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Different kinds of printing methods (such as gravure, offset, flexographic and screen printing) have different colour
management. As the colour appearance varies depending on thickness and overlapping colour of ink, colour printing sequences
and type of substrates, it is not easy to reproduce the exact same colours of the original design on packaging products. With
on-going innovation and development in colour management, Kith Holdings combines two to three printing methods and
integrates colour management for different printing methods, applies ink skillfully on its self-designed packaging products,
which successfully makes the colour just the same as the original design. Colour brightness also depends on varnish effects and
combination of various printing methods, Kith Holdings has extended colour-printing to the utmost possibility in order to further

enhance anti-counterfeit features of its products.
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In order to fulfill the packaging requirements in any size and specifications of popular consumer products on the market, Kith
Holdings makes use of the latest computerised die-cutting proofing machine for product design and sample making. Various
processes, including creasing, perforating and die-cutting for a package box of any size can be finished in few minutes. Just in
the stage of design, Kith Holdings can demonstrate the actual sizes of products to its customer, with the specifications same as

volume production later on.
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No matter where customers are, Kith Holdings can furnish design concept and 3-D images of products in animated format to
customers, and perform instant alternations of product design and effects by using of advanced computer software so as to
achieve customer’s satisfaction. Customers can view the design images of products in any shape on computer screens and also

understand the special effects of spot UV varnishing, foil-stamping or embossing.
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REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
1st Floor, Hing Lung Commercial Building

68 Bonham Strand East

Hong Kong

E-mail: info@kithholdings.com

BOARD OF DIRECTORS

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

COMPANY SECRETARY
Mr. Chan Tak On

JOINT AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants
Graham H.Y. Chan & Co.

Certified Public Accountants
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LEFI RSB S R1T - BAE DT KBC Bank N.V., Hong Kong Branch

BITRT (FB) AR A A Standard Chartered Bank (Hong Kong) Limited
—ZERRUHRTT > BEDTT Bank of Tokyo-Mitsubishi UFJ Limited, Hong Kong Branch
BREEER HONG KONG LEGAL ADVISER

BRI ERNTT Richards Butler

BRELEZER BERMUDA LEGAL ADVISER

Conyers Dill & Pearman Conyers Dill & Pearman
ERRODBFERLIE HONG KONG BRANCH SHARE REGISTRAR
FEERAHERADF Tricor Abacus Limited

BB 26th Floor, Tesbury Centre

2R KNBER285R 28 Queen’s Road East

SEEH L2618 Hong Kong

BREBFETHE BERMUDA PRINCIPAL REGISTRAR

The Bank of Bermuda Limited The Bank of Bermuda Limited

Bank of Bermuda Building Bank of Bermuda Building

6 Front Street 6 Front Street

Hamilton HM 11 Hamilton HM 11

Bermuda Bermuda

REEREBEBR INVESTOR & MEDIA RELATIONS

iPR Ogilvy Ltd. iPR Ogilvy Ltd.

B Units 2608-10, 26/F The Center
EREREFHINR 99 Queen’s Road Central

IR 26126082 10E Hong Kong

T ah ¢ (852) 2136 6185 Tel: (852) 2136 6185

55 :(852) 3170 6606 Fax: (852) 3170 6606

BEL : info.ipr@iprogilvy.com E-mail: info.ipr@iprogilvy.com
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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, 2008.

OPERATIONAL RESULTS

2008 will certainly be remembered as the year when
the global financial turmoil impacted the economies
worldwide and virtually all kinds of industries and
businesses. Caught in this business environment, the
Group is unavoidably adversely affected, especially in the
distribution business of consumer electronic products
in the latter part of the year. Despite this, the Board is
pleased to report that the Group managed to achieve a
profit attributable to equity holders of HK$37,951,000 in
2008, a decrease of 51.0% from HK$77,527,000 in 2007.
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Turnover maintained at a similar level as that in 2007
with a total of HK$1,551,041,000. The package printing

business was able to attain a steady growth.

The Group ceased distribution of marine fuel oil in 2008
as to focus its resources on the distribution of consumer
electronic products under the added-value supply chain

management model.

DIVIDENDS

The Company maintains a stable dividend policy. An
interim dividend of HK2.2 cents per share has been paid
for the six months ended 30th June, 2008. The Board
recommends the payment of a final dividend of HK5.1
cents per share for the year 2008, and it maintains the
same dividend payout ratio of approximately 50.0%.

BUSINESS OVERVIEW

Package Printing Division

Turnover from the package printing business for the
year ended 371st December, 2008 was HK$481,306,000,
representing an increase of 7.4% over the same period
of 2007. Gross profit margin decreased slightly from
28.5% to approximately 26.7% in 2008. The decrease in
gross profit margin was a result of the fierce competition

of package printing industry and the rising labour and

Annual Report 2008 > 7



FERE
Chairman’s Statement

BB N RFARE BENE 2 £ERIT
ARSI AN - NEE 2 EF RN 4
M26.7% 2 b2 K - BEERIZEB D AR
SE2ZLER REBEE-ZZENF+T=A
=T —HLEFE ZEBZENEERERE
MABFEAI64.2% °

BEBEKHNRNARKHR M 2 &0 E
o AP E R BT 2898% - HEAR
KB (THED ZEERDAEMERER - £
EREGREERN ZHFHBAR - A
HERAEEEIEZAECEMEMZEBRA
R B IERRBEERHEEIELE K
SEURAUEBRABRSA BRI -
o REBERERE RN ZTTILER
EHMBEREMRZ BRERIZER - #ULES
PRI REER MERBREKEE -T2
E on P A 2 BB R L S & R

8 < Kith Holdings Limited

materials costs. Despite the unfavourable business
environment, gross profit margin remained at a healthy
level of 26.7% as the Group strived to control its cost
through leveraging its bargaining power with suppliers
and developing more efficient production techniques.
Gross profit from the package printing business, which
remains the core business of the Group, accounted for
approximately 64.2% of the Group’s total gross profit for
the year ended 31st December, 2008.

Tobacco package printing was still the core product
line of the package printing division, which accounted
for 89.8% of the total turnover of the division. The
consolidation of the tobacco industry is still ongoing in the
People’s Republic of China (the "PRC"), which increased
competition among tobacco package manufacturers.
However, the Group is optimistic that orders will be
secured through adoption of its business model by joint
venturing with the local government as a strategic partner
in the Group’s major joint ventures. Furthermore, the
Group’s management is confident that, by entering into
package printing business for other premium quality
consumer products, the division will continue to grow and
the risk of focusing on printed packaging for single major

product will consequently be lowered.
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PRC’s domestic consumption market is one of the few
markets that was not affected as severely as the rest of the
economies in the world. Together with the large stimulus
package announced by the PRC government to boost
domestic consumption, the Board is confident that the
demand for high quality packaging products in the PRC
will continue to grow, though at a slower pace compared
to that of the previous years. 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 the production of consumer product
paper packaging in any colour, any shape and any size, as
well as the latest anti-counterfeit 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’s joint venture in Chuzhou City, Anhui Province
("JV") is now in production and has started to contribute
profit for the Group. In partnership with the local

Annual Report 2008 > 9
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H

government, the JV has actively approached potential
customers in different consumer product segments to
broaden its own customer base. This strategy was proved
to be successful and led to substantial orders from wine
producers, gradually reducing the Group’s reliance on
tobacco products. The management is confident that the
JV will continue to grow and will be one of the growth
drivers of the Group in the future.

Distribution Business

Turnover from the distribution business during the year
amounted to HK$1,066,187,000 representing a decrease
of 11.5% comparing to the corresponding period in
2007. The gross profit margin increased from 3.3% in
2007 to 6.4% in 2008. The change was mainly due to
the reduction in low contribution margin trading activities
related to marine fuel oil and focus on the distribution
of consumer electronic products. Because of this, the
percentage of total turnover from distribution of electronic
products, in particular, liquid crystal display television sets
and converter boxes, accounted for 62.0% of the turnover
from the distribution business.

The shifting of the distribution activities of electronic
components and products from low added-value simple
trading model to a higher contribution sophisticated

supply chain management model has been smooth and
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substantially completed. Under this model, the Group
will develop its own R&D team, line up with original
equipment manufacturers ("“OEM”), and establish its
distribution network in North America with objectives
to take up the management and control over the whole
supply chain and to serve its end customers directly. The
Group is poised to benefit from the worldwide trend
of the transition to digital broadcasting from analogue
broadcasting. The Group’s investment in the production
of the Advanced Television Systems Committee standards
("ATSC") converter box has been fruitful. The Group,
with the co-operation of several manufacturers in the PRC
and a strategic partner in the United States of America
("USA"), has begun to ship ATSC converter boxes in
June 2008 for selling in retail chain stores. Demand for
these products is still expected to be great in the first
half of 2009 as the USA government has sponsored the
USA households to purchase ATSC converter boxes. The
Group is also vying in the future consumer electronic
products, such as Blu-ray disc players and other audio
visual products, and has proceeded with R&D into these
products. The Group will proceed cautiously in the pursuit
of new products distribution in view of the uncertainty
of consumer electronics market, and the Board remains

optimistic about the future of this business.
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Human Resources Development

As at 31st December, 2008, the number of employees
of the Group maintained at the same level of 2007 of
approximately 1,000 employees most of whom 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.

Future Prospects

It will be a challenging time for business in the coming
years with the global financial turmoil, escalating material
prices and the slowing global economic growth. However,
the management is optimistic that the demand for high
quality consumer products, mainly tobacco and wine,
which are the major market segments of the Group,
will continue to maintain steady growth with the stable
economic growth and improving living standards in the
PRC. With the stimulus package announced by the central
government of the PRC to boost its domestic consumption

and demand, the management is optimistic about the
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market of 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.

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 electronic product distribution division had
made substantial contribution to the Group's turnover
and profit, and this is expected to continue in 2009. To
cope with the additional funding requirements for future
growth of the division, the management will consider
various means of fund raising when it is necessary and the

market conditions are acceptable.
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The Group will continue to seek other business
opportunities for further development and diversification,
which include 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 and expanding
existing distribution markets on consumer electronic
products. In the short run, the Group will adopt a prudent
approach towards expansion, closely monitor its working
capital and implement cost saving measures.

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, 30th April, 2009
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Financial Overview

The Group’'s total turnover of approximately
HK$1,551,041,000 was similar to that of 2007. The
package printing business continued to maintain a steady
growth in turnover. For the distribution business, even
though the total turnover remained similar for 2008 and
2007, there was a significant change in product mix.
In 2008, approximately 97.1% of the turnover within
the distribution business was related to distribution of
consumer electronic products and components while the
distribution of marine fuel oil accounted for approximately
72.5% of the distribution business in 2007.

The gross profit for the year increased by approximately
HK$29,707,000 or 17.5% as compared to that of 2007.
The significant increase in gross profit was a result of
cessation of distribution business of marine fuel oil in 2008
as this business accounted for 72.5% of the turnover of
the distribution business in 2007 but was extremely slim in
gross profit margin. The shift in focusing the distribution
business on consumer electronic products had significantly

increased the gross profit margin of the Group.
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There was no significant change to distribution and
selling expenses. Administrative expenses increased from
approximately HK$66,838,000 in 2007 to approximately
HK$76,309,000 in 2008. The increase was mainly due
to higher conversion rate of Renminbi (“RMB") against
Hong Kong dollar (“HKD") and the increase in general

administrative costs.

The profit attributable to equity holders for the
year decreased from HK$77,527,000 in 2007 to
HK$37,951,000 in 2008, representing a decrease of
51.0% as compared to that of 2007. This was mainly
attributable to the impairment loss of trade and other
receivables of approximately HK$22,969,000 and fair value
loss on held-for-trading investments and other financial
assets of approximately HK$6,493,000 and HK$5,134,000,
respectively. Basic earnings per share for the year
ended 31st December, 2008 decreased to HK14.52
cents as compared to HK29.11 cents for 2007. The
Group maintains a steady dividend policy of distributing
approximately 50.0% of its profit attributable to equity

holders as dividends to shareholders.
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Management’s Discussion & Analysis

Working Capital

As at 31st December, 2008, the Group had net
current assets of approximately HK$243,911,000. The
current assets as at 31st December, 2008 comprised
of inventories of approximately HK$98,678,000, trade
and other receivables and short-term loans receivable
of approximately HK$695,930,000, bank balances and
cash of approximately HK$91,801,000, held-for-trading
investments of approximately HK$19,071,000 and other
financial assets of approximately HK$9,998,000. The
current liabilities comprised of trade and other payables of
approximately HK$98,178,000, dividend and tax payables
of an aggregate amount of approximately HK$10,021,000,
and short-term borrowings of approximately
HK$563,981,000. The turnover days for inventories and
trade debtors were 26.1 days and 112.2 days respectively,
comparing to 16.4 days and 104.9 days in 2007.
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The decrease in trade receivables at 31st December, 2008
was mainly due to the impairment loss of approximately
HK$12,516,000 of certain trade receivables as a result
of the global financial turmoil in 2008. The significant
decrease in trade payable was a result of using banking
facilities to finance the Group’s distribution business
instead of using suppliers’ financing. During the year, the
Group acquired approximately HK$53,890,000 of unlisted
structured deposits. The fair value loss of held-for-trading
investments and other financial assets was approximately
HK$6,493,000 and HK$5,134,000, respectively.

The net asset value of the Group as at 31st December,
2008 amounted to approximately HK$745,779,000 versus
approximately HK$708,101,000 as at 31st December,
2007.

Liquidity and Financial Resources

As at 31st December, 2008, the Group’s aggregate bank
borrowings amounted to approximately HK$648,729,000.
The total bank borrowings as at 31st December, 2008
were higher than those of 31st December, 2007. The net
gearing ratio, representing the interest bearing liabilities

less cash divided by shareholders’ equity plus minority
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interests, increased from 41.6% in 2007 to 74.7% in
2008. The significant increase in bank borrowings and the
net gearing ratio was a result of the increase in the use
of banking facilities to support the Group’s distribution

business of consumer electronic products.

The interest rates for all the loans are fixed on monthly,
quarterly or semi-annual basis. The finance costs for the
year of HK$26,958,000 were slightly lower than those
of 2007 because of the lower interest rate during the
year. The Group continues to monitor its working capital
requirement closely with a view to reduce its total bank
borrowings to lower the finance costs and net gearing

ratio of the Group.

All of the sales and purchases for the package printing
division are denominated in RMB and most of the
sales and purchases for the distribution division are
denominated in United States dollar or HKD. The exchange
exposure is adequately managed through this natural

hedge.
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EXECUTIVE DIRECTORS

Mr. Hui King Chun, Andrew, aged 58, 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 30
years of experience in management and manufacturing,
including 16 years of experience in the printing and

packaging business.

Mr. Yau Chau Min, Paul, aged 45, 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
master degree in business administration from 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 21 years of experience in
marketing and sales, corporate finance and management
with several multinational companies. He joined the Group
in June 1994.

Mr. Hui Bin Long, aged 61, 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 31 years of
experience in printing operations. He joined the Group in
June 1993.

Mr. Li Chun Ren, aged 76, 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.
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Mr. Zhou Jin, aged 49, 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.

Mr. Wang Feng Wu, aged 54, 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 70, 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.
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INDEPENDENT NON-EXECUTIVE DIRECTORS,
AUDIT COMMITTEE & REMUNERATION
COMMITTEE

Mr. Ng Chi Yeung, Simon, aged 52, 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 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 45, 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.
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Mr. Ho Lok Cheong, aged 46, 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 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.

CONSULTANT

Mr. Ma Hong Tai, aged 78, 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.
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SENIOR MANAGEMENT

Mr. Chan Tak On, aged 42, is the qualified accountant
and company secretary and financial controller of the
Company. He is responsible for the overall financial and
company secretarial matters of the Group. Mr. Chan holds
a Bachelor of Economics degree and a Master of Science in
Finance degree, and is also a fellow member of the Hong
Kong Institute of Certified Public Accountants and a CPA
member of CPA Australia. He joined the Group in May
2008.

Mr. Au Yeung Ho Ming, aged 59, 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 62, 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 41, 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. Madam Mak joined the
Group in March 1993.
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Mr. Zhang Jing, aged 49, 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 51, 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.

Mr. Tao Fei Hu, aged 55, 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 34 years of working experience in production and

marketing management in the PRC.

Mr. Wen Jie, aged 46, 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 47, 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 49, has been employed by Yunnan
Qiaotong since its inception and is currently its finance

manager. Mr. Ge is an accountant in the PRC.
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Mr. Chen Tong Kun, aged 44, 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 16 years of working experience

in production management in the PRC’s printing industry.

Madam Ma Yu Zhi, aged 63, 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 39 years of experience in the PRC’s

printing industry.

Mr. Wei He, aged 62, 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 43

years of experience in the PRC’s printing industry.

Mr. Huang Li San, aged 42, 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 20 years of experience in the PRC’s printing

industry.

Mr. Li Li Bin, aged 45, 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 19 years of

experience in the PRC’s printing industry.
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Directors’ Report

The Board presents its annual report and the audited
consolidated financial statements for the year ended 31st
December, 2008.

PRINCIPAL ACTIVITIES
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.

RESULTS AND APPROPRIATIONS

The results of the Company and its subsidiaries (collectively
known as the “Group”) for the year ended 31st December,
2008 are set out in the consolidated income statement on

page 49.

An interim dividend of HK2.2 cents per share amounting
to approximately HK$5,752,000 was paid to the
shareholders during the year. The Board now recommends
the payment of a final dividend of HK5.1 cents per share
to the shareholders on the register of members on 29th
May, 2009 amounting to approximately HK$13,334,000,
and the retention of the remaining profit for the year of
HK$18,865,000.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group expended approximately

HK$22,695,000 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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RESULTS, ASSETS AND LIABILITIES

The following table summarises the consolidated results,
assets and liabilities of the Group for the five years ended
31st December, 2008.

