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Broadly recognized by the industry, Kith Group has been
awarded “The Best 100 Overseas Chinese Enterprises in
China” by The State Council, The Gold Award of Label = China
Print, one of “The Best 200 Small Asian Listed Companies” by
Forbes Asia and “Hong Kong Outstanding Enterprises” for three
consecutive years by Economic Digest amongst others.

The Group possesses 22 advanced production lines of gravure,
offset, flexo and silk-screen printing. In addition, we have
innovative production technologies along with remarkable
research and development capabilities; proven by more than
twenty patents have been granted. The Group also has attained
the certificates of 1SOQ000 quality accreditation, 1ISO14000
Environmental Management System & OHSAS18000 International
Occupational Health & Safety Management System. With these
strengths, we have accumulated an impressive clientele comprising
well-known market leaders in tobacco, wine, pharmaceutical and
health care product industries, and have established ourselves as
one of the best consumer package printing enterprises in China.
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FHIER INTERIM RESULTS
BEREBEERAR([ARA) zEES([EF2]) The Board of Directors [the “Board”) of Kith Holdings Limited (the
D ARBIREMBAR ([AEBDBE_Z "Company”] wishes to announce the unaudited interim results
—ZFRNAZTRERERAZREERTHRES - of the Company and its subsidiaries (the "Group”) for the six
BER-ZE——FRAZCERET  FBOT months ended 30th June, 2013, together with the comparative
figures for the corresponding period of 2012. The details are
as follows:
IEL S 6 CONDENSED CONSOLIDATED INCOME
STATEMENT
(REERK)
(Unaudited)
BEXA=THLAEA
Six months ended 30th June,
—E—-=F —ET—_4F
2013 2012
B &t FET TFHET
Notes HK$'000 HK$'000
BEREXER Continuing operations
W 2= Revenue 4 578,161 1,087,630
& KA Cost of sales (443,685) (949,967)
EH Gross profit 134,476 137,663
H AU A Other income 3,432 3,250
o 8E R EE Distribution and selling expenses (3,657) (3,779)
THHREZ Administrative expenses (74,722) (63,965)
FEWE 5 BRI A Impairment losses on trade
JEURER K ~ 3] & and other receivables,
BN KRB ZRERBE deposits and prepayments (168,080) -
RIEEEREZ Fair value loss on
NFEER held-for-trading investments (115) (327)
HiM B EEZ Fair value gain on
N E W = other financial assets 202 1,532
AHEEREZ Impairment loss on available-forsale
BEE B investments (379) (440)
A& AR Finance costs (17,473) (10,484)
& — 2 AR &8 Loss on disposal of an associate 10 (44,413) -
o — M E N5 Z B8 Share of loss in an associate (364) (4,385)
BREEAT (E18) 5% 7 (Loss) Profit before tax 5 (171,093) 59,065
Frig i it Income tax expense 6 (17,457) (12,193)

FIE A TS 2 AN HIR (Loss) Profit for the period from
(EH) & A continuing operations (188,550) 46,872
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GRS KR ()

ERIEREXR

ERIEREXBZ
2 HA ) i A

AEAME (B18) & A

THIALREAREHE
(B 1R) &M -

ARBVEERA
KEERIEGEER

IR
KEERIEREER

KAREEARLERNZ

BR (B8 &R :
KEFELERERIE
=N

KEFBEREER
HAR

KEERIEREXED
e N

Discontinued operation

Profit for the period from
discontinued operation

(Loss) Profit for the period
(Loss) Profit for the period

aftributable to:
Owners of the Company

From continuing operations
From discontinued operation

Non-controlling inferests

From continuing operations
From discontinued operation

CONDENSED CONSOLIDATED INCOME

STATEMENT (cont'd)

(REEZ)
(Unaudited)

BEAA=THLXEA
Six months ended 30th June,

—_E-=F —ET——F

2013 2012

B i FET FET
Notes HK$’000 HK$'000
Q - 37,169
(188,550) 84,041

(211,598) 22,030

- 37,169

(211,598) 59,199

23,048 24,842

23,048 24,842

(188,550) 84,041

(Loss) Earnings per share for profit

attributable to owners of the Company: 7

From continuing and discontinued

operations
Basic

Diluted

From continuing operations

Basic
Diluted

From discontinued operation
Basic

Diluted

HK(80.93) centsi& il

HK22.64 centsi& 1l

HK(80.93) centsi& L

HK22.64 cents/& 1l

HK(80.93) centsi& il

HK8.43 cents/B A1l

HK(80.93) centsi& il

HK8.43 cents/& 1l

HK14.21 cents/& 1l

HK14.21 centsi# 1l
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
(RBEZ)
(Unaudited)

BZEAXA=1+HIEAREA
Six months ended 30th June,

—E—-=F —T——4F

2013 2012

FET FET

HK$°000 HK$ 000

(Loss) Profit for the period (188,550) 84,041

Other comprehensive income for the period:

Exchange differences arising on translation
of foreign operations 12,705 (7,9706)
Fair value adjustment on availablefor-sale

investments (1,718) -

Other comprehensive income (loss)

for the period, net of tax 10,987 (7,9706)

Total comprehensive (loss) income

for the period (177,563) 76,065

Total comprehensive (loss) income for the

period affributable to:

Owners of the Company (205,427) 54,496
Non-controlling interests 27,864 21,569
(177,563) 76,065

04
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RS M BRR R

FRBEE

MR kR

BNHEEMRK

R —EEE QR 2 et

BERRTYEZ
EffEI &

BEME BERREZ
EffaI &
AHHERE

EERIBEE

R EERE

H B
i
BKE=7 2 EHER
BEMEKER - T4
BB

] e 1 B
TR E 3

55 5 L B
HEEERE

H B A
RARBERS

Non-current Assets
Property, plant and equipment
Prepaid lease payments

Interest in an associate

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

Deposit paid for acquisition of property

under development

Deposits paid for acquisition of property,

plant and equipment
Available-forsale investments

Deferred tax assets

Total non-current assets

Current Assets

Inventories

Trade and other receivables from

third parties, deposits and
prepayments
Tax recoverable
Prepaid lease payments
Shortterm loans receivable
Held-for-trading investments
Other financial assets

Bank balances and cash

Total current assets

(RIBER) (LT Z)

(Unaudited) (Audited)
R-ZE—=% RZE—ZF
ANB=+H +=-A=+—H

As at As at

30th June, 31st December,

2013 2012

HiaF FETT FET
Notes HK$’000 HK$'000
615,709 500,230

17,091 17,431

10 - 55,701
26,047 25,636

- 37,141

20,365 22,461

132 130

679,344 /48,730

162,319 162,780

11 571,999 /97,085
81 277

613 613

54,761 51,533

685 /96

202 1,009

127,588 57,044

918,248 1,071,137

/ /
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REBAE

FER B 5 R M E A
&1 BR 3K

HEAE

FEAS FEE AR R Z BB

R
MEMERE
——FRE B
mBRIERRE
REBEEFE
EERERABRE
FRBEE
MEMSEE
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EXEHIARR
FEmE B ERRE
EEFE
EXKHE
B A
Bt oa 18 M 48
&1 A HE
ZN/NETE RSN
FEIR R R

Current Liabilities
Trade and other payables

Tax liabilities

INTERIM REPORT 2013 / 8 3} &

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (cont'd)

Dividend payable to non-controlling

shareholders
Borrowings

Obligation under finance lease

— due within one year
Total current liabilities

Net Current Assets

Total Assets Less Current Liabilities

Non-current Liabilities

Obligation under finance lease

— due after one year
Deferred tax liabilities

Total non-current liabilities
Net Assets

Capital and Reserves
Share capital

Share premium and reserves

Equity atfributable to:

