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TRERMESE

CHAIRMAN'S STATEMENT

Hong Kong Construction (Holdings) Limited (the “Company”)
and its subsidiaries (the “Group”) began an entirely new era in
its history during 2004, following the successful implementation
of a debt transfer and exchange agreement between its bank
creditors and floating rate notes (“FRN") holders and Creator
Holdings Limited (‘Creator”) in the early of 2004,

A new senior management team took over the leadership of
the Group, giving it a more dynamic and professional business
style. The main direction of this new senior management team
has been to build on the Group’s long and extensive experience
and excellent track record in the construction industry and
property investment, in order to channel its capabilities in new
directions that will create greater value for its shareholders.
At the same time, the Group’s administrative and corporate
governance systems were further enhanced. All these efforts
have begun to produce good results, as shown by the improved
profit achieved in 2004,
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As of 31st December 2004, the Group had contracts in hand
with a total value of HK$2.8 billion, (excluding the shares of
its joint-venture partners). It substantially completed two
construction contracts for residential developments in Hong
Kong during 2004, while proceeding with major construction
contracts for the Shenzhen Convention and Exhibition Centre
and the National Grand Theatre in Beijing. In addition, the
Group provided construction contract management services
for the Zhuhai Hot Spring Resort Project and the Thames
Town Project, Songjiang, Shanghai. It also maintained its
property investment portfolio in Shenzhen, Guangzhou and
Beijing, as well as its long-term investment interest in The

Peninsula Palace Hotel in Beijing.

In terms of administration and corporate governance, the Group
established a legal department to safeguard its contractual
and other interests. It also instituted more-stringent financial
controls over payments and the collection of receivables. It
aimed to comply with various rules and regulations as a listed

company.

OUTLOOK

The Group foresees many opportunities to extend the scope
of its operations during the coming months. It will actively
participate in bidding for new construction projects that are
expected to arise in Hong Kong and Macau during 2005. In
doing so, it will benefit from the restoration of its licence to
participate in large-scale public works projects in Hong Kong
during 2004.

In Mainland China, the Group will leverage on the competitive
edge created by the success of its wholly owned subsidiary,
Hong Kong Construction (Shenzhen) Limited, in becoming the
first foreign-owned company to receive the licence of “Main
Contractor for Building Construction — Special Grade” and
“Main Contractor for Municipal Public Work - First Grade (for
roads, bridges and tunnels in city areas)” from the Ministry of
Construction. The higher benchmarks established by the
Chinese Government for the operations of foreign firms in
major construction projects will also give it a considerable

advantage over its competitors.
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CHAIRMAN'S STATEMENT (conrinvuen

China’s ongoing economic growth will continue to fuel greater
demand for high-quality construction projects of every kind.
The Group will energetically compete for these, as well as the
major projects required for the Beijing Olympics in 2008 and
the 2010 World Expo in Shanghai.

At the same time, the Group will concentrate on opportunities
for investment, construction and management of developments
in China's second-tier cities, where it expects to see the

greatest scope for profit in the coming years.

It will also continue to diversify the range of its business
activities to include infrastructure projects, such as tolls roads,
power stations and other projects. One example of these s its
decision to invest in a toll road in Guilin, Southwest China, on
a Build-Operate-Transfer (“BOT") basis. It will also become
actively involved in electricity-generating projects that use
renewable energy resources, such as its recent acquisition of
a shareholding in a wind-power generating station in

Heilongjiang Province, Northeast China.

At the same time, the Group’s senior management team will
leverage on its unique network of business contacts that span
China, Indonesia, and Southeast Asia, as this has the potential

to create a high degree of synergy in the coming years.

In conclusion, the Group underwent a considerable turnaround
in 2004. It is now positioned to use its considerable expertise
to engage in a wider range of business opportunities, which

will create a brighter future for all its stakeholders.

| would like to thank my fellow Directors, shareholders, business
associates and clients of the Group, for their strong support
during the past year. | would also like to express my deep
appreciation to our employees for their loyalty and hard work.
These factors have enabled us to surmount many difficulties
and open a new chapter in the Group's long and distinguished

history.

OEI Tjie Goan

Chairman

7th April 20056
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