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The Directors present their annual report and the audited financial

statements of the Company for the year ended 31st December, 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in Note 37 to the financial

statements.

RESULTS

The results of the Group for the year ended 31st December, 2004 are

set out in the consolidated income statement on page 64.

SHARE CAPITAL

Details of the changes in share capital of the Company during the

year are set out in Note 24 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during the
year are set out in the consolidated statement of changes in equity on

page 68 and Note 26 to the financial statements respectively.

APPROPRIATIONS

The Directors recommend the payment of a first and final dividend

of 2.50 HK cents per share.

BANK LOANS AND OTHER BORROWINGS

The particulars of bank loans and other borrowings of the Group and
the Company as at 31st December, 2004 are set out in Note 22 to the

financial statements.

FINANCIAL SUMMARY

A financial summary of the Group for the last five financial periods

is set out on pages 129 to 130.

FIXED ASSETS

Details of the movements in the fixed assets of the Group during the

year are set out in Note 12 to the financial statements.
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INTANGIBLE ASSETS

Details of the movements in the goodwill, negative goodwill and
technical know-how of the Group during the year are set out in Notes

14, 15 and 18 respectively to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2004, the aggregate turnover
attributable to the five largest customers accounted for 32% and the
Group’s largest customer accounted for 14% of the Group’s total

turnover respectively.

For the year ended 31st December, 2004, the aggregate purchases
attributable to the five largest suppliers accounted for 25% and the
largest supplier accounted for 6% of the Group’s total purchase

respectively.

None of the Directors, their associates or any shareholders (which to
the knowledge of the Directors owns more than 5% of the Company’s

share capital) has any interest in any of the Group’s five largest

customers or suppliers.
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DIRECTORS AND SERVICE CONTRACTS

The Directors of the Company during the year and up to the date of
this report are:

Executive Directors:

Mr. Song Lin

Mr. Zhu Jinkun

Mr. Ong Thiam Kin
Mr. Dai Zhenhua
Mr. Wang Guoping
Mr. Yu Yu

Mr. Yu Min

Non-executive Directors:

Mr. Ning Gaoning  (resigned on 30th December, 2004)

Mr. Chen Lang
Independent Non-executive Directors:

Mr. Wong Tak Shing
Mr. Luk Chi Cheong
Professor Ko Ping Keung

The Company has received annual confirmation from each
Independent Non-executive Director with each confirming his
independence to the Company pursuant to Rule 3.13 of the Listing
Rules and the Company still considers that such Directors are
independent of the Company.

In accordance with Clause 110(A) of the Company’s Bye-laws,
Messrs. Song Lin, Zhu Jinkun, Wang Guoping and Yu Yu retire by
rotation. All the above retiring Directors, being eligible, offer
themselves for re-election. The remaining Directors shall remain in
office.

None of Directors, including Directors proposed for re-election at
the forthcoming annual general meeting, has a service contract with
the Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation, other
than statutory compensation.

The term of office for each of the Non-executive Director including
Independent Non-executive Director is the period up to his retirement
by rotation in accordance with the Company’s Bye-laws.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance (to which the Company or its
subsidiary or its holding company or its fellow subsidiary was a
party) subsisting during or at the end of the financial year in which a
Director of the Company is or was materially interested, either directly
or indirectly.
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DIRECTORS’ INTEREST IN SECURITIES

As at 31st December, 2004, the interests or short positions of the

Directors and chief executive of the Company in the Shares and

underlying Shares of the Company or any of its associated

corporations (within the meaning of Part XV of the Securities and

Future Ordinance (“SFO”)) which have been 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 they are taken

or deemed to have under such provisions of the SFO), or which are

required, pursuant to section 352 of the SFO, to be entered in the

register referred to therein, or which are required, pursuant to the

Model Code for Securities Transactions by Directors of Listed

Companies, to be notified to the Company and the Stock Exchange,

were as follows:

(a) JAAR A W) i HE 2 (a) Interests in the Company

R FENLE

+=ZH=+—H

Jor A HE 22 B4 78

T4 W2

Aggregate?

percentage of

¥R %kR Befr ¥ H Vit B HE S H interest as at
WA Long position/ Number of Number of! 31st December,
Name of Directors Short position shares share options 2004
R MG Mr. Song Lin 4 & Long position 3,600,000 8,900,000 0.47
R E&Hi S 4 Mr. Zhu Jinkun % % Long position 2,250,000 6,100,000 0.32
1T & Long position 160,000° -
EHRR LA Mr Ong Thiam Kin Sy Long position 1,000,000 4,500,000 0.21
# % 3 S8 4 Mr. Dai Zhenhua % & Long position 1,400,000 4,600,000 0.23
FE B F S8 4 Mr. Wang Guoping % % Long position - 4,000,000 0.15
Al FHAE Mr YuYu 17 & Long position - 4,000,000 0.15
I & Long position 60,000* -
fir %4 Mr Yu Min 4 # Long position - 2,200,000 0.08
BE  BI%84: Mr. Chen Lang % & Long position 1,500,000 6,000,000 0.30
1T & Long position 500,000° -
fi & B J64: Mr. Luk Chi Cheong % Long position - 900,000 0.03
¥ 15 W5 6 4 Mr. Wong Tak Shing % & Long position - 500,000 0.02
" R %64 Mr. Ko Ping Keung % % Long position - 900,000 0.03
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(b)

Notes:

1.

The number of share options refers to the number of underlying
shares of the Company covered by the share options granted under
the section headed “Share Option Schemes”.

This represents the percentage of aggregate long position in shares
and underlying shares to the total issued share capital of the
Company as at 31st December, 2004.

