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Chairman’s Statement

OPERATION RESULT

During the Year 2006, the Group’s small electrical home
appliances business has undergone a major
diversification in product mix as traditional small
appliances have seen a continual decline in gross profit
margin despite a more modest increase in commodity
and oil prices when compared with 2005. The US and
European retail environment continues to be not
favorable for small home appliances. To maintain
reasonable margins, the Company successfully
launched a series of new air filtration systems and
beverage product lines during 2006, while sales of
some small home appliances have declined over the
same period. With the renowned international
accreditation of “ISO9001” and “ISO14001” and
“ISO13485 — for medical device products” and
compliance with HACCP standard on air filtration,
medical devices and beverage safety and monitoring
system, Raymond Industrial Limited has successfully
diversified its product lines to the Better Lifestyle Brand
categories. The Company expects to further diversify
to the Better Lifestyle Brand categories and higher
margins product lines in 2007/2008. We also expect
these Better Lifestyle products would help both our
turnover and margins in coming years.

In late 2005, to counter the eroding margins of old
product lines, the Group began substantial investment
in Research & Development. Our investment has paid
off with several innovative higher margin products in
production. Our dedication to innovation, creativity and
intellectual property (IP) management was recognized
by the Hong Kong Productivity Council and Guangdong
Provincial Intellectual Property Office, and our
Company was awarded the Innovation Knowledge
Enterprise Award in 2006 for having several patented
innovative products in the market.

Our achievement was further recognized by the
magazine “Economic Digest” and our Group was
acknowledged as one of the Hong Kong Outstanding
Enterprises in 2006, a year after our Group was named
by Forbes Asian magazine as one of the Top 200
Smaller Companies in Asia — Best under a Billion in
2005.
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Since the joint venture with Trierenberg Holding AG
(“TBG”) was called off, Cheung Fung Technology
(Holdings) Limited (“Cheung Fung”)/Sichuan Jinfeng
Paper Company Limited (“Jinfeng”) continued to
struggle as sale of specialty paper/cigarette paper
products was slower than anticipated for China
domestic market. As a result, Cheung Fung suffered a
loss of which HK$1.14 million was attributable to the
Group. On 16th August 2006, T1 Paper Group AG
(formerly known as Trierenberg Holding AG) issued an
Exercise Notice exercising the Put Option granted by
Mr. Wong, Kennedy Ying Ho and Mr. Wong, Raymond
Man Hin to TBG pursuant to the option agreement
(according to the Circular issued on 10th August 2005
“MAJOR AND CONNECTED TRANSACTION Disposal
of 5% interest in a subsidiary to an Independent Third
Party with a Put Option to sell the 5% interest to
Directors of the Company) made between the two Mr.
Wong and TBG dated 2nd September 2006. The
Exercise Notice relates to 10,000,000 Class B Cheung
Fung shares of HK$0.50 per share in the issued share
capital of Cheung Fung held by TBG through its wholly-
owned subsidiary Papierfabrik Wattens GmbH & Co.
KG. The consideration monies totaling HK$8,920,800
has been produced to T1 Paper Group AG’s solicitors
by solicitors for the two Mr. Wong on the Completion
Day, namely 15th September 2006. The financial
position of the Group was not affected by this
transaction and Cheung Fung was still classified as an
Associate Company of the Group after the Put Option
transaction was completed.

Since the Group has a cash balance of HK$383 million
(excluding HK$197 million of special dividends already
paid out in 2006) at year end and it has incurred no
debt and could not find appropriate investment for the
said sum during 2006, a special dividend would be
proposed in the coming Annual General Meeting. Our
management will continue to seek new business
opportunities to increase our shareholders’ value.

For the financial year ended 31st December 2006, the
Group’s consolidated turnover was HK$955 million
compared with HK$1,009 million in the previous year,
representing a decrease of 5.3% in turnover, mainly
due to the deconsolidation of the paper division.

