Financial Review

Results of 2002

The Group’s loss attributable to shareholders amounted to HK$267 million,
which was 33% lower than last year’s loss of HK$397 million. On a per share
basis, the Group recorded a loss of HK11.3 cents, an improvement of 53%

over that of last year’s loss of HK23.8 cents.

In May 2002, the Group acquired CyberCity Investments Group (“CCI”)
which comprised several technology services companies. As a result,
information and communication services (“Infocomm division”) became
the third core business, in addition to the business park and real estate
development businesses. However, as the business park and technology
services businesses were still at the building-up stage, they did not have any

material impact to the overall results of the Group during 2002.

On the other hand, most of the real estate projects, during the year under
review, were Hong Kong based and therefore were significantly affected by
Hong Kong’s weak property market, high unemployment and sluggish
economy. Although the Group had already adopted a conservative view in
valuing the Group’s Hong Kong property portfolio in 2001, the market
deterioration exceeded our expectations and therefore the Group was faced
with a further diminution in value of its real estate stock. Despite the adverse
market conditions and intense competition, the Group successfully sold over

75% of its portfolio in 2002.

Review of Overall Performance
Turnover increased by 16% to HK$443 million from HK$383 million,

primarily due to the increase in sales of properties.
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Financial Review

Income from property sales remained the principal contributor to the Group’s
turnover, accounting for 93% of the total. The remaining 7% was derived

mainly from sales of goods, gross rental income and rendering of services.
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Provisions made for operations decreased by 76% to HK$59 million from
HK$243 million. The Group made a provision of HK$29 million or 50% of
the total provisions in relation to its property projects. The balance of the
provisions was made in relation to the divestment of non-core business

operations.

Non-operating provisions represented primarily provision made for
impairment of HK$107 million goodwill arising on acquisition of a
subsidiary. The impairment was made with reference to a valuation report
prepared by an independent qualified valuer. According to the Group’s
accounting policies, the goodwill which had been written off against reserves
prior to 1 January 2001 was written off to the current year income statement

due to impairment.

Finance costs were reduced from HK$42 million to HK$22 million as a result
of lower bank and other borrowings and reduction of interest cost following

the debt refinancing.
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Business Segments

Property

The property segment remained the key contributor to the Group’s revenue.
Turnover of the property segment was HK$416 million or 94% of the total
turnover. The number of units sold was 161 in 2002 compared to 190 in
2001. During the year, the Group sold its non-core investment property in
Shun Tak Centre for a consideration of HK$80 million. Operating profit
before provision for impairment in values was HK$25 million. Nevertheless,
after including the provisions totalling HK$29 million, a loss of HK$4 million

was recorded.

Business Park
The business park located in Shenzhen continued to provide a stable income

stream to the Group. Turnover for 2002 amounted to HK$12 million.

Infocomm Technology

Following the restructuring of the Group’s existing technology business and
completion of acquisition of additional infocomm technology business in
May 2002, the thrust of this core business was properly positioned. During

the year under review, turnover for the segment was HK$15 million.

Other Operations

Other operations of the Group included mainly investment in infrastructure
and securities trading and investment business. Turnover of this segment
dropped substantially to HK$0.1 million as a result of the Group’s measures
to divest investment of non-core businesses. The Group will continue to

divest its non-core assets at realistic prices.

Geographical Segments

Hong Kong

Geographically, the Group’s activities in Hong Kong continued to be the
largest contributor to turnover — 94% of the total turnover for 2002. Turnover
increased by 11% to HK$417 million from HK$376 million and a loss of
HK$44 million was recorded after including the HK$29 million provisions

for the Hong Kong property projects.
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China

Two residential property projects in China were still under development in
2002. Both the Group’s business park operation and newly-acquired
infocomm technology business in China contributed to the Group’s results
in 2002. Turnover from business activities in China increased to HK$26

million, representing 6% of the total turnover.

Assets

The value of the Group’s total assets increased slightly to HK$2,454 million
as at 31 December 2002. During the year, the Group successfully completed
a right issue which raised HK$350 million and issued HK$140 million worth

of new shares to acquire the infocomm technology business in May 2002.
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The business park segment constituted 39% of the Group’s total assets. Owing
to the sales of the Hong Kong property portfolio in 2002, the share of assets
by real estate segment decreased from 57% in 2001 to 40% in 2002.

The Group’s activities expanded to China in 2002 and total assets held there
increased by 27% from HK$1,556 million to HK$1,980 million. In order to
reduce the foreign currency exposure, the Group has secured additional
renminbi borrowings to finance our PRC assets. During the year, renminbi
borrowings had increased to HK$204 million, a net increase of HK$22 million
compared with 2001. The remaining borrowings were denominated in Hong

Kong dollar.

