Chairman’s Statement

FEHRE
Results

The PRC witness rapid economic growth in 2004, and the Hong Kong
economy is again on the rise. Leveraging on the economic growth in
both places, and thanks to the unrelenting efforts of our entire staff,
the Group was successful in its performance. For the year ended 31
December 2004, the Group recorded turnover of HK$2,000.1 million,
representing a steady increase of 6% from last year, operating profit
amounted to HK$373.5 million, up 28% from last year. Consolidated
net profit increased by 50% from last year to HK$354.8 million. Basic
earnings per share was HK14.29 cents.

Business Review

The property operations recorded steady increase in profit. During
the year, turnover from property sales and investment was HK$1,169.7
million, representing an increase of 3% over the previous year.
Operating profit amounted to HK$355.4 million, up 29% from the
previous year. The property arm of the Group sold a total gross floor
area of 180,000 square metres, of which approximately 140,000 square
metres were attributable to the Group. The total leased area of the
investment properties was over 800,000 square metres. The overall
occupancy rate remained at above 90%. 420,000 square metres were
added to the Group’s land reserve. As a result, the total gross floor
area of the Group’s reserve increased to 2.33 million square metres, of
which more than 1.87 million square metres were attributable to the
Group.

Property management The Group’'s professional property
management companies with well-established brand name in the PRC,
namely Wondershine Residence, Shum Yip Property and Pengji,
managed properties with a total gross floor area of 27 million square
metres. During the year, total management fees income amounted to
HK$239.6 million, representing an increase of 12% over the previous
year. Profit contribution to the Group amounted to HK$13.5 million.
The scope of business expanded to include not only large-scale premium
residential developments, villas and office buildings, but also premises
of provincial and municipal governments and financial institutions,
tertiary institutions, government-planned industrial development zones

and free trade zones.
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The electricity and infrastructure operations performed
satisfactorily. The Group’s investment in electricity and infrastructure
generated a net profit of HK$184.1 million, representing an increase
of 75% over the previous year. The increase was mainly attributable to
the Group's 2004 acquisition of 25% stake in Road King Infrastructure
Limited, a company listed in Hong Kong. During the year, Road King

became a new source of profit growth by contributing a net profit of
HK$92.1 million to the Group.
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The transportation operations profit rebounded. The Group’s
transportation operations recorded turnover of HK$144.8 million, similar
to that of last year. Profit from this sector amounted to HK$11.0 million.

Both the performance and profitability remained normal.

The Group’s subsidiary, Shenzhen Shenkong Industrial (Group)
Company, acquired 15% stake in the “Shenzhentong” project in
Shenzhen, which participated in the development of smart IC cards for
public transport and electronic transaction and toll systems. The
investment provided the transportation operations with new sources

of growth.

The information technology operations grew rapidly. Shenzhen
Topway Video Communications Co., Ltd., in which the Group held a
stake, had a stable business growth during the year, accomplishing an
increase of cable television users of 87,000 to a total of about 600,000.
56,000 new users subscribed to its cable broadband services, increasing
the total number of users to 90,000. The company contributed a net
profit of HK$20.6 million to the Group, up 46% from the previous

year.

Favourable financing arrangements accelerate development.
During the year, an arrangement was entered into between the
Company and five leading bankers (including HSBC) in respect of a
US$100 million syndicated loan. The financings will not only reduce
the finance costs of the Group but will also further improve its loan

structure.
Prospects

Hong Kong and the PRC are expected to witness an economic growth
of 4.5%-5.5% and approximate 8% respectively in 2005. Economic
progress in both places, coupled with favourable market conditions,
will enable the Group to maintain stable development and create further

business opportunities.
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Looking forward, the Group anticipates the core property business to
continue its healthy development. During the year, the Group had a
gross floor area of 912,600 square metres under development or under
planning. Properties available for sale include Shum Yip Coast in Baoan,
Prosperous City and Azure Mangrove Garden Phase Il, which were large-
scale premium residential developments, as well as modern office and
commercial buildings such as IT Square Phase Il, Jizhi Centre, Tianan

Panyu Hi-Tech Ecological Park and Shum Yip Logistics Tower.

The Group adheres to the principle of prudence while vigorously
developing its property operations by expanding its land reserve. In
addition to consolidating and enhancing the performance of its property
operations in Shenzhen, the Group will steadily penetrate inland, where
it plans to develop large-scale residential community developments and
technology parks.

The Hong Kong Disneyland will open in 2005. This much-anticipated
event will further stimulate the growth of in bound mainland tourists
to Hong Kong, directly benefiting the transportation and related
industries in both Hong Kong and the PRC, and creating new markets

and opportunities for the Group's transportation operations.

The Group will continue to develop its core operations and seek new
investments in resources and infrastructure, while maintaining the
steady growth of the performance and profitability of its power and

infrastructure operations.

The Group maintains prudent in its investments and financial affairs. It
will further implement the management and regulatory solutions
designed by McKenzie & Company, in order to raise its professional
management standards, reduce its operating costs, enhance its core
competitiveness and boost its financial efficiency. As such, the Group
aims to generate higher return for shareholders. The Board is fully

confident of the Group’s development prospects.

In line with its principle of conducting business in a practical, efficient,
proactive and prudent manner, the Board will make every effort to

maintain the Group’s healthy development.

B ARBEMMER D EBBRERIFRREER
FA- EEERNFEFFIER REMREE .26
BY K AIHENEERELRENFR BEHE
B BBABE —MEANSHETHER AR
RMEES -8 £8F 0 BFEMKE REVMRAE
SHEARD AEME-

SEMERGERFEERMEENERRA E—P1E
M EREE EEE RIDRIEDSNEE
MR AARMRRERALEROETER LR
R B [ 2 o

FN HBXBEMNBR BT ELEEXNIRAZE

HE— FRUSE A A B IR A SIS & - < MR
FERSHEBTEEREESE LAKEEREY
EREHO TSNS -

SERLEREZOEBOAR ERFRAER
AR B KEMNBNREIERNFRR BERZR
HHERE EERKRERRB-

SEBESRRIRE BEEMORA £-FEE
BEHRAARHNENEENR REEXR(CEEKFE
PRARAR AN - SR TR0 B 58 70 - SR INAR B Al et - A

REREFNE R EEGHAKEARKAERMA
BIUMIE D
EXERRABERR BERENKEES B

REARENERER



Chairman’s Statement FERE

Appreciation
On behalf of the Board, | would like to extend my gratitude to all

shareholders, the public and employees of the Group for their unfailing

support, assistance, service and dedication.

Hu Aimin

Chairman

Hong Kong, 15 April 2005
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