=y KiTH HOLDINGS LIMITED
SRty

Stock Code f% 17 1 3% : 1201







H &%

/

CEAH
A

AR A i
s A 2 El S X
s A BB RRE
MRS REE B &
RS RS Rl R
BAER N
AR &

EEmERkRELTE
B E A W e D AT
nBEE MM BEIR
N

PEE 3 R B

N HBERD RMEFTEE ZEE

TEERR
R R

o1
02
02
03
04
06
07
08
21
2]
21
27
27
27
28
29
30
30
30
31
31
31

CONTENTS

Corporate Information

Interim Results

Condensed Consolidated Income Statement

Condensed Consolidated Statement of Comprehensive Income
Condensed Consolidated Statement of Financial Position
Condensed Consolidated Statement of Changes in Equity
Condensed Consolidated Cash Flow Statement

Notes to the Consolidated Financial Statements

Interim Dividend

Closure of Register of Members

Management's Discussion and Analysis

Liquidity and Financial Resources

Capital Structure

Exchange Exposure

Directors’ Interests in Shares, Underlying Shares and Debentures
Substantial Shareholders

Share Options

Purchase, Sale or Redemption of the Company'’s Listed Securities
Corporate Governance

Audit Committee

Remuneration Committee

Model Code for Securities Transactions by Directors



Ol

TEER
EMEER
Clarendon House
2 Church Street

Hamilton HM 11
Bermuda

BREERTEEXBE
EE SRR 085k
FEREFE

BH : info@kithholdings.com

FcBil
www kithholdings.com

EEg
HiTHE
SR Ko ()
[
R % 2

A 9k
TRELE

FHITEE
BaELE

K
T
el
3
I
L

I T 40 B
& oI
HF HE HF Q)

%w
iy
3

I o

e
HF

off

BT A I0HF S

BEY =
Yy
2k g

Jis§ 5 B I 17 Bl oo B
uurge ) PR Nt o
BT SRR
DEFHF NN B

EETEIEB A
1Bl

~
|

e
IRk
@#E@#ﬁ.
rpl
DD 2l
T

HE 8

5
- 00 2 a5

D) £ i aof
N
a1
a1%e
& Dot bt
O
EISS!

21 o) oy

o
Ha
o~

o it
e
e B

I

foi T,
o8
oo
=
NN
)

om
T W WM
< N
2%

) TH 4T T

Tl ¥ Y

T M 58 58
o

BREBFERRTARE

The Bank of Bermuda Limited
Bank of Bermuda Building

6 Front Street

Hamilton HM 11

Bermuda

REERERBRE
iPREZE 2 8
BEEZRABHOONR

IR 20182008F2012E
B 0 (852) 2136 6185
fBE : (852) 3170 6606

B I : info.ipr@iprogilvy.com

INTERIM REPORT 2011 / i & &

CORPORATE INFORMATION

REGISTERED OFFICE
Clarendon House

2 Church Street
Hamilton HM 11

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
Ist Floor, Hing Llung Commercial Building

68 Bonham Strand East, Hong Kong

E-mail: info@kithholdings.com

WEBSITE

www.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. Liv 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)

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

Industrial and Commercial Bank of China Limited
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 Lid.

Units 2008-2012, 20/F, The Center
99 Queen's Road Central, Hong Kong
Tel: (852) 2136 6185

Fax: (852) 3170 6606

E-mail: info.ipr@iprogilvy.com



FHIREA

BREBARARN((FARA)2EEE ((EE))
RARE  ARAREMBAR ((AEM])BE
—E-—FAAZTALEAEAZAERKPE
B BRI -TERAHZLERET  HEOT:

INTERIM RESULTS

The Board of Directors (the “Board”) of Kith Holdings Limited
(the "Company”) is pleased to announce the unaudited inferim
results of the Company and its subsidiaries (the "Group”) for
the six months ended 30th June, 2011, together with the
comparative figures for the corresponding period of 2010. The
details are as follows:

ARG E R R CONDENSED CONSOLIDATED INCOME
STATEMENT
(RBER)
(Unaudited)
BEXRB=1THLEAXEA
Six months ended 30th June,
—E——-F —T-FF
2011 2010
k23 FET FET
Notes HK$’000 HK$'000
& Revenue 3 935,812 863,196
iz DN Cost of sales (799,618) (744,976)
EH Gross profit 136,194 118,220
Al g Other revenue 5,517 7,114
palk = 1DN Distribution costs (3,688) (2,209)
THHEX Administrative expenses (56,017) (48,534
BIEBEEREY Fair value (loss) gain on held-fortrading
NFE (BB Ka investments (697) 414
HtHBEEZ Fair value gain on other
NS R financial assets 626 1,463
48 | Profit from operations 81,935 76,468
A& KA Finance costs (10,170) (8,050]
7 2R T B 52 A O A Profit for the period before taxation 4 71,765 68,418
I8 Taxation 5 (10,543) (12,605)
7K HA i ) Profit for the period 61,222 55,813
THI AL Attributable to:
ZN/NSIE Z SN Owners of the Company 32,351 31,8083
IR Non-controlling interests 28,871 24,010
61,222 55,813
B AL
HK cents HK cents
FREMN Earnings per share 6
—HAR — Basic 12.37 12.16
—#E — Diluted FiBRAN/A TEAN/A

FEEF20BZMEBAATHFERE 2 —8 M0 °

The notes on pages 8 to 20 form part of this interim

consolidated financial statements.
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:,P} HHsAEKEE CONDENSED CONSOLIDATED STATEMENT OF
Y COMPREHENSIVE INCOME
o (R IBER)
(Unaudited)

BEANA=1THLXEA
Six months ended 30th June,

—E——F —E-TF
2011 2010
TET TET
HK$°000 HK$'000
Z< B 1 A Profit for the period 61,222 55,813
7N B L Ath 2 T W AR Other comprehensive income for the period:
BMEBINEBREL Exchange differences arising on translation
ZEHER of foreign operations 15,332 8,129
AHEEREZ Fair value adjustiment on available-for-sale
N EFE investments (1,0596) (477
RIELEE —HMERR  Gain on deemed disposal of inferest
R 2 e in a subsidiary 2,631 -
16,907 7,652
AEE 2 E KR A Total comprehensive income for the period 78,129 63,465
THIA TS Attributable to:
ZAYNEIE Z DN Owners of the Company 45,022 36,291
SEVERR B Non-controlling interests 33,107 27174
78,129 63,465
F8EF20B 2R AT HGAER 2 —5M - The notes on pages 8 to 20 form part of this interim

consolidated financial statements.

