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For the year ended 31st December, 2004
(Expressed in thousands of Hong Kong dollars)

1.

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

services.

PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

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

Basis of preparation of the accounts

With effect from 9th August, 2004, Chekiang First Bank Limited (“CFB") has been
merged with the Bank through The Wing Hang Bank Limited (Merger) Ordinance,
under which all the assets and liabilities situated in Hong Kong and the rights and
obligations of CFB as expressly governed by Hong Kong law have been transferred
to the Bank. By virtue of this Ordinance, the accounts of the Bank for the year
ended 31st December, 2004 were prepared as if the undertaking of CFB had vested
in the Bank on 1st January, 2004.

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of certain properties and the marking to market of
certain investment in securities and off-balance sheet financial instruments as
explained in the accounting policies set out below.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(c) Investments in subsidiaries and controlled enterprises

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

An investment in a controlled subsidiary is consolidated into the consolidated
accounts, unless it is acquired and held exclusively with a view to subsequent
disposal in the near future or operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the Group, in which case, it is
stated in the consolidated balance sheet at fair value with changes in fair value
recognised in the investment revaluation reserve as they arise. The results of
subsidiaries acquired during the year are included in the consolidated profit and
loss account from the date of their acquisition.

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

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

An associated company is an entity in which the Group or Bank has significant
influence, over its management, including participation in the financial and
operating policy decisions.

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

Unrealised profits and losses resulting from transactions between the Group and its
associated companies are eliminated to the extent of the Group's interest in the
associated company, except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately
in the profit and loss account.

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

Positive goodwill arising on consolidation represents the excess of the cost of the
acquisition over the Group's share of the fair value of the identifiable assets and
liabilities acquired. Positive goodwill is amortised to the consolidated profit and
loss account on a straight-line basis over not more than 20 years. In respect of
controlled subsidiaries, positive goodwill is stated in the consolidated balance sheet
at cost less any accumulated amortisation and any impairment losses (note 2(0)).
In respect of acquisition of associated companies, the cost of positive goodwill less
any accumulated amortisation and any impairment losses (note 2(0)) is included in
the carrying amount of the investments in associated companies.

On disposal of a controlled subsidiary or an associated company during the year,
any attributable amount of purchased goodwill not previously amortised through
the consolidated profit and loss account is included in the calculation of the profit
or loss on disposal.

(f) Advances and doubtful debts

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

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

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

(iv) Repossessed assets continue to be treated as securities for loans and advances.
Provision has been made on the shortfall between the carrying amount of the
loans and advances and the expected net sales proceeds from realisation of
the repossessed assets.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(9)

(h)

Interest and fees

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

Dividend income from unlisted investments is recognised when the shareholder's
right to receive payment is established. Dividend income from listed investments is
recognised when the share price of the investment goes ex-dividend.

Income tax

Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and liabilities
are recognised in the profit and loss account except to the extent that they relate
to items recognised directly in reserves, in which case they are recognised in

reserves.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences between the carrying amounts of assets and liabilities for financial
reporting purpose and their tax bases respectively. Deferred tax assets also arise
from unused tax losses and unused tax credits.

Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available, against which deductible temporary differences can be
utilised.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED}
(h) Income tax (continued)

0]

0

Deferred tax is calculated at the tax rates that are expected to apply in the year
when the liability is settled or the asset is realised. Deferred tax assets and liabilities
are not discounted. The carrying amount of deferred tax assets/liabilities is reviewed
at each balance sheet date and is reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow the related tax
benefit to be utilised.

Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the Bank or the Group has the legally enforceable right to
set off current tax assets against current tax liabilities. The principle of offsetting
usually applies to income tax levied by the same tax authority on the same taxable
entity.

Translation of foreign currencies

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

The accounts of overseas branches and subsidiaries are translated into Hong Kong
dollars at the average exchange rates for the year; balance sheet items are translated
into Hong Kong dollars at the rates of exchanges ruling at the balance sheet date.
The resulting exchange differences are dealt with as movements in reserves.

Tangible fixed assets and depreciation

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

(i)  Equipment, comprising furniture, plant and other equipment, is stated at cost
less depreciation calculated on a straight-line basis to write off the assets
over their estimated useful lives, which are generally between 3 to 10 years.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(i) Tangible fixed assets and depreciation (continued)

(iif)

(iv)

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

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

(k) Investments in securities

(i)

(i)

(iif)

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

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

Trading securities are stated in the balance sheet at fair value. Changes in fair
value are recognised in the profit and loss account as they arise.

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

(k)

U}

(m)

Investments in securities (continued)

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

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

Finance and operating leases

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

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

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

Derivatives carried in dealing portfolios are marked-to-market, and gains and
losses are included in dealing profits or losses.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED}
(m) Off-balance sheet financial instruments (continued)

(n)

Derivatives used in balance sheet management to hedge open positions for specific
assets or liabilities, are accounted for on an accruals basis, consistent with the
underlying cash assets and liabilities held in these portfolios.

To qualify as a hedge, a derivative must be effective in reducing the price or
interest rate risk of the asset or liability to which it is linked and be designated as a
hedge at the inception of the derivative contract.

Interest rate swap transactions undertaken as part of the management of asset
and liability portfolios are separately identified and interest income or expense
arising therefrom is netted off against the related interest income or expense on
the on-balance sheet items which these transactions are hedging.

Any gain or loss on termination of hedging derivatives is deferred and amortised to
the profit and loss account over the original life of the terminated contract. Where
the underlying asset, liability or position is sold or terminated, the hedging derivative
is immediately marked to market through the profit and loss account.

Provisions and contingent liabilities

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

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

(o)

(o)

Impairment of assets

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

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

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

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

Related parties

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

r

(s)

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

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

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

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

Cash equivalents

Cash and cash equivalents comprise cash and balances with banks and other
financial institutions, and short-term, highly liquid inter-bank placements and
investments that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition. Balances of banks and other financial institutions
that are repayable on demand and form an integral part of the Group's cash
management are also included as a component of cash and cash equivalents for
the purpose of the cash flow statement.

Employee benefits

() Salaries, annual bonuses, paid annual leave and the cost to the Group of non-
monetary benefits are accrued in the year in which the associated services are
rendered by employees of the Group.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(s)

t

3. (a)

(b)

Employee benefits (continued)

(i) Contributions to Mandatory Provident Funds as required under the Hong Kong
Mandatory Provident Funds Scheme Ordinance are recognised as an expense
in the profit and loss account when incurred.

(i) When the Group grants employees options to acquire shares of the Bank, the
considerations received are recognised as "Other accounts and provisions" at
the date of grant. When the options are exercised, shareholders' fund is
increased by the amount of the proceeds and consideration received.

Subordinated notes issued
Subordinated notes issued are included in the balance sheet at the value of the net
proceeds received upon issue.

Interest on subordinated notes issued is charged to profit and loss account at the
coupon rate adjusted for the amortisation of any premium or discount arising on
issue so as to achieve a constant rate of charge over the period from the date of
issue to the date of redemption.

When notes issued are repurchased or settled before maturity, any difference
between the amount repaid and the carrying amount is recognised immediately in
the profit and loss account.

Accounting policy on new Employee Incentive Plan ("EIP")

The Group has granted awards to certain employees to acquire shares of the Bank
under a new EIP. The fair value of the awards is measured at the grant date and is
charged to the profit and loss account and credited to shareholders' funds between
the grant date and the vesting date. The cash amount equal to the dividend that
would have been paid during the period up to vesting will be charged to the profit
and loss account as bonus expenses on an accrual basis.

Recently issued accounting standards

The Hong Kong Institute of Certified Public Accountants 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 periods
beginning on or after 1st January 2005.



3.

4.

) EMEHHEHEH M)
AEBEARBE-BENG
+- A=+ AL FERITR
MES (HERHBRE R
Al -

AEECRAAFAEGIEEN
BREEFAERNTE -
BELEBERERPZLE G
BAMBHREER)HAKE
MEGRMBRRAREERY
-,

EXEW
(&) FIBKA

&S EHRA
FEMEZAOMEBA
HEaA WA

() RUEXKA

REERFEE
ERRERREE
EREREREE
EHESRBE
RBREBHES WA
REEERBGE
HtRBERAERA
OR) : RBERAEXH

3. (b) Recently issued accounting standards (continued)

The Group has not early adopted these new HKFRSs in the financial statements 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.

4. OPERATING PROFIT

(a)

(b)

Interest income

Interest income on listed investments
Interest income on unlisted investments
Other interest income

Other operating income

Fees and commissions
Credit commission and fees
Credit card related fees
Trade related fees
Insurance commission
Stockbroking fees
Other fees and commission income
(Less): fees and commission paid

Gains arising from dealing in foreign currencies
Profits/(losses) on securities and other dealing

activities

Dividend income from unlisted investments
Dividend income from listed investments

Others

2004 2003
79,680 58,950
484,199 283,762
2,313,127 1,963,680
2,877,006 2,306,392
2004 2003
89,649 65,062
63,416 56,479
92,374 62,261
52,723 37414
70,623 52,178
152,652 105,532
(37.341) (27,700)
484,096 351,226
114,341 85,831
6,695 (3,552)
4,124 2,798
6,373 544
24,441 16,646
640,070 453,493
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4. OPERATING PROFIT (CONTINUED)

()

()

5 (@)

(b)

Operating expenses
2004 2003
Staff costs
Salaries and other staff costs 563,934 416,538
Retirement benefit costs (Note 35) 35,203 32,625
EIP Cost 2,248 -
601,385 449,163
Premises and equipment expenses, excluding
depreciation 102,841 68,435
Depreciation (Note 21) 108,058 67,420
Auditors’ remuneration 2,500 2,451
Amortisation of goodwill (Note 22) 44,997 12,661
Others 168,326 112,031
1,028,107 712,161
Interest expense

The amount included interest expenses on loan capital of HK$134,514,000 (2003:
HK$39,907,000).

