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BUSINESS REVIEW AND OUTLOOK

Results for the 18-Month Period ended 30 June 2005
(the “Period”)

The Directors of the Company are pleased to announce the
audited results of the Company and its subsidiaries (the
“Group”) for the Period. Owing to a change in the date of the
financial year end, the results for the Period are not directly
comparable to those of previous years, but nonetheless, they
show a consistent improvement in our performance. The
summary results for the 18-month period are as follows:

. Turnover of HK$3,054 million.
. Profit attributable to shareholders of HK$85 million.
. Earnings per share of HK$0.35.

The Board of Directors has recommended a final dividend of
HK$0.07 per share, resulting in a total dividend for the period
of HK$0.13 per share.

Business Environment

The economy of Mainland China achieved steady growth, and
this contributed to the Hong Kong market’s recovery. However,
since 2003, commodity and petroleum costs have continued to
fluctuate, putting pressure on gross profit margin. Furthermore,
intense competition and market forces made it difficult to pass
on the increased costs to our customers. In dealing with these
challenges, the Group has put in place measures in managing
raw material costs, and reducing overheads wherever possible.

Brand Building and Recognition
Our branded products have achieved widespread recognition

of good quality in the market facilitating further sales growth
in the region.
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Marketing Campaign of “Knife Brand” and
“Red Lantern” Edible Oils
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CHAIRMAN’S STATEMENT (continued) EE S I EREE (2

Lam Soon Group is the only group in Hong Kong which has
been awarded five Hong Kong Top Brand Awards (formerly
known as the Hong Kong Top Ten Brandnames Awards) from
The Chinese Manufacturers’ Association of Hong Kong during
the six years from 1999 to 2004. The five brands are “Knife”
brand cooking oil in 1999, “AXE” brand detergent products in
2000, “Red Lantern” brand cooking oil in 2002, “Golden
Statue” brand bread flour in 2003 and “American Roses” brand
soft flour in 2004.

In addition to the Hong Kong Top Brand Awards that it
received in 2003, the “Golden Statue” was also awarded the
title of “China Top Brand” (wheat flour category) in 2004 and
“Shenzhen Top Brand” in 2005. “Golden Statue” was the
only flour brand in Southern China as well as the only Hong
Kong brand among the 48 categories of 271 products to win
the national “China Top Brand Award”.

In recognition of the importance and potential impact of the
internet as a powerful information channel and branding
media, the Group has created a barrier-free web access to
our customers to enjoy diversified services and knowledge
sharing. The Group won the Web Care Award from the
Internet Professionals Association of Hong Kong in 2004 for
our four websites, lamsoon.com, haomama.com.cn,
hkflourmills.com and haomama.com.

Operational Efficiency

The Group’s Board and management believe that continuous
enhancement of operational effectiveness is the key to success.
During the Period under review, the Group maintained its three
key management programs, i.e. FME (Financial Management
Excellence Program), QPP (Quality & Productivity Program)
and HRRD (Human Resources Recruitment and Development
Program) adopted from Hong Leong Group, Malaysia, which
continues to provide us with useful guidelines and management
tools for us to maintain GMS (Global Manufacturing Standards)
and GSS (Global Service Standards) in our products and
customer services. We have also made continuous
improvements in our marketing & distribution, products &
services, technology as well as the quality of our people. The
successful implementation of these programs has been
reflected in significant reduction of our sales & distribution,
administrative and other operating expenses during the Period
under review.
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AXE “Natural Clear” and
“Ocean Clear” Detergent

Advertisment at Admiralty
MTR station
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CHAIRMAN'’S STATEMENT (continved) EE S X EHR S

Financial Review

The Group’s different geographical operating units generally
finance their business operations with their own internally
generated cashflows as far as practicable. Financing and
cash management activities of the Group are determined and
approved at the corporate level.

The Group’s management continues to exercise tight control
on credit policies. As at 30 June 2005, 99% of the Group’s
receivables were less than 3 months old.

The debt maturity profile of the Group as at 30 June 2005 is
as follows:

Repayable within one year —FRNEER
Repayable after 1 year,

but within 2 years

Repayable after 2 years, RRFRERFANEE
but within 5 years
Total we

The Group continued to maintain a healthy balance sheet
with total assets of HK$1,756 million as at 30 June 2005 (31
December 2003: HK$1,820 million). The Group’s gearing ratio
improved from 10% as at 31 December 2003 to 3% as at 30
June 2005, calculated on the basis of net borrowings (net of
cash and cash equivalents) of HK$28 million (31 December
2003: HK$91 million) and the shareholders’ equity of HK$940
million (31 December 2003: HK$867 million).
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CHAIRMAN'’S STATEMENT (continved) EE S X EHR S

As at 30 June 2005, the Group had sufficient financial
resources to discharge its debts and finance its daily
operations and capital expenditure. The majority of the
Group’s cash deposits and bank balances are denominated
in Renminbi, Taiwan Dollars or US Dollars. Following the
announcement of pegging of Renminbi against a basket of
currencies under a managed floating regime on 21 July 2005,
we consider there is no significant impact to our business.
Nevertheless, we will continue to monitor closely.

