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Notes to the Interim Financial Report - Unaudited
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(Expressed in Hong Kong dollars unless otherwise indicated)
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Basis of Preparation

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 authorized for
issuance on 17 August 2006.

The interim financial report has been prepared in accordance with the
same accounting policies adopted in the 2005 annual financial
statements.

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 2005 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 58.

The financial information relating to the financial year ended
31 December 2005 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. Statutory financial statements
for the year ended 31 December 2005 are available from the
Company'’s registered office. The auditors have expressed an
unqualified opinion on those financial statements in their report dated
9 March 2006.
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(a) HBESS

2. Segment Reporting
(a) By geographical areas

BEAA=+HLAEAR

Six months ended 30 June

—EERE —ETREF —ETRE —ETRHEF
2006 2005 2006 2005
EEEBH
BanEFl/
(E518) EEFEBY
Profit/(loss) T A0 % F
from ordinary Profit from BEUWN mE A
activities before  ordinary activities Operating Operating
taxation before taxation income income
(E#)
(restated)
EETT BET T EETT BT T
HK$’000 HK$'000 HK$’000 HK$'000
BB Hong Kong 563,171 809,259 922,588 937,388
aellE Mainland China 12,747 1,137 27,633 9,360
=S USA 15,598 13,672 33,302 26,774
Hh Others (1,438) - 4,869 -
o > EPEIEER  Less: Inter-segment items 81 - 81 -
590,159 824,068 988,473 973,522

FEEBNEN/ (BE) &2

BT ATh 2 2 E

i M) B ¥ 46,087,000 (ZEZERHF + B

12,304,0007T) °

RIE(ER B E

ADEI1RE R-BTREF

NAZTBRZAEBERTRBESH D BRM

Bk & X ) g AR ES 18 -
LR Oz B RIENEARRMEL

AZDTTMEEEBMALE TSNS -

EREFEETHRE

INTERIM REPORT 2006

Profit/(loss) from Hong Kong included share of profits of associates
amounting to HK$46,087,000 (2005: HK$12,304,000).

Share of an associate’s taxation for the period ended 30 June 2005

was reclassified to share of profits less losses of associates in

compliance with HKAS 1.

The above geographical analysis is classified by the location of the

principal operations of the subsidiaries or branches of its subsidiaries.

M



PR E M - fesx

Notes to the Interim Financial Report - unaudited

2. DEREER ) 2. Segment Reporting (contd)
(b) HEFBEIS (b) By business segments
REEFESRERMUBPITIAEE SRR - A The Group is principally engaged in the provision of banking and related
TRAREFZEBAEKIH financial services. The Group comprises the following main business
segments:
BERITER FERFEZERT X Commercial banking It mainly comprises banking business,
RIT R EEBIED - business which includes retail banking, wholesale
banking and treasury activities.
BEETIRED FERRFEEREAMTR Asset management It mainly comprises direct investment
BEZER - and distressed assets management.
TERITE FERFEPARTRES Investment banking It mainly comprises merchant banking
BIE o and fund management.
RO BLET FERFEMERTEEIE Unallocated It mainly comprises the premises and
5 AR TE 5% 9 BBV (E any items which cannot be reasonably
] IEE - allocated to specific business segments.
BEXA=+HLE<ER
Six months ended 30 June
—EERE —ETREF —EERE —ZEERF
2006 2005 2006 2005
EREHM
EEEBH 75 A4 il /
i v it # (E18)

Profit from Profit/(loss) FERN/ A/
ordinary from ordinary (E548) (Eﬂé!)
activities activities Operating Operating

before taxation before taxation income/(loss) income/(loss)
(E#)
(restated)
BETT BT T EETR BT T
HK$’000 HK$'000 HK$'000 HK$'000
B ERITED Commercial banking
business 445,433 773,441 988,336 925,533
BEETRER Asset management 21,863 44,601 17,249 62,290
T B RITHET Investment banking 45,698 22,028 - -
ROMER Unallocated 77,165 (16,002) (17,112) (14,301)
590,159 824,068 988,473 973,522
REBEERITER ﬁ}xﬁqﬂ?%% RIZEARIT Profit/(loss) from commercial banking business, asset management
%A/ (BB AR eE TSR A and investment banking included share of losses of associates
EEBEOT - HAE ’%389,00075&\ i amounting to HK$NIL and profits of HK$389,000 and
45,698,000t (—ZEZERF (ER) : FrEHE S HK$45,698,000 respectively (2005 (restated): share of losses of
A AIEEE10,501,00070 2k B B ERITER associates amounting to HK$10,501,000 and profits of HK$777,000
B 777,000 R EEEE R ER La and HK$22,028,000 respectively).
7 #£22,028,0007C K B IR B RITHEHS) °
12 FEEESMERBR AT CITIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



2. DEREER ) 2. Segment Reporting (contd)
(b) HEBEIS (&) (b) By business segments (cont’d)
BRE(EBGHEADE IR - RZZETAF Share of an associate’s taxation for the period ended 30 June 2005
NA=ZTHZAEEE AT IEE%)T DE AT was reclassified to share of profits less losses of associates in compliance
BB R RE FURE A - with HKAS 1.
3. FIRKA 3. Interest Income
BEAA=+BHLAER
Six months ended 30 June
—EBERE —EERF
2006 2005
BETT BT T
HK$'000 HK$'000
Wi Listed securities 256,964 184,656
ELWEE Unlisted securities 238,105 289,222
Hh Others 1,479,171 815,491
1,974,240 1,289,369
HE_TTXNFNAZTHILEHRE  EMFE Other interest income includes the amount of interest income accrued
WABERESBEEN BT WA BE on impaired financial assets of HK$6,450,000 (2005: NIL) and interest
6,450,000 (ZEZTHF : ) REFRE%EE income on unwinding of discount on impairment loan of
7 3R 8 Bl /9 F S A 8 24,236,000 (= F HK$24,236,000 (2005: HK$9,346,000) for the period ended
T HF : B¥9,346,0000T) ° 30 June 2006.
4. BRARRBEKA 4. Fee and Commission Income
HEXA=1+HIERER
Six months ended 30 June
—EBERE —ETRF
2006 2005
BETT BT T
HK$'000 HK$'000
ZERAS Bills commission 22,542 19,250
EELER RN Cards related income 16,122 16,051
—MRIRTT IR General banking services 23,244 18,191
R Insurance 35,582 33,455
RERGEHEHEREER Investment and structured
investment products 54,958 37,819
BER BEXRBEAER Loans, overdrafts and facility fee 102,829 75,197
Hh Others 305 194
255,582 200,157
TAFEFREME  INTERIM REPORT 2006 13
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Notes to the Interim Financial Report - unaudited

5. EXHBA

Net Trading Income

BEAA=+tHL<EAR

Six months ended 30 June

—EBERE —EERF
2006 2005
EBETT BT T
HK$'000 HK$'000
B & HMNE i Rk g 1B Gains less losses from dealing
in foreign currencies 70,083 31,221
BERGHABES Gains less losses from
i R B 18 trading securities 40,781 46,938
HMEBES s MRER Gains less losses from other
dealing activities (26,735) (31,243)
RHABEAENS WA Interest income on trading assets
—Fm — Listed 29,918 13,362
—3E kM - Unlisted 66,971 47,257
REBHEEEFNBESZH Interest expense on trading liabilities (2,089) (3,085)
ETRGABESR Dividend income from unlisted
& B A trading securities 16,119 5,446
195,048 109,896

6. EEABBERLURIRAFEEE 6.

Net Income from Financial Instruments

SRTRBFBA Designated at Fair Value Through
Profit or Loss
BEAA=+BHLAER
Six months ended 30 June
—ETRE —EERF
2006 2005
BETT BT T
HK$’000 HK$'000
el Net gains 54,269 84,356
FLEMA Interest income
— kW — Listed 18,110 16,177
B Interest expense (44,650) (47,486)
27,729 53,047

