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CHAIRMAN'’S STATEMENT

RESULTS

The Group recorded a turnover of approximately HK$1,171 million
for the year ended 31st March, 2008, which represented a growth of
4% over last year. Net profit for the year was approximately HK$44

million, representing an increase of 36% over last year.

The satisfactory results reflected the Group’s success in safeguarding
its sales and profit against challenges brought by the subprime
mortgage crisis in the United States and the safety issue concerning
made-in-China consumer products. Moreover, the results also
reflected the Group’s further improvement in cost efficiency, which

mitigated the impact of higher operating costs in China.

In terms of geographic operation, south China remained the largest
contributor to the Group’s turnover as well as the Group’s primary
production base, providing financial and sales support to the Suzhou
subsidiary which recorded its second year of profit. The Singapore

subsidiary secured a higher turnover and reported a profit for the year.

With rising inflation and further economic slowdown on the horizon,
the Group is facing new challenges to its development. Nonetheless,
new opportunities are also expected to emerge. By capitalizing on
its strength as a high quality and reliable manufacturer, the Group is

prepared to meet the challenges and seize the opportunities.

DIVIDENDS

The Directors recommend a final dividend of HK1.5 cents (2007:
HK1.5 cents) per share for the year ended 31st March, 2008 payable
on Friday, 12th September, 2008 to shareholders whose names appear
on the Register of Members on Thursday, 28th August, 2008. Together
with the interim dividend of HK1.5 cents (2007: HK1.5 cents) paid,
full year dividends for the financial year would be HK3 cents per
share (2007: HK3 cents).

BUSINESS REVIEW AND PROSPECTS

The most significant economic event that took place during the
year under review was the subprime mortgage crisis in the United
States, which adversely affected the financial markets worldwide and
threatened the global economy. For the Hong Kong/China printing
and packaging sector, the crisis created great uncertainty among
customers and consumers; the former became more cautious in

placing orders and the latter became more reluctant to spend.
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CHAIRMAN'’S STATEMENT

With regard to orders, a more direct impact was brought by the safety
issue concerning made-in-China consumer products following large-
scale recalls in the United States. It affected the Group’s sales in the
first half of the financial year, and is expected to remain a potential

issue in the coming year.

The third challenge confronting the Group during the year was
the higher operating costs in China. These included higher wages,
the higher costs brought by the implementation of the new Labour
Contract Law, rising prices of raw materials, and soaring costs of
electricity. While the phenomenon could be attributed partly to
the rise in oil and other commodity prices, it was also driven by
the Chinese government policies to maintain social stability and
encourage inland development. Such phenomenon took place amidst
the further appreciation of the Renminbi, which resulted in a general

increase in costs.

Facing these challenges, the Group adopted a three-pronged strategy.
First, in order to address customers’ concern about product quality,
the Group adopted more stringent quality assurances and product
certifications. This, coupled with other sales and marketing initiatives,
have enabled the Group to further expand its product range and
customer base. Second, the Group further utilized the competitive
advantages of its manufacturing plants in southern and eastern China,
and in Singapore. By capitalizing on the strength of each subsidiary,
the Group was able to increase its overall sales while containing
costs. Third, as price climbs became more recognized, customers and
consumers became more receptive to price adjustments. Hence, the

Group was able to negotiate better prices for some of the orders.

Hong Kong/Mainland China Operations

Given their relatively larger size in the Group’s operations, the
Group’s printing and packaging divisions in southern China are more
susceptible to the adverse effect of higher operating costs (particularly
labour costs) in China. For the same reason, they were more affected
by the safety issue concerning made-in-China consumer products
sold in the United States, and such impact was more severe in the first
half of the financial year. By capitalizing on the Group’s strength as a
high quality and reliable manufacturer, the southern China divisions
recorded only a marginal drop in sales on a full year basis. However,
given the situation as explained above, the profitability of the divisions

was affected.

In terms of product range, paper products reversed its decline in
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the first half and recorded a marginal growth in turnover for the
year. The environmentally friendly products division continued with

the production of interior packaging products and “Greenworks”
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CHAIRMAN'’S STATEMENT

products and further diversified to other paper products. In terms of
market, while the United States remained the Group’s largest export

destination, the Group has increased its sales to the European market.

The Group will continue to capitalize on the safety issue to increase
its market share. Moreover, in view of the rising operating costs in
China, the Group is exploring the possibility of further realigning
its China operations and replacing some of the labour intensive

production work with automation.

Suzhou Operation

As a beneficiary of the Group’s sales and financial support, the
Suzhou subsidiary was able to record its second year of profit by
undertaking orders transferred by the southern China subsidiaries and

by securing orders on its own from the vicinity of Jiangsu province.

Equipped with advanced machinery and sophisticated technology,
the Suzhou subsidiary has gained greater benefits from its enlarged
economies of scale, and was able to gain further penetration in the
Yangtze River delta. Moving forward, it will strive to further increase
its efficiency and strengthen its sales and marketing in order to exploit

the huge and booming domestic market in eastern China.

Shaoguan Operation

The Shaoguan plant played an essential role in the Group’s operations
during the year as the Group further increased its subcontracting
works to the Shaoguan plant which helped mitigate the impact
brought by the higher labour costs in Shenzhen and Guangzhou

where the Group’s southern China operations are headquartered.

Providing support to the Group’s environmentally friendly products
division and paper products division, the Shaoguan plant remains a
favourable choice of the Group to integrate the two divisions under a
single roof in Shaoguan. It is also a sensible option that the Group can
expand the Shaoguan operation and centralize its labour-intensive
products in Shaoguan, which may form part of the Group’s overall
plan to realign its production facilities in southern China. However,
such plan involves the consideration of how to utilize the Group’s
assets in a more efficient manner and the management is prudently

exploring the options.

Singapore Operation
The Singapore subsidiary recorded a growth in sales as it benefited

from an increase in regional trade and a mild growth of the world
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economy. However, due to strong price competition from other Asian-
based companies, the Singapore subsidiary experienced a contraction

in profit margin.
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CHAIRMAN'’S STATEMENT

In spite of its decision to abort the acquisition of a Malaysian printing
company last year, the Singapore subsidiary is still looking for similar
opportunities to increase its capacity and to expand its business in the

Asian and Oceania regions.

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 31st March,
2008, the Group’s cash and bank balances and short-term bank

deposits amounted to approximately HK$126 million.

During the year under review, the interest expense of the
Group amounted to approximately HK$17 million compared to
approximately HK$18 million recorded last year. Currently, the
Group has Renminbi-denominated loan facilities amounting to
approximately RMB83 million that are available for the Group’s
Shenzhen, Guangzhou, Shaoguan and Suzhou plants for working

capital purposes.

As at 31st March, 2008, the Group had a working capital surplus of
approximately HK$38 million compared to a working capital surplus
of approximately HK$20 million as at 31st March, 2007. The Group's
net gearing ratio as at 31st March, 2008 was approximately 44%
(31st March, 2007: 52%), based on short-term and long-term bank
borrowings, bill payables and finance lease obligations, net of cash
and cash equivalents of approximately HK$192 million (31st March,
2007: HK$195 million) and shareholders’ funds of approximately
HK$433 million (31st March, 2007: HK$375 million). The Group will
continue to adopt prudent policies to maintain a healthy financial

position.

CHARGE ON ASSETS

As at 31Tst March, 2008, certain assets of the Group with an aggregate
book carrying value of approximately HK$74 million (31st March,
2007: HK$71 million) were pledged to secure the bank borrowings

and finance lease obligations of the Group.

EXCHANGE RATE EXPOSURE

All the Group’s assets, liabilities and transactions are denominated
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.
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On the other hand, the existing Renminbi-denominated sales revenue
helps to reduce the Group’s commitments of Renminbi-denominated

operating expenses in Mainland China. Transaction values involving
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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 8,000 employees. The Group

maintains good relations with its employees, providing them
competitive packages and incentive schemes as well as various
training programmes. The Group has maintained a Share Option
Scheme under which share options can 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 Mainland China and

education institutions abroad to further enhance its staff quality.

SOCIAL RESPONSIBILITY

As a responsible corporation, the Group is committed to promoting
social enhancement whilst developing its businesses, through active
participation in social welfare and environmental protection activities
to realize its mission. Regardless of where the Group operates, the
Group treats the local communities as family members and strives to

contribute to the communities.

In the past years, the Group has allocated significant resources to
energy conservation and environmental protection, provided venues
and platforms of training and job opportunities for young people, and
actively supported help-poor and schooling campaigns as well as
disaster relief efforts in China. Apart from providing financial support,
the Group also contributes people and time to various charity drives.
In many circumstances, the Group’s Chairman makes initiative
to organize joint efforts with other enterprises and friends to pool

resources together for the maximum benefits of those in need.

During the year under review, the Group made financial and other

support to the following organizations:

. The Liaison Office of the Central People’s Government in the
Hong Kong S.A.R., with donation made to the Special Account
For Flood Relief In China

Organizations Charitable Foundation Ltd., with donation made

to snowstorm relief in China
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CHAIRMAN'’S STATEMENT

. Guangdong Wuhua Chinese Medicine Hospital, for the

improvement of the hospital’s medical equipment

. Hong Kong Heyuan Residents in Hong Kong Association, for

financial support to the Heyuan Hospital

. Meizho Nankou Central Hospital, for the improvement of the

hospital’s medical equipment

. Support Scheme to Students in Inner Mongolia University and

Jiaying University

. China Star Light Charity Fund Association

LOOKING AHEAD

The global economy is facing major challenges as a result of
the subprime mortgage crisis and higher prices of oil and other
commodities. These circumstances present new uncertainties to the
Hong Kong/China printing and packaging industry. First, there has
been growing evidence of a lack of liquidity in the financial system,
which is gradually being felt by end borrowers as banks have started
to increase interest rates on existing rate-adjustable loans and new
loans. Secondly, inflation may become a long-term issue. This is due
to several reasons, including the strong demand for goods and raw
materials from emerging economies like India and China. While
the Chinese government is making efforts to stem inflation, it is
also allowing an increase in wages to prevent social unrest. As an
example, the minimum wage of workers in Shenzhen was increased
again in July this year, from RMB750 to RMB900. Other operating
costs and prices of raw materials, such as paper, also show signs of

further escalation in China.

On the other hand, there is psychological preparation for higher
prices among customers and consumers. This recognition comes at
a time when two major happenings are taking place in the printing
and packaging industry. First, with the stringent demand from
customers for quality assurances and certifications, smaller printing
and packaging companies find it increasingly difficult to oblige
while larger and reputable operators such as the Group are favoured.
Second, there are changes taking place in the shareholder profile and
organization structure of some major printing houses, which are also
reshaping the landscape of competition. One of the consequences is

that customers become more inclined to place orders with companies
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In view of these new challenges and opportunities, the Group has
taken new initiatives to reinforce its strength as a high quality and
reliable manufacturer with solid financial resources. To that end, the
Company announced in May 2008 an open offer of new shares to
strengthen the financial position of the Group and expand the capital
base of the Company. The open offer was successfully completed in

June 2008 raising a net amount of approximately HK$29 million.

Moreover, in order to build up new edges to differentiate itself from
its competitors, the Group has adopted “Innovation and Change” as
its new development direction for 2008. “Innovation” stresses new
thinking, new concepts and new method to ensure a responsive,
controllable and high quality production system, while “Change”
stresses the seeking of breakthrough from traditional operating
models. By applying these two concepts throughout its workflow, the
Group is now building a new platform for its future development,
and the management believes such platform will enable the Group to

meet the new challenges and seize new opportunities.

On behalf of the Board
Lam Kwong Yu

Chairman

Hong Kong, 18th July, 2008
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CHAIRMAN'’S LETTER

Building on the growth momentum of the financial year 2006/2007,
the Group continued with steady progress in its sales drive in
2007/2008. As a result, the Group managed to record a slight increase
in turnover and a satisfactory growth in net profit. The favourable
results were achieved in the face of the higher prices of raw
materials, the appreciation of Renminbi, the implementation of the
new Labour Contract Law, and the further increase in the minimum
wage of workers in China. Against these daunting challenges, the
Group charted its course and overcame the difficulties. It would not
have been possible without the creative and dynamic efforts of our
professional working teams, who closed their ranks and utilized the
best management means to rein in the costs, to carve our market
niche, and to fine-tune a win-win strategy that gives preference to

customers who lead the pack in our appraisal system.

With a history of 38 years, the Group has acquired a high standing by
adhering to our principles. We know it is a long and arduous process
for a printing business to develop from a traditional manufacturer
into a modern high-tech enterprise. Hence we keep steadfast to a
humble, diligent and responsive approach. We take seriously our
social responsibility as a corporate citizen, insisting on being honest
and reliable in our business practices. We uphold our moral standards
of “Not Undertaking Eight Kinds of Printing Orders” and maintaining
a high degree of transparency. We are committed to environmental
protection, and have fully implemented the 1ISO14001 environmental
management system. All in all, we are an enterprise of unflagging

conscience, which governs all our operations.

As regards to quality and production technology, we have been paying
heed to the government policy stated in the 11th Five-Year Plan to
“procure the active development of a modern printing industry”. By
adopting “Innovation and Change” as our guidelines, we strive to
implement standardized management and stringent quality assurance.
Through “Starlite Institute of Management”, we regularly hold forums
on the standardization of technology in the printing industry, sharing
experience and exploring new ideas with management experts and
print media specialists. Moreover, we have entered into a cooperation
agreement with the Standardization Administration of China, pursuant
to which the first “China Printing Standardization Technology
Development Base for Packaging and Printing” was set up in the
Group'’s premises, with the Group being appointed to spearhead
the standardization process. Furthermore, we have obtained the G7
GRACol international printing standard certification — the first among

all printing and packaging enterprises in Asia. In order to promote
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printing standardization in a more proactive and effective manner, the
Group in late 2007 entered into an agreement with Bobst Group, SA,
the world’s leading supplier of printing and packaging equipment, to
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jointly develop a set of standard procedures for post-packaging and
printing operations, which include die-cutting, bronzing/convexing,
and box pasting. The project has been successfully registered with the
Press and Publication Administration. In view of the lack of standard
procedures in these three areas in China and abroad, such standards
when developed will be greatly essential to the standardization
of China’s printing work and will enhance the industry’s future

development.

In order to provide reliable and quality services for our customers, the
Group is required to make substantial investment. However, as costs
saving and resources optimization are also our objectives, we need
to focus our attention on identifying customers with true potential. As
such, the Group has launched a customer appraisal scheme in recent
years, which involves the regular review of customers in different
sectors and to identify those major and potential ones. The findings
are used to design flexible, tailor-made services to customers and to

optimize our utilization of resources and cost-control measures.

Looking ahead, the Group will continue to adopt “Innovation and
Change” as the two major directions for its development. Capitalizing
on the Beijing Olympic Games this year, the Group is equipping
itself with advanced digital printing machinery and adopting new
business models to open the new era of digital printing for Starlite.
We believe that the Olympic spirit presents an analogy to a business
operation: only by adopting constant innovation and timely changes,
and keeping abreast with customers’ growth, can a business achieve
sustainable growth. Being a high-end service provider, the Group
is pioneering the exploration of new frontiers, making innovative
changes on a flexible and timely basis, and using high and new
technology to maintain high quality standards, which are the key to
success in this new space. Hence, the Group apart from continually
investing in the latest equipment and technology, is also putting
significant resources on the enhancement of staff training, the
reinforcement of its creativity-oriented corporate culture, the emphasis
on research, science and technology, and the improvement of work
flow, so as to generate further growth for its operations, employees,
and customers. At the same time, the Group will continue to enhance
its customer mix and identify new customers with good potential,
while optimizing its allocation of resources. We will also work
with customers to increase our competitiveness in the international
marketplace, and to become a world-class enterprise that provides
win-win solutions for customers and the Group, as well as reasonable

returns for our shareholders. The management believes that the Group
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will emerge stronger from any tough encounters and secure greater

success!
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On behalf of the Board, | would like to thank our shareholders,
customers, bankers, suppliers and friends in the community for their

continued support and all our staff for their loyalty and dedication.

LAM KWONG YU

Chairman

Hong Kong, 18th July, 2008
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FINANCIAL SUMMARY ERE

CONSOLIDATED INCOME STATEMENTS mealEx

Year ended 31st March,
BE=HA=+—-HLHFE

2008 2007 2006 2005 2004

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

TERT FET FET FETT TET

Revenue A 1,170,617 1,128,021 907,054 850,787 693,348

Operating profit 48 4 53 R 72,417 58,929 67,001 86,934 75,362

Profit for the year, FRKRR A

attributable to the equity 258 HE A

holders of the Company & & 3% 7 44,114 32,541 31,128 62,804 57,517

Dividends g} 14,187 12,884 12,884 17,079 14,813

Basic earnings per share & F A A A HE &%
for profit attributable to A AEMS R
the equity holders of the  F & 2 &R E K
Company (HK cents) B F (&) 10.27 7.58 7.27 14.77 13.70




FINANCIAL SUMMARY ERE

CONSOLIDATED BALANCE SHEETS mEEEREBX
As at 31st March,
R=ZBA=+—H
2008 2007 2006 2005 2004
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
TER FAT FAT FH&T FAT
Non-current assets EREEE 515,930 477,904 446,497 363,320 306,687
Current assets B E 488,061 420,909 376,765 333,807 284,260
Current liabilities mEHAaE (449,960) (400,600) (321,820) (286,105) (236,653)
Net current assets REBEEFER 38,101 20,309 54,945 47,702 47,607
Total assets less current BEERTE
liabilities aE 554,031 498,213 501,442 411,022 354,294
Non-current liabilities ERBAE (120,872) (123,135) (156,021) (84,191) (75,115)
Net assets BEFE 433,159 375,078 345,421 326,831 279,179

Shareholders” equity AR A = 433,159 375,078 345,421 326,831 279,179
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The Directors have the pleasure of presenting their annual report
together with the audited financial statements of Starlite Holdings
Limited (“the Company”) and its subsidiaries (“the Group”) for the
year ended 31st March, 2008.

Principal activities

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

products.

Details of the Group’s revenue and segment result by business
segment and geographical segments are set out in Note 5 to the

accompanying financial statements.

Major customers and suppliers

For the year ended 31st March, 2008, the five largest customers
accounted for approximately 28% of the Group’s total revenue and
the five largest suppliers accounted for approximately 25% of the
Group’s total purchases. In addition, the largest customer accounted
for approximately 8% of the Group’s revenue while the largest
supplier accounted for approximately 12% of the Group’s total

purchases.

None of the directors, their associates, or any shareholder (which, to
the knowledge of the Company’s Directors, owned more than 5% of
the Company’s share capital) had a beneficial interest in the Group’s

five largest customers or suppliers.

Results and appropriations
Details of the Group’s results for the year ended 31st March, 2008
are set out in the consolidated income statement on page 47 of this

annual report.

The Directors have declared an interim dividend of HK$0.015 per
ordinary share, totalling approximately HK$6,442,000, which was
paid on 18th January, 2008.

The Directors recommend the payment of a final dividend of
HK$0.015 per ordinary share, totalling approximately HK$7,745,000,
and recommend that the Group’s retained profits of approximately
HK$240,770,000 be carried forward.
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Share capital and employee share options
Details of movements in share capital and the employee share options
scheme of the Company are set out in Notes 25 and 26, respectively,

to the accompanying financial statements.

Reserves

Movements in reserves of the Group and the Company during the

year are set out in Note 27 to the accompanying financial statements.

As at 31st March, 2008, the Company’s retained profit of
approximately HK$33,473,000 was available for distribution to the
Company’s shareholders, of which approximately HK$7,745,000 has

been proposed as the final dividend for the year.

Purchase, sale or redemption of shares

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed shares during the year ended
31st March, 2008.

Pre-emptive rights
There is no provision for pre-emptive rights under the Company’s Bye-

laws and the laws in Bermuda.

Subsidiaries

Particulars of the subsidiaries are set out in Note 17 to the

accompanying financial statements.

Property, plant and equipment
Details of movements in property, plant and equipment during the

year are set out in Note 16 to the accompanying financial statements.

Bank loans
Particulars of bank loans as at 31st March, 2008 are set out in Notes

21 and 31 to the accompanying financial statements.
Pension schemes
Details of the pension schemes are set out in Note 9 to the

accompanying financial statements.

Charitable contributions

During the year, the Group made charitable contributions of
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Directors and directors’ service contracts

The directors who held office during the year and up to the date of

this report are:

Executive directors

Mr. Lam Kwong Yu, Chairman

Ms. Yeung Chui, Vice Chairman

Mr. Tai Tzu Shi, Angus, Senior Vice President

Mr. Cheung Chi Shing, Charles, Senior Vice President

Mr. Lim Pheck Wan, Richard, Senior Vice President
(appointed on 28th September, 2007)

Non-executive director
Mr. Christopher James Williams
(retired on 28th August, 2007)

Independent non-executive directors
Mr. Chan Yue Kwong, Michael
Mr Kwok Lam-Kwong, Larry, 88s, jp

Mr. Tam King Ching, Kenny

In accordance with the Bye-laws of the Company, all of the directors
will retire at the forthcoming annual general meeting and, being

eligible, offer themselves for re-election.

None of the directors has an unexpired contract with the Group which
is not terminable by the Group within one year without payment of

compensation (other than statutory compensation).

