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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 2004.

PRINCIPAL ACTIVITIES

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

An analysis of the Group’s turnover by geographical locations and their
respective contributions to operating profit for the year ended 31st
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December 2004 is as follows: T
Contribution to
Turnover operating profit
BEE HEERANNER
HK$'000 HK$'000
FHET FHETT
Guangzhou B M 2,395,779 517,309
Beijing iy 1,459,240 329,849
Shanghai i} 298,534 128,912
Tianjin K& 280,502 19,114
Others Hfth 15,858 15,858
4,449,913 1,011,042
Other revenue H g A 117,706
Unallocated corporate expenses AARHAX (25,669)
TOTAL #at 1,103,079
An analysis of the Group's turnover by business segments and their AEBEEE-_TTNF+_A=+—HLEFER
respective contributions to operating profit for the year ended 31st EBEONEEERESBEHLZERFMWER D
December 2004 is as follows: G UNNE

Contribution to

Turnover operating profit

BEE YWRERINER

HK$'000 HK$'000

FET FET

Pre-sale and sale of properties MEBERHEE 4,338,019 976,776
Rental income He WA 42,744 38,470
Property management fees MEERE 69,150 (4,204)
4,449,913 1,011,042

Other revenue HilgA 117,706
Unallocated corporate expenses ROBMHEAX (25,669)
TOTAL @t 1,103,079




MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31st December 2004, the five largest customers
of the Group accounted for approximately 3.8% of the Group's turnover
while the five largest suppliers of the Group accounted for 52% of the
Group's purchases. In addition, the largest customer of the Group
accounted for approximately 1.8% of the Group’s turnover while the
largest supplier of the Group accounted for approximately 25% of the
Group's purchases.

Save for the association with certain related companies as set out in Note
4 to the accompanying audited 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 2004 are
set out in the consolidated profit and loss account on page 61 of this
annual report.

An interim dividend of HK3 cents per share, totalling HK$30,090,000,
was declared and paid during the year. The Directors recommended the
payment of a final dividend of HK6 cents per share, which will bring the
total dividends for the year ended 31st December 2004 to
HK$90,270,000.

SHARE CAPITAL

Details of movements 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 accounts.

Distributable reserves of the Company as at 31st December 2004,
calculated under the Companies Act of Bermuda, amounted to
HK$53,228,000 (2003: HK$50,062,000).

DONATIONS

During the year, the Group made charitable donations totalling
HK$4,068,000 (2003: HK$6,109,000) to various organisations for
charitable purpose.
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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.

FIXED ASSETS AND INVESTMENT PROPERTIES

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

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s subsidiaries and associated companies are
set out in Notes 18 and 19 to the accounts, respectively.

BANK LOANS

Particulars of bank loans as at 31st December 2004 are set out in Notes
29 and 30 to the accounts.

PENSION SCHEMES

Details of the pension schemes are set out in Note 42 to the 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 125 to 128.

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 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) in force prior to
31st March 2004 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 on-going press notice and/or circular and/
or to obtain prior independent shareholders’ approval. Details of such
connected transactions are as follows:
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Appointment of a main contractor - Guangdong Zhujiang
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 not 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 2004, construction fees paid/payable to GZ Construction
amounted to approximately HK$792,000,000 (2003:
HK$1,250,000,000).

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 not 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 2004, construction
fees paid/payable to Hanjiang amounted to approximately
HK$1,298,000,000 (2003: HK$882,000,000).
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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 those
charged to owners of individual units of the sold properties. Esteem
is a connected person of the Company under Chapter 14 of the
Listing Rules in force prior to 31st March 2004 because 10% equity
interest of Esteem is held by Guangdong Zhujiang Property
Management Company, a wholly-owned subsidiary of GD Zhujiang.
During the year ended 31st December 2004, management fees paid/
payable to Esteem amounted to approximately HK$323,000 (2003:
HK$4,196,000).

