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Year 2002 has been a challenging year not
only for businesses in Hong Kong, but
throughout the world due to the continuing
sluggishness of the global economy and the
prolonged tension in the Middle East.
However, we achieved a fruitful year
:iiif through focusing on our clear
PR strategic mission and maintaining
our high levels of commitment
to quality, innovation and

production efficiency
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On behalf of the Board of Directors of Kith Holdings
Limited (the “Directors”), together with its subsidiaries
(the “Group”), | am pleased to announce the operating
results of the Group and present the annual report for

the year ended 31st December, 2002.

SATISFACTORY OPERATING RESULTS

Significant progress has been achieved in 2002 and the
Group has successfully achieved double-digit growth in
both turnover and profit attributable to shareholders for
the year ended 31st December, 2002. Total turnover was
recorded at HK$879,006,000, representing an increase
of 37.1% as compared to the turnover of HK$641,230,000
in 2001. Approximately 46.7% of total turnover was

derived from the packaging printing business.

Net profit after taxation but before minority interests
reached HK$65,029,000 in 2002, as compared to
HK$55,361,000 in 2001, representing an increase of
17.5%. Profit attributable to shareholders has increased
by 11.0% from HK$31,452,000 in 2001, to
HK$34,925,000 in 2002. These positive financial results
reflect the Group’s clear direction for growth. Favourable

market conditions and effective cost control measures

adopted by the Group during the year have also

contributed to its achievements.
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DIVIDENDS

Kith Holdings Limited (the “Company”) has maintained a
stable dividend policy. An interim dividend of HK$0.015
per share was paid in October 2002. The Directors
recommend the payment of a final and special dividend
of HK$0.035 and HK$0.03 per share respectively for the
year 2002, which is the same as that for 2001.

FAVOURABLE MARKET CONDITIONS

Despite the continuing sluggishness of the global economy and
the tension in the Middle East, the gross domestic product
growth rate in the People’s Republic of China (the “PRC")
remains steady at approximately 7% in 2002. Given PRC's
accession to the World Trade Organisation ("WTQO") and the
general rise in living standards in the nation, the consumer
product packaging industry is expected to record immense
growth in coming years.

The tobacco industry in the PRC has registered a slight
growth of 1.3% in 2002. However, the industrial and
commercial profits and taxes in 2002 has increased
substantially by 21.7%. Amidst this landscape, the Group
has successfully developed its business in the middle to
upper class tobacco market where margins are relatively
higher and the Group has managed to implement effective
cost control measures in its production plants. Accordingly,
the net profit margin of its packaging printing division
increased from 20.7% in 2001 to 22.0% in 2002.

These favourable factors have contributed to the Group's
success in the past and will be the keys to its success in

future.
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INDUSTRY LEADER AND CONTINUOUS
INVESTMENTS

Continuous capital investment has always been one of
the Group's key success factors that has strengthened its
competitive position and secured entry barriers for its
market. In order to streamline its operations and to
achieve better production and cost efficiency, the Group
has installed two automatic platen presses for hot-foil
stamping and embossing from Bobst SA, Switzerland
("Bobst”) and a rotary foil stamping machine from Steuer
GmbH, Germany (“Steuer”) in Yunnan Qiaotong Package
Printing Co., Ltd. (“Yunnan Qiaotong JV"), a major
production plant of the Group in the PRC, in 2002.

Yunnan Qiaotong JV received an award of “High and
New Technology Enterprise in Yunnan Province” from the
Science and Technology Bureau of Yunnan Province in
October 2002. In addition, Yunnan Qiaotong JV has been
honoured as one of “The Best 10 Enterprises with Foreign
Investment in Yunnan Province”.

RESEARCH AND DEVELOPMENT

Innovation in anti-counterfeiting techniques and
development of new products will remain the Group’s
main emphasis in the years ahead. With design houses
established in Kunming City, Yunnan Province and
Chengdu City, Sichuan Province, the Group will continue
to incorporate new market insights and trends to keep
itself abreast in this fast changing industry.

