paul
Mr. Hui Bin Long
Mr. Li Chun Ren
Mr. Zhou Jin
Mr. Wang Feng Wu
Mr. Wang Guang Yu

Independent
Non-Executive Directors: Mr. Ng Chi Yeung, Simon
Mr. Tam Yuk Sang, Sammy
Mr. Ho Lok Cheong
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The Board comprises of seven executive directors and
three independent non-executive directors. One of
the independent non-executive directors possesses
appropriate professional accounting qualifications and
financial management expertise. Biographical details of
the directors are set out in the section of “Directors and
Senior Management'’s Biographical Information ” on pages
19 to 26.

The main focus of the Board is on the formulation of
overall strategies and policies of the Group. The Board
also monitors the financial performance and the internal

controls of the Group’s business operations.

The independent non-executive directors are from
professional background with a broad range of expertise
and experience in the fields of accounting, finance, legal
and business. Their skills and expertise ensure strong
independent views and judgment in the Board. They also
serve important function of ensuring and monitoring the
basis for an effective corporate governance framework.
The Board considers that each independent non-executive
director is independent in character and judgment and
that they all meet the independence criteria as set out

under the guidelines by the Listing Rules.

All directors are regularly updated on governance and
regulatory matters. There is an established procedure for
directors to obtain independent professional advice at the
expense of the Company in the furtherance of their duties.
The Company has also arranged appropriate director and
officer liability insurance cover in respect of any potential

legal actions that might be taken against its directors.
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Director

BITES

Executive Directors
BT 48 HiR

Hui King Chun, Andrew
T4

Yau Chau Min, Paul

ST AR 1B

Hui Bin Long

3 =

Li Chun Ren
)

Zhou Jin

TR
Wang Feng Wu

ITEF
Wang Guang Yu

BYFHTES

Independent Non-executive Directors
REH

Ng Chi Yeung, Simon

BB

Tam Yuk Sang, Sammy

fa] 46 5

Ho Lok Cheong
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The number of full Board meeting and Remuneration
Committee meeting attended by each director during the
year is as follows:

EETEgR FMZEEEER HER
Remuneration
Board committee Attendance
meeting meeting rate
5/5 11 100%
5/5 TEA 100%
N/A
5/5 T A 100%
N/A
3/5 TEA 60%
N/A
3/5 TEA 60%
N/A
3/5 ik 60%
N/A
3/5 T#EA 60%
N/A
5/5 171 100%
5/5 11 100%
5/5 Al 100%

Mr. Hui King Chun, Andrew is the founder and chairman
of the Group. The Company does not at present have any
officer with the title “chief executive officer” and Mr. Hui
has assumed the role of both Chairman and Managing
Director since the establishment of the Company, and is
in charge of the overall management of the Company.
The Board intends to maintain this structure for the time
being as it believes that this structure can ensure efficient
and effective formulation and implementation of business
strategies without compromising the balance of power
and authority between the directors and management of
the Company. (Code Provision A.2.1)
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REH

Ng Chi Yeung, Simon
EBAE

Tam Yuk Sang, Sammy
%8

Ho Lok Cheong

The Audit Committee was established in 1998 to review
and supervise the financial reporting process and internal
controls of the Company. The Audit Committee comprises
three independent non-executive directors and one of
whom possesses the appropriate business and financial
experience and skills to understand the accounts of the
Group. The committee is chaired by Mr. Tam Yuk Sang,
Sammy and other members are Mr. Ng Chi Yeung, Simon
and Mr. Ho Lok Cheonag.

The Group’s financial statements for the year ended
31st December, 2007 have been reviewed by the Audit
Committee, who is of opinion that such statements
comply with applicable accounting standards and legal
requirements, and that adequate disclosures have been
made.

The meetings of the Audit Committee are held not less
than twice a year to review and discuss the interim
and annual financial statements respectively. Additional
meetings may also be held by the committee from time to
time to discuss special projects or other issues, which the
committee considers necessary.

The attendance record of the Audit Committee meetings
is as follows:

HESBAH HE=
Number of
meeting attended Attendance rate

2/2 100%
2/2 100%
2/2 100%
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Under its terms of reference, which were prepared and
adopted with reference to the Code and “A Guide for the
Formation of an Audit Committee” published by the Hong
Kong Institute of Certified Public Accountants, the Audit
Committee is required, amongst other things, to oversee
the relationship with the external auditors, to review the
Group’s interim and annual results, to review the scope,
extent and effectiveness of internal control of the Group,
to review accounting policies and practices adopted by the
Group, to engage independent legal or other advisers as it

determines is necessary and to perform investigations.

The Group's internal controls, including credit controls
on trade and other loans receivables, and controls on
investment activities, have been disclosed and reviewed
by the Audit Committee during the year. Suggestion
have been made to the Board in such controls. The Audit
Committee will continuously review aspects on internal
controls with the Board and the auditors of Group where

applicable.

The Remuneration Committee includes the executive
director, Mr. Hui King Chun, Andrew, and three
independent non-executive directors, Mr. Ng Chi Yeung,
Simon (chairman of the committee), Mr. Tam Yuk Sang,
Sammy and Mr. Ho Lok Cheong. The Remuneration
Committee has adopted terms of reference, which are in

line with the Corporate Governance Code.
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The Board has overall responsibility for the system of
internal controls of the Company and for reviewing its
effectiveness. The Board is committed to implementing an
effective and sound internal controls system to safeguard
the interest of shareholders and the Group’s assets.
The Board has delegated to executive management the
implementation of the system of internal controls and
reviewing of all relevant financial, operational, compliance
controls and risk management function within an

established framework.

The directors acknowledge their responsibility for
preparing all information and representations contained
in the financial statements of the Company for the year
under review. The directors consider that the financial
statements have been prepared in conformity with the
generally accepted accounting standards in Hong Kong,
and reflect amounts that are based on the best estimates
and reasonable, informed and prudent judgement of the
Board and management with an appropriate consideration
to materiality. As at 31st December, 2007, the directors,
having made appropriate enquiries, are not aware of any
material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s
ability to continue as a going concern. Accordingly, the
directors have prepared the financial statements of the

Company on a going concern basis.

The responsibilities of the external auditors with respect
to financial reporting are set out in the section of “Joint

Independent Auditors’ Report” on page 45.

For the year ended 31st December, 2007, the total
remuneration of the Group’s auditors for statutory audit
services is HK$1,508,000. They also provided non-
audit services to the Group, which were considered as

insignificant assignments.
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The Company endeavours to maintain a high level of
transparency in communicating with shareholders and
investors. Briefings and meetings with institutional
investors and analysts are conducted regularly. In order to
ensure effective, clear and accurate communications with
the investors and analysts, all corporate communications
are arranged and handled by the executive directors and
designated senior executives according to established

practices and procedures of the Company.

The Company has announced its annual results and
interim results in a timely manner during the year under
review. The Company’'s annual general meeting (“AGM")
provides a platform for shareholders to have a direct
dialogue with the Board. Shareholders are encouraged to
attend the AGM and the Chairman and other members of
the Board or their duly appointed delegates are available
to the AGM to answer questions from shareholders.
Procedures for demanding a poll are included in the
circular to shareholders dispatched together with the

annual report.

The Company is committed to high standard of business
ethics and integrity. A code of conduct is enforced on all
employees of the Group. The employees at all levels are
expected to act in an honest, diligent and responsible
manner. No personal gifts or other forms of advantages
from any person or organisation doing business with
the Group can be accepted by any employee. Business
partners and customers are reminded from time to time
that its policy forbids any employee or agent of the Group

from accepting any gift from them.
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TO THE MEMBERS OF KITH HOLDINGS LIMITED
BREESRAR

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Kith Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
48 to 144, which comprise the consolidated balance sheet
as at 31st December, 2007, and the consolidated income
statement, the consolidated statement of changes in
equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting

policies and other explanatory notes.

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and
the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of
the consolidated financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in

the circumstances.
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Our responsibility is to express an opinion on these
consolidated financial statements based on our audit
and to report our opinion solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies
Act and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether
the consolidated financial statements are free from

material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditors’ judgment, including
the assessment of the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments,
the auditors consider internal control relevant to the
Group’s preparation and true and fair presentation of the
consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial

statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit

opinion.
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In our opinion, the consolidated financial statements give

a true and fair view of the state of affairs of the Group

as at 31st December, 2007 and of the Group’s profit

and cash flows for the year then ended in accordance

with Hong Kong Financial Reporting Standards and have

been properly prepared in accordance with the disclosure

requirements of the Hong Kong Companies Ordinance.

Bt EETtERKA
Graham H.Y. Chan & Co.
HE DA

Certified Public Accountants

Hong Kong
28th April, 2008
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fit 2
Bt
>t

Revenue

Cost of sales

Gross profit

Other income

Distribution and selling expenses
Administrative expenses

Finance costs

Profit before tax

Income tax expense
Profit for the year
Attributable to:

Equity holders of the parent

Minority shareholders

Earnings per share:

Basic

Diluted

For the year ended 31st December, 2007

—%%tF

2007

wi FHT
NOTES HK$'000

7 1,655,359
(1,485,352)

170,007
63,462
(3.853)
(69,771)
9 (27,478)

132,367
10 (25,042)

1M 107,325

77,527

29,798

107,325

15 HK29.11 cents &l

HK29.09 cents &1l

—EERE
2006
FET

HK$'000

1,651,880
(1,477,229)

174,651
21,619
(4,099)

(56,371)

(25,195)

110,605
(15,277)

95,328

62,258

33,070

95,328

HK23.26 cents &1l

N/A i F
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R-_ZTTZLF+-_H=+—H At 31st December, 2007

k=3
NOTES

Non-current Assets
Property, plant and equipment 16
Prepaid lease payments 17
Goodwill 18
Available-for-sale investments 19
Deferred consideration — non-current 20
Long-term loans receivable 21
Deferred tax assets 30
Current Assets
Inventories 22
Deferred consideration — current 20
Trade and other receivables from

third parties, deposits

and prepayments 23
Trade and other receivables from

minority shareholders 24
Prepaid lease payments 17
Short-term loans receivable 21
Held-for-trading investments 25
Bank balances and cash 26
Current Liabilities
Trade and other payables

27

Tax liabilities
Amount due to a minority shareholder 28
Dividend payable
Borrowings — due within one year 29

S A
2007
TR

HK$’000

568,530
19,290
2,695
10,456

787

601,758

94,423
4,991

579,023

25,929
613
85,157
14,594
136,177

940,907

360,800
11,310

1,114
313,071

686,295

At
>F
Ty

[
A

2006
TAT
HK$'000

523,620
18,618

4,991
56,310

603,539

54,541
9,981

408,164

49,490
574
15,371

195,193

733,314

212,192
9,583
3,234

913

426,598

652,520
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R-_ZTZL+FE+-_H=+—H At 31st December, 2007

—EBEtLFE ZZTERE
2007 2006
Bt FEx FHExT
NOTES HK$'000 HK$'000
RBEEFE Net Current Assets 254,612 80,794
EEHBEBRRBERE Total Assets Less Current Liabilities 856,370 684,333
ERBEE Non-current Liabilities
B8 ——F1& 55 Borrowings — due after one year 29 117,800 58,000
RERIEEE Deferred tax liabilities 30 30,469 21,272
148,269 79,272
BEERE Net Assets 708,101 605,061
EXRAEE Capital and Reserves
P& AR Share capital 31 26,145 26,769
f## Reserves 423,300 357,979
B RTAIREREA Equity attributable to equity
JFEAG IR HE holders of the parent 449,445 384,748
DB R A Minority interests 258,656 220,313
g Total equity 708,101 605,061
FAREFIMBEZFARECHAEFENC The consolidated financial statements on pages 48 to 144
EENFONA-+NBEHERETE - I were approved and authorised for issue by the Board of
BIIEEREEE Directors on 28th April, 2008 and are signed on its behalf
by:
B < EDH
Hui King Chun, Andrew Yau Chau Min, Paul
EFE EFE

DIRECTOR DIRECTOR



HE-_ZZLFE+-A=+—HBILEFE For the year ended 31st December, 2007

BRARERAARE
Attributable to equity holders of the parent
iy B &% R&
RE Bt 3% Bk R ®F EX Ef RRRE K@ HHRR
Bx GERNEE SF EE B: BE BB RE RE RE B fn  ER 43
Capital Asset  Enterprise Investment ~ Share
Share redemption  Share revaluation expansion  Reserve  Other  Capital Translation revaluation options ~Retained Minority

capital  reserve premum  reseve  fund  fund  reserve  reseve  reseve reseve  reseve profits  Total interests  Total
Thr T TEn TAr TAn TR Thr TEr T TR TR TEn TE T TEn
HKSO00  HKS00D  HKSO00  HKSO0D  HKS'000  HKSOOD  HKSO0D  HKSOOD  HKSO0D  HKSOOD  HKSO0D  HKSOOD  HKS'000  HKS00D  HKS'00

(%) Wi Wam) W) i)
(note 33) fote33)  (note33)  (rote33)  (note33)
ZEERE-A-R atttlanuay 2006 2769 ST YV TR TR T KN I S B 9730 S
BEBRINRE Eachange differences rising
TLANER on translation of foreign
Mgk EREE operations recognised
diecty in eqiy - - - E - - - - - - SoBm s 23
HENE BER  Realation surplus released

RERER upon disposal of property,

BHER plant and equipment - - - (352) - - - - - - - 35 - o (1)
TEERT Proft for he ear - - - - - - - - - - - RS an B B
FEREEN T recognised income and

it expenses o the year - - -om - - - - - - ©RE0 BB N I
ERTFOEHER  Dhidends paid o minoiy

k8 shareholders - - - - - - - - - - - - - (18169 (18169
KRS Dividends pai - - - - - - - - - - - el Mes - (e
NZFENE At 315t December, 2006

Jr:ﬂ?r-ﬁ 26,769 - 009 M B33 1589 2793 (2000 22,865 - - 13825 34748 220313 605,060
BEBISH Exchange differences rising

ER/ERER on translation of foreign

operations - - - - - - - - W61 - - - DT 15232 31999
E[E0E BER  Suplus on revdluaton of
AR property, plant and
equipment - - - 13586 - - - - - - - - 1358 9033 22619
REWNE B  efored ta by asng

hikmEsE on revaluation of property,

CEEREEE  lantand equipnent - - - - - - - - - - SRS (48 ()
THEERE (Gain on fair value change of

DTEEINE  aalabledorsal imestments - - - - - - - - M - - M M
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HE-_ZTZ+F+-HA=1+—HILFE For the year ended 31st December, 2007