Independent non-executive directors’ confirmation of
independence

The Company has received independence confirmation from each
of the independent non-executive directors, namely Mr. Chan Yue
Kwong, Michael, Mr. Kwok Lam-Kwong, Larry, 88s, jp and Mr. Tam

King Ching, Kenny, and considers them to be independent.
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Directors’ interests in shares and share options

As at 31st March, 2008, 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:
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Long positions in Shares RBRGBZ2HRE
Personal Family Corporate Other Approximate %  'Outstanding
Name of Director Capacity interests interests interests interests Total  of Shareholding  share options
HREZHL WRITRE
EEpR g4 BAES 33§ L $- Hit s By BAl 2R
Mr. Lam Kwong Yu Beneficial owner, interest 2,150,000 1,100,000 844,000 224,022,174 228,116,174 53.01% 1,500,000
rEE of spouse & controlled (Note 1) (Note 2)
corporation, beneficiary (Fi7ET) (Fi3%2)
and founder of trusts RAIHA
Ms. Yeung Chui Beneficial owner, interest BEXER RBEEXR. 1,100,000 2,150,000 844,000 224,022,174 228,116,174 53.01% 1,200,000
BRI of spouse & controlled Rt NG o (Note 1) (Note 2)
corporation, beneficiary ERAZHA (Fit5En) (F3E2)
and founder of trusts RAIHEA
Mr. Tai Tzu Shi, Angus Beneficial owner & BXHER — 18,000 — — 18,000 0.004% 500,000
HHEELE interest of spouse REES
Mr. Cheung Chi Shing, Charles Beneficial owner EXER 750,000 — — — 750,000 0.17% 500,000
REMEE
Mr. Lim Pheck Wan, Richard Beneficial owner BiHE — - — — — - 500,000
oA
1 Details of share options granted to Directors are separately disclosed under the heading 1 RTEEBME 2 FENA 2 BT 2201 RSl -
of Share Option Scheme.
Notes: B 5
1. Dayspring Enterprises Limited held 844,000 shares in the Company. The entire 1. R 5 B R QRS A A D F844,0000 B 17 - 2 RAIZ 2 H
issued share capital of the company is beneficially owned and controlled by Mr. ERTERADAMRKNEERBRLTESES RIES - L
Lam Kwong Yu and Ms. Yeung Chui. The 844,000 shares of Mr. Lam Kwong Yu and it AR 0 S A R 45 2R A2 - R W9844,0000% AR 15 - T HE A —
Ms. Yeung Chui are the same block of shares. B fn 2% o
2. Best Grade Advisory Limited (“BGAL”) held 224,022,174 shares in the Company. 2. Best Grade Advisory Limited ([ BGAL 1) % 5 & X 7]224,022,174

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 224,022,174 shares relate to the same
block of shares in the Company.

fi B 47 - MBGALZ 2 &8 B 3 77 B AX f The New Super Star Unit
TrustZ {2 56 AMasterline Industrial Limited#% 4 o B —{E 82 5 -
The New Super Star Unit Trustz E B & i A2 EEE
A MRS EERZEIBABRERNWEE - BRL L
Je MR8 48 55 4 © MHSBC International Trustee Limited £ i fE 2 4
EFEAEREA ° LR PTHE & 2224,022,174B A A R AR -
EiER— MR -
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Save as disclosed above, none of the Directors or Chief Executive
of the Company had, as at 31st March, 2008, 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.

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 of the Old Share

Option Scheme and the New Share Option Scheme was as follows :

Old Share Option Scheme

1% Fi

1. Purpose of the Old and New Share Option As an incentive to employees.

ERHEBER-

Schemes

B R IR 8 B 9
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New Share Option Scheme
R &

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.
RBEANLTREESARAMAEZ
Be ITHEB2EATBRNERER
Bl R H Ay 2 BE

2. Participants of the Old and New Share Any full-time employee of the (i) Any full-time employee of the

Option Schemes

ERFERETEN2EAL

%)

Company or any subsidiary (including
full-time executive directors of the
Company or any subsidiary).

AARRENBARNZBES (8
BARALEMBAR ZZBBHT ()

Company or of any Subsidiary; and

(ii) Any full-time executive director of
the Company or of any subsidiary
ARBREMBRBZ2BES
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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 annual report

AR 43R B B BB AR R AT B T B 1T D AR B

ERAFHBERECDHETRABTS L

. Maximum entitlement of each participant
under the Old and New Share Option

Schemes

FGUSEATREBEERFBREST

REH RS HE

Old Share Option Scheme
ERRESTS

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 Option Scheme.

REBREFEMAER T ZER
R CGE R A S B E b BB AR AT &1 P 1
AT ZBRE) KRN &S 2
B TEBBARATKEETRA
210% @ T BEETEREERRKR
RAEE T ZBEREMET 2D -

25% of the aggregate number of Shares
in respect of which options are issuable
under the Old Share Option Scheme.
EBRLESAIERTRETZROA
#E25% °

I

New Share Option Scheme
R A

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 adoption of the New Share
Option Scheme and approximately
9.59% of the issued share capital of the
Company as at the date of the annual
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.

RBF B E  ARAB VLA
T ¥ %41,250,008 8 0 (15 AR 2 &R
R B 8 A B 2 B BITRR
0% RIERARRRAFRAHZE
AT #)9.59% ) 2 BB U HE o

BIBEARRBRAZ B RESE RET
I E A EIX T i R 1T 2 B AR
BITERmMAI ST IR RS ZEE
THRBATREEITRMG Z30% ° i
RIEFEREA SR TRERESESHE
iB30% PR - BN A% T B AR A o

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

RiEERBARBRO MR

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

BRITERFTEBRENREHR

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
R R E A REN BN AR R
HBANAOBRAEERFBERER
TR HA IR

Old Share Option Scheme
ERRESTS

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.
HEZEGRE 2 ARAEMER - 1
EwOAABEGERE A BEFT+
£ 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.

BRETRAER THRES AL
NERE A REMERETE  ETGEE
BB R L B EIOF AN -

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.
FEXNEBIOTIERRTEREZ
RE - MBRESANRT AR
28R N -

I

New Share Option Scheme
R A

Must not be more than 10 years from
the date of offer or grant of the option.
EERBREOE T ZAEFTEEH
T

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.
BRETARHRTEREE BN
B A& EMSEITE  ENSEES
FZAB IR L A H105F LAS -

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.
EmBEREMASIN ZREREEI0
JC o 2B AL AR UE) 2 4 R AT
28 H HAT A3 4 B A
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8. The basis of determining the exercise price
EETEENEE

9. The remaining life of the Old and New
Share Option Schemes

BN RS SR SR HIR

Old Share Option Scheme
ERRESTS

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 quotations
sheet for the five trading days
immediately preceding the date of

grant of an option; or

(ii) the nominal value of the Shares.

TEEREEEEE BTAER
T BB S -

() ZEBEREFTEHHAIAER S
AROREBINFEHRTEN
80% ; =X

(i) R EE -

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.
EBREAIR-NANA=F_AN
HEBERR —_ZET=F_H+tH
A—EHEER RZZTEZT_FhLARX
B ARARRREZEREREE B Z
HEEUH °

I

New Share Option Scheme
R A

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 a Share 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 a Share
as stated in the daily quotations
sheet 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.

BREZITEERAEESET BR

DUTI R &SERE:

() BRORBEHETERESZ B (A
REFR)BMXMBERERM
52 B ¢ sk

(i) Bt M ERIR X TR BUE B 5
AMEERS AEBZAET A RE
RO FHRTE X

()RR THEREE AARMDEE -

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.
MBRESAEHRAR (AT T -
FAARBIBTFA—BEEREE
e
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The following table shows the movements in the Company's share
options during the year and the outstanding options at the beginning

and end of the year:

AN A AR Y N 2 B e R ) R A R AT
£ 2 BRI T R

Old share option scheme EEREE
Exercise price Granted during  Exercised during Lapsed during
Name Date of grant  Exercise period per share Beginning of year the year the year the year End of year
®E RHAH TR BRABE F4 FRH FRITE FREK F
HK$ ‘000 000 ‘000 000 ‘000
BT TR Fh% TR FAx TR
Directors
EE
Mr. Lam Kwong Yu 10.9.1997 11.3.1998 — 0.690 1,912 — — (1,912) —
Mg 9.9.2007
Ms. Yeung Chui 10.9.1997 11.3.1998 — 0.690 1,602 — — (1,602) —
BELZL 9.9.2007
3,514 — — (3,514) —
New share option scheme FEREE
Exercise price Granted during  Exercised during Lapsed during
Name Date of grant  Exercise period per share Beginning of year the year the year the year End of year
] R AH TR BRABE £ FRRH FRITE FREMY FH
HK$ ‘000 ‘000 ‘000 000 ‘000
BT FR& Fh& TR Fi& TR
(i) Directors
Mr. Lam Kwong Yu 9.2.2007 9.8.2007 — 0.475 1,500 — — — 1,500
Motns £ 8.2.2010
Ms. Yeung Chui 9.2.2007 9.8.2007 — 0.475 1,200 — — — 1,200
BRZL 8.2.2010
Mr. Tai Tzu Shi, 29.12.2004 29.6.2005 - 0.770 1,420 — — (1,420) —
N Angus 28.12.2007
LAEELE 9.2.2007 9.8.2007 — 0475 500 — — — 500
8.2.2010
Mr. Cheung Chi 29.12.2004 29.6.2005 - 0.770 1,440 — — (1,440) —
Shing, Charles 28.12.2007
REMTEE 9.2.2007 9.8.2007 - 0.475 500 — — — 500
8.2.2010
Mr. Lim Pheck Wan,  29.12.2004 29.6.2005 — 0.770 100 — — (100) -
Richard 28.12.2007
PRAARE 5o 2 28.10.2005  28.4.2006 0.722 36 — - (36) -
27.10.2007
9.2.2007 9.8.2007 — 0.475 500 — - — 500
8.2.2010
(i) Employees 29.12.2004 29.6.2005 — 0.770 1,892 — - (1,892) -
8 28.12.2007
28.10.2005 28.4.2006 — 0.722 382 - — (382) —
27.10.2007
9.2.2007 9.8.2007 — 0.475 3,385 — (820) — 2,565
8.2.2010
12,855 — (820) (5,270) 6,765
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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 26 to the financial
statements.

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.

Save as disclosed above, at no time during the year 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 32 to the accompanying financial
statements, 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 year or at any time

during the year.

AARERA-—BEAAEETEREXNIIESE THEL
BRENBHEAZAFE FHARPEREN
526 °

“HEAMREERATBEGTEABE (ERS
BRERBNITERARBEETE CHE) 2DFE-
WA ARITERERATE Rz A FER
FRzEF-EREX -HRZEEEEETIHR
ReBBELREIMER - ZATELERS
Mz BEHRENEZHMIENEALE -

B Bl 5 5E &5 MFEREREE - ADQF R EAEM
MEARBESHIALE SR AARESFHA
EREREFEWBARBREMEMEAREZR
DR EF MR -

ESRERzRE®

PR BER 2 B 5 SRR M EE32 R BB & S R A Ak K
B X B P AR Sk B N AR AT B R - S AR T B (T fe] B2
AEEXEBAEMALRNEEAEREEREEEX
MEBEAETEANBZERSH -
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Substantial shareholders

So far as is known to any Director or Chief Executive of the Company,
as at 31st March, 2008, 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:

Long positions of substantial shareholders in the shares of the

Company

Name of shareholder Capacity
BREREB 51
Best Grade Advisory Limited Beneficial owner
EnlEA
Masterline Industrial Limited Trustee
EFEA
HSBC International Trustee Limited Trustee
EFEA

Notes:

The two references of 224,022,174 shares relate to the same block of shares in the
Company. Best Grade Advisory Limited (“BGAL") held 224,022,174 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 of 224,022,174 Shares described in Note 1 and Note 2 relate
to the same block of Shares in the Company. 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 224,022,174 shares.

FERRK

MARBEEHTETHRABRN R NF
ZA=+—8 RAQRARHDKEERDFHEER
BEHRBAEGROEXVEFE2RE3D 5 &AM
ARREBHCHNARRTIRZFRAEKAE3306
BEFTHELMANERIAE ZRE (KRFES
KEZTHABRINGAT

TERRRARRRD 2HR

Approximate % of

Number of Shares Shareholding
R&O#E EREZBANBES L
224,022,174 52.06%
(Note 1)
(Bt &E1)
224,022,174 52.06%
(Note 1)
(Bt &E1)
224,022,174 52.06%
(Note 2)
(Bt %2)
Liks3
1. b P BR BT AR K 2224,022,174B8 A R BB AR - EIRE — AR 1D
W o uAR D FBest Grade Advisory Limited ([ BGAL )54 ©
BGALZ 2 #8 B B 1T i& A< F1The New Super Star Unit TrustZ {57
AMasterline Industrial Limited$§ % © Bk — & % {iZ b * The New
Super Star Unit TrustZ i B mm A EETESES
MZE2EEEZIXBABREMRRNEE BRELL RHKE
85 4 © MHSBC International Trustee Limited & % & 2 # 5 5E )
EFEA ©
2. B R R 2R R ] 2224,022,174f A R ARG - BARR —RH

# 2% ° HSBC International Trustee Limited ([ HSBC ) & ™ ff &
BEFRZETEA MK EE BRL T RMNEREER

Sxﬁ»fZE{Z”"*)\ HSBCHE A K/ sk % 18 A ¥ A Frill 2
224,022,174Hxﬂx1’;}ﬁ£m
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Audit committee

The Audit Committee is composed of all the three independent
non-executive directors of the Company. The audit committee has
reviewed with management the accounting principals and practice
adopted by the Group and discussed auditing, internal control,
and financial reporting matters, including the review of financial
statements for the year ended 31st March, 2008.

Financial summary
A summary of the Group’s financial information for the last five

financial years is set out on pages 20 and 21 of this annual report.

Directors’ interests in competing business
During the year ended 31st March, 2008, none of the Directors nor
their respective associates had any interests in a business which

competes or may compete with the businesses of the Company.

Sufficiency of public float

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Directors confirm
that the Company has maintained during the year under review the

amount of public float as required under the Listing Rules.

Corporate governance

A report on the principal corporate governance practices adopted by

the Company is set out on pages 34 to 41 of the annual report.

Event after the balance sheet date

On 18th June, 2008, the Company issued 86,059,197 ordinary shares
of HK$0.1 each at a subscription price of HK$0.35 per offer share
in connection with an open offer. The net proceeds of the open offer

were approximately HK$29 million.

BEREEY
AARZEREBRANDR LA ZAB LN
TEFER -AEB2ERZEECRERERR

AEERAZEHRAEFR  RAHBIN AN
ERMBHREAER ARBEUSHRE_SB S
ZAS+H-AZFEMBRE-

MHEE

AEEBRBEABMBRFEEZHBEBEFBHNA
FWRFE20BEE21H -

EERBEREPNES
BE-ZT/\F=AZ+-BLFE BEFRES
EANBRALHEREARATLBEHFRTER
SR P (E M

NBRERENZAM
BEARFERAMGZ2ENREFTZNTHE AN
EXHER ARANOBEFEALZARFREER
EERRANMBREZHRE -

J/J;\%M‘\A
ERARBIEMZEECETRERIIBEIRNE
BEI4EA41H -

HEB®REHE
RZZEENFRNATNBEARRBREQAFAESE &
7786,059,197 R BER MBI T T REK  EREE
D HREBERISEL - AHABENMEREFE
HN—Fhas8sr-
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Auditor B
The accompanying financial statements were audited by BEH M BEREABEIF KESHAHSHAEZ -
PricewaterhouseCoopers. A resolution for appointment of ﬁﬁﬁé%ﬁﬂ%%?&i@@ BEHMEEMALRR XK
PricewaterhouseCoopers as the Company’s auditors for the ensuring SR Z RZREBRABRIT 2 RRBAFRKE LIRESE
year, is to be proposed at the forthcoming annual general meeting.
On behalf of the Board REFEW
Lam Kwong Yu =2
40

Chairman

Hong Kong, 18th July, 2008

B —BEAFLATNE
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CORPORATE GOVERNANCE PRACTICES

Starlite Holdings Limited (the “Company”) and its subsidiaries (together
the “Group”) are committed to maintaining and upholding good
corporate governance in order to protect the interests of shareholders,
customers, suppliers and staff. The Company strives at ensuring high
standards of corporate governance in the interests of shareholders and
takes care to identify practices designed to achieve effective oversight,

transparency and ethical behavior.

Throughout the year ended 31st March, 2008, the Company was in
compliance with the Code as set out in the then Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange (the

“Listing Rules”), except for the deviations as mentioned below.

This report includes information relating to corporate governance
practices of the Company during the year ended 31st March, 2008

and significant events after that date and up to the date of this report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules for securities transactions by the
Directors. All Directors have confirmed that, during the year ended
31st March, 2008, they have complied with the required standard
set out in the Model Code regarding securities transactions by the

Directors.

TEERER

BRERE BF #HEBMEINANZ EXEE
ERAR(ARRRDRENMBRG (KB IAEE])
BO#FNEESKENRARE - ARAHAR
BEKENLEER  URERNMBZAKS - IKET
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BOARD OF DIRECTORS
The Board

The Board is at the core of the Company’s corporate governance
framework, and there is clear division of responsibilities between the
Board and the Management. The Board is responsible for providing
high-level guidance and effective oversight of the Management.

Generally, the Board is responsible for:

. formulating the Group’s long-term strategy and monitoring the

implementation thereof;

. reviewing and approving the annual business plan and

financial budget;

. approving the annual and interim reports;

. reviewing and monitoring risk management and internal
control;

. ensuring good corporate governance and compliance; and

. monitoring the performance of the Management.

The Board currently has eight members, comprising three independent
non-executive directors and five executive directors of whom certain
are with appropriate professional qualification or are in possession of

financial management expertise.

Exg

Exg

EEQRERARARAREBABRL REBEZHA
FREST EFC8ERTEEEREEIINA
MEE - —RNE EFQ8E:

o HIFAEENRAEBLEZEERITER

s ENMFEEBRFIMPBEE:

o HEBHFERPHEE:
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e ERASEEEEEMIFRRA-
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The Board is scheduled to meet at least four times a year to determine
overall strategic direction and objectives and approve interim and
annual results and other significant matters. During the year ended
31st March, 2008, four Board meetings were held with an average
attendance rate of approximately 91%, details of which are presented
below:

Board Members Meetings Attended/Held

Executive directors

Mr. Lam Kwong Yu (Chairman of the Board) 4/4
Ms. Yeung Chui 4/4
Mr. Tai Tzu Shi, Angus 3/4
Mr. Cheung Chi Shing, Charles 4/4
Mr. Lim Pheck Wan, Richard

(appointed on 28th September, 2007) 2/4

Independent non-executive directors

Mr. Chan Yue Kwong, Michael 4/4
Mr. Kwok Lam-Kwong, Larry, 88s, jp 4/4
Mr. Tam King Ching, Kenny 4/4

The meeting schedule had been prepared and approved by the Board
in the preceding year. In general, Board agenda and meeting materials
are despatched to all Board members in a timely manner. Board
agenda is approved by the Chairman following consultation with

other Board members and the Management.

The Company Secretary, Mr. Cheung Chi Shing, Charles, is responsible
for taking minutes of Board and Board Committee meetings. Draft
and final minutes are sent to all Directors for comments within a
reasonable time. A final draft of each minutes of meetings is made

available for inspection by Directors/Committee Members.

All Directors have access to the Company Secretary who is
responsible for ensuring that Board procedures are complied with
and advises the Board on corporate governance and compliance
matters. They are also encouraged to take independent professional
advice at the Company’s expense in performance of their duties, if
necessary. Furthermore, all the Directors are covered by the Directors’

& Officers’ Liability Insurance, which is also part of our best practices.

EFeREBFETRINAEE UETEERE
FHEER UBBARHRFERERAMESES
B-BHEZTENF=ZA=+—BLFERN B8
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R &SRS 4/4
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BUHNTEE
R A8 % 5t 4 4/4
SOHKFE, BBS, & Fat+ 4/4
B 4/4
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Chairman and Chief Executive Officer
Code Provision A.2.1 stipulates that the roles of chairman and chief

executive officer should be separated 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.

Appointments, re-election and removal

The Board as a whole is responsible for the procedure agreeing to
the appointment of its own members and for nominating them for
election by the shareholders on first appointment and thereafter
subject to retirement and re-election at annual general meeting in
accordance with the Bye-laws of the Company. 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 and re-election at annual general meeting
in accordance with the Bye-laws of the Company. The Company
has not established any nomination committee and is not currently
considering establishing the same owing to the small size of the Board
of the Company. The Chairman of the Board is mainly responsible for
identifying appropriate candidates to fill the casual vacancy whenever
it arises or to add additional member as and when required. The
Chairman will propose the qualified candidate(s) to the Board for
consideration. The Board will approve the appointment based on the
suitability, qualification of the candidate. The Chairman of the Board
is reviewing the structure, size and composition of the Board and
assessing the independence of independent non-executive directors,

on a regular basis.

