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BuSineS S at d Glance CITIC Pacific’s primary

focus is on providing basic infrastructure - power generation, communications,
aviation and civil infrastructure - in Hong Kong and mainland China. The
Company also manufactures special steel, distributes motor vehicles and

consumer products, and invests in and develops property.

Based in Hong Kong with a deep knowledge of China, CITIC Pacific consists
of sound businesses that produce good cash flows, with the potential to grow.
Our finance is well-structured and we have a tradition of operating with

excellent standards of corporate governance.

Trust, Reliability and Confidence.
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Power Generation CITIC Pacific builds, owns and operates power plants in
mainland China. Current total installed capacity in the power stations in which
we have an interest is 7,100MW and another 3,720MW is under construction.

Communications CITIC Pacific runs one of the largest game hosting
platforms in China and with the All-China Sports Federation and the Chinese
Olympic Committee promotes sports through e-platforms. CITIC Telecom 1616
is the leading 1DD wholesaler in Asia, cpcNet offers data services to customers
throughout Greater China, CITIC Guoan operates cable Tv networks in
mainland China and ct™ is Macau’s communications provider of choice.

Aviation CITIC Pacific is a key participant in the aviation sector through
Cathay Pacific Airways, Hong Kong Dragon Airlines, air cargo provider HACTL
and Air China Cargo.

Civil Infrastructure CITIC Pacific is either an owner or involved in the
management of all three of Hong Kong harbour crossings - vital facilities that
connect Hong Kong Island to Kowloon.
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Jiangyin steel plant is one of China’s leading manufacturers of special steels
such as bearing and gear steel.
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Dah Chong Hong and Sims Trading serve the people of Hong Kong and other
parts of China by distributing an array of motor vehicles, consumer and food
commodities, branded food, and household products.

Alone or with partners, CITIC Pacific develops, manages and owns properties
including Hong Kong’s CITIC Tower, Festival Walk, Discovery Bay, and
Shanghai’s New Westgate Garden, CITIC Square and Royal Pavilion.

CITIC Capital Markets Holdings, bio-pharmaceutical research and distance
learning are all developing businesses of the CITIC Pacific Group.



i %5 Bk 2
Financial Highlights

BB E ST E

in HK$ million

2004 2003

HERNA=TRHIEAEA
Six months ended 30 June

% 3R 445 73
ETEEBE QR BTN ER

%E

EEX

iz

4509

R T 0 3 5

HE R H

YES
FEXE2REEM

Profit Attributable to Shareholders
Major Businesses’ Contribution
Power Generation
Communications
Aviation
Civil Infrastructure
Special Steel Manufacturing
Marketing & Distribution
Property
Cash Contributed from all Businesses

1,363 419

208 149
111 112
549 (382)
161 443
207 76
146 129
267 239
1,390 1,370

LM EETTEHE

in HK$ million
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As at As at

30 June 31 December
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Capital Employed
Shareholder’s Funds
Net Debt

Available Loan Facilities

51,643 49,354
38,783 38,826
9,710 5,017
8,974 6,368

LOBB TR E

in HK$

HEXNA=TBIEAEAR
Six months ended 30 June

BRER
BRERE

Earnings per Share
Dividends per Share

0.62 0.19
0.30 0.30

BTHAE

Staff

12,611 11,629

HREEFSHFESTR

Please see page 51 for definitions of terms used
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Chairman’s Business Review
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CITIC Pacific recorded a net profit of HK$1,363 million in the first six
months of 2004 compared with HK$419 million in the same period last
year, an increase of 225%. The board recommends maintaining the interim

dividend of HK$0.30.

The main reasons for the increase in profits are that aviation rebounded
from the very depressed level that SARs produced in 2003; strong market
demand for power and special steel products and the improved

contributions from other businesses.

In the next few pages, I will describe the operating performance of our

businesses and the progress of our investment plan since the 2003 annual report.

Electricity demand remained high in China so the total amount of power
generated by our plants increased 219% to 25.2 billion KWH in the first
six months of 2004 compared with the same period in 2003. Of the total
electricity generated, North United Power, formed in the beginning of the
year, accounted for 15.8 billion KWH. It also contributed to the power
profit for the first time.

CITIC Pacific’s interest in the Ligang Power Station Phase I and II
increased to 65% in the beginning of the year. Construction of 71% owned
Ligang Phase III and IV (4x600MW) is progressing on schedule with
commercial operation expected in 2006 and 2007 respectively. Zhengzhou
Phase IIT (2x200MW) construction is also proceeding to plan for
completion of the first unit in 2006. Application for approval of the
pumped storage facility in Wuxi (700MW) has been submitted to the
relevant authorities. This project is also an important part of our

expansion in power.

The substantial increase in the price of coal has been widely publicized, as
has the logistical difficulty of securing coal. Coal costs are approximately
65% of the generation costs for power generating companies, so ensuring
sufficient supply and controlling costs has become even more important

than before. Our power team has worked hard to secure long-term volume
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coal supply contracts to ensure coal availability. The Chinese government
authorised tariff adjustments in the first six months of this year will
partially compensate the power generators for the sharp increase in coal
prices. Our team of power engineers will continue to control costs,

improve efficiency and to maintain the plants in first class condition.

Jiangyin Steel Mill had an excellent first half because of strong demand for
its special steels and the sharp increase in steel prices in the first quarter.
Profits rose more than 172% compared with the same period last year.

We believe that the production and sales of special steel products will

remain stable in the second half of the year.

The acquisition of Daye Steel announced by the Company earlier in the

year is in progress and pending approval from the relevant authorities.

CITIC Pacific’s communications businesses improved their contribution
compared with 2003 due mainly to improved performance at CITIC
Telecom 1616 and our Internet games business, which did not exist in the
first half of 2003. The game Legend of Mir3 has, in a short time, become a
very popular game in China with an average of 240,000 people playing
simultaneously at any one time. New games are currently being tested.
During the Athens Olympic Games, our joint venture with the All-China
Sports Federation and the Chinese Olympic Committee offered over the
Internet special interest services covering the Games from a Chinese

perspective.

All parts of our aviation business were buoyant in the first half of 2004 in
marked contrast to a year earlier. Passengers returned in great numbers
and both Cathay Pacific and Dragonair have regularly broken records for

the number of passengers carried. The volume of cargo was also excellent.
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Cathay Pacific achieved a profit of HK$1,771 million and Dragonair
HK$175 million compared with losses in 2003. Cathay Pacific launched a
daily non-stop flight to New York and began a code-share service to

Moscow with Aeroflot, and Dragonair to Tokyo.

It is of concern that the significant higher oil price has raised fuel costs
for both Cathay Pacific and Dragonair. But both airlines have levied fuel
surcharges on both passenger tickets and freight rates and continue to find

ways to control costs without adversely affecting safety or service.

Our Air China Cargo joint venture began its operation in January and has

been profitable with 302,000 tonnes of cargo carried in the first six months.

HACTL achieved a 16.4% growth in tonnage handled compared with the
same period of 2003 to reach 1,069,968 tonnes boosted by strong exports

in particular to Europe.

The profit contribution from Marketing and Distribution increased by 13%
largely due to solid performance on the trading side and a rebound of the

motor business in Hong Kong from its low last year.

Motor: In Hong Kong, DCH’s sales of commercial vehicles increased 23%
while passenger car sales rose 9%. In mainland China, the sales of
commercial vehicles could not repeat the particularly good performance
in 2003 while sales of passenger vehicles increased slightly due to the
continuous growth in domestically manufactured vehicles. The volume of
imported vehicles is likely to be still lower in the next six months, as many
purchasers may await the abolition of the import quota system in January
2005. As the half-year progressed, the tightening of the availability of
credit had an increasingly negative effect on both imported and domestic
manufactured vehicle sales. In the long-term, we remain confident in the
growth potential of the Mainland motor market as evidenced by the new
vehicle industry policy released by the Chinese government in June which

set a solid foundation for the future development of this industry.
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Trading: Thanks to an improved economic environment and the
management’s effort at continuously expanding product sourcing and
diversity, the trading business in Hong Kong improved significantly
compared with the same period a year ago. The increasing number of
Mainland tourists to Hong Kong has brought encouraging results to our
Shiseido joint venture in particular. Performance of bcH China remains
strong. Sims’ profit improved significantly due to the good performance in
its logistics operation and the new businesses it generated especially in the

mainland.

Activity in the Hong Kong property market has picked up as evidenced by
the good response to the re-launch sale of Discovery Bay’s Siena Two
where 128 units were sold in the month of July alone and as of today, 96%
of the units available have been sold. Construction work for Phase 13,
comprising approximately 560 apartments, commenced in May. Festival
Walk continues to be one of the most attractive shopping centres in

Hong Kong with full occupancy and rising revenue.

