Financial Review and Analysis

Review of Consolidated Financial Results

for the 6 months ended 30 June 2001

The historical figures in this Financial Review and Analysis have
been adjusted to comply with the requirements of the new or revised
Hong Kong Statements of Standard Accounting Practices
implemented in 2001. The changes to the Group’s accounting
policies are set out in Note 1 to the accounts on page 28. These
adjustments are merely book entries and have no implication for the
actual value of the Company’s assets, or its cashflow.

In the first six months of 2001, these new accounting policies
have increased dividend income by HK$26 million and increased the
amortisation of goodwill by HK$S91 million, a net decrease in net
profit of HKS65 million. Had these new accounting policies been
applied in 2000, dividend income would have been Hk3107 million
less and the amortisation of goodwill HK$87 million higher, a net
decrease in net profit of HK$194 million.

For ease of year to year comparison and appreciation of the
underlying trend, the profit made on the sale of shares in Hong
Kong Telecom and Dragonair in 1996 and 1997 of Hk$3,298
million and HK$3,236 million respectively are excluded from the
chart of Attributable Profit and Contribution. Therefore they do not

reconcile directly to the audited accounts.
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Attributable Profit

nkSmillion #E¥EE ET
1996 [ g

1997 e 3,905

1998 P 2,028
1999 e 2,735
2000 e 329

Six month results 7 5 245
2000 [ 1,399
2001 [ 1,500

The net profit attributable to shareholders for the 6 months ended
2001 was 1k$1,500 million, an increase of 7% compared with
HKS 1,399 million achieved for the same period in 2000.

Contribution

The following chart shows the contribution each business made to

corporate interest, overhead expenses and amortisation of goodwill.

The percentage is the proportion of contribution amongst the 8

businesses in the table.
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Six months ended

1996 1997 1998 1999 2000 2000 2001
HKS'm HKS'm HKS'm HKS'm HeS'm HKS'm HKS'm
R Civil Infrastructure 800 1,099 1,382 1,292 1.320 042 678
iz Aviation 1,054 702 (11 659 1.475 638 423
e Property 602 1,587 270 740 422 101 206
B Power Generation 222 1,166 1,865 1,143 584 326 230
FR¥ Communications 648 322 05 51 92 31 180
B 5 B 8 Trading & Distribution 330 360 330 230 220 119 119
Rk Manufacturing 21 2 18 22 29 10 50
HEEH Consumer Credit 89 84 167 0 0 0 0




Financial Review and Analysis

Compared with the contribution for the 6 months ended 2000:

B The increased contribution by Civil Infrastructure resulted from
increased profit at the Eastern Harbour Crossing and the first
profitable period at the Western Harbour Crossing, both in
Hong Kong.

B Aviation decreased by 34% mainly due to the decline of
passenger and cargo loads at Cathay Pacific.

B Property sales in the first half of 2001 were not significant,
2000 included a loss of HK$244 million due to the write off of
infrastructure in Discovery Bay. The contribution from
property leasing increased with particular strong growth at
Festival Walk.

B Power generation decreased mainly due to the reduced
shareholding in cLp and the timing of dividends declared by
the operating companies.

B Communications increased significantly mainly due to the full
period contribution of the acquisition of Ciric Telecom 1616
and Crric Guoan.

B Trading and Distribution increased 8% mainly due to
contribution from the motor business whose profits reported
a 22% growth for the period but it was reduced by the
lower contribution from other trading business as a result
of weak demand.

B Manufacturing increased mainly due to increased sales of steel.

