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Business Review

The Group achieved turnover of HK$2,000.1 million
for the year 2004, representing an increase of 6%
over that of the previous year. Profit from operating
activities amounted to HK$373.5 million, 28% up
from the previous year. Consolidated net profit was
HK$354.8 million, representing an increase of 50%
over last year. The basic earnings per share was
HK14.29 cents.
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Based in Hong Kong and Mainland China, the Group took advantage
of the opportunities presented by the rapid economic growth in both
places in 2004, receiving a significant boost to the performance of its

operations.
Property Operations

The overall performance of the Group’s property operations remained
stable 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.

During the year, the Group completed properties with a total gross
floor area of 283,000 square metres. In addition, the Group also sold a
total gross floor area of 180,000 square metres, of which approximately
140,000 square metres were attributable to the Group. Sales income
was HK$890.3 million, which was roughly on the same level as that of
last year. Operating profit amounted to HK$202.3 million, up 46%
from the previous year.
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Property on sale primarily consisted of Azure Mangrove Garden Phase
I, Wonder Peak Court, Pengsheng Garden and Prosperous City, which
were premium residential properties or white-collar apartments, as well
as hi-tech commercial office buildings such as Cloud Pine Building and

Tianan Hi-Tech Venture Centre.

The property investments business generated a turnover of HK$279.4
million, representing an increase of 18% from the previous year.
Operating profit amounted to HK$153.1 million, up 12% from the
previous year. The total leased area of the investment properties was
over 800,000 square metres. The overall occupancy rate remained at
above 90%.

During the year, 420,000 square metres were added to the Group’s
residential land reserve. As a result, the total gross floor area of the
Group's reserve increased to 2.33 million square metres (including 1.77
million square metres for residential purpose and 0.56 million square
metres for logistics and industrial purposes), of which more than 1.87

million square metres were attributable to the Group.
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The development of Shenzhen's real estate market was healthy and
stable in 2004, demonstrated by a steady rise in the demand for
commodity flats and better balance between supply and demand. The
average price of residential commodity flats in Shenzhen increased

steadily by 5.3% over the previous year.

In Shenzhen, the policy of tightening grant of new residential land will
remain in place in 2005, and the area of new grants will be less than
100 hectares. The economic and population growth of Shenzhen will
keep the demand for residential properties at a high level and maintain
a proper balance between supply and demand. Property sales volume
in Shenzhen in 2005 is expected to be on par with that of 2004, with
the price rising at a reasonable pace. Property prices in the districts of
Baoan and Longgang, in particular, will see further increase as a result
of accelerated urbanization.

Shum Yip Coast, the Group’s large-scale water front residential
community development in Baoan new downtown, has a total gross
floor area of 450,000 square metres, of which 140,000 square metres
of phase one will be launched for sale in the first half of 2005. In view
of the enthusiastic response to the promotion campaign, the

development is expected to generate satisfactory returns to the Group.
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Property Management

During the year, the Group’s professional property management
companies managed properties with a total gross floor area of over 27
million square metres. Total management fees income amounted to
HK$239.6 million, representing an increase of 12% over the previous
year. Operating profit contribution to the Group decreased from the
previous year to HK$13.5 million. The decrease was mainly attributable
to the low initial occupancy rate of new properties under management
during the year, as a result of which economy of scale could not be
immediately achieved. The profitability of this sector is expected to
improve gradually as occupancy rate increases.

The Group's professional property management companies, namely
Wondershine Residence, Shum Yip Property and Pengji, secured
customer loyalty by capitalizing their respective strengths such as
stringent management and immaculate services. They demonstrated
strong competitiveness by successfully securing property management
contracts in bidding exercises. These companies have also expanded
their penetration to key cities such as Changsha, Nanjing, Dongguan
and Wenzhou. Properties under management ranged from large-scale
premium residential development, villas and office buildings to premises
of provincial and municipal governments and financial institution,
tertiary institutions, government-planned industrial development zones
and free trade zones, as well as large-scale shopping malls.