Mr. Zhu Jinkun was deemed to be interested in the 160,000
ordinary shares through the interests of his spouse.

Mr. Yu Yu was deemed to be interested in the 60,000 ordinary
shares through the interests of his spouse.

Mr. Chen Lang was deemed to be interested in the 500,000
ordinary shares through the interests of his spouse.

Save as otherwise specified under note 3, 4 and 5, interests
disclosed hereunder are being held by each director in his capacity
as beneficial owner.

Interests in issued ordinary shares and share options granted

under the share option schemes of China Resources

S0 OB BE Y B 2% . Enterprise, Limited (“CRE”), an associated corporation of
the Company:
REZBWE
+ZA=+—H
i A 2 A
AAR:
BRATHRE Aggregate?
T percentage of
KR/ RR Jf R WBHERH  Exercse Price interest as at
HFEA Long position/ Number of Number of! per share BHHM 31st December,
Name of Directors Short position shares share options HKS Date of grant 2004
F MRS Mr. Song Lin 4 Long position - 2,000,000 .17 07/02/2002° 0.23
- 2,500,000 9.72 14/01/2004°
200,000 200,000 7.19 20/06/2000°
REMEA Mr. Zhu Jinkun 41 Long position - 150,000° 7.40 19/04/2002* 0.03
- 150,000® 9.72 14/01/2004°
- 300,000® 10.35 04/10/2004°
B Bi%4 Mr. Chen Lang 4 Long position - 1,500,000 6.29 14/04/2003¢ 0.1
- 800,000 9.15 25/05/2004°
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Notes:

The number of share options refers to the number of underlying
shares of CRE covered by the share options.

This represents the percentage of aggregate long position in shares
and underlying shares of CRE to the total issued share capital of
CRE as at 31st December, 2004.

The share options are exercisable within a period of 10 years
from the date of grant of the relevant options.

The share options are exercisable in 3 tranches, from 19th April,
2002 and from Ist January, 2003 and 2004 to 18th April, 2012.

The share options are exercisable in 4 tranches, from 14th January,
2004 and from 1st January, 2005, 2006 and 2007 to 13th January,
2014.

The share options are exercisable in 4 tranches, from 14th April,
2003 and from 1st January, 2004, 2005 and 2006 to 13th April,
2013.

Mr. Song Lin was deemed to be interested in the 200,000 ordinary
shares and 200,000 underlying shares through the interests of his

spouse.

Mr. Zhu Jinkun was deemed to be interested in the underlying

shares through the interests of his spouse.
Save as otherwise specified in note 7 and 8, interests disclosed
hereunder are being held by each director in his capacity as

beneficial owner.

In each case, HK$1.00 is payable upon acceptance of the options

granted.
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(c) Interests in issued ordinary shares and share options granted

under the share option scheme of China Resources Power

w0 T 452 B M Y B 2 - Holdings Company Limited (“CRP”), an associated
corporation of the Company:

REZBWE

FZAZ+—H

i A 2 S
AR
Y Eid Aggregate’

-y percentage of

R/ kA B #H WBHEB " Exercise Price interest as at

A Long position/ Number of Number of! per share e 31st December,

Name of Directors Short position shares share options HKS Date of grant® 2004

F M Mr. Song Lin 4 Long position - 2,000,000 2.8 12/1172003 0.05

REMPEAE Mr. Zhu Jinkun 4 & Long position - 500,000 28 12/11/2003 0.01

EH R4 Mr. Ong Thiam Kin -~ % #& Long position - 250,000 2.8 12/11/2003 0.01

R ¥ E Mr. Dai Zhenhua #F# Long position - 450,000 28 12/11/2003 0.01

EBF %% Mr. Wang Guoping ¥ Long position - 450,000 28 12/11/2003 0.01

i FRE M YuYu ### Long position - 250,000 2.8 12/11/2003 0.01

B WIS Mr. Chen Lang 4 # Long position - 500,000 2.8 12/11/2003 0.03

48 Long position 100,000 400,000 28 12/11/2003

B ik Notes:

Lo WS B RE 950 H i 0B RE P 90 % i 35 R O M 1. The number of share options refers to the number of underlying
B 6 8H o shares of CRP covered by the share options.

2. W AER ok A BB RN 2. The options are exercisable in 5 tranches, from 6th October, 2004,
FRUE - ZERAE - ZRBLERER 2005, 2006, 2007 and 2008 to 5th October, 2013.
FMETANARE-ZZ—=4£+HHH
L9 P PAAT A

3. WARZFEFWET-A=Z+—HRE 3. This represents the percentage of aggregate long position in shares
T ) ey B HH B R 0 AR A 2 R and underlying shares of CRP to the total issued share capital of
DB BT IR A KB A Mo CRP as at 31st December, 2004.

4. Bi B S A % i L T 0 RE 2 ek N A B 4. Mr. Chen Lang was deemed to be interested in the 100,000
A 100,000 ¥ 38 B K 400,000 5 A8 B 1B £y iy ordinary shares and 400,000 underlying shares through the interests
HE 25 - of his spouse.

5. BREEREASS A Rk W A o AR SC P e R E 25 B 5. Save as otherwise specified in note 4, interests disclosed hereunder
HAEEREDEBEATAG BT are being held by each director in his capacity as beneficial owner.

6. TABTEVLT » 2 B A I o 452 6t M Ry S A+ 6.  In each case, HK$1.00 is payable upon acceptance of the options

1.00% JC ©

.

granted.
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Save as disclosed above, as at 31st December, 2004, none of the
Directors or chief executive of the Company or any of their associates
had any interests and short positions in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which are required to be
notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO Ordinance (including interests and
short positions which they are taken or deemed to have under such
provisions of the SFO) or which are required, pursuant to section
352 of the SFO, to be entered in the register referred to therein or
which are required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies in the Listing Rules,

to be notified to the Company and the Stock Exchange.