Responsibilities of Directors

Upon acceptance of appointment, a new Director is provided with
sufficient orientation package, including introduction to Group
activities (when necessary), induction into their responsibilities and
duties, and other regulatory requirements, to ensure that he has a
proper understanding of the business and his responsibilities as a

Director of the Company.
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Each of the Directors is required to give sufficient time and attention
to the affairs of the Company. As seen above, a very satisfactory
average attendance rates were recorded on the meetings of the Board

and Committees under the Board.

Independent non-executive Directors
The roles of the independent non-executive Directors include the

following:

(i) provision of independent judgement at the Board meeting;
(i) take the lead where potential conflicts of interests arise;
(iii)  serve on committees if invited; and

(iv)  scrutinize the performance of the Group as necessary.

The independent non-executive Directors of the Company and
their immediate family receive no payment from the Company or
its subsidiaries (except the Director fee). No family member of any
independent non-executive Directors is employed as an executive
officer of the Company or its subsidiaries, or has been so in the past
three years. The independent non-executive Directors are subject
to retirement and re-election at the Annual General Meeting in
accordance with the Bye-laws of the Company. Each independent
non-executive Director has provided a confirmation of his
independence with reference to the new independence guidelines as

set out in the Listing Rules.

Supply of and access to information

To allow the Directors to make an informed decision and properly
discharge their duties and responsibilities, the Company Secretary
ensures that relevant Board papers are sent to all the Directors in a
timely manner. All Board papers and minutes are also made available

for inspection by the Board and its Committees.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Remuneration Committee was set up with the responsibility
of recommending to the Board the remuneration policy of all the
Directors and the senior management. The Remuneration Committee
composed of all the three independent non-executive directors of the

Company.
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The Committee Chairman is required to report to the Board on its
proceedings after each meeting on all matters within its duties and

responsibilities.

A meeting of the Remuneration Committee is required to be held
at least once a year to coincide with key dates within the financial
reporting and audit cycle. During the year ended 31st March, 2008,
two meetings were held, attendance for the two meetings held by the
Remuneration Committee is set out below:

Remuneration Committee Members Meetings Attended/Held

Mr. Chan Yue Kwong, Michael (Chairman) 2/2
Mr. Kwok Lam-Kwong, Larry, 88s, jp 2/2
Mr. Tam King Ching, Kenny 2/2

The Remuneration Committee is authorised to investigate any
matter within its Terms of Reference and seek any information
it requires from any employee and obtain outside legal or other
independent professional advice at the cost of the Company if it
considers necessary. The Remuneration Committee has reviewed the

compensation of the directors and senior executives for 2008.

During the year ended 31st March, 2008, total Directors’
remuneration amounted to approximately HK$11,835,000 (2007:
HK$10,086,000), individual details of which are disclosed in Note
10 to the financial statements. Executive Directors and senior
management’s compensation including the long-term incentive shall

be based on the corporate and individual performance.

ACCOUNTABILITY AND AUDIT

Financial reporting

The Directors are responsible for the preparation of financial
statements for each financial period which give a true and fair view
of the state of affairs of the Group and of the results and cash flow for
that period. In preparing the financial statements for the year ended
31st March, 2008, the Directors have selected suitable accounting
policies and applied them consistently; adopted appropriate Hong
Kong Financial Reporting Standards and Hong Kong Accounting
Standards; made adjustments and estimates that are prudent and
reasonable; and have prepared the financial statements on the going
concern basis. The Directors are also responsible for keeping proper

accounting records which disclose with reasonable accuracy at any
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Internal controls

The Board has delegated to management the responsibility to
develop and maintain a sound internal control system. The internal
control system, operating through a framework of management and
operational controls, and risk management systems, is intended to
allow the Board to monitor the Group’s business performance and
financial positions, to control and adjust risk exposures, to adopt
sound business practices, to obtain reasonable assurance on controls
against fraud and errors, to ensure compliance with applicable
laws and regulations, and to provide oversight and guidance to

management in achieving the Company’s objectives.

The key procedures that the Group has established to maintain an

effective internal control system are as follows:

. A clear management organisational structure is set up
with well-defined lines of authority, accountability and
responsibilities.

. Regular reporting of the performance of the Company’s
businesses to senior management. The Board reviews the
Group’s business and financial performance on a quarterly
basis.

. The internal audit department shall independently evaluate the
adequacy and effectiveness of key controls including financial,
operational and compliance controls and risk management
functions. The internal audit function reports major findings
and recommendations, if any, to the Audit Committee on a

quarterly basis.

Assessment of Internal Control System

The Board has assessed the effectiveness of internal control system
by considering reviews performed by the Audit Committee and
management, and the findings of both internal and external
auditors. In undertaking this assessment, the Board also engaged an
independent risk consulting firm to assist in the execution of internal

audit plan throughout the year ended 31st March, 2008.
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CORPORATE GOVERNANCE REPORT

Audit Committee
The audit committee is composed of all the three independent

non-executive directors of the Company. The audit committee has
reviewed with management the accounting principals and practice
adopted by the Group and discussed auditing, internal control,
and financial reporting matters, including the review of financial

statements for the year ended 31st March, 2008.

The Audit Committee has reviewed the annual and interim results of
2008 and was content that the accounting policies of the Group are
in accordance with the generally accepted accounting practices in

Hong Kong.

Attendance for the four meetings held by the Audit Committee during

the year is set out below:

Audit Committee Members Meetings Attended/Held

Mr. Tam King Ching, Kenny (Chairman) 4/4
Mr. Chan Yue Kwong, Michael 4/4
Mr. Kwok Lam-Kwong, Larry, 88s, jp 4/4

Auditors’ Remuneration

The financial statements for the year have been audited by
PricewaterhouseCoopers. During the year, remuneration of
approximately HK$1,893,000 was payable to PricewaterhouseCoopers
for the provision of audit services. In addition, approximately
HK$296,000 was payable to PricewaterhouseCoopers for other non-
audit services. The non-audit services mainly consist of tax compliance

and other advisory services.

Communication with Shareholders

Communication with shareholders is given high priority. Extensive
information about the Group'’s activities is provided in the Annual
Report and the Interim Report. The Group’s website provides regularly
updated Group information to shareholders. The Company also
arranges regular site visit for investors and media. Enquiries on matters
relating to shareholdings and the business of the Group are welcome,
and are dealt with in an informative and timely manner. The Group

encourages all shareholders to attend annual general meeting.
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MANAGEMENT PROFILE

DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Executive Directors

Mr. Lam Kwong Yu, aged 61

Mr. Lam is the Chairman and Chief Executive Officer of the Company
and is the founder of the Group. He holds a Master Degree in
Business Administration from the National University of Singapore.
Mr. Lam has been in community work in China and Hong Kong for
many years. He is a member of the 10th National Committee of the
Chinese People’s Political Consultative Conference, a member of
Election Committee for the 1st and 2nd Government of HKSAR and
a committee member of the 2006 Election Committee Subsector
Elections, a director of Chinese Overseas Friendship Association,
an Adjunct Professor of City University of Hong Kong, an Executive
Director of Guangzhou Jinan University and a Guest Professor
of South China Normal University. Mr. Lam has received several
prominent awards including “Hong Kong Ten Outstanding Young
Persons Award 1986”, “Young Industrialist Award of Hong Kong
1988”, “Hong Kong Entrepreneurs Award 1990”, “Outstanding
Achievements Award” of the “Hong Kong Print Award 1999” and
“Medal of Honor” (M.H.) from the Government of the Hong Kong
Special Administrative Region in 2002. Mr. Lam has over 42 years’
experience in the printing industry and is responsible for the overall

policy making and business development of the Group.

Ms. Yeung Chui, aged 61

Ms. Yeung is the Vice Chairman of the Company. Ms. Yeung is
responsible for the finance, administration, personnel and purchasing
functions of the Group. She has over 42 years’ experience in the

printing industry. Ms. Yeung is the wife of Mr. Lam Kwong Yu.

Mer. Tai Tzu Shi, Angus, aged 51

Mr. Tai is the Senior Vice President of the Company. He joined the
Group in 1990 and is currently the Chief Technical Officer of the
Group. He graduated from the Graphics Art Department of the
Chinese Culture University of Taiwan in 1978. He is the author of the
book titled “The Quality Control of the Printing Industry”. He has over

23 years’ experience in the printing industry.
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MANAGEMENT PROFILE

Mr. Cheung Chi Shing, Charles, aged 52

Mr. Cheung is the Senior Vice President of the Company. He joined
the Group in early 1997 and is responsible for the overall finance and
administration functions of the Group, and has been appointed as a
director in September 2000. He has held various senior positions in
finance, accounting and auditing fields for more than 22 years. Mr.
Cheung graduated from The Hong Kong Polytechnic University and
is an Associate Member of the Hong Kong Institute of Certified Public
Accountants and a Fellow Member of The Association of Chartered

Certified Accountants.

Mr. Lim Pheck Wan, Richard, aged 42

Mr. Lim was appointed as an executive director of the Company
on 28th September, 2007. He is currently the Senior Vice President
(Marketing and Sales) of the Company. He joined the Group in 1994
and is responsible for the overall sales and marketing function. He
has held various senior position within the Group, and before his
current appointment was the General Manager for its Singapore and
Suzhou subsidiaries. Mr. Lim holds a Master of Science Degree in
International Marketing from the University of Strathclyde, Glasgow,

and has more than 19 years experience in the printing industry.

Independent Non-Executive Directors

Mr. Chan Yue Kwong, Michael, aged 56

Mr. Chan is an Independent Non-executive Director of the Company
since 1993. Mr. Chan is the Executive Chairman of the publicly-listed
Café de Coral Holdings Limited in Hong Kong. He is also a Non-
executive Director of Tao Heung Holdings Limited, an Independent
Non-executive Director of Kingboard Laminates Holdings Limited and
Pacific Textiles Holdings Limited, all of which are listed in Hong Kong.
He holds a double major degree in Sociology and Political Science,
a Masters degree in City Planning from the University of Manitoba
and an Honorary Doctorate Degree in Business Administration. Mr.
Chan serves on the executive committee of the Hong Kong Retail
Management Association, the general committee of the Employers'
Federation of Hong Kong, the council of the Hong Kong Management
Association, an elected member of Quality Tourism Services
Association, as well as a member of the Hong Kong Tourism Board.
He is also the Chairman of the Business Enterprise Management
Centre of the Hong Kong Management Association. He has over 13
years of professional experience in the public sector and over 22

years’ managerial experience in the food and catering industry.
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Mr. Kwok Lam-Kwong, Larry, BBs, jp, aged 52

Mr. Kwok was appointed as an independent non-executive director
of the Company in July 2004. He is a practising solicitor in Hong
Kong, and is currently the Managing Partner, Mainland China and
Hong Kong of Mallesons Stephen Jaques. He is qualified to practice
as a solicitor in Australia, England and Wales and Singapore. He is
also qualified as a CPA in Hong Kong and Australia and a Chartered
Accountant in England and Wales. He graduated from the University
of Sydney, Australia with bachelor’s degrees in economics and laws
respectively as well as a master’s degree in laws. Mr. Kwok is currently
an independent non-executive director of a number of publicly
listed companies in Hong Kong, namely Pacific Andes International
Holdings Limited, Shenyin Wanguo (HK) Limited, Carry Wealth
Holdings Limited, Cafe de Coral Holdings Limited and Western
Mining Co. Ltd, a company listed in Shanghai, as well as a non-

executive director of First Shanghai Investments Ltd.

Mr. Tam King Ching, Kenny, aged 59

Mr. Tam was appointed as an independent non-executive director
of the Company in July 2004. Mr. Tam graduated from Concordia
University, Canada with a bachelor degree in commerce. He is
a qualified accountant in Hong Kong and Canada. Mr. Tam is a
practicing accountant in Hong Kong and is the owner of Kenny Tam &
Co., Certified Public Accountants. He is also a registered Insolvency
Practitioner of the Official Receiver’s Office. Mr. Tam has substantial
experience in the accounting and insolvency fields. He serves on a
number of advisory committees in the Accountancy and Insolvency
Professional and has been active in community work in Hong Kong
for many years. Mr. Tam sits on the board as independent non-
executive director of a number of publicly listed companies in Hong
Kong, namely Shougang Concord Grand (Group) Limited, Kingmaker
Footwear Holdings Limited, CCT Telecom Holdings Limited, Van
Shung Chong Holdings Limited, North Asia Strategic Holdings Limited
and Yun Sky Chemical (International) Holdings Limited (Formerly

Swank International Manufacturing Company Limited).
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INDEPENDENT AUDITOR’S REPORT

PRICEWATERHOUSE(COPERS

BYZBEA®RE

EORUKEE TS AT

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
STARLITE HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Starlite
Holdings Limited (the “Company”) and its subsidiaries (together,
the “Group”) set out on pages 47 to 124, which comprise the
consolidated and company balance sheets as at 31st March, 2008,
and the consolidated income statement, the consolidated statement
of changes in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting policies

and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and

making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with Section 90 of the Companies
Act 1981 of Bermuda, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile  (852) 2810 9888
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INDEPENDENT AUDITOR’S REPORT

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well

as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31st March, 2008 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 18th July, 2008
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CONSOLIDATED INCOME STATEMENT mEWE

For the year ended 31st March, 2008 HE-_ZZENF=ZA=1+—HILFE
2008 2007
Note HK$’000 HK$'000
B 5 FET FAT
Revenue WA 5 1,170,617 1,128,021
Cost of sales $H & R AN 7 (914,756) (881,378)
Gross profit EF 255,861 246,643
Other gains — net Bl — F58 6 1,982 393
Selling and distribution costs HERDIHER 7 (64,207) (62,913)
General and administrative expenses — B ERITERAY 7 (121,219) (125,194)
Operating profit g 72,417 58,929
Finance costs — net BB A — F 8 8 (15,276) (17,304)
Profit before income tax BR B AR 57,141 41,625
Income tax expense PSR XX 11 (13,027) (9,084)

Profit for the year attributable to the equity & pyzs 1 54 2%
holders of the Company BEEAEMEER 12 44,114 32,541

Earnings per share for profit attributable to RFE AKX QD FAEHIF

the equity holders of the Company BAEGERFHE

during the year ZEBREF

(expressed in HK cents per share) (BRRABWLEZT) 13

— Basic — &K 10.27 7.58

— Diluted — 8 10.26 7.58
Dividends BE 14 14,187 12,884

SUd?

The notes on page 52 to 124 are an integral part of these consolidated ~ R E52E Z124B 2 T AU FHEE VB MERHEE
B
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BALANCE SHEETS

As at 31st March, 2008

ASSETS
Non-current assets

Leasehold land and land

use rights

Property, plant and equipment
Investments in and amounts

due from subsidiaries

Other non-current assets
Prepayments for property,

plant and equipment

Current assets
Inventories

Trade and bill receivables
Prepayments and deposits
Cash and cash equivalents

LIABILITIES
Current liabilities
Borrowings

Finance lease obligations,

current portion
Trade and bill payables

Accruals and other payables
Current income tax liabilities

Net current assets/(liabilities)

Total assets less current
liabilities

Non-current liabilities
Borrowings

Finance lease obligations,

non-current portion

Deferred income tax liabilities
Amounts due to subsidiaries

Net assets

BE
ERBEE
HE LR
15 P
ME - BB K&
KRB RRZRE R
& W 3R IR
HiERSEE
mE - BE &
BAEPAEEREN

RBEE

A

B RBERREE
BNREARES
RekBeFE

&fE
REBAE
A
M ROES
BN EAER {0
BHRNERIRER

FERH B B R EAMmEN R

BNEAFR IS B (&

RBEE/(AfE)FHE

HEERRBEE

FRBEE

BE
MROER
SEBNHAEE 1
BIEFTSH B E
& 1 BfY 8 % R) 3K IR

BEERME

Note
M 5

15
16

18
19
19
20

21

22

21

22
24
17

EERER

RZZENF=ZA=+—H

Group Company
S |

2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000
THERT TAET TER TAET
30,539 28,344 — —
480,000 448,017 — —
— — 280,552 244,523
1,393 1,543 — —
3,998 — — —
515,930 477,904 280,552 244,523
112,313 105,274 — —
237,627 195,017 — —
12,489 13,575 656 702
125,632 107,043 473 280
488,061 420,909 1,129 982
197,854 172,529 — —
2,447 2,565 — —
141,406 154,211 — —
81,814 49,260 968 1,040
26,439 22,035 14 14
449,960 400,600 982 1,054
38,101 20,309 147 (72)
554,031 498,213 280,699 244,451
107,640 106,974 — —
804 2,858 — —
12,428 13,303 — —
— — 97,666 85,703
120,872 123,135 97,666 85,703
433,159 375,078 183,033 158,748




BALANCE SHEETS

As at 31st March, 2008

EQUITY

Capital and reserves attributable 7~ 2 5] 4 3 #%
to the equity holders of the BEAELR

Company
Share capital
Reserves

Shareholders’ equity

Note
M 5E
B A fE R
KR EE
& A 25
i 27
R R HE

Lam Kwong Yu
M an
Chairman

EY

The notes on page 52 to 124 are an integral part of these financial

statements.

EERER

RZZENF=ZA=+—H

Group
£H
2008 2007
HK$’000 HK$'000
TERT TR

Company
AL
2008 2007
HK$’000 HK$’000
THERT TAET

43,029 42,947 43,029 42,947
390,130 332,131 140,004 115,801
433,159 375,078 183,033 158,748

Yeung Chui
B2

Vice Chairman

=/

MEDAEE124B 2RISR B MROBEID -

49



50

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31st March, 2008

Balance at 1st April, 2007

Increase in fair value of other non-
current assets

Realisation of reserve upon disposal of
other non-current assets

Currency translation differences

Net income recognised directly in

equity
Profit for the year

Total recognised income for the year

Employee share options scheme
— Issue of shares upon exercise
of employee share options
— Share based payments
Dividends paid

Balance at 31st March, 2008

Balance at 1st April, 2006

Increase in fair value of other non-
current assets

Currency translation differences

Net income recognised directly in
equity
Profit for the year
Total recognised income for the year
Employee share options scheme
— Share based payments

Dividends paid

Balance at 31st March, 2007

The notes on page 52 to 124 are an integral part of these consolidated

financial statements.
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Attributable to the equity holders of the Company

AAREREEAEN
Share capital Reserves Total
;1N f#1E st
HK$'000 HK$’000 HK$’000
FAT FAET FE T
R-ZEZELtFHAE—A#s 42,947 332,131 375,078
HtERBEEZ
ANFEE — 254 254
HEEMIERBEEY
miEER — (319) (319)
EHEZR — 26,116 26,116
BEEREDTERN
L @N=E ] — 26,051 26,051
FrEM — 44,114 44,114
FREBIAWKA — 70,165 70,165
=N
—TEREBRERD
BITHRMGD 82 308 390
— BB e — 410 410
AR B — (12,884) (12,884)
R-ZEBEEBENFE=ZRA=1+—H#&& 43,029 390,130 433,159
R-ZSBEXENBE—A#& 42,947 302,474 345,421
HiIERBDEEZ
NF{EE N — 363 363
EHEZR — 9,476 9,476
HERERTPERA
WA B8 — 9,839 9,839
F N F — 32,541 32,541
FRAEBBLAKA — 42,380 42,380
1 B iRt 8l
— RO E — 161 161
AR 8 — (12,884) (12,884)
R-BELtE=RA=+—-H#&% 42,947 332,131 375,078
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CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31st March, 2008

Cash flows from operating activities
Cash inflow generated from operations
Interest paid
Hong Kong profits tax paid
Overseas income tax paid
Hong Kong income tax refunded
Overseas income tax refunded

Net cash generated from operating activities

Cash flows from investing activities
Prepayments for land use rights
Purchase of property, plant and equipment
Proceeds from disposal of property,
plant and equipment
Proceeds from disposal of other
non-current assets
Interest received
Prepayments for property, plant and equipment
Translation adjustments

Net cash used in investing activities

Cash flows from financing activities

Proceeds from exercise of employee
share options

New long-term bank loans

Repayment of long-term bank loans

New short-term bank loans

Repayment of short-term bank loans

Repayment of capital element of finance lease
obligations

Dividends paid

Translation adjustments

Net cash (used in)/generated
from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents on 1st April
Exchange gains on cash and bank overdrafts

Cash and cash equivalents on 31st March
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MEFTHZRERE
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BERTRAER
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EERITEHER
EEMBRDZ
e
BENEE
B E

MEEY (A
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e MIRITE 2 15 W s

ZA=Z+t-BRZEERREEE

B

7

Note
B 5

28(a)

28(b)

20

2008 2007
HK$’000 HK$’000
FERT FAT
82,950 119,739
(16,523) (18,451)
2,192) (10,427)
6,121) (7,949)
— 6,943
1,325 1,268
59,439 91,123
(712) (1,519)
49,501) (73,989)
301 150
404 —
1,247 1,147
(3,998) —
— (4,180)
(52,259) (78,391)
390 —
87,300 29,155
(65,947) (62,139)
340,859 342,450
(351,497) (286,434)
(2,498) (7,717)
(12,884) (12,884)
— 2,319
4,277) 4,750
2,903 17,482
106,789 89,307
5,152 —
114,844 106,789

The notes on page 52 to 124 are an integral part of these consolidated W #52H 2124 Z W MUt SR 6 M B RE N EE

financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

General information

Starlite Holdings Limited (the “Company”) is an investment
holding company. Its subsidiaries are principally engaged in
the printing and manufacturing of packaging materials, labels,

paper products and environmentally friendly products.

