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Property Development

With overwhelming success of Talent Court’s sale results, the Group is in full gear to

develop its other domestic residential development project in Changning,

Shanghai – Tiffany Court. Pre-sale of the project has been scheduled to commence
shortly and completion is expected to be in December 2002. Profit from this project will

partly be reflected in the financial year ending 31 March 2002. With steady and

solid expansion of both local and foreign buyers’ housing demand, the Group is
confident in the prospect of Shanghai’s residential market.

FINANCIAL REVIEW

The Group continues to adopt a prudent financing policy and sustain a sound capital
structure with healthy cashflow. As at 31 March 2001, the Group’s cash on hand

amounted to HK$75 million while total assets and net assets were approximately

HK$1,721 million and HK$661 million respectively. Working capital has further
improved by 55 per cent. to HK$38 million as at 31 March 2001.

In view of the prevailing relatively low interest rates, the Group raised a HK$100

million 3-year term loan mainly to refinance its short term outstanding convertible notes due

31 March 2002. The facility, arranged by Industrial and Commercial Bank of China (Asia)
Limited and The Bank of East Asia Limited, was well received and more importantly,

signifies the overall financial strength of and the bankers’ confidence in the

Group. All convertible notes were redeemed on 28 March 2001 with total
redemption monies amounting to approximately HK$81 million.

The Group’s net borrowings were HK$284 million as compared to HK$260 million in

the previous period while total liabilities to total assets gearing ratio maintained at the
prudent level of 34 per cent. as compared to 32 per cent. last year. As at 31 March 2001,

contingent liabilities were HK$77 million in relation to guarantees of performance bonds

while certain of the Group’s fixed assets with a book value of approximately
HK$172 million have been pledged to secure certain banking facilities of the Group. The

Group’s bank borrowings were mostly denominated in Hong Kong dollars but

Renminbi loan facilities have also been arranged for its PRC subsidiaries. Currency
exposure in the Renminbi borrowings has been hedged by the Group’s Renminbi

assets and revenue as generated by its PRC properties.
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PROSPECTS

The recent shake-up in the foundation industry has realigned the rule of the game

under a healthy competitive environment which is to the Group’s advantage. With

the government’s proactive emphasis on boosting the economy through investing in
many major projects, the Group is well positioned to materialize on such

opportunities. Besides the public sector, the outlook of the foundation industry will

also depend on the speed and scale of recovery of the local property market. In any
case, the Group will continue to monitor the changes in the operating environment

and take corresponding measures to safeguard its competitiveness in the market.

GDP growth in the PRC accelerated to 8% in 2000 with Shanghai outperforming

the national average reaching a local GDP growth of 10.5%. The upbeat sentiment

of Shanghai’s residential property can be attributed in part to the housing reform
policies and the tax refund Shanghai residents can qualify for when buying residential

property. In addition, favourable factors such as China’s impending entry into WTO,

replacing private negotiation with land auction or tender to improve transparency
of new land supply and the imminent merger of the foreign and local housing market

will further accelerate the momentum of Shanghai’s residential market. In view of

such promising ingredients, the Group will continue to concentrate its efforts in
Shanghai’s property market and will actively search for suitable sites for new

development.

Looking ahead, the Group is confident in its competitive strength in the local

foundation market and at the same time, its positioning and ability to capture the

tremendous growth opportunities in Shanghai.

EMPLOYMENT AND REMUNERATION POLICIES

The Group, including its subsidiaries and joint ventures in Hong Kong and the PRC,
employed approximately 1,000 employees as at 31 March 2001. The Group’s

remuneration policies are primarily based on prevailing market salary levels and the

performance of the respective companies and individuals concerned. Fringe benefits
which include provident fund, medical insurance and training are provided. In

addition, share options may also be granted in accordance to the terms of the Group’s

approved share option scheme.

APPRECIATION

On behalf of the Board, I would like to express my sincere gratitude to all our staff

for their dedication, hard work and contribution especially during such challenging

period. In addition, we would also like to thank all our shareholders for their support
of the Group.
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AUDIT COMMITTEE

The Group’s Audit Committee has reviewed with management the accounting

principles and practices adopted by the Group and discussed the auditing, internal

control and financial reporting matters including the review of the Group’s audited
results for the year ended 31 March 2001.

On behalf of the Board

CHEUNG FRANCIS
Chairman

Hong Kong, 18 July 2001
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