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w FINANCIAL REVIEW

(i)

(i)

(i)

Financial position

The financial position of the Group was healthy with a net cash
balance of HK$772 million as at 30th September 2000. This included
the proceeds from (i) subscription of 607,396,000 new shares of the
Company by Luckman Trading Limited, the existing major
shareholder, at HK$0.6388 per share, (ii) subscription of 27,852,389
new shares of the Company by Ontario Municipal Employees
Retirement System (*OMERS”) at HK$2.13 per share and (iii) exercising
the subscription rights attaching to the 2000 warrants at HK$0.40 per
share.

The only bank loan outstanding as at 30th September 2000 for the
amount of HK$4.4 million was repaid in November 2000.

Expiry of subscription rights attaching to the 2000 warrants
The Company’s 2000 warrants expired on 30th September 2000 and
upon exercising the subscription rights attaching to the 2000 warrants
by the warrantholders before the expiry date, 69,334,883 ordinary
shares were issued before 30th September 2000 and 134,673,427
ordinary shares were issued in October at HKS0.4 per share. This
raised approximately HK$81.6 million for the Company.

Interim Dividend
The Board does not recommend the payment of an interim dividend
for the six months ended 30th September 2000. (1999: Nil)
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OPERATIONS REVIEW
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(i)

Trading

During the period under review, distribution of brand name
photographic products continued to be one of the core businesses
of the Group. The turnover was approximately HKS181 million,
representing a decline of 46% from the same period in last year. The
decrease was mainly resulted from the discontinuation of frading
and distribution of *Kodak” and “Ricoh” branded products in PRC. The
Group had concentrated the resources to distribute products with
higher margin such as Nikon photographic products and Gucci
watches. Gucci watches is a new product line infroduced to the
Group in September 2000. The furnover of Nikon products has a
double-digit growth compared with the same period last year.

Joint Venture in Shandong

Background

On 25th September 2000, the Company entered info an agreement
with Sanlian Group, a leading provider of broadband technology
and information services in Shandong, and China Shandong Group
Limited, a *window” company of Shandong provincial government in
Hong Kong. pursuant to which a new joint venture would be
established in Shandong (the “Joint Venture”). The Group would have
40% interest in the Joint Venture whose businesses are to develop
fiber-optic broadband technologies and consulting services, to
develop technologies and products for the use of Beelink.com, the
country’s first broadband multi-media portal developed and built by
Sanlian Group, and to provide comprehensive tfechnical support to
Sanlian Group.

The incorporation of the Joint Venture is expected to be approved
by the Shandong authorities in December 2000.

Market size

The existing network of Beelink.com currently covers 70% of Jinan city,
providing 10Mbps, 100Mbps and 155Mbps dedicated broadband
connection to both personal and business users. (the *Network”). The
number of registered users of the Network has already reached
8,000, representing 30% of Jinan city’s Internet users. The Network will
further extend to other cities in Shandong namely Qingdao, YanTai,
WeiFang, WeiHai and DongYing.
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Business Direction

The Joint Venture will be positioned as a leader in the provision of
quality broadband Internet fechnology and e-commerce services in
the PRC. In addition to the continued extension of the Network, the
Joint Venture will also develop B2B applications and solutions, online
transactions and payment facilities and other e-commerce services
for the business community, leveraging the Joint Venture partner’s
position as one of the largest private enterprises in China.

(iii) Disposal of Non-core Asset
The Group is aggressively attempting to dispose its non-core assets.
For the investment in the unconsolidated subsidiary, Artland
International Limited, which has a 50% stake in a joint venture in
Sichuan, the Group has resumed discussions with the joint venture
partner to seek for cooperation possibilities.

(iv) Investment in listed securities

The performance on the listed securities in Hong Kong was less than
satisfactory due to the unfavourable market conditions. The Board
had decided to write down the long-term investment in listed
securities to the market value as at 30th September 2000. The short-
term investment in listed securities had been valued at market value
for both the period ended 30th September 2000 and the year ended
31st March 2000.

FUTURE PLAN AND PROSPECTS

The Group operates with a strategic long-term vision in mind. China’s entry
into the World Trade Organization presents an ideal opportunity fo grow
the Group’s businesses, with tremendous economic advantages in
different industries. By ufilizing its metropolitan broadband technology
platform, the Group will focus on four business areas, namely Broadband
Services and Technology, Media and Information Services, Education and
Financial Services.
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