Chairman’s Business Review ERHE

In the first six months of 2002 Crric Pacific’s net profit was HK$1,965
million compared with k51,500 million in the first half of 2001. In
recognition of the 31% increase in profits and the strong cash flow in
this period, the directors have resolved to increase the interim dividend
from 11k$0.20 to 11k$0.30.

The increase in profits is mainly due to the following factors:
aviation business improved dramatically compared with the second half
of 2001. The trend of improvement is particularly notable since the
second quarter of this year. In the first half of 2002, Crric Pacific
effectively reduced overhead expenses and improved operating
efficiency. Net financing costs decreased significantly, thanks to the
lower market interest rate and borrowing costs; our communication
businesses continued to grow steadily with increased profit
contribution; the sale of residential apartments in Siena One at
Discovery Bay and The Victoria Towers in Kowloon also contributed to
the overall profit.

The first half of 2002 was particularly difficult for Hong Kong, and
in common with many other organizations, Ciric Pacific applied itself to
improving efficiency in all our businesses. Although this process was
painful, the positive results will be of great long-term benefit to the
Company in enabling products to be offered at lower cost.

In the following pages I will focus on the new developments and
changes from the full description of Crric Pacific’s business in the last

annual report.

Infrastructure
Infrastructure continues to be the main focus of Citic Pacific’s business

to which it provides strong and stable profits and cash flows.

Communications

Since its acquisition by Crric Pacific in mid 2000, Crric Telecom 1616
has established itself as the premier International Direct Dialling
wholesaler. Monthly bp traffic volume reached almost 200 million
minutes in June 2002, some 33% higher than just six months earlier
and 141% higher than the end of June 2001. Crric Telecom 1616 is
currently focusing on diversifying its businesses by offering its
customers a range of value-added services. These non-bp telecom
services are expected to bring additional revenue and growth to Crric

Telecom 1616 in the future.
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CPCNet specializes in Internet Protocol services for corporate
businesses. In March, it launched its “TrueConnect”, Virtual Private
Network service to serve the needs of customers with business spanning
the Greater China region. Eight points of presence have already been
established in Mainland China and another four are planned for the end
of 2002. CPCNet now has a sizable customer pipeline for the
“TrueConnect” service, which is already profitable, and is in negotiation
with potential business partners in other parts of the world. CPCNet
will also be launching other new services such as Collaboration
Software Services, enhanced security solutions to businesses and
managed solutions to the education sector for innovative teaching
programs.

Crric Guoan and Macau Telecom also made their contributions to

the results of telecommunications business.

Power

The existing power plants are all operating smoothly and generating
steady income. Total electricity generated by Ciric Pacific’s power
plants was 6,308 million kwh, an increase of 21% compared with the
first six months of 2001.

Preparation for the construction of Ligang Phase 1 Power Station is
continuing. At the same time, the second unit of 200Mw of the
co-generation plant in Hohhot is near completion and the development
of the 200MW co-generation plant in Jilin is proceeding according to
schedule with target completion dates of December of 2002 and April
of 2003 for the two units.

Civil Facilities: Roads, Bridges and Tunnels

Crric Pacific’s bridges, tunnels and road in Shanghai continue to
contribute steady and stable cash flows that have been experienced for
many years.

In Hong Kong, the Western Harbour Crossing (wic) traffic averaged
39,4806 per day at the end of June was much below projection whilst the
Eastern Harbour Tunnel registered an average traffic volume of 73,511
vehicles per day, a slight decrease from the same period last year. The
lack of traffic growth in both tunnels is a serious concern and
appropriate action may have to be taken in due course to address the
issue of satisfactory shareholders” return.

In August, Hong Kong Tunnels and Highways Management Co Litd.
was awarded a new contract by the Hong Kong Government to

continue to manage the operations of the Cross Harbour Tunnel.
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Chairman’s Business Review

Aviation

For the six months ended 30 June 2002 Cathay Pacific’s profit rose 7%
from the same period in 2001 to HkS1,412 million. Both cargo and
passenger load factors rose but the yield for both declined. Cost per
available ton kilometer was well under control. Needless to say, these
results are significantly better than in the second half of 2001, which
was particularly difficult for the world’s airline industry.

