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Report of the Directors EE &R &

The directors have pleasure in submitting their annual report
together with the audited financial statements for the year ended
31 December 2004.

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

For the year ended 31 December 2004, the five largest customers
in aggregate and five largest suppliers in aggregate accounted for
less than 30% of the Group’s turnover and purchases respectively.

CONNECTED TRANSACTIONS

(a) On 16 June 2004, the Company announced that:

(i) On 1 June 2004, Qingdao EB-VW Waste Water
Treatment Co. Ltd. (“Qingdao EB-VW”, a subsidiary
of the Company) entered into an operation and
maintenance agreement with Qingdao Veolia Water
Operating Company Limited (“Qingdao Veolia”, an
associate of the Company”). Pursuant to the
agreement, Qingdao EB-VW will subcontract to
Qingdao Veolia the provision of the operation and
maintenance services in respect of the waste water
treatment plants (“the Plants”) in Qingdao, the People’s
Republic of China (“PRC").
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CONNECTED TRANSACTIONS (continued)

(a)

(continued)

(i) On 1 June 2004, Qingdao EB-VW entered into a
technical assistance agreement with Veolia Water Asia
Limited (“Veolia Asia”, a subsidiary of a minority
shareholder of the Group). Pursuant to the agreement,
Veolia Asia will provide technical assistance to
Qingdao EB-VW in respect of the operation and

maintenance of the Plants in Qingdao, the PRC.

(iii) ~ On 1 June 2004, Qingdao EB-VW entered into a waste
water treatment agreement with Qingdao Municipal
Drainage Company (“Qingdao Drainage”, a minority
shareholder of the Group). Pursuant to the agreement,
Qingdao EB-VW will provide waste water treatment
services and other related service to Qingdao

Drainage on an exclusive basis.

(iv)  On 1 November 2003, Qingdao EB-VW entered into a
lease agreement with Qingdao Drainage. Pursuant to
the agreement, Qingdao Drainage will lease the
facilities related to the Plants to Qingdao EB-VW.

The transactions constituted continuing connected
transactions as defined by the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(“the Listing Rules”) and were announced by way of a press
announcement by the Company on 16 June 2004. Details of
the transactions have been included in the circular to
shareholders dated 8 July 2004.
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CONNECTED TRANSACTIONS (continued)

(b)

On 3 March 2005, Qingdao EB-VW entered into the following
contracts with certain subsidiaries of Veolia Water Systems
S.A. (“Veolia Subsidiaries”, subsidiaries of a minority
shareholder of the Group):

(i) The engineering, procurement and construction
contract, pursuant to which, the Veolia Subsidiaries
and an independent third party will design and
construct the extension facilities of a waste water
treatment plant in Qingdao, the PRC (“the Extension
Facilities”).

(i) The equipment supply contract, pursuant to which, a
Veolia Subsidiary will supply foreign equipment to be
used in the construction of the Extension Facilities.

(iii) The service contract, pursuant to which, a Veolia
Subsidiary will provide offshore basic design, offshore
project management, other technical services, process
guarantee, patent and proprietary provision to be used
in the construction of the Extension Facilities.

The transactions constituted connected transactions as
defined by the Listing Rules and were announced by way of
a press announcement by the Company on 9 March 2005.
Details of the transactions have been included in the circular
to shareholders dated 31 March 2005.

BEXS (#)

(b)

R-_EERF=ZA=ZH 58K
B £ Veolia Water Systems S.A.
= THE2RA (Veolialt B 2~
Al AEEBLHERRZMBEA
BRI T THAR:

(i) TR REBREESR K
It Veoliaff B AR N — %
B E=FRKRTREE
FEEEMEKEERE
FEERE ([HEEFZME]) °

(i HEHRESE-EI —F
Veolialff B 2 &) #5 i fE 12
ERERMTE 2 SN R
e

(i) MRBER B —=F
Veolialfi B A R {5 3L 2 &
R MBIR AR INERR
FHEANEBR B - HEME
MARTS - THR7E - LA KRR
HATEENERMBRE-

PR 5EREERS (EER
ETRAD RARRER-_FF
FF=ZANAZEBREAE T
R BRARZZHRBAR_-F
ZRF=ZA=+—HETBRRZ
3B LK A e



MAJOR TRANSACTIONS

(a)

On 9 July 2004, China Everbright Environmental Protection
Investment Limited (“CE Environmental”, a subsidiary of the
Company) entered into a sale and purchase agreement with
Dynagreen International Holding (Group) Company Limited
(“Dynagreen International”), pursuant to which, Dynagreen
International agreed to sell and CE Environmental agreed to
acquire 1,000 shares of US$1 each in the issued share
capital of Starland Resources Limited (“Starland”),
representing 50% of Starland’s issued share capital, at a
total consideration of RMB11,000,000 (equivalent to
HK$10,368,000). The transaction constituted a major
transaction as defined by the Listing Rules and was
announced by way of a press announcement by the
Company on 14 July 2004. Details of the transaction have
been included in the circular to shareholders dated 5 August
2004.

