Review of Citic Pacific’s Businesses

Ciric Pacific remains focused on its core infrastructure businesses in Hong Kong,

Macau and Mainland China that embrace telecommunications, power generation,

aviation, and civil facilities. Complementing the infrastructure business is the

Company’s interest in property and marketing and distribution.

This Review is current at 14 March 2002.

Infrastructure
Communications

Location
Crmic Telecom 1616 Hong Kong
CPCNet Hong Kong
China Express No. 1 Backbone PRC

Network ™

Citic Guoan PRC
o™ (Macau Telecom) Macau

* 80% ownership sold in tebruary 2002.
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Crmic Pacific is committed to building a telecommunications business that can offer

comprehensive services to customers in China and their trading partners around

the world.

Citic Telecom 1616

Ciric Telecom 1616 (“16167) (www.citic1616.com) is the market leader in Hong

Kong’s 1bb wholesale market. Revenues rose significantly in 2001 as total monthly

D traffic volume exceeded 150 million minutes, a 6.9 times increase since 1616 was

acquired by Ciric Pacific in May 2000.
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1616 also diversified into outsourcing business, Calling Card Wholesaling and 1pL.c
reselling to strengthen its business model and cash position. With the growth in
personal communications services, 1616 has built a Universal Mobile Operator
Exchange Platform to enable roaming and short message exchange services for mobile
operators worldwide. The service deployment of this is planned for the second quarter
0f2002. The management believes that the Company has both the experience and
expertise to capture the growth not only in the 1bD wholesale business, but also new

services to broaden its customer base and generate additional revenues.

1616 is one of the key platforms on which Citic Pacific strives to build a comprehensive

telecommunications network.

CPCNet

creNet Hong Kong (www.cpenet-hk.com) was launched in February as the successor to

psiNet Hong Kong which Ciric Pacific acquired in September of 2001. cpenet is a
prominent Internet Service Provider serving the corporate business sector of Hong
Kong and bridging opportunities for its customers between China and the rest of the
world through business co-operation, partnerships and franchises. cpenet has a solid
customer base of over 4,000 accounts covering services from connectivity solutions to
the Internet, managed and dedicated server hosting, security services such as Intrusion
Detection Services and Virtual Private Networking Solutions. cpeNet’s target
customers are businesses with demand for 1p solutions and a majority of them already
have plans to expand their businesses in China. Since acquisition, there has been
significant improvement in cpcNet’s businesses with profits recorded since the month
of November. cpcNet is an important part of Citic Pacific’s strategy focusing on value-

added services in the Internet/telecommunications market sector.

China Express No. 1 Backbone Network

Crmic Pacific began building the 32,000 km fibre optic, nation-wide China Express
No. 1 Backbone Network in 2000. Since then work has progressed well with more than
25,000 km of cable already laid by the end of 2001.
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Review of Citic Pacific’s Businesses

In order for the Network to become operational and to begin to generate revenue, a
comprehensive set of relevant licenses is required. Ciric Pacific’s participation in the
PRC telecommunications business as a foreign investor complicates the application
process whereas Citic Beijing has the opportunity to apply for the necessary licenses if

the Network is wholly owned.

In February 2002, shareholders approved the sale at cost of the Company’s 80%
interest in this fibre optic backbone to Crric oK, a wholly owned subsidiary of Crtic
Beijing. To participate in this aspect of telecommunications business in China once the
regulatory environment allows, Citic Pacific has the option if it chooses to buy the

Network back at the then prevailing cost.

Citic Guoan

Crric Guoan’s primary business is its 69.8% interest in Ciric Guoan Information
Industry Co., Ltd. (“Guoan Information”), a Shenzhen Stock Exchange listed
company. Guoan Information operates cable television networks in 10 cities and
provinces in China serving approximately 4 million subscribers. Besides its caTv
networks, Guoan Information also has investments in multi-media advertising, hotel

management, construction, system integration and software development.

Crtic Guoan owns 100% of Citic Building situated in the center of Beijing. This grade

A office building maintains an occupancy rate of over 90%.

