| huve pleusure to present to
shureholders the unnudl report of

the Group for the yeur ended 31st
March, 2002.

Financial Performance and
Positions

For the fiscul yeur ended 31st
March, 2002, the Group’s
conhsoliduted furnover decreused
by 51% to upproximutely HK$5,344
million when compured with that
of lust yeur, The decline is muinly
due to the exclusion of the
turnover of Downer, which is no
longer consoliduted in the
uccounts of the Group. Excluding
the turnover of Downher for the
correspondiny period lust yeur,
reduction in turnover would be
nurrowed dowh to dupproximately
15% muinly due to the decreuse in
construction work in the buildinyg
sector.

The Group’s profit from operutions
decreused by 90% to
upproximutely HK$18 million. Such
decreuse wus muinly due to the
exclusion of Downer’s contribution
from operuting profits, which is
now reflected us share of results of
ussociutes. For the sume reason
und coupled with the lower
borrowiny costs, finance costs
dropped substantiully by 82% to
HK$38 million. Net investment
income of ubout HK$40 million
comprised muinly inferest income,
net write-buck of impuirment loss
of the Group’s interests in
properties net of loss on securities
frading. Shure of results of
ussociutes reyistered u profit of
ubout HK$104 million which wus
muinly uttributable to the
contribution from Downer. Profit for
the yeur was HKS71 million und
busic eurnings per shure wus 7.1
cents.

Speciul uttention is beihy drawn to
the fact that since Downer ceused
to be d subsidiury in mid February
2001 und yiven thut Downer is
sepurutely und independently
listed on the Australiun Stock
Exchunge, the Group’s results for
this yeur refer only to those
publicly avdiluble informution
published by Downer. As such, only
nine months results of Downer
ended 31st December, 2001 have
been uccounted for in the
Group’s results for this yeur

In uddition, in order to provide u
closer compurutive busis between
the Group’s results for this yeur
und those for lust finunciul yeur,
the followiny proformu

Turnover
Cost of sules

Gross profit

Other revenue
Administrative expenses
Other operuting expenses

Profit (loss) from operutions
Finance costs
Investment income (expenses) — net
Loss on disposul und dilution of
interests in subsidiuries
und ussociates
Share of results of ussociates
Share of results of jointly
controlled entities

Profit (loss) before taxation
Taxation

Profit (loss) before minority interests
Minority interests

Profit (loss) for the year

compurison hus been prepured for
reference. Such proformu income
statement wus prepured on the
busis us if Downher wus equity
uccounted for und reflected as u
share of results of ussociates for
the yeur ended 31st March, 2001.

Whenh compured with the Group’s
financial position us ut lust yeur
end, the totdl ussets of the Group
shown no muteriul change und
stood at HKS6,193 million while net
current ussets increused by 21% to
some HK$468 million. Current ussets
have been muintuined ut 1.2 fimes
of current liubilities. The net debt
to eyuity rutio increused slightly by
0.03 to 0.23 times ut this yeur end.

31/3/2002 31/3/2001
HK$°000 HK$’000
5,343,810 6,272,345
(5,174,038) (6,149,942)
169,772 122,403
23,829 14,297
(175,413) (222.,997)
= (1,933
18,188 (88,230)
(38,301) (95.405)
39,584 (44,562)
(6,688) (289.,190)
103,901 87,817
8,559 293
125,243 (429.277)
(47,935) (41,348)
77,308 (470,625)
(6,605) 16,185
70,703 (454,440)



As u result of the releuse of
translation reserve amounting to
some HK$101 million due to the
appreciution of the Australian
dollurs in relation to und the
dilution of the Group’s inferest in
Downer, dividends puid of HKS11
million und the profit of HK$71
million durinyg this yeur,
shureholders’ funds increused by
6% to HK$2,995 million which
represents HK$2.9 per share.

Net cush inflow from operutions
wus ubout HK$6 million und
outflow of HK$73 million in respect
of investing, finuncing und other
activities, resulting in a net
decreuse in cush of ubout HK$67
million for the yeur. Operauting
cush flow per share wus 0.6 cents.
Cush onh hand ut yeur end wus
HK$602 million.

