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CHINA EVERBRIGHT LIMITED & B3¢ K12 A R A &)

DIRECTORS’ REPORT

The Directors hereby present their Annual Report together with
the audited accounts of China Everbright Limited (the “Company”)
and its subsidiaries (collectively the “Group”) for the year ended
31st December 2004.

PRINCIPAL ACTIVITIES

The Group is principally engaged in investment holding and
provision of financial services. The principal activities of the
subsidiaries are set out in note 14 to the accounts.

TURNOVER AND CONTRIBUTION TO GROUP RESULTS

The turnover and contribution to operating results of the Group
by activity and geographical location are set out in note 31 to the
accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December 2004
are set out on page 47 of this Annual Report.

The Directors do not recommend the payment of a final dividend
for the year ended 31st December 2004 (2003: HK$0.033 per
share).

MAJOR CUSTOMERS AND SUPPLIERS

The principal activities of the Group are investment holding and
provision of financial services and the turnover represents the
aggregate of investment returns from trading securities, interest
income, dividend income, rental income, brokerage commission
and service income. Accordingly, it is not practicable to state the
percentage of the sales attributable to the Group’s largest
customers and percentage of the purchases attributable to the
Group’s largest suppliers.

None of the Directors, their associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s issued share capital) has an interest in the share capital
of any of the five largest suppliers.
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DIRECTORS’ REPORT (continued)

FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group
for the past five financial years is set out on page 125 of this
Annual Report.

FIXED ASSETS

Movements in fixed assets are set out in note 13 to the accounts.

PROPERTIES

Particulars of major properties held by the Group as at 31st
December 2004 are set out on pages 126 to 128 of this Annual
Report.

SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and associates as
at 31st December 2004 are set out in notes 14 and 15 to the
accounts respectively.

SHARE CAPITAL

During the year, the issued share capital of the Company had
been increased from HK$1,563,350,712 to HK$1,563,600,712.
The Company issued 250,000 shares on the exercise of share
options granted to senior executives of the Group.

Details of the movements in the share capital of the Company
during the year are set out in note 25 to the accounts.

SHARE PREMIUM AND RESERVES

Movements in share premium and reserves during the year are
set out on pages 50 to 52 of this Annual Report.

The Company does not have any distributable reserves at 31st
December 2004 as calculated under Section 79B of the Hong
Kong Companies Ordinance (2003: HK$371,017,000).
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DIRECTORS’ REPORT (continued)

BORROWINGS AND INTEREST CAPITALISED

Bank loans and overdrafts repayable within one year or on demand
are classified as current liabilities in the accounts. No interest was
capitalised by the Group during the year.

CONTINUING CONNECTED TRANSACTION

Significant related party transactions entered into by the Group
during the year ended 31st December 2004, which do not
constitute connected transactions under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”), are disclosed in note
26 to the accounts.

Following completion of the Company’s acquisition of China
Everbright Financial Holdings Limited (“Everbright Financial”) on
31st December 1998, the provision of financial services by
Everbright Financial and its subsidiaries to China Everbright
Holdings Company Limited and China Everbright International
Limited and their respective subsidiaries would constitute
connected transactions for the Company. The Stock Exchange
has granted a waiver to the Company from the strict compliance
with the requirements of the Listing Rules in relation to connected
transactions in respect of these types of transactions subject to
certain disclosure requirements.
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DIRECTORS’ REPORT (continued)

CONTINUING CONNECTED TRANSACTION (continued)

The details of these transactions during the year ended 31st
December 2004 are set out as follows:

Securities brokerage commission Wz &L @e
received from
— Everbright Investment and

Management Limited, a

—RERERRAAEAR
ZHWBAR K

subsidiary of ultimate KWEEEEMRA A
holding company

— Asia Like Securities Limited, —BRRERAREE

a subsidiary of ultimate ZHB AR

holding company

Limited
- China Everbright Securities — RRERARIEE
Investment Limited, an BEZHWB AR
indirect subsidiary of H B St K 2
ultimate holding company "EBR A

