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In collaboration with its suppliers to develop innovative technologies and ad
for the enduring efforts of its staff who are working and well trained

will extend its business network further so that the Company will sustain and strengthen i
with its partners.
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Financial Highlights

—T-ZEEREERXBEASCRERE
2010 GROUP'S TOTAL TURNOVER BY CATEGORIES

29.1%
70.9%

. BEHORIEE  Package printing business 29.1%
BIE Tobacco 87.6%
L Pharmaceutical products 5.4%
ik Wine 5.1%
Hit Others 1.9%

) DHER Distribution business 70.9%
SHEGEK  Distribution of television

HBER business-related products 34.8%
A#HEMEF K Distribution of other electronic and

EBER related products 61.0%
SREHERF X Design and sales of integrated circuits

HE 4.2%

@ Kith Holdings Limited

—E-ZHFEEERMEE S R EXE
2010 GROUP'S TOTAL TURNOVER
BY GEOGRAPHICAL

25.2% 64.3%
10.5% g
J HE The PRC 64.3%
. B Hong Kong 10.5%
Y USA 25.2%
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BREXEF
BASIC EARNINGS
PER SHARE

FEIT AL
HK$'000 HK cents
55,775 21.33
50,783 19.42
37,951 14.52
77,527 29.11
62,258 23.26
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Kith Holdings Limited

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. Zhou Jin

Mr. Wang Feng Wu

Non-executive Director

Mr. Liu Kam Lung

Independent Non-executive Directors

Mr. Ng Chi Yeung, Simon
Mr. Tam Yuk Sang, Sammy
Mr. Ho Lok Cheong

COMPANY SECRETARY
Mr. Chan Tak On

AUDITOR
Graham H.Y. Chan & Co.

Certified Public Accountants (Practising)
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The Bank of Bermuda Limited
Bank of Bermuda Building
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PRINCIPAL BANKERS

CITIC Bank International Limited

DBS Bank (Hong Kong) Limited

Fubon Bank (Hong Kong) Limited

Hang Seng Bank Limited

The Hongkong and Shanghai Banking Corporation Limited
The Industrial and Commercial Bank of China

KBC Bank N.V., Hong Kong Branch

Standard Chartered Bank (Hong Kong) Limited

HONG KONG LEGAL ADVISER
Reed Smith Richards Butler

BERMUDA LEGAL ADVISER

Conyers Dill & Pearman

HONG KONG BRANCH SHARE REGISTRAR

Tricor Abacus Limited
26th Floor, Tesbury Centre
28 Queen’s Road East
Hong Kong

BERMUDA PRINCIPAL REGISTRAR

The Bank of Bermuda Limited
Bank of Bermuda Building

6 Front Street

Hamilton HM 11

Bermuda

INVESTOR & MEDIA RELATIONS
iPR Ogilvy Ltd.

Units 2008-12, 20/F, The Center
99 Queen’s Road Central

Hong Kong
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Fax: (852) 3170 6606
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Chairman’s Statement
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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, 2010.
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EREHE
Chairman’s Statement

SATISFACTORY OPERATIONAL RESULT
The Board is pleased to report that the Group achieved

a profit attributable to owners of the Company of
HK$55,775,000 in 2010, representing an increase of
9.8% from HK$50,783,000 in 2009. Turnover increased
significantly to HK$2,075,124,000 in 2010, representing
an increase of 52.0% from HK$1,365,006,000 in 2009.
The significant increase in turnover is mainly due to the
increase in turnover of the distribution business of the
Group. The Group has successfully addressed the declining
business of distribution of converter box and together with
the establishment of the Group’s subsidiary in the United
States of America ("USA"), has received large orders from
customers from the USA for liquid crystal display television
sets (“LCD TV") in the second half of 2010. In addition,
the Group's integrated circuits design and sales division
has achieved a breakthrough and contributed a turnover
of HK$61,574,000. Meanwhile, the package printing
business again recorded satisfactory growth in turnover
and profit in 2010.

DIVIDENDS

The Company maintains a stable dividend policy. An
interim dividend of HK2.3 cents per share has been paid
for the six months ended 30th June, 2010. The Board
recommends the payment of a final dividend of HK8.4
cents per share for the year 2010, and it maintains the

same dividend payout ratio of approximately 50.0%.

Annual Report 2010
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Kith Holdings Limited

BUSINESS REVIEW

Package Printing Division

The turnover from package printing business for the
year ended 31st December, 2010 was HK$602,904,000,
representing an increase of 15.2% from the same period
of 2009. Gross profit margin improved substantially from
29.5% to approximately 32.5% in 2010. The increase in
gross profit margin was a result of effective cost control
and a change in the product mix of selling higher profit
margin products. Gross profit from the package printing
business, which remains the core business of the Group,
accounted for approximately 72.2% of the Group’s total
gross profit for the year ended 31st December, 2010. This
ratio was lower compared to previous years because of the
additional contribution from the integrated circuits design

and sales division.

Tobacco package printing is still the core product line of
the package printing division, which accounted for over
87.6% of the total turnover of the division. The history of
the Group’s profitable package printing business proves
that the Group’s business model will remain profitable for
the foreseeable future. The Board believes that with the

Group's years of working relationship and partnerships
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EREHE
Chairman’s Statement

with tobacco enterprises in the People’s Republic of China
(the "PRC"), experienced management, strong research
and development (“R&D") capability and continued
investment in leading technologies and equipment, the
Group will continue to reap rewards from the domestic
consumption market in the PRC.

The Group continues to invest its resources in increasing
its production capacity and developing even more
efficient technology to fully capture the benefits of this
lucrative market. The construction of the new production
building of 10,000 square metres and installation of a
new advanced 6-colour offset printing machine in its
Kunming production centre has been completed by August
2010, further enhancing the Group’s abilities to serve its

pharmaceutical customers, which will be another point of

growth for the package printing division.

Annual Report 2010

9



10

EREHRE
Chairman’s Statement

& 1 3 KA B o

FA - EREBHEHEER(ZEBEIHETE
BEP 2 RBERRERER) DHEBEERE
513,044,000/ - R_ZZNEFRH LA
23% c ZE—THE2EMNEH-_TENF
45%F+E6.7% © EHEEARBRKISH
REBHEUBRRERBEEAR - B=FT
NETHFR BHRRBIHEERNB IR M
AEBETFEERLER  REZHKRET)
—BEMER BREASEREEEFEM
EMzEENG  TRAR-ZZ—ZTFT¥
FHEBIHEEREBHEBER  LEARRR
TR I B R T 2 AT SH S s

B EFE EATARTF AR ANEHF
HFTE -

AEBER T -—TFRIEEZEMB AR
Kith Consumer Product Inc. ([KCPI]) » &
BEEEBEFZEANTEEHEZFRLZT
EBERE  KIWESZEEP ZABEIE - 1
—E-EETY¥F - AEERKEERNER
FTERATEEHEHELHBEEFER -
FERBRRER AKBEEREHEERK
REZFEERAZ -GN HEETFMET
T AEBBEERRTTERAESD
H MEFSHREB AT SIDRINESR -

Kith Holdings Limited

Distribution Business
Television business-related products

Turnover from the distribution business of television
business-related products (consisting mainly of LCD TV
and converter boxes distributed to USA customers) during
the year amounted to HK$513,044,000, representing an
increase of 2.3% from the corresponding period in 2009.
The gross profit margin increased from 4.5% in 2009
to 6.7% in 2010. The increase in turnover was a result
of successfully replacing the converter box business by
distributing LCD TV. Sale of converter box has dropped
significantly since the second half of 2009, which was
foreseen by the Group because converter box is a
transitional product. The Group by actively leveraging its
expertise in the consumer electronic product business,
succeeded in not only replacing the previous business
volume attributed to the sale of converter box, but
managing to surpass it through the sale of other television
business-related products, notably LCD TV, in the second
half of 2010. The increase in gross profit margin was a

result of achieving good cost control during the year.

The Group has established its USA subsidiary, Kith
Consumer Product Inc. (“KCPI”), in 2010 and through its
working relationships with major USA retail chain stores
in the past few years, has succeeded in getting large
orders from these customers. In the second half of 2010,
the Group began to sell its consumer electronic products,
mainly LCD TV, directly to major retail chain stores in the
USA. The Group foresees this will be a major growth factor
in the coming years. The Group will continue to research
new products for distribution in view of the uncertainty
of consumer electronics market but the Board remains

optimistic about the future of this business.
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A i & F ] 16 2 n Other electronic and related products
FR -AEMEFREBER(ZERBERNE Turnover from the distribution business of other electronic
BERARBEEFOHEZRRER  ESH and related products (consisting mainly of LCD panels,
LEEABEES) DHER 2S8R computer components and portable storage devices
897,602,000 7T BT NF 2 EXER L distributed to customers in Hong Kong and PRC) during
1.851818 c EFKRAIHE23%MEKET1.8% ° the year amounted to HK$897,602,000, with an increase
HEBIEMIERKIN ST AR D H representing a 1.8 times the turnover of 2009. The gross
L P BN o profit margin decreased slightly from 2.3% to 1.8%. The

increase in turnover was due to the successful marketing

efforts in capturing business in this segment.

EK TR R A& ST Integrated circuits design and sales division

REBR -_ZE+FB R E 46,500,000/ 7T The Group had invested approximately HK$6,500,000 in
RMEIERIER AR ([HamR]) EZL\ET MiniLogic Device Corporation Limited (“MiniLogic”) in
EFMERT FARLEHEEREK - &8 2007, a company specialised in the design, development
ETEERREZ  MASRRF Li@i?& and sales of integrated circuits. After several years of
HEIETRIZEXRBEMEES LEER development, MiniLogic achieved a breakthrough in its
WeMamER T —ZF%%61,574,000 business by producing and selling integrated circuits for
BUZEREE RIETNFZEFERE 215 “electronic cigarettes” in the PRC. MiniLogic contributed
fZI1Z g o HK$61,574,000 in turnover in 2010, with an increase

representing a 1.5 times the turnover of 2009.

EEFEAREL Listing of Taiwan Depositary Receipts

ZE-TF AEEEAS—BEREE AR The Group has achieved another milestone in 2010 as
REGSEEEERBIE  HTEEFER the Company has obtained the approval of the Taiwan
E([EEFIEB EEEBEAS SRS regulatory authorities to issue Taiwan Depositary Receipts
B o ZEFAERECR_ZE—TF_HAMA ("TDRs") for trading in the Taiwan Stock Exchange. The
F= BT 0 37 2 % 7760,000,0001H & i - TDRs were listed on 4th February, 2010 and 60,000,000
—EHZZ/S FRERBHENARA 2 —K units of TDRs were issued, with each unit of TDR
TEK EEFTARBZETEALRERERE representing one ordinary share of the Company. The
;Eh{,\EyZ%%&&ﬁ%@ 4T AN issue of TDRs will provide the Group more business and
EBRKBERS IBERE ERLKLAMNR investment opportunities in Taiwan and offers alternative
AEBRERER - channels of funding for the Group in the future, which will

ultimately be beneficial to the long-term growth of the

Group.

Annual Report 2010
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Kith Holdings Limited

e \

Significant Event

Apex Digital Inc. (“Apex”), a major customer of the
Group's distribution business in the USA, has informed the
Group that it has discontinued its television business and
that it filed a voluntary petition for reorganisation under
Chapter 11 of the United States Bankruptcy Code on 17th
August, 2010.

As at 13th August, 2010, Apex owed Kith Electronics
Limited (“KEL”), a wholly-owned subsidiary of the
Company, the debt, being an amount of approximately
US$12,198,000 (approximately HK$95,144,000)
representing the balance of trade receivables due from
Apex plus the USA attorney's fee of KEL. The debt is
secured by a first priority security interest and lien against
Apex’s assets, including its accounts, accounts receivables,
inventory and deposit accounts and all of the proceeds
derived from the foregoing assets. In conjunction with the
filing of the voluntary petition by Apex, Apex and KEL has
entered into a Stipulation Regarding Interim Use of Cash
Collateral which sets out the terms upon which cash or
cash equivalent received by Apex after the date of petition

on an interim basis pending a final hearing.
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EREHE
Chairman’s Statement

On 17th August, 2010, KCPI, a wholly- owned subsidiary
of the Company, entered into the Consulting, Sale
and Settlement Agreement (the “Agreement”) with
Apex, pursuant to which KCPl has agreed to purchase,
and Apex has agreed to sell the Purchased Assets,
being the assets relating to the television business of
Apex as defined in the Agreement, consisted of trade
receivables of approximately US$8,198,000 (approximately
HK$63,944,000) and inventories of US$2,500,000
(approximately HK$19,500,000). Amongst other
conditions, the Agreement and transactions contemplated
thereunder requires the approval of the Bankruptcy
Court in the USA. The Agreement was approved by the
Bankruptcy Court in the USA on 17th September, 2010.

The consideration for the Purchased Assets shall be
KCPI's assumption of a portion of the debt in the
amount of approximately US$10,698,000 (approximately
HK$83,444,000) owed by Apex to KEL. Apex has also
agreed under the Agreement to provide consulting services
to the Group. US$1,500,000 of any remainder of the debt
will continue to be secured by KEL's first priority security

interest and lien against Apex’s assets.

Sur pharm acist "
Stop smoking ||
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Kith Holdings Limited

As at 31st December, 2010, the Group has recovered

approximately 80.0% of the Purchased Assets and in the
opinion of the directors, the completion of the Agreement
will not have any significant effect on the income and

financial position of the Group on a consolidated basis.

Human Resources Development

As at 31st December, 2010, the number of employees of
the Group was 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
edge in the 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

The Board is pleased to announce that the extension of
the business operation period of the Group’s Yunnan joint
venture to the year 2043 has been granted approval by the
relevant authorities during the year.
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Chairman’s Statement

The management is optimistic that the demand for high
quality consumer products, mainly tobacco, which is
the major market segment of the Group, will continue
to maintain steady growth with the stable economic
growth and improving living standards 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 segment for other fast growing
premium consumer products. The Group is also seeking
opportunities to diversify itself from the tobacco package
printing to other markets, like pharmaceutical, wine
and health foods. In addition, one of the joint venture's
partners of the Group’s Yunnan joint venture, already one
of the leading tobacco enterprises in the PRC, is expected
to double its production volume of its major brands
of cigarettes in the next five years. With the continual
support of its joint venture's partners, the Group will

naturally gain and benefit from the above growth.
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Kith Holdings Limited

In the past two years, the electronic product distribution
division had made substantial contribution to the Group’s
turnover and profit. With the Group beginning to do
business directly with major retail chain stores in the US
and the establishment of the USA subsidiary, this division
will continue to provide good returns to the Group in the

future.

The Board is also confident that after achieving a
breakthrough in the business of the design and sales
of integrated circuits, this division will continue to offer

rewards to the Group.

The Group will continue to seek other business
opportunities for the further development and
diversification, which include expanding its product
portfolio and geographical coverage for the package
printing division through setting up new joint ventures
with potential business partners in the PRC, and expanding
market share of consumer electronic products in USA and

Asia.
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Chairman’s Statement

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. 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, 3rd April, 2011
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Kith Holdings Limited

FINANCIAL OVERVIEW

The Group’'s total turnover of approximately
HK$2,075,124,000 was 52.0% higher than that of 2009,
which was a result of the increase in all divisions of the
Group’s business, especially the distribution business. The
package printing business continued to maintain a steady
growth in turnover, from approximately HK$523,172,000
in 2009 to HK$ 602,904,000 in 2010. Gross profit margin
of the package printing business was a healthy 32.5%
because of the Group’s effective cost control and a
change in the product mix of selling higher profit products
during the year. The major growth in turnover came from
the distribution business with turnover increased from
approximately HK$815,315,000 in 2009 to approximately
HK$1,410,646,000 in 2010, representing an increase of
73.0%. The turnover of the integrated circuits design and
sales division increased from HK$24,635,000 in 2009 to
61,574,000 in 2010, with the increase representing a 1.5

times the turnover of 2009.
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The gross profit for the year increased by approximately
HK$74,331,000 or 37.8% as compared to that of 2009.
The large increase in gross profit was a direct result of
the large increase in turnover of all business divisions
of the Group. The overall gross profit margin of the
Group decreased slightly from 14.4% in 2009 to 13.1%
in 2010. This was because of the significant increase
of the turnover of the distribution business, which had
a relatively lower gross profit margin compared to the
package printing business and this caused the average

gross profit margin to drop slightly.

Administrative expenses increased from approximately
HK$82,949,000 in 2009 to approximately
HK$123,663,000 in 2010. The increase was mainly due
to the higher staff cost of the PRC joint ventures and the

professional fees for the Group’s projects during the year.

The profit attributable to owners of the Company for
the year increased from HK$50,783,000 in 2009 to
HK$55,775,000 in 2010, representing the increase of
9.8% as compared to that of 2009. This was mainly
attributable to the general increase of the Group's

business. However, the Group incurred impairment loss on
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property, plant and equipment as a result of devaluation of
the land and buildings of the Group’s PRC joint ventures
and impairment loss on assets of a subsidiary previously
classified as held for sale. Basic earnings per share for the
year ended 31st December, 2010 increased to HK21.33
cents as compared to HK19.42 cents for 2009. The
Group maintains a steady dividend policy of distributing
approximately 50.0% of its profit attributable to owners of

the Company as dividends to shareholders.

Working Capital

As at 31st December, 2010, the Group had net current
assets of approximately HK$225,008,000 (2009:
HK$177,020,000). The current assets as at 31st December,
2010 comprised of inventories of approximately
HK$174,957,000 (2009: HK$130,341,000), trade and
other receivables of approximately HK$646,380,000
(2009: HK$492,189,000), short-term loans receivable of
approximately HK$65,605,000 (2009: HK$87,368,000),
bank balance and cash of approximately HK$65,074,000

Kith Holdings Limited
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(2009: HK$113,726,000), held-for-trading investments
of approximately HK$1,972,000 (2009: HK$3,845,000)
and other financial assets of the approximately
HK$377,000 (2009: HK$260,000). The current liabilities
comprised of trade and other payables of approximately
HK$264,260,000 (2009: HK$223,409,000), dividend and
tax payables of an aggregate amount of approximately
HK$14,124,000 (2009: HK$10,060,000), and borrowings
classified as current liabilities of approximately
HK$451,586,000 (2009: HK$424,354,000).

The increase in trade receivables at 31st December, 2010
was mainly because, in the latter half of 2010, several
large orders were received from the USA customers. The
decrease of the short-term loans receivable was the result
of the collection of the loans receivable in accordance
with the term of relevant loan agreements. The slight
increase in trade payable was a continuous effort of
using suppliers’ credit to finance the Group’s distribution

business to lessen the Group’s reliance on bank financing.

The net asset value of the Group as at 31st December,
2010 amounted to approximately HK$875,341,000 versus
approximately HK$789,633,000 as at 31st December,
2009.
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Liquidity and Financial Resources

As at 31st December, 2010, the Group's aggregate bank
borrowings amounted to approximately HK$445,811,000,
which was slightly higher than the total bank borrowings
as at 31st December, 2009 of HK$419,579,000. The net
gearing ratio, representing the interest bearing liabilities
less bank balances and cash divided by shareholders’
equity plus non-controlling interests, increased slightly
from 39.6% in 2009 to 44.3% in 2010. Overall, the
Group’s bank borrowing and net gearing ratio remained at

about the same level in the past two years.

The interest rates for all the loans are fixed on monthly,
quarterly or semi-annual basis. The finance costs for the
year of HK$16,235,000 were lower than those of 2009
because of the reduced average borrowings of the Group
during the year. The Group continues to monitor its
working capital requirement closely with a view to lower
the finance cost and maintain a healthy net gearing ratio

of the Group.

All of the sales and purchases for the package printing
division are denominated in Renminbi (“RMB"”) and most
of the sales and purchases for the distribution division are
denominated in United States dollar or Hong Kong dollar.

The exchange exposure is adequately managed through

this natural hedge.

Kith Holdings Limited
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EXECUTIVE DIRECTORS

Mr. Hui King Chun, Andrew, aged 60, 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 32
years of experience in management and manufacturing,
including 18 years of experience in the printing and
packaging business.

Mr. Yau Chau Min, Paul, aged 47, 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 23 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 63, 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 33 years of
experience in printing operations. He joined the Group in
June 1993.

Mr. Zhou Jin, aged 51, was one of the founding members
of Yunnan Qiaotong Package Printing Co., Ltd. (“Yunnan
Qiaotong”). He is currently the vice chairman and general
manager of Yunnan Qiaotong, and is responsible for its
overall management. Mr. Zhou is a senior economist in
the PRC and graduated from the Chinese Academy of
Social Sciences with a master degree in Commerce and
Economics. Prior to joining the Group in March 1993,
he was engaged in academic and research activities with
a university and a governmental bureau respectively in
Yunnan Province of the PRC.
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Kith Holdings Limited

Mr. Wang Feng Wu, aged 56, 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.

NON-EXECUTIVE DIRECTOR

Mr. Liu Kam Lung, aged 46, is also a director of
MiniLogic Device Corporation Limited (“MiniLogic”), being
a non-wholly owned subsidiary of the Company and
carrying out design, development and sales of integrated
circuit business. He is responsible for accounting and
finance management of MiniLogic. Mr. Liu is an associate
member of Hong Kong Institute of Certified Public
Accountants, a fellow member of the Association of
Chartered Certified Accountants, United Kingdom, an
associate member of Hong Kong Institute of Chartered
Secretaries, an associate member of Institute of Chartered
Secretaries of Administrators, United Kingdom, a full
member of the Society of Registered Financial Planners
and an associate member of the Taxation Institute of Hong
Kong. Mr. Liu has been working in the financial industry
for 21 years. He served as chief financial officer, company
secretary and authorised representative of companies
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Prior to joining the listed companies,
he was an audit manager in an international accounting
firm. Mr. Liu was appointed as non-executive director of
the Company on 6th October, 2010, and as a director of
MiniLogic on 28th February, 2011.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ng Chi Yeung, Simon, aged 53, 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 another public
listed company in Hong Kong, namely, 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 47, 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 the president of a corporate strategy and
management advisory company and also an independent
non-executive director of KEE Holdings Company Limited
(stock code: 2011), a company whose shares are listed
in the Stock Exchange. Mr. Tam was appointed by the
Company in September 2004 and is the chairman of
the audit committee and a member of the remuneration
committee of the Company.

Mr. Ho Lok Cheong, aged 48, 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 Postgraduate
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 was appointed
by the Company in June 2006 and is a member of the
audit committee and the remuneration committee of the
Company.
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Kith Holdings Limited

SENIOR MANAGEMENT
Mr. Chan Tak On, aged 44, 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 61, 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 Package Printing Co., Ltd.
("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.

Madam Mak Kit Ying, Maggie, aged 43, 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.

Mr. Lo Kwong Sun, Victor, aged 47, is the chief
operations officer of the subsidiary of the Company, Kith
Consumer Product Inc. He had over 22 years of experience
in sales and marketing management. Mr. Lo graduated
from the Chinese University of Hong Kong with a bachelor
degree of science and holds a master degree in business
administration. Mr. Lo joined the Group in November
2010.
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Mr. Zhang Jing, aged 51, 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 and procurement. Mr. Zhang
graduated from the People’s University of China with a

master degree in business administration.

Mr. Li Jian Ping, aged 53, has been the deputy general
manager of Yunnan Qiaotong since March 2001. Mr.
Li has had over 25 years of experience in production

management of the PRC’s tobacco manufacturing industry.

Mr. Wen Jie, aged 48, has been employed by Yunnan
Qiaotong since its inception and is currently its deputy
general manager. 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 49, has been employed by Yunnan
Qiaotong since its inception and is currently its deputy
general manager. He is responsible for the management
of production and workmanship. 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 51, has been employed by Yunnan
Qiaotong since its inception and is currently its finance

manager. Mr. Ge is an accountant in the PRC.

Mr. Tao Fei Hu, aged 57, was the deputy general
manager of Yunnan Qiaotong since July 2001 and one of
the founding members of Yunnan Qiaotong. Since January
2010, he is transferred to Anhui Qiaofeng as a general
manager. Mr. Tao has had over 36 years of working
experience in production and marketing management in

the PRC.
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Kith Holdings Limited

Mr. Chen Tong Kun, aged 46, 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 18 years of working experience

in production management in the PRC’s printing industry.

Mr. Wei He, aged 64, 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 45

years of experience in the PRC’s printing industry.

Mr. Huang Li San, aged 44, 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 22 years of experience in the PRC’s printing

industry.

Mr. Li Li Bin, aged 47, 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 21 years of

experience in the PRC’s printing industry.



EFeELMREHE T —ZF+ A
T+ BULFEZFEFREEERGAVBKE
H o

ETEXFH
ARTA—MREABRAT - HEEHEA
Az EBEBHHARA M ISR A M43 -

FERDE

ARmREMBAR (GEIAEE)BE=
E-EFT A=+ HLEFEZXEER
FABH Z IR B WK ©

T k23781 2 # Hi ik B 46,013,000/ 7T 2
RERRNTRRE - BEFEREZMN =
E-——FAAZ+ERABIEAREREE
20 2 IR OR S /5 B 4921,962,00008 T B
B&8.4% 1Lz REARR B - T F A 2 T &5 A
27,800,0007% 7T Al T LAGR & ©

M - RN RE
NEBEFNEELAERFEZ2FHARER
TR - MBS N AR 451,424,000 7T ©

PRTHEEANEEYE  HBERRERFA
ZEMEHFHBTENGEMEREME17

BEEgms
Directors’ Report

The Board presents its annual report and the audited
consolidated financial statements for the year ended 31st
December, 2010.

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

note 43 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,
2010 are set out in the consolidated income statement on

page 48.

