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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.

Pages 86 to 94 of the Annual Report contain the Consolidated Profit and
Loss Account, Balance Sheet, Cash Flow Statement and Statement of
Changes in Equity. Following these financial statements, on pages 95 to
162 of the Annual Report, are notes that further explain certain figures

presented in the statements.

On page 163 is the report of CITIC Pacific’s auditor —
PricewaterhouseCoopers - of their independent audit of CITIC Pacific’s

Annual Report.

Basis of Accounting

CITIC Pacific prepares its financial statements in accordance with generally
accepted accounting standards published by the Hong Kong Institute of
Certified Public Accountants. For many years Hong Kong Financial
Reporting Standards have broadly followed International Accounting
Standards and in 2004 the HKI1CPA published new or revised standards to

converge its standards with International Standards.

Although these new standards are effective for accounting period from

1 January 2005, CITIC Pacific has chosen to adopt HKFRS 3 - Business
Combinations; HKAS 36 — Impairment of Assets and HKAS 38 - Intangible
Assets from 1 January 2004 because they have the most material impact on
the financial statements. The other new standards will be adopted in 2005.
Assessment of their impact is continuing, particularly the impact of HKAS
32 and 39 affecting financial instruments, and no assurance can be given

that significant adjustments may not be required.

Adopting these three new accounting standards in 2004 resulted in
adjustments to the 1 January 2004 balances of retained earnings, negative
goodwill, jointly controlled enterprises, capital reserves and associated
companies as described in Notes to the accounts 1(c) on page 96. The new
accounting standards removed the need for amortisation of goodwill, but

introduced recognition of negative goodwill.



B% 3R FE 1 i 1) Profit Attributable to Shareholders

BWECETFNET =+ —HIEFEEZBER The net profit attributable to shareholders for the year ended 31 December
JEAG T A A = AT —HE > 1 2004 was HK$3,581 million, an increase of 175% compared with HK$1,301
CEBCEZERTZMF A ECHM million achieved in 2003. The adoption of three new accounting standards
175% MR SRAN =JEH e st > 26 =%  increased the profit of 2004 by HK$492 million as compared with using
FTVUAE 2 g AR A B E R WO IL T the old standards. The other reasons for the increase in profit are

THETC o U A0 HA R R S described below.
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EBEoERFER Business Segments Contribution
& EEEERAAE T TTIE AR - B The contribution made by major business units in the year of 2004,
TRF AR R compared with the same period of 2003, were:
Y I & Ik Contribution
BEEET HK$ million 2004 2003 2004 - 2003
B Power Generation 439 229 210
fuze Aviation 1,398 421 977
AR Civil Infrastructure 329 635 (306)
ER%E Communications 133 230 97)
1 B 4 2 Special Steel Manufacturing 438 178 260
L/ES Property 608 508 100
$HE R iH Marketing & Distribution 284 264 20
REYEE R 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.

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.

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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Page 107 contain business segment information for turnover and profit before
net finance charges and taxation for consolidated activities, jointly controlled

entities and associated companies.

Geographical Distribution
The division of contribution and assets between Hong Kong, mainland
China and overseas is shown below based on the location of the base of

each business’s operations.

#h & 2 1
Geographical Distribution

2003 2003
Hit+=—A=+-—H1t +ZA=t+—H#&H
For the year ended 31 December As at 31 December
wFER % REEEME %
Contribution % Assets at Book Value %
W B R1THZ Hong Kong SAR 7 B Mainland China W 55D Overseas
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Interest Expense

The Group’s interest expense decreased from HK$400 million to HK$376
million mainly due to a decrease in borrowing cost from approximately
4.6% to 3.4%.

Amortisation

Accounting standards require certain adjustments that are unrelated to the
cashflow of our businesses. Until 31 December 2003, goodwill - the
amount paid for buying a business that exceeds the value of its physical
and identifiable assets — had to be amortised to the profit and loss account
over its useful life not exceeding 20 years. In 2003, HK$202 million of
goodwill was amortised to the profit and loss account. Since the adoption

of the HKFRS 3 from 1 January 2004, amortisation is no longer required.

Taxation
Taxation increased from HK$370 million in 2003 to HK$686 million in

2004, mainly due to increased profit and under provision in prior years.

Shareholders’ Returns

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

provide shareholders with an adequate return on equity.



