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MANAGEMENT DISCUSSION AND ANALYSIS
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GENERAL OVERVIEW

The Group reported an audited consolidated net profit of approximately
HK$161.16 million for the year ended 31st December, 2002, an increase of
52% on that for last financial year of HK$106.37 million. The basic earnings
per share for the year was 14.86 HK cents (2001: 9.89 HK cents). The results
were attributable to a sound improvement in the turnover for the year under
review with a record of HK$1.30 billion (2001: HK$1.21 billion) in addition

to a reduction in operating expenses.
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OPERATIONS REVIEW

The Group’s operations and assets are principally situated in Shanghai of

mainland China.

In term of business segments, the results of the Group for the year were
mainly attributable to property development and trading which accounted
for nearly 90% of the Group’s revenue for the year as well as around 63%
and 65% of the Group’s total assets and total liabilities respectively as at the
balance sheet date. The other principal businesses of the Group included
property investment, industrial operations, leisure activities and securities

trading, ranking in order of their respective contribution to the revenue.
Property Development and Investment

All the property development and investment projects of the Group are in
Shanghai, with a focus on Pudong area. Residential development remains

the major business line of the Group.
Tomson Golf Villas and Garden

Tomson Golf Villas and Garden is a large-scale residential development
project developed by phases around the periphery of Tomson Shanghai
Pudong Golf Club in Huamu District of Pudong, Shanghai.

Up till now, the Group has already completed 6 phases of Tomson Golf
Villas, which are detached and semi-detached houses. All saleable area of
the first four phases were totally sold while a sale of 65% of the gross floor
area of the other two phases was completed. Construction of a new phase
of a total gross floor area of around 38,000 square meters commenced in
December 2002 and is scheduled for completion in the first quarter of 2004.
The Group is now planning a development of another phase of Tomson
Golf Villas.
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MANAGEMENT DISCUSSION AND ANALYSIS

Tomson Golf Garden
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Tomson Golf Garden is a development project of high-rise apartments and

around 70% of its total gross floor area were sold.

Tomson Garden

Tomson Garden is a residential property project in Zhangjiang Hi-Tech
Park of Pudong and next to Tomson Shanghai Pudong Golf Club. Phases 1
and 2 were completed in 2002 and a sale of nearly 95% of their total gross
floor area was recorded.

Xingguo Garden

Xingguo Garden is located at Changning District of Puxi, Shanghai and

has made a sale of total gross floor area up to roughly 70%.
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Fortune World Tomson Harbour View Garden

The Group is now developing a high-rise residential property project in
Pudong along the Huangpu River. It is expected that the construction works
will be completed in the second quarter of 2005 and a marketing programme

will be launched in the third quarter of 2003.
Tomson Business Centre

Tomson Business Centre is a composite building situated in Lujiazui Finance
and Trade Zone of Pudong, Shanghai. The commercial podium and the
carpark basement are held for investment while the residential/office towers
are earmarked for sale. Over 95% of the total gross floor area of the
residential/office towers have been sold while the remaining units are being

leased as serviced apartments.
Rainbow Townhouse

The Group has developed a series of townhouses named as Rainbow
Townhouse in Puxi, Shanghai together with a local developer there and all

the gross floor area have been sold out.
Commercial and Industrial Buildings

Tomson Financial Building in Lujiazui Finance and Trade Zone, and
Tomson International Trade Building and Tomson Waigaogiao Industrial
Park in Waigaogiao Free Trade Zone continued to generate a steady rental

income to the Group.
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A project of low-rise villas of a total gross floor area of around 125,000 S IEF{H| 7 i HUHh [ 55 e — 8 AR T AR
square meters is being planned in Pudong and will be developed by phases. ~ %7125,000°F- /7 K Z K@ HI B2 IE H > 3%IHH
It is expected that the first phase will start for construction in the third e R o A WP —F =
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The Group has an interest in a plot of land situated in Jinqiao-Zhangjiang,
Pudong, Shanghai, comprising an area of 800,000 square meters for
development of an 18-hole golf course and an area of 680,000 square meters
for residential development. The development was behind schedule and

the management will closely monitor its progress.

Hospitality and Leisure Industry
Tomson Shanghai Pudong Golf Club

Though the operation of Tomson Shanghai Pudong Golf Club, an 18-hole
golf course in the centre of Pudong, Shanghai, still reported loss for the
year, the situation is improving. The management will organise a series of
tournaments to enhance its popularity and increase its revenue and a

promotion programme will also be launched for club memberships.

Hotel Inter-Continental Pudong Shanghai

The Group holds a 50% interest in Hotel Inter-Continental Pudong
Shanghai. The hotel was under renovation in 2002, hence its average

occupancy rate dropped slightly to around 66% during the year.

The operation has not yet made any contribution to the results of the Group
as it was still suffered from burden of hefty financing and depreciation
charges. After the completion of the renovation works of the hotel in March

2003, it is expected that the operation will be break-even in 2003.
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Industrial Operations TRE

The entire interest of the Group in Zibo PVC pipes operation was disposed 748 [ A T 1RV 605 2 28B4 £ 74 —
of in January 2002. The Group now operates a factory manufacturing PVC ~ FZ " 4F— H 8 o AREFH BN LS
pipes and fittings and holds an investment in ready-mixed concrete — —[H{ESFBE LB RERNRE - DL
operation in Shanghai to complement with its property development A —JH% Lifg 2 FEPHREE T EBRE -
projects. With the effort of the staff and management, the industrial ~— PAFAHYZERFEIE - Bk 5 THEH
operations made profit during the year. JESS 1 > T3S NNAE L A kA A o
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omson Waigaoqiao
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Tomson Financial Building
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Strategic Investment

The Group is interested in 9.8% of the issued capital of Rivera (Holdings)
Limited (“RHL”), a listed company in Hong Kong, after completion of a
subscription of 255,676,326 shares in RHL in September 2002 at a total
consideration of HK$63.92 million. The investment is intended to be held

on a long-term basis.