7. FEAUA

Net Hedging Income

BEARA=+tHL<EAR

Six months ended 30 June

ZBRRE —EERF

2006 2005

EETT BT T

HK$’000 HK$'000

DNEBEEE Fair value hedge 1,465 91

14
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8. HMEZWA 8. Other Operating Income

BEAA=+tHL<EAR

Six months ended 30 June

—EBERE —EERF
2006 2005
BETT BT T
HK$'000 HK$'000
Al HEFHFR B WA Dividend income from available-for-sale
financial assets
—SFEmE — Unlisted investments 3,097 4,107
BAWMEHESRA Gross rental income from investment
4AEE B 1 2,046,000T properties of HK$2,046,000
(ZFZTAF : B#943,0007T) (2005: HK$943,000)
B Sz S 5 12,0007T less direct outgoings of HK$12,000
(ZZZTRHF : B%27,0007T) (2005: HK$27,000) 2,034 916
H fth* Others* 12,576 46,429
17,707 51,452
*HE_ZTRFNA=ZTHIE EMBEER * For the period ended 30 June 2005, others included an income of
Wz 55 B E] & 4975 ¥ 37,600,0007T © HK$37,600,000 arising from the forfeiture of deposit paid by

counterparty.

—ZEZNEMHEMRSE  INTERIM REPORT 2006 15
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Notes to the Interim Financial Report - unaudited

9. HEXH 9. Operating Expenses

BEAA=+tHL<EAR

Six months ended 30 June

—BTRE ZETRHF
2006 2005
BETT BT T
HK$’000 HK$'000
(a) BEIRAE (a) Staff costs
FehEME THA Salaries and other staff costs 281,039 261,746
BARE P A Retirement costs 19,591 18,428
A B& 18 15 ) 32 Share-based payment expenses
—AREEMNSORG X H — Equity-settled share-based
payment expenses 2,223 2,469
—DLBRSEMNOHRGZH — Cash-settled share-based
payment expenses 4,455 2,959
307,308 285,602
(b) ITEE (b) Depreciation
MERZEINE Depreciation of property and
equipment
- RECERERENEE — Assets held for use under
operating leases 3,357 920
—HtEE — Other assets 50,651 57,366
54,008 58,286
(c) HMEZEXH (c) Other operating expenses
MERZBZH Property and equipment expenses,
(TBREE) excluding depreciation
—-WEHRS — Rental of property 35,583 25,660
—Hi — Others 30,804 35,032
Z BN B & Auditors’ remuneration 1,789 1,505
B & & Advertising 17,689 27,416
WA E - BRI & Communication, printing
X &R m and stationery 28,286 24,946
FERBEEER Legal and professional fee 4,666 7,747
Hity Others 50,679 33,727
169,496 156,033
EETHEE Total operating expenses 530,812 499,921

KESTHPRENZERGEESL 554
REHHES L BRAE 466,000 (ZEF £¢
7S ¥ 466,000T) REMEERESZ L (RIE
YT E) #5875 135,368,000C (CETRHEF ¢
5 5 25,333,0007T) °

Included in operating expenses are minimum lease payment under
operating leases of HK$466,000 (2005: HK$466,000) for hire of
equipment and HK$35,368,000 (2005: HK$25,333,000) for hire of

other assets (including property rentals).

16 FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



10. ZEWBRABIBIR

RERMERAINBROHAS -

10. Income Tax in the Consolidated Income

Statement

Taxation in the consolidated income statement represents:

BEARA=+tHL<EAR

Six months ended 30 June

—BERE ZTETHF
2006 2005
(E#)
(restated)
EETT BT T
HK$’000 HK$'000
EEHRE -FEBFNEHR Current tax - Hong Kong Profits Tax
BN AEE Provision for the period 81,307 95,450
BEFEDIEER (Over)/under provision in respect
([E48) /38 0 of prior years (747) 1,033
80,560 96,483
B E - BIBIE Current tax — Overseas
BN AEE Provision for the period 1,910 707
MEFEBEERE M Under provision in respect of prior years - 9
1,910 716
RIEH IR Deferred tax
T HEA RN Origination and reversal
Zr Kb of temporary differences 16,251 3,693
BIESET Total income tax expense 98,721 100,892

BB ST A B T8 51 B AR B s ) 1R B X
175%t 8 (HE_ZTZERF A
17.5%) « [WB AR R—HEHB AR 28517
BB - AR RS L T & 88 & R T

T RAR B A o

REBE(EESHEDF 15
NAZTRZMEBERRRASHOERM

8 & N B AR S 18 -

The provision of Hong Kong Profits Tax is calculated at 17.5% (six

A=+H1t: months ended 30 June 2005: 17.5%) of the estimated assessable

rates of taxation ruling in the relevant countries.

R-ZERF

compliance with HKAS 1.

TRXFEFEHRS  INTERIM REPORT 2006

profits for the period. Taxation for subsidiaries and branches of a
subsidiary outside Hong Kong is charged at the appropriate current

Share of an associate’s taxation for the period ended 30 June 2005

was reclassified to share of profits less losses of associates in

17
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Notes to the Interim Financial Report - unaudited

1. KB 11. Dividends
(@ K2 (a) Dividends attributable to the interim period
BEAA=+HILEREAR
Six months ended 30 June
—EBEARE —EERHE
2006 2005
EETT BT T
HK$’000 HK$'000
Tk ERR S Interim dividend declared
%5%%57 74 of HK$0.077 per share
(ZEZTRF : SRBE11.300) (2005: HK$0.113 per share) 246,516 361,358

RHI B I R T I R A R R AF

(b) ERPHZERREN L—MBFEERS

balance sheet date.

The interim dividend has not been recognized as a liability at the

(b) Dividends attributable to the previous financial year,

approved and paid during the interim period

BEARA=+tHL<EAR

Six months ended 30 June

—EERE —ETREF
2006 2005
BT BT T
HK$'000 HK$'000
25 Bz A Tk B Y Final dividend in respect of the financial
HE_ZEAF T _A=1+—H year ended 31 December 2005,
IEHMBRFEHRRE approved and paid during
BREE6L (B2 —=ZTmM4F the following interim period,
+ZRA=+—H : SRBE7.50) of HK$0.060 per share
(year ended 31 December 2004:
HK$0.075 per share) 191,872 239,636
RE-—WBRFEHEERRE - Final dividend in respect of the previous
BTEE (=312 IR 10 8 P & 52 B financial year on shares issued under
RIFERRESEMETREDY the Old Option Scheme subsequent
HRKRE to the balance sheet date and before
the close of the Register of Members
of the Company - 203
RE-—HMBFEEHEERE Final dividend in respect of the previous
BFEE =2 IR 8 P & A B financial year on shares issued under
BRI RE B PTEITRERN the New Option Scheme subsequent
HARRE to the balance sheet date and before
the close of the Register of Members
of the Company 202 -
192,074 239,839

18
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12. Bl &7

(a) BEREXEF
HE_ZTTXFAAZTHLEAEASERER
B REBEBN AR )R EE ST
B 491,621,000t (HE_TTRAF A=+
B IE/NE A - ##723,176,0007T) KD #1TY
A% B I - 15 813,199,247, 5500 (ZEZE H
4 : 3,196,526,236/%) 5t & o

(b) BEREFERA
HE-_SZNFANA=THIENEASRES
BIREREBRARABREREREARR Y
JE {535 F 78 #5510,659,000TC (B E — T R4
NA=THLEAMEA - B8 741,867,0000T) K&
BB AEBETHEELBARNTEELRER
7 3 i A% 0 #E 39 %13,528,158, 751k (=&
T HE : 3,523,868,3100%) 5t & -

13. Z%&E%ﬁﬁ&ﬁf&ﬁ%ﬂ%ﬁﬂ’ﬂ

12.

