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According to the report of Pira International,
the global forged goods lead to a loss of
US$800 billion to global trade in 2005. It
also estimates that it will exceed US$1,000
billion in 2010. In 2001 and 2006, total
spending on anti-counterfeit printing in the
PRC amounted to US$163.7 million and
US$358.2 million respectively. The report
also estimates that such cost will be

increased to US$570.1 million in 2011.

Kith Holdings has established advanced
R&D centre and designs every packaging
product incorporating with latest anti-
counterfeit technologies and workmanships.
This can avoid imitation and enhance
product differentiation in order to protect
and increase the value of customer’s
products, and directly reinforce their

confidence on the Group’s product design.
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Revenue
Cost of sales

Gross profit

Other revenue
Distribution costs
Administrative expenses
Other operating expenses

Profit from operations
Finance costs

Profit before taxation
Taxation

Profit for the period
Profit atftributable to:

Equity holders of the parent
Minority interests

Interim dividend

Earnings per share

- Basic
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INTERIM RESULTS
The Board of Directors (the “Directors”) of Kith Holdings Limited (the

"Company”] is pleased to announce the unaudited inferim results of
the Company and its subsidiaries (the "Group”) for the six months
ended 30 June 2007, together with the comparative figures for the
corresponding period of 2006. The details are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

(REER)
(Unaudited)
HEZEXA=1+HLAEA
Six months ended 30 June

—EELHF —EEREF
2007 2006
fif i TET FHL
Notes HK$’000 HK$'000
3 618,449 782,531
(526,279) (692,907)
92,170 89,624
18,473 9,893
(2,813) (3,056)
(27,529) (23,663)
(1,287) 61)
79,014 72,737
(11,325) (11,812)
4 67,689 60,925
5 (6,002) (5,8906)
61,687 55,029
39,742 35,703
21,945 19,326
61,687 55,029
5,889 5,354
Bl B
HK cents HK cents
6

14.85 13.34

The notes on pages 7 to 14 form part of this interim financial
statements.
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CONDENSED CONSOLIDATED BALANCE SHEET

(REERZ) (KER)
(Unaudited) [Audited)
R-Z2+F RZZEERF

~NA=tH +t=-A=t+—8

FRBEE
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BNEENR
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BB — FEA
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e

B E -
FBURE=EZSHERR
HtbRBER 72
SRS
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BANBEEM R

2 HIE W E R
RITBEBEAES

REBAE
FENESRAKEM
& 1+ AR 3K
HBAR

FE R D BCR 5RR
AR
fEE-—FREH

RBEEFE
EEAERRDAEE

kRBDEE
fEE-——F&IH
ELRBARE

EEFE

Non-current Assets

Property, plant and equipment
Prepaid lease payments

Goodwill

Deferred consideration — non-current
Long-term loans receivable

Current Assets

Inventories

Deferred consideration — current

Trade and other receivables
from third parties, deposits
and prepayments

Trade and other receivables from
minority shareholders

Financial assets at fair value through
profit or loss

Prepaid lease payments

Shortterm loans receivable

Bank balances and cash

Current Liabilities
Trade and other payables

Tax liabilities

Amount due fo a minority shareholder
Dividend payable

Borrowings — due within one year

Net Current Assets
Total Assets Less Current Liabilities

Non-current Liabilities
Borrowings — due after one year
Deferred tax liabilities

Net Assets

O3 ===+ H %% INTERIM REPORT 2007

As at As at

30 June 31 December

2007 2006

B & TER FETT
Notes HK$’000 HK$'000
532,678 523,620

18,828 18,618

2,695 -

- 4,991

62,334 56,310

616,535 603,539

30,671 54,541

10,480 9,981

7 365,445 408,164
8 67,264 49,490
15,172 -

589 574

9,265 15,371

76,376 195,193

575,262 733,314

9 125,480 212,192
10,392 9,583

3,421 3,234

20,713 913

10 252,165 426,598
412,171 652,520

163,091 80,794

779,626 684,333

10 118,072 58,000
22,518 21,272

140,590 79,272

639,036 605,061
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HEHGEEEEREBXR (&) CONDENSED CONSOLIDATED BALANCE SHEET (cont'd)
(REER) (BER)
(Unaudited) [Audited)
R-BELE RZEZRF
AHB=+H +ZA=+—H
As at As at
30 June 31 December
2007 2006
ft it THERT FHET
Notes HK$’'000 HK$'000
EXRf%E Capital and Reserves
PR Share capital 1 26,769 26,769
= Reserves 380,714 357,979
BRRBREREA Equity affributable to equity holders
JRE A % of the parent 407,483 384,748
DR RER Minority interests 231,553 220,313
et 5 Total Equity 639,036 605,061
F/ERVAAZMTBR AT BRI BERER 2 — 21 - The notes on pages 7 to 14 form part of this inferim financial
statements.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

REEBMEZ Net Cash Inflow (Outflow) from
BeRA (i) 28 Operating Activities

BREXEBHERZ Net Cash Used in Investing Activities
ReFHE

MEEK2ES Net Cash (Qutflow] Inflow from
(R ) mAER Financing Activities

RekBREeEEBEEL Net [Decrease) Increase in Cash and

O ) 0% Cash Equivalents

HozHekRie Cash and Cash Equivalents at Beginning
ZEHHER of Period

INEEXZFH T E Effect of Foreign Exchange Rate Changes

HRzZAG KRS Cash and Cash Equivalents at End
%HHIEH of Period

RITHEBRES® Bank Balances and Cash

F/EFVARZMEERAD R BERE 2 — 210 -

05 ===t F %= INTERIM REPORT 2007

(REBER)
(Unaudited)
BEXNA=THLAEAR
Six months ended 30 June

—EELE et L b
2007 2006
TER FETT
HK$'000 HK$'000
60,517 (26,329)
(29,118) (26,110
(152,267) 54,951
(120,868) 2,512
195,193 201,959
2,051 184
76,376 204,655

