FINANCIAL OPERATION REVIEW
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RESULTS

Turnover for the year ended 31st December, 2000 amounted
to HK$649.7 million, a 19.4% decrease from the previous
year. It was mainly due to the drop in securities trading. Gross
profit for the year ended 31st December, 2000 decreased by
15.3% to HK$564.0 million over the previous year because
of the decrease in profit on securities trading. Gross profit
comprised of net rental income of HK$521.9 million, a
decrease of 5.9% from last year. The Group’s audited
consolidated net loss for the year ended 31st December, 2000
was HK$378.8 million (1999: profit of HK$138.2 million).
Loss per share was 17.6 cents (1999: earnings per share of
7.2 cents).

Other revenue recorded an increase of 58.1% to HK$97.9
million when compared with last year due to increase in
interest income and profit on disposal of other fixed assets.
Administrative expenses reduced by 7.8% to HK$161.2
million as compared with last year as a result of effective
control in costs.

A development project held by an associate was completed
during the year, sale of the project had resulted in a loss of
HK$58.7 million attributable to the Group. To reflect the
adjustment of property development value, provision of
HK$49.6 million was made for a development project held
by a subsidiary, and a total of HK$236.5 million was made
for development projects held through associates.

The Kwong Sang Hong International Limited (“Kwong Sang
Hong") and Evergo China Holdings Limited (“Evergo China’)
had recorded operating loss for the year, these losses were
equity accounted for in share of results of associates. In
addition, there was a deemed loss on dilution effect of
shareholding in Kwong Sang Hong.
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NET ASSET VALUE

As at 31st December, 2000, the Group’s total net asset
amounted to approximately HK$16,256 million (1999:
HK$15,934 million), an increase of HK$322 million or 2.0%
when compared with 1999. With the total number of shares
in issue of 2,381,481,464 as at 31st December, 2000, the net
asset value per share of the Company was HK$6.8, a decrease
of 11.7% over 1999 (1999: HK$7.7). The decrease in net asset
value per share was due to the dilution effect from an increase
in number of shares by 309 million resulted from exercises
of 2000 warrants and top-up subscription during the year.

DEBT AND GEARING

As at 31st December, 2000, the Group’s bank and other
borrowings amounted to HK$3,502 million (1999: HK$3,837
million). Cash and deposit at bank amounted to HK$825
million (1999: HK$1,388 million) and net borrowings amounted
to HK$2,677 million (1999: HK$2,449 million).

Total debt to equity ratio was 21.5% (1999: 24.1%) and net
debt to equity ratio was 16.5% (1999: 15.4%), which are
expressed as a percentage of bank and other borrowings, and
net borrowings respectively, over the total net asset of
HK$16,256 million (1999: HK$15,934 million). The increase
of net debt to equity ratio was mainly due to an increase in
total asset base together with a decrease in bank balances. The
increase in total net asset was elaborated in net asset value
above and property valuation below.

At the balance sheet date, the Group’s bank and other
borrowings are wholly denominated in Hong Kong dollars.
Among the Group’s borrowings, HK$1,781 million are either
carried at fixed interest rate or carried at floating rate with
hedging through interest rate swap. The remaining carrying
interest rates calculated with reference to HIBOR.
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PLEDGE OF ASSETS

As at 31st December, 2000, the Group’s investment properties,
stock of unsold property and time deposits with their
respective book values of approximately HK$13,617.0 million
(1999: HK$2,798.1 million), HK$2.2 million (1999: HK$Nil),
and HK$203.3 million (1999: HK$27.4 million) were pledged
to secure general banking facilities of the Group.

FINANCIAL AND INTEREST INCOME/
EXPENSES

Interest income was included in turnover and other revenue.
Finance costs included interest expenses on bank and other
loans, arrangement and commitment fee expenses. Interest
income for the year was HK$101.3 million, representing a
decrease of 8.1% (1999: HK$110.2 million). A decrease of
interest income was mainly attributable to decrease on interest
generated from loan interest income. Interest expenses for
the year amounted to HK$298.9 million, representing a 0.2%
increase over the interest expenses of HK$298.2 million
recorded for last year.

The Group’s bank and other borrowings amounted to
HK$3,502 million as at 31st December, 2000 (1999:
HK$3,837 million).

REMUNERATION POLICIES AND SHARE
OPTION SCHEME

Remuneration packages comprised salary and year-end bonus
based on individual merits. No share option scheme was
adopted for the year ended 31st December, 2000.

PRC PROPERTIES

The Group holds its PRC property interests through its
investment in the listed shares of Evergo China. The Group’s
direct interest in Evergo China was 46.6%.

Evergo China had net assets of HK$1,909.8 million as at 31st
December, 2000.
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KWONG SANG HONG

At the beginning of the year, the Group had an effective
interest of 32.15% in the listed shares of Kwong Sang Hong.
Following three placings and top-up subscriptions of shares
in Kwong Sang Hong during the year 2000, the Group’s equity
interest in Kwong Sang Hong had been diluted to 26.76%.

Kwong Sang Hong had net assets of HK$1,713.0 million at
30th November, 2000.

PROPERTY VALUATION

Property valuations were carried out by B.l. Appraisals
Limited, an independent professional valuer, in respect of the
Group’s investment properties held as at 31st December, 2000
and that valuation was used in preparing 2000 financial
statements. Investment properties were valued at HK$14,364
million (1999: HK$13,384 million), a 3.8% increase over 1999
after adjusted for additions and disposals of investment
properties during 2000. Development properties, non-
investment properties and unlisted investments of the Group
were stated at written-down book/historical cost in the
financial statements.

OBLIGATIONS UNDER BANKING FACILITIES
DOCUMENTATION

As at 31st December, 2000, circumstance which will trigger
events of default of the Company under various banking
facilities documents as far as the obligation of the controlling
shareholders is concerned is as follows:—

® 3 change of the shareholdings in or ownership or control
(direct and indirect) of the borrower, a wholly owned
subsidiary of the Company.

The aggregate amount of outstanding banking facilities having
the above covenant was HK$623 million as at 31st December,
2000 (1999: HK$3,144 million) with maturities of one to five
years.
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