CHAIRMAN’S STATEMENT

I am pleased to present the results of the Company and its
subsidiaries (the ‘‘Group’’) for the year ended 31st December,
2003 to the shareholders.

RESULTS

Loss attributable to sharcholders for the year was HK$0.2
million (2002: HK$15.6 million). Loss per share for the year
recorded at 0.22 cents (2002 (restated): 26.29 cents).

DIVIDENDS

No interim dividend was declared for the year (2002: Nil). The
Board did not recommend the payment of any final dividend for
the year ended 31st December, 2003 (2002: Nil).

BUSINESS REVIEW

Turnover for the year ended 31st December, 2003 amounted to
HK$0.9 million (2002: HK$1.2 million), decreased by 25.7%
from last year. The Group’s turnover for last year was mainly
derived from Arbuthnot Business Centre, which was disposed in
May 2002 while the acquisition of investment and other
properties under the Asset Transaction (as defined in the section
headed ‘Corporate Restructuring’’), completed in November
2003, could not have a significant contribution to the Group’s
rental income in the current year. For the month of December
2003, rental income derived from the properties of these newly
acquired subsidiaries and associates were approximately HK$0.7
million and HK$0.8 million respectively. Rental income from
properties resulted in a gross profit of HK$0.8 million (2002:
HK$0.5 million).

Loss from operations for the year was HK$1.1 million (2002:
HK$20.6 million), which comprised a loss of HK$0.8 million on
disposal of property at Panyu, the People’s Republic of China
(the ““PRC”’). Loss of last year was mainly attributable to the
impairment loss recognised in respect of properties held for
development of HK$21.1 million while such provision was not
required for the year. A write-back of allowance of HK$1.2
million (2002: HKS$6 million) from an associate was also
recorded in the current year.
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During the year, the Group acquired certain properties under the
Asset Transaction for development and investment purpose. As
at the balance sheet date, the Group’s major properties in Hong
Kong and PRC are listed as below:

In Hong Kong

Property Development

No. 34 Hill Road, Western District — The property is a 7-storey
composite building over 40 years old and is currently vacant.
The site has an area of approximately 2,146 square feet and has
been put on the market for sale.

Lot Nos. 2, 4, 7, 8 and 9 in DD 464, Clear Water Bay — The
property comprises five contiguous agricultural lots with total
registered site area of approximately 370,912 square feet. It was
Asset

acquired under the Transaction and pending for

development.

Lot No. 453 in DD 401, Ma Yau Tong — The property comprises
an agricultural lot with total registered site area of approximately
24,675 square feet.
Transaction and pending for development.

It was also acquired under the Asset

Development project of No. 255 Queen’s Road Central (now
named as Manhattan Avenue and formerly known as Hillier
Property) — This property was sold to Chinese Estates Group
under the Asset Transaction.

Investment Properties

Gemstar Tower, Hung Hom — The property is a 17-storey
godown building. Under the Asset Transaction, the Group
acquired 28 godown units on various floors and the roof with a
total gross floor area of approximately 134,740 square feet and
35,339 square feet respectively. The Group also holds 50 car
parking spaces including 2 container car parking spaces, 22 lorry
As of 31st

December, 2003, the occupancy rate of godown stood high at

parking spaces and 26 private car parking spaces.

98% which provides a stable monthly rental income of
approximately HK$0.7 million to the Group.

Other small-sized investment properties acquired under the Asset
Transaction are located at Mong Kok and Sha Tin also
contributed some rental income to the Group. We also shared
some profits from our newly acquired associates in connection
with properties located at Tuen Mun, Kwun Tong and Tsim Sha
Tsui.
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In PRC

Property Development

Chenghai Royal Garden, Shantou — The site is situated in the
Longhu District, the outlet of the Xinjin River. The site area is
about 5 million square feet. It is pending for future
development.

Panyu Technology Park, Guangzhou — The property comprises a
parcel of land with a site area of approximately 125,573 square
feet. It was acquired under the Asset Transaction and was
disposed in November 2003 for RMB3,149,820 (approximately
HK$3 million).

Asset Acquisition and Disposal

On 11th February, 2003, the Company and Jumbo Legend
Limited (‘‘Jumbo Legend’’), a wholly-owned subsidiary of the
Company, entered into a sale and purchase agreement with
Chinese Estates relating to, among other things, the purchase of a
group of wholly-owned subsidiaries of Chinese Estates, which
hold direct or indirect interests in various properties, and the sale
of Super Series Limited (‘‘Super Series’’), a wholly-owned
subsidiary of the Company which holds 100% indirect interest in
the development project of Manhattan Avenue (the °‘Asset
Transaction’’). The Asset Transaction was completed on 7th
November, 2003 and resulted in the acquisition of 7 investment
properties interests located at Hung Hom; Mong Kok; Sha Tin;
Tuen Mun; Kwun Tong; Kwai Chung and Tsim Sha Tsui in
Hong Kong and 6 other properties interests located at Clear
Water Bay; Ma Yau Tong; Hung Hom in Hong Kong and
Tianjin; Panyu; Shantou in PRC respectively.

