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Chairman’s Statement

B =3
Phase III of Chaoyman Garden
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Mr. CHUA Domingo

I am pleased to present my report to the shareholders.
RESULTS

For the year ended 30th June, 2004, the Group’s turnover amounted to
HK$410,257,000 representing a rise of about 39% over that of last
year. This primarily results from the booking of sales proceeds (by
about HK$289,283,000) of the last two towers of Chaoyang Garden
Phase II (The Sun Crest) in Beijing following the issue of occupation
permit in October 2003. Sales revenue of Chaoyang Garden accounted
for about 89% of the Group’s turnover representing the major income
contributor of the Group for the year. Other incomes of the Group
were generated from rental of investment properties and from port
operations.

In the year under review, the Group recorded a gross profit of
HK$73,418,000, showing a slight drop of about 4%. However,
operating profit of the Group surged by about 327% to HK$49,186,000
as compared with that of the previous year. The marked improvement
is principally attributable to the booking of profit from property sales
as mentioned above, whilst no further provision of deficit arising from
revaluation of the Group’s investment properties in Hong Kong was
deemed necessary for the year under review.

Group net profit after taxation amounted to HK$35,455,000 for the
year, as against the loss of HK$137,000 for the previous year.
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DIVIDENDS/DISTRIBUTIONS

The Directors recommend payment of a final dividend of 2 Hong Kong
cents (2003: distribution — 2 Hong Kong cents) per share to all
shareholders whose names appear on the register of members of the
Company on 22nd December, 2004. Together with the interim
dividend of 2 Hong Kong cents per share paid, the total dividends for
the year ended 30th June, 2004 will be 4 Hong Kong cents (2003:
distributions — 4 Hong Kong cents) per share. Subject to approval of
shareholders at the forthcoming annual general meeting of the
Company, the warrants for the final dividend are expected to be
despatched to those entitled on or about 14th January, 2005.

BUSINESS REVIEW
Chaoyang Garden/The Sun Crest

During the year under review, home sales in Beijing regained its
momentum as a result of post-SARS economic revival in the latter part
of 2003. Total property sale for the year amounted to
HK$365,209,000. However, an over-supply situation in the high-end
residential sector in Beijing continued to exert pressure on price and
profit.

Construction work of the final phase (Phase III), a multi-purpose
residential/commercial complex, commenced in September 2003. Pre-
sale of this phase is planned to be in the first quarter of 2005. The
entire development is scheduled to be completed by the end of 2005.

Dynamic Cargo Centre

In the year under review, the Group’s cargo center benefited from
increases in demands for warehousing space in Hong Kong, due to the
buoyancy of re-export and the implementation of CEPA. As a result,
the Group’s cargo center maintained a high level of occupancy of
about 90% as at balance sheet date. A slight improvement in rental for
new and renewed tenancies had helped to improve operating profit
marginally.

Tung Kok Tau
In the year under review, the operating income and profit of the port

operations in Tung Kok Tau increased by about 15% and 17%
respectively.

B AEMAMRAY o Dynamic Holdings Limited
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BUSINESS REVIEW (Continued)
Tung Kok Tau (Continued)

In December 2003, the Group paid the balance land premium of about
RMB156,000,000 to secure an area of 171,788 square meters
comprising the “red-line” zone of the Tung Kok Tau site having a total
developable gross floor area (GFA) of 310,400 square meters. This
payment was made necessary by the Central Government
implementing strict policy of repossession of all unpaid lands and was
funded ultimately by the controlling shareholder of the Company.