In mainland China, the New Westgate Garden residential project in
Shanghai began the pre-sale of 265 flats on August 18. Market response

was overwhelming.

We remain confident in the long-term prospects of the property markets

in mainland China and continue to seek land at attractive prices.

Finance

CITIC Pacific’s financial position remains very strong. In March, a HK$5.2
billion long-term syndicated loan facility was signed. At the end of June
CITIC Pacific had HK$10.7 billion in cash, deposits and available
committed facilities. The Group has ample financial resources to support

our future expansion plans.
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Looking to the Future

CITIC Pacific remains committed to our diversified business structure and
the China markets. Step-by-step progress is being made in implementing
our expansion plans. Although the macro economic measures taken by the
Chinese government will put certain constraints on some companies and
projects, CITIC Pacific’s major projects in power, special steel and
communications all have long-term growth potential. Stable cashflow and
a solid financial position will allow us to take advantage of good
investment opportunities, especially when credit is tight in the present
market. We believe that the growth and future of CITIC Pacific very much
depends on the prosperity and growth in mainland China, and in that we

have full confidence.

On behalf of all the directors, I would like to express my gratitude to all
the staff at CITIC Pacific for their unwavering support, commitment and

hard work, without which our progress would not be possible.

Larry Yung Chi Kin
Chairman

Hong Kong, 26 August 2004
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Of the Consolidated Financial Results
for the six months ended 30 June 2004

CITIC Pacific’s 2004 Interim Report includes a letter from the Chairman
to shareholders, the interim accounts and other information required by
accounting standards, legislation, and the Hong Kong Stock Exchange.
This Financial Review is designed to assist the reader in understanding
the statutory information by discussing the contribution of each business

segment, and the financial position of the company as a whole.

Pages 30 to 34 of the Interim Report contain the Consolidated Profit and
Loss Account, Balance Sheet, Cash Flow Statement and Statement of
Changes in Equity. Following these financial statements, on pages 35 to 41
of the Interim Report, are Notes that further explain certain figures

presented in the statements.

On page 42 is the report of CITIC Pacific’s auditor — PricewaterhouseCoopers -

of their independent review of CITIC Pacific’s Interim Report.

CITIC Pacific prepares its financial statements in accordance with generally
accepted accounting standards published by the Hong Kong Society of
Accountants. Hong Kong accounting standards broadly follow

International Accounting Standards.
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EXBoEEFER Business Segments Contribution
BEEEEEEOA TLTNAEEARMAZE  The contribution made by major business units in the first six months of
FIERL - B =R T =AM BT 2004, compared with the same period of 2003, were :
i F & R Contribution
B EET HK$ million 1-6/2004 1-6/20083 2004 - 20083
£ Power Generation 208 149 59
=B Communications 111 112 (1)
Mze Aviation 549 (382) 931
AR Civil Infrastructure 161 443 (282)
LR e S Special Steel Manufacturing 207 76 131
SHE R D EH Marketing & Distribution 146 129 17
ES Property 267 239 28
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Compared with the contribution for the six months ended 30 June 2003:

Power Generation: the increased demand for electricity and a first

contribution from North United Power resulted in higher contribution.

Communications: CITIC Telecom 1616’s contribution increased due to
improved margins. Operating results at CTM was weaker than in 2003,
while CITIC Guoan was relative stable and other business invested in

new products and services.

Aviation: the market for passenger travel was buoyant in the first half
of 2004 in a contrast to the previous year when SARS caused a dramatic

reduction in passenger traffic.

Civil Infrastructure: the tunnels in Hong Kong increased their
contribution 17% and the overall decrease was due to the sale of

bridges, tunnels and a road in Shanghai in the first half of 2003.

Special Steel Manufacturing: significantly higher margins were achieved

in 2004 due to a considerable increase in the demand for steel.

Marketing & Distribution: the non-motor trading business of DcH and
s1Ms had much improved results in both the Hong Kong and mainland
markets. The motor business remained highly competitive in all markets,
DCH sold 14% more vehicles in Hong Kong, while sales in the mainland
were flat. Profits improved in Hong Kong particularly due to commercial
vehicle and catalytic converter sales and motor leasing but were lower in

the mainland due to a change in product mix.

Property: income from rental properties rose in both Hong Kong and

Shanghai.
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Pages 36 and 37 of the Interim Report contains business segment
information for turnover and profit before net finance charges and
taxation for consolidated activities, jointly controlled entities and

associated companies.

Geographical Distribution

The division of contribution and assets between Hong Kong, mainland
China and overseas is shown below based on the location of the base of
each business’s operations. There was a decline for the amount contributed
by the mainland China components following the disposal of the bridges
and tunnels in Shanghai in mid-2003.

& 5 2% 1%
Geographical Distribution
== g .
BE-TEMEAASTALAEA g9 I TREE 20%
Six months ended 30 June 2004 sa une
64%
i FIE B % FRETEZEE %
Contribution % Assets at Book Value %
B EAERITTEUE Hong Kong SAR 7 B Mainland China 55N Overseas
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Interest Expense
The Group’s interest expense decreased from HK$215 million to HK$163

million mainly due to a decrease in borrowing cost.

Amortisation

Accounting standards require certain adjustments that are unrelated to

the cashflow of our businesses. Goodwill - the amount paid for buying a
business that exceeds the value of its physical and identifiable assets - must
be amortised to the profit and loss account over its useful life not exceeding
20 years. In 2004, HK$110 million of goodwill was amortised to the profit and

loss account, a HK$11 million increase compared to the first half of 2003.

Taxation
Taxation increased from HK$219 million in 2003 to HK$284 million in
2004. The components of the taxation charge for the half year are set out

in Note 5 of the Interim Report.

Shareholders’ Returns

CITIC Pacific’s primary objective is to increase shareholder value for which
it has used earnings per share as a proxy. The Company expects its businesses
to provide returns on investment over their lives that will provide shareholders

with an adequate return on equity.
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Earnings per Share

Earnings per share were HK$0.62 for the six months ended 2004, an
increase of 225% compared with HK$0.19 for the same period in 2003.
The number of shares outstanding in the two years was substantially the
same so all the increases in earnings per share was attributable to the

increase in profit.
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Shareholders’ Funds per Share

Shareholders’ funds per share at 30 June 2004 was HK$17.7, the same as at

31 December 2003.
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BiiE Dividend per Share
CEFNEZEERERTRE S GRUER Aninterim dividend of HK$ 0.30 per share is proposed for 2004, the same
0.307C » Bl =T F ZAF K T A - as in 2003 and 2002.
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Turnover

The largest component of Turnover is the sale of goods and services, but
other items such as sales of assets are included. Only the turnover from
businesses included as Consolidated Activities is reported - they
contributed HK$969 million to the net profit before taxation - turnover in

jointly controlled or associated companies is not reported.

Marketing & Distribution turnover increased 5% in the six months ended
30 June 2004 compared with the same period in 2003. Motor trading
turnover increased 9%, other trading and distribution turnover increased
slightly by 1%. Special Steel Manufacturing turnover increased 53% mainly
due to increased sales price of special steel, while communications turnover

decreased 5% mainly due to the decreased price of international calls.

Other turnover in 2003 included the sales of bridges, tunnels and a road in

Shanghai at a consideration of HK$6.2 billion.
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& 27 Sale of Businesses
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Capital Expenditure
Investment in the power sector included the acquisition of an additional
indirect interest of 8.7% in Ligang Power Station, an additional 20%

interest in Fengtai Power Plant, and 20% of North United Power.

In the Special Steel Manufacturing sector, the acquisition of additional
interests in the Jiangyin Steel Plant described in an announcement dated

19 January 2004 was completed late in the first half of 2004.

The Air China Cargo joint venture began operation in January, while

property developments in Shanghai are continuing.

An additional capital contribution to CITIC Capital Markets was made
in ‘Other Sectors’. In 2003 an investment was made in a pharmaceutical

project.

Marketing and Distribution purchased additional vehicles to expand its

motor leasing business in both periods.

In the Civil Infrastructure sector, an investment was made in a waste

treatment plant in Shanghai.

As at 30 June 2004, the Group’s contracted capital commitments were

HK$ 4.8 billion.

