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For the year ended 31st December, 2001
(Expressed in thousands of Hong Kong dollars)

1.

PRINCIPAL ACTIVITIES
The Bank and its subsidiaries are engaged in commercial banking and related financial

services.

PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

()

Statement of compliance

The accounts have been prepared in accordance with all applicable Statements
of Standard Accounting Practice ("SSAP") and Interpretations issued by the Hong
Kong Society of Accountants ("HKSA"), accounting principles generally accepted
in Hong Kong and the requirements of the Hong Kong Companies Ordinance.
These accounts also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
and the module on “Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual issued by the Hong Kong
Monetary Authority. A summary of the significant accounting policies adopted
by the Group is set out below.

Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of investment properties and the marking to market
of certain investment in securities as explained in the accounting policies set
out below.

Investments in subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a
company in which the Group, directly or indirectly, holds more than half of the
issued share capital, or controls more than half of the voting power, or controls
the composition of the Board of Directors. Subsidiaries are considered to be
controlled if the Bank has the power, directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the consolidated
accounts, unless it is acquired and held exclusively with a view to subsequent
disposal in the near future or operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the Group, in which case, it is
stated in the consolidated balance sheet at fair value with changes in fair value
recognised in the investment revaluation reserve as they arise.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

Investments in subsidiaries and controlled enterprises (continued)
Intra-group balances and transactions, and any unrealised profits arising from
intra-group transactions, are eliminated in full in preparing the consolidated
accounts. Unrealised losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

In the Bank's balance sheet, an investment in a subsidiary is stated at cost less
any impairment losses (note 2(0)), unless it is acquired and held exclusively with
a view to subsequent disposal in the near future or operates under severe long-
term restrictions which significantly impair its ability to transfer funds to the
Bank, in which case, it is stated at fair value with changes in fair value recognised
in the investment revaluation reserve as they arise.

Associated companies

An associated company is an entity in which the Group or Bank has significant
influence, but not control or joint control, over its management, including
participation in the financial and operating policy decisions.

An investment in an associated company is accounted for in the consolidated
accounts under the equity method and is initially recorded at cost and adjusted
thereafter for the post acquisition change in the Group's share of the associated
company's net assets, unless it is acquired and held exclusively with a view to
subsequent disposal in the near future or operates under severe long-term
restrictions that significantly impair its ability to transfer funds to the Bank, in
which case it is stated at fair value with changes in fair value recognised in the
investment revaluation reserve as they arise. The consolidated profit and loss
account reflects the Group's share of the post-acquisition results of the associated
companies for the year, including any amortisation of positive or negative goodwill
charged or credited during the year in accordance with note 2(e).

Unrealised profits and losses resulting from transactions between the Group and
its associated companies are eliminated to the extent of the Group's interest in
the associated company, except where unrealized losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately
in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(d) Associated companies (continued)

(e)

()

In the Bank's balance sheet, its investments in associated companies are stated
at cost less impairment losses (note 2(0)), unless it is acquired and held exclusively
with a view to subsequent disposal in the near future or operates under severe
long-term restrictions that significantly impair its ability to transfer funds to the
Bank, in which case, it is stated at fair value with changes in fair value recognised
in the investment revaluation reserve as they arise.

Goodwill

Positive goodwill arising on consolidation represents the excess of the cost of
the acquisition over the Group's share of the fair value of the identifiable assets
and liabilities acquired. Positive goodwill is amortised to the consolidated profit
and loss account on a straight line basis over 10 years. In respect of controlled
subsidiaries, positive goodwill is stated in the consolidated balance sheet at cost
less any accumulated amortisation and any impairment losses (note 2(0)). In
respect of acquisition of associated companies, the cost of positive goodwill less
any accumulated amortisation and any impairment losses (note 2(0)) is included
in the carrying amount of the investments in associated companies.

On disposal of a controlled subsidiary or an associated company during the year,
any attributable amount of purchased goodwill not previously amortised through
the consolidated profit and loss account or which has previously been dealt with
as a movement on Group reserves is included in the calculation of the profit or
loss on disposal.

Advances and doubtful debts

(i) Advances to customers are measured at the cash consideration at the time
of drawdown and are stated in the balance sheet after deducting provisions
for estimated losses subsequently.

(i) Amounts have been set aside as general provisions for doubtful debts, and
in addition, specific provisions are made for non-performing loans following
guidelines established by the Directors. When there is no longer any realistic
prospect of recovery, the outstanding debt is written off.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

()

(9)

(h)

0]

Advances and doubtful debts (continued)

(i) All loans which are over 90 days past due, and which are not fully
collateralised, are automatically classified as non-performing. Interest
accrued on non-performing loans is not taken as income but credited to a
suspense account, which is netted in the balance sheet against the
appropriate balance sheet headings.

Interest and fees

Interest income and expense are accrued on a time-apportioned basis on the
principal outstanding and at the rate applicable except in the case of interest on
non-performing loans (note 2(f)). Interest income from dated debt securities
intended to be held to maturity is recognised as it accrues, as adjusted by the
amortisation of the premium or discount on acquisition, so as to achieve a constant
rate of return over the period from the date of purchase to the date of maturity.
Fee income and expense are recognised when earned or incurred, except where
the fee is charged to cover the costs of a continuing service to, or risk borne for,
the customer, or is interest in nature. In these cases, the fee is recognised on an
appropriate basis over the relevant period.

Deferred taxation

Deferred taxation is provided using the liability method in respect of the taxation
effect arising from all material timing differences between the accounting and
tax treatment of income and expenditure, which are expected with reasonable
probability to crystallise in the foreseeable future.

Future deferred tax benefits are not recognised unless their realisation is assured
beyond reasonable doubt.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong
dollars at the exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated into Hong Kong
dollars at the exchange rates ruling at the balance sheet date. Exchange gains
and losses are dealt with in the profit and loss account.

The accounts of overseas branches and subsidiaries are translated into Hong

Kong dollars at the exchange rates ruling at the balance sheet date. The exchange
differences are dealt with as movements in reserves.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(j) Tangible fixed assets and depreciation

0]

(i)

(ii1)

(iv)

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80 of SSAP 17 “Property, Plant and Equipment”
issued by the HKSA, with the effect that bank premises have not been
revalued to fair value at the balance sheet date.

Equipment, comprising furniture, plant and other equipment, is stated at
cost less depreciation calculated on a straight line basis to write off the
assets over their estimated useful lives, which are generally between 3 to
10 years.

No amortisation is provided on freehold land. Leasehold land is amortised
in equal annual instalments over the remaining term of the lease. Buildings
are amortised by equal instalments over the estimated useful lives which in
no case exceed 50 years.

Investment properties are stated in the balance sheet at their open market
values which are assessed by professional qualified valuers. Any surplus or
deficit arising on revaluation is treated first as a movement in the investment
properties revaluation reserve and, to the extent that accumulated deficits
exceed surpluses, subsequently as a charge to the profit and loss account.

(k) Investments in securities

0]

(ii)

Dated debt securities that the Group and/or the Bank have the ability and
intention to hold to maturity are classified as held-to-maturity securities.
Held-to-maturity securities are stated in the balance sheet at amortised
cost less any provisions for diminution in value.

The carrying amounts of held-to-maturity securities are reviewed as at the
balance sheet date in order to assess the credit risk and whether the carrying
amounts are expected to be recovered. Provisions are made when carrying
amounts are not expected to be recovered and are recognised as an expense
in the profit and loss account.

Trading securities are stated in the balance sheet at fair value. Changes in
fair value are recognised in the profit and loss account as they arise.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(k) Investments in securities (continued)

()

(iii) Non-trading securities are stated in the balance sheet at fair value. Changes
in the fair value are recognised in the investment revaluation reserve until
the security is sold, collected, or otherwise disposed of, or until there is
objective evidence that the security is impaired, at which time the relevant
cumulative gain or loss is transferred from the investment revaluation reserve
to the profit and loss account.

(iv) Transfers from the investment revaluation reserve to the profit and loss
account as a result of impairments are reversed when the circumstances
and events that led to the impairment cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the
foreseeable future.

(v) Profits or losses on disposal of investments in securities are accounted for
in the profit and loss account as they arise. In the case of non-trading
securities, the profit or loss includes any amount previously held in the
investment revaluation reserve in respect of that security.

Finance and operating leases

Leases under which substantially all the risks and benefits of ownership are
transferred to the lessees are classified as finance leases. Where the Group is a
lessor under finance leases, an amount representing the net investment in the
lease is included in the balance sheet as " Advances to customers”. Finance income
implicit in the lease payment is recognised as "Interest income" over the period
of the leases in proportion to the funds invested. Hire purchase contracts having
the characteristics of finance leases are accounted in the same manner as finance
leases.

