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REPORT OF THE DIRECTORS

The Directors submit herewith their annual report together
with the audited accounts for the year ended 31st December
2004.

PRINCIPAL ACTIVITIES

The principal activities of the Company are construction,
property development and investment. The principal activities
of the principal subsidiaries are set out in pages 108 to 110

on the accounts.

Analysis of the Group's performance for the year by

geographical and business is set out in note 2 to the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the

consolidated profit and loss account on page 52.

The Directors do not recommend the payment of a final
dividend.

SHARE CAPITAL

Details of the movements in share capital of the Company

during the year are set out in note 26 to the accounts.

FIXED ASSETS

Details of the movements in fixed assets of the Group and

the Company are set out in note 14 to the accounts.
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The Directors during the year and at the date of this report

were:

*

#

#

OEl Tjie Goan

OEl Kang Eric

CHEN Libo

TANG Sau Wai Tom
S0 Hang Selina
TSANG Sai Chung Kirk

* CHUNG Cho Yee Mico
* FAN Yan Hok Philip
* Albert Thomas

DA ROSA, Junior

™ CHENG Yuk Wo Erik
* LI Xueming

* XU Zheng

* LIU Guolin

(Chairman)

(appointed on 23rd April 2004)
(Managing Director and Chief
Executive Officer)

(appointed on 23rd April 2004)

(appointed on 23rd April 2004)
(appointed on 23rd April 2004)
(appointed on 23rd April 2004)
(appointed on 27th April 2004)

(appointed on 27th September 2004)

(appointed on 14th July 2004)
(Deputy Chairman)

(re-designated from executive
director to non-executive director with
effect from 1st August 2004)
(Deputy Chairman)

(appointed on 23rd April 2004)
(re-designated from executive
director to non-executive director with
effect from 23rd April 2004)

Messrs. *JIANG Zhiquan, *YAO Jianping, *FAN Zhongwei and
*LI Zhong Yuan resigned as directors on 23rd April 2004.

* Dr. CHOI Yu Leuk resigned as a director on 30th April

2004.

Mr. MU Shicheng appointed as a director on 23rd April
2004 and passed away on 24th May 2004.
Mr. TSANG Hin Wai Dennis resigned as a director on 1st

June 2004.

Executive Director
Non-executive Director

** Independent Non-executive Director
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REPORT OF THE DIRECTORS (conminuen;

DIRECTORS (continued)

The Company has received the annual confirmation of
independence from all the Independent Non-executive
Directors pursuant to the Listing Rules and consider them to

be independent.

At the forthcoming annual general meeting (‘AGM”), Mr. LI
Xueming, Mr. TSANG Sai Chung Kirk, Ms. SO Hang Selina
and Mr. TANG Sau Wai Tom will retire from office by rotation
in accordance with Article 116 of the Articles of Association
of the Company (‘Articles”) and will offer themselves for re-
election to serve for another term. Further, Mr. CHENG Yuk
Wo Erik and Mr. Albert Thomas DA ROSA, Junior who were
newly appointed by the Board respectively will also retire from
office in accordance with Article 117 of the Articles and will

offer themselves for re-election for the forthcoming AGM.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors has a service contract with the Company
which is not determinable by the Company within one year
without payment of compensation other than statutory

compensation.

55 (#)

AARBREEMRAUNKI 2BBLIERTEET Y
FERAK TEESEAEBIL AL

REEBRRBFRE L FEHAKL QAR LE &
FREIRBTEAEBREARFAKEREAR
(TARRN]) F116/EmFE SR LR B BEETU
SV BEEENRIE I B BT L REINE L LT
RARBARRIE M7HRER X RBNEERRBF A
SEREE-

EERBEY

MEEFEARAFTLARANAR —FRATIAK
EmBAREZREE %’J(}%m HERSN) -
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SHARE OPTION SCHEMES

The share option scheme of the Company adopted on 22nd
January 1998 (the “Old Option Scheme") was terminated on
3rd June 2004 and a new share option scheme was adopted
on 3rd June 2004 (the “New Option Scheme”). Summary of

the Option Schemes are set out below:

