
SHOUGANG CONCORD
CENTURY

HOLDINGS LIMITED
首 長 寶 佳 集 團 有 限 公 司

(Incorporated in Hong Kong with limited liability)
(Stock Code: 103)

FINAL RESULTS FOR THE YEAR ENDED
31 DECEMBER 2003

H I G H L I G H T S
Tu r n o v e r  increased b y  26.6%  t o  H K $297,271,000
( 2 0 0 2 :  H K $ 2 3 4 , 8 9 1 , 0 0 0 )
O p e r a t i n g  p r o f i t  inc reased b y  52 .7%  t o
H K $ 83,278,000 ( 2 0 0 2 :  H K $ 5 4 , 5 2 6 , 0 0 0 )
N e t  p r o f i t  increased b y  55.6%  t o  H K $ 66,092,000
( 2 0 0 2 :  H K $ 4 2 , 4 8 1 , 0 0 0 )
E a r n i n g s  p e r  s h a r e  increased b y  35.1%  t o
H K 7.50 c e n t s  ( 2 0 0 2 :  H K 5 . 5 5  c e n t s )
N e t  a s s e t  v a l u e  inc reased  b y  33 .9%  t o
H K $ 5 9 3 , 8 7 0 , 0 0 0  ( 3 1  D e c e m b e r  2 0 0 2 :
H K $ 4 4 3 , 4 8 9 , 0 0 0 )



The board of directors of Shougang Concord Century Holdings Limited
(the “Company”) is pleased to announce the audited consolidated results
of the Company and its subsidiaries (the “Group”) for the year ended 31
December 2003 as follows:

2003 2002
Notes HK$’000 HK$’000

(As restated)
TURNOVER 2 & 3 297,271 234,891
Cost of sales (196,367) (159,323)

Gross profit 100,904 75,568
Other operating income 3,126 475
Distribution costs (1,307 ) (919)
Administrative expenses (26,115) (28,036)
Other operating expenses (1,044 ) (8,002)
Recovery of bad and

doubtful debts 7,714 15,440

PROFIT FROM OPERATIONS 4 83,278 54,526
Finance costs (3,178 ) (2,024)
Share of results of jointly

controlled entities 6,847 6,853
Share of result of an associate 5,251 4,885

PROFIT BEFORE TAXATION 92,198 64,240
Income tax expenses 5 (8,468 ) (1,328)

PROFIT BEFORE
MINORITY INTERESTS 83,730 62,912

Minority interests (17,638 ) (20,431)

NET PROFIT ATTRIBUTABLE
TO SHAREHOLDERS 66,092 42,481

DIVIDENDS 6 15,238 –

EARNINGS PER SHARE 7
Basic HK 7.50 cents  HK 5.55 cents

Diluted HK 7.00 cents N/A

Notes:
1. CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has adopted, for the first time, the following Hong
Kong Financial Reporting Standard (“HKFRS”) issued by the Hong Kong Society
of Accountants (the “HKSA”), the term of HKFRS, is inclusive of Statements of
Standard Accounting Practice (“SSAP”s) and Interpretations approved by the
HKSA.



SSAP 12 (Revised) “Income taxes”
The Group has adopted SSAP 12 (Revised) “Income taxes”. The principal effect
of the implementation of SSAP 12 (Revised) is in relation to deferred tax. SSAP
12 (Revised) requires the adoption of a balance sheet liability method, whereby
deferred tax is recognised in respect of all temporary differences between the
carrying amount of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, with limited
exceptions. In the absence of any specific transitional requirements in SSAP 12
(Revised), the new accounting policy has been applied retrospectively.
Comparative amounts for 2002 have been restated accordingly. Opening
accumulated losses at 1 January 2002 have been increased by HK$161,000,
which is the cumulative effect of the change in policy on the results for period
prior to 1 January 2002. In current year, the effect of the change is an increased
charge to income taxes of HK$149,000 (2002: a credit of HK$310,000).