— Everbright Creation International ~ —&&EBR A FHEHE
Limited, a subsidiary of an

associate of ultimate holding

company International Limited
Rental expense paid to wholly MEETERARFEZ
owned subsidiary of ultimate 2EMBARXNNAS
holding company (note 26(g) to (BR B 7 26(g))

the accounts)

In the opinion of the Directors, these transactions had been
conducted on normal commercial terms. The Independent Non-
executive Directors have reviewed these connected transactions
and confirmed that such transactions were entered into on normal
commercial terms in the ordinary course of business of the Group
and in accordance with the agreements governing these
transactions, or where there is no agreement, on terms no less
favourable than terms available to independent third parties, and
the aggregate value of such transactions did not exceed the limits
set out in Rule 14A.34 of the Listing Rules.
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CHINA EVERBRIGHT LIMITED & B3¢ K12 A R A &)

DIRECTORS’ REPORT (continued)

DIRECTORS

The Directors of the Company during the year and up to the date
of this Report are:

Executive Directors:

Wang Mingquan, Chairman

Xu Bin, Vice-chairman

Guo You (Resigned as Chief Executive Officer
on 20th July 2004)

Zhou Ligun, Chief Executive Officer
(Appointed as Chief Executive Officer on 20th July 2004)

He Ling, Deputy General Manager

Chen Shuang, Deputy General Manager
(Appointed on 26th August 2004)

Xie Zhichun

Lau Chung Man, Louis, Chief Financial Officer

Wang Chuan (Resigned on 20th July 2004)

Independent Non-executive Directors:

Ng Ming Wah, Charles
Tung Wai, David
Seto Gin Chung, John

Article 87 of the Company’s Articles of Association provides that
any Director appointed by the Directors shall hold office only until
the next annual general meeting of the Company, but shall be
eligible for re-election at such meeting. Accordingly, Mr. Chen
Shuang, being a Director so appointed, shall retire at the
forthcoming Annual General Meeting and, being eligible, offer
himself for re-election.
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DIRECTORS’ REPORT (continued)

DIRECTORS (continued)

In accordance with Articles 120 and 121 of the Company’s Articles
of Association, one-third of the Directors or the nearest number
to but not exceeding one-third of the Directors shall retire from
office and be eligible for re-election. Accordingly, Dr. Xu Bin, Mr.
Guo You and Mr. Xie Zhichun, being Directors who have been
longest in office, shall retire by rotation. However, only Dr. Xu Bin
and Mr. Guo You will offer themselves for re-election at the
forthcoming Annual General Meeting whilst Mr. Xie Zhichun will
not offer himself for re-election.

The term of office for each Non-executive Director is the period
up to his retirrment by rotation in accordance with the Company’s
Articles of Association.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN
SHARES OF THE COMPANY AND ASSOCIATED
CORPORATIONS

As at 31st December 2004, the interests and short positions of
the Directors and Chief Executive of the Company in the shares,
underlying shares of equity derivatives and debentures of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQO”)) as
recorded in the register of directors’ and chief executives’ interests
and short positions required to be maintained under section 352
of the SFO are as follows:

1. Long position in shares of the Company
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1. RAQARHBZRR

% of total

issued shares
(if 0.01% or more)

Personal Family Corporate EERTRE

Total interests interests interests BYEEAN

Name of Director EENZ “ay BAES KRR ARER (18 0.01%% KL L)
Guo You R 1,000,000 1,000,000 - - 0.06
He Ling ER 320,000 320,000 - - 0.02
Lau Chung Man, Louis 2fmx 4,000 4,000 - - -
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DIRECTORS’ REPORT (continued)

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN

2. Long position in underlying shares of equity derivatives 2.

BEENTHRABZRA QAT REE AAIR
SHARES OF THE COMPANY AND ASSOCIATED f#HzfzH (&)
CORPORATIONS (continued)

