BR IR M S

NOTES ON THE ACCOUNTS continued

20 B A ek #

20 Investments in associated companies

&5 GROUP 877 BANK

2001 2000 2001 2000

FETRE (KAME) Unlisted shares, at cost - . 88 48
BIEFEE Share of net assets 774 789 - _

BTBERAZKERBE BTN\
BET(—_ZFZZF : BE_RGBZN
BET)IBIHRIEFERIER
(BHFE14) -

Loans to associated companies amounting to HK$208 million (2000: HK$208 million) are

included under “Advances to customers” (note 14).

TEBEARME The principal associated companies are:
i1 it EHERAZER
RAATE PLACE OF TEEH GROUP'S INTEREST BRTRAE
NAME OF COMPANY INCORPORATION PRINCIPAL ACTIVITIES IN EQUITY CAPITAL ISSUED EQUITY CAPITAL
BEEASRBERADA BB BhEe  ASRBREEBED BT
Hang Seng Life Limited Hong Kong Retirement benefits, life assurance 50% HK$100,000,000
and related business
e MERE BT
Barrowgate Limited Hong Kong Property investment 24.64% HK$10,000

BEASRBERD R ZEZARTH
% ° Barrowgate Limited 7 # # B (3 R
T—MBRERFE - ZMmEEE R FY
ERBLE o

The interest in Hang Seng Life Limited is held by the Bank and the interest in Barrowgate
Limited is owned by a subsidiary company of the Bank. Both associated companies operate

in Hong Kong.



21 F 1B E# &

21 Tangible fixed assets

(R)EFEEEE (a) Tangible fixed assets
—g®-& 2001
& [ GROUP
BEME
74 INVESTMENT i Bt
PREMISES PROPERTIES EQUIPMENT TOTAL
A (A 1A Cost or valuation:
—ET-E—-F—-B&#% At 1 January 2001 7,947 3,582 2,332 13,861
FRIEE Additions - 2 191 193
FRAHE Disposals (5) (89) (60) (154)
WBRERITUH L BEFRE Elimination of accumulated
depreciation on revalued premises (161) - - (161)
BhAMAE Deficit on revaluation
o THITHRKEWME e charged to premises and investment
B (H3F28) properties revaluation reserves (note 28) (209) 211) - (420)
e YHEZE e charged to profit and loss account (14) - - (14)
E iR Transfers (158) 158 - -
—EE-E+_A=1+— At 31 December 2001 7,400 3,442 2,463 13,305
2ENE: Accumulated depreciation:
—ZE-E-F—-H#&#% At 1 January 2001 - - (1,812) (1,812)
FERTE (B4 (T)) Charge for the year (note 4(d)) (161) - (225) (386)
& 7% # 9 Written back on disposal - - 55 55
WBREGTHZERENE Elimination of accumulated
depreciation on revalued premises 161 - - 161
ZEE-EF+A=+—-H4&% At 31 December 2001 - - (1,982) (1,982)
—EE-—E+_A=-+—BEREEFE Net book value at 31 December 2001 7,400 3,442 481 11,323
—EEEE+_ACZ+-BEmMFE Net book value at 31 December 2000 7,947 3,582 520 12,049
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NOTES ON THE ACCOUNTS continued

21 Tangible fixed assets conined

(a) Tangible fixed assets continued

—s%-& 2001
4 17 BANK
BEME
74 INVESTMENT i At
PREMISES ~PROPERTIES EQUIPMENT TOTAL
KA LA Cost or valuation:
—EE-—E—F-QO&% At 1 January 2001 6,375 2,151 2,312 10,838
FREE Additions - - 189 189
FRALE Disposals - (7) (58) (65)
MBREMRTIEZERITE Elimination of accumulated
depreciation on revalued premises (131) - - (131)
B{4RAE Deficit on revaluation
o THIITH RILEWME e charged to premises and investment
BGHEE (F:28) properties revaluation reserves (note 28) (181) (113) - (294)
s THMEHRE e charged to profit and loss account (7) - - (7)
BR Transfers (140) 140 - _
ZEE-EF+A=+—-H4&% At 31 December 2001 5,916 2,171 2,443 10,530
2ENE: Accumulated depreciation:
—ZE-E-F—-H#&#% At 1 January 2001 - - (1,797)  (1,797)
FER X Charge for the year (131) - (222) (353)
& 7% # 9 Written back on disposal - - 55 55
MG EGHITUHZEBINE Elimination of accumulated
depreciation on revalued premises 131 - - 131
ZEE-EF+A=+—-H4&% At 31 December 2001 - - (1,964)  (1,964)
—EE—E+_RB=+-HERFE Net book value at 31 December 2001 5,916 2,171 479 8,566
—EEEE+_A=+-BEATFE Net book value at 31 December 2000 6,375 2,151 515 9,041




(Z)TURREMEZERFERE:

(b) The net book value of premises and investment properties comprises:

3 GROUP 77 BANK
2001 2000 2001 2000
KAEENE Freeholds
BB Held outside Hong Kong - 4 - _
HOEEME Leaseholds
BEERNA Held in Hong Kong
o REMH RpEgmA+E) e long leases (over 50 years unexpired) 3,749 4,395 2,482 2,986
o MMM (RHEHE+ERTE) e medium leases (10 to 50 years unexpired) 7,026 7,056 5,538 5,466
BBFI Held outside Hong Kong
o REIMA (RBFHEBATE) e |ong leases (over 50 years unexpired) 4 4 4 4
s MHIHAMHKFHETERTH) e medium leases (10 to 50 years unexpired) 63 70 63 70
10,842 11,529 8,087 8,526
Hh a1 Of which
1731t Premises 7,400 7,947 5,916 6,375
REME Investment properties 3,442 3,582 2,171 2,151
10,842 11,529 8,087 8,526

(RIR_ZZ2-FAR=1H X&E
ZITHERENEEREFERERL
BUASMTERAMTERRRT
NER UHEXGER-_TT—F+
Rt BRZEELEERZNE -
ZEEDAEEEEAEBNEEGER
12 BT - B2 EEDIRRIT
HEERE AETSBEERERED
RZRAHMSER-

(c) The Group's premises and investment properties were revalued by Chesterton Petty

Limited, an independent professional valuer, at 30 September 2001 who confirmed that

there had been no material change in valuations at 31 December 2001. The valuations

were carried out by qualified valuers who are members of the Hong Kong Institute of

Surveyors. The basis of valuation for premises was open market value for existing use. The

basis of valuation for investment properties was open market value.
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NOTES ON THE ACCOUNTS continued

21 Tangible fixed assets conined

(d) Surplus and deficit on revaluation of premises and investment properties

3 GROUP 4817 BANK
2001 2000 2001 2000
(XB)/BRMESHERHB (Charged)/credited to property
revaluation reserves
o THEGHEHBE (H:E28) e premises revaluation reserve (note 28) (209) 511 (181) 482
o KWEMEEMLEE (HiF28) ® investment properties
revaluation reserve (note 28) (211) 73 (113) 64
o EHBENTMELZ e share of revaluation (deficit)/surplus of
(RiE)/ el (fat28) an associated company (note 28) (61) 98 - -
(481) 682 (294) 546
(ZH) /BBIERE (Charged)/credited to profit and loss account
o 77ib e premises (14) 28 (7) 6

