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The Company is incorporated in Bermuda as an
exempted company with limited liability and its
shares and warrants are listed on The Stock
Exchange of Hong Kong Limtied (the “Stock
Exchange”). The directors consider Accufit
Investments Inc., a company incorporated in the
British Virgin Islands to be the ultimate holding

company of the Company.

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

subsidiaries are set out in note 33.

In the current year, the Group has adopted, for
the first time, the following revised Hong Kong
Financial Reporting Standards (“HKFRS") issued by
the Hong Kong Society of Accountants (“HKSA"),
the term of HKFRS is inclusive of Statements of
Standard Accounting Practice (“SSAP(s)”) and
Interpretations approved by the HKSA.
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In the current year, the Group has adopted SSAP
12 (Revised) “Income Taxes” (“SSAP 12 (Revised)").
The principal effect of the implementation of SSAP
12 (Revised) is in relation to deferred tax. In
previous years, partial provision was made for
deferred tax using the income statement liability
method, i.e. a liability was recognised in respect
of timing differences arising, except where those
timing differences were not expected to reverse in
the foreseeable future. SSAP 12 (Revised) requires
the adoption of a balance sheet liability method,
whereby deferred tax is recognised in respect of
all temporary differences between the carrying
amount of assets and liabilities in the financial
statements and the corresponding tax bases used
in the computation of taxable profit, with limited
exceptions. In the absence of any specific
transitional requirements in SSAP 12 (Revised), the
new accounting policy has been applied
retrospectively. Comparative amounts for 2002

have been restated accordingly.

As a result of this change in policy, the balance of
retained profits and minority interests at 1st
January, 2002 have been decreased by
HK$4,498,000 and HK$6,190,000 respectively,
representing the cumulative effect of the change
in policy on the results for periods prior to 1st
January, 2002. The balance on the Group’s asset
revaluation reserve at 1st January, 2002 has been
decreased by HK$4,611,000, representing the
deferred tax liability recognised in respect of the
revaluation surplus on the Group's properties at
that date. This change has resulted in a decrease
in the profit of approximately HK$210,000 (2002:
HK$905,000).
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The financial statements have been prepared under
the historical cost convention, as modified for the
revaluation of certain property, plant and
equipment, and in accordance with accounting
principles generally accepted in Hong Kong. The
principal accounting policies adopted are as

follows:

The consolidated financial statements incorporate
the financial statements of the Company and its

subsidiaries made up to 31st December each year.

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.

All significant inter-company transactions and
balances within the Group are eliminated on

consolidation.

Goodwill arising on consolidation represents the
excess of the cost of acquisition over the Group's
interest in the fair value of the identifiable assets
and liabilities of a subsidiary or an associate at the

date of acquisition.

Goodwill arising on acquisitions prior to 1st
January, 2001 continues to be held in reserves,
and will be charged to the income statement at
the time of disposal of the relevant subsidiary, or
at such time as the goodwill is determined to be

impaired.
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Goodwill arising on acquisitions after 1st January,
2001 is capitalised and amortised on a straight
line basis over its useful economic life. Goodwill
arising on the acquisition of an associate is included

within the carrying amount of the associate.

Property, plant and equipment, other than
construction in progress, is stated at cost/valuation
less depreciation or amortisation and accumulated

impairment losses.

Property, plant and equipment is stated in the
balance sheet at their revalued amount, being the
fair value at the date of revaluation less any
subsequent accumulated depreciation and
amortisation and any subsequent 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 balance sheet

date.

Any surplus arising on the revaluation of property,
plant and equipment is credited to the asset
revaluation reserve, except to the extent that it
reverses a revaluation decrease of the same asset
previously recognised as an expense, in which case
this surplus is credited to the income statement to
the extent of the deficit previously charged. A
decrease in the net carrying amount arising on the
revaluation of an asset is dealt with as an expense
to the extent that it exceeds the balance, if any,
on the asset revaluation reserve relating to a

previous revaluation of that asset.
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Depreciation and amortisation are provided to write
off the cost/valuation of items of property, plant
and equipment, other than construction in
progress, over their estimated useful lives and after
taking into account their estimated residual value,
using the straight-line method, at the following

rates per annum:

RAERLEREFAR2F CAREE BE)

Over the term of the relevant land use rights or 25 years, whichever is shorter

The gain or loss arising on disposal or retirement
of an asset is determined as the difference between
the sales proceeds and the carrying amount of the
asset and is recognised in the income statement.
The revaluation surplus attributable to a revalued

asset is transferred to retained profits on disposal.

Construction in progress are carried at cost which
includes all construction costs and other direct
costs, as appropriate, less accumulated impairment
losses. When the construction is completed and
the asset is ready for its intended use, the related
cost is transferred to an appropriate category of
property, plant and equipment and depreciated in

accordance with the above policy.
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Investments in subsidiaries are included in the
Company’s balance sheet at cost less any identified
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of

dividends received and receivable.

The consolidated income statement includes the
Group's share of the post-acquisition results of its
associate for the year. In the consolidated balance
sheet, interest in an associate is stated at the
Group's share of the net assets of the associate
plus the goodwill on acquisition, less amortisation

and any identified impairment loss.

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

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

as a revaluation increase.

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

weighted average method.

Sales of goods are recognised when goods are

delivered and title has passed.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the

interest rate applicable.

Rental income, including rental invoiced in advance
from plant and machinery let under operating
leases, is recognised on a straight-line basis over

the period of the relevant leases.

Rentals payable under operating leases are charged
to the income statement on a straight-line basis

over the period of the respective leases.
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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 net profit
as reported in the income statement because it
excludes items of income and expense that are
taxable or deductible in other years, and it further
excludes income statement items that are never

taxable or deductible.

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

tax profit nor the accounting profit.
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Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

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

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

Payments to the Group’s defined contribution
retirement benefits schemes are charged as an
expense as they fall due.

Transactions in currencies other than Hong Kong
dollars are initially recorded at the rates of
exchange prevailing on the dates of the
transactions. Monetary assets and liabilities
denominated in such currencies are retranslated at
the rates prevailing on the balance sheet date.
Profits and losses arising on exchange are included

in net profit or loss for the period.

49



For the year ended 31st December, 2003

EE=FI-ASt-HLER

i
HH
\

A

REEEREE - KREEREB A On consolidation, the assets and liabilities of the
wEMBARICEERBREIRS Group's subsidiaries operate outside Hong Kong

I
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are translated at exchange rates prevailing on the
balance sheet date. Income and expense items are
translated at the average exchange rates for the
period. Exchange differences arising, if any, are
classified as equity and transferred to the Group's
translation reserve. Such translation differences are
recognised as income or as expenses in the period

in which the operation is disposed of.

Turnover represents the net amounts received and

receivable during the year as follows:

— 5 —ET_F

2003 2002

FTHER FHET

HK$'000 HK$'000

HE S m Sale of goods 945,776 877,082

R BRSPS Interest income from the provision

MEWA of financial services 359 923
BIELEL 2 BHE  Rental income under operating leases

KigesE A in respect of plant and machinery 1,073 1,001

947,208 879,006

BREEERARZTT=FF§
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REEMS  AKREBEMD SMEAL
EXB-HRRLEERBREMNDH
B ARBEDEZEXH2HMEE

ELEER -

For management purposes, the Group is currently
organised into two operating divisions — printing
and manufacturing of packaging products and
distribution of products. These divisions are the
basis on which the Group reports its primary
segment information.

