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OPERATIONAL REVIEW

The audited combined profit attributable to shareholders for the year
ended 31st March, 2001 amounted to approximately HK$47,195,000
(2000: HK$36,231,000). The profit represented an increase of about
30% from that of the previous year and was slightly over our estimate
in the Company’s Prospectus dated 11th April 2001. The directors
do not recommend the payment of a final dividend for the year ended
31st March, 2001 in order to preserve funds for the Group’s future
development plans. On 1st March, 2001, three subsidiary companies
of the Group paid a special dividend amounted to HK$14,380,000

in aggregate to their then shareholders out of internal resources.

Turnover was approximately HK$354,444,000 (2000:
HK$461,246,000), a decrease of 23%. This was because of the drop
in revenue from electrical engineering projects. When compared
with last year, the aggregate volume of works on projects fell. During
the year, most of the engineering contract revenue came from the
more active projects, at Tin Shui Wai Area 102 Phase 2, Tin Shui
Wai Area 102 Phase 3, Tung Chung Area 30 Phase 1, Ma On Shan
Area 77 Phase 3, On Ting Estate, Tseung Kwan O Area 74 Phase 4,
Ma On Shan Area 77 Phase 1, plus the Private Sector Participation
Scheme (“PSPS”) Development at Tseung Kwan O Town Lot No.62
Area 65A, etc.

Apart from the above projects of the Group, other projects were
close to completion or were completed during the year ended 31st
March, 2001. Thus, their contribution to the Group’s electrical
engineering turnover was limited. In December 2000, the Group
was awarded a new PSPS contract at TL28 Area Il Tin Shui Wai.

The turnover in our trading business continued to grow to about
HK$79,594,000 (2000: HK$53,401,000), or about 49% increase,
as a result of further expansion in its business volume and the

addition of new product agency rights during the year.
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Turnover by line of business
The following is a breakdown of the Group’s turnover by line of

business for the year ended 31st March, 2001 (with comparative
figures for the year ended 31st March, 2000): —

BEXBEREAT 2ERE
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2001 2000
—EBE2-F % —TEERF %

Electrical Engineering

Contracting Business FEERITRED 274,850 78 407,845 88
Trading Business of Electrical BERRBEZED

Generator Set EEHMA 47,752 13 30,237 7

Components fic 5 31,842 9 23,164 5
Trading Subtotal = E YN, 79,594 22 53,401 12
Overall Total @t 354,444 100 461,246 100
During the year ended 31st March, 2001, the mix of turnover BE—_ZZ—F=—A=+—HIFE &

continued to shift from electrical engineering contracting business
to electrical component and equipment trading business, a result of
the drop in the turnover of the former and the gradual growth in the
importance of the latter in the Group’s operating structure. Despite
shrinkage in the contracting business, the shifting in the mix of
turnover reflected the Group’s commitments in integrating its vertical

expansion strategy during the year under review.
Consolidated customer base

The Group continued its strategy of diversifying its customer base
during the year. The proportion from sales to private sector customers
bears to the Group’s combined turnover continued to grow from
last year’s 17% to this year’s 35%. This was attributable to the reduced
turnover derived from public sector of the contracting business of
the Group and the increase in turnover of its trading business, which

mainly focused on the private sector during the current year.
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The following is a breakdown of the Group’s sales by customer type ~ ANEBHZE=-TT—F=A=+—HIEF
for the year ended 31st March, 2001 (with comparative figures for ~ EREFERE D 2HER  ERBE=
the year ended 31st March, 2000) : — ZEEF=RA=1+—RIFEZLREUF
W
Private/ % of Group
public turnover
Business sector EAREEXRERIOL
type e 2001 2000
Customer 'R XBEE DQEHRE —TT-F _—_ITITITHF
HKHA FEg contracting public 64 79
AETE ng
ASD®™ EHEFO contracting public 1 4
AETIZ ng
HYEESL® BB trading private 12 3
25 N
Major Client in the FENE contracting private 12 6
private sector® BEEP® AETRE R
Another major client in HEME2SMA trading private 2 0
the private Sector HExP 25 i
Others Hit trading private 9 8
g5 N
100 100
Business Sector HEER
Public nE 65 83
Private N 35 17
100 100
Group turnover by customer type SEEXBEUEFERSE
65% 17%
35%
83%
2000
2001 —sEEsF
—EEF
Public sector NEIRE

Private sector fLEEAE
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Notes:
(1) ASD refers to Architectural Services Department

(2)  HYEESL is Hing Yip Electrical Engineering and suppliers Limited, a
private company incorporated in Hong Kong and is owed as to 99.99%
by Mr. Lai Yun Sang and 0.01% by his wife. Mr. Lai Yun Sang is the
elder brother of Mr. Lai Sai Sang, a director and the ultimate controlling
shareholder of the Company. Therefore, HYEESL is a conected person
of the Company for the purpose of the Listing Rules of the Stock
Exchange.