“EENF _TELF _TERE _TTHE —TTMF

2008 2007 2006 2005 2004
FTAER FBL FHET FET FET
HK$’000 HK$'000 HK$'000 HK$'000 HK$' 000

SAFIRERFE A Profit attributable to equity
JE 15 % A holders of the parent 37,951 77,527 62,258 47,838 40,644
BEE Total assets 1,538,006 1,542,665 1,336,853 1,164,678 973,319
BEE Total liabilities (792,227) (834,564) (731,792) (633,253) (501,556)
745,779 708,101 605,061 531,425 471,763

MEE SR HEIR
RZZEENFE+_A=+—8 87
#% M IBE#7591,801,0008 L (Z T+
% :136,177,0008 ) St EZEEHNA
648,729,000/ 7T (ZZZ+ 4 : 430,871,000
BIL) BRRESGNPVERIEZLNR
745,779,000/ 7T (ZEZ+ 4 : 708,101,000
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December, 2008, the bank balances and
cash amounted to approximately HK$91,801,000
(2007: HK$136,177,000). The interest bearing liabilities
amounted to approximately HK$648,729,000 (2007:
HK$430,871,000). The shareholders’ equity plus minority
interests amounted to approximately HK$745,779,000
(2007: HK$708,101,000). The net debt to equity ratio
(interest bearing liabilities less cash/shareholders’ equity
plus minority interests) was 74.7% (2007: 41.6%).

SHARE CAPITAL

Details of share capital of the Company are set out in note

31 to the consolidated financial statements.
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DISTRIBUTABLE RESERVES OF THE
COMPANY

As at 31st December, 2008, the Company’s reserves
available for distribution consisted of contributed surplus
of HK$29,509,000 (2007: HK$29,509,000) and retained
profits of HK$955,000 (2007: HK$6,558,000).

DIRECTORS
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. Yau Chau Min, Paul, Zhou Jin and
Wang Feng Wu retire by rotation and, being eligible, offer

themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

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.
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Name of director

Capacity

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31st December, 2008, the interests of the directors
and their associates in the shares or underlying shares 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
("SFO"),
The Stock Exchange of Hong Kong Limited (the “Stock

or as otherwise notified to the Company and

Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (“Model
Code”) contained in the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”),

were as follows:

(1 Long positions

(a) Ordinary shares of HK$0.10 each of the

Company
FEERT EERBE BT
EBRZHE REAZEDL

Percentage of the
Number of issued issued share capital

ordinary shares held of the Company

AR RS
Mr. Hui King Chun, Andrew
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ERVARHA (i)
Held by trust (Note)

166,589,000 63.72%
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DIRECTORS’” INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(continued)

(1)

Long positions (continued)

(b) Share options

BEEEE 5% FEERESE R B EE

Number of Number of

Name of director Capacity options held underlying shares

B EE BEmEA A 1,000,000 1,000,000
Mr. Yau Chau Min, Paul Beneficial owner

ISESF e EmAA 500,000 500,000
Mr. Zhou Jin Beneficial owner

1,500,000 1,500,000

ZERNABAEZEETHEZEEAGZR
AlAccufit Investments Inc.Z & & &5 - H
T ABHFRIREEZREKE -

29

LM EEIN  BEF  TTHAR
IRFZHEATRBEEARA LA
EAI AR R A B 2 B s B B A {0 o
BABCRIRIEREZ MG RHIF352
7 E 2B MAKBEREFESTA
AR 77 A& AN A B KB S P 2 4

Az > UL AN
mIGRE °

Note:

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.

Short positions

Other than as disclosed above, none of the
directors, chief executives nor their associates had
any interests or short positions in any shares or
underlying shares of the Company or any of its
associated corporations as recorded in the register
required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.
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B IR SHARE OPTIONS
RRE BT BB H R A IR EMIEE32 © Particulars of the Company’s share option scheme are set

out in note 32 to the consolidated financial statements.

TRFPEANAERERFRNZEE) The following table discloses movements in the Company’s

share options during the year:

R-ZZEENF
—RBA—BRK

—BENF
+t=A=+—~H

RITE

Outstanding

at 1st January, 2008

and 31st December, 2008

MR- ESR Category 1: Directors
TR EAE Mr. Yau Chau Min, Paul 1,000,000
Bk A& Mr. Zhou Jin 500,000
1,500,000
2 BB Category 2: Employees 700,000
2,200,000

32 < Kith Holdings Limited
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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.

DIRECTORS" INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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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SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2008, the register of substantial
shareholders maintained by the Company pursuant
to Section 336 of the SFO 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.

e (1) Long positions
AKABEFREE10B T2 TiEAk Ordinary shares of HK$0.10 each of the Company
e RT EERARE BT
RRAHE 54 EER#A REAZEDH
Number of Percentage of the
issued ordinary issued share capital
Names of shareholders Capacity shares held of the Company
Basab Inc. ERXEA 166,589,000 63.72%
Beneficiary of trusts (H7i%) (Note)
Safequard Trustee Limited FrEZaEA 166,589,000 63.72%
Beneficiary of trusts (H7i%) (Note)
Evolution Capital Management LLC REKE 24,518,000 9.38%
Investment manager
Evolution Master Fund, Ltd. SPC REgE 24,518,000 9.38%

34 < Kith Holdings Limited
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SUBSTANTIAL SHAREHOLDERS (continued)
(2) Short positions

Ordinary shares of HK$0.10 each of the Company

e ERDEE R

RERERE =L ZERYE BRAzBER L
Number of Percentage of the

issued ordinary issued share capital

Names of shareholders Capacity shares held of the Company
Evolution Capital Management LLC RELE 24,518,000 9.38%

Investment manager
Evolution Master Fund, Ltd. SPC RELE 24,518,000 9.38%

Wit - %58 T LA Basab Inc. (YE&Basab Unit
TrustZ 55t A) 2 EHHB 2 A FlAccufit
Investments Inc.Z % 2 & i ° Basab Unit
TrustJy fSafeguard Trustee Limited{E&1{E
FRAZREERER CEMERES
R ARTHEIRE R 2 RIGKE -

R EXRBEZ R R_FENF+Z
A=+—8  ARRATHABFEARARF ZE
BOTBRATHEEEMEMERERIOLR

REBUFUTES
ARTEREETRAE HEEB

HOTEZZABEBYMZFERAE - A
RARBABBILIFRITESTORBILAL

Investment manager

Note: 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 Safeguard Trustee Limited as trustee of a discretionary
trust, the beneficiaries of which are the family members of
Mr. Hui King Chun, Andrew.

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, 2008.

APPOINTMENT OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

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.
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CONNECTED TRANSACTIONS

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$183,349,000 (2007: HK$130,363,000).
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
Company 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.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2008, the Group’s
largest customer and five largest customers accounted for
approximately 42% and 69% respectively of the Group’s
total revenue. The Group’s largest supplier and five largest
suppliers accounted for approximately 25% and 63%

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.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.

INTERESTS IN COMPETITORS
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.

EMOLUMENT POLICY
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 directors and eligible employees. Details of the
scheme are set out in note 32 to the consolidated financial

statements.

PRE-EMPTIVE RIGHTS

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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float

throughout the year ended 31st December, 2008.
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HBEBM CHARITABLE DONATIONS

TR AEBGIEL42,0350008 T2 = During the year, the Group made charitable donations
B e amounting to approximately HK$2,035,000.

Bék J7E 1 S0 A JOINT AUDITORS

AARBERERAFTAS FIR2 —BRE A resolution will be submitted to the annual general
E O EEEH.eFEER T @MITNEEE meeting to re-appoint Messrs. Deloitte Touche Tohmatsu
SR ST AR R 2 B AZ EA - and Messrs. Graham H.Y. Chan & Co. as joint auditors of

the Company.

REEED On behalf of the Board

B R IR Hui King Chun, Andrew
E Chairman

BEAE ZETNFNA=1AH Hong Kong, 30th April, 2009

38 < Kith Holdings Limited
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CORPORATE GOVERNANCE PRACTICES

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,
2008, 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.

DIRECTORS’ SECURITIES TRANSACTIONS

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, 2008.
The Model Code also applies to other specified senior
management of the Group.

BOARD OF DIRECTORS

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 20 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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FRN BHREER2RESZRNTNZ The number of full Board meeting and Remuneration
Seex yHERIHENT Committee meeting attended by each director during the
year is as follows:

= EEEER FMEEEER HE =
Remuneration

Board committee Attendance
Director meeting meeting rate
HITES
Executive Directors
A AR 4/4 1/1 100%
Hui King Chun, Andrew
Je N 4/4 @ B 100%
Yau Chau Min, Paul N/A
FFIEHD 2/4 i@ A 50%
Hui Bin Long N/A
FEC 2/4 8 A 50%
Li Chun Ren N/A
B 2/4 A iE A 50%
Zhou Jin N/A
T B £ 2/4 i A 50%
Wang Feng Wu N/A
FTETF 2/4 E A 50%
Wang Guang Yu N/A
BYFHTES
Independent Non-executive Directors
REH 2/4 1/1 50%
Ng Chi Yeung, Simon
EfBAE 2/4 11 50%
Tam Yuk Sang, Sammy
%8 2/4 11 50%
Ho Lok Cheong
FTERESHKE CHAIRMAN AND MANAGING DIRECTOR
IR EBREB ZAIMAFZEIE - AD Mr. Hui King Chun, Andrew is the founder and chairman
AR EITRAE] 2B - MAkER of the Group. The Company does not at present have any
ARRRIAR-—BERTERLREFRIEE officer with the title “chief executive officer” and Mr. Hui

BB AEARAZEREE -BARESR
Aifﬁfﬂtt %Tﬁ@%ﬁxﬁl%ﬂ IR EHEBE
CMAESARFEREEEEMER 2

has assumed the role of both Chairman and Managing

Director since the establishment of the Company, and is

%ﬁ&%@$1 TR ELEEe s in charge of the overall management of the Company.
IR (SFRESCEA2.1) © 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
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Name of director

AUDIT COMMITTEE

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 Cheong.

The Group’s financial statements for the year ended
31st December, 2008 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:

HESBERE HEE
Number of

meeting attended Attendance rate

B e

Tam Yuk Sang, Sammy
REDH

Ng Chi Yeung, Simon
GEJ=

Ho Lok Cheong
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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.

REMUNERATION COMMITTEE

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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INTERNAL CONTROLS

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.

DIRECTORS" RESPONSIBILITY STATEMENT

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, 2008, 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 46.

AUDITORS" REMUNERATION

For the year ended 31st December, 2008, the total
remuneration of the Group’s auditors for statutory audit
services is HK$1,973,000. They also provided non-
audit services to the Group, which were considered as

insignificant assignments.
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INVESTOR RELATIONS AND
COMMUNICATION WITH SHAREHOLDERS

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.

CODE OF CONDUCT

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

(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
49 to 152, which comprise the consolidated balance sheet
as at 31st December, 2008, 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.

Directors’ responsibility for the consolidated financial

statements

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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Auditors’ responsibility

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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Opinion

In our opinion, the consolidated financial statements give
a true and fair view of the Group’s state of affairs as at
31st December, 2008 and of its 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 BE TR =T
Graham H.Y. Chan & Co.

HEEAT AT

Certified Public Accountants

Hong Kong
30th April, 2009
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Consolidated Income Statement
HE_ZZ)N\FE+_A=+—HILFE For the year ended 31st December, 2008

—ZENE —TEL+F
2008 2007
k=3 FExT FET
NOTES HK$’'000 HK$' 000
Wz Revenue 7 1,551,041 1,655,359
SHE B Cost of sales (1,351,327) (1,485,352)
e Gross profit 199,714 170,007
Hab g A Other income 28,963 52,334
DHEREERE Distribution and selling expenses (3,604) (3,853)
THRAX Administrative expenses (76,309) (66,838)
JEWE=2E SEHXE  Impairment loss on trade and
Hi AR - 5T@ % other receivables from third
TR FIEREER parties, deposits and
prepayments (22,969) (2,933)
BIEEEREZ Fair value (loss) gain on
ANFE(EBE) ke held-for-trading investments (6,493) 11,128
AEHEREZ Impairment loss on
VERIEN SR available-for-sale investments (2,153) -
HuABEEL Fair value loss on other
NEEEE financial assets (5,134) -
BRE R A Finance costs 9 (26,958) (27,478)
R 750 Bl g A Profit before tax 85,057 132,367
FrigHix Income tax expense 10 (23,673) (25,042)
NEE % A Profit for the year 1M 61,384 107,325
TFA LA Attributable to:
BRAIREREA Equity holders of the parent 37,951 77,527
DB R Minority interests 23,433 29,798
61,384 107,325
FRAT Earnings per share: 15
HA Basic HK 14.52 cents 1l HK 29.11 cents 71l
e Diluted HK 14.50 cents #&{l HK 29.09 cents /il
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Consolidated Balance Sheet
RZZEZNF+_A=+—H At 31st December, 2008

—EENE —ETLHF
2008 2007
g3 THER FH&T
NOTES HK$'000 HK$' 000
RBEE Non-current Assets
ME - WERNR Property, plant and equipment 16 585,792 568,530
TET & 5K Prepaid lease payments 17 19,883 19,290
B Goodwill 18 2,695 2,695
A ERE Available-for-sale investments 19 12,715 10,456
EERIAE E Deferred tax assets 30 830 787
621,915 601,758
REEE Current Assets
"E Inventories 20 98,678 94,423
EERA(E Deferred consideration 21 = 4,991
JEWE=EFZHERKL  Trade and other receivables
Hfh R ULBR 3R from third parties,
TETRIE deposits and prepayments 22 512,683 579,023
Rl L H IR Z FEEF K Trade and other receivables from
H A 1R W BR R minority shareholders 23 25,607 25,929
FENFEEMRK Prepaid lease payments 17 613 613
FE U & R Loans receivable 24 157,640 85,157
FIEEERE Held-for-trading investments 25 19,071 14,594
Hub B i5 & E Other financial assets 26 9,998 -
RITEBRLIES Bank balances and cash 27 91,801 136,177
916,091 940,907
REAE Current Liabilities
ERESHEZ R Trade and other payables
Hfth B~ BR K 28 98,178 360,800
MBAE Tax liabilities 8,712 11,310
FET AR B Dividend payable 1,309 1,114
BE - —FRNIH Borrowings — due within one year 29 563,981 313,071
672,180 686,295
RBEEFE Net Current Assets 243,911 254,612
EEHERARBAER Total Assets Less Current Liabilities 865,826 856,370
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HmEeEEEAER
Consolidated Balance Sheet
RZZEZENEFE+-_A=+—H At31st December, 2008

—EENE —ETF
2008 2007
Bt FH T FAT
NOTES HK$’ 000 HK$' 000
kRBERE Non-current Liabilities
BE - —F&EH Borrowings — due after one year 29 84,748 117,800
FEAERIBEE Deferred tax liabilities 30 35,299 30,469
120,047 148,269
EEFE Net Assets 745,779 708,101
EXRH#E Capital and Reserves
f% S Share capital 31 26,145 26,145
%15 5 B M 1 Share premium and reserves 444,467 423,300
BRAREREA Equity attributable to equity
FE 1 I #E holders of the parent 470,612 449,445
DH I RE S Minority interests 275,167 258,656
PR RE4E5E Total equity 745,779 708,101

FAOEFIS2BE A RBEEREETSN
TENFNA=ZTHEMREETIE  FH
THEEREREE

PR
Hui King Chun, Andrew
BE
DIRECTOR

The consolidated financial statement on pages 49 to 152
were approved and authorised for issue by the Board of
Directors on 30th April, 2009 and are signed on its behalf
by:

EL 8
Yau Chau Min, Paul
EE
DIRECTOR
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Consolidated Statement of Changes in Equity
HEZZZN\F+-A=+—HIFE Forthe year ended 31st December, 2008

BARREREAEL
Attributable to equity holders of the parent
k& B 0% R L |
B BEGE RHEE EHEE IREC HAGEE EOEE EABE EXGRE EGHE BRESE REEW &% RRER &%
Capital Asset Enterprise Investment  Share
Share redemption ~ Share revaluation expansion  Reserve  Other  Capital Translation revaluation  options Retained Minority
capital  reserve premium  reserve fund fund  reserve reserve  reserve  reserve  reserve  profits Total  interests Total
Thn  TRn AT  TEr  TEn  TEr  TEr TR TErT  TEn TR TEr  TEr  TfERm TEn
HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
W#33) W) wEn) W) )
(note 33) (note33) (hote33)  (note33)  (note 33)
Z3RtE-A-A At 1st January, 2007 26,769 - 90049 31T 33U 1589 2793 (2000 22,865 - - 13825 384748 220313 605,061
REBNERR Eichange differences
EE/EREE arising on translation
of foreign operations - - - - - - - - 06 - - - 2 153 3199
EfihE  BER Surplus on revaluation
Bl of property, plant
and equipment - - - 13586 - - - - - - - - 1356 9033 22619
EEfENE BER  Deferred tax abity
REmEE, arising on revaluation
EiHERE of property, plant
and equipment - - - 2570 - - - - - - - - 570 (1463 (4033)
ARHERAATE  Ganon farvalue change
bl of avallable-forsale
investments - - - - - - - - - 229 - - 229 - 229
ERRRENETZ  Netincome recognised
WSS directly n equity - - - 11016 - - - B/ (JRY.)] - - 305 2800 5887
HENE  BER Revaluation surplus released
SEEEEEBER  upon disposal of property
plant and equipment - - - (2,004 - - - - - - - 0% - - -
TR Proft for the year - - - - - - - - - - - TS IS 297% 107325
TEEREMALR  Total ecognised income
XheE and expenses
for the year - - - (09 - - - - - - - 79621 715 29798 107325
BERY Repurchase of shares (624) - - - - - - - - - - - (624) - (624)
BEBREERR Shares repurchased
and cancelled - 624 - - - - - - - - - (624) - - -
BERAEE Premium on repurchase
of shares - - (15834 - - - - - - - - - (15834 - (15834
EARAEERD Recognition of
BERAR equity-sttled share
based payments - - - - - - - - - - 126 - 126 - 126
EHTOGHERZHEE  Didend paid to minoriy
shareholders - - - - - - - - - - - - - (19200 (19,200)
BftRE Dividends paid - - - - - - - - - - - (32513 (sm) - B5n)
FEERIBRR Captalinjection n a subsidary
R-FERBAE by the Group and minority
iR shareholder - - - - - - - - - - - - - 3891 381
WEHEBLFHi#34)  Acquisiton in a subsidiary
Note 34) - - - - - - - - - - - - - 1,052 1,052
S At 315t December, 2007
tZAz+-B 26,145 624 74215 43099 4334 1589 2793 000 45632 229 126 184676 449445 25865 708,101
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Consolidated Statement of Changes in Equity
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