SHARE OPTION SCHEMES

The purpose of the Old Share Option Scheme is to promote
commitment by its participants and to encourage its participants to
perform their best for the Company. The participants are the
employees (including executive directors) of the Company or any of
its subsidiary. As the Old Share Option Scheme has been terminated,
no more option can be issued pursuant to the Old Share Option
Scheme but in all other respects the provisions of the Old Share
Option Scheme shall remain in force. The maximum entitlement of
each participant shall not exceed 25% of the maximum number of
Shares in respect of which options may be granted under the Old
Share Option Scheme. The period within which the Shares must be
taken up under an option shall not be later than 10 years from the
date the option is granted. There is no minimum period for which an
option must be held before it can be exercised. HK$1.00 is payable
on acceptance of the option within 28 days from its date of grant.
The subscription price is the higher of (i) the nominal value of a
Share and (ii) 80% of the average of the closing prices of the Share

on the Stock Exchange on the five trading days immediately preceding

the date of grant of the options.
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The purpose of the New Share Option Scheme is to promote dedication
by its participants and to encourage its participants to perform their
best in achieving the goals of the Group. The participants are any
director (or any persons proposed to be appointed as such) and
employee of each member of the Group; any discretionary object of
a discretionary trust established by any employee or director of each
member of the Group; any executive or employee of any business
consultant, business partner, professional and other advisers to each
member of the Group (or any persons proposed to be appointed as
such); any substantial shareholder of each member of Group; any
associates of director or substantial shareholder of the Company; and
any employee of the Company’s substantial shareholder or any
employee of such substantial shareholder’s subsidiaries or associated

companies, as absolutely determined by the Board.

As at the date of the annual report, the total number of Shares available
for issue pursuant to the New Share Option Scheme was 131,648,226,
representing about 4.96% of the issued share capital of the Company.
The maximum entitlement for any one participant is that the total
number of Shares issued and to be issued upon exercise of the Options
granted to each participant (including both exercised, cancelled and
outstanding Options) in any 12-month period shall not exceed 1% of

the total number of Shares in issue.

The period within which the Shares must be taken up under an option
shall not be later than 10 years from the date the option is granted.
There is no minimum period for which an option must be held before
it can be exercised. HK$1.00 is payable on acceptance of the option
within 28 days from its date of grant. The subscription price is the
highest of (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, (ii) a price
being the average of the closing prices of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the 5 business days
immediately preceding the date of grant and (iii) the nominal value

of a Share. The New Share Option Scheme is valid for 10 years from

26th November, 2001. No further options may be granted pursuant to
the New Share Option Scheme after 25th November, 2011.
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(a) o0 BB B 2 MR (a) Directors’ right to acquire shares

RoRFUET A=+ —H - FEHFRME As at 31st December, 2004, the Directors who had personal
A2 ) W B T AR w2 A R E P B interests in respect of options granted under the share option

5 A\ A schemes of the Company are as follows:—

T I
Number of share options

REZENE REZENE
BRAT R “H—H FEAZT-H
# 7 WK AT B WAL
Exercise  Outstanding A M#H REREE  REREE  REAER  Outstanding
Price as at Granted Exercised Cancelled Lapsed as at
i 133 BUAM  pershare  Ist January, during during during during  31st December,
Name of Directors Date of grant HKS 2004 the year the year the year the year 2004
KM% Mr. Song Lin 21/09/2000 0590 6,900,000 - - - - 6,900,000
13/01/2004 * 0.906 - 2,000,000 - - - 2,000,000
WH%EE Mr. Yo Min 21/09/2000 * 0.590 1,000,000 - - - - 1,000,000
2210512002 7 0.920 500,000 - - - - 500,000
09/04/2003 1 0479 200,000 - - - - 200,000
13/01/2004 ® 0.906 - 500,000 - - - 500,000
FEMEE Mr. Zhu Jinkun 25/04/2001 0.547 3,000,000 - 2,000,000 - - 1,000,000
02/10/2002 0570 800,000 - - - - 800,000
09/04/2003 1 0479 4,200,000 - 1,400,000 - - 2,800,000
13/01/2004 * 0.906 - 1,500,000 - - - 1,500,000
B %S & Mr. Dai Zhenhua 25/04/2001 0.547 3,000,000 - 1,400,000 - - 1,600,000
2210512002 7 0.920 1,000,000 - - - - 1,000,000
09/04/2003 1 0479 1,000,000 - - - - 1,000,000
13/01/2004 ® 0.906 - 1,000,000 - - - 1,000,000
ERMAEE Mr. Ong Thiam Kin  25/04/2001 3 0.547 2,000,000 - - - - 2,000,000
02/10/2002 0.570 1,000,000 - - - - 1,000,000
09/04/2003 1 0479 500,000 - - - - 500,000
13/01/2004 ® 0.906 - 1,000,000 - - - 1,000,000
BB %4 Mr. Chen Lang 04/12/2001 * 0.790 6,000,000 - - - - 6,000,000
02/10/2002 * 0.570 1,500,000 - 1,500,000 - - -
il FRE Mr Yo Yu 04/12/2001 ° 0.790 1,500,000 - - - - 1,500,000
02/10/2002 0.570 1,000,000 - - - - 1,000,000
09/04/2003 1 0479 500,000 - - - - 500,000
13/01/2004 ® 0.906 - 1,000,000 - - - 1,000,000

