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The Directors have declared the payment of an interim cash dividend
of HK1.5 cents per share for the six months ended 30th June, 2004
payable on or about 25th October, 2004 to shareholders whose
names appear on the Register of Members of the Company on Tuesday,

12th October, 2004.

The Register of Members of the Company will be closed from
Wednesday, 6th October, 2004 to Tuesday, 12th October, 2004
[both days inclusive) during which period no transfer of shares will be
registered. All transfers of shares accompanied by the relevant share
cerfificates, must be lodged with the Company's branch share registrar
in Hong Kong, Abacus Share Registrars Limited, G/F Bank of East
Asia Harbour View Center, 56 Gloucester Road, Wanchai, Hong
Kong not later than 4:00 p.m. on Tuesday, 5th October, 2004.

Satisfactory Operation Results

For the six months ended 30th June, 2004, the Group's total turnover
was approximately HK$544,179,000, maintaining the same level as
compared fo the corresponding period in 2003. Net profit before
taxation from the packaging printing business, the Group's core
business, accounted for approximately 92.1% of the net profit for the

six months ended 30th June, 2004, amounted to HK$40,761,000.

The turnover from packaging printing business for the six months ended
30th June, 2004 amounted to HK$191,180,000, representing a
slight increase of 0.1% compared to the same period last year. In
spite of the general increase in paper costs, during the period under

review, the Group maintained its gross profit margin at approximately

28%.

Profit attributable to shareholders were approximately HK$22,678,000
for the six months ended 30th June, 2004. This represents an increase

of approximately 6.1% as compared to the corresponding period in

2003.
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Market Overview

Despite the austerity measures implemented by the PRC Government,
the gross domestic product growth rate in the PRC has not been
deterred and remains strong ot approximately 9.8% in the first half of
2004. The Company is optimistic that the consumer market will remain
robust in the coming future. The demand for medium to premium
quality consumer goods will rise, along with the general increase in

living standards in the PRC.

In the first half of this year, tobacco output in the PRC was 18,943,000
master carfons, representing an increase of 2.9% over the same period
of last year. The indusirial and commercial profits and taxes rose
15.4% to approximately RMB100,000,000,000. This rise is
affributable to the government policies in the PRC, for developing the
fobacco industry, moving fowards medium to premium grade fobacco.

The PRC market will offer enormous opportunities for the Group.

Sophisticated Production Facilities and Printing Technique

During the period under review, to further enhance ifs offset printing
capabilities, the Group contracted the installation of another offset
printing machine in Yunnan production plant. The installation is expected
fo be completed by the end of 2004. In addition, the Group contracted
a rotogravure machine for printing operations at the new plant in
Anhui Province in July 2004. Installation is expected to be complefed
in next year.

Furthermore, the introduction of the new printing fechnique in
combination with other printing techniques, such as gravure, offset,
flexo and ultraviolet will enable the Group to maintain its
competitiveness in the market.

Distribution and Investment Businesses

During the period under review, turnover from the distribution and
investments was approximately HK$352,999,000, being
approximately the same level as compared fo the corresponding period
in 2003. 70.2% of total turnover from this category was from the
distribution of electronic and computer components, while the balance

was from distribution of mass merchandise, mainly marine fuel oil.

However, during the period, the overall distribution business suffered
due fo an intense competition in the electronic and computer
components markets, and oil price fluctuations caused by the effect of
post US-lragi War and the tense situation in the Middle East.
Furthermore, the Group continued to adopt a prudent inventory policy
fo mitigate business risks. As at 30th June, 2004, the inventory amount
of distribution business was HK$15,688,000.
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Human Resources Development

As at 30th June, 2004, the Group employed a total of over 800
employees. Most were hired by the Group's production plants in the
PRC.

In order to enhance career development among the employees, the
Group provides a variety of in-house training programmes in areas
such as sales management, supervisory skills and production

management.