The Company was incorporated in Bermuda on 3rd November,
1992, as an exempted company with limited liability under the
Companies Act 1981 of Bermuda. The address of its registered
office is Canon’s Court, 22 Victoria Street, Hamilton HM 12,
Bermuda. The Company’s shares have been listed on The Stock

Exchange of Hong Kong Limited since 1993.

The Company’s directors regard Best Grade Advisory Limited,
a company incorporated in the British Virgin Islands, to be the

ultimate holding company.

These consolidated financial statements are presented in Hong
Kong dollars, unless otherwise stated. These consolidated
financial statements have been approved for issue by the Board
of Directors on 18th July, 2008.

Summary of significant accounting policies

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied in all the years

presented, unless otherwise stated.

2.1 Basis of preparation
These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”). They have been prepared
under the historical cost convention, as modified by the
revaluation of financial assets and financial liabilities
(including derivative instruments) at fair value through

profit or loss.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. The areas involving

a higher degree of judgement or complexity, or areas

financial statements, are disclosed in Note 4.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.1

Basis of preparation (Continued)

(a)

Standards, amendments to Standards and
interpretations effective during the year ended
31st March, 2008

During the year, the Group adopted the
following Standard, amendment to Standards and
interpretations of HKFRS issued by the Hong Kong
Institute of Certified Public Accountants, which
became effective for accounting periods beginning
on or after Tst April, 2007.

. HKFRS 7 ‘Financial instruments:
Disclosures’ and the complementary
amendment to HKAS 1, ‘Presentation of
financial statements — Capital disclosures’
introduces new disclosures relating
to financial instruments and capital
management. The Group has assessed the
impact of HKFRS 7 and the amendment
to HKAS 1 and concluded that the main
additional disclosures will be the sensitivity
analysis to market risk and capital
disclosures required by the amendment of
HKAS 1. The adoptions of the new Standard
and amendment to Standard do not have
any significant impact on the classification
and valuation of the Group’s financial

instruments.

. HK(FRIC) — Int 8 ‘Scope of HKFRS 2’
requires consideration of transactions
involving the issuance of equity
instruments, where the identifiable
consideration received is less than the fair
value of the equity instruments issued in
order to establish whether or not they fall
within the scope of HKFRS 2. The adoption
of this interpretation does not have any
significant impact on the Group’s financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies

(Continued)

2.1 Basis of preparation (Continued)

(a)

(b)

Standards, amendments to Standards and

interpretations effective during the year ended

31st March, 2008 (Continued)

. HK(IFRIC) — Int 10 ‘Interim financial
reporting and impairment’ prohibits the
impairment losses recognised in an interim
period on goodwill and investments
in equity instruments and in financial
assets carried at cost to be reversed at
a subsequent balance sheet date. The
adoption of this interpretation does not
have any significant impact on the Group’s

financial statements.

Interpretations of HKFRS effective during the year

but not relevant to the Group’s operations

The following interpretations to published
Standards are mandatory for accounting periods
beginning on or after 1st April, 2007 but they are

not relevant to the Group’s operations.

o HK(IFRIC) — Int 7 ‘Applying the restatement
approach under HKAS 29, Financial

reporting in hyper-inflationary economies’;

. HK(IFRIC) — Int 9 ‘Re-assessment of

embedded derivatives’; and

. HK(IFRIC)-Int 11 “HKFRS 2 — Group and

treasury share transaction’.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.1

Basis of preparation (Continued)
(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group

The following Standards, amendments to
Standards and interpretations to existing Standards
have been published and are mandatory for the
Group’s accounting periods beginning on or after
1st April, 2008 or later periods, but the Group has

not early adopted them.

. HKAS 1 (Revised) ‘Presentation of Financial
Statements’ requires all owner changes
in equity to be presented in a statement
of changes in equity. All comprehensive
income is presented in one statement
of comprehensive income or in two
statements (a separate income statement
and a statement of comprehensive income).
It requires presenting a statement of
financial position as at the beginning of the
earliest comparative period in a complete
set of financial statements when there are
retrospective adjustments or reclassification
adjustments. However, it does not change
the recognition, measurement or disclosure
of specific transactions and other events
required by other HKFRSs. The Group will
apply HKAS 1 (Revised) from 1st April,
2009.

. HKAS 23 (Revised) ‘Borrowing Costs’
requires an entity to capitalise borrowing
costs directly attributable to the acquisition,
construction or production of a qualifying
asset (one that takes a substantial period
of time to get ready for use or sale) as

part of the cost of that asset. The option of

costs will be removed. The Group will
apply HKAS 23 (Revised) from 1st April,
2009 but is currently not applicable to the

Group as there are no qualifying assets.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HKAS 27 (Revised) ‘Consolidated and
Separate Financial Statements’ requires
non-controlling interests (i.e. minority
interests) to be presented in the consolidated
statement of financial position within
equity, separately from the equity of the
owners of the parent. Total comprehensive
income must be attributed to the owners
of the parent and to the non-controlling
interests even if this results in the non-
controlling interests having a deficit
balance. Changes in a parent’s ownership
interest in a subsidiary that do not result in
the loss of control are accounted for within
equity. When control of a subsidiary is lost,
the assets and liabilities and related equity
components of the former subsidiary are
derecognised. Any gain or loss is recognised
in profit or loss. Any investment retained in
the former subsidiary is measured at its fair
value at the date when control is lost. The
Group will apply HKAS 27 (Revised) from
1st April, 2010.

. HKAS 32 and HKAS 1 (Amendment),
‘Puttable Financial Instruments and
Obligations Arising on Liquidation’
(effective from 1st January, 2009). The
amendment requires some puttable
financial instruments and some financial
instruments that impose on the entity an
obligation to deliver to another party a pro
rata share of the net assets of the entity only

on liquidation to be classified as equity.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HKFRS 2 Amendment ‘Share-based
Payment Vesting Conditions and
Cancellations’ clarifies the definition of
“vesting conditions” and specifies the
accounting treatment of “cancellations” by
the counterparty to a share-based payment
arrangement. Vesting conditions are service
conditions (which require a counterparty
to complete a specified period of service)
and performance conditions (which require
a specified period of service and specified
performance targets to be met) only. All
“non-vesting conditions” and vesting
conditions that are market conditions shall
be taken into account when estimating the
fair value of the equity instruments granted.
All cancellations are accounted for as an
acceleration of vesting and the amount that
would otherwise have been recognised
over the remainder of the vesting period
is recognised immediately. The Group will
apply HKFRS 2 Amendment from 1st April,
2009, but it is not expected to have any

impact on the Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HKFRS 3 (Revised) ‘Business Combination’
may bring more transactions into
acquisition accounting as combinations by
contract alone and combinations of mutual
entities are brought into the scope of the
Standard and the definition of a business
has been amended slightly. It now states
that the elements are ‘capable of being
conducted’ rather than ‘are conducted
and managed’. It requires considerations
(including contingent consideration),
each identifiable asset and liability to be
measured at its acquisition-date fair value,
except leases and insurance contracts,
reacquired right, indemnification assets
as well as some assets and liabilities
required to be measured in accordance
with other HKFRSs. They are income
taxes, employee benefits, share-based
payment and non-current assets held for
sale and discontinued operations. Any
non-controlling interest in an acquiree is
measured either at fair value or at the non-
controlling interest’s proportionate share of
the acquiree’s net identifiable assets. The
Group will apply HKFRS 3 (Revised) from
1st April, 2010.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HKFRS 8 ‘Operating Segments’ replaces
HKAS 14 and aligns segment reporting
with the requirements of the US Standard
SFAS 131, ‘Disclosures about segments
of an enterprise and related information’.
The new Standard requires a ‘management
approach’, under which segment
information is presented on the same basis
as that used for internal reporting purposes.
The Group will apply HKFRS 8 from 1st
April, 2009. The expected impact is still
being assessed in detail by management but
it anticipates that the number of reporting
segments, as well as the manner in which
the segments are reported, will change to
bring in line with the internal reporting
provided to the chief operating decision-

maker.

. HK(IFRIC) — Int 12 ‘Service concession
arrangements’ applies to contractual
arrangements whereby a private sector
operator participates in the development,
financing, operation and maintenance of
infrastructure for public sector services. The
Group will apply HK(IFRIC) — Int 12 from
1st April, 2008 but it is not expected to
have any significant impact on the Group’s

financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HK(IFRIC) — Int 13 ‘Customer loyalty
programmes’ clarifies that where goods or
services are sold together with a customer
loyalty incentive (for example, loyalty
points or free products), the arrangement
is a multiple-element arrangement and the
consideration receivable from the customer
is allocated between the components
of the arrangement using fair values.
HK(IFRIC) — Int 13 is not relevant to the
Group’s operations because none of the
Group’s companies operate any loyalty

programmes.

. HK(IFRIC) — Int 14 ‘HKAS 19 — The
limit on a defined benefit asset, minimum
funding requirements and their interaction’
provides guidance on assessing the limit
in HKAS 19 on the amount of the surplus
that can be recognised as an asset. It
also explains how the pension asset or
liability may be affected by a statutory or
contractual minimum funding requirement.
The Group will apply HK(IFRIC) — Int 14
from 1st April, 2008, but it is not expected
to have any significant impact on the

Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(c)

Standards, amendments to Standards and
interpretations to existing Standards that have
been issued but are not yet effective during the
year and have not been early adopted by the
Group (Continued)

. HKFRS 1 (Amendment), ‘First-time
Adoption of Hong Kong Financial Reporting
Standards’ and HKAS 27 (Amendment),
‘Consolidated and Separate Financial
Statements’ (effective from 1st January,
2009). The amendment requires that certain
additional disclosure should be made
to entity’s first HKFRS separate financial
statement if an entity uses a deemed cost
in its opening HKFRS statement of financial
position for an investment in a subsidiary,
jointly controlled entity or associate in
its separate financial statements. This
amendment does not have any significant

impact on the Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.2

Consolidation
The consolidated financial statements include the
financial statements of the Company and all of its

subsidiaries made up to 31st March.

Subsidiaries are all entities over which the Group has
the power to govern the financial and operating policies
generally accompanying a shareholding of more than
one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the

Group controls another entity.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are

de-consolidated from the date that control ceases.

The purchase method of accounting is used to account
for the acquisition of subsidiaries by the Group. The
cost of an acquisition is measured at the fair value of
the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their
fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of
acquisition over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as goodwill.
If the cost of acquisition is less than the fair value of the
net assets of the subsidiary acquired, the difference is

recognised directly in the income statement.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries
have been changed where necessary in the consolidated
financial statements, to ensure consistency with the

policies adopted by the Group.
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies

(Continued)

2.2

2.3

2.4

Consolidation (Continued)

In the Company’s balance sheet the investments
in subsidiaries are stated at cost less accumulated
impairment losses, if any (Note 2.7). The results of
subsidiaries are accounted by the Company on the basis

of dividends received and receivable.

Segment reporting

A business segment is a group of assets and operations
engaged in providing products or services that are
subject to risks and returns that are different from those
of other business segments. A geographical segment
is engaged in providing products or services within a
particular economic environment that are subject to risks
and returns that are different from those of segments

operating in other economic environments.

Foreign currency translation

(a)  Functional and presentation currency
Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the

Company’s functional and presentation currency.

(b)  Transactions and balances
Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from
the translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognised in the income

statement.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.4 Foreign currency translation (Continued)

(c)

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as

follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate

at the date of that balance sheet;

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the dates of

the transactions); and

(iiiy  all resulting exchange differences are

recognised as a separate component of

equity.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities or operations, and of borrowings
and other currency instruments designated
as hedges of such investments, are taken to
shareholders’ equity. When a foreign operation is
partially disposed of or sold, exchange differences
that were recorded in equity are recognised in the
income statement as part of the gain or loss on

sale.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

25

2.6

Leasehold land and land use rights

The up-front prepayments made for leasehold land and
land use rights are accounted for as operating leases.
They are expensed in the income statement on a straight-
line basis over the periods of the lease, or when there is
impairment, the impairment is expensed in the income

statement.

Property, plant and equipment

Property, plant and equipment other than construction
in progress are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if
any. Historical cost includes expenditure that is directly

attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and
the cost of the item can be measured reliably. All other
repairs and maintenance are charged in the income

statement during the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate their
costs less their residual values over their estimated useful
lives, as follows:
— Buildings 25 to 50 years
— Plant and machinery 5to 10 years
— Furniture and equipment 5to 10 years
— Motor vehicles 5 years
The assets’ residual values and useful lives are reviewed,

and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note
2.7).
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.6

2.7

Property, plant and equipment (Continued)

Construction in progress comprises buildings on which
construction work has not been completed and plant
and machinery on which installation work has not
been completed. It is carried at cost which includes
construction and installation expenditures and other
direct costs less any impairment losses. On completion,
construction in progress is transferred to the appropriate
categories of property, plant and equipment at cost
less accumulated impairment losses. No depreciation
is provided for construction in progress until it is

completed and available for use.

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and

are recognised in the income statement.

Impairment of investments in subsidiaries and
non-financial assets

Assets that have an indefinite useful life or have not yet
been available for use are not subject to amortisation
and are tested annually for impairment. Assets 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).
Assets other than goodwill that suffer an impairment are
reviewed for possible reversal of the impairment at each

reporting date.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.8

29

Financial assets

The Group classifies its financial assets in the following
categories: derivative financial instruments at fair value
through profit or loss and loans and receivables. The
classification depends on the purposes for which the
financial assets were acquired. Management determines
the classification of its financial assets at initial

recognition.

(a)  Derivative financial instruments
The Group’s derivative instruments do not qualify
for hedge accounting. Changes in the fair value of
any derivative instruments that do not qualify for
hedge accounting are recognised immediately in

the income statement.

(b)  Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
included in current assets, except for maturities
greater than 12 months after the balance sheet
date. These are classified as non-current assets.
Loans and receivables are classified as ‘trade and
bill receivables’ and ‘cash and cash equivalents’
in the balance sheet (Notes 2.10 and 2.11).

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work in
progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable

selling expenses.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.10

2.12

Trade and bill receivables

Trade and bill receivables 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 and
bill receivables 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
the receivables. Significant financial difficulties of
the debtors, probability that the debtors will enter
bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators
that the trade receivable is impaired. 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 original effective interest rate.
The amount of the provision is recognised in the income
statement. Subsequent recoveries of amounts previously

written off are credited against the income statement.

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three
months or less, and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities on the

balance sheet.

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
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NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies

(Continued)

2,12

2.13

2.14

Borrowings (Continued)

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.

Trade payables
Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the

effective interest method.

Current and deferred income tax

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company
and its subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts

expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, deferred income tax is not accounted for if it
arises from initial recognition of an asset or liability in
a transaction other than a business combination that at
the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the temporary differences can be

utilised.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.14

2.15

2.16

Current and deferred income tax (Continued)

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable
that the temporary difference will not reverse in the

foreseeable future.

Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction

from the proceeds.

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as
a result of services rendered by employees up to
the balance sheet date. Employee entitlements to
sick leave and maternity leave are not recognised

until the time of the leave.

(ii)  Retirement benefits
The Group participates in various defined
contribution retirement benefit schemes. A
defined contribution plan is a retirement benefit
scheme under which the Group pays fixed
contributions into a separate entity. The Group has
no legal or constructive obligations to pay further
contribution for post-retirement benefits beyond

these fixed contributions.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)
2.16 Employee benefits (Continued)

(i)

(iii)

(iv)

Retirement benefits (Continued)

The schemes are generally funded through
payments to government authorities, insurance
companies or trustee-administered funds. The
Group pays contributions on a mandatory,
contractual or voluntary basis. The Group has no
further payment obligations once the contributions
have been paid. The contributions are recognised
as employment costs when they are due. Prepaid
contributions are recognised as an asset to the
extent that a cash refund or a reduction in the

future payments is available.

Bonus plans

The Group recognises a liability and an expense
for bonuses. It recognises a provision where
contractually obliged or where there is a past

practice that has created a constructive obligation.

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 Group 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 equity over the

remaining vesting period.
The proceeds received net of any directly

capital (nominal value) and share premium when

the options are exercised.
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

217

2.18

Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events;
it is more likely than not that an outflow of resources will
be required to settle the obligation; and the amount has
been reliably estimated. Provisions are not recognised

for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the

same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risk specific to the obligation. The increase in the
provision due to the passage of time is recognised as

interest expense.

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods in the
ordinary course of the Group’s activities. Revenue is
shown, net of value-added tax, returns, rebates and

discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and
specific criteria have been met for each of the Group’s
activities as described below. The amount of revenue
is not considered to be reliably measured until all
contingencies relating to the sale have been resolved.
The Group bases its estimates on historical results, taking
into consideration the type of customer, the type of

transaction and the specifics of each arrangement.

B 7% R R M RE

2

EEEREME (&)

217

2.18

BHE
AEBRCBRENEHMMELERBNZE
REEET RURFTEFERMH
BN EAE 2B LT 5 MEmED
BB THARREEBEER

MEZBHEUESE REEERHR

HERMAIGEIERRBEEETOERNERE

ZE -NEER—-—ETHEAMAEEEMA

*1.159 BB E R A A e BIR -
/R HE R -

=

BREERBARIMNXNABRRELESR
FEX L ERENE ZBAMER
MRS RBEEREELE TR ERR
B & Al o R B O A 2 0 RO BB 4 HE AR
BB -

Uy 355 BB

WHBREAEELERLEEHTOR
E'ﬁiﬁﬂﬁlﬁ’iﬂi¢§cﬁi&ﬂ&’f%ﬂ’ﬂh¥@°
Ui & DA B SR (B B BB R

LA&;ﬁﬁﬁZ!K%I’AﬂWﬁBﬁ%%?éE’U%%E
IR

B8 %TsEmﬂriuﬁZmigg i 1R 7] B
AEBEEMNZERARE W TX
Pt RSB EEBTaFEBHRER -
AEEBRRARE EEMABANEEN
FAREHEEHRRATERRERAEAE
KRR - AEERBEEXE A E
BEEPER RHWARELTHNER
gt e




NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.18

2.19

2.20

Revenue recognition (Continued)

(a)  Sales of goods
Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has accepted the products and
collectibility of the related receivables is

reasonably assured.

(b) Interest income
Interest income is recognised on a time-proportion

basis using the effective interest method.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction, installation or production of 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. All other borrowing costs
are charged to the income statement in the period in

which they are incurred.

Leases

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the
Group has substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases
are capitalised at the lease’s commencement at the lower
of the fair value of the leased property and the present

value of the minimum lease payments.

Each lease payment is allocated between the liability
and finance charges so as to achieve a constant rate
on the finance balance outstanding. The corresponding
rental obligations, net of finance charges, are included
in short-term and long-tern finance lease obligations.
The interest element of the finance cost is charged to the
income statement over the lease period so as to produce
a constant periodic rate of interest on the remaining
balance of the liability for each period. The property,
plant and equipment acquired under finance leases is

depreciated over the shorter of the useful life of the asset
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NOTES TO THE FINANCIAL STATEMENTS

2

Summary of significant accounting policies
(Continued)

2.21

2,22

Operating leases (as the lessee)

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor), including upfront payment made for leasehold
land and land use rights, are charged to the income
statement on a straight-line basis over the period of the

lease.

Contingent assets and contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that an outflow of economic resources
will be required or the amount of the obligation cannot
be measured reliably. A contingent liability is not
recognised but is disclosed in the financial statements.
When a change in the probability of an outflow occurs
so that outflow is probable, it will then be recognised as

a provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more
uncertain events not wholly within the control of the
Group. Contingent assets are not recognised but are
disclosed in the notes to the financial statements when
an inflow of economic benefits is probable. When inflow

is virtually certain, an asset is recognised.
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NOTES TO THE FINANCIAL STATEMENTS

2 Summary of significant accounting policies
(Continued)

2.23

2.24

Financial guarantees

A financial guarantee (a type of insurance contract) is
a contract that requires the issuer to make specified
payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payments when
due in accordance with the original or modified terms
of a debt instruments. The Group does not recognise
liabilities for financial guarantees at inception, but
performs a liability adequacy test at each balance sheet
date by comparing its net liability regarding the financial
guarantee with the amount that would be required if
the financial guarantee were to result in a present legal
or constructive obligation. If the liability is less than
its present legal or constructive obligation amount, the
entire difference is recognised in the income statement

immediately.

Dividend distributions

Dividend distributions to the Company’s shareholders
are recognised as a liability in the Group’s financial
statements in the period in which the dividends are

approved by the Company’s shareholders.

3 Financial risk management

3.1

Financial risk factors

The Group’s principal activities expose it to a variety of
financial risks: market risk (including currency risk, fair
value interest rate risk and cash flow interest rate risk),
credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group's financial performance.
The Group uses derivative financial instruments to hedge
certain risk exposures. Risk management is carried out
by senior management of the Group under policies

approved by the Board of Directors of the Company.
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NOTES TO THE FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
(@)  Market risk

()

Foreign exchange risk

Majority of the subsidiaries of the Company
operates in the People’s Republic of China
(the “PRC”), Hong Kong and Singapore
with most of the transactions denominated
in either Renminbi, Hong Kong dollar,
Singapore dollar or United States dollar.
The Group is exposed to foreign exchange
risk primarily through sales and purchases
transactions that are denominated in a
currency other than the functional currency
of the subsidiaries. The Group considers its
foreign currency exposure is mainly arising
from the exposure of Renminbi against
Hong Kong dollar and/or United States
dollar. As Hong Kong dollar is pegged to
United States dollar, the Group believes
the exposure of transactions denominated
in United States dollar which are entered
by group companies with a functional
currency of Hong Kong dollar to be

insignificant.

