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Overview

The Group concentrated on internal reform and consolidation in year 2002, which was
marked with operating efficiency problems in certain subsidiaries. lts overall operating loss
was significantly reduced from 2001, due largely fo the significant drop of provisions and
fo a lesser extent, a decrease in administrative expenses. The attempt to improve operating
efficiency for the Group's principal subsidiaries during the year under review had limited
success for its 2002's profitability but is expected to have a longer term positive impact on
the Group as it goes forward. The Group also enforced more stringent credit and collection

confrol over accounts receivable during 2002, in order to improve cash flow.

During the year 2002, the Group sirived fo improve its corporate governance and in
particular to focus on the reform and to streamline operations and human resources in
various subsidiaries. These efforts were meant to better align front line managerial objectives

with that of the Group’s.

Apart from the plan to reform the shareholding structure in certain non-wholly owned
subsidiaries, the Group also appointed senior staff to exercise direct supervision over some
of the subsidiaries in order to improve the Group's standard of corporate governance and
supervision. In this regard, the Group introduced a project manager accountability scheme
for Zhuhai Haitian Garden project by appointing a construction consultant specialist from
Hong Kong as a management member, who would be responsible for improving the overall

management and controlling the progression of this development project.
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Although committed tfo its marketing strategy of "Striving To Establish In Hong Kong Whilst
Developing Mainland Operations’, the Group continued to consolidate its presence in the
markets of Hong Kong and China, in order to control cost and improve operating efficiency
in year 2002. Jaeger Group was successfully reverted to profitability, as a result of such
cost control and the devotion and hardwork of all staff. Enful Group was sfill unable to
revert to profitability and indeed, its loss had increased from previous year. As such, |
believe that there is still room for cost control measures. It secured and completed the
wooden and fire proof doors supply and installation project for Shanghai Shi Mao Riviera
Garden phase | and accordingly, its turnover from Shanghai and the Pearl River delta had
seen significant increase while its brandname of "Bridgman” products was gaining greater

awareness in China.

Condo Group, whose operations reported a reduced net loss for 2002. At the end of the
year 2002, two member companies of Condo Group had been the subject of legal actions
undertaken by its unsecured trade creditors. Whilst | am of the view that these actions are
nothing more than collection tactics, these two member companies of Condo Group
nevertheless, commenced to undergo proposed voluntary debt restructurings subsequent to

year end in order to restore their respective sound financial positions.
Prospects

Looking forward on a longer term basis, the Group would like to leverage its existing
competitive edge to captlure the business opportunities arising from the Beijing Olympics
2008 and the Shanghai World Expo 2010. Meanwhile, the Group will also try to seek
growth in new investment projects in order fo explore additional sources of income. The
continuous efforts in optimising the Group's internal control, shareholding structure and

human resources should bode well for these business objectives.
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Whilst we are striving for a more prosperous outlook in general, it should be noted that due
fo the proposed voluntary debt restructurings of two member companies of Condo Group, it
is unavoidable that in the near term, certain Condo Group's curtain wall and window
installation operations in Hong Kong will be adversely affected and there is no assurance
that such voluntary debt restructurings will be successful. Further, each of Jaeger Group,
Enful Group, Condo Group and Polycrown Group will continue to face considerable
competition in their respective marketplaces and consequently, their profit margins will
remain thin. On a macro economic basis, although the full impact of the Severe Acute
Respiratory Syndrome on the local economy and that of China has yet to be ascertainable,

it is expected to have considerable adverse impact on regional economies.

In closing, the future prospects of the Group will be challenging. Going into 2003, the
efforts of the management will continue to be driven by shareholder value enhancement,
through various efforts to improve profitability of its principal businesses. Such efforts
notwithstanding, there is no quick fix for the Group's poor return at the bottom line for the
reasons set out above. Whilst | take this opportunity to thank you for your patience and
continued support, | am also pleased to report that events of the past years have provided
us with a more disciplined focus in businesses and the Group is making progress toward

enhancing shareholder value through aggressive cost control measures.

By Order of the Board
Gao Dezhu

Chairman

Hong Kong, 24 April 2003



