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FINAL RESULTS

The consolidated turnover, consolidated profit attributable to
shareholders and basic earnings per share for the Period amounted to
HK$543.7 million, HK$23.6 million and HK$0.114 respectively.

CORPORATE STRATEGY

Year 2003 was a challenging year, yet a prosperous year for the Chinese
economy and the Chinese cement industry. Severe Acute Respiratory
Syndrome, followed by serious drought in Southern China, had a
significant impact on the general economy and people’s life. Despite of
the troubles and challenges, the Chinese Mainland’s Gross Domestic
Products and capital expenditures reached RMB 11,600 billion and
RMB5,500 billion respectively in 2003, representing annual growth of
9.1% and 26.7% respectively. With the strong economic growth of the
Chinese Mainland, more capital expenditure has been made for
infrastructural and housing development projects resulting in a greater
demand for general building materials including cement. The cement
industry in the Chinese Mainland experienced rapid growth and
consolidation in 2003. Total cement production was approximately 862
million tonnes (Source: National Bureau of Statistics of China)
representing growth of about 18.9% as compared with 2002. For the
year 2003, NSP cement in the Chinese Mainland accounted for about
23% of its total cement production capacity.

Our Company’s objective is to be a leading participant in the consolidation
of the industry and the improvement in the technology available to and
management of the cement industry in order to support the construction
industry in China by supplying high quality building materials. As one of
the few vertically integrated cement and concrete manufacturers in China
with its operations extending from limestone mining, clinker and cement
production, ready mixed concrete batching to the manufacture of precast
concrete products, we are also keen to establish a leadership position in
the cement industry in the Guangdong Province and the Guangxi ZAR
and become one of the most competitive cement and concrete producers
in China.
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\We summarise our principal cement business strategy with the expression
“Two points, one stroke (F2—4g) ". The first point refers to the PRD,
our target market which is one of China’s largest and fastest growing
cement markets with an annual cement consumption of over 60 million
tonnes. The second point refers to the Guangxi ZAR which possesses
one of the best quality and the most abundant reserves of limestone in
China and where our major production base is located. One stroke
represents the Xijiang River which provides the cheapest means of
transportation for the delivery of our cement products from our
production base in Guangxi ZAR to our target market in the PRD. We
intend to concentrate our production on high grade cement, being grade
42.5 and above, which is manufactured at our plants in the Guangxi
ZAR and shipped to the grinding factories or silos built along the Xijiang
River for further processing and sale to our customers in Guangdong
Province. Other than the above region, we will explore development
opportunities in other provinces in the Chinese Mainland so as to
participate in the industry consolidation and development.

With regard to concrete business, we will strive to maintain our
proportionate market share in Hong Kong and stabilise our sales position.
When the right opportunity arises, we will utilise our advanced
technology and management to expand the ready mixed concrete and
other high value added concrete products business in other cities of the
Chinese Mainland. We intend to develop our ready mixed concrete
operations alongside our extensive cement distribution channels and to
expand out the markets we reserve by further acquisition and building
new plants.

We presently aim to expand our manufacturing capacity to over 10
million tonnes of cement and 5 million m? of ready mixed concrete over
the next three years. This compares with our current capacity of 3.3
million tonnes of cement and 3.2 million m* of ready mixed concrete.
This expansion will be achieved through both the expansion of our
existing production and distribution facilities and through the acquisition
of existing production lines and access to raw material reserves. The
successful achievement of these goals will result the Company becoming
the leading cement and concrete supplier in the Guangdong Province
and Guangxi ZAR area and one of the most competitive cement and
concrete providers in the Chinese Mainland.

SOCIAL RESPONSIBILITY

The Company has a social obligation to minimise the environmental
impact of its operations on the communities they are located. As an
example of our commitment to this, we have installed dust absorption
facilities at all our production plants so that dust emissions are materially
lower than those specified by the government.

