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“Thinking outside the box” and “breaking new grounds” are

creeds that underpin our drive for innovation and service
excellence. Backed by our strong CITIC parentage and building
upon years of professional expertise and our deep market
insights, CITIC Ka Wah Bank Limited is constantly reaching
for new horizons in our drive for expansion in the Greater

China region.
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CITIC Ka Wah Bank Limited (the “Bank”) is a wholly-owned subsidiary
of CITIC International Financial Holdings Limited (“CIFH"), which is

approximately 56% owned by CITIC Group.

Under a strong and experienced management team, the Bank
continues to grow its businesses, and is recognised by the market as
an innovative and progressive bank. Our promises and commitment
for the future are embedded in our vision to be a leading financial

services provider that brings exceptional value to our customers.

The Bank operates 33 branches in Hong Kong and two branches in
the United States. It also has an established presence in China
through its branch in Shanghai, its representative offices in Beijing,
and its wholly-owned finance company, China International Finance
Company Limited (Shenzhen). The Bank is rated “Baa2"” by Moody's

Investors Service and "BBB+" by FITCH.
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Consolidated Income Statement
for the six months ended 30 June 2005 — unaudited

(LUBB R ET)

PERFRTERATD ((RT)EEFSMASMH -
ATREWNBAR(TAER )BE_FTAEAA
=TFHALEXREARKEEZNTRREXENEAER
RZBONTEGRR M ELBR#EFAOT

(Expressed in Hong Kong dollars)

The Board of Directors of CITIC Ka Wah Bank Limited (the “Bank”) is pleased
to announce the unaudited consolidated results of the Bank and its
subsidiaries (the “Group”) for the six months ended 30 June 2005 and the
Group's state of affairs as at that date together with the comparative figures

as follows :
Feaeka® Consolidated Income Statement
x&E
The Group
HEXA=+HLLKEA
Six months ended 30 June
—EERF “EFME
(ER) Z1k
2005 2004
(restated) Variance
ffd 57 BETT BT T
Note HK$’000 HK$'000 %
RSN N Interest income 3(a) 1,278,444 1,096,690 16.57
FMEXH Interest expense (707,930) (327,023) 116.48
FR S WA Net interest income 570,514 769,667 (25.88)
ZREESBA Fees and commission income 199,577 211,814 (5.78)
ERLBEEEH Fees and commission expense (5,920) (16,211) (63.48)
Hib& & WA Other operating income 3(b) 161,362 33,944 375.38
FEF B WA Non-interest income 355,019 229,547 54.66
mEWAN Operating income 925,533 999,214 (7.37)
&L Operating expenses 3(c) (477,590) (438,496) 8.92
Ret B EEEXBERE/ Operating profit before impairment
B A K& R losses and impairment
allowances/ provisions 447,943 560,718 (20.11)
BREBFRERBER Impairment losses and impairment
BB B e O] 1 allowances written back on loans
and advances 96,709 -
RERER Charge for bad and doubtful debts - (53,565)
153 Operating profit 544,652 507,153 7.39
HEEFBEEEEFHA  Net profit on disposal of tangible
fixed assets 243,545 15,248
HEZINNESRE Impairment allowances written back
B {55 [o] £ on held-to-maturity securities 2,254 -
FB E 255 %5 2 o) 35 Provision written back on
held-to-maturity securities - 80
MERBERBIE Impairment loss on properties (354) -
HEBEATEIE Loss on disposal of an associate (6,155) -
FricB /AR &8 Share of losses of an associate (10,099) (17,471)
ZEZTRFERHEE | Interim Report 2005 3
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BE _ZEZRAFA=Z+THIEANEA —XREEZ
Consolidated Income Statement (cont’d)
for the six months ended 30 June 2005 - unaudited

*EME
The Group
HEXRA=1+HLREA

Six months ended 30 June

—EZRFE “EFMF
(E®) 1
2005 2004
(restated) Variance
B 5 BETT BT T
Note HK$’000 HK$'000 %
Fan&ER Profit before taxation 773,843 505,010 53.23
IE Income tax 4
AEARLIR Current tax
—&% - Hong Kong (87,748) (82,489) 6.38
— &5 — Overseas (701) 1,753 139.99
IEIERLIE Deferred tax (1,488) (8,059) (81.54)
/N Associate (402) 3,875 110.37
keS| Profit after taxation 683,504 420,090 62.70
AHEIRAHKE Interim dividends declared during
the period 373,253 211,000
F10ESSENNEBARBYBRE LS - The notes on pages 10 to 55 form part of this interim financial report.

4 FRIEEERTAMRAT | CITIC Ka Wah Bank Limited
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RZBZERAFAA=+TH -KKEZ

Consolidated Balance Sheet
at 30 June 2005 — unaudited

(LUE 1 7% 8 (i) (Expressed in Hong Kong dollars)
T£E
The Group
—ETHE ZEFMAF
~B=+H +-—B=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
B 57 BETT BT IT
Note HK$’000 HK$'000
gE Assets
RekERES Cash and short-term funds 5&15 8,073,704 8,262,040
—EARBEMRITR Placements with banks and
HEih S REELTR other finandial institutions
maturing after one month 15 269,576 362,429
EHER Trade bills 15 215,767 246,081
RHENGERE Certificates of deposit held 68&15 1,266,290 1,366,315
BEBRMURBRATF Securities measured at fair
BENES value through profit or loss 5,829,855 -
HmESKRE Other investments in securities — 3,489,760
P BHREHAMRIE Advances to customers and
other accounts 9(a) 43,977,373 42,603,199
A EE2 Available-for-sale securities 10 6,100,240 -
FEEIHES Held-to-maturity securities 11 17,239,035 22,258,865
KREFS Investment securities 12 = 39,841
iR R/N=TR Interest in associates 197 191,450
BB IEEE Deferred tax assets 20(a) 4,521 54,054
BREEEE Tangible fixed assets 1,216,224 1,418,918
BE#T Total assets 84,192,782 80,292,952
REERAR Equity and liabilities
RITREMS S Deposits and balances of banks
BARIGER and other financial institutions 15 4,643,547 3,555,852
BFEHEN Deposits from customers 13 & 15 55,568,787 55,648,955
ERITERE Certificates of deposit issued 14 & 15 8,332,665 6,959,690
ERTEBES Debt securities issued 15 2,306,325 2,322,798
BITHIE Current taxation 138,645 6,392
ELERIBEEE Deferred tax liabilities 20(a) 52,778 8
HAthBRIE K 4 Other accounts and provisions 1,905,788 1,538,529
AfRBEAE Total liabilities 72,948,535 70,032,224
ZZETRFEFEHIRE | Interim Report 2005
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RZZBZERAFRNA=Z+H -KREEZ

Consolidated Balance Sheet (cont’d)
at 30 June 2005 — unaudited

*EME

The Group
—ESRF ZERFMMLE
ANB=+H +ZB=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
i A¥ETRT BT
Note HK$’000 HK$'000
A A Share capital 3,083,341 3,083,341
& Reserves 16 3,690,124 2,901,491
i E=3 %] Total equity 6,773,465 5,984,832
BHEEF Loan capital 4,470,782 4,275,896
e Total 11,244,247 10,260,728
BEaRAE#ER Total equity and liabilities 84,192,782 80,292,952
F10EESSENMTEARRBY BRE D - The notes on pages 10 to 55 form part of this interim financial report.

6 FEEERTEMRAT | CITIC Ka Wah Bank Limited
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BHE_ZTETRFANA=THIERNEAR - REEZ

Consolidated Statement of Changes in Equity
for the six months ended 30 June 2005 — unaudited

(LUE 1 7% 8 (i) (Expressed in Hong Kong dollars)
E 31|
The Group
BE_ZTHhE HE_FTTME
NA=+HILEARER AA=THLXER
(E®)
Six months ended Six months ended
30 June 2005 30 June 2004
(restated)
(i EBETT BRTT AT BT T
Note HK$'000 HK$’000 HK$'000 HK$'000
MMA1H#ESHEE : Total equity at 1 January:
R12B83180 » WEDER As previously reported at 31 December 5,980,524 4,937,475
REtBREEELN Prior period adjustments arising from
I ECES changes in accounting policies 4,308
ER(ABEPWEHRFAE)  As restated, before opening balance
adjustments 5,984,832
REFTHREEELN Opening balance adjustments arising
B BERAE from changes in accounting policies 476,154
R1B1E (BERHKE At 1 January, after prior period and
BUESHAE) opening balance adjustments 6,460,986
EREBANEERAN Net income for the period recognised
BRFRA directly in equity:
ERERE: Exchange difference: 16(e)
—RREBIREAT ~ on translation of financial statements
b e of overseas subsidiaries (964) 1,882
-RHE-FABEAT - on disposal of an associate 627 -
BEMNBEMDER Surplus on revaluation of other
RENESHNABR premises upon reclassification to
investment properties 16(b) 17,031 -
REemE Cash flow hedge:
RELHERAT effective portion of changes in fair value,
BEZINEYHL net of deferred tax 9,792 -
AHHESS Changes in fair value of available-for-sale
BRELRBEATER securities, net of deferred tax
D] (26,479) -
NEZNEERRN Net income for the period recognised
HNFEA directly in equity 7 1,882
HaBasn Net profit for the period:
METER As previously reported 419,824
RAEFHREEELN Prior period adjustments arising from
AR changes in accounting policies 266
A FE R Net profit for the period
(2004 : ER) (2004 as restated) 16(i) 683,504 420,090

—EZREEHERE | Interim Report 2005 7
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BHE_ZTRFAAA=THIERER - REEZ

Consolidated Statement of Changes in Equity (cont'd)
for the six months ended 30 June 2005 — unaudited

F5%E
The Group
BE_ZZIF BE_ZTWE
NA=+HILARER AA=THILAER
(ER)
Six months ended Six months ended
30 June 2005 30 June 2004
(restated)
(s BRTT BT T
Note HK$'000 HK$'000
HAmZBAR Total recognised income and
THEHE expense for the period 683,511 421,972
BERKE Dividends declared (373,253) (211,000
BEXAMEEM Movements in shareholders’ equity
BRESEH : arising from capital transactions:
DIRBESHRNRS Equity settled share-based transactions 16(h) 2,221 1,584
R6A30AMELAE Total equity at 30 June 6,773,465 5,150,031
BEZZZINE
AA=THLEARER
(ER)
Six months ended
30 June 2004
(restated)
BT
HK$'000
RERBRRZEESHA Restatements of total recognised income and expense
BRBARTHEHE for the period attributable to shareholders 266
REHMES : Arising from restatements of:
HNERERN Net profit for the period 266
F10EESSENMTEARRBY BRE D - The notes on pages 10 to 55 form part of this interim financial report.

8 FEEERTEMRAT | CITIC Ka Wah Bank Limited
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BE_TTZRFAA=ZTHLERER -REER

Condensed Consolidated Cash Flow Statement
for the six months ended 30 June 2005 — unaudited

(UB R E L)

(Expressed in Hong Kong dollars)

*TEME
The Group
BEXNRA=+HLXEAR

Six months ended 30 June

—EZRFE “EROF
2005 2004
BETT BT T
HK$’000 HK$'000
BE/I(BR)KREXBZRS Cash generated from/(used in) operations 35,814 (1,308,757)
EHHIE Tax paid (358) (14,508)
BEE/ (AR RKREER IR SR Net cash generated from/(used in)
operating activities 35,456 (1,323,265)
FEREXEB RS FE Net cash generated from
investing activities 447,673 32,721
ARBEXE RSP Net cash used in financing
activities (519,266) (266,036)
RekReEEEE Net decrease in cash and
AR TR cash equivalents (36,137) (1,556,580)
P1ATEHNRSR Cash and cash equivalents
Re&EEER at 1 January 8,016,990 7,660,522
MReA30BMNRE X Cash and cash equivalents
ReEEEB at 30 June 7,980,853 6,103,942

FIOEESENNEBARAYBRSE—ED -

ZZETRFEFEHIRE | Interim Report 2005

The notes on pages 10 to 55 form part of this interim financial report.
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Notes to the Interim Financial Report

Unaudited

(45 5 B B SF LUE H 7 BE i)

(1

10

B R
ARUBRERTEHLAEAEMERR
("&ER )R ENEEBRF MR
RHURBRENRYBEREIRREEE
S AS(EB G ER)E 3458 — "
MHEREREMA - ZPHPVBEREERN
“RFAFENRATANBERENIRERM -

RYBLEBREXEIN _STAFEVBRSE
BRMETHRREE  PHEBRENESD
RATA_SZNFFEVBREERNES
BR - BESTRREEMFBENZE2H

RB(E B G 2ER) FE34E R B A P HI B 75
HE - EEEFTERHITBRRNERMEER
KHNBELERE - WA LSHEFHHE -
et REBR - MEGRNER TR ZLEATTE
ER -

PHMBRERS T ARG BRE KT
WE - WEEERLERN _STNFEREY
EENUBRRLREEBERNENEHM
X5 BRI HRGRAEEEERNEEWE
TEERBREEYBRELEAMEBNBRERA
EEEN2EE -

AP BREDREER  KCHEFES
SN EBRBEEES AT RMI (R
YERINEE 7005 — T EI M B RE R E R ETT
EH - MESESHMEBEMBEFTSMNEL
ERmETINE73E -

AR UBRERABBEE_SIFTNE+_R
St HEVMBRFENTBER » BRAAT
ERBHEMNCEITNE R P E LT
P BERNRE » BT HENT B ERHME
HER] » TUZEERNHREERNMB®
x o BARNERAARAZY BREENEET B
HE - -BE_FFTONFT_A=+—HLEFE
IEERBEANAITRE MR ERRI - ZH
MR _SRAF=ATHRHNEERESE
fo BEHESFREARTANGEERENER -

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) Basis of Preparation

The interim financial report complies fully with the recommendations
in the Guideline on “Interim Financial Disclosure by Locally
Incorporated Authorised Institutions” under the Supervisory Policy
Manual issued by the Hong Kong Monetary Authority (the “HKMA")
and Hong Kong Accounting Standard ("HKAS") 34, Interim financial
reporting, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"). It was authorised for issuance on 16 August
2005.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2004 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2005 annual financial statements.
Details of these changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated financial
statements and selected explanatory notes. The notes include an
explanation of events and transactions that are significant to an
understanding of the changes in financial position and performance
of the Group since the 2004 annual financial statements. The
condensed consolidated interim financial statements and notes
thereon do not include all of the information required for full set of
financial statements prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs").

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700,
Engagements to review interim financial reports, issued by the
HKICPA. KPMG's independent review report to the Board of Directors
is included on page 73.

The financial information relating to the financial year ended
31 December 2004 that is included in the interim financial report as
being previously reported information does not constitute the Bank's
statutory financial statements for that financial year but is derived
from those financial statements, as amended for new and revised
accounting standards that require prior period adjustments. Statutory
financial statements for the year ended 31 December 2004 are
available from the Bank’s registered office. The auditors have
expressed an unqualified opinion on those financial statements in
their report dated 10 March 2005.

FIEEERITAMBRAT | CTIC Ka Wah Bank Limited
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Notes to the Interim Financial Report (contd)
Unaudited

(2) ERBRMHEE

(2) Changes in Accounting Policies

BRESHMASREAZENAGEEETZ
ERMBHREER YR _FFRF—-HF—H
EEE - BRYBRSMIAE ((FASFEAD
F399) 4 LBBFEREING T BUR
BER - BLBRARBER(BEZZTTOFEARA
=tHLERNER) MFEREEEER(CERN
FRA=+TRAAZ2ENF+_A=+—0H)
ZHER DE2W - ERSELUREAFH
ERMBHREER (FR(EB G ER) F 395
MZEEBERMHERER - RNERERS
REBR2_FZRAF-—R—BHDEE
URIRACE B S EANEINRK T E -

LTI RTHEREGFBRRER _FFTAF—H
—HNEBEVYEEATHYEREANZR

() EftRRBECTEEE

() H_FFAF—F—HAERBENRGER
HE(FEE)
TR TH _STAF— A —HBWERFT
EMRE - Y _FSENFE+_A=+—H
FEEMH_ZZAF—A—BBUERN
RSB -

ZEERFEFRBRE | Interim Report 2005

(a)

(i)

The HKICPA has issued a number of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs") that are effective for
accounting periods beginning on or after 1 January 2005.
Comparative numbers have been restated to conform with the new
accounting policies, except for those applicable to financial
instruments (HKAS 39). Included in the appendix to this interim report
is the reconciliation of the consolidated income statements for the
first half of 2004 and of the consolidated balance sheets at 30 June
2004 and 31 December 2004, as previously reported and as restated,
showing the effects of the adoption of the new HKFRS (except
HKAS 39). Also included in the appendix is the restatement of the
opening consolidated balance sheet at 1 January 2005, showing the
effects of the adoption of HKAS 39.

