Report of the Directors EE & | &

The directors have pleasure in submitting their annual report together
with the audited financial statements for the year ended 31 December
2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are set out

in note 16 on the financial statements.

The analysis of the principal activities and geographical locations of
the operations of the Company and its subsidiaries (“the Group”) during

the financial year are set out in note 13 on the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively during

the financial year is as follows:

The largest customer BREF

Five largest customers in aggregate HREF &5
The largest supplier e K A3 JE

Five largest suppliers in aggregate HR AL A R

At no time during the year have the directors, their associates or any
shareholder of the Company (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) had any interest
(as defined in the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing Rules”)) in these

major customers and suppliers.
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CONNECTED TRANSACTION

On 21 March 2003, the Company entered into an agreement with China
Everbright Technology Limited (“CE Technology”) whereby the
Company has agreed to sell and CE Technology has agreed to purchase
the entire 100% interests in the share capital of each of Bright Merit
Investments Limited and Tung On Assets Limited, which in aggregate
held an attributable interest of approximately 77.12% interest in
Everbright Timber Industry (Shenzhen) Co., Ltd.,
consideration of HK$7,000,000. The transaction, which constituted a

for a cash

connected transaction as defined by the Listing Rules, was announced
by way of a press announcement by the Company on 24 March 2003
and was completed on 28 March 2003.

DISCLOSEABLE TRANSACTION

On 4 November 2003, the Company announced that on 1 November
2003:

(1) EB-VW HK Holding Company Limited (“EB-VW?”, a subsidiary
of the Group and formerly known as Eagle Choice Investment
Limited) entered into a project company joint venture contract
with Qingdao Municipal Drainage Company (“Qingdao
Drainage”) to form a project company, Qingdao EB-VW Waste
Water Treatment Co. Ltd.

(ii) China Everbright Environmental Protection Investment Limited

(“CE Environmental”, a subsidiary of the Company) entered
into an operation company joint venture contract with Veolia
Water and Qingdao Drainage to form an operation company,
Qingdao Veolia Water Operating Company Limited (“Qingdao
Veolia”).

(iii))  Veolia Asia unilaterally signed a letter of undertaking in favour
of CE Environmental and EB-VW, subject to certain conditions,

for the acquisition of shares in EB-VW and Qingdao Veolia.

The transaction constituted a discloseable transaction as defined by
the Listing Rules and was announced by way of a press announcement
by the Company on 4 November 2003. Details of the transaction have
been included in the circular to shareholders dated 25 November 2003.
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REDUCTION OF SHARE PREMIUM ACCOUNT

On 5 January 2004, the Company announced its intention to put forward
a proposal for the reduction of the Company’s share premium account
by the sum of HK$2,372,172,824 (i.e. accumulated losses of the
Company as at 30 September 2003) and the same amount of credit
arising from such reduction be applied towards the elimination of the
accumulated losses of the Company. Details of the proposal for the
reduction of share premium account have been included in the circular
to shareholders dated 8 January 2004. The reduction of share premium
account, which was approved by the shareholders at the extraordinary
general meeting held on 2 February 2004, had been confirmed by an
order made by the High Court of Hong Kong on 2 March 2004 and
became effective upon registration of the said order by the Registrar

of Companies in Hong Kong on the same date.
FINANCIAL STATEMENTS
The profit of the Group for the year ended 31 December 2003 and the

state of the Company’s and the Group’s affairs as at that date are set

out in the financial statements on pages 56 to 144.

The directors do not recommend the payment of any dividend in respect

of the year ended 31 December 2003 (2002: HK$N:il).

FIXED ASSETS

Details of the movements in fixed assets during the year are set out in

note 14 on the financial statements.

SHARE CAPITAL

Details of share capital of the Company are set out in note 31 on the

financial statements.

RESERVES

Details of the movements in reserves of the Group and of the Company

during the year are set out in note 32 on the financial statements.