On 19th January 2004, the Group acquired the remaining 10%
equity interest in Esteem from Guangdong Zhujiang Property
Management Company for a consideration of RMB 467,000. 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 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 2004, management fees paid/payable to Beijing Century
amounted to approximately HK$4,907,000 (2003: HK$1,926,000).

Appointment of a property management company — Shanghai
Hopson Property Management Limited (“Shanghai Hopson”)

During the two years commencing 1st January 2004, the Group
may appoint Shanghai Hopson to manage the unsold units of the
Group's properties located in Shanghai in return for management
fees equal to those charged to owners of individual units of the
sold properties. Shanghai Hopson is owned as to 40% by GD
Zhujiang and 60% by Shanghai Zhujiang Investment Limited which
is in turn owned as to 60% by GD Zhujiang and 40% by GZ
Construction. Shanghai Hopson is a subsidiary of GD Zhujiang which
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is a connected person of the Company under the Listing Rules.
Accordingly, Shanghai Hopson constitutes a connected person of
the Company under the Listing Rules. During the year ended 31st
December 2004, management fees paid/payable to Shanghai Hopson
amounted to approximately HK$116,000 (2003: Nil).

The independent non-executive Directors have reviewed the above
transactions and confirmed that:

(i) 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 Rule 14.25
(1)(A) to (D) of the Listing Rules in force prior to 31st
March 2004;

(i) during the year ended 31st December 2004, construction fees
paid/payable to GZ Construction amounted to approximately
HK$792,000,000 (2003: HK$1,250,000,000), 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;

(iii)  during the year ended 31st December 2004, construction fees
paid/payable to Hanjiang amounted to approximately
HK$1,298,000,000 (2003: HK$882,000,000), 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;

(iv) during the year ended 31st December 2004, management fees
paid/payable to Esteem amounted to approximately
HK$323,000 (2003: HK$4,196,000), 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 2004, management fees
paid/payable to Beijing Century amounted to approximately
HK$4,907,000 (2003: HK$1,926,000), 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.

(vi) during the year ended 31st December 2004, management fees
paid/payable to Shanghai Hopson amounted to approximately
HK$116,000 (2003: Nil), which has not exceeded the annual
management fees paid/payable to Shanghai Hopson 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
agreement governing the transactions.

Save as disclosed in Note 4 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, associated company, 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 2004, the Group entered into the
following connected transactions:

(i) Acquisition of the respective interests of GD Zhujiang and its
subsidiaries (“Zhujiang Group”) in certain non-wholly owned
subsidiaries of the Group
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GD Zhujiang, being a substantial shareholder of certain subsidiaries
of the Company, has granted the Group a first right of refusal to
invest in and jointly develop any property development projects in
the PRC in which GD Zhujiang has or may have development rights.
As Zhujiang Group is desirous of disposing its minority interests in
certain subsidiaries of the Company in order to refocus on and
strengthen its own business activities, and in view of the growth in
the residential property markets in Guangzhou and Beijing, together
with the potential positive earnings impact on the Group, on 23rd
June 2004, the Group entered into an agreement to acquire Zhujiang
Group's interests in certain non-wholly owned subsidiaries of the
Group at a total consideration of approximately RMB351.1 million
as follows:

Name of non-wholly
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ARBETHWBRRZTERRERKIRAAE
BRHELTERENREREARERERKTHE
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Percentage of  Resulting percentage
equity interests