BAARERAEARE
Attributable to equity holders of the parent
iy EE 14 R&
RE Bt 3% @k Rt ®F EX Ef RRRE K@ HHRR
Bx RERNEE SF HEE B: BE BR RE R RE B fn  ER 43
Capital Asset  Enterprise Investment ~~ Share
Share redemption ~ Share revaluation expansion  Reserve  Other  Capital Translation revaluation  options  Retained Minority
capital  reserve premum  reseve  fund  fund  reserve  reseve  reseve  reseve reseve  profits  Total interests  Total
Thr Tt TE TAr TAn TR Thn TEr T TR TR TR T T TEn
HKSO00  HKS00D  HKSO00  HKSO0D  HKS'000  HKSOOD  HKSO0D  HKSOOD  HKSO0D  HKSOOD  HKSO0D  HKSOOD  HKS'000  HKS00D  HKS'00
(#3) ) B W) W)
(note 33) fote33)  (note33)  (rote33)  (note33)
ERINREMBERZ  Net income ecogrised directy

WARE in equity - - - 11016 - - - - 1R 19 - - %05 2802 5887
HENE  BBR  Reidlaton surplus released

RERERRE upon disposal of property,

Bk plant and equipment - - - - - - - - - - - - -
RERE Proftfor the yer - - - - - - - - - - - M TR 87100305
KEEERIMA o recognised income

Rxtigg and exensesfor the year - - - - - - - - - - MR T 878107305
Bk Repurchase of shares (624) - - - - - - - - - - - (624) - (624)
BEARERR s repurchased and

cancelled - 624 - - - - - - - - - (624) - - -
BORMAE Premium on repurchase
of shares - - (1583 - - - - - - - - - (1583 - (1583

IRTEERR Recognition of equity-settled

BEERE share based payments - - - - - - - - - - 126 - 126 - 126
ERTFOGHRR  Dhidends paid o minoiy

s shaeholdrs - - - - - - - - - - - - - 920 (19200
EfiRE Diidnds ai - - - - - - - - - - 176 K7 I /L
TENHERA  Capitalinecton n subsiday - - - - - - - - - - - - -3 38
WEhELT Acquistion n a sbsidiry

(¥zt 30 Mote 34 - - - - - - - - - N 7 A
R-BEtE AL 31t December, 2007

+Zh=+-8 26,145 o4 TAS 43099 B34 1589 27983 (000 4562 229 126 184676 449445 258656 708,101
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OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Interest income
Depreciation of property,
plant and equipment
Impairment of property,
plant and machinery
Amortisation of prepaid lease payments
Share-based payment expenses
Impairment of trade and other
receivables from third parties,
deposits and prepayments
(Gain) loss on disposal of property,

plant and equipment

Operating cash flows before working
capital changes
(Increase) decrease in inventories
Increase in trade and other receivables
from third parties,
deposits and prepayments
Decrease (increase) in trade and other
receivables from minority shareholders
(Increase) decrease in short-term
loans receivable
Increase in held-for-trading investments

Increase in trade and other payables
Net cash generated from operations
PRC Enterprise Income Tax paid

Hong Kong Profits Tax (paid) refunded

NET CASH FROM OPERATING ACTIVITIES

=t

2007

i3 TER
NOTES HK$'000

132,367

27,478
(12,177)

36,036

2,735

613

126

2,933

(8,833)

181,278

(36,857)

(172,016)

23,561

(3,470)

(14,594)

144,678

122,580

(16,532)

(2,406)

103,642

For the year ended 31st December, 2007

HK$'000

110,605

25,195
(10,528)

28,074

478

1,315
1,626
156,765
23,465
(71,444)
(27,329)
13,246
91,65;
186,357
(12,126)

676

174,907
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For the year ended 31st December, 2007

INVESTING ACTIVITIES
Purchase of property, plant and equipment
Purchase of available-for-sale investments
Acquisition of a subsidiary
Proceeds from disposal of property,

plant and equipment
Proceeds of deferred consideration
Interest received
Increase in long-term loans receivable
Proceeds from disposal of an associate

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Repayment of bank loans

Net (decrease) increase in
trust receipt loans

Dividends paid to the
Company’s shareholders

Interest paid

Dividends paid to minority shareholders
of subsidiaries

Payment on repurchase of shares

Repayment of other loans

(Decrease) increase in amount due to
a minority shareholder

New bank loans raised

Investment from minority shareholders

New other loans raised

NET CASH USED IN FINANCING ACTIVITIES

NET DECREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT 1ST JANUARY

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

CASH AND CASH EQUIVALENTS AT
31ST DECEMBER
represented by bank balances and cash

lif3
NOTES

34

=t
2007
TR
HK$'000

(30,849)
(8,164)
(4,069)

16,025

9,981
2,171

(14,905)

(280,646)
(93,034)

(32,372)
(27,478)

(19,200)
(16,458)
(14,788)

(3,234)

334,508
3,801

(148,901)

(60,164)

195,193

1,148

136,177

—ERERE
2006
FTET
HK$'000

(82,243)

114

10,528
(56,310)
10,480

(117,431)

(467,076)
33,874

(24,514)
(25,195)

(18,169)

(7,070)

290
414,945

21,858

(71,057)

(13,581)

201,959

6,815

195,193



ARARAEBAREZTMAILA —HE
BEZBERAR  KRAZKRHESE
BEMEXZMBR AR (TBA])
£ o B HER ABAccufit Investments
Inc. (HA—HEXRBRZEHSEM
D AVAP AN DLV /NI A SNBSS
BRIEIR R R] o AR A 2 TP =R
iJJ:)SZIE“%iﬂZEE 5 Bl &Clarendon
House, 2 Church Street, Hamilton
HM11, Bermudaf & # SRl 476855
EERE1FE -

BRETIAEBTTIIR - BITIRAAR

KRBT —BEEERRAR - AR
ZEKW%LEZEK%%ﬁmWﬁ
41 o

NH

TEFE+ A=t HALFE

The Company is incorporated in Bermuda as an
exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong
Kong Limited (the ”Stock Exchange”). The directors
consider Accufit Investments Inc., a company
incorporated in the British Virgin Islands, to be
the parent and ultimate holding company of the
Company. The address of the registered office
and principal place of business of the Company is
Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda and 1st Floor, Hing Lung Commercial
Building, 68 Bonham Strand East, Hong Kong

respectively.

The consolidated financial statements are presented
in Hong Kong dollars, which is also the functional

currency of the Company.

The Company acts as an investment holding
company. The principal activities of its principal

subsidiaries are set out in note 41.
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For the year ended 31st December, 2007

In the current year, the Group has applied, for the
first time, the following new standard, amendment
and interpretations (“new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants
(the “HKICPA"), which are effective for the Group’s

financial year beginning on 1st January, 2007.

HKAS 1 (Amendment)  Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC) - Int 7 Applying the Restatement Approach
under HKAS 29 Financial Reporting

in Hyperinflationary Economies

HK(IFRIC) - Int 8 Scope of HKFRS 2

HK(IFRIC) - Int 9 Reassessment of Embedded Derivatives

HK(IFRIC) - Int 10 Interim Financial Reporting and

Impairment

The adoption of the new HKFRSs had no material
effect on how the results and financial position
for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior

period adjustment is required.

The Group has applied the disclosure requirements
under HKAS 1 (Amendment) and HKFRS 7
retrospectively. Certain information presented in
prior year under the requirements of HKAS 32
has been removed and the relevant comparative
information based on the requirements of HKAS 1
(Amendment) and HKFRS 7 has been presented for

the first time in the current year.
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For the year ended 31st December, 2007

The Group has not early applied the following

new and revised standards, amendment or

interpretations that have been issued but are not

yet effective.

HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 27 (Revised)
HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8
HK(IFRIC) - Int 11

HK(IFRIC) - Int 12
HK(IFRIC) - Int 13
HK(IFRIC) - Int 14

! Effective for annual periods beginning on or after

January, 2009

2 Effective for annual periods beginning on or after

July, 2009

3 Effective for annual periods beginning on or after

March, 2007

4 Effective for annual periods beginning on or after

January, 2008

> Effective for annual periods beginning on or after

July, 2008

Presentation of Financial Statements'

Borrowing Costs'

Consolidated and Separate Financial
Statements?

Vesting Conditions and Cancellations'

Business Combinations?

Operating Segments'
HKFRS 2: Group and Treasury Share

Transactions®

Service Concession Arranagements*

Customer Loyalty Programmes®

HKAS 19 - The Limit on a Defined
Benefit Asset, Minimum Funding

Requirements and their Interaction*

—_

st

—

st

—

st

—_

st

—

st
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For the year ended 31st December, 2007

The adoption of HKFRS 3 (Revised) may affect the
accounting for business combination for which the
acquisition date is on or after the beginning of
the first annual reporting period beginning on or
after 1st July, 2009. HKAS 27 (Revised) will affect
the accounting treatment for changes in a parent'’s
ownership interest in a subsidiary that do not result
in a loss of control, which will be accounted for as
equity transactions. The directors of the Company
anticipate that the application of the other
standards, amendment or interpretations will have
no material impact on the results and the financial

position of the Group.

The consolidated financial statements have been
prepared under the historical cost basis, except
for certain property, plant and equipment, and
financial instruments, which are measured at
revalued amounts or fair values, as explained in the

accounting policies set out below.

The consolidated financial statements have been
prepared in accordance with the Hong Kong
Financial Reporting Standards issued by the HKICPA.
In addition, the consolidated financial statements
include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock
Exchange (the “Listing Rule”) and the Hong Kong

Companies Ordinance.
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The consolidated financial statements incorporate
the financial statements of the Company and
entities (including special purpose entities)
controlled by the Company (its subsidiaries).
Control is achieved where the Company has the
power to govern the financial and operating
policies of an entity so as to obtain benefits from

its activities.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
income statement from the effective date of
acquisition or up to the effective date of disposal,

as appropriate.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by

other members of the Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the
Group’s equity therein. Minority interests in the
net assets consist of the amount of those interests
at the date of the original business combination
and the minority’s share of changes in equity since
the date of the combination. Losses applicable to
the minority in excess of the minority’s interest in
the subsidiary’s equity are allocated against the
interests of the Group except to the extent that
the minority has a binding obligation and is able to

make an additional investment to cover the losses.
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For the year ended 31st December, 2007

The acquisition of subsidiaries is accounted for
using the purchase method. The cost of the
acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for
control of the acquiree, plus any costs directly
attributable to the business combination. The
acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions
for recognition under HKFRS 3 “Business
Combinations” are recognised at their fair values at

the acquisition date.

Goodwill arising on acquisition is recognised as
an asset and initially measured at cost, being the
excess of the cost of the business combination
over the Group’s interest in the net fair value of
the identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment,
the Group’'s interest in the net fair value of
the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the
business combination, the excess is recognised

immediately in profit or loss.

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion
of the net fair value of the assets, liabilities and

contingent liabilities recognised.
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Goodwill arising on an acquisition of a business
for which the agreement date is on or after 1st
January, 2005 represents the excess of the cost
of acquisition over the Group's interest in the
fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant business at the
date of acquisition. Such goodwill is carried at cost

less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a
business is presented separately in the consolidated

balance sheet.

For the purposes of impairment testing, goodwill
arising from an acquisition is allocated to each
of the relevant cash-generating units, or groups
of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A
cash-generating unit to which goodwill has been
allocated is tested for impairment annually, and
whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition
in a financial year, the cash-generating unit to
which goodwill has been allocated is tested
for impairment before the end of that financial
year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of
the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the
unit pro rata on the basis of the carrying amount
of each asset in the unit. Any impairment loss for
goodwill is recognised directly in the consolidated
income statement. An impairment loss for goodwill

is not reversed in subsequent periods.
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For the year ended 31st December, 2007

On subsequent disposal of the relevant cash-
generating unit, the attributable amount of
goodwill capitalised is included in the determination

of the amount of profit or loss on disposal.

For acquisition of additional equity interest in a
subsidiary, goodwill is determined as the difference
between the fair value of the consideration and the
Group’s additional interest in the book value of net

assets acquired at the date of acquisition.

Property, plant and equipment, other than
construction in progress, held for use in the
production or supply of goods or services, or for
administrative purposes, are stated at fair value
less accumulated depreciation and accumulated

impairment losses.

Buildings, plant and machinery, motor vehicles and
office equipment held for use in the production or
supply of goods or services, or for administrative
purposes, are stated in the consolidated balance
sheet at their revalued amount, being the fair value
at the date of revaluation less any subsequent
accumulated depreciation and any subsequent
accumulated impairment losses. Revaluations are
performed with sufficient regularity such that the
carrying amount does not differ materially from
that which would be determined using fair value at

the balance sheet date.
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Any revaluation increase arising on revaluation is
credited to the asset revaluation reserve, except to
the extent that it reverses a revaluation decrease
of the same asset previously recognised as an
expense, in which case the increase is credited to
the consolidated income statement to the extent of
the decrease previously charged. A decrease in the
net carrying amount arising on revaluation of an
asset is dealt with as an expense to the extent that
it exceeds the balance, if any, on the revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus

is transferred to retained profits.

Depreciation is provided to write off the fair value
of items of property, plant and equipment, other
than construction in progress, over their estimated
remaining useful lives and after taking into account
of their estimated residual value, using the straight-

line method.

Construction in progress is carried at cost less any
recognised impairment loss. Depreciation of these
assets, on the same basis as other property assets,
commences when the assets are ready for their

intended use.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and
the carrying amount of the item) is included in the
consolidated income statement in the year in which

the item is derecognised.

Annual Report 2007 63

For the year ended 31st December, 2007



64

S

TEEAFFT A=t -HLEFE

AEERGEEAFGEEALEEZR
HE UWHREZSFEERORERR
ZHR - fmE—IHEE AT WEER
REREE AZBREEZREERDN
Rk = R W [BI{E o Rl 18 &5 18 FE S B A
Rexth BIFEHEEERES R
EAREMHEREIE  HERERBIE
AR IR L BRI R AEE BB BRI -

REBREREER  BEZKREER
IREEMBETZAWEE A
BRZEERNBERREBEN K
B - # B 2 )5 (B &5 18 AJ B B 1 7 52
BEA BRIEEREERES —BE
AREGSEIER ERREBEZ
BOSREZBENRIEEHIEHERE
® e

\II'

ﬂl

WATIRBEE W E R EZ R FE
FIER - WHER—REBKEEFREHRE
EE MM R R Z EURIR - MR
MR EEEEN -

HEERZWAEE RZEIXE O R
HEESF ZHER -

For the year ended 31st December, 2007

At each balance sheet date, the Group reviews the
carrying amounts of its tangible assets to determine
whether there is any indication that those assets
have suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which
case the impairment loss is treated as a revaluation

decrease under that standard.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount,
but so that the increased carrying amount does
not exceed the carrying amount that would have
been determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which
case the reversal of the impairment loss is treated

as a revaluation increase under that standard.

