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2
 The directors are pleased to present their report to the members together with the audited consolidated financialstatements of Hyflux Ltd (the Company) and its subsidiaries (the Group) for the financial year ended 31 December2004 and balance sheet of the Company as at 31 December 2004.
 Directors
 The directors of the Company in office at the date of this report are:
 Lum Ooi LinTeo Kiang KokLee Joo HaiGay Chee CheongS. IswaranChristopher Murugasu (appointed on 1 February 2005)
 Arrangements to enable directors to acquire shares or debentures
 Except for the Hyflux Employees’ Share Option Scheme wherein options are granted to certain directors of theCompany, neither at the end of nor at any time during the financial year was the Company a party to any arrangementwhose object was to enable the directors of the Company to acquire benefits by means of the acquisition ofshares or debentures of the Company or any other body corporate.
 Directors’ interests in shares or debentures
 The following directors, who held office at the end of the financial year, had, according to the register of directors’shareholdings required to be kept under Section 164 of the Singapore Companies Act, Cap. 50, an interest inshares of the Company and related corporations (other than wholly-owned subsidiaries) as stated below:
 Direct interest Deemed interestAs at As at As at As at As at As at
 1.1.2004 31.12.2004 21.1.2005 1.1.2004 31.12.2004 21.1.2005
 The CompanyOrdinary shares of $0.05 each
 Lum Ooi Lin 139,912,587 *135,739,587 135,739,587 – – –Gay Chee Cheong 156,250 300,000 300,000 21,376,250 18,176,250 18,176,250
 * Includes 15,000,000 ordinary shares under nominees.
 By virtue of Section 7 of the Singapore Companies Act, Cap. 50 Ms Lum Ooi Lin is deemed to have an interest inthe shares held by the Company in all its subsidiaries.
 Except as disclosed in this report, no other director who held office at the end of the financial year had an interestin shares or options, warrants or debentures of the Company, or of related corporations, either at the beginning orthe end of the financial year or 21 January 2005.
 Directors’ Report
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3
 Directors’ contractual benefits
 Except as disclosed in the financial statements, since the end of the previous financial year, no director of theCompany has received or become entitled to receive a benefit by reason of a contract made by the Company ora related corporation with the director, or with a firm of which the director is a member, or with a company in whichthe director has a substantial financial interest.
 Options
 The Hyflux Employees’ Share Option Scheme (the Scheme) was approved by the members of the Company at anExtraordinary General Meeting held on 27 September 2001. The Scheme provides an opportunity for employeesof the Company and its subsidiaries, other than substantial shareholders of the Company, to participate in theequity of the Company.
 On 24 November 2004, the members of the Company approved a modification to the Scheme which allowed MsLum Ooi Lin, a substantial shareholder, to participate in the Scheme. Pursuant to the Extraordinary General Meeting,the maximum entitlement of Ms Lum Ooi Lin is 10% of the total number of shares which may be issued by theCompany pursuant to the exercise of options under the Scheme.
 The Scheme is administered by a committee comprising directors, namely Mr Teo Kiang Kok, Mr Lee Joo Hai, MrGay Chee Cheong, Mr Christopher Murugasu and Ms Lum Ooi Lin. Mr Teo Kiang Kok, Mr Lee Joo Hai and Mr GayChee Cheong are not participants of the Scheme. It shall continue to be in force at the discretion of the Committeefor a period of 10 years from 27 September 2001. However, the period may be extended with the approval ofmembers at a general meeting of the Company and of any relevant authorities which may then be required.
 The options granted by the Company to directors holding office at the end of the financial year were as follows:
 Aggregate Aggregateoptions granted options
 Options (including bonus exercised since Aggregategranted issue) since commencement options
 during the commencement of scheme to outstanding as Exercisefinancial of scheme to end end of financial at end of price
 year of financial year year financial year $
 Options to subscribe for ordinaryshares of $0.05 each exercisablebetween the period 15 October2001 to 27 September 2011
 Lum Ooi Lin – 1,250,000 – 1,250,000 1.5296
 Except for the above, no options have been granted to controlling shareholders or directors of the Company ortheir associates and no employee has received 5% or more of the total options available under the Scheme.
 Directors’ Report
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5
 Audit committee
 The audit committee performed the functions specified in the Singapore Companies Act. The functions performedare detailed in the Corporate Governance Statement.
 Auditors
 Ernst & Young have expressed their willingness to accept reappointment as auditors.
 On behalf of the board of directors,
 Lum Ooi LinDirector
 Teo Kiang KokDirector
 Singapore30 March 2005
 Directors’ Report
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6
 Statement by DirectorsPursuant to Section 201(15) of the Companies Act, Cap. 50
 We, Lum Ooi Lin and Teo Kiang Kok, being two of the directors of Hyflux Ltd, do hereby state that, in the opinionof the directors,
 (i) the accompanying balance sheets, consolidated profit and loss account, consolidated statement of changesin equity and consolidated cash flow statement together with notes thereto are drawn up so as to give atrue and fair view of the state of affairs of the Company and of the Group as at 31 December 2004 and ofthe results of the business, changes in equity and cash flows of the Group for the financial year thenended, and
 (ii) at the date of this statement, there are reasonable grounds to believe that the Company will be able to payits debts as and when they fall due.
 On behalf of the board of directors,
 Lum Ooi LinDirector
 Teo Kiang KokDirector
 Singapore30 March 2005
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7
 We have audited the accompanying financial statements of Hyflux Ltd (the “Company”) and its subsidiaries (theGroup) set out on pages 8 to 46 for the year ended 31 December 2004. These financial statements are theresponsibility of the Company’s directors. Our responsibility is to express an opinion on these financial statementsbased on our audit.
 We conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require that weplan and perform the audit to obtain reasonable assurance about whether the financial statements are free ofmaterial misstatement. An audit includes examining, on a test basis, evidence supporting the amounts anddisclosures in the financial statements. An audit also includes assessing the accounting principles used andsignificant estimates made by the directors, as well as evaluating the overall financial statement presentation. Webelieve that our audit provides a reasonable basis for our opinion.
 In our opinion,
 (a) the consolidated financial statements of the Group and the balance sheet of the Company are properlydrawn up in accordance with the provisions of the Singapore Companies Act, Cap. 50 (the “Act”) andSingapore Financial Reporting Standards so as to give a true and fair view of the state of affairs of theGroup and of the Company as at 31 December 2004 and the results, changes in equity and cash flows ofthe Group for the financial year ended on that date; and
 (b) the accounting and other records required by the Act to be kept by the Company and by those subsidiariesincorporated in Singapore of which we are the auditors have been properly kept in accordance with theprovisions of the Act.
 ERNST & YOUNGCertified Public Accountants
 Singapore30 March 2005
 Auditors’ Reportto the Members of Hyflux Ltd
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8
 Balance Sheetsas at 31 December 2004
 Note Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Non-current assetsProperty, plant and equipment 3 129,049 25,191 1,583 1,110Investment in subsidiaries 4 – – 26,099 7,269Investment in associate 5 – 185 – –Long-term investments 6 3,531 3,432 – –Intangible assets 7 14,543 9,117 1,909 99Other receivables 8 – 166 34,447 40,055
 Total non-current assets 147,123 38,091 64,038 48,533
 Current assetsCash and bank balances 5,212 5,389 134 248Fixed deposits 9 56,069 26,505 156 10,633Notes receivable 10 682 – – –Inventories 11 5,147 7,982 1,770 1,077Contracts work-in-progress 12 34,414 15,759 – –Trade receivables 13 32,144 19,517 13,328 13,307Other receivables, deposits and prepayments 14 22,244 2,611 403 63Due from subsidiaries (trade) – – 13,520 10,215Short-term investment 2,013 – – –
 Total current assets 157,925 77,763 29,311 35,543
 Current liabilitiesTrade payables 34,657 20,121 2,042 1,504Other payables and accruals 15 9,180 1,596 860 301Provision for income tax 1,517 595 – –Provision for warranty 16 50 50 – –Hire purchase obligations, current 17 – 32 – –Finance lease obligations, current 18 – 14 – –Short-term loans 19 2,405 2,291 – –Long-term loans, current 19 1,538 1,579 1,538 1,579
 Total current liabilities 49,347 26,278 4,440 3,384
 Net current assets 108,578 51,485 24,871 32,159
 ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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9
 The accounting policies and explanatory notes on pages 14 to 46 form an integral part of the financial statements.
 Balance Sheetsas at 31 December 2004
 Note Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Non-current liabilitiesFinance lease obligations, non-current 18 – 48 – –Deferred tax liabilities 30 288 271 – –Long-term loans, non-current 19 139,391 2,723 385 2,307
 Total non-current liabilities 139,679 3,042 385 2,307
 Net assets 116,022 86,534 88,524 78,385
 Share capital and reservesShare capital 20 15,784 15,624 15,784 15,624Share premium 21 33,626 31,606 33,626 31,606Capital reserve 22 834 – – –Translation reserve (1,527) (667) – –Revenue reserve 23 63,930 38,916 39,114 31,155
 Shareholders’ equity 112,647 85,479 88,524 78,385
 Minority interests 3,375 1,055 – –
 Total capital and reserves 116,022 86,534 88,524 78,385
 ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Page 11
						

10
 Consolidated Profit and Loss Accountfor the year ended 31 December 2004
 The accounting policies and explanatory notes on pages 14 to 46 form an integral part of the financial statements.
 2004 2003Note $’000 $’000
 Revenue 88,655 81,172
 Other operating income 24 575 758Raw materials and consumables used (35,917) (36,679)Personnel expenses 25 (9,302) (7,283)Development costs 26 – (568)Depreciation and amortisation (3,533) (2,164)Other operating expenses (10,611) (15,068)
 Profit from operations 27 29,867 20,168Financial expenses 29 (710) (341)Financial income 30 350 183
 Profit before share of results of associate 29,507 20,010Share of results of associate – (69)
 Profit before taxation and minority interests 29,507 19,941Taxation 31 (968) (677)
 Profit after taxation and before minority interests 28,539 19,264Minority interests (1,772) 246
 Net profit for the year 26,767 19,510
 Earnings per share (cents) 32- Basic 8.53 6.27- Fully diluted 8.39 6.17
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
 ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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11
 Consolidated Statement of Changes in Equityfor the year ended 31 December 2004
 Share Share Capital Translation Revenuecapital premium reserve reserve reserve Total
 $’000 $’000 $’000 $’000 $’000 $’000
 Balance at 1 January 2003 11,809 22,378 – (647) 20,375 53,915Issue of shares for cash 691 12,358 – – – 13,049Expenses in connection with issuance of shares – (6) – – – (6)Bonus issue of 1 ordinary share for every 4 existing ordinary shares of $0.05 each 3,124 (3,124) – – – –Foreign currency translation differences – – – (20) – (20)Net profit for the year – – – – 19,510 19,510Dividend (Note 33) – – – – (969) (969)
 Balance at 31 December 2003 15,624 31,606 – (667) 38,916 85,479Issue of shares for cash 160 2,020 – – – 2,180Capital reserve arising on consolidation – – 834 – – 834Foreign currency translation differences – – – (860) – (860)Net profit for the year – – – – 26,767 26,767Dividend (Note 33) – – – – (1,753) (1,753)
 Balance at 31 December 2004 15,784 33,626 834 (1,527) 63,930 112,647
 The accounting policies and explanatory notes on pages 14 to 46 form an integral part of the financial statements.
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12
 Consolidated Statement of Cash Flowsfor the year ended 31 December 2004
 2004 2003$’000 $’000
 Cash flows from operating activitiesProfit before taxation 29,507 19,941Adjustments: Share of results of associate – 69 Loss on disposal of associate 119 – Amortisation of intangible assets, net 1,020 465 Provision for doubtful trade debts 1,769 1,079 Bad trade debts written off 6 10 (Write back)/provision for obsolete inventories (48) 111 Depreciation of property, plant and equipment 2,512 1,699 (Gain)/loss on disposal of property, plant and equipment (103) 12 Interest expense 710 341 Interest income (350) (183) Government grants (113) (7)
 Operating profit before working capital changes 35,029 23,537 Inventories 2,883 (2,690) Work-in-progress (18,655) 436 Trade receivables (14,401) (7,792) Other receivables, deposits and prepayments (19,633) (699) Trade payables 14,536 15,051 Other payables and accruals 7,917 (336) Notes receivable (682) –
 Cash generated from operations 6,994 27,507Interest paid (710) (341)Income taxes paid (27) (690)
 Net cash flows generated from operating activities 6,257 26,476
 Cash flows from investing activitiesAcquisition of intangible assets (6,492) (7,269)Purchase of property, plant and equipment (106,707) (13,945)Long-term investment (99) (1,697)Proceeds from disposal of property, plant and equipment 165 63Interest received 350 183Government grants received 113 7Short-term investments (2,013) –
 Net cash flows used in investing activities (114,683) (22,658)
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13
 The accounting policies and explanatory notes on pages 14 to 46 form an integral part of the financial statements.
