CHAIRMAN’S STATEMENT

RESULTS
Turnover for the year ended 31st December, 2000 amounted
to HK$649.7 million, a 19.4% decrease from the previous
year. It was mainly due to the drop in securities trading. Gross
profit for the year ended 31st December, 2000 decreased by
15.3% to HK$564.0 million over the previous year because
of the decrease in profit on securities trading. Gross profit
comprised of net rental income of HK$521.9 million, a
decrease of 5.9% from last year. The Group’s audited
consolidated net loss for the year ended 31st December, 2000
was HK$378.8 million (1999: profit of HK$138.2 million).
Loss per share was 17.6 cents (1999: earnings per share of
7.2 cents).
Other revenue recorded an increase of 58.1% to HK$97.9
million when compared with last year due to increase in
interest income and profit on disposal of other fixed assets.
Administrative expenses reduced by 7.8% to HK$161.2
million as compared with last year as a result of effective
control in costs.
A development project held by an associate was completed
during the year and sale of the project had resulted in a loss
of HK$58.7 million attributable to the Group. To reflect the
adjustment of property development value, provision of
HK$49.6 million was made for a development project held
by a subsidiary, and a total of HK$236.5 million was made
for development projects held through associates.
The Kwong Sang Hong International Limited (“Kwong Sang
Hong”) and Evergo China Holdings Limited (“Evergo China”)
had recorded operating loss for the year and these losses were
equity accounted for in share of results of associates. In
addition, there was a deemed loss on dilution effect of
shareholding in Kwong Sang Hong.

DIVIDENDS
No interim dividend was declared for the year (1999: Nil).
The Board does not recommend the payment of any final
dividend for the year ended 31st December, 2000 (1999: Nil).
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BUSINESS REVIEW
Hong Kong Investment Properties
The rental market has stablised and the occupancy rate of our
Group’s investment portfolio has improved during the year,
as a result of the recovery of the Hong Kong economy.
However, the Group’s gross rental income still recorded a drop
of 8.5% from HK$602 million in year 1999 to HK$551 million
in year 2000. As the new rents achieved in most cases of lease
renewal were lower than those of the previous term, which
were almost all agreed around 1997.
Overall leasing conditions continued to improve during the
first part of 2000. As the increase in economic activity,
expansion of Information Technology (IT) companies has
absorbed much of the supply of office space, particularly for
Grade A office, while the demand has extended to office space
in some fringe areas other than the core of Central District.
The strong demand supported a significant rise in overall
office rentals last year. As at the end of year 2000, the
occupancy rate of the office spaces of the MassMutual Tower
and Harcourt House have reached 98.73% and 93.73%
respectively.
Combined with improvements in economic fundamentals,
consumer sentiment and increase in tourist arrivals, retail
business in prime shopping district has noticeably rebounded.
Recently, the Group has increased its portfolio of retailing
properties in Causeway Bay, which is the traditional prime
shopping district in Hong Kong by the additions of approximately
38,648 square feet of retailing space consisting of 15 units
of shops, which include the shops of the New Face by Sogo
in the Excelsior Plaza. The said shops have a total current
rental income of approximately HK$4.28 million per month.
The management considered the acquisitions as a strategic
move to enhance the overall value and importance of its
existing retailing portfolio in Causeway Bay, which includes
the Windsor House and Causeway Place besides that of the
acquired units in the Excelsior Plaza. It is believed that the
move can bring about a synergy and efficiency in term of
letting, marketing and management.
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The Group’s management emphasizes on enhancing the
quality of its properties, improving in letting performance and
meeting the changing demands of its tenants. During the year
2000, the Group renovated a number of its investment
properties. The external walls and the podium of the New
York Life Tower and the In Square of Windsor House were
refurbished to provide with a fresh image for shoppers. By
the end of year 2000, the first and second floors of Hong Kong
Mansion were converted into a modern shopping mall called
“Causeway Place”; the original single restaurant tenant of this
property was replaced with a diversity of specialty shops in
two large platforms of floors now occupied by over 160
tenants. With the new design concept, traffic flow of visitors/
shoppers and the rental value of the property have significantly
increased. The management believes that the “Causeway
Place” will emerge as another prominent meeting place for
shoppers, in particular, after its front street be opened as a
restricted pedestrian area as planned. At the end of 2000,
Causeway Place had achieved an occupancy rate of 90%, with
rental income estimated at over HK$70 million a year.