10 EHACRERABMR AR  China Resources Cement Holdings Limited
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In October 2003, four ministries of the Chinese government including
the Ministry of Construction and Ministry of Commerce issued a joint
notice banning on-site concrete batching at construction sites in 124
major cities in the Chinese Mainland effective 1 January 2004. We expect
this measure will have a positive effect on the ready mixed concrete
industry in the Chinese Mainland. In December 2003, the government
of Dongguan issued closure orders on 47 out of the 48 cement plants in
Dongguan by 2005 with 33 plants to be closed by March 2004. Our
cement plant in Dongguan is the only plant that will continue to be
permitted to operate due to advanced technology, strict quality control
and high emission standards it has adopted on its operations.

It is expected that the Chinese government will continue to tighten
environmental management standards, which is likely to benefit the
Company and producers who have installed appropriate emission
controls.

PROSPECTS

As stated above, the expansion of our business will be achieved through
both internal expansion and acquisition. We have identified a number
of potential acquisition candidates, although no acquisition has yet been
concluded. We will inform shareholders of any concrete developments
in this regard. Other than the expansion of our existing facility at
Dongguan and the possible acquisition of the Ping Nan Yu Feng Joint
Venture as mentioned in the Prospectus, the Company will also plan for
additional sites in the Chinese Mainland in the future. In January 2004,
we established a wholly owned subsidiary in the Guigang city of Guangxi
ZAR which we intend to invest a total of HK$1.3 billion to build two
5,000 tonnes per day NSP lines in two stages by 2006. The construction
of the first production line is expected to commence in June 2004.

The general economic sentiment and environment in Hong Kong has
improved recently as shown by recent property price increases. Should
the confidence in the property and infrastructure sectors continue to
grow and Hong Kong economy recover, the Group’s concrete business
will be able to benefit through increased orders. We are also likely at
the possibility of building a number of ready mixed concrete batching
plants located in major cities in the Guangxi ZAR and the PRD so that
we can expand our market for ready mixed products to this region.

In order to strengthen the competitiveness of our products and to
enhance the efficiency of our operations, we will streamline our
organisational structure and centralise various functions of sales and
marketing, procurement of raw materials, human resources management
and logistic management in the near future so as to improve our overall
profitability.
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Looking ahead, we expect the Chinese economy and capital and
infrastructure spending to continue to grow strongly this year. We are
confident that the cement and concrete demand in the Chinese Mainland
will remain strong in the near future which will be reflected in the
Company’s initialled growth and in acceptable returns being achieved
for our shareholders.

CORPORATE GOVERNANCE

The Company established an Audit Committee on 20 June 2003. The
Audit Committee comprises three independent non-executive Directors
and two non-executive Directors, and is chaired by Mr. Chan Mo Po,
Paul. The Audit Committee’s principal duties are the review and
supervision of the Company’s financial reporting process and internal
control systems. Two meetings were held during the Period.

The Company established a Remuneration Committee and a Strategic
Development Committee on 29 July 2003. The Remuneration Committee
comprises two independent non-executive Directors, Messrs. Lui Pui Kee,
Francis and Chan Mo Po, Paul, and our Vice Chairman and General
Manager, Mr. Shi Shanbo, and is chaired by Mr. Lui Pui Kee, Francis.
The primary mandate for the Remuneration Committee is to review and
approve the remuneration packages for the Group's senior management
including Directors. One meeting was held during the Period. The
Strategic Development Committee comprises Mr. Lin Zongshou and five
executive Directors and its main duties include the establishment and
review of the Company’s strategic development and will ensure that
the Group’s activities are in line with the development strategies set out
by the Board.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to thank
those who participated in obtaining listing of the Company’s shares on
the Stock Exchange. | would also like to thank our shareholders for their
continuing support. Finally, | wish to pay tribute to the management
and all the employees for their contribution and dedication to their work.

QIAO Shibo
Chairman

Hong Kong, 18 March 2004
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