 Consolidated Statement of Cash Flowsfor the year ended 31 December 2004
 2004 2003$’000 $’000
 Cash flows from financing activitiesProceeds from issue of new shares 2,180 13,049Expenses on issue of shares – (6)Proceeds from/(payment of) long-term loans, net 136,625 (1,588)Proceeds from short-term loan 114 605Payment of hire purchase obligations (32) (88)Payment of finance lease obligations (62) (15)Payment of dividends (1,753) (969)Minority interest’s contribution 1,432 –
 Net cash flows generated from financing activities 138,504 10,988
 Net increase in cash and cash equivalents 30,078 14,806Cash and cash equivalents at beginning of year 31,894 17,108Effect of exchange rate changes (691) (20)
 Cash and cash equivalents at end of year (Note A) 61,281 31,894
 A. Cash and cash equivalents
 2004 2003$’000 $’000
 Cash and bank balances 5,212 5,389Fixed deposits 56,069 26,505
 61,281 31,894
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 1. Corporate information
 Hyflux Ltd is a public limited liability company domiciled and incorporated in Singapore. The registeredoffice of the Company is located at Hyflux Building, 202 Kallang Bahru, Singapore 339339.
 The principal activities of the Company are those of an investment holding company and the manufacturingof membrane systems. The principal activities of the subsidiaries are shown in Note 4 to the financialstatements.
 The Company and the Group employed Nil and 518 employees (2003: Nil and 495) as at 31 December2004, respectively. A subsidiary, Hydrochem (S) Pte Ltd, provides operational and corporate support tothe Company.
 2. Significant accounting policies
 (a) Basis of preparation
 The financial statements have been prepared in accordance with Singapore Financial ReportingStandards (FRS) as required by the Singapore Companies Act, Cap. 50.
 The financial statements have been prepared on a historical cost basis.
 The accounting policies applied by the Company are consistent with those used in the previousfinancial year.
 The financial statements are presented in Singapore Dollars (SGD or $).
 (b) Principles of consolidation
 The consolidated financial statements comprise the financial statements of the Company and itssubsidiaries, after the elimination of all material intragroup transactions and resulting unrealisedprofits. Unrealised losses resulting from intragroup transactions are also eliminated unless costscannot be recovered.
 Subsidiaries are consolidated from the date on which control is transferred to the Group andcease to be consolidated from the date on which the Group cease to have control of the subsidiaries.Acquisitions of subsidiaries are accounted for using the purchase method of accounting.
 The consolidated financial statements are prepared using uniform accounting policies for liketransactions and other events in similar circumstances.
 (c) Subsidiaries
 A subsidiary is a company in which the Group, directly or indirectly, holds more than 50% of theissued share capital, or controls more than half of the voting power, or controls the composition ofthe board of directors.
 In the Company’s separate financial statements, investments in subsidiaries are accounted for atcost less impairment losses.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (d) Associates
 An associate is an entity, not being a subsidiary, in which the Group has a long-term interest of notless than 20% nor more than 50% of the equity and in whose financial and operating policydecisions the Group exercises significant influence.
 The Group’s investments in associates are accounted for using the equity method. The Group’sinvestments in associates include goodwill (net of accumulated amortisation) on acquisition, whichis treated in accordance with the accounting policy for goodwill stated in Note 2(g) below.
 The most recent available audited financial statements of the associates are used by the Group inapplying the equity method. In the Company’s separate financial statements, investments inassociates are accounted for at cost less impairment losses.
 (e) Long-term investments
 Investments held for long-term purposes are stated at cost. Provision for impairment for long-terminvestments is made when there is a decline, other than temporary, in value of the investments.
 (f) Property, plant and equipment
 Property, plant and equipment are stated at cost less accumulated depreciation and any impairmentin value.
 The cost of property, plant and equipment comprises its purchase price, including import dutiesand non-refundable purchase taxes and any directly attributable costs of bringing the asset to itsworking condition and location for its intended use, any trade discounts and rebates are deductedin arriving at the purchase price. Expenditure incurred after the property, plant and equipmenthave been put into operation, such as repairs and maintenance and overhaul costs, is normallycharged to the profit and loss account in the period in which the costs are incurred. In situationswhere it can be clearly demonstrated that the expenditure has resulted in an increase in the futureeconomic benefits expected to be obtained from the use of an item of property, plant and equipmentbeyond its originally assessed standard of performance, the expenditure is capitalised as anadditional cost of property, plant and equipment.
 Depreciation is computed on a straight-line basis over the estimated useful life of the asset asfollows:
 Plant and machinery 4 - 5 yearsMotor vehicles 4 - 5 yearsComputers 1 - 4 yearsOffice equipment 4 - 5 yearsLeasehold properties and improvements over the lease periodFurniture and fittings 4 - 10 yearsRenovation 4 - 5 years
 Construction-in-progress represents buildings and plants under construction and is stated at cost.This includes cost of construction, plant and equipment and other direct costs. Construction-in-progress is not depreciated until such time as the relevant assets are completed and put intooperational use.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (f) Property, plant and equipment (cont’d)
 The useful life and depreciation method are reviewed annually to ensure that the method andperiod of depreciation are consistent with the expected pattern of economic benefits from items ofproperty, plant and equipment.
 (g) Intangible assets
 (i) Goodwill
 Goodwill represents the excess of the cost of the acquisition over the fair value of identifiable netassets acquired. Goodwill is stated at cost less accumulated amortisation and any impairmentlosses. Goodwill is amortised on a straight-line basis over the period of expected benefits notexceeding 5 years.
 (ii) Intellectual property rights
 The initial cost of acquiring intellectual property rights is capitalised and amortised on a straight-linebasis over the period of their expected benefits, which normally does not exceed 5 years.
 (iii) Research and development expenditure
 Research and development costs are charged against income in the period incurred except fordevelopment costs that are expected to have future benefits. Development costs that have beencapitalised are amortised on a straight-line basis over the period of their expected benefits, whichnormally does not exceed 10 years.
 (iv) Licensing fees
 The initial cost of acquiring licenses is capitalised and amortised on a straight-line basis over theperiod of the licensing agreement.
 (h) Inventories
 Inventories are valued at the lower of cost and net realisable value.
 Costs incurred in bringing each product to its present location and condition are accounted for asfollows:
 • Raw materials - purchase cost on a weighted average cost basis;• Finished goods and work-in-progress - cost of direct materials and labour and a proportion
 of manufacturing overheads based on normal operating capacity.
 Net realisable value is the estimated selling price in the ordinary course of business, less estimatedcosts of completion and the estimated costs necessary to make the sale.
 Provision is made for deteriorated, damaged, obsolete and slow-moving inventories.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (i) Construction contracts
 Contract revenue and contract costs are recognised as revenue and expenses, respectively, byreference to the stage of completion of the contract activity at the balance sheet date, when theoutcome of a construction contract can be estimated reliably. An expected loss on the constructioncontract is recognised as an expense immediately when it is probable that total contract costs willexceed total contract revenue.
 (j) Trade and other receivables
 Trade and other receivables which generally have 30 - 90 day terms, are recognised and carriedat original invoice amount less impairment losses on any uncollectible amounts.
 Receivables from related parties are recognised and carried at cost less impairment losses on anyuncollectible amounts.
 (k) Notes receivables
 Notes receivables are recognised at cost.
 (l) Cash and cash equivalents
 Cash and cash equivalents comprise cash on hand and at bank, demand deposits and short-term, highly liquid investments readily convertible to known amounts of cash and subject to aninsignificant risk of change in value.
 (m) Impairment of assets
 Assets are reviewed for impairment whenever events or changes in circumstances indicate that thecarrying amount of an asset may not be recoverable. Whenever the carrying amount of an assetexceeds its recoverable amount, an impairment loss is recognised in the profit and loss account.
 Reversal of impairment losses recognised in prior years is recorded when there is an indicationthat the impairment losses recognised for the asset no longer exist or have decreased. Thereversal is recorded in income. However, the increased carrying amount of an asset due to areversal of an impairment loss is recognised to the extent it does not exceed the carrying amountthat would have been determined (net of amortisation or depreciation) had no impairment lossbeen recognised for that asset in prior years.
 (n) Trade and other payables
 Liabilities for trade and other amounts payable, which are normally settled on 30 - 90 day terms,are carried at cost.
 Payables to related parties are carried at cost.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (o) Provision
 Provisions are recognised when the Group has a present obligation (legal or constructive) as aresult of a past event, it is probable that an outflow of resources embodying economic benefits willbe required to settle the obligation and a reliable estimate can be made of the amount of theobligation. Provisions are reviewed at each balance sheet date and adjusted to reflect the currentbest estimate.
 A provision for warranty is recognised for all products under warranty at the balance sheet datebased on experience of the level of repairs and returns.
 (p) Leases
 Operating lease
 Leases where the lessor effectively retains substantially all the risks and rewards of ownership ofthe leased item are classified as operating leases. Operating lease payments are recognised asan expense in the profit and loss account on a straight-line basis over the lease term.
 The aggregate benefit of incentives provided by the lessor is recognised as a reduction of rentalexpense over the lease term on a straight-line basis.
 (q) Loans and borrowings
 Borrowing costs are generally expensed as incurred. Borrowing costs are capitalised if they aredirectly attributable to the acquisition, construction or production of a qualifying asset. Capitalisationof borrowing costs commences when the activities to prepare the asset for its intended use orsale are in progress and the expenditure and borrowing costs are being incurred. Borrowing costsare capitalised until the assets are ready for their intended use. If the resulting carrying amount ofthe asset exceeds its recoverable amount, an impairment loss is recorded.
 (r) Revenue
 Revenue is recognised to the extent that it is probable that the economic benefits will flow to theGroup and the revenue can be reliably measured. The following specific recognition criteria mustalso be met before revenue is recognised:
 (i) Project and contract income
 When the outcome of a contract can be reliably measured
 - revenue is recognised using the percentage-of-completion method, measured by thecontract value of work performed to date (based on project milestones) to estimated totalcontract value.
 When the outcome of a contract cannot be reliably measured
 - revenue is recognised only to the extent of contract costs incurred that is probable to berecoverable.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (r) Revenue (cont’d)
 (ii) Sale of goods
 Revenue is recognised upon the transfer of significant risk and rewards of ownership of the goodsto the customer which generally coincides with delivery and acceptance of the goods sold.
 (iii) Interest
 Interest income is recognised on a time proportion basis (taking into account the effective yield onthe asset) unless collectibility is in doubt.
 (iv) Dividends
 Dividend income is recognised when the shareholder’s rights to receive payment is established.
 (s) Government grants
 Government grants are recognised at their fair value where there is reasonable assurance that thegrant will be received and all attaching conditions will be complied with. When the grant relates toan expense item, it is recognised in the profit and loss account over the periods necessary tomatch them on a systematic basis, to the costs, which it is intended to compensate. Where thegrant relates to an asset, the fair value is credited to a deferred income account and is released tothe profit and loss account over the expected useful life of the relevant asset by equal annualinstalments.
 (t) Employee benefits
 (i) Defined contribution plan
 The Group participates in the national pension schemes as defined by the laws of the countries inwhich it has operations. In particular, the Singapore companies in the Group make contributionsto the Central Provident Fund in Singapore, a defined contribution pension scheme. Contributionsto national pension schemes are recognised as an expense in the period in which the relatedservice is performed.
 (ii) Employee leave entitlement
 Employee entitlements to annual leave are recognised when they accrue to employees. A provisionis made for the estimated liability for leave as a result of services rendered by employees up tobalance sheet date.