HI R AR 10 5 2 AR

A B FPNAE— H L H A 7l A A R
= N[ I N/ ) o i ol [l
2,372,172,8247C (RIA A R # E —FF =4F
A=+ R Z BatER) - 51 ) R 0
1 1 T B AE 2 [R] — BORE O TR 4 HE P 4K 8
AT 2 Bt E 1R - B EUR  E IR R
FEHER —ERNE-ANANHHETREZ
58 PR AT o 1)U 3 (B R R TH B B F Y
TR ZH AT 2 BRI R B B R R
e W Z BT AE = H — H R &S
FBEAE A T AR R R A A " #E R H
[ /NI [ L e Tl 0 £ RO A S

R

AEERE _FZ=4FT+_HA=+—HIt
FEREZ B LKA A BLAS SR H R a% H 2
W EGIR BUHOR 26 T N H 2= — i A
HZ B #wEA -

FEGAERABE _FE=F+_H=
+— HILEEREEMRE (CZFE 4
ML) o

BE&EE

T A A BE A [ A2 E 2 5 W R S
e

AN

ARG A 2 AR A O P 5 R B R =

— o

&t

A AR ] B A RS AR A TR Al 2 5 )
5 R B R MR = e

33



34

Report of the Directors EE & R &

DIRECTORS

The directors during the financial year and up to the date of this report

were:
Executive directors

Wang Mingquan, Chairman
Li Xueming, Vice-chairman
(appointed on 25 June 2003)
Chen Xiaoping, Chief Executive Officer
Fan Yan Hok, Philip, General Manager
Huang Chaohua
Wong Kam Chung, Raymond
Chen Shuang
Zhang Weiyun

Independent non-executive directors

Sir David Akers-Jones
Lee Ka Sze, Carmelo

Li Kwok Sing, Aubrey

In accordance with articles 73, 77, 78 and 79 of the Company’s Articles
of Association, Messrs. Wang Mingquan, Li Xueming, Chen Xiaoping
and Sir David Akers-Jones retire from the board at the forthcoming
annual general meeting and, being eligible, offer themselves for re-

election.

The independent non-executive directors are subject to retirement in
accordance with the Company’s Articles of Association as indicated

above.
DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has an unexpired service contract which is not determinable
by the Company or any of its subsidiaries within one year without

payment of compensation, other than normal statutory obligations.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND

DEBENTURES

At 31 December 2003, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares
and debentures of the Company, its holding company, subsidiaries and
other associated corporations (within the meaning of the Securities
and Futures Ordinance (“SFO”)) at that date as recorded in the register

of directors’ and chief executives’ interests and short positions required

Report of the Directors EE & | &

to be kept under section 352 of the SFO are as follows:

()

Long position in underlying shares of equity derivatives of (i)

the Company

Name of director

EEnA

Wang Mingquan

Li Xueming

Chen Xiaoping

Fan Yan Hok, Philip
Huang Chaohua

Wong Kam Chung, Raymond
Chen Shuang

Zhang Weiyun

Sir David Akers-Jones
Lee Ka Sze, Carmelo
Li Kwok Sing, Aubrey
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Nature of

interest

BEME

Personal i A
Personal 1 A
Personal i A
Personal 1 A
Personal i A
Personal 1 A
Personal 1A A
Personal 1 A
Personal 1A A
Personal 1 A
Personal 1A A
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Number of equity

derivatives held
(share options)
BERKTE
TRE¥RA
(B8 R %)

25,400,000
18,000,000
18,000,000
10,000,000
9,000,000
9,000,000
4,000,000
4,000,000
1,000,000
1,000,000
1,000,000

Number of

underlying shares

(ordinary shares)

HBEROBE
(BER)

25,400,000
18,000,000
18,000,000
10,000,000
9,000,000
9,000,000
4,000,000
4,000,000
1,000,000
1,000,000
1,000,000
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Percentage

Bl

1.00%
0.71%
0.71%
0.39%
0.35%
0.35%
0.16%
0.16%
0.04%
0.04%
0.04%
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(ii) Long position in underlying shares of equity derivatives of
China Everbright Limited (“CEL”), an associated

corporation of the Company

EENTETHAEREZRH HE
BOREFEZRARE (#)

(i) RAEQXFZBBELXITHTEXKRER
BRAF ([RARER]) HEARADKR
KTETRAZHER

Number of equity

derivatives held

Nature of
Name of director interest
BEEpgg ERng

Wang Mingquan T Personal i A

All the above underlying shares of equity derivatives (being unlisted
and physically settled) were beneficially owned by the directors
concerned. The percentage shown was calculated based on the
respective number of issued shares of the Company and CEL as at 31

December 2003.

Further details relating to the options granted to the directors and
chief executive of the Company are set out in the section “Share option

scheme” below.

