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BllSineSS at d Glance CITIC Pacific’s primary

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

and distributes motor vehicles and consumer products.

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 generating capacity is 9,746 MW
with another 3,832MW under construction. Total attributable capacity is
2,916MW today.

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.

Communications CITIC Pacific focuses on providing value-added services.
CITIC Telecom 1616 and cpcnet provide 1pp wholesale and data services,
CITIC Guoan operates cable TV networks in mainland China and cT™ is
Macau’s communications provider of choice.

5 8l ® & Special Steel Manufacturing

YL RS RE > 91 R v 6 K A 0 7 o
0828 7 SR B 00 S B0 - S R 9
B -

¥ % Property

5 2R B A SRR R - H LR
HEAWE > WIEFBNTERE - W
S DR BRI - P ERE RS
REINAE

Jiangyin steel plant, Hubei XinYegang and Daye Special Steel are some of
China’s leading manufacturers of special steel used in bearings and gears.

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.

$F & & %7 8§ Marketing and Distribution
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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.

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

LB BT E in HK$ million

E7
As restated

2003

Fi% 3R PE Ak 55 A Profit Attributable to Shareholders
FEEKH QR 2 ERNE R/ Major Businesses’ Contribution
%E Power Generation
finze Aviation
BRI Civil Infrastructure
EEE Communications
LSREE TR ES Special Steel Manufacturing
L/ES Property
HE RS H Marketing & Distribution
REYEER Investment Properties Revaluation
FEXB2REEM Cash Contributed from all Businesses
EEER Capital Employed
BRRES Shareholders’ Funds
FEE Net Debt
HARRAZEE Available Loan Facilities

1,301

229
421
635
230
178
508
264
(587)
2,451
49,300
38,772
5,017
6,368

LUBK AT E in HK$

Earnings per Share

Dividends per Share

Staff

Please see page 71 for definition of terms used
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I am pleased to report to shareholders that in 2004 CITIC Pacific achieved
a net profit of HK$3,581 million, 175% more than 2003, as were earnings
per share at HK$1.63. The board recommends a final dividend of HK$0.80
per share giving shareholders a total 2004 dividend of HK$1.10, an

increase of 10% from 2003.

Better profit performance was seen in almost all of CITIC Pacific’s
businesses particularly in the aviation, special steel manufacturing and
power generation segments. The details are analysed and described later

in this summary financial report to shareholders.

Our company not only made a significant gain in terms of profit growth
in 2004, but also made progress in implementing our long term plans to
expand our growing investment in the key sectors of the Chinese economy

in which we have particular skills.

Power

In January 2004 CITIC Pacific purchased 20% of North United Power
Corporation, which generates power for Inner Mongolia and the
surrounding provinces and has ready supplies of coal nearby. Through
2004 construction of the Ligang Power Station phase III (2 x 600MW)
and phase IV (2 x 600MW) and the Zhengzhou phase III (2 x 200MW)
progressed according to plans leading to commercial operation in 2006
and 2007. In addition, an equal partnership of CITIC Pacific and China
Huaneng Power Group acquired a 40% stake in the Hanfeng Power Plant
(2 x 660MW) located in Hebei Province in 2004.

Today, CITIC Pacific has 2,916 MW of attributable generating capacity,
which will rise to 5,083MW on completion of the plants under

construction.
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The substantial increase in electricity generated by our power plants in
2004 compared with 2003 is evidence that demand for electric power
remains strong in mainland China. Our belief is that as the Chinese
economy continues to grow, the current low per capita consumption of
power will rise, requiring a considerable increase in generating capacity.
With our many years of experience and expertise in building and
operating power stations in mainland China, CITIC Pacific is ideally placed

to contribute to meeting the demand.

During 2004 there was a significant increase in the price of coal and
obtaining a sufficient supply was a challenge to which management

responded well by securing long-term supply contracts.

Special Steel Manufacturing

Demand for high quality special steel products remain strong and our
Jiangyin Xingcheng steel plant produced a record 1.76 million tonnes in
2004, 1.58 million tonnes was for domestic consumption and 182,040
tonnes was exported. Jiangyin Xingcheng continues to be a leader in the
manufacture of special steel in China. To enhance its leading position in
the special steel industry, Jiangyin Xingcheng is proceeding to cooperate
with Sumitomo Metals Kokura to produce high-grade special steel

primarily substituting existing imported auto-component grade steel.

In October 2004, CITIC Pacific acquired a 95% stake in the Hubei Xin
Yegang Co. (formerly Dongfang Iron and Steel Co.) in Huangshi, Hubei
province, through which other assets were acquired including an interest
in the Shenzhen Stock Exchange listed Daye Special Steel Co.. Subject to
regulatory approval, our interest in this company will increase to
approximately 58%. In 2004, these plants manufactured approximately
1.73 million tonnes of steel. These acquisitions will strengthen our leading
position in China’s special steel market by expanding our product range

and geographical coverage.
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Our major customers are in the auto-component, power equipment, and
machine tool industries where underlying demand is expected to grow
considerably in the coming decade giving confidence in the future of the

special steel sector.

Aviation

Both Cathay Pacific and Dragonair experienced a dramatic turnaround
compared with 2003 when the industry was severely affected by sars. In
2004 a record number of passengers were carried thanks to a better
economic environment and the increasing number of mainland travellers

to Hong Kong and other destinations.

Air China Cargo began official operation in January 2004 and had a
profitable first year.

Higher oil prices remain a concern in the aviation sector but the
management of all our airline associates have demonstrable success in
reducing overall unit costs and become more efficient year-by-year and

I am confident these efforts will continue in 2005.

Communications

Macau Telecom operates in an increasingly competitive market but is
benefiting from the great economic development in Macau while, CITIC
Telecom 1616 has concentrated on improving margins on the considerable
flow of traffic in and out of mainland China, and establishing the second

Hong Kong internet exchange.
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Property

Occupancy of our Shanghai investment properties CITIC Square and
Royal Pavilion remains high and they provide stable rental income. In
the past few years, these two properties, known for their quality and
management, have established an excellent reputation and image in
Shanghai’s commercial and luxury residential markets. We are planning a
1 million sq. ft. commercial development in Ningbo Zhejiang province, to

be also named CITIC Square to further enhance our brand name.

As for our development properties, the first phase of our New Westgate
Garden project is proceeding smoothly. The first 255 units were marketed
in August 2004 and were all sold within a few days. The other units of the
first phase are to be sold in batches in the first half of 2005. Given the
strong demand for high quality housing, we are confident that excellent

sales results will be achieved.

In December 2004, 1.45 million sq. ft. of land zoned for low-density
residential development in the Qingpu district in Shanghai was bought in
a public tender. We are also in the process of acquiring two blocks of land
nearby to enhance the overall development. CITIC Pacific will seek
opportunities to gradually build up our land bank in mainland China for

sustainable future development.

Performance of our Hong Kong investment properties was satisfactory in
a recovering market with stable rental income, which contributes to the
Group’s substantial cash flow. Festival Walk, in particular, has seen rental

returns increase over the years.

Land premiums have been settled on a 320,000 sq ft. residential and
commercial development at Tung Chau Street, Kowloon, and the
conversion of an agricultural land at Hung Shui Kiu, New Territories into
537,000 sq ft. of residential usage. The possibility of upgrading Grand

Court, Kowloon is also being explored.
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Marketing and Distribution

Dah Chong Hong and Sims Trading continued to develop the
infrastructure of their business in mainland China following a plan that
expects solid results in the coming years. Our trading business operates in
many different segments and products and every year the balance of
business is different, but taking the whole, progress is made year-by-year.
In 2004 the general trading business made particular progress especially in
Shiseido cosmetics and distribution of branded goods. The motor market
in Hong Kong revived strongly compared with 2003, while in the mainland
imported commercial vehicle sales were affected by tightened credit and
the anticipation that the import quota system would be abolished on 31
December 2004.

On 11 March 2005, CITIC Pacific entered into an agreement with CITIC
Group to acquire at cost a 35% interest in Wal-Mart East China Stores Co.
The acquisition is subject to obtaining the necessary approvals from the
relevant government authorities. The joint venture will operate Wal-Mart
stores in the city of Shanghai as well as Zhejiang and Jiangsu provinces.
This acquisition will facilitate the development of our Marketing and
Distribution business and will also bring synergies to our property

development business.

Finance

The Group’s financial position remains healthy with stable cash flows and
sufficient available facilities to support the needs of our future expansion.
At the same time, CITIC Pacific will continue to employ conservative and

sound financial planning to ensure that our finances stay strong.



FREEBBHERSE Chairman’s Letter to Shareholders

I =

IR A 3t A6 3 T AT R AR A £ A R
B > R 5 8 Y SE 0 5 R T A S
LA A o SR 2RISR TEE R A
SREA BABEHNITE - ER A
B B AR R A I i o DL B AR AE
2w &A I - BRMMGE > Zoib 2 KB
TR 35— {45 b SR 2B 4 B 2 R AR T

Ay e

M ANEAETAEREHPREE SR
HE B T AR & — 4 BT AR R SE i
mREERE RO TP EREE—S
B WU AR

R
FE
wE > “EFEFHFE=A+THH

Our Future

CITIC Pacific’s business is increasingly focused in mainland China where
I expect continued high economic growth in the foreseeable future. The
strategy of CITIC Pacific is to develop the businesses we know and operate
well to improve our returns, and increasing shareholder value is our
ultimate objective. Our belief continues to be that a diversified business
model is most appropriate to a company focusing on one geographical

area.

On behalf of all the directors, I thank all the staff of CITIC Pacific for their
hard work in the past year and hope that we will all work together for the
future development and success of CITIC Pacific.

Larry Yung Chi Kin
Chairman
Hong Kong, 15 March 2005
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B®E Power
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CITIC Pacific’s power team has over 10 years of experience as a power
operator in mainland China and they have first hand experience,
knowledge and expertise in seeking investment opportunities, supervising
construction and active involvement in the management of the plants’ day

to day operations.

In 2004, demand for electricity remained strong in most of the regions
where our 9,746MW of installed and 2,916 MW of attributable capacities
are located. Excluding newly acquired power plants, a total of 18,269
million kwh of electricity was generated, an increase of 8.4% from 2003.
North United Power, Hanfeng and Huaibei, which were added in 2004,
generated a total of 52,776 million kwh of electricity. Profits rose 92%,

a result of first time contribution from North United Power and an

increased ownership in Ligang phase I and II.

FERESENERARREEREREE
CITIC Pacific’s Total and
Attributable Installed Capacity
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FIEREMBEMEEER LT Operational statistics of CITIC Pacific’s power plants

RERASE R BEE4LE Electricity Generated HE4E Heat Generated
FTAEH, OKR)|  wa|gams | gRs - -
Location Installed | Ownership | Type Utilisation #R B
Capacity % Hours 2004 2003 | change 2004 2003 | change
(MW) (m kWh) [ (m kWh) % (kGJ) (kGJ) %
& TR WA
Ligang Jiangsu 1,400 65 | Coal fired 6,803 9,524 8,944 6.49 - - -
Hoig g iy
Hanfeng Hebei 1,320 20| Coal fired 6,562 8,662 t - - - -
L = R
Huaibei Anhui 600 12.5 | Coal fired 6,415 3,849 T - - - -
E3) A R
Kaifeng Henan 125 50 | Coal fired 5,630 704 696 1.15 - - -
EFES A HERAEHE
North United | Inner Mongolia Coal fired and
5,041 20 | Co-generation | 7,268 | 40,259 * - 37,650 - -
L al HEHE
Zhengzhou |Henan 600 50 | Co-generation | 5,735 3,441 3,232 6.47 5,331 5,944 | -10.31
IR S A HMEHE
Hohhot Inner Mongolia 400 35| Co-generation | 7,222 2,889 2,638 9.51 1,730 883 | 95.92
A HM ABEHE
Jilin Jilin 200 60 | Co-generation | 6,897 1,379 965| 42.89 1,150 243 | 373.25
B TS B HE
Weihai Shandong 36 49| Co-generation | 3,427 123 174 | -29.28 2,573 2,675| -0.08
=1 IS HEHE 110EM 14081
Chenming Shandong 24 49 | Co-generation | 8,616 207 201 2.99| 1.1m tonnes |1.4m tonnes | -21.43

* ZEEMFEFIRKE operation began in 2004
v 344 5E newly acquired
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CITIC Pacific has a long-term commitment to the power generation
business as we believe that demand for electricity will continue to rise as
the Chinese economy develops. As an independent power producer in the
power market in China, CITIC Pacific has proven track record of operating
efficiently and working with partners on attractive new investments.

