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The board of directors (the “Board” or the “Directors”) of
Shanghai Forte Land Co., Ltd. (the “Company”) present their
second report and the audited financial statements of the
Company, its subsidiaries and its jointly controlled entity (the
“Group”) for the year ended 31 December 2004.

Reorganisation

The Company was incorporated in the People’s Republic of
China (the “PRC”) as a joint stock limited company on 27
September 2001. In preparing for the listing of the Company’s
H Shares on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), the Company has
undertaken a series of reorganisations (the “Reorganisation”).
Details of the Reorganisation are set out in the section entitled
“Corporate Reorganisation” in Appendix VIl to the prospectus
of the Company dated 27 January 2004 (the “Prospectus”).

The Company’s H Shares were listed on the Stock Exchange
on 6 February 2004 and the issued and fully paid share capital
of the Company was then increased to RMB441,356,300 by
the issuance of an additional 726,351,500 H Shares of
RMBO0.20 pursuant to the Global Offering (as defined below).
In addition, a total number of 6,661,935 state-owned shares
held by a promoter of the Company were sold as H Shares to

investors as part of the Global Offering.

Principal Activities

The Group is principally engaged in the provision of quality
residential units to growing urban middle class group in China.
There were no significant changes in the nature of the Group’s

principal activities during the year.

Results and Dividends

The Group’s profit for the year ended 31 December 2004 and
the state of affairs of the Company and the Group at that date
are set out in the financial statements on pages 91 to 154.
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Results and Dividends (Continued)

The Board was authorised by the shareholders at the annual
general meeting of the Company held on 11 June 2004 to
consider and approve the payment of an interim dividend of
2004. The Board has resolved to declare an interim dividend
of RMBO0.06 per share for the six months ended 30 June 2004
to shareholders (including holders of domestic shares and
holders of H Shares) whose names appear on the register of
members of the Company as at 9 September 2004 (2003: Nil).

The directors recommend the payment of a final dividend of
RMBO0.06 per share in respect of the year, to shareholders on
the register of members on 14 May 2005. The proposed final
dividend for the year ended 31 December 2004 is subject to
the approval of the shareholders at the forthcoming annual
general meeting of the Company. This recommendation has
not been incorporated in the financial statements for the year
ended 31 December 2004.

According to the articles of association of the Company (the
“Articles of Association”), dividend payable to shareholders
shall be calculated and declared in RMB. Dividends payable
to holders of the Company’s domestic shares shall be paid in
RMB, whereas dividends payable to holders of the Company’s
H Shares shall be paid in Hong Kong dollars. The exchange
rate to be adopted shall be the average closing rates of the
five business days preceding the date of declaration of dividend
as announced by the People’s Bank of China.
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Use of Proceeds from the Company’s
Initial Public Offering

The proceeds from the Company’s issue and the listing of H
Shares on the Stock Exchange on 6 February 2004 (the “Global
Offering”), including the issue of additional new H Shares
pursuant to the full exercise of the over-allotment option,
amounted to approximately RMB1,697 million after deduction
of related expenses. As at 31 December 2004, the actual use
of proceeds amounted to approximately RMB1,670 million. The
proceeds had been used to fund the Group’s property
development business. The Group will not use such proceeds
to develop any business other than property development and

ancillary property related businesses.

Summary Financial Information

A summary of the published results and assets and liabilities
of the Group for the last five financial years, as extracted from
the Company’s 2003 annual report dated 12 April 2004 and
the consolidated income statement and balance sheet as set
out on pages 91 and 93 of the financial statements, respectively
and reclassified as appropriate, is set out in the section entitled
“Financial Highlights” in the annual report. The summary does

not form part of the audited financial statements.

Property and Equipment

Details of movements in the property and equipment of the
Company and the Group during the year are set out in note 12
to the financial statements.

Principal Properties under Development
Details of the principal properties under development of the
Group for the year are set out in the section entitled “Property

Profile” in the annual report.

Share Capital

Details of movements in the Company’s share capital during
the year are set out in the statements of changes in equity on
page 94 of the financial statements.
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Share Capital (Continued)

The registered capital of the Company as at 31 December
2004 was RMB441,356,300 divided into 2,206,781,500
ordinary shares of a nominal value of RMBO0.20 each.

