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Operation Review
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Food Segment

Food Segment increased its operating results by
90% during the past twelve months.

The management continued to transform its
product mix with high premium core brands. The
overall growth in PRC sales volume of our core
brands in flour and edible oil, including American
Roses, Golden Statue, Knife and Red Lantern was
3%. The four premium brands are not just the
leading brands in Hong Kong with more than 45% market shares in the flour and edible oil
sectors; they are also gaining stronger distribution networks in Guangzhou, Shenzhen, Shanghai,
and Beijing as the Group’s key strategic markets.

Knife Brand cooking oil was awarded Hong Kong and Asia’s “Trusted Brand Gold Prize” by
Reader’s Digest during the year. It is the only cooking oil brand in Asia to have received the Super
Brand Award for six consecutive years. During the year, the launch of its Olive Oil has advanced
the brand and its market positioning to a higher level among all competitive brands in the market.
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Operation Review (continued)
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Detergent Segment

The Detergent Segment achieved 49% growth in its PRC
sales and operating profit by 200%. Its two major brands,

AXE and Labour continued to receive increasing

consumer acceptance for their premium quality. During
the year, AXE received the Super Brand award by Hong
Kong Superbrands Council. It was also recognised as
the top 5 brands in Southern China for its dishwashing

detergent and fabric softener.
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Operation Review (continued)
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Packaging Segment

Packaging Segment experienced unprecedented challenges on raw material costs brought on by the
rising aluminum price during the year. It managed to report a sales increase of 14% to HK$730
million with its profit maintained at HK$54 million.

This segment is expected to have a more challenging year going forward for as the aluminum
prices increased to as high as US$3,000 per tonne in July and are now maintaining at around
US$2,600 per tonne.

As Beijing moves towards the year 2008 Olympic Games, the growth in demand for EOE and
other packaged convenience food and beverages in
the PRC is anticipated. Additional EOE production
capacities were acquired to enable the Group to
meet the increasing demand.
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Operation Review (continued)
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Distribution Segment

The Distribution Segment managed to maintain its sales revenue in Hong Kong at HK$336 million,

and improved its operating profit slightly to HK$48 million.
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Turnover — Distribution Segment (HK$ million) Profit from operation — Distribution Segment (HK$ million)
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Operation Review (coninued)
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As at 30 June 2006, there were approximately 1,800 employees in the Group (30 June 2005:
1,800). As an equal opportunity employer, employees are remunerated according to the nature of
their duties and responsibilities and the prevailing market conditions. Annual increment and year-
end performance bonus mechanism were incorporated in the Group’s remuneration policy to retain,
motivate and reward individuals for their contributions to the Group. Total staff costs for the year
was approximately HK$184 million (2005: HK$171 million). Pursuant to the provisions of Chapter
17 of the Listing Rules, the Company operates a share option scheme adopted on 23 May 2003 and
amended on 18 April 2006 (the “Share Option Scheme”) for granting of options to eligible
employees. No option was granted under the Share Option Scheme during the year and there was
no option previously granted that remained outstanding as at 30 June 2006.

The Company encourages two-way communication with its stakeholders. Extensive information
about the Group’s activities is provided in the Annual and Interim Reports, which are sent to the
shareholders. The Group also maintains a number of websites for the Group and several of its
subsidiaries containing a wide range of information on the Group and its businesses.

During the year, the Group continued to support a wide spectrum of community services targeted
at providing for the needy in Hong Kong, the PRC and beyond. The forms of support included:
donations to the Yixing Government authorities for poor, donations to The Better Hong Kong
Foundation, donations to the Agriculture Fisheries and Conservation Department of Hong Kong
for installation of emergency helpline in country park, donations to Hong Kong Management
Association and participation in the Walk for Millions.
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Financial Review
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For the year ended 30 June 2006, the Group’s turnover by activities and their respective profit

from operations are reported as follows:

BWEZTTNENA ST HIREE > EESERE OB EF IR ET R Z AT

Turnover Results
BREB By
1.7.2005 1.7.2004 1.7.2005 1.7.2004
In HKS$ million to & to £ to & to &
W H O 30.6.2006 30.6.2005 30.6.2006 30.6.2005
Recurring P
Food (Note a) T (Kita) 1,057 1,057 74 39
Detergent HE A &S 113 76 3 1
Packaging i1 %6 7 730 638 54 54
Distribution JEE i 3 8 336 345 48 45
Others (Note b) HoAth (Bt 7Eb) 1 1 (45) (43)
2,237 2,117 134 96
Net interest expenses AR t)) (6)
Taxation BiIH 15) (36)
Minority interests 7D B P R RE 2 (8 (5
Core Earnings I % gk 103 49
Non-recurring EF 8 giA
Reversal of provision EHEHEA
for Group restructuring YE i 43 7]
costs — 6
Release of negative J=WiHE Ji0E 50T
goodwill — 10
Net profit it ] 103 65
Notes:
Wit
(a) The result of Food Segment is the sum of (i) operating profit of HK$71 million (2005: HK$40 million) and (ii) share of profit of a jointly controlled

entity of HK$3 million (2005: loss of HKS$1 million).