Gains on revaluation of investment properties and disposal of tangible fixed
assets

The amount included an unrealised gain on revaluation of investment properties of
HK$57,040,000 (unrealised loss in 2003: HK$4,024,000).

Profits on disposal of held-to-maturity and non-trading securities
2004 2003
Profit on disposal of held-to-maturity securities 201 5,860
Profit on transfer of held-to-maturity securities - 17,822
Profit on disposal of non-trading securities 6,307 10,358
6,508 34,040
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6. TAXATION
(a) Taxation in the consolidated profit and loss account represents:

2004 2003
Current tax - Provision for Hong Kong profits tax
Tax for the year 194,659 141,237
Overprovision in respect of prior year (9,703) (8,432)
184,956 132,805
Current tax — Overseas
Tax for the year 50,315 32,746
(Over)/under-provision in respect of
prior year (222) 149
50,093 32,895
Deferred taxation
Origination and reversal of temporary
differences 6,828 (4912)
Effect of increase in tax rate on deferred
tax balances at 1st January - (2,753)
6,828 (7,665)
Share of associate's taxation
Current tax 1,182 363
Deferred taxation (498) (10,795)
684 (10,432)
242,561 147,603

The provision for Hong Kong profits tax is calculated at 17.5% (2003: 17.5%) of the
estimated assessable profits for the year ended 31st December 2004. Overseas taxation
is provided at the appropriate current rates of taxation ruling in the countries in which
the relevant units of the Group operate.
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6. TAXATION (CONTINUED)
(b) Reconciliation between tax expenses and accounting profit at applicable

()

tax rates:

Profit before tax

Notional tax on profit
before tax, calculated
at the rates applicable
to profits in the
countries concerned

Tax effect of non-deductible
expenses

Tax effect of non-taxable
revenue

Tax effect of unused
tax losses not recognised

Effect on opening deferred
tax balances resulting
from an increase in tax
rate during the year

Over-provision in prior years

Included in "Advances to
customers and other
accounts less provisions”:
Current tax recoverable
Deferred tax assets

Included in "Other accounts
and provisions:
Current tax payable
(Note 24)
Deferred tax liabilities
(Note 24)

2004 2003
% %
1,412,174 100 1,012,251 100
245,979 17.42 231,505 22.86
49,614 3.52 7,299 0.72
(44,705) (3.17) (80,165) (7.92)
1,599 0.1 - -
- - (2,753) (0.27)
(9,926) (0.70) (8,283) (0.81)
242,561 17.18 147,603 14.58
Tax recoverable and provision in the balance sheets are as follows:
XFRITEHE KFRIT
The Group The Bank
2004 2003 2004 2003
5381 11,604 - -
27,950 17,868 9,324 3,202
33,331 29,472 9,324 3,202
63,381 70,442 20,206 27,552
55,884 49,024 49,508 36,959
119,265 119,466 69,714 64,511

All current tax recoverable and payable are expected to be settled within 1 year.



6. WIE (&) 6. TAXATION (CONTINUED)

() ERMBZEERESERARE (d) Deferred tax assets and liabilities recognised
RIEAEERABRAER ZE The components of deferred tax (assets)/liabilities recognised in the consolidated
TR IE (B E) / BEZ ERKE balance sheet and the movements during the year are as follows:
MRENESHMT
XFRITE
The Group 2004
Bt RER
BAEENE BEEE —REE
NRELRE &S General
Depreciation  Ef5%% Revaluation  provision
allowances in Revaluation of for bad and
excess of related of non-trading ~ doubthul HHEE aif
depreciation  properties  securities debts  Tax losses Total
RZETMNE-—A—B&E# At 1st January, 2004 18777 87465 2742 (74698)  (3130) 31,156
RABEEAMG (IR Charged| credited) to consolidated
profit and loss account 10,167 - - (3829) 490 6,828
FENGRR) ik (Creditea)/charged to reserves - (11,055) 1,005 - - (10050)
RZEZMFE+_A=1+—H&# At 315t December, 2004 B84 76410 3747 (18527)  (2640) 27934
KFRIT
The Bank 2004
BBEBNE EfLE RER
MTESHE BEEE  —HREE
Depreciation RiEEH General
alowances in -~ EfEME  Revaluation provision
excess of related  Revaluation of non-trading  for bad and BE
depreciation  of properties securities doubtful debts Total
RZZENE—A—RB&H At 1st January, 2004 19,571 52,083 1,890 (39,787) 33,757
LT — & £ 0 48 n Addition through merger with CFB 838 20356 - (20883) 3N
IRA BE R AN Charged to consolidated
profit and loss account 3,623 - - 367 3,990
{8 1 M M BR Charged to reserves - 582 1544 - 2126
R-ZZZENFE+-_A=+—H&H At 315t December, 2004 24,032 73,021 343 (60303) 40184
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6. TAXATION (CONTINUED)

(d) Deferred tax assets and liabilities recognised (continued)

XFRTEE
The Group 2003
EfiE  RER
BREENE BEEE -RER
NIELHE Fit&Es  General
Depreciation ~ Ef5#% Revaluation  provision
allowances in - Revaluation of forbad and
excess of related of non-trading  doubtful EHEE CH
depreciation  properties  securities debts  Tax losses Total
At 1st January, 2003
- as previously reported - - - - - -
- prior period adjustments N4 47927 - [4139)  (3178) 18562
- as restated 21,1482 47921 - (47.329) (3178) 18562
Through acquisition of subsidiaries (1250) 35343 - (07m) - 13322
(Credited)/charged to consolidated
profit and loss account (1.115) - - (6,598) 48 (7.665)
Charged to reserves - 4195 2742 - - 6937
At 31st December, 2003 18777 87465 2742 (74698)  (3130) 31156
KF]RT
The Bank 2003
BAEHNE Bt RER
NITE2 TR BEEE —REE
Depreciation RS General
alowancesin ~ EfEME  Revaluation  provision
excess of related  Revaluation of non-trading for bad and B3t
depreciation  of properties securities doubtful debts Total
At 1st January, 2003
- s previously reported - - - - -
- prior period adjustments 18,760 47909 - (37,673) 28,996
- as restated 18,760 47909 - (37673) 28996
(Credited)/charged to consolidated
profit and loss account 811 - - 214) (1,303)
Charged to reserves - 4174 1,890 - 6,064
At 31st December, 2003 19,571 52,083 1,890 (39,787) 33,757
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7. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS

The profit attributable to the shareholders includes an amount of HK$973,404,000
(2003: HK$866,964,000) which has been dealt with in the accounts of the Bank.

8. DIVIDENDS
(a) Dividends attributable to the year

Interim dividend declared and paid of
HK$0.53 (2003: HK$0.37) per share
on 293,910,500 (2003: 293,690,500)
shares

Underprovision of final and special
dividends in respect of the previous year
Final dividend proposed after the
balance sheet date of HK$1.43
(2003: HK$1.08) per share on
293,910,500 (2003: 293,780,500) shares

2004 2003
155,773 108,665
140 148
420,292 317,283
576,205 426,096

The final dividend proposed after the balance sheet date has not been recognised

as a liability at the balance sheet date.

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

year

Final dividend in respect of the previous year,
approved and paid during the year, of HK$1.08
(2003: HK$0.79) per share on 293,910,500
(2003: 293,560,500) shares

Special dividend in respect of the previous year,
approved and paid during the year, of HK$Nil
(2003: HK$0.66) per share on 293,910,500
(2003: 293,560,500) shares

2004 2003
317,423 231913

- 193,750
317,423 425,663
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DIRECTORS' EMOLUMENTS
Directors’ emoluments disclosed pursuant to section 161 of the Hong Kong Companies
Ordinance are as follows:

2004 2003

Executives' fees 609 582
Non-executives' fees 1,283 700
Salaries and other emoluments 11,641 10,202
Pension contributions 1,077 975
Performance bonuses 15,700 6,700
30,310 19,159

In addition to the above remunerations, Executive Directors were granted share options
and awards under the Bank's Share Option Scheme and Employee Incentive Plan. The
details of these benefits in kind are disclosed under “Share Option Scheme" and
"Employee Incentive Plan" in the Report of the Directors.

The emoluments of the directors are within the following bands:

2004 2003

BEEAY BEEAH

Number of Number of

Directors Directors

HK$ 0 - HK$1,000,000 9 7
HK$2,000,001 - HK$2,500,000 - 1
HK$2,500,001 - HK$3,000,000 1 -
HK$3,500,001 - HK$4,000,000 - 1
HK$4,000,001 - HK$4,500,000 - 1
HK$6,500,001 - HK$7,000,000 2 -
HK$8,000,001 - HK$8,500,000 - 1
HK$13,000,001 - HK$13,500,000 1 -
13 1
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10. EXECUTIVES' EMOLUMENTS

11.

The five highest paid individuals included three (2003: three) directors, details of whose
emoluments are set out in Note 9 above. The emoluments of the remaining two
individuals (2003: two) are as follows:

2004 2003
Salaries and other emoluments 2,868 2,768
Pension contributions 338 330
Performance bonuses 3,660 1,450
6,866 4,548

The emoluments of the executive are within the following band:
2004 2003
TBAE THAE
N ANE
Number of Number of
Executives Executives
HK$ 2,000,001 - HK$ 2,500,000 - 2
HK$ 2,500,001 - HK$ 3,000,000 1 -
HK$ 4,000,001 - HK$ 4,500,000 1 -
2 2

EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit attributable to the
shareholders of HK$1,168,021,000 (2003: HK$863,876,000) and on the weighted average
number of 293,897,112 (2003: 293,606,538) ordinary shares in issue during the year.