Owners of the Company
Non-controlling interests

Total Equity

(REEER) (F&#EZ)

(Unaudited) (Audited)
R=ZB—-=% WZE—_4F
~NA=+H +ZA=+—H

As at As at

30th June, 31st December,

2013 2012

i3 FET FE T
Notes HK$'000 HK$'000
12 203,866 199,006
12,461 13,153

35,426 15,058

13 516,335 548,037
108 375

768,196 775,629

150,052 205,508

829,396 1,044,238

- 16

50,526 47,503

50,526 47,519

778,870 996,719

14 26,145 26,145
392,304 597,731

418,449 623,876

360,421 372,843

778,870 996,719

06
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HRGREREZHR

(FEZH) [Unaudited|

558 The Group

RZB-Z%5-f-H At 1t Jonuary, 2013

HHEER Profitfor he period

REBNEBAEEL  Bichonge diferences arising on
EizZ franslafon of foreign aperafions

THLERE20TE

ARz AN

BEBNRBAELZ
EizE

FEREENEEE

BfrHE-RHELT
LER (W)

BR-RHELT
FEREEZRE

ERERIRRZKE

F-RHBLA iR
PEARER

RZE-ZF7AZ1A

Fair volue change on
avalbleforsle investments

Tolol comprehensive income
for he period

Dividends paid o noncontrolling
infeests of a subsidiary

At 30t June, 2013

[Unaudited|

The Group

At Tst Jonuary, 2012

Profitfor he period

Exchonge differences arising on
franslafon of foreign aperafions

Tolol comprehensive income
for the period

Deemed disposal of nferest
in o subsidiry fnote 20]
Dividends poid fo noncontrollng
inteests of a subsidiary
Dividends paid fo the
Company's shareholdsrs
Capitalisafion of sioutory
reserve of o sbsidiory

At 30h Jne, 2012

Bx

Share redempfion

capital

TEL

CONDENSED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

Rt BEEf LE¥R

BE Bk
Asset
Share revaluation

premium [eserve

TEr  TER

HKS000  HK$'000 HK$'000  HKS'000

26,145

74215 52,970

HKS000  HK$'000  HK$'000

EY REEH RE
i HE EH
Investment

Capital Translation revaluation ~ Retained
reserve  reserve  profis

TEL  TET  TER

HKS'000  HK$'000  HK$'000

110,196 1718 228,102

- [211,59)

7,889 - -

- (1718) -

@it

Totol
FAT
HK$'000

996,719
(188,550]

12,705

[1718)

7,880 (1718 (217,598

(177,563

[40,280)

74215 52,970

778,870

954,119
84041

[7976)

76,005

>

20,738)

(26.944)

(1249

74215 54,194

118,085 - 16504
105,167 - 216785
- - 019
14,703 - -
14,703 - 50199
- -
- - 1,24
- - (13,508
100,464

- 251365 621,299

971,259
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INTERIM REPORT 2013 / 8 3} &

CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY (cont'd)

Notes:

(i)

(ii)

(i)

(iv)

Capital redemption reserve arose from the reduction of the
nominal value of the issued share capital of the Company upon
the cancellation of the repurchased shares.

The enterprise expansion fund and reserve fund are set up by
subsidiaries established and operated in the People’s Republic
of China (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 fo increase the capital of the relevant PRC subsidiaries and
the reserve fund can be used in setting off deficit or fo increase
the capital of the relevant PRC subsidiaries.

Other reserves represent the amount of enferprise expansion
fund capitalised by the relevant PRC subsidiaries and the
difference beftween the net proceeds received or paid affter
deducting the transaction costs and the adjustment to the non-
controlling interests resulted from the equity fransaction with non-

controlling interests.

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.

08
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HRGEHEESRE R CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS
(REBEXR)
(Unaudited)
BEAA=Z+BLAEA
Six months ended 30th June,
—E-=%F —E—F
2013 2012
FET FET
HK$'000 HK$'000
REXBHEZ Net cash from operating activities
W FH 129,202 53,284
WA (FI{EA)  Net cash from (used in) investing activities
ZBEFE 5,947 (35,933)
BEXBHER Net cash used in financing activities
LB e FE (68,996) (29,975
HehReSFEEBE 2 Net increase (decrease) in cash and
O ) F58 cash equivalents 66,153 (12,624)
HMzRENBEE Cash and cash equivalents at beginning
ZHIEH of period 53,170 89,057
SNEFE R EH) v 8 Effect of foreign exchange rate changes 1,972 (2,529)
HRzRENRBEE Cash and cash equivalents at end
ZHIEH of period 121,295 73,904
B Represented by:
WITEBR LIRS Bank balances and cash 127,588 73,004
RITHE X Bank overdraft (6,293) -
121,295 73,904
FI0EEF20BE B AT HEEKRE 2 — The notes on pages 10 to 26 form part of this inferim
B o consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1.

General information

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Llimited (the “Stock Exchange”).
The directors consider Accufit Investments Inc., a company
incorporated in the British Virgin Islands, to be the parent and
ultimate holding company of the Company. The address of
the registered office and principal place of business of the
Company are Clarendon House, 2 Church Streef, Hamilton
HM11, Bermuda and 1st Floor, Hing lLung Commercial
Building, 68 Bonham Strand East, Hong Kong, respectively.

On 23rd December, 2011, the Stock Exchange granted an
approval in principle (the “In Principle Approval”) for the Group
to spin off its design, development and sale of integrated
circuits business through a separate listing of Megalogic
Technology Holdings Limited ("Megalogic Holdings"), a then
subsidiary of the Company, on the Growth Enterprise Market
["GEM") of the Stock Exchange (the “Spin-off’).

The Spin-off was complefed on 19th January, 2012. Upon the
completion of the Spin-off, the Group's inferest in Megalogic
Holdings was diluted from 52.01% to 39.01% and resulted in
losing control of Megalogic Holdings. Megalogic Holdings was
deconsolidated from that date and the investment in Megalogic
Holdings was recognised as interest in an associate. For the
presentation of the condensed consolidated interim financial
statements for the six months ended 30th June, 2012, the
design, development and sale of integrated circuits business
was regarded as “discontinued operation”. Details are set out
in note 9.

10
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AR S B ER B M (&) NOTES TO THE CONDENSED CONSOLIDATED

REEE
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HEBHRE MR - BRSATHYBERED
BARBERZEGEN YER-_FT—=FN
A=tREZEESHE - REEXERESTH
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LFEEHBERE —HHE -

516,335,000 T ([fEE]) - RZFE—=9F X
ZTERBEFAREAHNRIL BETFESEDN

B
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PRBERBTRFEEATHRARERE AR AE
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HAME-

ARBEERR  WERTI R AEBER
RARRAGREADANZIFELEERBERE

(1) HBEAFIRREM S - AEBEERRITR
H BN BE 7 0 R (B R B B R
B SALEERHSHTORMERE -

(2) AEEBEHMEERTEERERARAZ
F=NREEWTER -

FINANCIAL STATEMENTS (cont'd)

2.

Basis of preparation

The Group’s unaudited condensed consolidated interim
financial statements have been prepared in accordance with
the applicable disclosure provisions of Appendix 16 tfo the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) and with Hong Kong Accounting Standard
("HKAS") 34, Interim Financial Reporting, issued by the Hong
Kong Institute of Certified Public Accountants (the "HKICPA").
The condensed consolidated interim financial statements have
been reviewed by the Audit Committee of the Company and
were approved by the Board on 30th August, 2013. The
unaudited condensed consolidated interim financial statements
should be read in conjunction with the annual financial
statements for the year ended 31st December, 2012.