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold and services
provided in the normal course of business, net of

discounts and sales related tax.

Revenue from sales of goods is recognised when

the goods are delivered and title has passed.
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Interest income from a financial asset is accrued
on a time basis, by reference to the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts
the estimated future cash receipts through the
expected life of the financial asset to that asset’s

net carrying amount.

Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying
amount of the leased asset and recognised as an

expense on a straight-line basis over the lease term.

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other

leases are classified as operating leases.

Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying
amount of the leased asset and recognised as an

expense on a straight-line basis over the lease term.
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For the year ended 31st December, 2007

Rentals payables under operating leases are
charged to profit or loss on a straight-line basis
over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into
an operating lease are recognised as a reduction of
rental expense over the lease term on a straight-

line basis.

Income tax expense represents the sum of the tax

currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit as
reported in the consolidated income statement
because it excludes items of income and expense
that are taxable or deductible in other years and
it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted

or substantively enacted by the balance sheet date.
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Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax
bases used in the computation of taxable profit,
and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available
against which deductible temporary differences
can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from
goodwill or from the initial recognition (other than
in a business combination) of other assets and
liabilities in a transaction that affects neither the

taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to
control the reversal of the temporary difference and
it is probable that the temporary difference will not

reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow

all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is
charged or credited in the consolidated income
statement, except when it relates to items charged
or credited directly to equity, in which case the

deferred tax is also dealt with in equity.
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Inventories are stated at the lower of cost and
net realisable value. Cost is calculated using the

weighted average cost method.

Payments to Mandatory Provident Fund Scheme and
state-managed retirement benefit schemes which
are defined contribution schemes are charged as
an expense when employees have rendered service

entitling them to the contributions.

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary
economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates
of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing
on the date when the fair value was determined.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not

retranslated.
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Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period
in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried
at fair value are included in profit or loss for
the period except for differences arising on the
retranslation of non-monetary items in respect of
which gains and losses are recognised directly in
equity, in which cases, the exchange differences are

also recognised directly in equity.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of
the Group’s foreign operations are translated
into the presentation currency of the Company
(i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising,
if any, are recognised as a separate component
of equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the
period in which the foreign operation is disposed

of.

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs
ceases when the assets are substantially ready for

their intended use or sale.

Annual Report 2007 69

For the year ended 31st December, 2007



70

HE-PTLF+-A=t+—ALFE

FTE B MR ER AR EE L BER
mAdkERI AL -

FI305E BB A A 2 MR S8 -

REEAMSRIABELEZELE
EEERHRIERRKBEEHR
BARTBEREAEZEBMEE M
A 2B - T ERERR

NHELZEBLEEREVEEAR
A REREREM 25t 2 R EEM
BRER MEANSELENETLEE
ATER AREERNELHEAE
Bk -

RERERE  ABELZEBLEE
AR R AT #EIH R REFRERIRZ
5 H2RELERFINBE 2 BILE
EMER e

For the year ended 31st December, 2007

All other borrowing costs are recognised in
consolidated income statement in the period in

which they are incurred.

Expenditure on research activities is recognised as

an expense in the period in which it is incurred.

An internally-generated intangible asset arising
from development expenditure is recognised only if
it is anticipated that the development costs incurred
on a clearly-defined project will be recovered

through future commercial activity.

The amount initially recognised for internally-
generated intangible asset is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria.
Where no internally-generated intangible asset can
be recognised, development expenditure is charged

to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-
generated intangible asset is reported at cost
less accumulated amortisation and accumulated
impairment losses, on the same basis as intangible

assets acquired separately.
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Financial assets and financial liabilities are
recognised on the consolidated balance sheet when
a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and
financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value
of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit

or loss.

The Group’s financial assets are classified into
three categories, including loans and receivables,
held-for-trading investments and available-for-sale
financial assets. All regular way purchases or sales
of financial assets are recognised and derecognised
on a trade day basis. Regular way purchases or
sales are purchases or sales of financial assets that
require delivery of assets within the time frame
established by regulation or convention in the

marketplace.
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For the year ended 31st December, 2007

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees on points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or,

where appropriate, a shorter period.

Income is recognised on an effective interest basis

for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. At each balance
sheet date subsequent to initial recognition,
loans and receivables (including trade and other
receivables, short-term loans receivable, deferred
consideration, and bank balances and cash) are
carried at amortised cost using the effective interest
method, less any identified impairment losses (see
accounting policy on impairment of financial assets

below).
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Held-for-trading investments

A financial asset is classified as held-for-trading if:

o it has been acquired principally for the

purpose of selling in the near future; or

o it is a part of an identified portfolio of
financial instruments that the Group
manages together and has a recent actual

pattern of short-term profit-taking; or

o it is a derivative that is not designated and

effective as a hedging instrument.

At each balance sheet date subsequent to initial
recognition, held-for-trading investments are
measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in
which they arise. The net gain or loss recognised
in profit or loss excludes any dividend or interest

earned on the financial assets.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated or not
classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-

maturity investments.
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Available-for-sale financial assets (continued)

At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are
measured at fair value. Changes in fair value are
recognised in equity, until the financial asset is
disposed of or is determined to be impaired, at
which time, the cumulative gain or loss previously
recognised in equity is removed from equity and
recognised in profit or loss (see accounting policy

on impairment of financial assets below).

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they
are measured at cost less any identified impairment
losses at each balance sheet date subsequent
to initial recognition (see accounting policy on

impairment of financial assets below).

Financial assets are assessed for indicators of
impairment at each balance sheet date. Financial
assets are impaired where there is objective
evidence that, as a result of one or more events
that occurred after the initial recognition of the
financial asset, the estimated future cash flows of

the financial assets have been impacted.

For an available-for-sale equity investment, a
significant or prolonged decline in the fair value of
that investment below its cost is considered to be

objective evidence of impairment.
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For all other financial assets, objective evidence of

impairment could include:

o significant financial difficulty of the issuer or

counterparty; or

o default or delinquency in interest or principal

payments; or

o it becoming probable that the borrower
will enter bankruptcy or financial re-

organisation.

For certain categories of financial asset, such as
trade and other receivables, short-term loans
receivable and deferred consideration, assets
that are assessed not to be impaired individually
are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment
for a portfolio of receivables could include the
Group’s past experience of collecting payments
and observable changes in national or local
economic conditions that correlate with default on

receivables.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss
when there is objective evidence that the asset
is impaired, and is measured as the difference
between the asset’'s carrying amount and the
present value of the estimated future cash flows

discounted at the original effective interest rate.
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For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’'s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return for
a similar financial asset. Such impairment loss will

not be reversed in subsequent periods.

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables from third parties, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or
loss. When a trade receivable from third parties is
considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit

or loss.

For financial assets measured at amortised
cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment losses was recognised, the previously
recognised impairment loss is reversed through
profit or loss to the extent that the carrying
amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost
would have been had the impairment not been

recognised.
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Impairment losses on available-for-sale equity
investments will not be reversed in profit or loss
in subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly

in equity.

Financial liabilities and equity instruments issued
by a group entity are classified according to the
substance of the contractual arrangements entered
into and the definitions of a financial liability and

an equity instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after

deducting all of its liabilities.

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
through the expected life of the financial liability,

or, where appropriate, a shorter period.

Interest expense is recognised on an effective

interest basis.

Financial liabilities

Financial liabilities including trade and other
payables, amount due to a minority shareholder,
dividend payable and borrowings are subsequently
measured at amortised cost, using the effective

interest method.
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Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct

issue costs.

Repurchase of the Company’s own equity
instruments is recognised and deducted directly in
equity. No gain or loss is recognised in profit or loss
on the purchase, sale, issue or cancellation of the

Company’s own equity instruments.

Financial assets are derecognised when the rights
to receive cash flows from the assets expire, or the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition
of a financial asset, the difference between the
asset’s carrying amount and the sum of the
consideration received and receivable is recognised

in profit or loss.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expired. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid

and payable is recognised in profit or loss.
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Share options granted to directors and employees

The fair value of services received determined by
reference to the fair value of share options granted
at the grant date is expensed on a straight-line
basis over the vesting period, with a corresponding

increase in equity (share options reserve).

At each balance sheet date, the Group revises
its estimates of the number of options that are
expected to ultimately vest. The impact of the
revision of the estimates, if any, is recognised in
profit or loss, with a corresponding adjustment to

share options reserve.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium. When
the share options are forfeited after the vesting
date or are still not exercised at the expiry date,
the amount previously recognised in share options
reserve will continue to be held in share options

reserve.

In the application of the Group’s accounting
policies, which are described in note 3, the
directors of the Company are required to make
judgements, estimates and assumptions about
the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The
estimates and associated assumptions are based
on historical experience and other factors that are
considered to be relevant. Actual results may differ

from these estimates.
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The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision
affects only that period, or in the period of the
revision and future periods if the revision affects

both current and future periods.

The followings are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within

the next financial year.

When there is objective evidence of impairment
loss, the Group takes into consideration the
estimation of future cash flows. The amount of
the impairment loss is measured as the difference
between the asset’'s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition). Where the
actual future cash flows are less than expected,
a material impairment loss may arise. As at 31st
December, 2007, the carrying amount of trade
receivables is approximately HK$522,929,000 (net
of allowance for doubtful debts of approximately
HK$4,633,000).
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The Group manages its capital to ensure that
entities in the Group will be able to continue as
a going concern while maximising the return to
stakeholders through the optimisation of the debt
and equity balance. The Group’s overall strategy

remains unchanged from prior year.

The capital structure of the Group consists of debt,
which includes the borrowings disclosed in note 29,
cash and cash equivalents and equity attributable
to equity holders of the Company, comprising

issued share capital, reserves and retained profits.

The Group’s management reviews the capital
structure on a semi-annual basis. As part of this
review, the management considers the cost of
capital and the risks associated with each class of
capital. The Group has a target gearing ratio of not
more than 50% determined as the proportion of

net debt to equity.
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FRZABELERMT The gearing ratio at the year end was as follows:

—ETEHF —EETRF

2007 2006
FERT FHET
HK$’000 HK$'000
=R(() Debt (i) 430,871 484,598
BeRESZED Cash and cash equivalents (136,177) (195,193)
BEFHE Net debt 294,694 289,405
i (i) Equity (ii) 708,101 605,061
BEFHEHERE X Net debt to equity ratio 41.6% 47.8%
(i) BEZEBRRMKREHMER F (i) Debt is defined as long and short-term borrowings
FRMFE29 - as detailed in note 29.
(ii) R E AL B 2 IR AR (ii) Equity includes all capital and reserves of the

(BRRELERRER) Group including minority interests.
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“EBEBLE —IZTTRF
2007 2006
FERT FHET
HK$'000 HK$'000
MBEE Financial assets
AHEERE Available-for-sale investments 10,456 -
B R EWER (B Loans and receivables (including cash
ReRBRLEEY)  and cash equivalents) 829,071 730,038
HIEEERE Held-for-trading investments 14,594 -
B aE Financial liabilities
B A A Amortised cost 770,979 689,264
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The Group’s major financial instruments
include available-for-sale investments, bank
balances, borrowings, loans receivable,
deferred consideration, trade and other
receivables, held-for-trading investments,
trade and other payables, amount due to a
minority shareholder, and dividend payable.
Details of these financial instruments are
disclosed in respective notes. The risks
associated with these financial instruments
include market risk (currency risk, interest
rate risk and equity price risk), credit risk
and liquidity risk. The policies on how to
mitigate these risks are set out below. The
management manages and monitors these
exposures to ensure appropriate measures
are implemented on a timely and effective

manner.
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(i)

Currency risk

The Group has minimal currency
risk as most of the financial assets
or liabilities are denominated in
functional currencies in which the

subsidiaries operate.

Interest rate risk

The Group's exposure to cashflow
interest rate risk is mainly attributable
to its bank balances, variable-rate
short-term loans receivable and

variable-rate borrowings.

The Group's fair value interest rate
risk relates primarily to fixed-rate
bank borrowings and long-term loans

receivable.

The Group currently does not have
any interest rate hedging policy.
The directors monitor the Group’s
exposure on an ongoing basis and
will consider hedging interest rate risk

should the need arise.
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(ii)

Interest rate risk (continued)
Sensitivity analysis

The sensitivity analysis below
have been determined based on
the exposure to interest rate risk
for non-derivative instruments at
the balance sheet date. For bank
balances, variable-rate short-term
loans receivable and variable-rate
bank borrowings, the analysis is
prepared assuming the amount of
asset and liability outstanding at the
balance sheet date was outstanding
for the whole year. A 50 basis point
increase or decrease is used when
reporting interest rate risk internally
to key management personnel and
represents management’s assessment
of the reasonably possible change in

interest rates.

If interest rates had been 50 basis
points higher/lower and all other
variables were held constant, the

Group's:

Annual Report 2007 85

For the year ended 31st December, 2007



86

HE-PTLF+-A=t+—ALFE

(i)

(iii)

MR R ()

BREE D (&)
. BE-TTLH
+ - A=+ —

HIEFE 2 &
OO
n#253,000/%
7T (2006 %F
WA R
144,000% 1) -
TERAEER
HIRTHES® 7
BREERE R
RFBRITER
AR & & b AT
B o

P AN (B 18 [ B2
AEEREATHLER
ERFFEEREAR
BAERRR - EEE
BRETTRRR 2K
BHlE AREIEE
AHHERERFIESR
BEREZEREHEE
[ B -

For the year ended 31st December, 2007

(ii)

(iii)

Interest rate risk (continued)
Sensitivity analysis (continued)

o profit for the year ended
31st December, 2007
would decrease/increase by
approximately HK$253,000
(2006: decrease/increase by
approximately HK$144,000).
This is mainly attributable
to the Group’s exposure to
interest rates on its bank
balances, variable-rate short-
term loan receivables and

variable-rate bank borrowings.

Equity price risk

The Group is exposed to equity
price risk through its available-for-
sale investments and held-for-trading
investments. The management
manages this exposure by maintaining
a portfolio of investments with
different risks and closely monitoring
available-for-sale investments and
held-for-trading investments for the

price changes.
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Equity price risk (continued)

Equity price sensitivity analysis

The sensitivity analysis below have
been determined based on the
exposure to equity price risks at the

reporting date.