On 15 December 2004, the Company announced that on 14
December 2004:

(i) the Company entered into an agreement with Kerry
Properties (China) Limited (“Kerry China”) whereby
the Company agreed to sell and Kerry China agreed
to purchase 10% of the issued share capital of Hong
Kong Shanghai Development Co Ltd. (*HK Shanghai”,
then an associate of the Company) and the loan owing
by HK Shanghai to the Company for a total cash
consideration of HK$180,250,000.
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MAJOR TRANSACTIONS (continued)
(b) (continued)

(i) the Company entered into an agreement with Cheung
Kong (China Property Development) Limited (“CK
China”) whereby the Company agreed to sell and CK
China agreed to purchase 15% of the issued share
capital of HK Shanghai and the loan owing by HK
Shanghai to the Company for a total cash
consideration of HK$270,375,000.

The transactions constituted major transaction as defined
by the Listing Rules and were announced by way of a press
announcement by the Company on 15 December 2004.
Details of the transaction have been included in the circular
to shareholders dated 6 January 2005.

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.

FEXRS (#)

(b) (%)

(i) A2 AECheung Kong
(China
Development) Limited
([RIHE]) ATz =
Bl - ARFRBELE
i &L 5 B R B Wi B B
BRISHEETRAR
BRERRBEARAZ
EFRReREBERLERE
#270,375,0007T °

Property

LRZIEREER S (EER
EHRA) RARARR-FE
mE+=ATRAEBREAL
T OA R - B 5 2 #R
“ERERF-ARAHTREZ
A

Hl AR 10 8 2 AR

RZZEZENMF—ARB AQRAMHME
BRIEZE% HRAAFRG BERS
#2,372,172,8247L (1A AR HE=-ZT
E=FNA=THZR:EE) Wi
B EERMEEA R —SFHERS
BERAREBEARR 2R EE HIRR
DREREB HFBREN T MEF—
ANB BT RE 28 EA - H R R DS
EREHEECR _ZTWE_-_A -—B£17
ZREFR RS EERERE R
TENF=A - AETESEEAREL
B TUBRARRARGERRBMAES
ARAMEZRL EMBES B ED-



FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2004 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 66 to 152.

An interim dividend of HKO0.4 cent per share (2003: HK$Nil) was
paid on 29 October 2004. The directors now recommend the
payment of a final dividend of HK0.6 cent per share (2003: HK$Nil)
in respect of the year ended 31 December 2004.

TRANSFER TO RESERVE

Profit attributable to shareholders, before dividends, of

HK$86,776,000 (2003: HK$56,837,000) have been transferred to

reserves.

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 the movements in share capital of the Company during

the year are set out in note 27 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 28 on the financial
statements.
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DIRECTORS

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

Executive directors

Wang Mingquan, Chairman

Zang Qiutao, Vice-chairman
(appointed on 21 September 2004)

Li Xueming, Vice-chairman

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
Li Kwok Sing, Aubrey
Mar Selwyn
(appointed on 21 September 2004)
Lee Ka Sze, Carmelo
(resigned on 21 September 2004)

In accordance with articles 73, 77, 78 and 79 of the Company’s
Articles of Association, Mr Zang Qiutao, Mr Fan Yan Hok, Philip,
Ms Zhang Weiyun, Mr Li Kwok Sing, Aubrey and Mr Mar Selwyn
retire from the board at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

The independent non-executive directors are appointed for a term
until 31 December 2006 and subject to retirement in accordance
with the Company’s Articles of Association as indicated above.
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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.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

At 31 December 2004, 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
companies, subsidiaries and other associated corporations (within
the meaning of the Securities and Futures Ordinance (“SFQ”)) at
that date as recorded in the register of directors’ and chief
executives’ interests and short positions required to be kept under
section 352 of the SFO are as follows:

(i) Long position in underlying shares of equity derivatives
of the Company
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Number of equity

derivatives held

Number of

(share options) underlying shares

Nature of BHERAK (ordinary shares)
Name of director interest TETRYE HHEBRHBEE  Percentage
BEEnE B E (B8 R HE) (EBR) Bol
Wang Mingquan TR Personal f& A 25,400,000 25,400,000 1.00%
Li Xueming 2 Personal f& A 18,000,000 18,000,000 0.71%
Chen Xiaoping BRI/ Personal & A 18,000,000 18,000,000 0.71%
Fan Yan Hok, Philip BB Personal f& A 10,000,000 10,000,000 0.39%
Huang Chaohua BHE Personal f& A 9,000,000 9,000,000 0.35%
Wong Kam Chung, Raymond = %58 Personal i A 9,000,000 9,000,000 0.35%
Chen Shuang [E Personal f& A 4,000,000 4,000,000 0.16%
Zhang Weiyun RE= Personal f& A 4,000,000 4,000,000 0.16%
Sir David Akers-Jones BREELT  Personal A 1,000,000 1,000,000 0.04%
Li Kwok Sing, Aubrey THE Personal f& A 1,000,000 1,000,000 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
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(i) RAADZHEATHELAR
BERAR (TRAZK])EE
BOERAFETIAZFA

Number of equity

derivatives held

Number of

(share options) underlying shares

Nature of #AHERAE (ordinary shares)
Name of director interest fTETEEE HEKRDHEE  Percentage
BEEpH BHtE (B8 B ) (EER) B
Wang Mingquan THE Personal & A 9,000,000 9,000,000 0.58%
Chen Shuang [ Personal fEA 750,000 750,000 0.05%

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 2004.

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 associates has interests or short
positions in the shares, underlying shares or debentures of the
Company, any of its holding companies, 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.
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SHARE OPTION SCHEME

The Company has a 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 of Hong Kong Limited (“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.

The total number of securities available for issue under the share
option scheme as at 31 December 2004 were 254,831,170 shares
(including options for 108,400,000 shares that have been granted
but not yet lapsed or exercised) which represented approximately
10% of the issued share capital of the Company at 31 December
2004. In respect of the maximum entitlement of each participant
under the 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 within 28
days from the date of offer. The share option scheme will expire on
25 May 2013.

At 31 December 2004, 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 2004 is HK$0.5)
granted at nominal consideration under the 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)

Directors

g3

Wang Mingquan

Li Xueming

92

No. of
options
outstanding
at the
beginning
of the year
£4
WAfTEZ
BRELE

Rl

12,700,000

12,700,000

F24

9,000,000

9,000,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BRELE

12,700,000

12,700,000

9,000,000

9,000,000

Date granted
RHAS

29 September
2003
“E3=F
A

AAZTR

29 September
2003
Z3%=E
H

AAZTR

29 September
2003
ZE%=E
H

AAZTR

29 September
2003
ZE%=E
H

ARZTR

Period during
which options
exercisable
ERE
PAiLd:

29 March 2004
to 25 May 2013
“IENE
ZAZthREZ
ZE-ZF
nR-tER

29 September 2004
to 25 May 2013
ZTTEE
ARZTNRE
—F-=%
BA-tRA

29 March 2004
to 25 May 2013
)3
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ZE-ZF
AR-t%R

29 September 2004
to 25 May 2013
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_2-ZF
LA-t1A
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No. of shares
acquired

on exercise
of options
during

the year
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ES)

i

HO=

i

HO=

i

HO=

Exercise

price
per share
BRI %E

HK$0.296
0,297

HK$0.296
0,297

HK$0.296
0,297

HK$0.296
0,297

Market
value per
share at

date of
grant of
options*

RERE
RYBHZ
BRwE*

HK$0.296
10,2067

HK$0.296
10,0067

HK$0.296
10,2067

HK$0.296
10,2067

Market
value per
share on

exercise of
options*
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ik
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SHARE OPTION SCHEME (continued)

Chen Xiaoping

Fan Yan Hok, Philip

No. of
options
outstanding
at the
beginning
of the year
£4

GES ¥
BREXR

B 9,000,000

9,000,000

BB

5,000,000

5,000,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BREHR

9,000,000

9,000,000

5,000,000

5,000,000

Date granted
RiHA#

29 September
2003
Z25C%
AAZtAR

29 September
2003

—FE =
FETE=
— 2=

ARZthA

29 September
2003

I e
AAZtAR

29 September
2003

=
=TT =

ARZthA

—FE =
£

Period during
which options
exercisable
ERE
PAL L

29 March 2004
to 25 May 2013

“IEEE
ZAZThRE

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
Z%-ZF
RA-tRA

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTME
AAZTNRE
Z%-ZF
RA-tRA
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BRESE (8)