The Group manages its exposures to
foreign currency transactions by monitoring
the level of foreign currency receipts
and payments. The Group ensures that
the net exposure to foreign exchange
risk is kept to an acceptable level from
time to time. The Group uses forward
contracts transacted with external financial
institutions to partially hedge against such
foreign exchange risk. The Group also
regularly reviews the portfolio of local and
international customers and the currencies
in which the transactions are denominated
so as to minimise the Group’s exposure to

foreign exchange risk.
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NOTES TO THE FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
(@  Market risk (Continued)

(i)

(ii)

Foreign exchange risk (Continued)

Majority of the Group’s borrowings
(approximately 83% as at 31st March, 2008
(2007: 84%) are denominated in Hong
Kong dollars and United States dollars
while the remaining are denominated in
Renminbi or other currencies. The Group
presently draws borrowings in Hong Kong
dollars, United States dollars or Renminbi
to finance investments in China after
considering, inter alia, future fluctuation in
United States dollars and Renminbi against
Hong Kong dollars and currency mix of
income sources and costs/expenses of the
Group. At present, the management does
not expect that there will be any significant
foreign exchange risk associated with the
Group’s borrowings and the Group did
not use any financial instruments to hedge
its foreign exchange risk arising from the

Group’s borrowings during the year.

At 31st March, 2008, if Renminbi had
strengthened/weakened by 10% (2007:
10%) against Hong Kong Dollars or United
States dollars with all other variables held
constant, profit for the year would have
been approximately HK$863,000 higher/
lower (2007: HK$85,000 lower/higher)
mainly as a result of foreign exchange
losses/gains on translation of cash and
cash equivalents, trade receivables, trade
payables and borrowings denominated in
non-functional currency of the relevant

group companies.

Cash flow and fair value interest rate risk
As the Group has no significant interest-
bearing assets except for the cash and

bank balances, the Group’s income and
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NOTES TO THE FINANCIAL STATEMENTS

3

Financial risk management (Continued)

3.1

Financial risk factors (Continued)

(a)

(b)

Market risk (Continued)

(i)  Cash flow and fair value interest rate risk
(Continued)
The Group’s interest-rate risk arises from
interest-bearing borrowings. Borrowings
issued at variable rates expose the Group
to cash flow interest-rate risk whilst
borrowings issued at fixed rates expose the
Group to fair value interest-rate risk. All
borrowings as at 31st March, 2008 were at
variable rates. The Group has not used any
interest rate swaps to hedge its exposure to

interest rate risk.

At 31st March, 2008, if interest rates on
borrowings had been 10 basis points
higher/lower (2007: 10 basis points) with
all other variables held constant, post-
tax profit for the year would have been
approximately HK$262,000 (2007:
HK$240,000) lower/higher, mainly as a
result of higher/lower interest expense on

floating rate borrowings.

Credit risk
The credit risk of the Group mainly arises from
trade receivables, deposits with banks and

financial institutions.

Credit risk on trade debtors is managed by the
management of the individual business units
and monitored by the Group’s management on a
group basis. Most of their customers are sizable
and renowned with low credit risk. For other
smaller customers, management assesses their
credit quality by considering its financial position,
past experience and other relevant factors. The
utilisation of credit limits is regularly monitored.
Debtors with overdue balances will be requested

to settle its outstanding balance.
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NOTES TO THE FINANCIAL STATEMENTS

3

Financial risk management (Continued)

3.1

Financial risk factors (Continued)

(b)

(©

Credit risk (Continued)

The Group has policies that limit the amount
of credit exposure to any financial institutions.
The Group’s bank deposits are all deposited in
renowned and established banks or financial
institutions in Hong Kong, Singapore and the
PRC. Management considers that the credit risk
associated with deposits with banks and financial

institutes is low.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and the availability of
funding through an adequate amount of committed
credit facilities. Due to the dynamic nature of the
underlying businesses, the Group’s management
aims to maintain flexibility in funding by
maintaining availability under committed credit

lines.

Management monitors rolling forecasts of the
Group’s liquidity reserve which comprises
undrawn banking facility (Note 31) and cash
and cash equivalents (Note 20) on the basis of

expected cash flow.
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NOTES TO THE FINANCIAL STATEMENTS

3

Financial risk management (Continued)
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3.1 Financial risk factors (Continued) 31 BBRABEER (&)
© Liquidity risk (Continued) © FHEBELERE (&)
The table below analyses the Group’s and the TRERBEEAZAHMIHAA
Company’s financial liabilities into relevant ZHRGHPEEAEBRBRARRZ
maturity groupings based on the remaining period B EAEITHERE AR D -
at the balance sheet to the contractual maturity ERABRBZSBERAKNMAR
date. The amounts disclosed in the table are the BOMBReRE BRMRNEEY
contractual undiscounted cash flows. Balances PER AR+ ZEAANFTEE
due within 12 months equal their carrying Nz #EHREERERAE-
balances, as the impact of discounting is not
significant.
Less than Between Between
1year 1and2years 2and5years Over5 years
DRIE NFIEFE A F2EF BiB5F
HK$'000 HK$'000 HK$'000 HK$'000
TET TEIT TEIT TET
Group 58
At 31st March, 2008 R-BENF
=ZH=+—H
Borrowings BE 197,854 61,292 46,189 159
Finance lease obligations g RNE 2,447 804 — —
Trade and bill payables B HRMNERK
=g 141,406 — — _
Other payables H i & 1 5% 39,982 — — —
Interest payable J& 15 1) & 9,247 2,308 1,311 26
390,936 64,404 47,500 185
At 31st March, 2007 R-BZLHF
=Z=HA=+—H
Borrowings BE 172,529 54,279 52,494 201
Finance lease obligations RN ER 2,565 2,124 734 —
Trade and bill payables B HRNER R
RE 154,211 — - —
Other payables H i & {4 5% 10,681 — — —
Interest payable JE 1~ 1) & 12,303 4,786 2,466 31
352,289 61,189 55,694 232
Company |
At 31st March, 2008 R-ZZEZBNF
=A=+-—H
Other payables H th J& 73R 9 — — —
Amounts due to subsidiaries JRE {1 B B8 22 F)
25 — — — 97,666
9 — — 97,666
At 31st March, 2007 R-BELHF
=A=t-—H
Other payables 4 pE 5 2R 4 — — —
Amounts due to subsidiaries J& <1 B &8 X =]
HOA — — — 85,703
4 i = 85,703




NOTES TO THE FINANCIAL STATEMENTS

3

Financial risk management (Continued)

3.2

Capital Risk Management

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an

optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new

shares or sell assets to reduce debt.

The Group monitors capital on the basis of the net
gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total borrowings
(including current and non-current borrowings, finance
lease obligations as shown in the consolidated balance
sheet) less cash and cash equivalents. Total capital is
calculated as ‘equity’, as shown in the consolidated

balance sheet.

During 2008, the Group’s strategy, which was unchanged
from 2007, was to maintain a net gearing ratio less than
75%. The net gearing ratios at 31st March, 2008 and

2007 were as follows:

Bank borrowings (Note 21) HRITRE (3E21)

Bill payables NS |
Finance lease obligations B R B
(Note 22) (Fft &£22)
Total borrowings BB A
Less: Cash and cash equivalents 3 * B & RIR & F{E
(Note 20) (Pt 5£20)
Net debt &% F 5
Total equity PR A #E 25 4B R
Net gearing ratio FRERX
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RoFENEER - NAREZH (A
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2008 2007
HK$'000 HK$'000
FET FHT
305,494 279,503
8,830 16,659
3,251 5,423
317,575 301,585
(125,632) (107,043)
191,943 194,542
433,159 375,078
44% 52%
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NOTES TO THE FINANCIAL STATEMENTS

3

Financial risk management (Continued)

3.3

Fair value estimation

The carrying amount of the Group’s financial assets
including cash and cash equivalents, trade and bill
receivables, prepayments and deposits and financial
liabilities including trade and bill payables, accruals
and other payables and short-term bank borrowings,
approximate their fair values due to their short-term

maturities.

The carrying values less impairment provisions of
trade receivables and payables are a reasonable
approximation of their fair values. The fair value of non-
current borrowings for disclosure purposes is estimated
by discounting the future contractual cash flows at the
current market interest rate that is available to the Group
for similar financial instruments. The fair values of non-

current financial liabilities are disclosed in Note 21.

Critical accounting estimates and judgements

Estimates and judgments 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.
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NOTES TO THE FINANCIAL STATEMENTS

4  Critical accounting estimates and judgements
(Continued)

(@

(b)

Useful lives and residual values of property, plant
and equipment

The Group’s management determines the estimated
useful lives, residual values and related depreciation
charges for its property, plant and equipment. This
estimate is based on the historical experience of the
actual useful lives and residual values of property,
plant and equipment of similar nature and functions.
Management will increase the depreciation charge
where useful lives are less than previously estimated lives
and it will write-off or write-down technically obsolete
or non-strategic assets that have been abandoned or
sold. Actual economic lives may differ from estimated
useful lives and actual residual values may differ from
estimated residual values. Periodic review could result
in a change in depreciable lives and residual values and

therefore depreciation expense in future periods.

Impairment of property, plant and equipment,
leasehold land and land use rights

Property, plant and equipment, leasehold land and land
use rights are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. The recoverable amount
is determined based on value-in-use calculations or
market valuations. These calculations require the use of

judgements and estimates.
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NOTES TO THE FINANCIAL STATEMENTS

4

Critical accounting estimates and judgements
(Continued)

(b)

(0

(d)

Impairment of property, plant and equipment,

leasehold land and land use rights (Continued)

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset
values may not be recoverable; (ii) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs to sell
or net present value of future cash flows which are
estimated based upon the continued use of the asset in
the business; and (iii) the appropriate key assumptions to
be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present
value used in the impairment test and as a result affect
the Group’s financial condition and results of operations.
If there is a significant adverse change in the projected
performance and resulting future cash flow projections,
it may be necessary to take an impairment charge to the

income statement.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and variable selling expenses. These
estimates are based on current market conditions and
the historical experience of manufacturing and selling
products of a similar nature. It could change significantly
as a result of changes in customer taste and competitor
actions in response to industry cycles. Management

reassesses these estimates at each balance sheet date.

Trade receivables

The Group’s management determines the provision for
impairment of trade receivables based on an assessment
of the recoverability of the receivables. This assessment
is based on the credit history of its customers and other

debtors and current market conditions, and requires

reassesses the provision at each balance sheet date.
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BEYREFEAZEEMNFEZARES
MZFREzRSE RN EERS
REAKFEAZABERIBEZSER
ERBARGEHAEBEMNEAR - R
HAERERSE LR ERNEEERER
MzBRE BEMRANELRESREE
BEE AJeERENRRERZFER
BEEREAFETALTYEESE UK
MAREERE -BEBAREKEAR
BARBESRAAEERTFBER -
AEFERKERTZ2REER -

FEUSREE
FEAERFEEAFEBEAESEN
BT IRAREERX - ARG
RBRITH N KB ERE R B EHUE
M EBmIEL - MG ATERTR
AR &5 3 85 FHRTRMREF AR
MEEMERERESH -EEERNEHE
HHEMFELSEE -

H 5 B

AEBEREERER S ERWERRZ M
AU B FR S % WORET IR R - %
EXEDRBEEPREMERABRER
ERAUR BTSRRI AKHEEE
HAE Gt - ERENSAEREN




NOTES TO THE FINANCIAL STATEMENTS

4  Critical accounting estimates and judgements
(Continued)

(e)

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant judgement is required in
determining the worldwide provision for income taxes.
There are many transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the current and deferred income
tax provisions in the period in which such determination
is made. Deferred income tax assets relating to certain
temporary differences and tax losses are recognised
when management considers it is likely that future
taxable profits will be available against which the
temporary differences or tax losses can be utilised. When
the expectations are different from the original estimates,
such differences will impact the recognition of deferred
income tax assets and income tax charges in the period

in which such estimates are changed.

5  Segment information

(@

(b)

Revenue is analysed as follows:

Sales of packaging materials,

labels, paper products and MBEE M
environmentally friendly IRIRE M
products

Others Hth

Primary reporting format — business segment

The Company is an investment holding company. lIts
subsidiaries are principally engaged in the printing and
manufacturing of packaging materials, labels, paper

products, and environmentally friendly products. No

HEBRME  RH

B 7% R R M RE

4

5

ERERHEFTRAE (8)

(e)

&8
AEBEBHRETRERRH B - FE
HEARASMREHROMSHBBELERXN
MHE - -NATBEBBREDEREZ RE
BMERKRRBAIRGRFAE - AKEZ
ERAYMBINHAMERBARE =
REENBBR - WZEEFEIRERB
ERENTLHZEBIR BHER
BEEELHEE ZHBRRNZEHREE
ERBEE - HERERBRRERD R
MABEHHERMEERARERBER
THRK AEEREETERMEEZR
BRZEEHEERHIEER - i 8 H
EREAREZEEIR EHEZRSY
FRAMELREH 2 BRANELEREE
RIS RAEX ZERBERTE -

2 HER

(@

(b)

BAZDHWT:
2008 2007
HK$’000 HK$’000
TER FAT
1,158,913 1,116,374
11,704 11,647
1,170,617 1,128,021

FEIRHEE — KK DA

RRRT—REEZERDF - EHELQA
TEREFORRNESREMH BH -
MEHRERRER BARAKEEZA
BE HEREEHOKRIODEBEREDR

85

business segment information is provided as substantially
all of the assets, sales and contribution to the Group’s
results are attributable to the printing and manufacturing
of packaging materials, labels, paper products and

environmentally friendly products.

REEERMH B8 AHEERER
RER AL EZINREBIEEHR -
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5  Segment information (Continued)

B % SRR M RE

5 Z2EHER (&)

(c) Secondary reporting format — geographical 0 REBEBIBHRE —HESI
segments
The Group primarily operates in Hong Kong, the PRC AEBETEREE FERIMELS
and Singapore. E i
An analysis of the Group’s revenue and profit for the REBEZWESE D 2 WA RKRR B R
year attributable to the equity holders of the Company is BEAFRNEGERFNZOMET
as follows:
Revenue Profit for the year
WA FREMLER
2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000
FHET FET FET TET
— Hong Kong and the PRC  — & & b 501,670 488,078 22,854 9,981
— South East Asia — Rk 140,462 142,799 9,522 12,754
— US.A. — % 325,892 339,482 7,450 6,101
— Europe — BUM 154,702 115,353 2,645 2,724
— Others — EAftb 47,891 42,309 1,643 981
1,170,617 1,128,021 44,114 32,541

Revenue by geographical location is determined by the

destination of shipments/deliveries of merchandise.

An analysis of the total assets and capital expenditure by

geographical segment is as follows:

Total assets

NEE D ZRA - HREERMTEZ
B HY MR E

BRUWEEONBREERERAHAIZ DM
LN

Capital expenditure

HEE BEABMX
2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000
FTEx FHET FHER FHET
— Hong Kong and the PRC  — & i & 900,796 813,489 66,527 72,303
— Singapore — N 103,195 85,324 1,408 1,686
1,003,991 898,813 67,935 73,989

Total assets and capital expenditure are allocated based

on where the assets are located.

REENBARAXIREEMELRE D -
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6  Other gains — net

Net exchange gains

Net loss on disposal of property, plant and
equipment

Gain on disposal of other non-current assets

Others

7  Expenses by nature

Raw materials and consumables used

Changes in inventories of finished goods and work
in progress

Sub-contracting charges

Repairs and maintenance

Freight and transportation

Employment costs (including directors” emoluments)
(Note 9)

Operating lease rentals of premises charged by

— third parties

— related parties (Note 32)
Provision for impairment of receivables
Write-down of inventories
Amortisation of leasehold land and land use rights
Depreciation of other property, plant and equipment

— owned assets

— assets held under finance

leases

Auditor’s remuneration
Other expenses

6 Htlzm— F8E
2008 2007
HK$’000 HK$’000
FHET FAT
E 5 S FER 2,750 414
HEME BERXEZ
BB FE 1,110) 1)
HEEMIERBDEEMRE 319 —
HAb 23 —
1,982 393
7 EBEMBEEIZEX
2008 2007
HK$’000 HK$’000
FHET FAET
R R R R G E B 619,276 581,327
BRMMNTEERTEEE
(981) 1,357
MIEHR 19,287 40,302
BIERE 13,090 11,609
B E A 36,931 36,054
BIRK (BRIEEEMSE)
(FF3%9) 239,719 223,817
HRAMmELSELZN
e ¥
—F=& 9,696 12,255
—BEAL (FTFE32) 58 58
FE W BR ROR B B 3,223 19,280
FERE 2,720 2,344
T E £ Hb K 1t {55 A A 4 6 695 487
EWE BMERREZTE
—BEBEEE 60,944 54,880
— UM BRORECEE
959 2,580
ZE M & 2,062 1,674
HiAX 92,503 81,461
1,100,182 1,069,485
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The Group has arranged for its Hong Kong employees to join
the Hong Kong Mandatory Provident Fund Scheme (the “MPF
Scheme”), which is a defined contribution scheme managed
by independent trustees. Under the MPF scheme, each of
the Group (the employer) and its employees make monthly
contributions to the scheme at 5% of the employees’ earnings
as defined under the Hong Kong Mandatory Provident Fund
legislation. The monthly contributions of each of the employer
and the employee are subject to a cap of HK$1,000 and

thereafter contributions are voluntary.

B 7% R R M RE

8  Finance costs — net 8 ®MERE—FHE
2008 2007
HK$’000 HK$’000
FHERT TET
Interest expense on bank loans wholly repayable BARAFRNEZEEERZ
within five years BRA B 16,277 17,912
Interest expense on bank loans not wholly repayable 2, RnA i AEHEREZ
within five years B A B 23 5
Interest element of finance leases Br i 2 4 Z Fls! 223 534
Interest income from bank deposits I RAIE Llﬁl?\ (1,247) (1,147)
15,276 17,304
9  Employment costs (including directors’ 9 BINK(BEESM)
emoluments)
2008 2007
HK$’000 HK$'000
FET FET
Salaries, wages and allowances e ITENMER 210,645 196,571
Discretionary bonus BEREZIEL 8,271 8,973
Pension costs — defined contribution plans RIRBA — RE RS 10,049 10,570
Provision for long service payments RERB 22 EBE 1,700 —
Share-based payments A& 5 52 1< Bl & 410 161
Other welfare and benefits BT HAMBEF 8,644 7,542
239,719 223,817

AEBEEREREIZMAGUERESFE
(e8] Ze RN EHRRLABIL
EEAEE RERBESHE A%E(ED)
&EEEHf#ﬁkﬁﬂ%aﬁ?ﬁ)\%(%E%ﬁ%\l'l‘i
REEF GO ZER) Z25% ° MAKE KB
BEHFERZ LRHER1,0008 7T BB LR
HHH B AR -
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Employment costs (including directors’

emoluments) (Continued)

As stipulated by rules and regulations in the PRC, Group
companies operating in the PRC contribute to state-sponsored
retirement plans for their employees. The employees contribute
approximately 8% to 11% of their basic salaries, while the
group companies contribute approximately 11% to 32%
of the basic salaries of their employees and have no further
obligations for the actual payment of pensions or post-
retirement benefits beyond the annual contributions. The
state-sponsored retirement plans are responsible for the entire

pension obligations payable to retired employees.

As stipulated by rules and regulations in Singapore, the Group
company operating in Singapore contributes to the Singapore
Central Provident Fund, a statutory pension scheme. During the
period from April 2007 to June 2007, the group company and
its employees contribute 20% and 13% of the basic salaries
of the employees, respectively. With effect from Tst July, 2007,
due to the changes in regulations in Singapore, the employees
contribute at a rate ranging from approximately 5% to 20% of
their wages, while the group companies contribute at a rate
ranging from approximately 5% to 14.5% of the wages of their
employees. The employer’s and employees’ contributions are
subject to a cap of monthly earnings of SGD4,500 (equivalent
to approximately HK$24,000).