BARREREAEL
Attributable to equity holders of the parent
k& gE t% RE L |
Rt REEE RHEE EfEE ZEEC BREC HMEE 44EE EXRE ENEE BRESE REwA &t RRER a3t
Capital Asset Enterprise Investment  Share
Share redemption ~ Share revaluation expansion  Reserve  Other  Capital Translation revaluation  options Retained Minority
capital  reserve premium  reserve fund fund  reserve reserve  reserve  reserve  reserve  profits Total  interests Total
Thn  TRn AT  TEr  TEn  TEr  TEr TR TErT  TEn TR TEr  TEr  TfERm TEn
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000
W#33) W) wEn) W) )
(note 33) (note33) (hote33)  (note33)  (note 33)
REBIZHR Exchange diferences arising on translation
EEERER of foreign operations - - - - - - - - U3 - - S UM 1509 40340
BETkNE Fair value adjustment on avaiable-forsale
RALTE nvestments - - - - - - - - - (4 - - 4 - )
ERINRERETZ  Netincome (expense) recognised directly
WA (B%) 38 inequiy - - - - - - - - UM (45 - S350 38%
FERER Profit for the year - - - - - - - - - - -39 395 23433 61384
BARNEREZ  Recognition of impaimment loss on
REEE avaiable-forsale investments - - - - - - - - - - EEAL EEAL
TEEEIMAR  Total ecognised income and expenses
fheE for the year - - - - - - - - WM 29 - 391 60007 39425 9943
EARTEERDE  Recognition of equity-settled share based
b AE payments - - - - - - - - - - 318 - 318 - 378
BAFHERREZHRE  Dividends paid to minority shareholders - - - - - - - - - - - - - ey 291
Bfilke Dividends paid - - - - - - - - - - - (39218 (39218 - (39218
R-ERNE At 315t Decembe, 2008
tZAz+-B 26,145 64 74215 4309 4334 1589 27923 (2000 69,980 - 504 183409 470612 215167 745779
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Consolidated Cash Flow Statement
BEZZZENE+ZHA=1+—HIEFE For the year ended 31st December, 2008

“EENE 3 8
2008 2007
Wit TiExL T
NOTE HK$'000 HK$' 000
Rexk OPERATING ACTIVITIES
BEAER Profit before tax 85,057 132,367
ROTEEfELAZ: Adjustments for:
REKA Finance costs 26,958 27,478
MEHA Interest income (14,627) (12,177)
NE BERRELNE Depreciation of property, plant and equipment 38,780 36,036
NE BERFEIAE Impairment of property, plant and machinery - 2,735
ENRENH ER Amortisation of prepaid lease payments 613 613
NRhBEEZRAFRR Share-based payment expenses 378 126
BUE=ZE 5B REMEY  Impairment of trade and other receivables from
R e RBNFE RE third parties, deposits and prepayments 22,969 2,933
MREERE REBE Impairment loss of available-for-sale investments 2,153 -
LG BEE A TEER Fair value loss of other financial assets 5,134 -
HEME BEREEL Loss (gain) on disposal of property,
BER) plant and equipment 1,485 (8,833)
K2 BESEHLERLRE  Operating cash flows before working capital changes 168,900 181,278
FEEM Increase in inventories (4,255) (36,857)
EUE=ZEFEAREMEY Decrease (increase) in trade and other receivables
R TR REMFIERD (E0)  from third parties, deposits and prepayments 39,420 (172,016)
EUDERREZETR D Decrease in trade receivables from
minority shareholders 322 23,561
W ETEN Increase in loans receivable (56,088) (3,470)
BEBERESEM Increase in held-for-trading investments (4,477) (14,594)
EHESRAMEFERCAD)EM (Decrease) increase in trade and other payables (258,636) 144,678
Gz (R RERLFE Net cash (used in) generated from operations (114,814) 122,580
BARECEMBGH PRC Enterprise Income Tax paid (12,792) (16,532)
BHEENEH Hong Kong Profits Tax paid (8,692) (2,406)
BELK (M) MEZBEFHE  NET CASH (USED IN) FROM OPERATING ACTIVITIES (136,298) 103,642
RE£H INVESTING ACTIVITIES
BAME HEREE Purchase of property, plant and equipment (22,695) (30,849)
ey BEELEM Increase in other financial assets (15,132) -
BATHEERE Purchase of available-for-sale investments (6,704) (8,164)
BREERE Deferred consideration received 4,991 9,981
BIF 8 Interest received 2,183 2,171
MENE  HERRBEMENE Proceeds from disposal of property,
plant and equipment 247 16,025
KERBAR Acquisition of a subsidiary 34 = (4,069)
REXBFERZRERE NET CASH USED IN INVESTING ACTIVITIES (37,110) (14,905)
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Consolidated Cash Flow Statement
BE-ZZNFE+ZA=1+—HIFE For the year ended 31st December, 2008

—EBEENE _—ZTTLHF
2008 2007
FET FAET
HK$’ 000 HK$' 000
AEER FINANCING ACTIVITIES
FERITER New bank loans raised 267,022 334,508
SR E R Net increase (decrease) in trust
0 Ok ) SF &8 receipt loans 211,195 (93,034)
BEIETEX Repayment of bank loans (260,359) (280,646)
BERAAFRERS Dividends paid to the Company's
shareholders (39,023) (32,372)
B F B Interest paid (26,958) (27,478)
[RENEIEMNCIRS Dividends paid to minority shareholders of
s subsidiaries (22,914) (19,200)
B8 B % 19 15 3K Payment on repurchase of shares - (16,458)
EEEMER Repayment of other loans = (14,788)
JE < ) BRI B R IE R Decrease in amount due to a
minority shareholder - (3,234)
LERRRE Investment from minority shareholders = 3,801
BEEKAE (FTEMA) 2 NET CASH FROM (USED IN)
HEFEE FINANCING ACTIVITIES 128,963 (148,901)
HERBELEEYZ NET DECREASE IN CASH AND CASH
WA FEE EQUIVALENTS (44,445) (60,164)
R—B—HAZRER CASH AND CASH EQUIVALENTS
BEZEEY AT 1ST JANUARY 136,177 195,193
IEERSE 2L EFFECT OF FOREIGN EXCHANGE RATE CHANGES 69 1,148
R+=-—A=+—H%2 CASH AND CASH EQUIVALENTS AT
RERELSEEY 31ST DECEMBER
BIRITH R R & represented by bank balances and cash 91,801 136,177
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Notes to the Consolidated Financial Statements
HEZZZN\F+-A=+—HIFE Forthe year ended 31st December, 2008

—RER
RAREBREFMR LA —HER
RZBRAT  ARRZBRHDEERS
BMeaXSMARIA (B £
™ o EEZ R AAccufit Investments Inc.
(HA—RERBRRES (@i%lﬁ
ZES)FAMEKL 2 2R TIAR
ZERAREEER AR c AR 72
At EE i R E E R MRS R
£ Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda® &8 X &
RET685: MR A E1 712 o

7T7%$ RIZIEEEE -

AR —RREZERAR - AR
ZE;I‘H%’AEZIE%%%B@WE
41 °
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GENERAL

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 (“BVI"),
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 are
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 dollar (“HKD"), 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.



mEBREBEWE
Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

FEFH BN KB EBIE 2. APPLICATION OF NEW AND REVISED
wELER HONG KONG FINANCIAL REPORTING
STANDARDS
RAFE AEEERAEEGMA In the current year, the Group has applied the
g((EEgMAgG) Bz THE
AIREZREB(FEEMBEREER]) -
ZEERBEER -

following amendments and interpretations (“new
HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") which
are or have become effective.

EROHERNEEL HMEEEZENNE HKAS 39 & HKFRS 7 Reclassification of Financial Assets

ERBREES (Amendments)
75k (BETK)
BA(FRIC)-ZEE1S  AEHERSENFES HK(IFRIC) - Int 1 HKFRS 2: Group and Treasury
SEREERHARZ S Share Transactions
FEFRIO-2EENY REL2RLH HK(IFRIC) - Int 12 Service Concession
Arrangements
BR(RIC)-2BE14%  BAESTEAZ19% HK(IFRIC) - Int 1 HKAS 19 - The Limit on a Defined
-AERNEERS Benefit Asset, Minimum Funding
EEEEXR Requirements and their Interaction
EEERE

R B M B RELER AL EEARE
BERERFHBRARANEG S HHE A
EEHRAZEEREINTNEKE
REE - Atk - BAFHATHHE -

7 8 3 52 58 R R 51 B AR 418 R
M2 AT RIS ET 2 A - Rk
ZE o

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 not early applied the following
new and revised standards, amendments or
interpretations that have been issued but are not

yet effective.
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Notes to the Consolidated Financial Statements

HEZZZN\F+-A=+—HIFE Forthe year ended 31st December, 2008
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRSs (Amendments)

HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 27 (Revised)

HKAS 32 & 1

(Amendments)

HKAS 39 (Amendment)
HKFRS 1 & HKAS 27

(Amendments)
HKFRS 2 (Amendment)
HKFRS 3 (Revised)

HKFRS 7 (Amendments)

HKFRS 8

HK(IFRIC) - Int 9 & HKAS 39

(Amendments)

HK(IFRIC) - Int 13
HK(FRIC) - Int 15

HK(FRIC) - Int 16

HK(IFRIC) - Int 17

HK(FRIC) - Int 18

Improvements to HKFRSs'

Presentation of Financial Statements?
Borrowing Costs?
Consolidated and Separate
Financial Statements®
Puttable Financial Instruments
and Obligations Arising
on Liquidation?
Eligible Hedged Items®
Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate?
Vesting Conditions and Cancellations?
Business Combinations®
Improving Disclosures about
Financial Instruments?
Operating Segments?

Embedded Derivatives’

Customer Loyalty Programmes*

Agreements for the Construction
of Real Estate?

Hedges of a Net Investment in a
Foreign Operation®

Distribution of Non-cash Assets
to Owners®

Transfers of Assets from Customers®
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

! Effective for annual periods beginning on or after 1st
January, 2009 except the amendments to HKFRS 5,
effective for annual periods beginning on or after 1st
July, 2009

2 Effective for annual periods beginning on or after 1st
January, 2009

3 Effective for annual periods beginning on or after 1st
July, 2009

4 Effective for annual periods beginning on or after 1st
July, 2008

> Effective for annual periods beginning on or after 1st
October, 2008

6 Effective for transfers on or after 1st July, 2009

7 Effective for annual periods ending on or after 30th
June, 2009

The application 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. The directors of
the Company anticipate that the application of the
other new and revised standards, amendments or
interpretations will have no material impact on the

results and financial position of the Group.
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60 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES

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 Rules”) and the Hong Kong

Companies Ordinance.

Basis of consolidation

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

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.

Business combinations

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.

Annual Report 2008 > 61



mEBREBMNE
Notes to the Consolidated Financial Statements
HEZZZN\F+-A=+—HIFE Forthe year ended 31st December, 2008

TESETBE ()

EBa0t(H)
BEMEECHERRBEE &)
WIARAGE  IEBAHZIKAR
RKBERAEBEEREEARZ
AHEREE BERIREBBEZIAYF
FEZEHE EEHNMGR AEH
PR R Al 3R EE - AEHEN
RBEEORAFFEBHEES KA
ZERANRRER R

DEBERMEZRBBE T R SR
FIEEHRREE ABERIRABER
FREEZLHFE -

g 2
HHERARAR _TTAF-HA—BHZ
BRUBEBEL cAEREWBERAE
HAREERKERSEEEREERA
BANEE ABELRIAABLRFEZ
B B BB RKABAEM R
FHREEBSIR

Il

WEEBEL 2B EEEERNE
BEERBRTEN -

62 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

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.

Goodwill

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

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.

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.
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64 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment

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 subsequent 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 values at

the balance sheet date.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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 includes property, plant
and equipment in the course of construction
for production or for its own use purposes.
Construction in progress is carried at cost less
any recognised impairment loss. Construction in
progress is classified to the appropriate category
of property, plant and equipment when completed
and ready for intended use. 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.
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66 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses on tangible assets

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold and financial
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.

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.
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68 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing

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.

The Group as lessor

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.

The Group as lessee

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 on a straight-line basis over the lease term.

Taxation

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in
the consolidated financial statements and the
corresponding tax base 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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70 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is calculated using the

weighted average cost method.

Retirement benefits costs

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.

Foreign currencies

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

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. HKD) 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Borrowing costs

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.

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

which they are incurred.

Research and development expenditure

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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

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.

Financial assets

The Group’s financial assets are classified into three
categories, including loans and receivables, fair
value through profit or loss 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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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Effective interest method

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 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 from third parties, deposits
and prepayments and from minority shareholders,
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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RERBWE

Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets at fair value through profit or loss

Financial assets at FVTPL has two subcategories,
including financial assets held-for-trading and those

designated as at FVTPL on initial recognition.

A financial asset is classified as held for trading if:

it has been acquired principally for the

purpose of selling in the near future;

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

it is a derivative that is not designated and

effective as a hedging instrument.

Annual Report 2008 > 75



HmEERBME
Notes to the Consolidated Financial Statements

—EZNFE+-ZA=+—HIFE For the year ended 31st December, 2008

SETHR (#)

BT A (&)
HEEE (&)

BRAFEFABSIINEZHKEE
(&)

W@ ToER  RIMBEE (BEEE
Wﬁﬁ?%ﬂﬂﬂ%m*ﬁﬂé?iﬁ
BAFEAABRINEZHMBEE

. EREERBRAKREBRD S
SNETBE IR 2 T — BE B S RE

7
[

. 2 BEEBRASREZER
[\ f B PR 2K 4R A S S R N PR
Az — P B EER— AN
BREIMEZHBMD - LK
ERERA AR HAE B
DHEZER

. E%W%ﬁ*ﬁ&%iﬁ?
ETRAZAEHN MEAGE
AIE3BREFENEEHAN
(BEELAB) EEREAFE
AABRIEZHMBEE -

J

RERERERZEGEHEB  EAY¥E
FFABSINEZMBEETIZRATE
AE OMAVPEZEIERFELEZ
HEAEZREEETER - NEBEEN
Rz WA EEFETBIBREAK
BB EEMBHE

76 < Kith Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)

Financial assets at fair value through profit or loss
("FVTPL") (continued)

A financial asset other than a financial asset held
for trading may be designated as at FVTPL upon

initial recognition if:

o such designation eliminates or significantly
reduces a measurement or recognition

inconsistency that would otherwise arise;

o the financial asset forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group's documented
risk management or investment strategy, and
information about the grouping is provided

internally on that basis; or

o it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset

or liability) to be designated as at FVTPL.

At each balance sheet date subsequent to initial
recognition, financial assets at FVTPL 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated or not
classified as financial assets at FVTPL, loans and

receivables or held-to-maturity investments.

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, 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).
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets

Financial assets, other than those at FVTPL, 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.

For all other financial assets, objective evidence of

impairment could include:

o significant financial difficulty of the issuer or
counterparty;
o default or delinquency in interest or principal

payments; or

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

organisation.

Trade and other receivables 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

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.

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

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.
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TEFEER (F) 3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

B TR (#) Financial instruments (continued)

HEEERRA (& Financial liabilities and equity (continued)

BRAEOX Effective interest method

ERMBETNFEMKBE 2K The effective interest method is a method of

AEREBBHEEIFNEIEZH calculating the amortised cost of a financial liability

e BERNMEDRBMHHBRBESNNR and of allocating interest expense over the relevant

R BAEZEEHFER KBS M period. The effective interest rate is the rate that

(W& #E) BERITIR 2 F =X - exactly discounts estimated future cash payments

through the expected life of the financial liability,

or, where appropriate, a shorter period.

MEZTHEZEBRFRELEER - Interest expense is recognised on an effective

interest basis.

MBaE Financial liabilities

et (REES NHMEMERER Financial liabilities including trade and other
ERREREER) DEEFAERFE payables, dividend payable and borrowings are
EIREE KRG E - subsequently measured at amortised cost, using the

effective interest method.

BAT A Equity instruments

RNATEITZRAT BTRE WETE Equity instruments issued by the Company are
HRIE(BREEBITRA) BB - recorded at the proceeds received, net of direct

issue costs.

BEANGAGFRATEEEZENERS Repurchase of the Company's own equity
AR LR - REE - & - 817 instruments is recognised and deducted directly in
AN TIANGRAT AR E A equity. No gain or loss is recognised in profit or loss
BRI TEERIER - on the purchase, sale, issue or cancellation of the

Company’s own equity instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Derecognition

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.

Share-based payment transactions
Equity-settled share-based payment transactions
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 during the vesting period,
if any, is recognised in profit or loss, with a

corresponding adjustment to share options reserve.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Share-based payment transactions (continued)

Equity-settled share-based payment transactions

(continued)

Share options granted to directors and employees

(continued)

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.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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.

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.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

The following 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.

Impairment loss on loans receivable

Management regularly reviews the recoverability of
the loans receivable. Appropriate impairment for
estimated irrecoverable amount is recognised in
profit and loss when there is objective evidence that

the amount is not recoverable.

