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MANAGEMENT DISCUSSION AND ANALYSIS

Results

For the six months ended 30 September 2003, the global
economy persisted to shrink by recession, terrorists’ attack,
the Irag War and the outbreak of Severe Acute Respiratory
Syndrome (“SARS"). Through the ongoing exercise of
liquidation of unsound investment, the tight cost control of
its operating and administrative overheads, and the
diversification of its business into the charter and sub-charter
arrangement of Asian cruise line business, the Group has
achieved a satisfactory result with its turnover being
increased from HK$19,546,000 (the comparative figure in
2002) to HK$120,941,000 and its trading result being
turned into net profit from ordinary activities attributable to
shareholders of approximately HK$6,739,000 (2002:
HK$11,674,000 loss).

Vessel-chartering

By chartering two vessels (the “Vessels”) from the connected
parties and sub-chartering the Vessels to an independent
third party with effect from 27 November 2002, the Group
diversified into the Asian cruise line business. This generated
a stable revenue and complimented the operation of the
Resort by offering a variety of cruise and ground resort

services to tourists in Singapore, Malaysia and Indonesia.

The Group charges the sub-charterer a fixed daily sub-
charter charge. Owing to the adverse impact of SARS on a
number of South East Asian countries, the Group granted
an allowance to the sub-charterer in an aggregate amount
of approximately HK$8,500,000 for the period from April
to June 2003. Nevertheless, the net profit contributed from
the vessel-chartering to the Group was approximately
HK$11,103,000 which restored the overall performance of
the Group into profitability. Moreover, the sub-charter
charges for the first five years are fixed and at progressive
rate. The back to back chartering and sub-chartering
arrangements will not only keep it intact from any cyclical
fluctuations of the Asian cruise line business but also allow

the Group to receive additional revenue of a stable base.
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Vessel-chartering (continued)

The Management is confident that the vessel-chartering
will continue to generate attractive return and will position
the Group to benefit from the recovery of the Asia Pacific

economy in the foreseeable future.

Hotel Operation

By offering a variety of cruise and ground resort services
and providing the quality of customer services to the tourists,
there was an encouraging growth on the performance of
the hotel operation in Indonesia (the “Hotel”) until the
outbreak of SARS which imposed a temporary adverse
impact on the Hotel. Following Singapore’s removal from
the list of affected areas with local transmission of SARS
and a series of tourism promotional activities, the occupancy
rate of the Hotel has gradually returned to the pre-SARS
level. In order to enhance its competition in the Asia Pacific
region, a feasibility study for further enhancement and
upgrading of the Hotel's facilities is presently being

conducted.

Property Investment

The adverse effect from SARS and the sluggish retail market
caused a decline in the overall rental income for the Group.
The average annual rental yield derived from properties
located in Hong Kong was approximately 7.1% (2002:
7.8%). Following the implementation of the Closer Economic
Partnership Arrangement (the “CEPA”) in June and the
uplifting of the restriction on individual travel scheme from
certain PRC provinces to Hong Kong in July, the local
economy in Hong Kong is gradually sliding towards recovery.
It is anticipated that the property market in Hong Kong will
improve steadily, hence the Group will continue to
strengthen on its quality portfolio of rental properties at
prime location. The Group's goal for its property sector
remains the same — generate a stable and recurrent rental

return.
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Property Investment (continued)

After the balance sheet date, the Group entered into a sale
and purchase agreement with a third party to acquire units
nos. 3807, 3808, 3809, 3810, 3811 on the thirty eighth
floor of the West Tower and car park no. 14 on the sixth
floor of Shun Tak Centre, Nos. 168-200 Connaught Road
Central, Hong Kong (the “Property”) at the consideration of
HK$30,000,000. The acquisition of the Property was
completed on 28 November 2003. Three out of the five
units are currently occupied by the Group as its principal
place of business, together with the car park for its own
use. The remaining two units are now under a tenancy
agreement. The Directors believe that the acquisition of
the Property will improve the Group’s operating performance

and widen its earnings base.

Securities Trading

During the period under review, the Group had recorded a
turnover of approximately HK$7,902,000 for the trading in
marketable securities. In view of the recent record high
stock index and bloom up in marketable securities, the
Group had a profit of approximately HK$3,266,000 arising
from the trading and investment in marketable securities.
In consideration of the continuing low interest rate and the
steady recovery of local economy in Hong Kong, the Group
continues to maintain an appropriate portfolio in marketable

securities for the purpose of trading and capital gains.

