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The Directors have the pleasure of presenting their annual
report together with the audited accounts of Starlite
Holdings Limited (“the Company”) and its subsidiaries
(“the Group”) for the year ended 31st March, 2006.

Principal activities

The Company is an investment holding company. Its
subsidiaries are principally engaged in the printing and
manufacturing of packaging materials, labels and paper
products and environmentally friendly products.

Details of the Group’s sales and segment result by business
segment and geographical segment are set out in Note 5 to
the accompanying accounts.

Major customers and suppliers

For the year ended 31st March, 2006, the five largest
customers accounted for approximately 34% of the
Group's total sales and the five largest suppliers accounted
for approximately 24% of the Group’s total purchases. In
addition, the largest customer accounted for approximately
9% of the Group’s sales while the largest supplier
accounted for approximately 9% 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, 2006 are set out in the consolidated income
statement on page 49 of this annual report.

The directors have declared an interim dividend of
HK$0.015 per ordinary share, totalling approximately
HK$6,442,000, which was paid on 6th January, 2006.

The Directors recommend the payment of a final dividend
of HK$0.015 per ordinary share, totalling approximately
HK$6,442,000, and recommend that the retained profits of
approximately HK$191,186,000 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
26 and 27, respectively, to the accompanying accounts.
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Reserves

Movements in reserves of the Group and the Company
during the year are set out in Note 28 to the accompanying
accounts.

As at 31st March, 2006, the Company’s retained profit of
approximately HK$22,872,000 was available for
distribution to the Company’s shareholders, of which
HK$6,442,000 has been proposed as final dividend for the
year.

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, 2006.

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 18 to the
accompanying accounts.

Property, plant and equipment

Details of movements in property, plant and equipment
during the year are set out in Note 16 to the accompanying
accounts.

Bank loans
Particulars of bank loans as at 31st March, 2006 are set out
in Notes 22 and 32 to the accompanying accounts.

Pension schemes
Details of the pension schemes are set out in Note 9 to the
accompanying accounts.

Charitable contributions

During the year, the Group made charitable contributions
of approximately HK$102,000 (2005: HK$14,000).
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Directors and director’s 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

Non-executive director
Mr. Christopher James Williams

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

Mr Kwok Lam-Kwong, Larry, JP

Mr. Tam King Ching, Kenny

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).

Independent Non-executive directors’

confirmation of independence

The Company has received independence confirmation
from each of the independent non-executive directors,
namely Mr. Chan Yue Kwong, Michael, Mr. Kwok Lam
Kwong, Larry, JP and Mr. Tam King Ching, Kenny, and
considers them to be independent.
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Directors’ interests in shares and share options
As at 31st March, 2006, the interest of the Directors and
Chief Executive of the Company 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”)) which were
required to be notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were
taken or deemed to have under such provisions of the
SFO), or which were recorded in the register required to be
kept by the Company under Section 352 of the SFO, or
which were required, pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”), to be notified to the Company and the Stock
Exchange, were as follows:

Long positions in Shares

Name of Personal Family
Director Capacity interests interests
Espg L) AR ES3 £
Mr. Lam Kwong Yu  Beneficial owner, B & #%& 2,150,000 1,100,000
wRWEE interest of spouse BB -

& controlled SEEARE

corporation, pa: 13

beneficiary and EEZHEA

founder of trusts R A A
Ms. Yeung Chui Beneficial owner, E#Z#EH + 1,100,000 2,150,000
BELZL interest of spouse BB

& controlled FEHAE

corporation, A 1

beneficiary and FRAZHEA

founder of trusts RAIHA
Mr. Tai Tzu Shi, Beneficial owner ~ E#mHEAR 380,000 18,000

Angus & interest of 2 18 i
BHELE spouse
Mr. Cheung Beneficial owner ~ B#H#EH 750,000 —
Chi Shing, Charles

' Details of share options granted to Directors are separately
disclosed under the heading of Share Option Scheme.
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Corporate Other
interests interests
NEER Hit
844,000 218,554,174
(Note 1) (Note 2)
(BFEE) (BrEE2)
844,000 218,554,174
(Note 1) (Note 2)
(FE&ET) (CEM)

a2y

222,648,174

222,648,174

398,000

750,000

Approximate

% of 'Outstanding
Total Shareholding share options

EREZ
ERER

51.84%

51.84%

0.09%

0.17%

T RAT
ZBRE

4,162,000

3,852,000

2,620,000

2,640,000

D RTESBREZHEERAXZBRESENOAE
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Notes:

1. Dayspring Enterprises Limited held 844,000 shares in the
Company. The entire issued share capital of the company is
beneficially owned and controlled by Mr. Lam Kwong Yu and
Ms. Yeung Chui. The 844,000 shares of Mr. Lam Kwong Yu and
Ms. Yeung Chui are the same block of shares.

