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Introduction

CITIC Pacific’s 2005 Interim Report includes a letter from the Chairman
to shareholders, the interim 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 32 to 36 of the Interim 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 37 to 48
of the Interim Report, are Notes that further explain certain figures

presented in the statements.

On page 49 is the report of CITIC Pacific’s auditor — PricewaterhouseCoopers —

of their independent review of CITIC Pacific’s Interim Report.

Basis of Accounting

CITIC Pacific prepares its financial statements in accordance with generally
accepted accounting standards issued by the Hong Kong Institute of
Certified Public Accountants (‘HKICPA’) and have been converged with

International Financial Reporting Standards.

In the second half of 2004, the Group adopted early HKFRS 3 - Business
Combinations; HKAS 36 - Impairment of Assets and HKAs 38 - Intangible
Assets. These accounting changes were effective starting from 1 January
2004, the restated profit attributable to shareholders for the six months
ended 30 June 2004 before other prior year adjustments arising from
accounting changes in 2005 was increased by HK$388 million, as

compared with previously reported amount in the 2004 interim accounts.

In current period, the Group has applied for the first time other than those
early adopted in 2004, a number of new Hong Kong Financial Reporting
Standards (‘HKERSS’), Hong Kong Accounting Standards (‘HKASs’) and

Interpretations (hereafter collectively referred to as the ‘New HKERSS’)



W =R AR A — H S B 2 et

W #HE

it at e F 25 10k
A s e e 25%
A ik e e R A 758
it 6wt HE I 2 8%

A e Er eI ZE 1058
A e AT eI 1298
s g kR A 1498
FisErat e 1698
A ar e S 1758
A s Er A eI A 185
A g RHERH 199;
i e et U 2198
A e AP e 552358
A s o Al e R 2 2458
A g RHER 27 9%
it ot e QI 2 28 9k
A e AL eSS 3158
A s E Al eI A 3258
A g RHERH339E
it e et U Q5 379k

A s e A eI 3998

s g Rk E R 4098
RECRL
e R A 4%

i Er st e R S 1358
A e e e I e R AR 1558
Al et e R R 215

7o s s o HE UV 55 258

HIBs R 2 B
i

BEmeEk
ErRtBOR - Eratflint
S DA e 7% B

B ARER H DRI
Bt

Iy R
VERE: S 4]
Liik=y

Wit

1 EL AR A

HNEE B S 52 ) 2 5 B
kT

B 7 e

S5 B SL B R
TRHE A B
A& B R
EMTH PR L 2R
e &1 A

il BRARR
ARG

SR TH : R K
4 <¢7/ES

Wedn — BERPYIE
RTHIZEEE 4
HE — MERE T
LB FH B 4R
e[ ¢ ) B A
BT — #E
RSB — W lE AR EAL
R NTE
DAJBe A7 5 ZE R S AT

issued by HKICPA that are effective for accounting periods beginning on or

after 1 January 2005 set out as below:

HKAS 1
HKAS 2
HKAS 7

HKAS 8

HKAS 10
HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21
HKAS 23
HKAS 24
HKAS 27
HKAS 28
HKAS 31
HKAS 32
HKAS 33

HKAS 37
HKAS 39
HKAS 40
HK-Int 3
HK-Int 4
HK(s1C)-Int 13
HK(s1c)-Int 15

HK(s1C)-Int 21

HKFRS 2

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in Accounting Estimates
and Errors

Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign Exchange Rates
Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial Statements
Investments in Associates

Interests in Joint Ventures

Financial Instruments: Disclosure and Presentation
Earnings per Share

Provisions, Contingent Liabilities and Contingent
Assets

Financial Instruments: Recognition and Measurement
Investment Property

Revenue - Pre-completion Contracts for the Sale of
Development Properties

Leases — Determination of the Length of Lease Term
in respect of Hong Kong Land Leases

Jointly Controlled Entities

Operating Leases — Incentives

Income Taxes — Recovery of Revalued Non-Depreciable
Assets

Share-based Payment
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The application of the New HKFRSs has resulted in changes to the
Group’s accounting policies. As a result of these changes, the restated
profit attributable to shareholders for the six months ended 30 June
2004 decreased by HK$23 million and the shareholders’ funds as at

1 January 2005 decreased by HK$943 million. Details of the major
changes to the accounting policies and their financial impact on the
Group are summarized in Note 1 to the interim accounts. Within this
section, only the 2004 figures have been adjusted in accordance with the

changes in accounting policies for comparison purpose.

