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REPORT OF THE DIRECTORS I M +5&

The Directors of the Company are pleased to present their
Report together with the audited consolidated financial
statements of the Company and its subsidiaries (altogether the
“Group”) for the year ended 31st December, 2003 and the

Auditors’ Report thereon.

PRINCIPAL ACTIVITIES

The principal activities of the Group during the year were
property development and investment, and securities

investment.

During the year under review, the Company acted as an
investment holding company while the principal activities and
other particulars of the Company’s principal subsidiaries are
listed out in Note 11 to the financial statements on pages 58

to 59.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 3 1st December,
2003 are set out on pages 32 to 74. As the Group’s operation
was attributable to the property development and investment,
no analysis on business segment is presented. An analysis by
geographical segments is set out in Note 4 to the financial

statements on pages 47 to 50.

No interim dividend was paid during the year (2002: Nil) and
the Directors of the Company do not recommend the payment
of a final dividend for the year ended 31st December, 2003
(2002: Nil).

Movements in reserves of the Group and of the Company during
the year are shown in Note 21 to the financial statements on

pages 68 to 71.

MAJOR CUSTOMERS AND SUPPLIERS

Of the turnover of the Group for the year, less than 30% was

attributable to the Group’s five largest customers.

During the year, the Group had no suppliers whose goods or
services were specific to the business of the Group and required
on a regular basis and which were not readily available from

alternative sources.
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DONATIONS

No donations for charitable or other purposes were made by

the Group during the year.

FIXED ASSETS

During the year ended 31st December, 2003, the Group
acquired fixed assets amounting to approximately HK$51,000
and wrote off assets with an aggregate net book value of

approximately HK$1,000.

Movements in fixed assets of the Group and of the Company
during the year are shown in Note 10 to the financial statements

on pages 56 to 57.

A schedule of the principal properties held by the Group, either

under development or for sale, is set out on pages 75 and 76.

BORROWINGS AND DEBENTURES

Details of bank loans and other borrowings of the Group as at
31st December, 2003 are set out in Note 19 to the financial

statements on pages 65 to 66.

No debentures of any class were issued by the Company or any
of its subsidiaries, or were in issue at any time during the

year.

Interest expenses of HK$980,000 attributable to properties
under development were capitalised by the Group during the

year.

SHARE CAPITAL

As at 31st December, 2003, 2,608,546,511 ordinary shares of
HK$0.05 each in the capital of the Company were in issue and
the Company has not issued any new shares in the capital

during the year under review.

Details of the share capital of the Company are shown in Note

20 to the financial statements on pages 66 to 67.
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PURCHASE, SALE OR REDEMPTION OF

LISTED SECURITIES

During the year ended 31st December, 2003, there was no

purchase, sale or redemption by the Company, or any of its

subsidiaries, of the Company’s listed securities.

DIRECTORS

The Directors of the Company as at the date of this Report and

those who were in office during the year are:

Name of Directors

Mr Chen Jianbo (Chairman)

Mr Tong Cun Lin
Madam Hsu Feng
Mr Hua Ming

Mr Ji Jie Ping
Mr Tung Ming-Hsun
Mr Tong Albert
Mr Liang Jung-chi

(Independent Non-Executive Director)
Ms Hou Chun

(Independent Non-Executive Director)
Madam Tung Wai Yee

(Independent Non-Executive Director)

Mr Sung Tze Chun

(appointed on
4th July, 2003)

(appointed on
4th July, 2003)

(appointed on

28th January, 2003)
(resigned on

28th January, 2003)
(resigned on

12th December, 2003)

A profile of the existing Directors of the Company is shown

on pages 15 to 16.

Information relating to emoluments paid to the Company’s

Directors during the year is set out in Note 6 to the financial

statements on pages 51 to 52.

Pursuant to Article 73 of the Company’s Articles of Association,

Mr Chen Jianbo and Mr Hua Ming, being Directors appointed

by the Board of Directors of the Company (“Board”), should

hold office only until the next following annual general meeting
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of the Company after their appointments and will therefore
retire at the forthcoming annual general meeting. Being eligible,
Mr Chen Jianbo offers himself for re-election while Mr Hua
Ming has confirmed with the Company that he will not stand

for re-election at the forthcoming annual general meeting.