(a)

(b)

13.

Earnings Per Share

Basic earnings per share

The calculation of basic earnings per share for the six months ended
30 June 2006 is based on profit attributable to equity holders of the
Company of HK$491,621,000 (six months ended 30 June 2005:
HK$723,176,000) and the weighted average number of ordinary shares
of 3,199,247,550 (2005: 3,196,526,236).

Diluted earnings per share

The calculation of diluted earnings per share for the six months ended
30 June 2006 is based on adjusted profit attributable to equity holders
of the Company of HK$510,659,000 (six months ended 30 June 2005:
HK$741,867,000) and the weighted average number of ordinary shares
of 3,528,158,751 (2005: 3,523,868,310), after adjusting for the effects

of all dilutive potential ordinary shares.

Cash and Balances with Banks and Other
Financial Institutions

—EBERE —ETREF
~A=+H +=-A=+—H”
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’000 HK$'000
& Cash in hand 127,668 140,567
FRIBITHET Balances with the central bank 18,158 3,826
ERIT R RO e Balances with banks and
M1 authorized institutions 744,430 1,016,916
890,256 1,161,309
14. SRITREMBERBEBER 14. Placements with Banks and Other Financial
Institutions
—EBERE —ZTTHF
~A=+H +=-A=+—8”
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’000 HK$'000
FEH Maturing
——{@ERAA — within one month 7,103,593 4,543,004
—-—@AZE—FRK — between one month and one year 3,377,680 722,040
10,481,273 5,265,044
—ZEZNEMHEMRSE  INTERIM REPORT 2006 19
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Notes to the Interim Financial Report - unaudited

15. XS RAEEE 15. Trading Assets
—EBERE —ZETRHF
~A=+H +=-A=+—8”
As at As at
30 June 2006 31 Decembe( 2005
EBETT BT T
HK$'000 HK$'000
EBRES Debt securities 2,924,956 2,630,327
[ Equity securities 33,067 58,632
KEES Investment funds 3,364,953 3,555,926
B & % Treasury bills 99,339 -
REBEES Trading securities 6,422,315 6,244,885
METEMNERFEE Positive fair value of derivatives
(Fff 55 30(b)) (note 30(b)) 234,144 228,144
6,656,459 6,473,029
LEEHFHBETHRIBDOT : Issued by:
FROR BT o R R T Central governments and
central banks 100,525 557,841
N Y Public sector entities 16,488 16,525
RIT R E M S RS Banks and other financial institutions 546,238 315,702
TR Corporate entities 5,759,064 5,354,817
6,422,315 6,244,885
Lty Place of listing:
REB L™ ) Listed in Hong Kong 33,128 154,488
REBUIMNEE £ Listed outside Hong Kong 1,279,982 1,245,415
1,313,110 1,399,903
I Unlisted 5,109,205 4,844,982
“aE Total 6,422,315 6,244,885

20 FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



16. IEEBBBESURBRAEEED 16. Securities Designated at Fair Value Through

2 & Profit or Loss
—EERE —TERF
~A=+H +-A=+—8€
As at As at
30 June 2006 31 December 2005
EETT BT T
HK$'000 HK$'000
B %5 Debt securities 787,413 1,139,908
KEES Investment funds 38,125 -
825,538 1,139,908
LW EEHFETHRIBENT : Issued by:
hEEE Corporate entities 825,538 1,139,908
825,538 1,139,908
L E Place of listing:
RESE™M Listed in Hong Kong 545,943 656,545
REBUINEE T Listed outside Hong Kong 222,512 460,997
768,455 1,117,542
LM Unlisted 57,083 22,366
B Total 825,538 1,139,908
WEEABBBEARBRATEENEREE Financial assets are designated at fair value including financial assets
BREERNSITAETASNHEBITESRT AT with embedded derivatives or financial assets with the corresponding
NATFEEIRNERIEE - It REES derivative financial instrument. Also, investment funds are designated
WIEEN A FEEIREAREEHD EITIL at fair value through profit or loss as they are held for backing certain
HZEASHENBEBES  ERRBRIKER fund linked debt securities issued, thus eliminating or significantly
i = reducing the accounting mismatch.

—ZEZNEMHEMRSE  INTERIM REPORT 2006 21
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Notes to the Interim Financial Report - unaudited

17. ER &R R HEMARIE 17. Advances to Customers and Other Accounts
(a) ER2RRHEMRIERRERE (a) Advances to customers and other accounts less

impairment allowances

—EERE —ETREF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT
HK$’000 HK$'000
RPN ERE Gross advances to customers 46,469,915 42,961,697
B R E R Less : Impairment allowances
— & B EF A — Individual assessed (244,309) (274,021)
— (R B A — Collective assessed (248,852) (294,544)
45,976,754 42,393,132
AT R E M & B B Advances to banks and other
financial institutions 389,228 327,521
JESHF) B N EAb BR EURUR B 8 Accrued interest and other accounts
less impairment allowances 1,501,591 1,387,530
47,867,573 44,108,183
(b) BRITRESTHNERERDH (b) Advances to customers analyzed by industry sectors
ﬁi—‘é /}7’:5 TEEIPNEFPERSTZREBEES The following economic sector analysis is based on categories and
TR ([2ER)) EAMNSENESREL - definitions used by the Hong Kong Monetary Authority (the”HKMA”).
—EERE —ETREF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT
HK$’000 HK$'000
AREBNER Loans for use in Hong Kong
ITEkasmi Industrial, commercial and financial
X — Property development 294,287 410,595
—MEKE — Property investment 5,147,480 5,033,111
— 2@ - Financial concerns 3,073,600 2,355,699
—-BRELL — Stockbrokers 130,782 45,606
- HBERTEEES — Wholesale and retail trade 2,127,591 2,015,783
—BlEH — Manufacturing 2,752,262 2,813,124
—BHREBHRE — Transport and transport equipment 4,360,892 4,280,529
— H Al - Others 2,508,820 3,093,252
& A Individuals
- BAEREBEEE - — Loans for the purchase of flats under
AZERBLHEBMERE the Home Ownership Scheme,
EIRAEEEREE Private Sector Participation Scheme
ENVE: and Tenants Purchase Scheme 17,513 18,409
—BAEMEEMENER — Loans for the purchase of other
residential properties 11,565,542 11,416,704
—ZRAERX — Credit card advances 491,657 586,781
— HAh - Others 1,428,558 1,308,935
B oA Trade finance 3,383,416 2,789,104
BREBUIMNBEHER Loans for use outside Hong Kong 9,187,515 6,794,065
46,469,915 42,961,697

22 P REERESRIERERA CITIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



17. EFB R R HMERIE &) 17. Advances to Customers and Other Accounts

(cont’d)
(c) RIEEEFERRBXR (c) Impaired loans and advances to customers
—EBTRE ZTETHF
7~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
EETR BT T
HK$’000 HK$'000
BEEFERARBRERE Gross impaired loans and advances
to customers 1,255,015 1,170,839
18 5 R 1B B & 3T (4 Impairment allowance — individually
assessed (244,309) (274,021)
1,010,706 896,818
EEFPEREBK As a % of total loans and advances
BEONADL to customers
—EREBFRERRE — Gross impaired loans and advances 2.70% 2.73%
BEERRBREEZREARNAGRENTEF Impaired loans and advances are mainly individually assessed loans
BRI EBIFTEER - with objective evidence of impairment on an individual basis.

BRI R EEFEHREE@ERB &M Individually assessed impairment allowances were made to write down
R EEE (BREERREFRME) LREE the carrying value of the advances to the discounted value of future
2B REE - recoverable amounts, including the realization of collateral.
RIBERFNAAZTHAHR-ZEZRAF A There were no impaired loans and advances to banks and other

+—HB AEBETERTREMSREED financial institutions as at 30 June 2006 and 31 December 2005.

