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For widely known reasons, the printing industry was hit by
rising costs during the financial year 2005/2006. The price
increases were large and extensive, covering paper-based
materials and supplementary materials, electricity, wages
and financial funding. Due to intense competition, it was
difficult to pass on in full the additional costs to customers.
Indeed, the Group had to revise down the prices of some
products in order to secure the orders. Facing these
formidable challenges, the Group adopted the “Thriving on
2005” campaign at the beginning of the financial year,
aiming at further increasing the Group’s competitiveness
through prompt response and efficient production to
counter the unfavourable factors. However, some staff
members seemed carried away by the uninterrupted
growth of the Group in the past five years and they forgot
about the importance of “preparing for foul in fair
weather”. As the campaign moved forward without the full
effort of all staff, the half measures though successful were
insufficient to block the assaults from all fronts. As a result,
while the Group recorded a 6% growth in turnover, there
was a decline in net profit — the first in the past five years
and a smack in the eye.

Taking the situation to task, the Directors made decisive
rearrangement to the workforce and further streamlined the
management structure to only five levels from the Chief
Executive Officer to the frontline staff. These measures
have enhanced the reporting system and facilitated faster
and clearer communication.

Human capital is the foundation of an enterprise. While
corporations compete on new technology, many look
outside for skilled labour. As such, the Group’s staff
members, who have been well trained by the Group,
become subjects of headhunt. This happens most often at
the beginning of the year. The Group has taken measures
to safeguard its workforce, focusing on active action,
strong leadership and individual orientation in the monthly
and quarterly reviews of staff performance. With the new
knowledge gained from the measures, the Group is further
improving its incentive system and is building a more
aggressive corporate culture emphasising both reward and
penalty.

Providing intimate services to customers and expanding
the customer base through innovative means are the
responsibilities of the sales department and every staff
member, who should also treat these as the guidelines for

E R R

FEAHABEE > 2005/2006 0 BEE R » E1
¥HEEERE B -BEH  IERAINRHTE
BELR MEEENEIBEE  ERELS
RAZFEBLAAR  EEZ - LERERET
THAE - PELI TN SBREORE B8
BATEHAEFRENEL FEZIREET
(R 2005 /M0 1TE A M EBBARKE IR
REELZREABFZED EHANBEREENR
MHERERIIBEAREZERNESRE
BOBEBEESAEEZ MEATHERZE B
HBENFERBEEZEEMENTIANREEZ > F
It BELEXEESRSEIZAER HER
ERTERINEXNEBRREER

ESRAERL  HABREHNMT —LAR
ENZH UHCEASE-SBEEHL BB
THITRAREZEE -—RETESTEKENE
EENX  TANNBELRBTE  KANRES
THEEEENMESERE -

ABREERAKNME  HRBRERLH - ®
S AT RE  B-FFNKEMBENAT
BXHNRABF  KEMEEYE  &E8AH - - 8F
FERTEENEER  BETHEE  AXERE
MEBEE PSS THNIBNER =
EHBHE ZLTERBEBIVHERDEX
1t °

BOLEF  SISRIFBEAETR  FAAMEAD
EEHBIELENE—NLEINEENTHE
TENER REET¥FRE REFAIE
BENTHRNEFL  MBEXEFERM



CHAIRMAN'’S LETTER

action. Since the second half of the financial year, the
Group has successfully increased customer confidence by
taking new measures to create value for customers. Hence
the Group was able to enlarge its customer base and
expand into the production of new products such as
elegant gift boxes. The Group also strengthened its
strategic alliance in packaging and increased its market
expansion and penetration.

The Group is engaged in two major businesses: first, the
printing and packaging business which requires short-
distance logistics services; and second, the paper products
and children books business which requires labour-
intensive and low-cost production. In order to meet
customers’ demand, the Group has systematically built a
strategic supply network in the last 15 years, covering
Singapore to the south, Suzhou to the north, Shanghai to
the east, and Shaoguan to the west. While these facilities
are equipped in different manner to meet customers’
needs, they share the common objective of ensuring
highest customer satisfaction. The Starlite Asian Service
Network is a good reflection of the Group’s strong
resources and powerful teamwork.

Pursuing the highest quality is a paramount objective of
the Group, which is built on the regular enhancement of
efficiency and workmanship. Through meticulous
production, stringent “7S” on-site supervision, and
environmental protection measures, the Group has
attained satisfactory results in quality improvement.
Moreover, both the managers and frontline staff have
gained a better understanding of quality and they treat the
results as a direct reflection of their personal value to the
enterprise.

Through launching further reforms, strengthening cost
control and increasing the economies-of-scale, | strongly
believe that the Group’s subsidiaries around the region will
be able to return to the healthy track. In the 2006/2007
financial year, the Group will strive its best to obtain better
results for shareholders.

Lam Kwong Yu
Chairman

Hong Kong, 6th July, 2006
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