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Being one of Forte’s nationwide strategic development regions, the residential markets
in Wuhan, Nanjing and Wuxi are on good track.
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Being one of Forte’s nationwide strategic development regions,
the residential markets in Wuhan, Nanjing and Wuxi are on
good track.

Taking the advantage of the strategic development of the
Wuhan City Circle, the leading position of Wuhan in the
economic hinterland of China has increased significantly. Under
such background, the newly developed property market in
Wuhan also began to show signs of growth because of the
favourable factors, including the new city’s construction, old
city renovation and infrastructural development. During the
year, total gross floor areas of commodity properties sold in
Wuhan reached 6,580,000 sq.m., representing growth of
21.2%. The average selling prices of residential properties
increased by 13.4% to RMB2,668 (note 3).
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During the year under review, total gross floor area of
commodity properties sold in Nanjing reached 6,080,000 sg.m.,
which represents an increase of approximately 36.8% as
compared to 2003. The average sale price of commodity
properties over the year was RMB4,115, representing a year-
on-year growth of 11.3%, the growth rate decreased over the
past two years.

Taking advantages of the large-scale city expansion,
participation of renowned developers and the strong control
of the government towards land supply, the property market in
Wouxi was migrating to a rapid phase of growth during the period
under review. As such, the supply was undergoing optimal
increase while potential demand was stimulated immediately. '*'-;., .

Prices grew rapidly and the transaction in the popular regions Forte Ronchamp yill5 (Nanjing) s (0 %)

are remarkably active. During the year under review, the total
gross floor area of commodity properties in the urban area
transacted was driven up by 25% and reached 3,580,000 sg.m..
The prices of residential properties in the city was RMB3,751
per sq.m. by the end of the year, representing an increase of
18.9% and a decline of 5 percentage points compared to 2003
(note 4).

Master floor plan of Forte New City (Wuxi)
B T EE ()
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Notes: i
1 Source: Shanghai Municipal Housing and Land Resourcing 1 BEXRR: DETEEIMWERERER -

Administration Bureau.

2 Extract from the statistical analysis conducted by the team in 2 WELETHSRWAMEFHER NS
charge of sampling survey for cities and villages under Shanghai T o

Statistics Bureau.

3 The prices reported by the Alert and Alarm Working Party for 3 RETEHMEMSEZERIENEEMEY
the Property Market in Wuhan. B8 o

4 The prices reported in Wuxi Property Index Report by Property 4 EETEEERERBEREMSE)EMHNE
Management Bureau of Wuxi. 1% o

5  Save as otherwise specified, all figures were publicly available 5 BRERKITHN  IEHREHSIEBERAE
information from the National Statistics Bureau, local statistics B SHMASFRASHEMEETEIFE
bureaus or local real estate administration authorities. NEER
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Business Review

Despite the influence of the numerous macro-economic
measures introduced by the PRC government, the Group
achieved encouraging results through the dedication of its
management and staff. The major accomplishments of 2004

are as follows:

During the Year, six projects (including a joint venture project
in which the Group has interests) were completed ahead of
schedule. The total gross floor area (“GFA”) completed and in
occupation amounted to approximately 325,844 sg.m.. Seven
projects (including a joint venture project in which the Group
has interests) with a proposed aggregate GFA of approximately
414,527 sq.m. had commenced construction. Through its multi-
project management system, the Group was able to fully control
over the timing and quality of its property projects.

More efforts were paid to increase its land bank. By participating
in public tenders and acquisitions of equity interests in other
project companies, the GFA of Group’s land bank available for
development increased by a total of approximately 526,210
sg.m. (which includes Huishan Project in Wuxi, Xidan Jiahui
Project in Beijing and Kangbao Project in Beijing). This laid a
solid foundation for the Group’s rapid development in the long
run.

