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PRINCIPAL ACTIVITIES

The principal activities of the Bank are the provision of banking,
financial and other financial related services. The principal activities
of the subsidiaries are shown in Note 25 to the accounts.

PRINCIPAL ACCOUNTING POLICIES

(@)

(b)

Basis of preparation

The accounts have been prepared under the historical cost
convention as modified by the revaluation of certain bank
premises and properties, and investments in securities, and in
accordance with accounting principles generally accepted in
Hong Kong and comply with accounting standards issued by
the Hong Kong Institute of Certified Public Accountants
("HKICPA).

In the current year, HKICPA has issued a number of new and
revised Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards (“new HKFRSs") which are effective
for accounting period beginning on or after 1st January 2005.

The Group has not early adopted these new HKFRSs in the
accounts for the year ended 31st December 2004. The Group
has already commenced an assessment of the impact of these
new HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a significant impact on its results of
operations and financial position.

Consolidation

The consolidated accounts include the accounts of the Bank
and its subsidiaries made up to 31st December. Subsidiaries
are those entities in which the Group controls the composition
of the Board of Directors, controls more than half of the voting
power or holds more than half of the issued share capital. The
results of subsidiaries acquired or disposed of during the year
are included in the consolidated profit and loss account from
the effective date of acquisition or up to the effective date of
disposal, as appropriate.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group's
share of its net assets together with any goodwill or negative
goodwill taken to reserves and which was not previously
charged or recognised in the consolidated profit and loss
account.

In the Bank’s balance sheet the investments in subsidiaries
are stated at cost less provision for impairment losses. The
results of subsidiaries are accounted for by the Bank on the
basis of dividends received and receivable.
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2 PRINCIPAL ACCOUNTING POLICIES (continued)

©

(d

(e)

Associated companies

An associated company is a company, not being a subsidiary,
in which an equity interest is held for the long term and
significant influence is exercised in its management.

The consolidated profit and loss account includes the Group's
share of the results of the associated companies for the year.
The consolidated balance sheet includes the Group's share of
the net assets of the associated companies including goodwill
(net of accumulated amortisation) on acquisition.

In the Bank’s balance sheet the investments in associated
companies are stated at cost less provision for impairment
losses. The results of the associated companies are accounted
for by the Bank on the basis of dividends received and
receivable.

Equity accounting is discontinued when the carrying amount
of the investment in an associated company reaches zero,
unless the Group has incurred obligations or guaranteed
obligations in respect of the associated company.

Revenue recognition

Interest income is recognised in the profit and loss account as
it accrues, except in the case of doubtful debts where interest
is credited to a suspense account which is netted in the balance
sheet against the relevant balances.

Fees and commission income are recognised when earned,
unless they relate to transactions involving an interest rate risk
or other risks which extend beyond the current period, in which
case they are amortised over the relevant period.

Dividend income is recognised when the right to receive
payment is established.

Advances to customers, banks and other financial
institutions

Advances to customers, banks and other financial institutions
are reported on the balance sheet at the principal amount
outstanding net of provisions for bad and doubtful debts.
Advances to banks and other financial institutions include
placements with banks and other financial institutions for more
than one year. Cash rebates granted in relation to residential
mortgage loans are capitalised and amortised on a straight-
line basis over the prepayment penalty period not exceeding
three years.

All advances are recognised when cash is advanced to
borrowers.
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2 PRINCIPAL ACCOUNTING POLICIES (continued)

®

®

(h)

Provisions for bad and doubtful debts

Provisions are made against specific loans and advances as
and when the Directors have doubts on the ultimate
recoverability of principal or interest in full. Specific provision
is made to reduce the carrying value of the asset, net of any
collateral, to the expected net realisable value based on the
Directors’ assessment of the potential losses on those identified
loans and advances on a case-by-case basis. Where it is not
possible to reliably estimate the loss, the Group applies pre-
determined provisioning levels to the unsecured portion of
loans and advances based on the Group's loan classification
procedures.

The Group internally classifies loans and advances into five
main categories: pass, special mention, substandard, doubtful
and loss. The classification of loans and advances is largely
based on the assessment of the borrower's capacity to repay
and on the degree of doubt about the collectibility of interest
and/or principal. The periods that payments of interest and/or
principal have been overdue are also taken into account when
classifying the loans and advances.

In addition, amounts have been set aside as a general provision
for bad and doubtful debts. For loans and advances to
customers with external credit ratings, probabilities of default
based on the external credit rating to which the borrowers
belong and historical pattern of losses of these borrowers are
considered when making general provision. Both specific and
general provisions are deducted from "Advances and other
accounts” and “Trade bills” in the balance sheet.

When there is no realistic prospect of recovery, the outstanding
debt is written off.

Repossessed assets

Assets acquired by repossession of collateral for realisation
continue to be reported as advances. Provision is made on
the shortfall between the expected sales proceeds from
realisation of the repossessed assets and the outstanding
advances.

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates. Monetary assets and
liabilities expressed in foreign currencies at the balance sheet
date are translated at rates of exchange ruling at the balance
sheet date. Exchange differences arising in these cases are
dealt with in the profit and loss account.

The balance sheet of an associated company expressed in
foreign currencies is translated at the rates of exchange ruling
at the balance sheet date whilst the profit and loss account is
translated at an average rate for the period. Exchange
differences are dealt with as a movement in reserves.
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2 PRINCIPAL ACCOUNTING POLICIES (continued)

0)

Fixed assets

®

(i))

(i)

Bank premises and properties

Bank premises and properties are stated at cost or
valuation less accumulated impairment losses and less
depreciation calculated to write off the assets over their
estimated useful lives on a straight-line basis as follows:

Leasehold land Unexpired terms of the lease

Buildings Lesser of period of lease and
50 years
Leasehold 10 years
improvements

Independent valuations are performed regularly. The
valuations are on an open market basis related to
individual properties. Directors review the carrying
amount of bank premises and properties and adjustment
is made where they consider that there has been a
material change. Increases in valuation are credited to
bank premises revaluation reserve. Decreases in valuation
are first set off against increases on earlier valuations in
respect of the same asset and thereafter are debited to
the profit and loss account. Any subsequent increases
are credited to operating profit up to the amount
previously debited. Upon disposal of bank premises and
properties, the relevant portion of the revaluation reserve
realised in respect of previous valuations is released and
transferred from the revaluation reserve to retained
earnings.

Furniture and equipment

Furniture and equipment is stated at cost less
accumulated impairment losses and depreciation
calculated to write off the assets on a straight-line basis
over their estimated useful lives of between 4 and 10
years.

Impairment and gain or loss on disposal of fixed
assets

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that bank premises and properties,
and furniture and equipment are impaired. If any such
indication exists, the recoverable amount of the asset is
estimated and where relevant, an impairment loss is
recognised to reduce the asset to its recoverable amount.
Such impairment losses are recognised in the profit and
loss account except where the asset is carried at valuation
and the impairment loss does not exceed the revaluation
surplus for that same asset, in which case it is treated as
a revaluation decrease.

The gain or loss on disposal of a fixed asset is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account. Any revaluation reserve
balance remaining attributable to the relevant asset is
transferred to retained earnings and is shown as a
movement in reserves.
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2 PRINCIPAL ACCOUNTING POLICIES (continued)

() Investments in securities

®

(i)

Held-to-maturity securities

Held-to-maturity securities are dated debt securities which
the Group has the expressed intention and ability to hold
to maturity. These securities are stated at cost adjusted
for the amortisation of premiums or discounts arising on
acquisition over the periods to maturity, less provision
for diminution in their value other than temporary.
Provisions are made for the amount of the carrying value
which the Group does not expect to recover and are
recognised as an expense in the profit and loss account
as they arise.

The amortisation of premiums and discounts arising on
acquisition of dated debt securities is included as part of
interest income and interest expense. Profits or losses
on realisation of held-to-maturity securities are accounted
for in the profit and loss account as they arise.

Non-trading securities

Non-trading securities include debt securities held for
liquidity purposes which are held primarily to maintain
the liquidity ratio as defined in the Fourth Schedule of
the Hong Kong Banking Ordinance and other debt and
equity securities which are not held for trading purposes.
Non-trading securities are stated at fair value on the
balance sheet. Fair value represents the quoted market
price for securities that are actively traded in a liquid
market. For securities which are not actively traded or
are unlisted, fair value is estimated by way of various
pricing techniques including discounted cash flow and
dividend yield analyses.

Changes in fair value of non-trading securities are
recognised in the investment revaluation reserve until
the security is sold, or is determined to be impaired, at
which time the cumulative gain or loss representing the
difference between the net sales proceeds and the
carrying amount of the relevant security, together with
any surplus/deficit transferred from the investment
revaluation reserve, is dealt with in the profit and loss
account.

(k) Intangible assets

®
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Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net assets of the acquired subsidiary and associated
company at the date of acquisition. Gains and losses on
the disposal of an entity include the carrying amount of
goodwill relating to the entity sold. Goodwill is amortised
on a straight-line basis over its estimated useful life not
exceeding 20 years.
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2 FEEHHEX® 2 PRINCIPAL ACCOUNTING POLICIES (continued)
k) BEEE@® (k) Intangible assets (continued)

(i) EIEEA (i) Computer software
HAERRBREKMG (AARE Costs that are directly associated with the production of
ZEHlAEE BB @GBS identifiable and unique software products controlled by
RARZHR—FE) BEERRBEZK the Group, that will probably generate economic benefits
TERRBEEE - EEKAEAS exceeding costs beyond one year, are recognized as
FHRHEREEEERRES X intangible assets. Direct costs include software
Ko BRAREEZ BB MR development consultancy fees and employee costs.
AR HBIBAE 2 [t A 2 R 4F Computer software development costs recognised as
HABEGEEH - assets are amortised using the straight-line method over

their estimated useful lives not exceeding 4 years.

(i) X Z#EF (iii)  Trading rights
WEZHEMNEE ZRXKER Expenditure on acquired trading rights is capitalised and
b WIR TR IB20F Z fh 5 Al fE amortised using the straight-line method over their
REMAERESEE - estimated useful lives not exceeding 20 years.

() EZERE () Deferred taxation
BREREDREETFEEREEZHE Deferred taxation is recognised in full, using the liability method,
HERE IRERAECHEECERZE on temporary differences arising between the tax bases of
B LAABEEREHERAR - BIEHIA assets and liabilities and their carrying amounts in the accounts.
RAEAEHCEMIELEm 2B E Taxation rates enacted or substantively enacted by the balance
BE - sheet date are used to determine deferred taxation.
EFETL IR E FE Th R AR K ] e A JE Deferred tax assets are recognised to the extent that it is
ot v N DA BT h AR A A= R DA VR 8 probable that future taxable profit will be available against which
7 TR - the temporary differences can be utilised.
BEERERENHETEERE W Deferred tax liabilities are recognised on temporary differences
BHEREFIFEERB ESFREZE arising from depreciation of fixed assets, revaluation of
EMEEZEREZEEIAR  MHEMWNE properties and revaluation of investments in non-trading
B 22 %R 2 2 (o] 5 ] DA B o S T A 2 R securities, except where the timing of the reversal of the
A Al B R P R SR BB R AN o temporary difference can be controlled and it is probable that

the temporary difference will not reverse in the foreseeable
future.

(m) RERKEHESE (m) Finance and operating leases
() BEBERBEASL (i) Finance leases and hire purchase contracts

EHREBLREEEEHNZER The amounts due from customers in respect of hire
READBEEREFHENEERESR purchase contracts and finance leases are included in
FIEIER R EMARIE] - BITEME “Advances and other accounts” in the balance sheet at
EHRMEREZEWA S BE the amounts of net investments, which represent the
AR BRER Z B IS M A BEE o PR total rentals receivable under hire purchase contracts and
HEpEe zMBRA - &R finance leases less uneamed finance income. Finance
BER A% - B1E 5 5 AT income implicit in the rentals receivable less loan
M HERMziERRAN &8 origination costs is credited to the profit and loss account
18 & 5+ HifE 2 0% 4% 4 B A% AT 48 over the hire period or the lease period as appropriate
HE  HESHALRREHEZE so as to produce an approximately constant periodic rate
NEEMeRERLNERES of return on the net investment for each accounting
8 - period. Dealer commission paid for hire purchase

contracts or finance leases is amortised on a straight-
line basis over the terms of the leases.
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2 PRINCIPAL ACCOUNTING POLICIES (continued)

(m) Finance and operating leases (continued)

(i) Operating leases
Leases where substantially all the risks and rewards of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals applicable to such
operating leases net of any incentives received from the
lessor are charged to the profit and loss account on a
straight-line basis over the lease term.

Where the Group or the Bank is a lessor under operating
leases, assets leased out are included in “Fixed assets”
in the balance sheet. They are depreciated over their
expected useful lives on a basis consistent with similar
owned fixed assets. Rental income (net of any incentives
given to lessees) is recognised on a straight-line basis
over the lease term.

(n) Off-balance sheet financial instruments

Off-balance sheet financial instruments include derivatives, such
as futures, forwards, swaps, options and other transactions
undertaken by the Group in the foreign exchange, interest rate,
equity and other markets. The accounting for these instruments
is dependent upon whether the transactions are undertaken
for trading purposes or to hedge risk.

Derivative financial instruments other than those transacted to
hedge risk are deemed to be held for trading purposes.

Transactions undertaken for trading purposes are re-measured
to their fair value. Fair values are obtained periodically from
various sources, including quoted market prices, discounted
cash flow models and option pricing models as appropriate.
The gain or loss arising is recognised in the profit and loss
account.

Unrealised gains on trading derivatives which are marked to
market are included in “Advances and other accounts”.
Unrealised losses on transactions which are marked to market
are included in “Other accounts and provisions”.

On the date a derivative contract is entered into, the Group
may designate certain derivative transactions as hedges.
Derivatives are classified as a hedge when the following criteria
are met:

(i)  formal documentation of the hedging instrument, hedged
item, and hedging relationship is prepared; and

(i)  the hedge is documented showing that it is expected to
be highly effective in reducing the price or interest rate
risk in the hedged item throughout the reporting period.

Transactions designated as hedges are valued on an equivalent
basis to the assets, liabilities or net positions that they are
hedging. Any profit or loss is recognised in the profit and loss
account on the same basis as that arising from the related
assets, liabilities or net positions.
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2 FEEHHEX® 2 PRINCIPAL ACCOUNTING POLICIES (continued)

(n) EEEERINERIA @ (n) Off-balance sheet financial instruments (continued)
HMITER S IBHA LMH 52 If the derivative transaction no longer meets the criteria for a
RRTER SR RFIFEERERL hedge set out above, the derivative is deemed to be held for
B EXPrE 2 AN - trading purposes and is accounted for as set out above.
MTERGESERNEEEGRENERTY Derivative transactions are offset only when the Group has
R AR B S E A AT ROK 58 B the ability to insist on net settlement such as by means of
T RHERE  BRFEBEZER entering into a master netting agreement or other legally
T o BRAAEFERGE 2 EME enforceable arrangements. Any right to insist on a net
M EeEAfERERRENEHMS settlement that is contingent is only taken into account when
FEN(BREEAENTENER 2F the Group is able to enforce net settlement in all situations of
RATERFEEERER - default by the other party or parties including insolvency of

any parties to the contract, and the ability to insist on a net
settlement is assured beyond doubt.

RIEHEBEEYBR —BE®KIURE Derivative transactions are not offset unless the related
ERMISEREERZAEHAEBRER settlement currencies are the same, or are denominated in
FEE - BRTERS KT GEE - freely convertible currencies for which quoted exchange rates

are available in an active market.

(o) B1E (o) Provisions

EAEEREBERHEKIRITATE S Provisions are recognised when the Group has a present legal

EEEMAEEAREERINBITEBE or constructive obligation as a result of past events, it is probable

£ BEEBEEAISEREZBRT - K that an outflow of resources will be required to settle the

SESWARERB - obligation, and a reliable estimate of the amount can be made.

BRBANRAE LS REE Provision is made when it is probable that an outflow of

o AEESELRE - economic benefits will arise and the amounts can be reliably

estimated.
(p) EERF (p) Employee benefits

) EERH ()  Employee leave entitlements
BEEZEZ2FBERRBRER Employee entitlements to annual leave and long service
HenwyRKER - BEES#H leave are recognised when they accrue to employees.
EHREABRANRBHEED An accrual is made for the estimated liability for annual
ARERAFBRERBRERASHE leave and long-service leave as a result of services
R o rendered by employees up to the balance sheet date.

(i) BUETEF (i) Pension obligations
7R 5 AR R B ZE R IR ET B R The Group operates a defined contribution retirement
BEIERERAENED BEER scheme under the Occupational Retirement Schemes
LEEgEsE s SBETRM‘ETERE Ordinance (the "ORSO Scheme") and another defined
HFCRIRE B o BERKETE contribution retirement scheme under the Mandatory
ZHARDIBBEABERBEIERS Provident Fund Schemes Ordinance (the “MPF Scheme”)
S REABDLAE - st for those employees of the Group who are eligible and
PESFTEZHRAUBESER have elected to participate in the schemes. The Group’s
ETHRBBA (Fx LEHIEAE contributions to the ORSO Scheme are made based on
DEFBIEDD AHE - ZFHRER a percentage of the eligible employees’ basic salaries
EERIMESE - REHEFES and those made to the MPF Scheme are made based
T A& 7] 2 BUEIS (& & 4 3R AT B 9 on a percentage of the eligible employees’ relevant
MBog Uz 3 - AT ASEA income as defined in the MPF Scheme. These
EREREEMRRK - L&z & contributions are expensed as incurred and are reduced
EVHBLEE ESRFAE  # by contributions forfeited by those employees of the
rEBEZEESRER - Group who leave the schemes prior to vesting fully in

the contributions. The assets of the schemes are held
separately from those of the Group in independently
administered funds.

