HOPSON DEVELOPMENT HOLDINGS LIMITED

Report of the Directors

The Directors are pleased to present their annual report together
with the audited accounts of Hopson Development Holdings
Limited (the “Company”) and its subsidiaries (together the
“Group”) for the year ended 31st December 2003.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries,
associate and jointly controlled entity are principally engaged in
investment holding and property development, investment and
management.

An analysis of the Group’s turnover by activity and their respective
contributions to operating profit for the year ended 31st
December 2003 by business segment is as follows:
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Pre-sale and sale of properties VETRERIHE 3,238,906 486,842
Rental income AU A 35,487 31,318
Property management fees MEEERE 51,529 5,047
3,325,922 523,207

Other revenue E A A 7,211
530,418

No analysis of the Group’s turnover and profit attributable to
shareholders by geographical location is presented because
substantially all of the Group’s turnover and profit attributable to
shareholders for the year ended 31st December 2003 were
derived from activities carried out in mainland China.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31st December 2003, the five largest
customers of the Group accounted for approximately 0.6% of the
Group’s total tumover while the five largest suppliers of the Group
accounted for 78% of the Group’s total purchases. In addition, the
largest customer of the Group accounted for approximately 0.2%
of the Group’s total turnover while the largest supplier of the Group
accounted for 36% of the Group’s total purchases.

Save for the association with certain related companies as set
out in Note 3 to the accompanying accounts, none of the
Directors, their associates or any shareholders (which to the
knowledge of the Directors owned more than 5% of the
Company’s share capital) has a beneficial interest in the Group’s
five largest customers or five largest suppliers.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31st December
2008 are set out in the consolidated profit and loss account on
page 53 of this annual report.

An interim dividend of HK2 cents per share, totalling
HK$20,040,000 was declared and paid during the year. The
Directors recommend the payment of a final dividend of HK3
cents per share, which will bring the total dividends for the year
ended 31st December 2003 to HK$50,100,000.

SHARE CAPITAL
Details in share capital of the Company are set out in Note 35 to
the accompanying accounts.

RESERVES
Movements in reserves of the Group and of the Company during
the year are set out in Note 37 to the accompanying accounts.

Distributable reserves of the Company as at 31st December
2003, calculated under the Companies Act of Bermuda,
amounted to HK$50,062,000 (2002: HK$6,608,000).
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DONATIONS

During the year, the Group made charitable donations totalling
HK$6,109,000 (2002: HK$1,251,000) to various organisations
for charitable purposes.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws and there is no restriction against such
rights under the laws of Bermuda.

PROPERTIES AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in properties and equipment and
investment properties of the Group during the year are set out in
Notes 14 and 15 to the accompanying accounts, respectively.

SUBSIDIARIES AND ASSOCIATE

Particulars of the Company’s subsidiaries and associate are set
out in Notes 19 and 20 to the accompanying accounts,
respectively.

BANK LOANS
Particulars of bank loans as at 31st December 2003 are set out
in Notes 30 and 31 to the accompanying accounts.

PENSION SCHEMES
Details of the pension schemes are set out in Note 42 to the
accompanying accounts.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 131 to
134.

B

RAF - KEEAKEERRIBE6,109,000/8 7T
(ZZEE-F :1,251,000567T) T % E#IE -

BrBEERE
ARBARNY EELBEEG > MAFREE
{5 AR % B HE R o

MERRBNREYR

AEBRAFENYERRBENRENEES
FE BIBNRERT R B FIRE14 R PEE15

MEARRBE QT
AR REIN B A R R 2 R 5 BB AR
B I FE19 R E20 ©

RITER
RIZZ=F+-A=+—BHRTEHRFE
FCBEM AR B HTRES0 R MIFEST ©

RIKEETE
RIS FEIFIEH MM AR B P42

EERMBRHE
AREERBERFNEEREEREEHES
RE11E134E »




