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RESULTS

For the six months ended 30th September, 2005, Starlite Holdings
Limited (the “Company”) and its subsidiaries (together the “Group”)
recorded a turnover of approximately HK$509 million and a net
profit of approximately HK$33 million. Compared with the same
period last year, the turnover increased by 2% whereas the net profit
decreased by 21%.

A combination of unfavourable factors restrained the Group’s ability
to secure more orders and maintain its profit margin during the
period under review. These factors related primarily to the
significant rise in oil prices and interest rates, which affected both
corporate and consumer confidence. As a result, the Group’s
customers were more cautious when placing orders and demanded
more competitive pricing for their orders. Due to the lack of pricing
power across the value chain, Hong Kong/Mainland China
manufacturers competed fiercely for orders with lower margins.
Moreover, manufacturers had to bear the higher costs of raw
materials and financial funding, as well as the higher operating costs
(in particular labour costs) in Mainland China. Whilst the Group has
made considerable efforts to mitigate the impact of such factors,
given their overall significance, such factors had a negative impact
on the Group's results during the period under review.

Nonetheless, the management believes that the Group’s ongoing
programme to expand its sources of revenue and lower its operating
costs will give the Group stronger leverage to meet the challenges
ahead. With the second-phase development of the Suzhou plant
now completed and the establishment of a new subsidiary in
Shanghai being underway, the Group is moving ahead to increase its
sales in the eastern China region. Moreover, upon the completion of
a new production plant in Shaoguan in the first half of 2006, the
Group will be in a better position to lower its operating costs in the
southern China region.

As a result of the unfavourable operating environment, the Group's
core businesses of printing and packaging in Hong Kong/Mainland
China were negatively affected during the period under review.
Whilst the Suzhou operation made improvement in sales, its bottom
line was affected by the initial operating costs incurred from its
second-phase expansion. The Singapore subsidiary recorded a profit
with lower margin. The environmentally friendly products division
increased its profit despite a decline in turnover by adopting a more
stringent control over its costs. The licensed products division
incurred a small loss, but is making progress for its further
development.
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INTERIM DIVIDEND

The Board of Directors has declared an interim dividend of HK1.5
cents (2004: HK1.5 cents) per share for the six months ended 30th
September, 2005 payable on Friday, 6th January, 2006 to
shareholders whose names appear on the Register of Members on
Friday, 23rd December, 2005.

BUSINESS REVIEW AND PROSPECTS
Packaging materials, labels and paper products
Hong Kong/Mainland China Operations

During the six months ended 30th September, 2005, the Group’s
printing and packaging businesses in Hong Kong/Mainland China
recorded a decline in turnover and profit. This was due to a more
cautious approach from customers when placing orders and
customers demanding lower prices for their orders, as well as strong
competition in the local printing and packaging industry. Growth
was recorded in the sale of paper products with higher margins, but
the extent of the growth was affected by the product realignment
and internal restructuring undertaken by some of the Group’s major
customers, which caused a temporary decrease in the amount of
their orders. The significant increase in the operating costs (in
particular labour costs) in Mainland China and the higher costs of
raw materials also affected the profitability of the Group’s printing
and packaging businesses.

Through “Starlite Innovation Centre” and “Starlite Institute of
Management”, the Group is making further efforts to strengthen its
customer relationships. Part of such efforts involved the injection of
new resources to “Starlite Innovation Centre” to increase its capacity
in developing innovative products for customers, and the addition of
customer-oriented training programmes to enhance the proficiency
of the Group’s staff. Moreover, the Group is now finalising several
incentive plans with some major customers that aim to secure higher
sales for the Group during the slack season. The Group is also
looking into the possibility of tapping the potential of the European
market for paper products.

Suzhou Operation

The Suzhou subsidiary showed an improvement in sales during the
period under review. However, due to the initial operating costs
incurred from its second-phase expansion, the Suzhou subsidiary has
yet to record a profit.
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More export business has been obtained by the Suzhou subsidiary
during the period under review. The Group has gained ground in its
expansion into the domestic sector, paving the way for new growth
through realignments in human resources and localisation, albeit
some hurdles remain to be overcome. The Suzhou plant will shortly
start to provide labels printing services to a renowned multinational
corporation based in the United States. Given the growing consumer
market in the eastern China region, the management believes there
should be strong growth potential for the labels printing business.

As disclosed in the Group’s latest annual report, the Group is
making two strategic moves to enhance the performance of the
Suzhou plant and to generate more sales in the eastern China
region. The first move is related to the transfer of the Suzhou plant
from the direct control of the Singapore subsidiary to the direct
control of the Group’s holding company for Hong Kong/Mainland
China manufacturing operations. This will enable the Suzhou plant
to benefit financially and strategically from the Group’s further
development in the eastern China region. It is also in line with the
Group’s localisation measure to reduce its operating costs in
Mainland China. The transfer is expected to be completed in the
new financial year.

The second move concerns the upgrading of the Group’s
representative office in Shanghai into a wholly-owned subsidiary.
This will enable the Group to obtain orders from the eastern China
region and help increase the sales of the Suzhou plant. Preparations
for the establishment of the Shanghai subsidiary are progressing
smoothly.

The management is hopeful that the Suzhou plant will be able to
further improve its performance by taking more aggressive marketing
measures to increase the level of its domestic sales and to tap the
growing business opportunities available in the Yangtze River delta.
With the completion of its second-phase development, the Suzhou
plant is expected to derive additional economies-of-scale benefits
that can enhance its competitiveness and cost efficiency.

Shaoguan Project

Construction of the new production plant in Shaoguan is progressing
on schedule, with its phase-one development expected to be
completed in the first half of 2006.

The management believes that this new plant will be able to take
over some of the labour-intensive orders from the Group’s Shenzhen
plant in the peak season of 2006. The lower operating costs in
Shaoguan compared to those in Shenzhen and Guangzhou will also
help the Group to further strengthen its competitiveness. Moreover,
the new plant will enable the Group to centralise its production of
labour-intensive products under one roof and achieve higher
operating efficiency.
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Singapore Operation

During the period under review, the printing sector in Singapore
faced significant challenges that were mainly related to the intense
competition from other Asian-based companies in product pricing.
As a result, while the Group'’s Singapore subsidiary, Starlite Printers
(Far East) Pte Ltd, managed to increase its turnover, it recorded a
decline in gross profit.

The Singapore subsidiary is taking proactive measures to further
tighten its costs and streamline its operations. A major focus of these
measures is to make improvements in operational logistics and
allocation of resources. Moreover, the Group is exploring the
possibility of reactivating its operations in Malaysia as part of the
means to safeguard the sales and profitability of the Singapore
subsidiary and to obtain new business in the Asian region. The
Group will consider all major factors and act prudently before
making a decision.

In September 2005, Starlite Printers (Far East) Pte Ltd was awarded
the “Singapore Packaging Star Awards (SSA) 2005” by the Packaging
Council of Singapore and the Singapore Manufacturers’ Federation
in recognition of its outstanding achievement in product packaging.

Environmentally friendly products

Despite a decline in turnover, the environmentally friendly products
division recorded an increase in profit during the period under
review. This was attributable to the tightening of cost control and
improvement of cost efficiency in the production of interior
packaging products and “Greenworks” products and the further
expansion to other paper products. The management aims to
continue to increase the cost efficiency of this division in order to
sustain its profit growth.

Licensed products

The licensed products division incurred a small loss during the
period under review, which was mainly related to the promotion of
“Robbi the bunny” and the publication of the “Robbi the bunny”
monthly magazine.

The Group is holding discussions with an interested party
concerning the distribution of “Robbi the bunny” educational
accessories in China, which may include card-board games, audio
visual items and cartoon publications. The management believes
that the successful implementation of this strategy will facilitate the
Group’s launch of Robbi products in the China market, which would
provide a new platform for growth for the Group in the long run.
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Prospects

The negative impact of higher oil prices and rising interest rates is
becoming more eminent in the corporate sector as the global
economy moves forward. With rising costs and unstable consumer
confidence, companies are facing a more challenging operating
environment that requires the adoption of more proactive measures
to counter the uncertainty. Under these circumstances, many
corporations in the United States are further tightening their “Just In
Time” inventory management and reducing their purchase prices.
Some are taking a more cautious stance by keeping more cash
instead of making new major investments. These developments are
posing significant challenges to Hong Kong/Mainland China
manufacturers as competition from new outsourcing markets such as
India and Vietnam makes it difficult for the manufacturers to
safeguard profit margins and sales. Moreover, they have to manage
the rising operating costs in Mainland China and bear the additional
costs for coping with the rushed orders.

In anticipation of these challenges, the Group initiated counter
measures several years ago by diversifying its revenue source and
manufacturing base to Chinese cities such as Suzhou and Shaoguan
and further improving its cost control efforts through improvement in
training and logistics. While these measures have not yet been fully
completed, they have proven effective for the Group to mitigate
some of the negative impact arising from the challenges, as
evidenced by the selection of the Company by Forbes Asia as one of
the “200 Best Under a Billion” Asian Companies in October 2005.
The management believes that the Group is on the right track to
build a stronger platform for its long-term prosperity. In the
meantime, the Group will adopt other measures such as the
formation of strategic alliances with its major customers to minimise
the negative factors facing the Group during its transition and to
achieve growth against the unfavourable environment.

LIQUIDITY AND FINANCIAL RESOURCES

The Group's sources of funding include cash generated from the
Group’s operations and banking facilities provided to the Group by
banks mainly in Hong Kong and Mainland China. As at 30th
September, 2005, the Group’s cash and bank balances and short-
term bank deposits amounted to approximately HK$115 million.

During the period under review, the interest expenses of the Group
amounted to approximately HK$6.6 million compared to
approximately HK$3.4 million recorded in the same period last year.
Currently, the Group has Renminbi-denominated loan facilities
amounting to approximately RMB95 million that are available for
the Group’s Shenzhen, Guangzhou, Shaoguan and Suzhou plants for
working capital purposes.
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As at 30th September, 2005, the Group had a working capital
surplus of approximately HK$94 million compared to a working
capital surplus of approximately HK$48 million as at 31st March,
2005. The Group’s debt-to-equity ratio as at 30th September, 2005
was 89% (31st March, 2005: 62%), based on short-term and long-
term bank borrowings and other debts/borrowings (excluding trade
related debts) of approximately HK$317 million (31st March, 2005:
HK$203 million), and shareholders’ funds of approximately HK$355
million (31st March, 2005: HK$327 million). The Group will
continue to adopt prudent policies to maintain a healthy financial
position.

