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REVIEW OF RESULTS ¥E R

The turnover for the year ended 31 December 2003 increased #HE-ZEE=F+_-_A=+—HI2 &
by 182% to HK$512.3 million (2002: HK$181.9 million). Direct ~ ¥ %E8:15182% % 512,300,000 7T (= F
operating expenses increased by 326% to HK$363.3 million = =4 : 181,900,000/ T) - HEE&LE
(2002: HK$85.4 million). The increase in turnover and direct & A% HN326%Z363,300,000/87T (=&
operating expense was mainly due to the HK$314.5 million = =4 : 85,400,000/ 7T) - ¥ M E
increase in listed securities trading activities. The increase in BEEZBAE NI EAZHFKRETHIE
trading activities, in turn, was mainly resulted from the  1314,500,000/ CFTE - MBS EE
subsequent sales of 55.0 million H share of Jiangxi Copper &) bui%%ﬁ?ﬁﬁﬁmm RN
Company Limited ("JCC") transferred internally from an associate A &A% 2.6258 T EK BB AR ZLEE 5
at a price of HK$2.625 each. And the increase in trading activities E%JKE’UBS,OOO,OOOHX)IE&W%HX@%ﬁE’z}

of other listed securities in view of the prevailing low deposit &) ([JTFa#R %)) HERFTEL - LA R & AIE i
rates environment. These increased securities trading activities TFR A RIRIBFBTEMNE M F B HERIR i
accounted for an increase of approximately HK$38.2 million in BB - ZEFBHFRETHER A E::
profit. 742 £ #938,200,000/% 7T ° :
Net profits for the year increased by 99% to HK$182.8 million & A & F) 3% &£ 99% = 182,800,000/ 7T %
(2002: HK$91.9 million) which increase was, in addition to the (ZZZ — 4 : 91,900,000 7C) ' B # c%
above reason, attributable to the consolidated effects of the & & (st R EXFTat/RE) Ty Tl £ B g

Z

movements in major income and expenditure items as discussed WEm R BRBEEME NG AT EM

below. B e
Factors attributable to net profit growth were: fRERMNERNEER :
Finance cost decreased significantly as a result of the repayment B EBHABER L RRAR_ZTZT =

of approximately HK$420.0 million convertible bond in August F/\BEEERNEFEFEH8% (Z@F B
2002 which borne an effective interest rate of approximately A0 _t & Bl 5% &) %’9420,000,0007%77:5H§
8% p.a. (coupon interest plus redemption premium). The Group RREFTE o AN REB AR T T =4

also repaid a large amount of borrowings in the second half T¥FARFEEBEEXRMEDE R
year of 2003, which has further reduced the finance cost. DR B o

Profit contribution from associated companies increased by B 2 R]AY & ) E BALE §170,600,0007% 7T
HK$70.6 million or 79% which was attributable to the increase 8t 79% -+ R A (5T PO 2 ¥ E 515
in the share of result from JCC of approximately HK$10.7 million ~ #710,700,000/8 jT 18 & & & T 70 F % H
and the gains on the disposal of the JCC H shares of R%E154947,100,0007 TTATER - R EER
approximately HK$47.1 million. Profit contribution from Cll & AR A E ([P HE]) H% F 5 B IR 8%
Limited (“Cll") was also increased by approximately HK$5.6 15 %J5,600,000/ ;L1 &K o

million.
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Factors lead to decrease in net profit were:

Other operating income decreased by approximately HK$26.5
million, which was mainly due to two one-time income in the
previous year. The first one was interest income of approximately
HK$12.8 million from the Haiyun Warehouse project and the
other was approximately HK$14.7 million gain on disposal of

investment properties.

The increase in administrative expenses was a direct result of
the increase in overhead expenses, particularly staff costs,
incurred for the expansion of the PRC properties investment

and properties management businesses.

The Group recorded a one-time gain on the disposal of the
entire interest SilverNet Group Limited of approximately HK$26.8

million in last year.
BUSINESS REVIEW AND PROSPECT
PRC Property Investment

During the year, East Gate Plaza continued to contribute stable
rental income to the Group. Gross rental income before expenses
of East Gate Plaza for the year amounted to HK$77.1 million
(2002: HK$71.5 million). East Gate Plaza has contributed net
profit after tax in the sum of HK$50.4 million (2002: HK$49.0
million) to the Group. The rental income for lease of property in
the Beijing Municipal has experienced considerable pressure due
to increase in supply. However, in the second ring road district,
the supply of service apartments of the same grade having sound
management quality as that of East Gate Plaza is still limited.
Competition is relatively less intense at present. The Directors
has confidence to sustain the current rental level at the current
occupancy rate. The Directors expect that property prices and
rental levels will rise steadily in the coming years as it approaches

the 2008 Beijing Olympic Games.
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The demolition works and clearance of the 1,500,000 square 23 1,500,000F A REZBEHMFEL
feet Wangjing redevelopment project was completed. The FETITREKLTK @B TRERIEF - 78
construction works are progressing smoothly. It is expected that HIZRBEHSE S AAEBAH KB R -
the Wangjing project will bring in return to the Group in this

year.