 (iii) Equity compensation benefits
 The Company has an employee share option scheme where certain directors and employees aregranted non-transferable options to purchase the Company’s shares. No compensation cost isrecognised upon granting or the exercise of the options. When the options are exercised, theproceeds received net of any transaction costs are credited to share capital and share premiumaccordingly.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (u) Income taxes
 Deferred income tax is provided, using the liability method, on all temporary differences at thebalance sheet date between the tax bases of assets and liabilities and their carrying amounts forfinancial reporting purposes. Deferred tax assets and liabilities are measured using the tax ratesexpected to apply to taxable income in the years in which those temporary differences are expectedto be recovered or settled based on tax rates enacted or substantively enacted at the balancesheet date.
 Deferred tax liabilities are recognised for all taxable temporary differences associated with investmentsin subsidiaries, associates and joint ventures, except where the timing of the reversal of the temporarydifferences can be controlled by the Group and it is probable that the temporary differences willnot reverse in the foreseeable future.
 Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unusedtax losses and unabsorbed capital allowances, to the extent that it is probable that taxable profitwill be available against which the deductible temporary differences, carry-forward of unused taxlosses and unused tax credits can be utilised.
 At each balance sheet date, the Group re-assesses unrecognised deferred tax assets and thecarrying amount of deferred tax assets. The Group recognises a previously unrecognised deferredtax asset to the extent that it has become probable that future taxable profit will allow the deferredtax asset to be recovered. The Group conversely reduces the carrying amount of a deferred taxasset to the extent that it is no longer probable that sufficient taxable profit will be available to allowthe benefit of part or all of the deferred tax asset to be utilised.
 (v) Foreign currencies
 Transactions in foreign currencies are measured in SGD and recorded at exchange ratesapproximating those ruling at the transaction dates. Foreign currency monetary assets and liabilitiesare measured using the exchange rates ruling at balance sheet date. Non-monetary assets andliabilities are measured using the exchange rates ruling at the transaction dates. All resultant exchangedifferences are recognised in the profit and loss account.
 Assets and liabilities of foreign entities are translated into SGD equivalents at exchange rates rulingat balance sheet date. Revenue and expenses are translated at average exchange rates for thefinancial year, which approximates the exchange rates at the dates of the transactions. All resultantexchange differences are taken directly to equity. On disposal of a foreign entity, accumulatedexchange differences are recognised in the profit and loss account as a component of the gain orloss on disposal.
 Goodwill and fair value adjustments arising on the acquisition of foreign entities are treated asassets and liabilities of the acquiring entity and are recorded at the exchange rate at the date oftransaction.
 Notes to the Financial Statements31 December 2004
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 2. Significant accounting policies (cont’d)
 (w) Financial instruments
 Financial assets and financial liabilities carried on the balance sheet include cash and cashequivalents, trade and other accounts receivable and payable, loans and borrowings. Theaccounting policies on recognition and measurement of these items are disclosed in the respectiveaccounting policies found in this Note.
 (x) Segments
 For management purposes, the Group is organised into 2 major geographical segments. Thedivisions are the basis on which the Group reports its primary segment information.
 Segment revenue, expenses and results include transfers between geographical segments andbetween business segments. Such transfers are accounted for on an arm’s length basis. Capitalexpenditure relates to additions of property, plant and equipment during the financial year.
 Notes to the Financial Statements31 December 2004
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 Notes to the Financial Statements31 December 2004
 3. Property, plant and equipment (cont’d)
 Plant and Construction-Company machinery Motor vehicle Computers in-progress Total
 $’000 $’000 $’000 $’000 $’000
 Cost At 1.1.2004 1,410 150 232 – 1,792 Additions 431 – 444 113 988
 At 31.12.2004 1,841 150 676 113 2,780
 Accumulated depreciation At 1.1.2004 587 95 – – 682 Charge for the year 316 30 169 – 515
 At 31.12.2004 903 125 169 – 1,197
 Charge for 2003 275 30 – – 305
 Net book value At 31.12.2004 938 25 507 113 1,583
 At 31.12.2003 823 55 232 – 1,110
 The Group had motor vehicles and office equipment under hire purchase and finance leases with net bookvalues of approximately $Nil and $Nil (2003: $42,000 and $59,000) respectively.
 4. Investment in subsidiaries
 Company2004 2003$’000 $’000
 Unquoted equity shares, at cost 26,099 7,269
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 Notes to the Financial Statements31 December 2004
 4. Investment in subsidiaries (cont’d)
 Details of the subsidiaries are as follows:
 Country ofincorporation Effective equityand place of interest held Cost of investment
 Name of company Principle activities business by the Group by the Company2004 2003 2004 2003
 % % $’000 $’000
 Held by the CompanyHydrochem (S) Pte Ltd Manufacturing and processing Singapore 100 100 20,000 1,800
 of water treatment equipment.Provision of turnkey engineeringservices and installation ofindustrial equipment.
 Hydrochem Engineering Provision of consultancy and Singapore 100 100 2,280 2,280(S) Pte Ltd design services in the installation
 of industrial equipment and in theapplication of chemicals forindustrial use. Wholesale ofchemical and fabricated parts.
 Hyflux Engineering Operation of water and liquid Singapore 100 100 * *Pte Ltd treatment plants and sale of
 treated water.
 Hyflux International Ltd (1) Investment holding, selling, British Virgin 100 100 * *distribution, import and export Islandsof products and componentsystems in liquid treatment.Provision of engineering expertise,maintenance services and technicalknow-how.
 Hangzhou Zheda Hyflux Production of materials, machinery People’s 55 55 2,989 2,989Hualu Membrane and equipment for membrane Republic ofTechnology Co., Ltd (2) separation. China
 Hyflux Aquosus Manufacturing and licensing Singapore 75 75 200 200(Singapore) Pte Ltd of technology with respect to
 potable water making devices,systems, plants and processequipment.
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 Notes to the Financial Statements31 December 2004
 4. Investment in subsidiaries (cont’d)
 Country ofincorporation Effective equityand place of interest held Cost of investment
 Name of company Principle activities business by the Group by the Company2004 2003 2004 2003
 % % $’000 $’000
 Held by the Company (cont’d)Singspring Pte Ltd Development and operation Singapore 100 100 * *
 of seawater desalinationplant and sale of treated water.
 Hyflux Filtech Investment holding. Singapore 71 – 630 –(Singapore) Pte Ltd
 Hyflux Filtration (S) Provision of consultancy and Singapore 100 – * –Pte Ltd design services, maintenance
 and management of watertreatment services, system anddesalination plant.
 Nanomax Pte Ltd Dormant Singapore 100 – –* –
 Hyflux Lifestyle Dormant Singapore 100 – –* –Products (S) Pte Ltd
 Hyflux Utility Ltd (1) Dormant British Virgin 100 – –* –Islands
 Spring Utility Ltd (1) Dormant British Virgin 100 – –* _Islands
 Hyflux Natural Dormant British Virgin 100 – –* –Resources Ltd (1) Islands
 Hyflux Advanced Dormant British Virgin 100 – –* –Technology Ltd (1) Islands
 26,099 7,269
 Held by subsidiariesHydrochem Engineering Development, manufacture People’s 100 100 – –(Shanghai) Co., Ltd (3) and sale of manufactured Republic of
 equipment and parts for Chinamembrane filtration technology.Provision of technical andconsultancy services, installationand commissioning of liquidseparation and treatment systems.
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 Notes to the Financial Statements31 December 2004
 4. Investment in subsidiaries (cont’d)
 Country ofincorporation Effective equityand place of interest held Cost of investment
 Name of company Principle activities business by the Group by the Company2004 2003 2004 2003
 % % $’000 $’000
 Held by subsidiaries (cont’d)Ningbo Hualu Development and manufacture People’s 41 41 – –Membrane Technology of equipment and parts for Republic ofCo., Ltd (2) membrane filtration technology. China
 Hyflux Aquosus Manufacturing of and licensing People’s 75 75 – –Shanghai Co., Ltd (3) of technology with respect to Republic of
 potable water making devices, Chinasystems, plants and processequipment.
 Hyflux Filtech Shanghai Development, manufacture People’s 71 – – –Co., Ltd (3) and sale of manufactured Republic of
 equipment and parts for Chinamembrane filtration technology.Provision of technical andconsultancy services, installationand commissioning of liquidseparation and treatment systems.
 Hyflux (Middle East) Dormant United Arab 100 – – –FZCO (4) Emirates
 * Denotes amounts less than $1,000.(1) Not required to be audited by the law of the country of incorporation.(2) Audited by Zhejiang Tianping Certified Public Accountants Co., Ltd., PRC..(3) Audited by Shu Lun Pan Certified Public Accountants Co., Ltd., PRC.(4) Incorporated during the year.
 The subsidiaries incorporated in Singapore are audited by Ernst & Young, Singapore except for NanomaxPte Ltd and Hyflux Lifestyle Products (S) Pte Ltd which was incorporated during the financial year.
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 Notes to the Financial Statements31 December 2004
 5. Investment in associate
 Group2004 2003$’000 $’000
 Unquoted equity shares, at cost – 334Share of post acquisition reserves – (147)Translation difference – (2)
 – 185
 Details of the associate are as follows:
 Country ofincorporation Effective equityand place of interest held
 Name of company Principle activities business by the Group2004 2003
 % %
 Held by a subsidiaryNew Spring (Huludao) Manufacture and sale of equipment People’s 49 –Co Ltd and parts for membrane filtration Republic of
 technology. China
 Xiamen Zheda Huatong Development, manufacture of equipment People’s – 30Membrane Technology and parts primarily for membrane filtration Republic ofCo., Ltd technology, sale of manufactured China
 equipment and ancillary parts, provision ofinstallation and commissioning of relevantprojects and provision of technical servicesand consultation.
 6. Long-term investments
 Group2004 2003$’000 $’000
 Unquoted equity shares, at cost 3,531 3,432
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 7. Intangible assets
 Goodwill on Intellectual Development LicensingGroup consolidation property rights costs fees Total
 $’000 $’000 $’000 $’000 $’000
 Cost At 1.1.2004 1,430 839 7,308 1,592 11,169 Additions – 1,582 3,997 913 6,492 Disposal (284) – – – (284) Translation difference – 30 41 22 93
 At 31.12.2004 1,146 2,451 11,346 2,527 17,470
 Accumulated amortisation At 1.1.2004 814 536 308 394 2,052 Charge for the year 280 17 429 294 1,020 Translation difference – (2) (1) (1) (4) Disposal (141) – – – (141)
 At 31.12.2004 953 551 736 687 2,927
 Amortisation for 2003 322 (165) 100 208 465
 Net book value At 31.12.2004 193 1,900 10,610 1,840 14,543
 At 31.12.2003 616 303 7,000 1,198 9,117
 Company
 Cost At 1.1.2004 – 84 15 – 99 Additions – 1,582 241 – 1,823
 At 31.12.2004 – 1,666 256 – 1,922
 Accumulated amortisation Charge for the year – 8 5 – 13
 Net book value At 31.12.2004 – 1,658 251 – 1,909
 At 31.12.2003 – 84 15 – 99
 Notes to the Financial Statements31 December 2004
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 Notes to the Financial Statements31 December 2004
 8. Other receivables
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Due from subsidiaries (non-trade) – – 34,447 40,055Due from associate (non-trade) – 166 – –
 – 166 34,447 40,055
 The amounts due from subsidiaries and associate are unsecured, interest-free and are not expected to berepaid within the next 12 months.
 9. Fixed deposits
 These fixed deposits bear interest at rates ranging from 1.00% to 4.75% (2003: 0.25% to 2.50%) perannum with maturities within the next 12 months.
 10. Notes receivable
 Notes receivable which are interest-free relate to bank documents secured from customers for settlementof payment within the next 6 months.
 11. Inventories
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 At costRaw materials- at cost 3,849 5,736 – –- at net realisable value 396 111 941 318Work-in-progress 303 1,408 201 –Finished goods 792 838 628 759Goods-in-transit 134 – – –
 5,474 8,093 1,770 1,077
 Inventories are stated after deducting provision for obsolescence (327) (111) – –
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 Notes to the Financial Statements31 December 2004
 12. Contracts work-in-progress
 Group2004 2003$’000 $’000
 Contract costs and attributable profits 34,414 15,759Progress billings – –
 Amounts due from customers for contracts work-in-progress 34,414 15,759
 13. Trade receivables
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Trade receivables 35,476 22,042 13,328 13,307Provision for doubtful debts (3,332) (2,525) – –
 32,144 19,517 13,328 13,307
 Bad debts written off directly to profit and loss account 6 10 – –
 14. Other receivables, deposits and prepayments
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Deposits 5,070 168 – –Prepayments 3,514 248 80 51Other receivables 5,741 2,195 249 12Tax recoverable 3,011 – 74 –Loan to investee company 4,908 – – –
 22,244 2,611 403 63
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 Notes to the Financial Statements31 December 2004
 15. Other payables and accruals
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Other payables 5,134 667 427 58Accrued operating expenses 2,806 595 433 243Advance payments from customers 1,240 – – –Deferred revenue – 334 – –
 9,180 1,596 860 301
 16. Provision for warranty
 Group2004 2003$’000 $’000
 At beginning and end of year 50 50
 17. Hire purchase obligations
 In the previous financial year, hire purchase terms range from 5 to 7 years. Hire purchase terms did notcontain restrictions concerning dividends, additional debt or further hire purchase. The effective interestrate for 2003 was 5.19% per annum.