In determining whether allowance for bad and
doubtful debts is required, the Group takes into
consideration the aged status and likelihood of
collection. Specific allowance is only made for the
loans receivable that are unlikely to be collected
and is recognised on the difference between the
carrying amount of loans receivable and the present
value of estimated future cash flow discounted
using the original effective interest rate. Where the
actual future cash flows are less than expected,
a material impairment loss may arise. As at 31st
December, 2008, the carrying amount of loans
receivable amounted to HK$157,640,000 (2007:
HK$85,157,000).
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st AR EZ2EER R 4. KEY SOURCES OF ESTIMATION
(#4&) UNCERTAINTY (continued)
ERE=EBSZRAZBEEE Impairment loss on trade receivables from third
parties
EEREEEREBEE  AEEE When there is objective evidence of impairment
BARRBESREZHET - HEBES loss, the Group takes into consideration the
BUEEREERMGFTRERERE estimation of future cash flows. The amount of
(TEFERMAEE 2 KK EEEIE) IR the impairment loss is measured as the difference
MBEERBERMNE (ARY L HR between the asset’s carrying amount and the
NitE BB MR 2REZE present value of estimated future cash flows
B2 EEBRARBEREENTE (excluding future credit losses that have not been
i AREELEAREBEE R_ZZE incurred) discounted at the financial asset’s original
NFE+_A=+—"H8B ERESEX effective interest rate (i.e. the effective interest
BR M B 49 &441,294,0005 ¢ (0% R rate computed at initial recognition). Where the
BR B 5 417,149,000 L) (ZEE actual future cash flows are less than expected,
1 511,929,000/ 7T ($0 Bk R BR 7 18 a material impairment loss may arise. As at 31st
494,633,000 7T)) ° December, 2008, the carrying amount of trade
receivables is approximately HK$441,294,000 (net
of allowance for doubtful debts of approximately
HK$17,149,000) (2007: HK$511,929,000 (net of
allowance for doubtful debts of approximately
HK$4,633,000)).
EXREREE 5. CAPITAL RISK MANAGEMENT

AREEREER  ARRARESE
Eﬁfﬂ#j%—#iﬂzw*k%i\x HH—; ﬂ

The Group manages its capital to ensure that

entities in the Group will be able to continue as

BlEESRBRAEE  BIREF I a going concern while maximising the return to
KB o NEE 7 BERIEE LTI stakeholders through the optimisation of the debt
[A] ° and equity balance. The Group’s overall strategy

AEEZEARBEEAE (BREME
9B 2AEFK) - MBS KA FE
RARRBBRARAE AEGER (BED
BT - HERREER)

remains unchanged from prior year.

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

retained profits.
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5. BEXEREEAE) 5. CAPITAL RISK MANAGEMENT
(continued)
AREBEEEBESXFHTERNERE - The Group’s management reviews the capital
EAwTz—5h BEEEZEEER structure on a semi-annual basis. As part of this
KANEBHEGEEARAZER - NEH review, the management considers the cost of
ZEEABELEERATHBIMAIS% - Tk capital and the risks associated with each class of
BEFHREER  APEE - capital. The Group has a target gearing ratio of not

more than 75% determined as the proportion of

net debt to equity.

FRZABBELEWT - The gearing ratio at the year end was as follows:

—EENFE —ZTTLF

2008 2007
FET FHET
HK$’000 HK$' 000
=80 Debt (i) 648,729 430,871
e kReZEED Cash and cash equivalents (91,801) (136,177)
BEFRE Net debt 556,928 294,694
1% 2 (i) Equity (i) 745,779 708,101
BEFHEERE X Net debt to equity ratio 74.7% 41.6%
(i) BEZERARIREEER & (i) Debt is defined as long and short-term borrowings
15 RBEE29 - as detailed in note 29.
(i) BERIEAEE LR ANRHEB (i) Equity includes all capital and reserves of the
(BELHRRER) - Group including minority interests.
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Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

6. HMHEIA 6. FINANCIAL INSTRUMENTS
a. BT B %5 a. Categories of financial instruments
—EENFE CZTTLF
2008 2007
FERT FET
HK$’ 000 HK$' 000
BBEE Financial assets
BAFEEA Fair value through
BHIWEBEZHHEE  profit or loss (FVTPL)
BIEEER Held-for-trading 19,085 14,594
BB EE Other financial assets 9,984 -
AERERE Available-for-sale investments 12,715 10,456
B REREEF (B Loans and receivables (including cash
HRe&RBSEZEMEY)  and cash equivalents) 743,434 829,071
=R Financial liabilities
B Amortised cost 729,537 770,979

MEEREREEERBE

AEBEXTRHHTABREAH
HERE EBEERE BERF
—ERLPBEREGEALE
fi FE U AR 3 - IR E R - #54E
EERE HuMBEE &
TSR BNESRRAREM
R ERA - BB B -
ERZEVBH LA ZFBERE
M ENE RFEMBH LAY
kzRBERETSRER (B
By ~ A 2 R B K A AN (B A L
2) FEERRBREABESEA
& o BB E R < BUR SR
TX-EEBERNMERZF
FAST - DABELR K B B SRR B

RN

Financial risk management objectives and
policies

The Group’s major financial instruments
include available-for-sale investments,
deferred consideration, trade and other
receivables from third parties and minority
shareholders, loans receivable, held-for-
trading investments, other financial assets,
bank balances, trade and other payables,
dividend payable and borrowings. 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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b. IR EEBERRBUR ()

5 R BR

(i)
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6.

For the year ended 31st December, 2008

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk

(i)

(ii)

Currency risk

The directors consider that the
Group's exposure to the United States
dollar (“USD") does not give rise to
significant foreign currency risk on
the ground that HKD is pegged to
USD. The Group has minimal foreign
currency risk as most of the financial
assets or liabilities are denominated
in functional currencies of relevant

group entities.

Interest rate risk

The Group's exposure to cash flow
interest rate risk is mainly attributable
to variable-rate loans receivable and

borrowings.

The Group’s fair value interest
rate risk relates primarily to fixed-
rate bank borrowings and 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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Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Market risk (continued)
(i) Interest rate risk (continued)

The Group’s cash flow interest rate
risk is mainly concentrated on the
fluctuation of Hong Kong Interbank
Offer Rate ("HIBOR") and the interest
rate prescribed by the People’s Bank
of China arising from the Group’s

borrowings.

Sensitivity analysis

The sensitivity analysis below has
been determined based on the
exposure to interest rates for variable-
rate bank borrowings at the balance
sheet date and variable-rate loans
receivable at 31st December, 2007.
The analysis is prepared assuming
the amount of asset and liability
outstanding at the balance sheet
date were outstanding for the whole
year. A 100 basis point (2007: 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 100 basis
points (2007: 50 basis point) higher/
lower and all other variables were

held constant, the Group’s:
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6. HBITHEGE

b.

IR EEBERRBUR ()

6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

TR (&) Market risk (continued)
(i) =R (E) (i) Interest rate risk (continued)
BRRE DT (&) Sensitivity analysis (continued)
. BHE_ZT)N\F . Post-tax profit for the year
+=—A=+—8H ended 31st December, 2008
IFFEZBBEZ would decrease/increase by

i F R A1
n#4,391,000
BT (ZEZE+
F R Em
#71,523,000%
) FERAE
B Bt E ¥ RRT
BHR (BT
F:REREKE
FEOZBRITE
) A X R
P& -

(i) BAERER
AEBGBREATHOER
B REEERERN
AE26FT it 2 R 5 &
EAXKRAEBRRR -
B E S B MR R R
BpZBREHRA ARE
DEEAHEERE
FIEEERENRHEMBY
BEEZERESERE
R - A EZ IRA(E
1% e X B 5 R 0 A B
RETHEZBRATA -
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(iii)

approximately HK$4,391,000
(2007: decrease/increase by
approximately HK$1,523,000).
This is mainly attributable
to the Group’s exposure to
interest rates on its variable-
rate bank borrowings (2007:
variable-rate loans receivable
and variable-rate bank

borrowings).

Equity price risk

The Group is exposed to equity
price risk through its available-for-
sale investments, held-for-trading
investments and other financial assets
set out in note 26. The management
manages this exposure by maintaining
a portfolio of investments with
different risks and closely monitoring
available-for-sale investments, held-
for-trading investments and other
financial assets for the price changes.
The Group's equity price risk is mainly
concentrated on equity instruments

quoted in the Stock Exchange.
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6. WMBKIHE(E 6. FINANCIAL INSTRUMENTS (continued)
b. BERARETEEERBER (B) b. Financial risk management objectives and
policies (continued)

TR (&) Market risk (continued)

(i)  BRAEERR(E) (i) Equity price risk (continued)
IR A B & G E 5 A Equity price sensitivity analysis
T XS E DT ThIRE The sensitivity analysis below has
RERARAERARE been determined based on the
iE ° exposure to equity price risks at the

reporting date.

BE19(b)FT &l Al it H & Sensitivity analysis for available-for-

FLEMERECHRES sale unlisted investments set out in

X EZ2  REEE note 19(b) has not been presented as

L7 AT ETRER SEH their fair values cannot be measured

TE reliably.

WEBRAKREERS If the prices of the respective equity

B % (BT L F instruments had been 5% (2007: 5%)

5%) : higher/lower:

. NEE 2 B & . Post-tax profit would increase/
iRl I PSR S decrease by approximately
HE®RE (K& HK$256,000 (2007: HK$427,000)
19(a)h 2 K& f# for the Group as a result of the
Bt d) A F@E changes in fair value of available-
EHmLHA T for-sale investments (investment
¥ 49256,000/%8 savings plan in note 19(a));
T(ZETAF

427,000 7T)
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6. HBIHEGE

b.

EREEERRBUER (&)

R (&)
iy A EERR (&)
B AR B GBREE D

6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

(iii)

Equity price risk (continued)

Equity price sensitivity analysis

(#&) (continued)

J HE-_ZTZTN\F . Post-tax profit for the year
+=-A=+—H ended 31st December, 2008
IFFREZBBE would increase/decrease by

iRl RSP EC R (e

ERAATES

approximately HK$954,000
(2007: HK$730,000) as a result

i EA T B of the changes in fair value of
#47954,000/% 7T held-for-trading investments;
(ZZ2Z2 5 and

730,000/ 7T) :

K&

. FRAREE 2B
18 0% A B A
fib BF B T A =~
REEEHM
EAHSTHR
499,0007% 7T (=
TELFME) o

EEEBRR BERED
I TRRANEE R A
Rz - ThAR R HEERBR
P A (B 1% B B 3 F K5
BZBRAEZRZZE -
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Post-tax profit for the year
would increase/decrease by
approximately HK$499,000
(2007: Nil) for the Group as
a result of the changes in fair

value of other financial assets.

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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6. BEIER(E) 6. FINANCIAL INSTRUMENTS (continued)

b.

EREEERRBUER (&)

1EEE R

REBR_ZZNEFR-2ZFT
+tH&E+ZA=+—BREEH
ERAVBEEERY KR
THEHEMMELEZ&KXRAR
EE - RIRAEAEABBERAM
Pl EEEREE - 1o

b.

Financial risk management objectives and

policies (continued)
Credit risk

The Group’s maximum exposure to credit
risk in the event of the counterparties’
failure to perform their obligations as at 31st
December, 2008 and 2007 is the carrying
amount of those assets as stated in the

consolidated balance sheet. In addition, the

ARBZEERBEEEFRR Company has concentration of credit risk on
ARETEXF HAKEKRR top five major customers which accounted
REHrERIWE S RFIEBEY for approximately 76% (2007: 57%) of
339,943,000 L (ZZTZE + the Group’s total trade receivables, net of

4 : 290,302,000 JT) 4976%
“ETLFE57%) AKX
FTERXRPEHREARHK %u
(ThEDREEEEMRE
EEFERERE ([EE] >&ﬂP
BHEEFERES  HEE
ABRM  BRBEIE K
%vﬁﬁz MR EA Y F90£ 120
A B -ASEREEERE
B AEBECEBRECIER—
Bh BEEEEERSE
EEEHREMEEREF  ®
R Bt 280 HA R < {5 T SRR IR 3 AT
@Jo

allowance for doubtful debts amounting
to approximately HK$339,943,000 (2007:
HK$290,302,000). These top five customers
are engaged in manufacturing of consumer
products in the People’s Republic of China
(the “PRC") and trading of electronic
products in the United States of America
("USA") and the PRC, which have good
credit rating and have good repayment
history. The credit period granted to them
ranged from 90 to 120 days. The Group has
also concentration of credit risk on loans
receivable 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.
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6.

M THEE

b.

IR EEBERRBUR ()

EEmER (&

o AEERSEEE AR
52 (8 51 Y AR 3R 2 R R (B3R
TR - LAREAR BA S AJ R (2] R 08 i
REHRMERERE -BUMmE -
ARBEERR AKEZE
ERBREARERD

AEBEREBUREDBRRZ
BHRRREMEEERBE
ERTRER EZMELDEKR
RZERTERIT

nBEezEERRER R
RAHTHBEEREFZRIT

MEE € R
RZEZENF+ZA=+—
B AEERBEEFELOR
243,911,000 L (ZEE
F 1 254,612,000/8 7T) » A&
B masE Rk TDER
HERHES XN HIIHAMB
S

EEERDERARE A%
BERMMEREEERALRE
BEEREMERNZRE MR
EEEVKFERBERERE
KB 2HE ERBEERT
R BB KRBT A B

ot
ah °
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6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Credit risk (continued)

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 Company consider that the

Group's credit risk is significantly reduced.

The Group has concentration of credit risk
on trade and other receivables due from
two minority shareholders which have good

repayment history.

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

Liquidity risk

As at 31st December, 2008, the Group
had net current assets amounting to
approximately HK$243,911,000 (2007:
HK$254,612,000). 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.
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BT R (&) 6. FINANCIAL INSTRUMENTS (continued)
b. BERARETEEERBER (B) b. Financial risk management objectives and
policies (continued)

REE R (&) Liquidity risk (continued)
TERHFLEAEEYBAEBEZE The following table details the Group's
HFHEEAB - ARTIIBEAR remaining contractual maturity for its
SEAERESN &R HH financial liabilities. The table has been drawn
ZHBEERMBRERER up based on the undiscounted cash flows of
B ZRBENEERRESER & financial liabilities based on the earliest date
ME ° on which the Group can be required to pay.

The table includes both interest and principal

cash flows.

B ERF Liquidity table
R-RENE
t2A
il £321 R 3fAR ABBEE =t-B2
ERAZ 185 13A BE ENE REAE REE
Carrying
Weighted Total amount
average undiscounted at 31st
effective  Less than 13 3months Over 1 cash  December,
interest rate 1 month months  to 1 year year flows 2008

b TER TER TR TET TER TER
%  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

“EENE 2008
ERESEHR Trade and other payables
HibER7E - 4 13,166 39,186 - 84,775 79,499
EffkE Dividend payable - - - 1,309 - 1,309 1,309
ERREE Trust receipt loans 510 234412 135202 39,12 - 408806 407,139
E Bank borrowings
s -~ fixed-rate 550 11399 16,401 25,832 25,299 78,931 74,068
-%8 - variable-rate 705 49502 2,976 54,992 74549 182019 167,52

321,136 167,805 160,451 99,848 755,840 129,537
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6. HMBIAGE 6.  FINANCIAL INSTRUMENTS (continued)
b. BERARETEEERBER (B) b. Financial risk management objectives and
policies (continued)
REE SRR (&) Liquidity risk (continued)
B E 2 F (&) Liquidity table (continued)
RERLE
+24
g TR 3R ABRE  ST-B2
ERAE 2R 13027 ZIE 1ENE nENE BEH
Carying
Weighted Total amount
average undiscounted at 31st
effective Less than 13 3 months QOver 1 cash December,
interest rate 1 month months to 1 year year flows 2007
% TEn TEn Fhn TER TiEn TEn
% HK$'000 HK$' 000 HKS'000 HK$'000 HKS' 000 HK$' 000
TR 2007
L Trade and other payables
EHENTE - N 56,049 71,291 - 33899 3399
EfRE Dividend payable - 1,114 - - - 1,114 1,114
ERNEER Trust receipt loans 510 135,580 61,857 - - 197.437 195,944
EOIES Bank borrowings
-8 - fixed-rate 5.52 - 2,500 34,884 16,339 53,723 52,384
-58 - variable-rate 5.90 33,250 5,450 41,043 112,371 192,120 182,543
381,598 125,85 147218 128,716 783,388 710,979
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mEBREBWE
Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

6.  FINANCIAL INSTRUMENTS (continued)

C. Fair value

The fair values of financial assets and

financial liabilities are determined as follows:

J the fair values of financial assets
and financial liabilities 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 the Group’s
financial instruments recorded at amortised
cost in the consolidated financial statements

approximate their respective fair values.
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HEZZZN\F+=-_A=+—HIFE For the year ended 31st December, 2008
7. W 7. REVENUE
WZmTBEFAD W& E W 2 I8 F Revenue represents the net amounts received
B OAEBEFAKRESWTOT - and receivable during the year. An analysis of the

Group's revenue for the year is follows:

—EENE —ZTTLHF

2008 2007
FHERT TETT
HK$'000 HK$' 000
HEE M Sales of goods 1,547,493 1,652,678
R SRS TS Interest income from the provision
B U A of financial services 3,548 1,595
BRBELEHD 2 HBE & Rental income under operating leases
MR 2 WA in respect of plant and machinery - 1,086
1,551,041 1,655,359
8. XWBRHMEDZE 8.  BUSINESS AND GEOGRAPHICAL
SEGMENTS
ES ek Business Segments
HEEmM:S  AEBREEIES A For management purposes, the Group is currently
MESEIM BEINEEERE organised into two major operating divisions —
EmUANMSHEEFMEBER - £ printing and manufacturing of packaging products,
LEEEBREHTEEELNRERS I and distribution of electronic and related products.
ARBHIABRE ANEBERLE Other operations include leasing out of assets for
HA25 X EHEELR o 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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presented below:

BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

Business Segments (continued)

Segment information about these businesses is

—EEN\F 2008
DRREE
BEER  SHER Hit aE
Printing and
manufacturing
of packaging Distribution
products  of products Others Total
ThER Thr Thr TR
HK$' 000 HK$’ 000 HK$’ 000 HK$' 000
g REVENUE 481,306 1,066,187 3,548 1,551,041
£ RESULT
PEEE Segment result 102,295 52,436 836 155,567
HEMA Interest income 22,198
BUE=ZEFEHR Impairment loss on trade and other receivables
EEKER Tk from third parties, deposits and prepayments (22,969)
BRFEZHEER
BIEEEREL Fair value loss on held-for-trading investments (6,493)
ATEEER
EHEREZRERE  Impairment loss on available-forsale investments (2,153)
HiB B BE 2 A TEBE  Fair value loss on other financial assets (5,134)
REB ¥ Unallocated corporate expenses (29,001)
BEKA Finance costs (26,958)
B A& Profit before tax 85,057
FEHI Income tax expense (23,673)
KEEHF Profit for the year 61,384
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8. EBKktEDE (& 8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
XKD E(E) Business Segments (continued)
—EENE 2008
ARREE
BRER THER Hith “an
Printing and
manufacturing
of packaging Distribution
products  of products Others Total
TEL TEL TEL TERL
HKS' 000 HKS' 000 HKS' 000 HK$' 000
EEEER BALANCE SHEET
BE ASSETS
PREE Segment assets 861,949 364,474 8267 1,234,690
REBLEEE Unallocated corporate assets 303,316
RABEE Consolidated total assets 1,538,006
=L LIABILITIES
PERE Segment liabilities 97,071 11,960 475 109,506
REBOEAE Unallocated corporate liabilities 682,721
GRBEaE Consolidated total liabilities 792,227
HitEH OTHER INFORMATION
EAHRY Capital expenditures 18,792 1,872 2,031 22,695
ME - WERREZNE  Depreciation of property, plant and equipment 37,423 820 537 38,780
BNHEENT & Amortisation of prepaid lease payments 613 - - 613

