Financial Operation Review

RESULTS

Profit for the year was HK$10.2 million as compared with the profit of
HK$439.9 million for nine months ended 31st December, 2003 (“Previous
Period"). The profit for the year was mainly contributed by the written back of
allowance for bad and doubtful debts of HK$7.8 million and the profit for
Previous Period was mainly due to the gain on debt restructuring of HK$498.2

million.

NET ASSET VALUE

As at 31st December, 2004, the Group's total net asset was approximately
HK$97.3 million (31st December, 2003: HK$87.0 million). During the year, the
Company issued a total of 508,616,414 ordinary shares pursuant to the
schemes of arrangement between the Company and its creditors and
settlement deed dated 15th July, 2003 and the number of ordinary shares in
issue as at 31st December, 2004 was 691,257,800. Net asset value per share
as at 31st December, 2004 was HK$0.141 (Net asset value per share as at
31st December, 2003 after adjustment for inclusion of 508,616,414 ordinary
shares deemed to be issued: HK$0.126).

DEBT AND GEARING

As at 31st December, 2004, the Group's borrowings were mainly the secured
borrowings from a fellow subsidiary of HK$23.1 million (31st December,
2003: HK$25.0 million). Cash and deposits at bank amounted to HK$15.8
million (31st December, 2003: HK$7.1 million) and net borrowings amounted
to HK$7.3 million (31st December, 2003: HK$17.9 million).

Total debt to equity ratio was 23.7% (31st December, 2003: 28.7%) and net
debt to equity ratio was 7.5% (31st December, 2003: 20.6%) which are
expressed as a percentage of borrowings and net borrowings respectively over
the total net assets of HK$97.3 million (31st December, 2003: HK$87.0
million). Of the Group's borrowings of HK$23.1 million, 4.2%, 4.4%, 14.6%
and 76.8% are repayable within 1 year, 1 to 2 years, 2 to 5 years and over 5
years respectively. As at 31st December, 2004, the Group's borrowings were
wholly denominated in Hong Kong dollars and carried interest calculated with
reference to prime rate. The Group did not have any financial instruments used
for hedging purpose. All assets and investments of the Group were

denominated in Hong Kong dollars.

LyprE S B

E

FEHFH102000008T > MEZE-—ZTT=F
+TZA=+—HLEABA (TEFHE]) 2 HEFA
#£439,900,000& T - FERFEERBEERE
BRI 57,800,000/ T MAFHE 2 &R EE
5 &35 & 4 Y 498,200,000/ TT °

EEFE

R-ZBZEMF+-_A=+—H AEELEETF
E# 5973000008 T (—BE=F+=-A=+—
H : 87,000,000/ T) o RIFA LD R EEBEEAGT
UEBERHFRAPA-_ZSZES=FLtA+EAZ
BERE  NARFRHLEIT508616414E

B BE—ZEZMF+-A=+—-—AHBEEHT
EiBR691,257,8000% - R—ZZEWE+_A=+
—B > BREEFERLIEBT (R=ZZTZ=F
+ZA=+—B&MNE508616414RRIEC LT
ZTERMABEZEREEFME 01268 T) o

EBRERNEEFLLR

R-ZZEMFE+=A=+—8  FEEZEEE
ZEE-—HERRME AR ZEEMREE23,100,000
BT (ZEE=F+=-A=+—H : 25000000/
T) c BERBITHEEH 158000008 T (=
=F+=ZHA=+—8 :7,100000%T) r MEE
FEAR73000008 T (ZBE=F+=-A=+—
A : 17,900,000/ Jt) °

BEBERANLRE237%(ZEZ=F+=A=
+—H8 :1287%) » MFEFERARLER7.50 (=
ZEE=F+ZA=1T—H :206%) ' IDEIKE
EREEFREKRULEEFMES7,300,000E T (=
TZ=F+=-H=+—H :87,000000%&7T) B H
ZEHAL - KREE 223,100,000 THEEH
420 ~ 4.4% ~ 14.6%K 76.8%% BIZER —F A -
—EWE MEAERAFEREE R-ZTZTN
F+=ZA=+—H8  AEEZEEZHUB T
B WSRGEEZNEAEMNE - FEEALEE
AREMERMIEETER KEBZHEERR
BB THE -

ZEENEFEFH SELEXERQF

7



8

Financial Operation Review

PLEDGE OF ASSETS

As at 31st December, 2004, the Group's investment properties with book
value of HK$73.1 million (31st December, 2003: HK$70.8 million) were
pledged to a fellow subsidiary to secure loan facilities of the Group. In addition,
at 31st December, 2003, the Group's investment properties of HK$107.1
million and the rights and benefits to the existing and future leases in respect
of those properties were pledged for the convertible bonds due 2006 of the
Group. The release for the pledge and assignment of such rights and benefits

in favour of convertible bondholders were executed during the year.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31st December,
2004 and 31st December, 2003.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in turnover and other operating income. Interest
received, other than from loans receivables, was minimal. Finance costs for the
year of HK$1.2 million was mainly interest expenses on borrowings from a
fellow subsidiary. Finance costs for Previous Period of HK$19.4 million mainly
comprised amortisation and written off of unamortised issue costs and

discounts of convertible bonds and interest on other borrowings.

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

As at 31st December, 2004, the Group employed a total of 2 staff (31st
December, 2003: 3 staff). Total staff cost for the year was approximately
HK$1.1 million (1st April, 2003 to 31st December, 2003: HK$1.0 million)
(excluding directors’ remuneration). Remuneration package comprised salary
and year-end bonuses based on individual merits. The Company has adopted
share option scheme on 15th February, 2002 (the “2002 Scheme”). Details of
the 2002 Scheme are set out in note 32 to the financial statements. There
were no outstanding options at the beginning and at the end of the year and

no options were granted, exercised, cancelled or lapsed during the year.
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PROPERTY VALUATION

A property valuation has been carried out by Norton Appraisals Limited,
registered professional valuers, in respect of the Group's investment properties
held at 31st December, 2004 and that valuation was used in preparing the
financial statements for the year. The Group's investment properties were
valued at HK$108.1 million (31st December, 2003 : HK$107.4 million) and
slightly increased by HK$0.7 million.
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