BRZEEB2OBEERZIAT ¢ Segment information about these businesses is

presented below:

ZEE=F 2003
ARREE
BRER PHEER Hit ok
Printing and
manufacturing of Distribution

packaging products of products Others Total
THEL THEL THEL THEL
HK$'000 HK$'000 HK$'000 HK$'000
BEE TURNOVER 371,239 574,537 1,432 947,208

E3 RESULT
GEES Segment result 91,903 7,954 (854) 99,003
FEMA Interest income 1,492
REEZGCETHFE  Net unallocated corporate expenses (8,777)
mER A Profit from operations 91,718
BEKA Finance costs (10,253)
M & NG £E Share of result of an associate = = (5,109) (5,109)
B AR A Profit before taxation 76,356
i Taxation (12,026)
Kt HRRER ZEF  Profit before minority interests 64,330
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REth&EH
ERURX
hEREH
AEEH

BALANCE SHEET

ASSETS
Segment assets
Interest in an associate

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital expenditures
Depreciation and amortisation

Amortisation of goodwill
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DRREE
BRER AHER
Printing and
manufacturing of Distribution
packaging products of products
TER TER
HKS$'000 HK$'000
554,969 115,528
62,446 7,591
7,687 -
18,786 -

f&

Efh

Others
Tz
HK$'000

35,201
25,744

225

298
1,616
2,304

HEBERDAF

EE=FI-ASt-HLER

BE

Total
T#x
HK$'000

705,698
25,744
2,529

733,971

70,262
242,043

312,305

7,985
20,402
2,304

TZ=FFRH
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For the year ended 31st December, 2003
5. ¥R R#HEDE (&) 5. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
EXoE (E) Business Segments (continued)
—EE-F 2002
Nl e A EE (BE7)
BRER PEED o ke
Printing and
manufacturing of Distribution (Restated)
packaging products of products Others Total
TET TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000
|
BEE TURNOVER 410,115 466,967 1,924 879,006
¥4 RESULT
NEXE Segment result 97,936 6,044 (498) 103,482
FEKA Interest income 2,019
REEZOCETHFE  Net unallocated corporate expenses (10,064)
g2 Profit from operations 95,437
BENA Finance costs (12,976)
ElEBENAES Share of result of an associate = = (2,970) (2,970)
BB AR Profit before taxation 79,491
HE Taxation (15,368)
R DHBREER ZEH  Profit before minority interests 64,123
[ |
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5.

EBRHEESE (&)

EBoE (&7)

BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

Business Segments (continued)

Rl R
BREM

Printing and
manufacturing of
packaging products
TEL

HK$'000

PHEM

Distribution
of products
TR
HK$'000

Hfty

Others
TET
HK$'000

(BE5)
g

(Restated)
Total
TR
HK$'000

BERER

EE
NREE
NN
REBLREE

SR
BAHMT
FERE
HBE
THEREE:

Rk EE

BALANCE SHEET

ASSETS
Segment assets
Interest in an associate

Unallocated corporate assets

Consolidated total assets

LIABILITIES

Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION
Capital expenditures
Depreciation and amortisation

Amortisation of goodwill

599,379

59,656

35,624
17,313

Loss on disposal of property, plant and

equipment

250

134,270

58,206

25,423
30,853

521
1,590
768

759,072
30,853
272

790,197

118,014

275,852

393,866

36,145
18,903
768

250
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REBZEEXH

ERET

PRC

Hong Kong
Europe
Singapore
Others

Unallocated corporate expenses

Profit from operations
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The Group's operations are located in Hong Kong,

the People’s Republic of China (other than Hong

Kong) (the “PRC"”) and Europe. Printing and

manufacturing of packaging products are carried

out in the PRC and distribution of electronic

components and miscellaneous products are carried

out in the PRC, Hong Kong, and Europe.

The following table provides an analysis of the

Group’s sales by geographical market, irrespective

of the origin of the goods/services:

BT 5
Bz HEWRE

Sales revenue by

geographical market

“EE=F
2003
Thn
HK$'000

634,400
268,440
17,983
22,576
3,809

947,208

2T CF
2002
TEL
HK$'000

490,320
357,974
24,435

6,277

879,006

RERR
Z B/

Contribution to

profit from operations

“EE=F
2003
Thn
HK$'000

95,120
3,489
239

95

60

(7,285)

91,718

2T CF
2002
TEL
HK$'000

98,702

4,382
316

82

(8,045)

95,437
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5. XBRHBEDE (&)

35 2 58 (
NI ROBEEZREERYE - #

REZRERAEMEZ T
BEDZHH

BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

Geographical Segments (continued)

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

in which the assets are located:

PHEEZ ME - BBER
REE REZHE
Carrying amount Additions to property,

of segment assets plant and equipment

(B&5)

(Restated)
Z88=f _"TT-F C"BBZF _"TT_H
2003 2002 2003 2002
THERT TET THERT TET
HK$'000 HK$'000 HK$'000 HK$'000

i PRC

s Hong Kong
BUM Europe
s Singapore
H A Others

637,239 641,188 7,687 35,624
63,924 148,353 298 521
3,576 = - =
4,490 = - =
24,742 656 - =
733,971 790,197 7,985 36,145
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6. K&&RA 6. PROFIT FROM OPERATIONS
—EE=F ZET=F
2003 2002
FET FAT
HK$'000 HK$'000
R T E kR Profit from operations has been arrived
T3IER : at after charging:
BETRA (B Staff costs including directors’
E=Me) emoluments 27,591 25,871
R RS I 5 S 4 K Retirement benefits scheme contributions
(BREZFH®H) (including contributions to directors) 3,954 2,740
8 TR Total staff costs 31,545 28,611
% AN B & Auditors’ remuneration 740 775
M - MR RFZE Depreciation and amortisation of
29T E R g property, plant and equipment 20,402 18,903
LEME - HRR Loss on disposal of property, plant and
RE BB equipment 1 250
WEFA : and after crediting:
A B WA Interest income 1,492 2,019
7. ®WERAX 7. FINANCE COSTS
—BEB=F —ET_F
2003 2002
FET FAT
HK$'000 HK$'000
EETHE - Interest on:
RITEE AR Bank borrowings wholly repayable
hERNEHEER within five years 9,399 12,161
HER AR Other loans wholly repayable
AERNEHEE within five years 854 815
10,253 12,976
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8. EMHMEQNRES 8. SHARE OF RESULT OF AN ASSOCIATE
—EE=F —ETE-F
2003 2002
FHE T THET
HK$'000 HK$'000
FE(EHE & R A B8 Share of loss of an associate 2,805 2,202
B g i E &+ 2 Amortisation of goodwill arising
EEES (Ff2E15)  on acquisition (note 15) 2,304 768
5,109 2,970
9. EEREEZHE 9. DIRECTORS’ AND EMPLOYEES'
EMOLUMENTS
==t Directors
—EE=HF —EFE—-F
2003 2002
FH T THET
HK$'000 HK$'000
we Fees:
WITES Executive directors 276 276
BYEBITES Independent non-executive directors 160 160
436 436
HEme - Other emoluments:
WITES Executive directors
e hHMEF Salaries and other benefits 1,429 1,385
KIFEL Performance related incentive
payments 52 50
BRIRE TG 8 Retirement benefits scheme
contributions 45 45
1,526 1,480
1,962 1,916
ELAMEFERN @ SUEE 2B The emoluments of each of the directors were less
&1 471,000,000/ 7T ° than HK$1,000,000 for both years.

