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Dear Sirs,

The following materials are enclosed pursuant to Rule 12g3-2(b)(1)(iii)
under the Securities Exchange Act of 1934 (the "Exchange Act"), in connection with the
exemption from reporting under that Rule by Hongkong Electric Holdings Limited:

Interim results for the half year ended 30th June 2004 dated 5th August 2004

Pursuant to Rule 12g3-2(b)(4) and (5), the enclosed materials shall not be
deemed "filed" with the Commission or otherwise subject to the liabilities of Section 18 of
the Exchange Act, and the furnishing of such materials shall not constitute an admission for
any purpose that Hongkong Electric Holdings Limited is subject to the Exchange Act.
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CHATRMAN'S STATEMENT

Half Year Resuirs

The unaudited consolidated profil of the Group.¥iter tax and Scheme of Control transfers. for the
first six months of 2004 amounted 10 HK$2.228 zillion. an increase of 1.6% compared to the same
period last year. includiag profits fram the Grow's averseas aétivities of HK$267 million (2003:
HKS$227 miliony

Interim Dividend

The Directors have today declared an intcrim divignd of S8 cents (2003: 58 cents) per share payable
1o shareholders whose names appear in the Coapany’s Register of Members on 23rd September
2004

The Register of Members will be closed from 1Ah September 2004 to 23ed September 2004 both
days inclusive. To qualify for the interim dividend transfers shovld be lodged with the Registrars by
4:00 p.m. on 15th September 2004,

Operations

In Hong Kong. econamic conditions were more feourable than during the same period last year due
largeiy to the serious adverse consequences in B03 of the outbreak of Severe Acule Respiratary
Syndrome. The signing of the Closer Economic Artnership Arrangement {CEPA), the introduction
of the individual visit scheme for Mainland visiwrk, and other supportive measures from Mainland
China 2lso benefited the focal economy in 2004.Fhe stronger locs) economy, coupled with the hot
weather which occurred towards the end of Jum combined to resull in a new system maximum
demand being recorded of 2.588MW, an increaseof 6.0% over the maximum demand recorded last
year, further confirmation that the new L9 unit a1ilammae is required 10 be commissiaoned in 2006 to
meet increasing demand. Unit sales for the six maths (0 30th June 2004 increased by 3.9% over the
5ame period last year

Satisfactory progress continues to be made on thezxtension of the Lamma Power Station (o meet the
target commissioning in 2006. The piling workfor the first 300 MW power unit was completed
during the period and the supersiructure coatra? has been awarded. Work on the Main Station
Building and 275kV Switching Station is on sdrdule and the manufacture of the power block
equipment is in progress.

A long term contract for the supply of natural gesto Lamma was signed in Beijing in Apri] 2004,
The first delivery of gas from the LNG terminal, shich is presently under construction in Shenzhen,
is targeted for mid 2006. In addition, the conwact fir the supply and installation of 2 93 km submarine
gas pipeline from Shenzhen (0 Lamma was awardsd in May 2004. Pipe laying work will commence
in early 2008

Coal prices and related freight charges have risensubstantially during the first six months of 2004,
White the Company was insulated from the full efect of these increases by virtue of several longer
1erm supply contracts secured at favourable prices a two-cent per upit reduction in the Fuel Clause
rebate effective 151 April 2004 was required to reover the increase in cost which will be incurred in
2004, This is 2 pass through of aciual cost increses incurred and has oo effect on the Company's
profits. .

The Company's Jong tradition of i ibility was ised by the Pacific Basin
Economic Countil (PBEC) in Sune when the Communy received a PBEC Environmenta) Award, the
first time that an electricity utility in the region Ms been honoured. With regard to the Company's
support of the development of renewsble ener@ 2 land spplication for a wind turbine site on
Lamma Island has been submitied and is being gpocessed, The 1ender for the supply of a 600kW
wind turbine s cxpected to be issued later in theyear to meet 8 commissioning schedule of early
2006.

Overseas, our operations in Austratia continue toperform well. Swrong financial performence was
achieved through a combination of customer growthincreasing cousumption, growth in non-¢lectricity
revenue and productivity improvements within & across the businesses. The performance of the
distribution networks, as measured by minutes wihout supply, also recorded improvements agninsi
the same period last year, In Thailand, the sharellding arrangements in the consortium formed to
develop & 1.400MW gas-fired power plant werefinalised in February. The Group is the Iargest
foreign shareholder with a 25% interest in the praec1, Various pre-construction tasks are on.going
and the project is on schedule for commissioning & 2008.