REQXFHEBROBRATEIAZR

of the Company B
Number of
equity Number of
derivatives held underlying

Nature of Date of (share options) shares Total
Name of Director interest Grant BERATET (ordinary shares) Percentage
BEEpg EatE FEHAH ABE (FRE HEROHE HmEDH
Wang Mingquan Personal {& A 26.06.02 6,000,000 6,000,000 -
THH#E Personal fiil A 07.07.03 3,000,000 3,000,000 0.58
Xu Bin Personal fiil A 26.06.02 1,500,000 1,500,000 -
BT Personal fil A 07.07.03 750,000 750,000 0.14
Guo You Personal fiEl A 26.06.02 2,000,000 2,000,000 -
BR Personal f& A 07.07.03 750,000 750,000 0.18
Zhou Liqun Personal fiil A 26.06.02 1,500,000 1,500,000 -
BB Personal f& A 07.07.03 750,000 750,000 0.14
He Ling Personal fil A 26.06.02 1,500,000 1,500,000 -
B Personal fiil A 07.07.03 750,000 750,000 0.14
Chen Shuang Personal fiil A 083.09.04 750,000 750,000 0.05
B 3%
Xie Zhichun Personal fiEl A 26.06.02 1,500,000 1,500,000 -
fRIEE Personal {8 A 07.07.03 750,000 750,000 0.14
Lau Chung Man, Louis Personal {fl A 26.06.02 500,000 500,000 -
21 3z Personal 18l A 07.07.03 250,000 250,000 0.05
Ng Ming Wah, Charles Personal {&8 A 07.07.03 150,000 150,000 0.01
RAAE
Tung Wai, David Personal fiil A 26.06.02 300,000 300,000 -
ER Personal fil A 07.07.03 150,000 150,000 0.03
Seto Gin Chung, John Personal fiEl A 07.07.03 150,000 150,000 0.01

Al{E R T



DIRECTORS’ REPORT (continued)

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN
SHARES OF THE COMPANY AND ASSOCIATED
CORPORATIONS (continued)

2. Long position in underlying shares of equity derivatives
of the Company (continued)

All the above shares and underlying shares of equity
derivatives were beneficially owned by the Directors
concerned. The percentage shown was calculated based on
the number of issued shares as at 31st December 2004.

Details of the share options held by the Directors and Chief
Executive of the Company are shown in the following section
under the heading “Information on Share Options”.

As at 31st December 2004 save as disclosed herein, none of the
Directors and Chief Executive of the Company were interested in
short positions in the shares, underlying shares of equity derivatives
or debentures of the Company or any associated corporation
defined under SFO as recorded in the register of directors’ and
chief executives’ interests and short positions.

3. Long position in underlying shares of equity derivatives
of associated corporations

As at 31st December 2004, the following Directors had
personal interests in options to subscribe for shares in China
Everbright International Limited (“CEIL”), an associated
corporation of the Company. The shares of CEIL are listed
on the Stock Exchange.
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Number of
Exercise underlying
price shares of CEIL
Nature of (HK$)  Date of (ordinary shares) Total
Name of Director interest T#E Grant Exercise period X KEIB 2 Percentage
EEpns EunmnEg (Br) ®HEAH R HERGHE BRI
Wang Mingquan Personal 0.296  29.09.03 29.03.04-25.05.13 25,400,000 0.997
TR EPN
Chen Shuang Personal 0.296  29.09.03 29.03.04-25.05.13 4,000,000 0.157
R 3% BA
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DIRECTORS’ REPORT (continued)

