DIRECTORS’ REPORT

The Directors present their report and the audited financial
statements of the Group for the year ended 31st December, 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities and other particulars of its principal
subsidiaries and associates as at 31st December, 2003 are set out

in note 39 and 40 to the financial statements.

During the year, the Group acquired certain subsidiaries from
Chinese Estates Holdings Limited and its subsidiaries (‘‘Chinese
Estates Group’’) under the Asset Transaction, details are set out
in the section headed ‘‘Connected Transactions’’ below.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2003
are set out in the Consolidated Income Statement on page 42.

No interim dividend was declared for the year (2002: Nil). The
Board did not recommend the payment of any final dividend for
the year ended 31st December, 2003 (2002: Nil).

SEGMENTAL INFORMATION

An analysis of the Group’s turnover and contribution to loss from
operations by principal activities is set out in note 5 to the
financial statements.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the last five financial years is set out on page 90.

INVESTMENT PROPERTIES

During the year, the Group acquired certain investment
properties in Hong Kong of HKS$62,150,000 from Chinese
Estates Group under the Asset Transaction. Details are set out in
headed
Investment properties with a carrying value of approximately
HK$950,000 were disposed of during the year.

the section ‘““Connected Transactions’> below.

Details of these and other movements in investment properties
during the year are set out in note 15 to the financial statements.
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DIRECTORS’ REPORT

PROPERTIES UNDER DEVELOPMENT FOR SALE

During the year, the Group disposed of its properties under
development for sale to Chinese Estates Group under the Asset
Transaction, with net book
HKS$146,672,000. Details are set out in the section headed
‘“Connected Transactions’’ below.

value of approximately

Details of these and other movements in property under
development for sale during the year are set out in note 21 to the
financial statements.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group at 31st
December, 2003 are set out on pages 91 and 96.

SHARE CAPITAL AND WARRANTS

Details of movements in share capital and warrants of the
Company during the year are set out in notes 28 and 30 to the
financial statements respectively.

RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in note 29 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed
securities.

MAJOR SUPPLIERS AND CUSTOMERS

For the year ended 31st December, 2003, the aggregate
purchases attributable to the Group’s largest supplier and top five
largest suppliers contributed approximately 60% and 95% of the
total purchases of the Group.

For the year ended 31st December, 2003, the aggregate turnover
attributable to the Group’s largest customer and five largest
customers accounted for 45% and 65% respectively of the
Group’s total turnover.
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DIRECTORS’ REPORT

DIRECTORS

The Directors of the Company during the year and up to the date

of this report were:

Executive Directors:
Mr. Thomas Lau, Luen-hung (Chairman)
Mr. Joseph Lau, Luen-hung

Independent Non-executive Directors:
Mr. Eddie Chan, Kwok-wai
Mr. Shum, Man-wai

In accordance with Article 101 of the Company’s Articles of
Association, Mr. Thomas Lau, Luen-hung will retire and, being
eligible, offer himself for re-election at the forthcoming Annual

General Meeting.

No Director being proposed for re-election at the forthcoming
Annual General Meeting has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31st December, 2003, the interests and short positions of
the Directors and Chief Executives of the Company in the
shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the ‘°‘SFO’’) as recorded in the
register kept by the Company pursuant to section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
of Hong Kong Limited (the ‘‘Stock Exchange’’) pursuant to the
Model Code for Securities Transactions by the Directors of

Listed Companies were as follows: —
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DIRECTORS’ REPORT

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont’d)

I. The Company AR F

Number of

Shares

(ordinary share)

Name of Director BMmEE
EEHA (EEAg)
Joseph Lau, Luen-hung 207,761,186

ki3

Note
Frt 2E

II.  Associated Corporation of the Company &/ 5] Z 485 %E

Chinese Estates EAB ¥

Number of

Shares

(ordinary share)

Name of Director e

EEHR (EEAg)

Joseph Lau, Luen-hung 100,000,000
b

1,000,000,000

286,363,456

1,386,363,456

Thomas Lau, Luen-hung 11,508,000
gl

206,379,187

217,887,187

Note
ft 3£
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Capacity EBITIRA
S5 Bstt

Interest in 73.59%
Controlled
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A S22
INEZ RS

Percentage of Issued
Share Capital

Capacity EBITIRA
513 BaLt

Beneficial Owner

HuHEEA
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HAbRE RS

Other Interests
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS EERHESTHABRARDG KRB E
IN THE SECURITIES OF THE COMPANY AND E2EBEERS (&)
ASSOCIATED CORPORATIONS (cont’d)