10

1 B[] % 53

R N L EA TiIT VA

T B S Ui R E KA AN - bR A U
I G PR A P A PR 7 [ S o
S GElE

firt 2 SE 5 i P T B34 % ER i R B F 2
FE N RYERE T

CERF AR PR 2 WS A RER -
“ERFTAEANE TR BRI E RS 2
JEAS W W AN T DU P S T E A T R - A
WA > 3 — Ik 2 L 4 3 W LT

B E B AR TR R AR R
PR B TR R 8 % ) U R ) AR )
Ee

{5 BEB U AR T2 R S
Tall 1010 S b1 B 26 4% Hois Al EDRK B B
ANz

B 5 Ry SR MR 8% ER i A
TR 2 i PR R Bk 15:22% 2 R - HL iy
JA TR 55 > Hot 52 5 S5 2 A D - %
PR 1 AR R AT A A 0

RO SR M AN > S A B T



Geographical Distribution i E 5

Six months to 30 June 2001 As at 30 June 2001
HEZFFEFANH=1HILAA TN A A

Hong Kong sar 7 #4117 B i

37% 206%
Bl Maioland pre R
1%

63% 73% [ | Japan HA
Contribution % R Assets at Book Value % BRIf & 2 [
Taxation ¥ilE
The level of tax increased mainly due to increase in the taxation H AR T 2 BT S 8 » OB OB T
charge of associated companies.
Shareholders’ Returns [k
Ciric Pacific's primary objective is to increase shareholder PR E 2 E8 BT e AR AR (I DLAERL
value for which it has used earnings per share as a proxy. FRIWE R 6T o A2 FI B SRS T S 0 P
The Company expects its businesses to provide returns on PR 2 15 5| HRRE 2 P SR A2 00 2 IR A R -

investment over their lives that will provide shareholders with

an adequate return on equity.
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Earnings Per Share BREF
Earnings per share were HK$0.683 for the 6 months ended 2001, TERFAEE NI Z AR A S 10,6830
an increase of 7% compared with HK$0.637 for the same e R TR R WBRA 2 WE 10,0370 N7 %

period in 2000.

1K S T

1.63 1.55 ‘ Regular Eps

1996 I . (o b

1.86 152 REH VR 2 IR R
1997 I

I :rs from Sale of HK Telecom and
1998 1.24 Dragonair shares
W B 2 M A R R

1999 1.99 WS I TR I S HE o 2= M0y 2 B I )
2000 1.49

Six month results 7~ H 245

2000 0.637
2001 0.683
Cash Flow Per Share BRESRE
The cash flow per share was HK$1.1 for the 6 months ended 2001. CEEFEANAA RS RSB
11T
HK S T
1.7 3.3

1996 B

93 58 Regular Cash Flow per Share

) .0
1997 I . | HER RN BRI
1998 3.2 Il Cash Flow per Share from
1909 e S the Sale of Business Inferes(s
7 0.0

S BT i 2 (B

2000 -

Six month results 7 %45
2000 1.1

2001 1.1
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Shareholders’ Equity RS

Shareholders” equity consisting of shareholders’ funds plus R ZFFEANHZAHZBORER (B0
unimpaired goodwill written off to reserves of HK$2.5 billion for BN b R e T R PR et e P U W R
accounting purposes was HK$44.1 billion as at 30 June 2001, an T T AR A E T — s
increase of 1% as compared to 31 December 2000. FEFETZA=T—HEM% -

nkSbillion # ¥ 0

36.9 0.0
1996 0 i '57'i)() Shareholders’ Funds
40.0 .U TSN
1997 B415 LE e
42.0 0.7
1998 B+27 [ | Unimpaired Goodwill
38.2 0.7 written off to Reserves
1999 B339 i i PP VA (L 7R R B
41.3 2.5
2000 s
June 41.6 2.5
2001 B 41
<H
Shareholders’ Equity Per Share BRBERER
Shareholders” equity per share at 30 June 2001 was Hk$20.1 as TEEENHZH 2B AR R L
compared to 11K$19.9 at 31 December 2000. 20,170 1 —EEZF+H =+— B A A
19.97¢°
HK ST
1996 17.6
1997 19.5
1998 20.1
1999 18.3
2000 19.9
June
2001 20.1
7NH
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Dividend Per Share
It is proposed to pay an interim dividend for 2001 of HK$0.20 per
share on 21 September 2001.