2. Best Grade Advisory Limited (“BGAL”) held 218,554,174 shares
in the Company. The entire issued share capital of BGAL is held
by Masterline Industrial Limited as trustee of The New Super
Star Unit Trust. All except one units in The New Super Star Unit
Trust are beneficially owned by two discretionary trusts, the
discretionary beneficiaries of which include Mr. Lam Kwong Yu,
Ms. Yeung Chui and Mr. Lam Chuen Yik, Kenneth. HSBC
International Trustee Limited acted as trustee of the two
discretionary trusts. The two references to 218,554,174 shares
relate to the same block of shares in the Company.

Save as disclosed above, none of the Directors or Chief
Executive of the Company had, as at 31st March, 2006,
any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) which would have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such
provisions of the SFO), or which were recorded in the
register required to be kept by the Company under Section
352 of the SFO, or which were required to be notified to
the Company and the Stock Exchange pursuant to the
Listing Rules.
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Share option scheme

A new share option scheme has been adopted by the
Company since 6th September, 2002 (the “New Share
Option Scheme”) to replace a share option scheme which
had been adopted on 8th February, 1993 (the “Old Share
Option Scheme”) to comply with the current statutory
requirements. The Company may grant options to the

EEERE

BRETE

participants as set out in the New Share Option Scheme.
Summary of the Old Share Option Scheme and the New

Share Option Scheme was as follows :

1. Purpose of the Old and New
Share Option Schemes

ERTBRESEHEDN

2. Participants of the Old and
New Share Option Schemes

EnHBERETENSEA
+

Old Share Option Scheme
EERETE

As an incentive to employees

ERHESNER -

Any full-time employee of the
Company or any Subsidiary
(including full-time executive
directors of the Company or any
Subsidiary)
AAAREMBARNEBES
(BREALAIEMNBRAR Z22H
HITES) °

ARARH-ZFEZFNANACERMAMBRE
B (THBRESTS D UBRAR - A h=F=
ANBRAzBRESE (EBRETE] -
URERTZEEER o NA T W IBRE
BB S2RAIRTERE - EBRES
ERFBRESINPEDT ¢

New Share Option Scheme
HEREE

To provide participants with the
opportunity to acquire proprietary
interests in the Company and to
encourage participants to work
towards enhancing the value of
the Company and its Shares

RBEALRUEBEALTIRE
BoHE YRBSRALED
BAAQARAERD 2EE-

(i)  Any full-time employee of
the Company or of any
Subsidiary; and

(i) Any full-time executive
director of the Company or
of any subsidiary

(i) ARADIHEMBLAZZH
’BE R

(il XOABBEMBEL T2 EH
HITES
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=

.l g

Total number of Shares
available for issue under the
Old and New Share Option
Schemes and percentage of
issued share capital as at the
date of the annual report

R A5 T B8 IR A ST 8 A 3
TROBBERRAFRA MY
HEBRITRABI

EET

Old Share Option Scheme
EEKREE

The maximum number of Shares
in respect of which options may
be granted (when aggregated with
any securities subject to any other
share option scheme(s) of the
Group) shall not exceed 10% of
the number of issued Shares of the
Company from time to time
excluding the aggregate number of
shares which are issued pursuant
to the Old Option Scheme.
REBRESEMITERTZE
fR (5] A< S [ HL fth B8 AR A 5T &)
REARITEZBRE EERD &
BB TEBBEARATE
EBTRA10% - HETEEETRE
REEBREGFIART2BRE
MmETZRM -

&

New Share Option Scheme
R EE

The Company may initially grant
options representing 41,250,098
Shares under the New Share
Option Scheme (i.e.
approximately 10% of the issued
share capital of the Company as at
the date of the adoption of the
New Share Option Scheme and
approximately 9.6% of the issued
share capital of the Company as at
the date of the annual report)

