Directors’ Report

The Directors have pleasure in presenting to shareholders their report for the year
ended 31 December 2001.

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 Review of Citic Pacific’s Businesses on

pages 6 to 21.

Dividends

The Directors declared an interim dividend of HK$0.20 per share in respect of the year
ended 31 December 2001 which was paid on 21 September 2001. The Directors
recommended, subject to the approval of the shareholders at the forthcoming Annual
General Meeting, the payment of a final dividend of HK$0.60 per share in respect of
the year ended 31 December 2001 payable on 15 May 2002 to sharcholders on the
Register of Members at the close of business on 9 May 2002.

Reserves
The amounts and particulars of transfer to and from reserves during the year are set out

in note 22 to the accounts.

Donations

Donations made by the Group during the year amounted to Hk$ 11 million.

Fixed Assets

Movements of fixed assets are set out in note 12 to the accounts.
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Major Customers and Suppliers

The percentage of purchases and sales with the Group’s suppliers and customers are as

FREFRHLIERS
AL MR N E P 2 AR K T

follows: SRHEIT
2001 2000
% %
Purchases i E
— the largest supplier 7 12 O]
— five largest suppliers combined 20 27 - IR ARt

The aggregate percentage of sales to the Group’s five largest customers is less than

30%.

No Directors, their associates or sharcholders (which to the knowledge of the
Directors own more than 5% of the Company’s share capital) were interested at any

time in the year in the above suppliers or customers.

Subsidiary Companies
The names of the principal subsidiary companies, their principal places of operation,
their countries of incorporation and particulars of their issued share capital are set out

in note 32 to the accounts.

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.

On 20 August 1997, the Company issued and sold Japanese Yen 9.5 billion floating
rate bond due 2002 (“Yen Bond”), for general working capital purposes, to an investor
pursuant to the subscription agreement dated 15 August 1997. All of the Yen Bond

remained outstanding at the end of the year.
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Directors’ Report

On 1 June 2001, Crtic Pacific Finance (2001) Limited, a wholly owned subsidiary of
the Company, issued and sold a total of us$4:50 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.

Borrowings

Particulars of borrowings of the Group are set out in note 23 to the accounts.

Directors

The Directors in office during the financial year ended 31 December 2001 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 Robert Ernest Adams
Mr Zhang Yichen

Mr Yao Jinrong

(appointed on 1 April 2001)

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 Chau Cham Son

Mr André Desmarais

(appointed on 1 April 2001)
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Pursuant to Article 104(A) of the New Articles of Association of the Company, Messrs
Vernon Francis Moore, Robert Ernest Adams, Zhang Yichen, Yao Jinrong, Chang
Zhenming and Norman Ho Hau Chong shall retire by rotation in the forthcoming

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

Biographical details of directors may be found on pages 40 to 4.3.

Management Contract

The Company entered into a management agreement with China International Trust &
Investment Corporation Hong Kong (Holdings) Limited (“Ciric 1K) 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, Chang Zhenming
and Liu Jifu had indirect interests in the management agreement as they are directors
of Crtic HK. A copy of the management agreement will be available for inspection at the

Annual General Meeting of the Company to be held on 9 May 2002.

Directors’ Interests in Contracts of Significance

On 12 June 2001, an agreement (“Lucky Zone Agreement”) which was subsisting as
at 31 December 2001 was entered into between Crtic Pacific Communications
Limited (“cpc”), a wholly owned subsidiary of the Company, as the purchaser and Mr
Larry Yung Chi Kin (“Mr Yung”), a director of the Company, as the seller pursuant to
which the Group agreed to purchase from Mr Yung his 20% interest in Lucky Zone
(“Lucky Zone”) at the consideration of HK$319,003.573.11. Lucky
Zone is the developer of a fixed optical fibre network in the prc.

Enterprises Inc.