Other leases are classified as operating leases. Where the Group is a lessor under
operating leases, the leased assets are included in "Tangible fixed assets". Rentals
receivable under operating leases are recognised as "Other operating income” in
equal installments over the accounting period covered by the lease term.

41



MR IR B aE

Notes to the Accounts

2.

42

FEGHBR (F)
(m RERRELISIZEMIR

(0)

BEABERMSNZERTAD
REEINE  MERREED
S EETTZHE  mERE
X5 WETAZARAIAR
TEBRRZIREER - AR
ERFEREREERERA

AME -

RBBAEFZITETANTE
ik BRRERBRIINRZ
SENAEREAN - EEER
EEEBRET - BAHHRRT
RUBBIABEEEXARL
ITE TR ERSIR - it
FHAMBZBRREEER
BE—H - BENZRERER
ZHMEEHANRBERETEE
EMRERAR
ZRENRAIBEIET -
BEEARABEFEBMAE
FHEERH AN B LEN R
WEEE LB e SR
AR EERASERE A
BREZ2ERA - BIRES
BEEMBRAXNAESEIA
Hfg e

GEEEZE RS- EiF
AT BEH BRI S K
FERHEBE B - RILIR
BEEERREAIAAE K
RO ERBN - BER
EREGRHE-HALZER
REHFEEETAIAREE
RE -

RERER%

MAES R INE B R BR
nEEAEEANE GREED
¥) ®E REBHEEE
AEEs (MiEak)) HHEE
BERE  HAGAFEEL
AREHE REZEENR
TED {578 48 ] M [l R s B R
ERARBRER -

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(m) Off-balance sheet financial instruments

(n)

(o)

Off-balance sheet financial instruments arise from forward, swap and option
transactions undertaken in the foreign exchange, interest rate and equity markets.
The method of accounting for these instruments is dependent upon whether the
transactions are undertaken for dealing purposes, to hedge risk, or as part of the
management of asset and liability portfolios.

Derivatives carried in dealing portfolios are marked-to-market, and gains and
losses included in dealing profits or losses. Derivatives used in balance sheet
management to hedge open positions for specific assets or liabilities, are
accounted for on an accruals basis, consistent with the underlying cash assets
and liabilities held in these portfolios. In addition, interest rate swaps used for
strategic management of interest rate positions are accounted for on an accruals
basis.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Bank or Group has a legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Where the time value
of money is material, provisions are stated at the present value of the expenditures
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required,
or the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events, are also disclosed as
contingent liabilities unless the probability of outflow of economic benefits is
remote.

Impairment of assets

At each balance sheet date, if internal and external sources of information indicate
that any property (other than investment properties), plant and equipment,
investments (other than those accounted for as “trading securities” under Note
2(k)) or goodwill is impaired, the asset's recoverable amount is estimated, and an
impairment loss is recognised in the profit and loss account whenever the carrying
amount of an asset exceeds its recoverable amount.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(o)

(p)

Impairment of assets (continued)

The recoverable amount of an asset is the greater of its net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows largely independent of
those from other assets, the recoverable amount is determined for the smallest
group of assets that generates cash inflows independently (i.e. a cash-generating
unit.)

In respect of assets other than goodwill, an impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed only if the loss was caused
by a specific external event of an exceptional nature that is not expected to
recur, and the increase in recoverable amount relates clearly to the reversal of
the effect of that specific event.

A reversal of impairment losses is limited to the asset's carrying amount that
would have been determined had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to the profit and loss account
in the year in which the reversals are recognised.

Related parties

Parties are considered to be related to the Group if the Group has the ability,
directly or indirectly, to control the party or exercise significant influence over
the party in making financial and operating decisions, or vice versa, or where the
Group and the party are subject to common control or common significant
influence. Related parties may be individuals or entities.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(q) Segment reporting
A segment is a distinguishable component of the Group that is engaged either in
providing products or services (business segment), or in providing products or
services within a particular economic environment (geographical segment), which
is subject to risks and rewards that are different from those of other segments.

The Group has chosen business segment information as the primary reporting
format and geographical segment information as the secondary report format.

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-group transactions are
eliminated as part of the consolidation process, except to the extent that such
intra-group balances and transactions are between Group enterprises within a
single segment. Inter-segment pricing is based on similar terms as those available
to other external parties.

Segment capital expenditure is the total cost incurred during the year to acquire
segment assets (both tangible and intangible) that are expected to be used for
more than one year.

3. CHANGE IN ACCOUNTING POLICY ON DIVIDENDS

In prior years, dividends proposed or declared were recognised as a liability in the
accounting period to which they related. With effect from 1st January, 2001, in order
to comply with SSAP 9 (revised) “Events after the balance sheet date” issued by the
HKSA, the Group recognises final dividends proposed as a liability in the accounting
period in which they are approved by the shareholders. Consequently, dividend income
from subsidiaries is recognised as income in the Bank's profit and loss account in the
accounting period in which they are declared.

As a result of the new accounting policy, the Group's shareholders' funds as at the
year end have been increased by HK$249,414,000 (2000: HK$249,393,000). There is
no impact on the Group's profit attributable to shareholders for the years presented.
The new accounting policy has been adopted retrospectively, with the opening balance
of retained profits and the comparative information adjusted for the amounts relating
to prior years.
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4. OPERATING PROFIT

The operating profit for the year is stated after taking account of:

(a) Other operating income

Gains arising from dealing in foreign currencies
(Losses)/gains on trading securities

Gains arising from dealing activities

Net fees and commission income

Dividend income from unlisted investments
Dividend income from listed investments
Others

(b) Operating expenses

Staff costs
Salaries and other staff costs

Retirement benefit costs (Note 31)

Premises and equipment expenses,
excluding depreciation

Depreciation (Note 28(a))

Auditors' remuneration

Others

2001 2000
58,052 63,112
(817) 849
3,097 1,552
286,888 273,792
1,942 1,332
1,814 972
12,073 9,821
363,049 351,430
2001 2000
332,438 369,839
32,148 (1,359)
364,586 368,480
63,617 60,549
46,875 46,315
1,932 1,782
110,166 105,108
587,176 582,234

5. GAINS/(LOSSES) ON REVALUATION OF INVESTMENT PROPERTIES

AND DISPOSAL OF TANGIBLE FIXED ASSETS

The amount included an unrealised loss on revaluation of investment properties
amounting to HK$271,000 (unrealised gain in 2000 : HK$365,000).
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6. TAXATION
(a) Taxation in the consolidated profit and loss account represents:
2001 2000
Provision for Hong Kong profits tax 84,745 139,756
Overseas taxation 25,478 22,811
110,223 162,567

The provision for Hong Kong profits tax is calculated at 16% (2000: 16%) of the
estimated assessable profits for the year ended 31st December, 2001. Overseas
taxation is provided at the appropriate current rates of taxation ruling in the

countries in which they operate.

(b) Tax recoverable and provision in the balance sheets are as follows:

KZRITEE KFHRIT
The Group The Bank
2001 2000 2001 2000
Tax recoverable included
in "Advances to
customers and other
accounts less
provisions" 39,009 418 39,009 418
Tax provision included
in "Other accounts
and provisions" 37,527 50,594 945 17,912

(c) No provision for deferred taxation has been made as the effect of all timing
differences is immaterial.

7. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS
The profit attributable to the shareholders includes an amount of HK$622,636,000
(2000 (restated): HK$639,673,000) which has been dealt with in the accounts of the
Bank.

Reconciliation of the above amount to the Bank's profit for the year:
2001 2000
Amount of consolidated profit attributable to
shareholders dealt with in the Bank's accounts 622,636 639,673
Final dividend from a subsidiary attributable to
the profits of the previous year, approved and
paid during the year 81,553 46,602

Bank's profit for the year (note 24) 704,189 686,275
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8. DIVIDENDS
(a) Dividends attributable to the year

2001 2000
(B%)
(restated)
Interim dividend declared and paid of
HK$0.37 (2000: HK$0.37) per share on
293,428,500 (2000: 293,404,500) shares 108,569 108,560
Underprovision/(overprovision) of final
dividend in respect of the previous year 20 (114)
Final dividend proposed after the balance
sheet date of HK$0.85 (2000: HK$0.85)
per share on 293,428,500 (2000:
293,404,500) shares 249,414 249,393
358,003 357,839

The final dividend proposed after the balance sheet date has not been recognised
as a liability at the balance sheet date.