B 7% R R M RE

BETRA (BEESEHE) (@)

REFBEER AEERTFEAEEZARAR
HEBRY AR EHRLHERKEBHRIK
2R3 BIZHFEONRELRH  Z8%E
M% MAEERRZERBORZEERR
Fo211%=E32% - MR FEHRRN - ZR A
HERNRARENRIERREEMNTS X H
BEMEE - ZEHEREBARKS G S %
FEUHRKAEENMERKEAE-

BB MEER  REERTMBEBEBZS
RAIBRRE—EARATRABEAETRIK
S8 T FMAEZ_TTLFAAH
M SERARREREZERES A AZER
EXFHS220%K13% HA_ZTET+LF+A—
HiE BRIFNEBRIEG  EEHRBERS
©ZHI5%E20% MEBRARZHAEEZES
HFe2H5%2145%  EEREBEHRZ L
R A& & A 4 A4,500%7 i3 7T (A8 55 7 4924,000
EIT) o
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10 Directors’ and senior executives’ emoluments

(@ Directors’ emoluments

Bt % SRR M RE

The remuneration of each director of the Company for
the years ended 31st March, 2008 and 2007 is set out

below:

Name of Director

Executive Directors

Mr. Lam Kwong Yu

Ms. Yeung Chui

Mr. Tai Tzu Shi, Angus

Mr. Cheung Chi Shing, Charles

Mr. Lim Pheck Wan, Richard (Note(i))

Non-Executive Director

Mr. Christopher James Williams

EEpg

WITES
MRS &
BRI
HAEEE
REK S E
PRUARE 58 A& (BT EEG))
FHNTES

Christopher James

(Notefii)) Williams % 4
(Bt i)
Independent Non-Executive Directors BAUFRTES
Mr. Chan Yue Kwong, Michael BR¥af
Mr. Kwok Lam-Kwong, Larry, 2B -
BBS, JP BBS, X F# 1
Mr. Tam King Ching, Kenny ERIEfE
Notes:
(i) Appointed on 28th September, 2007

(i) Retired on 28th August, 2007

10 EERERTRAENS
@ ESMS

—EENFR-_ZTLF=HA=1T—H

TFEREEZHMeFBNT

Pension
costs-defined
Discretionary ~ contribution  Share-based
Salaries and bonuses plans payments
Fees allowances BHRE B F— B#& XA Total
ne FERER AL REMRGE e st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FiER FER FET FET FERT
138 2,940 248 66 81 3,473
88 2,908 201 60 65 3,322
88 1,104 94 29 27 1,342
88 1,398 126 37 27 1,676
45 1,116 100 — 27 1,288
174 — — — — 174
260 — — — — 260
150 — — — — 150
150 — — — — 150
1,181 9,466 769 192 227 11,835
B &

(i)

(i)

RZZEELFAAZZTNBZEHE

RZZBZELENATNARE
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10 Directors’ and senior executives’ emoluments 10 EERSRTHRAEMS (BE)
(Continued)
(@ Directors’ emoluments (Continued) @ E=Me (&)
Pension

costs-defined

Discretionary contribution Share-based
Salaries and bonuses plans payments
Fees allowances BHRE BRELA— BB AT Total
Name of Director EEHR fik HeRER ZIAL REHREE e st
HK$000 HK$000 HK$000 HK$000 HK$/000 HK$000
FHExT FET FET FET FET FET
Executive Directors WITES
Mr. Lam Kwong Yu AR I 5 A 138 2,940 70 66 32 3,246
Ms. Yeung Chui BRIt 88 2,924 62 51 25 3,150
Mr. Tai Tzu Shi, Angus HAEBELE 88 1,104 45 29 1 1,277
Mr. Cheung Chi Shing, Charles K&K ST A& 88 1,398 59 37 1 1,593
Non-Executive Director FMITEE
Mr. Christopher James Williams Christopher James
Williams %t 4 260 — — — — 260
Independent Non-Executive Directors BUIRITES
Mr. Chan Yue Kwong, Michael PRI S & 260 — — — — 260
Mr. Kwok Lam-Kwong, Larry, SOIE -
BBS, JP BBS, A F#+ 150 — — — — 150
Mr. Tam King Ching, Kenny EHIELLE 150 — — — — 150
1,222 8,366 236 183 79 10,086
The share-based payments represent charges to the BWBRESDS N GRTE  BRHN
income statement of the fair value of the share options e RhEREREBERESS ZTH
under the share option scheme measured at the REBHARAFERRERPIERS -
respective grant dates, regardless of whether the share
options are or will be exercised or not.
No director waived any emolument during the year ZTEENF=ZA=T-HLEFEAHRE

ended 31st March, 2008 (2007: Nil). EERWAMNNES (ZEZLF E) -
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10 Directors’ and senior executives’ emoluments

11

(Continued)

(b)  Five highest paid individuals
The five individuals whose emoluments were the highest
in the Group include all (2007: four) directors whose

emoluments are reflected in the analysis presented

Bt % SRR M RE

10 EERERITHRAEHE (&)

b)) EEUESHFAL
Tfum@HFALH 2B (T LF:
M) R/EARRES EBEHR L
DS BN ENMEEHTA

above. The emoluments paid/payable to the remaining T
individual were as follows:

2008 2007
HK$’000 HK$’000
FERT FHET
Basic salaries and allowances BEARH & KoEEL — 1,112
Discretionary bonuses B HRE 2 IEL — 45
Share-based payment &5 2 1 Bl & — 11
— 1,168

(©) During the year ended 31st March, 2008, no emoluments
were paid by the Company to any of the directors or the
five highest paid individuals as an inducement to join or
upon joining the Group or as compensation for loss of
office (2007: Nil).

Income tax expense

The Company is exempted from taxation in Bermuda until
2016. The Company’s subsidiaries established in the British
Virgin Islands are incorporated under the International Business
Companies Acts of the British Virgin Islands and, accordingly,

are exempted from British Virgin Islands income taxes.

Hong Kong profits tax has been provided at the rate of 17.5%
(2007: 17.5%) on the estimated assessable profit arising in or

derived from Hong Kong.

Subsidiaries established and operated in the PRC are subject
to the PRC Enterprise Income Tax at rates ranging from 15% to
27% during the year (2007: 15% to 27%). In accordance with
the applicable law and regulations, the Group’s subsidiaries
established in the PRC as wholly foreign owned enterprises
or contractual joint ventures are entitled to full exemption
from Enterprise Income Tax for the first two years and a 50%
reduction in Enterprise Income Tax for the next three years,

commencing from the first profitable year or 1st January, 2008

11

0 RZZEZENF=ZA=+—HLEFER"
BEAENEEFASEEHFZIAMALX
NHEERBBEMALAEE Z BRE =N
EREXRERBRUZEE (T LF:
&)

Fri&BiB
RARERRBMERERE EE-2—A
FRIE - AREREE B R B SRS K
BARADREXBEBRHERAREHAR S
EMARYL - Bt EREHARBRBRES
AT Bl -

BB BB AR EI75%( - FE £
17.5%) 4 40 S T 2 1 £ R 3R B
B -

ERBRIREEZHBRRARANFE AR
15%%27% (Z T T L F 1 15%227%) B T H
MP BN RS - BRIBBBRIEASRT
BRZEAEEEFRRKRLNNBE QR BING
BECERRNIEGELE BHECEEBAFE
FTBREEBARBBEEED S EEFRFEK
—ETNF-A AR URLEEAE) B
MEAERECHFTEEMESHR mMEB=FA
b E

whichever is earlier, after offsetting unexpired tax losses carried

forward from previous years.
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11

Bt % SRR M RE

Income tax expense (Continued) 11 FEHEX (&)
On 16th March, 2007, the National People’s Congress approved RZZEZLEF=ZAT B 2BRARKRRKRE
the Corporate Income Tax Law of the People’s Republic of mBPEARAMBECEMGEE (¥R
China (the “new CIT Law”). For foreign invested enterprises BRED R-TEELFRZAHEN25%DE
established in the PRC which are subject to income tax rate FEMEGMT AR PEKNIIIEREDRE
lower than 25% in 2007, their corporate income tax rate will RZEENF —ZTETNF —ZZT—ZFTFE=
be changed to 18%, 20%, 22% and 24% in 2008, 2009, E-—FHELCEMBSRED B R R18% -
2010 and 2011 respectively. 25% standard rate will apply 20% ~ 22%K24% - WS T — ZF L —
from year 2012 onwards. For enterprises which are subject TR R25% ° EBBAEHEERN25%
to tax rate higher than 25%, 25% standard rate will apply in RIZZENFHRRBZEEREH25% - %
2008 onwards. The new CIT Law has provided grandfathering iM% REREEETFTHEE_ZSZTLF
treatments to foreign investment enterprise established before ZATRBZARLIZIERECE - E-F
16th March, 2007, which allows unused tax holidays to be SENFREEZEREREABEEHRAL -
carried forward to 2008 and after until expiry. The gradual BN E A& R15%IK FIE N E25%0 # 58& =
increase of the tax rate from 15% to 25% will overlay with any ZEERR -FAGCENBE_ZSZTN\FAHM
unused holidays. All entities are required to start utilisation of BREABBRR -
tax holiday in year 2008.
The subsidiary established in Singapore is subject to Singapore BT AN A S 2 B BB B AR T N3 R4S B A R
Corporate Income Tax at a rate of 18% (2007: 18%). 18% (ZZTHF : 18%) BMF M b ET
The amount of taxation charged to the consolidated income REFEWRRERPHGRAOBIRERE
statement represents:
2008 2007
HK$’000 HK$’000
THET FHET
Current income tax expense BUERPR 1S B 7 X
— Hong Kong profits tax — BEMNER 9,698 5,724
— PRC Enterprise Income Tax — R EMER 1,226 2,949
— Singapore Corporate Income Tax — M ERE 3,130 3,055
14,054 11,728
Deferred income tax (Note 24) IEEFTSHE (P 7E24) (1,027) (2,644)
13,027 9,084
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11 Income tax expense (Continued)
The tax on the Group’s profit before income tax differs from the
theoretical amount that would arise using the weighted average

tax rate applicable to profits of the group companies as follows:

Bt % SRR M RE

11 FEHMx (&)
RAEEZBBAEMNSE R ERKALAE
BARRERR METHREHEZ BHS
WEEZRE HYWEMT

2008 2007
HK$’000 HK$’000
FERT FET
Profit before income tax & 154 A g A 57,141 41,625
Tax calculated at domestic tax rate applicable to &R B R,/ H[& 2 i@ A F15 B R
profits in the respective countries/jurisdictions HFE AT 12,286 6,693
Income not subject to tax EARBEA (290) (152)
Expenses not deductible for tax AR 7,402 2,578
Deferred tax assets not recognised RERZ BTSN EE 183 675
Utilisation of previously unrecognised FRANRAERER
deferred tax assets IRIEFTIS T & B (6,554) (710)
Tax charge ks 2 A 13,027 9,084

The weighted average applicable tax rate was 22% (2007:
16%). The increase is caused by the change in the profitability,
increase in tax rate in the PRC and the expiry of tax holiday in

the Group’s subsidiaries.

12 Profit attributable to the equity holders of the
Company
Profit attributable to the equity holders of the Company is dealt

with in the financial statements of the Company to the extent of
approximately HK$36,369,000 (2007: HK$Nil).

RAZMEFHHERR%(ZEELEF:
16%) » L& 0 =2 M 70E M B & - h B 2 &
BMERAEENBRARZENRBESETLE -

12 RAAEBFEARGERT

AABEFRBFEARGEEANEREARGRE
M B IR 2 3% | A 4936,369,0008 7T (Z T T+
T
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13 Earnings per share
Basic
Basic earnings per share is calculated by dividing the Group’s
profit attributable to the equity holders of the Company by the
weighted average number of ordinary shares in issue during the

year.

Profit attributable to the equity holders of the

Company (HK$’000) (F&T)

Bt % SRR M RE

13

BRAN

B2
SREARFRFARARAESEAAEN
ERRBETERBMETUE -

RRREETE AESEE

Weighted average number of ordinary shares in 2 21T @& Mg FHE (FAR)

issue (‘000)

Basic earnings per share (HK cents)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
assuming conversion of all dilutive potential ordinary shares.
Shares issuable under the employee share option scheme are
the only dilutive potential ordinary shares. A calculation is
made in order 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 the
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.

Profit attributable to the equity holders of the
Company (HK$'000) (F#&T)
Weighted average number of ordinary shares in

issue ('000)
Adjustments for share options (‘000)

Weighted average number of ordinary shares for

diluted earnings per share (‘000)

Diluted earnings per share (HK cents)

FRERAF GEIL)

Bz BE (TR)

BRESERN GBI

2008 2007
44,114 32,541
429,505 429,476
10.27 7.58

e
FhREBRANDHBRMEEAEETENLR
BRESGARCHRITERBRMELSHEGE -
RIZEREE A TRIT 2D B — SR
SEME 2 EEEBR G EIEREARITRE
BRhEMMNTSRAERZEREE TEATE
(BRARBRMFHERTEEE ) WEZ RO
HE- LAFEZRNEE FRBRRITEBRK
RMEEETZROBB LR -

RRREETE AELEF

BB EBRBMNEFE (TR)

st E S REE & R P A A A
R (TR

2008 2007
44,114 32,541
429,505 429,476
556 40
430,061 429,516
10.26 7.58
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14

Dividends 14 RE
2008 2007
HK$’000 HK$’000
FERT TET
Interim dividend — HK$0.015 hERR S — B .510
(2007: HK$0.015) per share (ZZ2ZLF - §REB15W) 6,442 6,442
Proposed final dividend — HK$0.015 R R HBAR B — T RB 1 54U
(2007: HK$0.015) per share “ERRLF SRE¥150) 7,745 6,442
14,187 12,884
At a meeting held on 18th July, 2008, the directors proposed a R-ZZBENFLtA+N\REBRESEET =
final dividend of HK1.5 cents per share, amounting to a total BRERERBRE  BREB15L - REHARE
dividend of approximately HK7,745,000, to be approved by the #97,745,0008 7T - ISR EERRBEFAGIRE
Company’s equity holders at the Company’s upcoming Annual RRAERBEAEASET  BERTKRBRER
General Meeting. This proposed final dividend has not been BE-ZZN\F=ZA=+-RAZEAUB®RE
reflected as a dividend payable in these consolidated financial WERRBENKRE B ERE_TZF
statements as at 31st March, 2008, but has been reflected as an NFZA=Z+—BHLEFEAUDRFEH DR
appropriation of distributable reserves during the year ended
31st March, 2008.
The amount of proposed final dividend for 2008 was based on “ERN\FREAPRERRBE-_ZZNFL

516,355,186 shares in issue as at 18th July, 2008. A+ N\BERB#ETRAS16,355186 IRt & -
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15

Leasehold land and land use rights
The Group’s interests in leasehold land and land use rights

represent prepaid operating lease payments and their net book

amounts are analysed as follows:

In Hong Kong held on:
Leases of between 10 to 50 years

In PRC held on:
Land use rights of between 10 to 50 years

Beginning of the year
Additions

Amortisation
Translation adjustments

End of the year

Amortisation expense recognised in the consolidated income

statement is analysed as follows:

Cost of sales
General and administrative expenses

At 31st March, 2008, leasehold land with a total net book
amount of approximately HK$2,053,000 (2007: HK$2,110,000)

was pledged as collateral for the Group’s banking facilities (Note

3.

15 HEITHRIHERRE

AEBPREEL R L EBENRERIEEAN
KEHERBREREFE SO T

2008 2007
HK$’000 HK$’000
FTER FHET
REBRHE
N F10E504F 2 4 3,283 3,370
R BERE :
105 =504 2 - b F A # 27,256 24,974
30,539 28,344
2008 2007
HK$’000 HK$’000
FTERT FHET
FH) 28,344 26,413
& 712 1,519
55 (695) (487)
EH A 2,178 899
F 30,539 28,344

NEEWERPERZHEEFRS DFWT

2008 2007
HK$’000 HK$’000

FHT FH T

5 AR 96 88
— B RITHAX 599 399
695 487

F£31) ©

R-ZETZNF=ZA=Z+—"HBHEBEFED
2,053,000 7L (ZFTZ L4 2,110,000/ 7T ) 2
HETREREBRITEER M BEMR (M
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16 Property, plant and equipment

At 1st April, 2006
Cost
Accumulated depreciation

Net book amount
Year ended 3 1st March, 2007

Opening net book amount
Additions

Depreciation

Disposals

Transfers

Translation adjustments

Closing net book amount

At 31st March, 2007
Cost
Accumulated depreciation

Net book amount
Year ended 31st March, 2008

Opening net book amount
Additions

Depreciation

Disposals

Transfers

Translation adjustments

Closing net book amount
At 31st March, 2008
Cost

Accumulated depreciation

Net book amount

RZZEERFEMNA—H
B AN
B E

fREDFE

BHE-ZTTtF
ZA=+—BLEFE

FYER@mFE

NE

neE

HE

F

ERAE

FREMFE

RIEZELHE=A=1+—H
XA
2t E

REFE

BE-TTN\4E
“A=+—BLEE
FNREFE

RE

neE

e

[

EH AR

FREMFE
RZBZEN\F=ZA=+—H
XA

2t E

fREFE

Bt % SRR M RE

16 VE -BERKRE

Plantand  Furniture and Motor  Construction
Buildings machinery equipment vehicles in progress Total
’F e KARRME BE ERIR st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
118,271 519,471 49,063 12,939 53,748 753,492
(16,023) (277,598) (31,551) (9,416) — (334,588)
102,248 241,873 17,512 3,523 53,748 418,904
102,248 241,873 17,512 3,523 53,748 418,904
7,884 38,164 2,167 1,644 24,130 73,989
(4,051) (46,856) (5,138) (1,415) — (57,460)
- (M (2) (168) — (171)
28,155 47,172 — — (75,327) —
3,389 7,537 469 149 1,211 12,755
137,625 287,889 15,008 3,733 3,762 448,017
158,030 617,206 52,024 14,115 3,762 845,137
(20,405) (329,317) (37,016) (10,382) — (397,120)
137,625 287,889 15,008 3,733 3,762 448,017
137,625 287,889 15,008 3,733 3,762 448,017
342 58,782 2,673 1,134 5,004 67,935
(5,928) (49,337) (5,264) (1,374) — (61,903)
— (1,411) — — — (1,411)
4,458 38 — — (4,496) —
9,004 16,989 851 99 419 27,362
145,501 312,950 13,268 3,592 4,689 480,000
172,932 700,923 56,536 15,553 4,689 950,633
(27,431) (387,973) (43,268) (11,961) — (470,633)
145,501 312,950 13,268 3,592 4,689 480,000
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16 Property, plant and equipment (Continued)

(@)

Depreciation expense recognised in the consolidated

income statement is analysed as follows:

(a)

Cost of sales & KA
Selling and distribution costs HERDIHER
General and administrative expenses — M RITHFAX

Construction in progress mainly represents factories
and office buildings and plant and machinery under

construction in the PRC.

At 31st March, 2008, buildings with a total net
book value of approximately HK$2,545,000 (2007:
HK$2,554,000) were pledged as collateral for the
Group’s banking facilities (Note 31).

Finance leases
Certain machineries are held under finance leases.

Details of these assets are:

Cost DN
Less: Accumulated depreciation o REHH &
Net book value BREEE

Depreciation for the year REFZIE

Bt % SRR M RE

16 VME -BERRE (E)

REEEWERPHERBZIFTER  OF
LN

2008 2007
HK$'000 HK$'000
TR TET
56,289 52,442
533 392
5,081 4,626
61,903 57,460

ERIRTFZRATEREZTPOEE &
MAEBT RS-

RZZEZNFZA=Z+—8 EEFE
#92,545,0007% 7T (Z T T : 2,554,000
BTIZEFAEAEBRRTEEEZ
Bt R (B EE31) -

R
ETHREDEMBROSE - FREE
ZEBMT

2008 2007
HK$'000 HK$’000
FTERT TR
10,223 26,119
(3,067) (9,140)
7,156 16,979
959 2,580
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17 Investments in and balances with subsidiaries

— Company

FE LR -
JRE L B e X

Investment in unlisted shares, at cost
Amounts due from subsidiaries

Less: Accumulated impairment losses

The amounts due from subsidiaries represent equity funding by
the Company to the respective subsidiaries and are measured
in accordance with the Company’s accounting policy for
investment in subsidiaries. The amount due from subsidiaries

are unsecured and interest free.

The amounts due to subsidiaries are unsecured, interest free

and will not be repayable within one year.