Outlook

In Hong Kong. 2 strengthening economy augurs wll for.the medium term. The Company will take
adventage of the flexibility it has within its capial expenditure programme to £nsure Consumers
continue to be provided with reliable electricity orsetisfy current and future demand ol the lowest
cost compatible with the terms of the Scheme ofControl Agreement with Government. However,
increasing costs which are beyond the control of 2is Company, particularly coal prices and freight
charges, are a concern. For example, coal prices anhis time last year were approximately US529 per
tonpe, while today’s price is approximately USSZ per tonne. an increase of 148%. Of course, we
will do our utmost 1o negotiate and fix the lowestonssible coal price. but if prices do not moderate
from present levels, there will be an impact on tarifr as our lower priced term contracis unwind,

The reiatively lower risk end predictable natureof our overseas businesses provide support for
sustzined profit growth. Given the Group's strong fancial position and proven expertise in managing
these business:., fnrther similar suitable investmas JppomMunities re being studied actively.

George C. Magnus
Chairman

Hong Kong. 5th Avgust 2004

FINANCIAL REVIEW
Capital Expenditure, Liquidity, Financial Resowces and Genrlng Ratio

Capital expenditure during the period amounied 1cHK3986 million, which was primarily funded by
internal sources. As at 30th June 2004, tota] extesel borrowings were HK$13,714 million (at 315t
December 2003: HK$13,599 million), comprising msecured bank loans, unsecured deferred creditors
#nd debt securities in issue. In nddition. undrawniommitted credit facilities available to the Group
totalled HK$881 million (at 3is\ December 200: HK$3,443 million). Gearing ratio (net dedt/
shareholders® funds) ot 30 June 2004 was 37% (atfist December 2003: 37%,).

Treasury Policles snd Capital Structure

The Group continues to ensure that its businesses ge financed from s variety of competitive sources
and that comminied facilities end operating cashflows ere sufficient to meet refinancing and business
expansion needs. In sddition. currency and interst risks are actively maneged on & conservative
basis.

As 8t 30th June 2004, cxicrnal borrowings of theliroup amounted to HK$13,714 million. with the
following profile:

(1) 53% was sither denominsted or cffectively tmged into Hong Kong dollars and 47% was either
denominated or effectively swapped into Ausaiian doilars;

(2)  76% was benk loans, 18% was capitsl merkennstruments and 6% was suppliers’ credits:

(3) 16% was repayable within | year, 77% wo:rcpaysble between 2 to 5 yeirs and 7% wai
repayable beyond 5 years:

4

77% was fixed or capped rote based and 23%was floating rate.

s the Group's 1reasury policy not to engage in spevlative transactions. Foreign currency weanssction
exposure is managed in accordence with ureasury pidelines, utilising forward contracts and interest
and currency swaps, As a1-30th June 2004, aver $% of the Group's wrunsaction exposure was either

hedged or.denominated in Hong Kong or US ddlars. Currency exposure arising from oversess -

tnvesiments is hedged by srranging comparable Jessl of borrowings in or swapping foreign currency
borrowings into the same currency us the underfing investments. loterest rate risk is managed
through the use of interest rate swaps and caps.The contractual potionel umounts of derivative
instruments outstanding at 30th June 2004 amouowd to HK519.671 million (at 315t December 2003:
HKS$21,394 million) equivalent,
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2004 INTERIM RESULTS

Contingent Liabilities

A 2t 30th June 2004, the Company has issued guerantees for sssociate amounting to HK$33 million
(at 31st December 2003: HK$44 millioa).

As gt J0th Jube 2004, the Company has given gusrantees and counter indemnities in respect of bank
2nd other borrowing facilities svailable to subsidiaries and financial commitments of subsidisries
totalling HK$9.262 miltion (at 315t December 2003: HKS11,227 miliion} equivaient, Out of this
amount, HK$8,896 million, while being a contingent liability of the Company, is reflected in the
Consolidated Balarce Sheet of the Group.

As ot 30th June 2004, a whelly owned subsidiary of the Company. The Hongkong Electric Company,
Limited. hes given gusrantees to third parties in respect of a loan scheme for electricity charges of
HKS$3 million (at 31st December 2003: HK$5 million) #nd the value of leased equipmen( of HK$210
million (at 315t December 2003 HKS210 million) at expiry of the lease.