The following sets out further information on the changes in
accounting policies for the annual accounting period beginning on
1 January 2005 which have been reflected in this interim financial report.

Summary of the effect of changes in the accounting
policies
Effect on opening balance of total equity at 1 January 2005 (as
adjusted)

The following table sets out the adjustments that have been made to
the opening balances at 1 January 2005. These are the aggregate
effect of retrospective adjustments to the net assets as at 31 December
2004 and the opening balance adjustments made as at 1 January
2005.

11
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Notes to the Interim Financial Report (cont'd)

Unaudited

(2 FHHMEPHEE =)

(2) Changes in Accounting Policies (cont'd)

() BEBRESEIFEEE (&) (a) Summary of the effect of changes in the accounting
policies (cont’d)
() H_FFAF—F—HAERBENRGER (i)  Effect on opening balance of total equity at 1 January 2005 (as

HE(GHER) (F)

adjusted) (cont’d)

BFR
H it 6
REEH Capital g#aned
Retained and other Total
profits reserves equity
R FH & Effect of new policy BETRT BETRT BERTRT
(Bm/ (D)) (increase /(decrease)) HK$'000 HK$'000 HK$'000
BT RE % : Prior period adjustments:
(BBYBEREER)FE2,  HKFRS 2
DEHENZRS Share-based payment transactions 668 3,640 4,308
B ERTRAER Z Total increase in equity before opening
TS IE M balance adjustments 668 3,640 4,308
B f)48 pR A Opening balance adjustments:
(B G ErER) FE 393 HKAS 39
PTE TR R Derivatives and hedging (86,544) 360,887 274,343
EEDBEATER Asset classification and fair values 24,840 - 24,840
AR Impairment 174,394 - 174,394
B NTE 2 BIMIAE SRR Associate’s opening balance adjustments 2,577 - 2,577
115,267 360,887 476,154
#2005 181H M Total effect at
pEaH 1 January 2005 115,935 364,527 480,462

12
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Notes to the Interim Financial Report (cont'd)

Unaudited

(2 BHBEMHEE &) (2)

Changes in Accounting Policies (cont'd)

() FBREBIREEE (&) (a) Summary of the effect of changes in the accounting
policies (cont’d)
(i) HEFE_FEAEAA=1H(F)R_EZW (i) Effect on profit after taxation for the six months ended 30 June 2005
FENFH=+H (FEE)IEAEA B EZF (estimated) and 30 June 2004 (as adjusted)
e
FEERAEGITZBERT » TEIRBELE In respect of the six month period ended 30 June 2005, the following
NEeSRENFLBTEESE_SITAFE XA table provides estimates of the extent to which the profits for that
=4 H 1k B HE A9 s ) e 1 a0 =R A B period are higher or lower than they would have been had the previous
fHEt4E o policies still been applied in the interim period, where it is practicable
to make such estimates.
RIEF SIS REEBFREMEGRI - TR In respect of the six month period ended 30 June 2004, the table
ERE_SENENXA=+THIEAER » i discloses the adjustments that have been made to the profits as
BIHIPESR Z %A EMNAE - AR ASHE previously reported for that period, in accordance with the transitional
ISR S FE AR MRS E » BTl provisions of the respective HKFRSs. As retrospective adjustments
NEBE_SENEAB=1+HLAEREZEZTH have not been made for all changes in policies, the amounts shown
SHES IR ADENSERET M - for the six month period ended 30 June 2004 may not be comparable
to the amounts shown for the current interim period.
BEXNA=+HLXEAR
Six months ended 30 June
ZESHF ZEFME
2005 2004
BAFIKRRER [SYNSI) S-S
Equity holders Equity holders
of the parent of the parent
HHEE Effect of new policy BETT BT
(Bm/ (#ED)) (increase/ (decrease)) HK$'000 HK$'000
(BB EREGERNE2SE  HKFRS 2
DB ENZZS Share-based payment transactions (882) 266
(BB L ERI)E3958 HKAS 39
AT ERE Derivatives and hedging (54,203) -
BESBERATEE Asset classification and fair values 57,527 -
3,324 -
(BB AT ER) #4039 HKAS 40
REYE Investment properties (354) -
HAawgEsd Total effect for the period 2,088 266

R_FFREARA=THLEXRBRME » Bl
BEAZUEMNBBENERBRETH
HEMBNARAUT &R E ERERKR
FrEA M BB -

ZZETRFEFEHIRE | Interim Report 2005

In respect of the six months ended 30 June 2005, it is not practicable
to estimate the extent to which the profits for that period are higher
or lower than they would have been had the previous policy on
impairment of financial assets still been applied in the interim period.

13
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Notes to the Interim Financial Report (cont'd)
Unaudited
(2) ErtBEHEE &) (2) Changes in Accounting Policies (cont'd)
() BEBRESEIFEEE (&) (a) Summary of the effect of changes in the accounting

policies (cont’d)

(i) HEE_FFTAFANA=1H G RZFFM (iii) ~ Effect on net income recognised directly in equity for the six months
FANA=1+H(FAER) LA EZEEEDA ended 30 June 2005 (estimated) and 30 June 2004 (as adjusted)
TR FRAIRE
HEERAMERSTZBRT » TRIIRERLE In respect of the six month period ended 30 June 2005, the following
MESHRRNELAFERE ST HAEARA table provides estimates of the extent to which the income or expenses
=t+HLEXREAEHETREZ AR A recognised directly in equity are higher or lower than they would
X H B EIE ISR ET 2R - have been had the previous policies still been applied in the interim
period, where it is practicable to make such estimates.
IREEBMBREZINBEEERR > TRE In respect of the six month period ended 30 June 2004, the table
BEREZSTOENA=THIEANER > HE discloses the adjustments that have been made to the net income or
BIHAESR 2 FUMA S EFTIEMEREE - B0 expenses as previously reported for that period, in accordance with
ARFMENEFTBRNEELMERABWAE the transitional provisions of the respective HKFRSs. As retrospective
FE - MR BE_SFMERAE=1THL adjustments have not been made for all changes in policies, the
NERETMESBELS RN ARHANSERR amounts shown for the six month period ended 30 June 2004 may
AL o not be comparable to the amounts shown for the current interim
period.
BEAXA=+HLEXRMEAR
Six months ended 30 June
—ZETHF ZEERMAF
2005 2004
BATIERERRS BARRERES
Equity holders Equity holders
of the parent of the parent
HHEHE Effect of new policy BETT BT
(Bm/ (H#D)) (increase / (decrease)) HK$’000 HK$'000
(BB ETER)E39% HKAS 39
Al ER S Available-for-sale securities (26,479) _
ERE M ZITETR Hedging derivatives 9,792 -
(16,687) -
(BB L ERI)ZE405% HKAS 40
"EWME Investment properties
—HihESEHEE 2T E - effect on other property revaluation reserve 17,031 -
HAamasan Total effect for the period 344 -

14
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Notes to the Interim Financial Report (cont'd)
Unaudited

(2 FHHEPHEE =)

(2) Changes in Accounting Policies (contd)

() BEBRRESEIFEEE (&) (a) Summary of the effect of changes in the accounting

policies (cont’d)

(iv) HEE_FFTAFANA=1HEF)RZFEFM (iv)  Effect on amounts recognised as capital transactions with owners
FANA="1H(KFHE)HRER < EXMNRXZ for the six months ended 30 June 2005 (estimated) and 30 June 2004
ZEREENZE (as adjusted)

HEERAMERSTZBRT » TRIIREZRLE In respect of the six month period ended 30 June 2005, the following
MEFBRENEEATTERZE ST AL A table provides estimates of the extent to which the amounts recorded
=tHULEREREKRBZERMERZ 2 HER as capital transactions with owners are higher or lower than they
B SRMIORA AR5 - would have been had the previous policies still been applied in the
interim period, where it is practicable to make such estimates.
IREEBMBREZINBEEERR > TRE In respect of the six month period ended 30 June 2004, the table
ERE_SINEAA=THILEXNER » L discloses the adjustments that have been made to the amounts
BIEANERCEBREBcEAMR G 2 BER recorded as capital transactions with owners as previously reported
BEEFTEFTE - R AR EMEETBERMN for that period, in accordance with the transitional provisions of the
BFHRAEBRAERT L FIUREBEE_ZS respective HKFRSs. As retrospective adjustments have not been made
ENFEARA=THLEAEAZTINESEHETR for all changes in policies, the amounts shown for the six month
RAFPHNESEARAER L - period ended 30 June 2004 may not be comparable to the amounts
shown for the current interim period.
BEAXA=+HLEXREAR
Six months ended 30 June

—E2RE ZEEMF

2005 2004

BATIBRRES BARRERES

Equity holders Equity holders

of the parent of the parent

B¥TT BT

TR R (BN) Effect of new policy (increase) HK$’000 HK$'000

(BB HIEER)FE29  HKFRS 2

DR ENZRS Employee share option scheme

—BREREcRE — effect recognised in share option reserve 2,221 1,584

HAawgsd Total effect for the period 2,221 1,584

ZZETRFEFEHIRE | Interim Report 2005
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THBEHEE &)

LlkfaffteXsn (FEMBGHEER)
28R LIBR 5 f 1 1)
ESBRIENE

HEF REEMSBRERE(BREESR)EK
BRTERATDTEHESREZERBRAT
(TR SRR ) BRERWER - 21(E
BEETEBRE 2K EEEARELR
S ERENSRRIRNBRETEENER
ool

H_FFAF-—A—HE ZR(BEBUBER
HHEANF2W - AREAKBRENATEE
Rz RATER R H - TAERRER AR
[ it frs (AR FE RSB I

HEEANABRPNEHAREUZAILE
[ AEERERBEAEXAANEIRELAT
BE -

EREBEETEBRE  HENBREGKEE
AT R EEARA LA S ERE - BRE
RBMABATRE - HENBREGBEREA
R & A

HEHERREREAN  BRAEERR
(BERBYBREL) B 2R BE3RMBIEM
BXALRHE T EREXBRINERNGE
KRS EBREFERB(EBY B RELEA)
BURMWERTFTLIER -

- FRAEFE_F+-RAtHADRTE
ENBKE &

- EEREF+—BtHZEKRTE
BNEREENR_STAF—HA—HHEXK
B -

BEZFSEAFANA=THILAEAR  BARE
FTBGREEMAENR KRR ZIENE TRAE N
2,221,000t (B ZE_FSFTWUEAA=FTHI
7B A ¢ 1,584,0005T) © MABEMNSEEAE
BERER -

ERREEBRESINFE  S2EKNMT_FTTO
FERLADH Y BEREME6-

Notes to the Interim Financial Report (cont'd)

(2) Changes in Accounting Policies (cont'd)

(b) Share-based payment transactions (HKFRS 2, Share-

(i)

based payment)

Employee share option scheme

In prior years, no amounts were recognised when employees (which
term includes directors) were granted share options over shares in
the holding company of the Bank, CITIC International Financial
Holdings Limited (“CIFH"). If the employees chose to exercise the
options, the nominal amount of share capital and share premium
were credited only to the extent of the option’s exercise price
receivable.

With effect from 1 January 2005, in order to comply with HKFRS 2,
the Group recognises the fair value of such share options as an
expense in the income statement. A corresponding increase is
recognised in a share option reserve within equity.

As the employees are required to meet vesting conditions before
they become entitled to the options, the Group recognises the fair
value of the options granted over the vesting period.

If an employee chooses to exercise options, the related share option
reserve is transferred to share capital and share premium, together
with the exercise price. If the options lapse unexercised the related
share option reserve is transferred directly to retained earnings.

The new accounting policy has been applied retrospectively with
comparatives restated in accordance with HKFRS 2, except that the
Group has taken advantage of the transitional provisions set out in
paragraph 53 of HKFRS 2 under which the new recognition and
measurement policies have not been applied to the following grants
of options:

- all options granted to employees on or before 7 November 2002;
and

- all options granted to employees after 7 November 2002 but
which had vested before 1 January 2005.

The amount charged to the income statement as a result of the change
of policy increased staff costs for the six months ended 30 June 2005
by $2,221,000 (six months ended 30 June 2004: $1,584,000), with
the corresponding amounts credited to the share option reserve.

Details of the employee share option scheme can be found in the
Bank’s annual report for the year ended 31 December 2004 and note
16 to this interim financial report.
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Unaudited

(2 FHHEPHEE =)

(b) UBRBRFAZER (FEMEEREEMN)
B2 LI R AT (&)

(i) #=F 18 S AIFquity Linked Deferred Award

TEF > BRTEE (BFEES)MEquity Linked
Deferred Award (TELDA, ) @ N BB EE = F 1
EERBNMINERAESE -

HOFZAF-—RA—HE  BZR(EBYBR
HERNE2N - BNSBENAFEEFTEEER
NERNARERDRABERE R/ H » LR
EEAFEENEN - HEEFEEEAR
TWHEFTE  MATFEENS{HFTW D
KRR -

LEHETBRRENRERAN  LBHEFERR
(BEBYBRELEA)E2ENERFLUER -
HE_STEAFAB=1THILXEA RS
FTBUCRE EmMAN KR RZIHNES AR
#1,152,000c (BZ-FFNFAB=+HL
JNE AR :1,850,0007T) © MIBEMNESREEAE
AR °

BRIELDANGETE @ B2RAAT _STWNFEFR
EARAY B REMEE16

() BEYMX (FREHER) B0 E
Mm%l
TEEF  AREREVEQATEENERY
HERREVXEARBTIRYR - BTEMS
REWMEFR—HETEMEMGREBERRL
TR EBESER - ST BTG RARER
MRS LUEEE » NEFERKREYESLUD
B EHERNBERT » ATEENESS
FEH s R PR o

BE LEAXAKEFREEBRETHRAZ

E’J%%( BEEELIN) ELI(E BB ERD
BIUTRTME - BMERRBINKFETE

T2 DU AR R E OB E S iR -
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(2) Changes in Accounting Policies (contd)

(b) Share-based payment transactions (HKFRS 2, Share-

(ii)

(c)

based payment) (cont'd)
Employee Equity Linked Deferred Award

In prior years, when employees (which term includes directors) were
granted Equity Linked Deferred Award (“ELDA"), provision for the
ELDA was made and recognised immediately as expenses in the year
in which the awards were granted.

With effect from 1 January 2005, in order to comply with HKFRS 2,
the fair value of the amount payable is recognised as an expense in
the income statement over the relevant vesting period with a
corresponding increase in liabilities. The liability is remeasured at
each balance sheet date and at settlement date. Any changes in the
fair value of the liability are recognised in the income statement.

The new accounting policy has been applied retrospectively with
comparatives restated in accordance with HKFRS 2. As a result of
the change of policy, staff costs for the six months ended 30 June
2005 has reduced by $1,152,000 (six months ended 30 June 2004:
$1,850,000), with the corresponding amounts debited to the
liabilities.

Details of the ELDA can be found in the Bank’s annual report for the
year ended 31 December 2004 and note 16 to this interim financial
report.

Investment properties (HKAS 40, Investment property)

In prior years, movements in the fair value of the Group’s investment
properties were recognised directly in the investment properties
revaluation reserve except when, on a portfolio basis, the reserve
was insufficient to cover a deficit on the portfolio, or when a deficit
previously recognised in the income statement had reversed, or when
an individual investment property was disposed of. In these limited
circumstances, movements in the fair value were recognised in the
income statement.

In addition, in prior years premises (including leasehold land) which
the Group held for an undetermined future purpose were accounted
for under the cost model in SSAP 17, Property, plant and equipment,
whereby the premises were carried at cost less accumulated
depreciation and impairment.

17
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(2) Changes in Accounting Policies (cont'd)

(o)

(d)

(i)

Investment properties (HKAS 40, Investment property)
(cont’d)
Upon adoption of HKAS 40 as from 1 January 2005:

- all changes in the fair value of investment properties are
recognised directly in the income statement in accordance with
the fair value model in HKAS 40; and

- land held for an undetermined future purpose is recognised as
“investment property” if the property is freehold or, if the
property is leasehold, the Group has chosen to recognise such
land as investment property rather than as land held under an
operating lease. As such, movements in the fair value of
premises held for an undetermined future purpose are also now
recognised directly in the income statement as they arise in
accordance with the fair value model.

Despite these changes in accounting policy have to be adopted
retrospectively, no adjustment to the opening balances as at 1 January
2004 and 1 January 2005 are required because the net surplus on
revaluation of investment properties for the year ended 31 December
2003 and 31 December 2004 was taken to the income statement
as a deficit/surplus on revaluation in respect of the portfolio of
investment properties had previously been charged to the income
statement.