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

2001 2000
Final dividend in respect of the previous
year, approved and paid during the year,
of HK$0.85 (2000: HK$0.57) per share
on 293,428,500 (2000: 293,774,500)
shares 249,413 167,451

9. DIRECTORS' EMOLUMENTS

Directors' emoluments disclosed pursuant to section 161 of the Hong Kong Companies
Ordinance are as follows:

2001 2000

Executives' fees 573 573
Non-executives' fees 700 900
Salaries and other emoluments 9,635 8,343
Pension contributions 910 -
Performance bonuses 2,450 4,200
14,268 14,016

In addition to the above remunerations, Executive Directors were granted share options
under the Bank's Share Option Scheme. The details of these benefits in kind are disclosed
under “Share Option Information” in the Report of the Directors.
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DIRECTORS' EMOLUMENTS (CONTINUED)
The emoluments of the directors are within the following bands:

2001 2000

EEAH EEAH

Number of Number of

Directors Directors

HK$ 0 - HK$1,000,000 7 9
HK$1,500,001 - HK$2,000,000 1 1
HK$2,000,001 - HK$2,500,000 1 1
HK$2,500,001 - HK$3,000,000 1 1
HK$6,000,001 - HK$6,500,000 1 1
11 13

10.EXECUTIVES' EMOLUMENTS

The five highest paid individuals included four (2000: four) directors, details of whose
emoluments are set out in Note 9 above. The emoluments of the remaining individual
(2000: one) are as follows:

2001 2000
Salaries and other emoluments 1,548 1,463
Pension contributions 177 -
Performance bonuses 250 300
1,975 1,763

The emoluments of the executive are within the following band:
2001 2000
TRAE TRAE
A AL
Number of Number of
Executives Executives
HK$1,500,001 - HK$2,000,000 1 1

. EARNINGS PER SHARE AND DILUTED EARNINGS PER SHARE

The calculation of earnings per share is based on profit attributable to the shareholders
of HK$780,511,000 (2000: HK$901,188,000) and on the weighted average number of
293,427,777 (2000: 293,586,577) ordinary shares in issue during the year. The
calculation of diluted earnings per share is based on profit attributable to the
shareholders of HK$780,511,000 (2000: HK$901,188,000) and on the weighted average
number of 293,513,778 (2000: 293,626,123) ordinary shares in issue during the year
after adjustment of the effects of all dilutive potential ordinary shares.
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12.CASH AND SHORT-TERM FUNDS

KZRITRE KFHRIT
The Group The Bank
2001 2000 2001 2000
Cash and balances with
banks and other financial
institutions 644,844 568,784 428,983 335,570
Money at call and short
notice 8,752,039 11,686930 8,719,433 11,541,953
Treasury bills (Note 22) 376,457 1,405,481 298,799 1,091,107
9,773,340 13,661,195 9,447,215 12,968,630

All treasury bills are held-to-maturity, issued by central governments and central

banks and are unlisted.

13.TRADE BILLS LESS PROVISIONS

KFRITEE KFIRIT
The Group The Bank
2001 2000 2001 2000
Trade bills 288,314 236,981 251,583 202,187
Specific provisions for bad
and doubtful debts
(Note 17) (323) (2,539) (323) (2,539)
General provisions for bad
and doubtful debts
(Note 17) (2,718) (2,945) (1,984) (2,249)
285,273 231,497 249,276 197,399

14.CERTIFICATES OF DEPOSIT HELD

All the certificates of deposit held are held-to-maturity and are unlisted.
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15.TRADING SECURITIES

KFRITEE
The Group
2001 2000
Equity securities listed in Hong Kong 6,542 -
Trading securities analysed by counterparty are as follows:
KFRITEE
The Group
2001 2000
Issued by:
Banks and other financial institutions 2,318 -
Corporate entities 4,224 -
6,542 -

16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
PROVISIONS
(a) Advances to customers and other accounts

XFRITEE KFHRT
The Group The Bank
2001 2000 2001 2000

Advances to customers

(Note 22) 35,515,244 33,665,841 28,966,046 27,848,896
Advances to banks

and other financial

institutions (Note 22) 206,533 - 206,533 -
Specific provisions for

bad and doubtful

debts (Note 17) (270,508) (286,012)  (227.884) (225,010)
General provisions for

bad and doubtful

debts (Note 17) (358,406) (349,159) (259,044) (260,750)
Accrued interest and
other accounts 565,993 689,166 365,999 498,262

35,658,856 33,719,836 29,051,650 27,861,398




16. ERZERRAEMRIEC K ER 16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

() PROVISIONS (CONTINUED)
(b) FEITE (b) Non-performing loans
EMBRBATREZFEHE The advances net of suspended interest, on which interest is being placed in
FLEEAMBEZER  ERE suspense or on which interest accrual has ceased, the amount of suspended
A ERRBREAREETE interest and specific provisions made after taking into account the value of
B BREBHBERT ¢ collateral in respect of such advances are as follows:
KFRITEE
The Group
2001 2000
EFTETER Gross non-performing advances to customers 1,349,795 1,335,171
HEFPERBEZEN L Gross non-performing advances as a percentage
of total advances to customers 3.80% 3.96%
A RRes Amount of collateral held 911,945 988,245
KR ERE Specific provisions 267,553 282,002
ERAE Suspended interest 470,639 387,268
RZEETFEF+R=1—H There were no advances to banks and other financial institutions on which interest
k=BT —F+ZA=+—H" is being placed in suspense or on which interest accrual has ceased on 31st
AEBETHRITAEREMS December, 2001 and 31st December, 2000.

BB REAT - LEFSH
ABEREIEFLRANEZ

&k
=N
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16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
PROVISIONS (CONTINUED)
(c) Included in advances to customers are net investments in finance
leases:

The total minimum lease payments receivable under finance leases and their
present values are as follows:

KFHITEE KFHT
The Group The Bank
2001 2001
HEHE BEAR FEHE AERR

WHRE MERA SEEE MFRE FERA ZERE
Present  Interest T35 Present  Interest [FER
valueof the ~ income Total valueofthe  income Total
minimum ~ relatingto ~ minimum  minimum ~ relatingto  minimum
lease future lease lease future lease
payments  periods payments payments  periods  payments

Amount receivable:

Within 1 year 934684 154,341 1,089,025 - - -
After 1 year but within 5 years 1,077,948 130,154 1,208,102 - - -
After 5 years 290,155 49,699 339,854 - - -

2,302,787 334,194 2,636,981

Provisions for bad and doubtful debts (2128) -

Net investment in finance leases and
hire purchase contracts 2,300,659 -

The total present value of the minimum lease payments before provisions for
bad and doubtful debts amounted to HK$1,830,286,000 at 31st December, 2000.
The corresponding comparative figures of the above items have not been disclosed
as the relevant information is not readily available.
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17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS

KFHRITEE
The Group 2001
gRFE
537N —# &% Suspended
Specific General Total Interest

At 1st January 288,551 352,104 640,655 387,324
New provisions 456,161 15,045 471,206 -
Releases (42,177) (6,025) (48,202) -
Net charge to profit and

loss account 413,984 9,020 423,004 -
Recoveries of advances written

off in previous years 24,457 - 24,457 (32,490)
Interest suspended

during the year - - - 210,809
Amounts written off (456,161) - (456,161) (95,004)
At 31st December 270,831 361,124 631,955 470,639
Representing:
Trade bills (Note 13) 323 2,718 3,041 -
Advances to customers

(Note 16(a)) 270,508 358,406 628,914 470,639

270,831 361,124 631,955 470,639
KFH]IT
The Bank 2001
Rl
IR — &% Suspended
Specific General Total Interest

At 1st January 227,549 262,999 490,548 329,813
New provisions 374,720 - 374,720 -
Releases (21,149) (1,971) (23,120) -
Net charge to profit

and loss account 353,571 (1,971) 351,600 -
Recoveries of advances written

off in previous years 21,807 - 21,807 (25,769)
Interest suspended

during the year - - - 180,282
Amounts written off (374,720) - (374,720) (92,438)
At 31st December 228,207 261,028 489,235 391,888
Representing:
Trade bills (Note 13) 323 1,984 2,307 -
Advances to customers

(Note 16(a)) 227,884 259,044 486,928 391,888

228,207 261,028 489,235 391,888
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17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)

