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For the year ended 31st December, 2000

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 Limited (the “Stock Exchange”). The
directors consider Accufit Investments Inc., a
company incorporated in the British Virgin Islands
to be the ultimate holding company of the

Company.

The Company is an investment holding company.
The principal activities of its principal subsidiaries

are set out in note 36.

The financial statements have been prepared
under the historical cost convention as modified
for the revaluation of certain property, plant and

equipment and investments in securities.

The financial statements have been prepared in
accordance with accounting principles generally
accepted in Hong Kong. The principal accounting

policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31st December each year.
The results of the subsidiaries and associates
acquired or disposed of during the year are
included in the consolidated income statement
from the effective date of acquisition or up to

the effective date of disposal, as appropriate.

All significant intercompany transactions and
balances within the Group are eliminated on

consolidation.
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Goodwill

Goodwill represents the excess of the purchase
consideration over the fair value ascribed to the
Group’s share of the separable net assets at the
date of acquisition of a subsidiary and is written
off to reserves immediately on acquisition.
Negative goodwill, which represents the excess
of the fair value ascribed to the Group’s share of
the separable net assets at the date of acquisition
of a subsidiary over the purchase consideration,

is credited to reserves.

On the disposal of investments in subsidiaries,
the attributable amount of goodwill previously
eliminated against or credited to reserves is
included in the determination of the profit or

loss on disposal.

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, is stated at valuation
less depreciation or amortisation. The cost of an
asset comprises its purchase price and any directly
attributable costs of bringing the asset to its
present working condition and location for its
intended use. Expenditure incurred after the asset
has been put into operation, such as repairs and
maintenance and overhaul costs, is normally
charged to the income statement in the period in
which it is incurred. In situations where it can be
clearly demonstrated that the expenditure has
resulted in an increase in the future economic
benefits expected to be obtained from the use of
the asset, the expenditure is capitalised as an

additional cost of the asset.
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For the year ended 31st December, 2000

Property, plant and equipment (continued)

Property, plant and equipment is stated in the
balance sheet at their revalued amount, being
the fair value on the basis of their existing use at
the date of revaluation less any subsequent
accumulated depreciation and amortisation.
Revaluations are performed with sufficient
regularity such that the carrying amounts do not
differ materially from that which would be
determined using fair values at the balance sheet
date.

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

previous revaluation of that asset.

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

retained profits on disposal.

Where the recoverable amount of an asset has
declined below its carrying amount, the carrying
amount is reduced to reflect the decline in value.
In determining the recoverable amount of assets,
expected future cash flows are not discounted to

their present values.
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Property, plant and equipment (continued)

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

following rates per annum:

Over the term of the rights
REBIwEREFHRN25F (UREERE)

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

whichever is shorter

4% - 20%

20%

20%

/]
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Construction in progress

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

in accordance with the above policy.
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For the year ended 31st December, 2000

Capitalisation of borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of a
qualifying asset, which is an asset that necessarily
takes a substantial period of time to get ready
for its intended use or sale, are capitalised as
part of the cost of that asset. Capitalisation of
such borrowing costs ceases when the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from

the borrowing costs capitalised.

All other borrowing costs are recognised as an

expense in the year in which they are incurred.

Investments in subsidiaries

A subsidiary is an enterprise in which the
Company, directly or indirectly, holds more than
half of the issued capital, or controls more than
half of the voting power, or where the Company
controls the composition of its board of directors

or equivalent governing body.

Investments in subsidiaries are included in the
Company’s balance sheet at cost, as reduced by
any decline in the value of the subsidiary that is
other than temporary. The results of subsidiaries
are accounted for by the Company on the basis

of dividends received and receivable.

Investments in securities

Investments in securities are initially measured at
cost and are subsequently measured at fair value,
with unrealised gains and losses included in net

profit or loss for the period.
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Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost, which comprises all
costs of purchase and, where applicable, costs of
conversion and other costs that have been
incurred in bringing the inventories to their
present location and condition, is calculated using
the weighted average method. Net realisable
value represents the estimated selling price in the
ordinary course of business less the estimated
costs of completion and the estimated costs

necessary to make the sale.

Revenue recognition

Sales of goods are recognised when goods are

delivered and title has passed.

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

interest rate applicable.

Interest income from finance leases is recognised
on a pattern reflecting a constant periodic rate
of return on the Group’s net investment

outstanding in respect of the finance lease.

Leases

Leases are classified as finance leases when the
terms of the lease transfer substantially all the
risks and rewards of ownership of the assets

concerned to the lessees.
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For the year ended 31st December, 2000

Leases (continued)

Where the Group is the lessor, amounts due from
lessees under finance leases are recorded as
receivables at the amount of the Group’s net
investment in the leases. Finance lease income is
allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group's
net investment outstanding in respect of the
lease. Initial direct costs are dealt with as expenses

in the year in which they arise.

Where the Group is the lessee, assets held under
finance leases are capitalised at their fair values
at the dates of acquisition. The corresponding
liability to the lessor, net of interest charges, is
included in the balance sheet as a finance lease
obligation. Finance costs, which represent the
difference between the total commitments and
the fair value of the assets acquired, are charged
to the income statement over the period of the
relevant leases so as to produce a constant
periodic rate of charge on the remaining balances

of the obligations for each accounting period.