As at 30 June 2005, in accordance with HKAS 40, premises held for
an undetermined future purpose is reclassified as investment property
at its fair value resulting to a decrease in the Group’s profit before
taxation for the six months ended 30 June 2005 by $354,000 and
an increase in other property revaluation reserve (before deferred
tax) by $17,031,000.

Financial instruments (HKAS 39, Financial instruments:
Recognition and measurement)

Derivatives and hedging

In prior years, derivatives that were held for trading purposes were
accounted for at fair value and carried as assets when the fair value
was positive and as liabilities when the fair value was negative. Gains
or losses from changes in fair value were recognised in the income
statement. Derivatives held for non-trading purposes and qualified
as hedges were accounted for on an equivalent basis to the underlying
assets, liabilities and positions.

With effect from 1 January 2005 and in accordance with HKAS 39,
all derivatives are initially recognised at fair value and carried as assets
when the fair value is positive and as liabilities when the fair value is
negative. Subsequent changes in fair value are recognised depending
on the intended use of the derivatives as follows:

FIEEERITAMBRAT | CTIC Ka Wah Bank Limited
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(2) Changes in Accounting Policies (contd)

(d €MTAKEFBEHEN) B3GR &H

(i)

(ii)

IR :mwRENE]) (&)
T T AR (1)

WIREEREMZITETLR » ERFEETHMY
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HEHMERZNEXMETREMELZHMNE
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TZMEWASH - HthRI XA TAMRE
EZHEWARZN » BRRBERAERR
FTEAMGERA -

HEEF MESREEDIIRERZ KRN
BERAIR  MUATEEAECRKFES
RigzEBHZARN  FHEEERRZESZ
ATVTEEEHEMELEZED  RREXRA
FER -
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TIIDEER

S B WR TR
FEEEE R B GRS B IR R U 85 A
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(d) Financial instruments (HKAS 39, Financial instruments:

(i)

(ir)

Recognition and measurement) (cont'd)

Derivatives and hedging (cont’d)

Derivatives designated as hedges will apply hedge accounting provided
certain qualifying criteria are met. There are two types of hedges:

- Fair value hedge, a hedge against the fair value of recognised
assets or liabilities. This will be accounted for with the changes
in fair value of the derivatives, together with the changes in
fair value of the hedged assets or liabilities that are attributable
to the hedged risk, recorded in the income statement.

- Cash flow hedge, a hedge against the cash flows attributable
to recognised assets or liabilities. This is accounted for with
changes in the fair value of the derivatives initially through
equity, and subsequently released into the income statement
in line with the recognition of income or expense of the assets
or liabilities being hedged.

Derivatives held for trading purposes and those that do not qualify
for hedge accounting, will be accounted for with changes in fair value
reported in the income statement.

Interest receipts and payments of interest rate derivatives of qualifying
hedges are accounted as interest income or interest expenses
following the underlying recognised assets or liabilities. Interest
receipts and payments of other interest rate derivatives are recognised
as part of “Other operating income” in the income statement.

Asset classification and fair value

Financial assets

In prior years, all financial assets were carried at cost or amortised
cost, net of provisions, except for securities held for trading purposes
were held at fair value. Gains and losses from change in fair value
were recognised in the income statement in respect of securities held
for trading.

In accordance with HKAS 39, financial assets are recognised based
on the following classifications:

Loans and receivables

Loans and receivables not intended for trading are carried at amortised
cost less impairment allowances.
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(d) Financial instruments (HKAS 39, Financial instruments:

(ir)

Recognition and measurement) (cont'd)

Asset classification and fair value (cont’d)

Financial assets (cont’d)

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments
and fixed maturities that the Group has the positive intention and
ability to hold to maturity are carried at amortised cost less impairment
allowances.

At fair value through profit or loss

Non-derivative financial assets that have been acquired or incurred
principally for the purpose of selling or repurchasing in the near term
are classified as held for trading.

If a financial asset meets the criteria set out below, and is so designated
by management at inception, it is classified as financial assets
designated at fair value through profit or loss. The Group designates
financial instruments at fair value because the designation:

- eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets
or liabilities or recognising the gains and losses on them on
different bases; or

- relates to financial instruments containing one or more
embedded derivatives which significantly modify the cash flows
resulting from the financial instruments, and which would
otherwise require separate accounting.

Available-for-sale

Available-for-sale investments are those non-derivative financial assets
that are designated as available for sale or are not classified as loans
and receivables, held-to-maturity investments or financial assets at
fair value through profit or loss. Gains and losses from changes in
fair value are recognised in equity until the financial asset is
derecognised or impaired, at which time the cumulative gain or loss
previously recognised in equity will be transferred to the income
statement.

Financial assets except for those classified at fair value are initially
recognised at fair value plus transaction costs and carried at amortised
costs using the effective interest method. Financial assets classified
at fair value are recognised initially at fair value and transaction costs
taken directly to the income statement. The changes in fair value are
recognised in the income statement as they arise.
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(2) Changes in Accounting Policies (contd)

(d) Financial instruments (HKAS 39, Financial instruments:

(ir)

Recognition and measurement) (cont'd)

Asset classification and fair value (cont’d)

Financial liabilities

In prior years, all financial liabilities except trading securities short
positions were carried at cost or amortised cost. Trading securities
short positions were carried at fair value and any gains and losses

from changes in fair value were recognised in the income statement.

In accordance with HKAS 39, the Group’s financial liabilities are
recognised based on the following classifications:

Financial liabilities designated as at fair value through profit or loss
Financial liabilities that are held for trading, including trading securities
short positions, are carried at fair value. Gains and losses from change
in fair value are recognised in the income statement as they arise.

Financial liabilities designated as at fair value through profit or loss,
including own debt securities in issue, are designated as such at
inception and the classification criteria are set out above under
“Financial assets — At fair value through profit or loss”. Gains and
losses from the changes in fair value are recognised in the income
statement as they arise.

Deposits, debt securities in issue and other liabilities

Deposits and debt securities in issue, other than those designated as
trading liabilities or at fair value, and other financial liabilities, are
carried at amortised cost.

Interest income and interest expense

Interest income and interest expense of trading assets and liabilities
and financial assets and liabilities designated as at fair value are
recognised as part of “Other operating income”, instead of “Interest
income” and “Interest expense” as for those arising from other

financial assets and liabilities.
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Notes to the Interim Financial Report (contd)

(2) Changes in Accounting Policies (contd)

(d) Financial instruments (HKAS 39, Financial instruments:

(i)

Recognition and measurement) (cont'd)

Impairment

Loans and receivables

In prior years, provisions for bad and doubtful debts were classified
into specific and general provisions. Specific provisions on loans were
assessed individually or, for individually insignificant loans, on a
portfolio basis. General provisions were assessed on loans which
were not identified as impaired individually. When a loan was
considered doubtful, interest was suspended and ceased to accrue.

In accordance with HKAS 39, impairment allowances are made on a
loan when objective evidence of impairment loss has been incurred.
Impairment loss is assessed either individually for individually
significant loans, or collectively for loan portfolios with similar credit
risk characteristics.

Impairment loss of an individually assessed loan is measured as the
difference between the loan’s carrying value and the present value
of estimated future cash flows discounted at the loan’s original
effective interest rate.

For the purpose of collective assessment of impairment, individually
insignificant loans and loans which have been assessed individually
and determined to have no objective evidence of impairment are
grouped on the basis of similar credit risk characteristics and
collectively assessed based on historical loss experience of each type
of loans and management judgement of the current economic and
credit environment.

Interest will continue to be recognised on impaired financial assets
using the interest rate for discounting future cash flows for the
purpose of measuring the related impairment loss. Subsequent

unwinding of discount allowance is recognised as interest income.

Other financial assets

In prior years, financial assets, other than loans and receivables, were
reviewed on each balance sheet date to determine whether there
was any indication of impairment. Provisions were made when
carrying amounts were not expected to be fully recovered and

recognised as an expense in the income statement.
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Unaudited
(2) ErtBEHEE &) (2) Changes in Accounting Policies (cont'd)
d &I KESSHER)FE3F & m (d) Financial instruments (HKAS 39, Financial instruments:
IR :ERMHE]D &) Recognition and measurement) (cont'd)
(i) B AE (#E) (i) Impairment (cont’d)
Ethem&EE (&) Other financial assets (cont’d)
RB(EBEHERFE39 > FEZRHHz In accordance with HKAS 39, held-to-maturity investments and
RERAIHTESHEEBESAERTHE available-for-sale financial assets are assessed for objective evidence
SHREEREEE HEEINREZRE of impairment at each balance sheet date. Impairment loss for held-
BEETHGRAER BEIHEESREE to-maturity investments is recognised in the income statement. When
BERER  LAEREERRTEREHE an available-for-sale financial asset is determined to be impaired, the
ERHMEA o cumulative loss previously recognised in equity will be transferred to
the income statement.
(iv) Bi## b i 2 (iv)  Opening balance adjustments
HEF RN _FFIAF—A —HRERAL The new accounting policies have been applied prospectively with
NEMER - RIF(E BRI £395, » M effect from 1 January 2005, and as in accordance with HKAS 39, no
BB FTIEHAE - MY RE R K EE restatement of comparative amounts has been made. Adjustments
NIFTAF—A—HBOERAZEERN to the opening balances of the retained profits and reserves as at
M 5T 2(a)(i) © 1 January 2005 are shown in note 2(a)(i).
) wEEAEHF (3) Operating Profit
AEKRERFEHETIRIE : The operating profit for the period is stated after taking account of
the following:
(a) FBKA (a) Interestincome
*%E
The Group
BEXA=+HLXEA
Six months ended 30 June
—ETRF “FEEF
2005 2004
BETIT BT T
HK$'000 HK$'000
FHESEREWA Interest income on listed securities 184,656 164,466
FFEMJESFBWA Interest income on unlisted securities 288,553 281,463
HAbF B WA Other interest income 805,235 650,761
1,278,444 1,096,690
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Unaudited

3) BERF =)

(3) Operating Profit (cont'd)

(b) EftiEEWA (b) Other operating income
%
The Group
HEXNB=t+HLAXEAR
Six months ended 30 June
—ETHE —FEMAF
2005 2004
BETT BT
HK$’000 HK$'000
Hfhlg & Other revenue
KEFLHEEMRBWA Dividend income from unlisted investments 9,553 6,338
S W B 32 H 27,0007 Rental income less outgoings of $27,000
(2004 : 159,0007%) (2004: $159,000) 436 2,570
9,989 8,908
Hfth Bl A Other net income
R 5 M KB iBE SRR Net interest income from financial
NAFEENERTEZ instruments for trading and fair value
TSN PN through profit or loss 26,225 -
HthBHEEFRA/ (EBEB) Net gain/(loss) on investments in securities 26,329 (10,562)
SME B &P i Fl Net gain arising from dealing in
foreign currencies 31,357 27,509
HithEHEEBEFm A Net gain arising from other dealing activities 60,563 462
Hfth Others 6,899 7,627
151,373 25,036
HE Total 161,362 33,944
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Notes to the Interim Financial Report (cont'd)

Unaudited

3) BERF =)

(3) Operating Profit (cont'd)

(0 EEXH (c) Operating expenses
*%£H
The Group
BEAXA=+HLEXRMEAR
Six months ended 30 June
—ETHFE ZEEMF
2005 2004
(B®R)
(restated)
B¥ETT BT
HK$’000 HK$'000
EE KK Staff costs
HeRHMEERAR Salaries and other staff costs 253,865 252,048
RRE B A Retirement costs 17,756 17,083
BFREHEZE Premises and equipment expenses
BFHEE Rental of premises 26,133 17,164
e Depreciation 60,320 51,301
Hith Others 33,959 31,619
2% SR B & Auditors’ remuneration 1,357 1,641
BEEE Advertising 26,793 14,957
Rk 3 Amortisation of goodwill = 528
BAE - BRI AXER S Communication, printing and stationery 23,550 22,822
EEREEER Legal and professional fees 7,102 5,303
Hih Others 26,755 24,030
477,590 438,496
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A EZ
Notes to the Interim Financial Report (contd)
Unaudited
(4) MIF (4) Income Tax
FeaWmRAIIHROBRIER Taxation in the consolidated income statement represents:
%M
The Group

BEAXA=tHILXER

Six months ended 30 June

—ZETHF ZERFMMLE
2005 2004
BETT BT T
HK$'000 HK$'000
FHMBEB-FBFBMEM Current tax — Provision for Hong Kong Profits Tax
FA R I8 Tax for the period 87,748 82,489
THRE-BIHIVRE Current tax — Overseas
AR Tax for the period 701 515
B 1 O TR IE XE A B (o) Over-provision in respect of prior years - (2,268)
701 (1,753)
iEERE Deferred tax
RHEACERMEEZ K Origination and reversal of
o] &= temporary differences 1,488 8,059
FRtBELATRE Share of an associate’s taxation 402 (3,875)
RESE Total income tax expense 90,339 84,920
EBRERFRE U RN TET ERBOREF IR The provision for Hong Kong Profits Tax is calculated at 17.5% of
E175%5E o BHIDITRINBATMNFLE - the estimated assessable profits for the period. Taxation for branches
Al BEEBRKEMEHMRMNBETHERR and subsidiaries outside Hong Kong is charged at the appropriate
BIEXEE - current rates of taxation ruling in the relevant countries.
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Notes to the Interim Financial Report (cont'd)
Unaudited
) erRuES (5) Cash and Short-term Funds
&M
The Group
—EZRFE “EROF
~NB=+H +-—B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
RITREMSBKE Cash and balances with banks and other
ERlkEE financial institutions 1,375,094 1,451,400
BIHR K42 HAZB AN 12 5K (a) Money at call and short notice (a) 6,400,583 6,411,817
HES (BEMNEES Treasury bills (including Exchange Fund Bills) (b)
Z¥) (b) 298,027 398,823
8,073,704 8,262,040
(@) BENHARGEEAERER —EA NI BN (@) Money at call and short notice represents deposits of up to a
TR e maximum of one month maturity.
b) BEHBEMNEESZR)DFOT : (b)  The analysis of treasury bills (including Exchange Fund Bills) is
as follows:
E- 391
The Group
—EZhFE “FEOF
~NB=+H +-—B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
BHEEINHES Held-to-maturity securities 298,027 398,823
IF £ Ko i FR R IBUAT & Unlisted and issued by central governments
FRRERAIT AT and central banks 298,027 398,823
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Notes to the Interim Financial Report (contd)
Unaudited
(6) FEHERE (6) Certificates of Deposit Held
%M
The Group
—ETRF “FFNF
~B=+H +-A=+—8
As at As at
30 June 2005 31 December 2004
BRTT BT
HK$’000 HK$'000
BEEINYES Held-to-maturity securities
FLH Unlisted 1,266,290 1,276,366
Hfhi & Other investments
L Unlisted - 89,949
1,266,290 1,366,315
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Notes to the Interim Financial Report (cont'd)

Unaudited

(7) BBARRLIRRAFRENESF

Profit or Loss

(7) Securities Measured at Fair Value through

x5
The Group
—EBLF
AXB=+H
As at
30 June 2005
BE¥ETT
HK$'000
BEZXHHEE Held for trading
BHEES Debt securities
nEEL™ Listed in Hong Kong 448
REBLSMIE Listed outside Hong Kong 489,579
JEET Unlisted 980,477
1,470,504
L Equity securities
REBLM Listed in Hong Kong 25,593
FE™ Unlisted 123,715
149,308
BREES Investment funds
REBLSMbE ETh Listed outside Hong Kong 728,517
JEEH Unlisted 2,528,815
3,257,332
4,877,144
EEREEREESBARAGE Designated as at fair value through profit or
ERAFREHES loss at initial recognition
RERF Debt securities
NEELE® Listed in Hong Kong 493,063
REBUSME £ Listed outside Hong Kong 459,648
952,711
HE Total 5,829,855
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Notes to the Interim Financial Report (contd)

Unaudited

(7) BARBLUERAFREMNESF &)

Profit or Loss (cont'd)