°8 EREBERAR-—ZE=F&H
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For the year ended 31st December, 2003

TR ERFHIALTHR MU (ZF The five highest paid individuals include two (2002:
TF WA RESE  HEBMFET two) directors, details of whose emoluments are
HREX -BRT=u (ZET_F : = set out above. The emoluments of the remaining
i) 2 BmT - three (2002: three) individuals are as follows:
—EB=F —EBE_F
2003 2002
FET FHET
HK$'000 HK$'000
e hHMEF Salaries and other benefits 1,392 1,324
~E®Re Performance related incentive
payments 36 92
IR K8 I 5 S 4 K Retirement benefits scheme
contributions 36 36
1,464 1,452
FEAMBEFEEAN @ Afifme 5 A The emoluments of each of the five highest paid
T2 M<e &9 451,000,000 7T © individuals were less than HK$1,000,000 for both
years.
BE_ZET_FR_FTZT=F+_H During the years ended 31st December, 2002 and
=T—BLEFE  AEES&ERAL 2003, no emoluments were paid by the Group to
Bz AT (BEESE) MM the five highest paid individuals, including the
2 ERESMEAREE IR MBER directors, as an inducement to join or upon joining
SERRE - R EBUEE - the Group or as compensation for loss of office. In
N BEZEE-_FR_ZFT=F addition, during the years ended 31st December,
TZA=T—HILFE  BMEEEN 2002 and 2003, no directors waived any
Exmme - emoluments.
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(B&E5))
(Restated)
=f —TT_F
2003 2002
TERT FHET
HK$'000 HK$'000
PIEBE : The charge represents:
BN ER 7 18 Current tax:
BEMNEH Hong Kong Profits Tax 58 152
B AT 1SR PRC income tax 11,663 13,804
11,721 13,956
FEFTEH PRC income tax:
REFERETE Underprovision in prior years 95 507
11,816 14,463
BRI (it 26) - Deferred tax (note 26):
REE Current year 210 905
BAARREWB AR Taxation attributable to the Company
PEEE 2 B and its subsidiaries 12,026 15,368

BEBEFF TRMETFEWISJH%R/@
7T'H;z175% TE —F 1 16%) 2
KRt E EA_EE FRXA - BEF
%Rmzﬂam%i*miwsvo RIA=!
—ET=F /_TTNFEFHEER
AR o miigbw%%a% Jr#_7

Hong Kong Profits Tax is calculated at 17.5%
(2002: 16%) of the estimated assessable profit for
the year. In June 2003, the Hong Kong Profits Tax
rate was increased from 16% to 17.5% with effect
from the 2003/2004 year of assessment. The effect
of this increase has been reflected in the calculation

60

E=F+-_A=1T—BZAHKEE
10 TE 45 SR SRR o

REME TRB*ETFEEEPIW%”TE
MZERREFE

R EARERRARE  AEEE
PEEEEH 2 ETFHBARNERLE
BT 2 B B R BN
B MM TS - Rk = F A
I 2 B S5 400 R TS -

of current and deferred tax balances at 31st
December, 2003.

PRC income tax is calculated at the applicable rates
relevant to the PRC subsidiaries.

Pursuant to the relevant laws and regulations in
the PRC, certain of the Group’s PRC subsidiaries
are entitled to exemption from PRC income tax for
two years commencing from their first profit-
making year of operation and thereafter, they are
entitled to a 50% relief from PRC income tax for
the following three years.
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EﬁhLaﬁmWE@ Al ([EmE
BEBELE]D ZREARENR_ZZEE

FlEm o A

AR E 7 751 B 3%
Mzt - EEEa

BRELXENHE

RRAITINERERERMB AR Z

— o Btk

EFBABEAELEARNE

E_FEENF+_A=+—HI &
FEERMMSHE15%H o

FARBET HAIE T 2656 WaER
HER AR
B % A A1 Profit before taxation

RERKEFENHR

BARTHA
BBy
RABF %
BBy
AERBBEE
IRy
EEBEDREE
BT E
RYHEHEAA
MBRELTE
RAARERTBER
28
REMAEREREE
ZHBARZHE
ERE
TEBETR

Eh2 BB
RARBE

Tax at the applicable tax rate

Tax effect of income not
taxable for tax purpose

Tax effect of expenses not
deductible for tax purpose

Tax effect of tax losses not
recognised

Tax effect of share of result
of an associate

Effect of tax exemptions
granted to PRC subsidiaries

Utilisation of tax losses not
previously recognised

Effect of different tax rate
of subsidiaries operating
in other jurisdictions

Underprovision in respect
of prior year

Tax charge and effective
tax rate for the year

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003

For the year ended 31st December, 2003

The tax holiday for Yunnan Qiaotong Package
Printing Co., Ltd. (“Yunnan Qiaotong JV") expired
in 2000. However, pursuant to an approval received
from local tax authorities, Yunnan Qiaotong JV is
classified as one of the approved “Advanced
Technology Enterprise with Foreign Investment”.
Accordingly, Yunnan Qiaotong JV is entitled to a
preferential PRC income tax rate of 15% up to
31st December, 2004.

The tax charge for the year can be reconciled to
the profit per the consolidated income statement
as follows:

=F —ET_F
2003 2002

TET ok FHT BAOL
HK$'000 % HK$'000 %

76,356 79,491
25,197 33.0 26,232 33.0
(7,917) (10.4) (7,637) (10.0)
5,323 7.0 8,625 10.9
2,408 3.2 3,634 4.6
925 1.2 727 0.9
(13,720) (18.0) (16,557) (20.8)
(228) (0.3) - -
(57) (0.1) (163) (0.2)
95 0.1 507 0.6
12,026 15.7 15,368 19.0
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5 —ET_F
2003 2002
FTHER FHET
HK$'000 HK$'000
hHEIAR - Interim dividend — HK1.5 cents
FR1.55810 (2002: HK1.5 cents) per share
——
FR1.58M) 3,994 3,990
—EE=FRKHKE 2003 final dividend — HK3.5 cents
— FRZ3.558 1 (2002 final dividend: HK3.5 cents)
ZEEFRE per share
B - B3.5% ) 9,347 9,317
—EE=FHERIKE 2003 special dividend - HK3.0 cents
— FRZ3.05 1 (2002 special dividend: HK3.0 cents)
(ZZEZ_F%5 per share
B - BA3.0/81l) 8,012 7,986
21,353 21,293

EXZeRARE_TT=FRERE
FR3.578 L K45 5l B B =R 3. 07 Il
HEINARFBRRENKBRITZRRBSF
Re LHER  HAlEE -

The 2003 final and special dividends of HK3.5 cents
and HK3.0 cents per share respectively have been
proposed by the Directors and are subject to
approval by shareholders in the forthcoming annual

general meeting.
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For the year ended 31st December, 2003

