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We are a sizeable construction materials
company continuously in search of excellence
in all that we do. It is our mission to satisfy
market demand and customer needs with high
quality products and services. With vision,
perseverance and teamwork, we strive to be
a leader in the industry that we serve and to
provide shareholders the best return on their

investment.



The predecessor of K. Wah Construction Materials Limited was first listed on the
Hong Kong Stock Exchange in 1991 as International Pipe Limited, a leading
company in the manufacture, sale and distribution of concrete pipes and other
precast concrete products. Currently, the Company's numerous subsidiary and
associated companies supply various types of construction materials and products
to both private and public sectors in Hong Kong and the Mainland. It is the most
integrated construction materials company listed on the Hong Kong Stock
Exchange and is also one of the five major construction materials suppliers in Hong

Kong.

The founder and Chairman of the Company, Dr. Lui Che Woo, MBE, JP, LLD, DSSc
embarked on the business in construction materials in 1955 when the first K. Wah
company was established. Dr. Lui foresaw that the demand for construction
materials would increase dramatically to cope with the rapid growth of population
and economy of Hong Kong. Such prescience was fully borne out by the expansive

evolution of the Company in the past decades.

The Company was restructured and renamed as K. Wah Construction Materials
Limited in May 1997 after the acquisition of substantial construction materials
businesses in Hong Kong and the Mainland from its holding company, K. Wah
International Holdings Limited. At that time its business portfolio included quarrying,
ready-mixed concrete, cement, other concrete products and asphalt. More recently
it has further expanded into the slag business and the manufacture of PHC piles to

enhance the vertical integration of the construction materials operations.

Besides the solid business foundation in Hong Kong, the Company is also
progressive in strategic business developments in the Mainland. Operations have
been set up in Beijing, Shanghai, Guangzhou, Shenzhen, Nanjing, Maanshan,
Huzhou, Zhuhai and Huidong. To match the expansion it has undergone
organizational restructuring to enhance operational and cost efficiency. A

localisation policy has also been implemented as part of this exercise.
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DATES

17th September 2003
26th September 2003
21st November 2003
15th April 2004

28th April 2004

24th May 2004 to 31st May 2004
(both days inclusive)

31st May 2004

9th July 2004

EVENTS

Announcement of results for the six months ended 30th June 2003

Despatch to shareholders of 2003 interim reporis

Payment of 2003 interim dividend in both scrip form and cash

Announcement of results for the year ended 31st December 2003

Despatch to shareholders of annual reports for the year ended 31st December 2003 and
circulars regarding the proposals for re-election of directors, general mandate to

repurchase shares and amendment to Articles of Association

Closure of Register of Members to ascertain entitlements to final dividend for the year
ended 31st December 2003

2004 annual general meeting

Payment of 2003 final dividend in both scrip form and cash
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MONTH

January
March

April

May

June

July

August

October

October

December

December

EVENTS
Shanghai K. Wah Concrete Piles Co., Ltd. commenced trial production
K. Wah Materials (Huidong) Ltd. Daya Bay Branch was established

The Group entered into a joint venture with Anhui Maanshan Iron and Steel Group to
produce ready-mixed concrete

Y| EERE L SR AR 2 F commenced plant construction
K. Wah Materials (Huidong) Ltd. Daya Bay Branch and CNOOC & Shell Petrochemical
Corporation entered into an exclusive agreement to supply ready-mixed concrete to build

the largest Sino-foreign petrochemical plant in China

K. Wah Construction Products Limited and Hong Kang Polytechnic University entered into
a co-operative agreement to produce “green” pavers

The Group entered into a joint venture agreement with Guangdong Shaoguan Iron & Steel
Group to produce slag

Members of investment community visited K. Wah's operations in Shanghai

KWP Quarry Co. Limited won the Hong Kong Awards for Industry 2003 — Environmental
Performance Award

The Group signed a joint venture agreement with Yunnan Kunming Iron & Steel Group to
develop slag business

K. Wah celebrated its 10th anniversary in Shanghai
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CHAIRMAN

Dr. Lui Che Woo, MBE, JP, LLD, DSSc

DEPUTY CHAIRMAN

Francis Lui Yiu Tung

MANAGING DIRECTOR

Chan Kai Nang

EXECUTIVE DIRECTORS
William Lo Chi Chung

Paddy Tang Lui Wai Yu
Joseph Chee Ying Keung

INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. Charles Cheung Wai Bun, JP
Moses Cheng Mo Chi, OBE, JP

Yip Hing Chung, BBS, MBE, JP
James Ross Ancell

COMPANY SECRETARY
Steven Tong Kui Nam
AUDITORS

PricewaterhouseCoopers

PRINCIPAL BANKER

The Hongkong and Shanghai Banking Corporation Limited

SOLICITORS

Deacons
Masons

Yy Information H

REGISTERED OFFICE

29th Floor
K. Wah Centre
191 Java Road
North Paint
Hong Kong

SHARE REGISTRARS

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

AMERICAN DEPOSITARY RECEIPTS DEPOSITARY
The Bank of New York
101 Barclay Street

New York, NY 10286
USA

WEESITE ADDRESS

hitp://www.kweml.com

STOCK CODE

SEHK 27
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K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 27)

Registered Office
29th Floor, K. Wah Centre
191 Java Road, North Point, Hong Kong

FORM OF PROXY for use at the annual general meeting or any adjournment thereof

I/We (note 1)
of
being the registered holder(s) of (note 2)
shares of HK$0.10 each of K. Wah Construction Materials Limited (the “Company”) hereby appoint (note 3) the Chairman of the

meeting or

of
as my/our proxy to act for me/us at the said meeting of the Company to be held at Picasso Room, Basement 1, InterContinental Grand
Stanford Hong Kong, 70 Mody Road, Tsim Sha Tsul East, Kowloon, Hong Kong on Monday, 31st May 2004 at 10:30 a.m. for the purpose
of considering and, if thought fit, passing the resolutions as set out in the notice convening the said meeting and at such meeting (or at any
adjournment thereof) to vote for me/us and in my/our name(s) in respect of the said resolutions as hereunder indicated, and if no such
indication is given, as my/our proxy thinks fif.

Please indicate with a “,/" in the spaces provided how you wish your vote(s) to be cast on a poll.

For Against
1. To receive and consider the financial statements and reports of the directors and auditors il Il
for the year ended 31st December 2003.
. To declare a final dividend. O Il
3. To re-elect the following persons as directors:
a. Ms. Paddy Tang Lui Wai Yu ] ]
b. Mr. William Lo Chi Chung ] ]
c. Mr. Joseph Chee Ying Keung Il ™
d Mr. James Ross Ancell ] ]
And to fix the directors’ remuneration. ] ]
. To re-appoint auditors and authorise the directors to fix their remuneration. ] OJ
5 To pass Ordinary Resolutions for the followings:
5.1 Giving a general mandate to the directors to purchase shares of the Company; O ]
5.2 Giving a general mandate to the directors to allot, issue and deal with additional 'l il
shares of the Company;
5.3  Extending the general mandate as approved under 5.2. ] ]
6.  To pass a Special Resolution for the amendment to Articles of Asscciation. [l O
Shareholder’s Signature: Date:
Notes:
1. Full name(s) and address to be inserted in BLOCK CAPITAL.
2. Please insert the number of shares registered in your name(s); if no number is inserted, this form of proxy will be deemed to relate to all the shares in the Company
registered in your name(s).
3. A member may appoint a proxy of his choice who need not be a member of the Company but must attend the meeting in person to represent you. If such an appeintment is
made, delete the words “the Chairman of the meeting or” and insert the name and address of the appointed proxy in the space provided.
4, In the case of joint holders, this form of proxy must be signed by the member whose name stands first on the register of members.
5. This form of proxy must be signed by you or your attorney duly authorised in writing, or in the case of a corporation, either under its Common Seal or under the hand of an

officer or attorney duly authorised.

6. if this form is returned duly signed but without a specific direction, the proxy may cast your vote at his discretion. Your praxy will also be entitied to vote at his discretion on
any resolution properly put to the meeting other than those referred to in the notice convening the meeting.

7. To be valid, this form of proxy together with any power of attorney or other authority (if any) under which it is signed or a natarially certified copy of such power ar authority
must be deposited at the Company's registered office not less than 48 hours before the time appointed for the meeting or any adjournment thereof.

8 Any alterations made in this form should be initialled by the person who signs it.
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NOTICE IS HEREBY GIVEN that the 2004 annual general meeting of shareholders of K. Wah Construction Materials Limited will be
held at Picasso Room, Basement 1, InterContinental Grand Stanford Hong Kong, 70 Mody Road, Tsim Sha Tsui East, Kowloon,
Hong Kong on Monday, 31st May 2004 at 10:30 a.m. for the following purposes:

1. To receive and consider the financial statements and reports of the directors and auditors for the year ended 31st December
2003;

2. To declare a final dividend for the year ended 31st December 2003;

3. To elect directors and fix the directors’ remuneration;

4, To re-appoint auditors and authorise the directors to fix their remuneration;

5. As special business, to consider and, if thought fit, pass the following resolutions as Ordinary Resolutions:
51 “THAT

(a)  subject to paragraph (b) below, the exercise by the directors of the Company during the Relevant Period of all
the powers of the Company to purchase shares of the Company be and it is hereby generaily and
unconditionally approved,;

(b)  the aggregate nominal amount of shares which may be purchased on The Stock Exchange of Hong Kong
Limited or any other stock exchange recognised for this purpose by the Securities and Futures Commission of
Hong Kong and The Stock Exchange of Hong Kong Limited under the Hong Kong Code on Share Repurchases
pursuant to the approval in paragraph (a) above shall not exceed 10% of the aggregate nominal amount of the
share capital of the Company in issue at the date of passing this Resclution, and the said approval shall be
limited accordingly; and

(¢}  for the purpose of this Resolution:
“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:
(i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the Company is required by
the Companies Ordinance to be heid; and

(i) the revocation or variation of the approval given by this Resoclution by ordinary resolution of the
shareholders in general meeting.”