Contracting and Construction
Materials

During the yedar, the Group
secured hew contracts with an
ayyreyute uttributauble value of
upproximately HK$5,261 million,
which comprised some HK$3,305
million of building construction
contructs, some HK$853 million of
civil engineering contructs und
some HKS$1,103 million of speciadlist
works. When compured with lust
finuncial year end, contracts on
hand und the vulue of work
remuininyg ut this yeur end
increused by 29% to upproximutely
HK$14,599 million und 12% to
upproximately HK$6,055 million

respectively.

Value of contracts on hand
HK$14,599 million

Value of work remaining
HK$6,055 million

Building
o——— 79.9% construction 77.4% ———o-——e
Civil
——— 13.3% enyineeriny 8.8%
Speciulist
— 68% works 13.8%

Subsequent to the yeur end, the
Group secured further new
contracts with un uyyreyute
attributuble vulue of
approximately HK$1,295 million,
which comprised some HKS1,241
million of building construction
contructs und some HK$54 million
of specidlist works.

In generdl, contructs in Hony Kony
proyressed well. Turnover of
building construction recorded u
20% drop to HK$3,117 million which
reflected the substuntiul decreuse
in public housinyg works. The civil
enyineering und speciulist
seyments ulso recorded 8% und
22% turnover drops to HKS$1,329
million und HK$587 million
respectively. Despite highly
competitive market conditions, the
Group munuyed to improve the
muryin by implementing various
cost control meusures. Both
building construction und civil
enyineering work delivered
positive contributions to the
operuting maryin while specialist
works suffered u loss due o severe
murket competition.

The construction muteriuls division
suffered losses due to u 50%
reduction in its turnover which wus

cuused by u shrinking public

housing murket.




Some of the mujor contracts are us follows:

Value of Value of work
contracts on remaining
hand as at as at
31/3/2002 31/3/2002
HK$’million HK$’million
Cheuny Kony Center, Central 2,890 187
Cyberport Residentiul Development
(Contruct R1u & R1b) 2,558 2,558
Cyberport Commercial Development
(Contruct C1) 1,131 275
The Victoriu Towers, Tsim Shu Tsui 951 395
Harbourfront Lundmuark, Hung Hom 800 84
Lei Yue Mun Estute, Phuse 1 796 269
Site Formution for Lummu Power
Stution Extension 724 334
Tiu Keny Leny Stution & Tunnels
(MTRC Contruct 602)* 709 23
Tseuny Kwun O Areu 73A Phuse 3 490 402
Sheruton Hony Kony Hotel & Towers
Guestroom Refurbishment 232 232
Others 3,318 1,296
Total 14,599 6,055

*70% joint venture

Property, Hotel and Catering
Operations

Totdl value of the property
portfolio, excluding those self-
occupied properties, umounted to
some HK$1,289 million us ut the
yeur end, equivdlent to 21% of the
totul ussets of the Group. Included
in the property portfolio ure Paul Y.
Centre, the Group’s heudyuarters
in Kwuh Tony, Best Western
Rosedule on the Purk in Cuusewuy
Buy, In-Zonhe, u shoppiny urcude in
Wunchuai, und certuin investment
properties in Mainland China,

Although the overdll rentul rates of
the investment properties had
been reduced, the occupuncy
rate wus muintuined ut the
sutisfuctory level of uround 91% ut
the yeur end. In-Zohe hus been
52% let ut the yeur end. Sules of
properties delivered u sutisfuctory
contribution of HK$28 million fo the
operuting marygin with only a few
residentiul fluts of Cathuy Lodye
remuined for sule which were dll
sold subseyuent to yeur end.
Though hotel und cutering
business wus severely uffected by
the stugnunt economy und the
911 Crisis und recorded u heyutive

muryin, there is u gradudl

recovery in 2002.




Downer reported u revenue of
AS1,624 million (HKS$6,729 million)
und A$1,242 million (HK$5,146
million) aund u net profit ufter tax of
AS$46 million (HK$189 million) und
AS$20 million (HK$84 million) for the
yeur ended 30th June, 2001 und
six months ended 31st December,
2001 respectively. As ut this year
end, the Group held 352,727,322
shares in Downer which is
eqyuivulent to ubout 36.86% of the
then issued ordinury share capitul
or ubout 33.49% on u fully diluted
busis.