We believe that efficient, low cost management of our plants is the key to

power generation remaining an attractive business with good returns.
The following progress was made:

In February 2005, CITIC Pacific entered into an agreement with its
joint venture partners to change Ligang phase I (2 x 350MW) and
IT (2 x 350MW) from their existing BOT structure to an equity joint

venture. Under the original BoT contract, CITIC Pacific would have to
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transfer all its rights and benefits, at the expiration of the franchise period,
to the other jv partners at nil consideration. These conditions will cease to
exist under the new joint venture arrangement. This transaction is subject

to approval by the relevant authorities.

Construction of the Ligang phase III, which consists of two 600MW units,
is progressing on schedule with commercial operation expected in 2006.
Phase IV (2x 600MW) is also underway scheduled for completion in 2007.

Construction of Zhengzhou phase III, a 400MW (2 x 200MW) expansion

is progressing well with commercial operation on target for 2006.

North United Power Corporation, a joint venture CITIC Pacific formed
with three other partners officially began operation in January 2004 and
made its first full year contribution to CITIC Pacific’s power profits.
730MW of new generating capacity was completed by North United Power
in 2004, bringing the total attributable capacity of North United Power to
5,041MW. Strategically located in Inner Mongolia, an area with an
abundance of coal, North United Power is not only able to obtain
sufficient supply of coal at a lower price than many other companies but
also save on otherwise high transportation costs. The joint venture will
continue to seek attractive new opportunities in the autonomous region
with the goal of supplying electricity not only locally but also to the
North, the Northeast of China and Beijing.

In October 2004, CITIC Pacific acquired a 12.5% stake in the Huaibei
Guoan Power plant (2 x300MW), in Anhui Province.

In 2004, CITIC Pacific acquired a 40% stake in the Hanfeng Power Plant
located in Hebei Province through a 50/50 joint venture with China
Huaneng Group, giving CITIC Pacific an attributable ownership of 20%.
The plant has a remaining franchise period of 18 years. The Hanfeng plant
is an operating power plant that has two generating units of 660MW each

commissioned in March and September 2001.

In 2004, the price of coal rose substantially due to continued high

demand for power in China where the majority of power plants are coal
fired. The inability of generators to raise tariffs means that profits for
power generators are being squeezed. The government’s intention of
linking fuel cost to tariffs, if implemented, will provide some much needed
relief. More work to secure long-term coal supply contracts, managing

costs and improving operating efficiency will be undertaken.

11
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fin == Aviation
b2 Headquarters A HE Ownership
B 2=z e Cathay Pacific Hong Kong 25.5%
TEREMZE BB Dragonair Hong Kong 28.5%
BAEEE 6 HACTL Hong Kong 10%
REIE R EE Bl Air China Cargo Beijing 25%
LOEM E BT E in HK$ million 2004 2003
BRI Cathay Pacific 1,097 330
FEREMTZE Dragonair 186 20
BEREEE HACTL 90 71
R Bl B Air China Cargo 25 -
piElB=g ) Contribution 1,398 421
15 485% I E BALL 51 Proportion of total contribution 37% 16%
FAE Net assets 11,747 12,880
BEARRR Capital expenditure 518 -
# % Cathay Pacific
BEZEAZ BHES
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Cathay Pacific (www.cathaypacific.com), an international passenger
and freight carrier based in Hong Kong, provides top quality services
to 92 destinations around the world. CITIC Pacific is the second largest
shareholder and, through participation on the board, the executive
and other committees, has been actively involved in Cathay Pacific’s

management since it first became a shareholder in 1991.

2004 was a record year in the history of Cathay Pacific in which it carried
13.7 million passengers and 972,416 tonnes of freight, an increase of 36%
and 11% respectively from 2003. Revenue rose 32% to HK$39.1 billion
and profit 239% to HK$4.4 billion over those of 2003. This strong
performance is the result of a better economic environment in which
demand for travel surged. Frequencies to certain cities such as Sydney

and New York were increased and new cargo capacity was added.

Following the Air Traffic Agreement between Hong Kong and Beijing
signed in September of 2004, the airline began offering a number of
services to mainland China. These services will allow Cathay Pacific to
capture its share of the growing mainland China air travel market to fully
take advantage of its global network by providing customers the
convenience of accessing China on the same carrier. In December 2004,
Cathay Pacific began daily service to Beijing. A new daily freighter service
to Shanghai was launched in January 2005. In addition, the airline began
flying to Xiamen three times a week on 28 February 2005. In December
2004, Cathay Pacific made a strategic investment in Air China by acquiring
a 10% stake in the Chinese major airline’s 1po after signing an earlier letter
of understanding covering co-operation between the two airlines

in the areas of engineering, ground handling, catering, cargo services

and information technology among others. This will promote close
partnership and co-operation between the two airlines, which will be

mutually beneficial to both.

Dragonair (www.dragonair.com) operates passenger services to

30 destinations in Asia, of which 21 are to mainland Chinese cities.
Profit rose 820% to HK$652 million in 2004. The airline achieved record
numbers of passengers and cargo carried reaching 4.6 million passengers
and 342,413 tonnes of freight. The 49% growth in the number of
passengers was underpinned by increased demand for travel to all
destinations, in particular to and from mainland China. In response to
this, in 2004, Dragonair’s flights to Shanghai were increased to 87 a week
and a service to Tokyo was launched in April. The 27% growth in cargo

13
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was driven by strong demand from manufacturing regions in China and
an expanded cargo network including the addition of Frankfurt, London

and Nanjing, one of the largest cities in the Yantze River Delta area.

HACTL (www.hactl.com), the operator of the largest air cargo terminal in
the world, SuperTerminal 1, handled a total of 2,262,703 tonnage of cargo,
an increase of 12.6% from the previous high in 2003. This was primarily
driven by strong exports, in particular to Europe, mainland China and

the U.S. SuperTerminal 1 has a potential capacity of 3.5 million tonnes per
annum, providing adequate capacity to support a robust growth of air

cargo in Hong Kong and mainland China into the future.

Air China Cargo, a joint venture in which CITIC Pacific has a 25% interest,
began operation in January 2004 and made its first profit contribution to
CITIC Pacific. It handles all of Air China’s international and domestic cargo
and related ground service businesses. Total freight carried in 2004 was
642,184 tonnes. At the end of 2004, the company employs 5 freighter
planes and the belly space in Air China’s 145 passenger planes to carry
cargo. Two additional freighters will be added in 2005. It flies to 70

domestic and 40 international destinations.



H e Civil Infrastructure

2 Location A Ownership
RBBERE B Eastern Harbour Tunnel Hong Kong
N — Road 71%
— S — Rail 50%
7alR gk E BB Western Harbour Tunnel Hong Kong 35%
P EIRF R EIE R B Four waste treatment facilities Hong Kong 20% - 50%
E S EIBIZINH g Laogang Phase 4 Landfill Shanghai 30%
LB EE it E in HK$ million 2004 2003
il I= ) Contribution 329 635
L4 A B BREL 51 Proportion of total contribution 9% 24%
FEE Net assets 2,130 2,113
=N Capital expenditure 61 5

F#E B E Tunnels in Hong Kong

REBERE

BESRERES Eastern Harbour Tunnel

Western Harbour Tunnel

AL R bR B
Cross Harbour Tunnel
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registered an average daily traffic increase of 3% in 2004 to 73,478 vehicles
due to improvement in economic conditions. CITIC Pacific is the
controlling shareholder in the road tunnel with a 71% interest, and has

a 50% interest in the rail tunnel. With the objective of providing investors
with a reasonable but not excessive remuneration as set in the original
contract, EHT applied for a toll increase in September 2002, which was
refused by the Hong Kong Government. In January 2005, the arbitrator
awarded a toll increase of HK$10 for private cars with corresponding
increases for other categories of vehicles which will be implemented

beginning May 2005.

Western Harbour Tunnel (‘WHT’) (www.westernharbourtunnel.com)

is a key section of the Route 3 highway, which links Hong Kong Island,
mainland China and Chek Lap Kok Airport. CITIC Pacific’s shareholding
is 35%. Average daily traffic in 2004 registered a 5% increase to 39,188
vehicles even after a toll increase of HK$3 for private cars in July 2004.
WHT’s traffic growth is limited by the delay in the completion of access
roads, particularly the Central-Wanchai bypass and competition from

the low tolls at the government-owned Cross Harbour Tunnel.
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CITIC Pacific also has a 35% interest in the company that has managed
the Cross Harbour Tunnel under contract for the government since
September 1999. The current contract will expire in 2006.

Environmental

CITIC Pacific has an interest in four waste treatment facilities in Hong
Kong, including a chemical waste treatment plant and two refuse transfer
stations, with a total of 4,000 tonnes of daily waste processing capacity,
and we also operate a landfill site with a 43 million cubic metre capacity.

In 2004, a total of 4 million tonnes of waste was processed.

In Shanghai, the joint venture between CITIC Pacific, Onyx, a wholly
owned subsidiary of Veolia Environment, and Shanghai Chengtou
Environment Industry Development Co., Ltd. is responsible for the design,
construction, operation and maintenance of the Phase 4 of Laogang
Municipal Waste Landfill for 20 years. Construction is progressing as

planned and trial operation commenced in February 2005.

17



2740188 Business Review

EEE

Communications

oG Location A Ownership
HF{EE1616 CITIC Telecom 1616 B Hong Kong 100%
CPCNet CPCNet BA Hong Kong 100%
FERZ CITIC Guoan Bl Beijing 50%
JRFIER CTM (Macau Telecom) JERFT Macau 20%
BB E T E in HK$ million 2004 2003
EHERE Turnover 1,449 1,590
st ) Bk Contribution 133 230
fh 4R A ERRLL 51 Proportion of total contribution 3% 9%
FEAE Net assets 2,525 2,330
BARFAEZ Capital expenditure 177 185
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CITIC Pacific’s communications businesses include Macau Telecom, a full
service telecommunications operator and others that focus on providing

value-added services.

CTM

20% owned by CITIC Pacific since 1991, Companhia de Telecomunicacoes
de Macau s.A.R.L. (‘CTM’) (www.ctm.net) is the provider of choice of
fixed line, mobile telephone and Internet access services to the people of
Macau sAR. Due to competition for its mobile business, overall profit
decreased 8% in 2004. However, its fixed line and Internet business
remain healthy and the rapid development of Macau in recent times

provides more opportunities for the future.

IDD Wholesale and Data Services

CITIC Telecom 1616 (www.citic1616.com) is a leader in Asia’s IDD
wholesale market, interconnected to more than 200 international telecom
and mobile carriers in over 80 countries. In 2004, 1616 handled
approximately 3.5 billion minutes of 1D traffic of which 56% is destined
for mainland China. The drop in total call volume is a result of 1616’

insistence on maintaining margins on mainland China related calls.
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cpcNet Hong Kong (www.cpcnet-hk.com), a telecommunications carrier,
provides Internet services to corporate customers in the Greater China
area. Its “TrueConnect’ is the first Multiprotocol Label Switching based
Internet Protocol Virtual Private Network built in Greater China. In 2004,
the customer base of “TrueConnect’ increased 62% and it now has 16
self-owned Point of Presence (POPs) covering Greater China and service
coverage spanning Asia, USA and Europe. It is anticipated that in 2005
further growth in customer numbers will make ‘“TrueConnect’ profitable.

CITIC Guoan

CITIC Guoan’s primary business is its 62% interest in CITIC Guoan
Information Industry Co., Ltd. (‘Guoan Information’), a Shenzhen Stock
Exchange listed company whose primary business is operating cable Tv
networks in mainland China. At the end of 2004, Guoan Information had
approximately 4 million subscribers in 17 cities in China. In addition to its
carv networks, Guoan Information also has interests in system integration
and software development. CITIC Guoan also owns the CITIC Building in
Beijing, which was 98% occupied at the end of 2004.