2. TURNOVER
Turnover represents the amounts received and receivable for goods sold by the
Group to outside customers, less returns and trade discounts, and gross rental
income during the year.
An analysis of the Group’s turnover is as follows:

2003 2002
HK$’000 HK$’000

Sales of goods
Manufacturing of steel cord 218,463 177,705
Processing and trading of copper and

brass products 77,715 56,692
Others 791 5

296,969 234,402
Rental income 302 489

297,271 234,891



3. BUSINESS AND GEOGRAPHICAL SEGMENTS
(a) Business segments

For the year ended 31 December 2003
Copper

Steel and brass Corporate
cord products and others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000
Segment revenue

External sales 218,463 77,715 1,093 297,271
Other operating income (287) 1,851 1,562 3,126

Total 218,176 79,566 2,655 300,397

Result
Segment result 92,186 3,590 (12,286) 83,490

Unallocated corporate
income and expenses, net (212)

Profit from operations 83,278
Finance costs (3,178)
Share of results of jointly

controlled entities – – 6,847 6,847
Share of result of an associate – – 5,251 5,251

Profit before taxation 92,198
Income tax expenses (8,468)

Profit before
minority interests 83,730

Minority interests (17,638)

Net profit attributable to
shareholders 66,092



For the year ended 31 December 2002

Copper
Steel and brass Corporate
cord products and others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000
(As restated)

Segment revenue
External sales 177,705 56,692 494 234,891
Other operating income – – 475 475

Total 177,705 56,692 969 235,366

Result
Segment result 74,771 948 (14,900) 60,819

Unallocated corporate
income and expenses, net (6,293)

Profit from operations 54,526
Finance costs (2,024)
Share of results of jointly

controlled entities – – 6,853 6,853
Share of result of an associate – – 4,885 4,885

Profit before taxation 64,240
Income tax expenses (1,328)

Profit before
minority interests 62,912

Minority interests (20,431)

Net profit attributable to
shareholders 42,481

(b) Geographical segments
Other regions
in the People’s

Republic of
Hong Kong China (the “PRC”) Others Consolidated
2003 2002 2003 2002 2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue:
Sales to external

customers 43,525 53,796 253,444 180,291 – 315 296,969 234,402
Gross rental income 302 489 – – – – 302 489

 43,827 54,285 253,444 180,291 – 315 297,271 234,891



4. PROFIT FROM OPERATIONS
2003 2002

HK$’000 HK$’000

Profit from operations has been arrived
at after charging:

Cost of inventories sold 190,813 158,808
Depreciation 24,814 23,024
Amortisation of land use rights 614 559
Amortisation of goodwill 556 –
Loss on disposal of property,

plant and equipment, net 33 12
Loss on write off of interest

in a jointly controlled entity – 6,495

5. INCOME TAX EXPENSES
2003 2002

HK$’000 HK$’000
(As restated)

Current tax:
Hong Kong – –
Other regions in the PRC 6,397 7

6,397 7

Deferred taxation:
Current year 71 (310)
Attributable to change in tax rate 78 –

149 (310)

Taxation attributable to the Company and
its subsidiaries 6,546 (303)

Share of taxation attributable to
jointly controlled entities 1,214 876

Share of taxation attributable to an associate 708 755

8,468 1,328

No provision for Hong Kong Profits Tax has been made as the Group had no
assessable profit for both years.

The Hong Kong Profits Tax rate was increased from 16% to 17.5% with effect
from year of assessment 2003/2004. The effect of this increase has been reflected
in the calculation of deferred tax balances at 31 December 2003.



Taxation in the PRC is calculated at the rates prevailing in the PRC. Certain
subsidiaries, jointly controlled entities and associate of the Group operating in
the PRC are eligible for certain tax exemptions and concessions. Accordingly,
PRC income tax has been provided taking into account of these tax exemptions
and concessions.

6. DIVIDENDS
2003 2002

HK$’000 HK$’000

Ordinary shares:
Interim dividend paid –
HK1.5 cents per share (2002: Nil) 15,238 –

7. EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share is based on the
following data:

2003 2002
HK$’000 HK$’000

(As restated)

Profit for the year 66,092 42,481

Weighted average number of
ordinary shares for the purposes
of basic earnings per share 881,110,017 765,372,000

Effect of dilutive potential
ordinary shares:

Share options 63,319,274 –

Weighted average number of
ordinary shares for the purposes
of diluted earnings per share 944,429,291 765,372,000

In 2002, no diluted earnings per share has been presented because the exercise
price of the Company’s share options was higher than the average market price
of shares.