(7) Securities Measured at Fair Value through

TEE
The Group
—ZETHEF
XB=+H
As at
30 June 2005
BETT
HK$’000
DEEHFHRTHRENT : The issuers of securities stated above are as follows:
BEXS Held for trading
FROR B B R R R AT Central governments and central banks 1,198
RITREM S REE Banks and other financial institutions 100,287
ENAE Corporate entities 4,771,948
NE I Public sector entities 3,711
4,877,144
EEREEREESBARAGE Designated as at fair value through profit or
ERAFREHES loss at initial recognition
ENAE Corporate entities 952,711
5] Total 5,829,855
ITHEETHE: Market value of listed securities:
BEXS Held for trading
BHES Debt securities 490,027
i Equity securities 25,593
KERS Investment funds 728,517
1,244,137
EEARENEESBBESY Designated as at fair value through profit or
ERAFREHES loss at initial recognition
BHES Debt securities 952,711
-3 Total 2,196,848
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REEE
Notes to the Interim Financial Report (cont'd)
Unaudited
8) HttEZHVE (8) Other Investments in Securities
rEE
The Group
“EROF
+-A=+—H
As at
31 December 2004
BT T
HK$'000
BEHEES Debt securities
REBLES Listed in Hong Kong 1,817
REBLISME Listed outside Hong Kong 570,004
L Unlisted 940,643
1,512,464
= Equity securities
REBLES Listed in Hong Kong 27,835
L Unlisted 146,455
174,290
BREE®-F LT Investment funds - unlisted 1,803,006
3,489,760
DEEHFHBRTHBNMT : The issuers of securities stated above are as follows:
Ao F K AR R AR AT Central governments and central banks 1,234
SRIT R EH A RS Banks and other financial institutions 256,872
HEANRAT] Corporate entities 3,225,154
NEHIE Public sector entities 6,500
3,489,760
IHEFHTHE: Market value of listed securities:
BHES Debt securities 571,821
i g Equity securities 27,835
599,656
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Notes to the Interim Financial Report (contd)

Unaudited

(9) EFRERREMEREIR

() EFEXRRAMIRR

(9) Advances to Customers and Other Accounts

(a) Advances to customers and other accounts

x5H
The Group
—EZTRF “EFME
~A=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
BE IR Advances to customers 42,826,456 42,048,236
18l 31 75 1 5 ffs Individual impairment allowances (270,263) -
FAE B ERE Collective impairment allowances (295,634) -
REBREREE Specific provisions for bad and doubtful debts - (381,172)
REBR—ARERE General provisions for bad and doubtful debts - (519,351)
42,260,559 41,147,713
RITREMESRMMEE T Advances to banks and other financial institutions 150,932 20,000
FEETFI B R H M ERIE Accrued interest and other accounts less
R IR impairment allowances 1,565,882 1,435,486
43,977,373 42,603,199
(b) WEHER (b) Impaired loans

BEER RS EDRAERALC FE B RE

Impaired loans are loans which have been classified and subject to

FFAE o individual impairment assessment.
x5
The Group
ERRHE EHNEESRR
Market Individual
WEERER value of impairment
Total amount collateral allowances
of impaired loans held made
BE®TRT BETRT BETRE
HK$'000 % * HK$'000 HK$'000
20055 6 A 30H As at 30 June 2005 1,315,412 3.07 1,254,225 270,263

* R FBRAENE

RIFFRFEAA=ZTH » ARERERRT
R E i < B H S EA SR BE (B BRI E B4R

32

* Based on total advances to customers

There were no advances to banks and other financial institutions in
the Group on which individual impairment allowances were made

for them on 30 June 2005.
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Notes to the Interim Financial Report (cont'd)

Unaudited

9) ERLEZREMIRE &)

(0 TENERRENEBAETRENER
LIEEF BB AT -

(9)

(c)

Advances to Customers and Other Accounts
(cont’d)

Non-performing advances on which interest is being placed in
suspense or on which interest accrual has ceased are as follows:

AEH
The Group
REEN
MEBRENRER R mHE R 21 DS
Total amount of Market value Specific Amount of
loans on which interest of collateral provisions interest in
is placed in suspense held made suspense
BT T BT T BT T BT T
HK$'000 % * HK$'000 HK$'000 HK$'000
720044128 31H As at 31 December 2004 1,380,662 3.28 1,175,290 304,703 186,720
* EBRFPBRBENE * Based on total advances to customers

BE_FTNFE+_A=+—H AEHELE
MERAERRAXEZ LT SRIRIT L EA
SREBER; WRERULIMERRIEZR
BRI R -

CERZERDANENAEEE  DREES
Bl -

ZZETRFEFEHIRE | Interim Report 2005

There were no advances to banks and other financial institutions in
the Group on which interest is being placed in suspense or on which
interest accrual has ceased as at 31 December 2004, nor were there
any specific provisions made for them on the day.

The specific provisions were made after taking into account the value
of collateral in respect of such advances.
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Notes to the Interim Financial Report (contd)

Unaudited

(10) =T 4 1 £5 58 %5

(10) Available-for-sale Securities

£ ]
The Group
—E2ELF
~NB=+H
As at
30 June 2005
BETT
HK$'000
BEHEES Debt securities
REBMIME EH Listed outside Hong Kong 4,914,565
JEEH Unlisted 1,100,774
6,015,339
BRE-FLEWH Equity securities — unlisted 61,357
BHEEEL-ELET Investment funds - unlisted 77,729
i {E 1% s Impairment allowances (54,185)
6,100,240
DEIBSFHBITERENT : The issuers of securities stated above are as follows:
SRITREH A B Banks and other financial institutions 905,231
EANAT Corporate entities 5,241,542
Hith Others 7,652
6,154,425
LIhESHHE: Market value of listed securities:
EBFS Debt securities 4,914,565
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RIEE X

Notes to the Interim Financial Report (cont'd)

Unaudited

M HEREIMES

(11) Held-to-maturity Securities

£ ]
The Group
—EZhFE “FEOF
~NA=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
NEELH Listed in Hong Kong 578,374 717,949
REBLSMIE B/ Listed outside Hong Kong 3,143,817 7,563,978
3,722,191 8,281,927
JEET Unlisted 13,527,006 13,988,557
17,249,197 22,270,484
BAEE Impairment allowances (10,162) -
BEZE Provision for diminution in value = (11,619)
17,239,035 22,258,865
DEESHBITEMBIMT :  The issuers of securities stated above are as follows:
Ao F B AR R AR AT Central governments and central banks 374,821 290,170
SRIT R E & RS Banks and other financial institutions 13,078,688 12,934,328
HEANRAT Corporate entities 2,882,610 8,257,721
NEHIE Public sector entities 913,078 788,265
17,249,197 22,270,484
Lh@HEHE Market value of listed securities 3,766,836 9,017,797
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REERZ
Notes to the Interim Financial Report (contd)
Unaudited
MmrEEF (12) Investment Securities
AEEH
The Group
ZEFMF
+Z-_A=+—8”
As at
31 December 2004
BT
HK$'000
BB SF—FLH Debt securities — unlisted 15,782
BE—-FLEH Equity securities — unlisted 24,059
39,841
DEBHFORBITHRBOT : The issuers of securities stated above are as follows:
EANAT Corporate entities 28,059
Hi Others 11,782
39,841
MBERER (13) Deposits from Customers
*x%EMH
The Group
—EZTHE ZEFMF
NA=+H +ZA=+—8”
As at As at
30 June 2005 31 December 2004
BETFT BT
HK$’000 HK$'000
EHRARKFER Demand deposits and current deposits 5,912,630 10,229,757
HERK Savings deposits 9,412,536 11,910,269
EH - VARG HI@AI T Time, call and notice deposits 40,243,621 33,508,929
55,568,787 55,648,955
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R E
Notes to the Interim Financial Report (cont'd)
Unaudited
(1) ERITERE (14) Certificates of Deposit Issued
£ ]
The Group
—ETHEF —_EFFME
~NB=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BT BT T
HK$'000 HK$'000
BBBERMURRATEER Fair value through profit or loss 2,864,499 -
FERXS Trading - 1,379,306
EXHM Non-trading 5,468,166 5,580,384
8,332,665 6,959,690
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REER

Notes to the Interim Financial Report (contd)

Unaudited

(15) BIRA H & #7

(15) Maturity Profile

550
The Group
EAA
E&A 3fEA
EDEs 8 2 Bt 1EBE
3 months E1f E5%
or less 1 year 5 years
EFRE  butnot or less orless S5ENE &
Repayable repayable butover  but over After B 1]
on demand on demand 3 months 1 year 5years  Undated Total
BRETT EBTT #Y¥TT #RTT B¥TT E¥TT BT
HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
12005564 30H As at 30 June 2005
BE Assets
RekBHE: Cash and short-term funds 1,375,094 6,400,583 298,027 - - - 8,073,704
—EREIBNETR Placements with banks and other financial
HiemsEET institutions maturing after one month - 212,376 57,200 - - - 269,576
EVES Trade bills - 181,491 34,276 - - - 215,767
RENERE Certificates of deposit held - 100,000 813,464 352,826 - - 1,266,290
BREZURBRAT Securities measured at fair value through
BENES profit or loss
~-BERS ~ Held for trading - - 3178 1344583 117,486 5257 1,470,504
~HEERERREE - Designated at initial recognition - - 222361 645,573 84,777 - 952,711
BE#M Advances to customers 1,727,210 4,772,316 4,212,202 15,844,371 14,432,832 1,837,525 42,826,456
BITREMSBMIERE  Advances to banks and other financial
institutions - 130,932 - 20,000 - - 150,932
REEIBES Held-to-maturity securities - 33728 5177414 9965719 2,014,816 57,520 17,249,197
AEHEES Available-for-sale securities
-EBES - debt securities - - - 1,946,565 4,057,032 11,742 6,015,339
3,102,304 11,831,426 10,818,122 30,119,637 20,706,943 1,912,044 78,490,476
&fE Liabilities
BOREMSRKE Deposits and balances of banks and
BREER other financial institutions 135922 4,443,656 48,969 15,000 - - 4,643,547
REEH Deposits from customers 15,325,166 38,749,001 1,277,180 217,440 - - 55,568,787
EROTERE Certificates of deposit issued - 179,992 1,967,858 6,184,815 - - 8,332,665
ERTEEES Debt securities issued - - - 2,306,325 - - 2,306,325
15,461,088 43,372,649 3,294,007 8,723,580 - - 70,851,324
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Notes to the Interim Financial Report (cont'd)

Unaudited

(15 B A E 247 (2)

(15) Maturity Profile (cont'd)

KEE
The Group
3EAA
BREE 38R
B EE MNE  1&EBE
3 months Egfia B5F
or less 1 year 5 years
ERs B but not o less orless  SEME B
Repayable  repayable  butover  butover After H# R
on demand on demand 3 months 1 year 5years  Undated Total
BETT BETT BT B8Tr BBTx #EBFr %
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
120045128 310 As at 31 December 2004
BE Assets
RekBHE: Cash and short-term funds 1,451,400 6,411,817 398,823 - - - 8,262,040
—ERAEBNRTR Placements with banks and other financial
HisREEED institutions maturing after one month - 303,773 58,656 - - - 362,429
EVES: Trade bills - 234,449 14,118 - - - 248,567
REMERE Certificates of deposit held - 20,002 856,386 489,927 - - 1,366,315
HiES5HE Other investments in securities
~EBES - debt securities - 351 609 1,192,672 314,904 3928 1,512,464
RPHR Advances to customers 1,531,097 3,804,515 6,241,444 16,394,021 12,940,980 1,136,179 42,048,236
RITREMESBMBERE  Advances to banks and other financial
institutions - - - 20,000 - - 20,000
RERIHES Held-to-maturity securities - 1,245907 4,573,717 11,265,058 5,128,272 57,530 22,270,484
BREZH Investment securities
- EBES - debt securities - - - - 4,000 11,782 15,782
2,982,497 12,020,814 12,143,753 29,361,678 18,388,156 1,209,419 76,106,317
&fE Liabilities
BUREMSAKE Deposits and balances of banks and
ERRER other financial institutions 85,678 3,470,174 - - - - 3,555,852
REEH Deposits from customers 22,140,026 32,205,640 1,085,817 217,472 - - 55,648,955
EROTENE Certificates of deposit issued - 674999 1,279,926 5,004,765 - - 6,959,690
BRTEBES Debt securities issued - - - 2,322,798 - - 2,322,798
22,225,704 36,350,813 2,365,743 7,545,035 - - 68,487,295
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Notes to the Interim Financial Report (contd)
Unaudited
(16) fa& fis (16) Reserves
*EME
The Group
—ETRF ZERFMF
ANA=+AH +-B=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
B¥ETRT BT
HK$'000 HK$'000
() BHARE (a) Share Premium
MW1B18 K&k6F 308/ At 1 January and 30 June/
128314 31 December 282,930 282,930
(b) H fih i 3 E {5 6 0F (b) Other property revaluation reserve
R1A1H At 1 January 11,945 11,945
MELEREEZEREBRF Transfer to retained profits upon disposal (11,945) -
BN BEEMMERKE Surplus on revaluation of other premises
MEMEE 2B upon reclassification to investment
properties 17,031 -
R6H308/12831H At 30 June/31 December 17,031 11,945
() B (c) Capital reserve
MR1A1HKE68308/ At 1 January and 30 June/
128 31H 31 December 6,589 6,589
(d) —#%fkda (d) General reserve
MW1B18 K&k6F 308/ At 1 January and 30 June/
12A31H 31 December 100,000 100,000
(e) ERES (e) Exchange differences
H1A1H At 1 January (458) (711)
KER/EE Current period / year (964) 253
HEBE AR Release on disposal of an associate 627 -
W6eF30H /12A31H At 30 June/31 December (795) (458)
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REEZ
Notes to the Interim Financial Report (cont'd)
Unaudited
(16) G oW (=) (16) Reserves (cont'd)
*%E
The Group
—ETHE ZEFMAF
~B=+H +-—B=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
BETIT BT
HK$'000 HK$'000
f) AFEEER Fair value reserve
W1B1H At 1 January
— W EDER — as previously reported = -
—BRER T ENYEER - opening balance adjustment in
AR BRIRIEHRIER respect of financial instruments,
net of deferred tax 368,612 -
Bl BHURAER As restated, after opening adjustments 368,612 -
AHHEESNATFEBED Change in fair value of available-for-sale
securities (32,103) -
IEERL IR Deferred tax 5,624 -
R6H30H At 30 June 342,133 -
(9) %6k iR Hedging reserve
W1 1H At 1 January
— W EDER — as previously reported = -
—BRER T ENIYEER — opening balance adjustment in
FE S RELEHIER respect of financial instruments,
net of deferred tax (7,725) -
B BUFAER As restated, after opening adjustments (7,725) -
RenEBEH  ATEEEZS Cash flow hedge: effective portion of
B KB changes in fair value 11,869 -
IEERL IR Deferred tax (2,077) -
R6H30H At 30 June 2,067 -
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REEE
Notes to the Interim Financial Report (contd)
Unaudited
(16) & 0l (=) (16) Reserves (cont'd)
*%KHE
The Group
—ETHE “FFNF
~B=+H +-A=+—H
(E#R)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT T
HK$’000 HK$'000
(h) FRBRIEGIE (BHEE) (h) Share option reserve (Note)
W1A1H At 1 January
— W EDER — as previously reported = -
—BRERERZZ — prior period adjustment in respect of
EIR GRS share-based transactions 3,640 -
B3 HUAEE As restated, after prior period adjustments 3,640 -
DR BESHIERDRS Equity settled share-based transactions 2,221 3,640
R6H30H/12B31H At 30 June/31 December 5,861 3,640

42 FRIEEERTAMRAT | CITIC Ka Wah Bank Limited



FHABT R EME (@)
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Notes to the Interim Financial Report (cont'd)
Unaudited
(16) G oW (=) (16) Reserves (cont'd)
3
The Group
—ETHEF “FEOF
~B=+H +-—B=+—H
(E#R)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$’000 HK$'000
(i) REEN (i) Retained profits
W1B1H At 1 January 2,143,381
— NETER — as previously reported 2,496,177
—BRERERZZ — prior period adjustment in respect of
EIR GRS share-based transactions 668
— Bk BYRAER ~ as restated, before opening
balance adjustment 2,496,845
BERes TENBEY Opening balance adjustment in respect of
ERTEE financial instruments 115,267
B AMFEEE As restated, after opening adjustments 2,612,112
mEMYESHEBEA Transfer from other property
revaluation reserve 11,945 -
KE/FEEHF Profit for the period/year 683,504
— W RIESR — as previously reported 816,396
—BERERUERSZ — prior period adjustment in respect of
EIL GRS share-based transactions 668
—ER — as restated 817,064
KB/ EEERENKS Dividends declared in respect of
the current period/ year (373,253) (463,600)
76H30H/12H31H At 30 June/31 December 2,934,308 2,496,845
ER RS Total reserves 3,690,124 2,901,491
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Notes to the Interim Financial Report (contd)
Unaudited
(16) fa& 0l () (16) Reserves (cont'd)

a4

R BB % A B 5 48 %832 65,962,0005T ( ZF =M
F 1 76,463,0007T ) A FTIH B & A RREHF -

[ 02 85 (B IR Y FE A 2B 78 (R AR B ) 28 48B1ER
FrEgeE -

RESESREER("LER,)) "HEMGES
B EAHRAIRBCELRAERLIREERE
ERCEE 2HERIES  ERIZTFTRF
NA =T HRRE &R R & 233,800,0007T
EREE R -

M 5E -

BRI HEHRS

NIZR=ZFRA+AH  ATERATDPEEEE
BMERERAR (THEHRSRZK,)  RAPER
BRE TR A RA T BT S (T RS
WAL LPEEESMZERR-ANAEFZA
ZTHERMNSRITRABBREE (TERRE
st ERREABNNEXNEEEETRERN
BAER - LB AT R E B R R S LR ER T
ZERERR -

REBEEERETE #E_FSFTAFEAA=1THIL
NEBHRE  MEEEERE(CSSHE K)o A
M- AIREREEESRZERRN S 3,706,224
(BHE_SENFEANB=Z1THLEANBAHEBEA
3,443,0698 ) (VBB EMATE » B4 AIRBHE
RS RTINS 104,406/ (BE_STIME
NAZTBHIEANERB BB R37,3448) 8988 K #E
AlEA  ARNEBEREFESEN_SZTAHAE=AR
THhB#&LE itk RIBEEERESEMRENE
BER_FSFAFEANA=TH  BEMKRITERAIT
FEHERE(BE_STNFAA=THLEANBEALE
B MARTERTTENERETREPEEESR
2 BB 47 & ££4,685,787/% ) ©

Included in the retained profits is an amount of $65,962,000 (2004
$76,463,000) being the retained profits attributable to associates.

