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Management Discussion and Analysis
(I) REVIEW OF 2000/2001 RESULTS

Group profit attributable to Shareholders for the year under review was HK$516.6
million, a decrease of 40.2 per cent from HK$864.4 million.  Earnings per share were
25.4 cents compared to 42.6 cents for the previous year.

The Group’s turnover for the year was HK$3,761.5 million, compared to HK$4,551.0
million for 1999/2000, a decrease of 17.3 per cent, which was principally due to lower
property sales revenue recognised by Marco Polo Developments group (“MPDL”) in
respect of its sales of Ardmore Park units in Singapore. On retailing and trading side,
turnover increased by 34.4 per cent to HK$1,865.7 million resulting from an increase
in turnover of Lane Crawford and the acquisition of Joyce Boutique Holdings Limited,
a non wholly-owned listed subsidiary, in mid-August 2000.

The Group’s operating profit before borrowing costs decreased by 81.6 per cent to
HK$132.3 million from HK$720.1 million achieved in the previous year, mainly as a
result of lower contribution derived from MPDL and the increase in provision for
impairment in value of properties.

MPDL’s profit was mainly derived from recognition of a proportion of the pre-sale
profit of Ardmore Park of which 15 per cent was recognised in 2000/2001 against 25
per cent for the previous year.  As at 31 March 2001, stage billings representing 60
per cent of the total sales price of all the units sold have been billed and fully collected.
Temporary Occupation Permit for the whole development of Ardmore Park was
obtained in May 2001 and to-date stage billings representing 85 per cent of the total
sales price of the 316 units sold have been billed and substantially collected.

Despite the difficult retailing environment in Hong Kong, Lane Crawford managed to
maintain a satisfactory positive operating profit while the newly acquired Joyce
Boutique Holdings Limited turned around from loss and reported a net profit of
HK$7.2 million.

Provision for impairment in value of properties of HK$1,221.2 million in 2000/2001
included provision of HK$338.7 million made by Realty Development group (“RDC”)
for its residential development project in Tuen Mun, industrial/office development
project in Kwai Chung and certain land reserved for development.  The remaining
provision is mainly related to the development project in Sham Tseng.  Provision for
1999/2000 is mainly related to property development projects in China Mainland and
certain projects in Hong Kong.
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Included in the operating profit for the year is other net income of HK$442.2 million
against HK$327.6 million for 1999/2000, mainly due to increase in profits on disposal
of certain securities and the write-back of certain other provisions.

Borrowing costs charged to the consolidated profit and loss account for the year were
HK$897.7 million, a decrease of 3.8 per cent as compared with HK$933.5 million for
1999/2000.

The share of profits in associates of HK$1,580.4 million decreased by 16.0 per cent
from HK$1,882.2 million for 1999/2000, mainly as a result of the decrease in profit
contribution from The Wharf (Holdings) Limited (“Wharf”).  Wharf reported a profit
attributable to shareholders of HK$2,480.0 million for its financial year ended 31
December 2000, compared to HK$3,511.0 million achieved in 1999.  Wharf’s profit
for 1999 included a non-recurring gain of HK$3,762.0 million arising from the spin
off of i-CABLE Communications Limited and provisions made for contingencies
from litigation case of HK$1,000.0 million and also for certain properties under
development of HK$1,508.0 million.

Taxation charge for 2000/2001 was HK$253.2 million, against HK$467.0 million in
1999/2000. Lower taxation charge was recorded mainly due to decreased sales
revenue recognised by MPDL, and included in 1999/2000 taxation was an additional
tax provision of HK$157.4 million made by RDC.

The profits shared by minority interests for the year were HK$45.2 million, a decrease
of 86.6 per cent from HK$337.4 million in 1999/2000. The decrease was mainly due
to decrease in profits of the Group’s non-wholly owned subsidiaries.

(II) LIQUIDITY AND FINANCIAL RESOURCES

a) At 31 March 2001, the ratio of the Group’s net debt to total assets was 27.4 per
cent, compared to 28.8 per cent at 31 March 2000.  At 31 March 2001, the
Group’s net debt amounted to HK$15,664.5 million, made up of HK$16,963.6
million in debts and HK$1,299.1 million in deposits and cash, a decrease of 2.6
per cent as compared with HK$16,081.7 million at 31 March 2000.

The debt maturity profile of the Group at 31 March 2001 is analysed as follows:

2001 2000
HK$ Million HK$ Million

Repayable within 1 year 4,564.7 4,806.8
Repayable after 1 year, but within 2 years 7,580.9 5,615.0
Repayable after 2 years, but within 5 years 4,818.0 7,089.9

16,963.6 17,511.7
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b) The following assets of the Group have been pledged for securing bank loan
facilities:

2001 2000
HK$ Million HK$ Million

Fixed assets 3,859.6    4,176.1
Long-term investments    363.2   1,712.7
Properties under development   6,009.7 10,769.1

10,232.5   16,657.9

c) To minimise exposure on foreign exchange fluctuations, the Group’s borrowings
are primarily denominated in Hong Kong dollars except that the borrowings for
financing Singapore assets are denominated in Singapore dollars. The Group has
no significant exposure to foreign exchange fluctuation.

d) At 31 March 2001, the Group maintained a portfolio of long-term listed
investments with market value of HK$3,324.0 million (2000－ HK$3,600.9
million) which primarily comprised blue chip securities.

(III) FINANCE

During the financial year, the Group secured and renewed committed banking
facilities at lower margins in a total amount of approximately HK$11 billion, of which
HK$3.4 billion relates to the refinancing of the MTRC Kowloon Station Package Two
development project at favourable terms to replace a previous facility of HK$2.2
billion.  In addition, various short-term banking facilities were also secured or
renewed.  Grace Sign Limited, in which RDC has a 20 per cent interest, has also
completed a project finance facility of HK$2.5 billion to finance the development of
KIL 11118 King’s Park site.

(IV) ACQUISITION OF SUBSIDIARIES AND ASSOCIATES

During the financial year, the Group acquired a controlling interest of 52 per cent in
Joyce Boutique Holdings Limited and a 39 per cent interest in City Super Limited.
Besides, RDC has participated in a joint venture of which RDC owns 20 per cent to
acquire the King's Park site at HK$2,508.0 million.

(V) EMPLOYEE

The Group had approximately 2,300 employees as at 31 March 2001.  Employees are
remunerated according to nature of the job and market trend, with built-in merit
component incorporated in the annual increment to reward and motivate individual
performance. The Group also sponsors external training programmes that are
complementary to certain job functions.  Total staff costs for the year ended 31
March 2001 was HK$370.1 million.