In addition, the Group holds a 13.5% interest in the registered capital of a
joint venture established in mainland China. The principal business of the
joint venture is land and property development in Zhangjiang Hi-Tech Park,

Pudong, Shanghai.

FINANCIAL REVIEW
Liquidity and Financing

The Group’s capital expenditure and investments for the year were funded

from cash on hand, operating revenue and bank borrowings.

At the balance sheet date, the cash and cash equivalents of the Group
amounted to approximately HK$912.40 million. During the year under
review, the Group generated a cashflow of approximately HK$624.66
million from the operations. In the same year, cash utilization of
approximately HK$461.95 million was spent in investing activities,
financing activities and tax payment of the Group. Hence, the net cash
inflow of the Group for the year under review amounted to approximately
HK$162.71 million (2001: HK$575.15 million). The drop in the cash inflow
was mainly attributable to a reduction in proceeds of pre-sale of properties

under development in 2002.
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Tomson Business Centre
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The Group’s borrowings as at 31st December, 2002 amounted to
HK$114.09 million (2001: HK$369.57 million), equivalent to 3.27% (2001:
11.14%) of the Group’s shareholders’ funds at the same date. Amongst those
borrowings, HK$100.39 million were financed by bank loans under security
and the remainder was an advance from a jointly controlled entity of the
Company. Of the total borrowings, 88% were due for repayment within
one year from the balance sheet date while the rest had no fixed terms of

repayment.

At the balance sheet date, the Group’s capital commitments in relation to
expenditure on properties under development amounted to approximately
HK$968.80 million (2001: HK$820.33 million). The Group anticipates to
fund those commitments from its future operating revenue which includes
proceeds from pre-sale of properties and from bank borrowings and other

sources of finance where appropriate.

The Group made a great improvement in its financial position with a current
ratio of 3.53 (2001: 1.65) and a gearing ratio (total liabilities to shareholders’
funds) of 16.56% (2001: 37.37%) as at 31st December, 2002.

Charge on Assets

As at 31st December, 2002, assets of the Group with an aggregate net book
value of approximately HK$546.16 million (2001: HK$861.01 million) were
pledged to banks for general banking facilities of the Group and mortgage
finance granted to buyers of properties developed by the Group or the
Group’s jointly controlled entity.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Foreign Exchange Exposure

The Group does not anticipate any material foreign exchange exposure
since its cash and cash equivalents held, borrowings, revenue and expenses
are denominated either in Hong Kong Dollars or Renminbi or United States
Dollars.

Contingent Liabilities

As at 31st December, 2002, the Group had contingent liabilities in the

following aspects:

(a) provision of undertaking to various banks in relation to mortgage
finance granted to buyers of properties developed by the Group and

its jointly controlled entity;

(b) provision of rental guarantee to buyers of a property developed by

the Group; and

(c) alegal claim filed against the Company by an ex-director regarding
his exercise right of a share option granted to him under the Company’s

employee share option scheme.

The Directors are of the opinion that it would be unlikely for the Group to
suffer any material financial loss owing to the above issues, details thereof
are shown in Note 25 to the financial statements of the Group for the year

on pages 97 to 101.

PROSPECTS

The development base of the Group will remain in mainland China,
especially in Shanghai in the coming future. The Board believes that
Shanghai will no doubt be an ideal investment destination following a
successful bid to host the World Expo 2010 and a plan to open a Universal
Studios theme park in 2006. Multinational companies are expected to flock
to Shanghai to set up representative offices and then expand operations. In
addition, Shanghai, acting as the centre of the Yangtze River Delta, also

attracts huge domestic investment from neighbouring provinces. All these
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incoming investors will fuel demand for both commercial and residential
properties in Shanghai, hence, the Board remains buoyant about the

property market there.

Though the local government takes steps to avoid the escalating prices in
the overall residential market, the Board is confident that housing prices in
Shanghai will be on a rising trend because the city’s economy continues to

keep a double-digit growth and housing demand is strong.

Apart from focusing its resources on the property development in Shanghai,
especially high-end residential market in Pudong, the Group will
contemplate and evaluate with caution any other investment opportunities

to further the Group’s development.

DIRECTORS AND STAFF

There are a total of 9 directors in the Board throughout the year under

review and 2 of them are independent non-executive directors.

As at 31st December, 2002, the Group employed around 800 employees in
aggregate in its various offices in Hong Kong, Shanghai and Taiwan. The
total staff costs excluding emoluments paid to the Directors during the
year under review amounted to approximately HK$33.84 million.
Remuneration and benefit packages are generally structured with reference
to market terms together with individual responsibilities, performance and
qualification. In addition, the Company has established a share option
scheme pursuant to which options are allowed to grant to directors and

employees of the Group to subscribe for shares in the Company.

Taking this opportunity, the Board would like to thank all the staft members

of the Group for their diligence and support over the years.

On behalf of the Board
Hsu Feng
Managing Director

Hong Kong, 15th April, 2003
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