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Preliminary Announcement of Results for the six months ended 30 September 2001
INTERIM RESULTS

The Directors are pleased to present the Group's unaudited condensed consolidated profit and loss account for the six months ended 30 September 2001 (“the Period”) as follows:



Unaudited 
Six months ended 30 September



2001 
2000


Note
HK$'000
HK$'000 






Turnover 
2 
415,968 
522,373 

Cost of Sales 

(324,213) 
(403,247) 






Gross profit 

91,755 
119,126 

Other revenues 

16,787 
16,226 

Selling expenses 

(26,675) 
(36,630) 

Administrative expenses 

(42,540) 
(43,831) 

Other operating income/(expenses) 

5,027 
(855) 








44,354 
54,036 

Finance costs 

(4,902) 
(10,217) 






Operating profit 
2, 3 
39,452 
43,819 

Share of profits less losses of 




Associated companies 

4,757 
4,392 

Jointly controlled entities 

906 
750 






Profit before taxation 

45,115 
48,961 

Taxation 
4 
(6,673) 
(7,900) 






Profit after taxation 

38,442 
41,061 

Minority interests 

589 
218 






Profit attributable to shareholders 

39,031 
41,279 






Dividends 




2000/2001 Final, paid, of HK$0.03 
(1999/2000: HK$0.08) per share 

7,790 
20,775 

2001/2002 Interim, declared on 12 December 2001, of HK$0.05 (2000/2001: Nil) per share 

12,984 
—

Special dividend, declared on 12 December 2001, of HK$0.65 (2000/2001: HK$0.10) per share 

168,796 
25,969 








189,570 
46,744 








HK$
HK$






Earnings per share 
5 
0.15 
0.16 

Notes: 
1. 
Accounting policies 

The unaudited condensed consolidated interim accounts (“Interim Accounts”) are prepared in accordance with Statement of Standard Accounting Practice (“SSAP”) 25 “Interim financial reporting” issued by the Hong Kong Society of Accountants and Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) (“Listing Rules”). 

The accounting policies and methods of computation used in the preparation of the Interim Accounts are consistent with those used in the annual accounts for the year ended 31 March 2001, except that the Group has adopted the following new and revised SSAPs which became effective for accounting periods commencing on or after 1 January 2001: 

SSAP 9 (revised)
: 
Events after the balance sheet date 

SSAP 14 (revised)
: 
Leases (effective for periods commencing on or after 1 July 2000) 

SSAP 26
: 
Segment reporting 

SSAP 28
: 
Provisions, contingent liabilities and contingent assets 

SSAP 29
: 
Intangible assets 

SSAP 30
: 
Business combinations 

SSAP 31
: 
Impairment of assets 

SSAP 32
: 
Consolidated financial statements and accounting for investments in subsidiaries 

Other than noted below, the adoption of these SSAPs had no material effect on the Group's results. 

SSAP 9 (revised): In accordance with the revised SSAP 9, the Group no longer recognises dividends proposed or declared after the balance sheet date as a liability at the balance sheet date. This change in accounting policy has been applied retrospectively. This change has resulted in an increase in shareholders' funds at 31 March 2001 by HK$7,790,000, which is the proposal final dividend for the year then ended, and a corresponding decrease in current liabilities as at that date. Changes to headings used in the previously reported balance sheet at 31 March 2001 and profit and loss account for the year then ended relating to dividends and profit for the year retained have also been made to reflect the changes resulting from SSAP 9 (revised). 

SSAP 26: In Note 2 to the Interim Accounts the Group has disclosed segment turnover and results as defined under SSAP 26. In accordance with the Group's internal financial reporting the Group has determined that business segments be presented as the primary reporting format and geographical as the secondary reporting format. Comparative information has been given. 

SSAP 30: No goodwill or negative goodwill has arisen in the six months ended 30 September 2001. The Group has taken advantage of the transitional provision in SSAP 30 and the goodwill and negative goodwill arising in previous years have not been restated. 