CTM
20% owned by Crric Pacific since 1991, Companhia de Telecomunicacoes de Macau
(www.ctm.net) is the provider of fixed line, mobile telephone and Internet access

services to the people of Macau saR.

¢ continued its outstanding performance for the year 2001 with profits rising 18%
to HK$341 million. Its mobile phone user base increased 19% to 172,000 registered
users. Internet subscribers also increased by 25% to 37,800. In September 2001, c™
launched wap services and it will continue to provide value-added services that have

relatively high profit margin.
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Review of Citic Pacific’s Businesses

Ciric Pacific’s power team is actively involved in all phases of the power business from
identifying attractive investment opportunities to supervise construction process and

the actual operations of power plants.

In 2001, demand for electricity increased with total electricity generated from all the

operating units reach 11,398 million kwh, a 5.67% rise from the previous year.

The Huhhot power plant in Inner Mongolia saw its first installed unit of 200
Megawatts (“MW”) become operational in December. The second unit of 200 Mw is
expected to be operational by the third quarter of 2002. This co-generation power
plant has total designed capacity of 400 mw and capable of generating both power

and heat.

In June 2001, Ciric Pacific entered into a joint venture agreement with local partners
to participate in the operation of Jilin co-generation power station located in Jilin
province. This co-generation power plant has a design capacity of 200 Mmw consists of
two 100 mw units. Construction of the first unit has begun and operations expected to
commence at the end of 2002. The second unit is expected to complete by the end
0f2003.

The Ligang coal-fired power station with a total installed capacity of 1,400 mw
continues to be one of the most efficient power plants in China. For 2001, a total of
7,103 million kwh of electricity was generated compared to 6,880 million kwh in
2000, an increase of 3.24% from the previous year. An application for phase I11 of

1,200 mw has been submitted to the relevant government authorities.

The Zhengzhou coal-fired power station has a designed capacity of 1,000 mw and
installed capacity of 600 Mmw comprising a phase I (2x200 Mw) and a phase II (1x200
Mw). For the year 2001, a total of 3,397 million kwh of electricity was generated
compared to 3,062 million kwh, an increase of 10.9%. Application for phase III has

been submitted to the relevant government authorities to seek approval.

10

PIEREZ KI5

HE 2 1A TR AL NG 22 B TR S 1Y 1
R R EARS| INREEE - 2B
TR B R TR B e

A ZFF A EAFTRM > B e

AR AR B 113.98 /8 T FO/NKE > 18 F 4R
JERERE 5.67% -
MR RS RIS AR S A 20 T )

MEFEMA T T ARE - HEHE 420
BT RR S ERAT N 2R R =5

B o BMATRN LA REERE 10
BT AR AR -
BEBB—E0]  PRERE RS RN

A MR EE ﬁﬁﬂmmAﬁ%ﬁT*A
B thwk o 15 RIAE R s E A = S 20
BT RAMES 10 8 T L #EER
Mo B—REERAC R FRHT?R
TR TRIRFIRTE - £ AR ERA N
PR R T = FRATTE L -

TS AR 8 5 TR AR B A B S 140 B T
o> —HERARPEMEREANEERZ— -
TR EZREEREL T1L03E TR
W o Bl RELAE Y BEER 68.80 5 T /D
REECR > 4R 3.24% - BLEE 120 BT .25
=AM . e TR S B BUMR M A AL o

WM R T S AT R A B Sy 100 85 T
o HHAR608 T S0 (W
B8 TLMEERA) KEZMH (—
£ 20 ETRMEERLD - “FERRFENH
BB 30.62 (5 T [L/DRF > 1 =2 F—4F
A%y 33.97 5 T FL/NEE - B5R2E LY 10.9% o
BUARSE = WM 2 B RS O B 5 B BURT AR M
Ak o



Kaifeng power station, with an installed capacity of 125 mw generated 638 million kwh
of electricity in 2001.

The Weihai co-generation power plant generated 76 million kwh of electricity and 2.2
million ¢j of heatin 2001.

