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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 Limited (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 36.

In 2004, the Hong Kong Institute of Certified Public
Accountants issued a number of new or revised
Hong Kong Accounting Standards and Hong Kong
Financial Reporting Standards (hereinafter
collectively referred to as “new HKFRSs”) which
are effective for accounting periods beginning on
or after 1st January, 2005. The Group has not early
adopted these new HKFRSs in the financial
statements for the year ended 31st December,
2004.

The Group has commenced considering the
potential impact of these new HKFRSs but is not
yet in a position to determine whether these new
HKFRSs would have a significant impact on how
its results of operations and financial position are
presented. These new HKFRSs may result in changes
in the future as to how the results and financial

position are presented.
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F[E For the year ended 31st December, 2004

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 the 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 intercompany 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.

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.
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Negative goodwill represents the excess of the
Group’s interest in the fair value of the identifiable
assets and liabilities of a subsidiary at the date of

acquisition over the cost of acquisition.

Negative goodwill is presented as deduction from
assets. To the extent that such negative goodwill
is attributable to losses or expenses anticipated at
the date of acquisition, it is released to income in
the period in which those losses or expenses arise.
The remaining negative goodwill is recognised as
income on a straight-line basis over the remaining
average useful life of the identifiable acquired
depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the
acquired identifiable non-monetary assets, it is

recognised in income immediately.

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

amortisation and accumulated impairment losses.

Property, plant and equipment, other than
construction in progress, 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.
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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.

Depreciation and amortisation are provided to write
off the cost or 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:

o 5 R #E B R EF

Land use rights Over the term of the land use rights

BF BREBLIMEREFHH2F (UBREERE)

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

TR B5 Ko % 2% 4% —20%

Plant and machinery 4% - 20%

EE 20%

Motor vehicles 20%

MAERE 20%

Office equipment 20%

BELEAEZR B NDREKE
ZEERREEzZEFAKER
N-BEREEZEMBBRELERE
AEESREREAG -

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
or retirement.

416) BREBER A A
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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.

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 Statements of
Standard Accounting Practice (“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 under that SSAP.

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.

Service income is recognised when services are

provided.

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

over the period of the respective leases.

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

taxable profit nor the accounting profit.
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Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and an associate, 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 is 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 Mandatory Provident Fund Scheme
and state-managed retirement benefit schemes are

charged as an expense as they fall due.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)
Foreign currencies

Transactions in foreign currencies 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.

On consolidation, the assets and liabilities of the
Group's foreign subsidiaries 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.

KITH HOLDINGS LIMITED @
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O

4., EHXZE 4.  TURNOVER
EEBDEFAD KR ER 2 RIEF Turnover represents the net amounts received and
BT receivable during the year and is analysed as
follows:
—ETNE —EE=F
2004 2003
FTERT FAT
HK$'000 HK$'000
HESm Sale of goods 1,185,407 945,776
RIS BRI E Interest income from the provision
NN of financial services 2,038 359
BIELEHLY 2HE Rental income under operating leases
MBS RA in respect of plant
and machinery 1,086 1,073
1,188,531 947,208

C)rarmaran
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HIEFE  For the year ended 31st December, 2004

For management purposes, the Group is currently

organised into two operating businesses — printing

and manufacturing of packaging products, and

distribution of products. These businesses are the

basis on which the Group reports its primary

segment information.

Segment information about these businesses is

presented below:

2004
DRREE
BEER PHER it
Printing and
manufacturing of  Distribution
packaging products of products Others
TER TER TER
HK$'000 HK$'000 HKS'000
TURNOVER 329,802 855,605 3,124
RESULT
Segment result 11,797 22,933 332

Interest income
Net unallocated corporate expenses

Profit from operations

Finance costs

Share of result of an associate

Gain on deemed disposal of an associate

Profit before taxation
Taxation

Profit before minority interests
Minority interests

Profit attributable to shareholders

KITH HOLDINGS LIMITED

e

Total
THEx
HK$'000

1,188,531

95,062
4,168
(13,817)

85,413

(10,188)
(8,548)
4,237

70,914
(9,361)

61,553
(20,614)

40,939

53
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EXRHEDE (&)

XKD (E)

gy

BUSINESS AND GEOGRAPHICAL

SEGMENTS (continued)

Business segments (continued)

ORREE
BEER FHER Hih ok
Printing and
manufacturing of  Distribution
packaging products of products Others Total
TER TERL TER TERL
HK$'000 HK$'000 HK$'000 HK$'000
EEGER BALANCE SHEET
E ASSETS
PEEE Segment assets 595,020 275,94 83,050 954,011
REERA B Interest in an associate 21,433
REB LERE Unallocated corporate assets 5,779
GEBEE Consolidated total assets 981,223
8% LIABILITIES
PEEE Segment liabilities 55,191 75,041 136 130,368
REB LEEE Unallocated corporate liabilities 371,880
GEBAR Consolidated total liabilities 502,248
At gs OTHER INFORMATION
BEAMRY Capital expenditures 46,921 244 1,235 48,400
TERESR Depreciation and amortisation 18,475 25 1,596 20,096
HEEH Amortisation of goodwill 2,304

C)rarmaman
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SEGMENTS (continued)

Business segments (continued)

—EE=fF 2003
AR EE
BEER PHEER i ek
Printing and
manufacturing of Distribution

packaging products of products Others Total
TAL TER TAL TER
HK$'000 HK$'000 HK$'000 HK$'000
EXE TURNOVER 371,239 574,537 1,432 947,208

Ed RESULT
BEEL Segment result 91,903 7,954 (854) 99,003
F B YA Interest income 1,492
FEEZOETHEE  Netunallocated corporate expenses (8,777)
g2 R Profit from operations 91,718
BEKA Finance costs (10,253)
ERBENAEE Share of result of an associate (5,109)
B B AR A Profit before taxation 76,356
Az Taxation (12,026)
Rt DBREER ZEH  Profit before minority interests 64,330
PERRER Minority interests (29,070)
BE R Profit attributable to shareholders 35,260

KITH HOLDINGS LIMITED @
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For the year ended 31st December, 2004

5. ¥BRHESE (F) BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
E¥X%o%E (&) Business segments (continued)
SR R A E
AREM AHEM At &%
Printing and
manufacturing of Distribution
packaging products of products Others Total
TAR TET TAT TEL
HK$'000 HK$'000 HK$'000 HK$'000
EEEMER BALANCE SHEET
EE ASSETS
PEEE Segment assets 554,969 115,528 35,201 705,698
R R AT ER Interest in an associate 25,744
REBOEEE Unallocated corporate assets 2,529
GEBEE Consolidated total assets 733,971
8% LIABILITIES
PERRE Segment liabilities 62,446 7,591 225 70,262
REB OEEE Unallocated corporate liabilities 242,043
ReBAak Consolidated total liabilities 312,305
Hit g s OTHER INFORMATION
ERMRY Capital expenditures 7,687 = 298 7,985
FEREH Depreciation and amortisation 18,786 = 1,616 20,402
HERH Amortisation of goodwill 2,304

1!’1%QSEE?EW AN
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TRFINAKEZMET S (TwE
. BRIS HR) By 2 SHERR