Save as aforesaid, 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.
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Directors’ Report

Connected Transactions

Connected transactions disclosed in accordance with Chapter 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) are as follows:

1. Pursuant to the agreement dated 9 October 1996 made between the Company,
Cimic vk, Kerry Trading Co. Limited, The Development Bank of Singapore Limited
(collectively “the Parties”) and Cheer First Limited (“Cheer First”), the Parties being
the shareholders of Cheer First agreed to make loans to Cheer First for providing loan
finance to Goldon Investment Limited which holds Ciric Tower. Citic HK being a
substantial sharcholder of the Company and regarded as its connected person holds
25% interest in Cheer First. The loan was made on normal commercial terms and in
proportion to each party’s shareholding in Cheer First. It was with no fixed repayment
date and was interest bearing at the rate per annum equivalent to Hong Kong Inter-
Bank Offered Rate. As at 31 December 2001, the amount of shareholders’ loan due by
Cheer First to the Company was HK$2,187 million.

2. Pursuant to the agreements dated 8 November 2000 entered into between China
International Trust and Investment Corporation (“Citic Beijing”) and Glamorous Way
Enterprises Ltd. (“Glamorous Way”), a wholly owned subsidiary of the Company,
Glamorous Way agreed to acquire from Crtic Beijing a 50% interest in Ciric Guoan
Co., Ltd. (“Guoan”) for a total investment amount of RMB 1,800 million (equivalent to
approximately HK$ 1,692 million). Out of the total investment amount, kM1,200
million was for acquiring the existing assets of Guoan whereas RMB600 million was in
the form of an interest-bearing loan from Glamorous Way to Citic Beijing. Ciric
Beijing agreed that within 360 days of the date of completion of the investment,
Glamorous Way would have the priority to select telecommunications projects and
Crric Beijing would inject such selected projects into Guoan. Any capital contribution
required from Glamorous Way as a result of the injection of such selected projects
would be set off against the loan amount. As no projects were injected into Guoan
during the aforesaid period, Crric Beijing had repaid the loan with accrued interest to

the Company on 18 December 2001.
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3. On 12 June 2001, cpc entered into the Lucky Zone Agreement with Mr Yung.
The consideration was arrived at after arm’s length negotiations and was based on the
investment cost of Mr Yung in First Honour Investments Ltd., being the company
holding the 20% interest in Lucky Zone. Mr Yung is a connected person of the
Company by virtue of his being a substantial shareholder and director of the Company.
Lucky Zone and its subsidiaries were initially owned by the Company, Citic Beijing
and Mr Yung in the proportions 60/20/20. Ciric Beijing is a substantial shareholder
of the Company. After the aforesaid acquisition, Lucky Zone and its subsidiaries were
owned by the Company and Ciric Beijing in the proportions 80/20. From time to time
during the year, the Company provided finance to Lucky Zone and its subsidiaries by
way of shareholders’ loan or corporate guarantee. The shareholders’ loan was made in
proportion to the Company’s sharcholdings in such companies, with no fixed
repayment date and was non-interest bearing. The guarantee given by the Company
was a several guarantee proportional to the Company’s shareholdings in such
companies. As at 31 December 2001, the amount of sharcholders” loan due by Lucky
Zone and its subsidiaries to the Company was Hk$ 1,491 million whereas the
guarantees executed by the Company to secure the banking facilities granted to the
subsidiaries of Lucky Zone were rMB424 million and us$48.4 million. In connection
with the aforesaid acquisition, the Company has also executed a guarantee up to 80%
of the liability of one of the subsidiaries of Lucky Zone under a lease agreement for

leasing certain equipment at the contract sum of approximately us$ 15.5 million.

4. From time to time during the year, the Group executed guarantees to banks to
secure the facilities granted to Shanghai pcr Jiangnanfeng Co., Ltd. (“Jiangnanfeng™).,
a company engaged in the production and selling of chickens and related food
products, as its general working capital. Jiangnanfeng is 76.77% owned by Regal
Heights Limited (“Regal Heights”, a 60% subsidiary of Dah Chong Hong Holdings
Limited) with the remaining interest held by individual third parties which are
connected to the Group by virtue only of their substantial sharcholding in
Jiangnanfeng. As at 31 December 2001, total facilities granted to Jiangnanfeng was
rMB72 million secured by corporate guarantees given by Dah Chong Hong Group, in
turn the 40% partner in Regal Heights shared 40% of such liabilities by giving
irrevocable letters of credit issued by a bank in favour of Dah Chong Hong Group.
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Directors’ Report