(R)EERBRAZE 8T UG
BH I - MUARAR G 2B E 75 5
B AREFENENT

(e) The net book value of all premises which have been stated in the balance sheet at
valuation would have been as follows had they been stated at cost less accumulated

depreciation:

& GROUP 5277 BANK
2001 2000 2001 2000
+-—R=+—BEm|mFE Net book value at 31 December 2,872 2,962 1,718 1,764

(B) AEBEHHZREMETEBEZHE
B REHEZEAFH-RAMEF
BORIHEREEEREFNETIER
FEIEFHEA - ZSHEVEBERS
e -

REMEE 2T -F2EUHE
BAREE _RNTRAEL (ZF
ZE:BE_BNTLtEET
FERNLTEXEHEBA(ZZEE
FoE) o

k>

v

A

o B

(B) AKEZ A HELEHER T
AXRBEzEERERSEBENT -

(f) The Group leases out investment properties under operating leases. The leases
typically run for an initial period of 2 years, and may contain an option to renew the lease
after that date at which time all terms are renegotiated. None of the leases includes
contingent rentals.

Rental income receivable from operating leases amounted to HK$245 million in 2001
(2000: HK$247 million). There was no contingent rental recognised during the year

(2000: Nil).

(g) The Group’s total future minimum lease payments receivable under non-cancellable

operating leases are as follows:

& % GROUP 477 BANK
2001 2000 2001 2000
—FHUT Less than one year 176 207 114 122
—FUEERF After one but within five years 84 98 67 62
260 305 181 184




22 Other assets

& ¥ GROUP 417 BANK
2001 2000 2001 2000
BEABBRMIIMNETEAEZ Unrealised gains on off-balance sheet
ME ERREMITATA interest rate, exchange rate and
BN REREF other derivative contracts
which are marked to market 570 1,800 570 1,800
ELERE (BfaF6 (2) R23) Deferred taxation (notes 6(b) &23) 34 13 34 13
EESCY T3 Items in the course of collection
from other banks 2,881 4,472 2,881 4,472
A R ER Prepayments and accrued income 2,294 3,849 1,457 2,734
Hi &R Other accounts 2,781 1,193 2,526 829
8,560 11,327 7,468 9,848
ZEHEFRGRE Remaining maturity:
s —AAR e three months or less 6,467 9,296 5,889 8,135
s —ABULEE—F  one year or less but over three months 1,048 1,779 719 1,606
o —FUFERF e five years or less but over one year 913 134 845 95
e AFELLF e over five years 98 79 8 -
8,526 11,288 7,461 9,836
e Bt e overdue
s —ARUNEERMEA e six months or less but over three months 5 5 1 1
o RARUNLEE—F e one year or less but over six months 7 7 1 1
o —F [t e over one year 22 27 5 10
34 39 7 12
8,560 11,327 7,468 9,848

tREAM LR EETRRARE
RN REF RS IET 285 & K

FE o

The overdue amount represents mainly overdue interest receivable included under

“Prepayments and accrued income”.
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NOTES ON THE ACCOUNTS continued

23 R FIE
THEE] (W22) B TR 2 & ERE
EESNMT

23 Deferred taxation

Deferred taxation asset which is included in “Other assets” (note 22) are as follows:

£ 3 GROUP 4 77 BANK
2001 2000 2001 2000
EEREEE : Deferred taxation asset:
—R—B%&% At 1 January 13 - 13 -
B RIE R (Mf7E6 (FF)) Credited to profit and loss account (note 6(a)) 21 - 21 -
REERIEEBERER Transfer from deferred taxation liability - 13 - 13
+Z_RB=+—8#&% (IF6(2)) At 31 December (note 6(b)) 34 13 34 13
BAERTEMEE | (ff:F22) Included in “Other assets” (note 22)
HR: representing:
o RIKEFE B e retirement benefit schemes contributions 34 13 34 13
ELEREAR : Deferred taxation liability:
—A—B#% At 1 January - 33 - 33
BrEEHRE (M6 (7)) Credited to profit and loss account (note 6(a)) - (46) - (46)
BRARTEHBEE Transfer to deferred taxation asset - 13 - 13

tTZR=t—B#&H% (W6 (2))

T REMERRAREZEMHEE
WEFHEERIEEE - RREEER
BAZSEER BB EERRAEY
BRZARIEHREARERE -

REFBUERBERS 2 BRRI
HRIERLE -

At 31 December (note 6(b))

No provisions are made for deferred taxation on revaluation surpluses on premises,

investment properties and long-term investments. The Directors are of the opinion that

no material taxation liability is likely to arise in the foreseeable future in the light of

management’s intentions for these assets since acquisition.

There is no significant deferred taxation liability not provided for.

24 Current, savings and other deposit accounts

24 fE - & R b frak

£ @ GROUP R 17 BANK
2001 2000 2001 2000
BEEER Customer accounts 395,764 414,875 385,470 404,150
BT RE Certificates of deposit in issue 18,564 14,730 18,564 14,730
414,328 429,605 404,034 418,830




24 fE5 ~ (il R AL A7 5k
EFRRRBHTRERS TERES

24 Current, savings and other deposit accounts continues

The analysis of remaining maturity of customer accounts and certificates of deposit issued

wmT is as follows:
£ # GROUP 17 BANK
2001 2000 2001 2000
BEP X Customer accounts
a] BN A 42 Y Repayable on demand 186,557 175,336 186,414 175,251
BHEFRSSCBAE - With agreed maturity dates or periods
AT RREE of notice, by remaining maturity:
e —AAAMBEANIRI e three months or less but not
repayable on demand 198,405 224,985 188,619 214,837
s —AAUNLEE—F e one year or less but over three months 10,664 14,458 10,299 13,993
o —FPFERF e five years or less but over one year 138 96 138 69
395,764 414,875 385,470 404,150
BT RE Certificates of deposit in issue
ZEMEFBREE - Remaining maturity:
s —AAANEEAANERRR e three months or less but not
repayable on demand 3,888 5,358 3,888 5,358
s —ERUEE—&F * one year or less but over three months 6,667 2,771 6,667 2,771
e —FEPNLERF e five years or less but over one year 7,644 6,276 7,644 6,276
e AFELLF e over five years 365 325 365 325
18,564 14,730 18,564 14,730
414,328 429,605 404,034 418,880
25 [l % frak 25 Deposits from banks
£ # GROUP 17 BANK
2001 2000 2001 2000
AesEE Repayable on demand 2,406 249 2,406 249
EWEGT RS BAE With agreed maturity dates or periods
A T E R B E of notice, by remaining maturity:
s —EAANEEANRER e three months or less but not
repayable on demand 198 3,526 198 3,526
s —EARUEE—&F * one year or less but over three months 18 27 18 14
2,622 3,802 2,622 3,789
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NOTES ON THE ACCOUNTS continued

