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Unaudited Supplementary Financial Information

(45 5 B B SF LUE W 7 B i)

(Expressed in Hong Kong dollars unless otherwise indicated)

(1) MBRAWEE (1) Summary of Financial Position

x&EME
The Group
—EZTREF “FFME
~NA=+H +ZA=+—H Z1t
(E®)
As at As at
30 June 2005 31 December 2004 Variance
(restated)
BETRT BT
HK$'000 HK$'000 %
ERMEBIR Loans and advances 43,613,033 42,921,282 1.61
BB IR E B Impairment allowances for loan and advances 717,813 R A N/A R A N/A
EREEEE Loan loss provision FiERAN/A 1,058,893 NiE B N/A
BERE Total assets 87,475,483 83,577,357 4.66
BB Total deposits 63,586,810 62,411,417 1.88
R %A Total equity 9,453,514 8,322,003 13.60
B 78 b 2 Financial ratios
BART R E - KK Capital adequacy — unadjusted* 16.36% 15.88%
ERHBERLEE Loans to deposits 68.59% 68.77%
ERHBEELE Loans to total assets 49.86% 51.36%
MEBRLE Property lending 38.07% 35.57%
B 2 Cost to income 51.35% A B N/A
BAHWALL XK CEFEE]) Cost to income (before goodwill) FiBAN/A 49.06%
BAE WA LEER CBFEZE%) Cost to income (after goodwill) FERAN/A 51.85%
EELREK Return on assets 1.42% 1.11%
HE 27 [B] 3R =K Return on equity 13.24% 11.21%
ORRHABREATEUEERESERARERN *  The unadjusted capital adequacy ratio is computed on the consolidated
FiEE  BRAQAAREETHBEARANSEBH basis covering the Company and certain of its subsidiaries as required by
BEE, WAREEBE@RITERINMER=1NEE the HKMA for its regulatory purposes, and is in accordance with the Third
E Schedule to the Hong Kong Banking Ordinance.
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Unaudited Supplementary Financial Information (cont'd)

(2 MEERAEETFER

(2) Capital Base after Deductions

—ZETHEF ZERFMF
AA=+AH +ZA=+—H
(E#)
As at As at
30 June 2005 31 December 2004
(restated)
BETT BT
HK$'000 HK$'000
BLESF Core capital
BT BERA Paid up ordinary share capital 3,197,859 3,194,153
gviingi=| Share premium 1,840,212 1,835,948
& Reserves 2,817,964 2,584,437
B e Deduct: Goodwill (1,007,749) (1,007,749)
BLOEFHRE Total core capital 6,848,286 6,606,789
EHREHES Eligible supplementary capital
TR TR E AR Reserves on revaluation of land and interests in land - 8,362
TR ENIEERS Reserves on revaluation of holding of securities not
A#EFNEBEMR held for trading purposes
AT H B # 320,259 -
BREEENGARERE Collective impairment allowances for impaired assets
KORE G and regulatory reserve 529,434 -
RIR—RER General provision for doubtful debts - 521,837
KABEEE Perpetual subordinated debt 2,100,678 1,943,589
BHBEEE Term subordinated debt 948,041 932,923
ceREMEFER Total eligible supplementary capital 3,898,412 3,406,711
HRREARMEEER Total capital base before deductions 10,746,698 10,013,500
HEFERRKIE Deductions from total capital base (959,149) (1,056,629)
MR AERETER Total capital base after deductions 9,787,549 8,956,871
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Unaudited Supplementary Financial Information (cont'd)

3) #BEHE (3) Segmental Information
x50
The Group
—EZRFEXNA=+AH EENE+ZA=F—H
As at 30 June 2005 As at 31 December 2004

BEE BaR
HEE HAR BHAR (BR) (BR) HEEE
Total Total Contingent Total Total Contingent
assets liabilities liabilities assets liabilities liabilities

(restated) (restated)
BT BT BT BETT BETT BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0 Hong Kong 86,916,762 72,999,883 15,001,539 83,004,397 70,380,944 12,921,806
H Mainland China 941,058 467,513 3,353 690,143 322,158 -
S United States 1,459,916 1,380,682 472,090 1,742,424 1,674,194 352,162
Hit Others 683,625 683,625 - 466,479 466,479 -
B AR Less: Inter-segment items (2,525,878) (1,980,516) - (2,326,086) (1,864,317) -