5. During the year ended 31 December 2001, H' {5 48 %5 & 3 A7 BR A 7 (< 5 4
#% ™), awholly owned subsidiary of Citic Beijing, provided management services (“the
Services”) to certain PRC subsidiaries of the Company which were engaged in the
optical fibre network investment. The pre subsidiaries paid for the reasonable costs and
expenses incurred by H7 {5 & %% in relation to the provision of the Services. Such
payment was calculated on the actual cost basis. For the year ended 31 December
2001, the total amount of the Services provided by H 15 #4 4% to the prc subsidiaries

was RMB17.3 million.

An independent committee of the board of Directors (comprising only of independent
non-executive Directors) had reviewed the transactions made during the year ended 31

December 2001 and confirmed that:

- the Services had been entered into by the pre subsidiaries in the ordinary and

usual course of their business;

—  the Services had been entered into on terms that were fair and reasonable so far as

the sharcholders of the Company were concerned;

- the Services had been entered into in accordance with the terms of the agreement

governing such transactions; and

- the Services had been entered into such that the aggregate amount for the year
ended 31 December 2001 did not exceed 3% of the net tangible asset value of the
Group as disclosed in the Company’s 2000 annual report (“the Services Cap”).

The auditors of the Company had also confirmed to the board of Directors that (a) the
Services had received the approval of the Directors; (b) the Services had been entered
into in accordance with the terms of the agreement relating to the transactions; and (c)

the Services had been entered into such that the Services Cap had not been exceeded.

56

EFERE

5. REZEZZZ-F+ZA=+—HI
RN > PEIE R 2 B MR A R b {E A%
EHARRATR (THEHAR]) AL RIHET 8
M2 BOGAAE A 1 TAR 2 oh B BB 4 ml 42
WA HREs (ARBIMRE ) o 2235 b B
T BRI 3 2 A B RS 1 o £ A A S
PHA BAS R B 5 BRI B UARR L
REE-FF-F+A=tHILFE
P R A 1 25 R O m i A B AR
Ty k2 SR AR — T L =1#0C -

ERAHET 2B LA (REEEIER
EH) CHEMBEE-FLTFT A=t
—HIRAEE RS 2 425 - WD

— AR TS i %A o B 2 R AR
FHE R — B AT

BT T A 7 KT B
AL TR

- BRI AR AT B 2 ) i k2 K
TERT 5 J

- HEmBREE-_ZZ-F+ A=
t—HIFEEZ RSB ABEA AR —FE
FTHEFEERP B ALEBFEREFEZ
3% (MR ERRD) o

AR R Z A ST ) 265 6 R () 1 R RS
CBEHE @ 5 (b) A B RS T3 45 3% 45 &
o Z A B Wl 2 AT 5 B (o)A BRSO
g A s B R o



Directors’ Interests in Securities of the Company EENFATREH2ES

As at 31 December 2001, the following were the interests in shares of the Company or R =ZFZ—F+-H=+—H » REF&H
associated corporations as recorded in the register required to be kept under section (Peetias) Rl (THesrtEaalip] ) 2290
29 of the Securities (Disclosure of Interests) Ordinance (the “spr Ordinance™): AT M 2 B2 MR ek - SR A A

S AR A 2 R AR I T
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Number of Shares ;
Bt W
Personal Corporate Family Other o
interests interests interests interests Total -
PN ik Kk H AR A
Crric Pacific Limited HIERERMRAT
Larry Yung Chi Kin 400,381,000 400,381,000 A% fi
Henry Fan Hung Ling 43,000,000 43,000,000 &5
Vernon Francis Moore 3,200,000 3,200,000  SEfEFE
(Note 1)(FF7E 1)
Peter Lee Chung Hing 500,000 500,000 7B
Norman Yuen Kee Tong 33,000 33,000  Prala
Robert Ernest Adams 550,000 550,000  FE%E
Liu Jifu 40,000 40,000 B il
Hansen Loh Chung Hon 1,050,000 500,000 500,000 1,550,000 P o
(Note 2)(Hf 5% 2)  (Note 2)(Ff &E 2)
André Desmarais 88,8600 100,230,000 100,318,800  f£15 %
(Note 3)(Fff 5F 3)
Cathay Pacific Airways Limited EMZERAT
Hansen Loh Chung Hon 450,000 450,000 FE &%
Note [: Deemed interests held by the relevant Director and his family as contingent beneficiaries of a WFEL - A B o 3 R AE 2 — B st 2 k52
discretionary trust. AR 2 At o
Note 2: The corporate interests and the family interests of the relevant Director duplicate each other as the Wit 2 : HREFFA 2B R
500,000 shares are held through a company in which the relevant Director and his family are interested. B 5 []500,000 R O 547738 — [ i o 8 5 RH R %