E-Commerce

CITIC Pacific’s cooperation with All-China Sports Federation and the
Chinese Olympic Committee continues to focus on developing business
models, which aim to fully utilise the wealth of data available to the joint
venture to make it profitable. Our Internet games business continues to

focus on developing new games to attract more players.
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Special Steel Manufacturing

LB B BT E in HK$ million 2004 2003
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piElB=1. ) Contribution 438 178
15 4% T B B L Proportion of total contribution 11% 7%
FEE Net assets 4,840 1,421
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Jiangyin Special Steel: CITIC Pacific’s interest in special steel
manufacturing dates back to the early 1990s when the company bought

a small general carbon steel maker in Jiangyin, Jiangsu Province. Over the
years, with market repositioning, new technology, modern management
and capital, Jiangyin Special Steel is now a leader in the manufacturing
of high-grade special steel used in bearings, gears, springs and high-
pressurized pipes in China with annual production capacity of 2 million
tonnes. In January 2004, CITIC Pacific increased its shareholding in
Jiangyin Special Steel to 79% by purchasing an additional 24% from its

joint venture partner.

The plant’s major products are mainly supplied to auto parts, power
equipment, and industrial machinery manufacturers as well as to the
petroleum and petrochemical industries. Many of the products have
received certifications from users such as skr of Sweden, rFAG of Germany
and Caterpillar of the United States. Production of Jiangyin Special

Steel increased to 1.76 million tonnes in 2004. Profit grew 146% compared
with 2003 in spite of fluctuating raw material and end-user markets.

Over the years continuous efforts have been made to improve operating
efficiency and lower production costs through technology innovation and
better management. In an effort to upgrade the quality of its products and
consolidate its leading position, Jiangyin Special Steel is co-operating with
Sumitomo Metals Kokura to produce high-grade special steel targeting

primarily import substitution for auto components.
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Xin Yegang and Daye Special Steel: In October 2004, CITIC Pacific
acquired a 95% stake in Hubei Xin Yegang Co. (formerly known as
Dongfang Iron and Steel Co.) in Huangshi, Hubei Province through which
also acquired other assets including an interest in the Shenzhen Stock
Exchange listed Daye Special Steel Co. Subject to regulatory approval, the
shareholding of CITIC Pacific in Daye Special Steel Co. will increase to
58% from the current 19%. At the end of 2004, total annual production
capacity of the plants is approximately 2 million tonnes and 1.73 million
tonnes were produced for the year. In addition to producing products that
are supplementary to those of Jiangyin Special Steel, Xin Yegang and Daye
Special Steel also manufacture high alloy steel, tool and die steel and
seamless steel tubes. Through this acquisition, synergies can be created in
broadening the products offered and improving geographic coverage of
customers. Xin Yegang and Daye Special Steel will also benefit from the
increased productivity and efficiency brought by modern management,

techniques, and years of experience and expertise of CITIC Pacific.

The special steel market in China is roughly 8% of the approximately

270 million tonnes of total annual steel production, compared with
15-20% in industrialized countries. As China’s economy and in particular
its auto market, power equipment, petroleum, petrochemical and
industrial machinery manufacturing industries continue to grow, it is
inevitable that more and more special steel will be needed. The
combination of Jiangyin Special Steel, Xin Yegang and Daye Special Steel

makes CITIC Pacific a major factor in the special steel market in China.
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Property

LB BB T E in HK$ million 2004 2003
= Turnover 768 401
e B B Contribution 608 508
142 A FRALL 1 Proportion of total contribution 16% 19%
FAE Net assets 19,519 18,986
BARRAX Capital expenditure 1,291 104
BAEmmEiE
B (FFHR)
Approximate GFA
gl Type Ownership ('000 sq. ft.)
-t Properties in Hong Kong
REY Investment Properties
PEAE [GES CITIC Tower Commercial 40% 562
X—H [GES Festival Walk Commercial 50% 1,200
AREITEER D [EES DCH Commercial Centre Commercial 100% 389
Efm o a Wyler Centre Industrial 100% 393
BEFR L I Broadway Centre Industrial 100% 342
MR Z A D T Yee Lim Industrial Centre Industrial 100% 320
Hith =S| Others Various 100% 546
BEIEA Development Properties
asE FERE Discovery Bay Residential township 50% 3,000
D EmMNE FEREE Tung Chau Street, Cheung Sha Wan  Residential / Commercial ~ 100% 321
A *= Others Residential 100% 758
==ty ES Properties in Shanghai
REY Investment Properties
FEREES [SES CITIC Square Commercial 80% 1,137
ElINC) F=E Royal Pavilion Residential 100% 374
REIEA Development Properties
E P F=E New Westgate Garden Residential 100% 3,000
SHEIEA F=E Qingpu Development Residential 100% 1,000
NEE 3o YImiiEsE  Near Pudong Airport Logistic Development 100% 3,000
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CITIC Pacific’s properties are located in Hong Kong and mainland China,
in particular Shanghai and its surrounding provinces. They consist of
large-scale residential and commercial investment properties and
development projects. CITIC Pacific has an experienced property team
that actively participates in every aspect of a project, from identifying
investment opportunities, supervising the construction of the property

to managing the completed development.

In Hong Kong, CITIC Pacific has a land bank of about 4.1 million sq. ft.
gross floor area available for development, of which about 3 million sq. ft.

is in Discovery Bay.

Discovery Bay, 50% owned by CITIC Pacific, is a large residential
development jointly developed with HKR International Ltd. Since its
commencement in 1973, Discovery Bay has grown from a holiday resort
to a fully integrated, self-contained suburban multinational residential
community of both locals and expatriates. Its planning is based on

the concept of a private car free, green town development with a
comprehensive range of educational, community and social facilities

to serve the Discovery Bay population. Situated on the Northeastern
shore of Lantau Island, Discovery Bay is endowed with ample open space,
recreational and leisure facilities including a private beach, a central park,

scenic promenade, golf courses and a marina.

The current Yi Pak Bay development is located in the northern part of
Discovery Bay with a total gross floor area of approximately 2.34 million
sq. ft., of which 0.98 million sq. ft. has been developed as Siena One

(Phase 11) and Siena Two (Phase 12). Siena One, with a gross floor area of
0.34 million sq. ft., has all been sold. Siena Two, with a gross floor area of
0.64 million sq. ft., was 98% sold at the end of 2004. Construction work for
Phase 13, which has a gross floor area of 0.53 million sq. ft., is progressing

well with completion being targeted for the end of 2005.

In October 2004, CITIC Pacific reached an agreement with the Hong Kong
Government on the premium payable for development of the Tung Chau
Street Site in Cheung Sha Wan, Kowloon into a residential and
commercial development with a gross floor area of approximately 0.32
million sq. ft. The design and site works for the project is in progress with

target completion in 2008.
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CITIC Tower, 40% owned by CITIC Pacific, is our headquarters and a
landmark on the Hong Kong waterfront comprising 562,000 sq. ft. of
offices, retail shops and restaurants, and linked to the Admiralty MmTR
station with a footbridge. The building is currently 99% occupied. Rentals
strengthened in 2004 compared with 2003.

Festival Walk, a 1.2 million sq. ft. of shopping and office complex, is 50%
owned by CITIC Pacific. Jointly developed with the Swire Group, it is
located at the interchange of the Kowloon Canton Railway and Mass
Transit Railway in Kowloon Tong. Completed in 1998, Festival Walk is one
of the most successful shopping centres in Hong Kong where vacancies are

rare and rentals are firm.
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CITIC Pacific’s strategy in property going forward is very much focused on
the mainland China market, in particular, Shanghai and its surrounding

provinces where there is strong demand for quality housing.

The New Westgate Garden is located in the Huangpu District of Shanghai,
adjacent to Xizang Nanlu and Jianguo Donglu. It is within walking
distance from a future subway station of the new Metro Line 8. With a
gross floor area of approximately 3 million sq. ft., it comprises residential
towers, a multi-storey commercial complex with retail shops and a
basement carpark. In August 2004, the sale of the first 255 flats met
overwhelming interest and all were sold in a few days. The sale of the
second set of 197 units began in early March 2005 and again, all units
were sold within a few days. The rest of the 1st phase is scheduled for

sale towards the end of the first half of 2005.

CITIC Square, 80% owned by CITIC Pacific, is a Grade A retail and office
tower in Nanjing Xi Lu, Shanghai. Its rental continues to do well with full
occupancy. Royal Pavilion, 100% owned by CITIC Pacific, is a luxury

service apartment, with occupancy of 96%, and its rental income is stable.

CITIC Pacific also owns a site of about 4.74 million sq. ft. near Shanghai

Pudong Airport for future logistic development.

In December 2004, CITIC Pacific won a public tender to buy a 1.45 million
sq. ft. site in the Qingpu District of Shanghai, which is zoned for a

1 million sq. ft. low-density residential project. In addition, CITIC Pacific
is also in the process of acquiring two blocks of land nearby to enhance

overall development.

Also in December 2004, CITIC Pacific signed an agreement with a local
party to form a joint venture company to develop a commercial project
with a gross floor area of approximately 1 million sq. ft. in Ningbo,

Zhejiang Province.
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Marketing and Distribution

25 Location A HE Ownership
AET BB Dah Chong Hong Hong Kong 100%
== BB Sims Trading Hong Kong 100%
LB BB A in HK$ million 2004 2003
EHE Turnover 12,078 12,136
st ) B ek Contribution 284 264
4R A ERALL 51 Proportion of total contribution 7% 10%
FAE Net assets 3,708 3,234
BARFEZ Capital expenditure 203 211

K E 47 (www.dch.com.hk) PA 2 85 155
TS AR AT o HEEEE S
AT WS SR B R B > [ REHL AR HAS Bk
Fom & KEERER

Dah Chong Hong (www.dch.com.hk) is a major distributor of motor
vehicles and consumer and food commodity products with substantial
operations in Hong Kong and mainland China, and businesses in Japan,

Singapore and Canada.

KETHHE DCH Motor

LEE GBI E in HK$ million 2004 2003
EERE Turnover 6,730 7,083
gl N=N s Contribution 148 188

KEGREBRRWREDIHE L — o K
SRR AELEFETIGIEA R 526% - KB

In Hong Kong, DCH Motor is one of the largest distributors of motor

vehicles with a 26% market share in 2004. It distributes a wide range

AT RT AR 5B R Ay of vehicles:
EHEE Units sold

RELER fhhg Type Brands 2004 2003
FLRE TRan ~ Bl - FF) Passenger cars Acura, Audi, Bentley, Honda,

AH - HE - B&E - Nissan, Opel, Saab, Volkswagen

wE - BT 5,539 4,695
E5 K= A+45 %8 - Commercial vehicles  DAF, Isuzu, MAN,

UDAKE S UD Nissan Diesel 2,931 2,310
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DCH Vehicle Sales in Hong Kong
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The overall performance of the Hong Kong motor market improved
significantly from its low in 2003. Total vehicles sales in the territory

rose 18.5%, the result of a better economic environment as consumers’
confidence in the economy returned. DCH outperformed the market with
total unit sales growth of 21%. Its commercial vehicle sales registered a
gain of 27% compared with 2003 and DCH managed to expand its market
share in this segment to 34% thanks to the revival of cross-border
transportation. DCH’s passenger car sales increased 20% compared with
2003. During 2004, DCH obtained from GM the dealerships of two
European brands, Opel and Saab, broadening DcH’s product portfolio.