As at 30th June, 2013, the Group incurred tofal borrowings of
HK$516,335,000 (the “Borrowings”). Out of the Borrowings,
an aggregate amount of approximately HK$417,857,000
("Aggregate Overdue Amounts”) of trust receipt loans and other
loans was overdue at 30th June, 2013 and up fo the date of
this report.

These conditions indicate the existence of a material uncertainty
that it may be unable fo realise its assefs and discharge its
liabilities in the normal course of business.

In the opinion of the directors of the Company, the Group will,
subject to the following arrangements, be able to mainfain itself
as a going concern in the foreseeable future:

(1) In respect of the Aggregate Overdue Amounts, the
Group has negotiated with the banks and other loan
lenders and obtaining permission to suspend the
repayment of the Aggregate Overdue Amounts, in order
to allow the Group time fo find new financing sources.

(2) The Group is currently in confidential discussions with
third party investors who have indicated interest in
investing in the Company.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

3.

Accounting policies

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the
year ended 31 December 2012, as described in the annual
financial statements.

° HKFRS 10, “Consolidated Financial Statements”.
Under HKFRS 10, subsidiaries are all entities (including
structured entities) over which the Group has confrol.
The Group controls an entity when the Group has power
over an entity, is exposed to, or has rights to, variable
returns from ifs involvement with the enfity and has the
ability to affect these returns through its power over
the enfity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group. They
are deconsolidated from the date that control ceases.
The Group has applied HKFRS 10 refrospectively in
accordance with the transition provisions of HKFRS 10.

The adoption of HKFRS 10 had no impact to the
Group's results and financial position.

. HKFRS 11, “Joint Arrangements”. Under HKFRS 11,
investments in joint arrangements are classified either
as joint operations or joint ventures, depending on the
contractual rights and obligations each invesfor has
rather than the legal structure of the joint arrangement.
Under HKFRS 11, the jointly-controlled entities have
been assessed to be joint ventures.

The adoption of HKFRS 11 had no impact to the
Group's results and financial position.

o HKFRS 13, “Fair Value Measurement”. The Group has
included the disclosures for financial assets (see Note 5)
and non-financial assets (see Note 17).

Taxes on income in the interim periods are accrued using the
tax rate that would be applicable to expected total annual
earnings.

There are no other new or amended standards and
interpretations that are effective for the first time for the Period
that could be expected to have a material impact on the Group.

12
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

3.

Accounting policies (cont'd)

The following new or amended standards and interpretations
have been issued but are not yet effective for the financial year
beginning 1 January 2013 and have not been early adopted:

. HKAS 32 (Amendment] — Financial Instruments:
Presentation'
. HKAS 36 [Amendment) — Recoverable Amount Disclosures

for Non-financial Assets'
° HKFRS 7 and HKFRS @ [(Amendments) — Mandatory
Effective Date and Transition Disclosures?

° HKFRS @ — Financial Instruments?
. HKFRS 10, HKFRS 12 and HKAS 27 (revised 2011)

(Amendments) — Investment Entities’

o HK(IFRIC) Interpretation 21 - Levies'

Changes effective for annual periods beginning on or
after 1 January 2014
Changes effective for annual periods beginning on or
after 1 January 2015

The Group anticipates that the application of the above new or
amended standards and interpretations has no material impact
on the results and the financial position of the Group.

Revenue and segment information
Segment information

Management has determined the operating segments based on
the reports reviewed by the executive directors that are used
fo make strategic decisions. The Group's operating businesses
are sfructured and managed separately according fo the nafure
of their operations and the products and services they provide.
Each of the Group's operating segments represents a strafegic
business unit that offers products and services which are
subject to risks and returns that are different from those of other
operating segments.

The Group is currently organised into three main
operating segments for confinuing operations — prinfing
and manufacturing of packaging products, distribution of
television business-related products and distribution of other
electronic and related products. For the six months ended
30th June, 2012, the Group's design, development and sale
of integrated circuits operating segment was re-classified as
discontinued operation.
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&) NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)
4. Revenue and segment information (cont'd)
Segment turnover and results
ST AREF LR S The following is an analysis of the Group's turnover and results
by reportable segment.
BRLERE
%%
FEREXK Discontinued
Continuing operations operation
VRl & 28 SHEM ERER
EE  ERER ETR EERNE i3]
BfER HHER HHES B R#EE B
Distribution  Distribution Design,
Printing and ~ of television of other development
manufacturing business- electronic and sale of The
of packaging related and related integrated Group
products products products Total circuits Total
FET FET FAT FAT FAT FAT
HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Six months ended
30th June, 2013
(Unaudited)
SEGMENT REVENUE
Reportable segment revenue 390,283 25,427 62,45 578,16 - 578,16
Eliminafion of intersegment revenue - - - - - -
Consolidated revenue 390,283 25,427 162,451 578,161 - 578,161
SEGMENT RESULTS
Reportable segment profit/{loss) 71,048 15,037 464 67,375 - 67,375
Interest income 237 - 237
Fair value loss on held-fortrading
investments (115) - (1195)
Impairment loss on frade and other
receivables, deposits and prepayment [168,080) - (168,080
Impairment loss on availableforsale
investments (379) - (379)
Fair value gain on other financial assets 202 - 202
Share of loss in an associate (364) - (364)
Loss on disposal of an associate (44,413) - (44,413)
Unallocated corporate expenses (8,083 - (8,083)
Finance cosfs (17,473) - (17,473
Consolidated loss before tax (171,093) - (171,093

14



KitH HoLpings LiviTep 5 B & B H R @ I

AR S B ER B M (&) NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (cont'd)

4. WERkoEER (&) 4. Revenue and segment information (cont'd)
PHEEEREE (B Segment turnover and results (cont'd)
BRI
£%
RELEER Discontinued
Continving operations operation
ENRI & N DHEEM EHER
¥ E  EREB ETK Rat FE AEE
aEkER HBER HWEED B RHE B
Distribution  Distribution Design,
Prinfing and ~ of television of other development
manufocturing business-  electronic and sale of The
of packaging related  and related integrated Group
products products products Tofal circuits Tofal
FET FHET FET FET FET FET
HK$'000 HK$'000  HK$'000  HK$'000  HK$'000 HK$'000
HEZ-B--F% Six months ended
AA=THLEAEAR 30th June, 2012
(RBER) (Unaudited)
PENE SEGMENT REVENUE
ARGz BENE Reportable segment revenue 407,036 49,864 631,082 1,087,982 - 1,087,982
2 ¥R o 5 s Elimination of inter-segment revenue - - [352) [352) - (352)
fRakaE Consolidated revenue 407,036 49 864 630,730 1,087,630 - 1,087,630
PERE SEGMENT RESULTS
AREZ D EEF (BE) Reportable segment profit/{loss) 71,803 (3,463) 14,875 83,215 - 83,215
FEKA Interest income 467 - 467
FIEEBREZRATEERE Fair value loss on held-fortrading
investments 327) - (327)
AREERE ZRERE Impairment loss on available-forsale
investments (440) - (440)
HuEBEE 2 R FEKRE Fair value gain on other financial assets 1,532 - 1,532
AME—EHELRZER Share of loss in an associate (4,385) - (4,385
RRELE—EIBARAELZ  Gain recognised on deemed disposal
MR W of interest in a subsidiary - 37,169 37,169
APEZEERY Unallocated corporate expenses [10,513) - (10,513
BEKAK Finance cosfs (10,484 - [10,484)
BRI AT LR A i A Consolidated profit before tax 59,065 37,169 96,234
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TEEE
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PREE
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DZAE

BEEZ DT -

At 30th June, 2013
(Unaudited)

SEGMENT ASSETS

Reportable segment assefs

Availablefor-sale invesiments

Deferred tax assefs

Tax recoverable

Deposits paid for acquisition
of properties under development

Held-fortrading invesiments

Other financial assets

Unallocated corporate assets

Consolidated fotal assets

INTERIM REPORT 2013 / 8 3} &

Segment assets

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

4. Revenue and segment information (cont'd)

The following is an analysis of the Group's assets by reportable

segment.

