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MANAGEMENT DISCUSSION AND ANALYSIS & B & &I & & 70 #r

GENERAL OVERVIEW e

The Group recorded a consolidated loss after tax and minority interests of ~ AEEREE " FF 4HF+ A =+—HIE
approximately HK$28.64 million for the year ended 31st December, 2002 AP BRAT BRI R D OB SRR 2 1R A B TR AN
(2001: HK$539.34 million). The basic loss per share for the year was 1.63 28,640,00045 7T (- FFE—4F 1 539,340,000%5
HK cents (2001: 40.24 HK cents). There was an improvement from the — 7¢) o A4F B 45 IR A G 18 /5 16308 A1l (=%
results in 2001 which have been adversely affected by a huge loss incurred F—4E 4024l o FBEW FE AT
in relation to the Group’s investment in Tomson Group Limited (“TGL”), SR » R%ARFE R B AR S B AE O AR A TR
a listed company in Hong Kong. sE (REEER] >, —FEFEBEHAR 2
B R E KR 2 -
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The operation of the Group during the year was attributable to the property
development and investment in Macau and Shanghai and has yet to make

any positive contribution to the results.

Administrative expenses were the major outlay for the year because
additional professional fees and related expenses were incurred in share
placements, issuance of warrants and other corporate transactions. In
addition, there was an increase in daily operating expenses since the Group

has directly involved in its property development projects in Shanghai.

For the Group’s investment in TGL, an unrealised holding loss of
approximately HK$28.82 million was charged to while a gain on
re-measurement to fair value of obligations under those outstanding
warrants issued by the Group of HK$10.66 million was credited to the
income statement for the year in accordance with the Group’s accounting

policies.

OPERATIONS REVIEW

During the year, the Group was mainly engaged in property development
and investment, and investment holding which was a strategic investment
in listed securities. Property projects in Shanghai are either in progress or
in planning stage, so the Group’s operating results for the year under review

were wholly attributable to property development and investment in Macau.

The Group holds a number of units of shops and carparks in Macau for
sale and its turnover for the year was derived from car parking fees therein.
An investment in a residential unit in Macau was realised in May 2002 and
a loss on disposal was resulted. Besides, the Group has a 60% interest in a
plot of land in Taipa, Macau of which development plan has yet to be

concluded.

Zhangjiang Tomson Garden Phase 1 (Villas)
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MANAGEMENT DISCUSSION AND ANALYSIS & B & &I & & 70 #r

Property Development and Investment in Shanghai IR PL/E397Y 835y

To strengthen the property development capacity in Shanghai, the Group AN Fiff 2 Y2 RaE S - AERINE
has acquired interests in two companies incorporated in mainland China, A B s B g [T v B A 3t i 2 A Rl 2
namely Fi#KEEZEAR/A T and Shanghai Zhangjiang Micro- HEAR > 0Bl B RE B A BRAF I L
electronics Port Co. Ltd. during the year. These two companies are  SRVTIME TUAFRA A %8 WiH A 7 F 24
principally engaged in property development and investment in Zhangjiang 5+ [ i IR SRR VT = B [ I 2 ) 2658 Je J 4%
Hi-Tech Park, Pudong, Shanghai. % -
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Zhangjiang Gao

-Tech Park

LA EFEARL A

The Group became to hold a 93.53% interest in the registered capital of -
R EEAM/AF (“the Subsidiary”) upon completion of an
acquisition of a further 32.75% interest in May 2002 at a consideration of

US$5.01 million (approximately HK$39.08 million).

The Subsidiary plans to develop a residential project named as ¥ i 5% 52
by three phases on two plots of land in Zhangjiang Hi-Tech Park, Pudong,
Shanghai with a total gross floor area of approximately 131,000 square
meters. The first phase of the development comprises 12 apartment houses
of 5 or 7 storeys and its construction has commenced in October 2002 and
is expected for completion in mid 2004. Marketing programme is scheduled

in the third quarter of 2003.