52 “THAT

{a)  subject to paragraph (c) below, the exercise by the directors of the Company during the Relevant Period of all
the powers of the Company to allot, issue and deal with additional shares in the capital of the Company and to
make or grant offers, agreements and options which might require the exercise of such power be and it is
hereby generally and unconditionally approved,;

(b)  the approval in paragraph (a) above shall authorise the directors of the Company during the Relevant Period to
make or grant offers, agreements and cptions which might require the exercise of such power after the end of
the Relevant Period;

€00¢ 1HOd3IYH TYNNNY
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Notice of Annual General Meeting H

{c)  the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted
{whether pursuant to an option cr otherwise) by the directors of the Company pursuant to the approval in
paragraph (a) above, otherwise than pursuant to (i) a Rights Issue, or (i) the exercise of rights of subscription
or conversion under the terms of any securities which are convertible into shares of the Company or (iii) any
option scheme or similar arrangement for the time being adopted by the Company in accordance with the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited for the grant or issue
of shares or rights to acquire shares of the Company, or (iv) any scrip dividend or similar arrangement
providing for the allotment of shares in lieu of the whole or part of a dividend on shares of the Company in
accordance with the Articles of Association of the Company, shall not exceed the aggregate of:

(aa) 20% of the aggregate nominal amount of the share capital of the Company in issue at the date of
passing this Resolution; and

(bb)  {(if the directors are sc authorised by a separate ordinary resolution of the shareholders of the Company)
the nominal amount of share capital of the Company repurchased by the Company subsequent to the
passing of this Resolution {up to a maximum equivalent to 10% of the share capital of the Company in
issue at the date of passing this Resolution),

and the said approval shall be limited accordingly; and

(d)  for the purpose of this Resolution:
“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:
(i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the Company is required by
the Companies Ordinance to be held;

(i)  the revocation or variation of the approval given by this Resolution by ordinary resclution of the
shareholders in general meeting; and

“Rights Issue” means an offer of shares open for a period fixed by the directers of the Company to holders of
shares of the Company on the register on a fixed record date in proportion to their then holdings of such
shares (subject to such exclusion or other arrangements as the directors of the Company may deem necessary
or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the
laws of, or the requirements of any recognised regulatory body or any stock exchange in, any territory outside
Hong Kong).”

53  “THAT the directors of the Company be and they are hereby authorised to exercise the powers of the Company
referred to in paragraph (a) of the resolution set out as resolution 5.2 in the notice of the meeting of which this
Resolution forms a part in respect of the share capital of the Company referred to in sub-paragraph (bb) of paragraph
(c) of such resolution.”

8. As special business, to consider and, if thought fit, pass the following resolution as a Special Resolution:

“THAT the Articles of Association of the Company be and are hereby amended in the following manner:

(a) by adding the following definitions in Article 2 immediately before the definition of “Hong Kong”:
“associate” in relation to any Director, shall have the meaning ascribed to it under Rule 1.01 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited and any amendments thereto for the time

being in force;

“clearing house” shall mean a recognized clearing house within the meaning of Part 1 of Schedule 1 to the Securities
and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) and any amendments thereto for the time being in force;
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“Listing Rules” shall mean the Rules Governing the Listing of Securities of The Stock Exchange of Hong Kong Limited
and any amendments thereto for the time being in force;”;

by deleting the words “Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, after
allotment or lodgment of a transfer” in the third and fourth lines of Article 16 and substituting therefor the words
“Listing Rules, after allotment or within 10 business days after lodgment of a transfer”;

by deleting the words “Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited” in the
ninth and tenth lines of Article 16 and substituting therefor the words “Listing Rules”;

by adding the following new Article 16A immediately after Article 16:

“16A. For the purpose of Article 16, “business days” shall mean any day on which The Stock Exchange of Hong
Kong Limited is open for the business of dealing in securities; and “transfer” shall mean a transfer duly
stamped and otherwise valid, and shall not include such a transfer as the Company is for any reason entitled
to refuse to register and does not register.”;

by deleting the words “Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited” in the
third and fourth lines of Article 20 and in the second and third lines of paragraph (i) of Aricle 40 and substituting
therefor the words “Listing Rules”;

by deleting the word “recognised” and the words “within the meaning of the Securities and Futures (Clearing Houses)
Ordinance (Chapter 420 of the Laws of Hong Kang)” in the first, second and third lines of Article 92A and the word
“recognised” in the eighth line of Article 92A;

by deleting the words “section 18 of the Securities (Disclosure of Interests) Ordinance 1988" in the third and fourth
lines of Article 93(B) and substituting therefor the words “section 329 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) and any amendments thereto for the time being in force”;

by deleting the word “18” in the fifth line of Article $3(D) and substituting therefor the word “329";

by deleting the words “section 24 of the Securities (Disclosure of Interests) Ordinance 1988 in the first and second
lines of Article 93(E) and substituting therefor the words “section 334 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) and any amendments thereto for the time being in force™;

by adding the following new Article 93A immediately after Article 93(E):

“Where any member is, under the Listing Rules, required to abstain from voting on any particular resolution or
restricted to voting only for or only against any particular resolution, any votes cast by or on behalf of such member in
contravention of such requirement or restriction shall not be counted.”;

by adding the following new Article 98(E} immediately after Article 98(D):

“An alternate Director shall be deemed to be the agent of the Director who appoints him and Director who has

appointed a person (including another Director) to be his alternate Director shall be vicariously liable for any tort
committed by the alternate Director.”;
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(h

by deleting the existing Article 105(B)(ii) in its entirety and substituting therefore the following Article 105(B)(ii):

‘(i) Subject to such exceptions specified in the articles of association as The Stock Exchange of Hong Kong
Limited may approve, a Director shall not vote on any board resolution approving or be counted in the quorum
in respect of any contract, arrangement or other preposal in which he or any of his associate(s) is/are to his
knowledge materially interested, and if he shall do so his vote shall not be counted, but this prohibition shall
not apply to any contract, arrangement or any other proposal for or concerning:

(@)  the giving of any security or indemnity either:

() to the Director or his associate(s) in respect of money lent or obligations incurred or undertaken
by him or any of them at the request of or for the benefit of the Company or any of its
subsidiaries; or

() to a third party in respect of a debt or obligation of the Company or any of its subsidiaries for
which the Director or his associate(s) has himselfithemselves assumed responsibility in whole or
in part and whether alone or jointly under a guarantee or indemnity or by the giving of security;
and/or

(b)  an offer of shares or debentures or cther securities of or by the Company or any other company which
the Company may promote or be interested in for subscription or purchase where the Director or his
associate(s) is/are or is/are to be interested as a participant in the underwriting or sub-underwriting of
the offer; and/or

{c)  any other company in which the Director or his associate(s) is/are interested only, whether directly or
indirectly, as an officer or employee or shareholder or in which the director or his associate(s) is/are
beneficially interested in shares or securities of that company, provided that the Director and any of his
associates are not in aggregate beneficially interested in 5% or more of the issued shares or securities
of any class of such company (or of any third company through which his interest or that of his
associate(s) is derived) or of the voting rights attached to such issued shares or securities; and/or

(d)  the benefit of employees of the Ccmpany or any of its subsidiaries or its associated companies
including;

it the adoption, modification or operation of any employees’ share scheme or any share incentive
or share option scheme under which the Director or his associate(s) may benefit; or

() the adoption, modification or operation of a pension fund or retirement, death or disability
benefits scheme which relates to both Directors, their associates and employees of the Company
or any of its subsidiaries or its associated companies and does not provide in respect of any
Director, or his associate(s) as such any privilege or advantage not generally accorded to the
class of persons to which such scheme or fund relates; and/or

()  any contract or arrangement in which the Director or his associate(s) is/are interested in the same
manner as other holders of shares or debentures or other securities of the Company by virtue only of
his/their interest(s) in shares or debentures or other securities of the Company.”;

by adding the words “or his associate(s)" after the words “(other than the chairman of the meeting)” in the second line
of Article 105(B)(iil), adding the words “or his associate(s)” after the word “Director” in the seventh line of Article
105(B)(iii) and adding the words “or his associate(s)’ after the word “chairman” in the thirteenth line of Article
105(B)(ili);
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(n) by deleting the words “The latest date for lodgment of the said notices shall not be more than seven days before the
date of such general meeting” in the fifth and sixth lines of Article 110 and substituting therefor the words “The pericd
for lcdgment of the said notice under this Article shall commence no earlier than the day after the despatch of the
notice of the general meeting appointed for such election and ending no later than 7 days prior to the date of such
general meeting provided that such period shall be at least seven days”;

{o) by deleting the word “special” in the first line of Article 112 and substituting therefor the word “ordinary”; and

{(p) by deleting the words “paragraph (c) of the proviso to Section 165” in the third line of Article 183(A} and substituting
therefor the words "Section 165”."

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 28th April 2004
Notes:

1. The register of members will be closed from 24th May 2004 to 31st May 2004, both days inclusive, during which pericd no
transfer of shares will be effected.

2. Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and vote, on a
poll, on his behalf. A proxy need not be a member of the Company.

3. A form of proxy for use in connection with the annual general meeting is enclosed. The form of proxy shall be deposited at
the registered office of the Company not less than 48 hours before the time for holding the meeting.

