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Results

The Group recorded a consolidated turnover of approximately HK$332,168,000 for the
year ended 31 December 2002, an increase of 5% as compared fo last year. Operating
loss for the year was approximately HK$128,522,000, a decline of 66% as compared
with HK$374,072,000 last year, while loss attributable to shareholders was approximately
HK$136,854,000, a decline of 63% as compared with last year.

During the year, the Group concentrated on the reform and consolidation of existing business
and no investment project was initiated. However, due to the success of restructuring
measures, all subsidiaries were able to lower their operation costs effectively, which in turn

improved the operational efficiency of the Group as a whole. As a result, its turnover

recorded a rise as compared with last year.

ES

AEBBE_ZTT_F I+ _A=1+—"HILFEHS
ZEREEERNR/332,168,0008 T WMEFE E
5% > FREISE L E EIBX) 128,522,000/ 7T -
B _EFE374,072,0008 7T T EEO66% PR FE LB 1R
AI49136,854,000# T - M EFE Tf#63% -
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E e Business Review
AEEBR_TT_FEBRAETHEBATBRE  The Group's businesses in year 2002 were marked with operating efficiency problems in
BRERFOMEMZINZE  UTREREBESZHER  cerain subsidiaries and a summary of their performance is as follows:

2R

(—) HERES (1) Manufacturing and Trading
T 308 6 E fa Industrial Lubricant Products
FEREAHMIETEBRERANGIRAEKN BRG] ([TE Jaeger Oil & Chemical Holdings Limited and its subsidiaries (“Jaeger Group')
ZEH])
MREREBER T _F2REEHADAR Jaeger Group recorded a total turnover of approximately HK$52 million in 2002,
52,000,000/ 7T * 8 _EFE 43,000,000 7T an increase of 21% as compared to HK$43 million of last year.
EFA21%-
MEEB 2 EXBERSI%KRA R EARKLRN Jaeger Group generated 81% of its turnover from the People’s Republic of China (the
(TRE]) - 18%KRBEFE - ESRKBERM RS "PRC" or "China"}, 18% from Hong Kong and the balance from countries in Southeast
o RE KRB\ EEED RISRIS25% R 3% 2 Asia. Turnover from the PRC and Hong Kong recorded an increase of 25% and 3%
R - respectively.
PR P T8 28 55 13 75 RUHE 1T 45 1 B R B 8 2K Due fo effective measures in cost control and improved operational efficiency, Jaeger
R SEBFSUNEERE AT —F2F Group was able to achieve a turnaround from its 2001's net loss to reporting a

B R RS B AT - small net profit.
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E =)= N ) Business Review (cont'd)

(—) HERES (&) (1) Manufacturing and Trading (cont'd)

TRMIEE @ (&)

BRAEBN _—_FTZ_FREBHREP TR
FicE AT S - MEE L8 - B
5 HIMN - BN BRI Z D HERE
R XEEGHEBMAINEREAS ZBE - ©
kWM BEERKESEIETERTRY
DIHAE o AN KB EEEERE ST
% BT -FEMMBEREREAEZEES
HER  ER_TE_FEFERBERIE
Wz iHE - E—TEARNEERE -

B TT-FHABFEHALRARER R —
[EoRER X &1t (Nichibei) 2 R E @ EE R H
Bl IR RER - MASEEGHEREIAKIE
mEH  REEFEARN - HELR LT 8-

T —FHHL03%-

RREBNRFEEERRBE BTS2 EBER
HIREREQLERSERMABERELK -

Hh - BEBRTRBAL - SNERAPBIEN - EE
A RESERERMENEASETER
B SHEREEMNSESBH -

Industrial Lubricant Products (cont'd)

In 2002, Jaeger Group had been actively engaged in the expansion of the domestic
markefs in central, northern and northwestern China, thereby strengthening the
distribution nefworks in Shanghai, Ningbo, Wuxi, Changzhou, Suzhou, Nanjing
and northwestern China. New distribution networks were also set up in major
industrial cities such as Xian, lanzhou, Chongging and Chengdu, in response fo the
government policy of expediting the development of the western China. In addition,
Jaeger Group continued to expand into the Southeast Asian markefs, following the
appointment of distributors in Singapore and Malaysia in 2001. lis distribution
network was further enlarged by establishing new distribution points in Thailand and

Vietnam in 2002.

In May 2001, Jaeger Group had successfully reacquired the sole distributorship for
Hong Kong and the PRC of the Nichibei’s range which is the top range of die-
casting products in Japan. Since then, Jaeger Group started to promote the series of
Nichibei products actively and during the year under review, recorded a significant

sales increase of 93% over 2001.

