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Life is the unreachable horizon.

It retreats to open an unlimited vision.
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Results

The year 2002/2003 was an extraordinarily difficult one to the
Group. For the year ended 31 March 2003, the Group reported
HK$168 million in operating profits before share of loss in the
Tung Chung Station Package II Development Project.

The Group for the first time recorded losses attributable to
shareholders for a total of HK$700.6 million compared with the
previous year’s profit of HK$138.8 million. Losses per share for the
year were HK$0.61, compared with HK$0.12 in earnings per share
for the previous year. Turnover for the year was HK$2,158.7 million,
compared with HK$2,100 million for
the preceding year.

For year 2002/2003, Discovery Bay
generated substantial profits to
remain the major revenue source for
the Group whereas the value of its
Tung Chung project Coastal Skyline
was written down further for a total
of HK$762.2 million.

Dividends

In view of the difficult business environment and to prepare for
the challenges ahead, the Board of Directors does not recommend
paying any final dividend to shareholders. For year 2001/2002, a
special dividend in specie of 144,672,253 shares in Hanison
Construction Holdings Limited (HCHL) was distributed to
shareholders on a pro-rata basis of one HCHL share for every
eight shares held in the Company.

Siena, the latest development of Discovery Bay

Mr. Cha Chi Ming, Chairman
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Highlights of the Year

The followings were some significant developments for the Group
during the year:

1. Sales of Discovery Bay Phase 12, Siena Two, were launched in
September 2002. Despite the weak economy, 258 of the 280
units marketed had been sold by the end of March 2003. The
steady sales to local and expatriate buyers have again
underlined the development’s niche in the local property market
- the healthy and natural environment in Discovery Bay and its
unique appeal to the cosmopolitan clientele.

2. Phase 1 of the Tung Chung Station Package II development,
Coastal Skyline, was marketed in December 2002 and
immediately became the market focus. A total of 576 units
had been sold by the end of March 2003 for an average price
outperforming prevailing market levels in the surroundings.

3. The Group reached agreement with the authorities of Jingan
District, Shanghai, in December 2002 to redevelop several
adjourning prime sites in the district into a mixed use
development with a combined gross floor area of about
313,000 square metres.

Corporate Finance

As at 31 March 2003, the Group held a total of HK$3,275.4
million in cash and investment securities (Last year: HK$ 2,816.5
million) whereas its bank borrowings were HK$3,172.6 million in
total (Last year: HK$2,512.5 million). Sales of Siena and Coastal
Skyline and the disposal of non-core business assets according
to its business strategy have augmented the Group’s cash
position.

1.

2.   

3.

A corner of show flat of Coastal Skyline, Tung Chung

Siena, Discovery Bay
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The Group continued to take advantage of the low interest
environment in the past year during which it renegotiated existing
and secured new syndicated loans totaling HK$1,320 million at
low interest rate to refinance its existing working capital loan and
to finance new projects. The Group continued to maintain a low
gearing ratio of 25 per cent.

With the cash, securities and banking facilities on hand, the Group
maintains a strong liquidity position and has sufficient funds to
meet its working capital requirements. Its projects in Discovery
Bay, Tung Chung, Shanghai and overseas are financed by internal
cash and bank loans.

The Group’s conservative financial policy with respect to currency
exposure wil l  not change. Bank borrowings are mostly
denominated in Hong Kong and US dollars while foreign currency
liabilities are generally matched with assets of the same
denomination. The Group strictly forbids the use of derivatives
for speculative purpose.

Strategic Directions and Prospects

As a long-term strategy for the Group, diversification into Mainland
China will be an important priority for the next few years but Hong
Kong remains a base for the Group. While the SARS impacts on
China’s economy have to be monitored and reassessed in the
longer term, damage to the fundamentals seems minimal. The
fast economic growth in China will continue to drive the recovery
of the financial infrastructure, the expansion of the emerging
middle class and the maturation of its newly developed mortgage
market. Such trios are giving effect to an environment favourable
to the private property market.

Children’s themed playground in Coastal Skyline

Houses and low-rise units around Siena Lake
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The Group is poised to tap
China’s enormous growth and
the investment in the Jingan
project in Shanghai is a big step
in this direction. Plans are in
hand to develop this project
into a landmark in the
premium district, drawing on
the Group’s unparalleled
experience accumulated from
the development of Discovery Bay in Hong Kong. In the medium term,
the project is expected to bring reasonable returns to the Group.

Locally, the business landscape is increasingly competitive and
year 2003/2004 will continue to be challenging. While the full
aftermath of SARS in Hong Kong has yet to be seen, property
prices will remain under pressure in view of the shrinking demand
as a result of the weak economy and increasing unemployment
rate. It is hoped that the supply-and-demand equilibrium can be
restored and that buyers’ confidence can revive together with the
economy in the not too distant future.

On the positive side, affordability of housing is at a two-decade
high after years of price correction with historical low mortgage
rate, making the mortgage payment amount to about 20 to 25
per cent of monthly income on average. Since late last year, the
Government has also announced a number of measures including
a moratorium on government land sales. These factors help
contribute to the market environment positively.

Despite the difficult economy and competitive market, the Group
will continue to build high quality properties to meet the aspiration
of home buyers with distinctive style. The strategy has proved to
be successful in the sales of the Group’s Discovery Bay and Tung
Chung developments. In both projects, the Group has achieved
selling prices that have outperformed the prevailing market levels
at the surroundings.

The Sukhothai

The Sukhothai Hotel in Bangkok

Coastal Skyline show flat
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Though Hong Kong has been undergoing a structural change in
terms of its strategic position and future direction, its role as a
cosmopolitan city would remain unchanged. That is a distinct
competitive edge that Hong Kong will continue to benefit from
the economic growth of Mainland China and the globalized
economic environment.

I would like to take this opportunity to express my thanks to the
directors for their guidance and to all the staff for their dedication
and hard work, which together have enabled the Group to remain
competitive in one of the toughest moments.

Lastly, I would also like to thank our shareholders and business
partners for their invaluable support and confidence in the Group.

CHA Chi Ming
Chairman
Hong Kong, 27 June 2003
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