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Infrastructure

BT Power
LB G BTt E in HK$ million 2004 2003
piglB=9) Contribution 439 229
1 485 F1 B8R EL 5 Proportion of total contribution 12% 9%
FEE Net assets 4,393 1,508
EARFEEZ Capital expenditure 2,739 144
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CITIC Pacific’s power team has over 10 years of experience as a power
operator in mainland China and they have first hand experience,
knowledge and expertise in seeking investment opportunities, supervising
construction and active involvement in the management of the plants’ day

to day operations.

In 2004, demand for electricity remained strong in most of the regions
where our 9,746MW of installed and 2,916 MW of attributable capacities
are located. Excluding newly acquired power plants, a total of 18,269
million kwh of electricity was generated, an increase of 8.4% from 2003.
North United Power, Hanfeng and Huaibei, which were added in 2004,
generated a total of 52,776 million kwh of electricity. Profits rose 92%,

a result of first time contribution from North United Power and an

increased ownership in Ligang phase I and II.

PRERESANERMAERAERERAE
CITIC Pacific’s Total and
Attributable Installed Capacity
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FIERE B EmMEE ER LT Operational statistics of CITIC Pacific’s power plants

RERASE R BEE4LE Electricity Generated HE4E Heat Generated
FTAE i, OKR)|  wal|gams | gRs - -
Location Installed | Ownership | Type Utilisation #R B
Capacity % Hours 2004 2003 | change 2004 2003 | change
(MW) (m kWh) | (m kWh) % (kGJ) (kGJ) %
& TR MR
Ligang Jiangsu 1,400 65 | Coal fired 6,803 9,524 8,944 6.49 - - -
HoiE AL iy
Hanfeng Hebei 1,320 20| Coal fired 6,562 8,662 t - - - -
L = REE
Huaibei Anhui 600 12.5| Coal fired 6,415 3,849 T - - - -
E3) A KL
Kaifeng Henan 125 50 | Coal fired 5,630 704 696 1.15 - - -
EFES A HERAEHE
North United | Inner Mongolia Coal fired and
5,041 20 | Co-generation | 7,268 | 40,259 * - 37,650 - -
L ol HEHE
Zhengzhou |Henan 600 50 | Co-generation | 5,735 3,441 3,232 6.47 5,331 5,944 | -10.31
I R S A HMEHE
Hohhot Inner Mongolia 400 35| Co-generation | 7,222 2,889 2,638 9.51 1,730 883 | 95.92
A H HEHE
Jilin Jilin 200 60 | Co-generation | 6,897 1,379 965| 42.89 1,150 243 | 373.25
E%E] TS B E
Weihai Shandong 36 49| Co-generation | 3,427 123 174 | -29.28 2,573 2,675| -0.08
=1 IS HEHE 110Em 14081
Chenming Shandong 24 49 | Co-generation | 8,616 207 201 2.99| 1.1m tonnes |1.4m tonnes | -21.43

* ZEEMFFIRKE operation began in 2004
v ¥4 5E newly acquired
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CITIC Pacific has a long-term commitment to the power generation
business as we believe that demand for electricity will continue to rise as
the Chinese economy develops. As an independent power producer in the
power market in China, CITIC Pacific has proven track record of operating
efficiently and working with partners on attractive new investments.

We believe that efficient, low cost management of our plants is the key to

power generation remaining an attractive business with good returns.
The following progress was made:

In February 2005, CITIC Pacific entered into an agreement with its
joint venture partners to change Ligang phase I (2 x 350MW) and
IT (2 x 350MW) from their existing BOT structure to an equity joint

venture. Under the original BoT contract, CITIC Pacific would have to
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transfer all its rights and benefits, at the expiration of the franchise period,
to the other jv partners at nil consideration. These conditions will cease to
exist under the new joint venture arrangement. This transaction is subject

to approval by the relevant authorities.

Construction of the Ligang phase III, which consists of two 600MW units,
is progressing on schedule with commercial operation expected in 2006.
Phase IV (2x 600MW) is also underway scheduled for completion in 2007.

Construction of Zhengzhou phase III, a 400MW (2 x 200MW) expansion

is progressing well with commercial operation on target for 2006.

