On behalf of the Board of Directors, | hereby present to the
shareholders the annual report of Bestway International Holdings
Limited (the “Company”) and its subsidiary companies (together the
“Group”) for the year ended 31 March 2006

DIVIDENDS

The directors do not recommend the payment of any dividend in

respect of the year.
BUSINESS REVIEW
Review of Operations

The principal activities of the Group during the year were the
manufacturing and trading of plastic products, mainly PVC films. The
revenue for the years ended 31 March 2006 and 2005 were HK$282.89
million and HK$331.80 million respectively. The decrease in turnover
was mainly due to the Group disposed of and discontinued its business
of manufacturing and trading of PVC floor coverings since March
2005. The net profit for the year was HK$0.66 million, compared
with the net loss of HK$28.24 million last year. The Group's basic
earnings per share attributable to ordinary equity holders of the

Company was HK0.01 cent.
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PVC Films

During the year, the Group’s continuing operations, sales in PVC films
was approximately HK$282.89 million, compared with approximately
HK$292.02 million for the last year, a decrease of about 3.13%.
Gross profit margin had increased to 7.82% as compared with last
year of 6.77%. Gross profit for the year was HK$22.11 million as
compared with HK$19.78 million last year. The sales volume for the
year was 30,640 tones as compared with last year of 31,958 tones.
The average selling price per ton was HK$9,232 per ton and slightly
rising of HK$95 per ton as compared with last year of average selling
price of HK$9,137 per ton. The decrease in revenue and improved
gross profit margin was mainly due to the Group tightening cost
controls over factory overheads. The profit for the year from continuing
operations was HK$0.66 million, compared with the loss of HK$15.62
million last year. The Group's basic earnings per share from the PVC
films for the year was HK0.01 cent when compared with loss per

share of HK0.46 cent last year.
Prospects

Looking ahead, the Group plans to facilitate the circulation of
information and enhance productivity with the Enterprise Resource
Planning System which is now in place, so as to reduce the production
and management costs. In the meantime, the Group will spare no
effort in product development and technology innovation and in raising
product value with the aim of increasing the profit margin of products.
Furthermore, the Group will try to reduce the effect brought by the

fluctuation of oil price by reinforcing procurement management.

On 13 December 2005, the Group entered into an agreement, which
is subject to the approval of the relevant PRC authority, with Hebei
Cangzhou Chemical Enterprise Group in relation to the acquisition of
the 12% equity of Cangzhou Chemical Industry Co Ltd. The Group
intends to develop strategic cooperation with Hebei Cangzhou
Chemical Enterprise with the completion of the acquisition agreement.
The Group will be able to purchase PVC resin from Cangzhou Chemical
in order to secure a stable supply of raw materials. In addition, the
Group will gain a new source of income through the sale and the

resale of the products of Cangzhou Chemical.
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Employees

As at 31 March 2006, the Group had approximately 312 full time
managerial, administrative and manufacturing employees of which 17
were based in Hong Kong and the rest were stationed in the PRC. The
staff number and their respective duties for both years are set out in

the following table:
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General administration & accounting —MRAITEERE 5 61 44
Sales & marketing HE RS HE 13 13
Material procurement & quality control B ¥ K} & G S 2 & 45 53
Manufacturing & warehousing BlEREE 193 217
312 327

The Group affords competitive remuneration packages to its employees
based on prevailing industry practice and provides most of its
employees in the PRC with rent-free quarters and messings.
Compensation policies are reviewed regularly and are designed to

reward and motivate productivity and performance.
Appreciation

I would like to extend my gratitude to the members of the board of
directors, our management team and staff for their loyalty and
dedication during the past year. On behalf of the Board of Directors, |
wish to convey our most sincere appreciation of the staunch support
to our Group from all of our customers, suppliers and bankers during

the year.

Tang Kuan Chien

Chairman

Hong Kong, 21 July 2006
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