Downer is u preferred supplier of
enygineering und infrustructure
munuygement services to the ruil,
public and private roud,
telecommunicutions, power, und

mining und resource sectors in

Australia, New Zedlund und Asia,

Downer, u top 150 listed compuny
on the Australiun Stock Exchunye,
hus totul ussets of AS1.7 billion,
11,000 employees und un unnudl

turnover of over A$2.5 billion.

Its services ure orgunised through
five operuting divisions thut have
common core competencies.
These core competencies include
vulue-udding skills in engineering,
desigh und usset munugement
und muintenunce to provide
clients with single source solutions.

Downer’s divisions ure: EDI Ruil (ruil
division), Downer Enygineeriny
(enygineeriny division), Works
Infrastructure (infrustructure
division), Roche Mininyg (Mininy
division) und Century Resources

(resource services division).

The 17.45% equity interest in Chinu
Strateyic, u diversified investment
holding und property group with its
shares listed on The Stock
Exchunge of Honyg Kony Limited
(the "Hony Kony Stock
Exchunge”), continues to be u
long-term strutegic investment of
the Group. It is expected thut the
Group will benefit not only from
the investment in but ulso the
business networking cupubilities of
Chinu Strateyic in Muinland Chinu,

Pursuant to u shure plucement of
Chinu Strateyic completed ufter
the bulance sheet dute, the

Group’s eyuity interest in Chinu
Strategic is diluted to 14.55%.




The Group currently muintuins u
vuriety of credit fucilities to meet
its working cupitul requirements.
Duriny the yeur, the Group
obtuined hew bunk louns in the
umount of HK$889 million. The
louns beur inferest ut murket rates
und dre with terms of repuyment
ranying from one yeur to eight
yeurs, The proceeds were used for
ygenerdul working cupitul purposes
und to refinunce the repuyment of
the convertible note. As ut 31st
March, 2002, the Group’s totul
borrowinys umounted to HK$1,296
million with HK$468 million
repuyduble within one year und

HK$828 million repuyuble ufter one
yeur, Cush bulunces ut 31st
March, 2002 umounted to HK$602
million.

As ut the yeur end, dll of the
Group’s borrowings beur interest
ut flouting rates und ure
denominuted in Hony Kony
dollurs, The Group’s geduring rutio
increused slightly from 0.41 at |ust
yeur end to 0.43 which is
culculuted bused on the totul
borrowings of HK$1,296 million und
the Group’s shureholders’ funds of
HK$2,995 million.

Including the directors of the
Group, us ut 31st March, 2002, the
Group employed u totul of
upproximutely 1,780 full time
employees. Remunerution
puckuyes comprised of sulary und
yeur-end bonhuses bused on
individuul merits. No shure options
were grunted or exercised duriny
the yeur.

As ut 31st March, 2002, certuin of
the Group’s properties und
debtors with un ugygregute vulue
of upproximutely HKS$1,554 million
und the issued shures of certuin
subsidiuries of the Compuny und
its benefits under certuin
construction contructs, have been
pledyed to bunks und finuncial
institutions to secure yenerul credit
fucilities yrunted to the Group.

As ut the yeur end, the Group hus
contfingent liubilities in respect of
outstunding performunce bonds
onh construction contracts und
guuruntees given to bunks und
finuncial institutions on yeneral
bunkinyg fucilities grunted to
ussociutes und u jointly controlled
entity of HK$607 million und HK$93
million respectively.

As ut 31st March, 2002, there were
1,036,744,924 shures in issue und
outstunding share options over u
totul of 54,449,206 shures.
Subscription prices remuined ut
HK$0.6048 und HKS$0.5552 for the
shure options over 38,349,206
shares und 16,100,000 shures

respectively.

Duriny the yeur, un uyygreyute of
44,256,532 shares were issued by
wuay of scrip dividend while the
secured convertible redeemuble
note of HK$450,000,000 wus repuid
in full. In addition, the Compuny
grunted bonus wurrants to
shureholders at u pro-rata busis of
onhe wuarrunt for every five shares
then held which confer rights to
the holders to subscribe up to
upproximutely HK$82 million in
cush for shures of HK$0.10 euch at
un initial subscription price of $0.40
per share. These wurrunts are
exercisuble ut any time on or
before 29th August, 2003 und
none hus been exercised up to
31st March, 2002.