In addition, advanced leading production technologies and
workmanships have been developed to meet its customers’

stringent requirements, especially in the upper class
tobacco market. Through its unrivaled product
quality and well-recognised reputation,
the Group is able to secure large orders
from existing customers and attract new
clients from different regions of the PRC.
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SUCCESSFUL DISTRIBUTION BUSINESS
DEVELOPMENT

In 2002, the Group further expanded its distribution division to
increase its enterprise value, generate supplementary revenue
sources and seek for more business opportunities. The
distribution division has registered an impressive growth of
54.6% in revenue in 2002. However, there remains room for
improvement in its net margin through further cost enhancement
measures. The Group is confident that its efforts will bring
significant returns in the near future, along with the rebound

in global economy.

STRATEGIC INVESTMENT

Through the business leads in the distribution business of
computer and telecommunication components, the Group
has identified investment opportunities with immense growth
potential. Accordingly, the Group has acquired an
approximately 28.26% interest in a company, which is
principally engaged in the provision of telecommunication
services in Hong Kong, for a consideration of HK$33,823,000
during the year.

EXCELLENT HUMAN RESOURCES
MANAGEMENT

As at 31st December, 2002, the Group employed over
800 employees, mostly in production plants in the PRC
and approximately 20 employees in the Hong Kong
headquarters.

The Group’s success can be attributed to the contribution
of these employees. In order to further improve its services
and the capabilities of its employees, the Group conducts
regular in-house training programmes on the subject of
contemporary management theories, marketing concepts
and technological developments in the printing industry.
The Group will maintain its strong commitment to
developing its human resources as the Group believes

human expertise is one of the key strengths of its success.
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In order to award employees for their efforts and
performance, the Group has implemented a systematic
staff assessment programme to ensure each employee is
rewarded on a performance basis. This also explains the
significant improvement in the net profit margin in Yunnan
Qiaotong JV as the improvement in overall production
efficiency will be directly linked to the performance bonus
rewarded to respective employees.

STABLE FINANCIAL POSITION

The Group has continued its prudent financial policy and
has maintained a healthy financial position. As at 31st
December, 2002, the Group had cash and bank deposits
of approximately HK$72,461,000 and net current assets
of approximately HK$91,474,000. The Group has targeted
to improve its overall financial gearing in 2002. Its financial
gearing ratio, namely, debt to equity (shareholders’ equity
plus minority interests) ratio, has slightly improved from
64.7% in 2001 to 62.1% in 2002.

COMPANY PROSPECTS

Moving forward, the Group remains very positive on the
PRC’s economic outlook. Robust economic growth in the
PRC, improving living standards and massive development
of the western region of the PRC are all providing excellent
market conditions for the Group to grow its business,
especially in light of the significant growth potential in
the PRC’s consumer products market and pharmaceutical
and health care products market. This will be further
enhanced by the massive influx of

foreign capital and the general

increase in consumption

spending, along with the PRC’s
accession to the WTO and
hosting of the 2008
Olympics.
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To capture such potential, the Group will continue
pursuing a sustainable growth strategy in developing its
packaging printing division in the PRC, through merger
and acquisitions or the setting up of new joint ventures.

Innovation, a clear strategic mission, investment in new
advanced production facilities and enhancing productivity
remain its key strategies to keep the Group ahead of its
competitors. The Group will continue to build from its
firm foundation and the Group believes it will achieve
sustainable growth in the years ahead while maximising
financial returns to its shareholders and the benefits of

its employees.

On behalf of the Group, | wish to express my sincere
thanks to our management team and to our employees,
who have devoted their talents and efforts to the Group.
I would also like to express my gratitude to our
shareholders and business partners for their confidence

and continuing support for the Group.

Hui King Chun, Andrew
Chairman

Hong Kong, 9th April, 2003



