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Liquidity and financial resources

The Group’s cash and bank balances as at 31
December 2000 amounted to HK$25,622,000. The
Group’s total
HK$88,056,000 representing a decrease of
HK$130,059,000 as compared to that of last year.

borrowings amounted to

The gearing ratio, expressed as the percentage of
long-term debt to equity, was 3.2% as at 31
December 2000. The comparative gearing ratio as at
31 December 1999 was 1.2%.

The maturity profile of the total borrowings of 31
December 2000 was spread over a period of five
years with HK$62,591,000 repayable within one
year, HK$7,928,000 repayable between one to two
years and HK$17,537,000 repayable between to five

years.

The Group’s bank borrowings were mainly in HKS$,
US$ and VND (Vietnamese Dong) with a proportion
of 58%, 4% and 38% respectively. As most of the
VND borrowings were utilized in local Vietnam's
operational expenses and working capital, the
exchange risk was thus minimized. Of the total

borrowings, about 42% were at fixed interest rates.

As at 31 December 2000, certain investment
properties valuing at HK$74,150,000 and certain
fixed assets with a net book value of HK$200,609,000
have been pledged to banks to secure facilities

granted to the Group.

Foreign exchange risk

The Group is exposing to the risk of exchange rate’s
fluctuation in Vietnamese Dong for its investments
in Vietnam. The Vietnamese Dong to HK$ had a 3%
devaluation as at 31 December 2000 when it was
compared to the previous year’s exchange rate,

resulting in a foreign exchange loss of HK$9,061,000
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and an exchange difference on translation of the
financial statements of foreign subsidiaries and
jointly-controlled entities of HK$9,633,000. As
Vietnamese Dong is not a freely exchangeable
currency, hedging instruments are in lack of and

have not been used by the Group.

Major investments

As at 31 December 2000, the Group held 100,000,000
ordinary shares of TCL International Holdings
Ltd.(“TCL"”), representing a total value of
HK$178,000,000 based on its closing price as at 31
December 2000 of HK$1.78 each. Besides, the
Group also held 31,405,954 B shares in Shenzhen
Huafa Electronics Co. Ltd., a listed company in
Shenzhen Stock Exchange, the PRC. As the shares
held by the Group were founder shares and disposal
thereof would be subject to restrictions. The Group
is in the process of applying for uplifting of the
restrictions to the authorities according to the
relevant regulations in the PRC. In addition, the
Group also held 1,000,000 shares of Lotus Pacific
Inc., a company with its shares trading on the OTC
Bulletin Board in the USA. Since Lotus Pacific Inc. is
engaged in high-tech business, its share price has
dropped dramatically along with most of other
high-tech stocks in the US stock market. The value
of the Group’s holding of the shares was
US$1,500,000 as at 31 December 2000, with its
closing price as at 31 December 2000 of US$1.50

each.

Material acquisitions and disposals

The Group, by a placement through Cazenove Asia
Limited, disposed of 80,000,000 ordinary shares in
TCL at a price of HK$3.35 each on 12 June 2000
and thus raised a net proceeds of approximately
HK$261,000,000 (also refer to the Chairman’s

statement). By an agreement dated 19 September
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2000, the Group acquired a luxurious residential
property in Hong Kong from Mr. Luk King Tin and
Madam Cheng Cheung, the chairman and a director
of the Group respectively at the price of
HK$38,500,000, by reference to an independent
professional valuation. The acquisition cost was
funded by internal resources and a mortgage loan
from a local bank. By an agreement dated 21
November 2000, the Group disposed of a wholly-
owned subsidiary, Luks Technology Development
Company Limited (“Luks Tech”) to TCL Overseas
Holdings Limited at a consideration of
HK$10,690,000. Luks Tech is a British Virgin Islands
company established solely for holding a TV
manufacturing and distributing subsidiary in
Vietnam. After the disposal, the Group’s activities in
electronics manufacturing and distribution are at a

minimal.

Contingent Liabilities

No contingent liabilities for the Group as at 31

December 2000 was provided.

Future plan for investments

The Group has plans to further expand the
production facilities of the cement plant in Vietnam
so that the total capacity can be upgraded to
800,000 tonnes per annum. The funding of the
investment is expected to be financed by local bank

borrowings and internal resources.
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Employees and remuneration policies

The total number of employees of the Group was
approximately 650 as at 31 December 2000. Most of
the employees were located in Vietnam. The total
remuneration of employees for the year was
approximately HK$12,190,000. Salary increment
and bonus are rewarded on a performance related
basis. The Company granted share options to
directors and employees of the Group pursuant to a
share option scheme approved on 23 June 1999
(also refer to note 35 of the financial statements).
The Group participated to a MPF scheme for all staff
in Hong Kong as at December 2000.
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