Review of Businesses ¥ mEE

Infrastructure HREx
Aviation fz
Location B Ownership HEFAHE

Cathay Pacific Hong Kong s 25.8%  BIFEfiz
Dragonair Hong Kong s 28.5%  WHEME
HK Air Cargo Terminals Hong Kong i 10%  BiEZ=ERS
Air China Cargo Company Beijing 473 25%  HBIREREE
in uk$ million 2002 2001 LIB W BT

In 2002 both Cathay Pacific and Dragonair enjoyed improved BUAR A ZE St BEA 22 — 2 AR SRR -

operating performance.
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Cathay Pacific (www.cathaypacific.com) is an international
passenger and freight carrier based in Hong Kong, serving 82
destinations around the world. Ciric Pacific is the second largest
shareholder and, through participation on the board and on the
executive committee, is actively involved in its management.

Revenue for 2002 grew 9% compared with 2001 reaching HKS33

billion. Profits increased five times to HKS3,983 million. 12.3 million

revenue passengers were carried, an increase of 9.3% and the passenger

load factor increased by 6.5 points. However, yields fell marginally by
0.7%. Cargo tonnage carried increased 21% to 851,439 tonnes. Cargo
vields fell 2.7%. Cathay Pacific’s positive profit growth in a difficult
economic environment was due to both a timely response to market
deterioration in 2001 by grounding planes and suspending unprofitable
routes, and promptly bringing back unused capacity and resuming
operations on the temporarily suspended routes in 2002, when market
condition improved. Cathay Pacific is often voted one of the best

airlines in the world.
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Dragonair (www.dragonair.com) operates passenger and cargo
flights to 28 destinations in Asia of which 18 are to Mainland Chinese
cities. It also operates freighter services to Shanghai. Xiamen. Taipei,
Europe via the Middle East, and Osaka. Driven by improved demand
for air travel in particular on its mainland routes, and new route such as
Taipei, revenue passengers carried increased 19.2% to 3.4 million.
Cargo operations experienced a more substantial increase of 60% to a
total tonnage uplifted of 193,465 tonnes. Net revenue was HK$5,979
million, a 21% increase from 2001. Profit increased 60% to HK$541
million. An increasing number of passengers originated from the
Mainland of China (“Prc”) and the pre sales area recorded an 18%
growth over the 2001 level.

HACTL (www.hactl.com) operates the largest air cargo terminal in the
world and 2002 was a record year. Backed by strong export demand in
particular from the v.s. and Europe, and import growth from the
Mainland of China, total tonnage handled reached a record of 1.9
million tonnes, a 20% increase over 2001, breaking the previous record
high of 1.75 million set in 2000. HACTL currently has an annual
handling capacity of about 3 million tonnes of cargo. It is in the process
of upgrading the facilities and process systems to eventually enable the
terminal to handle over 3.5 million tonnes of cargo each year.

Air China Cargo Company, a joint venture in which Ciric Pacific
has a 25% interest, was formed on 3 March 2003 between Ciric Pacific,
Air China and Beijing Capital Airport Group Corporation will handle
all of Air China’s international and domestic cargo and related ground

service businesses.
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Civil Infrastructure HRER
Location B Ownership HEAHE

Yang Pu bridge Shanghai Lifg 45% Bk
Nan Pu bridge Shanghai i 45% MR
Xu Pu bridge Shanghai i 45%  ERIHRHE
Da Pu Lu tunnel Shanghai Lifg 45%  1THBkbEE
Yanan East Road tunnel Shanghai Lifg 50%  IEEREEEEE
Hu Jia toll road Shanghai Lifg 45%  BEEEAH
Western Harbour Crossing Hong Kong RS 35%  PhlEiEREE
Eastern Harbour Crossing Hong Kong ik SRR 1 I B

Road 70.8% N

Rail 50% Bk
Five waste treatment facilities Hong Kong RS 20%-50%  IfEESIREHE
in 1IK$ million 2002 2001 VUit B e B