ARABR—NANANFE-RAZ+TZARMNT —BER
RrrEI([ERRERTE])  ZATEER_FTHFAN
AZARIE- M—BHBERETSICR _FTEFN
A= RERM(TF BRI E]) - ZFHBAER 8131
Bt an T

New Option Scheme Old Option Scheme

¥ e AR B ERRESE
Purpose To recruit and retain high caliber Eligible Persons (as  As incentive to employees
B H) defined below) and attract human resources that are  {EA1E B 2 &)

valuable to the Group or any entity in which any
member of the Group holds an equity interest (“Invested
Entity")
EERBBEERFZEERAL (EER T
RS HAKREEBEZANERIENE
B MAKREETNTIMNXEARFAEXTER
A ([REEE])

O8]
@

To recognise the significant contributions of the Eligible
Persons to the growth of the Group or Invested Entity
by rewarding them with opportunities to obtain
ownership interest in the Company
BEREHEERAEBALIRBARRZE
B ERRSHAKTEARERR 2
EREHZERNER

]
i
#
s
=
at
il
]
Il

To further motivate and to give incentives to these

Eligible Persons to continue to contribute to the long

BErZESTHMEE - e

term success and prosperity of the Group or Invested
Entity

E— LRI RBZEAERALHERK
SEIREER 2 REXDIEHL TR
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SHARE OPTION SCHEMES (continued) BRES (#)

New Option Scheme 0Old Option Scheme

¥ e AR B ERRESE
Eligible Persons Any employee, senior executive or officer, manager, ~ Any employee of the Group, including
RERAL director or consultant of any member of the Group or  directors of any company in the Group

any Invested Entity have contributed or will contribute A& B E o] fE & - BIE R EEF
to the growth and development of the Group or any K E AR ZESH

Invested Entity

BRI EUAEESREMNREERZ
BRERERERFLHEM 2 ASBEE T EMKE

NRAIEREERZEE SRITHRABLE

B2 EFHEH

Total number of shares 194,840,927 shares (10%) N/A
available for issue under 194,840,927 % (10%) 3

the Schemes and

[
H

percentage on issued share

@
AN

capital as at 31st
December 2004

REZSHEAAHEETL
Bin@s ARE-—FZN
F+-_A=+—-HE%

BRAZEDH

Maximum entitlement of  In any 12-month period: 25% of the aggregate number of
each Eligible Person PAMEfT 4 =& A BfE - shares for the time being issued and
ERERATZEBERE issuable under the Old Option Scheme

() 1% of the issued share capital (excluding IRIFEBREFSEREEHITR
substantial shareholders and independent  AJZ&1T 2 IR {5 4B %K 2 25% o
non-executive directors)

EEBETRAZI%(TRIEZZERER
BIUMITES)
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(b) 0.1% of the issued share capital and not
exceed HK$5 million in aggregate value (for
substantial shareholders and independent
non-executive directors)
HEETRAZ01%  BRETEA
5,000,000/ 7T (3t = 2 AR K B 37 FF
TEEMSE)




SHARE OPTION SCHEMES (continued)

The period within which the

shares must be taken up

ARBRA 2 A

The minimum period for
which an option must be
held
HEBREIREER

The amount payable on
application or acceptance
of the option and the period
within which payments or
calls must or may be made
or loans for such purposes
must be repaid
BRI MR R 2 R Y
TR BB A
ZHRAEERFERE
ERZHR

EEEREE @
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New Option Scheme

¥ e AR B

Not earlier than the date on which the option is granted
or deemed to be grant and not be more than 10 years
from the date of grant

TEERBRER THHIBERTHE A
EERTHHEATSBRTF

Nil
BARE

Payment of HK$1.00 within 10 business days from
the date of offer
BRRZBHEH HEEZEBRNZM1.008T

BREE (#)

0Old Option Scheme
ERkRE:d

The options vests after 6 months and
are exercisable for not exceeding 9'/,
years commencing 6 months after the
date on which the grant of the option
is accepted, or up to 21st January
2008, whichever is earlier
BRERAEAREE XK
BT BRER R M B R EA
EATZRAEREAR ZHEA
FE_FTEN\F-A-_F+—HL
(AP ERE)

