REPORT OF THE DIRECTORS 3 Jmy 3t 45t

The Board of Directors of the Company (the “Board”) is pleased to
present its Report together with the audited consolidated financial
statements of the Company and its subsidiaries (altogether the “Group”)

for the year ended 31st December, 2004 and the Auditors’ Report thereon.

PRINCIPAL ACTIVITIES
The principal activities of the Group for the year were property
development and investment, hospitality and leisure activities,

manufacturing of PVC pipes, securities trading and investment holding.

During the year under review, the Company acted as an investment
holding company while the principal activities and other particulars of
the principal subsidiaries of the Company are listed in Note 32 to the

financial statements on pages 99 to 105.

RESULTS

Details of the Group’s results for the year ended 31st December, 2004
are set out on pages 38 to 107. An analysis of the turnover and
contribution to trading results of the Group by business segments is set
out in Note 3 to the financial statements on pages 58 to 61 while no
geographical analysis is presented as the Group’s operations were

principally situated in mainland China.

DIVIDENDS
No interim dividend was paid during the year (2003: a special dividend
of HK$0.32 per share).

The Board recommends a payment of a final dividend of HK$0.10 per
share for the year ended 31st December, 2004 (2003: nil) to shareholders

whose names appear on the register of members of the Company on
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CLOSURE OF REGISTER OF MEMBERS
The register of members of the Company will be closed from Monday,
23rd May, 2005 to Friday, 27th May, 2005, both days inclusive, during

which period no transfer of shares of the Company will be effected.

In order to qualify for the 2004 final dividend, all transfer documents
accompanied by the relevant share certificates must be lodged with the
Company’s share registrars in Hong Kong, Secretaries Limited at G/E,
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong not later than 4:00 p.m. on Friday, 20th May, 2005 for

registration.

RESERVES

The distributable reserves of the Company as at 31st December, 2004
amounted to approximately HK$325,233,000 (2003: HK$148,623,000.)

The Board recommends that the retained earnings of the Group as at
31st December, 2004 amounting to approximately HK$903,212,000 are
to be carried forward. Other movements in reserves of the Group and of
the Company during the year are shown in Note 21 to the financial

statements on pages 84 to 87.

MAJOR CUSTOMERS AND SUPPLIERS

Of the turnover of the Group for the year, less than 30% was attributable

to the Group’s five largest customers.

During the year, 49% of the Group’s purchases were attributable to the
Group’s five largest suppliers with the largest supplier accounting for
15% of the Group’s purchases. None of the Directors of the Company,
their associates or any shareholders (which to the knowledge of the Board
own more than 5% interest in the Company’s issued share capital) have

any interest in the Group’s five largest suppliers.

DONATIONS
During the year ended 31st December, 2004, the Group donated
HK$558,000 to charitable and other causes.
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FIXED ASSETS
Movements in fixed assets of the Group during the year are shown in the
Consolidated Cash Flow Statement on pages 43 and 44 and in Notes 11

and 12 to the financial statements on pages 70 to 73.

A schedule of the principal properties held by the Group, either under
development or for sale or investment purposes, is set out on pages 109

to 116.

BORROWINGS AND DEBENTURES
Details of bank loans and other borrowings of the Group as at 31st
December, 2004 are set out in Notes 17(b), 23 and 24 to the financial

statements on pages 78 and 88 to 90 respectively.

No debentures of any class were issued by the Company or any of its

subsidiaries, or were in issue, at any time during the year.

Interest expenses of approximately HK$19,906,000 (2003:
HK$7,438,000) attributable to properties under development were
capitalised by the Group during the year.

SHARE CAPITAL

During the year under review, the Company did not issue any new shares

in the capital.

As at 31st December, 2004, 1,113,249,112 shares of HK$0.50 each in the

Company’s capital were in issue.

Details of the share capital of the Company are set out in Note 20 to the

financial statements on pages 82 and 83.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31st December, 2004, there was no purchase, sale
or redemption by the Company, or any of its subsidiaries, of the

Company’s listed securities.
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PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Memorandum
and Articles of Association of the Company and the Companies Law of

the Cayman Islands.

