CHAIRMAN'’S STATEMENT

FINANCIAL RESULTS

For the yeur ended 30 June 2002, the Group produced u
turnover of upproximutely HK$56,635,000, u 19.03%
increuse from lust year’s turnover of HK$47,579,000. The
loss uttributuble to shareholders for the yeur umounted
to upproximutely HK$144,740,000.

BUSINESS REVIEW

Operating of convenience stores

On 26 April 2001, the Group purchused from Goldhill
Holdings Philippines, Inc. the entire 100% interest in Goldhill
Merchandising Inc. ("Goldhill”). The principul business of
Goldhill is provision of retdil premises, leusing fucilities und
eyuipment und exclusive wholesule supply of
merchandise to 16 convenience stores in the Philippines.

The Group had uppointed un independent third purty us
u munyer of Goldhill for 2 yeurs for un uhderwriting
income of 30,000,000 pesos (eyuivulent fo upproximately
HK$5.1 million) euch yeur. An underwriting income of
upproximutely HK$4.17 million hud been received by the
Compuny during the yeur.

Manufacturing and trading of multi-media and digital
communication products

Due to sluyyish economy recovery in the Hony Kony
economy und ubundunt supply of Multi-media und diyitul
communhicution products in the Greut Chinu reyion,
munufacturing und trading of multi-mediu and digitul
communicution products had contributed upproximately
HK$0.25 million to loss from operutions despite recordiny
u turnover of upproximautely HK$56.7 million.
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DISPOSAL AND WINDING UP OF SUBSIDIARIES

The Group hud disposed of u subsidiury, Henredon
Holdings Limited, ut a considerution of upproximutely
HK$2.78 million during the yeur und recorded u guin on
disposul of HK$1.2 million in the income stutement.

The High Court issued windiny up order to CIL Decorutive
Products Limited on 10 April 2002. This subsidiury was u
dormunt compuny with net deficit und did hot huve
finunciul sighificunce to the Group. The munugement
cohsidered it wus in the best interest of the Group to
ullow this subsidiury to be wounhd up. A guin on
disconsolidution of HK$2.54 million wus credited to the
income stutement.

LIQUIDITY AND FINANCIAL RESOURCES

The Group hud net current liubilities of HK$156 million us
at 30 June 2002. Since there wus u heyutive equity ut
the bulunce sheet dute, culculution of geuring ratio is
not upplicuble.

During the yeur, the munuygement wus in heyotiution with
dll the creditors of the Compuny for u settlement proposal.
Detuils of the debt restructuring plun und its outcome

ure set out in the section “"Restructuring proposul” below.
FOREIGN CURRENCY EXPOSURE

The Group does not huve sighificunt foreigh currency
exposure except that the underwriting income of
30,000,000 peso (upproximutely HKS5.1 million) receivable
from the munagyer of Goldhill in the subsequent yeur,
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CHAIRMAN'’S STATEMENT

EMPLOYEES INFORMATION

The Group hud 60 employees of which 26 ure employed
overseus by Goldhill. The Compuny hus u shure option
scheme und oh 19 Murch 2002, un option ugreement
(“Agreement”) wus entered into with d related compuny,
in which Mr. Ke Jun Xiuny is the beneficiul owner. Pursuunt
to the Agreement, 2,000 million options were exercisuble
ut HKS$0.01 per shure within twelve months if the reluted
compuny fulfiled certuin conditions specified in the
Agreement. The conditions were subseyuently completed
oh 16 Muy 2003.

CHARGES ON GROUP ASSETS

The Group’s investment in a wholly-ownhed subsidiury,
Collections Internutionul Limited hus been pledyged to un
independent third purty for u loun of upproximutely HKS$4
million. Collections Internutional Limited is the holdiny
compuny of u property development joint venture project
in the People’s Republic of Chinu, Full provision for
impuirment loss hud beenh mude ut 30 Juhe 2002.