6 months

7~ E A

Payment of HK$1.00 within 28 days
from the date of offer

BiE2 H 28 A 11.00
T
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SHARE OPTION SCHEMES (continued)

The basis of determining

the exercise price

BETHEEZEE

The remaining life

BT FH

New Option Scheme

¥ e AR B

The higher of:
NTEEE:

(a)

the closing price of the shares on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) on the date of offer
BORREZRMERTBHARSMER
NA (BT ]) 2 W B

the average closing prices of the shares on
the Stock Exchange for b business days
immediately preceding the date of offer

B ERNEZ B M AESE BT
R BT E

the nominal value of a share

Pefp 2 mfE

Until 2nd June 2014
BEE-_Z—WNF,NA-H

BREE (#)

0Old Option Scheme
ERkRE:d

The higher of:
PEYSE-E

(@)  80% of the average closing
prices of the shares on the
Stock Exchange for b business
days immediately preceding the
date of offer
Bein ZENIEE B HAT R
flEl & 5 B 1 B 2 AT F IR
{8 2 80%

(b) the nominal value of a share

Pefp 2 mfE

Terminated on 3rd June 2004
RZZEENFESAZBA&KIE
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SHARE OPTION SCHEMES (continued) BRES (#)

At 31st December 2004, details of the share options granted R ZZTZEMNF+ A =+—H ' RIFEFERET X
under the Old Option Scheme are as follows: TEREFBOT:

Number of Number of Closing price
options Number of options per share
outstanding at options  outstanding at immediately
1st January cancelled  31st December Exercise price before the
2004 during the year 2004 Date of grant  Exercise period per share  date of grant
R-BENF R-BENF
-A-H t=A=t-H SERBRE
AfifEz  FRE#HZ A2 RYEMAZ
BREHE  BRERE  BREZA BFRH AESE SROIEE SKEYFE
HK$ HK$
oy BT
CHEN Libo RK 4,000,000 - 4,000,000 20/5/1998 20/11/1998 3.48 428
- 19/5/2006
2,000,000 - 2,000,000 18/6/1998 18/12/1998 229 290 37
- 18/6/2005
3,000,000 - 3,000,000 28/9/1998 28/3/1999 1.48 1.88 ﬂ
- 28/9/2005 Z'E’
i
Employees B8 4,240,000 (2,790,000) 1,450,000 20/5/1998 20/11/1998 3.48 4.28 =
- 19/5/2005 .
950,000 - 950,000 18/6/1998 18/12/1998 229 290 z
- 18/6/2005 g
»
Other Eih 3,000,000 - 3,000,000 20/5/1998 20/11/1998 3.48 4.28 =
participants 2% - 19/5/2005

Note:  No options were granted nor exercised under the Option ~ MfiF: BE_TZTNF+_A=+—BILFERXN LEIR
Schemes during the year ended 31st December 2004 BREBRESER TRITEEMBERE-
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REPORT OF THE DIRECTORS (conrivuen)

DIRECTORS’ INTERESTS

At 31st December 2004, the interests and short positions of
the Directors and Chief Executives of the Company in the
shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of the
Securities and Futures Ordinance (the “SFQ”)) which (a) are
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which are taken or deemed to
have under such provisions of the SFO); or (b) were recorded
in the register required to be kept under Section 352 of the
SFO; or (c) were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies in the Rules
Governing the Listing of Securities on the Stock Exchange

(the “Listing Rules") were as follows:

0] Interests of the Directors in shares and underlying

shares of the Company:

Nature of
Name of Directors interests Long position
E3ns BEME #e
OEl Kang Eric Corporate 1,617287276
Bl AH]
Family 1,118,000
Rk
CHEN Libo Personal 59,300,000
B 3L f&A
TSANG Sai Chung Kirk Personal 150,000
LA f&A
TANG Sau Wai Tom Personal 249,000