DIRECTORS

The Directors of the Company as at the date of this Report and those

who were in office during the year are:

Name of Directors
Madam Hsu Feng (Managing Director)
Mr Chuang Hsiao Chen
Mr Tong Albert
Madam Tung Wai Yee

(Independent Non-Executive Director)
Mr Lu Yao-Tsu

(Independent Non-Executive Director)
Mr Cheung Siu Ping, Oscar (appointed on
(Independent Non-Executive Director) 28th September, 2004)
A profile of the existing Directors of the Company is shown on pages 19

and 20.

Information relating to emoluments paid to the Company’s Directors
during the year is set out in Note 6 to the financial statements on pages

64 and 65.

In accordance with Article 99 of the Articles of Association of the
Company, Mr Cheung Siu Ping, Oscar, being a Director appointed by
the Board, shall hold office only until the next following annual general
meeting of the Company after his appointment and therefore will retire
at the forthcoming annual general meeting and being eligible, offers

himself for re-election.
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All Directors of the Company, including the non-executive Directors,
are subject to retirement by rotation at annual general meetings of the
Company in accordance with Article 116 of the Articles of Association
of the Company. Article 116 provides that at each annual general meeting,
one-third of the Directors of the Company for the time being, or (if
their number is not three or a multiple of three) the number nearest to
one-third, who have been longest in office since their last election, shall

retire from office and shall be eligible for re-election.

Pursuant to Article 116 of the Articles of Association of the Company,
Mr Tong Albert and Madam Tung Wai Yee will retire by rotation at the
forthcoming annual general meeting. Being eligible, they offer themselves

for re-election.

The re-election of the retiring Directors is subject to the shareholders’
approval at the forthcoming annual general meeting and details of those
Directors will be disclosed in a circular of the Company to be despatched

to the shareholders together with the notice of annual general meeting.

None of the Directors of the Company proposed for re-election at the
forthcoming annual general meeting have an unexpired service contract
with the Company or any of its subsidiaries, which is not determinable
by the employing company within one year without payment of

compensation (other than statutory compensation).

The Company has received a written confirmation from each of the
Independent Non-Executive Directors of their respective independence
to the Company pursuant to Rule 3.13 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and considers all of the Independent Non-Executive Directors

to be independent.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS WHZHBHRERRRS
IN SECURITIES

As at 31st December, 2004, the interests and short positions of the RZFEFNEFZH =+ —H o AR A& HEER
Directors of the Company in shares, debentures and underlying shares A R AT (o] AR B ) (b GRS 2 B0 & e f61)
of the Company or any of its associated corporations (within the meaning XV HR 2 F e ) 2 I - GERERS SO B IR0
of Part XV of the Securities and Futures Ordinance (the “SFO”)), which T ZE I IR GE R L B 352 2 L E
were required, pursuant to Section 352 of the SFO, to be entered in the O A % 91 e 20 ) 8 S A (B0 AR R o B
register referred to therein (including interests and short positions which BRI 55344 BRBAR Sy WA 2 HER IR > 5
they were taken to have under Section 344 of the SFO) or which were JRU BR TR ) 2 B R A ) B vk e
required to be notified to the Company and The Stock Exchange of Hong 385 A BRA R (TSI ) 2 i BOR BN
Kong Limited (the “Stock Exchange”) pursuant to the Listing Rules, were
as follows:
The Company: AR
Shares of HK$0.50 each 5 JBe i 4EL.0.509 7C 2 JBe
Number of shares in the Company
RARR il Z I ¥ H

Personal Family Corporate Other

Interests Interests Interests Interests
Name of Directors [ 3% 1IN 23 Py 1 £ AvilhEdE Fofb 2
Madam Hsu Feng & Mt 26,116,000 Nil f% Nil #(A)  534,979,960(B)
Mr Chuang Hsiao Chen FERRE R Nil % Nil #& Nil # Nil f
Mr Tong Albert R RIb 9,500,000 Nil #& Nil #%(A) Nil #%
Madam Tung Wai Yee £ 'R Nil Nil f Nil f Nil
Mr Lu Yao-Tsu PR S Nil 4 Nil 4 Nil 4 Nil 4
Mr Cheung Siu Ping, Oscar  jRJK-F-e4: Nil f% Nil Nil % Nil #
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Notes:

(A)  The following companies, being private companies incorporated in Hong Kong and
wholly-owned subsidiaries of Rivera (Holdings) Limited (a listed company in Hong
Kong), beneficially held an aggregate of 159,500,465 shares in the Company on 31st

December, 2004:

(a) RIZFEZFMEFZHA=Z+—H > TAAAE BRBRE
R BT B RL N R o M A — W T2 A )
— AR R A R R E B A R R0 &
$£159,500,465 M A 24 B R4

Name of companies Number of shares held
kR B # A7 BBy e H
Forty Enterprises Company Limited & 7634 FR/A 7] 13,081,788
Shine Trip Limited i & 47 R/ ] 146,418,677

159,500,465

Madam Hsu Feng and Mr Tong Albert are directors of Rivera (Holdings) Limited of
which Madam Hsu, being the executrix of the estate of the late Mr Tong Cun Lin, is

deemed to be a substantial shareholder.

(B) Madam Hsu Feng was interested in the 534,979,960 shares of the Company in her

capacity as the executrix of the estate of the late Mr Tong Cun Lin, her husband.

Save as disclosed above, none of the Directors of the Company and their
associates had any interests or short positions in the shares, underlying
shares and debentures of the Company or of any of its associated
corporations as at 31st December, 2004 which were required, pursuant
to Section 352 of the SFO, to be entered in the register referred to therein
(including interests or short positions which they were taken to have
under Section 344 of the SFO) or which were required to be notified to

the Company and the Stock Exchange pursuant to the Listing Rules.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme”) on 29th
May, 2002 and there was no option outstanding, granted, exercised,
cancelled or lapsed under the Scheme at any time during the year. The

major terms of the Scheme are as follows:

Purpose of the Scheme
The purpose of the Scheme is to provide incentives or rewards to selected
persons for their contribution to the Group or any entity in which the

Group holds any equity interest (the “Invested Entity”).

Participants of the Scheme

The participants of the Scheme include:

(i) any employee or proposed employee (whether full time or part
time) of any member of the Group or any Invested Entity, including
any executive director of any member of the Group or any Invested

Entity; or

(ii) any non-executive director (including independent non-executive

director) of any member of the Group or any Invested Entity; or

(iii) any adviser, consultant, customer and supplier of goods or services
to any member of the Group or any Invested Entity who have

contributed or will contribute to the Group; or

(iv) any shareholder of any member of the Group or any Invested Entity
or any holder of any securities issued by any member of the Group

or any Invested Entity.

The maximum number of shares available for issue

The maximum number of shares of the Company in respect of which
options may be granted under the Scheme must not exceed 108,474,911
shares, being 10% of the total number of shares of the Company in issue
as at the date of adoption of the Scheme, unless shareholders’” approval

of the Company has been obtained.
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Under the Scheme, 28,500,000 shares of the Company were issued upon
exercise of share options in 2003. Therefore, as at the date of this Report,
the maximum number of shares available for issue under the Scheme is
79,974,911, representing approximately 7.1% of the Company’s existing

issued share capital.

Maximum entitlement of each Participant

The total number of shares of the Company issued and to be issued upon
exercise of the options granted and to be granted to each participant or
grantee (including exercised and outstanding options) in any 12-month
period up to the date of grant shall not exceed 1% of the shares of the
Company in issue at the date of grant (the “Individual Limit”). Any
further grant of options in excess of the Individual Limit must be subject
to shareholders’ approval in general meeting with such participant or

grantee and his or her associates abstaining from voting.

Exercise period of an option
An option may be exercised at any time during a period as the Board
may determine which shall not be more than 10 years commencing from

the date of grant of the option.

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

Save as determined by the Board and provided in the offer of the relevant
options, there is no minimum period for which an option must be held

before it can be exercised under the Scheme.