The notes on pages 7 to 14 form part of this interim financial

statements.
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(REER) {Unaudited)

15E The Group
RZFERE-A-0 Al Jonvary 2006
BEBNEBMEEZ  Exchange differences arising

EAER on translation of foreign
operations
TEREH Profit for the period

THRERINAR Total recognised income and
XHEE expenses for fhe period

ERFHOEREZHKE  Dividends paid o minority

interests

IHRE Dividends paid

RZZERERAZTA 30 June 2006

RZZE+E-A-B A1 Jonvary 2007
BEBNEBMEEZ  Exchange differences arising
ELEE on translation of foreign

operations

WEFLERAWBLRA  Acquisition of nonwholly

owned subsidiary

TEREH Profit for the period

THRERINAR Totol recognised income
XHEE and expenses for the period

ERTOERRZKRE  Dividends poid fo minority

interests

BRRE Dividends paid

RZBZLERAZTE A 30 June 2007

.

""'-f--.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BRAREEE ARG
Equity attributable to equity holders of the parent

EE £%

HBRR

Rk ROEE EffRE BRESC REES HURR E4RE EXGE REEY AR BE 48

Asset Enterprise

Share  Shore revaluation expansion  Reserve  Other  Capitel Translafion ~ Retained Minority
capital premium  reserve fund fnd reseve reseve reserve  profits Total  interests Total
TEr TER TR Thr TEn TEx TEr Thr TEn TEx TEr TEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK§'000 HKS'000 HK$'000 HK$'000
26,769 90,049 34,494 43324 1589 27923 [200] 9,878 100,270 334,096 197,329 331,425
- - - - - - - 34U - 3424 204 5,638
- - - - - - - - 35703 35703 19,326 55,029
26,769 90,049 34,494 43324 1,589 27,923 (200] 13,302 135,973 373,223 218,869 592,092
- - - - - - - - - - (18,769) (18,169)
- - - - - - - - (19,274) 19,274 - (19,274]
20,769 90,049 34494 43324 1,589 27923 (200 13,302 116,699 353,949 200,700 554,649
26,769 90,049 34177 43324 1589 27923 [200] 22,865 138,252 384,748 220,313 605,001
- - - - - - - 9,000 - 9006 8495 17,501
- 757 - - - - - - - 757 - 757
- - - - - - - - 39742 39742 21945 61,687
26,769 90,806 34,177 43324 1,589 27,923 (200] 31,871 177,994 434,253 250,753 685,006
- - - - - - - - - - (19,200) {19,200]
- - - - - - - - (26,770) (26,770] - [26,770)
20,769 90,806 34,177 43,324 1,589 27,923 [200] 31,871 151,224 407,483 231,553 639,036

TERVARZMERRAT R BHRER 2 — 87 -

The notes on pages 7 fo
statements.

14 form part of this interim financial

=TT LA RS INTERM REPORT 2007 ()
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NOTES TO THE FINANCIAL STATEMENTS

1.

Basis of preparation

The unaudited condensed interim financial statements are prepared in
accordance with the applicable disclosure requirements of Appendix
16 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited [the “Listing Rules”] and Hong Kong
Accounting Standard No. 34 “Interim financial reporting” issued by
the Hong Kong Institute of Certified Public Accountants ("HKICPA").

Principal accounting policies

The condensed interim financial statements have been prepared under
historical cost convention, as modified for the revaluation of certain
property, plant and equipment, which are measured at fair value or
revalued amounts, as appropriate.

The accounting policies adopted for the preparation of this condensed
consolidated interim financial information are consistent with those of
the annual financial statements for the year ended 31 December
2000, as described in the annual financial statements for the year

ended 31 December 2006.

In the current period, the Group has applied, for the first time, a
number of new standards, amendments and interpretations (“new
HKFRSs"] issued by the HKICPA, which are effective for accounting
periods beginning on or affer 1 January 2007. The application of the
new HKFRSs had no material effect on how the results and financial
position for the current or prior accounting periods have been prepared
and presented. Accordingly, no prior period adjustment has been

required.

The Group has not early applied the following new standards and
interprefations that have been issued but are not yet effective. The
Directors anticipate that the application of these standards and
interprefations will have no material impact on the results and financial
position of the Group.
HKAS 23 (Revised)

Borrowing Costs'

HKFRS 8 Operating Segments'

HK(IFRIC)Int 11 HKFRS 2: Group and Treasury Share
Transactions?

HK(IFRIC)-Int 12 Service Concession Arrangements®

Effective for annual periods beginning on or after 1 January 2009.
Effective for annual periods beginning on or after 1 March 2007.

S Effective for annual periods beginning on or after 1 January 2008.
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R E F R T

% ®R R ME (&) NOTES TO THE FINANCIAL STATEMENTS (cont'd)

3. TEEH 3. Segmental information
EBOH Business segments

HERBOME  AEEREBSAMEZENT - 2
BEHRREEBRERARDHER - FEBERILSE

BT BHEEH -

BRREEBZORERZNMT :

For management purposes, the Group is currently organised info two

operating divisions — printing and manufacturing of package products,

and distribution of products. These divisions are the basis on which

the Group reports its primary segment information.