Internet Services

Through the websites namely http://www.landsearch.com.hk
(operated by a subsidiary) and http://www.legalsearch.com.hk
(operated by an associate), the Group continues to provide
the subscribers via the internet with a prompt and
comprehensive “One Stop Search Solution”, including but
not limited to Encumbrance Search, Litigation Search,
Company Search and Information Update Monitoring Service

and other valuable information.
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Internet Services (continued)

Furthermore, the sole agency agreement signed between
Land Search Online Limited (“Land Search Online"), a
subsidiary of the Group and All China Marketing Research
Company Limited ("ACMR"), a subsidiary of the National
Bureau of Statistics of China (“NBS") and exclusively
authorized to distribute the statistic data of the NBS in
commercial purpose, Land Search Online has expanded to
include ACMR's products of credit report of PRC companies
and industry research in PRC into the portfolio of services.
The management believes that the provision of ACMR’s
products and services will contribute to the steady growth

in revenue for the Group.

Film Processing

In view of substantial accumulated losses of the film
processing business in PRC in previous years and the
continuing keen competition in this industry in PRC, the
Group had liquidated this business sector in the third quarter
of 2003.

Electronic Products

In view of rapid change in electronic technology and
substantial accumulated losses incurred at the wireless
headsets business, the Group had terminated the wireless

headsets operation in the third quarter of 2003.

Capital Commitment

As at 30 September 2003, the Group had a total
commitment of RM31,500,000 (equivalent to approximately
HK$64,712,000) representing the remaining construction
cost of a property currently under development in Malaysia.
Since the site plan and usage of this property had been
altered by the principal developer without prior consent of
the management of the Group, the Directors are still in the
progress of seeking legal advice to determine the appropriate

course of action to be taken.
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Contingent Liabilities

As at 30 September 2003, the Company had outstanding
guarantees given to banks and a loan provider to secure
general credit facilities granted to the Group in the amount
of HK$63,000,000. Credit facilities in the aggregate amount
of approximately HK$31,377,000 had been utilized by the
Group in respect of these guarantees as at 30 September
2003.

Subsequent to the balance sheet date, the Group entered
into a sale and purchase agreement with an independent
third party to acquire a property in Hong Kong. After the
completion of the sale and purchase agreement on 28
November 2003, the Group is now applying for a bank
loan upon security of the property and the Company will
further provide corporate guarantee in the amount of
HK$18,000,000 to bank to secure the above mentioned
credit facility granted to the Group.

Liquidity and Financial Resources

As at the balance sheet date, the Group had net current
assets of approximately HK$65,130,000 and shareholders’
fund of approximately HK$182,384,000. The Group's total
indebtedness representing the aggregate amounts of loans
from banks, financial institutions and loan providers of
approximately HK$38,143,000 secured by mortgages over
the Group's properties having an aggregate carrying value
of approximately HK$108,320,000 as at the balance sheet
date. The Group's gearing ratio (total indebtedness divided
by shareholders’ funds) as at the balance sheet date was
0.21 as compared to 0.17 as at 31 March 2003. Except for
approximately HK$6,766,000 of the total indebtedness
which was denominated in Malaysian Ringitt, all the other
indebtedness were denominated in Hong Kong Dollars. The

total indebtedness is at floating interest rate.
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Liquidity and Financial Resources (continued)

As at the balance sheet, the Group's aggregate cash on
hand was HK$82,929,000. Subsequent to the balance sheet
date, the Group acquired a property in Hong Kong at the
consideration of HK$30,000,000. The consideration was
from internal source of funds. The management believes
the Group will have adequate financial resources to meet
its working capital requirements and for further potential

investment purpose as opportunities arise in the future.

Human Resources

As at 30 September 2003, the total number of employees
of the Group was about 442, among which about 329 staff
were based in Indonesia, 62 staff in Malaysia, 2 staff in
PRC and 49 staff in Hong Kong. Apart from competitive
remuneration package offered to the employees, share
options may also be granted in order to attract and retain
talented employees. As at 30 September 2003, the
Company had 33,800,000 outstanding share options
granted to eligible executives and employees of the Group.
Subsequent to the balance sheet date, additional 6,500,000
share options were granted and 350,000 share options

were exercised.

Prospects

Despite the overall business environment being
overwhelmed by the global economic downturn, the
management has successfully restored the Group to
profitability for the period under review. It reflected that the
Group has effectively restructured its investment profiles
and placed the Group on the path to a steady growth.
Apart from the steady revenue generated from the vessel-
chartering, the Group will continue to secure reasonable
returns through the active and prudent pursuit of quality
property investments at prime location in Hong Kong. This
will provide the Group with steady recurrent earnings and

also solidify the capital base.
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