The calculation of diluted earnings per share is based on profit attributable to the
shareholders of HK$1,168,021,000 (2003: HK$863,876,000) and on the weighted average
number of 294,567,557 (2003: 293,772,317) ordinary shares in issue during the year
after adjustment for the effects of all dilutive potential ordinary shares of 670,445
(2003: 165,779).
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11. EARNINGS PER SHARE (CONTINUED)

2004 2003
SHER—T SRE%—T
ZBRMEE ZBRHEE
Number of Number of

shares of shares of
HK$1 each HK$1 each

Weighted average number of ordinary shares

used in calculating basic earnings per share 293,897,112 293,606,538
Deemed exercise of Share Option Scheme 347,069 165,779
Deemed exercise of EIP 323,376 -

Weighted average number of ordinary shares
used in calculating diluted earnings per share 294,567,557 293,772,317

12.CASH AND SHORT-TERM FUNDS

KEFRITEE KFRT
The Group The Bank
2004 2003 2004 2003
Cash and balances with banks
and other financial institutions 1,394,069 1,042,276 1,106,702 554,149
Money at call and short notice 18,548,891 16,271,062 18,481,417 16,041,091
Treasury bills (Note 26) 586,358 1,089,467 402,416 399,999

20,529,318 18,402,805 19,990,535 16,995,239

All treasury bills are held-to-maturity, issued by central governments and central banks
and are unlisted.
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13.TRADE BILLS LESS PROVISIONS

XZRITEHE KFHRIT
The Group The Bank
2004 2003 2004 2003
Trade bills 552,613 598,051 388,671 287,158
Specific provisions for bad and
doubtful debts (Note 17) (54) (177) (54) (177)
General provisions for bad and
doubtful debts (Note 17) (1,435) (1,979) (1,374) (1,19)
551,124 595,895 387,243 285,862
14. CERTIFICATES OF DEPOSIT HELD
All the certificates of deposit held are held-to-maturity and are unlisted.
15.TRADING SECURITIES
XFRITEE KFRIT
The Group The Bank
2004 2003 2004 2003
Debt securities (Note 26)
Listed in Hong Kong 153 - 153 -
Unlisted - 536,536 - 536,536
153 536,536 153 536,536
Equity securities listed
in Hong Kong 11914 9,528 - -
12,067 546,064 153 536,536
Trading securities analysed by counterparty are as follows:
XTEITEME KFRI
The Group The Bank
2004 2003 2004 2003
Issued by:
Central government and
central banks 50 536,536 50 536,536
Banks and other financial
institutions 5364 2,980 - -
Corporate entities 6,550 6,548 - -
Public sector 103 - 103 -
12,067 546,064 153 536,536
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16. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS PROVISIONS
(a) Advances to customers and other accounts

16. ERZERRAMIBAC & k&R
a) EFZRHRAMER

KEFRITEE KT H|AT
The Group The Bank
2004 2003 2004 2003
EFPER (ME26) Advances to customers
(Note 26) 49,189,126 46,611,685 39,437,861 25,700,453
RITAENEMEREBEZER Advances to banks and
(Bt 5 26) other financial institutions
(Note 26) 110,865 142,371 110,865 142,371
ok (P 3E17) Specific provisions for bad
and doubtful debts
(Note 17) (127,731) (276,682) (83,611) (145,208)
— R ERE (FsE17) General provisions for bad
and doubtful debts
(Note 17) (494,779) (465,940) (347,786) (218,342)
FERT 8 R HAMARIE Accrued interest and
other accounts 1,067,858 1,096,993 679,163 512,005
49,745,339 47,108,427 39,796,492 25,991,279

b) FETHEK
ENBRBAETRNERE
FUERHFNEZER  ERE
LA B R AR B E T

(b)

Non-performing loans

The advances net of suspended interest, on which interest is being placed in

suspense or on which interest accrual has ceased, the amount of suspended interest

and specific provisions made after taking into account the value of collateral in

M BRERSENAT respect of such advances are as follows:

XFRITE

The Group

2004 2003
BEFTEBITER Gross non-performing advances to customers 824,995 1,387,664
EEPERBELEAL Gross non-performing advances as a percentage

of total advances to customers 1.68% 2.98%

FEEfmes Amount of collateral held 671,350 1,071,767
KRB Specific provisions 125,732 273,930
HEAE Suspended interest 465,552 538,908

RZEE=F+-A=1+—H
RZEEWF+_A=+—
A AEEETRIAERE
MEREE 2 RIED  TEF
BEANELENRDE 257
BZER -

There were no advances to banks and other financial institutions on which interest

is being placed in suspense or on which interest accrual has ceased on 31st
December, 2004 and 31st December, 2003.



16. BERZERRAMBEHE # R 16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS PROVISIONS

(#) (CONTINUED)

() EFERAEEHEHEE : (c) Included in advances to customers are net investments in finance leases:
EEREHERKAXERS The total minimum lease payments receivable under finance leases and their present
NReERERENT values are as follows:

KEHTE
The Group
2004 2008
5EHAE AEAX 5EHE AEAX
MRE fshA REHE MFBRE fshA =REHE
Present  Interest {F31#%  Present Interest IF2E
value of the ~ income Total value of the  income Total
minimum ~ relating  minimum  minimum ~ relating ~ minimum
lease to future lease lease to future lease
payments  periods  payments  payments  periods  payments
JE L BR X Amount receivable:
—FUR Within 1 year 1506382 160574 1666956 1237864 140,662 1378526
—FUEERFR After 1 year but within 5 years 1767630 141653 1909283 1319077 124181 1443258
FFENRE Ater 5 years 239480 56966 296446 366504 54233 420737
3513492 359,193 3872685 2923445 319076 3242521
RERER Provisions for bad and doubtful debts (2:366) (2022)
BEHEMNFRER Net investment in finance leases 3,511,126 2921423
RZEE=F+_-_F=+—H The Bank had no finance lease receivable as at 31st December, 2004 and 31st
R-_ZETEMEF+-_A=1+— December, 2003.
H
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17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS

XFRITE
The Group 2004
YN
KR — B Suspended
Specific General Total Interest
At 1st January 276,859 467,919 744,778 538,908
New provisions 51,085 31,864 82,949 -
Releases (24,850) (3,665) (28,515) -
Net charge to profit and loss
account 26,235 28,199 54,434 -
Recoveries of advances written
off in previous years 85,556 - 85,556 (21.177)
Interest suspended during the year - - - 137,494
Amounts written off (260,865) 94 (260,771) (189,225)
Exchange adjustment - 2 2 -
At 31st December 127,785 496,214 623,999 466,000
Representing:
Trade bills (Note 13) 54 1,435 1489 449
Advances to customers
(Note 16(a)) 127,731 494,779 622,510 465,551
127,785 496,214 623,999 466,000
KFIRIT
The Bank 2004
N
Bk - A&t Suspended
Specific General Total Interest
At 1st January 145,385 219,461 364,846 455,786
Addition through merger with CFB 80,645 122,000 202,645 1,526
New provisions 35,039 11,265 46,304 -
Releases (17,804) (3,575) (21,379) -
Net charge to profit and loss
account 17,235 7,690 24,925 -
Recoveries of advances written
off in previous years 80,298 - 80,298 (19,967)
Interest suspended during the year - - - 127,903
Amounts written off (239,898) - (239,898) (176,555)
Exchange adjustment - 9 9 -
At 31st December 83,665 349,160 432,825 388,693
Representing:
Trade bills (Note 13) 54 1,374 1428 449
Advances to customers
(Note 16(a)) 83,611 347,786 431,397 388,244
83,665 349,160 432,825 388,693
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At 1st January

Addition through acquisition
of the subsidiaries

New provisions

Releases

17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)

Net charge to profit and loss
account
Recoveries of advances written
off in previous years
Interest suspended during the year
Amounts written off
Exchange adjustments

At 31st December

Representing:

Trade bills (Note 13)

Advances to customers
(Note 16(a))

At 1st January
New provisions
Releases

Net charge to profit and loss
account
Recoveries of advances written
off in previous years
Interest suspended during the year
Amounts written off

At 31st December

Representing:

Trade bills (Note 13)

Advances to customers
(Note 16(a))

XFRITEHE
The Group 2003

N

KR — i B Suspended
Specific General Total Interest
277,939 351,065 629,004 476,156
128,501 121,457 249,958 2,036
350,998 14,559 365,557 -
(21,104) (19,166) (40,270) -
329,894 (4,607) 325,287 -
37,675 - 37,675 (17,031)
- - - 149,856
(497,150) - (497,150) (72,109)
- 4 4 -
276,859 467,919 744,778 538,908
177 1,979 2,156 -
276,682 465,940 742,622 538,908
276,859 467,919 744,778 538,908

KFHRIT
The Bank 2003

YN

KR — i B Suspended
Specific General Total Interest
230,980 237,606 468,586 398,424
285,451 - 285,451 -
(12,175) (18,145) (30,320) -
273,276 (18,145) 255,131 -
33,014 - 33,014 (8,003)
- - - 130,214
(391,885) - (391,885) (64,849)
145,385 219,461 364,846 455,786
177 1,19 1,296 -
145,208 218,342 363,550 455,786
145,385 219,461 364,846 455,786
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18. HELD-TO-MATURITY AND NON-TRADING SECURITIES

Held-to-maturity securities (Note 26):

Held-to-maturity debt securities

Listed
- in Hong Kong
- outside Hong Kong

Unlisted

Less: specific provision on
unlisted debt
securities

Non-trading securities (Note 26):

Non-trading debt securities
Listed (at market value)
- in Hong Kong
- outside Hong Kong

Unlisted

Non-trading equity securities
Listed in Hong Kong (at
market value)
Unlisted

XFRITEE KFRIT

The Group The Bank
2004 2003 2004 2003
87,766 128,641 87,766 128,641
677,995 823,487 677,995 666,811
765,761 952,128 765,761 795452
18,102,157 15,136,908 17,616,773 10,899,259
18,867,918 16,089,036 18,382,534 11,694,711
- (22,500) - -
18,867,918 16,066,536 18,382,534 11,694,711
29,196 9,495 - -
858,144 990,572 802,692 934,885
352,783 401,935 331,853 336,074
1,240,123 1,402,002 1,134,545 1,270,959
93,463 11,116 93,213 10,760
187,236 102,610 179,550 67,315
280,699 113,726 272,763 78,075
1,520,822 1,515,728 1,407,308 1,349,034
20,388,740 17,582,264 19,789,842 13,043,745
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18. HELD-TO-MATURITY AND NON-TRADING SECURITIES (CONTINUED)

AFRITEE KFIRIT
The Group The Bank
2004 2003 2004 2003
Market value of listed
held-to-maturity debt
securities 779,768 982,845 779,768 826,323

In 2003, held-to-maturity securities with an amortised cost of HK$236,999,000 were
transferred to non-trading securities at a profit HK$17,822,000 being recognised in the
profit and loss account at the date of transfer in accordance with SSAP 24 “Accounting
for Investment in Securities". There were no such transfers in 2004.

