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CHIEF EXECUTIVE OFFICER’S STATEMENT

FINANCIAL REVIEW

The Group reported a turnover of HK$221,273,000 (2003: HK$138,600,000) and consolidated profit

attributable to shareholders amounted to HK$13,616,000 (2003: Loss of HK$34,069,000) for the year

ended 31 December 2004. Basic and diluted earnings per share was 0.8 HK cents (2003: Loss of 2.1

HK cents).

Several lines of business contributed to the improvement of the Group’s performance. In the Resort and

recreational club operations sector, the Clubs experienced a substantial appreciation in capital value for

their premises due to current improvement efforts, promising future prospects and improved market

conditions, and write backs of certain revaluation deficit are also implemented. In the International

Premium Rate Services business, Management was able to successfully collect certain prior years’

outstanding debts and recovered several overdue sums. Swank performed satisfactorily amid the robust

retail climate in Hong Kong and recorded improved results. Certain strategic investments that the Group

made also appreciated in value.

LIQUIDITY AND FINANCIAL POSITION

At 31 December 2004, the Group was in a solid financial position with cash and deposit holdings of

HK$581,349,000 (2003: HK$635,058,000). At 31 December 2004, total borrowings stood at HK$21,308,000

(2003: HK$61,931,000) with HK$12,758,000 (2003: HK$52,787,000) repayment falling due within one

year. The Group’s gearing ratio (a comparison of total borrowings with total equity) was 2.3% at the

balance sheet date (2003: 6.8%). The current ratio at 31 December 2004 was 6.7 times (31 December

2003: 4.7 times).

At 31 December 2004, the Group’s borrowings and bank balances were primarily denominated in Hong

Kong dollars, United States dollars and Euros and exchange differences were reflected in the audited

financial statements. All borrowings of the Group are either interest-free or on a floating rate basis.

During the year, the bank loans of HK$46,680,000 (US$6,000,000) was repaid in full from its internal

resources. Accordingly, pledges of the Company’s fixed deposits given to secure such bank loans have

been reduced by an equivalent amount.

The Group’s imported purchases are mainly denominated in Euros and United States dollars. The Group

will from time to time review its foreign exchange position, when it considers appropriate, will hedge

its foreign exchange exposure by way of forward foreign exchange contract.

PLEDGE OF ASSETS

Pledges of the Group’s fixed deposits of US$44,000 (2003: US$6,110,000) was given to bankers to secure

general banking facilities to the extent of US$44,000 as at 31 December 2004 (2003: US$6,110,000).
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BUSINESS REVIEW

RESORT AND RECREATIONAL CLUB OPERATIONS

Shanghai Hilltop Country Club (“Shanghai Hilltop”)

The expansion and upgrade of Shanghai Hilltop progressed on schedule. Upon completion of such

works, Shanghai Hilltop will mainly comprise a hotel building, a clubhouse building, other ancillary

structures and certain outdoor recreational facilities including a 200-meter golf driving range, tennis

courts and outdoor swimming pool. Shanghai Hilltop will be renamed “Vivasha” after completion of the

upgrading process.

The hotel building is a four-star resort hotel, which provides around 300 guest rooms. It will be

facilitated with Chinese and Western restaurants and multi-purpose conference rooms. The clubhouse

Building will be facilitated with indoor swimming pools, spa, gymnasium, a multi-function sport centre

with badminton courts, table-tennis room, chess room and activity centre, etc.

Management expects that Shanghai Hilltop will have a soft opening in mid 2005 and Shanghai Hilltop

would become one of the largest and leading Club Resorts in Shanghai in terms of scale and functions

provided. Based upon the high occupancy rate in hotels in Shanghai last year, Management believes

this trend will continue for the next few years and benefit our new hotel. In addition, Management

believes that the current solid demand of quality residential properties in Shanghai is an indication that

Shanghai residents are more concerned about living quality than ever, especially given that the

expectation for economic growth would remain high in this decade. Consequently, Management is

optimistic about the business development of Shanghai Hilltop.

In view of the above factors, Management decided to acquire an additional 15% shareholdings of

Shanghai Landis Hospitality Management Co. Ltd, the management company of Shanghai Hilltop,

resulting in a total shareholdings of 35% upon completion in February 2005.

Hong Kong Hilltop Country Club (“Hilltop”)

Hilltop’s performance in 2004 was largely in line with Management’s expectation. The accommodation

facility performed satisfactorily and recorded a significant increase in revenue, due largely to the influx

of tourists from China starting in March. Both the Chinese Restaurant and Banquet and the European

Restaurant and Banquet performed below expectation, as the fierce competition and a decrease in

meetings and training activities affected the restaurant’s performance. Sports and Recreation performed

largely in line with Management’s expectations.

Hilltop is expected to maintain its competitiveness as a result of the renovation works and dedication

to cater to customer’s demands. The upgrading of facilities at Hilltop is ongoing in order to keep the

facility in good shape.
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TELECOMMUNICATIONS

International Premium Rate Services (“IPRS”)

The traditional IPRS voice market did not show any signs of recovery in 2004 as market conditions

continued to be difficult. One major reason for such steep decline is that U.S. and Japan, two of the

biggest IPRS voice markets, have virtually become extinct. The U.S. market was affected by various

regulatory issues and Japan was affected by the introduction of other new types of “value added

services” (mainly coming from the mobile sector). As a result, both margin and revenue were further

reduced.