TNEE WS INTERIM REPORT 2006 23
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Notes to the Interim Financial Report - unaudited

18. At HH EESH

18. Available-for-sale Securities

—EBTRE —ZETRHF
~A=+H +-A=+—8
As at As at
30 June 2006 31 Decembe( 2005
BETT BT T
HK$'000 HK$'000
BEBRES Debt securities 5,607,186 5,790,022
fix = Equity securities 157,746 140,455
HEES Investment funds 77,674 77,551
B & % Treasury bills 198,218 -
6,040,824 6,008,028
VERERE§ Impairment allowance
— & R 5T — individually assessed (63,548) (62,068)
5,977,276 5,945,960
LEEHFHBETHRIBDOT : Issued by:
MR BT o R R T Central governments and
central banks 198,219 -
RITREM e RS Banks and other financial institutions 833,915 873,122
hEEE Corporate entities 4,945,142 5,072,838
5,977,276 5,945,960
LB Place of listing:
REBUINEE T Listed outside Hong Kong 4,637,552 4,731,439
JEET Unlisted 1,339,724 1,214,521
B Total 5,977,276 5,945,960
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19. FBEEINRRE 19. Held-to-maturity Investments

—EBERE —ETRF
~A=+H +=-A=+—8”
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$'000 HK$'000
B % Treasury bills 107,653 247,669
A ONFRE Certificates of deposit held 352,955 499,913
B 5 Debt securities 12,786,378 16,456,684
13,246,986 17,204,266
VERIZRG ¥ic] Impairment allowance
— {& Bl & — individually assessed (9,837) (9,983)
13,237,149 17,194,283
LW EEHFETHRIBENT : Issued by:
AR BT AR R T Central governments and
central banks 603,666 821,634
DA Public sector entities 796,890 1,136,047
RITREM e RS Banks and other financial institutions 9,903,653 13,269,677
hEEE Corporate entities 1,932,940 1,966,925
13,237,149 17,194,283
L E Place of listing:
RESEM Listed in Hong Kong 1,173,461 1,383,224
REBUINEE T Listed outside Hong Kong 4,241,579 3,478,078
5,415,040 4,861,302
I £ Unlisted 7,822,109 12,332,981
“a Total 13,237,149 17,194,283
EthHEHTE Market value of listed securities 5,247,457 4,826,519
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20. IERERE
AEBR-_ZTRF—AZKHETRERE
2325 ER TR L - I LA # 351,000,000
TLE W o W IEH & FTE 4 4978 226,700,0007T
HENE—_STRAFANAZTHRPERZAEH
Wz R AR o

AEBR-_ZETENFRATKEESE ERE
FE3SRERIE EISH T OABENL « 14 - 2 R 3IEFT
EEMMEES THSEAERMN - WABE
128,200,000 T & i o LLIE H & FTE A LB
46,500,000t FIFE — T T RNFRNA=1H
MRz AEB SR AER °

FEF R ARERLAER122,100,0007THE A & §2

20.

Property and Equipment

In January 2005, the disposal of Ka Wah Bank Centre, 232 Des Voeux
Road, Central, with sales proceeds of HK$351,000,000 was completed.
The Group recognized a gain of HK$226,700,000 in its income
statement for the six months ended 30 June 2005.

In May 2006, the disposal of Unit 9A on G/F, all units on 1/F, 2/F and
3/F and 8 car parking spaces on LG/F of Eastern Central Plaza at
3 Yiu Hing Road, Shaukeiwan, with sales proceeds of HK$128,200,000
was completed. The Group recognized a gain of HK$46,500,000 in
its income statement for the six months ended 30 June 2006.

In May 2006, the Group purchased 8/F, Tower 1, Lippo Centre, Admiralty,

hEHLH—REE -

21, RITR A EMBENERREE

with a purchase price of HK$122,100,000.

Financial Institutions

21. Deposits and Balances of Banks and Other

—EBERE —ETRF

~A=+H +=-—A=+—8

As at As at

30 June 2006 31 Decembe( 2005

EBETT BT T

HK$'000 HK$'000

AT TR KA TF Deposits and balances from banks 128,693 326,198
HiheMERENERRERF Deposits and balances from

other financial institutions 4,129,616 3,831,248

4,258,309 4,157,446

2. EFRHER 22. Deposits from Customers

—EBERE —ETRF

~A=+H +=-—A=+—8

As at As at

30 June 2006 31 Decembe( 2005

EBETT BT T

HK$'000 HK$'000

EERARERPER Demand deposits and current deposits 5,001,902 4,201,868

REFR Savings deposits 7,131,789 8,058,380

TEH - BIEA R B HA @ AN 17 3K Time, call and notice deposits 48,024,872 42,155,031

60,158,563 54,415,279
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23. X RAEAR

23. Trading Liabilities

—BERE ZTETHF
~A=+H +-HB=+—8
As at As at
30 June 2006 31 December 2005
EETT BT T
HK$’000 HK$'000
BHEER Short positions in securities - 217,904
METEMNBATFEEAE Negative fair value of derivatives
(B =% 30(b)) (note 30(b)) 516,778 443,233
516,778 661,137
24. BEITEMRE 24. Certificates of Deposit Issued
—BERE —TERF
~A=+H +-HB=+—8
As at As at
30 June 2006 31 December 2005
EETR BT T
HK$’000 HK$'000
BERBRES Designated at fair value through
AR A FEE profit or loss 2,478,952 2,785,924
FER 5 A E Non-trading 3,784,107 4,682,037
6,263,059 7,467,961

25 REEERRAMBIE

() REEBRRANFHBIES :

25. Income Tax in the Balance Sheet
(a) Current taxation in the balance sheet represents:

—EBTRE ZTETHF
~A=+H +ZA=+—H
As at As at
30 June 2006 31 December 2005
EETR BT T
HK$’000 HK$'000
REABEBNENERE Provision for Hong Kong Profits Tax
for the period 81,307 129,827
ENEHFER Provisional Profits Tax paid (34,203) (127,548)
47,104 2,279
LAEFENFETERS R Balance of Profits Tax provision
relating to prior years 47,092 46,335
94,196 48,614
BINTR TE A Provision for overseas taxation 2,488 1,864
96,684 50,478
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5. REEBBRAMHBIE =) 25. Income Tax in the Balance Sheet (cont'o)

(b) EERHNELHIEEEREE (b) Deferred tax assets and liabilities recognized
CEHRANGEAEAEABRPREERIE (BE)/ The components of deferred tax (assets)/liabilities recognized in the
BEMNEERRABAZEZHOT : consolidated balance sheet and the movements during the period are

as follows:

ERRH  THHE
BEMATE BHNAF

HERHE BERAZ BEERAZ
BRAEHINE B® Fair value  Fair value
Depreciation HW{EHE adjustments adjustments B
allowances in  Impairment for properties for available- i E¥ i
excess of related  allowances and for-sale Cash Hip pok ]
depreciation forloans  other assets securities flow hedge Others Total
BETT BETT BETT AETrT BETr BT AETL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEHERS : Deferred tax
arising from:
#2005 1818 At 1 January 2005 41,298 (57,023) (47,757) 78,191 (1,639) (2,262) 10,808
BAaBERN Charged/(credited)
WsE/ () to consolidated
income statement (14,689) 10,401 2,526 - - 1,594 (168)
HER Charged/(credited)

WaE/ (B E) to reserves - - 1,389 (10,403) 1,639 - (7,375)
720055 128318 At 31 December 2005 26,609 (46,622) (43,842) 67,788 - (668) 3,265
200651818 At 1 January 2006 26,609 (46,622) (43,842) 67,788 - (668) 3,265
FEWBERA Charged/ (credited)

