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Human Resources

As at the end of December 2005, the Group employed 19,174 staff (2004: 15,915) in its headquarters

in Hong Kong and its principal subsidiaries and joint venture companies. Employees working in the
mainland of China increased to 15,019 (2004: 11,680) mainly because of the expansion of Special Steel
Manufacturing. Those working in Hong Kong, however, slightly decreased to 3,912 (2004: 3,995)
while the number of employees in other countries maintained at 243 (2004: 240).

The general economy in Hong Kong has exhibited a solid and broad-based upturn in 2005. It has led to
significant positive improvements in the employment environment motivating staff to operate effectively
and efficiently to attain better level of performance.
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Headcount by Business Segment
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Human Resources Management

CITIC Pacific is an equal opportunity employer and adheres to non-discriminatory employment
practices and procedures in recognizing and respecting individual’s rights. Striving to administer a fair
and consistent human resources management policy to the mutual benefit of its employees and the
Group, it also upholds a high standard of business ethics and personal conduct of its employees. Every
employee of the Group is required to strictly follow the Code of Conduct which covers the professional
and technical standard of requirements in conducting business, and all heads of business units are
charged with the responsibility of disseminating the Group’s requirements to the people concerned.

To ensure the proper enforcement of the Code of Conduct Policy, the Group requires all business units
to report the compliance status of the Policy on a bi-annual basis.

Employee Compensation

CITIC Pacific aims to attract, retain and motivate employees who have the relevant skills, knowledge
and competencies to develop, support and sustain the continued success of the Group. Employee’s cash
remuneration typically comprises a base salary and a variable compensation, mainly in the form of a
performance-linked discretionary bonus which is based on the company’s result and the individual’s
performance. Senior management of the Group receives a substantially higher portion of their cash
remuneration in performance bonus, reflecting their contribution to the business outcomes and
financial performance. Its compensation strategy is to cultivate a pay-for-performance culture to
incentivize and reward employee performance that will lead to a long-term enhancement of the overall
caliber of the Group. The replacement of the Group’s many forms of guaranteed and fixed bonuses
with performance-based variable compensation has been implemented effectively by having the top-
performers adequately rewarded and the under-performers properly addressed. On an annual basis, the
Group reviews the cash compensation and benefit programs provided for its employees to ensure that
the total compensation is internally equitable, externally competitive , as well as in support of the
Group’s business strategy. Towards this end, Group companies are largely in conformity with this policy.

Remuneration Committee

The Remuneration Committee, established in August 2003, comprises three non-executive directors,
and two of whom are independent non-executive directors. The Committee is chaired by Mr Norman
Ho and meets at least once a year.

The principal role of the committee is to exercise the powers of the Board to determine and review the
remuneration packages of individual executive directors and key executives, including salaries, bonuses,
benefits in kind and the terms on which they participate in any share option or other plans considering
factors such as salaries paid by comparable companies, time commitment and responsibilities of the
directors and key executives, employment conditions elsewhere in the Group and desirability of
performance-based remuneration so as to align management incentives with shareholder interests.

Details of the CITIC Pacific Share Incentive Plan 2000 and the granting of options are reported on pages
69 to 71. Total remuneration paid to directors was HK$109.7 million (2004: HK$115.5 million) and
further information on Directors’ Emoluments can be found on page 101.
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As in the past many years, the Group supports charitable work and the promotion of education,
environment protection, sports, culture and the arts by sponsoring many activities in Hong Kong, the
mainland and overseas. Most notably, the Group and its subsidiary companies have been long-term
supporters of the Community Chest of Hong Kong by making donations and participating in their
campaigns and fund raising activities. The Group has continued to be one of the sponsors of the Hong
Kong Arts Festival. Particularly, the Group has supported the Government in hosting the wro Hong

Kong Ministerial Conference 2005 through cash sponsorship and toll discount at the Eastern Tunnel
and Western Tunnel during the period.
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remain appropriate. Matters reserved for the Board are those affecting the Group’s overall strategic
policies, finances and shareholders including financial statements, dividend policy, significant changes
in accounting policy, material contracts and major investments. All Board members have separate and
independent access to the Group’s senior management to fulfil their duties. They also have full and
timely access to relevant information about the Group and are kept abreast of the conduct, business
activities and development of the Group. Independent professional advice can be sought at the Group’s
expense upon their request.

