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2003 was a year full of challenges. The outbreak of SARS in the first
half of 2003 had seriously affected the business environment. However,
with the concerted effort of the whole nation, the situation came under
control later and the economy of the PRC resumed its rapid growth.
Hong Kong’s economy also fully rebounded after July, following the
signing of the Closer Economic Partnership Agreement and the
introduction of “Individual Visit Scheme”. During the year under
review, the Group has made significant breakthrough and developments
in terms of both overall business direction as well as operational
progress. With years of effort and dedication, the Group finally
completed its business and assets restructuring. Having disposed of
the loss-making timber business, the Group made a tremendous effort
in the development of environmental protection business, and clearly
established the focus on environmental protection, infrastructure and
property investment as its core businesses. Also, as a result of the
disposal of the loss-making business, the Group retrieved a healthy
financial position and made a court petition to eliminate the
accumulated losses by the reduction of share premium account, which
was approved by the High Court of Hong Kong on 2 March 2004. The
success of the reduction of share premium account signalled the
resumption of the Group’s capability of distribution of dividend and

full confidence in its future business results.
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The Group recorded encouraging financial results for 2003. Profit
attributable to shareholders amounted to HK$56,837,000, a surge of
55.3 times over the previous year. The growth was mainly attributable
to the disposal of loss-making business and the reflection of earnings
from our normal businesses. During the year under review, Fuzhou
Qingzhou Bridge, at its first year of operation, recorded satisfactory
growth in daily traffic which foreshadows a promising future.
Investment projects, such as Shenzhen Mawan Power Company Limited
and Zhongshan Garden, continued to contribute steady revenue and
cashflow that laid a solid foundation for the Group’s future business

development.

Being the environmental protection flagship of its parent company,
China Everbright Holdings Company Limited, the Group managed to
achieve significant breakthrough and success, particularly in the
waste-to-energy incineration, urban sewage treatment and water supply
segments with strong competitiveness and well-established reputation
in the market. During the year under review, the waste-to-energy project
in Hengtan, Shunde District of Foshan City, the Group’s first
environmental protection project, has commenced its construction as
scheduled. The construction of the project is now close to completion
and it is estimated to generate power in the second quarter of 2004.
During the year, the Group has also entered into an agreement with a
business partner and Suzhou Municipal Government to develop a
waste-to-energy project in the city, which is expected to complete by
the end of 2005. Urban sewage treatment is another key focus in the
Group’s agenda. During the year under review, the Group teamed up
with the French Veolia Group and entered into an agreement with
Qingdao Municipal Government to set up a sewage treatment joint
venture, which has been designated as one of the supporting
infrastructural projects in Qingdao for the 2008 Beijing Olympic

Games.
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Looking ahead for 2004, uncertainties still hover over the global
economy, but there is a general trend of rebound and it is expected
that the PRC economy and consumption power will continue its strong
momentum of growth. As the market reform of public utilities in the
cities of the PRC continues to intensify and the demand for
improvement of the quality of living environment grows, the
environmental protection business will see a great potential in the
future. With the tremendous support of the parent company and the
business opportunities and solid foundation secured by the Group, we
will continue to seek strategic cooperation with world-renowned
enterprises in the field of environmental protection. The Group will
actively develop environmental protection projects, create quality
projects, and establish and enhance the brand name of “Everbright
Environmental Protection”. With all these efforts, the Group will
develop itself as a leader in the environmental protection business and

infrastructure investment in the PRC.

On behalf of the Group, I would like to express the heartfelt gratitude
for the unfailing effort, support and trust of all our shareholders,
members of the Board, the management and staff members. With our
persistent effort, I have full confidence that the Group will accomplish

an even better business performance with steady growth in the future.

Wang Mingquan

Chairman

Hong Kong, 14 April 2004
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