12. EARNINGS PER SHARE

AEEZEREARAREERF THRIE The calculation of the basic and diluted earnings
ATEBREHE per share for the year is based on the following
data:
(B&F))
(Restated)
—2E=F —E2T_F
2003 2002
TERx FET
HK$'000 HK$'000
FRERAFN 2 BF Earnings for the purpose of basic
earnings per share 35,260 34,360
BREXRENZ Weighted average number of ordinary
gl shares for the purpose of basic
EHEH earnings per share 266,185,705 266,007,133
BEEBAET R 22 E  Effect of dilutive potential ordinary shares:
—RREE - warrants 18,869,281 7,380,034
BRETRN Weighted average number of ordinary
gl shares for the purpose of diluted
¥ earnings per share 285,054,986 273,387,167

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003
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i#HR BE BOE kB
BT R#zE =L EY ] IR @
Land and Plant and Motor Office  Construction
buildings machinery vehicles equipment in progress Total
TAn TAn TAn TAn TAn TAn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THE GROUP
REERMEE COST OR VALUATION
“Z2F=%—-f—-H At 1st January, 2003 43,163 295,679 2,976 3,048 162 345,028
ERHE Currency realignment (175) (1,164) (10) 9) (1) (1,359)
NE Additions 2,446 1,789 779 829 2,142 7,985
a Transfer 1619 449 - - (2,068) -
ir 5 Disposals = = (1) = = (1)
“EE=F At 31st December, 2003
+=ZA=+t-H 47,053 296,753 3,734 3,868 235 351,643
B Comprising:
KAE At cost - - - - 235 235
(& At valuation 47,053 296,753 3,734 3,868 - 351,408
47,053 296,753 3,734 3,868 235 351,643
REREH DEPRECIATION AND
AMORTISATION
“Z2F=F—-f—H At 1st January, 2003 2,539 14,860 922 582 - 18,903
ERAE Currency realignment (10) (56) 2) (1) = (69)
EREE Provided for the year 2,602 16,500 596 704 - 20,402
e Eliminated on disposals - - (10) - : (10)
ZEE=F At 31st December, 2003
+=ZA=+-H 5,131 31,304 1,506 1,285 - 39,226
RERE NET BOOK VALUES
ZEE=F At 31st December, 2003
+=ZA=+-H 41,922 265,449 2,228 2,583 235 312,417
—F%C At 31st December, 2002
+-A=1t-H 40,624 280,819 2,054 2,466 162 326,125
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AREE 2z L REFHMR P B
THTERERSSA -

R-ZTEZT—F+=-A=+—R0 ' A&
E%7299,767,0008 7T 2 M 3 - #EE Rk
BEARBYEEGBERRFEERT

HERARBRATEER-_TT—F

+TZA=+t—HREHHE: IR

R ERERNES  BRARTE

Rt EAM Y - MR REHED S -

ARBEFER2ATNE -HB82Y

X BREILEAEFREAERE

ER_EE—F+-_A=+—HEH

(ERERS

R_TEZE=F+_A=+—H E=H
ZERBAEEME HERIEBERE
EEEFECREE  WHEFTERE
HERKAEEB A TFEBEMTE
ZEREABEREEAEZR -
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The Group’s land and buildings are situated in the

PRC and are held under medium-term land use

rights.

The property, plant and equipment of the Group
at 31st December, 2001 amounting to
approximately HK$299,767,000 were revalued at
31st December, 2001 by B.I. Appraisals, an
independent firm of professional valuers as follows:
(i) on the basis of open market value in respect of
property interests situated in the PRC; and (ii) on
the basis of fair market value in continue use in
respect of other property, plant and equipment.
The remaining property, plant and equipment were
revalued by the directors at 31st December, 2001

on the same basis above.

At 31st December, 2003, the directors have
considered the carrying amount of the Group’s
property, plant and equipment carried at revalued
amounts and have estimated that the carrying
amounts do not differ significantly from that which
would be determined using fair values at the

balance sheet date.
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HWYE HERKETEBREEZT
B) MR A ER RTEN & K #H 5
R RIME - BERRERENL T

7R

THREF Land and buildings
BERKS Plant and machinery
BH Motor vehicles
MAERME Office equipment

BEREERERBELCEROMmMBES
UBMBDEEBMAZEE  RZEEZ
H1E 4 A9,804,0008 T (ZEF =
9,804,000 7T) - RFITENR
2,311,000 T (=& T = F :
1,159,000 7T) - 2 EBE ERNAFE
ZITEBRAAAE1,152,0008 (=&
T4 : 1,153,00087C) °

o
HM

A

F=F+-A=—ALLEE

Had property, plant and equipment, other than
construction in progress, been carried at cost less
accumulated depreciation and amortisation, the
carrying value of property, plant and equipment

would have been stated as follows:

ZBEC=F it 3 k3
2003 2002
ERNE 2RHE
AR kE# RERE RAE kE&E  BERE
Accumulated Accumulated
depreciation depreciation
and  Net book and Net book
Cost amortisation values Cost  amortisation values

TR TER TER TARL TARL TARL
HKS'000  HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000

43,193 12,735 30,458 39,288 10,831 28,457
304,689 75,290 229,399 303,648 60,484 243,164
7,879 6,894 985 7,272 6,470 802
4,712 2,218 2,554 3,955 1,561 2,394
360,533 97,137 263,396 354,163 79,346 274,817

Plant and machinery includes assets carried at
valuation of approximately HK$9,804,000 (2002:
HK$9,804,000) with accumulated depreciation of
approximately HK$2,311,000 (2002:
HK$1,159,000) in respect of assets held for rental
income under operating leases. Depreciation charge
in respect of these assets for the year amounted
to approximately HK$1,152,000 (2002:
HK$1,153,000).

BREEERARZTT=FF§
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14. RBRARZKRE

For the year ended 31st December, 2003

INVESTMENTS IN SUBSIDIARIES
N
THE COMPANY
—EE=4p

—TEE 4

—= =

2003 & 2002
TAT
HK$'000

FE LMD

FETRHDZEEBEDREZSWE
A A)E A R A YR BEKith Limited & H K
BAAK EARAEEFHEMEL 2/
BifEE °

ARAZEEZMB R
TZTA=t— EIZﬁM%CEMﬁEB °

—EE=&

Unlisted shares

44,088

The carrying value of the unlisted shares is based
on the values of the underlying net assets of the
subsidiaries when Kith Limited together with its

subsidiaries were acquired by the Company.

Particulars of the Company’s principal subsidiaries

at 31st December, 2003 are set out in note 33.

15. RE&E DT 2R e B 15. INTEREST IN AN ASSOCIATE/AMOUNT
ERERE DUE FROM AN ASSOCIATE
AEE
THE GROUP
—EBE=F —EFE-F
2003 2002
THERT FAETT
HK$'000 HK$'000
EEaEFE Share of net liabilities (5,756) (2,951)
g 31— W/N] o Goodwill on acquisition of an
e (faF) associate (note) 31,500 33,804
25,744 30,853
& B & R B FROE Amount due from an associate 11,680 5,650

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003
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FEUHE & R R RIA R BB - SFE R
H[E R e

Kt ARBMELAZBERFAZE
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The amount due from an associate is unsecured,

interest-bearing and has no fixed repayment terms.

