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The directors have pleasure in presenting their annual
report and the audited consolidated financial statements
for the year ended 31st December, 2006.

The Company acts as an investment holding company.
The principal activities of its subsidiaries are set out in

notes 39 to the consolidated financial statements.

The results of the Group for the year ended 31st
December, 2006 are set out in the consolidated income

statement on page 52.

An interim dividend of HK2.0 cents per share amounting
to approximately HK$5,354,000 was paid to the
shareholders during the year. The Directors now
recommend the payment of a final dividend of HK10.0
cents per share to the shareholders on the register of
members on 16th May, 2007, amounting to approximately
HK$26,769,000, and the retention of the remaining profit
for the year of HK$30,135,000.

During the year, the Group continued to expand and
upgrade its facilities for printing and manufacturing of
packaging products. Details of these and other movements
during the year in the property, plant and equipment of
the Group are set out in note 13 to the consolidated

financial statements.
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The following table summarises the consolidated results,
assets and liabilities of the Group for the five years ended
31st December, 2006.

ZEEAF _TTIF _TTWNF _TT=F _—TT_F
2006 2005 2004 2003 2002
TERT TER TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Z751)
(restated)

62,258 47,838 40,644 35,260 34,360

1,336,853 1,164,678 973,319 733,971 790,197
(731,792)  (633,253)  (501,556)  (312,305)  (393,866)
605,061 531,425 471,763 421,666 396,331

Note: The figures for the year ended 31st December, 2002
and 31st December, 2003 have not been adjusted to
reflect the change in accounting policy for the adoption
of a number of new Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards

effective on 1st January, 2005.

As at 31st December, 2006, the bank balances and cash
amounted to HK$195,193,000 (2005: HK$201,959,000).
The interest bearing liabilities amounted to
HK$484,598,000 (2005: HK$483,520,000). The
shareholders’ equity plus minority interests amounted to
HK$605,061,000 (2005: HK$531,425,000). The net debt
to equity ratio (interest bearing liabilities less cash/
shareholders’ equity plus minority interests) was 47.8%
(2005: 53.0%).
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RARARZBEERFET+_A=+—RBA#H The amount of the Company’s reserves available for
KTFREZFHESBHERRB BN REA distribution to shareholders as at 31st December, 2006
B A £4738,902,0008 T (ZETHF ¢ represented the retained profits and contributed surplus
35,557,000/ 7T) * #1652 &AM FE38(a) totalling approximately HK$38,902,000 (2005:

HK$35,557,000). Details are set out in note 38(a).

RABIBRAZHIBEREEEBM 25 Details of the share capital of the Company are set out in

note 25 to the consolidated financial statements.

NTHEARBERNREBBRAILEZART The directors of the Company during the year and up to
EEGHKE - the date of this report were:

SR E A (FE) Mr. Hui King Chun, Andrew (Chairman)

ELBREE Mr. Yau Chau Min, Paul

BT RS £ Mr. Hui Bin Long

FELCEE Mr. Li Chun Ren

A $hEkE Mr. Zhou Jin

BhAE Mr. Wang Feng Wu

FTEFEAE Mr. Wang Guang Yu
(RZEERNF+—A+BEZE) (appointed on 16th November, 2006)

REBXE Mr. Ng Chi Yeung, Simon

AL Mr. Tam Yuk Sang, Sammy

OEJ=Firts Mr. Ho Lok Cheong
(RZEERFRAAZTAABEZE) (appointed on 26th June, 2006)

WIRE L& Mr. Lam Ping Cheung, Andrew
(R—ZTEXENA -+ NHBEMET) (resigned on 26th June, 2006)

BhE  REBAERBRAELEERR Messrs. Wang Feng Wu, Ng Chi Yeung, Simon and Tam
BARNT 2 ARMANESTEZHTE - A Yuk Sang, Sammy shall retire at the forthcoming annual
BITrREEAFAE LKESR - ERED general meeting in accordance with Article 87 of the Bye-
RTEEBBEEE - Laws of the Company and, being eligible, offer themselves

for re-election.
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Name of director Capacity
AR R 5T A B AFE

Mr. Hui King Chun, Andrew

Held by trust

EEEWME Directors’ Report

Messrs. Wang Guang Yu and Ho Lok Cheong shall retire
at the forthcoming annual general meeting in accordance
with Article 86 of the Bye-Laws of the Company and,

being eligible, offer themselves for re-election.