EREX Capital Expenditure

B EET HKS$ million 1-6/2004 1-12/2003
BE Power Generation 1,184 144
LERERTE S Special Steel Manufacturing 1,038 537
fze Aviation 518 -

S Property 511 104
Hh%% Other Sectors 269 195
HsES Communications 134 185
SHE K iH Marketing & Distribution 86 211
AR Civil Infrastructure 50 5

14
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Group Liquidity and Capital Resources

The Group’s policy is to maintain a high degree of financial control and
transparency. Financing and cash management activities are centralised at
head office level to enhance risk management, control and the best

utilisation of financial resources of the Group.

Funding sources are diversified through utilisation of both the banking
and capital market. To the extent it is possible, financings are arranged to
match business characteristics and cash flows. Limited or non-recourse

project finance is employed when it is available and appropriate.

CITIC Pacific conducts business mainly in Hong Kong and mainland
China, therefore is subject to market risk in the foreign exchange rate of
the HK Dollar, US Dollar and Renminbi. To minimise currency exposure,
non Hong Kong dollar assets are usually financed in the same currency as
the asset or cash flow from it, either by borrowing or using foreign exchange
contracts. Achieving this objective is not always possible due to limitation
in financial markets and regulatory constraints, particularly on investment
into mainland China as currently, the Renminbi is not a free convertible
currency and an on-shore forward market has not been developed. In
addition, ‘Registered Capital’, which is usually accounted for no less than
25% of the total project investment amount, is required to be paid in US or
HK Dollars. As a result, CITIC Pacific has an increasing exposure to the
Renminbi. As of 30 June 2004, around 29% of the Group’s assets were based in

mainland China.

The Group aims to maintain a suitable mixture of fixed rate / floating rate
borrowings in order to stabilise interest costs despite rate movements.
Interest rate hedging ratio is determined after taking into consideration of the
general market trend, the Group’s cash flow pattern and interest coverage
ratio. The Group actively employs interest rate swap transactions to manage

long term interest risk.
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The Company only uses derivative transactions for interest rate and
currency hedging purposes, speculative trading is prohibited. Counterparties’
credit risks are carefully reviewed. In general, the Company only deals with
financial institutions with credit rating of single A or above. The
counterparties’ lending exposure to the Group is also an important

consideration as a means to control credit risk.

By design, most of the Group’s debt is raised at the holding company level. As
such, the net amount of cash flow from each business to the Company is an
important indicator as to the Company’s ability to service its debts. During
the period, the Group’s cash flow remained stable and strong. Following is a

summary of the cash contribution by each business segment for the period:

Hz=XNA=+HIEAEA
For the six months ended 30 June

BB EET HK$ million 2004 2003
BEXRER Infrastructure

BE Power Generation 148 185
E=RiiEdi Civil Infrastructure 180 158
e Communications 49 153
Mz Aviation 428 268
W Property 525 529
HERDH Marketing & Distribution 39 62
&5t Total 1,369 1,355
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From Regular Cash Flow per Share
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From Cash Flow per Share from the Sale of Businesses

BERNA=THIXEAR

FEREREMNE Consolidated Cash Flow Summary For the six months ended 30 June
BB BT HKS$ million 2004 2003
WeFEREe/ (WER) Net Cash generated from / (invested in)
FEEK consolidated activities (79) 908
HEZE 8 jointly controlled entities (1,092) (85)
/N associated companies 50 (857)
RE investments (66) 324
HEXGEZREEES Sale of business interests and marketable securities 2 210
BRI RRHEBZEE Capital expenditure and investment in new businesses (1,435) (360)
g Tax (97) (23)
BEXNMEFA Net interest paid (166) (221)
(2,883) 396
BEARE Dividends paid (1,533) (3,720)
BB M Increase in borrowings 2,024 2,445
AT R Share options exercised 30 -
521 (1,275)
RekERRE 2D Decrease in cash and cash equivalents (2,362) (879)
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Group Debt and Liquidity

As of 30 June 2004, the Group’s total outstanding debt was HK$12.9 billion
(31 December 2003: HK$10.5 billion), cash and deposits with banks were
HK$3.2 billion giving a net debt of HK$9.7 billion compared to HK$5
billion at 31 December 2003. Leverage, measured by the net debt to total
capital, was 20% (31 December 2003: 11%). The increase in net debt was
mainly due to the new investments in power plants, air cargo, special steel

manufacturing and residential property development.

Total Debt

Total debt increased due to new investments as mentioned above. The debt
at 30 June 2004 that will be mature upto end of 2005 amounted to 11% of the
total debt and at that date the Group had deposits with banks of HK$3.2

billion exceeding the loans due for repayment in second half of 2004.

EERE
Total Debt
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The denomination of the Group’s borrowings before and after currency

B 2 AE BB G AP K& R Z W swaps as well as cash and deposit balances in various currencies as of
mr 30 June 2004 were summarised as follows:
wE Denomination

BT ESM AR H HAth, oy
B EETEE HK$ million Equivalent HK$ Us$ Renminbi Yen Other Total
RAEEZEE Borrowings in original currency 7,035 4,492 555 577 201 | 12,860
EmEBR 2 EE Borrowings after Currency Swaps 8,933 2,594 555 577 201 | 12,860
Re REFER Cash and Deposits 394 1,667 831 236 22 3,150
BH% 258 (3R£) F5 Net Borrowings (Cash) after Swaps 8,539 927 (276) 341 179 9,710

BAh > R E RN TR AT AR TR A BT 2
SN/ WIREG ) TH -

% R ERIR
WZEERNENRAZ+H - AL KR
2 DA o= e AR L iy R SO B ¥
R R IEC A BHAISER
B M W LA TT R B T AR R -

In addition, the Company entered into currency forward / option

contracts as described under ‘Derivative Products’.

Available Sources of Financing

As of 30 June 2004, the Group’s undrawn available facilities consists of
HK$7.5 billion in committed long term loans and HK$1.5 billion of
money market lines. In addition, available trade facilities amounted

to HK$1.9 billion.

[E)- &L REBLRE HAEE
BEEET HKS$ million Total Facilities Outstandings Available Facilities
BREER Committed Facilities
RITEXK Bank Loans 15,486 7,976 7,510
2IREFH Global Bonds 3,510 3,510 -
FABE Private Placement 780 780 -
BAEEHE Total Committed 19,776 12,266 7,510
REERZEER Uncommitted Facilities
BE¥mISEER Money Market Lines 2,051 587 1,464
HH5 8% Trade Facilities 2,506 565 1,941
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Maturity Profile of Outstanding Debt
The Group actively manages and extends its debt maturity profile to ensure
that the Group’s maturing debt each year will not exceed the anticipated

cash flow and the Group’s ability to refinance the debt in that year:

2009 F

B EE T R LAtE A& ERES

2009 and
HK$ million 2004 2005 2006 2007 2008 Beyond Total Percentage
NSIE
Parent Company' 184 0 1,869 2,687 2,965 3,510 11,305 88%
{EyEENG]]
Subsidiaries 573 552 252 115 63 - 1,655 12%
BEAERS
Maturing Debt 757 642 2,121 2,802 3,028 3,510 12,860 100%
ERaR:
Percentage 6% 5% 16% 22% 24% 27%  100%

1. BE—FERFERNHKLZZENE R FAE
TTAENEL TEETZZRES

U N A
U A MR —FEFNERA =+ HZ AR
Fir s R ~ A2~ BRGSO -

1. Including a US$450 million global bond which was issued by a wholly owned
special purposes vehicle.

Financial Position at a Glance
The charts below show the type, interest rate, maturity and currency

profiles of borrowings of the Group as at 30 June 2004:

HARRAZEER
Available Facilities by Type

EHBE—HENE—TFET
Total HK$10.92 billion

69% 13% 18%

B HIR Term Loan I 5T Money Market Bl E 5 Trade
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Outstanding Debt by Type
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Financial Guarantees and Pledged Assets

The aggregate amount of guarantees given by the Company and its
subsidiaries which were not included in consolidated borrowings was
approximately HK$674 million as of 30 June 2004, primarily related to a
guarantee to support CITIC Pacific’s share of the loan facilities at Jilin

Power Station.

As at 30 June 2004, assets of HK$79 million were pledged to secure
banking facilities utilised by subsidiaries, mainly related to Dah Chong

Hong’s trading business overseas.