The application of the share premium is governed by section 48B of
the Hong Kong Companies Ordinance.

In accordance with the Hong Kong Monetary Authority (the “HKMA")
guideline “Impact of the New Hong Kong Accounting Standards on
Authorised Institutions’ Capital Base and Regulatory Reporting”, the
Group has earmarked a “Regulatory Reserve” of $233,800,000 from
retained profits as at 30 June 2005.

Note :

Equity settled share-based transactions

On 16 May 2003, the holding company of the Bank, CITIC International
Financial Holdings Limited (“CIFH"), adopted The CITIC International Financial
Holdings Limited Share Option Scheme (the “New Option Scheme”) and, at
the same time, terminated the Senior Executive Share Option Scheme (the
“0Old Option Scheme”) adopted by CIFH on 30 March 1995. The provisions of
the Old Option Scheme remained in full force and effect to the extent necessary
to give effect to the exercise of all options granted prior to the termination of
the Old Option Scheme.

Under the Old Option Scheme, no options were granted during the six months
ended 30 June 2005 (2004: Nil). However, options to subscribe for a total
number of 3,706,224 shares of CIFH (3,443,069 shares of CIFH for the six
months period ended 30 June 2004) were exercised while options to subscribe
for a total number of 104,406 shares of CIFH (37,344 shares of CIFH for the
six months period ended 30 June 2004) were lapsed during the six months
ended 30 June 2005. The Old Option Scheme was terminated on 29 March
2005 and thus, there were no options under the Old Option Scheme remained
outstanding and exercisable as at 30 June 2005 (options to subscribe for a
total number of 4,685,787 shares of CIFH were outstanding and exercisable
as at 30 June 2004).
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Unaudited
(16) fa& 0l (42) (16) Reserves (cont'd)
M« (4F) Note : (cont'd)

BRRHZEIERS (&
REFERETS > PEERSRZERNR_STRF
AAT=ZHMUERERN  BF2758588ALT
o0 08 R 5 B B < Rl 7% A% AR 3 5 356,800,000 (B =
TEFMEANA=FTHIEANER#E%7,412,0008)
MERRE  SEERESEATR_STtEANA
+=BE_S—HEAB+T_BHER  UEKRITE
BEBE2925 T RBPEEEESRMZKRMEBE—T
NEBR—K - GRITEBBEE2.9255T /7 P IE B
SRIZERLEBRAZSISAFAAT=ATESHE
RGFERAR ("THRMH,) SARERMIN KT
B REFERETS 82 _FSFAFAA=1H
WEXNEA BB WRITEBERE(ZSTNE : §) -
R AIRBEREEESE RS £1,568,0008
(B2 ZFFMNEXB =1 £ 7518 B 85 & 7%:420,0004%)
HEBKREIELRY NRIBESHEEAA=1TH " #X
TENERRBIIEFCERSRZERK DS
17,494,000 (A ZE ZFFMWFEANA=1THILEAREA
AR - MRAT BRI BB AR AT 58 B8 5 $£13,750,000/% ) -
EERTEBRETR _SFERAFEAA=THTE
(ZFFME : ) -

DeRACHGHRS
ATHEAERBEERTEHEARSRMERBEZES
("5 &% At ,) 2 HEquity Linked Deferred Award
(TELDA)) » It » B EER AL T RIEENEIE
(MR FHNEZBFRRARA  MERERAEMA
e ) ERESEN - BEAERATHNEBEE
BIRSBAEZE » AELDAFTS R ERESRZE8
BHRHERUTIMEFHERES :

1. ELDABKRKESARBEBRIMEABRERAN
PEEESRZEREERNEY B BTN
WHEmEZEERE &

2. BM3T e

ERBEBMXMEARERAAPEERSHZRLE
&R I H B A B X P RO T E R R ELDAB R IR » R
BEEERALHE ARG IRBEDAERTMARIE - K&
ARG TR ELDAZ B B BL 38 SV i RS Bl R < it
ZEREER -

BREETEAERALWELDANFMAERNT -

Equity settled share-based transactions (cont’d)

Under the New Option Scheme, options to subscribe for a total number of
6,800,000 shares of CIFH (7,412,000 shares of CIFH for the six months period
ended 30 June 2004) were granted by CIFH to 275 eligible persons at nil
consideration on 13 June 2005. Each option gives the holder the right to
subscribe for one ordinary share of HK$1.00 each of CIFH during the period
from 13 June 2007 to 12 June 2015 at the exercise price of HK$2.925 per
share, being the closing market price of the ordinary shares of CIFH as stated
in the daily quotations sheet of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 13 June 2005. No options granted under the New
Option Scheme were exercised during the six months ended 30 June 2005
(2004: Nil). However, options to subscribe for a total number of 1,568,000
shares of CIFH (420,000 shares of CIFH for the six months period ended
30 June 2004) were lapsed during the six months ended 30 June 2005. As at
30 June 2005, options to subscribe for a total number of 17,494,000 shares
of CIFH (13,750,000 shares of CIFH as at 30 June 2004) remained outstanding
but none of them were exercisable on 30 June 2005 (2004: Nil).

Cash settled share-based transaction

The Bank has offered Equity Linked Deferred Award (the “ELDA") to its eligible
employees and certain directors of CIFH (the “Eligible Persons”) whereby the
Eligible Persons will receive a cash benefit on the specified maturity date, being
the earlier of the second calendar anniversary of the offer date and the date of
retirement. The amount of cash benefit to be received by the Eligible Persons
on the maturity date shall be calculated by multiplying the number of shares
of CIFH notionally subject to ELDA by the lower of:

1. the result obtained by subtracting the ELDA price per share from the
closing price of the ordinary share of CIFH as stated in the daily quotations
sheet of the Stock Exchange on the maturity date; and

2. HK$3.00.

The Eligible Persons are not entitled to receive any payment pursuant to the
ELDA if the closing price of the ordinary share of CIFH as stated in the daily
quotations sheet of the Stock Exchange on the maturity date falls below the
ELDA price. No ordinary shares of CIFH will be allotted or transferred to the
Eligible Persons upon the maturity of the ELDA.

The detailed terms of the ELDA offered to the Eligible Persons are as follows:

ELDATS B% B&% &

(#BT) ELDAF S Ry & ER B B
#F¥AH ELDA price per share Number of ordinary shares
Offer date (HKS) notionally subject to ELDA
16/04/2004 2.55 5,360,632
24/03/2005 2.00 6,931,093
| Total: 12,291,725
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Notes to the Interim Financial Report (contd)

Unaudited

(17) RER BRI R
() RARARERKIE

UTRERIEZENFEERAESGNER
B -

(17) Off-balance Sheet Exposures

(a)

Contingent liabilities and commitments

The following is a summary of the contractual amounts of each
significant class of contingent liabilities and commitments:

x5H
The Group

—ESRF ZERFMMLE

~A=+H +—B=+—H

As at As at

30 June 2005 31 December 2004

BETT BT

HK$'000 HK$'000

HEEFERER Direct credit substitutes 1,019,581 943,362

HE 58BN EBEEEB Trade-related contingencies 1,089,160 1,165,944

=P BEHBRER Forward forward deposits placed 435,283 -

H A AHE - Other commitments:

—BEHBEIFELUTR — with an original maturity of under 1 year or

GIESCSuEE 6 which are unconditionally cancellable 12,415,460 10,576,584

—REWPAE1FESRULE — with an original maturity of 1 year or over 517,498 588,078

15,476,982 13,273,968

HEEELAEREGFEMBANIA - 248
BARRE - FHE BHESNERRIE
E-ShMERERALRATFIREEREE
BELMEERRER - At - BERXFZE R
NEERD  HaBBLEMRRERERTE
REFPHR - ANESBEREEAND2EURIR
BERFHAMBAERLRNEE - ANEE
BURTEIRENREA  MENERBAIEE
HARRRENE -

46

Contingent liabilities and commitments are credit-related instruments
which include acceptance, letters of credit, guarantees and
commitments to extend credit. The risk involved is essentially the
same as the credit risk involved in extending loan facilities to
customers. These transactions are, therefore, subject to the same
credit application, portfolio maintenance and collateral requirements
as for customers applying for loans. The contractual amounts
represent the amounts at risk should the contract be fully drawn
upon and the client default. As the facilities may expire without
being drawn upon, the contract amounts do not represent expected
future cash flows.
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Unaudited

(17 BEAREBERIINARE =)
(b) HTEIR

METARERE-HENZHEREENIER
WEERETEEENYE RN -

UTRASESEIRZNETENEEZSHE
M

(17) Off-balance Sheet Exposures (contd)
(b) Derivatives

Derivatives refer to financial contracts whose value depends on the

value of one or more underlying assets or indices.

The following is a summary of the notional amounts of each significant
type of derivatives entered into by the Group:

&M@
The Group
—EZRENA=1H “REMEFTZA=1T—H
As at 30 June 2005 As at 31 December 2004
5 B ot ] R ESp B
Trading Hedging Total Trading Hedging Total

#BTT #EWTR BRETT ERTR  EBTT  EBTR
HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000

EEEH Exchange rate contracts
MRS Forwards

R 5 Swaps

EWNEEE: Options purchased
EHER Options written
FEEH Interest rate contracts
EHRRGRIBERS Forwards and futures
R 5 Swaps

EWNEEE: Options purchased
EHER Options written
Bin&#H Equity contracts
EWNEEL Options purchased
=R Options written

8,968,196 - 8,968,196 2,637,254 - 2,637,254
21,936,089 - 21,936,089 7,447,460 3,504,209 10,951,669
244,619 - 244,619 241,068 - 241,068
244,619 - 244,619 238,249 - 238,249
4,145,152 - 4,145,152 427,590 - 427,590
3,803,195 13,038,840 16,842,035 3,570,070 11,615,697 15,185,767
1,486,568 - 1,486,568 1,671,487 - 1,671,487
1,486,568 - 1,486,568 1,849,231 - 1,849,231
2,736 = 2,736 - 1,083 1,083

= = = - 1,083 1,083

42,317,742 13,038,840 55,356,582 18,082,409 15,122,072 33,204,481

UEMRZHAEBTIINE - AIXEESTS
ET - BETENEEZSEREBNRFENR
28 WFERSE -

ZZETRFEFEHIRE | Interim Report 2005

The above transactions are undertaken by the Group in the foreign
exchange, interest rate and equity markets. The notional amounts
of these instruments indicate the volume of transactions outstanding
and do not represent amounts at risk.
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Unaudited
(17 BERBFRIERE 2) (17) Off-balance Sheet Exposures (cont'd)
() REFLAEEGERIMERNEERARE (c) The replacement costs and credit risk weighted amounts of the above

SRBRMESENT - RAM/FE  FEE
WRBFAREFRLINEENRSED » L
TEEAEE :

off-balance sheet exposures of the Group are as follows. The Group
did not enter into any bilateral netting arrangements during the
period/year and accordingly these amounts are shown on a gross
basis:

*KE
The Group

—EZRAFXA=1+H
As at 30 June 2005

—EBEME+"/F=1+—H
As at 31 December 2004

EER R FEERE

mig&®d In#EE &

EERF Credit risk FEERR Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

BETT BETT BT T BT IT

HK$'000 HK$'000 HK$'000 HK$'000

NEEENAIE Contingent liabilities and commitments FiEH N/A 1,187,968 NEBE N/A 1,072,223
EXREH Exchange rate contracts 103,844 95,575 119,532 66,096
FIZEEK Interest rate contracts 277,925 91,965 325,439 105,037
AR & £ Equity contracts - 82 1 46
381,769 1,375,590 444,972 1,243,402

48

EERAREEEMARTEMNERALEEE
NEHMEA » ReEFASEFIRERINEE -

FERBMESBRIERBE S (RITEGH)
BRERRBLRNME=FTIESTE  BUR
RENB—H B REIBNER - F
BERAENRRMNEHI%E100%AE » M
EX - MXRHMITAETESNAHIRE
50% K% o

The replacement cost represents the cost of replacing all contracts
which have a positive value when marked to market and which have
not been subject to any bilateral netting arrangement.

The credit risk-weighted amount refers to the amount as computed
in accordance with the Third Schedule to the Hong Kong Banking
Ordinance on capital adequacy and depends on the status of the
counterparty and the maturity characteristics. The risk weights used
range from 0% to 100% for contingent liabilities and commitments,
and from 0% to 50% for exchange rate, interest rate and other
derivatives contracts.
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Unaudited

(17MBERABRIERE =) (17) Off-balance Sheet Exposures (cont'd)

(d) BERKIE (d) Capital commitments
AREFHUBERENRBERNE RKIE Capital commitments outstanding not provided for in the interim
meE financial report were as follows:

T£E

The Group
—ETHFE ZEEMF
~NB=+H +-—B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000

BRERITH : Authorised and contracted for:

BREEEE Tangible fixed assets 42,788 8,534

BREEXRTH : Authorised but not contracted for:

BREBEEE Tangible fixed assets 6,588 _

49,376 8,534
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Unaudited
(18) HERBEMHEE (18) Assets subject to Sale and Repurchase
Transactions
UTEEREBBHEELERD : The following assets and liabilities are subject to sale and repurchase
transactions:
*%HE
The Group
—E2RE ZERMEF
AXA=+H +—A=+—H
As at As at
30 June 2005 31 December 2004
BETT ST T
HK$’000 HK$'000
ERAREZIPESFRES Included in held-to-maturity securities 1,718,176 2,909,158
ERATHEEESRER Included in available-for-sale securities 2,218,941 -
3,937,117 2,909,158
ERARTREMSE#E Included in deposits and balances of banks and
BERkEFRIESR other financial institutions 3,551,911 3,113,297
(M) EXREALERS (19) Material Related Party Transactions
KR AEETHEAERITEFBRPER During the period, the Group entered into a number of transactions
ERATDRZERATDNKNBARETY %18 with its holding companies and its holding companies’ subsidiaries,
R HAKHNBERE - BEXRBERAXESR in the ordinary course of its banking business including, inter alia,
M 2HEBEER - FRBITIXZDMNIMER lending, the acceptance and placement of inter-bank deposits,
5  BERZNENEEBREREETRS participation in loan syndicates, correspondent banking transactions
MBI TS R E - W RE AR EREH and foreign exchange transactions. The contracts were priced based
MRHHEEFPNEFMER - EFERA - & on relevant market rates at the time of each transaction, and were
X B RIRIE B R ERTOETT - under the same terms as those available to other counterparties and

customers of the Group. In the opinion of the directors, these

transactions were conducted on normal commercial terms.
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Unaudited
(1) EXHAEALEZS 2) (19) Material Related Party Transactions (cont'd)
KEA > BEAARZNBREZRENR_ZFTHE Information relating to income and expense from related party
ANA=THMEXMT : transactions during the period and balances outstanding as at
30 June 2005 is set out below:
(a) WA/ (ZH) (a) Income/(expense)
*%£H
The Group
HEXNA=+HLAXEAR
Six months ended 30 June
—ETHE —FEMF
2005 2004
BETT BT
HK$’000 HK$'000
FEUWA Interest income 3,869 2,804
FMESZH Interest expense (19,920) (14,315)
A A Other income 8,663 6,844
HibhZ H Other expense (318) (1,510)
HEBEATEIE Loss on disposal of an associate (6,155) -
(13,861) (6,177)
(b) EEAT (b) Holding companies
*%E
The Group
—ETRF “FENF
~NB=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETIT BT
HK$'000 HK$'000
BEHER Deposits from customers 220,136 245,269
Hib BRI L &G Other accounts and provisions 373,360 252,612
593,496 497,881
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Notes to the Interim Financial Report (contd)