4. Concerning agenda item 3 above, Ms. Paddy Tang Lui Wai Yu and Mr. Yip Hing Chung will retire by rotation at the Annual
General Meeting. Ms. Paddy Tang Lui Wai Yu, being eligible, offers herself for re-election. Mr. Yip Hing Chung does not offer
himself for re-election. Mr. William Lo Chi Chung, Mr. Joseph Chee Ying Keung and Mr. James Ross Ancell, being new
directors appointed by the Board, shall hold office until the Annual General Meeting and being eligible, offer themselves for
re-election. Details of the above Directors are set out in the circular enclosed with this Annual Report.

5. Concerning agenda item 5.1 above, approval is being sought from members for increasing flexibility and providing discretion
to the directors in the event that it becomes desirable to repurchase shares representing up to a maximum of 10% of the
aggregate nominal amount of the share capital of the Company in issue at the date of passing the resolution on The Stock
Exchange of Hong Kong Limited. An explanatory statement to provide relevant information in respect of the proposed
granting of the repurchase mandate to the directors is set out in a separate letter from the Company enclosed with this
Annual Report.

6. Concerning agenda item 5.2 above, approval is being sought from members for a general mandate to the directors to allot,
issue and deal in additional shares in the capital of the Company.

7. Concerning agenda item 6 above, the directors wish to draw the attention of members to the circular enclosed with this
Annual Report which contains, inter alia, reasons for amending the Articles of Association.
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RESULTS

Turnover for the year ended 31st December 2003 was
HK$1,130,894,000 which represents an increase of approximately
12% when compared to HK$1,010,999,000 of the preceding year.

Profit attributable to shargholders was HK$40,205,000 which decreased
by approximately 35% when compared to HK$62,328,000 in 2002.

DIVIDENDS

The Board recommended to the forthcoming annual general meeting a
final dividend of 1 cent per share payable to the shareholders whose
names appear on the register of members of the Company on 31st May
2004 by way of scrip dividend with sharehclders being given the option
of electing cash. Together with the interim dividend of 1 cent per share,
the total dividend for the year will be 2 cents per share. Subject to the
approval of shareholders at the forthcoming annual general meeting, it is
expected that the final dividend will be paid on 9th July 2004.

MARKET REVIEW

The first quarter of 2003 Hong Kong saw continued weak economy and
consumer spending. The property market remained very soft as
transaction volume shrank and prices slid. The setback in the property
market spread to the construction and construction materials industries when the decrease in number of construction contracts
caused a very difficult operating environment.

Chairman — Dr. Lui Che Woo, MBE, JP, LLD, DSSc

The impact of SARS (Severe Acute Respiratory Syndrome) hit the economy badly in the second quarter. Shortly after the SARS
was over, the Beijing Central Government rolled out a series of measures to help Hong Kong to revitalize its economy. These
measures include individual travel visa, Closer Economic Partnership Arrangement (“CEPA”) and those still in the pipeline such as
investment by national social security fund and Qualified Domestic Institutional Investors (“QDII") in Hong Kong stock market.

The economic situation improved in the second half of the year. The abovementioned measures have been making positive effect in
stimulating spending and investment and hence revitalizing the entire economy. Economic recovery has caused unemployment
seemingly peaked and a substantial improvement in the stock market. Meanwhile, financial institutions put up more optimistic
economic projections for Hong Kong.

The local property market also turned much more positive and active in the latter half of the year. While transaction volume began to
pick up as market sentiment improved, prices of luxurious residential units and grade A office units have increased significantly. The
announcement of resumption of land auctions by the Hong Kong SAR Government in October 2003 was welcomed by the
construction and construction materials industries. On the other hand, the construction materials industry began to stabilize after
two years of market consolidation. Selling prices were seen going back to a more reasonable leve! and it is expected that civil
construction contracts will increase at the same pace of recovery as the property market.
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BUSINESS REVIEW

2003 is still a rather difficult year to the Group. The setback in the Hong Kong market has created negative impact to market
operators in different degrees. For the Group, profitability could still be maintained although margins have been severely cut back.
Credits should go to the Group’s solid base and the concerted effort of our staff who also took this opportunity to improve
operational efficiency in preparation for market recovery.

The Group formulated a plan in mid-2002 to expand its presence in Mainland China to capture the growing market. Since then, a
total of 19 new projects have been approved for investment and almost half of them are for “green” products and high value-added
products that command high entry barriers in the marketplace. The Group's strategy is to continue to diversify into upstream
products. 10 out of the 19 projects have become operational in 2003 or before and there will be 6 in 2004 and 3 in 2005 to follow.

Slag is one of the strategic focuses of the Group’s new product plan. It is a waste product generated from the blast furnaces in the
steel refinery process. Traditionally it commands no commercial value but advancement in scientific technology has made it possible
to make use of slag by grinding them into powder form after additional refinery processes and applying them in cement and
concrete production. Slag powder is now being used to substitute up to a maximum of 60% of cement but at a much lower cost of
production than that of cement. Slag is not only economical, but more importantly, it also reduces environmental pollution caused by
industrial wastes and helps preserve natural resources. As a result, the Mainland China government is committed to promote the
use of this new type of “green” construction material in recent years. The joint venture slag project with Beijing Shougang Group
has commenced production in February 2004 with satisfactory results and there will be three more joint venture plants with other
steel companies coming into operation over the next twelve months.

Besides slag, the Group develops other environmentally friendly products such as aerated light weight concrete and recycled
aggregates. It is also working intensively with Hong Kong Polytechnic University on “green” road pavers that are capable to absorb
toxic materials in the air and hence making contribution to household hygiene and protection of the environment.

The Group’s rock quarrying operating arm in Hong Kong, KWP Quarry Co. Limited (“KWP Quarry”), claimed the Environmental
Performance Award in 2003 Hong Kong Awards for Industry in recognition of the Group’s continuous environmental protection
effort. To the contrary of the customary dusty and noisy impression of a typical rock quarry, KWP Quarry is achieving much higher
standards than the official government standard in control of air, water and noise pollution and vibration from blasting.

OUTLOCK

The goals for 2004 are to further strengthen the Hong Kong business and to implement the new investments in Mainland China. The
management believes that our Hong Kong business should show improvements in 2004 in light of economic recovery and market
consolidation. On the Mainland China front, it is expected that the growing housing and infrastructure sector and the forthcoming
2008 Beijing Qlympics and Expo 2010 Shanghai will continue to bring continuing growth and prosperity to the Group’s business.
The Group will also maintain its track on integrating into upstream products that are characterized by higher technology content and
bigger barrier to new entrants.

Through investment in new products, the Group is evolving to provide a stronger base for future earnings and to pave for the next
stage of growth.
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Chairman’s Statement H

OUR STAFF

People are the most valuable assets of K. Wah. The Group believes the success of the Group's business depends upon the
competence and dedication of its staff.

The Group lost a very capable colleague in 2003. Dr. Chan Nai Keong, Non-Executive Director of the Company, sadly passed away
on 9th May 2003. Dr. Chan has made tremendous contribution to the Group during his service and his death is regretted by all
members of the Board.

The Group welcomes the appointment of Mr. William Lo Chi Chung, Group Finance Director, and Mr. Joseph Chee Ying Keung,
Head of Southern China Business Division, as Executive Directors and also Mr. James Ross Ancell as Independent Non-executive

Director of the Company. The Group is confident that their appointments will bring valuable contributions to the Group.

Lastly, my hearty gratitude goes to the directors, the management team and all staff for their hard work and contribution in 2003.

Dr. Lui Che Woo
Chairman

Hong Kong. 15th April 2004




Governance H

The Group is committed to high standards of corporate governance. To accomplish this, the Group exercises corporate governance
through the following Boards and Committee:

1. Board of Directors

The Board of Directors comprises the Chairman, Deputy Chairman, both Executive and Non-Executive Directors. The Board
of Directors is principally accountable to the shareholders and is responsible for overall management of the Company.

The Board of Directors meets formally four times a year and has formal procedures on matters for consideration and
decision. The Board of Directors has delegated the responsibility for the day to day management of the Group's operation to
an Executive Board.

The current members of the Board are Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mr. Chan Kai Nang, Mr. William Lo Chi
Chung, Ms. Paddy Tang Lui Wai Yu, Mr. Joseph Chee Ying Keung, Dr. Charles Cheung Wal Bun, Mr. Moses Cheng Mo Chi,
Mr. Yip Hing Chung and Mr. James Ross Ancell.

2. Executive Board

The Executive Board consists of Executive Directors and is principally accountable to the Board of Directors on day to day
management of the Group’s operation. The Executive Board meets regularly and monitors the operations and acts as mentor
management.

The current members of the Executive Board are Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mr. Chan Kai Nang, Mr. William
Lo Chi Chung, Ms. Paddy Tang Lui Wal Yu and Mr. Joseph Chee Ying Keung.

3. Audit Committee

in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, the Directors have approved the establishment of an audit committee and have
formulated its written terms of reference setting out its authority and duties, including the review of matters concerning the
Group’s financial reporting process.

The current members of the Audit Committee are Dr. Charles Cheung Wai Bun and Mr. Moses Cheng Mo Chi.

The Audit Committee meets at least twice a year for review of annual results and interim results. Our Audit Committee
Members are vocal and they bear a high degree of individual responsibility. To ensure that the Group is run in an open and
transparent manner, the Committee has recommended the review of the Group's interim financial information by auditors.

The Group’s particular efforts to lay the seeds of corporate governance in its Mainland operations have reaped favourable
results. We made our Mainland staff aware of the internal policies and control system and by all means, enforce them. Our
Mainland management has become more disciplined and accommodating towards compliance with the Group’s internal
policies and control system. Embodiment of good practice standards not only in Hong Kong, but also in our Mainland
investments, aligns with the Group's long term strategies.