All other leases are classified as operating leases
and the annual rentals are charged to the income
statement on a straight line basis over the period

of the relevant leases.
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For the year ended 31st December, 2000

Taxation

The charge for taxation is based on the results
for the year as adjusted for items which are non-
assessable or disallowed. Timing differences arise
from the recognition for tax purposes of certain
items of income and expenses in a different
accounting period from that in which they are
recognised in the financial statements. The tax
effect of timing differences, computed using the
liability method, is recognised as deferred taxation
in the financial statements to the extent that it is
probable that a liability or an asset will crystallise

in the foreseeable future.

Retirement benefits scheme contributions

The pension cost charged in the income statement
represents the contributions payable in respect
of the current year to the Group’s defined

contribution retirement benefits schemes.

Foreign currencies

Transactions in currencies other than Hong Kong
dollar are translated at the rates ruling on the
dates of the transactions. Monetary assets and
liabilities denominated in currencies other than
Hong Kong dollar are re-translated at the rates
ruling on the balance sheet date. Gains and losses
arising on exchange are dealt with in the income

statement.

In preparing consolidated financial statements, the
financial statements of subsidiaries which are
denominated in currencies other than Hong Kong
dollar are translated at the rates ruling on the
balance sheet date. All exchange differences

arising on consolidation are dealt with in reserve.
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Cash equivalents represent short-term, highly
liquid investments which are readily convertible
into known amounts of cash and which were
within three months of maturity when acquired,
less advances from banks repayable within three

months from the date of the advances.

Turnover represents the net amounts received and

receivable during the year as follows:

—BEEF —NhNF

2000 1999

TER FHET

HK$'000 HK$'000

HE S m Sale of goods 502,772 282,562
R BRI Interest income from the provision of

R B WA financial services 659 1,745

BAEMOFEHKA Interest income from finance lease 760 336

504,191 284,643
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For the year ended 31st December, 2000

Profit from operations has been arrived

at after charging:
Staff costs:
Directors’ remuneration (note 6)
Salaries and other benefits
Staff retirement benefits

scheme contributions

Auditors’ remuneration
Depreciation and amortisation:
Owned assets
Assets held under finance leases
Loss on disposal of property, plant
and equipment
Loss on partial disposal of interest

in a subsidiary

Operating lease rentals in respect of land

and buildings

and after crediting:

Interest income from bank deposits

Tax subsidy from Zhaotong Administrative

Bureau (note a)
Tax compensation from minority

shareholders (note b)

=i —NANF
2000 1999
TER TAET
HK$'000 HK$'000
2,230 2,286
17.661 15,907
2,004 1,648
21,895 19,841
748 714
13,040 11,292
224 224

191 421

- 2,036

372 373

710 128
5,170 5,372
5,933 -
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representing a tax subsidy from Zhaotong
Administrative Bureau. Zhaotong Administrative
Bureau has agreed to subsidise Yunnan Qiaotong
Package Printing Co., Ltd. (“Yunnan Qiaotong
JV"), a 60% owned subsidiary of the Company,
the difference between the amount of tax paid
under the relevant income tax laws by Yunnan
Qiaotong JV and the amount which would
otherwise have been paid if the Shenzhen Special
Economic Zone preferential tax treatment had

been applied.

In order to conform the current year'’s
presentation, the tax subsidy of HK$5,372,000
received during the year ended 31st December,
1999 had been reclassified from refund of
taxation to other revenue. In the opinion of the
directors, the reclassification reflects the
substance of the transaction as it is a tax subsidy
from a local government instead of a tax refund

from tax bureau.

The amount represents the tax compensation
receivable by the Group from minority

shareholders of Yunnan Qiaotong JV.

Pursuant to an agreement entered into among a
subsidiary of the Company and the minority
shareholders of Yunnan Qiaotong JV, the minority
shareholders have agreed to compensate to the
Group the difference between the amount of tax
paid under the relevant income tax laws by
Yunnan Qiaotong JV and the amount which
would otherwise have been paid if the Shenzhen
Special Economic Zone preferential tax treatment
had been applied.
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Interest on:
Bank borrowings wholly repayable
within five years
Other loan wholly repayable
within five years
Finance leases

Directors

Fees:
Executive directors
Non-executive directors

Other emoluments:
Executive directors
Salaries and other benefits
Retirement benefits scheme contributions

Non-executive directors
Salaries and other benefits
Retirement benefits scheme contributions

—BBBE - ANNE
2000 1999
FHR FHT
HK$°000 HK$'000
11,510 7,695
509 1,649

45 92
12,064 9,436
—BBBE - ANNE
2000 1999
FHR FHT
HK$°000 HK$'000
429 699

212 160

641 859
1,408 1,384
140 43
1,548 1,427
33 =

8 —

41 -
2,230 2,286
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EEXNZEEHME160,0008 T (—
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The amounts disclosed above include directors’
fees of HK$160,000 (1999: HK$160,000) payable

to independent non-executive directors.

The emoluments of each of the directors were
less than HK$1,000,000 for both years.

Employees

The five highest paid individuals include three
(1999: three) directors, details of whose
emoluments are set out above. The emoluments

of the remaining two (1999: two) individuals are

as follows:
—EETH —AANE
2000 1999
FHE T T T
HK$'000 HK$'000
e kEMmEF Salaries and other benefits 887 593
R RAE F & 8 3 Retirement benefits scheme contributions 48 45
935 638

EHEMEEER > AZe oA
T2 EEMEFME LR 1,000,000/

JG ©

The emoluments of each of the five highest paid
individuals were less than HK$1,000,000 for both

years.
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2000 1999
TER FHET
HK$'000 HK$'000
MIBEIE The charge comprises:
BEBMEH Hong Kong Profits Tax 22 36
BB AN @ 2 TR E Taxation outside Hong Kong 20,178 11,000
EERE B (KFE25) Deferred taxation (note 25) - 125
20,200 11,161

% FI8 B 7Y R 1 4F 0 £ £ AR B
FIR16% 2 B & -

BRAIMNER 2 HATIIEARRESR
FEARKME ([HE]) EFELEE
BB RRRFEARZ G ERY G
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FEREBEI5%)FE -

RETBEABEILRRE  ARFE
TEKLEXRK KB RR 2 BRDE
MBRIO%ZHEZBNBERAEH
R MEERREXRB A EENFE
EETMERR] R AR EERA
B8 HE=ZFREF R 2HNT
BEZXAER #B#E-NAAAF+=
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EENFEE mMBEE-ANAAE+Z
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Hong Kong Profits Tax is calculated at 16% on

the estimated assessable profit for the year.