(O3 INTERIM REPORT 2011 & # % &



} ‘\
A
RS S BB R R CONDENSED CONSOLIDATED STATEMENT OF {.‘ ’
FINANCIAL POSITION \m
(RBER) (BEHZ)
(Unaudited) (Audited)

R=ZE——F RZZE—FF
NB=+tH +ZA=+—H

As at As at
30th June, 3 1st December,
2011 2010
Bt it FET FET
Notes HK$’000 HK$'000
RBEE Non-current Assets
M- e NERE Property, plant and equipment 615,047 618,094
FENEERK Prepaid lease payments 18,351 18,657
BEWE K=K Deposits paid for acquisition of
REZET© property, plant and equipment 30,905 30,218
EES Goodwill 2,695 2,695
AHEERE Available-for-sale investments 24,244 25,284
BEIBEE Deferred tax assets 126 123
IEMBEEMLTE Total non-current assets 691,368 695,071
REBEE Current Assets
EE Inventories 180,941 174,957
ERE=EBHENR Trade and other receivables from
Ko E At FE AR K third parties, deposits and
Al & RIFEKIA prepayments 8 583,711 584,099
JEUWSEIZERRRRE 5 Trade and other receivables from
BR R I E At I BR X non-controlling shareholders Q 72,112 62,281
ENEERR Prepaid lease payments 613 613
o ER U E 3R Shortterm loans receivable 60,728 65,605
BIEEBEHREA Held-fortrading investments 1,277 1,972
HEM & E Other financial assets 1,027 377
RITHEBR NS Bank balances and cash 63,632 65,074
MEEERTE Total current assets 964,041 954,978

KitH HOLDINGS LIMITED
R E H R & F 04
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Current Liabilities
Trade and other payables

Tax liabilities

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (cont'd)

Dividend payable to non-controlling

shareholders
Borrowings

Obligation under finance lease

- due within one year
Total current liabilities

Net Current Assets

Total Assets Less Current Liabilities

Non-current Liabilities

Obligation under finance lease

- due affer one year
Deferred tax liabilities

Total non-current liabilities
Net Assets

Capital and Reserves
Share capital
Reserves

Equity attributable to:
Owners of the Company
Non-confrolling inferests

Total Equity

FOEFE20A ZMEBKATHSFARE 2 — 8 -
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(REEZ) (& #EZ)

(Unaudited) (Audited)
R-ZZE——F R-ZE—F

NA=Z+H +Z-—HA=+—H

As at As at

30th June, 31st December,

2011 2010

HiaF FETT FET

Notes HK$’000 HK$'000

10 192,166 264,260

11,523 12,694

27,033 1,430

11 465,085 450,811

942 775

696,749 /729,970

267,292 225,008

958,660 920,079

865 Q69

44,137 43,769

45,002 44,738

913,658 875,341

12 26,145 26,145

557,845 534,785

583,990 560,930

329,668 314,411

913,658 875,341

The notes on pages 8 to 20 form part of this interim

consolidated financial statements.



HHGERESB R CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
AAAREARE
Aftributable fo owners of the Company
R BE 0% RE F2R
Bx BERE ROEE EfRE SRE: RREEC HORE S4RF EXRE EMRE REEW & BR 45
Copital Asset  Enterprise Investment Non-
Shore redemption  Shore revcluation exponsion ~ Reserve  Oer  Copital  Tronslafion  revaluafion  Refoined controlling
copital reserve  premium reserve fund fund reserve reserve reserve reserve profit Tolal inferests Total
TErT TEr TEr TEr TEr TEr TEr TEr TEr TEr TEr TEr TEr TEn
HKS000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS'000  HK$'000
(REEH) {Unoudited)
558 The Group
N-F-25-5-8 At Tst January, 2010 26,145 04 74215 42600 48879 7,148 27,923 (2000 69775 785 205123 503037 286,59 789,633
HEEER Profit for the period - - - - - - - - - - 31803 31808 24010 55813
BEBNRHHES Bxchange diflerences arising on
JERER franslaton of foreign operafions - - - - - - - - 4,965 - - 4,965 3,164 8,129
ARUEREZATERE  Foi volue chonges on -
availobleforsale investments - - - - - - - - - 1477) - [477) - [477)
2INESE Tofal comprehensive income
for the period - - - - - - - - 4965 [477) 31803 36201 27174 63465
Bf-HEAT Dividends poid fo non<contaling
FalveaiEl inerests of o subsiciory - - - - - - - - - - - - (23794 (23,794)
BHARARERS Dividends poid fo the Company's shoreholders - - - - - - - - - - (19870 19,870 - (19870
WIZ-SERAZTA A 30 Jue, 2010 26,145 04 74215 42600 48879 7,148 27,923 (2000 74740 308 217056 519458 289976 809,434
{Unaudited|
The Group
At Tst January, 2011 26,145 024 74215 54330 54814 13086 27923 (2000 84,655 2046 223192 560930 314411 875,341
Profi for the period - - - - - - - - - - 3351 3235 8871 61,022
fiﬁ W%“fﬁi Exchange diflrences arising
JERER on franslafion of foreign operafions - - - - - - - - 110% - - N0 426 15332
ARNERECATERS  Foir volue chonges on
availobleforsale investments - - - - - - - - - (1,056 - {1,056 - [1,086)
BIERE-MNERT  Goin on deemed disposol of inferest
s hE in g subsidiory - - - - - - - 2631 - - - 2,631 - 2,631
TEHEENRER Totol comprehensive income
for the period - - - - - - - 2631 11096 (1056 32351 45022 33107 78,129
FERERDE Nonconfrling inferes's shore in inerest
T%Dﬂ%ﬁ%ﬂﬁxhﬂém of new shares isue of o subsidiary - - - - - - - - - - - - 739 7309
Bf-FHEAT Dividends paid fo no-controling nferests
FialERke of a subsidiory - - - - - - - - - - - - 529 25219
BiERARERS Dividends poid fo the Company's shareholders - - - - - - - - - - 0962 (2192 - 219
WZE-—ERAZTA A 30h Jue, 2010 26,145 024 74215 54330 54814 13086 27,923 2431 95791 090 233981 983990 329,668 913,638
EBEFE20H M B AT BEEERE 2 —#H The notes on pages 8 to 20 form part of this interim

consolidated financial statements.

KitH HOLDINGS LIMITED
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A
7
' N BREAREAER CONDENSED CONSOLIDATED CASH FLOW
{; STATEMENT
- (REFZ)
(Unaudited)
BEAA=ZTBHLEAEA
Six months ended 30th June,
—E——-F —_T-FF
2011 2010
FHET FHET
HK$°000 HK$'000
EEERETS (FTERA)  Net cash from (used in)
ZIHEFR operating activities 15,320 (32,735)
KREXBRERZ Net cash used in investing activities
W FHE (10,583) (27,798)
RMEEB(FTEA) TS Net cash (used in) from
2B e FE financing activities (8,259) 49,081
RekIFeFBEEB 2  Net decrease in cash and
B F R cash equivalents (3,522) (10,552)
POzBHEe kB Cash and cash equivalents at beginning
ZLHEIEHE of period 65,074 113,726
SNETE R F B v B Effect of foreign exchange rate changes 2,080 1,504
PRzB\BE LB Cash and cash equivalents at end
=/(HI1E A of period
RITHEBR NS Bank balances and cash 63,632 104,678
EBEFE20BE ZMFEBRATHEARE 2 —2b7 - The notes on pages 8 to 20 form part of this interim

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

1.