EP PRC

BB Hong Kong
&M Europe
I Singapore
A Others

REB EESH Unallocated corporate expenses

LA Profit from operations

HE-ZZMFE+-_A=F+—HIEFE Forthe year ended 31st December, 2004

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:

Ei i H 5 REHR
BozHENRE Z B i
Sales revenue by Contribution to
geographical market profit from operations
ZZENFE —TT=F “2EME  —TE=F
2004 2003 2004 2003
TET TET TER TET
HK$'000 HK$'000 HK$'000 HK$'000
732,206 634,400 78,399 95,120
353,982 268,440 4,105 3,489
96,823 17,983 12,558 239
- 22,576 = 95
5,520 3,809 - 60
1,188,531 947,208
(9,649) (7,285)
85,413 91,718

KITH HOLDINGS LIMITED (57
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5. XBRHEESE (&) 5. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
i 5 5 (&) Geographical segments (continued)
LATE"*EQEZEE@@&%¥ - The following is an analysis of the carrying amount
RBZANEREEMEZ T of segment assets and additions to property, plant
B D2 and equipment, analysed by the geographical area

in which the assets are located:

TREEZ ME - BRER
BREE REZRE

Carrying amount Additions to property,
of segment assets plant and equipment
“BEME  _TT=F “2EME  —TT=F
2004 2003 2004 2003
TET TEL TET TET
HK$'000 HK$'000 HK$’000 HK$'000
H PRC 702,132 637,239 46,928 7,687
&8 Hong Kong 216,499 63,924 1,236 298
BM Europe 44,955 3,576 236 =
N Singapore - 4,490 = =
Hit Others 16,324 24,354 - -
979,910 733,583 48,400 7,985

C)rarmanman
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6. PROFIT FROM OPERATIONS

/m
—EEONF —EE=F
2004 2003
FExT FAET
HK$'000 HK$'000
KERNE MR Profit from operations has been
T3IEAE : arrived at after charging:
BIXRA (B Staff costs including
BEEME) directors’ emoluments 27,950 27,591
B AKAE F 5T 84 50 Retirement benefits scheme
(BREEZ=FH®H contributions (including
contributions to directors) 4,402 3,954
8 TR Total staff costs 32,352 31,545
% SR B Auditors’ remuneration 700 740
W - e RRE Depreciation and amortisation
YT E K g of property, plant and equipment 20,096 20,402
W EE A and after crediting:
BEEEBEZRA Released of negative
(BRERHEAM goodwill to income
LW AN) (including in other
operating income) 189 -
F B WA Interest income 4,168 1,492

KITH HOLDINGS LIMITED
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mh & B A 7. FINANCE COSTS
—EENEF —EET=F
2004 2003
FTER FAT
HK$'000 HK$'000
FEETF B - Interest on:
RITEE AR Bank borrowings wholly repayable
TFERNEHEE within five years 9,202 9,399
HuER AR Other loans wholly repayable
hERNEZHEE within five years 986 854
10,188 10,253
FELE & R B RE 8. SHARE OF RESULT OF AN ASSOCIATE
—EENF —EE=F
2004 2003
FET FAET
HK$'000 HK$'000
FE (L& N A 18 Share of loss of an associate (6,244) (2,805)
EuWEmeEE 2 Amortisation of goodwill arising on
EEEESS (Mfat15)  acquisition (note 15) (2,304) (2,304)
(8,548) (5,109)

%Jﬂ;‘ﬁﬁﬁﬁﬂﬂ
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EEREEZCHE 9. DIRECTORS’' AND EMPLOYEES’
EMOLUMENTS
S Directors
—FTHF —TE=F
2004 2003
FE T FHET
HK$'000 HK$'000
we Fees:
HITES Executive directors 276 276
BYEMITES Independent non-executive directors 180 160
456 436
HEMe Other emoluments:
HITESE Executive directors
e kHAMEF Salaries and other benefits 1,308 1,429
RIRES Performance related incentive
payments 18 52
BRI FIE 8 Retirement benefits scheme
contributions 24 45
1,350 1,526
1,806 1,962
ELEAMEFERN BUEZZME The emoluments of each of the directors were less
#>71,000,000/ 7T © than HK$1,000,000 for both years.

KITH HOLDINGS LIMITED
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O % B M# & Notes to the Financial Statements
O

9. EBKREEZ#ME (&) 9. DIRECTORS' AND EMPLOYEES'
EMOLUMENTS (continued)
== Employees
FRUSsHFHcALF WA (ZE The five highest paid individuals include two (2003:
T=F M) RES  HEFBFET two) directors, details of whose emoluments are
HREX - BRT=(ZET=F: = set out above. The emoluments of the remaining
) ZEBMIT - three (2003: three) individuals are as follows:
—E2ENEF —TE=F
2004 2003
FTERT FHET
HK$'000 HK$'000
HFekHEMBER Salaries and other benefits 1,417 1,392
~ERS Performance related incentive
payments 58 36
RORAR A AT 81K Retirement benefits scheme
contributions 36 36
1,511 1,464
TLEAMEFEAN - AfiZEEH A The emoluments of each of the five highest paid
T Z2Me&A19471,000,0008 T ° individuals were less than HK$1,000,000 for both
years.
HE_ZZ-FR-_ZTTNF+=A During the years ended 31st December, 2003 and
=T—BLEFE  AEEHER DG 2004, no emoluments were paid by the Group to
BEeFMzc AL (REES) M the five highest paid individuals, including directors,
T EARBEEMBEAREB AR MNER as an inducement to join or upon joining the Group
SERZEE  HAERULZEEE - or as compensation for loss of office. In addition,
o HE B =FR_TFTNF during the years ended 31st December, 2003 and
+TZA=F+—HLFE BEES=EMW 2004, no directors waived any emoluments.

REMME -

@ rarmarsa
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BE B M} 5= Notes to the Financial Statements

@)

BiIE 10. TAXATION
—EEME —ET=F
2004 2003
FTHER FAT
HK$'000 HK$'000
HIERE The charge represents:
BN HARE IR Current tax:
BENEH Hong Kong Profits Tax 398 58
HEPEMRSER PRC Enterprise Income Tax 8,013 11,663
Hip AR Other jurisdictions 136 =
8,547 11,721
B ERET PRC Enterprise Income Tax:
RAFEBRE Underprovision in prior years 9 95
8,556 11,816
B IE (B at27) - Deferred tax (note 27):
KEE Current year 805 210
HAABRENEB AR Taxation attributable to the
FTEE & 2 BiTE Company and its subsidiaries 9,361 12,026

EBFER B EF NG ERRE
FME175% (ZEZFT=F : 17.5%) 2
REHHE o

FEREEMEHRLREEG B BQ
AARZERREFE -

Hong Kong Profits Tax is calculated at 17.5%
(2003: 17.5%) of the estimated assessable profit

for the year.

PRC Enterprise Income Tax is calculated at the

applicable rates relevant to the PRC subsidiaries.

