CHAIRMAN'’S STATEMENT

RESULTS

The Directors are pleased to report that the audited
consolidated results of the Group for the year ended 31st
March, 2001 compare favourably with those of the previous
year. Turnover has increased by 20% to approximately
HK$576 million, while profit before taxation has increased by
40% to approximately HK$30.3 million. The encouraging
results represent another year of solid growth following the

Group's return to profit in the last financial year.

An analysis of the results for the year by principal product

category is as follows:
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before taxation
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Packaging materials, labels, children’s pictures and BEMH B RE
novelty books and other paper products BlELHEMEERRD 557,711 51,648
Environmentally friendly products RREmM 16,249 (7,089)
Licensed products Qg ER 1,863 (14,263)
575,823 30,296
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The Directors recommend a final dividend of HK1 cent (2000: ZEFg®@EZM_TET—FNLATHEARIIR
nil) per share for the year ended 31st March, 2001 payable to REMHIIRRE - KEHEZ_ZTT—F=H=
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on 14th September, 2001. No interim dividend has been

declared during the year ended 31st March, 2001 (2000: nil).
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BUSINESS REVIEW AND PROSPECTS

The year under review not only marked the 30th anniversary
of the Group but also a year of great significance for the
Group’s long-term development. It was during the year that
the Group began full implementation of a series of measures
aimed at achieving long-term sustainable growth. The initial
results have been encouraging, as reflected by the continued
growth of the Group in both turnover and profit, against a

background of challenges during the year.

Such challenges included the increase in the cost of paper,
intensive market competition, pressure on product prices and
the slowing United States economy. It was against this
difficult background that the Group’s core business of printing
and packaging managed to attain higher turnover and profit,
with particularly strong growth recorded in children’s pictorial
books and novelty items. The environmentally friendly
products division also saw an improvement in turnover and
made further progress in market penetration. As for the
licensing division, its performance remained below

expectation as a result of the weak consumer demand in the

Asia-Pacific region.

The measures are designed for the long term. They focus on
added-value services, product quality and variety, productivity
and cost efficiency, and are aimed at enabling the Group to
secure a solid customer base for sustaining its growth. An
integral part of these measures is related to the deployment of
new technology. During the year, the Group spent
approximately HK$34 million on capital investment, most of
which was related to upgrading machinery and new

technology. An example of new technology is the Computer-

to-Plate system set up by the Group’s pre-press department,
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which eliminates the procedure of film-making to enable a
faster and higher quality printing process. The new system has

received favourable feedback from customers.

The Directors are confident that with these measures, the
Group is in a good position to make satisfactory progress in

the future.

Packaging materials, labels, children’s pictures and novelty
books and other paper products

Hong Kong/Mainland China Operations

During the year, the Group’s Hong Kong/Mainland China
operations of printing and packaging continued to perform
satisfactorily, with solid growth in both turnover and profit
that was supported by an expanded customer base and an

improved customer mix.

Among the products, the highest sales growth was seen in
children’s pictorial books and novelty items. The robust
growth was primarily attributable to the Group’s proactive
measures in meeting customers’ needs, and its one-stop
service from design to printing. Moreover, the Group has
increased its level of participation in major international book
fairs, through which it successfully added a number of

renowned international publishers to its clientele.

The Group will continue to introduce new technology and
value-added services to this core business in order to obtain
more customers of multinational capacity and further improve

turnover and profitability.
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Singapore Operation

Starlite Printers (Far East) Pte. Ltd., a wholly-owned subsidiary
in Singapore, enjoyed the fourth year of growth in both
turnover and profit. However, the growth rate was affected by
the slowdown of the United States economy and the strong
competition in product price. Both local and overseas
customers, particularly those engaged in the electronics
industry, have adopted a more cautious attitude in placing
orders in view of the unfavourable economic conditions. The
subsidiary has been taking a proactive approach to counter
the negative factors by stepping up cost control, marketing
and corporate management. Given the subsidiary’s
outstanding record in human resources development and total
quality management, the Directors remain optimistic towards

the long-term prospects of the subsidiary.

The subsidiary received “People Developer Award” in
February 2000 and the “Singapore Quality Class Award” in
October 2000 from the Productivity and Standards Board in
Singapore. It was one of the very few medium-sized

companies in Singapore that received the awards.

Environmentally friendly products

During the year, there was improvement in the sales of the
Group’s environmentally friendly products for interior
package usage. However, the extent of growth was restrained

by strong competition.

As for the Group’s “Greenworks” brand products, comprising
children’s activity kits and arts and crafts manufactured by
using pulp-moulding technology, their sales continued to
grow following the Group’s vigorous marketing and
promotion campaigns.

These included the Group’s

participation in major trade shows and advertising in local
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and international trade magazines to target reputable
importers and retailers. Market penetration has also extended
to Europe, North America and major Asia-Pacific countries.
The Directors believe that “Greenworks” products will

maintain steady sales growth in this financial year.