W (2E) to consolidated

income statement (6,685) 6,623 16,567 - - (254) 16,251
fEERED Credited to reserves - - - (1,222) - - (1,222)
20065E6H 308 At 30 June 2006 19,924 (39,999) (27,275) 66,566 - (922) 18,294
—EBERE —ZETRF
~A=+H +=-—A=+—H
As at As at
30 June 2006 31 December 2005
EBETT BT T
HK$'000 HK$'000
TEEBBEBRERD Net deferred tax (assets) recognized

FIRERTE (BE) on the balance sheet (28,422) (42,201)
EEEABERERD Net deferred tax liabilities recognized

FELEHBEAE on the balance sheet 46,716 45,466

18,294 3,265
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25 PEEEBERAMPIE &) 25. Income Tax in the Balance Sheet (cont'd)

(c) RERBHNELEHIBEEE (c) Deferred tax assets not recognized
RN EBBB A ERER AR T AIEE B Al {E The Group has not recognized deferred tax assets in respect of
RARBEEERKENHRERT RS - BUARE cumulative tax losses of HK$98,097,000 (2005: HK$109,349,000), as
B ARERARAPEEENREEHBEEE RS it is not probable that future taxable profits against which the losses
#£98,097,0007T (ZZZ A : A% 109,349,000 can be utilised will be available in the relevant tax jurisdiction and
7T) o RIBIRITREIEG - ZEHIEEENE entity. Under the current tax legislation, the expiry dates of the tax
HBEWT : losses are as follows:

—EBTRE —TLTRHF

7~A=+H +-A=+—8

As at As at

30 June 2006 31 December 2005

EETT BT T

HK$’000 HK$'000

B 54 A EI ER Expiring within 5 years 38,774 50,026

B A No expiry date 59,323 59,323

98,097 109,349
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26. E|HAE o 26. Maturity Profile
LATEHETRRBREZBZEHNEIHA The following maturity profile is based on the remaining period at the
B £R T HIRE ¢ balance sheet date to the contractual maturity date:

—EEREFERA=1H

As at 30 June 2006
3EAA
BEA
EEFfEE SEAML 1EE
3 months or F1E E5F

ENBF{E3E less but not 1 year or Syears S5f&ELILE
4% Repayable  repayable less butover or less but After EFEHBEH
Total ondemand on demand 3 months over 1 year 5years  Undated
EETn BETx BETT EETT #BETT BETT #EETR
HK$'000 HK$'000 HK$’000 HK$'000  HK$'000 HK$'000  HK$'000

gE Assets
Be&REHRTR  Cash and balances with

Hith & B banks and other

T financial institutions 890,256 890,256 - - - - -
TERTREAM Placements with banks

STRBETX and other financial

institutions 10,481,273 - 10,033,700 447,573 - - -
EEES Trade bills 372,181 - 240,941 131,240 - - -
REBBEE Trading assets 6,656,459 234,144 109,127 1,475 2,125,401 783,138 3,403,174
ETEABBIEL  Securities designated
PR B A at fair value through
EENEH profit or loss 825,538 - - 23,973 681,120 82,320 38,125
BEFBFK Advances to customers
HibBRE and other accounts 47,867,573 1,426,921 5,077,608 5,510,918 18,663,828 14,631,202 2,557,096
AEEEES Available-for-sale securities 5,977,276 - 198,219 255,566 5,019,240 332,380 171,871
BAZHHKE  Held-to-maturity
investments 13,237,149 - 735,549 4,007,828 6,701,775 1,785,951 6,046
EEPHBEHEE  Undated assets 3,393,097 - - - - - 3,393,097
BEMSE Total assets 89,700,802 2,551,321 16,395,144 10,378,573 33,191,364 17,614,991 9,569,409
BfE Liabilities
TR REAM Deposits and balances
TR E of banks and other
FRRER financial institutions 4,258,309 128,693 4,114,616 15,000 - - -
RERER Deposits from customers 60,158,563 12,133,691 46,531,465 911,337 582,070 = =
RHBBAak Trading liabilities 516,778 516,778 - - - = -
EEITERE Certificates of deposit
issued 6,263,059 - 604,984 1,987,160 3,670,915 - -
BRITEHKFES  Debt securities issued 2,241,122 = = 38,125 2,202,997 = =
BE#TAREES  Convertible bond issued 1,309,089 - - - 1,309,089 - -
BBER Loan capital 4,275,599 - 2,330,389 - - 1,945,210 -
EFABHERE  Undated liabilities 911,270 - - - - - 911,270
BREE Total liabilities 79,933,789 12,779,162 53,581,454 2,951,622 7,765,071 1,945,210 911,270
BE-BEEE  Asset- liability gap (10,227,841) (37,186,310) 7,426,951 25,426,293 15,669,781
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26. 2IAA I @ 26. Maturity Profile (cont'd)

—EPRFT=A=T—H
As at 31 December 2005

EAA
BEE
AEEERE  3EANMLE T £
3 months or Z1F B5F
BIEF(EE  less but not 1 year or Syears S5FUE
% Repayable repayable  less but over  or less but After £ 87 H 5
Total  ondemand  on demand 3 months  over 1 year 5 years Undated

BETT A% Tr AT BT EETT A¥Tr B%Tx
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000  HK$'000

BE Assets
BeREHRTR  Cash and balances with

Hip e g banks and other

NERF financial institutions 1,161,309 1,161,309 - - - - -
TERIT R E A Placements with banks

CTREETR and other financial

institutions 5,265,044 - 5,186,132 78,912 - - -
EUES Trade bills 406,364 - 275,102 131,262 - - -
RHBBEE Trading assets 6,473,029 228,144 - 12,574 2,209,584 402,947 3,619,780
ETEAMBIEL  Securities designated
PR B A at fair value through
EEMNES profit or loss 1,139,908 - - 249,531 808,187 82,190 -
BEFBFK Advances to customers
H i BRI8 and other accounts 44,108,183 1,459,841 4,101,392 6,135,882 15,259,293 14,700,716 2,451,059
A EE A Available-for-sale securities 5,945,960 - - - 4,022,971 1,767,051 155,938
RAERIHRK? Held-to-maturity
investments 17,194,283 - 640,998 5,774,696 8,802,617 1,969,999 5,973
EEPHAMHEE  Undated assets 3,342,598 - - - - - 3,342,598
BEME Total assets 85,036,678 2,849,294 10,203,624 12,382,857 31,102,652 18,922,903 9,575,348
BiR Liabilities
TERATREAM Deposits and balances
TR of banks and other
BRkiETE financial institutions 4,157,446 326,198 3,816,248 15,000 - - -
BEPER Deposits from customers 54,415,279 12,260,248 40,494,422 1,429,019 231,590 - -
RHBRERE Trading liabilities 661,137 443,233 217,904 - - - -
BETERE Certificates of deposit
issued 7,467,961 - 368,968 1,856,231 5,242,762 - -
BE#{TEHKES  Debt securities issued 2,245,435 - - - 2,245,435 - -
BE#TAIARES  Convertible bond issued 1,289,817 - - - 1,289,817 - -
BB ER Loan capital 4,352,351 - - - - 4,352,351 -
EFFABAHERE  Undated liabilities 991,399 - - - - - 991,399
BREE Total liabilities 75,580,825 13,029,679 44,897,542 3,300,250 9,009,604 4,352,351 991,399
BE-BEEHE  Asset - liability gap (10,180,385)  (34,693,918) 9,082,607 22,093,048 14,570,552
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27.