HE-ZZMFE+-_A=F+—HIEFE Forthe year ended 31st December, 2004 O

KITH HOLDINGS LIMITED
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TEME+-_B=+—H

RETEEREMRE AEEHE
TRKEEBZETHEBRRAEERL
BEBZEEENFEEREAMEANT
ERREMTEEEMREHR - Hi&R=
FRIELBRR2HANTEEEMS
B e

EHEEREDNREBRAR([EEGE
BEBECE ZRERPR_ZTET
FlEim o A - RIBE M TR %
Hz#X ZEEREECEEDHE
RABAIERERERMAEPE]Z
— o it EEBREBELERNRE
EZETNMEF+A=+—HIE ' &
PEREFCEMEHNEI5%RN -

HEBERLTA

F[E For the year ended 31st December, 2004

Pursuant to the relevant laws and regulations in
the PRC, certain of the Group’s PRC subsidiaries
are entitled to exemption from PRC Enterprise
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

Enterprise Income Tax for the following three years.

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 Enterprise Income Tax rate of 15%

up to 31st December, 2004.



FABAX LA RS

HERMT -

B T Al

REAHE33%
(ZTT=F :33%)
SEMBE

BARBBA
IHBTE

A %
BT E

ABATIBER
BB E

i3 - UNSES
ZHBYE

BYHERBAF
BBRezE

ERABRAREEE
ZEA

REM A ERELYE
ZHBARZBH®
EREIYE

TERETR

FRZHAX M

BE-FENS+

W2k 2R 20 A

the profit per the consolidated income statement

as follows:

Profit before taxation

Tax at the applicable tax
rate of 33%
(2003: 33%)

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 for the year

A=+

HIEFE  For the year ended 31st December, 2004

—gTmE
2004
T
HK$°000

70,914

23,402

(3,056)

935

600

2,061

(12,848)

(1,773)

31

9,361

The tax charge for the year can be reconciled to

| |
Al
At
[1]
o

2003
TAT
HK$'000

76,356

25,197

(7,917)

5,323

2,408

925

(13,720)

(228)

(57)

95

12,026

KITH HOLDINGS LIMITED
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11.

ZEMFE+=A=+—HIEFE Forthe year ended 31st December, 2004

i B DIVIDENDS
—EENEF —FEF=F
2004 2003
TERT FET
HKS$’'000 HK$'000
HHIAR B Interim dividend — HK1.5 cents
— S 1.5% 1 (2003: HK1.5 cents) per share 4,015 3,994
—TE=F
1.578 1)
NEAAR B Final dividend — HK3.5 cents
— 8 3.5% 1l (2003: HK3.5 cents)
—ET=F per share 9,369 9,347
3.5% 1)
R RII E Special dividend — HK3.0 cents
— & i&3.0% 1 (2003: HK3.0 cents)
—ET=F: per share 8,031 8,012
3.0% 1)
21,415 21,353

EXZgEaRE _STHFREAERER
3.5 M1l B 5B B 8 Ak 3.08 4l -
HDAFRRENSRITZRRBSF
RE LR - TAEE -

G rarmanraa

The 2004 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 the shareholders in the forthcoming

annual general meeting.
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HE-ZZMFE+-_A=F+—HIEFE Forthe year ended 31st December, 2004 O

12. 8RER 12. EARNINGS PER SHARE
RNEEZ2EBREAREERNTIRE The calculation of the basic and diluted earnings
NTHEBEHFE - per share for the year is based on the following

data:
—EENE —ET=F
2004 2003
TER FET
HK$'000 HK$'000
FREXEFMZEF]  Earnings for the purpose of basic
earnings per share 40,939 35,260
BREREHNZ Weighted average number of
T AR e ordinary shares for the
T8 purpose of basic
earnings per share 267,300,552 266,185,705
BEETLER Effect of dilutive potential
-2 - ordinary shares
— BIHERE - warrants 5,635,240 18,869,281
BREFRMNZ Weighted average number
TR e of ordinary shares for the
THE purpose of diluted earnings
per share 272,935,792 285,054,986

KITH HOLDINGS LIMITED
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13. W1 - BN RE 13. PROPERTY, PLANT AND EQUIPMENT
t#ER BE BAE B
e R#zE =L RE IE @t
Land and Plant and Motor Office  Construction
buildings ~ machinery vehicles  equipment in progress Total
i i Thn Thn T Tin
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
5 THE GROUP
BAESREE COST OR VALUATION
R-ZZME-A—F At IstJanvary, 2004 47,053 296,753 3,734 3,868 235 351,643
BN AT Currency realignment 5 316 3 3 = 374
YR R B YR Acquired on acquisition
of businesses 5,617 636 391 - 508 7.152
RE Additions 7,035 1,751 2,654 510 26,450 48,400
L3 Transfer = 26,158 = = (26,158) =
ERE Adjustment on revaluation (8,429) (24,350) (1,261) (2,049 = (36,089)
HE Disposals - - = (5) = (5)
R=ZBEME+=HF At 31st December, 2004
=t+-H 51,329 311,264 5,521 2307 1,035 371,476
R Comprising:
KAE At cost = = = = 1,035 1,035
e At valuation 51,329 311,264 5,521 2307 = 370,441
51,329 311,264 5,521 2327 1,035 371,476
TER#H DEPRECIATION AND
AMORTISATION
R-ZEME—F—F  Atlstlanuary, 2004 5,131 31,304 1,506 1,285 = 39,226
EXAE Currency realignment 5 33 1 1 = 40
FREE Provided for the year 2,456 16,232 642 766 = 20,09
B Eliminated on revaluation (7,592) (47,569) (2,149 2,049 = (59,359)
& i Eliminated on disposals = = - ) = ()
R-ZEmE At 31st December, 2004
+-ZB=+-H = = = = = =
FARE NET BOOK VALUES
RZBEME At 31st December, 2004
+=A=+-H 51,329 311,264 5,521 2,327 1,035 371,476
R-EE=F At 315t December, 2003
+-A=+-H 192 265,449 2228 2,583 235 312,417

ﬁlﬂiiﬁﬁﬁ&ﬂﬂ




13.

WX BBERRE (B)

AEBZ L REFHMNF B A
FHILHERERE o

AEBZLWRET - BE RSN
REWEAELEXGEEMTERERE
HEARAAEBRAAMEERER-F
ZNE+_A=+—HEHMGEE M
RERBHEFZHEREER _FF
ME+—_A=+—HEHMHKE £%
BRGZEHRABKCHABEEEHR
e

R-ZZTME+-_A=+—H » A&
BEEREERNLERMEAR
13,381,000 L (ZTT=F : #) Z
PHAET T FERAEEZTF

=
= °

BE B M} 5= Notes to the Financial Statements

@)

13.

Bl

t

PROPERTY, PLANT AND EQUIPMENT
(continued)

The Group’s land and buildings are situated in the
PRC and are held under medium-term land use

rights.

The Group’s land and buildings, plant and
machinery and motor vehicles were revalued by
Norton Appraisals Limited, an independent firm of
professional valuers, as at 31st December, 2004
on an open market value basis. Office equipment
was revalued by the directors as at 31st December,
2004 on the same basis. The Group’s share of
surplus arising on the revaluation has been credited

to the asset revaluation reserve.

As at 31st December, 2004, the Group is in the
process of obtaining land use right certificates for
medium-term leasehold land with an aggregate
carrying value of HK$13,381,000 (2003: Nil).

