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FINAL RESULTS

The consolidated turnover, consolidated profit attributable to

shareholders and basic earnings per share for the year amounted to

HK$1,684.4 million, HK$12.5 million and HK$0.033 respectively.

DIVIDEND

On 3 May 2005, the Company paid a final dividend of HK5 cents per

share for the year ended 31 December 2004 which amounted to total

payment of approximately HK$19.1 million to shareholders.

No dividend for the year has been declared. The Board does not

recommend the payment of a dividend for the year.

THE BUSINESS ENVIRONMENT

The Chinese Government continued its austerity economic policies in

2005 and the year-on-year growth rates of GDP and FAI were 9.9% and

25.7%, which were about 0.2 and 0.9 percentage points lower than

those of 2004 respectively.
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With the gradual completion of construction and

commencement of operations of the Group’s NSP clinker

production lines,...... our market influences continue to

increase, the Group will be able to enjoy more benefits

through development.
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The year-on-year GDP and FAI growth rates in Guangdong were

approximately 12.5% and 16.3% in 2005, down by 1.7 and 3.6

percentage points respectively as compared with those of 2004. The

year-on-year GDP and FAI growth rates in Guangxi were approximately

12.5% and 40.5%, which were 1.2 and 13.4 percentage points higher

than those of 2004 respectively.

Due to the tight supply, the average coal and gas prices in the Chinese

Mainland increased by approximately 7.0% and 20.2% respectively in

December 2005 as compared with those one year ago.

THE INDUSTRY

Total cement production in the Chinese Mainland is expected to reach

1.06 billion tonnes in 2005, representing an increase of approximately

9.3% as compared with that of 2004. In Guangdong and Guangxi,

total cement produced in 2005 is estimated to be approximately

135 million tonnes, representing an increase of approximately 10% as

compared with that of 2004.

About 111 NSP clinker production lines with an aggregate annual clinker

production capacity of approximately 100 million tonnes were built in

2005. At the end of 2005, total NSP clinker production capacity in the

Chinese Mainland reached 429 million tonnes (equivalent to

approximately 520 million tonnes of cement). NSP cement as a

percentage of total production is expected to reach 45% in 2005.

During 2005, 14 NSP clinker production lines were completed in

Guangdong and Guangxi, adding total cement production capacity of

approximately 20 million tonnes a year. At the end of 2005, total NSP

clinker annual production capacity in Guangdong and Guangxi combined

reached 35 million tonnes (equivalent to approximately 42 million tonnes

of cement).

The new emission standards for cement production in the Chinese

Mainland that unify emission requirements to various cement

manufacturing technologies has become effective on 1 January 2005

and the grace period will end on 1 July 2006. It will significantly

undermine the competitiveness of vertical kilns.
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STRATEGIC OBJECTIVES

The Company will stick to its cement business strategy of “two points,

one stroke” and establish a leading position in the cement and concrete

industry in Southern China by adopting the “low-cost” competitive

strategy to improve overall cost efficiency through economies of scale.

The Group will develop through both horizontal expansion and vertical

integration to provide a complete range of products to meet various

customer needs and plans to expand its annual cement and concrete

production capacities to over 15 million tonnes and 10 million m3

respectively in three years.

The Company’s cement and NSP cement market shares in the region

were approximately 3% and 12% respectively in 2005 and are planned

to be increased to 10% and 20% respectively in three years.

In the next two years, the Company will prioritise its resources to develop

cement sales and will enhance our marketing capability including the

establishment of cement silo terminals, logistics and transportation, and

cement retail networks. The Company is expanding its cement capacity

through organic growth and may pursue external expansion through

acquisitions. The Company will also focus on developing its concrete

and precast operations to capitalise on emerging market opportunities

in the region.

SOCIAL RESPONSIBILITY

The Chinese Government is actively promoting “cyclic economy” as

characterised by the reduction, re-use, and recycle of natural resources

and protection of natural environment. Energy conserving, waste

reduction, use of industry waste and alternative fuel, and power

generation using waste heat (from the kiln) mark the new directions of

cement manufacturing technology.

