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This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited, including
compliance with 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 the 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 82.
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Basis of Preparation (cont'd)

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
Company’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 Company’s registered office. The auditors
have expressed an unqualified opinion on those financial statements
in their report dated 10 March 2005.

Changes in Accounting Policies

The HKICPA has issued a number of new and revised 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 HKAS39.

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.

| CITIC International Financial Holdings Limited
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Unaudited
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(2) Changes in Accounting Policies (contd)

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

policies
() H_FFAF—F—HAERBENRGER (i)  Effect on opening balance of total equity at 1 January 2005 (as
& (T EE) adjusted)
TREATYH _SFRF—F— BHUGERFT The following table sets out the adjustments that have been made to
EMAE - E B _FFNF+_A=+—H the opening balances at 1 January 2005. These are the aggregate
FEENH_ZFTRHF—A —BBHUERN effect of retrospective adjustments to the net assets as at 31 December
EBEMMTAE - 2004 and the opening balance adjustments made as at 1 January
2005.
BFR
H ftt 6
R®EEF Capital EawsE
Retained and other Total
profits reserves equity
by &40k 2 Effect of new policy BETT BETT B¥TT
(Bm/ (D)) (increase / (decrease)) HK$'000 HK$'000 HK$'000
BRI % - Prior period adjustments:
(BB B EERDE2,  HKFRS 2
DM ERF RS Share-based payment transactions - 4,308 4,308
(BB D ERI)E 2858 HKAS 28
iR R/N=TR i Interest in associates 7,340 - 7,340
VAR ERI 2 Total increase in equity before opening
REIZ N balance adjustment 7,340 4,308 11,648
Ri ) 45 pR i 2 - Opening balance adjustments:
(BB S 2E2A)5E32R39% HKAS 32 & 39
ERTAUBRKES Convertible bonds issued 7,658 133,027 140,685
(BB EatER) 393 HKAS 39
TE TR R Derivatives and hedging (86,544) 360,887 274,343
BEESBREANFEE Asset classification and fair values 29,537 13,474 43,011
BE Impairment 182,471 - 182,471
B NTE 2 BIIAE SRR Associate’s opening balance adjustments 2,577 - 2,577
128,041 374,361 502,402
135,699 507,388 643,087
200518 1A Total effect at
AT L 1 January 2005 143,039 511,696 654,735
“ETAFEFHERE | Interim Report 2005 13
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Notes to the Interim Financial Report (contd)

(2)
(a)

Unaudited
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(2) Changes in Accounting Policies (contd)

(@) Summary of the effect of changes in the accounting

policies (cont’d)

(i) B ZFFMGF—F— AR R4 R Y (i) Effect on opening balance of total equity at 1 January 2004 (as
& (T EE) adjusted)
TRIRTH ZZFTWFE—F— BT The following table sets out the only adjustment that has been made
ERIME— A2 - to the opening balances at 1 January 2004,
#EER
H it 6 i
r®EEF Capital gEaRsE
Retained and other Total
profits reserve equity
br & 4082 Effect of new policy BETT BETT B¥TT
(Bm/ (kL)) (increase/ (decrease)) HK$'000 HK$'000 HK$'000
(BB EatER) E 285 HKAS 28
iR l/NSI R Interest in associates 4,754 - 4,754
#®20045£1A1A Total effect at
B ERE 1 January 2004 4,754 - 4,754
(i) HEE_FEFEAFANA=F+H(GFT)R_EF (ifi)  Effect on profit after taxation for the six months ended 30 June 2005
PIENF =+ H (FEE) 1L B F1E = FI8 (estimated) and 30 June 2004 (as adjusted)
-2 4
EEBEAEGFTZBERT - TRIIRERUE In respect of the six month period ended 30 June 2005, the following
MNESFBRNELAERE_STThERA table provides estimates of the extent to which the profits for that
=+ H 1B A B AR R R R R A 1 period are higher or lower than they would have been had the previous
hEtE% - policies still been applied in the interim period, where it is practicable
to make such estimates.
IREE B RS ERAEE MR - TKT In respect of the six month period ended 30 June 2004, the table
TEREZSFOFNA=THILEXER » HH discloses the adjustments that have been made to the profits as
NEREMATENRAE - HRAZEFMENE previously reported for that period, in accordance with the transitional
FTBURMB B A BPRERE » FTURNE provisions of the respective HKFRSs. As retrospective adjustments
ZIRFNERA=THLEARNEBEAZTNEE have not been made for all changes in policies, the amounts shown
HERNAPHNSEARAER LMY - for the six month period ended 30 June 2004 may not be comparable
to the amounts shown for the current interim period.
14 FEEESRZEKRER AR | CTC International Financial Holdings Limited
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Notes to the Interim Financial Report (contd)
Unaudited
(2 EHRHEE ) (2) Changes in Accounting Policies (cont'd)
() BEBRRESEIFEEE (&) (a) Summary of the effect of changes in the accounting
policies (cont’d)
(i) HEEZFFEAFANA=1TH(HH)RZEF (iii)  Effect on profit after taxation for the six months ended 30 June 2005
MMENA =1 H (FAEE) 1L E A BE T (estimated) and 30 June 2004 (as adjusted) (cont’d)
HE(E)
BEAXA=+HLEXRMEAR
Six months ended 30 June
—ETEHF ZEEMF
2005 2004
BAFIRERES BARKREES
Equity holders Equity holders
of the parent of the parent
R F Effect of new policy BETRT BT T
(Bm/ (kL)) (increase/ (decrease)) HK$'000 HK$'000
(BB B EHERDE2  HKFRS 2
DR ENZRS Share-based payment transactions (1,123) -
(BB B EERDE3I  HKFRS 3
Rk 3 Amortisation of goodwill 34,536 -
(BB EatER) £ 285 HKAS 28
HENT R Interest in associates 777 1,624
(BB S 22A)5E32R39% HKAS 32 & 39
ERITABRKES Convertible bonds issued (16,938) -
(BB EatER) 393 HKAS 39
AT ERE Derivatives and hedging (54,203) -
BESBERATEE Asset classification and fair values 57,527 -
3,324 -
(BB EatER) E405E HKAS 40
REYE Investment properties 1,517 -
A ERE Total effect for the period 22,093 1,624
RIBFHAFEAA=THILEXEAME & &M In respect of the six months ended 30 June 2005, it is not practicable
AL Z BN EREENBRRIEFHRR to estimate the extent to which the profits for that period are higher
HHBMATA T 2 /& EREBRRT or lower than they would have been had the previous policy on
EAFENEE - impairment of financial assets still been applied in the interim period.

—EZREEHERE | Interim Report 2005 15
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Unaudited

(2)
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Notes to the Interim Financial Report (contd)

(2) Changes in Accounting Policies (contd)

() BEBRESEIFEEE (&) (a) Summary of the effect of changes in the accounting
policies (cont’d)
vy HEE_FFTAFANA=1TH(EHFT)IRZFE (iv)  Effect on net income recognised directly in equity for the six months
MENA =1 H (FABE)IENE A BETE ended 30 June 2005 (estimated) and 30 June 2004 (as adjusted)
RFERR 2 F M B & &
EERAMEMESTZBERT » TRIITERLE In respect of the six month period ended 30 June 2005, the following
MNESFBRNELAERE_STThERRA table provides estimates of the extent to which the income or expenses
=THUEXREREETEERANERNBAZ recognised directly in equity are higher or lower than they would
A EIB MR NEET 28 - have been had the previous policies still been applied in the interim
period, where it is practicable to make such estimates.
IREE B RS ERAEE MR - KT In respect of the six month period ended 30 June 2004, the table
TEREZSFEFOFNA=THILEXER » HH discloses the adjustments that have been made to the net income or
NERZFWARNZ HATENAZE - BRNARZ expenses as previously reported for that period, in accordance with
FIENESTBERNE BB EWRAESE - the transitional provisions of the respective HKFRSs. As retrospective
FIURBEZZFFNFAA=THLXERZ adjustments have not been made for all changes in policies, the
THESEESRNARHNSERNER LS - amounts shown for the six month period ended 30 June 2004 may
not be comparable to the amounts shown for the current interim
period.
HEXNA=+HLAXEAR
Six months ended 30 June
—ZETHEF ZERFMF
2005 2004
BATIERERS BARRERES
Equity holders Equity holders
of the parent of the parent
HHEE Effect of new policy BETT BT
(Bm/ (D)) (increase / (decrease)) HK$’000 HK$'000
(BEBEEETERI)E395% HKAS 39
AR EE S Available-for-sale securities (24,413) -
fERE M ZITETR Hedging derivatives 9,792 -
(14,621) -
(BB EatER) E405% HKAS 40
wEME Investment properties
—HihESEHEE 2T E - effect on other property revaluation reserve 9,724 -
HrawEssd Total effect for the period (4,897) -
16 FEEESRIERAR AR | CITIC International Financial Holdings Limited
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Notes to the Interim Financial Report (contd)
Unaudited