Profit Attributable to Shareholders

The net profit attributable to shareholders for the six months ended

30 June 2005 was HK$2,773 million, an increase of 60% compared with
HK$1,728 million for the same period in 2004 (as restated). The reasons

for the increase in profit are described below.

B R PE A % R
Profit Attributable to Shareholders

VBB B & T HKS million

3,843
3,634

3,291

2,092
1,301

ME A #45 Six month results
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Business Segments Contribution
The contribution made by major business segments in the first six months

of 2005, compared with the same period of 2004, were:

i F & Bk Contribution (Restated)

B EET HK$ million 1-6/2005 1-6/2004 2005 - 2004

frze Aviation 499 537 (38)
BRI Civil Infrastructure 180 161 19

%S Power Generation 145 208 (63)
=B Communications 92 111 (19)
S Property 821 244 577

LSREE e Special Steel Manufacturing 420 207 213

HE R EH Marketing & Distribution 128 146 (18)
REYENFIEEES Fair Value change of Investment Properties 700 - 700
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Compared with the contribution for the six months ended 30 June 2004:

¢ Aviation: While the passenger and cargo load factor were up compared
to the same period last year, the significant increase in fuel costs had

negative impact on the airlines profitability.

o Civil Infrastructure: Contribution from both the Eastern and Western

Harbour Tunnel increased.

e Power Generation: Contribution decreased in the first half of 2005 due
to the continuing high coal prices. The increase in average tarriff during

this period only partially offset the increase in coal costs.

¢ Communications: Results of CITIC Telecom 1616 decreased due to lower
margins; contribution from cT™M was improved while the performance

of Guoan remained relatively stable.

e Property: Excluding revaluation surplus of investment properties,
contribution increased by 236% mainly due to the profits from the sale
of properties in 2005, including the sale of a piece of land at Hung Shui

Kui in the New Territories. Rental income remained strong and stable.

e Special Steel Manufacturing: Contribution doubled in 2005 due to
continuing strong performance from Jiangyin Steel Plant and the

contribution from the newly acquired Xin Yegang Steel Plant.
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o HERMH  METBERANNE - B  Marketing & Distribution: Despite the improved results in Hong Kong,

B g 2P 2 IR T 8 o T B overall contribution decreased mainly due to the challenging motor
i M E KA P R o market in the Mainland.

o WMEVENTHEES - EHRTZ WE o Fair Value change of Investment Properties: Increase in fair value of
SIHBEYELTEELT - investment properties as a result of improving business environment.
piE =0

Contribution
JEBS B BT HKS million 1,000—

BE—ZTTRFRA=THINEA

Six months ended 30 June 2005 SOOI
. I-II---. II--

iz 2B %% ez 0% BERNE  BERSE  BADE
Aviation Civil Power Communications  Property Special Steel Marketing & NFEEED
Infrastructure Generation Manufacturing  Distribution Fair Value Change
of Investment
Properties

[ 2004 I 2005

ARG A3 E KB A4 E A R W08 Pages 43 and 44 of the Interim Report contains business segment
ZEER S URKASEAES 2 R  information for turnover and profit before net finance charges and
SRR OB AT FEOR > PG SER PRI taxation for consolidated activities, share of results of jointly controlled

HE BRI N ) 2 SEA o entities and associated companies.
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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.

&

Geographical Distribution

S FIEBE %
Contribution %

BEAB=THLAEAR
Six months ended 30 June

2005 As at 30 June 2005
—EERF
NA=THERE

2004

As at 31 December 2004
—TEWE
+TZA=+—B&E

BRETEEE %

Assets at Book Value %

Wl EBRITTHZ Hong Kong SAR

fl B2

ASEEE K G A B 2 RS S
—EANTZHE N B T
TC o BRI BB AN R R £ R A
A 3.4%38 /1 %£.3.9% o

Bt 1]

B W R R AEEE ST T/ A T
MEZFERFERE _EUTATHET > £
PR i M 38 T

15 Mainland China [ |

/5N Overseas

Interest Expense

The Group’s interest expense net of amount capitalised increased from
HK$163 million to HK$240 million mainly due to the increase in the
amount of borrowings and the increase in the weighted average cost of

debt from 3.4% to 3.9%.