Unaudited

(1) EXREAERS 2)

() REMEBAT

(19) Material Related Party Transactions (cont'd)

(c) Fellow subsidiaries

x%E
The Group
—ETHEF “FFNF
~B=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
RekERES Cash and short-term funds 66,199 185
BRI K EAMRIER Advances to customers and other accounts less
B B impairment allowances 255,534 -
BRI K EAMRIER Advances to customers and other accounts less
i provisions - 231,953
321,733 232,138
RITREMS RS Deposits and balances of banks and other
BakER financial institutions 83,473 80,917
BEHER Deposits from customers 1,815,401 1,176,628
H AR I8 M &4 Other accounts and provisions 1,168 10,826
1,900,042 1,268,371
(d BEALTR (d) Associates
x%E
The Group
—ETHEF “FFNF
~B=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
B2EER Deposits from customers 278,182 258,892
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Notes to the Interim Financial Report (contd)

Unaudited

(M EXREALEEXS &)
(e) HERBRATIHKEAT

(19) Material Related Party Transactions (cont'd)

(e) Associates of the immediate holding company

£
The Group
—EZhFE “FENF
ANA=+AH +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
B BR R HEMRIER Advances to customers and other accounts less
BAE B impairment allowances 343,628
B BR R HEMRIER Advances to customers and other accounts less
b provisions 134,398
BEHER Deposits from customers 1,390,844 1,124,486
HithBRIE K & Other accounts and provisions = 20
1,390,844 1,124,506
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Unaudited
(20) i HE R I (20) Deferred Taxation
() ERENHEZERHFEERAR (a) Deferred tax assets and liabilities recognised
BERANGEEEEBRXRPELHELEEREE The components of deferred tax assets and liabilities recognised in
NEELAR/EEcEEMNT ¢ the consolidated balance sheet and the movements during the
period/year are as follows:
x5
The Group
MESRE
BERRGE -4 4 A&
Depreciation {5 8 iR B% HaRg
allowances in  Impairment Available- i
excess of related  allowances 0§ forsale  Cash flow HE
depreciation for loans  Provisions securities hedge Total
#¥TT EWTT BRTRT BR%TT 2 EWTT @ ERTR
BERRFAR : Deferred tax arising from: HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
1#2005%1R 18 At 1 January 2005
- MmEEE - as previously reported 30,787 - (84,833) - - (54,046)
-FAREMIAMRM - opening balance
BREE adjustment in respect of
financial instruments - (57,023) 84,833 78,191 (1,639) 104,362
Ed# As restated 30,787 (57,023) - 78,191 (1,639) 50,316
FAkBEAMES/ Charged / (credited) to
(%m) consolidated income statement (7,705) 9,193 - - - 1,488
AR (BE) Charged / (credited) to reserves = = = (5,624) 2,077 (3,547)
120055 6F 30H At 30 June 2005 23,082 (47,830) - 72,567 438 48,257
200415185 At 1 January 2004 40,225 - (89,558) - - (49,333)
ek / Charged/ (credited) to consolidated
(%m) income statement (9,438) - 4,725 - - (4,713)
$2004F 1283180 At 31 December 2004 30,787 - (84,833) - - (54,046)

54 FEEERTEMRAT | CITIC Ka Wah Bank Limited



FHABT R EME (@)

REER

Notes to the Interim Financial Report (contd)

Unaudited

(20) SEFEFRIA (=)
() CHENEEREIERSARE (&)

(20) Deferred Taxation (cont'd)

(a) Deferred tax assets and liabilities recognised (cont'd)

T£E
The Group
—EZTHE ZEFM4E
~NB=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT
HK$'000 HK$'000
TEEBERBERN Net deferred tax asset recognised on the
FIREMIBE E balance sheet (4,521) (54,054)
TEEBGBRERN Net deferred tax liability recognised on the
HIEERIEAE balance sheet 52,778 8
48,257 (54,046)

(b) XERZMHEERBEETE
AEBUABAREBEENELHIEBEEER
73,495,0007T (ZFF M4 : 79,965,0007T) °
REBERITHREES  ZEHREEBBENEISE
mE

(b) Deferred tax assets unrecognised

The Group has not recognised deferred tax assets in respect of tax
losses of $73,495,000 (2004: $79,965,000). Under the current tax
legislation, the expiry dates of the tax losses were as follows:

TEE
The Group
—ETHEF “FENF
~A=+H +-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT
HK$'000 HK$'000
R SEREIHA Expiring within 5 years 62,522 65,739
MEEIHH No expiry date 10,973 14,226
73,495 79,965
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Unaudited Supplementary Financial Information

(BRHF B2 B 90 LUE B 7% B (i)

(1) MBRRIHE

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) Summary of Financial Position

x5
The Group
—E2RF ZERFMMLE
~NA=+H +ZA=+—H #q
(E#)
As at As at
30 June 2005 31 December 2004 Variance
(restated)
BRETT I
HK$'000 HK$'000 %
ERMEBE Loans and advances 43,042,223 42,296,803 1.76
BB IR E B Impairment allowances for loan and advances 565,897 REREANA  TEENA
ERERERE Loan loss provision FEAN/A 903,009 REFHNIA
EERE Total assets 84,192,782 80,292,952 4.86
TR Total deposits 63,901,452 62,608,645 2.06
T TR Total equity 6,773,465 5,984,832 13.18
B L& Financial ratios
BRI BILE - RKLFHE*  Capital adequacy — unadjusted* 16.86% 16.51%
BRI R E — LA **  Capital adequacy — adjusted** 16.01% 16.03%
%’ﬂ MENE S LI x> Average liquidity*** 54.31% 47.91%
MEEFEREX Loans to deposits 67.36% 67.56%
NEBEELLX Loans to total assets 51.12% 52.68%
% %,%f KL Property lending 38.23% 35.72%
B AN I HE % Cost to income 51.60% 49.17%
BE[IREK Return on assets 1.39% 1.04%
HE 27 [B] 3R =K Return on equity 17.34% 14.96%

* ORREAREAFTRILE

ERESERABEEMN

FiflE  BARAREETHEARDNGHE
# WERAGEB(RITREIHER=ZMEE

FE -

> RABREAZELEXEEREERNT SRR
RBSERBMU LT ZRRERT EHER)E
SIRERKABEARATRILXERNEHESE

R -

*
*
*

FTHORBESLERESERAEE

BHIFT AR

E o BATRETWEARMNGHEE  LAR
BEBERITREL) WRMMEESSE -

56

*  The unadjusted capital adequacy ratio is computed on the consolidated
basis covering the Bank and certain of its subsidiaries as required by the

HKMA for its regulatory purposes, and is in accordance with the Third

Schedule to the Hong Kong Banking Ordinance.

** The adjusted capital adequacy ratio which takes into account market risks
as at the balance sheet date is computed in accordance with the Guideline
“Maintenance of Adequate Capital Against Market Risks” issued by the
HKMA and on the same consolidated basis as for unadjusted capital

adequacy ratio.

*** The average liquidity ratio is computed on the consolidated basis covering
the Bank and certain of its subsidiaries as required by the HKMA for its

regulatory purposes, and is in accordance with the Fourth Schedule to

the Hong Kong Banking Ordinance.

RERERTARA
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Unaudited Supplementary Financial Information (cont'd)

2 MEREEIEER (2) Capital Base after Deductions

—EZTRF “EROF
~A=+H +-B=+—H
(E#R)
As at As at
30 June 2005 31 December 2004
(restated)
BT BT T
HK$’000 HK$'000
BLEF Core capital
BHEBERKREA Paid up ordinary share capital 3,083,341 3,083,341
gviingi=| Share premium 282,930 282,930
i Reserves 2,694,528 2,519,803
BLOEFHRE Total core capital 6,060,799 5,886,074
CRANESF Eligible supplementary capital
T N R B Reserves on revaluation of land and interests in land - 8,362
R ENEERS Reserves on revaluation of
ARBFNEEEMR holding of securities not held
et I for trading purposes 309,381 -
BREEENGARERE Collective impairment allowances for
LR E R impaired assets and regulatory reserve 529,434 -
FR—BER General provision for doubtful debts - 521,837
KABEEE Perpetual subordinated debt 2,100,678 1,943,589
EHREEE Term subordinated debt 948,041 932,923
ceREhEFER Total eligible supplementary capital 3,887,534 3,406,711
HIRRAMBETER Total capital base before deductions 9,948,333 9,292,785
HEFERRKIA Deductions from total capital base (12,353) (135,860)
HIRRAEBETER Total capital base after deductions 9,935,980 9,156,925
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Unaudited Supplementary Financial Information (cont'd)

(3) #WMAEH (3) Segmental Information
(a) BRHES S (a) By geographical areas
IREAREBEMN T EEEMESHBEARIT > BIIR On the basis of the location of the principal operations of the Group
FaEEREEI T EELCRNDTHEM or, in the case of the Bank, on the location of the branches responsible
S AKEFEETBLEESE > AEENO% for reporting the results or booking the assets, the Group operates
DLEMKERA -~ BARF - REE - B8 predominantly in Hong Kong with over 90% of the Group's operating
B -XEEBERKELDREEENBEBED income, profit before taxation, total assets, total liabilities, contingent
BRE - liabilities and commitments arising therefrom or booked therein.
.33
The Group
—EZEFARA=+H “EFNFE+Z/B=+—H
As at 30 June 2005 As at 31 December 2004
BRI BERE R
BB PSEEN
ER2R Overdue PR Overdue
Advances to loans and  Advances to loans and
customers advances customers advances
BETRT BETRT BT IT AT
HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 35,336,950 830,556 34,026,118 928,361
i Mainland China 5,704,528 520,162 5,731,095 530,062
x United States 667,142 - 663,834 -
Hits Others 1,117,836 55 1,627,189 363

42,826,456 1,350,773 42,048,236 1,458,786
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The above geographical analysis is classified by the location of the
counterparties after taking into account the transfer of risk. For a
claim guaranteed by a party situated in a country different from the
counterparty, risk will be transferred to the country of the guarantor.
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Unaudited Supplementary Financial Information (cont'd)

(3) "BEH ) (3) Segmental Information (cont'd)

(b) BMEBHE (b) By business segments
REBTENERUEBTREESHRE - L The Group is principally engaged in the provision of banking and
TRASBEFTEXEBAMITH : related financial services. The Group comprises the following main

business segments:

TERITEE: ITEBFREXRFORE - Retail banking It mainly comprises deposit account services,
FTEMEER - HithE business: residential mortgage, other consumer
EEE -GFHAERBER lendings, credit card services and finance
HE - leases.
hERITEE: ITEBFREZIHNE - RE Wholesale banking It mainly comprises trade financing, syndicated
ERRHMPEBE - business: loans and other corporate lendings.
MEXE BEREIINERXZRE - Treasury: It covers provision of foreign exchange services,
ExhmBEy - EBKRE money market activities, management of
BERPRBEEGER - investment securities and central cash
management.
RAOMLET ¢ FTEBERITYWERREE Unallocated: It mainly comprises the Bank’s premises and
EEMII AR EEBE D any items which cannot be reasonably
MEMRIER - allocated to specific business segments.
*%£H
The Group
HEXNA=+HLAXEAR
Six months ended 30 June
ZE2RFE _TINFE ZBBEF _ITNHE
2005 2004 2005 2004
i F i A > BEBRA BN
(E$R)
Operating Operating
Profit* Profit* income income
(restated)
EBETT BT T BETIT BT
HK$'000 HK$'000 HK$’000 HK$'000
FERTEE Retail banking business 130,272 170,264 398,379 437,891
BERITE Wholesale banking business 320,465 197,836 325,031 363,434
MEER Treasury 137,303 132,764 189,395 179,350
R FLER Unallocated 185,803 4,146 12,728 18,539
773,843 505,010 925,533 999,214
* B EBHBAENGF * Profit from ordinary activities before taxation
RE'RAREB AN BFERMEHEAT Profit from “Unallocated” included share of losses of an associate
E5#810,099,0000 (ZFERME : Fr{hEE amounting to $10,099,000 (2004: share of losses of $17,471,000).

#17,471,0007T)
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Unaudited Supplementary Financial Information (cont'd)

(4) EFEXR-BITXRIS

(4) Advances to Customers - by Industry Sectors

&M
The Group
—ZZREXA=TH _FFNE+ZA=+—H #i
As at 30 June 2005 As at 31 December 2004 Variance
EETT BETT
HK$'000 % HK$'000 % %
AREENER Loans for use in Hong Kong
THREAR Industrial, commercial and financial
—-MERRE — Property development 333,413 0.78 350,668 0.83 (4.92)
—-MEEKE — Property investment 4,828,839 11.27 4,157,529 9.89 16.15
- SRR ~ Financial concerns 2,500,283 5.84 2,654,487 6.31 (5.81)
-RERL - Stockbrokers 83,208 0.19 39,835 0.10 108.88
~HBERTEES - Wholesale and retail trade 2,025,356 4.73 1,898,338 451 6.69
—REE - Manufacturing 3,009,046 7.03 3,372,328 8.02 (10.77)
—ERXRERRE — Transport and transport
equipment 5,410,146 12.63 5,404,016 12.85 0.11
— Hfth - Others 3,446,885 8.05 3,690,455 8.78 (6.60)
A Individuals
-BAREBEEHEEE - - Loans for the purchase of flats
AAREBHSEER under the Home Ownership
EEFENAEEEE N Scheme, Private Sector
BRMER Participation Scheme and
Tenants Purchase Scheme 17,559 0.04 19,394 0.05 (9.46)
“BAEMEENENER — Loans for the purchase of other
residential properties 11,211,016 26.18 10,512,764 25.00 6.64
—ERIEEH% — Credit card advances 527,762 1.23 538,041 1.28 (1.91)
— Hfth - Others 1,163,036 2.71 1,108,971 2.64 4.88
B4 Trade finance 2,653,113 6.20 2,124,777 5.05 24.87
AREBLIIMENER Loans for use outside Hong Kong 5,616,794 13.12 6,176,633 14.69 (9.06)
42,826,456 100.00 42,048,236 100.00 1.85
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Unaudited Supplementary Financial Information (cont'd)

(5) BRAERZ2®R: (5) Overdue Advances to Customers
REBREEDAIE The gross amount of advances has been overdue for periods of:
*5E
The Group
—ZEZHEERA=TH “EFENFE+"A=+—H
As at 30 June 2005 As at 31 December 2004
BRETRT BT
HK$'000 % * HK$'000 %*
—-3@ALLEEA -6 months or less but over 3 months 48,636 0.11 90,905 0.22
—6BRALULEE1E — 1 year or less but over 6 months 258,951 0.60 213,538 0.51
—1ELE —over 1 year 1,043,186 2.44 1,154,343 2.74
Fick Total 1,350,773 3.15 1,458,786 3.47
BEABIHBR Secured overdue advances 1,061,835 1,095,739
SR IHBTR Unsecured overdue advances 288,938 363,047
1,350,773 1,458,786
FERIERAHBR Market value of collateral
HR R ™E held against the secured
overdue advances 1,750,640 1,231,918
18 B 3 B 2 Individual impairment allowance made 228,379
5Bl Specific provisions made 317,788
B RFPBRETESE *  Based on total advances to customers
NRIFFTAFANA=ZFTHER_STNOE+_A There were no advances to banks and other financial institutions which
=+—H AEELEAHEB =68 NERT were overdue for over 3 months as at 30 June 2005 and 31 December
REMDmEERR - 2004.
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Unaudited Supplementary Financial Information (cont'd)

(6) Hfni@ MW E

(6) Other Overdue Assets

x%E
The Group
—ETHEF “FFNF
~B=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
B5EFERE The gross amount of trade bills
EEARE : which has been overdue for:
—3@ERB U LEZE6@EA - 6 months or less but over 3 months 1,198 2,565
T—iﬂﬁﬁi &S Held-to-maturity securities
HMEDAIAE which have been overdue for:
—6@B U EEE — 1 year or less but over 6 months 41,974
—1FEUE - over 1 year 15,546 15,549
57,520 15,549
(7)) EEEH (7) Rescheduled Loans
*5H
The Group
—EEHRFERNA=TH “EENFE+-A=+—H
As at 30 June 2005 As at 31 December 2004
BRETT BT IT
HK$'000 %* HK$'000 %*
ERER Rescheduled loans 53,848 0.13 226,093 0.54
* (ERFIRFETE *  Based on total advances to customers

E% E}a%ﬁl/’%ﬂa‘ﬁzléﬁﬁﬁ e
s %%‘ﬁ)‘?ﬂ ERERER  BERERT

Rescheduled advances are those advances which have been
restructured or renegotiated because of a deterioration in the financial

BOE SRR AR E T S W IF — RN
BEFEREREHNREZAHNEB =/ LR
s GPERIBBER °

NRIBFRFEAA=ZTEAAZFFTOF+ A
=+—0 AEEYLEEENRTNEMEH
WEBER -

62

position of the borrower, or the inability of the borrower to meet the
original repayment schedule and for which the revised repayment
terms are non-commercial to the Group. Rescheduled advances to
customers are stated net of any advances that have subsequently
become overdue for over 3 months and reported as overdue advances
in note (5).