HTE fEA

oy

RZZFZEOFT_A=1+—8 @QREEHFIHAEK
B (TR HEHR]) EXVEFRTRESD BAM
ARRBRBRFAEL 2B (BHERER S RE K
Pz EHRXBEEREFXIRAEB ZREIXRR)

HOREZSMMERIEIEHREFEZERT
Mresk: HERBEHIMES EMARR ([ LR

A Bz EMAREFTETESR G ZRE

Sl

BAARR ML 2B AARES RITH

BENRART REBER

Al (EERBSMBEED

SEXVER) 2z Befn - EBR D RE S A 2 e ok

BWR:

() EBEFERAQAMK

Approximate %

of the issued

Note share capital
HERTREZ

g3 BRED
1 83%
2 0.06%
3 3.04%
01%

01%

Short position

"RE

76,628,000

o MARRA R D 2 2 -

Approximate %

of the issued
share capital
HERTRAE
ZBHBEI

3.93%
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DIRECTORS’ INTERESTS (continued)

(M Interests of the Directors in shares and underlying

shares of the Company: (continued)

Notes:~

The corporate interest of Mr. Oei represents the
interest in 1,138,993,905 shares held by Creator, a
call option for Creator to subscribe at no
consideration for 380,000,000 underlying bonus
shares credited as fully paid at HK$1.00 per share
in whole or in part during the period of 6 years from
13th April 2004 and a put option for Creator to buy
back 98,293,371 underlying shares from the
creditors and FRN holders, pursuant to Debt Transfer
and Exchange Agreement dated 20th December
2003 entered into between Creator, bank creditors
and the FRN holders.

The family interest of Mr. Oei represents the shares
jointly held with his wife.

The personal interest of Mr. Chen represents the
interest in 19,300,000 shares, an interest in
31,000,000 underlying shares pursuant to the
placing agreement dated 19th October 2004 made
with Creator and an interest in 9,000,000 underlying
shares in respect of the share option granted by
the Company as stated below.

EEER (£)

EENARAIRMD REBERD 2 #m: (&)

CEIS

BEREMAZRARESERAEREBZ
1,138,993,005 It #E = - BlE T B
“TEENEN A+ A ERFHEEERE
2 &R 5 &8 45 380,000,000/ ¥ £ A% [ 1£ 1.00
EITLARTIER U 2 R AL IR 2 R B8 HA i
U RBEAE - ERERTRFIEZEF
BEARZZEZEZF+-_A-F+RHIUZER
EBRELRGRE REEATHERARZS
=% 5 A0 098,293,371 IX B REIAL 1) 2 R
THEARE R A o

BREZHKGERIEEAZFH

e

R+ A 2 B

B 5t A 2 B A BE 2 48 2 19,300,000 B 15 2
Eam HAER_ZZNFT AT NBEEIZ
2 B & 173 18 T 31,000,0000% FH B AL 19 2 4
HOUARRTMERRRR T2 ERES S
2.9,000,000% FE B AR 10 < #E 2 o

W
©

BTy (W#H) EEHE
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DIRECTORS’ INTERESTS (continued) EE5Em (&)

B ERRES R T RBAANSRE
81,0058 75 2 R 1) 2 76 B A -

(ii) Options to subscribe for shares of HK$1.00 each in (i)
the Company granted under the Old Option Scheme:

Number Number Number of Closing price
of options of options options per share  Consideration
outstanding at  outstanding at exercised Exercise  immediately paid for
Name of Ist January  31st December during price before the  the options
Director 2004 2004 Date of grant  Exercise period the year per share  date of grant granted
R-ZEME  RoREIME BER
-B-8 tZA=t-H BRERT  XMRT
AT AfTEZ FREfTE A2 BhRE
3.3 FREZE  ERERR  RTAA ITEEE  RRERE SROKE SRUTE PA
HK$ HK$ HK$
BT BT AT
CHEN Libo  FR37J% 4,000,000 4,000000  20/5/1998 20/11/1998 - 348 4.28 1
- 19/6/2006
40 2,000,000 2,000000  18/6/1998 18/12/1998 - 229 290 1
- 18/6/2006
3,000,000 3,000000  28/9/1998 28/3/1999 - 148 1.88 1
- 28/9/2005
Note:  The options are held by the Director under personal Wit ZEBREDEEUFEARRZITE

interests.