87,475,483 73,551,187 15,476,982 83,577,357 70,979,458 13,273,968

i@ ATz ER ZRIERBE AT EA The above geographical analysis is classified by the location of the
AT EBZEBAEMETFLUES - principal operations of the subsidiaries or branches of its subsidiaries.
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Unaudited Supplementary Financial Information (cont'd)

(3) #EBEHE (&) (3) Segmental Information (cont'd)
*5E
The Group
—EERFXRA=1+H “FEFNFE+ZHA=+—H
As at 30 June 2005 As at 31 December 2004

BMEAER BHAE S

BR2® PSEEN

ER2R Overdue BRI Overdue

Advances to loans and  Advances to loans and

customers advances customers advances

B¥ETT BETT BT T BT IT

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

a5 Hong Kong 35,657,925 1,131,531 34,431,875 1,314,119
==]E Mainland China 5,903,753 597,297 5,899,197 596,904
ES United States 717,752 50,610 714,454 50,620
Hfth Others 1,117,836 55 1,627,189 363

43,397,266 1,779,493 42,672,715 1,962,006

T BEMEAINMNENE RS R —HT#E The above geographical analysis is classified by the location of the
WES > RREBREERTEN - HEXFZHHR counterparties after taking into account the transfer of risk. For a
EREI RN — 5 FEIERNERRE R EEE claim guaranteed by a party situated in a country different from the
RITNERKRIER - counterparty, risk will be transferred to the country of the guarantor.
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Unaudited Supplementary Financial Information (cont'd)

(4) EREX-RITRBS

(4) Advances to Customers - by Industry Sectors

5%
The Group
ZEZREXAB=+AH “EENE+"A=+—H 21
As at 30 June 2005 As at 31 December 2004 Variance
BT BT
HK$'000 % HK$'000 % %
AREBNER Loans for use in Hong Kong
TARESRA Industrial, commercial and financial
-MERRE — Property development 333,413 0.77 350,668 0.82 (4.92)
—WELE - Property investment 4,976,023 11.47 4,313,945 10.11 15.35
-$RR - Financial concerns 2,507,854 5.78 2,702,487 6.33 (7.20)
-BELL - Stockbrokers 83,208 0.19 39,835 0.09 108.88
e — Wholesale and retail trade 2,094,413 4.83 2,000,654 4.69 4.69
—HEx - Manufacturing 3,009,046 6.93 3,372,328 7.90 (10.77)
-ERRESR ~ Transport and transport
equipment 5,410,146 12.47 5,404,016 12.67 0.11
—HEfh - Others 3,446,885 7.93 3,690,455 8.65 (6.60)
A Individuals
-BABEBEHEEHE ~ Loans for the purchase of flats
MAREWMSHER under the Home Ownership
BEFARBEELE 2 Scheme, Private Sector
BRUNER Participation Scheme and
Tenants Purchase Scheme 17,559 0.04 19,394 0.05 (9.46)
—BAHMEBNENER ~ Loans for the purchase of
other residential properties 11,211,016 25.83 10,512,764 24.64 6.64
- EREB; — Credit card advances 527,762 1.22 538,041 1.26 (1.91)
—Hith - Others 1,215,626 2.80 1,161,561 2.72 4.65
EoRE Trade finance 2,814,407 6.49 2,287,943 5.36 23.01
ARSI ENEES Loans for use outside Hong Kong 5,749,908 13.25 6,278,624 14.71 (8.42)
43,397,266 100.00 42,672,715 100.00 1.70
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Unaudited Supplementary Financial Information (cont'd)