 GroupMinimum lease Present value
 2003 payments Interest of payments$’000 $’000 $’000
 Repayable within one year 36 (4) 32
 18. Finance lease obligations
 GroupMinimum lease Present value
 2003 payments Interest of payments$’000 $’000 $’000
 Repayable after one year but not more than five years 50 (2) 48Repayable within one year 15 (1) 14
 65 (3) 62
 In the previous financial year, lease terms were for 5 years with options to purchase at the end of the leaseterms. Lease terms did not contain restrictions concerning dividends, additional debt or further leasing.The effective interest rate for 2003 was 7.86% per annum.
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 Notes to the Financial Statements31 December 2004
 19. Short-term loans/long-term loans
 (a) The short-term bank loans are unsecured and bear interest at 4.54% to 4.70% (2003: 5.04% to5.42%) per annum. The loans are guaranteed by the Company.
 (b) Long-term bank loans
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Repayable within one year 1,538 1,579 1,538 1,579Repayable after one year but not more than five years 139,391 2,723 385 2,307
 140,929 4,302 1,923 3,886
 Long-term loan of $139,006,000 bears interest ranging from 1.73% to 2.47% per annum and is securedon the construction-in-progress of the desalination plant in Tuas. The settlement of the loan will commenceupon commercialisation of the project, with a repayment period of 16 years, after the project commercialoperation date. Approximately 75% of the variable interest rate is hedged using an interest rate swap.
 The remaining long-term bank loans are unsecured. Long-term bank loans of $2,350,000 (2003:$3,846,000) with interest charges at rates of between 2.24% and 2.94% (2003: 2.66% and 4.50%) perannum is hedged using an interest rate swap. The last instalment of the loan is repayable on January2006.
 In the previous financial year, the remaining bank loans bear interest at 5.49% per annum.
 20. Share capital
 Group and Company2004 2003$’000 $’000
 Authorised:- 1,000,000,000 ordinary shares of $0.05 each 50,000 50,000
 Issued and fully paidAt beginning of year- 312,489,740 (2003: 236,198,492) ordinary shares of $0.05 each 15,624 11,809Issued during the year- 3,196,875 (2003: 76,291,248) ordinary shares of $0.05 each 160 3,815
 At end of year- 315,686,615 (2003: 312,489,740) ordinary shares of $0.05 each 15,784 15,624
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 20. Share capital (cont’d)
 During the financial year, the Company increased its issued and paid up capital via the issue of 3,196,875ordinary shares of $0.05 each at $0.69 per share for cash pursuant to the exercise of options under theHyflux Employees’ Share Option Scheme.
 All new shares issued rank pari passu in all respects with the existing ordinary shares of the Company.
 The Hyflux Employees’ Share Option Scheme (the Scheme) was approved by the members of the Companyat an Extraordinary General Meeting held on 27 September 2001. The Scheme provides an opportunityfor employees of the Company and its subsidiaries, other than substantial shareholders of the Company,to participate in the equity of the Company.
 On 24 November 2003, the members of the Company approved a modification to the Scheme whichallowed Ms Lum Ooi Lin, a substantial shareholder, to participate in the Scheme. Pursuant to the ExtraordinaryGeneral Meeting, the maximum entitlement of Ms Lum Ooi Lin is 10% of the total number of shares whichmay be issued by the Company pursuant to the exercise of options under the Scheme.
 The Scheme is administered by a committee comprising directors, namely Mr Teo Kiang Kok, Mr Lee JooHai, Mr Gay Chee Cheong, Mr Christopher Murugasu and Ms Lum Ooi Lin. Mr Teo Kiang Kok, Mr Lee JooHai and Mr Gay Chee Cheong are not participants of the Scheme. It shall continue to be in force at thediscretion of the Committee for a period of 10 years from 27 September 2001. However, the period maybe extended with the approval of members at a general meeting of the Company and of any relevantauthorities which may then be required.
 Notes to the Financial Statements31 December 2004
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 Notes to the Financial Statements31 December 2004
 21. Share premium
 The share premium account may be applied only for the purposes specified in the Companies Act. Thebalance is not available for distribution of dividends except in the form of shares.
 22. Capital reserve
 This represents a capital gain of the Group wherein the Group’s portion of contribution of share capital fora subsidiary was paid on behalf by a minority interest.
 23. Revenue reserve
 Group2004 2003$’000 $’000
 Retained by:- Company 39,114 31,155- subsidiaries 24,816 7,908- associate – (147)
 63,930 38,916
 24. Other operating income
 Bad trade debts recovered 204 207Sundry income 371 551
 575 758
 25. Personnel expenses
 Wages, salaries and bonuses 6,931 5,715Pension contributions 1,063 625Other personnel expenses 1,308 943
 9,302 7,283
 Directors’ remuneration is disclosed in Notes 28 and 35.
 26. Development costs
 Material costs – 575Less: Government grants received – (7)
 – 568
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 Notes to the Financial Statements31 December 2004
 27. Profit from operations
 This is determined after charging the following:
 Group2004 2003$’000 $’000
 Auditors’ remuneration- auditors of the Company 95 83- other auditors 27 20Non-audit fees- auditors of the Company 97 53Provision for doubtful trade debts 1,769 1,079
 28. Directors’ remuneration
 Number of directors of the Company in remuneration bands is as follows:
 $500,000 and above – –$250,000 to below $500,000 1 2Below $250,000 4 5
 5 7
 29. Financial expenses
 Interest expense- bank overdrafts 7 31- finance lease 22 1- hire purchase 13 10- bank term loans 668 299
 710 341
 30. Financial income
 Interest income- bank deposits 28 2- fixed deposits 305 181- short-term bonds 17 –
 350 183
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 Notes to the Financial Statements31 December 2004
 31. Taxation/deferred tax liabilities
 Major components of income tax expense for the financial year ended 31 December were:Group
 2004 2003$’000 $’000
 Current tax- current year 968 677
 The reconciliation of the taxation and the product of accountingprofit multiplied by the applicable tax rate is as follows:
 Accounting profit 29,507 19,941
 Tax at the applicable rate of 20% (2003: 22%) 5,901 4,387Tax effect of:- expenses not deductible for tax purposes 850 295- income not subject to tax (5,448) (3,931)- different tax rates in other countries (335) (74)
 Taxation 968 677
 As at 31 December 2004, the Group has unutilised tax losses and capital allowances of approximately$2,618,000 (2003: $744,000) and $685,000 (2003: $215,000) respectively which can, subject to theprovisions of relevant local tax legislations and subject to the agreement with the relevant tax authorities, becarried forward and utilised to set off against future taxable profits. The potential tax benefit arising fromsuch unutilised tax losses and capital allowances has not been recognised in the financial statements dueto the uncertainty of its recoverability.
 The Company has been granted Pioneer Status in respect of production and sale of membrane systems.Accordingly, the Company enjoys for a period of seven years, commencing from 1 September 2004, taxexemption on income arising from sale of membrane systems subject to the terms and conditions of thePioneer Status.
 In accordance with the “Income Tax Law of the People’s Republic of China for Enterprises with ForeignInvestment and Foreign Enterprises”, the subsidiaries, Hydrochem Engineering (Shanghai) Co., Ltd and HyfluxFiltech (Shanghai) Co., Ltd are entitled to full exemption from Enterprise Income Tax (“EIT”) for the first twoyears and a 50% reduction in EIT for the next three years, commencing from the first profitable year afteroffsetting all tax losses carried forward from the previous five years. Hydrochem Engineering (Shanghai) Co.,Ltd is in its fourth profitable year after offsetting all accumulated losses. Accordingly, 50% EIT is payable forthe current year. No EIT is payable for Hyflux Filtech (Shanghai) Co., Ltd as it is in its first profitable year.
 In addition, Hydrochem Engineering (Shanghai) Co., Ltd has been granted “Hi-Tech Incentive” for a periodof two years commencing from 1 January 2004. Under this incentive, the Company is refunded 4% of thenet value added tax and 100% of the business tax by Pudong New District Treasury Authority.
 In accordance with the tax laws of the British Virgin Islands (BVI), the subsidiary, Hyflux International Ltd, isexempt from all income taxes in the BVI.
 Deferred tax liabilities as at 31 December relate to the following:Group
 2004 2003$’000 $’000
 Differences in depreciation 288 271
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 Notes to the Financial Statements31 December 2004
 32. Earnings per share
 Earnings per share is calculated by dividing the Group’s profit after taxation and minority interests by theweighted average number of shares in issue during the financial year of 313,629,438 (2003: 310,944,813)shares.
 For fully diluted earnings per share, the weighted average number of shares in issue is adjusted for theeffect of all dilutive potential ordinary shares. Earnings per share is calculated by dividing the Group’s profitafter taxation and minority interests by 319,798,984 (2003: 316,356,197) shares, being the weightedaverage number of shares adjusted for dilution in respect of unissued shares of the Company pursuant tothe Hyflux Employees’ Share Option Scheme.
 33. Dividends
 Group and Company2004 2003$’000 $’000
 Final dividend of 0.7 (2003:0.5) cent per share, less tax at 20%(2003: 22%) in respect of the financial year ended 31 December 2003(2003: 31 December 2002) 1,753 969
 The directors propose a final dividend of 1.27 cents per share amounting to $4,009,220, in respect of thefinancial year ended 31 December 2004, subject to approval by shareholders at the Annual GeneralMeeting of the Company. The proposed final dividend has not been recognised as a liability as at year endin accordance with FRS 10, Events after the Balance Sheet Date.
 34. Commitments and contingencies
 (i) Non-cancellable operating lease commitments
 The Group has various operating lease agreements for offices and rental of land. Most leases containrenewable options. Some of the leases contain escalation clauses. Lease terms do not contain restrictionson the Group’s activities concerning dividends, additional debt or further leasing.
 Future minimum rentals under non-cancellable leases are as follows as at 31 December:
 Group2004 2003$’000 $’000
 Within one year 803 355After one year but not more than five years 3,211 751More than five years 25,378 6,829
 29,392 7,935
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 Notes to the Financial Statements31 December 2004
 34. Commitments and contingencies (cont’d)
 (ii) Capital commitments
 On 16 April 2003, the Group signed a Water Purchase Agreement with the Public Utilities Board of Singaporeto supply desalinated water for a period of 20 years. As at 31 December 2004, the Group has remainingcommitted capital expenditure of approximately $60,000,000 (2003: $190,000,000) for the developmentof the seawater desalination plant, of which 80% is through project financing.
 As at 31 December 2004, the Group has outstanding commitments in respect of uncalled capital to theextent of $15,462,000 (2003: $745,500) in a subsidiary and associates.
 As at 31 December 2004, the Group has committed up to US$1,750,000 (2003: US$1,750,000) for theuse of technology that is able to produce potable water from ambient atmospheric water vapour in severalcountries in Asia, including ASEAN, the People’s Republic of China, the Indian sub-continent and Australia.The Group has also committed up to US$2,250,000 (2003: US$2,250,000) for a 10% equity stake in Airto Water Inc of California, USA.
 As at 31 December 2004, the Group has outstanding commitments in respect of uncalled capital to theextent of $Nil (2003: US$1,950,000) in a long-term investment.
 (iii) Performance and security bonds
 Performance bonds
 During the year, a subsidiary issued a performance bond to the Public Utilities Board of Singapore (PUB)under the Water Purchase Agreement between PUB and Singspring Pte Ltd in respect of the developmentof the seawater desalination plant. The performance bond amounted to $12,832,000 (2003: $12,832,000).
 In addition, the Group provided bankers’ guarantees to customers and suppliers amounting to $17,927,000(2003: $1,745,000).
