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CPCS 2006 Mid Year Review

On one hand, the global aviation industry seems to be clear of the dark
clouds of slow air traffic after the 9/11 terrorist attacks in the United States,
the SARS outbreak and the Boxing Day Tsunami in Asia. The 2005 annual
results indicated that international passenger traffic grew by 7.6% and
international cargo traffic increased by 3.2% over 2004 (source: IATA).

In the first four months of 2006, aviation traffic growth soared to yet
another new height. In the recent press release by IATA, the data showed
a 6.9% growth in passenger traffic and a 5.7% growth in cargo traffic
over the same period in 2005.

Alex Chau, CEO

On the other hand, the global aviation industry is hard hit by rocketing fuel prices. The crude oil price is constantly above US$70
per barrel and that is damaging the profitability of airlines. Recently IATA estimates there have been losses of US$3 billion for
the global aviation industry in 2006 as fuel woes outpace the re-growth in traffic. Airlines have to do everything they can to

slash costs simply in order to stay in business.

The yield erosion effect to established airlines resulting from the emergence of Low Cost Carriers is nothing new within the
aviation industry. The airfare from London to Paris recently offered by an established airline is just US$19. This is a true reflection

of yield erosion. | do believe that this is only one of the many offers nowadays.

The in-flight catering industry is changing. Under the tough competitive environment in the aviation industry, airlines have to
cut catering budgets which adversely affects the revenue and bottom line of in-flight caterers. With the introduction of in-
flight food sales by many established airlines in the United States and Europe, it will probably affect the traditional in-flight

meal concept and further damage the profitability of in-flight caterers.

The revival of the world economy leads to an increase in costs. The most significant cost drivers of in-flight meals - material
costs and labour cost - are on an upward trend. Inevitably, this causes an imbalance between the costs and revenues that will

further trim the bottom line of in-flight caterers.

Over the past years, the in-flight catering industry has faced the threats of different food scares - mad cow disease, avian flu,
foot and mouth disease, malachite green in fish and so on - which have created pressure on supply chain management and
costs. The threat of an Avian Flu epidemic is now at the top of airlines' agenda. By its nature the in-flight catering industry is
reliant upon the airlines it serves, so it cannot escape from the threat. We, at CPCS, have put a lot of effort in preparing
contingency plans to ensure our readiness to cope with possible disturbance to our operations in all scenarios as a result of

natural disasters.

In facing all these challenges, CPCS must remain competitive to ensure our future vitality. At Hong Kong, we have been working
closely with our consultant, Proudfoot Consulting, on a project with the aim of improving the productivity and process flow.
Its goal has been clearly delivered through the slogan - "'Fly to New Heights". However, CPCS continually invests in upgrading
facilities: a brand new Chinese cooking range in the Hong Kong kitchen, an upgraded security system in the Vancouver premises
and an automated rice cooking machine in the Taipei kitchen. It demonstrates CPCS' commitment to providing value-added

products and seamless services to our customers, and our determination to achieve continual improvement.

We have made a good start to 2006 as both the Hong Kong and Taipei kitchens registered new records for a single day production
in January. | know that our team is working extremely hard and the momentum will be kept going, for which | would like to

express my heartfelt thanks to our team. We, at CPCS, are determined to fly to new heights!



AA Environmental Best Practice

Achievement Award 2005/2006

CPCS has been awarded the "Airport Environmental Best Practice Achievement Award" in the Airport Environmental Best Practice

Competition 2005/2006 organized by the Airport Authority Hong Kong. The competition was launched with the aim to recognize

those business associates within the airport that have demonstrated good practice in environmental protection.

The theme of this year’s competition was ""Green Restaurants™. The competition
attracted participants from over 80% of the eateries and catering franchisees at the
Hong Kong International Airport.

To maintain sustainable development at the airport, CPCS has incorporated
environmental concepts into our business management. A variety of environmentally
friendly measures including pollution control, indoor environmental quality control,
resources conservation and energy saving projects have been implemented into our

daily production and operational processes.

The Award Presentation Ceremony was held on 28th March 2006. Mr Edwin Yung,
From left: Edwin Yung, Anthony Myers, Resident our Engineering Manager, received the award on behalf of CPCS. To address our
Manager of Headland Hotel and Hans Bakker, social responsibility in environmental conservation, CPCS will continue to make great

Commercial Director of Airport Authority . . )
efforts to strike a balance between business growth and care for the environment.

2005 Hong Kong Awards for Industries Honouring
CPCS' Merit in Environmental Performance

The Hong Kong Awards for Industries was first launched in
2005 by merging the former Hong Kong Awards for Industry
and the Hong Kong Awards for Services, established in 1989
and 1997 respectively. The Awards Scheme aims at
recognizing the outstanding achievements of Hong Kong
enterprises in their move towards the use of higher
technology and higher value-added activities. The scheme
covers seven categories, namely Consumer Product Design,

Consumer Service, Innovation and Creativity, Technological

Achievement, Machinery and Equipment Design,
Environmental Performance, and Productivity and Quality. Group picture taken with all awardees with the presence of the Chief Executive of

the HKSAR, Donald Tsang
This year, CPCS was honoured to receive the Environmental Performance Certificate of Merit. To demonstrate our awareness in
environmental conservation, CPCS has not only strictly complied with relevant environmental legislation and codes of practice,
but has also taken an initiative to incorporate and maintain an environmental management system within our premises. The 3-R
principles of "Reduce", ""Re-use' and ""Recycle™ have been applied throughout our daily business operations, with an objective to

achieve a win-win situation — to green up our environment while at the same time saving costs from the business point of view.

Our General Manager, Mr Angus Barclay, and our Quality Assurance Manager, Mr Kenny Lau, received the award at the presentation

ceremony, which was officiated by the Chief Executive of the HKSAR, Mr Donald Tsang, on 27th February 2006.
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