For the year ended 31st December 2003, the Company has complied with the Code of Best Practice issued by The Stock Exchange
of Hong Kong Limited.
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| Discussion and Analysisﬂ

REVIEW AND QUTLOOK OF OPERATION

Overview

Turnover and profit before taxation for the year ended 31st December 2003 were HK$1,131 million and HK$42 million, as compared
to HK$1,011 million and HK$70 million for the year ended 31st December 2002 respectively. The Group's turnover was slightly
higher than last year but the profit before taxation decreased by approximately 40% from last year due to deteriorating market
enviranment in Hong Kong.

Despite additional contribution from the gradual phasing in of certain new projects in the Mainland China, the profit of the Group as
a whole decreased as compared to last year. Set out below is the geographical analysis of the Group's operating result for 2003.

Hong Kong Mainland Group
HK$'000 HK$000 HK$000
Turnover 537,482 593,412 1,130,894
Operating profit 13,831 25,581 39,412
Finance costs (4,639) (869) {5,508)
Share of profits less losses of
Jointly contrelled entities 18 6,856 8,874
Associated companies 998 — 998
Profit before taxation 10,208 31,568 41,776
Taxation . 341
Profit after taxation 42 117
Minority interests (1,812)
Profit attributable to shareholders 40,205
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TURNOVER BY GEOGRAPHICAL SPREAD ]
2003 2002 2003 2002

HK$000  HK$'000

E Hong Kong 537,482 553,060 A (48%)
B Mainland China 593412 457,939
1,130,894 1,010,999

5 \ A (55%)

-/ Bus%)

GROSS ASSETS BY GEOGRAPHICAL SPREAD ]

2003 2002 2003 2002
HK$'000  HK$'000

Hong Kong 1048713 941,561 A(59%) \ a6 /| \
B Mainland China 728,893 614,668 \ \
1,777,606 1,556,249 ] i
/ /
/

/ B(41%) // B8 (39%)

Business in Hong Kong

In 2003, the economy of Hong Kong has further worsened due to the outbreak of SARS and the war in Irag. However, with the
initiatives taken by the Central Government, there were signs that the local economy has begun to regain luster in the last quarter of

2003.

Notwithstanding such a difficult environment, our Group has achieved a comparatively satisfactory performance among the industry
in Hong Kong for the year. Besides maintaining a cost efficient operation, the Group has continued to explore new business
opportunities to enhance our profit contribution. Capitalizing on our sound track records among the industry as well as our
reputation in terms of product quality and customer services, we have successfully extended our ready-mixed concrete business to
Daya Bay, Huidong and was awarded the ready-mixed concrete supply contract for the CNOOC and Shell Petrochemical Complex
at Huizhou. Furthermore, a pile factory has been set up in Shenzhen during the year and production commenced recently supplying
concrete piles to nearby markets.
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Management Discussion and Analysis H

The Group is environmental-minded and has continued to explore business opportunity on environmental friendly products. In July,
the Group had entered into a contract with Hong Kong Polytechnic University for the manufacture of paving blocks designed by the
University using recycled construction materials. Production of these paving blocks commenced and are now being supplied to the
market.

The rehabilitation work of KWP Quarry Co. Limited at Anderson Road Quarry in which the Group has a 63.5% interest is proceeding
in accordance with the planned schedule. The subsidiary has met the third milestone on time in accordance with the contract with
the Hong Kong SAR Government.

The Group will continue to seize business opportunities in the emerging market along the Pearl River Delta area.
Business in Mainland China

The success of the Group’s expansion strategy in Mainland has built a solid platform for the Group to maintain a continued growth
in future. The new projects which commenced operation as planned, have provided additional contribution to the Group during the
year. In addition to the joint venture set up with Maanshan Iron & Steel Group for the manufacture of slag, the Group has also
entered into agreements with Shougang Group, Guangdong Shaoguan Iron and Steel Group and Kunming Iron and Steel Group to
set up joint ventures in Beijing, Shaoguan and Kunming respectively for the manufacture of slag. When all these joint ventures
gradually come into operation, the Group will become one of the largest suppliers of slag in the Mainland and it is envisaged that all
these projects will bring in good contribution to the Group.

The sales volume of our Shanghai operations has continued to grow as compared to last year. The Group’s wholly owned quarry in
Huzhou has begun supplying aggregates to the Shanghai market during the year. This will enhance the competitiveness of our
Shanghai ready-mixed concrete operation, which help to strengthen the Group’s leading position in the industry.

In order to capitalize on the growing ready-mixed concrete market in Nanjing and Maanshan, the Group has set up ready-mixed
concrete plants in these areas during the year. Both plants have brought in satisfactory profit contribution to the Group. The
performance of the Group's pile factory in Shanghai, which commenced cperation in early 2003, was satisfactory and has made
contribution to the Group.

The Group's quarry operation in Beijing, the Beijing Shoujia Stone Co., Lid., in which the Group has 55% interest, has achieved
increases both in sales volume and profit contribution. The Beijing 2008 Olympic Games, massive housing projects and associated
infrastructure works have resulted in a surge in demand for quality ready-mixed concrete in Beijing. To seize such valuable
opportunity, the Group has set up a ready-mixed concrete plant, Beijing K. Wah Gaogiang Concrete Co., Ltd., to serve the growing
market in Beijing. The operation has commenced production during the year and the performance was satisfactory. The Group will
continue to look for suitable investment opportunities in the area in order to broaden our income base.

In Guangzhou, the market condition has improved during the year although it remained competitive. The Group's cement operation,
Guangzhou K. Wah Nanfang Cement Limited, in which the Group has 50% interest has recorded a satisfactory result in 2003. Both
turnover and profit contribution have increased over last year. The Group is considering to further expanding the cement production
facilities when appropriate to enhance the profitability of the joint venture.

Technology Investment

According to the strategic mandate, the Group has continued to maintain a balanced investment portfolio similar to that of last year
and the total investments at 31st December 2003 stood at approximately HK$116 million, same as last year.
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AWARDS

In pursuit of improvement, the Group has participated in various competitions during 2003 and is pleased to report the following
awards:

Awards in Hong Kong

K. Wah Construction Materials Limited again received the “Caring Company Award” in 2003 granted by the Hong Kong Council of
Social Service in recognition of the Company’s commitment to social responsibility. Through voluntary work organised by the KWCM
Social Club, the Company aims to inculcate a sense of benevolence among its employees towards society.

KWP Quarry Co. Limited won the 2003 Hong Kong Awards for Industry — Environmental Performance.

Awards in Mainland China

Guangzhou K. Wah Nanfang Cement Limited continues to win the "2 BB AKX B R EIEEHB AR 2 BB

K. Wah Quarry (Huzhou) Company Limited won the “h B IB{F B & 2"
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Management Discussionand Analysis H

Company Award
K. Wah Construction Materials 2003 Caring Company
Limited
K. Wah Concrete Company Limited EE_RETNASWABRIESHET - HY/200002i TZ 2 55

KWP Quarry Co. Limited

2003 Hong Kong Awards for Industry — Environmental Performance Award
Certificate of Merit for Good Housekeeping Pian
Certificate for Satisfying the Workplace Hygiene Assessment Criteria

Company

Award

K. Wah Stones (Zhu Hai) Company
Limited

KEM20EZNNREELZEEREEN

K. Wah Materials (Huidong) Limited

REBBERIZNER 3 EERBEEREER

Guangzhou K. Wah Nanfang
Cement Limited

EFEKELELCBERRARL
PEENIKEREEERBAYULZE
003FERENBRICBESME L EEEN
WRELENKELERERAHL2ERE
BREIXDERPFTRERE
EREKEHBERESEEN
ERLRKETEEENSARECE

B

fi

Shanghai Jiajian Concrete Co., Ltd.

00WEFLETERLTE [EEBEN] FEER

Shanghai Xincai Concrete Co. Ltd.

MBFEERECERY

Shanghai Jia Shen Concrete Co.,
Ltd.

2003FELEMERLIE [EEWEN] £EER

Shanghai Gang Hui Concrete Co.,
Ltd.

003FRLEMERLITR [EEHEN] KEER
00FRGEBEANERTEEERAENTESE

Shanghai Bao Jia Concrete Co.,
Ltd.

003X LEMERLOE [EEHUEN) REBR
0035 EARE [TREF] KEER
iTERBERLE

K. Wah Quarry (Huzhou) Company
Limited

TERREEEN

Maanshan Mastee! K. Wah
Concrete Co., Ltd.

EIREREREEES A
EAEEEAR QCERENR SR
BRUM0RFERHERLIERURELERE B

Nanjing K. Wah Concrete Co., Ltd.

[EAR TER] EfL
[ERERLIHE] ERER
BT —BHRR2BRER
REEERBREN
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FINANCIAL POSITION AND GEARING RATIO

The financial position of the Group has continuously improved during the year. At 31st December 2003, the shareholders’ funds
increased by 1.5% to HK$1,414 million from HK$1,393 million as at 31st December 2002 and the Group’s gross assets employed
increased by 14.3% to HK$1,778 million from HK$1,556 million as at 31st December 2002.

The gearing ratio, defined as the ratio of total loans cutstanding less cash balances to total assets, was practically at a debt free
level at both 31st December 2003 and 31st December 2002.