(3)  This customer is a private company, which engaged the Group on the
PSPS Development project at Tsueng Kwan O Town.

ELECTRICAL ENGINEERING CONTRACTING BUSINESS

During the year under review, the Group continued its work in
progress in respect of all its outstanding projects carried forward
from the previous year. Thus, the turnover of electrical engineering
contracting business was HK$274,850,000 for the year ended 31st
March, 2001, which was mainly derived from current outstanding
projects as most of the work on new projects had not yet commenced
during the year. Compared with last year’s figure of HK$407,845,000,
this was a drop by approximately 33% and is mainly attributable to
the following factors: —

(@) the reduced number of public sector projects put out for
tender in the market as a result of the general contraction
in public sector construction works and the HKHA's

recent plans to reduce the construction of public housing;

(b) increased competition in the industry as a result of market

contraction and, in particular, intense price competition;

(c) the combined effects of (a) and (b) above adversely
affecting the Group’s success in project tendering;

(d) reduced amount of certification for project work because
most of the current projects were already close to

completion during the year.
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(Continued)
TAREBE TS F

BZRR - A EERBR SNE
in electrical engineering industry, are TARERIT SERk B ER AT B T 225
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usually proportionally higher than .
during the initial stages. The Group’s RERIETE  BEIEX
. L]

trading division has been playing an & SRIBEATKEET EXAKEE

For the year ended 31st March, 2001, the gross profit of the electrical

engineering contracting business was approximately HK$61,920,000
which denoted a gross margin of approximately
22%. The ratio for last year was approximately
15%. The increase in margin reflected the effects
of the Group’s on-going process of vertical
integration. Such advantage more than
compensated the increase in costs associated with
rectification and variation works that may have to
be carried out at close to completion stage, which,

i == s =
important part in achieving more f SEFRBENT KW FRER/EE
favourable material prices, in L ZHIEHEE - H A ARV BT R 2R s AR

particular, prices for miniature circuit breakers, which contributed U WIRREMESUAEAZRRA - F15
to the enhanced margin. On average, costs of materials accounted 5 & - ¥R AMGIE B 8K AR4)70% * i
for approximately 70% of the total costs of projects, with sub- S BKA(TE) BIEEERLI30% © WFEHE
contractors costs (labour portion) accounted for the balance of  1&1SLATE - 02 B A S BRI
approximately 30%. The drop in material costs is partly attributable ~ ZE¥R 2 HERIR - LAR il %3 7 FE
to the Group’s control over the supply sources of such materials as EANEEBME -

well as their pricing as mentioned above.

For the year ended 31st March, 2001, the total
subcontracting payments made by the Group
amounted to about HK$69,422,000, whilst
subcontracting costs paid to the largest

BHE—ZTZ—F=A=+—H
IHFE  AEEXNzH 08
& ££#769,422,000/8 7T * M
IHFRASBAZSBEER
R FRERDBEEFZH
BEBRD B4 425,126,000

subcontractor and the five largest

subcontractors in aggregate amounted to about

HK$25,126,000 and HK$61,084,000 TTR61,084,000/8 7T ° % F X
respectively. Such amount were approximately . H 3 RGBS R PR 2 95
36% and 88% respectively of the total BERETEL36%588% °

subcontracting costs recognized in the
financial statements.
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ELECTRICAL ENGINEERING CONTRACTING BUSINESS

(Continued)

During the year, the Group continued to maintain a good
relationship with its major subcontractors. With the Group’s
professional management team and its application of prudent
project measures, projects were completed on schedule. During
the year, the Group did not
experienced any progress delay or
default in contracts, nor did it incur
any penalties in connection with
delay in completion or handover of

project.

As at 31st March, 2001, the balance
of retention money held by main-
contractors dropped by about 13% to
approximately HK$14,868,000.
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Current Contracts BEEHN
For the financial year ended 31st March, 2001, most of the electrical BE_TZ2—F=-A=+—HULTHKF
engineering contracting revenue came from the following projects:— & ' ABMERIREHNZW=ETIZRE T
HIIEE -
Revenue
recognized
during year
ended
31/3/2001
BZE Client/
Contract —EE—HF=H8 Customer
sum =t+—HLEFEE ZE/
Project HA eE okl BRZBA BE
HK$million HK$million
B &% T B&EET
Tseung Kwan O % BB 84.5 59.9 HKHA
Area 74 74& EEe
Phase 4 F4HA
Tin Shui Wai RKE 61.7 29.9 HKHA
Area 102 102[& EEE
Phase 3 £3H
Tin Shui Wai RKE 62.2 37.3 HKHA
Area 102 102[& EEE
Phase 2 28
On Ting Estate 2 T §F 26.4 19.4 HKHA
FZEe
TSZ Oi Estate peysusois 91.5 12.0 HKHA
Phase 4 = e
PSPS Tseung Kwan O % BB 65AR 70.0 43.3 Private
Area 65A A2 ZFTE FLA
Ma On Shan Area BRIl 42.3 11.1 HKHA
77 Phase 1 771@ % 1H] FZEe
Ma On Shan Area BRI 52.1 16.2 HKHA
77 Phase 3 7718@ % 3H) EEE
Tung Chung Area 30 FOR30[E % 1H 60.2 35.6 HKHA