CHARGE ON ASSETS

As at 30th September, 2005, certain assets of the Group with an
aggregate carrying value of approximately HK$16 million (31st
March, 2005: HK$25 million) were pledged to secure the banking
facilities of the Group.

EXCHANGE RATE EXPOSURE

All the Group’s assets, liabilities and transactions are denominated
either in Hong Kong dollars, US dollars, Chinese Renminbi, Japanese
Yen, Singapore dollars or Euro. The exchange rate of US dollars/
Hong Kong dollars is relatively stable due to the current peg system
in Hong Kong. On the other hand, the existing Renminbi-
denominated sales revenue helps to reduce the Group’s
commitments of Renminbi-denominated operating expenses in
China. Transaction values involving Japanese Yen or Euro were
primarily related to the Group’s purchase of machinery and such
exposures were generally hedged by forward contracts.

HUMAN RESOURCES DEVELOPMENT

Currently the Group has more than 7,000 employees. The Group
maintains good relations with its employees, providing them
competitive packages and incentive schemes as well as various
training programmes. Besides, a new Share Option Scheme
complying with the revised Listing Rules requirements was adopted
in September 2002 under which share options will be granted to
certain employees (including executive directors of the Company) as
incentive for their contribution to the Group. Following the opening
of the “Starlite Institute of Management”, the Group provides various
training and development programmes to staff on an ongoing basis.
The Group will explore the possibility of launching other special
training programmes with universities in China and education
institutions abroad to further enhance its staff quality.
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DISCLOSURE OF INTERESTS
Directors’ interests in shares and share options

As at 30th September, 2005, the interest of the Directors and Chief
Executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or which were
recorded in the register required to be kept by the Company under
Section 352 of the SFO, or which were required, pursuant to the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), to be notified to the Company and the Stock
Exchange, were as follows:

Long positions in Shares

Personal Family
Name of Director  Capacity interests interests
EEps il BARE REES
Mr. Lam Kwong Yu  Beneficial owner, BRlER 2,150,000 1,100,000
wrmEE interest of spouse, REER
interest of controlled REHIAF
corporation, 2R
beneficiary and RS- UN
founder of trusts REIHA
Ms. Yeung Chui~ Beneficial owner, Rafs 1,100,000 2,150,000
BRI interest of spouse, EEEs
interest of controlled REHA
corporation, ZEH
beneficiary and BEEXHEA
founder of trusts REIHA
Mr. Tai Tzu Shi, Beneficial owner & EREAR 380,000 18,000
Angus interest of spouse [
HEERAE
Mr. Cheung Chi Beneficial owner BEREA 1,960,000 —

Shing, Charles
RERFE
* Details of share options granted to Directors
under the heading of Share option scheme.

are separately disclosed
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R ZHE
Approximate *Outstanding
% of share
Corporate Other Shareholding options
interests interests Total  fiREZ HRTE
AREE  HtE# BE BHEIL  ZBRE
844,000 216,618,174 220,712,174 51.39% 4,162,000
(Note 1) (Note 2)
(1) (Hit2)
844,000 216,618,174 220,712,174 51.39% 3,852,000
(Note 1) (Note 2)
(Britn) (Hit2)
— — 398,000 0.09% 2,620,000
— — 1,960,000 0.46% 2,640,000

*
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Notes:

1. Dayspring Enterprises Limited held 844,000 shares in the Company. The
entire issued share capital of the company is beneficially owned and
controlled by Mr. Lam Kwong Yu and Ms. Yeung Chui. The 844,000 shares
of Mr. Lam Kwong Yu and Ms. Yeung Chui were the same block of shares.

2. Best Grade Advisory Limited (“BGAL”) held 216,618,174 shares in the
Company. The entire issued share capital of BGAL is held by Masterline
Industrial Limited as trustee of The New Super Star Unit Trust. All except
one units in The New Super Star Unit Trust are beneficially owned by two
discretionary trusts, the discretionary beneficiaries of which include Mr.
Lam Kwong Yu, Ms. Yeung Chui and Mr. Lam Chuen Yik, Kenneth. HSBC
International Trustee Limited acted as trustee of the two discretionary
trusts. The two references to 216,618,174 shares relate to the same block
of shares in the Company.

Save as disclosed above, none of the Directors or Chief Executive of
the Company had, as at 30th September, 2005, any interests or short
positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO), or
which were recorded in the register required to be kept by the
Company under Section 352 of the SFO, or which were required to
be notified to the Company and the Stock Exchange pursuant to the
Listing Rules.

1. BB EAR D AEE AR F844,000[ 815 - %A
AZ2HEETRATHARANEERBRLLTE
HHEAREY  EMAMNENEERBRELTHS
#)844,0000 fxfh - BHER —RHER -

2. Best Grade Advisory Limited ([BGAL)) ¥ A A A
216,618,1740 7 - BGAL Z 2 # 2 #THRAR
The New Super Star Unit Trust Z {55 A Masterline
Industrial Limited ¥ 45 © B — A (75} - The New
Super Star Unit Trust 2 EM B ERMEZEE
RERAE MASEEET XGABEMEN
Tt BELLEMEREL T HSBC
International Trustee Limited &R H 2 #E{ETHE
FEA o LR ER TR B2 216,618,174 A 2 At

- BIgE B -

BREXPBREERIN R-ZTTRFNA=TAH -
ARASEERTIBTRAEHERARFSRA
EAEBEE (ER R EF MG GRIIFEXVE) 2
B - HEROD REFTRAREES LBER
BIEXVERE7 R F 80 WM EABAMA LA KR
FreEm kAR (BREEREEF NPEHRHZ
ZEGXREFICREE LRELARR) - LT
R ARAEEFLPEHRIIFEISREEFZ
ErftRcEmskxe  IRELTHRAANE
ARBRERFTZEEEIARE



STARLITE HOLDINGS LIMITED * INTERIM REPORT 2005
EXRBERAT s —ERHEEHFHRERS

Share option scheme

A new share option scheme has been adopted by the Company since
6th September 2002 (the “New Share Option Scheme”) to replace a
share option scheme which had been adopted on 8th February 1993
(the “Old Share Option Scheme”) to comply with the current
statutory requirements. The Company may grant options to the
participants as set out in the New Share Option Scheme. Summary

BRESTS

of the Old Share Option Scheme and the New Share Option Scheme

was as follows :

1. Purpose of the Old and New
Share Option Schemes

ERmBREEEm

2. Participants of the Old and
New Share Options Schemes

ERFBERETIN2EAL

Old Share Option Scheme
ERERENE

As an incentive to employees.

fEREHEB MR -

Any full-time employee of the
Company or any Subsidiary (including
full-time executive directors of the
Company or any Subsidiary).
ARAIREMBARNZEES (B
ARBAFEMBLARAZEBRATE
£) e

ZN/NH]::

2R EARANBERBTBAER
B (BRI UBRR—-AN=F AN
ARz B REst &) (BB E)) - AR
BT AT ENR » ARA) AR B AER 8P 7)
M2EATETREARE - ERREN S LEKR
BAEMBENT

New Share Option Scheme
HEREE

To provide participants with the
opportunity to acquire proprietary
interests in the Company and to
encourage participants to work
towards enhancing the value of the
Company and its Shares.
RBEATRUEGARAMARZ
ke IHHB2EALBNEARLD
A RERN ZEE -

(i) Any full-time employee of the
Company or of any Subsidiary ;
and

(i) Any full-time executive director
of the Company or of any
subsidiary

(i) ARAREMBLEZEZBIE

pa

\

NE

el
\a|

AMBREZ 2R

™

(ii)

3%
o
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3. Total number of Shares
available for issue under the
Old and New Share Option
Schemes and percentage of
issued share capital as at the
date of the interim report
RIEE R BRE S A&7
B g Ak ke B H
HEBRITRAED L

Old Share Option Scheme
ERERENE

The maximum number of Shares in
respect of which options may be
granted (when aggregated with any
securities subject to any other share
option scheme(s) of the Group) shall
not exceed 10% of the number of
issued Shares of the Company from
time to time excluding the aggregate
number of shares which are issued
pursuant to the Old Share Option
Scheme.
REBREFIMAULR T 2BRE
(ERASEEMBRAE 8P HARTT
EzBEE) FRARNES<HE - T
BHRBARAIKDEETRAI0% -
EPERATEREERRESEE
T2 B ET B

10

New Share Option Scheme
HER RS

The Company may initially grant options
representing 41,250,098 Shares under
the New Share Option Scheme (i.e.
approximately 10% of the issued share
capital of the Company as at the date of
the approval of the New Share Option
Scheme and approximately 9.6% of the
issued share capital of the Company as
at the date of the interim report).

The maximum number of Shares
which may be issued upon exercise of
all outstanding options granted and yet
to be exercised under the New Share
Option Scheme and any other schemes
adopted by the Company must not
exceed 30% of the Shares in issue
from time to time. No options may be
granted under the New Share Option
Scheme or any other share option
scheme if that will result in the 30%
limit being exceeded.
REHBRESE  ARRANFAR
T 5 %41,250,098% B (15 AR 2 R 7%
R EiRET 2 R 2 B BITRA
K10%RIEARRRIRAR KSR S
2 BETRAL.6%) < BRE -

WRIEA A RN 2 3B R A 8 AT
M E IR T RIT6E 2 B
BOEEmMUETZRNER 2 E
TEBBTRHEETRG 230% ° i
REFTERETER TREBRES S
#B30% LR - BIRATIR T B8 R4 o
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4. Maximum entitlement of each
participant under the Old and
New Share Option Schemes
BU2BEATREERNEBR
BAENABNREHE

5. The period within which the
Shares must be taken up under
an option

REBEREAREROOHR

6. The minimum period for which
an option must be held before it
can be exercised.
ARTENFEBRENRE
HR

Old Share Option Scheme
ERERENE

25% of the aggregate number of
Shares in respect of which options are
issuable under the Old Share Option
Scheme.
EBRETIERURTZRNAR
#)25% °

At any time during a period to be
determined by the Board, which shall
not be more than 10 years from the
date on which the option is granted.

HEFERTZPRANTMAEE - H
ERMATSHEBE LB HE T
i o

An option may be exercised at any
time during a period commencing on
the expiry of 6 calendar months after
the date of grant of the option, but in
any event not later than 10 years from
the date of grant.

RBRER RN EETRBEE BERN
BE AR EAERTE  ETSBEE
ZEEIRAER L BH0F U -

11

New Share Option Scheme
HER RS

The total number of Shares issued and
to be issued upon exercise of the
options granted and to be granted to
each participant (including both
exercised and outstanding options)
under the New Share Option Scheme
or any other share option scheme
adopted by the Company in any 12
month period must not exceed 1% of
the Shares in issue.