A2 L A2 i

Note 3: In addition to the aforesaid, the relevant Director is also one of the trustees of a Canadian discretionary

trust which controls Canadian companies which owns 24,000 shares of the Company. Wat3 - b LAEr#A; - HEEEIN S — e
MR AL ZAEAZ — o« GBI FEE B A A o Al
24,000 IRIR 2 MEA L F]
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Directors’ Report

As at 31 December 2001, none of the Directors has any other interests in the equity or
debt securities of the Company or any associated corporations (within the meaning of
the sb1 Ordinance) which have been entered in the register kept by the Company
pursuant to section 29 of the spr Ordinance or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies.

Substantial Shareholders
As at 31 December 2001, the interests of substantial shareholders, other than the
Directors of the Company, in the equity securities of the Company as recorded in the

register required to be kept under section 16(1) of the spr Ordinance are as follows:
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Number of Shares
of the Company

Name FRFAZIRGHE LR

Crric Beijing 632,066,285 HfEdLa

CITic HK 632,066,285  Hf5 & il

Heedon Corporation 498,424,285  Heedon Corporation

Honpville Corporation 310,988,221  Honpville Corporation

Rockhampton Investments Limited 292,000,000  Rockhampton Investments Limited

Bloomfield Enterprises Corp 292,000,000  Bloomfield Enterprises Corp

Earnplex Corporation 292,000,000  Earnplex Corporation

Crmic HK is a substantial shareholder of the Company indirectly through the
following wholly owned subsidiary companies by virtue of section 8(2) of the spi

Ordinance as follows:

Number of Shares of ik $0.40 each

TR R ISE 80 - PR AHWER T
B 2 G MR A F B A AR 2 E '
JBES

Name of Subsidiary Companies of Crric nx IR (B 0 040 T2 IRIPBE T B2 B L A5 B
Affluence Limited 43,266,000  Affluence Limited

Winton Corp 30,718,000  Winton Corp
Westminster Investment Inc 101,960,000  Westminster Investment Inc
Jetway Corp 22,500,000  Jetway Corp

Cordia Corporation 32,258,064 Cordia Corporation
Honpville Corporation 310,988,221  Honpville Corporation
Hainsworth Limited 80,376,000  Hainsworth Limited
Southpoint Enterprises Inc 10,000,000  Southpoint Enterprises Inc
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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, Honpyville

Corporation is a substantial shareholder of the Company.

Ciric Beijing is the direct holding company of Ciric 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 Ciric 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.

Rockhampton Investments Limited is a wholly owned subsidiary company of
Bloomfield Enterprises Corp, which in turn is a wholly owned subsidiary company of
Earnplex Corporation. Accordingly, the interests of Earnplex Corporation duplicate
the interests in the Company of its direct and indirect subsidiary companies as
described above. Mr Larry Yung Chi Kin is the owner of the entire issued share capital
of Earnplex Corporation. The interests in the Company of Rockhampton Investments
Limited represent part of the corporate interests of Mr Larry Yung Chi Kin as

mentioned in the above section of “Directors’ Interests in Securities of the Company™.