Debt / Cash in Jointly Controlled Entities and
Associated Companies

For accounting purposes, some of the Group’s businesses are classified as
jointly controlled entities and associated companies. The following table
shows the debt / cash position of jointly controlled entities and associated
companies as of 30 June 2004 which under Hong Kong generally accepted

accounting standards is not consolidated into the Group’s accounts.

waEFE/ hEREEN EhERERANE
(BEe) ZBEFE/ (B NEIERZ BE
Amount of debt
Proportion of Net Debt/ guaranteed by
E ] Business Sector Total Net Debt/ (Cash) attributable CITIC Pacific or
B EET HKS million (Cash) to CITIC Pacific its subsidiaries
BEARER Infrastructure
EE Power Generation 2,443 1,198 657
AR Civil Infrastructure 2,904 1,070
e Communications 1,000 617
Mz Aviation 13,945 3,387
HERDH Marketing & Distribution 741 372
L/ Property (338) (126)
Hit Others (897) (449)
19,798 6,069 657
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Festival Walk and Discovery Bay are financed by their shareholders and
do not have external borrowings; other associated companies and jointly
controlled entities raise debt to finance their operational activities without
recourse to their shareholders, except for Jilin Power Station as declared

under Financial Guarantees and shown in the above table.

Derivative Products
CITIC Pacific employs a combination of financial instruments, including
derivative products, to manage its exposure to fluctuations in interest and

currency rates.

The Company uses interest rate swaps, forward rate agreements and
interest rate option contracts to hedge exposures or to modify the interest
rate characteristics of its borrowings. As of 30 June 2004, the Company
had outstanding interest rate swap / option contracts with a notional
amount of HK$8.5 billion. After the swaps, effectively HK$9.0 billion or
70% of the Group’s total borrowings were paying floating rate and the

remaining were effectively paying fixed rate of interest.

The overall weighted average all-in cost of debt (including fees and
hedging costs) for the six months ended 30 June 2004 was about 3.4%,

compared with 4.6% for the same period last year.

The underlying cash flow of the Group’s businesses is mainly in HK
dollars or in Renminbi. To minimise potential US dollar debt and interest
exposures, the Company entered into foreign exchange swap, forward and
option contracts. As of 30 June 2004, such contracts outstanding

amounted to US$570 million.

The Company also entered into Renminbi Non Deliverable Forward or
known as ‘NDF’ contracts for purpose of hedging the projected dividend
receivable from various projects in the mainland. These dividends are
originally denominated in Renminbi and required to be converted to
USD at time of the payment. As of 30 June 2004, total outstanding NDF

contracts amounted to US$35 million.
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Leverage
Net debt divided by total capital was 20% at 30 June 2004 compared with
11% at the end of 2003.
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Based on the Company’s calculation and / or the mark to market price
quotation obtained from major financial institutions, the aggregate fair
value of all the outstanding derivative transactions as at 30 June 2004 was

approximately a positive value of HK$17 million.

Contingent Liabilities
As at 30 June 2004, the Group’s contingent liabilities had not changed

significantly from the last year end.

I & 7K 4858 Total Capital
Bl & EFENE AR 4E % Net Debt/ Total Capital %

I & {5558 Net Debt
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Interest Cover

EBITDA divided by interest expense for the six months ended 30 June 2004

was 15.1 compared to 6.3 in the same period in 2003, due to the 225%

increase in profit and a 24% decrease of total interest expenses.

FE &8
Interest Cover
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Loan Covenants

Over the years, CITIC Pacific has developed a set of standard loan covenants
to facilitate the management of its loan portfolio and debt compliance. The
financial covenants are generally limited to minimum net worth undertaking;
a maximum ratio of total borrowings to net worth and a limit on the
amount of pledged assets as a percentage of the Group’s total assets. As at

30 June 2004, CITIC Pacific is in compliance with all of its loan covenants.

Credit Ratings

The Company has been assigned an investment grade foreign currency
long term credit rating of Baa3 by Moody’s Investor Service and BBB- by
Standard & Poor’s. For both ratings, the current credit outlook is stable,
reflecting CITIC Pacific’s strong financial profile including low leverage,
diversified business and strong cashflow. The Group’s leverage, measured
by the net debt to total capital, was 20%. Interest cover, defined as EBITDA
divided by interest expense, was 15.1 for the six months ended 30 June
2004. We believe that these financial indicators demonstrated the Group’s
financial strength. The Company’s objective is to maintain its financial

discipline aiming to improve its credit rating going forward.

Forward Looking Statements

This Interim Report contains certain forward looking statements with
respect to the financial condition, results of operations and business of the
Group. These forward looking statements represent the Company’s
expectations or beliefs concerning future events and involve known and
unknown risks and uncertainty that could cause actual results, performance
or events to differ materially from those expressed or implied in such

statements.

Forward looking statements involve inherent risks and uncertainties.
Readers should be cautioned that a number of factors could cause actual
results to differ, in some instances materially, from those anticipated or

implied in any forward looking statement.
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The headcount of the Group increased by 3.6%, from 12,174 at the end of
December 2003 to 12,611 at the end of June 2004. The number of employees
in the mainland reached a new high of 8,376 as the Group continues to
step up its development and investment in China. The headcount in

Hong Kong and the rest of the world remains stable at 4,000 and 235
respectively. The total staff cost for the six months ended 30 June 2004 was
HK$676 million.

As reported previously, the efficiency enhancement measures undertaken by
the Group in the last few years have brought new focus on cost management
and performance achievement. With the recovery of trading conditions in
the region after the SARS outbreak, the Group is aware of the renewed

demand on manpower in several industries and is reacting appropriately.

CITIC Pacific is committed to providing a healthy organizational environment
for individual’s development. With the ever growing cross-border business
activities between Hong Kong and the mainland, the Group encourages
and is actively promoting business integration, knowledge sharing and
skills transfer between staff in the two territories. In addition to providing
job-related training and development programmes aimed at helping employees
improve work performance and preparing for future development, the
Group also organizes and encourages staff to participate in wellness/fitness

activities that are conducive to good health and well-being.

In the latter half of every year, CITIC Pacific conducts reviews on the terms
and conditions of employment to ensure that the overall compensation and
benefits offered to staff are internally equitable and externally compatible
with major employers. Market data, along with industry practices and
emerging trends, are taken into consideration when formulating related
staff programmes. The Group will continue to ensure that its compensation
policies are reflective of individual performance. No major amendment to
human resource management policy or procedure has been executed in

the last 6 months.

CITIC Pacific and its staff continue to support charitable work and the
promotion of education, environmental protection, sports, culture and the
arts by sponsorship and participation in related activities in Hong Kong,

the mainland and overseas countries.
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CITIC Pacific is committed to excellent standards of corporate governance
and a full description of the operation of the Board, system of internal
control, Audit Committee, Remuneration Committee, Codes and financial

reporting may be found on page 55 of the 2003 Annual Report.

The Board currently comprises ten executive and six non-executive
directors of whom four are ‘independent’ under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited

(the ‘Listing Rules’).

The Audit Committee has reviewed the Interim Report with management
and the Company’s internal and external auditors and recommended its
adoption by the Board. The Audit Committee is consisted of two independent
non-executive directors, Messrs. Alexander Reid Hamilton (Chairman) and
Hansen Loh Chung Hon and one non-executive director, Mr Willie Chang.
The Committee members possess diversified industrial and professional

experience including that of accounting and finance.

The Interim Accounts, which are prepared in accordance with SSAp 25
‘Interim Financial Reporting’, have been reviewed by the Company’s
independent auditors PricewaterhouseCoopers in accordance with the
Auditing Standard sAs 700 ‘Engagements To Review Interim Financial
Reports’ except that the scope did not extend to the results of the listed

associated company, Cathay Pacific Airways Limited.

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Companies contained in Appendix 10 of the Listing
Rules. Having made specific enquiry, all Directors have complied with the
required standard set out in the Model Code throughout the six months
ended 30 June 2004.

Throughout the period, the Company was in compliance with the Code of
Best Practice contained in Appendix 14 of the Listing Rules.



AR

Corporate Information

ARBERRITMPER

WP EREE R ERE =+
Bk 0 2820 2111

W SCEE - 2877 2771

48 1t

www.citicpacific.com #H #15 % 5 2 5
A~ 1) e R R 2 B A i D B 5 A
B O BT R B A OB o

FUWH G5 0267
ZigE - 267 HK

HeEAE + 0267. HK

EBIE LSS © CTPCY
CUSIPZ % i %% : 17304K102

ROBFERE

A R A (e~ S R L~ BUBR B
SRE > ORI A AL W 2 B B LR
AR A R A R (k5 & W AT L ATE
H AN SRR RATIE E O T ) o IRATECE
2980 1333 » sl JE S H 2810 8185 ©

EHRPURE

FBC SRR i) e A 5O T MR 3R AR i B e
e I BRI A o FOAl A - R R AR A R BR
A6 R 252820 2111 > [ 3¢ B80S S
2877 2771 » # % contact@citicpacific.com
Bk T E LR IOA Bl 19 ED R A

REEBHE
BOEE ~ BOR BT FE 0 At B ATk 1508 B R
ABF > RS SRS 452820 2004 [ U ELERS £
21046632 - BifZinvestor.relations@citicpacific.com
BLER o

BBAR

WA F SR 0 CEEEALAT=AZE
ZERENFALA+TLH

REPHKE - ZFRWENLA T H

Headquarters and Registered Office

32nd Floor, CITIC Tower, 1 Tim Mei Avenue, Central, Hong Kong
Telephone: 2820 2111

Fax: 2877 2771

Website
www.citicpacific.com contains a description of CITIC Pacific’s business,
copies of both the full and summary financial reports to shareholders,

announcements, press releases and other information.