LEME  HBREEZER Loss on disposal of property, plant and equipment 1,485 - - 1,485

NBAAZEZFRAT  Share-based payment expenses - - 378 378
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EBRMEDE (A 8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
XKD E(E) Business Segments (continued)
—EBLF 2007
AR Rt E
BEEm PRER At ag
Printing and
manufacturing

of packaging  Distribution
products  of products Others Total
FEL TEL TEL TEL
HK$' 000 HK$' 000 HK$' 000 HK$' 000

g REVENUE 448,186 1,204,492 2,681 1,655,359
Ed | RESULT
PEEE Segment result 96,665 31,947 7,701 136,313
FEKA Interest income 30,255
BUE=EEFEHR Impairment loss on trade and other receivables

EEKER Tk from third parties, deposits and prepayments

BRFECHEER (2,933)
BIEEERE 2 D FEEYGE Fair value gain on held-for-trading investments 11,128
REB 2 OEZ Unallocated corporate expenses (14,918)
BEKA Finance costs (27,478)
B A& Profit before tax 132,367
FEHI Income tax expense (25,042)
REEEH Profit for the year 107,325
EEREX BALANCE SHEET
§E ASSETS

NERE Segment assets 812,615 458,587 16,334 1,287,536

REBLLEEE Unallocated corporate assets 255,129

e
op>
B
s
T

Consolidated total assets 1,542,665
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8. EBRWBEDSE(F 8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
XKD E(E) Business Segments (continued)
—EBLF 2007
AR Rt E
BEEm PRER At ag

Printing and
manufacturing

of packaging  Distribution
products  of products Others Total
TEL TEL TEL TEL
HK$' 000 HK$' 000 HK$' 000 HK$' 000

af LIABILITIES

PHEAR Segment liabilities 109,862 250,932 936 361,730

REE o oRARE Unallocated corporate liabilities 472,834
FeRAE Consolidated total liabilities 834,564
EtEs OTHER INFORMATION
EARHRX Capital expenditures 27,855 4,579 293 32,727
ME BELFEZINE  Deprecation of property, plant and equipment 33,311 1,051 1,674 36,036
BREERREH Amortisation of prepaid lease payments 613 - - 613
BUE=ZESEFAREM  Impairment loss of trade and other receivables

BRER - FT2R from third parties, deposits and prepayments

BNREREER 2,808 125 - 2,933
LEME  BBREE 2 Gain on disposal of property, plant and equipment - 987 7,846 8,833
NBRAAZEZFRFAT  Share-based payment expenses - - 126 126
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EBRMED R (F)

o 15 2 %

AEBEZEBURELSLTE - EF
REEBREREBNPEET
MOHEMEBIRHE  XB &
B BNEARERE (56 ])£17 -

TR DM AKE IR TS (T
B/ RIS HIR) Bl D 2 $HERE -

BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

Geographical Segments

The Group's operations are located in Hong Kong
and the PRC. Printing and manufacturing of
packaging products are carried out in the PRC and
distribution of products is carried out in the PRC,
USA, Hong Kong, Europe and Republic of Korea

("Korea").

The following table provides an analysis of the
Group’s sales by geographical market based on
locations of customers, irrespective of the origin of

the goods/services:

RitFEHEE D 2HEWE
Sales revenue by
geographical market
—BENF —EELF

2008 2007
FERT FAET

HK$’ 000 HK$' 000

H PRC 701,242 451,999
EE USA 652,926 239,118
BB Hong Kong 141,318 919,990
M Europe 33,145 -
mEX Canada 14,245 -
72 B Korea 1,325 44,252
Hh, Others 6,840 -

1,551,041 1,655,359
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8. EBRHMEDHE(AE) 8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
Hh i3 o 38 () Geographical Segments (continued)
UTNE EEEZFEEERYZE - # The following is an analysis of the carrying amount
BERREBEZAEBREEETIEE of segment assets and additions to property, plant
DA and equipment, analysed by the geographical area

in which the assets are located:

PHEEZREE ME - - BBRREZAHRE

Carrying amount Additions to property,

of segment assets plant and equipment
—EENFE TELHF ZBENE —EZTLHF
2008 2007 2008 2007
FHERT THETT FET THTT
HKS$’ 000 HK$' 000 HK$’ 000 HK$' 000
s PRC 940,988 823,688 19,721 28,016
EE USA 221,768 90,878 - -
BB Hong Kong 52,750 356,152 2,974 4,711
B Europe 11,445 - — -
JIlEPN Canada 4,919 - - -
72 [ Korea 458 16,818 - -
HAt Others 2,362 - - -
1,234,690 1,287,536 22,695 32,727
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[ELE= %N 9. FINANCE COSTS
—EBENF CZZETLF
2008 2007
FET FET
HK$’'000 HK$' 000
FEEHH S Interest on:
RITBEE—A Bank borrowings wholly repayable
RAEFREEHIE within five years 26,958 27,316
HMER—A Other loans wholly repayable
REFAZEE within five years = 162
26,958 27,478
FrEfH X% H 10. INCOME TAX EXPENSE
—EENE C—ETLF
2008 2007
FERT FET
HK$'000 HK$' 000
MIEEE The charge comprises:
BEATR I8 - Current tax:
HEREN Hong Kong Profits Tax 4,429 6,470
PR EMSH PRC Enterprise Income Tax 13,849 14,124
18,278 20,594
BEBEMNERNEFE Underprovision of Hong Kong Profits
BETR Tax in prior years 608 71
18,886 20,665
EIEFRTE (M1 3£30) - Deferred tax (note 30) :
(R 5 2 S B AT 2 Attributable to a change in tax rate 117 -
KEE Current year 4,670 4,377
4,787 4,377
23,673 25,042
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10.

FENETZAS+—ALFE

8Bz (&)
RZZEZNFRA-_+B &8

FEBRB_TT ) \FREER
ﬂﬁ ST EB17.5% F#£16.5% -
Ai/_YYHEF%mi
Eti@°l%’§mﬂﬁﬁﬁ&¢
W2 bt R B R AT E16.5% (=

52

)

%

i

ZTHF175%)AE -
TR A AL R 2 TR A B BlA

BERBITREGHE -

RZZTLF=A+8 REFRE
ARKRMBEEXFELE6INR - PR
REAREKMBECEMBRE(THH
E]) cRZEEEF+ZARA R
B B 745 e 2 A 36 0 R B M AR B o BT AR
EREBIGEHIEE THB RN
K A33%HME25% A _TT)\F
— A — BT -

REFBEABRAG ARG - NREE
TEKEXEBCETHBRAREER
BEBZEEENFEREFTMEART
ERRHATEEEMER  HE=
FRIEFBUR R BT BREEMREH
(DRRHB]) - EFHBET  IE=E
BEREBHNAABALEZTE &
E-T-—FHRER-
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10.

For the year ended 31st December, 2008

INCOME TAX EXPENSE (continued)

On 26th June, 2008, the Hong Kong Legislative
Council passed the Revenue Bill 2008 which
reduced the corporate profit tax rate from 17.5%
to 16.5% effective from the year of assessment
2008/2009. Therefore, Hong Kong Profits Tax
is calculated at 16.5% (2007: 17.5%) of the

estimated assessable profit for the year.

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.

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 were entitled to enjoy the
Tax Holiday will continue to enjoy until it is expired

in 2012.
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10.

FRr8M < H (&

ARRlz —HHTENBEAREEER
BEONRAERAR((EmER]) 2R
AR _ZZEZEFEM BH_TZ
—F - EERBESBERRA[ING
BREXERMAME]  WEATIEF
HEEPEMSHMEIS%RN - B
E-EERE+-_A=+—HIE - R
i RBEE R 2 B
EHBBEES EARA AR
BERERE]IZ— Wt - EEBEA
BERPEHEBELEMEHTEIS%
AR o

10.

INCOME TAX EXPENSE (continued)

The Tax Holiday for Yunnan Qiaotong Package
Printing Company Limited (“Yunnan Qiaotong”), a
PRC subsidiary of the Company, expired in 2000.
Starting from 2001, Yunnan Qiaotong is classified
as one of the approved “Advanced Technology
Enterprise with Foreign Investment JMNEI&& 4G
ERMADNE" 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 FPHEIbEINEHIHEDE".
Accordingly, Yunnan Qiaotong continues to be
entitled to a preferential PRC Enterprise Income Tax

rate of 15%.
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10. FTEHBIE (& 10.
ERNHEBY HAREARSE BB
AR M S BRI T -

INCOME TAX EXPENSE (continued)
The tax charge for the year can be reconciled to
the profit before tax per the consolidated income

statement as follows:

—EENF —ZEETLF
2008 2007
FERT FHET
HK$’'000 HK$' 000
B 753 A it A Profit before tax 85,057 132,367
1B AT E25% Tax at the applicable tax rate
(ZZEZ+%F :33%) of 25% (2007: 33%)
FHERBIA 21,264 43,681
HARBRA 2 %2 Tax effect of income not taxable
for tax purpose (169) (91)
AR 2 MG & Tax effect of expenses not deductible
for tax purpose 8,147 55
RERHBEEBEBZHETE  Tax effect of tax losses not recognised 2,006 1,040
BTN E QAR Effect of tax exemptions/relief
Be,/ BERZHE granted to PRC subsidiaries (9,815) (17,332)
B AR ARERMIEEIE Y Tax effect of utilisation of tax losses
B E previously not recognised (1,328) (1,249)
REAMRDEREA S 2 Tax effect of different tax rates of
MBARZMEEZRY subsidiaries operating in
BB E other jurisdictions (681) (1,133)
MAEFERENR Underprovision in respect of
prior years 608 71
B FEH T 2 IRAE T IR Deferred tax charge on dividend
withholding tax 3,524 -
HRERHEFEMEH Decrease in opening deferred tax
FYRERIEE ER D assets resulting from a
decrease in applicable tax rate 117 -
FRZHEZ L Tax charge for the year 23,673 25,042
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NEEamA 11. PROFIT FOR THE YEAR
—EEN\E —ZETLF
2008 2007
FTEx T
HK$'000 HK$' 000
AN JE s A B HER Profit for the year has been arrived
at after charging:
e EAMEMET Salaries, bonus and other benefits 60,096 52,431
RARAE I ET B ALK Retirement benefits scheme
contributions 4,839 6,034
LAy BE%EZ 58> Share-based payment expenses 378 126
8 T KA Total staff costs including directors’

(BREEZH2) emoluments 65,313 58,591
% EAD B & Auditors’ remuneration 1,973 1,508
PIEE - WERNEEZITE  Depreciation of property,

plant and equipment 38,780 36,036
TERT R E T 2 # Y Amortisation of prepaid lease payments 613 613
HEME BB RRE Loss (gain) on disposal of property,

2B (k) plant and equipment 1,485 (8,833)
9t & F & AR Research and development costs

(BstATTHRX) (included in administrative expenses) 5,337 3,636
ERRAEIHZEERA  Cost of inventories recognised as

an expense 1,351,327 1,485,352
KA (B AEAMU A) ¢ After crediting (included in other income):
BIEEERE 2B A Dividend income from held-for-trading

investments (237) -
TFRIFITZIE MBI Interest income from unlisted structured

T2 FBWA deposits held a bank (2,757) -
WHABR R 2 A B UL A Interest income on overdue debts (4,814) (18,078)
B HA R oz & E U A Penalty charges on overdue debts = (11,300)
U E Kz F B U A Interest income on loans receivable (12,444) (10,006)
RITF B A Bank interest income (2,183) (2,171)
SINEE Uk 25 75 B8 Net foreign exchange gain (2,280) (1,552)
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12. EEME 12. DIRECTORS' EMOLUMENTS
O ENTTE (ZEELEF T+ The emoluments paid or payable to each of the ten
HIESsHaWT (2007: ten) directors were as follows:
ZBENE 2008
FEE RSB HEE  FEC B% IBE IR Rik #eE W%E @i
Hui King Yau Chau Li Ng Chi Tam Yuk
Chun, Min,  Hui Bin Chun Wang  Wang  Yeung,  Sang, Ho Lok
Andrew Paul Long Ren Zhoulin FengWu GuangYu  Simon  Sammy Cheong Total

Tén TEx TEx THEx Tz TEx FEx TFEx TEx TEx TEx
HK$'000 HKS'000 HKS$'000 HKS'000 HKS'000 HKS'000 HKS$'000 HKS'000 HK$'000 HKS'000 HKS'000

e Fees - - 120 80 80 80 80 120 120 100 780
e - Other emoluments;:
FMREM  Salaries and other
&7 benefits 818 851 - 67 206 67 10 - - - 2,119
RECEA Retirement benefits
Rl scheme contributions 12 12 - - - - - - - - 2
PRHABEE  Share-based payment
VALY 5T expenses - 1 - - 86 - - - - - 257
it Total emoluments 830 1,034 120 147 mn 147 190 120 120 100 3,180

“ERtE 2007
FEE RSB HER FEC RS IEE  IEF REH  BEE W4E 5t
Hui King  Yau Chau Li Ng Chi  Tam Yuk
Chun, Min,  HuiBin Chun Wang ~ Wang  Yeung, Sang,  Ho Lok
Andrew Paul Long Ren  Zhoulin FengWu GuangYu  Simon ~ Sammy  Cheong Total
TEr  TEr TEr TEn TEx TExr TEn TEr  TErT TErn TEn
HK$'000  HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$ 000

ik Fees - - 120 80 80 80 80 120 120 100 780
e - Other emoluments:
HMREL Salaries and other
&l benefits 760 786 - 64 179 64 90 - - -1
RIKER Retirement benefits
HELGE scheme contributions 12 12 - - 17 - - - = = 41
PRHABEE  Share-based payment
ZRFEY expenses - 57 - - 29 - - - - - 86
ikt Total emoluments m 855 120 144 305 144 170 120 120 100 2,85

110< Kith Holdings Limited
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HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

EBEH= 13. EMPLOYEES' EMOLUMENTS
TR ZEHMz ALH Wi (=ZF Of the five individuals with the highest emoluments
TLF W) AR ARIES - HE in the Group, two (2007: two) were directors of the
FHEBAEHN EXHFEI22HE 21 Company whose emoluments are included in the
=M(ZEEEF =) 2FHMET disclosures in note 12 above. The emoluments of
the remaining three (2007: three) were as follows:
—EENF —ZEETLF
2008 2007
THERT FHET
HK$’' 000 HK$' 000
e kEMER Salaries and other benefits 1,386 1,550
RERE Performance related incentive
payments 929 17
R IKAE A ET B K Retirement benefits scheme
contributions 25 34
IR BEEZ X Share-based payment expenses 17 6
1,527 1,607

BN T TIHE -

The emoluments were within the following bands:

BT A
Number of employees
—BENF —EELF
2008 2007

T #83®1,000,00078 7T Not exceeding HK$1,000,000 3 3

BE_TTLER_ZTZENF+-A
Zt-BLEFE AKEMERDN
REHEMZAL (BERES) B
T ERREMBEAESE 2 2E - X
REBUZBE- 1IN BE-FT
tER_FTENF+_A=F+—HL
FE BEEERETAME -

During the years ended 31st December, 2007 and
2008, no emoluments were paid by the Group
to the five highest paid individuals, including
directors, as an inducement to join the Group or as
compensation for loss of office. In addition, during
the years ended 31st December, 2007 and 2008, no

directors waived any emoluments.
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HEZZZN\F+-A=+—HIFE Forthe year ended 31st December, 2008

14. A 14. DIVIDENDS
—EENF —ZETLF
2008 2007
TERT FHET
HK$’' 000 HK$' 000
FANERAED IR T AR A Dividends recognised as distribution
RERBEAZKRE to equity holders of the Company
during the year:
—EZEN\FZEMPHIE  Interim dividend paid for 2008
— 8227810 - HK2.2 cents
ZETEF 2280 (2007: HK2.2 cents) per share 5,752 5,803
—ETLFZEMNAKREIE  Final dividend paid for 2007
—FR12.8%1l - HK12.8 cents
ZETHF: ZTTRNF (2007 HK10.0 cents for 2006)
210.078 1) per share 33,466 26,770
39,218 32,573

EXERARERIREEFRSA
B (ZZEZTLF 12.881) - &
$£#4913,334,0008 0 (Z T L F:
33,466,000/ 7T) * HEAHZR T A R AERD
BRITZBRRBFREG LHER 7
AR o

112< Kith Holdings Limited

The final dividend of HK5.1 cents (2007: HK12.8
cents) per share amounting to approximately
HK$13,334,000 (2007: HK$33,466,000) have been
proposed by the Board and is subject to approval by
the shareholders in the forthcoming annual general

meeting.
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15. BREF 15. EARNINGS PER SHARE
AAREBIREERSEAZEGEER The calculation of the basic and diluted earnings
EAR LSBT TRE Y81 E per share attributable to the ordinary equity holders

of the Company is based on the following data:

—BENE  —TTLA

2008 2007
FERT FH&T
HK$’ 000 HK$’ 000
& F Earnings
AURFTEESRERR Earnings for the purposes of basic
s R AR and diluted earnings per share
ZAN/NSIE:E =S SES DN Profit for the year attributable to
FEAE F R 7 equity holders of the Company 37,951 77,527
—EEN\F ZTTLF
2008 2007
&3 & A Number of shares
AR EERERAE T H Weighted average number of
LB ke T B ordinary shares for the purposes
of basic earnings per share 261,453,600 266,319,518
BEEERONEE Effect of dilutive potential
ordinary shares:
i i 1 share options 346,871 166,373
AU ESREER T Weighted average number of
@A nkE T ordinary shares for the purposes
of diluted earnings per share 261,800,471 266,485,891
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16. W% - MBI RFMHE 16. PROPERTY, PLANT AND EQUIPMENT
BT BERES B WHAERE 2 HEBIE @t