(5) BEIER2R (5) Overdue Advances to Customers
BFREE AR E The gross amount of advances has been overdue for periods of:
*5E
The Group
ZEZRERAZ+A EENFE+_B=1+—H
As at 30 June 2005 As at 31 December 2004
BRETRT BT IT
HK$'000 %* HK$'000 %*
—3EALLEE6@EA - 6 months or less but over 3 months 48,636 0.11 90,905 0.21
—6EAULEIE - 1 year or less but over 6 months 269,245 0.62 213,538 0.50
—1FEP - over 1 year 1,461,612 3.37 1,657,563 3.89
R Total 1,779,493 4.10 1,962,006 4.60
BEABIHBR Secured overdue advances 1,342,620 1,449,690
AR A HE R Unsecured overdue advances 436,873 512,316
1,779,493 1,962,006
FEERFABER Market value of collateral held against
ERRHHE the secured overdue advances 2,032,854 1,607,051
18 B 5 (B B Individual impairment allowances made 380,295
15 Bl S 4 Specific provisions made 473,671
LB FRFEEE * Based on total advances to customers
NRIFFAFANA=ZTARIEZTMOE+TA There were no advances to banks and other financial institutions which
=+—H AEELEAHEB=@E8NERT were overdue for over 3 months as at 30 June 2005 and 31 December
REA S RMBEERR - 2004.
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Unaudited Supplementary Financial Information (cont'd)

(6) HftiBHIT &

(6) Other Overdue Assets

x%E
The Group
—_EThE “FEOF
~B=+H +—-B=+—H
As at As at
30 June 2005 31 December 2004
BRTT BT T
HK$’000 HK$'000
BESEBESR The gross amount of trade bills
EmERE which has been overdue for:
—3@ALLEE6EAR — 6 months or less but over 3 months 1,198 2,565
HEZENESESE Held-to-maturity securities which
B have been overdue for:
—6B AU EE1EFE — 1 year or less but over 6 months 41,974 -
—1EME - over 1 year 15,546 15,549
57,520 15,549
(7) EERBR (7) Rescheduled Loans
*5E
The Group
—EZREXA=+H “EENFE+_B=1+—H
As at 30 June 2005 As at 31 December 2004
BETR BT
HK$'000 %* HK$'000 %*
BEEER Rescheduled loans 53,848 0.12 226,093 0.53
* ERFBRBETE * Based on total advances to customers
BEEGRTVIBR P R 7% R 8k AL D Hf Rescheduled advances are those advances which have been

ERMEETRREXNERENEZER
MBI BN GEREAEBM S WIF— R
ES 3/ ﬁlJrzﬁﬁE*&% R ERTVaHE
B={ERER LR GC)ERW B ER
B -

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

ZZETRFEFEHIRE | Interim Report 2005

restructured or renegotiated because of a deterioration in the financial
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) MEIH®E (8) Repossessed Assets
=EKHE
The Group
—EEREF BB
~NB=+H +Z-A=+—H
As at As at
30 June 2005 31 December 2004
BETT BT
HK$'000 HK$'000
EFARFEBRK Included in advances to customers and

HARIE A other accounts 228,162 309,332

(9) = M P
AEEREEE - FEERBBIINERNE
LERNERBBENT - ALER B ROAE
BIEREREBNBITHE SMERRERR,
(MA(BS) 6) AT 5 K 51 51 -

(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.

x5
The Group
—EERERA=TAH “FENE+"A=+—H
As at 30 June 2005 As at 31 December 2004
BER Equivalent in T AR% Hth #H8 e ARE Hith ek
BT T HK$'000 US dollars  Renminbi Others Total US dollars Renminbi Others Total
REEE Spot assets 26,559,694 872,968 4,759,497 32,192,159 28,674,000 757,264 4,981,384 34,412,648
RE&E Spot liabilities (26,590,278)  (174,241) (5,311,645) (32,076,164) (30,836,628) (134,181)  (4,656,405) (35,627,214)
RHEBEA Forward purchases 15,338,049 1,409 3,646,086 18,985,544 7,309,008 - 2,629,869 9,938,877
BREEH Forward sales (15,858,320) - (3,083,614) (18,941,934) (5,848312) - (2,943,565) (8,791,877)
HEEFEE Net options position - - = = 693 - (693) -
(J8)/REFE  Net (short)/long position (550,855) 700,136 10,324 159,605 (701,239) 623,083 10,590 (67,566)

HEEPEERREXNERETENE -

72

The net options position is calculated using the model user approach.
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Unaudited Supplementary Financial Information (cont'd)

