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Corporate Governance

Corporate Governance Practices
CITIC Pacific is committed to ensuring high standards of corporate governance and first class business

practices. The Board believes that good corporate governance practices are increasingly important for

maintaining and promoting investor confidence. Corporate governance requirements keep changing,

therefore the Board reviews its corporate governance practices from time to time to ensure they meet

stakeholders’ expectation, comply with legal and professional standards and reflect the latest local and

international developments. The Board will continue to commit itself to achieving a high quality of

corporate governance.

In 2005, we improved our corporate governance practices by amendments of Articles of Association 

and the Board’s approval on certain matters to align with the Code Provisions in the Code on 

Corporate Governance Practices (‘the Code’) contained in Appendix 14 of the Rules Governing the

Listing of Securities on the Stock Exchange of Hong Kong Limited which came into effect on 1 January

2005. As such, we have modified the Company’s Articles of Association, the terms of reference of the

Audit Committee and the Remuneration Committee to incorporate certain Code Provisions set out 

in the Code.

Throughout the year of 2005, CITIC Pacific has complied with all applicable Code Provisions on the

Code on Corporate Governance Practices contained in Appendix 14 of the Rules Governing the Listing

of Securities on the Stock Exchange of Hong Kong Limited. CITIC Pacific has also applied all the

principles in the Code and the manner in which they are applied are explained in the following parts 

of the Corporate Governance Report.

Directors’ Securities Transactions
The Group has adopted the Model Code for Securities Transactions by Directors of Listed Companies

(‘the Model Code’) contained in Appendix 10 of the Listing Rules. Having made specific enquiry, all

directors have fully complied with the required standard set out in the Model Code throughout the 

year of 2005.

Board of Directors
The Board currently comprises twelve executive and six non-executive directors of whom four are

independent as defined by the Stock Exchange (the biographies of the directors, together with

information about the relationship among them, are set out in the 2005 Annual Report). Independent

non-executive directors are nearly one-quarter and the non-executive directors are one-third of

the Board.

Under the Company’s Articles of Association, every director is subject to retirement by rotation at least

once every three year. One-third of the directors must retire from office at each annual general meeting

and their re-election is subject to a vote of shareholders.

The Board determines the overall strategies, monitors and controls operating and financial performance

and sets appropriate policies to manage risks in pursuit of the Group’s strategic objectives. Day-to-day

management of the Group’s businesses is delegated to the executive director or officer in charge of each

division. The functions and power that are so delegated are reviewed periodically to ensure that they
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Ten Year Statistics

At year end (HK$ million) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Shareholders’ funds 36,280 39,827 41,426 37,580 40,650 40,781 41,742 37,848 36,921 39,103

per share (HK$) 17.01 18.72 19.47 17.67 18.51 18.62 19.07 17.29 16.84 17.83

Debt

Debt 10,243 23,302 22,075 18,563 15,709 14,639 9,267 10,528 14,580 21,218

Bank deposits 594 710 900 8,044 5,201 4,631 2,545 5,511 2,417 2,579

Net debt / total capital 21% 36% 34% 22% 21% 20% 14% 12% 25% 32%

Interest cover (times) 19 6 4 4 5 6 12 8 15 11

Capital employed 46,523 63,129 63,501 56,143 56,359 55,420 51,009 48,376 51,501 60,321

Property, plant and equipment 2,315 4,642 5,085 5,157 6,530 7,782 5,601 5,696 7,344 10,063

Investment properties 4,342 3,534 5,299 5,374 5,531 5,357 8,493 7,923 8,115 8,645

Properties under development 2,184 1,225 227 240 246 460 586 679 1,672 1,849

Leasehold land 1,075 1,055 1,135 1,123 1,102 1,076 1,094 1,194 1,596 1,618

Jointly controlled entities 798 859 831 1,396 2,019 2,365 3,582 4,085 7,852 10,583

Associated companies 25,369 38,682 38,732 20,859 23,497 22,704 22,183 22,584 21,439 23,300

Other financial assets 9,183 11,170 11,548 14,511 9,264 8,070 7,092 1,027 1,121 929

Stockmarket capitalisation 95,800 65,520 35,530 62,230 60,720 37,993 31,514 43,332 48,444 47,038

Number of shareholders 6,215 8,642 14,987 13,506 9,808 11,044 12,260 12,198 11,554 11,262

Staff 11,750 11,800 11,871 10,490 11,354 11,733 11,643 12,174 15,915 19,174

For the year (HK$ million)

Net profit after tax

Net profit after tax 6,763 7,195 2,622 2,729 3,283 2,084 3,835 1,148 3,534 3,989

per share (HK$) 3.18 3.37 1.23 1.28 1.49 0.95 1.75 0.52 1.61 1.82

Contribution by major businesses

Special Steel 

Manufacturing 21 2 18 22 29 95 126 178 438 808

Property 596 1,581 264 734 414 625 886 355 559 1,106

Aviation 1,054 702 (11 ) 659 1,475 324 1,263 421 1,398 1,058

Power Generation 186 170 230 440 314 281 245 229 439 368

Communications 648 322 65 51 92 277 521 230 133 (31 )

