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Unaudited Supplementary Financial Information

(BRI DIBASNAE B IR B L)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. HBRABE

1. Summary of Financial Position

—EERE —ETRF
~A=+H +=-A=+—H”
As at As at
30 June 31 December 2k
2006 2005 Variance
BETT BT T
HK$’000 HK$'000 %
EEFRRREFHER Advances to customers and trade bills 46,842,096 43,368,061 8.01
B Impairment allowances 493,161 568,565 (13.26)
BEME Total assets 89,700,802 85,036,678 548
FaaREs Total deposits 66,421,622 61,883,240 7.33
- En ] Total equity attributable to equity
shareholders of the Company 9,766,660 9,455,317 3.29
A T b Financial ratios
RICHEERFT R Unadjusted capital adequacy ratio* 14.99% 16.01%
BiFt % Loans to deposits 70.52% 70.08%
EREEEBAELE Loans to total assets 52.22% 51.00%
BN YA L Cost to income 53.70% 55.55%
& E R Return on assets 1.07% 1.31%
- 45 4 2 0] R X Return on average total equity
attributable to equity shareholders
of the Company 9.69% 12.41%

*REHABRBEARRELERRBEREESRER
BUU2ERD REEBMMMRE  MARH
REETHEBARNAGHELE FTANEE
BURTEGID IR =ZWELTTH o

ZTTRNFERHHE  INTERIM REPORT 2006

* The unadjusted capital adequacy ratio is computed on the
consolidated basis covering the Company and certain of its
subsidiaries as required by the Hong Kong Monetary Authority (the
“HKMA") for its regulatory purposes, and is in accordance with the
Third Schedule to the Hong Kong Banking Ordinance.
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2. MIRBIEEERER 2. Capital Base After Deductions

—EBTRE —ZETRHF
~A=+H +-A=+—8
As at As at
30 June 2006 31 December 2005
EBETT BT T
HK$'000 HK$'000
BLEX Core capital
B #Em R Paid up ordinary share capital 3,201,423 3,197,859
47 it (8 Share premium 1,853,034 1,840,212
#5E Reserves 3,267,207 2,953,640
D BT R Minority interest 353 536
W AR Deduct: Goodwiill (1,007,749) (1,007,749)
BLEXREHE Total core capital 7,314,268 6,984,498
EREHE Eligible supplementary capital
AR ENIEERS Reserves on revaluation of holding
Re&EsmBEEMm of securities not held for
BT trading purposes 366,802 332,076
WIEEER Collective impairment allowances
A RERE for impaired assets and
RORERE regulatory reserve 571,500 528,790
KABIEEE Perpetual subordinated debt 1,945,210 2,016,390
EHRERE Term subordinated debt 466,078 467,192
EHREBEAREE Total eligible supplementary capital 3,349,590 3,344,448
NRRBER A E AR Total capital base before deductions 10,663,858 10,328,946
HEREREIRIE Deductions from total capital base (964,741) (950,528)
MRBBEEAESEER Total capital base after deductions 9,699,117 9,378,418
3. HEpEH 3. Segmental Information
i = &5 By geographical areas
—EBEARERNA=+H —ETRF+-A=1+—H
As at 30 June 2006 As at 31 December 2005 )
HHEE XBAEE
Bk . R i
EEE #EBfE Contingent MEE #Ef{E  Contingent
Total Total liabilities and Total Total liabilities and
assets liabilities commitments assets liabilities  commitments
BETT BETT BETT BT T BT BT T
HK$°000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
BB Hong Kong 88,166,517 78,607,550 16,768,234 83,788,186 74,545,299 14,514,746
ey Mainland China 2,831,794 2,331,002 50,467 2,060,081 1,381,984 71,978
x USA 1,419,414 1,311,096 867,434 1,776,016 1,684,051 613,328
Hh Others 896,793 899,788 271,244 612,632 614,181 13,837
5 ERE Less: Inter-segment
15 H items (3,613,716) (3,215,647) - (3,200,237) (2,644,690) -
89,700,802 79,933,789 17,957,379 85,036,678 75,580,825 15,213,889

bt & AT 2 B R R AR B QR B
RAZDTHEZERBRAELE T IAE D

The above geographical analysis is classified by the location of the

principal operations of the subsidiaries or branches of its subsidiaries.