Stock Codes

The Stock Exchange of Hong Kong: 0267
Bloomberg: 267 HK

Reuters: 0267. HK

American Depositary Receipts: CTPCY
CUSIP Reference No: 17304K102

Share Registrars

Shareholders should contact our Registrars, Tengis Limited, Ground Floor,
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong on 2980 1333, or by fax: 2810 8185, on matters such as transfer

of shares, change of name or address, or loss of share certificates.

Annual and Interim Reports
Shareholders may obtain printed copies of annual and interim reports from
the Registrars. Others should contact the Company Secretary on 2820 2111

or fax: 2877 2771 or at contact@citicpacific.com for a printed report.

Investor Relations
Investors, shareholders and research analysts may contact the Investor
Relations Department by telephone at 2820 2004, by fax: 2104 6632 or at

investor.relations@citicpacific.com.

Financial Calendar
Closure of Register: 13 September 2004 to 17 September 2004
Interim Dividend payable: 22 September 2004
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A HEAR
Consolidated Profit and Loss Account

#WENH =T HIEASM A —K 55 ¥ for the six months ended 30 June - unaudited
(i

LB EETAE in HK$ million Note 2004 2003
=E 301 Turnover 10,872 15,695
REEBRR Profit from Consolidated Activities 3 1,075 1,025
Pk & R s 18 Share of Profits Less Losses of

HEZEHER Jointly Controlled Entities 170 148

4N Associated Companies 730 (239)
B R Net Finance Charges 4 (110) (184)
BRBLATR R Profit before Taxation 1,865 750
| Taxation 5 (284) (219)
BRE&ER Profit after Taxation 1,581 531
LYRRER Minority Interests (218) (112)
B R PE R EF Profit Attributable to Shareholders 1,363 419
BE Dividends 6

ERPHRE Interim Dividend Proposed (657) (657)
SRBEF (B%T) Earnings per Share (HK$) 7

=R Basic 0.622 0.191

- - Diluted 0.622 N/A
BRRE (B¥T) Dividend per Share (HK$)

o Interim 0.30 0.30
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Consolidated Balance Sheet

RIEEZ BB
g2 QU ZET=F
Bt 5 RNA=+H +=—A=+—8H
Unaudited Audited
BB EE T E in HK$ million Note 30 June 2004 31 December 2003
BE&EE Fixed Assets 16,307 15,526
HEEGIEE Jointly Controlled Entities 5,330 4,085
Bt A ] Associated Companies 23,678 22,805
rE Investments 1,060 1,027
maE Goodwill 91 223
EEHELEE Deferred Tax Assets 88 85
RBEE Current Assets
HEME Properties held for sale 335 336
GFE Inventories 2,274 1,880
EWERTE - IR - 12 & Debtors, accounts receivable,
RIERRIE deposits and prepayments 8 5,158 4,248
Be RBITFER Cash and bank deposits 3,150 5,511
10,917 11,975
REEE Current Liabilities
RITER EMERREX Bank loans, other loans and overdrafts
B IR secured 73 49
AR unsecured 827 826
FERTERTE - [EERA - & Creditors, accounts payable,
KRR deposits and accruals 8 3,804 3,912
T IB B Provision for taxation 141 108
4,845 4,895
REBEEFHE Net Current Assets 6,072 7,080
EEAERRBEE Total Assets Less Current Liabilities 52,626 50,831
REAEN Long Term Borrowings (11,960) (9,653)
EEHREBEAE Deferred Tax Liabilities (323) (325)
40,343 40,853
B XF Financed by
;& Share Capital 876 875
A Reserves 37,250 36,419
2ERE Proposed Dividend 657 1,532
BERES Shareholders’ Funds 38,783 38,826
DPERREER Minority Interests 1,560 2,027
40,343 40,853
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Consolidated Cash Flow Statement

HWEANA=ZTHIEAEA—RE

894 4% for the six months ended 30 June - unaudited

BB EETiE in HK$ million 2004 2003

REEBZRERE Cash Flows from Consolidated Activities

HIBBI S B BE Z A E%mFl  Profit from Consolidated Activities after Net Finance Charges 965 841

R FE Net interest expense 98 173

REKREW R Income from investments (217) (177)
EREH Depreciation & amortisation 330 296

k3! Amortisation of goodwill 7 5

HEBRTEEZER Loss on disposal of fixed assets 15 -
ETEEEZRE Impairment loss of fixed assets 9 -
L E B QB 2T Profit on disposal of subsidiary company - 2)
HERE 2 F Profit on disposal of investments - (325)
Rt EER BB 4L m T Operating Profit before Working Capital Changes 1,207 811

FEEN Increase in inventories (256) (66)
JEUERTE - RIURR - iRe R Increase in debtors, accounts receivable,

FEA FRIE L N deposits and prepayments (791) (473)
EHRERD Decrease in listed investments - 1
ERTERIE - ENERA - Be R (Decrease) / increase in creditors, accounts payable,

FERTFRIE ORL ) / E deposits and accruals (251) 635
INEERZE Effect of foreign exchange rates 12 -
HERBELZHS Cash Generated from Consolidated Activities (79) 908
2 WH8 Interest received 36 13
BERFA Interest paid (202) (234)
B TSR Income taxes paid (97) (23)
GRAEBZRERE Net Cash from Consolidated Activities (342) 664

32



KB EZ T E in HK$ miflion 2004 2003
ARBREEBZBER Cash Flows used in Investing Activities
BAKBAR Purchase of subsidiary company 34 8
BBANE AR 2 Purchase of additional interests in a subsidiary company (383) -
BABTAE Purchase of fixed assets (1,103) (381)
RERZHIER ZIRE Investment in jointly controlled entities (1,053) (94)
REE QR ZIRE Investment in associated companies (846) -
HEBREEEMS Proceeds on disposal of fixed assets 17 21
HEREMEF Proceeds on disposal of investments 2 188
LEWBRAE Disposal of subsidiary companies - 14
&R E 2 BREM Increase in loans to jointly controlled entities (60) -
BEZ (Bm)/ md (Increase) / decrease in investments (80) 181
BFEE T ZEFELD / (8M) Decrease / (increase) in loans to associated companies 302 (720)
#eH ARz REMA Dividend income from associated companies 594 363
LA 5 B 2 AR B Dividend income from jointly controlled entities 21 9
HEEEREMFRE Income from investments 14 143
ARREXRZRETFE Net Cash used in Investing Activities (2,541) (268)
REMEZRESRE Cash Flows from Financing Activities
BITHR D Issues of shares 30 -
FEE New borrowings 2,860 2,795
BEER Repayment of loans (644) (323)
DB S 2 H Decrease in minority interests (192) (27)
G Dividend paid (1,533) (3,720)
KRB/ (AR)BECESTE Net Cash from / (used in) Financing Activities 521 (1,275)
ReRERBE 2RV BEHE Net Decrease in Cash and Cash Equivalents (2,362) (879)
E—HA—-BAZBELREEARS Cash and Cash Equivalents at 1 January 5,469 2,513
IEERSBHE Effect of Foreign Exchange Rate Changes - 2)
ERA=+HZzESRERES Cash and Cash Equivalents at 30 June 3,107 1,632
REeRERREFEFZIN Analysis of the Balance of Cash and Cash Equivalents
Be RIRITTER Cash and bank deposits 3,150 1,650
RITHEX Bank overdrafts (43) (18)
3,107 1,632
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Consolidated Statement of Changes in Equity

HWENH = HIEASEA—KLH% 4 for the six months ended 30 June - unaudited
BB EETiE in HK$ million 2004 2003
—HA—H At 1 January 38,826 42,538
FRAGHEE A B R Share of Reserve of Associated Company 86 (116)
SIEREER Exchange Translation Differences 11 2
REEE Reserves Released - 2
ARGEBREREI 2 W/ Net Gain / (Losses) Not Recognised in

(1)) F8 the Consolidated Profit and Loss Account 97 (112)
R SR PB4 2 R Profit Attributable to Shareholders 1,363 419
BRE Dividends (1,533) (3,720)
EITEERE Share Options Exercised
B UERH B Premium received 29 -
BT Share capital issued 1 -

38,783 39,125
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Notes to the Accounts

1 EEEFBR
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Ty AR % A s 8wl R T AR A 2 U
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b iR R R 16 2 B R
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i

45 B AR B 2 PR - BUR R
CEBEET AT —HILEEZ R4
W FL B8

1 Significant Accounting Policies

These condensed unaudited consolidated interim accounts (‘the
Accounts’) are prepared in accordance with Hong Kong Statement

of Standard Accounting Practice (‘ssap’) No. 25 ‘Interim Financial
Reporting’ issued by the Hong Kong Society of Accountants and Appendix
16 to the Listing Rules of The Stock Exchange of Hong Kong Limited.