7 A A R 4 1 AT RN

Report of the Directors

ON-GOING CONNECTED TRANSACTIONS

The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) has granted a conditional waiver to the Company
from strict compliance with the requirements under Chapter 14
(the original Chapter 14 was deleted as from 31st March 2004
and replaced by a new Chapter 14A) of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
in respect of certain on-going connected transactions. Pursuant
to the waiver, the Company is not required to disclose details of
such connected transactions by press notice and/or circular and/
or to obtain prior independent shareholders’ approval. Details
of such connected transactions are as follows:

()  Appointment of a main contractor — Guangdong Zhuijiang
Construction Limited (“GZ Construction”)

During the three years commencing 1st January 2003, the
Group may, from time to time, appoint GZ Construction as
its main contractor in respect of construction works to be
carried out on property development projects of the Group.
The appointment of GZ Construction as the Group’s main
contractor will be on normal commercial terms conducted
at arm’s length between the parties and in the ordinary and
usual course of business of the Group; and will be fair and
reasonable so far as the shareholders of the Company are
concerned. Further, individual construction contracts will only
be awarded to GZ Construction if the terms offered by it are
no less favourable than those offered by other contractors.
GZ Construction, being a 60%-owned subsidiary of
Guangdong Zhujiang Investment Limited (“GD Zhujiang”),
a minority shareholder of certain subsidiaries of the
Company, is a connected person of the Company under
the Listing Rules. During the year ended 31st December
2003, construction fees paid/payable to GZ Construction
amounted to approximately HK$1,250,000,000 (2002:
HK$1,969,000,000).
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(i)

(i)

Appointment of a main contractor — Guangdong Hanjiang
Construction Installation Project Limited (“Hanjiang”)

During the three years commencing 1st January 2003, the
Group may, from time to time, appoint Hanjiang as its main
contractor in respect of construction works to be carried
out on property development projects of the Group. The
appointment of Hanjiang as the Group’s main contractor
will be on normal commercial terms conducted at arm’s
length between the parties and in the ordinary and usual
course of business of the Group; and will be fair and
reasonable so far as the shareholders of the Company are
concerned. Further, individual construction contracts will only
be awarded to Hanjiang if the terms offered by it are no less
favourable than those offered by other contractors. Hanjiang
is owned as to 90 per cent. by Mr. Chu Hing Yee, the brother
of Mr. Chu Mang Yee, the Chairman and executive Director
of the Company (“Mr.Chu”), and 10 per cent. by Mr. Chu
Fan, the brother-in-law of Mr. Chu. Each of Mr. Chu Hing
Yee and Mr. Chu Fan is a connected person of the Company
under the Listing Rules. Accordingly, Hanjiang being an
associate of Mr. Chu Hing Yee is also a connected person
of the Company. During the year ended 31st December
2003, construction fees paid/payable to Hanjiang amounted
to approximately HK$882,000,000 (2002: Nil).

Appointment of a property management company —
Guangdong Esteem Property Services Limited (“Esteem”)

During the three years commencing 1st January 2003, the
Group may appoint Esteem to manage the unsold units of
the Group’s properties located in Guangzhou and the
southern part of Guangdong Province in return for
management fees equal to 50% of those charged to owners
of individual units of the sold properties. Esteem is a
connected person of the Company under the old Chapter
14 of the Listing Rules because 10% equity interest of
Esteem is held by Guangdong Zhujiang Property
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(v)

Management Company, a wholly-owned subsidiary of GD
Zhujiang. During the year ended 31st December 2003,
management fees paid/payable to Esteem amounted to
approximately HK$4,196,000 (2002: HK$2,250,000).

On 19th January 2004, the Group acquired the remaining
10% equity interest in Esteem from Guangdong Zhujiang
Property Management Company for a consideration of
RMB467,000. Esteem thus became a wholly-owned
subsidiary of the Company. After 19th January 2004, any
transactions between the Company and Esteem are exempt
from the disclosure or shareholders’ approval requirement
of the Listing Rules.