ZEMFE+ A=+ —HIFE Forthe year ended 31st December, 2004 O

KITH HOLDINGS LIMITED
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HAREZYE  KERRE (TR
EETE) DRKAERRETELE
HIRR - BIE - BB RREREN

575 KB

THRET Land and buildings
B R e Plant and machinery
BH Motor vehicles
LN Office equipment

BWEREERERBELCEROMmMBES
UHBESBAZEE  ZFEEZ
418 56,604,000 T (ZTET=F :
7,493,000/87T) - ZEFBEENRAKFE
ZIWEEBAAE1,152,0008C (=TT
=4 : 1,152,000 L) °

70) EREBAERAA

ZEMFE+=A=+—HIEFE Forthe year ended 31st December, 2004

Had the Group's 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:

“EERME —TT=F
2004 2003

2RNAE 2EME
RAE kR  RERE KAE kE®H  REFE

Accumulated Accumulated

depreciation depreciation
and  Net book and Net book
Cost amortisation values Cost  amortisation values
TER ThER ThR TR T TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
57,439 7,592 49,847 43,193 12,735 30,458
335,613 47,569 288,044 304,689 75,290 229,399
6,782 2,149 4,633 7,879 6,894 985
4,139 2,022 2,117 4,772 2,218 2,554
403,973 59,332 344,641 360,533 97,137 263,396

Plant and machinery includes assets carried at
valuation of HK$6,604,000 (2003: HK$7,493,000)
in respect of assets held for rental income under
operating leases. Depreciation charge in respect of
these assets for the year amounted to
HK$1,152,000 (2003: HK$1,152,000).
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ZE-TEMFE+A=+—HIFE Forthe year ended 31st December, 2004 O

14. RIBRAAZRE 14. INVESTMENTS IN SUBSIDIARIES
NN
THE COMPANY
—TEMER
—FEF=F
2004 & 2003
FHET
HK$'000
3E Rt Unlisted shares 44,088
FEETRD CEEEDRIBZENE The carrying value of the unlisted shares is based
A AIEAR R FUEEKIth Limited & & M on the values of the underlying net assets of the
BARR 2 EREEFEMEL 2MH subsidiaries when Kith Limited together with its
BEMEE ° subsidiaries were acquired by the Company.
ARARZEBEWNBARIR-_EZTNF Particulars of the Company’s principal subsidiaries
TZA=T—BZENEHRKME36 - at 31st December, 2004 are set out in note 36.

KITH HOLDINGS LIMITED @
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TME+=-A=+—HILFE Forthe year ended 31st December, 2004

i

2=

O’
O

15. REERT 2R~ EWEH 15. INTEREST IN AN ASSOCIATE/AMOUNT
P =h
ERFNE DUE FROM AN ASSOCIATE
TEE
THE GROUP
—EENF —EE=F
2004 2003
FET FET
HK$'000 HK$'000
EEaEFE Share of net liabilities (3,630) (5,756)
WEBE QA Z Goodwill on acquisition of
e (faF) an associate (note) 25,063 31,500
21,433 25,744
FE B 2 R B FRIE Amount due from an associate 12,690 11,680

D rarmaran
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BE B M} 5= Notes to the Financial Statements (@)

HE-_TTNF+-A=+—HILFE Forthe year ended 31st December, 2004 O

e NT 2R E W 15. INTEREST IN AN ASSOCIATE/AMOUNT

DUE FROM AN ASSOCIATE

(continued)

B2 K The amount due from an associate is unsecured,

interest-bearing and has no fixed repayment terms.

Note: The movements of the goodwill arising on

BT acquisition during the year are as follows:
FAET
HK$'000
REE THE GROUP
BAE COST
RZEE=FR-_TTMF At 31st December, 2003
+-A=+—8 and 2004 34,572
B AMORTISATION
RZZEZEWMF—-H—H At 1st January, 2004 3,072
FREH Charge for the year 2,304
R Sl NG 6 Eliminated on deemed
disposal of an associate 4,133
RZZETZNFEF+=-—A=+—H At 31st December, 2004 9,509
REFEE NET BOOK VALUES
RZZETZWFEF+=-—A=+—H At 31st December, 2004 25,063
R-EEZ=F+-A=+—H At 31st December, 2003 31,500

& B 7 1% & 387 3togo Globalcom The Group’s

investment

represents an

Limited ([3togol) (— MM =& & 2 #F
SR 2 AE]) #924.26% M 5% %
¥ o 3togoZ TEEXEK AIRHEMR
% o

BENtTLFHEAHEH -

approximately 24.26% 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.

KITH HOLDINGS LIMITED @



16. EHE 16. NEGATIVE GOODWILL
rEE
THE GROUP
FTET
HK$'000
HxE GROSS AMOUNT
FAWERMEELER Arising on acquisitions during
R-ZEZENMF+=A the year and balance
=+t—Hz&R at 31st December, 2004 5,186
BERA RELEASED TO INCOME
FABRERR_ZTZTHF Released in the year and balance at
TZA=+—BZ#&& 31st December, 2004 189
AR EFE NET BOOK VALUE
R-ZZEZEWNFE+ A At 31st December, 2004
=+—H 4,997
RZEZT=F+=A At 31st December, 2003
SEF=E =
BEEDREKENE QA EIN25%K The negative goodwill arose from the acquisition
BERKBEBMESL - AEFBEHN of 25% additional equity interest in a subsidiary
B 5E28 ° and the acquisition of a business as described in
note 28.
BB EFREEATEEE <Mt Negative goodwill is released to income on a

ERERAREREIBEEZRA -

ﬁlﬂiiﬁﬁﬁﬂﬂﬂ

straight-line basis over the estimated useful life of

the depreciable assets acquired.
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HE-ZZMFE+-_A=F+—HIEFE Forthe year ended 31st December, 2004 O

rE 17. INVENTORIES
rEE
THE GROUP
—ETNEF —TE=F
2004 2003
FTET FHET
HKS$’'000 HK$'000
R Raw materials 72,192 71,311
pe-Th Work in progress 12,051 17,959
BE5FE EKm Trading inventories and finished goods 8,678 14,726
92,921 103,996
RZEZNMFE+=—_A=+—H " ' FAH All inventories were carried at cost at 31st
FEHEKAMNE R_EZE=F+ December, 2004. At 31st December, 2003, raw
ZA=+—8 - §RAE3,148,000% 7T materials with a carrying amount of HK$3,148,000
ZREI R ERFEIER - were carried at net realisable value.