Particulars of the principal subsidiaries as at 31st March, 2008

were:

Place of incorporation

»)
D
4

REEBARES

o BEHREEE

Issued and fully

Bt % SRR M RE

17 REBARAZRERGHE

— AATH
2008 2007
HK$’000 HK$’000
FExT FAT
ﬁ}Z N 91,449 91,449
HIE 198,356 165,696
289,805 257,145
(9,253) (12,622)
280,552 244523
JEUHI B AR REIIARRRE BHERRME
BZBRARECTIZARARNHBARKEZS
STECRETE - BUKTB QR B HEEFET

B e

KB ARRBIVEEMR AR REAR

—FANEE

F”\a D»

o

RZEENF=ZA=+—H8B FEZHWER
BT

AE

Percentage of equity

Name of company and operations paid capital interest held Principal activities
DRER AMEIREXLE SERTRAZRE FiEREBED FTEXHK
Directly Indirectly
HiE LF2:
Starlite International (Holdings) British Virgin Islands Us$2 100% — Investment holding
Ltd. RBEBRES 2% T REZER
Starlite Printers Holdings Cook Cook Islands US$200 100% — Investment holding
Islands Limited MRS 2003 7T REEK
Starlite Printers (Far East) Pte. Ltd. Singapore $$8,759,396 100% — Printing of packaging
N 8,759,396 materials and
st production of paper
products
MR ED R R 4R
HE

REZER
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17

Bt % SRR M RE

Investments in and balances with subsidiaries 17 RRBRARIZRERBE
— Company (Continued) — & 27 (&)
Place of incorporation Issued and fully  Percentage of equity
Name of company and operations paid capital interest held Principal activities
[ARER AMRYREXBE CBROTRABERE FEREESH FEEHK
Directly Indirectly
B LE:S
Starlite Visual Communication Hong Kong HK$2,000,000 — 100% Inactive
Limited BE 2,000,000% 7T (G- AEES
ERABHREERAT
Star Union Limited Hong Kong /the PRC HK$2 — 100% Property holding
EBRARAT B/ T E 28T FEME
Starlite Consumer Products, British Virgin Islands US$1 — 100% Investment holding
Limited REHBAREES 1E 7T REZER
Starlite Entertainment (Holdings)  British Virgin Islands US$1 — 100% Investment holding
Limited KEARRES 17T BEERK
Starlite International Development British Virgin Islands/ US$1 — 100% Procurement agency
Limited Hong Kong 17T HERERE
HEEBRES/
e
Starlite International Marketing British Virgin Islands/ US$1 — 100% Procurement agency
Services Limited Hong Kong 1%€7T REE R RS
REBHEBARES/
5
Starlite Laser Graphics Limited Hong Kong HK$3,230,000 — 100% Provision of design
EEFEGHEERAA BE ordinary and colour
3,230,000/ 7T — —  separation services
& B RERFT R ERE
HK$170,000
non-voting
deferred (ii)
170,000/ 7T
EIREREIT
& 47 (i)
Starlite Management Services Hong Kong HK$200 — 100% Provision of
Limited s 20078 7T management
services

RHERRS

101
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17 Investments in and balances with subsidiaries 17 RRBRARIZRERBE
— Company (Continued) — & 27 (&)
Place of incorporation Issued and fully  Percentage of equity
Name of company and operations paid capital interest held Principal activities
[ARER AMRYREXEE CRTRABRERE FRiEREED FEEHK
Directly Indirectly
HiE LE:S
Starlite Packaging Technology British Virgin Islands US$1 — 100% Holding of trade and
Consultancy Limited REEBARES 1% 7T service marks
HEEZHRRBBEE
Starlite Development International Hong Kong HK$200 — 100% Trading of paper
Limited (Formerly Starlite BE 200/ 7T products
Development (China) Limited) MEEME S

ERXEREBEARAA
(FIEEXER (hE)
BERAR)

Starlite Paper Products Limited Hong Kong /the PRC HK$1,738,000 — 100% Production of paper
EEBmABRAA B/ H ordinary products
1,738,000/ 7T - — MmEE
e
HK$262,000
non-voting
deferred (ii)
262,000/ 7T
BREEEL

B& 17 (i)

Starlite Printers Limited Hong Kong HK$2,700,000 — 100% Printing and trading of
EXERBRDA 5% ordinary packaging materials
2,700,000/ 7T — — BEMBHREES

B R

HK$2,300,000

non-voting

deferred (ii)

2,300,000/% 7T

ERERELT

A (i)

Starlite Printers HK Holdings (BVI)  British Virgin Islands US$1 — 100% Investment holding
Limited REHBREE 1E7T REZER

Starlite Printers (China) Limited British Virgin Islands US$100 — 100% Investment holding

— 4L 2 oo QL
10037 B
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17

Investments in and balances with subsidiaries

— Company (Continued)

Place of incorporation

Bt % SRR M RE

17 REBARAZRERGHE
— A2 7 (&)

Issued and fully

Percentage of equity

103

Name of company and operations paid capital interest held Principal activities
[EER AMRYREXBE CEROTRARERE FiEREED FEEHK
Directly Indirectly
HE LF2:
Starlite Printers (Shenzhen) The PRC US$8,000,000 — 100% Printing of packaging
Co., Ltd. (i) A 8,000,0003< 7T materials and
E S ENR CRIN) BR AT () production of paper
products
B MR ENR K
WonEE
Starlite Printers (Suzhou) The PRC US$18,044,489 — 100% Printing of packaging
Co., Ltd. (i) i 18,044,489% JT materials and
E YR (B AR AR A () production of paper
products
BEM K ENR K
At E
Starlite Productions (BVI) Limited  British Virgin Islands US$256,420 — 100% Investment holding
REBHEARES 256,420% 7T REERK
Starlite Productions (Holdings) British Virgin Islands US$1 — 100% Investment holding
Limited REHBARES 1ETT RE R
Guangzhou Starlite Environmental The PRC US$6,000,000 — 100% Production of
Friendly Center, Limited (i) 22 6,000,0003< 7T environmentally
EMNEXRRFLERRDF () friendly and other
paper products
FERRREMAR
Em
Greenworks International Limited Hong Kong HK$2 — 100% Investment holding
HEIRERBRAG BE 2% T and trading of
environmentally
friendly and other
paper products
REZEBR SRR ME
HWERBERES
Shaoguan Fortune Creative The PRC US$6,000,000 — 100% Printing of packaging
Industries Company Limited. (i) Fh 6,000,0003 7T materials and
HEMBEEIEBERAA () production of paper
products
B M EENR K
4o
Starlite Enterprises (Shanghai) The PRC RMB7,000,000 = 100% Inactive
Inc. (i) BE 7,000,000\ & # Tl #E 1 %

BEFE (EB)BRAF ()
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17

18

Investments in and balances with subsidiaries

— Company (Continued)

Notes

(i)

(ii)

Except for Guangzhou Starlite Environmental Friendly Center, Limited,
all these subsidiaries are incorporated in the PRC and are wholly foreign
owned companies to be operated for 50 years up to 2042. Guangzhou
Starlite Environmental Friendly Center, Limited is a contractual joint venture
established in the PRC to be operated for 50 years up to 2044. Under
the joint venture agreement, the joint venture partner is entitled to a pre-
determined fee and is not entitled to share any profit or required to bear any
loss of the joint venture.

The non-voting deferred shares are not owned by the Group. These shares
have no voting rights, are not entitled to dividends unless the net profit of
the relevant company exceeds HK$50,000,000,000 and are not entitled
to any distributions upon winding up unless a sum of HK$50,000,000,000
has been distributed by the relevant company to the holders of its ordinary
shares.

None of the subsidiaries had any loan capital in issue at any
time during the year ended 31st March, 2008.

Inventories

Raw materials Egrgs!
Work-in-progress &
Finished goods Bk B

The cost of inventories recognised as expense and included

in cost of sales amounted to approximately HK$912,036,000
(2007: HK$879,034,000).

During the ended 31st March, 2008, the Group recorded a
write-down of inventories of approximately HK$2,720,000
(2007: HK$2,344,000), which was included in cost of sales.

As at 31st March, 2008, there were floating charges over

inventories amounted to approximately HK$61,821,000
(2007: HK$49,391,000) to secure the trust receipts bank loan

arrangements (Note 31).

Bt % SRR M RE

17

18

RIBRARAZRERGE
— A2 7 (&)

GEX

(0] BREMEXRRRFOLERRTIN ERBIKTZEE
MBARBANAZAHRS KEFHARLTF H
E-TO_FEe BMEXARRFLERARDER
BRIz AERECE REFHATF EE-F
MEUERE- - RIEFEGLEHE AEBHUTES—FR
TEMAZYFB WEESIGEELEZEMAMNLA
FEAEER -

(i) HEBRZRBETRMIEFEAEEES - LERD
I AR =R - BR IS B R ) 2 4 I #850,000,000,000
B BRIRAEAERZERE  MABARGER
MERZEIMDIR BRIFEFELATMEBRRRIE
i 2 9 ik # £50,000,000,000/% JT ©

FAEMBRARNBE-_TETNF=A=+—H
LTFEREARBOECSHTEREEL -

FE

2008 2007
HK$’000 HK$’000
FET FET
65,729 59,671
25,171 22,110
21,413 23,493
112,313 105,274

FERAA F£49912,036,00008 T (Z BB L4 -
879,034,000/% 7T ) M 32 A& B S I 51 A 88 & B AR
q:: °

RZZEZENF=ZA=Z+—HLEFER A&£E
SRS TE SR EBE#2,7200008 T (T T+
F 1 2,344,000% 70 ) ¢ M BB S A E KR
o

R_ZEZETZNE=ZA=Z+—HB EEEY
61,821,000 7L (ZZE T+ : 49,391,000 7T )
ZHEEREREREBERITERZEHEAER (F
F£31) ©
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19 Trade and bill receivables, prepayments and 19 EZEWRRRERE  BANRE
deposits k#ze
Group Company
%E A
2008 2007 2008 2007

TExX THET TFTERT TEZT
HK$000 HK$'000 HK$000 HK$'000

Trade receivables B 5 R R 263,856 218,144 — —
Less: provision for impairment of receivables & : F& W BR OB E B 15 (26,482)  (23,127) — —
Trade receivables — net B 5 RWERER — #8 237,374 195,017 — —
Bill receivables e E & 253 — — —
Trade and bill receivables B 5 RBERRERE 237,627 195,017 — —
Prepayments and deposits B RIERIRE 12,489 13,575 656 702
250,116 208,592 656 702
The carrying amounts of trade and bill receivables, prepayments ESRKEREEE BRAREBEEREENER
and deposits approximate their fair values. BEHNHEENERQTFE-
The Group grants to its customers credit terms generally SEATEREEHR — R ABOXREINKXT
ranging from 30 to 120 days. The aging analysis of trade and E-BIRKREAREZEBRZCERDTOT ¢

bill receivables is as follows:

2008 2007

HK$’000 HK$’000

FTER FHET

1 to 90 days 1290K 202,100 168,780
91 to 180 days 91E180K 38,134 22,759
181 to 365 days 181E2365K 1,201 22,583
Over 365 days HBiB365K 22,674 4,022
264,109 218,144

Less: Provision for impairment of receivables B FE M BR FRORL (B B (26,482) (23,127)

237,627 195,017
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Bt % SRR M RE

19 Trade and bill receivables, prepayments and 19 EZEWRRRERE  BANRE
deposits (Continued) RiEs (&)
As at 31st March, 2008, trade receivables of approximately RZTEENF=ZA=+—RH BHFEKER
HK$167,366,000 (2007: HK$143,890,000) were fully #9167,366,000/ 7T (= T Z + 4 : 143,890,000
performing. Trade receivables of approximately HK$96,490,000 BT )ALBESET BH2EWERYD
(2007: HK$74,254,000) have indication of impairment. 96,490,000/ 7T (= & & + F : 74,254,000/8
Of which, a total of approximately HK$26,482,000 (2007: TU)HBEREN D % 8 4258 426,482,000
HK$23,127,000) provision has been made. The remaining BIL(ZEZEF 123,127,000 70) B 1ERE
of approximately HK$70,008,000 (2007: HK$51,127,000) B 8 o 82 T 2 #970,008,000% 7T (T T+ F
were past due but not impaired. These relate to a number of 51,127,000/ 7T ) EM M E R B E - ZE KA
independent customers for whom there is no recent history of SRRk E N> R AV - S
default. The ageing analysis of these debtors is as follows: BEBAZKREITOT
2008 2007
HK$’000 HK$'000
FHER FAET
1 to 90 days 1290K 70,008 45,473
91 to 180 days 91E180K — 5,654
70,008 51,127
The Group’s trade and bill receivables were denominated in the AEEZBSRBEREEBUATYIEESE :
following currencies:
2008 2007
HK$’000 HK$'000
FHERT FHET
Hong Kong Dollars BT 50,514 59,043
United States Dollars e 136,026 113,705
Chinese Renminbi AR 50,211 31,517
Singapore Dollars 03 ot 16,366 12,979
Others HAh 10,992 900
264,109 218,144
Movements in the provision for impairment of trade receivables BESRWRFREREBEZEHMT
are as follows:
2008 2007
HK$’000 HK$'000
FHET FAT
At Tst April REA—H 23,127 3,888
Provision for receivable impairment JE U5 BR SRR 1B B 3,223 19,280
Receivables written off during the year FAREEWE Z &R
as uncollectible AR KA — 79
Unused amounts reversed 5455 o] 3 8) —
Translation adjustment JE N K 140 38
At 31st March R= I =F—18 26,482 23,127
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19

20

Trade and bill receivables, prepayments and
deposits (Continued)

The creation and release of provision for impairment of
receivables have been included in general and administrative
expenses in the consolidated income statement. The other
classes within trade and bill receivables, prepayments and

deposits do not contain impaired assets.
The maximum exposure to credit risk at the reporting date is

the fair value of each class of receivables mentioned above. The

Group does not hold any collateral as security.

Cash and cash equivalents

Bt % SRR M RE

19 BEZERERRRE BENAKE
EgE (H)
H 518 IR TR (E R R BRI E R A

Wess

X BETHRAXPTAR RESEEERRR

EE RNFERE S P E MR LT
EREEE-
R{ER LR BREERANESERERR

2k

BE

BAEI’A”@ o AL B RIS A (E AR BT B A o

20 BeRBLEE

Group Company
3 |
2008 2007 2008 2007
THET TET FHET TET
HK$’000 HK$'000 HK$’000 HK$000
Cash at bank and in hand RITERERE 97,911 89,627 473 280
Short-term bank deposits RERITER 27,721 17,416 — —
125,632 107,043 473 280
Maximum exposure to credit risk e EERK 123,807 106,109 473 267
As at 31st March, 2008, the effective interest rate on cash at RZEZNF=ZA=1+—HRTEZR FHIR
bank, short-term bank deposits ranged from approximately THERZBIMNEHNFRIIIERIS4E (ZZ
1.19% to 1.54% per annum (2007: 1.95% to 3.63% per TF:FRIGEZRE33E)  LERBRT
annum). These short-term bank deposits have an average FHFEHHBEL4SER (TS5 WE

maturity of approximately 4.5 months (2007: 2 months).

Cash and cash equivalents were denominated in the following

A) -

RekREEFEDRATEREIE

107

currencies:
Group Company
& AT
2008 2007 2008 2007
FHET FET THERT FAET
HK$’000 HK$'000 HK$’000 HK$'000
Hong Kong Dollars BT 24,950 24,293 473 280
Chinese Renminbi AR 25,420 15,365 —_ —
United States Dollars ET 31,156 42,207 — —
Euro BT 698 1,745 — —
Singapore Dollars g T 40,208 23,086 — —
Others i 3,200 347 — =
125,632 107,043 473 280
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20 Cash and cash equivalents (Continued) 20 RERAEEE (F)
The Group’s cash and cash equivalents denominated in REBUARBIBEZRERRESHE TN
RMB are deposited with banks in the PRC. The conversion of RABEZET BAREBRESINERERF
these Chinese Renminbi denominated balances into foreign B 78 5 & B AT P AR A 2 ANE B IR Bl K AR 51
currencies and the remittance of funds out of the PRC is BEE o

subject to the foreign exchange control rules and regulations

promulgated by the PRC Government.

Cash, cash equivalents and bank overdrafts include the BeERERTHRE B2SERRTEIR
following for purposes of the cash flow statements: 7
2008 2007
HK$’000 HK$’000
FTER FET
Cash and cash equivalents HELREEE 125,632 107,043
Bank overdrafts (Note 21) RITEZ (FF7E21) (10,788) (254)
114,844 106,789
21 Borrowings 21 ®E
2008 2007
HK$’000 HK$’000
THER FHET
Non-current EER
Long-term bank loans RHERTER 107,640 106,974
Current FIE
Current portion of long-term bank loans RESRITER  BEIEH 75,000 54,277
Short-term bank loans RESRITE R 50,245 68,607
Trust receipts import bank loans ErEWEEORITER 61,821 49,391
Bank overdrafts RITHEX 10,788 254
197,854 172,529

305,494 279,503
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21

Borrowings (Continued)

The borrowings are repayable as follows:

Within 1 year
1 to 2 years
2 to 5 years
Over 5 years

1A
1824
2E5F
B A5 F

The carrying amounts of bank borrowings were denominated

in the following currencies:

Hong Kong Dollars
Chinese Renminbi
United States Dollars
Euro

BT
AR
eV
BT

The effective interest rates (per annum) at the balance sheet

date were as follows:

Bank overdrafts RITHE X
Trust receipts import bank loans ErtiEED
RITER
Short-term bank loans FERITER
Long-term bank loans RERITER

HK$
BT

5.59%
4.66%

2.94%

Bt % SRR M RE

21 ®WE (H|)
MEZHBMAMT :

2008 2007
HK$’000 HK$'000
FER TETT
197,854 172,529
61,292 54,279
46,189 52,494
159 201
305,494 279,503

RITEEZREEIIRATEEIIE

2008 2007
HK$/000 HK$'000
FET FHET
245,999 227,776
50,610 45,914
8,885 5,687

— 126
305,494 279,503

REEBZBERFENELT

2008 2007
RMB US$  HK$  RMB US$  Euro
AR®  En B AR% X B

— — 7.75% — — —
— 4.64% 6.88% — 7.60% 7.75%
7.15% — 5.87% 5.86% — —
7.05% —  5.66% — — —

The fair value of long-term bank loans was approximately
HK$185,228,000 as at 31st March, 2008 (2007: HK$166,318,000).

The fair value of long-term bank loans was determined by

discounting the future cash flows at the current market interest

rate available to the Group. Other than the long-term bank

loans, the carrying amounts of other financial liabilities

approximate their fair values as at 31st March, 2008.

RZBEZENF=ZA=+—H EHETER
2 RF{EH A185,228,0008 T (ZEZE L F -
166,318,000 L) - REASRITERZAFE D
BEAEEREMSHE  BEERS RS0
B -RZZEENF=ZA=Z+—8 BREHR?T
BEFON K B ABHNEREELOESERER
FIE -

109

Details of the banking facilities available to the Group and

pledge of assets are disclosed in Note 31.

AEBERTHEAEEEREERMFHNMZE
31
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22 Finance lease obligations

Total minimum lease payments under finance leases
— not exceeding one year
— more than one year and not exceeding two years
— more than two years and not exceeding five years

Less: Future finance charges

Analysed as:

The present value of obligations under finance leases
— not exceeding one year
— more than one year and not exceeding two years
— more than two years and not exceeding five years

Less: Amounts payable within one year included under
current liabilities

The Group’s finance lease obligations were denominated i

following currencies:

Hong Kong Dollars
Singapore Dollars

Bt % SRR M RE

22 BiIBBHEXK

2008 2007
HK$’000 HK$'000
FHET FAT
MBEAKELER
— TEBBIF 2,559 2,782
— HBB1FE T HBEF 813 2,226
— BB FE R TEBBSF — 742
3,372 5,750
B R E A (121) (327)
3,251 5,423
2008 2007
HK$’000 HK$’000
FExT FAT
DT
VBROEFNEAE
— TEBIF 2,447 2,565
— HBB1FETHEEF 804 2,124
— BE2F BT BT — 734
3,251 5,423
B MAREBEBEZIERN
BEENE (2,447) (2,565)
804 2,858
n the REBZVBENOBEBKDIRATEESE :
2008 2007
HK$’000 HK$’000
FHET FAET
BT — 552
s T 3,251 4,871
3,251 5,423
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22

23

Finance lease obligations (Continued)

As at 31st March, 2008, the effective interest rate (per annum)

of the finance leases obligations are as follows:

Hong Kong Dollars
Singapore Dollars

Trade and bill payables

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

1 to 90 days

91 to 180 days
181 to 365 days
Over 365 days

Bt % SRR M RE

22 MBRYER (&)

RZZBZENF=ZA=1+-HUBROEBZE

MR E T

2008 2007

BT — 5.81%

¥ hnig oo 5.53% 5.83%

23 BEZEABRRRERE

BESRNERREEREDITOT :

2008 2007

HK$’000 HK$’000

FHBT FAET

1290k 121,305 124,209

91E180K 16,663 20,740

181E365K 2,073 8,038

B #B365K 1,365 1,224

141,406 154,211

The Group’s trade and bill payables were denominated in the

following currencies:

Hong Kong Dollars
Chinese Renminbi
United States Dollars
Others

BT
AR
eV
Hth

KAEBEZEFGRERNERANEBRATIEEIIE -

2008 2007
HK$'000 HK$'000
FEx FHET
62,148 68,621
62,975 63,441
4,603 10,357
11,680 11,792
141,406 154,211

111
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24 Deferred income tax 24 EEFEH
Deferred income tax assets and liabilities are offset when there EAAEBHMITREMNAISRHEEELA RS
is a legally enforceable right to set off current tax assets against MEABEEEEE RELMBHIRE -
tax liabilities and when the deferred income taxes relate to the W AREMGHEERAGA T EAEE
same fiscal authority. The net amounts are as follows: 5o DAEEEMFTENT
2008 2007
HK$’000 HK$’000
FET FAT
Deferred income tax liabilities to be settled BR21E BB E IR
after 12 months PrEmaE 12,428 13,303
The movements in the deferred income tax account are as BEMEM S EHMT
follows:
2008 2007
HK$’000 HK$’000
FET FHET
Beginning of the year F9) 13,303 15,794
Deferred income credited to income statement N SRF A
(Note 11) BT TS H (B aE11) (1,027) (2,644)
Translation adjustments E P EK 152 153
End of the year Fax 12,428 13,303
The movement in deferred income tax assets and liabilities BLEMGHEERBEZZE (UARFTERE
without taking into consideration the offsetting of balances — R ST

within the same tax jurisdiction is as follows:

Deferred income tax assets: EELEREHREE:
Tax losses Others Total
BEER Hity et
2008 2007 2008 2007 2008 2007

HK$'000 HK$000 HK$'000 HK$'000 HK$’000 HK$'000
TRERX TExT TER TAT FTEx TET

Beginning of the year FH) — 258 463 458 463 716
Credited/(Charged) to income NI ZF R P

statement FTA (F0R) 4,452 (258) 580 5 5,032 (253)
End of the year E4R 4,452 — 1,043 463 5,495 463
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24 Deferred income tax (Continued)

Deferred income tax liabilities:

Beginning of the year
Charged/(Credited) to income statement
Translation adjustment

End of the year

Bt % SRR M RE

EEFRBH (&)
EEFESHAE:
Accelerated taxation depreciation
IEBEITE
2008 2007
HK$’000 HK$’000
FET FET
F 1) 13,766 16,510
R xRPHNB GEA) 4,005 (2,897)
EH AR 152 153
FR 17,923 13,766

The Group has not recognised deferred income tax assets of

approximately HK$27,431,000 (2007: HK$29,837,000).