Future Prospects

Amid the austerity measures in the PRC and the tense situation in the
Middle East in first half of 2004, the growth rate of PRC's gross
domestic product in 2004 is expected fo be over 9%. The management
is optimistic that the demand for high quality tobacco and consumer
products, the main market segments of the Group, will be growing
fremendously, along with stable economic growth and improving living
standards in the PRC. In order fo seize the opportunity, the Group will

focus on the followings:

New Production Base in Anhui

The Company entered into an agreement for the establishment of a
sino-foreign equity joint venture [the “New Joint Venture Company”) in
Anhui Province in June 2004. The business scope of the New Joint
Venture Company includes designing, manufacturing and operating
sale for printed packaging products and printed materials. The total
investment and registered capital of the New Joint Venture Company

is US$12,800,000 and US$6,380,000 respectively.

Based on the existing production figures and orders from existing
customers of the PRC pariner, the New Joint Venture Company is
expected fo have production capacity of 400,000 master cartons of
tobacco packaging products in one year after the setfing up of the

new production facilities.

Continvous Capital Invesiment

Besides the additional offset printing machine, in order to reinforce
the offset printing capability and to maintain its competitive edge by
streamlining its production flow, the Group will continue to invest in
new machines and research and development of the application of
mixiure printing techniques, with an aim to further enhance the Group's

distinctive anti-counterfeit capability.
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Name of director

FHS RS (FFE)
M:r. Hui King Chun, Andrew [Note|
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Capacity

Expanding Operating Scale and Market Coverage

In addition fo the continuous capital investment in ifs existing production
plants and the New Joint Venture Company in Anhui Province, the
Group will continue to seek opportunities for establishing production
facilities in other regions of the PRC to increase national coverage
and to broaden its customer base.

Maximise Shareholders” Value

The Group applies flexible and aggressive marketing and investment
strategies fo maximise shareholders’ value. The Group has been
committed to achieving longferm growth, by generating various revenue
sources and searching for good business opportunities, in order to
maximise shareholders” value. The Group will continue to engage in
distribution business and look for other investment opportunities in a
prudent manner.

The Group has maintained a stable financial position for the period.
As at 30th June, 2004, the net debt to equity ratio (Interest bearing
liabilities less cash/Shareholders’ equity plus minority inferests) was
increased from 31.9% to 50.6%. The interest coverage ratio of the
Group's eamings before net interest, tax, depreciation and amortisation
[EBITDA) to net interest expenses was substantially increased from
12.6 times to 20.7 times. The available cash on hand was increased

from HK$86,693,000 to HK$110,995,000.

As at 30th June, 2004, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares
and debentures of the Company or any associated corporation [within
the meaning of Part XV of the Securities and Futures Ordinance (the
"SFO")) which were required to be notified to the Company and The
Stock Exchange of Hong Kong Limited [the “Stock Exchange”] pursuant
fo Divisions 7 and 8 of Part XV of the SFO [including interests and
short positions which they are taken or deemed to have under such
provisions of the SFOJ, the Model Code for Securities Transactions by
Directors of listed Companies and which were required to be entered
into the register required fo be kept under section 352 of the SFO
were as follows:

514 BEREREZZRHBE (FR)

Number of shares

FriEEEE D

interested (Long position) Percentage interest

WEREARE
Held by Trust

199,500,000 74.7%



MiEE : % 199,500,0008% B 1 /5 LA B3 Basab Inc. (#E A The
Basab Unit TrustZ 558 A) 2 E A 2 A A Accufit
Investments Inc.Z &5 B 72 © The Basab Unit TrustJ3 B
Guardian Trustee LimitedfE BIEEAZ 2 EETER 2
BAERES  EXBARTERTEZREKE »

BREXHAWREEN  MEEFIARAEIRITHRAER
AnE HEAEBOEE (EE R E R BEHHISE XVE)
2B - HERN REFTHRAEREES KPS GHE
XVERF7 2 5 870 B /A A G AN A B R Bt 2 P 2 (] i 22 %
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Note: The 199,500,000 shares are registered in the name of Accufit
Investments Inc., which is 100% owned by Basab Inc. as frustee of
The Basab Unit Trust. The Basab Unit Trust is a unit trust owned by
Guardian Trustee Limited as frustee of a discretionary trust, the
beneficiaries of which are the family members of Mr. Hui King Chun,

Andrew.

Save as disclosed above, none of the directors or chief executive of
the Company had any interests and short positions in the shares,
underlying shares and debentures of the Company or any associated
corporation [within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they are taken or deemed to have under
such provisions of the SFOJ, the Model Code for Securities Transactions
by Directors of Listed Companies and which were required to be
entered info the register required fo be kept under section 352 of the

SFO.