Minority interests 147,891 145334 D(Z%): .{ \
] Long-term liabilties 200,800 _ |

- Non-current liabilities 14,652 18,345 /5(37%) C(45%) 5(35%)
1,777,606 1,556,249 C (40%) /

SOURGCES OF FUNBING |
2003 2002
HK$'000  HKS$'000
| A | Share capital 125,893 124,321 2003 2002
B Capital reserve 548,465 550,037
B qeenue eserves 712542 690,849 G(1%) F(0%)G (1%)
. F(11%) A(7%) £(9%) A(8%)
4 | Revaluation reserve 27,363 27,3683 7

LIQUIDITY AND FINANCIAL RESOURCES

The Group continues to maintain a strong cash position. As at 31st December 2003, total cash and bank balances were HK$306
million as compared to HK$283 million as at 31st December 2002. The Group’s liquidity remains strong and the Group has sufficient
cash and available banking facilities to meet its commitment, working capital requirements and future assets acquisition.

TREASURY PCLICY

The Group continues 1o adopt a conservative treasury policy with all bank deposits in either Hong Kong Dollars, United States
Dollars or in the local currencies of the operating subsidiaries, keeping a minimum exposure to foreign exchange risks. All of the
Group's borrowings are in either Hong Kong Dollars or Renminbi. Forward foreign contracts are utilized when suitable opportunities
arise and when considered appropriate, to hedge against foreign exchange exposure. The group has not engaged in the use of
other derivative products, which are considered not necessary for the Group’s treasury management activities.

CHARGES ON GROUP ASSETS
Details of charges on group assets are set out in note 13 to financial statements.

CONTINGENT LIABILITIES

Details of contingent liabilities are set out in note 33 to financial statements.
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Management Discussion and Analysis H

EMPLOYEES
Employees and Remuneration Policy

The Group, excluding associated companies and jointly controlled entities, employs about 1,960 employees in Hong Kong and
Mainland China. Employee costs, excluding Directors’ emoluments, amounted to HK$151 million.

The Group recruits and promotes individuals based on their competencies, merit and development potential and ensures
remuneration packages are competitive. The Group has implemented a share option scheme for executives from 1991 following
approval by its shareholders for the purpose of providing competitive package and long term retention of management talents.
Likewise in Mainland China, employees’ remuneration is commensurate with market levels with emphasis on provision of training
and development opportunities.

Human and Organization Development

We promote learning by sponsoring employess to attend external and internal training courses in a wide range of areas such as
knowledge of the Group and its businesses, business integrity and ethics, presentation and technical skills, quality awareness and
safety, language and computer software applications in addition to tailor-made management development programs.

To augment the Group’s present expansion, localization plan and future development in the Mainland, we continue with our
Management Trainee Program to recruit high potential graduates and develop them to be our future managers. In alliance with
Tongiji University, Shanghai, a training plan was formulated to upgrade and strengthen the technical and managerial competencies
of our technical, middle and senior managerial employees.

To operate more effectively, we also continue to promote greater transparency, delegation, ownership and better decision making
among our senior management team.

Health, Safety and Environment

Health, safety and environmental protection (HSE) are integral parts of the Group’s business. It is a shared initiative between the
Group and all those concerned to give due consideration to stakeholders’ HSE needs in our operations.

The Group applies both international and local standards and practices aimed at providing a safe and healthy workplace for its
employees, and protecting the environment. The Group implements a comprehensive HSE system with a range of initiatives that
include promoting safe and green working practices, managing hazards and envirenmental impacts that might arise, and providing
training to its employees.

In 2003 the Group has successfully reduce the frequency rate (the number of lost time injuries per 100,000 hours worked in the
year) of Hong Kong operations by 75% from 0.8 in 2000 to 0.2 in 2003 (figure below). The Group has also deployed the system in
its Mainland operations.

Ay e T Eplyees (U

Frequency Rate
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To carry forward the past and forge ahead into the future, K. Wah Construction Materials Limited continues widening the
involvement of community service, injecting inspiring ideas of innovative services to fulfill the commitment of a socially responsible
corporate citizen.

It is of the Group’s belief that aside from providing attractive financial return to its shareholders, the Group should alsc contribute to
the social development of the community.

Through active participation in social activities, a staff volunteer managed KWCM Social Club has consistently been an enthusiastic
supporter as well as a social service partner of various social organizations in the community. The staff members contribute their
leisure time to plan, organize and participate in the social voluntary activities with the full suppert by the Group.

A series of activities have been organized or participated by the staff members throughout the year such as :

“Marine Park Ambassador Scheme” by Agriculture, Fisheries and Conservation Department
Envircnmental Workshop of “Cultivating a Green Generation”

Courtesy visit and sponsor to elderly home

“HK O! Day” by Salvation Army

“Challenging 12 Hours” by Sowers Action

“Blood Donation Campaign” by Hong Kong Red Cross

K. Wah Construction Materials Limited is with great pleasure to be named a “Caring Company for 2003-2004" by the Hong Kong
Council of Social Services in recognition of the sacial involvement by the Group as a good corporate citizen.

In the coming year, apart from the existing service, the Group will develop its own social services volunteer team to better serve the
society with the continuation of linking up different community partners to help more people in need in order to well-demonstrate its
commitment as a responsible corporate ¢itizen.
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CONSOLIDATED PROFIT AND LOSS STATEMENT

Turnover

Profit attributable to shareholders

Dividends

Earnings per share (cents)
Dividend per share (cents)

CONSOLIDATED BALANCE SHEET
Property, plant and equipment
Jointly controlled entities and associated companies

Other non-current assets
Net current assets

Employment of assets

Share capital
Reserves

Shareholders' funds
Minority interests

Long term liabilities

Other non-current liabilities

Capital employed

Net assets per share (dollars)

Nine months  Year ended Year ended Year ended Year ended
ended 31st 31st 31st 31st 31st
December December December December December
1999 2000 2001 2002 2003
HK$'000 HK$'000 HK$°000 HK$'000 HK$°000
812,566 1,093,521 1,082,615 1,010,999 1,130,894
143,465 166,276 112,801 62,328 40,205
64,702 74,156 48,330 24,829 25,168
13.4 15.2 9.6 5.1 3.2

6.0 6.5 4.0 2.0 2.0
786,475 711,286 675,498 740,946 802,153
200,559 257,656 263,851 211,571 253,547
74,653 98,784 141,709 240,974 240,727
440,730 444 534 423,790 362,758 481,179
1,502,417 1,512,260 1,504,848 1,556,249 1,777,606
107,084 115,166 121,674 124,321 125,893
1,048,211 1,161,642 1,235,958 1,268,249 1,288,370
1,155,295 1,276,808 1,357,632 1,392,570 1,414,263
132,208 128,543 125,547 145,334 147,891
196,109 86,563 — — 200,800
18,805 20,346 21,669 18,345 14,652
1,502,417 1,512,260 1,504,848 1,556,249 1,777,606
1.08 1.11 112 1.12 1.12
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Furtlher Corporate Information H

BIOGRAPHICAL INFORMATION OF DIRECTORS

Executive Directors

Dr. Lui Che Woo, MBE, JP, LLD, DSSc, aged 74, the founder of the Group, has been a director of the Company since 1991 and is
the Chairman of the Company. Dr. Lui was appointed as director and Chairman of K. Wah International Holdings Limited in 1989.
He has over 45 years’ experience in quarrying, construction materials and property development. He is also a former Chairman of
Hong Kong Contract Quarry Association, Institute of Quarrying (Hong Kong Branch) and Tung Wah Group of Hospitals. Dr. Lui is
also the Chairman of The Federation of Hong Kong Hotel Owners and the President of Tsim Sha Tsui East Property Developers
Association. Dr. Lui was a Committee Member of the 9th Chinese People’'s Political Consultative Conference. He was also a
member of the Selection Committee for the First Government of the HKSAR and a member of the Election Committee of the
HKSAR. He is also the Chairman of China Association (H.K.) for Science and Society, the Founding President of Hong Kong -
Guangdong Economic Development Association and an Honorary President of Hong Kong - Shanghai Economic Development
Associatior. Dr. Lui is the father of Mr. Francis Lui Yiu Tung and Ms. Paddy Tang Lui Wai Yu.

Mr. Francis Lui Yiu Tung, aged 48, joined the Group in 1979. He has been a director of the Company since 1887 and is the
Deputy Chairman of the Company. Mr. Lui has alsc been an executive director of K. Wah International Holdings Limited since 1989
and is the Managing Director of K. Wah International Holdings Limited. He holds a bachelor of science degree in civil engineering
and a master of science degree in structural engineering from the University of California at Berkeley, USA. He is also a member of
the Town Planning Board. He is a Member of the Shanghai Committee of the Chinese People’s Political Consultative Conference.
Mr. Lui is a son of Dr. Lui Che Woo.

Mr. Chan Kai Nang, aged 58, joined the Group in 2002 and has been an executive director and Managing Director of the Company
since 2003. He is a fellow of The Asscciation of Chartered Certified Accountants, an associate of The Hong Kong Sacciety of
Accountants and The Chartered Institute of Management Accountants. Mr. Chan has been a top level executive with substantial
experience in major multinational and local corporations. He had been the regional controller and senior executive of these
corporations for many years.

Mr. William Lo Chi Chung, aged 44, joined the Group in 2003 and is the Group Finance Director. He has been & director of the
Company since 2004. Mr. Lo has also been an executive director of K. Wah International Holdings Limited since 2004. Mr. Lo holds
a master degree in Business Administration from University of Warwick in the UK and a Professional Diploma in Accountancy from
Hong Kong Polytechnic. He is a fellow member of Hong Kong Society of Accountants and a fellow member of Chartered Association
of Certified Accountants. He has over 20 years of broad experience in auditing, accounting and financial management, corporate
finance and strategic planning.

Ms. Paddy Tang Lui Wai Yu, aged 50, joined the Group in 1980 and has been a director of the Company since 1991. She is also
an executive directer of K. Wah International Holdings Limited. She holds a bachelor of commerce degree from McGill University,
Canada. She is a member of The Institute of Chartered Accountants in England and Wales. Ms. Tang is a member of the Election
Committee of the HKSAR. She is also a member of the Hong Kong Arts Development Council and a member of the Antiquities
Advisory Board. Ms. Tang is a daughter of Dr. Lui Che Weo.