All Directors of the Company, including the non-executive
Directors, are subject to retirement by rotation at annual general
meetings of the Company in accordance with the Company’s
Articles of Association. Articles 77 to 79 provide that at each
annual general meeting one-third of the Directors of the
Company for the time being shall retire from office and the
Directors to retire in every year shall be those who have been
longest in office since their last election and shall be eligible
for re-election. In this connection, Madam Hsu Feng and Mr
Tong Albert will retire by rotation at the forthcoming annual
general meeting of the Company and, being eligible, offer

themselves for re-election.

The re-election of Mr Chen Jianbo, Madam Hsu Feng and Mr
Tong Albert is subject to shareholders’ approval at the
forthcoming annual general meeting. Details of such Directors
will be disclosed in a circular of the Company to be despatched
to the shareholders together with the notice of annual general

meeting.

None of the Directors of the Company proposed for re-election
at the forthcoming annual general meeting have an unexpired
service contract with the Company or any of its subsidiaries
which is not determinable by the employing company within
one year without payment of compensation (other than

statutory compensation).

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31st December, 2003, the interests and short positions of
the Directors of the Company in shares, debentures and
underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO™)), which were required,

pursuant to Section 352 of the SFO, to be entered in the register
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referred to therein (including interests and short positions

which they were taken to have under Section 344 of the SFO)

or which were required to be notified to the Company and

The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) pursuant to the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules”), were

as follows:

The Company:

Shares of HK$0.05 each

o

AR :
A5 B i L 0.0 598 9T =2 B By

Number of shares in the Company

55 344 R BIEHL 2 A RO RE 45 SR ) > BUR
IR s I 5 5 5 A PR W) (TR 5 B )
Z (i B AD (TR 1) 24
TE FVE A m) R W A8 i 2 M i KR AN

WA A E 2 By H

Personal Family Corporate Other

Interests Interests Interests Interests
Name of Directors WA f A\ HE 23 K5 HE 2% 2 v BE 2 HC fib B 22
Mr Chen Jianbo W 221 U 5l A= Nil4E Nil4E NildE Nil4E
Mr Tong Cun Lin (A) LB A () 469,802,162 PN 255,676,326 (B) Nil#
Madam Hsu Feng (4) B MLt (a) 31,000,000 Nil4E Nilf% (B) Nil
Mr Hua Ming (A e Nil 4l Nil 4 NilfiE Nil 4
Mr Ji Jie Ping Sy o 200,000 Nil Nilf# Nil 4
Mr Tung Ming-Hsun # W] Sk Nil fi Nil fi Nil fi Nil fi
Mr Tong Albert i Nil Nil4E Nilf% (B) Nil
Mr Liang Jung-chi AL Nilfi Nil fi Nil fi Nil fi
Ms Hou Chun A /NE Nil i Nil i Nil i Nil i
Notes: it 7

(A) MrTong Cun Lin and Madam Hsu Feng are husband and wife.

(B) As at 31st December, 2003, the 255,676,326 shares in the

Company were held by a wholly-owned subsidiary of Tomson

Group Limited (a listed company in Hong Kong), of which Mr

Tong Cun Lin was a substantial shareholder controlling the

exercise of more than one-third of voting power at its general

meetings and hence Mr Tong was taken to be interested in such

shares pursuant to Section 344 of the SFO.

Madam Hsu Feng and Mr Tong Albert were the managing director

and the executive director of Tomson Group Limited respectively.
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Save as disclosed above, none of the Directors of the Company
and their associates had any interests or short positions in
shares or debentures or underlying shares of the Company or
any of its associated corporations as at 31st December, 2003,
which were required, pursuant to Section 352 of the SFO, to
be entered in the register referred to therein (including interests
or short positions which they were taken to have under Section
344 of the SFO) or which were required to be notified to the

Company and the Stock Exchange pursuant to the Listing Rules.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme”)
on 29th May, 2002 and the major terms of the Scheme are as

follows:—

Purpose

The purpose of the Scheme is to provide incentives or rewards
to selected persons for their contribution to the Group or any
entity in which the Group holds any equity interest (“Invested

Entity”).

Participants

The participants of the Scheme include:—

(i) any employee or proposed employee (whether full time
or part time) of any member of the Group or any Invested
Entity, including any executive director of any member of

the Group or any Invested Entity; or

(ii) any non-executive director (including independent non-
executive director) of any member of the Group or any

Invested Entity; or

(iii) any customer and supplier of goods or services to any
member of the Group or any Invested Entity who have

contributed to the Group; or

(iv) any adviser or consultant of any member of the Group or
any Invested Entity who provides business advice and
business consultancy service to any member of the Group

or any Invested Entity; or
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(v) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by

any member of the Group or any Invested Entity.