BRLERE

5%

RELEER Discontinued

Continuing operations operation

VR R 2% AHEM SRER
kB EREH ETR Rt BR A58
BkER HEER HAHER B R#EE B

Distribution  Distribution Design,

Printing and ~ of television of other development
manufacturing business- electronic and sale of The
of packaging related and related integrated Group
products products products Total circuits Total
FET FET FET FET FET FET
HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
1,129,983 18,277 395,717 1,543,977 - 1,543,977
20,365 - 20,365
132 - 132
81 - 81
26,047 - 26,047
685 - 685
202 - 202
6,103 - 6,103
1,597,592 - 1,597,592
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RS M ER B M et () NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)
4. WERkoEER (&) 4. Revenue and segment information (cont'd)
PEEE (&) Segment assets (cont'd)
BRIERE
%
BEms R Discontinued
Continuing operations operation
IR nDHE DHEEM ERER
EE  BREH BTk Rat - A N SE]
BXEm HBEER HBER ok RHE EaE
Distribution  Distribution Design,
Prinfing and ~ of television of other development
manufacturing business:  elecronic and sale of The
of packaging related  and related integrated Group
products products products Tofal circuits Total

T TET TET FET TET TET
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

RZBE--F+=-H=+—-H At 31st December, 2012

(BEK) (Audited)
PEEE SEGMENT ASSETS
ARECHEEE Reportable segment assefs 1,129,248 27,060 545,695 1,702,003 - 1,702,003
R—EBE AR Interest in an associate 55,701 - 55,701
AHRHERE Availablefor-sale investments 22,461 - 22,461
ELHREE Deferred fax assets 130 - 130
AU E R IE Tax recoverable 277 - 277
BEZRTNEZ Deposits paid for acquisition

EfEe of properties under development 25,636 - 25,636
RIEEERA Held-fortrading invesiments 796 - 796
AR EEEE Unallocated corporate assets 12,863 - 12,863

RAEBAE Consolidated fotal assets 1,819,867 - 1,819,867



RS M % AR B MY EE ()

FHESEXB 2 AHBRBA (BR) #R 5.

FECEEB  APBBRLA (BHR) &7

B (GEA)

BTHKE (BEEEHE)
ERRR-HAXZFERR
ME - BERREBNE
BN R E A 5z 5
HEME BB RRE2ER
B UA

B X

HIRELE
BIHEATR IR -

BEFEH
BB AN R Z 118

EEBERZ, (E)

INTERIM REPORT 2013 / 8 3} &

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

taxation

(Loss) Profit for the period from continuing operations before

(Loss] Profit for the period from continuing operations before

taxation has been arrived at affer charging/(crediting):

Staff costs

Retirement benefits scheme contributions

Total staff costs including directors’ emoluments
Cost of inventories recognised as an expense
Depreciation of property, plant and equipment
Amortisation of prepaid lease payments

Loss on disposal of property, plant and equipment
Interest income

6. Income tax expense

Continuing operations:
The charge comprises:
Current tax:

Hong Kong Profits Tax
Taxation outside Hong Kong

Deferred tax charge/(credit)

(REER)
(Unaudited)
BEXNA=+HLEAREA
Six months ended 30th June,

—E—-= —E——4F
2013 2012
FET FET
HK$'000 HK$'000
59,334 57,261
7,040 6,483
66,374 63,744
443,685 Q49 967
27,513 26,543
306 306

- 910

(237) 467)

(REER)
(Unaudited)
BEXA=t+HLAEA
Six months ended 30th June,

—E-=F —E—_F
2013 2012
FET Fi&ET
HK$'000 HK$'000
- 1,520

14,553 12,192
14,553 13,712
2,904 (1,519)
17,457 12,193
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

6.

Income tax expense (cont'd)

Hong Kong Profits Tax is calculated at 16.5% (2012: 16.5%)
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 enterprise income
tax of the People’s Republic of China (the "PRC") calculated at
the applicable rates on the estimated assessable profit of the
Group's PRC subsidiaries for the relevant period.

(Loss) Earnings per share
From continuing operations
The calculation of the basic and diluted earnings per share from

continuing operations atiributable to owners of the Company is
based on the following data:

(REER)
(Unaudited)
BZEXA=t+HBLAEA
Six months ended 30th June,

—E=—= —ZTE—=F
2013 2012
FHETT FET
HK$°000 HK$'000
(BR) &R (Loss) Earnings
RARHEAE N FEAL AN H (Loss| Profit for the period attributable to owners
(E18) &7 of the Company (211,598) 59,199
W ARNBHEE ARGABME  Lless: Profit for the period attributable to owners
REERIEEEED of the Company from discontinued
2 operation - (37,169)
AN EREFERCEER (Loss] Earnings for the purposes of basic
FREAREERN 2 (BE)  ond diluted earnings per share
B from continuing operations (211,598) 22,030
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7. BR(ER) BF (&)
REFELEEY (H)

g ¢=| Number of shares
AUGTESRERREERF
2B N 19 E

per share
BRER (BE) BF GEAD
Fh#EE (BER) 258 GBI

HREE T —=FR-_FT—Z-F~A=FAHL
NEATEABERETEEZ ERREFE - At
ZMBEHR SRE SR EGRERBMER -

RECKRILREXL

BEARAEEABGERAGREEC R LELEE
B2RMHBET(ZF—Z4F : 37,169,000%
TOREXRFLzERERAREERNZ S &
HEORBORLIEEEBZEREARBER
FMASRIEIL(ZE—ZF: §R14.21840) -

8. BE
TESEEE-_S—=ZF~A=Z+HIEANEAZ
FPEHRE BE-E-——FXA=+HILXNEA
ZHHBBEESRI SBWAER = —=—F+—
AiIRft - &K BE4,706,000% 7T °

REBE-E——F+-A=+—RALEFEE T
EREARGERE M _E——ERARLER
LA 3 - & F£11,243,0008 T ER =
T——FtA%f-

Basic (loss) earnings per share (in HK cents)

Diluted (loss) earnings per share [in HK cents)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

7. (Loss) Earnings per share (cont'd)
From continuing operations (cont'd)
(RBER)
(Unaudited)
BEANA=ZTHLEREA
Six months ended 30th June,

Weighted average number of ordinary shares
for the purposes of basic and diluted earnings

—E—= —E——F
2013 2012
261,453,600 261,453,600
(80.93) 8.43
(80.93) 8.43

For the six months ended 30th June, 2013 and 2012, diluted
earnings per share is the same as the basic earnings per share
as there were no dilutive potential ordinary shares in existence
during both periods.

From discontinued operation

Basic and diluted earnings per share for the discontinued
operation is HKO cents per share (2012: HK14.21 cents per
share), based on the profit for the period attributable to owners
of the Company from disconfinued operation of approximately
HK$O (2012: HK$37,169,000) and the denominators detailed

above for both basic and diluted eamings per share.

8. Dividends

No inferim dividend in respect of the six months ended 30th
June, 2013 is declared. An interim dividend of HK1.8 cents
per share for the six months ended 30th June, 2012, fotalling
HK$4,706,000, was paid in November 2012.

No final dividend was proposed for the year 31st December,
2012. The 2011 final dividend of HK4.3 cents per ordinary
share, totalling HK$ 11,243,000, was paid in July 2012.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

9.

Discontinued operation

On 4th May, 2011

deemed disposal transaction by way of the spin-off of design,

, the Company announced a possible

development and sale of integrated circuits business through
a separate listing of Megalogic Holdings on the GEM of the
Stock Exchange. Details are set out in note 1.