MANAGEMENT DISCUSSION & ANALYSIS
Business Review
Broadly speaking, the overall trading environment in 2003 was still positive
to the Group. The outbreak of SARS epidemic and the Middle East conflicts
during the first half of 2003 had not had a material impact on the economic
development of the People’s Republic of China (the “PRC”) which
sustained a high gross domestic product growth of 9.1% in 2003. This
provided a favorable operating environment for our businesses, and we
were pleased to report the third consecutive growth in profit since year
2000.



Manufacturing of steel cord for radial tyres (“Steel cord”)
The persistent strong economic growth in the PRC had accelerated the
development of the domestic motor vehicles industry and construction of
freeway network. According to the information of China Rubber Industrial
Association, total production and sales of motor vehicles in 2003 were
approximately 4,440,000 units and 4,391,000 units, an increase of 36.8%
and 35.2% over 2002 respectively, another year of robust growth after an
increase of 38.5% and 36.7% in 2002 as compared to 2001. On the other
hand, approximately 4,639 kilometers of freeway were added to the freeway
network during 2003 (Source: National Bureau of Statistics of China).
These, along with increased radialization of tyres, brought forth the
extended demand for radial tyres and steel cord, the crucial components
for manufacture of radial tyres.

The increasing demand for steel cord spurred the revenue growth of Jiaxing
Eastern Steel Cord Co., Ltd. (“Jiaxing Eastern”), our wholly owned
subsidiary engaged in steel cord manufacturing. During the year, turnover
increased  by 22.9% to HK$218,463,000 as compared to HK$177,705,000
for the previous year. Gross profit rose by 35.5% to HK$95,033,000,
gross profit margin advanced from 39.5% in the previous year to 43.5%
in the current year, as average production cost dropped further from
enlarged production and as a result of economies of scale.

Although gross profit was up by 35.5%, Jiaxing Eastern’s operating profit
only increased by 23.3% to HK$92,186,000, as the specific bad debts
recovery for the year dropped by 58.9% to HK$5,754,000 as compared to
HK$14,004,000 in the previous year. Operating profit would have increased
by 42.2% when these non-recurring bad debts recovery were excluded.

Processing and trading of copper and brass products (“Copper & brass
products”)
Our copper & brass products segment experienced a volatile year in 2003.
Overseas merchandisers postponed their purchases in Hong Kong and the
PRC during the SARS outbreak in the first half, demand for our copper
products was weakened and negatively affected the operating results of
this segment. However, we envisioned that the economy would recuperate
and therefore, we increased our inventory at a relatively low price level.
Simultaneously, we hastened the pace in shifting our processing from our
facility in Hong Kong to Dongguan with an objective to lower our costs.
With these measures and as the economy recovered rapidly in the second
half of the year, this segment was able to rebound and achieved profitable
results for the whole year.

The production plant established in Dongguan, the PRC in August 2002
started to provide positive contribution during the year under review.
With a broadened customer base, this business segment recorded an
increase of 37.1% in turnover to HK$77,715,000. Gross profit increased



by 11.1% to HK$5,474,000 while its gross profit margin dropped from
8.7% in previous year to 7%. The Dongguan production plant operated at
below average production capacity in its inception of operations had led
to higher average unit cost and hence lowered gross profit margin.

Operating profit of this segment increased by 278.7% to HK$3,590,000.
Besides the increased profit contribution from sales growth, the exceptional
sharp rise in operating profit was also attributable to a surplus on the
revaluation of its office, workshop and warehouse of HK$1,851,000, as
opposed to a deficit of HK$218,000 in the previous year, due to a general
rebound in the Hong Kong property market since the third quarter of
2003. When excluding such surplus/deficit on revaluation, there was still
a significant increase of 49.1% in operating profit over the previous year.

Financial Review
The Group recorded a net profit attributable to shareholders of
HK$66,092,000 for the year, an increase of 55.6% as compared to
HK$42,481,000 (as stated for adjustment of deferred tax as per note 1 to
the consolidated income statement) for the previous year. Basic earnings
per share was up from HK5.55 cents to HK7.50 cents for the year under
review.

