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Strive to Establish in Hong Kong
whilst Developing Mainland Operations
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Overview

With the global economy slowing down and Hong Kong’'s economy
continuing its sluggish mode, the Group recorded less than satisfactory
performance in 2001. On top of this, substantial provision had to be
made during the year for specific investment projects and self-owned
property, resulting in an overall loss. Though faced with such great
challenges, the Group persisted in carrying through internal consolidation
and cost control and adjusted our development strategy in response to
the changing market environment. The ultimate goal is to strengthen our
financial position and to create more favourable conditions to enable us

to grasp future development opportunities as they arise.
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Step Up Control and Enhance Corporate
Governance

During the year, the Group further strengthened internal control and
improved the standard of corporate governance. An independent internal
audit department was set up whilst the supervision of operations of
subsidiaries was enhanced. Several focused measures were implemented,
including, further scrutiny over the approval procedures of construction
contracts and profit margin guidelines for tenders, streamlining headcounts
and organization structure, all with the aim of achieving a more effective

and rational resource allocation.

Strive to Establish in Hong Kong Whilst
Developing Mainland Operations

Apart from active internal reengineering, various subsidiaries under the
Group gradually adopted the principal market development strategy of
“Strive to Establish in Hong Kong whilst Developing Mainland Operations”
as the economic conditions in Hong Kong and China continued to evolve.
In a nutshell, the strategy calls for utilizing the existing comparative
advantage of Hong Kong in terms of technical skill and talent to actively
explore mainland business, ultimately achieving higher economic benefit.
The strategy has brought excellent results, with the Group succeeding in
securing a number of contracts and negotiation on several projects are

now underway.

In the past, Jaeger Group focused its business mainly in the Southern
China market. However, it has now set up distribution bases in several
important industrial cities in Western China. Overseas, Jaeger has extended
its reach to a number of Southeast Asian countries. At the end of the year,
distribution agencies were set up in Singapore, Malaysia and Thailand
respectively. In the area of product development, in May 2001, Jaeger
successfully re-gained the sole distributorship in Hong Kong and China of
Nichibei’s range which is the top range of die-casting product series in

Japan. The potential of this project is most promising. e ! L
In specialized construction business, Condo Greup,:
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During the year, Polycrown Group succeeded in signing up several E&M
projects in both China and Hong Kong. As at 31 December 2001, value
of contracts in hand was approximately HK$266,675,000. As regards the
environmental protection business, Polycrown has selected several
equipment and systems as the main focus of development. The HKSAR
government’s commitment in promoting the use of energy-efficient
products and the mainland government’s stepped up effort in tackling
problems caused by environmental pollution will definitely be conducive

to the marketing and sales of these products.

Enful Group also achieved significant growth in turnover against the
previous year. Agreements were concluded with several reputable
companies. It is our belief that these agreements will generate steady
revenue for Enful. During the year, its Bridgman fire door production
plant in Dongguan installed new production equipment in a bid to support
increasing number of orders from mainland customers. At the end of
2001, value of Enful's contracts in hand amounted to approximately
HK$35,000,000.

Prospects

Looking ahead, with China’s success in winning the right to host the
2008 Olympics, the construction industry in China is destined for a full
boom. We are confident that this will benefit the Group’s specialized
construction operation. In addition, in a bid to develop business in regions
outside Hong Kong, the Group will strive to strengthen the internal risk
management and control mechanism, and to actively establish a self-
improvement system in operational management. This will, beyond any
doubt, effectively promote out operational efficiency and profitability to
a new level, as well as enable the Group to grasp any opportunity which
may emerge as the economy recovers. We will continue to closely monitor
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the market development in both: C

expanding our customer network

return to our shareholders.

gratitude to the management and all our stahe:'

hardwork. | would also like to call on all our sharehold

By order of the Board

Gao Dezhu

Chairman

23 April 2002
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