Basis of preparation

The Group's unaudited condensed interim financial information
has been prepared in accordance with the applicable disclosure
provisions of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Llimited
(the “Listing Rules”) and with Hong Kong Accounting Standard
("HKAS") 34, Interim Financial Reporting, issued by the Hong
Kong Institute of Certified Public Accountants. The unaudited
condensed consolidated interim financial information should be
read in conjunction with the annual financial statements for the

year ended 31st December, 2010.

Principal accounting policies

The condensed consolidated inferim financial information has
been prepared on the historical cost basis except for property,
plant and equipment and certain financial instruments, which are
measured af revalued amounts or fair values, as appropriate.

The accounting policies used in the condensed consolidated
interim financial information are consistent with those followed
in the preparation of the Group's annual financial statements
for the year ended 31st December, 2010, except as described
below.

HKFRSs [Amendments) Improvements to HKFRSs Issued

in 2010
HKAS 24 (Revised)

Related Party Disclosures

HKAS 32 (Amendments)

Classification of Right Issues

HKFRS 1 (Amendments) Limited Exemption from
Comparative HKFRS 7
Disclosures for Firsttime
Adopters
HK (IFRIC) = INT 14 Prepayments of @ Minimum
(Amendments) Funding Requirement
HK (IFRIC) = INT 19 Extinguishing Financial Liabilities

with Equity Instruments

Amendment to HKAS 34 "Interim Financial Reporting” (as part
of improvements to HKFRSs issued in 2010) is effective for
annual periods beginning on or affer 1st January, 2011. It
emphasises the existing disclosure principles in HKAS 34 and
adds further guidance to illustrate how to apply these principles.
Greater emphasis has been placed on the disclosure principles
for significant events and transactions. Additional requirements
cover disclosure of changes to fair value measurement (if
significant), and the need to update relevant information from
the most recent annual report. The change in accounting policy
only results in additional disclosures.

KitH HOLDINGS LIMITED
R E R & F
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Principal accounting policies (cont'd)

The adoption of the other new and revised standards,
amendments and interprefations (“new and revised HKFRSs”)
had no material effect on how the results and financial position
of the Group for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior period
adjustment is required.

REENEEFEA T EMEERERZH

The Group has not early applied the following new and revised
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RZE-—=F—-F B zRBz2FEH

HKFRSs that have been issued but are not vet effective:

HKAS 1 (Amendments)
HKAS 12 (Amendments)
HKAS 19 (Revised in 2011)
HKAS 27 (Revised in 2011)
HKAS 28 (Revised in 2011)

HKFRS 1 (Amendments)

HKFRS 7 (Amendments)

HKFRS @
HKFRS 10

HKFRS 11
HKFRS 12

HKFRS 13

Tst July, 2011
Ist January, 2012
Tst July, 2012

Ist January, 2013

Presentation of ltems of Other
Comprehensive Income®
Deferred Tax: Recovery of
Underlying Assets’
Employee Benefits*

Separate Financial Statements*

Investments in Associates and
Joint Ventures*

Severe Hyperinflation and
Removal of Fixed Dates for
Firsttime Adopters!

Disclosures — Transfer of
Financial Assets

Financial Instruments?

Consolidated Financial
Statements®

Joint Arrangements*

Disclosures of Interests in
Other Entities*

Fair Value Measurement*

Effective for annual periods beginning on or after
Effective for annual periods beginning on or after
Effective for annual periods beginning on or after

Effective for annual periods beginning on or after
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2. FTESTEE (H)
BEVBRELNESR BB IAI(R-ZEEN
F+—AEMG SIAHYBEEZ D EREZ
HRE - BEVBRELERNFEORIMB A (R
“E-ZET-AKET) MABHBEERK
ILHERZIRE -

- REEBWBREEANER  BREB
G ERAEIORIMB LA BB RFE]
HENAZMACERYFEELRIA
REHEKAE R TEE - R ZABRE
EBEANRAORERERBENME
B RAENBRSNEERINETSEER
RAEEATEBZNEZEHRE KRR
HEgst PIRREHRANE - A EM
BERERAERERREINERGFTREZ
NFERE -

- RUBEENS EXEPHERETR/ELD
FEFABGSZHHAGAR - FHER
BEBYBRELBER  HEERE
AFEAFABRZFBAEBENS - BRIER
HEpzmbmt 2 aEzEERARE
ZHBRENERTELRBAGTHE
it ZARZAEBEZEERRZEMmSIX
ZHBEBEATESEES HINEME2E
Wk 25 - BBaEZEERRSIBZ
AP EEHHETGENHIEEER - B
W RIBEEE S LENEION  HERKE
NP EFABRRZHBEEZATEE
TEHERERTET -

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (cont'd)

2.

Principal accounting policies (cont'd)

HKFRS 9 “Financial Instruments” (as issued in November
2009) introduces new requirements for the classification and
measurement of financial assets. HKFRS @ “Financial Instruments”
(as revised in November 2010) adds requirements for financial

liabilities and for derecogpnition.

- Under HKFRS @, all recognised financial assets that are

within the scope of HKAS 39 “Financial Instruments:
recognition and measurement” are subsequently
measured at 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
at the end of subsequent accounting periods. All other
debt investments and equity investments are measured
at their fair values at the end of subsequent accounting

periods.

- In relation to financial liabilities, the significant change

relates to the financial liabilities that are designated as
at fair value through profit or loss. Specifically, under
HKFRS @, 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
aftributable fo changes in the credit risk of that liability
is presented in other comprehensive income, unless
the presentation of the effects of the 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. Currently, under HKAS
39, the entire amount of change in the fair value of the
financial liability designated as at fair value through

profit or loss is presented in profit or loss.

KitH HOLDINGS LIMITED
R E R & F
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*,P} REIRE M (E) NOTES TO THE CONSOLIDATED FINANCIAL
7. STATEMENTS (cont'd)

2. TEFHBE (F) 2. Principal accounting policies (cont'd)

o
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HKFRS 10 "Consolidated Financial Statements” builds on
existing principles by identifying the concept of control as the
determining factor in whether an entfity should be included
within the consolidated financial statements of the parent
company. HKFRS 10 provides additional guidance fo assist in
the defermination of control where this is difficult fo assess.

HKFRS 11 “Joint Arrangements” provides for a more realistic
reflection of joint arrangements by focusing on the rights and
obligations of the arrangement, rather than its legal form (as is
currently the case]. HKFRS 11 addresses inconsistencies in the
reporting of joint arrangements by requiring a single method fo
account for interests in jointly controlled entities.

HKFRS 12 “Disclosures of Interests in Other Entities” is a new
and comprehensive standard on disclosure requirements for all
forms of interests in other entities, including joint arrangements,
associates, special purpose vehicles and other off balance sheet
vehicles.

HKFRS 13 “Fair Value Measurement” improves consistency
and reduces complexity by providing, for the first time, a
precise definition of fair value and a single source of fair value
measurement and disclosure requirements for use across HKFRSs.
The requirements do not extend the use of fair value accounting,
but provide guidance on how it should be applied where its
use is already required or permitted by other standards within

HKFRSs.

The above-mentioned standards are effective for annual periods
beginning on or after 1st January, 2013 with earlier application
permitted. They are required to be applied refrospectively,
but if the entity adopted HKFRS 9 prior to 1st January, 2012,
the entity will be exempt from the requirements to restate prior
period comparative information. The Group is presently studying
the implications of applying the above-mentioned standards.
It is impracticable to quantify their impacts as at the dafe of
publication of these financial statements.