In preparation for the Global Offering, the Company obtained
an approval issued by the China Securities Regulatory
Commission on 7 January 2004 for the sub-division of
296,086,000 ordinary shares with a nominal value of RMB1.00
each into 1,480,430,000 ordinary shares with a nominal value
of RMB0.20 each. The sub-division of shares was approved
by the shareholders at the general meeting of the Company
held on 8 January 2004.

Pursuant to the “Provisional Administrative Measures for the
Reduction of Stated-owned Shares in Raising the Social Security
Fund”, the beneficial interests in 6,661,935 State-owned shares
held by Shanghai Xingchangning (Group) Company Limited
(“Shanghai Xingchangning”), a promoter and shareholder of the
Company, were approved by the State Asset Administration
Commission of the State Council to be transferred to the National
Social Security Fund (the “NSSF”). The 6,661,935 State-owned
shares were first converted into 6,661,935 H Shares (the “Sale
H Shares”), which were offered and sold to investors as part of
the Global Offering. Proceeds from the sale of such state-owned
shares were remitted to the NSSF.

On 6 February 2004, an aggregate of 638,271,935 H Shares of
the Company, which comprised 631,610,000 new H Shares and
6,661,935 Sale H Shares, were issued and listed on the Main
Board of the Stock Exchange. On 19 February 2004, an
additional 94,741,500 new H Shares were issued and listed on
the Stock Exchange as a result of the full exercise of an over-
allotment option granted by the Company to Morgan Stanley
Dean Witter Asia Limited (“Morgan Stanley”) on behalf of the
international underwriters of the Global Offering (the “Over-
allotment Option”). The new H Shares with a nominal value of
RMBO0.20 each were offered and issued to Hong Kong public
investors and international professional and institutional investors
at a price of HK$2.35 per share pursuant to the Global Offering.
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Share Capital (Continued)

After deducting the net proceeds of approximately
RMB15,548,000 from the sale of 6,661,935 Sale H Shares,
which should be remitted to the NSSF as described above,
and the relevant expenses of approximately RMB119,423,000
for the Global Offering, the net proceeds raised by the Company
from the Global Offering amounted to approximately
RMB1,697,812,000. As a result of the Global Offering, the
issued capital of the Company increased by RMB145,270,000
and the capital reserve of the Company increased by
RMB1,552,542,000.

The following table sets out the shareholding structure of the
Company immediately following the Global Offering (including
the full exercise of the Over-allotment Option) and as at 31
December 2004:

R (&)
HBRAXFtELEHEZRLESREES 2
FPEFEMKRGE,661,935BFBEECEEYD
AR¥15,548,000c R BETHXHARE
119,423,0007T1% * AR A EREEE & F
A ANR#1,697,812,0007T ° AN )X 2 Bk 2
E% ARRIZEBITRAEZEMARKE
145,270,0007C * EARTEIE ML AR
1,552,542,0007T °

TRAJNZ2HEE (LBBITEBRLR
B ER_ZTNEF+_A=T—HZHRKRE
&

Percentage of
the Company’s
issued share

capital
Class of shares Number of shares 1HE HTRA
B 10 58 Bl BRHEE el
Domestic Shares W& R 1,473,768,065 66.78%
H Shares HR% 733,013,435 33.22%
Total FUES 2,206,781,500 100.00%
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Placing of New H Shares

On 24 February 2005, the Company entered into the Share
Placing Agreement with Morgan Stanley, pursuant to which,
Morgan Stanley, being the sole placing agent, agreed to place
an aggregate of 146,602,687 new H Shares (the “Placing
Shares”) to investors at HK$2.82 per H Share (the “Placing”).
The Placing Shares represented approximately 20% and
6.64% respectively of the H Shares in issue and the share
capital of the Company prior to the Placing and approximately
16.67% and 6.23% respectively of the H Shares in issue and
the share capital of the Company as enlarged by the issue of
the Placing Shares. The Placing was completed on 4 March
2005. The net proceeds raised from the Placing amounted to
approximately HK$405,100,000, after deducting the
commission and related expenses of the Placing.