Regarding new project, the Group invested in a property ¥ EEFE @ AEBER-_ZETE=F KL
development project in the Tiexi district of Shenyang Municipal LT #ARIEE —EHWEREER -
at the end of 2003. As at the balance sheet date, the Group REERH  AEBERZBEEE X HH
paid approximately HK$54.6 million, partly as capital contribution 54,600,000/ 7t * 3815 {E & X ft & A%
and partly as deposit, in respect of the project. Construction A * HMIEATEE - EETREEER -
works have commenced and pre-sales of the property are FEHMEMNBEAN _ZTMERSE -

expected to commence by the end of 2004 or in early 2005. ZEZRAFVEM - Lt RWAREBHE# i
The “Siheyuan” development is at the planning and implement ~ A BB BEER © i
phases. E::

1
By effectively utilizing the three systems of quality control, EBAESMERLESE BERLZE2 = -
environment control and safety control, Beijing Yinda Property &R R It RBEVWEEEER QA %
Management Limited (“Yinda") successfully established itself as  ([$R#ZE ) K HAIZ2 B 2K AR T T X g%
one of the top ten property managers in the Beijing Municipal. ¥ZEEIE A 227 ° IREZEE HFISO9001 g

Z

Yinda obtained the 1509001 and I1SO14001 certification  JI1SO140013R 7 A & E R KL E 2 HI
acknowledging its modernized management system and quality ENMERRI - B KRB ETENE
of services. The number of properties currently under the B /A2118  BEEEAS £E1,7108FH
management of Yinda is 21 covering a total floor area of R o SR - BT & BA &9 % F 0 R 1 1 &
approximately 17.1 million square feet. However, profit 2 REARHARBPELTERZRER
contribution from Yinda is still relatively small for the reason Hi - MIEMNTHREEERAWE IR AR
that Yinda is in its rapid expansion stage where its indirect IS R EBHELESHERK -
expenditure such as staffing costs, training cost and business R ML THREZ FOIR - FR - FiE
expansion costs, is relatively high which, in turn, affected the $%{5 & ¥ % FE%472,900,0008 T (=T Z
net return from Yinda. During the year, Yinda recorded a gross = % : 61,000,000/ jt) * & £ E 7
turnover of HK$72.9 million (2002: HK$61.0 million) with gross  24,900,000% 7t ( = & & = F
profit of HK$24.9 million (2002: HK$20.3 million) and net profit 20,300,000 7t) & i 1% J& # 2,700,000
of approximately HK$2.7 million (2002: HK$3.0 million). The JE(=ZZZ =4 : 3,000,000/ T) ° $RiE
gross profit margin and net profit margin of Yinda are 34% HWEFERFFNEHF|AE34% (T =
(2002: 33%) and 4% (2002: 5%) respectively. F :33%) RA% (ZZTZT_4F : 5%) °
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The Group has also established an equity joint venture namely
Beijing East Bay Investment Consultants Limited (“East Bay"”)
with the US based RE/MAX R &% [ to participate, principally,
in the businesses of property agency and sales. The businesses

of East Bay are progressing smoothly.

The Directors maintain the strategy of vertically integrating the
businesses of property development, sales, management, leasing,
agency and consultancy to extend service coverage and enhance
coordination between various sectors for the sake of efficiency
and effectiveness. The Group will strike a balance expansion

amongst these businesses.

Infra-structure Investment

Net profit contribution from Cll remains stable. During the year,
the Group shared HK$87.3 million (2002: HK$81.7 million) profits

from ClI.