Crric Pacific invested in all the eross Huangpu bridges and tunnels

and Hu Jia toll road in Shanghai in the early 1990s. Since then they

have provided reliable profits and cash flows. In May 2000, the
Shanghai Municipal Government removed tolls on these facilities to
stimulate the development of Pudong, and substituted an alternative
cash flow to honour its commitment to Ciric Pacific. In September
2002, the State Council issued a directive stating that all guaranteed
return projects had to be re-negotiated. Crric: Pacific is currently in
negotiation with the relevant authorities to resolve the issue

satisfactorily and in accordance with the new regulation.
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In Hong Kong, Ciric Pacific has a 35% interest in a 30-year
franchise that operates the Western Harbour Crossing (“wHc”)
(www.westernharbourtunnel.com), a key section of the Route 3
highway which links Hong Kong Island, Mainland China and Chek Lap
Kok Airport. Daily average traffic remains at its 2001 level at about
40,000 vehicles. This level is well below the designed capacity of
180,000 vehicles per day due to much delayed improved access roads
and the unexpectedly low toll charged by the Government-owned Cross
Harbour Tunnel. Starting in February 2003, a toll increase was
implemented.

Ciric Pacific is a controlling shareholder in the Eastern Harbour
Crossing (Road) (www.easternharbourtunnel.com.hk) where average
daily traffic experienced a slight decrease to 73,396 compared to 2001
primarily due to the opening of the MTRC’s Tseung Kwan O railway line.
Crmic Pacific also owns 50% of the Eastern rail tunnel used by the Mass
Transit Railway.

In August 2002, Hong Kong Tunnels and Highways
Management Co Ltd.. in which Crric Pacific holds a 35% interest,
began a renewed contract to manage the operation of the Cross
Harbour Tunnel for 2 years.

Crric Pacific has interests in five waste treatment facilities in
Hong Kong, including a chemical waste treatment plant and two refuse
transfer stations, with a total of 4,000 tonnes of daily waste processing
capacity. There is also a landfill site with a 43 million cubic metre
capacity and an airport waste collection facility. For the year 2002,
total waste processed was 4.97 million tonnes, an increase of 48% over
2001. Profits from these businesses totalled Hk$49 million, up 11%
compared with 2001.
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Power

% / 36MW

in 1IK$ million 2002 2001

ES a0y

Operational W E&&

Under Construction @ EERF
CITIC Pacific Ownership % HiEREER

Capacity MW B &

LU N E #ocR A

Crric Pacific has an experienced power team who identifies new
investment opportunities, supervises the construction of power stations,
and actively manages the operating plants.

For the year ended 31 December 2002, total electricity generated
reached 14,046 million kwh, an increase of 23% from the same period
in 2001, primarily due to increased demand for electricity and the

operation of newly completed units. Profits for the sector, however,
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decreased somewhat due to increased pre-operating expenses in newly
commissioned plants and lower dividend declared by operating
companies in order to reserve funds for future expansion. Other factors
affecting profits include higher proportion of unplanned electricity
generated which was sold in the market at competitive rates, higher
coal cost and lower tariffs.

The Ligang coal-fired power station, with a total installed
capacity of 1,400Mw, remains one of the most efficient power plants in
China. It generated 8,505 million kwh of electricity in 2002, an
increase of 20% over 2001 — 60% of the total generated by all Crric
Pacific owned power plants — due to increased demand for electricity
particularly in the southern part of Jiangsu province. The third phase of
Ligang is currently being planned which would add another 1,200mw of
generating capacity and construction is expected to commence in 2003.

The Zhengzhou co-generation power station, with installed
capacity of 600mw, generated 3,085 million kwh of electricity in
2002, a level similar to 2001. Heat generated decreased 3.7% to
5.38 million ¢J.

Kaifeng power station, with an installed capacity of 125mw,
generated 679 million kwh of electricity in 2002, an increase of 6%
compared to 2001.

Weihai co-generation power plant generated 85 million kwh of
electricity and 2.38 million ¢ of heat in 2002, an increase of 12% and
7% respectively.

Shouguang co-generation power plant generated 200 million
kwh of electricity and 1,175,100 tonnes of high temperature/pressure
steam in 2002, an increase of 8% and 14% respectively.

The Hohhot co-generation power plant’s second 200Mw unit
began operation in August 2002. For the entire year, the two units
generated a total of 1,492 million kwh of electricity. The power plant
has completed its trial run and is now operating commercially.

Jilin co-generation power station has total designed capacity of
200mw. The first 100MW unit was completed and became operational at
the end of December, 2002. The second 100MW unit is expected to
begin operation in June 2003.