Phase 1

BEEe
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Tendering BE

During the year, the Group was affected by the market effect of the ~ BFRFANRETE - AERDEEA

government’s revised plans to reduce the construction of public B ' "EERLZEFE - ARDIEE#
housing. The Group faced tough competition in tendering HHIHRIE - )
for public sector projects as reduced number of tenders in REBERER

%15 B R E A
RzHmE - M
% 2 RIZER
MIaRm T o

the markets. During the year, the Group also saw a gradual
reduction in tendering prices in the market.

BEMRDFH -
AEBEREE
RIEBRDENEEERE - A&H
remains to be the Group’s stance that it would not FFE—EYS  TSRFERNAE
tender for projects at prices or on terms that would IR EREERENR AR °
not be profitable or otherwise not in the best interest of the Group.

Despite the unfavourable market conditions, the
Group continued to maintain a prudent approach
to tender for electrical engineering projects. It

From 1st April, 2000 until the date of this report,
the tender successful rate in respect of tenders ] ZKE@&%$M/TE
i H S AR RALETER 2
direct contract for public and private projects was . = : INERIE - RELTISHAE 2

low, reflecting the contraction in the market.

lodged with domestic/nominated sub-contract or
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Despite unfavourable condition in the market, Yew Sang Hong

Limited (“YSH”) has been awarded the following new electrical

installation, rewiring and maintenance contracts since 1st April, 2000

and up to the date of this report:—

HERN

HATIH TR - BRETAERAR (BE
TR -_ZETTFMA-BEARERH
BLEMESTIERRE ENHRESR
REBETIRZHEH

Approximate

Project contract
Role of implementation period value
YSH BRHTH BRENE Client/
Project Description BET from to  HKSmillion employer
HE R BB H ES EEET BF/RBX
(Note 3) (Note 2) (Note 1)
(Hizt3) (Hfzt2) (Hizt1)
Redevelopment of Electrical N Mar 2001 Jun 2003 25.8 HKHA
Kwai Chung Estate Installation “TT-F=f Z—TT=FKA FZe
Phase 7 ERLE
ERUERIREH
Lei Cheng Uk Estate Electrical D Mar 2001 Feb 2002 10.7 HKHA
(Chung Hou, Yan Oi, Rewiring & “TT-F=f Z—TT-F_H FZe
Shun Yee & Wo Ping) Reinforcement
ZYEY BHBRES
(8% CE RERNT)  RMEED
PSPS at TL28 Electrical, S Dec 2000 May 2003 80.0 Chun Wo
Area lll Ventilation & “2TTET-R ZTT=41A E&M
Tin Shui Wai Air Conditioning Engineering
AKENE B 5285 ER - BERZEH Ltd
A2 EEHE
Term Maintenance Electrical D Apr 2001 Mar 2004 50.0 HKHA
Contract Installation “TT-FENR —ZTEWF=A FZe
(Region North 1) ERLE
2001/2004
THEESH(L—R)
2001/2004
Tai Yuen Estate Electrical & D Jul 2001 June 2004 2.0 HKHA
Maintenance Works CABD/SMATV/ “TT-FLf Z—ZTEMEFRA FZe
ATBHEETR CCTV Installation
ERRCABD/
SMATV/CCTVR
Mei Lam Estate Rewiring of D Aug 2001 Nov 2002 16.2 HKHA
EMB Electrical & “TT-FN\f ZZTZF+-A FZe
Installation
ENARER
Sub-total Pt 184.7
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New Contracts (Continued) HEH (EB)

Other new projects, which have been successfully tendered and H 2RI EEFEUAMZHIER

subject to notification, are listed as follows:— mr
Approximate
Project contract
Role of implementation period value
YSH BRUTH BRANE Client/
Project Description BEST from to  HK$million employer
BB R A8 i S EEET  BF/RBX
(Note 3) (Note 2) (Note 1)
(Hat3) (Hiat2) (Ht1)
Tung Chung Area 31 Electrical & Room N NA NA 59.5 HKHA
Phase 3 Cooler Installation TEA TR FZe
RENRE3H ERRENL AR
Lower Wong Tai Electrical Maintenance D NA NA 2.0 HKHA
Sin (1) Estate ERERE TE R TER ZE3

BAMT (=)

Cheung Shan Estate Electrical Maintenance D NA NA 2.0 HKHA
eI TREE TER TEH FZe
Sub-total N 63.5

Total st 2482

Notes: Bt

1. The contract value refers to the contract sum payable to YSH under i BHERREBS BN TRETZA
the relevant contract as adjusted by variation orders. HWef (RERTEBRMBE) °

2. The commencement date of the project implementation period of a 2. HEZARBH UEEZHEEZER
project is stated by reference to the date on which the letter of intent EHEHmE - MR IEBBRAAZER 2
in respect of such project was signed and the completion date of such [REBH AR B BimE -
period is stated by reference to the expiry of the “defect liability period”
in respect of such project.