Affluence Limited * Winton Corp » Westminster

Investment  Inc ~ Jetway  Corp ~ Cordia

Corporation > Honpville Corporation »
Hainsworth Limited 5 Southpoint Enterprises Inc
SMEGFEAALFZBR o W
Honpville  Corporation JRZA A/ 7] 2 F &

JBER -

FEIRE PRS2 BIRERAR - PF
L5 Heedon

Limited > Affluence

Corporation ~ Hainsworth
Limited & Barnsley
Investments Limited 2 EH &2 7 © Heedon
Corporation % Winton ~ Corp * Westminster
Investment Inc > Jetway Corp ~ Kotron Company
Ltd & Honpville Corporation 2 EL#HE /A ] »
fi Kotron Company Ltd 4 Cordia Corporation
Z HEFER A F] © Barnsley
Limited %4 Southpoint Enterprises Inc 2 EL4%4%
AR o Bt > PRI A w2 HE i B
PERERALT 2R EE « PEEFER
AR 2 HE AR B b A A L R A
Z W2 AU A B 2 HE 4R BB o Heedon
Corporation J& A2 7] 2 i f BUH 3k i f1 B
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# o Barnsley Investments Limited A AT 2
e SELHL 0B PR AT 2 B 2w A )
Z fE4i g8 > T Kotron Company Lid JAZAZ
w2 M ) B b A A 2 WP 2 R R
ARTZ A A -

Investments

Rockhampton Investments Limited J3 Bloomfield
Enterprises Corp Z 2 &M AR » BT
Earnplex  Corporation Z 4 &K@/ 7 o
It > Farnplex Corporation i 4%/ 7 .2 i 45 8
HL bRl E e M P 2 R A R A
Z M4 BB o 5 Y5 4 Y Barnplex
Corporation 2 ¥ & AT A Z BEA A ©
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Directors’ Report

Purchase, Sale or Redemption of Shares
During the year ended 31 December 2001, the Company made the following
repurchases of its own shares on the Stock Exchange for the purpose of enhancing its

earnings per share:
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Price Per Share Aggregate
A1 Price Paid
Number of Shares Highest Lowest EfHE 1% AR5
Repurchased B AL HKS million
Month/Year R H ks #HT nk$ B HT &L A
September 2001 6,220,000 15.90 13.15 88 ZFEEFE—FIA

These repurchased shares were cancelled upon repurchase and accordingly the issued
share capital of the Company was reduced by the nominal value of these shares. The
premium payable on repurchase was charged against retained profit. An amount
equivalent to the nominal value of the shares cancelled of HK$2 million was transferred

from retained profit to capital redemption reserve.

Save as disclosed above, neither the Company nor its subsidiary companies has
purchased or sold any of the Company’s shares during the year ended 31 December
2001 and the Company has not redeemed any ofits shares during the year ended 31
December 2001.

Service Contracts

As at 31 December 2001, there were no service contracts which were not determinable
by the employer within one year without payment of compensation (other than
statutory compensation) between any company in the Group and any Director

proposed for re-clection at the forthcoming Annual General Meeting.

Arrangements for Acquisition of Shares or Debentures

The Company adopted the Ciric Pacific Share Incentive Plan 2000 (“the Plan”) on 31
May 2000, pursuant to which the Board may invite selected Employees (as defined in
the rules of the Plan) to subscribe for options over the Company’s shares on payment of
HK$ 1 per acceptance of such invitation. The subscription price is to be determined by
the Board and will not be lower than 100% of the average of the closing prices of the
Company’s shares on the Stock Exchange as stated in the Stock Exchange’s daily
quotations sheets for the five trading days immediately preceding the date of grant
(which is deemed to be the date of the offer) on which there were dealings in the
Company’s shares on the Stock Exchange. No such invitation has been made as at 31
December 2001.
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Save as aforesaid, 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.

Other Matters
The “Subsequent Events” as set out in note 29 to the accounts on pages 105 to 106
may be material for the appreciation of the state of the Company’s affairs by its

members.

Auditors
The accounts for the year have been audited by PricewaterhouseCoopers who shall

retire and, being eligible, shall offer themselves for re-appointment.

Corporate Governance
During the year, the Company was in compliance with the Code of Best Practice as set

out in the Rules Governing the Listing of Securities on the Stock Exchange.

By Order of the Board,
Larry Yung Chi Kin
Chairman

Hong Kong, 14 March 2002
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