Except the above reclassification, held-to-maturity securities with an amortised cost of
HK$67,503,000 (2003: HK$263,819,000) were disposed of at a profit HK$84,000 (2003:
HK$5,860,000) being recognised in the profit and loss account. Management, approved
by the Asset and Liability Management Committee, sold these held-to-maturity securities
to modify the maturity and risk profile of the investment portfolios.

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

AFRITEE KFIRIT
The Group The Bank
2004 2003 2004 2003
Issued by:
Central governments and
central banks 1774 - 1774 -
Banks and other financial
institutions 14,376,694 12,001,476 13,961,664 8,184,252
Corporate entities 5,091,009 4,054,895 4,934,253 3/477,587
Public sector 913,263 1,525,893 886,151 1,381,906

20,388,740 17,582,264 19,789,842 13,043,745

Held-to-maturity treasury bills and certificates of deposit are disclosed separately in the
balance sheets, note 12 and note 14 to the accounts.
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19. HELXR®RE 19.INVESTMENTS IN SUBSIDIARIES

80

2004 2003
FLEmARKRG (RE) Unlisted shares, at cost 633,416 4,063,410
FEMRBARRIMT - The following list contains only the particulars of principal subsidiaries:
A kg CERTEAREE RAED ABEE
NGIE Place of incorporation Nominal value of Percentage Principal
Name of company and operation issued ordinary shares held activities
HMIE—BRAA
(AIAIE-—RITERAA) BE NEE)
Chekiang First Limited Hong Kong HK$500 100% Dormant
(Formerly Chekiang First Bank Limited)
BFKFRITAERDA B BITEH
Banco Weng Hang, S.A. Macau MOP120,000,000 100% Banking
XZHRT(RE)ARAA FEHE RITER
Wing Hang Bank (Cayman) Limited Cayman Islands US$15,000,000 100% Banking
XZHBERRDA BB BEXERREBER
Wing Hang Finance Company Limited Hong Kong HK$80,000,000 100% Deposit Taking and
Hire Purchase
XFHRUERBRER QA £ RBREB
Wing Hang Zurich Insurance Company Limited Hong Kong HK$45,000,000 65% Insurance
EiE BB REE
Cyber Wing Hang Limited Hong Kong HK$30,000,000 100% Information Technology
Investment
XFERBBERRIA BB MAER
Wing Hang Credit Limited Hong Kong HK$20,000,000 100% Consumer Lending
XFEFERRA it EREE
Wing Hang Shares Brokerage Company Limited Hong Kong HK$10,000,000 100% Securities Dealing
XFHRITEFTERAA £ (BBt
Wing Hang Bank (Trustee) Limited Hong Kong HK$3,000,000 100% Trustee Services
KERBERMERAA it R b B
Wing Hang Insurance Brokers Limited Hong Kong HK$100,000 100% Insurance Broker
XFREREBERRA BB RRAE
Wing Hang Insurance Agency Limited Hong Kong HK$50,000 100% Insurance Agency



19. REARKRRA (W)

NCE

Name of company

KFHRIT(KBA)BRAA
Wing Hang Bank (Nominees) Limited

EMEREERADA
Cheuk Woo Enterprises Company Limited

Wing Hang Financial Holdings (BVI) Limited

H— 8N ERD A

C. F. Overseas, Inc.

M—EERAA
Honfirst Land Limited

H—HBERLDA
C. F. Finance Company Limited

HEREERAA

Honfirst Investment Limited

MIE-—EHFERADA
Chekiang First Securities Company Limited

HENERBERAA
Honfirst Property Agency Limited

WIE—ET (EF) ERAA
Chekiang First Bank (Trustee) Limited

WMIE—RIT(REA)BERAF
Chekiang First Bank (Nominees) Limited

19.INVESTMENTS IN SUBSIDIARIES (CONTINUED)

GRSk
Place of incorporation
and operation

BB

Hong Kong
BB

Hong Kong
REBRUEE

British Virgin Islands

B R E M
Delaware, USA.

BB
Hong Kong

BB
Hong Kong

BB
Hong Kong

BB
Hong Kong

BB
Hong Kong

BB
Hong Kong

BB
Hong Kong

BRTEAREE
Nominal value of
issued ordinary shares

HK$10,000

HK$10,000

US$10

US$4,500,000

HK$27,000,000

HK$25,000,000

HK$13,000,000

HK$6,000,000

HK$5,000,000

HK$3,000,000

HK$10,000

RAED
Percentage
held

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

¥BEE
Principal
activities

RERH

Nominee Services

NERE

Property Investment

BREERETA
Issuer of
Subordinated Notes

NERE

Property Investment

MERE

Property Investment

& B R

Financial Services

HEXH
Futures Trading

EHHER

Securities Dealing

MERE
Property Agency

S5 R

Trustee Services

RERH

Nominee Services
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20. BIEAFRE

82

FEmi (RE)
BIEFEE

ETHERT

ETHERRZFALEER %
BRER-_ZENFEE -

20.INVESTMENTS IN ASSOCIATED COMPANIES

KEFRITEE KFRT

The Group The Bank
2004 2003 2004 2003
Unlisted shares, at cost - - 112,000 55,000
Share of net assets 73,706 73,384 - -
Loans to associated companies 62,000 70,130 62,000 31,000
135,706 143,514 174,000 86,000

Loans to associated companies are unsecured, interest-free and repayable in 2008.

The following list contains the particulars of associated companies:

A kg CERTEAREE RAED £BEE

NGIE Place of incorporation Nominal value of Percentage REE Principal
Name of company and operation issued ordinary shares held Voting power activities
BRERERAQA &g Ttz = RREMNE SR
Bank Consortium Holding Limited Hong Kong HK$150,000,000 27% 2 out of 7* Provision of Services
for Retirement

Schemes

BEEABRBRERAA B =nz— R EH
Hong Kong Life Insurance Limited Hong Kong HK$210,000,000 33% 1 out of 3* Insurance
BMBEERLA BB Az~ EBPEEHRER
Joint Electronic Teller Services Limited Hong Kong HK$10,023,800 20% (a) 1 out of 5* ATM Network

© AEEREERELZREHA -
f -
() ALEREBETERLAWEF

BEDREREBFUE L FAT
KRR EEE -

*  Representing the number of votes on the board of directors attributable to the Group.
Notes:

(a)  The Group's share of net asset in Joint Electronic Teller Services Limited is based on the Group's
share of dividend received from this associated company during this year.
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21.TANGIBLE FIXED ASSETS

Cost or valuation
At 1st January, 2004
Additions
Disposals
Transfers
Exchange adjustment
Surplus on revaluation

At 31st December, 2004

The analysis of cost or valuation of the above assets is as follows:

At cost

At valuation
2004
1990
1989
1984

Accumulated depreciation
At 1st January, 2004
Charge for the year

(Note 4(c)
Written back on disposals
Exchange adjustment

At 31st December, 2004

Net book value
at 31st December, 2004

at 31st December, 2003

XFHRITEE
The Group
RITITHE  REWE
Bank  Investment B B
Premises Properties Equipment Total
1,383,428 225,785 775,706 2,384,919
72,018 18,187 61,085 151,290
(27,541) (29.222) (258,789) (315,552)
74,150 (74,150) - -
37 m 22 170
- 68,849 - 68,849
1,502,092 209,560 578,024 2,289,676
1,108,490 - 578,024 1,686,514
- 209,560 - 209,560
357,888 - - 357,888
9,347 - - 9,347
26,367 - - 26,367
1,502,092 209,560 578,024 2,289,676
114,196 270 540,836 655,302
23,313 733 84,012 108,058
(1,642) (1,004) (243,621) (246,267)
- 1 12 13
135,867 - 381,239 517,106
1,366,225 209,560 196,785 1,772,570
1269232 225,515 234,870 1729617
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21. BREEEE (#) 21. TANGIBLE FIXED ASSETS (CONTINUED)

WITITH A AR EZHETE - Bank premises were stated at cost or directors' valuation.
REMEER-_TENF+ A=
+-BERBLAEMTE KT
Bl (EEIHHhABTBAER
BefERe8)NRHAMERE
BT R

Investment properties were revalued by an independent firm of surveyors, FPDSavills
who have among their staff, Fellows of the Hong Kong Institute of Surveyors, on an
open market value basis as at 31st December, 2004.

MEERRITUARKAR 2T MEA
B TUNEEES SR AE
#1,049,641,0007T (ZTE =% : /&

The carrying amount of bank premises of the Group and the Bank would have been
HK$1,049,641,000 (2003: HK$950,660,000) and HK$730,406,000 (2003:
HK$495,465,000) respectively had they been stated at cost less accumulated

#£950,660,0007T) K 75 # 730,406,000
TL(ZET = ¢ ¥ 495,465,000
JT) o

depreciation.