26 Hih&

26 Other liabilities

£ 5 GROUP 517 BANK
2001 2000 2001 2000
BHTER Short positions in securities:
BE% Treasury bills 3,922 5,083 3,922 5,083
BEHES Debt securities
o BFEE e government securities 578 2,944 578 2,944
o HinNEKEES e other public sector securities 148 16 148 16
4,648 8,043 4,648 8,043
BEABBRMIIMNETEAEZ Unrealised losses on off-balance sheet interest
AE - EXRREMTETR rate, exchange rate and other derivative
BN AREREE contracts which are marked to market 520 1,238 520 1,238
KNEAFE (B 726 (2)) Current taxation (note 6(b)) 500 961 467 876
RI¥REEERGESE Items in the course of transmission
to other banks 3,617 4,671 3,617 4,671
FE 5T KB T M A Accruals and deferred income 1,522 3,633 1,389 3,499
BEMINES Provisions for other liabilities and charges 268 219 28 15
Hiwafi Other liabilities 640 676 1,561 1,536
11,715 19,441 12,230 19,878
ZEMEFBREE - Remaining maturity:
e AR e three months or less 10,715 16,659 11,961 17,512
s —AAUNLEE—F e one year or less but over three months 822 2,353 222 2,068
e —FNEFERF e five years or less but over one year 88 328 47 298
e AFENE e over five years 90 101 - -
11,715 19,441 12,230 19,878
27 k 27 Share capital
A AR AR Authorised:

BTz EMRARBE B —THBTE
(ZZFZ2F %A —-t+tExLE)
ARZTEBR(CEZZE: _+Z
B SRBEERTIE -

The authorised share capital of the Bank is HK$11,000 million (2000: HK$11,000 million)
divided into 2,200 million shares (2000: 2,200 million shares) of HK$5 each.

2001 2000
EWRA Issued and fully paid:
+AE-—T-—-BNTHNE-_T+tAE 1,911,842,736 shares (2000: 1,911,842,736 shares)

AR (ZEEZRE  FAE-T of HK$5 each 9,559 9,559

—BAtTHE-_FLtE=1TK)"
FREBRTE

RAFER » AT BERATT 2B

During the year, the Bank made no repurchase of its own shares (2000: Nil).



28 Reserves

=t 2001
k=N
€8 %% ASSOCIATED
GROUP BANK COMPANIES
R H Retained profits 19,618 11,982 105
Tt R REYEELEB Premises and investment properties
revaluation reserves 8,119 6,396 597
REREREEHES Long-term equity investment revaluation reserve 2,323 - -
N ERE Capital redemption reserve 99 99 -
30,159 18,477 702
R & A Retained profits
—ZEE-5—-A—8# At 1 January 2001 18,732 11,272 98
BERE Exchange adjustments ) () -
% R e 1= m A Profit attributable to shareholders 10,114 9,980 48
L85, Dividends (9,368)  (9,368) (41)
MEBRAITHERFHB Transfer of depreciation to premises
revaluation reserve 100 96 -
REHTUHMEER 2 E(GIEE Realisation on disposal of premises 42 4 -
—EE-F+ZA=+—8#% At 31 December 2001 19,618 11,982 105
THRREMEELHE Premises and investment properties
revaluation reserves
T EEHE Premises revaluation reserve
s _EE-—F—-—F—H&H e at 1 January 2001 5,242 4,677 -
o ELRMME (K21 (F)R(T)) e deficit on revaluation (notes 21(a) & (d)) (209) (181) -
° HIRBEMBRZITE o transfer of depreciation from retained profits (100) (96) -
s BAREMEEMHEB e transfers to investment properties
revaluation reserve (144) (133) -
e _EE—F+_A=+—H&H e at 31 December 2001 4,789 4,267 -
BYEEGLR Investment properties revaluation reserve
o " EEFT-—F—-—H-QH44% e at 1 January 2001 3,500 2,113 658
o H(HWMME (K21 (F)E (T)) o deficit on revaluation (notes 21(a) & (d)) (211) (113) -
s EEMERRMEL e share of revaluation deficit of
WA (HE21 (7)) an associated company (note 21(d)) 61) - (61)
o HiTHBE(LHEFEBEE e transfers from premises revaluation reserve 144 133 -
s HEHKEMEMER vEHIEE e realisation on disposal of investment properties (42) (4) -
e —EE—E+ A=+ —F&H% e at 31 December 2001 3,330 2,129 597
T RREMESHEHBET Total premises and investment properties
revaluation reserves 8,119 6,396

597
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28 Reserves continued

—sT-F 2001
B A A
£5 77 ASSOCIATED
GROUP BANK COMPANIES
REKEREEGER Long-term equity investment revaluation reserve
—ZEE-E—F—H&% At 1 January 2001 3,452 — _
BERAE Deficit on revaluation (850) - -
AELRBAKRERE Realisation on disposal of long-term
MER 2 EBHEE equity investments (279) - -
—EE-FE4+_A=+—84% At 31 December 2001 2,323 - -
N ERE Capital redemption reserve
—EE-E-f-HK At 1 January and
+TZA=+—H#&% 31 December 2001 99 99 -
—EE-E+_A=+-BRHELS Total reserves at 31 December 2001 30,159 18,477 702
2000
B A A
£5 17 ASSOCIATED
GROUP BANK COMPANIES
1R B8 4 A Retained profits 18,732 11,272 98
THRREMEELHE Premises and investment properties
revaluation reserves 8,742 6,790 658
REREREEAHEE Long-term equity investment revaluation reserve 3,452 - -
BN B G Capital redemption reserve 99 99 -
31,025 18,161 756
RE & A Retained profits
—ZEZE-A B4 At 1 January 2000
s REBESHBUERITR e as previously reported 17,729 12,675 90
e WECHBRNE AR e change in accounting policy in respect of dividends - (1,587) -
o REBFETHENR e as restated 17,729 11,088 90
BhEEE Exchange adjustments (2) (3) -
% 58 FE 15 %5 Al Profit attributable to shareholders 10,014 9,260 47
2 Dividends (9,177)  (9,177) (39)
MEEFTHEGER Transfer of depreciation to premises
revaluation reserve 99 78 -
AEHTU RIKEYE Realisation on disposal of premises and
MERzEMHEE investment properties 69 26 -
—EREEEFT_R=T—B# At 31 December 2000 18,732 11,272 98