Turnover
Turnover of the Group amounted to HK$297,271,000 for the year under
review, an increase of 26.6% as compared to HK$234,891,000 for the
previous year. A summary of the breakdown by business activities is as
follows:

2003 % of total 2002 % of total
HK$’000 turnover HK$’000 turnover % change

Steel cord 218,463 73.5 177,705 75.7 +22.9
Copper &

brass products 77,715 26.1 56,692 24.1 +37.1
Others 1,093 0.4 494 0.2 +121.3

Total 297,271 100.0 234,891 100.0 +26.6



Gross profit
Gross profit  rose from HK$75,568,000 in the previous year to
HK$100,904,000 for the year under review, represented an increase of
33.5%. Such growth exceeded those of 26.6% increase in turnover as
gross profit margin increased from 32.2% to 33.9%, primarily attributable
to the steel cord business. The breakdown of gross profit by business
activities is summarised as follows:

2003 Gross 2002 Gross
HK$’000 profit % HK$’000 profit % % change

Steel cord 95,033 43.5 70,148 39.5 +35.5
Copper &

brass products 5,474 7.0 4,929 8.7 +11.1
Others 397 36.3 491 99.4 -19.1

Total 100,904 33.9 75,568 32.2 +33.5

Administrative expenses
We did not loosen our cost control measures despite significant growth in
turnover. Administrative expenses dropped by 6.8% to HK$26,115,000
for the year. The expenses for 2002 included a lump sum provision for
employee long service payment and unpaid annual leave of HK$1,607,000
in accordance with the newly enacted Hong Kong Statement of Standard
Accounting Practice (“SSAP”) no. 34 “Employee benefits”. Administrative
expenses as a percentage of turnover dropped discernibly from 11.9% in
2002 to 8.8% in 2003.

Other operating expenses
Other operating expenses dropped by 87% to HK$1,044,000 for the year,
as compared to HK$8,002,000 for the previous year. Benefited from the
general rise in the property price in Hong Kong and mainland China,
there was a surplus on the revaluation of land and buildings and investment
properties of HK$2,225,000 for the year (included in “Other operating
income”), as opposed to a deficit of HK$1,126,000 for the previous year.
Furthermore, previous year ’s other operating expenses included an
exceptional loss on write off of interest in a jointly controlled entity of
HK$6,495,000.



Profit from operations
Profit from operations increased by 52.7% from HK$54,526,000 in previous
year to HK$83,278,000 for the year under review. The Group had recovered
specific bad and doubtful debts for both years, when these non-recurring
income were excluded, profit from operations would have increased by
93.3%. The breakdown of profit from operations is as follows:

2003 2002
HK$’000 HK$’000 % change

Steel cord 92,186 74,771 +23.3
Copper & brass products 3,590 948 +278.7
Corporate & others (12,286 ) (14,900 ) -17.5
Unallocated income and expenses, net (212 ) (6,293 ) -96.6

Total 83,278 54,526 +52.7

Finance costs
The Group’s finance costs increased by 57% to HK$3,178,000 for the
year, as the Group’s bank borrowings increased from HK$24,169,000 at
31 December 2002 to HK$110,658,000 at 31 December 2003. The increase
was primarily used to finance the Group’s acquisition of approximately
28.24% equity interests in Online Investments Limited (“Online”), an
investment holding company of Jiaxing Eastern, and Jiaxing Eastern’s
expansion plan.

Share of results of jointly controlled entities and an associate
The operating environment of the pre-stressed concrete strands and wires
industry in the PRC remained severe during the year under review. Intense
price competition and rising material costs since the second half of the
year caused palpable drop in the gross profit margin of our jointly
controlled entity and associate engaged in this business, namely Shanghai
Shenjia Metal Products Co., Ltd. (“Shanghai Shenjia”) and Xinhua Metal
Products Co., Ltd. (“Xinhua Metal”). Notwithstanding, Shanghai Shenjia
and Xinhua Metal are able to withstand this severe situation through
expansion of production capacity and enlarged sales of other higher value
added products.

Shanghai Shenjia recorded an increase in turnover of 23.1% to
HK$369,437,000. However, its profit before tax dropped slightly by 0.8%
to HK$27,825,000. As such, the Group’s share of the profit before tax of
Shanghai Shenjia also dropped by 0.8% to HK$6,956,000.

Turnover of Xinhua Metal increased by 35.3% to HK$506,644,000, along
with the reversal of bad debts provisions of approximately HK$6,085,000
during the year, its profit before tax increased by 7.5% to HK$31,349,000.
The Group’s share of the profit before tax of Xinhua Metal also increased
by 7.5% to HK$5,251,000.