North United Power Corporation, a joint venture CITIC Pacific formed
with three other partners officially began operation in January 2004 and
made its first full year contribution to CITIC Pacific’s power profits.
730MW of new generating capacity was completed by North United Power
in 2004, bringing the total attributable capacity of North United Power to
5,041MW. Strategically located in Inner Mongolia, an area with an
abundance of coal, North United Power is not only able to obtain
sufficient supply of coal at a lower price than many other companies but
also save on otherwise high transportation costs. The joint venture will
continue to seek attractive new opportunities in the autonomous region
with the goal of supplying electricity not only locally but also to the
North, the Northeast of China and Beijing.

In October 2004, CITIC Pacific acquired a 12.5% stake in the Huaibei
Guoan Power plant (2 x300MW), in Anhui Province.

In 2004, CITIC Pacific acquired a 40% stake in the Hanfeng Power Plant
located in Hebei Province through a 50/50 joint venture with China
Huaneng Group, giving CITIC Pacific an attributable ownership of 20%.
The plant has a remaining franchise period of 18 years. The Hanfeng plant
is an operating power plant that has two generating units of 660MW each

commissioned in March and September 2001.

In 2004, the price of coal rose substantially due to continued high

demand for power in China where the majority of power plants are coal
fired. The inability of generators to raise tariffs means that profits for
power generators are being squeezed. The government’s intention of
linking fuel cost to tariffs, if implemented, will provide some much needed
relief. More work to secure long-term coal supply contracts, managing

costs and improving operating efficiency will be undertaken.

11
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fin == Aviation
b2 Headquarters A #E Ownership
Bl Zefinze e Cathay Pacific Hong Kong 25.5%
TEREMZE BB Dragonair Hong Kong 28.5%
BAEEE BB HACTL Hong Kong 10%
BRI EE b= Air China Cargo Beijing 25%
LB BB TatE in HK$ million 2004 2003
BRIz Cathay Pacific 1,097 330
FBREMTZE Dragonair 186 20
BEREEE HACTL 90 71
Bl B 5 Air China Cargo 25 -
piElB=g ) Contribution 1,398 421
154855 A E BALL 1 Proportion of total contribution 37% 16%
FAE Net assets 11,747 12,880
BEARRR Capital expenditure 518 -
#Z % Cathay Pacific
BEZEAZ BHES
Monthly Passengers Carried Monthly Cargo Carried
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Cathay Pacific (www.cathaypacific.com), an international passenger
and freight carrier based in Hong Kong, provides top quality services
to 92 destinations around the world. CITIC Pacific is the second largest
shareholder and, through participation on the board, the executive
and other committees, has been actively involved in Cathay Pacific’s

management since it first became a shareholder in 1991.

2004 was a record year in the history of Cathay Pacific in which it carried
13.7 million passengers and 972,416 tonnes of freight, an increase of 36%
and 11% respectively from 2003. Revenue rose 32% to HK$39.1 billion
and profit 239% to HK$4.4 billion over those of 2003. This strong
performance is the result of a better economic environment in which
demand for travel surged. Frequencies to certain cities such as Sydney

and New York were increased and new cargo capacity was added.

Following the Air Traffic Agreement between Hong Kong and Beijing
signed in September of 2004, the airline began offering a number of
services to mainland China. These services will allow Cathay Pacific to
capture its share of the growing mainland China air travel market to fully
take advantage of its global network by providing customers the
convenience of accessing China on the same carrier. In December 2004,
Cathay Pacific began daily service to Beijing. A new daily freighter service
to Shanghai was launched in January 2005. In addition, the airline began
flying to Xiamen three times a week on 28 February 2005. In December
2004, Cathay Pacific made a strategic investment in Air China by acquiring
a 10% stake in the Chinese major airline’s 1po after signing an earlier letter
of understanding covering co-operation between the two airlines

in the areas of engineering, ground handling, catering, cargo services

and information technology among others. This will promote close
partnership and co-operation between the two airlines, which will be

mutually beneficial to both.