Shouguang co-generation power plant generated 185 million kwh of electricity and
1,029,821 tonnes of high temperature/pressure steam in 2001.

Crmic Pacific is committed to utilizing the Company’s experience and expertise in the
power sector to continue its expansion in the power generation area with specific focus

on acquiring existing stations and making them more efficient.

Civil Facilities
Ownership Table and Map
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Shanghai Lti§

Cirric Pacific’s interest in civil
facilities includes bridges, tunnels

and roads in Shanghai, and Hong Kong.

In the Mainland, Citic Pacific has
interests in all of the cross Huangpu
River facilities in Shanghai which

include two tunnels and three
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bridges providing the necessary
connection between Pu Dong, the
government designated Special
Economic Development Area, and Pu
Xi, the old part of Shanghai. In May
2000, the Shanghai Municipal
Government eliminated toll
collection at all the cross Huangpu
River facilities to stimulate the
development of Pudong. Crtic Pacific
has continued to receive its

contracted returns.
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The Hu Jia Toll Road in which Citic Pacific has a 45% interest has seen daily average
traffic increase of 17% over a year ago to 22,742 vehicles per day for 2001.

Crric Pacific in December of 2001 sold its 50% interest in Chongging Chang Jiang 1yt
Bridge to the joint venture partner due to local authority’s potential plans of
constructing more bridges in the area which could divert traffic which in turn would

reduce the Company’s investment return. The original investment is fully recovered.

In Hong Kong, Ciric Pacific has a 35% interest in a 30-year franchise that operates the

Western Harbour Crossing (“wtc”) (www.westernharbourtunnel.com), a key section

of the Route 3 highway which links Hong Kong, Mainland China and Chek Lap Kok
Airport. Following an increase in toll in late 2000, wrc registered its first profit. Daily
average traffic, however, experienced a slight drop of 7.2% to 39,702 vehicles per day
compared with 42,797 vehicles per day in 2000.

Crric Pacific is a controlling shareholder in the Eastern Harbour Crossing road tunnel

(www.easternharbourtunnel.com.hk) with a 70.8% shareholding. This was increased

in March 2002 from 69%. It continues to operate smoothly registering a profit of
1K$321 million a slight increase of 0.9% over 2000. Traffic throughput was 74,596
vehicles per day compared with 72,228 vehicles per day in 2000. Citic Pacific also

owns 50% of the rail tunnel which contributed Hk$ 12 million.
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Review of Citic Pacific’s Businesses

Aviation
Ownership
Location A HEAHE
Cathay Pacific Hong Kong % 25.8%
Dragonair Hong Kong % # 28.5%
HK Air Cargo Terminals Hong Kong % 10%

Contribution to earnings

Year HKS million Proportion of total earnings
FH e Y WA FILE 0]
2001 324 10%
2000 1,475 36%

The global economic downturn that began in early 2001 was already impacting the
worldwide aviation industry when the operating environment was made worse by the
terrorist attacks in the u.s. International as well as regional air traffic demand declined
significantly in the second half of 2001 which severely affected Cathay Pacific and to a

certain extent Dragonair.

Cathay Pacific Airways (www.cathaypacific.com), an international passenger and

freight carrier based in Hong Kong, serves 62 destinations around the world. Ciric

Pacific is the second largest shareholder and is actively involved in its management.

Revenues for 2001 were 1k$30.4 billion, a decline of 12%. Profits were down 87% to
HK$ 657 million. The number of passengers reduced by 5% to 11.3 million. Passenger
load factor dropped by 5 points and passenger yield also decreased by 5%. Cargo
experienced similar results. Total tonnage carried was 704,000, an 8.5% drop from
the previous year. Cargo yield dropped sharply by 11% due to increased competition
and falling demand. Cathay Pacific management has taken a number of measures to
contain costs and improve operating efficiency which includes grounding planes and
suspending unprofitable routes. Cathay Pacific is well prepared to meet the challenging

environment; it operates one of the most fuel efficient fleets in the world.
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Dragonair (www.dragonair.com) is a regional carrier that operates flights to 27

destinations in Asia out of which 18 are to Chinese cities. It also operates freighter
services to Shanghai, Europe and Osaka. The airline was less affected by the global
aviation downturn given its regional focus. Passenger carried and cargo uplifted
increased 13% and 29% respectively. Net revenue rose 18% to Hk$4.,885 million.
However, profits decreased 37% to nk$339 million primarily due to lower passenger

and cargo yield and the continued high cost of launching the freighter service.