The Board meets regularly to review the financial and operating performance of the Group and other
business units, and approve future strategy. Four Board meetings were held in 2005 and the average
attendance rate was 86%. Individual attendance of each director at the Board meetings, the Audit
Committee meetings and the Remuneration Committee meeting during 2005 is set out below:

Attendance / Number of Meetings

Audit Remuneration

Director Board Committee Committee
Executive Director
Mr Larry Yung Chi Kin — Chairman 4/4
Mr Henry Fan Hung Ling — Managing Director 4/4
Mr Peter Lee Chung Hing 4/4
Mr Norman Yuen Kee Tong 4/4
Mr Vernon Francis Moore 4/4
Mr Yao Jinrong 4/4
Mr Chang Zhenming

(resigned on 15th June 2005) 0/2
Mr Li Shilin 2/4
Mr Carl Yung Ming Jie 4/4
Mr Liu Jifu 3/4
Mr Leslie Chang Li Hsien

(appointed on 1st April 2005) 3/3
Independent Non-executive Director
Mr Hamilton Ho Hau Hay 2/4
Mr Alexander Reid Hamilton

(Chairman of the Audit Committee) 3/4 4/4 1/1
Mr Hansen Loh Chung Hon 4/4 4/4
Mr Norman Ho Hau Chong

(Chairman of the Remuneration Committee) 4/4 11
Non-executive Director
Mr Willie Chang 4/4 4/4 /1

Mr André Desmarais
(One of the meetings were attended by
the alternate of Mr André Desmarais) 3/4




Corporate Governance

The fee for each individual director sitting on the Board is HK$150,000. The additional fees for the
directors serving in the Audit Committee and the Remuneration Committee are HK$100,000 and
HK$50,000 respectively.

Details of CITIC Pacific’s remuneration policies are set out in the Human Resources section on page 52.
Directors’ emoluments and retirement benefits are disclosed on page 101. Details of the CITIC Pacific
Share Incentive Plan 2000 and the granting of options are disclosed on pages 69 to 71.

Nomination of Directors
There is no nomination committee in the Group for the time being.

Candidates to be nominated as directors are those experienced, high calibre individuals. During the
year, appointment of Mr Leslie Chang as new director is put to the full Board for approval. Thereafter,
Mr Leslie Chang as the new director is subject to election by shareholders at the first annual general
meeting after his appointment.

Auditor’s Remuneration

PricewaterhouseCoopers has been appointed by the shareholders annually as CITIC Pacific’s external
auditors since 1989. During the year, the fees charged to the accounts of the Company and its
subsidiaries for PricewaterhouseCoopers’ statutory audit amounted to approximately HK$8 million
(2004: HK$7 million), in addition approximately HK$1 million (2004: HK$5 million) was charged for
other services. The non-statutory audit services mainly consist of special audits, tax compliance and the
interim review. The cost of audit services of subsidiaries not performed by PricewaterhouseCoopers
amounted to approximately HK$8 million (2004: HK$7 million).

Audit Committee

The Board established an Audit Committee in 1995. The Audit Committee has clear terms of
reference and is accountable to the Board. The terms of reference can be found in the Group’s website
(www.citicpacific.com). It assists the Board in meeting its responsibilities for ensuring an effective
system of internal control and compliance, and in meeting its external financial reporting objectives.
All Committee members are non-executive directors and two of them including the Chairman are
independent. Its current members include:

Mr Alexander Reid Hamilton — Chairman
Mr Hansen Loh Chung Hon
Mr Willie Chang

The Committee members possess diversified industry experience and the Chairman has appropriate
professional qualifications and experience in accounting matters. The Committee meets four times each
year, together with senior management and auditors, both internal and external. The attendance rate of
the members for the four meetings held in 2005 was 100%.

During 2005, the Audit Committee considered the external auditors’ projected audit fees; discussed with
the external auditors their independence and the nature and scope of the audit; reviewed the interim and
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