No. of shares
acquired

on exercise
of options
during

the year
Fhfig
BRERA
<RGHA

Nil
&

Nil

ES)

Nil

Nil

Exercise
price

per share
BRITEE

HK$0.296
0,297

HK$0.296
0,207

HK$0.296
0,297

HK$0.296
0,206

Market
value per
share at
date of
grant of
options*
RERE
RYBHZ
BRHE

HK$0.296
50,2967

HK$0.296
10,2067

HK$0.296
20,2967

HK$0.296
10,2067

Market
value per
share on

exercise of
options*
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SHARE OPTION SCHEME (continued)

Huang Chaohua

Wong Kam Chung,
Raymond

v

Pl
43
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E5 1

No. of
options
outstanding
at the
beginning
of the year
£4
WAfTEZ
BREHR

4,500,000

4,500,000

4,500,000

4,500,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BREHR

4,500,000

4,500,000

4,500,000

4,500,000

Date granted
RiAH

29 September
2003
Z25C%
AAZtAR

29 September
2003

I 3
H

AAZTR

29 September
2003

i e
AAZtAR

29 September
2003

=
=TT =

ARZthA

—FE =
=z

Period during
which options
exercisable
ERE
PAL L

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
Z%-ZF
RA-tRA

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTEE
ARZTNRE
Z%-ZF
BAZtRA

BRESE (&)

No. of shares
acquired

on exercise
of options
during

the year
Erfig
BRERA
<RGHA

Nil
&

Nil

ES)

Nil

Nil

Exercise
price

per share
BRITEE

HK$0.296
0,296

HK$0.296
0,297

HK$0.296
0,296

HK$0.296
0,297

Market
value per
share at
date of
grant of
options*
RERE
RYBHZ
BRHE

HK$0.296
50,2967

HK$0.296
10,2067

HK$0.296
A H0.2967

HK$0.296
10,2067

Market
value per
share on

exercise of
options*

BRE
Rz
BRHE



SHARE OPTION SCHEME (continued)

Chen Shuang

Zhang Weiyun

No. of
options
outstanding
at the
beginning
of the year
£4

GES ¥
BREXR

B 2,000,000

2,000,000

RE=

2,000,000

2,000,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BREHR

2,000,000

2,000,000

2,000,000

2,000,000

Date granted
RiHA#

29 September
2003
Z25C%
AAZtAR

29 September
2003

—FE =
FETE=
— 2=

ARZthA

29 September
2003

I e
AAZtAR

29 September
2003

=
=TT =

ARZthA

—FE =
£

Period during
which options
exercisable
ERE
PAL L

29 March 2004
to 25 May 2013

“IEEE
ZAZThRE

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
Z%-ZF
RA-tRA

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTME
AAZTNRE
Z%-ZF
RA-tRA
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BRESE (8)

No. of shares
acquired

on exercise
of options
during

the year
Fhfig
BRERA
<RGHA

Nil
&

Nil

ES)

Nil

Nil

Exercise
price

per share
BRITEE

HK$0.296
0,297

HK$0.296
0,207

HK$0.296
0,297

HK$0.296
0,206

Market
value per
share at
date of
grant of
options*
RERE
RYBHZ
BRHE

HK$0.296
50,2967

HK$0.296
10,2067

HK$0.296
20,2967

HK$0.296
10,2067

Market
value per
share on

exercise of
options*

BRE

Rz
BRHE
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SHARE OPTION SCHEME (continued)

Sir David
Akers-Jones

Li Kwok Sing,
Aubrey

56

No. of
options
outstanding
at the
beginning
of the year
£4
WAfTEZ
BREHR

ERER

fetiia)
H

500,000

500,000

500,000

500,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BREHR

500,000

500,000

500,000

500,000

Date granted
RiAH

29 September
2003
Z25c%
AAZtAR

29 September
2003

S 3
H

AAZTR

29 September
2003

I
AAZtAR

29 September
2003

=
=TT =

ARZthA

—FE =
=z

Period during
which options
exercisable
ERE
PAL L

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
Z%-ZF
BA-tRA

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-ck
RA-tER

29 September 2004
to 25 May 2013
ZTTME
AAZTNRE
Z3-ZF
RA-tRA

BRESE (&)

