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Management’s Discussion & Analysis
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Through 10-year dedicated efforts in its
production plant in Zhaotong City, Yunnan
Province, the Group becomes one of the
top five packaging printing enterprises in

the PRC.
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OVERVIEW

The Group reported satisfactory results for the year ended
31st December, 2003. Total
HK$947,208,000, representing an increase of 7.8% as

sales turnover was

compared to that for 2002. In addition, net profit for the
year slightly increased to HK$35,260,000, representing

an increase of 2.6% over 2002.

In 2003, turnover of the packaging printing business
reduced by 9.5% mainly due to the impact of SARS.
However, the gross profit margin of packaging printing
business remained steady at approximately 29.0% through
effective cost control measures, including proper control
of material costs. Accordingly, the Group is able to
maintain its gross profit margin during the year when

prices of paper materials increased substantially.

During the year under review, the gross profit margin of
the distribution business division reduced from 1.8% to
1.3% due to the sluggish global economy. Furthermore,
the gross profit margin of the distribution business of

marine fuel was relatively lower as compared to that of

the distribution business of computer and
telecommunication components.
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FINANCIAL PERFORMANCE
For the year ended 31st December, 2003, the Group

achieved a slight increase in profit attributable to
shareholders of HK$35,260,000 despite the impact from
the outbreak of US-Iragi War and SARS in the Asia region
in early 2003. The steady performance was the result of
the following factors:

1. Persistent capital investment in purchasing
advanced machinery and equipment and upgrading
existing production facilities to strengthen the
Group's competitive position.

2. Through competent R&D efforts, the Group has
developed leading techniques and workmanship,
especially in anti-counterfeiting and post-press
operation.

3. The Group has cemented close relationships with
major customers.

4. The Group has successfully achieved a steady gross
profit margin at approximately 29.0% for the past
years by:

- Ability to shift the increasing costs of paper
materials to customers;

- Continue to adopt a tight working capital
management in order to minimise the inventory

level and the accounts receivable balances;
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- Persistent development of new techniques and
utilisation of advanced machinery to reduce the
production process to minimise materials usage and
production wastage;

- Tighter costs control, especially for materials costs
and general administrative costs;

- Proximity to major customers to minimise
transportation costs; and

- Strong financial control and ability to negotiate

preferential terms from major banks.

WORKING CAPITAL MANAGEMENT AND
DIVIDEND POLICY

The Group maintained bank balances and cash of
HK$86,693,000 as at 31st December, 2003 and the
working capital utilisation continued to be efficient. The
Group’s trade receivables turnover maintained at 60.0 days
in the year 2003 and inventory turnover remained low at
approximately 44.7 days (2002: 45.6 days).

The Group maintained a steady dividend policy by paying
a total dividend of HK8.0 cents per year for the last 5

years.

LIQUIDITY AND FINANCIAL RESOURCES

Net current assets

As at 31st December, 2003, the
Group had net current
assets of approximately
HK$112,240,000. The
current assets as at 31st
December, 2003 comprised
inventories of approximately
HK$103,996,000, trade,

other and short-term loans
receivables of approximately

HK$204,733,000, and bank
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deposits, bank balances and cash of approximately
HK$86,693,000. The current liabilities comprised trade
and other payables of approximately HK$69,142,000,
dividends and tax payable of approximately HK$5,195,000,
and short-term borrowings of approximately
HK$208,845,000.

Borrowings and banking facilities

As at 31st December, 2003, the Group had total banking
facilities of approximately HK$530,194,000, approximately
HK$221,041,000 of which had been utilised, and
approximately HK$130,847,000 of which was secured by
corporate guarantees and cross guarantees given by the
Group, approximately HK$21,200,000 of which secured
by the assets of a Company’s subsidiary in the PRC

according to the terms of the relevant loan agreements.

Along with declining interest rates brought about by the
sluggish United States economy, the Group achieved a
savings in finance cost of HK$2,723,000. The Group will
continue to make use of this opportunity to further

develop its business by using low cost funding.

Director’s opinion on financial resources

With a view to further strengthening its capital structure,
the Group has dedicated to improving its financial position
as compared with 2002. As at 31st December, 2003, the

net debt to equity ratio (interest
bearing liabilities less
cash/shareholders’
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% : equity plus minority
interests) was

g significantly reduced
e from 46.3% to 31.9%.

The interest coverage
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ratio of the Group’s
earnings before net of
interest expenses, tax,
depreciation and
amortisation (EBITDA) to
net interest expenses was
12.6 times, which has
improved substantially
from 10.2 times in 2002.

The Directors are of the opinion that, taking into account
the financial resources available to the Group including
internally generated funds and available banking facilities,
the Group has sufficient working capital to meet its

present requirements.

EXCHANGE EXPOSURE

All the sales and purchases for the packaging printing
division are denominated in Renminbi and most of the
sales and purchases for distribution division are
denominated in United States dollar or Hong Kong dollar.

Through this natural hedge, the exchange exposure is

adequately managed.
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