The Group disposed of its non-core investment in Computech
Holdings Limited, a GEM Board listed company and realized
a capital gain of HK$1.5 million from this during the Period
under review.

Employees, Training and Remuneration Policy

As at 30 June 2005, the Group has approximately 1,800 (31
December 2003: 2,000) employees. Employees are
remunerated according to the nature of their job and market
trend, with a built-in merit component incorporated in the
annual increment and year end performance bonus to reward
and motivate individual performance. Total staff costs for the
Period were approximately HK$265 million (2003: HK$202
million).

The share option scheme (the “Old Share Option Scheme”)
adopted on 26 May 2000 was cancelled and terminated on
23 May 2003 but without prejudice to the share options
previously granted prior to such termination.

In respect of the share option scheme (the “New Share Option
Scheme”) approved by the shareholders on 23 May 2003 for
granting options over newly issued shares of the Company
to eligible employees and directors pursuant to the provisions
of Chapter 17 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), no option was granted during the period ended 30
June 2005.
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CHAIRMAN’S STATEMENT (continued) B & E &

Charges on Group Assets

As at 30 June 2005, the amount of the Group’s assets pledged
as security for liabilities was HK$71 million (31 December
2003: HK$64 million).

Contingent Liabilities

(@) As at 30 June 2005, the Company had contingent
liabilities in respect of guarantees given by the
Company to banks to secure banking facilities granted
to certain subsidiaries of which amount utilized by the
subsidiaries amounted to HK$70,410,000 (31 December
2003: HK$182,286,000).

(b) As at 30 June 2005, the Group had contingent liabilities
in respect of several guarantees given to banks to
secure banking facilities of a jointly controlled entity to
the extent of HK$18,853,000 (31 December 2003:
HK$45,544,000).

(c) As at 30 June 2005, the Group sold to financial
companies its notes receivable with recourse, which
amounted to HK$34,061,000 (31 December 2003:
HK$14,004,000).

Review of Operations
Food Segment

The segment achieved improvement in operating profit in the
Period despite of intensive price competition. Business growth
resulted from the improvement in distribution channels,
introduction of new products and implementation of effective
marketing strategies. The general improvement in consumer
sentiment towards our quality and services had also helped
our growth.
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CHAIRMAN’S STATEMENT (continved) EEEFHEHREE »)

The flour business continued to grow at double digit for the
past 12 months as compared with the same period of the
previous year. Both “Golden Statue” and “American Roses”
brands continue to win increasing acceptance among premium
bakeries and food manufacturers.

The profitability of our edible oil business in Mainland China
further improved despite of raw materials cost fluctuation and
keen competition in the retail market. “Knife” brand maintains
its leadership in the Hong Kong market. The oil business
focused our market development efforts in Hong Kong and
the growing Southern China region.

Detergent Segment

The segment achieved a double dight volume growth during
the period under review. The Group successfully launched
AXE “Ocean Clear” dishwashing detergent and relaunched
AXE “Natural Clear” in the premium segment. According to a
survey conducted by AC Nielson, “AXE” and “Labour” brands
maintain their leadership in this segment. “AXE” fabric
softener is one of the top five brands in Mainland China’s
four key cities in 2004. Both “AXE” and “Labour” dishwashing
detergent are also among the top five brands in Guangzhou.

Packaging Segment

The segment’s “Easy-Open-Ends” business maintains its
leading position in Taiwan and is also one of the largest
local independent Easy-Open-Ends suppliers in Mainland
China.

Distribution Segment
Despite keen competition, this segment has maintained its
competitiveness, with a slight growth in turnover. lIts

profitability was adversely affected by higher raw material
costs.
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CHAIRMAN'’S STATEMENT (continved) EE S X EHR S

Outlook

Benefiting from the economic recovery in Hong Kong and the
sustained growth in the economy of Mainland China, the
Group has continued to improve its operating results.

It is expected in 2005 China’s economy as a whole will
continue its overall trend of steady development, with an
estimated grow rate of more than 8%. Moreover, the economy
in Hong Kong will improve further following the relaxation of
travel restrictions on Mainland China residents, the Closer
Economic Partnership Arrangement and the opening of
Disneyland Park.

With our Group’s diversified business segments of frozen
food, edible oil, flour, detergent and packaging, we are well
positioned to capture these business opportunities from the
general growth in demand for good quality and healthy food
products in the region.

Supported by good economic growth factors and the
development strategies in our various lines of business, we
are confident of making further steady progress in the year
ahead.

APPRECIATION

The Board of Directors would like to express its sincere
appreciation to its bankers, suppliers, customers and
shareholders for their continued support to the Group. The
Board also wishes to thank the Group’s management and
staff for achieving major progress in our businesses and their
dedication and commitment for improving our product quality
for the market.

By Order of the Board
Whang Tar Choung
Chairman

Hong Kong, 28 July 2005
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