FINANCIAL RESULTS

For the yeur ended 30 June 2004, the Group recorded u
turnover of upproximutely HK$73,411,000, u 60.6% increuse
from lust yeur’s turnover of HKS$45,705,000. The loss
uttributable to shareholders for the yeur umounted to
upproximutely HK$53,074,000, representing loss per share
of HK0.86 cents (2003: eurning per shure of HK5.63 cents).

BUSINESS REVIEW

During the yeur, the Group focused on its existing core
business operution while strived to explore new investment
opportunities. The Group believes thut the existing business
seyments would uccomplish yruduul and encouruying
growth in the cominyg future.

WINDING UP AND DISPOSAL OF SUBSIDIARIES

On 4 June 2004, u wholly-ownhed subsidiury of the Group,
Goldhill Merchundising Inc., wus put info u voluntary
winding up und u loss of HK$37,961,000 urose from de-
consolidution.

On 18 June 2004, CIL Group Limited und Leudwuy
Contracting Co. Limited, the Compuny’s wholly-ownhed
subsidiuries entered into sule und purchuse uygreements
with independent third purties to dispose of dll the equity
interests in two dormant subsidiuries, humely Curpet
Gullery Compuny Limited und Bruvo Interior Products
Limited at un ugyreyute considerution of HK$3. Guin of
HK$44,307,000 urose on the de-consolidution of these two
subsidiuries in the financiul stutements for the yeur ended
30 June 2004.
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LIQUIDITY AND FINANCIAL RESOURCES

As ut 30 June 2004, the Group hud net ussets of HKS$3.7
million with totul ussets of HK$147.3 million and totul
liubilities of HK$143.6 million. The current rutio, representing
by current ussets divided by current liubilities, wus 0.97,
which improved from lust yeur’s figure of 0.88. At bulunce
sheet dute, the Group hud cush ut bunk bulance und
cush with total umount of HK$1.6 million.

On 19 March 2002, the Compuny, Trude Honour Limited
("Trade Honour”) und Mr. Ke, u director of the Compuny
und the beneficiul ownher of Trude Honour, entered into
un option uyreement whereby the option entitled Trade
Honour to require the compuny to issue und ullot 2,000
million new ordinury shures of the Compuny ut the
exercise price of HKS$0.01 per shure within the option
period. As the compuny had nhot received the hotice to
exercise the option from Traude Honour on or before 15
May 2004, expiry dute of the option period, the option
wus lupse in uccordunce with the terms of the option

ugreement und wus of ho further effect.

In order to improve the Group’s working cupitul, the
directors will, ut appropriute time, consider ruising funds
by suituble meuns such us extending the tferms of the
existing louns und/or by obtuining hew bunking fucilities.

FOREIGN CURRENCY EXPOSURE

The Group did not huve signhificunt foreiyn currency
exposure ut the bulunce sheet dute.

EMPLOYEES INFORMATION

The Group hus 40 employees currently. The remunerution
puckuyes of employees ure muintuined ut competitive
level which includes monthly salaries, mundutory
provident fund und other fringe benefits.
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PLEDGE OF ASSETS

At 30 June 2004, the Group did not have uny pledye of
ussets.

CAPITAL COMMITEMENTS

On 19 Murch 2002, the Compuny und the vendor of Micky
Enterprises Limited ("Micky”) entered into u sules und
purchuse ugreement for the purchuse of 49% of the issued
shure cupitul of Micky ut u considerution of HK$25 million,
the considerution wus to be sutisfied by the issue of
25,000,000 of convertible bonds ut HKS$1 euch. The
ugreement wus subseyuently terminated on 31 July 2003.
At 30 June 2004, the Group did nhot huve uny cupitul
commitment.

CONTINGENT LIABILITIES

At 30 June 2004, the Group hud contingent liubilities of
upproximately HKS46 million in respect of the disputed
claims aguinst the Group for outstunding louns und
service fees.

PROSPECTS

With the tremendous opportunities creuted by Chinu’s
uccession to the World Trude Orgunization (WTO) und
the Close Economic Purthership Agreement (CEPA), the
directors ure confident thut our existing business would
uchieve fruitful returns with improved performaunce und
the Group would infroduce some prospective strateyic
investments which will be of ygreut benefit fo our

shareholders in the foreseeuble future.

Ke Jun Xiang
Chdirman
Hony Kony, 29 October 2004
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