Income tax expenses
Tax charge for the year amounted to HK$8,468,000, a sharp increase of
537.7% over the previous year. Jiaxing Eastern had utilized its income tax
exemptions and would be subject to income tax at half of normal rate
beginning from 2003, which brought the income tax charge of the Group
from HK$7,000 in the previous year to HK$6,397,000 in the year under
review. Moreover, Shanghai Shenjia had also utilized its special tax
concessions period and started to pay PRC income tax at 15% from 2003
onwards. As such, the Group’s share of income tax of this jointly controlled
entity increased by 38.6% to HK$1,214,000.

In addition to the above, the first time adoption of SSAP 12 (Revised)
“Income Taxes” increased the deferred tax charge of the Group by
HK$149,000 for the year, as compared to deferred tax credit of
HK$310,000 for the previous year, which has been accounted for as a
prior year adjustment in accordance with the requirements of SSAP 12
(Revised).

Acquisition Matters
In view of the outstanding performance of Jiaxing Eastern and the future
prospect of the radial tyres industry in the PRC, the Group entered into
sale and purchase agreements with the minority shareholders of Online on
21 August 2003 for the acquisitions of the remaining 28.24% interest of
Online at a consideration of HK$160,000,000 (the “Acquisition”). The
Acquisition was completed in October 2003 and Jiaxing Eastern became a
wholly owned subsidiary of the Group. The directors believe that the
Acquisition will enable the Group to fully enjoy the growth of Jiaxing
Eastern which is earnings enhancing for the Group.

The Acquisition was financed by the net proceeds from issue of new
shares, bank loans and internal resources of the Group.

Capital and Reserves
Share premium reduction
The reduction of share premium of HK$149,099,000 to offset against
accumulated losses was approved by the shareholders of the Company in
January 2003 and confirmed by the Court of First Instance in April 2003
(the “Share Premium Reduction”). The Share Premium Reduction paved
the way for us to share the fruitful results of the Group with our
shareholders by way of dividend distribution.

Fund raising exercises
During the year, the Company issued 250,476,000 new shares in aggregate
to Shougang Holding (Hong Kong) Limited and several independent third
parties at prices ranging from HK$0.315 to HK$0.68 per share, raising
net proceeds of HK$96,538,000 for the Group. In addition, 3,732,000
new shares were issued to employees of the Group through exercise of
share options granted to them under the Company’s share option scheme.



As a result of the above shares issues, the issued share capital of the
Company increased from HK$76,537,000 at 31 December 2002 to
HK$101,958,000 at 31 December 2003, and the net asset value of the
Group increased from HK$443,489,000 to HK$593,870,000, an increase
of 33.9% as compared to the previous year.

Dividend
We declared and paid an interim dividend of HK1.5 cents per share for
the six months ended 30 June 2003.

Liquidity and Financial Resources
The Group mainly financed its operations by cash generated from its
business activities and ongoing banking facilities provided by its principal
bankers. During the year under review, the Group had generated a net
cash inflow of approximately HK$47,864,000 from its operating activities
while it had utilized HK$190,026,000 for its investment activities,
including approximately HK$54,576,000 and HK$148,604,000 of capital
expenditure for its business expansion projects and the Acquisition
respectively.

Bank borrowings, which are interest bearing at floating interest rates,
were increased by HK$86,489,000 during the year. Apart from trust receipt
loans for normal operations, the additional bank loans were used to finance
the Acquisition and the expansion project of Jiaxing Eastern, hence total
bank borrowings (including obligations under finance lease) reached to
HK$110,658,000 at 31 December 2003. As a result of the increased bank
borrowings, the Group was changed from net cash at 31 December 2002
to net bank borrowings of HK$78,666,000 at 31 December 2003, and the
gearing ratio (net bank borrowings/shareholders’ equity) of the Group
was 13.2% at 31 December 2003. Besides, the current ratio (current assets/
current liabilities) also dropped from 4 times to 2.6 times at 31 December
2003. Despite increased gearing ratio and lowered current ratio, we believe
that the Group’s debt level and liquidity remained healthy and manageable.