The sales of the Group’s properties were encouraging and
the effect of brand equity was remarkable. As a result, the
Group’s position in the industry was enhanced significantly.
During the Year, satisfactory results were recorded from the
sales of various property projects. A total GFA of approximately
567,980 sg.m., were sold during the Year. The effect of brand
equity was notable. According to an internal research
conducted by Forte, purchases made by existing customers,
referrals by existing customers, and first-time customers
attracted by the brand of Forte were higher than that in 2003.
In addition, Forte was judged to have come first among the
“Ten Best Valued Brand in the Real Estate Industry in the PRC
for 2004” by the Development and Research Centre under the
State Council at the end of 2004.

Management Discussion and Analysis
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The Group also obtained progress in international cooperation.
An international business department which is responsible for
external business cooperation was established in October
2004. Forte Aroma Riverside Garden, a project jointly
developed by the Company with ING REI Investment (China)
B.V. (“ING REI") was sold within three months. Forte Elegant
Garden (Phase 1), a project jointly developed with China SFH
Ltd. (a property investment fund managed by Morgan Stanley),
was fully sold at the end of 2004. The cooperation with
international leading companies not only enhances the
Company’s brand, but also provides the Group with new
financing channels and enables the Group to attain the
international standard in project management and corporate
governance.

Project development progress

During the Year, there were twenty-one projects under
development, amongst which, six projects were completed and
in occupation. The total GFA completed and in occupation
during the Year amounted to approximately 325,844 sq.m.

SHANGHAI FORTE LAND CO.,, LTD. 181t (M) RHERLA T
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Interests
Approximate attributable
total GFA to the Group

(sq.m.) (%)
No. Name of Project Location BRNEEEERRE EEERE
Fi BB AR Hh Bh (FF7K) (%)
1 Forte Sunny City (Phase 3) No. 8 Gulang Road, 11,478 98.00
B K (=H3) Putuo District, Shanghai
g g &R K85
2 Forte Allen Poem (Phase 1B) Lane 599 Lai Ting South Road, 36,117 70.00
EEmE (—HB) Jiuting Town, Songjiang District,
Shanghai
FETRTEREN=ERTEK599F
3 Yi He Hua Cheng (Phase 1) Lane 577 Zhenijin Road, 124,267 50.00
EEANEEYL (—HR) Putuo District, Shanghai
T ERRAESKST7TH
4 Domo City (Phase 2) Lane 381 Xingzhi Road, 92,512 60.00
wmaER (ZH) Baoshan District, Shanghai
FETEILRITMK381F
5 Forte Shengtang Artistic Nos. 138-158 Focheng Xi Road, 15,841 99.67
County (Phase 1) Nanjing
B RAE I E (—H) R R T 38 45K 7 75 138 2= 1585%
6 Wuhan Cui Wei New City No. 16 Cuiwei Heng Road, 45,629 60.00
(Phase 1A) Hanyang District, Wuhuan
R (—EA) FUE TR 2 2 50 K 1658
Total &&F 325,844
Note: The above projects include projects of controlled by the Group T NEBEEBRASEERCEERASER

and a joint venture project in which the Group has interests. BRENEGEATIEE
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Sales performance

Total GFA sold by the Group during the Year was approximately
567,980 sg.m. (including projects controlled by the Group and
a joint venture project in which the Group has interests).

In 2004, the Group pro-actively expanded its property
development business in other cities in the PRC. During the
Year, it successfully commenced sales of properties in Wuhan,
Hubei Province and Nanijing, Jiangsu Province. The total GFA
sold in Wuhan and Nanjing amounted to approximately 58,869

sg.m. and 9,461 sqg. m., respectively.

