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RESULTS

Turnover for the year ended 31st December, 2002 amounted to
HK$1.2 million, a 73.9% decrease from the previous year. The
Group’s turnover for the year represents gross rental income
mainly derived from Arbuthnot Business Centre and the disposal
of Arbuthnot Business Centre in May 2002 accounted for the
significant drop in turnover. The property rental income resulted
in a gross profit of HK$0.5 million (2001: HK$2 million).

Loss from operations for the year amounted to HK$20.6 million,
(2001: HK$42.7 million). It was mainly attributable to the
impairment loss recognised in respect of properties under
development of HK$21.1 million (2001: HK$36.0 million).

NET ASSET VALUE

As at 31st December, 2002, the Group’s total net asset amounted
to approximately HK$120.3 million, a decline of HK$15.6
million or 11.5% as compared with the value of HK$135.9
million as at 31st December, 2001. Total net asset value per
share was HK$0.040 (2001: HK$0.046).

DEBT AND GEARING

As at 31st December, 2002, the Group has bank and other
borrowings amounted to HK$22 million (2001: HKS$64.2
million) which is secured and repayable within 1 to 2 years.
Cash and deposit at bank amounted to HK$11.2 million (2001:
HK$8.7 million) and net borrowings amounted to HK$10.8
million (2001: HK$55.5 million). Total debt to equity ratio was
18.3% (2001: 47.2%) and the net debt to equity ratio was 9%
(2001: 40.8%) which are expressed as a percentage of bank and
other borrowings, and net borrowings respectively over the total
net assets of HK$120.3 million. (2001: HK$135.9 million). The
decrease in the ratio is due to the repayment of the bank and
other borrowings from the Group’s internal resources during the
year.

During the year, a new banking facility of HK$79 million was
arranged for the Queen’s Road Central/Hillier Street
development project and HK$22 million was drawn down as at
31st December, 2002.

As at 31st December, 2002, the Group’s borrowing was wholly
denominated in Hong Kong dollars and carried at interest rate
calculated with reference to HIBOR. The Group did not have
any financial instruments used for hedging purpose. All assets
and investments of the Group were denominated in Hong Kong
dollars. The Group did not have any contingent liabilities as at
31st December, 2002.
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PLEDGE OF ASSETS

As at 31st December, 2002, a property under development with a
book value of approximately HK$125 million was pledged to
secure a banking facility of HK$79 million.

OBLIGATIONS UNDER BANKING FACILITY
DOCUMENTATION

As at 31st December, 2002, particulars of loan covenants which
impose specific performance obligations on the controlling
shareholders of the Company are set out below.

In respect of a banking facility of HK$79 million with a term of
18 months granted to a wholly-owned subsidiary of the
Company, Chinese Estates Holdings Limited (‘‘Chinese
Estates’”), as guarantor, will maintain a minimum consolidated
tangible net worth of HK$7 billion and Chinese Estates will
remain as its holding company.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income for the year was HK$0.1 million, remained about
the same as last year. Interest expenses decreased by 74.4% to
HKS$1 million from HK$3.9 million recorded last year, such
decrease was due to the repayment of bank and other borrowings
during the year.

REMUNERATION POLICIES

During the year under review, the Group employed a total of 3
staff. Remuneration packages comprised salary and year-end
bonuses based on individual merits.

LITIGATION

A member of the Group has been involved in a dispute with a
contractor for the delay in completion of the demolition, site
formation, temporary shoring pilling foundation installation
works of the Queen’s Road Central/Hillier Street development
project. A member of the Group has issued a statutory demand
pursuant to section 178(1)(a) of the Companies Ordinance in
December 2002 and the amount claimed by the Group was
approximately HK$89 million. In February 2003, the contractor
issued a writ of summons against a member of the Group for
(inter alia) payment of works done pursuant to the building
contract.

PROPERTY VALUATION

A property valuation has been carried out by Norton Appraisals
Limited, registered professional surveyors, in respect of the
Group’s investment properties held as at 31st December, 2002
and that valuation was used in preparing 2002 financial
statements. The Group’s investment properties were valued at
HK$0.5 million (2001: HK$48.93 million), a 9.1% decrease over
2001 after adjusted for the disposal of an investment property
during 2002.
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