Note: The movements of the goodwill arising on

E O acquisition during the year are as follows:
FHEL
HK$'000
PN | THE GROUP
A& COST
RZZETZ_FR=ZZTT=F At 31st December, 2002 and 2003
+Z-—A=+—H 34,572
B AMORTISATION
R-_ZEE=F—F—H At 1st January, 2003 768
FRNEE Charge for the year 2,304
RZEE=F+_-_A=+—H At 31st December, 2003 3,072
BREFE NET BOOK VALUES
RZEE=F+_-_A=+—H At 31st December, 2003 31,500
R-ZEBEE-_F+-_A=1+—H At 31st December, 2002 33,804

NE&E 2 1% & 8 7 3togo Globalcom
Limited ([3togol) ) (—fEM & & & 2 #¥
SEMMKIZZ RF]) £928.26% E# ik
¥ o 3togo F EEXEB RIEMHEAR
% o

BERTEE BN -

The Group’s investment represents an
approximately 28.26% indirect equity interest in
3togo Globalcom Limited (“3togo”), a company
incorporated in the British Virgin Islands. 3togo is
principally engaged in the provision of

telecommunication services.

The goodwill is amortised over a period of 15 years.

BREEERARZTT=FF§
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16. & 16. INVENTORIES
THE GROUP
—EE=F —ET-F
2003 2002
FHE T THET
HK$'000 HK$'000
JR# Raw materials 71,311 75,664
& m Work in progress 17,959 14,231
BE5F8 REKm Trading inventories and finished goods 14,726 9,912
103,996 99,807
i FEE e ERE 3,148,000 7T (= Included above are raw materials of HK$3,148,000
TEF ) HRA EIREEYER - (2002: Nil) which are carried at net realisable value.
17. BERE=FEFERN {ﬂz 17. TRADE AND OTHER RECEIVABLES

FE W BR K ‘Tﬁ&ﬁﬁ

AEBETHESEPZRERTY
30 ZE0HTE - BRE=EEH

AR R E A AR R -« BT & RTEM K
BEIEREYE 5 AR N4 £ 123,586,000
BT (ZZEZT = 4 ¢ 188,224,000%
) BRABRIZERSTOT ¢

FROM THIRD PARTIES, DEPOSITS AND
PREPAYMENTS

The Group allows an average credit period of 30
to 90 days to its trade customers. Included within
trade and other receivables from third parties,
deposits and prepayments are trade receivables
HK$123,586,000 (2002:
HK$188,224,000), the aged analysis of this balance

is as follows:

balance of

—EE=F —ET-F
2003 2002
FAET FET
HK$'000 HK$'000
60H A Within 60 days 66,363 136,604
61—90H A Within 61 — 90 days 39,373 1,543
90H I More than 90 days 17,850 50,077
123,586 188,224
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18.

19.

BRLIBRREZERERRE 18. TRADE AND OTHER RECEIVABLES
ik & U2 B =X FROM MINORITY SHAREHOLDERS
AEERTOEBRRZBERFHH The Group allows an average credit period of 30
30HE90B T % - BRDHRKE 5 to 90 days to the minority shareholders. Included
R REMERERERBEREKE SR L . o
- within trade and other receivables from minority
ﬂ"‘nﬁ%44'540'000/%n(:;E;EZE: shareholders are trade receivables balance of
48,512,000/87T) * ARG IREk 7
W HK$44,540,000 (2002: HK$48,512,000), and the
aged analysis of this balance is as follows:
—ER=F —ET_-F
2003 2002
FHET FAT
HK$’000 HK$'000
60H A Within 60 days 24,611 30,026
61— 90H A Within 61 — 90 days 3,954 15,594
90H I More than 90 days 15,975 2,892
44,540 48,512
FE UL (B AY) B B 42t B K IH 19. AMOUNT(S) DUE FROM (TO)

BRAFIAIL EEI
AR REREEERY -

BT 5 8 X

SUBSIDIARIES/A SUBSIDIARY

The amounts are unsecured,

interest-bearing at

prevailing market rate and have no fixed repayment

terms.

BREBARAA--FF

ZEER




BE-_TT=F1+-_A=+—BLFE

20. ENESERIAREMENER
=h
TA
ENEZERMEMENERBDIERE
8 SR A 8857,759,000/8 T (=&
T 4 :106,357,00087C) - B #LE

20.

For the year ended 31st December, 2003

TRADE AND OTHER PAYABLES

Included within trade and other payables are trade
payables balance of HK$57,759,000 (2002:
HK$106,357,000), the aged analysis of this balance

RO MT is as follows:
—EE=F —EE-F
2003 2002
FTAET FET
HK$'000 HK$'000
60BN Within 60 days 41,152 84,263
61—90H A Within 61 — 90 days 2,391 2,077
90H A More than 90 days 14,216 20,017
57,759 106,357

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003
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rEE
THE GROUP
—EE=F —TE_F
2003 2002
FHERT FAT
HK$'000 HK$'000
RITER Bank loans 121,974 207,721
ERWEE R Trust receipt loans 78,055 48,333
200,029 256,054
Hi B — BT Other loans - interest bearing at
iR R S =) prevailing market rate 21,012 =
221,041 256,054
PaR)il Analysed as:
— B (L) - secured (note) 21,200 148,441
— EE A — unsecured 199,841 107,613
221,041 256,054
—FRHNEAEE Within one year or on demand 208,845 220,262
—F A FERER More than one year but not exceeding
i two years 12,196 23,595
MELA BB More than two years but not exceeding
HE five years - 12,197
221,041 256,054
W —FRE Less: Amount due within one year shown
FIERE B & under current liabilities (208,845) (220,262)
— &% 3 H Amount due after one year 12,196 35,792
Mt - EEMEERREEHEITER Note: Included in secured borrowings are short-term
©3£14,071,0008 T (ZFF bank loans amounting to HK$14,071,000
=4 :131,864,00087T) ° & (2002: HK$131,864,000) which are to be

FERBRIEFBEER BRI
RZHRE  WAEBEPEZ
—RNB AR ZEEFER -
BEARFRALY - FHRITE

secured by the assets of a Company's
subsidiary in the PRC according to the terms
of the relevant loan agreements. No official

% £ [ 3 4 B bt 2T <7 A IE 2 collateral agreements have been entered into
> =AML AR A
SIERIBEE - between the relevant banks and the Group up

to the date of this report.
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2 & B k-]
Number of
shares Amounts
FHT
HK$'000
BREMBENBT Ordinary shares of HK$0.1 each
2Bk
ETE Authorised:
R-_ZEE-_F—F—H At 1st January, 2002, 31st
T _FR-ITT=F December 2002 and 2003
+ZA=+—H 1,000,000,000 100,000
BR#ITREBRRK Issued and fully paid:
R_EZ-_F—H—H At 1st January, 2002 266,000,400 26,600
TERER (M) Exercised of warrants (note (i) 38,400 4
RZZEE-F+-"F=+—H At 31st December, 2002 and
MZZTEZT=F—F—H 1st January, 2003 266,038,800 26,604
TERREE (Fat(i) Exercised of warrants (note (ii) 216,800 22
RZEBEE=F+-_A=+—H At 31st December, 2003 266,255,600 26,626

HE-_ZTT-_F+=-A=+—H

LIEFE - 38,4000 R IHEEZ2.2

BT BRETE  HEARQA

BOSREEICNS T TER

38,400f% < FAE BT 2R R

ERCRERNMES TEBEES
RS -

HEZTZT=F+-_A=+—H

IEFE 216,800 R X HE & 1%
2282 BRETE  BUEAR
BBETEREMBE VBT EEBR
216,8000% » FFNE EE1T 2 Mk Bl
ERCRERNESTHAZAR
A& o

(i)

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003

Notes:

(i)

During the year ended 31st December, 2002,
38,400 ordinary shares of HK$0.1 each in the
Company were issued upon the exercise of
38,400 warrants at a price of HK$2.2. The
shares issued during the year rank pari passu
with the then existing shares in all respects.