The maximum number of Shares
which may be issued upon
exercise of all outstanding options
granted and yet to be exercised
under the New Share Option
Scheme and any other schemes
adopted by the Company must not
exceed 30% of the Shares in issue
from time to time. No options may
be granted under the New Share
Option Scheme or any other share
option scheme if that will result in
the 30% limit being exceeded.
RIEHBRETE - AQFAL
AR F % R41,250,098 R BB (16
0N R PAER A0 BB R AT 81 B
ZEBITRANI0%RERR AR
REHRAHZEHITRAK.6%)
BRI -

RIBEA QBB Z 508 R T &
R AR E Al 5 B8R F M R AT
CEREETEEMAIRTZR
NEEZBETESBEBATHEEH
TR 230% ° fisl AR 5 37 8 IR BE =T
ERTHERESEEB30%LR
AR A% F B AE -
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Maximum entitlement of
each participant under the
Old and New Share Option
Schemes

BUZEATRBEERHBE
RETERBNERS HHE

The period within which the
Shares must be taken up
under an option
REBEREAZB RO OB
PR

The minimum period for
which an option must be
held before it can be
exercised.
ARTEAMFAEBRENR
2 B IR

EET

Old Share Option Scheme
EEKREE

25% of the aggregate number of
Shares in respect of which options
are issuable under the Old Share
Option Scheme
ERREFIESTRTZRD
HEE25% °

At any time during a period to be
determined by the Board, which
shall not be more than 10 years
from the date on which the option
is granted.
HESEREZHB A EME
B HERNFAAEEBRE A
HEET+F -

An option may be exercised at any
time during a period commencing
on the expiry of 6 calendar
months after the date of grant of
the option, but in any event not
later than 10 years from the date
of grant.
BRETREERTEREZS AL
AAREERREMEETE - H
THEBZBRERL BHI0F
BASh o

&

New Share Option Scheme
R EE

The total number of Shares issued
and to be issued upon exercise of
the options granted and to be
granted to each participant
(including both exercised and
outstanding options) under the
New Share Option Scheme or any
other share option scheme
adopted by the Company in any
12 month period must not exceed
1 % of the Shares in issue.
REHBREFTEUREART 2
EAEAMBBEREST S - EEM12
BRAMER  MeULBEALRER
TEREMETEBRE (BFEC
THERERITEZBRE) BT
REFTRTzZROBLE 115
BERTROBEZ21%°

Must not be more than 10 years
from the date of offer or grant of
the option.
BERREELRTZAEHTE
skl

An option may be exercised at any
time during a period commencing
on the expiry of 6 calendar
months after the date of grant of
the option, but in any event not
later than 10 years from the date
of grant.
BRETRERTEREE AL
sHAEE R REMEEITE -
TEEBZBREREAH10F
BASh o
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7. The amount payable on

application or acceptance of
the option and the period
within which payments or
calls must or may be made
or loans for such purposes
must be paid

RERENERENENSS
BEURA BN K
RFEEFRFBREERD
HAPR

8.  The basis of determining the

exercise price

BETEENEE

EET

Old Share Option Scheme
EEKREE

HK$10 is to be paid as
consideration for the grant of
option and the option shall be
accepted within 28 days from the
date of offer

EXNBEBIOTEAE FRRE
ZRE MBRELXBERETH
HAMEET 28 H N o

The exercise price is determined
by the Board in their absolute
discretion but in any event shall
not be less than the higher of:

(i)  80% of the average of the
closing price of the Shares as
stated in the Stock
Exchange’s daily quotations
sheet for the five trading
days immediately preceding
the date of grant of an
option; or

(ii)  the nominal value of the
Shares

AEERESEEE  BREE
AT HBRE % -

() BEBRERFAEHIAERE
X5 BRMNERFTNTEY
U B 80% » =

(i) KRPEIE

] &

New Share Option Scheme
R EE

The amount payable on
acceptance of an option is HK$10
and an offer shall remain open for
acceptance by the participant for a
period of 28 days from the date on
which the letter containing the
offer is delivered to that
participant.
EMBRERMAXNZRERE
Wiom - MBBEALATRKEER
WRHEF20E BN ERBR
E o

The exercise price shall be
determined by the Board in its
absolute discretion and shall be at
least the highest of:

(i) the closing price of a Share
as stated in the daily
quotations sheet issued by
the Stock Exchange on the
date of grant, which must be
a business day; or

(ii)  the average closing price of a
Share as stated in the daily
quotations sheet issued by the
Stock Exchange for the 5
business days immediately
preceding the date of grant; or

(iii) the nominal value of the
Shares on the date of grant.