The maximum number of shares available for issue

The maximum number of shares of the Company in respect of
which options may be granted under the Scheme must not
exceed 160,854,651 shares, being 6.2% of the total number
of shares of the Company in issue as at the date of this Report,
unless shareholders’ approval of the Company has been

obtained.

Maximum entitlement of each participant

The total number of shares of the Company issued and to be
issued upon exercise of the options granted and to be granted
to each participant (including exercised and outstanding
options) in any 12-month period up to the date of grant shall
not exceed 1% of the shares of the Company in issue at the
date of grant (the “Individual Limit”). Any further grant of
options in excess of the Individual Limit must be subject to
shareholders’ approval in general meeting with such participant

and his or her associates abstaining from voting.

Exercise period of options

An option may be exercised at any time during a period as the
Board may determine which shall not be more than 10 years

commencing from the date of grant of the option.

Minimum period for which an option must be held
before it can be exercised

Save as determined by the Board and provided in the offer of
the relevant options, there is no minimum period for which

an option must be held before it can be exercised.

Payment on acceptance of an option

The acceptance of an offer of granting an option must be
made within 28 days from the date on which such offer is
made with a non-refundable payment of HK$1 from the grantee

to the Company by way of consideration for the grant thereof.
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Basis of determining the subscription price

The subscription price of a share of the Company in respect of
any option granted under the Scheme shall be such price as
the Board in its absolute discretion shall determine, save that

such price will not be less than the highest of:—

(i) the closing price of the shares as stated in the daily
quotations sheet of the Stock Exchange on the date of

grant of the option, which must be a business day;

(ii) the average of the closing prices of the shares as stated in
the Stock Exchange’s daily quotations sheets on the 5
business days immediately preceding the date of grant of

the option; and

(iii) the nominal value of the shares on the date of grant.

Remaining life of the Scheme

Subject to earlier termination by the Company in general
meeting or by the Board, the Scheme shall be valid and effective
till 28th May, 2012. After the expiry of such valid period, no
further options will be granted but in all other respects the

provisions of the Scheme shall remain in full force and effect.

Under the Scheme, there were no options granted, exercised,
cancelled or lapsed during the year ended 31st December, 2003,

or outstanding at the beginning or at the end of the year.

Apart from the Scheme, at no time during the year nor at the
end of the year, was the Company or any of its subsidiaries a
party to any arrangements to enable the Directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body

Corporate.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year under review and up to the date of this Report,
the Directors of the Company who are considered to have
interests in business which competes or is likely to compete,
either directly or indirectly, with the business of the Group,
other than those business where the Directors have been
appointed/were appointed as directors to represent the interests
of the Company and/or the Group, pursuant to the Listing

Rules are set out below:

(1) Madam Hsu Feng and Mr Tong Albert are directors of
Tomson Group Limited (“TGL”) whereas Mr Tong Cun
Lin is a substantial shareholder of TGL. Mr Sung Tze Chun
was a director of the Company and TGL until his vacation
of office on 12th December, 2003. One of the principal
business of TGL and its subsidiaries has been property
development and investment in Shanghai, in particular

Pudong, for years.

(2) Mr Chen Jianbo and Mr Hua Ming are directors of
Shanghai Zhangjiang Hi-Tech Park Development Co., Ltd.
(“Zhangjiang Hi-Tech”). Property development and
investment in Zhangjiang Hi-Tech Park, Pudong, Shanghai

is one of the major business of Zhangjiang Hi-Tech.

(3) As the Group currently undertakes property development
and investment projects in Zhangjiang Hi-Tech Park, the
business of TGL and Zhangjiang Hi-Tech in property sector
in Shanghai (the “Excluded Business”) may compete with

the Group’s business.

(4) In this connection, as at the end of the year under review
and up to the date of this Report, Mr Chen Jianbo, Mr
Tong Cun Lin, Madam Hsu Feng, Mr Hua Ming and Mr
Tong Albert are all regarded to be interested in competing

business of the Group.
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(5) TGL is a listed company in Hong Kong while Zhangjiang
Hi-Tech is a listed company in Shanghai. The Excluded
Business is managed by independent management and
administration of TGL and Zhangjiang Hi-Tech respectively.
Besides, the Board is independent of the boards of TGL
and Zhangjiang Hi-Tech and the independent non-
executive Directors of the Company would help
monitoring the operation of the Group, the Group is
therefore capable of carrying on its business independent

of, and at an arm’s length from, the Excluded Business.