Foreign Currency Exposures
The Group’s bank borrowings are mainly denominated in Hong Kong
Dollars (“HKD”), United States Dollars (“USD”) and Renminbi (“RMB”).
Its currency mix at 31 December 2003 was approximately 57.6%
denominated in HKD and 42.4% in USD, as opposed to 9.7% in HKD,
23.4% in RMB and 66.9% in USD at 31 December 2002. The material
change in currency mix reflected our tactics to take advantage of the
relatively cheaper interest rates of HKD and USD borrowings and  weaker
USD against HKD and RMB. Although the Group did not have USD
income, insofar as the exchange rate peg between HKD and USD is
maintained, we believe the Group will not be exposed to any significant
risk from exchange rate fluctuations amongst HKD, USD and RMB.



Apart from the above, the Group had signed several contracts totaling
Euro13,922,000 for the acquisitions of plant and machineries in respect
of the expansion plan of Jiaxing Eastern in 2003. In view of the significant
fluctuations in the exchange rate of Euro, which had once climbed to its
record peak level of Euro1 against approximately USD1.2924 in February
2004, and in order to limit the exposure of adverse fluctuations of Euro
exchange rate to the cost of the expansion plan, the Group had executed
several forward contracts to substantially hedge against the Euro payments
to be made in 2004. The average exchange rate for the Euro13,922,000
exposure, after taking into account payments already made and the
outstanding forward contracts,  was approximately USD1.1683,
approximately 2.6% lower than the closing exchange rate of USD1.1993
as at 16 April 2004, being the earliest business date preceding the date of
this announcement.

Business Development Plan and Capital Commitments
Jiaxing Eastern’s plan to enlarge its production capacity to 30,000 tonnes
of steel cord per annum is expected to complete in June 2004. Total
capital expenditure is estimated to be approximately HK$232,400,000, in
which approximately HK$51,900,000 was incurred in 2003 and approximately
HK$180,500,000 will be incurred in 2004. The current estimated amount
is far below the original budget of HK$300 – 350 million as we were able
to source certain plant and machineries of the new production line at
lower costs. Funding of such capital expenditure had been provided for
through internal resources of the Group and bank borrowings.

Employees, Remuneration Policies and Training Scheme
At 31 December 2003, the Group had a total of 528 (31 December 2002:
449) employees located in Hong Kong and the PRC. Remuneration
packages, which include an element of discretionary bonuses, are generally
reviewed annually. In addition to salary payments, other employee benefits
include medical subsidies, hospitalization scheme and a defined
contribution provident fund, Mandatory Provident Fund Scheme and other
retirement scheme or other similar defined contribution provident fund
stipulated by the State Regulations of the PRC which provided retirement
benefits to employees in Hong Kong and the PRC respectively. The Group’s
contributions to these schemes are charged against profits as they are
incurred. The amount charged to the consolidated income statement for
the year under review amounted to HK$875,000. The Group had also
provided training programme or course for the mainland staff at all levels
from different departments so as to further enhance their technical skills
in production operation.

In addition, the Group had adopted a share option scheme on 7 June 2002
(the “Scheme”). Under the Scheme, the board of directors of the Company
(the “Board”) shall, subject to and in accordance with the provisions of
the Scheme and the Rules Governing the Listing of Securities on The



Stock Exchange of Hong Kong Limited (the “Listing Rules”), grant share
options to any eligible participant to subscribe for shares in the capital of
the Company for the purpose of providing incentives or rewards to him/
her for contribution to the Group. The Scheme will remain in force for a
period of ten years from the date of its adoption.

In 2003, the Company granted certain eligible participants including the
directors of the Company under the Scheme totaling of 187,872,000 share
options to subscribe for shares in the capital of the Company and 3,732,000
share options had been exercised by the employees of the Company for
the subscription of shares of the Company during the year under review.

Pledge of Assets and Contingent Liabilities
As at 31 December 2003, the following assets had been pledged to the
Group’s bankers for banking facilities granted to the Group:

1. Leasehold land and buildings and investment properties with an
aggregate net book value of HK$16,801,000;

2. 100% equity interests in Everwinner Investments Limited, Online
and Jiaxing Eastern; and

3. Bank deposits amounting to HK$4,000,000.

Further, the Group had also executed corporate guarantees for bank loans
granted to a jointly controlled entity to finance its working capital. These
corporate guarantees are provided in proportion to the Group’s interest in
the jointly controlled entity and are renewable on an annual basis. The
amount of guarantees granted as at 31 December 2003 amounted to
approximately HK$10,721,000.

Business Outlook
In addition to the expansion plan as mentioned in the “Business
development plan and capital commitments” section above, we are actively
considering further expansion in the steel cord and copper processing
areas with a view to fulfilling our goal as an auto parts and components
supplier in the PRC.