HEXRE

AEEEFERNEHEMREARDA
567,980 5k (B iEm A& BEE 2 HA &
ARBEARENAEARNZERER) -

AEBE_TEMFERGRFHBH B
MEERBEXRD  AFEEXDERILEN
HRERTHENERABHEENE - HHE
# I B #) /358,869 77 K 129,461
TR e

Total GFA sold by contract in 2004
“EEMEESFNEHEEEERE

Interests
attributable

Area sold in to the Group

total (sq.m.) (%)
No. Region Name of Project Location EHEEE SEEER
FiE hE HEE® b B (FF7K) (%)
1 Shanghai Chun Shen Forte City  Lane 4580 Dushi Road, 63,716 90.00
! (Phase 2) Minhang District, Shanghai
FREME (Z8) g RIfT IR #B T 5 4580FF
2 Gubei New City Lane 511 Wuzhong Road, 4,545 50.00
(East Wing Phase 1) Minhang District, Shanghai
HIbFMER (—8) LEEMRTRRFES11F
3 Forte Sunny City No. 8 Gulang Road, 5,448 98.00
(Phase 2B) Putuo District, Shanghai
B ARG (ZHB)  LEM TR EIRKSN
4 Forte Sunny City No. 8 Gulang Road, 2,254 98.00
(Phase 3) Putuo District, Shanghai
B K5 (= 89) g g E &R K 85R
5 Forte Allen Poem Lane 599 Lai Ting South Road, 2,691 70.00

(Phase 1A)
B EmEk (—HA)

Jiuting Town, Songjiang District,
Shanghai
BT ML= K= R B 59955

SHANGHAI FORTE LAND CO., LTD.
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Total GFA sold by contract in 2004
—EEMEESFNELHEEEERE
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Interests
attributable

Area sold in to the Group

total (sg.m.) (%)
No. Region Name of Project Location EHBEESE EEER
Fih HE HE AR B (7 K) (%)
6 Forte Allen Poem Lane 599 Lai Ting South Road, 7,189 99.67
(Phase 1B) Jiuting Town, Songjiang District,
B E ik (—HB) Shanghai
FETARTIE N = ERE 59958
7 Forte Allen Poem Lane 599 Lai Ting South Road, 23,177 99.67
(Phase 2) Jiuting Town, Songjiang District,
B E ik (Z8) Shanghai
FETRTIE N = EKE 59958
8 Graceful Oasis Lane 3336 Jinxiu Road, 5,734 40.00
(Phase 1) Pudong New District, Shanghai
PRAREE (—H) 3t T R SRR I 67 48 3% 3336 FF
9 Graceful Oasis Lane 3088 Jinxiu Road, 28,233 40.00
(Phase 2) Pudong New District, Shanghai
AR (ZH) g TR R R[S $8 A B 30887
10 Graceful Oasis Lane 3088 Jinxiu Road, 12,008 40.00
(Phase 3 and 6A) Pudong New District, Shanghai
RAREM g TR BRHT I $53 48 55 3088 5F
(=88 - RAHD)
11 Graceful Oasis Lane 3336 Jinxiu Road, 61,574 40.00
(Phase 4 and 5) Pudong New District, Shanghai
AT (W BH)  LETIBRINRIRAEK33367F
12 Graceful Oasis Lane 3088 Jinxiu Road, 18,175 40.00
(Phase 7) Pudong New District, Shanghai
SAREM (L) e THIE R 87 A 3 3088 FF
13 Forte Aroma Lane 1755 Sanxin North Road, 80,171 70.00
Riverside Garden Songjiang District, Shanghai
B ERL EETMIIE =318 17555F
14 Forte Emerald Lane 3688 Wenxiang Road, 1,563 99.89

Riverside
EHERIR

Songjiang District, Shanghai
FETAAT R X B 3688FF
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Total GFA sold by contract in 2004
CEEZNEERENEHEEEER
Interests
attributable
Area sold in to the Group
total (sq.m.) (%)
No. Region Name of Project Location EHEEE SEER
FiE hE HEE® Hh B (FF7K) (%)
15 Forte Elegant Garden  No. 29 East Fuxing Road, 10,566 93.99
EH TR Huangpu District, Shanghai
g E AR 18 R 2958
16 Yi He Hua Cheng Lane 577 Zhenijin Road, 85,179 50.00
(Phase 1) Putuo District, Shanghai
FEANZE S (—HR) bFEmERRE R K77
17 Yi He Hua Cheng Lane 577 Zhenjin Road, 43,976 50.00
(Phase 2) Putuo District, Shanghai
B (ZH) FEmEfRE®KS77H
18 Jade Paradise Lane 1600 Zhenhua Road, 1,944 100.00
RERD, Baoshan District, Shanghai
FBETE LR EFE 16007
19 Domo City (Phase 2)  Lane 381 Xingzhi Road, 6,738 60.00
ReEN (ZH) Baoshan District, Shanghai
EETE ILRTTAMEK381F
20 Domo City (Phase 3)  Lane 1355 Dahua Road, 7,152 60.00
EaER (=ZH) Baoshan District, Shanghai
FiETE LR KERK13555F
21 Wuhan Wuhan Cui Wei No. 16 Cuiwei Heng Road, 4,033 60.00
WS New City (Phase 1A) Hangyang District, Wuhan
R (—EA) BUETERS 2 2 50 K 1658
22 Wuhan Cui Wei No. 16 Cuiwei Heng Road, 43,441 60.00
New City (Phase 1B) Hangyang District, Wuhan
R (—HB) BUE RS 2 R K 1658
23 Wuhan Cui Wei No. 16 Cuiwei Heng Road, 11,395 60.00