The current strategy of Cll is to reorganize its project investment
portfolio to focus on infrastructure projects in major cities and
to hold controlling interest in each individual project. To
implement this strategic move, ClI further disposed of two toll
roads namely the Qiong-Ming project and the Cheng-Wen-Qiong
project and realized gains of approximately HK$53.3 million in
aggregate. Negotiations to dispose of the Zhaoging Bridge project
are at the final stage. Cll is also negotiating with the local
government of Wuhan Municipal to dispose of the Wuhan Bridge
project. Cll expects that the negotiations to dispose of the Wuhan
Bridge project will reach an agreement soon. Cll is currently
holding 7 projects amongst which the Taian Natural Gas Pipeline
project is one of the investments falling under the new strategy

and is progressing smoothly.
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The net asset values of the 7 projects as at 31 December 2003

are:
Projects A

Net Asset Value ( HK$' m)

Luohe Highway L DAL PN
Wangdian Bridge FTIEARE
Jiangxi 320 State-road I #3208 8
Zhaoging Bridge EERIARB
Wuhan Bridge OE B DM KRS
Henan Zhoukou BAO311EE

Taian Nature Gas Pipeline HREZAARRE B

At present, Cll is actively considering a number of new projects
such as nature gas, power plant, water plant and waste treatment

and will select those with good potential to invest.

Investment in Listed Securities

The Group shared HK$25.0 million (2002: HK$14.3 million)
profits from the associated company JCC up to 19 August 2003,
which is the date immediately before the Group ceased to

account for JCC as an associated company.

Due to change in development strategy, the Group disposed of
its entire interest in JCC and realized approximately HK$500.0
million working capital in aggregate. The disposal of the JCC
shares also generated gains of approximately HK$47.1 million

to the Group, the return is good.

The Directors are considering the feasibility of investing in the
automotive project in Nanjing and the cement project in Beijing

respectively.
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Explore Financial Investments HHEMRE

Having considered that the China market is still the World's FEMSNARTERNERYR  NWEZE
focus and the Directors believing that China can sustain its MERKKREF - FEATREFEEL B FTH
current economic growth for a number of years ahead, the Group & EEE - REBBBR IR EE LT
is keen to explore financial investments both in Hong Kong and F#H /I E -

in China.

The Group has commenced to participate in the business of ARNEBEEBRHEWE ZHELEHES
dealing in/disposing of non-performing assets (“NPA”) of the 1A=  HHLHNXETHNEFEEETE
State-owned Asset Management Corporations (“SAMCs”) 2RBI([EEEEAF)MTREE (TR
through the provision of proposals concerning acquisition, merger B E |) IR ¥ 7 -

and restructuring.

On 3 February 2004, the Group formally entered into a letter of RE&EE A% @ AEFEHEONREEEEQ
intent with one of the four SAMCs namely China Cinda Asset ®lZ —HZEEBEETE LR ([H 1§
Management Corporation (“China Cinda”) to assist China Cinda #]) EREFEEZRWED Tﬁ% B EEER

to dispose of up to HK$5.0 billion worth of NPA for a period of HE -ZTEZNF-A=ZHILZMF W&%
two years up to 3 February 2006. Pursuant to the letter of BHFEESVEBTHNTIR é{F BAR &
intent, the Group has entered into an agreement with the China B RZE @ ASEEHPHEZEEBCERE
Cinda group to dispose of approximately HK$2.0 billion worth  HEAEE X EA KRBT - ﬁ%‘\%ﬁ\ #2018
of NPA located principally in Macau (the “Macau Assets”). Upon BT TR BE (RFIEE]) - X

successful disposal of the Macau Assets, the Group is entitled to R ERFIEE% » NEE A #E U IR
receive a commission income calculated at 3.5%. If the proceeds 3.5%fEMHEES WA - MEBBFIEE
realized from the disposal of the Macau Assets exceeds HK$480.0  Ff7 %35 [] U A9 42 & %8 8 1 480,000,000
million, the Group is further entitled to a performance bonus 7T * 7&K & @ #5 % 4N B # K B B 1
equal to 80% of the amount in excess of HK$480.0 million. 480,000,000 JT &3 13 K180% 1E BB 5
Having taken into consideration the currently booming real estate 4L ° 4% & B A & 2) AR I 5 H ZE ™ 35
market in Macau and by reference to certain economic REL2ZBMETEELR EESAHE
developments in Macau, the Directors have confidence in A 2005%F 5 — Z E sk LA AT SEAX IR &R
completing the disposal of the Macau Assets on or before the FIEE - EEGRBBELBKN S HE
first quarter of 2005. The Directors also have confidence that  #5“~ & {£#2480,000,000/8 7T - Bt * &
the cash recoverable will not be less than HK$480.0 million. In =& T8 8 7] &35 4970,000,0007% 7oA € Uk
this regard, the Directors expect to recognize commission income =N #HE T &SRB DK -