As at 30th June, 2004, so far as is known to the directors and the
chief executive of the Company, the following persons (other than a
director or chief executive of the Company| had an interest or short
position in the shares and underlying shares as recorded in the register

required to be kept under section 336 of the SFO.

BEEHEZEZ

=1 REQNEzEH B 8E (F8) it EEE D
Number of
shares inferested

Name Interest in the Company (Long position) Percentage interest

Basab Inc. (MI5E)
Basab Inc. [Note)

Guardian Trustee Limited (H5E)
Guardian Trustee Limited [Note)

MisE © §%199,500,0008% i% 13 J5 MA B Basab Inc. (fE & The
Basab Unit TrustZ 5t A) 2 & A 22 8] Accufit
Investments Inc. Z % #& & & ° The Basab Unit TrustJ3 A
Guardian Trustee limitedfE BAETAZ 2 EERAHBZ
BAEAES  TRREEZREKBIZ2HEET
ZRBEA

ErREARELD

Trustee Interest

199,500,000 74.7%

EREARELD

Trustee Interest

199,500,000 74.7%

Note: The 199,500,000 shares are registered in the name of Accufit
Investments Inc, which is 100% owned by Basab Inc. as frustee of
The Basab Unit Trust. The Basab Unit Trust is a unit trust owned by
Guardian Trustee Limited as frustee of a discretionary trust. The family
members of Mr. Hui King Chun, Andrew, are the beneficiaries of the
discrefionary trust.
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KitH HOLDINGS LIMITED
BREEBFRZI

BRENHIHEEEN  RZZENFAA=Z1+H HEZ Save as disclosed above, the directors and the chief executive of the

BRARFRZEBTHRAEMA  BEEGAL (EFHA Company are not aware that there is any person [other than a director

ARZEBTHAEBRINRA QR Z R KB N H or chief executive of the Company) who had an inferest or short

BERBEEFRPERAEIKRFEZECMACE position in the shares and underlying shares of the Company as at

BRKR © 30th June, 2004 as recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE

COMPANY’S LISTED SECURITIES

ARNFREAAMERATREE - EENEAA=TH During the six months period ended 30th June, 2004, neither the
FARAHEEAN  MESERBEALT Y M FHE Company nor any of its subsidiaries purchased, sold or redeemed any
® o of the Company's listed securities.

%o CORPORATE GOVERNANCE

m

ARFREE—ETWEAA=THIFAEABENY During the six months period ended 30th June, 2004, the Company
E—EHERBR RN 4FE T SEEASTE - Y has complied with the Code of Best Practice as set out in Appendix

EHTEE S EELEIETES - BERBEAAT Y 14 of the Listing Rules, except that the non-executive directors are not
NRBBIES/IET BT  BEANTIZBREBEAS | appointed for specific terms. They are subject to retirement and re-
BARSIE o election at the annual general meefing of the Company in accordance

with Article 87 of the Company's Bye-laws.

16.

ERZEEREE AUDIT COMMITTEE

ERLZEeCHAEEBRALERAZ SRR E The Audit Commitiee has reviewed with management the accounting
AR WEREE  AFEERMEERSET principles and practices adopted by the Group, and discussed auditing,
(PREEFACEZZHHER ETHH - infernal control and financial reporting matters including the review of

the unaudited interim financial statements.

EE8g BOARD OF DIRECTORS

RAREAE KA ETeREREHTESHL As af the date of this report, the Board of Directors of the Company is
RESE ELBRLEE  HFEBBLE  THELCEE A comprised of Mr. Hui King Chun, Andrew, Mr. Yau Chau Min, Paul,
EERTEELE  MBUFNTEZNANRELE Mr. Hui Bin long, Mr. Li Chun Ren, Mr. Zhou Jin, Mr. Wang Feng
RREHTE - Wu as executive directors, Mr. lam Ping Cheung, Andrew and Mr.

Ng Chi Yeung, Simon as independent non-executive directors.

EEEEH By Order of the Board

R R Hui King Chun, Andrew

FE Chairman

E#& . —EEMEAA-+—AH Hong Kong, 21st September, 2004
o -2 2 W o4h OB R
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