Mr. Joseph Chee Ying Keung, aged 46, joined the Group in 1982 and has been a director of Company since 2004. Mr. Chee holds
an International Master degree in Business Administration from University of South Australia and a Bachelor degree in Mechanical
Engineering from University of Western Ontario in Canada. He is a fellow member of The Institute of Quarrying and has over 22
years cf broad experience in the construction materials industry including operations and management, technical and quality
assurance, environmental protection, commercial and strategic planning. He is currently the Chairman of Hong Kong Coritract
Quarry Association and a member of the Working Group on Construction Waste of the Provisional Construction Industry Co-
ordination Board. He was the past Chairman cf The Institute of Quarrying (Hong Kong Branch) from 1998 to 2000.
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Independent Non-executive Directors

Dr. Charles Cheung Wai Bun, JP, aged 67, joined the Group in 1986. He was an executive director of the Company since 1987
and became a non-executive director since 1995. He is also a non-executive director of K. Wah International Holdings Limited. He
holds an honorary doctor degree, a master degree and a bachelor of science degree in business administration. He had been in the
banking business for over twenty-two years and held senior management positions. He is the Group Chiet Executive and Executive
Deputy Chairman of Mission Hills Group. He is also a non-executive director of Pioneer Global Group Limited, Prime Investments
Holdings Limited and B&S Entertainment Holdings Ltd. Dr. Cheung was a former director and Adviser of the Tung Wah Group of
Hospitals. He is a Vice Chairman of Guangdong Province Golf Association. Dr. Cheung was awarded the Directors of the Year
Awards 2002 of Listed Company Non-Executive Director. Dr. Cheung was appointed by HKSAR Government as a member of Estate
Agents Authority on 1st November 2002.

Mr. Moses Cheng Mo Chi, OBE, JP, aged 54, has been a director of the Company since 1996. Mr. Cheng is the senior partner of
P.C. Woo & Co., a Hong Kong firm of soliciters. Mr. Cheng is the Founder Chairman of the Hong Kong Institute of Directors of which
he is now the Honorary President and Chairman Emeritus. He is a former member of the Legislative Council.

Mr. Yip Hing Chung, BBS, MBE, JP, aged 81, has been a director of the Company since 1991. He has over 20 years’ experience in
the manufacture of concrete pipes. He is also the Chairman & Managing Director of Gemmy Development Co, Ltd., the Chairman of
Frank Light Development Ltd., Carriana Chiu Chow Restaurant Ltd. and Guangzhou Hong Hui House Property Development Co.
Ltd. and a Director of Tak Sing Alliance Holdings Ltd. Mr. Yip is the Permanent Honorary President of the Hong Kong Chiu Chow
Chamber of Commerce Limited, the Honorary President of the Chinese Manufacturers’ Association of Hong Kong,
FHEwEdmae and the Hong Kong Chiu Chow Public Association. He is also an executive member of New Territories
Heung Yee Kuk.

Mr. James Ross Ancell, aged 50, has been a director of the Company since 2004. He holds a Bachelor degree in Management
Studies from University of Waikato in New Zealand. He is a member of the Institute of Chartered Accountants of New Zealand and
has nearly 30 years of broad experience in building materials and construction sectors, waste management and recycling business
gained from multinational corporations. He is currently the Chairman of Churngold Construction Holdings Limited in the UK, a
leading specialist groundworks subcontractor carrying out groundworks and road surfacing and has a separate remediation
business, cleaning up sites contaminated by previous industrial activity.

BIOGRAPHICAL INFORMATION OF SENICR MANAGEMENT

Mr. John Roy Swainston, aged 67, joined the Group in 1981 and is the Director, Eastern Region Construction Materials. He has
over 36 years’ operational and management experience in construction materials industry.

Mr. Albert Law Yu Kwan, FCMA, AHKSA, FAIA, FRFP, aged 54, joined the Group in 1997 and is the Financial Controller. He is
currently the Vice President of The Chartered Institute of Management Accountants (Hong Kong Division) and Chairman of
Enterprise Governance Committee. He is also a member of the Accounting Advisory Board, School of Business, The University of
Hong Kong. He has over 34 years' experience in internal auditing, accounting, corporate finance, treasury and management
consulting.

Mr. Xu Bin Bin, MEng, aged 44, joined the Group in 1996 and is the General Manager, Western Region Construction Materials. He
has over 19 years' research, operational and management experience in construction materials industry.

Mr. Danny Chung Fuk Wing, BASc, MBA, CEng, MIEE, MHKIE, MIE(Aust), aged 47, joined the Group in 1997 and is the General
Manager, Beijing Construction Materials. He has over 19 years’ operational and management experience in construction materials
business.

Mr. Samuel Gow Cheng Pak, BEng, MEng, MBA, aged 46, joined the Group in 2004 and is the General Manager, Yangtze River
Delta, Eastern Region Construction Materials. He has over 19 years’ operational and management experience in construction
materials business.
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Mr. Steven Tong Kui Nam, BSocSc, aged 45, joined the Group in 1981 and is the Company Secretary. He has over 19 years’
experience in legal and company secretarial matters.

Mr. Cheung Wing Hong, FHKSA, FCCA, aged 45, joined the Group in 1983 and is the General Manager, Finance. He has over 23
years' experience in finance, accounting and auditing.

Mr. Paul Roger Fowler, BSc, MSc, MBA, MHKIE, CEng, FIMM, CGeol, aged 53, joined the Group in 1896 and is the General Manager,
Planning and Development. He has over 28 years’ managerial and technical experience in consultancy and civil engineering
projects.

Mr. Gary Choi Siu Wah, BSc, MBCS, CEng, MISACA, aged 50, joined the Group in 1998 and is the General Manager, EDP. He has
over 24 years' operational and management experience in information technology.

Mr. Albert Lau Ping Kwong, BBA, MBA, aged 53, joined the Group in 2003 and is the General Manager, Human Resources and
Administration, Eastern Region Construction Materials. He has over 23 years’ experience in human resources management and
administration.

Mr. Cheung Hon Wan, MA, ACMA, AHKSA, aged 47, joined the Group in 2004 and is the General Manager, Finance, Eastern
Region Construction Materials. He has over 22 years’ experience in finance and management consulting.

Mr. Chow Shu Yee, aged 57, joined the Group in 1994 and is the Deputy General Manager of K. Wah Construction Products
Limited and K. Wah Materials Limited, Southern Region Construction Materials. He has over 33 years’ experience in production
management, sales and marketing and accounting and finance, a very substantial period of which is gained from senior
management level.

Mr. Wang Yi Liang, BEcon, aged 40, joined the Group in 1997 and is the Deputy General Manager, Business Development cum
Beijing Representative. He has over 14 years’ experience in business development.

Mr. Johnny Ng Yuk Kay, BSc(Eng), MBA, aged 41, joined the Group in 1987 and is the General Manager, Shanghai RMC
Operations, Eastern Region Construction Materials. He has over 19 years’ experience in operational and management and business
development of consultation materials, as well as engineering project management and organization development.

Mr. Raymond Ng Kam Mun, BCom, MBA, MAEB, ASA, ACS, ACIS, FIQ, aged 42, rejoined the Group in 1991 and is the Deputy
General Manager of K. Wah Quarry Company Limited, K. Wah Block Company Limited, K. Wah Stones {Zhu Hai) Company Limited
and Construction Materials Limited, Southern Region Construction Materials. He has over 20 years’ operational and management
experience in construction materials business.

Mr. Alfred Ho Ka Lok, MBA, MHKIE, CPM(HK), MHKIM, aged 43, rejoined the Group in 1992 and is the Deputy General Manager of
K. Wah Concrete Company Limited, Scuthern Region Construction Materials. He has over 22 years' operational and management
experience in construction materials business.

Mr. John Tam Kwan Kwan, BSc, aged 42, rejoined the Group in 189 and is the Deputy General Manager of Barichon Limited and
Doran (Hong Kong) Limited and the General Manager of K. Wah Construction Products (Shenzhen) Company Limited, Doran
Construction Products (Shenzhen) Company Limited and Shenzhen K. Wah Concrete Pile Company Limited, Southern Region
Construction Materials. He has over 15 years’ operational and management experience in construction materials industry.

Ms. Teresa Tham Kit Wan, LLB., Solicitor, aged 43, joined the Group in 1898 and is the Deputy General Manager, Legal. She has
over 18 years’ experience in legal and company secretarial field.

Mr. Chen Wei Rong, Dip, aged 49, joined the Group in 1998 and is the General Manager of Shanghai K. Wah Concrete Co. Ltd.,
Eastern Region Construction Materials. He has over 26 years’ research, operational and management experience in construction
materials business.
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Mr. Alexander Yu Ka Wah, HDip, aged 49, rejoined the Group in 1989 and is the Assistant General Manager, Shanghai Materials
and Piles, Eastern Region Construction Materials. He has over 22 years' operational and management experience in construction
materials business.

Mr. Edmund Yu Kwok Hung, AHKSA, FCCA, aged 43, joined the Group in 1992 and is the Assistant General Manager of
Operations, Guangzhou, Southern Region Construction Materials, the General Manager of Guangzhou K. Wah Nanfang Cement
Limited and the Deputy General Manager of Guangdong Shao Gang Jia Yang New Materials Company Limited. He has over 20
years' experience in finance and accounting.