(2) SEIRRHEE =)
() BN BIFBRTIHERE (&)

(2) Changes in Accounting Policies (contd)

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

policies (cont’d)

) HEEZFFTAFANA=TH(EHFT)IRZFE (v)  Effect on amounts recognised as capital transactions with owners
MENA=1H (FAEBE) HRRE < EXRMER for the six months ended 30 June 2005 (estimated) and 30 June 2004
G ERBEAR) & (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.
IREE B BREZRNBEMER > TRT In respect of the six month period ended 30 June 2004, the table
TEREZEFNENA=THILENER » HH discloses the adjustments that have been made to the amounts
AER < B R B e EARMR 52 BB recorded as capital transactions with owners as previously reported
EMAZE - AN AR BN SFIBRNEEL for that period, in accordance with the transitional provisions of the
RABHAZET L FTUREZE_SZINE N respective HKFRSs. As retrospective adjustments have not been made
A=1THIAXBEREFrNESEEEZ RNAFAH for all changes in policies, the amounts shown for the six month
MNEEARER M - 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
—ETEHF ZEEMF
2005 2004
BATIBRRES BARRERES
Equity holders Equity holders
of the parent of the parent
BETT 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 2,470 1,850
HAawgsd Total effect for the period 2,470 1,850

ZZETRFEFEHIRE | Interim Report 2005
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Notes to the Interim Financial Report (contd)
Unaudited
(2 EHRHEE &) (2) Changes in Accounting Policies (cont'd)
(b) LIBRIREFRZES (FERMBHEEEL) (b) Share-based payment transactions (HKFRS 2, Share-
FE2mI B &) based payment)
() ESEREZ (i)  Employee share option scheme
HEF REAANSBEEEE (BEESE)ER In prior years, no amounts were recognised when employees (which
BANTBRERNEED - ESRETEE term includes directors) were granted share options over shares in
B ARKHETAREEKRG EEREN the Company. If the employees chose to exercise the options, the
SHARNERETEENEKSLE - nominal amount of share capital and share premium were credited
only to the extent of the option’s exercise price receivable.
m= ??EE A—HE  ZB(EBYBER With effect from 1 January 2005, in order to comply with HKFRS 2,
HERNE2S  AEEEHERENATEER the Group recognises the fair value of such share options as an
ﬁé”ﬂlﬁﬁi‘%?ﬂﬁﬁmﬁﬁiﬁ T 7E % B8 2 4 PR N expense in the income statement. A corresponding increase is
R EFEERENEM - recognised in a share option reserve within equity.
AEEEFEBRNBANEHEREUZAEILER As the employees are required to meet vesting conditions before
B REBREREERPHABRBEATF they become entitled to the options, the Group recognises the fair
BE - value of the options granted over the vesting period.
EREREBITHEBERE  HENBRERRE If an employee chooses to exercise options, the related share option
EATEEE AR LD R ERIE © 08 RE reserve is transferred to share capital and share premium, together
KBMAREATE > EENERERBEEESA with the exercise price. If the options lapse unexercised the related
REBER] ° share option reserve is transferred directly to retained earnings.
i #ﬁ?ﬂﬁ%miﬂ&ﬂﬁg}ﬂ B BRAREHIZR The new accounting policy has been applied retrospectively with
(BB BRE2EA) 257 53R MNIBE & comparatives restated in accordance with HKFRS 2, except that the
Xjfﬂim'“ﬂ:ﬂ FERSREER BB T e B ST B BUR Group has taken advantage of the transitional provisions set out in
 WBEFTERRB(EBY BREEA) paragraph 53 of HKFRS 2 under which the new recognition and
% 25)?% MERTUER - measurement policies have not been applied to the following grants
of options:
- EE_EFE_F+—BtHEERFE - all options granted to employees on or before 7 November 2002;
EMBRE; & and
- FBEEREFAT+—-RAtHEZERTE - all options granted to employees after 7 November 2002 but
EMBREANR_ZSFTAF—A—HMEXK which had vested before 1 January 2005.
B -
BEZFETAFAA=THLXER  BHHRE The amount charged to the income statement as a result of the change
BT B 8 5 T ZE 0 UK 2R 5k S SH YR B B AR of policy increased staff costs for the six months ended 30 June 2005
2,470,000 (R ZE _FEFWENA=F+HL by $2,470,000 (six months ended 30 June 2004: $1,850,000) with
7~ A :1,850,0007T) © MIHEMNSEFEAE the corresponding amounts credited to the share option reserve.
REER -
Details of the employee share option scheme can be found in the
THAREBRENZNFES  F2EEAAQT Company’s annual report for the year ended 31 December 2004 and
TEFMEFERIAPIY BERENTT19 - note 19 to this interim financial report.
18 REERESBERARRAE | CTIC International Finandial Holdings Limited
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Notes to the Interim Financial Report (contd)

Unaudited

(2) SEIRRHEE =)
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(ii)

(c)
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Interim Report 2005

(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 Company’s annual report for
the year ended 31 December 2004 and note 19 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.

19
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Unaudited
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(d)
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(2) Changes in Accounting Policies (contd)

(o)

(d)

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 an increase in the Group's profit before
taxation for the six months ended 30 June 2005 by $1,517,000 and
in other property revaluation reserve (before deferred tax) by
$8,174,000.

Interest in associates (HKAS 28, Investments in
associates)

In prior years, investments held by the Group with 20% or more of
the voting power of the investees that were acquired and held
exclusively with a view to subsequent disposal in the near future were
classified as other investments in securities and stated at fair value.

With effect from 1 January 2005, and in accordance with HKAS 28,
such investments are reclassified as an investment in associate and
accounted for in the consolidated financial statements under the
equity method.

FEEESRZEKRER AR | CTC International Financial Holdings Limited
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Notes to the Interim Financial Report (contd)
Unaudited

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

(d) BELRER KFETHEA)E28H (d) Interest in associates (HKAS 28, Investments in

(WEARHRE]) (&) associates) (cont'd)
I EFBRRZEBAEAN » LBEBFEIRE The new accounting policy has been applied retrospectively with
(BEARASER)E28FMNERTFLER - I comparatives restated in accordance with HKAS 28. As a result of
It BEZFFERFEAA=THILEXRER & the change of policy, the Group’s profit before taxation for the six
S BRI BB A AN914,0007T (B 2 — M months ended 30 June 2005 has increased by $914,000 (six months
FRA=+HI1/MEA : 1,980,0005t) - A48 ended 30 June 2004: $1,980,000), with the corresponding amounts
FEREE AR RPN - debited to interest in associates.

(e) EMTAKEEBEHERAFEIZH &/ (e) Financial instruments (HKAS 32, Financial instruments:
TR BSWMER I R(FEFHED Disclosure and presentation and HKAS 39, Financial
EIRIEMTITH : EEMHED instruments: Recognition and measurement)

(i) BT AR &5 (i)  Convertible bonds issued
TEAF  ERTUHRRESEI REELLIK In prior years, convertible bonds issued were recorded as liability and
KINEK ° stated at cost.

HIFZThF—A—HER RB(EBSGHE With effect from 1 January 2005, and in accordance with HKAS 32
AN B 325 (BB EFHER) E39% » E8AT and HKAS 39, convertible notes issued are split into their liability and
AEESEAFREEMERTS LA equity components at initial recognition by recognising the liability
AFEEREREEETD  MELFITHIE component at its fair value and attributing to the equity component
Ml B AT EEERNEEBINESE the difference between the proceeds from the issue and the fair value
AERAERID - BEXDBERIZEHELAN of the liability component. The liability component is subsequently
IR - ERMBAEERITABRKES R carried at amortised cost. The equity component is recognised in the
APANER BEEFEABR(ZLBERTHE convertible bond — equity component until the note is either converted
ZRMEERN)NEFEELD (FRBERTHE (in which case it is transferred to share premium) or the note is
EBEREEMNA) - redeemed (in which case it is released directly to retained profits).

