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Market Overview

Leveraging on Forte’s strong market presence, sound
reputation, renowned brand name and solid financial
position, the Company will be benefited from the macro
business environment in China and the Company’s market
share will be further enhanced.
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In 2003, China experienced the fastest growth in GDP since
1997. Despite the impacts of the outbreak of Severe Acute
Respiratory Syndrome (“SARS”) during the second quarter
of 2003, China’s overall GDP growth rate for the year
remained as high as 9.1%. While its GDP reached
RMB11,669.4 billion, the GDP per capita exceeded USD1,000
for the first time, which is an emblem of a new phase of
social and economic development in China. Apparently,
China’s economy is in the limelight of the global economy.
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During the 90th century, the PRC’s property industry was in
the prime stage of development with the completion of the
reforms of land use right and residential housing
commercialization. Consumption in residential properties
accounts for an important portion of domestic consumption.
The China’s real estate industry has become on of the pillar
industry of the domestic economy which also attracts global
attention. In June 2003, the People’s Bank of China issued
the “Notice on Further Strengthening the Administration of
Real Estate Loans” with an aim of reducing domestic banks’
risk exposure. However, it also raised the entry barrier for
the real estate industry, which substantially affected the
development and survival of small property developers. The
acceleration of market consolidation is beneficial to property
developers with solid foundation, extensive experience in
development and mature operation model, such as the
Company, to further expand its business. In addition, the
State Council issued the Notice regarding “Expedition of the
Sustainable and Healthy Development of the Property
Market” in August 2003, recognizing the importance of the
real estate industry and stating its support for a sustainable
development of a healthy property market in China. The total
investment amount in the property development sector in
China was over RMB1,010.6 billion, representing 29.7%
surge from 2002. Total Gross Floor Area (“GFA”) completed
in China during the year amounted to 325 million sg.m.,
representing an increase of 21.5% compared to last year
and total GFA sold increased by 29.1% to 322 million sq.m.
during the year. Property sales recorded a growth of 34.1%
to RMB767.1 billion in 2003. (Sources: the National Bureau
of Statistics and the Real Estate Department of the Ministry
of Construction)
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Shanghai Property Market

Shanghai is the core city of the PRC’s economy and the focus
of foreign enterprises. Foreign investment motivated
Shanghai’s economic growth. In 2003, real estate industry
has become one of the pillar industries in Shanghai,
accounting for 7.4% of its GDP. Property price in Shanghai
has been rising for six consecutive years, reflecting the
momentum of Shanghai’s economic development. In 2003,
the rapid growth of Shanghai property market continued and
the total investments increased. Market demand and supply
remained strong while the overall market structure was
reasonable. Various published market indices show
remarkable results of the Shanghai property market in 2003.
Completed development investment amounted to
RMB90.114 billion, representing a 20.3% surge from 2002.
The GFA of new and second-hand residential properties sold
during the year amounted to 23,764,000 sq.m. and
23,062,800 sq. m., representing an increase of 20.5% and
28.8% respectively. The markets for new and second-hand
properties developed simultaneously. Strong market demand
facilitated the absorption of vacant units. In 2003, the GFA
of vacant residential units in Shanghai reduced by 25.8% to
2,579,400 sg.m. while the GFA of residential units with a
period of vacancy over one year dropped by 27.7% to
970,800 sq.m. (Source: Shanghai Statistics Bureau)
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The price of residential properties in Shanghai property market
continued to rise. According to the statistics provided by the
National Bureau of Statistics, the average property price for
residential properties in Shanghai reached RMB5,118 per sq.m.,
representing an increase of 24.2% in 2003. With reference to the
price breakdown of registered pre-sold units in Shanghai, the
mid-end residential units with a price range between RMB3,000
to RMBS8,000 per sq.m. accounted for 73.33% of the market share.
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In 2003, the Shanghai property market was active and
maintained the growing trend in terms of sales, volume and
prices, both suply and demand are strong. The residents’
living standards was further improved and enhanced. The
real estate industry contributed significantly to the prosperity

of Shanghai’s economy.

Shanghai ranked first among the “Composite Competitiveness
of 200 cities in the PRC” in terms of living environment,
business environment and enterprise competitiveness in 2003.
In addition, the afforestation coverage ratio in Shanghai has
reached 35% and was recognised by the Ministry of
Construction of the PRC as one of the “State Garden Cities”,
which enhanced the livability in Shanghai. It is ancipated that
in 2004, the supply of residential housing in Shanghai will
increase remarkably and the demand and supply will become
more balanced. As such, although the trend of rising property
price will still exist, the growth will be more steady. With the
effect of market’s self-adjustments and the municipal
government’s macro economic policy, 2004 will be another
prosperous year for Shanghai property market.