44
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T I

Number of share options
Bk OR-FENE REEENE
i ~A-H AN
¥ W AT B W AT B
Exercise  Outstanding  RENBH RERTE  REAEE  REAEM  Outstanding
Price as at Granted Exercised Cancelled Lapsed as at
Y2 BUHM  pershare  Ist January, during during during during  31st December,
Name of Directors Date of grant HKS 2004 the year the year the year the year 2004
BE 84 Mr. Ning Gaoning*  02/10/2002 8 0.570 2,000,000 - - - - 2,000,000
09/04/2003 1 0479 1,000,000 - - - - 1,000,000
BF#%ELE Mr. Ko Ping Keung ~ 22/05/2002 ¢ 0.920 500,000 - - - - 500,000
09/04/2003 1 0479 200,000 - - - - 200,000
13/01/2004 # 0.906 - 200,000 - - - 200,000
FABESE Mr. Wong Tak Shing  22/05/2002 ¢ 0.920 300,000 - - - - 300,000
02/10/2002 # 0570 200,000 - 200,000 - - -
09/04/2003 1 0479 200,000 - 200,000 - - -
13/01/2004 0.906 - 200,000 - - - 200,000
BE# B B4 Mr. Luk Chi Cheong  22/05/2002 © 0.920 300,000 - - - - 300,000
02/102002 # 0570 200,000 - - - - 200,000
09/04/2003 1 0479 200,000 - - - - 200,000
13/01/2004 0.906 - 200,000 - - - 200,000
E BT %4 Mr. Wang Guoping ~ 09/04/2003 ! 0479 3,000,000 - - - - 3,000,000
13/01/2004 0.906 - 1,000,000 - - - 1,000,000

M it Notes:

1. HRETEH _ZFFFEALA-T—HEE 1. The period during which the options may be exercised is from
ZE-FEAZTHIEMM P DT 21st September, 2000 to 20th September, 2010.

2. WEBREWSRE=H-SHNE FE—4Z 2. The exercisable period is divided into 3 tranches exercisable during
FE_EREREZFNWAZT—HER the periods from 21st September, 2001, 2002 and 2003 to 20th
R -FELAZTHIEHM T UM September, 2010.

3. HBRETLSAE=Z#H-SNE TR £ 3. The exercisable period is divided into 3 tranches exercisable during
FREZFERFREFNENA - THAER the periods from 25th April, 2002, 2003 and 2004 to 24th April
ZR——FNA M H BT AT 2011. The weighted average closing price of the shares immediately
S T B R R AT 1 2 H R A 1 o HE T 8 before the date on which the options were exercised was HK$1.173.

Wi 51,1738 58 ©

R
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10.

11.

12.

13.

14.

*

The exercisable period during which the options may be exercised
is from 4th December, 2001 to 3rd December, 2011.

The exercisable period is divided into 3 tranches exercisable during
the periods from 3rd December, 2002, 2003 and 2004 to 3rd
December, 2011.

The exercisable period during which the options may be exercised
is from 22nd May, 2002 to 21st May, 2012.

The exercisable period is divided into 3 tranches exercisable during
the period from 22nd May, 2003, 2004 and 2005 to 21st May,
2012.

The exercisable period during which the options may be exercised
is from 2nd October, 2002 to Ist October, 2012. The weighted
average closing price of the shares immediately before the date
on which the options were exercised was HK$1.194.

The exercisable period is divided into 3 tranches exercisable during
the periods from 2nd October, 2003, 2004 and 2005 to 1st October,
2012.

The exercisable period during which the options may be exercised
is from 9th April, 2003 to 8th April, 2013. The weighted average
closing price of the shares immediately before the date on which
the options were exercised was HK$0.986.

The exercisable period is divided into 3 tranches exercisable during
the periods from 9th April, 2004, 2005 and 2006 to 8th April,
2013. The weighted average closing price of the shares immediately
before the date on which the options were exercised was HK$0.986.

The exercisable period during which the options may be exercised
from 13th January, 2004 to 12th January, 2014. The closing price
of shares immediately before the date of grant (ie. 12th January,
2004) was HK$0.90.

The exercisable period is divided into 3 tranches exercisable during
the periods from 13th January, 2005, 2006 and 2007 to 12th
January, 2014. The closing price of shares immediately before the
date of grant (ie. 12th January, 2004) was HK$0.90.

In each case, HK$1.00 is payable upon acceptance of the options
granted.

Mr. Ning Gaoning resigned on 30th December, 2004.
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(b) Employees and other participants’ right to acquire shares

(i) A summary of the movements of the share options in relation to

the employees (excluding Directors of the Company) of the

T Group under the Old Share Option Scheme during the year is as
follows:—
T I
Number of share options

REZENE REZENE
—-J—n F+ZAZ+—H
R AT BB W AR AT B W AR AT B
W Outstanding TRAE % TRAE 45 B A Bk TR 3 Outstanding
Exercise Price as at Granted Exercised Cancelled Lapsed as at
BHHY per share 1st January, during during during during  31st December,
Date of grant HKS 2004 the year the year the year the year 2004
21/09/2000 0.590 6,700,000 - 4,800,000 - - 1,900,000
25/0412001* 0.547 20,050,000 - 4,250,000 - 3,000,000 12,800,000
26,750,000 - 9,050,000 - 3,000,000 14,700,000

i Notes:
. REWERES B=ZHRT - TH 2% 1. The options granted are vested in 3 tranches and exercisable from

ECZRBTERCEBRZMFEAA S —H
BMEZRE-REIAZ T HILBE T AT
5 o 5% 2 W B W RE AT B 22 B4 i A P
T 2 1146000

2. BRHEMBBESAR=ZMRT - TH _F2
S ZRBEAERCBRNENA Z+HHA
MEZFE——FNA Z+ M A LT
AT A o 5% 30 i JOL AR AT A3 2 DI e 0 g
2y T AR 2% 1.005%8 90 ©

21st September, 2001, 2002 and 2003 to 20th September, 2010.
The weighted average closing price of the shares immediately

before the date on which the options were exercised was HK$1.146.