of approximately HK$70.0 million plus certain amount of

performance bonus.
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The Directors are currently conducting negotiations with other EEE€ B EFEEMEEEE ARER
SAMCs for businesses of similar nature. Having considered the MM ENEXR KLEEZTEFSeWHEE
track records of good performance in financial investments and A RHEBER SRR EEH S BRI
the expertise of the Directors, the Directors have confidence to 8%k  EECHELETHBEZHIRE
solicit more NPA dealing/disposal businesses. The Directors also EREBXK - E e BHEERE XK
expect that the asset dealing/disposal business will be the &R ARNEBRKFEEEN T ER

principal source of rapid growth for the Group in the future. IR e

Immediately after the balance sheet date, there were also HEZEEBEBEBEXRA 2% @ KOFMHK
significant changes in the shareholding structure of the Company. HR&BEEE RN E L - FE{FEZBAE
China Cinda has increased its shareholding by acquiring  #5178,000,000/% A 2 &1 & 17 5K & 2N A 7]
178,000,000 shares and became the single largest shareholder ZE —HZ AWK - B Al - FREEHE A

of the Company. At present, China Cinda holds 353,768,000  353,768,0000%x &K QX &Mk {n » HAMEARRD i
shares in the Company, representing approximately 22.9% of R E 1T A422.9% - I
the total issued share capital of the Company. E::

1
China Cinda was formally established in Beijing on 20 April FR{EEAKEBRALRFRARIET -
1999 after approval by the State Council and the People's Bank  #L)& @ W RABR I EHTREE R FMHE %
of China and registration at the State Industry and Commerce % * R— A AN FWRAZ+HEILRIE c%
Administrative Bureau. China Cinda has registered capital of T - REEEITME RS 100BEAR g

3

RMB10.0 billion, fully paid up by the Ministry of Finance. The ¥ - REBKIBE2EEA - PE{FENE
mission of China Cinda is to manage and dispose of the NPA BB AEERRERITIHENTRE
stripped off from the banking sector. China Cinda is currently & - FREEBRZE TR EELBEBRB
holding NPA amounting to approximately RMB400 billion. 4,000B AR -

China Cinda, being a shareholder of the Company, has indicated FE{EEEAR QAT NRE - CHERX
that it will give its full support for the development of the RIEMARARNBEELTE2 L -

Company.

The Directors are aiming at the RMB400 billion worth NPA of EES@RAAEBEIUPEEEEEN
China Cinda with a view to solicit more NPA dealing/disposal ~ 4,000f8 A R¥ETRR EE AKE - AKX
businesses from China Cinda to capitalize the Company’s 10 2AFBE+TEREEREREARATHE
years' proven experience in direct investments and capital market {ERIRNERBSEZTREEKR B %
operations. Preliminarily, the Directors have intention to utilize 75 - ¥ BB UAR R AHE - FHaT
the Company as a vehicle to create a new way of NPA dealing/ REERBEFAT - BEZTREEHE
disposal. The targeted NPA categories include equity interests B IETERTIHH7%  ERITERLE
and debts interests in automotive and parts, mining resources M ETTE S o

and real estate. In the course of dealing in or disposal of NPA,
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the Group may, on a project by project basis, be contracted as
an agent or an adviser to China Cinda or even as the principal
to acquire the NPA. The benefit is for the Group to receive
commission income, performance bonus, consultancy fee and
gains on acquisition-disposal of NPA as the case may be. The
Company will also consider making direct investments in those
NPA with potential for a separate listing and to hold such

investment for a medium to long term for greater returns.

Future Prospects and Strategy

Looking back at the first quarter of 2004, the Hong Kong, the
PRC and the World markets are gradually recovering. Particularly
in Hong Kong and the PRC, the confidence to make investments
is obviously strong. The Directors are of the opinion that the
economy can keep growing faster and stronger, which will bring
stable and continuing growth to the core businesses of the

Group.