Payment on acceptance of an option

The acceptance of an offer of granting an option must be made within
28 days from the date on which such offer is made with a non-refundable
payment of HK$1 from the grantee to the Company by way of

consideration for the grant thereof.
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Basis of determining the subscription price

The subscription price per share of the Company in respect of any option
granted under the Scheme shall be such price as the Board in its absolute
discretion shall determine, save that such price will not be less than the

highest of:

(i)  the closing price of the shares as stated in the daily quotations sheet
of the Stock Exchange on the date of offer of the option, which

must be a business day;

(ii) the average of the closing prices of the shares as stated in the Stock
Exchange’s daily quotations sheets on the 5 business days

immediately preceding the date of offer of the option; and

(iii) the nominal value of the shares on the date of offer.

Remaining life of the Scheme

Subject to earlier termination by the Company in general meeting or by
the Board, the Scheme shall be valid and effective till 28th May, 2012.
After the expiry of such valid period, no further options will be offered
or granted but in all other respects the provisions of the Scheme shall

remain in full force and effect.

Apart from the Scheme, at no time during the year nor at the end of the
year ended 31st December, 2004 was the Company or any of its
subsidiaries a party to any arrangements 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.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Property development and investment in Shanghai, in particular Pudong,
is one of the principal businesses of the Group, hence, the following
Directors of the Company are considered to have interests in the business
which may compete or is likely to compete, either directly or indirectly,
with the business of the Group, other than those business where the
Directors have been appointed/were appointed as directors to represent
the interests of the Company and/or the Group, pursuant to the Listing
Rules:

Madam Hsu Feng and Mr Tong Albert, being Managing Director and
Executive Director of the Company respectively, are directors of Rivera
(Holdings) Limited (“RHL”). Madam Hsu is also deemed to be a
substantial shareholder of RHL in her capacity as the executrix of the

estate of the late Mr Tong Cun Lin, her husband.

RHL is engaged in property development and investment exclusively in
Zhangjiang Hi-Tech Park, Pudong, Shanghai through its subsidiaries and
associated companies, so the business of RHL in the property sector (the

“Excluded Business”) may potentially compete with the Group’s business.

RHL is also a listed company in Hong Kong and the Excluded Business is
managed by its independent management and administration. Besides,
the Board is independent of the board of directors of RHL and the
Independent Non-Executive Directors of the Company will assist in
monitoring the operation of the Group, the Group is therefore capable
of carrying on its business independent of, and at an arm’s length from,

the Excluded Business.

SIGNIFICANT CONTRACTS

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a Director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year ended 31st December, 2004.
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PENSION SCHEMES

The Company participates in a pension scheme, which was registered
under the Mandatory Provident Fund Schemes Ordinance (the “MPF
Ordinance”), for all its employees in Hong Kong. The scheme is a defined
contribution scheme effective from December 2000 and is funded by
contributions from employer and employees according to the provisions
of the MPF Ordinance. Should there be the employer’s voluntary
contributions to the scheme, forfeited contributions in this nature can
be applied to reduce the amount of future voluntary contributions

payable by the employer.

On the other hand, the employees of the Group in mainland China are
members of respective state-managed defined contribution retirement
benefits schemes operated by the local governments. The employers and
the employees are obliged to make contributions at a certain percentage

of the payroll under rules of the schemes.

During the year under review, the total amount contributed by the
Company to the said schemes and charged to the income statement
amounted to approximately HK$2,877,000 (2003: HK$2,218,000) and

no contributions were forfeited.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS
As at 31st December, 2004, the following shareholders (other than a

Director of the Company) were interested, directly or indirectly, in 5%

or more of the total issued share capital and underlying shares of the

Company and those interests were required to be recorded in the register

required to be kept under Section 336 of the SFO:

Name of substantial shareholders

EEB R A

BB R Z 2 R A

REFFME L A=t TR R A
TR BRI H B A6 R R AL BT
S BB o2 5005k L S » T35 2/
IR G5 R KD 93362 B R HVA
(i s 1K

Number of shares held
(proportion to the total issued

share capital of the Company)

Brds A1 I Ay 8 H
(iR A A 2R CBRITBAZ R IE)

King China Holdings Limited #f %% £E [# 47 BR /A ] (a)
Rivera (Holdings) Limited )!| i/ 4& B 47 FR /A 7 (b)

E-Shares Investments Limited (a)

Notes:

(a)

(b)

King China Holdings Limited and E-Shares Investments Limited were beneficially
and wholly owned by Madam Hsu Feng in her capacity as the executrix of the estate
of the late Mr Tong Cun Lin and by virtue of the SFO, their interests in the shares of
the Company therefore constituted part of the total interest of Madam Hsu disclosed
in the above paragraph headed “Directors’ Interests and Short Positions in Securities”

in this Report.