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
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DERERFZ /N FABERREHAE
BEAMBRFEEzOMBEE (B KLE
TREE) MARRA -
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ZEMHMeIBZREFEE  ERZEE
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BERI SE B MR T LAMER o
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FIEER o WAEEEIRINT 2 7] RS 1 B
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RARBEDRBESHFMmMAL EEZﬁ
B MxBEEZTERENIEAEERE
EEREHN RS HREEEHEZE
BmHER -

AAEETSWEER - BH A EUWE
BN - AIERREMEPHRE -
BENSERARBE  ZRAEBEST
LARERR ©

2 PRINCIPAL ACCOUNTING POLICIES (continued)

(@) Segment reporting

®

A segment is a distinguishable component of the Group that
is engaged either in providing services (business segment) or
in providing services within a particular economic environment
(geographical segment), which is subject to risks and rewards
that are different from those of other segments. Segments
with a majority of revenue earned from services provided to
external customers and whose revenue, results or assets are
10 per cent or more of all the segments are reported separately.

In accordance with the Group's internal financial reporting the
Group has determined that business segments be presented
as the primary reporting format and geographical as the
secondary reporting format.

Transactions between the business segments are on normal
commercial terms and conditions. Funds are ordinarily
reallocated between segments, resulting in funding cost
transfers disclosed in operating income. Interest charged for
these funds is based on the Group's funding cost. There are
no other material items of income or expense between the
business segments. Segment assets and liabilities comprise
operating assets and liabilities, being the majority of the balance
sheet but excluding taxation.

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
financial year.

Descriptions of business and geographical segments are set
out in Note 38.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It can
also be a present obligation arising from past events that is
not recognised because it is not probable that an outflow of
economic resources will be required or the amount of obligation
cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the
notes to the accounts. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be
recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events
not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the
notes to the accounts when an inflow of economic benefits is
probable. When inflow is virtually certain, an asset is recognised.

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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2 FEEFHRw® PRINCIPAL ACCOUNTING POLICIES (continued)
(s) B2REREELER (s) Cash and cash equivalents
mEAReRERME R RERR For the purpose of the consolidated cash flow statement, cash
SHBBERBAREN =EARIIH and cash equivalents comprise balances with less than three
WiEeh BERS  ROTAERHEMS months' maturity from the date of acquisition including cash,
BMEBZHET BEFR - HMEERERR balances with banks and other financial institutions, treasury
K17 & - bills, other eligible bills and certificates of deposit.
) BEEAL (t) Related parties
ERHUARAR  ERAEEFEEZ A For the purposes of these accounts, parties are considered to
TREAEEREEESMEETFRHZAL be related to the Group if the Group has the ability, directly or
KBS S SR - A BHBEATE indirectly, to control the parties or exercise significant influence
NRZIR)  AAEERZALER over the parties in making financial or operating decisions, or
FIHFAZEGISELXRERZENT - B8 vice versa, or where the Group and the parties are subject to
BEATAUREASEMELS - common control or common significant influence. Related
parties may be individuals or other entities.
3 FEWA INTEREST INCOME
2004 2003
FET FHTT
HK$'000 HK$'000
ETRERBWA Interest income on listed investments 277,668 199,140
SEEMIREF S UWA Interest income on unlisted investments 326,280 267,234
EApF BUA Other interest income 1,707,419 1,151,615
2,311,367 1,617,989
4 HttgEEWA OTHER OPERATING INCOME
2004 2003
FHET FET
HK$'000 HK$'000
& KA KA Fees and commission income 277,746 264,833
B REeTH Less: Fees and commission expense (6,427) (2,620)
FUE M AE WA Net fees and commission income 271,319 262,213
SNERZ SR F R Net gain from foreign exchange activities 40,019 9,787
BEEF W FRE Net gain from trading securities 6,665 1,353
REFSH 2 BREWA Dividend income from investments in securities
— A — Listed investments 1,512 3,401
—FELETERE — Unlisted investments 5,893 4,451
Hith Others 45,019 40,135
370,427 321,340

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
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4 Hb&EBWA @ 4  OTHER OPERATING INCOME (continued)
REEBZDET—HERZIHRS EF IR The Group has entered into coupon strip transaction involving a
— % AEBERTEEBARANRIALE special purpose partnership in which the Group is the majority general

¥ EBCENIRKREBSFEREM partner. The partnership is set up solely to invest in bond interest
Iﬁiﬁﬁ’\x SEITVIRI L 2 R KRS coupons and held exclusively with a view to its subsequent disposal
%‘ﬁiﬁ?ﬂ# i 7 45 HR A H ’% O AR & in the near future through put and call option arrangement put in
Z?v?./:.\ kA - EAf ZENEF A =+— place at the outset of the transaction. Accordingly, the partnership is
H RAXEERZARBLEZREEAR not consolidated in the Group's accounts. As at 3 1st December 2004,
44,379,000/ 7T (:i\,E T =4 : 55,838,000 the Group's investment in such partnership amounting
BT WHIABEBEBERATER KA HK$44,379,000 (2003: HK$55,838,000) is included in “Advances
Bl - aBCER_ZZEONF+_A=+— and other accounts” in the balance sheet. The total assets and
AvEERBERED R 7‘% 199,825, OOO)% liabilities of the partnership are amounted to HK$199,825,000 and
TL 1% 129,886,000 T (ZET=F : 55K HK$129,886,000 respectively as at 31st December 2004 (2003:
253,045,0007% 7T & 164,479,000/ 7'E) HK$253,045,000 and HK$ 164,479,000 respectively).
UL IR E 2 B MBS R EEEB R ERBE The return from this investment represented tax benefits in the form
BeBRBEaREEREZRT KR - B#E of a share of tax losses of the partnership and the expected gain on
ZETNF+_A=+—HILFE  %HEE disposal of the investment and is included in “Others” of “Other
2 B H9,324,0008 L (ZEE=F ¢ operating income” amounted to HK$9,324,000 for the year ended
11,234,000/ 7T) » WHIATH & EKRA 31st December 2004 (2003: HK$11,234,000). The Group's Hong
BRz[EM] - BREMF 0B AREBAF Kong profits tax for the year set out in Note 10 is the gross tax figure
EZEBRNERIL - DARAEEEREE before taking into account the benefit of the share of tax losses of
MEBRERAIBIAI L - the partnership.
5 &EEXH 5 OPERATING EXPENSES
2004 2003
BT FHET
HK$'000 HK$'000
BIXH Staff costs
—FekHEMH — Salaries and other costs 363,302 179,940
—EME — Redundancy payment = 144
—iRke X (PHE14) — Retirement benefit costs (Note 14) 23,707 11,735
_____________________________________________ BRlE Ol _ _ 191819
LIEYSE = Premises and equipment expenses,
(T EEHTE) excluding depreciation
e Eika — Rental of premises 70,000 13,037
—Hfb — Others 55,390 22,854
125,390 35,891
e Depreciation 30,752 20,712
B Amortisation of computer software 3,590 -
TSN Amortisation of trading rights 920 -
IZ RN & Auditors’ remuneration 3,213 1,855
H & S Other operating expenses 138,842 63,778
689,716 314,055

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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EBERBRzRF 2R FH

6 RIZTHR (BE) BE 6 (WRITE-BACK OF)/CHARGE FOR BAD AND
DOUBTFUL DEBTS
2004 2003
F&T FET
HK$'000 HK$'000

HIakE Specific provisions

— g — new provisions 32,140 99,032

— [ — releases (68,834) (12,938)

— @ — recoveries (42,425) (24,668)

(79,119) 61,426

—MREBE General provisions 57,562 67,810
S EEEECAEIS® = Net (release)/charge to profit and

FEE (MEE21) loss account (Note 21) (21,557) 129,236
RITEEREBIEBRLRE (BH) 7  WRITE-BACK OF/(CHARGE FOR) IMPAIRMENT

LOSS ON BANK PREMISES

FRBITEEREBELDRE B R A A write-back of impairment loss of HK$8,612,000 on bank premises
8,612,000 T (2T =4 : BEE A was recognised during the year (2003: a charge of HK$11,858,000)
11,858,000/8 7T) ° A EEBEE & F 2 HZ as a result of an increase in the estimated recoverable amount of
FRITEE 2 BT AT U B & TG I PTE - these bank premises.
HERBESZEIH RS RIER 8 NET GAIN ON DISPOSAL AND REDEMPTION OF

HELD-TO-MATURITY SECURITIES AND NON-
TRADING SECURITIES

2004 2003
FExT FHET
HK$'000 HK$'000
HERBLFHZERH Net gain on disposal and redemption of
BH 2w A ERE (M) held-to-maturity securities (Note) 15,638 8,362
LEFFEEERRZ Net (loss)/gain on disposal of non-trading
FH2 (BB),HFFE  securities (71) 7,802
15,567 16,164
B EE Note:

FR - RBRITHEB R AL /218,922,000 T
(ZEZ =4 227,988,000 L) ZHEFHr &
5 URTEHRFFFHTEEBIEEEPE

oo
2o

During the year, the Bank sold held-to-maturity securities with amortised costs
of approximately HK$218,922,000 (2003: HK$227,988,000) to better control
concentration of credit risk related to the issuers of the securities.
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9 EEKSEEBEEAEME 9

(a) EBHE

RIRITFNENEEZMESEENT

DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS

(a) Directors’ emoluments
The aggregate amounts of emoluments payable to the Directors
of the Bank during the year are as follows:

2004 2003

FBET FA&T

HK$'000 HK$'000

ok Fees 810 731
Hibi< : Other emoluments:

EA¥H ¢ BEEM - Basic salaries, housing allowances,

E AR KBRS other allowances and benefits-in-kind 7,180 6,895

T TERRIEAL Discretionary bonuses 3,729 4,240

BE=MIEH 2 AE&MH Contributions to pension schemes for Directors 594 637

12,313 12,503

X BECEEWNE BN TIEIEH
TEEZHE 480,000 T (2=

1 451,000 7T) °

Directors' fees disclosed above include HK$480,000 (2003:
HK$451,000) paid to Independent Non-Executive Directors.

EEMezBEBENAT : The emoluments of the Directors fall within the following bands:
EZAH

[EEAEE Emolument bands Number of Directors
2004 2003
#—1,000,0007% 75 HK$Nil - HK$1,000,000 7 8
2,000,00177C—2,500,0007C  HK$2,000,001 — HK$2,500,000 1 -
2,500,001/7C—3,000,000/7C  HK$2,500,001 — HK$3,000,000 2 1
3,500,00177C—4,000,000/7C  HK$3,500,001 — HK$4,000,000 1 1
4,000,00177C—4,500,000/7C  HK$4,000,001 — HK$4,500,000 - 1

MERIL EE SRR B R

B 2R -
(b) TEBEHFMAL

RENAKRELRESHFHALEFTR

FAEE(CTT=F

=) Hie

HEOREXHE - BB=%4(ZTF
=% @B EREZALRER 2B

There was no arrangement under which any Director waived
or agreed to waive any remuneration during the year.

(b) Five highest paid individuals
The five individuals whose emoluments were the highest in
the Group for the year include two Directors (2003: three)
whose emoluments are reflected in the analysis presented
above. The emoluments payable to the remaining three (2003:

c N two) individuals during the year are as follows:

2004 2003
FET FA&T
HK$'000 HK$'000

EX¥ e -  BEZER - Basic salaries, housing allowances, other
HAbZAL R EYF &= allowances and benefits-in-kind 5,655 2,354
TTERAIEAL Discretionary bonuses 3,505 1,550
PHEDFEMHEK Contributions to pension schemes 626 197
9,786 4,101

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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9 EELkeEEBAEMEw 9 DIRECTORS’ AND SENIOR MANAGEMENT'S
EMOLUMENTS (continued)
(b) TERSHMAL @ (b) Five highest paid individuals (continued)
Mez@EMT The emoluments fall within the following bands:

AE
EiEE Emolument bands Number of individuals
2004 2003
1,500,001 70 —2,000,000/87C  HK$1,500,001 — HK$2,000,000 - 1

2,000,001#7C 2,500,000 HK$2,000,001 - HK$2,500,000

2,500,00177C—3,000,000/7C  HK$2,500,001 — HK$3,000,000 1 -
3,000,001/%7C—3,500,000/7C  HK$3,000,001 — HK$3,500,000 1 -
3,500,00177C—4,000,000/7C  HK$3,500,001 — HK$4,000,000 1 —
10 #I1A 10 TAXATION

BEFEBIIREAREE B ERT BT Hong Kong profits tax has been calculated at the rate of 17.5%

E1750(ZTT =4 : 17.5%):TH - (2003: 17.5%) on the estimated assessable profits for the year.
REEERZPXREIHBANT The amount of taxation charged to the consolidated profit and loss

account represents:
2004 2003
FET FHTT
HK$'000 HK$'000
EHEITIE Current taxation

—BENEH — Hong Kong profits tax 171,960 137,140

—BHMRIE — Overseas taxation 75 -

—BEFEEE — (Over)/under recognitions (10,195) 585

(FgR) /T2 in prior years
REREEEER Deferred taxation relating to the origination

FEE el 2 IR 18 (P 3123) and reversal of temporary differences (Note 23) 14,448 (12,818)
BRI 2 38 i 7 485 Deferred taxation resulting from an increase

IRIEDIE (Ff7E23) in the tax rate (Note 23) - (1,874)

176,288 123,033

AEEEBARBARAZHERERERASE The taxation on the Group's profit before taxation differs from the

BREMFAEBRBEZHOAT theoretical amount that would arise using the current taxation rate

as follows:

2004 2003

FET FHET

HK$'000 HK$'000

R AT & Profit before taxation 936,679 645,163
BLRE1750(ZFZF=F : Calculated at a taxation rate of 17.5%

17.5%) 3t 8 2 B8 (2003: 17.5%) 163,919 112,904
TRBRME & Effect of different taxation rates in other countries 37 -
BRRTZ A Income not subject to taxation (10,913) (2,359)
ARz Expenses not deductible for taxation purposes 33,440 13,777
ESECRSRITES S K] Decrease in opening net deferred tax liabilities

IRAERIE B & 2 resulting from an increase in tax rates - (1,874)
BEFERE (FI%) /T -  (Over)/under recognitions in prior years (10,195) 585
TRIAS Taxation charge 176,288 123,033

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
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—PEMF A=A LA

For the year ended 3 1st December 2004

11T RREMGRF 11 PROFIT ATTRIBUTABLE TO SHAREHOLDERS
FAXRRITEBZREEGLRANA The profit attributable to shareholders is dealt with in the
211,588,000 ot (= T T = F accounts of the Bank to the extent of HK$211,588,000 (2003:
553,736,000 7T ) 5 # & §/529,967,000/% HK$553,736,000), representing gross profit of HK$529,967,000 less
TRINEERN 2 ATFEEEZEREBE exchange loss of HK$318,379,000 arising from the fair value of
318,379,000/ 7T  HME & 49 77 5t ¥ 4 E S foreign exchange contracts entered to hedge the exposure of a foreign
MEARZRBMEIL - ARITZEREE subsidiary. The exchange loss of the Bank is offset by the exchange
MBINEARIZBER WEREaERRT gain of the foreign subsidiary in the consolidated profit and loss
$iH o account.
12 BE 12 DIVIDENDS
2004 2003
TER TER
HK$'000 HK$'000
REREBRE®R014ET Interim, paid of HK$0.14 (2003: HK$0.12)
(ZTF=F:012871) per ordinary share 146,715 74,925
qﬂﬁﬁﬂ&ﬁtﬁﬂ@;#@%ﬁx Interim, paid of HK$Nil (2003: HK$0.12)
TETL(CEE=F:012%87)  per convertible preference share - 24,266
BRARBRSGREBK031ET  Fina, proposed of HK$0.31 (2003: HK$0.26)
(ZTZ=F: 026%7) (1) per ordinary share (Note) 324,869 194,805
ERDRSTRUERELR  Final, proposed of HKINl (2003: HK$0.26)
THEL(CTT=F: 026871 per convertible preference share - 52,577
471,584 346,573

13

B &

Bt

NZZEZRF=-RLAgxEL EFTRERERE
BRO3VEIT e RIS - BMBMIKE S NZERE
R IEIMERAAE - HRIIEBRE—TTAF+
ZAET-HUEFEZRBAEBIIK °

ERAR

BREARBANDIEF AR EEWN
& #760,391,0008 t (Z T T = F
522,130, ooo/%rc) OB T 85 3048 50 AR FE S AR
BEBIL(ZZTET=F 1 76,843,000 7T) &
FREHTEBERBRD ZNEFY
$#1950,121 9521]x<_§§_¢ 624,374,304
BR) ETE -

BRBERMNDEFAREREMG AT
760,391,000/ 7L (ZEZE=4F : 522,130,000
BT RFRCEITLEREAERELR
B 1D 2 hn#E S 19 $01,003,163,0590% (- 2=
=4 : 826,593,522/%) ;T & o

13

Note:

At a meeting held on 7th March 2005, the Directors proposed a final dividend
of HK$0.31 per ordinary share. These proposed dividends are not reflected
as dividends payable in these accounts, but will be reflected as an appropriation
of retained earnings for the year ending 31st December 2005.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
profit attributable to shareholders of HK$760,391,000 (2003:
HK$522,130,000) less dividends payable on convertible preference
shares of HK$Nil (2003: HK$76,843,000) and on 950,121,952
(2003: 624,374,304) shares, being the weighted average number
of ordinary shares in issue during the year.

The calculation of diluted earnings per share is based on the
profit attributable to shareholders of HK$760,391,000 (2003:
HK$522,130,000) and on 1,003,163,059 (2003: 826,593,522)
shares, being the weighted average number of ordinary shares and
convertible preference shares in issue during the year.