Plant and Motor Office  Construction
Buildings  machinery vehicles  equipment in progress Total

L L AL TEL AL TiEx
HK$'000  HK$'000  HKS$'000  HK$'000  HKS$'000  HK$'000

M:HE{E COST OR VALUATION
AZZTEE—A—HB At st January, 2007 101,147 460,401 7,530 6,284 1,083 576,445
E%RE Currency realignment 6,985 31,175 418 368 75 39,021
HE Additions - 12,091 928 2,225 15,605 30,849
WE-BMBAEE  Acquired on acquisition
W (Hi7#34) of a subsidiary (note 34) - - 165 1,713 - 1,878
EELZHE Adjustment arising on
revaluation 4,725 (65,091) (3,435) (3,543) - (67,344)
B Transfer 7,007 - - - (7,007) -
e Disposals - (12,071) (171) (77) - (12,319)
ZZTAE-A—H At lstJanuary, 2008 119,864 426,505 5,435 6,970 9,756 568,530
WJW Currency realignment 7,498 26,715 314 328 821 35,676
HE Additions 99 3,296 2,527 2,945 13,828 22,695
B Transfer 684 - - - (684) -
HE Disposals (737) (964) (7) (92) - (1,864)
AZZENE
+_H =f+-A At 315t December, 2008 127,408 455,552 8,205 10,151 23,721 625,037
B Comprising:
RAE At cost 7,544 29,047 2,770 3,181 23,721 66,263
BE-ZTT+E At valuation 2007 119,864 426,505 5,435 6,970 - 558,774
127,408 455,552 8,205 10,151 23,721 625,037
ZRME ACCUMULATED
DEPRECIATION
RZFZLF—A—8  Atlstlanuary, 2007 5,245 43,648 2,329 1,603 - 52,825
EERE Currency realignment 362 2,937 115 80 - 3,494
ERBE Provided for the year 3,622 28,983 1,447 1,984 - 36,036
Xy Eliminated on revaluation (9,229) (70,528) (3,880) (3,591) - (87,228)
HER Eliminated on disposals - (5,040) (1) (76) - (5,127)
“EZ/\5-A—H At lstlanuary, 2008 - - - - - -
f%ﬁ*& Currency realignment 80 47 26 20 - 597
FREE Provided for the year 5,078 29,446 1,963 2,293 - 38,780
i 88 Eliminated on disposals (60) (32) 7) (33) - (132)
AZZENE At 31st December, 2008
+_H =+-H 5,098 29,885 1,982 2,280 - 39,245
REE CARRYING VALUES
RZEENE At 31st December, 2008
T-A=+-A 122,310 425,667 6,223 7,871 23,721 585,792
i At 31st December, 2007
T-A=+-A 119,864 426,505 5,435 6,970 9,756 568,530

114< Kith Holdings Limited
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16.

Y% - R R ie ()

b wERREBZEE (TR
FERTR) JIABGEE THIFR X

16.

PROPERTY, PLANT AND EQUIPMENT
(continued)

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:
BF BT HHEER Buildings Over the shorter of the
H25F 2 A E term of the lease or
25 years
TR 55 Ko i 3 4% —33% Plant and machinery 4% —33%
B 20% Motor vehicles 20%
WAERME 20% Office equipment 20%

REE 2 BFHARN A B A G HHE
W Etw o HE#ER -

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

leases.

REE2ME WERRE (TEE The Group’s property, plant and equipment other
EEIR)BEHEERFEHEER QA than construction in progress were revalued as
E2ENPRBYWEREEZMER at 31st December, 2007 by Norton Appraisals

SEBER_ZT+LF+-_A=+—HE
FibE - THRERTEERDFEK
B mEANE o ANEE BB EN
2 B #44913,586,0008 L O 5T AR E
EFEERN MOBREREREGZ

B {fH A 4/59,033,00008 70 - R B

E_ETHFT_A=+—RHLEFE

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

A mE - EBERREZREEBELD of surplus arising on revaluation amounted to
2,735,000 L E R R & W m R N 1 approximately HK$9,033,000. An impairment loss

7
7 e

of property, plant and equipment of approximately
HK$2,735,000 is recognised in the consolidated
income statement for the year ended 31st
December, 2007.
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16. % WRERRE (&F 16. PROPERTY, PLANT AND EQUIPMENT
(continued)
ER EEORIREGSENEY During the year, the directors conducted a review of
NEBEY L RN WL E the Group’s property, plant and equipment carried
EEEEAATEEE SETES at revalued amounts and have estimated that the
KEH o carrying amounts do not differ significantly from
which would be determined using fair values.
YRS W  BERSE(TeE Had the Group’s property, plant and equipment,
EETR) VR ANEREBEITET other than construction in progress, been carried
B B MR REREL TS at cost less accumulated depreciation, the carrying
K55 values of property, plant and equipment would have
been stated as follows:
ZBENE “ERLE
2008 2007
REE  ERFE REE mAE  EBRE KAME
Accumulated Carrying Accumulated Carrying
Cost depreciation values Cost  depreciation values
THR THER THR TEL TEL TEL
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
BF Buildings 79,738 14,225 65,513 78,955 12,630 66,325
FER#E Plant and machinery 473,338 129,204 344,134 470,042 110,270 359,772
B Motor vehicles 12,543 9,867 2,676 10,016 7,358 2,658
BRERME Office equipment 29,170 19,405 9,765 26,225 13,571 12,654
594,789 172,701 422,088 585,238 143,829 441,409

AN B LA BRE B 4950,541,00078 7T (=
TEAHF 42,617,000 7T) ZHEY
¥ OBERZHEEEBFRIT EAR
AEBFERITEEZRE -

116< Kith Holdings Limited

The Group has pledged property, plant and
equipment in the PRC with a carrying amount
of approximately HK$50,541,000 (2007:
HK$42,617,000) to secure general banking facilities
granted to the Group.
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ENHEENR 17. PREPAID LEASE PAYMENTS
—EENE —ZTTLF
2008 2007
FBT FET
HK$’ 000 HK$' 000
AEFEEMHEE The Group’s prepaid lease
N EIE payments comprise:
RABENATHREERSS Leasehold land under medium-term
Z i leases in the PRC 20,496 19,903
BB AT Analysed for reporting purposes as:
MBEE Current assets 613 613
ERBEE Non-current assets 19,883 19,290
20,496 19,903

REFEABRTEX 12,388,000 7T (=
ETE 4 111,905,000/ 7T) 2 BT
ENFEEFRT  (EAERNEBE

The Group has pledged prepaid lease payments
having a carrying amount of approximately
HK$12,388,000 (2007: HK$11,905,000) to secure

RITEEZRE o

general banking facilities granted to the Group.

GES 18. GOODWILL
ZETENFRZZTTLEF
2008 & 2007
FHET
HK$' 000
W —HNEARKEL Acquired on acquisition
(Bta£34) of a subsidiary (note 34) 2,605
HE—MNEAREEFES Acquired on acquisition of additional
interest in a subsidiary 90
2,695

Annual Report 2008 >1 17



SmEERBME
Notes to the Consolidated Financial Statements

HEZ

18.

FENETZAS+—ALFE

& ()

REANANS HEDHAKEZ
MEBARMASMBRABGEMNS—
ReEEREM((REELEN]) ME
tEo R RAIEEEKER 2R 5
BOAEREE -

o

BE_TTN\F+_A=1t—HLF
B AEBEEERERSELEM
(B2 WEAEEMBIE -

i
m

bt 3R A A B AU 2 AT E R
ERETEREBIBEOT :

2

ReEFXBU A NE&ENRER
BEMEE WRESEHREBEEEE
Pt E—FHZ2HBEEZR SR
788 K 25% (Z BT 4 :25%) 3
REFE -EEEBRBERRE  #

mEBRGEE BEWKREUALRREE
HEMNFENRBIRMETHERE Gt
EERAECEMFERRATEELEE
FE - EDNERBEELSBMBATER
BREEBBANTSERBHEME
Eo-BREEMEENZERR ZEM
ERAREHKITEERREeELE
U EHAEAERRAREEEABM 2
AU B FRIB AR5 o
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18.

For the year ended 31st December, 2008

GOODWILL (continued)

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, 2008,
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:

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% (2007: 25%).

discount rate using risk-free rate, equity risk

Management estimates
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.
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Notes to the Consolidated Financial Statements
For the year ended 31st December, 2008

19. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments comprise:

—EENE —ZETLF
2008 2007
FET FAET
HK$' 000 HK$' 000

FELMIRE - Unlisted investments:

—RERERE (fi7a) — Investment savings plan (note a) 5,120 8,532

—BERERIIZKE — Investments outside Hong Kong
(Ktztb) (note b) 7,595 1,924
12,715 10,456

Hiat - Notes:

a. 3Eim?i§ug++;+i‘ FE1R E R E R a. The unlisted investment savings plan represents
HEEHEKREASEABHB L HER an investment in a savings plan whose returns are
£ Eiﬁﬁaﬁ% —fEE EMR linked to a portfolio of marketable international
R B 2 — B AR ETT - FH funds. The savings plan was issued by a subsidiary
294 - WA AIA3AEAR o A& of a group of insurance companies listed in the
EITEEVDEY S HREBARMER USA and has a term of 29 years with an initial
WREBZFAEZINARIL - BE contribution period of 34 months. The Group
HEATEERRSEEREEGE intends to make contribution at least for initial
B E® 2 mERE - contribution period and holds 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.

b. BEREFIICELTRERR—HE b. The unlisted investments outside Hong Kong

WIRITRPBEEAEEM2RE -
ZAE TN A%%EZHTREXZK/J'X%/JEX
BEFfE  ARARESHAR/ER
BRI FEAERE -EFRR
BARBE _TTN\FR-_ZTTL
FTZA=+—HILFEFERE
B8 -

represent an investment in a local bank and an
education unit in the PRC. The investments are
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. In the opinion of the directors,
no impairment loss is required for the year ended
31st December, 2008 and 2007.
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20. 78 20. INVENTORIES

—EENE —ZTTLF
2008 2007
FET FET
HK$’' 000 HK$' 000
B Raw materials 68,033 67,994
R Work in progress 21,256 17,269
BEHFE k&K m Trading inventories and finished goods 9,389 9,160
98,678 94,423

21. EERE DEFERRED CONSIDERATION
—EENE —ZTTLF
2008 2007
FET FHET
HK$’' 000 HK$' 000
RERE Deferred consideration = 4,991

R-_ZETRFEF+-_A+HB A&
[ H & E 7 3togo Globalcom Limited
([3togo])) " —"RREBRERESF
MRz R BB AR EZEK
BRRESHRB 2 EERETE
VE=%  KER29,112,000/% T
HH2,911,2008 TN R & T - M
26,200,800/ 7T Bl B & B EARL & 9
THEB¥FEREIM-

WHE-FENF+-A=T-A1L
FEA - BLREZ R HEEH
%o

120< Kith Holdings Limited

On 15th December, 2005, the Group disposed of its
entire indirect equity interest in 3togo Globalcom
Limited (“3togo”), a company incorporated
in the BVI whose subsidiaries were 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 was to be repaid in five equal
half-yearly instalments starting from the date of

disposal.

During the year ended 31st December, 2008, the
final instalment of the deferred consideration was

fully settled.
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ERE=ZEZEFRAKREM 22. TRADE AND OTHER RECEIVABLES

FEWERM Sl & RFBARIE FROM THIRD PARTIES, DEPOSITS AND
PREPAYMENTS
—EBEEBNE _—TTLHF
2008 2007
FHET FET
HK$' 000 HK$' 000
JEWE 5 BRI Trade receivables 458,443 516,562
W AR Less: allowance for doubtful debts (17,149) (4,633)
441,294 511,929
E e Mg HR B Other receivables, deposits
e RIERRIA and prepayments 71,389 67,094
512,683 579,023
REEATHEESIEREFP Z2HRERTY The Group allows an average credit period of 30 to
F30BE£12081% « LN RRIEH 120 days to its trade customers. The following is an
ZEWE SERFMBREREEE 2K aged analysis of trade receivables net of allowance
e DT - for doubtful debts at the reporting date:
—EENE —TTLHF
2008 2007
FHET FH&T
HK$'000 HK$' 000
60H A Within 60 days 125,794 284,101
61—90H Within 61 — 90 days 118,740 27,484
90H M £ More than 90 days 196,760 200,344
441,294 511,929
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HEZ

22.

ZZNF+A=+T—HILFE

BUWE=FEZRAKRHEAM
FEUWERR - Sl & RFEN IR
(#&)
EEHHEZERE S FBEHERTS -
HEARAEEBE I ERIEREERT
$M¢Em%2ﬂ$(:§2t¢ o
F10% E15% 2 & FE F Kl HEFF
EMEFELI0% 2 FBFE)FTE -

EEMETAHERN  AREERAA
MEEFEEFFLEREERPE
EEZPREBREPAUEERE -
BEZEERBEDAEEEEHN®
AT o KB FE W E 5 BR R BE R B H3 77
ERE YHEARKZERIRRE
BEEFPTBRE ZERLCE -

AEEREBESEREHRDIEEREDLE
/419,073,000 L (ZE T £ F :
202,535,000/ 7T) 2 W FRIE - R
ERREIE  BEREEIWRELR
BHEEREE AEBVERZZER
FAECMNERD ZFEWKZ T
IREC /R237H (ZZEZ L4 : 348RH) o

o

122< Kith Holdings Limited

22.

For the year ended 31st December, 2008

TRADE AND OTHER RECEIVABLES
FROM THIRD PARTIES, DEPOSITS AND
PREPAYMENTS (continued)

No interest is charged on trade receivables which
are within the credit period. Thereafter, interest is
charged at prime rate plus 10% per annum (2007:
a fixed rate ranging from 10% to 15% per annum
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. Most of the trade receivables that are
neither past due nor impaired have good credit
rating and have good repayment history in prior

years.

Included in the Group’s trade receivables balance
are debtors with aggregate carrying amount of
HK$19,073,000 (2007: HK$202,535,000) 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 237 days
(2007: 348 days).
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22.

ERE=ZFEFRAKREM 22. TRADE AND OTHER RECEIVABLES
FEWBRFX ~ Rl € R T FR1E FROM THIRD PARTIES, DEPOSITS AND
(#&) PREPAYMENTS (continued)
EEHELHEBENERE ZERN Ageing of trade receivables which are past due but
BE# not impaired
—EEN\E -—TTLH
2008 2007
Tl THT
HK$’ 000 HK$' 000
61-90H 61 — 90 days - 6,864
90H M E More than 90 days 19,073 195,671
19,073 202,535

BENERE BKRRIAER T EA
SERFEELEZETP - BEEM
F AREERRLEEAZE A
ZEHRBOERLST 2EBUE - Bt
BATLH B RBEIE LR ERE - N
HEHRE W REBOFA -

The trade debtors that were past due but not
impaired related to customers that have good track
records with the Group. Management believes that
no impairment allowance is necessary in respect of
these balances as there has not been a significant
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.

SEERE S B Movement in the allowance for doubtful debts
—EENFE CZZTLF
2008 2007
FER FAT
HK$'000 HK$' 000
F AN EERR Balance at beginning of the year 4,633 1,700
FEMW AR 2R EE B Impairment losses recognised
on receivables 12,516 2,933
FIRE S Balance at end of the year 17,149 4,633

REBESEBANE YRS HIR
BEZEINE S8R A12,516,000%
T (ZZEZ+4 2,933,000/ 7T) °

Included in the allowance for doubtful debts
are individually impaired trade receivables with
an aggregate balance of HK$12,516,000 (2007:
HK$2,933,000) which has financial difficulties.
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23.

UL ERREZERARA
ttz P& U BR X
AEBETIOERR 2 BREHTHH
30HZEHTE - BV ERRE S
BERREMERERBIEERE S KR
FEER24,231,0008 L (ZEZLF -
24,049,000/ 7T) - BRAERZ BRI D
W

TRADE AND OTHER RECEIVABLES

FROM MINORITY SHAREHOLDERS

The Group allows an average credit period of 30
to 90 days to the minority shareholders. Included
within trade and other receivables from minority
shareholders are trade receivable balance of
HK$24,231,000 (2007: HK$24,049,000), and the

aged analysis of this balance is as follows:

—EENFE —ZTTLF

2008 2007

FET AT

HK$' 000 HK$’ 000

60H A Within 60 days 22,420 22,238
90H M E More than 90 days 1,811 1,811
24,231 24,049

£ 491,811,0008 L (Z 2 F
+F 1,811,000 L) RRE A B
BE - BAREEWAKRIEDREBBR
o AEBWARRZEERITEEM
R ZERBERZ FHRE R
90H (ZZEZT 4 : 90H) °

e A BRAR BRH D BR 51 491,376,000
T (ZEZ+4 :1,880,000/870) BE
B REWIRERFE (S -

124< Kith Holdings Limited

Included in the above balances of approximately
HK$1,811,000 (2007: HK$1,811,000) 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
(2007: 90 days).

The other receivables due from minority
shareholders amounted to approximately
HK$1,376,000 (2007: HK$1,880,000) which are

unsecured, interest-free and repayable on demand.
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FEWE K 24. LOANS RECEIVABLE
—EENF —ETEF
2008 2007
FET FET
HK$' 000 HK$' 000
FEUUE BB Fixed-rate loans receivable 157,640 79,842
FEUOZ BB Variable-rate loans receivable = 5,315
157,640 85,157
AEERKER I ERFE (EREH The range of effective interest rate (which are equal
ME)GEMOT : to contractual interest rates) on the Group’s loans
receivable is as follows:
—EENE —ETLF
2008 2007
HEREF = - Effective interest rate:
JEUE BER Fixed-rate loans receivable 6% - 20% 18% — 20%
EWT BER Variable-rate loans receivable N/A  Prime rate plus
TE A BB M E N
1.5%
N-_BEZL+HF+-_A=+—H B— As at 31st December, 2007, except for one
% 5 #2,500,0008 T2 JEWF B E variable-rate loan receivable of HK$2,500,000
RE—IEYE 2 FE D HIERKR that is secured by legal charge on a property, no
SN - B AR T IR BRET AL E R other collateral agreement had been entered into
HompE AEEEELSEEFK in respect of the remaining loans receivable. The
#ﬁ%fﬁﬁﬁumu . F%;EFEH&E?}(@J HA RS 2 30 Group has no right to sell or repledge the collateral
AR BE B e until the borrowers default the settlement of loans

receivable when it is falling due.