Apart from the foregoing, none of the directors and chief executive of
the Company or any of their spouses or children under eighteen years
of age has interests or short positions in the shares, underlying shares
or debentures of the Company, any of its holding company, subsidiaries
or other associated corporations, as recorded in the register required to
be kept under section 352 of the SFO or as otherwise notified to the
Company pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies.

(share options)

Number of

underlying shares

BEERAX (ordinary shares)

TEIEZE HERGEE Percentage
(BARRE) (BEBR) Bok
9,000,000 9,000,000 0.58%
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SHARE OPTION SCHEME

On 26 May 2003, the shareholders of the Company approved the
termination of the share option scheme adopted by the Company on 30
September 1993 (“1993 Share Option Scheme”) upon the new option
scheme (“2003 Share Option Scheme”) becoming effective.

1993 Share Option Scheme

The Company had a share option scheme which was adopted on 30
September 1993 whereby the directors of the Company were authorised,
at their discretion, to invite employees of the Group, including directors
of any company in the Group, to take up options to subscribe for
shares of the Company. For options granted before 1 September 2001,
the exercise price of options was determined by the board and was the
higher of the nominal value of the shares and 80% of the average of
the closing prices of the shares on The Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) for the five business days immediately
preceding the date of the grant. For options granted on or after 1
September 2001, the exercise price of options was the highest of the
nominal value of the shares, the closing price of the shares on the
Stock Exchange on the date of grant and the average closing price of
the shares on the Stock Exchange for the five business days immediately
preceding the date of grant. The options were exercisable six months
after the date on which the options were granted for a period up to ten

years or 29 September 2003, whichever was earlier.
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SHARE OPTION SCHEME (continued)
1993 Share Option Scheme (continued)
During the year, movement of the options (which were unlisted and

registered in the name of the director who is the beneficial owner)
granted under the 1993 Share Option Scheme are as follows:

No. of options
outstanding

BIRERS (&)
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JBcHE (CHCSIf fie b Tl - Sl DL o 2 4 8 5T T
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at the No. of options
beginning  No. of options  outstanding at Period during
of the year lapsed during the year end which options
£9 the year FR exercisable  Exercise price
HATEZ ERXHZ MARTHEZ  Date granted B E per share
BREHA BREHA BREHE REBH AT BRAKE
Director
Bz
Fan Yan Hok, Philip BRI 2,000,000 (2,000,000) - 1 November 1 May 1998 to HKS$2.23
1997 29 September #2230
—ftE 2003
t—H—H —“RAANE
TA—HZE
“3%=
A=A

No option was granted, exercised or cancelled under the 1993 Share

Option Scheme during the year.

2003 Share Option Scheme

The Company has a new share option scheme which was adopted on
26 May 2003 whereby the directors of the Company are authorised, at
their discretion, to invite employees of the Group, including directors
of any company in the Group, to take up options to subscribe for
shares of the Company. The exercise price of options is the highest of
the nominal value of the shares, the closing price of the shares on the
Stock Exchange on the date of grant and the average closing price of
the shares on the Stock Exchange for the five business days immediately
preceding the date of grant. The options are exercisable six months (or
a later date as determined by the directors of the Company) after the
date on which the options are granted for a period up to ten years or

25 May 2013, whichever is earlier.
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SHARE OPTION SCHEME (continued)

2003 Share Option Scheme (continued)

Securities available for issue under the 2003 Share Option Scheme as
at 31 December 2003 were 254,831,170 shares (including options for
109,400,000 shares that have been granted but not yet lapsed or
exercised which represented 4.29% of the issued share capital of the
Company at 31 December 2003). In respect of the maximum entitlement
of each participant under the 2003 Share Option Scheme, the number
of securities issued and to be issued upon exercise of the options
granted to each participant in any 12-month period is limited to 1% of

the Company’s ordinary shares in issue.

Offer of an option shall be deemed to have been accepted when the
letter comprising acceptance of the option duly signed by the grantee
together with a remittance of HK$1 is received from 28 days from the
date of offer. The 2003 Share Option Scheme will be expired on 25
May 2013.