The bourd of directors hus resolved
to recommend the puyment of u
finul dividend of 1 cent per shure
for the yeur ended 31st March,
2002 (2001: 1 cent per share) to
shureholders whose hames uppeur
on the Compuny’s reyister of
members us at the close of
business on 4th October, 2002. The
final dividend is expected to be
puid to shureholders by post on or
uround 31st October, 2002.

The bourd of directors hus dlso
proposed that the final dividend
should be sutisfied by way of d scrip
dividend of shares, with an option to
elect cush in respect of purt or ull of
such dividend. The market value of
the shares to be issued under the
scrip dividend proposul will be fixed
by reference to the averuyge of the
closing prices of the Compuny’s
shares for the three consecutive
trading duys ending 4th October,
2002 less u discount of five per cent.
of such uveruye price or the pur
vulue of shares, whichever is the
higher. The proposed scrip dividend
is conditiondl upon the Hong Kony
Stock Exchunye grunting listing of,
und permission to dedl in, the new
shares to be issued und the pussiny
ut the forthcominy unnuadl generdl
meeting of the Compuny of un
ordinury resolution to upprove the
final dividend. A circular giving full
detuils of the scrip dividend proposul
und a form of election will be sent
to shareholders.

During the year ended 31st March,
2002, there were no purchuses,
sules or redemptions by the
Compuny, or uny of its subsidiuries,
of the Compuny’s listed securities.

In light of the continuing globul
economic downturn, it is expected
that the locul economy will dlso
remain stagnunt, Gross value of
construction work in Hony Kony hus
been on u downward trend in the
pust few yeaurs. This hus led to
infensified competition und
conhseyuently tighter margin. Fucing
these difficulties, the Group
continued to implement cost
reduction und streumlining meausures
to enhunce its cost competitiveness.
This is evident in the 29% growth of
the Group’s work on hund in the
pust year, With its comprehensive
skill buse, proven frack records und
diversified client buse, the Group is
confident in securing hew prospects
in locul construction market.

Muainlund China is the Group’s
targeted gyrowth market. With
established track record und
networking in China since the lute
80’s, the Group hus further pluns of
forming ulliances to tuke
udvuntuye of the opportunities in
the Muinland urising from Chinu’s
entry to World Trade Orygunisution
und hostinyg of the 2008 Olympic
Gumes. The Group will dlso focus
onh the export of Muinlund bused
expertise, personnel und products
to the internationul markets. To
support this expansion strategy,
the Group hus ulreudy entered
info un agreement to ucyuire u
sighificunt equity interest in u
stute-owned yrade 1 construction
compuny bused in Beijing. This
compuny operutes with u lurge
nautionul footprint und over 40
yeurs of successful fruck record. It
is untficiputed thut permission to
proceed with this acquisition will
be grunted by the relevunt
uttributes in this summer. This
muture und fully loculised
operution will enuble the Group to
uccelerute the Group’s growth
plans in Mainland China.

In Australia and the South Pucific
reygion, Downer hus continued to
increuse its forward order book

und, us the ylobul frend fowurds
outsourcinyg enygineerinyg services

continues, its outlook is



encouruying und promising. With
its frack record of steudy edrnings
growth, the bourd of directors is
confident that Downer will
contfinue to enhunce the Group’s
ubility to mauintuin a stuble income
stream und creute investment

vdlue.

In the yeurs to come, the Group
will continue its business und
investment diversificution strateygy
by venturing into different
geoyruphicul murkets where
sound business opportunities ure
identified, with its primury focus on
the Chinu market, and investments
ygenheruting eurnings yrowth,
Barring unforeseeuble
circumstances, the Group is well
positioned to cupture its prospects

und meet the chdllenges uheud.

On behdlf of the bourd of
directors, | would like to tuke this
opportunity to express my
uppreciution to the shureholders
for their support, to the
maunagement und stuff for their
dedicuted efforts und to our
client, consultants und partners for
dll their valuable ussistunce

offered during this pust yeaur,

Dr. Chan Kwok Keung, Charles
Chadirman

Hony Kony, 18th July, 2002