In addition to selling motor vehicles, a big part of DCH’s business is to
provide an extensive range of motor related services such as after sales
service and inspection, parts retail and distribution, leasing and fleet
management, and aviation ground supporting services. DCH Motor

Service Centre in Kowloon Bay is the largest in Hong Kong.
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XEfTREEHES #E Dah Chong Hong and Sims in China
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In mainland China, DcH distributes both imported and domestically
manufactured vehicles through local partners where, unlike Hong Kong,
distributorships are not exclusive. Overall vehicle sales in the mainland
grew 15% in 2004, a much slower pace than the 34% growth experienced
in 2003 as the industry goes through a period of consolidation. The
reduction of the availability of credit as a result of the macro economic
measures taken by the Chinese government negatively impacted motor
vehicle sales, in particular the sales of large, expensive trucks such as
Isuzu. bcH’s commercial vehicle sales dropped 38% compared with a
robust 2003 primarily due to the sharp decrease in imported truck sales.
On imported passenger vehicle front, even though unit sales increased,

over supply, credit tightening, the eventual abolition of the import quota




& HEE Units sold

BRI M (RETHAEEMN) Type Brands (DCH & partners) 2004 2003
fLRE A0 :&EF - AH - Passenger cars Imports: Bentley, Honda, Nissan,
HE BB & Opel, Renault 3,574 2,983
AHAERE  ERBK Domestic: Beijing Hyundai,
EMNAH - SEEaE - Guangzhou Honda, Hainan Mazda,
REHE Dongfeng Nissan 4,051 3,188
BE A0 : A5 R - Commercial vehicles  Imports: Isuzu, lveco, UD Nissan Diesel 3,404 6,586
UDKE 7
AR ER Domestic: Qingling, Dongfeng
IR AL - R KM Nissan Diesel, Naveco 1,498 1,346
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system and frequent price cuts resulted in reduced margins for this
segment. In anticipation of the change in import vehicle policy that
favours one exclusive wholesaler for each brand, DcH has expanded its
efforts in developing local dealerships for both domestic and imported
brands. In 2004, much effort was made in system development and service
quality improvement to better position DCH in its future expansion in
mainland China.

Working with local partners, DCH’s sales and service network now covers
13 cities in mainland China including 10 integrated sales, service and
spare parts centres. The implementation of the Automobile Industry
Development Policy in China will certainly create a more matured

business environment for experienced operators like DCH.

RETHEHEIPEKREZRE
DCH Vehicle Sales to mainland China
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REDAINZE 5 Non-Motor Trading

LB E BTt E in HK$ million 2004 2003
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DCH Trading: DcH distributes consumer and commodity food products
including provisions, rice and cereal, edible oils, Chinese foodstuffs and
meat, cosmetics, building materials, and home electric appliances, and is
involved in E&M engineering projects and maintenance services. Through
its extensive global sourcing network, efficient logistics support and
nationwide distribution network, DCH was able to achieve good results

in 2004. pcH’s broad product portfolio enables it to spread trading risks.
A good example was DCH’s ability to offset the adverse sales impact on
the frozen meat re-export business to China, where it was seriously
affected by mad cow disease and avian flu control measures, through

increased sales of alternative products.

In mainland China, much effort was made on laying the groundwork for
participation in upstream production/processing and logistics business
with the Xinhui industrial park and logistics hub being targeted for
business commencement in the latter half of 2005. DcH took an equity
interest in a small electrical appliance manufacturing plant in Shunde to

realize upward integration for its existing electrical appliances business.

Sims Trading: Sims Trading (www.simshk.com) specialises in the
distribution of branded food, beverage, household and healthcare
products in Hong Kong, Macau, and mainland China for the retail and
catering markets. The brands represented by Sims include Pocari Sweat,
Ovaltine, Almond Roca, Barilla, Avoset for the Hong Kong market and
Pringles, Ferrero, Campbell’s, Almond Roca, UHA and Taier for the
mainland China market. Sims provides third party logistics services to

major companies such as Heineken, Gillette, Pizza Hut and Seven Eleven.

2004 saw Sims making significant progress in expanding its portfolio of
representation and their distribution in the market, and as a result, profit
increased. Looking ahead, Sims plans to transform its role from being

an added value distributor to becoming a partner in manufacturing and
other businesses, enabling Sims to manage the entire supply chain process
and to provide total solutions for its business partners and customers.

In November 2004, a joint venture agreement was signed with Otsuka
(China) Investment Co. for the manufacturing and marketing of the

Pocari Sweat sports drink in Guangdong.



o Ath 5% %5

Other Businesses

HEEARTH

R E B R EA T SR RA R ([ {F
E7AR | www.citiccapital.com) Z FE KR >
BEA H50% Mt > P EEATI R — K EER
B A AR ERAT - R
B BE R A mE - EEE - BRH K
BTG UETE o G EATE —FF D4R (HEE
TR AR I B A

FEARSEME T - SEB RIS I
IR B2 R A3 BT > Hr G R S )
B AL 75 oI 2 B2 v W 1348 7T S s W LofRi o -
[EBS T SE 5 T - 92508 2 TR A B SR il
B BEFERLBW70ETEN - EE
B RSETS S R A BN - A 2 1
& FTE RS R BN BT S AR 1)
oo BI TR TIEIE S L - BEE AT £
HTS(E T o W KEAC BT ARG K IR -
E m E RS R TR > AR
heziie 2 SUERITIEZ SIS 1 sia g0
BEF o WA > SR TEE A Brgm

CITIC Capital Markets

50% owned by CITIC Pacific, CITIC Capital Markets (www.citiccapital.com)
is a China focused investment bank with its core businesses in corporate
finance, equity and debt capital markets, asset management, brokerage and
research. 2004 marked the second full year of ccmH’s operation during

which continued solid results were achieved.

CcCMH’s investment banking business continued to gather momentum
with the successful execution of deals such as the HK$1.3 billion listing
of Weichai Power and HK$1 billion listing of Beijing Media. On the debt
capital markets front, total loans of HK$7 billion were arranged for clients
employing innovative and flexible structures. The asset management
business saw strong growth with total asset under management of
approximately US$500 million by the end of 2004. A number of new funds
were launched and overall performance of all funds achieved satisfactory
results. Significant inroads were made in the further expansion of ccmH’s
brokerage business where quality and insightful research played a key
role in securing a number of reputable institutional clients. Additional

brokerage outlets were opened in 2004.
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Introduction

CITIC Pacific’s 2004 Annual Report includes a letter from the Chairman to
shareholders, the annual 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.

Profit Attributable to Shareholders

The net profit attributable to shareholders for the year ended 31 December
2004 was HK$3,581 million, an increase of 175% compared with HK$1,301
million achieved in 2003. The adoption of three new accounting standards
increased the profit of 2004 by HK$492 million as compared with using
the old standards. The other reasons for the increase in profit are

described below.
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Business Segments Contribution

The contribution made by major business units in the year of 2004,

compared with the same period of 2003, were:

a Fl B Jk Contribution

B EET HK$ million 2004 2003 2004 - 2003
%E Power Generation 439 229 210
fze Aviation 1,398 421 977
AR I Civil Infrastructure 329 635 (306)
ERE Communications 133 230 (97)
LSRR RIS Special Steel Manufacturing 438 178 260
L/ES Property 608 508 100
$HE M) iH Marketing & Distribution 284 264 20
REYEE Investment Properties Revaluation 181 (587) 768
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Compared with the contribution for year 2003:

Power Generation: there was an 8% increase in power produced at
existing power plants and the newly acquired North United Power and

Han Feng made first contributions.

Aviation: Cathay Pacific and Dragonair carried a record number of
passengers and cargo in 2004. Passenger traffic was depressed in 2003
due to saRS. HACTL handled a record volume of cargo and Air China
Cargo contributed for the first time.

Civil Infrastructure: our two tunnels in Hong Kong made a similar
contribution to 2003, and the reduction in contribution was because
CITIC Pacific no longer owned the bridges and tunnels in Shanghai
in 2004.

Communications: CITIC Telecom 1616’s performance in 2004 was
similar to 2003 as were those of Guoan, but the contribution from
cTM decreased due to competition. Expenditure was incurred on other

communication businesses in their development stage.

Special Steel Manufacturing: higher margins were achieved in 2004
on a slightly higher volume due to strong demand for the high quality
steel produced by the Xingcheng Steel Plant.
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* Property: the sale of 255 flats at the New Westgate Garden increased
the contribution from property development. Property leasing

contribution increased both in Hong Kong and Shanghai.

e Marketing & Distribution: The Mainland motor business was affected
the reduced availability of credit, especially for large trucks. The
Hong Kong motor business outperformed the market with a unit sales
growth of 21%. The contribution from food trading, cosmetics and

other non-motor businesses grew both in DcH and sims.
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The Annual Report contain business segment information for turnover and
profit before net finance charges and taxation for consolidated activities,

jointly controlled entities and associated companies.




it & 57 Geographical Distribution

AR P DL RS 2 i R R R E The division of contribution and assets between Hong Kong, mainland
T By T 2E T 2 B T e 4 B A A o China and overseas is shown below based on the location of the base of

each business’s operations.

#h & 5 e
Geographical Distribution

2003 2003
BLE+=—A=+—-HL +ZA=t+—-B#H
For the year ended 31 December As at 31 December
B HER % REHEEE %
Contribution % Assets at Book Value %
Wl &5 RIFTIE Hong Kong SAR 71 B Mainland China W 85N Overseas
FEXH Interest Expense

ASE 2 A S f s O C B> £ The Group’s interest expense decreased from HK$400 million to HK$376
SEETAEET  FEREEMAH KLY million mainly due to a decrease in borrowing cost from approximately
4.6% Y £3.4% o 4.6% to 3.4%.
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Group Liquidity and Capital Resources

General Policies

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.

We aim to diversify our funding sources through utilisation of both banking
and capital markets. To the extent it is possible, financing is 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 it is subject to the market risk of the foreign exchange
rates 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
usually accounts 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 31 December
2004, around 28% of the Group’s total assets were based in mainland
China and the Group was long RMB15 billion.

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

instruments to manage long term interest risk.

The Company only uses derivative transactions for interest rate and
currency hedging purposes, speculative trading is prohibited.
Counterparties’ credit risks are carefully reviewed and in general, the
Company only deals with financial institutions with credit rating at least
investment grade. The counterparties’ lending exposure to the Group is

also an important consideration as a means to control credit risk.
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Cash Flow
By design, most of the Group’s debt is raised at the holding company level.

Z BB

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 contributions by each business segment:

BEEHET HKS$ million 2004 2003
HEAER Infrastructure
%HE Power Generation 469 317
fze Aviation 649 334
e ST Civil Infrastructure 362 283
ERE Communications 111 232
HEESE Special Steel Manufacturing 153 0
LS Property 1,573 1,090
HERDH Marketing & Distribution 35 123
Hith Others 50 72
&t Total 3,402 2,451
EBCHERE BERRESRE
Cash Flow from Operations Cash Flow per Share
JEERET 15— BT
HKS$ billion HK$
10—
©
~ o
T <
T @
5- & N «
s - N
o -
S
o to) o ©
0- ol 1) - -
00 01 02 03 04 00 01 02 03 04
e I )% Property Wl LEEB s ERRERE
Sale of Businesses From Cash Flow per Share from the Sale of Businesses
I SE i R A
I SHE K 8 Special Steel R ERAZ BRIRS TS

Marketing & Distribution

Manufacturing & Others

I E AR Infrastructure

From Regular Cash Flow per Share
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Cash contribution from Marketing & Distribution to the Group reduced

since Dah Chong Hong reinvested most of its operating cashflow to

various new projects in the mainland.

FEReREME Summary of Consolidated Cash Flow Statement
BB BT HK$ million 2004 2003
ReFrEra/ RER) Net Cash generated from / (invested in)
RAER consolidated activities 1,204 1,535
HEZH B jointly controlled entities 49 23
/NG| associated companies 1,526 (266)
®E investments 393 263
PEEGERREER Sale of business interests and marketable securities 109 6,370
BRI R 2 RAE Capital expenditure and investment in new businesses (7,460) (1,207)
FiE Tax (178) (148)
BXAFEFE Net interest paid (310) (397)
(4,667) 6,173
B Dividends paid (2,189) (4,377)
EEEM Increase in borrowings 3,698 1,151
AT AR Share options exercised 68 -
1,577 (3,226)
RERFERBE 2 ORd)/#I (Decrease)/Increase in cash and cash equivalents (3,090) 2,947
SEEEERBES Group Debt and Liquidity

R FFENFET - H=Z1—H  REEZEE
ME LAWY —TN T ANEL (SRR
A=+—H BT Z0ET)  miak
SRATAERK R A s B OB T - ARG
—H P CE MERFEE T =
A2 AR AR HEL - FARBZER
JEAL B AR Bl SR A T A 2 1% TR
H o BRI REBREFABGEAERFTA S
24% (ZFFZAFTZA=1—H 1 11%) ©
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As of 31 December 2004, the Group’s total outstanding debt was HK$14.6
billion (31 December 2003: HK$10.5 billion), cash and deposits with

banks were HK$2.4 billion giving a net debt of HK$12.2 billion compared
to HK$5 billion at 31 December 2003. The increase in net debt was mainly

due to new investments as detailed under Capital Expenditure Section.