T 43 R0 A8 S0 Ui R eh () U S 6 71,000,00000 (TR E LA ¢ #E940,000,00070) B (i) A 3t W] 24 AR B 00 3 A T 3,000,0000C (-
FERAE ¢ J5 ¥ 1,000,00000) 41 o

(b) Corporate overhead is included under “Others”.
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Financial Review (continued)
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Group Result

During the year, encouraging results were achieved across all business segments of the Group.
Turnover for the year ended 30 June 2006 was HK$2,237 million as compared with HK$2,117
million of last year, resulting mainly from the revenue growth of Detergent and Packaging businesses
which benefited from the robust PRC market.

The Group’s core earnings from recurring operating activities increased by 110% to HK$103
million from HK$49 million of the last year, mainly attributable to the strong performance of Food
segment, which improved to HK$74 million from HK$39 million of last year.

Liquidity and Financial Resources

The Group has further strengthened its financial position, resulting in positive net cash position at
the end of the financial year. With zero net debt, the net debt to equity ratio also correspondingly
became zero, compared with 3% of last year. Interest coverage ratio was 17 times (2005: 19
times).

Total borrowings amounted to HK$162 million (2005: HK$264 million). After deducting deposit
and cash holdings of HK$258 million (2005: HK$236 million), the Group was in a positive cash
position at HK$96 million (2005: net debt of HK$28 million) as at the financial year-end.
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Financial Review (continued)
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Debt maturity profile of the Group at 30 June 2006 was as follows:

ALEE G T ANENT = HER RIS T

30.6.2006 30.6.2005

HK$°000 HK$°000

W% T W F o

Repayable within 1 year — AN 162,101 225,486
Repayable after 1 year, —FRER

but within 2 years T AF A 15 R — 36,100
Repayable after 2 years, [

but within 5 years FLAE N ME = — 2,600

Total Borrowings M 162,101 264,186

Cash and Deposit on hand B AT 3R R 257,854 236,358

Net Cash/(Net Debt) Total HAemE
(B F#) 95,753 (27,828)

The Group continued to maintain a healthy balance sheet with total net assets of HK$1,111 million
at 30 June 2006 (2005: HK$1,020 million) and shareholders’ equity of HK$1,026 million (2005:
HK$940 million).

Management of the Group’s financing and treasury activities are centralised at the corporate level.
The use of financial instruments is strictly controlled and is solely for managing the Group’s
interest rate and foreign currency exchange rate exposure in connection with its borrowings.

With bank deposit and cash in hand as well as available banking facilities, the Group maintains
strong and sound liquidity position, having sufficient financial resources to fund its recurring
operating activities, its present investment as well as future investment opportunities.
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MANAGEMENT DISCUSSION & ANALYSIS (continued)
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Financial Review (continued)
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Foreign Currency Exposure

As the majority of the Group’s borrowings carries interest at floating rates and is denominated in
Hong Kong dollars and US dollars, the Group’s exposure to exchange rate fluctuation in this
respect was insignificant.

The Group has its operations spreading over Hong Kong, Taiwan, and the PRC. Local costs and
revenues are denominated in Hong Kong dollars, Taiwan dollars, and Renminbi respectively, and
some in US dollars. During the year, forward foreign exchange contracts were used where
appropriate to manage their currency exposures. The Group considers the impact of the foreign
exchange exposure to the local operations be minimal.

Charges on Group Assets

At 30 June 2006, the amount of the Group’s assets comprising property, plant and equipment, and
bank deposits, pledged as security for liabilities was HK$59 million (30 June 2005: HK$71 million).

Contingent Liabilities

(a) At 30 June 2006, 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 utilised by the subsidiaries amounted to HK$140 million (2005: HK$70 million).

(b) At 30 June 2006, 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$27
million (2005: HK$19 million).

(¢) At 30 June 2006, the Group had no notes receivable with recourse sold to financial companies
(2005: HK$34 million).
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