Set out below is a breakdown of holding in the share capital of
the Company immediately before and after the completion of
the Placing:

Immediately before the
completion of the Placing
ST E 5T AT

Number of

Percentage of
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T 2 BAS R & 2 51146,602,687 % FTHAL T 1%
BE o MERMERNAREEAMEBITHR R
BEEBITIRAZ L5 54 520%%6.64% * B
MERMDERARLCEAE ZE FEITHR
REBITRAZLEHD AL E16.67% K
6.23% - NAMEER T RAF = ANAR
K- BERESESENRIERMAE REHAR
S 1% 2 FRH) BB % 405,100,000 °
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Immediately after the
completion of the Placing
FEBRETHE

Number of Percentage of

Name of shareholders shares held shareholding shares held shareholding
REREH Fr¥s R0 8 B BRES  FEROEE 5 B tE I
Holders of Domestic Shares

NERFFE A

Shanghai Fosun High Technology 577,367,700 26.16% 577,367,700 24.53%

(Group) Company Limited (“Fosun
High Technology”)

FREESHE(EE) ARAA
(MEE2S R
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Placing of New H Shares (Continued)

Name of shareholders

BRERERE

EEHHRK &)

Immediately before the

completion of the Placing
REmE T RA

Number of
shares held

RO 8AE

Percentage of
shareholding

IRt

Immediately after the

completion of the Placing

EERETKEK

Number of
shares held

RO 8R

Percentage of
shareholding

R A

Shanghai Fosun High New
Technology Development
Company Limited (“Fosun
High New Technology”)

FREESFRMERBRAR
(B2l

Shanghai Fosun Pharmaceutical
Development Company Limited
(“Fosun Pharmaceutical”)

LBEEBEEXRRARAA

Shanghai Fosun Information
Development Company
Limited (“Fosun Information”)

LEBEEEREXRERARAT
(ME2#ERD

Shanghai Guangxin Technology
(“Shanghai Guangxin”)

LEEEREERBRAT]
(TE&EEED

SHANGHAI FORTE LAND CO., LTD.

Development Company Limited

B (RE) ROERAE

318,292,450

267,217,615

207,260,200

88,825,800

14.42%

12.11%

9.39%

4.02%

318,292,450

267,217,615

207,260,200

88,825,800

13.53%

11.36%

8.81%

3.77%



Placing of New H Shares (Continued)

Name of shareholders

BEREH

Immediately before the
completion of the Placing
S IEBE T AT
Number of Percentage of
shares held shareholding

iR BAE R L 4
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Immediately after the
completion of the Placing
RERETHE
Number of Percentage of
shares held shareholding

FrisROEAE IR L 4

Dahua (Group) Company
Limited (“Dahua”)

RE(EB)ERAF
(TRED)

Dazhong Transportation
(Group) Company Limited

ARERB(EE) BN ERRA

Holders of H Shares
HEE B A

Total

=

7,402,150 0.34%

7,402,150 0.34%

733,013,435 33.22%

7,402,150 0.31%

7,402,150 0.31%

879,616,122 37.38%

2,206,781,500 100.00%

2,353,384,187 100.00%

ANNUAL REPORT 2004 —ZZMFEFR



70 Report of the Directors

ESa®RE

Substantial Shareholders’ and Other
Persons’ Interests in Shares and
Underlying Shares

As at 31 December 2004, so far as the Directors are aware,
the following persons (who are not Directors) have interests
or short positions in the shares and underlying shares of the
Company which would fall to be disclosed to the Company
under provisions of Divisions 2 and 3 of Part XV of the
Securities and Futures Ordinance (the “SFO”), or who are,
directly or indirectly, interested in 10% or more of the nominal
value of any class of share capital carrying voting rights in all
circumstances at general meetings of any of other members

of the Group:

FERREEMATRERG REBERS
s

NR-_EBEENME+_A=+—H BE=og
B RBEESFRPEKRIEXVESE K=
DENIEXARAARFEEBR T EZRK

ROGERRRES) RAR B 2 RAHAARA
ARBEERBIAR  BEHIFAEFELR
A10% 2 RARIA LERKERKE ZBRRK
ELERAENEANRE Z#E ¢

Percentage in

the relevant Percentage

class of in total

Name of substantial Number of share capital share capital

shareholders Class of shares shares held {GZERIRA 1k 48 B% <

BRREE % 13 38 5Bl vk ¢=| =R vids WEGE

Shanghai Guangxin Domestic Shares 1,140,671,315 (L) 77.40% 51.69%
EEEE &R (Note 1)
(MF&E)

Fosun High Technology Domestic Shares 1,051,845,515 (L) 71.37% 47.66%
EESRH NE I (Note 2)
(MF&E2)

Fosun High New Technology Domestic Shares 318,292,450 (L) 21.60% 14.42%

18 E =y A=Yl
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Substantial Shareholders’ and Other
Persons’ Interests in Shares and
Underlying Shares (Continued)
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FEREREMATHRRGRIEERSG
k36

Percentage in

the relevant Percentage
class of in total
Name of substantial Number of share capital share capital
shareholders Class of shares shares held {HZEBI R R R
RRE®B % 17 38 B 4= WEML WEML
Shanghai Fosun Pharmaceutical Domestic Shares 267,217,615 (L) 18.13% 12.11%
(Group) Company Limited NE R (Note 3)
(“Fosun Pharmaceutical Group”) (Fff7E3)
(previously known as
Shanghai Fosun Industrial
Co., Ltd. (“Fosun industrial”))
FBEERE(KRE) RHARAF]
(MERBEKHEH])
(A LBEEEXERY
BERAGB(MEEER]D)
Fosun Information Domestic Shares 207,260,200 (L) 14.06% 9.39%
BEES NE K
Fosun Pharmaceutical Domestic Shares 267,217,615 (L) 18.13% 12.11%
(P4 ¥ W& IR
J.P. Morgan Chase & Co. H Shares 92,830,000 (L) 12.66% (L) 4.21%
H A% 72,830,000 (P) 9.94% (P) 3.30%
T. Rowe Price International H Shares 58,938,000(L) 8.04% 2.67%
H %
The Capital Group Companies, Inc.  H Shares 51,622,000 (L) 7.04% 2.34%
H g
TIAA-CREF Investment H Shares 38,084,000 (L) 5.20% 1.73%
Management, LLC H %
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Substantial Shareholders’ and Other
Persons’ Interests in Shares and
Underlying Shares (Continued)

Notes:

1. Of these 1,140,671,315 shares, 88,825,800 shares are directly
held by Shanghai Guangxin, the remaining 1,051,845,515 shares
are deemed corporate interests indirectly held through Fosun
High Technology, Fosun Information and Fosun Pharmaceutical.

2. Ofthese 1,051,845,515 shares, 577,367,700 shares are directly
held by Fosun High Technology and the remaining 474,477,815
shares are deemed corporate interests held indirectly through
Fosun Information and Fosun Pharmaceutical.

3.  Allof these 267,217,615 shares are deemed corporate interests
indirectly held by Fosun Pharmaceutical Group through Fosun
Pharmaceutical.

4.  The letter “L” denotes a long position. The letter “P” denotes
interest in a lending pool.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Articles
of Association or the laws of the PRC which would oblige the
Company to offer new shares on a pro rata basis to existing
shareholders.

Purchase, Redemption or Sale of Listed
Securities of the Company

Neither the Company, nor any of its subsidiaries and its jointly
controlled entity purchased, redeemed or sold any of the

Company’s listed securities during the year.

Reserves

Details of movements in the reserves of the Company and the
Group during the year are set out in the statements of changes
in equity on page 94 of the financial statements.
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Distributable Reserves
As at 31 December 2004, the Company’s reserves available
for distribution, calculated in accordance with relevant rules
and regulations and the Company’s Articles of Association,
amounted to RMB1,757,889,000.

In accordance with the Articles of Association of the Company,
the Company is required to distribute dividends based on the
lower of the Company’s profit determined under PRC GAAP
and International Financial Reporting Standards (“IFRS”).