At 31 December 2003, the directors and employees of the Company
had the following interests in options to subscribe for shares of the
Company (market value per share at 31 December 2003 is HK$0.325)
granted at nominal consideration under the 2003 Share Option Scheme
of the Company. The options are unlisted. Each option gives the holder
the right to subscribe for one ordinary share of HK$0.1 each of the
Company.
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SHARE OPTION SCHEME (continued)
2003 Share Option Scheme (continued)

No. of options
outstanding
at the
beginning  No. of options
of the year granted during
£4 the year
WAz FRAREZ
BREZE BREHA

Directors

£

Wang Mingquan Ej - 12,700,000

- 12,700,000

BRESE )

—RE-FRERETE (H)

No. of options
outstanding at
the year end
FR
ERTEZ  Date granted
BREHE REAH

12,700,000 29 September
2003

S

fLAZ+H

12,700,000 29 September
2003
~RR=E

e

AAZ+H A

Period during
which options
exercisable
BRE
AT

29 March 2004 to
25 May 2013
“RENE

ZA-TMHZE
“%-2f

HAZ+4H

29 September
2004 to

25 May 2013
“ETNE
LAZHARE
e S 2
TAZTHH

Exercise price
per share

BRTHEE

HK$0.296
10296 T

HK$0.296
1 #0296 7C

Market value
per share at
date of grant
of options*
RERE
REBM
BRmE*

HK$0.296
10,296 7C

HK$0.296
i #0296 7C



SHARE OPTION SCHEME (continued)

2003 Share Option Scheme (continued)

No. of options

outstanding
at the
beginning  No. of options
of the year granted during
£9 the year
WAz FRAREZ
BREZE BREHA
Li Xueming 4] = 9,000,000
- 9,000,000
Chen Xiaoping BR/NF- = 9,000,000
- 9,000,000
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BRESE )

—RE-FRERETE (H)

No. of options

Market value
per share at

outstanding at Period during date of grant
the year end which options of options*
3 S exercisable Exercise price R RE
BARTEZ  Date granted BRE per share  REAHZ
BREHE REAH ZiTEH  SROEE SRmE
9,000,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25May2013  iEM0296C K 0.2967C

“EEZE “EZENE

JAZFTAR ZHZTARZE

“E-=F

TAZTHH
9,000,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 HEWO02967C 02967

“FE=E 25 May 2013

JLAZ+LH “EEME

MAZFARE

“E-=F

AA-THH
9,000,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25 May 2013 ##0.2060c ¥ %0.2967C

“EEEE “EEME

JAZFTAR ZHAZTARE

—“EF-ZF

AA-THH
9,000,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 EW0296C 02967

“REEE 25 May 2013

LA E “EENE

ARZTAEE

—“E-ZF

TAZTHHA
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SHARE OPTION SCHEME (continued)
2003 Share Option Scheme (continued)

No. of options

outstanding
at the
beginning  No. of options
of the year granted during
£4 the year
WAz FRAREZ
BREZE BREHA
Fan Yan Hok, Philip SR = 5,000,000
- 5,000,000
Huang Chaohua L E - 4,500,000
- 4,500,000

No. of options
outstanding at
the year end
FR

i RATEZ
BREHE

5,000,000

5,000,000

4,500,000

4,500,000

BRESE )

—RE-FRERETE (H)

Period during
which options
exercisable

Date granted ERE
RHAH AT

29 September 29 March 2004 to
2003 25 May 2013
“EERE “EENE
AAZTAE ZAZtAHEE
e S 2

AHZTEA

29 September 29 September
2003 2004 to
“REEE 25 May 2013
JAZA A “EENE
AAZHARE

—F-=E

AHZTEA

29 September 29 March 2004 to
2003 25 May 2013
“EFCE “ETNE
AAZFAE ZAZ+AHE
—F-=E

TAZTHH

29 September 29 September
2003 2004 to
“FEEE 25 May 2013
AAZT A “ETNE
RAZHARE

e S 2

TAZTHH

Market value
per share at

date of grant

of options*

Exercise price R E
pershare R A2
SR1TEE SRWE*
HK$0.296 HK$0.296
B0 iEW0.2967C
HK$0.296 HK$0.296
0206 #¥0.2067C
HK$0.296 HK$0.296
0206 W ¥0.2067C
HK$0.296 HK$0.296
BW0.206L 02967



SHARE OPTION SCHEME (continued)

2003 Share Option Scheme (continued)

No. of options

outstanding
at the
beginning  No. of options
of the year granted during
£4 the year
WRTEZ FrRitiz
BREZE BREHA
Wong Kam Chung, ESiL = 4,500,000
Raymond
- 4,500,000
Chen Shuang [E = 2,000,000
- 2,000,000
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BRESE )

—EE-FBERESS ()