Mr. Rizal Lee Kok Hoong, BA, aged 46, joined the Group in 2001 and is the Assistant General Manager, Human and Organization
Development. He has over 14 years' experience in management consulting and organization development.
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Repoeor: of the Directors H

The directors have pleasure in presenting to the shareholders their report together with the audited financial statements for the year
ended 31st December 2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the principal subsidiaries, jointly controlled
entities and associated companies are set out in note 36 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December 2003 are set out on page 42 of the annual report. An interim scrip
dividend equivalent to 1 cent (2002: 1 cent) per share with a cash option, totalling HK$12,478,000 (2002: HK$12,397,000) was
paid during the year. The directors recommend a final scrip dividend of 1 cent (2002: 1 cent) per share with a cash option, totalling
HK$12,69C,000 (2002 HK$12,432,000). Full details of the scrip dividend will be set out in a letter to be sent to the shareholders.
SHARE CAPITAL

Details of shares issued as at 31st December 2003 are set out in note 23 to the financial statements.

On 28th February 2003, options to subscribe for 20,482,000 shares at the option price of HK$0.514 per share were granted to
directors, employees and adviser of the Company and its affiliates pursuant to the Share Option Scheme of the Company adopted

on 30th May 2002.

On 4th July 2003, 4,632,871 new shares were issued at a price of HK$0.4313 per share as the final dividend for the year ended
31st December 2002 to shareholders who had not made cash elections in respect of all of their shareholdings.

On 21st November 2003, 11,093,965 new shares were issued at a price of HK$0.5662 per share as the interim dividend for the year
ended 31st December 2003 to shareholders who had not made cash elections in respect of all of their shareholdings.

The Company has not redeemed any of its shares during the year ended 31st December 2003. Neither the Company nor any of its
subsidiary companies have purchased or sold any of the Company's shares during the year.

RESERVES

Movements in the reserves of the Group and the Company during the year are set out in note 25 to the financial statements.
DONATIONS

During the year, the Group made charitable donations amounted to HK$3,016,000.

PROPERTY PLANT AND EQUIPMENT

Details of the movements in property, plant and equipments are set out in note 13 to the financial statements.
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DIRECTORS

The directors of the Company who served during the year were Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mr. Chan Kai Nang,
Ms. Paddy Tang Lui Wai Yu, Dr. Charles Cheung Wai Bun, Mr. Moses Cheng Mo Chi and Mr. Yip Hung Chung. Dr. Chan Nai Keong
deceased on 9th May 2003.

Mr. William Lo Chi Chung, Mr. Joseph Chee Ying Keung and Mr. James Ross Ancell were appointed as directors on 15th April
2004.

The biographical details of the directors and senior management are set out on pages 29 to 32 of the annual report.

In accordance with Article 108(A), Ms. Paddy Tang Lui Wai Yu and Mr. Yip Hing Chung will retire from office by rotation at the
forthcoming annual general meeting. Ms. Paddy Tang Lui Wai Yu, being eligible, offers herself for re-election. Mr. Yip Hing Chung
does not offer himself for re-election. in accordance with Article 97, Mr. William Lo Chi Chung, Mr. Joseph Chee Ying Keung and
Mr. James Ross Ancell shall hold office until the forthcoming annual general meeting and, being eligible, offer themselves for re-
election.

None of the directors proposed for re-election has a service contract with the Company which is not determinable within one year
without payment of compensation other than statutory compensation.

DISCLOSURE COF INTERESTS

At 31st December 2003, the interests of each director in the shares of the Company and its associated corporation {(within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO™)), K. Wah International Holdings Limited, and the details of
any right to subscribe for shares of the Company and K. Wah International Holdings Limited and of the exercise of such rights, as
recorded in the register maintained under section 352 of the SFO or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited pursuant to the Model Code for Securities Transactions by Directors of Listed Companies, were as follows:

{(A)  Ordinary Shares of the Company

Personal Family Corporate Other % of Issued

Interests Interests Interests Interests Total Share Capital
Lui Che Woa 7,369,955 1447452 75,778,513 850,514,983%" 935 710,903 74.33
Francis Lui Yiu Tung 2,937 — — 850,514,983 850,517,920 67.56
Chan Kai Nang - — - - — -
Paddy Tang Lui Wai Yu 1,861,906 — —  850,514,983% 852,376,889 67.71
Charles Cheung Wai Bun 1,810 — — — 1,810 0.00
Moses Cheng Mo Chi — - - — — —
Yip Hing Chung 192,124 — — — 192,124 0.02
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DISCLOSURE OF INTERESTS (Contq)
(B)  Share Options of the Company
Details are set out in the SHARE OPTION SCHEME section below.,

(C)  Ordinary Shares of K. Wah International Holdings Limited

Personal Family Corporate Other % of Issued

Interests Interests Interests Interests Total Share Capital
Lui Che Woo 263,664 7,013,966 37,507,971 1,236,885,458'7 1,281,671,059 64.80
Francis Lui Yiu Tung 391,163 - — 1,236,885,458%®) 1237,276,621 62.55
Chan Kai Nang — — — — - —
Paddy Tang Lui Wai Yu 4,639,166 — — 1,236,885,45812 1,241,524,624 62.77
Charles Cheung Wai Bun 7,239 — — — 7,239 0.00

Moses Cheng Mo Chi - - — - — —
Yip Hing Chung — — — — — —

(D)  Share Options of K. Wah International Holdings Limited

Options Options Options Options held

held at granted  exercised at 31st Exercise
1st Januaty  during the  during the  December price
Date of grant 2003 year year 2003 (HK$) Exercise period
Lui Che Woo 20th May 1998 1,500,000 — — 1,500,000 0.5586 20th May 1999 -
19th May 2008
30th Dec 1999 1,350,000 — — 1,350,000 0.3600 30th Dec 2000 -
29th Dec 2009
28th Feb 2003 — 2,000,000 — 2,000,000 0.7200 1st Mar 2004 -
28th Feb 2013
Francis Lui Yiu Tung 20th May 1998 1,000,000 - - 1,000,000 0.5586 20th May 1999 -
19th May 2008
30th Dec 1999 1,200,000 — — 1,200,000 0.3600 30th Dec 2000 —
28th Dec 2009
28th Feb 2003 - 1,868,000 - 1,868,000 0.7200 1st Mar 2004 -
28th Feb 2013
Chan Kai Nang — — — — — — —
Paddy Tang Lui Wai Yu  20th May 1998 600,000 - — 600,000 0.5586 20th May 1899 -
19th May 2008
30th Dec 1999 870,000 — - 870,000 0.3600 30th Dec 2000 -
29th Dec 2003
28th Feb 2003 — 1,269,000 — 1,269,000 0.7200 1st Mar 2004 -
28th Feb 2013
Charles Cheung Wai Bun 28th Feb 2003 — 300,000 — 300,000 0.7200 1st Mar 2004 -

28th Feb 2013
Moses Cheng Mo Chi — — — - — — _

Yip Hing Chung — — — — — — -
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DISCLOSURE OF INTERESTS (Conta)
Notes:
(1) 75,778,513 shares in the Company were held by Best Chance Investments Ltd., which was controlled by Dr. Lui Che Woo.

2) K. Wah International Holdings Limited was interested in 846,625,308 shares in the Company representing more than one-third of its issued
share capital held by a wholly owned subsidiary of K. Wah International Holdings Limited. 1,236,885,458 shares in K. Wah International
Holdings Limited representing more than one-third of its issued share capital were held by the discretionary trusts established by Dr. Lui Che
Woo as founder. In addition, one of the said discretionary trusts was interested in 3,889,675 shares in the Company. Dr. Lui Che Woo, Mr.
Francis Lui Yiu Tung and Ms. Paddy Tang Lui Wai Yu, as either direct or indirect discretionary beneficiaries of the discretionary family trusts,
are deemed to be interested in those shares in K. Wah International Holdings Limited and those shares in the Company held by the trusts
and in those shares in the Company in which K. Wah International Holdings Limited was interested as aforesaid.

{3) 34,503,760 shares and 3,004,211 shares in K. Wah International Holdings Limited were respectively held by Best Chance Investments Ltd.
and Po Kay Securities & Shares Company Limited both of which were controlled by Dr. Lui Che Woe.

Save as disclosed above, as at 31st December 2003, none of the directors of the Company had any interests or short positions in
the shares, underlying shares and debentures of the Company or any of its associated corporation (within the meaning of Part XV of
the SFO).

SUBSTANTIAL SHAREHOLDERS

At 31st December 2003, the interests of every person {not being a director or chief executive of the Company) in the shares of the
Company as recorded in the register kept under section 336 of the SFO were as follows:

Number of % of Issued
Name Ordinary Shares Share Capital
Best Chance Investments Lid. 75,778,513 6.02
K. Wah International Holdings Limited 846,625,308 67.25
HSBC International Trustes Limited 842,969,433 66.96

Notes;

(1) HSBC International Trustee Limited is the trustee of the discretionary trusts which hold 842,969,433 shares in the Company.
There was duplication of interest of:

(i) 850,514,983 shares in the Company between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Ms. Paddy Tang Lui Wai Yu.
Among these shares, 846,625,308 shares were also interested by K. Wah International Holdings Limited and 842,969,433
shares were also interested by HSBC International Trustee Limited; and

(i) 1,236,885,458 shares in K. Wah International Holdings Limited between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Ms.
Paddy Tang Lui Wai Yu.

Save as disclosed above, as at 31st December 2003, the Company had not been notified by any persons who had interests or short
positions in the shares or underlying shares which would fall to be disclosed to the Company under the SFO.

