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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
(the biographies of the directors are set out on pages 64 to 67).
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.

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.
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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:

HEX  8RRH
Attendance / Number of Meetings

=g BIZZESY FMEEE
E Director Board Audit Committee Remuneration Committee
HITES Executive Director
REREE—FE Mr. Larry Yung Chi Kin — Chairman 4/4
SEIBHR S A Mr. Henry Fan Hung Ling 4/4
REgEE Mr. Vernon Francis Moore 4/4
/NI e Mr. Peter Lee Chung Hing 4/4
Fric =5 & Mr. Norman Yuen Kee Tong 4/4
Pk g A Mr. Yao Jinrong 4/4
BIRAA S & Mr. Chang Zhenming 1/4
FmkaE Mr. Li Shilin 2/4
AN & Mr. Carl Yung Ming Jie 4/4
2IEEH A Mr. Liu Jifu 4/4
BIUKHITES Independent Non-executive Director
A% & Mr. Hamilton Ho Hau Hay 3/4
BRHEE Mr. Alexander Reid Hamilton 4/4 4/4 3/3
(BRZEE®XR) (Chairman of the Audit Committee)
Redg i & Mr. Hansen Loh Chung Hon 4/4 4/4
B85 4 Mr. Norman Ho Hau Chong 3/4 3/3
FMEESER) (Chairman of the Remuneration Committee)
FHITES Non-executive Director
RIEMEE Mr. Willie Chang 4/4 4/4 3/3
EREELE Mr. André Desmarais 4/4
(EFmAgayarcsa (Two of the meetings were attended by
SEZEITERHE ) the alternate of Mr. André Desmarais.)
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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.

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.
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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.

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.
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Details of CITIC Pacific’s remuneration policies are set out in the Human
Resources section on pages 53 to 54. Directors’ emoluments and
retirement benefits are disclosed on pages 115 to 116. Details of the CITIC
Pacific Share Incentive Plan 2000 and the granting of options are disclosed

on pages 76 to 80.

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.

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).
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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.

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’, details of which have been
included in the Directors’ Report on pages 73 to 76 and the related press
announcements can be viewed in the Group’s website

(www.citicpacific.com).

61



>

A& A Corporate Governance

REHRBERBEEREF
FEREEN AR EEGANFERZ
N 8RO B A SR B 2 O E R o AN FTE
ERE LI R N - A B R R
BT R E KBCEM B (AL B
o R SO SR ) o S R R A R AR
EENAEEe

FEREWNAASAEENSAGERMRRZ
N ZEASE AR DL B o] B 45 5 2 4R B © A
FE W R TR BCE > R R AR L
ZHEH o FEZFFME - AR RN Z o3
g > DARAE ~ SR~ BRI~ P B s
AT B > ffRAR A A A RBE AR
& o DRANL -~ FRIBHR R BCE i B A
B AR ) R L RIS PR ) 2 B > AR
R RIFE o AR O T AL F SR
AL JEE il PRAS € 40 B8 AT A Y B AR M 2 Y

ARIPERE 2 BRI E AR LY EAR
BES TR N R EREREE AN
AR o

MB®RE

RGO A 5 A AT R AT R
B SRR A v Al A B
A THEL « AN RS E L Gt BUR
A ECRUBR A > BT AR T B Al w1
B o A P bR 2 B ) — ) R BOH e I
R - FEZFRNE - FHGIHIIAED
SR i 2 A A RT et MR - #E UL A Y
S0 B U e, - AR R T =R
R B A T Y B — 7 o S S A U5 3 9%
SEH A OF - A i A 3658 B A W &
A g R ERE 38R I B A o HART R
A T T TARR T o B M H O,
AR R B AR UL SRR A e R i
BRI 1Y A

62

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.

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.