The letting of the Group’s renowned Wanchai Computer
Centre was almost fully let in the year 2000, and it has
generated a steady income of around HK$39 million a year.
Since last year, the improvement in the traffic flow and
shopping atmosphere in Canton Road of Tsimshatsui has
created a positive impact on the Silvercord Shopping Arcade,
and the Group has put effort in improving its tenant mix and
believes that a better flow of shoppers and letting performance
can be achieved. The Group’s portfolio of retail properties
are mainly located in prominent shopping districts in Hong
Kong, and it is believed that a steady improvement of its rental
performance can be achieved.
Hong Kong Development Properties
The Group is committed to increasing its participation in Hong
Kong’s property development market through the use of
prudent selection criteria for suitable opportunities. Most of
the Group’s direct interests in property developments are
mainly in commercial and residential projects within the
northern part of Hong Kong Island and the southern part of
the Kowloon Peninsula. The Group believes that the limited
supply of land can support price levels and sustain demand.
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During the 2000 fiscal year, the Group had added two new
development projects to its existing portfolio. One is a 100%
interest in a residential development project at Kau Pui Lung
Road with a development potential of approximately 46,000
square feet gross floor area of mixed residential/commercial
spaces. Lease modification for a change of land usage and
the land premium have been settled. The demolition of
existing building will start soon. The whole project is
expected to be completed in 2003.
In mid 2000, the Group acquired another 10% interest in a
consortium formed for the redevelopment of the former
military hospital in King’s Park, a site at the junction of
Princess Margaret Road and Wylie Road, Kowloon. It is
planned that the development will consist of 700 luxurious
domestic units with a gross floor area over 904,000 square
feet. The Master Layout Plan was submitted in November
2000, pending clarification of certain technical issues with the
Town Planning Board. Site formation works is scheduled to
commence in the third quarter of 2001, and the project is
scheduled to complete in year 2004.
Land acquisition for Phase I of the redevelopment jointventure project with Land Development Corporation in Tai
Yuen Street was completed in October 2000. Foundation
works will start in the second half of 2001, after the current
demolition works is completed. Phase I of the project will
be completed as scheduled in 2003.
The Hing Wah Street residential/commercial project (50%
interest) was completed in April 2000. All residential units,
retailing units and carparks in this project were sold except
that the first floor of commercial units has been leased for
a term of 3 years. Foundation works of Shiu Fai Terrace
project (50% interest) are expected to be completed in the third
quarter of 2001 which will be followed by the construction
of its superstructure. Site formation and foundation works
for the Conduit Road project (70% interest) will commence
in mid 2001.
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Superstructure works for the Hillier Street project is expected
to start in mid 2001. In November 2000, the Group disposed
of, inter alia, the whole Hillier Street project to the publiclylisted Chi Cheung Investment Company, Limited (“Chi
Cheung”) because of the Group’s involvement in the Chi
Cheung’s debt and capital restructurings. As a result of this
disposal, the Group has acquired a major equity interests in
Chi Cheung.

CORPORATE INFORMATION
2000 Warrants
The exercise of 2000 warrants of the Company has provided
a positive cash inflow as additional working capital for the
Group. During 2000, 96,258,901 units of 2000 warrants were
exercised to subscribe for 96,258,901 shares of the Company
at a total subscription price of approximately HK$98 million.
Most of the warrants were exercised by Mr. Joseph Lau, Luenhung, Director of the Company. The 2000 warrants expired
at the close of business on 24th November, 2000 and
94,756,438 units of outstanding 2000 warrants lapsed upon
expiry.
Acquisition of Chi Cheung
On 20th November, 2000, the Group completed the acquisition
of a 66.89% controlling shareholding in Chi Cheung, a
property development company listed in Hong Kong, by
participating in Chi Cheung’s debt and capital restructurings
and by injecting into Chi Cheung of a 138-room hotel
development project at Hillier Street and 80 carparking spaces
at the Aberdeen Centre at an adjusted value of HK$216
million, together with a cash contribution of HK$60 million.