(i) EBEFRARABEARZBO MEBRNDZ

shares in associated corporation of the Company: B

(iii) Interests of the Directors in shares and underlying

ER A AR EEEEERA ARG 1 REER
(15 100004 35 ) 1 25 018 A HE 26 -

Mr. OEI Kang Eric owns 1 ordinary share (representing
100% interest) in Creator Holdings Limited as his

personal interests.

B EX PR BEEIN RER AAR - EHE AR B
ERFEBRARRERRMBARMESRITIR
FEFAZERANRRHEBE AR 2D HERK
MRESZERIRE ZEM L

Save as disclosed above, at no time during the year was the

Company, its subsidiaries, its associated companies, its holding
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company or its fellow subsidiaries a party to any arrangement
to enable the Directors to hold any interests or short positions
in the shares or underlying shares in, or debentures of, the

company or its associated corporation.
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SUBSTANTIAL SHAREHOLDERS'
INTERESTS

The register of substantial shareholders maintained under
Section 336 of the SFO showed that as at 31st December
2004, the Company had been notified of the following
substantial shareholders’ interests and short positions, being

5% or more of the Company’s issued share capital.

These interests are in addition to those disclosed above in

respect of the Directors and chief executives.

Name of Shareholders Long position
BRR&®E #e
Creator Holdings Limited 1,617,287,276

BEREARAR

Shanghai Construction (Group) General Corporation 149,000,000
BRI (RE) AL

Note:-

The interest represents the interest in 1,138,993,905 shares, a call
option to subscribe at no consideration for 380,000,000 underlying
bonus shares credited as fully paid at HK$1.00 per share in whole
or in part during the period of 5 years from 13th April 2004 and a
put option to buy back 98,293,371 underlying shares from the
creditors and FRN holders, pursuant to Debt Transfer and Exchange
Agreement dated 20th December 2003 entered into between Creator,
bank creditors and the FRN holders.

Save as stated above, no other person had any interests or
short position in the shares or underlying shares which would
fall to be disclosed to the Company under Part XV of the
SFO.

m

FERRE

RZBETEMF+ZA=+—0 REFH LIPS KM
FIBRFEZCETERRELM BRAQREER
HTANEBEREHEEANDAEBEITRALDHK A £
B RARE -

HERGD EXHEERESTRABREZ#S
PASNZ HE 2k

Approximate % Approximate %
of the issued of the issued
share capital ~ Short position share capital

HERT HE BT
BAZ B BRAZBH
Bt A BOL
Note 83% 76,628,000 3.93%
fif it
7.65%
Mt —

e 1,138,993,006k R AT T T MM A
TR AFHBEERE 23 335 380,000,0000% %
SREE1.008 T ARIIIES T 2 BRIAT AR 2 3R 08 Hp A
mUARREAE BRBRTRIEZERFEARZEE=
FH+ZAZTHITUZEBERRIRGH TREEA

B2 B EEEA AR E8 293,37 1 ik BRI ML (1 2 Bm Hi#E
R o

R b EIN BEEMA T EA RO BB D T2
REAR MARERE S KPR ERAFEXVEBRAR
BEEN

AN
RN

]
i
#
s
=
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]
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DIRECTORS’ INTERESTS IN
CONTRACTS

Other than the service contracts, there is no contracts of
significance in relation to which the Company or its subsidiaries
was a party and in which a Director had a material interest
subsisted at the end of the year or at any time during the

year.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESSES

Mr. LI Xueming and Mr. FAN Yan Hok Philip are directors and
senior management in the China Everbright Group of
companies which is carrying on a variety of businesses. One

of its business activities is property development/investments.

Mr. LIU Guolin and Mr. XU Zheng are directors and senior
management in the Shanghai Construction Group which is a
sub-contractor and a joint venture partner for certain
construction projects of the Company. One of its business

activities is construction business in PRC.