28 1%{%% 28 Reserves continued

TEEF 2000
B AT
%8 17 ASSOCIATED
GROUP BANK COMPANIES
T RREMESLEHB Premises and investment properties
revaluation reserves
Tt E A Premises revaluation reserve
s _EXTE-—F-HEH e at 1 January 2000 5,005 4,384 -
o EHLIEE (Hit21(7)) e surplus on revaluation (note 217(d)) 511 482 _
s HREBHMEE ZIFE e transfer of depreciation from retained profits (99) (78) -
s BAREMEEMFEB e transfers to investment properties
revaluation reserve (158) (94) -
o HEHTHMER 2 E(EHIEE e realisation on disposal of premises (17) (17) -
o “ETETE+-_B=+—H&H% e at 31 December 2000 5,242 4,677 —
WEWEEGLRER Investment properties revaluation reserve .
s _TRTHF A RB&HK e at 1 January 2000 3,223 1,964 560
o H(HIEME (K21 (7)) e surplus on revaluation (note 217(d)) 73 64 -
o EIHMENRMEZ e share of revaluation surplus of
BE (KaE21(7)) an associated company (note 21(d)) 98 - 98
s HITHEGEHEREE e transfers from premises revaluation reserve 158 94 -
o HEHLKREMEMER vE(HIERAE e realisation on disposal of investment properties (52) (9) -
e _EEEEF_F=1+—BE&H e at 31 December 2000 3,500 2,113 658.
T REEMEELFEEAST Total premises and investment properties .
revaluation reserves 8,742 6,790 658
RHRZREEGER Long-term equity investment revaluation reserve .
_ZETE-[-HER At 1 January 2000 3,959 - -
BHERE Deficit on revaluation (259) - _
RAEHRHRERE Realisation on disposal of long-term
mERzEBMHIEE equity investments (248) - .
“EETFE+_R=+—HE At 31 December 2000 3,452 - -
AAERFE Capital redemption reserve .
—ZETE-RA-BR At 1 January and
+-R — B &% 31 December 2000 99 99 -
ZEETE+ AT BRELS Total reserves at 31 December 2000 31,025 18,161 756

[EAREIRIEABRFHE]LIED The “Revaluation reserves” and the “Capital redemption reserve” do not represent realised
ERZME  BTARE o profits and are not available for distribution.
RITERERITER 2B R R The Bank and its banking subsidiary companies operate under regulatory jurisdictions
RIS ETEM 2 EE B EREREE which require the maintenance of minimum capital adequacy ratios and which could
AARBHEMAEEITIRTRE RS therefore potentially restrict the amount of retained profits which can be distributed to
i R AR A o shareholders.
()
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29 Ble i BHEE
F) E¥ENRKAEXED2FRS
HEHEX

29 Reconciliation for cash flow statement

(a) Reconciliation of operating profit to net cash flow from

operating activities

2001 2000

iy Operating profit 11,079 11,344
REZBREE Provisions for bad and doubtful debts 424 196
nE Depreciation 386 388
RHSE 2B Amortisation of long-term investments (301) (571)
% U [0l 1% v B I B R Advances written off net of recoveries (1,389) (707)
RHESE Z UKW A Income receivable on long-term investments (2,286) (1,863)
RELLEHZFHEERA Net cash inflow from trading activities 7,913 8,787
RekEHEe & Change in cash and short-term funds 9,358 (8,377)
SEANLRBEHERRE & Change in placings with banks repayable after three months 8,818 95
FREZE Change in certificates of deposit (6,715) (5,333)
BFEBERAGR BEFED Change in securities held for dealing purposes 2,332 (4,206)
REERZEE Change in advances to customers (3,953) (19,729
BEEERARERSZKBAR Change in amounts due from immediate holding company

KRR & and fellow subsidiary companies 820 1,093
HiamE s @ Change in other assets 2,723 (1,896)
BEERZE Change in customer accounts (19,111) 50,837
BHERECLZE Change in certificates of deposit in issue 3,834 3,057
CEXE Pl Change in deposits from banks (1,180) (3,087)
BEEERARERSZKBAR Change in amounts due to immediate holding company

FozE and fellow subsidiary companies (948) (782)
HBE s #8 Change in other liabilities (7,265) 6,391
WpHE=EREMIFELIER Elimination of exchange differences and other non-cash items 928 1,913
KEEELTH FRS RB)/FA Net cash (outflow)/inflow from operating activities (2,446) 28,763

() FRBRERERREEEZH N

(b) Analysis of the changes in cash and cash equivalents during the year

2001 2000
—R—B#% Balance at 1 January 157,511 150,579
BEEHTER Net cash (outflow)/inflow before the effect of
FRE R )/ WA foreign exchange movements (14,235) 8,472
BEgESH 2 Effect of foreign exchange movements (2,173) (1,540)
+-_R=+—8#% Balance at 31 December 141,103 157,511



(R RERERRESEBERDIN

(c) Analysis of the balances of cash and cash equivalents

2001 2000
BEFEREERFERREN Cash in hand and balances with banks and
H it ¢ Bk other financial institutions 3,789 4,330
RHR—EANIHZ Money at call and placings with banks maturing
£ B TF R ¥ within one month 104,990 113,626
B Treasury bills 2,274 1,522
—Z=-AANEBMzEBMTFHRRE Placings with banks repayable between one to three months 29,897 37,136
B Certificates of deposit 153 897
141,103 157,511

30 Contingent liabilities, commitments and derivatives

30 S f e ds - RIERAAETR
(F)aNeE  ERZASLERAR
S 8

(a) Contract amount, credit equivalent amount and

risk-weighted amount

—sT-% 2001
niE e wE
YRR CREDIT RISK-
CONTRACT EQUIVALENT ~ WEIGHTED
AMOUNT ~ AMOUNT  AMOUNT
A& : Contingent liabilities:
R Guarantees 11,802 11,706 3,761
HHE Commitments:
FRELREBMEIBERS Documentary credits and short-term
trade-related transactions 5,768 1,154 1,151
KB EREREAN - Undrawn formal standby facilities, credit lines
EEERE MRS and other commitments to lend:
o —EPTR e under one year 64,317 - -
o —FERLFE e one year and over 19,367 9,683 9,257
HAh Other 47 47 47
89,499 10,884 10,455
EEAH Exchange rate contracts:
BNE R BINER 5 Spot and forward foreign exchange 98,143 1,066 249
EMEZXEY Other exchange rate contracts 7,917 102 21
106,060 1,168 270
FEEH Interest rate contracts:
) == 5 HA Interest rate swaps 44,446 1,035 240
HEMESL Other interest rate contracts 6,842 - -
51,288 1,035 240




30 A MER - RIER
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NOTES ON THE ACCOUNTS continued

30 Contingent liabilities, commitments and

derivatives continued

(a) Contract amount, credit equivalent amount and

BEBMESE & risk-weighted amount continued
—g®-& 2001
477 BANK
HELHE i E
Y oFX CREDIT RISK-
CONTRACT EQUIVALENT ~ WEIGHTED
AMOUNT ~ AMOUNT  AMOUNT
BREREY Contingent liabilities:
= (R Guarantees 12,374 12,278 4,332
HE Commitments:
FRELREBMEIBERS Documentary credits and short-term
trade-related transactions 5,768 1,154 1,151
KB EREREAN - Undrawn formal standby facilities, credit lines
EEBREMRTRE and other commitments to lend:
o —EPIR e under one year 63,910 - -
o —ERME e one year and over 19,367 9,684 9,257
89,045 10,838 10,408
EEEH Exchange rate contracts:
BNHA M BAIMER 5 Spot and forward foreign exchange 101,481 1,099 266
HMEZRAH Other exchange rate contracts 7,917 102 21
109,398 1,201 287
AMEESH Interest rate contracts:
F| & 35 Ef Interest rate swaps 43,152 1,026 239
HipFZEE4 Other interest rate contracts 5,076 - -
48,228 1,026 239