44

FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED



3. HEEH ) 3. Segmental Information (contd)

BRMEES (&) By geographical areas (cont'd)
—EERFERA=TH —EERF+=-A=+—H
As at 30 June 2006 As at 31 December 2005

BEIER wmERE %

RER PEE N
ER®R Overdue BESHR BEFER Overdue VEREN=EN
Advances to loans and Impaired Advances to loans and Impaired
customers advances loans customers advances loans
BETT BETT BETT BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 37,088,807 539,727 622,417 34,536,529 473,722 507,111
H Mainland China 6,762,104 760,000 572,260 6,534,622 541,945 541,945
EEH USA 1,111,138 50,574 50,574 793,891 50,495 50,495
Hh Others 1,507,866 9,764 9,764 1,096,655 - 71,288

46,469,915 1,360,065 1,255,015 42,961,697 1,066,162 1,170,839

LM BEMESTHERNERR I E—HME The above geographical analysis is classified by the location of the
HElD  EREEEERLN - HEXIZHHT counterparties after taking into account the transfer of risk. For a
FEHBERE —F L BROGEERRGE 2 claim guaranteed by a party situated in a country different from the
RAMBIREES - RITHEMSRERESTT counterparty, risk will be transferred to the country of the guarantor.
MEERRAINESEEEQBMERREES 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.

BHERRBREEAHBR=EANERK - Overdue loans and advances are loans that have been overdue more
than three months.

WEE SR E R R E R EE R mA @R Impaired loans are individually assessed loans with objective evidence

HHER - of impairment on an individual basis.
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4. RHAER®R 4. Overdue Advances to Customers

—EERERA=E+HH —ZEERF+ZA=T—H

As at 30 June 2006 As at 31 December 2005
EEERR HEEBK
R % BEE %
% on total % on total
¥ F T advances to BT T advances to
HK$'000 customers HK$'000 customers
BEAR PR AEE The gross amount of advances
2 E has been overdue for periods of:
—3@AUERE — 6 months or less but
61E A over 3 months 49,141 0.11 40,244 0.09
— 6 AN EE1F — 1 year or less but over
6 months 293,353 0.63 92,748 0.22
—1F M E —over 1 year 1,017,571 2.19 933,170 2.17
48 78 Total 1,360,065 2.93 1,066,162 2.48
i ib IR AN Secured overdue advances 1,139,220 860,601
45 7 80 HA 2 0 Unsecured overdue advances 220,845 205,561
1,360,065 1,066,162
FEBIKMEEEZR  Market value of collateral held
EHRRHOTE against the secured overdue advances 1,826,194 1,236,616
18 Bt (B 75 15 Individual impairment allowance made 213,039 217,950
RZBERNFNA=ZTEE-_ZETRF+=A There were no advances to banks and other financial institutions which
=+—H  AEBETESHRBE=@AMNRT were overdue for over 3 months as at 30 June 2006 and 31 December
REMSmEERR - 2005.
5. Hihi@HA&EE 5. Other Overdue Assets
—EBERE —ETRF
~A=+H +=-A=+—8”
As at As at
30 June 2006 31 Decembe( 2005
BETT BT T
HK$'000 HK$'000
E R B The gross amount of trade bills which
B i has been overdue for:
-6l AN EE15F — 1 year or less but over 6 months = 2,725
—1F MU E —over 1 year 1,197 -
1,197 2,725
BEZIHES Held-to-maturity securities which
B i - have been overdue for:
—1FNE - over 1 year 15,535 15,510
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6. Rescheduled Loans

—EERERA=E+HH —ZEERF+ZA=T—H

As at 30 June 2006 As at 31 December 2005
EERER HE P8R
3 % B %
% on total % on total
¥ F 5T advances to BT L advances to
HK$'000 customers HK$'000 customers
BEEEN Rescheduled loans 14,434 0.03 25,077 0.06