Amendments to HKAS 1 (Revised] “Presentation of Financial
Statements — Presentation of ltems of Other Comprehensive
Income” require companies preparing financial statements in
accordance with HKFRSs to group together items within other
comprehensive income ("OCI") that may be reclassified to the
profit or loss section of the income sfatement. The amendments
also reaffirm existing requirements that items in OCIl and profit
or loss should be presented as either a single statfement or two
consecufive statements. Amendments to HKAS 1 are effective
for annual periods beginning on or after Tst July, 2012. Earlier
application is permitted.

The application of the other new and revised HKFRSs will have
no material impact on the results and financial position of the

Group.
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (cont'd)

WERIEEH 3.
EEECRBATESARKBREAERERER
EZEMRBEELENE - AEBZREEBR
BHE2MHERAREHZERMRSE - 2 5 HEH
RRBLRERE - AKEZBEKLEDERR—E
REMEEBECLREZERMBRE  MAAZZ

ke R B HmA RN EM 2 L&D

FEBEEMES AMELIELEEH DR RE
EREEM URSHETREBER -BEFR
HEERZOBEIE-—THEADRATEZEDE

- BREGHBEMR 2 DHE

- HEFREFERZOHE &
- SRER 2 R RIHE -
THEXERER

NTREARED BRI 2 AEEEXEERERA
Z M e

Revenue and segment information
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 fo 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 1o risks and returns that are different from those of other
operating segments.

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.

Segment turnover and results

The following is an analysis of the Group's turnover and results
by reportable segment.

DRl B S SHEHEAM
£E BREK EfR RIR#E
BEEM HEER HBRER ERER BE|
Distribution  Distribution
Printing and  of television of other  Design and
manufacturing business- electronic sales of
of packaging related  and related integrated
products products products circuits Total
FET FET FET FET FET
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
BE-E——F Six months ended 30th June,
ARETHIEREAR 2011 (Unaudited)
(REER)
o L6 SEGMENT REVENUE
KeWhE Consolidated revenue 340,724 70,653 499,248 25,187 935,812
DEEE SEGMENT RESULTS
AmE 2/ ERM (B8B)  Reportable segment profit (loss) 69,758 (4,484) 13,449 5,721 84,444
R ON Interest income 3,231
HIEEEREZ Fair value loss on held-fortrading
NTEEE investments (697)
Bt EE s A TERE  Fair value gain on other financial assets 626
ADBEZ EEFX Unallocated corporate expenses (5,669
AR Finance costs (10,170)
BB AR S R A Consolidated profit before tax 71,765

KitH HOLDINGS LIMITED
R E R & F
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1A STATEMENTS (cont'd)

Vo et

3. Wk D EER (HF) 3. Revenue and segment information (cont'd)
PHEEBEREE (B Segment turnover and results (cont'd)
Nl & 7 8 DHEHEM
HE BERER EFR  Reth#EE
BEER HEER HEER EXER Fek
Distribution Distribution
Printing and  of television of other  Design and
manufacturing business- electronic sales of
of packaging related  and related infegrated
products products products circuifs Total
TET TET TET TET T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE_Z-ZF Six months ended 30th June,
AR=THIEAREA 2010 (Unaudited)
(REER)
2 ERE SEGMENT REVENUE
FRl 6 Consolidated revenue 288,574 103,481 450,476 20,665 863,196
DEEE SEGMENT RESULTS
REZHERHN Reportable segment profit 63,293 2,282 10,664 3,235 79,474
FEWA Interest income 4,504
HIEEEREZ Fair value gain on heldfortrading
NRIELEn investments 414
BEthH B EE s A TERE  Fair value gain on other financial assets 1,463
APBzERS Unallocated corporate expenses (9,387)
AR A Finance costfs (8,050)
BB AR S R A Consolidated profit before tax 68,418
PEEE Segment assets

NTRRARESREAD ZAEBEEZ DI -

The following is an analysis of the Group's assets by reportable

segment.
ER Rl B a8 D EA
£E BEREK EfR RIR#E
BEER HEER HEER ERER nm
Distribution  Distribution
Printing and  of television of other  Design and
manufacturing business- electronic sales of
of packaging related  and related integrated
products products products circuits Total
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZB——FXA=+H At 30th June, 2011 (Unaudited)
(REEK)
TREE SEGMENT ASSETS
HREZHEEE Reporiable segment assets 1,076,184 102,906 397,491 45,768 1,622,349
AEEERE Availablefor-sale investments 24,244
BETIEEE Deferred tax assets 126
HIEEERE Held-fortrading investments 1,277
Hth g EE Other financial assets 1,027
AABZEEEE Unallocated corporate assets 6,386
RAEBEE Consolidated total assets 1,655,409

| 3 INTERIM REPORT 2011 # %3 3§ £
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3.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (cont'd)

WHERSBER (&) 3. Revenue and segment information (cont'd)
PEEE (&) Segment assets (cont'd)
ENfRI % 7 8 DHEHEM
HE BRER EFR  RetR#EE
BEEM HEER HBER EXER Rt
Distribution Distribution
Prining and  of television of other  Design and
manufacturing business- electronic sales of
of packaging related  and related infegrated
producfs products producfs circuits Tofal
FET TET T FET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-Z-ZF At 31st December, 2010 (Audited)
tZA=+-B (8B&R)
PEEE SEGMENT ASSETS
AREzHEEE Reportable segment assefs 1,122,526 185,478 272,222 35608 1,615,834
A ERE Availablefor-sale investments 25,284
EERIBEE Deferred tax assets 123
HIEEERE Held-for-trading investments 1,972
Hip B & E Other financial assets 377
KOBMZEEBE Unallocated corporate assefs 6,459
HABEE Consolidated total assets 1,650,049
7 B B BR Bl AT 2% R 4. Profit for the period before taxation

AERRRRR B ATEFI B GEA)

BIKA
RARAE R SR

BTHRA(BREEZHS)

ERBR-HRAXZ2FERA

WE - SR MEEZ
FEREH

TAR R E A Rz 5

B YA

Profit for the period before taxation has been arrived at after
charging/|crediting):

(REER)
(Unaudited)
BZEAA=1tHLAMEA
Six months ended 30th June,

—E——F T —FF

2011 2010

FHET FET

HK$'000 HK$'000

Staff costs 42,099 39,744

Retirement benefits scheme contributions 5,090 5,162

Total staff costs including directors’ emoluments 47,189 44 906

Cost of inventories recognised as an expense 799,618 744,976
Depreciation and amortisation of property,

plant and equipment 26,496 21,133

Amortisation of prepaid lease payments 306 306

Interest income (3,231) (4,504)

KitH HOLDINGS LIMITED
R E R & F
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (cont'd)

5.