No. of options

Market value
per share at

outstanding at Period during date of grant
the year end which options of options*
i3S exercisable Exercise price R E
BARTEZ  Date granted BRE per share  REAHZ
BREHE REAH ZiTEH  SROEE SRmE
4,500,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25May2013  iEM0296C K 0.2967C

“EEEE “ZENE

ABAZ+AH ZAZ+ThHE

“E-=F

TH-THH
4,500,000 29 September 29 September HK$0.296 HK$0.296
2003 200410  iEW0.2967C  HH0.2967C

“REEE 25 May 2013

JLAZ+LH “ZENE

ARAZTAEE

—“EF-ZF

TH-THHA
2,000,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25 May 2013 ##0.2060c ¥ %0.2967C

e % “EZENE

AMAZTHE ZAZTHhHZE

—“F-ZF

TAZFTEH
2,000,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 HEWO0.296C 02967

“FEEE 25 May 2013

LA IE “FENE

AAZFARE

“E-=F

TAZFTHH
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SHARE OPTION SCHEME (continued)
2003 Share Option Scheme (continued)

No. of options

BRESE )

—RE-FRERETE (H)

outstanding Market value
at the No. of options per share at
beginning  No. of options outstanding at Period during date of grant
of the year granted during the year end which options of options*
) the year i3S exercisable Exercise price R E
HATEZ  FARMZ  EMERTEZ  Date granted BRE pershare REAHZ
BREZE BRERE BREXE REAH ZiTEH  SROEE SRWHE*
Zhang Weiyun R - 2,000,000 2,000,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25 May 2013 #H0.206c W 0.29670

“EEEE “ZENE

JBAZ+AH ZAZ+TRHE

R

TH-THH
- 2,000,000 2,000,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 iEW0.2967C  HH0.2967C

“REEE 25 May 2013

A=+ LH “ZENE

ARAZTAEE

—“E-ZF

TH-THHA
Sir David Akers-Jones SRR S 500,000 500,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25 May 2013 ##02060c 029670

“EECE “EZENE

AMAZTHE ZAZTHhHZE

—F-ZF

TA-FTEH
- 500,000 500,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 HWO0.296C  HEH0.2967C

“FEEE 25 May 2013

LA IE “FENE

AAZt AR

“E-=F

TA-FTHH



SHARE OPTION SCHEME (continued)

2003 Share Option Scheme (continued)

No. of options

outstanding
at the
beginning  No. of options
of the year granted during
£4 the year
WAz FRAREZ
BREZE BREHA
Lee Ka Sze, Carmelo FEt - 500,000
- 500,000
Li Kwok Sing, Aubrey ZEHE - 500,000
- 500,000

Report of the Directors EE & | &

BRESE )

—EE-FBERESS ()

No. of options

Market value
per share at

outstanding at Period during date of grant
the year end which options of options*
i3S exercisable Exercise price R E
BARTEZ  Date granted BRE per share  REAHZ
BREHE REAH ZiTEH  SROEE SRmE
500,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25May2013  iEM0296C K 0.2967C

“EEEE “EEME

JAZFTAR ZHZTARZE

“E-=F

AA-THH
500,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 EWO0296C #0296

“REEE 25 May 2013

JLAZ+LH “EEME

ARAZTAEE

—“EF-ZF

AA-THH
500,000 29 September 29 March 2004 to HK$0.296 HK$0.296
2003 25 May 2013 ##0.2060c ¥ %0.2967C

e % “EZENE

AMAZTHE ZAZTHhHZE

—“F-ZF

TAZTHH
500,000 29 September 29 September HK$0.296 HK$0.296
2003 200410 HEWO0.296C 02967

“FEEE 25 May 2013

LA IE “EENE

AAZFARE

“E-=F

TAZTHHA
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SHARE OPTION SCHEME (continued)

2003 Share Option Scheme (continued)

No. of options
outstanding
at the
beginning

No. of options

of the year granted during

£4
HAfTEZ
BRERA

Employees 1 B -

The options granted to directors are registered under the names of the
directors who are also the beneficial owners. The closing price of the

Company’s ordinary shares immediately before the date of grant of

options was HK$0.29.

the year
ERRitiz
BREHA

4,500,000

4,500,000

No. of options
outstanding at
the year end
FR

i RATEZ
BREHE

4,500,000

4,500,000

BRESE )

—RE-FRERETE (H)

Date granted
RHAH

29 September
2003
“ET=F
AAZF 1

29 September

2003
“RE=E

R =

AAZF A

& being weighted average closing price of the Company’s ordinary shares &

immediately before the dates on which the options were granted.