For the coming year, Joeger Group's business is expected to experience a steady
growth in southern China and Hong Kong markets, which are benefiting from a
gradual economic recovery in Europe and the U.S.. Subsequent to China's accession
to the World Trade Organisation and as ifs economy improves, more domestic
manufacturers will tend to use higher quality industrial lubricants to improve the
quality of their products. Accordingly, the prospects of Jaeger Group should remain

positive.
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Business Review (cont'd)

FIE - ARBRAHNGBHEFFE
IREEBERNFARAENBL A ([HREEE])
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Manufacturing and Trading (cont'd)
Doors, timber products and e-platform for residual timber material

Enful Holdings Limited and its subsidiaries (“Enful Group”)

Segment turnover of manufacturing and trading business of Enful Group in 2002
amounted to approximately HK$29 million, out of which approximately HK$20
million was generated from sales to specialised construction contracting business
segment of Enful Group and approximately HK$9 million from external sales,
representing an increase of 27% over the external sales of 2001. Not only was
Enful Group unable o revert to profitability for year 2002, ifs net loss had increased
when compared to 2001s net loss. The answer is fo firmly control its high production
costs and high administrative expenses, which were not in alignment with its turnover
and further managerial reforms will be aggressively implemented to trim costs so that

Enful Group's operations could become profitable.

External sales of this business segment substantially came from the PRC.

As Enful Group was still affected by higher production costs in 2002, the increased
turnover did not generate any profit. Nevertheless, there is a market for its product.
Doors of different types will become the mainstream products of Enful Group, which
will be supplemented by other timber products. By establishing an
e-platform for residual timber material, business matching among timber product
manufacturers can be facilitated as it assists the timber product manufacturers to
solve their problem of handling timber residue. By capitalising on Enful Group's
existing market network and gradually transforming from project-orientation to retail-

orientation, it is expected that both the profit margin and contribution will be enhanced.

Enful Group secured and completed the wooden and fire proof doors supply and
installation project for Shanghai Shi Mao Riviera Garden phase I. Its own brandname

of “Bridgman” had been gaining recognition at the higher end market in the PRC.
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Business Review (cont'd)

(1)

(2)

Manufacturing and Trading (cont'd)

Doors, timber products and e-platform for residual timber material (cont'd)

In view of the rapid growth of tumover recorded in Shanghai and Pearl River delta
region in 2002, Enful Group plans to set up several sales outlets of doors under the
brandname of “Bridgman” at reputable construction materials supermarkets in 2003.
Facilitated by effective supply-chain management and operational mode, Enful Group
is determined to make “Bridgman Door” a renowned brand in China over the next

few years by means of brand building and product design.

Specialised Construction Contracting

Enful Group

In 2002, Enful Group completed the several construction and environmental protection
engineering projects secured since 2000, resulting an increase of Q0% in the
turnover from specialised construction contracting when compared to 2001. Enful
Group recorded a turnover of approximately HK$38 million for 2002, while the

value of the contracts on hand amounted to approximately HK$10 million.

Turnover of this specialised construction contracting business segment was significantly

generated from Hong Kong.

Enful Group had made various attempts in exploring various construction-related
businesses, such as environmental construction materials and projects, fo reduce ifs
reliance on ifs door business. Major acousfic plaster projects completed during the
year included West Rail Yuen Long and long Ping Stations. Apart from focusing on
its targeted market, the Enful Group also expanded its market coverage by establishing

sales networks in Beijing, Shanghai, Shenzhen and Guangzhou.

Polycrown Engineering (Holdings| Limited and its subsidiaries (“Polycrown Group”)

Polycrown Group recorded a fotal turnover of approximately HK$139 million in

2002, an increase of 50% as compared to HK$93 million of last year. The value of

the contracts on hand amounted to approximately HK$75 million.
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E =)= N ) Business Review (cont'd)
(Z) BXBEXK (&) (2)

Specialised Construction Contracting (cont'd)
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Polycrown Group derived 12% and 88% of its turnover from the PRC and Hong
Kong respectively and whilst there was an increase in turnover, it was still unable to
revert to profitability for 2002. lts net loss for 2002 was approximately the same as
that of the previous year. In order to achieve profitability, Polycrown Group will have
to cut down its high operating costs fo increase its profit margin and put a firm grip

on managerial control at operational level.

Polycrown Group had progressively completed most of its electrical and mechanical
projects in Hong Kong and China. Currently, major projects on hand include Kwai
Chung Container Terminal No. 9, the Mei Foo station of the KCRC West Rail, and
Chongging Times Square. Due to the persistent stagnant market condition in Hong
Kong, it is expected that the profit margin provided by tendered projects will be
lower than before. Although the management of Polycrown Group will pursue stringent
cost control measures and accelerate the collection of accounts receivable to ensure
a stable operating cashflow, the markets in which Polycrown Group competes will

remain competifive and challenging in year 2003.