HACTL (www.hactl.com), in which Citic Pacific has a 10% interest, operates the largest
air cargo terminal in the world. In 2001, a total of 1.59 million tonnes of cargo was
handled, 9% down on last year. However, consolidated profits increased by 25% to

HK$391 million largely due to savings on interest charges and operational efficiencies.

Crmic Pacific considers aviation a major component of its infrastructure business and a
core area of development in the future. Both Cathay Pacific and Dragonair with Hong
Kong as their base and fast growing Mainland China as the neighbour are strategically

well positioned to capture greater opportunities in aviation.

Environment
Ouwnership
Location 1B A
South East N T Landfill Hong Kong % 30%
(“Green Valley Landfill”)
Chemical Waste Treatment Plant Hong Kong % i 20%
(“Enviropace™)
West Kowloon Transfer Station Hong Kong % 30%
North Lantau Transfer Station Hong Kong % 50%
Airport Waste Hong Kong % 30%
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Review of Citic Pacific’s Businesses

Contribution to earnings

Year HKS million Proportion of total earnings
FH e WA FILE 0]
2001 44 1%
2000 55 1%

The Green Valley Landfill at Junk Bay, in the South East New Territories of Hong
Kong, is a landfill of 100 hectares. In 2001, over 2.6 million tonnes of waste was
processed, an average of 7,359 tonnes per day, slightly lower than last year due to a

reduction of construction waste.

Enviropace, located on Tsing Yi Island, is the only chemical waste treatment plant in

Hong Kong. In 2001, more than 62,000 tonnes of waste was treated.

The West Kowloon Transfer Station has a designed capacity of 2,500 tonnes per day.
Approximately 623,000 tonnes of waste was processed in 2001 an increase of 10%
from 2000.

The North Lantau Transfer Station in which Citic Pacific has a 50% interest has a daily
capacity of 1,200 tonnes. It serves the Chek Lap Kok Airport, Discovery Bay and
nearby areas. In 2001, more than 45,500 tonnes of waste was processed, an increase
of 20% over 2000.

The Airport Waste is the waste collection facility of Chek Lap Kok Airport where more
than 13,000 tonnes was collected in 2001, same as in 2000.

Marketing and Distribution

Ownership

Location i & HEA HE

Dah Chong Hong Hong Kong % 100%
Sims Trading Hong Kong % 100%

Contribution to earnings

Year kS million Proportion of wtal earnings
ER W AT AR E RO
2001 119 1%
2000 226 5%
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Ciric Pacific’s interests in Marketing and Distribution consists mainly 100% owned

subsidiaries Dah Chong Hong, universally known as bci, and Sims Trading.

Dah Chong Hong (www.dch.com.hk), with substantial operations in Hong Kong and

Mainland China and businesses in Japan, Singapore and Canada, is a major distributor

of motor vehicles and consumer and food commodity products.

pci Motor: pct Motor distributes a broad range of passenger and commercial vehicles
including Acura, Audi, Bentley, par, Honda, Isuzu, MaN, Nissan, up Nissan Diesel,
Rolls Royce and Volkswagen. Its 23% market share in the Hong Kong motor market
makes it one of the largest distributors of motor vehicles in the territory. bch also
provides after-sale services through its five conveniently located motor service centres.
Total vehicles sold in 2001 were 10,233, a 0.8% decrease from 2000, but sales in the
second half were only 73% of the first half due to reduced demand and keen

competition through the offering of purchase incentives which reduced profit margin.