If the prices of the respective equity
instruments had been 5% higher/

lower:

o investment revaluation reserve
would increase/decrease by
approximately HK$427,000
(2006: Nil) for the Group as
a result of the changes in
fair value of available-for-sale

investments; and

o profit for the year ended
31st December, 2007
would increase/decrease by
approximately HK$730,000
(2006: Nil) as a result of the
changes in fair value of held-

for-trading investments.

In management’s opinion,
the sensitivity analysis is not
representative of the Group’s equity
risk as it only reflects the impact
of equity price changes to equity

securities held at the year end.
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For the year ended 31st December, 2007

The Group’s maximum exposure to credit risk
in the event of the counterparties’ failure
to perform their obligations as at 31st
December, 2007 and 2006 is the carrying
amount of those assets as stated in the
consolidated balance sheet. In addition, the
Company has concentration of credit risk on
top five major customers which accounted
for approximately 53% (2006: 43%) of the
Group's total trade receivables amounting
to approximately HK$290,302,000 (2006:
HK$177,631,000). The Group has also
concentration of credit risk on short-term
loans receivable which was due from several
counterparties with good repayment history.
In order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action is

taken to recover overdue debts.

In addition, the Group reviews the
recoverable amount of each individual
debtor at each balance sheet date to ensure
that adequate impairment losses are made
for irrecoverable amounts. In this regard,
the directors of the Group consider that the

Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited
because the counterparties are reputable
banks.
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Liquidity risk

As at 31st December, 2007, the Group
had net current assets amounting to
approximately HK$254,612,000 (2006:
HK$80,794,000). The Group is not exposed
to liquidity risk as it has sufficient funds to
meet its financial obligations when they fall

due.

In the management of the liquidity risk,
the Group monitors and maintains a level
of cash and cash equivalents deemed
adequate by the management to finance
the Group's operations and mitigate the
effects of fluctuations in cash flows. The
management monitors the utilisation of
bank borrowings and ensures compliance

with loan covenants.

The following table details the Group's
remaining contractual maturity for its
financial liabilities. The table has been drawn
up based on the undiscounted cash flows of
financial liabilities based on the earliest date
on which the Group can be required to pay.
The table includes both interest and principal

cash flows.
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REE SRR (&) Liquidity risk (continued)
HEERF Liquidity table
R
“ERtE
AER t=A
E¥s3 TR 38 A B¢ =1-H
(Yl 1188 1-3f8A B1E 1ENE RELE ZKREE
Carrying
Weighted Total  amount
average undiscounted at 31st
effective  Less than 1-3 3 months  Over 1 cash December,
interestrate 1month  months  to 1 year year flows 2007

Aat TR THERL TEr THEx THERL TER
Percentage  HK$'000  HK$'000  HK$'000 HK$'000 HK$'000  HK$'000

ZEEtE 2007
EAZRKEFR Trade and other

HitEAFE  payables - 211,654 56,049 71291 - 338,994 338,994
EfBRS Dividend payable - 1,114 - - - 1,114 1,114
ERREESR  Trust receipt loans - 135580 61857 - - 197,437 195,944
RITER Bank borrowings

-E8 - fixed-rate 5.52 - 2,500 34,884 16,339 53,723 52,384

-%8 - variable-rate 590 33,250 5450 41,043 112,377 192,120 182,543

381,598 125,856 147,218 128,716 783,388 770,979
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RBE SRR (&) Liquidity risk (continued)
B E L FK (&) Liquidity table (continued)
“RENE
AR TR
iEF TR 3(E A Be =1-H
ERF% i A 1-318 A FE 1FNE NERE HEE
Carrying
Weighted Total amount
average undiscounted at 31st
effective  Less than 1-3 3 months  Over 1 cash  December,
interest rate 1 month months  to 1 year year flows 2006

BAK TAL TEL TEr  TEx TEL TEL
Percentage  HK$'000  HK$'000  HK$'000 HK$'000 HK$'000  HK$'000

“TERE 2006
EREZHEZT Trade and other
7

EMERFE  payables 120,797 741 78,981 - 200519 200,519
D8RR Amount due to

B a minority

shareholder - 3,234 - - - 3,234 3,234

ERRE Dividend payable - 913 - - - 913 913
ERYIEER  Trust receipt loans 233,152 58,379 1,601 - 293,132 288,978
RITER Bank borrowings

-EE - fived-rate 532 41083 14417 67332 16,851 139,683 138,832

-28 - variable-rate 6.20 - - - 44,604 44,604 42,000
EtER Other loans - 14,788 - - - 14,788 14,788

413,967 73,537 147914 61,455 696,873 689,264
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MBEERMBAEZAFE
T TG AEE

. BREGBRRIGHERR
ERTATISEEMNN
BEESLBMISMME
NEABETE &

s

. HWHMBEERTKE
Bz AT ERBERE
AERmSER S 2B
BB ANBIRE SR
ENMZLAREEBER

FTHE -

AAREERE  REEEKE
RBHER AR MBEER
aBsFEEREQATE
BE

The fair values of financial assets and

financial liabilities are determined as follows:

o the fair values of financial assets with
standard terms and conditions and
traded on active liquid markets are
determined with reference to quoted

market bid prices; and

o the fair values of other financial
assets and financial liabilities are
determined in accordance with
generally accepted pricing models
based on discounted cash flow
analysis using prices from observable

current market transactions as input.

The directors of the Company consider that
the carrying amounts of financial assets and
financial liabilities recorded at amortised
cost in the consolidated financial statements

approximate their respective fair values.
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For the year ended 31st December, 2007

Revenue represents the net amounts received

and receivable during the year. An analysis of the

Group's revenue for the year is follows:

—EBEtLE —TTRF
2007 2006
TER FABT
HK$'000 HK$'000
HEEM Sales of goods 1,652,678 1,646,593
RO 7% AR S P15 F B Interest income from the provision
A of financial services 1,595 4,201
BBEERD 2 BE Rental income under operating leases
RigesH e A in respect of plant
and machinery 1,086 1,086
1,655,359 1,651,880

REEMS  ARBREBEIEZSR
MEZERR  BREBIREERE
EmAMDHETFERMATREY -
Hih2BEEBFEHEHEENRGH
TWARREHI GRS - REBER
HERHFZINEBDREHR -

For management purposes, the Group is currently

organised into two major operating divisions —

printing and manufacturing of packaging products,

and distribution of electronic products and mass

merchandise. Other operations include leasing

out of assets for rental income and provision of

financial services. These divisions are the basis

on which the Group reports its primary segment

information.
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HEZTZ+F+ZA=+—HIEFE For the year ended 31st December, 2007

27T Segment information about these businesses is

presented below:

2007

MR REE
BHEM DHEEM HAth

Printing and

manufacturing

of packaging Distribution

products of products Others
THET THERT THET
HK$'000 HK$'000 HK$'000

REVENUE 448,186 1,204,492 2,681
RESULT
Segment result 96,665 31,947 7,701

Interest income

Fair value gain on
held-for-trading
investments

Unallocated corporate
expenses

Finance costs

Profit before tax

Income tax expense

Profit for the year

BALANCE SHEET

ASSETS

Segment assets 812,615 458,587 16,334
Unallocated corporate

assets

Consolidated total assets

Total

TER

HK$'000

1,655,359

136,313

30,255

11,128

(17,851)
(27,478)

132,367
(25,042)

107,325

1,287,536

255,129

1,542,665
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2007
BRREE
BHEEM
Printing and
manufacturing

of packaging

products
THERT
HK$'000
LIABILITIES
Segment liabilities 109,862
Unallocated corporate
liabilities
Consolidated total
liabilities
OTHER INFORMATION
Capital expenditures 27,855
Depreciation of property,
plant and equipment 33,311
Amortisation of prepaid
lease payments 613
Impairment of trade and
other receivables from
third parties, deposits
and prepayments 2,808

Gain on disposal of property,

plant and equipment -

DHEM

Distribution

of products
FHERT
HK$'000

250,932

4,579

1,051

125

987

Hity

Others
FTAT
HK$'000

936

293

1,674

7,846

For the year ended 31st December, 2007

Total

TERT

HK$'000

361,730

472,834

834,564

32,727

36,036

613

2,933

8,833
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HE_TZ+F+-A=+—HIEFE For the year ended 31st December, 2007

2006
N B A B
BEEM
Printing and
manufacturing
of packaging
products
TET
HK$'000

REVENUE 425,862

RESULT
Segment result 97,366
Interest income
Unallocated corporate
income
Unallocated corporate
expenses

Finance costs

Profit before tax

Income tax expense

Profit for the year

BALANCE SHEET

ASSETS

Segment assets 776,331
Unallocated corporate

assets

Consolidated total assets

D IHE Hh 1R
Distribution

of products Others Total

FET FET FHET

HK$'000 HK$'000 HK$'000

1,220,731 5,287 1,651,880

39,559 2,523 139,448

19,933

1,689

(25,270)
(25,195)

110,605
(15,277)

95,328

264,480 24,063 1,064,874

271,979

1,336,853
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LIABILITIES
Segment liabilities
Unallocated corporate

liabilities

Consolidated total

liabilities

OTHER INFORMATIO

Capital expenditures

tF+ - A=+—HILFE

2006
EN il R 4
BEEM
Printing and
manufacturing
of packaging
products
THT
HK$'000

98,165

N

78,511

Depreciation of property,

plant and equipment

Amortisation of prepa

lease payments

26,167
id
478

Loss on disposal of property,

plant and equipment

Impairment of trade and

other receivables from
third parties, deposits

and prepayments

1,626

1,279

7 HE M

Distribution
of products
FET

HK$'000

113,486

132

36

\|
A
.y
=

Others
FAT

HK$'000

514

2,589

1,775

For the year ended 31st December, 2007

e
GRE
bl

Total

TAT

HK$'000

212,165

519,627

731,792

81,100

28,074

478

1,626

1,315
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HE_TZ+F+-A=+—HIEFE For the year ended 31st December, 2007

AEBZEBURES PEARHK The Group’s operations are located in Hong Kong,
ME ([RE]) - EFBRERE (3% the People’s Republic of China (“PRC"), the United
) MEER - If M EEREEME States of America (“USA”) and Korea. Printing and
BRAEET MoEEREBKIR manufacturing of packaging products are carried
FE B EBRBEBRET out in the PRC and distribution of products are

carried out in the PRC, Hong Kong, USA and Korea.

TRENAEF IR HH (THE The following table provides an analysis of the
f R RIR) Bl D 2 HERE Group's sales by geographical market based on
locations of customers, irrespective of the origin of

the goods/services:

RitEHHED 2
HE W
Sales revenue by
geographical market
—BELHF —ETRF

2007 2006
FET FHET

HK$'000 HK$'000

B Hong Kong 919,990 658,126
FE(TEEHB) PRC (excluding Hong Kong) 451,999 922,063
e USA 239,118 -
3% Korea 44,252 70,830
Hh Others - 861

1,655,359 1,651,880
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BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

UTROBEEZREBERYE - #
REZABEREEME TS

PRC (excluding
Hong Kong)

Hong Kong

USA

Korea

Others

The following is an analysis of the carrying amount
of segment assets and additions to property, plant
and equipment, analysed by the geographical area

in which the assets are located:

I MBERRE

PREEZREE ZAnE
Carrying amount  Additions to property,
of segment assets plant and equipment
TEELFE _TERF ZBELE —ETRHF
2007 2006 2007 2006
FHERT THETT FET TETT
HK$'000 HK$'000 HK$'000 HK$'000

823,688 926,112 28,016 78,511

356,152 126,116 4,711 2,589
90,878 - = -
16,818 12,493 - -

- 153 - -

1,287,536 1,064,874 32,727 81,100
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For the year ended 31st December, 2007

Interest on:
Bank borrowings wholly repayable
within five years
Other loans wholly repayable

within five years

The charge comprises:

Current tax:
Hong Kong Profits Tax

PRC Enterprise Income Tax

Underprovision of Hong Kong
Profits Tax in prior years
Deferred tax charge (credit) for

the year (note 30)

S
2007
FHT
HK$’000

27,316

162

27,478

—ETLF
2007
FHT
HK$'000

6,470
14,124

20,594

71

4,377

25,042

[l
Al
A
~
- |’
_m

2006
TAET
HK$'000

24,158

1,037

25,195

[
A
Al
~
/"
_FH‘

2006
THETT

HK$'000

2,406
13,006

15,412

298

(433)

15,277
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Hong Kong Profits Tax is calculated at 17.5% of the

estimated assessable profit for both years.

Taxation arising in other jurisdictions is calculated

at the rates prevailing in the relevant jurisdictions.

On 16th March, 2007, the PRC promulgated the
Law of the People’s Republic of China on Enterprise
Income Tax (the “New Law”) by Order No. 63 of
the President of the People’s Republic of China. On
6th December, 2007, the State Council of the PRC
issued Implementation Regulations of the New Law.
The New Law and Implementation Regulations will
change the tax rate from 33% to 25% for certain

subsidiaries from 1st January, 2008.

Annual Report 2007 1 01
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For the year ended 31st December, 2007

Pursuant to the relevant laws and regulations in the
PRC, certain of the Company’s PRC subsidiaries are
exempted from PRC Enterprise Income Tax for two
years starting from their first profit-making year
followed by a 50% reduction for the next three
years (the "Tax Holiday”). Under the New Law,
those companies which have already entitled to
enjoy the Tax Holiday before 1st January, 2008 will

continue to enjoy the holiday until it is expired.