KZRITEE
The Group 2000
TS
Kk —#% &% Suspended
Specific General Total Interest
At 1st January 364,916 336,680 701,596 275,494
New provisions 441,669 15,424 457,093 -
Releases (89,862) - (89,862) -
Net charge to profit
and loss account 351,807 15,424 367,231 -
Recoveries of advances
written off in previous years 13,497 - 13,497 (28,608)
Interest suspended
during the year - - - 247,083
Amounts written off (441,669) - (441,669) (106,645)
At 31st December 288,551 352,104 640,655 387,324
Representing:
Trade bills (Note 13) 2,539 2,945 5,484 56
Advances to customers
(Note 16(a)) 286,012 349,159 635,171 387,268
288,551 352,104 640,655 387,324
KFRIT
The Bank 2000
R
LSS — &% Suspended
Specific General Total Interest
At 1st January 278,997 252,549 531,546 243,274
New provisions 358,339 10,450 368,789 -
Releases (62,657) - (62,657) -
Net charge to profit
and loss account 295,682 10,450 306,132 -
Recoveries of advances
written off in previous years 11,209 - 11,209 (22,357)
Interest suspended
during the year - - - 212,194
Amounts written off (358,339) - (358,339) (103,298)
At 31st December 227,549 262,999 490,548 329,813
Representing:
Trade bills (Note 13) 2,539 2,249 4,788 56
Advances to customers
(Note 16(a)) 225,010 260,750 485,760 329,757
227,549 262,999 490,548 329,813
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18.HELD-TO-MATURITY AND NON-TRADING SECURITIES

KFRITEE KFHRIT
The Group The Bank
2001 2000 2001 2000
Held-to-maturity securities:
Held-to-maturity debt
securities
Listed
- in Hong Kong 2,139 7,092 - 5,011
- outside Hong Kong 1,351,714 561,006 1,268,739 521,998
1,353,853 568,098 1,268,739 527,009
Unlisted 2,394,338 1,701,236 1,732,050 1,631,260
3,748,191 2,269,334 3,000,789 2,058,269
Less: specific provision
on unlisted debt
securities - (17,124) - (13,238)
3,748,191 2,252,210 3,000,789 2,045,031
Non-trading securities:
Non-trading debt securities
Listed (at market value)
- in Hong Kong 247,137 - 247,137 -
- outside Hong Kong 648,621 - 648,621 -
Unlisted 76,093 - 76,093 -
971,851 - 971,851 -
Non-trading equity securities
Listed in Hong Kong
(at market value) 1,122 50,647 1,002 2,353
Unlisted 117,332 28,247 216,797 127,761
118,454 78,894 217,799 130,114
1,090,305 78,894 1,189,650 130,114
4,838,496 2,331,104 4,190,439 2,175,145
XFHRITEE KFIRIT
The Group The Bank
2001 2000 2001 2000
Market value of listed
held-to-maturity
debt securities 1,340,058 568,768 1,255,635 527,689
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18.HELD-TO-MATURITY AND NON-TRADING SECURITIES (CONTINUED)

During the year, held-to-maturity securities with an amortised cost of HK$117,512,000
(2000: HK$45,834,000) were disposed of at a profit HK$4,794,000 (2000:
HK$3,684,000) being recognised in the profit and loss account. Management, approved
by the Asset and Liability Management Committee, sold these held-to-maturity
securities to modify the maturity and risk profile of the investment portfolios.

Held-to-maturity and non-trading securities analysed by counterparty are as follows:

KFRITEE KFIRIT
The Group The Bank
2001 2000 2001 2000
Issued by:
Central governments
and central banks 247,137 - 247,137 -
Banks and other financial
institutions 1,734,555 278,841 1,700,015 265,724
Corporate entities 2,132,087 2,058,644 1,518,573 1,911,916
Public sector 724,717 10,743 724,714 10,743

4,838,496 2,348,228 4,190,439 2,188,383

Held-to-maturity treasury bills and certificates of deposit are disclosed separately in
the balance sheets, note 12 and note 14 to the accounts.



19. BREARKE 19.INVESTMENTS IN SUBSIDIARIES

2001 2000
EETRRRS (RE) 368,672 365,657

Unlisted shares, at cost

TEWBARRIMT : The following list contains only the particulars of principal subsidiaries :
e R R e R EETERREE R AL FHRE
NTE Place of incorporation Nominal value of Percentage Principal
Name of company and operation issued ordinary shares held activities
RFKFRITBRAF L BOEB
Banco Weng Hang, S.A. Macau MOP120,000,000 100% Banking
XFHT (F2) FRAR REHS BOTEB
Wing Hang Bank (Cayman) Limited Cayman Islands US$15,000,000 100% Banking
XFRITER (F8) ARAF RERHE ERER
Wing Hang Bank Trustee Company Cayman Islands US$500,000 100% Trustee Services

(Cayman) Limited

KFHBARRE BE EXBERREREN
Wing Hang Finance Company Limited Hong Kong HK$80,000,000 100% Deposit Taking
and Hire Purchase
XFHRERBRERDA BE R
Wing Hang Zurich Insurance Company Limited Hong Kong HK$45,000,000 65% Insurance
BE AR E
Cyber Wing Hang Limited Hong Kong HK$30,000,000 100% Information
Technology
Investment
X ERABERAR BE AER
Wing Hang Credit Limited Hong Kong HK$20,000,000 100% Consumer Lending
KFEFARAR BE FHEE
Wing Hang Shares Brokerage Company Limited Hong Kong HK$10,000,000 100% Securities Dealing
KXFHRITEFEBRAF BE {ERER
Wing Hang Bank (Trustee) Limited Hong Kong HK$3,000,000 100% Trustee Services
XEREERERAA BB R
Wing Hang Insurance Brokers Limited Hong Kong HK$100,000 100% Insurance Broker
XFRBAEERAA BE RERIE
Wing Hang Insurance Agency Limited Hong Kong HK$50,000 100% Insurance Agency
XFRIT (REA) BRAA BE RIERH
Wing Hang Bank (Nominees) Limited Hong Kong HK$10,000 100% Nominee Services
SHEEERAR B NERE
Cheuk Woo Enterprises Company Limited Hong Kong HK$10,000 100% Property Investment

ALFBDRYEARRITERRA

All the above companies are held directly by the Bank.

57



MR IR B aE

Notes to the Accounts

20 ELFRS

LR (RE)
EEFAE
(ST AN

ETBERAZFRLEER LR
B MEFHA-TTNF+_A
“tNB-

BERRRNMAT

wEff R AR

Place of
NGIEA incorporation
Name of company and operation
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20.INVESTMENTS IN ASSOCIATED COMPANIES

Unlisted shares, at cost

Share of net assets

Loan to an associated
company

KFRITEE XFHRT
The Group The Bank
2001 2000 2001 2000
- - 55,000 20,000
33,771 20,000 - -
27,000 9,800 27,000 9,800
60,771 29,800 82,000 29,800

Loan to an associated company is unsecured, interest-free and repayable on 28th

December, 2008.

The following list contains the particulars of associated companies:

EETERRAERE
Nominal value of
issued ordinary shares

HK$150,000,000

HK$210,000,000

AR
Percentage
held

13%

17%

e FBEE
Voting power Principal activities

DL RANERE RS
1Toutof 7*  Provision of services

for retirement

schemes
NDZ—* R
1outof 6* Insurance

Representing the number of votes on the board of directors attributable to the Bank.

Note: Although the Bank holds less than 20% of the issued ordinary shares of Bank Consortium
Holding Limited and Hong Kong Life Insurance Limited, these two companies are classified

as associated companies under SSAP 10 as the Bank is considered to have significant

influence on the financial and operating policy decisions of these two companies.



21.TANGIBLE FIXED ASSETS

KZRITEE
The Group
RITITHE BEME
Bank Investment B =5
Premises Properties  Equipment Total

DN Cost or valuation

—ET-F-A—-B#&# At 1st January, 2001 937,947 77,900 366,152 1,381,999

NE Additions 117,940 90,116 62,220 270,276

e Disposals (4,613) - (22,566) (27,179)

iR Transfers 3,068 (3,345) - (277)

EHEE Deficit on revaluation - (271) - (271)

“ER-FF+-A=T—H&EH At 31st December, 2001 1,054,342 164,400 405,806 1,624,548
FHNEBEZRASGHESTNOT ¢ The analysis of cost or valuation of the above assets is as follows:
B AR At cost 647,161 - 405,806 1,052,967
CRE] At valuation

—ET-F 2001 - 164,400 - 164,400

—ETTF 2000 5,900 - - 5,900

—hWANE 1998 7,679 - - 7,679

—NEF 1990 357,888 - - 357,888

—NWANE 1989 9,347 - - 9,347

—N\EE 1984 26,367 - - 26,367

1,054,342 164,400 405,806 1,624,548

nEZR Accumulated depreciation

“EE-F-A—HE#® At 1st January, 2001 78,647 - 249,028 327,675

REFRE Charge for the year 11,338 - 35,537 46,875

i & bR Written back on disposals (991) - (20,930) (21,921)

iR Transfers (277) - - (277)
“ER-F+-A=T—H&H At 31st December, 2001 88,717 - 263,635 352,352
REFE Net book value

ZEE-%+ZA=1+—H at 31st December, 2001 965,625 164,400 142,171 1,272,196

“EETF+-_A=+—H at 31st December, 2000 859,300 77,900 117,124 1,054,324
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21.TANGIBLE FIXED ASSETS (CONTINUED)

Bank premises were stated at cost or directors' valuation.