In recent years, bc has been rapidly expanding in Mainland China which the company
believes will become its main profit contributor in the coming years. Distribution, sales
and service networks have been expanded to complement the expansion including over
ten integrated sales outlets with after-sales service and spare part supports, regional
parts distribution centres and traditional service centres in major cities across China.
pch currently has distributorship and dealership in the Mainland of both imported
brands such as Bentley, M, Honda, Isuzu, Nissan, Renault, Rolls Royce and
Volkswagen and locally made vehicles such as Guangzhou Honda, Hainan Mazda and
Qingling. Amongst the imported brands, Nissan passenger cars and Isuzu trucks have
been the best sellers. Although the recent trade restrictions between China and Japan
had adversely affected the Japanese vehicle import into Mainland China in the second
half of 2001, total vehicles sold to the Mainland China market exceeded 4,000 in
2001. pch will move full steam ahead on developing the China motor business with

additions of more integrated dealership outlets expected in the future.
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pcH Marketing and Distribution: pci’s distribution of consumer and food
commodity products includes provisions, rice and cereal, edible oils, Chinese
foodstuffs, meat and produce, cosmetics, building materials, and home electrical
appliances. The Group sources globally and supplies food to retailers, wholesalers and
the catering industry in Hong Kong and Mainland China through efficient logistics
support. In 2001, Hong Kong businesses were directly affected by the economic
slowdown which resulted in weak demand for the products. In China, bch concentrated
its effort on growing the distribution business as well as restructuring the chicken and
pig processing businesses by effective cost control and continued selective expansion.
pCH has established a network of 11 strategically located regional offices across China

to provide distribution and logistics services to both local and overseas suppliers.

Sims Trading: Sims Trading (www.simshk.com) specialises in the distribution of

branded food, household and healthcare products in Hong Kong, Macau, and Mainland
China. Ovaltine, Barilla, Pauls and Pocari Sweat are distributed in Hong Kong, and
Ferrero, Pauls, Ovaltine and Martell are distributed in China. Sims is also extensively
involved in providing third party logistics in Hong Kong to major companies such as
Heineken, Gillette, Pizza Hut and Reckitt Benkeiser. Since its purchase by Ciric
Pacific in 2001, Sims has been working on synergies between itself and Dah Chong
Hong. Examples are the transfer of Sims’ meat commodity business to pcr and of bei’s

Healthcare business to Sims Trading.
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Property L/ES
Ounership

Tipe  HEHI Location b & FEA R
Crric Tower Office HFH# Central ~ HB 40%  HfEKRE
Festival Walk Retail/Office %% /5 F#  Tat Chee Avenue 2 50% XK
pcH Commercial Centre Office HF1# Quarry Bay il f J 100% KEATHES L
Ciric Square Retail/Office % /5 F# Shanghai i 80% HEREKY
Royal Pavilion Service Apt.  IRBAX LA Shanghai ki 100%  FHElAwE
Discovery Bay Residential Township £ [& Lantau Island K 11| 50% i 5
Westgate Garden Commercial/Residential ¥ % /{1 € Shanghai | 100% &1 H50
The Victoria Towers ~ Commercial/Residential 7 2%/ ff % Canton Road & % 15% 5k
Investment properties Various £ M Various £ i 100% HK&EW*

[t < BRAR BATH H A RS f7 £ 2 (A
BLYFI » Y0 1B R ]

Note: Except for properties in Japan and Singapore that v owns mainly for operational purposes, the properties

are in Hong Kong and the rrc
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Contribution to earnings

Year kS million Proportion of wotal earnings
FE W T AR E R0
2001 633 19%
2000 422 10%

Ciric Pacific has an experienced property development and management team capable
of managing top quality, large-scale residential and commercial property projects. The
Company made a strategic decision in 2001 to enter the Mainland China property

market in Shanghai.

In July, Crric Pacific signed an agreement with the Shanghai Government to develop a
major residential housing project in the Huang Pu District. The site is approximately
0.74 million sq.ft. and located adjacent to Xizang Nanlu and Jianguo Donglu within
walking distance from a future subway station. With a gross floor area of about

2.8 million sq.ft., this development (Westgate Garden) will comprise a number of
residential towers, a multi-storey commercial complex, retail shops and underground
carparks. The project will be developed in phases with the first phase planned for sale
in 2003/2004.