The Company is cautious of its social responsibilities, particularly

environmental protection issues such as waste reduction, use of industry

waste for production, and site restoration. Advanced environmental

protection equipments are installed at all the Group’s production facilities.

Industrial waste such as slag and fly ash is extensively used in the

Company’s production process. The Group has commenced energy re-use

program and will install facilities for the re-use of waste heat generated

during the production process with a view to re-using of natural resources

and saving energy.
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The Group will endeavor to work closely with local governments and

residents for the peaceful and harmonious environment and livings. In

June 2005, Guangxi was hit by one of the largest floods in a century.

The Group’s local management and staff had actively participated in

the local community’s effort to fight against floods and minimise their

impact on the community. A number of donations inside our factories

were organised to assist the poor domestic households hit by flood

disasters.

PROSPECTS

The year 2006 is the first year of China’s “11th Five-Year Social and

Economic Development Plan”. GDP and FAI are expected to grow at

average annual rates of approximately 8% and 20% in the Chinese

Mainland, 9% and 10% in Guangdong and 10% and 16% in Guangxi

respectively. The cement industry in the Chinese Mainland will continue

to grow in the next five years in terms of NSP cement capacity and total

production.

According to the 11th Five Year Plan, total cement production in the

Chinese Mainland is targeted at 1.25 billion tonnes in 2010, at least

50 million tonnes of vertical kiln cement production capacity will be

eliminated in each of the next five years and NSP cement will represent

70% (about 875 million tonnes) of total cement production capacity.

On this basis, about 72 million tonnes of NSP cement production capacity

on average shall be completed in each of the next five years in the

Chinese Mainland, equivalent to 48 sets of 4,000 tonnes per day clinker

production lines per year. In Guangdong and Guangxi, about 15 sets of

NSP clinker production lines are under construction and are expected to

be completed by the end of 2007. By then, the annual cement production

capacity in the area will be increased by approximately 23 million tonnes.

It is the policy of the Chinese Government to encourage the investment

in NSP clinker production lines with minimum daily capacity of 4,000

tonnes. The central government is aiming at creating an energy-efficient

society by reducing energy consumption by 20% for each unit of GDP

by 2010. Notwithstanding all these government plans and policies which

will require certain time and procedures for their implementation, the

oversupply of cement will not be fully altered in the near future. However,

the phase out of vertical kiln cement will be commercially inevitable

primarily due to the competitive advantages of NSP cement production

lines such as better quality, lower energy consumption, being more

environmentally friendly, government policy, and economies of scale.

Industry consolidation will accelerate as multi-national cement producers

increase their presence in the Chinese Mainland and more large scale

NSP cement production lines are completed.
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As a result of heavy investments in coal production capacity in the Chinese

Mainland during the recent years, the tight coal supply position has

been relieved. It is estimated that coal supply and demand in the Chinese

Mainland in 2006 will be 2.26 billion and 2.25 billion tonnes respectively.

Coal price is not expected to increase significantly in the next couple of

years.

The Chinese Government has banned on-site concrete batching in all

the provincial and regional governed cities across the Chinese Mainland

commencing 1 January 2006. The concrete industry in the Chinese

Mainland will experience a period of rapid growth in the next few years.

With the gradual completion of construction and commencement of

operations of the Group’s NSP clinker production lines, the

competitiveness of the Company in the marketplace has been

strengthened. After the vigorous development in the past years, the

quality of the Company’s assets have continued to improve and the

Company’s production capacities have been enhanced. With our market

influences continue to increase, the Group will be able to enjoy more

benefits through development.

APPRECIATION

Year 2005 has been a year full of difficulties and challenges to the cement

industry in China. On behalf of the Board, I would like to extend my

most sincere gratitude to shareholders for their great support and all

the colleagues for their contribution and dedication to the successful

development of the Company during the past year.

QIAO Shibo

Chairman

Hong Kong, 10 March 2006
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