EREFTVIEERAR R BN &
HERMEETRBERERRANBR - &
LE LB RT AR SR M AN R B & 30 3F — AR S
EGEN ERPFEEXENRCHBRARBSNBEB=
18 7 I S (E R B IR P B8R o

NAZ+BER-ZEERF+ A
SEVESEENRTREMESE

Rescheduled loans are those advances which have been 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 loans to customers are
stated net of any advances that have subsequently become overdue

for over 3 months and reported as overdue advances in note (4).

There were no advances to banks and other financial institutions which
were rescheduled as at 30 June 2006 and 31 December 2005.

7. Repossessed Assets

—EBERE —ETREF
~A=+H +=-A=+—H”
As at As at
30 June 2006 31 December 2005
BF BT T
HK$’000 HK$'000
EfFARFPRBHK Included in advances to customers
H A BRIE and other accounts 200,555 207,758

TRXFEFEHRS  INTERIM REPORT 2006
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B =2 J2 B&

AEEKREEE FEEREBEINERNE
ZREBRHEHBEENT - ALEBRROLE
BFFETRBZRORITHEHIMNERFRR
(MABS)E) PT#H J7 AT E ©

REEHNBERIIERRIT

8. Currency Risk
The information concerning the foreign currency exposures of the
Group arising from trading, non-trading and structural positions are
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.

Significant foreign currency exposures at the balance sheet date are

as follows:
—EESRERA=+H
As at 30 June 2006
HER Equivalent in EH ARE Hip 4z
BETT HK$'000 US dollars Renminbi Others Total
REEE Spot assets 33,193,442 1,560,729 4,076,568 38,830,739
REBE Spot liabilities (34,382,545) (781,720) (5,661,016) (40,825,281)
mHEIE A Forward purchases 20,789,836 = 6,184,780 26,974,616
RHEE N Forward sales (20,416,789) - (4,586,675) (25,003,464)
B R FRE Net options position 1,887 - (1,887) -
() /I RBF%8 Net (short)/long position (814,169) 779,009 11,770 (23,390)
—EERF+_-_A=+—8H
As at 31 December 2005
HER Equivalent in ETT AR HAh wEE
BT T HK$'000 US dollars Renminbi Others Total
RE&AE Spot assets 28,078,183 1,327,251 5,453,586 34,859,020
REBE Spot liabilities (31,167,025) (549,815) (5,084,950) (36,801,790)
EHIE A Forward purchases 16,617,043 104,658 3,758,734 20,480,435
B Forward sales (13,674,662) (104,573) (4,122,558) (17,901,793)
Bl R FEE Net options position (179) - 179 -
(B /I RBF%E Net (short)/long position (146,640) 777,521 4,991 635,872
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The net options position is calculated using the model user approach.
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BiIREE

BHERANZEEABRELETRZRTRR
BRREXGZ—TMEMFENRS ST
@z o I 570 AR BEIRS — 77 {EHE R
EERREEEERTNERKESD - 117
FEMEREBEIITHERRRAEBEHEE
FIEBIRRIAT - R ARG ERBSEER
10%3k A EROERI B K Skt E#Em T

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 institution, 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:

RITREAM
SRIHME 2 AERE
Banks and Public
other financial sector Hih Pk
institutions entities Others Total
BETT EETXT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
—EERFERA=TH At 30 June 2006
BABUIINE XE Asia and Pacific excluding
Hong Kong 9,387,417 312,438 7,907,099 17,606,954
B AR M of which Australia 2,901,205 411 12,975 2,914,591
Heps of which Mainland China 3,322,682 311,242 6,952,818 10,586,742
nEt s Caribbean = = 4,657,974 4,657,974
EhHERS of which Cayman Islands = = 3,978,911 3,978,911
PR Western Europe 11,087,671 1,125 4,820,309 15,909,105
HAexHE of which France 1,462,898 = 777,732 2,240,630
Hep® of which Germany 1,827,070 - 3,989 1,831,059
H AT of which Netherlands 872,217 = 766,995 1,639,212
HEiim+ of which Switzerland 1,349,159 = 523,670 1,872,829
Hep of which United Kingdom 2,604,426 332 1,396,648 4,001,406
—EERF+_-_A=+—H At 31 December 2005
BEBUINEKE Asia and Pacific excluding
Hong Kong 7,553,502 441,975 7,753,870 15,749,347
EoApomom of which Australia 3,000,177 763 70,118 3,071,058
Hed of which Mainland China 2,425,439 391,052 7,021,444 9,837,935
JIEN s i Caribbean - - 4,392,838 4,392,838
HhHEHS of which Cayman Islands - - 3,727,377 3,727,377
i)y Western Europe 11,118,604 1,791 4,861,642 15,982,037
HAEE of which France 1,257,160 - 812,763 2,069,923
HeEE of which Germany 1,423,132 - 113,916 1,537,048
H AR of which Netherlands 1,061,821 - 821,618 1,883,439
Hp i of which United Kingdom 2,492,175 623 1,224,905 3,717,703
—EEBXNEEHEMRE  INTERIM REPORT 2006 49
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10.
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10. Risk Management

The Group manages various types of risks mainly through CITIC Ka
Wah Bank Limited (the “Bank”) under the delegation and close
supervision of the Board. The Risk Management Group of the Bank
which is entrusted with the responsibilities, consists of group credit,
inter-bank credit, market risk, risk asset management and policy &
portfolio risk management functions. The Group continually modifies
and enhances its risk management policies and systems to reflect
changes in markets, products, best practice and regulatory

requirements.

In end-2005, Risk Management Group successfully revamped its risk
grading system and rolled out an expert judgement model that can
quantitatively differentiate various levels of credit risk and technically
capable of calibrating probability of customer default. Sections of
credit risk policy, product and investment risk underwriting, exposure
control, management information systems and risk infrastructure were
also realigned into a newly formed Policy & Portfolio Risk Management
Unit to take ownership of the new risk grading system. Subsequent
to the installation of the new grading system, the Bank completed
satisfactorily in June 2006 the conversion process in which all corporate

customers were re-graded via the expert judgement model.

With the preparation done in the past few years for Basel Il, the Group
is ready to meet the requirements of the Standardised Approach by
the end of 2006. A Basel Il working committee has been formed to
coordinate credit risk, market risk and operational risk, to implement
necessary measures and to institute system enhancements. Meanwhile,
the Group has assessed impairment losses of financial assets in
accordance with the requirements of sections 32 and 39 of the new
Hong Kong Accounting Standards via an unique model implemented
in 2005.

FEERERIZERAER AR CTIC INTERNATIONAL FINANCIAL HOLDINGS LIMITED
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10. Risk Management (cont'd)

The Group manages the following main types of risks:

0]

Credit risk management

Credit risk is managed by regular analyses of the current and
potential risk of loss arising from a customer’s or counterparty’s
inability to meet 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.

Credit risk management is effected by monitoring implementation
of adopted credit policies that determine the borrower’s
creditworthiness, credit risks classification, loan application
procedure and procedures for making lending decisions. The
Group applies the same credit policy in respect of contingent
liabilities as in respect of financial instruments recorded on the
balance sheet, based on loan approval procedures, use of limits
to reduce risk and monitoring. Credit risk is also minimized by
obtaining collateral in the form of pledged assets and guarantees
from borrowers and third parties.