During the year, no option was exercised, lapsed or cancelled under

the 2003 Share Option Scheme.

Period during
which options
exercisable
BRE
AT

29 March 2004 to
25 May 2013
“ZENE
SHZtThAZR
S
THZ+HH

29 September
2004 to

25 May 2013
“ETNE
AAZTNRE
—F-=E
AHZTEA

Exercise price
per share

BRTHEE

HK$0.296
110296 7T

HK$0.296
W 10296 T

Market value
per share at
date of grant
of options*
RERE
REBM
BRmE*

HK$0.296
i #0296 7C

HK$0.296
5 10.2967C

7 2 IR ) DA R 2 i 8 T
55 IR J B AR B A N o AR 2 W 3 2 A e R
e M A2t B U I 2 i T A 2 v W 0.29 T

BV AR 2 ] A e TE SR e I M % 1
Al 2 Ji0 P 349 i i R o

S 04 R o

AF A5 Sl A T S B REAR 4% — T = AR I A



SHARE OPTION SCHEME (continued)

Share Option Scheme of CEL

At 31 December 2003, a director of the Company had the following
interests in options to subscribe for shares of CEL which was granted
under the Share Option Scheme of CEL.

No. of options

outstanding at No. of options

the beginning  No. of options outstanding at

of the year granted during  the year end

3| the year FR

HATEZ FARLEZ HRTEZ

BEREZE BREHE BREZEA

Wang Mingquan F 6,000,000 - 6,000,000
- 3,000,000 3,000,000

Apart from the foregoing, at no time during the year was the Company,
any of its holding companies, subsidiaries or fellow subsidiaries a
party to any arrangement to enable the directors or chief executive of
the Company or any of their spouses or children under eighteen years
of age to acquire benefits by means of the acquisition of shares in or

debentures of the Company or any other body corporate.

The share options granted are not recognised in the financial statements
until they are exercised. The value of the options depends on a number
of factors such as the exercise price, the exercise period, interest rate,
expected volatility and other relevant variables. The directors believe
that any calculation of the value of the options as at the dates they
were granted which are based on a great number of speculative
assumptions would not be meaningful and would be misleading to the
shareholders. Therefore the directors believe it is not appropriate to

state herein the value of options granted.
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BIRERS (&)
WA 2 IR AE

M oFE=ZFF A= —H AL FE#EE
BEAT T F AR B O R 5 B I B T 3 4% W]
0 B O R 2 G A3 . S B A i

Period during
which options
exercisable Exercise price

Date granted BRE per share
R A 2R BROEE
26 June 2002 27 June 2003 to HK$4.36
“EE T 26 December 2005 i #F4.367C
ANAHZTAH —EEZAE
AAZTLtHZ
“ETHE
+ZHZ+~H
7 July 2003 8 July 2004 to HK$2.375
e 7 January 2007 % ¥2.3757C
tHtH ZEEZNE
tAANHZE
“ERTLE
—H+tH

B b SO At 3 A » 8 AR 4F B 1 AT AT IR ] > A
O3 T AR AR e ] B 2 ) B AR R
J&§ 2~ ) 37 48 25 BT ] 2 > B AN Rl 2
ool E AT BOA B AT 7 0 2 2 B AR R
VAN s Sl a3 = R /A R R L
il i A P B 2 A B 2 T A A i o

C % th 2 B A A A7 o U S B 7 B B R
RS o R 2 (B E BRI Z THIN R
FEAT GEAE 7 10~ ) 25 T OB ) 2 HL At Ay
I 58 o B AR A > R T AR M AR L AR
R 0 A A (R S R
H& dOE R o R #3558 2 AN HLAE AE
A 51 A3 i B R 2 R A
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

The Company has been notified of the following interests in the
Company’s issued shares at 31 December 2003 amounting to 5% or

more of the ordinary shares in issue:

China Everbright Holdings B O K AR A BR A A
Company Limited ([DEREMR]) (M)
(“CEH”) (Note)

Note: Out of the 1,758,595,910 shares, 1,758,215,910 shares are held by
Guildford Limited (“Guildford”). Guildford is owned as to 55% by
Datten Investments Limited (“Datten”) and the remaining 45% by CEH.
Datten is wholly-owned by CEH. The remaining 380,000 shares are
held by Everbright Investment & Management Limited (“EIM”), a
wholly-owned subsidiary of CEH. Accordingly, CEH is deemed to be
interested in the 1,758,215,910 shares held by Guildford and the 380,000
shares held by EIM.