Shareholders’ funds

Following the completion of the rights issue and the issuance of new shares
for acquiring CCI, the Group’s total shareholders’ funds increased from
HK$1,221 million as at 31 December 2001 to HK$1,549 million. The enlarged
capital base will enhance the Group’s future financing capability. On a per-
share basis, the consolidated net asset value of the Group at 31 December
2002 was HK54.6 cents per share, compared to HK73.2 cents per share as at
31 December 2001.
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Financial Review

Financial Resources, Liquidity and Capital Structure
Completion of a Rights Issue

The Group completed a rights issue in 2002 and raised net amount of HK$348
million (after deduction of related expenses). The proceeds were used to
finance a joint venture with Beijing Tsinghua Science Park Construction
Co. Ltd. to develop a business park project in Beijing, the development of
Phase 2 of Vision (Shenzhen) Business Park and to fund working capital

requirements.

Liquidity and Capital Structure

During the year under review, the Group’s total borrowings fell significantly
from HK$740 million as at 31 December 2001 to HK$387 million as at 31
December 2002, a reduction of 48%. The Group’s cash and bank deposits
balance as at 31 December 2002 was maintained at HK$327 million. The
Group’s net debt (measured by total bank borrowings minus cash and bank
deposits) was HK$60 million. This compared favourably with the Group’s
net debt of HK$607 million at 31 December 2001 and represented a reduction
of HK$547 million or 90%.

With the enlarged capital base and reduction of external borrowings, the
Group’s gearing ratio (measured by total borrowings divided by shareholders’
funds) excluding convertible bonds strengthened to 25% at 31 December
2002 from 55% at 31 December 2001. Net debt divided by total shareholders’
funds also strengthened to 4% at 31 December 2002 from 50% at 31
December 2001.

As at 31 December 2002, the Group had total undrawn facilities of
approximately HK$100 million. The Group will continue to review its
financing requirements to obtain any unsecured bank financing at corporate
level whenever possible and supplement such borrowings with secured project

financing as and when the need arises.
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Short-term and Long-term Borrowings
The maturity profiles of the Group’s convertible bonds and bank borrowings

outstanding as at 31 December 2002 and 31 December 2001 are summarized
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During the year under review, the Group completed a HK$222 million
restructuring exercise to refinance a number of short-term project loans to a
three-year term loan with decreases in interest margins. As a result, the Group
extended the maturity profile of its debt and at the same time lowered its

borrowing costs.

Financial Management

Foreign Currency Risk

The potential exposure of foreign currency risk that may arise from the
Group’s investments in China had been considered. To mitigate such exposure
in its China projects where cashflows are denominated in renminbi, the Group

increased its renminbi financing as shown below:
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Financial Review

The increase in the proportion of renminbi borrowings is in line with the
Group’s new business exposure to China and its financial policy to minimise

exposure to currency risk.

Interest rate risk

The Group is exposed to changes in interest rate fluctuations to the extent
that they affect the cost of funds for floating rate borrowings. At 31 December
2002, about 47% (2001: 66%) of the Group’s total borrowings was on a
floating rate basis whilst the remaining 53% (2001: 34%) was fixed rate
borrowings. The Group will continue to maintain a mixture of floating rate
and fixed rate borrowings and take necessary actions to hedge against any

foreseeable interest rate exposure, if necessary.

Pledge of Assets

The Group’s bank borrowings, overdrafts and other loans were secured by
certain completed properties held for sale and under development with
carrying values of HK$605 million (2001: HK$752 million) and cash deposits
of HK$122 million (2001: HK$44 million).

Contingent Liabilities

As at 31 December 2002, the Company issued guarantees to the extent of
HK$271 million (2001: HK$393 million). HK$203 million (2001: HK$383
million) was utilised in respect of bank and other borrowings granted to its
subsidiaries and HK$1 million (2001: Nil) was utilised in respect of the lease
of fixed assets taken up by a subsidiary.

Acquisition of Interests in Subsidiaries and
Associated Companies

During the year ended 31 December 2002, the Group entered into a new
joint venture agreement and completed several acquisitions to support its

growth strategies in China.
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On 19 April 2002, the Group entered into a Joint Venture Agreement with
Beijing Tsinghua Science Park Construction Co Ltd to form Vision Huaging
(Beijing) Development Co Ltd for the development of Vision International

Centre in Beijing. Total development cost is estimated at RMB390 million.

On 28 May 2002, the Group completed a major acquisition of the entire
issued share capital of CyberCity Investments Limited from CyberCity
Holdings Limited for a consideration of HK$140 million, which was satisfied
by way of an allotment and issue of 334,285,714 shares equivalent to an issue

price of HK42 cents per share.

On 14 June 2002, the Group completed an Exchange Agreement with China
Land Group Limited whereby the Group increased its shareholding in the
Scenic Place project in Beijing from 50% to 65% at a total consideration of
HK$43 million and disposed of its interest in its Villa Sapphire property
project in Hong Kong at the same amount of consideration. The transaction

enabled the Group to direct its resources on property development in China.

On 25 September 2002, the Group further entered into Sale and Purchase
Agreements to acquire from Dalian Guangxia Development Co Ltd and
Dalian Bohai Group Co Ltd their 10% and 2% respective interests in Vision
Century Real Estate Development (Dalian) Co Ltd at a total consideration

of RMB9 million (equivalent to approximately HK$8 million).
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