Shum Yip Property Management Team FZE¥EEEHE
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Yueliangwan Power Plant of Shenzhen Mawan Power Company #IIIEEE H AT 2 A EER

Infrastructure Investment

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. Road King invests in a number of toll
highways and bridges in the PRC, which benefited from the rapid
economic growth and increase in the number of car owners.
Accordingly, the traffic flow of its operating ventures recorded
significant growth over last year and resulted in satisfactory performance
and profitability. 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.

Shenzhen Mawan Power, an investment entity of the Group,
contributed a net profit of HK$92.0 million, down 12% from the
previous year. During the year, demand for electricity in Guangdong
Province and Shenzhen Municipality continued to grow with their stable
economic growth. Both volume and income of electricity sales stayed
roughly at last year's level. Nevertheless, the company’s profit has
reduced due to rising coal prices and the resulting increase in production
cost.

In 2005, the PRC economy will continue to grow at a high speed. It is
expected that operating income from toll roads will keep rising in a
steady manner. The ongoing economic growth in Guangdong Province
and Shenzhen Municipality means that tension in electricity supply will
remain. However, the power industry suffered much pressure from rising
coal prices, and the profitability of this sector is expected to be similar
to last year.
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PROPERTIES COMPLETED DURING 2004
—EENERTYR

Interest attributable

Project Name Location Usage to the Group
HEH BB & A =
Wonder Peak Court Shenzhen Residential
BEERI #IYI E=E 100.00%
Azure Mangrove Garden Phase Il Shenzhen Residential
ERABE_H el % 51.00%
Cloud Pine Building Shenzhen Industrial
EMKNE 3l I% 51.00%
IT Square Phase Il Shenzhen Factory
BIFT R E S — 8 el 5= 25.50%
Tianan (Panyu) Hi-Tech Venture Centre Panyu Industrial
Rz (BB BHRAIZEH L & I% 25.50%
Block 12 and 13 of Yangguang Garden Phase Il Shenzhen Residential
St ieE —HA12 - 131 il T 100.00%
PROPERTIES UNDER DEVELOPMENT DURING 2004
“ETNEERYFE

Interest attributable
Project Name Location Usage to the Group
HEH BB it & Jizk=s =
Shum Yip Coast Phase | Shenzhen Commercial/Residential
REMFRE—H il i) 100.00%
Sea Pine Building Shenzhen Factory
=2/ YN il B 5 51.00%
Jizhi Centre Shenzhen Office
SERE il /N 100.00%
Project 119 Phase | Shenzhen Residential
11915 8 —Hf el F= 29.00%
Block 15 and 16 of Yangguang Garden Phase Il Shenzhen Residential
B feE — 5015 - 161K wIYI F= 100.00%
Prosperous City Shenzhen Commercial/Residential
2 3uniEpE #IYI [ 50.00%
Shum Yip Logistics Tower Shenzhen Logistics
REDRKE sl i 51.00%

PROPERTIES UNDER DEVELOPMENT SCHEDULED TO COMMENCE IN 2005 AND 2006

—EZRAERSEEAFHERIYE

Interest attributable

Project Name Location Usage to the Group
HEER #h & A £
Shum Yip Coast Phase |l Shenzhen Residential
IRFEEAR 3l TF= 100.00%
Huizhou Linchangshan Project Shenzhen Residential
BINMIZILIEE #IYI (Ec 100.00%
Luofang 311 Project Shenzhen Residential
BF3111EB #IYI (Eac 100.00%
Luofang 189 Project Shenzhen Residential
#75 18918 B il F=x 100.00%
Yangguang Garden Phase |lI Shenzhen Residential
%y iEE =5 R E=E 100.00%
Golf Seaview Garden Phase lI Shenzhen Residential
= RAEREE = el = 25.50%
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Gross floor area

EEEENRED T

Area attributable
to the Group

(sq.m.) (sq.m.)
EEERER REER
(FFK) (FFK)

27,043.00 27,043.00
54,000.00 27,540.00
66,011.94 33,666.09
83,600.00 21,318.00
24,361.50 6,212.18
28,513.25 28,513.25
283,529.69 144,292.52