Investment properties were revalued by an independent firm of surveyors, FPDSavills

who have among their staff, Fellows of the Hong Kong Institute of Surveyors, on an
open market value basis as at 30th November, 2001.

KFIRIT
The Bank
|ITITHE REME
Bank Investment B =X
Premises Properties  Equipment Total
Cost or valuation
At 1st January, 2001 710,901 - 297,765 1,008,666
Additions 114,161 90,116 53,902 258,179
Disposals (4,483) - (16,994) (21,477)
Deficit on revaluation - (116) - (116)
At 31st December, 2001 820,579 90,000 334,673 1,245,252
The analysis of cost or valuation of the above assets is as follows:
At cost 461,841 - 334,673 796,514
At valuation
2001 - 90,000 - 90,000
1990 357,888 - - 357,888
1989 850 - - 850
820,579 90,000 334,673 1,245,252
Accumulated depreciation
At 1st January, 2001 55,584 - 191,323 246,907
Charge for the year 8,677 - 30,180 38,857
Written back on disposals (991) - (16,340) (17,331)
At 31st December, 2001 63,270 - 205,163 268,433
Net book value
at 31st December, 2001 757,309 90,000 129,510 976,819
at 31st December, 2000 655,317 - 106,442 761,759




21.

FREERE (#)
BITTHRRENFRDFERRE -

KRR
— 5
T

~ A

£810
(BRWER 50 %)

R
(ARBETFERTFE)

-85
£81
(BHBER+EU L%

ik
(ERHETFERTES)

SR
(ABHETEUTH)

FREEHOLD
- Held outside Hong Kong
LEASEHOLD
- Held in Hong Kong
Long leases
(over 50 years
unexpired)
Medium-term leases
(10 to 50 years
unexpired)
- Held outside Hong Kong
Long leases
(over 50 years
unexpired)
Medium-term leases
(10 to 50 years
unexpired)
Short-term leases
(less than 10 years
unexpired)

21.TANGIBLE FIXED ASSETS (CONTINUED)
The net book value of bank premises and investment properties comprises:

KFRITEE KFIRIT

The Group The Bank
2001 2000 2001 2000
51,303 48,456 - -
585,889 570,651 470,573 453,036
437,998 262,147 364,753 189,832
2,183 2,221 2,183 2,221
45,792 46,699 9,800 10,228
6,860 7,026 - -
1,130,025 937,200 847,309 655,317
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22. MBS 22.MATURITY PROFILE
KFHIEE
The Group 2001
SEANE -ENE
FE gk
=fdR Tyear  Syears
ARER FHT or less orless  RENE

Repayable ~ 3months  butover  butover After &5 e
on demand orless 3 months 1year 5 years Undated Total
BE Assets
-BiEH (312 - Treasury bills (Note 12) - 221385 149,072 - - - 376457
~EHERRITAEREMS BB - Placements with banks and other
BB (—ETZ@EARNEE) financial institutions maturing
between 1and 12 months - 2423459 287,810 - - - 2,711,269
—FRE - Certificates of deposit held - - 152899 299915 - - 452814
—RFEX (3 16(a) - Advances to customers
(Note 16(a)) 2295944 3,209,071 4381364 10981672 14427347 219,846 35515244
—HAREREMESBMEE 2B - Advances to banks and other
(P 3 16(a)) financial institutions (Note 16(a)) 18 - 3,772 127,086 47,657 - 206533
~BEEINBAREBEEERE - Held-to-maturity and non-trading
ZEBES debt securities - 120939 489,809 2947,893  1,161401 - 4720042
2295962 5,980,854 5492,726 14,356,566 15,636,405 219,846 43,982,359
=RE Liabilities
—BAREREMESBMEE 2T - Deposits and balances of banks
and other financial institutions 82,848 315317 14,815 - - - 412,980
—KPZAR  TH - BEREM - Current, fixed, savings and other
e deposits of customers 8,697,513 34,663,185 2,184,208 152,857 - - 45,697,763
—BREIIERE - Certificates of deposit issued - - 709,865 1,776,554 - - 2486419

8,780,361 34,978,502 2908888 1929411 - - 48,597,162
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22.MATURITY PROFILE (CONTINUED)

KFBh
The Bank 2001
SEANE  -ENE
E-F ERE
=fiA Tyear  Syears
RER T or less orless  RENE
Repayable ~ 3months  butover  but over After 5 aE
on demand orless 3 months 1year 5 years Undated Total
BE Assets
-~ B ES (f12) - Treasury bills (Note 12) - 49727 149072 - - - 298799
—EBTFRRITAZEREM SR - Placements with banks and other
BRE(—E+-EANIESH) financial institutions maturing
between 1and 12 months - 233178 284,810 - - - 2622528
—FRE - Certificates of deposit held - - 152899 299915 - - 452814
- RFE X 5E16(a) - Advances to customers
(Note 16(a)) 2,082,158 2,555,737 3,110,777 8,460,319 12,681,984 75,071 28,966,046
—HFAREREMESBEE 2B - Advances to banks and other
(FiT 5% 16(a)) financial institutions (Note 16(a)) 18 - 31772 127,086 47,657 - 206,533
~HEEINBARERBEEERE - Held-to-maturity and non-trading
ZEBES debt securities - 4965 383063 2433420 1,113,192 - 3,972,640
2,082,176 5,086,147 4,112,393 11,320,740 13,842,833 75071 36,519,360
BE Liabilities
—BAREREMESBMEE 2T - Deposits and balances of banks
and other financial institutions 78,709 315317 14,815 - - - 408,841
~REZAR - TH - BEREM - Current, fixed, savings and other
e deposits of customers 6,864,684 25552650 1,311,841 134326 - - 33,863,501
—BRIIERE - Certificates of deposit issued - - 709,865 1,776,554 - - 2486419
6943393 25,867,967 2,036,521 1,910,880 - - 36,758,761
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22. HARR & #F (#%) 22.MATURITY PROFILE (CONTINUED)

AFBEE
The Group 2000
EANE -ENE
£ gk
=fdR Tyear  Syears
ARER T or less orless  RENE
Repayable ~ 3months  butover  butover After &5 e
on demand orless 3 months 1year 5 years Undated Total
BE Assets
-BREHME2) - Treasury bills (Note 12) - 1,387,088 18393 - - - 1,405,481
~EHERRITAEREMSEBE - Placements with banks and other
BRE(-E+-EANIEH) financial institutions maturing
between 1and 12 months - 327135M 86,894 - - - 3360465
—FRE - Certificates of deposit held - - 99,979 38,851 - - 138830
—RFE XK (5T 16(a)) - Advances to customers
(Note 16(a)) 2413951 3172693 4345080 8084535 15255177 394,405 33,665,841
—HAREREMSBEE 2B - Advances to banks and other
(FiT5E 16(2)) financial institutions (Note 16(a)) - - - - - - -
~HEEINBAREBIEEERE - Held-to-maturity and non-trading
ZEBES debt securities - 399716 356335 131700 165584 31,199 2269334
2413951 8232468 4906681 9440486 15420,761 425,604 40,839,951
&R Liabilities
—BAREREMESBMEE 2T - Deposits and balances of banks
and other financial institutions 21,710 192,985 - - - - 214,695
—KPZAR  TH - BEREM - Current, fixed, savings and other
e deposits of customers 7027433 36074526 2365068 466,044 - - 459330M
—BREIIERE - Certificates of deposit issued - 70000 801973 1,216,595 - - 2,088,568
7,049,143 36337511 3,167,041 1,682,639 - - 48236334
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—BUREH M 12)
- EHERBITREREM SRS
BRE(-E+ZEANES)

~FRE
-~ EFEX(HE16()

- RITAEREMSBEELER
(Fft 5% 16(a))

-FEZIHBARIFEEERS
ZEBES

BfE

-BROREREMSBEEZFH

- BEPZHER  TH BEREM
R
—DBROZENRE

22.MATURITY PROFILE (CONTINUED)