Crric Pacific views the power generation business as an important
area for expansion based on our expertise, knowledge of the industry
and years of practical experience. Following the power industry reform
in China, the market will become more open, efficient and transparent.
Crric Pacific believes that this will also present many attractive

opportunities for efficient power operators such as Crric Pacific.
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Communications
Location B
Crmic Telecom 1616 Hong Kong EiE
CPCNet Hong Kong i
Crric Guoan Beijing 9
™ (Macau Telecom) Macau L di|
in 1IK$ million 2002 2001

K5 I

-1-¢
Ownership HEAHE
100%  #EEM 1616
100%  cpeNet
50%  HEE%
20% o (EMER)
LU W E #ocR A

Crric Telecom 1616 (“16167) (www.citic1616.com) is a leader in
Asia’s Db wholesale market. It is now serving more than 165
international telecom and mobile carriers in over 80 countries.

16106’ success lies in its ability to offer competitive rates, a
comprehensive range of services and products and most important of
all, its excellent customer service. Management, together with a team of
engineers, technicians and marketing professionals are dedicated to
providing the best customer service — problems are identified and solved
in the shortest time possible, software is developed and tailored to
customer needs. Internally, 1616 utilizes information technology and
intelligent network management to enhance its work efficiency,
optimise its network utilization and control operational costs.

1616 is diversifying into other products to complement its core
business of Ibb wholesaling enabling the company to provide a “one-
stop-shop” to its partners and customers. 1616’ “Universal Mobile
Operator Exchange Platform” — enabling roaming and short message
exchange for mobile operators worldwide — was launched in June 2002.
In October, China Mobile selected Crric Telecom 1616 as its
international Short Message Service gateway. Other services such as
Outsourcing, Calling Card wholesaling and International Private
Leased Circuit reselling not only strengthen 1616’s business model but
also provide additional cash flow.
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cpeNet Hong Kong (www.cpenet-hk.com) provides Internet
services to corporate customers in Hong Kong and the Greater China
area. Through partnerships and franchises, it also bridges its customers
between China and the rest of the world.

cpeNet offers its solid base of over 4,000 corporate customers services
ranging from connectivity solutions to the Internet, managed and
dedicated server hosting, security services such as Intrusion Detection
Services and Virtual Private Networking Solutions.

In March of 2002, creNet launched “TrueConnect”, a value-added
Virtual Private Network service, to serve the ever growing
communications needs of business customers in Greater China. cpcNet’s
unique experience, expertise and success in building high quality
connections are making the crcNet name and presence felt in the
market. Currently cpeNet’s coverage includes Hong Kong, Beijing,
Shanghai, Guangzhou, Shenzhen, Dongguan, Dalian, Fuzhou, Wuhan,
Xian, Suzhou, Zhongshan, most cities in Taiwan, and more are being
planned for 2003. Customers that subscribed for the service include
companies in Hong Kong, Taiwan, vsa and other countries.

Crric Guoan’s primary business is its 62% interest in Crric Guoan
Information Industry Co., Ltd. (“Guoan Information™), a Shenzhen
Stock Exchange listed company. Guoan Information operates cable
television networks in 18 cities and provinces in China serving
approximately 5 million subscribers. In addition to its ATV networks,
Guoan Information has interests in system integration, software
development, hotel management and construction. Crric Guoan also
owns the Citic Building in Beijing.

20% owned by Crric Pacific since 1991, Companhia de
Telecomunicacoes de Macau (“crv”) (www.ctm.net) is the provider
of choice of fixed line, mobile telephone and Internet access services to
the people of Macau saR.

Despite increased competition, ¢t™’s profits for 2002 rose 12% to
HKS381 million. Its mobile customer base registered an increase of 23%
reaching 211,300 users. Internet subscribers rose 25% to 47,000.
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Marketing and Distribution

K5 I

HERSHR

Location W& Ownership HEAHE
Dah Chong Hong Hong Kong i 100% KELT
Sims Trading Hong Kong il 100% HE
in 1IK$ million 2002 2001 LUt B e B

Dah Chong Hong (www.dch.com.hk) is a major distributor of motor
vehicles and consumer and food commodity products with substantial
operations in Hong Kong and Mainland China, and businesses in
Japan, Singapore and Canada.