The Tax Holiday for Yunnan Qiaotong Package
Printing Company Limited (“Yunnan Qiaotong”)
expired in 2000. Starting from 2001, Yunnan
Qiaotong is classified as one of the approved
“Advanced Technology Enterprise with Foreign
Investment SNEIREFERMEPZE" and is
entitled to preferential PRC Enterprise Income Tax
rate of 15% up to 31st December, 2005. However,
pursuant to an approval received from local tax
authorities, Yunnan Qiaotong is classified as one of
the approved “Enterprise with Foreign Investment
in the Central and Western Regions A Faafibla
I IR E %", Accordingly, Yunnan Qiaotong
continues to be entitled to a preferential PRC

Enterprise Income Tax rate of 15%.
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For the year ended 31st December, 2007

The tax charge for the year can be reconciled to

the profit before tax per the consolidated income

statement as follows:

Profit before tax

Tax at the applicable tax rate
of 33% (2006: 33%)

Tax effect of income not taxable for
tax purpose

Tax effect of expenses not deductible
for tax purpose

Tax effect of tax losses not recognised

Effect of tax exemptions/relief
granted to PRC subsidiaries

Tax effect of utilisation of tax losses
previously not recognised

Tax effect of different tax rates of
subsidiaries operating in
other jurisdictions

Underprovision in respect of

prior years

Tax charge for the year

e

2007
TER

HK$'000

132,367

43,681

(91

55
1,040

(17,332)

(1,249)

(1,133)

71

25,042

—2EAE

— ==

2006
TR

HK$'000

110,605

36,500

(972)

888
1,517

(19,711)

(744)

(2,499)

298

15,277
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For the year ended 31st December, 2007

Profit for the year has been arrived
at after charging:

Salaries, bonus and other benefits

Retirement benefits scheme
contributions

Share-based payment expenses

Total staff costs including directors’
emoluments

Auditors’ remuneration

Depreciation of property, plant and
equipment

Amortisation of prepaid lease
payments

Loss on disposal of property, plant
and equipment

Impairment of trade and other
receivables from third parties,
deposits and prepayments
(included in administrative expenses)

Research and development costs
(included in administrative expenses)

Cost of inventories recognised as
an expense

Net foreign exchange loss

After crediting (included in
other income):

Interest income on overdue debts
Fair value gain on
held-for-trading investments
Penalty charges on overdue debts
Interest income on loans receivable
Bank interest income
Gain on disposal of property, plant
and equipment
Net foreign exchange gain

—BRLE
2007
FHT
HK$’000

52,431

6,034

126

58,591

1,508

36,036

613

2,933

3,636

1,485,352

(18,078)

(11,128)
(11,300)
(10,006)

(2,171)

(8,833)
(1,552)

THET
HK$'000

41,207

4,341

45,548

1,310

28,074

478

1,626

1,315

2,529

1,477,229
726

(9,405)

(9,360)
(1,168)



BE-TT
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+—2)EE2MemT

SEREE 2007
FEE OB RN
Hui King Yau Chau
Chun,  Min, HuiBin
Andrew  Paul  Long
TR THER TEx
HKS'000 HKS$'000 HKS$'000
fiE) Fees - - 10
B Other emoluments:
EMRER  Salaries and other benefits
il 760 786 -
R{REH Retirement benefits
HEI scheme contributions 12 12 -
WRABEE  Share-based payment
JRRFER expenses - 57 -
Hegs Total emoluments mo 85 120
ZEERE 2006
qEE EOH  HEH
HuiKing Yau Chau
Chun,  Min,  HuiBin
Andrew Paul  Long
Tén Tén Thn
HK§'000  HK§'000  HKS'000
e Fees I - %
Hfe Other emoluments
EMRER  Salariesand other
Bl beneit 616 619 -
BIVEREE  Retirement henefit
{5 scheme contrbutions 1 n -
iess Totel emoluments %6 %

tF+ - A=+—HILFE

For the year ended 31st December, 2007

The emoluments paid or payable to each of the ten

(2006: eleven) directors were as follows:

5
Li
Chun
R
Thn
HK$'000

@

n

80

64

144

2EC
I
Chun
en
THR
HK$'000

=o

120

134

BY IBE IRF X%

Wang

Wang

Zhou Jin Feng Wu Guang Yu

TEn

HKS"

000

80

179

17

29

305

A

Zhou Jin
Tin
HK$'000

60

u

IE%
Wang
Feng
W
TR
HK$000

60

66

TET
HKS'000

80

64

144

IR
Wang
Guang
Yu
Tin
HKS'000

TER
HKS000

H

80

90

170

=
Lam Ping
Cheung,
Andrew
ThT
HK$'000

40

40

Ng Chi

Yeung,

Simon
T
K$'000

120

120

255
Ng Chi
Yeung,
Simon
TEr
HKS'000

80

80

R

Tam Yuk

Sang,
Sammy

TEn

HKS'000

120

120

Tam Yuk
Sang,
Sammy
Tin
HK$'000

80

80

fges &
Ho Lok
Cheong  Total
TR THR
HKS'000 HKS'000
100 780
- 19
- 4
- 86
100 2,850
%8 4
Ho Lok
Cheong ~ Total
Tén TR
HKS'000  HK$'000
4 633
- 160
- %
a2
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For the year ended 31st December, 2007

Of the five individuals with the highest emoluments
in the Group, two (2006: two) were directors, of

the Company whose emoluments are included in

BT (ZTTREF - =f7) 2 Hb the disclosures in note 12 above. The emoluments
(N of the remaining three (2006: three) were as
follows:
—EBELE —TTRF
2007 2006
TER FAT
HK$'000 HK$'000
He kEAMmET Salaries and other benefits 1,550 1,552
KE®® Performance related incentive
payments 17 65
RRAE A ET &I K Retirement benefits scheme
contributions 34 36
AR BEE 2 R X Share-based payment expenses 6 -
1,607 1,653

FHAFTIEE :

T #8381,000,000% 7T

BE_TTER-_FTLFTA
St—BUEFE AREHRERAN
RRFMZ AL (BRES) XHH
T FRAREMBAREE RN INEXR
SER R HRERLZEE-
o BEZZEEREFRZZETLHF
T-A=+—BLEFE HBBEEEN
R -

The emoluments were within the following bands:

BT AH
Number of employees
—EELHF —ETREF

2007 2006

Not exceeding HK$1,000,000 3 3

During the years ended 31st December, 2006 and
2007, no emoluments were paid by the Group to
the five highest paid individuals, including directors,
as an inducement to join as upon joining the Group
or as compensation for loss of office. In addition,
during the years ended 31st December, 2006 and

2007, no directors waived any emoluments.



BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

—EBtF ZTLTRF
2007 2006
TER FExT
HK$'000 HK$'000
FRAERBD K TART Dividends recognised as distribution
REFAEAZRE to equity holders of the Company
during the year:
ZEZEFZENTHRE Interim dividend paid for 2007
— & iR2. 2781 - HK2.2 cents (2006: HK2.0 cents)
(ZETNF :2.080) per share 5,803 5,354
ZEERFEZENRERE Final dividend paid for 2006
— B i&10.0% 1L - HK10.0 cents
(ZZTRF: ZTTRF (2006: final dividend for 2005
2RSS —7.238 ) - HK7.2 cents) per share 26,770 19,274
32,573 24,628
EEEERRBERIBEETR12.88 The final dividend of HK12.8 cents (2006: HK10.0
W(ZZFEZREF - 10.0810) - DA cents) per share have been proposed by the Board
FRRTEABERTIRRBEFAE L and is subject to approval by the shareholders in
HoE%R - FAEER - the forthcoming annual general meeting.
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For the year ended 31st December, 2007

The calculation of the basic and diluted earnings

per share attributable to the ordinary equity holders

of the Company is based on the following data:

Earnings

Earnings for the purposes of
basic earnings per share

Profit for the year attributable to
equity holders of the Company

Number of shares

Weighted average number of
ordinary shares for the purposes

of basic earnings per share

Effect of dilutive potential
ordinary shares:

Share options

Weighted average number of
ordinary shares for the purposes

of diluted earnings per share

+—BIEF
A F R

—gRLE
2007
FHT
HK$'000

77,527

—eBtE
2007

266,319,518

166,373

266,485,891

62,258

[ |
A
A
/"
_m

2006

267,693,600

267,693,600

No diluted earnings per share was presented for

the year ended 31st December, 2006 as there was

no dilutive potential ordinary shares in issue during

that year.



BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

BT BERKS B BAERE EEIR @t
Plant and Motor Office Construction
Buildings  machinery vehicles  equipment in progress Total

TR TR TR TR TR TR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

RABEREE COST OR VALUATION
RZZERE-F—H At st January, 2006 36,834 381,609 6,365 2,557 51,021 478,386
BHEE Currency realignment 1,505 15,326 200 74 2,085 19,190
HE Additions 15,746 44,029 1,030 3,803 16,492 81,100
o Transfer 47,71 21,244 - - (68,515) -
HE Disposals (209) (1,807) (65) (150) - (2,231)
RZZELE-F—H At st January, 2007 101,147 460,401 7,530 6,284 1,083 576,445
EHEE Currency realignment 6,985 31,175 418 368 75 39,021
HE Additions - 12,091 928 2,225 15,605 30,849
WE—HIBAFE  Acquired on acquisition
WEE (Hi34) of a subsidiary (note 34) - - 165 1,713 - 1,878
BfiEE7EE Adjustment arising on
revaluation 4,725 (65,091) (3,435) (3,543) - (67,344)
ELES Transfer 7,007 - - - (7,007) -
& Disposals - (12,07) (171) (77 - (12,319)
RZZZLE At 31st December, 2007
+-A=t+-H 119,864 426,505 5,435 6,970 9,756 568,530
i Comprising:
FRAfE At cost - - - - 9,756 9,756
ffE-—ZT+F  Atvaluation - 2007 119,864 426,505 5,435 6,970 - 558,774
119,864 426,505 5,435 6,970 9,756 568,530
ik DEPRECIATION
RZZZRE—F—B At Ist January, 2006 2,255 20,063 1,062 736 - 24,116
SHHE Currency realignment 92 i 30 by - 915
EREE Provided for the year 2,898 23,009 1,253 914 - 28,074
HEHH Eliminated on disposals - (195) (16) (69) - (280)
RZZZ+F—A—H At 1st January, 2007 5,245 43,648 2,329 1,603 - 52,825
HEHE Currency realignment 362 2,937 115 80 - 3,494
FRER Provided for the year 3,622 28,983 1,447 1,984 - 36,036
Bt Eliminated on revaluation (9,229) (70,528) (3,880) (3,591) - (87,228)
LEHH Eliminated on disposals - (5,040) (1) (76) - (5,127)
RZZT5LHF At 31st December, 2007
+-A=+-H - - - - - -
REFE CARRYING VALUES
RZTELE At 315t December, 2007
+-f=1+-H 119,864 426,505 5,435 6,970 9,756 568,530
RZTERE At 31st December, 2006
+-fF=t+-H 95,902 416,753 5,201 4,681 1,083 523,620

Annual Report 2007 1 09



110

S

TEEAFFT A=t -HLEFE

Ll WERREZER (TR
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B2 E25F
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N 20%%33%
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WAL HE#ER -

KEBWE BREREEH(TEE
ERIR BEHEBTEARAF
K2EZRBHRABAMEREEZTHER
SEBR-_ZT+LF+-_A=+—HE
A THRERTEAERDQFEK
B B o AN B R B A
2 B8 4913,586,0008 L5t A K E
BEAFEERN - MAOBRREREL 2
B A A9,033,0008 L R =
TTLHE+ A=+ E- #
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ERGE R ANTER -

R-FTRNF+T-A=+—HB &=
ERTREGBIRZAEEY
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AREERZ A FEEEZ S RYL &
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For the year ended 31st December, 2007

The above items of property, plant and equipment,

other than construction in progress, are depreciated

on a straight-line basis at the following rates per

annum:

Buildings Over the shorter of the
term of the lease or
25 years

Plant and machinery 4% - 33%

20% - 30%

20% - 33%

Motor vehicles

Office equipment

The Group’s buildings are situated in the PRC over
the leasehold interest in land under medium-term

leases.

The Group's property, plant and equipment, other
than construction in progress, were revalued as
at 31st December, 2007 by Norton Appraisals
Limited, by reference to market evidence of recent
transactions for similar properties and assets.
Norton Appraisals Limited is not connected with the
Group. The Group’s share of surplus arising on the
revaluation which has been credited to the asset
revaluation reserve amounted to approximately
HK$13,586,000 and the minority interests’ share
of surplus arising on revaluation amounted to
approximately HK$9,033,000. At 31st December,
2007, an impairment loss of property, plant and
equipment of approximately HK$2,735,000 is

recognised to the consolidated income statement.

At 31st December, 2006, the directors conducted
a review of the Group’s property, plant and
equipment carried at revalued amounts and have
estimated that the carrying amounts do not differ
significantly from which would be determined using

fair values.



HE-_ZTT+HF+-A=1+—HILFE

HWAKEZME BERZEHE(TE
BRERETRE) DERANERRERTE
PIER - R - BB R REEL TS
77

BF Buildings

B = Plant and machinery
BE Motor vehicles
BOERE Office equipment

RNEE AR E#42,617,0008 7T (=
TETREF  AEEWE - BBERR
##9121,423,00087C) 2 & THED
EREANEENKBEER TR 1E
AAEEMERITEEZRE

PN

Cost
TR
HK$'000

78,955
470,042
10,016
26,225

585,238

For the year ended 31st December, 2007

Had the Group’s property, plant and equipment,

other than construction in progress, been carried

at cost less accumulated depreciation, the carrying

values of property, plant and equipment would

have been stated as follows:

“RERLE
2007
RENRE
Accumulated
depreciation
THR
HK$'000

12,630
110,270
7,358
13,571

143,829

REE
Carrying
values
TER
HK$'000

66,325
359,172
2,658
12,654

441,409

AR

Cost
TEL
HK$'000

67,300
440,214
8,616
21,127

537,257

ZEERE
2006
ZRENE
Accumulated
depreciation
TR
HK$'000

9,170
81,025
5389
7,174

102,758

REE
Carrying
values
THER
HK$'000

58,130
359,189
3,227
13,953

434,499

The Group has pledged buildings and prepaid lease

payments in the PRC having a carrying amount of
approximately HK$42,617,000 (2006: the Group’s
property plant and equipment of approximately
HK$121,423,000) to secure general banking
facilities granted to the Group.
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HE_TZ+F+-A=+—HIEFE For the year ended 31st December, 2007

—RELE  —TIAF

2007 2006
FTHET FA&T
HK$'000 HK$'000
REBZBFBEERMNK The Group's prepaid lease
B payments comprise:
RAPBAFRESE 2 LH# Leasehold land under medium-term
HE#ER leases in the PRC 19,903 19,192
BEM DT Analysed for reporting purposes as:
MEBEE Current assets 613 574
EREBEE Non-current assets 19,290 18,618
19,903 19,192

AEBLABREEAI11,905,0008 70 (=
TENFE) JEMNHEEN KK
FIRIT  EAAREBFFERITEERE
REE o

The Group has pledged prepaid lease payments
having a carrying amount of approximately
HK$11,905,000 (2006: Nil) to secure general
banking facilities granted to the Group.
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TEFE+ A=t HALFE

—EELHF —EERF

2007 2006
THERT FH&xT
HK$'000 HK$'000
WiE—HMBRRREE Acquired on acquisition of
(B iE34) a subsidiary (note 34) 2,605 -
BB L RER Acquired on acquisition of
RESE additional interest in a subsidiary 90 -
2,695 -

SREAANS BEEHAKEZ
MEARMASNAERABGEMRR —
ReEdBM ((ReELSM]) ME
e AR FERNER 2K F
T CHEENMHE -

o

HE-_ZZT+HF+_A=+—HILF
B AEBEEEBRTHESCELEN
(Em2) WEBAETMARE -

bR e ES B2 AW E R 2 &
EREBBEBMELOT :

For the purpose of impairment testing, goodwill has
been allocated to a cash generating unit ("CGU")
operating as a subsidiary of the Group, MinilLogic
Device Corporation Limited, which is engaged in
the design, development, production and sales of

integrated circuits.