2. The options granted are vested in 3 tranches and exercisable from
25th April, 2002, 2003 and 2004 to 24th April, 2011. The weighted
average closing price of the shares immediately before the date

on which the options were exercised was HK$1.005.
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(i) A summary of the movements of the share options in relation to

the employees (other than Directors of the Company) and

M business partner of the Group under the New Share Option
Scheme during the year is as follows:—
Jik B H
Number of share options

REFRNE REZBWE
—A—H FZAZF-H
B IAT B B WA AT B WA AT B
7 Outstanding TRAE % T4 45 B T Py 8 TAE P 3 Outstanding
Exercise Price as at Granted Exercised Cancelled Lapsed as at
REHM per share 1st January, during during during during  31st December,
Date of grant HKS 2004 the year the year the year the year 2004
04/12/2001" 0.790 7,260,000 - 240,000 - - 7,020,000
02/10/2002* 0.570 16,302,000 - 4,116,000 - 500,000 11,686,000
09/04/2003 0.479 29,700,000 - 2,670,000 - 250,000 26,780,000
03/11/2003¢ 0.800 500,000 - - - - 500,000
13/01/2004° 0.906 - 21,600,000 - - 360,000 21,240,000
07/12/2004¢ 0.910 - 800,000 - - - 800,000
53,762,000 22,400,000 7,026,000 - 1,110,000 68,026,000

Mt Notes:
1. RBEEROERESB=ZHRT - TH % 1.  The options granted to employees are vested in 3 tranches and

FoE ZEREHERFFNET A=
HEEE_R——F T _HA=ZHIEHHET
T - BB R EANS
6,000,0000% > 2 #BBEED IR 7> Mz AT Y &
——E+ZHZHEUM TP UATHE - EHS
1 42 19 6,000,000 5§ it 2 & 38 45 R 47
5 o % 3 B R B AT A5 2 IR A 4
W T % 1.2209 06

WEBEAES B =R T T SRR =42
FRWER_FZFRFETAZHBEDR
— AR A H IR T AT o BRI B
T AT B 2 F B 9 Jn A - 3 e i ARy
1.030% 7t °

exercisable on 3rd December, 2002, 2003 and 2004 to 3rd
December, 2011. The total number of options granted to business
partner are 6,000,000 and vested immediately and exercisable on
or before 3rd December, 2011. All the 6,000,000 options granted
to the business partner are still outstanding. The weighted average
closing price of the shares immediately before the date on which
the options were exercised was HK$1.220.

2. The options are vested in 3 tranches and exercisable on 2nd
October, 2003, 2004 and 2005 to 1st October, 2012. The weighted
average closing price of the shares immediately before the date
on which the options were exercised was HK$1.030.
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TR RES B =R T T ZRFWNE
ZEIFER_ZEANENALARE-R
—ZAE )\ H 1k T DLAT 0 o B R
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W TR A 2 IR T T A SRR A
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FoZFTAZHRMET YT

JERRES B =R T - ZRFLE T
FENER-ZZRFLE-AT=ZaRE
FWE—H+ZH LB BT B
W A 28— B (B R F g —
A2 H) By i Wi 4 % 0.900% 5C -

JERRES B =R T - ZRFLE T
BEANER-FRELET A LARBED
F—WEFZANH I BT RATE B
MRERE A HZ—A (W =2FE N4+
ZHINH) B i W 8 %5 0.920% JC ©
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(iii)

The options are vested in 3 tranches and exercisable on 9th April,
2004, 2005 and 2006 to 8th April, 2013. The weighted average
closing price of the shares immediately before the date on which
the options were exercised was HK$0.896.

The options are vested in 3 tranches and exercisable on 3rd
November, 2004, 2005 and 2006 to 2nd November, 2013.

The options are vested in 3 tranches and exercisable on 13th
January, 2005, 2006 and 2007 to 12th January, 2014. The closing
price of shares immediately before the date of grant (ie. 12th
January, 2004) was HK$0.900.

The options are vested in 3 tranches and exercisable on 7th
December, 2005, 2006 and 2007 to 6th December, 2014. The
closing price of shares immediately before the date of grant (ie.
6th December, 2004) was HK$0.920.

A summary of the movements of the share options in relation to
the employees of substantial shareholder and its subsidiaries
and associated companies (other than employees of the Group
and Directors of the Company) under the New Share Option

Scheme during the year is as follows:—

Jik B H

Number of share options
REFRNE REFRNE
—-J—n +ZAZ+—H
BERAT B W AR AT B WA AT B
T Outstanding TRAE % TAE W45 B TAE Bk TR B 3 Outstanding
Exercise Price as at Granted Exercised Cancelled Lapsed as at
REHM per share 1st January, during during during during  31st December,
Date of grant HKS 2004 the year the year the year the year 2004
09/04/2002 0.82 29,040,000 - 1,406,000 - 18,000 27,616,000
29,040,000 - 1,406,000 - 18,000 27,616,000

e
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PZFFNEILA A H KA F 2 G M E AR
CRL Finance Limited ([ CRL Finance] » 1§ % f&
KN KA AT (fF % CRL Finance Z #E 1R A ) 5
ZRBATFT LB ([E _mmEH®R]) -
> CRL Finance % —H A H R T &
500,000,0009 7C 347 191 118 B 15 £ 5 391 B i )
#i o CRL Finance W] #8 | %ft £ 3K f# I %6 A 7% 0 K
Rk EARARZ RN E RSN
TR SRR B2t B R R AT A5 R S A R LS
MERABEWR=ZT A NEHZHBEEE-

il 1 e A — TR AR > B AR 2 ] ZE AR A
() ARAR (MHEBEE]) (bR HERE
HEEA AN F O BEATIRARRT3.54% » R
bR H A AR Oy ] A R R ) A A AR A AR
AR RO BITRARZ KRS HEREG A DUR
BEEAARAF BB EHIRE ([ B34
ZHEBAHEME]) -