RZZFEENF+ZA=+—H " #iE& As at 31st December, 2008, no collateral agreement
MERERT L ERRGE - FTEE has been entered into in respect of the loans
WEFHEREER R —FNEE - receivable. All of the loans receivable are due for

repayment within 1 year from the balance sheet

date.
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24.

EWE K (&

EHHERTIAZN  AEEEA
—ENBEETERFIETREE
BRAZEEEERASRERAL
SUEERE - ERANEERE T A

EIEETE AT e

AEEBEWERTREEDLER
96,153,000 L (ZTZT+F : #) ¥
B NRERABEIE  BAEE
WRIEHREEBEE AEELE
RZERWERFEEMERS -

REEBR BRERZEEEERR
- EHEME AREEERLE
BEREH AUt BEAREBEREN
EHRERE MREERREWEZ
EEHREER -

126< Kith Holdings Limited

24.

For the year ended 31st December, 2008

LOANS RECEIVABLE (continued)

Before granting loans to outsiders, the Group uses
an internal credit assessment process to assess the
potential borrower’s credit quality and defines credit
limits by borrower. Limits attributed to borrowers

are reviewed by the management regularly.

Included in the Group’s loans receivable are loans
with aggregate carrying amount of HK$96,153,000
(2007: Nil) 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 loans receivable.

The loans receivable at the balance sheet date have
good credit quality. Management believes that
no impairment allowance is necessary in respect
of these loans receivable as there has not been a
significant change in credit quality and the loans
receivable that are past due were fully settled after

the balance sheet date.
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26.

HEESRKRE 25. HELD-FOR-TRADING INVESTMENTS
RIEEERERRE Held-for-trading investments comprise:
—EENE —ZETLF
2008 2007
FTET FET
HK$'000 HK$' 000
%S Listed securities:
—REB LT ZBRAEFES — Equity securities listed in
Hong Kong 17,247 14,594
—REMME £ - Equity securities listed elsewhere
BRAF S 1,824 -
19,071 14,594
Hitt B B EE 26. OTHER FINANCIAL ASSETS
—EENE C—ZETLF
2008 2007
TET FET
HK$'000 HK$' 000
BRI FBHFEEER Structured/securities linked deposits
(HieEi) (note i) 9,984 -
EEIEINERBED Structured foreign currency forward
(Bt &ii) contract (note ii) 14 -
9,998 -
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206.

HiMBEE (&)

At

(i)

ZG IR EHFEHATR
R EREBIETIEAFET AR
myEMIBAE W& EERD
ZHHEREERAEZZFBTZ
TEEERE - BRFEREEE (A
—ETEHE-AZE-A)NEESR
BLETIRGEE - MigERH 2K
TESRIHAZEEER A&
= A & U B fF 3RS € %81,050,000
3 7t 128,000,000 7t WA K B E
ZHB 2B (FNERF25%F
32.25% %) - ZE S ENEHEA
BRAFEE -

R-ZZNEFE_A=-+NHB AR
B —RBITFI L — DA+ (@
RZZEL/ B R ERBEY
(TREYEH) - BEBEEHEH &
REARMBEZET HBTREE
EBRRERITERE - AIARRZA
AT {EE7.738 ([116E(E]) Mz R
778 A7,000,000% T HE7T,/
7 TR B R 5 R 8% 77.0001E
ERITERE  ARFRARSEISA
BITEEMFZRTTE A21,000,000
EL - HEL/ BTHEEERER
7.000 AARREEEBHBETE
B 1H % $R17 B A21,000,000% 7T &
H#&MN S5 8B RIZ7.0002 &%=
BEBEETEL THRRT - BHPE
HzEENBEA-_ZSENFNA
—H mmEeISHEA-ZETAEF
=HZH-

Kith Holdings Limited

For the year ended 31st December, 2008

26. OTHER FINANCIAL ASSETS (continued)

Notes:

()

(if)

The amount represents structured/securities linked
deposits which are financial assets designated
at FVTPL upon initial recognition and would be
settled by delivery of designated Hong Kong
listed shares using pre-determined prices at the
maturity dates of the deposits (i.e. January to
February 2009) if the closing prices of these
designated shares fall below the pre-determined
prices at those dates. If the closing prices of
these designated shares are higher than the pre-
determined prices at maturity, the Group would
receive the entire principal amounts of the
deposits of US$1,050,000 and HK$8,000,000,
respectively and cash with pre-agreed interest
amount ranging from 25%to 32.25% per annum.
The amounts were measured at fair value at the
balance sheet date.

On 29th February, 2008, the Company entered
into a 12-month USD/HKD Ratio Par Forward
Contract (the “Forward Contract”) with a bank.
According to the Forward Contract, the Company
is obliged to buy US$7,000,000 from the bank
at the strike price of 7.738 (”Strike Price”) if
the spot foreign exchange rate of USD/HKD on
each monthly expiration date is above or equal
to the Strike Price, if the spot foreign exchange
rate of USD/HKD is above or equal to 7.000 but
below the Strike Price, the Company is obliged to
buy US$21,000,000 from the bank at the Strike
Price on each expiration date. If the spot foreign
exchange rate of USD/HKD is below 7.000, the
Company is obliged to buy US$21,000,000 from
the bank at the Strike Price and then sell the same
amount to the bank at 7.000 on each expiration
date. The first expiration date of the Forward
Contract is 2nd April, 2008 and last expiration
date is 2nd March, 2009.
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206.

27.

28.

Hiht B EE (& 26.
REFEDREERRIINEB L GE
AiErTEE  EPATFEDNRSHF
BEBEET ZEEHFEUNZEE
REREREZE  DEREERLED
M RBABBEMMAGAEZER -
R-BEENF+-_A=+—H0 H#
W8 & B 2 N F1EE5 185,134,000/ 7T
ZETLF B ERGREREKRE

7
7 e

IRITHEBRRERES 27.
RITEHRERBASBEAEERFAZ
BehREINPEAE=RBMANUNTZ
RERITE R - RITHE B R EERTT
GFHIENT0.00%E1.70% (=ZFF

+F 1 0.00%F2.75%) 2 T HFIE5T

8 o

EAE ZRANREMESER 28.
B

TA

ENESERFALREMENERBE

BB 5 B8R 51,891,000 7t (=&

Z + 4 : 295,005,000 7T) & E T
F1512,481,0008 L (Z2EZ £ F -

39,265,000/ 7T) + MR 2 BR ik 5 47 U0

OTHER FINANCIAL ASSETS (continued)
The fair values are determined based on the
valuation carried out by an external independent
valuer in which the fair values are determined
in accordance with Monte Carlo Simulation, a
valuation method which estimates a probable
outcome using multiple simulations with random
variables, including the prices and volatility of the
stocks as inputs, at the balance sheet date. As at
31st December, 2008, the fair value loss on other
financial assets of HK$5,134,000 (2007: Nil) is

recognised in the consolidated income statement.

BANK BALANCES AND CASH

Bank balances and cash comprise cash and short-
term bank deposits with an original maturity of
three months or less held by the Group. Bank
balances and short-term bank deposits carry
interest at market rates ranging from 0.00% to
1.70% (2007: 0.00% to 2.75%) per annum.

TRADE AND OTHER PAYABLES

Included in trade and other payables are
trade payables of HK$51,891,000 (2007:
HK$295,005,000) and bills payable of
HK$12,481,000 (2007: HK$39,265,000), the aged

analysis of which is as follows:

T
—EENFE —ZTTLF
2008 2007
FHExT FETT
HK$’000 HK$' 000
60H A Within 60 days 40,209 269,598
61—90H Within 61 — 90 days 3,302 56,966
90H M £ More than 90 days 20,861 7,706
64,372 334,270
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29. fBE 29. BORROWINGS
—EENE —ZTTLF
2008 2007
FET FAT
HK$’' 000 HK$' 000
BITER Bank loans 241,590 234,927
=T IE B Trust receipt loans 407,139 195,944
648,729 430,871
B HEH Secured 65,316 64,144
7 4 R Unsecured 583,413 366,727
648,729 430,871
FEEERMEE Carrying amount repayable:
—FRHAEEE On demand or within one year 563,981 313,071
—FLA L ETEBWRE More than one year, but not
exceeding two years 20,680 33,467
MENAE - BTBBAF More than two years but not
more than five years 64,068 84,333
648,729 430,871
W —FREE Less: Amounts due within one year
FMER BB E shown under current liabilities (563,981) (313,071)
—F1& 2| H Amounts due after one year 84,748 117,800

RITEREIEL74,068,0008 L (=F
T4 1 52,384,000/ 70) BN —FR
BEZEBER WER-ZZTTNF
TZA=+—HNT54%E82%2E
BEMEFB(ZETLF :54%F
5.8%) °

130< Kith Holdings Limited

Bank loans included fixed-rate borrowings
repayable within one year of approximately
HK$74,068,000 (2007: HK$52,384,000) which
carry effective interest rates ranging from 5.4% to
8.2% (2007: 5.4% to 5.8%) per annum as at 31st
December, 2008.
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29.

B8 (&

AN - REBEHFBHEE 167,522,000
BT (ZEZT 4 :182,543,000%
7T  ERPBARBITEEZEAR
B 290%MELFBRITRER
BEM0%ETNI%H R (BRZFT L
F - AHABEARRITHEZEARER
HY 2 90% FI| & sk BB R 1T R E 4 20
09%Z13%2MEFHE) - RZEZT
NF+ZA=+—R0 BEBRFHNEXA
49%FET 3% (ZZEZTELF :49%F
71%) o FIXREGASEER -

EEREER—REGHIEERBH
REFANEAREE  RBETMSAE
AR ERBBEERZ FHERER
R B1A%NE69% (ZTT L F
43%%E59%) °

fe=]

29.

BORROWINGS (continued)

In addition, the Group has variable-rate borrowings
of HK$167,522,000 (2007: HK$182,543,000),
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 1.0% to
1.1% (2007: 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 rate was 4.9%
to 7.3% (2007: 4.9% to 7.1%) per annum as at
31st December, 2008. Interest rates are repriced

monthly.

Trust receipt loans are normally repayable within
six months of the date the loans were raised and
carry prevailing market interest rate. The average
effective interest rate on trust receipt loans is
approximately 1.4% to 6.9% (2007: 4.3% to 5.9%)

per annum.
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B8 (&

REEN AEBRBRIBITERET
EEREASEAGEEREZEX
Bk BGR RZZTZENF+ZA
ST BEBETERZEBER
19,433,000 T - AR AIEFEHE L
MEBEBANEEERA  WEREH
RITEFAXKERBER - BAHR T
ENF+ZA=+—HHERERW
ZoNEEH BHREBERATH
ERBEERAKERZERN  BMZE
EXRBE_TENFF+=_A=+—
HIEFEZHREMBBRRAGEAN
A HENREAMB®REAH
RIE - ARDEETH - KRAFESE
BELEEEERAZAKTEBRK
WER R - RNEMBERT  EH
ERANERANKEEER  ARAE
EEEERHEMRMERE  BRT
EHAREFBCEERRE -

132< Kith Holdings Limited

29.

For the year ended 31st December, 2008

BORROWINGS (continued)

During the year, in respect of bank loans with a
carrying amount of HK$19,433,000 as at 31st
December, 2008, the Group breached certain terms
of the bank loans, which are primarily related to
the debt-equity ratio of the Group. On discovery of
the breach, the directors of the Company informed
the lenders and commenced a renegotiation of the
terms of the loans with the relevant banks. As at
31st December, 2008, those negotiations had not
been concluded. Since the lenders have not agreed
to waive its right to demand immediate payment
as at the balance sheet date, the loans have been
classified as a current liability in the consolidated
financial statements for the year ended 31st
December, 2008. Up to the date of the issue of the
consolidated financial statements, the negotiations
are still in progress. The directors of the Company
are confident that their negotiations with the
lenders will ultimately reach a successful conclusion.
In any event, should the lenders call for immediate
repayment of the loans, the directors of the
Company believe that adequate alternative sources
of finance are available to ensure that there is no

threat to the continuing operations of the Group.
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30. IRIEMIA 30. DEFERRED TAXATION
UWTAEBAZTEREHRBEEENR The following are the major deferred tax liabilities
BE UERREREFET - and assets recognised and movements thereon

during the current and prior years:

nE BER HEHELT
REBERE  NMBERERE  ZRIREN RERE At %
Revaluation

of property,  Accelerated  Undistributed

plant and tax earnings of PRC Tax
equipment  depreciation subsidiaries losses Others Total
TiEn ThEn ThERL TERL TR TR
HK$" 000 HK$ 000 HKS 000 HKS$' 000 HK$' 000 HKS 000
RZZT+E-A-H At 1st January, 2007 11,023 10,702 - (2,738) 2,285 21,272
ERRGARERAR Charge (credit) to the
(M) consolidated income
statement for the year 23 3,734 - 699 (79) 4377
ERRRENR Charge to equity for the year 4,033 - - - - 4,033
R-E5+E At 315t December, 2007
TZA=1+-A 15,079 14,436 - (2,039) 2,206 29,682
ERRGRNERTR Charge to the
consolidated income
statement for the year - 781 3524 196 169 4,670
RE=28FH Attributable to a change
in tax rate - - - 17 - 117
R-ZENF At 31st December, 2008
+ZAz1+-H 15,079 15,217 3,524 (1,726) 2,375 34,469
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30.

EIER B (.

REERERZ2IIME & TBL
REAERBECEHY - UTAE
8115 R A 2B AT BUR R B T -

DEFERRED TAXATION (continued)

For the purposes of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

—EENFE —ZTTLF

2008 2007

FHET FHET

HK$’000 HK$' 000

R IE B & Deferred tax liabilities 35,299 30,469
EERIBE E Deferred tax assets (830) (787)
34,469 29,682

RZEZENF+ZA=+—H =&
SE 2 AREAHIAEIE /15,003,000
BT (ZET L F :27,376,000%
70) » Al VR EE R R s A o R E Y
THEE,726,0008 L (ZE T F ¢
2,039,000 7T) E s Z KB AN IE
& 10,017,000 T (ZE T+ :
25,102,000/ 7T) M fE H #3 o B R
REETER BB A - BARARBRTH
15 /B 184,986,000 T (ZF T L F -
2,274,000 0) MRIEEREEE °
IR R A MR B AL oS o

REFEHFVE - KFEMBARE
“EZENF-A-BRARIUSEN P
ERZBREBAHNENHR - B AE
=2 B BB R R 2 R 0k 2 N 1R
EIEFL IR - A A8 AT R 8 2R
BERE -NEER  AEEHEMH
JB 2 7] A R R B BB TR 2 R 0k
BN M EEH) /427,000 T (ZFTET+
FE)

134< Kith Holdings Limited

At 31st December, 2008, the Group has unused tax
losses of HK$15,003,000 (2007: HK$27,376,000)
available for offset against future profits. A
deferred tax asset amounting to HK$1,726,000
(2007: HK$2,039,000) has been recognised in
respect of HK$10,017,000 (2007: HK$25,102,000)
of such losses. No deferred tax asset has been
recognised in respect of the remaining tax losses of
HK$4,986,000 (2007: HK$2,274,000) due to the
unpredictability of future profit streams. Tax losses

may be carried forward indefinitely.

Under the New Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by PRC
subsidiaries from 1st January, 2008 onwards. Deferred
taxation has been provided in respect of the undistributed
earnings of the Group's PRC subsidiaries to the extent
that such earnings are estimated to be distributed in the
foreseeable future. At the balance sheet date, the aggregate
amount of undistributed earnings of the Group's PRC
subsidiaries in respect of which the Group has not provided
for dividend withholding tax amounted to approximately
HK$427,000 (2007: Nil).



RERBWE

Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

31. R 31. SHARE CAPITAL
BAEE ¢ 5
Number of
shares Amounts
FET
HK$'000
SREE10B T Em Ordinary shares of HK$0.10 each
ETE Authorised:
R-ZZEZ+F—A—H At 1st January, 2007,
“EELFRNZEENF 31st December, 2007 and 2008 1,000,000,000 100,000
+-A=+—H©
BEIRER Issued and fully paid:
RZZEZ+F—-A—H At 1st January, 2007 267,693,600 26,769
B MR G Shares repurchased and cancelled (6,240,000) (624)
RZEELFR At 31st December, 2007 and 2008
“EEN\F+-_A=+—H 261,453,600 26,145
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31. BRAE(#) 31.

RBE-_ZTT+tF+=-_A=+—8
IEFEE R ARA B FTiE B
6,240,000/ T X EE0.10%8 7T 2 &
WA - 42K (B 516,458,480/ Jr (1N
T)  ZFEEZ RGO EBGETH -
TR 2 EEERIIAEAREDRH
B mMEKREERB NP -

SHARE CAPITAL (continued)

During the year ended 31st December, 2007, 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.

e A5 BRERK0.10E T
ZBERHAE & ENERE

Month of Number of ordinary Aggregate
repurchase shares of HK$0.10 each Price per share consideration paid

BS RIE

Highest Lowest

BT BT FET

HK$ HK$ HK$' 000
—ZTTHFNAR 110,000 2.50 2.20 248,720
August 2007
—TTLFNA 5,050,000 2.72 2.60 13,390,960
September 2007
ZETLFTA 1,080,000 2.61 2.61 2,818,800

October 2007

AEEAN BECAARFZHNER
AEE  HEXBETAARR LT

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

during the year.



mEBREBWE
Notes to the Consolidated Financial Statements
HE-ZZT)\F+=-A=+—HILFE For the year ended 31st December, 2008

32.

/|

URGOAERZNRRS

BREARAR_ZZT_FRATH
BRETZERABFAE  KARARMY
Bt a ([Zat8))  &etdlz
TEEMNREEL2EESAKEM
EZ BRI FIRHE 2R - X KR —
E-_FRAtTMEHER - RIEZXF
g ARFREFEURAARBMBE
= (BRBEIFFATER) MAKEE
MEE/ REBEE UREEFETE
REMBEKATREAEBR 2 ER R
BRELERMZENSEER TER
- URBARRRMD

BIBZTEF L 2 BB RE 2’
DB THEBEANQRTRE T
P& 210% B FAEMMEA Z B E
ARBIBRHOEKE TEBEBARA
ERFCBEITRANZ21% °

ERTFZERECANKHB LG
30R M BB NSHER
1B - BREATRELARERH
B +FEmz B PEAERAKRET
E-REBERXRLBRER EFg7
BERETERRITEE - FTEET
BIRTI=F 2P &RE (RO
BRRERDBHAEBRH 2 WHE:
(iR ERERL AR AERS
BB A2 FHWTE  RiHm
1A °

32.