In respect of environmental protection projects, projects granted in 2002 started fo
generate returns. Polycrown Group received orders for ifs solar electric power lighting
systems from both the Hong Kong government and the private sector, and its heat
pumping systems were adopted by several construction projects in China. The

Polycrown Group has therefore, successfully diversified into the market of China.

Condo Group limited and its subsidiaries ["Condo Group”)

Condo Group recorded a total turnover of approximately HK$73 million in 2002, a
decline of approximately 47% as compared to HK$139 million of last year. The

value of the contracts on hand amounted to approximately HK$112 million.

Condo Group derived 85% and 15% of its turnover from the PRC and Hong Kong
respectively and was unable to report profit for 2002. As a result, the Group had
taken a critical review on Condo Group's management problem, which aftributed to

Condo Group's poor performance in 2002.
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Business Review (cont'd)

(2)

(3)

Specialised Construction Contracting (cont'd)

During the year, Condo Group focused on consolidation and debt restructuring.
Going into 2003, certain member companies of Condo Group had begun to undergo
proposed voluntary debt restructurings, the completion of which will be subject to a
number of factors and approvals. As a result, the Hong Kong curtain wall and
window installation operations in 2002 were affected. In China, the Beijing Embassy
House had been completed and the revenues generated were able to contribute to
Condo Group's turnover. By better control on the collection of accounts receivable
and streamlining administrative structure, the loss in 2002 was reduced, when

compared fo the loss of the previous year.

Following the completion of the roof cladding work for Shanghai Science Land in
2001, Shanghai Jin Qiao Condo Decoration Engineering Co., Lid. will follow up

with other projects supervised by the Shanghai Municipal Government.

Going forward info 2003, Condo Group will try to complete the aforementioned
resfructurings and provide better managerial control at operating subsidiary level in
order to further expand its operations and to consolidate its position in the PRC
curtain wall and window installation businesses. These changes should bode well
for Condo Group fo take advantage of the business opportunities arising from the

Beijing Olympics 2008 and the Shanghai World Expo 2010.

Property Development and Management

ONFEM Tower, 29 Wyndham Street, Central

The average occupancy rate of ONFEM Tower stayed over 91% in 2002, and the
renfal income and the quality of tenants remained satisfactory. It contributed rental
income of approximately HK$ 10 million for the Group. Tenants included international

and multinational conglomerates with their respective branch offices in Hong Kong.

In view of the sluggish Hong Kong economy, the forthcoming large supply in
commercial spaces and weak demand in commercial property market in Central, the
Group had retained an infernational property management company in good repute
during the year fo provide better professional building management services and to
adopt effective measures to improve leasing and property management in order to

enhance the value of the ONFEM Tower.
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Business Review (cont'd)
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Property Development and Management (cont'd)

Haitian Garden, Zhuhai, China

In order to befter control this development project, the Group introduced a project
manager accountability scheme for the Zhuhai Haitian Garden project by appointing
a construction consultant specialist from Hong Kong as a member of the senior
management who would be responsible for improving the overall management of

this development project.

The substructure works for Haitian Garden had been completed, and the application
for final inspection of the said works by local authorities is now in progress. Upon
completion of such inspection, the Group will proceed with the superstructure

construction works.

After a period of adjustments, the property market in Zhuhai appears to be more
stable. With the strengthening of cooperation among Pearl River delta region, Hong
Kong and Macau, the prospect of Hong Kong-Macau-Zhuhai bridge, and the
geographical location and natural environment of Zhuhai, the Group is cautious
about the future prospect of the Haitian Garden, which is for higher end residential

and commercial market.

The property market in Zhuhai remains a difficult one, with no shortage of supply of,
and weak local demand for, higher end residential and commercial properties and
an inherent reliance on outside investors' fluctuating demand, and the ability of the
Group fo earn a return for its shareholders in this project will require a very disciplined

approach on all aspects of the development.

Phase | of Haitian Garden is expected to be completed in September 2004.
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Business Review (cont'd)
(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 (“GBFE"), a wholly-owned subsidiary of GBRE on
12 June 2000. According to the announcement published by the liquidators of
GBFE on 19 December 2002,

Assefs Limited had entered info a sale and purchase agreement in relation to 4 foll

it was announced that GBFE and Smart Watch

roads projects in Beijing on 16 December 2002. Pursuant to which, GBFE would
sell its interests to Smart Watch Assets Limited for a consideration of approximately
HK$1,560 million. The transaction was approved by the Eastern Caribbean Supreme

Court. The Group will make every endeavor to ensure that ifs inferest is profected.