The Group aims to maintain Chi Cheung as its arm for certain
property developments and investments, and may consider to
diversify its business if suitable opportunity arises. At
present, the Group has 72.28% share interests in Chi Cheung
after certain creditors of Chi Cheung exercised the put options
procuring the Group to purchase their shares receivable under
the scheme of arrangement of Chi Cheung.
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Connected Transactions and Issue of Convertible Bonds
During the year and up to the date of this report, the Company
entered into a connected transaction and a connected and share
transaction in relation to the acquisitions of various portions
of the Excelsior Plaza in Causeway Bay. Both acquisitions
of a total of approximately 38,648 square feet of the retailing
space in the Excelsior Plaza were approved by the independent
shareholders of the Company in special general meetings. Part
of the consideration for the acquisition of the units occupied
by the New Face by Sogo was satisfied by the Company’s issue
of 3% interest convertible bonds (the “Bonds”) due in 2003
in the aggregate principal amount of HK$200 million on 21st
March, 2001, the holders of which are entitled to convert the
Bonds into shares of the Company at HK$1.08 per share. The
issue of Bonds would allow the Group to retain more cash
reserves, enabling the Group to capture property investment
opportunities which may arise in the future.
Placing and Subscription
The Company raised approximately HK$168 million (net of
expenses) in December 2000 thr ough a placement of
95,000,000 issued shares and a top-up subscription of
212,300,000 new shares of the Company by Mr. Joseph Lau,
Luen-hung and Golden Game Overseas Limited, a director and
a controlling shareholder of the Company respectively. The
net proceeds of HK$160 million was used for repayment of
loans of the Group with the balance retained for general
working capital use.
Credit Rating
Standard & Poor’s has placed its B+ corporate credit rating
on the Company after its CreditWatch in March 2001. The
Directors have not noted of any adverse impact on the Group’s
cost of borrowing nor borrowing ability. Recently, the Group
has completed a re-financing of HK$650 million facility with
a syndicate of banks on normal current commercial terms of
financing.
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PROSPECTS
For the year 2000, the economy of Hong Kong has gradually
recovered from recession, even though the economic performance
in the second half was less encouraging than that of the first
half of the year, due to the reduction in activities in the IT
sector and uncertainties over house prices. Nevertheless, the
decrease in mortgage rate and the ease of credit, the pick up
of domestic demand led by increasing disposable income and
consumer sentiment helped all the economy to regain its
positive economic path with 4% real GDP growth in year 2000.
The Government has demonstrated its commitment to restoring
confidence in property sector by tightening the supply of
subsidized flats and scaling down public land sales. The
monthly mortgage payment of home purchasers is now lower
than rental payment by tenants due to the historical low
mortgage rate, and house pr ices have reac hed a more
affordable level. Accordingly, overall sentiment for the Hong
Kong property sector should be sustained and show steady
growth.
Buying activities for end-users in the residential market and
strata-title properties sales for both grade A and grade B
offices in various locations started to pick up in last July. This
is a phenomenon not been seen since the economic crisis.
Investors are being attracted back to both office spaces and
luxurious residential units, as overall property prices are
believed to have bottomed out. Current auction prices at land
auctions have reflected a positive view among the developers
that they are expecting a recovery of residential prices over
the next couple of years.
With the re-launching and re-letting of the Group’s renovated
properties, the cutting back of rent-free periods and the cease
of requests from tenants on lower rental, barring unforeseen
circumstance, such as severe world-wide recession or a slump
in global stock markets, the Directors expect that the overall
Hong Kong economy and its property market will continue
a positive growth. The Group will continue to place emphasis
on enhancing its property portfolio and strengthening its
management and operations to enable it to take advantage of
potential opportunities in the future.
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APPRECIATION
I take this opportunity to thank our shareholders, my fellow
directors and our staff for their dedication and support.

Thomas Lau, Luen-hung
Chairman
Hong Kong, 6th April, 2001
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