R BB BA R AR DR Z R
HipB g3 - AEm20@A B8
A AEU2EALTETERERR
TREERE (BEESTERRRTRZ
B EZRTRETHRITZRNA
B I EBBAERTROBEZ1% -

Must not be more than 10 years from
the date of offer or grant of the
option.
BERERLETZRAEATGES
THF-

An option may be exercised at any
time during a period commencing on
the expiry of 6 calendar months after
the date of grant of the option, but in
any event not later than 10 years from
the date of grant.

BREARNAE THEREE RERA
BE A REFRKETE T E8E
ZERER L BHI0F U -
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7. The amount payable on
application or acceptance of
the option and the period
within which payments or calls
must or may be made or loans
for such purposes must be paid
RESEABRENENSE
DA R A5 3R 3 5 AN A 3R e IR 3
BERFBRESROHAR

8.  The basis of determining the
exercise price

BETEEMNEE

Old Share Option Scheme
ERERENE

HK$10 is to be paid as consideration
for the grant of option and the option
shall be accepted within 28 days from
the date of offer.
FXNBEIOTERAR THERELA
B - mERELERETHBER28
AR -

The exercise price is determined by
the Board in their absolute discretion
but in any event shall not be less than
the higher of:

(i)  80% of the average of the
closing price of the Shares as
stated in the Stock Exchange’s
daily quotation sheets for the
five trading days immediately
preceding the date of grant of
an option; or

(i) the nominal value of the Shares

ITEERESSET  BEAEEAMN

THREHE

() EZEZEBRESTEHIAER
SHBRMRBIIHFEE kT
BEIB80% : 3k

(i) MWhHEE -

12

New Share Option Scheme
HER RS

The amount payable on acceptance of
an option is HK$10 and an offer shall
remain open for acceptance by the
participant for a period of 28 days from
the date on which the letter containing
the offer is delivered to that participant.
EWBEREMASN 2REREE0
Lo M2 8 AL A U E| E 4 R Et
28R R A B AR E -

The exercise price shall be
determined by the Board in its
absolute discretion and shall be at
least the highest of:

(i) the closing price of the Shares
as stated in the daily quotations
sheet issued by the Stock
Exchange on the date of grant,
which must be a business day;
or

(i) the average closing price of the
Shares as stated in the daily
quotation sheets issued by the
Stock Exchange for the 5
business days immediately
preceding the date of grant; or

(iii) the nominal value of the

Shares on the date of grant.

BRELTEEHESEET A&
PUTI R EREERE

i) BORELRTEREER (B
REFR)BRXMERRERM
FlZ T E 3

(i) BORBEREOHRTFERER
HMAhERS A ERLIAEA
HEXRMIZFHRTE &

(i) RETHERESAMNRNE
1A -
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9.  The remaining life of the Old
and New Share

Schemes

Option

ERFBERETINFAER

The following tables show the movements in the Company’s share
options during the period and the outstanding options at the

beginning and end of the period:

Old Share Option Scheme

Name

Directors

=

Mr. Lam Kwong Yu
ML L

Ms. Yeung Chui
BRZT

Date of
grant

RHEAH

10.9.1997

10.9.1997

Old Share Option Scheme
ERERENE

The Old Share Option Scheme was
adopted on 8th February, 1993 and
was originally effective until 7th
February, 2003. On 6th September,
2002, the Old Share Option Scheme
was resolved by the shareholders of
the Company to have been terminated
thereon.
EBREFIN-NAN=F_ANRE
ROLRN_-_TE=5_"RAtRH—
EAM -RZTT-FALARAE XK
DAEIBRE R E R RS 8t % B
H e

New Share Option Scheme
HER RS

The New Share Option Scheme shall
be valid and effective for a period of
ten years commencing on the
adoption date i.e. 6th September,
2002.

BRI mEAE (I -2T—F
AARB)BTERN—BEERBEBY -

ARAERERPAZEH RN BT RBEE K
TEZBBEMTRAR

ERkRETS
Granted  Exercised Lapsed

Exercise Exercise price  Beginning during during during End of

period per share  of period the period the period the period period

TEAE BRABE B HARE HATE BREAX S

HK$ ‘000 ‘000 ‘000 ‘000 ‘000

BT TR Th Th Thx TR

11.3.1998 - 0.69 2,512 — (600) — 1,912
9.9.2007

11.3.1998 - 0.69 1,702 — (100) — 1,602
9.9.2007

4,214 — (700) — 3,514

13
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New Share Option Scheme EREE
Granted  Exercised Lapsed
Date of Exercise Exercise price  Beginning during during during End of
Name grant period per share  of period the period the period the period period
®A REAH TREME BRABE B HARE HATE HAKK RS
HKS$ ‘000 ‘000 ‘000 ‘000 ‘000
BT F ik F& F& Fi& F i
(i) Directors
i
Mr. Lam Kwong Yu 19.2.2004 19.8.2004 — 1.07 2,250 — — — 2,250
MR 05 £ 18.2.2007
Ms. Yeung Chui 17.1.2003 17.7.2003 — 0.57 500 — (500) — —
BRLL 16.1.2006
19.2.2004 19.8.2004 — 1.07 2,250 — — — 2,250
18.2.2007
Mr. Tai Tzu Shi, 19.2.2004 19.8.2004 — 1.07 1,200 — — — 1,200
Angus 18.2.2007
BWEELE 29.12.2004  29.6.2005 — 0.77 1,800 — (380) — 1,420
28.12.2007
Mr. Cheung Chi 19.2.2004 19.8.2004 — 1.07 1,200 — — — 1,200
Shing, Charles 18.2.2007
oR K 5 A 29.12.2004  29.6.2005 — 0.77 1,800 — (360) — 1,440
28.12.2007
(ii) Employees 10.1.2003 10.7.2003 — 0.53 200 — (80) — 120
= 9.1.2006
6.2.2004 6.8.2004 — 0.93 4,200 — (837) — 3,363
5.2.2007
29.12.2004 29.6.2005 — 0.77 4,200 — (1,444) — 2,756
28.12.2007
19,600 — (3,601) — 15,999

The Company had used a Binomial Option Pricing Model to
determine the fair value of certain options granted as at the date of
grant, details of which are set out in Note 22 to the accounts.

The Binomial Option Pricing Model was developed to estimate the
fair value of American style options, that is, options that can be
exercised at any time throughout the option term from the date of
being vested. It is one of the commonly used models to estimate the
fair value of an option which can be exercised before the expiry of
the option period. The value of an option varies with different
variables of certain subjective assumptions. Any change in variables
so adopted may materially affect the estimation of the fair value of
an option.

14
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Save as disclosed above, at no time during the period was the
Company or any of its subsidiaries a party to any arrangement to
enable any of the Company’s directors or members of its
management to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.

Directors’ interests in contracts

Save as disclosed in Note 5 to the accompanying accounts, no
contract of significance in relation to the Group’s business to which
the Company or any of its subsidiaries or holding companies was a
party and in which any of the Company’s directors or members of its
management had a material interest, whether directly or indirectly,
subsisted at the end of the period or at any time during the period.

Substantial shareholders

So far as is known to any Director or Chief Executive of the
Company, as at 30th September, 2005, shareholders (other than
Directors or Chief Executive of the Company) who had interest or
short positions in the shares or underlying shares of the Company
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows :

1. Long positions of substantial shareholders in the shares of the
Company

Name of shareholder Capacity
BRREE 54
Best Grade Advisory Beneficial owner
Limited EnlEl
Masterline Industrial Trustee
Limited BsEA
HSBC International Trustee
Trustee Limited BEA

15

FRERBEEN  REAETEER  ARALE
EAMBARRE2EERMLE  SRARAE
SRHEEEXNERBBEARAQRNEMEMEA
Bz RESRMES -

E=ERENmzRE

BRABEM 2 R B M S REES - ARBHENE
DA ER S AT MR - R A EMER
SEEBEEMARAESHEEENRERS
HMEREETEATNGCEERN -

FERR

RARRELHRSTRAERMA  R-TFH
FAA=ZTHE  RAREAROIEEROTHEE
RIRE 7 LR GRPIEXVERE 2R E 3D A FEX
ARAARARBERCTERALAREFRPER
BIE336HREFNELMANESIRE ZBR
(AAREERERTRAERIMNWT

1. IERRERARAKROHZER

Number of Approximate %
Shares of Shareholding
EREZ
iR = BRED
216,618,174 50.44%
(Note 1)
G
216,618,174 50.44%
(Note 1)
(HfE1)
218,606,174 50.90%
(Note 2)
(Bt &E2)
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2. Long positions of other persons in the shares of the Company
Name of shareholder Capacity
RREH 5%
Value Partners Limited Investment manager
RERRE
Cheah Cheng Hye Interest of controlled
#58 corporation

EEH ARz ER
Notes :

1. The two references of 216,618,174 shares relate to the same block
of shares in the Company. These shares are held by Best Grade
Advisory Limited (“BGAL"). The entire issued share capital of BGAL
is held by Masterline Industrial Limited as trustee of The New
Super Star Unit Trust. All except one units in The New Super Star
Unit Trust are beneficially owned by two discretionary trusts, the
discretionary beneficiaries of which include Mr. Lam Kwong Yu,
Ms. Yeung Chui and Mr. Lam Chuen Yik, Kenneth. HSBC
International Trustee Limited acted as trustee of the two
discretionary trusts.

2. 216,618,174 shares of the 218,606,174 shares were the same
block of shares as described in Note 1. HSBC International Trustee
Limited (“HSBC”), as trustee of two discretionary trusts in which
Mr. Lam Kwong Yu, Ms. Yeung Chui and Mr. Lam Chuen Yik,
Kenneth were the beneficiaries, were interested and/or deemed to
be interested in the said 216,618,174 shares. The remaining shares
were held by other trusts for which HSBC acted as trustee.