it

27. Reserves

BENEATRREDS

Attributable to equity shareholders of the Company

32

BE R
% 3 2 E BXREHE — R GEE Exchange
Share Capital General differences
premium reserve reserve reserve
BETT BETFT BETT BETFT
HK$'000 HK$'000 HK$'000 HK$'000
20051818 At 1 January 2005 1,835,948 2,818 100,000 (314)
AEEEBITRGHH Share premium on shares issued
i (B during the year 4,264 - - -
BiEEFRIBEZEMD Revaluation surplus, net of
B deferred tax - - - -
BT A& B & N =) B AR A Share of share option reserve of
#E associates - - - -
TR NGNS Share of fair value reserve of
BEREE associates - - - -
HERELZERE Transfer to retained profits upon
i Al disposal of property - - - -
BREMNER % Exchange difference on translation - - - 3,371
e S R ER MR Release on disposal of an associate - - - 627
LA BR #E 18 89 iR 19 Equity settled share-based
5 transactions - - - -
A EE S Available-for-sale securities
7/\${g@*“§j] - change in fair value - - - -
—RERIA — deferred tax - - - -
e REH P Cash flow hedge
- ATEEZDHY - effective portion of changes
BB in fair value - - - -
—EIERIA - deferred tax - - - -
BREBREER Exchange difference on translation
=7 of borrowings - - - -
BREFFERE Dividends paid in respect of
(Bt EE11(b)) the previous year (note 11(b)) - - - -
ENCIER Profit for the year - - - -
B 5k &Rk % Dividends declared and paid
RFEERE in respect of the current year - - - -
#2005 12A31H At 31 December 2005 1,840,212 2,818 100,000 3,684
20065118 At 1 January 2006 1,840,212 2,818 100,000 3,684
NEEBEBEITRG Share premium on shares issued
m{g during the year 12,822 - - -
BREMER =8 Exchange difference on translation - - - 2,222
L/{Hxﬁé BRI H5 Equity settled share-based
5 transactions - - - -
A ﬁ & Available-for-sale securities
—RFE - change in fair value - - - -
—RERIR — deferred tax - - - -
BREBERNEHR Exchange difference on
EH translation of borrowings - - - -
BREEFERE Dividends paid in respect
(Kt EE11(b) of the previous year (note 11(b)) - - - -
AN HR g A Profit for the period - - - -
#2006 68 308 At 30 June 2006 1,853,034 2,818 100,000 5,906
* AEECRERBeERCERAHK#FEATESH ERMBRENREREE R_ZTEZTFA=TH BFEEFH

BREAKRETARFABRRZHEB

HHSER -

#322,300,000c (ZEZERF/NA=1+8 :

: 78 #233,800,0007T) -

18K % Al 782

FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



27. & ») 27. Reserves (cont'd)

EERAATRRER
Attributable to equity shareholders of the Company
o % 1% 15 5
Hib AF ) — 258 5
Btk BEMRE e Convertible FE R R B
Other property Fair value Hedging bond - equity Share option Retained pok ]
revaluation reserve reserve reserve component reserve profits* Total
BT T BT BETT BT T BETT BBTT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
11,945 368,612 (7,725) 133,027 4,308 3,318,047 5,766,666
- - - - - - 4,264
6,785 - - - - - 6,785
- - - - 6,500 - 6,500
- 2,894 - - - - 2,894
(12,180) - - - - 12,180 -
- - - - - - 3,371
- - - - - - 627
- - - - 5,796 - 5,796
- (59,442) - - - - (59,442)
- 10,403 - - - - 10,403
- - 9,364 - - - 9,364
- - (1,639) - - - (1,639)
- - - (329) - - (329)
- - - - - (239,839) (239,839)
- - - - - 1,103,395 1,103,395
- - - - - (361,358) (361,358)
6,550 322,467 - 132,698 16,604 3,832,425 6,257,458
6,550 322,467 - 132,698 16,604 3,832,425 6,257,458
- - - - - - 12,822
- - - - - - 2,222
- - - - (1,261) - (1,261)
- (6,982) - - - - (6,982)
- 1,222 - - - - 1,222
- - - 209 - - 209
- - - - - (192,074) (192,074)
- - - - - 491,621 491,621
6,550 316,707 - 132,907 15,343 4,131,972 6,565,237

* The Group complies with the HKMA's requirement to maintain minimum impairment allowances in excess of those required
under Hong Kong Accounting Standards. As at 30 June 2006, an amount of HK$322,300,000 (30 June 2005: HK$233,800,000)
was included in the retained profits in this respect which was distributable to equity shareholders of the Company subject to
consultation with the HKMA.
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28. SHEREBOIMEE

UNTEERBESHEERED :

28.

Assets Subject to Sale and Repurchase
Transactions
The following assets and liabilities are subject to sale and repurchase

transactions:

—EBTRE —ZETRHF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
BETT BT T
HK$’000 HK$'000
ERAFAEZRI KR EREAS Included in held-to-maturity investments 2,643,141 2,205,403
ERAAHEBEESKES Included in available-for-sale securities 878,785 -
ERARS B EERIER Included in trading assets - 462,254
3,521,926 2,667,657
B R ATERTT R A A Included in deposits and balances from
ERMEBENTRREFEREF banks and other financial institutions 3,305,018 2,665,226
29. EXFAEANGLERS 29. Material Related Party Transactions
RIS Bz EMEA D REBEHRZ FH R In addition to the transactions and balances disclosed elsewhere in
AEBHETTUATERNBEALRS : these financial statements, the Group entered into the following
material related party transactions:
(a) HEBATINRS (a) Transactions with group companies
REARN - REBEEBERTEBBIZH HE During the period, the Group entered into a number of transactions
BEATETTZERS  ERERBEEE - with related parties, in the ordinary course of its banking business
EERERRAEXER  2EREER - FRR including, inter alia, lending, acceptance and placement of inter-bank
IRGTINER G - BERFHNEHNTEBEE deposits, participation in loan syndicates, correspondent banking
RBEETRSREEET SR EmE - &M transactions and foreign exchange transactions. The contracts were
RELAAEEEMRZHREFHOEFKAER - priced based on relevant market rates at the time of each transaction,
BEERR BUEXHRBREFTHEGRIET - 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.
34 FIEER ST R AR AEF  CITIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



29. EXFAEANER S ) 29. Material Related Party Transactions (contd)
(a) HEBATWRS (&) (a) Transactions with group companies (cont'd)
AHR - BEAARSNEERREZE BN The amount of related party transactions during the period and
RN outstanding balances at the end of the period are set out below:
REERAT F &M BAT BEAT
Ultimate holding company Fellow subsidiaries Associates
BEARA=+HL-<HEA
Six months ended 30 June
ZEBERE —ZTHF ZTEBERE —_TTHF ZBERE —TTHF
2006 2005 2006 2005 2006 2005
BETRT A¥Tr #BETm BT EBETR A%t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FLE WA Interest income - - 3,197 3,023 4,911 1,504
T8 5 i Interest expense (6,917) (1,451) (32,841) (14,729) (10,537) (1,691)
H A 42 & I A Other operating income - - - - 10,858 8,663
LS Operating expenses (503) (1,000) (1) - (1,709) (7,120)
(7,420) (2,451) (29,645) (11,706) 3,523 1,356
REERAT F &M BAT BEAT
Ultimate holding company Fellow subsidiaries Associates
ZEBERE —TTHF ZTBRE —_TTHF ZBERE —TTHF
2006 2005 2006 2005 2006 2005
BETRT BT BETx A%Ta  #BTn  B¥Tr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRES : Lending activities:
/7\\1)5] 1H At 1 January - - 369,418 299,326 200,000 134,187
20064 6 A 30H / At 30 June 2006/
2005F 12 A31H 31 December 2005 - - 319,792 369,418 200,000 200,000
KE EFE Average for the period/
THER for the year - - 344,860 391,829 200,000 171,171
H i FEUARIE : Other receivables:
m1A1A At 1 January - - 4,805 9,189 10,810 10,320
20064 6 A 308 / At 30 June 2006/
2005F 12 A31H 31 December 2005 - - 771 4,805 9,500 10,810
KE/EFE Average for the period/
FHEHE for the year - - 3,032 3,130 9,914 45,481
BEEHER: Acceptance of deposits:
n1A1H At 1 January 72,392 190,667 2,219,663 1,114,919 876,868 1,383,378
720064 6 A 30H / At 30 June 2006/
2005F 12 A31H 31 December 2005 443,200 72,392 1,507,851 2,219,663 842,665 876,868
KE EFEE Average for the period/
FHeHE for the year 354,500 229,389 1,593,917 1,536,503 905,124 1,089,156
H 1t FE 4 RR AR ¢ Other payables:
B1A1H At 1 January - 9 1,383 385 2,452 20
20064 6 A 308 / At 30 June 2006/
2005F 12 A31H 31 December 2005 600 - 3,390 1,383 916 2,452
KE EFEE Average for the period/
THeE for the year 400 40 2,624 914 2,703 733

I gt b BE AT BRI R E R

—REAEER R

INTERIM REPORT 2006

o

No impairment allowance was made in respect of the above loans to
and placements with related parties.
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20. EXFAEANERD @
(b) TEEBAENE
EERAEMS (RECNTEERETE
ErEEFLIMT

(b)

29.