KFRTT
The Bank
RITITHE  BEDE
Bank Investment BE= A%
Premises Properties Equipment Total
Bk A8k {4 B Cost or valuation
—TENE-A—RE&H At 1st January, 2004 874,106 72,000 359,939 1,306,045
BT — & fF Mg An Additions through merger
with CFB 171,430 6,200 320,684 498,314
NE Additions 22,568 - 55,542 78,110
& Disposals (13,930) - (248,305) (262,235)
HER Transfer 72,000 (72,000) - -
EHHE Exchange adjustment - - 2
B R Surplus on revaluation - 6,900 - 6,900
“EENFE+-_R=+—HB&& At 31st December, 2004 1,126,174 13,100 487,862 1,627,136
FHNEEZHASBEINAT : The analysis of cost or valuation of the above assets is as follows:
B AR At cost 767,436 - 487,862 1,255,298
X At valuation
—TEMmE 2004 - 13,100 - 13,100
—WNEEF 1990 357,888 - - 357,888
—AANE 1989 850 - - 850
1,126,174 13,100 487,862 1,627,136
TEZHE Accumulated depreciation
—ETEMFE-H-HER At 1st January, 2004 81,025 - 239,990 321,015
B — & Gt Mg in Additional through merger
with CFB 1,847 - 239,135 240,982
REFRE Charge for the year 17,375 - 75,629 93,004
i & HiBR Written back on disposals (279) - (235,683) (235,962)
E LR Exchange adjustment - - 1 1
“TEME+ A=+ —HER At 31st December, 2004 99,968 - 319,072 419,040
REFE Net book value
—EENFE+-A=1+—H at 31st December, 2004 1,026,206 13,100 168,790 1,208,096
—EE=F+-_A=+—H at 31st December, 2003 793,081 72,000 119,949 985,030




21. BREEEE (&§)
BOTHERRENERDFER
&

KA FE T

— B4

k)

N
RHH
(ARBER+ENLE)
FEA
(ERBETFERTES)

— Ao
EHH
(ARBER+ENLE)
FEA
(ERBETFERTES)
HHH
(BRBETEUTE)

22. g
B AR

—B—H&%

B i BEE B B 2 ) 7 42
B ER3 — & B 42
EREEE
FRTMEE
+-FE=1+—H#&#%
L EH
—R—H&#%
R 23 — A BF M 42

FREHE (M40 R30)

+TZA=t—-R&#

WtZA=+—-BERE¥#E

21. TANGIBLE FIXED ASSETS (CONTINUED)

The net book value of bank premises and investment properties comprises:

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

22.GOODWILL

Cost

At 1st January

Addition through acquisition
of subsidiaries

Addition through merger
with CFB

Amount recovered
during the year

Amount paid during the year

At 31st December

Accumulated amortisation
At 1st January
Addition through merger
with CFB
Amortisation for the year
(Note 4(c) & 30)

At 31st December

Net book value as at
31st December

XZRITEE KFRIT
The Group The Bank

2004 2003 2004 2003
48,803 88,194 - -
774,591 797,87 544,195 494,736
650,841 542,931 457,200 354,285
2,069 2,107 2,069 2,106
71,752 40,540 35,842 13,954
27,729 23,104 - -
1,575,785 1,494,747 1,039,306 865,081

XZRITEE KFRIT

The Group The Bank

2004 2003 2004 2003
972,156 5816 - -
- 966,340 - -
- - 966,340 -
(66,864) - (66,864) -
4,441 - 4,441 -
909,733 972,156 903,917 -
17,023 4362 - -
- - 12,079 -
44,997 12,661 44,416 -
62,020 17,023 56,495 -
847,713 955,133 847,422 -
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23. EFER 23.DEPOSITS FROM CUSTOMERS
KEHRIEE KT H|AT
The Group The Bank
2004 2003 2004 2003
BT RERER Demand deposits and
current accounts 9,871,231 5919,773 9,345,063 3933,289
REGTR Saving deposits 16,800,082 15136597 13,141,655 8,870,074
EHERRBANER Time, call and notice deposits 51,897,848 51082052 40611573 242143803
78,569,161 72138422 63,098,291 37,018,166
24, Hth&E 24, 0THER LIABILITIES
KEHRIEE KT HRAT
The Group The Bank
2004 2003 2004 2003
BREHKE Short positions in treasury bills - 499,320 - 499320
BEESEMNTE Amount payable for purchase
of debt securities - 349,326 - 271,698
A ERHIE (B 7 6(c) Current taxation (Note 6(c)) 63,381 70,442 20,206 27,552
EEHIE (F 7 6(c) Deferred taxation (Note 6(c)) 55,884 49,024 49,508 36,959
EfhERFBERESF S Other payable and interest
payable 983,750 1,063,513 574,867 287,592
1,103,015 2,031,625 644,581 1,123,121
25 BEEF 25.L0AN CAPITAL
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Z M@ E B % 2,526,485,000T
(325,000,000E ) ZEEER » 2
ERARNTE-BNZ2ENBT K
A A Wing Hang Financial Holdings
(BVI) Limited RERNEITF B
5250 W ERRBREANEE
ZE - ARTEBRERTITHEH
REZERTNER G LT E
BTEGZERE ZEEES
RZE—=F+A+H83H-

Loan capital with face value of HK$2,526,485,000 (US$325,000,000) represents 5.25%
subordinated notes qualifying as tier 2 capital which were issued during the year 2003

by Wing Hang Financial Holdings (BVI) Limited, a single purpose wholly owned finance

subsidiary of the Bank. The Bank unconditionally and irrevocably guarantees all amounts

payable under the notes which are listed on the Singapore Exchange Trading Limited.
The notes will mature on 10th October, 2013.



26. MR 2 # 26. MATURITY PROFILE

XTRTEE
The Group 2004
ZEANE —FH0E
Z-F Zhf
1 year 5 years
HEER ZEALUT or less or less RENE
Repayable 3 months  but over but over After EH At
on demand orless 3 months 1 year 5 years Undated Total
BE Assets
- BREH (3i12) - Treasury bills (Note 12) - 586358 - - - - 586358
- EHERBETREREME - Placements with banks and other
REBERECE+T-MAA financial institutions maturing
WEH) between 1 and 12 months - 1337360 98,167 - - - 1435527
- FRE - Certificates of deposit held - 30000 - - - - 30000
- BEEERBRES (MiE15) - Trading debt securities (Note 15) - - - 153 - - 153
- REER(MHiE16(a) - Advances to customers
(Note 16(a)) 2243848 7,192,623 6,486,642 14395731 18,416,100 454,182 49,189,126
- RITREREMESREE L - Advances to banks and other
S50 (3% 16(a) financial institutions
(Note 16(a)) - - 15,838 95,027 - - 110,865
- BEZIHBARIBEESE - Held-to-maturity and non-trading
Rz EBES (M) debt securities (Note 1) - 934240 1983508 12847591 4342612 - 20,108,041
2243848 10080581 8584245 27338502 22758712 454182 71460070
afR Liabilities
- RITAEREMSREE - Deposits and balances of banks
7 and other financial intitutions 141924~ 851433 216,225 - - - 1,209,582
- BPHER - Deposits from customers 26715919 49104915 2,123,116 625211 - - 78,569,161
- BROZGERE - Certificates of deposit issued - 1703150 1,703,388 1,209,552 - - 4616090
- EEER - Loan capital - - - - 2526485 - 2526485
26857843 51659498 4042729 1834763 2526485 - 86921318
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26. IR (&) 26. MATURITY PROFILE (CONTINUED)
*FRT
The Bank 2004
ZEANE —FHE
E-F 0%
1 year 5 years
HEER ZEALUT or less or less AENE
Repayable 3 months  but over but over After ETH At
on demand orless 3 months 1 year 5 years Undated Total
BE Assets
- BRES (fi12) - Treasury bills (Note 12) - 402416 - - - - 40246
- EHERBETREREME - Placements with banks and other
BMEEFE(—E+=HA financial institutions maturing
WE ) between 1 and 12 months - 1310222 98167 - - - 1,408,389
- FRE - Certificates of deposit held - 30,000 - - - - 30,000
- BEEERBRES (M5 - Trading debt securities (Note 15) - - - 153 - - 153
- BEFPEZ(MH7E16(a) - Advances to customers
(Note 16(a)) 2031626 6084393 4465200 10,680,729 15927888 248,025 39,437,861
- RTRAEREMEREEZ - Advances to banks and other
B3 (F7E16(a) financial institutions
(Note 16(a)) - - 15,838 95,027 - - 110,865
- BHAEEHHMAREREEER - Held-to-maturity and non-trading
R EBES (KT8 debt securities (Note 18) - 931190 1886961 12582844 4116084 - 19,517,079
2,031,626 8758221 6,466,166 23,358,753 20,043,972 248,025 60,906,763
=K | Liabilities
- RTRAEREMEREEZ - Deposits and balances of banks
EEA and other financial intitutions 137,751~ 851433 216,225 - - - 1205409
- BPHER - Deposits from customers 22526588 38,660,648 1,704866 206,189 - - 63,098,291
- BRAZERE - Certificates of deposit issued - 1703150 1,708443 1,209,552 - - 4621145
22664339 41215231 3629534 1415741 - - 68924845
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26. IR (&) 26. MATURITY PROFILE (CONTINUED)
XTRTEE
The Group 2003
ZEANE —F0E
Z-F Z2RE
1 year 5 years
MEER —EAHMNT or less or less RENE
Repayable 3 months  but over but over After ETH At
on demand orless 3 months 1 year 5 years Undated Total
BE Assets
- BIESH (W12 - Treasury bills (Note 12) - 1079837 9630 - - - 1089467
- EHERBETREREME - Placements with banks and other
BMEEFE(—E+=HA financial institutions maturing
W E ) between 1 and 12 months - 1394909 148072 - - - 1,542,981
- GFHE - Certificates of deposit held - - 100000 29972 - - 129972
- BEEERBRES (M5 - Trading debt securities (Note 15) - - - 536,536 - - 536536
- BEFPEZ(MH7E16(a) - Advances to customers
(Note 16(a)) 2442599 6,416,411 5921143 13854313 17,658,140 319079 46,611,685
- RIOTREREMERERE 2 - Advances to banks and other
B3 (F7E16(a) financial institutions
(Note 16(a)) 2 - 31,631 110,708 - - 142371
- BEZIHARREEE - Held-to-maturity and non-trading
R EBES (KT8 debt securities (Note 18) - 1580929 396754 9125700 6387655 - 17491038
2442631 10472086 6607230 23657229 24045795 319079 67,544,050
=K | Liabilities
- RTRAEREMEREEZ - Deposits and balances of banks
& and other financial institutions 114983 244,222 38814 9,384 - - 407403
- BEPRER - Deposits from customers 20003464 46678890 2616965 819,050 53 - 72138422
- BRAZERE - Certificates of deposit issued - 549089 1773456 2608594 - - 4931139
- EEER - Loan capital - - - - 252910 - 250910
2138447 4747201 4429235 3437008 2522963 - 79999874
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26. MATURITY PROFILE (CONTINUED)