of equity interests

owned subsidiaries FEEMBRARAZER acquired held by the Group Consideration
W e R AR FEBHERAE RE
ZEDH EBmzaokl
(RMB million)
(AREEBET)
1. Guangdong Huajingxincheng ERESH M B HEHLR A A 10% 100% 36.8
Real Estate Limited
2. Guangdong Hopson Yuehua BERALBERMEARR LA 10% 100% -
Real Estate Limited
3. Guangdong Hopson EREELEFHEBR QA 25.5% 100% 354
Lejing Real Estate Limited
4. Guangdong New Tai BRI RLEMEERA A 48% 100% 3
An Real Estate Limited
5. Guangzhou Hopson Yijing EMNGERSFEHEERDT 34.5% 99.5% 363
Real Estate Limited
6.  Guangdong Huanan New City BREFHMEHEAFR A A 39% 99% 1136
Real Estate Limited
7. Beijing Hopson Lu Zhou Real b A £ MEHERZEHR A A 30% 100% 62.3
Estate Development Limited
8. Beijing Hopson Beifang Real b RA£db A FEEREFR A A 30% 100% 32.0
Estate Development Limited
9. Beijing Hopson Yuling Real bR AEMEFHEREERA A 30% 100% 317

Estate Development Limited

The above transactions were completed as of 31st December 2004.
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Acquisition of 59.5% equity interest of Guangzhou Zhujiang
Qiaodao Real Estate Limited (“"Qiaodao”) from GD Zhujiang and
Guangzhou Shanlian Hua Qiao Real Estate Limited (“Shanlian”).

In view of the encouraging economic condition, the growth in the
property values in Guangzhou, and the increase in demand for
good quality commodity properties in Guangzhou, the Directors
consider that Regal Riviera, the development project held by
Qiaodao, will have a good sale potential and thus will have a positive
impact on the profits of the Group in the long term. As such, on
23rd June 2004, the Group entered into an agreement to acquire
29.5% equity interest from GD Zhujiang and 30% equity interest
from Shanlian at a total consideration of approximately RMB 496.9
million.

The acquisition was conditional upon the finalisation of the business
registration procedures in mainland China and is expected to be
completed during the first half of 2005.

The Group entered into a conditional Cooperation Agreement and
a conditional Internal Sub-Contract with Shanghai Hungkang North
Bridge Property Company Limited (“Shanghai Hungkang”) in
connection with the development of the piece of land located in
Minxing District of Shanghai comprising approximately 1,196.52 mu.
(the “Lot”) via Shanghai Lung Meng Company Limited (“Shanghai
Lung Meng”), a non wholly-owned subsidiary of the Company.

In order to facilitate the transfer of the 25 per cent interest of
Shanghai Hungkang in Shanghai Lung Meng to Chia Lung Group
Company Limited (“Chia Lung”) and Prestige Dragon Development
Limited ("Prestige”), both companies are effectively wholly-owned
by the Company, on 31st May 2004, the Group entered into a
conditional Cooperation Agreement and a conditional Internal Sub-
Contract with Shanghai Hungkang.

Pursuant to the conditional Cooperation Agreement, Chia Lung,
Prestige and Shanghai Hungkang, being all joint venture partners of
Shanghai Lung Meng, agree to change the mode of their co-
investment and cooperation in the joint venture company such that
instead of contributing to 25 per cent of the registered capital and
sharing 25 per cent of the profits of Shanghai Lung Meng, Shanghai
Hungkang shall be solely responsible for the development of and be
solely entitled to the profit generated from the piece of land located
at Qin No.1 Jiefang No.160 Huaping Jiedao of the Lot comprising
approximately 300 mu. (the “Carved-out Land”) and shall not share
any of the profit or loss of Shanghai Lung Meng. The Carved-out
Land shall be transferred by Shanghai Lung Meng to Shanghai
Hungkang by way of asset distribution when 25 per cent of the
total investment for the development of the Carved-out Land has
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been incurred. Upon transfer of the Carved-out Land from Shanghai
Lung Meng to Shanghai Hungkang, the latter shall transfer its 25
per cent interest in Shanghai Lung Meng to Chia Lung and Prestige
at the nominal consideration of RMB1. Shanghai Hungkang shall
reimburse Chia Lung and Prestige for 25 per cent of the relocation
expenses and development costs incurred by Shanghai Lung Meng
in respect of the Lot up to 30th September 2003.