The Accounts should be read in conjunction with the 2003 annual

accounts.

The accounting policies used in the preparation of the Accounts are
consistent with those used in the annual accounts for the year ended

31 December 2003.
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f5 B i 7 Notes to the Accounts

2 EXBERDBEXHER 2 Turnover and Segment Information

AR i E B B2 EME XM AR An analysis of the Group’s turnover and profit from consolidated activities
AR S R BT AR S SE B A - LLRSEE before net finance charges and share of profits less losses before taxation of
I A S ] 42 o) B R R > WIBRBLRTIEE AU jointly controlled entities and associated companies by principal activities

[ Fic are as follows:
FriE R Fii&
HE-ZZEMEA=+HIEXEA Fa ZHER BMEAR SR PoN |
LB EBTAtE B E Yol wAEER RFREBE SEEF  EBoRR  EBET
Share of Share of
Profits Less Profits
Losses of Less
Profit from Jointly Losses of
Six months ended 30 June 2004 Consolidated Controlled  Associated Group Segment Segment
in HK$ million Turnover Activities Entites  Companies Total  Allocations Profit
BEEFEBEIN
By principal activity
EmER
Infrastructure
%S
Power Generation 214 173 4 27 204 - 204
ERE
Communications 736 56 49 32 137 - 137
miz
Aviation - - 17 518 535 - 535
AR
Civil Infrastructure 260 161 46 35 242 - 242
SR
Special Steel Manufacturing 3,206 439 - - 439 - 439
HERDH
Marketing & Distribution 6,092 206 14 4 224 (36) 188
L/ES
Property 230 182 - 114 296 36 332
Hits
Others 134 20 40 - 60 - 60
W —RRITEHER
Less: General & Administration Expenses - (162) - - (162) - (162)
10,872 1,075 170 730 1,975 - 1,975
WIS X R
Net Finance Charges (110)
B
Taxation (284)
MRBLE ST
Profit after Taxation 1,581
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2 Turnover and Segment Information continued

FriG R Fi&
HE-_ZTZT=FA=+HIEAHEA ira ZHERE  BMEAR PR | boR |
LB HETAE = ES 7ol wmAER RFREBE  £EEH  EBESR  EKEF
Share of Share of
Profits Less Profits
Losses of Less
Profit from Jointly  Losses of
Six months ended 30 June 2003 Consolidated Controlled  Associated Group Segment Segment
in HK$ million Turnover Activities Entites Companies Total  Allocations Profit
BEEZZE N
By principal activity
EWER
Infrastructure
%EE
Power Generation 138 131 16 - 147 - 147
EB%
Communications 773 42 55 41 138 - 138
Aviation - - - (405) (405) - (405)
AR
Civil Infrastructure 6,413 465 31 34 530 - 530
SRS
Special Steel Manufacturing 2,092 168 - - 168 - 168
HERDH
Marketing & Distribution 5,778 181 9 4 194 (38) 156
LIES
Property 205 168 - 87 255 38 293
Hity
Others 296 36 37 - 73 - 73
B —RROTBER
Less: General & Administration Expenses - (166) - - (166) - (166)
15,695 1,025 148 (239) 934 - 934
B R
Net Finance Charges (184)
HIE
Taxation (219)
MRBLRRF
Profit after Taxation 531
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B B Mf 5= Notes to the Accounts

2 EXBERNBEEGER 2
DA o o 30 s 3 ) 532 4 101 S BT

2 Turnover and Segment Information continued

An analysis of the Group’s turnover by geographical area is as follows:

HEXA=+BIEXEA
Six months ended 30 June

LB EETAE in HK$ million 2004 2003

FZ 2 [ 13 53 W7 By geographical area

aBE Hong Kong 3,649 3,665

R Mainland China 6,599 11,513

A Japan 226 189

Efh Others 398 328
10,872 15,695

3 AR ERU A O R A AR

3 The profit from consolidated activities is arrived at after crediting and

charging:

HZENAZTAHLEAEA

Six months ended 30 June
LB EETAE in HK$ million 2004 2003
TERBUWA Dividend income from investments 214 143
BB RN FHE Net gain from investments - 323
BEEFERA Cost of inventories sold 7,659 6,565
PrE R Depreciation and amortisation 330 296
[EEE S Goodwill amortisation 7 4

4 WSO B (B AR SO B ik
—EATEZEEHT (ZFF=F R
—THhHMT) -
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4 Net finance charges included interest expense of HK$163 million

(2003: HK$215 million).
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5 Hong Kong profits tax is calculated at 17.5% (2003: 17.5%) on the

estimated assessable profit for the period. Overseas taxation is calculated

on the estimated assessable profit for the period at the rates of taxation

prevailing in the countries in which the Group operates. Tax provisions are

reviewed regularly to take into account changes in legislation, practice and

status of negotiations. Detailed as follows:

HENA=+tHILAEA
Six months ended 30 June

LB aE T E in HK$ million 2004 2003
AralkHTExal Company and subsidiary companies
BEREFEHR Hong Kong profits tax 61 53
NI Overseas taxation 82 39
EIERIE Deferred taxation (4) 9
139 101
R E A2 Jointly controlled entities
FEBMEH Hong Kong profits tax 14 9
NG IR Overseas taxation 16 21
TRIETIA Deferred taxation 6 3
36 33
BN E] Associated companies
BEREFEHR Hong Kong profits tax 51 28
NI Overseas taxation 29 28
EIERIE Deferred taxation 29 29
109 85
284 219
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f5 B i 7 Notes to the Accounts

6 B2
LUB B E BT

6 Dividends
HEASNA=+tHILREA
Six months ended 30 June
in HK$ million 2004 2003

ER-FT=FARMRE : FREK0.70%
(ZTT=4F  B%0.707)

2003 Final dividend paid: HK$0.70
(2002: HK$0.70) per share 1,632 1,532

BR-ZZT-FRFRIRE  FREE1.007T

2002 Special dividend paid: HK$1.00
per share - 2,188

RR-TTMEFHRE  FRER0.30T
(ZZT=F  B%0.307T)

2004 Interim dividend proposed: HK$0.30
(2003: HK$0.30) per share 657 657

7 IR Y s RO A i M T =R
ANT=FET (CFF =4 ERNE—-T
LEET) FHHE -

TR T H I N 2 AT G 2 R 2
2,189,998,622/% ( —FE =4 - BAT A
2,188,460,160/% ) 55 o © # w5 % & A Al
12,191,283,820/ B iy ( RVHA X 2 8547 B0
2 TIHE ST 24 B0 L e 2 o B B M A AT
5 IR A A DA B 7 8847 221,285,198k Ik
B 2Z INEET 80 5B (2 =4 dit
K] 2 o B 2 U PO HEE A AT (8 I NI e 1 M
A > Bl 4 JE R B R A A BT -
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7 The calculation of earnings per share is based on profit attributable to

shareholders of HK$1,363 million (2003: HK$419 million).

The basic earnings per share is based on the weighted average number

of 2,189,998,622 shares in issue during the period (2003: 2,188,460,160
shares in issue). The diluted earnings per share is based on 2,191,283,820
shares which is the weighted average number of shares in issue during the
period plus the weighted average number of 1,285,198 shares deemed to
be issued at no consideration if all outstanding options had been exercised
(2003: No diluted earnings per share is presented as the exercise of all the
options outstanding during the period has no dilutive effect on the

earnings per share).
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8.1 Debtors, Accounts Receivable, Deposits and

ReREMKIE Prepayments

—gEnE —e2=%
~A=+H +=-A=+—~
KB EZBTitE in HK$ million 30 June 2004 31 December 2003

JEW B 5 AR 1E Trade debtors
— R Within 1 year 1,707 1,954
—F L Over 1 year 379 527
2,086 2,481

Bfat
) BRESEACHERE  FIHARFZAY

PR

i) BEREMIGRIBRZIERRTARZERBE

82 EFfARE ~ B ERM

Note:

i) Trade debtors are net of provision and the ageing is classified based on invoice
date.

i) Each business units has a defined credit policy appropriate to its circumstances.