Employees

The Group continues its policy of pay by performance and market pay rates are monitored constantly
to ensure competitiveness is mainteined. The Group's total remuneration costs far the six months
eoded 30th June 2004, ing dircclors’ il . to HK$468 million (2003: HK$510
million). As a1 30th June 2004, the Group employed 1,083 (2003: 2.173) permanent staff, No share
option scheme is in operation. .

Apart from well-esiablished training schemes for university graduates. treinee technicians and
apprentices. the Group also provides training for staff in language, computer knowledge, and the
latest technology relevant 10 our industry as well as numerous job-relaied courses to enhance other
mars general skills and knowledge of our employees.

UNAUDITED CONSOLIDATED PROFIT AND LOSS ACCOUNT
For the six months ended 30th June 2004

Six raooths ended 30th June |
20l

. 2003
- “Note ° HES$ mlilion HKS$ million
< Turoover . E 5,327 5,207
" Direct-¢osis . . (1,989) {1,865)
. +3338 13,342
*-Other rovenue and net income - 439 453
_.Other operating costs 2 {381) - (265)
! Finance costs . . - - (302) (333)
“ Operatog profit . ¢ T 3124 3,157
‘¢ Share of results of associates o . 2l 127
--Profit before taxation L 3335 3,324
% Iacome tax - e RULM
Profit after taxation 13,709 . 2,347
7 Scheme of Conwro) transfers to: . 6 v
.".. Development Fund - {481) . a(151)
" Rate Reduction Reserve - (3
’ - (481) ~(134)
*Profit attributable to shareholders :
" Local uctivities ' : 1986
', - Overseas activities 1227
& Total . . 2,193
. L
'{Proposed Ioterim dividend R 1,238
i_Eu’nlnp per share & , . 104 conts 103 cents
*Proposed interim dividend per share A S S8eents
CONSOLIDATED BALANCE SHEET
At 30th June 200¢
i " (Unaudited) (Audited)
30th June 315t December
2004 2003
Note HKS$ million HKS$ millico
'Asyets i
" Non-current sssels
¢ Fixed assels
— Propenty, plant and equipment 41,534 42,024
~— Assets under copstruction 3428 3,000
. 44,962 45,024
7 Interest in agsociates 8,194 T B.425
. Otber investronts - e e e e - 3
Employee retirement benefit assels f t 267 236
. $3,dd6 ~.53.692
" Carrent assets
. nventories . 496 368
Trade and other receivables 9 1,414 1,041
:. Fuel clause account ‘ 1,143 1,147
Bank balasces and other liquid funds -ode - 618 464
~3,669 3.020
~Current labilithes
Trade'and owrer paysbles 1 1907) 1,124y,
-Brok overdrafis .— unsecured . @) O]
“Current portion of beak Joans
and other borrowings 1,883) (2,436}
~ Taxation (500) (3011
(3,294) L(3,865)
* Net corrent _Iwzul(lhbllllles) . 375 - {B4S)
" “Tatal nssets Yemn current Habilities 53,821 52,847
Nog-current labilitics
*. Intereat-berring borrowings . - (19,961) (10,187)
Deferred creditors and other prysbles (675) . . {760)
- Customers' depesits {1,424) (1,387
Deferred taxation ‘ (5,364) ©15,108)
ploy i benefit liebiliti {96) {92)
. (18,320) (17,531)
Rate Redoction Reserve - - - - 5
Development Fuund (481) —
Net Anrets © 35,020 35,311
“Capital snd Beterves .
Share capita) 37134 2,134

Reserves : 32886 33171
' 35020 35311
————




Nates
1 The intrien fioancial statements are unaydited but have been reviewrd by the Audii Committer.

2. The sene accoonung paticies adopied in the 2003 inpurl Goancia) s1temeBLs Jave been applicd (o Me interm financinl
remean

3. The anayses of e principal activiics and progsapnicst Iocenans of the operwtions of it Graup during the financisl
pesiod e 43 fol

