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OPERATING RESULTS

The net profit from ordinary activities attributable to equity
holders of the parent amounted to approximately
HK$11,373,000 in 2004, while the audited net loss
attributable to equity holders of the parent for the year
was approximately HK$43,275,000. It was mainly due to
the increase in operating loss of Seti Timber Industry
(Shenzhen) Company Limited (“Seti Timber”), a
wholly-owned subsidiary of the Group during the year.

BUSINESS REVIEW

During the year under review, despite the PRC
Government’s macro control policies, continuous rising
price of international crude oil and raw materials, as well
as the increasingly intense market competition, the
business environment of the Group’s timber business
continued to be difficult and operating losses were
recorded, nevertheless the property development business
and watches and timepieces business, the remaining two
core businesses of the Group, still achieved satisfactory
operating results.

PROPERTY BUSINESS

During the year under review, Beijing Jing Guan Property
Development Co. Ltd. (“Beijing Jing Guan”), a wholly-
owned subsidiary of the Group, achieved satisfactory
operating results. In 2005, affected by the land policy
introduced in 2004, Beijing property market also suffered
from the impact of the PRC Government’s macro control
policies implemented in the beginning of the year, the
momentum of the rapid growth in the property price had
been suppressed by the PRC Government’s macro control
policies and the initiatives adopted for the promotion of
rational spending. Such measures resulted in a more
healthy, rational and steady development for Beijing
property market.

RERE

HoTTNFHEARANAESEE ARG AR
T4 49 11,373,000 JTLL 82 F K BAZ AR 7
A ARG BB FEEL43,275,0008 L 2
FEBERAEEB 2 2EWB AR FRBAE ORI
BERAR ([HREARE]) 2F2EEEEEM.

3 Ja)

[l BAF P - Mt 8 2 B R BT 72 B i - B R R (B
& NE 2T R RHE RIS AR B R i B R
FRRTSAMEBZEEZREFBRBNES
REEE AEEEARMIETE XS - FERE
EBREERERBDARTTEENLEXE

EEK

CEF A NEE 22BN BRIt AR TR E
MEBRAR ([HERRT])BST RIFHOKLEE
BR_FTERE UREHETSELET -F
TFTHERRFE 2% BEAZ TFOERR
JIEBEBR O E BIE ERREERNE
HOXIBERZEAERERRERLHEESE
He P h o 8 SR F S bR B ETEF EE
MR- EERRBEMNER-

Annual Report 2005 —ZZ H FF 1R



CHAIRMAN’S STATEMENT
FTEHR S

Apart from deploying substantial efforts in team building
and corporate culture development, Beijing Jing Guan
further standardized its internal corporate management.
It also actively extended efforts on its property
development project, “Sunpalace Mercury Garden”. During
the year under review, block nos. 1, 2, 3 and 5 of Mercury
Project were completed and delivered for occupancy. The
Company also committed itself to speed up works on its
“Guanggumen Project”, redevelopment of old buildings
situated on Guanggumen South Street, Chongwen District
in Beijing. Significant progress has been achieved in the
planning and design, preparation for demolition and

relocation and fund raising.

WATCHES AND TIMEPIECES BUSINESS

The revenue of EBOHR Luxuries International Company
Limited (“EBOHR Luxuries”), a wholly-owned subsidiary
of the Group, increased by approximately 16% in 2005
over the previous year. The growth was mainly attributable
to the constant introduction of innovative design,
craftmanship and materials, and the combined sales
strategies of the brand operating centre and design
development centre, which enhanced the success rate
of new products launched; the calm reaction to the severe
price war raised by its competitors on EBOHR watches;
and its competitive edge and its leading position in the
bulk purchases business, sales performance surpassed

expectation.
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TIMBER BUSINESS

Timber business still experienced very tough condition in
2005. Under the PRC Government’s macro control
policies, rising prices of international crude oil and raw
materials, together with the increasingly intense market
competition, operating environment of Seti Timber, a
wholly-owned subsidiary of the Group, remained difficult.
Given the changes in timber market in 2004, Seti Timber
adopted timely measures in 2005, including restructure
of the product mix, improving quality control management,
enhanced monitoring on the process of target
achievement and reducing in production cost, to minimize
sales loss. However, due to fierce competition, the
decreased production cost failed to catch up with the
decreasing speed of market selling price. As a result,
unsatisfactory performance with an operating loss was

recorded during the year of review.