Appointment of a property management company — Beijing
Zhujiang Century Property Management Limited (“Beijing
Century”)

During the three years commencing 1st January 2003, the
Group may appoint Beijing Century to manage the unsold
units of the Group’s properties located in Beijing and Tianjin
in return for management fees equal to 50% of those
charged to owners of individual units of the sold properties.
Beijing Century is owned as to 80% by Beijing Zhujiang
Real Estate Development Company Limited (“Beijing
Zhujiang”) and 20% by GZ Construction, while Beijing
Zhujiang is owned as to 60 per cent. by GD Zhujiang and
40 per cent. by GZ Construction. Accordingly, Beijing
Century is a connected person of the Company under the
Listing Rules. During the year ended 31st December 2003,
management fees paid/payable to Beijing Century amounted
to approximately HK$ 1,926,000 (2002: HK$512,000).
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The independent Non-executive Directors have reviewed the

above transactions and confirmed that:

(i)

(i)

(iv)

a. the above transactions have been conducted at arm’s
length between the parties on normal commercial terms
and in the ordinary and usual course of the business of
the Group, and are fair and reasonable so far as the
shareholders of the Company are concerned;

b. the above transactions have been carried out on terms
no less favourable than terms available from
independent third parties;

c. the disclosure provided herein in respect of the details
of the above transactions is in compliance with the old
Rule 14.25 (1)(A) to (D) of the Listing Rules;

during the year ended 31st December 2003, construction
fees paid/payable to GZ Construction amounted to
approximately HK$1,250,000,000 (2002:
HK$1,969,000,000), which has not exceeded the annual
construction fees paid/payable to GZ Construction in respect
of the year concerned as permitted under the said waiver
from the Stock Exchange;

during the year ended 31st December 2003, construction
fees paid/payable to Hanjiang amounted to approximately
HK$882,000,000 (2002: Nil), which has not exceeded the
annual construction fees paid/payable to Hanjiang in respect
of the year concerned as permitted under the said waiver
from the Stock Exchange;

during the year ended 31st December 2003, management
fees paid/payable to Esteem amounted to approximately
HK$4,196,000 (2002: HK$2,250,000), which has not
exceeded the annual management fees paid/payable to
Esteem in respect of the year concerned as permitted under
the said waiver from the Stock Exchange; and
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(v) during the year ended 31st December 2003, management
fees paid/payable to Beijing Century amounted to
approximately HK$1,926,000 (2002: HK$512,000), which
has not exceeded the annual management fees paid/
payable to Beijing Century in respect of the year concerned
as permitted under the said waiver from the Stock Exchange.

The auditors of the Company have reviewed the above
transactions and confirmed that the transactions:

(1) have received approval from the Board of Directors; and

(2) have been entered into in accordance with the terms of the
agreements governing the transactions.

Save as disclosed in Note 3 to the accompanying accounts, no
other contracts of significance in relation to the Company’s
business to which the Company or any of its subsidiaries,
associate, jointly controlled entity or holding company was a
party and in which any of the Company’s Directors had a material
interest, subsisted at the end of the year or at any time during
the year.

CONNECTED TRANSACTIONS
During the year ended 31st December 2003, the Group entered
into the following connected transactions:

(i)  Acquisition of additional 21% equity interest in Guangdong
Hopson Leijing Real Estates Limited (“Leijing”)