An interim dividend of HK2.3 cents per share amounting
to approximately HK$6,013,000 was paid to the
shareholders during the year. The Board now recommends
the payment of a final dividend of HK8.4 cents per share
to the shareholders on the register of members on 27th
May, 2011 amounting to approximately HK$21,962,000,
and the retention of the remaining profit for the year of
HK$27,800,000.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group continued its plant replacement
policy and expended approximately HK$51,424,000 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 17 to the consolidated financial statements.
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XE BEENRERE

RESULTS, ASSETS AND LIABILITIES

TR AEREEE T -ETF+ = A The following table summarises the consolidated results,
—t+—BLtREFEZGA¥E BENE assets and liabilities of the Group for the five years ended
& o 31st December, 2010.
—E-ZF5 —TTNF ZTTN\F TS LF ZTFTRF
2010 2009 2008 2007 2006
FTHET FET FHET FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EN/NETEZ RSN Profit attributable to
J& {3 F) owners of the Company 55,775 50,783 37,951 77,527 62,258
BEE Total assets 1,650,049 1,488,223 1,538,006 1,542,665 1,336,853
mEE Total liabilities (774,708) (698,590) (792,227) (834,564) (731,792)
875,341 789,633 745,779 708,101 605,061
REHESNEBHRER LIQUIDITY AND FINANCIAL RESOURCES
RIEBE—ZTZF+-_F=+—H XEFZIR As at 31st December, 2010, the Group's aggregate bank
1TE B 4% 49445,811,0008 7  BEE R = borrowings amounted to approximately HK$445,811,000,
EENFE+ A=+ —BETESRSE which was slightly higher than the total bank borrowings

419,579,000 7T - JFEE B FELL X (BIFH &
BERIRITS *ﬁ%&fﬁ%ﬁ%%ﬁ&%ﬁémt#

TRED) AT NF239.6%8M EAE
:f—i¢2443% BEmMs  AEEZ
RITEERFEERR tfﬁﬂﬁﬁﬁﬂﬁh
RABE KT o

RN
AR B Z FEBP A IR A M3 -

Kith Holdings Limited

as at 31st December, 2009 of HK$419,579,000. The net
gearing ratio, representing the interest bearing liabilities
less bank balances and cash divided by shareholders’
equity plus non-controlling interests, increased slightly
from 39.6% in 2009 to 44.3% in 2010. Overall, the
Group’s bank borrowing and net gearing ratio remained at
about the same level in the past two years.

SHARE CAPITAL

Details of share capital of the Company are set out in note
33 to the consolidated financial statements.
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DISTRIBUTABLE RESERVES OF THE
COMPANY

As at 31st December, 2010, the Company’s reserves
available for distribution consisted of contributed surplus
of HK$29,509,000 (2009: HK$29,509,000) and retained
profits of HK$694,000 (2009: HK$14,707,000).

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. Zhou Jin

Mr. Wang Feng Wu

Mr. Li Chun Ren (resigned on 29th December, 2010)

Mr. Wang Guang Yu (resigned on 29th December, 2010)

Non-executive director
Mr. Liu Kam Lung (appointed on 6th October, 2010)

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. Wang Feng Wu and Tam Yuk Sang,
Sammy retire by rotation and, being eligible, offer
themselves for re-election. In accordance with Article 86 of
the Bye-Laws of the Company, Mr. Liu Kam Lung retire by
rotation and, being eligible, offer himself 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, 2010, the interests of the directors

and their associates in the shares, 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"), or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (“Model
Code"”) contained in the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”),

were as follows:

(1) Long positions
Ordinary shares of HK$0.10 each of the Company

REE#T R SNCIIEE S
EERYE BREAZEDH
Percentage of the

Number of issued issued share capital

ordinary shares held of the Company

SR E EEFABE (M) 161,000,000 61.58%
Mr. Hui King Chun, Andrew Held by trust (Note)
BeRLE EnER 152,000 0.06%
18HENATNESEBREA 100,000 0.04%
Mr. Liu Kam Lung Beneficially held
Held by children under 18 or spouse
252,000 0.10%

Wi ZERMDABEEETEEZEEBZA
A]Accufit Investments Inc.Z & & E: 0 H
ZwmABTEIREERKRKE ©

Kith Holdings Limited

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.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(continued)

(2) 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,
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.

SHARE OPTIONS

Particulars of the Company’s share option scheme are set

out in note 34 to the consolidated financial statements.

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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FERRK SUBSTANTIAL SHAREHOLDERS

RZE—ZTF+_A=+—8 RBEAQT As at 31st December, 2010, the register of substantial
RRBES M EIEGIEIB6EMTEZ EER shareholders maintained by the Company pursuant
REXMBER BLEXFEBEZE TESRE to Section 336 of the SFO shows that other than the
HON s AR EEANE RN RERKRD T interest disclosed above in respect of certain directors,
ZEBITRATHEERBRER KR - the following shareholders had notified the Company of

relevant interests and short positions in the issued share

capital of the Company.

HE Long positions
A RE]ZREEO. 108 0.2 ZER Ordinary shares of HK$0.10 each of the Company
e 81T HARRBE BT
REER g4 ZBEREE BEZEDHE
Number of Percentage of the
issued ordinary issued share capital
Names of shareholders Capacity shares held of the Company
Basab Inc. EREXEmA 161,000,000 61.58%
Beneficiary of trusts (#15%) (Note)
Safeguard Trustee Limited EFREXEA 161,000,000 61.58%
Beneficiary of trusts (#15%) (Note)

Hiat - ZERR D T9LABBasab Inc. ({E/&Basab Unit Note: These shares are registered in the name of Accufit
TrustZ 25 A) 2 &% B 2 2 alAccufit Investments Inc., which is 100% owned by Basab Inc. as
Investments Inc.Z % % & it ° Basab Unit trustee of the Basab Unit Trust which is a unit trust owned
Trust/h F3Safeguard Trustee Limited{E&1{E by Safeguard Trustee Limited as trustee of a discretionary
FRAZEEEREBCEMERES  H trust, the beneficiaries of which are the family members of
Z AN BTIEIREE ZREKE - Mr. Hui King Chun, Andrew.

BEXHTIREEN R_T—ZF+_A8 Other than as disclosed above, the Company has not been

=+—HB ARQRAETHBEARARAZEH# notified of any other relevant interests or short positions

ITIRAPHEEEMEMERERSORE - in the issued share capital of the Company as at 31st

December, 2010.

Kith Holdings Limited
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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.

CONNECTED TRANSACTIONS

During the year, the Group has entered into sales
transaction with Yunnan Zhaotong Cigarette Factory,
Hongta Tobacco (Group) Company Limited, a 10% equity
shareholder in a subsidiary of the Company, amounting to
approximately HK$237,869,000 (2009: HK$181,722,000).
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. In addition, the Group has entered into sales
transactions with certain cigarette factories in Yunnan,
amounting to approximately HK$197,203,000 (2009:
178,834,000) who are fellow subsidiaries of Yunnan
Zhaotong Cigarette Factory.

The independent non-executive directors confirm that
the above transactions have 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, if any, governing such transactions that are fair
and reasonable and in the interests of the shareholders of
the Company as a whole.

The auditor has confirmed to the Board that the above
transactions have been approved by the Board, are in
accordance with the pricing policies of the Company,
have been entered into in accordance with the relevant
agreements governing the transactions and the aggregate
amount of approximately HK$435,072,000 have not
exceeded the annual cap disclosed in the Company's
circular dated 28th June, 1999.
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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, 2010, the Group’s
largest customer and five largest customers accounted
for approximately 16.7% and 55.9% respectively of the
Group’s total revenue. The Group’s largest supplier and
five largest suppliers accounted for approximately 13.1%

and 54.3% respectively of the Group’s total purchases.

None of the directors, their associates or any shareholders
(which to the knowledge of the directors 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.

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.
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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 34 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, 2010.

AUDITOR

During the year ended 31st December, 2009, Messrs.
Deloitte Touche Tohmatsu resigned as one of the joint
auditors of the Company and Messrs. Graham H.Y. Chan
& Co. remained as the Company’s auditor. Apart from this,
there was no change in auditors of the Company in any of

the preceding three years.

A resolution will be submitted to the annual general
meeting to re-appoint Messrs. Graham H.Y. Chan & Co. as
auditor of the Company.

On behalf of the Board

Hui King Chun, Andrew

Chairman

Hong Kong, 3rd April, 2011
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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,

2010, 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, 2010.
The Model Code also applies to other specified senior

management of the Group.
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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. Zhou Jin
Mr. Wang Feng Wu

Non-Executive Director: Mr. Liu Kam Lung
Independent
Non-Executive Directors: Mr. Ng Chi Yeung, Simon

Mr. Tam Yuk Sang, Sammy
Mr. Ho Lok Cheong

The Board comprises of five executive directors, one
non-executive director 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 23 to 28.

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.
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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.

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

=) EEEER FMEEEERE HER
Remuneration

Board committee Attendance
Director meeting meeting rate
BITES
Executive Directors
A A8 4R 4/4 1/1 100%
Hui King Chun, Andrew
JeNi 4/4 3@ A 100%
Yau Chau Min, Paul N/A
B 4/4 38 A 100%
Hui Bin Long N/A
FECRZZE-—ZEF+AZTHABET) 2/4 T~ 38 A 50%
Li Chun Ren (re5|gned on 29th December, 2010) N/A
BES) 2/4 38 A 50%
Zhou Jin N/A
FE#E 2/4 A 50%
Wang Feng Wu N/A
TERFRIZE-—TF+_AZ+NLHBEIE) 2/4 38 A 50%
Wang Guang Yu (resigned on 29th December, 2010) N/A
FHTES
Non-executive Director
BEgE(R-_Z—ZF+ASBEZHF) 11 i@ A 100%
Liu Kam Lung (appointed on 6th October, 2010) N/A
BYKHITES
Independent Non-executive Directors
REH 4/4 1/ 100%
Ng Chi Yeung, Simon
EBE 4/4 1/1 100%
Tam Yuk Sang, Sammy
GE3= 3/4 1/1 75%

Ho Lok Cheong

Kith Holdings Limited
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CHAIRMAN AND MANAGING DIRECTOR

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

Company (Code Provision A.2.1).

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, 2010 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.
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ENZEEERZHMFEREWT

BEEgR

Name of director

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

HESBRH

Number of

HE=R

meeting attended Attendance rate

He e
Tam Yuk Sang, Sammy
REH

Ng Chi Yeung, Simon
GES=

Ho Lok Cheong

REZRTAIRTESTMAGHEMZ KL
BB QEL I MRELEAZZE S NE
HE FERZEGZRER(HATEREB)ESR
HEINEZBM AR BRNAKBEZTHR
FEXSE ERASEARNEH 28K R
REMzm ERREFTERRIBEY AR
SREMEAR - ASETHE -

AEBEZANEE(BEE S RE 0 RKEE
RZEEEE  URBREEH2EZER
EWW%V?EQ%}ZE@ CUREZEZEER
.ﬂ‘ CREEHUREERETENEESREE
REBERTHREETE RAKEZ
%(Eﬁi&a%\ AHERERETEZER -

FMEES

FEEeXERE ?Lﬁé%#mﬂﬁffﬁiﬁ
—RBUPTESRES AL (ZEE
) \ﬁmif‘ﬁi)&ﬂmaf‘ﬁi ﬁgﬂé/\a
BERMNERRE  UHEDEERTAH
T °

Kith Holdings Limited

3/3 100%
3/3 100%
2/3 67%

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.

During the year, the Group has engaged the external
auditor to conduct a review on the internal control system
with a view of establishing effective procedures, systems

and controls to ensure compliance with the Listing Rules.

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, 2010, 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 auditor with respect

to financial reporting are set out in the section of

“Independent Auditor's Report” on page 45.
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Kith Holdings Limited

AUDITOR'S REMUNERATION

For the year ended 31st December, 2010, the total
remuneration of the Group’s auditor for statutory audit
services is HK$1,830,000. Auditor also provided non-
audit services to the Group, which were considered as
insignificant assignments.

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 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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Independent Auditor’s Report

&% GRAHAM H.Y. CHAN & CO.

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
48 to 188, which comprise the consolidated statement
of financial position as at 31st December, 2010, and
the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and
a summary of significant accounting policies and other

explanatory information.

Directors’ Responsibility for the Consolidated Financial

Statements

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view 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,
and for such internal control as the directors determine
is necessary to enable the preparation of consolidated
financial statements that are free from material

misstatement, whether due to fraud or error.
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Kith Holdings Limited

Auditor’s 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 auditor’s 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
auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements
that give a true and fair view 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 entity’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, 2010 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.

Graham H.Y. Chan & Co.

Certified Public Accountants (Practising)

Hong Kong
3rd April, 2011

Annual Report 2010

47



HAEWFEER
Consolidated Income Statement

HE-Z—ZTF+-_A=+—HIFE For the year ended 31st December, 2010

—E-ZF ZTTNEF
2010 2009
Hizz FERT FET
NOTES HK$' 000 HK$' 000
W55 Revenue 7 2,075,124 1,365,006
HEKA Cost of sales (1,803,909) (1,168,122)
E Gross profit 271,215 196,884
H At WA Other income 15,127 17,107
DEREERST Distribution and selling expenses (6,759) (3,127)
TERY Administrative expenses (123,663) (82,949)
RUE=EBHETR Impairment loss on trade and
Hi RS 5] & other receivables from third
RN FIE 2 A EEE parties, deposits and prepayments (258) (4,704)
LR D EAFENEZ R Impairment loss on assets of a subsidiary
MEAREEZRERIE  previously classified as held for sale (8,759) =
W HEREZEZHME  Impairment loss on property, plant
18 and equipment (12,767) =
RIEEBEREZAYTE Fair value (loss) gain on
(B18) W= held-for-trading investments (1,319) 3,088
Hinbi & E 2 N TFAE Fair value gain on other
W= financial assets 2,225 524
& A Finance costs 9 (16,235) (21,022)
B B A v A Profit before tax 118,807 105,801
FTiS i h Income tax expense 10 (28,158) (20,970)
REF T Profit for the year 11 90,649 84,831
NI ALREEAREEF] :  Profit for the year attributable to:
ZIN/NGIEZ 2SN Owners of the Company 55,775 50,783
FE4E IR =5 Non-controlling interests 34,874 34,048
90,649 84,831
BRER : Earnings per share: 16
HAR Basic HK21.33 centsi&{li HK19.42 cents& 11l
g Diluted HK21.33 centsi& i HK19.42 centsi& I
IR EFTARRBMER A ZFBEEHRMIEES ° Details of dividend payable to owners of the Company are

set out in note 15.
Kith Holdings Limited
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HEZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

—E-B2F Z—ITTNF
2010 2009
FERT FHET
HK$’000 HK$' 000
N E 5 F Profit for the year 90,649 84,831
H b 2 W= Other comprehensive income:
MEGINETBFTE £ Exchange differences arising on translation
ERER of foreign operations 25,404 (340)
AHHEREZ Fair value changes on available-for-sale
NEE E) investments 1,361 785
SmYE - WS RFZME  Surplus arising on revaluation of property,
EEZEHB plant and equipment 21,278 =
EEWE - KB NEE  Deferred tax effect on surplus arising on
EERBRZBELERE revaluation of property, plant and equipment
o (3.315) -
44,728 445
REEEHEWB AR Total comprehensive income for the year 135,377 85,276
T ATEEREE Total comprehensive income for the year
S HE R4 attributable to:
ZIN/NETEF =N Owners of the Company 83,769 51,363
FRIE RS Non-controlling interests 51,608 33,913
135,377 85,276
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Consolidated Statement of Financial Position

R-ZT—ZFFE+_-_H=+—H At31st December, 2010

—E-EF —ETNE i
+=A +=A ZTTNE
Er=[ =t+—H —H—H
At At At
31st December, 31st December, 1st January,
2010 2009 2009
Bz TER FTiET FiET
Notes HK$' 000 HK$' 000 HK$' 000
27 (E7)
(Restated) (Restated)
FRBEE Non-current assets
MmE - BBREE Property, plant and equipment 17 618,094 582,080 585,792
BHBEMNT Prepaid lease payments 18 18,657 19,270 19,883
BEME KER Deposits paid for acquisition of
kB2 E property, plant and equipment 30,218 27,260 -
EES Goodwill 19 2,695 2,695 2,695
AfEHERE Available-for-sale investments 20 25,284 19,222 12,715
ELEHEEE Deferred tax assets 32 123 595 830
FRBEERTE Total non-current assets 695,071 651,122 621,915
RBEE Current assets
75 Inventories 21 174,957 130,341 98,678
BRE=EESFRAL Trade and other receivables from
Hith U R third parties, deposits and
e RBATIE prepayments 22 584,099 467,580 512,683
[EUSEIRRR IR R E B8R3  Trade and other receivables from
N At e R 3R non-controlling shareholders 23 62,281 24,609 25,607
BRBEERNT Prepaid lease payments 18 613 613 613
BHEKER Short-term loans receivable 24 65,605 87,368 157,640
BEEERE Held-for-trading investments 25 1,972 3,845 19,071
HitnbBEE Other financial assets 26 377 260 9,998
RITEBRER S Bank balances and cash 27 65,074 113,726 91,801
954,978 828,342 916,091
PEARKELEZ Assets of a disposal group
BEHNEHRA classified as held for sale 28 - 8,759 =
MEEELS Total current assets 954,978 837,101 916,091
RBEE Current liabilities
EREZERIR Trade and other payables
HiERER 29 264,260 223,409 98,178
HWEARE Tax liabilities 12,694 8,751 8,712
FERT SRR AR R 2 Dividend payable to non-controlling
& 8 shareholders 1,430 1,309 1,309
BE Borrowings 30 450,811 423,579 643,729
BEMESE Obligation under finance lease
- —F RN ~ due within one year 31 775 775 =
729,970 657,823 751,928

Kith Holdings Limited
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MN-ZZT—ZFFE+_HA=+—H At31st December, 2010

—E-Zf —ZENF i
+=A +=A ZTTNE
ETr=] =+—H —H—H
At At At
31st December, 31st December, 1st January,
2010 2009 2009
Bz TER FTAEL FiET
Notes HK$’ 000 HK$’ 000 HK$’ 000
(&) (E51)
(Restated) (Restated)
PERFELEZERE Liabilities directly associated
HLEHEIEA with a disposal group
Z8fE classified as held for sale 28 - 2,258 =
nEEEESE Total current liabilities 729,970 660,081 751,928
REBEEFE Net current assets 225,008 177,020 164,163
BEAERRBERE Total assets less current
liabilities 920,079 828,142 786,078
FRBAE Non-current liabilities
BE Borrowings 30 - - 5,000
BEREEME Obligation under finance lease
- —F&RIEH — due after one year 31 969 1,744 -
ELHIEAE Deferred tax liabilities 32 43,769 36,765 35,299
FnBEELE Total non-current liabilities 44,738 38,509 40,299
EERE Net assets 875,341 789,633 745,779
RAR G Capital and reserves
R Share capital 33 26,145 26,145 26,145
B B K A Share premium and reserves 35 534,785 476,892 444,467
ARRHEBA Equity attributable to
& Rk 4 owners of the Company 560,930 503,037 470,612
RS Non-controlling interests 314,411 286,596 275,167
ig £t Total equity 875,341 789,633 745,779
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Consolidated Statement of Financial Position

R-ZT—ZFFE+_-_H=+—H At31st December, 2010

FA8SEH EF188H 2

HRAVBERECHES

EH
ER_E——FOA=REHREERE
THTINEERREE

AR IR
EF

Hui King Chun, Andrew

Kith Holdings Limited

DIRECTOR

The consolidated financial statements on pages 48 to 188
were approved and authorised for issue by the board of

directors on 3rd April, 2011 and are signed on its behalf
by:

ELH
3
Yau Chau Min, Paul
DIRECTOR
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Consolidated Statement of Changes in Equity

HE-Z—ZHF+=-A=+—HIFE Forthe year ended 31st December, 2010

ANIRAARL
Attributable to owners of the Company
RAR gk i RE
kx  BRE BRORE EXBE $EEE RRES HMRE ERBR EXRE EGGER BRERE REEN & FEREE b
Capital Asset  Enterprise Investment Share Non-
Share redemption Share revaluation expansion  Reserve Other  Capital Translation revaluation ~ options  Retained controlling
capital  reserve  premium  reserve fund fund  reserve  reserve  reserve  reserve  reserve  profits Total  interests Total

TR TR TER TR TR TR TRR TEx TEx TEn  TEr  TEr  TEr TR TAR
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000

(Hit35) (Witzs)  (Wdzs)  (Widzs)  (His)
(note 35) (note 35)  (note 35)  (note 35)  (note 35)
R-2ENE-R-B
2848 Balance at 1st January, 2009 26,145 624 74215 43,09 4334 1,589 2793 (200) 69,980 - 504 183409 470612 215167 745779
AERER Profit for the year - - - - - - - - - - - S078 50783 34048 8483
TEREB2ENG - Other comprehensive income
for the year:
BERNERAEL Exchange differences arising on
ZEHER translation of foreign operations - - - - - - - - (205) - - - (205) (139) (340)
TEHEREZDTESD  Fair value changes on avallable-for-
sale investments - - - - - - - - - 785 - - 785 - 785
TERRANGES Total comprehensive income
for the year - - - - - - - - (205) 785 - 50783 51383 3913 85216
LENE BER Revaluation surplus released
FERBHRERER upon disposal of property,
plant and equipment - - - (564) - - - - - = = 564 = = =
EfRARRERE Reversal of deferred tax
EREREAE liability upon release of
revaluation surplus - - - 8 - - - - - - - - 85 - 8
EARAEERN B Recognition of equity-settled
AR share based payments - - - - - - - - - - 3] - 3] - 3]
HEBREENREET  Tianfer to retained profits upon
forfeiture of share options - - - - - - - - - - (567) 567 - - -
Dividends paid to non-controlling
interests of a subsidiary - - - - - - - - - - - - - (248 (22,484)
Dividends paid to the Company's
shareholders = = = = = = = - - - - (19,086  (19,086) - (19,086)
EIN-1-1:53 Transfer to reserve fund - - - - - 5559 - - - - - (5,559) - - -
H\LEERES Transfer to enterprise
expansion reserve - - - - 5,555 - - = = = = (5,555) - - -
RZEENET-A=T—H Balance at 31t December, 2009
RZZ-FE-F-B2EB  and Ist Janvary, 2010 26,145 624 74215 42,620 48,879 7,148 2193 (200) 69,775 785 - 205123 503037 286596 789,633
REREH Profit for the year - - - - - - - - - - - S5775 55775 34874 90,649
TEREN2ENG - Other comprehensive income
for the year:
BERNEBAESE Exchange differences arising on
pdi353 translation of foreign operations - - - - - - - - 14880 - - - 14880 1053 25403
EHEREZDTFERD  Fair value changes on avallable-for-
sale investments - - - - - - - - - 1,361 - - 1,361 - 1,361
Bt BERRE Surplus arising on revaluation of
EEzBR property, plant and equipment - - - 14148 - - - - - - - - 14148 710 2118
EfthE BERRE Deferred tax effect on surplus
EERBIEEHKTE  arising on revaluation of
property, plant and equipment - - - (2,3%) - - - - - - - - (2,3%) 919 (3319
TEEREUREE Total comprehensive income
for the year - - - 1,752 - - - - 14,880 1,361 - 55,775 83,768 51,608 135376
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Consolidated Statement of Changes in Equity
HE-_ZT—ZHF+_A=+—HILFE For the year ended 31st December, 2010
ANIRAARL
Attributable to owners of the Company
RAR BE = 4 RE
Bx  BRE BRORE EfBE $EEE RREES HMEE ERRRE EXBE  EGGER BRERE REEN & FEREE &t
Capital Asset  Enterprise Investment Share Non-
Share redemption Share revaluation expansion  Reserve Other  Capital Translation revaluation  options  Retained controlling
capital  reserve  premium  reserve fund fund  reserve  reserve  reserve  reserve  reserve  profits Total  interests Total
Téx  fEr TR TR TEr  TEx  TEr  TEx  TEr TEx  TEr TEn  TEr TEn TiEn
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000
(Hit35) (Witzs)  (Wdzs)  (Widzs)  (His)
(note 35) (note 35)  (note 35)  (note 35)  (note 35)
LENE BER Revaluation surplus released
FERBHRERER upon disposal of property,
plant and equipment - - - (50) - - - - - = = 50 - - -
EfRARRERE Reversal of deferred tax
EREREAE liability upon release
of revaluation surplus - - - 8 - - - - - - - - 8 - 8
B -EHRAFEER Dividends paid to non-controlling
ERRE interests of a subsidiary - - - - - - - - - - - - - 3193 (3793
Bt RRARERS Dividends paid to the
Company's shareholders - - - - - - - - - - - (5883 (25883 - (25883)
BAGEES Transfer to reserve fund - - - - - 5938 - - - - - (593%) - - -
B\MEERES Transfer to enterprise
expansion reserve - - - - 5,935 - - - - = = (5,935) - - -
TETZA=T-HB Balanceat
31st December, 2010 26,145 624 74215 54,330 54814 13,086 21923 (200) 84,655 2,146 - 13192 560930 314411 875341

Kith Holdings Limited
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Consolidated Statement of Cash Flows

HEZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

—B-ZF ZETNEF
2010 2009
TET FET
HK$'000 HK$' 000
REXBECBRERE Cash flows from operating activities
BR B A1 4t 7 Profit before tax 118,807 105,801
FIATIEB B A% Adjustments for:
BERKA Finance costs 16,235 21,022
B A Interest income (5,005) (8,629)
M - R REE Depreciation of property, plant and
ZHE equipment 43,800 41,372
ANHE R #H Amortisation of prepaid lease payments 613 613
VAR D BETE 2 X Share-based payment expenses - 63
BRE=EZBFERK Impairment loss on trade and other
Hip IR 5] & receivables from third parties,
R RIE R EEE deposits and prepayments 258 4,704
ME HERREZ Impairment loss on property, plant
REEE and equipment 12,767 =
LR DB ABEREZ—H  Impairment loss on assets of a subsidiary
MEAREEZREERE previously classified as held for sale 8,759 =
Hin BB E 2 XA Fair value gain on other financial assets
W gs (2,225) (524)
HEME  HBEREZE Loss on disposal of property,
Z B8 plant and equipment 886 468
BEES B Changes in working capital: 194,895 164,890
F &M Increase in inventories (25,116) (32,617)
R E=EEFHEIR (Increase)/decrease in trade and other
HEWER flek receivables from third parties, deposits
R FRIE (Em),md and prepayments (136,277) 40,236
FEMEERIRRE 5 (Increase)/decrease in trade receivables from
R (), non-controlling shareholders (37.672) 998
U E R Decrease in loans receivable 25,162 44,944
RIEEBRERYD Decrease in held-for-trading investments 1,873 24,792
ENE SRR REM Increase in trade and other payables
JE A BR AR IE A 38,883 128,527
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Consolidated Statement of Cash Flows

HE-_ZT—ZHF+_A=+—HILFE For the year ended 31st December, 2010

—B-ZF ZETNEF

2010 2009

TET FHET

HK$'000 HK$’ 000

REmGRS Cash generated from operations 61,748 371,770
ERFER Income taxes paid:

EEPBECEMER PRC Enterprise Income Tax paid (19,643) (15,770)

BEHEBNEH Hong Kong Profits Tax paid (403) (3,375)
REXBHEZ Net cash generated from operating activities

ReFH 41,702 352,625
REXKRZHRERE Cash flows from investing activities
BAME  HERRE Payments for purchase of property, plant

ZX and equipment (51,424) (45,085)
BAME BEX Deposits paid for acquisition of property,

BB 2R & plant and equipment (2,958) (27,260)
Hth 81 7% & E P15 2 58 Proceeds from other financial assets 2,108 696
BARMBEEREZ X Payments for purchase of available-for-sale

investments (4,701) (5,718)
HEME  HER Proceeds from sale of property,

RS 2 FIA plant and equipment 193 2,372
B AR Interest received 1,606 33,957
REEBHER 2B ST Net cash used in investing activities (55,176) (41,038)
MEXBZRERE Cash flows from financing activities
HERTERMG ZHA Proceeds from new bank loans 325,242 278,928
HEEMERMEZHE Proceeds from new other loan 15,000 6,000
SREEBEER Net increase (decrease) in

a0 Rl ) S5 trust receipt loans 82,458 (236,056)
EBERITER Repayment of bank loans (387,763) (272,049)
EBEEMER Repayment of other loan (14,000) (2,000)
EERERE Repayment of finance lease (775) (581)
B AR R R R AR B Dividends paid to the Company's shareholders (25,883) (19,086)
BRI REMEEF S Interest on bank and other borrowings paid (16,440) (21,996)
ENRERERNS Interest on finance lease paid (85) (64)

Kith Holdings Limited
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Consolidated Statement of Cash Flows

HE-_ZT—ZF+_HA=1+—HILFE For the year ended 31st December, 2010

—E-2F —ZTNEF
2010 2009
TER THET
HK$'000 HK$’ 000
B — KB A R IR Dividends paid to non-controlling shareholders
BRI S, of a subsidiary (23,793) (22,484)
MEXBMERZ Net cash used in financing activities
REFH (46,039) (289,388)
ReERELEEYZ Net (decrease) increase in cash and
(Rl 4>) 18 hn % 28 cash equivalents (59,513) 22,199
FPzEER Cash and cash equivalents at
BeZEY the beginning of year 113,735 91,801
HEEEZEB 2 HE Effect of foreign exchange rate changes 10,568 (265)
FHR2E® Cash and cash equivalents at
RREZEEY the end of year 64,790 113,735
FRZEER Cash and cash equivalents at
REZEY the end of year
B Represented by:
RITEBREIRE Bank balances and cash 65,074 113,726
Bt ADBEAREHEZ Bank balances and cash included in a
HEMHE ZRTT disposal group classified as held for sale
B REE - 9
RITEX Bank overdraft (284) =
64,790 113,735
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Notes to the Consolidated Financial Statements

HE-Z—ZTF+-_A=+—HIFE For the year ended 31st December, 2010

1. —REH
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M ° T HE R AAccufit Investments Inc.
(HA—RMERBREREHS ((REE
ZEE]) FMEKLZ AR TIARRA
ZERARFEERAR - AR Z
A EEI R F EEE D 5
£Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda X & /% X &,
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ARE T —EREERAF - RNQA
ZEEWBRAB EFEEBEHNME
43 o

meEMBKRA T BT (EBT]) 3
BT ARRRZINEEE -

2. ERAHMAIREEIEREYR
& 2= Al
REFE  AEBEAEEGHETL
& ((ERGHALE)) Bz THIH
STRAGE TR - (EE RRTR (T3]
REETEERBRERA)) - ZF
RAER-F—BF—A—BMKZ
& 3 HAR A 2 o

58 Kith Holdings Limited

GENERAL INFORMATION

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

subsidiaries are set out in note 43.