Gross floor area

Area attributable
to the Group

(sq.m.) (sq.m.)
EEEE ERER
(FFK) (FFHK)

145,000.00 145,000.00
139,660.62 71,226.92
24,000.00 24,000.00
143,844.00 41,714.76
46,461.06 46,461.06
155,557.00 77,778.50
18,005.00 9,182.55
672,527.68 415,363.79

Gross floor area

Area attributable
to the Group

(sq.m.) (sq.-m.)
EEmME = EE
(FAK) (F7K)

122,170.00 122,170.00
331,280.00 331,280.00
68,300.00 68,300.00
38,000.00 38,000.00
24,000.00 24,000.00
147,800.00 37,689.00
731,550.00 621,439.00

Expected year
of completion

AFRIFE

2005
2006
2006
2006
2005
2005
2005

Expected year
of completion

BARIFE

2006
2008-2009
2006
2006
2006
2007
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Management Discussion and Analysis

Transportation Operations

Overcoming adverse circumstances such as intensified competition and
rise of operating costs, the Group’s transportation operations recorded
turnover of HK$144.8 million during the year, 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 Winglee Cross Border Bus
Company Limited, benefited from the rapid economic recovery in Hong
Kong and the increased number of passengers commuting between
Shenzhen and Hong Kong. As a result, it recorded an increase in
operating income compared with the previous year. During the year,
the company set up three new cross boundary passenger routes, which
will soon commence operation.

In January 2005, Shenzhen Shenkong Industrial (Group) Company, a
subsidiary of the Group, 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 number of mainland tourists to Hong Kong is expected to increase
following the scheduled opening of Hong Kong Disneyland in 2005.
This will speed up economic flow between Hong Kong and Shenzhen.
The Group will place greater effort on cost control, so as to minimize
the adverse impact brought by rising fuel prices. It will actively seek
new development opportunities that would enhance its operating
efficiency and profitability. The Group anticipates to maintain steady
growth in its transportation operations.

Bus fleet
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Information Technology

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 for the Group, up 46%

from the previous year.
Manufacturing

During the year, turnover of HK$375.7 million was derived from the
Group's industrial manufacturing arm, representing an increase of 16%
over the previous year. Thanks to improved operating efficiency, the
sector returned to profit from the substantial loss last year with an
operating profit of HK$3.1 million. It was mainly attributable to the
increase in sales brought by revival of the industry, as well as improved

internal cost control and other management measures.
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Financial Position

As at 31 December 2004, the Group maintained a sound financial
position, with its net assets amounting to HK$3,712.6 million (2003:
HK$3,371.1 million), net assets per share amounting to HK$1.50 (2003:
HK$1.38), representing a growth of 9%, cash on hand amounting to
approximately HK$3,384.6 million (2003: HK$2,580.4 million), and total
borrowings amounting to HK$4,872.0 million (2003: HK$3,698.3
million), among which HK$2,813.8 million was long-term portion (2003:
HK$2,350.6 million). The ratio of net borrowings to net assets was
40.1% (2003: 33.2%), representing an increase of 21%.

The majority of the Group’s revenues, expenses and cashflow are
denominated in RMB as most of the Group’s operating businesses are
located in the PRC. Assets and liabilities of the Group are mostly
denominated in RMB and US Dollars. As such, the Group has limited
foreign exchange exposure. No instrument has been applied for hedging

purposes during the year.
Liquidity

On 2 April 2004, an arrangement was entered into between the
Company and five leading bankers (including HSBC) in respect of a
US$100 million fixed-term syndicated loan. The loan is for a term of
five years, repayable on a one-off basis on the maturity date and is
interest-bearing at LIBOR plus 63 basis points, representing a record
low lending rate which was the same as the arrangement entered on
19 August 2003 for the Company. The loan will be used as general
working capital. The financing will not only reduce the finance costs of

the Company, but will also further improve its loan structure.
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Material Acquisition of Associate