INFORMATION ON SHARE OPTIONS AREER

Information in relation to share options of the Company disclosed 1R T #3 BIFr % 58 B B A AR 69 & & o

in accordance with the Listing Rules was as follows: ™~
1. Outstanding share options as at 1st January 2004: 1. RZZEZENF—HA—HEKRITENR
4
Exercise
Date of price
Number offer (HKS$)
of options ARE Vesting period Exercise period TfEE
AREHE B AW BXNH igcd (Br)
Wang Mingquan 6,000,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
T’ 3,000,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Xu Bin 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
BT 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Guo You 2,000,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
R 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Zhou Ligun 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
[E S B 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
He Ling 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
B 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Wang Chuan 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
T 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Xie Zhichun 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
BEE 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Lau Chung Man, Louis 500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
2fh 3T 250,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Ng Ming Wah, Charles 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
REE
Tung Wai, David 300,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
ERC 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Seto Gin Chung, John 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
AfEdR
Aggregate total 3,700,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
of employees (Note) 500,000 02.05.03 03.05.04-03.11.05 03.05.04-02.11.06 1.780
EEMBE (F) 1,950,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
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DIRECTORS’ REPORT (continued)

wREER ()

INFORMATION ON SHARE OPTIONS (continued)

2. Outstanding share options as at 31st December 2004: 2. R-TEZEMF+-A=+—HBHEXTT

AR E
Exercise
Date of price
Number offer (HKS$)
of options ARE Vesting period Exercise period TfEE
AREHE BHAH ¥ 1T (&)
Wang Mingquan 6,000,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
T 3,000,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Xu Bin 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
R 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Guo You 2,000,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
BR 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Zhou Liqun 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
[B S B 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
He Ling 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
B 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Chen Shuang 750,000 03.09.04 04.09.05-04.03.07 04.09.05-03.03.08 3.225
R 2
Xie Zhichun 1,500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
miEE 750,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Lau Chung Man, Louis 500,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
2| 3L 250,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Ng Ming Wah, Charles 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
REE
Tung Wai, David 300,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
R 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
Seto Gin Chung, John 150,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
AEIR +
Aggregate total 3,400,000 26.06.02 27.06.03-27.12.04 27.06.03-26.12.05 4.360
of employees (Note) 500,000 02.05.03 03.05.04-03.11.05 03.05.04-02.11.06 1.780
EEMNBEY (F) 1,625,000 07.07.03 08.07.04-08.01.06 08.07.04-07.01.07 2.375
150,000 14.04.04 15.04.05-15.10.06 15.04.05-14.10.07 4.390
500,000 03.09.04 04.09.05-04.03.07 04.09.05-03.03.08 3.225
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DIRECTORS’ REPORT (continued)

INFORMATION ON SHARE OPTIONS (continued)

3. Share options granted during the year ended 31st
December 2004:

wREER ()

3. BE-ZTROENFFT-A=+—-HLHF
ERARHNWERE:

Date of Grant: ¥ B8 14.04.2004 03.09.2004
Vesting Period: A& ZUHA: 15.04.2005 - 15.10.2006 04.09.2005 - 04.03.2007
Exercise Period: 171 Hi: 15.04.2005 - 14.10.2007 04.09.2005 - 03.03.2008
Exercise Price:  {T{#(&: HK$4.39 HK$3.225
Number of Number of
options options
granted on granted on
14.04.2004 03.09.2004
Grantees 7A14.04.20048% H 1 03.09.2004%%
AZA ZRAREHE ZEAREHE
Chen Shuang PR & - 750,000
Aggregate total of employees (Note) BEMBRHY (i) 650,000 500,000
The value of the options depends on a number of factors HERREZBELERNZHENEE 0

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
31st December 2004 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.