8.2 Creditors, Accounts Payable, Deposits and

REREMNARE Accruals

—Z2ENMF —TE=F
AA=t+H +=A=+—8
UBEEE T E in HK$ million 30 June 2004 31 December 2003

[ENE ZRRIE Trade creditors
—FR Within 1 year 1,409 1,718
—F LA L Over 1 year 268 354
1,677 2,072

9 BAFEEEEREL LRErek

9 Comparative figures have been adjusted to conform with the current

presentation.
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Auditors’ Independent Review Report
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To the Board of Directors of CITIC Pacific Limited
(incorporated in Hong Kong with limited liability)

Introduction
We have been instructed by the company to review the interim financial

report set out on pages 30 to 41.

Respective Responsibilities of Directors and Auditors
The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial report
to be in compliance with ssap 25 ‘Interim financial reporting’ issued by
the Hong Kong Society of Accountants and the relevant provisions thereof.
The interim financial report is the responsibility of, and has been

approved by, the directors.

It is our responsibility to form an independent conclusion, based on our
review, on the interim financial report and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility towards or accept

liability to any other person for the contents of this report.

Review Work Performed

We conducted our review in accordance with sas 700 ‘Engagements to
review interim financial reports’ issued by the Hong Kong Society of
Accountants, except that the scope of our review, as instructed by the
directors, did not extend to the results of an associated company, Cathay
Pacific Airways Limited, whose results were equity accounted for by the

directors on the basis of its published interim financial information.
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A review consists principally of making enquiries of management and
applying analytical procedures to the interim financial report and based
thereon, assessing whether the accounting policies and presentation have
been consistently applied unless otherwise disclosed. A review excludes
audit procedures such as tests of controls and verification of assets,
liabilities and transactions. It is substantially less in scope than an

audit and therefore provides a lower level of assurance than an

audit. Accordingly we do not express an audit opinion on the interim

financial report.

Modified Review Conclusion Arising from Limitation

of Review Scope

On the basis of our review which does not constitute an audit, with the
exception of any modifications that might have been determined to be
necessary had the above limitation not existed, we are not aware of any
material modifications that should be made to the interim financial report

for the six months ended 30 June 2004.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 26 August 2004

43



% W R

Statutory Disclosure
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Dividend and Closure of Register

The Directors have declared an interim dividend of HK$0.30 (2003:
HK$0.30) per share for the year ending 31 December 2004 payable on
Wednesday, 22 September 2004 to shareholders whose names appear on
the Register of Members of the Company on Friday, 17 September 2004.
The Register of Members of the Company will be closed from Monday,
13 September 2004 to Friday, 17 September 2004, both days inclusive,
during which period no share transfer will be effected. In order to qualify
for the interim dividend, all transfers, accompanied by the relevant share
certificates, must be lodged with the Company’s Share Registrars, Tengis
Limited, at Ground Floor, Bank of East Asia Harbour View Centre,

56 Gloucester Road, Wanchai, Hong Kong for registration not later than

4:30 p.m. on Friday, 10 September 2004.

Share Option Plan

Under the CITIC Pacific Share Incentive Plan 2000 (‘the Plan’) adopted on
31 May 2000, the Board may invite any director, executive or employee of
the Company or any of its subsidiaries to subscribe for options over the
Company’s shares on payment of HK$1 per acceptance. The subscription
price determined by the Board will be at least the higher of (i) the closing
price of the Company’s share as stated in the Stock Exchange’s daily
quotations sheet on the date of grant; (ii) the average closing price of the
Company’s share as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date of grant and
(iii) the nominal value of the Company’s shares. The maximum number of
shares over which options may be granted under the Plan shall not exceed
10% of (i) the issued share capital of the Company from time to time or
(ii) the issued share capital of the Company as at the date of adopting

the Plan, whichever is the lower.



FEZFFEAETAZANA > AAAREZ
FHEIEE A LT R 11,550,000 4 A 7 At
2 BEIRHE ([HEIRHE D) (RER T2 » G
EEITIRA 20.53% > 17 A8 25 5 i i W
18.207C » BTN o AL ] IR 1E B4k
B2 SRR 0 il 8 4 s 18.100C
JI A E 4% B e A 2 W JRORE - W AR
FRCHE F O S T AR A A B EGR A T  o NEG
FRFWENH=ZTHIEASEARN > WKk
1,650,000 B A= 23 ) A7 22 1 AW 2 46 A7 4
718 1 5 PR S 0 18,2000 © AT > R ARAT:
A B P MR G B 1 S o

On 28 May 2002 options to subscribe for a total of the 11,550,000 shares
in the Company (‘Share Options’) listed in the table below representing
0.53% of the then issued share capital, at the exercise price of HK$18.20
per share, were granted under the Plan and all were accepted. The closing
price of the Company’s share immediately before the date of grant was
HK$18.10. All options granted and accepted can be exercised in whole or
in part within 5 years from the date of grant. During the six months ended
30 June 2004, Share Options in respect of a total of 1,650,000 shares in

the Company were exercised at HK$18.20 per share. None were cancelled

or lapsed during the period.

REAVI 2 R B MR IERERR

Number of Share Options Number of Share Options

at the beginning of the period at the end of the period

KAREE' Directors of the Company' 7,800,000 6,200,000

BRFBEEHNXECZEE Continuous Contract Employees 3,400,000 3,400,000

HAth*? Others?® 350,000 300,000

&t Total 11,550,000 9,900,000
Bt Notes:

1. REZ -—FEMFNA=ZTHIEANEAR - BB
SEEBTTEA 2 EBEE - ¥ 1,600,000 KR 7]
BR17 o ARFRDEEESESEETTREFEIHE HAIFT
ZHE P TE 821,457 -

2. WERBEDRFRFELHNIEZAER  WER
#HR50,000 RARGIR EREE —FFNF
NAZFAUNERATE « ARFERGERETTIE
UHAERR HE F BT 2 AP IG U (B 73/ B 6 28.40 T »

1. Mr Henry Fan Hung Ling has exercised all of his Share Options in respect of 1,600,000
shares in the Company during the six months ended 30 June 2004. The weighted
average closing price of the shares in the Company immediately before the date on
which his Share Options were exercised was HK$21.45.

2. It is in respect of the options granted to former employees under continuous contract
and the options in respect of 50,000 shares in the Company have been exercised
during the six months ended 30 June 2004. The weighted average closing price of the
shares in the Company immediately before the date on which such Share Options
were exercised was HK$23.40.
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JAE % Statutory Disclosure

EEZHSHER Directors’ Interests in Securities

EZFRZNEAA=Z+H  BAEER LW E  The interests of the Directors in shares of the Company or any associated
Pl (T8 I B el ) 535206 H 7R 1F corporation (within the meaning of Part XV of the Securities and Futures
Pl N SR == A N/ e e R U Ordinance (‘SFO’)) as at 30 June 2004 as recorded in the register required to
R (5 76 R 25 M B 1SR XV ) be kept under section 352 of the SFO were as follows:

ety 2 HEAR AN T

1 A2 B B HR Bk v B =2 g Ay 1. Shares in the Company and Associated Corporation
EgnE qE|
Number of Shares
fBERERk IEEBEITIRA
PN £ EE EN 34 R BAE
Personal Corporate Family Trusts and Percentage to the
interests interests interests  similar interests issued share capital
%

FEREERAT CITIC Pacific Limited

LEfE Larry Yung Chi Kin 400,381,000 18.281

BB Henry Fan Hung Ling 44,600,000 2.036

BEF Vernon Francis Moore 3,200,000 0.146

/N Peter Lee Chung Hing 500,000 0.023

g = Norman Yuen Kee Tong 33,000 0.002

DR E Liu Jifu 40,000 0.002

FedgiE Hansen Loh Chung Hon 1,050,000 500,000 500,000 0.071

EEE André Desmarais 99,800 100,242,000° 4.582

115 o 52 HEHF Peter Kruyt
(BEELEZ (alternate director to
BIES) Mr André Desmarais) 2,100 0.0001

BERMEFRAAE Cathay Pacific

Airways Limited

BEdEE Hansen Loh Chung Hon 450,000 0.013

fifat - Notes:

1. BIRAT3I500,000 88 B2 17 753758 —RIF BB EFE R A 1. The corporate interests and the family interests of the relevant Director duplicate each
RGHEBC NElfFE  MEAEFHE 2 ZE R M other as the 500,000 shares are held through a company in which the relevant Director
AR GEmEL - and his family are interested.