Shanghai Zhangjiang Micro-electronics Port Co. Ltd.

Shanghai Zhangjiang Micro-electronics Port Co. Ltd. (the “Joint Venture”)
is an associated company of the Group who acquired a 37% interest in the
registered capital thereof in September 2002 at a consideration of

RMB229.22 million (approximately HK$214.22 million).

The Joint Venture has a land reserve of a site area of around 1.4 million
square meters in Zhangjiang Hi-Tech Park, Pudong, Shanghai and is now
developing a residential project called Zhangjiang Tomson Garden (Phase I)
comprising three-storeyed villas and apartment houses of 8 to 16 storeys, a
commercial centre and blocks of intellectual office buildings. It is expected
that these three projects will be completed by the second half of 2003. The
pre-sale of the residential villas was launched in October 2002 and was

warmly received by the market.
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MANAGEMENT DISCUSSION AND ANALYSIS

B I o A

Securities Investment

As at 31st December, 2002, the Group held 160,088,465 shares in TGL,
representing 14.76% of the total issued share capital of TGL, as strategic

investment.

To divest its passive investment in TGL and acquire additional capital to
facilitate the Group’s property development in mainland China, the Group
issued on 6th May, 2002 a total of 134,045,542 warrants by way of an open
offer to shareholders of the Company on the basis of one warrant for every
ten shares held in the Company on 10th April, 2002 at an issue price of
HK$0.15 per warrant. The net proceeds from the issuance of the warrants
were used as general working capital of the Group. Each warrant entitles
its holder the right to purchase in cash one TGL share held by the Group at
an exercise price of HK$0.75 per share (subject to adjustment). Up till the

date of this Report, 812,257 warrants were exercised.

Should the remaining 133,233,285 warrants be exercised in full before the
expiry of their exercise period at 12:00 noon on 5th May, 2003, the Group’s
interest in the issued share capital of TGL will be further reduced to 2.48%.
Any outstanding warrants would become void after the expiry of the exercise

period and the relevant TGL shares will be retained by the Group.

INTRODUCTION OF NEW INVESTORS

The Company completed two placements of an aggregate of 1,268,091,085
shares in May and September 2002 and a total amount of capital of
HK$303.62 million was raised and mainly used for acquisition of interests

in the Subsidiary and the Joint Venture mentioned above.
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Upon completion of the two placements, Best Central Developments
Limited (“Best Central”), being one of the placees, became the single largest
shareholder of the Company holding a 29.9% interest in the Company’s
issued share capital. As announced by the Company in March 2003, a
wholly-owned subsidiary of Shanghai Zhangjiang Hi-Tech Park
Development Co., Ltd. (“Zhangjiang Hi-Tech”), a listed company in
Shanghai, acquired the entire issued capital of the holding company of
Best Central on 17th March, 2003. Hence, the Zhangjiang Group including
Zhangjiang Hi-Tech together with its holding company, Shanghai
Zhangjiang (Group) Co., Ltd. (a wholly state-owned enterprise in mainland
China), became a 29.9% single largest shareholder of the Company. The
Board was informed that the Zhangjiang Group intended to hold its interest
in the Company as a long-term investment and maintain the listing status
of the Company. There is no plan for the Zhangjiang Group to inject its
assets or businesses into the Group or dispose of any of the Group’s asset
or business or change the principal businesses of the Group. The Board
welcomes the Zhangjiang Group to become a substantial shareholder and
believes that the closer association with the Zhangjiang Group will be

beneficial to the Group’s development in mainland China.

On the other hand, TGL through its wholly-owned subsidiary has
subscribed for shares in the Company under the aforesaid placement in
September 2002 and now holds a 9.8% interest in the issued capital of the
Company.