pcH Motor: In Hong Kong, bcH Motor distributes a broad range of
passenger and commercial vehicles including Acura, Audi, Bentley, par,
Honda, Isuzu, MaN; Nissan, up Nissan Diesel. and Volkswagen. Despite
the contracting motor market and the sluggish economic condition of
Hong Kong, bcr was able to improve its market share to 27% in 2002,
making it one of the largest distributors of motor vehicles in the
territory. However, total vehicles sold dropped 8% to over 9,000 for
2002. Sales of its Isuzu trucks and bus chassis continue to rank number
one in all major market segments, while the sales of its MAN trucks
maintained its leadership position in the European import market for
the second year in a row. Over the years, bcit has successfully expanded
its motor business from after-sales service to distribution, wholesale,

retail, leasing and fleet management.
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Dah Chong Hong in China KETT
RE S E

hanghai 3§
Ningbo ¥

Motor Group M SE£E
Trading Group T EZ&H
Regions Covered by the Trading Group % EZ£BEBEZNHE

Hong Kong &i#

L

DCH’s expansion in Mainland China is progressing well. Total sales of KB ATAE $h J8 o K B i 355 7 O e
motor vehicles exceeded 10,000 units in 2002, more than double the Uf o ZRETAEREATHIE PRI Y
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Mainland China’s rapid economic development, rising standard of
living and its accession to W0 present both opportunities and
challenges to its motor market. pcH is following its plan to
systematically develop this market, which it believes will become its
main profit contributor in the coming years. Motor business as a whole
made a contribution of HK$200 million, compared with 1HK$171 million
in 2001.

pcn Marketing and Distribution: pcr'’s distribution of consumer
and food commodity products includes provisions, rice and cereal,
edible oils. Chinese foodstuffs and meat, cosmetics, building materials,
and home electric appliances. It made a contribution to earnings of
1KS44 million compared with a loss of HKS56 million in 2001. pch
sources products globally to supply food to retailers, wholesalers and
the catering industry in Hong Kong and Mainland China through
efficient logistics support. Despite the continued weak economy in Hong
Kong. pcii was able to sustain its sales and at the same time expand its
market share by providing the right product mix and introducing new
product lines. Profit margins also improved through efficiency
enhancement and cost reduction. In China. bcit is concentrating its
effort on growing the distribution business, which has proven to be
successful and brought significant improvement to the bottom line in
2002. pc opened a new regional headquarter in Jiangmen to cover the
Pearl River Delta area in August. Together with the existing Shanghai
headquarters and the nine strategically located branches, representative
and liaison offices across China, they form the backbone of an efficient
and effective distribution and logistics services for both local and
overseas suppliers.

Sims Trading (www.simshk.com) specialises in the distribution of
branded food, household and healthcare products in Hong Kong,
Macau, and Mainland China. The Company’s consumer product brands
include Pocari Sweat, Ovaltine, Barilla, Pauls, Heinz and Almond Roca
for the Hong Kong Market, and Ferrero, Martell, Campbell’s, Pauls and
Ovaltine for the China market. Sims is also a major distributor of
pharmaceuticals and medical equipment to hospitals, clinics and drug
stores including products from Bayer, Bristol-Myers Squibb, Baxter,
Alcon, Reckitt Benckiser, cE Medical Systems, and Kimberly Clark.
Sims is extensively involved in providing third party logistics to major

companies such as Heineken, Gillette, Pizza Hut and Unza Cathay.
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Property

Properties in Hong Kong

Investment Properties
Crric Tower

Festival Walk

pcH Commercial Centre
Wyler Centre

Broadway Centre

Yee Lim Industrial Centre
Others

Development Property
Discovery Bay, Yi Pak

Properties in Shanghai
Investment Properties
Crric Square

Royal Pavilion

Development Property
Westgate Garden

in uKS million

TBipe

Office

Retail/Office

Office

Industrial

Godown & Ancillary office
Cold storage & Godown

Various

Residential township

Retail/Office

Service Apartments

Residential

2002

B

T

T/ T
e

T%

B B 7
REERLER
Gl

fFE &

TE/ R
Mg XA

2001

T

Approximate ciA

Ownership

HEHHE

40%

50%
100%
100%
100%
100%
100%

50%

80%

100%

100%

LUt b 1 Rt

(000 sq.ft.)
WA B
(FFHR)

562
1,200
389
393
343
320
541

2,300

1,137

374

3,000

HlWE

HEY*

PR KE
X4k
KEFTHFEFD
fieffiO
L
WHTHEHD
Hity

HEAH
W > —h

Lk
H’EY =
PREREES
EIAH

HREHH
EP L

Crric Pacific’s major property investments are located in Hong Kong

and Shanghai consisting of large-scale residential and commercial

projects. The Company has an experienced property team involved in

every aspect of a project, from identifying investment opportunities and

building the property to managing it on a day-to-day basis.
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Review of Businesses

