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LIQUIDITY AND FINANCIAL RESOURCES

Financial resources

The Group generally finances its operations with internally generated cashf low
and bank borrowings for its capital expenditures and other capital requirements.

As  a t  31s t  December, 2001 , the  cash  and  cash  equ iva len t s  ba l ance  o f
HK$63,361,000 included HK$35,974,000 which was denominated in Hong Kong
dollars and HK$27,387,000 which was denominated in Renminbi.

With respect to foreign exchange exposure, as  the Group’s earnings and
borrowings are primarily denominated in Renminbi, it has no significant exposure
to foreign exchange rate f luctuations. During the period under review, the Group
had not used any financial instruments for hedging purposes.

Borrowings and banking facilities

As at 31st December, 2001, the Group had aggregare short-term bank facilities of
approximately HK$2,728,000 which was denominated in Renminbi and the entire
amount was utilised and secured by pledged bank deposits of the Group of the
same amount.

The Group managed a low level of debt balance as evidenced by the low gearing
ratio of 0.013, based on the total borrowings to the shareholders’ equity as at 31st
December, 2001.

Commitments

As at 31st December, 2001, the Group had outstanding contracted capital
commitments of approximately HK$4,715,000 in respect of acquisition of fixed
assets, as well as operating lease commitments of approximately HK$1,978,000.

Contingent liabilities

As at 31st December, 2001, the Group had no material contingent liabilities.
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Net current assets

As at 31st December, 2001, the Group had net current assets of approximately
HK$102.2  mi l l ion . Cur rent  asse t s  compr i sed  p ledged bank depos i t s  o f
approximately HK$2.7 million, other cash and bank deposits of approximately
HK$63.4 million, inventories of approximately HK$5.4 million, prepayments,
deposits and other current assets of approximately HK$19.4 million, advances  of
approximately 11.3 million and accounts receivable of approximately HK$14.5
million. Current liabilities comprised short-term bank borrowings of approximately
HK$2.7 million, accounts payable of approximately HK$0.5 million, accruals and
other payables of  approximately HK$7.4 mil l ion and taxat ion payable of
approximately HK$3.9 million.

Remuneration Policies and Share Option Scheme

The Group incurred total salaries and other remunerations of approximately
HK$3,203,000 with a total number of about 300 staff during the six months ended
31st December, 2001.

Remuneration packages comprised salary, mandatory provident fund and year-
ended bonus based on individual merits. A share option scheme was adopted by
the Company, pursuant to which the directors may offer to any eligible employees
(including executive directors) of the Company and any of its subsidiaries options
to subscribe for shares in the Company in accordance with the terms of the share
option scheme. However, no options were granted, exercised or outstanding during
the six months ended 31st December, 2001.