(R)EHNEE FEZHEESER

ERMESE &

(a) Contract amount, credit equivalent amount and

risk-weighted amount continued

2000

=L
A mEE®
Ate® CREDIT RISK-
CONTRACT EQUIVALENT ~ WEIGHTED
AMOUNT ~ AMOUNT  AMOUNT
HBHER : Contingent liabilities:
R Guarantees 3,829 3,763 2,963
AIE Commitments:
EREMNEHESHERS Documentary credits and short-term
trade-related transactions 5,801 1,168 1,160
AHAZEXNEREF - Undrawn formal standby facilities,
=B H R EEE credit lines and other commitments to lend:
o —FEPTR e under one year 59,665 - -
o —ENIAE e one year and over 18,438 9,219 8,975
83,904 10,387 10,135
EXEH Exchange rate contracts:
BEREHINER 5 Spot and forward foreign exchange 169,896 2,886 647
HEmEXEH Other exchange rate contracts 6,504 174 37
176,400 3,060 684
B Interest rate contracts:
il %= 2 1A Interest rate swaps 46,951 842 201
EmAMELEL Other interest rate contracts 6,229 - -
53,180 842 201
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30 oA fEH - RIER 30 Contingent liabilities, commitments and
ﬁiﬁfIE\‘ E derivatives continued
(R)EHNSE FEZHESER (a) Contract amount, credit equivalent amount and
EBmMESE & risk-weighted amount continued
PPy 2000
£ 17 BANK
EEZ 1
AESE  NESE
R okE:] CREDIT RISK-

CONTRACT EQUIVALENT ~ WEIGHTED
AMOUNT AMOUNT AMOUNT

HEEH Contingent liabilities:
(R Guarantees 4,435 4,369 3,558
R Commitments:
FABKRRHEIBERS Documentary credits and short-term
trade-related transactions 5,801 1,168 1,160
ABBAZEXBHREMN - Undrawn formal standby facilities,
EEBERE MRS credit lines and other commitments to lend:
o —EPI e under one year 59,108 - -
o —FERNMNE e one year and over 18,173 9,087 8,843
83,082 10,255 10,003
EEEH Exchange rate contracts:
BNE MR EIANER 5 Spot and forward foreign exchange 173,218 2,919 663
HEZAH Other exchange rate contracts 6,504 174 37
179,722 3,093 700
FEE4 : Interest rate contracts:
| = 35 HY Interest rate swaps 46,129 829 198
HipFZEE4 Other interest rate contracts 6,155 - -
52,284 829 198

FRINHBEABRUIRGZEEAR The tables above give the nominal contract, credit equivalent and risk-weighted amounts
N FEZHESSENARNES of off-balance sheet transactions. The credit equivalent amounts are calculated for the
HoEEZEZHESE HAEHE purposes of deriving the risk-weighted amounts. These are assessed in accordance with the
ERMESHEZH HESBEDNRESR Third Schedule of the Hong Kong Banking Ordinance on capital adequacy and depend on
BRITEGOIM AR =2 EAR T XM  the status of the counterparty and the maturity characteristics. The risk weights used range
FE IRIHSHEZEENERE from O per cent to 100 per cent for contingent liabilities and commitments, and from 0 per

i

HME - MBRABEMFAE - BIRR cent to 50 per cent for exchange rate, interest rate and other derivative contracts.
MERERZTEASZ —A  WBE

EFEREMTETASLD - QAR

MERERZEEAANZET °



(R)EHEE FEZHESSER
ERNESE o
REEBRAEOBEEERBsT
B AREREEL A% ERER
REFEZRE IS RZBEBRERE
HBaEPREERZERER - HEE
HEXHH  SRELTF 2EH S
FOREREGERN HATERE
MRz ER - ARLEREER M8
REAMBHE  WANSE BT
TRERTRE2EKR -
BEBBEXRMUIINZEBRIAR BN
E- MERREEMS LTS
B 2Y BRYREESRH
WETAEZANSEBREEER N
REMZRFHE  BIFTREKABRE
BoUETAZEERSEENRES
BERTEEPMER = ERIHE A
EmESERAFREZENEERE
EzEBEERBME 248 -

(a) Contract amount, credit equivalent amount and
risk-weighted amount continued

Contingent liabilities and commitments are credit-related instruments which include
acceptances, letters of credit, guarantees and commitments to extend credit. The risk
involved is essentially the same as the credit risk involved in extending loan facilities to
customers. These transactions are, therefore, subject to the same credit origination, portfolio
maintenance and collateral requirements as for customers applying for loans. As the
facilities may expire without being drawn upon, the total of the contract amounts is not
representative of future liquidity requirements.

Off-balance sheet financial instruments arise from futures, forward, swap and option
transactions undertaken in the foreign exchange, interest rate and equity markets.

The contract amounts of these instruments indicate the volume of transactions outstanding
at the balance sheet date and do not represent amounts at risk. The credit equivalent
amount of these instruments is measured as the sum of positive mark-to-market values and
the potential future credit exposure in accordance with the Third Schedule of the Hong Kong

Banking Ordinance.

(Z)EBHAF (b) Replacement cost
& @ GROUP 477 BANK
2001 2000 2001 2000
EEAL Exchange rate contracts 310 1,491 310 1,491
F &A% Interest rate contracts 859 722 856 715
1,169 2,213 1,166 2,206

BHZEBERARKABRTEZM®E
AT#Ec&N (BEFEEREZA
KEB MEEENLEFETMNEE
FEEE R -

The replacement cost of contracts represents the mark-to-market assets on all contracts
(including non-dealing contracts) with a positive value and which have not been subject

to any bilateral netting arrangement.
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NOTES ON THE ACCOUNTS continued

30 Contingent liabilities, commitments and
derivatives continued
() Included in the above tables are the following amounts of derivative contracts which

were made for dealing purposes:

£ 8 GROUP 47 BANK
2001 2000 2001 2000

EXEY : Exchange rate contracts:
BIEA KR HIINER 5 Spot and forward foreign exchange 98,143 169,896 101,481 169,896
EMEZREH Other exchange rate contracts 7,580 6,204 7,580 6,204
105,723 176,100 109,061 176,100

MESH - Interest rate contracts:

il %= 2 1A Interest rate swaps 30,505 27,990 30,505 27,990
HmAEE4 Other interest rate contracts - 750 _ 750
30,505 28,740 30,505 28,740

HREE  FIZRHEMTETRAL
TEEEE Mk - B A ER b S 1F
REERBEE - WEANDERAED
GRIVSHREAAT Z ERERRA
HE R ERARL
BRLERBERMANIN  ATER BE
B MR REE AR BT FER KA

o

it

n
o

=

31 BARIFKM & E

BE_ZZ-F+_F=t—-8 A&
EraEBEN+AEZREET (=
TETF B/ TREATFE L X
BITZABRBEN+ ETHAET
ZETTE ABNATARRETE D
RUBE(BEFTRATRREZFHU
FEEHEEEERBEALORE RS
ZEBE)EER - AEBERERLZER
EMERzEESEABERAB =T
BATREEL (ZEZTEF : BEN
BZT/\B=F—8&8x) RITHA
BENE_+t_EBATHEEET (ZF
ZEFE EAE-ERTBATLER
) WEEBIK[EFRe RREHE
IRIRBREIAZEBAK -

—

The remaining exchange rate, interest rate and other derivative contracts were made for
non-dealing purposes, i.e. to hedge risk, or to synthetically alter the risk characteristics of
assets and liabilities. The transactions are either conducted directly in the market or indirectly
through Group counterparties or fellow subsidiary companies.