Dragonair recorded a reduced interim profit compared to the same
period last year. However, the airline has emerged from the downtrend
which began in the fourth quarter of last year and the recent
performance is particularly strong. In July, Dragonair began flights
between Hong Kong and Taipei which is expected to become a new
revenue generator. The Hong Kong — Taipei route is already operated
by Cathay Pacific. This is the first passenger route in which two Hong
Kong based airlines have operated in competition. Crric Pacific
supports this change of policy which is appropriate to the future

development of the Hong Kong aviation industry.

Property
Up to 30 June 2002, 98% of the 298 flats at Siena One at Discovery
Bay and 69% of 988 apartments at The Victoria Towers in Kowloon
have been sold. Siena Two will begin pre-sale shortly. Site clearance of
Phase 1 of Crric Pacific’s residential development in Shanghai —
Westgate Garden — has been completed and foundation work is
scheduled to commence in the fourth quarter of this year.

Rental income from Crric Square and Royal Pavilion in Shanghai
was recorded for the first time as they were acquired in January 2002

and the contribution from investment properties rose 12%.

Marketing and Distribution

For the first six months of 2002, Dah Chong Hong (bcH) faced a weak
consumer market in Hong Kong but the market in Mainland China
was stable. bcH profits in the first half of 2002 increased by 11%
compared to 2001 due to improved efficiency from close attention to

reducing costs.
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Motor: The Hong Kong motor market has been particularly hard
hit by the weak economy. pcit increased its market share by
3-percentage-point to 206%. selling 4,513 units in the first half of the
year, a decline of only 12% compared with a 26% drop for the overall
motor market. In the Mainland China market, demand grew for both
imported and domestically made vehicles. In order to capture the
opportunities presented by this fast growing market, pcH has focused its
effort on building up its distribution networks in China. During the first
half of 2002, three Bentley and seven Renault showrooms were
successfully opened.

Trading: In Hong Kong, the sales of consumer goods and food
commodities have remained stable due to the Company’s success in
expanding market share and new products. In Mainland China, the
development of the distribution business has also moved forward
smoothly. After the successful restructuring of the agriculture and
catering business, there has been an improvement in profits.

Faced with increased competition and the difficult economic
environment, Sims Trading’s profits have decreased from a year ago.
Management is focusing on generating new businesses, improving

efficiency and co-operating with pcit wherever possible.

Other Businesses
Crric Capital Markets has consolidated itself under a new holding
company and in its short life has generated new business, established
working relationships with Ciric Securities and Citic Ka Wah Bank, and
begun to recruit high quality staff to pursue its strategy. In September
its main operations will move to Citic Tower under its new identity.
Shanghai cp Guojian Pharmaceutical is awaiting approval for its
first medicine to proceed to clinical trial and is proceeding with the

design of its new laboratory and production plant.

Finance

In August, Crric Pacific raised a HK$2.5 billion loan with maturities of
5.5 and 7 years thereby extending the debt maturity and reduced
interest expense. Supported by strong recurring cash flows from many
of our operations, Crric Pacific certainly has the financial strength and

flexibility to implement its strategies in the future.
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Looking Ahead

The last twelve months have seen enormous volatility in the markets in
various parts of the world, and there is much uncertainty about the
future, particularly of the us economy. Crric Pacific is fortunate to be
based in Hong Kong with a singularly deep knowledge of China, sound
businesses that produce good cash flows many of which have potential
to grow, well structured finance, good management and a tradition of
operating with excellent standards of corporate governance.

Our strategy will be to continue to move forward, step-by-step, to
develop our existing businesses related to China in a systematic way,
especially those related to communications, aviation, power and
marketing and distribution. At the same time we will not overlook
opportunities to purchase sound businesses in our areas of expertise.

All the Directors and staff of Crric Pacific have worked hard in the
last six months, in difficult circumstances, to progress our company
forward, and I thank them for this and their dedication and

commitment to excellence.

Larry Yung Chi Kin Chairman
Hong Kong, 26 August 2002
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