Of approximately HK$27,431,000 (2007: HK$29,837,

000)

unrecognised deferred income tax assets, tax effect of

cumulative tax losses that can be carried forward against future

taxable income (subject to agreement by the relevant tax
authorities) amounted to approximately HK$24,958,000 (2007:
HK$29,273,000). A total of approximately HK$3,200,000
(2007: HK$6,927,000) tax effect of cumulative tax losses will

expire in 2012, while the remaining balance can be carried

forward indefinitely.

7R 62 B W 4 W SRR JE TS B B = 4927,431,000
BT (ZZTZT+H4F:29,837,00087T) °

RIERIELEFTETE E /427,431,000 7T (=
T T4 129,837,000 L) 2 R HBEEIE
ZHIBEE  Hi#924,958,0008 T (ZTZT £
F 129,273,000/ 70 ) A] LA S B R K S R 12 RO FE
ABBA (EXEBABEHRBERE) - R 8
TH B3 18 52 2 £ 493,200,0008 0 (Z T+ F -
6,927,000 L) IR T —Z_FEim - 25 A
AR HR 4588 o
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25

26

Bt % SRR M RE

Share capital 25 BRA
2008 2007
Number of Number of
shares Nominal value shares Nominal value
ROHE [fE= gt 4] HIE
‘000 HK$’000 ‘000 HK$’000
TR FET TR FHET
Authorised — EEBRAR —
Ordinary shares of BREECIETZ
HK$0.1 each 3 A 1,000,000 100,000 1,000,000 100,000
Issued and fully paid — BEITRER —
Ordinary shares of BREEIE T
HK$0.1 each: Rl
Beginning of the year F 9] 429,476 42,947 429,476 42,947
Issue of shares upon T BB AR A
exercise of share options maE1T 2 B 1D 820 82 — —
End of the year F 4R 430,296 43,029 429,476 42,947
On 18th June, 2008, the Company issued 86,059,197 ordinary R-ZBEENEXA+N\H ADQAIEE AR
shares of HK$0.1 each at a subscription price of HK$0.35 per & . 2£1786,059,1970% T IR E (H0.1)8 T H) L 3B
offer share in connection with an open offer. The net proceeds % SlRBERMHRAEBAE0ISET AF
of the open offer were approximately HK$29 million. BEMFERESFEN " TLEESET-
Employee share options 26 EEERRE

In 2002, the Company adopted a new employee share options
scheme (the “New Share Options Scheme”) to replace the
old employee share options scheme adopted in 1993 (the
“Old Share Options Scheme”). Under the New Share Options
Scheme, the Company may grant options to employees
(including executive directors of the Company) to subscribe for
shares in the Company, subject to a maximum of 30% of the
nominal value of the issued share capital of the Company from
time to time excluding for this purpose any shares issued on
the exercise of options. The exercise price will be determined
by the Company’s board of directors and shall be at least the
highest of (i) the closing price of the Company’s shares on the
date of grant of the options, (ii) an average closing price of
the Company’s shares for the five trading days immediately
preceding the date of grant of the options, and (iii) the nominal
value of the Company’s shares of HK$0.1 each. The Group

has no legal or constructive obligation to repurchase or settle

RZTEZF  ARAEAFTREREBRETE
((FHaEBDARREBE-— DN =ZFEAZER
ERRETE (B8 - REFAEARRA
AREBEL(BEARAZHITES) BHER
BUARBARRRG  mMAZETZRNERES
BAARTKEEITRG Z230% BRTER
TEEREMBTZRM REEBHRARFZ
EEREBT WAABRRUTZBZESS
HREL BBARRE D ZWTE : ()AQ A
BROREERLABIAEEER ZRMHFEY
W g RGiA2a R0 2EE (BFR0.1E
To) c AKEBEWEE T METEETEEKIAR
XN EERE FMAERETEIRLE ZER
DB E R R AT REE B 2 EREBEITE -

the options in cash. All options granted under the Old Share
Options Scheme will continue to be valid and exercisable in

accordance with the rules of the Old Share Options Scheme.
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26

Employee share options (Continued) 26 EEBKRE (&)
Movements of employee share options during the year ended HE_ZTTN\F=-A=+—HLFERZEE
31st March, 2008 were: EREEFHNT -
Number of shares
REOHAE
Subscription
price per  Beginning
Date of grant Exercise period share of year  Exercised Lapsed End of year
RHBH Gyl BRABE F40 7 FS:d FR
‘000 ‘000 ‘000 ‘000
TR’ TR TR T
Old Share Options Scheme
ER g S
10th September, 1997 11th March, 1998 to HK$0.690 3,514 — (3,514) —
9th September, 2007
—hhEFNATH —hANE=ZA+—RAZE 0.6907%8 7T
“TEEFAANA
New Share Options Scheme
B B At 3
29th December, 2004 29th June, 2005 to HK$0.770 4,852 — (4,852) —
28th December, 2007
—ZEIME+-_A=-+NB ZETRFAA-tTABEE 0.7707%8 7T
“ERLFET-AZTNH
28th October, 2005 28th April, 2006 to HK$0.722 418 — (418) —
27th October, 2007
TEZRFTASTAR ZEERENA-STNHE 07228 7T
—EELFTAZT LA
9th February, 2007 9th August, 2007 to HK$0.475 7,585 (820) — 6,765
8th February, 2010
ZEFLEFZANRA “ETEENANEE 0.475% 7T
—E-Z5_AN\H
16,369 (820) (8,784) 6,765
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26

Employee share options (Continued)

The weighted average fair value of options granted on 9th
February, 2007 determined using the binomial valuation model
was HK$0.075 per option. The significant inputs into the model
were share price of HK$0.475 at the grant date, the exercise
price of HK$0.475, volatility of 32.59%, dividend yield of
6.32% per annum, an expected option life of 2.6 years, and
annual risk-free interest rate of 4.17%. The volatility measured
at the standard deviation of continuously compounded share
returns is based on statistical analysis of daily share prices of

listed companies in a similar business over the last three years.

Based on the above, the fair value of the above options granted
on 9th February, 2007 was approximately HK$571,000. The
attributable amount charged to the consolidated income
statement during the year ended 31st March, 2008 was
approximately HK$410,000 (2007: HK$161,000).

Subsequent to the completion of the open offer of the
Company’s shares in June 2008 (Note 33), the number of share
options and share exercise price of the share options granted
on 9th February, 2007 have been adjusted from 6,765,000 to
7,154,847 and from HK$0.475 per share to HK$0.449 per

share respectively.

Bt % SRR M RE

26

EEBKRE (&)
M_EELF_ANBREZERENS &
AFEL-_EHAHETERAGETASGR
0.075%8 70 HEZBERA 2 T BZHERBREAR
B E B ZBRME%0.475%8 70 0 R {B0.475
T - T8 BRAR 0 K 1B 6 E32.59% - TR EIR Bk
BRFEREI%  EHEREFE6F A
B RERL7% c UBFEEARHD RS T AE
AEORERDNERBE-FRLEREER
M ETRRMNEGAREERFT -

BiELMAE R+ F-_ANBAREE
PEE 2 N FELS71,0008 TRBEEZEZT )\
FZA=1T-BLEFEZRAEREZXRFPMG
K% F 49410,000% 7T (Z T £ F : 161,000%
TT) e

RZZETZNFANATKAFABEELRRARMD
% (M3k33) RZZETEF_ANLARLEE
IR ER BB RITHEE D Rl H6,765,000 AEE
7,154,8478% ) B & 1%0.4758 T AR Z FR0.449
L e
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27 Reserves 27

Movements were:

Share-based
Share Capital compensation Investment Translation Retained
premium reserve reserve reserve reserve profits Total
ROEE  EEXRE ROWERE RERE  EARE  REERR ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET TR AL FEL FET TAL
Group
As at st April, 2006 RZFZRFMNA—H 104,157 1,169 975 359 (1,814) 197,628 302,474
Increase in fair value of other non- Hi#ERHEEZRATE
current assets #m — — — 363 — — 363
Currency translation differences ERBD - — — — 9,476 — 9,476
Net income recognised directly in ERERERTER
equity CILONEEH - — - 363 9,476 — 9,839
Profit attributable to the equity holders A& 722 5] ik & A
of the Company FEAE & R - - — - - 32,541 32,541
Total recognised income for the year & 1 2 B R @A — — — 363 9,476 32,541 42,380
Dividends paid BARRS — - - — — (12,884) (12,884
Employee share options scheme EEBRE
— Share based payments —RHIA#ME — — 161 — — — 161
As at 31st March, 2007 RZZZ+E=A=+—H 104,157 1,169 1,136 722 7,662 217,285 332,131
As at 1st April, 2007 RZZZ+LEMA-H 104,157 1,169 1,136 722 7,662 217,285 332,131

Increase in fair value of other non- HiERnyEEL A TE
current assets #m — — — 254 — — 254
HEAMERDEE 2 HE

Realisation of reserve upon disposal

of other non-current assets 3§21 — — — (319) — — (319)
Currency translation differences EHER — — — — 26,116 — 26,116
Net income recognised directly in EERERTER

equity L ONEE - — — (65) 26,116 — 26,051
Profit attributable to the equity holders 7K 722 &] % # # & A FE 16 % Fl

of the Company — — — — — 44,114 44,114
Total recognised income for the year R E R AWM A — — — (65) 26,116 44,114 70,165
Dividends paid BREE - — — — - (12,884) (12,884)
Employee share options scheme EEBREE

— Share based payments —BHIAME — — 410 — — — 410
— Issue of shares upon exerciseof ~ — 77{f & B B5 R &

employee share options mETMRG 370 — (62) — — — 308

As at 31st March, 2008 RZZEENF=A=1+—H 104,527 1,169 1,484 657 33,778 248,515 390,130
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27 Reserves (Continued)

Company

As at 1st April, 2006

Employee share options scheme
— Share based payments

Dividends paid

As at 31st March, 2007

As at Tst April, 2007
Profit for the year
Employee share options scheme
— Share based payments
— Issue of shares upon exercise
of employee share options
Dividends paid

As at 31st March, 2008

NOTES TO THE FINANCIAL STATEMENTS

AL
RZFEAFEOA—H
BB MR 3

— O e
ERRE

R-ZZZ+F=A=+—H

RZEZLFMA—H

F R A

e BB AR 3

— RO XH#ME

— TR EERUE
if 317 & B A0

ERBRE

RZZENE=ZA=+—H

Bt % SRR M RE

27 fE# (&)

Share-based

Share Capital  compensation Retained
premium reserve reserve profits Total
REE  EARE ROWEE  REER #a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET
104,157 520 975 22,872 128,524
— — 161 — 161
— — — (12,884) (12,884)
104,157 520 1,136 9,988 115,801
104,157 520 1,136 9,988 115,801
— — — 36,369 36,369
— — 410 — 410
370 — (62) — 308
— — — (12,884) (12,884)
104,527 520 1,484 33,473 140,004
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28 Notes to the consolidated cash flow statement 28 HMEBESRERME
(@) Reconciliation of profit before income tax to cash (@) MRS EEEELIR S 2 ¥R

generated from operations:

2008 2007
HK$’000 HK$’000
FHET FHET
Profit before income tax b B A K 57,141 41,625
Adjustments for: ETEIEE:
— Interest income — FE WA (1,247) (1,147)
— Interest expense —FMBXH 16,523 18,451
— Amortisation of leasehold land and —HE &Lt
land use rights 158 A i 4 3 695 487
— Depreciation of property, — Mm% BER
plant and equipment RiZITE 61,903 57,460
— Net loss on disposal of property, —HEYE BELEHEZ
plant and equipment &5 18 F 5 1,110 21
— Gain on disposal of other —REEMERBEEKRR
non-current assets (319) —
— Provision for impairment of receivables — RSN EE R 3,223 19,280
— Write-down of inventories —EFERE 2,720 2,344
— Share based payments — O X ANENE 410 161
— Foreign exchange (gains)/losses —EX () /BB (2,750) 153
139,409 138,835
Changes in working capital (excluding effects &EE &2 8) (TBREENH
of translation adjustments) ERTE)
— Inventories —=FE (9,759) (22,482)
— Trade and bill receivables —Z 5 RERERREE (45,833) (37,544)
— Prepayments and deposits —RENREERRD (3,129) 13,946
— Trade and bill payables —BHERNERRRE (12,805) 19,717
— Accruals and other payables — R EEREMENRK 15,067 7,267

Net cash generated from operations IREELE ISR 82,950 119,739
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28 Notes to the consolidated cash flow statement 28 HEBESRERMKT (E)
(Continued)
(b)  In the cash flow statement, proceeds from disposal of by RESREXRAN LEDE BEER
property, plant and equipment comprise: HETBBABRSE
2008 2007
HK$’000 HK$’000
FAET FAT
Net book amount BRHEFE 1,411 171
Loss on disposal of property, plant and HeEyE  mE NG
equipment BB (1,110) 21

Proceeds from disposal of property, plantand & 42 « B & 25 &

equipment L ON 301 150
29 Commitments 29 AEE
(@) Capital commitments (@ BEBXREE

Capital expenditure at the balance sheet date contracted REZEBEAHNENRFAZERRAX

but not yet provided for is as follows: N

Group
3

2008 2007
HK$’000 HK$'000
THERT FET
Leasehold land and land use rights THE + 3t 5 + Hhfsh FA#E — 582
Machinery pre2=s 23,401 31,846
Furniture and equipment IR 105 80
Construction in progress FETRE 1,362 —

24,868 32,508
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29

30

Commitments (Continued) 29
(b) Operating lease commitments
The Group had future aggregate minimum lease

payments under non-cancellable operating leases of land

Bt % SRR M RE

i (&)

(b) BEZYEE
AEERBEIAFH AADEEER
DHBAAEZRRFELERHREA

and buildings, as follows: HEMT
Group
£
2008 2007
HK$’000 HK$'000
TERT TET
Amounts payable EEH
— within one year —1ENUR 9,140 12,021
— later than one year but no later than — HBR1FE D RF
five years 21,656 18,267
— later than five years — 5% A+ 1,374 3,738
32,170 34,026
() Other commitments () HtbrA¥E

Total pre-determined fees payable by the Group
to the joint venture partner of Guangzhou Starlite
Environmental Friendly Center, Limited for 50 years up to
year 2044 amounted to approximately HK$21,496,000
(2007: HK$19,184,000) (Note 17).

Financial guarantees 30
As at 31st March, 2008, the Company had provided guarantees

in respect of banking facilities of its subsidiaries amounting to
approximately HK$682,814,000 (2007: HK$692,592,000).

The facilities utilised by the subsidiaries as at 31st March,

2008 amounted to approximately HK$294,138,000 (2007:
HK$309,734,000).

EEFNEMEXANRRPLARARZ
& & % 1FTE FT BUEE £ 4921,496,0007%8 T
(ZZZEF:19,18400087T) ' BEE =
TMEF - SERTF (HF17) -

B AR

RZZEENF=ZA=+—8B ARQRA®ET
MEBARMERITHEAMBHRARERY
682,814,0007% 7T (= T T £ F : 692,592,000/
L) RZEBEENF=ZA=+—HEWERT
B EAZRITIEETEH294,138,0008 T (= F
T+ 4F 1 309,734,000 70 ) ©
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31

Banking facilities and pledge of assets

As at 31st March, 2008, the Group had aggregate banking
facilities of approximately HK$740,828,000 (2007:
HK$639,558,000) for overdrafts, loans, trade financing
and bank guarantees. Unused facilities as at the same
date amounted to approximately HK$382,953,000 (2007:
HK$302,050,000). These facilities were secured by:

(i) mortgages over the Group’s leasehold land and
buildings with a total net book value of approximately
HK$4,598,000 (2007: HK$4,664,000) (Note 15 and
Note 16(c));

(i) floating charges over the Group’s inventories held under
trust receipts bank loan arrangements of approximately
HK$61,821,000 (2007: HK$49,391,000) (Note 18); and

(iii)  guarantees provided by the Company and certain of its

subsidiaries.

As at 31st March, 2008, the finance lease obligation of the
Group was secured by plant and machinery with a net book
value of approximately HK$7,156,000 (2007 : HK$16,979,000)
(Note 16(d)).

Bt % SRR M RE

31

iE TEEEREERN
—EEZNFZRA=+—H AEEERE
ZEX BFR BEIRMERBRITERESFRT
1= B 48 58 #9740,828,000/8 T (Z T T + F ¢
639,558,000/ 7t) c AR A M R B A 2 R 1T
{5 B % %9382,953,000/ L (= T T + F:
302,050,000 7T) - W FRITEEB 2 EIF N
T

775

() AEBMHEHELHEEFERE HE®
B #94,598,0008 T (Z T T + F:
4,664,000/ 7T ) (M4 sE15 R M 5E16(c)) +

iy AEERETREBERTERZHEMEBAR
ZHTHEEH6,821 000%75LT%?{
F 1 49,391,000/ 7T ) (M 5£18) »

iy ARAREETHERARMEZER-

R-ZEZNFZA=Z+—RH AEENTBER
HEBHEABRBEFEL7,156,0008 T (ZEZT+
F 116,979,000/ 7T ) (Ff 5E16(d) ) I # BE1E R 1K
o
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Bt % SRR M RE

Related party transactions 32 BEATZXRS
As at 31st March, 2008, approximately 52.06% of the K =ZF T\ = B =+ — HBest Grade Advisory
Company’s ordinary shares were owned by Best Grade Advisory Limited W EBHEBRES ML) FALR
Limited, a company incorporated in the British Virgin Islands. A A 4952.06%# 2 © Best Grade Advisory Limited
Best Grade Advisory Limited is owned by two discretionary HREZEEIRE MZE2EEREIEE
trusts, the discretionary beneficiaries of which include Mr. Lam ABERRAEEMRNEERBRLZ L - K
Kwong Yu and Ms. Yeung Chui, directors of the Company. The A A & % /5 #Best Grade Advisory Limited & f&x
directors of the Company regard Best Grade Advisory Limited BT
to be the ultimate holding company.
(@)  Particulars of significant transactions between the Group @ AEFEHBEATETZEEXRSFE
and a related party are summarised as follows: wm
Group
58
2008 2007
HK$’000 HK$'000
FTERT FET
Operating lease rentals charged TREEROEE T
by related parties:
Megastar Enterprises Limited EREEERAA 58 58
Megastar Enterprises Limited is beneficially owned by EANEERATHARNTEEERL
Ms. Yeung Chui, a director of the Company. The above +ERBEA LS SR — REEE
transactions were carried out in the usual course of BN MEEER RIRAEEEEE
business and on normal commercial terms, and in ATEITARZIEZET -
accordance with the terms of the contract entered into
by the Group and the related party.
()  Key management compensation b TEEBAEBMMEEN
Group
]
2008 2007
HK$’000 HK$000
THERT FET
Basic salaries and allowances BEARH & KoERL 9,913 9,880
Discretionary bonuses B HIRE ZIEA 769 281
Pension costs — defined contribution plans BRIKEK AN — B F st 2 192 183
Share-based payments &5 2 15 Bl & 227 90
11,101 10,434
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33

Event after the balance sheet date

(@)

On 18th June, 2008, the Company issued 86,059,197
ordinary shares of HK$0.1 each at a subscription price
of HK$0.35 per offer share in connection with an
open offer. The net proceeds of the open offer were

approximately HK$29 million.

As at 31st March, 2008, the Group had an outstanding
claim in respect of a long outstanding receivable due
from a customer. Subsequent to 31st March, 2008, a
settlement was reached between the relevant parties
pursuant to which the Group had received a settlement
payment in relation to the claim. The settlement payment
will be recognised in the year ending 31st March, 2009.
Disclosure of the details and terms of the settlement
is restricted pursuant to the confidentiality clause as

stipulated in the settlement agreement.

Bt F5 #R AR Y R

33 #EHEEHE

(a)

RZZEZENFEASNA+NB RRAARE
NFAEE - ¥1786,059,197 X EHO.1
BTHETER SREEROORERE
RO3SHBITT - ARBEENMERIBFED
—FThE&BT-

RZZENF=ZA=+—8 XEEH
ABA-HEHEIZEFEBHNEK
RRRE-R-_TZENF=ZA=+—H
% AEBEEAEALEXMNBRRE
I B Y5 ER A B L T8 R {8 RO M0 R SRR - it
NERERER_TENF=ZA=+—
B IEFERRAR - X6 %A
RE G MR RS R ARRE LR -
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