CHAIRMAN'’S STATEMENT

RESULTS

The Directors are pleased to report the audited consolidated
results of the Group for the year ended 31st March, 2003.
Turnover has increased by 9% to approximately HK$611
million while profit attributable to shareholders has increased
by 34% to approximately HK$52 million. The satisfactory
results were attributable mainly to the ongoing improvement
programme launched by the Group, which has resulted in the
further strengthening of the Group’s core businesses of
printing and packaging and the strong sales growth in paper
products. It also contributed to the significant improvements
seen in the Group’s other divisions. Other contributory factors
included the reduction in finance costs due to improved cash

flow and lower interest rates.

An analysis of the Group’s results for the year by principal

product category is as follows:
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DIVIDENDS

The Directors recommend a final dividend of HK2 cents
(2002: HK2 cents) per share for the year ended 31st March,
2003 payable on 22nd September, 2003 to shareholders
whose names appear on the Register of Members on 5th
September, 2003. Together with the interim dividend of HK1
cent (2002: Nil) paid, full year dividends for the financial year

would be HK3 cents per share (2002: HK2 cents).

BUSINESS REVIEW AND PROSPECTS

The ongoing improvement programme proved to be a
rewarding strategy for the Group. In a year overshadowed by
weak economic conditions, military conflicts and the
outbreak of severe acute respiratory syndrome (SARS), the
Group encountered many formidable challenges including
intensified market competition, extra pressure on product
prices, and irregular order patterns seen from a number of
customers. Nonetheless, the Group’s further efforts to improve
staff proficiency and customer service not only translated into
higher profit for the Group in spite of the highly challenging
environment, but also provided the Group with a stronger

foundation for the future.

The Group’s core businesses of printing and packaging in
Hong Kong and Mainland China remained in good shape
despite a small decline recorded in turnover. Strong growth
was recorded in the sales of the paper products, proving once
again that such products were more resilient to the economic
downturn. However, the deterioration in the operating
environment has affected the Group’s Singapore subsidiary,

which reported a decline in profit. The Group is taking active
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measures to improve the profitability of the Singapore
subsidiary, including the operation of a new production plant
in Suzhou by the Singapore subsidiary. Details of the Suzhou
production plant and other measures taken by the Singapore
subsidiary to improve its results are described in their

respective sections below.

The licensed products division has significantly reduced its
loss following its restructuring in the last financial year. The
environmentally friendly products division has moved closer
to breakeven as the division extended its manufacturing skills

to cater for a wider variety of paper products.

Packaging materials, labels and paper products

Hong Kong Operations/Mainland China Operations

Due to intense competition and a reduction in product prices,
the Group’s printing and packaging businesses in Hong Kong/
Mainland China recorded a small decline in turnover for the
year ended 31st March, 2003. However, the impact of the
unfavourable market environment on the businesses has been
mitigated as the businesses took proactive efforts to increase
their competitive advantages. Strong growth was recorded in
the sales of paper products, which contributed favourably to

the enhancement of the core businesses’ profitability.

The proactive measures focused on the further improvement
of the Group’s fundamentals. Apart from the “top-down”
approach to tighten cost control and enhance productivity,
the Group also initiated a new series of “bottom-up” measures
to improve staff proficiency and customer service. These
measures included comprehensive training for staff and

customers, organised by the “Starlite Institute of Management”
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which opened in May 2002, and value-added services and
innovative products offered by the “Starlite Innovation
Centre”, which began operations in January 2002. By
upgrading the overall quality of the Group’s staff and
providing innovative design and logistics solutions for
customers, the management believes the Group has
strengthened its foundation for achieving sustainable growth.
In October 2002, Starlite Printers Limited, the Group’s
principal subsidiary for the printing and packaging businesses,
was awarded the “2002 Hong Kong Productivity Council
Certificate of Merit in Productivity” which represents a

recognition of the subsidiary’s outstanding performance in

productivity.

Suzhou Project

The Group’s new production plant in Suzhou commenced
production in August 2002, coinciding with the opening of
the Group’s representative office in Shanghai to capture the
growing demand for printing and packaging services in the

Yangtze River delta.

Catering for both domestic and export sale products, the
Suzhou production plant is currently equipped with one 5-
colour and one 6-colour Heidelberg printing press. The
Suzhou production plant is managed and owned by the
Group’s Singapore subsidiary, which at the initial stage has

been focusing its efforts on ensuring that the Suzhou

production plant has a sophisticated operation with the
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