During the year ended 31st December, 2007,
management of the Group determined that the
CGU, containing goodwill, had not suffered any

impairment.

The basis of the recoverable amount of the above
CGU and the major underlying assumptions are

summarised below:
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ReEAFEM 2RO IIIRER
BEMEFE - thESRIIREEERRE
gt E—FHZMBREZRERE
A R25% TR ERFTE - BB EREE
Rx - aREREE BERKRE
AR R & EEFEMETA R R R KA
FRE -AEEREZEMBERRER
RBEBERENE  ENERRSESL
BAUBERAREEBANTISER
ZHEMET BEEREEMNZE
SR ZEMAERAEEBETEEH
ReELEN RAERRBRAS
EEBAL 2 AU R FRIA B AR o

For the year ended 31st December, 2007

The recoverable amount of the CGU has been
determined based on a value in use calculation.
That calculation uses cash flow projections based
on financial budget approved by management
covering a one-year period and discount rate
of 25%. Management estimates discount rate
using risk-free rate, equity risk premium, inflation
rate and the risks specific to the CGU. Other key
assumption for the value in use calculation is the
budgeted gross margin, which is determined based
on the CGU'’s past performance and management’s
expectations of the market development.
Management believes that any reasonably possible
change in any of these assumptions would not
cause the aggregate carrying amount of the CGU
to exceed the aggregate recoverable amount of the
CGU.

AHEERERTRE Available-for-sale investments comprise:
—EBLFE _—TITREF
2007 2006
FTEx FET
HK$'000 HK$'000
FEEMEE Unlisted investments:
— R ERETE (Wita) — Investment savings plan (note a) 8,532 -
—BABRRINZKRE - Investment outside Hong Kong
(HiEb) 1,924 _
10,456 -



EAERE

LB 2 BREE ¢

rw@i
& my
o

o1

N~

FLETRERESBERERN
BEEEEEES iﬂéﬁ%i@Zaﬁ
EitEl - ZREEME A -MEEL
MRBER B AR ET -
FHI29% - MRHAR I R3AMEA -
REBETERD & TR IEH/R
HHRW I ATEETHEA - B
ZHFATERREEE QB
EEEBRESZTENE -

BERRIZIELTHREENTE
ABEEMZERE - ZRETINE
HERARKARERMETE - AR
REEFHRRERFE A 5
FTERA-

NH

THE+-A=

Notes:

Deferred consideration

reporting purposes:

Current assets

Non-current assets

T—BLEFE

The unlisted investment savings plan represents
an investment in a savings plan whose returns are
linked to a portfolio of marketable international
funds. The savings plan was issued by a subsidiary
of a group of insurance companies listed in the
USA and has a term of 29 years with an initial
contribution period of 34 months. The Group
intends to make contribution at least for initial
contribution period and hold the plan until
maturity. They are measured at their estimated fair
value based on the market value of the underlying
marketable international funds at each balance
sheet date.

The unlisted investment outside Hong Kong
represents an investment in an education unit in
the PRC. The investment is measured at cost less
impairment at each balance sheet date as the
directors of the Company are of the opinion that
its fair value cannot be measured reliably.

—EELHF —EETRF

Carrying amount anlaysed for

2007 2006
TER TET
HK$’000 HK$'000
4,991 14,972
4,991 9,981

- 4,991

4,991 14,972
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R-ZTETRF+-_A+HB  £&
B & H 4 3togo Globalcom Limited
([3togol) " " KR EBRELHS
Kz AR EBEKARME
B2l EERETELSE
=% HR{EAK29,112,0008 L' E
2,911,200 T AR & =
26,200,800/ LBl B B & A AL s &
IHBYFEEIMN BERERZ
TTRFT-A=+—RAZHEMRMET
#)/25,452,0008 L TR FIEE
i B ERBAEITEZRKRER

ERERFEMNES%TE -

For the year ended 31st December, 2007

On 15th December, 2005, the Group disposed of its
entire indirect equity interest in 3togo Globalcom
Limited (”3togo”), a company incorporated
in the British Virgin Islands and is principally
engaged in the provision of telecommunication
services, to an independent third party, for a
consideration of HK$29,112,000, of which an
amount of HK$2,911,200 was settled in cash
and HK$26,200,800 is to be repaid in five equal
half-yearly instalments starting from the date
of disposal. The present value of the deferred
consideration at 31st December, 2005 is estimated
at approximately HK$25,452,000, based on
discounting the estimated future cash flows at the
effective interest rate of 5% per annum at the date

of signing the sales and purchase agreement.
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HE-_ZTT+HF+-A=1+—HILFE

Fixed-rate loans receivable

Variable-rate loans receivable

Analysed as:

Current

Non-current

Rk kEE

For the year ended 31st December, 2007

S35
2007
TR
HK$°000

79,842
5,315

85,157

85,157

85,157

[l
Al
Al
~
- |’
_m

2006
THET
HK$'000

56,310
15,371

71,681

15,371
56,310

71,681

The exposure of the Group’s loans receivable to

credit risk and their contractual maturity dates are

as follows:

Fixed-rate loans receivable:
Within one year
In more than two years but
not more than five years
Variable-rate loans receivable:

Within one year

—RTLF
2007
TR
HK$’000

79,842

5,315

85,157

56,310

15,371

71,681
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AEBERERT BEBEAE (ZRA
HFE) M

For the year ended 31st December, 2007

The range of effective interest rate (which are equal
to contractual interest rates) on the Group’s loans

receivable are as follows:

—EELHF TEERF
2007 2006

BB FE Effective interest rate:
Bl E BER Fixed-rate loans receivable 18%-20% 20%

FEUE BE R

RZZEZ+EF+_A=+—H K—
% 3 %2,500,0008 T (ZEZRF :
3,000,000/ 7T) 2 FEYFE B E R TI I
—IEMEZEEERERERIN B
| T B E RG] L E R & 1%
@ AEEEELENEMEFER
a0+ BRI B W B RRCB BRI 18 KA R A8
BEEX -

FR REPEBKERZERBHAZ
EENF-ARRZZTEENF+Z
A Bt - 56,310,000/ TR IBEH
DEBRPBERERLAEHERE

o

q%*

Variable-rate loans receivable

prime rate plus prime rate plus

SEEREM SEEFEM
1.5% 1.5%-2%

As at 31st December, 2007, except for one
variable-rate loan receivable of HK$2,500,000
(2006: HK$3,000,000) that is secured by legal
charge on a property, no other collateral agreement
has been entered into in respect of the remaining
loans receivable. The Group has no right to sell or
repledge the collateral until the borrower defaults
the settlement of loans receivable when it is falling

due.

During the year, the repayment date of the long-
term loans receivable was changed from January
2009 to December 2008 and thus, an amount of
HK$56,310,000 was reclassified from long-term

loans receivable to short-term loans receivable.



BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

—EBBLFE _—TITREF
2007 2006
FTHEx FET
HK$'000 HK$'000
R Raw materials 67,994 45,991
&M Work in progress 17,269 3,034
B8 R m Trading inventories and

finished goods 9,160 5,516
94,423 54,541
—BFREF ZTTNF
2007 2006
FER FET
HK$'000 HK$'000
FEUE 5 BR 3K Trade receivables 516,562 369,821
BE  EEREE Less: allowance for doubtful debts (4,633) (1,700)
511,929 368,121

HmEWARR 519 Other receivable, deposits
AN and prepayments 67,094 40,043
579,023 408,164
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AEBGTEESEF 2RERTY
308 E0HTE - LN ARHREH
ZEWE SRFINBEREEEZ 2K

BT

60H X Within 60 days
—90H Within 61 — 90 days

90H M+ More than 90 days
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ﬁ%JW*F%E% ERIEN T 10%
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FTE °
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BEEFERFIHEREERTPE
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o EWESERRF  B61%
TRF 85%) BEARBHAMMERES
ERERFPERINERLE -

—7

AEBREWE SRR BIERER
{8 /202,535 000/5713(— ZENF
54,211,000/ 7o) &Y FE YL IB + 7O 3R

SHRCEE  EXREE W RELR
BEEREE AKETELZFER

BETMIKTR ZERKRRO TS
Rk B348H (ZEZRF 1 47H) ©

For the year ended 31st December, 2007

The Group allows an average credit period of 30 to
90 days to its trade customers. The following is an
aged analysis of trade receivables net of allowance
for doubtful debts at the reporting date:

—B2tE ZTTRHF
2007 2006
FTER THET
HK$’000 HK$'000
284,101 233,883
27,484 50,514
200,344 83,724
511,929 368,121

No interest is charged on trade receivables which
are within the credit period. Thereafter, interest is
charged at fixed rate ranging from 10% to 15%
per annum (2006: nil) or variable rate at prime rate
plus 10% per annum on the outstanding trade
balance.

Before accepting any new customer, the Group
uses an internal credit assessment process to
assess the potential customer’s credit quality and
defines credit limits by customer. Limits attributed
to customers are reviewed by the management
regularly. 61% (2006: 85%) of the trade receivables
that are neither past due nor impaired have good

repayment history in prior years.

Included in the Group’s trade receivables balances
are debtors with aggregate carrying amount of
HK$202,535,000 (2006: HK$54,211,000) which are
past due at the reporting date for which the Group
has not provided for impairment loss. The Group
does not hold any collateral over these balances.
The average age of these receivables is 348 days
(2006: 47 days).



BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

—BELF —EERF
2007 2006
FHET TETT
HK$’000 HK$’000
61-90H 61-90 days 6,864 5,786
908 KA E More than 90 days 195,671 48,425
202,535 54,211
160 2R O fE R (B A FE UG FIE B B R The trade debtors that were past due but not
EERTABLR I ERRE - TEEMN impaired related to customers that have good track
E o mREERRTES A SS - B records with the Group. Management believes that
= pamE Tk a8 A T 2 B E] - H no impairment allowance is necessary in respect of
BEGA R R - P these balances as there has not been a significant
B 15 U A R AR SR o change in credit quality and the balances are still
considered fully recoverable. A substantial amount
of which has been received after the balance sheet
date.
—BELF —EERE
2007 2006
FERT FET
HK$’'000 HK$'000
FHEEER Balance at beginning of the year 1,700 385
FEW SR IE MR 2 R EE B Impairment losses recognised
on receivables 2,933 1,315
FIREERR Balance at end of the year 4,633 1,700
2 AR 55 492,933,000 T B EIR D Included in the allowance for doubtful debts
HITERYEMBRE 2 @R A RE amounted to approximately HK$2,933,000 are
B EWER o individually impaired trade receivables which has

been placed under liquidation and has financial
difficulties.
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AEBETIOERR 2 BREHTHH
30HZEI0HT % - BV ERRE S
BRAREMERERBEREKE SR
FAEFR24,049,0008 L (Z BT NF -
47,123,000 7T) - B A4 2 R
AT

60H X Within 60 days
More than 90 days

90H A E

i fR 491,811,000 0 (2%
7N 11,795,000 ) REE A B &

HY - B RS B0 R R B B 18
oo REBWARMZSEBRITAEM
EHE ZERBERZ FHERE A
90R (=TT /R : 90R) °

o

FE U > BR% R H tb BR X 491,880,000
BIL(ZEENF 2,367,000 70)
AEEE QR IRERES -

m:ggtiJr:ﬂEJr—EZﬁf’E
EERERENREB LT 2RAE
(:77§\ﬁ¢ ) o

For the year ended 31st December, 2007

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 trade receivables balance of
HK$24,049,000 (2006: HK$47,123,000), and the

aged analysis of this balance is as follows:

—BRtE CZTTRF
2007 2006
TRERT TAET
HK$'000 HK$'000
22,238 45,328
1,811 1,795
24,049 47,123

Included in the above balances of approximately
HK$1,811,000 (2006: HK$1,795,000) which were
past due at the reporting date for which the Group
has not provided for impairment loss. The Group
does not hold any collateral over these balances.
The average age of these receivables is 90 days
(2006: 90 days).

The other receivables due from minority shareholders
amounted to approximately HK$1,880,000 (2006:
HK$2,367,000) are unsecured, interest-free and

repayable on demand.

Held-for-trading investments as at 31st December,
2007 represent equity securities listed in Hong
Kong (2006: Nil).



BE-_ZTT+tHF+_-_A=+—HBIFE For the year ended 31st December, 2007

RITEREREBREASEMMBEEZ Bank balances and cash comprise cash and short-
RekRREINHBR=FEAKUTZ term bank deposits with an original maturity of
MERITER BRI EBR R EHRTT three months or less held by the Group. Bank
TFRDEN F0.00%%E2.75% (= F balances and short-term bank deposits carry
TRF 1 0.72%F4.86% ) 2 % F interest at market rates ranging from 0.00% to
KB o 2.75% (2006: 0.72% to 4.86%) per annum.

g

&

g 5 K& H e BR R B FEE R Included within trade and other payables

5 BE 3 /5295,005,0008 0 (=& are trade payables of HK$295,005,000

7N 141,840,000 L) REENE (2006: HK$141,840,000) and bills payable of

$#39,265,000 L (ZE T XN F : HK$39,265,000 (2006: HK$37,849,000), the aged
52

Al

37,849,000 7t) - HHEE 2 BREE DT analysis of which is as follows:
U
—E2ELE ZETERF
2007 2006
FERT FAET
HK$'000 HK$'000
60HIA Within 60 days 269,598 149,635
61—90H Within 61 — 90 days 56,966 707
90H M k£ More than 90 days 7,706 29,347
334,270 179,689
BB RFIALASEERT  RET The amount due to a minority shareholder was
FHE6.436%1 B - W F AT unsecured, bearing fixed-rate interest at 6.436%
BE - per annum and was fully repaid during the year.
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HE R

BEMA
iR

FEfEERREE
—FAHBANHEE

—F L ETBBME

MEA L BNERTF

B — F AR B
ik RN

For the year ended 31st December, 2007

Bank loans

Trust receipt loans

Other loans

Secured

Unsecured

Carrying amount repayable:
On demand or within one year
More than one year, but not
exceeding two years
More than two years but not

more than five years

Less: Amounts due within
one year shown under

current liabilities

Amounts due after one year

—gELF
2007
T
HK$’000

234,927
195,944

430,871

430,871

64,144
366,727

430,871

313,071

33,467

84,333

430,871

(313,071)

117,800

A
Al

TAF
2006
T

HK$'000

180,832
288,978

469,810
14,788

484,598

60,500
424,098

484,598

426,598

58,000

484,598

(426,598)

58,000



£ % 4952,384,0007% 7T (=
ZER E 138,832,000/ 7T) AR —
FAEBEZEEGBH UERZEE
+tF+_A=+—B8NT54%%E58%
ZEBRFREGFB(ZTEENF:49%
E71%) °

N AEBAZERTEREE
182,543,000 T (ZEZ X F -
42,000,000 7T) * RHAE A RIRT
REZHEARBERIZ90%F XL E
BIRITRIZEREM0.9%E1.3%ATE
RZTEZ+LF+—A=+—H BKE
FRENFL4I9%ETN% (ZFEER
F:51%%6.4%) - MERFGAEF
B -

EERBEER—MREBHILERBH
BEFANEAREE  RBTMISHE
R ERBBEERZ FHERER
KA BAI3%NE59% (ZZETRNF
49%%FE55%) °

RIEEXE+-_A=+—BZEM
ERAEER  BREEFFE5.022%
SRR FNBEHER -

NH
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Bank loans included fixed-rate borrowings
repayable within one year of approximately
HK$52,384,000 (2006: HK$138,832,000) which
carry effective interest rates ranging from 5.4% to
5.8% (2006: 4.9% to 7.1%) per annum as at 31st
December, 2007.