The consolidated financial statements are presented
in Hong Kong dollar (“HKD"), which is the same as

the functional currency of the Company.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied the
following new and revised standards, amendments
and interpretations (“new and revised HKFRSs")
issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") which are
effective for annual periods beginning from 1st

January, 2010.
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Notes to the Consolidated Financial Statements

HEZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRSs (Amendments) Amendments of HKFRS 5 as a part of
Improvements to HKFRSs issued in
2008

HKFRSs (Amendments) Improvements to HKFRSs issued in 2009

HKAS 27 (Revised) Consolidated and Separate Financial
Statements

HKAS 39 (Amendment) Eligible Hedged Items

HKFRS 2 (Amendment) Group Cash-settled Share-based Payment
Transactions

HKFRS 3 (Revised) Business Combinations

HK(IFRIC) - Int 17 Distributions of Non-cash Assets
to Owners

HK - Int 5 Presentation of Financial Statements -

Classification by the Borrower of a
Term Loan that Contains a Repayment
on Demand Clause

HKAS 27 (as revised in 2008) “Consolidated and
Separate Financial Statements” and HKFRS 3 (as

revised in 2008) “Business Combinations”

The Group applies HKFRS 3 (as revised in 2008)
prospectively to business combinations for which
the acquisition date is on or after 1st January, 2010.
The requirements in HKAS 27 (as revised in 2008)
in relation to accounting for changes in ownership
interests in a subsidiary after control is obtained
and for loss of control of a subsidiary are also
applied prospectively by the Group on or after 1st
January, 2010.
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Kith Holdings Limited

2.

For the year ended 31st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKAS 27 (as revised in 2008) “Consolidated
and Separate Financial Statements” and HKFRS
3 (as revised in 2008) “Business Combinations”

(continued)

As there was no transaction during the current
year in which HKFRS 3 (as revised in 2008) and
HKAS 27 (as revised in 2008) are applicable, the
application of HKFRS 3 (as revised in 2008), HKAS
27 (as revised in 2008) and the consequential
amendments to other HKFRSs had no effect on
the consolidated financial statements of the Group
for the current or prior accounting periods except
for the allocation of any losses incurred by a non-
wholly owned subsidiary between the controlling

and non-controlling interests.

As a result of the amendments to HKAS 27, as from
1st January, 2010, any losses incurred by a non-
wholly owned subsidiary will be allocated between
the controlling and non-controlling interests in
proportion to their interests in that entity, even if
this results in a deficit balance within consolidated
equity being attributed to the non-controlling
interests. Previously, if the allocation of losses to
the non-controlling interests would have resulted in
a deficit balance, the losses were only allocated to
the non-controlling interests if the non-controlling
interests were under a binding obligation to make
good the losses. In accordance with the transitional
provisions in HKAS 27, this new accounting policy is
being applied prospectively and therefore previous
periods have not been restated. The application of
this new accounting policy does not have any effect
on the allocation of losses to the non-controlling
interests in the current period as none of the non-

controlling interests have a deficit balance.
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Notes to the Consolidated Financial Statements

HE-_ZT—ZF+_HA=1+—HILFE For the year ended 31st December, 2010
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKAS 27 (as revised in 2008) “Consolidated
and Separate Financial Statements” and HKFRS
3 (as revised in 2008) “Business Combinations”

(continued)

Results of the Group in future periods may be
affected by future transactions for which HKFRS 3
(as revised in 2008), HKAS 27 (as revised in 2008)
and the consequential amendments to the other

HKFRSs are applicable.

Amendment to HKAS 17 “Leases”

As part of improvements to HKFRSs issued in
2009, HKAS 17 has been amended in relation to
the classification of leasehold land. Before the
amendment to HKAS 17, the Group was required
to classify leasehold land as operating leases and
to present leasehold land as land use rights in
the consolidated statement of financial position.
The amendment to HKAS 17 has removed such
requirement. The amendment requires that the
classification of leasehold land should be based
on the general principles set out in HKAS 17, that
is, whether or not substantially all the risks and
rewards incidental to ownership of a leased asset
have been transferred to the lessee. The Group
has reassessed the classification of unexpired
leasehold land as at 1st January, 2010 based on
the information that existed at the inception of the
leases. The application of the amendment to HKAS
17 has had no effect on the consolidated financial
statements of the Group for the current or prior

accounting periods.
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Kith Holdings Limited

2.

For the year ended 31st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Hong Kong Interpretation 5 “Presentation
of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a

Repayment on Demand Clause”

Hong Kong Interpretation 5 “Presentation
of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a
Repayment on Demand Clause” (“HK Int 5”)
clarifies that term loans that include a clause that
gives the lender the unconditional right to call the
loans at any time (“repayment on demand clause”)
should be classified by the borrower as current
liabilities irrespective of the probability that the
lender will invoke the clause without cause. The
Group has applied HK Int 5 for the first time in
the current year. HK Int 5 requires retrospective

application.

In order to comply with the requirements set out
in HK Int 5, the Group has changed its accounting
policy on classification of term loans with a
repayment on demand clause. Under the new
policy, term loans with a repayment on demand
clause are classified as current liabilities in the
statement of financial position. Previously, such
term loans were classified in accordance with the
agreed scheduled repayment dates set out in the
loan agreements unless the Group had breached
any of the loan covenants set out in the agreements
as of the reporting date or otherwise had reason
to believe that the lender would invoke its rights
under the immediate repayment clause within the

foreseeable future.
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Notes to the Consolidated Financial Statements

HE-ZZ—ZTF+_F=+—HIFE For the year ended 31st December, 2010
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Hong Kong Interpretation 5 “Presentation
of Financial Statements — Classification by
the Borrower of a Term Loan that Contains a

Repayment on Demand Clause” (continued)

The new accounting policy has been applied
retrospectively by re-presenting the opening
balances at 1st January, 2009, with consequential
reclassification adjustments to comparatives
for the year ended 31st December, 2009. The
reclassification has had no effect on reported profit
or loss, total comprehensive income or equity for

any period presented.

Effect of adoption of HK Int 5 on the consolidated

statement of financial position

R-2-%BF R-TTNF R-_ZTITNF

+=ZA=+-R +ZHA=+—H —A—AH
At At At
31st December, 31st December, 1st January,
2010 2009 2009
TET FHET TR
HK$’ 000 HK$’ 000 HK$’ 000
AT RIE 2 CRA) Increase (decrease) in
mEBEE Current liabilities
&= Borrowings 37,214 34,654 79,748
ERBEE Non-current liabilities
P Borrowings (37,214) (34,654) (79,748)
ZETHESRD 25N Ea &R H Such term loans have been presented in the earliest
ST 7 B B 5 H R 5 4B Bl DA R Bt 177 3% time band in the maturity analysis for financial
TR B HA A (2B 3E6(b)) ° liabilities that reflects the remaining contractual

maturities (see note 6(b)).
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Kith Holdings Limited

2.

For the year ended 31st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

In the current year, the Group has applied the
amendments to HKAS 1 “Presentation of Financial
Statements” (as part of improvements to HKFRSs
issued in 2010) in advance of their effective date
(annual periods beginning on or after 1st January,
2011). The amendments to HKAS 1 clarify that
an entity may choose to present the required
analysis of items of other comprehensive income
either in the consolidated statement of changes in
equity or in the notes to the consolidated financial
statements. The Group chooses to present the
required analysis of items of other comprehensive
income in the consolidated statement of changes
in equity. The amendments have been applied

retrospectively.

The Group has not early applied the following new

and revised HKFRSs that have been issued but are

not yet effective for the year ended 31st December,

2010:

HKFRSs (Amendments) Improvements to HKFRSs issued in 2010,
except for early application of the
Amendments to HKAS 1!

HKFRS 1 (Amendments) Limited Exemption from Comparative
HKFRS 7 Disclosures for First-time
Adopters ?

HKFRS 7 (Amendments) Disclosures - Transfer of Financial
Assets ©

HKFRS 9 Financial Instruments 3
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HE-_ZT—ZF+_HA=1+—HILFE For the year ended 31st December, 2010
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKAS 12 (Amendments) Deferred Tax: Recovery of Underlying

Assets ?

HKAS 24 (as revised in 2009)  Related Party Disclosures *

HKAS 32 (Amendment) Classification of Rights Issues ®
HK(IFRIC) - Int 14

(Amendments)

Prepayments of a Minimum Funding
Requirement *
HK(IFRIC) - Int 19 Extinguishing Financial Liabilities with

Equity Instruments 2

L Effective for annual periods beginning on or after

1st July, 2010 or Tst January, 2011, as appropriate

Z Effective for annual periods beginning on or after
1st July, 2010

2 Effective for annual periods beginning on or after
1st January, 2013

e Effective for annual periods beginning on or after
1st January, 2011

3 Effective for annual periods beginning on or after
1st February, 2010

@ Effective for annual periods beginning on or after
1st July, 2011

g Effective for annual periods beginning on or after

1st January, 2012

Improvements to HKFRSs issued in 2010 comprises
a collection of necessary, but not urgent,
amendments to HKFRSs. The Group does not expect
adoption of these amendments to have a significant

effect on the consolidated financial statements.
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HE-ZT—ZTF+_A=+—HIFE For the year ended 31st December, 2010
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 “Financial Instruments” (as issued in
November 2009) establishes new principles for the
classification and measurement of financial assets.
HKFRS 9 “Financial Instruments” (as revised in
November 2010) adds requirements for financial
liabilities and for derecognition. The main changes
to the requirements of HKAS 39 are summarised

below:

- Under HKFRS 9, all recognised financial

assets that are within the scope of HKAS
39 “Financial Instruments: Recognition and
Measurement” are subsequently measured
at either amortised cost or fair value.
Specifically, debt investments that are held
within a business model whose objective is
to collect the contractual cash flows, and
that have contractual cash flows that are
solely payments of principal and interest
on the principal outstanding are generally
measured at amortised cost. All other debt
investments and equity investments are

measured at their fair values.
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

- In relation to financial liabilities, the
significant change relates to financial
liabilities that are designated as at fair value
through profit or loss. Specifically, under
HKFRS 9, for financial liabilities that are
designated as at fair value through profit or
loss, the amount of change in the fair value
of the financial liability that is attributable
to changes in the credit risk of that liability
is presented in other comprehensive income,
unless the presentation of the effects of
changes in the liability’s credit risk in other
comprehensive income would create or
enlarge an accounting mismatch in profit
or loss. Changes in fair value attributable
to a financial liability’s credit risk are not
subsequently reclassified to profit or loss.
Previously, under HKAS 39, the entire
amount of the change in the fair value of the
financial liability designated as at fair value
through profit or loss was presented in profit

or loss.

HKFRS 9 is effective for annual periods beginning
on or after 1st January, 2013, with earlier
application permitted. It is required to be applied
retrospectively, but if adopted prior to 1st January,
2012, an entity will be exempted from the
requirement to restate prior period comparative
information. The Group is presently studying the
implications of applying HKFRS 9. It is impracticable
to quantify the impact of HKFRS 9 as at the date of

publication of these financial statements.
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Kith Holdings Limited

2.

For the year ended 31st December, 2010

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

The directors of the Company anticipate that the
application of the other new and revised HKFRSs
will have no material impact on the consolidated

financial statements.

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), which is a
collective term that includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”), and
interpretations (“Ints”) issued by the HKICPA,
and accounting principles generally accepted in
Hong Kong. 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.

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

accounting policies set out below.
Non-current assets and disposal groups classified
as held for sale are stated at the lower of carrying

amount and fair value less costs to sell.

The principal accounting policies are set out below.



mE MR E M

Notes to the Consolidated Financial Statements

HEZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

TESTBR(E)

mERE
HEMBREBERARIRARE (K
MEBAR)ZEHzER(BERHE O
ER)RHEIERAE o MARE B EZE
ZEBZHMBEREEBOR - UREE
B BN S BRI A A -

FRKBHLENB AR ZEETIH
WELERABESHFERELERA
HiE(ER) FAGEKER -

WERE AKESHMBEBRABZH
ﬁ%ﬂ%ﬁf’ﬁﬂj.ﬁﬁ EEEHHRRERN
SEEMKERRARAERT B -

FESERRS &8 WA X H
REBERRERS 2 RBREHHH
FERBERHE-

-_{

*éﬁﬁ% BFBEENRNZ I RERD

FEMBARERZESET  BAQ
AEAEARGEEZ DI - JEER
REMGGANBARIFEEZ R
ERZEEaNRAEEBAHBHZ
AR MO S E(E %A 0T B
RZBHEZE) -

=

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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,
expenses and unrealised gains on transactions
between group entities are eliminated on

consolidation.

Non-controlling interests in the net assets of
consolidated subsidiaries are presented in the
consolidated statement of financial position within
equity, separately from the equity attributable
to the owners of the Company. Non-controlling
interests in the net assets of consolidated
subsidiaries consist of the amount of those interests
at the date of the original business combination
and the non-controlling interests’ share of changes

in equity since the date of the combination.
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Kith Holdings Limited

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Non-controlling interests in the results of the Group
are presented on the face of the consolidated
income statement and the consolidated statement
of comprehensive income as an allocation of the
total profit or loss and total comprehensive income
for the year between non-controlling interests and

the owners of the Company.

Allocation of total comprehensive income to non-

controlling interests

Total comprehensive income and expense of
a subsidiary is attributed to the owners of the
Company and to the non-controlling interests even
if this results in the non-controlling interests having
a deficit balance. Prior to 1st January, 2010, losses
applicable to the non-controlling interests in excess
of the non-controlling interests in the subsidiary’s
equity were allocated against the interests of the
Group except to the extent that the non-controlling
interests had a binding obligation and were able to

make an additional investment to cover the losses.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)
Basis of consolidation (continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in
existing subsidiaries on or after 1st January, 2010

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group's interests and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests
are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair
value of the consideration received and the fair
value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-
controlling interests. Where certain assets of the
subsidiary are measured at revalued amounts or
fair values and the related cumulative gain or
loss has been recognised in other comprehensive
income and accumulated in equity, the amounts
previously recognised in other comprehensive
income and accumulated in equity are accounted
for as if the Company had directly disposed of
the related assets (i.e. reclassified to profit or
loss or transferred directly to retained earnings).
The fair value of any investment retained in the
former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition for
subsequent accounting under HKAS 39 “Financial
Instruments: Recognition and Measurement” or,
when applicable, the cost on initial recognition of
an investment in an associate or a jointly controlled
entity.
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Kith Holdings Limited

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in

existing subsidiaries (continued)

Changes in the Group’s ownership interests in

existing subsidiaries prior to 1st January, 2010

Increases in interests in existing subsidiaries were
treated in the same manner as the acquisition of
subsidiaries, with goodwill or a bargain purchase
gain being recognised where appropriate. For
decreases in interests in subsidiaries, regardless of
whether the disposals would result in the Group
losing control over the subsidiaries, the difference
between the consideration received and the
adjustment to the non-controlling interests was

recognised in profit or loss.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
any impairment losses, unless the investment is
classified as held for sale or included in a disposal

group that is classified as held for sale.

Business combinations

Business combinations that took place on or after

1st January, 2010

Acquisitions of businesses are accounted for
using the acquisition method. The consideration
transferred in a business combination is measured
at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group
to the former owners of the acquiree and the
equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related
costs are generally recognised in profit or loss as

incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Business combinations that took place on or after

1st January, 2010 (continued)

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are recognised

at their fair value, except that:

- deferred tax assets or liabilities and liabilities
or assets related to employee benefit
arrangements are recognised and measured
in accordance with HKAS 12 “Income
Taxes” and HKAS 19 “Employee Benefits”

respectively;

- liabilities or equity instruments related to
share-based payment transactions of the
acquiree or the replacement of an acquiree’s
share-based payment transactions with
share-based payment transactions of the
Group are measured in accordance with
HKFRS 2 “Share-based Payment” at the

acquisition date; and

- assets (or disposal groups) that are classified
as held for sale in accordance with HKFRS
5 "Noncurrent Assets Held for Sale and
Discontinued Operations” are measured in

accordance with that standard.

Annual Report 2010

73



74

o)

1 75 Bk B BT 5

Notes to the Consolidated Financial Statements

BE-T-BE+-AS+—AILFRE

3.

TESTBR(E)

EBEO(E)

S
1

\
\ “‘/ﬂ
*T
Niy

\
I
&
N
Kni
XT;\;
Hy
N

=
i

< =

I AT AN [2F

*&717a U (

BESMBHZNRE REKEQF
Z AT ] SR AU 25 K WK BB 1 B AT HE
BB ARZEE (ME) A FEZ
AR A P U 2 7T BRI & B Mo
ZEERBERZFRZER © Wl
& - P UCRE 2 7 38Rl % E B P A
FREERKBRZFERRERZAK
f“éﬁ : 3ETWH§%*%%&WE§QE¢%T£
,,,,, HYERBEAFEREELQR
Z%\@Mﬂ RFEZAM - B2
ZEBAERBEARRSHERE
Yo gs o

BERNEB 2 E=BERNEREERS
ABBELOIDIEERFEEZ IR
iz - AR A FERIFTRE
mEEEKEARABINEEFEZ
ERREELAGE - FEEERT
BERSMELER HtER
TR IR E A T ES S —HER]
REZS—HASHEEFE

Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Business combinations that took place on or after

1st January, 2010 (continued)

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the
fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of
the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If,
after assessment, the net of the acquisition-
date amounts of the identifiable assets acquired
and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair
value of the acquirer’s previously held interest
in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase

gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of
liquidation may be initially measured either at
fair value or at the non-controlling interests’
proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling
interests are measured at their fair value or another

measurement basis required by another standard.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Business combinations that took place prior to 1st

January, 2010

Acquisition of businesses was accounted for using
the purchase method. The cost of the acquisition
was 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
met the relevant conditions for recognition were
generally recognised at their fair value at the

acquisition date.

Goodwill arising on acquisition was recognised
as an asset and initially measured at cost, being
the excess of the cost of the acquisition over the
Group's interest in the recognised amounts of
the identifiable assets, liabilities and contingent
liabilities recognised. If, after assessment, the
Group's interest in the recognised amounts of
the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeded the cost of the
acquisition, the excess was recognised immediately

in profit or loss.

The minority interest in the acquiree was initially
measured at the minority interest’'s proportionate
share of the recognised amounts of the assets,

liabilities and contingent liabilities of the acquiree.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill

Goodwill arising on an acquisition of a business
is carried at cost less accumulated impairment
losses, if any, and is presented separately in the

consolidated statement of financial position.

For the purposes of impairment testing, goodwill
is allocated to each of the Group’s cash-generating
units (or groups of cash-generating units) that
is expected to benefit from the synergies of the

combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or
more frequently when there is indication that the
unit may be impaired. If the recoverable amount
of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of
the unit on a pro-rata basis based on the carrying
amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit
or loss in the consolidated income statement. An
impairment loss recognised for goodwill is not

reversed in subsequent periods.

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

the determination of the profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Non-current assets and disposal groups held for sale

Non-current assets and disposal groups are
classified as held for sale if their carrying amount
will be recovered principally through a sale
transaction rather than through continuing use.
This condition is regarded as met only when the
sale is highly probable and the asset (or disposal
group) is available for immediate sale in its present
condition. Management must be committed to
the sale, which should be expected to qualify for
recognition as a completed sale within one year

from the date of classification.

When the Group is committed to a sale plan
involving loss of control of a subsidiary, all of the
assets and liabilities of that subsidiary are classified
as held for sale when the criteria described above
are met, regardless of whether the Group will retain
a non-controlling interests in its former subsidiary

after the sale.

Non-current assets and disposal groups classified
as held for sale are measured at the lower of their
previous carrying amounts and fair values less costs

to sell.

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 cost or fair
value at the date of revaluation, less subsequent
accumulated depreciation and accumulated

impairment losses, if any.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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 statement
of financial position at their revalued amounts,
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 amounts do
not differ materially from that which would be
determined using fair values at the end of the

reporting period.

Any revaluation increase arising on revaluation
of an asset is recognised in other comprehensive
income, and accumulated under the heading of
asset revaluation reserve, except to the extent that
it reverses a revaluation decrease of the same asset
previously recognised in profit or loss, in which
case the increase is credited to profit or loss to
the extent of the decrease previously expensed.
A decrease in the net carrying amount arising on
revaluation of an asset is recognised in profit or
loss to the extent that it exceeds the balance, if
any, held in the asset revaluation reserve relating
to a previous revaluation of that asset. On the
subsequent sale or retirement of a revalued asset,
the attributable revaluation surplus remaining in the
asset revaluation reserve is transferred directly 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 values, using
the straight-line method. The estimated useful
lives, residual values and depreciation method are
reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for

on a prospective basis.

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.

Assets held under finance leases are depreciated
over their estimated useful lives on the same basis
as owned assets or, where shorter, the term of the

relevant lease.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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 the disposal or retirement of an item
of property, plant and equipment is determined
as the difference between the sales proceeds and
the carrying amount of the asset and is recognised
in profit or loss in the year in which the item is

derecognised.

Impairment loss on tangible assets

At the end of the reporting period, 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
any such indication exists, the recoverable amount
of the asset is estimated in order to determine the
extent of the impairment loss, if any. Where it is
not possible to estimate the recoverable amount
of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to
which the asset belongs. Where a reasonable and
consistent basis of allocation can be identified,
corporate assets are also allocated to individual
cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating
units for which a reasonable and consistent

allocation basis can be identified.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment loss on tangible assets (continued)

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset
for which the estimates of future cash flows have

not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the
asset (or cash-generating unit) is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss, 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 (or cash-
generating unit) 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 (or
cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit
or loss, 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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Kith Holdings Limited

3.

For the year ended 31st December, 2010

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 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 recognised
when it is probable that the economic benefits will
flow to the Group and the amount of revenue can
be measured reliably. Interest income 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
estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying

amount on initial recognition.

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.

Assets held under finance leases are initially
recognised as assets of the Group at their fair value
at the inception of the lease or, if lower, at the
present value of the minimum lease payments. The
corresponding liability to the lessor is included in
the consolidated statement of financial position as

a finance lease obligation.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)

Lease payments are apportioned between finance
costs and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining
balance of the liability. Finance costs are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case
they are capitalised in accordance with the Group’s
policy on borrowing costs (see the accounting

policy below).

Operating lease payments are recognised as an
expense 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.