Notes:

1. The options are either vested immediately and exercisable from
9th April, 2002 to 8th April, 2012 or vested in 4 tranches and
exercisable on 9th April, 2002, 1st January, 2003, 2004 and 2005
to 8th April, 2012. The weighted average closing price of the
shares immediately before the date on which the options were
exercised was HK$1.099.

The Directors consider that it is not appropriate to disclose the
value of the share options granted during the year because any
valuation of the options would be subject to a number of
assumptions that would be subjective and uncertain. Owing to
the reason set out above, the Directors believe that any
calculation of the value of the Company’s share options would

not be meaningful and would be misleading to the shareholders.

FACILITY AGREEMENTS

On 16th September, 2004, CRL Finance Limited (“CRL Finance”), a
wholly owned subsidiary of the Company, as borrower and the
Company as guarantor for CRL Finance entered into a facility
agreement (the “2nd Facility Agreement”) with certain banks in which
a 3-year revolving credit/term loan facility of up to HK$500 million
was granted to CRL Finance for its and/or the Company’s general
corporate purposes. The loan facility is unsecured and interest bearing
with any outstanding amounts to be repaid in full on the date falling

thirty-six months after the date of the Facility Agreement.

The Facility Agreement contains a term which requires the Company
to procure China Resources (Holdings) Company Limited (“CRH”),
who was then beneficially interested in about 73.54% of the entire
issued share capital of the Company and is therefore a controlling
shareholder of the Company under the Listing Rules, to remain the
majority beneficial owner of the entire issued share capital of the
Company and shall maintain management control over the Company

(the “Specific Performance Obligation on CRH”).
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On 10th December, 2002, the Company as borrower has entered into
a facility agreement (the 1st Facility Agreement”) with certain banks
in which the Company was granted a 5-year revolving credit/term
loan facility of up to HK$800 million and the facility agreement
contains the same Specific Performance Obligation on CRH, who
was then also a controlling shareholder and beneficially interested in
about 74.16% of the entire issued share capital of the Company. The
loan facility is unsecured, interest bearing and repayable by
instalments, the last of which will fall due on the date falling on

sixty months after 10th December, 2002.

In respect of the 1st Facility Agreement and 2nd Facility Agreement,
it will be an event of default if there is a breach of the Specific
Performance Obligation on CRH, which may lead to the lending
banks to demand all or part of the loans, together with accrued interest,
to be immediately due and payable under respectively the 1st Facility

Agreement and the 2nd Facility Agreement.

CONNECTED TRANSACTIONS

A. The following transaction was between a subsidiary of the
Company and a connected person. Details of the transaction are

set out herein below:—
Equipment Purchase Contract

On 6th July, 2004, China Resources (Shenyang) Sanyo
Compressor Co. Ltd. (“CR Shenyang Sanyo”) entered into an
Equipment Purchase Contract with Sanyo Electric Co., Ltd.
(“Sanyo Electric”) and Toyota Tsusho Corporation (“Toyota
Tsusho”) in which Sanyo Electric and Toyota Tsusho as vendors
sold to CR Shenyang Sanyo three production lines for the
manufacture of 15F and 20F series rotary compressors products.
Sanyo Electric is a substantial shareholder of CR Shenyang
Sanyo, which is a subsidiary of the Company. Sanyo Electric is
a connected person of the Company and the transaction was
therefore a connected transaction. Save for its 2% interests in
CR Shenyang Sanyo and Shenyang Shengrun Sanyo Compressor
Co. Ltd. (“CR Shengrun Sanyo”), another subsidiary of the
Company, Toyota Tsusho is not connected with the Group or its
connected person and is not a connected person of the Company

as defined under the Listing Rules (Note 1).
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The consideration, which was negotiated on arms-length basis
and on normal commercial terms, is JPY4,414,860,000 (about
HK$319,635,864). The consideration, which includes an
installation costs of JPY495,000,000 (about HK$35,838,000)
(which is based on normal commercial terms), are to be satisfied
by cash installments by reference to, inter alia, the delivery
schedule laid down in the Equipment Purchase Contract, which
is expected to be from end of July 2004 to December 2005. As a
result of the transaction, the annual production capacity of CR
Shenyang Sanyo and CR Shengrun Sanyo combined will increase
from the present level of about 3,000,000 units up to about
6,000,000 units.

ON-GOING CONNECTED TRANSACTIONS

During the year, members of the Group have entered into
on-going connected transactions with connected persons, details
of which are summarised herein below. The independent non-
executive Directors have reviewed the on-going connected
transactions and confirmed that the on-going connected

transactions have been entered into:—

(i) in the ordinary and usual course of business of the Group;

(ii) on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on
normal commercial terms, on terms no less favourable to
the Group than terms available to or from (as appropriate)

independent third parties and on arm’s length basis;

(iii) in accordance with the relevant agreement governing them;

(iv) on terms that are fair and reasonable and in the interest of

the shareholders as a whole; and

(v) without exceeding the relevant cap disclosed in previous

relevant announcements.
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Details of the above-mentioned on-going connected transactions

are summarised as follow:—

(i) Goods and services provided by connected persons to

members of the Group.