II.  Associated Corporation of the Company (cont’d) A2 5 Z#EHEE ( & )

G-Prop £E
Number of Number of
Shares Underlying Shares Percentage of Issued
(ordinary share) (ordinary shares) Share Capital
Name of Director e E 1ERARR P 8 B Note Capacity EBITIRA
EEME (E&h%) (E&m) Fit 3 g0 B
Joseph Lau, 170,220,940 227,923,997 6 Interest in 217.99%
Luen-hung Controlled
Bl i Corporation
iSS el
NI 5

Notes: Fif3£:

1 Mr. Joseph Lau, Luen-hung, by virtue of his 64.59% interest in the 1. i EXF N EAKE > B R AL HA ¥
issued share capital of Chinese Estates as disclosed in paragraph II AB X CHATRAT X 64.59% H# 5 &R
above, was deemed to be interested in these shares of the Company FHEH B RHOIZAE  RRARE ZE
under the provisions of the SFO. AN E) B AT o

2. ZER B AU RELEARMIEAA
2B eHAs c ZERL b —ARE
B A BRI ARBI R R A 25T Rk
REBBEBEHRZAANZSHERMEREA

2. These shares were held by a unit trust of which Mr. Joseph Lau,
Luen-hung was a unit holder. These shares were indirectly owned by
a discretionary trust of which Mr. Joseph Lau, Luen-hung was the
founder and certain family members of Mr. Joseph Lau, Luen-hung
are eligible beneficiaries.

3. MEROE S ERESBALZETRE

3. These shares were held by another discretionary trust of which
B AAOLTRS R i (= 2 0
certain family members of Mr. Joseph Lau, Luen-hung are eligible RAHSRIEXBAZSMEREA
beneficiaries.
4. These shares were beneficially owned by Cosco Limited which is 4. FE Ay B R AR A 2T HA X Cosco

wholly owned by Mr. Thomas Lau, Luen-hung. Limited ¥ &#2% -

5. ZER RS AR R AT Rk
REBBELBEHRTEAZSMEEHERS -

5. These shares were indirectly owned by another discretionary trust of
which certain family members of Mr. Thomas Lau, Luen-hung are
eligible beneficiaries.

6. Mr. Joseph Lau, Luen-hung, by virtue of his 64.59% interest in the 6. Edo B ISR BIRERAETA #
ABEECBEITRAT X 64.59% H# 5 > AR

BEAREIGHZRE  HRARA EE
Z J Ay B AB B By -

issued share capital of Chinese Estates as disclosed in paragraph I1
above, was deemed to be interested in the shares and the underlying
shares of G-Prop under the provisions of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont’d)

Chinese Estates was interested in 170,220,940 shares of G-Prop of
which 170,000,000 shares and 220,940 shares were issued shares
respectively held by Million Point Limited (‘‘Million Point’’) and
Great Empire International Ltd. (‘‘Great Empire’’). Chinese Estates
was deemed to be interested in the 170,000,000 shares by virtue of
the SFO as Chinese Estates owned the entire issued share capital of
Chinese Estates, Limited, which owned the entire issued share
capital of Cosmos Success Limited which in turn owned the entire
issued share capital of Million Point. Chinese Estates was also
deemed to be interested in the 220,940 shares by virtue of the SFO as
Chinese Estates owned the entire issued share capital of Paul Y.
Holdings Company Limited (‘‘Paul Y.”’), which owned the entire
issued share capital of Goldstance Group Limited, (‘‘Goldstance’’)
which in turn owned the entire issued share capital of Great Empire.

The 227,923,997 wunderlying shares of which 113,961,999,
36,987,666 and 76,974,332 would be issued to Paul Y., Great Empire
and Luckpoint Investment Limited (“‘Luckpoint’’) respectively in the
capacity of scheme creditor upon completion of Schemes (as defined
in the Joint Announcement made by Chinese Estates and G-Prop
dated 21st November 2003).

Chinese Estates was also deemed to be interested in the 113,961,999
underlying shares by virtue of the SFO as Chinese Estates owned the
entire issued share capital of Paul Y.

Chinese Estates was also deemed to be interested in the 36,987,666
underlying shares by virtue of the SFO as Chinese Estates owned the
entire issued share capital of Paul Y., which owned the entire issued
share capital of Goldstance, which in turn owned the entire issued
share capital of Great Empire.