(Source: Shanghai Statistics Bureau)

(BIERR : EEmRAR)

HB_ZTT=F LEFMEMSEHEM
B mARERS LANES  mIHRK
FEHEMENRE  RINEFRFSEIE
—HHENRS  BHMEXR LEBETLHE
BRFLTEXRER -

E-ZTT=F  PE200EM TS BT
A DBEARRR  BBREMEER
BRFNTEYEREE —2OHT AR L
BRI BEERDHE% BETEER
METIEREMRTIOEE RS T L8
WHREN AR IKT - BN _ZTTWEF
LETEFHESBERABENEN - #k
BEEBTE - mit FEHEEEZ LTS
2 AREBHBRTE BEDSARAHS
MO BT EREAZERE  —STHFE
BEMET ST —ERFEERN—F -

ANNUAL REPORT 2003 —Z T = FF

Management Discussion and Analysis

BB WRAMN

15




16

Management Discussion and Analysis

EIEE AW RN

Nanjing Property Market

Nanjing’s economy achieved a historical breakthrough in
2003. The GDP of Nanjing reached RMB157.62 billion,
representing an increase of 15.1% from that of last year.
Market demand for residential housing remained strong
throughout the year, mainly due to the strengthening and
the acceleration of urban redevelopment by the Government.
In 2003, the total GFA of new residential housing pre-sold
was 7,390,200 sq.m.,
compared to 2002. In respect of the price of residential

representing an increase of 34%

housing, the annual average pre-sold price increased by
12.2% to RMB3,360 per sq.m. (Source: The National
Economic and Social Development Statistics Reports of
Nanjing in 2003)

Wuhan Property Market

Economic growth in Wuhan accelerated during 2003. The
GDP for 2003 reached RMB166.24 billion, representing an
increase of 12.1% compared to last year, which is the highest
in the past six years. The robust economy contributed to
the high sales volume in the property market. The total GFA
completed and sold in respect of residential housing were
approximately 6,002,400 sq.m and 5,427,900 sq.m.,
representing an increase of 14.8% and 20.5% respectively.
The average price for pre-sold residential housing amounted
to approximately RMB2,353.4 per sq.m.. As at the end of
2003, the total GFA of vacant residential housing was
approximately 1,841,200 sqg.m., representing a decrease of
40.3% over the same period last year. (Source: The National
Economic and Social Development Statistics Reports of
Wuhan in 2003)
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Business Review
Under the favourable business environment of Shanghai’s

property market, the Company achieved notable results

through effective operations and dedication of its

management and staff. Three major accomplishments are

as follows:

1.

Despite the outbreak of “SARS” and sustained high
temperature during the Year, 13 projects (including 5
joint venture projects in which the Group has interests)
were completed and in occupation ahead of schedule.
The total GFA completed and in occupation during the
Year amounted to approximately 815,800 sg.m. Through
its multi-project management system, the Group was
able to have a full control over the timing and quality of
its property projects.

The Group increased its land bank through public tender
and acquisition of other project companies during the
Year. The Group’s land bank increased by a total GFA
of approximately 4,496,000 sg.m. (in which
approximately 2,557,000 sqg.m. is attributable to the
Group according to its equity interests), which forms a
strong foundation for its long-term development.

The Group continued to strengthen its industry position
and brand name recognition. Its renowned brand name
boosted the sales of the Group’s projects. During the
Year, the sales of the Group’s projects (include joint
venture projects in which the Group has interests)
reached for a total GFA of 513,000 sq.m.. Among the
property units sold in 2003, over 50% of which were

through referral or purchases by existing customers.
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Project Development Progress