The Company’s distributable reserves as at 31 December 2004
were determined under IFRS, which were lower than that
determined under PRC GAAP. It was because in the Company’s
financial statements prepared in accordance with IFRS,
interests in subsidiaries were accounted for by the cost method.
As a result, as at 31 December 2004, undeclared profits of
subsidiaries were not reflected in the Company’s financial
statements prepared under IFRS. According to the Company’s
financial statements prepared in accordance with IFRS, the
retained earnings were RMB205,345,000 as at 31 December
2004.

Charitable Contributions
During the year, the Group made charitable contributions
totalling RMB65,000.

Major Customers and Suppliers

The five largest customers and construction contractors
contributed less than 30% of the total operating revenue and
construction costs, respectively, of the Group during the year.
Accordingly, a corresponding analysis of major customers and
suppliers is not presented.
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Directors
The directors of the Company during the year were:

Executive directors:
Mr. Guo Guangchang
Mr. Fan Wei

Mr. Ding Guoqi

Non-executive director:
Mr. Feng Xiekun

Independent non-executive directors:

Mr. Charles Nicholas Brooke (Note)

Mr. Chen Yingjie

Mr. Zhang Hongming

Ms. Wang Meijuan (appointed on 28 September 2004)

Note:Mr. Brooke was initially appointed as an independent non-
executive director of the Company on 10 February 2003, and
subsequently resigned on 16 May 2003. He was reappointed as
an independent non-executive director of the Company on 8
January 2004.

In accordance with article 95 of the Articles of Association,
directors are appointed for a period of three years.

Directors’, Supervisors’ and Senior
Management’s Biographies

Biographical details of the directors and supervisors of the
Company and senior management of the Group as at 31
December 2004 are set out under the section entitled “Profile
of Directors, Supervisors and Senior Management” in the

annual report.
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Directors’ Service Contracts
Each of the directors of the Company has entered into a service
contract with the Company with effect from the date of

appointment of the respective director, for a term of three years.

Mr. Guo Guangchang, Mr. Fan Wei, Mr. Ding Guoqi, Mr. Feng
Xiekun, Mr. Chen Yingjie and Mr. Zhang Hongming were
appointed on 22 September 2001 and their term of appointment
expired on 21 September 2004. Each of them is subject to re-
appointment by the shareholders of the Company at the
forthcoming annual general meeting.

None of the directors has entered into any service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.

Directors’ Interests in Contracts

No director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group to
which the Company, its holding company, or any of its

subsidiaries or fellow subsidiaries was a party during the year.

Directors’ Rights to Acquire Shares

At no time during the year was the Company, its holding
company, or any of its subsidiaries or fellow subsidiaries a
party to any arrangement to enable the directors or their
respective spouse or minor children of the Company to acquire
benefits by means of the acquisition of shares in the Company

or any other body corporate.
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Directors’ Interests in a Competing
Business

During the year, except for Mr. Guo Guangchang’s and Mr.
Fan Wei’s indirect interests in Shanghai Xingye Investment
Development Co., Ltd. (“Shanghai Xingye”) through Fosun High
Technology, which has been fully disclosed in the section
entitled “Competition with the Fosun Group and Existing
Shareholders” in the Business Section of the Prospectus, none
of the Directors had any interest in a business which competes
or may compete with the businesses of the Group.

Directors’ and Supervisors’ Interests and
Short Positions in Shares, Underlying
Shares and Debentures

As at 31 December 2004, the beneficial interests and short
positions of the directors and supervisors of the Company in
any shares, underlying shares and debentures of the Company
and any of its associated corporations (within the meaning of
Part XV of the SFO) which is required to be (i) notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO; or (ii) entered into the register
required to be kept by the Company under Section 352 of Part
XV of the SFO; or (iii) notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers, were as follows:

(2) Long positions in the shares, underlying shares and
debentures of the Company:
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Short Positions in Shares, Underlying RERES (@
Shares and Debentures (Continued)
(b) Long positions in the shares, underlying shares and (b)

debentures of the Company’s associated corporations
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(within the meaning of Part XV of the SFO): ZRA
Approximate
Number of percentage of
shares shares in issue
directly and of the associated
Name indirectly held corporation
Name of of associated Nature of BEEREE LA B E A
director corporation interest BEN BETRAN
ExEW HBEAER Rz ER R&GEE A9 L 51
Guo Guangchang Shanghai Fosun Corporate N/A 20%
e 4= Honggiao Property N NiE R
Development Co., Ltd.
FEEETBEMmE
FEBRADF
Guo Guangchang Shanghai Fujin Corporate N/A 10%
I ES Property Development NG NEA
Co., Ltd.
FBEREME
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Guo Guangchang Shanghai Guangxin Individual N/A 58%
BES FEEE fEA TiE A
Fan Wei Shanghai Guangxin Individual N/A 10%
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Connected Transactions
During the Year, the Group had conducted the following

connected transactions, certain details of which are disclosed

in compliance with the requirements of Chapter 14A of the

Rules Governing the Listing of Securities on the Stock

Exchange (the “Listing Rules”).

Connected transactions during the Year

(A)

(B)

Sale and Purchase Agreement

On 10 March 2004, the Company and Fosun Industrial
entered into a sale and purchase agreement, pursuant to
which Fosun Industrial agreed to sell the office premises,
which is the current legal address of the Company in
Shanghai, to the Company for a consideration of
RMB2,550,000. The consideration was paid in cash and
was funded by the Company’s internal resources. The
office premises is currently used by a subsidiary of the
Company as an office after the acquisition.

Joint Venture Agreements

On 8 June 2004, the Company, Nanjing Agriculture (Group)
Co., Ltd. (“Nanjing Agriculture”) and Dahua entered into a
cooperative agreement and an establishment agreement
(collectively referred to as the“Joint Venture Agreements”)
in respect of the establishment of a joint venture company
in Nanjing, namely Nanjing Dahua Forest Residential
Construction Development Co., Ltd. (the “Joint Venture
Company”), to undertake the property development project
in Qinglongshan, Nanjing. The registered capital of the Joint
Venture Company is RMB100,000,000 which is contributed
in cash by Dahua, the Company and Nanjing Agriculture
in proportion to their respective equity interests in the Joint
Venture Company, in the amount of RMB51,000,000,
RMB34,000,000 and RMB15,000,000, respectively,
representing 51%, 34%, and 15%, respectively of the
registered capital of the Joint Venture Company. As at 31
December 2004, the total land cost incurred by the Joint
Venture Company was approximately RMB75,000,000.
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Connected Transactions (Continued)

Connected transactions during the Year

(Continued)

(B) Joint Venture Agreements (Continued)
Dahua is a long term strategic partner of the Company
whose principal business is property development in the
PRC. Dahua is a promoter and shareholder of the
Company with a 0.34% and 0.31 % direct equity interest
in the registered capital of the Company as at 31
December 2004 and after the completion of the Placing,
respectively. Accordingly, Dahua is regarded as a
connected person of the Company under the Listing
Rules.

The connected transactions described in paragraphs (A) and
(B) are exempt from the independent shareholders’ approval
requirements under Rule 14A.32 of the Listing Rules but
subject to disclosure in the Company’s annual report.

Continuing connected transactions

As disclosed in the Prospectus, set out below is a summary of
the ongoing connected transactions of the Group for which
either the Stock Exchange has granted a waiver or are
exempted from the independent shareholders approval
requirements but subject to disclosure requirements under the
Listing Rules:

(C) Property Sales Underwriting Agreement

In August 2002, Shanghai Resource Property
Consultancy Co., Ltd. (“Resource Consultancy”), a
subsidiary of the Company, entered into a property sales
underwriting agreement (“Property Sales Underwriting
Agreement’) with Shanghai Fuxin Property Development
Co., Ltd. (“Shanghai Fuxin Property”), pursuant to which
Resource Consultancy agreed to underwrite the sales of
all residential units of Gubei New City (East Wing) at the
agreed underwriting prices as set out in the agreement.
Details of Gubei New City (East Wing) and the terms of
the Property Sales Underwriting Agreement are disclosed
in the Prospectus.
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Connected Transactions (Continued)
Continuing connected transactions (Continued)

(©)

(D)

Property Sales Underwriting Agreement (Continued)
According to the Property Sales Underwriting Agreement,
the underwriting period for Phase 1 of Gubei New City
(East Wing) started from October 2002 and ended in
January 2004. Approximately 99% of the residential units
of Phase 1 were sold at the end of 2003, with only five
units with a total gross floor area (“GFA”) of 538.5 sg.m.
remained unsold at the end of the underwriting period.
There was no transaction between Resource Consultancy
and Shanghai Fuxin Property under the Property Sales
Underwriting Agreement during the year.