Taxation outside Hong Kong represents the
People’s Republic of China (the “PRC") income
tax calculated at 30% (1999: at the reduced rate
of 15%) on the estimated assessable profit of

the Group’s PRC subsidiary for the year.

Pursuant to the relevant laws and regulations in
the PRC, the Company’s PRC subsidiary is subject
to a national income tax rate of 30% on its
taxable profit and is entitled to exemption from
PRC national income tax for two years commencing
from its first profit-making year of operations,
followed by a 50% reduction from PRC income
tax for the next three years. The year ended 31st
December, 1995 was the first profit making year
of this subsidiary and accordingly, the year ended
31st December, 1999 was the last year that the

subsidiary was entitled to tax concession.

In addition, pursuant to the approval document
“Zhaoshufu (1992) No. 28" from Zhaotong
Administrative Bureau, the subsidiary is exempted
from payment of 3% local tax during the duration
of the joint venture period.

Details of deferred taxation are set out in note 25.
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For the year ended 31st December, 2000

Of the Group’s profit attributable to shareholders,
a profit of HK$17,960,000 (1999: HK$19,746,000)
has been dealt with in the financial statements of

the Company.

—EEEF —NANEFE
2000 1999
TER FAET
HK$’000 HK$'000
B HE R Interim dividend, paid — HK$0.015
—&[%0.015%8 T (1999: HK$0.015) per share 3,990 3,990
(—ANE -
FP%0.015% )
R R B A% B Proposed final dividend — HK$0.035
—&[%0.035%8 T (1999: HK$0.035) per share 9,310 9,310
(—ANE -
HR%0.035% JT)
IR R Al % B Proposed special dividend — HK$0.03
—&%0.038 T (1999: HK$0.03) per share 7,980 7,980
(= ANE -
HR%0.03/8 L)
21,280 21,280

EEERRERAKRESTAR0.035E T
kAR EF0.038 T - HIHAR
RREMSRTZRRBFRE Lt
Bk FAIEE o

&R TR B F AR R E L g A
30,497,000 5t ( — L L L &F ¢

31,833,000 L) K FANBE & TR %

266,000,0000% ( — L L L &
266,000,0000%) 5t & -

The final and special dividends of HK$0.035 and
HK$0.03 per share respectively have been
proposed by the directors and is subject to
approval by the shareholders in the forthcoming

annual general meeting.

The calculation of the basic earnings per share is
based on the profit attributable to shareholders
of HK$30,497,000 (1999: HK$31,833,000) and
on 266,000,000 (1999: 266,000,000) shares in

issue during the year.
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For the year

ended 31st December, 2000

THERRE BERBR B BAZRfKE REYZIE
Land use BF  Plantand Motor Office Construction 5
rights Buildings  machinery vehicles equipments in progress Total
FATL FATL FAT FATL FATL FATL FATL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
The Group
Cost or valuation
At 1st January, 2000 5,223 30,175 197,205 6,512 1,474 3,622 244,211
Currency realignment (64) (372) (2,433) (63) (13) (45) (2,990)
Additions - 93 63,744 40 376 7,737 71,990
Transfer - - 3,578 - - (3,578) -
Disposals - (344) (413) - (3) - (760)
At 31st December, 2000 5,159 29,552 261,681 6,489 1,834 7,736 312,451
Comprising:
At cost - - - - - 7,736 7,736
At valuation - 2000 5,159 29,552 261,681 6,489 1,834 - 304,715
5,159 29,552 261,681 6,489 1,834 7,736 312,451
Depreciation and
amortisation
At 1st January, 2000 513 2,465 15,733 3,535 453 - 22,699
Currency realignment 6) (30) (195) (39) (5) - (275)
Provided for the year 260 1,431 10,548 724 301 = 13,264
Disposals - (286) (89) - (1) - (376)
At 31st December, 2000 767 3,580 25,997 4,220 748 - 35,312
Net book values
At 31st December, 2000 4,392 25,972 235,684 2,269 1,086 7,736 277,139
At 31st December, 1999 4,710 27,710 181,472 2,977 1,021 3,622 221,512

AEEZ L REFTHMR P BEIAL LA
THLTHMERERS -

K=FTTEHEIERZNE - B3
REHREFRAT D EEER =
EETET A=+ AfEE - B
3 41 A 2R 04 SRS A o

The Group’'s land and buildings are situated in

the PRC and are held under medium-term land

use rights.

The property, plant and equipment stated at 2000

valuation were revalued on 31st December, 2000

by the directors on a fair market value basis. There

was no surplus or deficit arising on the revaluation.