New City (Phase 1C)
R (—HIC)

Hangyang District, Wuhan
BURTER R R ME K165

SHANGHAI FORTE LAND CO., LTD.
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Total GFA sold by contract in 2004
—EEMEESFNELHEEEERE

Interests
attributable

Area sold in to the Group

total (sg.m.) (%)
No. Region Name of Project Location EHAEEE EEERE
Fih HE HEE® Hb B (5 K) (%)
24 Nanjing Forte Shengtang Nos. 138-158 Focheng Xi Road, 4,703 99.67
= Artistic County Nanjing
(Phase 1) R TRk PR S 138-158 5%
B EAE BIZE (—Hf)
25 Forte Shengtang Nos. 138-158 Focheng Xi Road, 4,758 99.67
Artistic County Nanjing
(Phase 2) AR TR P 138-158 5
EMBAE RIZEE (ZH)
26 Other projects 27,617
HmIae
Total &5t 567,980

Property agency services and properties sales HEREEREEL
planning services

Shanghai Resource Property Consultancy Co., Ltd. (“Resource LERREXERAERAR ([FKRER]) 2
Consultancy”), a subsidiary of the Group, was named as one REEHTFRAF  RZZETHFRNEFET
of the Best Ten Enterprises in Sales and Marketing of X & (CIHAF) 3% — S Fh EE M E 2
Properties in the PRC and Best Twenty Enterprises in Sales HREMECETAR_SENFHRHEM
Planning of Properties in the PRC by CIHAF. During the Year, ELHRIME - THEEE - FR > RVR
the total GFA sold by Resource Consultancy amounted to BEEETREEEDELEREETENE
approximately 394,300 sq.m. 394,300 77 K o
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Land bank

During the Year, through actively participating in acquisitions
of equity interests in other project companies and land use
rights, the GFA of the Group’s land bank increased by a total
GFA of 526,210 sqg.m. (approximately 494,624 sq.m. is
attributable to the Group according to its equity interests).
Throughout the Year, five pieces of land from the Group’s land
bank, with an estimated total GFA of approximately 565,959
sg.m. (approximately 495,444 sq.m. is attributable to the Group
according to its equity interests), were granted the respective
land use rights certificates. The existing land bank of the Group
is sufficient for development in the coming four to five years.

After sales services

The customer service department of the Group is customer-
oriented and has established a comprehensive customer
services management system to provide comprehensive and
quality services to meet their requirements. It is also the major
communication channel between the Group and its customers
through which the brand of “Forte” is further enhanced.

In 2004, Forte was ranked first in the Best Customer Relations
Management in the Property Industry in China, a survey
conducted by GreaterChinaCRM.

Future Prospects

As a result of the continuous growth of the PRC economy
together with a vast population base, and with urbanisation
moving ahead, spending in land properties will still remain
popular for a very long period in future. Despite the possibility
of short-term or regional market adjustments, the real estate
industry in the PRC will still maintain an upward growing trend.
In addition, for developers with sufficient funds and good
management teams, their competitive edges will be even more

apparent.