Pursuant to the Internal Sub-Contract, Shanghai Lung Meng agrees
to appoint Shanghai Hungkang to undertake site clearance and
demolition works in respect of the Carved-out Land at no
consideration.

Upon the Cooperation Agreement and Internal Sub-Contract
becoming unconditional, the Group will enter into a Termination
Agreement with Shanghai Hungkang to terminate the Share Transfer
Agreement entered into among Chia Lung, Prestige and Shanghai
Hungkang on 6th August 2002 for the transfer of Shanghai
Hungkang's 25 per cent interest in Shanghai Lung Meng to Chia
Lung and Prestige and to mutually release each other from further
obligations thereunder.

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.
Mr.
Mr.
Mr.
Mr.

Chu Mang Yee (Chairman)
Xiang Bin (Deputy Chairman)
Au Wai Kin

Chen Chang Ying

Cheung Fong Wing

(Retired on 24th May 2004)
Ms. Xiao Yan Xia

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr.
Mr.

Mr

Yuen Pak Yiu, Philip
Lee Tsung Hei, David

. 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.
Au Wai Kin and Ms. Xiao Yan Xia retire from office by rotation and,
being eligible, offer themselves for re-election at the forthcoming annual
general meeting.

None of the Directors has 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.
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DIRECTORS” AND CHIEF EXECUTIVES" INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31st December 2004, the interests or short positions of the Directors
and chief executives of the Company in the shares, underlying shares and
debentures 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 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 Issuers, to be notified to the Company and the Stock
Exchange, were as follows:

(1) LONG POSITIONS IN SHARES
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EXVHBEIRESHHBEMS AR LB RAMER
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(1) RBROZHFR

Number of shares of the Company

AXRRARBER
Percentage
Personal Family Corporate Other of shares
interests interests interests interests Total  outstanding
HE#T
BARE Bz  AREZz  HtEz R i ROBEIH

Name of directors EEns

Mr. Chu Mang Yee (a) REKEEQ) - - 637,500,000 - 637,500,000 63.56%
Mr. Au Wai Kin (b) B 2 5L 4 (b) - - 37,500,000 - 37,500,000 3.74%
Mr. Xiang Bin B EE 1,000,000 - - - 1,000,000 0.10%
Ms. Xiao Yan Xia BRELL 100,000 - - - 100,000 0.01%

Notes — [t 5t —

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. Au Wai Kin held 37,500,000 shares of the Company through a
company wholly- owned and controlled by him.

a. FERLEEBEZEBBENTEEEAR
RAIREBFREE (REA) BRAREF
& AN A §1637,500,000% L (7 -

b. BEBRALEEBEZERBRITHNADG
B 7K1 837,500,000 B {7 ©



(2) LONG POSITIONS IN SHARE OPTIONS

Pursuant to the share option scheme adopted by the Company on
4th April 1998 (the “Old Scheme”), Mr. Xiang Bin, an Executive
Director of the Company, was granted share options on 30th April
2002 to subscribe for the shares of the Company at HK$1.17 per
share, details of which as at 31st December 2004 are stated as
follows:

Exercise price  Exercise
per share  period

Dateof grant R AH BROEE TR
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BRERRBR—ANANTFEAMBREM
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Number of share options

BRERSE

Granted  Exercised Lapsed
Beginning during during during
of year ~ theyear  theyear  theyear End of year

£ FARE FATE FRAN LES

30th April 2002 —“ZZ-FMA=+H HK$117EL  30th April 2002 1,000,000 - 1,000,000 - -
to 29th April 2007
k2 e =
E_ETLEMAZTAA
1,000,000 - 1,000,000 - -

The weighted average closing price of the Company’s shares
immediately before the date on which the share options were
exercised was HK$2.38.