3. The two references to 29,910,000 shares relate to the same block
of shares in the Company.

Save as disclosed above, as at 30th September, 2005, the Company
has not been notified by any persons (other than Directors or Chief
Executive of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO.
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2. HEMALTRARABROZHR

Number of Approximate %

Shares of Shareholding

EREZ

iR = BRED L

29,910,000 6.96%
(Note 3)
(FffE3)

29,910,000 6.96%
(Note 3)
(FffE3)

e

1. LRI R 2216,618 174 ADFIRG - B
EA — 27 # %  Best Grade Advisory Limited
([BGAL]) # A Filtix 3 + BGAL 2 2B &A1
B A # The New Super Star Unit Trust Z {555 A
Masterline Industrial Limited 575 ° B —1{E 2 {1
)+ The New Super Star Unit Trust 2 £ b B {7 &
EEW ArEETERERS MIZS2RETIZR

B ABEREIEE  BELZ T RMEREEAE -
il HSBC International Trustee Limited £ /M &%
RETNETA

2. 218,606,1740% E 216,618,174 £ }f 7 (1) 7 it
2 M E AR o HSBC International Trustee
Limited ([HSBC)) A A2 EEL2E5EA - M
MAMEE BEZLERNEBEEAZSE
E%ZA/\/\ HSBC #A K/ S8 &HEFT

i2216,618,1740 1) # % © HSBC MAE
FRETZETIA  TAZSELERGHIHND
B o

3. FR R FT R K2 229,910,000 R A AR - B
ER-BROEE -

BREXEEEN R-ZTRAFAA=1H "
$E%ﬁf£ﬂ)\i($ AEFIESTRABRMN)
ZHEAR 73‘5&7@*&%5%&%%%%ﬁﬁxvﬁﬂfﬁ
2R3N B Z EXARAR R RBERCHRNALR
?ﬁaﬁ%&,ﬁﬁﬂlﬂﬁﬂ%3361!mﬁf2’éaﬁﬂﬁWEI‘JZIK
DRI AR 2 EEIOAR
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AUDIT COMMITTEE

The audit committee is composed of all the four non-executive
directors of the Company of which three of them are independent.
The audit committee has reviewed with management the accounting
policies adopted by the Group and discussed auditing, internal
control, and financial reporting matters, including the review of
interim financial statements for the six months ended 30th
September, 2005, which have not been audited.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the period.

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the
Code Provisions in Code on Corporate Governance Practices (the
“CG Code”) as set out in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”) throughout the six
months ended 30th September, 2005 except for the deviations as
mentioned below.

Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual. The Company does not have a separate
Chairman and Chief Executive Officer and Mr. Lam Kwong Yu
currently holds both positions. The Board believes that vesting the
roles of both Chairman and Chief Executive Officer in the same
person would allow the Company to be more effective and efficient
in developing long-term business strategies and execution of
business plans. The Board believes that the balance of power and
authority is adequately ensured by the operating of the Board which
comprises experienced and high caliber individuals with a sufficient
number thereof being Non-executive Directors.

Code Provision A.4.1 stipulates that non-executive directors should
be appointed for a specific term, subject to re-election. The non-
executive directors of the Company have not been appointed for a
specific term as they are subject to retirement by rotation and re-
election at annual general meeting in accordance with the Bye-laws
of the Company.
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COMPLIANCE WITH MODEL CODE BEEETRSFRZGZ2EZESA

The Company has adopted the Model Code for Securities ANRTEREZHETESF X HEM L5 A 8%
Transactions by Directors of Listed Issuers (the “Model Code”) as set  10FT# LT AR ZEFHTEHF X HHIZETFH
out in Appendix 10 of the Listing Rules for securities transactions by~ ([1Z%5F8|]) - 2BERERER  HE_TZ
the Directors. All Directors have confirmed that, in respect of the six ~AFAA=+HIEANER  BE—FEFIZET
months ended 30th September, 2005, they have complied with the BIBBZEZHETEFRX H R EME IR TITE
required standard set out in the Model Code regarding securities

transactions by the Directors.

On behalf of the Board AEZEEW

LAM KWONG YU FE

Chairman M

Hong Kong, 2nd December, 2005 BEF —ETRFE+=-AZH
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INTERIM RESULTS (UNAUDITED)

Condensed Consolidated Income Statement

Turnover
Cost of sales

Gross profit
Other revenue

Distribution and selling expenses
General and administrative expenses

Operating profit
Finance costs

Profit before income tax
Income tax expense

Profit for the period, attributable
to equity holders

Dividends

ES
i & AR

£
g
HEBEM
—BTRE R
@A
BE A

bR B A1 it 7
S HA X

HMARERA A
F& 1 ) 7

B R

RHIRE (REFR)
CE BN E £

Unaudited
Six months ended
30th September,
RBER
BEAA=THLAREA

Earnings per share for profit attributable & Hi AR #E B A JEMS

to equity holders (in HK cents)
— Basic

— Diluted

ERH SR
— X

— B8

2005 2004
—EZRE —ZRNEF
Notes HK$’000 HK$’000
B 2 THT FHET
6,7 509,362 500,624
8 (390,898) (366,061)
118,464 134,563
6 482 130
8 (26,021) (23,090)
8 (46,556) (55,774)
46,369 55,829
9 (6,557) (3,366)
39,812 52,463
10 (6,592) (10,378)
7 33,220 42,085
12 6,442 6,378
AF B 11
7.77 9.90
7.75 9.88
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Condensed Consolidated Balance Sheet

Non-current assets
Property, plant and equipment

Leasehold land and land use rights

Available-for-sale investments
Total non-current assets

Current assets
Inventories
Trade and bills receivables
Prepayments and deposits
Prepaid tax
Pledged bank deposits
Cash and other bank deposits

Total current assets

Current liabilities
Short-term bank borrowings
Finance lease obligations,
current portion
Trade and bills payables
Accruals and other payables
Taxation payable

Total current liabilities
Net current assets
Total assets less current liabilities
Non-current liabilities
Finance lease obligations,
non-current portion
Long-term bank loans,
non-current portion
Deferred taxation
Total non-current liabilities
Net assets
Financed by:

Share capital

Reserves

Shareholders” equity

FRBEE

nE - BEREE
MEE T i AR
AftHEZRE

FRBEERR

REBEE
FE
%%ﬁ%%m&Tﬁ
BRFREREZS
B RIA
BB TER
Be hEMRITER

MEEERE
RBAME

EHRITER
HBROES - BNE D

ECY O ES
FEEHE B R A AT
A

mEEERE

REBEEFR

BEERRDAE

FRBDEE
BBROER
e
REMBRTENR
Bk
BT A

FRBEERR

BEFE

RE&

A

e

BRES
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HHREEERARBR

Unaudited Restated

RBER ERdl

As at As at

30th September, 31st March,

2005 2005

—EEEF —ZERF

AA=+H =ZA=+-—H

Note HK$’000 HK$’000
i3 FER FET
13 398,658 333,729
13 28,769 28,623
14 1,038 968
428,465 363,320

81,337 72,697

15 254,761 141,664
22,814 22,585

5,779 4,629

370 12,306

114,875 79,926

479,936 333,807
16 (117,688) (91,887)
(8,115) (9,455)
17 (195,745) (122,140)
(48,181) (47,695)
(16,265) (14,928)
(385,994) (286,105)

93,942 47,702

522,407 411,022
(8,443) (6,380)
18 (139,151) (60,510)
19 (19,548) (17,301)
(167,142) (84,191)

355,265 326,831

20 42,947 42,517
21 312,318 284,314
355,265 326,831
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Condensed Consolidated Cash Flow Statement GEEE R

Unaudited
RBER
Six months ended
30th September,
BEAA=THLAREA

2005 2004
—ZEERE —ETMEF
HK$’000 HK$'000
FER FETT

Net cash inflow from REKEEB 2R RAFE

operating activities 3,811 34,590
Net cash outflow from REREEB R RHFE

investing activities (58,681) (24,976)
Net cash inflow from REMEEBR 2 ReRAFE

financing activities 88,659 1,528
Increase in cash and ReENREEMHEEMN

cash equivalents 33,789 11,142
Cash and cash equivalents, RekResE B9

beginning of period 79,926 71,332
Cash and cash equivalents, BeRkBReEE  BX

end of period 113,715 82,474
Analysis of balances of cash and RekBeFEANN

cash equivalent:
Cash and other bank deposits Be REMREITHER 114,875 83,065
Bank overdrafts RITEX (1,160) (591)

113,715 82,474
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Condensed Consolidated Statement of Changes in

Shareholders’ Equity

Balance as at 1st April,
as previously reported

Opening adjustments
for the adoption of HKAS 39

Balance as at 1st April,
as restated

Fair value gains —
available-for-sales financial assets

Currency translation differences

Net income recognised
directly in equity

Profit for the period, attributable to
equity holders

Total recognised income for the period

2003/04 final dividends paid
2004/05 final dividends paid

Employee share option scheme:
value of employee services
issuance of shares upon exercise

of employee share options

Balance as at 30th September

ROA—BZ#&%
REANZR

KRB B RE9%
B

REA—H
2 B

AT AR —
TR ER AR

ERER

ERN T R
LN

MR B R A A B AR

HHRERRERZD R

Note
Bt

21

21

21
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Six months ended
30th September,
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2005 2004
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(1,184) -
325,647 279,179
70 —
3,144 98
3,214 98
33,220 42,085
36,434 42,183
— (8,503)
(10,701) -
615 -
3,270 -
355,265 312,859




NOTES TO THE ACCOUNTS:

Basis of preparation and accounting policies

This unaudited condensed consolidated financial information has been
prepared in accordance with Hong Kong Accounting Standard (“HKAS”)
34 “Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants.

This condensed consolidated financial information should be read in
conjunction with the annual financial statements for the year ended 31st
March, 2005.

The accounting policies and methods of computation used in the
preparation of this condensed consolidated financial information are
consistent with those used in the annual financial statements for the year
ended 31st March, 2005, except that the Group has changed certain of its
accounting policies following its adoption of new/revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards
(“new HKFRS”) which are effective for accounting periods commencing on
or after 1st January, 2005.

This interim financial information has been prepared in accordance with
those HKFRS standards and interpretations issued and effective as at the
time of preparing this information. The HKFRS standards and
interpretations that will be applicable at 31st March, 2006, including
those that will be applicable on an optional basis, are not known with
certainty at the time of preparing this interim financial information.

The changes to the Group’s accounting policies and the effect of adopting
these new policies are set out in Note 2 below.

Changes in accounting policies
(a) Effect of adopting new HKFRS

For the six months ended 30th September, 2005, the Group
adopted the new/revised standards of HKFRS below, which are
relevant to its operations. The comparative figures for the
corresponding period have been amended as required, in
accordance with the relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 21 The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 32 Financial Instruments: Disclosure and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 39 Financial Instruments: Recognition and Measurement

HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

HK-Int 4  Lease — Determination of the Length of Lease Term in

respect of Hong Kong Land Leases
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2.

