n the six months ended 30 June 2001, Crric Pacific achieved a
net profit attributable to shareholders of Hk$1,500 million,
representing a 7% increase over the same period last year.
The Directors have declared an interim dividend of 11k$0.20, the
same as in 2000.

Business Review

Communications

Crmic Pacific’s long-term strategy for its communication business is
to utilize the vast Mainland market as our base, and Hong Kong as
the converging point for Asia, to develop a telecommunication
network which will eventually reach and serve the whole world.

In the Mainland, the construction of the China Express No.1
Backbone Network continues to progress and to date, over 23,000
route kms of fibre optical cable containing about 110,000 kms fibre
has been laid. In anticipation of future operational needs, it has been
agreed that the fibre kms will be increased from 154,864 kms to
224,144 kms within the original cost.

Equipment installation has been completed at more than 100
exchange points connecting most of the metropolitan areas from the
north to south and the major coastal cities in China. The Western
part of the country with cities of Chengdu, Chongqing and Xian as
the centres will be the focus of the project in the immediate future.

As announced when Crric Pacific acquired the China Express
No.1 project, the operation and management of the project will be
handled through Ciric Beijing. Negotiation regarding cooperation

between Crric Beijing and relevant parties is making good progress.
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Through its controlled subsidiary, Citic Guoan Information
Industry (can), our 50% owned associate Crric Guoan continued to

expand its cable TV operations. cal’s cable subscribers increased by

46,000 in the first six months of 2001 and the cable system is being

upgraded to be able to offer more value-added services to
customers. In the last several months, can has acquired a
telecommunication system integration business, and more recently
the Everbright Communication Corporation, further strengthened
Guoan’s capability and market position in the communication
business in China.

In May 2001, Crric Pacific entered a cooperative joint venture
with the city of Dalian to jointly develop a comprehensive
communication network in the city. Technical reviews and the
development of a business plan are underway.

In Hong Kong, Ciric Telecom 1616 moved its operations centre
into Crric Tower in July 2001 and has doubled its bp voice
switching capacities to 300,000 lines. Citic Telecom 1616’s voice
platform is now connected to more than 60 countries and serving
80 plus major local and international telecom carriers and
mobile operators.

Crmic Pacific has offered to buy 100% of psiNet (1K), and it is
anticipated that the transaction will be completed by the end of the

year. The acquisition will enable Crric Pacific to develop 1 based

value-added services and internet business. Hong Kong will serve as

a bridge linking China and the rest of the world.
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Chairman’s Business Review

In Macau, ¢tv’s mobile phone and internet customers have
increased more than 18% and 38% respectively over the same
period last year. Net profit also grew by 37% despite reductions in

mobile and DD charges.

Power

Crmic Pacific’s power plants in Mainland China performed well
despite a general increase in the coal price of approximately 8%
which resulted in increase in the total production cost. Power
output was also a little lower compared with the exceptionally
strong demand experienced last year. Management at all the plants
have continued the improvement of their operating efficiency as

a first priority.

The development of the co-generation power station in Huhhot,
Inner Mongolia is on schedule for commissioning the first 200mw
unit in the first half of 2002 and the second unit, also 200mw, by
the end of 2002.

In June 2001, Crric Pacific signed an agreement to acquire 55%
equity interest in a co-generation power plant project in Jilin
province in the north-eastern part of China. The plant will include
two 100Mw power generators and three 360 tonnes boilers which
will provide both power and heating to the area. The construction

work began two years ago and is expected to complete in 2002.

Roads, Bridges, Tunnels

Crmic Pacific’s bridges, tunnels and road projects in the Mainland

continue to contribute stable returns and cashflow to the Company.

In Hong Kong, the Eastern Harbour Crossing continues to
generate strong revenue and cash flow and has repaid its debt in
full. The Western Harbour Crossing (W) recorded its first six
months profit since opened in 1997 following an increase in tolls in

late 2000.
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Aviation
It is inevitable that Cathay Pacific’s profitability will be adversely
affected by the slowdown in the world major economies and by the

industrial action of the pilots union. However, Cathay Pacific has

the world’s most modern fleet, a high quality management team and

operating system, | believe that once the local and international
economic environment improves, Cathay Pacific will certainly turn
around quickly.

Dragonair increased its service frequency for major destinations
such as Beijing and Shanghai. With the two B747-300 freighters
joining the fleet, Dragonair’s cargo service capability also increased.
Net revenue increased by 28% to reach HK$2,255 million for the
first six months in 2001. However, consolidated net profit was
slightly lower than last year primarily due to the increase in fuel
costs, higher depreciation charges for the new head office and the
pre-operating cost in connection with the freighter operations.

Crmic Pacific believes that the aviation business in Mainland
China has great growth potential as it is re-structured and we are

active]y exp]oring investment opportunities in this sector.

Trading and Distribution
Dah Chong Hong (pci) increased its turnover by 6% and reported

4% greater net profit than in 2000, but as the year progressed, the

market in Hong Kong became weaker. pcir’s motor division reported

a 30% increase in total number of vehicles sold and a 22% rise in

net profit for the period. The newly acquired Bentley and Rolls

Royce dealerships also contributed to the result. However, the profit

contribution from pci’s general trading businesses was lower owing

to the unfavourable consumer market sentiment.
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Chairman’s Business Review

Early this year, Crric Pacific acquired 100% of Sims Trading
Company, a leading distributor in Hong Kong representing well-
known international brands of food and beverage products. The
acquisition further enhanced Crric Pacific’s overall trading and
distribution network. Re-structuring is underway to fully utilize the
business synergy between Sims and the pcit group and to improve

operating efficiency.

Property

There were no property sales in the first half of 2001, but the
contribution from rental income increased 27% with particularly
strong growth at Festival Walk. Phase 11 of the Discovery Bay
development and the Victoria Tower project at Canton Road are
progressing well and are expected to generate profit.

In July, Crmic Pacific signed an agreement with the Shanghai
government to develop a major residential housing project in the
Huang Pu District of Shanghai. Total development floor areas will
be around 280,000 square metres. The project will be developed by
stages and the first phase is planned for pre-sale in 2003. Over the
last several years, the standard of living in the Mainland has
improved rapidly particularly in major cities such as Shanghai
where demand for better housing is very strong, and development of

higher quality apartments is an attractive business.
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Finance

Currently, Crric Pacific’s financial position is very strong. In May,
Crric Pacific issued a ts$450 million 7.625% 10-year global bond to
establish Crmic Pacific’s name in the global debt capital market. In
August, Crric Pacific signed a HK$3.8 billion, 5.5/7 year loan
supported by 23 financial institutions. These transactions greatly
extended the Group’s debt maturity, thus improving the Company’s
financial stability. Combined with our strong recurring cash flow
generated from operations, Ciric Pacific has excellent liquidity and

strong financial flexibility to implement its strategy in the future.

Future Prospects
Hong Kong sits between Mainland China with its strong and robust
domestic growth and the uncertain economies of the rest of the
world. It is likely that our businesses in Hong Kong will experience a
challenging second half as the economies in which they operate
slow. In this environment, the strength and stability of Crric Pacific’s
core businesses and the strong financial position built up in the last
six months are a clear advantage. We shall continue to develop our
communications and power infrastructure businesses which will
surely provide considerable growth in their value to Crric Pacific in
the coming few years.

I would like to take this opportunity to extend my appreciation to
all the Directors and staff for all their dedicated hard work and

many contributions to Citic Pacific’s success.

Larry Yung Chi Kin Chairman
Hong Kong, 28 August 2001
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