Dragonair (www.dragonair.com) operates passenger services to

30 destinations in Asia, of which 21 are to mainland Chinese cities.
Profit rose 820% to HK$652 million in 2004. The airline achieved record
numbers of passengers and cargo carried reaching 4.6 million passengers
and 342,413 tonnes of freight. The 49% growth in the number of
passengers was underpinned by increased demand for travel to all
destinations, in particular to and from mainland China. In response to
this, in 2004, Dragonair’s flights to Shanghai were increased to 87 a week
and a service to Tokyo was launched in April. The 27% growth in cargo

13
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# BEfil = Dragonair
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was driven by strong demand from manufacturing regions in China and
an expanded cargo network including the addition of Frankfurt, London

and Nanjing, one of the largest cities in the Yantze River Delta area.

HACTL (www.hactl.com), the operator of the largest air cargo terminal in
the world, SuperTerminal 1, handled a total of 2,262,703 tonnage of cargo,
an increase of 12.6% from the previous high in 2003. This was primarily
driven by strong exports, in particular to Europe, mainland China and

the U.S. SuperTerminal 1 has a potential capacity of 3.5 million tonnes per
annum, providing adequate capacity to support a robust growth of air

cargo in Hong Kong and mainland China into the future.

Air China Cargo, a joint venture in which CITIC Pacific has a 25% interest,
began operation in January 2004 and made its first profit contribution to
CITIC Pacific. It handles all of Air China’s international and domestic cargo
and related ground service businesses. Total freight carried in 2004 was
642,184 tonnes. At the end of 2004, the company employs 5 freighter
planes and the belly space in Air China’s 145 passenger planes to carry
cargo. Two additional freighters will be added in 2005. It flies to 70

domestic and 40 international destinations.



H e Civil Infrastructure

2 Location A Ownership
RBBERE B Eastern Harbour Tunnel Hong Kong
— B — Road 71%
— S — Rail 50%
7alR gk E BB Western Harbour Tunnel Hong Kong 35%
P EIRF R EIE R B Four waste treatment facilities Hong Kong 20% - 50%
E B EIBIZINH g Laogang Phase 4 Landfill Shanghai 30%
LB EE it E in HK$ million 2004 2003
il I= ) Contribution 329 635
L4 A B BRI Proportion of total contribution 9% 24%
FEE Net assets 2,130 2,113
=N Capital expenditure 61 5

F#E B E Tunnels in Hong Kong

REBERE

BESRES Eastern Harbour Tunnel

Western Harbour Tunnel

AL R B B
Cross Harbour Tunnel
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registered an average daily traffic increase of 3% in 2004 to 73,478 vehicles
due to improvement in economic conditions. CITIC Pacific is the
controlling shareholder in the road tunnel with a 71% interest, and has

a 50% interest in the rail tunnel. With the objective of providing investors
with a reasonable but not excessive remuneration as set in the original
contract, EHT applied for a toll increase in September 2002, which was
refused by the Hong Kong Government. In January 2005, the arbitrator
awarded a toll increase of HK$10 for private cars with corresponding
increases for other categories of vehicles which will be implemented

beginning May 2005.

Western Harbour Tunnel (‘WHT’) (www.westernharbourtunnel.com)

is a key section of the Route 3 highway, which links Hong Kong Island,
mainland China and Chek Lap Kok Airport. CITIC Pacific’s shareholding
is 35%. Average daily traffic in 2004 registered a 5% increase to 39,188
vehicles even after a toll increase of HK$3 for private cars in July 2004.
WHT’s traffic growth is limited by the delay in the completion of access
roads, particularly the Central-Wanchai bypass and competition from

the low tolls at the government-owned Cross Harbour Tunnel.
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CITIC Pacific also has a 35% interest in the company that has managed
the Cross Harbour Tunnel under contract for the government since
September 1999. The current contract will expire in 2006.

Environmental

CITIC Pacific has an interest in four 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,
and we also operate a landfill site with a 43 million cubic metre capacity.

In 2004, a total of 4 million tonnes of waste was processed.

In Shanghai, the joint venture between CITIC Pacific, Onyx, a wholly
owned subsidiary of Veolia Environment, and Shanghai Chengtou
Environment Industry Development Co., Ltd. is responsible for the design,
construction, operation and maintenance of the Phase 4 of Laogang
Municipal Waste Landfill for 20 years. Construction is progressing as

planned and trial operation commenced in February 2005.