Land use rights

Payments for obtaining land use rights that are
classified as operating leases are accounted for as
prepaid lease payments and charged to profit or
loss over the period of the right using the straight-

line method.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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 end of the reporting

period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and
liabilities in the consolidated financial statements
and the corresponding tax bases used in the
computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are
generally recognised for all deductible temporary
differences to the extent that it is probable that
taxable profits will be available against which those
deductible temporary differences can be utilised.
Such deferred tax 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary differences associated with 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. Deferred tax
assets arising from deductible temporary differences
associated with such investments are only
recognised to the extent that it is probable that
there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable

future.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period 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 assets and liabilities are measured
at the tax rates that are expected to apply in the
period in which the liability is settled or the asset
is realised. The measurement of deferred tax assets
and liabilities reflects the tax consequences that
would follow from the manner in which the Group
expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets

and liabilities.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Current or deferred tax for the year is recognised
in profit or loss, except when it relates to items
that are recognised in other comprehensive
income or directly in equity, in which case, the
current and deferred tax is also recognised in
other comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the

accounting for the business combination.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, costs of conversion
and other costs that have been incurred in bringing
the inventories to their present condition, is
calculated using the weighted average cost method.
Net realisable value represents the estimated selling
price for inventories less all estimated costs of

completion and costs necessary to make the sale.

Retirement benefit 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.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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 the end of the reporting period,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that 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.

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
other comprehensive income, in which cases, the
exchange differences are also recognised directly in

other comprehensive income.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

For the purpose of presenting the consolidated
financial statements, the assets and liabilities of the
Group's foreign operations are translated into the
presentation currency of the Group (i.e. HKD) at
the rate of exchange prevailing at the end of the
reporting period, and their income and expenses
are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly
during that period, in which case, the exchange
rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity under the heading of
translation reserve (attributed to non-controlling
interests as appropriate).

From 1st January, 2010 onwards, on the disposal of
a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that
includes a foreign operation, a disposal involving
loss of joint control over a jointly controlled entity
that includes a foreign operation, or a disposal
involving loss of significant influence over an
associate that includes a foreign operation), all of
the exchange differences accumulated in equity
in respect of that operation attributable to the
owners of the Company are reclassified to profit
or loss. In addition, in relation to a partial disposal
that does not result in the Group losing control
over a subsidiary that includes a foreign operation,
the proportionate share of accumulated exchange
differences are reattributed to non-controlling
interests and are not recognised in profit or loss.
For all other partial disposals (i.e. partial disposals
of associates or jointly controlled entities that do
not result in the Group losing significant influence
or joint control), the proportionate share of the
accumulated exchange differences is reclassified to
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

Goodwill and fair value adjustments on identifiable
assets acquired arising on the acquisition of a
foreign operation are treated as assets and liabilities
of the foreign operation and translated at the rate
of exchange prevailing at the end of each reporting
period. Exchange differences arising are recognised

in the translation reserve.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially

ready for their intended use or sale.

All other borrowing costs are recognised in profit or

loss in the period in which they are incurred.

Annual Report 2010

89



90

mEMBikE M

Notes to the Consolidated Financial Statements

HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

3. EEEFBER(A)

HERARBL
GEN LR LFa R

EENTHASAGIZNAR A%
(H—EARBEEZHBERR)EEZ
NEPETZ EER THER -

= Bl e SE AL BT B E DA fE
< th

= B ZETLEELFEMARH
EEZRE

= BRENERXIHEXBILEE

- EmPAEMAELERTEZ
RIAT BRI 2

- BRAZZM MBEREE
B IRZE AT ZETLE
ERE YEAIKEEZE

RERE: &
- FENZENEEREREZ
X HBE S E] SEHGHE -

Kith Holdings Limited

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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 (or from the development phase
of an internal project) is recognised if, and only if,

all of the following have been demonstrated:

- the technical feasibility of completing the
intangible asset so that it will be available for

use or sale;

- the intention to complete the intangible

asset and use or sell it;
- the ability to use or sell the intangible asset;

- how the intangible asset will generate

probable future economic benefits;

- the availability of adequate technical,
financial and other resources to complete
the development and to use or sell the

intangible asset; and

- the ability to measure reliably the
expenditure attributable to the intangible

asset during its development.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Research and development expenditure (continued)

The amount initially recognised for internally-
generated intangible assets is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the

period in which it is incurred.

Financial instruments

Financial assets and financial liabilities are
recognised on the consolidated statement of
financial position 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.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets

The Group's financial assets are classified into three
categories, including loans and receivables, financial
assets at fair value through profit or loss and
available-for-sale financial assets. The classification
depends on the nature and purpose of the financial
assets and is determined at the time of initial
recognition. 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.

Fifective interest method

The effective interest method is a method of
calculating the amortised cost of a debt instrument
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 debt instrument,
or, where appropriate, a shorter period to the net

carrying amount on initial recognition.

Income is recognised on an effective interest basis

for debt instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables (including trade and other receivables
from third parties, trade and other receivables
from non-controlling shareholders, short-term
loans receivable 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).

Financial assets at fair value through profit or loss

(“FVTPL")

Financial assets are classified as at FVTPL when
the financial asset is either held-for-trading or it is

designated as at FVTPL on initial recognition.

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

o it has been acquired principally for the

purpose of selling in the near future; or

o on initial recognition, it is part of an
identified portfolio of financial instruments
that the Group manages together and has
a recent actual pattern of short-term profit-

taking; or

o it is a derivative that is not designated and

effective as a hedging instrument.

Annual Report 2010

93



94

ek E M

Notes to the Consolidated Financial Statements

HE-Z—ZTF+-_A=+—HIFE For the year ended 31st December, 2010

3. EEEFBER(E)

BT H (&)
B FEGFARES ([ FEGAE

D) 2 B T R = 4
w |) .2 EEE (&)

HEBTHIER - AIMBEE (FIEEE
MBEERIN) AR P RERBRIETE R
BRAFEAABSNEZHBEE

J ERETERERIANRBRD S
SNEIBE IR 2 N — B Gt 2k i
R Ek

o ZMBEEBKASEZER

BB EEKIEEREIZEAFE

Tz B EES— 40

BaBIMEZBMH  WiKZ

BEXFERRANEBREE B WA
DHEZER

. HENESEA -—RBHIU LRSI
ETAZEHN MBEBGTE
AIE395% [ R T H : #ER Rt
BlEFEDRAHEN(BE
FBE) BEER/RAFESAE
@I EZMBEE °

BAVEFABGRINEZHEEETS
BRAVEAE MEHNAERZEE
EREEEZHBEAEERTER

RHETRH 6Tt 2 T A RE

I

Kith Holdings Limited

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (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; or

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 "Financial Instruments: Recognition and
Measurement” permits the entire combined
contract (asset or liability) to be designated
as at FVTPL.

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss in the period in which
they arise. Fair value is determined in the manner

described in note 6(c).
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

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

investments.

Available-for-sale financial assets are measured
at fair value at the end of the reporting period.
Changes in fair value are recognised in other
comprehensive income and accumulated under the
heading of investments revaluation reserve until
the financial asset is disposed of or is determined
to be impaired, at which time, the cumulative gain
or loss previously accumulated in the investments
revaluation reserve is reclassified to profit or loss
(see accounting policy in respect of 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 the end of the reporting period (see
accounting policy in respect of impairment of

financial assets below).
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Kith Holdings Limited

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at the end
of each reporting period. Financial assets are
considered to be impaired when 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 affected.

For available-for-sale equity investments, 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; or

o breach of contract, such as default
or delinquency in interest or principal

payments; or

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

organisation; or

o the disappearance of an active market for
that financial asset because of financial

difficulties.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

Trade and other receivables are assessed not to be
impaired individually are, in addition, assessed for
impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could
include the Group's past experience of collecting
payments and observable changes in national
or local economic conditions that correlate with

default on receivables.

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

discounted at the original effective interest rate.

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.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables, 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 is considered uncollectible, it is written
off against the allowance account. Subsequent
recoveries of amounts previously written off are

credited to profit or loss.

When an available-for-sale financial asset is
considered to be impaired, cumulative gains or
losses previously recognised in other comprehensive
income are reclassified to profit or loss in the

period.

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

recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

Impairment losses on available-for-sale equity
investments previously recognised in profit or
loss are not reversed through profit or loss in
subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly
in other comprehensive income and accumulated in

investment revaluation reserve.

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.

Effective interest method

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

carrying amount on initial recognition.

Interest expense is recognised on an effective

interest basis.

Financial liabilities

Financial liabilities including trade and other
payables, dividend payable to non-controlling
shareholders, obligations under finance lease and
borrowings are subsequently measured at amortised

cost, using the effective interest method.
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100 Kith Holdings Limited

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Company are recognised at the

proceeds received, net of direct issue costs.

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

Company’s own equity instruments.

Derivative financial instruments

Derivatives are initially recognised at fair value at
the date when derivative contracts are entered
into and are subsequently remeasured to their
fair value at the end of the reporting period. The
resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and
effective as a hedging instrument, in which case the
timing of the recognition in profit or loss depends

on the nature of the hedge relationship.

Derivatives not designated into an effective hedge
relationship are classified as current or non-current

on the basis of their expected settlement dates.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Derecognition

The Group derecognises a financial asset only
when the contractual rights to receive cash flows
from the asset expire, or when it transfers the
financial assets and substantially all the risks and
rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership
and continues to control the transferred asset, the
Group recognises its retained interest in the asset
and an associated liability for amounts it may have
to pay. If the Group retains substantially all the risks
and rewards of ownership of a transferred financial
asset, the Group continues to recognise the
financial asset and also recognises a collateralised

borrowing for the proceeds received.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income
and accumulated in equity is recognised in profit or

loss.
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Kith Holdings Limited

3.

For the year ended 31st December, 2010

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Derecognition (continued)

On derecognition of a financial asset other than
in its entirety (e.g. when the Group retains an
option to repurchase part of a transferred asset or
retains a residual interest that does not result in the
retention of substantially all the risks and rewards
of ownership and the Group retains control), the
Group allocates the previous carrying amount of
the financial asset between the part it continues
to recognise under continuing involvement, and
the part it no longer recognises on the basis of the
relative fair values of those parts on the date of
the transfer. The difference between the carrying
amount allocated to the part that is no longer
recognised and the sum of the consideration
received for the part no longer recognised and
any cumulative gain or loss allocated to it that
had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative
gain or loss that had been recognised in other
comprehensive income is allocated between the
part that continues to be recognised and the part
that is no longer recognised on the basis of the

relative fair values of those parts.

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid

and payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Share-based payment arrangement

Share options granted to directors and employees in

an equity-settled share-based payment arrangement

For grants of share options that are conditional
upon satisfying specified vesting conditions, the
fair value of services received is determined by
reference to the fair value of share options granted
at the grant date and is expensed on a straight-line
basis over the vesting period, with a corresponding

increase in equity (share options reserve).

For share options that vest immediately at the date
of grant, the fair value of the share options granted

is expensed immediately to profit or loss.

When share options are exercised, the amount
previously recognised in share options reserve
will be transferred to share premium. When 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

be transferred to retained earnings.
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Kith Holdings Limited

4.

For the year ended 31st December, 2010

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting
policies, which are described in note 3,
management is 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
underlying 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.

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period
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 or loss when there is objective evidence that

the amount is not recoverable.
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4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment loss on loans receivable (continued)

In determining whether allowance for bad and
doubtful debts is required, the Group takes in
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, 2010, the carrying amount of loans
receivable amounted to HK$65,605,000 (2009:
HK$87,368,000).
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Kith Holdings Limited

4.

For the year ended 31st December, 2010

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment loss on trade receivables from third

parties

Management regularly reviews the recoverability
and aging of the trade receivables. Allowance for
doubtful debts is made on trade receivables based
on the evaluation of collectability and aging analysis
of the trade debts and on directors’ judgement.
When there is objective evidence of impairment
loss, the Group takes into consideration the
estimation of future cash flows. The amount of
the impairment loss is measured as the difference
between the asset’'s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition). Where the
actual future cash flows are less than expected,
a material impairment loss may arise. As at 31st
December, 2010, the carrying amount of trade
receivables is approximately HK$511,777,000 (net
of allowance for doubtful debts of approximately
HK$11,737,000) (2009: HK$400,866,000 (net
of allowance of doubtful debts of approximately
HK$11,485,000)).
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4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment loss on assets of a subsidiary previously

classified as held for sale

At as 31st December, 2010, management had
reviewed the carrying amounts of the assets (mainly
comprised property, plant and equipment) of a
subsidiary previously classified as held for sale to
determine whether there is any indication that
those assets have suffered an impairment loss.
Impairment loss for the excess of the carrying
amounts over the estimated recoverable amounts of
those assets is recognised in profit or loss. For the
year ended 31st December, 2010, an impairment
loss of HK$8,759,000 was recognised in the profit
or loss in respect of the assets of a subsidiary
previously classified as held for sale (2009: nil).

Details are set out in note 28.

Valuation of property, plant and equipment

The revalued amounts of the Group’'s property,
plant and equipment as at 31st December, 2010
are determined by the management with reference
to the appraisal undertaken by an independent
professional qualified valuer based on the market
values or depreciated replacement costs. During
the year, the surplus arising on the revaluation
amounting to approximately HK$21,278,000 has
been credited to the asset revaluation reserve
(2009: nil). An impairment loss of property, plant
and equipment of approximately HK$12,767,000
was recognised in the consolidated income
statement for the year ended 31st December, 2010
(2009: nil).
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Kith Holdings Limited

For the year ended 31st December, 2010

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that
entities in the Group will be able to continue as
a going concern while maximising the return to
stakeholders through the optimisation of the debt
and equity balance. The Group’s overall strategy

remains unchanged from prior year.

The capital structure of the Group consists of net
debt, which includes the borrowings and obligation
under finance lease disclosed in notes 30 and 31
respectively, net of bank balances and cash, and
equity attributable to owners of the Company,
comprising issued share capital, reserves and

retained profits.

The Group’s management reviews the capital
structure on a semi-annual basis. As part of this
review, the management considers the cost of
capital and the risks associated with each class of
capital. The Group has a target gearing ratio of not
more than 70% (2009: 70%) determined as the
proportion of net debt to equity.
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For the year ended 31st December, 2010

CAPITAL RISK MANAGEMENT

(continued)

The gearing ratio at the end of the reporting period

was as follows:

—2-2F _—TThF

2010 2009

FHET FAT

HK$’'000 HK$' 000

f&IA() Debt (i) 452,555 426,098
IRITHEHR MRS Bank balances and cash (65,074) (113,735)

RIAF 5 Net debt 387,481 312,363

iAW) Equity (ii) 875,341 789,633

BIE SRR R Net debt to equity ratio

Z & 44.3% 39.6%

(i) BEHzZEEARBREHESE X (i) Debt is defined as long and short-term borrowings

LRBEHEEME  FBEIREME

3031

(ii) REBEAEE 2 HBBALFHE

(BiEEERER) -

and obligation under finance lease as detailed in

notes 30 and 31 respectively.

(ii) Equity includes all capital and reserves of the

Group including non-controlling interests.
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HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

6. 2y = 6. FINANCIAL INSTRUMENTS
a. BT Az &5 a. Categories of financial instruments
—E-2F% ZETNF
2010 2009
FTHT FHET
HK$’000 HK$' 000
MBEE Financial assets
BATEFARR Fair value through profit or loss (FVTPL):
(BRAFEFABR)
RIEEE Held-for-trading 1,972 3,845
Hi i % EE Other financial assets 377 260
2,349 4,105
A ERE Available-for-sale investments 25,284 19,222
B e MR Loans and receivables:
ERE =4 Trade receivables
B 5RA from third parties 511,777 400,866
JE W FE PR R AR 3R Trade receivables from non-controlling
B 5N shareholders 60,910 23,765
BT AH bR Financial assets included in other
E=ERXK receivables from
LB EE third parties 11,548 12,951
Hoh e i FE 1R AR Other receivables from non-controlling
PR R BRI shareholders 1,371 844
o HiE I E X Short-term loans receivable 65,605 87,368
IBITHEBRIRE Bank balances and cash 65,074 113,726
716,285 639,520
BEaE Financial liabilities
BN AT 2 Financial liabilities at amortised cost:
ZHBasE:
ERE 5 R Trade payables 208,499 190,699
Bt AE b e Financial liabilities included in other
B UBAE payables 19,748 10,737
FE e AR AR ER Dividend payable to non-controlling
2B shareholders 1,430 1,309
MEMERT Obligation under finance leases 1,744 2,519
EBE Borrowings 450,811 423,579
682,232 628,843

Kith Holdings Limited
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For the year ended 31st December, 2010

6. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and
policies

The Group’s major financial instruments
include available-for-sale investments, trade
and other receivables from third parties
and non-controlling shareholders, short-
term loans receivable, held-for-trading
bank

balances and cash, trade and other payables,

investments, other financial assets,
dividend payable to non-controlling
shareholders, borrowings and obligation
under finance lease. 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.

Market risk

(i) Currency risk

Currency risk is the risk that the
holding of foreign currencies will
affect the Group’s position as a result
of a change in foreign currency
exchange rates. The Group has no
significant foreign currency risk as
most of the Group’s financial assets
and liabilities are denominated in
functional currencies of relevant
group entities and United States
dollar ("USD") to which the directors
consider that the Group’s exposure
does not give rise to significant
foreign currency risk on the ground
that HKD is pegged to USD.
Accordingly, no quantitative market
risk disclosures for currency risk have
been prepared.
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6.

=+—HIEFE For the year ended 31st December, 2010

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Market risk (continued)

(i) Interest rate risk
The Group’s exposure to cash flow
interest rate risk is mainly attributable

to variable-rate borrowings.

The Group’s cash flow interest rate
risk is mainly concentrated on the
fluctuation of Hong Kong Interbank
Offer Rate (“HIBOR"”), the interest
rate prescribed by the People’s
Bank of China and the prime rate
prescribed by the Federal Reserve of
the United States of America arising

from the Group’s 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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6. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Market risk (continued)

(i) Interest rate risk (continued)

Sensitivity analysis

The sensitivity analysis below has
been determined based on the
exposure to interest rates for the
Group's variable-rate borrowings. The
analysis is prepared assuming these
financial instruments outstanding
at the end of the reporting period
were outstanding for the whole
year. A 100 basis points (2009: 100
basis points) increase or decrease
in interest rates 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 (2009: 100 basis points)
higher/lower and all other variables
were held constant, the Group's
post-tax profit for the year ended
31st December, 2010 and the
equity would decrease/increase by
approximately HK$1,676,000 (2009:
decrease/increase by approximately
HK$1,541,000). This is mainly
attributable to the Group’s exposure
to interest rates on its variable-rate

bank borrowings.
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6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

(iii)  Equity price risk
The Group is exposed to equity
price risk through its available-for-
sale investments and held-for-trading
investments. The management
manages this exposure by maintaining
a portfolio of investments with
different risks and return profiles
and closely monitoring available-for-
sale investments and held-for-trading
investments for the price changes.
The Group's equity price risk is mainly
concentrated on equity instruments
qguoted in the Stock Exchange and
fund prices quoted by a broker.

Equity price sensitivity analysis

The sensitivity analysis below has
been determined based on the
exposure to equity price risks at
the end of the reporting period.
For sensitivity analysis purpose, the
sensitivity rate is increased to 15%
in the current year as a result of the

volatile financial market.

Sensitivity analysis for available-for-
sale unlisted investments set out in
note 20(b) has not been presented as
their fair values cannot be measured

reliably.
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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)

If the prices of the respective equity
instruments had been 15% (2009:
5%) higher/lower:

o The Group's other
comprehensive income and
investment revaluation reserve
would increase/decrease by
approximately HK$2,652,000
(2009: HK$581,000) as a result
of the changes in fair value of
available-for-sale investments
(investment savings plan in note
20(a)); and

o The Group’s post-tax profit
and equity for the year
would increase/decrease by
approximately HK$225,000
(2009: HK$154,000) as a result
of the changes in fair value of

held-for-trading investments.

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

reporting period.
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Kith Holdings Limited

6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Credit risk

The Group’s maximum exposure to credit risk
which will cause a financial loss to the Group
due to the failure to perform an obligation
by the counterparties as at 31st December,
2010 and 2009 is the carrying amount of
the respective recognised financial assets
as stated in the consolidated statement of

financial position.

The Group has concentration of credit
risk on top five major customers which
accounted for approximately 48%
(2009: 56%) of the Group’'s total trade
receivables, net of allowance for doubtful
debts amounting to approximately
HK$277,336,000 (2009: HK$237,389,000).
These top five customers are engaged in
manufacturing of packaging products in
the People’s Republic of China (the “PRC"),
trading of television business-related
products in the United States of America
("USA") and trading of other electronic
and related products in Hong Kong and
PRC, which have good repayment history.
The credit period granted to them ranged
from 30 to 120 days. 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. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Credit risk (continued)

The Group also has concentration of credit
risk on its loan receivables which were due
from several counterparties with repayment
history. In order to minimise the credit risk,
the directors continuously monitor the level
of exposure to ensure follow-up actions and/
or corrective actions are taken promptly
to lower exposure or to recover overdue
balances. In addition, the directors review
the recoverable amount of each individual
debtor at the end of the reporting period
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
non-controlling 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, 2010, the Group
had net current assets amounting to
approximately HK$225,008,000 (2009:
HK$177,020,000). The Group is not exposed
to liquidity risk as it has sufficient funds to
meet its financial obligations when they fall

due.
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Kith Holdings Limited

6.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Liquidity risk (continued)

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

loan covenants.

The following tables detail the Group’s
remaining contractual maturity for its non-
derivative financial liabilities. The tables have
been drawn up based on the contractual
undiscounted cash flows (including interest
payments computed using contractual rates
or, if floating, based on rates current at the
end of the reporting period) and the earliest
date on which the Group can be required to

pay.

Specifically, term loans which contain a
repayment on demand clause are included
in the earliest time band regardless of
the probability of the banks choosing to
exercise their rights within one year after
the reporting date. The maturity analysis for
other non-derivative financial liabilities is
prepared based on the scheduled repayment

dates.
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6. FINANCIAL INSTRUMENTS (continued)

b. BHREREEEERBEK (&) b. Financial risk management objectives and
policies (continued)
REEzFE LR (&) Liquidity risk (continued)
M E &K Liquidity table
R-2-%F
EEX =
EAFR 3faR ABREE =t-Bz
188 1388 B1E 1ENE RBER REE
Carrying
amount at
On demand Total 315t
or less than 13 3months Over undiscounted  December,
1 month months  to 1 year Tyear cash flows 2010
ThR Tén Téxn ThR Tén Tén
HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000
-8 2010
FiENBIR Non-derivative financial
instruments
EfEAER Trade payables 149,679 58820 - - 208499 208,499
B ARMEMESR  Financial liabiities included in
by 51 other payables 19,748 - - - 19,748 19,748
EREERREZRE  Dividend payable to non-controlling
shareholders 1,430 - - - 1,430 1,430
BiTExX Bank overdraft 284 - - - 284 284
fEREMEER (i) Trust receipt loans (note) 253,541 - - - 135 253541
gt g () Bank borrowings (note)
-8 - fixed-rate 168,520 = = - 168,520 168,520
-%8 - variable-rate 23,466 - - - 23,466 23,466
EHEF-TR Other loan - fixed rate 5,000 = = = 5,000 5,000
BARBAL Obligations under finance leases n 143 645 1,075 1935 1,744
621,740 58,963 645 1,075 682,423 682,232
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6. BT HEH(E) 6. FINANCIAL INSTRUMENTS (continued)
b. BEREEEEEENKE (&) b. Financial risk management objectives and
policies (continued)
BB A (E) Liquidity risk (continued)
HE B2 & (&) Liquidity table (continued)
RZBENE
EEX +-4
ERATR 3fEA AYHHRE =t-Hz
@A 1-38 A RE 3 MERE EAE
Carrying
amount at
On demand Total 315t
or less than 1-3 3 months Over undiscounted  December,
1 month months 10 1 year 1year  cash flows 2009
ThL AL AL ThL AL AL
HK$'000 HK$" 000 HK$' 000 HK$" 000 HK$" 000 HK$" 000
“EENE(EY) 2009 (restated)
FERBIA Non-derivative financial
instruments
EfE 2% Trade payables 148774 41,925 - - 190,699 190,699
B ARERER Financial liabilities included in
LIRER other payables 10,737 - - - 10,737 10,737
FE(TSERBRBRR RS Dividend payable to non-controlling
shareholders 1,309 - - - 1,309 1,309
EEREER (M) Trust receipt loans (note) 171,083 - - - 1708 171,083
B EWﬁE) Bank borrowings (note)
-8 - fixed-rate 97,682 - - - 97,682 97,682
) - variable-rate 150,814 - - - 150,814 150,814
AbER-E8 Other loan - fixed rate 4,000 - - - 4,000 4,000
HARERM Obligations under finance leases 7 143 645 1,936 2,79 2,519
584,471 42,068 645 1,936 629,120 628,843
HiaE - Note:

MBS HTE K= F B

Z KB IR 15

RZEEFATREREERTRIEAZ

BEEEN R-_E—FFE+-_A=+—
BR—ZFETANF+_A=+—8 HEHE
B2 RMBARSBE D R £445,527,0007%
JL % 419,579,000/ 7T - EEEIAEE 2§
F#ﬂ EETHEERITESEURITER
ERZRAFER EFHEZSRTE
niEe %ﬁ%%ﬁﬂZ%ﬁﬁﬁE%@
BoRHTAPEEBZEEEREER
%%%ﬁZﬁmﬁﬂE%&W%&ﬁﬂ%
BFEREEERZVEMRE - FBHOT :

120 Kith Holdings Limited

Borrowings with a repayment on demand clause are
“on demand or less than 1 month”

included in the

time band in the above maturity analysis. As at 31st
December, 2010 and 31st December, 2009, the aggregate
undiscounted principal amounts of these borrowings
amounted to HK$445,527,000 and HK$419,579,000
respectively. Taking into account the Group’s financial
position, the directors do not believe that it is probable
that the banks will exercise their discretionary rights to
demand immediate repayment. The directors believe
that such bank loans will be repaid in accordance
with the scheduled repayment dates set out in the
loan agreements. Information provided internally to
management has been prepared based on the scheduled
repayment dates as set out in the loan agreements and
ignoring the effect of any repayment on demand clause.
Details are as follows:
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TR (&) 6. FINANCIAL INSTRUMENTS (continued)
b. B RS EIERER R (&) b. Financial risk management objectives and
policies (continued)
HE Rz E (&) Liquidity risk (continued)
B E LK (E) Liquidity table (continued)
R-%-2%
EEZX T8
BEITRE 3fEA FERRE =t-Az
18R 138 BE 1ENL RESE R
Carrying
amount at
On demand Total 315t
or less than 13 3months Over undiscounted  December,
1 month months  to 1 year Tyear cash flows 2010

TR TEn TEL TR TER TEn
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

ZE-3% 2010

ERREER Trust receipt loans 121685 122,947 9,519 - 254151 253,541

RiTEE Bank borrowings
-EE - fived-rate 15,291 17,824 111,665 30,792 175,572 168,520
78 - variable-rate 5,743 3983 4702 9,749 U177 23,466
142,719 144,754 125,886 40,541 453,900 445,527
WZZENE
EEX 24
ERIAR 3fEA AUBRE =1-HZ
1A 13f& A BE 1E0E R28E KEfE
Carrying
amount at
On demand Total 315t
or less than 13 3months Over undiscounted ~ December,
1 month months to 1 year Tyear  cash flows 2009
iR TR iR TR TR THERL
HK$' 000 HKS$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000

ZEENF 2009

ERREER Trust receipt loans 71,821 55,810 4,131 - N6 171,083

RiTfEE Bank borrowings
-EE - fived-rate - 11,495 88,605 - 100,100 97,682
-#E - variable-rate 55,987 49,809 44,593 - 150,389 150,814

127,308 17,114 177,329 = 422,251 419,579
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HE-_ZT—ZHF+_A=+—HILFE For the year ended 31st December, 2010

6. MBITEAEGE) 6. FINANCIAL INSTRUMENTS (continued)
C. B ITEREZ2AFE C. Fair value of financial instruments

MBEENIBREZATFE The fair values of financial assets and

TR THAAEE financial liabilities are determined as follows:

. AHEEREZ AFE . the fair values of available-for-sale
(B RETE) R investments (investment savings plan)
20(a)IX & are disclosed in note 20(a);

. G IZ G ER R AE I o the fair values of financial assets
ERRERRBTISE and financial liabilities with standard
EZYVBEENTKE terms and conditions and traded on
BzRFETID SR active liquid markets are determined
TS BREREAGBE with reference to quoted market bid
TR and ask prices respectively; and

o HEwB g EENT KA o the fair value of other financial assets

B2 R FERERRE
ABEEMERHZER
EREEE ANMRE
ERENTZRRER

R E -

and financial liabilities are determined
in accordance with generally accepted
pricing models based on discounted
cash flow analysis using prices or
rates from observable current market

transactions as input.