K ST
0165 045 030
1996 I 0.915
020 050 0.30
1997 I 1.00
020 050
1998 I .70
020 055 2,00
1999 I 2,75
0.20 0.65
2000 I (.55
0.20

2001
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Turnover

Motor trading turnover increased 18% in first half of the year 2001

compared with the same period of 2000, and general trading
turnover increased by 16% mainly due to the acquisition of the
Sims Trading Group during the period. Industrial manufacturing

turnover increased 32% due to increased sales of steel while

communications turnover increased by 8 times due to the full period

contribution of the Telecom 1616 Group. Other turnover in 2001

represented sales of listed investments.

1996

1997

1998

1999

2000

2000

2001
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Six month results 7 7 245
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Motor Trading {H % %)

B Ceneral Trading — 8 5%

B Power and Civil Infrastructure % J1 &3 RERE
Property 13

Il Others HAih

BT Sales of Investments &%
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Capital Expenditure

Capital expenditure for the 6 months ended 2001 was incurred

mainly on the investment in communication projects, the property

development at Discovery Bay and the acquisition of the Sims

Trading Group. As at 30 June 2001, the Group’s contracted capital

commitments were HK$ 1,743 million.
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1996 11,531
1997 20,544
1998 2,941
1999 1.625
2000 5,959
June
2001 1,788
~H
BENEA
Six months
1996 1997 1998 1999 2000 ended 2001
HKS'm HKS'm HKS'm HKS'm HKS'm HKS'm
% % b b % %
IEISES Communications 0 0 0 0 0 0 0 0 4,062 08 855 48
B~ WK HAM Trading, Manufacturing & Others 472 4 611 3 404 15 394 24 19 12 615 34
LIES Property Development 1,604 T4 | 1728 o | 202 | 03t g 920 2 223 5
FERER I Civil Infrastructure 2,99 26 1,864 9 s 9 2 20 U 2 o 3
i Power Generation 0 1 16,283 79 0 0 104 10 101 3 g 2
22 Aviation 6,310 = 58 1 52 9 0 1 0 0 0 0
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Group Liquidity

Crric Pacific aims to finance its business with liabilities appropriate
to their cash flows, employing limited or non-recourse project
finance when it is available. The financing and cash management
activities of the Group are centralized except where operating
businesses such as Dah Chong Hong or Sims Trading are delegated
authority to manage their own short term banking facilities, mainly
for trade finance.

Crmic Pacific aims to diversify its funding sources through
utilization of both the banking and capital markets. In addition to
the bond holders, which are spread over in Asia, Europe and North
America markets, the Company maintains borrowing relationships
with over 70 financial institutions based all over the world.
Currency risks are managed by financing non Hong Kong dollar
assets as far as possible with matching debt. For instance the Us$
cash flow arising from most infrastructure projects in Mainland
China are matched against Us$ debt.

The continued development of both rvB debt and equity markets
is very important to Citic Pacific as the focus of our businesses are
increasingly towards Mainland China and projects generating RMB
cashflow. rvB financing will be arranged for these investments.

The denomination of the Group’s borrowings at 30 June 2001

after currency swaps were:

REZHBRR
HE AR R AR Y 2 B EOE AR IR A
B 2 Bl A 7E P RETR DL T % P AT PR f
B HEIH F Al - BRI S Ik BT s B
AT E AR ) BB SN AR A
B AR A 34 S o A AN R R YO T -

PR ESOERRIT LEATG LR
IRAE o R0 M M BN AL SE T 85 2 AR A
NBbs A% R IR S A BRTOBRH] 5 Al A AR5 £ B
R o A S B — i) i 2 D B (RO 1 o T
TEE TR T 2 A & I J g SR 91 1 5 AR
(R EEEA R RUR H 2 FoTH e E LI 3
TURBIF A B o

SNEENE 2k DK PN P& 4 <Y PN
W B R A A E - KB A2 A R
BRI S A A R R R

ES ) e = S AV WER O L
R R E A

s . o e HKS Usd Renminbi Yen Other Total
T Denomination of borrowings e 5 NN i m o
W T HKSmillion 06,2605 9,459 1,432 476 92 17,724
[ERL Percentage 35% 53% 8% 3% 1% 100%
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Crric Pacific employs a combination of financial instruments to
manage the fixed and floating interest rate and currency mix of its
total debt portfolio with a view to stabilizing the overall cost of
borrowing over time. As at 30 June 2001, approximately 67% of the
Group’s total borrowings after swap bear interest at floating rates
and the remaining 33% are at fixed rates. The average cost of debt
in the six months to 30 June 2001 was 6.1% compare with 6.7% a
year before.

