DIRECTORS’ REPORT

ARRANGEMENTS SHARES OR

DEBENTURES

TO PURCHASE

There were no arrangements to which the Company, its ultimate
holding company, or any of its ultimate holding company’s
subsidiaries was a party 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 during
the year.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS

Other than as disclosed under the section headed ‘‘Connected

Transactions’> below, there were no other contracts of
significance in relation to the Company’s business, to which the
Company or any of the Company’s subsidiaries was a party,
subsisting at the end of the year or at any time during the year,
and in which a Director had, whether directly or indirectly, a
material interest, nor there were any other contracts of
significance in relation to the Company’s business between the
Company or any of the Company’s subsidiaries and a controlling

shareholder or any of its subsidiaries.
CONNECTED TRANSACTIONS
1.  Asset Transaction

On 11th February, 2003, the Company and Jumbo Legend
entered into a sale and purchase agreement with Chinese
Estates relating to:

(i) the purchase of the entire interest of a group of
wholly-owned subsidiaries of Chinese Estates (the
‘“Sale Companies’’) holding direct or indirect
interests in certain properties (the °‘Properties’”)
(particulars of which are set out on pages 33 to 35);
the benefits of all sums due by the Sale Companies,
their respective subsidiaries or associated companies
to the other members of the Chinese Estates Group as
at 11th February, 2003; and the assumption of all
sums owing by the other members of the Chinese
Estates Group to the Sale Companies; their respective
subsidiaries or associated companies as at 11th
February, 2003.
amounted to approximately HK$605.4 million (the
““CC Consideration’”).

Consideration of the purchase
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(i1) the sale of the entire interest of Super Series which
holds 100% indirect interest in the development
project of Manhattan Avenue (particulars of which
are set out on page 35); and the benefits of all sums
due by Super Series to the Company as at 1l1th
February, 2003. Consideration of the sale amounted
to approximately HKS$103.9 million (the ‘C

Consideration’”’).

The CC Consideration was satisfied partly by set-off against the
C Consideration and the balance of approximately HK$501.5
million was satisfied by the allotment and issue of 222,879,881
shares of the Company at an agreed issue price of HK$2.25 per
share (the net asset value of the Company), credited as fully
paid, to Chinese Estates Group. The number of shares issued and
the agreed issue price have been adjusted to reflect share
consolidation effected on 8th October, 2003 as described below.

The CC Consideration and the C Consideration, has been

determined after arm’s length negotiations between the
Company, Jumbo Legend and Chinese Estates and between the
Company and Chinese Estates respectively while the underlining
properties have been valued on an open market value bases as at
30th November, 2002 by Norton Appraisals Limited,

independent professional surveyors.

In order to facilitate the Asset Transaction, the Company carried
out the following capital reorganisation:

(1) consolidated every 50 issued and unissued shares of the
Company into one share (the ‘Consolidation Shares’’);

(i1)) reduced the nominal value of each of the issued and
unissued Consolidated Shares from HK$5.00 to HK$0.01
(the ““Capital Reduction’”); and

(iii) upon the Capital Reduction becoming effective, restored
the authorised share capital of the Company to the original
amount of HK$500,000,000.

The above capital reorganisation and Asset Transaction were
approved by the shareholders at the extraordinary general
meeting of the Company held on 28th March, 2003.
Reduction was subsequently approved by the Court and became
effective on 8th October, 2003 while the Asset Transaction was
completed on 7th November, 2003.
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DIRECTORS’ REPORT

CONNECTED TRANSACTIONS (cont’d)
The Properties
The Properties are free from any mortgages, charges, liens,

pledges, options and third party claims or other encumbrances.
A summary of the Properties are set out below:
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In Hong Kong &

Investment Properties HEDE

1.  Gemstar Tower, No. 23 Man Lok Street, 1. JLEEALRY REETE 23 9B A0

Hung Hom, Kowloon —
14 Units on various Floors and the Roof
together with 50 Car Park Spaces

2. Unit 301 on 3rd Floor, Sim City of 2.
Chung Kiu Commercial Building
Nos. 47-51 Shantung Street
Mong Kok, Kowloon

3.  Kwai Shun Industrial Centre, 3.
Nos. 51-63 Container Port Road,
Kwai Chung, New Territories —
Roof Nos. 1-6, 8,9, 11 and 12*