Taxation
Taxation increased from HK$158 million in 2004 to HK$248 million in

2005 mainly due to increased profit.

11



BT BB EE Financial Review

B% R B
SMCE S Pt 3CL EE b (N
BB FIERES AL AW EH LRI E
LI035 e 4 7 SRR A
Z A -

BRAER
SERFRAE EEZ G REAN B E.26
JC > TR TP Z HEHE0.797CH 60% -
% ] 2 B AT I B H R B ] -
8 M S0 i R A P

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.

Earnings per Share

For the first half of 2005, earnings per share was HK$1.26, an increase

of 60% compared with HK$0.79 in 2004. All the increases in earnings per
share was attributable to the increase in profit as the number of shares

outstanding in the two periods was substantially the same.

SREF
Earnings per Share
BT HK$
o
™~
2 °
~

0.96

0.59

{E B %45 Six month results
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Shareholders’ Funds per Share

Shareholders’ funds per share at 30 June 2005 was HK$17.4. The adoption
of New HKERSs decreased 2005’s opening shareholders’ funds by
approximately HK$943 million. This offset the first half 2005 profit less
dividends paid in the period.



BhiE Dividend per Share

TERRIAEZERERTIREATRER  Aninteirm dividend of HK$0.30 per share is proposed for 2005, the same

0.307C > B " FFTAE  “ERFAFERF as in 2002, 2003 and 2004.

FIUAEHI -

BREE
Dividend per Share

JEMIT HKS

o
<
ai

(o]

o
RS
o o

I 5 5% B, Special Dividend
I R HAA% S, Final Dividend

I A HAAE B Interim Dividend
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EXHE Turnover

SR M 2 B T R 14% o I BUKFESS  Marketing & Distribution turnover decreased by 14% due to reduced
B o FRRR IR AFREMBEZ B3 sales in mainland China particularly for the motor business, Special Steel
BRI R LA T FEWE BRSNS Manufacturing turnover increased by 96% mainly due to turnover of Xin
n96% - Tiifs B2 2 & HE MM BT Yegang which was acquired in the second half of 2004. Communications
ZEEWER L > W17% - turnover decreased by 17% mainly due to the decrease in traffic volume as

a result of competition.

=
Turnover

JBEEIRETT HKS billion

30 -

25—
20 -
& 275 Sale of Businesses
15—
I $H4% I 5 85 Marketing & Distribution
10- IR S 5 3 ) H b Special Steel Manufacturing & Others
I #)2 Property
5 —
0-
00 01 02 03 04

B = B % Communications

751 B 245 Six month results

Il 4% Power Generation
6/04 6/05

I =2 585E Civil Infrastructure
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Capital Expenditure
During the six months ended 30 June 2005, the Company increased its land
bank in the Mainland for properties development. The development of the

first phase of New Westgate Garden is expected to be completed in 2006.

The acquisition of 95% interest in Xin Yegang and related assets were
completed in the second half of 2004 and further additions and upgrading

of production facilities is continuing.

The construction of new power generators by Ligang Power and Zhenzhou
Power are on schedule while the installment for capital contribution of

North United Power was made.

The investment of the listed shares in China Shenhua Energy is included

in Others.

As at 30 June 2005, the Group’s contracted capital commitments were
HK$2.8 billion, which is mainly related to the Property, Special Steel

Manufacturing and Power Generation business.

BAREX Capital Expenditure

BEEET HKS$ million 1-6/2005 1-6/2004 1-12/2004
/e Property 807 511 1,291
I AE i85 22 Special Steel Manufacturing 795 1,038 3,417
%8 Power Generation 615 1,184 2,739
Hth Others 514 269 394
SHEE R D 88 Marketing & Distribution 89 86 203
SR Communications 42 134 177
AR Civil Infrastructure 8 50 61
finze Aviation - 518 518

15
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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 the on-shore forward market is still
in the early stage of development. 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 30 June 2005,
around 32% (around RMB 18 billion) of the Group’s total assets were

based in mainland China.