(a) In relation to CR Shenyang Sanyo and CR Shengrun
Sanyo

T
Nature HK$’°000

(1) Purchase of materials by CR Shenyang 10,703
Sanyo and CR Shengrun Sanyo from
Sanyo Electric required in their

production.

(2) Royalties payable to Sanyo Electric by 11,109
CR Shenyang Sanyo and CR Shengrun
Sanyo pursuant to various technology
agreements and two technology
transfer contracts both dated
22nd October, 2001 for use of Sanyo
Electric’s technologies for the
manufacture of different

types of compressor products.

(3) Royalties payable to Sanyo Electric by Nil
CR Shenyang Sanyo pursuant to a %z
technology licence agreement dated
30th September, 2003 for use of
Sanyo Electric’s technologies for

the manufacture of different models of

C-R20F series compressor products
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Nature HK$’°000

4)

&)

(6)

Royalties payable to Sanyo Electric Nil
pursuant to the technology licence %
agreement dated 6th July, 2004 entered

into between CR Shenyang Sanyo and

Sanyo Electric and the technology

licence agreement dated 6th July, 2004

between CR Shengrun Sanyo and

Sanyo Electric for obtaining from

Sanyo Electric the right to use

certain technologies to produce

different models of advanced

compressor products. (Note 2)

Licence fee payable to Sanyo Electric 1,336
by CR Shenyang Sanyo and CR

Shengrun Sanyo pursuant to a

trademark licence agreement dated

16th April, 2002 for use of Sanyo

Electric’s trademarks “= " and

“Sanyo”.

Licence fee payable by CR Shenyang Nil
Sanyo and CR Shengrun Sanyo to %z
Sanyo Electric for use of Sanyo

Electric’s trademarks “= " and

“Sanyo” in the formers’ compressor

products pursuant to the trademark

licence agreement dated
6th July, 2004. (Note 3)
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(b) In relation to the Company

Rental payable to China Resources 1,744
Property Management Limited (“CRPML”)

pursuant to a tenancy agreement dated

21st March, 2003 between the Company

and CRPML for renting Rooms 4003-06

on 40/F., China Resources Building,

26 Harbour Road, Wanchai, Hong Kong,

which is used as the principal place of

business of the Company (Note 4)

(ii) Goods and services provided by member

of the Group to connected person.

In relation to Compressor Business of the Group

T#T
Nature HK$°000

(1) Sale of air-conditioner compressors 20,311
to Shenyang Sanyo Air Conditioning
Limited and Guangdong Sanyo Air
Conditioning Limited by CR Shenyang
Sanyo and CR Shengrun Sanyo (Note 5)

(2) Sale of C-R15F and C-R20F series 440
rotary compressor products to Sanyo
Electric by CR Shenyang Sanyo and
CR Shengrun Sanyo pursuant to a

sales agreement dated 11th June, 2003

(3) Sale of C-R25F and C-R33F series 86,657
rotary compressor products to Sanyo

Electric by CR Shenyang Sanyo

pursuant to a sales agreement dated
11th June, 2003
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Notes:

—

Sanyo Electric is a substantial shareholder of both CR Shenyang
Sanyo and CR Shengrun Sanyo, in both of which the Company
owns a 63.75% equity interest.

The two technology licence agreements dated 6th July, 2004
replace all previous technology licence agreements among CR
Shenyang Sanyo, CR Shengrun Sanyo and Sanyo Electric. The
two technology licence agreements are not yet operative as the
registration process of them in the PRC is still underway.

The trademark licence agreement dated 6th July, 2004 replaces
the previous trademark licence agreement dated 16th April, 2002
among the same parties. The trademark licence agreement dated
6th July, 2004 is not yet operative as the registration process of
this agreement in PRC is still underway.

CRPML is indirectly wholly owned by China Resources (Holdings)
Company Limited, which is a controlling shareholder of the
Company. Pursuant to 14A.33 of the Listing Rules, this ongoing
connected transaction is exempted from reporting, announcement
and independent shareholders’ approval requirements.

Both Shenyang Sanyo Air Conditioning Limited and Guangdong
Sanyo Air Conditioning Limited are associates of Sanyo Electric

as Sanyo Electric is a controlling shareholder of both of them.
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As at 31st December, 2004, the following persons (not being a
Director or chief executive of the Company) had interests or short
positions in the shares and underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Division 2 and 3 of Part XV of the SFO or which were recorded in

£ 1k Y BE 2% SRk A - the register maintained by the Company pursuant to section 336 of
the SFO:
B oERNE
+=ZA=Z+—H
i 4% B £ ¥ % A%
BEfiAAAC
BATIRA M T 2 B
Percentage of
aggregate long
position in shares to
the issued share
capital of the
HE £ P E By ¥ H Company as at
B3R 4 AR -2 Nature of Number of 31st December,
Name of Shareholder Capacity Interests Shares 2004
Gold Touch Enterprises Inc. HHEAAN B 25 WE 25 297,229,604 11.23
(“Gold Touch”) Beneficial Owner Beneficial Interest
Waterside Holdings Limited SR X DN Ha i 535,347,743 20.22
(“Waterside”) Beneficial Owner Beneficial Interest
Splendid Time Investments Inc. EE X X DN Ha i 1,109,688,810 41.91
(“Splendid Time”) Beneficial Owner Beneficial Interest
W (M) AR 52 1 1 2 7] B B 2R o> v 2R 1,942,266,157 73.36
(MEm4ELE]) Interest of Controlled Corporate Interest
China Resources (Holdings) Corporation
Company Limited (“CRH”)
CRC Bluesky Limited ) 4 ) B HE 2% 2 v RE £ 1,942,266,157 73.36
(“CRC Bluesky”) Interest of Controlled Corporate Interest
Corporation
2 W A A R 4 52 15 ] 4> 7 B B 2 5 v i 2 1,942,266,157 73.36
(TEEmma]) Interest of Controlled Corporate Interest
China Resources Co., Limited Corporation
(“CRCL”)
WA AT ([ 2R ) 2EH o F e o ) B 1 1,942,266,157 73.36