Apart from the foregoing, no other interests required to be recorded in
the register kept under section 336 of the SFO have been notified to
the Company.

FERRREMATERSG REER G
THEAECEERAKR

ARNFIERER R _FF =T A=+
— H A AR T O AT 2t fi 2 O 3%
178 3 L5 %k LA | 2 SR A

Ordinary Percentage of total
shares held issued shares
Fris HREE BT
EERH™AE KRHBEDHE
1,758,595,910 approximately 69.01%
#169.01%

Mfat: AE 1,758,595,910/ M #r & > H
1,758,215,910/% J5 B Guildford Limited
([ Guildford]) ##47 > GuildfordJ5 Ff Datten
Investments Limited ( [ Datten|) # 4 55%
JBEHE » FEBR45% RIl i 06 K 48 B R34 < Datten
Bt K&EHZ 2 ENB A A - K%
380,000/ HIl i1 D' K 48 ] 2 4 5 4 JB A
HRBEEEHARAA ([EREEE
) Ao e REMB A EA
Guildford I £ 45 2 1,758,215,9 108 it f4 K
K 4% G B TR AT 2 380,000/ 1% 4

B LSOl & o> A ] S 4 4 28 A KL Al 6
JHL T Bk K R 58 25 0 B I 91 5F 336 A7 B
Z MR 2 b i



DIRECTORS’ INTEREST IN CONTRACTS

No contract of significance to which the Company, its holding
companies, subsidiaries or fellow subsidiaries was a party, and in which
a director of the Company had a material interest, subsisted at the end

of the year or at any time during the year.

Woo, Kwan, Lee & Lo, a firm of solicitors of which Mr. Lee Ka Sze,
Carmelo is a partner, rendered professional services to the Group during

the year and received normal remuneration for such services.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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

purchased, sold or redeemed any of the Company’s listed securities.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company and
the Group as at 31 December 2003 are set out in notes 23, 27(a) and

28 on the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on pages 145 and 146 of the
annual report.

PROPERTIES

Particulars of the major properties of the Group are shown on pages

147 and 148 of the annual report.
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RETIREMENT SCHEMES

The Company provides retirement benefits to all local eligible
employees under an approved defined contribution provident fund (“the
ORSO Scheme”). The ORSO Scheme is administered by trustees, the
majority of which are independent, with its assets held separately from
those of the Company. The ORSO Scheme is funded by contributions
from employees and employers at 5% each based on the monthly
salaries of employees. Forfeited contribution may be used to reduce

the existing level of contribution by the Company.

As from 1 December 2000, the Group also operates a Mandatory
Provident Fund Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment Ordinance and
not previously covered by the ORSO Scheme. The MPF Scheme is a
defined contribution retirement scheme administered by independent
trustees. Under the MPF Scheme, the employer and its employees are
each required to make contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap of monthly relevant income
of HK$20,000.

The employees of the subsidiaries in the People’s Republic of China
are members of the retirement schemes operated by the local authorities.
The subsidiaries are required to contribute a certain percentage of
their payroll to these schemes to fund the benefits. The only obligation
of the Group with respect to these schemes is the required contributions

under the schemes.

The Group’s total contributions to these schemes charged to profit and
loss account during the year ended 31 December 2003 amounted to

HK$701,000.

iR R ET &

Ay BB Ay HOIT A A 4 AR R B R E R
AT SE RN R e KR (TR AR IR R
BlEtE 1) o kSRR ARG 3G 1 5t 3 i 5 FEA
CR R0 25 B SLAR REN) B B> HOE A BUAR 2y
Rl 2 B BT A o R B (R 2 5 ZH I S
AR EE B ] w3 (K 20 B A B B A B
5% o VWP RK AT I AF RS AR 2 7] B AR I8 2

K-

B FRFEFET A —H® A EBEIRRE
F s 5 A B A wT BB 4 2 U R AR
e M5 457 % HL I 26 oK A 366 A6 ik 26 AR AR FT B Ak
I IS - = R i G RN e o |
(MafEaardl]) - mAEash & b B E
FEN B E R FOR IR E AR E TR AR &
wh# - 48 KR B & B ZE 1 sl R Rk
B RBABIA 5%  ARKRASAZ L
PR 25 W 5 20,0007T