The Spin-off was completed and Megalogic Holdings was
successfully listed on GEM of the Stock Exchange on 19th
January, 2012. Upon completion of the Spin-off, a gain of
approximately HK$37,169,000, being the difference between
the fair value of interest retained by the Group and the net
assets of Megalogic Holdings effectively held by the Group
together with the goodwill recognised, was recognised in the
condensed consolidated income statement of the Group for the

six months ended 30th June, 2012.

The net assets of Megalogic Holdings at the date of deemed
disposal were as follows:

BE-®2-_-F
NA=Z+HLEREAR
Six months ended
30th June, 2012

FHET
HK$'000
KE—EME A BESER Fair value of interest retained in interest in
= Fﬁﬂ?ﬁ%@?ﬁﬁﬁ A an associate upon loss of control
AN S| of a subsidiary 62,415
BEHEIRARELHEZHE  Assets of a disposal group classified as held
HeEzEE for sale disposed of 49,299
EHEAEZEESBERFIELE 2 Llabiliies directly associated with a disposal group
HEESHEE8E classified as held for sale disposed of (3,293)
EHEAEFE Net assets disposed of (46,006)
FEFE IR 2 Non-controlling interests 20,760
BV & — R E QR Gain recognised on deemed disposal
R TR 2 W of inferest in a subsidiary 37,169

HABEHEMER Z WSt A RERA RERA
AHRRE DRI EEEBZEH -

BEEMEHENLI32,0008 TERNRIEL ER
BRERERM -

The gain recognised on deemed disposal is included in
the profit for the period from discontinued operation in the

condensed consolidated income statement.

An amount of approximately HK$132,000 in asset revaluation
reserve is transferred to retained profits upon the deemed

disposal.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

10. Interest in an associate

(REER) (fe &%)
(Unaudited) (Audited)
—E-=F —E——F
ANA=TH +=ZRA=+—H
30th June, 31st December,
2013 2012
FHETT FHET
HK$'000 HK$'000

Fair value of listed investment retained upon loss
of control of a subsidiary - 62,415
Share of loss in an associate - 6,714)
- 55,701

The interest in an associate as at 31st December, 2012
represents a 39.01% interest in Megalogic Holdings, a
company with shares listed on the GEM of the Stock Exchange.

On 16th April, 2013, the Group disposed 99.9% of its inferest
in Megalogic Holdings and it ceased to be an associate of
the Group since that date. The remaining 0.01% inferest in
Megalogic Holdings is then accounted for as held-fortrading
investments in the condensed consolidated statement of financial
posifion.

The loss on disposal of the associate is as follows:

(REEER)
(Unaudited)
BE-ZT—=F
ANA=tHIEAER
Six months ended
30th June, 2013

FET

HK$°000

B E W E 2 B FE R Net consideration received from disposal 10,922
R—HEEEERE A 2#Ezm  Carrying amount of the interest in

2 BREE an associate disposed (55,335)

HE—MEE QR EE Loss on disposal of an associate (44,413)
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1. EWFE=FzEZERAREGCERER -FT&Rk
BNRE
AEBGKRTHESREFZEFHBREHAI0E
1208 - B E=F 2 E 5 ERREMERE
e RBENREFRERRESERES B
515,266,0008 (= E—=F+=-A=+—8:
775,712,00070) - BRAMLASZREDITT :

60H A Within 60 days
61—90HR Within 61 = Q0 days
QOHR M E More than 90 days

12. ENESRARHMEMER
ENESRAREMENSERPBEREMNE S K
AR B146,303,0008 L (ZE——F+ A4
=+—H:138,573,000& T) - BRI &% 2

FREe O MTANT

60R Within 60 days
61—90HR Within 61 = 90 days
Q0H M E More than 90 days

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

Trade and other receivables from third parties, deposits and
prepayments

The Group allows an average credit period of 30 to 120
days to its frade customers. Included within trade and other
receivables from third parties, deposits and prepayments
are trade receivables balance of HK$515,266,000 (31st
December, 2012: HK$775,712,000), the aged analysis of

this balance is as follows:

(RBER) (EEZ)
(Unaudited) (Audited)
—E—=F —EF-——F
AA=t1H +=-ZA=+—H”
30th June, 31st December,
2013 2012
FET FET
HK$°000 HK$'000
107,755 578,407
11,920 52,572
395,591 144,733
515,266 775712

Trade and other payables

Included within trade and other payables are trade payables
balance of HK$146,303,000 (31st December, 2012:
HK$138,573,000), the aged analysis of this balance is as

follows:

(REERZ) (g %)
(Unaudited) (Audited)
—EBE-=F T
AA=TH +=—A=+—H
30th June, 31st December,
2013 2012
FET FET
HK$°000 HK$'000
48,243 82,370
17,592 7,397
80,468 48,806
146,303 138,573
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

13. BE 13. Borrowings
(REEZR) (fsE=%)
(Unaudited) (Audited)
—E—=F —E-CF
AA=+H +=-ZA=+—H
30th June, 31st December,
2013 2012
FHET FHET
HK$°000 HK$'000
RBAE Current liabilities
RITEX Bank overdraft 6,293 3,874
EMERITIEE Shortterm bank borrowings 236,796 150,416
RHRITIEE Long-term bank borrowings
——FRENHBEEZRT — portion of bank loans due for repayment
ERHBMH within one year - 17,770
——FRRINPEERS — portion of ferm loans from bank due for
FIBER ESRERIRR 2 repayment after one year which contain
TEBRITE A a repayment on demand clause - 38,676
BEEX Factoring loans - 5,760
ERBIEER Trust receipt loans 196,168 242,378
HER Other loans 77,078 89,163
BEARE Total borrowings 516,335 548,037
DR Analysed as:
HEA Secured 124,988 117,999
E i Unsecured 391,347 430,038
516,335 548,037
R-E—=FNA=+H AEBEZEEREE At 30th June, 2013, the Group's borrowings were due for
FpBEHY 2 BEERB B RMBREREZRKE repayment as follows, which are based on the scheduled

BHRERTZEZIHWANT

fEEEREE
EEREER—FA
—FREMFA
MERERFA

repayment dates set out in the loan agreements and ignore the
effect of any repayment on demand clause:

(REER) (fe &%)
(Unaudited) (Audited)
—E—-= —E—C—F

~NB=+H +=A=+—8H
30th June, 31st December,

2013 2012
FET TET
HK$'000 HK$'000

Carrying amount repayable:
On demand or within one year 516,335 509,361
After one year but within two years - 28,089
After two years but within five years - 10,587
516,335 548,037

24



25

KitH HoLpings LiviTep 5 B & B H R @ I

AR S M % AR B MY EE ()

14.

15.

16.

@S

FREEC. VBT EERK

JETE
R—_E——F—A—H
—E—=F—A—HK
—E—=FXA=+H
BETRARE
R—_E——F—A—H
—F-=f-A-AK
—E—=FXA=+H
BEREE
FHRWREBEREEZ
EARRE
—ERBERELN
—BE4

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (cont'd)

14.

Share capital

Ordinary shares of HK$0.1 each

Authorised:
At 1st January, 2012,
Tst January, 2013
and 30th June, 2013

Issued and fully paid:
At 1st January, 2012,
Tst January, 2013
and 30th June, 2013

15.

Capital commitments

Capital expenditure in respect of the

acquisition of tangible assets:

— authorised but not contracted for

— contracted for

ZEFREL RN ERZR A MR E BE -

HREME

NEBEEWBRRKEER - AEEILEEM

ERFARAME -

[ &vik - ¢=| k-]
Number of shares Amount
FET

HK$°000

1,000,000,000 100,000
261,453,600 26,145
(REER) (EEZ)
(Unaudited) (Audited)
—E—=F —E-CF
ANA=t+H +=—A=+—8H
30th June, 31st December,
2013 2012

FET FET
HK$°000 HK$'000
26,085 -

- 2,314

The amounts are not provided in the condensed consolidated

financial statements.