For the year ended 31st December, 2000

W¥x  HERkRE(TEERZESZ
T72) ThRAk B R T i & K # 557
RAME - BERKREBERENL T

7RI

TiEA#E  Land use rights

BT Buildings
BERES  Plant and machinery
] Motor vehicles

WRZRE  Office equipment

Had property, plant and equipment, other than

construction in progress, been carried at cost less

accumulated depreciation and amortisation, the

carrying value of property, plant and equipment

would have been stated as follows:

—BEEF —“AANE
2000 1999

2ZRHE 2ENE

R## R

Accumulated Accumulated
depreciation EHRE depreciation REZE
RAE and  Net book AR and Net book
Cost amortisation values Cost  amortisation values
TR TR TR TEL TEL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
4,709 1,414 3,295 4,768 1,181 3,587
28,213 5,641 22,572 28,726 4,427 24,299
234,561 36,188 198,373 173,267 27,010 146,257
8,240 6,569 1,671 8,284 5,905 2,379
2,037 1,010 1,027 1,680 712 968
271,760 50,822 226,938 216,725 39,235 177,490

Bz EEFERERERERNRE
BrEEZHEBHIE616,000% T(—

AATE 840,000 7T) ©

The net book value of motor vehicles includes an
amount of HK$616,000 (1999: HK$840,000) in

respect of assets held under finance leases.



EETES Unlisted shares

FETROHDZEEBEIREZENEB
A RIEA R B BB AKith Limited & H ff
BRARER ZEREEFEMEL 2
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+= A=+ BZERBRH 36

TTTF For the year ended 31st December, 2000
=T—H

AR F

The Company
—EEEFR-NANEF
2000 & 1999

TR

HK$°000

44,088

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

the Company.

Particulars of the Company’s principal subsidiaries

at 31st December, 2000 are set out in note 36.

£
The Group
—2BEE  ANANE
2000 1999
TR FHETT
HK$°000 HK$'000

HiRAKRE Other equity investments:
ELEMEE B AFEE Unlisted investments, at fair value 2,004 2,029




For the year ended 31st December, 2000

AEH
The Group
—EEEHF —hAANE
2000 1999
FERT FE T
HK$'000 HK$'000
BEMNIEE B Gross investment of the finance lease - 13,895
AR BB B A Unearned interest income - (3,023)
REEHRL 2R EEE  Net investment in the finance lease - 10,872
BEETEFMATEAT © Analysed for reporting purposes as:
& Current - 1,759
IE 7 B Non-current - 9,113
- 10,872

FRREBEBEAHUR 2B EHBLY
# 1,828,000 L (— L L &
731,000 ) - EEE—NANEF T
— A=t BLEFER - AEEKE
DEREMERNBETREFPZEEZK
NELE11,267,0008 T ©

The aggregate rental income under a finance lease
for the year amounted to HK$1,828,000 (1999:
HK$731,000). During the year ended 31st
December, 1999, the cost of assets acquired by the
Group for leasing to a customer under a finance
lease amounted to HK$11,267,000.

£33
The Group

—EEEF — A NF

2000 1999

TER FAET

HK$°000 HK$'000

J&= % Raw materials 73,287 42,407

E& Work in progress 10,161 673

BES9FEREKM® Trading inventories and finished goods 3,339 30,406

86,787 73,486

RZFFTE+_A=T—8" ' M4A All inventories were carried at cost as at 31st

ﬁi@bﬂ%ﬁ$1ﬁ7juﬁg - R—NANEF December, 2000. At 31st December, 1999, raw

+;H =T ARABRRFEIIRL materials carried at net realisable value amounted

JR %} $£ 3 845,000 7T -

to HK$845,000.



AEEGTHESEPZREMTY
B30 £Z901T % o

BRE=FEBFRERZERI TW
T -

0-60 B 0 - 60 days
61-90 B 61 - 90 days
90H M E > 90 days

BWRDHRERE 5 R RE D0
T

0-60 B 0 - 60 days
61-90 B 61 - 90 days
90H M E > 90 days

TTTF For the year ended 31st December, 2000
=T—H

The Group allows an average credit period of 30

days to 90 days to its trade customers.

The following is an aged analysis of trade

receivables from third parties:

rEE

The Group
—E2EEF —hhAh®F
2000 1999
TR FHETT
HK$°000 HK$'000
69,482 25,028
3,495 4,874
6,780 14,874
79,757 44,776

The following is an aged analysis of trade

receivables from minority shareholders:

rEE

The Group
—E2EEF —hhAh®F
2000 1999
TR FHETT
HK$°000 HK$'000
38,495 22,536
17,122 14,653
37,996 44,190

93,613 81,379
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0-60H 0 - 60 days
61-90H 61 — 90 days
90 H M £ > 90 days
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17.

18.
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For the year ended 31st December, 2000

OTHER RECEIVABLES FROM MINORITY
SHAREHOLDERS

The amounts represent the tax compensation
receivable by the Group from minority
shareholders of Yunnan Qiaotong JV. The amounts

are unsecured, interest-free and have no fixed

repayment terms.

AMOUNTS DUE FROM SUBSIDIARIES

The amounts are unsecured, interest-free and

have no fixed repayment terms.

TRADE AND OTHER PAYABLES

Included within trade and other payables is trade
payables balance of HK$35,500,000 (1999:
HK$32,249,000).