3. D  means that YSH was engaged as a direct contractor by the client; 3. D RTEBETEEFPERRERER

R
N means that YSH was engaged as a nominated sub-contractor, N RABETEEREESBEN -
being a sub-contractor nominated by the client for engagement EFREBEAEREEZD
by the main contractor; B
S means that YSH was engaged as a domestic sub-contractor, S RNBEITERE BAILIETE 7

Zal=)
being a sub-contractor engaged by the main contractor. 7 B AEEERZ B



YEW SANG HONG (HOLDINGS) LIMITED
MAAT (K E) A R4

MANAGEMENT DISCUSSION AND ANALYSIS | I}

B HEE S W R D M

New Contracts (Continued)

Owing to the market conditions, the margin of these new projects
would be less favourable when compared to projects undertaken by
the Group in the previous year. According to the Group’s existing
accounting policy, no profit would be recognised unless the certified
value of work completed exceeds 25% of the value of completion.
Therefore, the directors do not expect any significant contribution
from these new projects for the next six-month period ended 30th
September, 2001, despite the fact that works have already

commenced for some of the new projects.

ELECTRICAL EQUIPMENT AND COMPONENT TRADING
BUSINESS

During the year, the trading division of the Group continued its
growth largely benefiting the Group with an enhanced trading
turnover of HK$79,594,000, or an increase of about 49% from last
year’s figure of HK$53,401,000. During the year, the trading division
obtained the agency or distributorship rights for a number of new
products and these new products largely contributed to the fast

growth of the Group’s trading business.

The increased turnover was also attributable to the favourable pricing
of one component product. As a result of the Group’s marketing
efforts and its connection in the industry, the Group’s customers
have become more familiar with the products being offered by the
Group’s trading division. When compared with the previous year,
figures reflected an increase in the average ordering volume per
invoice of some of the Group's trading customers.

While the Group continued to develop sales among its existing
customers, there was also an increase in the number of new trading
clients during the year. However, the Group did not make any
significant progress in the market in Mainland China during the year.
The Group had not yet commenced any sales in Mainland China.

HEH (B)

ERMIHRE - HRAKE L FEARZ
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METEARK - it - @EFNFHEED
MuET  EEFRENBE_TT—F
NA=ZTBILEREAA - ZFHMRBELN
ERAEEGERENER

ERREREHER XK

AEBEEZBINFANEERR - F45E
B 5 R A 53,401,000 AR
EFF49%ZE79,594,0008 T ° BHEBR
FARFETHER RIS HE © Z
EMEMEAREEE 53R 2 RFRERE
HEKER -

EERBIRIMNTENES —BRFEMRE
BEREEMK - BEAKEEM SRS
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ELECTRICAL EQUIPMENT AND COMPONENT TRADING
BUSINESS (Continued)

During the year, the Group’s trading business continued its low
inventory policy. The Group’s inventory was fast moving. The Group’s
policy was to ensure that most of the materials were delivered
immediately to customers once suppliers shipped them to the Group;
or alternatively, they were sent directly to the Group’s customers.
The Group’s trading division does not normally request delivery of
materials purchases unless and until such materials are required by
the Group’s customers or its projects. As a result, the inventory
turnover rate was 37 days for the year ended 31st March, 2001 (2000:
55 days), an improvement of about 18 days.

Brongham Park Limited (“BPL”)

BPL principally engages in the trading of electrical generator sets
and it became the Group’s wholly owned subsidiary on 22nd
December, 2000 pursuant to a group reorganisation scheme in
preparation for the listing of the Company’s share on the Stock
Exchange. BPL has obtained the distributorship rights to market and
distribute the VibroPower brand generator sets from Singapore since
1998. During the year, the business of BPL continued to growth and
its turnover grew by 58% to HK$47,752,000 (2000: HK$30,237,000),
contributing to the Group gross profit of approximately
HK$9,196,000, or 102% increase from last year’s HK$4,550,000.
There also saw some increase in the average profit margin of
generator sets during the year, which reflected the booming market

conditions and favourable pricing two years ago.

