REPORT OF THE DIRECTORS

(Amounts expressed in Hong Kong dollars)

The Directors have the pleasure of presenting their annual
report together with the audited financial statements of Starlite
Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) for the year ended 31st March, 2001.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. Its
subsidiaries are principally engaged in the printing and
manufacturing of packaging materials, labels, children’s
and novelty books,

pictures licensed products,

environmentally friendly products, and other paper products.
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REPORT OF THE DIRECTORS

The Group’s turnover by principal product category and

geographical

location together with their

respective

contributions to profit before taxation for the year ended 31st

March, 2001 are analysed as follows:

a. By principal product category:

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

Environmentally friendly products

Licensed products

b. By geographical location* :

Hong Kong and Mainland China
Singapore and Malaysia
United States of America

Others
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Contributions
to profit

before taxation

Turnover R AT
EER = Az B R
$’000 $’000
T T
DEEERE S :
BEME - 2% RZE
BE &k EAMm
wER M 557,711 51,648
IRIRE @ 16,249 (7,089)
BHHrREER 1,863 (14,263)
575,823 30,296
D EE 5+ :
BB KA R AR 323,999 8,800
Ny K 5 R g 113,918 18,838
EH 104,197 4,553
Hin 33,709 (1,895)
575,823 30,296

*  Turnover by geographical location is determined on the basis of the

destination of shipments/delivery of merchandise.
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CUSTOMERS AND SUPPLIERS

For the year ended 31st March, 2001, the five largest
customers accounted for approximately 34% of the Group’s
total turnover and the five largest suppliers accounted for
approximately 22% of the Group’s total purchases. In
addition, the largest customer accounted for approximately
14% of the Group’s turnover while the largest supplier

accounted for approximately 7% of the Group’s total

purchases.

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

suppliers.

RESULTS AND APPROPRIATIONS
Details of the Group’s results for the year ended 31st March,
2001 are set out in the consolidated income statement on

page 38 of this annual report.

No interim dividend was declared or paid during the year.
The Directors recommend the payment of a final dividend of
HK1 cent per ordinary share, totalling $4,018,010, and
recommend that the retained profit of approximately

$15,415,000 be carried forward.

SHARE CAPITAL AND EMPLOYEE SHARE OPTIONS
Details of movements in share capital and the employee share
option scheme of the Company are set out in Notes 21 and

22, respectively, to the accompanying financial statements.
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RESERVES AND RETAINED PROFIT (ACCUMULATED
DEFICIT)

Movements in reserves of the Group and the Company during
the year are set out in Note 23 to the accompanying financial
statements. Movement in the retained profit (accumulated
deficit) of the Group during the year is set out in the
consolidated income statement on page 38 of this annual
report.

As at 31st March, 2001, no reserve was available for

distribution to the Company’s shareholders.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed shares during

the year ended 31st March, 2001.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the

Company’s Bye-laws and the laws in Bermuda.

SUBSIDIARIES
Particulars of the subsidiaries are set out in Note 13 to the

accompanying financial statements.

PROPERTIES, MACHINERY AND EQUIPMENT
Details of movements in properties, machinery and
equipment during the year are set out in Note 12 to the

accompanying financial statements.

BANK LOANS AND OVERDRAFTS
Particulars of bank loans and overdrafts as at 31st March,
2001 are set out in Notes 16, 19 and 27 to the accompanying

financial statements.
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PENSION SCHEME
Details of the pension scheme are set out in Note 26 to the

accompanying financial statements.

CHARITABLE CONTRIBUTIONS
During the year, the Group made charitable contributions of

approximately $317,000 (2000: $407,000).

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The directors who held office during the year and up to the

date of this report are:

Executive directors

Mr. Lam Kwong Yu, Chairman

Ms. Yeung Chui, Vice Chairman

Mr. Tai Tzu Shi, Angus, Senior Vice President

Mr. Cheung Chi Shing, Charles, Senior Vice President
(Appointed on 8th September, 2000)

Independent non-executive directors
Mr. Chan Yue Kwong, Michael

Mr. Christopher James Williams

In accordance with the Bye-laws of the Company, all of the
directors will retire at the forthcoming annual general meeting

and, being eligible, offer themselves for re-election.

None of the directors has an unexpired contract with the
Group which is not terminable by the Group within one year
without payment of compensation (other than statutory

compensation).
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DIRECTORS’ INTERESTS IN SHARES AND SHARE OPTIONS

As at 31st March, 2001, the Directors of the Company had or
were deemed to have interests under the provision of the
Securities (Disclosure of Interests) Ordinance (“the SDI
Ordinance”), as recorded in the Register of Directors’ Interests
required to be kept by the Company pursuant to Section 29 of

the SDI Ordinance:

Name

Exps

Mr. Lam Kwong Yu (Notes a, b, ¢ & d)
e L (fata -~ b ckd)

Ms. Yeung Chui (Notes a, b, ¢ & d)
BRLLE (MiEa b ckd)

Mr. Tai Tzu Shi, Angus (Notes e & f)
BAHBE %L (fitekf)

Mr. Cheung Chi Shing, Charles (Note g)
REKRELE (MiEg)

Notes:

a. Best Grade Consultants Limited held 172,897,200 shares in the
Company. The entire issued share capital of Best Grade Consultants
Limited is held by Super Mark Enterprises Limited as trustee of the
Super Star Unit Trust. All units in the Super Star Unit Trust are
beneficially owned by two discretionary trusts, the discretionary
objects of which include Mr. Lam Kwong Yu and Ms. Yeung Chui.
The interests of Mr. Lam Kwong Yu and Ms. Yeung Chui in such
shares are accordingly “other interests” as described in Practice
Note 5 of the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited (“the Listing Rules”).
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Starlite Printers (Cook Islands) Limited held 16,198,704 shares in the
Company. The entire issued share capital of Starlite Printers (Cook
Islands) Limited is beneficially owned and controlled by Mr. Lam
Kwong Yu and Ms. Yeung Chui. The interests of Mr. Lam Kwong Yu
and Ms. Yeung Chui in such shares are accordingly “other interests”

as described in Practice Note 5 of the Listing Rules.