In addition to the above, the Bank enters into guarantees and letters of support on

behalf of other Group entities in the normal course of business.

31 Assets pledged as security for liabilities

At 31 December 2001, liabilities of the Group amounting to HK$4,605 million (2000:
HK$8,550 million) and of the Bank amounting to HK$4,605 million (2000: HK$8,550
million) were secured by the deposit of assets, including assets deposited with central
depositories to facilitate settlement operations and those subject to sale and repurchase
arrangements. The amount of assets pledged by the Group to secure these liabilities was
HK$53,695 million (2000: HK$42,831 million) and by the Bank was HK$42,255 million
(2000: HK$35,699 million) and mainly comprised items included in “Cash and short-term

funds” and “Long-term investments”.



32 Capital commitments

£ % GROUP 47 BANK
2001 2000 2001 2000
EREREIEHZRAX Expenditure authorised and contracted for 141 188 115 126
EREEREITEN AT Expenditure authorised but not contracted for - - - -
141 188 115 126

33 M&KIE
AEBOSEEEANRE Y ET Y
RiE REHEY AR —BA—
TEE - 3o 315 1 5 98 4 8 L B
Wi R BTRL - RERNHLES
ERERS -

RABE B ERON KRR ERS
THEENT

33 Lease commitments

The Group leases certain properties and equipment under operating leases. The leases

typically run for an initial period of 1 to 5 years and may include an option to renew the

lease when all terms are renegotiated. None of these leases includes contingent rentals.
The total future minimum lease payments payable under non-cancellable operating

leases are as follows:

£ % GROUP 17 BANK

2001 2000 2001 2000

—ELR Within one year 163 158 163 157
—FUEEREF Between one and five years 289 354 289 354
452 512 452 511

ARERE=-MRBELB/NFTE L=
REMBRMTE - ERBERBME
RET  AEBESFE 2HRTIUAF
Bz BamEEAXE o FEN RN E
FE2H - DaBHE MR FMhE R
E Y RZEFE2BREAI - AT
EARBEERFERENEERE R
HrEetE((RER])  LEREE
REMNESGOIMEZEL - R_FZ
—ERAREERBEEHE CHRAE
B-BEL (CETTF E) AFE
AREER R KRS E 2B AL
BNE=THNRELT(_ZFTZTF &
B_E-—T—a&m) (MEs(T)-

34 Staff retirement benefit schemes

The Group operates three defined contribution schemes and three defined benefit schemes.
Contributions to the defined contribution schemes applicable to each year are charged to
the profit and loss account for the year. Contributions to defined benefit schemes are
made in accordance with the advice of qualified actuaries based on annual actuarial
valuations and are charged to the profit and loss account for the year. The Bank and
relevant Group entities have also participated in the mandatory provident fund schemes
("MPF schemes”) registered under the Hong Kong Mandatory Provident Fund Ordinance.
Contributions to MPF schemes in 2001 amounted to HK$3 million (2000: Nil). The
Group's total retirement benefit cost for the year was HK$434 million (2000: HK$222
million) (note 4(d)).
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EBBERKHEEIRTEELER
EFIEE BN AR B2 B2 LR

BERES KPR EREREERE
Lz EMER - BARBAEBEHME

ZEFESEE  E-BREEAME
RN 8 2 RA - THRBE R IRE
B R0 2 B IRk 1 AT (G - YR B
BYZRGHEAF ZRBIER -
BRIBCRERKBMAIARELE
RITREM RS- %t 8 R —

FMEEAEtE > REESAATZEED
FRE SFEETRERE ¥ —
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HT MRS RMBEAREZASRRE
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NOTES ON THE ACCOUNTS continued

34 Staff retirement benefit schemes continuea

The Hong Kong Occupational Retirement Schemes Ordinance (“the Ordinance”) requires
retirement benefit schemes in Hong Kong to be fully funded on a wind-up basis. The
Ordinance requires any deficits on an on-going basis to be eliminated over a period of
time in accordance with the funding recommendations of a qualified actuary. The costs of
the retirement benefit schemes are assessed in accordance with the advice of qualified
actuaries so as to recognise the cost of retirement benefits on a systematic basis over
employees’ service lives and take into account the relevant provisions of the Ordinance.

The principal scheme, the Hang Seng Bank Limited Defined Benefit Scheme is a defined
benefit scheme with assets held separately from those of the Group. Actuarial valuations
are performed annually. The latest valuation was made at 31 December 2001 and was
performed by E Chiu, Fellow of the Society of Actuaries of the United States of America,
of HSBC Life (International) Limited, a fellow subsidiary company of the Bank.

At that date, the market value of the scheme’s assets was HK$2,795 million (2000:
HK$3,132 million). On an on-going basis, the scheme’s assets represented 92% (2000:
107%) of the benefits accrued to members, after allowing for expected future increases
in salaries, and the resulting deficit amounted to HK$230 million (2000: surplus of
HK$200 million). On a wind-up basis, the scheme’s assets represented 100% (2000: 117 %)
of the members’ vested benefits, based on salaries at that date, and the resulting surplus
amounted to HK$5 million (2000: HK$461 million). The actuarial method used is the
Projected Unit Credit Method and the main assumption used in this valuation was that
the annual rate of investment return would be higher than the rate of annual salary increase
by one percentage point.

Due to the adoption of the new actuarial method in 2001, the comparative figures for

2000 have been restated to conform with the current year’s presentation.
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35 Cross border claims

Cross border claims include receivables and loans and advances, balances due from banks
and holdings of certificates of deposit, bills, promissory notes, commercial paper and other
negotiable debt instruments and also include accrued interest and overdue interest on
these assets. Claims are classified according to 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 per cent or more of the aggregate cross

border claims are shown as follows:

= 2001
[B) 5 R H At
BANKS & OTHER PUBLIC
FINANCIAL SECTOR HApt A%
INSTITUTIONS ENTITIES OTHER TOTAL
TEEEBEAND AR Asia Pacific excluding Hong Kong
o BM e Australia 17,850 1,260 1,691 | 20,801
o Hfh e Other 33,442 2,283 2,707| | 38,432
51,292 3,543 4,398 59,233
EM The Americas
e MEX e Canada 15,982 3,752 349| | 20,083
o Hfh e Other 6,737 1,343 7,538/ | 15,618
22,719 5,095 7,887 35,701
ik Western Europe
o 2 e Germany 25,136 954 2| | 26,092
o [ e United Kingdom 20,465 - 1,903 22,368
o Hfth e Other 54,393 1,617 2,298/ | 58,308
99,994 2,571 4,203 106,768
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35 Cross border claims continued