On 25th May 2003, the Group entered into an agreement with
GD Zhujiang, Guangzhou Zhujiang Property Development
Centre Company Limited (“GZ Development Centre”),
Guangzhou Tong Rui Da Real Estate Industrial Company
Limited (“Tong Rui Da”), Guangdong Zhujiang Industrial
Development Company Limited (“GZ Industrial”) and York Joint
Development Limited (“York Joint”) to acquire an additional
21% equity interest of Leijing, a 53.5% owned subsidiary of
the Group prior to such acquisition, which engaged in property
development and is incorporated in mainland China. GZ
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Development Centre and GZ Industrial are owned as to 92%
and 38% by GD Zhujiang, respectively and York Joint was a
former shareholder of Leijing, and accordingly, GZ Development
Centre, GZ Industrial, York Joint, together with GD Zhuijiang
are all connected persons under the Listing Rules. The Directors
believe that, in view of the encouraging economic condition
and property market in Guangzhou, the site being developed
by Leijing, after development into a commodity property area,
would be of great commercial value. The consideration of
HK$15.7 million, which approximately represented the fair value
of the net identifiable assets acquired, was settled through
share capital injection in Leijing.

Acquisition of additional 4.7% equity interest in Guangzhou
Hopson Yijing Real Estate Limited (“Yijing”)

On 15th December 2003, the Group entered into an agreement
with GD Zhujiang and Xin Nan Fang Real Estate Development
Company Limited (“Xin Nan Fang”) to acquire an additional
4.7% interest in the share capital of Yijing, a 60% owned
subsidiary of the Group prior to such acquisition, which
engaged in property development and is incorporated in
mainland China from Xin Nan Fang. Xin Nan Fang is directly
owned as to 90.65% by Mr. Chu Muk Chi, a brother of the
Chairman, and therefore together with GD Zhujiang are
connected persons of the Company under the Listing Rules.
The Directors believe that, in view of the encouraging economic
condition and property market in Guangzhou, the site being
developed by Yijing after development into a commodity
property area, would be of great commercial value. The
consideration of HK$8.4 million, which approximately
represented the fair value of the net identifiable assets acquired,
was settled through share capital injection in Yijing.

Sale of land to the Chairman

On 15th December 2003, Guangdong Huanan New City
Real Estate Limited (“Huanan Real Estate”), a 60% owned
subsidiary of the Group sold an undeveloped land with an
area of 11,117 sg.m. located between the south side of
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(iv)

Zhujiang River Bank of Nan Village Town and the north side
of Xin Cheng Road in Panyu of Guangdong Province to the
Chairman for his own use and enjoyment at a consideration
of HK$4,111,192, which was determined with reference to
the open market value.

Establishment of a sino-foreign co-operative joint venture
in Tianjin City, PRC

On 15th December 2003, Nambour Properties Limited
(“Nambour”), a wholly owned subsidiary of the Group,
entered into an agreement with Tianjin Zhujiang Industrial
Company Limited (“Tianjin Zhujiang”), owned as to 60% by
GD Zhujiang and 40% by GZ Construction, to form a sino-
foreign co-operative joint venture (the “Joint Venture”) in the
PRC, for the development, construction and operation of a
hotel in Tianjin City, PRC. The Directors consider that Tianjin
will become an even more popular city for local tourists and
tourists all over the world after the accession to the World
Trade Organization and the hosting of the Olympic Game in
2008 by the PRC and the demand for luxurious hotels in
Tianjin will therefore increase. The registered capital of the
Joint Venture is RMB 72 million (HK$67.9 million) — 30% by
Tianjin Zhujiang and 70% by Nambour.

Sale of 30% equity interest in Tonking International Limited
(“Tonking”) to the Chairman

Prior to the sale, Tonking, owned as to 30% by Hopeson
Holdings Limited and 70% by Miss Wong, an independent
third party, held a property of negative equity value, had an
unaudited negative net tangible asset value amounted to
HK$14,503,000 and carried an outstanding bank loan of
HK$8,348,533. In order to cease advancing further loans to
Tonking for the repayment of outstanding bank loans, on 15th
December 2003, the Group entered into an agreement with
Miss Wong, an independent third party and the Chairman to
sell its 30% equity interest in Tonking to the Chairman at a
consideration of HK$1. In addition, the Group agreed to waive
the loan due from Tonking amounted to HK$8,928,000 and
the Chairman assumed all the liabilities of Tonking.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The Directors who held office during the year and up to the date
of this report were:

Executive Directors

Mr. Chu Mang Yee (Chairman)

Mr. Xiang Bin (Deputy Chairman)

Mr. Au Wai Kin

Mr. Chen Chang Ying
(Appointed on 10th December 2003)

Mr. Cheung Fong Wing

Ms. Xiao Yan Xia

Mr. Tse Sai Tung, Stones (Managing Director and CEQ)
(Resigned on 29th September 2003)

Mr. Au Yeung Fu, Anthony (Deputy Chairman)
(Resigned on 1st August 2003)

Independent Non-executive Directors
Mr. Yuen Pak Yiu, Philip

Mr. Lee Tsung Hei, David

Mr. Wong Shing Kay, Oliver

All Directors except Mr. Chu Mang Yee is subject to retirement
by rotation at annual general meetings of the Company in
accordance with the Company’s Bye-laws. In accordance with
the Company’s Bye-laws, Mr. Xiang Bin (“Mr. Xiang”) retires from
office by rotation and, being eligible, offer himself for re-election
at the forthcoming annual general meeting.

Mr. Xiang has a service contract with the Company for an initial
term of 5 years (subject to the termination provisions of the service
contract) commencing from 15th February 2001 and will continue
thereafter until terminated by notice given by either party. Subject
to the terms of Mr. Xiang’s service contract, after his re-election
at the forthcoming annual general meeting, Mr. Xiang will continue
to serve on the board of Directors for a period of approximately
3 years until he becomes due to retire by rotation again in
accordance with the Bye-laws of the Company. Pursuant to Mr.
Xiang’s service contract, he is entitled to, among other things,
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an annual salary of HK$2,000,000, 1,000,000 option shares after
completion of 1 year’s service with the Group, sales bonus and
share options determined by reference to the Group’s sales
performance and housing allowance during his first year of

service.

Mr. Xiang does not have any relationship with any other Directors,
senior management or substantial or controlling shareholders
of the Company. So far as the Directors are aware, as at the
date of this report, Mr. Xiang beneficially held 1,000,000 shares
in the capital of the Company.

In accordance with the Company’s Bye-laws, all the Directors
appointed by the Directors during the year retire at the next annual
general meeting next following their appointment. Accordingly,
Mr. Chen Chang Ying (“Mr. Chen”) retires from office and, being
eligible, offers himself for re-election at the forthcoming annual
general meeting.

After his re-election at the forthcoming annual general meeting,
Mr. Chen will continue to serve on the board of Directors for a
period of approximately 3 years until he becomes due to retire
by rotation again in accordance with the Bye-laws of the
Company. Mr. Chen does not have a service contract with the
Company. Pursuant to Mr. Chen’s service contract with a wholly-
owned subsidiary of the Company, he is entitled to, among other
things, an annual salary of RMB500,000, an annual consultancy
fee of HK$500,000, a sales bonus determined by reference to
the Group’s sales performance, housing allowance, pension
scheme contribution and medical insurance.

Mr. Chen does not have any relationship with any other Directors,
senior management or substantial or controlling shareholders
of the Company. So far as the Directors are aware, as at the
date of this report, Mr. Chen did not have any interest (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFO Ordinance”)) in the shares of the Company.

In accordance with the Company’s Bye-laws, Mr. Cheung Fong
Wing will also retire by rotation from office and will not offer himself

for re-election.
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None of the Directors have a service contract with the Company
or any of its subsidiaries which is not terminable within one year
without payment of compensation other than statutory
compensation.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31st December 2003, the interests or short positions of the
Directors and chief executives of the Company in the shares and
underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, to be
notified to the Company and the Stock Exchange, were as follows:

(1) Long positions in shares
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(1) REBOZERE