Segment information about these businesses is presented below:

NRREE
BEEM DEER Hit M
Printing and
manufacturing
of package Distribution
products of products Others Total
FAET FET FET TAET
HK$'000 HK$'000 HK$'000 HK$'000
BE-ZZLHERA Six months ended 30 June 2007
=+HLEXREA
W & REVENUE 261,007 353,993 3,449 618,449
E RESULT
DEFEE Segment result 70,809 11,655 152 82,616
FLE WA Interest income 10,185
REB 2 PEZHFSE Net unallocated corporate expenses (13,787)
BMERAE Finance costs (11,325)
B 75t /il & A Profit before taxation 67,689
HE Taxation (6,002)
EREDR A Profit for the period 61,687
HE-ZEZAEXA Six months ended 30 June 2006
=+HIEXEA
I = REVENUE 243,832 536,515 2,184 782,531
E RESULT
GEES Segment result 65,606 12,356 1,002 78,064
MEHA Interest income 7.790
REBOEIBFE Net unallocated corporate expenses (14,017)
& B AR Finance costs (11,812)
bR % A1 4 A1 Profit before taxation 60,925
BiIE Taxation (5,8906)
7N 5 R g Profit for the period 55,029

=TT LA S INTERM REPORT 2007 ()8
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BB RRKE (R)
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HE - HRREERREREBNTEELET MoBE
mEBARFE BERBBRET

TRHEFIAEBRIE TS (TRER/RERR) &85

ZIHER

FEARAME
e
# 8
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REBZBEIH
BEMK

Bk 25 A1 i A
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The People’s Republic of China
Hong Kong
South Korea

Others

Unallocated corporate expenses
Finance costs

Profit before taxation

NOTES TO THE FINANCIAL STATEMENTS (cont'd)

3. Segmental information (cont'd)

Geographical segments

The Group's operations are located in Hong Kong, the People’s
Republic of China [the “PRC") and South Korea. Printing and

manufacturing of package products are carried out in the PRC and

distribution of products is carried out in the PRC, Hong Kong and

South Korea.

The following table provides an analysis of the Group's sales by

geographical market, irrespective of the origin of the goods/services:

BRHET ST 2
HE WS
BEAA=1H
k@A

Sales revenue by

geographical market

Six months
ended 30 June

g —ETREF
2007 2006
THERT FAET
HK$'000 HK$'000
262,507 522,633
336,183 258,998
19,759 -
— Q00
618,449 782,531

BB AR A 2 B Rk
BEXA=1H
178 A

Contribution to

profit before taxation

Six months
ended 30 June

—EELE —ETRF
2007 2006
TER FHET
HK$’000 HK$'000
70,795 76,731
5,610 2,179
6,211 -

- 54
(3,602) (6,227
(11,325) (11,812)
67,689 60,925
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NOTES TO THE FINANCIAL STATEMENTS (cont'd)

4. Profit before taxation
Profit before taxation has been arrived at after charging/(crediting):

BEAA=ZTRHLAEA

Six months ended 30 June
—EZLF ZEZTRE
2007 2006
FTER FET
HK$'000 HK$'000
Staff costs 22,070 19,528
Retirement benefits scheme contributions 2,720 2,638
Total staff costs including directors’ emoluments 24,790 22,166
Cost of inventories recognised as an expense 526,279 692,907

Depreciation and amortisation of property, plant

and equipment 17,616 13,089
Amortisation of prepaid lease payments 295 210
Interest income (10,185) (7,790)

The charge comprises:

Current tax:
Hong Kong Profits Tax
Taxation outside Hong Kong

Deferred tax:

Current period

BERMNERREABE 2 EERTOENIZ17.5%
(ZEBRE 17508 - AprREER ZHBTER

EERERRZRIIBEGE -

BEUIIMEE 2 RBTNEARBETEZMBLRRNE
B 2 AT ERBUE MRE R B R et B RS 2

BMEH -

Taxation

BEZXA=1+HLAHEA
Six months ended 30 June

—ERLE —TTRF
2007 2006
FTEL FAET
HK$’000 HK$'000
14 -

4,741 4,800
4,755 4,800
1,247 1,096
6,002 5,896

Hong Kong Profits Tax is calculated at 17.5% (2006: 17.5%) of the
estimated assessable profit for the period. Taxation for other jurisdictions

is calculated at the rates prevailing in the respective jurisdictions.

Taxation outside Hong Kong represents the PRC income tax calculated

at the applicable rates on the estimated assessable profit of the Group's

PRC subsidiary for the relevant period.

=TT L4 RS INTERIM REPORT 2007 ()
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BB RRKE (R)

6. BRER
BREAREFIRADREASEZGARABREFSAA
JEME % 39,742,000 T (ZZEZEXF : 35,703,000
Bt E - BRERBENDIREBNDHTERRZ
mEEF A 267,093,600 (ZFF X F
267,693,600/R) 5t & -

AREBE-ZELFRAA=THILSRTERAEERE
FEZOETERR(C2RRRF ) HUERIZ
HEzeREERT -

7. BURE=ZESRAREMEEERN  TERBANKE

AEERTEBESIRP ZHREAFHHI0ERT
Z - RUE=EBIRFAREMEBKIER T2 REN
AT BREEWE 5 RN 5320,842,0008 T (=
ZERETA=+—H:368,121,000% ) + HF

ItESZBROTMT

60H R Within 60 days
61—90HRA Within 61 = 90 days
Q0B M k£ More than 90 days

8. D> BBRRE S MR R AR WORR
AEBRTLERRZBERTHHIOEOETE -
ERIBEREZEF LA BERRERTREERRE S
RHRE#HRR65,382,0008 T (ZEERE+ A=+~
A :47,123,00087) @ BRALLAERZIREDTMT

60E A Within 60 days
61—90H A Within 61 = 90 days
90H A £ More than 90 days

ZZ2Z Lt J B3| E INTERIM REPORT 2007

NOTES TO THE FINANCIAL STATEMENTS (cont'd)

6.