BRAEF Earnings per Share

TERRNEZGREF S HEN1.637C 0 8% Earnings per share were HK$1.63 for 2004, an increase of 175% compared
FEAEZENR0.59TCHM175% « ZWFE 2 with HK$0.59 in 2003. The number of shares outstanding in the two years
CBATI A B H KRB > S REFIME  was substantially the same so all the increases in earnings per share was

Ui A G 2 o attributable to the increase in profit.
BREF BRBERES
Earnings per Share Shareholders’ Funds per Share
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BEBREESE Shareholders’ Funds per Share

CERRNEL A= AR ESS  Shareholders’ funds per share at 31 December 2004 was HK$17.3. The
HW17.370 o R IR FHEN] > 80 adoption of three new accounting standards decreased 2004’s opening

AL 2 PR AR AT . retained earnings by approximately HK$2.2 billion. This offset the 2004
T RS —F T2 CAIBR IS 2 profit less dividends paid in the year.
il o
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BERER Dividend per Share

TERBNE FHREIRRMIRE A ERER A final dividend of HK$0.80 per share is proposed for 2004, giving
0.807C * IRTE “F ML IR B G5 WM shareholders a total dividend for 2004 of HK$1.1.

1.17C
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I A HAA% 2 Interim Dividend
X Turnover

TEERTNAE > 81 LB 2 8RB =% Marketing & Distribution turnover in 2004 was the same as 2003: motor
TR R G 2 EEFER TR 2% trading turnover decreased 5% due to reduced sales in mainland China,
BRI 5% » HHANE 5 Ry 85282 but other trading and distribution turnover increased by 36%. Special
FIEIN36% o Fr MM a5 2 B FAZHE  Steel Manufacturing turnover increased 56% due to the increased sale
T B 5 B R BTG N56% o RHAEE price of special steel, while communications turnover decreased 9%
EZEEFUTERPHEREERNELEK  mainly due to the decrease of both the price and traffic of China calls.

BRI 9% o . . s .
Other turnover in 2003 included HK$6.2 billion for the sale of bridges,

TR AR FAbESERE > MIESELIER ST tunnels and a road in Shanghai and this is the reason for the reduction in
TRTAE R B g AGRE AR o ) turnover in 2004.
IS Iy — AR SR 2 A -

The largest component of turnover is the sale of goods and services, but
BB BB G SRR ORI WELEG other items such as sales of assets are included. Only the turnover from
HALTEA M B GRS - AEBMAZHMA AL businesses included as Consolidated Activities is reported - they
FREB B - GO (TEREZRA  contributed HK$1,991 million to the net profit before taxation - turnover

A B 45 3 7] ) B A M ) 2 D in jointly controlled or associated companies is not reported in CITIC
RBUHT G AR T LB LT A #ET Pacific’s accounts.
ZEK -
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& %75 Sale of Businesses
I §5E K 53 88 Marketing & Distribution
[ Y% Property
[ R A 528 I B fth Special Steel Manufacturing & Others
I 1= £ Communications

I E ARG Civil Infrastructure

Il =55 Power Generation
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Capital Expenditure

In Special Steel Manufacturing, the acquisition of additional
approximately 20% in the Jiangyin Steel Plant and 95% Xin Yegang were
completed in 2004.

In Power, investment was made in Ligang Power Plant Phase III and North
United Power and the acquisition of an additional interest in Ligang Power,

Han Feng Power and Huaibei Guoan Power were completed in 2004.

The Air China Cargo joint venture began operation in 2004 while property
developments are in progress.

Amongst other businesses, an additional capital contribution to CITIC
Capital Markets was made in 2004 and in 2003 investment was in

pharmaceutical projects.

EREY Capital Expenditure

B EET HK$ million 2004 2003
IETE iR Special Steel Manufacturing 3,417 545
%®E Power Generation 2,739 144
ES Property 1,291 104
finze Aviation 518 —
Hth Others 394 187
HERDH Marketing & Distribution 203 211
ERE Communications 177 185
AR Civil Infrastructure 61 5
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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.



Bl & & Cash Flow

HURA SR B 2 REPM R A R %HE - it By design, most of the Group’s debt is raised at the holding company level.
BIER BA N AN AR B i 48 - 385 As such, the net amount of cash flow from each business to the Company
EAN AR TR ) 2 EEAREE - MW - A is an important indicator as to the Company’s ability to service its debts.
EH BT EFARERY - IR A%EH  During the period, the Group’s cash flow remained stable and strong.

