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Pledge of assets

As at 30th September, 2002, certuin lund und buildihgs of the
Group with un uyygreyute cuarrying vulue of dupproximutely
HKS$17.7 million were pledyed to bunks to secure yenerdl fucilities
grunted to the Group.

Contingent liabilities

The Group did hot have any sighificunt contingent liubilities us
ut 30th September, 2002.

Employee and remuneration policy

As ut 30th September, 2002, the Group employed u totul of
upproximutely 44 employees. The Group recruits und promotes
individuuls baused on merit und their development potentiuls for
the positions offered. Remunerution puckuge is determined with
reference to their performunce und the prevuiling sulury levels
in the murket. The Group ulso offers other benefits to employees
including truininy, provident funds unhd medicul coveruye.
Through the shure optioh scheme provided to the eligible
employees, it is infended to intfeyrute their responsibilities,
authority und benefits.

Major events

Proposed redemption of existing convertible notes and proposed
placing and subscription of new convertible notes

On 16th September, 2002, the Compuny und Guluxywuy
Investments Limited ("Guluxyway”), u controlling shareholder of
the Compuny, entered into u redemption und subscription
ugreement pursuunt to which the Compuny conditionally uyreed
to redeem the existing convertible notes in un uyygreyute
principul umount of HK$250 million issued by the Compuny to
Guluxywuy und, in considerution, Guluxywuy conditionully
ugreed to subscribe for new convertible notes with fuce vulue
umounting up to HK$250 million. As regurds the remaining holders
of the existing convertible notes, the Compuny would offer to
them to redeem their existing convertible notes issued by the
Compuny und, in considerution, issue hew cohnvertible notes to
them ut their respective fuce vulues under substuntially similar
terms und conditions us those contuined in the redemption und
subscription agreement. In uddition, pursuunt to u conditionul
placing uyreement duted 20th September, 2002, BNP Puribus
Peregrine Securities Limited hus been uppointed by the Compuny
us the placing ugent to pluce, on u best endeuvours busis, the
new convertible notes of un uyygreygute principal amount of up
to HK$330,000,000 to the existing noteholders (other thun
Guluxywuy) und/or other independent investors. On 4th October,
2002, supplementul ugreements to the ubove uyreements were
entered into between the sume purties in relution to the
completion arrangements of the issue of the hew convertible
notes.
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Making of cash offers to acquire all the issued shares in, and
warrants of, Paul Y. - ITC

On 25th October, 2002, the Compuny unnounced thut its indirect
wholly ownhed subsidiary, Hollyfield Group Limited (“Hollyfield”),
through Anyglo Chinese Corporute Fihance, Limited will muke u
voluntury conditionul cush offer ut the price of HKS$0.30 for euch
shure in Paul Y. - ITC, other thun those shares owned by the
Compuny or its wholly ownhed subsidiuries. On 12th December,
2002, the shure offer becume unconditiondl us the condition
reyuiring the Group und its concert parties to hold more than
50% of the voting rights attaching to the shares of Paul Y. - ITC
hus been satisfied. In uddition, Hollyfield hus dulso mude un offer
ut the price of HK$0.01 for euch warrant to the holders of wurrants
of Paul Y. - ITC, other thun the Compuny or its wholly ownhed
subsidiaries.

Dr. Chun Kwok Keuny, Churles hus agreed to finunce the offers
in full by granting to the Compuny on 28th October, 2002, u
term loun fucility of up to HK$180 million on un unsecured busis
and on hormul commerciul terms.

Securities in issue

As at the dute of this report, the tfotdl humber of issued ordinary
shares of the Compuny is 630,960,774,

Outlook

During the period, Hony Kohy economy wus still slugyish with
high unemployment rute und fiscul deficit. Nevertheless, the
recent steps tuken by HKSAR Government to stubilise the property
murket muy improve the economy in the medium or lony term.
In uddition, the persistent high gyrowth in Chinu’s GDP will nhot
only muke the China murket the center stuye for ylobul investors
but will dlso provide Hony Konhy with significant business
opportunities. The Group will build on its existing plutform with
stringent cost control meusures so us to muintain u sound finuncial
munuygement und pursue its lony term strateyy under u prudent
investment und development policy to explore high potentiul
investments und uttractive business opportunities. The Group will
continue to focus on creutinyg syheryy for its strateyic investments
or umony its strateyic investments themselves und will remuin
confident to meet future chullenyes by tuking advuntuge of the
new opportunities lying uheud with its strony financial foundation
und diversified investment portfolio.
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