TRRE 2000
CEY:E-20
LR REHE
BANKS & OTHER PUBLIC
FINANCIAL SECTOR Hits At
INSTITUTIONS ENTITIES OTHER TOTAL
TEEEEEANTEAR Asia Pacific excluding Hong Kong
o RN e Australia 20,826 696 509| | 22,031
o Hith e Other 35,746 1,901 2,742| | 40,389
56,572 2,597 3,251 62,420
EM The Americas
s MEX e Canada 21,329 9,632 248 31,209
o Hif e QOther 11,907 3,794 4,851 20,552
33,236 13,426 5,099 51,761
pigy Western Europe
o =[] e Germany 26,911 527 1 27,439
o HE] e United Kingdom 20,330 - 511 20,841
o Hit e QOther 61,571 790 1,615 63,976
108,812 1,317 2,127 112,256

36 DT

() %=#%E5
BESMT 2 BAE S  BERBRERG
BRtE R - ERNEEADEM
BeARHIES R BAREMES
BIRAT R 2 B3R o BOAD BLAIA K %
BREE ERRARDEZERER
AE-REXBEASERENE K
MEFE EERBN [ %% IE
TZBEEBRARSEBERNZBXHB
XA -

SR IZEBOIRAKRESR - BA
BOTEBRBEARP (BRLARTE
P)RERITRE (BEFHR - AR
RERAMZEER) REHER (B
BRREERE) BERTEBEAR
EhNELCEYEPREHESBER
B IRREBMBBEBREAARE
ERBBEPIRARYE -ZENTERH
A EREREATHEE A RRITA
BeBEE ERRPDESURRITER
ELZAMSRMERRZFHRE - &
MEFIZEREERRES TR
B NERBERRHAESRE -

36 Segmental analysis

(a) By business segment

For the purpose of segmental analysis, the allocation of revenue reflects the benefits of
capital and other funding resources allocated to the business or geographical segments by
way of internal capital allocation and funds transfer pricing mechanisms. Cost allocation
is based on the direct cost incurred by the respective segments and apportionment of
management overheads. Rental charges at market rate for usage of premises are reflected
as inter-segment income for the “Other” segment and inter-segment expenses for the
respective business segments.

The Group comprises five business segments. Personal financial services provides banking
services (including deposits, credit cards, mortgages and other retail lending) and wealth
management products (including insurance and investment) to personal customers.
Commercial banking manages middle market and smaller corporate relationships and
provides trade-related financial services. Corporate and institutional banking handles the
relationships with large corporate and institutional customers. Treasury engages in interbank
and capital market activities and proprietary trading. Treasury also manages the funding and
liquidity positions of the Bank and other market risk positions arising from banking activities.
Other mainly represents shareholders’ funds management and investments in premises,

investment properties and long-term equities.



() ¥EBER = (a) By business segment continued
—g8-%F 2001
Imker
BARTER HERT W £
PERSONAL %37 CORPORATE & INTER-
FINANCIAL COMMERCIAL INSTITUTIONAL HEER S SEGMENT &
SERVICES BANKING BANKING TREASURY OTHER  ELIMINATION TOTAL
AR X H
Income and expenses
F NS WA
Net interest income 6,700 1,108 732 1,667 1,453 - 11,660
BEWA
Operating income 2,073 907 288 278 401 - 3,947
5B EBUA
Inter-segment income - - - - 415 (415) -
B R A
Total operating income 8,773 2,015 1,020 1,945 2,269 (415) 15,607
TS
Operating expenses* (2,691) (825) (104) (119) (365) - (4,104)
BEBXH
Inter-segment expenses (324) (75) 9) (7) - 415 -
MBEEEA 2 EE RN
Operating profit before provisions 5,758 1,115 907 1,819 1,904 - 11,503
RIERER
Provisions for bad and doubtful debts (573) 38 81 - 30 - (424)
BT
Operating profit 5,185 1,153 988 1,819 1,934 - 11,079
AREERERRBKRE2EF
Profits on tangible fixed assets and
long-term investments 17 39 - 113 224 - 393
BEEWEFRE
Net deficit on property revaluation - - - - (14) - (14)
FE(G B & 1 A 2 % A
Share of profits of associated companies 7 - - - 49 - 56
B B0 AT — AR 35 15 0 A
Profit on ordinary activities before tax 5,209 1,192 988 1,932 2,193 - 11,514
EFRFTEHEEEHRS
Operating profit excluding
inter-segment transactions 5,509 1,228 997 1,826 1,519 - 11,079
TEENE
* Including depreciation (136) (33) (3) (2) (212) - (386)
BmEE
Total assets 136,233 22,692 63,108 226,656 26,098 - 474,787
me R
Total liabilities 308,404 69,101 16,412 10,022 25,777 - 429,716
BERARRE
Investments in associated companies 89 - - - 685 - 774
FREXRMX
Capital expenditure
incurred during the year 114 20 1 3 55 - 193
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36 HEDH » 36 Segmental analysis continues
() ¥EBER = (a) By business segment continued
2000
IBRER ik 3
BART$H AR W% I % 44
PERSONAL %7 CORPORATE & INTER-
FINANCIAL COMMERCIAL INSTITUTIONAL EES it %% SEGMENT &
SERVICES BANKING BANKING TREASURY OTHER  ELIMINATION TOTAL
WA R X H
Income and expenses
M B A
Net interest income 6,617 1,197 841 1,062 1,974 - 11,691
BERA
Operating income 1,907 780 275 268 344 - 3,574
BEBBA
Inter-segment income - - - - 389 (389) -
BEERA
Total operating income 8,524 1,977 1,116 1,330 2,707 (389) 15,265
EEXM*
Operating expenses* (2,339) (832) (97) (124) (333) - (3,725)
BEBXH
Inter-segment expenses (293) (84) (7) (5) - 389 -
MEREBE AT 2 & % E
Operating profit before provisions 5,892 1,061 1,012 1,201 2,374 - 11,540
RIEREH
Provisions for bad and doubtful debts (346) 76 (52) - 126 - (196)
BT
Operating profit 5,546 1,137 960 1,201 2,500 - 11,344
EREEEERRBKRE 2R
Profits on tangible fixed assets and
long-term investments 65 78 - 2 103 - 248
EHWEFEE
Net surplus on property revaluation - - - - 28 - 28
FE(G B & 1 A 2 % A
Share of profits of associated companies 7 - - - 48 - 55
BR B AT — AR R T
Profit on ordinary activities before tax 5,618 1,215 960 1,203 2,679 - 11,675
EERFTEEEEHR S
Operating profit excluding
inter-segment transactions 5,839 1,221 967 1,206 2,111 - 11,344
*EERE
* Including depreciation (131) (40) (2) (3) (212) - (388)
BmEE
Total assets 132,675 20,380 64,829 254,829 28,071 - 500,784
Bamg
Total liabilities 298,208 88,641 26,375 16,077 25,546 - 454,847
BENERE
Investments in associated companies 43 - - - 746 - 789
FRERMEX
Capital expenditure
incurred during the year 92 24 1 2 17 - 136