17
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FERZE

Communications

o Location A Ownership
HF{EEF1616 CITIC Telecom 1616 B Hong Kong 100%
CPCNet CPCNet BB Hong Kong 100%
FERZ CITIC Guoan Bi: Beijing 50%
JRFIER CTM (Macau Telecom) JERFT Macau 20%
LB EE T E in HK$ million 2004 2003
EHERE Turnover 1,449 1,590
st ) B Contribution 133 230
4R A ERRLL 51 Proportion of total contribution 3% 9%
FEAE Net assets 2,525 2,330
BARFREZ Capital expenditure 177 185
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CITIC Pacific’s communications businesses include Macau Telecom, a full
service telecommunications operator and others that focus on providing

value-added services.

CTM

20% owned by CITIC Pacific since 1991, Companhia de Telecomunicacoes
de Macau s.A.R.L. (‘CTM’) (www.ctm.net) is the provider of choice of
fixed line, mobile telephone and Internet access services to the people of
Macau sAR. Due to competition for its mobile business, overall profit
decreased 8% in 2004. However, its fixed line and Internet business
remain healthy and the rapid development of Macau in recent times

provides more opportunities for the future.

IDD Wholesale and Data Services

CITIC Telecom 1616 (www.citic1616.com) is a leader in Asia’s IDD
wholesale market, interconnected to more than 200 international telecom
and mobile carriers in over 80 countries. In 2004, 1616 handled
approximately 3.5 billion minutes of 1pD traffic of which 56% is destined
for mainland China. The drop in total call volume is a result of 1616’

insistence on maintaining margins on mainland China related calls.
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cpcNet Hong Kong (www.cpcnet-hk.com), a telecommunications carrier,
provides Internet services to corporate customers in the Greater China
area. Its “TrueConnect’ is the first Multiprotocol Label Switching based
Internet Protocol Virtual Private Network built in Greater China. In 2004,
the customer base of “TrueConnect’ increased 62% and it now has 16
self-owned Point of Presence (POPs) covering Greater China and service
coverage spanning Asia, USA and Europe. It is anticipated that in 2005
further growth in customer numbers will make ‘“TrueConnect’ profitable.

CITIC Guoan

CITIC Guoan’s primary business is its 62% interest in CITIC Guoan
Information Industry Co., Ltd. (‘Guoan Information’), a Shenzhen Stock
Exchange listed company whose primary business is operating cable Tv
networks in mainland China. At the end of 2004, Guoan Information had
approximately 4 million subscribers in 17 cities in China. In addition to its
catv networks, Guoan Information also has interests in system integration
and software development. CITIC Guoan also owns the CITIC Building in
Beijing, which was 98% occupied at the end of 2004.

E-Commerce

CITIC Pacific’s cooperation with All-China Sports Federation and the
Chinese Olympic Committee continues to focus on developing business
models, which aim to fully utilise the wealth of data available to the joint
venture to make it profitable. Our Internet games business continues to

focus on developing new games to attract more players.
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Special Steel Manufacturing

LB B BT E in HK$ million 2004 2003
- Turnover 7,177 4,611
piElB=1. ) Contribution 438 178
15 4% T B B L Proportion of total contribution 11% 7%
FEE Net assets 4,840 1,421
=Nz Capital expenditure 3,417 545
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Jiangyin Special Steel: CITIC Pacific’s interest in special steel
manufacturing dates back to the early 1990s when the company bought

a small general carbon steel maker in Jiangyin, Jiangsu Province. Over the
years, with market repositioning, new technology, modern management
and capital, Jiangyin Special Steel is now a leader in the manufacturing
of high-grade special steel used in bearings, gears, springs and high-
pressurized pipes in China with annual production capacity of 2 million
tonnes. In January 2004, CITIC Pacific increased its shareholding in
Jiangyin Special Steel to 79% by purchasing an additional 24% from its

joint venture partner.

The plant’s major products are mainly supplied to auto parts, power
equipment, and industrial machinery manufacturers as well as to the
petroleum and petrochemical industries. Many of the products have
received certifications from users such as skr of Sweden, rFAG of Germany
and Caterpillar of the United States. Production of Jiangyin Special

Steel increased to 1.76 million tonnes in 2004. Profit grew 146% compared
with 2003 in spite of fluctuating raw material and end-user markets.