Leverage, measured by the net debt to total capital, was 24% (31 December

2003: 11%).
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Total Debt

Total debt increased due to capital expenditure and new investments of
HK$7,460 million. The debt at 31 December 2004 that will mature to the
end of 2005 amounted to 6% of the total debt and at that date the Group
had deposits with banks of HK$2.4 billion, exceeding the loans due for
repayment in 2005.

RS =R FIEZE
Total debt Interest Cover
BB ET 20— JEMEIE 5T HKS billion
HK$ billion
6
15—
5 15x
4 12x
10—
3
6Xx 8x
5— 2 5x
| \
0- 0
00 01 02 03 04 00 01 02 03 04
I 71 F1% After the fifth year W FEERM S - B8 - e R 2 55T EBITDA

B -ERFR (RIEEEMRT)

In the third to fifth year inclusive

Il AF A In the second year

B —F A In the first year

TEEH

A TERPAE > REFEFE S - BUE - 78
T A8 8 2 % G A B DARIE S A 15.1 5 1
TEREF=EMRBT.8 R Bk A
175% » A 32 AR D 6% o

Bl TSRS BE - MEREEOFRFEFEZH (x =)
EBITDA/Interest Expense (x = times)

Il 7S Interest Expense

Interest Cover
EBITDA divided by interest expense for 2004 was 15.1 compared to 7.8 in
2003, due to the 175% increase in profit and a 6% decrease of total

interest expense.
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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. 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 24%.
Interest cover, defined as EBITDA divided by interest expense, was 15.1 in
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 Annual 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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10 Year Statistics

FROEBEHET) At year end (HK$ million) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
BRED Shareholders’ funds 26,971 36,912 40,538 42,032 38,240 41,304 41,471 42,488 38,772 37,892
Bt (B%IT) per share (HK$) 18.40 17.30 19.06 19.76 17.98 18.81 1894 19.41 17.72 17.29
BE Debt
BfE Debt 9,706 10,243 23,302 22,075 18,563 15,709 14,639 9,267 10,528 14,580
RITIFR Bank deposits 614 594 710 900 8,044 5,201 4,631 2,545 5511 2,417
FEEGBER Net debt / total capital 25% 21% 36% 34% 22% 20% 19% 14% 11% 24%
FEFE(E) Interest cover (times) 10 19 6 4 4 5 6 12 8 15
BB Capital employed 36,677 47,155 63,840 64,107 56,803 57,013 56,110 51,755 49,300 52,472
ETEE Fixed assets 9,045 9,929 10,472 11,765 11,916 13,433 14,702 15,804 15,526 18,762
HENEHIEE Jointly controlled entities 509 798 859 831 1,396 2,019 2,365 3,582 4,085 7,852
=N Associated companies 20,046 25,393 38,812 38,799 20,987 23,630 22,893 22,377 22,805 21,662
"E Investments 5,644 9,183 11,170 11,548 14,511 9,264 8,070 7,092 1,027 1,121
e Stockmarket capitalisation 53,000 95,800 65,520 35,530 62,230 60,720 37,993 31,514 43,332 48,444
MR 4B Number of shareholders 6,545 6,215 8,642 14,987 13,506 9,808 11,044 12,260 12,198 11,554
8T Staff 11,500 11,750 11,800 11,871 10,490 11,354 11,733 11,643 12,174 15,915
FE(BEEET) For the year (HK$ million)
e SEN T Net profit after tax
B 18055 7 Net profit after tax 2,963 6,769 7,201 2,628 2,735 3,291 2,092 3,843 1,301 3,581
Fh& (B¥%IT) per share (HK$) 1.47 3.18 3.38 1.24 1.29 1.49 0.96 1.76 0.59 1.63
FEEBEEMNER Contribution by major
business
%8 Power Generation 186 186 170 230 440 314 281 245 229 439
iz Aviation 707 1,054 702 (11) 659 1,475 324 1,263 421 1,398
ERR Civil Infrastructure 467 800 1,099 1,382 1,292 1,320 1,362 1,238 635 329
EEE Communications 974 648 322 65 51 92 277 521 230 133
g Special Steel Manufacturing 39 21 2 18 22 29 95 126 178 438
LIES Property 734 602 1,587 270 740 422 633 894 508 608
HERDH Marketing & Distribution 277 330 360 330 230 226 119 227 264 284
HEER Consumer Credit 78 89 84 167 - - - - - -
REYEE Investment Properties
(hifE) /#1E Revaluation (Deficit)/Surplus - - - - - - - - (587) 181
TREMNSIZE - B\ -
HrE R Fm T EBITDA 4,040 4,321 5,706 4,739 4,763 5240 3,923 5693 3,128 5,668
SREE GE%T) Dividends per share (HK$)
TR Regular 0.55 0.62 0.70 0.70 0.75 0.85 0.80 1.00 1.00 1.10
=33l Special - 0.30 0.30 - 2.00 - - 1.00 - -
BE(E) Cover (times) 2.7 2.7 2.7 1.8 1.7 1.8 1.2 1.8 0.6 1.5
et -
1. R E B T4 162T 2 BBt ERIFE 1258 [Freh ) A S L2 —FREZHFHFAE - ER-_FLE—FERUFZHT - WHEAFEBERNZEETE

SRR ELFAETE - UL

Note:

1. Figures have been adjusted in year 2002 following the adoption of revised accounting standard of SSAP 12 ‘Income Tax’.
For comparative purposes, the figures for years 2001 and before have not been adjusted for effects on the adoption.
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Corporate Governance Practices

CITIC Pacific is committed to ensuring high standards of corporate
governance and first class business practices. The Board believes that good
corporate governance practices are increasingly important for maintaining
and promoting investor confidence. Corporate governance requirements
keep changing, therefore the Board reviews its corporate governance
practices from time to time to ensure they meet stakeholders’ expectation,
comply with legal and professional standards and reflect the latest local
and international developments. The Board will continue to commit itself

to achieving a high quality of corporate governance.

Directors’ Securities Transactions

The Group 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 fully complied
with the required standard set out in the Model Code throughout the year
of 2004.

Board of Directors

The Board currently comprises ten executive and six non-executive
directors of whom four are independent as defined by the Stock Exchange.
Independent non-executive directors are one-quarter and the
non-executive directors are over one-third of the Board. Under the
Company’s articles of association, all directors are subject to retirement by
rotation and their re-election is subject to a vote of shareholders at the

Annual General Meeting.

The Board oversees the Group’s strategic development, and determines the
objectives, strategies and policies of the Group. The Board also monitors
and controls operating and financial performance in pursuit of the
Group’s strategic objectives. The Board members have access to
appropriate business documents and information about the Group on a
timely basis. All directors and Board committees have recourse to external
legal counsel and other professionals for independent advice at the Group’s

expense if they require it.
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Two Board committees, namely, the Audit Committee and the
Remuneration Committee have been established to oversee particular
aspects of the Group’s affairs. The Board has delegated the day-to-day

management and operation of the Group’s businesses to management.

The Board meets regularly to review the financial and operating
performance of the Group and other business units, and approve future
strategy. Four Board meetings were held in 2004 and the average
attendance rate was 89%. Individual attendance of each director at the
Board meetings, the Audit Committee meetings and the Remuneration
Committee meetings during 2004 is set out below:

HEE / GFRH
Attendance / Number of Meetings

e BIZEEE WHEES
2 Director Board Audit Committee Remuneration Committee
HITES Executive Director
KRS —F)E Mr. Larry Yung Chi Kin — Chairman 4/4
SEIRER A Mr. Henry Fan Hung Ling 4/4
RERERE Mr. Vernon Francis Moore 4/4
ESND S Mr. Peter Lee Chung Hing 4/4
Fuéd = e & Mr. Norman Yuen Kee Tong 4/4
PSS 4 Mr. Yao Jinrong 4/4
BIRA L& Mr. Chang Zhenming 1/4
FHMEE Mr. Li Shilin 2/4
ERIAREE Mr. Carl Yung Ming Jie 4/4
RIES A Mr. Liu Jifu 4/4
BIFHITES Independent Non-executive Director
AEHEE Mr. Hamilton Ho Hau Hay 3/4
BRITE Mr. Alexander Reid Hamilton 4/4 4/4 3/3
(BZREZEEXRE) (Chairman of the Audit Committee)
R 68 7% 5t = Mr. Hansen Loh Chung Hon 4/4 4/4
fRIES 54 Mr. Norman Ho Hau Chong 3/4 3/3
FHEESER) (Chairman of the Remuneration Committee)
FHITES Non-executive Director
REZLAE Mr. Willie Chang 4/4 4/4 3/3
EEERE Mr. André Desmarais 4/4
(EFmAgRtarsa (Two of the meetings were attended by

FTEZEFERLRE )

the alternate of Mr. André Desmarais.)

B T AR T S T R A 2 s R
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To implement the strategies and plans adopted by the Board effectively, an
executive committee of selected executive directors and senior managers
meets monthly to review the performance of the businesses of the Group,
co-ordinate overall resources and make financial and operational

decisions.
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Chairman and Chief Executive Officer

There is a segregation of duties between the Chairman’s responsibility for
leadership and management of the Board and the Company’s strategy, and
the Managing Director’s responsibility to implement the Company’s

strategy.

Non-executive Directors

There are currently six non-executive directors of whom four are
independent. Under Article 104(A) of the Company’s Articles of
Association, they are subject to the retirement of nearest to one-third of
the board each year but not explicitly subject to retirement at least once
every 3 years as required by the new Code on Corporate Governance
Practices. A resolution will be proposed at the annual general meeting
scheduled on 12 May 2005 to amend the Articles of Association in line

with the new code provision.

Audit Committee

The Board established an Audit Committee in 1995. All Committee
members are non-executive directors and two of them including the
Chairman are independent. The Committee members possess diversified
industry experience and the Chairman is an expert on financial and
auditing matters. The Committee meets four times each year, together with

senior management and auditors, both internal and external.

During 2004, the Audit Committee considered the external auditors’
projected audit fees; discussed with the external auditors their
independence and the nature and scope of the audit; reviewed the interim
and annual financial statements, particularly judgmental areas, before
submission to the Board; reviewed the external auditors’ management
letter and management’s response; reviewed the internal audit programme,
findings and management’s response; and reviewed the Group’s adherence
to various Codes described below. As a result, they recommended the

Board to adopt the interim and annual report for 2004.
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Remuneration Committee

During 2004, the Remuneration Committee reviewed the remuneration
policies and approved the salary and bonus of the executive directors and
certain key executives, reviewed the remuneration policy of the Group and
approved the granting of options. Three meetings were held in 2004 with
the attendance rate of 100%. All Committee members are non-executive

directors and two of them including the Chairman are independent.

No executive director takes part in any discussion about his own
remuneration. The fee for each individual director sitting on the Board is
HK$150,000. The additional fees for the directors serving in the Audit
Committee and the Remuneration Committee are HK$100,000 and
HK$50,000 respectively.

Internal Controls
The Board recognises its responsibility for maintaining an adequate
system of internal control and prompt and transparent reporting of the

Company’s activities to the shareholders and to the public.

The internal control system is designed to facilitate the effectiveness and
efficiency of operations, safeguard assets against unauthorised use and
disposition, ensure the maintenance of proper accounting records and the
truth and fairness of the financial statements, and ensure compliance with
relevant legislation and regulations. It provides reasonable, but not
absolute, assurance against material mis-statement or loss and the
management rather than elimination of risks associated with its business

activities.
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Auditor’s Remuneration

Annually since 1989 PricewaterhouseCoopers have been appointed as
CITIC Pacific’s external auditors by shareholders. During the year,

the fees charged to the accounts of the Company and its subsidiaries
for PricewaterhouseCoopers’ statutory audit services amounted to
HK$7 million (2003: HK$6 million), and in addition HK$5 million
(2003: HK$0.5 million) for other services. The non-statutory audit
services consist of financial due diligence, tax compliance and the
interim review. The cost of audit services of subsidiaries not performed
by PricewaterhouseCoopers was HK$7 million (2003: HK$6 million).