Shanghai Fuxin Property is equally owned by the
Company and Shanghai Xinchangning, a promoter of the
Company. Accordingly, Shanghai Fuxin Property is
regarded as a connected person of the Company under
the Listing Rules.

Old Office Tenancy Agreement and New Office
Tenancy Agreement

In September 2002, the Company and Fosun Industrial
entered into an office tenancy agreement, pursuant to
which Fosun Industrial agreed to let the office premises
located at Levels 6-7, Fuxing Business Building, 2 Fuxing
Road East, Shanghai to the Company, which is the
principal place of business of the Company, for a term of
three years commencing on 1 July 2002 (the “Old Office
Tenancy Agreement”). The rent payable by the Company
under the office tenancy agreement is RMB2.0 per sq.m.
per day plus an additional RMB1.90 per sq.m. per day as
management fees and other utility expenses. Further
details of the terms of the office tenancy agreement are
set out in the Prospectus.
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Connected Transactions (Continued) BERS (@)
Continuing connected transactions (Continued) BHERERS (B

(D) Old Office Tenancy Agreement and New Office (D) B AZEHEGRRFIBAZHENR=

Tenancy Agreement (Continued)

On 18 November 2004, the Company and Fosun
Industrial terminated the Old Office Tenancy Agreements
and entered into a new office tenancy agreements (the
“New Office Tenancy Agreement”). Under the New Office
Tenancy Agreement, Fosun Industrial agreed to let office
premises located at Levels 5-7 of Fuxing Business
Building with total floor area of 5,125.05 sq.m. (the “New
Office Premises”) to the Company for a term of three years
commencing from 1 November 2004. The New Office
Premises include the additional floor below the original
office premises. The rent payable by the Company under
the New Office Tenancy Agreement is the same as the
Old Office Tenancy Agreement.

The total amount paid by the Company to Fosun Industrial
under the Old Office Tenancy Agreement and the New
Office Tenancy Agreement during the year amounted to
approximately RMB3,565,000 and RMB1,216,000,
respectively.

Fosun Industrial is a subsidiary of Fosun High Technology,
and Fosun High Technology is a substantial shareholder
of the Company with 26.16% shareholding as at 31
December 2004. Accordingly, Fosun Industrial is regarded
as a connected person of the Company under the Listing
Rules.
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Connected Transactions (Continued)
Continuing connected transactions (Continued)
(E) Shareholder’s loan to Nanjing Dahua Investment

(F)

Development Co., Ltd. (“Nanjing Dahua”)

During the Year, the Company provided financial
assistance to Nanjing Dahua by way of shareholder’s loan
which is interest-free and payable on demand (the
“Shareholder’s Loan”). The Shareholder’'s Loan was
provided in proportion to the ratio of equity interest held
by the Company in Nanjing Dahua. The purpose of the
Shareholder’s Loan was for the funding of property
development undertaken by Nanjing Dahua. As at 31
December 2004, the Shareholder’s Loan made by the
Company to Nanjing Dahua amounted to
RMB68,413,039.

Nanjing Dahua is a subsidiary of Dahua, a promoter and
a shareholder of the Company. Accordingly, Nanjing
Dahua is regarded as a connected person of the Company
under the Listing Rules.

Sales Agency Agreement

On 14 June 2004, the Company and Shanghai Xingye
entered into a sales agency agreement, pursuant to which
Shanghai Xingye has appointed the Company as its
exclusive sales agent for the sale of the commercial units
in Xingye Jiayuan, a residential development developed
by Shanghai Xingye in Pudong New District, Shanghai
(the “Sales Agency Agreement”). The term of the Sales
Agency Agreement is six months.