Number of shares of the Company Percentage of

AARRGBEE shares

Personal Family Corporate Other outstanding

interests interests interests interests Total D87

Name of directors E=pg BARR FBER AR Htigss &t RAESH

Mr.ChuMang Yee (a)  KZ#kEE(R) - - 637,500,000 - 637,500,000 63.62%

Mr. Au Wai Kin (b) BUEE % E(D) - - 87,500,000 - 87,500,000 3.74%

Mr. Cheung Fong Wing (c) 557 48 55 4 (c) - - 38,000,000 - 38,000,000 3.79%

Ms. Xiao Yan Xia FHERT 100,000 - - - 100,000 0.01%
Notes — B e —

a.  Mr. Chu Mang Yee held 637,500,000 shares of the Company through Sounda
Properties Limited, a company wholly-owned by him, and HKSCC Nominees
Limited.

b.  Mr. AuWai Kin held 37,500,000 shares of the Company through a company

wholly-owned and controlled by him.

a ARAERECEBBHZEMENIMEBEXERAFRES
RREE (RIZA) BRQFFAARAR637,500,0000%
&5 -

b. BERELSEEBHZERERZEHNAFRFERAA
37,500,000 A {5 ©
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c.  Mr Cheung Fong Wing held 38,000,000 shares of the Company through a c.  RFLEEFEBEREBE0% R MEABHEE20% S
company 60% owned by him and 20% owned by his spouse. #)— A B8 42 7]38,000,0008% A& 17 ©

(2) Long positions in share options (2 REREZFE
As at 31st December 2003, Mr. Xiang Bin, Executive Director RZFZE=F+=A=+—0  KRAKH
of the Company, has personal interests in share options TESERAEHBREETE (TXFER
granted under the Old Scheme (as mentioned below in the REETEIRE R — BT & REAA
section headed “Information on Share Option Schemes”) AR BRI (A MRS © TRBBEALQA
to subscribe for shares of the Company. The following table BARITE ZERERFEVIRFER 2EH

discloses movements in the Company’s share options
outstanding at the beginning and at the end of the year:

Number of share options
EREHE
Granted  Exercised Lapsed
Exercise price Exercise Beginning during during during
per share period ofyear  the year the year theyear  End of year

Date of grant RuRd BRITEE fifEH B FARE  EAAR EREX ER

Mr. Toe Sai Tung, Stones At RSt

14th July 1998 “MANELATER  HKS149%ET 14th July 1998 2,000,000 -
to 13th July 2003
—INNELATRA
EZET-ELATER

14th July 1999 “MNELETEE  HK$1.003T 14th July 1999 1,000,000 - - 1,000,000@ -
to 13th July 2004
—hANELATRA
ETSERELAT=R

18th September 2002 “EECENATNE HKS1I6ET 18th September 2002 1,000,000 - - 1,000,000® -
to 17th September 2007
ZEECENET\A
ECRRLENATLA

2,000,000 -

4,000,000 -

4,000,000 -
Mr. Xiang Bin Bk
30th April 2002 “TECEMECTE HKSLATET 30th April 2002 1,000,000 - - - 1,000,000
to 29th April 2007
) el
EZRTLEMACTNA

5,000,000 -

400000 1,000,000
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(1) The option granted to Mr. Tse Sai Tung, Stones was not exercised within the

exercise period and therefore lapsed at the expiry of the exercise period.

(2)  Mr. Tse Sai Tung, Stones resigned as Director of the Group on 29th September

2003 and his unexercised options therefore lapsed upon his resignation.

Save as disclosed above, as at 31st December 2003, none of
the Directors, chief executives of the Company and their
associates had any personal, family, corporate or other interests
or short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which would have to be notified
to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short
positions which they are taken or deemed to have under such
provisions of the SFO), or which were required , pursuant to
section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, to be
notified to the Company and the Stock Exchange.

