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BUSINESS REVIEW AND OUTLOOK

Business Review

In view of the continued difficult operating environment and
uncertain economic outlook in the region, the Group has
undertaken a thorough and critical appraisal of all its assets
and the carrying value of the packaging business, and has
made a prudent provision of HK$350 million. This will not
affect the future cashflow of the Group. As a result, the Group
has reported a consolidated net loss after tax of HK$219
million for the year.

Its earnings before exceptional items, interest, taxation,
depreciation and amortisation (EBITDA) is HK$127 million.
The contributions from its core businesses, Food and
Distribution Segments have reported improvement during the
year. Our efforts in improving the quantity and quality of
raw materials from the local markets have begun to show
positive results.

The contributions to operating profit from the PRC market,
excluding the packaging business have increased to HK$34
million during the year. During the first half of the year, the
Group has also resolved the wheat quota issue with the
relevant government authorities. In December 2001, the
Group’s flourmill in Shekou, China was recognised by the
China National Food Industry Association as one of The Ten
Excellent Enterprises of Foreign Investment (Hongkong, Macao
and Taiwan) in China Food Industry, from 1981 to 2001.

In Hong Kong, the Group has integrated its sales organisation
since March 2001, with positive effects on customers and
products synergies. In addition, the Group’s net financing
costs were reduced by 49% to HK$24 million, representing
an improvement of HK$23 million to the net profit. This was
the result of better working capital management and
continued commitment to reduce total borrowings. At the
end of 2001, the Group’s net borrowings were reduced to
HK$110 million.
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As at 31st December
K+ZHB=+—H#%&
2001 2000
“EE—F _EEE
Current ratio MENLE R 1.0 1.2
Net working capital (HK$ million) EE P8R GBBBEEIT) 128 214
Net working capital to B PRMEFER LR
sales (%) (B X) 8 12
Net borrowings (HK$ million) BESE BEET) 110 302
Gearing ratio (%) BELEE (HBD9XR) 14 29

The Group generally finances its businesses with internally
generated cash flows and banking facilities at different
geographical markets as far as practicable. Financing and
cash management activities of the Group are coordinated
at the Corporate level.

The Group’s working capital management continued to keep
tight control on credit policies and inventory planning. As
at 31st December 2001, over 97% of its receivables were
less than 3 months old, compared to 93% as at 31st
December 2000. The Group’s provision on overall receivables
remained relatively unchanged. Most of the Group’s trade
creditors normally grant over 90 days credit to the Group.

The debt maturity profile of the Group as at 31st December
2001 is analysed as follows:
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HK$’000 HK$’000
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Repayable within one year —FARER 403,106 550,004
Repayable after 1 year, but within 2 years IR—FZ&EMENER 656 250,327
Repayable after 2 years, but within 5 years IRMEZEQLTNER — 730
Total a8 403,762 801,061
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The Group managed to maintain a healthy balance sheet with
its total assets of HK$1,853 million (2000: HK$2,622 million).
The Group’s gearing ratio was improved from 29% as at 31st
December 2000 to 14% as at 31st December 2001, which
was calculated based on the net borrowings (net of cash
deposits and bank balances) of HK$110 million (2000:
HK$302 million) and the shareholders’ funds of HK$791
million (2000: HK$1,033 million).

As at 31st December 2001, the Group has sufficient banking
facilities. As the cash deposits and bank balances of the
Group amounted to HK$293 million together with the total
net working capital of HK$128 million, the management
believes that the Group has sufficient financial resources to
discharge its debts and to finance its daily operations and
capital expenditure.

Over 79% of the Group’s cash deposits and bank balances
are denominated in either HK Dollars or US Dollars. The
exposure to exchange fluctuation is insignificant.

Employees, Training and Remuneration Policy

As at 31st December 2001, the Group has approximately
1,710 (2000: 1,760) employees. Employees are remunerated
according to nature of their job and market trend, with built-
in merit component incorporated in the annual increment
and year end performance bonus to reward and motivate
individual performance. During the year, the Group continued
to remain committed to its staff training and development
programme. Total staff costs for the year ended 31st
December 2001 were HK$139 million (2000: HK$159
million).

Pursuant to the share option scheme (“the Scheme”) approved
by the shareholders on 26th May 2000, the directors of the
Company may invite employees and directors (other than
non-executive directors) of the Company or of any of its
subsidiaries to take up options to subscribe for shares of HK$1
each in the capital of the Company. The subscription price
and the exercise period are determined in accordance with
prescribed formula and terms. No options were granted under
the Scheme during the year.
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