2. IEAT1EH.2100,242,000 K7+ + 12,0008 J5:% 2. Out of 100,242,000 shares, 12,000 shares are held by a corporation controlled by the
B—REIRBBEFFS 2 ZEFE - im100,230,000 relevant Director and 100,230,000 shares are held indirectly by a corporation of which
BRIFEB— BB HEEN AR THERZ the relevant Director is the President and Co-Chief Executive Officer.

JEEIERFR ©
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AT 2 AR ES
Number of Outstanding

HEBITRABS X
Percentage to the

== Directors Share Options issued share capital

%
KRR Larry Yung Chi Kin 2,000,000 0.091
RiEge Vernon Francis Moore 1,000,000 0.046
/N Peter Lee Chung Hing 1,000,000 0.046
frag = Norman Yuen Kee Tong 500,000 0.023
itk 8 Yao Jinrong 300,000 0.014
R Chang Zhenming 500,000 0.023
T Li Shilin 300,000 0.014
LR Carl Yung Ming Jie 300,000 0.014
2IE T Liu Jifu 300,000 0.014

R ESCRT#ERE SN > E - FFNEAA =+
Hoo AR ) 2% 2 5 M A A A 2 ) CHLAR W
W 2 ety ~ AR B A AR SR P B~ BRE A
BT~ SR A AR IR IR K BRI XV
H BT SR E 2 AT T R SCEHR  B
i B A BRLAE A L RC B AN A AR R
it 5 MO B AGR1F 352070 T IR AP 2 Bt 4 T
WZ AR RS - SCBHEA ~ B8 A S
PR B AR R 7 A B o b i ) S AT
75 5y 9 A5 4 S I T a0 2 208 R A % ) % B
ST ZATATHE AR o

B ESCRTHEEE & 40 IR RAL T g ] > A
) AT ] B 2 R ME S 2 T AR A 2B > DA
(A2 ] 2 3 o UG AR 2 ) AT ] L At
2 ey B T A i

Save as disclosed above, as at 30 June 2004, none of the Directors of the
Company had nor were they taken to or deemed to have, under Part XV of
the SFO, any interests or short positions in the shares, underlying shares or
debentures of the Company or its associated corporations or any interests
which are required to be entered into the register kept by the Company
pursuant to section 352 of the SFO or any interests which are required to
be notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies

in the Listing Rules.

Save as disclosed above, at no time during the period was the Company
or any of its subsidiary companies a party or parties to any arrangement
to enable the Directors of the Company to acquire benefits by means of
the acquisition of shares in or debentures of the Company or any other

body corporate.
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Substantial Shareholders

As at 30 June 2004, the interests of the substantial shareholders, other than

the Directors of the Company or their respective associate(s), in the shares

of the Company as recorded in the register of interests in shares and short

positions required to be kept under section 336 of the SFO were as follows:

ARR 2B EE

Number of Shares

EEBTRAED X
Percentage to the

B Name of the Company issued share capital

%
FEAPEEERQR CITIC Group 632,066,285 28.860
FiE(EAER)BRAR(HEEE]D CITIC Hong Kong (Holdings) Limited (‘CITIC HK’) 632,066,285 28.860
Heedon Corporation Heedon Corporation 498,424,285 22.758
Honpville Corporation Honpville Corporation 310,988,221 14.200

HE A B I R E W AR B

CITIC HK is a substantial shareholder of the Company indirectly through

ATl BB the following wholly owned subsidiary companies:
BREEBE IHEBITRAR
0.407T Z &1 & B ERES
Number of Shares of Percentage to the
FlEEBZHBARERE Name of Subsidiary Companies of CITIC HK HK$0.40 each issued share capital
%
Affluence Limited Affluence Limited 43,266,000 1.976
Winton Corp. Winton Corp. 30,718,000 1.403
Westminster Investment Inc. Westminster Investment Inc. 101,960,000 4.655
Jetway Corp. Jetway Corp. 22,500,000 1.027
Cordia Corporation Cordia Corporation 32,258,064 1.473
Honpville Corporation Honpville Corporation 310,988,221 14.200
Hainsworth Limited Hainsworth Limited 80,376,000 3.670
Southpoint Enterprises Inc. Southpoint Enterprises Inc. 10,000,000 0.457
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Each of Affluence Limited, Winton Corp., Westminster Investment Inc.,
Jetway Corp., Cordia Corporation, Honpville Corporation, Hainsworth
Limited and Southpoint Enterprises Inc. holds the shares of the Company
beneficially. Accordingly, Honpville Corporation is a substantial

shareholder of the Company.

CITIC Group is the direct holding company of CITIC HK. CITIC HK is the
direct holding company of Heedon Corporation, Hainsworth Limited,
Affluence Limited and Barnsley Investments Limited. Heedon Corporation
is the direct holding company of Winton Corp., Westminster Investment
Inc., Jetway Corp., Kotron Company Ltd. and Honpville Corporation and
Kotron Company Ltd. is the direct holding company of Cordia Corporation.
Barnsley Investments Limited is the direct holding company of Southpoint
Enterprises Inc. Accordingly, the interests of CITIC Group in the Company
duplicate the interests of CITIC HK in the Company. The interests of CITIC
HK in the Company duplicate the interests in the Company of all its direct
and indirect subsidiary companies as described above. The interests of
Heedon Corporation in the Company duplicate the interests in the
Company of all its direct and indirect subsidiary companies as described
above. The interests of Barnsley Investments Limited in the Company
duplicate the interests in the Company of its direct subsidiary company

as described above and the interests of Kotron Company Ltd. in the
Company duplicate the interests in the Company of its direct subsidiary

company as described above.

Share Capital
The Company has not redeemed any of its shares during the period.
Neither the Company nor any of its subsidiary companies has purchased

or sold any of the Company’s shares during the period.
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Continuing Disclosure Requirements under Rule 13.22
of the Listing Rules

The Company has obtained a waiver from the Stock Exchange under Rule
13.22 of the Listing Rules from disclosing a proforma combined balance
sheet of affiliated companies as defined therein. Instead, in accordance
with Rule 13.22, the Company discloses the following information, as an
alternative, in relation to the affiliated companies as at the end of the most
recent financial period reported on by the affiliated companies. This
information has been extracted from the relevant management accounts of

the affiliated companies.

—TENEF
NA=+H

in HK$ million 30 June 2004

IRIEHE N R 2 MIEHELLER 2

Total indebtedness reported by affiliated companies

BB as at the period end 28,117
BB A AR 2 B 5 & B Financial assistance given to the affiliated companies that the Group
(AEBREBBEREE LRAETA) and such amount has already been included in the above 7,873

WoFERWAEANA=Z+H o REEERT RS
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As at 30 June 2004, the Group has no contingent liability in respect of
guarantee given for facilities granted to the affiliated companies that the
Group has given financial assistance except for a several guarantee of
HK$674 million to support the Company’s share of the loan facilities at

Jilin Power Station of which HK$657 million was utilised.

As at 30 June 2004, the Group has no outstanding capital injection
commitment to the affiliated companies that the Group has given

financial assistance.
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Terms
Capital employed

Cash contributed
from all business

Total debt
Net debt
Total capital

EBITDA

Contribution

Ratios

Earnings per share

Shareholders’ funds
per share

Leverage

Cashflow per share

Interest cover

Shareholders’ funds + total debt

Cash inflow to CITIC Pacific Ltd. from its
subsidiary companies, jointly controlled entities,
associated companies and other investments

Short term and long term loans, notes and bonds
Total debt less cash and bank deposits
Shareholders’ funds + net debt

Net profit less interest expense, taxation,

depreciation and amortisation

A business’s after tax profit that contributes to
unallocated central interest, overhead and goodwill

Profit attributable to shareholders

Weighted average number of shares
(by days) in issue for the year

Shareholders’ funds

Total issued and fully paid shares
at end of the year

Net debt
Total capital

Cash contributed from all business

Total issued and fully paid shares
at end of the year

EBITDA

Interest expense
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Shareholders may at any time choose to receive the Interim Report in printed form or to rely on its version posted on the
Company’s website. Shareholders may change their choice by writing to the Company’s Share Registrars, Tengis Limited at

Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong.

If Shareholders have already chosen to rely on the version of the Interim Report posted on the Company’s website and have
difficulty in having access to it, they will, promptly upon request, be sent the Interim Report in printed form free of charge.

Please send the request to the Company’s Share Registrars.

Designed by Sedgwick Richardson

Printed on environmentally friendly paper
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