Opernting prafit

Taranver
Six mnms ended J0th June Slx monihs ended 301 June
200

004 2003
HKS mifven HKS milfion HKS million HKS mittioa
1
Principsl setivities
Sates o electricity ang
1S reated iscome 3303 8,179 3029 3095
Techurnal service foes Y ® 1
Usallosated and othes 1iems - - 2 2
227 $.207 EN AT dis2
nteres' meome 438 388
Fianoct tobs 302 an.
Unsllocated group eapenses (43) T10y
Operaiag profil 3124 1197
Geoprapaical locatians of eperstlons R
: RIS . g . .
: Turaerer .
Six monine ended 30t June
4 00! ‘ 1 .
HKS miliion HKS million ) N
Hong hang 8323 5,200
Rest of €nis, Avscralin and orher focutions < i
‘ 5,201
4. Operausy profit is sbows chugingicred:uog)
Six months eoded 3040 June : -
HKS miflion HKS million
Deprecuiion 95% 1Y)
Nei teazsed 108 uarealised gain oo other vesumests
cumied ot fuir valoe - @
"5 lncomeun
512 movins eded 30ib Jane
2004 200 X
HK} milllen HKS mitlion N : b
Correm Tas
Tbe Coppany and its aubsidiartes — Hang Koag 46) 450
Deterrsd Tox !
The Coupasy aad i sbridaries — Hoog Koty » 462
Ausorih — Over 104 35
153 511
Toal . 615 st '

Hong ¥ang profits tax hes beed provided for at the rafe of 17.3% (200): 17,5%) bused on the estimted ssseqsable
Profiis 123 Ihe period, Overscas 14481icp hay been wpvmea for a the applicable 1ate o0 tbe rstimated disrasable profin.

6 The Sctrme of Corol wamfes i yewr tranifer, The actunl Scheme of Contro! transfers can oaly be
determued in accordance with lhe Schlmt of {nmol 1t (he yeur end.

After e balapse aheet date, (be interim dividend propoted by the Board of Dureeters s a5 follows.
Sta montns tndad 30ch June

Proposet laterim dlvidead of 58 cxats per share

(200: 58 cents per shure)

4 200:
HK$ miilion HK¥ wilboa
238 ril3

8 The calmietion of earniogs per share iy based on the profit anrbutibie 1o shareholders of HX$2.728 million (2003:
HES2.153 million) and 2.134.261.834 shares (2003: 2,134,261,654 ehares} & insue Surng the period.

9. Trade :ad otber Fecelvably

b June
HK3S milllon
Demaot Side Muum:m aceount 45
Dabtor .1ee pots bel 1360
1414

Dedtori ageing tysed as foltows:
Withis | monih L))
T8 S rasm overtur 18
e S s averdua but fess than 12 e overdue ]
Totul uude debeors (see note below) 78
Depostts. prephyments and other receivables 634
1369

3131 Dozembes
HK$ million

45
9%

Blectricary billi
dve upen orese!

+mali intosuritl.

by
ERHRET S 5O 8 FOrCBTES Of 3 10 the 1ospeccive Bills
10, Bunk haisnces and otber liquid tunds

Time ermosns
Cah ut £ank 154 o hend

1L Trede esd other paysbtes

Crediton (1ez pote below)
Currez rortion of deferred crediton

Creditan’ ageing is amalysed at follaws:

Due wicza 1 mooty
Due bes mozts aad 1 month
Dos betvees 3 mosths and 12 moothy

Olver prrables

Purchase, Ssle or Redemption of Shares

od
tion whereas "k warm demisd €0 romers ave H1oWe? 5 £rians DEROY of 16 WorKing ¢4
stomers kir raceived 4fiet the credlt period. The Honghony Electne Company. Limited is

3oty June
2004

AKS millien
193

iz

L2}

|

25
1
27

P-4

J

b
9!

Neither the Compeny nor any of its subsidiaries purchased, sold or redeemed any of the Company’s

issued shares during the period uader revies

Code of Best Prectice

None of the Directors is aware of informstion that wonld rersonably indicate the Company is not, or
was not for uny part of the accounting period covered by this laterim Report, in complisnce with
Appendix 14 of the Rules Governing the Luung of Securities on The Szock Exchange nf Hong Kong

Limited.

As of the doie of this announcemeny, the Company's Board comprises Mr. George C. Magnus, Mr,
Canning Fot Kin-ning. Mr, Tso Kai-sum, Mr. Ronald J. Arculli, Mrs, Susan M.F. Chow. Mr. Andrew
Hunier, Mr. Kam Hing-lom, Mr. Holger Kiuge, Mr. Francis Lee Lan-yee. Mr, Victor Li Tear-kuoi,
Mr. Ralph Stea, Mr. Frank ). Sixt. Mr. Worg Chung-hin and Mr. Ewan Yee Lug-yuen,
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