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited

TTPYFFR Annual Report 2004

—=



AR B FiaE

Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

14 BRkEXH 14

BRBRm RN Z RN ST s AR EIRER
ERABFE GO R BT DA E (R
B ) AERZHR -

BIEFE AEBZETEFAEREEEW
SREETERXMEBETE - AE®EAEIK
HERAMBEMN 2 HK - FRNEEBHEH
3,258,000 7T (Z T T =4 : 1,010,000
T0) 2SR WA E - R E A 15 £296,00008 T
(ZZT =4 : 45000/ 7T) B 1EB BB M
HZH e

RETIREMENT BENEFIT COSTS

The retirement benefit scheme cost charged to the profit and loss
account represents contributions payable by the Group to the ORSO
Scheme and the MPF Scheme (the “Schemes”).

Under the Schemes, the Group's contributions are reduced by
contributions forfeited by those employees who leave the Schemes
prior to vesting fully in the contributions. Forfeited contributions
totalling HK$3,258,000 (2003: HK$1,010,000) were utilised during
the year leaving HK$96,000 (2003: HK$45,000) available at the
year-end to reduce future contributions.

NEEEBTEENZFEHRR(ZEET= No contributions were payable to the Schemes at the year-end (2003:
FE) FEACEERESBUFAER HK$Nil). The assets of the Schemes are held separately from those
SECEENHRER - of the Group in independently administered funds.
15 REREHES 15 CASH AND SHORT-TERM FUNDS
rEE AERAT
Group Bank
2004 2003 2004 2003
TET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
EFRE&IEITEE  Cash and balances with banks
B H fth & RS 2 and other financial institutions
feyea 1,420,330 200,126 912,911 200,126
52 HB ATF R Money at call and short notice 11,053,837 13,189,509 10,762,477 13,189,509
% (B AESNE Treasury bills (including Exchange
EeRE) Fund Bills) 1,371,738 161,900 641,729 161,900
13,845,905 13,551,535 12,317,117 13,551,535
BEZEESTOT : An analysis of treasury bills held is as follows:
rEH AERAT
Group Bank
2004 2003 2004 2003
TET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
FEERIE - IRBEEPK AN Held-to-maturity, at amortised cost
—REB LD — Listed in Hong Kong - 78,909 - 78,909
—JELm — Unlisted 841,697 82,991 641,729 82,991
e o e o 16].°00 ERRIEE 161,900
BIEEEM®R 2%+ Trading securities,
RATHE at fair value
—JELm — unlisted 530,041 - = -
1,371,738 161,900 641,729 161,900
EhESFZmE Market value of listed treasury bills - 80,132 = 80,132
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15 REREHEE w 15 CASH AND SHORT-TERM FUNDS (continued)
EHFE+T—A=+—BZEI B - F &M The maturity profile of treasury bills analysed by the remaining period
ZEROHTAT as at 31st December to the contractual maturity dates is as follows:

rEE AERAT

Group Bank
2004 2003 2004 2003
FHET FHET FHET FET
HK$'000 HK$'000 HK$'000 HK$'000
=RBAEUT Three months or less 1,199,881 20,004 519,859 20,004

—F A NEBB One year or less, but over

=1@A three months 171,857 141,896 121,870 141,896
1,371,738 161,900 641,729 161,900

16 —E+—EARIHZRITEE 16 PLACEMENTS WITH BANKS AND OTHER

REMEEMEE TR FINANCIAL INSTITUTIONS MATURING BETWEEN
ONE AND TWELVE MONTHS
—E2TEARFBZRTREREMS R The maturity profile of placements with banks and other financial
WEZFERET A=+ —BEREHBALH institutions maturing between one and twelve months analysed by
SREIE Z BIR DT T the remaining period as at 31st December to the contractual maturity
dates is as follows:
AEBERARERIT
Group and Bank
2004 2003
FET FET
HK$'000 HK$'000
ZERASAT Three months or less 2,411,687 3,166,231
—FFATERB={EA One year or less, but over three months 2,720,970 1,552,640

5,132,657 4,718,871

17 BEEE 17 TRADE BILLS

REE ZRERAT

Group Bank
2004 2003 2004 2003
FET FiT FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000
[EE3E Trade bills 1,869,961 797,978 1,071,520 797,978

RIBIR— M BB General provision for bad

(FiFzE21) and doubtful debts (Note 21) (10,715) (7,980) (10,715) (7,980)
1,859,246 789,998 1,060,805 789,998
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18 FRIFERRE

18 CERTIFICATES OF DEPOSIT HELD

REBR AT
Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000
FEERIE - IRER AR Held-to-maturity, at amortised cost:
—REB LT — Listed in Hong Kong 531,985 710,874
—REBAIMNbE — Listed outside Hong Kong 2,209,537 2,159,162
—3ELkT — Unlisted 2,642,634 3,171,454
5,384,156 6,041,490
FFHEEER®BZES Non-trading securities,
BATE : at fair value:
—REB LT — Listed in Hong Kong 144,672 140,604
—REBAIMBE ETH — Listed outside Hong Kong 505,858 489,857
—FLEH — Unlisted 529,841 882,759
1,180,371 1,513,220
6,564,527 7,554,710
s i EREME Market value of listed certificates of deposit held 3,423,951 3,530,201

FIsERERT —A=1—

HEZHEER

The maturity profile of certificates of deposit held analysed by the

BERZ MR AMOT remaining period as at 31st December to the contractual maturity
dates is as follows:

REBER AT

Group and Bank
2004 2003
FE T FET
HK$'000 HK$'000
=@MAIUT Three months or less 461,037 77,981
—FRUATEBB=EA One year or less, but over three months 321,444 829,925
AFHATERBR—F Five years or less, but over one year 4,696,225 5,247,855
BRRF Over five years 1,085,821 1,398,949
6,564,527 7,554,710

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
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19 HEXBHZES 19 HELD-TO-MATURITY SECURITIES
TEE ARERTT
Group Bank
2004 2003 2004 2003
FEx FAT FEx FET
HK$'000 HK$'000 HK$'000 HK$'000
ES  IWESSAK AN Listed securities, at amortised cost
—REB LT — Listed in Hong Kong 586,308 235,182 586,308 235,182
— BB — Listed outside Hong Kong
M@ BT 2,091,461 1,374,287 2,091,461 1,374,287
e e e e ___ el 1509460 pECEEEE 1,609,469
EEMES Unlisted securities,
fize 3 [pwN at amortised cost 4,985,117 3,066,459 3,137,541 3,271,293
DERIERE Provision for diminution in value - - (30,210) (61,209)

4,985,117 3,066,459 3,107,331 3,210,084

7,662,886 4,675,928 5,785,100 4,819,553

hEAsEzTE Market value of listed securities 2,823,780 1,760,392 2,823,780 1,760,392
BEIHCESRT-_A=+T—HZEZ&HE The maturity profile of held-to-maturity securities analysed by the
BB IEFEAEEZ BRI T remaining period as at 31st December to the contractual maturity
dates is as follows:
EE AERAT
Group Bank
2004 2003 2004 2003
FEx FET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
=EASUT Three months or less 382,167 - 200,000 -
—FHZUAT One year or less, but
BiEER=18H over three months 956,504 90,411 566,515 90,411
AFEHLAT Five years or less,
BHBBA—F but over one year 3,893,849 3,148,013 2,958,559 3,291,638
i oAk Over five years 2,430,366 1,437,504 2,060,026 1,437,504
7,662,886 4,675,928 5,785,100 4,819,553
BEIPrEBRRBETEZONET ! Held-to-maturity securities are analysed by issuer as follows:
REE AERAT
Group Bank
2004 2003 2004 2003
FTHET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
AR BT K2 Central governments
hRIRTT and central banks 1,762,592 149,782 153,176 149,782
IRTT A3 KR E Al Banks and other financial
& REE institutions 1,419,094 1,846,976 1,419,094 1,846,976
1 Corporate entities 4,481,200 2,679,170 4,212,830 2,822,795

7,662,886 4,675,928 5,785,100 4,819,553
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20 ER R EMERIE

20 ADVANCES AND OTHER ACCOUNTS

AEEH ARERAT
Group Bank
2004 2003 2004 2003
FET FHET FET FA&T
HK$'000 HK$'000 HK$'000 HK$'000
BFER Advances to customers 60,190,657 40,375,437 44,929,735 40,122,059
REBIREE Provisions for bad and doubtful
(FiF&E21) debts (Note 21)
——% — General (492,820) (334,311) (379,574) (334,084)
— =I5 — Specific (332,544) (308,459) (106,718) (145,295)
__________________ 59,365,293 39,732,667 44,443,443 39,642,680
RITRIZE R E A Advances to banks and other
_____ @_ Eﬁj@%_%_%%’\ financial institutions 679,016 637,502 679,016 637,502
FEETFILE Accrued interest 568,715 338,232 484,087 336,164
HhBRIE Other accounts 753,871 757,801 469,172 752,158
FESHRI B R E At Specific provision against
IRTEETE accrued interest and
(f§EE21) other accounts (Note 21) (93) (625) (93) (625)
__________________ 1,322,493 1,095,408 953,166 1,087,697
61,366,802 41,465,577 46,075,625 41,367,879

N-_ZEZE=F+_A=

+—H  ARERA

BT ZHMBEESFEHE ] HEWEmEY
JERAE S =5 2194,220,0008 7T © ZIEH
EER-_ZETNF=ZA+BEK - MEREE
NARBHEEHFBEHERN -

TEROBFAR NS TLRFILEFRZ

o

Other accounts of the Group and the Bank as at 31st December
2003 included a receivable from an unrelated third party of
HK$194,220,000 from disposal of a property available for sale. The
disposal was completed and the balance was settled in full by the
purchaser on 16th March 2004.

The gross amount of non-performing loans, which represents

EPER) Z2OWWMAT : advances on which interest is being placed in suspense or on which
interest accrual has ceased, is analysed as follows:
REE RERAT
Group Bank
2004 2003 2004 2003
FExT FHET FE T FA&T
HK$'000 HK$'000 HK$'000 HK$'000
TRAOER Non-performing loans 764,877 668,397 261,619 436,292
TRBHER Specific provision made
2 BIREE in respect of such advances 332,544 308,406 106,718 145,242
RS Amount of interest
in suspense 69,176 117,679 20,427 38,695

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
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20 EXRREMERE @ 20 ADVANCES AND OTHER ACCOUNTS (continued)
RIZZEMF+_A=+—H  XEELE At 31st December 2004, there were no non-performing loans in
ERRTAERAMBEREEZ TROER respect of advances to banks and other financial institutions (2003:
(ZET=F &) - HKSNil).

REBERKNEITZ TRBHOBERD AL RS Non-performing loans of the Group and the Bank represent 1.3%
EABTEFERZIIN(ZEZT=F : (2003: 1.79%) and 0.6% (2003: 1.1%) of the advances to customers
1.7%) % 0.6% (ZZFF=4 : 1.1%) ° of the Group and the Bank respectively.
EBE LA EERERET REEERZ EKIR The above specific provisions were made after taking into account
mfEE - the value of collateral in respect of such advances.
EPFERPEMEHERMABANIEREAE - Advances to customers include investment in finance lease
HofmT : receivables and hire purchase contracts, analysed as follows:
AEERAERLT
Group and Bank
2004 2003
FHET FET
HK$'000 HK$'000
FEWE & 1B %E Gross investment, receivable:
—FLAT Not later than one year 383,280 289,863
—FUAEEREUT Later than one year and not later than five years 1,402,377 1,016,617
RFRE Later than five years 4,445,290 2,882,179
6,230,947 4,188,659
RERER 2 B IS IR A Unearned future finance income (1,147,429)  (1,002,230)
REFE Net investment 5,083,518 3,186,429
MEAEREARESGOZREFEINOT ! The net investment in finance lease receivables and hire purchase

contracts may be analysed as follows:

AEER AT

Group and Bank
2004 2003
FExT FAET
HK$'000 HK$'000
—&FEUT Not later than one year 271,810 186,970
—FLAFERFUT Later than one year and not later than five years 1,020,041 666,265
AFUE Later than five years 3,791,667 2,333,194
BB EE Net investment 5,083,518 3,186,429
FPALHBMEMRERABEHZRERE Y The unguaranteed residual value included in the gross investment
EERBELTERK in finance lease receivables and hire purchase contracts above was

considered to be immaterial.

RZETWOF+ A=+ —HZ2ERE®H The allowance for uncollectible investment in finance lease
PERAHEREBANZRERZRERE receivables and hire purchase contracts included in the provision for
479,000 L (Z BT =4 : ) o loan losses amounted to HK$479,000 as at 31st December 2004

(2003: Nil).

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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20 ER R EMERIE @)

ERRHMEERT A=+t —HBZ&543

HBEERGHEZHRIMMT

A

Group

20 ADVANCES AND OTHER ACCOUNTS (continued)

The maturity profile of advances and other accounts analysed by the
remaining period as at 31st December to the contractual maturity
dates is as follows:

st

RFER

Advances to customers

RITREREM
Advances to banks and
other financial institutions

IS
REMERE
Accrued interest
and other accounts

2004 2003 2004 2003 2004 2003

TiERT FET TiERT FET TiExT FHET

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

BRZESENESEE  Repayable on demand 1,996,570 1,399,038 - - 6,710 2,390

=EAFUT Three months or less 6,428,776 3,172,496 77,742 222,500 725,871 709,987
—FHUT One year or less,

ERE=fEA but over three months 4,825,462 2,476,420 349,653 20,000 317,224 364,470
AFEHUT Five years or less,

BEAE—F but over one year 26,505,361 19,187,983 251,621 395,002 85,311 11,044
BAREF Over five years 18,893,045 13,470,067 - - - -
WHER Undated 1,541,443 669,433 - - 187,470 8,142

60,190,657 40,375,437 679,016 637,502 1,322,586 1,096,033
AERAT Bank
‘ RITRE R IS
BPER SRMEER REMERE

Advances to customers

Advances to banks and
other financial institutions

Accrued interest
and other accounts

2004 2003 2004 2003 2004 2003

THET FHEL THET FHEL THET FHEL

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

ERZESENESEE  Repayable on demand 1,820987 1,399,038 - - 6,710 2,390

=EASMT Three months o less 2,813,666 3,172,496 77,742 222,500 617,613 705,922
—FHUT One year or less,

Bf2m=1EA but over three months 3,255546 2,471,338 349,653 20,000 276,400 362,872
AFHUT Five years or less,

BiER—F but over one year 22,280,663 19,171,792 251,621 395,002 45,536 11,044
BBERF Over five years 14,497247 13,470,067 - - - -
3 PR Undated 261,626 437328 - - 7,000 6,094

44,929,735 40,122,059 679,016 637,502 953,259 1,088,322

Industrial and Commercial Bank of China (Asia) Limited FE T#$84T (Z2M) AR
Annual Report 2004 —ZZPY4F4Fif



R B P EE

Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

90

21 RIBREME 21 PROVISIONS FOR BAD AND DOUBTFUL DEBTS
AEE Group
2004
RIRREE i
Provisions for bad and doubtful debts FE
515 — #5t  Suspended
Specific General Total interest
FET FET FET FExT
HK$'000 HK$'000 HK$'000 HK$'000
R—A—Bz&# Balance as at 1st January 309,084 342,291 651,375 117,679
EEa e Transferred from
=N acquisition of a subsidiary 111,812 100,540 212,352 2,594
I sH B Amounts written off (51,534) - (51,534) (49,003)
WEiAaFE Recoveries of advances
EMHE R written off in previous years 42,425 - 42,425 -
FN(ER) BiE (Write-back)/charge for
(PBF7E6) the year (Note 6) (79,119) 57,562 (21,557) -
REEERHE Interest suspended during
the year - - - 35,010
W B B FILE Suspended interest recovered - - - (37,137)
BEE 34, B EL At 3 B Exchange and other adjustments 31) 3,142 3,111 33
W+=—A=+—8 Balance as at
ZEEA 31st December 332,637 503,535 836,172 69,176
mme : Deducted from:
BEEIACIEIW)) Trade bills (Note 17) = 10,715 10,715
BEPER(M:E20) Advances to customers
(Note 20) 332,544 492,820 825,364
FERHFILE K E A Accrued interest and
#R18 (FF5E20) other accounts (Note 20) 93 - 93
332,637 503,535 836,172
2003
RIZREE i
Provisions for bad and doubtful debts FIE
EV —R #Et Suspended
Specific General Total interest
BT FET FiET FAET
HK$'000 HK$'000 HK$'000 HK$'000
R—A—BzZ&#% Balance as at 1st January 271,569 274,481 546,050 157,980
Ut E Amounts written off (48,579) - (48,579) (21,516)
WEAAFE Recoveries of advances
EMSEE R written off in previous years 24,668 - 24,668 -
FANEE (Miie) Charge for the year (Note 6) 61,426 67,810 129,236 -
REZELHE Interest suspended during the year - - - 67,416
Uz [ 8 50 71 8, Suspended interest recovered - - - (86,098)
BE 5 Re EL R B Exchange and other adjustments - - - (103)
W+—A=+—8 Balance as at
ZEEA 31st December 309,084 342,291 651,375 117,679
mmea : Deducted from:
REERE ME17) Trade bills (Note 17) - 7,980 7,980
BEPER Advances to customers
(FF7¥20) (Note 20) 308,459 334,311 642,770
FESTF S R H A Accrued interest and
BRI18 (Fft5120) other accounts (Note 20) 625 - 625
309,084 342,291 651,375
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21 RERBEE @ 21 PROVISIONS FOR BAD AND DOUBTFUL DEBTS
(continued)
RERAT Bank
2004
RIBIREBE )
Provisions for bad and doubtful debts FIE
515 — i #5t  Suspended
Specific General Total interest
FET FHET FET FET
HK$'000 HK$'000 HK$'000 HK$'000
R—A—BzZ&#% Balance as at 1st January 145,920 342,064 487,984 38,695
T sH B Amounts written off (12,617) - (12,617) (12,344)
WEiAtFE Recoveries of advances
EMEER written off in previous years 17,671 - 17,671 -
FA @R, BH (Write-back)/charge
for the year (44,163) 48,225 4,062 -
REZEZHE Interest suspended during the year - - - 20,316
U qEIR SERPIRSS Suspended interest recovered - - - (26,242)
B 5 R ECqth A B Exchange and other adjustments - - - 2
R+=—A=+—8 Balance as at
2 EEER 31st December 106,811 390,289 497,100 20,427
Hme : Deducted from:
BEESACIEIW)) Trade bills (Note 17) = 10,715 10,715
EPER(M3E20) Advances to customers (Note 20) 106,718 379,574 486,292
FERTA B R EAARTE  Accrued interest and
(ff5E20) other accounts (Note 20) 93 = 93
106,811 390,289 497,100
2003
RIZBREE i
Provisions for bad and doubtful debts FIE
EV —R #Et Suspended
Specific General Total interest
FHET FHET FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000
R—A—Bz#&#H Balance as at 1st January 131,112 272,822 403,934 49,719
flvGest e Amounts written off (25,875) - (25,875) (5,073)
WElidrFE Recoveries of advances
B ER written off in previous years 10,819 - 10,819 -
FANEE Charge for the year 29,864 69,242 99,106 -
REZEZHE Interest suspended during the year - - - 33,985
W mE A Suspended interest recovered - - - (39,933)
b 5 R B qth A B Exchange and other adjustments - - - 3)
R+=—A=+—8H Balance as at
2 EEER 31st December 145,920 342,064 487,984 38,695
Hmme : Deducted from:
BEELACIEIW)) Trade bills (Note 17) - 7,980 7,980
EPEH (HiEE20) Advances to customers (Note 20) 145,295 334,084 479,379
FERTA B R EAARTE  Accrued interest and
(ff5E20) other accounts (Note 20) 625 - 625
145,920 342,064 487984
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22 FBFEEERABRZES