KFRIT
The Bank 2000
SEANE ML
-k gk
=fiA Tyear  Syears
RER FHT or less orless  RENE
Repayable ~ 3months  butover  butover Ater HE L g
on demand orless 3 months 1year 5 years Undated Total
Assets
- Treasury bills (Note 12) - 1,091,107 - - - - 1,091,107
- Placements with banks and other
financial institutions maturing
between 1and 12 months - 3,194,659 81,507 - - - 3276166
- Certificates of deposit held - - 99,979 38,851 - - 138,830
- Advances to customers
(Note 16(a)) 2165815 2598112 3165753 6,116,196 13,593,785 209235 27,848,896
- Advances to banks and other
financial institutions (Note 16(a)) - - - - - - -
- Held-to-maturity and non-trading
debt securities - 379617 287327 1,209,047 158,879 23399 2,058,269
2165815 7263495 3634566 7,364,094 13,752,664 232,634 34,413,268
Liabilities
- Deposits and balances of banks
and other financial institutions 16997 192,985 - - - - 209,982
- Current, fixed, savings and other
deposits of customers 5628111 26275451 1574673 350,431 - - 33,828,666
- Certificates of deposit issued - 70,000 801973 1,216,595 - - 2,088,568
5645108 26538436 2376646  1567,026 - - 36127216
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23.
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23.SHARE CAPITAL

Authorised:
450,000,000 (2000: 450,000,000) ordinary
shares of HK$1 each

Issued and fully paid:

At 1st January

Shares issued under share option scheme
Repurchase of own shares

293,428,500 (2000: 293,404,500) ordinary
shares of HK$1 each

2001 2000
450,000 450,000
293,405 293,975

24 -
- (570)
293,429 293,405

On 11th January, 2001, options were exercised to subscribe for 24,000 ordinary shares
in the Bank at a consideration of HK$356,000 of which HK$24,000 was credited to
share capital and the balance of HK$332,000 was credited to the share premium

account. At 31st December, 2001, the outstanding options were:

RIRE
Date of options granted Option price
10th March, 1994 HK$14.83
10th March, 2001 HK$23.60

2001 2000
ROEE RHEE
Number Number
of shares of shares
102,000 126,000
410,000 -
512,000 126,000

The options granted under the Scheme will be exercisable between the first and the

tenth anniversaries of the date of grant.



24, W 24. RESERVES
h& G
The Group 2001
TR
B RE  RARE
Bank  EfRE e ERRR
REEEE  EfBE  HEE  pemises Investment  Capital  Unappro-
Share Capital ~ General revaluation revaluation redemption priated At
premium reserve reserve reserve reserve reserve profits Total
ZZT-E-R-H##H At 1st January, 2001
-fERSE - as previously reported 329667 215423 2000214 321000 42463 769 2113447 5122983
-AERERECHE - prior year adjustment in
respect of dividend
proposed - - - - - - 249393 249393
-ER - as restated 329667 215423 2100214 321,000 42,463 769 2362840 5372376
BhERE Exchange adjustments - - (36) - - - - (36)
BERA Repurchase of own shares - - - - - - - -
REDRET B BT 25K Shares issued under share
option scheme KK - - - - - - Kk
HERREA/ (B Transfer tof(from) reserves - 486 - - - - (486) -
AHEFREEEREES Realisation on disposal of
MER 2 EE non-trading securities - - - - (26023) - - (26023)
EfiBA Losses on revaluation - - - - (17306) - - (17306)
BIRMR E (F325) Dividends paid (Note 25) - - - - - - (357982) (357.982)
EREH Profit for the year - - - - - - 780511 780511
ZET-FTZR=T-R&H At 31st December, 2001 329999 215909 21100178 321,000 (866) 769 2784883 5751872
KR
The Bank 2001
st
EfRE RE  RaRE
Bank  EftfE #h  BBRR
REEEE  —BEE  premises Investment  Capital  Unappro-
Share General  revaluation  revaluation  redemption priated )
premium reserve reserve reserve reserve profits Total
ZZT-F-A-HEH At 1st January, 2001
-FERE - as previously reported 329,667 1,802,374 321,000 (46) 769 1679297 4,133,061
-fEzRE - prior year adjustment in
respect of
—RRR &8 - Dividend proposed - - - - - 249393 249393
-REHA - Dividend income - - - - - (B1553)  (81553)
-ER - as restated 329,667 1,802,374 321,000 (46) 769 1847137 4300901
BERA Repurchase of own shares - - - - - - -
RERREHEET2HR Shares issued under share
option scheme 33 - - - - - 3R
EfiBA Losses on revaluation - - - (1528) - - (1528)
BIRRE Dividends paid - - - - - (357982)  (357.982)
FEREH (F7E7) Profit for the year (Note 7) - - - - - 704189 704189
ZET-F+ZA=1-Hf At 31st December, 2001 329999 1802374 321,000 (1574) 760 2193344 4645912
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24. RESERVES (CONTINUED)

At 1st January, 2000

- as previously reported

- prior year adjustment in
respect of dividend
proposed

- as restated

Exchange adjustments
Repurchase of own shares
Profit on revaluation
Dividends paid (Note 25)

Profit for the year

- as previously reported

- prior year adjustment in
respect of dividend
proposed

- as restated

At 31st December, 2000

KeHEE
The Group 2000
(&%)
(restated)
GRS
EfifiR #E  KEED
Bank  EffE FE  BBER
REEEE  EfBE  HEE  pemises Investment  Capital  Unappro-

Share Capital ~ General revaluation revaluation redemption priated ait
premium reserve reserve reserve reserve reserve profits Total
329667 215423 2,099,780 321,000 (66) 199 1580598 4,546,601

- - - - - - 167565 167,565
329667 215423 2,099,780 321,000 (66) 199 1748163 4,714,166
- - 434 - - - - 434
- - - - - 50  (10500) (9,930
- - - - 42,529 - - 42,529
- - - - - - (276011)  (276011)
- - - - - - 543235 543235
- - - - - - 357953 357,953
- - - - - - 901,188 901,188
329667 215423 2100214 321,000 42,463 769 2362840 5372376
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24. RESERVES (CONTINUED)
KFRIT
The Bank 2000
(&%)
(restated)
gt
BRRR RE  BAEE
Bank  EfEE Bh  BBRR
REEEE  —BEE  premises Investment  Capital  Unappro-
Share General  revaluation  revaluation  redemption priated )
premium reserve reserve reserve reserve profits Total
At 1st January, 2000
- as previously reported 329,667 1,802,374 321,000 - 199 1326410 3,779,650
- prior year adjustment in respect of
- Dividend proposed - - - - - 167,565 167,565
- Dividend income - - - - - (46602)  (46,602)
- as restated 329,667 1,802,374 321,000 - 199 1447373 3900613
Repurchase of own shares - - - - 570 (10,500) (9,930)
Loss on revaluation - - - (46) - - (46)
Dividends paid - - - - - (276011)  (276,011)
Profit for the year
- as previously reported - - - - - 363273 363,273
- prior year adjustment in respect of
- Dividend proposed - - - - - 357,953 357,953
- Dividend income - - - - - (34951)  (34951)
- as restated (Note 7) - - - - - 686,275 686,275
At 31st December, 2000 329667 1802374 321,000 (46) 769 1,847,137 4300901

The Group's unappropriated profits as at 31st December, 2001 included the accumulated
losses of HK$21,229,000 (2000: NIL) of the associated companies.

The application of the share premium account and the capital redemption reserve is
governed by Section 48B and 49H of the Hong Kong Companies Ordinance.

The general reserve was set up from the transfer of retained earnings and exchange
differences arising from translation of the accounts of overseas branches and
subsidiaries (note 2(i)). The capital reserve comprises retained earnings capitalised on
the issue of bonus shares by subsidiaries in previous years and a legal reserve established
by Banco Weng Hang, S.A. in accordance with requlations in Macau. Revaluation
reserves have been set up and are dealt with in accordance with the accounting
policies adopted for the revaluation of premises and non-trading securities (notes 2(j)
and (k)).

69



MR IR B aE

Notes to the Accounts

24. 5% (#4)
BARE  STTULEREFEE &
BEMRBERRABORELIE
ERZFE BRARE -

AIRRERTEHLMBEAR -
AFEREEME s EEERGR
REEARRLEMAGEHART
BRERZRBEMBRR S -

25 BRRBEEUBHESR

—A-BZBRRELER
ERERWEREE

HREZR S :

—BIRRE (f524)

—RERBRETEET 2RO

— BRI AR{TR G FOA

+T-R=+t—HBzKFEREL&EH
2. BERABRUNZEAREE

(a) BREEREIE

AT REBEAREHLAEE
ABRIZEBME

BEEREEER
XHBEBZINRER

BHEMIAARER
H A AdE

REHE—FATERITE
BV E

REHE—FRALE

Hig

A&t (Bt 5z 28(0)
70

24, RESERVES (CONTINUED)

Capital reserve, bank premises revaluation reserve, investment revaluation reserve

and capital redemption reserve do not represent realised profits and are not available

for distribution.