(i) PTELARE S (i) Derivatives and hedging
EAF  FREFEERBRZMTETRLATE In prior years, derivatives that were held for trading purposes were
BIR - BEAFTEBRESE g RE accounted for at fair value and carried as assets when the fair value
E > EREZENIAEE ATEEZEM was positive and as liabilities when the fair value was negative. Gains
EEZERIAKBZERA -HEEFEERZE or losses from changes in fair value were recognised in the income
ERafPERCMTETLR  REBEBECE statement. Derivatives held for non-trading purposes and qualified
E--8ERFEHESFEEANKR- as hedges were accounted for on an equivalent basis to the underlying

assets, liabilities and positions.
HIFFTAF—A—HE  RB(EBSGS With effect from 1 January 2005 and in accordance with HKAS 39,
AIY 395 - TEMA T ALRAFYER ﬁE all derivatives are initially recognised at fair value and carried as assets
R EAFEEALBEESUEEIR  EA when the fair value is positive and as liabilities when the fair value is
BHE ARIREE HRATEEZE negative. Subsequent changes in fair value are recognised depending
g HREZMETAECENEROT : on the intended use of the derivatives as follows:
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(2) Changes in Accounting Policies (contd)

(e) Financial instruments (HKAS 32, Financial instruments:

(ii)

(i)

TEERSRZERARA A

Disclosure and presentation and HKAS 39, Financial
instruments: 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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(2) Changes in Accounting Policies (cont'd)

(e) Financial instruments (HKAS 32, Financial instruments:

(iii)

Disclosure and presentation and HKAS 39, Financial
instruments: 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)

(e) Financial instruments (HKAS 32, Financial instruments:

(i)

TEERSRZERARA A

Disclosure and presentation and HKAS 39, Financial
instruments: 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.

| CITIC International Financial Holdings Limited



FHIBT R EME (@)

REER

Notes to the Interim Financial Report (contd)
Unaudited

(2) BRIBRAHEE =)

(e)

(iv)

eMIAKFBEtER) B2 &R
TR -BENER R(FEEHERN)
HIMRIEMTI A - BEEMHE] (&)

B 1B

SRR FEBER R

TEEF  REREBERIEBEASKRE—RE
o BRI E R LUE B 75 a4l » T {E B
NERE KA E S ERERTE o HHORAK(E B
RBRBAEZER » BN —REFTE - WER
BE2HEECER  HFS I AETHE
RiZIlERE -

BRR(EBEFEANEIN  TREBBRZT
BERLEE  SREMERERRE - SE5IX
BERZBEBEME » (FEBFE  MESR
UEERRSECERMES » BIEHRETE -

BRIz EFUREBERUAKREE @ UK
RENERUERACERMNERTHEIT K
STEEt e ARR R R REZEEE -

HEETREFATEE  EREREERZE
SRESEEEDE B/ NRERNLE
AFFEMANEEFAEEERESRZER
AIMEERERBERAKRAEEEY
ERIRBEREEBRHE (FEREFE -

BB iz & b B B IR B IR R R OREE SR A B A
D ERRERE - BERHMIEERAE
BRFEWA ©

ZZETRFEFEHIRE | Interim Report 2005

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

(e) Financial instruments (HKAS 32, Financial instruments:

(iv)

Disclosure and presentation and HKAS 39, Financial
instruments: 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.
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TEERSRZERARA A

Disclosure and presentation and HKAS 39, Financial
instruments: Recognition and measurement) (cont’d)

Impairment (cont’d)

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.

In accordance with HKAS 39, held-to-maturity investments and
available-for-sale financial assets are assessed for objective evidence
of impairment at each balance sheet date. Impairment loss for held-
to-maturity investments is recognised in the income statement. When
an available-for-sale financial asset is determined to be impaired, the
cumulative loss previously recognised in equity will be transferred to
the income statement.

Opening balance adjustments

The new accounting policies have been applied prospectively with
effect from 1 January 2005, and as in accordance with HKAS 39, no
restatement of comparative amounts has been made. Adjustments
to the opening balances of the retained profits and reserves as at
1 January 2005 are shown in note 2(a)(i).
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(2) Changes in Accounting Policies (cont'd)

()

Amortisation of positive goodwill (HKFRS 3, Business
combinations and HKAS 36, Impairment of assets)

In prior periods, positive goodwill which arose on or after 1 January
2001 was amortised on a straight line basis over its useful life and
was subject to impairment testing when there were indications of
impairment.

With effect from 1 January 2005, in accordance with HKFRS 3 and
HKAS 36, the Group no longer amortises positive goodwill. Such
goodwill is tested annually for impairment, including in the year of
its initial recognition, as well as when there are indications of
impairment. Impairment losses are recognised when the carrying
amount of the cash generating unit to which the goodwill has been
allocated exceeds its recoverable amount.

Also with effect from 1 January 2005 and in accordance with HKFRS
3, if the fair value of the net assets acquired in a business combination
exceeds the consideration paid (i.e. an amount arises which would
have been known as negative goodwill under the previous accounting
policy), the excess is recognised immediately in the income statement

as it arises.

The new policy in respect of positive goodwill has been applied
prospectively in accordance with the transitional arrangements under
HKFRS 3. As a result, comparative amounts have not been restated,
the cumulative amount of amortisation as at 1 January 2005 has
been offset against the cost of the goodwill and no amortisation
charge for goodwill has been recognised in the income statement
for the six months ended 30 June 2005. This has increased the
Group's profit before taxation for the six months ended 30 June 2005
by $34,536,000.
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(2) Changes in Accounting Policies (contd)
(g) Minority interests (HKAS 1, Presentation of financial

statements and HKAS 27, Consolidated and separate
financial statements)

In prior years, minority interests at the balance sheet date were
presented in the consolidated balance sheet separately from liabilities
and as deduction from net assets. Minority interests in the results of
the Group for the period were also separately presented in the income
statement as a deduction before arriving at the profit attributable to
shareholders.

With effect from 1 January 2005, in order to comply with HKAS 1
and HKAS 27, minority interests at the balance sheet date are
presented in the consolidated balance sheet within equity, separately
from the equity attributable to the equity holders of the parent, and
minority interests in the results of the Group for the period are
presented on the face of the consolidated income statement as an
allocation of the total profit or loss for the period between the minority
interests and the equity holders of the parent.

The presentation of minority interests in the consolidated balance
sheet, income statement and statement of changes in equity for the
comparative period has been restated accordingly.
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) #EMEH (3) Segment Reporting
(a) BUMESS (a) By geographical areas
*EME
The Group
BEXRA=1+HLREA
Six months ended 30 June
—E2HF “EFM4E —EERF ZERFMMLE
2005 2004 2005 2004
a’F EA/(FBE)* EERA K2EWAN/(EE)
(BR)
Operating Operating
Profit Profit /(loss)* income income /(loss)
(restated)
BE®TRT BT IT BE®TRT AT
HK$'000 HK$'000 HK$'000 HK$'000
i Hong Kong 814,470 516,687 937,388 997,762
i [5] Mainland China 1,137 (6,724) 9,360 (1,597)
ES United States 13,672 5,912 26,774 21,036
DA i Less: Inter-segment items - - - (663)
829,279 515,875 973,522 1,016,538
* EBEBNBRIRA/ (BE) *  Profit/(loss) from ordinary activities before taxation
KEBEBHRF/(GB)BE T BLE AT Profit /(loss) from Hong Kong included share of profits of associates
% #17,515,0007C ( Z BB 4E : 24,354,000 amounting to $17,515,000 (2004: $24,354,000).
7T) -
it @A B ERIERB AT KB A The above geographical analysis is classified by the location of the
BT AT E BT LB - principal operations of the subsidiaries or branches of its subsidiaries.

—EZREEHERE | Interim Report 2005 29



FHIBT R EME (@)

RE&E=

Notes to the Interim Financial Report (contd)

Unaudited

3) #EWEHE 2
(b) BEBHS

AEETENFRERTLEBSHRE - U
TREAEEETZXHAXIN :

FRBITHY : TRBEFTERT  bXRR
TRIMERBEEE -

EEEH : TEBEEERENMARE
EZEHR -
BRERITEY : TZBEBART - BEEE

B BHELELERRS °

RAOBET TEBEDELTELEI
IABEXBIENEM

(3) Segment Reporting (cont'd)
(b) By business segments

The Group is principally engaged in the provision of banking and
related financial services. The Group comprises the following main
business segments:

Commercial banking It mainly comprises banking business, which
business: includes retail banking, corporate banking
and treasury activities.

Asset management: It mainly comprises direct investment and
distressed assets management.

Investment banking: It mainly comprises merchant banking, fund
management and securities brokerage and
dealing.