Changes in accounting policies (Cont’d)

(a)

Effect of adopting new HKFRS (Cont'd)

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16, 21, 23, 24,
27, 33, 36 and HKFRS 3 did not result in substantial changes to the
Group’s accounting policies. In summary:

— HKAS 1 has affected the presentation of certain disclosures;

— HKASs 2, 7,8, 10, 16, 23, 27, 33, 36, HKFRS 3 and HK —
Int 4 had no material effect on the Group’s policies;

— HKAS 21 had no material effect on the Group'’s policy. The
functional currency of each of the consolidated entities has
been re-evaluated based on the guidance to the revised
standard. All the group entities have the same functional
currency as the presentation currency for respective entity
financial statements; and

— HKAS 24 has affected the identification of related parties
and some other related party disclosures.

The adoption of revised HKAS 17 has resulted in a change in the
accounting policy relating to the reclassification of leasehold land
and land use rights from property, plant and equipment to
operating leases. The up-front prepayments made for the leasehold
land and land use rights are expensed in the income statement on
a straight-line basis over the period of the lease or when there is
impairment, the impairment is expensed in the income statement.
In prior years, the leasehold land and land use rights were
accounted for at cost less accumulated depreciation and
accumulated impairment.

The adoption of HKASs 32 and 39 has resulted in a change in the
accounting policy relating to the classification of financial assets at
fair value through profit and loss and loans and receivables. It has
also resulted in the recognition of derivative financial instruments
at fair value and the change in the recognition and measurement of
hedging activities.

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. Until 31st March,
2005, the provision of share options to employees did not result in
an expense in the income statements. Effective on 1st April, 2005,
the Group expenses the cost of share options in the income
statement. As a transitional provision, the cost of share options
granted after 7th November, 2002 and had not yet vested on 1st
January, 2005 was expensed retrospectively in the income
statement of the respective periods.
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2.

Changes in accounting policies (Cont’d)

(a)

Effect of adopting new HKFRS (Cont'd)

All changes in the accounting policies have been made in
accordance with the transitional provisions in the respective
standards. All standards adopted by the Group require retrospective
application other than:

HKAS 39 — does not permit to recognise, derecognise and
measure financial assets and liabilities in accordance with
this standard on a retrospective basis. The Group applied
the previous SSAP 24 “Accounting for Investments in
Securities” to account for the investment in securities for
the comparative information. The adjustments required for
the accounting differences between SSAP 24 and HKAS 39,
where appropriate, are determined and recognised at 1st
April, 2005;

HKFRS 2 — only retrospective application for all equity
instruments granted after 7th November, 2002 and not
vested at Tst January, 2005; and

HKFRS 3 — prospectively after the adoption date.

The adoption of HKFRS 2 resulted in:

Increase in share premium P& £ & (B 45 o
Increase in capital reserve ERN=EEE

Decrease in retained profits

R B0 FIl R >

Increase in employment costs BB A
Decrease in basic earnings

per share (expressed in HK$)
Decrease in diluted earnings

per share (expressed in HK$)
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2. Changes in accounting policies (Cont’d)

(a)

Effect of adopting new HKFRS (Cont'd)

(i) The adoption of HKAS 39 resulted in a decrease in retained
profits at Tst April, 2005 by approximately HK$1,416,000
and the details of the adjustments to the balance sheet at
30th September, 2005 are as follows:

Decrease in retained profits RE & FA
Increase in investment reserve BEFEEILM

(iii)  The adoption of HKAS 17 and HK-Int 4 resulted in:

Increase in leasehold land
and land use rights

Decrease in property,
plant and equipment

MmE - BERRERD

New accounting policies

The accounting policies used for the condensed consolidated
financial information for the six months ended 30th September,
2005 are the same as those set out in Note 1 to the annual
financial statements for the year ended 31st March, 2005, except
for the following:

2.1 Property, plant and equipment

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

2.2 Available-for-sale investments
Available-for-sale investments are carried at fair value, with

changes in fair value of such investments recognised in
equity as they arise.
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2.

Changes in accounting policies (Cont’d)

(b)

New accounting policies (Cont’d)

2.3

2.4

2.5

Impairment of assets

Assets that have an indefinite useful life are not subject to
amortisation, which are at least tested annually for
impairment or are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash
flows (cash-generating units).

Trade receivable

Trade receivable are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision
for impairment of trade receivable is established when there
is objective evidence that the Group will not be able to
collect all amounts due according to the original terms of
receivables. The amount of the provision is the difference
between the asset’s carrying amount and the present value
of estimated future cash flows, discounted at the effective
interest rate. The amount of the provision is recognised in
the income statement.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Transaction costs are incremental
costs that are directly attributable to the acquisition, issue
or disposal of a financial asset or financial liability,
including fees and commissions paid to agents, advisers,
brokers and dealers, levies by regulatory agencies and
securities exchanges, and transfer taxes and duties.
Borrowings are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the income
statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the

Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.
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2. Changes in accounting policies (Cont’d)

(b)

New accounting policies (Cont’d)

2.6

2.7

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee services
received in exchange for the grant of the options is
recognised as an expense. The total amount to be expensed
over the vesting period is determined by reference to the fair
value of the options granted, excluding the impact of any
non-market vesting conditions (for example, profitability and
sales growth targets). Non-market vesting conditions are
included in assumptions about the number of options that are
expected to become exercisable. At each balance sheet date,
the entity revises its estimates of the number of options that
are expected to become exercisable. It recognises the impact
of the revision of original estimates, if any, in the income
statement, and a corresponding adjustment to capital reserve
within equity over the remaining vesting period.

When the options are exercised, the related capital reserve
is transferred to the share capital (nominal value) and share
premium, together with the proceeds received net of any
directly attributable transaction costs. If the options lapse
unexercised, the related capital reserve is transferred
directly to retained earnings.

Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flow
discounted at original effective interest rate of the
instrument, and continues unwinding the discount as
interest income. Interest income on impaired loans is
recognised either as cash is collected or on a cost-recovery
basis as conditions warrant.

3. Financial risk management

3.1

Financial risk factors

The Group's activities expose it to a variety of financial risks:
foreign exchange risk, credit risk, liquidity risk and cash flow
interest-rate risk.

(a)

Foreign exchange risk

The Group is exposed to foreign exchange risk arising from
the exposure of various currencies against Hong Kong
dollars. Such foreign exchange risk arises from future
commercial transactions, recognised assets and liabilities
and net investments in operations in Mainland China and
Singapore.

To manage such foreign exchange risk, the Group uses
forward contracts transacted with external financial
institutions to hedge against the foreign exchange risk arisen
from Euro.
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3.

Financial risk management (Cont’d)
3.1 Financial risk factors (Cont’d)
(@) Foreign exchange risk (Cont'd)

In addition, the conversion of Chinese Renminbi into
foreign currencies is subject to the rules and regulations of
the foreign exchange control promulgated by the Mainland
China government.

(b) Credit risk

The Group has no significant concentrations of credit risk.
The carrying amount of the trade and bills receivables
included in the consolidated balance sheets represents the
Group’s maximum exposure to credit risk in relation to its
financial assets. Derivative counter parties and cash
transactions are limited to high-credit-quality financial
institutions. The Group has policies that limit the amount of
credit exposure to any financial institution.

(c)  Liquidity risk

The Group ensures that it maintains sufficient cash and
credit lines to meet its liquidity requirements.

(d) Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing assets, the
Group’s income and operating cash flows are substantially
independent of changes in market interest rates.

The Group’s interest-rate risk arises from short-term and
long-term borrowings. Borrowings issued at variable rates
expose the Group to cash flow interest-rate risk. In the past
years, the Group made use of the lower cost Hong Kong
dollar loan facilities to finance the Group’s Renminbi-
denominated commitments in Mainland China. Now, with
the upward adjustments of Hong Kong dollar interest rates,
the Group is evaluating the possibility of using derivative
instruments to hedge its cash flow and fair value interest
rate risk.

3.2 Fair value estimation

The nominal value less estimated credit adjustments of trade
receivables and payables are assumed to approximate their fair
values. The fair value of forward currency contracts is determined
using forward exchange rates at the balance sheet date.

Critical accounting estimates and assumptions

Estimates are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

29

3.

MBERREER (8)
3.1 HEERRAZE ()
@ IMNERR (8)

JeSh - BARBHREBIIERZFE
PIBIR S PR 2 SMEE $I 47 R R AR

BIEE -

b  EERER

EERBIFAEE TERER - 47
AQF@EEWW%WW$ AR E &
ZEEENASERENBEEMEA
AXEAEERR - TETAZS
—FRBERGERNEERITZH
TS - AEERTBBURRHIE S
BRE L EERREE -

© RBELE

AEERREBBERACRERER
%E Xﬁﬁﬂm@§§%ﬁ°

d  BHeREXAFENXRR

ARAKEYEERZFEEE &
AREZBARBLERERARET
SRR EER -

REE 7 M X R TSR R B
BEL - FREESAEERRRS
mﬂTﬂh°WﬂE¢r $§.ﬂ

EERENEBEFEREAZMNR
!WW%EAE%%% REANE
TLEEM AR ARBEENEERD
TELRMIARERSRRAFEAN
K e -

32 RFERFE

BHRENENER 2 OERE G EER
Bk DRREEQAFEEE - BHEEA
KWzATEREREEE2ZHEE TS S
KEHE -

EEEHRERBR

WEDHEET 2L YABELERREBRR
ERER BREBNBRATHAREHZAER
Hil

$§IW$XWﬁﬁ%&F“ EEZ L Al

SHEEFBRLEERCERERER - ARE

A%ﬁTﬂ%&ifZéFﬂ%ﬁ%ﬁ@%ﬁé
KﬂﬂZﬁé&F“hFTimu°



STARLITE HOLDINGS LIMITED * INTERIM REPORT 2005
EXRBERAT s —ERHEEHFHRERS

4.

Critical accounting estimates and assumptions (Cont’d)

(a)

Impairment of assets

The Group tests annually whether assets have suffered any
impairment. The recoverable amounts of cash-generating units
have been determined on the value-in-use calculations. These
calculations require use of estimate.

Write-downs of inventories to net realisable value

The Group writes down inventories to net realisable value based
on assessment of the reliability of inventories. Write-downs of
inventories are recorded where events or changes in circumstances
indicate that the balances may not be realised. The identification of
write-downs require the use of judgement and estimates. Where the
expectation is different from original estimate, such difference will
impact the carrying value of inventories and write-down of
inventories in the period in which such estimate has been changed.

Deferred taxation

Deferred tax assets relating to certain temporary differences and tax
losses are recognised as management considers it is probable that
future taxable profit will be available against which the temporary
differences or tax losses can be utilised. Where the expectation is
different from the original estimate, such differences will impact
the recognition of deferred taxation assets and taxation in the
periods in which such estimate is changed.