In line with the Group’s commitment to continuous
improvement, Guangzhou Starlite Environmental Friendly
Center, Limited has obtained ISO 14001 International
Environmental Management Standards Certification in August

2000.

Licensed products

Termination of a major licensing agreement took effect during
the year, and efforts were spent on disposing the related
inventory. At the same time, the Group secured new licensing
agreements with the licensors of Japanese cartoon characters
“Doraemon” and “Sanrio” to design the shape, graphics and
packaging for soap products of the two characters and to
distribute these products in several Asian countries. The rights
were granted following the Group’s satisfactory performance

in distributing various licensed products of the two characters.

The Group also actively promoted its own brands “Robbi the
bunny” and “Artifact” by participating in international trade
exhibitions such as the Hong Kong Gift and Premium Show,
and advertising in local and international publications. These
efforts led to an increase in the number of licensees for the
design, manufacture and distribution of a greater variety of

products.

Towards the end of the financial year, the Group developed
and launched a new range of products under another brand

“PC Buddy”. These products, including monitor drape, wrist
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rest and soft monitor decors, have received favourable
responses from both local and overseas customers, with sales
already commenced in the local market. The licensor of
“Sanrio” has also granted the Group the right to apply all

“Sanrio” characters onto the “PC Buddy” products.

The Group’s website acoolc.com, launched in April 2000 for
the Group’s licensed products, has recorded an increase in
both the number of registered members and the monthly hit
rate. While transactions on the website remained low, the
Group is hopeful that the maintaining the website at
minimum cost, the Group will be able to take full advantage

of any opportunities arising from the maturing of e-business.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s sources of funding include cash generated from
operations and banking facilities provided by banks mainly in
Hong Kong and Mainland China. As at 31st March, 2001, the
Group’s cash and bank balances amounted to approximately
HK$37 million. Given the lower borrowing cost for RMB
loans, the Group plans to increase its RMB borrowings.
Currently, the Group has banking facilities of RMB25 million
for financing the working capital of the Group’s production

facilities in Shenzhen.

As at 31st March, 2001, the Group’s working capital position
improved by HK$29 million when compared to 31st March,
2000. The Group’s debt-to-equity ratio as at 31st March, 2001
was 83% (31st March, 2000: 104%), based on short-term and
long-term bank borrowings and other borrowings (excluding
trade related debts and borrowings) of approximately HK$123
million (31st March, 2000: HK$138 million), and
shareholders’ funds of approximately HK$149 million (31st

March, 2000: HK$133 million). These bank borrowings were
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secured by mortgages over the Group’s land and buildings
with a net book value of approximately HK$65 million (31st
March, 2000: HK$49 million). The drop in debt-to-equity
ratio was mainly attributable to the continued improvements
in the operating results of the Group.

As at 31st March, 2001, all amounts payable under a
forbearance agreement dated 16th June, 1999 in respect of a
convertible bond issued by a member of the Group were fully

settled.

HUMAN RESOURCES DEVELOPMENT

As at 31st March, 2001, the Group had approximately 3,000
employees. The Group maintains good relations with its
employees, providing them with competitive packages and
incentive schemes. In addition, the Group provides various
training programmes for its staff as part of the measures to
enhance human resources development and total quality

management.

During the year, the Group held in-house seminars and
workshops on various subjects for its staff, and engaged the
services of an external management consultant to introduce
new and modern management practices. The Group’s wholly-
owned subsidiary, Starlite Printers (Far East) Pte. Ltd., received
two major awards in Singapore, namely “People Developer
Award” and “Singapore Quality Class Award”, which are
good examples that the human resources development efforts

have been fruitful.
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LOOKING AHEAD

The economic prospects for the United States and Europe
remain uncertain. There are divided opinions as to how long
it will take before the United States may resume growth, and
whether Europe’s further integration towards a single market
will be smooth and achieve the desired benefits. But there is a
bright spot on the cloudy horizon. It is widely believed that
the Mainland China economy will continue to attain high
growth in the coming years, and its entry to the World Trade
Organisation will help promote trade and investment activities
across the continents. The Group has therefore formed a
separate marketing team to develop the PRC market. With the
Group’s long presence in the Mainland China and its
knowledge of the local market, the Directors are optimistic
that the Group will be able to seize the opportunities which

may arise in this market.

However, the Group’s fundamental approach in coping with
the changing business environment is to continue taking
proactive measures to strengthen its competitive advantages.
The initial results have been encouraging, as reflected by the
Group’s success in maintaining solid growth in the year under
review. The Directors believe that by further enhancing cost
efficiency, productivity, product quality and services, the

Group will continue in maintaining its growth.
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On behalf of the Board
Lam Kwong Yu

Chairman

Hong Kong, 20th July, 2001
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