Unallocated: It mainly comprises the premises and any
items which cannot be reasonably allocated

BB - to specific business segments.
x5
The Group
BEXNA=+HLRXER
Six months ended 30 June
—EZTREF ZERFMF —ETRFE —_FFNHF
2005 2004 2005 2004
BRE/(ER) Y HAN/(EE) > EEBRA/(EIR) "KEWA
(B®R)
Operating Operating
Profit /(loss)* Profit /(loss)* income /(loss) income
(restated)
BE¥TT BT BETT BT IT
HK$'000 HK$'000 HK$’000 HK$'000
FERITHED Commercial banking business 773,843 505,010 925,533 999,214
BEERE Asset management 44,738 13,983 62,290 4,238
WERITEE Investment banking 26,700 39,845 = -
RN ECET Unallocated (16,002) (42,963) (14,301) 13,086
829,279 515,875 973,522 1,016,538

* EBEBMBENEAN/(BR)
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* Profit/(loss) from ordinary activities before taxation
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(3) #EBEHE (&) (3) Segment Reporting (cont'd)
(b) MEES &) (b) By business segments (cont'd)
REMERT  BEECTELKRERITHNER/ Profit/(loss) from commercial banking business, asset management
(F518) 2 BI B8 Y Fr{h B4 /A 5] /§578 10,099,000 and investment banking included share of losses of associates
JC ~ i A1 914,0007T % 26,700,0007T ( —FF M amounting to $10,099,000 and profits of $914,000 and $26,700,000
F @ FT{hE51817,471,00070 2R B A ZE 4R 17 Mot ) respectively (2004: share of losses of $17,471,000 from commercial
41,825,000 T2k B & ERIT) ° banking and profits of $41,825,000 from investment banking).
(4) #ERF (4) Operating Profit
AHKERMNETETYZE : The operating profit for the period is stated after taking account of
the following:
(a) FIBYKA (a) Interest income
*%E
The Group
BEAXA=+HLEXRMEAR
Six months ended 30 June
—EZThE ZEEMF
2005 2004
BT BT
HK$'000 HK$'000
FHEERNBWA Interest income from listed securities 184,656 164,466
FELERESFERA Interest income from unlisted securities 289,222 281,591
HAbFI S WA Other interest income 815,491 655,962
1,289,369 1,102,019
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(@) BERF (=) (4) Operating Profit (cont'd)
(b) EftiEEWA (b) Other operating income
*%KEH
The Group
BEAXA=+HLEXRMEAR
Six months ended 30 June
—EZThE ZERFMMLE
2005 2004
BRTT BT IT
HK$’000 HK$'000
H iy &= Other revenue
FEIELEHHEENKEUW A  Dividend income from unlisted securities 9,553 6,338
S W B S H 27,0007 Rental income less outgoings of $27,000
(2004 : 1,730,0007T) (2004: $1,730,000) 916 5,970
10,469 12,308
Hftt Bl A Other net income
R 5 M KB iBE SRR Net interest income from financial instruments
AFEENERTEZ for trading and fair value through profit and loss
R B A 26,225 -
HihBHEEFmA/ Net gain/(loss) on investment in securities
(B#8) 33,316 (30,472)
SMEE EIF R A Net gain arising from dealing in foreign currencies 31,221 31,019
HithEFEBEFn A Net gain arising from other dealing activities 66,826 3,727
Hfth Others 46,429 19,561
204,017 23,835
5] Total 214,486 36,143
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(@) BERF (=) (4) Operating Profit (cont'd)

(0 EEXH (c) Operating expenses
TEE
The Group
BEXNA=+HLER{EAR
Six months ended 30 June
—ZZTREF ZEFM4E
2005 2004
BT BT IT
HK$'000 HK$'000
EEKK Staff costs
HeLHMEB KA Salaries and other staff costs 267,174 266,058
RRE B AR Retirement costs 18,428 17,835
BFREHEZE Premises and equipment expenses
EFHEe Rental of premises 25,660 16,362
e Depreciation 58,286 50,774
Hith Others 35,032 34,709
ZE AN & Auditors’ remuneration 1,505 1,829
EEE Advertising 27,416 15,991
B Amortisation of goodwill - 30,168
BAE -~ BRI A ER R Communication, printing and stationery 24,946 24,286
EENEEER Legal and professional fee 7,747 7,352
Hih Others 33,727 30,553
499,921 495,917
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RAREZ
Notes to the Interim Financial Report (contd)
Unaudited
(5) W\ (5) Income Tax
FeaWmRAIIHROBRIER Taxation on the consolidated income statement represents:
b 34
The Group

BEAXA=+HILEXER

Six months ended 30 June

—EZTREF “FFME
2005 2004
BT BT
HK$’000 HK$'000
FHMBEB-FBFBMEM Current tax — Provision for Hong Kong Profits Tax
BHRRIE Tax for the period 95,450 82,489
B E R IR IS N Under-provision in respect of prior years 1,033 -
96,483 82,489
FHME-BIFRE Current tax — Overseas
HRABIE Tax for the period 707 788
BEFERIRERE M/ Under/(over) provision in respect of
(#MmE) prior years 9 (2,268)
716 (1,480)
EEREA Deferred tax
RHEACERMEEZNK  Origination and reversal of
[o] & temporary differences 3,693 6,546
LB ENATRE Share of associates’ taxation 5,211 3,928
RESH Total income tax expense 106,103 91,483
BB BRI A TES ERERUR R R BLE The provision of Hong Kong Profits Tax is calculated at 17.5% of the
17.5%5T 58 - BIMNPITRNEBEABTNBK > 8l estimated assesssable profits for the period. Taxation for branches
REBHEBLERMEMBRNIRITHREIRERR and subsidiaries outside Hong Kong is charged at the appropriate
i o current rates of taxation ruling in the relevant countries.
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Notes to the Interim Financial Report (contd)

Unaudited

(6) BEB
(a) BB

(6) Dividends
(a) Dividends attributable to the interim period

*TEME
The Group
BEXNRA=+HLXEAR

Six months ended 30 June

—ZTHEF “FENF
2005 2004
BETT BT
HK$’000 HK$'000
ERFHAEEER11.3(0 Interim dividend declared of 11.3 cents
(2004 : BK&6.611) per share (2004: 6.6 cents per share). 361,358 210,756

PR B AR PR ERE R HER -

(b) ERPUREREREN E—MBFERSR

The interim dividend has not been recognised as a liability at the balance
sheet date.

(b) Dividends attributable to the previous financial year,
approved and paid during the interim period

x&EH
The Group
BEXRA=1+HLRER

Six months ended 30 June

—EZThE ZEFM4E
2005 2004
B¥TT BT
HK$'000 HK$'000
BRI ROE KRR Final dividend in respect of the financial year ended
BE_ZFEFNE+_A 31 December 2004, approved and paid during
=+—BUEHREEHR  the following interim period, of 7.5 cents per share
S ERT7.50 (B = (year ended 31 December 2003: 6.3 cents per share)
TEREFE=F+"A
=+—8: 8ke3l) 239,636 200,960
RE—BEELEEH% - Final dividend in respect of the previous financial
EBEEEHERMDBR year on shares issued under the Old Option Scheme
EREREERRE subsequent to the balance sheet date and before
SEIPTEITREN the close of the Register of Members of the Company
BREE 203 178
239,839 201,138
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REEZ
Notes to the Interim Financial Report (contd)
Unaudited

(7) SEREF (7) Earnings Per Share

() BEREXRF (a) Basic earnings per share
BEZSEAFAAA=THLEAEAGRERX The calculation of basic earnings per share for the six months ended
BANRZREHEERNSAAKREEREMLRN 30 June 2005 is based on profit attributable to equity holders of
723,176,000 (BLZ _FFMWFEXA=+HL parent of $723,176,000 (six months ended 30 June 2004 restated:
NE A ER - 424,762,0007T) K B BT X% 8K $424,762,000) and the weighted average number of ordinary shares
Y N FE S 15 803,196,526,236/% (ZFZF M4 : of 3,196,526,236 (2004: 3,190,812,579).
3,190,812,579) =t & »

(b) SEREERTN (b) Diluted earnings per share
BESFSFERAEAA=THLEXNEASKES The calculation of diluted earnings per share for the six months ended
BNRZBEBREATRRBHRLHAER 2 30 June 2005 is based on adjusted profit attributable to equity holders
JE 4 3% 71 741,867,0007T (B 2 — B F WA XA of the parent of $741,867,000 (six months ended 30 June 2004
=+HIEXEAER : 426,505,0007T) & 5t AT restated: $426,505,000) and the weighted average number of
BEREBECHSLBERNZEFLABRENE ordinary shares of 3,523,868,310 (2004: 3,520,548,969), after
BN 83,523,868,310& (Z=FF T adjusting for the effects of all dilutive potential ordinary shares.
£ 1 3,520,548,969/% ) sT & -

B HeéernEHESR (8) Cash and Short-term Funds

*%H
The Group
—ZETHEF ZERFMF
AB=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETRT AT
HK$'000 HK$'000
RITREMES KRS Cash and balances with banks and other
Bk ERE financial institutions 1,435,131 1,488,919

BNHR R A2 HA B AN 1E 3R (a) Money at call and short notice (a) 6,447,065 6,458,048

HEH (BEMNERESR Treasury bills (including Exchange Fund Bills) (b)

F#) (b) 298,027 398,823
8,180,223 8,345,790

36

() BN RSEHEAEREE—E A NEIH
R -

TEERSRZERARA A

(@ Money at call and short notice represents deposits of up to a

maximum of one month maturity.
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PN =
Notes to the Interim Financial Report (contd)
Unaudited
) HernElER ») (8) Cash and Short-term Funds (cont'd)
b) BEEFBEIEESZE)INAOT : (b)  The analysis of treasury bills (including Exchange Fund Bills) is
as follows:
xEH
The Group
—EZThE “EROF
~NB=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT IT
HK$’000 HK$'000
HREEINHES Held-to-maturity securities 298,027 398,823
IF £ Ko i FR R IBUAT & Unlisted and issued by central governments
RORERAT T and central banks 298,027 398,823