According to the Sale Agency Agreement, the Company
is entitled to receive any surplus sales proceeds above
the agreed minimum price per sq.m. as its commission.
As at 31 December 2004, the Company had sold
approximately a total GFA of 2,796.19 sg.m. of the
commercial units of Xingye Jiayuan and the Company
was entitled to receive a commission of approximately
RMB21,446,000. A total GFA of 2,734.66 sg.m. remained
unsold and the Company and Shanghai Xingye plan to
enter into another new sales agency agreement in future.
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Connected Transactions (Continued)

Continuing connected transactions (Continued)

(F) Sales Agency Agreement (Continued)
Shanghai Xingye is owned as to 90% by Fosun High
Technology and 10% by Shanghai Guangxin. Both Fosun
High Technology and Shanghai Guangxin are promoters
and shareholders of the Company. Accordingly, Shanghai
Xingye, by virtue of being a subsidiary of Fosun High
Technology, is regarded as a connected person of the
Company under the Listing Rules.

In respect of the connected transactions as described in
paragraph (C) and the transactions contemplated under the
Old Office Tenancy Agreement as described in paragraph (D)
above, the Stock Exchange has granted a waiver to the
Company from compliance with the requirements of
independent shareholders’ approval under the Listing Rules
but subject to disclosure in the Company’s annual report.

The continuing connected transactions described in
paragraphs (E) and (F) and the transactions contemplated
under the New Office Tenancy Agreement as described in
paragraph (D) above are exempt from independent
shareholders’ approval under Rule 14A.34 of the Listing Rules

but subject to disclosure in the Company’s annual report.

The independent non-executive directors have reviewed the
continuing connected transactions as described in paragraphs
(C), (D), (E) and (F) above and confirmed that such connected
transactions have been conducted:

(i) inthe ordinary and usual course of business of the Group;

(i) on normal commercial terms (to the extent that there are
comparable transactions) or, if there are not sufficient
comparable transactions to judge whether they are on
normal commercial terms, on terms not less favourable
to the Group that terms available to or from (as

appropriate) independent third parties;
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Connected Transactions (Continued)

Continuing connected transactions (Continued)

(F) Sales Agency Agreement (Continued)

(i) in accordance with the relevant agreement governing them
on terms that are fair and reasonable and in the interests
of the shareholders of the Company as a whole; and

(iv) the annual aggregate amount of each of the continuing
connected transactions as described in paragraph (C)
and the transactions contemplated under the Old Office
Tenancy Agreement as described in paragraph (D) above
has not exceeded its proposed annual limits as set out in
the waiver granted by the Stock Exchange.

Ernst & Young, the auditors of the Company, have also reviewed
the continuing connected transactions described in paragraph
(C) and the transactions contemplated under the Old Office
Tenancy Agreement as described in paragraph (D), and
confirmed in a letter to the Directors (a copy of which has been
provided to the Listing Division of the Stock Exchange) stating

that such continuing connected transactions:
(i) have received the approval of the Board;

(i) were entered into in accordance with the terms of the
respective agreements governing those transactions, or
if there are no such agreements, on terms no less
favourable than those available to or from (as appropriate)

independent third parties; and

(iiiy the annual aggregate amount of each of the continuing
connected transactions as described in paragraph (C)
and the transactions contemplated under the Old Office
Tenancy Agreement as described in paragraph (D) above
has not exceeded the respective proposed annual limits
as set out in the waiver granted by the Stock Exchange.
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Post Balance Sheet Events
Details of the significant post balance sheet events of the Group
are set out in note 33 to the financial statements.

Code of Best Practice
In the opinion of the Directors, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of the
Listing Rules which remained effective as at 31 December
2004 since the listing of the Company’s H Shares on the Stock
Exchange on 6 February 2004.

Model Code for Securities Transactions
The Company had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers of the Listing Rules
(the “Model Code”) as the Company’s code of conduct for
dealings in securities of the Company by the directors. Based
on the specific enquiry made by the Company on its directors,
the directors have complied with the required standard set out
in the Model Code, throughout the accounting period covered
by the annual report.

Audit Committee

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

The Company’s financial statements have been audited by
Ernst & Young, who retire and a resolution for their
reappointment as auditors of the Company will be proposed
at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD
Guo Guangchang
Chairman

Shanghai, the PRC
29 March 2005
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