Amongst those shares disclosed, 146,418,677 shares were beneficially held by Shine
Trip Limited, which was a wholly-owned subsidiary of Superwell Development
Limited in which Rivera (Holdings) Limited (“RHL”) held the entire interest.
Therefore, Shine Trip Limited, Superwell Development Limited and RHL were

interested or were taken to be interested in those shares pursuant to the SFO.

Details of the interest taken to be held by RHL under the SFO are set out in Note (A)
to the above paragraph headed “Directors’ Interests and Short Positions in Securities”

in this Report.

371,380,945 (33.36%)
159,500,465 (14.33%)
97,664,265 (8.77%)

$5 3% 42 [ 47 R /> 7] ) E-Shares Investments Limited F 7%
Bl fe A Jy NGR4T AN 2 B B %
R EHA > Wt - IR GRS R ERED > 5%
B 2 AR v FBC R 2 R A A 58 A T R 2 [
P B IR ] —H T 2 W LR R
1 R — AR

RFEE TR ety R > 146,418,677 HI B R A RS
AERRR o mBARA R AR EERARA LA
B 2 T o T A A PR R (T ) AT 45
BLATHEL - I > MR GBS R BRG] - 5
JEATRRAA R ~ o B JAT B 7 B [ TRAT Bl 2
FEA w2 % My 2 B2 o

A VT R Gt o S0 B0 91 A 4 B R
MORET - OB AS A 38 P A R A [T 2 R 2
1 Bk ] — W Z MR (A -
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Save for the above interests, the Directors of the Company are not aware
of any person (other than the Directors of the Company) who had,
directly or indirectly, interests or short positions in the total issued share
capital and the underlying shares of the Company and those interests or
short positions were required to be recorded in the register kept under

Section 336 of the SFO as at 31st December, 2004.

MANAGEMENT CONTRACTS
No contracts for the management and administration of the whole or
any substantial part of any business of the Company were entered into

or subsisted during the year ended 31st December, 2004.

FINANCIAL SUMMARY

A summary of the results and financial position of the Group for the

preceding five financial years is set out on pages 118 and 119.

AUDITORS
The financial statements of the Company for the year have been audited
by Messrs Deloitte Touche Tohmatsu who were the Auditors of the

Company for the preceding three financial years.

They will retire at the conclusion of the forthcoming annual general
meeting of the Company and, being eligible, offer themselves for re-

appointment.

CORPORATE GOVERNANCE

Model Code for Securities Transactions by Directors

The Company has adopted its own code of practice for securities
transactions by the Directors on terms no less exacting than the standard
of the Model Code set out in Appendix 10 to the Listing Rules. Having
made specific enquiry of all Directors, the Company confirmed that they
have complied with the required standard set out in both codes

throughout the year.
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Code of Best Practice
In the opinion of the Board, the Company has complied with the Code
of Best Practice set out in Appendix 14 to the Listing Rules then in force

throughout the year ended 31st December, 2004.

Audit Committee

An Audit Committee has already been set up by the Board and is now
composed of Madam Tung Wai Yee, Mr Lu Yao-Tsu and Mr Cheung Siu
Ping, Oscar, who are all Independent Non-Executive Directors of the
Company. The Audit Committee holds regular meetings to review and
supervise the Group’s financial reporting process and internal controls

together with the Auditors.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this Report, the
Company maintains the minimum public float as prescribed by the

Listing Rules.

On behalf of the Board
Tong Albert

Executive Director

Hong Kong, 14th April, 2005
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