Contingent liabilities

The Group had no significant contingent liabilities af the date of

condensed consolidated statement of financial position.
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NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (cont'd)

BEALRS 17.

AREEREEANEFEATET RSN

BEAL

Related parties

ReEME

Oncapital Limited AEEENZ2EE

Rental paid by the Group

RZEB-—=ZFRA=1+H ARABO—HBILE
ZHEA—EER  KREEEH29,228,000%
7T+ 3 AOncapital Limited 2 2 1T AR 10 2 AR 17 £ 17
NEF IR EZE 2 A BRELER -

TBEEASZHH
HR EFERTEEEE L LKA HHE
mF

% HA4E A
BBt & tm A

Shortterm benefits

Post-employment benefits

BEERTIETBRABZEMDNEERRSE ZEH
RRRMIGBBIRETE

B EXPEESN  EH A R A LT
HEMWERARZRS MR-ZZBE-—=FA=THNE
HEEAN LS REMEREER

Nature of transactions

Related party transactions

During the period under review, the Group had fransactions
with the related parties as follows:

(REER)
(Unaudited)
BEANA=1tHLEARER
Six months ended 30th June,

—F-=F —T=F
2013 2012
FET FET
HK$'000 HK$000
219 438

As at 30th June, 2013, the Company borrowed a loan
from an independent third party with outstanding balance of
HK$29,228,000 which was secured by share charge of the
issued shares of Oncapital Llimited, and personal guarantee
executed by Mr. Hui King Chun.

Remuneration of key management personnel

The remuneration of directors and other members of key
management during the period is as follows:

(REEER)
(Unaudited)
BEANA=1tHLAMEA
Six months ended 30th June,

—EB-=5F —ET—_fF
2013 2012
FET FET

HK$°000 HK$'000
1,672 1,638
15 13
1,687 1,651

The remuneration of directors and key executives is determined
having regard to the performance of individuals and market
trends.

Save as disclosed above, there were no other significant
transactions with related parties during the period or significant
balances with them as at 30th June, 2013.
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TEKERBZBERTERS78,161,0008 T * B
—E - FRHPREMD46.8% - @I:E—Ei
NAZTRAERNEARZARRERE AEBEEER

1,598,000 T - E= AR E B REFALDEE
BEABHEBR ARBRIZRALE—R
Al Z E51844,413,0007% 7T & FE U E 5 IR 32 B E
E518168,080,000% 7T °

RN
EERE N

REBE_Z—=ZF"A=THLEXEAR Xx£H
ERARMSHEENRAEEER 2B R EZE
%%42999%%*’LAFE}$%I’§?X%E§% (A
BIFFA /10,922,000% T * BEHE —fE B
NAZEEA4,413,0008 T - BB 5 ZFH15
ERARRBEMA T —=FOA+TAAR_-E
—=FOA+TNBZRHHEKE -

H

INTERIM DIVIDEND

The Board do not recommend the payment of an inferim cash
dividend (2012: HK1.8 cents) for the six months ended 30th
June, 2013.

MANAGEMENT DISCUSSION AND ANALYSIS

Operation Results

The first six months of 2013 has been a difficult time for the
Group.

Total turnover of the Group from continuing operations for
the six months ended 30th June, 2013 substantially declined
46.8% to HK$578,161
2012. loss aftributable to owners of the Company amounted to

HK$211,598,000 for the six months ended 30th June, 2013.
This is the first time the Group reported a loss attributable to

,000 from the corresponding period in

owners of the Company. The loss is mainly aftributable to the
loss on disposal of an associate of HK$44,413,000 and an
impairment loss on trade receivables of HK$168,080,000.

During the six months ended 30th June 2013, the Group had
disposed 99.9% of its inferest in Megalogic Holdings, a then
associate company of the Group, in the open market for a net
consideration of approximately HK$10,922,000, resulting
in a loss on disposal of an associate of HK$44,413,000,
in order to generate working capital for the Group. Details
of this transaction had been disclosed in the Company's
announcements dated 16th April, 2013 and 18th April, 2013
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)
Operation Results (cont'd)

The decline in sales turnover of the Group was the result of
a serious detferioration of the business segment of distribution
of electronic and related products. The sales turnover of this
business segment decreased from HK$630,730,000 to
HK$162,451,000. From the beginning of year 2013, the
banking facilities for this business segment had continued
to squeeze, and was frozen enfirely on April 2013. As the
trading business of this business segment relied mainly on the
bank trading faciliies and opening of documentary credits
for purchases, consequently the Group was unable to provide
purchases by the existing customers since May 2013. This, in
turn, caused the business of this segment to come to a halt,
and the existing customers of the Group also suffered from
shortage of supply from the Group and a lof of them had to
readjust their operational models for this change. Many of these
customers were facing short term cashflow problem because of
this change and their repayment of the Group's trade debts was
slowed down. After assessing the recoverability, and taking
into consideration the lengthening repayment period of these
debtors, an impairment allowance of HK$168,080,000 had
been made and charged to the condensed consolidated income

statement for the six months ended 30th June, 2013.

The slowing down of collection of these trade receivables
directly led to the liquidity issues of the Group. Because of
this, the Group was unable to repay ifts borrowings from
banks and other financial institutions on time. As at 30th
June, 2013 and at the date of this report, an amount of
approximately HK$417,857,000 of trust receipt loans and
other loans became overdue. The Group has negotiated with
banks and other lenders and obtaining permission fo suspend
repayment of the borrowings, allowing the Group time to find
new replacement financing. The Group is now in confidential
discussion with third party investors who have indicated interest

in investing in the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)

Operation Results (cont'd)

On 23rd April, 2013, a debenture ["Debenture”) was executed

by certain members of the Group in favour of the security trustee
for banks to which borrowings are currently owing by the
Group. The Debenture constitutes a fixed and floating charge
over certain of the assets of the relevant members of the Group.
It was provided as a continuing security for the payment and
discharge in full of the outstanding secured obligations of the

members of the Group towards the banks.

The Board considers that as a matter of commercial reality, the
Debenture is an essential step forward by the Group with a
view fo achieving a prompt and satisfactory restructuring of the
outstanding debts owing to the Banks, including those currently
overdue. The Directors are of the view that it is in the interest of
the Company and its shareholders to provide the Debenture to
the Banks.

Administrative expenses from continuing operations also
increased by approximately HK$10,757,000 mainly due to
the increase in corporate promotion expenses and staff costs
of Yunnan Qiaotong Package Printing Co., ltd. (“Yunnan

Qiootong”).

Business Overview

Package printing division
The turnover from package printing business for the six months
ended 30th June, 2013 was HK$390,283,000, representing
a very slight decrease from the same period of 2012. Gross
profit margin for the six months ended 30th June, 2013 is
approximately 33.3% (2012: 27.9%).

package printing business, which remains the core business of

GCross profit from the

the Group, accounted for approximately 96.6% of the Group's
total gross profit for the six months ended 30th June, 2013.
This division contributes a profit before tax of HK$71,948,000,
relatively the same compared to the corresponding period in

2012

The Group continued to invest for upgrading and improving the
technologies and capabilities of the package printing division.
The new sophisticated printing machinery ordered from Bobst
SA costing approximately CHF4,180,000 had been installed
and had started production in the second half of 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)

Distribution business

Television business-related products

Turnover from the distribution business of television business-
related products [consisting mainly of television sets and
converter boxes distributed to USA customers) during the six
months ended 30th June, 2013 amounted to HK$25,427,000,
representing a decrease of 49.0% from the corresponding

period in 2012.