We believe that the 2008 Olympics in Beijing and the 2010 World Expo
in Shanghai (the “Events”) will inevitably imbue large growth spurt in the
transportation and infrastructure industries, hence, we expect the PRC
will continue to maintain its high economic growth in the coming years.

Nevertheless, 2004 is a challenging year for our Group. On the one hand,
we are sanguine that the sustained growth of the domestic PRC economy
and the Events should further improve the demand for both our steel cord
manufacturing and copper and brass processing businesses. On the other,
we are aware of the crescendo in controlling investments by the Central
Government of the PRC in, amongst others, the automobile industry. While



rising steel and metal prices are of concern to us, we have implemented
appropriate measures by switching to lower cost wire rod (raw material of
steel cord) suppliers in Asia and the PRC. We will continue to be pro-
active in managing our businesses with a strong grip on our overall cost
structure. In addition, we will continue to employ international expert in
steel cord manufacturing process to further improve the quality of our
products with a view to consolidating our venerable market position.
Further resources will be embarked in research and development in new
products for the steel cord segment to meet the increasing sophisticated
needs of our customers in the PRC. We will not be complacent to what we
have done over the last three years. We will constantly look for growth
and investment opportunities that are consistent with our skills and
resources to create synergy to our steel cord and metal products businesses.
More importantly, we will continue to focus on ways to strengthen our
core businesses in terms of costs, service and quality with the ultimate
objective in maximizing and returning the value of the Group to our
shareholders.

DIVIDENDS
The directors recommend to shareholders the payment of a final dividend
of HK2 cents per share for the year ended 31 December 2003. Subject to
the approval of the shareholders at the forthcoming annual general meeting,
the final dividend will be payable on or about 25 June 2004 to the
shareholders whose names appear on the Register of Members of the
Company as at the close of business on 8 June 2004.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from 3 June 2004 to 8 June 2004,
both days inclusive, during which period no share transfer will be
registered. In order to qualify for the proposed final dividend, all transfer
accompanied by the relevant share certificates must be lodged with the
Company’s share registrars, Tengis Limited at Ground Floor, Bank of
East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong
not later than 4:00 p.m. on 2 June 2004.

AUDIT COMMITTEE
The Company has established an audit committee (“Audit Committee”)
since 1998 with reference to “A Guide for the Formation of an Audit
Committee” issued by the Hong Kong Society of Accountants in December
1997. Its function is to supervise and review the financial reporting process
and internal control of the Company. The Audit Committee met twice
during the year in conjunction with the auditors to review the said financial
and internal control matters. Its members also have occasional meetings
with the directors to express their view and opinions on those issues when
they require.



During the year, it had reviewed the interim and the final results of the
Group before their submission to the Board for approval.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
Neither the Company, nor any of its subsidiaries has purchased, redeemed
or sold any of the Company’s listed securities during the year.

CODE OF BEST PRACTICE
In the opinion of the Board, the Company has complied with the Code of
Best Practice as set out in Appendix 14 of the Listing Rules in force prior
to 31 March 2004 throughout the year, except in relation to guideline 7,
where the non-executive directors of the Company are not appointed for
specific terms but are subject to retirement by rotation and re-election at
the annual general meetings of the Company in accordance with the
Company’s articles of association.

PUBLICATION OF RESULTS ON THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE”)’S WEBSITE
The Company’s annual report containing all the information required by
paragraphs 45(1) to 45(3) inclusive of Appendix 16 to the Listing Rules
in force prior to 31 March 2004 will be subsequently published on the
website of the Stock Exchange in due course.

APPRECIATION
Last but not least, management and I would like to express our sincerely
appreciation for your encouragement and support during the year.

By Order of the Board
Cao Zhong
Chairman

Hong Kong, 19 April 2004

This announcement can also be accessed through the internet at the
Company’s website http://www.shougangcentury.com.hk.

As at the date of this announcement, the directors of the Company are
Messrs. Cao Zhong (Chairman), Li Shaofeng (Managing Director), Tong
Yihui (Deputy Managing Director), Leung Shun Sang, Tony, Tang Cornor
Kwok Kau (Deputy Managing Director), Lai Kam Man (Independent non-
executive Director) and Yip Kin Man, Raymond (Independent non-
executive Director).