Internal Audit

The Group Internal Audit Department supports management by carrying
out systematic independent reviews of all business units and subsidiaries
in the Group over a period of time. The frequency of review is determined
after an assessment of the risks involved. The Audit Committee endorses
the internal audit programme annually. The Group Internal Auditor has
unrestricted access to all parts of the business, and direct access to any
level of management including the Chairman, or the Chairman of the
Audit Committee, as he considers necessary. The Group Internal Audit
Department submits regular reports for the Audit Committee’s review in
accordance with the approved internal audit programme. Concerns which
have been reported by the Group Internal Audit Department are
monitored quarterly by management until appropriate remedial actions

have been taken.
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Codes

To ensure the highest standard of integrity in our businesses, the Group
adopted a Code of Conduct defining the ethical standards expected of all
employees, and the Group’s non-discriminatory employment practices.
Training courses on the Code are held regularly for all employees and the
Audit Committee receives a report on the operation, and the need for

revision, of the Code every year.

Throughout the year of 2004, the Group has complied with the Code of
Best Practice containing in Appendix 14 of the Rules Governing the
Listing of Securities on the Stock Exchange of the Hong Kong Limited.

The Group has endorsed the guide to good employment practices issued
by the Employers’ Federation of Hong Kong to promote good and

responsible employment standards.

Connected Transactions

During the period, CITIC Pacific has issued press announcements
in respect of a number of ‘connected transactions’, and the related
press announcements can be viewed in the Group’s website

(www.citicpacific.com).
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Fair Disclosure and Investor Relations

CITIC Pacific uses its best endeavours to distribute material information
about the Group to all interested parties as widely as possible. When
announcements are made through the Hong Kong Stock Exchange the
same information will be on its way to journalists and investment analysts
where an e-mail address or fax number is known and will be available to

shareholders on the Company’s website shortly thereafter.

CITIC Pacific recognises its responsibility to explain its activities to those
with a legitimate interest and to respond to their questions. Investors are
regularly received and visited to explain the Group’s businesses. During
2004, representatives of about 200 investment houses were briefed in our
office or at conferences and our roadshows in Hong Kong, U.S., Europe,
China and Singapore. Questions on the Company and its products and
services received from the general public, individual shareholders and
investment analysts were answered promptly. In all cases great care has

been taken to ensure that no price sensitive information is disclosed.

Information about CITIC Pacific can be found in the Group’s website
including descriptions of each business and the Annual Reports for last

six years.
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Financial Reporting

The Board recognises its responsibility to prepare the Company’s accounts
which give a true and fair view and are in accordance with generally
accepted accounting standards published by the Hong Kong Institute of
Certified Public Accountants. Appropriate accounting policies are selected
and applied consistently; judgments and estimates made are prudent and
reasonable. Hong Kong accounting standards have always broadly
followed international accounting standards and in 2004 the Hong Kong
Institute of Certified Public Accountants adopted many new and revised
accounting standards to converge Hong Kong standards with international
standards. The Group has chosen to early adopt three of the new or
revised accounting standards - HKFRS No. 3 Business Combinations;
HKAS No. 36 Impairment of Assets and HKAS No. 38 Intangible Assets.
The other new standards will be adopted in 2005. The Directors
endeavour to ensure a balanced and understandable assessment of the

Group’s position and prospects in financial reporting.
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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 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 Depository 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. Other 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: 6 May 2005 to 12 May 2005
Annual General Meeting: 12 May 2005, 10:30 a.m.
Island Ballroom, Level 5, Island Shangri-La Hotel
Two Pacific Place, Supreme Court Road, Hong Kong
Final Dividend Payable: 17 May 2005
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The Directors have pleasure in presenting to shareholders their report for
the year ended 31 December 2004.

Principal Activities

The principal activity of the Company is holding its subsidiary companies
and the principal activities of its subsidiary companies and associated
companies and their major areas of operation are set out in the Business

Review on pages 7 to 31.

Dividends

The Directors declared an interim dividend of HK$0.30 per share in
respect of the year ended 31 December 2004 which was paid on

22 September 2004. The Directors recommended, subject to the approval
of the shareholders at the forthcoming Annual General Meeting, the
payment of a final dividend of HK$0.80 per share in respect of the year
ended 31 December 2004 payable on 17 May 2005 to shareholders on the
Register of Members at the close of business on 12 May 2005.

Reserves
The amounts and particulars of transfer to and from reserves during the

year are set out in Note 5 to the summary financial statements.

Donations
Donations made by the Group during the year amounted to
HK$18 million.

Fixed Assets
Movements of fixed assets are set out in Note 4 to the summary financial

statements.

Issue of Debt Securities

On 15 February 1996, the Company issued and sold US$100 million
aggregate principal amount of its 7.37% Senior Notes due 2006 (‘Senior
Notes’) to financial institutions pursuant to note purchase agreements
dated 15 February 1996. All of the Senior Notes remained outstanding
at the end of the year.
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On 1 June 2001, CITIC Pacific Finance (2001) Limited, a wholly owned
subsidiary of the Company, issued and sold a total of US$450 million
principal amount of 7.625% guaranteed notes due 2011 (‘Guaranteed
Notes’) for refinancing the indebtedness of the Company and for general
corporate purposes, to investors pursuant to the purchase agreements
dated 24 May 2001 and 1 June 2001. All of the Guaranteed Notes remained
outstanding at the end of the year.

Save as aforesaid, neither the Company nor its subsidiary companies have

issued any debt securities.

Directors
The Directors of the Company in office during the financial year ended 31

December 2004 were:

Mr Larry Yung Chi Kin

Mr Henry Fan Hung Ling
Mr Vernon Francis Moore
Mr Peter Lee Chung Hing
Mr Norman Yuen Kee Tong
Mr Yao Jinrong

Mr Chang Zhenming

Mr Li Shilin

Mr Carl Yung Ming Jie

Mr Liu Jifu

Mr Willie Chang

Mr Hamilton Ho Hau Hay
Mr Alexander Reid Hamilton
Mr Hansen Loh Chung Hon
Mr Norman Ho Hau Chong
Mr André Desmarais

Mr Peter Kruyt (Alternate Director to Mr André Desmarais)
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Mr Leslie Chang Li Hsien has been appointed as an executive director of
the Company with effect from 1 April 2005. Thus, in accordance with
Article 95 of the New Articles of Association of the Company, he shall
hold office only until the forthcoming Annual General Meeting and is then
eligible for re-election. In addition, pursuant to Article 104(A) of the New
Articles of Association of the Company, Messrs Vernon Francis Moore,
Yao Jinrong, Chang Zhenming, Norman Ho Hau Chong and André
Desmarais shall retire by rotation in the forthcoming Annual General

Meeting and all, being eligible, offer themselves for re-election.

Management Contract

The Company entered into a management agreement with CITIC

Hong Kong (Holdings) Limited (‘CITIC HK’) on 11 April 1991 but with
retrospective effect from 1 March 1990 in which CITIC HK agreed to
provide management services to the Company and its subsidiary
companies for a management fee calculated on a cost basis to CITIC HK
payable quarterly in arrears. The management agreement is terminable
by two months’ notice by either party. Messrs Larry Yung Chi Kin, Henry
Fan Hung Ling, Vernon Francis Moore and Liu Jifu had indirect interests
in the management agreement as they are directors of CITIC HK. A copy
of the management agreement will be available for inspection at the
Annual General Meeting of the Company to be held on 12 May 2005.

Directors’ Interests in Contracts of Significance

None of the directors of the Company has or at any time during the

year had, an interest which is or was material, either directly or indirectly,
in any contract with the Company or any of its subsidiary companies,
which was significant in relation to the business of the Company, and
which was subsisting at the end of the year or which had subsisted at

any time during the year.
Share Option Plan

The Company adopted the CITIC Pacific Share Incentive Plan 2000
(‘the Plan’) on 31 May 2000.
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Since adoption of the Plan, the Company have granted two lots of share

options on 28 May 2002 and 1 November 2004 respectively. All options

granted and accepted can be exercised in whole or in part within 5 years

from the date of grant and none of such options were cancelled or lapsed

during the year up to 31 December 2004.

A summary of the movements during the year ended 31 December 2004

of the share options granted under the Plan is as follows:

A. Directors of the Company

FElREE
Number of Share Options
1TE(E 0451 A RO4F12A31HIE  R04F12A31H 1 04512 HE T
EELR B BT 1B 2 &7 FENED FREARITE 31HZ#&F fRAE 9 %
Name of director Date of Exercise Balance Granted during Exercised during Balance as at Percentage of
grant price as at the year ended the year ended 31.12.04 issued share
HK$ 1.1.04 31.12.04 31.12.04 capital %
KRR 28.5.02 18.2 2,000,000 N - 2,000,000
Larry Yung Chi Kin 1.11.04 19.9 - 2,000,000 - 2,000,000
4,000,000 0.182
SBIBER 28.5.02 18.2 1,600,000 - 1,600,000 -
Henry Fan Hung Ling 1.11.04 19.9 - 1,600,000 1,600,000 - -
2E8E 28.5.02 18.2 1,000,000 - - 1,000,000
Vernon Francis Moore 1.11.04 19.9 - 1,000,000 - 1,000,000
2,000,000 0.091
/NS 28.5.02 18.2 1,000,000 - - 1,000,000
Peter Lee Chung Hing 1.11.04 19.9 - 1,000,000 - 1,000,000
2,000,000 0.091
Bric = 28.5.02 18.2 500,000 - - 500,000
Norman Yuen Kee Tong  1.11.04 19.9 - 500,000 - 500,000
1,000,000 0.046
ol 28.5.02 18.2 300,000 N - 300,000
Yao Jinrong 1.11.04 19.9 - 500,000 - 500,000
800,000 0.036
BREA 28.5.02 18.2 500,000 - - 500,000 0.023
Chang Zhenming
M 28.5.02 18.2 300,000 - - 300,000 0.014
Li Shilin
LA 28.5.02 18.2 300,000 - - 300,000
Carl Yung Ming Jie 1.11.04 19.9 - 500,000 - 500,000
800,000 0.036
2E g 28.5.02 18.2 300,000 N - 300,000
Liu Jifu 1.11.04 19.9 - 500,000 - 500,000
800,000 0.036
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B. Employees of the Company working under continuous
contracts (as defined in the Employment Ordinance), other
than the Directors

el g
Number of Share Options
B B E 11(8 K041 A1H R04F12A31H 1 RO045F12A31H 1k R04F12A31H
BT 2RI FEARH FERITE 2R
Date of grant Exercise Balance Granted during Exercised during Balance
price HK$ as at the year ended the year ended as at
1.1.04 31.12.04 31.12.04 31.12.04
28.5.02 18.2 3,400,000 - 30,000 3,370,000
1.11.04 19.9 - 5,180,000 - 5,180,000
C. At C. Others
el g g
Number of Share Options
i B E 1128 K041 H1H R04F12A31H L RO04512A31H Lt R04F12A31H
BT 2RI FEARH FEATTRE 2RI
Date of grant Exercise Balance Granted during Exercised during Balance
price HK$ as at the year ended the year ended as at
1.1.04 31.12.04 31.12.04 31.12.04
28.5.02 18.2 350,000 - 350,000 -

EEZzESES

ERBRNE+H =+—H - WIEEH L
B (32 X BRG] ) 5535208 7117
ZEw %ﬂﬂlﬁnﬂﬁ"a A ) ST AT AR
2 GE 38 /i 78 X B GBIHEXVER) B 2
A

%ﬁw

Directors’ Interests in Securities

The interests of the directors in shares of the Company or any associated
corporation (within the meaning of Part XV of the Securities and Futures
Ordinance (‘SF0’)) as at 31 December 2004 as recorded in the register

required to be kept under section 352 of the sFo were as follows:
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1. Shares in the Company and Associated Corporation

R1n & B
Number of Shares
(G 1EBBITIRA
EARER EERE S K ikt BAOE S ER2ES
Personal Corporate Family Trusts and Percentage to the
interests interests interests  similar interests issued share capital
%
FEREBRAR CITIC Pacific Limited
KERE Larry Yung Chi Kin 400,381,000 18.265
SRR Henry Fan Hung Ling 1,600,000 44,600,000 2.108
HiEH Vernon Francis Moore 3,200,000 0.146
A Peter Lee Chung Hing 500,000 0.023
Bric = Norman Yuen Kee Tong 33,000 0.002
2E T Liu Jifu 40,000 0.002
o cpe Hansen Loh Chung Hon 1,050,000 500,000 500,000 0.071
=EE André Desmarais 99,800 100,242,000 4.578
1% 15 o 5o 3 Peter Kruyt 2,100 0.0001
(EBEEEZ (alternate director to
BEEE) Mr André Desmarais)
BEZ=MEERAT Cathay Pacific
Airways Limited
Feigz Hansen Loh Chung Hon 450,000 0.013
Wi Note:

1. #1751 500,000 RIR (7 5358 —FIH BRI EFE R A
FGHBZRAE  REBEEFA 2 EE#m ER
KIkEmES -

2. fEH#5H.2 100,242,000 8 (7 - 12,000 T33%
B—FhEHEFEZES 2 ZERFE 100,230,000
IR5i5 18— R B R E F (T RGBT AR 2%
BIRERE
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1. The corporate interests and the family interests of the relevant director duplicate
each other as the 500,000 shares are held through a company in which the
relevant director and his family are interested.