22 NON-TRADING SECURITIES

REE ZRERAT
Group Bank
2004 2003 2004 2003
FET FIT FET FET
HK$'000 HK$'000 HK$'000 HK$'000
BATE At fair value:
BEH Debt securities
—REBIAS — Listed outside Hong Kong
o Em 121,421 45,392 121,421 45,392
—JELEm — Unlisted 913,824 794,568 912,412 794,068
e e e ___ el 539,960 RS 839,460
FES Equity securities
—REB LT — Listed in Hong Kong 403,088 497,561 403,088 497,561
—JELEm — Unlisted 97,377 6,653 94,992 6,646
_______________________________ EEEEEN 004214 DEEEEEERN 504,207
1,535,710 1,344,174 1,531,913 1,343,667
Lm@#HFzmE Market value of listed securities 524,509 542,953 524,509 542,953

FBHEEERE EFRT _A=+T—H=E
SREMALEHBZHRITET

The maturity profile of non-trading debt securities analysed by the
remaining period as at 31st December to the contractual maturity
dates is as follows:

KEE AERAT
Group Bank
2004 2003 2004 2003
FExT FHET FE T AT
HK$'000 HK$'000 HK$'000 HK$'000
BATE : At fair value:
—FBHAT One year or less, but
BEEA=1EA over three months 117,196 155,140 117,196 155,140
AFEHAT Five years or less, but
BHEE—F over one year 769,063 634,821 769,063 634,821
A F Over five years 143,467 45,392 143,467 45,392
I AR HA Undated 5,519 4,607 4,107 4,107
1,035,245 839,960 1,033,833 839,460
B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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22 RFFEEERBEZREZ @ 22 NON-TRADING SECURITIES (continued)
RBEEERBR B FRETEZNMN Non-trading securities are analysed by issuer as follows:
T
AEE ANERAT
Group Bank
2004 2003 2004 2003
FEx FET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
RITRIZE R E A Banks and other financial
SR institutions 684,191 851,654 684,191 851,654
1 Corporate entities 850,595 491,396 847,098 491,389
Hith Others 924 1,124 624 624
1,535,710 1,344,174 1,531,913 1,343,667
23 JEIERL IR 23 DEFERRED TAXATION
BLERERAEEEINEREHRFIEHRE Deferred tax is calculated in full on temporary differences under the
1750t E (ZTE=F : 17.5%) ° liability method using a principal taxation rate of 17.5% (2003:
17.5%).
EERMBEELEE, (BB 2EHWT : The movement on the deferred tax assets/(liabilities) account is as
follows:
rEE AERAT
Group Bank
2004 2003 2004 2003
FHET FHET FHET FET
HK$'000 HK$'000 HK$'000 HK$'000
R—A—~ At 1st January 8,026 (50,722) 8,026 (50,722)
i UENTE AR Transferred from acquisition
(FF3E43(b)) of a subsidiary (Note 43(b)) 17,565 - - -
183 % (HBR) /B  (Charged)/credited to profit
(FF7%10) and loss account (Note 10) (14,448) 14,692 (16,296) 14,692
e L AR Credited to equity 16,260 44,056 16,260 44,056
WHZA=+—H At 31st December 27,403 8,026 7,990 8,026
FARRCRZBELEHRENT The deferred tax credited to equity during the year is as follows:
AEERARERIT
Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000
MRS 2 N ERE Fair value reserves in shareholders' equity
—R1TEE (FisE35) — Bank premises (Note 35) 1,743 40,158
—FRHHEEERBZES — Non-trading securities
(FfzE35) (Note 35) 14,517 3,898
16,260 44,056
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23 EIERIE @ 23 DEFERRED TAXATION (continued)
FRELEHRBEEEREE (HERE— BB The movements in deferred tax assets and liabilities (prior to offsetting
ZERIKEA) 2B MT of balances within the same taxation jurisdiction) during the year

are as follows:
BEEREEE Deferred tax assets
T5E
Group
REBMHE MEHBRE
— Rk Investment Accelerated tax Lk
General provision revaluation reserves depreciation Total
2004 2003 2004 2003 2004 2003 2004 2003

TEr  TEr  TEx  TAT @ TEr  TET @ TEm  TAx
HK$000  HKS000  HK§000  HK§000  HK$000  HK$000  HK$'000  HK$'000

w—FA—H At 1st January 43,698 29,103 = - = - 43,698 29,103
Ba e Transferred from
=UNE acquisition of a subsidiary 7370 - - - 10,195 - 17,565 -
EBRRLE Credited to profit and
loss account 9,361 14,595 - - 895 - 10,256 14,595
et oeal Credited to equity - - 13,060 - - - 13,060 -
MtZA=1+-A At 315t December 60,429 43,698 13,060 - 11,090 - 84,579 43,698
RERIT
Bank
RESfHHE
—~fRBE Investment ek
General provision revaluation reserves Total
2004 2003 2004 2003 2004 2003

TBx TET TBx TET TEx TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

®—A—AH At 1st January 43,698 29,103 = - 43,698 29,103
EEHERLR Credited to profit and

loss account 8,408 14,595 - - 8,408 14,595
TR Credited to equity - - 13,060 - 13,060 -
WTZA=+—H  At31st December 52,106 43,698 13,060 - 65,166 43,698

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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23 IEIERIE @)

23 DEFERRED TAXATION (continued)

EEHREEE Deferred tax liabilities
REBRARIT
Group and Bank
ROEEEMRE REBMHE MEHERE
Bank premises Investment Accelerated tax Lk
revaluation reserve revaluation reserves depreciation Total
2004 2003 2004 2003 2004 2003 2004 2003
TER TEL TER TEL TER TEL TiEn TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-A—-H At Tst January 25,204 65,362 1,457 5,355 9,011 9,108 35,672 79,825
EERRTE/(F)  Charged/(credited) to
profit and loss account - - - - 24,704 97) 24,704 97)
EiESE Credited to equity (1743)  (40,158)  (1457)  (3,899) = - (32000  (44056)
MtZA=1+-A At 315t December 23,461 25,204 - 1457 33,715 9,011 57,176 35,672

EERBEERBERAHRITHAEER
BEEREBIRE REEVIARR — B
BT A{EHEH - UTREGAEER
BERBERZ S

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when the deferred income taxes relate to the same
fiscal authority. The following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet:

REE ARERIT
Group Bank
2004 2003 2004 2003
FET FIT FET FET
HK$'000 HK$'000 HK$'000 HK$'000
B IEEE Deferred tax assets 84,579 43,698 65,166 43,698
BLEREEE Deferred tax liabilities (57,176) (35,672) (57,176) (35,672)
27,403 8,026 7,990 8,026
RNEEBERXRYIEEZ  The amounts shown in the balance
SREBRE sheet include the following:
BEt+ @ A%UE  Deferred tax assets to be recovered
ZIRERIRE E after more than 12 months 84,579 43,698 65,166 43,698
BN+ @ B1%EE Deferred tax liabilities to be settled
BRI EE after more than 12 months (51,367) (33,953) (51,367) (33,953)
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24 REERQNRIZIRE 24 INVESTMENTS IN ASSOCIATED COMPANIES
REE
Group
2004 2003
FEx FET
HK$'000 HK$'000
PIhEEFE Share of net assets 28,332 95,678
L e P B Goodwill on acquisition less amortisation = 65,789
28,332 161,467

ZETNF+— A ARARITERELRH
KERBRBR AR ([KF]) 25INE A 0E
& AR ITR AT 2 R B 24.9%EE 5=
1245%0%% ERAEIIERFIEEER

B EHFEERSRARTREFAEGELR
J?Zé?éar@&ﬂi%fﬁ?ﬁﬁ% HERER
ZF92,000B TR ABERABRALE
BN R 2518 - NRTTAIR BB ARIT R
AFEMPRET R EEZE Z BB NE
AR E T IRERERE 2 GRIER 2 EM
HEABERAKTE ZIRER12.45%1EF 2
24.9% o

In November 2004, the Bank's equity interest in The Tai Ping
Insurance Company, Limited (“Tai Ping”) has been diluted from
24.9% to 12.45% due to the Bank has renounced all its rights to
participate in the additional capital injection of Tai Ping. Accordingly,
the investment is classified as non-trading securities at cost equivalent
to the Bank's share of net assets of the Tai Ping and unamortized
goodwill at the date of dilution. The related accumulated foreign
currency translation difference of HK$92,000 is recognized as a loss
on disposal of an associated company in the consolidated profit and
loss account. The Bank has an option to increase its equity interest
in Tai Ping from 12.45% to 24.9% within six months from the date
of the Option Deed entered into between the Bank and other
shareholders of Tai Ping, or such later date as the parties may extend
pursuant to the terms of the Option Deed.

ARERTT
Bank
2004 2003
FEx FET
HK$'000 HK$'000
& R AEIE LT  Investments at cost, unlisted shares 14,508 191,660

RIZZEMF+_A=+—RAZBERAH The following is the detail of the associated company at 31st
T December 2004:
BEERTRH
AR E  FEEBREEBE 275
DNRER Place of Principal activity Particulars of BEZER
Name incorporation  and place of operation issued shares held Interest held
FEFZRER (BE) BRAT B REBREHR 200,000 & A&
—MRIRE 10078702 & B
China Ping An Insurance (Hong Kong) Hong Kong General insurance in 200,000 ordinary shares of 25.0%
Company Limited Hong Kong HK$100 each
25 RMBARZRE 25 INVESTMENTS IN SUBSIDIARIES
AERAT
Bank
2004 2003
FET FHET
HK$'000 HK$'000
& - IRRAMEIE TR Investments at cost, unlisted shares 2,711,204 15,212
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

25 RMBELQRAZRE @ 25 INVESTMENTS IN SUBSIDIARIES (continued)
AETR_ZEZTWEEFMA=+HU The Bank acquired 100% interest of Fortis Bank Asia HK (“FBAHK")
2,695,992,0007%8 7T 2 B AR Wi B 2 b & il iR 1T on 30th April 2004 for a cost of HK$2,695,992,000, which was
(TZELEMA]) 100%#E - ZRANRES K satisfied by cash and allotment of shares (Note 43(b)). FBAHK was
B3 Mt 2 7 A (M eE43(b)) « EL'E renamed as Belgian Bank on 1st May 2004.
BR_ZTZMNERA - BN A RELRTT -

UTRARTHR-_ZZWNF+-_A=+—H The following is a list of subsidiaries at 31st December 2004 held
BRAEZWE LR : by the Bank:
FER AL L3t B BHEEROTRMOZFE
NRIEE Place of TEEE Particulars of BEzRER
Name incorporation  Principal activities issued shares held Interest held
2004 2003
FELLRITH e S REET  SRREGSE 415,879 B E E
Belgian Bank Belgium HEARS 580.18F( 7T 2 & i
Provision of banking, financial 415,879 ordinary shares 100%’ -
and other financial related services of EUR580.18 each
TREMEE &k TR 6,000,0008 G &
BRRA VB2 Bl
ICBC (Asia) Bullion Hong Kong Inactive 6,000,000 ordinary shares 100%! 100%
Company Limited of HK$1 each
TRGMEE 0 TR 26,000,000 5 AR E 6
BRRAA BTz Bk
ICBC (Asia) Futures Hong Kong Inactive 26,000,000 ordinary shares 100%' 100%'
Limited of HK$1 each
ICBC (Asia) Nominee & REREARE 1000 G AR E(E 100/ 7T
Limited Hong Kong Provision of nominee services ZEBR
100 ordinary shares 100%! 100%
of HK$100 each
TRGEMIEFERDA BB REFHELRYE 12,000,000 B HEE1/ET
ICBC (Asia) Securities ~ Hong Kong Provision of securities brokerage 2 E
Limited services 12,000,000 ordinary shares 100% -
of HK$1 each
ICBC (Asia) Wa Pei BE TER 100l BRMEE 1T
Nominees Limited ~ Hong Kong Inactive k- 5 iillld
100 ordinary shares of 100% -
HK$1 each
ICBCA (C.l.) Limited HEHS BITEAFZFRAT EEREEIET EAR
Cayman Islands  Being a special-purpose vehicle 1 ordinary share of 100% -
for bond issuance US$1 each
REHBEXEBER REERR ERARRITZAMTEL REREEI R Rk
BRAR Be B (H332) 1 ordinary share of 100%’ 100%
UB China Business British Virgin Management of the Bank's PRC US$1 each
Management Co. Ltd.  Islands NPL Portfolio (Note 32)
* E MR * for identification purpose only
1 BHBARRITEERRE - 1 Shares held directly by the Bank.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

BREEE 26 INTANGIBLE ASSETS
A5E
Group
B b AR
[ Computer Trading act
Goodwill software rights Total
TER TER TR TER
HK$'000 HK$'000 HK$'000 HK$'000
MAME Cost
W-ZZME—F—H At Tst January 2004 709,957 - - 709,957
HaMB A (Fa3(b)) Acquired from a subsidiary (Note 43(b)) 24,612 - 6,900 31,512
RE () R (i) Additions (Note (i) and (ii)) 284,670 129235 - 413,905
___ RoERRELoASTTR  M3IstDecember2004 1019289 129255 _ 6300 1155374
S 2 Accumulated amortisation
W-TZME—-F—H At Tst January 2004 88,745 - - 88,745
EamBaa (H:a3(b) Acquired from a subsidiary (Note 43(b)) 5,387 - 4,085 9,472
EIE Charge for the year 54,593 3,590 920 59,103
__ RCEEMEICASIOE | AisDembe o0t weTs_ 0 5005 _ _ 157320
REFE Net book value
RZZZWEF-A=+—H At 31st December 2004 870,514 125,645 1,895 998,054
WZET=F+-A=1—H At 31st December 2003 621,212 - - 621,212
ARAT
Bank
BB
(kS Computer st
Gooduwill software Total
FET FExT FHET
HK$'000 HK$'000 HK$'000
BXANE Cost
R-ZZEZMF—[F—H At 1st January 2004 709,957 - 709,957
A D)) Additions (Note (ii)) - 129,235 129,235
___ AEERET_ASTTR _ A3lstDecember2004 709957 129235 _ 839192
R Accumulated amortisation
R-ZEZENMF—A—H At st January 2004 88,745 - 88,745
RNEEIE Charge for the year 35,497 3,590 39,087
___ ASFETWMET-_ASTH  M3lstDecember2004 | 124242 3590 127832
BRTEDFE Net book value
R-EZNF+—-_A=+—H At 31st December 2004 585,715 125,645 711,360
RI2Z=F+_"H=+—H At 31st December 2003 621212 = 621,212
(TS Note
; A= T = o~ (i)  The Group has completed the acquisition of Fortis Bank Asia HK
® giggiﬁéﬁ (5 :.ggﬁlﬂg?ﬁ—; E_Eﬁé{é;? (renamed to Belgian Bank effective from 1st May 2004) on 30th April

WHBELIRTT) o

H&&%ﬁkﬂiti@ﬁtﬁ&'ﬁﬁ"

R EEFEAFEZBENEA

ERERBERASESE -

(i BER=
[
CHERADR -_ZEZMN
HREBRLEE -

RE TRERAT (M)
ZTZPFFIR Annual Report 2004

TTME+— ARMOBTRAZE (i)
OESGERENS R RIEB KA

F+-A=+—8

2004. The excess of the acquisition cost over the fair value of the net
assets of Belgian Bank at the date of acquisition is recognised as goodwill
on the consolidated balance sheet.

A bank-wide computer system was implemented in November 2004
with direct costs including software development consultancy fees and
employee costs recognised as intangible asset as at 31st December

2004.