Earnings per share

The calculation of basic and diluted earnings per share is based on
the Group's profit attributable to equity holders of parent of
HK$39,742,000 (2006: HK$35,703,000). The basic eamings per
share is based on the weighted average number of 267,693,600
(2006: 267,693,600) ordinary shares in issue during the period.

No diluted earnings per share has been presented for the period
ended 30 June 2007 (2006: Nil) as there were no potential dilute

ordinary shares in issue.

Trade and other receivables from third parties, deposits and
prepayments

The Group allows an average credit period of 30 to 90 days fo its
trade customers. Included within trade and other receivables from
third parties, deposits and prepayments are frade receivables balance
of HK$320,842,000 (31 December 2006: HK$368,121,000), the

aged analysis of this balance is as follows:

“BELE —ETREF
AAB=+H +ZA=+—8H
30 June 31 December
2007 2006
THET TAET
HK$’000 HK$'000
294,427 233,883
2,976 50,514
23,439 83,724
320,842 368,121

Trade and other receivables from minority shareholders

The Group allows an average credit period of 30 to Q0 days to the
minority shareholders. Included within trade and other receivables
from minority shareholders are trade receivables balance of
HK$65,382,000 (31 December 2006: HK$47,123,000), the aged

analysis of this balance is as follows:

ZEELE —ETRF
AB=+H +=—A=+—H
30 June 31 December
2007 2006
FTHET FAT
HK$’000 HK$'000
56,111 45,328
4,117 -
5,154 1,795
65,382 47,123
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BB ® Kk ME (F) NOTES TO THE FINANCIAL STATEMENTS (cont'd)
9. ENESESREMENED 9. Trade and other payables
ENESEZLEnENEZTIERNE SRS ﬁ% Included within frade and other payables are frade payables balance
J%QQ 004,000 T (ZEERF+_A=+—8H: of HK$99,004,000 (31 December 2006: HK$179,689,000), the
179,689,000/ ) * B ﬁt%ﬁﬁ%zﬁﬁg‘%%ﬁﬁﬂf : aged analysis of this balance is as follows:
ZEELE ZETRF
AA=1+H +=ZA=+—H
30 June 31 December
2007 2006
THERT TAET
HK$'000 HK$'000
60H A Within 60 days 89,459 149,635
61—-90HA Within 61 = 90 days 1,637 707
QOH A + More than 90 days 7,908 29,347
99,004 179,689
10. BE 10. Borrowings
g ZEERF
AA=+H +=-A=+—H
30 June 31 December
2007 2006
THERT FAET
HK$'000 HK$'000
RITER Bank loans 236,792 180,832
FERRWEER Trust receipt loans 126,566 288,978
363,358 469,810
HipER Other loans
—RATHISEMENE — interest bearing af prevailing market rate 6,879 14,788
370,237 484,598
kil Analysed as
— B\ (Fat) - secured (Note) 48,788 60,500
—mEA - unsecured 321,449 424,098
370,237 484,598
—FRHBHEER Within one year or on demand 252,165 426,598
—EN FERBRME More than one year but not exceeding two years 71,505 58,000
MEN FERBRTE More than two years but not exceeding five years 46,567 -
370,237 484,598
B —EREIE 5 Less: Amount due within one year shown
mEBBEZNIE under current liabilities (252,165) (426,598)
—FRIBZHRE Amount due after one year 118,072 58,000
Wit BEREEEREEHETERA LS 595, OOO Note:  Included in secured borrowings are shortterm bank loans totalling
BLT(ZEERNF+_A=Z+—8 " HK$3,595,000 (31 December 2006: HK$12,630,000) and
12,630,000 ) R RBRITERA K longterm bank loans totalling HK$43,139,000 (31 December
43,139 0008 T (ZEERF+-_A=+— 2006: HK$40,803,000], which are to be secured by the
B :40,803,00087T) ZEEFEREEH assets of a Company's subsidiary in the PRC according to the

ERMmEBER - UAER 7&‘43 I%«%%Wz terms of the relevant loan agreements.
—ENERAZEEEERR -

—Z T £ F H 5 5 INTERIM REPORT 2007 |2
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11.

12.

13.

14.

L&

FREEAGE T EBR

A
RZZTLF-—A—HK
“ETrEAAZTH

BETRARR

NOTES TO THE FINANCIAL STATEMENTS (cont'd)

11.

Share capital

Ordinary shares of HK$0.10 each

Authorised:
At 1 January 2007 and
30 June 2007

Issued and fully paid:

R-_FTEELFE-F—-AR
—ERLFRAZTH

At 1 January 2007 and
30 June 2007

REERARDREARADEEFHE 12.

