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HKR INTERNATIONAL LIMITED ANNUAL REPORT 2004,/2005

The material factors underlying the financial position of the
Company and its subsidiaries (collectively, the “Group”) for
the financial year ended 31 March 2005 are as follows:

SHAREHOLDERS’ FUNDS

At 31 March 2005, the shareholders’ funds of the Group
increased by HK$777.6 million to HK$6,649.3 million (2004:
HK$5,871.7 million). Operating business units in general were
profitable and overall gross profit margin improved from
24.3% to 28.5%.

MAJOR CASH FLOWS FROM OPERATING/INVESTING
ACTIVITIES

Property sales in Discovery Bay contributed HK$731.4 million
cash to the Group during the year. The Group has acquired a
commercial property in the Peninsula Centre which is a
popular retail property located in Tsim Sha Tsui for a cash
consideration of HK$168.0 million. The Group made a down
payment to acquire an industrial building located in Aberdeen
at a gross consideration of HK$122.8 million.

FINANCIAL LIQUIDITY

The financial position of the Group remained strong with total
cash and investment in securities amounting to HK$3,383.7
million (2004: HK$3,446.9 million) whilst total bank borrowings
were reduced to HK$2,713.4 million (2004: HK$2,917.6 million)
after repayment of certain bank loans during the year.

GEARING

The Group continues to maintain a low gearing ratio of 14.9%
(2004: 17.6%) as calculated by the Group’s consolidated net
borrowings to the shareholders’ funds.

FINANCING ACTIVITIES

Taking advantage of the persistent low interest rate, the
management launched a zero coupon convertible bonds issue
for an aggregate nominal amount of HK$1,410.0 million with a
maximum tenor of 5 years in March 2005. The issue was
completed in April 2005.

BANKING FACILITIES

At 31 March 2005, the Group had sufficient internal cash and
banking facilities, both secured and unsecured, to finance its
development projects and operations. At 31 March 2005, the
Group had HK$2,588.6 million (2004: HK$2,823.3 million) of
unutilised credit facilities after cancellation and expiration of

certain credit lines.



i FE B B AR AT RA ] 2004/2005 4

51 75 [ e

Financial Review

ANCEERNEZHA=+—H > M EEAS

2 A B R — R EE A 15% (%
PUAE : 18%) » JHIN— & A NERNIE70%
(CFZDLE - ) KA E A RERE
MIAE15% (—FF I AF : 82%) °

Y 8O

A SR T A o RGBS A LR BE o B S A S A
PRIAR ST 2 B o 7 B RUOR A A T
R RITTRHA > BRI SE T B o A5 2 SR AT
FR T B RG> WAEFEEES P
K 30 2 SRR PR R AR B o R DU B R
JE(Bg o

AR B 2 BUR T ARG R e MR T RAE R
BN E -

26 P G

ACEBEAFEZH A —H > AREEE R
HE L4720 H B (U FEEPUAE @ 414.9H
W) 2 A TYWE N81.oH Bl L (FZE
PUAE @ 80.810 # ik JT) Z SRATAE 3K » Ml 4 DA
JEAE ) MRk (. ZPUAE © 22,0 H &5 s J0)
ER T AREBBRITEEZIER -

A ML B K% L Tung Chung  Station
Development Company Limited ([ TCSDCLJ)
Fif 2 2831 %W 4 /E S5 K4 - TCSDCLZ &
BB A £(H2,373.1H Eilk e (CEFEE
PU4E : 2,311.1 0 E s o0) IR HE T ER1T1E 25 1%
ERTE » LIS RIZ T TCSDCLZ $R17 15 & -

Al 2 Hop — R s F A s B (P 2)
7 BR 2 B IR [R] 1R A% B i — B8 A J 2
A KK 22.8F B oo (R PUAE £ 206
W) AEERR TEMEB AR 25T —
MR ATE & -

B AR £

R A 55 1 LA P RE LU 1) 2 PR el 8RR AT e oAl
58 (a7 K0 2 AR I > nsd ) 1F A8 IR AL
HAE 2 R BB KR 418. 8 H T HE C £ 170.7
HEWE T (ZEFLMA : 589.0F &l o) -

The maturity profiles of bank borrowings were 15% (2004:
18%) falling within one year, 70% (2004: nil) falling between
one to two years, and 15% (2004: 82%) falling between two to
five years at 31 March 2005.

TREASURY POLICY

The Group centralises its treasury functions and adopts a
conservative approach for its treasury management. The
majority of assets and liabilities are denominated in HK and
US dollars and have limited exposure to foreign currencies.
The Group’s banking facilities are principally on floating rate
basis and interest rate swaps were employed to manage the
interest rate risk for its short to medium term borrowings when

appropriate.

It is the policy of the Group to restrict the use of financial
derivatives for speculative purpose.

PLEDGE OF ASSETS

At 31 March 2005, the Group had pledged certain properties
with a total carrying value of HK$472.0 million (2004:
HK$414.2 million) and bank deposits of HK$81.9 million
(2004: HK$80.8 million) and trade receivable of nil amount
(2004: HK$22.0 million) to secure banking facilities granted to
the Group.

The Group’s entire interest of 31% in Tung Chung Station
Development Company Limited (“TCSDCL”) was pledged.
The loans to TCSDCL (before provision) amounting to
approximately HK$2,373.1 million (2004: HK$2,311.1 million)
were subordinated to banks, to secure the banking facilities
granted to TCSDCL.

HKR Properties Limited, one of the Company’s subsidiaries,
also subordinated an inter-company debt of HK$22.8 million
(2004: HK$20.6 million) due from one of its subsidiaries to
secure certain general banking facilities granted to that
subsidiary.

CONTINGENT LIABILITIES

The Group’s contingent liabilities in respect of guarantees and
undertaking given, to the extent of the Group’s proportionate
share, in respect of banking and other facilities (or secured
indebtedness, if appropriate) granted, were reduced
substantially by HK$418.3 million to HK$170.7 million (2004:
HK$589.0 million).