KITH HOLDINGS LIMITED @
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O ZEZZTNF+-RB=+—HILFE Forthe year ended 31st December, 2004

18. EWE=FEFZERIAKREM 18. TRADE AND OTHER RECEIVABLES

EWERM - ST REBENRIE FROM THIRD PARTIES, DEPOSITS AND
PREPAYMENTS
AEEBATHESXE Y BERTY The Group allows an average credit period of 30
H30HZ0EARE - ENE=ELE 5 to 90 days to its trade customers. Included within
EZXRHEMEWESZ T2 REMNZ trade and other receivables from third parties,
1B 63 FE W 2 5 B 2 45 44281.399,000 deposits and prepayments are trade receivables
BT (ZZT T =4 : 123,586,000/ balance of HK$281,399,000 (2003:
) BREBRYEBRSFOT HK$123,586,000), the aged analysis of this balance
is as follows:
—ZEENF —EE=F
2004 2003
FET FHET
HK$'000 HK$'000
60H K Within 60 days 197,486 66,363
61—90H A Within 61 — 90 days 35,633 39,373
90H A £ More than 90 days 48,280 17,850
281,399 123,586

%Jﬂs‘%ﬁﬁﬂﬂﬂ
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HE-_ZZMFE+-A=+—HIEEFEE Forthe year ended 31st December, 2004 O

BERALBERREZERRHE 19. TRADE AND OTHER RECEIVABLES
itz & U BR X FROM MINORITY SHAREHOLDERS
REBBTLERR ZBREHTHH The Group allows an average credit period of 30
30HZ90HTE - BRI HREE S to 90 days to the minority shareholders. Included
ERREMERERBEEKE SR within trade and other receivables from minority
/i)\muﬁﬁﬂ3,519,0007%7E(_i§ S 8 shareholders are trade receivables balance of
44,540,000 L) * BEGLH 2Rk D HK$13,519,000 (2003: HK$44,540,000), and the
o aged analysis of this balance is as follows:
—EEMEF —EET=F
2004 2003
F#& T FHET
HK$'000 HK$'000
60H A Within 60 days 11,693 24,611
61—90H N Within 61 — 90 days - 3,954
90H K £ More than 90 days 1,826 15,975
13,519 44,540
FEU (FEAT) BB 2 R IE 20. AMOUNT(S) DUE FROM (TO)

BRERAYEERR RREMHEX
AR REE EEKE -

SUBSIDIARIES

The amounts are unsecured, interest-bearing at

prevailing market rate and have no fixed repayment

terms.

KITH HOLDINGS LIMITED @
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O ZEZZTNF+-RB=+—HILFE Forthe year ended 31st December, 2004

21. ENESZRZAREMENE 21. TRADE AND OTHER PAYABLES

:%x
ENE SRR EEMENERBERE Included within trade and other payables are trade
& S ERAE£102,675,0008 7T (= payables balance of HK$102,675,000 (2003:
TE =4 : 57,759,00087T) B HK$57,759,000), the aged analysis of this balance
BRZEREDITAT ¢ is as follows:
—EEMEF —EE=F
2004 2003
FTERT FAT
HK$'000 HK$'000
60H A Within 60 days 90,435 41,152
61—90HWKN Within 61 — 90 days 192 2,391
90H M E More than 90 days 12,048 14,216
102,675 57,759

%Jﬂs‘%ﬁﬁﬂﬂﬂ



HE-ZZMFE+-_A=F+—HIEFE Forthe year ended 31st December, 2004

)

RITER
ERER B E K

DI
—BER ()
— 45 57

Y I T
— L HETHEE
L

o —FREE
JIEREBIE

Bank loans

Trust receipt loans

Other loans — interest bearing at

prevailing market rate

Analysed as:
— secured (note)
— unsecured

Within one year or on demand

More than one year but not
exceeding two years

Less: Amount due within one year shown

under current liabilities

Amount due after one year

rEME

THE GROUP
—EENF —ET=¢
2004 2003
FHT T
HK$"000 HK$'000
131.543 121’974
195,381 78,055
326,924 200,029
19,913 21,012
346,837 221,041
19,003 21,200
327,834 199,841
346,837 221,041
295,670 208,845
51,167 12,196
346,837 221,041
(295,670) (208,845)
51,167 12,196

EEREERRBEEHEITER
4 14,684,000 T (= 2=
=4 : 14,071,000 7T) ° %
EEFIRE R BE R RN
T AAREEREFEZ —
MEB ARz BEEERR - &
ZARFHRAE - BEARITHER
SEWES T ZERMIER 2
ERHZEE -

=113

g

Note: Included in secured borrowings are short-term
bank loans amounting to HK$14,684,000
(2003: HK$14,071,000) which are secured by
the assets of a subsidiary of the Company in
the PRC according to the terms of the relevant
loan agreements. No official collateral

agreements have been entered into between

the relevant banks and the Group up to the

date of this report.

KITH HOLDINGS LIMITED
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R-_EE=F+-_A=+—8H
kZFEEMFE—-H—H
TERBAEE (K72 (i)

=

RZZEETNF+-_A=+—H

Kiat

(i) BHE—
IEFE

3MA%216,800% °

ARSI -

(ii) HE-_FTTWOFE+-_A=+—H (ii)
1,438,00017 33 I 1 & 1%
2208 T2 BIRETE - BEXR
ARBTEREMBEI0EITLZE
FANBBETZ
REERZBEAERNESFE

LLFE -

3B A%1,438,0000% -

ZEET R

HEBERLTA

TE=F+=-A=+—H (i)
© 216,80017 R AR #E & 1%
2208 T2 BIREITE - BRER
NAEIBEITEREENIOE LT
FREBHTZR
MEERFZEARMESHEYE

F[E For the year ended 31st December, 2004

Ordinary shares of HK$0.10 each

Authorised:
At 1st January, 2003,
31st December, 2003
and 2004

Issued and fully paid:
At 1st January, 2003

Exercise of warrants (note (i)

At 31st December, 2003 and
1st January, 2004

Exercise of warrants (note (ii))

At 31st December, 2004

Notes:

respects.

respects.

B#7EE
Number of

shares

1,000,000,000

266,038,800
216,800

266,255,600
1,438,000

267,693,600

&5
Amounts

TET

HK$'000

100,000

26,604
22

26,626
143

26,769

During the year ended 31st December, 2003,
216,800 ordinary shares of HK$0.10 each in
the Company were issued upon the exercise
of 216,800 warrants at a price of HK$2.20.
The shares issued during the year rank pari
passu with the then existing shares in all

During the year ended 31st December, 2004,
1,438,000 ordinary shares of HK$0.10 each in
the Company were issued upon the exercise
of 1,438,000 warrants at a price of HK$2.20.
The shares issued during the year rank pari
passu with the then existing shares in all
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BEARAR_TE_FRA+HA
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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$0.10
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$2.20
per share, subject to adjustment, at any time from
the date of issue to 30th June, 2004 (both days

inclusive).

Details of the exercise of the Company’s warrants
during the years ended 31st December, 2003 and
2004 are set out in note 23. All unexercised

warrants expired on 30th June, 2004.

The Company’s share option scheme (the
“Scheme”) was adopted pursuant to the annual
general meeting of the Company held on 15th
May, 2002 for the primary purpose of providing
incentives to selected participants for their
contribution to the Group, and will expire on 14th
May, 2012. Under the Scheme, the Board of
Directors of the Company may grant options to all
directors of the Company (including independent
non-executive directors) and any full-time/part time
employees of the Group, and any participants 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.
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B8+ fEim 2 B B A A0 AT
- NBREHBRER E2gH
BERETERARITERE - TEED
BLIRTIAN=ZF2HRESE : ORD
REREREBRAERIM KT
B (O RBRER L BB a@E
RZBEBRIHA 2 FHARTE  Kii)
B ApE{E -

ZATEIBRRMPAR - WEB PR T X
R B & T o fE At -

BRHEBERALA

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.