AEBR-_ZEALFRAZTEHR-ZEREFT A=
T-HZBEERRDABDHR779,626,0008 T Kk
684,333,000 - AEER-TTLFRA=TAK
CERERET AT -BZRPEEFEEIRDE
ERRBAE) 2 51/163,091,000% 7T % 80,794,000

BB EE S8
Number of shares Amount
FAET

HK$'000

1,000,000,000 100,000
267,693,600 26,769

Total assets less current liabilities and net current assets

The Group's fotal assets less current liabilities amounted to
HK$779,626,000 and HK$684,333,000 at 30 June 2007 and 31
December 20006 respectively. The Group's net current assets, defined
as current assets less current liabilities, amounted to HK$163,091,000

and HK$80,794,000 at 30 June 2007 and 31 December 2006

BT o

BEXRE

BRABAME  BRNERE
ZEARRAXMT
—BRIMERERE

—EREERITH

RAREE

REEBBRHEER  AREUETRNEALAEE -
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respectively.
13. Capital commitments
—22tE “ETRF
AR=tH TftZ-A=1+—H
30 June 31 December
2007 2006
FTET TET
HK$'000 HK$'000
Capital expenditure in respect of the acquisition of
property, plant and equipment:
- Contracted but not provided for 236 3,460

— Authorised but not contracted for = -

14. Contingent liabilities
The Group had no significant contingent liabilities at the balance
sheet date.
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15. BEATZRS
ASEREIESARNEBEALETZRSMT

NOTES TO THE FINANCIAL STATEMENTS (cont'd)

15. Related party transactions
During the period under review, the Group had fransactions with the

related parties as follows:

BERA=THLAEA
Six months ended 30 June

HEAL REME —22LF —ETRF
Related parties Nature of transactions 2007 2006
TET THET
HK$'000 HK$'000
EmERBET Finance Bureau of B 2% Rental paid by the Group
BB Zhaotong City,
Yunnan Province 51 49

AEBBRBEALZHAEER
ERER -

BHABHARBRAEA

B EXATREES  EHATBREEATETEMS
KRR MRZZFZLFAA=TENEEBEALY
RAEMEREE

R E

HERSH N -TTLETA-t-EREAETA
W-22tE+A-B (2H)AAAARREAM
RE BENBE-STLEAASHALABAZHE
BeMREER2 5 (CBRAE ¢ 2.0%1) -

TENERRECTFAE

ARABR_ZTLFTAZA (BB E-TZLF
‘I‘H)\EI(E‘HH—)( FERMA)EERERRELT

CEZHREATSETEMNRNBFER - BEKD
i@?’X#@H*ﬁEﬁZI&xﬁ-L BN _TTLFTACH
(EMD) THFOREMREALDR 2 EBRDBP B
DEBENIBFESLAERIA W AETEERRER
28 EET L2068

Details of the Group's outstanding balances with the related parties
are sef out on the condensed consolidated balance sheet.

Save as disclosed above, there were no other significant fransactions
with related parties during the period or significant balances with
them as at 30 June 2007.

INTERIM DIVIDEND

The Directors have declared the payment of an interim cash dividend
of HK2.2 cents (2006: HK2.0 cents) per share for the six months
ended 30 June 2007 payable on or around 22 October 2007 to
shareholders whose names appear on the Register of Members of the

Company on Tuesday, 2 October 2007.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from
Wednesday, 3 October 2007 to Monday, 8 October 2007 (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, of 26/F Tesbury
Centre, 28 Queen's Road East, Hong Kong not later than 4:00 p.m.
on Tuesday, 2 October 2007.

=22t F B % INTERIM REPORT 2007 |/
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ZER ]
BEHANZBERBE_TTLFAA=ZTRLEREAZ
EEER261,007,0008 T BT RFRBEM
7.0% BEBFHUNEREERA LR —TTLF
FHFZENERI0AEMTBEELN29.5%  TEAR
AREREERAERKAEHER  BERFEELM
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Satisfactory Operation Results

Total turnover of the Group for the six months ended 30 June 2007
amounted to HK$618,449,000, representing a decrease of 21.0%
from the corresponding period in 2006. The decrease was mainly
due to the change of business model on the distribution of electronic
components and products from traditional trading model fo added-
value supply chain management model. As such, pure trading activities
with low profit margins were reduced. As a result of higher confribution
margin deviated from the new business model, the overall gross profit
from the distribution of products was maintained. Profit attributable fo
equity holders stood at HK$39,742,000 for the six months ended 30
June 2007, representing an increase of approximately 11.3% compared

with the corresponding period in 2006.

Business Overview

Package Printing Division

The turnover from packaging printing business for the six months ended
30 June 2007 was HK$261,007,000, representing an increase of
7.0% from the same period of 2006. Gross profit margin decreased
slightly from 30.4% to approximately 29.5% in the first half of 2007
despite the keener competition and the rising direct production costs.
The slight decrease in gross profit margin was aftributable to the
Group's continuous effective cost control measures, the increasing
bargaining power due to better creditability and the improvement in
production efficiency. Gross profit from the packaging printing business,
which remains the core business of the Group, accounted for
approximately 83.6% of the Group's total gross profit for the six
months ended 30 June 2007.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (cont'd)

Business Overview (cont'd)

Package Printing Division [cont'd)

Despite the austerity measures implemented by the PRC government
from fime fo fime fo curb the overheating economy in the PRC, the
growth rate of the gross domestic product in the PRC remains strong
at approximately 11.5% in the first half of 2007 The rapid growth in
PRC's economy and improvement in living standard continued to fuel
the robust growth of the demand for lifestyle and fashionable consumer
products which required better product design and packaging. In
view of these and the fact that the Group had excellent research and
development ("R&D") capability and was equipped with cutting-edge
technology, including the most advanced imported printing machinery
and equipment which could fit for the production of any colour, any
shape and any size of consumer product paper packaging and the
latest anti-counterfeit and printing technologies, the Group was
expanding ifs product coverage with the aim fo capture additional
market shares in printed packaging for other consumer products,
including pharmaceutical, wine and health foods. However, turnover
from the tobacco printed packaging during the period still remained
the core product line in the printed packaging division, consfituting
approximately 94.6% of the turnover from printed packaging division.
The contfinuous consolidation of the tobacco industry in the PRC
increased the competition among tobacco package manufacturers.
However, the Group is optimistic that orders will be secured through
its business model by having the local government as a strategic
partner in each of its joint ventures. Furthermore, the Group's
management is confident that, by entering info printed packages
business for other premium quality consumer products, the division will
continue o grow and the risk of focusing on printed packaging for

single major product will be lowered.