 Based on information currently available, management does not expect a liability to arise from theseguarantees.
 Security bonds
 As at 31 December 2004, the Group issued security bonds amounting to $665,000 (2003: $500,000) tothe Controller of Immigration in relation to the employment of foreign workers.
 35. Related party information
 In addition to the related party information disclosed elsewhere in the financial statements, significanttransactions with the related party, on terms agreed between the parties, are as follows:
 Group2004 2003$’000 $’000
 IncomeContract revenue from an investee company 2,663 18,383
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 35. Related party information (cont’d)
 Directors’ and executives’ remunerations
 Directors’ remuneration and fees amounted to $402,000 (2003: $775,000) and $235,000 (2003: $180,000)respectively. Executive officers’ remuneration totalled $1,841,000 (2003: $1,305,000).
 36. Financial instruments
 Financial risk management objectives and policies
 The main risks arising from the Group’s financial instruments are interest rate, liquidity, foreign exchangeand credit risks. The management reviews, manages and monitors each of these risks and will recommendnecessary actions to the Board as appropriate.
 Interest rate risk
 The Group obtains additional financing through bank borrowings and leasing arrangements. The Group’spolicy is to obtain the most favourable interest rates available without increasing its foreign currency exposure.
 The Group’s policy is to manage its interest cost using a mix of fixed and floating rate debts. To managethis mix in a cost-efficient manner, the Group enters into interest rate swaps. The interest rate swaps allowthe Group to raise long term borrowings at either fixed or floating rates and swap them into floating andfixed rates respectively, with the objective to lower the interest costs on the borrowings.
 Surplus funds are placed with reputable banks.
 Information relating to the Group’s interest rate exposure is also disclosed in the notes on the Group’sborrowings.
 Liquidity risk
 The Group’s main exposure to liquidity risk is in respect of funding of its project costs and other operatingexpenses.
 The Group monitors and maintains cash and cash equivalents deemed adequate by the management tofinance the Group’s operations. Short-term credit facilities are available for working capital purposes.
 Foreign exchange risk
 The Group’s income is mainly in Singapore Dollar (S$), United States Dollar (US$) and China Renminbi(RMB). Any significant fluctuation in US$ and RMB against the Group’s base currency, S$, will result influctuation in the Group’s income.
 The Group enters into forward foreign exchange contracts with settlement periods within two years tohedge against its foreign exchange risk resulting from anticipated sale and purchase transactionsdenominated in foreign currencies, principally in USD and Euro. It is the Group’s policy not to trade inderivative contracts.
 Notes to the Financial Statements31 December 2004
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 36. Financial instruments (cont’d)
 Credit risk
 For project contracts, management has a credit policy in place and the exposure to credit risk is monitoredon an ongoing basis.
 The carrying amount of cash and cash equivalents, trade and other receivables represent the Group’smaximum exposure to credit risk in relation to financial assets. No other financial asset carries a significantexposure to credit risk.
 Geographical concentrations of the Group’s significant financial assets as at 31 December 2004 are asfollows:
 People’sRepublic
 Singapore of China Others Group$’000 $’000 $’000 $’000
 Trade receivables 15,105 16,859 180 32,144Fixed deposits 51,539 4,530 – 56,069Cash and bank balances 2,626 2,354 232 5,212Other receivables, deposits and prepayments 9,364 5,218 2,745 17,327
 The remaining terms and notional principle amounts of the outstanding interest rate swap contracts at 31December were as follows:
 Group Company2004 2003 2004 2003$’000 $’000 $’000 $’000
 Less than one year 1,923 – 1,923 –One to five years 30,000 3,462 30,000 3,462After five years 106,300 – – –
 138,223 3,462 31,923 3,462
 Fair values
 The following methods and assumptions are used to estimate the fair value of each class of financialinstrument for which it is practicable to estimate fair value.
 Cash and cash equivalents, current receivables and payables
 The carrying amounts approximate fair values due to the relatively short-term maturity of these financialinstruments.
 Long-term investments
 It is not practicable to determine the fair values of unquoted investments because of the lack of quotedmarket prices and the assumptions used in valuation models to value these investments cannot bereasonably determined.
 Notes to the Financial Statements31 December 2004
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 36. Financial instruments (cont’d)
 Long-terms loans
 The carrying amounts approximate fair values as these instruments bear interest at variable rates.
 Off-balance sheet financial instruments
 The fair value of the foreign exchange forward contracts and interest rate swaps are calculated based onthe present value of the estimated future cash flows.
 As at 31 December, the fair values of financial assets and financial liabilities which do not approximate thecarrying amounts in the balance sheet are presented in the following tables:
 Note 2004 2003Underlying Carrying Estimated Underlying Carrying Estimated
 principal amount fair value principal amount fair value$’000 $’000 $’000 $’000 $’000 $’000
 Hire purchase obligations 17 – – – – 32 36Finance lease obligations 18 – – – – 62 56Interest rate swaps 138,223 – (18,046) 3,846 – (15)Foreign exchange forward contracts 3,822 – 4,139 – – –
 Notes to the Financial Statements31 December 2004
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 37. Segment information
 Geographical segments
 The Group is organised into 2 main geographical segments, based on the location of the customers,namely:
 - Singapore- People’s Republic of China
 Others include revenue from projects in Malaysia and other countries and dividend income.
 Inter-segment pricing is on an arm’s length basis.
 People’sRepublic
 2004 Singapore of China Others Eliminations Group$’000 $’000 $’000 $’000 $’000
 RevenueExternal sales 9,117 72,885 6,653 – 88,655Inter-segment sales 128,217 2,204 – (130,421) –
 Total revenue 137,334 75,089 6,653 (130,421) 88,655
 Segment results 2,924 24,700 2,243 – 29,867
 Financial expenses (710)Financial income 350Taxation (968)
 Profit after taxation 28,539
 Other informationSegment assets 195,330 48,250 289 – 243,869Fixed deposits 56,069Unallocated assets 193
 Total assets 300,131
 Segment liabilities 24,078 14,883 9 – 38,970Bank borrowings 143,334Unallocated liabilities 1,805
 Total liabilities 184,109
 Capital expenditure 106,403 287 17 – 106,707Depreciation 2,160 348 4 – 2,512Amortisation of intangible assets, net 677 63 – 280 1,020Other non-cash expenses 6 1,720 – – 1,726
 Notes to the Financial Statements31 December 2004
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 37. Segment information (cont’d)
 Geographical segments (cont’d)
 People’sRepublic
 2003 Singapore of China Others Eliminations Group$’000 $’000 $’000 $’000 $’000
 RevenueExternal sales 48,405 32,098 669 – 81,172Inter-segment sales 9,635 941 – (10,576) –
 Total revenue 58,040 33,039 669 (10,576) 81,172
 Segment results 7,747 12,358 63 20,168
 Financial expenses (341)Financial income 183Share of results of associate (69)Taxation (677)
 Profit after taxation 19,264
 Other informationSegment assets 63,311 25,072 – – 88,383Fixed deposits 26,505Unallocated assets 966
 Total assets 115,854
 Segment liabilities 19,397 2,132 – – 21,529Bank borrowing 6,593Unallocated liabilities 1,198
 Total liabilities 29,320
 Capital expenditure 13,318 627 – – 13,945Depreciation 1,317 382 – – 1,699Amortisation of intangible assets, net 383 (240) – 322 465Other non-cash expenses 36 1,164 – – 1,200
 Notes to the Financial Statements31 December 2004
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 Notes to the Financial Statements31 December 2004
 37. Segment information (cont’d)
 Business segments
 Revenue is reported according to business segments as follows:
 Revenue2004 2003$’000 $’000
 Industrial 64,906 34,446Municipal 16,641 43,965Consumer 7,108 2,761
 88,655 81,172
 Segmentation by assets and capital expenditure is not meaningful as the assets are applied interchangeablyamongst the business segments.
 38. Subsequent event
 Subsequent to balance sheet date, one of the Company’s wholly-owned subsidiary has entered into a putand call option agreement with HSBC Institutional Trust Services (Singapore) Limited (“HSBCIT”), trustee ofAscendas Real Estate Investment Trust (“A-REIT”), for the sale and leaseback of one of the properties ofthe Group. Under the agreement, the subsidiary grants HSBCCIT a call option to buy and HSBCIT grantsthe subsidiary a put option to sell this property at a price of S$19 million. The exercise of the option isconditional on HSBCIT obtaining the approval of Jurong Town Corporation to the transaction and oncertain financing conditions being achieved by A-REIT.
 39. Comparatives
 Group Note2003 asrestated 2003
 $’000 $’000
 Balance SheetOther receivables, deposits and prepayments 2,611 2,915 (i)Trade payables 20,121 20,425 (i)
 Consolidated Profit and Loss AccountPersonnel expense 7,283 5,814 (ii)Other operating expense 15,068 17,105 (ii)
 Earnings per share (cents)- Basic 6.27 7.68 (iii)- Fully diluted 6.17 7.48 (iii)
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 39. Comparatives (cont’d)
 Group Note2003 asrestated 2003
 $’000 $’000
 Notes to the financial statementsOther receivables 2,195 642 (i)Advance payments to suppliers – 1,857 (i)Wages, salaries and bonuses 5,715 4,246 (ii)
 Segment informationSegment assets- Singapore 88,974 89,120 (i)- China 25,914 26,072 (i)
 114,888 115,192
 Segment liabilities- Singapore 23,283 23,429 (i)- China 4,839 4,997 (i)
 28,122 28,426
 Note (i): The prior year comparatives have been restated to take into account the reclassification of advancepayment to suppliers of $304,000 from other receivables, deposits and prepayments to tradepayables to better reflect the presentation of the financial statements.
 Note (ii): The prior year comparatives have been restated to take into account the reclassification of wages,salaries and bonuses from other operating expenses to personnel expenses to better reflect thepresentation of the financial statements.
 Note (iii): The weighted average number of shares in issue used to compute basic earnings per share isrestated to 310,944,813 shares (previously reported as 253,964,013). For fully diluted earningsper share, the number of shares is restated to 316,356,197 (previously reported as 260,976,214).
 40. Authorisation of financial statements
 The financial statements for the financial year ended 31 December 2004 were authorised for issue inaccordance with a resolution of the directors on 30 March 2005.
 Notes to the Financial Statements31 December 2004
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Summary of Major Properties
 Approximate Group’sSite area Existing total lettable effective
 Description Location (sq m) use area (sq m) interest (%) Tenure
 Office and 202 Kallang Bahru 20,465 Office and 10,677 100 60 yearsfactory Singapore 339339 factory commencing from
 16 January 1981
 Office and 5 Changi South 10,472 Office and 5,630 100 60 yearsfactory Street 1, factory commencing from
 Singapore 486764 1 March 1997
 Office 40 Changi South 2,426 Office 1,328 100 60 yearsStreet 1, commencing from
 Singapore 486764 1 December 1996
 Factory No.99 JuLi Road 5,633 Office and 3,241 100 50 yearsbuilding Zhangjiang High Tech factory commencing from
 Pudong Shanghai, 26 April 2001China 01204
 Apartment Jinqiao Garden 32 Staff 59 100 70 yearsService Apartment quarters commencing from
 Block A, Floor 9, Unit 2, 15 February 1994Shanghai, China
 Interested Person Transactions
 There were no interested person transactions during the financial year.
 Material Contracts
 There were no material contracts of the Company or its subsidiaries involving the interests of the ChiefExecutive Officer (as defined in the SGX-ST Listing Manual), each director or controlling shareholder, eitherstill subsisting at the end of the financial year or if not then subsisting, entered into since the end of theprevious financial year.
 Supplementary Information
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Supplementary Information
 SGX-ST LISTING MANUAL REQUIREMENTSCorporate Governance Statement
 Hyflux is committed to achieving a high standard of corporate governance. The Group’s corporate governancepractices translate into an increase in long-term value and ultimately, return to shareholders. As part ofthis commitment, the Group subscribes to the Code of Corporate Governance issued by the CorporateGovernance Committee in March 2001. This statement outlines the main corporate governance practicesof the Company with specific reference to the Code of Corporate Governance (the “Code”).
 Board of Directors (Principles 1, 2, 3 And 4)Role of the BoardThe primary role of the board of directors (the “Board”) is to protect and enhance long-term shareholders’value. The Board provides leadership and guidance on corporate strategy, business directions and riskpolicy and implementation of corporate objectives. Other matters within the purview of the Board includethe appointment of directors, review of the Group’s financial performance and major funding or investmentproposals and other material transactions.
