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BUSINESS RESULTS

The Group’s turnover for the year ended 31 December 2000 was
HK$471 million, a 58% decrease over last year. However, if the
turnover of Magnequench International Inc. in the first eight
months of 1999 is excluded, the fall in overall turnover for the
Group’s remaining operations during the year was only 2%. This
reduction was mainly attributable to a decline in sale proceeds

arising from disposal of real estate.

BUSINESS REVIEW

1.  Manufacturing and Trading of Industrial Lubricant

Products
Jaeger Oil & Chemical Holdings Limited (“Jaeger”)

Jaeger’s business results improved in 2000 but were still not fully
satisfactory, primarily because domestic demand in the PRC
market failed to live up to expectations. Since most of the PRC
joint ventures had been adversely effected by the Asian financial
turmoil, they continually adopted a conservative approach to
purchasing and placed overwhelming emphasis on price. Oil and

chemical suppliers responded with a price-cutting strategy,
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resulting in severe market competition. In addition, increasing
crude oil prices triggered price increases on other raw materials,
affecting the gross profits of many products. In this environment,
most of the joint ventures in the PRC adopted a strategy of
“purchasing localisation”. Jaeger also took strategic measures to
make comprehensive use of local resources, such as purchasing
local raw materials, employing local manpower and performing
more processing itself to minimise the import of processed
materials. Costs were thereby reduced with satisfactory

consequences.

In the aspect of developing sales channels, Jaeger extended its
market from Hong Kong and Southeastern China to the Eastern
and Northern regions of the PRC in 2000. To facilitate this, Jaeger

established its Central and Eastern China office in Shanghai. It
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also set up its Xian office in May to take care of its business in

Shaanxi and Sichuan, in support of the PRC Government’s policy
of developing Northwestern China. To further tap the China
market, Jaeger also extended its distribution network in China by
adding new dealers in Chongqging and Chengdu in the
Southwestern region, as well as Dalian and Qingdao in the

Northeastern region.

Jaeger also recorded encouraging progress in product
development, including the acquisition of the PRC sole
distributorship of “Germ-Allcard” from Kuwait Petroleum (GB)
Ltd, covering a range of products such as lubricants for copper
and aluminium wire drawing. In Hong Kong, since most of the
factories had already moved to the mainland, Jaeger shifted its
business focus to the retail and consumer markets. Currently, Jaeger
is searching for potential suppliers to develop other consumer

products to increase the market share of its products in Hong Kong.

The new Jaeger plant in Panyu was completed during the year,
increasing Jaeger’s annual production capacity by three times to
9,000 tons and greatly strengthening the competitiveness of Jaeger.
In addition, Jaeger set up a logistics centre in Dongguan to facilitate
a more efficient distribution service for the whole region. The
centre also allows Jaeger to better use local resources to fully

utilise its production lines in China.

In June 2000, Jaeger moved its Hong Kong headquarter to Shatin to
be closer to its target markets in China and to increase operating
efficiency. Jaeger’s market-focus strategy has proved to be a success,

and is expected to achieve even more satisfactory results in 2001.
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2. Specialised Construction Contracting

Condo Group Limited (“Condo”)

With the gradual recovery of the Hong Kong economy since early
2000, many large scale infrastructure projects such as the
Cyberport and the West Rail have commenced construction.
Together with China’s expected entry into the WTO soon, this
created a favourable external environment for Condo’s

development.

Condo is actively preparing to set up an aluminium processing
factory in Southeastern China, which will supply raw materials to
manufacturing plants in Hong Kong and Southern China. The
factory is expected to be in operation by the end of 2001, and
should increase the gross profits of Condo’s business by five to

eight percent.
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In addition to consolidating its business in Hong Kong, Beijing
and Eastern China, Condo will expand its presence in other parts

of China to increase its overall market share in the country.

In the aspect of internal operation, Condo adopted a series of
measures to cut costs and strengthen operational efficiency, such
as reducing manpower and other expenses, and formulating more
systematic internal management guidelines. These measures have

yielded satisfactory results.

Condo succeeded in securing over HK$160 million worth of
contracts in 2000. Of these, the construction of the aluminium
roof for Shanghai Science Land is not only the pioneer among the
projects of similar nature in China, but also one of the showcase
projects of the Shanghai City Government in the 21st century.
This project, was worth over RMB$100 million, and had been
awarded the Certificate of Quality Project (B & Ti2& &) by the
Ministry of Project Supervision (L2358 ) of the PRC. It has
made a significant contribution to the increase of Condo’s
popularity in China. Condo’s enhanced profile enabled it to secure
several other large scale projects including Guangzhou
International Airport, exhibition halls in major Chinese cities, and
the current glass curtain wall project for the Shatin Government

Building in Hong Kong.
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Polycrown Engineering (Holdings ) Limited (“Polycrown”)

In year 2000, the more stable local property market and the
commencement of construction work on several major
infrastructure projects in Hong Kong and China generated
numerous business opportunities for Polycrown. During the year
under review, Polycrown undertook key projects such as the
subcontracting E&M engineering works for Korean Hyundai Group
at Kwai Chung Container Port - Terminal No. 9 in Hong Kong
and subcontracting E&M engineering works for Cheung Kong
Group in Beijing Oriental Plaza. These projects further strengthen
the position of Polycrown in the industry, opening up opportunities
for it to secure E & M engineering projects of corporations

established in Hong Kong and China.