In addition, the Group has variable-rate bank
loans borrowings of HK$182,543,000 (2006:
HK$42,000,000), which carry interest at 90% of
the interest rate prescribed by the People’s Bank of
China for the applicable loan period or HIBOR plus
0.9% to 1.3% and the effective interest rates are
ranging from 4.9% to 7.1% (2006: 5.1% to 6.4%)
per annum as at 31st December, 2007. Interest

rates are repriced monthly.

Trust receipt loans were normally repayable within
six months from the date the loans were raised and
carried prevailing market interest rate. The average
effective interest rate on trust receipt loans is
approximately 4.3% to 5.9% (2006: 4.9% to 5.5%)

per annum.

The other loans as at 31st December, 2006 were
unsecured, carried fixed interest at 5.022% per

annum and were fully repaid during the year.
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HE_TZ+F+-A=+—HIEFE For the year ended 31st December, 2007

UWTAEBAZTERLEHRIEEENR The followings are the major deferred tax liabilities
BE UERRFEFRTEZ#E and assets recognised and movements thereon

during the current and prior years:

ERE m&
REREER BERE BEER Het Hg
Revaluation

of property,  Accelerated

plant and tax Tax
equipment  depreciation losses Others Total
T Tin T TR T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZE E-A—H At 1st January, 2006 11,023 13,327 (3,070) 425 21,705
FRRGEE YA (Credit) charge to the consolidated
(GtA) 0k income statement for the year - (2,625) 332 1,860 (433)
R-TERE At 31t December, 2006
+-A=t-H 11,023 10,702 (2,738) 2,285 21,272
ERRER YA Charge (credit) to the consolidated
n& GA) income statement for the year 23 3,734 699 (79) 4377
ERRRENR Charge to equity for the year 4,033 - - - 4,033
RZZZLE At 31st December, 2007
+-A=t-H 15,079 14,436 (2,039) 2,206 29,682
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MEEBBERZEVNNMNE  BETEE For the purposes of balance sheet presentation,
HRELEERBBDEYE - UTAE certain deferred tax assets and liabilities have been
PHERRABR 2 RERIBE R DT offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

—EELF T RF

2007 2006

THET FHET

HK$'000 HK$'000

EERIBEE Deferred tax liabilities 30,469 21,272
EEBIREE Deferred tax assets (787) -

29,682 21,272
R-_BEELE+-_A=+—H0" K At 31st December, 2007, the Group has unused tax
SB 2 REAMIERE /27,376,000 losses of HK$27,376,000 (2006: HK$21,097,000)
BT (ZZEZERNE :21,097,000%8 available for offset against future profits. A
o) A FREH AR HETF) c IETER deferred tax asset amounting to HK$2,039,000
T8 & E2,039,0008 L (ZEENF - (2006: HK$2,738,000) has been recognised in
2,738,000 L) O A B E respect HK$25,102,000 (2006: HK$18,190,000)
E51825,102,0008 L (ZE T K F : of such losses. No deferred tax asset has been
18,190,000/ jT) i {E i R - AR recognised in respect of the remaining tax losses of
REETEB REEN  BRARBTH HK$2,274,000 (2006: HK$2,907,000) due to the
15 182,274,000 L (ZEE~F - unpredictability of future profit streams. Tax losses

2,907,000/ 7C) BRELEHRIEEE - may be carried forward indefinitely.

MEEEAERREE -
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BREEC.10ETZ AR

BEEITRET
RZEERF—H—H
MZTETARF
+-A=+—H
EEAEPSERETan)

RZEZE+F+-_A=1+—H

For the year ended 31st December, 2007

::&vig: - §E|
Number of

shares

Ordinary shares of HK$0.10 each

Authorised:

At 1st January, 2006,
31st December, 2006
and 2007 1,000,000,000

Issued and fully paid:

At 1st January, 2006 and

31st December, 2006

267,693,600
Shares repurchased and cancelled (6,240,000)
At 31st December, 2007 261,453,600

&8
Amounts

TAT
HK$'000

100,000

26,769
(624)

26,145
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FAR-ARARERERED R
6,240,000k & A E H0.10/# T 2 &
AR - 2R B 516,458,480/ 7T (A
T) ZEBEZRMHEBIGETH -
EERMZEBEDHI AL ARNEE
#HH o MEREERBEMNFPIZAM -

BE A5
Month of

repurchase

August 2007
—EE+F)\A
September 2007
—EELFNA
October 2007
—ZTT+EFE+A

Gl

Eo Y TN

R

BREK0.1058 7T
ZEBRHAE

Number of ordinary
shares of HK$0.10 each

110,000

5,050,000

1,080,000

REFRN BELCARATZHEA
B HER@EAAAAT S

During the year, the Company repurchased on the
Stock Exchange a total of 6,240,000 ordinary shares
of HK$0.10 each at an aggregate consideration
of HK$16,458,480 as follows and all of these
shares were subsequently cancelled. The nominal
value of the cancelled shares was credited to the
capital redemption reserve and the aggregate

consideration was paid out of the retained profits.

R E EfNRARE
Aggregate
Price per share consideration paid
RS RiE
Highest Lowest
BT BT FET
HK$ HK$ HK$'000
2.50 2.20 248,720
2.72 2.60 13,390,960
2.61 2.61 2,818,800

None of the Company’s subsidiaries purchased, sold
or redeemed any of the Company’s listed securities

during the year.
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BERARTDR_FTZT_FRATH
BRITZBRAFKRE  NRBERMN
B8 ([%EH8))  ZeEtdl 2
TZEMNRFESEERAKEMN
EZz BERMAR FRHE 2R - X KR =
E-_FhAtTMEERER - RIEZF
g EEZeURMARAMEESR (B
B ERITES) RAKEIA2
B RBEES UREFSTRRE
FAEERAIEHAREZ#RNER
FHER 2 2 EER T BAE -
AREEARBIRA

RIEBZ A &R 2 BRI R 2 K
MBE - THREBEARATRD BT
B1p 2 10% ° B FEAEA Z B
ARBEZROEE  THEBEAKRAT
EREETRAZI% -

ERTZEREVENKE B LR
30R R BB NSHER
BIBTT-BREATRELARER
H B #+F Rz A BE R E R
TE-REBEARLERERS EF¢
ARBRETENRITERE - 1TEE
TELRTIN=FZh&ESE - (MK
BB AR R B A B X P 2 T
B (iR ERER L B A E
R BHEBRZFHRTE - Kiii)
Peth mEE -

For the year ended 31st December, 2007

The Company's share option scheme (the
“Scheme”) was adopted pursuant to the annual
general meeting of the Company held on 15th
May, 2002 for the primary purpose of providing
incentives to selected participants for their
contribution to the Group, and will expire on 14th
May, 2012. Under the Scheme, the Board may grant
options to all directors of the Company (including
independent non-executive directors) and any full-
time/part time employees of the Group, and any
participants from time to time determined by the
Board as having contributed or may contribute
to the development and growth of the Group to

subscribe shares in the Company.

The total number of shares in respect of which
options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the
Company in issue at any point in time. The number
of shares in respect of which options may be
granted to any individual is not permitted to exceed
1% of the issued share capital of the Company for

the time being.

Options granted must be taken up within 30 days
from the date of grant, upon payment of HK$1 per
each grant of option(s). Options may be exercised
at any time from the date of grant to the 10th
anniversary of the date of grant. In each grant of
options, the Board may at its discretion determine
the specific exercise period and exercise price. The
exercise price shall not be less than the highest of
(i) the closing price of shares on the Stock Exchange
on the date of the offer of grant; (ii) the average
closing price of shares on the Stock Exchange for
the five trading days immediately preceding the
date of the offer of grant; and (iii) the nominal

value of the shares.
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Details of the share options granted under the
Scheme to directors of the Company and certain
employees of the Group under the Scheme during

the year and movements in such holding during the

For the year ended 31st December, 2007

ReAH BRENDE

Date of grant Vesting period

EZ “55LF ZERLENAC-tTN\RE
NBZt/H “EEAF-A-t4EH

Directors 28th August, 28th August, 2007 to
2007 27th February, 2009

8 “55tF ZERREENACT/\RE
NAZTAR “REAECACTHR

Employees 28th August, 28th August, 2007 to
2007 27th February, 2009

year are as follows:

ZAEEERMNAREEZE_TERF
+tZA=+—8 TERLTAER
-AFERN R-_ZTZTLEFENA
=+ /\ B # %2,200,00017 f& B% # °
—EEFNAZFTNANBERRARED
ZRmEAEER23BTT -ERLEZ
FEARHE 2 (5T A {ER566,457 87T ©

AEER HEBEEETE FH
KRR

RoBBLE RZB2LE
gk -A-H tZAZt-H
rERE  TRE HATE  FRERH HALTE
Exercise  Outstanding Granted  Outstanding
price per as at 1st during as at 31st
Exercisable period share  January, 2007 the year December, 2007
BN
HKD
“ERNECACTNRE 2673 - 1,500,000 1,500,000
ZEENENAZTER
28th February, 2009 to
27th August, 2009
“EENFCAZTN\BE 2673 - 700,000 700,000
ZEENENAZTLR
28th February, 2009 to
27th August, 2009
- 2,200,000 2,200,000

No option had been granted under the Scheme
as at 31st December, 2006. During the year,
2,200,000 options were granted on 28th August,
2007. The closing price of the shares of the
Company on 28th August, 2007 was HK$2.31
per share. The estimated fair value of the options
granted is HK$566,457.

No share option were exercised, cancelled or lapsed

during the year.

Annual Report 2007 1 31



132

S

TEEAFT A=t -HLEFE

BERAFEDER -BAEEBEAF
B ZBRARKZHAZEROT

mEEFEHRE 23187
1TEME 26738 T
TEHA R 18 31.90%
T8 BR EA PR 2%
1 3 B 2 4.036%
TEHIZE R X 5.33%

BEHRBILDREARBBRERBER
FHZRBERE - ZBEA 2 AR
EREBEEEER A ERME  AJ17{E
RHR1TRERZ&EMRFTMBE

HE_TT+FF+_A=T+—HILF
B AEBERARAR L 2 BRE
WRBF X 4126,0008 L (ZFEE X
Fm) o

ERMz - EATERYE RS
WRE 2 ATE B R EHRE
AFEARA 2SS R BRI REE
%27 Bt - B2 BETRE
ETERBRZERTRAME

For the year ended 31st December, 2007

These fair value is calculated using the Binomial

model. The inputs into the model are as follows:

Weighted average share price HK$2.31
Exercise price HK$2.673
Expected volatility 31.90%
Expected life 2 years
Risk-free rate 4.036%
Expected dividend yield 5.33%

Expected volatility was determined by using
the historical volatility of the Company’s share
price over the past five years. The expected life
used in the model has been adjusted, based on
management’s best estimate, for the effects of
non-transferability, exercisable restrictions and

behavioural considerations.

The Group recognised the total expense of
approximately HK$126,000 for the year ended 31st
December, 2007 (2006: Nil) in relation to share
options granted by the Company.

The Binomial model has been used to estimate
the fair value of the options. The variables and
assumptions used in computing the fair value
of the share options are based on the directors’
best estimate. The value of an option varies
with different variables of certain subjective

assumptions.
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BRFEDEE-NANFETEE
BERER BB LR BN
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BEARBOFEBIHENARBEER K
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The enterprise expansion fund and reserve fund are
set up by subsidiaries established and operated in
the PRC by way of appropriation from the profit
after taxation in accordance with the relevant
laws and regulations in the PRC. Pursuant to the
“Accounting Regulations of the People’s Republic
of China for Enterprises with Foreign Investment”,
if approvals are obtained from the relevant
government authorities, the enterprise expansion
fund can be used to increase the capital of the
relevant PRC subsidiaries and the reserve fund can
be used in setting off deficit or to increase the

capital of the relevant PRC subsidiaries.

Other reserve represents the amount of enterprise
expansion fund capitalised by the relevant PRC

subsidiaries.

Capital reserve represents the difference between
the nominal value of the shares of the acquired
subsidiaries and the nominal value of the
Company’s shares issued for the acquisition at the

time of the group reorganisation in 1998.

Capital redemption reserve arises from the
reduction of the nominal value of the issued share
capital of the Company upon the cancellation of

the repurchased shares.

On 1st March, 2007, the Group acquired a 61.5%
equity interest in MiniLogic Device Corporation
Limited whose principal activity is the design,
development, production and sales of integrated
circuits, for a consideration of approximately
HK$4,285,000. The acquisition has been accounted

for using the purchase method.