In the first half of 2007, tobacco output in the PRC totalled
22,296,000 master cartons, representing an increase of approximately
8.1% from the same period of last year (20,476,000 master cartons
in the first half of 2006). However, the industrial and commercial
profits and taxes rose 26.4% during the same period fo over
RMB200,000,000,000. This indicated that the sales values of tobacco
had grown tremendously, which is in line with the PRC Government's
policies to gradually move away from low-priced to high-priced fobacco
products with better brand image, offering enormous opportunities for

the Group.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Business Overview (cont'd)

Package Printing Division [cont'd)

The Group's newly set up plant in Chuzhou City, Anhui Province
commenced production in the second half of 2006. In early 2007,
all imported machineries were fully set up, tested and fine-tuned.
Other than some minor copit0| investments in post-printing machineries
to meet specific product requirements, the plant did not have any
major capital expenditure during the period and does not expect to
have any material spending in 2007. Being in parinership with the
local government, the plant is now actively approaching potential
customers in different consumer product segments to broaden its own
customer base. The diversification of printed packaging in other

consumer products is in line with the Group's strategy.

Distribution and Investment Businesses

Tumover from the distribution and investment businesses during the
period amounted to HK$357,442,000, representing a decrease of
33.6% from the corresponding period in 2006. The decrease was
due mainly to the reduction in low contribution margin trading activities
related fo electronic components. Because of this, the percentage of
total turnover from this category generated from the distribution of
mass merchandise, mainly marine fuel oil, increased to 89.1%.
Nevertheless, the reduction in turnover did not have any significant
impact on the overall gross profit of the division as the decrease was
almost compensated by the contribution from the higher profit margin

supply chain management acfivities.

The management is actively shifting the distribution activities of electronic
components and products from low added-value simple trading model
to a higher contribufion sophisticated supply chain management model.
Under the new model, the Group will develop its own R&D team,
lined up with original equipment manufacturers (OEM], and establish
its distribution networks in North America, Europe, Asia as well as
Middle East with the objectives to take up the management and
control over the whole supply chain and to serve its end customers
directly. This should improve the communication and operafing efficiency
for the whole chain, lower the overall production costs and increase

product competifiveness.

Human Resources Development

As at 30 June 2007, the Group employed a total of approximately
1,000 employees. There was no substantial change in the number of
employees during the period and most of them were hired by the

Group's production planfs in the PRC during the period.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (cont'd)

Business Overview (cont'd)

Human Resources Development (cont'd)

The Group has provided various in-house fraining programmes and
has enrolled courses provided by its machine suppliers for engineers
in order fo ensure that its technical staffs can operate the new machines
efﬁcienﬂy In oddHion, the Group also offers a variety of training

programmes to enhance career development among the employees.

Future Prospects

Amid the continual austerity measures implemented by the PRC
government, the growth rate of the PRC's gross domestic product is
still expected to achieve double-digit in 2007. In view of the upcoming
2008 Olympics Game in Beijing, it is expected that the demand for
high quality consumer products and worldwide standard packaging
will increase. Despite the enormous opportunities in the PRC market,
the Group still insists to maintain a prudem expansion po|icy in ferm
of sefting up new joint ventures with proper partners. Negotiations
with potential partners are still in progress and the management is
expecting to finalising at least one project by the end of 2007. The
management is optimistic that the demand for high quomy consumer
products, which is the major market segments of the Group, will be
growing fremendously along with the stable economic growth and
improving living standards in the PRC. The management will adopt the
following growth strategies and, at the same time, continue to tighten

its cost confrols and further improve in production efficiency.

Geographical Coverage

After the completion of the new plant in Anhui Province, the Group
has already strategically positioned its operations in the eastern, north-
eastern and western parts of the PRC. To enhance the Group's
geographical coverage in other areas of the PRC, the Group is looking
at setting up new joint venture in either the southern part or the
northern part of the PRC. The Group is actively seeking potential
partners in major cities of these areas, with the hope of finalising
negotiation for a joint venture soon. It is also the Group's strategy to

establish o joint venture in every two to three years.

Product Coverage

The Group's existing facilities are capable of producing all types of
consumer paper packaging products in any colour, size and shape.
To make full use of existing facilities’ capability and to explore business
opportunities in other product categories other than tobacco, the Group
is actively building up its customer base in other categories of consumer

products such as pharmaceutical, wine and health food.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont'd)

Future Prospects (cont'd)

Maximise Shareholders” Value

The Group applies flexible and proactive marketing and investment
strategies fo maximise shareholders’ value. The Group is committed to
achieving long-term growth by generating various revenue sources
and searching for good business opportunities as well as other

investment opportunities in a prudent manner.

LIQUIDITY AND FINANCIAL RESOURCES

The Group has maintained a stable financial position for the period.
As at 30 June 2007, the net debt fo equity rafio (Inferest bearing
liabilities less cash/Shareholders’ equity plus minority interests) was
decreased from 47.8%, as of 31 December 20006, to 46.0%. The
inferest coverage ratio of the Group's eamings before interest expenses,
tax, depreciation and amortisation (EBITDA] to interest expenses was
increased from 6.5 times, as of 31 December 2006, to 8.5 times.
The available cash on hand decreased from HK$195,193,000, as
of 31 December 20006, to HK$76,376,000.

CAPITAL STRUCTURE

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

Company.