(9) FEWMERE

(9) Certificates of Deposit Held

*5H
The Group
—EThREF “EROF
~A=+H +-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT
HK$’000 HK$'000
BEEINES Held-to-maturity securities
JEET Unlisted 1,266,290 1,276,366
Htiig & Other investments
L™ Unlisted - 89,949
1,266,290 1,366,315
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Notes to the Interim Financial Report (contd)

Unaudited

(10)FERBLURRLFREBHESF

Profit or Loss

(10) Securities Measured at Fair Value through

*%E
The Group
—TZEHF
RKB=+H
As at
30 June 2005
BE¥ETT
HK$'000
BEZXHHEE Held for trading
BHEES Debt securities
NEEL™ Listed in Hong Kong 448
REBLIMIE Listed outside Hong Kong 489,579
L™ Unlisted 980,477
1,470,504
B= Equity securities
NEELE® Listed in Hong Kong 81,694
L™ Unlisted 123,715
205,409
BREES Investment funds
REBLSMbE EHh Listed outside Hong Kong 728,517
L™ Unlisted 2,753,612
3,482,129
5,158,042
EEREEZREESBARAGE Designated as at fair value through profit or
ERAFREHES loss at initial recognition
BHEES Debt securities
REBLM Listed in Hong Kong 493,063
REBLSME Listed outside Hong Kong 459,648
952,711
-3 Total 6,110,753
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REER

Notes to the Interim Financial Report (contd)
Unaudited

(10 BBRIRRLRR 2 FEREMNESF =) (10) Securities Measured at Fair Value through
Profit or Loss (cont'd)

E- 34
The Group
—22RF
AXB=+H
As at
30 June 2005
BETT
HK$'000
DEESHFHRTEIEBMT : The issuers of securities above are as follows:
BEXS Held for trading
AR oL B F K R R AR AT Central governments and central banks 1,198
BITREMS R EE Banks and other financial institutions 100,287
EANAT Corporate entities 5,052,846
NEHE Public sector entities 3,711
5,158,042
EEARENEESBBESY Designated as at fair value through profit or
RRAFEREBES loss at initial recognition
EANAT Corporate entities 952,711
HE Total 6,110,753
ITHEETHE: Market value of listed securities:
BEXS Held for trading
BHES Debt securities 490,027
BE Equity securities 81,694
KREES Investment funds 728,517
1,300,238
EEREEREESBARAGE Designated as at fair value through profit or
ERAFREHES loss at initial recognition
BEBES Debt securities 952,711
e Total 2,252,949
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PN
Notes to the Interim Financial Report (contd)
Unaudited
(M EMEHERE (11) Other Investments in Securities
rEH
The Group
ZEFMF
+-A=+—H
As at
31 December 2004
BT T
HK$'000
BEHEES Debt securities
REBLES Listed in Hong Kong 1,817
REBLISME Listed outside Hong Kong 570,004
JEET Unlisted 960,643
1,532,464
= Equity securities
REBLES Listed in Hong Kong 84,692
JEEH Unlisted 318,137
402,829
BREE®-F LT Investment funds - unlisted 2,018,225
3,953,518
DEESFHBRTHBNMT : The issuers of securities stated above are as follows:
Ao F B AR R AR AT Central governments and central banks 1,234
SRIT R H A& RS Banks and other financial institutions 256,872
HEANRATE Corporate entities 3,688,912
NEHIE Public sector entities 6,500
3,953,518
tHESFTHE: Market value of listed securities:
BHES Debt securities 571,821
i g Equity securities 84,692
656,513
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PN <$=
Notes to the Interim Financial Report (contd)
Unaudited
M) EFRLEZXRAEMRIE (12) Advances to Customers and Other Accounts
(a) EF2RREMIRIE (a) Advances to customers and other accounts
E-3-9. ]
The Group
—EZThHEF “EFFME
NA=+H +-B=+—H
As at As at
30 June 2005 31 December 2004
BETFT BT
HK$’000 HK$'000
BE R Advances to customers 43,397,266 42,672,715
1Bl 31 ok (B 45 4 Individual impairment allowances (422,179) -
FEARBERE Collective impairment allowances (295,634) -
REZBIRS B &R Specific provisions for bad and doubtful debts - (537,056)
RER—MRER General provisions for bad and doubtful debts - (519,351)
42,679,453 41,616,308
RITREMESAMMEZ T Advances to banks and other financial institutions 150,932 20,000
FEET RIS R HAD AR IR B Accrued interest and other accounts less
WA impairment allowances 1,856,166 1,686,992
44,686,551 43,323,300
(b) m{EER (b) Impaired loans

BEER RS EDRAERALC FE B RE

Impaired loans are loans which have been classified and subject to

A o individual impairment assessment.
*EME
The Group
EHRTHE BESESRRE
Market Individual
WEERER value of impairment
Total amount collateral allowances
of impaired loans held made
BE¥TT BETRT BETT
HK$'000 % * HK$'000 HK$'000
20055 6A 30H As at 30 June 2005 1,744,132 4.02 1,536,439 422,179

* ABRFRRBENE

NRIFEFRAFAA=1TH XEBEBERIRIT
REM SRR RERENRERE -

* Based on total advances to customers

for them on 30 June 2005.

ZZETRFEFEHIRE | Interim Report 2005

There were no advances to banks and other financial institutions in

the Group on which individual impairment allowances were made
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RE&E=

Notes to the Interim Financial Report (contd)

Unaudited

M) EFRLEZXRAMRE &)

(12)

Advances to Customers and Other Accounts
(cont’d)

() FEAERZEMNESBAGIRENE R (c) Non-performing advances on which interest is being placed
WFETEMEFTUT - in suspense or on which interest accrual has ceased are as
follows:
AEH
The Group
FEBRER REW
FEEE K mmE Rl 2E B DS
Total amount of Market value Specific Amount of
loans on which interest of collateral provisions interest
is placed in suspense held made suspense
BT IT BT IT BT T BT T
HK$'000 % * HK$'000 HK$'000 HK$'000
72004128 31H As at 31 December 2004 1,883,882 4.41 1,550,423 460,587 383,689

* R FBRAENE

BE_FTNFE+_A=+—H AEHELE
MELAERRAXDZ LR BRRT LA
SREBER; WRERULIMERRIEZR
BRI R -

CERZERDRNENEEE  DREES
Bl -

42

* Based on total advances to customers

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
(B)ATHHERS (13) Available-for-sale Securities
x%E
The Group
—E2HF
~NB=+H
As at
30 June 2005
BT
HK$'000
BEHEES Debt securities
REBMIME EH Listed outside Hong Kong 4,914,565
JEETH Unlisted 1,139,610
6,054,175
BRE-FLEWH Equity securities — unlisted 169,856
BHEEEL-ELET Investment funds - unlisted 77,729
i {E 1 i Impairment allowances (57,002)
6,244,758
DEIBSFHBITERENOT : 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 154,987
6,301,760
LhESHE: Market value of listed securities:
EBFS Debt securities 4,914,565
—EEREERYBE | Interim Report 2005 43
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Notes to the Interim Financial Report (contd)