ERREREHESR XL (&)

RAREE - NEBE 2B FEBHEEBTRIUE
FEBX  FEZREXRER AEEZ
BEABREHEINASENEDE
& - AR RO MEEETES » 3k
R EENETER - RIEAEEUE
BEPFIESAEEIEEBAREFEE - B
REEBSHPIE—MREATLETEEK
HIERHEYE o BREATT EABUR - B
E-_TT—F=-A=+—HUIFEZFE
BERAI7H(ZZETFE : 55H) 0 /)
L18H o

BEREARLFA((FEHE])

AERETENEREWEERS  REH
ARABRMARERFA LT - RZTTTF
T At BETEEEAEKALTE
Ez2EMBAR - BEKEISITINGE
VibroPowerf i35 B 40 7 7 $5%E - Al A
—NNNFRRIEER D SHZEmM ° B ER
BEBRFNEBENGER - &35
IN58%%E 47,752,000/ T (ZEEZTF
30,237,000 7T) + (hANEEEF B EF
4,550,00078 JC3E A1102% 29,196,000/
TT o BB 2 TIE R TP E A TRES
"L REEMFRITIZEE 21550 R E
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Yew Sang Hong Trading Limited (“YSHT”)

YSHT was set up in April 1998
and has experienced
significant growing since
then. During the year, revenue
generated from sales of
electrical products and
components amounted
to approximately
HK$31,842,000 (2000:
HK$23,164,000), a
substantial increase of about
38% from last year. The high
growth rate was attributable to
major electrical projects being
undertaken by some of the
Group’s major customers
during the year. The enlarged
customer base and the
addition of new product
agency rights with higher
margin also helped to boost
sales. Favourable margin was
also one of the main factors
for YSHT to have an enhanced overall trading margin at about 32%
for the year; whilst last year was only around 11%.

During the year, the Group’s electrical engineering contracting
business continued to realize the benefits of vertical integration
derived from its trading business as the continued addition of new
agency and distributorship rights of the latter enabled the Group to
source an extensive range of materials at competitive prices for the
former.

RBETESERLT (BETES]

BETEZN —N
ANFEM AL
B It % 1% 1 R 1
Ko RAEE - K
B E R Em R
HE 2 Wam K E
31,842,000 7T
(=2T®F:
23,164,000/ 7T)
REFANBERL
38% ° EEMSE
RNER - DEHRA
SEETEERF
RENETAREE
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= A E R
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The following is a breakdown of the turnover attributable to the
Group’s trading business by principal product brands for the year
ended 31st March, 2001 (with comparative figures for the year ended
31st March, 2000):—

% of total trading

turnover
hREEER DL

2001 2000
Brand fn hE —E2E—F —ITTITF
Benedikt & Jager Benedikt & Jager 0.8% 0.9%
Haani Haani 13.6% 15.1%
Schrack Schrack 15.1% 0.4%
Togami Togami 2.0% 3.2%
TOYO-Branch TOYO-Branch 0.4% 0.1%
Vinidex Vinidex 0.5% 0.3%
VibroPower VibroPower 59.3% 56.6%
Others HAb 8.3% 23.4%
Total @t 100.0% 100.0%
Trading business & M2 FE(L
Turnover by BEZEK
Brand distribution % % %E Lt I

-
—
2000
2001 i
—EE—F

Benedikt & Jager
Haani

Schrack

Togami

TOYO-Branch
Vinidex
VibroPower
Others E A
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FINANCIAL REVIEW & ANALYSIS
Indebtedness and Liquidity

The Group continued with its prudent strategies to manage its current
assets and liabilities, accounts receivables and accounts payables
and to balance the inflow of funds against its outflow, with stand-by
bank overdraft and banking facilities to fill any temporary shortfall.
During the year, the creditors turnover period was 31 days (2000:
27 days); whilst the debtors turnover period was 54 days (2000: 62
days).

As at 31st March, 2001, the Group had a strong balance sheet
position, with bank borrowings of only HK$7,416,000 and the
gearing ratio was 6% (2000: 11%). The drop in the ratio is partly
attributable to the enhanced operating results of the Group for the
year. The Group’s repayment of bank loans about HK$10,164,000
(net) during the year also contributed to the improvement in the
Group'’s gearing at the end of the year.

During the year, the interest covering ratio, which is the ratio between
the earnings before interests and the amount of bank loan interest,
was about 45 times. As at 31st March, 2001, the Group’s aggregate
cash and fixed deposits amounted to HK$67,000,000 (2000:
HK$25,000). The available banking facilities in aggregate were
approximately HK$184,000,000 (2000: HK$190,000,000) whilst the
utilized and unused banking facilities amounted to about
HK$13,000,000 (2000: HK$78,000,000) and HK$171,000,000
(2000: HK$112,000,000) respectively. As at 31 March 2001, the
Group had internal available funding of approximately
HK$185,000,000 (2000: HK$119,000,000), net of fixed deposits
HK$53,000,000 (2000: HK$17,000,000) that are subject to lien with

financial institutions.