*FRT
The Bank 2003
ZHEANE —F)E
E-F EAf
1 year 5 years
B ER ZEASUT or less orless  RELE
Repayable 3 months  but over but over After EH At
on demand orless 3 months 1 year 5 years Undated Total
Assets
- Treasury bills (Note 12) - 399999 - - - - 399999
- Placements with banks and other
financial institutions maturing
between 1 and 12 months - 1305180 121,883 - - - 1427063
- Certificates of deposit held - - 100,000 - - - 100,000
- Trading debt securities (Note 15) - - - 536,536 - - 536,536
- Advances to customers
(Note 16(a)) 1276446 3370709 2527570 7309072 11,031,827 184829 25,700,453
- Advances to banks and other
financial institutions
(Note 16(a)) 3 - 31,631 110,708 - - 142371
- Held-to-maturity and non-trading
debt securities (Note 18) - 1530891 329547 6383980 4,721,252 - 12965670
1276478 6606779 3110631 14340296 15753079 184829  41.272,092
Liabilities
- Deposits and balances of banks
and other financial institutions 29,276 244222 38,814 9384 - - 321,696
- Deposits from customers 12808348 22976352 1,034,502 198911 53 - 37018166
- Certificates of deposit issued - 549089 1842703 2,508,594 - - 4900386
12837624 23769663 2916019 2716889 53 - 42040248
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21,186,0007C °

RBEE R ERRENEZHRE
BB EE 35 o

27.SHARE CAPITAL

Authorised:
450,000,000 (2003: 450,000,000) ordinary shares
of HK$1 each

Issued and fully paid:
At 1st January
Shares issued under share option scheme

293,910,500 (2003: 293,780,500) ordinary shares
of HK$1 each

2004 2003
450,000 450,000
293,781 293,459

130 322
293,91 293,781

During the year, options were exercised to subscribe for 130,000 ordinary shares in the
Bank at a consideration of HK$3,298,000 of which HK$130,000 was credited to share
capital and the balance of HK$3,168,000 was credited to the share premium account.
At 31st December, 2004, the outstanding options are 1,105,000 (2003: 740,000) shares.

During the year, a new Employee Incentive Plan was approved. At 31st December, 2004,

the outstanding awards are 495,000 (2003: Nil) shares.

The fair value of the awards as at the date of grant was HK$21,186,000.

The details of Share Option Scheme and EIP are disclosed separately in note 35 to the

accounts.
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28. RESERVES
KFRTEE
The Group 2004
R RENE
EfhfEE EREE ®E RAER
k& Bank Investment EfhfEfE i BRER
WER EAHE —MEHE  pemises  property Investment  Capital  Unappro-
Share  Capital ~ General revaluation revaluation revaluation redemption  priated CH
premium  reserve  reserve  reserve  reserve  reserve  reserve profits Total
At 1st January, 2004 337330 215909 2,091,079 268917 14 17,848 769 3,461,234 6,393,100
Exchange adjustments - - 95 - (53) - - - 4
Shares issued under
share option scheme 3,168 - - - - - - - 3,168
Shares premium under
new EIP 1,604 - - - - - - - 1,604
Gain on revaluation after
deferred tax charge - - - - - 4,393 - - 4,393
Gain on revaluation of
investment properties - - - - N80 - - - 1809
Deferred tax credited
to bank premises
revaluation reserve - - - 122 - - - - 122
Deferred tax credited
to investment property
revaluation reserve - - - - 10933 - - - 10933
Disposal of investment
properties - - - - (10,020) - - - (10,020)
Dividends paid - - - - - - - (473,196) (473,196)
Profit for the year - - - - - - - 1,168,021 1,168,021
At 31st December, 2004 342,102 215909 2,091,174 269,039 12683 22,241 769 4,156,059 7,109,976




28. & (#) 28. RESERVES (CONTINUED)

KT R
The Bank 2004
BT REDE
BitGEE EMfER RE RAEM
RA& Bank Investment  EfhfEfE e RHRE
BEE  —REE  pemises  poperty Investment  Capital  Unappro-

Share  General revaluation revaluation revaluation redemption priated CH
premium reserve reserve reserve reserve reserve profits Total
“EEME-F-ALH At 1st January, 2004 337,330 1,802370 268917 - 11399 769 2729062 5,149,847
B &M — 5 4 mE M Addition through merger
with CFB - - - (15) - - 84669 84,654
BhERE Exchange adjustments - 6 - - - - (6) -
RERRETEIET 2R Shares issued under share
option scheme 3,168 - - - - - - 3,168
MEBRBHERARE Shares premium under
new EIP 1,604 - - - - - - 1,604
ENBREEHE &M/ EH Gains on revaluation after
deferred tax charge - - - - 7282 - - 7282
(%) /EERREZELRA Deferred tax (charged)/credited
to revaluation reserve - - (597) 15 - - - (582)
[YL4) Dividends paid - - - - - - (473,196) (473,196)
EREF (H:7) Profit for the year (Note 7) - - - - - - 973404 973404
ZEEMFTACt-BEH At 31t December, 2004 342102 1802376 268,320 - 18681 769 3313933 5746181
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28.RESERVES (CONTINUED)

KFRTEE
The Group 2003
BITTH RENZ
EffE BRER RE RAEM
k& Bank Investment EfhfEfE G
HER EAEE —REE
Share  Capital

premises  property Investment  Capital
General revaluation revaluation revaluation redemption

premium reserve reserve reserve reserve reserve reserve

At 1st January, 2003

BRER
Unappro-
priated CH

profits Total

- as previously reported 330677 215909  2,100201 321,000 - (35) 769 3094321 60623842
- prior year adjustment
in respect of
deferred taxation - - - (47927 - - - 29365  (18562)

- as restated 330677 215909  2,100201 273,073 - (35) 769 3123686 6,044,280
Exchange adjustments - - (1122) - 53 - - - (1,069)
Shares issued under

share option scheme 6,653 - - - - - - - 6,653
Transfer tof(from) reserves - - (8,000) - - - - 8,000 -
Gain on revaluation after

deferred tax charge - - - - - 17883 - - 17883
Deferred tax charged to

bank premises

revaluation reserve - - - (4.156) - - - - (4.156)
Deferred tax charged to

investment property

revaluation reserve - - - - (39) - - - (39)
Dividends paid - - - - - - - (534328) (534328)
Profit for the year - - - - - - - 863876 863876
At 31st December, 2003 337330 215909 2,091,079 268917 14 17848 769 3461234 6,393,100




28. & (#) 28. RESERVES (CONTINUED)

KXFRT
The Bank 2003
RITITH
EfhfEE ®E  BRAER
R A Bank ERGME E  RBER
BEE  —REE  premises  Investment Capital  Unappro-
Share General  revaluation  revaluation  redemption priated CH
premium reserve reserve reserve reserve profits Total
“ET-F-F-HEH At 1st January, 2003
-frERE - as previously reported 330677 1802374 321,000 (1828) 769 2377513 4830505
-AEEERE AR - prior year adjustment in respect
of deferred taxation - - (47.909) - - 18913 (28996)

-85 - as restated 330677 1,802,374 273,091 (1,828) 769 2396426 4801509
BERE Exchange adjustments - ) - - - - @)
RERRETEIET 2R Shares issued under share

option scheme 6,653 - - - - - 6,653
ENBREEHE 2 EfEH Gain on revaluation after

deferred tax charge - - - 13,227 - - 13,227
RO ERFEEEEHE Deferred tax charged to bank

premises revaluation reserve - - (4174) - - - (4174)
2R S Dividends paid - - - - - (53438)  (534328)
FEREF (HE7) Profit for the year (Note 7) - - - - - 866964 866964
ZEEF+ZA-T-AER At 315t December, 2003 337330 1802370 268917 11,399 769 2729062 5149847
REEBR -_ZZMF+_A=1+— The Group's unappropriated profits as at 31st December, 2004 included the accumulated
BZRBHRGERRERLEEHENG losses of HK$37,215,000 (2003: HK$18,018,000) of the associated companies.
2 BB RE%37.215000T (ZF
T4 ¢ %%18,018,0007T) °
BhnaEiRE Rk ABERFERE The application of the share premium account and the capital redemption reserve is
KER - XBEB(D ARG 5 488 governed by Section 48B and 49H of the Hong Kong Companies Ordinance.
R AHIEFT R E
—REFBDERB T ER &G The general reserve was set up from the transfer of retained earnings and exchange
EBREEREMF2)AE - EX differences arising from translation of the accounts of overseas branches and subsidiaries
RELEFFNBLRRAEITARM (note 2(i)). The capital reserve comprises retained earnings capitalised on the issue of
SIBRBENE R KORFIKF R bonus shares by subsidiaries in previous years and a legal reserve established by Banco
TERBEMVEDIREZ EERE - E Weng Hang, S.A. in accordance with regulations in Macau. Revaluation reserves have
BREBDERTURFRBEEERR been set up and are dealt with in accordance with the accounting policies adopted for
BEFZERENE2)RKALR - the revaluation of premises and non-trading securities (notes 2(j) and (k).
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28.RESERVES (CONTINUED)

Capital reserve, bank premises revaluation reserve, investment property revaluation

reserve, investment revaluation reserve and capital redemption reserve do not represent

realised profits and are not available for distribution.