Unaudited
(1 BHHEEIHES (14) Held-to-maturity Securities
x%E
The Group
—_EThE “FFEME
~A=+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
ok (B B 4 Impairment allowances (14,035) -
BEZE Provision for diminution in value = (15,492)
17,235,162 22,254,992
DEESHRITEMBIMT :  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
ENANT Corporate entities 2,882,610 8,257,721
NEHIE Public sector entities 913,078 788,265
17,249,197 22,270,484
LhEETHE Market value of listed securities 3,766,836 9,017,797
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PN =
Notes to the Interim Financial Report (contd)
Unaudited
(B REES (15) Investment Securities
rEE
The Group
“EROF
+-A=+—H
As at
31 December 2004
BT T
HK$'000
BB SF—FLH Debt securities — unlisted 15,782
BE—-FLEH Equity securities — unlisted 24,059
39,841
DEBHFORBITHRBOT : The issuers of securities stated above are as follows:
EANAT Corporate entities 28,059
Hi Others 11,782
39,841
(16) ERER (16) Deposits from Customers
&M
The Group
—EETREF “EFMF
~NB=+H +Z-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
EHRARKFER Demand deposits and current deposits 5,868,491 10,204,982
HBEER Savings deposits 9,340,283 11,818,370
EH - I LB HEBAESR Time, call and notice deposits 40,045,371 33,428,375
55,254,145 55,451,727
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REEZ
Notes to the Interim Financial Report (contd)
Unaudited
17 ERITERE (17) Certificates of Deposit Issued
%M
The Group
—_ZThEF “FFNF
~NB=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
BBEBERMURRATEER Fair value through profit or loss 2,864,499 -
HERS Trading - 1,379,306
RSN Non-trading 5,468,166 5,580,384
8,332,665 6,959,690
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REEZ
Notes to the Interim Financial Report (cont'd)
Unaudited
(18) BIRAH & #h (18) Maturity Profile
550
The Group
3EAMA
EEA @R
B 88 Bt MEBE
3 months E1E ES5%
B2 or less 1year  5years
Repayable  but not or less orless S5ENE 3]
on repayable butover  but over After e “E
demand on demand 3 months 1 year 5years  Undated Total
#%Tn #%TR #%TR #B%TT E%TT #RTT ERTT
HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000  HKS$'000  HK$'000
2005%6F 30H As at 30 June 2005
BE Assets
ReREgHEs Cash and short-term funds 1,435,131 6,447,065 298,027 - - - 8,180,223
—EREIBNETR Placements with banks and other financial
HiSREEET institutions maturing after one month - 212,376 59,097 - - - 211473
EVES: Trade bills - 181,491 34,276 - - - 215,767
REMERE Certificates of deposit held - 100,000 813,464 352,826 - - 1,266,290
BRERURBRAT Securities measured at fair value through
EENES profit or loss
~-BERS ~ Held for trading - - 3178 1344583 117,486 5257 1,470,504
~HERERAREE - Designated at initial recognition - - 222361 645573 84,777 - 95,711
RPHT Advances to customers 1,746,895 4,847,448 4,232,202 15,881,937 14,432,832 2,255,952 43,397,266
BITREMSRMMIERE  Advances to banks and other financial
institutions - 130,932 - 20,000 - - 150,932
REZRIHES Held-to-maturity securities - 33728 5177414 9965719 2,014,816 57,520 17,249,197
AEHEES Available-for-sale securities
-EEES - debt securities - - - 1,985,401 4,057,032 11,742 6,054,175
3,182,026 11,953,040 10,840,019 30,196,039 20,706,943 2,330,471 79,208,538
&fE Liabilities
BOREMSRKE Deposits and balances of banks and
BARER other financial institutions 135,922 4,443,656 48,969 15,000 - - 4,643,547
REEH Deposits from customers 15,208,774 38,550,751 1,277,180 217,440 - - 55,254,145
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
EROTTARES Convertible bonds issued* - - - 1275376 - - 1275376
15,344,696 43,174,399 3,294,007 9,998,956 - - 71,812,058
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RAREZ
Notes to the Interim Financial Report (cont’d)
Unaudited
(18) BIRAE &3 #h () (18) Maturity Profile (cont'a)
KEE
The Group
3BAM
BEE 38R
HEEE ME  1EBLE
3 months Eogfia B5F
HEER or less 1 year 5 years
Repayable  but not or less orless  SELE  MEEH
on repayable  butover  butover After H# R
demand ondemand 3 months 1 year 5years  Undated Total
BETT BBFr BEBTr EBTr AETr A%Tr BETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2004%12A 31A As at 31 December 2004
BE Assets
RekBHE: Cash and short-term funds 1,488,919 6,458,048 398,823 - - - 8,345,790
—ERAEBNRTR Placements with banks and other financial
HiSREEET institutions maturing after one month - 303,773 60,534 - - - 364,307
EVES Trade bills - 234,449 14,118 - - - 248,567
RENERE Certificates of deposit held - 20,002 856,386 489,927 - - 1,366,315
HiES5HE Other investments in securities
- BBES - debt securities - 351 609 1,212,672 314,904 3928 1,532,464
RPHR Advances to customers 1,531,097 3,804,515 6,327,196 16,412,807 12,940,980 1,656,120 42,672,715
RITREMESRMEERZ  Advances to banks and other financial
institutions - - - 20,000 - - 20,000
RERIHES Held-to-maturity securities - 1245907 4,573,717 11,265,058 5,128,272 57,530 22,270,484
REZF Investment securities
- EBEF - debt securities - - - - 4,000 11,782 15,782
3,020,016 12,067,045 12,231,383 29,400,464 18,388,156 1,729,360 76,836,424
&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 22,023,352 32,125,086 1,085,817 217,472 - - 55,451,727
EROTENE Certificates of deposit issued - 674,999 1,279,926 5,004,765 - - 6,959,690
BRTEBES Debt securities issued - - - 2,322,798 - - 2,322,798
ERTUaRES Convertible bonds issued* - - - 1,399,384 - - 1,399,384
22,109,030 36,270,259 2,365,743 8,944,419 - - 69,689,451

* FMBRZRAHESHEANTRERN - Fot
RARDBE_FBTNF+_A=+—Hix

B -

48

Maturity based on expected Bondholders’ option as stated in the Company’s

annual report for the year ended 31 December 2004
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REEZ
Notes to the Interim Financial Report (contd)
Unaudited
(19) fa& fis (19) Reserves
*%E
The Group
—ZThEF “FEOF
AB=+H +ZA=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$'000 HK$'000
() BHARE (a) Share premium
R1A1H At 1 January 1,835,948 1,831,406
AE/FERS T Share premium on shares issued during
&3 Bk B the period/ year 4,264 4,542
R6H30H/12831H At 30 June/31 December 1,840,212 1,835,948
(b) Hth#MXEMERER (b) Other property revaluation reserve
M1A1H At 1 January 11,945 11,945
MEHEREEEREZRF Transfer to retained profits upon disposal (11,945) -
ENOBEEMYER Surplus on revaluation of other premises
wREMEMEECZRER upon reclassification to investment
properties 8,174 -
IEERL IR Deferred tax 1,550 -
HR6H30H/12831H At 30 June/31 December 9,724 11,945
() B (c) Capital reserve
R1A18B K68 308/ At 1 January and 30 June/
128 31H 31 December 2,818 2,818
(d) — &% 6k (d) General reserve
MW1E18 K&6A308/ At 1 January and 30 June/
128318 31 December 100,000 100,000
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REEZ
Notes to the Interim Financial Report (contd)
Unaudited
(19) GE 0 (=) (19) Reserves (cont'd)
x&EME
The Group
—ZETHEF “FFEME
AA=+AH +-B=+—H
(E#R)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$’000 HK$'000
(e) ERES (e) Exchange differences
R1A1H At 1 January (314) (597)
AE/EE Current period/ year (1,083) 283
HEBEATEMNER Release on disposal of an associate 627 -
MR6H30H/12A31H At 30 June/31 December (770) (314)
) AFEEER (f)  Fair value reserve
W1A1H At 1 January
— W EDER — as previously reported = -
—BERNeR T ENBUEER — opening balance adjustment in
FAE RIELEFIBERE respect of financial instruments,
net of deferred tax 382,086 -
Bk PUAER As restated, after opening adjustments 382,086 -
AHHEESFNATFEBED Change in fair value of available-for-sale
securities (29,599) -
IEERL IR Deferred tax 5,186 -
NIEE= At 30 June 357,673 -
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REEZ
Notes to the Interim Financial Report (contd)
Unaudited
(19) G 0@ () (19) Reserves (cont'd)
*%E
The Group
—ZETHEF ZEFMAF
~AB=+H +-—B=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$'000 HK$'000
(9) %P6k iR (g) Hedging reserve
W1B1H At 1 January
— W EDER — as previously reported = -
—BRER T ENYEER - opening balance adjustment in
FE S RIELERIER respect of financial instruments,
net of deferred tax (7,725) -
B3R HUAEE As restated, after opening adjustments (7,725) -
BERBEH  ATFEEEHHN Cash flow hedge: effective portion of
BMEB 7 changes in fair value 11,869 -
IEERL IR Deferred tax (2,077) -
6H30H At 30 June 2,067 -
(h) BRERITUHERES - EEIH (h) Convertible bond - equity component
W1 1H At 1 January
— W EDER — as previously reported = -
—BERERTARKRESN — opening balance adjustment in
B 45 oA TR 2 respect of convertible bond issued 133,027 -
B BTAEE As restated, after opening balance
MR6A30H kit adjustment, carried forward and
at 30 June 133,027 -
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Notes to the Interim Financial Report (contd)
Unaudited
(19) GE 0 (=) (19) Reserves (cont'd)
x&EME
The Group
—ZETHEF “FFEME
~AB=+H +-A=+—H
(E#R)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT T
HK$’000 HK$'000
(i) FRBRMEREIE (BHEE) (i) 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 4,308 -
B3R HUAEER As restated, after prior period adjustments 4,308 -
DR BESHIRDRS Equity settled share-based transactions 2,470 4,308
R6H30H/12831H At 30 June/31 December 6,778 4,308
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Notes to the Interim Financial Report (contd)

