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RESULTS

The Group reported a consolidated net loss attributable to

shareholders of $1.152 bi l lion for the year ended 31st

December, 2000 mainly due to provisions made for a number

of assets in China and possible losses that may be incurred

in construction projects. This compares with a loss of $1.213

bi l l ion  for  the previous year.  The Di rectors are not

recommending any payment of dividends.

The Group’s construction business suffered a setback due to

l iquidity problems and the revenue from construction

contracts reduced to $1.867 billion for the year from $2.961

billion for the previous year. Loss from operations for the

year was $313.7 million compared to $336.0 million for the

previous year. Share of losses, property provision, and

revaluation deficits of associates and provisioning totalled

$451.6 million compared to $531.6 million for the previous

year due mainly to the poor PRC property market. Share of

losses of jointly controlled entities increased to $112.8 million

from $41.3 million resulting from losses on construction

projects.
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CHAIRMAN’S STATEMENT (continued)

The Group has since 1998 embarked on a business
restructuring to focus on its core construction business and
the disposal of non-core assets, one of which is a large
investment in the Yangpu power plant in Hainan province,
the sale negotiation of which has been protracted. During
the later  part  of last  year,  a number of the Group’s
construction projects also experienced delay due to non-
payment to sub-contractors resulting in possible losses. The
Directors considered it prudent and have made adequate
provisions in the accounts to cover for all possible losses.

As a result of its liquidity problems, the Group has appointed
a financial adviser to begin financial restructuring as the best
possible way to protect  shareholder value.  On 29th
November, 2000, KPMG Financial Advisory Services was
appointed to review the Group’s financial and trading position
and assist in negotiations for a standstill arrangement with
its banks in Hong Kong and note-holding creditors. The Group
at present has an aggregate indebtedness of approximately
$1.74 billion to its bank creditors in Hong Kong. It also has
the floating rate notes (“FRNs”) amounting to US$37 million
due for repayment on 11th December, 2000 but have not
been repaid. The Group is in discussions with both bank
creditors in Hong Kong and FRN holders on a new repayment
schedule of debts owing to each of them.

CONSTRUCTION

The Group had in hand contracts valued at $9.0 billion at the
end of April 2001. They included two government contracts
for the construction of five schools in the territory, one
government joint venture contract for Penny’s Bay reclamation
stage I, three West Rail  projects,  the widening of Tolo
Highway, improvement works at Tuen Mun Wong Chu Road,
design and construction of Shatin Government Offices,
Polytechnic University phase VI development, residential
development at 41C Stubbs Road, construction of Science
Park Phase 1A at Pak Shek Kok, the Qingzhou Min River
Bridge in Fuzhou, Shanghai Expo Centre, Shanghai Outer
Ring Tunnel project, and a Chinese government joint venture
contract for main construction of the National Grand Theatre
in Beijing. The Directors are confident all the projects will be
completed despite the Group’s liquidity problems. Provisions
have been made for those where losses may be incurred
due to delays.
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PROPERTY

The Group has interests in first class commercial and

residential developments in Shenzhen, Guangzhou, Haikou,

and Beijing. Though market conditions improved in the second

half of last year, sales and rental income were still less than

expected during the year. Revenue from rental income and

sale of properties reduced from $43.7 million during the

previous year to $25.1 mill ion for the year ended 31st

December, 2000. The Group remains optimistic that China’s

eventual admission to WTO will stimulate the lackluster

property markets.

In view of the uncertain prospects for new property

developments in southern China, the Group made provisions

for the diminution in value of properties in China following

declining prices in the respective local markets. These PRC

property assets include properties held by the associates.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s borrowings at the balance sheet date comprised

Hong Kong and PRC bank loans of $2.25 billion and the

FRNs of US$37 million. As the Group and the Company were

in default of all these borrowings at the balance sheet date,

these amounts became due immediately and were classified

as current liabilities.

All these borrowings are interest bearing with interest rates

fixed at market rates plus margin at various intervals of time

from one month to one year after the previous fixing. The

majority of the borrowings are denominated in Hong Kong

dollars. As of the balance sheet date the foreign currency

borrowings included US$ borrowings of 13.0%, RMB

borrowings of 9.0% and Japanese Yen borrowings of 4.3%

approximately of the total borrowings. The Group had pledged

deposits of $246.1 million and cash and cash equivalents of

$69.8 million at the balance sheet date. The Group has not

used financial instruments for currency hedging purposes.
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DETAILS OF CHARGES ON GROUP ASSETS

As at the balance sheet date, the Group had the following

assets charged against bank borrowings:

Value at

31.12.2000

Contract

Sum

$ million $ million

Cash deposits 175.0 –

Office floors in Hong Kong 52.0 –

Office floors in Shenzhen 234.0 –

Receivables of construction contracts in Hong Kong

– 6,611.0

Total value 461.0 6,611.0

Secured bank loans 552.3 538.9#

# In addition to the receivables of construction contracts in Hong
Kong, cash deposits of $53.9 million were pledged as securities.

GEARING RATIO

The Borrowings to Equity Ratio of the Group as at 31st

December, 2000 amounted to 106.2% (1999: 70.6%), being

the ratio of “total bank borrowings and the FRNs less cash

and cash equivalents and pledged deposits” divided by

“shareholders’ equity”.
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EMPLOYEES

At the end of 2000, there were a total of approximately 441

employees employed by the Group. The employees are

remunerated according to the nature of jobs, their and the

Group’s performance, and market conditions. Some of the

employees are entitled to year end bonus and participation

in the share option scheme of the Group.

OUTLOOK

Since last November, the Group has concentrated its efforts

on implementing a financial restructuring plan to resolve

liquidity problems. On 4th May, 2001 the Company has signed

a “Buy-out, Repayment and Release Deed” with a group of

banks whose lending to the Company were secured by the

Company’s construction contracts. The Release Deed enabled

the Company to have direct access to progress monies

received from al l  construction contracts.  The Group is

currently negotiating with its banks in Hong Kong and the

FRN holders for a formal standstill agreement to be signed.

The formal standstill, if successfully agreed, will allow a

period of time (tentatively up to 15th January, 2002) for the

Company to negotiate and agree with the participating banks

and FRN holders on a financial restructure plan. The plan will

set out terms of repayment and interest rates for the loans

under restructure. The Group will then be able to refocus its

efforts and resources back to its core business of

construction. With its expertise and experience in the

construction business, the Group is hopeful to regain its

reputation in the construction industry.
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