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, the source of repayment and the nature of the
underlying collateral after giving consideration to current events
and market developments. Credit risk is also managed at
portfolio levels in terms of obligor’s credit rating, collateral,

product, industry and geography to manage concentration risk.
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(ii)

RBESEER
AEEBEEFEABESILE /KA
BB REP TREEANREER - &£
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PE RSN - AERE TS E HIERE A
R AEERRTIHENRHESE
B EEEETENERE  RAER
PREBERYTEFLE R - A
MRBES  -R_TEXFAA=TAR
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BT HHEEREIA3

10. Risk Management (cont'd)
(ii) Liquidity risk management

The Group always maintains a high liquidity ratio in order to
meet unexpected increases in customer demand on cash. In
2006, the Group's average liquidity ratio was 45.72% (2005:
51.07%). Apart from compliance to statutory ratio requirements,
stress tests are performed regularly. The Group invests its surplus
funds in a portfolio of high-grade securities, which can generate
liquidity if necessary either through re-purchase arrangements
or out-right selling in the secondary market. The Group is also
active in wholesale funding by issuing long-term certificates of
deposit so as to secure a stable source of funding. The total
amount of certificates of deposit issued by the Group was
HK$6.26 billion, constituting 9.43% of its total deposits as at
30 June 2006.

FIT_BERE—AEAABAEYRHELLILR
The Bank’s Average Monthly Liquidity Ratio for Jan - Jun 2006
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10. Risk Management (cont'd)
(iii) Market risk management

Market risk is the risk of loss arising from the movements in
market variables such as foreign exchange rates, interest rates,
equity and commodity prices. The Group’s major market risk
exposure rests with the Bank. Both short-term trading positions
and long-term strategic businesses of the Bank generate market
risk exposure. Other subsidiaries of the Group have also engaged

in investments prone to market risk but in relatively small scales.

The Bank manages its market risk within a hierarchy of limits
approved by the Bank’s Credit and Risk Management Committee
("CRMC"), Asset and Liability Management Committee
("ALCO") and its delegated sub-committees. The hierarchy is
composed of limits at three levels: policy, business and
transaction. Each level in the hierarchy consists of limits on a
series of risk measurements, including profit and loss limits,
position limits and sensitivity limits. Limit excesses will set off
alert signals or trigger adequate actions at different management
levels.

The Bank’s Treasury is the central point to take and manage

market risk exposure within the prescribed limit hierarchy.

Operating as a unit under the Risk Management Group, Market
Risk Management is responsible for the daily monitoring and
reporting functions of market risk exposure to ensure that the

Bank’s market risk exposure is within the prescribed limits.

The Bank measures the overall market risk of its trading portfolio
in terms of VaR. VaR is a statistical tool to estimate the potential
loss of an investment portfolio over a selected time horizon and
given a confidence level. The Bank adopts a 99% 1-day VaR
and implements historical simulation to compute the VaR figure.
The simulating process reflects the historical relationships among
different market variables. The Bank’s average VaRs for the
trading portfolio were HK$ 1,453,205 and HK$ 3,294,516 during
the first half-year of 2005 and 2006, respectively.

For the half-year ended 30 June 2006, the average daily mark-
to-market revenue from the Group’s trading portfolio was
HK$1,092,014. The graph on page 54 shows the histogram of

the Group’s daily mark-to-market revenues.
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10. Risk Management (cont'd)

(iii)

Market risk management (cont’d)

CEEAEEEEETEMEERZEASME
Daily Distribution of Mark-to-Market Revenue for the 1st Half Year of 2006
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(iv)

From the graph above, the maximum daily mark-to-market
revenue was HK$14,047,810 and the maximum daily mark-to-
market loss was HK$20,837,875. Out of the 121 trading days
for the period, there were 70 days with mark-to-market gains
and 51 days with mark-to-market losses. The most frequent
range of daily mark-to-market revenue was between —HK$500,000
and HK$NIL, with the highest occurrence of 8 days.

Capital adequacy management

The Group has structured and maintained a strong capital base
to support the development of the Group’s businesses and to
meet statutory capital adequacy ratios. As disclosed in note (1)
above, the Group's unadjusted capital adequacy ratio was
14.99% as at 30 June 2006, well above the statutory minimum

ratios.