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.
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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.

Cash Flow

By design, most of the Group’s debt is raised at the holding company level.
As such, the net amount of cash flow from each business to the Company is
an important indicator as to the Company’s ability to service its debts.

During the period, the Group’s cash flow remained stable and strong.

P25 305 2 B4 v R Following is a summary of the cash contributions by each business segment:
HEANA=THIL~EA
For the six months ended 30 June
EEEET HK$ million 2005 2004
EXER Infrastructure
%E Power Generation 298 148
finze Aviation 534 428
AR Civil Infrastructure 169 180
ot Communications 140 49
A TE o 5 % Special Steel Manufacturing 143 -
L3 Property 1,475 525
HENRDH Marketing & Distribution 93 39
Hits Others 4 18
&t Total 2,856 1,387

F S 21 5 i 55 7 R
CEES R AL S AiP2 RSy PN
s -

Cash contribution from the property sector increased significantly as a
result of the successful selling of New Westgate Garden in Shanghai and

the sales of two pieces of land in New Territories.

17
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¥RZBEERE BRBEERE
Cash Flow from Operations Cash Flow per Share
JEREA 1T HKS billion JEMTT HKS
20 -
156 -
N g
10- 8 8
= £
5 5
IS €
x x
5- (&) N~ (2]
® . ®
K S K A
I I - = I I I A2
0- r i ¥ Il
00 01 02 03 04 6/04 6/05 04 6/04 6/05
e I )% Property Il EEG s RBESRE
Sale of Businesses From Cash Flow per Share from the Sale of Businesses
I G K 8 Special Steel R ERAZBRIRSTRE
Marketing & Distribution Manufacturing & Others From Regular Cash Flow per Share
I EAREE Infrastructure
HEXA=Zt+HIENMAA
RERSRENE Summary of Consolidated Cash Flow Statement For the six months ended 30 June
RS HK$ million 2005 2004
BeFEka/ BER) Net Cash generated from / (invested in)
HERB consolidated activities 851 (67)
HEE G EEE jointly controlled entities 200 (39)
RN associated companies 1,017 896
Hith %54 & other financial assets 102 214
& X Sale of business interests 487 2
BERARX RREFEB2IRE Capital expenditure and investment in new businesses (2,668) (3,614)
1A Tax (87) 97)
EXAEFEE Net interest paid (263) (178)
(361) (2,883)
EXIRE Dividends paid (1,754) (1,533)
BEEM Increase in borrowings 2,310 2,024
[RESEEd e Share options exercised 12 30
568 521
BeMERIRE 2N/ 084 ) Increase / (Decrease) in cash and cash equivalents 207 (2,362)

18
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Group Debt and Liquidity

As of 30 June 2005, the Group’s total outstanding debt was HK$17.1 billion
(31 December 2004: HK$14.6 billion), cash and deposits with banks were
HK$2.6 billion (31 December 2004: HK$2.4 billion) giving a net debt of
HK$14.5 billion compared to HK$12.2 billion at 31 December 2004. The
increase in net debt was mainly due to new investments as described under
Capital Expenditure Section. Leverage, measured by the Group’s net debt to
total capital, was 28% (31 December 2004: 25%).

Total Debt

Total debt increased due to capital expenditure and new investments of
HK$2,668 million. The debt at 30 June 2005 that will mature to the end
of 2005 amounted to 4% of the total debt and at that date the Group had
deposits with banks of HK$2.6 billion, exceeding the loans due for
repayment in second half of 2005.