The charge comprises:
Current tax:

Hong Kong Profits Tax
Taxation outside Hong Kong

Deferred tax

BENEB BB AR Z b5 B RS M &
165% (ZF—FF : 16.5%) it B - Kt BE#E
BzBBANEEARERBEZRITHERGEH -

BEAIMEZBIEDEAERETRZHBL
ARNAHBRZEHERRTEMNIZERREAHE
FAGNZPEAREMBE(THE]D 2 0EME

e

6. sRER

FRERBMNDREARREE A BIERHME
M 232,351,000 T (BRE - —ZF KA
=+ HIERMEAR :31,803,000% ) KR EA
EHTEBRRMEFHE Z2261,453,6000k &
BRBE-Z-ZFXA=Z+tRALENEA:

261,453,6008) 5t & ©

HE-_Z——F"A=Z=TAR=Z—ZF A
=THLERER BEASRRBELARIEESK
ANEEEBEZE 2 MRTEBREREME

% o

| 5§ INTERIM REPORT 2011 # %3 3§ £

Taxation

(REER)
(Unaudited)
BEXA=+HLEAREA
Six months ended 30th June,

—g—-% —E-EF
2011 2010
FET FET
HK$'000 HK$'000
2,043 1,147
8,135 11,959
10,178 13,106
365 (501)
10,543 12,605

Hong Kong Profits Tax is calculated at 16.5% (2010: 16.5%)
of the estimated assessable profit for the period. Taxation for
other jurisdictions is calculated at the rates prevailing in the
respective jurisdictions.

Taxation outside Hong Kong represents the enterprise income
tax of the People’'s Republic of China (the "PRC"] calculated at
the applicable rates on the estimated assessable profit of the
Group's PRC subsidiaries for the relevant period.

Earnings per share

The calculation of basic earnings per share is based on the
profit for the period attributable to owners of the Company
of HK$32,351,000 (six months ended 30th June, 2010:
HK$31,803,000) and the weighted average number of
261,453,600 ordinary shares (six months ended 30th June,
2010: 261,453,600) in issue during the period.

For the six months ended 30th June, 2011 and 30th June,
2010, there are no outstanding share options or other securities
that have a potential dilutive effect on the earnings per share
attributable to owners of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (cont'd)

Dividends

An inferim dividend in respect of the six months ended 30th
June, 2011 of HK2.3 cents per share, totalling approximately
of HK$6,013,000 is declared. This interim financial information
does not reflect such dividend payable.

(REER)
(Unaudited)
BEAA=1tHLAMEA
Six months ended 30th June,

BERZTIRE
:T gi $2.37%4L)

“E-TERPBEEGREBRS 4B - & HH
21,962,000% T © R :::**E/\ES'ZH if

“ERNFROBEBGREBER GBI - & D
19,870,000 7T EE/‘:’ —ZEFERAXN -
BUE=2EZRARAMERERR - TERHE

N RE

AEBEGTEESEP 2T HREHR/IOE
1208 - RS =% 8 5 MR 5% N H fth JE U BR 5K
AeEMBANREPRERKE SRR nﬁ%?%
504,071,000 L (ZE—EF+A=+—H:
511,777,000/ 7T) - BRAMAASRZ BRERDITINT :

60R Within 60 days
61—90HMA Within 61 = 90 days
QOB LA £ More than 90 days

Interim dividend declared of HK2.3 cents
[2010: HK2.3 cents) per ordinary share

S —F-FF
2011 2010
FHT FHAT
HK$'000 HK$'000
6,013 6,013

The 2010 final dividend of HK8.4 cents per ordinary share,

totalling HK$21,962,000, was paid in June 201

1. The 2009

final dividend of HK7.6 cents per ordinary share, fotalling

HK$19,870,000 was paid in June 2010.

8. Trade and other receivables from third parties, deposits and

prepayments

The Group allows an average credit period of 30 to 120

days to its frade customers. Included within trade and other

receivables from third parties,

deposits and prepayments

are trade receivables balance of HK$504,071,000 (31st

2010: HK$51

this balance is as follows:

December,

1,777,000), the aged analysis of

(REEER) (E=%)
(Unaudited) (Audited)
—B-—F —ZT-ZF
ANA=+R +ZA=+—H
30th June, 31st December,
2011 2010
FET FET
HK$°000 HK$'000
357,349 369,504
55,562 59,408
91,160 82,865
504,071 511,777

KitH HOLDINGS LIMITED
R E R & F
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10.

AEBS TIEEBRBREZ FBRE Y AB30ZE0
B o FEURSETE IR AR 3R 2 5 BR 3K e H At B Uk BR Sk
BERWE SERGEHA71,271,0008 T (=2
—ZFBE+-A=+—H 60,910,000 7T) B
RIS ZRRIITOT

60H A
QOH LA £

Within 60 days
More than Q0 days

FES B 5 B e H A FE A AR K
ENEZEAREMENERTREENE SR
REEBHRR145,055,0008 T (ZE—FF+ A
=+—H:208,499,000% ) - BB LEHRZ
RO

60BN Within 60 days
61—90H K Within 61 = 90 days
QOB LA E More than 90 days

INTERIM REPORT 2011 / i & &

NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (cont'd)

9. Trade and other receivables from non-controlling shareholders

The Group allows an average credit period of 30 to 90 days

to non-controlling shareholders. Included within trade and

other receivables from non-controlling shareholders are trade
receivables balance of HK$71,271,000 (31st December,
2010: HK$60,910,000), the aged analysis of this balance is

as follows:

(RBER) (EEZ)
(Unaudited) (Audited)
—E——fF —ET-TF
ANA=t1H +=ZA=+—H
30th June, 31st December,
2011 2010
FET FHET
HK$’000 HK$'000
69,653 59,312
1,618 1,598
71,271 60,910

10.  Trade and other payables

Included within trade and other payables are trade payables
balance of HK$145,055,000 (31st December, 2010:
HK$208,499,000), the aged analysis of this balance is as

follows:

(RBER) (&%)
(Unaudited) (Audited)
—T——%F T -TF
~NA=+H +=—A=+—H
30th June, 31st December,
2011 2010
FET FET
HK$'000 HK$'000
99,262 167,101
25,707 7,398
20,086 34,000
145,055 208,499
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (cont'd)

11. Borrowings

Current liabilities
Bank overdraft
Bank loans
— portion of bank loans due repayment
within one year
— portion of term loans from bank due for
repayment after one year which contain
a repayment on demand clause
Trust receipt loans
Other loan

Total borrowings

Analysed as:
Secured
Unsecured

At 30th June, 2011,

(RBER) (e # %)
(Unaudited) (Audited)
—E—-—F —ZE—TF
AA=1+H +ZA=+—H
30th June, 31st December,
2011 2010
FET FHET
HK$'000 HK$'000

- 284

162,605 154,772
41,773 37,214
248,707 253,541
12,000 5,000
465,085 450,811
54,703 55,505
410,382 395,306
465,085 450,811

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:

Carrying amount repayable:
On demand or within one year
After one year but within two years
After two years but within five years

(REEER) (&%)
(Unaudited) (Audited)
—E——fF —E—FF
~AB=+H +=—A=+—H
30th June, 31st December,
2011 2010
FET FET
HK$°000 HK$'000
423,312 413,597
13,325 11,246
28,448 25,968
465,085 450,811