Prospects

Whilst the Group is anticipating a brighter future, it is worth mentioning that each of Jaeger
Group, Enful Group, Condo Group and Polycrown Group is engaged in businesses which
have considerable competition. Events of the past year have enabled us to formulate a more
cautious and disciplined focus on the principal businesses of the Group. Going forward,
notwithstanding that the enhanced corporate governance and cost confrol measures as
mentioned above will better position the Group to compete, the ability to expand market
shares with reasonable returns will continue to be a balancing act. The recent outbreak of
the Severe Acute Respiratory Syndrome in China, Hong Kong and other Asian countries will
have a severe adverse impact on regional economies. In summary, year 2003 will likely be
challenging and the management will strive to work diligently and prudently in enhancing

shareholder value of the Group.

Liquidity and Financial Resources

The Group's financial position remains healthy. As at 31 December 2002, its gearing ratio,
representing a ratio of total borrowings fo tofal assefs, was maintained at 14.3% (2001:
17.5%). lts cash and bank deposits (including pledged deposits), in total, amounted fo
approximately HK$312 million as at 31 December 2002 (2001: HK$412 million).
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Liquidity and Financial Resources (cont'd)

The Group obtained its source of fund through various means in order to maintain @
balance between cost and risk. Apart from the fund generated from normal operations and
the cash and bank deposits, the Group also obtained its source of fund from bank borrowings
amounted to approximately HK$ 131 million as at 31 December 2002 (2001: HK$206

million).

As at 31 December 2002, the bank borrowings denominated in Renminbi ["RMB") were
approximately RMB39 million (2001: RMB65 million] and no bank borrowings are
denominated in US dollars (“US$”] (2001: US$5 million). The remaining balances were
denominated in Hong Kong dollars. Except a RMB29 million bank loan, all the Group's

bank borrowings are on a floating rate basis.

Capital commitments of the Group are partly financed by bank borrowings.

Financial Risk and Management
The Group's strategies towards financial risk management include diversification of funding
sources, extension of credit period and dispersal of maturity dates. For the year ended 31

December 2002, finance costs decreased to approximately HK$8 million from approximately

HK$9 million in 2001.

The total borrowings of the Group as at 31 December 2002 amounted fo approximately
HK$134 million (2001: approximately HK$208 million). The borrowings were repayable

as follows:

—EECF —TT-F

2002 2001

FET FE T

HK$'000 HK$'000

Within one year 134,364 204,631

In the second year 58 193

In the third to fifth years — 758
After the fifth year — 2,423
134,422 208,005
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Exposure to Fluctuation in Exchange Rates

Most of the transactions of the Group were denominated in Hong Kong dollars, RMB and
US$. Given that the exchange rate of Hong Kong dollar against RMB has been and will
likely remain stable, no hedging or other alternative measures have been implemented by
the Group. As at 31 December 2002, the Group had no significant exposure under foreign

exchange confracts, interest or currency swaps or other financial derivatives.

Group Assets Charging

As at 31 December 2002, the Group pledged certain investment properties and land and
buildings with an aggregate carrying amount of approximately HK$206 million (2001:
HK$237 million) as collateral for the Group's banking facilities. Besides, fixed deposits
amounted to approximately HK$102 million (2001: HK$133 million) have been pledged
by the Group as security for general banking facilities and for issuance of performance

bonds. Certain of the Group's inventories were held under trust receipt loan arrangements.

Contingent Liabilities

At 31 December 2002, there were contingent liabilities in respect of the following:

la)  The Group provided guarantees to employers of construction contracts in respect of
obligations arising from the associated construction confracts amounting to

approximately HK$ 16 million (2001: HK$93 million].

[b)  The Company provided corporate guarantees to various banks in respect of banking
faciliies extended 1o certain subsidiaries amounting to approximately HK$107 million
(2001: HK$255 million). As at 31 December 2002, the Company had a total
provision of approximately HK$97 million (2001: HK$98 million) in respect of such

corporate guarantees in the Company’s accounts.
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Contingent Liabilities (cont'd)

(c)

(d]

The Group has underfaken and performed electrical and mechanical engineering
work for various customers in Hong Kong and the PRC. In respect of such projects,
the Group has tax obligations which may result in pofential additional charges. No
provision has been made on the potential additional charges by the Group since the
amount of additional charges, if any, cannot be reliably determined. The Directors
are of the opinion that this matter will not have any significant financial impact to

the Group.

The Group has certain outstanding litigations with claims made by third parties of
approximately HK$12 million (2001: HK$12 million) in aggregate in respect of
certain contract works and no provision has been made by the Group. The Directors
are of the opinion that this matter will not have significant financial impact to the

Group.

Employees

As at 31 December 2002, the Group employed 482 staff (including the directors of the

Company). The total remunerations and benefits of the directors and staff during the year

was approximately HK$64 million [2001: HK$71 million]. The Group adopts a remuneration

policy in line with market practice, and remuneration is determined with reference to the

performance and experience of individual employees.

By Order of the Board
Wang Xingdong

Managing Director

Hong Kong, 24 April 2003