There were no advances to banks and other financial institutions which
were rescheduled as at 30 June 2005 and 31 December 2004.
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Unaudited Supplementary Financial Information (cont'd)

(8) H[El&E (8) Repossessed Assets
x%E
The Group
—EZhFE “FEOF
~NA=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
EFARFRBHRK Included in advances to customers and

HAibBRIE A other accounts 149,762 231,572

(9) E = m B

AEERBES - FEEREMILINERRE
KEKBHWERKRBENT - ALERRRNBE
RFERRBEABURITHEINEBRBREK,
(MA(BS)6) RFTERI 7T AT & ©

(9) Currency Risk

The information concerning the foreign currency exposures of the
Group arising from trading, non-trading and structural positions is
disclosed as follows. The net options position reported is calculated
in accordance with the methods set out in the banking return “Foreign
Currency Position” (MA(BS)6) submitted to the HKMA.

£ ]
The Group
—ZZREXA=1+AH “FENE+"A=+—H
As at 30 June 2005 As at 31 December 2004
HER Equivalent in BT AR% Hith ok EV AR Hith R
BT T HK$'000 US dollars ~ Renminbi Others Total  USdollars  Renminbi Others Total
REEE Spot assets 26,054,840 430,657 4,753,003 31,238,500 28,183,590 350,736 4,974,552 33,508,878
RE&E Spot liabilities (25,218,383) (158,173) (5,307,222) (30,683,778) (29,468,720) (118,758)  (4,652,022) (34,239,500)
EZHEA Forward purchases 15,338,049 1,409 3,646,086 18,985,544 7,309,008 - 2,629,869 9,938,877
RPEH Forward sales (15,858,320) - (3,083,614) (18,941,934) (5,848,312) - (2,943,565) (8,791,877)
RBFEE Net options position - - - - 693 - (693) -
RRIH Net long position 316,186 273,893 8,253 598,332 176,259 231,978 8,141 416,378

HEEPERERRENERETEHNE -

—EERFEPHERE |
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The net options position is calculated using the model user approach.
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(10) B R #E
BRERENREEEAERLEREET AR
BRRERXSZS AT ErER - HH
KBAANRME KR —T5F HERIERERR
HEEERGTNESEKREAD - BITHEMSH
BESTHEER R EEHLBEMZERMN
RIED - ERERRELBEREEI0%IUL
FO {8 B B SRSt [ B AEAN T

(10) Cross-border Claims

Cross-border claims are on-balance sheet exposures of counterparties
based on the location of the counterparties after taking into account
the transfer of risk. For a claim guaranteed by a party situated in a
country different from the counterparty, risk will be transferred to
the country of the guarantor. For a claim on the branch of a bank or
other financial institutions, the risk will be transferred to the country
where its head office is situated. Claims on individual countries or
areas, after risk transfer, amounting to 10% or more of the aggregate

cross-border claims are shown as follows:

BITR
Hfth & 0 48
Banks and LERE
other financial  Public sector Ht #E
institutions entities Others Total
BRETRT BETRT BETRT BRETRT
HK$'000 HK$’'000 HK$’'000 HK$'000
#2005 6HA 30H As at 30 June 2005
FHUNEXE Asia and Pacific excluding
Hong Kong 8,656,793 181,635 6,692,127 15,530,555
HopmM of which Australia 3,061,682 723 60,213 3,122,618
HodE of which Mainland China 2,688,619 180,407 6,142,520 9,011,546
i Western Europe 11,999,619 1,203 4,875,306 16,876,128
Heax of which France 1,504,949 = 842,996 2,347,945
HiE of which Germany 2,234,838 - 100,285 2,335,123
HAh&H of which Netherlands 1,029,894 - 826,881 1,856,775
HopxE of which United Kingdom 2,706,723 626 1,438,922 4,146,271
20044128 31H As at 31 December 2004
BB B RE Asia and Pacific excluding
Hong Kong 6,765,626 201,643 7,245,927 14,213,196
B AR M of which Australia 3,373,719 1,128 61,338 3,436,185
HeprhE of which Mainland China 2,196,755 199,858 6,405,791 8,802,404
TR Western Europe 13,717,333 3,008 4,276,585 17,996,926
HrEE of which France 2,281,061 - 806,261 3,087,322
HAf® of which Germany 2,519,414 - 410,682 2,930,096
HApfi of which Netherlands 1,249,111 - 720,948 1,970,059
HAseE of which United Kingdom 3,608,631 953 1,023,518 4,633,102
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(1) R ER

0}

(i)

—EERFEPHERE |
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(11) Risk Management

0}

(i)

The Bank manages various types of risk mainly through the Risk
Management Group under the close supervision of the board-level
Credit & Risk Management Committee (“CRMC"). The CRMC defines
and delegates risk approval authorities to different risk committees
including Asset and Liability Management Committee (“ALCO"),
the Credit Committee and the Non Performing Loan Committee
comprising the Chief Executive Officer, the Chief Credit & Risk Officer,
business heads and other senior management.

The Risk Management Group is the central focal area where the Bank's
risk portfolios are quantified, monitored and managed.

Credit risk management

Credit risk is the risk of loss arising from a customer’s or counterparty’s
inability to meet its financial obligations. The Bank is exposed to
credit risk through its lending, trading and capital markets activities.
The Bank defines the credit exposure to a customer as the amount of
These

exposures include both on- and off-balance sheet transactions,

maximum potential loss arising from all these activities.

including unfunded lending commitments such as loan commitments,

letters of credit and financial guarantees.

The Bank’s credit risk management practices are designed to preserve
the independence and integrity of the risk assessment process. The
Bank assesses credit risk based upon the risk profile of the borrower,
the source of repayment and the nature of the underlying collateral
after giving consideration to current events and market developments.
Credit risk is also managed at portfolio levels in terms of product,
industry and geography to manage concentration risk.

Credit policy manuals and control procedures are regularly revised
and updated to ensure that credit risk is adequately assessed, properly
approved, continually monitored and proactively managed.

Liquidity risk management

The Bank must be able to meet all customer claims in both normal
and emergency circumstances in addition to meeting all regulatory
requirements and complying with statutory liquidity ratios. To adopt
proactive liquidity management, the Bank has issued long-dated
certificates of deposit regularly and has also arranged re-purchase
agreement facilities on its liquid investment portfolio.
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(M) REER &)
(i) TRRRER
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(11) Risk Management (cont'd)
(iii) Market risk management

CRMC and ALCO establish the limits on market risk exposure that
are being monitored by the Market Risk Management Unit (“MRM")
under the Risk Management Group. The Bank’s Treasury is the centre
point to take on market risk exposures through customer flows, short-
term market views and longer term strategic views. MRM ensures
that the exposures are within established position and sensitivity limits.

For the half-year ended 30 June 2005, the average daily profit and
loss from the Bank's trading activities in interest rate risk was a gain
of $1,000. The average daily mark-to-market profit and loss was a
gain of $848,000. The figure below shows the histogram of the
Bank’s daily mark-to-market profit and loss.

25

ZEZTRELE (—AEXRA) HHNSXHEAERFEASHE
Daily Distribution of Mark-to-Market Revenue for the Half Year of 2005 (Jan-Jun)

20 4

ES
Number of Days
1 1

WA (BREET)

Revenue (HK$ million)

HrEMRE » BEHBE&AKAS,227,0005T
e H AR &EAER £6,270,0005t - HiRHEHE
NIBEERER  HETEFEEANHN
REYEBOR - mERZEAMEFERA
7£500,0007T £21,000,0007T 2 & » H IR K8 A
20K -
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From the chart above, the maximum daily loss was $5,227,000 and
the maximum daily gain was $6,270,000. Out of the 121 trading
days for the period, there were 80 days with mark-to-market gain.
The most frequent results were daily gains between $500,000 and
$1,000,000 with the highest occurrence of 20 days.
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(M) MEER =2)

(iv)

(v)

(vi)

BExREREHE

AITEBMER—EEENERAERUIE
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(11) Risk Management (cont'd)

(iv)

(v)

(vi)

Capital adequacy management

The Bank has structured and is maintaining a strong capital base to
support the development of the Bank’s business and to meet statutory
capital adequacy ratios. As disclosed in note (1) above, the Bank’s
unadjusted capital adequacy ratio and adjusted capital adequacy ratio
were 16.86% and 16.01% respectively as at 30 June 2005, well above
the statutory minimum ratio.

The Bank allocates its capital to various banking activities depending
on the risk taken by each business division. Certain financial
subsidiaries, as specified by the HKMA, are subject to the HKMA's

capital requirements for its regulatory supervision purposes.

Foreign currency risk management

The Bank’s foreign exchange risk stems from taking foreign exchange
position, commercial dealing, investment in foreign currency securities
and operations of overseas branches and subsidiary. All foreign
exchange positions are subject to exposure limits approved by ALCO.
The average daily foreign exchange trading profit and loss for the
half-year ended 30 June 2005 was a gain of $26,000.

Interest rate risk management

The mismatch arising from interest rate profile of the Bank’s assets
and liabilities, which gives rise to interest rate risk for the banking
book, is overseen by ALCO. This interest rate risk comprises of basis
risk among different interest rate benchmarks, yield curve movements,
interest rate repricing risk and embedded options, if any. ALCO reviews
interest rate risk of the banking book through gap mismatch reports,
sensitivity analysis and various earnings scenario analyses. To mitigate
interest rate risk, the Bank has used interest rate derivatives, mainly
interest rate swaps, to hedge both assets and liabilities.

(vii) Other trading and investment activities

The Bank has invested part of its excess liquidity into external funds
to enhance return. The average daily mark-to-market profit and loss
for the half-year ended 30 June 2005 was a gain of $790,000.
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(M) REER &)
(vii) EEBERBETE
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(11) Risk Management (cont'd)

(viii) Operational risk management

The Bank manages its operational risk through the Operations &
Control Committee that comprises the Chief Operating Officer as
the chairman and other senior staff from various business lines and
support functions. One of its key responsibilities is to periodically
review, update, and test as necessary the operational policies,
procedures and contingency plans of the Bank.

Operational risk is the risk of losses which the Bank may incur as a
result of inadequate or failed processes, technology, infrastructure,
personnel or from external events. Operational risk is not new to
banks. Significant operational risk events in recent years have
highlighted the need to manage operational risk more effectively by
taking a broader and more comprehensive view. Technology and
operational issues remain critically important, but other areas, which
could lead to operational losses, must be managed as well.

The Bank currently manages operational risk through a number of

ways, such as:

- Operations and technology policies and manual are developed
and reviewed annually to ensure processes are adequately
considered and defined.

- Human resources policy and practices are established to define
and encourage proper staff behavior, and that staff are qualified
and trained for their roles.

- New products and services are evaluated to ensure that staff,
processes, and technology can adequately support prior to
launching.

- Disaster recovery and business continuity plans are set up and
tested annually for major events such as major failure of data
centre caused by fire or other events; loss of operating site and
sudden and massive customer withdrawal due to market rumors
or other reasons.
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Appendix 1
— &= —g=4 _ S A
—EENF+ A=+ HZHEEEERERX
EELARSHRAEFT W B MELEN 2 HIR
Consolidated Balance Sheet at 31 December 2004
Reconciliation of HKGAAP and HKFRS
BHIRES
R E (K RH(EEE
ZERNE (FHgsEL) ZREmE AER) 55395 “EF0HE
+-A=+—H $39%%) tZA=+—-H HUNEHAE —HR—H
MEER B# ER
Effect of
changes in Opening
As at accounting As at balance As at
31 December  policies (except 31 December adjustments 1 January
2004 HKAS 39) 2004 for HKAS 39 2005
As reported As restated As reported
BETT BETT BETT BB BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
REREHES Cash and short-term funds 8,262,040 - 8,262,040 - 8,262,040
—BREIHN Placements with banks and
RAT R E A other financial institutions
SREBER maturing after one month 362,429 - 362,429 - 362,429
B2 RER Trade bills less provisions 246,081 - 246,081 2,486 248,567
BFENERE Certificates of deposit held 1,366,315 - 1,366,315 - 1,366,315
BRBERIURB® Securities measured at fair
NFEERES value through profit or loss - - - 4,466,978 4,466,978
HibBHKRE Other investments in securities 3,489,760 - 3,489,760 (3,489,760) -
REBHREMKRE Advances to customers and
other accounts 42,603,199 - 42,603,199 320,858 42,924,057
AHEEES Available-for-sale securities - - - 6,177,288 6,177,288
HEZIBES Held-to-maturity securities 22,258,865 - 22,258,865 (6,309,109) 15,949,756
REES Investment securities 39,841 - 39,841 (39,841) -
- UNEIL - Sl Interest in associates 191,450 - 191,450 2,577 194,027
EERBEE Deferred tax assets 54,054 - 54,054 (51,107) 2,947
EVEEEE Tangible fixed assets 1,418,918 - 1,418,918 - 1,418,918
HE4LT Total assets 80,292,952 - 80,292,952 1,080,370 81,373,322
EERAR Equity and liabilities
BITREMER Deposits and balances of banks
WEERNER and other financial institutions 3,555,852 - 3,555,852 - 3,555,852
BFEH Deposits from customers 55,648,955 - 55,648,955 - 55,648,955
ERITBENE Certificates of deposit issued 6,959,690 - 6,959,690 5,694 6,965,384
ERTEEES Debt securities issued 2,322,798 - 2,322,798 (8,004) 2,314,794
RITHIE Current taxation 6,392 - 6,392 44,219 50,611
EERIEEE Deferred tax liabilities 8 - 8 53,255 53,263
HiRERER Other accounts and provisions 1,542,837 (4,308) 1,538,529 280,630 1,819,159
AREH Total liabilities 70,036,532 (4,308) 70,032,224 375,794 70,408,018
[EEN Share capital 3,083,341 - 3,083,341 - 3,083,341
e Reserves 2,897,183 4,308 2,901,491 476,154 3,377,645
EauE Total equity 5,980,524 4,308 5,984,832 476,154 6,460,986
BEESF Loan capital 4,275,896 - 4,275,896 228,422 4,504,318
g Total 10,256,420 4,308 10,260,728 704,576 10,965,304
EoRARHEE Total equity and liabilities 80,292,952 - 80,292,952 1,080,370 81,373,322
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As at
30 June 2004
As restated

BT T BT T BT T
HK$'000 HK$'000 HK$'000
BE Assets
HekEHES Cash and short-term funds 5,952,504 - 5,952,504
— @A &EIEM Placements with banks and
$RAT R E A other financial institutions
SRBERR maturing after one month 174,239 - 174,239
B2 RBREE Trade bills less provisions 185,671 - 185,671
BHENGERE Certificates of deposit held 1,787,584 - 1,787,584
HimESKE Other investments in securities 3,970,340 - 3,970,340
BRFEZRRHMIRIE Advances to customers and
other accounts 40,140,440 - 40,140,440
HEZEHE? Held-to-maturity securities 22,548,628 - 22,548,628
KEES Investment securities 39,979 - 39,979
iR RNl i Interest in associates 181,711 - 181,711
Gk Goodwill 10,030 - 10,030
BIERIBEE Deferred tax assets 41,289 - 41,289
BEFREEEE Tangible fixed assets 1,506,335 - 1,506,335
EERSE Total assets 76,538,750 - 76,538,750
REERAR Equity and liabilities
RITREMSBKE Deposits and balances of banks
ERRER and other financial institutions 3,748,533 - 3,748,533
BEER Deposits from customers 57,606,112 - 57,606,112
ERTREREF Certificates of deposit issued 4,507,819 - 4,507,819
HITHIE Current taxation 81,990 - 81,990
ELERIBEEE Deferred tax liabilities 15 - 15
H AR IE M &4 Other accounts and provisions 1,156,296 (1,850) 1,154,446
AEAE Total liabilities 67,100,765 (1,850) 67,098,915
& Share capital 2,393,341 - 2,393,341
& Reserves 2,754,840 1,850 2,756,690
gawsE Total equity 5,148,181 1,850 5,150,031
BREEF Loan capital 4,289,804 - 4,289,804
BE Total 9,437,985 1,850 9,439,835
BEaRAE#ER Total equity and liabilities 76,538,750 - 76,538,750
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For the year ended
31 December 2004
As restated