Marketing & Distribution 330 360 330 230 226 119 227 264 284 232

Civil Infrastructure 800 1,099 1,382 1,292 1,320 1,362 1,238 635 329 413

Consumer Credit 89 84 167 – – – – – – –

Fair value change of

investment properties – – – – – – – (587 ) 181 755

EBITDA 4,321 5,706 4,739 4,763 5,238 3,921 5,691 3,126 5,666 6,412

Dividends per share (HK$)

Regular 0.62 0.70 0.70 0.75 0.85 0.80 1.00 1.00 1.10 1.10

Special 0.30 0.30 – 2.00 – – 1.00 – – –

Cover (times) 2.6 2.7 1.8 1.7 1.8 1.2 1.8 0.5 1.5 1.7

Note: 

Prior years’ figures have been restated to reflect the Group’s change in accounting policies (details refer to notes to the summary

financial statements number 2) except the figures have not been adjusted for years 2001 and before following the adoption of revised

accounting standard of HKAS 12 ‘Income Tax’ in year 2002.



46

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 1/1

Non-executive Director
Mr Willie Chang 4/4 4/4 1/1

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

Corporate Governance
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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.

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

annual financial statements, particularly judgmental areas, before submission to the Board; reviewed the

internal audit programme, findings and management’s response; and reviewed the Group’s adherence to

various Codes described below. As a result, they recommended the Board to adopt the interim and

annual report for 2005.

Internal Controls
The internal control system is designed to facilitate the effectiveness and efficiency of operations,

safeguard assets against unauthorized use and disposition, ensure the maintenance of proper 

accounting records and the truth and fairness of the financial statements, and ensure compliance with

relevant legislation and regulations. It provides reasonable, but not absolute, assurance against material

mis-statement or loss and the management rather than elimination of risks associated with its business

activities.

The Board is responsible for maintaining an adequate system of internal control and for reviewing its

effectiveness. Group Internal Audit Department conducts reviews of the effectiveness of the Group’s

internal control system. The Audit Committee reviews the findings and opinion of Group Internal Audit

Department on the effectiveness of the Group’s internal control system quarterly and reports to the

Board on such reviews.

Internal Audit
The Group Internal Audit Department supports management by carrying out systematic independent

reviews of all business units and subsidiaries in the Group over a period of time. The frequency of

review is determined after an assessment of the risks involved. The Audit Committee endorses the

internal audit programme annually. The Group Internal Auditor has unrestricted access to all parts of

the business, and direct access to any level of management including the Chairman, or the Chairman of

the Audit Committee, as he considers necessary. The Group Internal Audit Department submits regular

reports for the Audit Committee’s review in accordance with the approved internal audit programme.

Concerns which have been reported by the Group Internal Audit Department are monitored quarterly

by management until appropriate remedial actions have been taken.

Codes
To ensure the highest standard of integrity in our businesses, the Group adopted a Code of Conduct

defining the ethical standards expected of all employees, and the Group’s non-discriminatory

employment practices. Training courses on the Code are held regularly for all employees and the Audit

Committee receives a report on the operation, and the need for revision, of the Code every year.

Throughout the year of 2005, the Group has complied with the Code Provisions of the Code on

Corporate Governance Practices contained in Appendix 14 of the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited.

The Group has endorsed the guide to good employment practices issued by the Employers’ Federation 

of Hong Kong to promote good and responsible employment standards.
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Notifiable Transactions
During the period, CITIC Pacific has issued press announcements in respect of a number of ‘notifiable

transactions’ which can be viewed in the Group’s website (www.citicpacific.com).

Fair Disclosure and Investor Relations
CITIC Pacific uses its best endeavours to distribute material information about the Group to all

interested parties as widely as possible. When announcements are made through the Hong Kong Stock

Exchange the same information will be on its way to journalists and investment analysts where an e-mail

address or fax number is known and will be available to shareholders on the Company’s website shortly

thereafter.

CITIC Pacific recognises its responsibility to explain its activities to those with a legitimate interest and to

respond to their questions. Investors are regularly received and visited to explain the Group’s businesses.

In 2005, CITIC Pacific’s management met over 200 investors and investment analysts in our office, as well

as during conferences and roadshows in the U.S., Europe, China, Japan and Singapore. In addition,

questions received from the general public and individual shareholders were answered promptly. In all

cases great care has been taken to ensure that no price sensitive information is disclosed.

Information about CITIC Pacific can be found in the Group’s website including descriptions of each

business and the Annual Reports for the last seven years.

Financial Reporting
The Directors acknowledge their responsibility for preparing the Company’s accounts which give a true

and fair view and are in accordance with generally accepted accounting standards published by the Hong

Kong Institute of Certified Public Accountants. Appropriate accounting policies are selected and applied

consistently; judgments and estimates made are prudent and reasonable. Hong Kong accounting

standards have always broadly followed international accounting standards. The Group has changed

some of its accounting policies following adoption of new and revised Hong Kong Financial Reporting

Standards, including Hong Kong Accounting Standards and applicable Interpretations which came into

effect on 1 January 2005. The new and revised accounting standards which have been adopted by the

Group are set out in the Significant Accounting Policies of the Notes to the Accounts on page 60. The

directors endeavour to ensure a balanced, clear and understandable assessment of the Group’s

performance, position and prospects in financial reporting.

The responsibilities of the external auditors with respect to financial reporting are set out in the

Auditors’ Statement on the Summary Financial Report on page 70.