4. Number of share options exercised during the year

TTEME TR 7 K FRHRIE R b A8 7
AE-ZEF2METARBAETHENR
RMAERRER _FTTOF+ A=+
—BZEBE BERNEHELE EE L
AREBRRE-ERNUEREA EFEAR/T
EEERNHERENARENEE-

4. BE-_ZENF+-A=+—-HLHF

ended 31st December 2004: RAITENEREZR:
WA Closing
price** (HK$)
Exercise n#E ¥ 13
Date of offer  No. of Shares price (HK$) U i B+
®EBAH BOHE THEEET) (Bt)
Aggregate total BEMRE () 26.06.02 150,000 4.36 5.55
of employees (Note) 07.07.03 100,000 2.375 3.60
**  The weighted average (“WA”) closing price of the shares of the ** ARGIRHEZEEBHARETIELRZ

Company immediately before the dates on which the options
were exercised.

AT 69 901 4 A5 4% 7 18
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INFORMATION ON SHARE OPTIONS (continued)

5. No share option was cancelled during the year ended
31st December 2004.

6. Number of share options lapsed during the year ended
31st December 2004:

B Y AERRA R A Al CHINA EVERBRIGHT LIMITED

wREER ()

5. BE-ZTRONF+-A=+—-HLHF
ERYBIHDRE

6. RETRABREMABARIANRBE-ZZE
ME+-A=T-—HLEFERRYH
AREHE

Date of offer No. of options

wEAH RREHA
Wang Chuan F 26.06.02 1,500,000
07.07.03 750,000
Aggregate total of employees (Note) EEMBE (iF) 26.06.02 150,000
07.07.08 225,000
14.04.04 500,000

Note: These are employees working under employment contracts
that were regarded as “Continuous Contracts” for the purpose
of the Hong Kong Employment Ordinance.

Save as disclosed herein, as at 31st December 2004, none of the
Directors, the Chief Executive or their respective associates had
any interest in the securities of the Company or any of its
associated corporations or in any arrangements to which the
Company is a party to purchase shares of the Company or any
other body corporate.

i WERRERIES) PR [EE
MHENITHENEER-

BRAXEEEIN R_TTWNFE+ A=
T—B HMETAES TRAHABES
BZBBARAEARRREEMEE QAT
ZBSEDS SEFEE AN QR A HAi
EANERBD 2R




CHINA EVERBRIGHT LIMITED & B3¢ K12 A R A &)

DIRECTORS’ REPORT (continued)

RRESFEES

INFORMATION ON SHARE OPTION SCHEME

AARIN—_ZEZT_FRA-_+MWBEITZ
BEREAS EBBETERARRAFER—
R B ([5T81]) -

At the Extraordinary General Meeting of the Company held on
24th May 2002, an ordinary resolution was passed to adopt a
Share Option Scheme (the “Scheme”).

A summary of the Scheme disclosed in accordance with the Listing 1R F TR BIHEN BB NBENT:
Rules was as follows:

1.  Purpose of the Scheme

EZR - IEORE: Y

To provide incentive or reward to eligible persons for their
contribution to, and continuing efforts to promote the interests
of the Group.
HAEEEHERREAREENGMB O T Bz EBRALR
HOB D S FR B

Participants of the Scheme
Zat g2 E

Total number of shares available for
issue under the Scheme and percentage
of issued share capital as at 31st
December 2004

ZETEI P Al TETHNRNOEE RERZ
ZEMF+_A=+—BHEEEITRAE
BB D E

Maximum entitlement of each

participant under the Scheme
ZEtBh e L2 nE MRS RN ER

Any employee(s) including any director(s) of the Company or any
subsidiary or associated company.
RRABHEEEMMERASBMERR 2 EREERERECES-

103,116,071 shares (6.6 %)
103,116,0713%(6.6%)

The maximum number of shares (issued and to be issued) in
respect of which options may be granted under the Scheme and
any other share option scheme(s) of the Company (whether
exercised, cancelled or outstanding) to any participants in any
12-month period shall not exceed 1 per cent of the total number
of shares in issue from time to time unless such grant has been
duly approved by ordinary resolution of the shareholders in
general meeting.