KRBEERE NG HBE The directors of the Company consider
IREMAZUBEERT KA that the carrying amounts of financial
BEZREEREENFEMES - assets and financial liabilities recognised

in the consolidated financial statements

approximate their respective fair values.

Kith Holdings Limited
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HE-_ZT—ZTF+_HA=1+—HILFE Forthe year ended 31st December, 2010

6. HMBIEA(E)

C.

BT

ﬁ%@
TR
(EE
YNSRI

larad
ES)

Bz RVEGE)

BB I KR
sﬁf
SR BERERAT
ZHMBIAZHN &
ZABRBEDRE—
E

<

F-—ERATEFER
REREEXBERE
Bi5 2z RE (REH
B)FE
E_ERATEFERE
BREEXBBZEE (H
B1R) kE & (AR ER
FEE)TEREARE
(F—EHFTEMA®RE
BROMETE R

F_FRAFEFER
BRYFREABRRT
BEREBESLCEEREA
BRABE (TABRS
ABIR) Z A ERME

=
E=©

6. FINANCIAL INSTRUMENTS (continued)

C.

Fair value of financial instruments

(continued)

Fair value measurements recognised in the

consolidated statement of financial position

The following table provides an analysis
of financial instruments that are measured
subsequent to initial recognition at fair
value, grouped into Levels 1 to 3 based on

the degree to which fair value is observable:

° Level 1 fair value measurements are
those derived from quoted prices
(unadjusted) in active markets for

identical assets or liabilities;

o Level 2 fair value measurements are
those derived from inputs other than
quoted prices included within Level
1 that are observable for the asset or
liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices);

and

o Level 3 fair value measurements
are those derived from valuation
techniques that include inputs for the
asset or liability that are not based on
observable market data (unobservable

inputs).

Annual Report 2010

123



SEUEER BB R
Notes to the Consolidated Financial Statements

HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

6. HMBEIA(E) 6. FINANCIAL INSTRUMENTS (continued)
C. BT EZAFEE) C. Fair value of financial instruments
(continued)
ERGE BN AR ERZ Fair value measurements recognised in the
RNEEAE (F) consolidated statement of financial position
(continued)

R=2-BE+-B=+-H

As at 31st December, 2010
-5 %o E=ER ot
Level 1 Level 2 Level 3 Total
THL THT THT TERL
HK$'000 HK$'000 HK$'000 HK$'000

HEEE Financial assets
RAVEFARR At FVTPL
—-RHEEERE ~ Held-for-trading investments 1,972 - - 1,972
-EtyBEE - Other financial assets - 377 - 377
THEERE Available-for-sale investments
-RAEREME — Unlisted investment in an
LELETRE investment savings plan = 17,681 - 17,681
2 Total 1,972 18,058 - 20,030
RZZENE+ZA=1—H
As at 31st December, 2009
F-EH  E-E F=F Bg
Level 1 Level 2 Level 3 Total
THL THL THL FHL
HK$' 000 HK$' 000 HK$' 000 HK$' 000
HEEE Financial assets
RAVEFARR At FVTPL
—-REEERE ~ Held-for-trading investments 3,845 - - 3,845
-HEtyBEE - Other financial assets - 260 - 260
THEERE Available-for-sale investments
-RAEREME — Unlisted investment in an
LELTRE investment savings plan - 11,619 - 11,619
B Total 3,845 11,879 - 15,724
HE TS FERK _FTZTNE+_HA During the years ended 31st December, 2010
S+ —AIEE E-ZERERE-T and 2009, there were no transfers between

instruments in Level 1 and Level 2.

Bz BA R BER -

124 Kith Holdings Limited



mE MR E M

Notes to the Consolidated Financial Statements

HE-_ZT—ZF+_HA=1+—HILFE For the year ended 31st December, 2010

I 25
AEBFRKEHTIT -

7.

REVENUE

An analysis of the Group’s revenue for the year is as

follows:

—E-BF —_ZThEF

2010 2009

FHET T T

HK$’000 HK$" 000

HEE M2 W Revenue from sale of goods 2,075,124 1,363,122
R RS P15 Interest income from the provision

B U A of financial services - 1,884

2,075,124 1,365,006

ERREIEEMRRBETIHED
- 2B EES ©

£

1]

K & W
5

EEREBEHNTEEFAR ﬁ%ﬁ
RNEtmE 2 ERRKBELE
iﬁ 1?%@2%«%%%&#%%&
B iR o ERRRT - o RIAES
KEBRER AEEZBHELED
BARK—EARMER MRS 2 KB
EREBELN MARZZRABRKEERE
R EM 2 & DK -

% %

Y

3

A
=
.
E

t’» >&Hﬂh

See note 8 for an analysis of revenue by major

products and services.

SEGMENT INFORMATION

Management has determined the operating
segments based on the reports reviewed by the
executive directors that are used to make strategic
decisions. The Group’s operating businesses are
structured and managed separately according to
the nature of their operations and the products and
services they provide. Each of the Group’s operating
segments represents a strategic business unit that
offers products and services which are subject to
risks and returns that are different from those of

other operating segments.
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8.

—ZTHFE+_A=+—HILFE For the year ended 31st December, 2010

DRER (E)
AEBANSDBAALCEEH
RIREEQRER KRBT RIEH
EROH ETRENERSHTL
—S@BATEERH

- EBERFEGHBEMRDHE

- HME T REBEMDH R

-  EXEBRRTRHEE-
AEE B E B BIRRHEM BRE

BESRERRTRHEZRENE
TARTEBEVBHRELAESR ZE
ETRER  BRTEFR/UT—
HEERRSNRR  YARHAR
He/AEBRESRENER B
o EEERRERAFEREAH

DR e

RBEFE EREBHBERD H
AREME T RARERD H K E
DHEEHARETRHEBEMDHIE
EOBRE  WMITHRERELES
HEBEANTABETEREELSE
8 APFRIEER R ERMAEZLE
Al - XEE AR AEBECDERER
EBHEBER I HER  ARER
HHRHEME T REHEERD HARE
E-BEilt ZmESBEERANEES
VER - HBRERKEEINATA
FRZ25TH -

EUd

Kith Holdings Limited

SEGMENT INFORMATION (continued)

The Group is currently organised into two major
business operations — printing and manufacturing
of packaging products and distribution of electronic
and related products. The distribution of electronic
and related products is further segregated into
following operating segments:

- Distribution of television business-related
products;

- Distribution of other electronic and related
products; and

- Design and sales of integrated circuits.

Other operations of the Group include provision of
financial services.

Although the operating segment of design and
sales of integrated circuits does not meet the
quantitative threshold required by HKFRS 8,
management has concluded that this segment
should be reported in the current year, as it is
closely monitored by the executive directors as
a potential growth region and is expected to
materially contribute to the Group’s revenue in the
future.

In prior year, the operating segments of distribution
of television business-related products and other
electronic and related products were aggregated
to form an operation segment of distribution of
electronic and related products as the aggregation
could meet the aggregation criteria of HKFRS
8 and was consistent with the core principle
of HKFRS 8. In the current year, the Group has
changed its mode of distribution of television
business-related products of which its economic
characteristic is significantly different from that
of the distribution of other electronic and related
products. Accordingly, these two segments have
been separately reported for the current year. For
consistency, comparative information has been
restated to conform to current year presentation.
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8.

T—THFE+-_H=+—HILFE For the year ended 31st December, 2010

SEGMENT INFORMATION (continued)

The accounting policies of the reportable segments
are the same as the Group’s accounting policies
described in note 3. Segment revenue represents
the revenue generated by each operating segment.
Inter-segment revenue represents inter-segment
sales which were transacted with reference to the
selling prices used for sales made to third parties at

the then prevailing market prices.

Segment results represents the profit earned
by each operating segment without allocation
of central administration expenses (unallocated
corporate expenses), investment and other income,
finance costs, and income tax expense. This is the
measure reported to the chief operating decision
maker for the purposes of resource allocation and

assessment of segment performance.

For the purposes of monitoring segment
performance and allocating resources between

segments:

- all assets are allocated to reportable
segments other than available-for-sale
investments, held-for-trading investments,
other financial assets, current and deferred
tax assets and unallocated corporate
assets. Goodwill is allocated to the relevant
reportable segments as described in note 19;

and

- all liabilities are allocated to reportable
segments other than borrowings, obligation
under finance lease, current and deferred
tax liabilities and unallocated corporate

liabilities.

Annual Report 2010

127



128

mE MR E M

Notes to the Consolidated Financial Statements

BE_Z-ZTF+_A=1t—HLFE

For the year ended 31st December, 2010

8. DEER (&) 8. SEGMENT INFORMATION (continued)
BE—_E—=EFEF+-_B=+—HILEE For the year ended 31st December, 2010
pix | pix
ORREE ERER HpET SHER
BEER RBER REEER RIREE 0] a5
Distribution  Distribution
Printing and ~ of television of other Design
manufacturing business- electronic  and sales of
of packaging related  andrelated integrated
products products products circuits Others Total
ThEn ThEn TiEn TiEn Tz TiEn
HKS' 000 HKS' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
Segment revenues and results
AENE SEGMENT REVENUE
sz HBNE Reportable segment revenue 602,904 513,044 904,904 61,574 - 208,426
DERREN S Elimination of inter-segment revenue - - (7,302) - - (7.302)
Faks Consolidated revenue 602,904 513,044 897,602 61,574 - 20751
pix-E SEGMENT RESULTS
L AR ER Reportable segment profit 103,147 11,240 10,699 21,183 - 146,69
HMEKMA Interest income 5,005
FIEEEREY Fair value loss on
LTEEE held-for-trading investments (1319)
HthEt AR Fair value gain on
ATENE other financial assets 2225
RARZERRX Unallocated corporate expenses (17,138)
HERA Finance costs (16,235)
BRaGAET Consolidated profit before tax 118,807
Segment assets and liabilities
PREE SEGMENT ASSETS
g HBEE Reportable segment assets 1,122,526 185,478 2,02 35,608 - 1615834
HLERE Available-for-sale investments 25,284
EREEE Deferred tax assets 123
HEBERE Held-for-trading investments 1972
HipbBEE Other financial assets 377
AW ERE Unallocated corporate assets 6,459
GREAE Consolidated total assets 1,650,049
AREE SEGMENT LIABILITIES
MREz A ERE Reportable segment liablities 122,581 93,950 44,324 2,590 = 263,445
ERRERE Deferred tax liabilities 43,769
HERR Tax liablites 12,694
fAE Borrowings 450,811
MEREAS Obligation under finance lease 1,744
A LERR Unallocated corporate liabilities 2,245
GRBAE Consolidated total liabilities 774,708

Kith Holdings Limited
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

THEER (& 8. SEGMENT INFORMATION (continued)

BE-Z-ZF+-A=1+—HLEFE

For the year ended 31st December, 2010

bk - K |
PHREE  BREE A&  RAER
A%ER  RBER REBER RAREE i AHER 1
Distribution Distribution
Printing and  of television of other Design
manufacturing ~ business- electronic  and sales of
of packaging related  andrelated  integrated Corporate
products products products (ircuits Others level Total
&7 T#n TE7 T#L T#7 T# TEL
HKS'000 HKS" 000 HKS' 000 HKS" 000 HKS" 000 HKS'000 HKS§' 000
EfhBEH OTHER SEGMENT INFORMATION
ERHRAY Capital expenditure 48,661 58 - 210 - 118 5144
N BERREZAE  Deprecation of property, plant and equipment 41,315 78 - 1,106 - 1,301 43,800
BRRENT (B Amortisation of prepaid ease payments 613 - - - - - 613
BhE=ZB5EHR Impairment loss on trade and other receivables
EHENER T8k from third parties, deposits
BRHEREER and prepayments 104 6 167 (19 - = 258
RAARARELEL Impairment loss on asses of a
-BNBLTAE subsidiary previously classfied as
LHERE held for sale 8,759 - - - - = 8,759
VER ) Impairment loss on property,
R HEER plant and equipment 11,861 522 - 1Y - 1 12767
HENE BER Loss on disposal of property,
GEER plant and equipment 886 - - - - - 836
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HE-_ZT—ZHF+_A=+—HILFE For the year ended 31st December, 2010
8. HNEER (L) 8. SEGMENT INFORMATION (continued)
BE-ZZEhE+-A=1+—HILEE For the year ended 31st December, 2009 (restated)
(E351)
IR R EE BRER EBET SWER
AEED BBEn  RiEBER  RAREE A g
Distribution  Distribution
Printing and ~~ of television of other Design
manufacturing business- electronic  and sales of
of packaging related  and related integrated
products products products circuits Others Total

THET TiET TiaT TAL TET TAT
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000

Segment revenues and results

2EhE SEGMENT REVENUE
RS2 BlE Reportable segment revenue 523,172 501,313 318,491 24,635 1,884 1,369,495
PERKGRM Elimination of inter-seqment revenue = = (4,489) = = (4,489)
ek Consolidated revenue 523,172 501,313 314,002 24,635 1,884 1,365,006
ARER SEGMENT RESULTS
RELHREN Reportable segment profi 102,860 19,144 4,781 4,987 1,621 133,393
HEHA Interest income 8,629
RIEEEREY Fair value gain on

L ¢ held-for-trading investments 3,088
HthBt AR Fair value gain on

ATENE other financial assets 524
AARZLERR Unallocated corporate expenses (18811)
BERK Finance costs (21,022)
BRaLA R Consolidated profit before tax 105,801
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HE-Z—ZF+=-A=+—HIFE Forthe year ended 31st December, 2010

DEER (&) 8. SEGMENT INFORMATION (continued)
BE-_EEAF+-_B=+—HILEE For the year ended 31st December, 2009 (restated)
(E351)
MRRkEE  ERER  EBET  EREHR
BxEn  HBEn LEBER  RAREE i 8
Distribution  Distribution
Printingand ~ of television of other Design
manufacturing business- electronic  and sales of
of packaging related  and related integrated
products products products circuits Others Total
TR T AL TEn TR TR
HK$" 000 HK$" 000 HK$"000 HK$"000 HK$" 000 HK$" 000
Segment assets and fiabilities
PREE SEGMENT ASSETS
IRE N BEE Reportable segment assets 1,059,769 176,805 195,859 13,490 12818 1,458,741
AREERE Available-for-sale investments 19222
EREfEEE Deferred tax assets 595
BIEEERE Held-for-trading investments 3,845
it AR Other financial assets 260
AR LREE Unallocated corporate assets 5,560
GRBAE Consolidated total assets 1,488,223
kLY SEGMENT LIABILITIES
MRE A EEE Reportable segment liablities 75,42 129,743 17,788 1,984 18 224,985
ERHERE Deferred tax liabilties 36,765
HEAE Tax liabilities 8,751
& Borrowings 423,519
MERGEHR Obligation under finance lease 2519
AAMILERE Unallocated corporate liabilities 1,991
LREaf Consolidated total liabilities 698,590
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For the year ended 31st December, 2010

8. DHWER(E) 8. SEGMENT INFORMATION (continued)
BE-ZEENFE+=ZA=1+—HLEEFE For the year ended 31st December, 2009 (restated)
(E351)

MRREE  ERER  EBET  ERER
BxEn  HBEn LEBER  RAREE i 28
Distribution  Distribution
Printingand ~ of television of other Design
manufacturing business- electronic  and sales of
of packaging related  and related integrated
products products products circuits Others Total
TERL T Thx AL TR TR
HK$" 000 HK$"000 HK$"000 HK$"000 HK$" 000 HK$" 000
R BRH OTHER SEGMENT INFORMATION
ARHRR Captal expenditure 3919 4 - 90 3362 18,185
0% BERRECAE  Deprecation of property, plant and equipment 39,364 189 - 892 97 H3M
EREEMT A Amortisation of prepaid lease payments 613 - - - - 613
BRE=ZE5EHR Impairment loss on trade and other receivables
EfEUES T2k from third partes, deposts 428 - 151 310 - 4,704
BB BEEE and prepayments
HENE  BRRRE Loss on disposal of property, 467 = - - 1 168
bl plant and equipment

Kith Holdings Limited
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

DEER (& 8. SEGMENT INFORMATION (continued)
FTEEFEHR INFORMATION ABOUT MAJOR CUSTOMERS
HETFTUTNERP ZKRFHEARAEBR B The Group’s sales to customers which accounted for
#10%38k LA | - 10% or more of its total revenue are as follows:

—B2-2F _—TThF

2010 2009
FHET F&T

HK$’' 000 HK$’ 000
EFA Customer A TiEAN/A 455,518
= FB Customer B 346,511 35 FAN/A
®FC Customer C 229,009 38 FAN/A
ZFED Customer D 237,970 181,722

813,490 637,240
HEFTEEARBE SN D H B R E%E The sales to customers A and B are included in
HEERHE - HEFETECRDS the segment of distribution of television business-
eSS NENE T RAEES Y related products. The sales to customers C and D

are included in the segment of distribution of other
electronic and related products and the segment of
printing and manufacturing of packaging products,
respectively.
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8.

DEER (&)

Hh 15 & B

AEBEEMNRES FEHRE
BRI REEDEKERERBEE
T DHEREBHEBEREETER
EBET ERNEREJREE - U
RoEEMEFRIEBERFEZESE
BEIT - BEPZHMEBME  THE R
AR RRIR P FTE 2 i &l 5
FERBDEEZ WIS - W - #
BRBEBEREMRENT A - EZ
EEZERMEE D B RK
B BBERIBEMZILZTE
ARREN B HERE D - NEEZ
SNEDE P M S A E iR B E TR M
HUuEBE S 2 ERBEEERETIWM
T

Kith Holdings Limited

8.

For the year ended 31st December, 2010

SEGMENT INFORMATION (continued)
GEOGRAPHICAL INFORMATION

The Group's operations are located in Hong Kong,
the PRC and USA. Printing and manufacturing of
packaging products are carried out in the PRC.
Distribution of television business-related products
is carried out in Hong Kong and USA. Design and
sales of integrated circuits and distribution of
other electronic and related products are mainly
carried out in Hong Kong. The geographical
location of customers is based on the location of
the customers, irrespective of the origin of the
goods or service. The geographical location of
the non-current assets is based on the physical
location of the asset, in the case of property, plant
and equipment and prepaid lease payments, and
the location of the operation to which they are
allocated, in the case of goodwill and deposits paid
for acquisition of property, plant and equipment.
The Group's revenue from external customers
and information about its non-current assets by
geographical location of the assets are set out
below:
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

TIRER (&) 8. SEGMENT INFORMATION (continued)
I E R (F) GEOGRAPHICAL INFORMATION (continued)
HEEF WS FRBEE (F:t)
Revenue from Non-current assets
external customers (Note)
—2-2F _—_TTNF ZB-BF _TTNF
2010 2009 2010 2009
TET FET THERT FHET
HK$’ 000 HK$' 000 HK$’ 000 HK$’ 000
B (& Fririt) Hong Kong
(place of domicile) 217,785 168,716 10,270 9,489
R B0 E A 6 4 Other parts of the PRC 1,333,703 738,356 658,887 621,816
EE USA 522,260 457,457 507 -
Hil Others 1,376 477 - =
2,075,124 1,365,006 669,664 631,305

Wiz FRBDEETBEARKERER
BEEBRIAEE ©

Note: Non-current assets exclude available-for-sale
investments and deferred tax assets.

B & LA 9. FINANCE COSTS
—E2-8F —TITNF
2010 2009
FERT FHET
HK$’ 000 HK$’ 000
FE 5T 7 2 Interest on:
BARTFERNEH Bank borrowings wholly
EBEZRITEE repayable within five years 14,506 20,690
BERAFARE Other loan wholly repayable
BEZHMER within five years 1,644 268
BMEMEE Finance lease 85 64
16,235 21,022
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136

10. PRBEM X H 10. INCOME TAX EXPENSE
EREZERZEH Income tax recognised in profit or loss
—E-TF ZTTNAF
2010 2009
FTET T T
HK$’ 000 HK$' 000
BEARR I Current tax:
BAENSEH Hong Kong Profits Tax 6,178 1,188
B EAEH PRC Enterprise Income Tax 17,513 18,286
H b el AR Other jurisdictions 55 =
23,746 19,474
BEFEREBETE Underprovision (overprovision)
(FBREEE) - in prior years:
EBMEN Hong Kong Profits Tax 243 (86)
PR EMERH PRC Enterprise Income Tax - (204)
23,989 19,184
FEEFIE (KT5E32) - Deferred tax (note 32):
REE Current year 4,169 1,786
ERERER Total income tax recognised
BIRS A in profit or loss 28,158 20,970

BERE 2 BB MG TR AT B R

A AT & 16.5% 5 & °

Kith Holdings Limited

Hong Kong Profits Tax is calculated at 16.5% of the

estimated assessable profit for both years.
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

Frg®i< i ()
BEREARKMECEFAEHRBA
(TREFEBIE) REEFERZ
BN AAAZETREMBA
AzBEE-EEN\F-A—BEA
25% °

BREPEBBREORBRO  AAFZ
— T ENEARNERCEERK 2 E
187 | 6 [ A 51 W 4 1A A JE A o A
RECEMSEH  EE=FRIEFrE
BEBMNPBECEMER (REH
H])  -ZMBARTZAREHE
HEZT——_FHRER -

ARAlz —HTEMNBRBEHDREE
BERHERBERAR (EEMEGA] 2R
EREAR_—_ZFETFER -H_FF
— i EERAROBEARAINE
BRERERMETE]Z—  LARF
EEECEMERMERIS%RY - B
E-ZTTHFE+=-A=+—Hit- A
M RIEE MR 28X
EHEBENRARA [ EI
BIRELR2— - @t - EFEFEAER
BERTRBELEMBHBEIS%
AR ©

EEMBDAERE S Z HIRIR AR 7
B ERMBRGH -

10.

INCOME TAX EXPENSE (continued)
Under the Law of the People’s Republic of China

on Enterprise Income Tax (the “EIT Law"”) and
Implementation Regulation of the EIT Law, the tax
rate for certain PRC subsidiaries of the Company is

25% from 1st January, 2008 onwards.

Pursuant to the relevant laws and regulations in
the PRC, one of the Company’s PRC subsidiaries
is exempted from PRC Enterprise Income Tax for
two years starting from its first profit-making year
followed by a 50% reduction for the next three
years (the “Tax Holiday"”). That subsidiary is entitled
to enjoy the Tax Holiday until it is expired in 2012.

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 4ME#%E %
ERMADZE" 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 S PHEZBHbEIN IR E D"
Accordingly, Yunnan Qiaotong continues to be
entitled to a preferential PRC Enterprise Income Tax
rate of 15%.