Z BB 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
&5t Total 3,402 2,451
¥R CHERE BERRESRE
Cash Flow from Operations Cash Flow per Share
BERRET 15— JEM T
HKS$ billion HK$
10—
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e I )% Property Wl LEEB s ERRERE
Sale of Businesses From Cash Flow per Share from the Sale of Businesses
. EE R R EA
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.

e E
Total debt

BB ET 20—

HKS$ billion
15—
10—
) I
o
00 Ot 02 03

04

AEFMR - FRENEF A=+ —HZEE
& BAT K GE R s A E

W 7 F1% After the fifth year

=050 (BEEEMF)

In the third to fifth year inclusive

I A In the second year

B —5 A In the first year

The denomination of the Group’s borrowings as well as cash and deposit

balances in various currencies as of 31 December 2004 is summarised

as follows:
wE Denomination
potecs Ei" AREE H Httb &%
BEHETEE HK$ million Equivalent HK$ us$ Renminbi Yen Other Total
BE Borrowings 8,364 4,491 1,053 575 97 14,580
RE RIFH Cash and Deposits 342 981 966 89 39 2,417
FEE Net Borrowings 8,022 3,510 87 486 58 12,163

BEAh > [ TR ] — it > P EHRE&§
JASME R S5 ) T

In addition, the Company had entered into currency forward / option

contracts as described under ‘Derivative Products’.
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HRMERIR Available Sources of Financing
REEENES A=+ —H o EALEMEMA  As of 31 December 2004, the Group’s undrawn available facilities consisted
A fFEERETD - B+ oKz of HK$7.2 billion in committed long term loans and HK$1.7 billion of

RIS - WL A BHiaE 88 money market lines. In addition, available trade facilities amounted to
s+ R C R A B 5 5 B HK$2.2 billion.

EE#%E CRAEER HARAEER
B EET HK$ million Total Facilities Outstandings Available Facilities
AEEER Committed Facilities
IRITER Bank Loans 16,867 9,710 7,157
2IRES Global Bonds 3,510 3,510 0
VNS Private Placement 780 780 0
EAREEEE Total Committed 21,157 14,000 7,157
FEEEER Uncommitted Facilities
BEmiSEE%E Money Market Lines 2,310 568 1,742
BEozE% Trade Facilities 2,579 379 2,200
RAEE B R 2 B 45 Maturity Profile of Outstanding Debt

7R B RN B S AR T B B I A A The Group actively manages and extends its debt maturity profile to ensure
DA RS B AR B 2 B AN G IR 4E T that the Group’s maturing debt each year will not exceed the anticipated
BT PRS2 A A BT cash flow and the Group’s ability to refinance the debt in that year:

ME R

—E-FF

B EET e LA1E &t ERES
2010 and

HK$ million 2005 2006 2007 2008 2009 Beyond Total Percentage
[SYNSIK
Parent Company' 33 934 2,687 2,565 1,667 4,733 12,619 87%
B A |
Subsidiaries 778 680 170 151 182 0 1,961 13%
FHEG B
Total Maturing Debt 811 1,614 2,857 2,716 1,849 4,733 14,580 100%
ANX
Percentage 6% 1% 19% 19% 13% 32% 100%

1. BEF—FERFTERNMK LS 2 ENE R FET 1. Including a US$450 million global bond due in 2011 which was issued by a wholly
BENEAFEET T ——FIH 2K EF - owned special purposes vehicle.
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Financial Position at a Glance

The charts below show the type, interest rate, maturity and currency

profiles of borrowings of the Group as at 31 December 2004:

HARRAZIEEHE
Available Facilities by Type

ERBE B —+— 18T
Total HK$11.70 billion

64% 16% 20%

I 5 HAR Term Loan Bl 5% Money Market B % 5 Trade

REEER
Outstanding Debt by Type

EHREE BN+ RENTET
Total HK$14.58 billion

67% 24% 5% 4%

I 5 HABR Term Loan Il (5% Bond

B 7L ABRE Private Placement Il E#T745 Money Market

REES B KREERE
Outstanding Debt by Currency

57% 31% 7% 5%
I 57T HKD I =0T USD
Il AR RMB I E 4B #5FE Other Currency
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Outstanding Debt by Maturity
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Financial Guarantees and Pledged Assets

Financial guarantees and other forms of support were given by the Company
or its subsidiaries for loan facilities which were not included in the
consolidated borrowings in a limited number of cases. As of 31 December
2004, CITIC Pacific provided a guarantee to support its share of loan
facilities totaling HK$650 million at Jilin Power Station. In addition,
Hubei Xin Yegang Co., Ltd. (Xin Yegang’), a 95% owned subsidiary
newly acquired by the Company, provided guarantees to Daye Special
Steel Co., Ltd. in connection with loan facilities totaling RMB1,120
million. CITIC Pacific acquired 58% equity interest in Daye Special Steel
Co., Ltd. and the transaction is pending for regulatory approval.