N RGN B I A R 2 AR B 2
o BOR B 2 AR AR FH B o 5% 4 KR A R ZH A%
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1E 4F B A 1) B0 46 5T #1042 48 0 3R 5 s
#701,0007C > W B A B IR R K -



FINANCIAL ASSISTANCE TO ASSOCIATE

At 31 December 2003, the Group provided the following financial

assistance to an associate:

Name of company NEIEE

Hong Kong Shanghai WIEERARAH
Development Co Ltd. ([HEEERE])
(“HK Shanghai”) (Note 1) (ffat—)

Notes:

(D) HK Shanghai, a company incorporated in Western Samoa with limited
liability, is a joint venture company between the Company and three
other independent third parties. The Group made the above advances
and guarantee to HK Shanghai in proportion to the Group’s interest in
HK Shanghai, i.e. 25% of the issued share capital of HK Shanghai.

(2) The Group’s advances to HK Shanghai are unsecured and interest free.

The advances were made to HK Shanghai for working capital purposes
and have no maturity dates for repayment. The corporate guarantee
given was in respect of guarantees and undertakings executed by HK

Shanghai to certain banks for end user financing purposes.

The source of funding for such advances is by way of the Group’s

internal funding and bank borrowings.

Save as disclosed above, the Group has no other matters to disclose

under the provisions of Practice Note 19 of the Listing Rules.
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B E D R R 4R A BY
BB ZAE S ] = H o A S M ) B

BAFRMLLT M BCE D)

|

Advance Corporate guarantee
BN DNAER
HK$’ 000 HK$’ 000
T e T T
486,909 245

it -

(—) WEIEEE R Ty — W VY W JEE 55 5k it ST 2
A BRA 1> By AR 8 ] L5 4 = AR A8 ST A
=ML Z A A o AR SR T i L s VR
B T AG HE 25 LU 9] 1) % UE 8 R O
oA > B s 8 5 e B 88 47T AR 2 25% »

() AR 0 ) i 8 % 4 1t 2 A IS 4
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e RS R EEEE 2
o 7 0 22 RO BR o AR Hh 2 20 RS AR T B
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SRATfE 3K
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FINANCIAL ASSISTANCE TO ASSOCIATE (continued)

An extract of the audited consolidated assets and liabilities of HK

Shanghai is set out as follows:

Fixed assets (Note 1) EEEE (Mit—)

Current assets i B & A

Current liabilities Pk =R

Long term liabilities (Note 2) RHAE (i)

Minority interests D B R AR

Net liabilities FREH

Notes:

(D) Fixed assets mainly comprise investment properties and properties under
development.

(2) Long term liabilities mainly comprise bank loans and loans from
shareholders.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code of Best
Practice as set out by the Stock Exchange in Appendix 14 to the
Listing Rules except that independent non-executive directors are not
appointed for a specific term as they are subject to retirement by

rotation in accordance with the Company’s Articles of Association.
AUDITORS
KPMG retire and, being eligible, offer themselves for reappointment.

A resolution for the reappointment of KPMG as auditors of the

Company is to be proposed at the forthcoming annual general meeting.

EEEARRMMEBER (&)

HBEBERZEEGAGHEEAMKR IS
AW

HK$’000
T oo

2,054,600

42,629
(63,950)
(2,114,785)
(10,965)

(92,471)

Wi

(=) R LG R R E Y
E 3

(Z) RWIEECEE @IFRAT SRR

BrHEEATA

A w7 BE AR AR JBE A 3 2R ST gk A i b T AR
SUJ BEF S - 70 O sk 2 o M R < A > e g S O
AT HE BT REA A R 2 2 w) 5 AR A0 AR
B i (L R - TSI JF DA ] A A A 2 A A B
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AUDIT COMMITTEE

The audit committee of the Company comprises Sir David Akers-Jones,
Mr. Lee Ka Sze, Carmelo and Mr. Li Kwok Sing, Aubrey, who are
independent non-executive directors. The audit committee has reviewed
with management the accounting principles and practices adopted by
the Group and discussed auditing, internal control and financial
reporting matters including the review of the audited financial

statements for the year ended 31 December 2003.

By order of the board
Chen Xiaoping
Chief Executive Officer

Hong Kong, 14 April 2004
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