Apart from the foregoing, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors or any of their spouses or children under
18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body
corporate, and no Directors or chief executives or their respective
spouses or children under 18 years of age had been granted
any right to subscribe for equity or debt securities of the Company
nor exercised any such right.
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SUBSTANTIAL SHAREHOLDERS

Other than interests disclosed in the section headed “Directors’
interests and short positions in shares, underlying shares and
debentures” above, as at 31st December 2003, according to
the register of interests kept by the Company under section 336
of the SFO, the following entity has interests or short positions
in the shares of the Company which fall to be disclosed to the
Company under Divisions 2 and 3 of Part XV of the SFO:

FERRE

B EX[EZHRRG - 18 E%H%ﬁ&ﬁ%%ﬁﬁﬁ K
RKkE | —fimRBE I R=ET=F

-i— A=+—0  RARRREZELFLAEK

FISE336IREFE 2 Btz idek - THEER

RATRD R HEERIBEEH KRB GO ZEXVE

FOREIDIAERNACIEE 2 EESAR -

Capacity and Number of Percentage
nature of interest issued shares holding
Name of shareholders BRERE SORERME ERITRAEE BRES
Sounda Properties Limited FEBEBRAR Beneficial owner 637,500,000 63.62%
(Long positions) (57 &) BE=BA
Save as disclosed above, as at 31 December, 2003, the Directors BREXFEREN RZEE=F+=A=1+

are not aware of any other persons who have interests or short
positions in the shares, underlying shares or debentures of the
Company or any associated corporations (within the meaning
of Part XV of the SFO) which would fall to be disclosed to the
Company under Divisions 2 and 3 of Part XV of the SFO.

INFORMATION ON SHARE OPTION SCHEMES
On 4th November 2002, the Company adopted a new Share
Option Scheme (the “New Scheme”) which is in compliance with
Chapter 17 of the Listing Rules. No option shares have been
granted under the New Scheme since its adoption. On the same
day, the old share option scheme adopted by the Company on
4th April 1998 (the “Old Scheme”) was terminated. Since its
adoption, 7 million option shares were granted under the Old
Scheme. All options granted under the Old Scheme prior to its
termination, other than those lapsed, continue to be valid and
exercisable in accordance with the Old Scheme whose provisions
remain enforceable to the extent necessary to give effect to the
exercise of such options.
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The following is a summary of the New Scheme disclosed in

accordance with the Listing Rules:

1.

Purpose of
the New Scheme

Participants of
the New Scheme

Total number of
shares available for
issue under the

New Scheme and
percentage of issued
share capital as at
31st December 2003

Maximum entitlement
of each participant
under the New
Scheme

As recognition of the contribution
of the participants by granting
options to them as incentives or
rewards.

Any executive, employee, director
(including executive director and
independent non-executive
director), consultant, adviser and/
agent of the company or any of
its subsidiaries.

100,200,000 shares unless
shareholders’ approval has been
obtained pursuant to the terms of
the New Scheme (10% of issued
share capital)

The total number of shares issued
and to be issued upon the
exercise of share options already
granted or to be granted to each
participant (including both
exercised and outstanding share
options) in the 12-month period up
to and including the date of grant
shall not exceed 1% of the issued
share capital as at the date of
grant. Any grant of further options
above this limit shall be subject to
certain requirements as stipulated
in the rules of the New Scheme.
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5.  The period within
which the shares must
be taken up under
an option

6. The minimum period
for which an option
must be held before
it can be exercised

7. The amount payable
on application or
acceptance of the
option and the period
within which payments
or calls must or may
be made or loans for
such purposes must
be paid

8. The basis of
determining the
exercise price

Commencing on the date of grant
of an option and expiring at
5:00 p.m. on the earlier of the
business day preceding the fifth
anniversary thereof and the
business day preceding the tenth
anniversary of the date on which
the New Scheme was adopted.

Completion of half year’s full-time
services with the Company or a
subsidiary.

