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~ Carry forward the spirit of
~ China Everbright

Strive to establish a renowned

Environmental Protection brand
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Chairman’s Statement £ E#{ &

The PRC economy achieved a rapid growth in 2005. Benefiting
from the continuous growth in economy, the living standard of
Chinese people has also been rising. The Central Government has
formulated various environmental protection policies to encourage
corporations to develop environmental protection business. Given
the stable business environment and in the face of the said favorable
opportunity, the Group, on the one hand, prudently managed and
operated its infrastructure investment business and property
investment business, and on the other hand, continued to create
high quality environmental protection projects, so as to shift
gradually from an investment management group to an investment
group with more operational capabilities. The Group aims to expand
its environmental protection business, making it one of its three

main focuses of business development.
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Chairman’s Statement £ &R &

During the year under review, the Group continued to achieve
improvement in its operating results. The overall financial position
of the Group was sound. Apart from registering strong cash flow,
the Group also recorded an increase in return on asset. Profit
attributable to equity shareholders of the Company for the year
amounted to HK$105,330,000, representing an increase of 21%
over HK$86,776,000 of the previous year. The increase was mainly
attributable to the steady growth in traffic flow of Qingzhou Bridge
and the increase in profits on property investments. In addition to
Qingdao Waste Water Treatment Project (“Qingdao Project”), the
newly acquired Zibo Waste Water Treatment Project (“Zibo Project”)
also started to make profit contribution to the Group in December
2005, which has further enhanced the earning base of the Group.

Given the Group’s healthy financial position and as a token of
gratitude to the support of the equity shareholders of the Company,
the Board proposed to pay a final dividend of HKO.6 cent per share
to the equity shareholders of the Company. Together with the interim
dividend of HKO.6 cent per share for 2005, total dividends for the
year amounted to HK1.2 cent per share (2004: HK1 cent per share).

Envisaging that there is enormous potential for the development of
environmental protection business, the Group has decided to
develop the same as its core business and undertaken several
new projects during the year under review. In April 2005, the Group
entered into an undertaking to construct a waste-to-energy plant
in Yixing City of Jiangsu Province on BOT basis. In September
2005, the Group acquired two waste water treatment plants in Zibo
City of Shandong Province on TOT basis. In October 2005, the
foundation laying of the methane-to-energy plant (“Methane-to-
energy Project”) in Suzhou Everbright Environmental Protection
Industrial Zone (“the Zone”) completed. In December 2005, the
foundation laying of the disposal centre for industrial solid waste
(“Solid Waste Disposal Project”) in the Zone completed. In January
2006, the Group successfully obtained the exclusive rights of
operation for the waste-to-energy plant in Jiangyin City of Jiangsu
Province. Through the abovementioned new investments, the Group
has successfully established a strong strategic position in Jiangsu
Province, while commanding a leading market position in the
industry.
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Leveraging on its experience and expertise, the Group commenced
to construct the first comprehensive environmental protection
industrial zone for all types of urban solid waste in the PRC, i.e. the
Zone, during the year under review. The Zone will comprise the
first wholly-owned environmental protection project to be
constructed by the Group, i.e. SuNeng Waste-to-energy Project
(“SuNeng Project”), the said Methane-to-energy Project and Solid
Waste Disposal Project which completed the foundation laying
during the year and some other projects. Among which, SuNeng
Project and Methane-to-energy Project are expected to commence
commercial operation in the second half of 2006, while the
commercial operation of Solid Waste Disposal Project is expected
to start in the beginning of 2007. The Group believes that the Zone,
which is expected to become the base for environmental education
and promotion in Suzhou, will be the model for the development of

related projects in the future.

The development of the Group’s waste water treatment business
has been satisfactory. Following the commencement of commercial
operation of Qingdao Project during the year and the construction
for the extension to Qingdao Maidao Waste Water Treatment Plant,
the Group entered into an acquisition agreement with Zibo Municipal
Government in September 2005 and formally took charge of Zibo
Project in December 2005. Through investing in Qingdao Project
and Zibo Project, the Group successfully established a solid
business base in Shandong Province. The Group is now under
negotiation with Jinan Municipal Government for cooperation in
environmental protection projects, which is expected to further
expand the business development of the Group in the region.
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In 2004, China Everbright Holdings Company Limited (“CEH") duly
positioned the environmental protection business as one of its three
main focuses of business development. In compliance with the
objective of building a compassionate society under the Eleventh
Five-year plan implemented by the Central Government and to
comply with the “Decision on the promotion of technological
development and the enhancement of environmental protection”
published by the State Council, the Group will, by leveraging on its
strong competitiveness in the waste-to-energy, waste water
treatment and other environmental-related areas and the strong
support from CEH, continue to produce quality projects. While
striving to develop itself as a leader in the environmental protection
business and infrastructure investment in the PRC, the Group
steadfastly endeavors to create an appealing communal living

environment for the society.

Finally, on behalf of the Group, | would like to express my heartfelt
gratitude for the unfailing support, trust and effort of all our equity
shareholders, members of the Board, the management and staff
members. With our persistent effort, | have full confidence that the
Group will achieve steady growth in the future and provide
satisfactory return for all shareholders.

Wang Mingquan
Chairman

Hong Kong, 28 March 2006
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