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 Scheme since its adoption.
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&t 26. RESERVES
R 17 % B BEHER RE =T a5t
Share Contributed Retained
premium surplus profits Total
FTHET TAT THET THET
HK$'000 HK$'000 HK$'000 HK$'000
VN THE COMPANY
RZEE=F At 1st January,
—A—H 2003 86,574 31,584 - 118,158
BT D B Premium arising from
EEZRE issue of shares 455 - = 455
2 Transfer = (2,075) 2,075 -
AEEHF Net profit for
the year - - 19,222 19,222
TR A B B Dividend paid - - (21,297) (21,297)
RZZEE=F At 31st December,
+=-A=+—H 2003 87,029 29,509 - 116,538
BT D B Premium arising from
EEZRE issue of shares 3,020 = = 3,020
RE E i A Net profit for the year = = 28,332 28,332
iRlies Dividend paid - - (21,374) (21,374)
R-Z22NF At 31st December,
+ZA=+- 2004 90,049 29,509 6,958 126,516

KITH HOLDINGS LIMITED
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RRE BB IIHEKIith Limitedz
RERREENHARABAEAZ
RBERARARAE-NNANFETEE
EHEREAETABREBEMETZA
RABEM e MEMEZER °

REBRE-NN—FRRER (KE
7)) ARRZBHBHREAHDIK
AR ARBETIBER T A NRE
BRBHBEAZFIAT KSR MRS K
EHERI DK ¢

(@ MARAERIERMTRKRSE
ERAEEINPEMNZRE X

by HEEZAZREBEIRER
B BEBITRAEEGDER
ZHBF o

RZZEEMF+_A=1+—8 ' &2Q
AAHRRREBECEER
36,467,000 T (Z T F = & :
29,509,000/ 7T) °

BRHEBERALA

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.

The reserve available for distribution by the
Company to the shareholders as at 31st December,
2004 is HK$36,467,000 (2003: HK$29,509,000).



CERERESLKHEESDETERE
NRZEREZHBRAREREE
AR ERE - ABRBREN S D
R RIAMRKRYL - REFEIHEARK
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BARABEDEE-NANANFETEER
EEER  REEZWEB QR BN
EEAERARARRETAREEMET
2RIz EEMEZEZR °

AEEBR_ZETNER_TT=F 1
ZA=T-HZRBHEANBEARZ
T -F—A—HMETHBEmMEL
2 P2 496,070,000/8 7T °

AEEBR-_ZETNF+_A=1+—
ZRBBMNMBERIGEBE R
E548 11,251,000 7T (=&
5,007,000/ 7T) °
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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, 2004 and 2003 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, 2004 also included a deficit of
HK$11,251,000 (2003: HK$5,007,000) attributable

to its associate.
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27. EEH A 27. DEFERRED TAX
rEH THE GROUP
NTAREERAZEZRELEHIER The following are the major deferred tax liabilities
B(EE) MRIBHARITAREHRNZ (assets) recognised by the Group and movements
2E thereon during the current and prior reporting
periods:
nE-
BER i3
REEM RERE HEEE it kS
Revaluation

of property,  Accelerated
plant and tax Tax
equipment depreciation losses Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL T TET TEL TEL

RZEZ=%-F—8 At 1st January, 2003 7,730 9,102 - (503) 16,329
ERRKERNG (GrA) Charge (credit) to income

statement during the year - 1,390 (1,424) 244 210
R-EENE-A-A At 1st January, 2004 7,730 10,492 (1,424) (259) 16,539

FRARERMBE (GTA) Charge (credit) to

income statement

during the year - 1,879 (1,210) 136 805
ERREE MG Charge to equity for the year 3,373 = = = 3,373
RZZEME+ZA=+-H At31st December, 2004 11,103 12,371 (2,634) (123) 20,717

G)rarmanrsaa
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MEEABRZEINME @ & TEL For the purposes of balance sheet presentation,
MEEENBBEELYHE - U TRI1E certain deferred tax assets and liabilities have been
MBEBRARCELERIBEHR T offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

—EENF —EBT=F
2004 2003
FTERT FH&T
HK$'000 HK$'000
FEERIBEE Deferred tax liabilities 22,030 16,927
FEEFRIBEE Deferred tax assets (1,313) (388)
20,717 16,539
RZZEZENF+_A=+—H &% At 31st December, 2004, the Group has unused
B 2 KA B 1A 5 18 /3 16,880,000/8 tax losses of HK$16,880,000 (2003:
T ( ZFEZT =4 : 20,435,000/ 7T) ° HK$20,435,000) available for offset against future
AAEHEARRERN - BELEHIBEEE profits. A deferred tax asset amounting to
2,634,000 T (Z &2 T = &F : HK$2,634,000 (2003: HK$1,424,000) has been
1,424,0008 ) ERZAB A B EE recognised in respect such losses of HK$16,436,000
116,436,000 T (Z T T =% : (2003: HK$9,515,000). No deferred tax asset has
9,515,000/ 7T) ME L MR - AR K been recognised in respect of the remaining
BE TEOBI B 18| A Eﬁz ﬂi BERHT HK$444,000 (2003: HK$10,920,000) due to the
444,000 T (Z T = F unpredictability of future profit streams. Included
10,920,000 7T) ﬁﬁiﬂﬁkﬁlﬁﬁﬁ ° in recognised tax losses are losses of HK$260,000
H A F ARz E#E260,000% T (2003: HK$1,199,000) that will expire in five years.
(ZZEZ =4 : 1,199,000 7T) B 5 A Other losses may be carried forward indefinitely.
WRTIEEEAN - AitEEr] HRH
G o
RENKNREER » ARBITEERKN The Company has no significant unprovided
REHELERIE - deferred tax for the year or at the balance sheet

date.
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WX 28. ACQUISITION OF BUSINESSES
—EEME —ET=F
2004 2003
FTHER FAT
HK$'000 HK$'000
P g & EHE Net assets acquired:
W - M REE Property, plant and equipment 7,152 =
FE Inventories 1,269 =
E b e BR 3R Other payables (282) -
8,139 -
WHEBFRES 2 Negative goodwill arising on
RS acquisition of businesses (2,317) =
5,822 =
TRAER Satisfied by:
W R 2 (IR & Cash paid on acquisition 5,822 =
et - RZZZTNFE—R - AEBERE Note: In January 2004, the Group acquired a business

—EURE-RRPBERIZE
BETEERAEETARZ
FRFEE - KER5,822,000
B e RIEBHE - EBKZA
HREERBBZEBARBER
8,139,000 T r EX A ®E
2,317,000/ 7T °

FAMBBZEBHAREZRER
BFELREBEYEEANER -

G rarmaraa

from a third party by way of the acquisition of
certain assets and assumption of certain
liabilities of an entity established in the PRC,
for a consideration of HK$5,822,000. The
aggregate fair value of the identifiable assets
and liabilities of the business at the date of
acquisition amounted to HK$8,139,000,
resulting of

HK$2,317,000.

in a negative goodwill

The businesses acquired during the year did not

have a material contribution to the net cash flows

and results of the Group.
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29. OPERATING LEASE COMMITMENTS

The Group as lessee

Minimum lease payments paid under operating
leases in respect of land and buildings during the
HK$830,000 (2003:

year amounted to

HK$503,000).