2. Out of 100,242,000 shares, 12,000 shares are held by a corporation controlled by
the relevant director and 100,230,000 shares are held indirectly by a corporation
of which the relevant director is the President and Co-Chief Executive Officer.

2. Share Options in the Company
The interests of the directors in the share options (being regarded as
unlisted physically settled equity derivatives) of the Company are stated

in detail in the preceding section of Share Option Plan.

Save as disclosed above, as at 31 December 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.
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Save as disclosed above, at no time during the year 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.

Substantial Shareholders
As at 31 December 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:

Name

RARZRIDEE
Number of Shares
of the Company

HEBETHRAB DX

Percentage to the
issued share capital
%

PEFEEEQR ([RELERD

REEE

Heedon Corporation

Honpville Corporation

CITIC Group (‘CITIC Beijing’)
CITIC HK
Heedon Corporation

Honpville Corporation

632,066,285
632,066,285
498,424,285
310,988,221

28.835
28.835
22.738
14.187

HiE A AR NI BB AT o A A
A2 EEBOR

PEEBZMBARERE

the following wholly owned subsidiary companies:

Name of Subsidiary Companies of CITIC HK

RARZRIDEE
Number of Shares
of the Company

CITIC HK is a substantial shareholder of the Company indirectly through

HEBETHRAB DX

Percentage to the
issued share capital
%

Affluence Limited

Winton Corp.

Westminster Investment Inc.

Jetway Corp.

Cordia Corporation
Honpville Corporation
Hainsworth Limited

Southpoint Enterprises Inc.

Affluence Limited

Winton Corp.

Westminster Investment Inc.
Jetway Corp.

Cordia Corporation
Honpville Corporation
Hainsworth Limited

Southpoint Enterprises Inc.

43,266,000
30,718,000
101,960,000
22,500,000
32,258,064
310,988,221
80,376,000
10,000,000

1.974
1.402
4.651
1.026
1.472
14.187
3.667
0.456
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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 Beijing 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 Beijing
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.
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Share Capital

The Company has not redeemed any of its shares during the year ended
31 December 2004. Neither the Company nor any of its subsidiary
companies has purchased or sold any of the Company’s shares during
the year ended 31 December 2004.

During the year ended 31 December 2004, the Company has issued
3,580,000 shares under the CITIC Pacific Share Incentive Plan 2000.

Auditors
The accounts for the year have been audited by PricewaterhouseCoopers
who shall retire and, being eligible, shall offer themselves for

re-appointment.

By Order of the Board,
Larry Yung Chi Kin Chairman
Hong Kong, 15 March 2005
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Consolidated Profit and Loss Account

WE _FRWE+ H =+ —H L4 for the year ended 31 December 2004

]
As restated
LB EE T E in HK$ million 2004 2003
=0 Turnover 22,912 26,180
BEEBER Profit from Consolidated Activities 2,293 1,127
Friba AR R Share of Profits Less Losses of
HEEHER Jointly Controlled Entities 570 341
BEAT Associated Companies 2,036 769
B R Net Finance Charges (302) (320)
BRB AR R Profit before Taxation 4,597 1,917
b Taxation (686) (370)
FEREF Profit for the Year 3,911 1,547
LERRES Minority Interests (330) (246)
BREEMEER Profit Attributable to Shareholders 3,581 1,301
®RE Dividends 2,411) (2,189)
BREF (B¥T) Earnings per Share (HK$)
f=%:N Basic 1.63 0.59
e Diluted 1.63 0.59
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Consolidated Balance Sheet

TERENFE AT H =1 —H L4 as at 31 December 2004

=7
FisE As restated
LB EB T E in HK$ million Note 2004 2003
BEEEE Fixed Assets 4 18,762 15,526
HEEHNER Jointly Controlled Entities 7,852 4,085
=N Associated Companies 21,662 22,805
RE Investments 1,121 1,027
BE Goodwill 272 223
EERBEE Deferred Tax Assets 94 85
REBEE Current Assets
FEME Properties held for sale 327 336
FE Inventories 2,778 1,880
FENBRTE - FEERT - e Debtors, accounts receivable,
RIERFRIA deposits and prepayments 4,188 4,248
BE RRITER Cash and bank deposits 2,417 5,511
9,710 11,975
REBE Current Liabilities
RITER  HERREX Bank loans, other loans and overdrafts
BEM secured 104 49
Egiigii unsecured 707 826
FESBRIE - FEFTERSR - Re Creditors, accounts payable,
KR RIE deposits and accruals 4,742 3,976
TRIEEE Provision for taxation 249 98
5,802 4,949
REBEEFE Net Current Assets 3,908 7,026
BEEABERRBEE Total Assets Less Current Liabilities 53,671 50,777
REMER Long Term Borrowings (13,769) (9,653)
ELEHEAE Deferred Tax Liabilities (333) (325)
39,569 40,799
B2 XK Financed by
&N Share Capital 877 875
& Reserves 5 35,261 36,365
BERE Proposed Dividend 1,754 1,632
BRRES Shareholders’ Funds 37,892 38,772
LR RER Minority Interests 1,677 2,027
39,569 40,799
R Larry Yung Chi Kin
HH Director
Bt )i Henry Fan Hung Ling
HH Director
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1 General Information

These summary financial statements from page 60 to 68 are not the
Group’s statutory financial statements and they do not contain sufficient
information to allow as full an understanding of the results and state of

affairs of the Group as would be provided by the full Annual Report.

2 Significant Accounting Policies

Basis of Preparation

These summary financial statements have been prepared from the
consolidated financial statements of the Group for the year ended
31 December 2004 (‘the Accounts’).

The Accounts have been prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with accounting standards
issued by the Hong Kong Institute of Certified Public Accountants (the
‘HKICPA’) (Formerly Hong Kong Society of Accountants). The recognition
of exchange differences on certain long-term liabilities in CITIC Pacific’s
associated company Cathay Pacific Airways Limited (‘Cathay Pacific’) does
not comply with Hong Kong Statement of Standard Accounting Practice
(‘ssaP’) No. 11 but does comply with International Financial Reporting
Standards (‘1FRS’) and Cathay Pacific’s policy is explained in accounting
policy Note 1(q) of the Accounts.

The HKICPA has issued new and revised Hong Kong Financial Reporting
Standards (‘HKFRS’) and Hong Kong Accounting Standards (‘HKAS’) (‘new
HKFRSs’) which are effective for accounting periods beginning on or after
1 January 2005.

As permitted under the new HKERSs, the Group has chosen to adopt these
three of the new and revised standards as of 1 January 2004, their impact

on the financial statement is set out below:
HKERS No. 3 Business Combinations;
HKAS No. 36 Impairment of Assets;

HKAS No. 38 Intangible Assets.

Previously Recognised Goodwill

Since 1 January 2004, the amortisation of positive goodwill has been
discontinued. As a result, the Group’s profit for the year ended

31 December 2004 is increased by HK$202 million.
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2 Significant Accounting Policies continued

Previously Recognised Negative Goodwill

The carrying amount of negative goodwill as at 1 January 2004, including
that credited to the capital reserve, has been credited to the opening
balance of retained earnings. As a result, the Group’s opening retained
earnings as at 1 January 2004 increased by HK$1,429 million with the
corresponding decrease in the capital reserve of HK$1,382 million and
HK$35 million of negative goodwill and increase in jointly controlled
entities of HK$12 million.

Included in the share of net assets of associated companies at 1 January
2004 is HK$2,207 million which does not meet the new identifiability
criterion in HKAS No. 38. This amount was the excess of the Group’s share
of the fair value ascribed to the net assets of an associated company over
the cost of acquisition at the time of acquisition. As a result, the opening
capital reserve and the net asset of associated companies as at 1 January
2004 had been reduced by HK$2,207 million from the closing balance at
31 December 2003.

The Group has not early adopted the new HKFRss in the financial
statements for the year ended 31 December 2004, except as disclosed in
the above, and is in the process of assessing the impact of these HKFRSs on

future accounting periods.

Prior Year Adjustments

Prior year adjustments have been made for the understatement of cost

of sales of a subsidiary company in the Group’s Communications segment
in prior years. As a result of these understatements, profit before taxation
and profit after taxation for year ended 31 December 2003 was overstated
by HK$5 million and HK$4 million respectively. The Group’s retained
earnings as at 31 December 2003 was decreased by HK$54 million.

The comparative figures have, therefore, been restated to record these
cost of sales and the corresponding payable to suppliers, as well as the

provision for taxation.

Also, an associated company in the Aviation segment has changed its
revenue recognition policy. Certain revenues which were recognised
immediately in the past are now amortised to the profit and loss accounts.
As a result, the retained profits as at 1 January 2004 and the profit for the
year ended 31 December 2004 of the Group is reduced by HK$64 million
and HK$15 million respectively.
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3 EEME 3 Directors’ Emoluments
£8 Group
LB E BTt E in HK$ million 2004 2003
ok Fees 2.9 1.8
e Salaries 8.9 10.4
1E4L Bonuses 103.1 83.3
114.9 95.5

HHME W The directors’ emoluments are analysed as follows:

EZE AZ Number of directors
B < %5 Z] Emoluments Bands 2004 2003
O 7T & ¥ 1,000,000 7T HK$0 - HK$1,000,000 6
7&#1,500,001 st £ E¥ 2,000,000 7T HK$1,500,001 - HK$2,000,000 2
75#2,000,001 7t &£ A% 2,500,000 HK$2,000,001 - HK$2,500,000 2 -
713,000,001 T = A% 3,500,000 7T HK$3,000,001 - HK$3,500,000 - 1
E#3,500,001 st & E¥ 4,000,000 7T HK$3,500,001 - HK$4,000,000 - 1
75#5,500,001 Tt &£ A% 6,000,000 7T HK$5,500,001 - HK$6,000,000 1 -
79,000,001 T = A% 9,500,000 HK$9,000,001 - HK$9,500,000 - 1
7&#9,500,001 st & E#10,000,000 7T HK$9,500,001 - HK$10,000,000 1 -
75#13,000,001 7t & 7#%13,500,000 7T HK$13,000,001 — HK$13,500,000 - 1
714,000,001 7T = 5% 14,500,000 7T HK$14,000,001 — HK$14,500,000 1 -
7&#15,500,001 7 £ E# 16,000,000 7T HK$15,500,001 — HK$16,000,000 - 1
75#19,500,001 7t & /120,000,000 7T HK$19,500,001 — HK$20,000,000 1 1
723,000,001 7T & B 23,500,000 7T HK$23,000,001 - HK$23,500,000 - 1
7E#25,500,001 7T & E# 26,000,000 7T HK$25,500,001 — HK$26,000,000 1 -
7% 30,000,001 7t & /#%30,500,000 7T HK$30,000,001 — HK$30,500,000 1 -

N BT ER e AER At

U (CERE=AE  EREHED) -

N AR M AN L A EE

H &8 C A TE Bk o

R ARFETEFEARFREHERE
B 173 B Wi et ) — % T F 4% T 7,600,000 /1% i 1B

RE(CERR=AE M) o
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Emoluments paid to independent non-executive directors during the

year amounted to HK$1.4 million (2003: HK$0.7 million).