The Bank and its financial subsidiaries operate under requlatory jurisdictions which

require the maintenance of minimum capital adequacy ratios and which could therefore

potentially restrict the amount of retained profits which can be distributed to

shareholders.

25. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' FUNDS

Shareholders' funds as at 1 January

Total disclosed in statement of recognised
gains and losses

Transactions with shareholders:

- Dividends paid (Note 24)

- Proceeds on shares issued under share

option scheme
- Payment on redemption of shares

Shareholders' funds as at 31 December

2001 2000
(E#®)

(restated)

5,665,781 5,008,141
737,146 944,151
(357,982) (276,011)
356 -

- (10,500)
6,045,301 5,665,781

26.0FF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class

of contingent liabilities and commitments:

KFRITEE KFIRIT
The Group The Bank
2001 2000 2001 2000
Direct credit substitutes 398,317 555,599 239,043 514,365
Transaction-related
contingencies 17,766 10,680 17,766 10,680
Trade-related
contingencies 1,156,627 1,023,030 1,028,989 917,927
Other commitments:
With an original
maturity of under
1 year or which are
unconditionally
cancellable 3,362,729 3,463,241 3,117,990 3,209,477
With an original
maturity of 1 year
and over 347,833 537,373 344,897 537,373
Others 21,988 - 21,988 -
Total (Note 28(b)) 5,305,260 5,589,923 4,770,673 5,189,822
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26.0FF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) Derivatives

Derivatives refer to financial contracts whose value depends on the value of one
or more underlying assets or indices.

The following table is a summary of the notional amounts of each significant
type of derivatives.

KFRITEE KFIRIT
The Group The Bank
2001 2000 2001 2000
Exchange rate contracts
- trading 7,112,978 3,965,203 7,699,932 4,258,340
Exchange rate contracts
- hedging 2,148,760 3,000,305 2,148,760 3,000,305
Total exchange rate
contracts 9,261,738 6,965,508 9,848,692 7,258,645
Interest rate contracts
- trading - 272,990 - 272,990
Interest rate contracts
- hedging 2,988,032 970,776 2,988,032 970,776
Total interest rate
contracts 2,988,032 1,243,766 2,988,032 1,243,766

12,249,770 8,209,274 12,836,724 8,502,411

The trading transactions include positions arising from the execution of trade
orders from customers or transactions taken to hedge these positions.

The replacement costs and credit risk weighted amounts of the above off-balance
sheet exposures are as follows. These amounts do not take into account of the
effects of bilateral netting arrangements.

KZRITEE
The Group
2001 2000

FERR FERME
mEEE ESE
BEKA  Credit risk BEKA  Credit risk
Replacement weighted Replacement weighted
cost amount cost amount

Contingent liabilities

and commitments N/A 639,978 N/A 902,207
Exchange rate contracts 27,674 38,199 27,909 29,098
Interest rate contracts 24,047 7,407 1,433 474
51,721 685,584 29,342 931,779
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26.0FF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) Derivatives (continued)

KFRAT
The Bank
2001 2000
EERR FERR
IESHE ESHE

EFRA  Credit risk BERAK  Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

Contingent liabilities
and commitments N/A 513,943 N/A 868,642
Exchange rate contracts 27,593 38,100 27,414 27,589
Interest rate contracts 24,047 7,407 1,433 474
51,640 559,450 28,847 896,705

The tables above give the contractual or notional amounts, replacement cost
and credit risk weighted amounts of off-balance sheet transactions. These are
assessed in accordance with the Hong Kong Monetary Authority's guidelines
which implement the Basle agreement on capital adequacy and depend on the
status of the counterparty and the maturity characteristics.

The risk weights used range from 0% to 100% for contingent liabilities and
commitments, and from 0% to 50% for exchange rate and interest rate contracts.
Replacement cost represents the cost of replacing all contracts which have a
positive value when marked to market. The credit risk weighted amount refers to
the amount as computed in accordance with the Third Schedule to the Hong
Kong Banking Ordinance.

Contingent liabilities and commitments are credit-related instruments which
include acceptances, letters of credit, guarantees and commitments to extend
credit. The contractual amounts represent the amounts at risk should the contract
be fully drawn upon and the client default. Since a significant portion of
guarantees and commitments is expected to expire without being drawn upon,
the total of the contractual amounts is not representative of future liquidity
requirements.

Off-balance sheet financial instruments arise from forward, swap and option
transactions undertaken by the Group and the Bank in the foreign exchange,
interest rate and equity markets.
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(b) Derivatives (continued)

26.0FF-BALANCE SHEET EXPOSURES (CONTINUED)

The notional amounts of these instruments indicate the volume of transactions

outstanding at the balance sheet date; they do not represent amounts at risk.

(c) Capital commitments

Capital commitments for acquisition of property, plant and equipment outstanding

at 31st December not provided for in the accounts were as follows:

KFRITEE KFHRIT
The Group The Bank
2001 2000 2001 2000
Expenditure authorised
and contracted for 123 159,398 - 155,520
Expenditure authorised but
not contracted for 12,621 - -
12,744 159,398 - 155,520
27.RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW
FROM OPERATING ACTIVITIES
2001 2000
Operating profit 869,891 1,061,396
Depreciation 46,875 46,315
Amortisation of goodwill 582 581
Dividends received from non-trading securities (3,756) (2,304)
Income on held-to-maturity securities (200,066) (202,348)
Decrease/(increase) in treasury bills maturing
after three months 810,701 (593,075)
Decrease/(increase) in placements with
banks and other financial institutions
maturing after three months 1,437,438 (635,370)
(Increase)/decrease in trade bills (53,776) 48,941
Increase in certificates of deposit held (313,984) (50,239)
Increase in trading securities (6,542) -
Increase in advances to customers and
other accounts (1,900,465) (1,320,496)
Increase/(decrease) in deposits and balances of
banks and other financial institutions 198,285 (203,087)
(Decrease)/increase in current, fixed, savings
and other deposits of customers (235,308) 4,158,653
Increase/(decrease) in certificates of deposit issued 397,851 (364,105)
Decrease in other accounts and provisions (192,335) (109,389)
855,391 1,835,473
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28.SEGMENT REPORTING
(a) Business segments
Retail banking activities include acceptance of deposits, residential mortgages,

hire purchase and consumer loans.

Corporate banking activities include advance of commercial and industrial loans,
trade financing and institutional banking.

Treasury activities include foreign exchange services, management of investment
securities and trading activities.

Other business activities include insurance business, stockbroking activities and
services for retirement schemes.

Unallocated items mainly comprise the shareholders' funds, investments in
premises and property investment and other activities which cannot be reasonably
allocated to specific business segments.
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28.SEGMENT REPORTING (CONTINUED)
(a) Business segments (continued)

XEH15E
The Group
2001
S5
SR REEA Y
55 E Inter-
Retal  Coporate  BTE%H  HEE ROBEH segment Ait
banking banking Treasury Other  Unallocated elimination Total
FRSHA Net interest income 956,116 310894 69,579 233 178040 - 1517
HEfgERA Other operating income 187,950 73,862 H,0m 41,480 17,686 - 363049
BEBIKA Inter-seqment income - - - - 36,007 (36,007) -
BEWA Operating income 1144066 384756 111,650 8873 BT (36007) 188007
BETH Operating expenses (447199)  (72144)  (173%6)  (30725)  (19752) - (87,176)
BERITH Inter-segment expenses (31,619) (161) (333) (2444) - 36,007 -
NEEESR 2 EERT Operating profit before provisions 665,248 311,001 93,961 10704 211981 - 129289
RERER Charge for bad and doubtful debts ~ (246408)  (176,596) - - - - (83004)
SRk Operating profit 418840 134405 93961 10,704 211981 - 869,891
EERENERLERN Gainslossts) on revaluation of
FEEZ &N (BE) investment properties and
disposal of tangible fixed assets (502) 107 1) - 6,618 - 6,222
HERBEZINAESRLHE Profit on disposal of held-to-
FIEBEBERBRESR RTF maturity and non-trading
securities - - 5218 26,033 25 - 31476
BEZISBES 2 EES Provisions written back for
[o] £ held-to-maturity securities - - 4367 - - - 4367
EEEBEEN Profit on ordinary activites 418338 134512 103545 737 218824 - oM
EIEHE AR FEE Share of net losses in associated
companies - - - (21,229) - - (21229)
BR AT 7 Profitbefore taxation 418338 134512 103545 15508 218824 - 807
FE (5T 4() Depreciation (Note 4(b)) 24,936 854 4“3 982 19,660 - 46875
PREE Segment assets 25502,631 15,260,286 4,305,833 29,696 9,902,375 - 55000821
BENRIIRE Investments in associated
companies - - - 60,771 - - 60,771
BEE Total assets 25502,631 15,260,286 4,305,833 90,467 9,902,375 - 55061592
BEE Total liabilities 45,560,410 261,400 171,500 9,000 2,992,101 - 48994411
BEATH Capital expenditure 34,900 695 162 3295 231024 - 20276
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28.SEGMENT REPORTING (CONTINUED)
(a) Business segments (continued)