Material Related Party Transactions (cont'd)

Key management personnel remuneration

Remuneration for key management personnel, including amounts paid
to directors and certain employees with the highest emoluments, are
as follows:

BEAA=+HLFEA

Six months ended 30 June

—EERE —ETREF

2006 2005

BT BT

HK$'000 HK$'000

S HiE B 12 A Short-term employee benefits 17,105 17,846
AR 5 1B 1 Share-based payments 1,521 1,875
18,626 19,721

HeBBEERFEEIRAR (M)

Total remuneration is included in staff costs (note 9(a)).

(c) XEEEBASEERE (c) Credit facilities to key management personnel
AR - A ERERTRAPERERITREE During the year, the Bank provided credit facilities to key management
BRAFNEZEEAE  BEENTESRLRE personnel, including amounts paid to directors and certain employees
TREZERFEMNIE  REFHIRKE with the highest emoluments, of the Bank and its holding companies
EXE&HNBZ#T HIRZHERESATENQAR and their close family members and companies controlled or
REEERE - FERAREAFEBKBREPIR significantly influenced by them. The credit facilities were provided in
o WERR LA A sk (WE M) mEMESR the ordinary course of business and on substantially the same terms
HEITAIA LR R 5 IR ARBUAER - as for comparable transactions with persons of a similar standing or,
where applicable, with other employees.
—BERE ZTERF
As at 2006 As at 2005
BETT BT T
HK$’000 HK$'000
R1ATRE & Balance at 1 January 18,100 3,604
720065 64 30H / As at 30 June 2006/
20054 12 A31H 31 December 2005 20,051 18,100
HRN/FRAGRRERBRE Maximum amount during
the period/year 24,184 24,865
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30. fTETITH

() FIETAMEBRSEH
TETACHERE -HAAXEZAEAEELEY
MEERETCEBENMBAL -

NTRAEERERIZNETANTESR

30. Derivatives
(a) Notional amounts of 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

M type of derivatives entered into by the Group:
—EERERRA=+H —EERF+_-_A=+—H
As at 30 June 2006 As at 31 December 2005
Z5 ¥t Fk] R EapLd R
Trading Hedging Total Trading Hedging Total
BETT BETT BETT BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE#=A&4  Exchange rate contracts
RS Forwards 31,028,925 - 31,028,925 18,941,850 - 18,941,850
BER 5 Swaps 10,977,114 - 10,977,114 11,521,138 - 11,521,138
g A HfE Options purchased 157,035 - 157,035 91,471 - 91,471
EHH®E  Options written 146,829 = 146,829 84,553 - 84,553
FIEEH Interest rate contracts
=HIZZ 5 N Forwards and
HMELXS  futures 1,635,028 - 1,635,028 3,032,254 - 3,032,254
RS Swaps 12,377,446 6,819,880 19,197,326 6,897,921 12,074,747 18,972,668
B AHI#  Options purchased 1,116,556 - 1,116,556 1,298,984 - 1,298,984
E B Options written 1,116,556 - 1,116,556 1,298,984 - 1,298,984
58,555,489 6,819,880 65,375,369 43,167,155 12,074,747 55,241,902

A EMZZBAEBAEINE - FEREFSFTS
BT BETANEZRERERDATENR
S WIHRAREE -

=

BB RERA=ZTER-ZZRF+ A

S+ RRETAESRZETA  BHA
(BRI LR HIRAE 2 WD @ -

—REAEER R

INTERIM REPORT 2006

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.
Derivatives used for hedging purpose as at 30 June 2006 and

31 December 2005 represented hedging instruments that were
qualified for hedging accounting under HKAS 39.
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30. fTEIT R & 30. Derivatives (cont'd)
(b) FTETANAFEEREERMKNE (b) Fair values and credit risk-weighted amounts of
&8 derivatives
—EFERERAZT+H —EZRF+=-A=+—H
As at 30 June 2006 As at 31 December 2005
EEE BEE R R
AFEE MELE NEEE I % 5
Fair value Credit risk- Fair value Credit risk-
Bff  weighted B =K weighted
Assets Liabilities amount Assets Liabilities amount
EETR EETR BETT BT T BT T BT T
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FIELTET AR Interest rate
derivatives 120,882 384,936 62,385 157,286 387,765 74,175
FEEXFTHETEHE  Currency derivatives 113,262 131,842 130,526 70,858 55,468 85,145
234,144 516,778 192,911 228,144 443,233 159,320
EERRINE S B IBRREEGRITEROD Credit risk-weighted amount refers to the amount as computed in
EFHAEATR R ENMKR=ZFFAENSE - B accordance with the Third Schedule to the Hong Kong Banking
ARG RS — TN BN KB B ER © 5t Ordinance on capital adequacy and depends on the status of the
BEBENRAENRBRINEHO%E100% T counterparty and the maturity characteristics. The risk weights used
MER « FEREMITETEALRIA 0%E range from 0% to 100% for contingent liabilities and commitments,
50% 55 o and from 0% to 50% for exchange rate, interest rate and other
derivatives contracts.
RNETETREEERBE  DETETIASLN The above derivative assets and liabilities, being the positive or negative
EMEEGHBZESEXASEZ A% kR marked-to-market value of the respective derivative contracts,
RAFEHNEBRABTE  MZREEGHLE represent gross replacement costs, as none of these contracts are
EMERFHEEE 2L - subject to any bilateral netting arrangements.
(c) EERAHATITANTEIANATEE (c) Fair value of derivatives designated as hedging
instruments
NTRAEBEBREIEETRENITETIAD The following is a summary of the fair values of derivatives held for
NEEEHRE hedging purposes by product type entered into by the Group:
—EERERA=1+H —EERFE+=-_A=+—8
As at 30 June 2006 As at 31 December 2005
BE B & AE Bf&
Assets Liabilities Assets Liabilities
BETT EETR BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
=S 4 Interest rate contracts 33,060 144,509 104,174 214,693
AEEBEHAFZREAERES TEEH X The fair value hedges principally consist of interest rate swaps that are
BESBERTISAEEE M LR e F = used to protect against changes in the fair value of certain fixed rate
HHY o assets or liabilities due to movements in the market interest rates.
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30. fTETH &) 30. Derivatives (cont'd)

(d) FTETANGTERNR (d) Remaining life of derivatives
TREHAEERBEEBAINER RREE
AR THEENRAGE) BoNTEIESRS
SR

The following tables provide an analysis of the notional amounts of
derivatives of the Group by relevant maturity grouping based on the

remaining periods to settlement at the balance sheet date:

—EE¥RERA=TH
BTEHNEREHE
As at 30 June 2006
Notional amounts with remaining life of