Issue of new shares

Consideration of the asset acquisition 1is approximately
HK$605.4 million (the ‘“CC Consideration’’) and the
consideration on disposal of Super Series is approximately
HK$103.9 million (the ‘“C Consideration’’). The CC
Consideration was satisfied partly by set-off against the C
Consideration and the balance of approximately HK$501.5
million was satisfied by the allotment and issue of 222,879,881
shares of the Company (the ‘‘Consideration Shares’’) at an
agreed issue price of HK$2.25 per share (the net asset value of
the Company). The CC Consideration and the C Consideration,
under the Asset Transaction, has been determined after arm’s
length negotiations between the Company, Jumbo Legend and
Chinese Estates and between the Company and Chinese Estates
respectively while the underlining properties have been valued
on an open market value basis as at 30th November, 2002 by
Norton Appraisals Limited, independent professional surveyors.
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In order to maintain sufficient public float of the Company upon
completion of the Asset Transaction, Chinese Estates had made a
special dividend by way of distribution in specie of 62,989,870
shares (representing 22.3% of the issued shares of the Company)
from the Consideration Shares to its shareholders other than
major shareholders. As at the balance sheet date, Chinese
Estates owned 73.59% equity interest in the Company.

Capital Reduction and Reserves

Capital reorganisation of the Company was carried out, and
became effective on 8th October, 2003, to facilitate the Asset
Transaction. Upon effective of share consolidation and Capital
Reduction (as defined in the section headed °‘Corporate
Information’’ sub-section headed ‘‘Share Capital’’), the issued
share capital of the Company was reduced by HK$296.5 million
to HK$0.6 million, of which HK$245 million was applied to
eliminate the accumulated losses of the Company while the
balance of HK$51.5 million was included in a special capital
reserve account pursuant to an Order issued by the High Court of
Hong Kong Special Administrative Region of the People’s
Republic of China (the ““Court’”) dated 7th October, 2003. As at
the balance sheet date, the share capital of the Company became
HK$2.8 million after the issue of HK$2.2 million share capital
upon completion of the Asset Transaction while the accumulated
profits of the Company and the Group amounted to HKS$5.3
million and HK$1.7 million respectively.

2003 Warrants

The 2003 warrants expired at the close of business on 20th
November, 2003 and 594,261,068 units of outstanding 2003
warrant lapsed upon expiry.

Share Capital

The Company’s share capital was restructured during the year.
The authorised share capital was consolidated from
HK$500,000,000 divided into 5,000,000,000 ordinary shares of
HKS$0.10 each to HKS$500,000,000 divided into 100,000,000
ordinary shares of HKS$5.00 each (of which 59,426,106
consolidated ordinary share capital had been issued and were
fully paid). The authorised share capital of the Company was
then reduced to HK$1,000,000 divided into 100,000,000 ordinary
shares of HK$0.01 each (the ‘‘Capital Reduction’’). Upon
effective of the Capital Reduction, the authorised share capital of
the Company was increased from HKS$1,000,000 to
HK$500,000,000 by the creation of an additional 49,900,000,000
shares of HK$0.01 each ranking pari passu in all respects with
the existing issued and unissued shares in the capital of the
Company.
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CHAIRMAN’S STATEMENT

Upon completion of the Asset Transaction on 7th November,
2003, 222,879,881 new shares of the Company were allotted to
Billion Up Limited, a wholly owned subsidiary of Chinese
Estates and the shareholders of Chinese Estates as directed by
Chinese Estates, credited as fully paid.

PROSPECTS

Hong Kong’s economy experienced a difficult time because of
the outbreak of the Severe Acute Respiration Sydrome
(‘“°‘SARS”’) in March 2003.
consumers’ confidence were recovered visibly towards the end of

However, market sentiment and

year 2003 after the signing of the Closer Economic Partnership
Agreement with the PRC and the relaxation of travel restrictions
by the PRC. Local economy became more active in the second
half of 2003 and the Group remains optimistic about the
economic recovery of Hong Kong.

The Group’s property portfolio and capital position have been
The
newly acquired properties would generate recurrent income and

strengthened after completion of the Asset Transaction.

earnings of the Group would be secured. The Group aims to
optimize rental incomes and property occupancies and will
continue to look for new investment opportunities and prospect
for growth. Looking forward, the Group is expected to be more
flexible in its future business expansion and be in a better
position to face the ever-changing economic environment.

APPRECIATION

I would like to take this opportunity to thank the shareholders for
their continuing support and all the staff for their dedication and
hard work.

On behalf of the Board
Thomas Lau, Luen-hung
Chairman

Hong Kong, 23rd March, 2004
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