Employee benefits-share-based payments

The determination of the fair value of the share options granted
requires estimates in determining among others, the expected
volatility of the share price, the expected dividend yield, the risk-
free interest rate for the life of the option and the number of
options that are expected to become exercisable as stated in Note
22. Where the outcome of the number of options that are
exercisable is different, such difference will impact the income
statement in the subsequent remaining vested period of the relevant
share options.
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5.

Related party transactions

The Group is controlled by Best Grade Advisory Limited (“BGAL”) (a
company incorporated in British Virgin Islands), which owns 50.44% of
the Company’s shares. BGAL held 216,618,174 shares in the Company.
The entire issued share capital of BGAL is held by Masterline Industrial
Limited as trustee of The New Super Star Unit Trust. All except one units
in The New Super Star Unit Trust are beneficially owned by two
discretionary trusts, the discretionary beneficiaries of which include Mr.
Lam Kwong Yu, Ms. Yeung Chui and Mr. Lam Chuen Yik, Kenneth. HSBC
International Trustee Limited acted as trustee of the two discretionary
trusts.

(a) Details of significant transactions with related parties are :

XHEEROEET
— RRLEBRAF

Operating lease rentals charged by
— Megastar Enterprises Limited

Megastar Enterprises Limited is beneficially owned by Ms. Yeung
Chui, a director of the Company.

In the opinion of the directors of the Company, the above
transactions were carried out in the usual course of business and

on normal commercial terms.

(b)  Key management compensation

Basic salaries and allowance BARE© RoR
Contributions to pension scheme RS MR
Share-based payments PARR 0 A BT B
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EHEATZRS

A @B Best Grade Advisory Limited ([BGAL)
(RABHBREBTMAL) FES - ZRFTHEE
AR F50.44% 55  BGALIS B R R F216,618,174
BBz 17 - BGAL 2 2#E#TRAE The New
Super Star Unit Trust Z {555 A Masterline Industrial
Limited #5748 ° B —{E B 5} © The New Super Star
Unit Trust 2 BB EhMELBETERME
B MZErRERZIRaAREMENEE 15
BULLTRMEREE < HSBC International
Trustee Limited AW EZEEFFERNETA »

(@ HEBATETZEEXZHER:

Unaudited
REEX
Six months ended
30th September,
BEAA=+tHLAEA

2005 2004

S st —FEIME
HK$'000 HK$’000
TR FHR

29 22

HRCEERATMRANESHRL+E
W -

ARPEZERRLARHIHIE-—REBE
MR —REEGRFET -

b) TEBEBAEHSER

Unaudited
REEX
Six months ended
30th September,
BEAA=+tHLAEA

2005 2004
g3 -2 —TTMF
HK$’000 HK$'000
FTHER FAT
4,661 4,095

9% 68

299 -

5,056 4,163
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6.

Turnover and revenue

Turnover — Sales revenue

Other revenue
— Interest income from bank deposits

— Net gain on long-term investments

— Net gain on disposal of property,
plant and equipment

EEE —HEUA

HEip A

— RITERFBUA

— REREZNEFE

—HENE BELRREZ

Yo g5 % HE
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6.

EXBERBA

Unaudited

REER

Six months ended
30th September,
BEEZAA=+tHLAEA

2005 2004
—EEEF —TEmE
HK$’000 HK$'000
TER FET
509,362 500,624
201 71

— 33

281 26

482 130
509,844 500,754
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7. Segment information 7.

(a) Primary segment (a)

ARAN—REEZBRAT - EXENBRA
REERRREREMK  BRLAER
Mo URIRRER - BEBZOWMAT -

The Company is an investment holding company. Its subsidiaries
are principally engaged in the printing and manufacturing of
packaging materials, labels and paper products, and
environmentally friendly products. Analysis by business segment is

as follows:
Unaudited six months ended 30th September, 2005
ARERBE_ZSZAEAAZTHLEKRER
Packaging
materials, labels
and paper
products Environmentally
BEMH - friendly
BBR products Elimination Total
HEHAR BRER H 8 st
HK$’000 HK$'000 HK$'000 HK$’000
FTERT FTHERT FTHERT TR
Turnover EEH
— External customers —E=ZEEP 486,719 22,643 — 509,362
— Inter-segment — BEBHEZRS 491 13,336 (13,827) —
487,210 35,979 (13,827) 509,362
Operating results R
Segment results R ES 45,772 4,643 50,415
Unallocated expenses AAMEEMAZ (4,247)
Interest income F S WA 201
Interest expense MEXH (6,557)
Income tax expense FrigHF < (6,592)
Profit for the period, attributable BRI R #3578 A fE(h
to equity holders il 33,220
Capital expenditures BERAX 76,644 8,664 85,308
Depreciation and amortisation of 7 & + it [z +is
leasehold land and land use EREREAM
rights and other property, mE - BER
plant and equipment BB E R 21,735 1,684 23,419
Other information Hitp &
Segment assets DEEE 827,036 74,548 901,584
Unallocated assets ANPBREE 6,817
Total assets BEE 908,401
Segment liabilities DEEE 496,150 21,173 517,323
Unallocated liabilities AABREE 35,813
Total liabilities BEE 553,136
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7. Segment information (Cont'd) 7. SEER (8
(@) Primary segment (Cont'd) @ FESEE)

Unaudited six months ended 30th September, 2004
AEERBE_EENFNA=THILEAER

Packaging
materials, labels
and paper
products Environmentally
BEMH - friendly
BBR products Elimination Total
HEHAR BRER H 8 it
HK$’000 HK$’000 HK$’000 HK$’000
FTERT FTHET THERT FTERT
Turnover EEE
— External customers —B=FEP 465,529 35,095 — 500,624
— Inter-segment — EEBRIRS 2,919 9,327 (12,246) —
468,448 44,422 (12,246) 500,624
Operating results mEERF
Segment results DEEE 56,206 3,630 59,836
Unallocated expenses AOBEERX (4,078)
Interest income FEBA 71
Interest expense B (3,366)
Income tax expense FEHAX (10,378)
Profit for the period, attributable ~ HiI R #3585 A 1L
to equity holders i 42,085
Capital expenditures RN 57,737 1,107 58,844
Depreciation and amortisation of 7 & + it [z +ih
leasehold land and land use RAEREM
rights and other property, mE - BER
plant and equipment BB IE R 19,605 1,436 21,041
Other information Hitp &
As at 31st March, 2005 R-_ETHF
=RA=+—H
Segment assets DEEE 621,980 69,550 691,530
Unallocated assets KOBEE 5,597
Total assets BEE 697,127
Segment liabilities DEEE 318,762 19,305 338,067
Unallocated liabilities ANEEaE 32,229
Total liabilities BEE 370,296
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7. Segment information (Cont'd) 7. SEER (8
(b)  Secondary segment by  RESH

AEEZBRE D ZEEMT

An analysis of the Group’s results by geographical location is as

follows:
Unaudited
REER
Six months ended
30th September,
BEAA=+HLERMEAR
2005 2004
ZE2hHF —EZQNF
HK$’000 HK$’000
TET FET
Turnover* S
Hong Kong and Mainland China ERRHEAE 226,009 223,872
Singapore EimIlE’ A 55,449 47,787
United States of America EH 172,400 179,245
Others Hi 55,504 49,720
509,362 500,624
Profit for the period, attributable HARESEA
to equity holders FE 15 % R
Hong Kong and Mainland China NP LN 14,421 14,029
Singapore N 1,014 3,259
United States of America E35] 12,699 19,391
Others Hith 5,086 5,406
33,220 42,085

*

the destination of shipments of merchandise.

Turnover by geographical location is determined on the basis of

There are no material sales between the geographical segments.

No analysis of capital expenditure by geographical location is
presented as majority of the Group’s capital assets acquired during
the period are located in Hong Kong and Mainland China.

An analysis of the Group’s assets by geographical location is as

follows:

Hong Kong and Mainland China
Singapore

BEERPEAE
CIE:
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* LB E s EEE  DIREBGTEZ A

ARE °

BWBREDZEBRLBEERNHEE -

MRBANFEZEENBAOUREERFER

B Y ERERR IR RET

AEERWRANZEENT

IHH -

Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
—E2E2ARF —TTRF
AA=+A —B=+—H
HK$’000 HK$'000
TER FHET
832,937 623,783
75,464 73,344
908,401 697,127
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8. Expenses by nature 8. BUHEESZRAX
Expenses included in cost of sales, distribution and selling expenses and SPAHENA HEBRR-—ROTBERMME
general and administrative expenses are analysed as follows: AW

Unaudited
REEX
Six months ended
30th September,
BEZNA=+HLEAEA

2005 2004
—EERF —ETMEF
HK$’000 HK$'000
THET TR
Net exchange losses EXEBRFEE 1,096 311
Employment costs (including BEIRK(BEEEHS)
directors’ emoluments) 88,547 75,954
Depreciation and amortisation of HELHE L
leasehold land and land use rights EREREM
and other property, plant mE - HEX
and equipment R TEREE 23,419 21,041
9. Finance costs 9. &R A
Unaudited
RBER

Six months ended
30th September,
BEAA=TRALAEA

2005 2004
—gE5E% —TEmE
HK$000 HK$’000
THET TET

Interest on bank loans wholly ARDFABBEEZETAE
repayable within five years 6,190 2,896
Interest element of finance leases BI SR8 2 7R 367 470
6,557 3,366
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10.  Income tax expense 10.

Hong Kong profits tax has been provided at the rate of 17.5% (2004:
17.5%) on the estimated assessable profit for the period. Taxation on
overseas profits has been calculated on the estimated assessable profit for
the period at the rates of taxation prevailing in the countries in which the
Group operates.

Current taxation REAFLE
— Hong Kong profits tax — BENEHR
— Overseas taxation — BHNRIE
Deferred taxation EERIE
11.  Earnings per share 11.
Basic

Basic earnings per share is calculated by dividing the profit attributable to
equity holders of the Company by the weighted average number of
ordinary shares in issue during the period.