(10) B A #E
BRERENEEEREARLERTRET AR
BRRERXZH AT ErER - HH
KBARNRME KR —T5(FHERIERERR
HEEERGTNESEREAD - BITHEHM S
BESTHEER R EZHLBEMZERN
RIESD - EBRERRELBEREEI0%IUL
FO {8 3 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 & R0 8818
Banks and LERE
other financial  Public sector Hth #E
institutions entities Others Total
BETT BETRT BRETRT BRETRT
HK$'000 HK$'000 HK$'000 HK$'000
#2005 6HA 30H As at 30 June 2005
FEUNEXE Asia and Pacific excluding
Hong Kong 8,656,793 181,635 7,036,829 15,875,257
HamM of which Australia 3,061,682 723 60,213 3,122,618
HpdE of which Mainland China 2,688,619 180,407 6,487,222 9,356,248
B EX 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
HpxH of which United Kingdom 2,706,723 626 1,438,922 4,146,271
20044 12831H As at 31 December 2004
BB BKRE Asia and Pacific excluding
Hong Kong 6,765,626 201,643 7,552,627 14,519,896
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 6,712,491 9,109,104
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
H AT 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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Unaudited Supplementary Financial Information (cont'd)

(1) REER

0}

(i)

74

EREZRMEENZIEE  AEEEAT
FERERT(THERE) EESANMEAR -
PERELA_FSFTONFE-—FTEAR KL TA
RERE  EEMBERREREN  BEKHE
FE - -TERFE - UBKEEES mEAR -
RRBE - FEREMERE -

EREREE
EERRBREEFARZHFAERETHERE
FTEBMEL - AEERERE - KEAER
MEEEMAREERR - AEEHE—KP
NEERREERIARYZEFEEMA R
BENEARLEREL - ELEARTEREES
BERAXBEL LBRBREESRERINEE
MBRERFEITHNER A LERENYEE
RE -

FEETHEFERRERRETR - EEH
ERABRTHBENBIIMEMNTEN - A&
E—RRRERANRRES - BEFRBRLE
REEM  DETEERRE - RS
EEERERAMEHNEANHENER -
FEETREEEEAANRENER - THER
WEAMMREEEEELAS LHNEREE » L
BRERAVBDED -

AEERBEERNENEERRFMAMEZEST
8l LEREERRSIEENTME - BN
ez EENEZELREENER -

BRENBATDNBENDEERBHRE B
ERENEREBMAKERTEEELAT
EERBRNEME -

nBEeEEER
BREAMEREERMETEEZRBESL
KPS AEBLEREESREZERT
ENRBEBRENAGE - Blt » AEBRRTY X
PHRDHESEE  KEUMBTENRER
FRBRERBREEHARHT EHFQ B
#FoLUEMRBES -

(11) Risk Management

0}

(i)

TEERSRZERARA A

The Group manages various types of risk mainly through CITIC Ka
Wah Bank Limited (the “Bank”) under the delegation and close
supervision of the Board. To centralize all its risk functions, the Bank
combined all the risk management units in the first quarter of 2004
to form the Risk Management Group that consists of group credit,
retail credit, inter-bank credit, market risk, risk policies, control and
administration functions.

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 Group is exposed to
credit risk through its lending, trading and capital markets activities.
The Group defines the credit exposure to a customer as the amount
of maximum potential loss arising from all these activities. These
exposures include both on- and off-balance sheet transactions,
including unfunded lending commitments such as loan commitments,

letters of credit and financial guarantees.

The Group's credit risk management practices are designed to preserve
the independence and integrity of the risk assessment process. The
Group assesses credit risk based upon the risk profile of the borrower,
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.

Through entering into services agreements with subsidiaries and
associated companies, the Risk Management Group of the Bank is
also entrusted with the responsibilities to manage credit risk for these

companies.