Over the years continuous efforts have been made to improve operating
efficiency and lower production costs through technology innovation and
better management. In an effort to upgrade the quality of its products and
consolidate its leading position, Jiangyin Special Steel is co-operating with
Sumitomo Metals Kokura to produce high-grade special steel targeting

primarily import substitution for auto components.
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Xin Yegang and Daye Special Steel: In October 2004, CITIC Pacific
acquired a 95% stake in Hubei Xin Yegang Co. (formerly known as
Dongfang Iron and Steel Co.) in Huangshi, Hubei Province through which
also acquired other assets including an interest in the Shenzhen Stock
Exchange listed Daye Special Steel Co. Subject to regulatory approval, the
shareholding of CITIC Pacific in Daye Special Steel Co. will increase to
58% from the current 19%. At the end of 2004, total annual production
capacity of the plants is approximately 2 million tonnes and 1.73 million
tonnes were produced for the year. In addition to producing products that
are supplementary to those of Jiangyin Special Steel, Xin Yegang and Daye
Special Steel also manufacture high alloy steel, tool and die steel and
seamless steel tubes. Through this acquisition, synergies can be created in
broadening the products offered and improving geographic coverage of
customers. Xin Yegang and Daye Special Steel will also benefit from the
increased productivity and efficiency brought by modern management,

techniques, and years of experience and expertise of CITIC Pacific.

The special steel market in China is roughly 8% of the approximately

270 million tonnes of total annual steel production, compared with
15-20% in industrialized countries. As China’s economy and in particular
its auto market, power equipment, petroleum, petrochemical and
industrial machinery manufacturing industries continue to grow, it is
inevitable that more and more special steel will be needed. The
combination of Jiangyin Special Steel, Xin Yegang and Daye Special Steel

makes CITIC Pacific a major factor in the special steel market in China.
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UES
Property

LB BB T E in HK$ million 2004 2003
= Turnover 768 401
e B B Contribution 608 508
142 A FRALL 1 Proportion of total contribution 16% 19%
FAE Net assets 19,519 18,986
BARRAX Capital expenditure 1,291 104
BAEmmEiE
B (FFHR)
Approximate GFA
gl Type Ownership ('000 sq. ft.)
-t Properties in Hong Kong
REY Investment Properties
PEAE [GES CITIC Tower Commercial 40% 562
X—H [GES Festival Walk Commercial 50% 1,200
AREITEER D [EES DCH Commercial Centre Commercial 100% 389
Efm o a Wyler Centre Industrial 100% 393
BEFR L I Broadway Centre Industrial 100% 342
MR Z A D T Yee Lim Industrial Centre Industrial 100% 320
Hith =S| Others Various 100% 546
BEIEA Development Properties
asE FERE Discovery Bay Residential township 50% 3,000
D EmMNE FEREE Tung Chau Street, Cheung Sha Wan  Residential / Commercial ~ 100% 321
A *= Others Residential 100% 758
==ty ES Properties in Shanghai
REY Investment Properties
FEREES [SES CITIC Square Commercial 80% 1,137
ElINC) F=E Royal Pavilion Residential 100% 374
REIEA Development Properties
E P F=E New Westgate Garden Residential 100% 3,000
SHEIEA F=E Qingpu Development Residential 100% 1,000
NEE 3o YImiiEsE  Near Pudong Airport Logistic Development 100% 3,000
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CITIC Pacific’s properties are located in Hong Kong and mainland China,
in particular Shanghai and its surrounding provinces. They consist of
large-scale residential and commercial investment properties and
development projects. CITIC Pacific has an experienced property team
that actively participates in every aspect of a project, from identifying
investment opportunities, supervising the construction of the property

to managing the completed development.

In Hong Kong, CITIC Pacific has a land bank of about 4.1 million sq. ft.
gross floor area available for development, of which about 3 million sq. ft.

is in Discovery Bay.