BT T BT T BT T
HK$'000 HK$'000 HK$'000
FE2WA Interest income 2,229,845 - 2,229,845
FMEXH Interest expense (773,492) - (773,492)
FF B WA Net interest income 1,456,353 - 1,456,353
ZREESBA Fees and commission income 437,496 - 437,496
ERRAeZE Fees and commission expense (26,880) - (26,880)
Hith& & m A Other operating income 190,378 - 190,378
FEF B WA Non-interest income 600,994 - 600,994
KEWA Operating income 2,057,347 - 2,057,347
K Operating expenses (1,012,224) 668 (1,011,556)
RETEHBRI 2K E A Operating profit before provisions 1,045,123 668 1,045,791
RERER Charge for bad and doubtful debts (100,540) - (100,540)
AT Operating profit 944,583 668 945,251
HEEFEEEEFHA  Net profit on disposal of tangible
fixed assets 19,755 - 19,755
EHRENMEFER Net surplus on revaluation of
investment properties 7,555 - 7,555
BE RN E S EED Provision written back on
held-to-maturity securities 9,682 - 9,682
e R EB L Impairment loss on goodwill (9,502) - (9,502)
Frih B = /AR Eia Share of losses of an associate (6,094) - (6,094)
G| Profit before taxation 965,979 668 966,647
= Income tax (149,583) - (149,583)
GRS Profit after taxation 816,396 668 817,064
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For the
period ended
30 June 2004

As restated

BT T BT T BT T
HK$'000 HK$'000 HK$'000
F B WA Interest income 1,096,690 - 1,096,690
FEXH Interest expense (327,023) - (327,023)
FF B WA Net interest income 769,667 - 769,667
EREASBA Fees and commission income 211,814 - 211,814
ERRAeIE Fees and commission expense (16,211) - (16,211)
Hih& & WA Other operating income 33,944 - 33,944
FEF B WA Non-interest income 229,547 - 229,547
KEWA Operating income 999,214 - 999,214
"reEL Operating expenses (438,762) 266 (438,496)
RETEHE B2 & A Operating profit before provisions 560,452 266 560,718
RERER Charge for bad and doubtful debts (53,565) - (53,565)
KEHER Operating profit 506,887 266 507,153
HEEFEEEEFHA  Net profit on disposal of tangible
fixed assets 15,248 - 15,248
HBEEINHESEMHOE Provision written back on
held-to-maturity securities 80 - 80
Frih B2 /AR Eia Share of losses of an associate (17,471) - (17,471)
FanE R Profit before taxation 504,744 266 505,010
18 Income tax (84,920) - (84,920)
kel Profit after taxation 419,824 266 420,090
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To the board of directors of CITIC Ka Wah Bank Limited

Introduction

We have been instructed by the Group to review the interim financial report
set out on pages 3 to 55.

Respective Responsibilities of Directors and Auditors

The interim financial report is the responsibility of, and has been approved
by, the directors.

It is our responsibility to form an independent conclusion, based on our
review, on the interim financial report and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Review Work Performed

We conducted our review in accordance with Statement of Auditing
Standards 700 “Engagements to review interim financial reports” issued
by the Hong Kong Institute of Certified Public Accountants. A review
consists principally of making enquiries of group management and applying
analytical procedures to the interim financial report and based thereon,
assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit
procedures such as tests of controls and verification of assets, liabilities
and transactions. It is substantially less in scope than an audit and therefore
provides a lower level of assurance than an audit. Accordingly, we do not
express an audit opinion on the interim financial report.

Review Conclusion

On the basis of our review, which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim
financial report for the six months ended 30 June 2005.

KPMG
Certified Public Accountants

Hong Kong, 16 August 2005
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1.0

2.0
2.1

Operating Environment

The operating environment of Hong Kong's banking sector during
the first half of 2005 was characterised by rising costs, narrowing
interest margins and intense competition. However, CITIC Ka Wah
Bank Limited (the “Bank") successfully leveraged opportunities from
the sustained economic revival by growing its wealth management
business, in particular in the area of bancassurance, and managed to
Another
achievement came from the Bank’s wholly-owned subsidiary, China

achieve a substantial increase in non-interest income.

International Finance Company Limited (Shenzhen) (“CIFC"), which
successfully obtained a Renminbi licence in June and thus helped the
Bank embark on a new chapter in the development of its China
business.

Business Performance
Earnings

The Bank reported operating profit before impairment allowances of
HK$448 million for the six months ended June 2005. This represents
a fall of 20.1% compared to same period last year, attributed mainly
to a 25.9% decline in net interest income as a result of the substantial
rise in the Hong Kong Interbank Offer Rate (“HIBOR") and intense
competitive pressures on loan margins. However, this was partially
offset by the sustained outstanding performance in its non-interest
income by 54.7% during the period. Additionally, improvements in
its asset quality and a reversal in collective assessment allowances led
to a HK$97 million release in impairment allowances. As a result,
the Bank reported a 7.4% increase in operating profit to HK$545
million as compared to the same period last year. During the period,
the disposal of tangible fixed assets realised a net profit of HK$244
million, which included the HK$227 million gain from the sale of Ka
Wah Bank Centre. Nevertheless, as the performance of CITIC Capital
Active Partner Fund Limited was adversely impacted by market
volatility during the period, the Bank registered a HK$ 10 million share
of loss from this associate. After taking into account other items,
the Bank's profit attributable to shareholders for the first half of 2005
rose 62.7% to HK$684 million compared to the same period last
year.

FIEEERITAMBRAT | CTIC Ka Wah Bank Limited
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2.0 Business Performance (cont'd)

2.2

2.3

Net interest income

The surge of HIBOR and the corollary climb in time deposit interest
rates led to a migration of funds from savings and demand deposits
to time deposits. As at 30 June 2005, the Bank's overall interest
expenses rose substantially by 116.5% year-on-year. Meanwhile,
net interest margin came under severe pressure with the sustained
narrowing of the Prime-HIBOR gap, and was further exacerbated by
intense competition amongst banks. Net interest income and net
interest margin were also adversely impacted by certain changes in
accounting treatment, for instance, interest income from funding
swap and trading portfolio is to be treated as non-interest income,
while dealer commission expenses incurred in the hire purchase

business are to be offset against interest income.

The Bank’s net interest income for the first half of 2005 dropped by
25.9% to HK$571 million. Under the new and revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards
(the “New Accounting Standards”), the Bank’s net interest margin
for the first half of 2004 has been adjusted from 2.18% to 2.06%,
and stood at 1.63% for the first half of 2005.

Non-interest income

For the first half of 2005, the Bank recorded a strong 54.7% growth
in its non-interest income to HK$355 million compared to the same
period last year; this lifted the share of its non-interest income in its
operating profit to 38.4% for the first half of 2005 from 23.0% for
the corresponding period last year. The main contributor of this
performance came from its Retail Banking Group which registered a
26.9% increase in non-interest income to HK$156 million —including
a sharp rise of 83.8% in insurance-related non-interest income. The
other key contributor was its Treasury business, whose non-interest
income soared 19 times to HK$116 million as a result of satisfactory
returns from its fund investment activities launched since the latter

half of 2004.
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2.0 Business Performance (cont'd)

2.4

2.5

2.6

Operating expenses

The Bank'’s operating expenses rose by 8.9% year-on-year for the
first half of 2005 due to three key factors. The first stemmed from
the fact that the Bank only re-entered the personal lending market in
the second quarter of 2004 and as such, advertising expenses were
comparatively higher in the first half of 2005. The second stemmed
from the increase in rental expenses arising from the sale and
leaseback agreement of Ka Wah Bank Centre after its disposal as
part of the bank’s office premise rationalisation plan. The third was
due to an acceleration in depreciation charge resulting from a change
in accounting estimates since 2004 on computer software and
equipment. As a result, the cost to income ratio rose to 51.6% from
43.9% in the same period last year.

Impairment allowances

The Bank lent conservatively and strived to continually improve
its asset quality. With the rebound in both the Hong Kong economy
and property market and the benefit of a reversal in collective
assessment allowances, the Bank recorded a HK$97 million release
in impairment allowances for the first half of 2005, as compared to
a charge of HK$54 million for the first half of 2004. The addition
in provision for individually assessed loans was HK$3.9 million
while the net release in provision for collectively assessed loans was
HK$52 million.

Asset quality

2.61 Asset, loan, and deposit sizes

Total assets of the Bank were HK$84.2 billion as at 30 June 2005,
representing a 4.9% increase over the previous year-end. Total loans
rose 1.8% to HK$43.0 billion on the back of increases in residential
mortgage, property investment and trade finance related lending.
Despite a slight 0.1% decline in customer deposits to HK$55.6 billion,
total deposits stood at HK$63.9 billion, or a 2.1% increase from the
previous year-end.

FIEEERITAMBRAT | CTIC Ka Wah Bank Limited
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2.63

Business Performance (cont'd)
Asset quality (cont’d)
Asset quality indicators

As at 30 June 2005, the Bank reported improvements in several asset
quality indicators. Classified exposure fell to 3.1% from 4.3% at the
end of 2004. Under the New Accounting Standards, the Bank’s
impaired loan ratio improved to 3.1% from 4.3% as at 1 January
2005. The coverage as calculated under the New Accounting
Standards expanded from 86.8% as at 1 January 2005 t0 95.3%. Its
mortgage delinquency ratio at 0.12% was not just lower than the
0.34% as at 2004 year-end, but also better than the industry average
of 0.22% as released by the Hong Kong Monetary Authority. Its credit
card charge-off ratio fell further from 3.03% as at the end of 2004
10 2.19%, as compared to the industry average of 3.19% as released
by the Hong Kong Monetary Authority.

In July, Fitch Ratings upgraded the Bank’s long-term rating from “BBB"
to “BBB+". According to the credit rating agency, the upgrade
reflected the Bank’s improved financials, the continued enhancement
of its risk management procedures and systems, as well as its
innovative management.

Financial position

As at 30 June 2005, the Bank's unadjusted capital adequacy ratio
was 16.9%. The average liquidity ratio was 54.3%. The loans to
deposits ratio was 67.4%. The loans to total assets ratio was 51.1%.

—ETRSF
~NB=+H
30 June 2005

_EBRRF ZERME
—H—H +ZA=+—H
1 January 2005 31 December 2004

xR
S'Z
&
&
i
pEd
&
&

A E LR F & HLZE  Mainland loans to total customer advances

KABREARTREE Unadjusted capital adequacy
HREBESE Average liquidity

FLH®E Loans to deposits
REEEREBELE Loans to total assets
EDEERILE Classified exposure
BEERLE Impaired loans*

E Coverage*

REBEEEX Loan loss coverage*
ARERBEEER Collective assessment coverage*

16.9% 16.8% 16.5%
54.3% 47.9% 47.9%
67.4% 67.6% 67.6%
51.1% 52.0% 52.7%

3.1% 4.3% 4.3%

3.1% 4.3% -
95.3% 86.8% -
20.6% 19.2% -
0.69% 0.85% -
13.3% 13.6% 13.6%

—EERFEPHES |

* BB R E

* Calculated on the basis of the New Accounting Standards
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2.0 Business Performance (cont'd)

2.7 Business development

The Bank continued to broaden the range of its products and services
in 2005. To meet the changing needs of its retail and corporate
clientele, the Bank launched a series of high-yield deposit products.
These included several retail certificates of deposits, as well as a “three-
month USD yield enhancement deposit” jointly introduced by the

Wholesale Banking Group and the Treasury and Markets Department

in March.

FoURBERRTHREAVELR =R B EF
HENEBEERER =Z@RMERXT
B -
CETRAFEIPFHRHMNNEARRS

New Products and Services Launched in the First Half of 2005

MERRRY

New Products and Services

—R

January

AEHB T A BB FRE

= EHRSE ST A BB B R R B T AR
ERE ZEEFREEZEELI+IER,
HIRATE

ERAEELEEERYE
ERABONHEERSE

Five-year HKD callable certificates of deposit

Three-year USD callable step-up certificates of deposit
Credit card “Enjoy Buy-One-Get-One-Free Offer With
Your Sales Draft” spending programme

Credit card online bill payment double reward programme
Credit card acquisition campaign

—_A

February

15 F 5 B 4% 4R [ 51 &
Dollar$mart4 88 & R4 1R 3t 72 AR 75

Credit card travel insurance plan
Dollar$mart personal intalment loan express approval

=A
March

=AM E TR

BREFFOTA BRFABIIFREE A,
1= F3 I T HK$500,000 JackpotiE & | 25 BE H#E
{E I Cash-In, 5+ &l

ERABEHRE R AENREEERES
SR EARERE

Three-month USD yield enhancement deposit

NOW Account “Monthly Step-up Bonus Interest Rate Offer”
Credit card “HKD500,000 Jackpot Sharing Programme”
Credit card “Easy Cash-In" programme

Earn double bonus points by settling second tax payment
with credit card

Credit card balance transfer programme

mA
April

Y 4F 5B 75 T A B o] B ZOR I R E R
Dollar$martfg R A IR S HEE

Two-year HKD callable step-up certificates of deposit
Dollar$mart revolving cash card programme
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2.0 Business Performance (cont'd)

2.7 Business development (cont’d)

FERRR New Products and Services
AR o —FHIBIT AR A XIRIG B TR E e Three-year HKD callable step-up certificates of deposit
May o = FHASE T Al B A X IE 52 A 7 R e Three-year USD callable step-up certificates of deposit

o TREERMAABR,

o 'HEERKBABXIRE

s ERAWBTERERIEES-—SE
10f5 3R <& [0 §%

s FABXEBXRE

e “Guaranteed Retirement Income Plan”

e  “Business Instalment Loan And Overdraft” services

e Credit card spending programme — up to 10 times
cash rebate

e Credit card personal line of credit

~A s HRESLEER

June o i-banking#d LI RISIEH R EE ERR
o ARBERAMEMRERE
o EHEMLHMERE

e FRAMUFEEER
e Dollar$mart%e B9 I & &

Bk e

e Gold margin trading
Dual option i-banking two-factor authentication
e RMB credit card and ATM card
e Credit card online bill payment reward programme
e Credit card acquisition campaign
e Dollar$mart interest-free personal instalment
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Following an overwhelming response towards its inaugural
retail certificates of deposits in 2004, the Bank launched further
programmes of HKD and USD certificates of deposits in the first half
of 2005. These were met with strong customer subscriptions, drawing
in total funding of HK$1,140 million.

The Bank's credit card business also launched several card acquisition
and card spending campaigns which met with resounding successes.
As at 30 June 2005, total new sales increased sharply by 80.0% year-
on-year to HK$ 1,170 million and account receivables by 27.8% year-
on-year to HK$528 million. These compared favourably with the
industry’s average growth rate for new sales and account receivables
at 18.3% and 4.9% respectively, according to the data released by
VISA International. In March, CITIC Ka Wah Credit Card was awarded
the “Outstanding Retail Sales Volume — Gold Prize” by VISA
International, in recognition of its outstanding achievements in retail

sales between October 2003 and September 2004.
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2.0 Business Performance (cont'd)

2.7

2.8

Business development (cont’d)

Building on its earlier success in bancassurance, the Bank further
strengthened its business in this area by entering into a strategic
alliance with Manulife (International) Limited this year. Indeed, the
first insurance solution launched under this new alliance, the
Guaranteed Retirement Income Plan, made a remarkable impact and
generated HK$10 million in fee income in less than two months’
time. Separately in May, the Bank launched its wholly-owned
subsidiary, CITIC Insurance Brokers Limited, to provide insurance
brokerage service to package tailor-made insurance solutions for its
corporate clientele.

China banking

The Bank has also made several breakthrough developments in its
China business in 2005. On 21 June 2005, CIFC received approval
from the China Banking Regulatory Commission to offer Renminbi
services. As a result, the Bank became the first Hong Kong bank
whose subsidiary has obtained a Renminbi licence in the Mainland
under the preferential measures prescribed in the Closer Economic
Partnership Agreement. Leveraging on the platform of CIFC, the
Bank will now be able to offer Renminbi services in 18 designated
Mainland cities to its corporate clients as well as to individual clients
who are non-Mainland citizens. In July 2005, CIFC was granted a
property insurance agency licence by the China Insurance Regulatory
Commission which allows it to partner with Ming An Insurance to
offer foreign currency and Renminbi property insurance products.

In August 2005, the Bank received regulatory approval from Macau
to set up a local branch. Once the necessary business registration
procedures are completed, the branch will begin operations within
this year to serve as an important platform for the Bank’s business
development in the Pan Pearl River Delta region.

Meanwhile, the Bank will be applying to upgrade its Beijing
representative office to branch status within 2005 with a view to
further expand its foothold on the Mainland.

Chan Hui Dor Lam Doreen

President and Chief Executive Officer

Hong Kong, 16 August 2005

FIEEERITAMBRAT | CTIC Ka Wah Bank Limited
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