During the year ended 31st December, 2003,
216,800 ordinary shares of HK$0.1 each in
the Company were issued upon the exercise
of 216,800 warrants at a price of HK$2.2.
The shares issued during the year rank pari
passu with the then existing shares in all

respects.
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BER-ZZE—F XA+ BRI
ZARREEFSERLBBZIRE
R AR AIHE R E AL RAGIEE
EEEEAR-_TST—EF+ANBE
FIRARAIRREBECMZBRRAIRES
BELRAEBEINETZRNHEE —H
R o & +£53,200,00010 4R IE
%4 117,040,000/ 7T 2 R EFE R =
ET—F+A+—RA%T - FHRK

REETELREEARRN - TR
AR F - A=1+RH(BHE
BHEMAX) LE AR A R iR 9 23R
BESR22BT(AITHAE) ABEER
B—RARRZHRG -

RZTEE=F+=ZA=+—8 &2
BIRETE 2 RREE - [MEAIRE
BEEE$116,477,6808 L (ZZFF
Z4F 1 116,954,640/ 7)) 2 IR 02 #E
o BEARTAR_ZTT=F+_A4
T+—AZBRARLE  BETEZS
MARITEZRRER  EHEITAR
NEEBERBEEOINE T H KM
52,944,400k ( Z 2 T — F
53,161,2000%) -

AARRREBREEF
:g$7$+ A=+—HIt
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Pursuant to a resolution passed at a board of
directors’ meeting of the Company held on 29th
June, 2001, a bonus issue of warrants on the basis
of one warrant for every five shares of HK$0.1
each held by shareholders on the register of
members of the Company as at 6th July, 2001 was
approved. A total of 53,200,000 units of warrants
with an aggregate subscription amount of
HK$117,040,000 were issued on 11th July, 2001.
Each warrant confers rights to the registered holder
to subscribe for one new share of the Company in
cash at an initial subscription price of HK$2.2 per
share, subject to adjustment, at any time from the
date of issue to 30th June, 2004 (both days

inclusive).

At 31st December, 2003, the Company had
outstanding warrants conferring rights to subscribe
for up to HK$116,477,680 (2002:
HK$116,954,640) in cash for shares. Exercise in
full of these outstanding warrants would, under
the share capital structure of the Company as of
31st December, 2003, result in the issue of
52,944,400 (2002: 53,161,200) new shares of
HK$0.1 each in the Company.

Details of the exercise of the Company’s warrants
during the years ended 31st December, 2002 and
2003 are set out in note 22.
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For the year ended 31st December, 2003

Pursuant to the annual general meeting of the
Company held on 15th May, 2002, the Board of
Directors of the Company had terminated the share
option scheme which was adopted by the Company
pursuant to an ordinary resolution passed on 2nd
June, 1998 (the “Previous Scheme”). On the same
date, the Board of Directors approved and adopted

the new share option scheme (the “Scheme”).

The Scheme was adopted for the primary purpose
of providing incentives to selected participants for
their contribution to the Group, and will expire on
14th May, 2012. Under the Scheme, the Board of
Directors of the Company may grant options to all
directors of the Company (including independent
non-executive directors) and any full-time/part time
employee of the Group, and any participant from
time to time determined by the Board of Directors
as having contributed or may contribute to the
development and growth of the Group to subscribe

for shares in the Company.

The total number of shares in respect of which
options may be granted under the Scheme is not
permitted to exceed 30% 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.
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Options granted must be taken up within 30 days
from the date of grant, upon payment of HK$1
per each grant of option(s). Options may be
exercised at any time from the date of grant to
the 10th anniversary of the date of grant. In each
grant of options, the Board of Directors may at its
discretion determine the specific exercise period
and exercise price. The exercise price shall not be
less than the highest of (i) the closing price of
shares on the Stock Exchange on the date of the
offer of grant; (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.
No option has been granted or agreed to be

granted under the Previous Scheme and the

Scheme since its adoption.
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THE COMPANY

At 1st January, 2002

Premium arising from
issue of shares

Transfer

Net profit for the year

Dividend paid

At 31st December, 2002

Premium arising from
issue of shares
Transfer

Net profit for the year
Dividend paid

At 31st December, 2003

KRR TE 2 BB IIHEKIith Limitedz
FERRESRWARRIBAERAZ
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R EE
Share
premium

FETT
HK$'000

86,494

80

86,574

455

87,029

For the year ended 31st December, 2003

BEHER R %7 #at
Contributed Retained

surplus profits Total

FHET FHET FHET

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

35,183 - 121,677

- - 80

(3,599) 3,599 -

- 17,681 17,681

- (21,280) (21,280)

31,584 - 118,158

- 455

(2,075) 2,075 -

- 19,222 19,222

- (21,297) (21,297)

29,509 - 116,538

The contributed surplus of the Company represents

the difference between the consolidated
shareholders’ funds of Kith Limited at the date on
which they were acquired by the Company, and

the nominal amount of the Company’s shares

issued for the acquisition at the time of the group

reorganisation in 1998.

Under the Companies Act 1981 of Bermuda (as

amended), the contributed surplus account of the

Company is available for distribution. However, the

Company cannot declare or pay a dividend, or

make a distribution out of contributed surplus if:

(a) it is, or would after the payment be, unable

to pay its liabilities as they become due; or

(b) the realisable value of its assets would

thereby be less than the aggregate of its

liabilities and its issued share capital and

share premium account.
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For the year ended 31st December, 2003

R-FZFE=F+-_A=t+—8 AR
AlAfERRREZEER
29,509,000 T (Z &2 T = F
31,584,00087T) °

CERERECLFEREESTHETEER
NRZMEEZHBRAIRETEAE
BRERBRR - BBERRENF D
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ZERAMBRARIZEN  MERBES
81 A] P8 1 4K 5K &5 A 3 1R I O0 % Y
BRBIZEN -

HitEB IR PEEERT A
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The reserve available for distribution by the
Company to the shareholders as at 31st December,
2003 is HK$29,509,000 (2002: HK$31,584,000).

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

capital of the relevant PRC subsidiaries.

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

relevant PRC subsidiaries.

The 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.

