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Notes to the Summary Financial Statements
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1 General Information

These summary financial statements from page 60 to 68 are not the
Group’s statutory financial statements and they do not contain sufficient
information to allow as full an understanding of the results and state of

affairs of the Group as would be provided by the full Annual Report.

2 Significant Accounting Policies

Basis of Preparation

These summary financial statements have been prepared from the
consolidated financial statements of the Group for the year ended
31 December 2004 (‘the Accounts’).

The Accounts have been prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with accounting standards
issued by the Hong Kong Institute of Certified Public Accountants (the
‘HKICPA’) (Formerly Hong Kong Society of Accountants). The recognition
of exchange differences on certain long-term liabilities in CITIC Pacific’s
associated company Cathay Pacific Airways Limited (‘Cathay Pacific’) does
not comply with Hong Kong Statement of Standard Accounting Practice
(‘ssaP’) No. 11 but does comply with International Financial Reporting
Standards (‘1FRS’) and Cathay Pacific’s policy is explained in accounting
policy Note 1(q) of the Accounts.

The HKICPA has issued new and revised Hong Kong Financial Reporting
Standards (‘HKFRS’) and Hong Kong Accounting Standards (‘HKAS’) (‘new
HKFRSs’) which are effective for accounting periods beginning on or after
1 January 2005.

As permitted under the new HKERSs, the Group has chosen to adopt these
three of the new and revised standards as of 1 January 2004, their impact

on the financial statement is set out below:
HKERS No. 3 Business Combinations;
HKAS No. 36 Impairment of Assets;

HKAS No. 38 Intangible Assets.

Previously Recognised Goodwill

Since 1 January 2004, the amortisation of positive goodwill has been
discontinued. As a result, the Group’s profit for the year ended

31 December 2004 is increased by HK$202 million.
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2 Significant Accounting Policies continued

Previously Recognised Negative Goodwill

The carrying amount of negative goodwill as at 1 January 2004, including
that credited to the capital reserve, has been credited to the opening
balance of retained earnings. As a result, the Group’s opening retained
earnings as at 1 January 2004 increased by HK$1,429 million with the
corresponding decrease in the capital reserve of HK$1,382 million and
HK$35 million of negative goodwill and increase in jointly controlled
entities of HK$12 million.

Included in the share of net assets of associated companies at 1 January
2004 is HK$2,207 million which does not meet the new identifiability
criterion in HKAS No. 38. This amount was the excess of the Group’s share
of the fair value ascribed to the net assets of an associated company over
the cost of acquisition at the time of acquisition. As a result, the opening
capital reserve and the net asset of associated companies as at 1 January
2004 had been reduced by HK$2,207 million from the closing balance at
31 December 2003.

The Group has not early adopted the new HKFRss in the financial
statements for the year ended 31 December 2004, except as disclosed in
the above, and is in the process of assessing the impact of these HKFRSs on

future accounting periods.

Prior Year Adjustments

Prior year adjustments have been made for the understatement of cost

of sales of a subsidiary company in the Group’s Communications segment
in prior years. As a result of these understatements, profit before taxation
and profit after taxation for year ended 31 December 2003 was overstated
by HK$5 million and HK$4 million respectively. The Group’s retained
earnings as at 31 December 2003 was decreased by HK$54 million.

The comparative figures have, therefore, been restated to record these
cost of sales and the corresponding payable to suppliers, as well as the

provision for taxation.

Also, an associated company in the Aviation segment has changed its
revenue recognition policy. Certain revenues which were recognised
immediately in the past are now amortised to the profit and loss accounts.
As a result, the retained profits as at 1 January 2004 and the profit for the
year ended 31 December 2004 of the Group is reduced by HK$64 million
and HK$15 million respectively.
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3 EEME 3 Directors’ Emoluments
£8 Group
LB E BTt E in HK$ million 2004 2003
ok Fees 2.9 1.8
e Salaries 8.9 10.4
1E4L Bonuses 103.1 83.3
114.9 95.5

HHME W The directors’ emoluments are analysed as follows:

EZE AZ Number of directors
B < %5 Z] Emoluments Bands 2004 2003
O 7T & ¥ 1,000,000 7T HK$0 - HK$1,000,000 6
7&#1,500,001 st £ E¥ 2,000,000 7T HK$1,500,001 - HK$2,000,000 2
75#2,000,001 7t &£ A% 2,500,000 HK$2,000,001 - HK$2,500,000 2 -
713,000,001 T = A% 3,500,000 7T HK$3,000,001 - HK$3,500,000 - 1
E#3,500,001 st & E¥ 4,000,000 7T HK$3,500,001 - HK$4,000,000 - 1
75#5,500,001 Tt &£ A% 6,000,000 7T HK$5,500,001 - HK$6,000,000 1 -
79,000,001 T = A% 9,500,000 HK$9,000,001 - HK$9,500,000 - 1
7&#9,500,001 st & E#10,000,000 7T HK$9,500,001 - HK$10,000,000 1 -
75#13,000,001 7t & 7#%13,500,000 7T HK$13,000,001 — HK$13,500,000 - 1
714,000,001 7T = 5% 14,500,000 7T HK$14,000,001 — HK$14,500,000 1 -
7&#15,500,001 7 £ E# 16,000,000 7T HK$15,500,001 — HK$16,000,000 - 1
75#19,500,001 7t & /120,000,000 7T HK$19,500,001 — HK$20,000,000 1 1
723,000,001 7T & B 23,500,000 7T HK$23,000,001 - HK$23,500,000 - 1
7E#25,500,001 7T & E# 26,000,000 7T HK$25,500,001 — HK$26,000,000 1 -
7% 30,000,001 7t & /#%30,500,000 7T HK$30,000,001 — HK$30,500,000 1 -
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Emoluments paid to independent non-executive directors during the

year amounted to HK$1.4 million (2003: HK$0.7 million).

The five highest paid individuals of the Group during the year were

also directors and their emoluments are reflected in the analysis

presented above.

During the year, 7,600,000 share options were granted (2003: Nil) to

certain directors of the Company under the CITIC Pacific Share Incentive

Plan 2000.
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4 Fixed Assets

&M Group
FRE
wEYE BRWE p&/ES TERE HeEs Hith =]
Properties
Investment Self-used held for Vehicular Plant and
LOBEM B E T E in HK$ million properties  properties development tunnel  machinery Others Total
AL E Cost or valuation
—TZE—A—H At 1 January 2004 7,923 3,611 713 1,983 2,237 2,417 18,884
Hiam Exchange adjustments 11 7 - - 4 10 32
NE Additions
BB A A) through acquisition of
subsidiary companies - - - - 954 17 971
Hit 7= others 1 559 1,224 9 551 666 3,010
HE Disposals
FRHEMBAR through disposal of
subsidiary companies - (29) - - (33) (23) (85)
Hin A= others 1) (15) (230) - (40) (85) (371)
EXRP S Revaluation surplus 181 - - - - - 181
EMHH Reclassification - 32 - - 196 (228) -
AEEE Impairment loss - - - - - 1) 1)
—ETNFE+=-_A=+—H At 31 December 2004 8,115 4,165 1,707 1,992 3,869 2,773 22,621
ZENE Accumulated depreciation
—ETWFE—A—H At 1 January 2004 - 665 - 622 824 1,247 3,358
Btk Exchange adjustments - 2 - - 1 3 6
RNEEHE Charge for the year - 76 - 92 215 234 617
A &5 el Written back on disposals
BEBRHENRBRA through disposal of
subsidiary companies - (11) - - (14) (10) (35)
Hit 7 others - 7) - - (22) (58) (87)
—TENFE+-_A=1+—H At 31 December 2004 - 725 - 714 1,004 1,416 3,859
REVFE Net book value
—ETNFE+=-A=1+—H At 31 December 2004 8,115 3,440 1,707 1,278 2,865 1,357 18,762
—ETE=F+=-H=+—H At 31 December 2003 7,923 2,946 713 1,361 1,413 1,170 15,526
it B EZ KA E The analysis of cost or
PHHT - valuation of the above
assets is as follows:
AR At cost - 4,165 1,707 1,992 3,869 2,773 14,506
HEHBE-ZTTNF At professional valuation
- 2004 8,115 - - - - - 8,115
8,115 4,165 1,707 1,992 3,869 2,773 22,621
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5 f##& 5 Reserves
£H Group
B REWE EXK
LB EETatE tnE EOREE BAFEE ShEE ®E  EEEE RBRF k)
Investment
Capital property  Exchange
Share redemption Capital revaluation fluctuation General  Retained
in HK$ million premium reserve reserve reserve reserve reserve profits Total
ZZZ=F—R—RB ' Z/FFI
At 1 January 2008, as previously reported 24,782 19 1,053 847 159 142 14,661 41,663
EFEHFHE
Prior year adjustment
—RB AR DR HERAR
Understatement of cost of sales of a subsidiary company - - - - - - (50) (50)
E2])
As restated 24,782 19 1,053 847 159 142 14,611 41,613
Frib B & R Rl
Share of reserves of associated companies - - - (242) (342) - - (584)
PRI 6 2 e
Goodwill written back on disposal - - 11 - - - - 11
EEZRERE
Impairment loss on goodwill - - 26 - - - - 26
MESHEEZ B
Deficit on revaluation of properties - - . 87) - - - 87)
NI 2R
Exchange translation differences - - - 5 (11) - - ©6)
BEEF
Transfer from profits - - - - - 40 (40) -
% 5R A 5
Profit attributable to shareholders - - - - - - 1,301 1,301
[Ee=)
Dividends = = - = - = (4,377) (4,377)
ZTT=F+-fA=1+—H
At 31 December 2003 24,782 19 1,090 523 (194) 182 11,495 37,897
&
Representing
ZTT=F+-fA=1+—H
Bt ARSEREKRE
At 31 December 2003 after proposed final dividend 36,365
BE_TT=FRERE
2003 Final dividend proposed 1,682
37,897
B TSR AR E 2 7R
Retained by
KRR RMEAT
Company and subsidiary companies 24,782 19 1,085 - 6 164 7,099 33,155
FEEESIEE
Jointly controlled entities - - 2 - - 15 412 429
i WNS)
Associated companies - - 3 523 (200) 3 3,984 4,313
24,782 19 1,090 523 (194) 182 11,495 37,897
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5 Reserves continued