Discovery Bay, 50% owned by CITIC Pacific, is a large residential
development jointly developed with HKR International Ltd. Since its
commencement in 1973, Discovery Bay has grown from a holiday resort
to a fully integrated, self-contained suburban multinational residential
community of both locals and expatriates. Its planning is based on

the concept of a private car free, green town development with a
comprehensive range of educational, community and social facilities

to serve the Discovery Bay population. Situated on the Northeastern
shore of Lantau Island, Discovery Bay is endowed with ample open space,
recreational and leisure facilities including a private beach, a central park,

scenic promenade, golf courses and a marina.

The current Yi Pak Bay development is located in the northern part of
Discovery Bay with a total gross floor area of approximately 2.34 million
sq. ft., of which 0.98 million sq. ft. has been developed as Siena One

(Phase 11) and Siena Two (Phase 12). Siena One, with a gross floor area of
0.34 million sq. ft., has all been sold. Siena Two, with a gross floor area of
0.64 million sq. ft., was 98% sold at the end of 2004. Construction work for
Phase 13, which has a gross floor area of 0.53 million sq. ft., is progressing

well with completion being targeted for the end of 2005.

In October 2004, CITIC Pacific reached an agreement with the Hong Kong
Government on the premium payable for development of the Tung Chau
Street Site in Cheung Sha Wan, Kowloon into a residential and
commercial development with a gross floor area of approximately 0.32
million sq. ft. The design and site works for the project is in progress with

target completion in 2008.
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CITIC Tower, 40% owned by CITIC Pacific, is our headquarters and a
landmark on the Hong Kong waterfront comprising 562,000 sq. ft. of
offices, retail shops and restaurants, and linked to the Admiralty MmTR
station with a footbridge. The building is currently 99% occupied. Rentals
strengthened in 2004 compared with 2003.

Festival Walk, a 1.2 million sq. ft. of shopping and office complex, is 50%
owned by CITIC Pacific. Jointly developed with the Swire Group, it is
located at the interchange of the Kowloon Canton Railway and Mass
Transit Railway in Kowloon Tong. Completed in 1998, Festival Walk is one
of the most successful shopping centres in Hong Kong where vacancies are

rare and rentals are firm.
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CITIC Pacific’s strategy in property going forward is very much focused on
the mainland China market, in particular, Shanghai and its surrounding

provinces where there is strong demand for quality housing.

The New Westgate Garden is located in the Huangpu District of Shanghai,
adjacent to Xizang Nanlu and Jianguo Donglu. It is within walking
distance from a future subway station of the new Metro Line 8. With a
gross floor area of approximately 3 million sq. ft., it comprises residential
towers, a multi-storey commercial complex with retail shops and a
basement carpark. In August 2004, the sale of the first 255 flats met
overwhelming interest and all were sold in a few days. The sale of the
second set of 197 units began in early March 2005 and again, all units
were sold within a few days. The rest of the 1st phase is scheduled for

sale towards the end of the first half of 2005.

CITIC Square, 80% owned by CITIC Pacific, is a Grade A retail and office
tower in Nanjing Xi Lu, Shanghai. Its rental continues to do well with full
occupancy. Royal Pavilion, 100% owned by CITIC Pacific, is a luxury

service apartment, with occupancy of 96%, and its rental income is stable.

CITIC Pacific also owns a site of about 4.74 million sq. ft. near Shanghai

Pudong Airport for future logistic development.

In December 2004, CITIC Pacific won a public tender to buy a 1.45 million
sq. ft. site in the Qingpu District of Shanghai, which is zoned for a

1 million sq. ft. low-density residential project. In addition, CITIC Pacific
is also in the process of acquiring two blocks of land nearby to enhance

overall development.

Also in December 2004, CITIC Pacific signed an agreement with a local
party to form a joint venture company to develop a commercial project
with a gross floor area of approximately 1 million sq. ft. in Ningbo,

Zhejiang Province.

25



2740188 Business Review

Marketing and Distribution

25 Location A HE Ownership
AET BB Dah Chong Hong Hong Kong 100%
== BB Sims Trading Hong Kong 100%
LB BB A in HK$ million 2004 2003
EHE Turnover 12,078 12,136
st ) B ek Contribution 284 264
4R A ERALL 51 Proportion of total contribution 7% 10%
FAE Net assets 3,708 3,234
BARFEZ Capital expenditure 203 211

K E 47 (www.dch.com.hk) PA 2 85 155
TS AR AT o HEEEE S
AT WS SR B R B > [ REHL AR HAS Bk
Fom & KEERER

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.