SHARE-BASED PAYMENT
TRANSACTIONS

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 of
Directors of the Company 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 of Directors
as having contributed or may contribute to the
development and growth of the Group to subscribe

for 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 of Directors 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;
(i) 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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3. UBHBERIAZXS 32. SHARE-BASED PAYMENT

(1& TRANSACTIONS (continued)
EXNBEZHEABRIAATNEER Details of the share options granted under the
AEEETRE BB ER RS> Scheme to directors of the Company and certain
BE BT employees of the Group and movement in such
holding during the year are as follows:
RZBENE
-B-H

RoBRLE  BECERLE RoBENE
-f-B fTZBZt-BL t=A=t-B

REBE GEENHE TEEY  BROEE HAGE  EEACRHE HATE
Outstanding
as at
Granted 1st January,
Outstanding during the 2008
Exercise asat year ended and
price per 1st January,  31st December,  31st December,
Date of grant Vesting period Exercisable period share 2007 2007 2008
i
HKS
g% ZETLE SLENAZTNR NEZRZTN\BE 2673 - 1,500,000 1,500,000
MNAZTNB EZESAS-ACTHA ZEEAENACTLA
Directors 28th August, 28th August, 2007 to 28th February, 2009 to
2007 27th February, 2009 27th August, 2009
B2 ZETtE ZERtENRCTN\RE ZETAECZAZTNAE 2673 - 700,000 700,000
NEZT/R ZEENE-ACTEA ZREAENACTLA
Employees 28th August, 28th August, 2007 to 28th February, 2009 to
2007 27th February, 2009 27th August, 2009
- 2,200,000 2,200,000
RZEBEZELEFNAF+NEBHER On 28th August, 2007, 2,200,000 options were
2,200,000f0 g - — T T L F N\ A granted. The closing price of the shares of the
ZHNBAERBABRH 2T EAEER Company on 28th August, 2007 was HK$2.31
2318 L - ERB ZEREZHFTA per share. The estimated fair value of the options
1A /566,457 TT granted is HK$566,457.
NEFRN  EEIREETE  SEH No share option were exercised, cancelled or lapsed
LR o during the year.
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32.

LR AERZNARRS
(#&

HEANFETIRA -ERETBEN
o mBENIRM 2 ABUEIT ¢

o

32.

SHARE-BASED PAYMENT
TRANSACTIONS (continued)

These fair value is calculated using the Binomial

model. The inputs into the model are as follows:

R-ZEZRLF For 2007

BHZERE option granted
DN #E I 145 B (B 231 T Weighted average share price HK$2.31
1T {8 2.673% 7T Exercise price HK$2.673
I8 HY O iR 31.90% Expected volatility 31.90%
TE HAHA PR 24 Expected life 2 years
4 [ [ R 4.036% Risk-free rate 4.036%
JEHRZE B R 533% Expected dividend yield 5.33%

BHREIREARARERNBER
FRZRBEE - ZBRA 2 AR
EREEEERTATERE  AITRE
REIRITRERZZEMBFTMAR -

HE_ZTN\F+_A=+—HIF
B AEBERARAR_ZTLF
NAZTN\BEHzERERRE
il X #)378,0008 7L (Z 2T L F -
126,000 7T) °

BRMZ AR EERDE RS
BIREZDTE S E RSB
AFEFMRAZ R ERBRGRES
T2 R BRE BE RS
ETTBBRZEETRATES -

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, exercise restrictions and behavioural

considerations.

The Group recognised the total expense of
approximately HK$378,000 for the year ended 31st
December, 2008 (2007: HK$126,000) in relation
to share options granted by the Company on 28th
August, 2007.

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.

Annual Report 2008 >1 39



HmEERBME
Notes to the Consolidated Financial Statements

HE-FF/\F+-A=+—BLFE

33.

GRS
CEERESLRFERGESDETBRER
MR RBEZHBRARRETEA
B2 AR RAD - BRBREENT D
BB BIAMR YL - RIBEIPEARHK
MBESINEARELEEAHIE I ZRE
HERSERBAREZRE  ZEE
ERESUREEMRNFREZXH
ZEEMBRARZER MEFHES
81 7] P 1 1 8 &5 18 S AR VR IR ek S Y
BRARZENR -

Hif@E @O iEmNThBEEEXEH A
BAMBEAR TUERMez bEHRE

o

k>

BARBEEDEE-NANFETEE
EEER HEBZMBARZ KN
EESEANRBRETHBIKEMRT
ZEOEEMRE 2 EHE

BARBEOREIHRARBREER R
AL SRR T ZE A 2 B BTN E ER

oo
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33.

For the year ended 31st December, 2008

RESERVES

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.
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34. ACQUISITION OF A SUBSIDIARY

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 had been accounted

for using the purchase method.

The net assets acquired in the transactions, and the

goodwill arising, are as follows:

SREERDQFE

Carrying amounts

and fair values

FET
HK$' 000
(K1:z)
(note)
Frii s 2 & EFME Net assets acquired:

mE - BEREE Property, plant and equipment 1,878
FE Inventories 3,025
fE U E 5 BR 7k I B 4th FE UG BR X Trade and other receivables 1,776
RITEBRLIES Bank balances and cash 216
FEE 5B 3k I E A FE S BRFX Trade and other payables (3,930)
IRITER Bank loans (233)
2,732
DB R S Minority interests (1,052)
R iE18) Goodwill (note 18) 2,605
4,285
NReZ R BRE Total consideration satisfied by cash 4,285

WHSFTE 5 € 2 P8 Net cash outflow arising on acquisition:
ENBEERE Cash consideration paid 4,285
BAZREeRASEEY Cash and equivalents acquired (216)
4,069
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34.

W —XNEB AR (&

HE-_TTtLF+-A=+—HLIF
ERRKEBREAZREM - WAl
= BHEBR A 7] 3 7R 5 B A KOs A 9
B E B 416,717,000/ 7T 223,000/

JC ©

WEMEE ZHERERAEEERN
MHHEEMZIBHBNESN UK
EHIR R 2 & L2 R R

HKER —TTLF—A—ARK

AYEE—_TT+tF+-_A=+—H
IEFEZ EBBWA K T i 5 5l
h03,343,0007% 7T }245,000/8 7T © B %
BHEMH2E  MARMBERTMIEK
ﬁﬁ%lﬁ%:%?ti—ﬂ—aﬁﬁk :
REBEREED 2 M LR
IRIEFE R KRR -

ﬂ
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34.

For the year ended 31st December, 2008

ACQUISITION OF A SUBSIDIARY
(continued)

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 acquisition been completed on 1st January,
2007, total group 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 at the time of
acquisition approximated to their fair values.
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35.

KERE 35. OPERATING LEASES
AEBEARAEEA The Group as lessee

ER - BEKLBASRBAEH A
2 &IERBERIBELA1,532,0008 7T
ZET A 1 428,0000870) ©

REER  AEERUTHEERZ
R BB & & A B AT 2 R

Minimum lease payments paid under operating
leases in respect of office premises during the year
amounted to approximately HK$1,532,000 (2007:
HK$428,000).

At the balance sheet date, the Group had

commitments for future minimum lease payments

HEMEFRBERAT : under non-cancellable operating leases which fall
due as follows:

—EENFE —ZTTLF
2008 2007
FHERT FAT
HK$' 000 HK$’ 000
—FNR Within one year 1,433 1,464
F_EERF(BEEEMSE) In the second to fifth years inclusive 1,878 2,703
iR N F Over five years 1,477 1,817
4,788 5,984

REMEXHEARAEEREETHRA
RN ZEE  BONEERE
BREEI15FATE - HEHRMZAS T

REBEEREBEA
RBE-FRN\GE+-A=t+—HI
FE - AN B E BT )R B R i
BHESBA(ZZEZT A : 1,086,000
BIT) - TR ERERE REEE R
—ETt+F+-A=t+—BHE-

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

the lease period.

The Group as lessor

No leased rental income was earned by the Group
for plant and machinery during the year ended
31st December, 2008 (2007: HK$1,086,000) as the
related plant and machinery were disposed of at
31st December, 2007.
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36. EAKIE

36. CAPITAL COMMITMENTS

—EENF —ZETLF
2008 2007
TERT FHET
HK$’' 000 HK$' 000
WHEBEEEY Capital expenditure in respect of
BEARMRXZ  BETRE the acquisition of tangible assets
RIRGREIRE BE contracted but not provided in the
consolidated financial statements 7,071 684
RBAHEEREZRE Commitment for future aggregate
HEFEMEN 2 REK minimum premium payments under
SIRRE BT RE an investment savings plan in respect
of available-for-sales investments
—F R Within one year 6,240 6,240
B In the second year 4,160 5,200
10,400 11,440

37. EHEE

37. PLEDGE OF ASSETS

R-ZEZENF+_A=+—H K& As at 31st December, 2008, certain of the

EAREEA /562,929,000 L (=%
T4 54,522,000 70) 2% THE
REMAAENRDEIRTRT ER
REEBMBRITEEZRE -
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Group’s buildings and prepaid lease payments
with an aggregate carrying value amounting to
HK$62,929,000 (2007: HK$54,522,000) were
pledged to banks for banking facilities granted to
the Group.
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38.

RIKERIFTE

AEBERFBEAGEKRZEARER
B—EEGIEAERE - &iTEZ
BEFRAEIEAZRGZES  BX
SECEESREE - ZitElBAE
EREEREFEBRESHRY% &
%9 F1,0009 7T °

EHBEREEK B RRHEAESM
—EBRBEE TR EATRE, 5
HFGRRTE - WEKREE ZEAH
©220%E23% 5% - WA BRIKE
B AEERRAKBANFEZE
FEAEHEEHRK -

REER - WERESBHIEHNK
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38.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong.
The assets of the schemes 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 to a maximum
of HK$1,000 per month, which contribution is

matched by employees.

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 schemes before they were
fully vested in the contributions and which were
available to reduce the contributions payable by the

Group in future years.

Annual Report 2008 >1 45



HmEERBME
Notes to the Consolidated Financial Statements

HEZZZN\F+=-_A=+—HIFE For the year ended 31st December, 2008

39, BEALIRS 39,

AEEEFANEBEALETZIRS

RELATED PARTY TRANSACTIONS

During the year, the Group had transactions with

m related parties as follows:
BEALER REMHE —EENE CZTTLHF
Name of related parties Nature of transaction 2008 2007
FTHERT FAT
HK$’000 HK$' 000
EmeEBBEmAMEE (A7) AEEEfNZES 100 100

Finance Bureau of Zhaotong

City, Yunnan Province (note)

Rentals paid by the Group

Mt EEEABETYRENEEBREA
EEEARAR(ZEHRBEE
BB ZEEEMN EWWRBAE
EEBAAQBZ —BMBARZ
30% R HE -

FTEEBABZHE
FRA EZRTIEEEEBZHMKE
ST

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.

Compensation of key management personnel

The remuneration of directors and other members

of key management during the year was as follows:

—EEN\F ZTTLF

2008 2007

FEx FH&T

HK$'000 HK$' 000

5 HIE A Short-term benefits 3,926 3,516
REBIREN Post-employment benefits 36 41
AR BETE 2 R Share-based payment expenses 257 86
4,219 3,643

EENTBETHRABZHFHAFTME
BEefEREMALTZRARTSE
ZMmEE °
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The remuneration of directors and key executives
is determined by the remuneration committee
having regard to the performance of individuals and

market trends.
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KAz EEEBER 40. BALANCE SHEET OF THE COMPANY
RARRIRNBHEERZEERBERUE The summarised balance sheet of the Company at
N each of the balance sheet dates are as follows:
—EENE —ZTTLF
2008 2007
FHET FAT
HK$’ 000 HK$' 000
BE Assets
NG A Interests in subsidiaries 308,592 265,559
E e g R Other receivables, deposits
e RIERRIA and prepayments 676 1,210
RITEBRLIES Bank balances and cash 195 300
309,463 267,069
=K Liabilities
b & FR0R Other payables 1,360 1,129
FETHI B A R ZRIB Amounts due to subsidiaries 176,151 128,763
177,511 129,892
131,952 137,177
B A % f 4% Capital and Reserves
fi& 2 Share capital 26,145 26,145
&t (W az) Reserves (note) 105,807 111,032
131,952 137,177
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40. BALANCE SHEET OF THE COMPANY
(continued)

/Zﬁit‘f - Note:

40. ARFzEEREBR(A)

RARERE ROEE RAB% BRERE  REEN &t

Capital Share
redemption Share Contributed options Retained
reserve  premium surplus reserve profits Total

TAT TEL TERL TATL TEL TEL
HK$" 000 HKS$' 000 HK$"000 HK$'000 HKS$' 000 HKS$' 000

WZEE+E-A—H At 1st January, 2007 - 90,049 29,509 - 9,393 128,951
REFRF Profit for the year - - - - 30,362 30,362
ENRE Dividends paid - - - - (32,573  (32,573)
R Rt R Shares repurchased and cancelled 624 - - - (624) -
BEED 2 HE Premium on repurchase

of shares - (15,834) - - - (15,834)

RURREE R Recognition of equity-settled
RERZ A share based payments - - - 126 - 126
WZZTLFFZA=F—H At 31st December, 2007 624 74,215 29,509 126 6,558 111,032
RERRT Profit for the year - - - - 33,615 33,615
BERKE Dividends paid - - - - (39,218) (39,218)

BRURTEE R Recognition of equity-settled
BER A share based payments - - - 378 - 378

RZFFNET-A=1—H

At 31st December, 2008

624 74,215

29,509

504

955

105,807

NRAB 2 BHRATIIEKith LimitedZ &7 4
BRRESHEAARBAERAZEEBERE
RAIE—NNNFETEESEHEERER
THEBKEmMETZARRRD ZEEM
HEE

ﬁ}fﬁgk NN—F R F i“(%f
) ARRZEBHARBEAHIIK -
[l $A A& T ﬁ/RTT\TLA/a%ZQﬁ%
RN 2 FIAS RSOR AR SSE R E R/
i

(a) i A8 2 ) & R S AR IR A PR B AR DK
EEIHBEN 2 RE &

b) MHAEZTEREEOAEE
5 BBARAREAREEL R
A
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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:

(@) 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 and its
issued share capital and share premium account.
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41. PARTICULARS OF PRINCIPAL
SUBSIDIARIES
Particulars of the principal subsidiaries of the

Company at 31st December, 2007 and 2008 are as

follows:

BRTRAR
EERRE
ER L
Issued and

fully paid ordinary

share capital/

registered capital

Percentage of issued/

registered capital

BRT/HRREEIL FTEEH

Principal activities

AR/ HWE  AREER
DA
Held by Attributable
the Company/ to the
subsidiaries Group
% %
REBLBEADA G 9,380,000 7L 72 66 EIRIRRERKER
BRAR (K1)
Anhui Qiaofeng Package PRC US$9,380,000 Printing and manufacturing
Printing Co., Ltd. (note 1) of packaging products
REER XA G 2,500,000% 70 80 80 EIRIRBERKER
BRAR (M)
Harbin Gaomei Printing PRC US$2,500,000 Printing and
Company Limited (note 1) manufacturing of
packaging products
BREEERAT & 4B 100 100 REHBRS
Kith Credit Limited Hong Kong HK$4 Provision of
financial services
BRETERAT BB 48T 100 100 NHETER
Kith Electronics Limited Hong Kong HK$4 Distribution of
electronic products
Kith Limited RERLEE 4K 100 100 BERK
BVI US$4 Investment holding
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41. TEMBRARIZER (&) 41. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)
ERTRAR
ERAL/ LERRE/
WEARER BB dRA BRT/EMBEAEIL FEEHR
Issued and
Place of fully paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
AR/ HWE  AEEER
DEAME
Held by Attributable
the Company/ to the
subsidiaries Group
% %
BRERERAT BE 4ET 100 100 AEERAREHBRS
Kith Resources Limited Hong Kong HK$4 Provision of financial

services to group

companies
BREEERAR &b 48T 100 100 DHEEMER
Kith Supplies Limited Hong Kong HK$4 Distribution of

miscellaneous products

MEBEMERAR 30 6,249,007 T 637 637 EMERZRH RHE-
TERHE
MiniLogic Device Hong Kong HK$6,249,000 Design, development,
Corporation Limited production and sales of

integrated circuits

EHEReROR E 18,000,000% 7 60 60 HRREERKER
BRERAR (Hz1)

Yunnan Qiaotong Package PRC US$18,000,000 Printing and
Printing Co., Ltd. (note 1) manufacturing of

packaging products
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41. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

BRATRAE
HRMAL/ EERRE/
WEARER BB dRA BRT/EMBEAEIL FEEHR
Issued and
Place of fully paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
ARF/HE  AEEER
REAMFE
Held by Attributable
the Company/ to the
subsidiaries Group
% %
ERTRIFONaEER G AR #%7,500,000 60 36 HRIRHERKER
BERR(MH2)
(note 2) PRC RMB7,500,000 Printing and manufacturing
of packaging products
REMEYINERRA E A #6,200,000 100 60 HRRREERRER
(Hi#2)
Zhaotong Xingiao Printing PRC RMB6,200,000 Printing and manufacturing

Co., Ltd. (note 2)

ARAIEEFAKith Limited 2 # 2 ©
i 2 BT H b 25 1 A A R R

’A -

Wit -

(1) mEAFAY
BAELE -

@  mEAA
A -

IRNAPBEKILZHINE

RNRBIK 2 BREE

of packaging products

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) These companies are limited liability companies
established in the PRC.
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41, FEWBRATZER (B)

TR ENBRAREFREREFANMT
B R B AT 2 EIEE S ©

R EEARREIZZELARER
FEXEIBRAEEFREEETF
BXEHBNZARFMBLRA - EF
BE - mEINEHMEBRRZFHE
SEERBRITEK -
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41.

PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

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 particulars of excessive

length.
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