No. of shares
acquired

on exercise
of options
during

the year
Erfig
BRERA
<RGHA

Nil
&

Nil

Ex)

Nil

Nil

Exercise
price

per share
BRITEE

HK$0.296
0,296

HK$0.296
0,297

HK$0.296
0,296

HK$0.296
0,297

Market
value per
share at
date of
grant of
options*
RERE
RYBHZ
BRHE

HK$0.296
50,2967

HK$0.296
10,2067

HK$0.296
50,2967

HK$0.296
10,0067

Market
value per
share on

exercise of
options*

BRE
Rz
BRHE



SHARE OPTION SCHEME (continued)

Lee Ka Sze,
Carmelo

Employees

No. of
options
outstanding
at the
beginning
of the year
£4

GES ¥
BREXR

35T 500,000

500,000

€& 4,500,000

4,500,000

No. of
options
outstanding
at the

year end
3 S
WAfTEZ
BREHR

(note)

(i)

4,500,000

4,500,000

Date granted
RiHA#

29 September
2003
283
LE=TNhE

29 September
2003

—FE =
EE=
— o=

ARZthA

29 September
2003
Z25c%
AAZtAR

29 September
2003

=
=TT =

ARZthA

—FE =
3

Period during
which options
exercisable
ERE
PAL L

29 March 2004
to 25 May 2013

“IEEE
ZAZThRE

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
“Z-ZF
BA-tRA

29 March 2004
to 25 May 2013
“ZTME
ZAZThRE
“E-cf
RA-tER

29 September 2004
to 25 May 2013
ZTTME
ARZTNRE
Z%-ZF
RA-tRA
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BRESE (8)

No. of shares
acquired

on exercise
of options
during

the year
Fhfig
BRERA
<RGHA

500,000

ES)

Nil

Nil

ES)

Exercise
price

per share
BRITEE

HK$0.296
0,297

HK$0.296
0,206

HK$0.296
0,297

HK$0.296
0,206

Market
value per
share at
date of
grant of
options*
RERE
RYBHZ
BRHE

HK$0.296
7 H0.2967

HK$0.296
10,2067

HK$0.296
50,2967

HK$0.296
10,0067

Market
value per
share on

exercise of
options*

BRE
Rz
BRHE

HK$0.415
AR04157
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SHARE OPTION SCHEME (continued)

Note: Options of 500,000 previously granted to Mr Lee Ka Sze, Carmelo
(a director who resigned on 21 September 2004) were lapsed in
accordance with the terms of the share option scheme during the
year.

During the year, no option was granted or cancelled. 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.

being weighted average closing price of the Company’s ordinary
shares immediately before the dates on which the options were
granted/exercised.

Share option scheme of CEL

At 31 December 2004, two directors 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  No. of options

BRESE (8

Kt EARTFEELha4E (RZZTTNF
RAZ+-—BBEZES) Z
500,000/% i f% # 2 N F AR R BB R
REET Bl 2 AR R B

FR TERHSEHETMERE-RT
EEVEBREDNES 2 HERER T
BENRERBEEA ARG EBRE
ZEEERERL ARG 2 KkmE
A7E¥0.297T

* IR A B BRI R L BRIER L
7T1E B B Fi 2 i F g Y (8

KRERZERETS

R-TEMFE+-A=+—8 £AF
M A TR A AR PR
S B TR B AR AR IR 15 2 B A
3o

the beginning  granted during  outstanding at Exercise
of the year the year the year end Period during which price
EMERTE ERAREZz  FAHKTHE Date granted options exercisable  per share
ZBREHE BREHA ZBREHA RinAH BRE<GESR BROEE
Wang Mingquan T 6,000,000 - 6,000,000 26 June 2002 27 June 2003 to HK$4.36
i 3 26 December 2005 &% 4.367T
AAZtTAB ZEE=HER A-TtAZE
“EZRETZAZTAE
3,000,000 - 3,000,000 7 July 2003 8 July 2004 to HK$2.375
ZZT=F 7 January 2007 & #2.37570
tAtH “ZEMELAN\BE
“ZZ+E-AtA
Chen Shuang B 5% - 750,000 750,000 3 September 4 September 2005 to HK$3.225
2004 3 March 2008  %&%3.2257T
—ZIMF “ZZRENAAMAEZE
NA=H ZZE\F=R=H



SHARE OPTION SCHEME (continued)

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.