The Group’s property of currying value of upproximutely
HK$20 million toyether with the Compuny’s yuuruntees
were pledged to u bunk in Hony Kony for u bunkinyg
fucilities of upproximautely HKS50 million. Subsequent to
bulunce sheet dute, the bunk fook the possession of the
property und disposed it ut net proceeds of
upproximately HK$6.4 million. Carrying value of the
property hud been reduced to this umount by un
impuirment loss of upproximutely HK$13.8 million of which
HKS$4.2 million wus churged to income stutement und

HK$9.6 million wus churyed to revaluution reserve.
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CHAIRMAN'’S STATEMENT

CONTINGENT LIABILITIES

There were vuarious leygyul proceedinys tuken by the
creditors uguinst the Compuny und its subsidiuries duriny
the yeur und subsequent to the bulunce sheet dute. The
directors consider that that the estimuted liubilities for
the Group und the Compuny will be HK$53.6 million if the
creditors succeed in the claims.

RESTRUCTURING PROPOSAL

At 31 July 2002, u restructuring proposul wus proposed to

restructure the Group’s totul ihdebtednhess of

upproximutely HK$220 million.

The Compuny issued u circulur on 29 September 2001,
which includes, umony other things, u reduction of
nominal vulue of dll the issued cupitul of the Compuny
from HK$0.01 euch to HK$0.0002 euch und the
cohsolidution of 50 of the then adjusted shures info one
new shares (the “New Shures”) of the Compuny. The
Compuny ulso uhnounced onh 15 Februury 2002 that the
Compuny had entered into u subscription agreement (the
“Subscription Agreement”) with Trade Honour Limited (the
“Subscriber”) and Mr Ke Jun Xiung (the “Guuruntor”)
pursuunt to which the Subscriber had conditionully uygreed
to subscribe for 3,500,000,000 New Shures of the Compuny
for u subscription price of HK$0.01 per New Shures for un
uyygregute umount of HK$35,000,000. The proceeds from
the subscription would be utilised to settle the umount
reyuired for u propose scheme of arrungement (the
"Scheme”) under Section 166 of the Compunies
Ordinunce of Hony Konhy und under Section 99 of the
Compunies Act 1981 of Bermudu. The Scheme ihcluded,
umony other thinys, seftlement of existing indebtedness
of the Compuny by the issue of New Shures at un issue
price of HKS0.01 euch or by the puyment of cush ut u
ratio of upproximautely 13.88% for euch dollurs owed by
the Compuny. Detuils of the Restructuring Proposul were
included in u composite document, which wus issued to
the shureholders of the Compuny on 30 May 2002,
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CHAIRMAN'’S STATEMENT

RESTRUCTURING PROPOSAL (continued)

On 2 und 4 April 2003, the High Court of Hony Kony und
the Supreme Court of Bermudu sunctioned the Scheme
respectively. The Subscription Agreement und the Scheme
were successfully completed on 16 May 2003. Net
proceeds of HK$30 million were derived und used to repuy
the indebtedness under the Scheme on 19 May 2003.
Totul indebtedhess udmitted under the Scheme wus
upproximutely HK$206 million, of which upproximutely
HKS$15 million wus puid out from the proceeds.
Indebtedness of upproximately HKS$170 million wus wuived
und credited to income statement of the compuny. The
remuining indebtedness of upproximutely HKS106 million
wus settled by issue of ordinury shares ut HKS0.01 euch.

PROSPECTS

Economic condition of the locul economy is still slugyish
but the development of the Muinlund Chinu’s economy
is continuing its promising trend. It is expected investment
opportunities will be further enhanced followinyg the SAR
Government entered into the Closer Economic Parthership
Arrangement (CEPA) with the Central Government. In the
duys uheud, the munugement will focus in formuluting
strateyy to develop hew business ventures in the Muinland
Chinu.

Ke Jun Xiang
Chuirman

Hony Kony, 31 July 2003
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