The following is an aged analysis of trade

payables:
—2BEE —AANEF
2000 1999
THERT FAET
HK$'000 HK$'000
26,565 21,716
1,791 436
7,144 10,097
35,500 32,249
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For the year ended 31st December, 2000

The maturity of obligations under finance
leases is as follows:
Within one year
More than one year but not exceeding

two years

Less: Amount due within one year shown

under current liabilities

Amount due after one year

£
The Group

—2BEE  AANE

2000 1999

TR FHETT

HK$°000 HK$'000

172 309

- 172

172 481

(172) (309)

- 172




For the year ended 31st December,

2000

rEE
The Group
—EEEF —NANEFE
2000 1999
TER FET
HK$'000 HK$'000
RITER Bank loans 136,086 117,686
= LR B 3K Trust receipt loans 60,834 15,517
196,920 133,203
H &R Other loan 4,239 7,983
201,159 141,186
o Analysed as
-8R\ (Wit) — secured (note) 178,367 133,203
— EE A - unsecured 22,792 7,983
201,159 141,186
— RN ETHEE Within one year or on demand 201,159 122,401
—F N EBTBBME  More than one year but not exceeding
two years - 18,785
201,159 141,186
B —E AN EE Less: Amount due within one year
WHERS & E shown under current liabilities (201,159) (122,401)
—FIREH Amount due after one year - 18,785
B - Note:

ERBEELEE PR
110,018,000 ot ( — L L L &

TERE H

loans

totalling

Included in secured borrowings are short-term bank
HK$110,018,000

(1999:

110,547,000 7T) - ZEEXKRIEFH
ERMARZRTE  AEREBERBRLEF
Bz HHRBRARZEEFEER - BHER
FHREH  BRARTEANRBEL EH UL
TEMEXZERBHEE °

HK$110,547,000) which are to be secured by the assets
of a Company’s subsidiary in the PRC according to the
terms of the relevant loan agreements. No official
collateral agreements have been entered into between
the relevant banks and the Group up to the date of
this report.



JETE Authorised:
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For the year ended 31st December, 2000

—EEEFR-ANAF
2000 & 1999

TER

HK$'000

100,000

Issued and fully paid:
266,000,000 ordinary shares
of HK$0.1 each

26,600
There was no movement in the share capital of

the Company during both years.

Pursuant to the share option scheme of the
Company approved by the shareholders on 2nd
June, 1998, the Directors may at its discretion
grant options to eligible employees, including
executive directors of the Company and its
subsidiaries, to subscribe for shares in the
Company at a price not less than the higher of
the nominal value of the Company’s shares and
80% of the average of the closing prices of the
Company’s shares on the Stock Exchange on the
five trading days immediately preceding the date
of grant of the options, subject to a maximum of
10% of the issued share capital of the Company
from time to time. No option has been granted
or agreed to be granted under this scheme since

its adoption.
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For the year ended 31st December, 2000

kE i
RERR  E4EH BREE XHRR @RE: ERER  REXR it
Rsset Enterprise
Shar  revaluation expansion  Contributed Reserve  Translation Retained
premium RSerVe fund surplus fund Teserve profts Total
TR i thr TR TEr  TEr TR Tin
HKS 000 HKS 000 HKS 000 HK§ 000 HKS 000 HKS 000 HKS 000 HK§ 000
The Group
At fst anuary 1999 86,493 B 19811 55 183 31,734 166,525
Exchange diffeences arisng from
translation of overseas operatons
Mt of minorty nterests' hare 3 3
Redlised on dispsel of property
glant and equipment (15) 15
Transfer o reserve fund - 104 (1,044)
Transferto enterprie expansion fund 155 (1,525)
Utlstion of enterprise expansion fund
to incease captal of a subsdiary (13973)
Profit atirbutable to shaenolders 383 3183
Dividends (21.280) (21,280)
At fst January 2000 86,493 5.8 136 - 1,589 30 373 171,51
Exchange diffeences arisng from
franslation of overeas operatons,
Mt of minorty nterests' hare (1,715) (1,715)
Redlised on dispasel of property
glant and equipment 8) - §
Transferto enterprie expansion fund 1153 (1253)
Profit atirbutable to shaenolders 30497 30497
Dividends (21.280) (21,280)
At 315t December, 2000 SR Y 7/ | R ) 18886 = 1389 e e 1%
The Company
At tst January 1999 8,493 13888 5360 135,741
Profit for the year - 19,746 19,746
Dividends (21.280) (21,280)
At fst anuary 2000 8,493 13888 386 134207
Profit for the year 17,960 17960
Dividends (21.280) (21,280)
At31st December, 2000 849 i35 N1
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For the year ended 31st December, 2000

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

accumulated losses or to increase the capital.

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

relevant PRC subsidiary .

The capital reserve represents the difference
between the nominal value of the shares of the
acquired subsidiaries and the nominal value of
the Company’s shares issued for the acquisition

at the time of the group reorganisation in 1998.

The contributed surplus of the Company

represents the difference between the
consolidated shareholders’ funds of Kith Limited
at the date on which they were acquired by the
Company, and the nominal amount of the
Company’s shares issued for the acquisition at

the time of the group reorganisation in 1998.
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EERR XA AHAKRIKE
FEfwmmT

EHAR Contribution surplus
= 8B & A Retained profits

TTTF For the year ended 31st December, 2000
=T—H

Under the Companies Act 1981 of Bermuda (as
amended), the contributed surplus account of the
Company is available for distribution. However,
the Company cannot declare or pay a dividend,

or make a distribution out of contributed surplus
if:

(a) itis, or would after the payment be, unable

to pay its liabilities as they become due; or

(b) the realisable value of its assets would
thereby be less than the aggregate of its
liabilities and its issued share capital and

share premium account.