Liquidity risk management

The Group must be able to meet all customer claims in both normal
and emergency circumstances besides meeting all regulatory
requirements and complying with statutory liquidity ratios. To adopt
a proactive liquidity management, the Group has issued long-dated
certificates of deposit regularly and has also arranged re-purchase
agreement facilities on its liquid investment portfolio.

| CITIC International Financial Holdings Limited
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Unaudited Supplementary Financial Information (cont'd)

(1) RIEER )
(i) THRBEE

AEBEHERRIERGNERE AR
ERBNEZHRTRRERRcHSARE
BEVER BBREEEEBER BHPTEE
ENBRERMBBE L PERENMEIRZA
EHISERMNF O - 5 EREE S A AIE
RI5ER MG EEE 2 B 5 8 RER N E kb 8U=
EFRER -

REENEMIFE AR TFEETENREEAR
BEREH -

BE_FFTAEAA=THLEARER  £5H
FIEEMAXERESEES  FIHBERER
#7,0007T - BEHEEREFNTHIE RSN
908,0007T - TEIBMARAKE ZEHHEER
MEZEFTHE -

(11) Risk Management (cont'd)

(iii) Market risk management

The Group's major market risk exposure rested with the Bank and all
establishment limits are monitored by the Market Risk Management
Unit (“MRM") under Risk Management Group of the Bank. 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.

Other subsidiaries of the Group have also engaged in investments
albeit in relatively smaller magnitude.

For the half-year ended 30 June 2005, the average daily profit and
loss from the Group's trading activities in interest rate risk was a gain
of $7,000. The average daily total mark-to-market profit and loss
was a gain of $908,000. The figure below shows the histogram of
the Group's daily mark-to-market profit and loss.

Z2BRLeF (—REXR) HRANSXTERAERIEASHE
Daily Distribution of Mark-to-Market Revenue for the Half Year of 2005 (Jan-Jun)

ES

Number of Days

-8.5-80-75-7.0 -6.5 -6.0 -55 -5.0 -4.5 -4.0 -3.5 -3.0 -2.5 -2.0 -1.5 -

1.0 -0.5 0.0 0.5 1.0 15 2.0 25 3.0 35 40 45 50 55 60 65 7.0 75 80 85 9.0

WA (BREET)

Revenue (HK$ million)

#t FEFTR - 8 HEEBE&RKIERS,606,0007T
e BB AR AER%8,823,0005T * HAHXE
NUEEERER  AEEHEHEFERR
HRBIL7AR - AEBHPRE R EHHESR
B2 A FE0TTEA 500,000 2 & » £ HIBI10K -
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From the chart above, the maximum daily loss was $8,606,000 and
the maximum daily gain was $8,823,000. Out of the 121 trading
days for the period, there were 74 days with mark-to-market gains.
The most frequent results were daily gains between $0 and
$500,000 with the highest occurrence of 10 days.
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(1) RIEER &)

(iv)

(v)

(vi)

BExREREHE

AEENBRRHER —BIEENEARERRX
RASENEBRE URELAENELRTR
e oMb MWE()HRE - REBR
TERAFANACSTHRKARELR T RILE
516.36% @ ZENEEMNRELE -

FEENESRRESEXEERMAENAR
DETFEEARANEE - RESERNRE
ETHERBARNAXSERERZRART

HEHEE -

ShERMEEE
AEENMERRFEEMNERES - BER
2~ SNEBHRENBHINITNRBARNE
B NEEERFRTEREEENGEEH
ZEERE BE_FTAFEAA=THL
B A 19 8 B SMEE HiE A % 27,0007T ©

N

FERREE
FEEZNXERIERGNERE - PERE
EEEMGEHREEBNAZRRE  APHE
FENEEMEREERZEERZ - KAIXE
keRsXREMAR - WaxihRER - B
BEXEEMAEEECRABERR - EEK
EEEEZEERBETEX/HREER
HRXEGELMMEEEMN LZ2BH
- HPEZRENANZEARMMUEZ - RIFE
MERRE  NEFECRATMNETETA X
BEANXREY  HEERBBETHD -

(i) Rt R EE RERED
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BE-SBREAA=TALABR - PEE
BEEERARADS TREEEIHHTY
8 R EERRAFR64,0007 - TAHRHEEE
% BP9 E A B E A A R 58,0007 °
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Unaudited Supplementary Financial Information (cont'd)

(11) Risk Management (cont'd)

(iv)

(v)

(vi)

Capital adequacy management

The Group has structured and is maintaining a strong capital base to
support the development of the Group’s business and to meet
statutory capital adequacy ratios. As disclosed in note (1) above, the
Group's unadjusted capital adequacy ratio was 16.36% as at 30 June
2005, well above the statutory minimum ratio.

