Chairman’s Statement

EERE

STEADY GROWTH ¢ AIM FOR
EXCELLENCE

REVIEW OF RESULTS

The audited turnover of the Group for the year ended
31 December 2002 was HK$181.9 million (2001:
HK$135.4 million), representing an increase of 34%.
The consolidated profit attributable to shareholders
for the year 2002 was HK$103.8 million (2001:
HK$62.4 million), representing a growth of 66%. The
growth of business is mainly attributable to the
following factors:

Other operating expenses for 2002 decreased by
approximately HK$41.5 million as compared to 2001,
mainly because expenses for the previous year
included an extraordinary item of bad debts write-
off of approximately HK$43.6 million in aggregate.

During the year, profit from associates increased by
more than 5 times, or HK$75.2 million, of which, the
growth in the returns on infrastructure investments
was particularly significant, recording an increase of
approximately HK$15.9 million or 24%, and the
remaining was due to the disposal of several loss-
making associates in previous year. The loss shared
by the Group from those associates in 2001
amounted to HK$71.5 million in aggregate.

For 2002, the Group recorded an extraordinary gain
of HK$26.2 million from the sale of its entire interest
in SilverNet Group Limited, its associate. In 2001,
through the restructuring of International Copper
Industry (China) Investment Limited, the Group
recovered a bad debt amounting to HK$93.7 million
and hence recorded an extraordinary write-back of
bad debt provision for the same amount.
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BUSINESS REVIEW AND PROSPECT

PRC Property Investment

The Group’s PRC property investment was conducted
through Beijing East Gate Development Co., Ltd
(“East Gate”) and East Gate Plaza, which is owned
by East Gate, forms the core of the Group’s property
portfolio. During the year, rental from East Gate Plaza
was stable. Gross rental income before expenses was
approximately HK$71.5 million and revenue from
property development was approximately HK$12.8
million. In 2002, East Gate contributed HK$51.3
million after-tax profit to the Group.

In property development, the 2.8 million square feet
HaiYun Warehouse redevelopment project was
completed during the year. As a result, funds of
HK$114.4 million approximately were cashed in with
a profit of HK$21.0 million, or a return on investment
of 22%, meeting the original target. During the year,
East Gate implemented the WangJing project. The
project has a site area exceeding 1.5 million square
feet. Total floor area will be approximately 5.0 million
square feet. The project had commenced and
demolition and clearance had been completed. The
Directors believe that the project will generate
substantial profit for the Group.

In order to maintain the steady rental income of East
Gate Plaza and to develop the PRC property business,
the Group engages in property management services
in Beijing under the brand name of Beijing Yinda
Property Management Limited (“Yinda”). By
combining and exercising the three management
standards on quality, environment and safety, Yinda
has upgraded its management services to
international and professional levels. Currently, there
are 19 large-scale property projects under Yinda's
management, including commercial buildings, major
shopping malls, service apartments and residential
premises with a total floor area of approximately
20.0 million square feet. During the year, Yinda
recorded a turnover of approximately HK$61.0
million, a gross profit of approximately HK$20.3
million and an after-tax profit of approximately
HK$3.0 million, and its gross profit margin and net
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profit margin were 33% and 5% respectively. Yinda
not only ensured a stable rental return for East Gate
Plaza but also achieved good economic results for
itself. Also, in order to enhance its planning,
marketing and promoting capabilities, East Gate
jointly with RE/MAX of the United States (3% EIRE/
MAXE % £ @) would establish 1t R & E1% G K B R
A Al with the objective to apply international
advanced property management concepts and
successfully tested software management system to
the PRC property market. Currently, the company is
organizing, planning, negotiating and implementing
new development projects. The Directors expect East
Gate, with its unique business acumen, to emerge
as a market leader in the property sector.

Infrastructure

The Group invested indirectly in PRC infrastructure
projects through its 50% owned associate Cll Limited
(“Cll"). In 2002, CIl has contributed HK$81.7 million
to the Group (2001: HK$65.8 million), representing
an increase of 24%.

During the year, in order to implement the future
development plan, after an enormous amount of
complex and yet outstanding work, Cll successfully
sold its entire interest in the Shantou project to the
Chinese party, cashing in substantial funds with
reasonable return on investment. Cll is currently
having discussions with the Chinese party on certain
investment projects in Henan and Wuhan. The
discussions are expected to conclude in the same
way as the Shantou project.

Regarding future investment, Cll will focus on
pertinent infrastructure facilities in the city, such as
water, electricity and gas supply, and will ensure a
controlling interest in each of the individual project.
With this strategy, Cll has invested in T®LX XA RE
#2718 B (the Taian Natural Gas Pipelines Project) in
Taian City, Shandong Province, during the year. The
total investment was RMB220.0 million, with ClII
holding 80% of interest. Phase | of the Project had
basically completed. In addition, Cll was actively
considering a number of projects and would select
those with good potential for investment.
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Listed Investment

The Group holds an indirect interest of about 9% in
Jiangxi Copper Company Limited (“JCC"), a listed
company, and is accounted for equity.

In 2002, the Group shared HK$14.3 million of the
results of JCC (2001: HK$28.2 million), representing
a decrease of approximately 49%. The Directors are
of the view that JCC is a company of good potential.
The fall in its results was mainly due to the previous
record low levels of copper price both domestically
and internationally. The Directors believe that the
current continual rebound of copper price would
bring substantial revenue to the Group.