Having considered that the Company itself has its own
management supervising the daily operation and making
financial and business decisions, the Company can operate its
business independently from China Everbright Group and

Shanghai Construction Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the

Company were entered into or existed during the year.

EECENER

BRIRTE & 25N REA B FAEMEHE NRQA)%H
HEMMBARMETVEANESEEFRHEAEX
Ba2BEERH-

EEERFIREBZER

FEREERBCEBLLERTEEAREEZEER
EREBAB-FREIAAEEZEZTICZER &
TRENEERRE-

FEMEERBUELERSLERT (RE) 2EFER
EREBAB-RRARARARAETELEEBEREZSE
BRhEEEH HEXBERETBREE TiEAgzE-

A ARBREBAFZEEEBEEHEEHEER
EEMIEME R RARZEBELERBILN
TEEAEER ESET (£E) -

BEEEXK

ARARRFAL BT LK EBEMNBBEARREH
SEFEAERNFD X ZEERTRAL -
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MAJOR CUSTOMERS AND SUPPLIERS

The percentages of the Group’s purchases and sales for the
year attributable to major suppliers and customers were as

follows:

Purchases
the largest supplier
five largest suppliers
Sales
the largest customer

five largest customers

None of the Directors, their associated companies or
shareholders, which the knowledge of the Directors, held any
interests in the share capital of the suppliers or customers

noted above.

PURCHASE, SALE OR REDEMPTION
OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of its listed securities during the financial

year.

BANK LOANS AND OTHER
BORROWINGS

Particulars of bank loans and other borrowings of the Group
and the Company at 31st December 2004 are set out in note

30 to the accounts.
FIVE-YEAR FINANCIAL SUMMARY

A five-year financial summary of the results and of the assets

and liabilities of the Group is set out on pages 113 and 114.

ITEEFRHER

TERERREFPEARERERMHEEZAD
b an

BEE
R M ER 17.15%
ARHER 33.11%
HES
BRAEP 34.90%
AREP 92.82%
BEFEMM MEESE HEBE A fsRERN it

HEMAEF 2BRATHEA (IS

ARBREMBRAANATBRFEALERE HE
SEEEEMEHES-

RITERRH AR

ME+—A=+—HZR

$$@&$ AR_ZEZE
PN REEBKTEE30

=R H 1 2 - B
EEMBHE

ARERE BERABZAGHETHNFHRS
TBERE114K-

NN
@

]
i
#
s
=
at
il
]
Il

BErZESTHMEE - e




AN
N

ac
o
z
o
~
o
z
@
I
(@]
z
1%}
)
A
c
a
=
©
z
I
o
o
9
z
o
7
=
S
=
m
o
.
b
z
z
c
>
z
P
m
o
o
o
&
N
o
o
R

EETREE 0

REPORT OF THE DIRECTORS (conminuen;

LIQUIDITY

As of the balance sheet date, the Group’s unpledged cash
and bank deposits were HK$378.4 million (2003: HK$164.6
million). The directors anticipate that the Group will utilise the
available cash balances, the proceeds from its construction
contracts and future sales of properties, and rental income
together with any new loans which is expected to be available
from the banks to meet its funding requirements of its major
construction contracts and working capital requirements in both

Hong Kong and China.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group are set out on
page 115 and 116.

DONATIONS

During the year, the Group made charitable and other donations
of approximately HK$430,000.

RESERVES

Movements in the reserves of the Group and the Company

during the year are set out in note 27 to the accounts.

RETIREMENT SCHEMES

The Group operates a Mandatory Provident Fund Scheme.
Particulars of the retirement schemes are set out in note 9 to

the accounts.

CODE OF BEST PRACTICE

During the year, the Company complied with the Code of Best
Practice as set out in Appendix 14 of the Listing Rules except
that the independent non-executive directors are not appointed

for specific terms.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the Listing
Rules as its own code of conduct regarding Directors’ securities
transactions. Specified employees who are likely to be in
possession of unpublished price-sensitive information of the
Group are also subject to compliance with guidelines on no
less exacting terms than the Model Code. A Code for Securities

Dealings by Employees has also been adopted in this regard.