 The Board holds regular meetings each year and has held four meetings during the financial year. TheBoard may convene additional meetings to address any specific significant matters that may arise from timeto time.
 The Directors’ attendance at the Board and Committee Meetings for the financial year ended 31 December2004 is as follows:-
 Training for DirectorsThe Board has in place, programmes for each newly appointed director to receive appropriate training,including an orientation programme to familiarize him with the Group’s structure and its business. In addition,the Executive Directors have regularly participated in seminars and/or conferences to keep abreast of thelatest developments which are relevant to the Group.
 Name
 Board ofDirectors
 AuditCommittee
 NominatingCommittee
 RemunerationCommittee
 Olivia Lum Ooi LinGay Chee CheongTeo Kiang KokLee Joo HaiS Iswaran
 No. ofMeetings
 Held
 No. ofMeetingsAttended
 No. ofMeetings
 Held
 No. ofMeetingsAttended
 No. ofMeetings
 Held
 No. ofMeetingsAttended
 No. ofMeetings
 Held
 No. ofMeetingsAttended
 44444
 44442
 4444
 NA
 4444
 NA
 2222
 NA
 2222
 NA
 2222
 NA
 2222
 NA
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 Board Composition and BalanceThe directors of the Company in office as at the date of this report are set out in the Director’s report. TheNominating Committee has reviewed the size and composition of the Board. It is satisfied that the currentBoard size is appropriate and effective, and that the Board comprises professionals who are suitablyqualified to meet the Company’s objectives. The Directors come from diverse background and possessvaried expertise in finance, legal, industry, business and management field.
 The Board
 Olivia Lum Ooi LinMs Lum is the founder of the Group and was appointed as the Managing Director on 31 March 2000. Sheis overall responsible for the Group’s business operations.
 She is also an Independent Director of Yeo Hiap Seng Ltd and a Board Director of Singapore ExchangeLtd. Ms Lum holds a Bachelor of Science (Hons) degree from the National University of Singapore.
 Gay Chee CheongMr Gay was appointed as a Non-Executive Non-Independent Director on 3 August 2001. He is also amember of the Audit, Remuneration and Nominating Committees. Mr Gay holds an Honours degree inElectronic Engineering from the Royal Military College of Shrivenham, UK and in Economics from theUniversity of London. He also has a Masters in Business Administration from the National University ofSingapore.
 He continues to serve on the board of a number of companies including, Avaplas Ltd, Hartford HoldingsLtd and Excelpoint Technology Ltd.
 Mr Gay’s last re-election was on 17 May 2002.
 Lee Joo HaiMr Lee was appointed as a Non-Executive Independent Director on 19 December 2000. He is also theChairman of the Audit Committee and members of the Remuneration and Nominating Committee. He isa Certified Public Accountant of Singapore and is a member of the Institute of Chartered Accountants inEngland and Wales. Mr Lee is currently a partner in a public accounting firm in Singapore.
 He continues to serve on the board of a number of companies including IPC Corporation and UnisteelTechnology Limited.
 Mr Lee’s last re-election was on 30 April 2004.
 Teo Kiang KokMr Teo was appointed as a Non-Executive Independent Director on 19 December 2000. He is also theChairman of the Remuneration and Nominating Committee and a member of the Audit Committee. Mr Teois a senior partner of Shook Lin & Bok, a firm of advocates and solicitors. He holds a LLB (Hons) Barrister-at-Law (Lincolns Inn) from the University of Hull and is an Advocate and Solicitor under the Legal ProfessionAct of Singapore.
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 His present directorships in other boards include Food Junction Holdings Ltd, Giant Wireless TechnologyLimited, Jadason Enterpries Ltd and Unisteel Technology Limited.
 Mr Teo’s last re-election was on 22 May 2003.
 S IswaranMr S. Iswaran was appointed as Non-Executive Director on 2 June 2003. He is a Member of Parliamentfor West Coast GRC and Managing Director at Temasek Holdings Pte Ltd.
 His present directorships include Sunningdale Precision Industries Ltd and SciGen Ltd.
 ChairmanThe Company currently does not have a Chairman to preside over the Board. The Board is of the opinionthat the process of decision making by the Board has been independent and had been based on collectivedecisions without any individual exercising any considerable concentration of power or influence.
 Independent and Non-Executive members of the Board of DirectorsThere is a strong independent element in the Board, with 3 out of 6 directors to be independent. Theyare Mr Teo Kiang Kok and Mr Lee Joo Hai and Mr S Iswaran. The Board has one Non-Executive Non-Independent Director, namely, Mr Gay Chee Cheong. The Board considers an ‘independent’ director asone who has no relationship with the Company, its related Companies or its officers that could interfereor be reasonably perceived to interfere, with the exercise of the director’s independent business judgement.Independent and Non-executive members of the Board exercise no management function in the Companyor any of its subsidiaries. Although all the directors have equal responsibilities for the performance of theGroup, the role of non-executive directors is primarily to ensure that the strategies proposed by the executivemanagement are fully discussed, vigorously examined, taking into consideration the long-term interestof the shareholders, employees, customers, suppliers and the communities in which the Group conductsits business.
 CommitteesTo assist in the execution of its responsibilities, the Board has established the following specializedcommittees:- the Audit Committee- the Remuneration Committee- the Nominating Committee
 Each of the above Committees has its respective written terms of reference and operating procedures,which will be reviewed on a regular basis.
 Audit Committee (Principle 11)The Audit Committee comprised the following members as at the date of this report:-
 Mr Lee Joo Hai (Chairman) appointed on 17 January 2001Mr Teo Kiang Kok appointed on 17 January 2001Ms Olivia Lum Ooi Lin appointed on 17 January 2001Mr Gay Chee Cheong appointed on 23 August 2001
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 with legal, accounting, financial management expertise or experience and is chaired by a non-executiveindependent director.
 The primary functions of the Audit Committee are as follows:-
 a) review with the external auditors the scope and results of the audit, system of internal controls, theirmanagement letter and management’s response;
 b) review the half-year and annual results before submission to the Board for approval including financialprocesses, risk management, audit processes and compliance with the accounting standards andother regulatory requirements;
 c) review the internal control and procedures and risk management;d) review and discuss with the external auditors any suspected fraud or irregularity;e) review the interested person transactions in accordance with the Listing Rules of the Singapore
 Exchange Securities Trading Limited (“SGX-ST”);f) review all non-audit services provided by the external auditors so as to ensure that any provision of
 such services would not affect the independence of external auditors;g) consider and recommend the appointment or re-appointment of the external auditors;h) undertake such other reviews and projects as may be requested by the Board;i) review the scope and results of the audit and its cost effectiveness and the independence and
 objectivity of the external auditors annually.j) to investigate any matter within its terms of reference, having full access to and co-operation by
 Management and full discretion to invite any director or executive officer to attend its meetings, andreasonable resources to enable it to discharge its functions properly
 k) generally undertake such other functions and duties as may be required by statute or the Listing Rule.
 A majority of the current members are non-executive directors. The Managing Director, Ms Olivia Lum, hasremained in the Committee as the Committee is of the opinion that she plays an important role in contributingin-depth information on the business aspects of the Group as well as knowledge and understanding ofthe industry. The Committee has established a set of guidelines such that any decision made by the AuditCommittee requires the votes of all the independent non-executive directors.
 The Committee held four meetings during the year. Amongst other things, it reviewed and recommendedto the Board the release of year-end and half-yearly financial statements, and considered and reviewedthe Audit Plan for 2004.
 The Audit Committee had reviewed the non-audit services provided by the external auditors, including feespaid for non-audit services during the year and is of the opinion that the auditor’s independence has notbeen compromised. The Audit Committee also reviewed the legal services provided by a independentdirector’s firm and is satisfied that the provision of such services did not affect his independence.
 The Audit Committee also reviewed the performance of the external auditors and recommended to theBoard the re-appointment of the auditors at the 2005 AGM.
 The Audit Committee has full access to the external auditors and will hold meetings with them at leastonce a year without the presence of Management. The Audit Committee has authority to access allpersonnel, records, and other information to enable it to properly discharge its function.
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 Remuneration Committee (Principles 7 and 8)The Remuneration Committee was established on 3 September 2002 and comprises the following members:-
 Mr Teo Kiang Kok (Chairman)Mr Lee Joo HaiMr Gay Chee CheongMs Olivia Lum Ooi LinMr Christopher Murugasu (appointed on 1 February 2005)
 The Remuneration Committee is governed by written terms of reference and is chaired by a non-executiveindependent director. A majority of the current members are non-executive directors. Ms Lum plays animportant role in appraising the performance of the top executives and senior management and is therefore,a Committee member. During the year, a revised Terms of Reference was approved and adopted by theRemuneration Committee.
 The Remuneration Committee undertakes the following responsibilities:-a) to review and to recommend to the Board a formal and transparent system of remuneration for Directors
 and key employees of the Company and its subsidiaries and affiliates;b) to review and to determine the remuneration packages and terms of appointment of executive Directors,
 members of the Executive Committee and employees related to executive Directors or controllingshareholders of the Group;
 c) to review and to recommend to the Board a formal, transparent system of performance evaluation forDirectors and key employees of the Group;
 d) to recommend to the Board long-term incentive schemes for Directors and employees of the Group;and
 e) to serve as the committee referred to in the Hyflux Employee Share Option Scheme and to shall havethe powers set out in the Scheme.
 Each member of the Remuneration Committee is not allowed to set his or her own remuneration.
 The Committee has established a remuneration framework of its directors based on individual contribution,attendance at various meetings and responsibilities held at the Committee level. Such remuneration issubject to the approval of shareholders at the annual general meeting every year.
 The Committee has full authority to engage any external professional advice on matters relating toremuneration as and when the need arises.
 The Committee and the Board are of the view that the remuneration of the Directors is adequate and notexcessive
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 Nominating Committee (Principle 4 and 5)The Nominating Committee was established on 3 September 2002 and comprised two non-executiveindependent directors one of whom is appointed as Chairman, one non-executive director and one executivedirector as at the date of this report:-
 Mr Teo Kiang Kok (Chairman)Mr Lee Joo HaiMr Gay Chee CheongMs Olivia Lum Ooi Lin
 A majority of the current members are non-executive directors. The Committee is of the opinion that MsLum’s business and technical knowledge in this industry will assist the Committee in assessing the re-appointment of directors as well as in identifying suitable candidates for appointment as members of theBoard.
 The role of the Nominating Committee is to:-
 (a) make recommendations to the Board on appointments or re-appointments of members to the Boardor its committees, including the re-appointment of a member retiring by rotation or who has reachedthe age of 70;
 (b) to review the structure, size and composition of the Board and to make the appropriate recommendationsto the Board;
 (c) assess the effectiveness of the Board as a whole and the contribution by each individual director tothe effectiveness of the Board particularly where a director serves on multiple Boards;
 (d) assess the contribution by each director in the Board Committees where the director is a member;and
 (e) determine the independence of each director on annual basis
 The Nominating Committee will also review and recommend to the Board on the appointment of keyexecutives, including the Managing Director.
 The Company’s Articles of Association provide that one-third of the Board is to retire by rotation at theCompany’s annual general meeting annually, with each director retiring at least once in every three yearsand newly appointed directors to retire at the next annual general meeting following their appointment. Theretiring directors are eligible to offer themselves for re-election.
 The committee has recommended the re-election of Mr Teo Kiang Kok and Mr Christopher Murugasu whoare retiring at the forthcoming Annual General Meeting to be held on 28 April 2005. The Board has acceptedthe recommendations and the retiring directors would be offering themselves for re-election.
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 Executive CommitteeThe Executive Committee was established on 26 February 2004 as an executive arm of the Board andthe Committees of the Board, namely the Audit Committee, the Nomination Committee, the RemunerationCommittee and other committees the Board may form among its members from time to time.
 The main functions of the Executive Committee will be:
 (a) to make recommendations to the Board and the Board Committees on the businesses and the affairsof the Company and its subsidiaries and affiliates;
 (b) to participate in the deliberations of the Board and the Board Committees as appropriate, subject tosuch direction as the Chairman of the Board or the Board Committee may give;
 (c) to implement the decisions of the Board and the Board Committees; and(d) to undertake assignments as the Board or any Board Committee may direct from time to time.