Negotiations with the Chinese joint venture partner on the Group’s
proposed acquisition of full control over the re-development project
were on-going. However some further delays have become
unavoidable due on one hand to new city planning proposals affecting
the site, and on the other hand to the recent corporate restructuring of
the Chinese joint venture partner and its controlling organization.
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FINANCIAL REVIEW

The financial position of the Group remains sound and liquid. At 30th
June, 2004, the total shareholders’ fund of the Group amounted to
HK$749,400,000 (2003: HK$722,709,000, restated) with net asset
value per share of HK$3.42 (2003: HK$3.30, restated). Total
borrowings of the Group, both secured and unsecured, were about
HK$268,168,000 (2003: HK$190,000,000) as at 30th June, 2004,
which were in Hong Kong and United States dollars and repayable
within about two years at average interest rate of about 2.2% per
annum. As at 30th June, 2004, the gearing ratio of the Group was
about 20% (2003: 19%, restated) based on the Group’s net debt (after
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FINANCIAL REVIEW (Continued)

deducting bank balances and cash) to its shareholders’ equity. The
extent of credit facilities unutilised by the Group as at 30th June, 2004
amounted to HK$86,306,600, of which HK$9,500,000 (2003:
HK$8,000,000) was banking facilities and HK$76,806,600 (2003: Nil)
was a credit facility provided by a related company. As at 30th June,
2004, the Group pledged certain of its assets (including investment
properties with an aggregate carrying value of HK$420,000,000) to
financial institutions as security against general banking facilities
granted to the Group, and also pledged its bank deposits of
HK$21,488,000 (2003: HK$16,713,000) to banks to secure mortgage
bank loans granted to the home buyers. The contingent liabilities of
the Company for guarantees given to financial institutions in respect of
banking facilities granted to the Group amounted to HK$175,073,000
(2003: HK$198,000,000). In addition, the Group and the Company
have given guarantees in respect of mortgage loans provided by banks
to the home buyers of a property project in the PRC. At 30th June,
2004, the Group and the Company had a maximum amount of
mortgage loans which were subject to these guarantees of
HK$704,060,000 (2003: HK$488,322,000) and HK$39,000,000 (2003:
HK$15,597,000) respectively.

During the year, sufficient cashflow was generated by sales proceeds
of Chaoyang Garden/The Sun Crest, rental income of Dynamic Cargo
Centre and revenue of port operations. As at 30th June, 2004, the
Group’s bank balances and cash stood at HK$119,734,000 (2003:
HK$50,433,000) denominated primarily in Renminbi yuans. No
significant exposure to foreign currency fluctuations affected the
Group in the year under review. The funding requirements for
development projects of Chaoyang Garden/The Sun Crest and
redevelopment of Tung Kok Tau are intended to be financed by
internal resources, bank borrowings and such other means of financing
as the Directors may deem expedient.

EMPLOYEES

At 30th June, 2004, the Group had about 190 employees in Hong Kong
and the Mainland at prevailing market remunerations with employee
benefits such as medical insurance, provident fund schemes and share
option scheme.
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PROSPECTS

In Beijing, new government policies to apply strict control over the
supply of land for luxury residential projects have helped to ease
competition. Sales of the remaining residential units will be on target.
In the commercial sector, Beijing continues to experience an influx of
small and medium corporations setting up offices there. It is
anticipated that Chaoyang Garden Phase III, being specifically
designed to meet such needs, will be well-received.

In Hong Kong, continued strong re-export associated with the free
tariff arrangement on manufactured goods under CEPA will fuel
demands for warehousing space. As most tenancies of the Group’s
cargo center have been renewed during the year, rental income for the
coming year will remain stable.

The city of Shenzhen has made aggressive plans to turn the Shenzhen
Bay Area into an up-market residential area with large parks and green
belts. This, in conjunction with the completion of the so-called
Western Corridor linking Hong Kong and Shekou in 2005 will
transform the Group’s Tung Kok Tau site into a prime project. Once
negotiation with the Chinese joint venture partner has completed, the
Group anticipates to commence redevelopment of this site towards the
end of 2005 or early 2006 when the Beijing project will come to a
close thus allowing the greater part of funds and human resources to be
timely re-deployed.

APPRECIATION

I would like to thank my fellow Directors and staff for their hard work
and commitment, and our bankers and shareholders for their continued

support.
CHUA Domingo
Chairman

Hong Kong, 21st October, 2004
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