ADVANCES AND GUARANTEES TO
AFFILIATED COMPANIES AND OTHER
ENTITY — DISCLOSURE PURSUANT TO
RULES 13.13 TO 13.22 OF THE
LISTING RULES

AFFILIATED COMPANIES

The Company itself and through its subsidiaries have entered
into contractual joint venture agreements with several joint
venture members and have undertaken substantial investments
for development of certain properties and infrastructure
projects, and construction works. Pursuant to these
agreements, investments were made to joint venture companies
in the form of capital and advances in proportion to the
respective joint venture members’ capital contribution ratios
or in accordance with the terms of the joint venture
agreements. These investments were classified under the
headings “jointly controlled entities” and ‘associated
companies” in the consolidated balance sheet of the Group.
Details of such investments as at 31st December 2004 are
disclosed below:
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AFFILIATED COMPANIES (continued) BEBLAR (&)

% interest
attributable to

Affiliated companies the Group
FREEGES
L] PN BOLLER

Hong Kong Construction SMC Development Limited (note d and e) 40%
BERRERERAERAR (Wizdke)

Hong Kong Construction Kam Lung Limited (note d) (ff#d) 45%
Right Choice International Limited (note d) (#f##d) 97.5%
Dorboy Investment Limited (note d) 50%

BERBERRDA (Mid)

Quick Wealth Investments Limited (note d) 50%
REREFRAA (Hitd)

Hong Kong Construction-AMEC Joint Venture (note d) (Kf##d) 55%

Total & 5f

Amounts due
from affiliated
companies

FE W
BELERE
HK$ Million
BEET
90.2

468.2

226.7

469.9

455.2

99.9

Annual interest rate
on advances

Interest bearing
wa

Interest free

25

Interest free

25

Partial interest free/
Partial bearing interest
at HK$ prime rate +1%
Fres/BoBE RER
REEMEMN—E:E

Partial interest free/
Partial bearing interest
at HK$ prime rate

% =| /_LB /'\;’ﬂt g
?Er%m-%ﬁﬂ GHR

Interest free

28
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AFFILIATED COMPANIES (continued)

Notes:

(a) The advances are unsecured, without fixed repayment terms
and are repayable in cash out of the net cash surplus from
operation of the affiliated companies.

(b) The advances made were funded by internal resources and
by bank borrowings for general working capital purposes.

(c) Save for those mentioned above, no guarantee has been
given by the Group for facilities granted to the above
mentioned affiliated companies.

(d) The amounts due from these affiliated companies, which
individually exceed 8% of the Company's market capitalisation
as at 31st December 2004, are related to these companies’
property development/investment projects and/or working
capital funds.

(e) Save as stated above, the Group has provided construction
services to Hong Kong Construction SMC Development
Limited for the development of a property in Guangzhou in
prior years. The Group is still in the process of assessing
the final payments due from them.

As at 31st December 2004, total advances made to affiliated
companies given by the Group for facilities utilised by affiliated
companies, in aggregate, amounted to approximately
HK$1,810.1 million which represented approximately 52.1%
of the total assets of the Group as at 31st December 2004.

As the circumstances giving rise to this disclosure will probably
continue to exist, the Board will ensure that the required details
will be disclosed in the subsequent interim reports and annual
reports providing adequate and sufficient information to allow
investors to make an informed assessment of the financial

position of the Group.