KitH HOLDINGS LIMITED
R E R & F

18



V)
;’3}:? oA
7
4
A BAEAKE @)
wij
“ 12.  BXE
BREEO. BT TRk
JETE ¢
—E2——%—A—H
FE=F——F<XA=+H
BETREAR
RZZE—ZTF—HF—H
—E——%—H—H
13. BRXREE

BRRBEVEEZCR
MERREREKE
BEZERHX

| G INTERIM REPORT 2011 # %3 3§ £

NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (cont'd)
12.  Share capital

Ordinary shares of HK$0.1 each
Authorised:
At Tst January, 2010,
I'st January, 2011
and 30th June, 2011

Issued and fully paid:
At Tst January, 2010,
I'st January, 2011
and 30th June, 2011

13.  Capital commitments

Capital expenditure in respect of the
acquisition of tangible assets contracted
but not provided in the consolidated

financial statements

BROHE -}
Number of shares Amount
FE T

HK$'000

1,000,000,000 100,000
261,453,600 26,145
(REER) (e 8&z)
(Unaudited) (Audited)
—E—-—F —E-FF
~NAB=t8 +=—A=+—H
30th June, 31st December,
2011 2010

FETT Fi&ET
HK$’000 HK$'000
1,286 17,106




e RE MR (&)

14.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (cont'd)

ZAREE 14.  Contingent liabilities
RERGEVMBRAREER  NEBE W EEM The Group had no significant contingent liabilities af the date of
BEARIARABE - condensed consolidated statement of financial position.
BEALIRS 15. Related party transactions
REBPEERENEEEATEITZIRHOT During the period under review, the Group had fransactions
with the related parties as follows:
(REER)
(Unaudited)
BERNA=Z+TBLAEA
Six months ended 30th June,
BEAL XEMHE —E——F —E-TF
Related parties Nature of transactions 2011 2010
FHETT FHET
HK$'000 HK$'000
EEEEsER([EEE®l) REBZHEE
K ErERE 2 R R B R
Yunnan Zhaotong Cigarette Sales by the Group
Factory (“Yunnan Zhaotong”)
and fellow subsidiaries
of Yunnan Zhaotong 241,255 202,611
T A BT TR REEERNzES
Finance Bureau of Rental paid by the Group
Zhaotong City,
Yunnan Province 57 57
Oncapital Limited AEBERNZHES
Rental paid by the Group 438 438

AEBEREALZHREEBHABERGH
A BMBRRE -

B EXPBEEN  EHALEEREATET
HihBBRRZRS MR _E——FRA=ZTHNE
HEEANT S RERERER -

Details of the Group’s outstanding balances with the related
parfies are set out on the condensed consolidated statement of
financial position.

Save as disclosed above, there were no other significant
transactions with related parties during the period or significant
balances with them as at 30th June, 2011.

KitH HOLDINGS LIMITED
R E R & F
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INTERIM DIVIDEND
The Board has declared the payment of an interim cash
dividend of HK2.3 cents {2010: HK2.3 cents) per share for the
six months ended 30th June, 2011
2011 to shareholders of the Company (the

payable on 28th September,
“Shareholders”)
whose names appear on the Register of Members of the
14th September, 2011

Company on

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from
15th September, 2011 to 21st September, 2011 [both days
inclusive] during which period no transfer of shares will be
registered. All tfransfers of shares, accompanied by the relevant
share cerfificates, must be lodged with the Company's branch
share registrar in Hong Kong, Tricor Abacus limited, of 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong not
later than 4:00 p.m. on 14th September, 2011

MANAGEMENT’S DISCUSSION AND ANALYSIS
Operation Results

Total turnover of the Group for the six months ended 30th
June, 2011 amounted to HK$935,812,000,

an increase of 8.4% from the corresponding period in

representing

2010. Profit attributable to owners of the Company stood at
HK$32,351,000 for the six months ended 30th June, 2011,
representing an increase of approximately 1.7% compared with
the corresponding period in 2010. The increase in furnover
is attributable to the increase in turnover of both package
printing business and distribution business of electronic products
[excluding television business-related products) of the Group.
However, the distribution of television business-related products
has recorded a decrease in turnover as a result of lower than
expected demand. Administrative expenses also increased by
approximately HK$7,483,000 due to the rising salaries and
labour costs and the additional overheads of the Company's
subsidiary in the United States of America ("USA"). As a result,
there was overall only a slight increase in the profit attributable

to owners of the Company compared fo that of the last period.
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BEDREBSREBEE-TE——F~A=Z+AHLR
B A& R340,724,0008 T R_T—FTF
FIEAER18.1% - EFNXKAH-_FT—-FTF 233.8%TF
BE_T——F4304% - EFMEXETREEARREM
HMERESETIRALEMBROREREEHY
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SEBENDFIDABEDREPIZZOER  167%
MPIEXAFEEIBB6.0% - AEBEBRKERI XK B
ELFROAKDREBAE IR TAEEZEH
BAEARRRDABHNAE EZSHE - BE
AEEEPEEECEZRATHERBHEAR &
REBEAR BAZMRALABLEIERFERER
BEBRMERE  AEEBAIEEETE BRI
EMHEMISLH -

M- —FE FEREELCEERIEEXRS
RRMARBERS - HNAEBE 2 EEHHBLARZ
BEBARBFFE —FTHRAXRBRERSE - ZHHEB
REZEREREER  FAMRGZITERBCD B
B_F-FF  WEEBRTAKE 2 BRDRFIEF
EFBREERRER 2BURMETEHERES

MANAGEMENT’S DISCUSSION AND ANALYSIS
(cont’d)

Business Overview

Package printing division

The turnover from package printing business for the six months
ended 30th June, 2011 was HK$340,724,000, representing
an increase of 18.1% from the same period of 2010. Gross
profit margin decreased from 33.8% in 2010 to approximately
30.4% in 2011.

a result of an increase in the prices of raw materials and

The decrease in gross profit margin was

labour cost but the selling prices of package printing products
remained relatively unchanged. Even with the drop, the gross
profit margin of 30.4% is still considered healthy. Gross profit
from the package printing business, which remains the core
business of the Group, accounted for approximately 75.9%
of the Group's total gross profit for the six months ended 30th
June, 2011.

Tobacco package printing was still the core product line of the
package prinfing division, which accounted for over 86.0% of
the total turnover of the division. The success of the Group's
profitable package printing business in the past has proved
that the Group's business model will remain profitable for the
foreseeable future. The Board believes that, with the Group's
long-term working relationship and partnerships with tobacco
enterprises in the PRC, experienced management, strong
research and development capability and continued investment
in leading technologies and equipment, the Group will continue

to reap rewards from the domestic consumption market in the

PRC.

Starting in 2011, the tobacco enterprises in the PRC has
mandated a tendering system for their business. Vendors like
the Group's Yunnan subsidiary has to submit tenders for their
business in the first quarter of each year. The result of its
Yunnan subsidiary’s tender was great and the subsidiary has
secured orders for the year with amounts exceeding those
in 2010. This result demonstrates the superior technical and
marketing expertise of the Group’s package printing division in

the tobacco packaging business in the PRC.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(cont’d)

Business Overview (cont'd)

Package printing division (cont'd)

10,000

square metres and insfallation of the new advanced 6&-colour

The construction of the new production building of

offset printing machine in the Group’s Kunming production
centre has been completed in 2010 and fully operational in the

period.