KETHHE DCH Motor

LEE GBI E in HK$ million 2004 2003
EERE Turnover 6,730 7,083
gl N=N s Contribution 148 188

KEGREBRRWREDIHE L — o K
SRR AELEFETIGIEA R 526% - KB

In Hong Kong, DCH Motor is one of the largest distributors of motor

vehicles with a 26% market share in 2004. It distributes a wide range

AT RT AR 5B R Ay of vehicles:
EHEE Units sold

RELER fhhg Type Brands 2004 2003
FLRE TRan ~ Bl - FF) Passenger cars Acura, Audi, Bentley, Honda,

AH - HE - B&E - Nissan, Opel, Saab, Volkswagen

wE - BT 5,539 4,695
E5 K= A+45 %8 - Commercial vehicles  DAF, Isuzu, MAN,

UDAKE S UD Nissan Diesel 2,931 2,310
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REFTERBREHE
DCH Vehicle Sales in Hong Kong
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The overall performance of the Hong Kong motor market improved
significantly from its low in 2003. Total vehicles sales in the territory

rose 18.5%, the result of a better economic environment as consumers’
confidence in the economy returned. DCH outperformed the market with
total unit sales growth of 21%. Its commercial vehicle sales registered a
gain of 27% compared with 2003 and DCH managed to expand its market
share in this segment to 34% thanks to the revival of cross-border
transportation. DCH’s passenger car sales increased 20% compared with
2003. During 2004, DCH obtained from GM the dealerships of two
European brands, Opel and Saab, broadening DcH’s product portfolio.

In addition to selling motor vehicles, a big part of DCH’s business is to
provide an extensive range of motor related services such as after sales
service and inspection, parts retail and distribution, leasing and fleet
management, and aviation ground supporting services. DCH Motor

Service Centre in Kowloon Bay is the largest in Hong Kong.
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XEfTREEHES #E Dah Chong Hong and Sims in China
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In mainland China, DcH distributes both imported and domestically
manufactured vehicles through local partners where, unlike Hong Kong,
distributorships are not exclusive. Overall vehicle sales in the mainland
grew 15% in 2004, a much slower pace than the 34% growth experienced
in 2003 as the industry goes through a period of consolidation. The
reduction of the availability of credit as a result of the macro economic
measures taken by the Chinese government negatively impacted motor
vehicle sales, in particular the sales of large, expensive trucks such as
Isuzu. bcH’s commercial vehicle sales dropped 38% compared with a
robust 2003 primarily due to the sharp decrease in imported truck sales.
On imported passenger vehicle front, even though unit sales increased,

over supply, credit tightening, the eventual abolition of the import quota




& HEE Units sold

BRI M (RETHAEEMN) Type Brands (DCH & partners) 2004 2003
fLRE A0 :&EF - AH - Passenger cars Imports: Bentley, Honda, Nissan,
HE BB & Opel, Renault 3,574 2,983
AHAERE  ERBK Domestic: Beijing Hyundai,
EMNAH - SEEaE - Guangzhou Honda, Hainan Mazda,
REHE Dongfeng Nissan 4,051 3,188
BE A0 : A5 R - Commercial vehicles  Imports: Isuzu, lveco, UD Nissan Diesel 3,404 6,586
UDKE 7
AR ER Domestic: Qingling, Dongfeng
IR AL - R KM Nissan Diesel, Naveco 1,498 1,346
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system and frequent price cuts resulted in reduced margins for this
segment. In anticipation of the change in import vehicle policy that
favours one exclusive wholesaler for each brand, DcH has expanded its
efforts in developing local dealerships for both domestic and imported
brands. In 2004, much effort was made in system development and service
quality improvement to better position DCH in its future expansion in
mainland China.

Working with local partners, DCH’s sales and service network now covers
13 cities in mainland China including 10 integrated sales, service and
spare parts centres. The implementation of the Automobile Industry
Development Policy in China will certainly create a more matured

business environment for experienced operators like DCH.