The five highest paid individuals of the Group during the year were

also directors and their emoluments are reflected in the analysis

presented above.

During the year, 7,600,000 share options were granted (2003: Nil) to

certain directors of the Company under the CITIC Pacific Share Incentive

Plan 2000.
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4 Fixed Assets

&M Group
FRE
wEYE BRWE p&/ES TERE HeEs Hith =]
Properties
Investment Self-used held for Vehicular Plant and
LOBEM B E T E in HK$ million properties  properties development tunnel  machinery Others Total
AL E Cost or valuation
—TZE—A—H At 1 January 2004 7,923 3,611 713 1,983 2,237 2,417 18,884
Hiam Exchange adjustments 11 7 - - 4 10 32
NE Additions
BB A A) through acquisition of
subsidiary companies - - - - 954 17 971
Hit 7= others 1 559 1,224 9 551 666 3,010
HE Disposals
FRHEMBAR through disposal of
subsidiary companies - (29) - - (33) (23) (85)
Hin A= others 1) (15) (230) - (40) (85) (371)
EXRP S Revaluation surplus 181 - - - - - 181
EMHH Reclassification - 32 - - 196 (228) -
AEEE Impairment loss - - - - - 1) 1)
—ETNFE+=-_A=+—H At 31 December 2004 8,115 4,165 1,707 1,992 3,869 2,773 22,621
ZENE Accumulated depreciation
—ETWFE—A—H At 1 January 2004 - 665 - 622 824 1,247 3,358
Btk Exchange adjustments - 2 - - 1 3 6
RNEEHE Charge for the year - 76 - 92 215 234 617
A &5 el Written back on disposals
BEBRHENRBRA through disposal of
subsidiary companies - (11) - - (14) (10) (35)
Hit 7 others - 7) - - (22) (58) (87)
—TENFE+-_A=1+—H At 31 December 2004 - 725 - 714 1,004 1,416 3,859
REVFE Net book value
—ETNFE+=-A=1+—H At 31 December 2004 8,115 3,440 1,707 1,278 2,865 1,357 18,762
—ETE=F+=-H=+—H At 31 December 2003 7,923 2,946 713 1,361 1,413 1,170 15,526
it B EZ KA E The analysis of cost or
PHHT - valuation of the above
assets is as follows:
AR At cost - 4,165 1,707 1,992 3,869 2,773 14,506
HEHBE-ZTTNF At professional valuation
- 2004 8,115 - - - - - 8,115
8,115 4,165 1,707 1,992 3,869 2,773 22,621
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5 f##& 5 Reserves
£H Group
B REWE EXK
LB EETatE tnE EOREE BAFEE ShEE ®E  EEEE RBRF k)
Investment
Capital property  Exchange
Share redemption Capital revaluation fluctuation General  Retained
in HK$ million premium reserve reserve reserve reserve reserve profits Total
ZZZ=F—R—RB ' Z/FFI
At 1 January 2008, as previously reported 24,782 19 1,053 847 159 142 14,661 41,663
EFEHFHE
Prior year adjustment
—RB AR DR HERAR
Understatement of cost of sales of a subsidiary company - - - - - - (50) (50)
E2])
As restated 24,782 19 1,053 847 159 142 14,611 41,613
Frib B & R Rl
Share of reserves of associated companies - - - (242) (342) - - (584)
PRI 6 2 e
Goodwill written back on disposal - - 11 - - - - 11
EEZRERE
Impairment loss on goodwill - - 26 - - - - 26
MESHEEZ B
Deficit on revaluation of properties - - . 87) - - - 87)
NI 2R
Exchange translation differences - - - 5 (11) - - ©6)
BEEF
Transfer from profits - - - - - 40 (40) -
% 5R A 5
Profit attributable to shareholders - - - - - - 1,301 1,301
[Ee=)
Dividends = = - = - = (4,377) (4,377)
ZTT=F+-fA=1+—H
At 31 December 2003 24,782 19 1,090 523 (194) 182 11,495 37,897
&
Representing
ZTT=F+-fA=1+—H
Bt ARSEREKRE
At 31 December 2003 after proposed final dividend 36,365
BE_TT=FRERE
2003 Final dividend proposed 1,682
37,897
B TSR AR E 2 7R
Retained by
KRR RMEAT
Company and subsidiary companies 24,782 19 1,085 - 6 164 7,099 33,155
FEEESIEE
Jointly controlled entities - - 2 - - 15 412 429
i WNS)
Associated companies - - 3 523 (200) 3 3,984 4,313
24,782 19 1,090 523 (194) 182 11,495 37,897

66



5 e

5 Reserves continued

HH ez Group continued
BN BAGEE/ RADE EXEE
LB EETatE fetmfE FEOREE (BE) SHhRHE #E  HEEE RBRF 485
Investment
Capital Capital property  Exchange
Share redemption reserve / revaluation fluctuation General  Retained
in HK$ million premium reserve  (Goodwill) reserve reserve reserve profits Total
—ZZWMFE—-A—RB - FF1FFI
At 1 January 2004, as previously reported 24,782 19 1,090 523 (194) 182 11,549 37,951
RPN BB IS LRIEI5E (H7E2)
Early adoption of new HKFRS No. 3 (Note 2) - - (3,589) - - - 1,429 (2,160)
HEYTHE
Prior year adjustments
—MNB AR B HERK
Understatement of cost of sales of a subsidiary company - - - - - - (54) (54)
PG & R R FIRER 2 B
Share of associated company for change in profit recognition - - - - - - (64) 64)
E Tl
As restated 24,782 19 (2,499) 523 (194) 182 12,860 35,673
Tl R BB
Share of reserves of associated companies - - - 1 (131) - - (130)
il SRR HIE B8R
Share of reserves of jointly controlled entity - - - - - 11 - 11
SNEIRE 2R
Exchange translation differences - - - - 2 - - 2
RIBRE AT BB TR
Issue of shares pursuant to the Plan 66 - - - - - - 66
HE BB
Reserves written back on disposal - - 5 - 2) (2) - 1
jey=yagll
Transfer from profits - - - - - 53 (53) -
PR SR FE A 5
Profit attributable to shareholders - - - - - - 3,581 3,581
[%5)
Dividends - - - - - - (2,189) (2,189)
—ZTMEF-A=+—8H
At 31 December 2004 24,848 19 (2,494) 524 (325) 244 14,199 37,015
[As=3
Representing
—ZTMEF-A=+—8H
BETAESERARES
At 31 December 2004 after proposed final dividend 35,261
EE - ETMEREE
2004 Final dividend proposed 1,754
37,015
B TSR BIRE 2 K
Retained by
ENGIDS ) NG|
Company and subsidiary companies 24,848 19 (2,494) - 6 226 8,881 31,486
HEEHIER
Jointly controlled entities - - - - - 15 660 675
B R A
Associated companies - - - 524 (331) 3 4,658 4,854
24,848 19 (2,494) 524 (325) 244 14,199 37,015
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5 Reserves continued

Note :

The exchange fluctuation reserve included the Group’s share of the exchange
reserve of Cathay Pacific. As set out in accounting policies No.1(q) in the Accounts,
the Group’s profit and loss account for the year ended 31 December 2004 would
have decreased by HK$131 million (2003: HK$342 million) had SSAP No.11 been
adopted by Cathay Pacific.
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Auditors’ Statement on the Summary Financial Report

BB s o 5 4 2
BoPE %A R m R B Y
(P s R RS B A PR W)

A 58 B R R 1 2 5 68 H LB 1 S B A
SNEA R ERE AR AIEE T TIES
TH=E+— B R B R R

EERGBMEANER

BREFE QR - EHEFAAFHA
Al (R 55141 CE(1) WAL E i S B Hi
T o B SRR o B
(2 AMRAT)) 55 141 CF (1) B e b3k 2 B85 Hfi
LA R E —FFNET A=
— kAR R AR B F A ECAT B 2 A A
KERGHS > Iradl (A7 (EHAF
B A B A ) BLL) 58 SR BT 48 B R A XA
RERENG - G ASE Ak o

AR B AR 2 R (AR (EH AR
AR 2 ) BB SR SHRIT IR E > A%
FAIGR - BB RS R B
G A ) 4 R IR A o AR TR A LA
TERRNAEL T = I EEAERA T
R 20 ) R AT R 5 IR B AR A A
AT o BRULZ S A 5 At A o AR BT
AE AR B R FE A A A 8K
PEALATIRAL -

Auditors’ statement on the summary financial report to the shareholders
of CITIC Pacific Limited
(incorporated in Hong Kong with limited liability)

We have examined the summary financial report of CITIC Pacific Limited
for the year ended 31 December 2004 on pages 1 to 68 and the front and

back cover pages.

Respective responsibilities of directors and auditors
Under the Hong Kong Companies Ordinance, the directors are responsible
for preparing the summary financial report which complies with section
141CF(1) of the Hong Kong Companies Ordinance. In preparing the
summary financial report, section 141CF(1) of the Hong Kong Companies
Ordinance requires that the summary financial report be derived from the
annual accounts and the auditors’ report thereon and the directors’ report
for the year ended 31 December 2004, be in such form and contain such
information and particulars as specified in section 5 of the Hong Kong
Companies (Summary Financial Reports of Listed Companies)

Regulation, and be approved by the board of directors.

It is our responsibility to form an independent opinion on the summary
financial report, based on our examination, and to report our opinion
solely to you, as a body, and we are also required to state whether the
auditors’ report on the annual accounts for the year ended 31 December
2004 is qualified or otherwise modified, in accordance with section 5

of the Hong Kong Companies (Summary Financial Reports of Listed
Companies) Regulation, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this statement.
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Basis of opinion

We conducted our engagement in accordance with Hong Kong Standards
on Auditing and with reference to Practice Note 710 ‘The auditors’
statement on the summary financial report’ issued by the Hong Kong
Institute of Certified Public Accountants. Our examination includes
examining evidence supporting the consistency of the summary financial
report with the annual accounts and the auditors’ report thereon and the
directors’ report for the year ended 31 December 2004 and the compliance
of the summary financial report with the requirements of section 5 of
the Hong Kong Companies (Summary Financial Reports of Listed
Companies) Regulation, and performing such other procedures as we
considered necessary in the circumstances. We believe that our

examination provides a reasonable basis for our opinion.

Opinion
Based on the foregoing, in our opinion the summary financial report on

pages 1 to 68 and the front and back cover pages:

(a) is consistent with the annual accounts and the auditors’ report thereon
and the directors’ report of CITIC Pacific Limited for the year ended
31 December 2004 from which it is derived; and

(b) complies with the requirements of section 5 of the Hong Kong
Companies (Summary Financial Reports of Listed Companies)

Regulation.

We have audited the annual accounts of CITIC Pacific Limited for the year
ended 31 December 2004 and have issued an auditors’ report thereon
dated 15 March 2005 which is unqualified or otherwise unmodified.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 15 March 2005
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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 Summary Financial Report or the Annual Report in printed form or to
rely on their versions posted on the Company’s website. They may also at any time choose to receive the Summary Financial
Report or the Annual Report in place of the other. Shareholders may change their choice on these matters by writing to the
Company’s Share Registrars, Tengis Limited at G/F, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong.

If Shareholders have already chosen to reply on the versions of the Summary Financial Report or the Annual Report posted
on the Company’s website and have difficulty in gaining access to those documents, they will, promptly upon request, be sent

those documents in printed form free of charge. Please send the request to the Company’s Share Registrars.
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