2. 
Segment information 

The Group is principally engaged in the manufacturing and trading of textiles and clothing, and investment holding. An analysis of turnover and operating profit by business and geographical segments is as follows: 

Business segments 


Six months ended 30 September


Textile and clothing 
Investment 
Others 
Group 


2001 
2000 
2001 
2000 
2001 
2000 
2001 
2000 


HK$'000 
HK$'000 
HK$'000 
HK$'000 
HK$'000 
HK$'000 
HK$'000 
HK$'000 











Turnover 
408,759 
520,777 
— 
— 
7,209 
1,596 
415,968 
522,373 











Segment results 
30,889 
48,828 
3,898 
(4,511) 
(2,007) 
27 
32,780 
44,344 











Unallocated income less expenses






(1,729) 
(1,947) 

Profit on sale of land and buildings 
8,066 
5,090 




8,066 
5,090 

Loss on disposal of associated companies 






(74) 
— 











Operating profit before interest 






39,043 
47,487 

Interest income less finance costs 






409 
(3,668) 











Operating profit 






39,452 
43,819 

Share of profits less losses of 









Associated companies 
(3,746) 
(2,710) 
8,503 
7,102 


4,757 
4,392 

Jointly controlled entities 
(365) 
153 
1,271 
597 


906 
750 











Profit before taxation 






45,115 
48,961 

Taxation 






(6,673) 
(7,900) 











Profit after taxation 






38,442 
41,061 

Minority interests 






589 
218 











Profit attributable to shareholders






39,031 
41,279 

Geographical segments 


Six months ended 30 September


Turnover 
Operating profit 


2001 
2000 
2001 
2000 


HK$'000 
HK$'000 
HK$'000 
HK$'000 







Hong Kong 
95,667 
120,256 
13,542 
17,358 

North America 
201,527 
297,230 
12,049 
15,917 







U.S.A. 
196,951 
288,406 
11,809 
15,226 

Canada 
4,576 
8,824 
240 
691 







Europe 
85,685 
74,985 
3,872 
5,995 

Asia 
28,568 
26,362 
2,979 
4,702 

Others 
4,521 
3,540 
338 
372 







Segment results 
415,968 
522,373 
32,780 
44,344 







Unallocated income less expenses 


(1,729) 
(1,947) 

Profit on sale of land and buildings 


8,066 
5,090 

Loss on disposal of associated companies 


(74) 
— 







Operating profit before interest 


39,043 
47,487 

Interest income less finance costs 


409 
(3,668) 







Operating profit 


39,452 
43,819 

3. 
Operating profit 

Operating profit is stated after crediting and charging the following: 


Six months ended 
30 September


2001 
2000 


HK$'000 
HK$'000 





Crediting: 







Profit on disposal of land and buildings 
8,066 
5,090 

Profit on disposal of fixed assets other than land and buildings 
— 
154 

Rental income from other properties less outgoings 
409 
974 

Realised gain on disposal of other investments 
4,448 
4,855 

Provision for diminution in value of investment securities written back 
—
764 

Dividend income from listed investments 
10,647 
8,482 

Dividend income from unlisted investments 
420 
221 

Interest income 
5,311 
6,549 

Exchange gain 
77 
920 

Charging: 







Cost of inventories sold 
324,213 
403,247 

Depreciation of fixed assets 
9,072 
10,680 

Staff costs 
74,365 
88,825 

Retirement benefit costs 
1,600 
301 

Provision for long service payments 
— 
123 

Operating leases rental in respect of land and buildings 
1,796 
1,652 

Auditors' remuneration 
980 
1,037 

Loss on disposal of fixed assets other than land and buildings 
1,145 
— 

Loss on disposal of associated companies 
74 
— 

Loss on disposal of investment securities 
— 
2,057 

Provision for diminution in value of investment securities 
5,763 
— 

Unrealised loss on other investments 
5,854 
16,776 

4. 
Taxation 

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits for the six months. Taxation on overseas profits has been provided on the estimated assessable profits for the six months at the rates of taxation applicable in the countries in which the Group operates. 