The Group's USA subsidiary, Kith Consumer Product Inc.
("KCPI"), continues to promote the Group's owned brand of
"Affinity” television sefts and “KCPI” converter boxes. It incurred
a loss of HK$5,037,000 in the six months ended 30th June,
2013. The management has been closely monitoring the

prospect of this division in the future.

Other electronic and related products

Turnover from the distribution business of other electronic and
related products (consisting mainly of computer components and
porfable storage devices distributed to customers in Hong Kong
and PRC) for the six months ended 30th June, 2013 amounted
to HK$162,451,000, a drastic decrease of 74.2% compared
to the corresponding period in 2012. The significant decrease
in turnover was due fo the inability of the Group to secure

trading facilities from banks for purchase of goods.

Operations and cashflows of the customers were further affected
as we had failed to supply goods to these customers. As a
result a lot of accounts receivables from these customers were

long overdue.

The Group had instructed solicitors to issue debt collection
letters to these customers and constantly reminded them their

obligations to repay the amounts owing the Group.

After assessing the recoverability of these debtors, an
impairment allowance of HK$168,080,000 was provided
for the outstanding account receivables and this was the main
reason for the Group fo report a loss for the six months ended
30th June, 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)
Signing of Letter of Intent

On 10th July, 2012, Ever Honest Industries Limited, a wholly-
owned subsidiary of the Company and a 60% owner of Yunnan
Qicotong, entered into a letter of intent (“letter of Intent”) with
RBEmARBUAT (Zhaotong People’s Government) in respect of
the proposed relocation of the package printing plant of Yunnan
Qiaotong to Zhaoyang Industrial Park by 2015, the proposed
redevelopment of the original site of the plant and the proposed
upgrade of the printing facilities of Zhaotong Xingiao Printing
Co., lid., a wholly-owned subsidiary of Yunnan Qiaotong
("Zhaotong Xingiao”).

The proposed relocation was estimated to involve capital
investment of approximately RMB530,000,000, of which
approximately RMB200,000,000 would be for land acquisition
and construction of the new plant, and approximately

RMB330,000,000 would be for the acquisition of new

equipment in stages.

After completion of the relocation of the package printing plant
by 2015, Yunnan Qicotong might redevelop the original site
info a residential and commercial development involving an

estimated investment amount of RMB500,000,000.

The lefter of Intent also contemplated a possible investment
by Yunnan Qiaotong of approximately RMB40,000,000 to
upgrade the printing facilities of Zhaotong Xingiao.

Yunnan Qicotong had established a project working team to
further consider the matters contemplated under Letter of Intent
and to conduct feasibility studies. The letter of Intent was non-
legally binding. As at the date of this announcement, Yunnan
Qicotong is undergoing negotiations with Zhaotong People’s

Government regarding the initial phase of the plant relocation.
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)
Proposed issue of bonds

On 30th January, 2013, the Company entered info the Placing
Agreement with a company to act as the placing agent of the
Company. The Company has agreed to issue and the placing
agent has agreed, on a best efforts basis, to procure subscribers
to subscribe for unlisted bonds of up to HK$300,000,000 in
principal amount (“Bonds”). The Bonds would be issued by the
Company as up fo four series of 6% bonds in an aggregate
amount of up to HK$300,000,000 due 2015. On 31st May,
2013, the Placing Agreement had lapsed and no bonds were
placed. Details of which had been disclosed in the Company's
announcement dated 30th January, 2013 and 31st May, 2013

respectively.

Human resources development

As at 30th June, 2013, 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 plants in
the PRC during the period. The Group has provided training
to employees to update their expertise and enhance their
development. Competitive remuneration packages and fringe
benefits, including provident fund and medical insurance, were

provided to attract, retain and motivate employees.

Future prospects

Yunnan Qiaotong has just celebrated its twentieth anniversary
of operation. With over two decades of growth and profitable
operations, it is expected that the Group's package printing
business will continue to prosper and provide good returns to

our shareholders.

Yunnan Qiaotong is undergoing negotiations with Zhaotong
People’s Government regarding the initial phase of the plant
relocation. It is envisaged that Yunnan Qiaotong will benefit
from the plant relocation through further expansion of its
manufacturing facilities and better logistics after relocating to a

new industrial park in Zhaotong.
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)
Future prospects (cont’d)

The management is currently reviewing the future viability of
the business of distribution of television related products and
electronic products, given their disappointing performances and

impact to the Group.

Having obtained permission fo suspend repayment of the
borrowings owing by the Group to the banks and other
lenders, the Group is in the process of finding new replacement
financing to solve its current liquidity problems. The Directors
are confident that satisfactory solutions to this problem can
be reached and the Group will be able to successfully pass
through this difficult period and emerge stronger to face the

coming challenges.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30th June, 2013, the Group has net current assets of
HK$150,052,000 (31st December, 2012: HK$295,508,000)
and bank balances and cash of HK$127,588,000 (31st
December, 2012: HK$57,044,000). The net debt to equity
ratio (Interest bearing liabilities less cash/Shareholders’
equity plus non-controlling interests) was 49.9% as at 30th
June, 2013, as compared fo the ratio of 49.2% as at 31st
December, 2012.

PLEDGE OF ASSETS

As at 30th June, 2013, certain of the Group’s buildings
and prepaid lease payments with an aggregate carrying
value amounting to HK$69,124,000 (31st December,
2012: HK$69,484,000), certain inventories amounting to
HK$20,695,000 (31st December, 2012: HK$20,368,000)
were pledged to banks for banking facilities granted to the
Group.

In addition, as at 30th June, 2013, the Group’s obligation
under finance lease is secured by the lessor's fitle to the leased
assets, which have a carrying amount of HK$319,000 (3 1st
December, 2012: HK$2,084,000).
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PLEDGE OF ASSETS (cont'd)

On 23rd April, 2013, a debenture ("Debenture”) was executed
by cerfain members of the Group in favour of the security frustee
for banks to which borrowings are currently owing by the
Group. The Debenture constituted a fixed and floating charge
over cerfain of the assets of the relevant members of the Group.
It was provided as a confinuing security for the payment and
discharge in full of the outstanding secured obligations of the

members of the Group fowards the banks.

CAPITAL STRUCTURE

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

the Company.

EXCHANGE EXPOSURE

All sales and purchases for the package printing division are
denominated in Renminbi (RMB) and most of the sales and
purchases for the distribution division are denominated either in
USA dollar or Hong Kong dollar. Through the currency match
for sales and purchases, the exposure to exchange risks is

minimised.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30th June, 2013, the interests of the directors and their
associates in the shares, underlying shares and debentures of
the Company [within the meaning of Part XV of the Securities
and Futures Ordinance [“SFO”)), as recorded in the register
maintained by the Company pursuant to Section 352 of
the SFO, or as otherwise nofified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Llisted Issuers (the "Model Code”)
contained in the listing Rules, were as follows:

HAa Long position
FRE®RTZ EARBE BT
EEpE g EBEREE BRAZBEDE
Percentage of
Number of the issued share
issued ordinary capital of
Name of director Capacity shares held the Company
AR NEERAFE 161,000,000 61.58%
Mr. Hui King Chun, Andrew Held by frust
(Hrat1)
[Note 1)
KRB Short position
FRE#RTZ EARBE BT
EEpE g EBEREE BAZBEDE
Percentage of
Number of the issued share
issued ordinary capital of
Name of director Capacity shares held the Company
AR R A NWEERAFE 131,000,000 50.10%
Mr. Hui King Chun, Andrew Held by trust (K1at2)
(B1aET) [Note 2)
[Note 1)

Bl - ZEROBHIA—BrEEREE2E®EAZA
AlAccufit Investments Inc. Z B&EZER * EXHA
BHEEIREECREKE -

Wiz2: ZERGHEERT-—RBE=F -

R EXFBEEEN RZTE—=FA=1+RH #
BEFEARFIHEA TR AR A S E M HEE
FE(ERRLEFRBEGHROIFXVE) 2B - 18
AR LERETFEERLERARBRERS
MEIBGAFEIS2HHFFEZELMALRIFIREST
AIZEMEARRA MBI EDIORR -

Note 1: These shares are registered in the name of Accufit Investments
Inc., a company indirectly wholly-owned by a discrefionary
trust, the beneficiaries of which are the family members of Mr.
Hui King Chun, Andrew.