Taxation arising in other jurisdictions is calculated at

the rates prevailing in the relevant jurisdictions.
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HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

10. PREW X H (&) 10. INCOME TAX EXPENSE (continued)
FRREXHAUELGERZFERZ%B The tax charge for the year can be reconciled to
AN AEEROT ¢ the profit before tax per the consolidated income

statement as follows:

—g-%F -—TINF

2010 2009
FER FAT
HK$’ 000 HK$" 000
B 3¢ B i A Profit before tax 118,807 105,801
L AR E25% Tax at the applicable tax rate
—ETNF 1 25%) of 25% (2009: 25%)
RFEZHA 29,701 26,451
R W s 2 Tax effect of income not taxable
M & for tax purpose (2,618) (3,410)
TNANF Y 2 Tax effect of expenses not
B E deductible for tax purpose 10,632 16,262
RERHIBEE 2 Tax effect of tax losses not recognised
MG & 1,473 2,271
BT BB AR BB Effect of tax exemptions/relief
e,/ BEZTE granted to PRC subsidiaries (11,854) (10,908)
A LA R R IE Tax effect of utilisation of tax
BEZHBEE losses previously not recognised (280) (421)
REMEDEERKZE Tax effect of different tax rates
= RN Do S of subsidiaries operating in
ERIMBRE other jurisdictions 644 (7,599)
BEFERETT Underprovision (overprovision)
(FBREER) in respect of prior years 243 (290)
A% S TE IR 2 IR AE 7 18 Deferred tax charge (credit) on
S (%) dividend withholding tax 217 (1,386)
FRZHMIBLZH Tax charge for the year 28,158 20,970
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HE-Z—ZHF+=-A=+—HIFE Forthe year ended 31st December, 2010

10. INCOME TAX EXPENSE (continued)

Income tax recognised in other comprehensive

income
—E-BE _—TThHF
2010 2009
TEx FHT
HKS$' 000 HK$" 000
EIEFRIE (1 2£32) Deferred tax (note 32)

—REEMWE - #R R - Arising on revaluation of property,
wEmEE plant and equipment 3,315 =

BEREMEmMKZEER  Total income tax recognised in other
Z TS5 comprehensive income 3,315 =
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BE-T-PE+-AS+—AILFRE

11. REEF

For the year ended 31st December, 2010

11. PROFIT FOR THE YEAR

—E-FF —TTAF
2010 2009
FET FAT
HK$' 000 HK$" 000
AN 2 e A B HIBR Profit for the year has been arrived
at after charging:
e A REMEF  Salaries, bonus and other benefits 92,824 77,790
R KAE I ET B A 5K Retirement benefits scheme
contributions 6,476 5,068
AR BTl 2 Share-based payment expenses - 63
NREAZ
8 T KA Total staff costs including directors’
(RREEZEMS) emoluments 99,300 82,921
Z BT B 5 Auditor’s remuneration
—BEFEBREBETR — underprovision in prior year - 70
—KRFEE — current year 1,830 1,380
Mk - Has ke Depreciation of property, plant
ZITE and equipment
—BBEE — owned assets 43,130 41,093
—LRmEHERS — assets held under finance leases 670 279
LEE
TE T B R 2 Amortisation of prepaid lease
payments 613 613
HEWHE  HRXR Loss on disposal of property,
B PA E plant and equipment 886 468
i 7t K B8 AR Research and development costs
(BETATTERAR) (included in administrative
expenses) 7,861 6,957
ERRAE—HILZ Cost of inventories recognised
FERA as an expense 1,803,909 1,168,122
SNEE S 1B F RR Net foreign exchange loss - 355
KET A (BFFAEAM and after crediting
WA - (included in other income):
BIEEEHREZ Dividend income from
A% B U A held-for-trading investments 3) (40)
wEIEE 2 F B A Interest income on overdue debts - (30)
EURREEERZ Interest income on short-term
A B YA loans receivable (4,843) (8,424)
RITH B I A Bank interest income (162) (175)
HNPE U 25 F R Net foreign exchange gain (409) =

Kith Holdings Limited
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

EEME 12. DIRECTORS’ EMOLUMENTS
ofREMN T+ —F (ZEENF: T+ The emoluments paid or payable to each of the
BIEEZZMEemT : eleven (2009: ten) directors were as follows:
Z%-%% FE5E  EOW  FEE  2EL BY IRE IRF B EME  WEE  BER it
2010 Hui King Yau Chau Li Ng Chi  Tam Yuk
Chun, Min,  HuiBin  Chun Wang ~ Wang  Yeung,  Sang, Holok LiuKam
Andrew Paul Long Ren Zhoulin FengWu GuangYu  Simon  Sammy Cheong  Llung  Total
Tén ThRn TEx TEx ThEr TEn TEn TEr TErn TEn TEn TExn
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
ik Fees - - 150 108 108 108 108 150 150 150 U 1,056
Efpfe - Other emoluments:
EMRAEbER Salaries and other benefis 81 951 - 69 234 69 9 - - - -3
RIVRAGEMES  Retirement benefits scheme
contributions 12 12 - - - - - - - - - %
HeLs Total emoluments 833 963 150 177 34 177 17 150 150 150 U 3233
IERNE FER EOH RE ZEC BY IBE IRF REH EME  M%E BeR &3t
2009 HuiKing  Yau Chau Li NgChi  Tam Yuk
Chun, M, HuiBin  Chun Wang ~ Wang  Yeung,  Sang,  Holok LiuKam
Andrew Paul Long Ren  ZhouJin FengWu GuangYu  Simon  Sammy  Cheong Lung Total
Tér Thr Tér TEr TEx TEr TEn TEr TEr TEr  TEn  TEn
HK$'000  HK$'000  HK$'000  HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000  HK$'000
ik Fees = = 120 80 80 80 80 120 120 100 - 780
A : Other emoluments:
FH R AL Salaries and other benefis 81 9 - 68 25 68 105 - - - - 208
ERRRIERS  Retirement benefis scheme
contributions 12 12 - - - - - - - - - pl
WRRBER Share-based payment expenses - 2 - - 14 - - - - - - ]
AR
Hewg Total emoluments 833 962 120 148 319 143 185 120 120 100 - 305
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HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

13. EEM= 13. EMPLOYEES' EMOLUMENTS
TAEBR A GEaME s AL Of the five individuals with the highest emoluments
PR (ZEENRE W) B in the Group, two (2009: two) were directors of the
RRARES  HW2FBIIER Company whose emoluments are included in the
EXHFE122HEBEERA - BT disclosures in note 12 above. The emoluments of
=R (ZEZThE: =) 2Me the remaining three (2009: three) were as follows:
T
—E-2F C—ITTNF
2010 2009
THER FET
HK$’ 000 HK$' 000
e MEHMET Salaries and other benefits 2,483 1,625
(RS RN Discretionary and performance
SR K related incentive payments 130 108
R ETEI R Retirement benefits scheme contributions 24 36
AR 0 A 5Lt 2 Share-based payment expenses - 3
TR 2
2,637 1,772
N F T3 EHE The emoluments were within the following bands:
BT A"
Number of employees
—E-TF ZZTTNAF
2010 2009
T H83#1,000,0007 7T Not exceeding HK$1,000,000 3 3
HE_ T ZEN_ZTTHhEF During the years ended 31st December, 2010 and
+-A=+—HIFE &~&EH 2009, no emoluments were paid by the Group
MEnAURaez AT (B to the five highest paid individuals, including
BER)SMNME EAKEMN directors, as an inducement to join the Group or as
BAREE SR sk EBAG Y compensation for loss of office. In addition, during
BEE I BE_ZE—ZER the years ended 31st December, 2010 and 2009, no
—EENF+_A=+—HIF directors waived any emoluments.

B HEEENETAME -

Kith Holdings Limited
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HE-_ZT—ZF+_HA=1+—HILFE For the year ended 31st December, 2010

RANBHEA AELRER 14. PROFIT ATTRIBUTABLE TO OWNERS OF

RRBHEAE ANEIEEE RN B E
#011,870,0008 T (ZEZ L& ¢
32,271,000/ 7T) BEEAR R BB B
R IE o

iz 2

THE COMPANY

The consolidated profit attributable to owners of
the Company includes a profit of HK$11,870,000
(2009: HK$32,271,000) which has been dealt with

in the financial statements of the Company.

DIVIDENDS
—E-8F —TINF

2010 2009
THET FHET
HK$’'000 HK$’ 000
FRNERAEDRTALRAE Dividends recognised as distribution
BEAZRE to owners of the Company
during the year:
—ZE-ZEFZEMHFH  Interim dividend paid for
IR B — & k2.3l 2010 - HK2.3 cents
(ZZEZ NG : 2.2/810)  (2009: HK2.2 cents) per share 6,013 5,752
“ETNFZEMAKE  Final dividend paid for
f% 8 — & 87.6751U 2009 - HK7.6 cents 19,870 13,334
—ZETNEF: ZZ (2009: HK5.1 cents
TNFE25.1810) for 2008) per share
25,883 19,086

:g%n¢+ A= + B4
B 27.67%1l) - & £4921,962,000%
TL(ZZZTNF : 19,870,000 L) -
MWDBAGFREERBRITZRFBAF
RE AR FREE -

Subsequent to the end of the reporting period,
final dividend in respect of the year ended 31st
December, 2010 of HK8.4 cents (2009: HK7.6
cents in respect of the year ended 31st December,
2009) per share amounting to approximately
HK$21,962,000 (2009: HK$19,870,000) have been
proposed by the Board and is subject to approval by
the shareholders in the forthcoming annual general

meeting.
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HE-Z—ZTF+=-_A=+—HIFE For the year ended 31st December, 2010

6. BREF 16. EARNINGS PER SHARE
ARARHEAEAZEEERERREE The calculation of the basic and diluted earnings
B TRE T EEE - per share attributable to owners of the Company is

based on the following data:

—E-25 —ZTTNF

2010 2009
FERT FHET
HK$’'000 HK$' 000
BR Earnings
RBAGTEERERK Earnings for the purposes of basic
BERNZ AR and diluted earnings per share
EN/NSIE ZE PN Profit for the year attributable
AN [ i K to owners of the Company 55,775 50,783
—E-BF Z—ITTNF
2010 2009
G &R Number of shares
RAUFTEESRERKR Weighted average number of
BE RNz TRk ordinary shares for the purposes of
AN 15 8 basic and diluted earnings per share 261,453,600 261,453,600

144 Kith Holdings Limited



17.

M3~ HER R RE

HRAEYGERE T
Notes to the Consolidated Financial Statements
BE-_ZT—ZTFE+_-_A=+—HItEE

For the year ended 31st December, 2010

17. PROPERTY, PLANT AND EQUIPMENT

BF HBERMSE B BOERE  HEIR h
Plant and Motor Office Construction
Buildings  machinery vehicles  equipment in progress Total
TAL THL THL T THL T
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
fifE VALUATION
RZEENF-FA—H At 1st January, 2009 127,408 455,552 8,205 10,151 23,721 625,037
L Currency realignment 10 (17) 1) 3 (17) (22)
AE Additions 3,731 27,029 3,841 6,209 7,375 48,185
Eb Transfer 21,962 9 = 2,805 (24,776) =
BHAAARE Reclassified as held for sale
& (f1:28) (note 28) = (8,277) = (19) = (8,296)
e Disposals (916) (1,297) (846) B3) = (3,062)
WZEEAFTZF=T—HR  At31st December, 2009 and
“E-ZF-f-A 15t January, 2010 152,195 472,999 11,199 19,146 6,303 661,842
EBHE Currency realignment 5,570 17,858 239 556 687 24,910
RE Additions 903 22,498 1,664 3,167 23,192 51,424
REMfmEEZHE Adjustment arising on
revaluation (20919  (85422) (3,570) (8,723) - (118,634)
g5 Transfer = 4,261 S = (4,261) =
ik Disposals - (1132) (39) (277) - (1,448)
R-E-FE+-A=+-H At 31st December, 2010 137,749 431,062 9,493 13,869 25,921 618,094
Bt Comprising:
R_E-ZFRHE At valuation 2010 137,749 431,062 9,493 13,869 25,921 618,094
2RNE ACCUMULATED
DEPRECIATION
RZEENEF—F-H At 1st January, 2009 5,098 29,885 1,982 2,280 = 39,245
EBHE Currency realignment 4 23 1 2 - 30
ENEE Provided for the year 5,643 30,726 1,965 3,038 - 41372
ENDBARBE Reclassified as held for
L& (Hi228) sale (note 28) - (653) - (10) - (663)
HERHE Eliminated on disposals (104) (52) (64) Q) = (222
RZEEAFT-A=T—HR At 31st December, 2009 and
“E-ZFE-f-A 15t January, 2010 10,641 59,929 3,884 5,308 = 79,762
EBHE Currency realignment 555 2,541 121 163 - 3,380
EnEE Provided for the year 6,928 31,735 1,782 3,355 - 43,800
SHEHH Eliminated on revaluation (18,124) (94,069) (5,787) (8,593) - (126573)
HERHH Eliminated on disposals - (136) - (233) - (369)
RZE-ZF+-A=T1-H At 31st December, 2010 - - - - - -
REE CARRYING VALUES
R-E-FFE+-A=1—H At 315t December, 2010 137,749 431,062 9,493 13,869 25,921 618,094
R-EENE+-A=+—H At 315t December, 2009 141,554 413,070 7,315 13,838 6,303 582,080
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HE-_ZT—ZHF+_A=+—HILFE For the year ended 31st December, 2010

17. W% - MBERRE (E)

b - wERREZER (TR
FERTR) JDABEGRE THIFR =

BF ABHEEHR
H2SFE v EREE

B K i 2% 4% — 33%

B 20%

NN 20%

REE 2 FHRRF B A+ B
WALt HERER -

REB2YE HERZE(TEE
FRIR BEHERIEERAQA
R2EZRARBEMERBEEZ TSR
SER-_Z—TF+-_A=+—HE
FibE - THRERTEERDFEK
SEVERAN ANEEREMmMESE
2 FE1E E824914,148,0008 T E 5F A
BESMHEEN  MIEEREREN
2 B A 47,130,000 7T R E
2T ZF+_A=+—HILEE
W BBREHZBREEERLY
12,767,000/ 7T B N 4R & W 2 7= A 7
R(ZEZENFE) - NFEETE
ARAEBERIREEBREMDHE -
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17.

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:

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

Plant and machinery 4% - 33%

Motor vehicles 20%

Office equipment 20%

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

leases.

The Group's property, plant and equipment other
than construction in progress were revalued as
at 31st December, 2010 by Norton Appraisals
Limited, by reference to market evidence of recent
transactions for similar properties and assets.
Norton Appraisals Limited is not connected with the
Group. The Group's share of surplus arising on the
revaluation which has been credited to the asset
revaluation reserve amounted to approximately
HK$14,148,000 and the non-controlling interests’
share of surplus arising on revaluation amounted to
approximately HK$7,130,000. An impairment loss
of property, plant and equipment of approximately
HK$12,767,000 was recognised in the consolidated
income statement for the year ended 31st
December, 2010 (2009: nil). These assets are mainly
used in the Group’s printing and manufacturing of

packaging products segment.
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For the year ended 31st December, 2010

MIZE - AR NS TE (8) 17. PROPERTY, PLANT AND EQUIPMENT
(continued)
R-_EEh&E+—_B=+—H 8= As at 31st December, 2009, the directors conducted
CRmSIREGLEIEY AEEY a review of the Group’s property, plant and
MR T A Gk St BE T (E BT equipment carried at revalued amounts and have
AATEEEYSEITEEAZR o estimated that the carrying amounts do not differ
significantly from which would be determined using
fair values.
(AREE Y W MRS E (RaE Had the Group’s property, plant and equipment,
EETR) IR 2T &5 other than construction in progress, been carried
By « Mese R R pE L T 5| EEE A at cost less accumulated depreciation, the carrying
BI85 values of property, plant and equipment would have
been stated as follows:
ZE-2F ZEENEF
2010 2009
A 2RNE KEE mA 2RinE REME
Accumulated Carrying Accumulated Carrying
Cost  depreciation values Cost  depreciation values
TiEn TiEn TiEn TEL TEL TiEn
HKS'000 HKS'000 HKS'000 HK$" 000 HK$" 000 HK$" 000
EF Buildings 105,355 21,402 83,953 104,453 17,505 86,948
i Rk Plant and machinery 515,901 165,231 350,670 490,500 147,417 343,083
B Motor vehicles 15,644 13,660 1,984 14,120 10,970 3,150
HAZRME Office equipment 40,922 34,037 6,885 38,162 27,025 11,137
677,822 234,330 443,492 647,235 202,917 444,318

RZEBE-—TE+_-_A=+—H0 &&
BB ERmEEAI57,814,000/8 L (=
T ALEF : 56,369,00058 7T ) FEFR B 2 )
¥ ERRBEERTRIT EARX
SEME—RIBITEECRE -

RZZE—ZFTF+=_A=+—H"
AEBUBRMEEEFBE W #
BEREZHE(PEEREN) ZEE
742,401,000 (ZZEZT N F :
3,071,000 7T) °

As at 31st December, 2010, the Group has pledged
property, plant and equipment in the PRC with a
carrying amount of approximately HK$57,814,000
(2009: HK$56,369,000) to secure general banking
facilities granted to the Group.

As at 31st December, 2010, the carrying value of
the Group’s property, plant and equipment held
under finance lease included in motor vehicles
amounted to HK$2,401,000 (2009: HK$3,071,000).
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HE-Z—ZTF+-_A=+—HIFE For the year ended 31st December, 2010

18. AMNHEEMNK 18. PREPAID LEASE PAYMENTS
—E-FF —TTAF
2010 2009
TERT FHET
HK$’ 000 HK$’ 000
AEFEZENEE The Group's prepaid lease
B payments comprise:
R B AR EAE & Leasehold land under medium-term
BEZHE L leases in the PRC 19,270 19,883
BERIMEITZ DA Analysed for reporting purposes as:
MEEE Current assets 613 613
EREE E Non-current assets 18,657 19,270
19,270 19,883
AREBEDBEREEZ11,866,000/ 7T The Group has pledged prepaid lease payments
—TTNF 12,126,000 ) 2 FE having a carrying amount of approximately
NEENZERTRT  (EALXEER HK$11,866,000 (2009: HK$12,126,000) to secure
FTE—RBRITEEZRE- general banking facilities granted to the Group.
19. BE 19. GOODWILL
—E-ZTF Z—ZTTNAF
2010 2009
THEx FET
HK$' 000 HK$' 000
Uy g — M B A AIBFE 4 Arising on acquisition of a subsidiary 2,605 2,605
HEE— B A BIAEZR R Arising on acquisition of additional
EXE interest in a subsidiary 90 90
2,695 2,695
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HE-ZZ—ZTF+_F=+—HIFE For the year ended 31st December, 2010

BE (&)

RREARTE  HBEAEEEA
AEENBARMABENERAR
BEzReELEN (ReELE
fr]) « RARMBERRE 2 Rt
POt - EERHE -

RZE—ZTEFER_TTNF+ A
=t H AEEEEERTHSE
BN (EEmE)WEAETRIRE -

B eELEUZAINEERZE
EREBRHEBEREBELOT

ReEEEM 2] KREISRENRER
EMEE - AT RE S EIREE R
EBFiEZ —FHHBBEEZRER
ETERKR25% (ZZZNF : 25%) 3T

IR :" Eiﬁﬁ?ﬁﬁiﬁﬂﬁ ’—i— - IR
AEREE BERKREARBEE

EBENEB ZREBRMGEITRE - B
Bz FHZRERAECFERFNER
59 185 48 5 LAVE R B - Ut I 3 B

BEERERERTIBES 2 RBTY
BRX -GFHEEREZHEMEIEZER

REBBEENX  EERRSEL
BUBERALREBEBARNTSER
ZHEMmMET EREMREEMNZE
BR2EMNSEAIEEZS T TS EH
ReELEN REERBRERRS
EXEM A REEEHE -

19.

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.

As at 31st December, 2010 and 2009, 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% (2009: 25%). Management estimates discount
rate using risk-free rate, equity risk premium,
inflation rate and the risks specific to the CGU.
Cash flows beyond that one-year period have been
extrapolated using a steady 5% per annum growth
rate which is/does not exceed the projected long-
term average growth rate for the international
integrated circuits market. 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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BE-T-BE+-AS+—AILFRE

20. AEEERE

For the year ended 31st December, 2010

20. AVAILABLE-FOR-SALE INVESTMENTS

AHEERERRE Available-for-sale investments comprise:
—E-EF —ETNF
2010 2009
FET FAET
HK$’000 HK$’ 000
ELEMIRE : Unlisted investments:
—KREREE — investment savings plan
(Ktita) (note a) 17,681 11,619
—BARERINZKRE — Investments outside Hong Kong
(Htztb) (note b) 7,603 7,603
25,284 19,222

Brat - Notes:

a. FEMRERFETEIEREN B R a. The unlisted investment savings plan represents
HEEHEBREACHASHBAY FES an investment in a savings plan whose returns are
gl o ZEETEHR—BRER LT linked to a portfolio of marketable international
ZIRBEREZ — MK B A RET funds. The savings plan was issued by a subsidiary
FHA-_tILE  YBEHZTBA of a group of insurance companies listed in the
=tHEA  c REBEFEZEDEY USA and has a term of 29 years with an initial
SHFEARNER - WRBZTEE contribution period of 34 months. The Group
FEALL - REZ AR FERR intends to make contribution at least for the
REMREEEERRES 2TE initial contribution period and holds the plan until
FTE © maturity. They are measured at their estimated fair

value based on the market value of the underlying
marketable international funds at the end of the
reporting period.

b. BAEBINZIELTIREENFE— b. The unlisted investments outside Hong Kong

MEMRITRERBEEMZRE -
% ERE TR S B R AR B AR
ERBEREFE  ARREEHR
RERFETREASETE -EFR
B REREEBARBE_T-F
FER_EFNAF+_A=+—HLt
FEFRRERBE -

Kith Holdings Limited

represent an investment in a local bank and an
education unit in the PRC. The investments are
measured at cost less accumulated impairment at
the end of the reporting period as the directors
of the Company are of the opinion that their fair
values cannot be measured reliably. In the opinion
of the directors, no impairment loss on these
investments is required for the years ended 31st
December, 2010 and 2009.
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78 21. INVENTORIES
—E2-=2F —ZZNF
2010 2009
THET FET
HK$'000 HK$’ 000
R # Raw materials 96,015 84,842
TR Work in progress 15,110 13,008

BB MBI m Trading inventories and

finished goods 63,832 32,491
174,957 130,341

BWE=EEZRAKHAM 22.

FEWERRR ~ 5] & RFE RIE

TRADE AND OTHER RECEIVABLES
FROM THIRD PARTIES, DEPOSITS AND
PREPAYMENTS

—2-®F -TThE

2010 2009
FET FAT
HK$’000 HK$' 000
FEWE 5 BR 3K Trade receivables 523,514 412,351
o SRR Less: allowance for doubtful debts (11,737) (11,485)
511,777 400,866

H M AR R Other receivables, deposits and
HEDSEES prepayments 72,322 66,714
584,099 467,580
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HE-ZT—ZTF+_A=+—HIFE For the year ended 31st December, 2010

22. BRUE=EE5KRIAKEM 22.

EWEER T RENRE
(%)

AEE-RETHESEFRPZ2THR
BREA302120H » LN AIREZHE
2IR|ERZ EKE 5 RN

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

The Group generally allows an average credit period
of 30 to 120 days to its trade customers. The

following is an aged analysis of trade receivables

RIRBHE R 2RI DT net of allowance for doubtful debts at the end
of the reporting period, presented based on the
invoice date:

—E-BF —ZTTAF
2010 2009

FE T FHET
HK$’000 HK$' 000

60H A Within 60 days 369,504 224,845

61—90H A Within 61 — 90 days 59,408 88,688

90H KAk More than 90 days 82,865 87,333

511,777 400,866

EEMETAMEFA AKEEANA
MEENEEFIHEREETPE
EEERREBRRPIIVUEERSE
EPFZEERBITHEEETE B
af o REB D FE W & 5 BR SR BE R B H 7R
BRE EREAFHINERIFZE

152 Kith Holdings Limited

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 are neither
past due nor impaired and have good repayment

history in prior years.
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HE-ZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

BURE=EEZFRAREM
EWEER T RENRE
(%)

REERWBESEREHRBDIER@DE
8 /58,327,000 7t (ZZEE N 4F :
11,748,000/ JT) < FE W BR K - X 3R
SRR  BEXREEWRIED
MEEBREE NEBVERZESHE
BREBEMERR ZERBERZ
TR 1028 (ZZEZNF : 224
B) -

CEHESEREEBRE SRR Z
AR

22.

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

Included in the Group’s trade receivables balance
are debtors with aggregate carrying amount of
HK$58,327,000 (2009: HK$11,748,000) which are
past due at the end of the reporting period 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 102 days (2009: 224 days).

Ageing of trade receivables which are past due but

not impaired

—2-2F _—TITAF

2010 2009

FE T FH&T

HK$’ 000 HK$’ 000

60H A Within 60 days 14,034 310
61—90H K Within 61 — 90 days 15,110 12
90BH I E More than 90 days 29,183 11,426
58,327 11,748

B 8 818 3 R (E 2 FE W E 5 BR K
FEAEEARIFEELE TR -
EEERE HRNEEERTEEXN
28 HZSHRBORERAT2HE
B - [ 1t 4 78 5L % 55 8RR 1 OB (E B
o RIS MRILD WA ABBH R -

The trade receivables 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 end of the

reporting period.
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22. BEWE=E2ESRAKREM 22. TRADE AND OTHER RECEIVABLES

FEWERFR ~ 5] &€ RIAN IR FROM THIRD PARTIES, DEPOSITS AND
(&) PREPAYMENTS (continued)
RERHE2E Movement in the allowance for doubtful debts
—E-BF _—ZTTAF
2010 2009
THET FET
HK$'000 HK$' 000
F Y EEER Balance at beginning of the year 11,485 17,149
FLIEWE B R IER Impairment losses recognised
EE B on trade receivables 258 4,704
FRE AT E Amount written off during the year
b ikl as uncollectible (6) (10,074)
BEARBEHEERE Transfer to assets held for sale - (294)
FIRAERR Balance at end of the year 11,737 11,485
REREAEERNERKE S EKE Included in the allowance for doubtful debts
SR 48%8258,0008 T (—EF are individually impaired trade receivables with
JLEE + 4,704,000 TT) o 27 55 5 45 A an aggregate balance of HK$258,000 (2009:
HERRRSEyEEAR REER HK$4,704,000) which related to customers that
B iy S (5 78 B Uk (3] R o AN £ B P were in financial difficulties and the directors
4 ok i S ph mE i S (T (A I S, o consider the recoverability of these debts is remote.

The Group does not hold any collateral over these

balances.
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BWFERKRRE S RAR
H 1t & U BR =X

REBEETIHFERKRE < FHREK
HR308 - BUSEERRERE 5 KR
R H fth FE W BR SR B HE IR B B BR K
# £260,910,0008 T (Z T ZT L F ¢
23,765,000 7T) - BRI (IREE
HEAZ%) 2R DITAT :

23.

TRADE AND OTHER RECEIVABLES
FROM NON-CONTROLLING
SHAREHOLDERS

The Group allows an average credit period of
30 days to the non-controlling shareholders.
Included within trade and other receivables from
non-controlling shareholders are trade receivable
balance of HK$60,910,000 (2009: HK$23,765,000),
and the aged analysis of this balance (presented

based on the invoice date) is as follows:

—E-ZF —EENF

2010 2009

F#B T FHET

HK$’ 000 HK$’ 000

60H A Within 60 days 59,312 22,068
90H A E More than 90 days 1,598 1,697
60,910 23,765

_E it #5542 4910,840,00008 L (2=
JLE 1,697,000/ 70) RIEHRE
KR - BAREEN KR R EEE
BE SREEERAZIHFITMRK
R2EANEEERWEEZ - A5E
WERZEEAFEEMERR - &%
FRYGRIE KRR R80H (22T
N 2 1328) o

JE U IR IR A% SR B A BR 5K 491,371,000
I (ZEZTNAE - 844,000 7)) A
B 2BV ERBBERI AT -

Included in the above balances of approximately
HK$10,840,000 (2009: HK$1,697,000) which were
past due at the end of the reporting period for
which the Group has not provided for impairment
loss because management is of the opinion that the
fundamental credit quality of these non-controlling
shareholders has not deteriorated. The Group does
not hold any collateral over these balances. The
average age of these receivables is 80 days (2009:
132 days).