Bt 35 [ B % 93 A
BEERADES

AEEEERNBEREEEREEER
BfE - BREZREMER  LFHAEH
RITEX RIBITEEFERARR T 2E
® o NAFE - BEAZEKRAA3TH(Z
TTTF :270) - MEBALKRSAR A
54B (ZFTTF : 62H) °

M-ZET—F=fF=+—H A£EZE
EBEBRIEERE  ROEEEAR
7,416,000 7T * MAEEELLEBIA6%
(ZZTZTTF  11%) - AEELAFELE
REELH  HEBEELREXEBUTRZER
Hz— o o) AEBRFEREERITE
FX4910,164,00075 7T CFRE) + NG BRI
FHEAZBBEELE -

RAREE - F EwE R (BER B Al 2 A 82
RITERF 2 Z ) £ /45E - NEH
RZEE—F=A=+—HAzHcRkEH
TF R AEFE67,000,0008 T (ZETT
¢ 25,000,000 7T) © A B ARITEE

55 £ #9184,000,000/8 7T (T T4E ¢
190,000,000,575) MEBRARREBA L
RITEE TS 5144513,000,0007%5 7T
(ZZ=ZZT4HF :78,000,00087m) &
171,000,000 T (ZEEZF :
112,000,000/7T) - RZET—F=HA=
+—R8 BRERTHEEE 2 EHFR
53,000,000 T (ZFEFTF :
17,000,000/ 7T) 4 - RE B A 7] 8)
NEBE £ #7185,000,000 BT (ZEZEE
4 : 119,000,000/ 7T) °
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Indebtedness and Liquidity (Continued)

As at 31st March, 2001, the Group’s current ratio was about 2.7
times (2000: 1.2 times) and the quick ratio was approximately 1.4
times (2000: 0.3 times), reflecting the Group’s enhanced financial
position as a result of its favourable operating results and sound

financial management.

With shareholders’ funds of HK$80,657,000 as at 31st March, 2001
and the current year profit attributable to shareholders of
HK$47,195,000, the Group's return on equity is 59% for the current
year (2000: 79%.)

On 3rd May, 2001, the Company raised net proceeds of
approximately HK$25,000,000 through the placing of 20,000,000
new shares and the public offer of 10,000,000 new shares (“Share
Issue”). The increase in the Company’s equity capital through the
Share Issue has further strengthened the Group’s financial position
and lowered its gearing ratio.

Use of Proceeds

As at the date of this report, the Group has so far utilized a total of
approximately less than HK$40,000 from the net proceeds of the
Share Issue mainly towards the expansion of its trading business
and development in the Mainland China. The remaining proceeds
are now placed on short term deposits with banks.

In pursuance of the use of proceeds as stated in the Company’s
Prospectus dated 11th April, 2001, the Group is committed to
applying its application against its future plans.

EERADES (&)

R-ZBT—F=A=+—H KEBZAK
B ERYR2.766 (CEEEF  1.268) -
MRELL KAL) B1.4F (ST F
0.31%) ' BRASBLEEE ML R
EREBECER -

RIZEE—F=A=+—HzZRRES A
80,657,000 7T + MANFE 2 IR FE(L R
FIBI 47,195,000/ 70 + FEtANFEARE
BZRAEREAE9% (ZTTTF
79%) °

EHEEHZ%E  ARER_EE—FAHA
= HiEBAEE20,000,000/% 1A% & A B2
10,000,000 7 % ([B£1TAR (0 1) M ELS
#925,000,0007% 7T 2 3 Wz o BEITRRD
% ANARPRAIGI - E— IR A EE
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Foreign currency exposures

Most of YSHT and BPL sourced its products from overseas
manufacturers and suppliers in Europe, Japan, Singapore, etc. with
settlement in foreign currencies. During the year, approximately
35%, 7%, 12%, 1% and 2% of the Group’s purchase of equipment
and components for its trading business were settled by US Dollars,
Euro Dollars, Pound Sterling, Japanese Yen and Singapore Dollars
respectively. The rest was paid in Hong Kong Dollars. The Group’s
exposure to foreign currency (other than US Dollars) fluctuation was
about 22% of the value of the Group’s trading business purchases.

With such exposure, the Group adopted hedging policies to mitigate
risks associated with by entering into some forward exchange
contract arrangements with financial institutions. During the year
ended 31st March, 2001, the practice of the Group usually entered
into forward foreign exchange contracts once the purchase order
was placed with the overseas suppliers. However, as the payment
date for each purchase order and the actual amount of the purchase
price being invoiced by the supplier change in accordance with the
works progress for which the electrical equipment and materials
had been purchased, the forward foreign exchange contracts entered
into by the Group might not always enable the Group to hedge
successfully against the foreign exchange risk. To enhance the
effectiveness of hedging, the directors only enter into forward foreign
exchange contracts in relation to any purchase order placed with a

supplier only when the invoice has been issued by such supplier.

As at 31st March, 2001, the Group’s total value of outstanding
forward exchange contracts on hand were approximately
HK$3,436,000 (2000: HK$12,700,000), ensuing a net unrealised
forward exchange gain of about HK$11,000 (2000: Loss of
approximately HK$716,000).

