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FINANCIAL REVIEW

Performance

Amid challenging market conditions, the Group had an active
year and performed well. Turnover for the year ended 31st
December, 2002 increased by 82% from HK$1,170.9 million to
HK$2,126.8 million compared to the previous year. This record
high volume does not include the turnover of a jointly controlled
entity, in which the Group has a 40% interest. Total turnover of
the jointly controlled entity for 2002 amounted to HK$527.5
million (2001: HK$91.7 million) representing an increase of 4.7

times on the prior year.

The Group’s profit from operations before interest and tax for
2002, as compared to 2001, increased by 108% from HK$209.2
million to HK$434.9 million. Higher sales volumes contributed
greatly to earnings and provided much of the impetus for the
improved performance. Demand for the Group’s properties was
encouraging, particularly in respect of projects such as Gallopade
Park — South Court, Pleasant View Garden and Fairview South
Court. These three projects together contributed 57% of the
total turnover for the year.

During the year, the Group continued to exercise stringent cost
control measures and, as a result, a satisfactory gross profit
margin of 36.6% (2001: 33.2%) and an improved direct cost-
to-turnover ratio of 63.4% (2001: 66.8%) were attained. While
expenses in various areas were effectively controlled, the
underlying operating expenses were overall on the rise. In the
face of a strong supply market, various sale-promotion initiatives
and campaigns were launched, particularly for projects in Beijing
where the Group’s brand name was new and in Guangzhou
where market competition remained aggressive. This raised the
selling and marketing expenses up by 81% to HK$227.8 million
(2001: HK$126.2 million). Also, the significant growth in staff
numbers to meet the needs of business expansion and progress
of project developments elevated the general and administrative
expenses to HK$119.0 million (2001: HK$57.1 million), up 108%.
That notwithstanding, the Group is resolved to pursue cost-
containment efforts and keep spendings disciplined.
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During the year, the Group incurred interest expenses before
capitalization totalling HK$103.9 million. An analysis is set out

below:
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2002 2001
—EBE-F —EEF
HK$’000 HK$’000
FET FET
Interest on loans wholly repayable ERRAFANEEEE
within five years BWE RS T 103,893 71,896
Less: &
Interest capitalized as part of the cost VERERFPYIZEIB IR
of properties under development HEEAREFE (91,249) (65,958)
12,644 5,938

The average interest rate of borrowing costs incurred during the
year ended 31st December, 2002 was approximately 6.0% per

annum (2001: 6.4% per annum).

Profit from operations covered 4.2 times of the interest expenses
before capitalization, compared to 2.9 times for the previous

year.

Results

Together with the improved performance of a jointly controlled
entity, the Group’s profit attributable to shareholders for the year
under review was HK$229.1 million, an increase of HK$108.1
million or 89% compared to HK$121.0 million achieved for 2001.
Earnings per share of HK$0.23 in 2002 were almost double
relative to HK$0.12 in 2001.
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Financial Position

As at 31st December, 2002, total assets of the Group amounted
to HK$8,747 million whereas total liabilities (excluding minority
interests) stood at HK$5,650 million, representing an increase
of HK$3,121 million and HK$2,457 million respectively on the
previous year. The increase in total assets was indicative of the
implementation of the Group’s expansion commitments and the
extent of additional investments in project developments. The
increase in total liabilities mainly reflected higher levels of bank
borrowings and other payables used in financing operational
activities and investment expenditures.

The Group had a current ratio of 1.16 compared to 1.64 at last
year end, representing a drop of 29%. Shareholders’ equity
increased to HK$2,800 million from HK$2,254 million at 31st
December, 2001, primarily due to the contribution from a HK$172
million increase of retained earnings and a HK$359 million

increase in the asset revaluation reserve.

Liquidity and Borrowings

As at 31st December, 2002, the Group’s liability-to-asset ratio
(i.e. the ratio between total liabilities and total assets, excluding
minority interests) was 65% (2001: 57%). The net debt-to-equity
ratio (i.e. total debt less cash and bank deposits over
shareholders’ equity) was 85% (2001: 49%)).
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As at 31st December, 2002, the Group had cash and short-
term bank deposits amounting to HK$489 million, of which
HK$232 million were pledged as collateral for the Group’s
banking facilities. Total borrowings from banks came to
HK$2,307 million, representing an increase of 65% or HK$908
million over the previous year. Gearing, measured by net bank
borrowings as a percentage of shareholders’ equity, increased
from 41% last year to 65% this year.

The Group’s bank borrowings at 31st December, 2002 were all
secured and denominated entirely in Renminbi with a repayable
profile set out as follows:
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As at As at

HKS$ million 31st December, 2002 31st December, 2001

—EECF —TT—F
BB +=A=+-H +=A=+-8
Within 1 year —FR 1,485 64.4% 916 65.5%
After 1 year but within 2 years —EmMFE 340 14.7% 311 22.3%
After 2 years but within 3 years 2= = 4F 482 20.9% 171 12.2%
Total bank borrowings HEIRITIEE 2,307 1,398
Less: Bank deposits and cash B RITEREES 489 474
Net bank borrowings FIRITEE 1,818 924
As at 31st December, 2002, the Company provided guarantee RZZEZE-_F+_A=+—H XREHKRF
to banks for loan facilities of HK$236 million granted to its E i BRA 7] A2236,000,000/ TTHISRITE 7R 2
subsidiaries. HIER -
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Charges on Assets

As at 31st December, 2002, certain assets of the Group with an
aggregate carrying value of HK$2,347 million (2001: HK$2,044
million) were pledged with banks for loan facilities used by

subsidiaries, a jointly controlled entity and related companies.

Contingent Liabilities
As at 31st December, 2002, the Group provided guarantees to
banks for:
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2002 2001
—EBE-F s
HK$ million HKS$ million
BEET BEBT

— mortgage facilities granted to buyers —BEEREEYE

of the Group’s properties BEREHIIEERM

FRITIEL Z R 1,322.9 287.8
— loans borrowed by a jointly controlled entity —— AR ERENEE 84.9 56.6
— loans borrowed by related companies —HEAREE 106.6 18.9
— loans borrowed by an associate ——MBE L FNEE 9.2 10.0
1,523.6 373.3
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Capital Commitments

The Group’s capital commitments in respect of land and property
construction costs and capital contribution to a jointly controlled
entity, which were authorized and contracted for, amounted to
HK$4,137 million at 31st December, 2002 (2001: HK$2,330
million). With the continuous cash inflow from property sales
and the committed banking facilities coupled with cash in hand,
the Group is in an adequate liquidity position to meet these on-
going capital commitments by stages.
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