1£EL £

E5%
FLEC] 15 LL T  Over 1year 5L E
Total 1 year or less to5years Over 5 years
EBTT EBTT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
Interest rate derivatives 23,065,466 9,168,257 11,644,677 2,252,532
Currency derivatives 42,309,903 42,231,903 - 78,000
65,375,369 51,400,160 11,644,677 2,330,532

—EERF+_A=+—H
BTFHNEEDE
As at 31 December 2005
Notional amounts with remaining life of

1k

ZE5fF
mE 1F sk AT Over 1 year 54+
Total 1 year or less to 5 years Over 5 years
BT T BT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000
Interest rate derivatives 24,602,890 8,169,222 12,905,087 3,528,581
Currency derivatives 30,639,012 30,561,012 - 78,000
55,241,902 38,730,234 12,905,087 3,606,581

INTERIM REPORT 2006
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N.HEEBERKE 31. Contingent Liabilities and Commitments
(a) REBEESHNHFEERKIE (a) Contingent liabilities and commitments to extend
UTREHIENFABERAENGNESH credit
ME - The following is a summary of the contractual amounts of each
significant class of contingent liabilities and commitments:
—EERE —TERF
~A=+H +ZA=+—H
As at As at
30 June 2006 31 December 2005
o b AT
HK$'000 HK$'000
BEEEERER Direct credit substitutes 1,384,373 958,516
HE S BB BIEE Trade-related contingencies 1,269,539 1,058,462
REIEHTFER Forward forward deposits placed 530,000 -
H 1117 7% ¥’ Other commitments:
REHA B E1F ATk — with an original maturity of under 1 year
Efﬁﬂ%ﬁ%ﬁ(ﬁ‘ﬁ or which are unconditionally cancellable 13,125,114 12,846,765
—REBAEIFHA L — with an original maturity of 1 year or over 1,648,353 350,146
17,957,379 15,213,889
EERBRMESE Credit risk-weighted amounts 1,756,997 991,061

AERBELARREREERABNTA  E4hE
FBAGAEE  ERE  REEENERIEE -
BREOBEBRERN FEREFPRUREREERY
EOEERBER - BN BEEES 2R
RERGELERFPHERMEAERRNDE - A
WEEREAREIHNRDABR  WaoE
WIFBHRKEERE ©

REBEEERR
Z100% 15 ©

2 NHE & 5H A0 R B D04 F 0%
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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.
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 contractual amounts do

not represent expected future cash flows.

The risk weights used in the computation of credit risk-weighted
amounts range from 0% to 100%.

FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



M. HEEBERKE @) 31. Contingent Liabilities and Commitments

(b) BEBXRKIE (cont’d)
RANA=+ B REB ARSI AR E A XK (b) Capital commitments
ERBREANREEHENERAENT : Capital commitments for purchase of equipment outstanding at

30 June not provided for in the financial statements are as follows:

—BERE —TLTRHF
7~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
EETT BT T
HK$’000 HK$'000
EIRERTH : Authorized and contracted for:
E YL Property and equipment 2,250 16,610
H At Others 67,044 63,717
EREERETH : Authorized but not contracted for:
MERFE Property and equipment - 1,352
69,294 81,679
32. Lk B 32. Comparative Figures
BRE(EBGHEIDE IR - RZZETAF Share of an associate’s taxation for the period ended 30 June 2005
NAZT Rz E R RIRIEE N D E RN was reclassified to share of profits less losses of associates in compliance
IHEEE AR AR E S - O LLREFTEER with HKAS 1. The comparative figures have been restated accordingly
D AR ZERERY - to conform with the current period’s presentation.
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33. £ EHEEH

@

42

FiN/N TEF—77A¢EE+ HEARQ

AERBRRAPBEPEEERT ([FEER])
HEFARZEEAR(EXNEEER]) -
W EE R 28R 1719.9% M IR A AR A ([ IR

Bl - BmWE 2 HE ([HE] AHER
TRBEERGBREENEN 2 ST R
F+ZA=Z+—ANKENGEEDFE
19.9%M1.153F (R 5 EE]) - BEX S
BEENFBERITES B B ER
—ETRF+ A=+ —BWFEEMME
#19.9% ([RAfHE])  ERAHE
TERRSEEMNI120%MERT - HES
BERBAEENE - HEBUER3.41
BLHEEETRREEARAAGREE
TETHTER ([HERG]) MR TR
B o

ZFILAFEARR  ARREEZPEE
BR-_ZEENFAAA=THE— *ﬁ¢ﬁ
RITAB S TEARBS0ET - BIEIE
RERTEEBMEFEREBIREERE
REIRTT R/ P ERIT LT ATAEE RS
BeHEFMAR  RAEBRELIER &
RERFERITORAEE TG DI5% °
MRERWETR NG A LITER - AR
AIRAPERITHEEASNR164% °

T 21 W B9 SERC IS BUR A 2 T8 o R (R 1 19
17 B BIEBILRRNLE - MR
HEER -ZTTRFLATAANBRRE
ARE LES - BB HNAE TIRE
FERRERRRNTEZEXARNTK

E&E%%—77A¢+ A=+—H%
ARFEPEEREHEZRZAY -

HAEZE2ENE QA CKWB (Cayman
Islands) Ltd. AR —ZTZ— 4+ A A B AT3#TT
FEERIEB%NMEERE  EREAES
300,000,0007T (?ﬁf“ﬂ% 1&2,330,206,000

) }EH E/\fyq/\ﬁﬁtﬂ/\fagé@"

33. Post Balance Sheet Event

@)

The Company had on 13 April 2006 entered into a formal sale
and purchase agreement (the “Formal Sale and Purchase
Agreement”) with CITIC Group, the controlling shareholder of
the Company, for the acquisition of 19.9% of the existing interest
in China CITIC Bank (“CNCB") (the

consideration of the Acquisition (the “Consideration”) represents

“Acquisition”). The

1.153 times of 19.9% of the audited consolidated net asset value
of CNCB for the year ended 31 December 2005 prepared in
accordance with International Financial Reporting Standards
(“Transaction Value”). However, if the Transaction Value is lower
than 19.9% of the appraised value of the net asset of CNCB as at
31 December 2005 as approved by the Ministry of Finance
("Approved Valuation”), the Consideration shall be calculated
based on the Approved Valuation subject to the Approved
Valuation being no more than 120% of the Transaction Value.
The Consideration is to be satisfied by the issue and allotment of
new ordinary shares of HK$1.00 each of the Company to CITIC
Group (the “Consideration Shares”) at HK$3.41 per share.

Subsequent to the entering of the Formal Sale and Purchase
Agreement, the Company has been informed that on 30 June
2006, CITIC Group has injected further capital into CNCB in the
sum of RMB 5 billion by cash. The capital injection has been
made consistent with CITIC Group’s undertaking to assume
responsibility for any additional capital requirements by CNCB prior
to the investment by a strategic investor and/or the listing of CNCB,
while assuring that the Company’s equity interest in CNCB will
not be less than 15% following the capital injection. The interest
of the Company in CNCB upon completion of the Acquisition
and taking into account the capital injection will be approximately
16.4%.

Completion of the Acquisition will be subject to the satisfaction
of various conditions precedent including, inter alia, the approval
by the independent shareholders, which have been obtained by
the Company at the extraordinary general meeting held on 19
July 2006. Completion shall take place within 10 business days
after the fulfillment or wavier of all other conditions precedent to
the Agreement, the latest date of which is 31 December 2006 or
such later date as the Company and CITIC Group may agree in
writing.

Subordinated note with a coupon of 7.625% per annum and with
face value of US$300,000,000 (HK$ equivalent 2,330,206,000)
issued on 5 July 2001 by CKWB (Cayman Islands) Ltd., a wholly
owned subsidiary of CITIC Ka Wah Bank Limited, was early
redeemed on 6 July 2006.
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