SME RLBR

BETE S R AEREIRAREN - B
AN AN S fb 2 N B R K A E e R
BABNER  WAINEHEE - RAF
B - REEFE 55750 B & KB
AZETT ~ BT ~ 88 - BERITINE T
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BAOMAEEE S EBEEB222% °
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REMNES K o AT - BN EMEES 2
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REHMNES QW — EREBEANEE I
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INEE A o
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Operating charges

The Group employed tight measures to control operating charges.
During the year ended on 31st March, 2001, general operating
expenses of the Group amounted to HK$26,136,000, reduced by
9% from last year’s HK$28,786,000, in line with the reduced turnover
for the current year. As a result of the Group’s main focus in the
public sector and its aggregate of prudent credit control policy, the
current year’s appregate amount of provision for bad debt and its
written off were reduced to HK$1,656,000 from last year’s
HK$3,229,000. This is one of the main reasons for the drop in general
administration expenses this year. The bad debt ratio therefore was
approximately 0.47% for the current year (2000: 0.70%). Given its
prudent credit management, the Group had continued to maintain
the bad debt level within less than 1 % of its combined turnover
since the financial year ended 31 March 1998. The directors believe
that such bad debt level is generally low in the industry.

During the year, the Group experienced some increase in staff costs
and allowances (including directors); such increase were more than
offset by the drop in rental, bank charge, distribution expenses, etc.
This reflected the Group’s continuing commitments in strenghtening
manpower and restraining excess overhead expenses.

The current year saw no item such as loss on revaluation of property,
HK$3,344,000, which was charged as other operating expenses last
year. This was another reason for the drop in general expenses of

this year, when compared to last year.
Financial charges

During the year, there was no significant change in the amount of
the Group’s interest-bearing bank loans. The finance charges, which
comprised mostly bank loan interests, were about HK$1,296,000
for the current year, dropping slightly by about 3% from last year’s
figure of HK$1,333,000. The reduction is partly attributable to the
reductions in market interest rates since the 1st quarter of 2001 and
partly to a reduced utilization of the banking facilities available to

the Group as a result of improvement in cashflow.
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NON-CORE ACTIVITIES
Securities Investment

By 31st December, 2000, the Group had disposed all of its
investments in securities, which comprised equity-linked notes and
equity securities listed in Hong Kong and overseas. They were bought
and sold mainly for generating additional working capital for the
Group. During the period from 1st April, 2000 to 31st December,
2000 (the nine-month period), total cash outflow in relation to
purchase of securities was approximately HK$46,809,000, which
was about 13% of the turnover of the Group’s core business. Proceeds
from disposal of such securities was approximately HK$86,846,000
for the nine-month period, which was approximately 25% of the
turnover of the Group’s core business. The Group incurred a realized
loss of approximately HK$330,000 for the nine-month period and
there was no securities investments outstanding as at 31st March,
2001.

After listing of the Company’s Shares on the Stock Exchange, the
Group has discontinued engaging in security investing activities.
Forward foreign exchange contracts

Please refer to the previous section with heading “Foreign currency

exposure” on page 37.
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PROSPECTS
OUTLOOK FOR THE ECONOMY

The Financial Secretary warned on 5th July, 2001 that economic
growth could continue declining in the short term because of poor
performances in the United States and European economies. In the
first economic report of Hong Kong for 2001, figures show that the
growth rate of the Hong Kong economy is slowing and the forecasted
growth rate for 2001 has been lowered from 4% to 3%. In addition,
the Hong Kong economy is largely driven and influenced to a large
extent by the performance of the Western economies, the United
States economy in particular. Their slowdown of those economies
would have an unfavourable effect on Hong Kong. Interest rates
continue to drop and further cuts are anticipated towards the second
half of 2001. The low rates only reflect the downturn of the economic
cycle, indicating that the Hong Kong economy is still weak, and is
subject to other uncertain factors. The prolonged high unemployment
rates with latest figure at 4.6% from government source reported in
July 2001 and the effect on shifting consumer spending into Mainland
China in recent years have continued weakening the economy. With
uncertainties in Government housing policies, activities in the
property markets in Hong Kong have remained subdued.

On the positive side, China’s imminent entry into the World Trade
Organization (“WTO”) would present a wide range of opportunities

for Hong Kong’s trade and service companies.

The Hong Kong Government is optimistic about mid to long-term
prospects based on continued growth in Mainland China and its
anticipated entry into WTO. Further, the Government’s commitment
to maintain Hong Kong as the leading financial and trading centre
for the Mainland and Beijing’s recent clear-cut victory to host the
2008 Olympic Games are all favourable factors which would present
new business opportunities for Hong Kong.

The Group believes that our future business growth and development
will be influenced by the Government'’s positive role in building a
‘new’ Hong Kong and the continued thriving of the Mainland

economy.
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OUTLOOK FOR THE INDUSTRY