In December of 2001, Ciric Pacific entered into agreements to buy an approximately
80% interest in Citic Square, a premier office tower in Nanjing Xi Lu in Shanghai, and
a 100% interest in Royal Pavilion, a luxury service apartment in Hua Shan Lu in the
centre of Shanghai, for a maximum consideration of HK$2,050 million and Hk$720
million respectively. Crtic Square, has a current occupancy rate of 94%. The Royal

Pavilion is 92% occupied.

In Hong Kong, work on the Discovery Bay project is progressing on schedule. Yi Pak
Bay, located in the northern part of Discovery Bay, is being developed in phases to a
major residential area complete with a central park, a resort hotel and a shopping mall.
Total gross floor area is 2.3 million sq.ft. The sales of phase 11 (Siena One) with a
gross floor area of 0.34 million sq.ft. began in February 2002 and over 60% of the
298 units were sold up to the end of February 2002. The construction work for phase
12 with a gross floor area of 0.64 million sq.ft. is well underway. The development of
Disney Theme Park near Discovery Bay on Lantau Island and the opening of the tunnel
connecting Discovery Bay and the Airport road system boosted further the

development potential of Discovery Bay.
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Review of Citic Pacific’s Businesses

The Victoria Towers, a residential and commercial complex with gross floor area of
1.04M sq.ft. joined developed with the Cheung Kong Group is scheduled for
completion at the end of 2002. Sales began in November of 2001 and almost half of
the 988 units were sold by the end of February 2002.

Crric Tower, the Company’s headquarters is a landmark on the Hong Kong waterfront
comprising of 562,000 sq.ft. of offices, retail shops and restaurants and a footbridge
linking it to the Admiralty MTR station. The building is currently 92% occupied.

Festival Walk, located at the intersection of the Kowloon Canton Railway and Mass
Transit Railway Station in Kowloon Tong was developed with the Swire Group. The

1.2 million sq.ft. shopping and office complex has provided Ciric Pacific with strong
and stable cash flow. The demand for space has been very good with current occupancy
rate of 100%.

In addition to the above mentioned properties, Crtic Pacific also has a landbank that is

available for re-development. The three major pieces of land are:

Approximate Site Area (sq.ft.)
BATAARIE T (FI5R)

Approximate Gross Floor Area (sq./i.)
WAL (FIrR)

Location
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Other Businesses
Industrial Manufacturing

Qwnership
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Contribution to earnings

Year kS million Proportion of wotal earnings
FE W T AR E R0
2001 95 3%
2000 29 1%

Jiangsu cp Xingcheng Special Steel produces many grades of carbon and alloy steel.
Profits for the year 2001 registered a gain of 32% from 2000.

Jiangyin Xingcheng Special Steel Works specializes in the production of special steels
using the most modern production facilities. For the year 2001, profits increased 84%

from the previous year.

Wuxi Huada Motors Company produces low noise, low vibration, proper torque and
smooth turn electrical motors for the domestic and European market. For the year
2001, sales increased 18% to Hk$ 131 million compared to 2000.

Pirelli Telecom Cables produces mainly optical cables for the telecommunications

industry. Profits for the year grew significantly compared to 2000.

Developing Businesses

In March 2002, Citic Pacific formed a joint venture with Crtic Beijing and Crtic Ka
Wah Bank — Ciric Capital Markets Holdings Limited in which Ciric Pacific will hold a
50% interest. The jv will focus on fund management business as well as developing the

brokerage and corporate finance business.

Crmic Pacific, in January 2002, formed a joint venture with Lansheng Guojian
Corporation in Shanghai to develop a bio-pharmaceutical business in Mainland China.
The jv will focus on conducting research and development in bio-technology pharmacy,

especially in the area of cancer therapy.

In 2001, Crric Pacific formed a joint venture with Fudan University to develop
distance learning in Mainland China. The jv engages in e-learning, distance education
and executive training businesses by leveraging of the academic resources

of Fudan University.
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