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The investments and others segment reported turnover
and net profit before corporate interest and expenses for
the year ended 31st December, 2001 of HK$107.8
million and HK$27.7 million respectively, representing

decrease of 45.6% and 92.9% over that of last year.

Container Terminal

HIT Investments Limited, in which the Group has 10%
interest, reported steady results. Hong Kong and Yantian
deepwater port operation, which together serve the
Shenzhen and Southern China manufacturing basin,
reported combined throughput growth of 5% and earnings
before interest and tax 2% ahead of last year. In Hong
Kong, Hongkong International Terminals and COSCO-
HIT reported a 7% decline in combined throughput and a
9% decline in earnings before interest and tax as compared
to that of last year. This was more than offset by the growth

in throughput and earnings of Yantian Terminal.

Bank

On 1st November, 2001, the Company entered into a
conditional agreement with Lippo China Resources
Limited for the disposal of the Group’s effective interest
of 35.23% in HCL. Such disposal was completed on
17th January, 2002, and a loss of HK$292.0 million was
recognised in the profit and loss account for the year

ended 31st December, 2001.
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On 26th November, 2001, the Company entered into a
conditional acquisition agreement with China Resources
Holdings to acquire its textile manufacturing (on OEM
basis) and distribution operation. The acquisition, which
was completed on 31st January, 2002, reinforced the
Group’s strategic focus in strengthening its distribution
business and market expansion in the Chinese Mainland.
The textile manufacturing and distribution operation is
one of the largest exporters of textile yarn and fabrics in
the Chinese Mainland to Hong Kong and overseas and
has established an extensive network in the Chinese
Mainland for sourcing and trading of textile products.
The vertical integration of this operation will enhance
synergy with the Company’s garment retailing business

in the Chinese Mainland.
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Capital and Funding

The Group centralizes funding requirements for all its
operations to achieve better treasury operational control
and lower average cost of funds. The Group continues to
finance its operations and capital expenditure principally
by strong recurring cash inflow from operating activities,
equity capital and bank borrowings.

In May 2001, the Group issued US$230,000,000 zero
coupon convertible guaranteed bonds (“convertible
bonds”) due on 31st May, 2006, the proceeds of which
were primarily used for general working capital purposes.

The issuance of the new convertible bonds during the
year enables the Group to extend the maturity profile of its
borrowings. As at 31st December, 2001, total borrowings
of the Group inclusive of the convertible bonds amounted
to HK$7,610.1 million, the maturity profile spread over a
period of five years with HK$2,592.1 million repayable
within 1 year and HK$5,018.0 million principally
repayable within 2 to 5 years. During the year, the Group
continued to maintain most of its borrowings on an
unsecured basis. As at 31st December, 2001, unsecured
debt comprised 93.2% of total borrowings. Calculated
based on the Group’s net borrowings over shareholders’
funds and minority interest, the Group’s net gearing ratio
remained low at approximately 11.34%. The Group will
continue its policy of maintaining a prudent gearing ratio and
its strong financial position, which enables the Group to take
advantage of investment opportunities with confidence.

The majority of the Group’s borrowings are subject
to floating interest rates except for the convertible bonds
that are fixed rates loans.

Substantial portion of its assets and liabilities of the
Group are denominated in Hong Kong dollars, U.S.
dollars and Renminbi. The Group is exposed to foreign
currency exchange risk primarily with respect to its U.S.
dollar dominated borrowings. Currently, the Group
possesses sufficient U.S. dollar deposits to meet U.S.

dollar borrowings.
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Contingent Liabilities
As at 31st December, 2001, the Group has no material

contingent liabilities.

Corporate Governance
The Board of Directors is committed to ensure high standards
of corporate governance in the interest of the shareholders.
Proactive efforts are devoted in the prospective of investor
relations to enhance transparency of corporate information. A
new committee structure has been introduced to strengthen
internal communication, decision making and supervision of
the business units. The Group will continue to take further
steps to safeguard and increase shareholders’ value.
Throughout the year ended 31st December, 2001, the
Company has complied with the Code of Best Practice as
set out in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong, except
that non-executive directors of the Company have no set

term of office but retire from office on rotation basis.

Employees

As at 31st December, 2001, the Group excluding its
associated companies employs approximately 39,000
people. Within which, approximately 33,000 people are
employed in the Chinese Mainland with the remaining
predominantly in Hong Kong. The Group’s employees
are remunerated according to the nature of the job and
market trends with built-in merit components, paid in the
form of bonuses, to reward individual performance. The
Company operates share option schemes for the purpose
of providing incentives to eligible staff. The Group’s old
share option scheme was terminated and replaced by the
adoption of a new share option scheme approved by the
shareholders in the general meeting on 31st January,
2002. Details of the schemes are described in the Annual

Report for the year ended 31st December, 2001.
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Prospects

Against the background of deteriorating economy in Hong
Kong where the majority of the Group’s assets are located, the
financial year under review has been a challenging one.
However, there are signs that the global economy is
recovering and the Chinese Mainland’s economy is
anticipated to maintain its impressive growth. The outlook for
the Group’s businesses in the coming financial year is positive.

China is expected to become the hub for global
investments following its accession to the World Trade
Organisation. The Group will speed up its investments in
the Chinese Mainland. We target to derive half of the
Group’s revenue and profit before taxation from the
Chinese Mainland in five years’ time, comparing with
32% and 13% respectively during the financial year.

Over the coming years, the Directors aim to build the
Group into the largest retailer of consumer goods in the
Chinese Mainland in terms of revenue, profitability,
customer satisfaction as well as management excellence.
Specifically, the Directors intends to achieve a target
retailing turnover in the Chinese Mainland amounting to
RMBS50.0 billion in five years’ time through organic
growth and by acquisition.

To cope with the new challenges, the management
team has also been strengthened. With a unique retail-led
distribution model and a strong financial position, the
Group is well-positioned to capture the upcoming
business opportunities in both the Chinese Mainland as

well as Hong Kong.

Appreciation

On behalf of the Board of Directors, I would like to take
this opportunity to express my sincere thanks to all the
Group’s employees for their continuous support and

dedicated services during the year.

By Order of the Board
NING GAONING Chairman
Hong Kong, 15th April, 2002
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