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Financial Review

Group Liquidity and Financial Resources

At 31 March 2002, the Group held total cash and investment securities in the amount of HK$2,816.5
million (2001: HK$3,573.2 million) whilst total bank borrowings were HK$2,512.5 million {2001
HK$2,027.6 million).

Sale of Siena One in the first quarter of 2002 has contributed significant cash flow to the Group.
During the year, the Group financed its development of Discovery Bay, Tung Chung and overseas

projects by bank loans and internal cash.

Taking advantage of the low inferest rate environment in the past year, the Group has successfully
refinanced a substantial portion of its credit facilities at very competifive rates to meet future business

needs.

With cash, marketable securities and banking facilities on hand, the Group has maintained a strong

liquidity position and has adequate resources to meet ifs capifal requirement.

Treasury Policy

The Group's bank borrowings were principally on floating-rate basis. It has swap facilities and
arrangement in place for conversion to fixed-ate liabilities when appropriate. For prudent financial

management, the Group strictly controlled the use of derivatives for speculative purpose.

Spin-off of HCHL

During the year, a group of companies comprising Hanison Construction Holdings Limited ["HCHL')
and certain subsidiaries, of which the Company is the uliimate holding company, has been spun off fo
be separately listed on the main board of The Stock Exchange of Hong Kong Limited. The spun-off

subsidiaries were engaged in construction related business.

The spin-off of HCHL was completed on 10 January 2002 and is accounted for using the demerger

method of accounting. The fotal value of the dividend represents the aftributable consolidated carying
value of HCHL at 31

policies. Following the distribution, HCHL has become a 49% owned associate of the Company.

December 2001 calculated in accordance with the Group's accounting

Pledge of Assets

At 31 March 2002, the Group had pledged certain properies with carrying value of HK$630.4
million {2001: HK$280.4 million) and investments in securifies with a carrying value of HK$263.7
million (2001: HK$140.0 million) o secure general banking facilities granied fo the Group.

At 31 March 2002, the Group had also pledged bank deposits of HK$44.9 million {2001: nil) fo

secure banking facilities granted to the Group.

The Group’s investment in an associate, Tung Chung Station Development Company Limited ['TCSDCL')
is pledged, and the loan to TCSDCL together with all interest accrued thereon [before provision)
amounting fo approximately HK$2,965.5 million (2001: HK$2,194.0 million) are subordinated fo
banks fo secure the banking facilities granted fo TCSDCL.
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Guarantees given, fo the extent of the
Group's proportionate share, in respect
of banking and other facilities granted to:
- an associate (Note)

- investee companies

Financial Review

In addition, the Group has pledged ifs shares in an invesiee company, Aldemey Invesiments Pie Lid

["Aldemey”), to a bank for a loan facility granted fo the investee company.

HKR Properties Limited, one of the Company’s subsidiaries, has also subordinated an intercompany
debt due from one of its fellow subsidiaries of HK$16.9 million (2001 nil] to secure certain general

banking facilities granted fo that subsidiary.

HKR Asic-Pacific Pre Ltd "HKRAP"), one of the Company’s subsidiaries, has subordinated an infercompany
debt due from one of ifs subsidiaries of HK$120.9 million (2001: HK$117.7 million) to secure
cerain general banking facilifies granted fo that subsidiary. HKRAP also created a charge on shareholder
loan due from Aldemey of HK$149.5 million (2001: nil) by way of first fixed charge in favour of the
other shareholder of Aldemey for the payment and discharge of all of the indebtedness and obligations

owing fo that shareholder pursuant fo the subscription and shareholders agreement.

At 31 March 2001, Hong Kong Resort Company Limited, one of the Company's subsidiaries, had
also subordinated an intercompany debt due from one of its subsidiaries of HK$131.2 million to

secure certain general banking facilities granted fo that subsidiary.

Contingent Liabilities

2002 2001

BEETRL BEETRT
HK$'M HK$'M

1,240.0 1,800.0

720.4 650.7

1.960.4 24507

—
Note: The Group, fogether with other joint venture pariners of TCSDCL (collectively the “Guarantors'|,

has executed a joint and several undertaking in favour of banks providing finance to TCSDCL
amounting to HK$4 billion [2001: HK$6 billion) o procure that TCSDCL or the Guarantors, as
appropriate, will perform and obsewe obligations under the development agreement with MTR
Corporation Limited and fo achieve complefion of the Tung Chung Stafion Development Package

I project.