SHANGHAI FORTE LAND CO.,, LTD. 181t (M) RHERLA T
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As a market leader and an enterprise with vision, Forte will
fully capitalize on its competitive edge and consolidate its
leading position in Shanghai in the coming years by steadily
implementing its development strategies on a nationwide basis
and pursuing for growth opportunities. Competitiveness in the
long term will increase so as to create more value for its
shareholders.

o The Group will continue to consolidate its leading position
in the mid-class residential properties market in Shanghai.
Meanwhile, the Group will expand its business in Beijing,
and selectively tap into other major cities in the PRC and
the Yangzi River Delta for new business development
opportunities.

. Under the principle of safe and efficient allocation of funds,
Forte will prudently increase its land bank through different
channels, including public tenders, mergers and
acquisitions. At the same time, Forte will improve the
allocation of its land bank over different regions as well
as its product composition in order to enhance its
profitability.

e With achieving fast turnover as its objective, Forte aims
to enhance the revenue of its projects through its strict
multi-project management system, which provides
stringent control over the development progress of the
projects during the development stage. At the same time,
Forte will devote its efforts to the innovation and
application of building materials, interior and exterior
design and application of new technologies in order to
satisfy the diverse requirement of property buyers to
enhance their quality of life.

Management Discussion and Analysis 3
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o Forte will implement a more aggressive strategy on its
brands. It will seek further public recognition regarding
the value of Forte and leverage on the effect of the projects
completed by Forte in order to establish Forte as the most

preferred brand among property buyers.

o Forte will further improve management quality from a
customer-oriented point of view. The Group will continue
to cultivate and maintain its excellent corporate culture
and encourage its staff to develop their accountability,
innovation and cooperative spirit. Forte will further improve
and strengthen communications with international
business partners and professional advisers and improve
its organisational structure to ensure efficiency in business

development.

Financial Analysis

Revenue and results of operations

In 2004, the momentum of growth in Shanghai’s property
market remained strong. As a result of the continuous hard
work of its management and staff, remarkable performance
was achieved by the Group. Profit attributable to shareholders
for the Year amounted to RMB574,508,000 as compared to
RMB448,847,000 for 2003 representing an increase of 28.0%.
During the Year, the Group’s turnover amounted to
RMB2,383,720,000, profit from operating activities was
RMB905,330,000. Basic earnings per share were RMB0.269,
which was calculated from profit attributable to shareholders
of RMB574,508,000 divided by the weighted average number
of 2,138,688,751 shares in 2004.

In addition, Resource Consultancy and its subsidiaries pro-
actively expanded the sales planning business and property
agency services of the Group during the period under review.
Within this period, the revenue of Resource Consultancy from
the provision of sales planning and agency services for various
development projects developed by independent third parties
amounted to RMB56,600,000.

SHANGHAI FORTE LAND CO.,, LTD. 181t (M) RHERLA T
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As a result of the growing market price in the Shanghai
residential property market, stringent and efficient cost control
measures of the Group, as well as the surging income from
the property agency and consulting services, the Group
recorded a gross profit margin of 44.3% in 2004, representing
a 13.6 percentage point increase as compared to 30.7% in
20083.

Set out below is the breakdown of the Group’s turnover for the

Management Discussion and Analysis 4
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Year:
2004
RMB’000
ARBFT
Sales and pre-sale of properties HERTEEWE 2,447,543
Property agency fees MERE RPN E 86,091
Property sales plannig and advertising fees MEHERERESE 5,700
Construction supervisory fees EETIRENE 221
2,539,555
Less: Business tax, land appreciation B EERR - T HIE(E R BT 0
tax and govement surcharges (155,835)
Turnover =L

Financial resources, liquidity and liabilities
During the Year, the Group’s liquidity was kept at a healthy
level. Its financial resources were allocated in a reasonable
manner. As of 31 December 2004, the total assets of the Group
amounted to RMB5,901,763,000, of which current assets
accounted for RMB3,818,953,000. Total liabilities amounted
to RMB2,468,549,000, of which current liabilities amounted to
RMB2,163,846,000 and non-current liabilities amounted to
RMB304,703,000. The shareholders’ equity was
RMB3,173,206,000.