The Bank and its financial subsidiaries operate under regulatory jurisdictions which

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

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

shareholders.

29. OFF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments
The following is a summary of the contractual amounts of each significant class of

contingent liabilities and commitments:

Direct credit substitutes

Transaction-related
contingencies

Trade-related
contingencies

Other commitments:

With an original maturity
of under 1 year or which
are unconditionally
cancellable

With an original maturity
of 1 year and over

Forward forward deposits
placed

Total (Note 31(b))

KEHRIEE KFRTT
The Bank

2003 2004 2003

699,117 700,750 352,971

56,645 233,450 226,042

1,644,315 1,235,039 804,132

8,008,954 9,087,940 5,437,002

1,273,762 834,023 276944

979,948 2,241,972 979,948

12,662,741 14,333,174 8,077,039
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(b)
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29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) Derivatives

Derivatives refer to financial contracts whose value depends on the value of one or

more underlying assets or indices.

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

of derivatives.
KZRITEE KFRIT
The Group The Bank
2004 2003 2004 2003
Exchange rate contracts
Forwards - trading 3,286,625 4,034,010 3,847,888 4,016,465
Forwards - hedging 919,593 2,878,948 919,593 2,899,551
Option purchased
- trading 271,016 508,321 271,016 299,455
Option written - trading 277,016 450,158 277,016 241292
Total exchange rate
contracts 4,760,250 781,437 5321,513 7,456,763
Interest rate contracts
Swaps - trading
- receiving fixed rate 37,191,480 893,838 37,191,480 893,838
Swaps - trading - paying
fixed rate 37,070,388 893,838 37,070,388 893,838
Swaps - hedging
- receiving fixed rate 14,854,793 8,753,450 15,456,305 8,653,449
Swaps - hedging - paying
fixed rate 25,096,124 15,804,567 25,529,993 15,610,467
Total interest rate
contracts 114,212,785 26,345,693 115,248,166 26,051,592
Equity contracts
Option purchased
- trading - 70,042 - -
Option written - trading 140,902 70,042 140,902 -
Total equity contracts 140,902 140,084 140,902 -
119,113,937 34,357,214 120,710,581 33,508,355
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29. BERRRUIZEBEE (8) 29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) FFETR(#E) (b) Derivatives (continued)
BERSGBRARRITEFER The trading transactions include positions arising from the execution of trade
BLIEMUERERSME orders from customers or transactions taken to hedge these positions.

BERERMIAR-

RZEEWNF+_A=1+— As at 31st December 2004, an amount of HK$31,134,069,000 (2003: Nil) were
A AEERARITEREER included both in swap trading receiving fixed rate and swap trading paying fixed
Az EBRARESEZHA rate for the Bank and the Group reflecting previously designated hedging
12 B 4 B 31,134,069,000 transactions which have been unwound using offsetting transactions as part of
T(ZET=F : B) URER management's ongoing hedging of the investment debt securities portfolio.
REERAEZERIAR
5 MBERCHEREBEBES
REBaZH -
FIEERER J«MJ\\ZH 512 The replacement costs and credit risk weighted amounts of the above off-balance
ErEEXAREERRME sheet exposures are as follows. These amounts do not take into account the effects
% BT - E5&S %EI[ 5'5 ik of bilateral netting arrangements.
ERFRLHNTE
XZRITEHE
The Group
2004 2003
FERR FERR
nEE R MEE
EBKA Creditrisk ~ EEHA Credit risk
Replacement weighted  Replacement weighted
cost amount cost amount
SAEH RAE Contingent liabilities
and commitments N/A 1,757,281 N/A 1,713,039
ERA 4 Exchange rate contracts 22,192 20,229 55,236 37,360
MEaH Interest rate contracts 554,187 211,702 193,612 64,667
Bin&#H Equity contracts - - - 2,101
576,379 1,989,212 248,848 1,817,167
KFHRIT
The Bank
2004 2003
FERR FERR
nELH MEE
=g Creditrisk ~ BEHAK Credit risk
Replacement weighted  Replacement weighted
cost amount cost amount
S RE B RAIE Contingent liabilities
and commitments N/A 1,742,443 N/A 808,698
EREH Exchange rate contracts 22,258 20,545 42,133 24,759
MEEH Interest rate contracts 561,840 214,095 188,989 63,332
frtn & 4 Equity contracts - - - -
584,098 1,977,083 231,122 896,789
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29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) Derivatives (continued)

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

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

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

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

The notional amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date; they do not represent amounts at risk.
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29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(c) Capital commitments

Capital commitments for acquisition of property and equipment outstanding at

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

XFRITEHE KT RIT
The Group The Bank
2004 2003 2004 2003
Expenditure authorised and
contracted for 4,391 6,433 1415 5,091
Expenditure authorised
but not contracted for 438 294 - -
4,829 6,727 1,415 5,01

30.NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT
(a) Reconciliation of operating profit to net cash inflow from operating

activities

Operating profit
Depreciation
Amortisation of goodwill (Note 22)
Share premium under EIP
Interest paid on loan capital
Profits tax paid
(Increase)/decrease in treasury bills with
original maturity of three months or more
(Increase)/decrease in placements with banks
and other financial institutions with
original maturity of three months or more
Decrease/(increase) in trade bills less provision
Decrease in certificates of deposit held
Decrease/(increase) in trading securities
Increase in advances to customers and
other accounts less provision
Increase/(decrease) in deposits and balances
of banks and other financial institutions
Increase in deposits from customers
(Decrease)/increase in certificates of
deposit issued
(Decrease)/increase in other accounts
and provision

2004 2003
1,351,846 994,018
108,058 67,420
44,997 12,661
1,604 -
134,514 39,907
(245,908) (177,563)
(392,786) 318,786
(124,247) 386,726
44,77 (86,584)
99,972 306,367
533,997 (286,641)
(2,633,011) (18,108)

813,744 (1,007,101)
6,430,739 5,800,079

(315,049) 453,307

(928,409) 1,009,398

Net cash inflow from operating activities

4,924,832 7,812,672
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30.NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
(b) Reconciliation with the consolidated balance sheet

2004 2003
Cash and short term fund 20,529,318 18,402,805
Placements with banks maturing between
one and twelve months 1,435,527 1,542,981
Certificate of deposit held 30,000 129,972
Amount shown in the consolidated
balance sheet 21,994,845 20,075,758
(Less): amount with an original maturity of
three months or more (1,619,183) (1,213,687)
Cash and cash equivalents in the consolidated
cash flow statement 20,375,662 18,862,071

31.SEGMENT REPORTING
(a) Business segments
Retail banking activities include acceptance of deposits, residential mortgages, hire
purchase and consumer loans.

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

Treasury activities include foreign exchange services, management of investment
securities and trading activities.
Other business activities include insurance business, stockbroking activities and

services for retirement schemes.

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

XFRTEE
The Group
2004
BEEH%
TERT  RERA WX E
£% % KB Inter-
Retail  Corporate  BIE%¥% Eth%EH% %% segment CH
banking banking Treasury Other  Unallocated  elimination Total
Net interest income 1,213,269 378,961 186,681 3,597 11,809 - 1794317
Other operating income 313,230 112,981 86918 84417 42,524 - 640,070
Inter-segment income - - - - 49,087 (49,087) -
Operating income 1,526,499 491,942 273,599 88,014 103,420 (49,087) 2434387
Operating expenses (661,458)  (165718)  (60,934)  (43134)  (96,863) - (1,028,107)
Inter-segment expenses (44,861) (1,918) (554) (1,754) - 49,087 -
Operating profit before provisions 820,180 324,306 21211 43126 6,557 - 1,406,280
Charge for bad and doubtful debts (35235)  (19,199) - - - - (54,434)
Operating profit 784,945 305,107 212,11 43126 6,557 - 1351846
Profits/(losses) on revaluation of
investment properties, disposal
of tangible fixed assets and
associated companies (978) (1,895) (1,235) (354) 48,205 - 43,743
Profits on disposal of held-to-maturity
and non-trading securities - - 6,425 83 - - 6,508
Provisions written back for
held-to-maturity securities - - 4,848 - - - 4,848
Profit on ordinary activities 783,967 303,212 222,149 42,855 54,762 - 1,406,945
Share of net profits in associated
companies - - - 5115 114 - 5229
Profits before taxation 783967 303212 222,149 47970 54,876 - 1412174
Depreciation (Note 4(c)) 51,463 14,678 7,666 2,125 32,126 - 108,058
Amortisation of goodwill (Note 4(c)) 21,988 11,268 9,139 1,726 876 - 44,997
Segment assets 37,528,072 19,407,218 20,332,953 119,608 17,924,547 - 95312398
Investments in associated companies - - - 127970 7736 - 135706
Total assets 37528072 19407218 20332953 247578 17932283 - 95,448,104
Total liabilities 76,886,457 1,318,299 806,869 22,658 6,463,565 - 85497848
Capital expenditure 44,285 26,812 3964 442 75787 - 151,290