R IE 5% 5t 8 S A A B AA] H At 52 R 4 &1 &1 i pAEfeT 1 218 A BAfE &)
EA2EERIRRE (BHRETE THIERTEE) EF
RN EZHE (BREEBETRETRITRHEEB) § A8
BARA TR ETRMAE Z1% - RE BB BE1% - 8l
ARARNBRRABRAE EAEBRBREA AL
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INFORMATION ON SHARE OPTION SCHEME (continued) ARETEER (8

5. The period within which the shares must
be taken up under an option

AT AR ¥R R R RR BB AR 10 B B BR

6. The minimum period for which an option
must be held before it can be exercised

1T L 2 B W6 78 #5 B 1) & 2 B IR

7. (a) The amount payable on application
or acceptance of the option
HEXEZRAREREANZEE

(b) The period within which payments
or calls must or may be made

< 3R 3838 A0 A5 30 B H R

(¢) The period within which loans for
such purposes must be repaid
BEPFFABREEROHBAR

8. The basis of determining the exercise
price

TEENETEE

9. The remaining life of the Scheme

B 4 0 A

The exercise period of options ranges from 1 year to 2.5 years.
REETERRA—FEMFFET5F

The option periods ranging from 1 year to 2.5 years from the
date of offer.

RIEZBRARE AW - FEMELTE.

(a) HK$1.00
1.007% 7T

(b) Within 30 days after the date of offer
K HHEE30KRA

The exercise price is determined by the Directors which shall be
at least the highest of (i) the nominal value of the shares; (i) the
closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of the offer; and (iii) the average
closing price of the shares as stated in the Stock Exchange’s
daily quotations sheets for the five trading days immediately
preceding the date of the offer.

RREZITHERHESESET I BRTI=Eh2&S
% )M EE ()RR E RIS Hﬁ@ﬁAﬂsﬁXFﬁ AREEX
TR B R (i) B R R F“”‘ AT A E R 5 B - B 5 B
RMBEBERATZ FHWRTE

The Scheme will expire on 24th May 2012.
FZETE BN E——FRAZTHAKL:
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DIRECTORS’ REPORT (continued)

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

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

DIRECTORS’ SERVICE CONTRACTS

No Director offering for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or any
of its subsidiaries which is not terminable by the employing
company within one year without payment of compensation other
than the normal statutory compensation.

DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries, holding companies or fellow
subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

EERERGH RS

RAFER RNABHEERXF ZRAQF
B BT X B SRR R B AR AT SZ A
MEX MEMNEEHEERARFEEARE
mZBH e

EECRBEN

FREREBSRITCRRBFANE LERE
FzEF HREA QR HEIAHER A
FIMEAE—FATERL HRIEREET
18 MR B SATE I (877 7] 48 1L 2 RS
B8
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DIRECTORS’ REPORT (continued)

SUBSTANTIAL SHAREHOLDERS

As at 31st December 2004 the following persons, had an interest
or short position in the shares and underlying shares of the
Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
were, directly or indirectly, interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the
group:

B Y AERRA R A Al CHINA EVERBRIGHT LIMITED

FERR

RZZBEZEWMFE+—A=+—H8 ' THALHE
RARRMDRBERDFHEBERIEES
REFE GBI EXVERFE2 R E3NFME AR
Bl A ns MoKk B ok B ok R A MY A5 A
MEAMBELATEASEAMNEMKE R
AZBRERE LEBREZAMERNRAEE
10%3K A EREas

% of total
No. of shares issued shares
Name of shareholder beneficially held e 1T
RE BB EnEROEEA RAEH T
China Everbright Holdings Company Limited (Note) 867,119,207V 55.460
PENXRKEEBBER AR (M)
Datten Investments Limited (Note) ( #fit) 867,119,207V 55.460
Honorich Holdings Limited 867,119,207V 55.460
J.P. Morgan Chase & Co 76,327,266 4,88V
14,873,6667 0.95®
(L) — Long Position, (P) — Lending Pool (L) —#f& (P —1E#

Note: Honorich Holdings Limited (“Honorich”) is wholly-owned by Datten

Investments Limited (“Datten”) which in turn is a wholly-owned
subsidiary of China Everbright Holdings Company Limited
(“Holdings”). Accordingly, Datten and Holdings are deemed to have
the same interests in the shares of the Company as Honorich.