FINANCIAL REVIEW
Liquidity and Financing
The Group’s capital expenditure and investments for the year ended 31st

December, 2002 were mainly funded from subscription monies received

from the share placements, cash on hand and borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

B I o A

At the balance sheet date, the cash and cash equivalents of the Group
amounted to approximately HK$11.26 million. During the year under
review, the Group’s operations absorbed a cashflow of approximately
HK$13.23 million. In the same year, cash of approximately HK$288.69
million was spent in investing activities of the Group. After accounting for
the cash inflow of approximately HK$310.65 million from financing
activities of the Group, the net cash inflow of the Group for the year
amounted to approximately HK$8.73 million (2001: net cash outflow of
approximately HK$14.86 million).

At the balance sheet date, all the liabilities of the Group were due for
repayment within one year and the gearing ratio (total liabilities to
shareholders’ funds) of the Group was 8.39% (2001: 14.77%).

The Group's borrowings at the balance sheet date amounted to HK$15.43
million, equivalent to 3.46% of the Group's shareholders' funds at the same
date. Amongst the said borrowings, HK$9.43 million was provided by a
financial institution and was secured by a piece of land in mainland China
while the remainder was an unsecured loan financed by a Director of the
Company. All of these borrowings were due for repayment within one
year from the balance sheet date. It is the current plan of the Group to
repay these borrowings out of future operating revenue and sale of
miscellaneous surplus assets/investments of the Group. The major
shareholders of the Company have confirmed to continue their support to
the Group and possible plans are being implemented to reduce the

borrowings, hence the Board is confident with the solvency of the Group.

In addition, the Group had capital commitments in respect of construction
of properties under development contracted for but not provided
amounting to approximately HK$2.96 million at the balance sheet date
(2001: capital commitments of approximately HK$177.66 million of which

HK$126.9 million was authorised but not contracted for).
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Charge on Assets

As at 31st December, 2002, the Group pledged a piece of land in mainland
China with a carrying value of approximately HK$86.46 million to a bank

to secure a short-term loan of the Group.

As at 31st December, 2001, the Group pledged certain shares in TGL with
an aggregate carrying value of approximately HK$108.56 million to secure
a general banking facility of the Group. The charge was released upon full

repayment of the facility in February 2002.

Foreign Exchange Exposure

As all of the assets and liabilities of the Group are denominated in Hong
Kong Dollars or Macau Pataca or United States Dollars or Renminbi, the

Group does not expect any significant exchange risk exposure.
Contingent Liabilities

The Group had no material contingent liabilities during the year under

review.

PROSPECTS

The Board is confident in the future prospects of the property market in
mainland China, especially in Shanghai. It also believes that the close
association with the Zhangjiang Group, the single largest shareholder of
the Company, will not only assist the Company in identifying investment
opportunities in mainland China and consolidate the Group’s relationship
with the local government authorities therein, especially in the area of
Pudong, Shanghai, but also create a better corporate identity which will
enhance the Company’s ability to raise financing for its development

projects.
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MANAGEMENT DISCUSSION AND ANALYSIS

B I o A

On the other hand, the Group will be cautious in evaluating any feasible
restructuring proposals for its property investment portfolio in Macau and

also any development opportunities for the vacant site at Taipa.

DIRECTORS AND STAFF

The Board of Directors was pleased to appoint Mr Ji Jie Ping as Executive
Director of the Company during the year and welcome the joining of Ms
Hou Chun as Independent Non-executive Director of the Company after
the resignation of Madam Tung Wai Yee in January 2003. The Company
wishes to express its appreciation to Madam Tung for her valuable

contribution to the Company during her tenure.

The Group employed 30 employees in its various offices in Hong Kong,
Macau and Shanghai as at 31st December, 2002. The total staff cost for the
year amounted to approximately HK$614,000. Remuneration paid to
salaried staff of the Group is determined by reference to market terms and
individual performance and qualifications. In addition, the Company has
adopted a share option scheme pursuant to which options are allowed to
grant to directors and employees of the Company and its subsidiaries to

subscribe for shares in the Company.

The Board would like to express its heartfelt gratitude to all the staff

members of the Group for their dedication and loyalty over the years.

On behalf of the Board
Sung Tze Chun

Executive Director

Hong Kong, 15th April, 2003
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