The Board is pleased fo announce that the extension of the
business operation period of the Group's Yunnan joint venture
has been granted approval for extension to the year 2043 by

the relevant authorities.

Distribution business
Television business-related products

Turnover from the distribution business of television business-
related products (consisting mainly of liquid crystal display
television sets ("LCD TV") and converter boxes distributed to
USA customers) during the six months ended 30th June, 2011
amounted to HK$70,653,000,
31.7% from the corresponding period in 2010. The gross profit
margin increased from 2.2% in 2010 to 4.4% in 2011

representing a decrease of

The Group has established its USA subsidiary, Kith Consumer
("KCPI"),

relationships with major USA retail chain stores in the past few

Product Inc. in 2010 and through its working
years, has succeeded in getting orders from these customers.
In the second half of 2010, the Group began to sell several
large orders of its consumer electronic products, mainly LCD
TV, directly to major retail chain stores in the USA. In the six
months ended 30th June, 2011

USA customers were less than its expectation because of the

. the orders received from its

sluggish economic conditions of the USA. Traditionally, the
first half of each year is a slow season for consumer electronic
products compared to the second half of the year in the USA.
With the smaller than expected sales from this division and the
administrative overheads of KCPI, the division did not achieve
the results expectation of the Group. The management expects
that orders will go up back to their expectation in the second
half of 2011
improvement. The profit margins of the products distributed in
the six months ended 30th June, 2011

to the corresponding period in 2010 and hence the increase in

and the results of this division will show marked
were higher compared

the gross profit margin.



EEENWRE D (&)

D HER (F)

ERRBIHBER (&)

RZZFE—ZF\A ' Apex Digital Inc. ([ Apex])
RAEEREBAOEHEHz —BEEXEXFPHEX
B RRIKZEHEBEREK - R _ZT—F
FNANAT=8 ApexiBERARF —RE2EWMBE R
ABHEFARAE —F412,198,000% 7T (4
95,144,000 L) ZEHE - RAMEBH - AR 7]
W EFA RK

HthEFREBEER
RBE_Z——FXA=Z+HILEXHEA HttEF
RiHREM(EERRARERTEREFDH IR
mER  EREHREEARERE) 20 HEB
ZEHEFRL99,248,0008 T R_T—TFRAH
BR10.8%  EFEMIENER2OWEM TREE
—T - F223% EXRBIIEMIARKINT IS
BRANBIREZ AR -

Rt REEEKER

ARAZIZEMBRARMAGRBERRR ([T
BB D D—HEPIRERA  HEREEEKE
BUERER]D ZRA - HASHR-_T—FF
ErEEREEMEEIEFEIZEXNERMAE
HEBLRGRE RBE-_FT——FXA=1H
WERE A 2 & %#5/25187,0008 7T th—ZF —
TERBEF21.9%

MASMNBAE R —RREERITHRD - R
MBNEEES - AUt ARARMAISH 2 s
H63.7%mM > E52.0% °

ARTEEERBHR R RBEEBHF - LR
—E--FHAMAKARRERIEEBAX
SHERAR ((BZF)) - BRFERRAAT
ARITH IR -

MANAGEMENT'S DISCUSSION AND ANALYSIS
(cont’d)

Distribution business (cont'd)

Television business-related products (cont'd)

In August 2010, Apex Digital Inc. ("Apex”), a major customer
of the Group's distribution business in USA, informed the
Group that it had discontinued its television product business.
As at 13th August, 2010, Apex owed Kith Electronics
Limited, a wholly-owned subsidiary of the Company, a
debt of approximately US$12,198,000 [approximately
HK$95,144,000). As at the date of this report, the Group has
recovered 100% of the debt.

Other electronic and related products

Turnover from the distribution business of other electronic and
related products (consisting mainly of LCD panels, computer
components and portable storage devices distributed to
customers in Hong Kong and PRC) for the six months ended
30th June, 2011 amounted to HK$499,248,000, with a
10.8% increase compared to the corresponding period in
2010. The gross profit margin of electronic products decreased
slightly from 2.6% to 2.3% in 2011. The increase in furnover
was due fo the successful marketing efforts in capturing more

business in this segment.

Design and sales of integrated circuits

Minilogic Device Corporation Limited ("Minilogic”), an indirect
non-wholly owned subsidiary of the Company, is a company
specialised in the design, development and sales of integrated
circuits ["IC"). In 2010, Minilogic achieved o breakthrough
in its business by producing and selling IC for "electronic
cigareftes” in the PRC. The turnover for the six months ended
30th June, 2011, was HK$25,187,000, an increase of 21.9%
compared to the corresponding period in 2010.

During the period, Minilogic issued new shares to an investor
for additional working capital. As a result, the Group's interest

in Minilogic was reduced from 63.7% to 52.0%.

The Company intended to spin off the IC design and sales
business and has submitted o spin-off proposal to The Stock
Exchange of Hong Kong limited (the "Stock Exchange”) on
4th May, 2011. The Stock Exchange has confirmed that the
Company may proceed with the spin-off.
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Proposed spin-off
On 4th May, 2011, the Company submitted a spin-off proposal

to the Stock Exchange in relation to the proposed spin-off and
separate listing of the design, development and sales of IC
business ["Proposed Spin-off”) on the Growth Enterprise Market
["GEM") of the Stock Exchange.

On 22nd June, 2011, Megalogic Technology Holdings Limited
("Megalogic”) submitted an application for the listing of, and
permission to deal in, the ordinary shares of Megalogic of
HK$0.1 each (“Megalogic Shares”) in issue and to be issued
on the GEM.

Megalogic was incorporated as an exempted company in the
Cayman Islands on 31st March, 2011 and, as af the dafe
of this report, is an indirect wholly-owned subsidiary of the
Company. Prior to the Proposed Spin-off, a reorganisation will
be carried out pursuant to which Megalogic will become the
holding company of Minilogic. Minilogic is principally engaged
in provision of IC solutions and the design, development and

sales of IC products.

Upon completion of the Proposed Spin-off, the shareholding of
the Company in Megalogic will be diluted and Megalogic will

cease fo be a subsidiary of the Company.

The Board believes that the Proposed Spin-off will be beneficial
to the Shareholders as the Company will be able to realise
the value of its investments in Megalogic by way of having an

investment in readily marketable securities.

In accordance with the requirements of Practice Note 15 of
the Listing Rules, the Board will give due regard to the inferests
of the Shareholders by providing qualifying Shareholders
with assured entitlements to a cerfain number of Megalogic
Shares by way of preferred application, provided that certain
conditions are fulfilled. The number of Megalogic Shares to
be offered for subscription by the qualifying Shareholders will
be defermined with reference to the number of shares of the
Company held by that qualifying Shareholder as af a particular
date.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
(cont’d)
Proposed spin-off (cont'd)

The aforesaid assured entitlements will proceed subject to the
Stock Exchange having approved the Proposed Spin-off and the
Board and the board of directors of Megalogic having decided
to proceed with the Proposed Spin-off. Details of such assured
entilements have not yet been finalised and will be announced

in due course.