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

purposes.
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10. Risk Management (cont'd)

(v)

(vi)

Foreign currency risk management

The Group’s foreign exchange risk stems from taking foreign
exchange positions, commercial dealings, investments in foreign
currency securities and operations of overseas branches and
subsidiaries. All foreign exchange positions are subject to
exposure limits approved by ALCO. The Group’s average daily
foreign exchange trading profit and loss for the half-year ended

30 June 2006 was a loss of HK$2,955 .

Interest rate risk management

The interest rate risk for the Group mainly comes from the Bank.
The Bank’s ALCO oversees all interest rate risks arising from the
interest rate profile of the Bank's assets and liabilities. These
interest rate risks are comprised of maturity gaps, basis risks
among different interest rate benchmarks, yield curve
movements, interest rate re-pricing risk and embedded options,
if any. ALCO supervises the interest rate risks of the banking
book through gap mismatch reports, sensitivity analyses and
various stress testings. To mitigate interest rate risks, the Bank
has used interest rate derivatives, mainly interest rate swaps, to
hedge both assets and liabilities such as available-for-sale
securities (AFS) and non-trading liabilities (NTL). The Bank has
adopted hedge accounting principles, under which the fair value
changes between the AFS/NTL securities and the corresponding
hedging derivative instruments are offset with each other. The
Bank’s trading profit and loss in interest rate risk includes accrued
interests. The Group’s average daily profit and loss on interest
rate risk for the half-year ended 30 June 2006 was a gain of
HK$31,434.

(vii) Other trading and investment activities

For the half-year ended 30 June 2006, the Group, by itself and
via the Bank and CITIC International Assets Management Limited
("CIAM"), has invested part of its excess liquidity in external
funds to enhance its return. During the period, the average
daily mark-to-market revenue from these funds was
HK$1,124,008. The Group's commodity and equity trading
activities were mainly from CIAM. For the half-year ended
30 June 2006, an average daily trading profit of HK$12,386
was recorded for commodity trading in copper and oil while a
loss of HK$72,860 was posted for equity trading.
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(viii)Operational risk management
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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 Group currently manages its operational risk through a
number of ways:

- Operations and technology polices and manuals are
developed and reviewed annually to ensure processes are
adequately considered and defined.

- Human resources policies and practices are established to
define and encourage proper staff behaviour, and to ensure
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.

CIAM’s operational risk management is overseen by an
independent control team under the supervision of its senior
management and subject to internal audit of the Group. Major
policies, procedures and limits have been laid down in its manuals
and handbooks to ensure business continuity and to provide for
various contingencies. Regular reports and efforts are made for
the proper execution of investment and asset management
decisions. Continual review and monitoring on the progress
and performance of invested assets are in place and maintained
in its database. Back up of such information is vigorous. Skill
sets and human talents are also being steadily expanded to
strengthen the running of the operation.
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10. Risk Management (cont'd)
(ix) Legal risk management

(x)

The Group remains abreast of all legal and regulatory
requirements applicable to its governance and operations, and
continuously seeks to develop its people, to enhance its systems
and processes to create awareness monitoring and to implement
necessary changes. Policies and procedures remain under
constant review. Continuous training of our people in the areas
of the Group’s policies and procedures as well as applicable laws,
rules and regulations remained essential to the management of

the Group’s legal risks.

The General Counsel and Compliance Officer of the Group
(“Legal and Compliance”) have played an important role to the
Group in providing legal and compliance advice and support to
all parts of the Group. In the first half year of 2006, Legal and
Compliance were actively involved in strategically important
transactions and commercial agreements as well as day-to-day
matters arising from the business that is diverse both
geographically and in scope. In 2006, we will continue to support
Legal and Compliance as a critical mission-important function

of the Group.

Strategic and reputational risk management

In order to keep pace with the ever-evolving operating and
regulatory environment of the Group, the Board places a high
priority on ensuring that our business and operational strategies
are appropriately defined and executed in a professional and
time-relevant manner. Great care is taken to protect our
reputation and maximise our brand equity. The Management
Committee of the Group meets regularly to monitor and manage
the Group’s strategic and reputational risks, and is responsible
for enforcing high-level policies approved by the Board to identify

and assess such risks, as well as to improve controls.

57