The Group allocates its capital to various business activities depending
on the risk taken by each business entity. 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 Group's foreign exchange risk stems from taking foreign exchange
positions, commercial dealing, investment in foreign currency
securities and operations of overseas branches and subsidiaries. The
foreign exchange positions are subject to exposure limits approved
by the Bank's Asset and Liability Management Committee (“ALCO").
The Group's average daily foreign exchange trading profit and loss
for the half-year ended 30 June 2005 was a gain of $27,000.

Interest rate risk management

The interest rate risk for the Group comes mainly from the Bank.
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 the Bank’s 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.
The Bank’s ALCO reviews interest rate risk of its 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

TEERSRZERARA A

For the half-year ended 30 June 2005, CITIC International Assets
Management Limited has equity trading and commaodity trading in
futures with an average daily trading profit of $64,000 and $58,000
respectively.

The Group, by itself and via the Bank, has also invested part of its
excess liquidity into external funds to enhance the return and the
average daily mark-to-market profit and loss for the half-year ended
30 June 2005 was a gain of $841,000.

| CITIC International Financial Holdings Limited
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Unaudited Supplementary Financial Information (cont'd)

(1) RIEER =)
(vii) B RERBETE

(11) Risk Management (cont'd)

(viii) Operational risk management

FEEEREENEERZEE RN ERENE
BRLERZEGRBHEXBRERR -E8%
EeRAEENMENBARTEELLEH
FEBTZNBARRENERBERMAITT
Al - 2ELERREENREBREREZES
TRVEBRFEBENRBELPINIEEF
NEREE  EELERZEGNHP—ER
BREMUEMER - ERMNFEEHAAPER
EMRBRIFBUR - REBFREFMHHRE
FHNEEFTE -

FEENEBRELMBRERANLEFNARTZE
WA~ B~ R - ABSIMERRTER
BIEK - WRITTMES @ XFBERERARIL AL
- MFMBERRBRIFAREMAIIRBT A
KNERAMELEMMNEE  LEAREEE
BREABNFTE - BHEREXBREMERA
FREZ BHMAEREEEANMISTNE
ZEERE -