The total value of contracts completed in the constructions industry
in Hong Kong has been dropping since 1998, indicating that the
constructions industry in Hong Kong has passed its cyclical peak.
Other government source shows that the output in the construction
sector fell 3.6% in 2000 to HK$122 billion. This figure is the lowest
since 1996. The number of construction projects awarded by the
Hong Kong Government has also been falling in recent years. In its
recent revised budgets, the HKHA has also cut down the number of
projects available for tender in line with its plans to reduce the
construction of public housing in the coming years. The Group is of
the view that the “sub-sub-contracting” mode of operation together
with the “winner by the lowest-bid” tendering tradition in the industry
would continue to erode the gross margin of electrical engineering
projects. It is anticipated that market conditions for the electrical
engineering industry in Hong Kong would remain difficult for the

coming year.
OUTLOOK FOR THE GROUP
Electrical Engineering Contracting Business

As mentioned in the previous sections in this Report, the Group was
awarded a number of new electrical engineering projects with an
aggregate contract value of approximately HK$248,200,000 during
the period from 1st April, 2000 to the date of this Report. Because
of contraction in construction industry, the Group expects that it
would be difficult to bid for more projects in the public sector in the
coming year. Works have already commenced for some of the new
projects. The directors expect that the turnover of the Group’s
electrical engineering contracting business would be contributed
mainly from these new projects, especially in the second half of the
year ended 31st March, 2002. It is also anticipated that due to
unfavourable market conditions, the Group’s turnover from its
electrical engineering business will further drop for the next six-

month period as well as for the year ending 31st March, 2002.

In order to reduce its financial exposure on its electrical engineering,
the Group has implemented new risk measures on material control.
New terms would be introduced into the contracts that the Group
enters into with its sub-contractors regarding material control and
consumption. Measures would also be introduced to minimize
excess material purchase.
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Electrical Engineering Contracting Business (Continued)

To expand its business opportunities, the Group is preparing plans
to tender for electrical engineering projects in the private sectors. It
is the Group’s long term strategy to shift the focus of its electrical
engineering business more from public to private sector projects.
With its extensive experiences in public sector projects, the directors
believe that the Group is well positioned to develop its market share

in the private sectors in future.
Trading business

The directors believe that with China’s entry into WTO and the
continued growth of the Mainland’s economy, more business
opportunities will be offered in the infrastruture and building
construction industry in China. In this regard, the Group has set up
a new office in Southern Province to establish its presence and to
develop its business connections there. In addition, the Group plans
to establish a sales agency or distribution network with import and
export logistics in China in the medium term. It is expected that the
Group's operations in China would not have any contribution to the
Group’s business in the first two years as it takes time for such agency
or distribution network to become fully functional and productive.

While the Group is taking steps to place its presence in China, it
has also continued developing its trading business in Hong Kong by
entering into two new agency agreements with new electrical
equipment suppliers in Italy in July 2001. Pursuant to these new
agencies, new power cables of various types and lighting fittings

will be added to the Group’s product lists.

The Group also plans to enlarge its sales force to take advantage of
expanding opportunities in its electrical equipment trading business.
Additional manpower has been added or will further be added in

both the generator set and the component sub-division.

The Group expects that, despite unfavourable market conditions,
the Group’s trading business will experience further growth in
turnover in the coming year; although margin may be reduced to a
certain extent because of increased competition.
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Environmental Engineering Business

In recent years, environmental conservation and prevention of
pollution has become worldwide issues and has received growing
public and governmental concern in Hong Kong. In September 1998,
HKHA approved the adoption of the Automated Refuse Collection
System (“ARCS”) as a standard facility for future public housing
estates and Home Ownership Scheme housing. All future public
housing estates would be equipped with ARCS.

Recently, the Group entered into a distributorship agreement with
an overseas engineering company in the provision of supply and
installation of ARCS, which is a refuse disposal system that transports
refuse by air current through chutes and underground pipes linking
individual buildings with a centralised treatment plant where the
refuse is compacted and disposed of. The exhaust air generated when
the refuse is transported through the chutes and pipes is first filtered
through dust and carbon filters before discharge.

The Group has already applied for HKHA's approval as a supplier of
ARCS. While the Group’s application is being reviewed by HKHA.
The Group has started preparations for the marketing of ARCS. It is
expected that HKHA will notify the Group of the result of its
application, and the Group would be in a position to tender for

projects for the supply of ARCS.
Electrical Maintenance Business

The Group has been active in developing its electrical maintenance
business in the light of the Hong Kong Government’s commitment
to tighten fire-safety measures in old and aged buildings by
legislation. In June 2001, the Group set up a new subsidiary known
as Yew Sang Hong Building Services (Maintenance) Company Limited
(“YSHBSM”), which will principally engage in the provision of
electrical services and maintenance business for old and aged
buildings. The Group’s promotion plans which including tenders and
quotations delivered to property management companies as well as
private housing estates are being actively implemented. It is expected
that the expenditure in maintenance business would not be large in
the first year of its operations. The directors expect that the
maintenance business may begin to contribute to the Group's
turnover towards the second half of the financial year ending 31st
March, 2002.
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Conclusion

In spite of unfavourable market and economic conditions, the Group
is optimistic that it would be able to maintain its growth through
continued diversification into electrical maintenance and
environmental engineering businesses. The gradual maturity of the
Group's trading business is also a major factor in offsetting the
negative markets factors that are unfavourable to its electrical
engineering business. It would be the Group’s interim and long term

momentum for growth.
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