Unaudited
(19) G& 0 (=) (19) Reserves (cont'd)
TEE
The Group
—EZThE “EROF
~AB=+H +-—B=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$’000 HK$'000
() ®RYEERA (j) Retained profits
W1 1H At 1 January
— N ETER — as previously reported 3,165,805 2,676,363
—BERBEARREZ — prior period adjustment
EIEEEEE interest in associate 7,340 4,754
—EB% - HYRAER — as restated, before opening balance
adjustment 3,173,145 2,681,117
BRes TENAMRAE Opening balance adjustment in respect of
financial instruments 135,699 -
ER o PUARR As restated, after opening adjustments 3,308,844 2,681,117
ERELFERS Dividends paid in respect of the
previous year (239,839) (201,138)
mEMYESHEBEA Transfer from other property
revaluation reserve 11,945 -
R/ EE R Profit for the period /year 723,176
— W RIESR — as previously reported 901,339
—EARBEARKRE — prior period adjustment in respect of
BIEAGR interest in associate 2,586
—ER — as restated 903,925
EERENAH/EERE Dividends declared in respect of
the current period/year - (210,759)
HR6H30H/12831H At 30 June/31 December 3,804,126 3,173,145
ER RS Total reserves 6,255,655 5,127,850
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Notes to the Interim Financial Report (contd)
Unaudited
(19) GEfi| (&) (19) Reserves (contd)

54

IRE A R #8 %83 477,547,0007T (ZF =M
FER : 465,243,0007T ) 7 Fr (5 B < A B R
Al e

Ji& 07 B BR Y E A 32 B 7 (R BB 1)) 28 48B1&
P -

RESERBEER("SER,) "HEMFEH
B ENHRAIRBCELRAERLIREERE
E2®o®E 2HRAES ENTZTFTAEF
NA =1+ B RE TR 233,800,0007T(F
B iR TE M o

M 5E -

BERECHEEXS

RIZZB=ZFRA+AH  AATRMTEEEESH
A RA B AT B (T AT E],) AR ES
BRIEARABDR—NANAF=A=+BRANBRITH
ABBR TS (TEBRERE ) ERRESTERN
MEXMEERES TRBORMER AR T®
ERREFINKLIACRECERERR -

RBFERRESS  RE_STRFEAA=THIEAN
BRHE  TEREHERE(CSITHE : £) > A
M AJREAL3,706224 L EK (HE_SITME
NA=THIENE A 2R A 3,443,0098% % 58 A% ) i i
REEWTE S5 AIRES 104,406/ 8 K
(BEZZFNEXA=+THLXEA#BHRER37,344

LER)NEREBAC KK - ANEBRETZC
RIFTAF=AT+HAHEKIL Ut RIEBFEER
B3 mRENERENR _SSERAEAA=+H B
BHARTERATENERRE(BE_STHEXA
=+ HIENEAERE  MRITERATTENBRERT
WA 14,685,787 L IER) -

Included in the retained profits is an amount of $477,547,000 (2004
restated: $465,243,000) 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 Company 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
“Old Option Scheme”) which was adopted by the Company 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 ordinary shares (3,443,069 ordinary shares for the six
months period ended 30 June 2004) were exercised while options to subscribe
for a total number of 104,406 ordinary shares (37,344 ordinary shares 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 ordinary shares were outstanding and exercisable
as at 30 June 2004).
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Unaudited
(19) & fd (=) (19) Reserves (cont'd)
MEsE @ (4%) Note : (cont’d)

BOHBHZEEHZS (&)

REFERETE > AQAAR_FSTAFAA+=H
DERBIR  BF2I520ERATRESH
6,800,000 LB (BE_SFTNFEANA=FTHIL
NME B A A 7,412,0000 5 8 ) (O RE R 1 - S E R
BEFEATR _ZESLFEA+T=HEZS—HF
ANBTZHHSEA > UERTEEBE2.925TRE
AQNRHEHEBE—THEREKR—K - SRITEEBE
2925 AARTREBERN _STHENA+T=H4
MAMEARERFABMBTHE - REFERE
2 BESTRAFAA=THIEXNEAHE - W
TEERE(CSTNE : ) A IRBEH
1,568,000 LB (BME_STNEFEANB=1THIE
7~ A HA 8 £ 420,000 35 58 5% ) B RS R E Rl E 4R 3% -
RIBZAFXRA=TH» MRTENBRETRE
B 4£17,494,000 LB (BE_STNFEA=1H
IEARBERHE  MAITENERBEATRE S
13,750,000 E i@ %) » HE R W MBERE TR
FSFRFABZTHTE(CSTWE ) -

DeRACHBHERS
AARNRENBARPERERTERAR (TPE
2E ) AEAEREERAQAABREZ (58K
AL ) #% HEquity Linked Deferred Award (" ELDA ) -
Bt SEERATANEENTHE (BIETEHN
FTRAFRENKE MERERENBH - ) ERR
EH BEASESALKRIABERNRESERN
%6 REDAFTS RN EBREBERUTIIMEFHN
BEE :

1. ELDAERKRENRRBEHZFAEHRERMABEEIA
AEERNIPATEBIATNKMmEMmE 2=
£ Kk

2. BYE3TT e
ERBEBMXMEARERABAATLEBRNIAH
EBR KT EENRELDABRKE  BIEAERA

AR RS RIREDAEREMARIER - SEERALARS
NELDAZI MRS ER B K EEAATD LBER -

BRAETRAERALHELDANFMAGERAT ¢

Equity settled share-based transactions (cont’d)

Under the New Option Scheme, options to subscribe for a total number of
6,800,000 ordinary shares (7,412,000 ordinary shares for the six months period
ended 30 June 2004) were granted by the Company 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 the Company during the
period from 13 June 2007 to 12 June 2015 at the exercise price of HK$2.925
per share, being the closing price of the ordinary shares of the Company as
stated in the daily quotations sheet of 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 ordinary shares (420,000 ordinary shares 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 ordinary shares (13,750,000 ordinary shares as at
30 June 2004) remained outstanding but none of them were exercisable on
30 June 2005 (2004: Nil).

Cash settled share-based transactions

CITIC Ka Wah Bank Limited (“CKWB"), a wholly owned subsidiary of the
Company, has offered Equity Linked Deferred Award (the “ELDA") to the
eligible employees of CKWB and certain directors of the Company (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 ordinary shares of the Company notionally subject
to ELDA by the lower of:

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

2. HK$3.00.

The Eligible Persons do not entitle to receive any payment pursuant to the
ELDA if the closing price of the ordinary share of the Company as stated in the
daily quotations sheet of the Stock Exchange on the maturity date falls below
the ELDA price. No ordinary shares of the Company 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:

ELDA% B% B% {8

(#&7T) ELDAFiS RV EERE B
#FAHY ELDA price per share Number of ordinary shares
Offer date (HKS) notionally subject to ELDA
16/04/2004 2.55 5,360,832
24/03/2005 2.00 6,931,093
| Total: 12,291,925
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Unaudited

20 BER AR R
() RHARRKIE
UTREEIENHAMRALANSE

(20) Off-balance Sheet Exposures
(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each

B significant class of contingent liabilities and commitments:
*KME
The Group

—ETEHEF —FRMF

~A=+H +ZA=+—H

As at As at

30 June 2005 31 December 2004

BERETRT BT IT

HK$’000 HK$'000

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

HESEBNXBEIER Trade-related contingencies 1,089,160 1,165,944

EHABRER Forward forward deposits placed 435,283 -

H A A& Other commitments:

—RE B BAEIEL TR — with an original maturity of under 1 year or

GIE:3ELeEEE | which are unconditionally cancellable 12,415,460 10,576,584

—REWAE1FESRULE — with an original maturity of 1 year and over 517,498 588,078

15,476,982 13,273,968

56

NEEERAERHEEEEENTARE  E4hE
EALERE - GHAE RECEMERRX
- PRNERER FRATFREEFTL R
NiEERBRER - @itk ELXZLERNEE
M~ AREERERRBERERITERER
HE - GRSHEREAHNDERNERER
PR MEAERBRNEE - HRNEEZE A&
EEEARREN A - AR STEWIETAHRIR
REMRE -

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.