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:

rEE PN

THE GROUP THE COMPANY
—2EME —TT=-F C"TENEFE _—TT=F
2004 2003 2004 2003
TERT THET TERT FHET
HK$'000 HK$'000 HK$'000 HK$'000
—FR" Within one year 470 193 = 99

E-EFERF In the second to

(BIEBEMSE) fifth years inclusive 1,549 141 = =
BROF Over five years 2,723 - - =
4,742 334 - 99

KITH HOLDINGS LIMITED
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FEBEEREBEAN (A
REBHORBEASERES THA
EMERENZES - BONKERZE
B - FHHEERBE o

AEEEZHEA

RERNFTRER 2 KB R #e5HE S KA
731,086,000 T (Z T T =4 :
1,073,000 7T) ° TAEAMR B K 1 88 7]
REEFN  TREF11%2HEEE
HeFMEREZHRERKEHE AR
FPERBRREHRE -

REER  AKBAEZEBENHKA
1,814,7508 0 (ZZE =4 : 728,750
B) o RIEBHRAEREBRIRE
TR BUH A &L 2 MR K i 28 i fE
WeHe  ZETAEUELEHOH
REZBRES—FRER -

C) rarmanraa

29.

OPERATING LEASE COMMITMENTS
(continued)

The Group as lessee (continued)

Operating lease payments represent rentals payable
by the Group for certain of its office premises.
Leases are negotiated for an average term of 8

years.

The Group as lessor

Plant and machinery rental income earned during
the year was HK$1,086,000 (2003: HK$1,073,000).
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
of HK$1,814,750 (2003:
HK$728,750), which represent rentals receivable

lease receipts
by the Group for their plant and machinery under
non-cancellable operating leases which fall due

within one year after the balance sheet date.
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30. CAPITAL COMMITMENTS
rEE
THE GROUP
—ETNEF —TT=F
2004 2003
FTER FAT
HKS$’'000 HK$'000
WEEME - HER Capital expenditure in respect of
REZEARMRE © the acquisition of property,
plant and equipment:
EREBERITLY Authorised but not contracted for = 21,634
BRI 418 R EE Contracted but not provided for 42,121 -
b
THE COMPANY
—EENF —EE=F
2004 2003
FTHERT FAT
HK$'000 HK$'000
BT AEARRKE Capital investment in respect of
RAE|ZBEREKE capital contribution in a subsidiary 55,470 -
XREE 31. CONTINGENT LIABILITIES

REEB  AEETETAEAIR
BiE -

RZZEZEWMF+_A=1+—H &R
A BAREBREZEEmMD A
MRTEEREEEED S H
530,800,000/ jt (= & 2 =
414,790 oooi%ﬁ) Z%J‘é‘{% o

Hy

294,382,000,%%5 7T (_ =z 2
130,847,000 7T) -

The Group had no significant contingent liabilities
at the balance sheet date.

At 31st December, 2004, the Company has issued
guarantees amounting to HK$530,800,000 (2003:
HK$414,790,000) to banks and products supplier
in respect of facilities granted to subsidiaries. The
extent of the facilities utilised by the subsidiary at
31st December, 2004
HK$294,382,000 (2003: HK$130,847,000).

amounted to

KITH HOLDINGS LIMITED
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TEME+-_B=+—H

RZZETENE+_A=+—0H K&
B AREFE S H£ 529,454,000/ 7T (=
EE*E:BJWQW%HJZE¥W
X OBMBERI[FDEBTRIT R
NE s%%ﬁﬁ%%Z%%

REER  ARRLEERFBEENE
ZE o

R-ZZZTNE+ - AEBEEBT
FoEBIUGEWE TP REKLH
BAR - AR NEBHKEBARE
m%m SHE MBIYE=4RE
NAEERI,284, ooo,%rcsz%

%H’F#T:NEJ
>

\% REBIEHHOLE - BUE
ZEZHER-_ZTETNFEF A=
—HAZREEERBERABERDH
BRERZEEE - ARAERES
EMBRARE  BRAFEHNKE
Bt &E30 o

HEBERLTA

F[E For the year ended 31st December, 2004

As at 31st December, 2004, certain of the Group’s
property, plant and equipment with an aggregate
net book value amounting to HK$29,454,000
(2003: HK$15,187,000) were pledged to banks for
banking facilities granted to the Group.

The Company did not pledge any of its assets at

the balance sheet date.

In December 2004, the Group entered into a joint
venture agreement with an independent third party
to establish a subsidiary in the PRC. At the same
time, the Group made partial cash contribution to
the subsidiary while the independent third party
made partial contribution through injection of
property, plant and equipment with a fair value of
approximately HK$9,284,000. The contribution
from the independent third party is included in
the carrying amount of the minority interests in
the consolidated balance sheet as at 31st
December, 2004. The Company will contribute the
remaining amount pursuant to the joint venture
agreement, as set out in note 30 to the financial

statements.
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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 retirement 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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35. BEXGFRBEALXRS 35. CONNECTED AND RELATED PARTY
TRANSACTIONS
AEBEFNHEBEATHETIRS During the year, the Group had transactions with
wmr the related parties as follows:
BEAL XEHE “2EME  —TT=F
Related parties Nature of transactions 2004 2003
TET TET
HK$'000 HK$'000
() EHBBSER AEBHE 2 Em (HiEh)
(IEmBAl) (Ffita)
Yunnan Zhaotong Cigarette Sales of goods by the Group
Factory (“YZCF") (note a) (note b) 86,094 104,868
(i) TRBEBER (K FEBERKZBHERIR (K itd)
Harbin Cigarette Factory Late settlement compensation
(note ) charge receivable by the Group
(note d) - 777
(i) EHEBBTHED AEBERZES (Bitf)
(Ktite)
Finance Bureau of Zhaotong Rental paid by the Group (note f) 94 94
City, Yunnan Province
(note e)
(iv)  Oncapital Limited AEBEMZzEE (B g
([Oncapitall) (Kfitg) AEBEERZERE (Hith)
Oncapital Limited Rental paid by the Group (note g) - 396
("Oncapital”) (note g) Management fee received by

the Group (note h) - 240

v ERTEABBRLA (K REBEHE 2 Em (Hith)
REBBEBZFBURA (Ffi2))
3togo.com Limited (note i) Sales of goods by the Group (note b) - 4,563
Interest income received by the Group (note j) 455 665

ﬁlﬂiiﬁﬁﬁ&ﬂﬂ
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A Z10%A%HE ©

BRXSHERAENETED
Lo 2 0m M ST -

BHESERAER VERE @ g
BEARNA—HHEBRARZ25%
REZE_ZTTNELA -

BHERE R TIRE A BER D
7% UCER o

EHERBTYBBENEMBBR
EEEBARAR([EMBREE
EER])2EESEN - ZEBA
BEEEEREBARANBARZ
30% B HE o

BEHSDRBEABAHON -

Oncapital]h — [ — B2 #E(F5T
EeHEZERBEZRAR AR
mARTEIRAEEZRKEKE ©
BE—"MR-_TET—F=A=+
—HEI M 2 & © OncapitalA &
SN EYE 2 B DAL A
33,0008 T TFARA - HE
MEELBUE - BT TWF—
A—BH®ERK-

TRANSACTIONS (continued)

Notes:

(a)

(b)

(©)

(d)

(e)

)

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 was a former minority
shareholder which held a 25% equity interest
in a subsidiary of the Company up to July
2004.