BMEAE (#)

(@) BFYEERREETEERR EFT AN
RAEBZREBBFRTUNRSEE-

(b) BRIORAMLERRBITESBENME-—REEES
P& e

() KBEXRAEIN NREBLERE T LRHER A
ZREFREME R

(d) EREdBEARFE (EAEEEEAARN
ZEMF+-_A=+—HZMEEFES%) 2 BBMN
BUEARZMERR /REBRBR /REEED-

() KEXRAZEIN AEERNTEEZRREBRERER
NERMRZERY URBEFEEREMN—EY
- AEERENDATEREBEBZ AR ZHER-

R-FZFWNF+ A=+ AREXINTHER
AEABBLARIREZENRAES HNE
1,810,100,0008 T AR EHE-TTHNF + =
A=t HZEEREHNG21%"

MRERERRBEZEREERETE EFERH®
REERZTFHBERFRAREMFTFE REMH
HEERARZEMBREEHNAEE ZHBMNIE
HAE 2w

NN
N

]
i
#
s
=
at
il
]
Il

BErZESTHMEE - e




EEEREE @
REPORT OF THE DIRECTORS (conmivuen)

PRO FORMA COMBINED BALANCE SHEETOF KB ATIZBZAHEEEER

AFFILIATED COMPANIES

A pro forma combined balance sheet of certain affiliated & THBAREESAEEEATKEER EEHEESH

companies with major financial assistance from the Groupand EEBEXREAEEEWEE

A B AR 2 EEmN —

the Group's attributable interest in these affiliated companies ZTZEWHF+ A=+ —HHMM T :

as at 31st December 2004 is presented below:

Combined total
EHEY

HK$ Million HK$ Million
B &% T BEET

Fixed assets EEBE
Investment properties REME 1,426.3
Hotel properties B JE ) % 2,221.0
Others Hh 13
3648.6
Other non-current assets HIEme&EE 817.6
Current assets MENEE
48 Properties held for sale EHERBZMWE 108
Other current assets HEtme & E 4178
3
2 4286
S
o Total assets BERLE 4,894.8
3 ——
&
? Capital and reserves BARRE
3 Share capital AR A 10.1
% Reserves BB (1,129.3) (1,119.2)
=
5 Non-current liabilities ERBAEE
é Advances from shareholders fi% 51 E4 2k 2,900.4
3 Bank and other loans RITREMERK 230.0
: Other non-current liabilities HEHiIERSEE 408.2 3,538.6
=
zZ
= Current liabilities REEE
% Amounts due to shareholders/ FETRR R
5 joint venturers B ENRIE 842.7
g Current portion of bank loans RITERZ RS 3086
Other current liabilities HihmeaE 1,324.1 2,475.4
Equity and liabilities

[RREENEEERE 4,894.8

Attributable interest of the affiliated companies to the Group WMZETZME+ B =+—H XEB(ABB AT
as at 31st December 2004 amounted to a deficit of 2 /&4l $£649,900,0005% 7T -
HK$649.9 million.
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OTHER ENTITY

On 8th June 2004, Hong Kong Construction (Shenzhen)
Limited (“‘HKC (Shenzhen)"), a subsidiary of the Group entered
into an agreement with Xing Ye Bank, Shenzhen Branch (“Xing
Ye Bank"), pursuant to which Xing Ye Bank agreed to act as
the entrustment agent of HKC (Shenzhen) to on-lend a sum
of RMB160.0 million to BERKEZER QA
independent third party in the PRC for the purpose of
generating higher interest income. The advance was unsecured
with interest charged at a rate of 4.779% per annum and
repayable on the expiry of a three-month period following the
drawdown on 9th June 2004. The advance of RMB160.0
million, together with interest accrued thereon up to 27th July
2004 of approximately RMB1,040,000, was fully settled on
28th July 2004.

AUDIT COMMITTEE

The audit committee comprises two independent non-executive
directors and one non-executive director with written terms of
reference in accordance with the requirements of the Listing
Rules, and reports to the board of directors. The audit
committee has reviewed the Group’s annual results for the
year of 2004.

AUDITORS

KPMG acted as auditors of the Company up to and including
the ended 31st December 2003. KPMG resigned on 3rd June
2004 and the Directors appointed PricewaterhouseCoopers
to fill the casual vacancy effective 20th July 2004.

The accounts have been audited by PricewaterhouseCoopers
who will retire upon the conclusion of the forthcoming annual
general meeting, being eligible, offer themselves for
re-appointment.

By order of the board
OEl Kang Eric
Managing Director and Chief Executive Officer

Hong Kong, 7th April 2005
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