Strategically, the Directors will endeavour to continue the newly
established NPA dealing/disposal business and to take advantage
of the opportunity of economic recovery to expand both the
quality and quantity of the NPA dealing/disposal business so as
to maximize the returns to our shareholders. In medium term,
the Directors wish to achieve the target of making the NPA
dealing/disposal business contributing to one-third of the Group’s
net profit and endeavour to raise the contribution to one-half

or more in long term.
FINANCIAL REVIEW
Exchange Exposure

The Group’s principal assets, liabilities, income and expenditures
are denominated in Hong Kong dollars and Renminbi. The
Directors are of the opinion that the exchange exposure from
fluctuations in exchange rates is limited. It is the Group's policy
not to engage in speculative activities other than making suitable

arrangements for hedging purposes.
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Liquidity and Borrowings

As at 31 December 2003, the Group has total borrowings of
HK$671.0 million which is 31% less than that of last year. The
net borrowing of the Group was HK$355.7 million as at the
year end date. The gearing ratio of the Group as at the year-
end date, calculated as net borrowings over net assets, was
16%, which is significantly lower than that of last year. The
total borrowings consisted of HK$661.8 million short term loan
and HK$9.2 million long term mortgage loan. As at year end
date, the applicable interest rate in respect of the short term
borrowing ranged from 1.0% p.a. to 7.5% p.a. amongst which
the interest rate for a principal amount of HK$5.1 million
borrowings was fixed at 7.5% p.a.. The interest of remaining
borrowings was charged at floating interest rates. The interest
of long term borrowings were charged at floating interest rate

and the applicable interest rate as at year end date was 2.625%

p.a.

As at 31 December 2003, the total current liabilities of the
Group was HK$1,437.0 million which included HK$510.3 million
was amount payable to associated companies. After netting off
the amount payable to associated companies with the cost of
investment for the same associated companies, the total amount
of current liabilities amounted to HK$926.7 million, which
resulted in a current ratio (the ratio of current assets over current
liabilities) of 0.44.

As at 31 December 2003, the Group has HK$1,827.2 million of
pledged assets to secure general banking facilities granted to

the Group.

As at 31 December 2003, bank balances and cash of the Group
was HK$315.3 million. In addition, standby credit of the Group
as at the year end date was approximately HK$76.0 million.
Furthermore, the Group did not have material capital
commitment. Taking into account the amount of approximately
HK$316.8 million raised from the issue of new shares after the
year end date, the Group currently has cash balance in excess
of HK$600.0 million.
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In the opinion of the Directors, the working capital of the Group
is adequate for daily operations. As a whole, the liquidity of the

Group is healthy and stable.

Capital Structure

As at 31 December 2003, the shareholder’s fund of the Group
was HK$2,239.0 million, representing an increase of HK$152.3
million or 7% compared to that of last year. The return on
capital is approximately 8% (calculated as net profit for the year
over shareholder’s fund). During the year HK$39.4 million was
paid to shareholders of the Company as final dividend for the
year 2002.

Human resources

As at 31 December 2003, the Group employed approximately
1,414 employees in Hong Kong and the PRC. The remuneration
terms of Hong Kong employees were determined by reference
to market conditions and at competitive level while the PRC
employees were employed in accordance with the relevant labour
laws. Year-end bonus and share options are granted to certain
employees based on individual performance. The Directors believe
that this will enable the Group to attract and retain quality
employees and at the same time motivates the employees to
achieve their best performance. Total staff costs including
directors’ fee for the year amounted to approximately HK$51.4

million.

Retirement protections for Hong Kong employees are secured
by implementing the MPF scheme. Retirement protections for
PRC employees are secured by joining the State managed
retirement benefit scheme while the Group makes contributions
to the scheme in accordance with the relevant laws. Total
retirement benefit cost for the year amounted to approximately
HK$2.1 million.
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Chairman’s Statement F [ ¥ &

Contingent liabilities

As at 31 December 2003, the Group has provided a guarantee
in respect of a bank loan granted to a wholly owned subsidiary
of an associate amounting to approximately HK$233.6 million
(2002: HK$233.6 million) to the extent of 52% (2002: 52%) of
the loan balance. The amount of the bank loan outstanding at
the balance sheet date amounted to approximately HK$168.0
million (2002: HK$197.4 million)

The Company also guaranteed the issue of US$115 million
convertible bonds issued by a wholly owned subsidiary. The
principal amount of the convertible bond outstanding at the

year-end date was US$0.2 million.

FINAL DIVIDEND

The Directors have resolved to recommend the payment of a
final dividend of HK$0.04 (2002: HK$0.03) per share for the
year ended 31 December 2003. Subject to shareholders’ approval
with regard to the proposed payment of the final dividend at
the forthcoming Annual General Meeting to be held on Thursday,
20 May 2004. The proposed dividend is expected to be paid on
Thursday, 27 May 2004.

On behalf of the Board
Zhu Dengshan

Chairman

Hong Kong, 15 April 2004
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