During the Year, there were 25 projects under development,

amongst which, 13 projects were completed and in

occupation and the total GFA completed and in occupation

amounted to approximately 815,800 sg.m.
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Projects Completed and in Occupation in 2003
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Approximate
total GFA
completed and in

occupation Interest
(sq.m.) attributable
No. Name of Project Location HIRAERR ALK to the Group
9% EE B8 24 EZEEE (FFHK) SEER
1 All New Shanghai Lane 1028 Changshou Road, 112,400 100.00%
(Phase 2) Putuo District, Shanghai
emeEst (F2H) LEmERERZE 1028 F
2 Jade Paradise Lane 1600 Zhenhua Road, 25,800 100.00%
FEERLE, Boashan District, Shanghai
EWEILEEEK 1600 7
3 Gu Bei New Garden Lane 1398 Gubei Road, 24,200 90.00%
(Phase 1) Changning District, Shanghai
HdbEEE —H FETmRERSGICRK 1398 F
4  Gu Bei New Garden Lane 1398 Gubei Road, 76,300 90.00%
(Phase 2) Changning District, Shanghai
HdbEEE —H LEmRFEE I 1398 7F
5  Forte Sunny City No. 8 Gulang Road, 34,100 98.00%
(Phase 2A) Putuo District, Shanghai
BRI (F=HIA) LB EREERE 8 9t
6 Pudong Experience Lane 699, Boshan Road East, 80,700 98.90%

(Phase 2)
RAME (F=H)

Pudong New District, Shanghai
TR SR I L SRR 699 5%
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Approximate
total GFA

completed and in
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occupation Interest
(sq.m.) attributable
No. Name of Project Location HBLHE R A to the Group
FiIEE B ih 24 EEEE (FHK) SE#ER
7  Forte Allen Poem Lane 599 Lai Ting South Road, 22,400 70.00%
(Phase 1A) Jiuting Town, Songjiang District,
EEmiE (F—HA) Shanghai
LBTMTE N FER R 599 7
8  Chun Shen Forte City Lane 3355 Dushi Road, 85,500 90.00%
(Phase 1) Minhang District, Shanghai
HFEHREMK (F—H) IBTRITTIE AR T EE 3355 F
9  Graceful Oasis Lane 3088 Jinxiu Road, 98,300 40.00%
(Phase 1) Pudong New District, Shanghai
tREEN (F—H) EIBTRR R IR AR 3088 F
10 Graceful Oasis Lane 3088 Jinxiu Road, 87,800 40.00%
(Phase 2) Pudong New District, Shanghai
RRER (F2H) EIBTRRE SR AR 3088 F
11 Graceful Oasis Lane 3088 Jinxiu Road, 59,000 40.00%
(Phase 3) Pudong New District, Shanghai
RERER (F=H) EIBTHR R IR AR 3088 F
12 Graceful Oasis Lane 3088 Jinxiu Road, 40,100 40.00%
(Phase 6A) Pudong New District, Shanghai
tRAEEN (FNHIA) EIBTHRR SR AR 3088 F
13 Gubei New City Lane 511 Wuzhong Road, 69,200 50.00%
(East Wing Phase 1) Minhang District, Shanghai
mAbE (RRE—H) ETHRITRRFE B F
Total &5t 815,800
Note: The above projects include projects developed by joint venture i UEHESHASERERENEELESRER

companies in which the Group has interests. ¥ 2IEH
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Sales Performance

Although the Group encountered the tough challenges of
the outbreak of “SARS” and the persistent high temperature
in 2003, the property sales were adjusted to adapt the
changing market environment under the Company’s
pragmatic strategies. Total GFA sold during the Year was
approximately 513,300 sq.m. (including projects developed
by joint ventures companies in which the Group has

interests).

In 2003, the Group extended its reach to other PRC cities.
During the Year, it had successfully started property sales in
Nanjing, Jiangsu Province and in Wuhan, Hubei Province.
The total GFA sold in Nanjing and Wuhan amounted to
approximately 6,800 sg.m. and 34,600 sq.m. respectively.
The success in Nanjing and Wuhan established a solid
foundation for the Group to enhance its business expansion
outside Shanghai.