SIGNIFICANT CONTRACTS

The Company has through, its wholly-owned subsidiary, Shine
Trip Limited (“Shine Trip”) issued 134,045,542 warrants
(“Warrants™) by way of an open offer (“Open Offer”) to all
qualifying shareholders in May 2002, at an issue price of
HK$0.15 per Warrant. A deed poll was executed by Shine Trip
on 6th May, 2002 constituting the Warrants. Each Warrant
entitled the holder to purchase one share in the capital of TGL
at an exercise price of HK$0.75 at any time during the period
commencing from 12:00 noon on 6th May, 2002 to 12:00
noon on 5th May, 2003. The Warrants were freely transferable
but were not listed on the Stock Exchange or any other stock

exchange.

Mr Tong Cun Lin and Madam Hsu Feng held a total of
73,412,230 Warrants in 2003 until the expiry of the Warrants
on 5th May, 2003, which represented approximately 54.77%
of the total number of Warrants issued under the Open Offer.
No Warrants held by Mr Tong Cun Lin and Madam Hsu Feng

were exercised.

Save as disclosed above, no contracts of significance to which
the Company or any of its subsidiaries was a party and in
which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year

or at any time during the year ended 3 1st December, 2003.
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PENSION SCHEMES

The Company participates in a pension scheme, which was
registered under the Mandatory Provident Fund Schemes
Ordinance (the “MPF Ordinance”), for all its employees in
Hong Kong. The scheme is a defined contribution scheme
effective from November 2002 and is funded by contributions
from employer and employees according to the provisions of
the MPF Ordinance. Should there be the employer’s voluntary
contributions to the scheme, forfeited contributions in this
nature can be applied to reduce the amount of future voluntary

contributions payable by the employer.

During the year under review, the total amount contributed by
the Company to the scheme and charged to the income
statement amounted to approximately HK$12,000 (2002:

HK$1,000) and no contributions were forfeited.

On the other hand, the employees of the Group in mainland
China are members of respective state-managed defined
contribution retirement benefits schemes operated by the local
governments, details thereof are set out in Notes 6 and 25 to

the financial statements.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS

As at 31st December, 2003, the following shareholders (other
than a Director of the Company) were interested, directly or
indirectly, in 5% or more of the total issued share capital and
underlying shares of the Company and those interests were
required to be recorded in the register required to be kept

under Section 336 of the SFO:

38 Pk 4t
AprlH AR TS RESHT —H
P o A 1 e B GR ) (1 CoR
By 1) R 2 AR ARE E E o 2R IR A
5 S R A AR
AR o wZ W TR 9 GR BT e i) <
et IR 35 L AR B AR e AR ot
at BE AR (s I 2 BBt
B2 A3t AT P AR 1S 8 AR 2 0 AR R A+F i A
i 2z B B R -

A RBAE BE IR > AR R 3 R #AE 2
LT AR 2R 2 R TH A B A F5 12,0000
Jo(ZEE A 1,000 00) 0 B R
R Wz K

Ty 1 o AR S EAE B B A 2 AR B SR
Al H b 6 O 25 B 2 R R L kR
PRAEFI B 2 B8 > FEE R IR E K R e
25 o

4 BB R B A B iR AT

RoEFZEFSAST—H > FARR
(A2 A LA SP A ) S B A
2R T A EL B AT AR AR BB o 2 5%
s DL 0 2 T % HE 0 O Gl
T B W ) 53336 2 HURE AR SR T4
ez in

Number of shares held (proportion to the

total issued share capital of the Company)

Pt 5 47 Jbe 4 ¥ H

XY 'y (A2 vl 2T C AT R Z 1 A )

Name of substantial shareholders

Shanghai Zhangjiang (Group) Co., Ltd. (a) g RIT (SR ) AR A E] (a) 779,955,407 (29.90%)

Shanghai Zhangjiang i R VT R R R
Hi-Tech Park Development Co., Ltd. (a) BH 8% B0 A BR 22 7 (o) 779,955,407 (29.90%)
Tomson Group Limited (b) Vo B A BR A 7] () 255,676,326 (9.80%)
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Notes:

(a) The reference to 779,955,407 shares were related to the same
block of shares in the capital of the Company which was
beneficially held by Best Central Developments Limited (“Best
Central”). Best Central was a wholly-owned subsidiary of Dalton
Group U.S.A. Inc. (“Dalton”) which was in turn wholly owned
by Hypon Group Limited (“Hypon”). Hypon was a wholly-owned
subsidiary of Shanghai Z.]. International Inc. (“ZJ International”)
which was in turn wholly owned by Shanghai Zhangjiang Hi-
Tech Park Development Co., Ltd. (“Zhangjiang Hi-Tech”) in which
Shanghai Zhangjiang (Group) Co., Ltd. (“Zhangjiang Group”)
held a 64.51% interest. Therefore, Best Central, Dalton, Hypon,
ZJ International, Zhangjiang Hi-Tech and Zhangjiang Group were
interested or were taken to be interested in those shares pursuant

to the SFO.

Since Dalton has transferred all its interest in the entire issued
share capital of Best Central to Shanghai (Z.J.) Hi-Tech Park
Limited, a wholly-owned subsidiary of Zhangjiang Hi-Tech,
hence, Z]J International, Hypon and Dalton are no longer taken

to be interested in those shares pursuant to the SFO.

(b) The 255,676,326 shares were beneficially held by Cosmos Success
Development Limited (“Cosmos Success”). Cosmos Success was
a wholly-owned subsidiary of Hoffman Enterprises Corp. which
was in turn wholly owned by Tomson Corporation in which
Tomson Group Limited (“TGL”) held the entire interest.
Therefore, Cosmos Success, Hoffman Enterprises Corp., Tomson
Corporation and TGL were interested or were taken to be

interested in those shares pursuant to the SFO.

Save for the above interests, the Directors of the Company are
not aware of any person (other than Directors of the Company)
who had, directly or indirectly, interests or short positions in
the total issued share capital and the underlying shares of the
Company and those interests or short positions were required
to be recorded in the register kept under Section 336 of the
SFO as at 31st December, 2003.

()  LHUFTEE I 2 779,955,407 BEE S TIHE ALY
Al A 2[R — By o 5% 55 I 0) H Best
Central Developments Limited ([ Best Central])
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Inc. ([Dalton ) Z & EME A w - W& h
Hypon Group Limited ( nyponJ ) REHER -
Hypon /9 Shanghai Z.J. International Inc. ([ 5%
AN S NpRrae oy < (o) PN (T S ANC ¢S
Ay L o R R [ L D 3 PR 43 A R )
(MRILERHL)) 2EHA - BRI (4
B A PR A (TR F ) IR A R
BH% 2 64.51%ME 4% o AL > Best Central »
Dalton * Hypon ~ 5RVLEI S ~ 5RYLEBHE &
SR VT AR AR 5 R o B 1 8 A6k 9D R A R
B 2 B A 6% 55 R RO RE AR -
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A rh 2 A R T — IR VLR R 2
4 ¥ W} J&§ > ¥ Shanghai (Z.].) Hi-Tech Park
Limited » BILL - AR4E GE IR KM B0 1) -
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Enterprises Corp.Zé%:Kﬁ)%/L\\ﬁJ G E
Tomson Corporationé B o T B
ABRAF (T8 E4E]) A 474 Tomson
CorporationZ 4 Ff M 2 o PRI UL - U 5 ~
Hoffman Enterprises Corp. > Tomson
Corporation X F 4R I AR R 7 B B Ak
1) BEAT BB A B AT 2% 5 By < R4 o
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MANAGEMENT CONTRACTS

No contracts for the management and administration of the
whole or any substantial part of any business of the Company
were entered into or subsisted during the year ended 31st

December, 2003.

FINANCIAL SUMMARY

A summary of the results and financial position of the Group
for the preceding five financial years is set out on pages 78 to

79.

AUDITORS

The financial statements of the Company for the year have
been audited by Messrs Deloitte Touche Tohmatsu who were
the Auditors of the Company for the preceding three financial

years.

They will retire at the conclusion of the forthcoming annual
general meeting of the Company and, being eligible, offer

themselves for re-appointment.

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied
with the Code of Best Practice set out in Appendix 14 to the

Listing Rules throughout the year ended 3 1st December, 2003.

An Audit Committee has already been set up by the Directors
to review and supervise the Group’s financial reporting process
and internal controls. The Committee is now composed of two
independent non-executive Directors of the Company, Mr Liang
Jung-chi and Ms Hou Chun, and holds regular meetings to

review the results of the Group together with the Auditors.

On behalf of the Board
Tong Albert
Executive Director

Hong Kong, 15th April, 2004
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