On 19 January 2004, the Company entered into a sale and purchase
agreement with Stagecoach Group plc, a limited liability company
incorporated in Scotland, the shares of which are listed on the London
Stock Exchange, and Stagecoach Asia Limited, a limited liability company
incorporated in Scotland, being a wholly owned subsidiary of
Stagecoach Group plc and an independent third party, to acquire a
25% equity interest in Road King Infrastructure Limited, a limited liability
company incorporated in Bermuda, the shares of which are listed on
the Main Board of the Hong Kong Stock Exchange for a consideration
of approximately HK$730 million, resulting in negative goodwill on

acquisition of approximately HK$453 million.

Details of the sale and purchase agreement are set out in the Company’s

announcement dated 9 February 2004.
Other Matters

With reference to note 37 (iii) (2) to the Company’s financial statements,
the arbitration relating to the Company’s subsidiary was heard on 21
March 2003 and the award was delivered in June 2004. According to
the arbitration award, the Company’s subsidiary is required to pay a
compensation loss and arbitration costs aggregating to RMB25.7 million
(equivalent to approximately HK$24.2 million). Pursuant to a deed
entered into on 12 February 1997 between the Company and Shum
Yip Holdings Company Limited (“Shum Yip Holdings”), the ultimate
holding company of the Company, Shum Yip Holdings is required to
indemnify the Company and such indemnification has been approved
by the board of Shum Yip Holdings on 9 July 2004.

Purchase, Sale or Redemption of the
Company'’s Securities

During the year, neither the Company nor any of its subsidiaries had

purchased, sold or repurchased any of the Company’s listed shares.
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Capital Structure

As at 31 December 2004, Shum Yip Holdings Company Limited, the
parent company of the Company, held approximately 55.94% interests

in the Company as the major shareholder.

During the year, a total of 38,120,000 share options were exercised at
the price of HK$0.595 or HK$0.665 each.

Accordingly, the issued share capital of the Company increased from
2,444,293,966 shares as at the beginning of the year to 2,482,413,966
shares as at 31 December 2004.

Headcount and Remuneration

As at 31 December 2004, the Group had a total of 9,320 employees,
29 of whom, mainly administration and finance staff, are based in Hong
Kong whilst 9,291 are stationed in the PRC.

Employees of the Group are remunerated based on their individual
performance, professional qualifications, experience in the industry and
relevant market trends. The management regularly reviews the Group’s

remuneration policy and appraises work performance of its staff.

Employee’s remunerations include salaries, allowances, medical benefits
and mandatory provident fund. Depending on the performances of
individual staff members and the Group’s results, employees may be
granted bonus in monetary terms or granted share options under the

Group’s share option scheme.
Internal Management

The Group operated in strict compliance with the laws and regulations
of the respective places of incorporation of the Company and its
subsidiaries. Management and regulatory solutions designed by
McKenzie & Company for the Company were implemented to enhance
the Group’s capability in financial management and control, investment
management and control and human resources management, and to

continually improve the transparency of the management of the Group.
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Property Portfolio
MEEEDEE

Usage

A&

THE GROUP'S SHARE OF GFA (sq.m.) ZAEBEREMEZEEEE (FHXK)

M Shop 4 191,612.22 5.30%

m Office EF1& 40,529.70 1.12%

m Commercial and residential &, 1% 19,601.45 0.54%

M Residential ¥ 2,460,786.55 68.00%

® Industrial T % 852,746.51 23.56%

W Carpark £ E15 53,419.92 1.48%
3,618,696.35 100.00%

Occupation

HAER

THE GROUP'S SHARE OF GFA (sq.m.) ZAEBEREMEZEEEE (FHXK)

M Held for sale #F1EH & W3 215,285.66 5.95%
W Under development % & R ¥ % 701,612.53 19.39%
M Held for future development IF1ER R IR E  2,054,884.14 56.78%
M Held for investment 35 1E1% & 13 643,365.85 17.78%
M Held under agreement 5 {1E& #J 3,548.17 0.10%

3,618,696.35 100.00%
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