Report of the Directors EE & #H &

BRESE (8)

B £ XAt & SN AN F R AT R
ARNFEREZERAR HBARHKA
AMEARLES BEMLTH BUEAR
RRAZEFHETBTRABHIMESE
ZEBHRBTN\RZFRAEBER
DR EMEABEE Z B B
i ER 15 ) 25 -

BERLZBEEEITER NS EM R
KPR -BREZEEIRNZ AR
= BRTEE TTEHR FIR FEHKE
LREMEBEH - EXHE RBRER
B RR BN 8 R 1 R ARG BB A E
BEYESR BeRERR-AiL- &
ERR/TEEFHRAHIICE L BERE
ZEfE-
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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 2004 amounting to 5%

or more of the ordinary shares in issue:

FERRREMALCERG KB
BROOPERz2EZR KR

KA ERR -_ZSTZNFE+_H=1+—
B#EEANREBITRMD 2 ERED %
1TEBARS%EIA EZ IR M T :

Ordinary Percentage of total

shares held issued shares

Fris HEHE BT

ZTERHA RHOBESHE

China Everbright Holdings H B¢ AKEBEER A 7 1,758,595,910 approximately 69%
Company Limited (MEX&ER]) (KFrat) #169%

(“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

60 in the register kept under section 336 of the SFO have been notified

to the Company.

KtiE: 7£1,758,595,910M B 5 & + H &
1,758,215,9108% Jy A Guildford
Limited ( [ Guildford] ) # & -
GuildfordJ3 g Datten Investments
Limited ([Datten]) # B 55% A% - H
#245% Rl B ¢ K& B 55 - Datten’
KREBZ2EWBAR-HH%
380,000 A A KREE 2 2 & B
ARRAKXAEZEEEGR AR ([XK
KEEE]) BAE MU A REEHE
B B % A GuildfordfT # A 2
1,758,215, 910/ ikt Rt RIE & &
I FiT %5 A 2 380,0008% A% 15

B EXAratE N A QAW EEREE
R EREREKRBES R EEGE
33IEFEZECMAZ -



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 (a former director who resigned on 21 September 2004)
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 2004 are set out in notes 21,
23(a) and 24 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 153 and
154 of the annual report.

PROPERTIES

Particulars of the major properties of the Group are shown on
pages 155 and 156 of the annual report.
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ZEERHK-

FEITARE(RZETOFAA-T—
BRECAES) RIARFERMITLZ
BEANRAFERN HEAFEREMTR
AEBRERRERRE Lz FREK
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BEERBMEAQAFzLHES

RAFER RABHEEMHERF
BEBD HEXBREFMARF LS

RITERRHEMEER
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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 income
statement during the year ended 31 December 2004 amounted to
HK$525,000.

B RE 8

RARBRAAEAMEEREERTE
AEEHRAES ([BERKETEN
&) B RIKE B RBIE BB E5T
A(RKBHOBBILETIAN) BB -HEE
HARRZBEEABE - BEEREE
HIATR S RN EVEOIE B =K H
Rl AEE AFr5% ° >xuﬁzfﬁ,¥k‘fﬁﬁ1’ﬁﬁ&
SHAN A B3R R A 2 e

E 7
1%

BT F+ A —RH KEET
BREFBARGELAERTEENAZE
BEBENEEERARADIEERER
47& FrEGRBIFT BNz EERE RS EA

SrrEl ([RBEEETE]) - RFESFE
ﬁﬁﬁﬂ;&/\aiﬁzm%ﬁf FORRET
gl-RERESE BREREESEA
MErEERCEIBEAEEEERKAZ
5%+ BAWAS A Z LR AB20,000
e

PEARAMBHBARZEEHSZ R
EHHRAEER 2 EKE - ZEHNEB R

RARBI#HSZETEN LA LG
EFHHR - FAEME AEEZ
E-BEEXRARBUEEFEIELABEH

=
N
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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.

In March 2005, the Company entered into service contracts with
the Company’s independent non-executive directors. Subject to
the retirement by rotation in accordance with the Company’s Articles
of Association, the appointments will continue until 31 December
2006.

AUDIT COMMITTEE

The audit committee of the Company comprises Sir David Akers-
Jones, Mr Li Kwok Sing, Aubrey and Mr Mar Selwyn, 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 2004.

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.

By order of the board
Zang Qiutao
Vice-chairman

Hong Kong, 14 April 2005
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