We are pleased to announce that our net profit was
HK$48.2 million for 2006, representing profit per share
of 12.4 HK cents (Our net profit in 2005 was HK$161.02
million, with profit per share of 43 HK cents). The
Group’s net profit decreased 70.4%, mainly because
profit derived from investment property revaluation was
no longer available after the sale of 410 Kwun Tong
Road in January 2006.
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DIVIDEND

The Board of Directors is recommending the payment
of a final dividend of 11 HK cents, making a total payout
of 16 HK cents per share for 2006 and a special
dividend of 10 HK cents per share. (2005: total of 16
HK cents per share and a special dividend of 50 HK
cents per share). The total amount of dividend
appropriated, based on the number of shares in issue,
is HK$102.4 million (2005: HK$253.5 million).

The book of transfers and register of member will be
closed from 28th May, 2007 to 1st June, 2007, both
days inclusive during which period no transfer of shares
will be registered. In order to qualify for the final
dividend and special dividend, lodging of all transfers
accompanied by the relevant share certificates must
not be later than 4:00 p.m. on 25th May, 2007 with the
Company’s share registrars, Computershare Hong Kong
Investor Services Limited, at 46th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong.
The final dividend and special dividend are payable on
14th June, 2007 to members on register on 1st June,
2007.

FINANCIAL POSITION

The liquidity position of the Group remains sound. lIts
current ratio was 3.91 as of 31st December 20086,
against 4.57 as of 31st December 2005.

During the year, the Group’s Accounts Receivables
turnover stood at 53 days in year 2006, compared with
63 days of the previous year. The inventory turnover
decreased from 56 days in year 2005 to 44 days in
year 2006.

Bank balances and cash were HK$383.1 million as of
31st December 2006, representing an increase of
HK$332.5 million over that of the previous year.

There are no bank borrowings as of 31st December
2006.

The Group had no contingent liabilities as of 31st
December 2006.
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As of 31st December 2006, the Group had
commitments for capital contribution to subsidiaries
(authorised but not contracted for) of HK$130 million
and commitments for construction cost (contracted but
not provided for) of HK$0.9 million.

CHARGES ON ASSETS

The Group has no charges on assets as of 31st
December 2006.

FUTURE PROSPECTS

The core business of the Group has shifted from small
home appliances to better lifestyle products
manufacturing. In light of the continual up-trend of raw
material costs, increasing labor and utilities costs in
China, appreciating Renminbi, and a less favorable
business environment for traditional small home
appliance product line, the Group would streamline
production processes and material control to improve
production efficiency by introducing higher degree of
automation and strengthened our supply chain by
choosing good quality, reliable suppliers. Our strategy
remains to concentrate on developing better lifestyle
products. We have also begun development on two
medical devices. It is not easy to enter the medical
devices market because of the more stringent quality
and reliability demanded for such products. It may be
sometimes before such products can contribute to
turnover and profit.

In light of the fact that Cheung Fung’s financial position
continues to deteriorate, our management sees no
immediate turn around in the specialty paper/cigarette
paper business in terms of turnover and profits.
Therefore, our Group is actively looking for a strategic
investor to improve the capital structure of this business.
Alternatively, we may consider sale of this investment
so the Group can better focus in its other core
businesses. Our investment in Cheung Fung was valued
at HK$52,868,402 in the audited financial statement
as of 31st December 2006.
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STAFF

The Group currently employs approximately 60 Hong
Kong staff members and operates the Mandatory
Provident Fund Scheme and defined contribution
pension schemes. Our factory in Mainland China
employs about 400 staffs, and workers employed
directly or indirectly varied from 4,000 to 5,000 persons
during the period. Remuneration is determined by
reference to the qualifications, experience and
performance of the staff.

On behalf of the Board, | would like to extend the
Board’s appreciation to all our staff for their hard work
and dedication throughout the year.

PURCHASE, SALE OR REDEMPTION OF OUR
SHARES

During the year, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of
the Company’s shares.

By Order of the Board

Wong, Wilson Kin Lae
Chairman
Hong Kong, 19th April 2007
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