RETHEHEIPEKREZRE
DCH Vehicle Sales to mainland China
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REDAINZE 5 Non-Motor Trading

LB E BTt E in HK$ million 2004 2003
= Turnover 5,348 5,053
e A B B Contribution 136 76
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DCH Trading: DcH distributes consumer and commodity food products
including provisions, rice and cereal, edible oils, Chinese foodstuffs and
meat, cosmetics, building materials, and home electric appliances, and is
involved in E&M engineering projects and maintenance services. Through
its extensive global sourcing network, efficient logistics support and
nationwide distribution network, DCH was able to achieve good results

in 2004. pcH’s broad product portfolio enables it to spread trading risks.
A good example was DCH’s ability to offset the adverse sales impact on
the frozen meat re-export business to China, where it was seriously
affected by mad cow disease and avian flu control measures, through

increased sales of alternative products.

In mainland China, much effort was made on laying the groundwork for
participation in upstream production/processing and logistics business
with the Xinhui industrial park and logistics hub being targeted for
business commencement in the latter half of 2005. DcH took an equity
interest in a small electrical appliance manufacturing plant in Shunde to

realize upward integration for its existing electrical appliances business.

Sims Trading: Sims Trading (www.simshk.com) specialises in the
distribution of branded food, beverage, household and healthcare
products in Hong Kong, Macau, and mainland China for the retail and
catering markets. The brands represented by Sims include Pocari Sweat,
Ovaltine, Almond Roca, Barilla, Avoset for the Hong Kong market and
Pringles, Ferrero, Campbell’s, Almond Roca, UHA and Taier for the
mainland China market. Sims provides third party logistics services to

major companies such as Heineken, Gillette, Pizza Hut and Seven Eleven.

2004 saw Sims making significant progress in expanding its portfolio of
representation and their distribution in the market, and as a result, profit
increased. Looking ahead, Sims plans to transform its role from being

an added value distributor to becoming a partner in manufacturing and
other businesses, enabling Sims to manage the entire supply chain process
and to provide total solutions for its business partners and customers.

In November 2004, a joint venture agreement was signed with Otsuka
(China) Investment Co. for the manufacturing and marketing of the

Pocari Sweat sports drink in Guangdong.



o Ath 5% %5

Other Businesses

HEEARTH

R E B R EA T SR RA R ([ {F
E7AR | www.citiccapital.com) Z FE KR >
BEA H50% Mt > P EEATI R — K EER
B A AR ERAT - R
B BE R A mE - EEE - BRH K
BTG UETE o G EATE —FF D4R (HEE
TR AR I B A

FEARSEME T - SEB RIS I
IR B2 R A3 BT > Hr G R S )
B AL 75 oI 2 B2 v W 1348 7T S s W LofRi o -
[EBS T SE 5 T - 92508 2 TR A B SR il
B BEFERLBW70ETEN - EE
B RSETS S R A BN - A 2 1
& FTE RS R BN BT S AR 1)
oo BI TR TIEIE S L - BEE AT £
HTS(E T o W KEAC BT ARG K IR -
E m E RS R TR > AR
heziie 2 SUERITIEZ SIS 1 sia g0
BEF o WA > SR TEE A Brgm

CITIC Capital Markets

50% owned by CITIC Pacific, CITIC Capital Markets (www.citiccapital.com)
is a China focused investment bank with its core businesses in corporate
finance, equity and debt capital markets, asset management, brokerage and
research. 2004 marked the second full year of ccmH’s operation during

which continued solid results were achieved.

CcCMH’s investment banking business continued to gather momentum
with the successful execution of deals such as the HK$1.3 billion listing
of Weichai Power and HK$1 billion listing of Beijing Media. On the debt
capital markets front, total loans of HK$7 billion were arranged for clients
employing innovative and flexible structures. The asset management
business saw strong growth with total asset under management of
approximately US$500 million by the end of 2004. A number of new funds
were launched and overall performance of all funds achieved satisfactory
results. Significant inroads were made in the further expansion of ccmH’s
brokerage business where quality and insightful research played a key
role in securing a number of reputable institutional clients. Additional

brokerage outlets were opened in 2004.
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