Annual Report 2007 1 33

For the year ended 31st December, 2007



HE-_ZT+E+-HA=1+—HILFE For the year ended 31st December, 2007

34. WEE—XMWBAT (&) 34. ACQUISITION OF A SUBSIDIARY
(continued)
REFWEZEEFEREEZEE The net assets acquired in the transactions, and the
U goodwill arising, are as follows:
REER
A¥E
Carrying
amounts
and
fair values
FAT
HK$'000
FriiE - BEFE Net assets acquired:
ME - BB K& Property, plant and equipment 1,878
=& Inventories 3,025
FEUR B B8R Tk I B Ath FEUR BR 51 Trade and other receivables 1,776
IRITEBRRIAS Bank balances and cash 216
BN E SRR EAEMIRR Trade and other payables (3,930)
RITER Bank loans (233)
2,732
LHRRE Minority interests (1,052)
mE (KiE18) Goodwill (note 18) 2,605
4,285
NRES Tz RrRE Total consideration satisfied
by cash 4,285
WHEFMEERE 2 Net cash outflow arising
R on acquisition:
BENEERE Cash consideration paid 4,285
BAZReRASEED Cash and equivalents acquired (216)
4,069

—— 134 KITH HOLDINGS LIMITED
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ERRWEBREAZE A M - Mal
SR ARAREANEBRA KGNS
7l & Bt 4916,717,0005% JT }223,000
BT e

WERMELEZHERERAKEERN
MGHEEMZBERANEN AR
B RIEEE L ZHRBE -

WEBEBRN —_TTLF—A—B =K -
A AEBHEE-_TTLF+ A
=+ —BIEFEZHBRA RGNS
B8 3,343,000 7T 12 45,000 7T °
BEERDEHRSE MARLERT
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MiniLogic Device Corporation Limited contributed
approximately HK$16,717,000 and HK$223,000 to
the Group's revenue and profit for the year ended
31st December, 2007, respectively, between the

date of acquisition and the balance sheet date.

The goodwill arising on the acquisition is
attributable to the anticipated profitability of the
sales of the Group’s products in the new markets
and the anticipated future operating synergies from

the combination.

Had the acquisitions been completed on 1st
January, 2007, total revenue and profit for the
year ended 31st December, 2007 would have
been increased by HK$3,343,000 and HK$45,000,
respectively. The pro-forma information is for
illustrative purposes only and is not necessarily an
indication of the revenue and results of operations
of the Group that actually would have been
achieved had the acquisition been completed on 1st
January, 2007, nor is it intended to be a projection

of future results.

Note: The carrying amounts of net assets of MiniLogic
Device Corporation Limited acquired before
business combination approximate to their fair
value.
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FRREBELEHERBATHAHE
27 HIEHEEREL E428,0008 7T
(ZZTZT /N 492,00087T) ©

REER  AEERUTHEERZ
NABUBE & HOBAEINN 2 RE
REBEEREWT

For the year ended 31st December, 2007

Minimum lease payments paid under operating
leases in respect of office premises during the year
amounted to approximately HK$428,000 (2006:
HK$492,000).

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall

due as follows:

—RTLE TIAF

2007 2006

FTEx FHT

HK$'000 HK$'000

—F A Within one year 1,464 492
FEEERF@BEEHREME) In the second to fifth years inclusive 2,703 1,619
BeAF Over five years 1,817 2,100
5,984 4,211

EHEHEARERESETHA
= HEMNEE B NEERE
R2FEEISFETE HEHB zEE

T o

IS

RERNTBRRZBE & #EHE e W
A#) 51,086,000 L (ZEENF
1,086,000 L) - MiFE RSN &EE
HE TS -

R-ZEEXE+-RA=+—H £&
B A &K 4 U A136,000% 7T ° &
1R A0 49 A F8 A 52 B BEAR B8 1S AT BUH
AL 2 R E RS m e 2 A
T RETARHEEHOBNEER
Bzt —FREmn (22T F &) -

Operating lease payments represent rentals payable
by the Group for certain of its office premises.
Leases are negotiated for a term ranged from 2
years to 15 years and rentals are fixed throughout
the lease period.

Plant and machinery rental income earned during
the year was approximately HK$1,086,000 (2006:
HK$1,086,000). The plant and machinery were

disposed of at the balance sheet date.

At 31st December, 2006, the Group had minimum
lease receipts of HK$136,000, which represent
rentals receivable by the Group for their plant and
machinery under non-cancellable operating leases
which fall due within one year of the balance sheet
date (2007: Nil).
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—®FLE IR

2007 2006
THERT FHET
HK$'000 HK$'000
WM  HERRBZ Capital expenditure in respect of
BEARMRAZ  BEI0OE the acquisition of property,
RIERE IR B B E plant and equipment contracted
but not provided in the
consolidated financial statements 684 3,460

—RFLE -TEIA

BB A SR E &N Commitment for future aggregate
ZRERE minimum premium payments under

savings plan in respect of

Available-for-sales Investments

—F R Within one year
F_F In the second year

R-EE+F+-_A=+—H K&
BREEA £ /454,522,000 70 (=
TERNF AEBWME HBERH
%121,423,0008 L) 2 /5 TWEKRTE
NHAENKERFTFRT  EALRE
EFERITEE ZRE -

AEECRAERERZBEREREER
BE-ERHEXESE - X582
BEFBRRNERAZES 2ES  HA
SEZEENRATE - ZitElmAS%
ErEEBREAFEEASMHAS%

2007 2006
FTER THET
HK$’000 HK$'000
6,240 -
5,200 -
11,440 -

As at 31st December, 2007, certain of the
Group’s buildings and prepaid lease payments
with an aggregate carrying value amounting to
HK$54,522,000 (2006: the Group's property, plant
and equipment of HK$121,423,000) were pledged
to banks for banking facilities granted to the
Group.

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from
those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant
payroll costs to the scheme, which contribution is
matched by employees.
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FFBEGEEB 2B RARAEZM
—EBRBE T RTKEETE 2R
HEURIKETE - WAKEE ZERT
©220%E23% % - WA BIRKET
SR REBBBEARBREZE
TEAELFEHER -

REER  WEREEDZHIEHK
AR R KR M EH 8l A BAIEA R E
FERRF R EBHERZ LUK -

AEBEFNEBEATETZRS
m

BEATER

Name of related parties

EmamBETmMEE (i)
Finance Bureau of Zhaotong

City, Yunnan Province (note)

Wi EREBBTHRBRINEABA
EEERARAR(EMMEAE
EEEDZEEEN -ZEHHAE
EEERHEARFNBARAZ
30% A HE -

For the year ended 31st December, 2007

The subsidiaries operating in the PRC are required
to participate in a defined contribution retirement
scheme organised by relevant local government
authorities and contribute to the retirement scheme
at rates ranging from 20% to 23% of the basic
salaries of their employees. The only contribution
of the Group with respect to the retirement benefit
plan is to make the specified contributions.

At the balance sheet date, there were no forfeited
contributions in respect of employees leaving
the retirement benefits scheme before they were
fully vested in the contributions and which were
available to reduce the contributions payable by the

Group in future years.

During the year, the Group had transactions with

related parties as follows:

—EELHF ZEERF

Nature of transaction 2007 2006
FHET FAT

HK$'000 HK$'000

AEBEENZHES 100 100

Rentals paid by the Group

Note: Finance Bureau of Zhaotong City, Yunnan
Province, is the supervisory unit of Yunnan
Zhaotong Stated-owned Asset Administration
Company Limited (“YZSAACL"). YZSAACL holds
a 30% equity interest in a subsidiary of the
Company.
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FR - EFNTEEEEB2EMKE The remuneration of directors and other members
FHENES T of key management during the year was as follows:
—EEEF  ZTERF
2007 2006
FERT FET
HK$°000 HK$'000
HHIEA Short-term benefits 3,516 3,432
RBERET Post-employment benefits 36 79
ARG 1D B E R 2 A X Share-based payment expenses 86 -
3,638 3,511
BEENFTETBRABZEHEMNETINE The remuneration of directors and key executives is
EEgRERMBEMNALTZRERTISSB determined by the remuneration committee having
BMEE ° regard to the performance of individuals and

market trends.
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ARARRESHEEBCEEABRME The summarised balance sheet of the Company at

(N each of the balance sheet dates is as follows:

—EFRtFE —FTARHF

2007 2006
FET TAETT
HK$'000 HK$'000
BE Assets
RB AR ZIRE Investments in subsidiaries 44,088 44,088
JFE U B B A B FIE Amounts due from subsidiaries 221,471 180,765
HmElHE  FTek Other receivables, deposits
TE IR and prepayments 1,210 784
WITHBR LIRS Bank balances and cash 300 719
267,069 226,356
a1& Liabilities
H b &~ 5B Other payables 1,129 1,120
FEAST BT /B A R ZRIB Amounts due to subsidiaries 128,763 69,516
129,892 70,636
137,177 155,720
BRI E Capital and Reserves
N Share capital 26,145 26,769
1 (Hat) Reserves (note) 111,032 128,951
137,177 155,720

140



iy
‘HH

|
A
A4

Hrat

RZTERE-A-H At 1st January, 2006
TEERT Profit for the year
EffRE Dividends paid

RZZZRE+-A=1+—H At 31st December, 2006

REFRR Profit for the year

ERRE Dividends paid

BE R ERG Shares repurchased and
cancelled

BERG AR Premium of repurchase

of shares
BALRALEE AR AER
pANE S

share-based payments

WZEE+H+-A=1+—H At 31st December, 2007

KRAaE 2 BH A TIEKith Limitedz
RAEREESNEARRIBAEEYZ
RERAQNGE-NMNNFETEE
BHAERREETEBAKEmMEITZA
NEIRDZEEME 2 Z5

REABRE-NAN-FREVER (K
ER]) RRARZEHBRKEAHD
PR TIRIN/N TET@JI ]
NEHERBERA 2 HIAE KR K
BEEHEADIK -

(@) WARFERIEKNEE R
EAEEINPRNZRE &
(b) MHWEEEZAZEREEIR

BE DBEITRARENL] fgi
BRZ KA -

Recognition of equity-settled

BRARERE
Capital
redemption
reserve
TR
HK$'000

624

624

THFE+-_A=T—HILFE

Note:
RORE  BHERS BRERE  REER by
Share
Share Contributed options Retained

premium surplus reserve profits Total
TR TER TER TER TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
90,049 29,509 - 6,048 125,606

- - - 21,973 27973

- - - (24,628  (24,628)

90,049 29,509 - 9,393 128,951

- - - 30,362 30,362

- - - (32,573)  (32573)

- - - (624) -
(15,834) - - - (15,834)
- - 126 - 126

74,215 29,509 126 6,558 111,032

The contributed surplus of the Company represents the
difference between the consolidated shareholders’ funds
of Kith Limited at the date on which it was acquired by
the Company, and the nominal amount of the Company’s
shares issued for the acquisition at the time of the group
reorganisation in 1998.

Under the Companies Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is
available for distribution. However, the Company cannot
declare or pay a dividend, or make a distribution out of
contributed surplus if:

(a) it is, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby be
less than the aggregate of its liabilities, its issued
share capital and share premium account.
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N-_EEA+ER_ZFTENE+_A Particulars of the principal subsidiaries of the
=+—H AXRAXEMBREIZAE Company at 31st December, 2007 and 2006 are as
BT follows:
BRAIRME
EREL/ LERRE
WEREEE BRI gRRE BRI/ ERRAEDL TEXH
Issued and fully
Place of paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities

ARA/
WEARME AREES
Held by the  Attributable

Company/ to the
subsidiaries Group
% %
RABERKNFERA hE 9,380,000% 7T 72 66 EIRIRREBRER
(Hit1)
Anhui Qiaofeng Package PRC US$9,380,000 Printing and manufacturing
Printing Co., Ltd. (note 1) of packaging products
REERXDRERAR E 2,500,000% 7 80 80 HRINHERKER
(Hit1)
Harbin Gaomei Printing PRC US$2,500,000 Printing and manufacturing
Company Limited (note 1) of packaging products
BREEARAA 0 4% 100 100 REHBRS
Kith Credit Limited Hong Kong HK$4 Provision of financial services
ERETERAA 'R 4ET 100 100 NHETER
Kith Electronics Limited Hong Kong HK$4 Distribution of electronic
products
BRREERAH BB 4ET 100 100 HHEEE
Kith OE Limited Hong Kong HK$4 Leasing of assets
ERERBRAA &R 48T 100 100 MEBRAREM KRS
Kith Resources Limited Hong Kong HK$4 Provision of financial services

to group companies
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Name of subsidiary

BREEERAR
Kith Supplies Limited

WABMBERRR (H:2)

MiniLogic Device
Corporation Limited
(note 2)

EHRRARIRERAR
(1)

Yunnan Qiaotong Package
Printing Co., Ltd. (note 1)

ERMEIVHEE
BEREMNA (H#3)
(note 3)

BBaFEVDAERAR
(Hit3)

Zhaotong Xingiao Printing
Co., Ltd. (note 3)

HE-_ZTT+HF+-A=1+—HILFE

AL/
B

Place of
incorporation/

registration

'R
Hong Kong

&R
Hong Kong

PRC

i
PRC

E

PRC

BRIRME
EARRA/
M RA

Issued and fully
paid ordinary
share capital/

registered capital

4T
HK$4

6,249,000/ 7T

HK$6,249,000

18,000,000 7

US$18,000,000

AK%7,500,0007C
RMB7,500,000

AR #6,200,0007T

RMB6,200,000

BRI/ ERRAEIL

Percentage of issued/

registered capital

AR7/
WELARME AEEEG
Held by the  Attributable
Company/ to the
subsidiaries Group
% %
100 100
63.7 63.7
60 60
60 36
100 60

For the year ended 31st December, 2007

IREH

Principal activities

PEAMER
Distribution of

miscellaneous products

EMERFT FE
EEREE

Design, developments,
production and sales of

integrated circuits

AR REERKER

Printing and manufacturing

of packaging products

AR R RERRER
Printing and manufacturing

of packaging products

AR R BERRER

Printing and manufacturing

of packaging products
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HEZTZ+F+-A=+—HIEFE For the year ended 31st December, 2007

AQREEEHAKth LimitedZ #25 ©
A EMERSBRAR A B
BE -

N

(M

o 8¢

FRFIG R E KL ZF I

S EF RS

) ZRABAEBAR_TELF=
W

A
w
w
p=1l3

N
™

AANMEKI 2BEREE

YRR\
‘D_\I

A EWE R R EFREFREFAE
A EMEEMIDATFEZERHES

EREINESRR/IBRELAKER
FEEEIBRNAKREFREEEF
EXBHNIARAMBAF - E=
BE - mEHN2HHERAZFHE
SEEBRITE -

The Company directly holds the interest in Kith
Limited. All other interests above are indirectly held

by the Company.

Notes:

(1) These companies are sino-foreign equity joint
ventures established in the PRC.

(2) The company is newly acquired by the Group in
March 2007.

(3) The company is a limited liability company
established in the PRC.

None of the subsidiaries had any debt securities
subsisting at the end of the year or at any time

during the year.

The above table lists the subsidiaries of the
Company which, in the opinion of the directors,
principally affected the results of the Group for
the year or formed a substantial portion of the net
assets of the Group at the end of the year. To give
details of all the subsidiaries would, in the opinion
of the directors, result in particular excessive

length.



C_ Krra HOLDINGS LIMITED
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Tel B5E : (852) 2544 8778
Fax B : (852) 2541 1008

Website #83E : www.kithholdings.com
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