In the opinion of the directors, the Company’s
reserves available for distribution to shareholders

were as follows:

—22EF —ANANF
2000 1999
TER TAT
HK$'000 HK$'000
43,888 43,888
506 3,826

44,394 47,714




R—HA— B&R
FAXH (HE7)

Balance at 1st January

R+—ZA=+—B#&#&%

BB BT EA R IR R BB E
B RKREZEEMELEZRBFE
@ .

EfTHRBTFMEEEGHAKRY
EREELCHER ALEXFEER
EEZRMBAHN - Bt - EAY
TEREMRBE L2 BEEE -

AEBERARREFAREEERY
BEEFREARBEETENE -

Charge for the year (note 7)

Balance at 31st December

For the year ended 31st December, 2000

£

The Group
—2BEE  AANE
2000 1999
TR FHETT
HK$°000 HK$'000
125 =
- 125
125 125

Deferred taxation represents the tax effect of
timing differences in respect of the excess of tax

allowance over depreciation.

Deferred taxation has not been provided on the
revaluation surplus arising on the revaluation of
land and buildings as profits arising on the
disposal of these assets would not be subject to
taxation. Accordingly, the revaluation does not

constitute a timing difference for tax purposes.

The Group and the Company had no significant
unprovided deferred taxation for the year or at

the balance sheet date.
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BHE_ZTZTH For the year ended 31st December, 2000
+TZA=+—-BIEEE

26. R RNEBEEXK 2 26. RECONCILIATION OF PROFIT BEFORE
BERACRE) BE TAXATION TO NET CASH INFLOW
HWHE (OUTFLOW) FROM OPERATING
ACTIVITIES
Z22%% —“AANE
2000 1999
TER THL
HK$'000 HK$'000
B 25 3 A Profit before taxation 71,894 61,868
ROGEFZFBMA Interest income from bank deposits (710) (128)
RERMAECHEZH Interest on obligations under finance leases 45 92
EF BT Other interest expenses 12,019 9,344
TEREH Depreciation and amortisation 13,264 11,516
HENE  KERZEFAXER Loss on disposal of property, plant and equipment 191 421
HE-—MHBRARZ M ERATZER  Loss on partial disposal of interest in a subsidiary - 2,036
BEBAHRYGUERD (210 Decrease (increase) in finance lease receivable 1,069 (10,872)
FE2Em Increase in inventories (13,878) (8,158)
ERE=EEZRFEM Increase in trade receivables from third parties (35,523) (17,255)
ElhOHREE ZRETEN Increase in trade receivables from minority shareholders (13,240) (74,073)
e D E R R E A SR Increase in other receivables from minority shareholders (5,933) =
ERE=FHMFE Decrease (increase) in other receivables from
BeREAFERD (M) third parties, deposits and prepayments 9,018 (13,069)
EREZERRAMTIEEM Increase in trade and other payables 6,149 8,802
FE I — L Al D BUR R At BB R Decrease in other payable from a former
minority shareholder - 14,572
FE D8R R E A FOR R Decrease in other payables to minority shareholders - (29,912)
FEfT— LAl D BRI At FRIB R Decrease in other payable to a former
minority shareholder - (6,068)
BEEEZRSRA(R L) FH Net cash inflow (outflow) from operating activities 44,365 (50,884)

74 EEEEAER DR KTHHODINGS UMITED
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For the year ended 31st December, 2000

At 1st January, 1999
Currency realignment
New loans raised
Partial disposal of interest
in a subsidiary
Profit for the year attributable
to minority shareholders
Capital contribution from
minority shareholders
Repayment during the year
Dividends paid to minority
shareholders
Dividends payable to minority

shareholders

At 1st Janaury, 2000

Currency realignment

New loans raised

Profit for the year attributable
to minority shareholders

Repayment during the year

Dividends paid to minority
shareholders

Dividends payable to minority

shareholders

At 31st December, 2000

=t MERN PERE
BRTER WBEX HtEX ZRE B
Obligations
Trust under
receipt finance  Minority
Bank loans loans Other loan leases interests
TET TEL TET TET TET
HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
76,438 - - 743 40,170
- - - - 253
119,684 30,395 7,983 - -
- - - - 46,988
- - - - 18,874
- - - - 6,219
(78,436) (14,878) - (262) -
- - - - (5,661)
- - - - (5,383)
117,686 15,517 7,983 481 101,460
(1,452) - (98) - (1,251)
127,736 163,349 - - -
- - - - 21,197
(107,884) (118,032) (3,646) (309) -
- - - - (9,304)
- - - - (6,016)
136,086 60,834 4,239 172 106,086




AEBEALBATCFRNRGEAMR
ARIEREBRNLZHE  UEBAE@AZ
BWE Kk #E - HBELXMEAR
9,803,000 L (— LN NLE « &) o

REER  AKERBETHREBFTZ
TAIBURREHNER TFERNALE
XA ZFEWT ¢

HAZEmER : Operating leases which expire:
—ER Within one year
F_EFRE In the second to fifth year inclusive

(BEEMEBREERN)

EEWRBH (Ki)

Kiat

AEEREBEATEF=M@EARE S EH
EEBAALIEELY -

With no expiry date (note)

For the year ended 31st December, 2000

During the year, the Group, as the lessor,
terminated the finance lease arrangement with
the relevant lessee and acquired the relevant plant
and machinery with a total capital value of
HK$9,803,000 (1999: Nil).

At the balance sheet date, the Group was
committed to make payments in respect of land
and buildings under non-cancellable operating

leases within the next year as follows:

rEE NN

The Group The Company
Z22RE -AANE ZBBRE AANF
2000 1999 2000 1999
TR TEL TR TEL
HKS$'000 HK$'000 HK$'000 HK$'000
46 - - =
- 94 - -
279 279 279 279
325 373 279 279

Note:

The lease is terminable by either the Group or the
landlord by either party giving three months’ prior
written notice to the other party.



