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Results of 2004

Reflecting an improvement in the performance of its operations, the
Group recorded significantly improved results in 2004. A profit
attributable to shareholders of HK$16 million was recorded compared
to the loss of HK$846 million in 2003. On a per share basis, the Group
recorded a profit of HK0.58 cents in 2004 compared to the loss of
HK29.8 cents in the preceding year. The operating profit (before non-
operating provisions and finance costs) in 2004 amounted to HK$31
million, which compared favourably to the loss of HK$126 million
incurred in 2003.

The vastly improved results for 2004 were due to the strong revenue
earned from the sale of the Group’s completed residential projects in
China and, to a lesser extent, from the sale of the remaining apartments
in Hong Kong at higher prices. The results also reflected the benefits
realized from the steps taken to control costs tightly and to improve
efficiency. Administrative expenses fell from HK$47 million in 2003 to
HK$25 million in 2004. During the year under review, the Group
continued with the restructuring and repositioning process, which caused
the divestment of several non-core and non-performing assets and
activities. Such disposals eliminated their recurring losses and high

operating expenses.

Review of Overall Performance

Turnover for the year amounted to HK$547 million compared to HK$185
million realized in 2003. This almost three-fold increase of HK$362 million
was due principally to the revenue generated from the sale of apartments
in the Group’s two completed residential projects in China, namely,
HK$237 million realized from Scenic Place (phase 1) in Beijing and
HK$130 million from The Ninth ZhongShan in Dalian.
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The property development segment became an even more dominant
component of the Group’s turnover in 2004, accounting for 97%, up
from 88% in 2003. This increase was caused by the decline in the
turnover contributed by the Infocomm business, which were divested
in June 2004.

The Group made provisions in the aggregate amount of HK$8 million,
of which HK$3 million and HK$5 million were provisions for operations

and non-operating provisions respectively.

Provisions made for operations decreased from HK$37 million in 2003
to HK$3 million in 2004, a reduction of 92%. These provisions were
made mainly for the operating losses incurred by the China operation

of Infocomm Technology Group.

The non-operating provisions were made as a result of the impairment
test carried out in accordance with the Group’s accounting policy. One
provision of HK$4 million was to write down the value of the investment

in a jointly controlled entity to its estimated recoverable amount.

Finance costs dropped considerably to HK$7 million in 2004 from HK$10
million in 2003 as a result of reductions in average bank and other
borrowings, as well as an increase in the amount of capitalized interest
expense for development projects. The repayments of bank and other
borrowings were financed primarily by the proceeds realized from the

sale of apartments in Hong Kong and China.

During the year, the Group divested some of its loss-making or non-
core assets, which included the entire Infocomm business, a 25%
effective interest in an electricity-generating plant in Wuhu, China and
the commencement of the voluntary liquidation of the venture fund,

Shenzhen Innovation Centre.

Final Dividend

The Board has resolved not to propose any final dividend for the year
ended 31 December 2004 (2003: Nil).
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Business Segments

Property Development

This segment contributed an overwhelming 97 % (HK$528 million) of
the Group’s 2004 turnover of HK$547 million compared to 88%
(HK$162 million) of total turnover of HK$185 million in 2003. On a
project-by-project basis, Scenic Place (phase 1) contributed a turnover
of HK$317 million, The Ninth ZhongShan HK$130 million and the Hong
Kong projects (Harbourview Garden and Elite Court) HK$67 million.

Business Park

Phase 1 of the Vision (Shenzhen) Business Park continued to provide a
stable income stream to the Group, with a turnover contribution of
HK$13.5 million in 2004. In addition, Vision International Centre, which
was completed in September 2004, generated a maiden income of HK$1
million. A revaluation surplus of HK$21 million was recorded from the
completion of Vision International Centre. As a result, the Group wrote
back HK$19.5 million of provision for revaluation deficit during the year.
Total contribution reported for the business park segment amounted to
HK$20 million.

Infocomm Technology

Despite intensive efforts in restructuring and consolidating the Infocomm
business segment, it continued to be loss-making although at a reduced
level. Following an in-depth review of the Infocomm business structure
and operations, the Group concluded that it was in its best interests to
divest of this segment and this was achieved on 30 June 2004. During
the six-month period up to the cessation of business on 30 June 2004,
the Infocomm business segment contributed HK$5 million (first six
months 2003: HK$4 million) to the Group’s turnover and suffered a loss
of HK$6 million (first six months 2003: HK$11 million).
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Other Operations

Other operations of the Group included the non-core investment in the
electricity-power plant in Wuhu, China. The Group entered into a sale
and purchase agreement on 20 July 2004 to sell its entire interest for a
cash consideration of RMB102.5 million (approximately HK$96.7 million)
in wholly-owned Hong Kong-incorporated Bohan Limited, which held
the 25% effective interest in the said power plant. The sale was
completed in August 2004 and the proceeds were used to repay

borrowings.

Geographical Segments

China

Following the completion of construction, the 500 residential units sold
in Scenic Place (phase 1) and 168 in The Ninth ZhongShan were
recognized as revenue in 2004. As a result, turnover from China recorded
a steep four-fold jump from HK$102 million in 2003 to HK$465 million
in 2004.

Hong Kong

The revenue earned in 2004, comprised mainly the continued sale of
apartments held in Hong Kong was HK$82 million, about the same as
the HK$83 million earned in the preceding year. However, reflecting
the revenue recognition during 2004 arising from the two completed
projects in China, the proportion of the Group’s turnover realized in
Hong Kong fell from 45% to 15%.