As at the date of this report, the Stock Exchange has not vyet
granted approval of the Proposed Spin-off and the Board has
not yet finalised whether and when the Proposed Spin-off will

be launched.

Human resources development

As at 30th June, 2011, the Group employed a ftotal of
approximately 1,000 employees. There was no substantial
change in the number of employees during the period and
most of them were hired by the Group’s production plants in
the PRC during the period. The Group has provided training
to employees to update their expertise and enhance their
development. Competitive remuneration packages and fringe
benefits, including provident fund and medical insurance, are

provided to attract, retain and motivate employees.

Future prospects

The management is confident that the demand for high quality
consumer products, mainly tobacco, which is the major market
segment of the Group, will continue fo maintain steady growth
with the stable economic growth and improving living standards
in the PRC. With its leading edge printing and anti-counterfeit
techniques and experience in fobacco package printing product
design, the Group will strive to achieve a leading position in
the package printing segment for other fast growing premium
consumer products. The Group has already made substantial
inroads into other consumer goods markets, like pharmaceutical
product, wine and health food. In addition with the encouraging
results of securing further orders from the tendering system of
the tobacco enterprises in the PRC, the Group is planning fo
acquire a new rotogravure printing machine to further increase

the production capacity of the Group.
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Future prospects (cont'd)

The management expects that sales of electronic products not
related to television business will remain steady throughout the
year. As for the felevision business-related product division, the
Group is in the process of developing the Group’s own brand
of consumer electronic products, mainly LCD TV, which will be
promoted and marketed, starting in the second half of 2011 in
the USA. The management also expects that sales of felevision
business—related products will pick up significantly in the second
half of 2011.

The Board is confident that the Proposed Spin-off, should it
be successfully implemented, will enhance the value of the
Company as the Company will be able to easily realise the

value of its investments in Megalogic.

LIQUIDITY AND FINANCIAL RESOURCES

The Group maintained sufficient working capital as at 30th
June, 2011 with net current assets of HK$267,292,000 (315t
December, 2010: HK$225,008,000) and bank balances
and cash of HK$63,632,000 (31st December, 2010:
HK$65,074,000). The net debt to equity ratio (Inferest bearing
liabilities less cash/Shareholders’ equity plus non-controlling
interests) was 44.1% as at 30th June, 2011, which was

virtually identical to the ratio of 44.3% as at 31st December,

2010.

CAPITAL STRUCTURE

During the period, there was no change to the share capital of

the Company.

EXCHANGE EXPOSURE

All sales and purchases for the package printing division are
denominated in Renminbi and most of the sales and purchases
for the distribution division are denominated either in USA dollar
or Hong Kong dollar. Through the currency match for sales and

purchases, the exposure to exchange risks is minimised.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
As at 30th June, 2011

associates in the shares, underlying shares and debentures of

. the interests of the directors and their

the Company [within the meaning of Part XV of the Securities

and Futures Ordinance ("SFO”)), as recorded in the register

ftR Dz HRBEEMBAMS EMETAE maintained by the Company pursuant to Section 352 of
FETEFRRGZBRESTA(BETR] ANE the SFO, or as otherwise notified to the Company and the
KNG RGBT zESmT - Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in the Listing Rules, were as follows:

BFEERTZ EEARE BT
B -3 ERREE BRAZBDE
Percentage of
Number of the issued share
issued ordinary capital of
Name of director Capacity shares held the Company
FTISIR NEERARFE 161,000,000 61.58%

Mr. Hui King Chun, Andrew Held by trust (Hat)

[Note)
BaiErE EnfE 152,000 0.06%

Mr. Liv Kam Lung Beneficially held
18A T NESEBIFE 100,000 0.04%
Held by children
under 18 or spouse

252,000 0.10%

Wiz ZERDIDA-—RE2EGRRAZZEREZAA

Accufit Investments Inc. 2 BEERL * EXm A A
KARFEEZRIEKE ©

BEXREEEN RFB——F XA=1H #
BEFEIWEZH %ﬁ/\i QR A 3 H AT f] A B
FE(ERRLEF LB EGRGIBEXVER) 2 B iy - 48
kD hESFFTFHEREATCHERARARER SR
HIEIRPIEIS2EHFE 2 B MAIRERESTR
ARMERRB MR 2 AR ERIORAE -

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.

Other than as disclosed above, none of the directors nor their
associates had any inferests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the

SFO) as at 30th June, 2011
register maintained by the Company pursuant to Section 352

, as required to be recorded in the

of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS

As at 30th June, 2011, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
SFO shows that, other than the interest disclosed above in
respect of certain directors, the following shareholders had
notified the Company of relevant interests and short positions in

the issued share capital of the Company.

Long positions

Ordinary shares of HK$0.1 each of the Company

FEE®RTZ EARDR B BT
EEBEREE BREZESE
Percentage of
Number of the issued
issued ordinary share capital
shares held of the Company
161,000,000 61.58%
(i)
[Note)
161,000,000 61.58%
(#1az)
(Note)

Note: These shares are registered in the name of Accufit Investments
Inc., which is 100% owned by Basab Inc. as frustee of the
Basab Unit Trust which is a unit trust owned by Safeguard
Trustee Llimited as trustee of a discretionary trust, the
beneficiaries of which are the family members of Mr. Hui King
Chun, Andrew.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions in the

issued capital of the Company as at 30th June, 2011.
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SHARE OPTIONS

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

subscribe shares in the Company.

No share options were granted during the period.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the six months period ended 30th June, 2011,

the Company nor any of its subsidiaries purchased, sold or

neither

redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE
The Company has adopted all the Code Provisions in Appendix

14 of the Listing Rules except the following deviations:

1. 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
fo maintain this structure in future 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 Board and management of the Company.

(Code Provision A.2.1)
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CORPORATE GOVERNANCE (cont'd)

2. All the independent non-executive directors are not
appointed for specific term but are subject to refirement
and rofation and re-election at the Company's Annual
General Meeting in accordance with Article 87(1) of the

Company's Bye-laws. (Code Provision A.4.1)

The Board will review the current situation from time to time and
shall make necessary arrangements when the Board considers

appropriate.

AUDIT COMMITTEE
In accordance with the Appendix 14 of the Llisting Rules, the

1998 and the

Audit Committee currently comprises three independent non-

Board established an Audit Committee since
executive directors. The Audit Committee has reviewed with
management the accounting principles and practices adopted
by the Group, and discussed the financial reporting matters in

respect of the unaudited interim financial statements.

REMUNERATION COMMITTEE
The Remuneration Committee includes the executive director,
Mr. Hui King Chun,

executive directors, Mr. Ng Chi Yeung, Simon (chairman of

Andrew, and three independenf non-

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.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code set out in

Appendix 10 of the Llisting Rules. Upon enquiry by the
Company, all directors of the Company have confirmed that
they have complied with the required standards set out in the

Model Code throughout the six months ended 30th June, 2011,

By Order of the Board
Hui King Chun, Andrew

Chairman

Hong Kong, 30th August, 2011
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