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Financial Review

Summary of Results

The Group recorded a turnover of HK$652.8 million for the year ended
31 March 2004, compared to HK$892.0 million achieved in the previous
year. The Group reported a profit attributable to shareholders of
HK$30.5 million for the year ended 31 March 2004, at a level similar
to that of last year (2003: HK$30.2 million). Basic earnings per share
for the year were HK10.8 cents (2003: HK10.7 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 shareholders’ value. The total cash and bank balances of the
Group have decreased by HK$32.8 million or 27.1%, compared with
those as at 31 March 2003, and account for 21.6% of the current assets
(2003: 34.9%). The decrease was mainly due to the utilisation of funds,
during the year, to purchase properties for investment purposes, from
independent third parties. These details have been disclosed in the
section “Major Acquisitions and Disposal”.

Nevertheless, the Group has still been able to maintain a healthy
balance sheet with no net borrowings (total bank borrowings less
total bank balances and cash), other than amounts due under normal
trade payables as at 31 March 2004. Accordingly, the gearing ratio of
the Group, calculated on the basis of the Group’s net borrowings over
shareholders’ funds, has remained zero. The current ratio (current
assets divided by current liabilities) was increased to 1.4 times from
1.2 times at the last year-end date and the net current assets have
increased from HK$60.2 million of last year to HK$113.1 million.
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Financial Review

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$251.1 million (HK$55.3 million was secured by first
charges over certain land and buildings and investment properties of
the Group), of which HK$55.3 million loans have been drawn down
and approximately HK$60.0 million has been utilised mainly for the
issuance of letters of credit and performance bonds as at 31 March
2004. These banking facilities bore interest at prevailing market
interest rates.

With steady cash inflow from its operations, especially the proceeds
from the sales of the property development “Golf Parkview” at Kwu
Tung in the coming year, together with its cash holdings, and available
banking facilities, the Group's liquidity position will remain healthy,
with sufficient financial resources to meet its commitments, future
operation and development 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 and not to engage in any highly
leveraged or speculative derivative products. 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, depending upon the size and nature
of the exposure, and the prevailing market conditions.
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Financial Review

The surplus cash is generally placed in short-term bank deposits with
reputable financial institutions. Most of these are denominated in
either Hong Kong dollars or United States dollars. Nearly all revenue,
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 2004, shareholders’ funds of the Group were HK$398.3
million including reserves of HK$370.0 million, an increase of HK$26.2
million from HK$372.1 million at 31 March 2003. On that basis, the
consolidated net asset value of the Group at the year-end date was
HK$1.40 per share, compared to the consolidated net asset value of
HK$1.32 per share at 31 March 2003. Increase in shareholders’ funds
was mainly attributable to profit retained after interim dividends were
paid for the year.

Major Acquisitions and Disposal

During the year, the Group purchased, from internally generated
funds, the whole block of Winner Building, the whole 5th floor and
part of the 6th floor of Shatin Industrial Centre, and a piece of land
at Ping Che, from independent third parties, at a total consideration
of approximately HK$103.9 million. These properties are located in
Hong Kong, and are held for investment purposes.
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In June 2003, the Group also acquired from an independent third party
the entire issued share capital of Retailcorp Limited which carries on
a health products wholesale business and operates a health products
retailing chain store business under the trade name of “Health Plus”,
at a consideration of approximately HK$3.1 million.

The Group realised all its unlisted debt securities of approximately
HK$40.4 million during the year under review.

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.
During the year under review, the Group has borrowed Hong Kong
dollars loans amounting to HK$55.3 million from a bank (at 31 March
2003: HK$ Nil). The borrowings have been used as general working
capital and the maturity profile spread over a period of five years
with HK4.2 million repayable within the first year, HK$4.2 million
repayable within the second year and HK$46.9 million within the third
to fifth years. Interest is based on HIBOR with a competitive margin.

Collateral

As at 31 March 2004, certain land and buildings and investment
properties of the Group, at the carrying value of approximately
HK$95.0 million (at 31 March 2003: HK$ Nil), have been pledged to a
bank to secure the Hong Kong dollars loans of HK$55.3 million.
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Financial Review

Capital Commitments

Details of the capital commitments are set out in note 35 of the
consolidated financial statements.

Contingent Liabilities

Details of the contingent liabilities are set out in note 34 of the
consolidated financial statements.

Post Balance Sheet Event

Subsequent to the year-end date, the Group has entered into contracts
to purchase properties at Kowloon Tong from independent third
parties at a total consideration of approximately HK$52.8 million.
Deposits amounting to approximately HK$2.6 million have been paid.
The acquisitions are expected to be completed in the second half of
2004 and the properties will be held for investment purposes.

Employees and Remuneration Policy

The Group has always taken a prudent approach to manpower
planning and is maintaining a manpower policy that aims to maximize
the output of existing staff resources in order to achieve productivity
gains.

Regardless of the economic environment, the Group remains
committed to staff training. The Group believes that through
improving our staff's job-related competencies, we can increase overall
operational efficiency without the need to increase the headcount.
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As at 31 March 2004, the number of full time employees of the Group,
excluding its associated companies and jointly controlled entities, was
over 470. 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,
value creation, 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.