v

1.32%
6.74%

91.94%

Shanghai L& E
I Nanjing ERtE
B Wuhan RE#tE

Proportion of the Company's
properties held for sale in the market
in respect of geographical locations
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Total GFA sold by contract in 2003
TEERCHFERPNENEEEER
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Total GFA sold Interest
(sg.m.) attributable
No. Name of Project Location HWEHWED to the Group
Fi HEHEER it B B2EmE (FHXK) SEER
1 All New Shanghai Lane 1028 Changshou Road, 16,200 100.00%
(Phase 2) Putuo District, Shanghai
emeEss (F2H) EEmEPERER 1028 F
2 Gu Bei New Garden Lane 1398 Gubei Road, 21,000 90.00%
(Phase 2) Changning District, Shanghai
HabEe (FH) FETmRERE I 1398 7F
3 Forte Sunny City No. 8 Gulang Road, 20,700 98.00%
(Phase 2A) Putuo District, Shanghai
B ARG (B -HA) TR SR 8 5%
4 Forte Sunny City No. 8 Gulang Road, 8,800 98.00%
(Phase 3) Putuo District, Shanghai
B RE (F=H) ETEREE AR 8 5%
5 Pudong Experience Lane 699, Boshan East Road, 2,700 98.90%
(Phase 1) Pudong New District, Shanghai
RAME (F—H) BB TR TR H 1L R B 699 5%
6 Pudong Experience Lane 699, Boshan East Road, 62,900 98.90%
(Phase 2) Pudong New District, Shanghai
RAME (F=H) FETRERETRIH LR B 699 5f
7 Forte Elegant Garden No. 29 Fuxing East Road, 4,400 99.78%
(Phase 1) Huangpu District, Shanghai
B AR (55 —5) EgTE AR e E R K 2958
8 Forte Allen Poem Lane 599 Lai Ting South Road, 16,900 70.00%
(Phase 1A) Jiuting Town, Songjiang District, Shanghai
B R (F—HA) EETMRIE = ERF 5997
9 Forte Allen Poem Lane 599 Lai Ting South Road, 25,300 70.00%
(Phase 1B) Jiuting Town, Songjiang District, Shanghai
B fm % (5 —HIB) FETATEN=EKRTEKE99F
10 Chun Shen Forte City Lane 3355 Dushi Road, 51,900 90.00%

(Phase 1)
FREMY (F—H)

Minhang District, Shanghai
EEmEITTEm AR B 3355 7
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Total GFA sold Interest
(sg.m.) attributable
No. Name of Project Location HWPAEL to the Group
ik EEEW it B B2EmE (FHXK) EEER
11 Chun Shen Forte City Lane 4580 Dushi Road, 19,000 90.00%
(Phase 2) Minhang District, Shanghai
FEREMN (E_H) FETRTTR AR 45680 F
12 Domo City Lane 381 Xingzhi Road, 61,900 60.00%
(Phase 2) Baoshan District, Shanghai
ZERES (F25H) ETWEILEITAE 381 F
13 Yi He Hua Cheng Zhenbei Road/Henggang River, 35,000 50.00%
(Phase 1) Putuo District, Shanghai
FRRIEES (2—H) EEmEREEILE EET
14 Forte Cui Wei New City No. 16 Cuiwei Heng Road, 34,600 60.00%
(Phase 1A) Hanyang District, Wuhan
BRI (B—HA) FUETZG R R 16 5%
15 Forte Shengtang Artistic County Nos. 138-158 Focheng Xi Road, 6,800 99.67%
(Phase 1) Nanjing
1B AR EEAL (B—H) F R R PR 138~158 5%
16 Graceful Oasis Lane 3088 Jinxiu Road, 43,200 40.00%
(Phase 1) Pudong New District, Shanghai
RN (F—H) BB TIER TR SR 3088 FF
17 Graceful Oasis Lane 3088 Jinxiu Road, 2,300 40.00%
(Phase 2) Pudong New District, Shanghai
IRAEEN (F2H) BB TIER TR 8RR 3088 FF
18 Graceful Oasis Lane 3088 Jinxiu Road, 73,000 40.00%
(Phase 3, Phase 6A) Pudong New District, Shanghai
R (F=H - FNAH) e TR R T IR SR 48R 3088 FF
19 Gubei New City Lane 511 Wuzhong Road, 4,900 50.00%
(East Wing Phase 1) Minhang District, Shanghai
A (REE—H) FETRTERPIES11F
20 Other projects 1,800
HibIER
Total &5+ 513,300
Note: The above projects include projects developed by joint venture i FREEHASEHERENSELEDEME

companies in which the Group has interests.

SHANGHAI FORTE LAND CO.,LTD. 8 (%) BWHBR QA
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Property agency services and properties sales
planning services

Shanghai Resource Property Consultancy Co., Ltd.
(“Resource Consultancy”), a subsidiary of the Company,
provides property sales planning services and property
agency services to property developers. It was awarded the
champion of the Golden Bridge Prize (£#5) of Top 20
Property Agencies of Shanghai in 2002 and was one of Top
20 Property Brandname in the PRC given by the Fifth
Property Fair ({£%X&) in 2003. During the Year, the total
GFA sold by Resource Consultancy amounted to
approximately 403,500 sq.m.

