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REVIEW OF OPERATIONS

During the reporting period, the Group continued to
operate under a difficult environment because of the
extended downturn in the Hong Kong property market.
Turnover of the Group was HK$478.2 million, a
decrease of 8.3% compared with the same period in
2001 (2001: HK$521.3 million). This decrease was
mainly due to the reduction of contracting works in the
second half of the year as a result of our scaling down
strategy. Gross profit was improved from HK$51.6
million to HK$60.6 million because of the higher margin
from trading activities. However, there were unexpected
disputes between the main contractors and the
developers concerning the final settlement amount.
According to the terms and conditions of the related
nominated sub-contracts, the Group will only get paid
after the main contractors resolve the disputes with the
developers. These disputes, which may take years to
resolve, are beyond the control of the Group.
Accordingly, we have included a cost provision of
HKS$14.7 million (2001: HK$19.3 million) in the cost
of sales and a receivable provision of HK$14.3 million
(2001: Nil) in the operating expenses. If we take out
the effect of the receivable provision, operating expenses
will be effectively reduced by 18.1% from HK$102
million in 2001 to HK$83.5 million in 2002. This was
the result of the Group’s continued effort in enhancing
operational efficiency and reducing overhead. The
Group had also decided to clear all its technology
investments from the balance sheet in 2002. We
successfully disposed of our investment in Wit
Soundview Dawntreader Fund II through the liquidation
of a subsidiary company. We received a cash dividend
of approximately HK$1.2 million in August with a
realised loss of HK$1.5 million. Full provision of
HK$7.8 million had also been set aside into the
revaluation reserve for our investment in China
Interactive Media Group in 2001. To reflect what the
management now consider to be the permanent
impairment loss of this technology investment, we have
transferred HK$7.8 million from the revaluation reserve
to the profit and loss account in 2002. As a result, the
Group reported a loss attributable to shareholders of
HKS$42.3 million, a reduction of 20.9% over last year
(2001: loss of HK$53.5 million).
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SEGMENTAL INFORMATION

Both of our building products and engineering
equipment operations are adversely affected by the
reduced activities in the construction industry. Revenue
from our engineering equipment business was reduced
by 34.5% because of the contraction in the commercial
property market and the slowing down of government
infrastructure projects. However, we have achieved
revenue growth of 5.1% in our building products
operations because of our greater market coverage. If
we exclude the special provisions for contracting
operations (HK$25 million (2001: HK$19.3 million) for
building products and HK$4 million (2001: Nil) for
engineering equipment business), operating profits for
building products and engineering equipment will be
around HK$18.3 million and HK$2.3 million
respectively (2001: HK$3.7 million and HK$2.5 million
respectively). These were attributable to our focus on
high value added trading activities and overhead
reduction. The Group’s outstanding orders on hand at
the period end amounted to HK$288 million,
representing a decrease of 35.6% over the end of last
year (At December 2001: HK$447 million). Again, this
is partly the result of our decision to scale down the
contracting business. To improve our results, we will
continue to expand our market share in Hong Kong for
our trading operations and cautiously engage in the
Mainland projects that meet our stringent credit control

requirements.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

In 2000, the Group raised approximately HK$405.5
million through subscription shares issued and share
placement with the intention to expand the business in
technology investments. The Group invested HK$26.3
million in the technology sector and incurred HK$16.6
million in related operating expenses. The surplus cash
was placed in time deposits and generated interest
income of HK$29.7 million. In view of the changing
market situation, the Group decided to resume its focus
on the traditional business in November 2001. A share
repurchase offer was announced in December 2001 to

consolidate the shareholding structure and return the
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surplus funds to shareholders. Mr Michael John Green
and the Michael Green Family Trust declined to
participate. As a result, the Group used HK$391.3
million (including HK$4.2 million of related expenses
for share repurchase) to repurchase and cancel
395,000,000 shares of the Company in February 2002.
The details of the new share issue and the repurchase
offer were disclosed in the circulars dated 5 April 2000
and 21 December 2001 respectively.

Despite the share repurchase exercise and the operating
loss, the Group is still able to maintain a healthy balance
sheet with no bank borrowing and zero gearing at end
of the year. (At 31 December 2001: Nil). The Group
managed to generate positive cash flow of HK$30.8
million (2001: HK$8.8 million) from operating activities
with net bank and cash balances amounting to HK$54.6
million (At 31 December 2001: HK$413.8 million).
Most of this surplus cash has been placed in time
deposits with reputable financial institutions. The Group
will maintain its policy of conservative cash flow
management and considers that adequate financial
resources are available to meet its future operation
requirements. In mitigating the exchange risk, the Group
has continued with its hedging policy through the use

of forward foreign exchange contracts.

CONTINGENT LIABILITIES

Certain subsidiaries have given undertakings to the
banks that they will perform certain contractual non-
financial obligations to third parties. In return, the banks
have provided performance bonds and letters of
guarantee to third parties on behalf of these subsidiaries.
As at 31 December 2002, the amount of guarantees
outstanding was HK$28.7 million (At 31 December
2001: HK$32.6 million).

BANK FACILITIES WITH ASSETS
PLEDGED

A property with net book value of HK$52 million at
year ended 2002 held by a subsidiary of the Group has
been pledged to a bank to obtain banking facilities.
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EMPLOYEES

At the end of the period, the Group employed around
140 and 230 employees in Hong Kong and the Mainland
respectively (2001: 160 and 200). The Group continues
to provide remuneration packages and training
programmes to employees with reference to prevailing
market practices. The Group also adopted a new share
option scheme on 11 July 2002 under which the
directors of the Company, subject to the compliance
with the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, are
authorised to grant share options to eligible persons as
an incentive. As at year ended 31 December 2002, no
share option was granted under the new share option

scheme.

OUTLOOK

We remain cautious about the prospects of the economy
and overall business conditions in 2003 despite the
modest economic recovery in Hong Kong apparent from
the recent statistics. The sustained downward adjustment
of the property market is also expected to further

intensify market competition in the near future.

The Group will continue to adopt a conservative credit
policy to capture business opportunities in both the
Mainland and Hong Kong. Our competitive advantages
are based on our ability to provide the best services in
the most efficient and cost effective way. We remain
optimistic about our future because of our employees’
commitment to make our operations best-in-class. We
are in the final stage of scaling down the contracting
operations and have cleared all the technology
investments from our balance sheet. We believe this
will allow our management team to focus on the trading
operations where we can add more value to our
customers. We continue to have a healthy cash position
and believe we have established a solid foundation for
2003.
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