Profit attributable to equity ARRIESFHEA
holders of the Company (HK$'000) EiER (FET)

Weighted average number of BETEBRME
ordinary shares in issue (‘000) FHE(FR)

Basic earnings per share (HK cents) GREKRRBR (BL)
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FrBHiAx

EBFNBHERBPAZEAERFER « &
17.5% (2B Z00E : 17.5%) 2 HRIZREE - 8
ShVE Rz B AIRE R 2 (AT FE R R FIE A
EEEBHEER 2RI RS -

Unaudited
REEX
Six months ended
30th September,
BEZENA=+HLEAEA

2005 2004
S —FTmE
HK$'000 HK$’000
FHER FBE
1,619 8,713
2,638 1,303
4,257 10,016
2,335 362
6,592 10,378
SREF
E2:

EREXRBNEBARRDERTEAREEN
BREZFTEBRMETHHAE -

Unaudited
REEX
Six months ended
30th September,
BEAAZ+HLEXREAR

2005 2004
—ge5E% —FEME
33,220 42,085
427,382 425,175
7.77 9.90
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Earnings per share (Cont’d)
Diluted

Diluted earnings per share is calculated by adjusting the weighted average
number of ordinary shares outstanding to assume conversion of all dilutive
potential ordinary shares. The Company’s only category of dilutive
potential ordinary shares is share options. Calculation is done to
determine the number of shares that could have been acquired at fair
value (determined as the average daily market share price of the
Company’s shares) based on the monetary value of the subscription rights
attached to outstanding share options. The number of shares calculated as
above is compared with the number of shares that would have been issued
assuming the exercise of the share options.

ETERBERANMELZ
BAER A ARG R
(&)

Profit attributable to equity holders
of the Company used to determine
diluted earnings per share (HK$'000)

BEITEBRME TS
(T
Rz BE (TR

Weighted average number of
ordinary shares in issue (‘000)
Adjustments for share options (‘000)

FEEREERT
PR E BN AE F 1 B
(T80

Weighted average number of
ordinary shares for diluted earnings
per share (‘000)

FREFRA GBI

Diluted earnings per share (HK cents)

Dividends

Proposed interim dividends of Bk HR A
HK1.5 cents (2004: HK1.5 cents)

per share
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— HRAE IS (ZTTEF - 1.500)

BREAN (&)
&5

BREERTDEBRAEEEHSEN T BRE
BHERCBRTEBRNEFHEGE - AAFME
—REEENTRBRRBEE - BRERERT
ERREMMTRBE AEEER  TRATFEGR
ARERMDFHEAMERETE) WEZRMNEE - £
MAEZBNDBEGERRITEBREN RS HT
ZBMBRLR -

Unaudited
REEX
Six months ended
30th September,
BEAAZ+HLEXREAR

2005 2004
—22RF —EENMF
33,220 42,085
427,382 425,175
1,424 1,024
428,806 426,199
7.75 9.88
BE
Unaudited
REER

Six months ended
30th September,
BEAA=+tHLREA

2005 2004
—EERF —ZEEWF
HK$’000 HK$'000
FHBT FET
6,442 6,378
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13.  Capital expenditure 13. EEXHEX
Unaudited
REERZ
For the six months ended
30th September, 2005
BE-_2ZIFAA=1H
<A

Opening net book value as at
1st April, 2005,
as previously reported
Change in accounting policy

Opening net book value as at
1st April, 2005, as restated

Additions

Disposal

Depreciation/Amortisation

Translation adjustments

Closing net book value as at
30th September, 2005

Opening net book value as at
Tst April, 2004,
as previously reported
Change in accounting policy

Opening net book value as at
Tst April, 2004, as restated

Additions

Disposals

Depreciation/Amortisation

Translation adjustments

Closing net book value as at
30th September, 2004

Additions

Disposal

Depreciation/Amortisation

Translation adjustments

Closing net book value as at
31st March, 2005, as restated

R-ZZZRFMA-HZ
HREFEE -
REAMER

BT &R

R-ZZEZRFMA-HZ
HREFEE - EN

NE

H &

rE B

ERHE

R-ZZFZRAFAA=TAZ
BAREEFE

R-ZZFFWEMA-AZ
FUREFE -
REAE2R

BRT &R

R-TEMEMA—BZ
BNEEFE - B

AR

it

W&/ W

ERBE

RZBZEOEAA=TRAZ
HRREFE

NE

HE

e/

ER G E

RZZEZRE=A=+—HZ
HREmEZEE - E
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Property, plant

Leasehold land

and equipment and land use rights

¥ BE HEL R
k#E T fERE
HK$'000 HK$'000
FAET FHAT
362,352 —
(28,623) 28,623
333,729 28,623
85,308 —
(31) —
(23,142) (277)
2,794 423
398,658 28,769

Restated

75l

For the year ended
31st March, 2005
BE-ZZRF=A=t-H
EFEE

Property, plant

Leasehold land

and equipment and land use rights

NE - BE HELHR
k#&E T EAE
HK$'000 HK$'000
FAT FAT
305,782 —
(20,532) 20,532
285,250 20,532
58,844 —

(167) —
(20,772) (269)
(165) —
322,990 20,263
32,796 8,625
(1,272) —
(21,305) (265)
520 -
333,729 28,623
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14.  Available-for-sale investments 14. TAHEEZRE
Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
—22ARF —ZETRF
AA=+AH “A=+—H
HK$’000 HK$'000
TET FHET
Shares listed in Hong Kong, at cost BEELTRG  BERAE 736 736
Adjustment to quoted market value HRETSEE 302 232
Quoted market value of listed shares TR ONRETE 1,038 968
15.  Trade and bills receivables 15, BESEWERRRERE
The Group usually grants to its customers a credit term ranging from 30 NEBELTEZEEHRE —HKA0KEI120K T
days to 120 days. %
An aging analysis of trade and bills receivables as at 30th September, 2005 RIEERFNA=1THEZEFRWUETRZEE
is as follows: BT
Unaudited Audited
RBEXK BREZ
As at 30th As at 31st
September, 2005 March, 2005
g3 2 —EERF
AA=+H =A=+-H
HK$’000 HK$’000
FTET FAT
0 to 90 days 0E90K 242,167 130,348
91 to 180 days 91E 180K 19,228 14,484
181 to 365 days 181% 365K 802 5,020
Over 365 days HBiB365K 2,625 3,409
264,822 153,261
Less: Provision for bad and doubtful A BHCR RREIR R
debts (10,061) (11,597)
254,761 141,664
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16.

Short-term bank borrowings

Trust receipts bank loans
Bank overdrafts
Other short-term bank loans

Long-term bank loans, current
portion (see Note 18)

BEEUIRRITER

Hib 2 HRITE N

RERITER
ENERER 1D (RLFRE18)

Short-term bank borrowings bear interest at rates ranging from 3.2% to
8.75% per annum (31st March, 2005: 1.8% to 7.1% per annum)

Trade and bills payables

The aging analysis of trade and bills payables is as follows:

0 to 90 days

91 to 180 days
181 to 365 days
Over 365 days

0E 90K

91ZE 180K
1812 365K
HiB365K
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EHRTEN
Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
—22ARF —ZETRF
AA=+AH —B=+—H
HK$’000 HK$'000
TER FHET
9,780 6,109
1,160 —
55,448 46,843
51,300 38,935
117,688 91,887

BHRTERFLERI2%ES75% T F (ZFFH
E=ZA=+—R: FEEHB18%E71%TE)

BSRNERRRE

BEHRNEARZRREOTMT -

Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
ZEEEF —ZETRF
AA=+H =A=+—8
HK$’000 HK$'000
THER FAET
183,368 114,339
12,078 6,862

299 912

— 27

195,745 122,140
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18.

Long-term bank loans

Amounts repayable within
a period
— not exceeding one year
— more than one year but not
exceeding two years
— more than two years but not
exceeding five years

Less: Amounts repayable within
one year included under
current liabilities
(see Note 16)

—EERFPHRERE

Unaudited Audited

REEX BEZ

As at 30th As at 31st

September, 2005 March, 2005

—22ARF —ZETRF

AB=+A —B=+—H

HK$’000 HK$'000

TER FHET

18 2 5
— THBRTF 51,300 38,935
— BREFEATEBMEF
51,750 25,850
BBMEETBRRSF

87,401 34,660

190,451 99,445

B SIARBREZ
SENABERE (RN 16)

(51,300) (38,935)

139,151 60,510
REBROTETORERRMEENR  FEXR32%

Long-term bank loans are secured and bear interest at rates ranging from
3.2% to 8.75% per annum (31st March, 2005 — 1.8% to 7.1% per

annum).

Deferred taxation

Deferred taxation is calculated in full on temporary differences under the
liability method using a principal taxation rate of 17.5% (31st March,

2005: 17.5%).

The movement in the net deferred tax liabilities is as follows:

Beginning of the period/year
Deferred taxation charged to income
statement (see Note 10)
Exchange differences
arising on translation

End of the period/year

H/E4)

R ERNR 2 EERE
(RHEE10)

EHLER

8,/ K
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i875%7F¥(_77£¢ A=+—H:§8%X4A

1.8%E7.1% 1 %) »

19. EEBIE

BREBRARBAEEATHZERTIERE17.5%

(ZZEZRE=A=1+—8 1 17.5%) Fx & #&E
EERBEEFEZEZHNT -
Unaudited Audited
RBEXK BEZ
As at 30th As at 31st
September, 2005 March, 2005
—EZRF —TTRF
AA=+H =A=+-—H
HK$’000 HK$’000
FTET FAT
17,301 16,948
2,335 305
(88) 48
19,548 17,301
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19. Deferred taxation (Cont’d)

Deferred taxation represents the taxation effect of the following temporary

differences:

Accelerated taxation depreciation
General provision not currently
deductible for taxation purposes

20.  Share capital

Authorised —
ordinary shares of HK$0.1 each

Issued and fully paid —
ordinary shares of HK$0.1 each

Beginning of the period/year

Issue of shares upon exercise of
share options

End of the period/year

MAERBIHTE

19, EEBRE ()

BEERERATERZRELZIRBEZE

BB AR T ERR — REE

EEBRA (FREE
0.1/ T2 BB

BETRER (B

EEIE T L@

i)

RT3 17

Z B AR

/&R
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Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
—22ARF —ZETRF
AA=+AH —B=+—H
HK$’000 HK$'000
TER FHET
21,125 19,157
(1,577) (1,856)
19,548 17,301
20, B=A
Unaudited Audited
REER KRB

As at 30th September, 2005
—ERAIENA=TH

As at 31st March, 2005
—ETRF=A=+—H

Number Nominal Number Nominal
of shares value of shares value
RBEE H{E 1 & B H{E

000 HK$’000 000 HK$'000
TR THER TR FAT
1,000,000 100,000 1,000,000 100,000
Unaudited Audited
REER BEZ
As at 30th September, 2005 As at 31st March, 2005

b R I —ZTRFE=ZA=+—H

Number Nominal Number Nominal
of shares value of shares value
RBEE HE ik 4= H{E
000 HK$’000 000 HK$'000
TR TER Tk FHET
425,175 42,517 425,175 42,517
4,301 430 — —

429,476 42,947 425,175 42,517
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21.  Reserves 21,  f#fE
Movements were: BEEH2HBOT -
Unaudited
REER

