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This statement is provided in order to present a balanced review
of the Group's operation for the year ended 3| December 2000.
The following comments should be read in conjunction with the
audited consolidated financial statements of the Group and the

related notes.

RESULTS

Total turnover of the Group for the year under review amounted
to HK$27,147,000 (1999: HK$107,219,000), showing a decrease
of 75% as compared to that recorded for the same period in the
previous financial year. After deducting the cost of sales, the
Group suffered a gross loss of HK$81,800,000 (1999:
HK$23,767,000), showing an increase of 2.4 times over the
previous financial year, including provision for diminutions in value
of completed properties held for sale in the amount of

HK$85,119,000 (1999: HK$11,777,000). The following other
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operating expenses has been deducted to give the loss from

X operating activities:
—EERE —NANF
2000 1999
FET TETT
HK$’000 HK$'000
MBEEVMHEEN 2RSS Provision against deposits paid for
P 1E A4 investment properties 4,700 600
BRPMEREER Provision for diminution in value of
property under development 3,600 —
A W) 5 E Al Deficit on revaluation of investment properties 6,687 22,488
HEREMEMBEE Loss on disposal of investment properties 12,796 8,278
& M B A R PTEUE 18 Loss on disposal of a subsidiary 1,654 —
7 B 8 Goodwill written-off 53,879 —
JE W R BR B R B Provision against doubtful loan receivable — 600
R ETRARE 2 RE Net unrealized holding losses less gains
R/ EBERENFE on short term listed equity investments — 1,253
83,316 33,219

48 B TK B 183 187,144,000 7T (—
AANE + 78,150,000 7T) - B2 —
M FEMEERELER - £ 14
& —_EETFPRFE 2 RRENS
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Loss from operating activities amounted to HK$187,144,000
(1999: HK$78,150,000) representing an increase of |.4 times

over the previous financial year. Net loss from ordinary activities

attributable to shareholders amounted to HK$209,659,000 in the
financial year 2000 (1999: HK$114,328,000), showing an increase

of 83% over the previous financial year.
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During the year under review, in order to lower the gearing ratio,
the Group has been disposing and realizing certain properties and
investments of the Group and has ceased its business operations in
areas of financial services and securities trading that require
substantial working capital. The property market is still not
recovering. The Group has been operating in a difficult business
environment in Hong Kong. The increase in net loss is mainly the
result of the Group's provision for diminutions in value of the
Group's properties and investments in a total amount of
HK$153,985,000 (1999: HK$34,865,000), representing 73% of the
year's total loss. Such provision is only a one-off arrangement and
non-recurring and in the foreseeable future the Group will not be
required to make substantial provision in respect of the Group's
property business. As the Group seeks opportunities to realize its
properties and focus its resources and investments on profitable
advanced technology-oriented business operations, the management

is confident that the Group’s results can be improved in future.

In May and August 2000, the Group has successfully raised around
HK$200 million by placing 1,001,679,382 new shares.The fund was
used as working capital and to repay substantially all the Group’s
indebtedness. By the end of 2000, the Group’s financial status was
solid and healthy with only outstanding mortgage loans and finance
lease payables in a total of HK$3,954,000. In addition, gearing ratio
was substantially reduced from 1.26 (recorded at the end of last
year) to 0.01, only three residential properties located in Hong
Kong were pledged and the net cash balance in hand amounted to
over HK$ 100 million. With the smooth completion of the Group’s
debt restructuring exercise, it helps the Group to speed up the

implementation of its future development plan.
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Following the restructuring of the management and the
acquisition of Mings Vision, the number of the Group's staff as at
the end of the year was 40 (1999: 14), increased by |.9 times.
The total remuneration of the Group's staff (including directors)
amounted to HK$5,282,000 (1999: HK$4,295,000), representing

an increase of 23%.

BUSINESS REVIEW

In view of the depressing property market in Shanghai, PRC, the
Group has temporarily withheld all the trading of its completed
properties. Against this backdrop, the service apartments in Jing
An District, Shanghai still managed to generate some profits from
the rental income after deducting the expenses during the period

under review.

Mings Vision, the Group’s medical business operation in the field
of ophthalmology treatments, set up an additional Photo
Refractive Keratectomy (PRK) Centre in Hangzhou in 2000,
increasing the number of PRK Centres to a total of four Mings
Vision is still in an initial stage of development and the
management has been endeavouring to rationalize the business

under limited operating scale and capital resources.

While pursuing its business restructuring, in addition to being
administered under rules applicable to corporation, the Group
carried out management reengineering, gradually improving its
organizational structure and management system as well as
introducing incentive schemes including share options. During

the period under review, the Group has also invited international
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as well as China’s renowned management consultants to carry

out a full-scale study and consultation programme on the
Group's current and future business development and strategy.
The consultation study serves to set the scene for the Group’s

future exponential growth and development.

PROSPECTS

The Group first announced its intention to acquire Dawning in
September 2000 and the acquisition was formally executed on 8
March 2001. The Group entered into a sale and purchase
agreement with Beijing Dawning Computer Corporation,
Shenzhen Investment Holding Corporation, Chongging Zhaohua
Technology Company Limited, Sichuan Provincial Investment
Group Company Limited and Beijing Hi-Tech Company Limited
to acquire the entire interest in Dawning for a total consideration
of RMB215,000,000 (approximately HK$201,000,000). The
consideration was settled by the issue of new shares and

convertible notes.

Dawning's mission is to become the backbone enterprise in
China’s information industry. Dawning is the only UNIX/RISC
server manufacturer in China and it is also the only company in
China that has the capabilities to produce an extensive range of
computer servers with a price range from RMB20,000 to tens of
millions RMB and the only systems integrator in China owning its
brand of high performance servers. Dawning is chaired by Dr. Li
Guojie, a famous computer expert and head of the Computation

Institute of the Chinese Academy of Science. The science team
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under his leadership owns more than |0 patents of invention and
Dr. Li's work receives technical support from the Computation
Institute of the Chinese Academy of Science, the National
Research Center for Intelligent Computing Systems and the
National Research Center for High Performance Computers.
Dawning has always abided to its four management concepts, to
serve the network, make alliance for providing integrated
solution, the Dawning services express and its pledge to the
SUMA standards i.e. the Scalability, Usability, Manageability and
Availability of its servers to coincide with its product marketing
and services support. “Dawning 3000", a new superserver
launched in February 2001, receives very encouraging market
response and orders for its rush in even before the official launch

of this new product.

Dawning is developing its business in the high performance
servers market and has been actively pursuing cooperation with
major industries, corporate clients, data centers as well as
application services providers (ASP). Capitalizing on its
established brand name and reputation, Dawning promotes
domestic small size servers within the country so as to increase
its market share in the servers market. Dawning is also in the
process of negotiating with a number of well known multi-
national information technological companies and manufacturers
to work together on the design, development and production of

low to medium range servers as well as the related chips and

circuit board with a view to penetrating the international market.

21



SREEDERENEEESHNER
BB - E—FELAREEER
BEENBREE ENEBRE - M
UBERZ R RIGRASAEBZOLE
& o

EEFEE®
HITEFFRMEH
BEL

FB —EE-FWOANA

22

The Group will continue to look out for investment
opportunities in high quality advanced technology. Riding on
Dawning’s full range server products as the Group's business
focus, we shall take further steps in expanding our scope of
business in the area of information industry and advanced

technology.

By Order of the Board
Gong Hanbing

Executive Director & President

Hong Kong, 9 April 2001