Six months ended 
30 September


2001 
2000 


HK$'000 
HK$'000 





The amount of taxation charged to the consolidated profit and loss account represents: 







The Company and its subsidiaries: 



Hong Kong profits tax 
3,495 
4,704 

Overseas taxation 
2,176 
1,904 

Deferred taxation 
(624) 
(415) 






5,047 
6,193 









Share of taxation attributable to: 



Associated companies 
1,529 
1,526 

Jointly controlled entities 
97 
181 






1,626 
1,707 










6,673 
7,900 





Deferred tax charge for the six months has not been accounted for in respect of: 



Tax losses 
59 
2,390 

5. 
Earnings per share 

The calculation of earnings per share is based on the profit attributable to shareholders of HK$39,031,000 (2000: HK$41,279,000) and 259,685,289 (2000: 259,685,289) shares in issue during the six months. 

6. 
Transfer from reserves 
A sum of HK$960,000 has been written back from the exchange fluctuation account to retained earnings (2000: HK$4,000 written off from retained earnings to the exchange fluctuation account).
MANAGEMENT DISCUSSION AND ANALYSIS 

Operation Review 

As anticipated in the last Annual Report, the results of the Group's textile and clothing segment for the Period were disappointing. The slowdown in the global economy, the American economy in particular, has taken its toll. Consumer confidence was weak, buyers were hesitant in placing orders, margin squeeze was more pronounced, and certain costs were inelastic. As compared with the corresponding six months in the year 2000, this segment's turnover reported a decrease of 21.5% and its operating profit before interest was cut by 36.7%. 

With exception of the finished yarn trading division which managed to report increase in both turnover and profit, all other divisions reported declines to various extents with the woven garment division bearing the brunt. In terms of markets, Group exports to Europe and Asia reported improvement of 14.3% and 8.4% respectively but operating profit therefrom could not be spared from showing a decline. Exports to North America were reduced by almost one-third, and local sales also dropped by 20.4%. 

A subsidiary in Malaysia, which discontinued its textile operation in 1996, sold part of its land and buildings during the Period. These assets have been fully written off in the year ended 31 March 1997 and their disposal resulted in a profit of HK$8.1 million. As such profit is exceptional in nature, it is excluded from the segment results. The profit of HK$5.1 million on the sale of land and buildings in Hong Kong by the woven garment division to a related party in the previous corresponding period was also dealt with in the same manner. 

During the Period, dividend income has improved, net realised and unrealised losses on trading investments were reduced but provisions for long-term investment securities, both listed and unlisted, were called for. The investment segment therefore netted an operating profit before interest of HK$3.9 million compared to a loss of HK$4.5 million in the corresponding six months last year. 

Other minor activities carried on by the Group were grouped under the segment of Others. This segment's turnover increased by more than fourfold but remained relatively insignificant. An operating loss before interest of HK$2.0 million was reported for the Period. 
Benefiting from the low interest rate environment, the Group's finance cost for the Period has been reduced by 52.0%. This cost saving coupled with the contribution from the investment segment and the exceptional profit on the sale of land and buildings have cushioned the decrease in earnings of the Group's core textile and clothing businesses. All in all the Group's operating profit for the Period was HK$39.5 million, compared to HK$43.8 for the corresponding six months in the year 2000, or a decrease of 10.0%. 

Associated Companies and Jointly Controlled Entities 

During the Period, those associated companies and jointly controlled entities engaged in the textiles and clothing businesses exacerbated their aggregate operating loss from HK$2.6 million to HK$4.1 million. In contrast, the aggregate operating profit of associated companies and jointly controlled entities in other businesses improved from HK$7.7 million to HK$9.8 million. Total combined contribution from all associated companies and jointly controlled entities was therefore HK$5.7 million before tax, compared to HK$5.1 million for the previous corresponding period. 