ENAMELLED COPPER WIRES BUSINESS

Fuzhou Dartong M&E Co., Ltd., a 49% owned joint
venture of the Company, has commenced production of
enamelled copper wires used in colour television panels,
colour picture tubes, transducers and air conditioner
compressors in the fourth quarter of 2005. During the
year under review, with only four months of production
and sales, fixed cost was inevitably high and thus
generated no profit. However, the Group believes that as
the production scale of the enamelled copper wires
enhances, the performance of the sector is expected to
improve in 2006.
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OUTLOOK

According to available statistics, there are signs revealing
a continued upward growth of the economy of the PRC.
Coupled with the implementation of currency policy, rising
growth in spending and positive returns from fixed asset
investments will result in an expected economic growth
of 8%-9% for the year of 2006.

Moreover, 2006 is the first year of the Eleventh Five-year
Plan of the national economy and social development.
As the State introduced measures to achieve economic
growth from the boost of the internal demand and the
increasing national wealth, improving living standard,
gradual upgrading of spending structure, persistent
growth of disposable income and acceleration of
urbanization, the mainland economy is believed to be
beneficial to the development of the property industry.
Therefore, grasping the mainland property development
opportunity in the next two to three years is the main
direction for the development of the Group.

For the watches and timepieces business, in 2006, other
than the continuous development of the recurring
business with strong foothold, EBOHR Luxuries has been
devoting efforts in expanding sales network and agent
and distribution business for “FILA” watches. In addition,
the company will strive to establish cooperation with
famous international brands. Leveraging on the company’s
edge on its sales network and the awareness of the
international brands, it will explore a win-win development

model and seek for new heights for its business growth.
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On 6 April 2006, the Company entered into a joint venture
agreement with Citychamp Dartong Company Limited and
JLER B )L E D B R A A (Jiangsu Qingjiang Electrical
Holdings Company Limited) in respect of establishing a
TR A E B R A A (Jiangsu
Dartong M&E Co., Ltd.) (“Jiangsu Dartong”) in which the
Company contributed RMB25,000,000 and thus holds
25% of interest therein. Jiangsu Dartong is engaged in

joint venture company -

the production and sales of electrical wires and cables,
machineries with common usage, mechanical and
electrical appliances, mechanical equipments, including
the utilization of advanced technology with international
standards in operations, production and sales and
marketing of special enamelled copper wires products.

The operation strategy of Jiangsu Dartong ahead is to
achieve internal growth and expand externally, aiming at
bringing additional capital investment to the Company by
way of introduction of foreign investors as its strategic
partners, so as to strengthen its economic and future
capabilities and business development. The Company will
implement various measures to enhance production scale
and reduce operation cost. These measures are in line
with the Group’s long-term development strategy
requirements, and also serve to speed up the
development of the Group’s diversified business and

strengthen its business development and competitiveness.

In the past few years, the PRC enamelled copper wires
industry developed rapidly. Such rapid growth was mainly
attributed to the PRC accession to WTO and the gradual
shift of world manufacturing base to the PRC. As a result,
the PRC predominates in global production and sales of
home appliances, automobiles, motors, electronic
information and communication, turning China into the
largest sales and production of enamelled copper wires
in the world. In view of these, the Group will focus on the
production and sales of enamelled copper wires business

in 2006 and the coming years.
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As to timber business, based on the market development, NAMEE TE £EER - 2T NE BB BT 5%
the Group will establish its corporate development target BRER I AEERERBE TR BRI ZEH
and plan, implement stringent cost control, strengthen B 1858 B T #0522 EEE A A8 5| g
the boost among the employees and focus on the Al B

recruitment and training of competent staff in 2006, aiming

at making a turnaround aggressively.

In 2006, the Group will be committed in the development EZZEENFT SENBERERNRERNINRESRE
of existing property development business, production WEMBEER EREENBEERAMEBRHR
and sales of watches and timepieces and timber business, KBS EBRRNRBDEENT KA H I - E
as well as to capitalise business opportunities arising BHESREEERAE TEBEEBEEZ T
from enormous demand for enamelled copper wires in T FE & BA U = SOR - A IR R AR I A8 S 5 o
the PRC and continue to identify potential development
opportunity, so as to diversify the Group’s businesses,
expand the Group’s revenue source, and bring about

satisfying returns to shareholders.

APPRECIATION ;E

I would like to take this opportunity to express my sincere RAZELEE SEFgRC SEFHPRS
gratitude to all members of the board of directors, all BEMBAREIFENCBHARE R ER AKH

departments of the Group and staff of all our subsidiaries 2
for their dedication and contribution during the year.

Hon Kwok Lung T
Chairman B R
Hong Kong, 26 April 2006 BB ZTEERFNA=T+/NH
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