Land bank

During the Year, the Group continued to increase its land
bank through public tender and acquisition of other project
companies. During the Year, the Group increased its land
bank by a total GFA of approximately 4,496,000 sg.m. (in
which approximately 2,557,000 sq.m. is attributable to the
Group according to its equity interests). As at the end of
2003, the Group’s land bank was maintained at a total GFA
of approximately 7,227,000 sq.m. (in which approximately
4,370,000 sqg.m. is attributable to the Group according to its
equity interests). Amongst the total GFA of 4,370,000 sq.m.,
a total GFA of approximately 1,438,000 sq.m. has been
granted land use rights certificate. The Group is applying
for the land use rights certificate for a total GFA of 2,932,000
sg.m. The existing land bank of the Group is sufficient for

development in the next four to five years.
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Employees

As at 31 December 2003, the Group had 869 full-time
employees. The employees aged below 40 accounted for
76.2%. The employees with education level of university or
above accounted for 25.2%. Technicans accounted for
23.4%. Operational management staff accounted for 23.7%.
The staff salaries are determined on the basiss of market
conditions, individual performance, education qualification
and experience. The remuneration package covers pension
insurance, medical insurance, unemployment insurance and

housing reserve fund.

The Group endeavors to provide training facilities for the
employees. The scope of the induction and on-going training
programs includes management skill and technology
training, overseas exchange programs and other courses.
The Group also encourages the employees to engage in self-
learning program by awarding scholarships.

Forte was named as one of the Top 10 Employers in the
Real Estate Industry of China in 2003, according to an
evaluation which was jointly organized by 21st Century Talent
Report, Sina.com and Mercer Human Resources Consulting
due to its good corporate culture and high level of job
satisfaction of its staff.

Business Outlook

It is expected that with the continuing growth of the economy
in China, residential housing will become a major part of
consumption in Shanghai and other major cities in China in
the coming years. The Directors expect the future prospects
of the residential property industry in China will be promising.

As the PRC government’s policy on land supply become
more regulated and transparent, the credit policy of banks
for property development business will be tightened.
Leveraged on the Company’s strong market presence, sound
reputation, renowned brand name and solid financial
position, the Company will be benefited from the macro
business environment in China and the Company’s market

share will be further enhanced.

SHANGHAI FORTE LAND CO.,LTD. 8 (%) BWHBR QA
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Amidst the growing economy, the Company will strengthen
its long-term competitiveness and maximize shareholders’

values by pursuing the following strategies:

e Focus on the mass residential property market in
Shanghai and selectively enter into other markets with
significant potentials.

e  Pursue any opportunities arisen from the market
consolidation of the property industry and expand the
scale of operations through acquisitions and mergers.

e  Maintain its leading position through economies of
scale, cost control and enhance the brand name image.

e  Maintain sufficient land bank by various means.

e  Adopt best practice and international standards and
be responsive to rising aspiration of home purchases,
including adopting innovative approach to design and
layout of the property development projects.

Management Discussion and Analysis

BB WRAMN

EEBRYERNERT » ARBERBUAT
EBEREBIZRRMEF N - BBRREE
FZMEE :