Xin Yegang also pledged assets to support loan facilities of Daye Special
Steel Co., Ltd. for amount up to RMB131 million.

Separately, Xin Yegang provided guarantees (obligation up to RMB123 million)
and pledged assets (obligation up to RMB294 million) to support the bank
borrowings of Daye Steel Group Corporation. Daye Steel Group Corporation
was the original holding company of Xin Yegang. These arrangements
were incurred prior to CITIC Pacific’s involvement and the obligations

will be released upon completion according to the acquisition agreement.
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As at 31 December 2004, assets of HK$538 million were pledged to secure
banking facilities, mainly related to Xin Yegang (details are described in

above paragraphs) and Dah Chong Hong’s business overseas.

Debt / Cash in Jointly Controlled Entities and
Associated Companies

For accounting purposes, some of the Group’s businesses are classified as
jointly controlled entities and associated companies. The following table
shows the debt / cash position of jointly controlled entities and associated
companies as of 31 December 2004 which under Hong Kong generally

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

mFaE/
(R&)

TIEREES
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B {ERERENE
NEERZAE
Amount of debt

Proportion of Net Debt/ guaranteed by

ES SR Business Sector Total Net Debt/ (Cash) attributable CITIC Pacific or
BEEET HKS$ million (Cash) to CITIC Pacific its subsidiaries
HAER Infrastructure

EE Power Generation 11,657 3,652 650
fze Aviation 15,275 3,739

AR Civil Infrastructure 2,382 842

BERE Communications 1,135 680

SEEEE Special Steel Manufacturing (39) (29)

LY/ Property (203) (45)

HERDH Marketing & Distribution 792 400

Hity Others (149) (75)

&5t Total 30,850 9,164 650
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Except for the guarantee related to Jilin Power Station as described under
Financial Guarantees, the debt amount shown in the above table were
arranged by associated companies and jointly controlled entities without
recourse to their shareholders. Certain Group’s investments, such as
Festival Walk and Discovery Bay, are 100% financed by their shareholders

and do not have external borrowings.

Derivative Products

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

and currency rates. The fair market value of outstanding derivative
transactions is calculated at least semi-annually based on the Group’s own
calculation where applicable, or price quotations obtained from major

financial institutions.
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The Company uses interest rate swaps, forward rate agreements and
interest rate option contracts to hedge exposures or to modify the interest
rate characteristics of its borrowings. As of 31 December 2004, the
Company had outstanding interest rate swap / option contracts with a
notional amount of HK$10.2 billion. After the swaps, effectively HK$9.4
billion or 65% of the Group’s total borrowings were paying floating rate

and the remaining were effectively paying fixed rate of interest.

The overall weighted average all-in cost of debt (including fees and
hedging costs) in 2004 was about 3.4%, compared with 4.6% in 2003.

The underlying cash flow of the Group’s businesses is mainly in HK
dollars or in Renminbi. To minimise potential US dollar debt principal
and interest payment exposure, the Company entered into foreign
exchange swap, forward and option contracts. As of 31 December 2004,
such contracts outstanding amounted to US$600 million. In addition,
Dah Chong Hong also employs foreign exchange forward contracts to
hedge its exposure to currency rates. As of 31 December 2004, such

contracts outstanding amounted to HK$795 million.

Dividend payments from projects based in the mainland China are
originally denominated in Renminbi and are required to be converted to
USD at the time of the payment. The Company entered into Renminbi
Non Deliverable Forward, known as ‘NDF’, contracts for purpose of
hedging the projected dividend flows from various projects in the
mainland. As of 31 December 2004, total outstanding NDF contracts
amounted to US$25 million.

All derivative transactions are employed for the purpose of managing
exposure to fluctuations in interest or currency rates. Based on the
Company’s calculation and / or the mark to market price quotation
obtained from major financial institutions, the aggregate fair value of all
the outstanding derivative transactions as at 31 December 2004 was
approximately a negative value of HK$122 million, which was mainly
caused by the decline in the HKD fixed interest rates and the increase in
USD/HKD currency forward discount rates during the last quarter of
2004. This fair value represents the net amount we would pay if all

outstanding derivative transactions were closed out at 31 December 2004.
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Contingent Liabilities

As at 31 December 2004, the Group’s contingent liabilities changed
significantly from the last year end due to a newly acquired 95%
subsidiary has provided guarantees and pledged assets to various banks
to support banking facilities of up to RMB1.7 billion to its related
company and third parties. Details of which are set out in the Financial

Guarantees and Pledged Assets Section.

Leverage
Net debt divided by total capital was 24% at 31 December 2004 compared
with 11% at the end of 2003.
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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.