Growing demand for “infotainment” in Mainland China represents a growing demand for premium rate

calls. The Group will, in the coming year, begin to look for business opportunities for entering into

the market.

Another major task for the coming year is to continue to exercise diligent and unrelenting efforts to

collect outstanding and overdue payments from its debtors. In addition, even amidst difficult market

conditions and fierce competition, Management is pleased to report that the Group was able to maintain

its existing termination points.

Management believes that despite the same difficult trading conditions will remain ahead, it envisages

that the opening up of the Mainland China market will not only revitalize the premium rate voice

services, but will also open doors for the Group to attempt in different areas in the “value added

service” sector such as premium data calls, Premium SMS etc.

Wireless Network Card Business

Shanghai ENM Telecom & Technologies Limited (“SENMTT”)’s core business is providing wireless

internet access services through mobile network and cooperates with China Mobile Shanghai and China

Unicom Shanghai to distribute GPRS and CDMA1X network cards in the Shanghai region. SENMTT has

developed solid business collaborations with local business partners and operators’ retail shops and

become one of the major CDMA1X distributors of China Unicom Shanghai. In 2005, Management plans

to explore new opportunities to apply the current business model to other consumer products/services.

FASHION RETAIL

The Swank Shop Limited (“Swank”)

Swank continued to benefit from the rebound in consumer confidence in Hong Kong. Its business

maintained the momentum seen in the first half of 2004 and recorded improved results in 2004.

A total of four new retail outlets with an aggregate floor area of over 6,500 square feet were established

in the second half of 2004 and first quarter of 2005: Givenchy at Sogo Department Store, Givenchy at

ifc mall, Swank Ladies at Gateway and Kenzo at ifc mall. Swank will also add to its retail network

another renowned boutique in the second quarter of 2005, the Roberto Cavalli flagship store in ifc mall.

Management believes that the expanded retail portfolio in prime retail locations will further enhance

Swank’s business and is conducting further studies of expansion plans.
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BIO-MEDICAL

Genovate Biotechnology Company Limited (“Genovate”)

Genovate (founded in Taiwan in 1993 by Genelabs Technologies, Inc. of the USA) is a fully integrated

pharmaceutical company, encompassing in its operation: new drug development and new formulation

capability; clinical trials for local and international pharmaceutical companies; drug manufacturing; drug

marketing and distribution in Taiwan.

Genovate has a range of new drug products in the pipeline. “Genetaxyl” is an improved version of

Paclitaxel (BMS’ Taxol) developed by Genovate for treatment of breast cancer, and its market share in

Taiwan has increased favourably. In addition, two marketed new drugs, Urotrol and Glusafes, received

positive market acceptance in Taiwan. Furthermore, in early 2005, for the first time Taiwan has granted

approval for the sale of two “once a day” new drugs, Loxol SR and Diabetrol SR. The drugs are

expected to launch shortly in Taiwan. Such flow of new drugs will further strengthen Genovate’s sales.

Cardima, Inc. (“Cardima”)

Cardima is a public company involved in medical devices for minimally invasive treatment of atrial

fibrillation by utilising its Surgical Ablation System (“SAS”) during heart surgery. The SAS, a combination

of devices including Revelation Tx microcatheter system, has already received marketing clearance

through CE Mark approval in Europe. As for the U.S. market, Cardima has yet to secure Pre-Market

Approval from the U.S. Food and Drug Administration for SAS to proceed to marketing; to support its

efforts, Cardima is exploring various opportunities.

OTHER INVESTMENTS

SinoPay.com Holdings Limited (“SinoPay”), formerly known as ChinaPay.com Holdings Limited

SinoPay’s main business is providing B2C electronic payment and intra-bank fund transfer solution

services in Mainland China through its Joint Venture (the “JV”) in Shanghai with China UnionPay. In

June 2004, the JV has completed a capital increase transaction and SinoPay shareholdings in the JV have

been reduced from 49% to 40%. The Group’s interest in the JV has been diluted from 3.43% to 2.8%

accordingly.

In response to the gradual opening of financial services in Mainland China, China UnionPay proposed

a new merger transaction between the JV and 廣州好易聯支付網絡公司 (“Easylink”), a counterpart of the

JV in Guangdong controlled by China UnionPay at present for higher operating efficiency and market

share. After the proposed merger, the two companies may share resources and join forces to further

expand into a nationwide interoperable bankcards network and further develop China’s bankcard

industry. Management believes that the proposed merger between the two companies is highly

synergistic and the resulting performance of the JV should have a significant improvement. The

proposed merger is targeted to be completed in 2005.
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OTHER INVESTMENTS (CONTINUED)

Beijing Smartdot Technologies Co. Ltd. (“Smartdot”)

Smartdot engages in software development and solutions projects in Mainland China and its primary

focus is in the area of e-Government projects and office automation systems for the corporate sector

in Beijing. Over the reporting period, Smartdot has set up 2 subsidiaries in Guangdong and Zhejiang

to try to capture businesses in other regions.

EMPLOYEE AND REMUNERATION POLICIES

At the date of this report, the Group employs a total of 286 full time staff with its main workforce

stationed in the Group’s offices in Hong Kong. The Group’s remuneration policies are performance

based and are in line with the salary trends in the respective locations. The Group provides employee

benefits such as staff insurance schemes, provident and pension funds, discretionary performance

bonus, external training support, and a performance based share option scheme.

James C. NG

Chief Executive Officer

Hong Kong, 15 April 2005