APMRAF Industrial and Commercial Bank of China (Asia) Limited
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

27 BIEEE 27 FIXED ASSETS
rEE
Group
RITERE
S27/E S HE
Bank MEEE  EKRRRE
premises Leasehold Furniture
and improve- and Bt
properties ments equipment Total
FET FET FET T
HK$'000 HK$'000 HK$'000 HK$'000
RRAES B Cost or valuation
R_ZZMF At 1st January 2004
—H—H 591,375 79,936 115,393 786,704
EEHEAR Acquired from a subsidiary
(HE43(b)) (Note 43(b)) - 40,602 83,656 124,258
nE Additions - 1,717 16,954 18,671
EXRA(IEO)) Revaluation (Note (i) (147,425) - - (147,425)
HE (BEEG)) Disposals (Note (ii)) (195,750) (7,049) (2,919) (205,718)
RZTPF At 31st December 2004
_____ A=A ________28200__ 115206 _ 215084 _ 576490
REHinE Accumulated depreciation
FopuE and impairment
RZTPF At 1st January 2004
—H—H 216,375 57,274 84,929 358,578
BEMELR Acquired from a subsidiary
(Hi5+43(b)) (Note 43(b)) - 23,264 71,289 94,553
RNEEE Charge for the year 4,248 11,936 14,568 30,752
EE Revaluation (220,106) - - (220,106)
HE Disposals (517) (6,208) (2,690) (9,415)
R-ZETPF At 31st December 2004
_____ oAStA L __c___.86266_ __1680% __254362
AR E Net book value
R-ZETPF At 31st December 2004
+=-A=+—8~ 248,200 28,940 44,988 322,128
REZZET=F At 31st December 2003
+=—A=+—H 375,000 22,662 30,464 428,126
S EE 2 NS The analysis of cost or valuation of
HEAFTOT the above assets is as follows:
R_ZTTMFE At 31st December 2004
+=-A=+—8
BAKAE At cost - 115,206 213,084 328,290
R_TEMEF At professional valuation
ToABERE in December 2004 248,200 - - 248,200
248,200 115,206 213,084 576,490
REZET=4F At 31st December 2003
+=-A=+—8”
R AE At cost 44,277 79,936 115,393 239,606
BE-—ANmE+— At professional valuation
HEME in December 1994 547,098 - - 547,098
591,375 79,936 115,393 786,704
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

27 BIEEE @m 27 FIXED ASSETS (continued)
ARERAT
Bank
RITERE
S&/ES HE
Bank MELE  ERERE
premises Leasehold Furniture
and improve- and st
properties ments equipment Total
FET FiEx FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
RRAES A E Cost or valuation
R-ZZTME At 1st January 2004
—H—H 591,375 79,936 115,367 786,678
NE Additions - 1,347 15,223 16,570
=1l Q) Revaluation (Note (i) (147,425) - - (147,425)
HE (i) Disposals (Note (ii)) (195,750) (1,072) (2,919) (199,741)
RZZTPF At 31st December 2004
_____ ‘f’_ :_ﬂ_E_‘f'_—_El_ S 248,200 80,211 127,671 456,082
ZEHTE Accumulated depreciation
FoRE and impairment
RZTPF At 1st January 2004
—H—H 216,375 57,274 84,903 358,552
RNEFIE Charge for the year 4,248 6,147 10,078 20,473
EE Revaluation (220,106) - - (220,106)
HE Disposals (517) (932) (2,690) (4,139)
RZZTPF At 31st December 2004
_____ ‘f’_ :_ﬂ_::f'_—_El_ e - 62,489 92,291 154,780
BRTEDFE Net book value
R_ZZTMEF At 31st December 2004
+=—A=+—H 248,200 17,722 35,380 301,302
RZZET=4F At 31st December 2003
+=-A=+—H 375,000 22,662 30,464 428,126
B E 2R AN The analysis of cost or valuation of
HEIWEAT - the above assets is as follows:
R_TTMF At 31st December 2004
+=ZA=+—H~
BB At cost - 80,211 127,671 207,882
R-ZTTPF At professional valuation
T REEME in December 2004 248,200 - - 248,200
248,200 80,211 127,671 456,082
RITZT=F At 31st December 2003
+=A=+—H~
RKAE At cost 44,277 79,936 115,367 239,580
R—hAhmFE+= At professional valuation
EEME in December 1994 547,098 - - 547,098
591,375 79,936 115,367 786,678

100
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

27 BEEE @ 27 FIXED ASSETS (continued)
B & Note
() HROTFEER-_TTENF+_A=+—HR (i)  The bank premises were revalued at 31st December 2004 based on

BEBIMEERZRENEMTRHEZAM
TEETER -
i A S B ] AR SR 1T 2 55 7 T ) 36 LA B A Ot R

FTTEAR - AIEBRME(E A91,577,000/% T
(ZZZ =4 :218,597,000/% L) °

the open market value by A.G. Wilkinson & Associates, independent
property consultant.

The carrying amount of the bank premises and properties of the Group
and the Bank would have been HK$91,577,000 (2003:
HK$218,597,000) had they been stated at cost less accumulated
depreciation.

(iy ABAR-TBEME+-—A=+—BE—% (i)
FZFBHEHEP—HRITEER 52—
ERMEERS - WiR3FHMER - EEEA
ZRTEEATE(BBIMERREE) 2
BRI IE R A BB 8 -

The Bank entered into a sale and leaseback transaction with a third
party on 31st December 2004 to sell one of its bank premises which
was leased back for a tenor of 3 years. The excess of the sale price
over the fair value of the bank premises, determined by an independent
property consultant, is deferred and amortised over the tenor of the
lease.

RIOTFERMEZRREITMAT -

The net book value of bank premises and properties is analysed as

follows:

AEBERARERIT

Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000

WES - LTI RIEE © In Hong Kong, held on:

— REAFL) (BBiB504F) — Long-term leases (over 50 years) 185,000 318,400
— R HEFRA) (N TF10850%F) - Medium-term leases (between 10 to 50 years) 63,200 56,600
248,200 375,000

28 MITAIERAEMESBMERE TR

3

ROTAEREMCERBEZFRRE BRI
“A=t+T—REANINHPBI-HEZHES

28 DEPOSITS AND BALANCES OF BANKS AND OTHER

FINANCIAL INSTITUTIONS

The maturity profile of deposits and balances of banks and other
financial institutions analysed by the remaining period as at 31st

DB December to the contractual maturity dates is as follows:
rEE AERAT
Group Bank
2004 2003 2004 2003
FHET FHET FHET FET
HK$'000 HK$'000 HK$'000 HK$'000
AN ZREFRIEEE  Repayable on demand 1,420,630 1,782,781 1,281,939 1,782,781
=EASAT Three months or less 9,755,771 14,312,136 9,042,221 14,312,136
—FH AT One year or less, but
BEE=1EH over three months 6,343,876 6,156,265 6,143,877 6,156,265
17,520,277 22,251,182 16,468,037 22,251,182
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

29 BEEER

29 DEPOSITS FROM CUSTOMERS

REE AERAT

Group Bank
2004 2003 2004 2003
TET FAT FET FHET
HK$'000 HK$'000 HK$'000 HK$'000

BT Demand deposits and

(eI current accounts 3,415,738 1,052,903 1,288,495 1,052,875
EEEX Savings deposits 10,843,446 4,674,028 4,503,618 4,684,930
TE HA N AT K Time, call and notice deposits 41,798,985 29,666,007 32,844,344 29,710,403
56,058,169 35,392,938 38,636,457 35,448,208

BPEFERT-A=+T—REZaQIHB L
HEzZHROTMT

The maturity profile of deposits from customers analysed by the
remaining period as at 31st December to the contractual maturity
dates is as follows:

AEE ARERAT
Group Bank
2004 2003 2004 2003
FET FET F#ExT FET
HK$'000 HK$'000 HK$'000 HK$'000
AR EREFRIEF(E:2  Repayable on demand 14,346,645 5,837,396 5,878,750 5,848,270
=@MAIUT Three months or less 39,735,118 28,360,575 28,300,612 28,404,971
—FFZUAT One year or less, but
BB =18 A over three months 1,535,242 1,182,304 1,037,897 1,182,304
AFEHAT Five years or less,
BB —F but over one year 441,164 12,663 3,419,198 12,663
56,058,169 35,392,938 38,636,457 35,448,208
30 EBITHERE 30 CERTIFICATES OF DEPOSIT ISSUED
rEH AERAT
Group Bank
2004 2003 2004 2003
TET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
BEITRENE Certificates of deposit issued 7,363,005 6,951,115 12,738,624 6,951,115
BEE BT GE Repurchase of certificates of
deposit issued (17,645) (37,242) (17,645) (37,242)
7,345,360 6,913,873 12,720,979 6,913,873
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Notes to the Accounts

S

—PEMF A=A LA

For the year ended 3 1st December 2004

30 ERTHERE@®

BETERERT-_A=+T—HZaHNIH
RIEHEZHRITMT

30 CERTIFICATES OF DEPOSIT ISSUED (continued)

The maturity profile of certificates of deposit issued analysed by the
remaining period as at 31st December to the contractual maturity
dates is as follows:

REE AERAT
Group Bank
2004 2003 2004 2003
TET TET FHBT FHET
HK$'000 HK$'000 HK$'000 HK$'000
ZEAHAT Three months or less 175,006 200,000 5,357,813 200,000
—FHAT One year or less, but
BiBBm=18A over three months 5,242,034 1,682,897 5,434,846 1,682,897
AFEHAT Five years or less,
Bi8E—F but over one year 1,928,320 5,030,976 1,928,320 5,030,976
7,345,360 6,913,873 12,720,979 6,913,873
31 ERITES 31 ISSUED DEBT SECURITIES
BETESFRT-_A=+—BEZAHIHA The maturity profile of issued debt securities analysed by the
BB Z AR AT T remaining period as at 31st December to the contractual maturity
dates is as follows:
REE
Group
2004 2003
FET FHET
HK$'000 HK$'000
AEHLAT Five years or less,
BB —F but over one year 3,095,423 -

RZZEZWFRLR  AROTZ2ANE
A AICBCA (C.l.) LimitedZ 774 A & %8
/400,000,000 2 B2 FEER
4.125% @ WRZZTZTNFNLA+NBEH -
B RZ IR B A RITE G R A AT EE ER -

In September 2004, ICBCA (C.I.) Limited, a wholly-owned subsidiary
of the Bank, issued notes with an aggregate principal amount of
US$400,000,000 at coupon rate of 4.125% per annum maturing
on 16th September 2009. The notes are unconditionally and
irrevocably guaranteed by the Bank.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

32 HifRERE RS 32

HMBRBAREGER T A=+ -HBEAH
FH A LMEZBMRAMAOT

OTHER ACCOUNTS AND PROVISIONS

The maturity profile of other accounts and provisions analysed by
the remaining period as at 31st December to the contractual maturity
dates is as follows:

AEE AERAT
Group Bank
2004 2003 2004 2003
FiEx FAT FEx FHET
HK$'000 HK$'000 HK$'000 HK$'000
AR ESKEFRII (32  Repayable on demand 81,384 47,975 81,384 47,975
ZEASAT Three months or less 827,870 497,126 668,495 533,945
—FHZUAT One year or less,
BiEE=1EH but over three months 302,854 104,207 244,998 104,167
AFHAT Five years or less,
BiB@—F but over one year 57,312 2,639 54,538 2,639
3 4% BR HA Undated 150,801 - = -
1,420,221 651,947 1,049,415 688,726

REEE 7 [EAMARIA R EES | B h KT
BEBEREARAR (TRETFEXFER])
BIZRERORE  YE2HMBEHT

Included in “Other accounts and provisions” of the Group are Junior
performance linked notes (PLNs) issued by UB China Business
Management Co. Ltd. ("UBCBM") which have been fully written down
as follows:

REE
Group
2004 2003
FET FHET
HK$'000 HK$'000
REBOFE Junior PLNs 600,952 600,952
R A NENERAES Less: Write-down in the light
Ffrs 2 e 2 i sH of the provisions required
on the PRC NPL Portfolio (600,952) (600,952)

RBMPEEFBEEAABITIN-_ZEZZTFK
VREENBRAR - EA—RHRRRIZE
EEEAR BEERAFHAZEBIWARIT
A TEHERES (R TELNERA
A1) REPEEBEEBEBIRMERETM
HBHZBRRBMGBGEEANETENERMES
FrEréEd BEBOZREHRARITZER
B UMEAEZAMITBENERMES 2B
RE BEARTZEEBERANI R
ZREHES] R-_ZETNE+ A=+
—HZ#EA101,969,0008 T (T =
F 1 143,625,000/87T) © BARBAREE
SR ECRAEEZERPY
o ARITME2ERREBRKRBREBRHE
B UEBERER (BB BRAAEE -
REEA% - NRTTUWB IR £ 600,952,000
B ARAEBENEBRAG AR
BHOERMEAEBIEZER MESERARA
FHRERNEEAEBENZERB HE
TR MAEBRHNZEHEZERSEDIEEH
OB

UBCBM is a wholly-owned subsidiary established by the Bank in
2000 as a special purpose asset management company for the
purpose of maximising the level of recovery of certain classified loans
of the Bank which were extended towards Mainland China related
business (the “PRC NPL Portfolio”) over a five-year term. UBCBM
funded the purchase of the PRC NPL Portfolio by issuing two tranches
of PLNs at par value. The Senior PLNs were subscribed for in full by
the Bank as partial consideration for the transfer of the PRC NPL
Portfolio and are included in the Bank’s balance sheet as “Held-to-
maturity securities” amounting HK$101,969,000 as at 31st
December 2004 (2003: HK$143,625,000). All financial effects
associated with the Senior PLNs were eliminated in the Group
accounts. The Junior PLNs were offered for subscription to all
shareholders and underwritten by China Merchants Holdings (Hong
Kong) Company Limited. The Bank received cash funds of
HK$600,952,000 immediately upon completion. Since the Junior
PLNs were to bear the first risk of loss against the PRC NPL Portfolio,
the redemption amount of the Junior PLNs was fully written down
as the Directors are of the opinion that the possibility of any
repayment of the Junior PLNs at the end of the five-year term is
remote.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

32 HRERERE @ 32 OTHER ACCOUNTS AND PROVISIONS (continued)
BHEBBRITARBTREBERE 2LEE The operating results of the UBCBM, issuer of the PLNs, which have
BEHREEAEEBBREER  #HIWT - been consolidated into the Group's profit and loss accounts, are as

follows:
2004 2003
FET FHET
HK$'000 HK$'000
FEMA Interest income 4,507 6,682
FEZH Interest expenses = -
FABWA Net interest income 4,507 6,682
Hhi@E A Other operating income 1,167 2,591
EEWA Operating income 5,674 9,273
B Operating expenses (126) (653)
MREE A EERTF Operating profit before provisions 5,548 8,620
RizBRE#E Write-back of/(charge for) bad and
(Bf®) — 518 doubtful debts — specific 25,272 (31,545)
RIZHR B Write-back of bad and
——# doubtful debts — general 178 1,432
EERN, (EB) Operating profit/(loss) 30,998 (21,493)
33 EAER 33 LOAN CAPITAL
AEERARERLT
Group and Bank
2004 2003
FHET FET
HK$'000 HK$'000
REFERE Subordinated floating rate notes
—RER_T——F — with a final maturity on
+ A=A 2nd July 2011 584,820 584,820
—BRER_T——F — with a final maturity on
+-—A+=—R%EH 12th December 2011 623,808 623,808
—RER_T—_F — with a final maturity on
= AZ=+/NBEIH 26th March 2012 545,916 545,916
—RER_T—_F — with a final maturity on
+=A/\BEIH 8th December 2012 500,000 500,000
—RENR_T—MF — with a final maturity on
mA =+ \EEH 28th April 2014 1,169,955 -
— KA — perpetual 1,935,916 1,935,916
ME 34, 78 2 Exchange adjustment (12,186) (12,156)

5,348,229 4,178,304
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

33

BAER @

EABARTBARITEREEHAERMAS
I A &AAER AR 2 HRE - RIBFRITEMRE
IR = ZERBEEERLE I ARRT
ZMmER -

FRABTEETUERZEAEZEA
#150,000,000F 7T » WALITR TN
EOA -+ N \BHEED B ETERED
EUAER2HEE  AIBAFEAAEARK
BITRIEFRMA R MEF K050 B - EiB
% E A e IR 17 R E IR RR & hn & A &
1.00%:1 8 - BITEREERAR ST MNF
MAZ+ B REELLRITERBENRITZE
ANELHE o

33

LOAN CAPITAL (continued)

Loan capital was raised by the Bank for the development and
expansion of business and have been fully subscribed by the ultimate
holding company. These notes qualify for and have been included
as the Bank's supplementary capital in accordance with the Third
Schedule to the Banking Ordinance.

During the year, the Bank issued callable floating rate subordinated
notes totalling US$150,000,000 which are interest bearing at 0.5%
per annum over six-month LIBOR for the first five years and then
1.0% per annum over six-month LIBOR thereafter should the call
option is not exercised by the Bank to redeem the notes in whole
on the option redemption date as at 28th April 2009. The notes
were issued to expand the capital base of the Bank after the
acquisition of Belgian Bank effective as at 30th April 2004.

34 B 34 SHARE CAPITAL
(a) EBR (a) Ordinary shares
BREE2ETZEEBR
Ordinary shares of
HK$2.00 each
& &R
Number of AT
shares HK$'000
VETE Authorised:
R-ZBE=F—HF—AK At 1st January and 31st December 2003,
+ZA=+—H "Xk and 1st January 2004
—EENF—A—H 1,000,000,000 2,000,000
Z_TTMEFE+TA Increase during the year ended
=+ —HIEFEEM 31st December 2004 1,000,000,000 2,000,000
RZTZTMF At 31st December 2004
+=—A=+—8 2,000,000,000 4,000,000

BEBRERA-_ZFTEZTNFWA=-_+=-H
RUIZHRRAFAS EBBZHFIRGER
KR 1T 2 7R TE @ IR AR A S B I %5 A
1,000,000,0008% & % M 18 2.007%8 7T 2 1
TBAY 0 B E4,000,000,00058 7T 0 DA
2,000,000,000/% & % [ 6 2.0078 7T 2 & i
HQ °

Pursuant to a special resolution passed by shareholders in the annual
general meeting held on 22nd April 2004, the authorised ordinary
share capital of the Bank increased to HK$4,000,000,000 divided
into 2,000,000,000 ordinary shares of HK$2.00 each by the creation
of an additional 1,000,000,000 new ordinary shares of HK$2.00
each.