Chinese Estates was also deemed to be interested in the 76,974,332
underlying shares by virtue of the SFO as Chinese Estates owned the
entire issued share capital of China Entertainment and Land
Investment Company, Limited, which owned the entire issued share
capital of Superford Financial Holdings Limited, which owned the
entire issued share capital of China Entertainment Strategic
Investments Limited, which in turn owned the entire issued share
capital of Luckpoint.

All the interests stated above represent long positions. The
percentage shown was the number of shares and underlying
shares the relevant director was interested expressed as a
percentage of the number of issued shares as at 31st December,
2003.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont’d)

Save as disclosed above, none of the other Directors and Chief
Executives of the Company had or were deemed under the SFO
to have any interest or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within Part XV of the SFO) as at 31st December,
2003, and none of the Directors or Chief Executives of the
Company nor their spouses or children under 18 years of age
were granted or had exercised any right to subscribe for any
securities of the Company or any of its associated corporations
during the year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31st December, 2003, so far as are known to the Directors,
the following parties (other than a director or chief executive of
the Company) were recorded in the register kept by the Company
under section 336 of the SFO as being directly or indirectly
interested or deemed to be interested in 5% or more of the issued
share capital of the Company:

Number of Shares
(ordinary share)
BRMEE ( @k )

Name of Shareholder
R EFE
Billion Up Limited 207,761,186
(notes 1 & 2)
(M1 &2)
207,761,186
(notes 1& 2)
(M1 &2)
207,761,186

Lucky Years Ltd.

Chinese Estates

E NS (notes 1 & 2)
(31 &2)
Global King Ltd. 207,761,186

(notes 1 & 3)
(M3x1&3)
207,761,186
(notes 1 & 3)
(M3x1&3)

Credit Suisse Trust Limited

Li Ka-shing 21,833,142
2T (notes 4 & 5)
(H3x4 &5)
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Percentage

of issued

share capital

Capacity E&TIEA

g5 Bkt

Beneficial Owner 73.59%
BEBEA A

Interested in Controlled 73.59%
Corporation
YA T MRS

Interested in Controlled 73.59%
Corporation
A N T2 R

Trustee 73.59%
(EEPN

Trustee and Beneficiary 73.59%
of a Trust
BREAR—HETLZ A

Founder of Discretionary 7.73%

Trusts and Interest of
Controlled Corporations
EHEEFEZABINLA

B SR A F] MERS
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (cont’d) FTEREES(E)

units in a unit trust of which Global King Ltd. is the trustee. Global
King Ltd. is entitled to exercise more than one-third of the voting
power at the general meetings of Chinese Estates. Accordingly,
Global King Ltd. and Credit Suisse Trust Limited were deemed to be
interested in the same interests stated against Chinese Estates.

Percentage
of issued
Number of Shares share capital
Name of Shareholder (ordinary share) Capacity EBITRA
Iz E BRAEE ( E&E ) S Aatt
Li Ka-Shing Unity 21,833,142 Trustee and Beneficiary 7.73%
Trustcorp Limited (notes 4 & 5) of a Trust
(M3E4K5) EREAR—IE(ER
A IN
Li Ka-Shing Unity 21,833,142 Trustee and Beneficiary 7.73%
Trustee Corporation Limited (notes 4 & 5) of a Trust
(M3E4R5) EREAR—IE(ER
PSS IN
Li Ka-Shing Unity 21,833,142 Trustee 7.73%
Trustee Company Limited (notes 4 & 5) (EEPN
(M3E4AS5)
Cheung Kong (Holdings) Limited 21,833,142 Interest of Controlled 7.73%
RILEZE (56 ) GRAH (notes 4 & 5) Corporations
(M4 R5) AN B RS
Hutchison Whampoa Limited 21,833,142 Interest of a Controlled 7.73%
A RA R (note 4) Corporation
(m3x4) — 2PN B AR
Hutchison International Limited 21,833,142 Interest of a Controlled 7.73%
FIRCSEARAH (note 4) Corporation
(m3x4) — S PRI A R MR
Primetek Holdings Limited 21,833,142 Beneficial Owner 7.73%
(note 4) BRHEA
(M3x4)
Notes: frt=£:
These shares were the same parcel of shares referred to in “‘Interest 1. REBRMALXFIBRAEE "EFRKS
in Controlled Corporation’’ of Mr. Joseph Lau, Luen-hung under the ATERABR AN RAGHEB 2 EA# S
heading ‘‘Directors’ and Chief Executives’ Interests in the Securities PR R A TR R A G 2 M S
of the Company and Associated Corporation’’ as disclosed in ¥ A 6 2 B —HL R A o
paragraph I above.
Billion Up Limited is a wholly-owned subsidiary of Lucky Years 2. Billion Up Limited # Lucky Years Ltd. % 2
Ltd., which in turn is a wholly-owned subsidiary of Chinese Estates, % [ /8 2 3 ° Lucky Years Ltd. % % AE ¥
and its interests in the shares of the Company were duplicated and EFRB NG ENANIREZ BT E
included in the shareholding stated against Lucky Years Ltd. and M3t 0 3 845 4 Lucky Years Ltd. & # A
Chinese Estates. B XA RN o
Credit Suisse Trust Limited as trustee of a discretionary trust held 3. Credit Suisse Trust Limited ( 15 % — & 2 #12