2,383,720

BHER - RBESREERR
FRN - AEENESRBMEFEREK
FomMBBRERMEEEESM - RZTE
MWE+ZA=+—H AEEMBEEEEE
AR #5,901,763,0007C * EFREBEEEA
R#3,818,953,000/t BEEAARE
2,468,549,0007T * EFRBEERARKE
2,163,846,0007T ' JEMBBEAARKE
304,703,000t ' REEmDEIARKE
3,173,206,0007T °
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As of 31 December 2004, the Group’s cash and bank deposits
amounted to RMB1,037,815,000. The Directors believe that
the Group has sufficient working capital for its operations and
the liquidity of assets and solvency is good.

Pledge of assets
As of 31 December 2004, properties under development with
a book value of RMB1,016,109,000 were pledged to banks for

guarantee of bank facilities.

Contingent Liabilities

The Group arranged banking facilities for certain property
buyers and provided guarantees against the repayment
obligations of these buyers. As of 31 December 2004,
guarantees provided by the Group of approximately
RMB1,468,945,200 remained outstanding.

Save as disclosed above, apart from intra-group liabilities, the
Group did not have any outstanding loan capital, bank
overdrafts, liabilities under acceptance or other similar
indebtedness, debentures, mortgages, charges or loans or
acceptance credits, hire purchase commitments, guarantees
or other material contingent liabilities outstanding as of 31
December 2004.

Commitments

As of 31 December 2004, the capital expenditures of the
projects developed by the Group was RMB927,275,000. In
addition, as of 31 December 2004, lease payments under non-
cancelable operating leases were RMB34,682,000.
RMB12,204,000 should be repaid within a year.
RMB18,737,000 should be repaid in the second to fifth years,
inclusive and RMB3,741,000 should be repaid over five years.

SHANGHAI FORTE LAND CO.,, LTD. 181t (M) RHERLA T

R_ZETNFE+—_A=+—H8 AEEZH
& MIRITHE FEEE ARY1,037,815,0007T -
ERACESIERBREERSE  BERDME
RiF - EEEIFTD o

BEEKH
HE_TTNF+_A=+—HILLEBEE
25 ANRH1,016,109,000THIZEE R Y E
EERRBITEALNEBERBRITEE ZE
1R °

HREE
REERBETYHEERLTHETHME - WiR
HERRBFEHAERNERET - RZZTE
WE+—B=+—H ' MABITHEREA
R #1,468,945,2007T °

BREXFEEEIN  R_FENF+_R=
T—R BREEAXRHENEEN  ~NEHE
VEEFAAREEEEER  RITEX - AR
BE EMBLUER  GE#E 2B K
WA ERFARLEE  BEAE  REEN
BERIEMBEALAGE -

HIE

RZZZENMF+=-A=+—8 ~X&EEFH
BNHEBUARFRNAENERRIARE
927,275,0007T * WA RZEZTWE+ A
=+—H TARBEEHEROETAAR
34,682,000t - &+ A K ¥12,204,0007T %
R—FRAZH » AREE18,737,000LFR—E
FF(BREEMTE) AXN  BINARE
3,741,000t R A F B LI »



Foreign Exchange risks

The Group conducts its business almost exclusively in
Renminbi and does not have any direct exposure to foreign
exchange fluctuations. In the event that the value of Renminbi
depreciates, the Group would be indirectly affected, whereby
the costs of goods imported would increase.

For the time being, Renminbi is not a freely convertible currency.
The PRC government may adopt measures which could result
in a material difference between the exchange rate of Renminbi
in future and that prevailing or in the past. Fluctuations in foreign
exchange would adversely affect the value of any dividend to
be declared by the Group in Renminbi, when translating or
convering into Hong Kong dollars.

Use of Proceeds from the Initial Public
Offering (“IPO”)

The H Shares of Forte was listed on the Main Board of the
Stock Exchange on 6 February 2004. The net proceeds from
the IPO amounted to approximately RMB1,697,000,000.

As of 31 December 2004, the Company has applied
approximately RMB1,670,000,000 of the proceeds from the
IPO in the development of property development projects and

related purposes.
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REMBALIEHHAAREEE - WF
BARZEMARINERBER - AT - HA
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