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

34 BRI @)
() EBER @

34 SHARE CAPITAL (continued)
(a) Ordinary shares (continued)
BREBE2ETZERBR

Ordinary shares of
HK$2.00 each

&7 1 8
Number of FET
shares HK$'000
BETRER Issued and fully paid:
RITT=F—HA—HK At 1st January and 31st December 2003,
+=ZA=+-8" & and 1st January 2004
—TTNFE—A—H 624,374,304 1,248,749
BLEHTAL D) T &R Allotment of new shares to the ultimate holding
PERg A B (MR @) company (Note (i) 124,874,000 249,748
IR IE REHE SR Conversion of convertible non-cumulative preference
B0 AT BAR (T3 (b)) shares to ordinary shares (Note (b)) 204,399,479 408,799
Ao %371 T GBHIE AU Allotment of new shares to GBH as
EWEBRIT 2 RERD Consideration Shares for the acquisition
GEIO) of FBAHK (Note (i) 94,317,000 188,634
R-ZZMEF At 31st December 2004
+-A=+—8H 1,047,964,783 2,095,930
B 5 Note
() RZZZEWF-ANA - REBHAEAZZZ (i)  On 9th February 2004, 124,874,000 existing ordinary shares of
ME-AMNB 2REHR @ KEERRAF HK$2.00 each held by the ultimate holding company were placed to
52124,874,0000 F R EE2.008 T2 HE independent investors at HK$11.25 each pursuant to the Placing
TRRZRERI25BTEE TEIRES - Agreement dated 4th February 2004. A total of 124,874,000 new
BREERARAERBEERA-STNEF ordinary shares of HK$2.00 each were later subscribed by the ultimate
RBZREWRE  RER11255BTRES holding company pursuant to the Subscription Agreement dated 4th
$£124,874,0000 § IR E (B 2.0078 7T 2 #1 & 38 February 2004 at HK$11.25 each, representing a premium of HK$9.25
i - 8B R EFRI2SB T ([RBEE]) - each ("the Subscription”). These shares rank pari passu with the existing
ERNERERNDEZERASEE - shares.
RPTENRBEREZAEFREFEAMES The Bank has applied the net proceeds from the Subscription to satisfy
NRBELZFRRTREZIRSBH - the cash portion of the consideration for the acquisition of Fortis Bank
Asia HK.
(i) wWHBBEEXEBRIT((ELEBRITHM® (i) As stipulated in the sale and purchase agreement entered into for the

RN 2 BEEWAERE © Fortis Bankz 2 & B
J& A A Generale Belgian Holding B.V. ([GBH])
AL 3 K 361794,317, 0008087 & @A - 1F
RRERD -

acquisition of Fortis Bank Asia HK (“FBAHK"), 94,317,000 new ordinary
shares were allotted and issued as Consideration Shares to Generale
Belgian Holding B.V. ("GBH"), a wholly owned subsidiary of Fortis Bank.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

34 BRI @)
(b) TWEBIFZRFELR

34 SHARE CAPITAL (continued)
(b) Convertible non-cumulative preference shares

BREESETZ
AR RFHE LR
Convertible
non-cumulative
preference shares of
HK$5.00 each

& EE
Number of FHET
shares HK$'000
VERE ¢ Authorised:
RZZEZE=F—A—HK At 1st January and 31st December 2003,
+=—A=+—8"' & and 31st December 2004
—ZTENF—HA—H 232,000,000 1,160,000
BRITRER Issued and fully paid:
N-BEE=F—A—HK At 1st January and 31st December 2003,
+=ZA=+—8" & and 1st January 2004
—ZEME-HA—H 202,219,218 1,011,096
HE_ZTHWF+_A Decrease during the year ended
=+—HIEFERD i)  31st December 2004 (Note) (202,219,218)  (1,011,096)

i Spife

+=A=+-H

At 31st December 2004

R-ZZMFEMANA - 202,219,218 A
EIRIE R ELR (2P T ERIER
FHESR - WHRKRIERAREE) BETH
RIFRFTEBERZ GRFIREAEERET .42
BT 5204,399,4790% B AR I (E2.0078 T
ZEBR  EHELRSATREZEZEBR
H{EZ 54 489,370,000/ TR Al 2B
SREERPENY - HERMERERHO=E
RS ER -

Bl MENHBIFRFEERSRE
8 MEKERABLEFEEMBAERE
RETEBRZES - TEFEAAREAR
TEME AR RITEBRE -

Note:

On 6th April 2004, 202,219,218 convertible non-cumulative preference
shares, being all of the convertible non-cumulative preference shares
in issue and held by the ultimate holding company, were converted
into 204,399,479 ordinary shares of HK$2.00 each at the adjusted
conversion price of HK$7.42 in accordance with the terms of the
convertible non-cumulative preference shares. The shortfall of the
nominal value of ordinary shares required to be allotted upon conversion
of the preference share totaling HK$489,370,000 is dealt with in the
convertible preference share premium. These shares rank pari passu
with the existing shares.

Following the conversion, all the convertible non-cumulative preference
shares were cancelled and the ultimate holding company holds no
other securities convertible into ordinary shares of the Bank and no
outstanding option to subscribe for any ordinary shares of the Bank.

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

34 BRI @)
(c) B

() ERERIEHZ
FRALERLERE MR _-F
ZWNE+_RA=+—H  LEHE
e 18 AR AT 8 2 R A -

(i) BMBETAEENZEREMEFTER
7
RERBTPRAEREBRETRNERE
HEEME  ARTBRER=Z
TEFE=ZA-+NBBITZHER
BHRAE BB —HAZRE  #t
HERAREBANEBRZAFHRE
R EITAI REARITRG 2
Mg MEREE TIEEERSA
EE - MBEHTZEHKRE - B
REBHEERBAMIK7.787%
TZITEBRBEARNBITZRG
R - BEAMTELOEREEGR
REBHBEAFHREERER
WKE 2z AT EAERESER
1,211,063,000/ 70 + BN g 21T
] BE AR A -

34 SHARE CAPITAL (continued)

(c) Share options

®

(i)

Employee share option scheme
During the year, no option has been granted and at 31st
December 2004, there were no options outstanding.

Issue of options in connection with the issue of Junior

PLNs

In connection with the issue of Junior PLNs by UBCBM,
the shareholders of the Bank had by a resolution passed
at the Extraordinary General Meeting held on 28th March
2000 approved the issue of options to subscribe for
shares of the Bank at the end of the five-year term of
the Junior PLNs subject to the fulfillment of certain
conditions. These options, if issued, will allow the holders
of the Junior PLNs to subscribe for shares in the Bank at
an exercise price of HK$7.78. However, no options will
be issued if total recoveries of the PRC NPL Portfolio at
the end of the five-year term of the Junior PLNs are
below HK$1,211,063,000.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

35 f#i@ 35 RESERVES
158 Group 2004
ARG
BEREE
Convertible ~ $7EE
non-  EftRfE RE
LEREE  umulative Bank  EffffE
Ordinary ~ preference ~ premises  Investment ~ AERE  -REE  REES
share share  revaluation revaluation  Exchange General  Retained &t
premium premium reserve reserve reserve reserve eamings Total
TiEx TR TiEx TR TiEx TR TiEx TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZSEMF-A-A At Tst January 2004 1,786,686 505,496 118,816 6,080 (239) 219,200 1,021,421 3,657,460
Eflkia Issue of shares
(1£34(a)) (Note 34(a)) 1,155,084 - - - - - - 1155084
HRBRIAFCBH Issue of Consideration shares
(W34 R43(b)) to GBH (Note 34(a) & 43(b)) 693,230 - - - - - - 693,230
DUEGE S Share issue expenses (26,035) - - - - - - (26,035)
EMEEREL Capital duty for the increase in
BAH (13134(2) authorised share capital
(Note 34(3) (30) . . . . . . (30)
BAEEEZHERR  Conversion of convertble
EhELER non-cumulztive preference
(Br&E34(0)) shares to ordinary shares
(Note 34(5)) 1001667 (489370) - - - - -
FREEERRY Change in fair value of
EFLTERD non-trading securiies - - - (79,905) - - - (79,905)
HEFRFEE Disposal of non-tading
RigzEs securies - - - (3,069) - - - (3,069)
HERTRE Disposal of bank premises - - (74,029) - - - 74,029 -
ERBARE Revaluation of bank premises - - 64,069 - - - - 64,069
EiB=RAREL Share of revaluation gain of
RENEERNG investment properties held
by an associated company - - 39 - - - - 39
HERELT Disposal of an associated
(f3k24) company (Note 24) - - - - 239 - - 239
ERZE Exchange differences - - - - 12 - - 12
RERRA Profit for the year - - - - - - 760,391 760,391
BRETHERE Releases of deferred tax
(H3£23) ebiles (Note 23) - - 1,743 14517 - - - 16,260
BR-23=F 2003 final dividends paid
RS - - - - - - (47949) (247949
ENZEEmE 2004 interim dividends paid
RERE (k1) (Note 12) - - - - - - (146715)  (146715)
i At 315t December 2004
+-h=1-H 4,700,602 16,126 110,638 (62,377) 122 219,200 1,461,177 6,445,488
% Represening;
ABIRHEBAR Bank and subsidiaries 4,700,602 16,126 110599 (61,569) 12 219200 1447012 6432092
N Associated company - - 39 (808) - - 14,165 13,396
i3 At 315t December 2004
+-h=t-H 4,700,602 16,126 110,638 (62377) 122 219,200 1,461,177 6,445,488
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

35 @& @

(@) —REFEEAIFEERERHER
ZHRE - WAHDIK -

35 RESERVES (continued)

(a) The general reserve comprised of previous year's transfers from
retained earnings and is distributable.

(b) EEFEZIKIE KRR S324,869,000/8 (b) The Directors proposed a final dividend of HK$324,869,000
T ARAFEBERMIESEE TR after the year-end which will be reflected as an appropriation
F+ZA=+—BILEERER#HZH of retained earnings for the year ending 3 1st December 2005
B (BF3E12) © (Note 12).

TR Bank 2004

FERERG
BEREE
Convertible ~ RTEE
non-  Efbf#fE RE
LEREE  cumulative Bank  BftffE
Ordinary preference  premises Investment —fkfitE  REREH
share share revaluation revaluation  General  Retained @5t
premium  premium reserve reserve reserve  earnings Total
Tign T Tign T Tin TEx TiEn
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000
RZEENE-A—H At 1st January 2004 1,786,686 505,496 118,816 6,890 219,200 1,019,148 3,656,236
BaRH Issue of shares
(Fit3£34(a)) (Note 34(a)) 1,155,084 - - - - - 1,155,084
FITRERH TGBH Issue of Consideration shares
(Fi1zE34(a) R43(b) to GBH (Note 34(a) & 43(b)) 693,230 - - - - - 693,230
RiAETZ M Share issue expenses (26,035) - - - - - (26,035)
EMEERAZ Capital duty for the increase in
B (H334()) authorised share capital
(Note 34(2)) (30) . . . . . (30)
BRI 2B AR Conversion of convertible
BaRTAR non-cumulative preference
(MI7£34(b)) shares to ordinary shares
(Note 34(b)) 1,091,667  (489,370) - - - - 602297
FHEEERGZES Change in fair value of
ATEED) non-trading securities - - - (79,905) - - (79905)

HEEBIFEERA ZES Disposal of non-trading securities - - - (3,069) - - (3,069)

HERTEE Disposal of bank premises - - (74,029) - - 74029 -

EHRIEE Revaluation of bank premises - - 64,069 - - - 64,069

KEERM (M) Profit for the year (Note 11) - - - - - 21158 211,588

BRETHERR Releases of deferred tax

(Fiizk23) liabilities (Note 23) - - 1,743 14,517 - - 16,260
BRZZZ2=F74KS 2003 final dividend paid - - - - - (247949) (247949)
BENZZZWERHRE 2004 interim dividend paid

(FizE12) (Note 12) - - - - - (146,715) (146,715)
RZZTME At 31st December 2004

+-A=f-H 4,700,602 16,126 110,599 (61,567) 219,200 910,101 5,895,061
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For the year ended 3 1st December 2004

35 f#E @ 35 RESERVES (continued)
158 Group 2003
AEEERH
BAREE

Comertble ~ $11EE
non- - EREEE RE
LRREE  cumulative Bank  EfEE
Ordinary ~ preference pemises  Imestment  JNERE KA £

share share  revaluation  reveluation Exchange Ceneral Retained Eh
premium premium Tesenve feserve fesenve feserve eamings Total
FER FEn FER FEn FER FEn FER TR
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RZZE=F-f-A At Tst January 2003 1,786,686 505,496 343,149 2779 1) 219,200 764,765 3,647,069
FREEERBZES  Changeinfairvelue of

ATEZE non-tiading securities - - - (19729) - - - (19729)
HEHFHEEREZES  Disposal of non-trading securiies - - - (5,393) - - - (5,393)
HEREE Disposal of bank premises - - (39,875) - - - 39875 -
RORELREEE Impairment loss on bank premises - - (24616) - - - - (24616)
REIEARL Release of revaluation surplus on

EfE dissolution of a subsidiary - - - (490) - - 490 -
ERZE Exchange differences - - - - (218) - - (218)
TEEEF Proft for the year - - - - - - 522,130 522,130
BREEHERE Releases of deferred tax liables

(H&23) (Note 23) - - 40,158 3,898 - - - 44,056
BRZSEERERE 2002 fina duidends paid - - - - - - (06648)  (206648)
ENZST=F4ERE 2003 interim dividends paid

(B:t12) (Note 12) - - - - - - (99,191) (99,191)
S At 31st December 2003

+-h=1-H 1,786,686 505,496 118,816 6,080 (239) 219,200 1,021,421 3,657460
% Represening;
KEHRHEAT Bank and subsidiaies 178668 50549 118816 6,388 (39 29200 1046609 3683456
BEDA Associated companies - - - (808) - - (5188)  (2599)
WZFE=F At 315t December 2003

+-h=t-H 1,786,686 505,496 118,816 6,080 (239) 219,200 1,021,421 3,657460
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

35 @& @

35 RESERVES (continued)

REEfT Bank 2003
AR RE
BEAKEE
Convertble  R1IEE
non-  EfbFHE RE&
LREBEEE  cumulative Bank  EfffE
Ordinary  preference  premises Investment ~ —fifEE  RERHS
share share  revaluation  revaluation General  Retained @it
premium  premium reserve reserve reserve  eamnings Total
FiEx T FiEx TR FiEx TiEx FiEx
HK$000  HK$'000  HK$000  HK$000  HK$000  HKF000  HK$000
RZZT=F—-A—-H At 1st January 2003 1,786,686 505,496 343,149 28,114 219,200 731,376 3,614,021
FREEEMBZES  Changein fair value of
ATEED non-trading securities - - - (19729 - - (19729
HEFRIERE Disposal of non-trading
Bigz &5 securities - - - (5,393) - - (5,393)
HERTEE Disposal of bank premises - - (39,875) - - 39,875 -
BRORERERE Impairment loss on bank premises - - (224616) - - - (224616)
KERRF Profit for the year - - - - - 55373 553736
BRETHERR Releases of deferred
(Fizk23) tax liabilities (Note 23) - - 40,158 3,898 - - 44056
BRZZZ-FXREAKE 2002 final diidends paid - - - - - (206,648) (206,648)
BENZSZ=FHhHRE 2003 interim dividends
(GEIW)) paid (Note 12) - - - - - (99191) (99,191
RZZBT=F At 31st December 2003
+-A=1—-AH 1,786,686 505,496 118,816 6,890 219200 1,019,148 3,656,236
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

36 EEBRE AR Z&8 36 BALANCES WITH GROUP COMPANIES
(@) UTAEBEEEREEYTHBRAER (@) Included in the following balance sheet captions are
NEZAER balances with the ultimate holding company:
REBRARET
Group and Bank
2004 2003
FET FET
HK$'000 HK$'000
EEaERER On-balance sheet
ReREHED Cash and short-term funds
EFERe RIRITRIE Cash and balances with banks
ERE fth & RUMSE 2 17 and other financial institutions 1,278,235 53,275
REBAITF Money at call and short notice 58,121 2,662,926

1,336,356 2,716,201

—E+ERANEIEZ Placements with banks and other
RITRIZE R E A financial institutions maturing
SRS 2 TR between one and twelve months 4,691,603 4,718,871
Bk E AR Advances and other accounts 84,617 66,201
6,112,576 7,501,273
RITRIZERE M S H Deposits and balances of banks
g 2 T ki s (B and other financial institutions (Note) 15,134,478 20,317,169
BEITENE Certificates of deposit issued 3,887,100 3,805,280
HEBRIB M EHSD Other accounts and provisions 156,840 120,695
19,178,418 24,243,144
BAER Loan capital 5,348,229 4,178,304
M RITRAEREMbSREE 2 FRR Note: Included in deposits and balances of banks and other financial
HHBIE— £ A%11,109,332,000/% institutions is an amount of HK$11,109,332,000 (2003:
T (ZEZF =4 :12,025,197,000% HK$12,025,197,000) representing utilisation of a standby credit
TL) ZRIE - DREERARE TR facility of US$1,635,000,000 (2003: US$1,635,000,000)
RITIFEELE SRR ZBREE granted by the ultimate holding company to the Bank for working
1,635,000,000% T (ZEZE =% : capital purposes.
1,635,000,000% 7T) # 2 # ) A 2 &
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For the year ended 3 1st December 2004