FEN=RI
Total Debt

JBESIRE T HKS billion

20 -

15—

10-

57 II
"% o 02 03 o4

7318 B #4& Six month results

B+ 7% After the fifth year

B =ERFR (REEEMF)
In the third to fifth year inclusive

I A F A In the second year
6/04 6/05

B —F A In the first year
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MEFLHAEANA=TH  AEHMZHER- The denomination of the Group’s borrowings as well as cash and deposit

Bl RAF SR aG 0 2 WEAREI R balances in various currencies as of 30 June 2005 is summarised as follows:
wE Denomination

ok ESM AR =] Hith st
B EBETTEE HK$ million Equivalent HK$ US$ Renminbi Yen Other Total
BE Borrowings 10,065 4,489 1,909 536 130 | 17,129
RERER Cash and Deposits 133 927 1,353 147 62 2,622
FEE Net Borrowings 9,932 3,562 556 389 68 | 14,507
HEHBERIE Available Sources of Financing

RZEELFEANSA=1H > RS RAERE In addition to cash and deposits balance of HK$2.6 billion as of 30 June
W= oTo > AR B R 2 MR 2005, the Group’s undrawn available facilities consisted of HK$10.6 billion
BEEIEERHE 2 RHEIGE - TEARE in committed long term loans and HK$1.8 billion of money market lines.
TC o EWTIE SIS UET s ®B5 1 Available trade facilities amounted to HK$2.1 billion.

R T -

EE®HE BiRAEERE HEREERE
BB BT HK$ million Total Facilities Outstandings Available Facilities
EREER Committed Facilities
HRITER Bank Loans 22,712 12,136 10,576
2IRESH Global Bonds 3,510 3,510 -
LABRE Private Placement 780 780 -
EREEE Total Committed 27,002 16,426 10,576
REREER Uncommitted Facilities
HEMISEEE Money Market Lines 2,494 692 1,802
BHEER Trade Facilities 2,458 378 2,080

20
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Maturity Profile of Outstanding Debt

The Group actively manages and extends its debt maturity profile to ensure
that the Group’s maturing debt each year will not exceed the anticipated
cash flow and the Group’s ability to refinance the debt in that year. During
the period, CITIC Pacific successfully completed a HK$5.2 billion 7-year
syndicated loan transaction. In addition, a number of bilateral facilities

were established or renewed, further improved the Group’s maturity profile.

20104

BEAET R IA% a5t ERES

2010 and
HK$ million 2005 2006 2007 2008 2009 Beyond Total Percentage
NCIR
Parent Company’ 15 832 2,687 3,072 2,067 5,644 14,317 84%
Wi A A
Subsidiaries 681 1,129 446 251 277 28 2,812 16%
BB AR
Total Maturing Debt 696 1,961 3,133 3,323 2,344 5,672 17,129 100%
AoX
Percentage 4% 12% 18% 19% 14% 33%  100%
HREERE?
Available Facilities? - 769 134 905 1,678 7,090 10,576

1. BRE—RERHE LMK 2 AN & E
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BIES ©
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1. Including a US$450 million global bond due in 2011 which was issued by a
wholly owned special purposes vehicle.
2. Committed facilities only.

Financial Position at a Glance
The charts below show the type, interest rate, maturity and currency

profiles of borrowings of the Group as at 30 June 2005:

BREER
Available Facilities by Type

BB — B+ ENTET
Total HK$14.46 billion

73% 13% 14%

B 75 HAR Term Loan Il E¥5 5 Money Market N & 5 Trade
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REEER
Outstanding Debt by Type

BB —At+—E=T&T

Total HK$17.13 billion 1% 20% 5% 4%

I 5 HABR Term Loan I 5% Bond

I LA BRE Private Placement I = #5745 Money Market

REES B AEEER
Outstanding Debt by Currency

59% 26% 1% 4%
I 57T HKD I 35T USD
A R¥ RMB B E 0¥ 7% Other Currency

BIABFEO OB REEEE
Outstanding Debt by Maturity

4%12% 51% 33%
I 2005 I 2006
[ 2007 to 2009 I 20105 2 JA#% 2010 & Beyond

MEFAEEE (BB —F)
Interest Rate Base (Over One Year)

34% 66%
41% 59%

FfT& &% All Currencies

31% 69%

I [E5F Fixed I )Y ) Floating
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Financial Guarantees and Pledged Assets

Financial guarantees and pledged assets 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 30 June 2005, CITIC Pacific
provided guarantees to support its share of loan facilities totaling RMB664
million at Jilin Power Station. In addition, Hubei Xin Yegang Co., Ltd.
(Xin Yegang’), a 95% owned subsidiary acquired by the Company;,
provided guarantees to Daye Special Steel Co., Ltd. in connection with
loan facilities totaling RMB1,160 million. CITIC Pacific is in the process of
acquiring 58% equity interest in Daye Special Steel Co., Ltd. and the
transaction is pending for relevant 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 to support the bank borrowings
up to RMB32 million by 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 acquisition of Xin
Yegang and these obligations will be released in due course according to

the acquisition agreement.