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
beneficiary of which are the family members
of Mr. Hui King Chun, Andrew. In
accordance with an agreement dated 31st
March, 2001, Oncapital agreed to lease the
office premises with non-exclusive use to
the Company with monthly rental of
HK$33,000. The lease agreement was
cancelled with effective from 1st January,

2004.

8% B Mt == Notes to the Financial Statements  Q©
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35. CONNECTED AND RELATED PARTY
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35.

CONNECTED AND RELATED PARTY
TRANSACTIONS (continued)

Notes: (continued)

(h)

In accordance with an agreement dated 1st
January, 2003, 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.
The agreement was cancelled with effective

from 1st January, 2004.

3togo.com Limited is a wholly-owned
subsidiary of 3togo Globalcom Limited, an

associate of the Group.

The interest income relates to advances to
the associate, details of which are set out

in note 15 to the financial statements.

Details of the Group’s outstanding balances with

the related parties are set out on the consolidated

balance sheet on page 37 to page 38 and notes

15 and 19 respectively.



R-ZEENMFE+_A=+—H AR
AlzEZMBRARAIZERNMT ¢
gL/
WEAREHE By
Place of
incorporation/

Name of subsidiary

ZHEL LR
BRAR (Mi1)

Anhui Qiaofeng Package
Printing Co., Ltd. (note 1)

Easyfield Pacific Limited*

ESPACE IT B.V.

XEBXERAA
Ever Honest Industries
Limited

ks T gﬁﬂ

Gainful Investments Limited

ERBRAT
Good Cheers Limited

Grand Vista Investments
Limited*

registration

P

PRC

ABRLES

British Virgin Islands

+

oL ]

The Netherlands

&b
Hong Kong

&b
Hong Kong

&t
Hong Kong

RERLES
British Virgin
Islands

BE-_TTMES+

Particulars of the principal subsidiaries of the

A=+

HIEFE  For the year ended 31st December, 2004

Company at 31st December, 2004 are as follows:

BRARMRE
ZERRE/
EMBRE

Issued and

fully paid
ordinary

share capital/
registered capital

B/ EMREEAL

Percentage of issued/
registered capital

RA8/ r&E

WEL R FE1h

Held by  Attributable

the Company/ to the

subsidiaries Group

% %

6,380,000% 70 65 65
US$6,380,000 65 65
(E 100 100

US$1 100 100
20,0008t 1 100 100
EUR20,000 100 100
28T 100 100

HK$2 100 100

BT 100 100

HK$2 100 100

28T 100 100

HK$2 100 100

4ET 100 100

Us$4 100 100

TEEH

Principal activities

Rk RERRER

Printing and
manufacturing of
packaging products

REER

Investment holding

APHEFEH
Distribution of
electronic

components

REER

Investment holding

RAER

Investment holding

REER

Investment holding

RAER

Investment holding

KITH HOLDINGS LIMITED
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36.

TEMBLRAZESR (A)

36. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (continued)

BRORMR
ERRL/ ZERRE/
WEARER Bt E EfR BRG/EAMREELIL  TEEHR
Issued and
fully paid
Place of ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
AR7/ ARE
WEDE MG FEfh
Held by  Attributable
the Company/ to the
subsidiaries Group
% %
REESEHNRARA A hE 2,500,000% T 80 80 HRIRRERREM
(K1)

Harbin Gaomei Printing PRC US$2,500,000 80 80 Printing and
Company Limited manufacturing of
(note 1) packaging products

Kith Commulink Limited? RBRAEE (E 100 100 REER

British Virgin Islands Us$1 100 100 Investment holding

BREEARAR &R 4T 100 100  REFBRE

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

financial services

BRETERAR 3 4T 100 100 PHETTH

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

electronic components

Kith Limited* RERAEE 4ET 100 100 REER

British Virgin Islands US$4 100 100 Investment holding

BERBBERAA &b 4T 100 100 hEEE

Kith OE Limited Hong Kong HK$4 100 100 Leasing of assets

BHERARAA &b 4BT 100 100 REERAF

R4t 5 R 5

Kith Resources Limited Hong Kong HK$4 100 100 Provision of financial

C)rarmanrsa

services to group
companies




WELRER

Name of subsidiary

BRtEERAR
Kith Supplies Limited

Prime View Investments
Limited*

EHRARKRABARRA
(Kit1)

Yunnan Qiaotong Package
Printing Co., Ltd. (note 1)

ERBEEORRGERAA
(ffi2)
(note 2)

RRNBEYHARRA
(Kit2)
Zhaotong Xingiao Printing
Co., Ltd. (note 2)

# TEEFE(MALFFERSEEAZ
T, B SZ 3t )

7 o

fa

EMRL/
By

Place of
incorporation/
registration

&k
Hong Kong

ABRLHE

British Virgin Islands

PE

PRC

PE

PRC

EQ /N

S

BRARMRE
EERRE/
AR A

Issued and

fully paid
ordinary

share capital/
registered capital

4B T
HK$4

4XT
Us$4

18,000,000 7T

US$18,000,000

AR #830,0007

RMB830,000

AE#6,200,0007C

RMB6,200,000

TEMS+-A=+

BRT/EMBABDL

Percentage of issued/
registered capital

ARA/
WEARME
Held by

the Company/
subsidiaries
%

100
100

100

60

60

70

70

S 1]
ek
Attributable
to the
Group

%

100
100

100
100

60

60

42

42

60

60

HIEFE  For the year ended 31st December, 2004

IEEHR

Principal activities

PEHAMER

Distribution of
miscellaneous
products

REER

Investment holding
AR RS ERKER

Printing and
manufacturing of
packaging products

BRAL EN R R R &t AR5

Provision of printing
and design services

PR EREBRER

Printing and
manufacturing
of packaging
products

Companies operate principally in Hong Kong

instead of in their respective places of

incorporation/establishment.

KITH HOLDINGS LIMITED {99



36. FEMBLAZEHR (&)

NN B EEFHAKith Limited Z #E 25 ©
Lz EEMERY AR QR ME
/A o

n %
A

LREMBERAREFREREF AL
TEJE—ir MHMECADAFTEZERS

o

e

LRI EERREIBFEAKER
FEXREIABUAKEFEFEEF
BEXEHRNZARBMBAR - EF
BiE MEHNZHHBRAZFHE
EEERBRITE -

@ rarmaran

BE B Kt % Notes to the Financial Statements
TN

ZHE+=-R=+—HILFE Forthe year ended 31st December, 2004

36.

PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

The Company directly holds the interest in Kith
Limited. All other interests above are indirectly held

by the Company.
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.