High Technology Investment

During the year, after a careful assessment of the
situation, the Group took decisive action in disposing
its interest in SilverNet Group Limited (“SilverNet”),
thus cashing in a working capital of HK$165.0 million.
The sale of SilverNet interest not only brought a
revenue of approximately HK$26.2 million to the
Group, but also cushioned the Group from the
adverse impacts of the subsequent burst of the
technology bubble.

Group Strategies and New Businesses

The Group has achieved substantially the strategic
objectives set by the Board of Directors, namely to
dispose of non-core investment and re-deploy
resources to core business development. The Group's
development strategy hereafter is “to develop
mainline business steadily and to expand into the
finance sector” PRC property development and PRC
infrastructure investment will continue to be the two
core businesses of the Group. The Group will assess
each investment project carefully and prudently, and
will not exceed its capabilities, thereby ensuring that
a sound financial position for the Group to obtain
recurring revenue while at the same time achieve
growth through scale.
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Furthermore, the Group is actively considering the
potential of making financial investment in China and
Hong Kong, including but not limited to securities
investment, brokerage, insurance, investment funds
and investment banking. The Directors believe that
financial investment will provide a major source for
rapid growth and expand its sources of revenue.

FINAL DIVIDEND

The Directors have resolved to recommend a final
dividend of HK$0.03 (2001: HK$0.02) per share for
the year ended 31 December 2002 payable to
shareholders whose names appear on the register
of members of the Company on 27 May 2003. The
final dividend, if approved by the shareholders in
the Annual General Meeting, will be payable on 10
June 2003.

HUMAN RESOURCES

The Group employed approximately 1,500 people at
the year end, of which 20 are staff of the head office
in Hong Kong. The remaining are PRC based and is
employed by and work for the Company’s
subsidiaries. The Hong Kong employees are
employed through a competitive remuneration
package. The PRC employees are employed pursuant
to the provision of the PRC labour law. Salaries and
bonus are adjusted and paid based on the
performance of individual employees during the year.
Other employee benefits includes provident fund,
employee compensation and medical insurance, paid
sick leaves and share option scheme.

The Group does not operate any retirement benefit
scheme itself. For Hong Kong employees, their
retirement protection is achieved by joining the
Mandatory Provident Fund Scheme. Both the Group
and the employee concerned each make a
contribution equals to 5% of the employee’s monthly
basic salary (limited to the HK$1,000 cap) on a
monthly basis. The PRC employees join the state-
managed retirement benefit scheme with
contributions made in accordance with the relevant
laws. Total retirement benefit costs for the year ended
31 December 2002 was approximately HK$1.3 million.
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EXCHANGE RISKS AND HEDGING

The Group’s income, returns and revenue from its
PRC property investment and its return on PRC
infrastructure investment are mainly denominated in
Renminbi, and the finances obtained by the Group
for PRC property investment and PRC infrastructure
investment are also denominated in Renminbi. As
such, the Directors are of the view that there is no
substantial exchange risk arising from mis-matching
of currencies in respect of revenue and investment.
Moreover, as Renminbi is not a freely convertible
currency at present, it is difficult to quantify any
potential risk associated with the exchange rate
between Renminbi and Hong Kong dollars.
Nevertheless, the Directors are of the opinion that
there will not be any substantial change in the
exchange rate between Renminbi and Hong Kong
dollars in the foreseeable future, and, as such, the
Group will not be subject to any exchange risk.

The Group did not engage in any contractual hedging
activities in respect of exchange risks at any time in
2002.

OPERATING FUND MANAGEMENT

During the year, the Group virtually redeemed all of
its convertible bonds (except for those with a
principal amount of US$0.2 million which will fall
due in August 2004), details of which are set out in
Note 32. Upon completion of the redemption of the
convertible bonds, the Group would not have any
substantial debt which is repayable in the short term,
particularly bank indebtedness.

As at 31 December 2002, the Group’s total bank
indebtedness was approximately HK$759.8 million,
of which Renminbi loans equivalent to approximately
HK$529.9 million in aggregate were operating funds
borrowed by East Gate. The loans are short-term
revolving credits drawn under a long-term banking
facility obtained by East Gate. Of the remaining
portion, approximately HK$163.4 million was
financing raised by the Group for investment in JCC.
The Group repaid the loan with its internal resources
after the balance sheet date.
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The Directors have made a forecast of its operating
fund requirements for the coming year, and have
concluded that the Company’s operating revenue plus
internal resources are adequate to meet its operating
fund requirements.

As at 31 December 2002, the gearing ratio of the
Group was 40%; the interest payment rate was 2.4
times. The net asset value per share was HK$1.6 and
the earnings per share were HK$0.08, resulted in
return on capital per share was 5%.

Note:

. Gearing ratio = (Interest-bearing indebtness — Bank
balances and cash)/Shareholders’ equity

. Interest coverage =Total earnings before interest and
tax/Total interest expenditure

. Net asset value per share = Net asset value/Total
number of issued shares

. Return on capital = Earning per share/Net asset value
per share

By order of the Board
ZHU Dengshan
Chairman

Hong Kong, 24 April 2003
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