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OVERVIEW

The Group reported satisfactory results for the year ended
31st December, 2005. Total sales turnover was
HK$1,381,172,000 representing an increase of 16.2% as
compared to that for 2004. In addition, profit attributable
to equity holders for the year increased to HK$47,838,000,

representing an increase of 17.7% over 2004.

In 2005, turnover of the package printing business
increased by 6.2% in spite of the keen competition in the
PRC. In addition, the gross profit margin of the package
printing business improved slightly to approximately 31.2%

through the application of new materials and effective

cost control measures.
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FINANCIAL PERFORMANCE
For the year ended 31st December, 2005, the Group

achieved a double-digit increase in both turnover and profit
attributable to equity holders, despite the impact from
the consolidation in the tobacco industry in the PRC. The
steady performance was the result of the following factors:

1. Through competent R&D efforts, the Group has
developed leading techniques and workmanship,
especially in the areas of anti-counterfeiting and

post-press operation.

2. Persistent capital investment in advanced machinery
and equipment to strengthen the Group’s

competitive edges.

3. The Group has cemented close relationships with
major customers and adopted a proactive approach

in securing orders from customers.

4. The Group has successfully developed new markets
in other industries, such as the pharmaceutical and

oral-care products industries.

5. By sustaining its niche in the industry and promoting
the anti-counterfeit capabilities, the Group has
successfully achieved a steady gross profit margin

at approximately 30.0% over the past few years.
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WORKING CAPITAL MANAGEMENT AND
DIVIDEND POLICY

The Group maintained bank balances and cash of
HK$201,959,000 as at 31st December, 2005 and its
working capital utilisation continued to be efficient. The
Group's trade receivables turnover was at 74.7 days (2004:
62.2 days) in the year 2005 and inventory turnover
remained low at approximately 24.8 days (2004: 33.4
days).

The Group maintained a steady dividend policy by distributing
approximately 50% to 60% of its profit attributable to equity

holders for the last 3 years.

LIQUIDITY AND FINANCIAL RESOURCES

Net current assets

As at 31st December, 2005, the Group had net current
assets of approximately HK$110,709,000. The current
assets as at 31st December, 2005 comprised of inventories
of approximately HK$78,006,000, trade, other and short-
term loans receivable of approximately HK$384,288,000,
and bank deposits, bank balances and cash of
approximately HK$201,959,000. The current liabilities
comprised of trade and other payables of approximately
HK$117,156,000, dividends and tax payable of
approximately HK$6,550,000, and short-term borrowings
of approximately HK$438,353,000.
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Borrowings and banking facilities

As at 31st December, 2005, the Group had total banking
facilities of approximately HK$808,000,000, approximately
HK$483,520,000 of which had been utilised.

Along with the increasing interest rates worldwide in 2005,
the finance cost of the Group increased to approximately

HK$17,728,000.

Director’s opinion on financial resources

As at 31st December, 2005, the net debt to equity ratio
(interest bearing liabilities less cash/shareholders’ equity
plus minority interests) was increased from 40.3% to
53.0%. The interest coverage ratio of the Group’s earnings
before net interest expenses, tax, depreciation and
amortisation (EBITDA) to net interest expenses was 15.7
times in 2005, slightly slided from 16.7 times in 2004 due
to the increase in overall borrowing costs. In addition, the

current ratio at year end decreased slightly from 1.4 to

1.2.
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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 of the sales and purchases for the package printing
division are denominated in Renminbi and most of the
sales and purchases for the distribution division are
denominated in United States dollars or Hong Kong dollars.
Through this natural hedge, the exchange exposure is

adequately managed.