EXCHANGE EXPOSURE

All the sales and purchases for the printed packaging division are
denominated in Renminbi ["RMB") and most of sales and purchases
for the distribution division are denominated in United States dollar or
Hong Kong dollar. Through the currency match for sales and purchases,

the exposure to exchange risks is minimised.
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EERRG -HEARORES DIRECTORS' INTERESTS IN SHARES, UNDERLYING

2 & & SHARES AND DEBENTURES

RZZELFAA=Z1TH ESFEBEEZHEALIRAAR As at 30 June 2007, the inferests of the directors and their associates
NAI(ERRBHARAE GO ([ExKBEHRO) HEXV in the shares, underlying shares and debentures of the Company
#) 2Bty - ARG REFTREEACHER AR FRE (within the meaning of Part XV of the Securities and Futures Ordinance
EERBEGRAESHETFEZEEMA R - R ["SFQO")), as recorded in the register maintained by the Company

BIMRAME LT ETAESETESRHZREST pursuant fo Section 352 of the SFO, or as otherwise notified to the
A (MEEFAD) BRMEARRRBEEBARSMAERA Company and The Stock Exchange of Hong Kong Llimited (the “Stock
A (B RpT]) 2 s mT Exchange’] pursuant to the Model Code for Securities Transactions by

Directors of Listed Issuers (the "Model Code”) contained in the Listing

Rules, were as follows:

BEE#RTZ R YNGR £5)
EEnA 54 EERYAE BAzBEDH
Number of issued Percentage of the issued
Name of director Capacity ordinary shares held share capital of the Company
AR L NEREARE
Mr. Hui King Chun, Andrew Held by frust 194,691,000 72.73%
(K et)
[Note)
Mt ZEBRODUN-—RE2EGRAEERZEHRFALAT Note:  These shares are registered in the name of Accufit Investments Inc.,
Accufit Investments Inc.Z ZE B * ZE2RETZLRT a company indirectly wholly-owned by a discretionary trust, the
B ARTFRIREEZREKE - beneficiaries of which are the family members of Mr. Hui King
Chun, Andrew.

BREXHEEEN  RZTZEFEA=1H HESE Other than as disclosed above, none of the directors nor their associates
EARELMEATARARAIIHEMBEEE(EER had any interests or short positions in the shares, underlying shares
EH LB GROIEXVE) 2kt - HEARGD REFTHER and debentures of the Company or any of ifs associated corporations

BEBREARAREZESRBERIEI2HBKGFEZE [within the meaning of Part XV of the SFO) as at 30 June 2007, as
LRz ERERESARE  RBEEETIAAGEARA required fo be recorded in the register maintained by the Company
B MR T 2 TR SAR o pursuant fo Section 352 of the SFO, or as otherwise notified fo the

Company and the Stock Exchange pursuant to the Model Code.
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FERR

R-ZZLFERNA=ZTH BREARFARREZLGE
BROIEI3OGEMEFEZ T ERREBLTMEBAT - B XA
REZETEZRDN  THRREAGARFARER
ARAZBHETRATHARBMRER AR

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2007, the register of substantial shareholders maintained
by the Company pursuant fo Section 336 of the SFO shows that,
other than the inferests disclosed above in respect of cerfain directors,
the following shareholders had notified the Company of relevant inferests
and short positions in the issued share capital of the Company.

21

(i) HE (i) Long positions
ARABBREEIOE T LB Ordinary shares of HK$0.10 each of the Company
e &1 HARRAC R
RERE® g% EBRHAE BAzBED
Number of Percentage of the
issued ordinary issued share capital
Names of shareholders Capacity shares held of the Company
Basab Inc. EaEZmA 194,691,000 72.73%
Beneficiary of trusts (Kfat1)
(Note 1)
Guardian Trustee Limited EaEZmA 194,691,000 72.73%
Beneficiary of trusts (Kfat1)
(Note 1)
Penta Investment Advisers Ltd. RE IR 32,482,000 12.13%
Investment manager (ffzt2)
[Note 2]
John Zwaanstra REEIE 32,482,000 12.13%
Investment manager (ffzt2)
[Note 2]
Evolution Capital Management LLC WEKE 24,518,000 9.16%
Investment manager
Evolution Master Fund, Ltd. SPC REEIB 24,518,000 9.16%
Investment manager
Penta Japan Fund, Lid. RELE 15,450,000 5.77%
Investment manager
Todd Zwaanstra RE KB 15,450,000 5.77%

Investment manager

ft it - Notes:

1. ZE R 5 LA fBasab Inc. (fE BBasab Unit 1. These shares are registered in the name of Accufit Invesiments
TrustZ 5/ AN) 2 EH B 2 A 8 Accufit Inc., which is 100% owned by Basab Inc. as trustee of the
Investments Inc..Z &% & & ° Basab Unit Trust Basab Unit Trust which is a unit trust owned by Guardian
JhE Guardian Trustee LimitedfE BIEFEA Z 24 Trustee Llimited as trustee of o discretionary trust, the
ERAEE s BUERES  EXHARITLK beneficiaries of which are the family members of Mr. Hui
SEHEZREKRE - EBE134,116,0008 & King Chun, Andrew. This comprises 134,116,000 shares
Accufit Investments Inc. E&m 8 2B H & beneficially held by Accufit Investments Inc. and 65,384,000
65,384,000l FARRIR-_ETET A=+ shares subject to put opfion arrangements as referred in the
RHBER 2 AHAMR 2 R RRTHMRR Company's announcement dated 25 October 2006 (of which
2Bt (KH4,809, 000k EREEEBX 4,809,000 shares have been disposed of before the balance
REAAME AR TBERRGREZTHMR sheet date hence are no longer subject to put option
R) - arrangements).