36 EHEBRENAZE B @

(@) UTHEEEBEREEHEERER (@) Included in the following balance sheet captions are
NE 2 ) balances with the ultimate holding company: (continued)

36 BALANCES WITH GROUP COMPANIES (continued)

REE R AT
Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000
EESERIMNER Off-balance sheet
INEGH —EHeRE Foreign exchange contracts — contractual amount 5,559,672 11,334,371
SRS e Interest rate swaps — notional principal 7,946,905 5,932,892
SNEERRE — S KSR Currency options — contractual amount
—E A B — options purchased - 133,520
— SR — options written - 77,632
- 211,152
MEHE-EHTHE Interest rate options — contractual amount
— B AHpiE — options purchased 797,307 200,000
— S — options written 1,807,902 160,000
2,605,209 360,000
—FNRIE B AR Other commitments with maturity within 1 year
—BXEE — overdraft facility 1,010,646 1,009,216
(b)) UTABEEEREEFHAEMER (b) Included in the following balance sheet captions are
Mt R B 2 AR ER balances with fellow subsidiaries:
AEERARERIT
Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000
EE8ERER On-balance sheet
B R HE RIS Advances and other accounts 3,499 3,509
RITAEEREMESR Deposits and balances of banks
Wi 2 TR RS and other financial institutions 103,334 73,290
RPEFHR Deposits from customers 444,967 370,510
HBRERERS Other accounts and provisions 1,565 896
549,866 444,696
BEEgERIMNER Off-balance sheet
INEGH —EH R Foreign exchange contracts — contractual amount 30,954 46,550
IESEEIEEE S 1 Interest rate swaps — notional principal 255,771 278,699
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36 HEBERERR ZHEH @ 36 BALANCES WITH GROUP COMPANIES (continued)
() UTAEBEEEREBPHEHRRITH (¢) Included in the following balance sheet captions are
BARZ&8 balances with subsidiaries of the Bank:
AERAT
Bank
2004 2003
FET FIT
HK$'000 HK$'000
EE8ERER On-balance sheet
A B EE Senior PLNs issued by UBCBM included
B17 - REEBRE in the balance sheet under
FIMERFERE 2 “Held-to-maturity securities” 101,969 143,625
BHIZBERNER
B R H RIS Advances and other accounts 15,702 -
117,671 143,625
RITEEREME R Deposits and balances of banks
Wl 2 T st and other financial institutions 330,965 -
BPEFHR Deposits from customers 3,143,740 55,404
BEITFRE Certificates of deposits issued 5,375,619 -
HaBRBE M EHSD Other accounts and provisions 105,712 38,266
8,956,036 93,670
EE8ERIMNER Off-balance sheet
INEEH —EH e Foreign exchange contracts — contractual amount 3,773,895 82,513
GESEEIEE S E Interest rate swaps — notional amount 159,926 -
SNEERRE — S SR Currency options — contractual amount
—E A — options purchased 199,787 -
MEHE-SHE5H Interest rate options — contractual amount
— B AHE — options purchased 145,000 -
d UTHEEEEREEPHEHBELE QAT (d) Included in the following balance sheet captions are
A balances with an associated company:
AEERAERIT
Group and Bank
2004 2003
FHET FET
HK$'000 HK$'000
EESERER On-balance sheet
BEPER Deposits from customers 18,934 15,430
HREREES Other accounts and provisions - 29
18,934 15,459
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For the year ended 3 1st December 2004

37 BERXRS
RAFEE  AEESHRBEEKBREHEE
EEH (BERKIZERAR - %W%Q
BB AR ERZ RS o

@ R-—BEBBRIEMEZSHERZ
REME

BRI DT - FRHE AR K E
REAZBERZEF ZRA R T RER

37 RELATED PARTY TRANSACTIONS

During the year, the Group entered into various transactions in the
normal course of business with related parties, including the ultimate
holding company, fellow subsidiaries and associated companies.

(a) Summary of transactions entered into during the
ordinary course of business with related parties

The aggregated income and expense arising from related party
transactions with the ultimate holding company, fellow

BWamT subsidiaries and associated companies are summarised as
follows:
2004 2003
FET FET
HK$'000 HK$'000
FEWA Interest income
— B (B EEQ)) — Placement (Note (i)) 84,689 58,133
— === 27 (BT (i) — Interest rate swaps (Note (ii)) 372,906 268,560
FMEZH Interest expense
—TE R (B Giii)) — Deposits (Note (i) (202,906) (153,097)
— M === 27 (BT (i) — Interest rate swaps (Note (ii)) (276,236) (295,211)
—BE17FHE (MaEGv)) - Certificates of deposit issued (Note (iv)) (85,751) (18,065)
—fEAEAR (HIEEW)) — Loan capital (Note (v)) (80,714) (60,036)
HARES (B (ST ) /U AJFEE  Net option premium (expense)/income
(GEID)) (Note (vi)) (766) 8,886
BEBUYA (FHEE(vi)) Management fee income (Note (vii)) 6,000 6,000
BHEH AU (BFRE(vill) Securities brokerage commission income (Note (viii)) - 271
BRASEUA (FIFE(ix) Service fee income (Note (ix)) 1,983 1,705
HERIERSE S L (5 (X) Data processing service fee expense (Note (x)) (4,517) (4411)
PEE S (R (xi)) Premises expense (Note (xi)) (6,113) (6,113)
A E KR B 2 PRC loan service fee expense
(BfFRE(xil)) (Note (xii)) (656) -

Bt Note

() WARRITHEFRREEZERARKRRE @) Interest income was received on inter-bank deposits placed with
ZMBRABZRITBAEFERIRRITH the ultimate holding company and fellow subsidiaries at prevailing
%5 M W 2 FLE A e market rates.

(i) WARRITHRFERPRZ G M RLE (i) Interest income and expense was received from and paid to the
[ NCIDVEEEN ) WNCI 9SSR h o ultimate holding company and fellow subsidiaries on the interest
FMBWKARZE © EZ 5% T HBREERE rate swaps at prevailing market rates. These transactions included
HEELERGKITRATIRE RN B interest rate swaps entered on a back-to-back basis with the

RAIRISL 2 M Y - ultimate holding company and fellow subsidiaries.

(i) WAARATINHZEERARRRAZR (i) Interest expense was paid on the deposits taken from the
MEARZERZAMEZH - ultimate holding company and fellow subsidiaries.

(iv) WARRTETEHZEERRATR (iv)  Interest expense was paid to the ultimate holding company and
17138 2 {8 /500,000,000 7T 2 the Branch for fixed rate certificates of deposit issued by the
FEEFAREMAZREKIERRATDRDAT Bank and subscribed by the ultimate holding company and the
TR ZFBELZE - Branch with nominal value of US$500,000,000.

) FEBZHETIRARBRITET I RLER (v) Interest expense was paid to the ultimate holding company for
A B R A H£495,000,000% T & subordinated floating rate notes issued by the Bank and
1,500,000,0007% 7T 2 1 & # % E3 subscribed by the ultimate holding company totaling
(M 5E33) 2 FREER o US$495,000,000 and HK$1,500,000,000 (Note 33).

(vi) HAREEBURA S HERE T A RIT R (vi)  Net option premium income/expense was received from/paid
SHEEBEANRBATH S ERKRER, to the ultimate holding company and fellow subsidiaries on the
INEBRERABDRRARZRE AR 2 various option contracts at prevailing market rates.

FRIE ©
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HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

37 BEXRS @w
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XEBME @)
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HEMEH - R - B R
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B - TR ™5 HE AR 7 17 9 1T R
ZRIE °

x) WBEZZZ-F-_A=-+—HIILZ
R - REE X H T HHEIER
AR M ARITIRE Z SRR R RS M
AR A B XA 2 5RO o

i)y BE-ZZL-—FLtA=-HFZZEE
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(i) MRBEELHTHEBREIERTY
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(b) MAEZHEREETEE

RBSHEREER

RAFE - NRITEDIT « HEREBRR
AINARMBARGLZREATIER
5 ZERHBEST  MEIZEBRAA
MRARHBARKBELEARRITZEE
BER A ReEAH£AE1,552,106,000
BT (ZEZT =4 : 6,430,380,000
BIT) c M RASERITUEU S X IEE
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1,925,371,0008 L) ° Ll X 5 &1L
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EBEES

FR - ARNBITIERRKRIER AR KA
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37

RELATED PARTY TRANSACTIONS (continued)

(@)

(b)

Summary of transactions entered into during the
ordinary course of business with related parties
(continued)

(vii)  In accordance with the Collaboration Agreement dated 3rd July
2001, management fee income was received from the Branch
for the provision of services such as accounting and budgeting,
internal audit, marketing and back office settlement and clearing.

(viii) Commission income was received on delivering securities
brokerage services to fellow subsidiaries.

(ix) In accordance with the Outsourcing Agreement dated 18th
December 2002, service fee income was received from the
Branch for the provision of management, administrative and
marketing services in respect of credit card business of the Branch
launched in Hong Kong commencing from 18th December
2002.

(x)  In accordance with the Service Levels Agreement dated 21st
February 2002, service fee expense was paid to the ultimate
holding company for the provision of data processing services
to the Bank.

(xi)  In accordance with the Collaboration Agreement dated 3rd July
2001 and the Licence Agreement dated 27th December 2001,
premises expense was paid to the Branch for using a portion of
floor area rented by the Branch.

(xii)  Service fee was paid to related ICBC Branches for assisting the
Bank in PRC Loan business.

Buy and sale of certain assets from/to related parties

Sub-participation of syndicated loans

During the year, the Bank entered into various capital market
transactions with the Branch, the ultimate holding company
and fellow subsidiaries. These transactions included sub-
participation in syndicated loans of the Bank by the Branch,
the ultimate holding company and fellow subsidiaries for a
total of HK$1,552,106,000 (2003: HK$6,430,380,000) and
similar sub-participation in syndicated loans of the Branch, the
ultimate holding company and fellow subsidiaries by the Bank
for a total of HK$610,000,000 (2003: HK$1,925,371,000).
Fee attributable to the above transactions of HK$2,083,000
was paid to the Branch in 2004 (2003: HK$3,055,000). These
transactions were priced based either on the terms of the
underlying loan agreement, if applicable, or prevailing market
rates if such comparable rates are available, or on terms that
are no less favourable than those available to other
independent syndicate members.

Buy and sale of debt securities

During the year, the Bank did not buy any debt securities from
the ultimate holding company and fellow subsidiaries (2003:
HK$139,002,000). Debt securities of carrying value of
HK$1,131,000,000 (2003: HK$1,700,719,000) were sold by
the Bank to the ultimate holding company and fellow
subsidiaries. These transactions were entered into on normal
commercial terms with reference to prevailing market rates.
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For the year ended 3 1st December 2004

37 BEXRS @w

©

(d)

(e)

BRAREZERDTELZ &S

REFERIRITZF  REERAF
RZEE-—FLA=-ZBEEEFELRE
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(b)
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EBEE

AEHTELEHEARITER  BFH
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37 RELATED PARTY TRANSACTIONS (continued)

(©

(d)

(e)

Undertaking from the ultimate holding company

To demonstrate its support to the Bank, a Letter of Comfort
dated 3rd July 2001 was executed by the ultimate holding
company, pursuant to which it will provide the Bank with such
funding as may be required by the Bank to ensure that it will
maintain sufficient capital and liquidity levels.

Simultaneously on 3rd July 2001, the ultimate holding company
and the Bank entered into a guarantee agreement whereby
the ultimate holding company agreed to guarantee to the extent
of HK$9,000,000,000 the payment obligations of certain
customers whose “large exposures” were transferred to the
Bank pursuant to the Business Transfer Agreement and to
indemnify the Bank in respect of any losses incurred if any
obligation of such customers becomes unenforceable. The
amount of such on-balance sheet and off-balance sheet large
exposures of the Bank covered by this guarantee as at 31st
December 2004 was HK$849,196,000 and HK$504,212,000
respectively (2003: HK$1,616,964,000 and HK$791,924,000
respectively).

Share placing and underwriting services provided by a
fellow subsidiary

In February 2004, ICEA Capital Limited, a fellow subsidiary,
was engaged by the Bank to provide share placing and
underwriting services in respect of the Bank’s placing of
existing ordinary shares, and received a placing commission of
HK$11,941,000.

Acquisition of Chinese Mercantile Bank

The acquisition of Chinese Mercantile Bank from ICBC, subject
to the terms of conditions of the Acquisition Agreement, is
disclosed in Note 40 "Capital Commitment”.

38 SEGMENT REPORTING

(a)

(b)

Geographical area

The Group operates predominantly in Hong Kong. Less than
10% of the Group's income, profit, assets, liabilities, contingent
liabilities or commitments is attributable to the Group's overseas
operations.

Class of business

The Group operates predominantly in commercial banking
which comprises commercial and retail banking, treasury and
markets, and corporate and investment banking activities.
Commercial and retail banking includes retail banking,
commercial lending and trade finance. Treasury and markets
activities include foreign exchange, money market and capital
market activities. Corporate and investment banking activities
mainly comprise corporate banking, the provision of debt capital
market and corporate finance and advisory services.
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38

R E @

(b) EHBEER @

38 SEGMENT REPORTING (continued)

(b) Class of business (continued)

o 3
[5ES RERT
HETERIT B%&  Corporate
Commercial Treasury and
and retail and  investment RDHE @zt
banking markets banking Unallocated Total
THx THT THT THx THT
2004 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FRSWA Net interest income 778,637 386,609 162,145 (52,553) 1,274,838
Hih @A Other operating income 234,273 51,107 46,589 38,458 370,427
ZERA Operating income 1,012,910 437716 208,734 (14,095) 1,645,265
HEZH Operating expenses (475,031) (61,258) (33,714)  (119,713)  (689,716)
=g 5 Amortisation of goodwill (3,280) - - (51,313) (54,593)
MR EBERFZ Operating profit/(loss)
LERT/ (F8) before provisions 534,599 376,458 175,020  (185,121) 900,956
RER (Bts) / (Charge for)/write-back
o] of bad and doubtful debts (33,423) (2,036) (6,940) 63,956 21,557
EERF/ (EE) Operating profit/(loss) 501,176 374,422 168,080 (121,165) 922,513
HEEFEEEL Net (loss)/gain from
(E518) /=545 disposal of fixed assets (602) (272) - 32,378 31,504
BITRERERR Write-back of impairment
[Ege loss on bank premises - - - 8,612 8,612
HERERFERH Net gain on disposal and
BERIEFEEERR redemption of held-to-maturity
ZEE RN FE and non-trading securities - 15,567 - - 15,567
IREEEMGRZ Impairment loss on
FE5 2 BERE non-trading securities - - - (200) (200)
500,574 389,717 168,080 (80,375) 977,996
il d=wNvd Share of net losses of
BEEE associated companies - - - (41,225) (41,225)
YN Loss on disposal of an
ZEHE associated company - - - (92) (92)
BEBIRF/ (Bi8) Profit/(loss) before taxation 500,574 389,717 168,080 (121,692) 936,679
AHEE Segment assets 38,378,987 33,869,853 24,098,923 788,088 97,135,851
REERRZRE Investments in associated
company = = = 28,332 28,332
APBEE Unallocated assets - - - 2,179,467 2,179,467
BEMSE Total assets 38,378,987 33,869,853 24,098,923 2,995,887 99,343,650
AEEE Segment liabilities 39,790,711 18,319,930 15,305,062 150,363 73,566,066
ADEEE Unallocated liabilities - - - 11,887937 11,887,937
BEeE Total liabilities 39,790,711 18,319,930 15,305,062 12,038,300 85,454,003
BEATH Capital expenditure 5,814 4,481 18 137,593 147,906
MEREHER Depreciation and
amortisation charges 21,474 1,530 69 66,782 89,855
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For the year ended 3 1st December 2004

38 DEHE @

38 SEGMENT REPORTING (continued)

(b) EBEE @

(b) Class of business (continued)

fER

[EES BRARLT

HEERT #%  Corporate

Commercial Treasury and
and retail and  investment AHEE st
banking markets banking  Unallocated Total
FiEn FiEn FiEr FiEn FiEn
2003 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EM BN Net interest income 337466 312,017 159,310 14,354 823,147
Hipg@lA Other operating income 62,986 26,483 198,925 32,946 321,340
=T ON Operating income 400,452 338,500 358,235 47300 1,144,487
EEZH Operating expenses (193,684) (44,664) (31,789) (43918)  (314,055)
Bk 3 Amortisation of goodwill - - - (35,498) (35,498)

merEHESR 2 Operating profit/(loss)

LR,/ (EE) before provisions 206,768 293,836 326,446 (32,116) 794,934
RERERE Charge for bad and doubtful debts (61,184) (5,941) (13,641) (48,470)  (129,236)
LERA/ (E8) Operating profit/(loss) 145,584 287,895 312,805 (80,586) 665,698
HEBETEEZ (B8)/  Net (loss)/gain from disposal of

SEAFRE fixed assets (703) - - 2,114 1411
ROEEREEE Impairment loss on bank premises - - - (11,858) (11,858)
HEREBEFE Net gain on disposal and

Az EHK redemption of held-to-maturity

FHEBREMGZ securities and non-trading

BHHEFFE securities - 16,164 - - 16,164
FETTHE Write-back of provision on property

e = [l available for sale - - - 5,369 5,369

144,881 304,059 312,805 (84961) 676,784
3N Share of net losses of

BEEE associated companies - - - (31,621) (31,621)
BREAIAR, (E8) Profit/(loss) before taxation 144,881 304,059 312,805 (116,582) 645,163
NEEE Segment assets 17217075 32,112,789 23,745,593 680,527 73,755,984
REERAZIRE Investments in associated companies - - - 161,467 161,467
ANEEE Unallocated assets - - - 1,402,173 1,402,173
BESE Total assets 17217075 32,112,789 23745593 2,244,167 75319,624
HHBEE Segment liabilities 19,602,876 22,771,319 16,337,620 207828 58,919,643
AOBERE Unallocated liabilities - - - 6304372 6304372
afEes Total liabilities 19,602,876 22,771,319 16337620 6,512,200 65,224,015
BALH Capital expenditure 4,098 124 24 6,299 10,545
TEREHRER Depreciation and amortisation charges 10,246 293 75 45,596 56,210
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BE-TTREt-ASt—HILER