X AEA ) 4 — A Global King Ltd. &
EAZEMmEA L2 EM  Global King
Ltd AHRAZEABEEZIBRRREG LTHE =0
Z— P k2% Z4# o Bk > Global King Ltd.
& Credit Suisse Trust Limited #% % & # A #
ANB XA XMS -
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (cont’d)

4. Primetek Holdings Limited (‘‘Primetek’’) is a wholly-owned
subsidiary of Hutchison International Limited (‘‘HIL’’), which in
turn is a wholly-owned subsidiary of Hutchison Whampoa Limited
(““HWL”). By virtue of the SFO, HWL and HIL are deemed to be
interested in the 21,833,142 shares of the Company held by

Primetek.

5. Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li
Ka-shing, Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar Kai, Richard is
interested in one-third of the entire issued share capital, owns the
entire issued share capital of Li Ka-Shing Unity Trustee Company
Limited (*‘TUTI1"’). TUTI as trustee of The Li Ka-Shing Unity Trust
(““UT1"”), together with certain companies which TUTI as trustee of
UTI is entitled to exercise or control the exercise of more than
one-third of the voting power at their general meetings, hold more
than one-third of the issued share capital of Cheung Kong
(Holdings) Limited (‘‘CKH’’). Subsidiaries of CKH are entitled to
exercise or control the exercise of more than one-third of the voting

power at the general meetings of HWL.

In addition, Li Ka-Shing Unity Holdings Limited also owns the entire
issued share capital of Li Ka-Shing Unity Trustee Corporation
Limited (‘TDTI1’’) as trustee of The Li Ka-Shing Unity
Discretionary Trust (‘‘DT1’’) and Li Ka-Shing Unity Trustcorp
Limited (“‘TDT2’’) as trustee of another discretionary trust
(““DT2’). Each of TDTI and TDT2 holds units in the UT]I.

By virtue of the SFO, each of Mr. Li Ka-shing being the settlor and
may being regarded as a founder of DTI and DT?2 for the purpose of
the SFO, TDT1, TDT2, TUTI and CKH was deemed to be interested
in the 21,833,142 shares of the Company held by Primetek.

All the interests stated above represent long positions. As at 31st
December, 2003, no short positions were recorded in the register
kept by the Company under section 336 of the SFO.

Save as disclosed above, the Company has not been notified of

any other interests representing 5% or more in the Company’s
issued share capital as at 31st December, 2003.
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st %h  ° Li Ka-Shing Unity Holdings Limited
JF# A Li Ka-Shing Unity Trustee Corporation
Limited ( "TDT1, > The Li Ka-Shing Unity
Discretionary Trust (" DT14) 236 A ) &
LiKa-Shing Unity Trustcorp Limited (
"TDT2, % — 243 (TDT2,) 253
A ) Z &P CHEATHRA © TDT1 & TDT2 %
#A UT1 2 £ -

WRARE KR BEEG 0 T EW AL A DTI
EDT223%%E AN HEBESRH GG M
T % A ADTIADT2X £] L A >
TDT1 *TDT2 *TUT1 A K B #H R B HE A
Primetek 4% A % 21,833,142 B A& 2 3] Jxfy -

iR EERBIRirE - REE=F12
A=+—H - RIS FEF TR SRR
55 336 REAF < B M e (TR A -

B bR #aaE 4 - AN RS S A I
fiFFA AR FEIN _EE=F+_H=+—H
EBITIRA 5% Bl EHER I SBA -




