Chairman’s Report

RESULTS

The business environment in which the Group operates deteriorated during the year and the economy
slowed markedly. 2001 was indeed a challenging year for a wide range of industries and the furniture
and fitting-out industry was no exception.

During the year under review, consolidated turnover increased by 42% to HK$396 million (2001: HK$279
million) while net profit decreased by 58% to HK$5.97 million (2001: HK$14.08 million). The increase in
turnover was primarily due to the completion of certain large-scaled contracts, in particular the fitting-
out works at the Oriental Plaza in Beijing. However, as mentioned in our interim report, profit margins
decreased as the result of fiercer competition and poorer market conditions.

In view of the recent slowing down of the economic condition, the Board considers it more appropriate
to retain this year’s earnings within the Group and therefore does not recommend a final dividend for
the year ended 31 March 2002. Thus, the interim dividend of 1.5 HK cents paid in January 2002 would
represent the total dividend for the year (2001: 2.2 HK cents). Dividend pay-out ratio for the year was 50%
(2001: 31%).

BUSINESS REVIEW

Mainland China and the Hong Kong SAR, accounted for approximately 86% (2001: 73%) of the Group's
turnover, continued to be the principal markets of the Group. Overseas markets have been affected by
the global economic downturn and sales to these markets decreased by 28% to HK$55 million. During
the period under review, the Group undertook and completed projects for fitting-out works and/or the
supply of furniture for the Metro Park Hotel in Causeway Bay, Hong Kong SAR, the Oriental Plaza in
Beijing, the Four Seasons Hotel in Shanghai, the Agile Hotel in Zhongshan, PRC, the Kimmel Center for
Performing Arts in Philadelphia, USA and the Kintetsu's USJ Hotel in Tokyo, Japan.

CHANGES IN DIRECTORSHIPS

Mr. Lau Chi Hing, Steven resigned from the post of Independent Non-executive director, to join his family
in the USA, with effect from 30 November 2001. Mr. Lok Wai Kiang, Paul was appointed Independent
Non-executive Director on 1 September 2001. The Board would like to thank Mr. Lau for his dedication
and contribution to the Group over the years and welcome Mr. Lok joining the Group.
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PROSPECTS

The Hong Kong economy was slower and more froubled than at any time in recent years, partly due to
domestic adjustments and partly due to the terrible events of 11 September 2001, which had global
adverse economic repercussions. With the year-to-year Composite Consumer Price Index having
declined for more than 24 months, the Board is cautious about the outlook for the year ahead.
Competition and pressure on our profit margins are expected to intensify. In response to the
developments, the Board has taken necessary measures to reduce the Group's operating expenses and
has decided to explore markets in the USA and Europe. While we have suspended opening new
showrooms, the Group will launch a new series of high-end furniture under the brand name of Bolier &
Co. in the USA. The Board believes that these new markets and new product lines, together with the solid
foundation laid over 30 years in the industry and fully integrated production facilities, will assist us in
weathering the remainder of the downturn and place us in a sound position to benefit from economic
recovery.

As at the balance sheet date, the Group's order book was filled with contracts totalling HKS114 million.
APPRECIATION

The Board would like to extend its gratitude to all the Group's customers and bankers for their trust and
support, as well as to all the staff of the Group for their endless efforts and contribution to the Group.

By Order of the Board
Tsang Chi Hung
Chairman
Hong Kong, 15 July 2002
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Bolier & Co. series, combining practicality with elegance
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