Note 2: These shares are pledged to a third party.

Other than as disclosed above, none of the directors nor their
associates had any inferests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) as at 30th June, 2013, as required to be recorded in the
register maintained by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.



FERR

RZT—=FRA=1TH BREXARFAERREFK
HERPIFEIEMEFEZIERRECMETR
REXHBBEZETESREIN
ARARERRNRBZEBTRAT A REES -

LSl

RARFREEC BT TEK

BRER

Name of shareholder

Basab Inc.

Safeguard Trustee Limited

KRR

BRR&H

Name of shareholder

Basab Inc.

Safeguard Trustee Limited

Bratl : SR Jh LA BEBasab Inc. (YEABasab Unit Trust
ZIEFEA) ZE¥A Z A alAccufit Investments
Inc.Z & & © Basab Unit Trust]y 4 Safeguard
Trustee LlimitedERBEFEAZ ZRETHERZE
MEAES  HISABTLREEZREKE ©

Wiiz2: ZEBRNEERT—R2E=7-

BREXFREEN RN_T—=FA=tH &
ARAYTABERRR ZEHTRARES EW

HMEEREI AR °

TIERREHME

SUBSTANTIAL SHAREHOLDERS

As at 30th June, 2013, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
SFO shows that, other than the interest disclosed above in
respect of certain directors, the following shareholders had
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notified the Company of relevant interests in the issued share
capital of the Company.

Long positions

Ordinary shares of HK$0.1 each of the Company

&1

Capacity
EEXIEA

Beneficiary of trusfs

EEXIEA

Beneficiary of trusts

Short positions

g%

Capacity
ERERA

Beneficiary of frusts

EEXEA

Beneficiary of frusts

Note 2: These shares are pledged to a third party.

KREERTZ
EERREE

Number of
issued ordinary
shares held

161,000,000
(Ha1)
(Note 1)

161,000,000
(Ma1)
(Note 1)

FEERTZ
EER#E

Number of
issued ordinary
shares held

131,000,000
(Hit2)
[Note 2)

131,000,000
(Hit2)
[Note 2)

EARABE BT
BRAEZED
Percentage of

the issued
share capital
of the Company

61.58%

61.58%

BERREHT
BRAEzBDE
Percentage of

the issued
share capital
of the Company

50.10%

50.10%

Note 1: These shares are registered in the name of Accufit Investments
Inc., which is 100% owned by Basab Inc. as frustee of the
Basab Unit Trust which is a unit trust owned by Safeguard
Trustee Llimited as trustee of a discretionary frust, the
beneficiaries of which are the family members of Mr. Hui King

Chun, Andrew.

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

issued capital of the Company as at 30th June, 2013.
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B
REARAR-_FE-_FRNAT=ZBETZIERE
BIRE - RARRMIEBEE & (T%5H8])
ZAEZEZERN AR ELEESAKEMEL
BRMESFRERE YR T - —F X XA+=
BEW - REZHE ELQRAARAMEES
(BRBIFATES) RAKEEES - URE
ZFETRATRAEANAREARNEE 2 # R &IE
RIFEHERMZEMAER2BER THEE - LR
BARA RN -

Him - SEERERERD -
BESBEAARAQFA 2z LHES

ARRFIEEAMBARRBEE T —=FXA
=—TRERNEARBA SEEEXERAQFZ
ERI EHES -

TEER

BB EMRBAMB 4R EETAERT
Al(TEsFAID EREZIBEE - YR T —Z_F @M
A—BREFHBALEERTA(LEEERST
Bl]) e ARRIRZZE—Z=ZF—A—HEZ-ZZE—=
FZA=+—HLHEM—EEFTETUNZHMET
AMEX R ZFE—ZFMHA—BEZZT—ZFRX
A=+HLHBEERBE-_E—=F~A=+H1L
NEA-—EETREERTRZMAETRMEN - 1
ETARDGEBARATAEA2 VEBRIN - BEEE #
B ZIEHBEWT -

ARIREERANEB ZBIMARTIE - ARAIHRK
VEEASEBBEAR TTHRARK] 2BE - mAa
RRARMMAR - FFRE—HRAREFEREFE
KE - VYABEARAZEBEETIF -HRNESS
HEAEBARAMALREEERERERZE N
RERFEZBRT - HLRE A ERENE WM
B MR G F] MET R RE - MES S AREHIR
BILRE -

SHARE OPTIONS

The Company’s current share option scheme (the “Scheme”] was
adopted pursuant to the extraordinary general meetfing of the
Company held on 13th June, 2012 for the primary purpose of
providing incentives to selected participants for their contribution
to the Group, and will expire on 12th June, 2022. Under the
Scheme, the Board may grant options to all directors of the
Company [including independent non-executive directors] and
any employee of the Group, and any eligible partficipant from
time to fime determined by the Board as having contributed or
may contribute to the development and growth of the Group to

subscribe shares in the Company.

No share options were granted during the period.

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

During the six months period ended 30th June, 2013, neither
the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE

The Stock Exchange made various amendments to the Code on
Corporate Governance Practices (the “Old Code”) contained in
Appendix 14 of the Llisting Rules and renamed it the Corporate
Governance Code [the “CG Code”). The CG Code took effect
on 1st April, 2012. The Company has fully complied with all
code provisions of the Old Code during the period from 1st
January, 2012 to 31st March, 2012. It has also fully complied
with the CG Code during the period from 1st April, 2012
to 30th June, 2012 and for the six months ended 30th June,
2013, other than code provision A.2.1 of the Old Code and

the CG Code. Reasons for deviation are explained below:

Mr. Hui King Chun, Andrew is the founder and Chairman of the
Group. The Company does not at present have any officer with
the title "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 Board infends to 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 Board and management of the

Company.
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CORPORATE GOVERNANCE (cont'd)
The Board will review the current situation from time fo time and
shall make necessary arrangements when the Board considers

appropriate.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-
executive directors, Mr. Tam Yuk Sang, Sammy (chairman of
the committee), Mr. Ng Chi Yeung, Simon and Mr. Ho Lok
Cheong. The Audit Committee has reviewed the unaudited
interim financial statements and discussed with management the
accounting principles and practices adopted by the Group and

the relevant financial reporting matters.

REMUNERATION COMMITTEE

The Remuneration Committee comprises the executive director,
Mr. Hui King Chun,

executive directors, Mr. Ng Chi Yeung, Simon (chairman of

Andrew, and three independem non-

the committee), Mr. Tam Yuk Sang, Sammy and Mr. Ho Lok
Cheong. The Remuneration Committee has adopted terms of

reference, which are in line with the CG Code.

NOMINATION COMMITTEE

The Nomination Committee comprises three independent non-
executive directors, Mr. Ho Lok Cheong (chairman of the
Mr. Tam Yuk Sang, Sammy and Mr. Ng Chi

Yeung, Simon. The Nomination Committlee has adopted ferms

committee),

of reference, which are in line with the CG Code.
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code set out in
Appendix 10 of the Llisting 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 30th June, 2013,

On behalf of the Board
Kith Holdings Limited
Hui King Chun, Andrew

Chairman

Hong Kong, 30th August, 2013
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