s MBI ILBAREENMS RAKE
BEMEANEMAEERFEBERRANR
M5 o

e NMEFHMEEXEAMNKSE BB
B ROE—TEAEBHE -

o RARNBBRENR  KAEHMBAIR
B TERS ML E T 5 A R R R R

fiL o

e BBEZERE EERFEANLIME

s BRBERSEERATAREE  ERE
RERRFTEERBRIFOTN - BN
mMEBEANLTE EFHEL -

ANNUAL REPORT 2003 —Z T = FF

25




26

Management Discussion and Analysis

EIEE AW RN

Financial Analysis

Revenue and results of operations

In 2003, the Group overcame impacts of various unfavourable
factors such as the outbreak of “SARS”. As a result of
continuous hard work of its management and staff, the Group
derived a net profit attributable to shareholders of
RMB448,847,000 for the Year, exceeding the estimated profit
of not less than RMB440,000,000 as stated in the Prospectus
in connection with the Company’s global offering of its H
Shares in February 2004 (the “Global Offering”). For the year
ended 31 December 2003, the Group’s turnover amounted
to RMB2,182,031,000. Profit from operating activities was
RMB577,214,000. Net profit attributable to shareholders was
RMB448,847,000, and basic earnings per share were
RMBO0.303. (The above earnings per share was calculated
based on net profit attributable to shareholders of
RMB448,847,000 divided by 1,480,430,000 Domestic Shares
in issue on the assumption that such 1,480,430,000 Domestic
Shares had been in issue throughout the two years ended
31 December 2002 and 2003, and as if the sub-division of
the Company'’s ordinary shares from one ordinary share of
nominal value of RMB1.00 each into five ordinary shares of
nominal value of RMBO0.20 each, as described in Appendix
VIl to the Prospectus, had taken place as at 1 January 2002).
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Because of the healthy and flourishing property market,
active sales as well as stringent and efficient cost control
measures, the Group achieved a gross profit margin of 30.7%
in 2003. Set out below is the breakdown of the Group’s
turnover for the Year:
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2003

RMB’000

ARBTR

Sale and pre-sale of properties HERTBEWE 2,277,186
Property agency fees MERERFNE 32,066
Property sales planning fees MEHEREE 847
Construction supervisory fees RETIEEREE 410
2,310,509
Less: Business tax and government surcharges & : & 28 RIERATHINE (128,478)
Turnover EER 2,182,031

Financial resources, liquidity and liabilities
During the Year, the Group’s liquidity maintained at a healthy
level. Its financial resources were allocated in a reasonable
manner. As at 31 December 2003, the total assets of the
Group amounted to RMB3,972,310,000, in which current
assets accounted for RMB1,993,161,000. Total liabilities
accounted for RMB2,804,206,000, in which the current
liabilities amounted to RMB2,423,083,000 and non-current
liabilities amounted to RMB381,123,000. The shareholders’
equity was RMB1,033,293,000.

As at 31 December 2003, the Group’s cash and bank deposits
amounted to RMB467,945,000. The Directors believe that
the Group has sufficient working capital for its operations
and the liquidity of assets and solvency is good.
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Pledge of assets

As at 31 December 2003, properties under development with
a book value of RMB263,947,025 were pledged to banks for
guarantee of bank facility.

Contingent Liabilities

The Group provided bank guarantees in favor of their
customers in respect of the mortgage loans provided by the
banks to such customers for their purchases of the Group’s
properties until submission of the relevant property
ownership certificates by the relevant customers to the
banks. As at 31 December 2003, the Group provided bank
guarantees of approximately RMB889,040,700. Save as
disclosed above, the Group did not have any outstanding
loan capital, bank overdrafts, and liabilities under
acceptances or other similar indebtedness, debentures,
mortgages, charges or loans or acceptance credits or hire
purchase commitments, or guarantees or other material
contingent liabilities outstanding as at 31 December 2003,

apart from intra-group liabilities.

Commitments

As at 31 December 2003, the capital expenditures of
committed projects contracted was RMB2,560,457,000. In
addition, as at 31 December 2003, lease payments under
non-cancellable operating leases were RMB20,078,000.
RMB7,050,000 should be repaid within a year. RMB8,402,000
should be repaid in the second to fifth years, inclusive and
RMB4,626,000 should be repaid over five years.

Foreign Exchange risks

The Group conducts its business almost exclusively in
Renminbi and does not have any direct exposure to foreign
exchange fluctuations. In view of the stable exchange rate
between Renminbi and US dollars, the Directors do not
foresee any material foreign exchange risk for the Group.
However, there is no assurance that any foreign exchange
exposure will not adversely affect the operating results of

the Group in future.
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Audit committee

The Company’ has an audit committee which was
established in February 2003 in accordance with the
requirements of the Code of Best Practice for the purposes
of reviewing and providing supervision over the Group’s
financial reporting process and internal controls. The audit
committee comprises the three independent non-executive
directors of the Company, namely Mr. Charles Nicholas
Brooke, Mr. Chen Yingjie and Mr. Zhang Hongming.

Proposed Amendments to Articles of
Association

The Company proposes to make certain amendments to its
Articles of Association in accordance with the relevant
requirements under the revised Rules Governing the Listing
of Securities on the Stock Exchange as announced on 30
January 2004. The proposed amendments to the Articles of
Association are subject to approval of the shareholders of
the Company by way of special resolutions at the
forthcoming annual general meeting of the Company to be
held on 11 June 2004. Details of the proposed amendments
are set out in the notice for the annual general meeting of
the company dated 23 April 2004.
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