For the year ended 3 1st December

2004

39 EEREXRIMAR

(a) FAREBEBERARE

NTHERAGEIZHEMNZXABER

39 OFF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each

AEZERNEE - significant class of contingent liability and commitment:
REE AERAT
Group Bank
2004 2003 2004 2003
FTHET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
BEEEERER Direct credit substitutes 1,448,759 2,107,357 1,388,788 2,107,357
B 5HM 2 AEE Tansaction-related contingencies 292,890 188,505 259,170 188,505
HEH5EM A BE Tade-related contingencies 2,742,368 919,114 930,454 919,114
FfAE Other commitments with
an original maturity of:
—RE|EB R —4F - under 1 year or which
i AT B 5 are unconditionally
cancellable 15,102,129 5,307,690 4,875,051 5,307,690
—REEEE — 1 year and over
—F AL 8,027,091 8,066,276 7,874,060 8,066,276
REATE IR Forward forward deposits placed 247,339 87,069 - 87,069
27,860,576 16,676,011 15,327,523 16,676,011

(b) #T4TA

(b) Derivatives

NI HEREENTETARRBELR

122

The following is an analysis of the aggregate notional amounts

Z AT of each significant type of derivatives:
N3] Group
BE i @t
Trading Hedging Total
2004 2003 2004 2003 2004 2003
TEx FET TEx FET TER TEL
HK$'000 HK$000  HK$'000 HK$'000  HK$'000 HK$'000
Exal Exchange rate contracts
R Forwards 5,993,405 2,089,629 - - 5993405 2,089,629
158 Swaps 6218561 1,558,541 15798,173 27245234 22,016,734 28803775
B Options purchased 2,266,297 335,466 - - 2,266,297 335,466
& B Options written 2,272,254 335,466 - - 2272254 335,466
16,750,517 4,319,102 15,798,173 27245234 32,548,690 31,564,336
FIEEH Interest rate contracts
GESEr Interest rate swaps 259,223 - 34960900 16,424,687 35220,123 16,424,687
B Options purchased 3,000,515 513731 1,502,349 1559216 4,502,864 2,072,947
HEDE Options written 3,000,515 513731 1,352,349 788,160 4,352,864 1,301,891
6260253 1027462 37815598 18772,063 44,075851 19,799,525
Hit a4 Other contracts
BARZHE Equity options purchased 83,455 50,116 - - 83,455 50,116
HERFHIE Equity options written 83,455 50,116 - - 83,455 50,116
166,910 100,232 - - 166,910 100,232
23,177,680 5446796 53,613,771 46,017.297 76,791,451 51,464,093
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For the year ended 3 1st December 2004

39 EEEERIER @ 39 OFF-BALANCE SHEET EXPOSURES (continued)
(b) FTHEI A (b) Derivatives (continued)
KRIT Bank
BE i @t
Trading Hedging Total
2004 2003 2004 2003 2004 2003

TARL TAT TRT TAT TR TR
HK$'000 ~ HK$O00 ~ HK$'000  HK$000  HK$'000  HK$'000

ExaH Exchange rate contracts
=t Forwards 2928816 2,089,629 57,449 82,513 2,986,265 2,172,142
=8 Swaps 8,453,383 1,558,541 14,975,085 27245234 23,428,468 28,803,775
B Options purchased 1,509,684 335,466 = - 1,509,684 335,466
e e Options written 1,509,574 335466 - ~ 1509574 335466
_____________ 14,401,457 4319,102 15,032,534 27,327,747 29,433,991 31,646,849
FEEH Interest rate contracts
ki 5 Interest rate swaps - - 35120826 16424687 35,120,826 16,424,687
B Options purchased 3,000,515 513,731 1,502,349 1,559,216 4,502,864 2,072,947
HE Options written 3,000,515 513,731 1,352,349 788,160 4,352,864 1,301,891
__________________________ 6_,091,939 B 1,0_27f6_2 | 3_7,9_75_,5%4_ _18272,093_ _43L97_6'554 19,799,525
Efnah Other contracts
ENGRZ g Equity options purchased 83,455 50,116 - - 83,455 50,116
HERZHE Equity options written 83,455 50,116 - - 83,455 50,116
___________________________ 195,_91(_) e 190,_23_2 ] - I _16_6,310 100,232
20,569,397 5,446,796 53,008,058 46,099,810 73,577,455 51,546,606
BEABRIIBAROHEERAREER The replacement costs and credit risk weighted amounts of
fphniEsE - WK REEFHEEE L the off-balance sheet exposures do not take into account the
WEE - effects of bilateral netting arrangements.
AEE Group
IEEERREE
Credit risk BEHAK
weighted amount Replacement cost
2004 2003 2004 2003
THERT FHET FET FA&T
HK$'000 HK$'000 HK$'000 HK$'000
FARBER Contingent liabilities
EIE and commitments 5,159,075 4,441,136
PTET A : Derivatives:
—[BEE4 — Exchange rate contracts 92,370 76,905 85,360 60,765
—MEEH — Interest rate contracts 95,144 85,374 320,926 337,633
s ) — Other contracts - - 1,010 334
187,514 162,279 407,296 398,732
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39 EEEERMEAR @ 39 OFF-BALANCE SHEET EXPOSURES (continued)
(b) fTEITAR ®@m (b) Derivatives (continued)
AERAT Bank
InEEE R e
Credit risk BEHAK
weighted amount Replacement cost
2004 2003 2004 2003
THET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
FARBER Contingent liabilities
HIE and commitments 4,652,465 4,441,136
PTHETA : Derivatives:
—[BEE4 — Exchange rate contracts 80,174 77,318 80,349 60,765
—MEEH — Interest rate contracts 95,274 85,374 321,377 337,633
—EHa4 — Other contracts - - 1,010 334
175,448 162,692 402,736 398,732
WETEZANBERTIREER 2R The contract amounts of these instruments indicate the volume
FTRERHGURE @ WARRAERR 2 of transactions outstanding as at the balance sheet date; they
HE o do not represent the amounts at risk.
DNRE1E B [ BR BURE T AR 1R SR 17 2 A6 (91 B The credit risk weighted amounts are the amounts which have
REKBASREEREL 255 been calculated in accordance with the Third Schedule of the
H - AFRABEARTEREORI A2 Banking Ordinance and guidelines issued by the Hong Kong
AR & BB IE R T E o Monetary Authority. The amounts calculated are dependent

upon the status of the counterparty and the maturity
characteristics of each type of contract.

BEEXRAEFILABEEH (RTE Replacement cost is the cost of replacing all contracts which
AEBEEHERE) KA WRZHR have a positive value when marked to market (should the
BEEITEMR)  FEEBEDEMERNE counterparty default on its obligations) and is obtained by
ZIEHBEBEFE ZFBEREIZEEHN marking to market contracts with a positive value. Replacement
REEBZEERB 2B - cost is a close approximation of the credit risk for these contracts

at the balance sheet date.
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40 BEAREE 40 CAPITAL COMMITMENTS

RTZA=+t—BRREKREFIEHEEZ
ElEEEEARIERBOT ¢

Capital commitments for fixed assets outstanding as at 31st
December not provided for in the accounts were as follows:

REE R AT

Group and Bank
2004 2003
FET FHET
HK$'000 HK$'000
ERIAERBE 2L Expenditure contracted but not provided for 11,539 52,517
ERBERITRZ X Expenditure authorised but not contracted for 620 -
12,159 52,517

ROZENE+-_A=+0H ARTEES
BIPE N AR E T RIT MR ERERTE
RAR ([FREEE]D T WERZE -
RRBUEE S 2GR EH  PRIIERT
M EEEHERESHILERERFESER
ERIRTT ([ZERIRTT]) Z275% & 25%[% # -
MARTEREREREMESEINERR
TZEE R -

EWIRT A — RN P BITEMAL 2 5D
BERT  TEEPRERIINEIEARER
TR o MTH R » NIRTTHRUEEE R RTT
REARBRITEBRRR  TEEEZER
BIEEETFERIFERARBRITER -
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#7749,300,000/8 70) k& #£67,759,057 Kk 1K
BERMEEITTFHRREIFRT -

On 30th December 2004, the Bank entered into an Acquisition
Agreement with ICBC, its ultimate holding company and CITIC Ka
Wah Bank Limited (“CITIC Ka Wah"), pursuant to which ICBC and
CITIC Ka Wah have agreed to sell and transfer their 75% and 25%
equity interest in Chinese Mercantile Bank (“CMB") respectively and
the Bank has agreed to purchase and accept the transfer of the
entire 100% equity interest in CMB, subject to the terms and
conditions of the Acquisition Agreement.

CMB is a sino-foreign equity joint venture bank incorporated in the
PRC and is principally engaged in non-Renminbi banking business
in Shenzhen, the PRC. After Completion, the Bank intends to procure
CMB to apply for a Renminbi banking business licence and to
commence Renminbi banking business in Shenzhen, the PRC upon
receipt of, and in accordance with, such licence.

According to the Acquisition Agreement, the Consideration to be
paid to ICBC shall be an amount equal to 1.1 times of the audited
net asset value of CMB as at the Completion Date as determined by
reference to the Completion Accounts. CITIC Ka Wah will receive no
consideration for the transfer of its 25% equity interest in CMB as it
in effect held that interest on behalf of ICBC. The Consideration
payable to ICBC shall be satisfied in the following manner:

(i) at Completion, such number of Consideration Shares
determined by dividing (a) the Unaudited Consideration Value
by (b) the Consideration Shares Price, will be allotted and issued
by the Bank to ICBC; and

(i) following Completion and determination of the audited net
asset value of CMB as at Completion, to the extent that there
is any difference in value between the Unaudited Consideration
Value and the Actual Consideration Value, an amount in cash
(payable in US Dollars) representing the shortfall or excess to
such audited net asset value will be paid by the Bank or ICBC
(as the case may be) to the other within 30 days of the issuance
of the Completion Accounts.

On the basis of the unaudited net asset value of CMB as at 30
November 2004, the Unaudited Consideration Value would amount
to US$96.06 million (equivalent to approximately HK$749.30 million)
and a total of 67,759,057 Consideration Shares would be issued to
ICBC at Completion.
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

41 FEHEE 41 LEASE COMMITMENTS
RIZZEMOF+_A=+—H  KEEKRRK At 31st December 2004, the Group and the Bank had future
RATRB AT AL 2B AR RREZ A 2 aggregate minimum lease payment under non-cancellable operating
HEMLEFTMOT leases as follows:
REE AERAT
Group Bank
2004 2003 2004 2003
FHET FHET FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000
THRET Land and buildings
—THBE—F — Not later than one year 89,054 5,426 58,042 5,426
——FUERA — Later than one year and
FLAR not later than five years 172,340 4,253 166,693 4,253
—RFLAE — More than five years 140,820 - 140,820 -
402,214 9,679 365,555 9,679
42 BHTFTHABZER 42 LOANS TO OFFICERS
RIEBERAEHIE161BUB)IEZIRE » 17 Particulars of loans made to officers and disclosed pursuant to section
BABERZEREBOT 161B(4B) of the Hong Kong Companies Ordinance are as follows:
R+ A=+—B2REEHT FREEER
Balance outstanding at Maximum balance
31st December during the year
2004 2003 2004 2003
FHET FHET FET FHET
HK$'000 HK$'000 HK$'000 HK$'000
REERE R Aggregate amount outstanding
M E4EEE in respect of principal and interest 61,332 43,327 89,797 50,521

B TRRT (M) BPRA R Industrial and Commercial Bank of China (Asia) Limited
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

43 mEREREBRMTE 43 NOTES TO CONSOLIDATED CASH FLOW
STATEMENT
(a) FARMESB 2o (@) Analysis of changes in financing during the year
RA (B1EEE)
Share capital
BABR (including EHARE
Loan capital premiums)  Dividends paid
(Ff5£33)  (PIRE34135) (F7£35) st
(Note 33)  (Notes 34 & 35) (Note 35) Total
FET TET FET FET
HK$'000 HK$'000 HK$'000 HK$'000
RZEE=F—-A—-A At 1t January 2003 3,254,730 4,552,027 - 7,806,757
BAFYREHA/ Net cash inflow/(outflow)

(mit) % from financing activities 875,880 - (305,839) 570,041
EABRZ RIS HH Interest element on loan capital 60,036 - - 60,036
ERRE Dividends paid - - 305,839 305,839
EXEEoTE Effect of exchange differences (12,342) - - (12,342)
RZZT=F+-A=1+—H At 31st December 2003 and

R-ZZME-A—H Ist January 2004 4,178,304 4,552,027 - 8,730,331
BEEDRLTA/ Net cash inflow/(outflow)

(mit) 8 from financing activities 1,089,241 1378767 (394,664) 2,073,344
UM R DRI BATRD Shares issued for acquisition of a subsidiary - 881,864 - 881,864
BAERZFIE 5 R Interest element on loan capital 80,714 - - 80,714
BRE Dividends paid - - 394,664 394,664
EREELY Effect of exchange differences (30) - - (30)
RZZZMNF+=A=+—H At31st December 2004 5,348,229 6,812,658 - 12,160,887

Industrial and Commercial Bank of China (Asia) Limited B TrRT (M) BRAT
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

43 FmEBHERERHWTE @ 43 NOTES TO CONSOLIDATED CASH FLOW

STATEMENT (continued)

(b) WEHEL R (b) Purchase of a subsidiary

2004 2003
FET FHTT
HK$'000 HK$'000
RITE AR Z%E (F3F25)  Investment in a subsidiary (Note 25) 2,695,992 -
BEWiEEEFE Net assets acquired
ReRkEHES Cash and short-term funds 6,089,529 -
—Z+_ERRIEZ Placements with banks and other financial institutions
IRTTRE R H S R maturing between one and
BT twelve months 193,173 -
EmERE Trade bills 605,375 -
FRiS 17 5 Certificates of deposit held 388,919 -
BRI ES Held-to-maturity securities 2,404,747 -
BFEEX Advances to customers 14,058,546 -
FERTF B R B AL RRIE Accrued interest and other accounts 252,762 -
FEFHEEERBRES Non-trading securities 3,960 -
BERIEEE (M5r23) Deferred tax assets (Note 23) 17,565 -
A E (MiE2e) Intangible assets (Note 26) 22,040 -
Bl & E (f7E27) Fixed assets (Note 27) 29,705 -
IR1TRIZE R E fh  mHE Deposits and balances of banks and
ZER R AE other financial institutions (1,075,444) -
BRFER Deposits from customers (20,178,513) -
HiRIB N ERE Other accounts and provisions (401,042) -
2,411,322 -
BEEPI) Goodwill (Note 26) 284,670 -
2,695,992 -
SRAE Satisfied by:
Be Cash consideration paid 1,785,457 -
Bo g 1 (FiE34(a)) Allotment of shares (Note 34(a)) 188,634 -
A&7 & (B sE35) Share premium (Note 35) 693,230 -
WiEEEER Direct cost incurred for the acquisition 21,848 -
JERHEE R A Investment cost payable 6,823 -
2,695,992 -
W B AR 2 F R Analysis of net cash inflow in respect of
REAT - the purchase of a subsidiary:
ERERE Cash consideration paid (1,785,457) -
WiEEEER Direct cost incurred for the acquisition (21,848) -
BRI TR 2 R E At Cash and balances with banks and other
SRS 2 RS RS financial institutions acquired 1,163,336 -
EWERIIBE=EAR Certificates of deposit held with original
BB AT maturity within three months acquired 4,826,309 -
BHERIEBHE=EAR Deposits and balances of banks and other
FIER 2 SR1TRIZE R HoAty financial institutions with original maturity
B RUVEIE 2 FRURASER within three months acquired (338,439) -
IREEM B AR 2 F IR e A Net cash inflow in respect of the purchase of subsidiary 3,843,901 -
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Notes to the Accounts

HE_ZTTNF+_A=1+—RHILFE
For the year ended 3 1st December 2004

43 GEREREBXRMT @ 43 NOTES TO CONSOLIDATED CASH FLOW
STATEMENT (continued)
() BEeRkERBESEBHASRZOM (c) Analysis of the balances of cash and cash equivalents
2004 2003
FHET FHET
HK$'000 HK$'000
RITEZE R EAM S R Cash and balances with banks and
BLE ST other financial institutions 1,420,330 200,126
AN 5% M 5 B i A AF 50 Money at call and short notice 10,842,982 13,189,509
JREIEAE =18 A W35 Treasury bills with original maturity
ZEH within three months 19,997 -

JREIEAE =@ A ARIE 2 Placements with banks and other
FHERITRE R A EE financial institutions with original

HIBER maturity within three months 1,713,402 2,933,335
REEIR=EANEIEH 2 Deposits and balances of banks and

RITAZEREMES R other financial institutions with

MR R AR original maturity within three months (5,553,402)  (7,020,489)

8,443,309 9,302,481

44 BRRERADT 44 ULTIMATE HOLDING COMPANY
BERBEEEKR L BEMERTHPEIR The ultimate holding company is The Industrial and Commercial
AT ARRIT 2 RAAER DA © Bank of China, a state-owned enterprise established under the laws

of the People's Republic of China.

45 BB mE 2 HE 45 APPROVAL OF ACCOUNTS
APBRER ST RAF-A+LAKEFE The accounts were approved by the Board of Directors on 7th March
& - 2005.
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