The retained profits of the Group as at 31st
December, 2003 and 2002 included an amount of
approximately HK$6,070,000 of goodwill arising

on acquisition prior to 1st January, 2001.

The retained profits of the Group as at 31st
December, 2003 also included a deficit of
HK$5,007,000 (2002: HK$2,202,000) attributable

to its associate.
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For the year ended 31st December, 2003

26. EEHIAE 26. DEFERRED TAXATION
FEME THE GROUP
LTAAEERRZFERTENIESR The following are the major deferred tax liabilities
BEREERNREHRAMBARESRRNZ (assets) recognised by the Group and movements
2E) thereon during the current and prior reporting
periods:
NREM MEBARE REBR At ag
Revaluation  Accelerated
of tax Tax
properties depreciation losses Others Total

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

R-EE-£-f—H At 1st January, 2002
-REZR - as previously reported - 125 = = 125
— e EBER - adjustment on adoption of
F12% (BEFT) 2R SSAP 12 (Revised) 7,730 7,802 - (233) 15,299
-BE7| - as restated 7,730 7927 - (233) 15,424
ERREERMG (GFA)  Charge (credit) to income
statement during the year - 1,175 - (270) 905
WZEE=5—-f—-8 At 1st January, 2003
7,730 9,102 - (503) 16,329
ERREERMG (GEA)  Charge (credit) to income
statement during the year - 1,390 (1,424) 244 210
RZZB=F+-H=1+—-H At31st December, 2003 1,730 10,492 (1,424) (259) 16,539

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003 79
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For the year ended 31st December, 2003

REERERZEIMS - ETEL
MAEEMBBERESFTERER
1257 (RIERT) sl 2 AR 1F M8 38 -
ATRIEVHEBERAE ZBELEHEAD
i

FEEFHIBEEE Deferred tax liabilities
FEEFIBEE Deferred tax assets

RZTE=F+=_A=+—H ' &%
Bz REAHIEEER 20,435,000/
T (=ZZTZT =4 :13,831,0008 ) °
AAEHERRER - BERBEEE
1,424,0008 T (ZEE=F : &) 25t
2 AN B) BT B 189,515,000 T (=
TE_F  B) MIEHER - BRKREE
BRAR®EBERN WMRKAERKT
10,920,000 T (Z & T = F :
13,831,000/ 7T) ERIELEFIBEE ©
HEhBERIRFEERETRFANR 2
E5181,199,0008 T (ZTZT_F : |&)
Bt ABRBBIEEEAN - EMEEA
MRS o
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For the purposes of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset with the conditions set out in SSAP 12
(Revised). The following is the analysis of the
deferred tax balances for financial reporting

purposes:

—EBE=F —FE -
2003 2002
FTHxT THET
HK$'000 HK$'000
16,927 16,329
(388) =
16,539 16,329

At 31st December, 2003, the Group has unused
tax losses of HK$20,435,000 (2002: HK$13,831,000)
available for offset against future profits. A
deferred tax asset amounting to HK$1,424,000
(2002: Nil) has been recognised in respect such
losses of HK$9,515,000 (2002: Nil). No deferred
tax asset has been recognised in respect of the
remaining HK$10,920,000 (2002: HK$13,831,000)
due to the unpredictability of future profit streams.
Included in recognised tax losses are losses of
HK$1,199,000 (2002: Nil) that will expire in five
years from the year of assessment. Other losses

may be carried forward indefinitely.
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—£R" Within one year
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(BEEEME)  inclusive
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For the year ended 31st December, 2003

Minimum lease payments paid under operating
leases in respect of land and buildings during the
year amounted to HK$503,000 (2002:
HK$490,000).

At the balance sheet date, the Group and the
Company had commitments for future minimum
lease payments under non-cancellable operating
leases in respect of land and buildings which fall

due as follows:

FEHE AT
THE GROUP THE COMPANY
—B¥=F _—FTT-F —BE¥=F C—TI=F
2003 2002 2003 2002
TR TR TR TR

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

193 193 99 99
141 235 - =
334 428 99 99

The operating lease payments represent rentals
payable by the Group for certain of its office
premises. Leases are negotiated and rentals are

fixed for a period of one to five years.
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For the year ended 31st December, 2003

RERFTTRER 2 ME R #EHES WA
7% 1,073,000 L (ZEE Z F
1,001,000/ 7T) ° 78 HARR 5 M #4285 Al
BEEFR  TXREBFN%zHEEE
HeFMEREZHERKEAHE AR
FPERERRFEHE -

REER  ASBEAKEBELHKE
728,750 T (ZEZT 4 : 123,000/8
7)) c RIEBHBBRIEASERIBET
A] ER S A5 & R 40 2 TR S K 28 T FE LU
ZHE  ZETAHUEEERLERN
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Plant and machinery rental income earned during
the year was HK$1,073,000 (2002: HK$1,001,000).
The plant and machinery are expected to generate
rental yields of 11% per annum on an ongoing
basis. All of the plant and machinery held have

committed tenants for the next year.

At the balance sheet date, the Group had minimum
lease receipts of HK$728,750 (2002: HK$123,000),
which represent rentals receivable by the Group
for their plant and machinery under non-cancellable
operating leases which fall due within one year

after the balance sheet date.

rEE
THE GROUP
—ER=F —EBT_F
2003 2002
FET FHET
HK$'000 HK$'000
WREM - M R Capital expenditure in respect of the
BEZEARMERAS ¢ acquisition of property, plant and
equipment:
EREERETH Authorised but not contracted for 21,634 =
BRIAEREE Contracted but not provided for - 109
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For the year ended 31st December, 2003

The Group had no significant contingent liabilities

at the balance sheet date.

At 31st December, 2003, the Company has issued
guarantees amounting to HK$414,790,000 (2002:
HK$311,000,000) to banks and products supplier
in respect of banking facilities granted to a
subsidiary. The extent of the facilities utilised by
the subsidiary at 31st December, 2003 amounted
to HK$130,847,000 (2002: HK$107,613,000).

As at 31st December, 2003, certain of the Group’s
property, plant and equipment with an aggregate
net book value amounting to HK$15,187,000
(2002: HK$28,927,000) were pledged to banks for
banking facilities granted to the Group.

The Company had no pledge of assets at the

balance sheet date.
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AEECRARAREFTENE QA
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The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees of the
Company and its subsidiaries in Hong Kong at the
rate of 5% of the basic salaries of their employees.
The assets of the schemes are held separately from
those of the Group, in funds under the control of

trustees.

The subsidiaries operating in the PRC are required
to participate in a defined contribution retirement
scheme organised by relevant local government
authorities and contribute to the retirrment scheme
at rates ranging from 20% to 23% of the basic
salaries of their employees. Each local government
authority undertakes to assume the retirement
benefit obligations of all existing and future retired

employees of the subsidiaries.

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

the Group in future years.
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32.