Save as disclosed above, as at 31st December 2004, none of the
Directors, chief executives of the Company and their respective
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 Issuers, 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’ and chief
executives’ interests and short positions in shares, underlying shares and
debentures” above, as at 31st December 2004, 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:

FERR

R EXESERITHAZRED - REARG RES
BAEa AR —HMRE 2 ERI  R=F
ZME+-_A=1T—0 BARAREES LB
ERPIEBHATECELM L - THE
BRARBBRNDFEAREES LB ERHIFEXV
WE2RFEINHAMARBRE Z BEFRR

Number of Percentage

Capacity and issued shares of shares

nature of interests (long position) outstanding

BEITRG HE T

Name of shareholders BRREE S kiE=IEE 2H (FA) BHEDL
Sounda Properties Limited MEEXEBRAA Beneficial owner 637,500,000 63.56%

7

EalAA

Save as disclosed above, as at 31st December 2004, the Directors 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 SCHEME

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. No share options granted under the Old
Scheme, which was terminated on 4th November 2002 upon the adoption
of the New Scheme, were cancelled or lapsed during the year under
review. As at 31st December 2004, there were no options outstanding
under the Old Scheme. Details of the share options granted under the
Old Scheme and exercised by an Executive Director of the Company are
set out above under the paragraph headed “Long positions in share
options” under the section headed “Directors’ and chief executives’
interests and short positions in shares, underlying shares and debentures”.

The following is a summary of the New Scheme disclosed in accordance
with the Listing Rules:

1. Purpose of the
New Scheme

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

BLEXHRELN  A-TEME+-A=+—
B REEFA BEEEELBATRAAAR
FABEAT (T LEXRAE BNV 2
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Participants of the
New Scheme

Total number of
shares available
for issue under
the New Scheme
and percentage of
issued share
capital as at

18th April 2005

Maximum entitlement
of each participant
under the New
Scheme

The period within
which the shares
must be taken up
under an option

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

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

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

100,300,000 shares unless shareholders’
approval has been obtained pursuant to
the terms of the New Scheme
(approximately 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.

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.
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8. The basis of
determining the
exercise price

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 offer of the relevant
options;

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
offer of the relevant options; and

c.  the nominal value of the Company’s
shares

9.  The remaining life
of the New Scheme

The Scheme was adopted on 4th
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 was entered into
or existed during the year.

EMPLOYEES

As at 31st December 2004, the Group, excluding its associate and jointly
controlled entity, employed a total of 3,596 (2003: 2,859) staff, the
majority of which were employed in mainland China. Employees’ costs
(including Directors’ emoluments) amounted to HK$144 million (2003:
HK$119 million).

The remuneration policies remained the same as revealed in the Annual
Report for the year ended 31st December 2003.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company adopted the code of conduct regarding securities
transactions by directors as set out in Appendix 10 to the Listing Rules
during the year under review and all Directors have complied with the
required standard of dealings set out therein.
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CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information which
would indicate that the Company 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 2004,
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 2004.

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 audited consolidated accounts
for the year ended 31st December 2004 with the Directors.

The audit committee met eight times during 2004. Mr. Yuen Pak Yiu,
Philip and Mr. Lee Tsung Hei, David each attended all eight meetings and
Mr. Wong Shing Kay, Oliver attended seven meetings.

All members of the audit committee received HK$70,000 each as
Directors’ remuneration for the year ended 31st December 2004.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its Directors, the Directors confirm that the
Company has maintained during the year under review the amount of
public float as required under the Listing Rules.

SUBSEQUENT EVENT

On 8th March 2005, the Group entered into two land transfer agreements
with Beijing Jin Yu Jia Ye Real Estate Development Company, an
independent third party, for the acquisition of the land use rights of two
land sites located at Guang Qu Men Wai Da Street, Chaoyang District,
Beijing, comprising a site area of approximately 43,000 sq.m. at a
consideration of approximately RMB511 million (approximately HK$482
million).
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AUDITORS

The accounts were audited by Messrs. PricewaterhouseCoopers. A
resolution for the re-appointment of Messrs. 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, 18th April 2005
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