4.  Various Portions of No. 1 Hung To Road, 4.
Kwun Tong, Kowloon

5. Inter-Continental Plaza, No. 94 Granville Road, 5.
Tsim Sha Tsui, Kowloon —
The whole of 3rd Floor and the adjacent Flat Roof
and the whole of 8th Floor

6.  Tuen Mun Centre, Nos. 2-8 Wo Ping Path, 6.
Nos. 7-35 Yan Ching Street, Tuen Mun,
New Territories — Shop Nos. 14 and 16
on Ground Floor and Cinema

* The company holding the property was disposed on
31st December, 2003
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DIRECTORS’ REPORT

CONNECTED TRANSACTIONS (cont’d)

Properties (cont’d)

In Hong Kong (cont’d)

Properties held for sale

7. Gemstar Tower, No. 23 Man Lok Street,

Hung Hom, Kowloon —
14 Units on various Floors

8. Meeco Industrial Building
Nos. 53-55 Au Pui Wan Street, Sha Tin,
New Territories — Canteen on Main Roof

Property interests held for development

9.  9/24th equal and undivided shares of and in
Lot Nos. 2, 4, 7, 8 and 9 in Demarcation District 464,
So Shi Tau, Clear Water Bay, New Territories

10. The Remaining Portion of Lot No. 453 in
Demarcation District 401, Po Lam Road,
Ma Yau Tong, Sai Kung, New Territories
In the PRC

Property held for sale

11. Various Portions of Winson Plaza 146 Weidi Road,
Hexi District, Tianjin, the PRC (Note b)

Property interests held for development
12. Chenghai Royal Garden, Estuary of Xinjin River,
Longhu District,

Shantou, Guangdong Province
the PRC (Note a)
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DIRECTORS’ REPORT

CONNECTED TRANSACTIONS (cont’d)

EFEREE

i)

RAEZRS (48 )

Attributable
interest
Properties (cont’d) ME(E) FE1GHER
In the PRC (cont’d) FE (48 )
Property held for development TR R X
13. Panyu Technology Park, East of Shiguang Road, 13. B R A RN T W S S 100%
Zhongcun Town, Panyu District, Guangzhou, TR SRR BB ( M3 b ) *
Guangdong Province, the PRC (Note b)*
g The property was sold in November 2003. * OMECR_EE=F+—ALE -
Notes: Fif3E:
a. A wholly owned subsidiary of Jinline Investments Ltd. has obtained a. Jinline Investments Ltd. X — £ & & K & 2 3

the contractual right of a contract for the pre-registration of grant of
State-owned land use right made between Shantou Company of
Guangdong Trust and Real Estate Development Corp. and Chenghai
County Land Administrative Bureau in relation to the property. The
contract for grant of land use right and the certificate for
State-owned land use right in relation to the property have not been
entered into or obtained and there is an outstanding land premium of
not more than HK323.6 million to be paid by the wholly owned
subsidiary of Jinline Investments Ltd.

b. All land use rights have been obtained and the land premium have
been paid by the relevant holding companies holding these
properties.

Manhattan Avenue

Manhattan Avenue is located at No. 255 Queen’s Road Central,
Hong Kong, it has been developed into a residential/commercial
building with total gross floor area of approximately 42,314
square feet. The development of Manhattan Avenue has been
completed in the fourth quarter of 2003.

Manhattan Avenue was disposed upon completion of the Asset
Transaction on 7th November, 2003.

