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Turnover and results

The economy of Hong Kong and regions nearby were
severely attacked by the unexpected outbreak of SARS in
the first half of 2003, together with the war waged by the
United States and the United Kingdom on Irag. However,
with its continuous efforts, the Group recorded an audited
net loss from ordinary activities attributable to shareholders
of HK$31,994,000 for the year ended 31 December 2003
amidst such difficult operating environment, representing
a decrease of HK$37,387,000 when compared with last
year. Turnover amounted to HK$287,878,000, representing
an increase of 147% over last year. The increase was
mainly attributable to the consolidation of turnover from
Everbright Timber. Basic loss per share was 2.06 cents.

REVIEW OF OPERATIONS

(1) Watches and Timepieces Manufacturing and
Distribution

The year 2003 was a relatively tough year for the
Group’s wholly-owned subsidiary, Everbright EB
Brand Limited, and its subsidiary, EB Watch and
Clock (Shenzhen) Co., Ltd. (“EB Watch and Clock”).
The eruption of SARS epidemic in the first half of
the year was followed by a sluggish market
sentiment, the watches and timepieces industry was
particularly battered. Nearly all marketing activities
were put on hold during the SARS peak. On the
other hand, as a result of the price war amongst
competitors to secure market share and the
unreasonable shift by all means of losses
attributable to SARS suffered by shopping outlets
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to manufacturers, sales profit margins of watches
and timepieces shrank sharply. Moreover, value
added tax concession policy in relation to “local
manufacture, local sale” previously implemented in
the Shenzhen Economic Region was abolished in
January 2003. As such, EB Watch and Clock was
unable to enjoy a tax concession during the year
under review. This will exert considerable pressure
on its profits in the coming years.

Against such poor market environment, all staff of
EB Watch and Clock cope with the fierce
competition from strong competitors with great
diligence and intelligence. In addition, they exerted
their full strength, fine-toned sales strategies in a
timely manner and aggressively promoted the EB
brand and its products’ competitive edges. At the
same time, they actively pursued the development
of new and popular products with unique features
and the expansion of bulk purchase strategy,
leading to significant enhancement in the
Company’s market shares and economic efficiency.
Moreover, the Company had duly launched the
large-scale project of “Expansion of Production
Plant, Replacement of Facilities, Improvement in
Quality Control System, Improvement in Working
Conditions and Promotion of the Group’s Image”
at the end of 2002. The project was completed on
schedule at the beginning of the year under review
and played a key role in the improvement of brand
image, opening up of sales opportunities and
conclusion of businesses.
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Timber Business

The Group acquired Everbright Timber by the end
of March 2003. Against the substantial appreciation
in the currency of timber import countries and the
increase in shipment cost, cost of raw material
consequently surged. Besides, following the PRC’s
accession into the World Trade Organisation, there
was a great influx of imported timber from various
regions. With the intensified competition from
enormous manufacturers, together with the impact
from the outbreak of SARS, selling prices and sales
volumes of Everbright Timber have both dropped,
so as its income from core business, and the
profitability of the company was significantly
affected as a result. However, the management of
Everbright Timber swiftly revise its product and raw
material mix in accordance with the changes in
market demand, and expanded its procurement
channels for raw materials on the Mainland in order
to secure stable supply of raw materials with an
aim to reduce external adverse impact to the
greatest possible extent. At the same time, during
the year under review, the company has upgraded
lowered its cost and
thus

its manufacturing skills,
strengthened its internal management,
eventually enhancing its operating results.
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Property Development Project

The principal business of Beijing Jing Guan Property
Development Co. Ltd. (“Beijing Jing Guan”), a
company acquired by the Group in December 2003,
is the property developer of a project in East Part
of E Area, Taiyanggong New District, Taiyanggong
North Street, the PRC (“Property

Development Project”). Following the completion of

Beijing,

the relevant acquisition procedures, Beijing Jing
Guan is currently focusing on the development of
the Property Development Project into a high-to-
middle class residential estate with gross floor area
of approximately 193,000 square meters. Design,
inspection and tendering activities have gradually
commenced, and the Group has entered into
agreements with respective professional bodies in
these regards. Construction works are now
underway in full swing. Since the Property
Development Project is adjacent to Beijing’s Central
Business District and the Olympic Village, which is
under construction, and enjoys the advantages of
three-ring and four-ring traffic, the Directors believe
that the pre-sale of the Property Development
Project scheduled to be held in 2005 will generate
substantial revenue to the Group.

Property Investment

During the year, the Group ceased to rent a portion
of its head office in Hong Kong to CEH, the Group’s
rental income for the year slightly decreased
accordingly. Currently, the Group is negotiating with
a potential tenant, aiming to reach conclusion in
relation to the leasehold as soon as possible so as
to secure steady rental revenue. At the same time,
the Group is actively identifying other opportunities
with high investment return. Furthermore, the Group
has entered into a long-term lease with another
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new tenant with a term of twenty years for the
leasing out of a property situated in a factory
complex in Dongguan, Guangdong Province, the
PRC, for a monthly rent of RMB300,000, starting
from June 2003. Such lessee will develop the
property into a mega furniture plaza. Such leasehold
will generate long-term steady rental income to the
Group.