China’s imminent entry into the WTO is expected to stimulate
many infrastructure projects in the country. Polycrown’s abundant
experience in the China engineering sector, where it has a National
Grade A Licence for E&M Engineering Installation Works, will be
advantageous in capturing its share of these projects. Polycrown’s

current contracts on hand amount to HK$140 million.

Polycrown’s efforts over the last year have established its market
share and client base in the environmental protection business.
Having recruited specialists into the sales department for its
environmental protection products, Polycrown now has a strong
team of professionals in place and has full confidence in its future

performance in this field.
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Enful Holdings Limited (“Enful”)

In order to adapt to market changes, Enful carried out various
programmes of business adjustment in 2000. With both its finance
and operations on the right track, Enful recorded more satisfactory
performance in business development. Last year, Enful successfully
diversified its businesses and reduced its reliance on fireproofing
projects. Recent moves include the conversion of its fire door
production plant into a wood-processing factory, and the
development of wooden products and acoustic products. Enful’s
various businesses are expected to complement each other to

achieve synergy.

This successful transformation enabled Enful to win a record
HK$34 million worth of contracts on hand in the fourth quarter
of 2000, being the contract of the highest value in the last three
years. This greatly enhanced Enful’s bargaining power with
suppliers and sub-contractors, resulting in a significant reduction

in operating costs and a sharp increase in competitiveness.

Furthermore, both China’s forthcoming entry into the WTO and
the Chinese government’s support have a positive impact on
Enful’s wooden products business. Enful will flexibly adjust its
internal resources to tap the market, and is optimistic that there is
ample room for further increases in overall turnover and

profitability.

Since environmental protection will be one of the key businesses
in the future, Enful has started to diversify its markets in this field,
both geographically - exploring the Hong Kong and China markets
- and in terms of developing a wider product range since the
second half of 2000. Up to now, Enful has secured satisfactory
progress in the acoustic panel and acoustic plaster markets in
China and Hong Kong, winning initial recognition from Shanghai
Puxi and Hong Kong West Rail, as well as gaining the sole

distributorships of related products from many manufacturers.
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The new businesses mentioned above can complement the core
business of Enful. Although the development of acoustic engineering
is still at a preliminary stage of growth, with encouragement and
investment support from the Chinese and Hong Kong governments,
Enful can continue to build on its competitive advantages to
explore more projects related to environmental protection
materials and facilities. This will enable it to develop another

core business apart from wooden products processing.

3. Property Development and Management
ONFEM Tower, 29 Wyndham Street, Central

The property value of ONFEM Tower rebounded by over 10%
compared with last year. At the end of December 2000 it enjoyed
an occupancy rate of approximately 91%, with occupants
including the Hong Kong offices of a number of multinational
corporations. Both rental income and the quality of occupants
were satisfactory, and the property brought the Company an

income during the year of approximately HK$12 million.
The Garret, a residential project in Sydney, Australia

As of the end of 2000, over 90% of residential units in The Garret
were sold. Last year, the Australian government’s introduction of
a Goods and Services Tax (GST) resulted in pressure on sales of

new properties. However, the declining exchange rate of the

Australian dollar will be positive for sales of The Garret in 2001.
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Hai Tian Garden, Zhuhai, the PRC

The acceleration of China’s open door policy encouraged more
investment by foreign enterprises. As a window in China, Zhuhai
enjoys a promising property market, which is beneficial to the
sale of Hai Tian Garden in the city. The high quality of Hai Tian
Garden once again earned itthe [ZTZZ—FXHEIER T
] by BREMERZEE in early 2001, and this news was
extensively covered by mass media in Zhuhai. Construction work
for the basement is targeted for completion in the near future and
the main building of Hai Tian Garden Section A is expected to be

completed up to the thirteenth floor by the end of 2001.

4. Infrastructure Investment
Greater Beijing Region Expressways Limited (“GBRE”)

A winding up order was issued by the High Court of Hong Kong
against Greater Beijing First Expressways Limited, a wholly-owned
subsidiary of GBRE, on 12 June 2000. Since the issue of the above-
mentioned winding up order, all the financial information are
withheld by the liquidator. The Group will pay close attention to
the progress of the liquidation so as to protect the interests of the

Group.

FINANCIAL POSITION

The Group’s financial condition remains healthy with abundant
cash flow. As of 31 December 2000, its cash on hand and bank
balances amounted to approximately HK$483 million (1999:

approximately HK$597 million).

By Order of the Board

Wang Xingdong

Managing Director

Hong Kong, 18 May 2001