2.  Grandhall Secretarial Services Limited, a wholly-owned
subsidiary of Chinese Estates, provides general company
secretarial services to each of the subsidiaries of the
Company at a fee of HKS$3,500 per annum for each
subsidiary. For the year ended 31st December, 2003, the
aggregate payment made to the Chinese Estates Group for
the above services amounted to HK$73,500.
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DIRECTORS’ REPORT

CONNECTED TRANSACTIONS (cont’d)

3. By asub-lease agreement dated 2nd July, 2002 entered into
between the Company and Chinese Estates, Limited
(‘““‘CEL”’), a wholly-owned subsidiary of Chinese Estates,
CEL agreed to sub-lease to the Company the office
premises at Room 103 (formerly known as Room 101), Ist
Floor, MassMutual Tower, 38 Gloucester Road, Wanchai,
Hong Kong on normal commercial terms for two years
commencing from 1st March, 2002 to 29th February, 2004
at a monthly rental of HK$7,500 with rent free for three
months in 2002 and two months in 2003.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

Pursuant to Rule 8.10 of the Listing Rule, as at 31st December,
2003, the following Directors of the Company had declared their
interests in the following companies with businesses which
compete or are likely to compete, either directly or indirectly
with the businesses of the Group:
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DIRECTORS’ REPORT ESTHRES

DIRECTORS’ INTERESTS IN COMPETING EENRIUERIIES(E)

BUSINESSES (cont’d)

Name of Directors

EENR

Joseph Lau,
Luen-hung

-k diis

Thomas Lau,
Luen-hung

2155

Name of companies

NSIEA

Chinese Estates*
and its subsidiaries
EYNE
B A

Kwong Sang Hong
and its subsidiaries
REAETT R H M A E]

G-Prop and its
subsidiaries

RAEN- &N ) /A

Chinese Estates*
and its subsidiaries
EYNEE
B A

Kwong Sang Hong
and its subsidiaries
RBEAETT R H M A E]

* listed holding company of the Company

L SN E i i Y N

Nature of business
considered to compete
or likely to compete
with the business

of the Group

1B Rk Bk PT REAB AL
RBEZEBEE

Property investment
and development

WUE S V&Y

Property investment
and development

VUE S V&Y

Property investment

VI E

Property investment
and development

VUE S V&Y

Property investment
and development

VIS A B I

Nature of interest
of the Directors in
the companies
EENFZFEARZ
s

Director and having
certain personal and
deemed interests in
Chinese Estates

YN YNEE S 2]
A B A Ky
B HERS

Director and having
certain deemed
interests in
Kwong Sang Hong

BB NNEATHER
T R s

Having certain deemed
interests in G-Prop

REEHEE
oW R Bl MR

Director and having
certain deemed
interests in
Chinese Estates

RN E R
T R B 2 s

Director

HE
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DIRECTORS’ REPORT

DIRECTORS’ INTERESTS
BUSINESSES (cont’d)

IN COMPETING

Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-hung are
brothers (collectively the ‘‘Lau Brothers’’) and also have
personal interest in private companies engaged in businesses
consisting of property development and investment in Hong
Kong. As such, they are regarded as being interested in such

businesses which compete or may compete with the Group.

Other than the businesses of the private companies of the Lau
Brothers, the above-mentioned businesses are managed by
listed with

management and administration. For better delineation of

separate  publicly companies independent
property investment business, Chinese Estates, the controlling
shareholder of the Company, will give the Company the priority
over the future property investment project with the value of less
than or equal to 50% of the net asset value of the Company with
reference to the latest published account and subject to the

financial resources of the Company from time to time.

In this respect, coupled with the diligence of its Independent
Non-executive Directors (whose views carry significant weight
in the Board’s decisions) and the independent Audit Committee,
the Group is capable of carrying on its businesses independently
of, and at arm’s length from, the businesses of the above

companies.

Other than as disclosed above, none of the Directors are
interested in any business which competes or is likely to
compete, either directly or indirectly, with the Company’s
business.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31st
December, 2003 with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules except that the Independent
Non-executive Directors are not appointed for any specific terms
as they are subject to retirement by rotation and re-election at the
Company’s Annual General Meeting in accordance with the

Company’s Articles of Association.
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DIRECTORS’ REPORT

CORPORATE GOVERNANCE (cont’d)

Rule 8.08 of the Listing Rules required at least 25% of the issued
share capital of the Company must be held in public hands.
Based on information available and within the knowledge of the
Directors, the obligation has been complied with as at 2nd April,
2004 (the latest practicable date prior to the issue of the annual
report).

AUDITORS

A resolution will be submitted to the forthcoming Annual
General Meeting of the Company to re-appoint Messrs. Deloitte
Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Thomas Lau, Luen-hung
Chairman

Hong Kong 23rd March, 2004
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