The other receivables due from non-controlling
shareholders amounted to approximately
HK$1,371,000 (2009: HK$844,000) which are

unsecured, interest-free and repayable on demand.
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24.

HHIE W E R

R-_E—ZF+_A=+—H K
— % A 8023,309,0008 T (ZZTZT h
% ¢ 22,489,000 T) 2 T &t B EI
EFON REEFERBEKERIZ
B FFE20% (ZTTNEFE: FF
E20%)ETE - FR - AEBR-FT
—TFE+A—RAE-T—TF+=A
=+ —BHHEZFEEHERERZ

FEEEHE ZFERRENR=-Z
*%Emﬂﬂ%'ﬁmfiméﬂz
BEDENEEBBCEHREC
——&F+=H-

AEEZ A EREMERERRER
“E-TENARNE BEEREBER
BHEEHCHE—_T—FTF+H- R
BERR ZEFRE-_FT——F=
AR BERNEREERE L
HE"Z——F+_H-

R-FE-—ZBFER_FFTNAFT+_-A
=+—B BMERLAKEZEHEK
ERFTUERRIHE - FARMEKR
ERHERNBERRE-—FALEE
RIBE -

Kith Holdings Limited

24.

For the year ended 31st December, 2010

SHORT-TERM LOANS RECEIVABLE

As at 31st December, 2010, except for a
loan receivable of HK$23,309,000 (2009:
HK$22,489,000) which is non-interest bearing,
all of the Group’s short-term loans receivable are
of fixed interest rate of 20% per annum (2009:
20% per annum). During the year, interest on
the Group’s interest-bearing short-term loans
receivable for the period from 1st July, 2010 to
31st December, 2010 was waived. Such loan was
originally due in April 2010 but has been extended
for a further period up to December 2011 in
accordance with the re-negotiated loan repayment

agreement signed during the year.

The Group’s non-interest bearing short-term loans
receivable was originally due in April 2010 and has
been automatically extended to October 2010 in
accordance with the loan agreement. After the end
of the reporting period, such loan has been further
extended for a further period up to December
2011 in accordance with the re-negotiated loan

repayment agreement signed in March 2011.

As at 31st December, 2010 and 2009, no collateral
agreement has been entered into in respect of
the Group’s short-term loans receivable. All the
short-term loans receivable are due for repayment
within one year or on demand from the end of the

reporting period.
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RHAEWER (&)
EHHERA - ~&EEEA—ERH
EEMAREFITAEREEERALZ
ﬁﬁﬁﬁﬁﬁﬁ%%ﬁAﬂﬁﬁgﬁ

ERAZEERBIAEREERE
ﬁ@ﬂo

R-ZF—FF+-_A=1t—H8 %%
B 2 58 Hi /& W & 5023,309,000% 7T 7Y
REHRIE  BEAEEWERZE
BIELREEEREE R-_TThF
+tZA=+—B KAEEMEEHE
W B FRBR A B B IR R (E o

RBEHR REEHERZEREE
ERF-EEERE ARZFEX
AZEREEERYEEZ  AUtE
AR FREEE L BERE

24.

SHORT-TERM LOANS RECEIVABLE
(continued)

Before granting loans, 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.

As at 31st December, 2010, the Group’s short-term
loans receivable amounting to HK$ 23,309,000
were past due at the end of the reporting period
for which the Group had not provided for
impairment loss. As at 31st December, 2009, all of
the Group’s short-term loans receivable are neither

past due nor impaired.

The short-term loans receivable at the end of
the reporting period have good credit quality.
Management believes that no impairment
allowance is necessary in respect of these loans
receivables as management is of the opinion that
the fundamental credit quality of these borrowers

has not deteriorated.
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25. BFEEERE

25.

HELD-FOR-TRADING INVESTMENTS

FIEEERERE Held-for-trading investments comprise:
—BE-BF _—ZTTAF
2010 2009
TEx FH T
HK$’ 000 HK$’ 000
EWES Listed securities:
—REASLWmZ — Equity securities listed
N in Hong Kong 1,887 3,750
—REMME T2 — Equity securities
IR AN 78 5 listed elsewhere 85 95
1,972 3,845

FEBBREZRATFEDZEEHEXR
SFFBEBEER M HEEAREE

ﬁ_':_o

26. HitbBEE

20.

The fair values of held-for-trading investments are
determined with reference to quoted market bid
prices of underlying securities available on the

relevant exchanges.

OTHER FINANCIAL ASSETS
—2-®F -TThE

2010 2009
THER FHET
HK$’ 000 HK$’ 000
EEIEINERBIE A Structured foreign currency forward
(K& 0) 2 (i) contract (note (i) and (ii)) 377 260

Kith Holdings Limited



mE MR E M

Notes to the Consolidated Financial Statements

HEZZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

26. HtMBEE (&)

(i)

T -TESEIEARAET—
BB ARE —RETNR T —F
F=A—Rilvz—HARH=+MN
BAZET/ BITNAERESRE
(TR EREHEL]) < RIEM
RERRPEH  ERFAEHA
ZETL/ ATREBREESRHER
TT{EE7.735 ([1T6E(E]) + BIRR T
BARERETZESAZSHARK
fTEE M Z R 1T E A2,250,000%
T o BETL/ BT EERERT
8 AZMBARAERSEIHH
1T E B Mm% BT E A6,750,000
ERXCHEEFT=ZEABL - ER
E+=EESAHBZET BT
BEERSRHENT.745 ([K%
[BR]) BIMAEREHEHNET
BRE - A H IS AR 1E Kk R
AXNEMEESE - Am > 5
LSBT R EERER KR ER
Az B ARZEANSEHBRE
W PE =[] 5% $R 1T B A4,500,0003%
T BEERE—ERHA AL - M
KERRPEHZEBEEHA A=
T-ZFMA+AHHE  MKE—E
R A-ZE——F=A+Ah8 -

26. OTHER FINANCIAL ASSETS (continued)

Notes:

(i)

The amount for 2010 represented a 24-month
USD/HKD Enhanced Leveraged Forward Contract
(the "Enhanced Leveraged Forward Contract”)
entered into on 1st March, 2010 between a
subsidiary of the Company and a bank. According
to the Enhanced Leveraged Forward Contract, the
subsidiary is obliged to buy USD2,250,000 from
the bank at the strike price of 7.735 (the “Strike
Rate”) if the spot exchange rate of USD/HKD on
each monthly expiration date is above or equal
to the Strike Rate for the first twelve monthly
expiration dates. If the spot exchange rate of
USD/HKD is below the Strike Rate, the subsidiary
is obliged to buy USD6,750,000 from the bank
at the Strike Rate on each expiration dates until
the thirteenth month. If the spot exchange rate
of USD/HKD on the thirteenth monthly expiration
date is above or equal to 7.745 (the “Knock-out
Rate”), the Enhanced Leveraged Forward Contract
shall terminate and be deemed cancelled without
payment of any settlement amount. However,
if the spot exchange rate of USD/HKD is below
the Knock-out Rate, the subsidiary is obliged to
buy USD4,500,000 from the bank at the Knock-
out Rate on each expiration date until the last
expiration date. The first expiration date of the
Enhanced Leverage Forward Contract is 15th April,
2010 and the last expiration date is 19th March,
2012.
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26. Hth@HBERE (&)
Hiat - ()

(ii) —ETNF 22 EEARRAZ—HE
MEBARE -—KIEBITR_ZEZTNE
+tATHIYZ—mAH=-+HW
@A Z3ET,/ AL e ZnER xS
AH ((AIEREBEAL]D - BE
AERRAL  ERSAZEA
ZEL/ABTREERSNRE
RITEE7.73 (T1TEE]) - BIFZH
BRARARITFEERAZRITEA
2,000,000 7T » % =T/ B L3R
EERENRITERE - BIZHE QR
REHBHB ARTEBRZET
B A6,000,0003 7T ° #n 2 ] f [
RHANTRTIEZ TEHRA M EEE
A TERERBAEGHNAETRIETS
WAREEBEM AN EREE S
HonBERAAHZHEEEAR
BZTETNFNA+=H  MxE
—EEHAA=—ZT——FtA+=
H-ABRZRAGHNEE T —
ZFE+_A=+—BHLFELEEX
B o

R-ZZE—FFE+-_A=+—08 - Hfth
WBEEs A FEKEINEB L GE
MoEEMETE: TETHER 2
B T KB S B R R BR HABR A 2 oK
ERE K 2 TG R A REE iR
MEMERCEZBEE - WASET
WERAE - UEESBR I KBEMR -

27. WITHEBRRE
RITEBRERASBDEAEEMFEZ
BERREINHEA=FEAHUTZ
EHBRITER - BITEHREHRT
TR TIEN F0.0%%E0.6% (ZFEZH
F:0.0%ZE0.7%) ZTHFEFETTE o

Kith Holdings Limited

26. OTHER FINANCIAL ASSETS (continued)

Notes: (continued)

(ii) The amount for 2009 represented a 24-month
USD/HKD Target Redemption Forward Contract
(the “Redemption Forward Contract”) entered
into on 10th July, 2009 between a subsidiary
of the Company and a bank. According to the
Redemption Forward Contract, the subsidiary
is obliged to buy US$2,000,000 from the bank
at the strike rate of 7.73 (the “Strike Rate”) if
the spot foreign exchange rate of USD/HKD on
each monthly expiration date is above or equal
to the Strike Rate. If the spot foreign exchange
rate of USD/HKD is less than the Strike Rate, the
subsidiary is obliged to buy US$6,000,000 from
the bank at the Strike Rate on each expiration
date. If the target knock-out event as specified
in the Redemption Forward Contract occurred,
the Redemption Forward Contract shall terminate
and be deemed cancelled upon such occurrence,
without payment of any settlement amount. The
first expiration date of the Redemption Forward
Contract is 12th August, 2009 and the last
expiration date is 12th July, 2011. The Redemption
Forward Contract was knocked out during the
year ended 31st December, 2010.

As at 31st December, 2010, the fair values of other
financial assets were determined based on the
valuation carried out by an external independent
valuer in which the fair values are determined based
on the difference between the market forward rates
at the end of the reporting period for remaining
duration of the outstanding contracts and their
contracted forward rates and discounted using an
appropriate discount rate to take account of the

time value of money.

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 0.0% to 0.6%
(2009: 0.0% to 0.7%) per annum.
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DTEABFHEZHEAS

RZZEZhLhF+—A+/-H ~&EE
SRE LA #95,111,00058 7T K (B H & A
RAIE TN —RHMNBARFMFE KRS
HRREERRERZERAMBIY
MeEEEREFTAR (IR Z
EHBRAESE (EEBRBRARE Y
60%) TIEIFE) 2 JEERARER ([ &
R]) RZZTEZNLF+=_A=+—
H BINHESERFBELE 2D
EHE - ZRFEEBTEHNBRER
ZETAEFE+ A+ NARITZRE
g LibE BEEERSAVEEE T
BHE AT e

FR BRAEHTER-_FTTNF
T—ATARBRTZRREZLRA
EBEARAZ —HAWMEBQAME
BZBIXEZz 2B liE 2 A
S - BB T HEE SER 2 AT AT I
EHEZER  ARFERIIXNE
EZAIWESRT&NERE - Bt
8,759,000/8 T 2 BEE R E R iR & U
BmRRAEENR MEERBKEMRD
B BER (RIINHEsD BER)
MR - RIXHNZBBER T —F
FH-A=+—RBZEEMBNRRE
PHEREFLHEEERMCABEN
DERENE SRR EMEARR -

ARRERMAERREZF A @IZEK
R~ FRIT R ENAE RN S B B9 5K 0R )2 48
FAREERX

28. A DISPOSAL GROUP CLASSIFIED AS

HELD FOR SALE

On 16th November, 2009, the Group decided to
dispose of the entire equity interest (being 60% of
the total paid-up capital) held by a subsidiary of
the Company in EFAMBIKEBEERELA
&) (“FETREN") which is engaged in printing and
manufacturing of packaging products, to the non-
controlling shareholder (the “Buyer”) of F&TF/EN
at a consideration of approximately HK$5,111,000.
IR E is classified as a disposal group held for
sale at 31st December, 2009. The transaction was
approved by the owners of #/LFE] at the owners'’
meeting held on 16th November, 2009 but has
not been completed up to the date of issue of the

consolidated financial statements.

During the year, the Buyer did not execute his
verbal commitment to purchase the entire equity
interest held by a subsidiary of the Company
in #) TR EH as agreed in the owners’ meeting
held on 16th November, 2009. In addition, the
management is uncertain as to the probability of
completion and timing of the disposal and has
assessed that the recoverable amounts of the
assets of #EIFE] are minimal. Accordingly, an
impairment loss of HK$8,759,000 was recognised
in the consolidated income statement and the
segment results of the Group's printing and
manufacturing of packaging products segment
as set out in the segment information in note 8.
The liabilities of FEIFED were reclassified from
liabilities associated with assets held for sale to
trade and other payables in the consolidated
statement of financial position as at 31st December,
2010.

Legal proceeding has been launched to recover the
investment cost, the amount owed by T E] to
the Group and the corresponding compensation

expenses.
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28.

For the year ended 31st December, 2010

PHEABFHEZHEA 28. A DISPOSAL GROUP CLASSIFIED AS
(48 ) HELD FOR SALE (continued)
RZZEZENF+ZA=1+—8 " #& The major classes of assets and liabilities of & L%

IDBERFBELEZEERAGYZ

ZJ/ANWMT

El classified as held for sale as at 31st December,

2009 are as follows:

R=ZZFZHhF
+—A=+—H
At 31st December,
2009
FAT
HK$’ 000
BE: Assets:
Mz R RERE Property, plant and equipment 7,633
FE Inventories 954
JEUE Z Rk K EAth Trade and other receivables, deposits
JEWERFR ~ Bl & K& and prepayments 163
TE IR
RITEBRNIES Bank balances and cash 9
DEEBELECEE Assets classified as held for sale 8,759
BafE: Liabilities:
JERTE 5 R & Trade and other payables 2,258
H i fE T AR 3X
HAOBARHEHEZ Liabilities directly associated with assets classified
EEEREBBE as held for sale 2,258
DEABFEREZHE  Net assets directly associated with the disposal group
HAEEEBEMBZEBEEME  classified as held for sale 6,501
RZEBEENF+_A=+—8 " EH As at 31st December, 2009, the amount due to

N AIfE£%82,533,0008 T E AR A IR
BREE  WTEEE LRpED -

Kith Holdings Limited

an inter-company of HK$2,533,000 had been
eliminated on consolidation and excluded from the

above balance.
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ENEZERAKREMEER 29. TRADE AND OTHER PAYABLES
)
TA

—g-%F C—TTNAF

2010 2009

FHERT TET

HK$’ 000 HK$'000

e & B IR Trade payables 208,499 190,699
Hib AR LB ER Other payables and accruals 55,761 32,710
264,260 223,409

LT ALRERRI2H ALK An aging analysis of the trade payables presented
FEN B BEESBEB AT based on the invoice date at the end of the

reporting period is as follows:

—BE-BF _—TTNF

2010 2009

TERT TAET

HK$' 000 HK$" 000

60H X Within 60 days 167,101 62,948
61—90H A Within 61 — 90 days 7,398 39,459
90H M E More than 90 days 34,000 88,292
208,499 190,699
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30. B&

For the year ended 31st December, 2010

30. BORROWINGS

R-E-%ZF RZZZNE RZZZENEF
+-A=+-H +=ZA=+—H —H—H
As at As at As at
31st December,  31st December, 1st January,
2010 2009 2009
THR THT FET
HK$' 000 HK$' 000 HK$' 000
27 (E3)
(restated) (restated)
REBEE Current liabilities
RITEX Bank overdraft 284 = -
BITER Bank loans
——ERIBPEER - portion of bank loans
RITER due repayment
within one year 154,772 213,842 156,842
——FRIMER — portion of term loans
AT RERs E 3k from bank due for
ZEHRITE repayment
after one year which
contain a repayment
on demand clause 37,214 34,654 79,748
ERBEER Trust receipt loans 253,541 171,083 407,139
HE Other loan 5,000 4,000 =
450,811 423,579 643,729
knBEE Non-current liabilities
RITEHK Bank loans - = 5,000
BEAH Total borrowings 450,811 423,579 648,729
AMA Analysed as:
FiEA Secured 55,505 59,084 65,316
EIR Unsecured 395,306 364,495 583,413
450,811 423,579 648,729

Kith Holdings Limited
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A=+—HIEFE For the year ended 31st December, 2010

BORROWINGS (continued)

The Group’s bank loans are carried at amortised
cost. None of the portion of the term loans due
for repayment after one year which contain a
repayment on demand clause and that is classified
as a current liability is expected to be settled within

one year.

At 31st December, 2010, the Group’s borrowings
were due for repayment as follows, which are
based on the scheduled repayment dates set out in
the loan agreements and ignore the effect of any

repayment on demand clause:

R-B-2F RZZETNEF RZEZTNEF
+=A=+-8 +ZA=+-—H —A—A
As at As at As at
31st December, 31st December, 1st January,
2010 2009 2009
TER FAT FAT
HK$' 000 HK$'000 HK$' 000
fEEERmE Carrying amount repayable:
EEXREES—FN On demand or within
one year 413,597 388,925 563,981
—FREMEN After one year but within
two years 11,246 23,645 20,680
MEBRERFEN After two years but within
five years 25,968 11,009 64,068
450,811 423,579 648,729
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30.

B8 (&)
FBRITEEAXRRNEASEET
MBRARLEEZBRZRHE (BERAR
HEPEEIBET L ERLZHA) © WA
SEERZEFRG  NAREREER
EXBZEE- I AREETE
HEXBZESHR TERARHRIG
IR BERARBER (TwAKE
BERETRHYTEAEERRME) B
SKENEREEFR -

AEEEREREBETRTELHRZE
N BEEZBRALEEITTEHE
RZBEERREME MEARAEE—

RAMTAEZERE BRIRL/RITER
BRITERBEEZREEER - ~A&E
MEBET AR EEFBHINME
6(b)c R_E—FF+_H=+—8 -
AEEMEEREDXBRERERAH
ZRE(ZZEZENF - |) -

AEBZHRTERBETE
168,520,000 7t (= F = J1 £ -
97,682,000 L) RZTE—FTF+_
A=+—8 REBFMNENTF1.9%
£6.8% (ZEZTNF : 49%%E5.6%)

it o

i

BB

Kith Holdings Limited

30.

For the year ended 31st December, 2010

BORROWINGS (continued)
All of the banking facilities are subject to the

fulfilment of covenants relating to certain of the
Group's statement of financial position ratios, as
are commonly found in lending arrangements
with financial institutions. If the Group were to
breach the covenants the drawn down facilities
would become repayable on demand. In addition,
certain of the Group's term loan agreements
contain clauses which give the lender the right at
its sole discretion to demand immediate repayment
at any time irrespective of whether the Group
has complied with the covenants and met the

scheduled repayment obligations.

The Group regularly monitors its compliance
with these covenants, and has up to date met
the scheduled repayment obligations of the term
loans and does not consider it probable that the
banks will exercise their discretion to demand
repayment for so long as the Group continues to
meet these requirements. Further details of the
Group’s management of liquidity risk are set out
in note 6(b). As at 31st December, 2010, none of
the covenants relating to drawn down facilities had
been breached (2009: nil).

The Group’s bank loans included fixed-rate
borrowings of approximately HK$168,520,000
(2009: HK$97,682,000) which carry effective
interest rates ranging from 1.9% to 6.8% (2009:
4.9% to 5.6%) per annum as at 31st December,
2010.
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B8 (&)
o AEBBFEERTEERN
23,466,000 T (ZET N &F :
150,814,000/ 7T) ~ BB IRITR
FEMI . 5%E2 1% B (ZEZF N
F:RPFEARBITHEAETRRE
MZEZ100%8K110% * BBRITEE
FEMA%E2.7% + S EB B iFEE
BREZHEBENEM2.0%5tE) -
R-_E—FTFE+_A=+—H BE
FRREIT%E2.4% (ZTETNEF :
1.3%%6.6%) - FIXRBAREZEE
I E ©

RITEFRBREENEEREZZ
TEBENTHERFMERZ
12,000,000/ 7t 2 B X °

ERRBEERBEENERA BE:T
NEAREE - WKRBTHSEMERG
B ERRBERZERFEHFMNE
HN1T7%E2.6% (ZZEZENF 1.3%E
2.7%) °

R-F-—ZF+-A=+—RBZHAM
ERREER ZEBABEENE2.0%
(ZFFNF : FME5.0%)5T L &
AR —FRNEZHEE -

30.

BORROWINGS (continued)

In addition, the Group has variable-rate bank
borrowings of approximately HK$23,466,000
(2009: HK$150,814,000), which carry interest at
HIBOR plus 1.5% to 2.1% (2009: carry interest at
100% or 110% of the interest rate prescribed by
the People’s Bank of China for the applicable loan
period, HIBOR plus 1.1% to 2.7% or prime rate
prescribed by the Federal Reserve of the USA plus
2.0%) and the effective interest rate was 1.7% to
2.4% (2009: 1.3% to 6.6%) per annum as at 31st
December, 2010. Interest rates are repriced monthly

and quarterly.

Included in bank loans is an amount of
HK$12,000,000 which is guaranteed by
the Government of the Hong Kong Special
Administrative Region under the Special Loan

Guarantee Scheme.

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 1.7% to 2.6% (2009: 1.3% to 2.7%)

per annum.

The other loan as at 31st December, 2010 is
unsecured, carried fixed interest at 2.0% per month
(2009: 5.0% per annum) and is wholly repayable

within one year.
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31. MEHESME

31.

For the year ended 31st December, 2010

OBLIGATION UNDER FINANCE LEASE

BEEENH
Minimum lease
payments
“E-BF _—ITITNF

2010 2009
TET TET
HK$’ 000 HK$' 000

BEEENNRE
Present value of minimum
lease payments
“E-2F _ITITNF

2010 2009
TET FET
HK$’ 000 HK$' 000

BEMEEMER :  Amounts payable under
finance lease:
-—FR — within one year 860 860 775 775
- —FREMER - after one year but
within two years 860 860 775 775
-MERELFA — after two years but
within five years 216 1,076 194 969
1,936 2,796 1,744 2,519
B AR B EREE Less: total future finance charges (192) (277) - =
BEMESTTZHE  Present value of finance
lease obligation 1,744 2,519 1,744 2,519
BERET Carrying amount analysed
REBEA for reporting purpose as:
mBAE Current liabilities 775 775
FnBEE Non-current liabilities 969 1,744
1,744 2,519

AEBZREHEEENUDFTAY
¥ HEkREMEE7))Z2EEEE

R -

Kith Holdings Limited

The Group’s obligation

under finance lease is

secured by the charge over the leased asset

included in property, plant and equipment (note

17).
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I SEFi 18 32. DEFERRED TAXATION
B2 -_ZEZAFR_ZT—ZTF+_H The components of deferred tax liabilities and
=T —HIEFE AEEZEETBR assets recognised in the Group’s consolidated
MEXNECHERZEEHBEGELREE statement of financial position and the movements
ZHRK  RRZREELHAT during the years ended 31st December, 2009 and
2010 are as follows:
nE #E BLARRE HEKELE
RREES  ZKERE  HEER ZADREN A L
Depreciation
Revaluation allowances Undistributed
of property, in excess of earnings
plant and related Tax of PRC
equipment  depreciation losses  subsidiaries Others Total
iR iR iR AL TR AL
HK$" 000 HKS' 000 HKS' 000 HK$" 000 HK$ 000 HK$" 000
R-Z2EAF-H-R At 1st January, 2009 15,079 15217 (1,726) 3,524 2375 34,469
ERialiEE Charge (credit) to the consolidated
1k GIA) income statement for the year = 4,677 1,131 (1,386) (2,636) 1,786
ERRIRERTA Credit to equity for the year (89) = = = = (85)
RZZZAEFZA=F—R  At31st December, 2009 and
k=Z-%5-H-R st January, 2010 14,994 19,894 (595) 2,138 (261) 36,170
ERielER Charge (credit) to the consolidated
B GEA) income statement for the year (1,949) 5,306 595 17 = 4,169
FEEREMZERENR  Charge to other comprehensive
income for the current year 3315 - - - - 3315
ERRBREA Credit to equity for the year 8 = = = = ®)
WZ2-ZFTZA=t-H  At31st December, 2010 16,352 25,200 - 2,35 (261) 43,646

REAMBRARZ25ME BT
EERBAERAECEHE - UT
AR I B R AR 8 2 SRR IE A 44 5
o

For the purpose of presentation in the consolidated
statement of financial position, certain deferred tax
assets and liabilities have been offset. The following
is the analysis of the deferred tax balances for

financial reporting purposes:
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32.

For the year ended 31st December, 2010

RIEFRLIE (&) 32. DEFERRED TAXATION (continued)
—BE-BF _—ZTTNF
2010 2009
FHET TA&TT
HK$’'000 HK$' 000
EIETIE B & Deferred tax liabilities 43,769 36,765
EEFIBE E Deferred tax assets (123) (595)
43,646 36,170

RZZE—FEF+-_A=+—8 &
SE 2 ARB A IAEIE 23,426,000
BT (ZZEZFLF £ 19,803,0008
JC) c A REE SR AOE R o AR K
RRFERBEEN WAFEREH
ZEEERRELHBEE R =
ZTEAF+_A=+—"H ®m&xSHF
&5 183,608,000 It E #E R 1K & 71 18
& E595,000/8 7T ° B A R B T A
BEA HEE_ZTTAF+ A
=+ —HIEFERERMIBEBLTE
16,195,000 ST REE R IR & = o
R TR B 18 YT A] A PR B 45 8 o

BEFBEHCEMSRE PR E
RAIBZZEENFE— A —BEER
mAFETIR 2 REBBSTENE -
REVBEBEERASEE 2 FEK
BRRIZADIKABFIRBIELERE -
MGG EEAdRBERIEE 2&ZE
FAER RBEHR A5E2HH
B AR M ARG MR B #E
ROERBFEHERER ZIELEHE
#EEA91,213,0008 L (ZE T NF -
846,000 7T) + R Z A& B IR aE
THIEREE 2 REORHE BEBEY
REZg TR e B g RED -

Kith Holdings Limited

At 31st December, 2010, the Group has unused
tax losses of approximately HK$23,426,000 (2009:
HK$19,803,000) available for offset against future
profits. No deferred tax asset has been recognised
in respect of such losses in the current year due
to the unpredictability of future profit streams.
As at 31st December, 2009, deferred tax asset
of HK$595,000 was recognised in respect of
HK$3,608,000 of such losses. No deferred tax asset
has been recognised in respect of the remaining
tax losses of HK$16,195,000 for the year ended
31st December, 2009 due to the unpredictability of
future profit streams. Tax losses for both years may
be carried forward indefinitely.

