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Financial Review

Summary of Results

The Group's turnover for the year ended 31 March 2003 was HK$892.0
million, an increase of HK$250.8 million or 39.1% against HK$641.2
million recorded in 2001/02. The Group reported a profit attributable
to shareholders of HK$30.2 million for the year ended 31 March 2003,
as compared to HK$31.2 million achieved in 2001/02. Basic earnings
per share for the year was HK10.6 cents (2002: HK11.0 cents).

Group Liquidity and Financial Resources

The Group's liquidity and financing requirements are frequently
reviewed.

The Group follows a prudent policy in managing its cash balance, and
endeavours to maintain its strong cash-flow generating capability, its
ability to undertake investments and acquisition projects, in order to
enhance the shareholders’ value. The total cash and securities
investment balances of the Group decreased by HK$200.6 million
during the year, to HK$161.4 million at 31 March 2003 (2002: HK$362.0
million) and accounted for 46.6% of the current assets (2002: 60.2%).
The decrease was mainly due to the utilisation of funds, during the
year, to purchase properties from HKR International Limited (“HKRI"),
a substantial shareholder of the Company. These details have been
disclosed in the section “Major Acquisitions”.

As a result of the utilisation of cash for the purchase of properties,
the current ratio (current assets divided by current liabilities) has
reduced to 1.2 (2002: 1.6) and the current assets have decreased to
HK$345.9 million from HK$601.4 million of last year.
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Nevertheless, the Group has still been able to maintain a healthy
balance sheet with no bank borrowings and is practically debt-free,
other than amounts due under normal trade payables as at 31 March
2003. Therefore, the gearing ratio of the Group, which is calculated
on the basis of the Group's total bank borrowings over shareholders’
funds, has remained zero. The Group has continued to finance its
operation and investing activities from its internally generated funds.

For day to day liquidity management, and to maintain flexibility in
funding, the Group has access to banking facilities with an aggregate
amount of HK$165.8 million, of which approximately HK$64.4 million
has been utilised mainly for the issuance of letters of credit and
performance bonds as at 31 March 2003. These banking facilities bore
interest at prevailing market interest rates and were unsecured.

With continuous cash inflow from operations, together with cash and
marketable investments on hand, as well as available banking facilities,
the group’s liquidity position will remain healthy, with sufficient
financial resources to meet its commitments and future operation
requirements.

Treasury Policies

In order to enhance the deployment of internal funds with maximum
utility, to achieve better risk control and to minimise cost of funds,
the Group's treasury activities are centralised and scrutinised by the
top management.

The objective of the Group's treasury policies is to minimise its exposure
to fluctuations in the exchange rate. Treasury transactions unrelated
to underlying financial exposure are not undertaken. Foreign currency
exposures of the Group arise mainly from the purchase of goods. The
Group will determine if any hedging is required, on an individual basis,
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depending upon the size and nature of the exposure, and the
prevailing market conditions. It is the policy of the Group not to enter
into transactions for speculative purposes.

The surplus cash is generally placed in short-term bank deposits with
reputable financial institutions, or invested in securities instruments.
Most of these are denominated in United States dollars, with certain
cash balances, which are held temporarily, in Hong Kong dollars, for
the payment of operating expenses within a short period of time. As
at the close of business on 31 March 2003, the Group maintained
securities investments of approximately HK$40.5 million. About 99.8%
of them are held in United States dollar, comprising mainly the
investments in fixed income securities with an average annualised
interest rate of approximately 7.5% per annum.

Nearly all revenues, expenses, assets and liabilities of the Group are
denominated either in Hong Kong or United States dollars. As the
Hong Kong dollar is pegged to the United States dollar, the Group
therefore will not have any significant exposure to gains or losses
arising from the movement of the United States’ currency exchange
rate against the Hong Kong dollar.

Shareholders’ Funds

As at 31 March 2003, shareholders’ funds of the Group totalled
HK$374.4 million, an increase of HK$27.4 million from HK$347.0
million at 31 March 2002. On that basis, the consolidated net asset
value of the Group at the year-end date was HK$1.32 per share,
compared to the consolidated net asset value of HK$1.22 per share at
31 March 2002. Increase in shareholders’ funds was mainly attributable
to profit retained after interim dividends were paid for the year.
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Major Acquisitions

During the year, the Group purchased, from internally generated
funds, part of the 3rd floor and the whole 4th floor of Shatin Industrial
Centre from an independent third party at a consideration of
approximately HK$28.4 million. This property is partly for the Group’s
own use and partly for investment purposes.

In March 2003, the Group acquired two pieces of land located in Hong
Kong, and a 50% interest in two pieces of adjoining land situated in
Dongguan, PRC, with a total site area of approximately 86,886 square
metres for property development purposes, for a total cash
consideration of HK$180.0 million. The details of these acquisitions
have been disclosed in the Company’s circular to shareholders dated
14 March 2003.

Capital Structure

It is the intention of the Group to maintain an appropriate mix of
equity and debt to ensure an efficient capital structure over time. As
noted above, the Group had no debt as at the year-end date.

Collateral

As at 31 March 2003, the Group had no mortgage or charges on its
assets.
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Capital Commitments

As at 31 March 2003, the Group had outstanding commitments in
respect of the purchase of the 5th floor and part of the 6th floor of
Shatin Industrial Centre, and a piece of land at Ping Che, both of which
are located in Hong Kong, from independent third parties at a total
consideration of approximately HK$36.5 million, where deposits
amounting to approximately HK$6.0 million have been paid. These
transactions are expected to be completed before the third quarter
of the year 2003.

Contingent Liabilities

Details of the contingent liabilities are set out in note 31 of the
consolidated financial statements.

Post Balance Sheet Events

In May 2003, the Group has completed the acquisition of the 5th floor
of Shatin Industrial Centre, Shatin and a piece of land at Ping Che, as
mentioned under the above section “Capital Commitments” at a total
consideration of approximately HK$28.5 million from internally
generated funds. The property at Shatin is held for investment
purposes and the land at Ping Che is held for the Group’s own use.

In June 2003, the Group has also acquired from an independent third
party the entire issued share capital of Retailcorp Limited which carries
on a wholesale health products business and operates a health
products retailing chain store business under the trade name of
“Health Plus” at a consideration to be determined.
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Employees and Remuneration Policy

The Group, excluding its associated company and a jointly controlled
entity, has over 380 employees. In addition to salary payments, other
benefits include discretionary bonuses, provident fund schemes, a
medical insurance scheme, on-the-job training, education sponsorship
subsidies, a group life and personal accident insurance scheme.

Employees are remunerated according to individual performance, the
nature of the job and market trends. The Group recruits and promotes
individuals based on their competencies, merits and development
potential, and ensures that their remuneration packages are at a
reasonable market level.

All directors, full time employees and consultants of the Group are
entitled to participate in the share option scheme of the Company.
The principal terms of the share option scheme are summarised in the
Report of the Directors.