Group Structure 

Apart from the acquisition of a 60% owned subsidiary engaged in broadcast engineering at a cost of HK$750,000 and the strike off of a dormant associated company, there were no other changes in the Group's structure during the Period. 

Employees 

As at 30 September 2001 the Group employed a total of about 3,100 employees, of which about 2,200 were employed in Mainland China. During the Period no option has been granted from the employee share option scheme adopted on 15 August 2001. 

INVESTMENT PORTFOLIO 

The Group's long-term listed investments are all listed in Hong Kong. There was no change in the portfolio during the Period other than provisions made in the amount of HK$3.5 million. At 30 September 2001, their net book value was HK$50.8 million and their market value was HK$308.6 million. 

At 30 September 2001, the net book value of the Group's long-term unlisted investments was HK$118.3 million. Movements during the Period were due to provisions made and movements in advances. 

The Group's short-term listed investments comprise mainly of securities listed in the United States and are carried at market value. Their carrying value as at 30 September 2001 was HK$53.2 million. 

FINANCIAL REVIEW 

As at 30 September 2001, the Group's cash and bank balances amounted to HK$357.5 million, and bank borrowings amounted to HK$150.8 million. All the bank borrowings are short-term unsecured loans on a floating rate basis denominated in Hong Kong dollar. The Group's net current assets and shareholders' funds as at that date were HK$376.2 million and HK$949.2 million respectively. The Group's gearing ratio as at 30 September 2001, computed as the ratio of total bank borrowings to shareholders' funds, was 15.9%. 

The Group's contingent liabilities as at 30 September 2001 amounted to HK$77.4 million, of which HK$47.2 million represent guarantees given in respect of banking facilities granted to associated companies and investee companies. The balance of HK$30.2 million was in respect of bills discounted with recourse. 

The Group presently does not have any material capital commitments. 

OUTLOOK 

Opinions on the state of the global economy are mixed, save that a recovery will not be in place any earlier than the second quarter of next year. Whereas it is not sure whether the impacts of the September 11 attacks on the USA have fully set in, squeeze on margin is bound to escalate and competition from low cost producer countries will continue to intensify. Hong Kong is handicapped structurally to deal with the same but prospects for the short term are not totally gloomy. With buyers keeping their inventories at a bare minimum, orders may rebound at any time and this is already benefiting the Group's woven garment division. However, it is not expected that the rebound will be strong enough to make up for the retrenchment in the Period. The results of the Group's core textile and clothing businesses are therefore expected to report a decline for the full year ending 31 March 2002. 

DIVIDEND AND CLOSE OF REGISTER 

The Directors have resolved to declare for the year ending 31 March 2002 an interim dividend of 5 cents per share. In view of the surplus cash position of the Group in relation to its funding requirements, the Directors have also resolved to declare a one-time special dividend of 65 cents per share. Total distribution will amount to HK$181,780,000. 

The interim dividend and the one-time special dividend will be payable on 7 February 2002 to all shareholders on register as at 31 January 2002. The Register of Members and the Transfer Books will be closed from 28 January to 31 January 2002, both days inclusive. In order to qualify for the interim dividend and the one-time special dividend, all transfers accompanied by the relevant share certificates must be lodged with the Company's Registrars, Central Registration Hong Kong Ltd., 17th Floor, Hopewell Centre, 183 Queen's Road East, Wanchai, Hong Kong not later than 4:00 p.m. on Friday, 25 January 2002. 

AUDIT COMMITTEE 

The Audit Committee has reviewed with management the accounting principles and practices adopted by the Group and discussed auditing, internal controls and financial reporting matters including a review of the Interim Accounts. 

PUBLICATION OF RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE 

All the information on the Group's results for the Period as required by paragraphs 46(1) to 46(6) inclusive of Appendix 16 to the Listing Rules will be published on the Stock Exchange's website as soon as practicable. 

On behalf of the Board 
Chou Wen Hsien 
Chairman

Hong Kong, 12 December 2001 

Please also refer to the published version of this announcement in the (Hong Kong iMail)
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