Nil

The exercise price is determined
by the board of Directors and shall
at least be the highest of:

a. the closing price of the
Company’s shares as stated
in the Stock Exchange’s daily
quotations sheet on the date
of grant of the relevant
options;

5.
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b. the average closing price of
the Company’s shares as
stated in the Stock
Exchange’s daily quotation
sheets for the five business
days immediately preceding
the date of grant of the
relevant options; and

c. the nominal value of the

Company’s shares
9. The remaining life The Scheme was adopted on 4th
of the New Scheme November 2002 and will expire at
5:00 p.m. on the business day
immediately preceding the tenth

anniversary thereof

FOREIGN EXCHANGE FLUCTUATIONS

The Group earns revenue and incurs costs and expenses mainly
in Renminbi. The Group experienced no significant foreign
exchange movement and the Directors do not anticipate any
significant foreign exchange loss as a result of changes in
exchange rate between Hong Kong dollars and Renminbi in the
foreseeable future.

MANAGEMENT CONTRACT

No contract concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

EMPLOYEES

As at 31st December 2003, the Group, excluding its associate
and jointly controlled entity, employed a total of 2,859 (2002:
2,670) staff, the great majority of which were employed in
mainland China.

The remuneration policies remained the same as revealed in the
Annual Report for the year ended 31st December 2002.

b. RERARMBRERL
ERZAAEZEAR
RABRDREZ SR
WERNFHWRHE
4

c. ARARMNEE

9. FErElMF HEN-_FTZT-_Ft+—AM
EREARR BE® - ZERTBEFAN
— A% A T FRRFERILE

SMNE R B

AEBNEBZBRABARE - WAARE AT
PR B o 7N B 4 T ST (] R HMNE R
B MEFEAEARZIRRTTEERETS
AR E R BB AL B ARINERIE

EEEXN
FRCRADAERAENERROEBHE
W T HAFEERRATHAL -

=]

RZTZE=F+=ZA=+—1H  £~&EE (T8
HEg &N 7 R ARESIE ) HiEFH2,859% (_
T -F+ZA=+—H :2,670%)8KE -
HR K B0 B R B K BE o
FHBRREEE ST -_F+-_A=1+—HL

FRZFHAPEEMRR -




2B A A T A BR 2 W

Report of the Directors

CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information
which would indicate that the Group is not, or was not, in
compliance with the Code of Best Practice (the “Code”) as set
out in Appendix 14 to the Listing Rules at any time during the
year ended 31st December 2003, except that the independent
Non-executive Directors of the Company are not appointed for
specific terms. However, all Directors except the Chairman and
the Managing Director are subject to retirement by rotation at
annual general meetings of the Company in accordance with
the Company’s Bye-laws. In the opinion of the Directors, this
meets the objective of the Code.

PURCHASE, REDEMPTION AND SALE OF
THE COMPANY’S 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 ended 31st December 2003.

AUDIT COMMITTEE

The Company’s audit committee is composed of all the three
independent Non-executive Directors of the Company. The audit
committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
internal controls and financial reporting matters including a review
of the consolidated accounts for the year ended 31st December
2003 with the Directors.
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SUBSEQUENT EVENT

In March 2004, the Group purchased from two individuals (“the
sellers”) an effective interest of 70% in Dynawell Investment
Limited, which owns a plot of land for development in
Guangzhou, Guangdong Province, mainland China, for a
consideration of HK$5,000. In addition, the Group has agreed
to be responsible for all the costs for the development of the
entire property project and to distribute to the sellers a 30%
interest of the total saleable area of the properties developed
upon completion.

AUDITORS

Arthur Andersen & Co. audited the Company’s accounts for the
year ended 31st December 2001 and resigned as the Company’s
auditors with effect from 5th July, 2002. The Company, at a
special general meeting held on 4th November, 2002, has
appointed PricewaterhouseCoopers as its auditors.

The accounts have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of
PricewaterhouseCoopers as the Company’s auditors for the
ensuing year is to be proposed at the forthcoming annual general
meeting.

On behalf of the Board of Directors

CHU MANG YEE
Chairman

Hong Kong, 21st April 2004
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