BREZTEEHMESERET
BROUTHHBEERE

i) BROREHRTEREEHR
(AREEH)BXAEHER
BRFAIZWTE S R
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9.  The remaining life of the Old
and New Share Option
Schemes
B T BB IR R AT 8 Y R BR D
R

The following table shows the movements in the
Company’s share options during the year and the

EET

Old Share Option Scheme
EEKREE

The Old Share Option Scheme
was adopted on 8th February,
1993 and was originally effective
until 7th February, 2003 . On 6th
September, 2002, the Old Share
Option Scheme was resolved by
the shareholders of the Company
to have been terminated thereon.
EEREFEANR-NWA=ZF=A
NERARER-ZZ2=F_A
tHA—EEAM -R=F=Z
NARB  RABRRBRER
BT EmZ BRIV -

outstanding options at the beginning and end of the year:

&

New Share Option Scheme
R EE

The New Share Option Scheme
shall be valid and effective for a
period of ten years commencing
on the adoption date i.e. 6th
September, 2002

MERESIHRAE (BI-2FF
“EABARBETERN-EER
REXY -

AARBRERFAZSBRNFARFLHE
RITEZBREMT RAR :

Old share option scheme EBREE
Exercise Granted Exercised Lapsed
Date of Exercise price per Beginning during during during End of
Name grant period share of year the year the year the year year
" RERH TEHB BRABE F£9 FARE FARATHE FREX FLR
HK$ ‘000 ‘000 ‘000 ‘000 ‘000
BT TR TR TR TR TR
Directors
S
Mr. Lam Kwong Yu 10.9.1997 11.3.1998 — 0.69 2,512 — (600) — 1,912
ML 9.9.2007
Ms Yeung Chui 10.9.1997 11.3.1998 — 0.69 1,702 — (100) — 1,602
BEZL 9.9.2007
4,214 — (700) — 3,514

o
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EEERE

New share option scheme g ESTE
Exercise Granted Exercised Lapsed
Date of Exercise price per Beginning during during during End of
Name grant period share of year the year the year the year year
A& RHBH TERAHE BRABE £ FARE FRTE FAXK FR
HK$ ‘000 000 ‘000 ‘000 ‘000
BT TR TR TR TR TR
(i) Directors
B=x
Mr. Lam Kwong Yu 19.2.2004 19.8.2004 — 1.07 2,250 — — — 2,250
M E 18.2.2007
Ms. Yeung Chui 17.1.2003 17.7.2003 — 0.57 500 — (500) — —
BRLL 16.1.2006
19.2.2004 19.8.2004 — 1.07 2,250 — — — 2,250
18.2.2007
Mr. Tai Tzu Shi, 19.2.2004 19.8.2004 — 1.07 1,200 — — — 1,200
Angus 18.2.2007
HEHELE 29.12.2004 29.6.2005 - 0.77 1,800 — (380) — 1,420
28.12.2007
Mr. Cheung Chi 19.2.2004 19.8.2004 — 1.07 1,200 — — — 1,200
Shing, Charles 18.2.2007
RAERLE 29.12.2004 29.6.2005 — 0.77 1,800 — (360) — 1,440
28.12.2007
(i)  Employees 10.1.2003 10.7.2003 - 0.53 200 — (80) (120) —
E& 9.1.2006
6.2.2004 6.8.2004 - 0.93 4,200 — (837) — 3,363
5.2.2007
29.12.2004 29.6.2005 - 0.77 4,200 — (1,444) — 2,756
28.12.2007
28.10.2005 28.4.2006 — 0.72 — 482 — — 482
27.10.2007
19,600 482 (3,601) (120) 16,361

The Company had used a Binomial Option Pricing Model
to determine the fair value of certain options granted as at
the date of grant, details of which are set out in Note 27 to
the accounts.

The Binomial Option Pricing Model was developed to
estimate the fair value of American style options, that is,
options that can be exercised at any time throughout the
option term from the date of being vested. It is one of the
commonly used models to estimate the fair value of an
option which can be exercised before the expiry of the
option period. The value of an option varies with different
variables of certain subjective assumptions. Any change in
variables so adopted may materially affect the estimation
of the fair value of an option.