 The members of the Executive Committee are:-
 Ms Olivia Lum Ooi Lin (CEO and Managing Director)Dr. Deirdre MurugasuMr Foo Hee KiangMr Lim Kim SengMs Rose TongMs Grace Goh Bee Kheng
 Access to information (Principle 6)The Company fully recognizes that the continual flow of relevant information on an accurate and timelybasis is critical for the Board to be effective in the discharge of its duties.
 Accordingly, the Directors receive regular and timely information from Management about the Group sothat they are fully equipped for Board meetings. Detailed Board papers are prepared for each meetingand are disseminated to the members before the Board meetings. The Board papers include sufficientinformation from Management on financial, business and corporate matters of the Company to enable thedirectors to be properly briefed on issues to be considered at Board meetings. The Board has separateand independent access to the Management of the Group.
 Furthermore, the Board seeks independent professionals’ advice, whenever necessary for the furtheranceof their duties.
 The Board has full and independent access to the Company Secretary. Apart from ensuring that the Groupcomplies with the Companies Act, Chapter 50 and the Listing Rules of the SGX-ST, the Company Secretaryis responsible for ensuring that Board procedures are followed. The Company Secretary is required toattend all Board meetings including the meetings of the various committees.
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 Remuneration Matters
 Disclosure on Remuneration (Principles 8 and 9)The Group’s remuneration policy is to provide compensation packages at market rates which will rewardsuccessful performance and attract, retain and motivate talent at all levels, including managers and directors.
 Details of remuneration to the directors are set out below:
 Company’s directors receiving remuneration from the Group for the year ended 31 December 2004 and 2003;
 Remuneration Band Number of Directors2004 2003
 S$500,000 and above 0 0S$250,000 to below S$500,000 1 2Below S$250,000 4 5
 Summary compensation table for the year ended 31 December 2004 (Group):-
 * Mr Foo Hee Kiong and Dr Deirdre Murugasu resigned as director on 26 February 2004.
 Supplementary Information
 Between S$250,000to S$500,000Olivia Lum Ooi Lin
 Below S$250,000Deirdre Murugasu *Foo Hee Kiang *Gay Chee CheongLee Joo HaiTeo Kiang KokChristopher Murugasu
 Key Executivesof the GroupBelow S$250,000Goh Bee Kheng GraceHead DavidHurn Charles DavidLim Kim SengMatthews Terence ArthurSoon Hock Choong FreddyTong Lay Kuen RoseGe Wen YueGu Jia Long
 Salary Bonus Fees Allowances andother benefits
 81%
 73%69%
 0%0%0%
 96%
 89%89%90%89%76%78%85%92%92%
 Total
 7%
 12%14%
 0%0%0%0%
 9%7%8%8%6%6%7%8%8%
 9%
 9%12%
 100%100%100%
 0%
 0%0%0%0%0%0%0%0%0%
 3%
 6%5%0%0%0%4%
 2%4%2%3%
 18%16%
 8%0%0%
 100%
 100%100%100%100%100%100%
 100%100%100%100%100%100%100%100%100%
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 Accountability And Audit (Principle 10)In presenting the annual financial statements and quarterly announcements to shareholders, it is the aimof the Board to provide shareholders with a balanced and comprehensible assessment of the Group’sposition and prospects on a quarterly basis. Management provides the Board with appropriately detailedmanagement accounts of the Group’s performance, position and prospects on a periodic basis.
 Internal Controls (Principle 12)The Board is responsible for the overall internal control framework but recognizes that no cost effectiveinternal control systems will preclude all errors or irregularities, as a system is designed to manage ratherthan to eliminate the risk of failure to achieve business objectives, and can provide only reasonable butnot absolute assurance against material misstatement or loss. Nevertheless, the Audit Committee will;-
 (a) Satisfy itself by such means as it shall consider appropriate counter measures (that is, mechanismsand processes such as sound internal control systems) are in place to identify and mitigate any materialbusiness risks associated with the group.
 (b) Ensure that a review of effectiveness of the Group’s material internal controls, including financial,operating and compliance controls and risk management is conducted at least annually. Such reviewcan be carried out by external auditors.
 (c) Ensure that the internal control recommendations made by the external auditors have been addressedor implemented by the Management.
 (d) Ensure that the Board is in the position to comment on the adequacy of the internal controls of thegroup.
 Internal Audit (Principle 13)The Group has engaged the services of a professional accounting firm, independent of the external auditfunction to carry out regular internal audit review of the Group. It will review the effectiveness of the materialinternal controls of the Group and report to the Audit Committee. The internal audit plan is reviewed andapproved by the Audit Committee. The internal audit function is expected to meet or exceed the standardsset by nationally or internationally recognized professional bodies including the Standards for the ProfessionalPractice of Internal Auditing set by The Institute of Internal Auditors.
 Within this framework, the internal audit function will provide reasonable assurance that the risk incurredby the Group in each major activity will be identified, analysed and managed by the Management. InternalAudit will also make recommendations to enhance the effectiveness and security of the Group’s operations.
 Communication With Shareholders (Principles 14 And 15)Hyflux is committed to regular and proactive communication with its shareholders. It aims to provideshareholders with clear, balanced and useful information on a timely basis to ensure that shareholdersreceive a balanced and updated view of the Group’s performance and business.
 Where there is inadvertent disclosure made to a selected group, the Company will make the same disclosurepublicly as soon as practicable. Communication is made through:
 (a) annual reports that are prepared and issued to all Shareholders. The Board makes every effort toensure that the annual report includes all relevant information about the group, including futuredevelopment and other disclosures required by the Companies’ Act, Chapter 50, and SingaporeStatements of Accounting Standards;
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SGX-ST LISTING MANUAL REQUIREMENTS (CONT’D)Corporate Governance Statement (cont’d)
 (b) half-year and full-year financial statements comprising a summary of the financial information andaffairs of the Group for the relevant period;
 (c) explanatory memoranda for annual general meetings (“AGM”) and extraordinary general meetings;(d) media and analyst meetings for the Group’s interim and annual financial results as well as other
 briefings, as appropriate;(e) participation in roadshows in Hong Kong and the US during the year(f) press releases on major developments of the Group;(g) disclosures to the SGX-ST via MASNET; and(h) the Group’s website at at which Shareholders can access information on the Group.
 In addition, shareholders are encouraged to attend the annual general meetings to ensure a high level ofaccountability and to stay informed of the Group’s strategies and growth. As the annual general meetingis the principal forum for dialogue with shareholders, the presence of the chairpersons of the audit,nominating and remuneration committees are required so as to address any question raised at the annualgeneral meeting. The Group fully supports the Corporate Governance Code’s principle to encourage activeshareholder participation.
 Securities TransactionsThe Company has issued a policy on dealings in the securities of the Company to its Directors andManagement, setting out the implications of insider trading and guidance on such dealings. It has adoptedthe Best Practices Guide on Dealings in Securities issued by SGX-ST.
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 Statistics of Shareholdingsas at 21 March 2005
 Distribution of Shareholdings
 No. ofSize of Holdings Shareholders % No. of Shares %
 1 - 999 227 6.19 100,018 0.031,000 - 10,000 2,857 77.89 10,925,724 3.4610,001 - 1,000,000 565 15.40 26,687,041 8.441,000,001and above 19 0.52 278,490,832 88.07
 Total 3,668 100.00 316,203,615 100.00
 Twenty Largest Shareholders
 Name No. of Shares %
 1. Lum Ooi Lin 120,739,587 38.182. Citibank Nominees Singapore Pte Ltd 28,273,134 8.943. Raffles Nominees Pte Ltd 25,372,165 8.024. 2G Capital Pte Ltd 18,176,250 5.755. Merrill Lynch (S’pore) Pte Ltd 16,033,922 5.076. United Overseas Bank Nominees Pte Ltd 15,462,076 4.897. DBS Nominees Pte Ltd 13,113,116 4.158. HSBC (Singapore) Nominees Pte Ltd 11,779,376 3.739. Morgan Stanley Asia (S’pore) Securities Pte Ltd 6,806,246 2.1510. Murugasu Deirdre 6,601,452 2.0911. Foo Hee Kiang 3,275,275 1.0412. Seletar Investments Pte Ltd 2,828,750 0.8913. UOB Kay Hian Pte Ltd 1,843,000 0.5814. ABN Amro Nominees Singapore Pte Ltd 1,830,000 0.5815. Yong Ying-I 1,500,000 0.4716. Ma Wong Ching 1,370,000 0.4317. Western Properties Pte Ltd 1,296,250 0.4118. Koh Lip Lin 1,100,526 0.3519. Phillip Securities Pte Ltd 1,089,707 0.3420. Yong Siew Yoon 1,000,000 0.32
 Total 279,490,832 88.38
 Approximately 53% of the Company’s shares are held in the hands of public. Accordingly, the Company hascomplied with Rule 723 of the Listing Manual of SGX-ST.
 SUBSTANTIAL SHAREHOLDERS AS AT 21 MARCH 2005
 Name of Shareholder Direct Deemed
 1 Lum Ooi Lin 135,739,587 -2 2G Capital Pte Ltd 18,176,2503 Gay Chee Cheong - 18,176,250

Page 60
						

59
 Notice of Annual General Meeting
 NOTICE IS HEREBY GIVEN that the Annual General Meeting of Hyflux Ltd (“the Company”) will be held at 202 Kallang Bahru,Hyflux Building, Singapore 339339 on 28 April 2005 at 10 a.m. for the following purposes:
 AS ORDINARY BUSINESS
 1. To receive and adopt the Directors’ Report and the Audited Accounts of the Company for the year ended 31 December2004 together with the Auditors’ Report thereon. (Resolution 1)
 2. To declare a first and final dividend of 1.27 cents per ordinary share (tax exempt) for the year ended 31 December2004 (previous year: 0.7 cents per ordinary share). (Resolution 2)
 3. To re-elect the following Directors retiring pursuant to the Company’s Articles of Association:
 Mr Teo Kiang Kok (Retiring under Article 89) (Resolution 3)Mr Christopher Murugasu (Retiring under Article 88) (Resolution 4)
 [See Explanatory Note (i)]
 4. To approve the payment of Directors’ fees of S$235,000 for the year ended 31 December 2004 (previous year:S$242,500.00). (Resolution 5)
 5. To re-appoint Messrs Ernst & Young as the Company’s Auditors and to authorise the Directors to fix their remuneration.(Resolution 6)
 6. To transact any other ordinary business which may properly be transacted at an Annual General Meeting.
 AS SPECIAL BUSINESS
 To consider and if thought fit, to pass the following resolutions as Ordinary Resolutions, with or without any modifications:
 7. Authority to allot and issue shares up to 50 per centum (50%) of issued share capital
 That pursuant to Section 161 of the Companies Act, Cap. 50 and Rule 806 of the Listing Manual of the SingaporeExchange Securities Trading Limited, the Directors be empowered to allot and issue shares and convertible securitiesin the capital of the Company at any time and upon such terms and conditions and for such purposes as theDirectors may, in their absolute discretion, deem fit provided that the aggregate number of shares (including sharesto be issued in accordance with the terms of convertible securities issued, made or granted pursuant to this Resolution)to be allotted and issued pursuant to this Resolution shall not exceed fifty per centum (50%) of the issued sharecapital of the Company at the time of the passing of this Resolution, of which the aggregate number of shares andconvertible securities to be issued other than on a pro rata basis to all shareholders of the Company shall not exceedtwenty per centum (20%) of the issued share capital of the Company and that such authority shall, unless revokedor varied by the Company in general meeting, continue in force (i) until the conclusion of the Company’s next AnnualGeneral Meeting or the date by which the next Annual General Meeting of the Company is required by law to be held,whichever is earlier or (ii) in the case of shares to be issued in accordance with the terms of convertible securitiesissued, made or granted pursuant to this Resolution, until the issuance of such shares in accordance with the termsof such convertible securities.[See Explanatory Note (ii)] (Resolution 7)
 8. Authority To Allot And Issue Shares Under Hyflux Employees’ Share Option Scheme
 That pursuant to Section 161 of the Companies Act, Cap. 50, the Directors be authorised and empowered to allotand issue shares in the capital of the Company to all the holders of options granted by the Company, whethergranted during the subsistence of this authority or otherwise, under the Hyflux Employees’ Share Option Scheme(“the Scheme”) upon the exercise of such options and in accordance with the terms and conditions of the Scheme,provided always that the aggregate number of additional ordinary shares to be allotted and issued pursuant to theScheme shall not exceed fifteen per centum (15%) of the issued share capital of the Company from time to time.[See Explanatory Note (iii)] (Resolution 8)
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 9. Grant of option under the Scheme to Ms Olivia Lum, a controlling shareholder
 That the proposed grant of an option pursuant to the Hyflux Employees’ Share Option Scheme of up to 3,000,000ordinary shares of S$0.05 each in the share capital of the Company (“Shares”) to Ms Olivia Lum Ooi Lin, a controllingshareholder, at a subscription price equal to the average of the last dealt prices of the Company’s shares for the five(5) consecutive trading days immediately prior to the date of the grant, such options being exercisable for a periodcommencing after the first anniversary and ending after the fifth anniversary of the date of grant of such options asfollows:-
 (i) 20% of the options for up to 600,000 shares may be exercised after one (1) year of the date of the grant;(ii) 20% of the options for up to 600,000 shares may be exercised after two (2) years of the date of the grant;(iii) 20% of the options for up to 600,000 shares may be exercised after three (3) years of the date of the grant;(iv) 20% of the options for up to 600,000 shares may be exercised after four (4) years of the date of the grant;(v) 20% of the options for up to 600,000 shares may be exercised after five (5) years of the date of the grant;
 and to allot and issue Shares upon the exercise of any such options (notwithstanding that the exercise thereof orsuch allotment and issue may occur after the conclusion of the next or any ensuing Annual General Meeting of theCompany.[See Explanatory Note (iv)] (Resolution 9)
 By Order of the Board
 Lim Kim SengSecretarySingapore, 13 April 2005
 Explanatory Notes:
 (i) Mr Teo Kiang Kok will, upon re-election as Director of the Company, remains as a member of Audit Committee andChairman of the Nominating and Remuneration Committees and is considered independent for the purpose of Rule704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited.