As at 30 June 2005, HK$195 million Group assets were pledged to secure
banking facilities, these arrangements mainly related to Xin Yegang
(details are described in above paragraphs) and Dah Chong Hong’s

business overseas.
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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 by business sector as of 30 June 2005 which under Hong Kong
generally accepted accounting standards is not consolidated into the

Group’s accounts.

EhERERENE

NAERZEE
Amount of debt
guaranteed by

mEaE/
(Fe)

PIEREEME
2FaE/(Re)

Proportion of Net Debt/

3R Business Sector Total Net Debt/ (Cash) attributable CITIC Pacific or
B EET HK$ million (Cash) to CITIC Pacific its subsidiaries
BEARER Infrastructure

EE Power Generation 25,472 6,692 624
Mz Aviation 15,437 3,823

AR Civil Infrastructure 2,560 930

ER% Communications 1,224 768

YT Special Steel Manufacturing (30) (23)

L ES Property (462) (188)

HERDH Marketing & Distribution 363 363

Hit Others (250) (126)

a5t Total 44,314 12,239 624

Wik S 5 988 % A A B MR R R 2 A AR AP
BB 2 R el W O ) B AR R
2Pk o S BRI AL (B R o AR
A (B3 — 3k K fa ST H ) 34 BER
WU o 0 M S
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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.
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Derivative Products

CITIC Pacific employs a combination of financial instruments, including
derivative products, to manage its exposure to fluctuations in interest and
currency rates. Following the adoption of HKAS 32 and HKAS 39 as
described under ‘Significant accounting policies’, all derivatives are stated
at fair market value. Certain derivative transactions, while the objective is
for hedging purposes under the Group’s risk management policies, may
not qualify for hedge accounting treatment under the specific rules of the
new accounting standards. The changes in the fair value of such kind of
derivative transactions are recognized in the profit and loss account. 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.

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 30 June 2005, the Company
had outstanding interest rate swap / option contracts with a notional
amount of HK$10.9 billion. After the swaps, HK$11.9 billion or 69% of
the Group’s total borrowings were effectively 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) for
the six months ended 30 June 2005 was about 3.9%, compared with 3.4%

for the same period last year.

The underlying cash flow of the Group’s businesses is mainly in HK
dollars or in Renminbi. To minimise potential exposure to US dollar
denominated debt principal and interest payments, the Company entered
into forward and option contracts. As of 30 June 2005, such contracts
outstanding amounted to US$577 million. In addition, foreign exchange
forward contracts were also employed by our trading business to hedge
currency fluctuations. As of 30 June 2005, such contracts outstanding

amounted to HK$967 million.
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Contingent Liabilities
As at 30 June 2005, the Group’s contingent liabilities had not changed

significantly from the last year end.

Leverage
Net debt divided by total capital was 28% at 30 June 2005 compared with
25% at the end of 2004.

ERLL
Leverage

JEMIRETT HKS billion
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I /247K Total Capital

6/05 T B B8 & K% Net Debt/Total Capital %

I ¥ 5 {& Net Debt
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Interest Cover

EBITDA divided by interest expense for the six months ended 30 June 2005

was 17.0 compared to 16.8 the same period in 2004, due to the 48%

increase in EBITDA and a 47% increase of interest expenses.

FIEAZ
Interest Cover

JBEBSIREIT HKS billion
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6/05

Wl T EEME T - BB - e R 2 R T EBITDA

B TEIERS I - BIE - e R 2 FEAE RS (x = &)
EBITDA/Interest Expense (x = times)

B 727 H 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.

For the six months period ended 30 June 2005, the Group’s leverage,
measured by the net debt to total capital, was 28%. Interest cover, defined
as EBITDA divided by interest expense, was 17.0. Cash contributed from all
the business amounted to HK$2,856 million, more than double compared
to the same period of last year. 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 Interim 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.