None of the directors being proposed for re-election at
the forthcoming annual general meeting has a service
contract with the Company or any of its subsidiaries which
is not determinable within one year without payment of

compensation, other than statutory compensation.

As at 31st December, 2006, the interests of the directors
and their associates 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")), as recorded in
the register maintained by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies
(the “Model Code”) contained in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing

Rules”), were as follows:

FRE®T
EERZEE

AATE BT
RAzZBDL
Percentage of the
Number of issued issued share capital
ordinary shares held of the Company
(Htz)
195,805,000
(Note)

73.15%
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Note: These shares are registered in the name of Accufit
Investments Inc., a company indirectly wholly-owned
by a discretionary trust, the beneficiaries of which are
the family members of Mr. Hui King Chun, Andrew.
This comprises 134,116,000 shares beneficially held
by Accufit Investments Inc. and 65,384,000 shares
subject to put option arrangements as referred in the
Company’s announcement dated 25th October, 2006
(of which 3,695,000 shares have been disposed of
before the balance sheet date are no longer subject

to put option arrangements).

Other than as disclosed above, none of the directors, chief
executives, nor their associates had any interests or short
positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as at 31st
December, 2006, as required to be recorded in the register
maintained by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Save as disclosed in “Share Option Scheme” in note 26,
at no time during the year was the Company, its holding
company or any of its subsidiaries or fellow subsidiaries a
party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition
of shares in, or debentures of the Company or any other

body corporate.

No contracts of significance to which the Company, its
holding company, subsidiaries or fellow subsidiaries was a
party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted

at the end of the year or at any time during the year.
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As at 31st December, 2006, the register of substantial

shareholders maintained by the Company pursuant to

Section 336 of the Securities and Futures Ordinance shows

that other than the interest disclosed above in respect of

certain directors, the following shareholders had notified

the Company of relevant interests and short positions in

the issued share capital of the Company.

(i) Long positions

ARAFBREEINAETLZEBR

BRE®

Names of shareholders

Basab Inc.

Guardian Trustee Limited

Penta Investment Advisers Ltd.

John Zwaanstra

Evolution Capital Management LLC

Evolution Master Fund, Ltd. SPC

Ordinary shares of HK$0.1 each of the Company

e T
g% EEREE
Number of
issued ordinary
Capacity shares held
FREXEA 195,805,000
Beneficiary of trusts (M17%1) (Note 1)
FRXEA 195,805,000
Beneficiary of trusts (K1) (Note 1)
RAEKE 28,616,000
Investment manager (K1 7%2) (Note 2)
RAEKE 28,616,000
Investment manager (M17%2) (Note 2)
RERKE 24,518,000
Investment manager
REKE 24,518,000

Investment manager

HERRRE BT
BRAEZED
Percentage of the
issued share capital
of the Company
73.15%

73.15%

10.69%

10.69%

9.16%

9.16%
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Notes:

These shares are registered in the name of Accufit
Investments Inc., which is 100% owned by Basab Inc.
as trustee of the Basab Unit Trust which is a unit trust
owned by Guardian Trustee Limited as trustee of a
discretionary trust, the beneficiaries of which are the
family members of Mr. Hui King Chun, Andrew. This
comprises 134,116,000 shares beneficially held by
Accufit Investments Inc. and 65,384,000 shares subject
to put option arrangements as referred in the
Company’s announcement dated 25th October, 2006
(of which 3,695,000 shares have been disposed of
before the balance sheet date hence are no longer

subject to put option arrangements).