 Mr Christopher Murugasu, will upon re-election as a Director of the Company, remains as a member of the RemunerationCommittee and is considered as non-independent for the purpose of Rule 704(8) of the Listing Manual of theSingapore Exchange Securities Trading Limited.
 (ii) The Ordinary Resolution [7] proposed in item [7] above, if passed, will empower the Directors from the date of thisMeeting until the date of the next Annual General Meeting, or the date by which the next Annual General Meeting isrequired by law to be held or when varied or revoked by the Company in general meeting, whichever is the earlier, toallot and issue shares and convertible securities in the Company. The number of shares and convertible securitiesthat the Directors may allot and issue under this resolution would not exceed fifty per centum (50%) of the issuedcapital of the Company at the time of the passing of this resolution. For issue of shares and convertible securitiesother than on a pro rata basis to all shareholders, the aggregate number of shares and convertible securities to beissued shall not exceed twenty per centum (20%) of the issued capital of the Company.
 For the purpose of this resolution, the percentage of issued capital is based on the Company’s issued capital at thetime this proposed Ordinary Resolution is passed after adjusting for new shares arising from the conversion orexercise of convertible securities, at the time when this proposed Ordinary Resolution is passed and any subsequentconsolidation or subdivision of shares.
 (iii) The Ordinary Resolution [8] proposed in item [8] above, if passed, will empower the Directors of the Company, fromthe date of this Meeting until the next Annual General Meeting, to allot and issue shares in the Company of up to anumber not exceeding in total fifteen per centum (15%) of the issued share capital of the Company from time to timepursuant to the exercise of the options under the Scheme.
 Notice of Annual General Meeting
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 (iv) The Ordinary Resolution [9] proposed in item [9] above, if passed, will authorise and empower the Directors to grantan option of up to 3,000,000 ordinary shares of S$0.05 each to Ms Olivia Lum, a controlling shareholder of theCompany, on the terms of and pursuant to the Hyflux Employees’ Share Option Scheme at a subscription price equalto the average of the last dealt prices of the Company’s shares for the five (5) consecutive trading days immediatelypreceding the date of the grant of option. Subject to the shareholders’ approval at the AGM, the date of grant ofoption shall be any time within two weeks from the date of AGM. As this resolution relates to the authorisation for theCompany to grant options to Ms Olivia Lum, any shareholder entitled to participate in the Scheme (including Ms OliviaLum and her associates) will abstain from voting on this resolution at this AGM. To date, Ms Olivia Lum has beengranted options of 1,250,000 ordinary shares of S$0.05 each. No option has been granted to any of her associates.
 The participation of and grant of options to Ms Olivia Lum have been approved by the shareholders at the ExtraordinayGeneral Meeting duly held on 24 November 2003. The basis for the participation and grant of options to Ms OliviaLum has been provided in the Circular dated 31 October 2003 (“the Circular”).
 Ms Olivia Lum is currently the Managing Director of the Company and the Group Chief Executive Officer. She is alsothe founder of the Group. Ms Lum is actively involved in directing its operations and strategic planning and remainsthe driving force behind the growth and success of the Company. Under her, the Group has become a leading playerin the Singapore and the China markets and is now developing the Middle East as another growth market.
 In recognition of her performance and contribution to the Group, and to motivate her to maintain her high levelperformance with a view to achieving long term growth for the Group, the Company is proposing to grant options ofup to 3,000,000 ordinary shares of S$0.05 each in the capital of the Company to Ms Olivia Lum, at a subscriptionprice equal to the average of the last dealt prices of the Company’s shares for the five (5) consecutive trading daysimmediately preceding the date of the grant of option. The number of options to be granted to Ms Olivia Lum hasbeen set and approved by the Remuneration Committee.
 The Directors of the Company, with Ms Olivia Lum abstaining, hereby recommend that Shareholders vote in favour ofthe Ordinary Resolution [9]. The Directors of the Company collectively and individually accept full responsibility for theaccuracy of the information given herein and confirm, having made all reasonable enquiries, that to the best of theirknowledge and belief, the facts stated in this resolution are accurate and that there are no material facts or theomission of which would make any statement in this resolution misleading and that this resolution constitutes the fulland true disclosure of all material facts about the grant of option to Ms Olivia Lum.
 The Singapore Exchange Securities Trading Limited assumes no responsibility for the correctness of any of the statementsmade, reports contained or opinions expressed in this Notice of AGM.
 Notes:
 1. A Member entitled to attend and vote at the Annual General Meeting (the “Meeting”) is entitled to appoint a proxy toattend and vote in his/her stead. A proxy need not be a Member of the Company.
 2. The instrument appointing a proxy must be deposited at the Registered Office of the Company at 202 Kallang Bahru,Hyflux Building, Singapore 339339 not less than 48 hours before the time appointed for holding the Meeting.
 Notice of Annual General Meeting
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 NOTICE IS HEREBY GIVEN that the Share Transfer Books and Register of Members of Hyflux Ltd (the “Company”)will be closed at 5 p.m. on 9 May 2005 for the preparation of dividend warrants.
 Duly completed registrable transfers received by the Company’s Share Registrar, Lim Associates (Pte) Ltd, 10Collyer Quay #19-08 Ocean Building, Singapore 049315 up to 5.00 p.m. on 9 May 2005 will be registered todetermine shareholders’ entitlements to the said dividend. Members whose Securities Accounts with The CentralDepository (Pte) Limited are credited with shares at 5.00 p.m. on 9 May 2005 will be entitled to the proposeddividend.
 Payment of the dividend, if approved by the members at the Annual General Meeting to be held on 28 April 2005will be made on 26 May 2005.
 Notice of Books Closure
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IMPORTANT:1 For investors who have used their CPF monies to buy Hyflux
 Ltd’s shares, this Report is forwarded to them at the requestof their CPF Approved Nominees and is sent solely FORINFORMATION ONLY.
 2 This Proxy Form is not valid for use by CPF investors andshall be ineffective for all intents and purposes if used orpurported to be used by them.
 HYFLUX LTD(Company Registration No. 200002722Z)(Incorporated In The Republic of Singapore with limited liability)
 PROXY FORM(Please see notes overleaf before completing this Form)
 I/We, __________________________________________________________________________________________________________
 of _____________________________________________________________________________________________________________
 being a member/members of Hyflux Ltd (the “Company”), hereby appoint:
 Name NRIC/Passport No. Proportion of Shareholdings
 No. of Shares %
 Address
 and/or (delete as appropriate)
 Name NRIC/Passport No. Proportion of Shareholdings
 No. of Shares %
 Address
 or failing him/her, the Chairman of the Meeting as my/our proxy/proxies to vote for me/us on my/our behalf at the AnnualGeneral Meeting (the “Meeting”) of the Company to be held on 28 April 2005 at 10 a.m. and at any adjournment thereof. I/We direct my/our proxy/proxies to vote for or against the Resolutions proposed at the Meeting as indicated hereunder. If nospecific direction as to voting is given or in the event of any other matter arising at the Meeting and at any adjournmentthereof, the proxy/proxies will vote or abstain from voting at his/her discretion. The authority herein includes the right todemand or to join in demanding a poll and to vote on a poll.
 (Please indicate your vote “For” or “Against” with a tick [÷] within the box provided.)
 No. Resolutions relating to: For Against
 1 Directors’ Report and Audited Accounts for the year ended 31 December 2004
 2 Payment of proposed a first and final dividend
 3 Re-election of Mr Teo Kiang Kok as a Director
 4 Re-election of Mr Christopher Murugasu as a Director
 5 Approval of Directors’ fees
 6 Re-appointment of Messrs Ernst & Young as Auditors
 7 Authority to allot and issue new shares
 8 Authority to allot and issue shares under the Hyflux Employees’ Share Option Scheme
 9 Authority to grant options and issue shares to Ms Olivia Lum
 Dated this ___________ day of ___________________ 2005
 Total number of Shares in: No. of Shares
 ________________________________________ (a) CDP Register
 Signature of Shareholder(s)(b) Register of Membersor, Common Seal of Corporate Shareholder
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Notes :
 1. Please insert the total number of Shares held by you. If you have Shares entered against your name in the Depository Register (as defined in Section 130A of theCompanies Act, Chapter 50 of Singapore), you should insert that number of Shares. If you have Shares registered in your name in the Register of Members, youshould insert that number of Shares. If you have Shares entered against your name in the Depository Register and Shares registered in your name in the Register ofMembers, you should insert the aggregate number of Shares entered against your name in the Depository Register and registered in your name in the Register ofMembers. If no number is inserted, the instrument appointing a proxy or proxies shall be deemed to relate to all the Shares held by you.
 2. A member of the Company entitled to attend and vote at a meeting of the Company is entitled to appoint one or two proxies to attend and vote in his/her stead. Aproxy need not be a member of the Company.
 3. Where a member appoints two proxies, the appointments shall be deemed to be alternative unless he/she specifies the proportion of his/her shareholding (expressedas a percentage of the whole) to be represented by each proxy.
 4. The instrument appointing a proxy or proxies must be deposited at the registered office of the Company at Hyflux Building, 202 Kallang Bahru, Singapore 339339 notless than 48 hours before the time appointed for the Meeting.
 5. The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly authorised in writing. Where the instrument appointinga proxy or proxies is executed by a corporation, it must be executed either under its seal or under the hand of an officer or attorney duly authorised. Where theinstrument appointing a proxy or proxies is executed by an attorney on behalf of the appointor, the letter or power of attorney or a duly certified copy thereof must belodged with the instrument.
 6. A corporation which is a member may authorise by resolution of its directors or other governing body such person as it thinks fit to act as its representative at theMeeting, in accordance with Section 179 of the Companies Act, Chapter 50 of Singapore.
 General:
 The Company shall be entitled to reject the instrument appointing a proxy or proxies if it is incomplete, improperly completed or illegible or where the true intentions of theappointor are not ascertainable from the instructions of the appointor specified in the instrument appointing a proxy or proxies. In addition, in the case of Shares enteredin the Depository Register, the Company may reject any instrument appointing a proxy or proxies lodged if the member, being the appointor, is not shown to have Sharesentered against his name in the Depository Register as at 48 hours before the time appointed for holding the Meeting, as certified by The Central Depository (Pte) Limitedto the Company.
 FOLD ALONG THIS LINE (1)
 FOLD ALONG THIS LINE (2)
 The Company Secretary
 HYFLUX LTDHyflux Building
 202 Kallang BahruSingapore 339339
 PLEASEAFFIX
 POSTAGESTAMP
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HYFLUX LTDHyflux Building202 Kallang BahruSingapore 339339T: (65) 62140777F: (65) 62141211www.hyflux.com
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