B PEREEBARAMAS ZEEBEXER
fERK - EhBeRE

- BFERLEREBRENRBENRER
F - LERITENEFECBRANNE
EMERE °

- AEADERBEMEE  RETIEREHN
BEIFTAFHESRNSE - WERE
THEEMSMERME -

- FMEFESMRS - DEREELE 0 Z
MEMIRBEZNFIEEEL - BF
BRI EMXE -

—  SERTEMUREDFEOEETE R
5% 15 B4 0 B Sk AFT E BO A ) A
B - ZIRIE AR R iR RIS
BRI R R RS -
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The Group manages its operational risk through the Management
Committee at the Group level and the Operations & Control
Committee at the Bank level. The Management Committee ensures
that all the subsidiaries are operating properly and managed in
accordance with pre-set risk policies and procedures of the respective
subsidiaries. The Operations & Control Committee 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 Group 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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Consolidated Balance Sheet at 31 December 2004
Reconciliation of HKGAAP and HKFRS
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Effect of Opening
changes in balance
As at accounting As at adjustments As at
31 December  policies (except 31 December for HKAS 32 & 1 January
2004 HKAS 39) 2004 HKAS 39 2005
As reported As restated As reported
BB BB BB BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
gE Assets
REREHES Cash and short-term funds 8,345,790 - 8,345,790 - 8,345,790
—BA%EHN Placements with banks and
BITREME other financial institutions
BMBBEER maturing after one month 364,307 - 364,307 - 364,307
EHZBERER Trade bills less provisions 246,081 - 246,081 2,486 248,567
RENEIE Certificates of deposit held 1,366,315 - 1,366,315 - 1,366,315
BRERIRB Securities measured at fair
NFEEZES value through profit or loss - - - 4,739,053 4,739,053
HihBHKE Other investments in securities 3,968,263 (14,745) 3,953,518 (3,953,518) -
REBHREMKRE Advances to customers and
other accounts 43,323,300 - 43,323,300 398,528 43,721,828
A EES Available-for-sale securities - - - 6,322,122 6,322,122
HEZIBES Held-to-maturity securities 22,254,992 - 22,254,992 (6,309,110) 15,945,882
REES Investment securities 39,841 - 39,841 (39,841) -
- PNEIL - Eid Interest in associates 1,312,357 22,085 1,334,442 2,577 1,337,019
(5 Goodwill 1,007,749 - 1,007,749 - 1,007,749
BERBEERE Deferred tax assets 93,562 - 93,562 (51,107) 42,455
BREEEE Tangible fixed assets 1,247,460 - 1,247,460 - 1,247,460
BERE Total assets 83,570,017 7,340 83,577,357 1,111,190 84,688,547
ERRAR Equity and liabilities
BITREMER Deposits and balances of banks and
BEERLER other finandial institutions 3,555,852 - 3,555,852 - 3,555,852
BEBER Deposits from customers 55,451,727 - 55,451,727 - 55,451,727
ERTERE 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
ERTUAKRES Convertible bonds issued 1,399,384 - 1,399,384 (140,685) 1,258,699
RTHE Current taxation 6,446 - 6,446 45,933 52,379
RERIEEE Deferred tax liabilities 8 - 8 56,113 56,121
HiRER &R Other accounts and provisions 1,287,861 (4,308) 1,283,553 280,630 1,564,183
AfERE Total liabilities 70,983,766 (4,308) 70,979,458 239,681 71,219,139
[EEN Share capital 3,194,153 - 3,194,153 - 3,194,153
LG Reserves 5,116,202 11,648 5,127,850 643,087 5,770,937
BERELT Total equity attributable to
L §:30 1 equity holders of the parent 8,310,355 11,648 8,322,003 643,087 8,965,090
"BEF Loan capital 4,275,896 - 4,275,896 228,422 4,504,318
e Total 12,586,251 11,648 12,597,899 871,509 13,469,408
EaRAREH Total equity and liabilities 83,570,017 7,340 83,577,357 1,111,190 84,688,547
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Consolidated Balance Sheet at 30 June 2004
Reconciliation of HKGAAP and HKFRS
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As at
30 June 2004
As reported
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Effect of changes
in accounting
policies

(except HKAS 39)
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As at
30 June 2004
As restated

BT IT BT T BT T
HK$'000 HK$'000 HK$'000
gE Assets
RekERES Cash and short-term funds 6,102,919 - 6,102,919
—EAEBIBMNRITR Placements with banks and
HitemigE TR other financial institutions
maturing after one month 174,239 - 174,239
B2 RBREE Trade bills less provisions 185,671 - 185,671
FEMNERE Certificates of deposit held 1,787,584 - 1,787,584
HmESKRE Other investments in securities 4,352,912 (14,843) 4,338,069
BEBR N HEMIRE Advances to customers and
other accounts 40,855,895 - 40,855,895
HRBEEINHES Held-to-maturity securities 22,544,755 - 22,544,755
KEES Investment securities 39,979 - 39,979
/NS £ Interest in associates 1,259,271 21,221 1,280,492
Gk Goodwill 1,047,419 - 1,047,419
RIERIBE E Deferred tax assets 80,931 - 80,931
EFEEEE Tangible fixed assets 1,333,609 - 1,333,609
HE#T Total assets 79,765,184 6,378 79,771,562
EaRAR Equity and liabilities
RITREMS KIS Deposits and balances of banks
ERkEE and other financial institutions 3,748,533 - 3,748,533
BEHER Deposits from customers 56,758,356 - 56,758,356
ERTERE Certificates of deposit issued 4,507,819 - 4,507,819
ERTABRKES Convertible bonds issued 1,403,936 - 1,403,936
RATHIA Current taxation 81,990 - 81,990
EIERIBEE Deferred tax liabilities 15 - 15
HWRIE & &4 Other accounts and provisions 931,662 (1,850) 929,812
AfRER Total liabilities 67,432,311 (1,850) 67,430,461
& Share capital 3,193,278 - 3,193,278
(=X Reserves 4,849,791 8,228 4,858,019
BERBLAFIEGHEA Total equity attributable to
equity holders of the parent 8,043,069 8,228 8,051,297
BHEEF Loan capital 4,289,804 - 4,289,804
B Total 12,332,873 8,228 12,341,101
REaRARER Total equity and liabilities 79,765,184 6,378 79,771,562
—EEREERYBE | Interim Report 2005 79