For the year ended 31st December, 2003

CONNECTED AND RELATED PARTY
TRANSACTIONS DISCLOSURES

During the year, the Group had transactions with

R the related parties as follows:
BEAL RENE “22=F —ET_F
Related parties Nature of transactions 2003 2002
TET TET
HK$'000 HK$'000
() ZHRBASER REBHEEZEm (MEb)
(EmREl) (Kita)
Yunnan Zhaotong Cigarette Sales of goods by the Group
Factory (“YZCF") (note a) (note b) 104,868 115,183
(i) MEBESER (M) FEBER 2 BHERTR (Hitd)
Harbin Cigarette Factory Late settlement compensation
(note ) charge receivable by the Group
(note d) 777 -
(i) EEEBBHHEBD AEEENZES (Haf)
(Hiite)
Finance Bureau of Zhaotong Rental paid by the Group (note f)
City, Yunnan Province (note e) 94 94
(iv)  Oncapital Limited AEEEN S (BiFg)
("Oncapital”) (Hztg) AEBB W ERE (Hith)
Oncapital Limited Rental paid by the Group (note g) 396 396
("Oncapital”) (note g) Management fee received by
the Group (note h) 240 240
(v) RFERTRABERRIA (KEi) KEBHEEZEm (M)
3togo.com Limited (note i) Sales of goods by the Group (note b) 4,563 5,634

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003
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For the year ended 31st December, 2003

Kiat

(a)

(©)

(e)

EMHEBEBEAQE B A
B Z10% 0% # -

ERARXSERAENETES
LR 2w A HEAT o

KREBESERSFEARR—MEH
BRRZ25%KE -

B REE R E R T IR R B B E R
A% AR -

EHERBATHRB N EEE A
EEERAERAR(IZEEBAEE
EEE]) EEHBMN  cEME3
EEEBRBEAQRNBARZ
30% A% #E o

BFHSHIRBEEHEBHOIN -

Oncapﬂal)’b*F'EJEE*IE S
EcHEL2ERABZAR  HX
ﬁTi)\Z%%H&TJEfEEEZ%B%EX% °
BE—HOHR_ZET—F=A=+
HE] 3 2 &  Oncapital@ &
HRAEMEZBHOERAENAR
133,000 TH T ARA -

Notes:

(a)

(©)

(e)

ZE=F+_A=t+-ALEE

i
HH
\

A

YZCF holds a 10% equity interest in a
subsidiary of the Company.

The transactions were carried out at cost plus

a percentage profit mark up.

Harbin Cigarette Factory holds a 25% equity

interest in a subsidiary of the Company.

The late settlement charge was received in
accordance with the relevant settlement

agreement.

Finance Bureau of Zhaotong City, Yunnan
Province, is the supervisory unit of Yunnan
Zhaotong stated-owned Asset Administration
Company Limited (“YZSAACL"). YZSAACL
holds a 30% equity interest in a subsidiary of
the Company.

The annual rental was charged in accordance

with the relevant tenancy agreement.

Oncapital is a company indirectly wholly-owned
by a discretionary trust, the beneficiaries of
which are the family members of Mr. Hui King
Chun,
agreement dated 31st March, 2001, Oncapital

agreed to lease the office premises with non-

Andrew. In accordance with an

exclusive use to the Company with monthly
rental of HK$33,000.
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32.

For the year ended 31st December, 2003

CONNECTED AND RELATED PARTY
TRANSACTIONS DISCLOSURES
(continued)

Notes: (continued)

(h) In accordance with an agreement dated 1st
January, 2002, Oncapital agreed to pay a
management fee to the Group for the
provision of general administrative services,
in which the management fee was charged

on the actual costs incurred by the Group.

(i) 3togo.com Limited is a wholly-owned
subsidiary of 3togo Globalcom Limited, an
associate of the Group.

Details of the Group’s outstanding balances with
the related parties are set out on the consolidated
balance sheet on page 35 and notes 15 and 18

respectively.
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el

WELREH

Name of subsidiary

KEEXBRAF
Ever Honest Industries
Limited

EXBRAA
Good Cheers Limited

Grand Vista Investments
Limited *
BREREHRERAH
(ffix1)

Harbin Gaomei Printing
Company Limited (note 1)

Kith Commulink Limited *

BRESERAR
Kith Credit Limited

EHEFERAA

Kith Electronics Limited

Kith Limited *

ZE=F+_A=+—H &2
IZHBRARMZERMT :

AR/
B

Place of
incorporation/
registration

&b
Hong Kong

BB
Hong Kong

AERAES
British Virgin Islands

P E

PRC

AERAES
British Virgin Islands

BB
Hong Kong

BB
Hong Kong

RERAES
British Virgin Islands

i
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Particulars of the principal subsidiaries of the
Company at 31st December, 2003 are as follows:

BRETRAR
LERRAE/

i AR 2

Issued and

fully paid
ordinary

share capital/
registered capital

28T
HK$2

28T
HK$2

AXT
uss4

2,500,000 7T

US$2,500,000

1%
Uss$1

4B T
HK$4

4B T
HK$4

AXT
uss4

BRT/EMREELL

Percentage of issued/
registered capital

ARR/ Z:3 3
WEA RS s
Held by  Attributable

the Company/ to the
subsidiaries Group
% %

100 100

100 100

100 100

100 100

100 100

100 100

55 55

55 55

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

BREEERAAF

TEEH

Principal activities

REERK

Investment holding

REER
Investment holding

REER
Investment holding

HRRRERRER

Printing and
manufacturing of
packaging products

REER
Investment holding

A 15 R

Provision of
financial services

DEETEH
Distribution of
electronic components

REER
Investment holding

“ERR=FEH
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AR/

HEAFEHE B

Place of
incorporation/

Name of subsidiary registration

BERREARAA b

Kith OE Limited Hong Kong
BRERERAR &b

Kith Resources Limited Hong Kong
ERBEERAA BB

Kith Supplies Limited Hong Kong
Prime View Investments RERAES

For the year ended 31st December, 2003

BRETRAR
LERRAE/
AMBRE

Issued and

fully paid
ordinary

share capital/
registered capital

BR/EMRABIL  TEEE

Percentage of issued/

registered capital Principal activities

Limited *

ZRRARKIRARAA
(Kit1)

British Virgin Islands
h

Yunnan Qiaotong Package PRC
Printing Co., Ltd. (note 1)
ERBRIR RS i
BRAR (HH2)
(note 2) PRC

# FEARA(MEFEFRETBEZ
R B R EEB 2R
Al e

2 7 B £ 7 A Kith Limited 2 35 -
it 7 BT E A S 1 R 2 R
7 o

KITH HOLDINGS LIMITED = ANNUAL REPORT 2003

ARR/ r5E
WEA RS FE
Held by  Attributable
the Company/ to the
subsidiaries Group
% %
48T 100 100  HEEE
HK$4 100 100 Leasing of assets
48T 100 100 AEERA
A %R
HK$4 100 100 Provision of financial
services to group
companies
4B 100 100 AHEEbER
HK$4 100 100 Distribution of
miscellaneous
products
AXT 100 100  REEK
Uss4 100 100 Investment holding
18,000,000% T 60 60 HRRREBRER
S$18,000,000 60 60 Printing and
manufacturing of
packaging products
AR #830,0007C 70 42 REER kR RS
RMB830,000 70 4 Provision of printing
and design services
# Companies operate principally in Hong Kong

instead of in their respective places of
incorporation/establishment.

The Company directly holds the interest in Kith
Limited. All other interests above are indirectly held
by the Company.
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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 year or at any time

during the year.

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

length.

BREEERARZTT=FF§