For the six months ended 30th September, 2005
BE-ZERIFAA=THLEAREA

Cumulative
Share Capital  translation Investment  Retained
premium reserve adjustments reserve profits Total
E3

ReVEE BAREE ERAR RERE REEN mE
HK$'000 ~ HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
TETL  TERL TET  TEx  TER  TER

Balance as at 1st April 2005, RZZEZRFNA—H
as previously reported RS EERIZ2 100,968 1,169 (3,511) — 185,688 284,314
Prior period adjustments arising from RF Rl
change in accounting policies: VAR 2 3 B
value of employee services from EEBBREELZ
employee share option scheme EERBEE — 631 — — (631) —
Balance as at 1st April 2005, R-ZZETHFWA—H
as restated ZiER - BT 100,968 1,800 (3,511) — 185,057 284,314
Opening adjustments for the adoption & & € 51 % A
of HKAS 39 E395 2 AR — — — 232 (1,416)  (1,184)
Balance as at 1st April 2005 RZZETRFNA—H
after opening adjustments, as restated EEL AR
g &7 100,968 1,800 (3,511) 232 183,641 283,130
Fair value gains — NFEERR —
available-for-sales financial assets AHEEMBEE — — — 70 — 70
Currency translation differences EH B — — 3,144 — — 3,144
Net income recognised HERERZTERN
directly in equity oS — — 3,144 70 — 3,214
Profit for the period, attributable to HAKEREFA
equity holders J& 1t )5 7 — — — — 33,220 33,220
Total recognised income for the period #2778 B M A — — 3,144 70 33,220 36,434
2004/05 final dividends paid BEff=2Em/
THEERPEE — — — — (10,701)  (10,701)
Employee share option scheme: B B RiE RT3
value of employee services EERBEE — 615 — — — 615
issuance of shares upon exercise of e iE B R
employee share options i % 17 89 B 3,189 (349) — — — 2,840
Balance as at 30th September, 2005 R-ZZEZTHF
NA=THZ&#% 104,157 2,066 (367) 302 206,160 312,318
Representing: K& -
Proposed 2005/06 interim dividend BRE-ZTH/
TREETHRE 6,442
Others Hfty 199,718
206,160
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21.  Reserves (Cont'd) 21, f&fE (&)
Restated
Rl
For the year ended 31st March, 2005
BE-SEAFZAZ+-HLEE

Balance as at Tst April 2004

Currency translation differences

Profit for the period, attributable to
equity holders

Payment of 2003/04 final dividends

Balance as at 30th September, 2004

Currency translation differences

Profit for the period, attributable to
equity holders

Payment of 2004/05 interim
dividends

Value of employee services

Balance as at 31st March, 2005,
as restated

Representing:
Proposed 2004/05 final dividend

Others

R_EEMENA—R

Z R
JE 5 A
HABRER A A
154 7
ENZ2T=

THOFERERARE

R-ZZTTWMF
NAZ+BZ&H
ERER
HAKREEAEA

JE {5 3% FI
SR
THEEFHEE
EERKERE

RZZTERF
“A=+—-H8z
e 87

% :
RE-FTM/

ZhEEREER

Htty
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Cumulative

Share Capital  translation Investment  Retained

premium reserve adjustments Reserve profits Total
2%

ROEE BAfE EXNER RERE RBER nE
HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000
TAT TR TR TR TAT TR
100,968 1,169 (2,609) — 137,134 236,662
— 98 — — 98
— — — — 42,085 42,085
— — - — (8,503) (8,503)
100,968 1,169 (2,511) — 170,716 270,342
— — (1,000) — — (1,000)
— — — 20,719 20,719
— — — —  (6378)  (6,378)
631 — — — 631
100,968 1,800 (3,511) — 185,057 284,314

10,701

174,356

185,057
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22,

Employee share options

The Company has an employee share option scheme, under which it may
grant options to employees of the Group (including executive directors of
the Company) to subscribe for shares in the Company.

Movements of employee share options during the six months ended 30th
September, 2005 are as follows:

Date of grant
R RS

Old Share Option Scheme
EmRAEE

10th September, 1997
—AAEFEARTH
New Share Option Scheme
MBRETS

10th January, 2003
—ZZ=f-f+H
17th January, 2003
ZEZ=F-A++H
6th February, 2004
—ZTTME-ARA
19th February, 2004
ZTEMF-_A+ANH
29th December, 2004

ZETME+Z A=+ NH

Exercise
price
Exercise period per share
TR ERABE
11th March, 1998 to HK$0.69
9th September, 2007
- AANFE=ZA+—HE 0.697% 7T
“EZLFNANA
10th July, 2003 to HK$0.53
9th January, 2006
“RZ=FtAtHE 0.53E7T
“TTRF-ANA
17th July, 2003 to HK$0.57
16th January, 2006
“RE=ELA+LRAE 0.578 7T
“EERF-ATRA
6th August, 2004 to HK$0.93
5th February, 2007
“REMENAREE 0.93E 7T
“FTLF-AAA
19th August, 2004 to HK$1.07
18th February, 2007
“EERENATARE 1.078 7T
“EZLF-RATNR
29th June, 2005 to HK$0.77
28th December, 2007
“EERFRAAZTARE 0.77% T

—EE+E+-F-+)\H
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2. EEBRE
AREHREREREBRIEE - BUt > TRAATRA
SEZES (BEMTESR) REBRE  URBAX
NAIREG ©
BE_TTRFNA=THLERBARZEERER
REHHWMT

Number of shares
REBHE
Granted  Exercised Lapsed
Beginning during during during End of
of period the period the period the period period

LiE)] BMARH AR BAXR LIRS

‘000 ‘000 ‘000 ‘000 ‘000

Tk TR TH TH TH

4,214 — (700) — 3,514

200 — (80) — 120

500 — (500) — —

4,200 — (837) — 3,363

6,900 — — — 6,900

7,800 — (2,184) — 5,616

23,814 - (4,301) — 19,513
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22,

23.

Employee share options (Cont’d)

The weighted average fair value of options granted on 29th December,
2004 and not yet vested on 1st January, 2005 determined using the
Binomial Option Pricing Model was HK$0.16 per share option, totalling
approximately HK$1,246,000, of which approximately HK$631,000 and
HK$615,000 were charged to the income statement for the year ended
31st March, 2005 and for the six months ended 30th September, 2005
respectively as staff costs. The significant inputs into the model include the
following data and assumptions:

HK$0.77
HK$0.77
40% per annum

Share price at the grant date

Exercise price

Expected volatility of the
Company'’s share

Average option life

Expected dividend yield

Average risk-free interest rate

Early exercise assumption

2.6 years

5.5% per annum

1.37% per annum

Option holders will exercise their
options when the share price is at
least 190% of the exercise price.

The volatility rate of the share price of the Company was determined
based on the movement of the share prices during the period from
October 1995 to October 2005 and the volatility rates of selected
comparators.

The Company considers that certain subjectivity and uncertainty might
exist in the above value of options to the effect that such values are
subject to a number of assumptions and given the limitation of the
Binomial Model.

Commitments

(a) Capital commitments

Capital commitments, which were authorised and contracted for,
are analysed as follows:

Land and buildings THRETF
Machinery 125
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22,

23.

EERBRE (8

RZEENFT A TABAREMABR=ZZZ
AF—A—BRAGBZBERENS  EATER
“HEANETERLGEEAGR0I6ET A5
5 #91,246,0007% 7T+ H # £ 631,000/ 7T K& &
615,000 TERNEBE-_SEAF=-A=+—AILF
ERBE_ZZAFNAZFTHILEANEAZKER
Rt ABIRALE - BEZEN T ZHERRB
FEE

BEEEAZRHER 07781

REE 0.77%8 7T

FEER MK R F RA40%

FIEREF A 2.64F

TE B AR 2R B XK FE55%

ERRF R FEI1.37%

RERBEMBER EREEERE
ARIEE 2 190%F
SRETEERE

LREHREZREIRE-ANEETARESE
ZHFTRAHRRAZENEREARSAFTRETH
LB R A2 M R AR -

ARN LA EEETRER BT EER
BHE-ERH AARARALEEREZATER
E—EEXBEMERTHEBME -

B

(@ EAAEE

EHAERBAINBERALE  EOMT

Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
ZEERF —ZETRF
AA=+H =A=+-—H
HK$’000 HK$'000
TER FAT
4,098 7,633
2,047 55,835
6,145 63,468
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24,

25.

Commitments (Cont’d)

(b) Operating lease commitments
The Group had lease commitments in respect of rented premises
under various non-cancellable operating lease agreements

extending to October 2013. The total commitments payable are
analysed as follows:

=

TE
il
pu=s)

Amounts payable

— within one year — SFNUR
— within two years — WMEERREFEN
and five years
— over five years — AFENE
(c) Other commitments

The Group had pre-determined fee payable to the joint venture
partner of Guangzhou Starlite Environmental Friendly Center,
Limited for 50 years up to 2044 amounted to approximately
HK$18,437,000 (31st March, 2005: HK$18,505,000).

Contingent liabilities

As at 30th September, 2005, the Company provided guarantees in respect
of banking facilities of its subsidiaries amounted to approximately
HK$654,332,000 (As at 31st March, 2005: HK$621,748,000). The amount
of facilities utilised by the subsidiaries as at 30th September, 2005
amounted to approximately HK$315,638,000 (As at 31st March, 2005:
HK$205,400,000).

Approval of interim financial statements

These interim financial statements were approved by the board of directors
on 2nd December, 2005.
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23.

24,

25.

RiE ()
b)  HERYEE

AERERBEZOHIHEZERANEEER
KinE (BRE-T-=F17) fiAELR

EHHMWT
Unaudited Audited
REEX BEZ
As at 30th As at 31st
September, 2005 March, 2005
—EERF —ZEERF
AA=+A —A=+—AH
HK$’000 HK$'000
TER FAT
4,833 4,147
13,830 9,266
6,901 8,066
25,564 21,479

()  HM#AE

FEBFHEMEARRPLOARRABZA
BRI BED£18,437,0008 T (ZF
TZHE=ZRA=+—H : 18,505,000/ T) °
HE-_TWNF AR TE-

HREE

R-ZBERAFAA=+H  AREARETHELF
FrEEsR1T R E M IR A B &R 49654,332,000% 7T
(R=ZZFZERFE=A=1+—08 621,748,000/ T) °
R-ZEZRAFNAZTARWEBRARIEHA ZRIT
EEEHA3156380008 L (ZETRF=/=1
—H : 205,400,000/ 7C) °

TR R R E

AP BREN_ZERFT _A_HEEES
o o