BE-—SZENE+-A=+—HZ2H&_WER

BELARGHRANEFTEV B RELL ZH K

fy i =
Appendix 3

Consolidated Income Statement for the year ended 31 December 2004
Reconciliation of HKGAAP and HKFRS
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For the year ended
31 December 2004
As reported
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Effect of changes
in accounting
policies
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For the year ended
31 December 2004
As restated

BT T BT IT BT T
HK$'000 HK$'000 HK$'000
2N Interest income 2,241,410 - 2,241,410
F B H Interest expense (767,953) - (767,953)
RSN N Net interest income 1,473,457 - 1,473,457
EZREESBA Fees and commission income 461,307 - 461,307
EREASZE Fees and commission expense (26,880) - (26,880)
Hib& & WA Other operating income 248,551 (1,409) 247,142
IR B A Non-interest income 682,978 (1,409) 681,569
KEWA Operating income 2,156,435 (1,409) 2,155,026
&L Operating expenses (1,117,485) - (1,117,485)
RETEHBBIR S 5 A Operating profit before provisions 1,038,950 (1,409) 1,037,541
RIBIRER Charge for bad and doubtful debts (78,065) - (78,065)
KR Operating profit 960,885 (1,409) 959,476
HEEFEEEEFHA  Net profit on disposal of tangible
fixed assets 11,862 - 11,862
ERRENEFER Net surplus on revaluation of
investment properties 7,555 - 7,555
BERZIHELSEMERIE  Provision written back on
held-to-maturity securities 9,682 - 9,682
EEENERIEEEES Impairment loss on goodwill (9,502) - (9,502)
FrihBte /AR A BEIE  Share of profits less losses of
associates 75,978 4,287 80,265
5 B v A Profit before taxation 1,056,460 2,878 1,059,338
IE Income tax (155,491) (292) (155,783)
keS| Profit after taxation 900,969 2,586 903,555
AEBR : Attributable to:
BARKREER Equity holders of the parent 901,339 2,586 903,925
DB R B 2 Minority interests (370) - (370)
900,969 2,586 903,555
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Consolidated Income Statement for the period ended 30 June 2004
Reconciliation of HKGAAP and HKFRS

BE_ZTNAE
ANA=+H
2 AE R

For the
period ended
30 June 2004

As reported
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Effect of changes
in accounting
policies
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For the
period ended
30 June 2004

As restated

BT T BT T BT
HK$'000 HK$'000 HK$'000
F B WA Interest income 1,102,019 - 1,102,019
F BT H Interest expense (322,271) - (322,271)
ARV N Net interest income 779,748 - 779,748
EREASBA Fees and commission income 216,860 - 216,860
ERRAeIE Fees and commission expense (16,213) - (16,213)
Hih & & WA Other operating income 36,143 - 36,143
IR B A Non-interest income 236,790 - 236,790
BEWA Operating income 1,016,538 - 1,016,538
"reEHH Operating expenses (495,917) - (495,917)
RETZE R B AS & ik A Operating profit before provisions 520,621 - 520,621
RERER Charge for bad and doubtful debts (38,075) - (38,075)
KRR Operating profit 482,546 - 482,546
HEEFEEEEFHA  Netprofit on disposal of tangible
fixed assets 8,895 - 8,895
BAERRYBLHEMEEIE  Provision written back on held-to-maturity
securities 80 - 80
Frib B e /AT % ABEIE  Share of profits less losses of associates 22,374 1,980 24,354
G| Profit before taxation 513,895 1,980 515,875
IE Income tax (91,127) (356) (91,483)
keS| Profit after taxation 422,768 1,624 424,392
AEBR : Attributable to:
BT KRR Equity holders of the parent 423,138 1,624 424,762
DB R 2 Minority interests (370) - (370)
422,768 1,624 424,392
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