China Resources National
Corp. (“CRN”)

Interest of Controlled

Corporation

Corporate Interest
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Gold Touch, Waterside and Splendid Time each directly holds
297,229,604 shares, 535,347,743 shares and 1,109,688,810 shares
respectively in the Company. Gold Touch, Waterside and Splendid
Time are wholly owned subsidiaries of CRH, which in turn is a
wholly owned subsidiary of CRC Bluesky. CRC Bluesky is a wholly
owned subsidiary of CRCL, which in turn is 99.98% owned by CRN.
CRN is deemed to have interest in 1,942,266,157 shares.

Save as disclosed above, as at 31st December, 2004, no other person
had interests or short positions in the shares and underlying shares of
the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO or which
were recorded in the register kept by the Company under section 336
of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE

COMPANY’S LISTED SECURITIES

During the year, the Company purchased its own shares on the Stock

Exchange. Details are as follows:

Bt XA Bt 3 A Bt A

5 )t J5 w5 4 Bt It AIK A5 AR

3] Highest price Lowest price Aggregate

I8 £y ¥ H paid per paid per consideration

Number of share share paid

JiE Il H ) shares #oL ot # oL
Date of repurchase repurchased HKS$ HKS$ HK$
17/05/2004 50,000 0.67 0.67 33,500

o B 11 J A B A LR B9 > T A 4 W G B AT IR A
71 FEl JRE 0S8 P [T B Ay 19 TG A > 3t 25,0009
7_'60

B bSO Y B 3 A > A Oy ) SESCAT ] i e 2 ] 45 S
T4 P N B~ R M D A A A AT i R o

The repurchased shares were subsequently cancelled and accordingly,
the issued share capital of the Company was reduced by the nominal
value thereof and the nominal value of shares repurchased amounted
to HK$5,000.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed

securities during the year.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights under

the laws of Bermuda.

CORPORATE GOVERNANCE

The Group is dedicated to maintaining a good credible framework of
corporate governance with a view to being transparent, open and
accountable to our shareholders as regards to the principles under
which the Group is managed and directed. Going forward, the Group
will continue to strengthen its corporate governance policies to ensure
that they remain consistent with the prevailing practices and standards,

which the shareholders would expect of us.

Pursuant to the latest requirements of the Listing Rules on Corporate
Governance, the Company has adopted the mandatory provisions of
the Code on Corporate Governance Practices (the “Code”) which are
set out in Appendix 14 to the Listing Rules. The terms of reference
of both the Audit Committee and Remuneration Committee have been
revised to reflect the latest mandatory requirements under the Code.
The Company has also established a Nomination Committee and
adopted its terms of reference similar to those recommended under
the Code.

Audit Committee

The members of the Audit Committee comprise Mr. Wong Tak Shing,
Mr. Luk Chi Cheong and Professor Ko Ping Keung, all of them are
independent non-executive Directors of the Company. The Committee
assists the Board in providing an independent and objective review
of the effectiveness of the financial reporting process, internal control
and risk management system as well as internal audit function of the
Group. It primarily aims to increase the Board’s accountability,

transparency and objectivity.

The Audit Committee has reviewed with the management and the
Company’s auditors the accounting principles and practices adopted
by the Group and discussed auditing, internal control and financial

reporting matters including the financial statements for the year.
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Remuneration Committee

The members of the Remuneration Committee comprise all three
independent non-executive directors and two executive directors
namely, Mr. Zhu Jinkun and Mr. Ong Thiam Kin. Mr. Wong Tak
Shing is the Chairman of the Remuneration Committee. The duties
of the Remuneration Committee, among others, are to make
recommendations to the Board on the Group’s policy and structure
for the remuneration of Directors and senior management and to
review and approve performance-based remuneration by reference to
corporate goals and objectives resolved by the Board from time to

time.
Nomination Committee

The members of the Nomination Committee comprise all three
independent non-executive Directors and one executive Director
namely, Mr. Zhu Jinkun. Professor Ko Ping Keung is the Chairman
of the Nomination Committee. The primary objective of the
Nomination Committee is to assist the Board in establishing a formal,
considered and transparent procedure for the appointment of new
directors to the Board. The Nomination Committee’s duties would
also include, among others, the review of the structure, size and
composition of the Board on a regular basis and make

recommendations to the Board regarding any proposed changes.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE AND MODEL CODE

The Company has throughout the year complied with the Code of
Best Practice as was then set out in Appendix 14 of the Listing Rules

of the Stock Exchange.

The Company has adopted the Model Code set out in Appendix 10 to
Listing Rules as the code of conduct regarding securities transactions
by the Directors (the “Code”). Having made specific enquiry of all
Directors, the Company confirmed that all Directors have complied

with the required standard set out in the Code.
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PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, as at the date of this
report, there is sufficient public float of not less than 25% of the

Company’s issued shares as required under the Listing Rules.

AUDITORS

The financial statements for the year have been audited by Messrs
Deloitte Touche Tohmatsu. A resolution will be submitted to the
forthcoming annual general meeting of the Company to re-appoint

Messrs Deloitte Touche Tohmatsu as the auditors of the Company.

On behalf of the Board

SONG LIN

CHAIRMAN

CHINA RESOURCES LOGIC LIMITED

Hong Kong, 15th March, 2005