() HEBEHSE
wERESBHEMEAR T RE?
WEHIIRRITABEERFARE KA
ZRITRDITRERE D o

(b) By geographical region

Geographical segments are classified by the location of the principal operations of the

subsidiary companies or, in the case of the Bank itself, by the location of the branches

responsible for reporting the results or advancing the funds.

mERWA
(EMBFRFEXH)

BB

EM

Hit

BRBEAT — R R A
BB
EM
Hith

REE
BB
E
Hit

=R
BB
EM
Hith

EREFMX

BB
EM
Hit

REEBRAR
BB
E
Hit

Total operating income
(net of interest expense)

Hong Kong

Americas

Other

Profit on ordinary activities before tax
Hong Kong
Americas

Other

Total assets
Hong Kong
Americas

Other

Total liabilities
Hong Kong
Americas

Other

Capital expenditure incurred
during the year

Hong Kong

Americas

Other

Contingent liabilities and commitments
Hong Kong
Americas

Other

2001 2000
14,227 91 14,482 95
1,307 8 741 5
73 1 42 -
15,607 100 15,265 100
10,097 88 10,937 94
1,261 11 720 6
156 1 18 -
11,514 100 11,675 100
370,489 78 431,574 86
98,145 21 63,055 13
6,153 1 6,155 1
474,787 100 500,784 100
415,739 97 439,705 97
10,068 2 10,630 2
3,909 1 4,512 1
429,716 100 454,847 100
190 98 133 98
1 1 - -
2 1 3 2
193 100 136 100
100,704 99 84,939 97
- - 414 -
597 1 2,380 3
101,301 100 87,733 100
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NOTES ON THE ACCOUNTS continued

37 Loans to officers
Particulars of loans to officers of the Bank disclosed pursuant to section 161B of the Hong

Kong Companies Ordinance:

R+-A=+-H
FRERZBER
AGGREGATE AMOUNT
OF RELEVANT LOANS
OUTSTANDING

AT 31 DECEMBER

FHHEBER
ZRBBER
MAXIMUM AGGREGATE
AMOUNT OF RELEVANT
LOANS OUTSTANDING
DURING THE YEAR

2001 2000 2001 2000

RIRITE

38 BAREILE
REEBLMERBEH Y (HTEHA
REEHRRAK RS 2 AT A%E
RT-A=+-BrERBTERNE
ARTHLEMT :

By the Bank 67 34 93 73

38 Capital adequacy ratios
The Group's capital adequacy ratios adjusted for market risk at 31 December, calculated
in accordance with the guideline “Maintenance of Adequate Capital Against Market Risk”

issued by the Hong Kong Monetary Authority, are as follows:

2001 2000
SH B 48 R K L R Adjusted total capital ratio 15.3% 15.3%
IR — WA K & Adjusted tier 1 capital ratio 12.3% 11.9%

*ETF%%%E??%(IM‘MH‘% Z R &
CAKERtTZAZ+T-RZEAR
RHER:

The Group's capital adequacy ratios at 31 December, calculated in accordance with the

Third Schedule of the Hong Kong Banking Ordinance, are as follows:

2001 2000
FERE YN e Total capital ratio 15.3% 15.4%
— B KL= Tier 1 capital ratio 12.3% 12.0%



39 GEE e
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39 Liquidity ratio
The Group's average liquidity ratio for the year, calculated in accordance with the Fourth

Schedule of the Hong Kong Banking Ordinance, is as follows:

2001 2000

ATREEERTEH I BEME QA

40 AEANLZEARS
(R ERERADARESRNEBAR
R-FZ—F ARERERZRITE
B E EE R E B R AR KRR
BRAETEBRS  HPBERET
HoRAERFREERBERMIINZ X
S WERHYPRER 2mIZERE
Teltdh SETRAERRBRER
E2ECRBEBERARAZHETZAET
BMEAMEYURXERKDMAE -
AEERAERERARZETFER
RERBLBELADEPDEIRBE
RBARAREERATER - Wi
A T E o — R BRI AE A A &
KRRBENBRAREERRARER
A RETA— RS RHME QR RIEH
ERFERBEEER °
AEENRUERGMEE 2 BN
FPEEBBE L BRESREERER
Mohzaahe@mT

The Bank and its major banking subsidiaries 45.6% 43.3%

40 Material related party transactions

(a) Immediate holding company and fellow subsidiary companies

In 2001, the Group entered into transactions with its immediate holding company and
fellow subsidiary companies in the ordinary course of its interbank activities including the
acceptance and placement of interbank deposits, correspondent banking transactions and
off-balance sheet transactions. The activities were priced at the relevant market rates at the
time of the transactions. The Group participated, in its ordinary course of business, certain
finance leases arranged by its immediate holding company and received commission income
therefrom at a commercial rate.

The Group used the IT services of and shared an automated teller machine network
with its immediate holding company on a cost recovery basis. The Group also maintained
a staff retirement benefit scheme for which a fellow subsidiary company acts as insurer and
administrator and acted as agent for the marketing of Mandatory Provident Fund products
for a fellow subsidiary company.

The aggregate amount of income and expenses arising from these transactions during
the year, and the balances of amounts due to and from relevant related parties and the total

contract sum of off-balance sheet transactions at the end of the year are as follows:

% GROUP
PENELEE INCOME AND EXPENSES FOR THE YEAR 2001 2000
FEMA Interest income 443 702
MEXH Interest expense 51 81
HiEERA Other operating income 169 55
BEIH Operating expenses 847 537
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NOTES ON THE ACCOUNTS continued

40 Material related party transactions contined

(a) Immediate holding company and fellow subsidiary companies continued

BALANCES AT 31 DECEMBER

Details of balances due from and due to the immediate holding company and fellow

subsidiary companies are set out in note 16 “Amounts due from/to immediate holding

company and fellow subsidiary companies”. Details of contract amount, credit equivalent

amount and risk-weighted amount of off-balance sheet transactions with immediate

holding company and fellow subsidiary companies are set out below:

& ¥ GROUP
EEZ AL
LEEES migES |
CREDIT RISK-
EQUIVALENT  WEIGHTED
AMOUNT  AMOUNT
MELEZREH Interest rate and exchange rate contracts:
—EE-—F 2001 317 63
—ZTTE 2000 884 177
(Z)BERQT (b) Associated companies
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The Group maintains an interest-free shareholders’ loan to an associated company. The

balance at 31 December 2001 was HK$208 million (2000: HK$208 million). The Bank

acted as agent for the marketing of life insurance products for an associated company.

Total agency commissions received during the year amounted to HK$257 million (2000:

HK$171 million).

(c) Ultimate holding company

In 2001, no transaction was conducted with the Bank’s ultimate holding company

(unchanged from 2000).

(d) Key management personnel

In 2001, no material transaction was conducted with key management personnel of the

Bank and its holding companies and parties related to them (unchanged from 2000).



41 &R E 41 Ultimate holding company
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The ultimate holding company of the Bank is HSBC Holdings plc, which is incorporated

in Great Britain and registered in England and Wales.

42 JiRIE 42 Approval of accounts
AEHEBER_ZZ_F-ANBLES

The accounts were approved and authorised for issue by the Board of Directors on
ERBREEM -

4 March 2002.