Taking advantage of the favorable market conditions, Crric
Pacific completed several large fund raising transactions in the first
half of 2001. In April, an agreement was signed with a major prc
bank to provide Citic Pacific with large sum of long term rvB
financing for the Company’s future investment in Mainland China.
In May, Crric Pacific issued a vs$450 million 7.625% 10-year
Bond, establishing the Company’s name in the international debt
capital market. In August, a 1K$3.8 billion 5.5/7 year syndicated
loan facility was signed with 23 banks. During the period, the
Company also raised new funds, or extended the maturity, of
approximately HK$600 million of bilateral loans.

As of 30 June 2001, the Group’s total outstanding debt was
HK$17.7 billion, cash and deposits with banks were HK$6.2 billion to
give net debt of HK$11.5 billion. Net debt divided by total capital
(total capital is defined as the aggregate of net debt, shareholders’
funds and unimpaired goodwill written off to reserves) was 21%.
The Group’s outstanding debt maturing in the next two years have
been substantially prepaid. The average life of outstanding debt was
extended from 2.6 years at 31 December 2000 to 4 years at 30 June
2001 and will be further improved by the end of year because of the
loan signed in August 2001.

As at 30 June 2001, the Group’s cash and deposits with banks
were approximately HK$6.2 billion, of which 76% were denominated
in Us dollars, 14% were denominated in HK dollars and the

remaining were denominated in other currencies.
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As at 30 June 2001, undrawn facilities available to the Group
totalled HKS7.8 billion of which approximately HkS5.4 billion were

long term committed facilities, HK$1.6 billion were money market

lines and the balance were trade facilities. These undrawn facilities,

combined with the strong recurrent cash flow generated from
operations, provided ample financial resources to the Group to
implement its investment strategies.

As at 30 June 2001, assets of HKS1,737 million were pledged to
secure loan facilities utilised by subsidiaries. HK$1,590 million of
such pledged assets were released in July 2001 following the full
repayment of the project finance loan borrowed by a subsidiary

company, New Hong Kong Tunnel Company Limited.

Total Debt
Total debt increased due to the issue of Us$450 million (1Hk$3,510
million) 7.625% Bond due 2011 which was partly used for the

repayment of bank facilities.
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Contingent Liabilities HAER

As at 30 June 2001, the Group’s contingent liabilities have no WEZEEF-HEANA=ZHAREZ A EE
significant changes from the last year end date. BRL AR A OO A B K At

Leverage BERx

Net debt divided by total capital was 21% at 30 June 2001 WEZEEFANH =+ A A EARES
compared with 19% at the end of 2000. 21%: M —FEFEIEHN F519%-
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0 sl 33% mm  Net debt/Total Capital%
0 0 010, o " 5 B 04 1 A
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10 mmm  Net Debt F A f#
1996 1997 1998 1999 2000 6/2001
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Interest Cover
Esrroa divided by interest expense for the 6 months ended 2001 was

6.4 compared to 4.2 in 2000, mainly due to a decrease in interest

expense {rom HKS587 million in 2000 to HK$382 million in 2001.
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Cash Flow
Cash contribution from operations in the first half of 2001 from all
businesses in the Group was approximately Hk$1.6 billion. The
infrastructure sector contributed approximately 11k$1.1 billion
mainly from power generation, civil facilities and dividends received
from Cathay Pacific. The property sector contributed cash flow of
over HKS260 million mainly from the rental income. The cash
contribution from trading & distribution was approximately
HK$170 million.

Cash received from the selling of marketable securities also

contributed approximately HK3800 million in the first six months
of 2001.
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