FEEESRZEKRER AR | CTC International Financial Holdings Limited



FHIBT R EME (@)

REER

Notes to the Interim Financial Report (contd)

Unaudited

Q) FEABRINRARE =)
(b) FTETR

METARERE-HENZHEREENIER
WEERETEEENYE RN -

UTRAERERBETENMAETENEAESR
M

(20) 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
ZEZEENAZTH ZZEMETZA=+—H
As at 30 June 2005 As at 31 December 2004
x5 i o] R ESp RE
Trading Hedging Total Trading Hedging Total

#BFT B%TxT BRETRT EBBTR EETT A%Tx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

EEEH Exchange rate contracts
BEHRS Forwards

EBRZ Swaps

EPN:iL Options purchased

g il Options written
flEaH Interest rate contracts
EHRRZRAERS Forwards and futures
EBRZ Swaps

EPN:L Options purchased

g il Options written

A3V A-g o] Equity contracts
BEAHRE Options purchased

g il 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

DENRZEAREBEIMNE - MREESFTHS
BT - BETENEEZSEREBNRFENR
2 - WIFEREER -
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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
(00 RERB/RILARE =) (20) Off-balance Sheet Exposures (cont'd)
(0 AEECLAEESERMEBNEERRLE (c) Thereplacement costs and credit risk weighted amounts of the above

SRBRMESENT - RAY/FEE - AEEY
BAFAREFRLINEENSED - YT

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:

*5KE
The Group

—EZTRAFXNA=1+H
As at 30 June 2005

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

EE R EERR

hmiEgsE mESE

EERF Credit risk FEERAR Credit risk

Replacement weighted  Replacement weighted

cost amount cost amount

BETRT BETT BT T AT

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

NEEENAIE Contingent liabilities and commitments FiER N/A 1,187,968 ~E A N/A 1,072,223
EXAX Exchange rate contracts 103,844 95,575 119,532 66,096
FI R EGH Interest rate contracts 277,925 91,965 325,439 105,037
A& £ Equity contracts - 82 1 46
381,769 1,375,590 444,972 1,243,402
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EERAREEEMARTEMNERALEEE
NEHMEA » ReEFASEFIRERINEE -

FERBMESBRIERBE S (RITEGH)
BRERRBLRNME=FTIESTE  BUR
RENB—TNT BRI LB BENER - F
BERAENRRMNEHI%E100%AE » M
EX - MXRHMITAETESNAHIRE
50% K% o

TEERSRZERARA A

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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(00 RERB/RINARE =) (20) Off-balance Sheet Exposures (cont'd)

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

T£E

The Group
—EZThE ZEFM4E
XBA=+H +-—B=+—H
As at As at
30 June 2005 31 December 2004
BETT I
HK$’000 HK$'000

BRERITH : Authorised and contracted for:

BB EEE Tangible fixed assets 42,788 8,534

Hfth Others 49,364 15,160

92,152 23,694

BREEXRTH : Authorised but not contracted for:

BREEEE Tangible fixed assets 6,588 -

98,740 23,694
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Unaudited

Q) BERBOMHRE

DUTEEREERMHHEENRED -

(21) Assets subject to Sale and Repurchase
Transactions
The following assets and liabilities are subject to sale and repurchase

transactions:

x%E
The Group
—ZTREF ZERFMMLE
~NB=+AH +-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
ETAREEIHES Included in held-to-maturity securities

BRIE 1,718,176 2,909,158
ER AR HEFEAREH Included in available-for-sale securities 2,218,941 -
3,937,117 2,909,158

ERARTREMSR#E Included in deposits and balances of banks and
BARGEFERIER other financial institutions 3,551,911 3,113,297

Q) EXREALERS

60

A AEETEHBRRITEBBEPEA
REERAT RREERATNNEARET
TZERS  ARERBEEER - BXEEK
RZBEH - S2HEBEER - ERBFITRB M
ERS - BERZNANEERRBERET
R PRI TSR RME » WEERMEARE
BEMRXZHFREPNERER - EFER
R BERZRRIEEEERRET -

(22) Material Related Party Transactions

During the period, the Group entered into a number of transactions
with its ultimate holding company and the ultimate holding company’s
subsidiaries, in the ordinary course of its banking business including,
inter alia, lending, the acceptance and placement of inter-bank
deposits, participation in loan syndicates, correspondent banking
transactions and foreign exchange transactions. The contracts were
priced based on relevant market rates at the time of each transaction,
and were 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

QEXREALERS

(%)

A BEAERZOBEN _FRRE

ANAZTHEMERNT :

() A/ (ZH)

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

(a)

Information relating to income and expense from related party

transactions during the period and balances outstanding as at 30

June 2005 is set out below:

Income / (expense)

*%E
The Group
BEXA=+HIEXRER

Six months ended 30 June

—EZThE “EROF
2005 2004
BETT BT T
HK$’000 HK$'000
RSN N Interest income 4,527 4,669
FMEXH Interest expense (17,871) (7,820)
Hg A Other income 8,663 12,366
HibZ H Other expense (1,965) (1,048)
HEBMEATEIE Loss on disposal of an associate (6,155) -
(12,801) 8,167
(b) BHEERKRAT (b) Ultimate holding company
T£E
The Group
—EZThE “EROF
XBA=+H +-—B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
B2EER Deposits from customers 155,180 190,667
HiRIER &R Other accounts and provisions 55 9
155,235 190,676
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Unaudited
(2 EXHAEALEZS ) (22) Material Related Party Transactions (cont'd)
() ARMELR (c) Fellow subsidiaries
x%E
The Group
—_EThE “FFME
~A=+H +-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
HehEHES Cash and short-term funds 169,253 80,902
B BR R HEMRIER Advances to customers and other accounts less
ARG impairment allowances 255,534 -
B BR R HEMRIER Advances to customers and other accounts less
i provisions - 227,613
424,787 308,515
RITREMS KRS Deposits and balances of banks and other
BakEER financial institutions 83,473 80,917
BEER Deposits from customers 1,566,717 1,034,002
H b BRI M Eff Other accounts and provisions 1,108 385
1,651,298 1,115,304
(d) BELF (d) Associates
x&E
The Group
—EETREF “EFME
~NB=+H +-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
BRI K EAMRIER Advances to customers and other accounts less
T B e impairment allowances 343,628
BRI K EAMRIER Advances to customers and other accounts less
by provisions 144,507
B2EER Deposits from customers 1,669,026 1,383,378
H i IR 18 &% 4 Other accounts and provisions - 20
1,669,026 1,383,398
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Unaudited
(23)iEEFR IR (23) Deferred Taxation

() EHRHEERREERAR
BRANGREEEBRTELRREERAE
WHERAB/FECESMT

(a) Deferred tax assets and liabilities recognised

The components of deferred tax assets and liabilities recognised in
the consolidated balance sheet and the movements during the
period/year are as follows:

50
The Group
MERKM
BELEF
E REZ
RREEA BE
ERHE BR Fairvalue ~ W&
Depreciation i {E % adjustment 2% ne
allowances in Impairment on properties  Available- i & ¥
excess of related allowances ¥f§ andother  for-sale Cash flow Hit #a
depreciation  for loans  Provisions assets  securities hedge Others Total
BETT #B%TT SB%TT E%TT E%Tn #%Tn #%FTn ERTR
EERERE - Deferred tax arising from: HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1200551518 At 1 January 2005
-mEER - as previously reported 41,298 - (84,833)  (47,757) - - (2,262)  (93,554)
-AREMIANED - opening balance
BRAE adjustment in respect of
financial instruments - (57,023) 84,833 - 81,049 (1,639) - 107,220
Ef As restated 41,298 (57,023) - (47,757) 81,049 (1,639) (2,262) 13,666
GakBrMME/ Charged / (credited) to
(@) consolidated income statement (8,258) 9,193 - 2,758 - - - 3,693
BEfA RS (B Charged / (credited) to reserves - - - (1,550) (5,186) 2,077 - (4,659)
#2005%6R 30 At 30 June 2005 33,040 (47,830) - (46,549) 75,863 438 (2,262) 12,700
FR 200418 1 At 1 January 2004 51,047 - (89,558) (46,689) - - (2,262) (87,462)
FAMBRAME/ Charged/ (credited) to
(BMm) consolidated income statement (9,749) - 4,725 (1,068) - - - (6,092)
320045127318 At 31 December 2004 41,98 - (B4833) (@) - - Q26 (93554)
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(23)SEERIF (=) (23) Deferred Taxation (cont'd)
(a) BERPEHEEZERESERAR (2) (a) Deferred tax assets and liabilities recognised (cont'd)
%
The Group
—EZThE ZERFMF
XB=+H +-—B=+—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
FIELEHRIBEEE balance sheet (43,374) (93,562)
TEEEERERN Net deferred tax liability recognised on the
FIEERIEEE balance sheet 56,074 8
12,700 (93,554)
(b) FERZMHEERBEETE (b) Deferred tax assets unrecognised
AEERERVEEENREELNEEER The Group has not recognised deferred tax assets in respect of tax
118,558,0005T (ZFZF U4 : 106,225,0007T) © losses of $118,558,000 (2004: $106,225,000). Under the current
RBEBRITRBFEE  ZEREEBBNIEHE tax legislation, the expiry dates of the tax losses were as follows:
mE
*5%KH
The Group
—EThHF T ERE UL
~NB=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BETT BT T
HK$’000 HK$'000
R SE R E Expiring within 5 years 62,522 65,739
MEIEAH No expiry date 56,036 40,486
118,558 106,225
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