Mr. Lam Kwong Yu held 12,830,270 shares in the Company and
options to subscribe for an aggregate of 4,912,000 shares in the
Company at prices ranging from $0.26 to $0.69 per share
exercisable during the period from 29th December, 1995 to 3rd
November, 2007. These interests of Mr. Lam Kwong Yu and,
accordingly, his wife, Ms. Yeung Chui, are “personal interests” as

described in Practice Note 5 of the Listing Rules.

Ms. Yeung Chui held 3,396,000 shares in the Company and options
to subscribe for an aggregate of 4,326,000 shares in the Company
at prices ranging from $0.26 to $0.69 per share exercisable during
the period from 29th December, 1995 to 3rd November, 2007.
These interests of Ms. Yeung Chui and, accordingly, her husband,
Mr. Lam Kwong Yu, are “personal interests” as described in

Practice Note 5 of the Listing Rules.

Mr. Tai Tzu Shi, Angus held options to subscribe for an aggregate of
130,000 shares in the Company at prices ranging from $0.34 to
$1.44 per share exercisable during the period from 9th October,
1994 to 31st December, 2002. These interests are “personal

interests” as described in Practice Note 5 of the Listing Rules.

Ms. Mak Yuen Wah, wife of Mr. Tai Tzu Shi, Angus, held 18,000
shares in the Company. The interests of Mr. Tai Tzu Shi, Augus in
such shares are “family interests” as described in Practice Note 5 of

the Listing Rules.

Mr. Cheung Chi Shing, Charles held options to subscribe for an
aggregate of 400,000 shares in the Company at $0.34 per share
exercisable during the period from 30th April, 1998 to 29th
October, 2001. These interests are “personal interests” as described

in Practice Note 5 of the Listing Rules.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

The Company has a share option scheme, under which it may
grant options to employees (including executive directors) of
the Group to subscribe for shares in the Company. Details of
the scheme are set out in Note 22 to the accompanying
financial statements. The share options granted to and held by

the Company’s directors during the year were as follows:

ESWBERONEZZER

ARAHRE-—HBERESE - B ARF
ARTASEES (BEATES) BRE -
AEBARRA RN - st &8l 2 FIHHNBE
iz AR K MIFE22 - ERERFARFE RE
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Number of share options

BREHE

Subscription Granted Exercised Expired

price Beginning during during during
Name per share of year the year the year the year  End of year
EEpE BRABE £ FREBH FRTHE FREH FH
Mr. Lam Kwong Yu $0.26 1,600,000 — — — 1,600,000
WAL E $0.69 2,512,000 — — — 2,512,000
$0.34 800,000 — — — 800,000
Ms. Yeung Chui $0.26 1,824,000 — — — 1,824,000
BRI $0.69 1,702,000 — — — 1,702,000
$0.34 800,000 — — — 800,000
$0.17 300,000 — — (300,000) —
Mr. Tai Tzu Shi, Angus $1.44 30,000 — — — 30,000
HEBLE $0.34 100,000 — — — 100,000
$0.17 1,400,000 — — (1,400,000) —
Mr. Cheung Chi Shing, Charles $0.34 400,000 — — — 400,000
REMEE $0.17 2,450,000 — —  (2,450,000) —
13,918,000 — —  (4,150,000) 9,768,000
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The options with a subscription price of $0.26 are exercisable
at any time during the period from 29th December, 1995 to
31st December, 2002; those with a subscription price of
$1.44 are exercisable at any time during the period from 9th
October, 1994 to 31st December, 2002; those with a
subscription price of $0.69 are exercisable at any time during
the period from 11th March, 1998 to 9th September, 2007;
those with a subscription price of $0.34 are exercisable at any
time during the period from 30th April, 1998 to 3rd
November, 2007.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement
to enable any of the Company’s directors or members of its
management to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body

corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in Note 3 to the accompanying financial
statements, no contract of significance in relation to the
Group’s business to which the Company or any of its
subsidiaries or holding companies was a party and in which
any of the Company’s directors or members of its
management had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2001, the following entity (not being a
director or chief executive of the Company) had or was
deemed to have interests, being 10% or more, in the issued
share capital of the Company recorded in the register kept by
the Company under Section 16(1) of the SDI Ordinance:

Name

=x
Best Grade Consultants Limited
Save as disclosed above, the Company had no notice of any

interests to be recorded under Section 16(1) of the SDI
Ordinance as at 31st March, 2001.
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AUDIT COMMITTEE
The Audit Committee has reviewed with management the
accounting policies adopted by the Group and discussed

auditing, internal control and financial reporting matters.

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules throughout the year ended 31st March,
2001, except that the non-executive directors are not
appointed for specific terms. However, the non-executive
directors are subject to retirement by rotation and re-election
at the annual general meeting in accordance with the

Company’s Bye-laws.

SUMMARY FINANCIAL INFORMATION
A summary of the Group’s financial information for the last

five financial years is set out on page 21 of this annual report.

AUDITORS

The accompanying financial statements were audited by
Messrs. Arthur Andersen & Co. A resolution for the re-
appointment of Messrs. Arthur Andersen & Co as the
Company’s auditors for the ensuing year is to be proposed at

the forthcoming annual general meeting.
On behalf of the Board of Directors,
Lam Kwong Yu

Chairman

Hong Kong, 20th July, 2001.
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