No contracts of significance to which the Company, its subsidiaries, its fellow subsidiaries or its holding companies 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.
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SHARE OPTION SCHEME

The share option scheme of the Company (“Share Option Scheme”) was approved and adopted by the shareholders at the annual
general meeting held on 30th May 2002 (“Adoption Date”). The Share Option Scheme was also approved by the sharehclders of
K. Wah International Heldings Limited (“KWIH") at the annual general meeting of KWIH held on the Adoption Date. A summary of
the Share Option Scheme is set out below:

(1)

Purpose

To attract and retain the best quality personnel for the development of the Company’s businesses; to provide additional
incentives to employees, consultants, agents, representatives, advisers, suppliers of goods or services, customers,
contractors, business allies and joint venture partners; and to promote the long term financial success of the Company by
aligning the interests of option holders to shareholders.

Participants

(i) any employee of the Company or any affiliate and any senior executive or director of the Company or any affiliate; or

(i) any consultant, agent, representative or adviser of the Company or any affiliate; or

(i) any person who provides goods or services to the Company or any affiliate; or

(ivy  any customer or contractor of the Company or any affiliate; or

{v)  any business ally or joint venture partners of the Company or any affiliate; or

(vi)  any trustee of any trust established for the benefit of employees; or

(vii) in relation to any of the above qualifying grantee who is an individual, a trust solely for the benefit of the qualifying
grantee or his immediate family members, and companies controlled solely by the qualifying grantee or his immediate
family members.

“Affiliate” means any company which is (a) a holding company of the Company; or (b) a subsidiary of a holding company of

the Company; or (c) a subsidiary of the Company; or (d) a controlling shareholder of the Company; or (e) a company

controlled by a controlling shareholder of the Company; or (f) a company controlled by the Company; or (g) an associated

company of a holding company of the Company; or (h) an associated company of the Company.

Total number of shares available for issue

Mandate Limit — Subject to the paragraph below, the total number of shares which may be issued upon exercise of all

options to be granted under the Share Option Scheme and any other schemes of the Company must not in aggregate

exceed 10% of the shares in issue as at the Adoption Date, being 121,787,040 shares.

Overriding Limit — The Company may by ordinary resolutions of the shareholders and by ordinary resolutions of the

shareholders of KWIH refresh the Mandate Limit as referred to in the above paragraph provided the Company and KWiH

shall issue a circular to their respective shareholders before such approval is sought. The overriding limit on the number of

shares which may be issued upon exercise of all outstanding options granted and yet to be exercised under the Share Option
Scheme and any other schemes of the Company must not exceed 30% of the shares in issue from time to time.
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SHARE OPTION SCHEME (Contd)
(3)  Total number of shares available for issue (Cont'd)

As at 31st December 2003, the total number of shares available for issue under the Share Option Scheme was 101,305,040
shares, which represented approximately 8.05% of the issued share capital of the Company at that date.

(4)  Maximum entitlement of each participant

The total number of shares issued and to be issued upon exercise of options {(whether exercised or outstanding) in any 12-
month period granted to each participant must not exceed 1% of the shares in issue.

Subject to separate approval by the shareholders in general meeting with the relevant participant and his associates (as
defined in the Listing Rules) abstaining from voting provided the Company shall issue a circular to shareholders before such
approval is sought, and separate approval by the shareholders of KWIH in general meeting with the relevant participant and
his associates (as defined in the Listing Rules) abstaining from voting provided KWiH shall issue a circular to shareholders
before such approval is sought, the Company may grant options to a participant which would exceed this limit.

(5)  Option period

The period within which the shares must be taken up under an option shall be determined by the Board in its absolute
discretion at the time of grant, but such period must not exceed 10 years from the date of grant of the relevant option.

(6)  Minimum period for which an option must be held before it can vest

The minimum period, if any, for which an option must be held before it can vest shall be determined by the Board in its
absolute discretion. The Share Option Scheme itself does not specify any minimum holding period.

(7)  Payment on acceptance of the option

HK$1.00 is payable by the grantee to the Company on acceptance of the option offer. An offer must be accepted within 14
days from the date of grant (or such longer period as the Board may specify in writing).

(8) Basis of determining the subscription price

The subscription price shall be determined by the Board in its absolute discretion at the time of the grant but shall not be less
than the higher of:

(i the closing price of the shares on the date of grant;

(i) the average closing prices of the shares for the 5 business days immediately preceding the date of grant; and

(i) the nominal value of a share.
(9)  The remaining life of the Share Option Scheme

The life of the Share Option Scheme is 10 years commencing on the Adoption Date and will expire on 29th May 2012.
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SHARE OPTION SCHEME (Contd)

As 31st December 2003, the particulars of the options held by each of the directors of the Company, the employees of the Company
in aggregate and other participants granted under the Share Option Scheme or under any other share option schemes of the
Company, were as follows:

Options Options  Options held

Options held granted  exercised at 31st Exercise
at 1st during the during the December price

Date of grant  January 2003 year year 2003 {HK$) Exercise period

Lui Che Woo 20th May 1998 1,500,000 — — 1,500,000 0.5333  20th May 1999 -
19th May 2008

30th Dec 1999 1,800,000 — — 1,800,000 0.5216 30th Dec 2000 -

29th Dec 2009

28th Feb 2003 — 2,000,000 — 2,000,000 0.5140 1st Mar 2004 -

28th Feb 2013

Francis Lui Yiu Tung 20th May 1998 1,000,000 — — 1,000,000 05333 20th May 1999 -
19th May 2008

30th Dec 1999 1,600,000 — — 1,600,000 0.5216 30th Dec 2000 -

29th Dec 2009

28th Feb 2003 — 1,870,000 — 1,870,000 0.5140 1st Mar 2004 -

28th Feb 2013

Chan Kai Nang 28th Feb 2003 — 110,000 - 110,000 0.5140 1st Mar 2004 -
28th Feb 2013

Paddy Tang Lui Wai Yu 20th May 1998 600,000 — — 600,000 0.5333  20th May 1999 -
16th May 2008

30th Dec 1999 1,070,000 — — 1,070,000 0.5216 30th Dec 2000 -

29th Dec 2009

28th Feb 2003 — 1,270,000 — 1,270,000 0.5140 1st Mar 2004 -

28th Feb 2013

Charles Cheung Wai Bun 28th Feb 2003 — 300,000 — 300,000 0.5140 1st Mar 2004 -
28th Feb 2013

Moses Cheng Mo Chi 28th Feb 2003 — 300,000 - 300,000 0.5140 st Mar 2004 -
28th Feb 2013

Yip Hing Chung 28th Feb 2003 — 150,000 - 150,000 0.5140 1st Mar 2004 ~
28th Feb 2013

Employees 20th May 1998 9,262,000 — - 9,262,000 05333  20th May 1999 -
18th May 2008

30th Dec 1999 19,226,000 — — 19,226,000 0.5216 30th Dec 2000 -

29th Dec 2009

28th Feb 2003 — 13,882,000 — 13,882,000 0.5140 1st Mar 2004 —

28th Feb 2013

Others 20th May 1998 600,000 — — 600,000 0.5333  20th May 1999 -
19th May 2008

30th Dec 1999 1,606,000 — — 1,606,000 0.5216 30th Dec¢ 2000 -

29th Dec 2009

28th Feb 2003 — 600,000 — 600,000 0.5140 1st Mar 2004 -

28th Feb 2013
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SHARE OPTION SCHEME (Cont'd)

All options referred to above are subject to a one-year vesting period.
The consideration paid by each grantee for each grant of options is HK$1.00.

The share options granted are not recognised in the financial statements until they are exercised. The Directors consider that it is
not appropriate to disclose the value of options granted during the year, since any valuation of the above options would be subject
to a number of assumptions that would be subjective and uncertain. The closing price of the Company’s shares immediately before
the date on which the share options were granted during the year was HK$0.50.

Except for the Share Option Scheme, at no time during the year was the Company, its subsidiary companies, its fellow subsidiary
companies or its holding companies a party to any arrangements to enable the directors of the Company to acquire benefits by
means of the acquisition of shares in or debentures of the Company or any other body corporate.

FINANCIAL SUMMARY

A five-year financial summary of the results and of the assets and liabilities of the Group is shown on pages 27 and 28 of the annual
report,

MAJCR CUSTCMERS AND SUPPLIERS

For the year ended 31st December 2003, the aggregate amount of turnover attributable to the Group’s five largest customers
represented less than 30% of the Group’s total turnover; and the aggregate amount of purchases (not including the purchases of
items which are of a capital nature) attributable to the Group’s five largest suppliers represented less than 30% of the Group's total
purchases.

None of the directors, their associates or any shareholder {which to the knowledge of the directors owns more than 5% of the
Company’s issued share capital) had any interest in the five largest customers.

MANAGEMENT CONTRACTS

No substantial contracts concerning the management and administration of the Company were entered into or existed during the
year.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers, who retire and, being eligible, offer themselves for
reappointment.

On behalf of the Board

Dr. Lui Che Woo
Chafrman

Hong Kong, 15th April 2004
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PRICEAVATERHOUSE(QOPERS

AT = PricewaterhouseCoopers
BE AR FH AT 22nd Floor, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 8888

TO THE SHAREHOLDERS OF
K. WAH CONSTRUCTION MATERIALS LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 42 to 71 which have been prepared in accordance with Hong Kong Financial
Reporting Standards.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the Directors to prepare financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view, it is fundamental that appropriate accounting policies are selected
and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and to report cur opinion
solely to you, as a body, in accordance with section 141 of the Hong Kong Companies Ordinance, and for no other purpose. We do
not assume responsibility towards or accept liability 1o any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reascnable basis for our opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and the Group as at 31st
December 2003 and of the profit and cash flows of the Group for the year then ended and have been properly prepared in
accordance with the Hong Kong Companies Ordinancs.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 15th April 2004




Consolidated Profit and Loss Statement ﬂ
For the year ended 31st December 2003
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