Net interest income
Other operating income
Inter-segment income

Operating income
Operating expenses
Inter-segment expenses

Operating profit before provisions
Charge for bad and doubtful debts

Operating profit
Losses on revaluation of
investment properties and

disposal of tangible fixed assets
Profit/{losses) on disposal of held-to-

maturity and non-trading
securities
Provisions made for

held-to-maturity securities

Profit on ordinary activities

Share of net losses in associated

companies

Profit before taxation

Depreciation (Note 4(b))
Segment assets
Investments in associated

companies

Total assets
Total liabilities

Capital expenditure

KFR1EE
The Group
2000
Exh
BERT  OFEO LETix:
E3 5% Inter-
Retal  Coporate  BTE%H  HEE ROBEH segment At
banking banking Treasury Other ~ Unallocated ~~ elimination Total
1,050,910 336,560 3649 3,156 232309 - 1,659,431
174,067 67,297 47482 53339 9,285 - 351430
- - - - 33,265 (33.265) -
1224977 403,857 83938 56,495 274,859 (33.265) 2010861
(431,259) (64.260) (17.8%0) (36,630) (32.235) - (582,234)
(30,097) (1,609) (333) (1,226) - 33265 -
763,621 337,988 65,755 18,639 242,624 - 1428627
(174,601) (192,629) - (1) - - (367,231)
589,020 145,359 65,755 18,638 242,624 - 1,061,396
(256) - - (132) (39) - (427)
- - 1349 (19) 1970 - 3300
- - (40) - - - (40)
588,764 145,359 67,064 18,487 244,555 - 1,064,229
588,764 145,359 67,064 18,487 244,555 - 1,064,229
23980 891 47 804 20203 - 46315
UN7438 13380214 3,765,217 48248 13,088,751 - 54499868
- - - 29800 - - 29800
UN7438 13380214 3,765,217 78048 13,088,751 - 54529668
44629974 248,100 201,600 7,900 3,751 411 - 48838985
26417 403 15 633 87324 - 114,792
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28.SEGMENT REPORTING (CONTINUED)
(b) Geographical segments

The information concerning geographical segments has been classified by the

location of the principal operations of the subsidiaries, or in the case of the Bank

itself, of the location of the branch responsible for reporting the results or booking

the assets.

As at 31 December, 2001

Total operating income

Profit before taxation

Total assets

Total liabilities

Contingent liabilities
and commitments
(Note 26(a))

Capital expenditure

As at 31 December, 2000

Total operating income

Profit before taxation

Total assets

Total liabilities

Contingent liabilities
and commitments
(Note 26(a))

Capital expenditure

Hong Kong

1,761,863
835,962
53,919,307
48,284,018

4,777,353
257,660

Hong Kong

1,892,776
998,932
53,465,682
48,137,042

5,170,453
111,736

4y
Macau

231,209
138,824
7,985,385
7,416,268

495,704
12,037

4y
Macau

237,639
142,586
7,916,970
7,324,631

469,919
3,009

KFHTEE
The Group
2001

£t
Other

56,950
41,199
6,711,467
6,475,676

86,343
579

KFRTEE
The Group
2000
(E%)
(restated)

£t
Other

44,527
26,907
6,118,061
5,896,809

25,026
47

o ERE

W s

Less: inter-
segment At
elimination Total
(169,951) 1,880,071
(125,258) 890,727

(13,554,567) 55,061,592
(13,181,551) 48,994,411

(54,140) 5,305,260

- 270,276
W BREY
sgix
Less: inter-
segment At
elimination Total
(164,081) 2,010,861
(104,196) 1,064,229
(12,971,045) 54,529,668
(12,519,497) 48,838,985
(75,475) 5,589,923
- 114,792
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29.LOANS TO OFFICERS

Particulars of loans to officers disclosed pursuant to section 161B(4B) of the Hong

Kong Companies Ordinance are as follows:

2001 2000
Aggregate amount of relevant loans outstanding
at 31st December 1,388 1,827
The maximum aggregate amount of relevant loans
outstanding during the year 1,833 2,249

30.RELATED PARTY TRANSACTIONS

(@) During the year, transactions with The Bank of New York Company Inc. (“BNY"),

a substantial shareholder of the Bank, or its subsidiaries were entered into by

the Group in the ordinary course of business and on normal commercial terms.

The income and expense for the year and on-balance sheet and off-balance

sheet outstandings at the year end are:

() Income and expense

2001
Interest income 2,967
Interest expense 1,450

(i) On-balance sheet outstanding at 31st December
2001
Cash and short-term funds 22,296

Deposits and balances of banks and

other financial institutions 64,408

(iii) Off-balance sheet outstanding at 31st December
2001

Exchange rate contracts

Contract amount 155,946
Replacement Cost -
Risk weighted amount 312

2000
1,825
2,331

2000

86,196

14,687

2000

155,920

312

(iv) On 27th August, 1999, the Bank entered into a Delegation Agreement with
BNY pursuant to which the Bank agreed to provide various back-up support

services to BNY in connection with a securitisation transaction undertaken

by BNY.

In 2001, the Bank received from BNY a service fee of approximately
HK$245,000 (2000: HK$210,000 ) and will continue to receive further service
fees on an annual basis during the term of the Delegation Agreement.
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30.RELATED PARTY TRANSACTIONS (CONTINUED)

(b) On 30th June, 1995, Wing Hang Zurich Insurance Company Limited (“WHZ
Insurance”), a 65 percent owned subsidiary of the Bank, entered into a
Management Agreement with Swiss Insurance Management (Hong Kong) Limited
("Swiss Insurance"), a wholly own subsidiary of Zurich Insurance Limited (“Zurich
Insurance”) pursuant to which Swiss Insurance has been appointed as manager
of WHZ Insurance in connection with the conduct by WHZ Insurance of its
insurance business. Zurich Insurance is a substantial shareholder of WHZ Insurance
holding 35 percent of WHZ Insurance's issued share capital. Under the
Management Agreement, WHZ Insurance paid to Swiss Insurance an amount of
HK$1,942,000 (2000: HK$2,089,000), being the contractual management fees
based on gross premium and net profit generated. On 31st December, 1999, the
Management Agreement has been extended for three years and will end on 31st
December, 2002 but can be terminated by either party on six months' notice.

31.STAFF RETIREMENT SCHEMES
2001 2000
Retirement benefit costs (Note 4(b)) 32,148 (1,359)

The Group previously operated two funded defined benefit pension schemes (“the
Schemes"), namely the Hong Kong Scheme and the Macau Scheme, for all qualifying
employees in Hong Kong and Macau respectively. Contributions to the Schemes were
made in accordance with advice from actuaries based on the actuarial valuations,

and were charged to the profit and loss account for the year.

The Hong Kong Scheme and the Macau Scheme were terminated on 30th November,
2000 and 2nd January, 2001 respectively. All assets of the Schemes were disposed of
during the period between 1st December, 2000 and 16th January, 2001. The surplus
was distributed to the Group and was credited to the retirement benefit costs in
2000.
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31.STAFF RETIREMENT SCHEMES (CONTINUED)

After the termination of the Schemes, a new defined contribution scheme was
established on 1st December, 2000 to cover all qualifying employees in Hong Kong in
accordance with the Hong Kong Mandatory Provident Fund Schemes Ordinance, and
a new defined contribution scheme was established on 3rd January, 2001 to cover all
qualifying employees in Macau at various funding rates, in accordance with the local
practice and requirements. The costs of the two new schemes are charged to the
profit and loss account for the year and the assets of these schemes are held separately
from the Group. Any forfeiture amount is refunded to the Group when the member
leaves employment prior to vesting fully of the employer's voluntary contributions.

32.COMPARATIVE FIGURES

Certain comparative figures have been adjusted as a result of change in accounting
policy for dividends, details of which are set out in note 3.

In 2000, the investment in Bank Consortium Holding Limited was included as non-
trading securities. During the year of 2001, this investment has been reclassified as
investments in associated companies in view of its materiality to the Group.
Comparative figures have been reclassified to conform with the current year's
presentation.

33.APPROVAL OF ACCOUNTS

The accounts were approved and authorised for issue by the Board of Directors on
14th March, 2002.