HE_ZTTEF For the year ended 31st December, 2000
+-A=t-ALER
rEE

The Group
—EEEF —NANEFE
2000 1999
TER FET
HK$'000 HK$'000

BRI AEN RTE Capital expenditure contracted for but not
AR B AEE provided in the financial statements
ZEREERT in respect of:
— BAWE  #HR — Acquisition of property, plant and

B equipment 3,293 37,162
- RBEHZEE — Investments in securities 3,006 3,043
6,299 40,205
REEH  ARRTEFREMER The Company had no other significant capital

B IR EHE o commitments at the balance sheet date.
RZZEZEZEF+_HA=+—H &R At 31st December, 2000, the Company has issued
At — B AR MERME ZEITE guarantees amounting to HK$77,000,000 (1999:
B i fF i & #£77,000,000% 7T (— A HK$38,481,000) to banks in respect of banking

FNE 38,481,000 8) Z &R -
RZZETTF+_A=+—H @
MBARECBAZEBREEREG £iE
60,834,000 7t ( — L L L &
15,517,000 JT) °

facilities granted to a subsidiary. The extent of
the facilities utilised by the subsidiary at 31st
December, 2000 amounting to HK$60,834,000
(1999: HK$15,517,000).

N_EFEEZEZFE+_A=+—H ' &~& At 31st December, 2000, certain of the Group'’s
BETWE KEkHERmMEFES property, plant and equipment with net book
$7819,727,0008 70) (—H A NF value amounting to HK$19,727,000 (1999:
20,968,000 T ) K R 17 7 K HK$20,968,000) and bank deposits amounting to

4,541,0008 ot (— L L &
4,510,000 70) B | T E1T - 1EA
KEBHMERTEEZRSE

HK$4,541,000 (1999: HK$4,510,000) were
pledged to banks for banking facilities granted
to the Group.
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For the year ended 31st December, 2000

The Group operated a defined contribution
retirement benefits scheme for qualifying
employees of the Company and its subsidiaries in
Hong Kong up to 30th November, 2000. Starting
from 1st December, 2000, the Group is required
to participate in the mandatory provident fund
(the “"MPF") implemented by the Hong Kong
Government and contribute to the MPF at the
rate of 5% of the basic salary of their employees.
All the contributions of the original defined
contribution retirement benefits scheme were
transferred to the MPF.

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

future retired employees of the subsidiaries.

At the balance sheet date, there were no forfeited
contributions, which arose upon employees
leaving the retirement benefits schemes, available
to reduce the contributions payable by the Group

in future years.
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Related parties

EERBEEMR
(IEmmd]) (Hata)

Yunnan Zhaotong Cigarette Factory
("YZCF") (note a)

BRESER (FiFd)
Harbin Cigarette Factory (note d)

EERABETHERR (Hite)
Finance Bureau of Zhaotong City,

Yunnan Province (note e)

BEEBBEERA A
(IMBRLE®E]) (Bitg)
Kith Mutual Benefits International
Limited (“Kith Mutual”)
(note g)

THERBEEEEARAA
(TEmmaEl) (Hath)

Yunnan Zhaotong State-owned Asset
Administration Company Limited
(“YZSAACL") (note h)

N R—ANANERA=+—8 -
AEBITY—EHRGZ NEEBRBEE
EEREAREEBESNLEEEBE
BELEZ15% R10%KE - B
K E H 5 & 26,971,000 T &
17,981,000/ JT °

TTTF For the year ended 31st December, 2000
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During the year, the Group had transactions with

the related parties as follows:

XEME —E2EEF —hhAh®F
Nature of transactions 2000 1999
FTER FHETT

HK$°000 HK$'000

HEEMm (FaEb)
TiswE (fatc)
Sales of goods (note b) 146,672 155,163

Tax compensation (note c) 1,483 -

HEEMm (FaEb)
Sales of goods (note b) 4,849 6,942

e (Maf)

Rental paid (note f) 924 94

xfHEE (KHitg)
XHREERER (MiEg)

Rental paid (note g) 279 279
Facilities charges paid 250 245
(note g)

s E (fatc)
SR BE (BEED)
Tax compensation (note c) 4,450 -

Interest paid (note i) - 1,289

In addition, on 31st May, 1999, the Group entered
into agreements to dispose of a 15% and a 10%
equity interest in Yunnan Qiaotong JV to YZSAACL
and YZCF, respectively at a consideration of
HK$26,971,000 and HK$17,981,000 respectively.
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Notes:

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

The transactions were carried out at cost plus a

percentage profit mark up.

Tax compensation was received in accordance

with the relevant agreement (see note 4b).

Harbin Cigarette Factory holds a 25% equity
interest in a subsidiary of the Company.

Finance Bureau of Zhaotong City, Yunnan
Province, is the supervisory unit of YZSAACL.

The annual rental was charged in accordance

with the relevant tenancy agreement.

Kith Mutual is beneficially owned as to 77% by
Mr. Hui King Chun, Andrew, a director of the
company, and his family members and as to 23%
by Sinowin Inc., a company incorporated in the
British Virgin Islands, which is beneficially owned
by a discretionary trust, the objects of which
include the family members of Mr. Lam Man
Chan, a director of the Company, and Ms. Ting

Lai Ling, the wife of Mr. Lam Man Chan.