In April 2003, CEG has transferred to the Group a
property located in 2nd Lower Ground Floor, Jin
Hua Building, Yan He South Road, Luohu District,
Shenzhen, the PRC (“Jin Hua Building”) and an
office floor and three shops situated at Xianghua
Lu, Zhuhai at a total value of about HK$16 million,
in consideration of the guarantee given by the
Group for the advance. Jin Hua Building and the
above-mentioned properties in Zhuhai are currently
held by the Group for property investment purpose.

SUBSEQUENT EVENT

On 18 March 2004, CEH entered into a share sale
agreement with Sincere View International Limited (the
“Offeror”), which was incorporated in the British Virgin
Islands with limited liability, pursuant to which CEH agreed
to conditionally dispose of and the Offeror agreed to
conditionally acquire an aggregate of 625,393,515 shares
(representing approximately 40.48% of the existing issued
share capital of the Company) of the Company at a total
consideration in cash of approximately HK$218,890,000
(being HK$0.35 per share). The share sale agreement was
completed on 25 March 2004. The Offeror and parties
acting in concert with it in aggregate owned approximately
40.48% of the issued share capital of the Company upon
completion. Thus, pursuant to Rule 26 of the Takeovers
Code, the Offeror was obliged to make a mandatory
conditional cash offer to acquire the entire issued shares
which are not owned or to be acquired by the Offeror and
parties acting in concert with it on 8 April 2004.
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It is the intention of the Offeror that the Group will continue
to operate the existing core businesses which include the
manufacturing and distribution of watches and timepieces,
the distribution of timber, property investment and property
development. In addition, the Offeror will review the
financial and operation position of the Group in due course
in order to strengthen the business operation of the Group
for future business development. The Offeror currently has
no intention to inject any assets or business into the
Group.

Details of the acquisition are set out in the announcements
of the Company dated 19 March 2004 and 25 March
2004 respectively and the circular to the shareholders
dated 8 April 2004.

Financial Position

As at 31 December 2003, the Group had net assets of
approximately HK$487,400,000. The Group currently has
HK$320,342,000 unpledged cash and bank balance.
During the year, the Group recovered approximately
HK$8,200,000 from G. Yean Group Limited as the
compensation for the shortfall of the operating results of
Goodnice International Limited.

As at 31 December 2003, the Group’s gearing ratio
(calculated by dividing total bank and other loans by
shareholders’ equity) was 0.9 (2002: 0). As at 31
December 2003, the Group had aggregate bank loans
and other loans of approximately HK$242,361,000 and
HK$201,044,000, respectively. The Group’s bank loans
were repayable within one year and secured by certain
leasehold land and buildings of the Group with carrying
value of approximately HK$133,446,000 as well as a
guarantee executed by CEH. The loan supported by the
guarantee executed by CEH of HK$209,879,000 was fully
repaid in March 2004. The Group’s other loans were not
repayable within one year. The Group’s borrowings are
denominated in RMB and US dollar. The Group has no
significant exposure to fluctuations in exchange rates as
all the Group’s business are transacted in RMB and Hong
Kong dollar.
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Employees and Remuneration Policy

The Group employed approximately 2,400 full-time staff
in aggregate in Hong Kong and the PRC, covering
management, administration and manufacturing functions.
The remuneration packages offered by the Group include
basic salary, bonus and other fringe benefits. In order to
encourage contribution from the staff, the Group paid
discretion rewards to its staff as bonus with reference to
their performance during the year, and subject to the
Group’s profit. In addition, the Group provides
comprehensive medical insurance and attracting retirement
scheme for its employees. Directors and employees of
the Company in Hong Kong have joined the defined
contribution staff retirement scheme or the Mandatory
Provident Fund Scheme.

Prospect

We expect that the PRC economy will continue to grow.
With the implementation of the CEPA and “Individual Visit”
scheme, the overall economic sentiment of Hong Kong
has improved and it is believed that the recovery will be
sustained. The Group will continue to strengthen its
distribution and sales activities through launching additional
products and expansion of sales channels. At the same
time, the Group will continue to streamline its operating
procedures, strengthen its internal fundamental
management, tighten cost and expenditure control, and
increase its profitability effectively so as to achieve
sustainable growth. We will also grasp the development
opportunities from the booming property market in Beijing
fueled by the city’s rapid economic development pace
and allocate additional resources for the development of

property development business.
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Upon the completion of the acquisition, the Group believes
that its flexibility in terms of future investments and
decision-making on operation strategies will be enhanced.
We will review the Group’s business plans from time to
time in order to strengthen its core businesses. Meanwhile,
we will proactively consider and explore projects and
opportunities with sound prospect so as to strengthen
the Group’s diversified business operating model and
gradually enhance shareholder’s return.

Appreciation

| would like to take this opportunity to express my gratitude
to all shareholders, customers, bankers, professional
consultants, the management as a whole and all
colleagues for their dedication and contribution to the
Company during this challenging year.

Wang Shaolan
Chief Executive Officer

Hong Kong, 26 April 2004
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