In Hong Kong, Discovery Bay project, 50% owned by Ciric
Pacific, is a large residential development jointly developed with HKr
International Ltd. The current Yi Pak Bay development at Discovery
Bay is located in the northern part of Lantau Island in Hong Kong, with
a total gross floor area of approximately 2.3 million sq. ft., of which
about 0.54 million sq. ft. has been sold. Upon completion, this
residential development will comprise of a central park, a resort hotel
and a shopping mall. Siena One (Phase 11), with a gross floor area of
0.34 million sq. ft., is 98% sold. Siena Two (Phase 12), with a gross
floor area of 0.64 million sq. ft. is over 30% sold. Foundation work for
Phase 13, which has a gross floor area of 0.57 million sq. ft.,
commenced in July 2002 and is proceeding on schedule. This phase is
expected to be ready for pre-sales in 2004. The Disney Theme Park is
being built near Discovery Bay, and its future potential will be further
enhanced.

Crric Pacific also has a land bank of over one million sq. ft. of gross
floor area in Hong Kong, which could be re-developed when market
conditions are appropriate.

On the investment property front:

Crric Tower, 40% owned by Ciric Pacific, is our headquarters and 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 97% occupied.

Festival Walk. a 1.2 million sq. ft. of shopping and office complex,
is 50% owned by Ciric Pacific. Jointly developed with Swire Group., it is
located at the intersection of the Kowloon Canton Railway and Mass
Transit Railway Station in Kowloon Tong. Since its completion in 1998,
Festival Walk has become one of the most successful shopping centres
in Hong Kong. The demand for space has been very good with current

occupancy rate of 98%.
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In 2001, Crric Pacific purchased a 734,783 sq. ft. site in Shanghai —
Westgate Garden — for residential and commercial development. It is
located in the Huangpu District, adjacent to Xizang Nanlu and Jianguo
Donglu, and within walking distance from a future subway station.
With a gross floor area of approximately 3.0 million sq. ft, this
development, once completed, will comprise residential towers, a multi-
storey commercial complex, retail shops and carparks. The project will
be developed in phases over the next four to five years. The foundation
work for the first phase began in December.

In Shanghai, Crric Square, 80% owned by Crric Pacific, is a Grade
A office tower in Nanjing Xi Lu, with current occupancy of 98%. Royal
Pavilion, a luxury service apartment building, is 100% owned by Ciric

Pacific with an occupancy rate of 89%.

Other Businesses

2002 2001

in uk$ million
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Industrial Manufacturing
Crric Pacific has a 55% interest in facilities in Jiangyin, manufacturing
special steel products using an imported high quality special steel
production line. These facilities are now one of China’s main producers
of special steels such as bearing steel. gear steel and cold-forging steel.
For the year 2002, total production reached 1.4 million tones, a 16%
increase from 2001. Profits for the same period increased 29% from
2001.

Wuxi Huada Motors Company produces low noise, low vibration
and high torque electrical motors for the domestic and European

markets. For the year 2002, production was 1.5 million Kw, an increase

of 21% over 2001.
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Citic Capital Markets
50% owned by Ciric Pacific, Crric Capital Markets Holdings Ltd.
(“cemH™) (www.citiccapital.com) was formed in May 2002 with the
vision of creating a leading China focused investment bank with
comprehensive service capabilities, embracing three core businesses
including asset management, investment banking and brokerage, many
of which have been serving the Hong Kong capital market for over a
decade as part of Crric Ka Wah Bank.

comH officially began operation in its current form in September
2002. Since then it has formed a solid and experienced management
team, recruited quality staff, established solid relationships with Crric
Beijing and Crric International Financial Holdings Ltd., the company’s
other two shareholders, to better utilize resources and create synergies.
It has already made a positive contribution to Ciric Pacific’s profits.
Going forward, Crric Capital Markets will continue to leverage on its
knowledge and experience of China and Hong Kong capital markets to

provide high quality service to its customers.

Developing Businesses

In January 2002, Crric Pacific formed a joint venture with Lansheng
Guojian Corporation in Shanghai to develop a bio-pharmaceutical
business in Mainland China. The Jv is focusing on conducting research
and development in biotechnology pharmacy. Applications for clinical
trials of two drugs have been submitted to the State Drug
Administration.

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

University.
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