John Zwaanstra wholly owns Penta Investment Advisers
Ltd.

Mr. Hui King Chun, Andrew is a director of Accufit

Investments Inc.
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Names of shareholders Capacity
Penta Investment Advisers Ltd. REKE

John Zwaanstra

Evolution Capital Management LLC

Evolution Master Fund, Ltd. SPC

FTiEmE RN RZEEN
B ARBETHBERRA
A S A A B

F
&
%

Investment manager
REKE
Investment manager
REKE
Investment manager
KREKE

Investment manager
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Short positions

FEe#T
ZEREAR
Number of
issued ordinary
shares held
28,616,000
28,616,000

24,518,000

24,518,000

Directors’ Report

Ordinary shares of HK$0.1 each of the Company

HERRRE BT
BREZBED
Percentage of the
issued share capital
of the Company
10.69%

10.69%

9.16%

9.16%

+= Other than as disclosed above, the Company has not been
ze notified of any other relevant interests or short positions
B in the issued capital of the Company as at 31st December,

2006.
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During the year, the Group has entered into sales
transaction with Zhaotong Cigarette Factory, Honghe
General Cigarette Factory, Yunnan, a 10% equity
shareholder in a subsidiary of the Company, amounted to
approximately HK$140,400,000 (2005: HK$131,600,000).
The Stock Exchange has granted conditional waivers to
the Company from strict compliance with the requirements
of the Listing Rules, and the independent non-executive
directors of the Company have confirmed that these
transactions were carried out in compliance with the
conditions set out in the waivers granted by the Stock

Exchange.

The independent non-executive directors have confirmed
that the above transactions has been entered into by the
Group in the ordinary course of its business on normal
commercial terms, and in accordance with the terms of
the agreement governing such transactions that are fair
and reasonable and in the interests of the shareholders of

the Company as a whole.

Save as disclosed above, there were no other transactions
which need to be disclosed as connected transactions in

accordance with the requirements of the Listing Rules.
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For the year ended 31st December, 2006, the Group’s
largest customer and five largest customers accounted for
approximately 38% and 67% respectively of the Group's
total revenue. The Group's largest supplier and five largest
suppliers accounted for approximately 29% and 81%

respectively of the Group’s total purchases.

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

customers or suppliers.

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the

Company'’s listed securities.

During the year, none of the directors had any interests in
competing business of the Company which was required

to be disclosed pursuant to Rule 8.10 of the Listing Rules.

There are no provisions for pre-emptive rights under the
Company’s Bye-Laws, or the laws of Bermuda, which
would oblige the Company to offer new shares on a pro-

rata basis to existing shareholders.
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The emolument policy regarding the employees of the
Group is set up by the Remuneration Committee and is

based on their merit, qualifications and competence.

The Remuneration Committee reviews the Group's
emolument policy and structure for all remuneration of
the directors and senior management of the Group, having
regard to the Group’s operating results, individual

performance and comparable market statistics.

The Company has adopted a share option scheme in 2002.
Details of the scheme are set out in note 26 to the financial

statements.

The Company has received, from each of the independent
non-executive directors, Messrs. Ng Chi Yeung, Simon,
Tam Yuk Sang, Sammy and Ho Lok Cheong, an annual
confirmation of his independence pursuant to Rule 3.13
of the Listing Rules. The Company considers that all of

the independent non-executive directors are independent.

The Company has maintained a sufficient public float

throughout the year ended 31st December, 2006.
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A resolution will be submitted to the forthcoming annual
general meeting to re-appoint Messrs. Deloitte Touche
Tohmatsu and Messrs. Graham H.Y. Chan & Co. as joint

auditors of the Company.

On behalf of the Board

Hui King Chun, Andrew
Chairman

Hong Kong, 18th April, 2007
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