2. John Zwaanstra® & # & Penta  Investment 2. John Zwaanstra wholly owns Penta Investment Advisers Lid.
Advisers lid. °

3. FHEAR 2 & B Accufit Investments Inc. 2 E % - 3. Mr. Hui King Chun, Andrew is a director of Accufit Investments
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FERR (&
(ii) RE

ARAEREECIOELZ EBR

BR &

Names of shareholders

Penta Investment Advisers Lid.

John Zwaanstra

Evolution Capital Management LLC
Evolution Master Fund, Ltd. SPC
Penta Japan Fund, Lid.

Todd Zwaanstra
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ARAERM ETRBIERAFE 2 BT <P RIR -
THRBEE BRI :

1. FREEERAKEZAIBARTRE - RDAR

BYEEMEARBEE [TTHAR] 2B - M

BARAKILAR - FFEE—HERE/EFEFRE
FRRE YABEARAZEREERTHF - BR
EEeRGEEBAANA AT ESEHERER

ZENNRERTEZERT - HWRBAERER
BREABRMERGIF RETEERE  WES
SRRBREUERE o (TAEXA2.1K)

SUBSTANTIAL SHAREHOLDERS (cont'd)
(ii)

Short positions
Ordinary shares of HK$0.10 each of the Company

RSt £ EARDXTERT

gt BERSA BAZBED®

Number of Percentage of the

issued ordinary issued share capital

Capacity shares held of the Company

RELE 28,616,000 10.69%
Investment manager

REKE 28,616,000 10.69%
Investment manager

REKE 24,518,000 Q.16%
Investment manager

RELE 24,518,000 Q.16%
Investment manager

REKE 15,450,000 577%
Investment manager

REKE 15,450,000 577%

Investment manager

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

issued capital of the Company as at 30 June 2007.

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

During the six months period ended 30 June 2007, neither the
Company nor any of its subsidiaries purchased, sold or redeemed any

of the Company’s listed securities.

CORPORATE GOVERNANCE

The Company has adopted all the Code Provisions in Appendix 14 of
the Listing Rules except the following deviations:

1. Mr. Hui King Chun, Andrew is the founder and Chairman of
the Group. The Company does not at present have any officer
with the tile "Chief Executive Officer” and Mr. Hui has assumed
the role of both Chairman and Managing Director since the
establishment of the Company, and is in charge of the overall
management of the Company. The Directors infend fo maintain
this structure in future as it believes that this structure can
ensure efficient and effective formulation and implementation
of business strategies without compromising the balance of
power and authority between the Directors and management

of the Company. (Code Provision A.2.1)
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KitH HOLDINGS LIMITED
R E H R & F

tXER (&)

2. EBYFATESYREAETH  HAREAR
AERBERMAAES/NFERARB ZBERBEFAE
L®ESERBEEL - (FARXA4L TR

EXeRTERAEN  YREFSRRBEERELL
BRY -

ERZEE

RELTRAMEI4 EEEE - NNANFUREKIL
ENZES BERZECRNA-RBUIINTESA
e BEGZEELRERBRNAKRERA ZETRA
RIER - X BB  ABEZENRMBRREE (BRE
BABEZZPHMMBERE) ETR

ZEBEZIEREBRE  TRLEHEEERE M
SRR WTEZIHeAARARA 2B E -

FHEZEERBER 2R TESHRERELR=2%
UHATEZRETHALE SBRELTERMLEERLE -

EEETRFEXNZZEET A

o

ARBCERMD EHARRM K108 2 FEFR - KAR
AREREHENER  2REFCERIANBE_TTL
Eﬁﬂ_-?—ElJtﬁMNIHW REGTAFTETR
HZHAERE -

AEESW
EY
R R
B8 —ZEZHENATNA
Bt -

ARERARETHIERARK0.9736017T31.00%
TTZERBE -

ii. ETHRARBELNERIETL7 SELZERAL -

D3 =TT L HEHE INTERIM REPORT 2007

CORPORATE GOVERNANCE (cont'd)

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

(Code Provision A.4.1)

The Directors will review the current situation from time to time and
shall make necessary arrangements when the Directors consider
appropriate.

AUDIT COMMITTEE

In accordance with the Appendix 14 of the listing Rules, the Directors
established an Audit Committee since 1998 and the Audit Committee
currently comprises three independent non-executive directors. The Audit
Committee has reviewed with management the accounting principles
and practices adopted by the Group, and discussed auditing, infernal
control and financial reporting matters including the review of the
unaudited inferim financial statements.

REMUNERATION COMMITTEE

The major functions of the committee include: considering and
approving the remuneration policies proposed by the management,
remuneration package of executive directors and the Company’s share
option scheme.

The Remuneration Committee includes an executive director, Mr. Hui
King Chun, Andrew, and three independent non-executive directors,
Mr. Ng Chi Yeung, Simon, Mr. Tam Yuk Sang, Sammy and Mr. Ho
Lok Cheong.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code sef out in Appendix 10
of the Listing Rules. Upon enquiry by the Company, all directors of the
Company have confirmed that they have complied with the required
standards sef out in the Model Code throughout the six months ended
30 June 2007.

By Order of the Board
Hui King Chun, Andrew
Chairman
Hong Kong, 19 September 2007
Notes:

i The conversion of RMB info Hong Kong dollar is based on the exchange

rafe of RMB0.973601 = HK$1.00.

i. The conversion of United States dollar into Hong Kong dollar is based
on the exchange rate of US$1 = HK$7.8.
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