HH ez Group continued
BN BAGEE/ RADE EXEE
LB EETatE fetmfE FEOREE (BE) SHhRHE #E  HEEE RBRF 485
Investment
Capital Capital property  Exchange
Share redemption reserve / revaluation fluctuation General  Retained
in HK$ million premium reserve  (Goodwill) reserve reserve reserve profits Total
—ZZWMFE—-A—RB - FF1FFI
At 1 January 2004, as previously reported 24,782 19 1,090 523 (194) 182 11,549 37,951
RPN BB IS LRIEI5E (H7E2)
Early adoption of new HKFRS No. 3 (Note 2) - - (3,589) - - - 1,429 (2,160)
HEYTHE
Prior year adjustments
—MNB AR B HERK
Understatement of cost of sales of a subsidiary company - - - - - - (54) (54)
PG & R R FIRER 2 B
Share of associated company for change in profit recognition - - - - - - (64) 64)
E Tl
As restated 24,782 19 (2,499) 523 (194) 182 12,860 35,673
Tl R BB
Share of reserves of associated companies - - - 1 (131) - - (130)
il SRR HIE B8R
Share of reserves of jointly controlled entity - - - - - 11 - 11
SNEIRE 2R
Exchange translation differences - - - - 2 - - 2
RIBRE AT BB TR
Issue of shares pursuant to the Plan 66 - - - - - - 66
HE BB
Reserves written back on disposal - - 5 - 2) (2) - 1
jey=yagll
Transfer from profits - - - - - 53 (53) -
PR SR FE A 5
Profit attributable to shareholders - - - - - - 3,581 3,581
[%5)
Dividends - - - - - - (2,189) (2,189)
—ZTMEF-A=+—8H
At 31 December 2004 24,848 19 (2,494) 524 (325) 244 14,199 37,015
[As=3
Representing
—ZTMEF-A=+—8H
BETAESERARES
At 31 December 2004 after proposed final dividend 35,261
EE - ETMEREE
2004 Final dividend proposed 1,754
37,015
B TSR BIRE 2 K
Retained by
ENGIDS ) NG|
Company and subsidiary companies 24,848 19 (2,494) - 6 226 8,881 31,486
HEEHIER
Jointly controlled entities - - - - - 15 660 675
B R A
Associated companies - - - 524 (331) 3 4,658 4,854
24,848 19 (2,494) 524 (325) 244 14,199 37,015
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5 RtEs

Har

EF R B I B T2 2 S (1 - 03
ZERE Z SR ETQEATIL - (WEIZAZE B FRANE &
BEERIEI1S - AEBHE —FEME S = A= 4 —
148 2 18 B Bt — (B = F— BT (=
FEE=F  FE=FENT_E5ET) -

68

5 Reserves continued

Note :

The exchange fluctuation reserve included the Group’s share of the exchange
reserve of Cathay Pacific. As set out in accounting policies No.1(q) in the Accounts,
the Group’s profit and loss account for the year ended 31 December 2004 would
have decreased by HK$131 million (2003: HK$342 million) had SSAP No.11 been
adopted by Cathay Pacific.



