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Financial Review

The Group’s financial situation has steadily improved
as compared to last year. The Group’s cash and bank
balances as at 31 December 2001 amounted to
HK$48,433,000 (31 December 2000: HK$25,622,000).
The Group’s total borrowings amounted to
HK$81,612,000 (31 December 2000: HK$88,056,000),
of which HK$54,438,000 was repayable within 1
year and HK$6,370,000 was repayable from 1 to 2
years and HK$20,804,000 was repayable from 2 to 5

years.

The percentage of the Group’s borrowings
denominated in HK$ and Vietnamese Dong (“VND”)
were 49 % and 51 % respectively. The proportion of
borrowings in VND increased mainly due to the
Group’s strategy in hedging the exchange risk of
VND and a reduction of HK$ and US$ debts of the
Group. Of the total borrowings, about 51 % were at
fixed interest rates. Most of the cash and cash

equivalents held by the Group were in HK$ or USS.

The gearing ratio, expressed as the percentage of
long-term debt to equity, was 3.2 % as at 31
December 2001(31 December 2000: 3.2%). The
gearing ratio of the Group has been kept in a low

level.

Significant investments held

As at 31 December 2001, the Group still held
approximately 40,400,000 shares of TCL
International Holdings Ltd. representing a value of

approximately HK$52,520,000.
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Material acquisitions and disposals

Apart from the disposal of shares in Huafa and the
acquisition of the remaining 25% holding of the
STC as mentioned in the section of “Business
Review and Prospects”, there was no other material
acquisition or disposal in the course of the financial

year.

Employees and Remuneration Policy

As at 31 December 2001, the Group had
approximately 750 employees. Most of them were
in Vietnam. The total staff cost (excluding directors
remuneration) was approximately HK$12,342,000
for the year ended 31 December 2001 (31 December
2000: HK$12,190,000). A new share options scheme
has been adopted by the Company to replace the
old share options scheme on 4 April 2001 following
the re-domicile of the Group. Those employees who
had outstanding share options pursuant to the old
scheme were granted the same amount of options
under the new scheme. Apart from that, there was

no significant change in the Group’s remuneration

policy.

Details of future plan for material

investments

The Group planned to expand the production
capacity of the cement plant to 800,000 tonnes per
annum. It is expected that the full transformation
of the existing production lines will be completed
in 2003. The expected investment amount is about
HK$23,400,000 and shall be financed by local
Vietnamese banks’ borrowings. Besides, the Group

has acquired 10% shareholding in Vigconic

KO R B

B S [ i b e B2 TN Pl 2 S R LA o A
WL R 5 2590 P B B B vh oL 2 FEIRRE SN > AR I
JE L At FE R U St

D EL % 567 1 8 5

BoEE-F A= —H > REMAEEEEE
#1750 N > KBGO AL B o AR > A B T2
(NELIEHEFHM 4 412,342,000 T (I ~EEE
A H =4 —H 112,190,000 7T) K E AL H
2B ANFR ZRER AN H RN T — 5
T RR AR R B U A 2 R R RE R # o R
AR R RE T B AT R R AT 2 SR IR R
A BT AR I RE S ) v ) 45 B 2 BRI RE - BR Ut
2N s AR E 2 3 I BRI 4 B R s L o

AR K K B ¥ B 2

A% AR 8 ) FH E I e K R M2 A R A A 4 800,000
WE o HETEBUA AR AR 2 WA M A B AR
B o MBE R TE T 55 23,400,000 56 o NF DLBCRG E
HhERATRVE (6 o BRILZ4h > AL E R ZFE
AR A = B T R g RS B KRR 2 — ]
AR s Fl—HERE T (1Y) A BRZA B 2 10% B HE
AL /528,610,250 7T > 3 DA AS B2 5 7 36 R
5t o AR WP T E T JBS I v 1S R A [ IRE IS b e S B

4

ANNUAL REPORT 2001 #F



BEEKEXKH) BRAF

Management Discussion And Analysis (Contd) Year ended 31 December 2001
B &g () wmEs o EmE ot S A

International Co., Ltd., a biotechnology company
in which Mr. Luk King Tin is the major shareholder
on 3rd January 2002. The total consideration was
HK$28,610,250 and was financed by internal
resources of the Group. The biotechnology industry
is a high growth, but also high-risk business at the
same time. The investment was seen as a venture
capital nature and would be speculative. By investing
a small percentage of shareholders’ funds in the
“new economies”, the business portfolio of the
Group can be more diversified. Furthermore, the
Group is also looking for some investments with
more stable income, such as investments in premium
property located in metropolis with potential growth,

so as to maximise the shareholders’ return.

Details of charges

As at 31 December 2001, the Group pledged certain
investment properties in Hong Kong with a total
value of HK$63,930,000 and certain fixed assets at a
net book value of HK$226,667,000 and certain
floors of the Group’s investment property situated
in Vietnam (the carrying value of the whole block
of property being HK$312,000,000) to secure banking

facilities.

Exposure to fluctuations in exchange rates
and related hedges

The Group has exposed to the risk of exchange
rate’s fluctuation in Vietnamese Dong for its
investments in Vietnam. The Vietnamese Dong to
US$ had a 3.9% devaluation as at 31 December
2001 when compared to that of the previous year,
resulting in a foreign exchange loss of HK$10,652,000

and an exchange difference on translation of the
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financial statements of foreign subsidiaries of
HK$3,529,000. As VND is a restricted currency and
thus hedging instruments are in lack of. In order to
minimize its exposure to the exchange risk, the
cement plant will make use of its surplus cashflow
and VND borrowings in local banks to repay loans
currently denominated in foreign currency, especially
the loan due to the parent company. Besides, most
of the expenses of the cement plant and STC are to
be kept in VND. Of all the leasing contracts of STC,
98% are denominated in USD. The Group will keep
future leasing contracts denominated in USD in
order to minimize its exposure to the devaluation

risk of the VND.

Details of contingent liabilities

As disclosed in the interim report for the six
months ended 2001 of the Group, a contingent
liability of RMB30,000,000 was provided for a claim
from the Proceedings in the court of Wuhan, the
PRC. As a result of the withdrawal by the plaintiff of
the Proceedings in November 2001, the provision
for the contingent liability was no longer necessary.
No provision for contingent liability of the Group

was made as at 31 December 2001.
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