Assets

The total value of the Group’s assets fell by a marginal 8% during the
year to HK$ 1,539 million in December 2004. The reduction was due to
the drop in the inventory of properties held for sale as well as the

divestment of assets.
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Notwithstanding that the completion of Vision International Centre in
September 2004 increased the gross asset of the business park segment
by 48% from HK$364 million in 2003 to HK$539 million in 2004, the
total value of assets held under the property development segment fell
from HK$1,019 million in 2003 (or 61% of the Group’s total assets) to
HK$862 million in 2004 (or 56% of the Group’s total assets). The
reduction was due mainly to the decline in the Group’s inventory of
properties held for sale. The assets held by the other businesses
amounted to HK$138 million, which constituted 9% of the Group’s

total assets in December 2004.

The value of assets held in China fell to HK$1,382 million in December
2004 (representing 90% of the Group's total assets of HK$ 1,539 million),
from HK$1,432 million (representing 86% of the Group’s total assets of
HK$1,673 million) as at December 2003 due to the decline of inventory

of properties held for sale in the completed residential projects.

Shareholders’ Funds

The Group’s total shareholders’ funds increased slightly from HK$701
million as at 31 December 2003 to HK$721 million as at 31 December
2004 due to the profit realized during the year. On a per-share basis,
the consolidated net asset value of the Group as at 31 December 2004
was HK25.4 cents, compared to HK24.7 cents as at 31 December 2003.
The total shareholders’ funds were 47 % of the total assets of HK$ 1,539

million as at 31 December 2004.
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Financial Resources, Liquidity and Capital
Structure

Liquidity and Capital Resources

During the year under review, the Group’s total borrowings decreased
by 4% from HK$552 million as at 31 December 2003 to HK$532 million
as at 31 December 2004 while net debt (measured by total bank
borrowings minus cash and bank deposits) decreased slightly to HK$277
million from HK$281 million as at 31 December 2003. With the
completion of the construction of the Scenic Place (phase 1) and The
Ninth ZhongShan projects and occupation permits received in 2004,
the Group had no major outstanding capital commitments as at 31
December 2004.

The repayment of borrowings during the year caused the gearing ratio
to drop to 74% as at 31 December 2004, from 79% as at 31 December
2003.

Short-term and Long-term Borrowings
The maturity profiles of the Group’s bank and other borrowings
outstanding as at 31 December 2004 and 31 December 2003 are

summarized as follows:

31 December 2004 31 December 2003

—EENF —TET=F
+=ZA=+-—8H +=ZA=+—8
HK$ million % HK$ million %
BEEBET Bk BEEAS T B 7k
Within one year 400 75% 474 86%
In the second year - - 78 14%
In the third to fifth year 132 25% - -
Total 532 100% 552 100%

During the year under review, the Group obtained a long-term loan
facility to partially finance the development of Vision International Centre,

which was completed in 2004.
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Financial Management

Foreign Currency Risk

The Group did not use any financial instrument to hedge foreign currency
risk. Instead, the Group maintained a balanced match of renminbi
financing in its mainland projects where cashflows were denominated

in that currency to mitigate currency risk.

The denomination of the Group’s bank and other borrowings
outstanding as at 31 December 2004 and 31 December 2003 are

summarized as follows:

31 December 2004 31 December 2003

—sEnE —TE=4
+=—A=+-8H +=-—A=+—8

HKS$ million %  HKS$ million %

EBEEHET Bl E¥EET B2t
In HK$ 198 37% 167 30%
In RMB 334 63% 385 70%
Total 532 100% 552 100%
Interest Rate Risk

The Group was exposed to changes in interest rate fluctuations to the
extent that they affected the cost of funds for floating rate borrowings.
As at 31 December 2004, about 37% of the Group's total borrowings
were on a floating rate basis whilst the remaining 63% were fixed rate
borrowings. In comparison, 30% of the borrowings were on floating
rate and 70% on fixed rate as at 31 December 2003. The Group would
continue to maintain a mixture of floating rate and fixed rate borrowings
and take action to hedge against any foreseeable interest rate exposure,

if necessary.
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Pledge of Assets

The Group’s bank loans, overdrafts and other loans were secured by
certain investment properties, completed properties held for sale and
those under development with carrying values of HK$813 million (2003:
HK$753 million) and cash deposits of HK$106 million (2003: HK$153

million).

Contingent Liabilities

As at 31 December 2004, the Company issued guarantees to the extent
of HK$358 million (2003: HK$329 million) of which HK$324 million
(2003: HK$320 million) was utilized in respect of bank and other

borrowings granted to its subsidiaries.

Disposal of interests in subsidiaries and a jointly
controlled entity

On 5 June 2004, the Group entered into a preliminary agreement to sell
at a cash consideration of RMB102.5 million (approximately HK$96.7
million) its 100% interest in Bohan Limited (“Bohan”) which indirectly
held the 25% interest in the electricity-power plant in Wuhu, China.
On 20 July 2004, a sale and purchase agreement was entered into

subsequently for the disposal of Bohan.

On 30 June 2004, the Group entered into various sale and purchase
agreements to sell Nova Network Holdings Limited (“Nova”), CC-Edu
Holdings Limited (“CC-Edu”) and Campusall Company Limited
("Campusall”). Nova, CC-Edu and Campusall together constituted the
entire range of the Infocomm business and their sale represented the

Group's divestment of this loss-making activity.
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