In accordance with an agreement dated 9th June,
1998, Kith Mutual agreed to provide to the
Group the non-exclusive use of part of the office
premise and its related facilities held by Kith
Mutual. The monthly fee for the use of the
premises is approximately HK$23,000 and the
fee for the use of the facilities is to be calculated
by reference to actual costs of such facilities
apportioned amongst Kith Mutual and the Group
in proportion to the area used by them

respectively.
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34.

BEALZXES (&)

Kiat () :
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B & A A2 30% Ak o
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AEBEBEAL ZHRBEREAS
BABORENE 40241 R42E 247
BEERBERIAEERBERRME 16
K17 o

BREXHEEN  EFRAIEFR
B WHEREAEEEATETZIERXN
RXHHBMBBEAZEBRRNER ©

34. RELATED PARTY TRANSACTIONS

(continued)

Notes (continued):

(h) YZSAACL holds a 30% equity interest in a
subsidiary of the Company.

(i) The interest was charged at prevailing rate on

outstanding balances.

Details of the Group’s outstanding balances with
the related parties are set out on the consolidated
balance sheet and balance sheet on pages 40 to

41 and 42, respectively, and in notes 16 and 17.

Save as disclosed above, there were no other
significant transactions with related parties during
the year or significant balances with them at the

end of year.
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By principal activity:
Printing and manufacturing
of packing products

Distribution of electronic components

Distribution of miscellaneous products
Others

Unallocated Corporate expenses

Profit before taxation

By geographical market:
The PRC
Hong Kong

Taiwan
Europe

Unallocated Corporate expenses

Profit before taxation

The Group’s turnover and contribution to profit
from operations for the year ended 31st
December, 2000, analysed by principal activity and

geographical market, were as follows:

BXH EeRNER
Contribution
to profit from

Turnover operations

ZEEEF ANANE ZE2RE CAANE

2000 1999 2000 1999
TR TAT TR TAT
HK$'000 HK$'000 HK$'000 HK$'000
307,700 281,451 78,852 68,315
179,313 1,11 38 (7)
15,759 = (66) =
1,419 2,081 (772) 165
504,191 284,643
(6,158) (6,605)
71,894 61,868
371,608 281,787 78,437 68,299
49,166 2,856 (117) 174
26,158 = 253 =
57,259 = (521) =
504,191 284,643
(6,158) (6,605)
71,894 61,868
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WEAREH

Name of subsidiary

KEBEXBRAA
Ever Honest Industries
Limited

ERBRAA
Good Cheers Limited

Grand Vista Investments

Limited*

RRESXADRERLF

Harbin Gaomei Printing

Company Limited

EMEL/
BRH

Place of
incorporation/

registration

Bk
Hong Kong

Bk
Hong Kong

RERLEE
British Virgin Islands

e
The PRC

Particulars of the principal subsidiaries of the

Company at 31st December, 2000 are as follows:

BRTRBERE/
R A

Issued and fully
paid share capital/

registered capital

TAER2AT
HK$2 Ordinary shares

ERR2AT

HK$2 Ordinary shares

4ETT
Us$4

2,500,000% 7
US$2,500,000

AEBEEERT
BA /R
BRLE
Proportion of

nominal value of
issued share capital/

registered capital
attributable

to the Group
%

100

55

FTEXEK

Principal activities

REAZK

Investment holding

REAZK

Investment holding

REZKR

Investment holding

ORIk RERRER
Printing and
manufacturing of

packaging products



WEAREH

Name of subsidiary

BREEERAR
Kith Credit Limited

BHETAERAA

Kith Electronics Limited

Kith Limited®

BRRAERAT
Kith OE Limited

BREARBRAA

Kith Resources Limited

For the year ended 31st December, 2000

EMEL/
BRH

Place of
incorporation/

registration

Bk
Hong Kong

Bk
Hong Kong

RERLHEE
British Virgin Islands

Bk
Hong Kong

Bk
Hong Kong

BRTRBERE/
i RA

Issued and fully
paid share capital/

registered capital

4ET
HK$4

4ET
HK$4

4ETT

Us$4

4ET
HK$4

4ET
HK$4

AEEEECRT
BRA /G A&
BRLE

Proportion of
nominal value of
issued share capital/
registered capital
attributable

to the Group

%

100

FTEXEK

Principal activities

b {1t 31 75 IR 75

Provision of financial

services

EESTZH
Distribution of electronic

components

REAZK

Investment holding

hEEE

Leasing of assets

M & B AR R B RS
Provision of financial
semvices to group

companies
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Name of subsidiary

BEMEFRAA
Kith Supplies Limited

Prime View Investments

Limited*

EHRRRRARERAR
Yunnan Qiaotong Package

Printing Co., Ltd.

For the year ended 31st December, 2000

EMEL/
BRH

Place of
incorporation/

registration

Bk
Hong Kong

RERLEE
British Virgin Islands

e
The PRC

' XEEES(MLEERSSEZE
/s B) % ¥ AR -

AEEEGCRT
BROTRBERE/ R&/ERRE
R A B E

Proportion of

nominal value of

issued share capital/

Issued and fully registered capital
paid share capital/ attributable

registered capital to the Group

%
4ET 100
HK$4
4ET 100
Us$4
14,500,000% & 60

US$14,500,000

FTEXEK

Principal activities

FHEEMER
Distribution of

miscellaneous products

REAZKR

Investment holding

HRRRERRER
Printing and
manufacturing of

packaging products

Companies operate principally in Hong Kong

instead of in their respective places of

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

held by the Company.

None of the subsidiaries had any loan capital
subsisting at the end of the year or at any time

during the year.

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

excessive length.