Under the EIT Law of PRC, withholding tax is
imposed on dividends declared in respect of profits
earned by PRC subsidiaries from 1st January,
2008 onwards. Deferred tax has been provided
for in the consolidated financial statements 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 end of the reporting
period, the aggregate amount of deferred taxation
in respect of temporary differences attributable
to the undistributed earnings of the Group’s PRC
subsidiaries which has not been provided for in
the consolidated financial statements amounted to
approximately HK$1,213,000 (2009: HK$846,000),
as the Group is able to control the timing of the
reversal of the temporary differences and it is
probable that the temporary differences will not
reverse in the foreseeable future.
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LN 33. SHARE CAPITAL
igrig 4= Kt
Number of
shares Amounts
TET
HK$'000
FREE0. 1078 7T 2 i A% Ordinary shares of HK$0.10 each
ERE Authorised:
R-_ZEZhF—HA—H" At 1st January, 2009,
“EFEENEFER T —ZTF 31st December, 2009
+=—A=+—H” and 2010 1,000,000,000 100,000
BETRER Issued and fully paid:
R-_ZBEZAF—HF—H " At 1st January, 2009,
—ETNERZ-ZF 31st December,
+=ZHA=+—H” 2009 and 2010 261,453,600 26,145
BE-_EEHER-_E—ZE+-A Neither the Company nor any of its subsidiaries has
=+ HILEER BESAADT purchased, sold or redeemed any of the Company’s
HEMBATES - &K ED(Eq listed securities during the years ended 31st
NATF EHEE- December, 2009 and 2010.
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34.

URGOAER ZNRRTS

BEARRR=_ZE_FRA+HEA
BO7RRAFRE  ARRIRMAE
AetEst &l ([zetdll)  &Zetdlz=x
ZEMORET2HERANEEFA
EZERMESIRMAEE  WFER=
T—_FRA+MBER- BIEZT
g -AprESe((EF€)MmA
RAIMBES (RIEBIENTES)
EAEBEEM2ERBEES UK
ESTSTRAEN S LR A EE A S
BB RERELEMZA@NS A
ERTHBRE  ARBEAQFRMD -

RigZF8RE 2 BREAREZK
MBEH THREBAXRATEHEET
BRAD 210% ° B F AL B A 2 BB A4
ARBZBEOEE  TEEALRF
ERCBRITRAZI% -

ERTZERELBENE L B HE
308 MM - BERERFEZ N EHER
BUET - BREATNEL BHERY
BEI+FEmz A RARAERERET
- NEBEARLBRER EFeq
BIERERETERRITEE - 17
BrABERTII=Z32F2&m%E : ()
B in BB AR M % H B B B XX P 2 W
ME : (RO RBRERH BB R
AR5 BEBIMA2FHRTE: &
(i EE

Kith Holdings Limited

34.

For the year ended 31st December, 2010

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 (the “Board”) may grant
options to all directors of the Company (including
independent non-executive directors) and any full-
time/part-time employee of the Group, and any
participants from time to time determined by the
Board as having contributed or may contribute
to the development and growth of the Group to
subscribe 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 may at its discretion determine
the specific exercise period and exercise price. The
exercise price shall not be less than the highest of
(i) the closing price of shares on the Stock Exchange
on the date of the offer of grant; (ii) the average
closing price of shares on the Stock Exchange for
the five trading days immediately preceding the
date of the offer of grant; and (iii) the nominal

value of the shares.
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34. SHARE-BASED PAYMENT
TRANSACTIONS (continued)
Details of the share options granted under the

Scheme to directors of the Company and certain

ferEr EHFBOT : employees of the Group and movement in such
holding during the year are as follows:

BE R-ZENE

R-22NE “ERNE RCE-%F

-B-B t=A=+-B +=HA=+t-AH

RHAH BREFHA ITERE SRORKE HROE  LFEERAX DESHd

Lapsed

Outstanding during the Outstanding

Exercise as at year ended as at

Exercisable  price per  1stJanuary, 31st December, 31st December,

Date of grant ~ Vesting period period share 2009 2009 2009 and 2010

Bz —TTLE “TTLE ZZENE 2.673 1,500,000 (1,500,000) -
NA=T)\B NAZT/\H ZA=tN\R
BTG E2RENE
—A=t+H AV It =
Directors 28th August, 28th August, 28th February,
2007 2007 to 2009 to
27th February, 27th August,
2009 2009

3] “TRtE It 3 St “BENF 2673 700,000 (700,000) -
NAZ+AR NAZ+AR “AZ+NA
EIRENE EIRENE
“A=t+H NE=t+H
Employees 28th August, 28th August, 28th February,
2007 2007 to 2009 to
27th February, 27th August,
2009 2009

2,200,000 (2,200,000) =

MEBRERFARLRITE BE
—EERNFT_A=T—BHLFE"

+3lt2,200,00017 B A% #E 2 2F R K -

No share option were granted or exercised during
the year. All the 2,200,000 share options as stated
above were lapsed during the year ended 31st
December, 2009.

Annual Report 2010

173



174

o)

R 75 Bk B BT 5

Notes to the Consolidated Financial Statements

BE-T-BE+-AS+—AILFE

34.

UMD AERZNRR S
(4&)

—EEHHENA T NA\BRHERRE
ZAFEDNEA-ERTEEA

B ZBRARBZBAZEDT

34.

For the year ended 31st December, 2010

SHARE-BASED PAYMENT
TRANSACTIONS (continued)

The fair value of the share options granted on
28th August, 2007 is calculated using the Binomial

model. The inputs into the model are as follows:

R-ZETHF For 2007

Rz B option granted
i BB Weighted average share price 2318 T HK$2.31
TEE Exercise price 2.6737%8 7T HK$2.673
T8 HA R 1@ Expected volatility 31.90% 31.90%
78 HA BABR Expected life 245 2 years
E Rk R Risk-free rate 4.036% 4.036%
TRHAZE B & Expected dividend yield 5.33% 5.33%

BHRIE D REAR ARERBER
FRzEEREETE - HERER2
EHHREREEEERTTHE
# - ATER SR (TR B 2 B
i -

BHE-_ZTThF+-A=+—HILF
B AEEERARBARZTZLF
NAZTNBELZ BIREERER
% #963,00078 7T °

ZEEEE 2 AFEERAZBAAE
EBEAGT - FAEXEFBERE AT
EMFRABZZ2ERBREREOREESTZ
E1I1Eu+ 0 —T‘E%Hﬂiéz{ﬁ{é)ﬂﬁﬁf

Kith Holdings Limited

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$63,000 for the year ended
31st December, 2009 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.
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35. SHARE PREMIUM AND RESERVES

—E-2F Z—TTNF

2010 2009

FER FHEIT

HK$’ 000 HK$’ 000

B A i (B Share premium 74,215 74,215
N E Capital redemption reserve 624 624
BESHHFRE Asset revaluation reserve 54,330 42,620
TrEERES Enterprise expansion fund 54,814 48,879
fEES Reserve fund 13,086 7,148
HihfE G Other reserve 27,923 27,923
B ARG Capital reserve (200) (200)
PR Translation reserve 84,655 69,775
KESMHE Investment revaluation reserve 2,146 785
IR g A Retained profits 223,192 205,123
534,785 476,892

P AN 78 (2] i 4 70 R 7R B RE 8 R 1 ik
ML ERTRAEERDMEL

CEERESLRFERGES DEFBRR
MBI R & 2 Mt B R R R B+ B4R
RORERARA - BRRELR ST DR
BRI BIRMAR L © RIB[HEARKM
BONERBELERAHIEIZRE -
RMEEMBARE I E ZEER
RESAAEEMEBTENEB AR
ZEXR  MEHEFHES R BIERHEE
AR EZMBRTENEARZE
o

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.

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.
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35. R mERRHE (&)

HitfE o ie AT BB AR TIA
BR ¥ ERES SR -

BRFBBIODEE-NANANFETER
BAR REBZHBLARZBRMNE
EEARRETREMETZEROE
EMERZER -

36. KREHEE
FR - BELLEER LW REFE
it 2 &K & FXIE 492,459,000 7T
ZEENE - 1,742,00087T) °

RBEMR  AEERBERIATHE
JEm 2z AT BUA LS ML M ARE
N2 REREEREKELNT :

35.

36.

SHARE PREMIUM AND RESERVES
(continued)

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.

OPERATING LEASES

Minimum lease payments paid under operating
leases in respect of land and buildings during the
year amounted to approximately HK$2,459,000
(2009: HK$1,742,000).

At the end of the reporting period, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall
due as follows:

—E-FF —ZTNF

2010 2009

THERT FHET

HK$’ 000 HK$’ 000

—F R Within one year 1,707 822

E_EZFRF In the second to fifth years inclusive 1,597 1,900
(BEEEMSF)

il h Over five years 441 766

3,745 3,488

REHENFTEAREREETHA
EMTRNZES  RERAEMT
ZHRBHEPANF —HEAERFE (ZFZ
NF: —BAZELSF)  mESNEDR
A& - REEW T EAREBREW
HEEHEEECRERE-

176 Kith Holdings Limited

Operating lease payments represent rentals payable
by the Group for certain of its office premises with
remaining lease terms of between 2 months to 6
years (2009: 2 months to 7 years) and rentals are
fixed throughout the lease periods. The Group does
not have an option to purchase the leased assets at
the expiry of the lease periods.
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37.

CAPITAL COMMITMENTS
At the end of the reporting period, the Group had

the following capital commitments:

—E-ZF —ZTNE
2010 2009
TExT FHT
HK$’'000 HK$’ 000
BAME  WBEREMEZHEE - Commitments for the acquisition of
B AERNEGRE TS property, plant and equipment
AR B R contracted but not provided in the
consolidated financial statements 17,106 30,557
RBEAIHEERE -8 Commitment for future aggregate
RERETEMAR minimum premium payments under
—FRAI M2 RRHE an investment savings plan in respect
REBEASE of available-for-sale investments
within one year - 4,680
BEERM 38. PLEDGE OF ASSETS

RZE—ZTF+-A=+—H &%
EARF 4 E S £ 569,680,000 T (=
T T N4 : 68,495,000/8 ) 2 & T1&
FREMEERKREERTRT 1
REEBERITEEZRE -

8

Eﬂ

v RZFE—FF+_HA=+—
B AEEZREMERETHIALA
AZBHHEEMBRIERER
HERME{E A2,401,0008 0 (ZEZ 1
4 13,071,000/ 7T) °

As at 31st December, 2010, certain of the
Group’s buildings and prepaid lease payments
with an aggregate carrying value amounting to
HK$69,680,000 (2009: HK$68,495,000) were
pledged to banks for banking facilities granted to
the Group.
In addition, as at 31st December, 2010, the
Group's obligation under finance lease is secured
by the lessor's title over the leased asset, which
has a carrying amount of HK$2,401,000 (2009:
HK$3,071,000).
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39.

RIKEE R 5t 2

REBERFBGERCBHEEES
H—IER M RAEETE ([BESET
gl - RESEZEEGTHNE
ARGz ES BRAEEZEEDH
BE - AKBBAAS—BIRHEM
B8 % & A AN LA5% 31,0007 It 2 BRK
EMEBESFEER EETELR

e

REFBEZBURER  AREZF
B & 8 2 B4 B b 05 U M B i 2
Z (8 5 BRI E FIET &) - i -
AEBRTREEESBARERH
EREBA DL RZFTEFELER -
b 75 IR M R A R AR R AR IR 5T
BN zz2HRARBEEATEES
ZERARBRNEE - BEAHERI K
SHERAERE CEMERE RE
R AE R 2 I REAE - A FHE
ZEERABRRERE 2 BYEREESR
B YEAEEZEEDFHRITHA

REEHEEFERAFMAE 2L E
B 2 5 &l 58 56,476,000/%5
T (=TT : 5,068,00087L) * A
BRECERBAX - WK E11AT
BB ABINAR - RBFEHR -
WEA RS BHIEHRAE LR
K& FET &l Al AER D> A EBER
REEFER MR Z IS UL -

Kith Holdings Limited

39.

For the year ended 31st December, 2010

RETIREMENT BENEFITS SCHEMES

The Group participates in a Mandatory Provident
Fund Scheme (the “MPF Scheme”) for all qualifying
employees in Hong Kong. The assets of the MPF
Scheme are held separately from those of the
Group, in funds under the control of trustees. The
Group contributes the lower of 5% or HK$1,000
of the relevant payroll costs, for each of the
employees every month, to the MPF Scheme, which

contribution is matched by employees.

In accordance with the rules and regulations
in the PRC, the PRC based employees of the
Group participate in various defined contribution
retirement benefit plans organised by the relevant
local government authorities under which the
Group and the PRC based employees are required
to make monthly contributions to these plans
calculated as a percentage of the employees’
salaries. The local government authorities undertake
to assume the retirement benefit obligations of all
existing and future retired PRC based employees
payable under the plans described above. Other
than the monthly contributions, the Group has no
further obligation for the payment of retirement
and other post retirement benefits of its employees.
The assets of these plans are held separately from
those of the Group in independently administered

funds managed by the governments.

The contributions paid/payable to the scheme by
the Group for these plans at rates specified in the
rules of the plans amounted to HK$6,476,000
(2009: HK$5,068,000), which had been recognised
as expense and included in staff costs as disclosed
in note 11. At the end of the reporting period,
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.
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TEHFEERS
AEBERATHRSEE REAR
BEXH BLBERARERLREE
R

- BE_T-ZFTF+_A=1—

Eljtiﬁs% CAEBFXFEEP
Apex Digital Inc. ([ Apex]) %
RERE —HE2ENBRA R
BHREFTERARA (BHE
T 1) #995,144,0007% Jr (3% 48
B MR #12,198,000% 7T) - AP
JEWApexE SRR E R R E
FXE’%%Z%I@EWE ° % EB 17
EER 2B 2R EApex
#163,944,0007% 7T (k48 & R
#78,198,000% 7T) Z FEW & 5
8 3 M Apex#%719,500,0007% 7T
(k48 & 7 #92,500,0003% Jt.)
ZIFEETARAS —HE2EN
& A BIKith Consumer Product

Inc. °

- BE_TTNF+_A=1—

BILFE  AEEEA 5
B OREREREE  Z@WAE
2 BIRB{E 43,100,000/ 7T °

- @E—v 7%&‘# H +_

BILFE  AEBEFXEH
BEmEEt E5E8FN
ZEEEZERLTRE ZE
BRERERBZTIBEEBELRE
#%9,566,000/ 7T - E AR HEF
AREEERS -

40.

MAJOR NON-CASH TRANSACTIONS

The Group entered into the following non-cash
operating, investing and financing activities which
are not reflected in the consolidated statement of

cash flows:

- During the year ended 31st December, 2010,
Apex Digital Inc. (“Apex”), a major customer
of the Group, owed Kith Electronics Limited
("KEL"), a wholly-owned subsidiary of the
Company, an amount of approximately
HK$95,144,000 (or equivalent to
approximately US$12,198,000), representing
the balance of trade receivables due from
Apex and the KELs USA attorney fees. This
balance was partially settled by transferring
to Kith Consumer Product Inc., another
wholly-owned subsidiary of the Company,
the trade receivables of Apex amounted
to approximately HK$63,944,000 (or
equivalent to approximately US$8,198,000)
and inventories of Apex amounted to
approximately HK$19,500,000 (or equivalent
to approximately US$2,500,000).

- During the year ended 31st December, 2009,
the Group acquired a motor vehicle with
a capital value of HK$3,100,000 under a

finance lease.

- During the year ended 31st December,
2009, the Group had converted structured/
securities linked deposits into designated
listed equity shares in Hong Kong at the
maturity dates of the deposits. These
equity shares with aggregate market
value of HK$9,566,000 on the date of
conversion were included in held-for-trading

investments at the same date.
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41. BEALRS 41. RELATED PARTY TRANSACTIONS
AREBEFNEFEBEALTETIZIRS During the year, the Group had transactions and
MR T balances with related parties as follows:
BEALER REMHE —B-Z2F _"ZETNF
Name of related parties Nature of transactions 2010 2009

FExT FHT

HK$' 000 HK$'000

EmEBBHHBE (F5ta) AEBEEMZHES 100 100
Finance Bureau of Zhaotong Rentals paid by the Group

City, Yunnan Province (note (a))

Oncapital Limited (4732 (b)) ARBREMZHAERE
Oncapital Limited (note (b)) Office rentals paid by 876 -
the Company

Hat - Note:

(@) EEEBBTUVRBNEMBRE (a) Finance Bureau of Zhaotong City, Yunnan
EEBERAR ((EmBRAAE Province, is the supervisory unit of Yunnan
B |)ZEEEMN ZHBBEE Zhaotong Stated-owned Asset Administration
ERBAARRZ—HKMBARZ Company Limited (“YZSAACL"). YZSAACL holds
30% R AR o a 30% equity interest in a subsidiary of the

Company.

(b) Oncapital Limited/5 — B B AR A (b) Oncapital Limited is a company that is controlled

Hb—RE ST 2 RF - by a director of the Company.
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BEEALRS (&) 41. RELATED PARTY TRANSACTIONS
(continued)

FTEEBAEZHE Compensation of key management personnel

FR EELTEEEEZHEMKER The remuneration of directors and other members

FME ST of key management during the year is as follows:

—2-®F C—TThE

2010 2009
THET FHET
HK$’ 000 HK$'000
SRR Short-term benefits 2,732 3,744
BEA 1218 A Post-employment benefits 36 36
AR R 5T 2 Share-based payment expenses - 43
NEF3
2,768 3,823
EERFTBETHRABZHFHNIEZEE The remuneration of directors and key executives
BAIALZRIRERTSBEEET - is determined having regard to the performance of

individuals and market trends.
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INFORMATION ABOUT THE STATEMENT
OF FINANCIAL POSITION OF THE
COMPANY

Information about the statement of financial

42. RRBHHRRRER 28

R|EHR > ARB U BRRARE

BT position of the Company at the end of the
reporting period is as follows:
—E-BF —TTAF
2010 2009
FE T FHET
HK$’000 HK$' 000
BE Assets
NG Interests in subsidiaries 328,825 320,326
OB E R 2 B Less: allowance for impairment loss (13,683) =
315,142 320,326
HEUBERR - 5T& &  Other receivables, deposits and
TE IR prepayments 727 850
RITHBR MRS Bank balances and cash 191 289
316,060 321,465
=0 Liabilities
E A & 1~ BR X Other payables 1,354 1,238
JE S B A R FE Amounts due to subsidiaries 183,519 175,027
184,873 176,265
EEFE Net assets 131,187 145,200
[ N Capital and Reserves
fi% < Share capital 26,145 26,145
o (B aE) Reserves (note) 105,042 119,055
IR R A ER Total equity 131,187 145,200

Kith Holdings Limited
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42. INFORMATION ABOUT THE STATEMENT
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HE-Z-—ZTF+_A=+—HLEFE

For the year ended 31st December, 2010

OF FINANCIAL POSITION OF THE
COMPANY (continued)

B 2 Note:
Rx
RERE ROEE ELRS BRERE  REET b
Capital Share
redemption Share Contributed options Retained
reserve  premium surplus reserve profits Total
THL TR THEL THER TR TR
HK$' 000 HK$' 000 HK$'000 HKS' 000 HK$' 000 HK$' 000
RZEENE-A—H At 1st January, 2009 624 74,215 29,509 504 955 105,807
RER & Profit for the year - - - - 32,071 32,071
EfkRE Dividends paid - - - - (19,086)  (19,086)
BRIARALEE AR A Recognition of equity-settled
=3 ARE S share-based payments - = = 63 = 63
BRERR Expiry of share options = - - (567) 567 -
RZFEAE+ZA=+-HK At 31st December, 2009 and
—Z-Z¥-f-AH Ist January, 2010 624 74,215 29,509 - 14,707 119,055
REEER Profit for the year - - - - 11,870 11,870
ENRE Dividends paid - - - - (25,883) (25,883)
RZZ-ZF+-A=1+-H At 31st December, 2010 624 74,215 29,509 - 694 105,042

KRB Z BHBERIEKith Limited A
KARBEER ZHRERRESER
RAE-—NMANFETEBREEHER
HETHEMBTZARARMEE
WA E5E o

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.
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42. ARDNBIFBRRAKRER (Z) 42. INFORMATION ABOUT THE STATEMENT
OF FINANCIAL POSITION OF THE
COMPANY (continued)

BEBREQAGER  ARBIZEH Under the Companies Act of Bermuda, the
BHRAIEDIR - A - AR FE TS contributed surplus account of the Company is
BRI AR AEHEBAZHIEHE K available for distribution. However, the Company
FORMRE - HEHER DI cannot declare or pay a dividend, or make a

distribution out of contributed surplus if:

(a) fidl & B 2k FE K - PR B 18 A (B (a) it is, or would after the payment be, unable
BEINENZAE 8 to pay its liabilities as they become due; or

by MEBEZAEZHREEINE (b)  the realisable value of its assets would
BE - BETRAERORE thereby be less than the aggregate of its
AR 2 48D o liabilities and its issued share capital and

share premium account.

184 Kith Holdings Limited



43.

FTEMB A 2EHR

SEUEER B KR
Notes to the Consolidated Financial Statements

HE-ZZT—ZTF+=_F=+—HIFE For the year ended 31st December, 2010

43. PARTICULARS OF PRINCIPAL

SUBSIDIARIES
N ZE—ZFETEF_ZFTFTNE+_A Particulars of the principal subsidiaries of the
=+—H XRAXEMBEREI A& Company at 31st December, 2010 and 2009 are as
B follows:
BRTRARE
EMRL/ EARRE/
WEARER B i RA BRT/EMBRAEIL FEEH
Issued and
Place of fully paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities

AR/ WE  AKEES

AR
Held by the Attributable
Company/ to the
subsidiaries Group
% %
RHBRERKABERAR * 9,380,000% T 72 66 HRIREEBRER
(Hit1)
Anhui Qiaofeng Package PRC US$9,380,000 72 66  Printing and manufacturing
Printing Co., Ltd. (note 1) of packaging products
KEBEXBERAT BE 2B 100 100 REZK
Ever Honest Industries Limited  Hong Kong HK$2 100 100 Investment holding
HEREERAH BE 48T 100 100 REZR
Gainful Investments Limited Hong Kong HK$4 100 100  Investment holding
BERARRT BE 4B 100 100 REBK
Good Cheers Limited Hong Kong HK$4 100 100 Investment holding
RRESXHRNAERAA i 2,500,000% 7T 80 80 HIRIREEBRER
(Hit1)
Harbin Gaomei Printing PRC US$2,500,000 80 80  Printing and manufacturing

Company Limited (note 1)

of packaging products
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43. EEMBRB2ER (&) 43. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)
BERTRAR
EMEL/ EARRE/
WEARER R i RA BRT/EMBRAEIL FEEH
Issued and
Place of fully paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
RRF/HWE  AEEER
DEFE
Held by the Attributable
Company/ to the
subsidiaries Group
% %
Kith Consumer Product Inc. %8 30,000% T 100 100 NHERZFBHBER
USA US$30,000 100 100  Distribution of television

business-related products

EREEARAA B 4B 100 100 REHBRSE

Kith Credit Limited Hong Kong HK$4 100 100  Provision of financial services

ERETARAA BB 4ET 100 100 2HEFEm

Kith Electronics Limited Hong Kong HK$4 100 100  Distribution of electronic
products

Kith Limited RERAES 4% 100 100 REZRK

BVI US$4 100 100 Investment holding
ERERAERAR BB 48T 100 100 [RER IR BHRS
Kith Resources Limited Hong Kong HK$4 100 100  Provision of financial services

to group companies

BRHEEERAR BE 4T 100 100 AHEEBER
Kith Supplies Limited Hong Kong HK$4 100 100  Distribution of
miscellaneous products

WEIRBBRAT 0 6,249,000/ 1T 63.7 637 SRERZR HE
RHE
MiniLogic Device Hong Kong HK$6,249,000 63.7 63.7  Design, development
Corporation Limited and sales of

integrated circuits
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HE-ZT—ZTF+_F=+—HIFE For the year ended 31st December, 2010

43. TEMBRARZER (&) 43. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)
BRTRAR
ERMEL/ EARRE/
WEARER B B R BRT/EMRAEILE TEEER
Issued and
Place of fully paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
RRF/HWE  AEEER
DRFE
Held by the Attributable
Company/ to the
subsidiaries Group
% %
ERRRABKIRERAR H 23,000,000% 7T 60 60 HRIREEREER
(Hit1)
Yunnan Qiaotong Package PRC US$23,000,000 60 60  Printing and manufacturing
Printing Co., Ltd. (note 1) of packaging products
BEHFBVANBERAALAR HE AR #6,200,000 100 60 HAREERRER
(Hit2)
Zhaotong Xingiao Printing PRC RMB6,200,000 100 60  Printing and manufacturing
Co., Ltd. (note 2) of packaging products
RN T EHEFAKith Limited 2 825 © The Company directly holds the interest in Kith
iz EEM AR ZESHBEARAD Limited. All other interests above are indirectly held

BIRERFA -

by the Company.
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Kith Holdings Limited

43.

44.

For the year ended 31st December, 2010

PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

Notes:

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

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

None of the subsidiaries had any debt securities
subsisting at the end of the reporting period or at

any time during the reporting period.

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 reporting period or formed a substantial
portion of the net assets of the Group at the end
of the reporting period. To give details of all the
subsidiaries would, in the opinion of the directors,

result in particulars of excessive length.

COMPARATIVE AMOUNTS

As explained in note 2 to the consolidated financial
statements, due to the adoption of HK Int 5 during
the year, the classification and presentation of
borrowings in the consolidated financial statements
have been revised to comply with the new
requirements. Accordingly, certain prior year and
opening balance adjustments have been made,
certain comparative amounts have been reclassified
and restated to conform with the current year’s
presentation, and a third consolidated statement of
financial position as at 1st January, 2009 has been

presented.
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