ARABRCHAZEBEANNECERENTEE TA
REBRERBRHERAZ2AFE  #BRANK
BMEE27 ©
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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 33 to the accompanying
accounts, 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

So far as is known to any Director or Chief Executive of the
Company, as at 31st March, 2006, shareholders (other than
Directors or Chief Executive of the Company) who had
interest or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO were as follows:

1. Long positions of substantial shareholders in the
shares of the Company

Name of shareholder Capacity
BREB g4
Best Grade Advisory Beneficial owner
Limited ERESR
Masterline Industrial Trustee
Limited IEPN
HSBC International Trustee
Trustee Limited PN

.

EEERE

BREMFEEN  RENEFAER > ARAR
HEMHBARAHBESREMZH AL
AESENAEEEREEWBAQTAREMHE
s ABERZRDNESFMES -

EEREHNRZRH

BRIABERM AR E M3 REE I » RAAHHE
MBARARNFRARNFAEMEE  LEITBE
MEFEEXBEEMAQRTAESHEEER
EHERNBEERAEPEAFNGZZEESN -

FERR
RADAESHHESTRAEHRA RZFF
RNRE=ZR=1—H  REQXFRDHABERND
THREARBESRBERAEXVIE 2R E3D
MR ABA DA BERCTHRA QA RE
G RHERBIEIBMFEFTNECMANERS
KRZBRR (ARRAESHIRSITHRABRM)
W

. FERRRAQXAROGZHEFR

Number of Approximate %
Shares of Shareholding
HREZ
Ligrig 4= BBt
218,554,174 50.89%
(Note 1)
(BEE)
218,554,174 50.89%
(Note 1)
(BEE)
218,554,174 50.89%
(Note 2)

(B &£ 2)
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2. Long positions of other persons in the shares of the

Company
Name of shareholder Capacity
RERE B )
Value Partners Limited Investment manager
BREKRE
Cheah Cheng Hye Interest of controlled
EIN-pi=; corporation
ZEANA zESE
Notes:
1. The two references of 218,554,174 shares relate to the same

block of shares in the Company. Best Grade Advisory Limited
(“BGAL”) held 218,554,174 shares in the Company. The entire
issued share capital of BGAL is held by Masterline Industrial
Limited as trustee of The New Super Star Unit Trust. All except
one units in The New Super Star Unit Trust are beneficially
owned by two discretionary trusts, the discretionary
beneficiaries of which include Mr. Lam Kwong Yu, Ms. Yeung
Chui and Mr. Lam Chuen Yik, Kenneth. HSBC International
Trustee Limited acted as trustee of the two discretionary trusts.

2. The two references of 218,554,174 Shares described in Note 1
and Note 2 relate to the same block of Shares in the Company.
HSBC International Trustee Limited (“HSBC”), as trustee of two
discretionary trusts in which Mr. Lam Kwong Yu, Ms. Yeung
Chui and Mr. Lam Chuen Yik, Kenneth were the beneficiaries,
were interested and/or deemed to be interested in the said
218,554,174 shares.

3. The two references to 29,910,000 shares relate to the same
block of shares in the Company.

Audit committee

The Audit Committee is composed of all the four non-
executive directors of the Company of which three of them
are independent. The audit committee has reviewed with
management the accounting policies adopted by the
Group and discussed auditing, internal control, and
financial reporting matters, including the review of
financial statements for the year ended 31st March, 2006.
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Number of Approximate %
Shares of Shareholding
HREZ
R4 E BBt
29,910,000 6.96%
(Note 3)
(B EE3)
29,910,000 6.96%
(Note 3)
(B EE3)
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Summary financial information

A summary of the Group’s financial information for the last
five financial years is set out on pages 20 and 21 of this
annual report.

Sufficiency of public float
Based on the information that is publicly available to the
Company and within the knowledge of its Directors, the
Directors confirm that the Company has maintained during
the year under review the amount of public float as
required under the Listing Rules.

Corporate governance

A report on the principal corporate governance practices
adopted by the Company is set out on pages 36 to 43 of
the annual report.

Auditors

The accompanying accounts were audited by
PricewaterhouseCoopers. A resolution for appointment of
PricewaterhouseCoopers as the Company’s auditors for the
ensuring year, is to be proposed at the forthcoming annual
general meeting.

On behalf of the Board of Directors,
Lam Kwong Yu
Chairman

Hong Kong, 6th July, 2006
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