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Financial Review
R

Capital Resources and Liquidity

As at 31st March 2005, the Group’s total shareholders’ funds were HK$911.3
million including reserves of HK$778.9 million. The Group continued to maintain
a strong financial position with cash and bank balances of HK$743.1 million
(please see table below). The Group’s working capital was HK$859.0 million.
Based on the Group’s steady cash inflow from operations and coupled with
its existing cash and bank facilities, the Group has adequate financial resources

to fund its future expansion.
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31st March 2005 31st March 2004

HK$’000 HK$’000
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Held-to-maturity securities BEIHAZES - 35,181
Cash and bank balances R RIRITHET 743,134 704,954
Total pikc) 743,134 740,135

During the year, the Group has redeemed all of its held-to-maturity securities
on their respective maturity dates and the proceeds were deposited in leading
banks with maturity dates falling within two years. This is in line with the
Group’s policy to maintain liquidity of its funds and in response to the increase
of deposit rates, the funds will continue to contribute a stable yield to the

Group.

During the year, the majority of the Group’s cash and bank balances were in

U.S. dollars and were deposited in leading banks.
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Financial Position

Total funds employed (comprising shareholders’ funds only) as at 31st March
2005 were HK$911.3 million, which represented a 7.3% increase over the
total funds employed of HK$849.6 million as at 31st March 2004.

The gearing ratio, defined as the ratio of total loans less cash and bank

balances to total assets, was nil as at 31st March 2005 and 31st March 2004.

Treasury Policies

It is the Group’s treasury management policy not to engage in any highly
leveraged or speculative derivative products. In this respect, the Group
continued to adopt a conservative approach to financial risk management
with no significant borrowing during the year. Most of the assets, receipts
and payments of the Group are either in Hong Kong or U.S. dollars. However,
the Group will monitor its foreign exchange position and, when appropriate,
the Group will hedge its non U.S. dollar foreign exchange exposure by way

of forward foreign exchange contracts.

As at 31st March 2005, the Group had HK$137.1 million outstanding forward
foreign exchange contracts and was, subject to certain conditions, committed
to purchase euro 13.6 million at an average exchange rate to U.S. dollars
of 1.29583 in the coming year. The exchange rate for one euro to U.S. dollar
as at 31st March 2005 was 1.2954. Subsequent to the balance sheet date,
the Group entered into additional agreements for spot and, subject to certain
conditions, forward purchases of euro 13.1 million at an average exchange
rate to U.S. dollars of 1.2748 (approximately HK$130.3 million). As a result,
the Group has reserve of euro position to meet approximately one year’s

requirement if the contracts are materialised in full.
Charge on Group Asset

At 31st March 2005, no Group asset was under charge to a financial institution.

Contingent Liabilities

The Group had no material contingent liabilities as at 31st March 2005.
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