Save as disclosed above as at 31st December 2004, the Directors
are not aware of any other persons who had an interest or short
position in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who was, directly or
indirectly, interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances
at general meetings of any other member of the group.

Bt #E: Honorich Holdings Limited ( [ Honorich] )
Jy & Datten Investments Limited
([Datten|) & &¥%E A imDatten ) B ¥
AEBER AR ([RAER]) 2 2 &M
B A7) [ thDatten & Yt K E B R AR A
A& A< o 45 4R 7% ¥ B B Honorich#8 [F] 2 1

B EXFTEEEN RZETHF+ZA=
+—H EFUTAEETMEMALIRA
NERHO REEROFHEBERERBES R
HEIRAIEXVIBFE2REID I MNEERRA A
ZHRERAR KEEIMEEENT R
- AT EERIER TEAREBEMMEKE QA
CREARESELEREZAMERNRAEE
10%3 A EfERR o
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DIRECTORS’ REPORT (continued)

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
SECURITIES

The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s securities during the year.

CORPORATE GOVERNANCE

The Company believes in the upholding of the principles and
practices of good corporate governance as the best means to
ensure effective internal control and safeguard the interests of
shareholders, customers and staff. It is also crucial to the healthy
development of the Company in the long term. The Company
strictly abides by the laws and regulations of the jurisdiction where
it operates, and observes the guidelines and rules issued by
regulatory authorities. It also strives to follow the latest international
and local corporate governance best practices.

For further details, please refer to the section “Corporate
Governance” of this report.

EMPLOYEES

As at 31st December 2004, the number of employees of the
Group was 147. Total staff cost for the year under review amounted
to approximately HK$70 million as noted in the consolidated profit
and loss account. The Group ensures that the remuneration
packages for employees are fair and competitive and employees
are rewarded on a performance-related basis within the general
framework of the Group’s salary and bonus scale. Discretionary
year end bonus may also be paid to employees based on individual
performance. Other benefits to employees include medical
insurance, retirement scheme and training programmes. Directors
of the Company and full time employees of the Group may be
granted share options to subscribe for shares in the Company in
accordance with the terms and conditions of the share option
scheme approved by the Company at an extraordinary general
meeting held on 24th May 2002.

AUDITORS

The accounts for the financial years ended 31st December 2004
have been audited by PricewaterhouseCoopers who retire, and
being eligible, offer themselves for reappointment. A resolution for
their re-appointment as auditors for the ensuing year will be
proposed at the forthcoming Annual General Meeting.
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DIRECTORS’ REPORT (continued)

AUDIT COMMITTEE

The Audit Committee currently has three members who are
Independent Non-executive Directors. The Committee is chaired
by Mr. Ng Ming Wah, Charles, an Independent Non-executive
Director. The other Committee members are Mr. Tung Wai, David
and Mr. Seto Gin Chung, John. The Committee assists the Board
to fulfill its supervisory role over the Company and its subsidiaries
in, among others, the following areas:

. integrity of accounts and financial reporting process;
o internal control systems;
o effectiveness of internal audit function and performance

appraisal of head of internal audit;
o appointment of external auditors and assessment of their
qualifications, independence and performance;

. periodic review and annual audit of the Company’s and the
Group’s accounts; and
o compliance with applicable accounting standards and legal

and regulatory requirements on financial disclosures.

Five committee meetings were held during the year with an average
attendance rate of 100%.

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 31st December 2004 of the Company.

On behalf of the Board
Wang Mingquan
Chairman

Hong Kong, 21st April 2005
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