3. REBE (F) 31.SEGMENT REPORTING (CONTINUED)

(a) EBESE(#F) (a) Business segments (continued)
KFRAE
The Group
2003
BEK
TERT  PERA 63 8!
%% £% KHHE Inter-
Retail  Corporate  BIE%¥% Eth%H% %% segment CH
banking banking Treasury Other ~ Unallocated ~ elimination Total
FHEHA Net interest income 1020252 324764 175344 2,180 55433 - 1571973
A EERA Other operating income 219490 71333 60,598 64712 31,360 - 453493
BEBBA Inter-segment income - - - - 41351 (41351) -
EEHA Operating income 1239740 400097 23594 66892 128144 (41351) 2,031,466
2EYM Operating expenses (453814)  (92866)  (39924)  (32515)  (93042) - (m161)
EERTL Inter-segment expenses (37499) (1,609) (556) (1687) - 41351 -
MBEEBERCEERT Operating profit before provisions 748429 307622 195462 32,690 35,102 - 1319305
REFER Charge for bad and doubtful debts (193471)  (131,757) - (59) - - (325287)
2EEA Operating profit 554958 175865 195462 32631 35,102 - 994018
ERRENERLERK Losses on revaluation of investment
BEdEZER properties and disposal of tangible
fixed assets (936) (14) (70) - (4513) - (5533)
LERBEIBARSR Profits/(losses) on disposal of
FBEEEREESZ held-to-maturity and
afl/ (B8) non-trading securities (1,228) - 35178 90 - - 34040
BEZIEAES kR Provisions made for
cRE held-to-maturity securities - - (10,900) - - - (10,900)
EREBNER Profit on ordinary activities 552794 175851 219670 27 30,589 - 101625
MR E DA 2 F R Share of net profits in associated
companies - - - 335 291 - 626
BRHAEN Profits before taxation 552794 175851 219670 33056 30,880 - 1,012,251
& (Wi40) Depreciation (Note 4(c) 32,114 4759 342 1,503 25,620 - 67420
BEEH (1) Amortisation of goodwill (Note 4(c) 3361 2,604 2570 1,116 3010 - 12,661
PREE Seqment assets 33497555 19862171 17997869 259141 16976422 - 88593158
BENRRE Investments in associated companies - - - 123538 19976 - 143514
BEE Total assets 33497555 19862171 17997869 382679 16996398 - 88736672
BER Total liabilities 72596397 902779 812,740 89053 5107620 - 79508589
BEARY M Capital expenditure 903076 621,450 74329 89 104803 - 1703747

103



BRIB M =E
Notes to the Accounts

3. EHE ()

(b)

104

EHA%
BEDBREMEMNBRRE
EEEMAENE D  RIKEE
EHRXEXHEEAKR AR
TATRETES -

“ETNFE+-B=+—H
BEERA
BR % A1l A
A&

e RIR

FARER R (H15E29(a)

BAX

—EE=F+-_A=+—H
BEEWA

B T A0 A

BEE

BaE

HAE RS (F15E29()

BAX

31. SEGMENT REPORTING (CONTINUED)

(b) Geographical segments

The information concerning geographical segments has been classified by the
location of the principal operations of the subsidiaries, or in the case of the Bank
itself, of the location of the branch responsible for reporting the results or booking

the assets.

As at 31st December, 2004

Total operating income

Profit before taxation

Total assets

Total liabilities

Contingent liabilities and
commitments (Note 29(a))

Capital expenditure

As at 31st December, 2003

Total operating income

Profit before taxation

Total assets

Total liabilities

Contingent liabilities and
commitments (Note 29(a))

Capital expenditure

BE
Hong Kong

2,383,998
1,341,708
95,563,311
88,507,952

14,377,018
103,936

&R
Hong Kong

2,126,056
1,179,116
97,893,393
86,226,863

12,241,808
1,642,799

XFRITE
The Group
2004
! Hit
Macau Other
268,339 88,483
167,817 45,389
10,092,742 14,370,127
9,443,949 11,506,089
758,992 45,597
23,160 24,194
XKFRITE
The Group
2003
B Hit
Macau Other
254,405 58,715
154,549 14,952
9,317,866 10,649,054
8,691,491 10,565,659
725,483 35,135
13818 47,130

o BRI
W K 8
Less: inter-

segment
elimination

(306,433)
(142,740)
(24,578,076)
(23,960,142)

(805,182)

B BRI
W K 8
Less: inter-

segment
eliminations

(407,710)
(336,366)
(29,123,640)
(25,975,424)

(339,685)

A

Total

2/434,387
1412174
95,448,104
85,497,848

14,376,425
151,290

A\ =
=)

Total

2,031,466
1,012,251
88,736,673
79,508,589

12,662,741
1,703,747
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32.LOANS TO OFFICERS
Particulars of loans to officers disclosed pursuant to section 161B(9) of the Hong Kong

Companies Ordinance are as follows:

Aggregate amount of relevant loans outstanding

at 31st December

The maximum aggregate amount of relevant loans

outstanding during the year

2004 2003
411,328 109,983
552,022 110,635

33.PLEDGE OF ASSETS
The amount of HK$7,774,000 (2003: HK$7,763,000) included in “Placements with banks
and other financial institutions maturing between one and twelve months” represents a

time deposit pledged as collateral with the State of California in compliance with the

statutory requirements of the State of California.

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

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

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

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

outstandings at the year end are:

(i)

(i)

(iif)

Income and expense

Interest income
Interest expense

On-balance sheet outstanding at 31st December

Cash and short-term funds
Deposits and balances of banks and other
financial institutions

Off-balance sheet outstanding at 31st December

Exchange rate contracts
Contract amount
Replacement Cost

Credit risk weighted amount

2004
918
458

2004
49,096

nna

2004

2003
548
368

2003
33,717

17,809

2003

464,787

930
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34.RELATED PARTY TRANSACTIONS (CONTINUED)

(b)

(iv) On 27th August, 1999 and 19th September, 2002, the Bank entered into two
Delegation Agreements with BNY pursuant to which the Bank agreed to
provide various back-up support services to BNY in connection with a
securitisation transaction undertaken by BNY. The first Delegation Agreement
was terminated on 20th February, 2004.

In 2004, the Bank received from BNY a total service fee of HK$375,000
(2003: HK$198,000) and will continue to receive further service fees on an
annual basis during the term of the second Delegation Agreement.

On 30th June, 1995, Wing Hang Zurich Insurance Company Limited ("WHZ
Insurance”), a 65 percent owned subsidiary of the Bank, entered into a Management
Agreement with Swiss Insurance Management (Hong Kong) Limited (“Swiss
Insurance”), a wholly own subsidiary of Zurich Insurance Limited (“Zurich Insurance”)
pursuant to which Swiss Insurance has been appointed as manager of WHZ
Insurance in connection with the conduct by WHZ Insurance of its insurance
business. Zurich Insurance is a substantial shareholder of WHZ Insurance holding
35 percent of WHZ Insurance's issued share capital. Under the Management
Agreement, WHZ Insurance paid to Swiss Insurance an amount of HK$4,498,000
(2003: HK$3,524,000), being the contractual management fees based on gross
premium. The Management Agreement was expired on 31st December, 2004 and
will be extended for two years but can be terminated by either party with six
months' notice. The revised management fee will be based on a fixed fee plus a
certain percentage of gross written premiums received.
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34.RELATED PARTY TRANSACTIONS (CONTINUED)

()

During the year, the Group entered into a number of transactions with the Group's
related parties, including its associates, and key management personnel and their
close family members and companies controlled or significantly influenced by
them. All interest rates of the transactions are in the ordinary course of business
and under terms and conditions normally applicable to customers of comparable
standing. The interest income and interest expense as well as loans and deposits
oustandings are as follows:

2004 2003

EXFHRIT  AKFRT

SEzE N EEZEAL

% to the % to the

Group Total Group Total

Interest income 0.62 0.12

Interest expense 0.40 0.67

Advance to customers 1.32 0.46

Deposits from customers 0.81 0.72

35. STAFF BENEFITS

(a) Retirement schemes

2004 2003

Retirement benefit costs (Note 4(c)) 35,203 32,625

The Group operates both a Mandatory Provident Fund Exempt ORSO Scheme (the
"ORS0 Scheme") which is registered under the Occupational Retirement Schemes
Ordinance and two Manadatory Provident Fund Schemes (the “"MPF Schemes")
established under the Manadatory Provident Fund Ordinance to cover all qualifying
employees in Hong Kong. As from 1st August, 2004, the ORSO Scheme is frozen as
employees and the employer have made the contributions to MPF Scheme instead
of ORSO Scheme. In addition, a defined contribution scheme was established on
3rd January, 2001 to cover all qualifying employees in Macau at various funding
rates, in accordance with the local practice and requirements. The costs of these
schemes are charged to the profit and loss account for the year and the assets of
these schemes are held separately from the Group. Any forfeiture amount under
the MPF Scheme is refunded to the Group when the member leaves employment
prior to the employer's voluntary contributions being vested fully.
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35. STAFF BENEFITS (CONTINUED)
(b) Equity compensation benefits

Share Option Scheme

Pursuant to the approved Share Option Scheme, the directors are authorised,

0]

at their discretion, to invite certain executives, to take up options to purchase

ordinary shares in the Bank as incentive to them. Prior to 1st September,

2001, the option price was 80% of the average last dealt price on The Stock

Exchange of Hong Kong Limited ("SEHK") on the five business days immediately

preceding the date of offer of such options. After 1st September, 2001, the

option price should be at least the higher of the closing price of the shares on
the SEHK on the date of the grant, which must be a trading day, and the
average closing price of the shares on the SEHK for the five business days

immediately preceding the date of grant.

(1)

Movements in share options

At 1st January
Issued

Lapsed
Exercised

At 31st December

2004 2003
7 & B &8
Number of Number of
shares shares
740,000 772,000
535,000 290,000
(40,000) -
(130,000) (322,000)
1,105,000 740,000
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(1)
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Date of options granted

10/03/2001
15/03/2002
14/01/2003
14/03/2003
21/05/2004

SERBEARNET
BE-BFEEET
BERTE -

(3) NERETHRBIE
REHBEBIT -

T HAmE

Exercise period

14/01/2004 - 14/01/2013
14/03/2004 - 14/03/2013
21/05/2005 - 21/05/2014

35. STAFF BENEFITS (CONTINUED)
(b) Equity compensation benefits (continued)

0]

REE

Option price

HK$23.60
HK$26.30
HK$25.80
HK$26.50
HK$43.80

REE

Option price

HK$25.80
HK$26.50
HK$43.80

Share Option Scheme (continued)

(2) Terms of unexpired and unexercised share options at balance sheet date

2004
Befn 8 R

Number of shares

230,000
170,000

80,000
130,000
495,000

1,105,000

2003
Betn 8B

Number of shares

260,000
190,000
160,000
130,000

740,000

The options granted under the Scheme will be exercisable between the

first and the tenth anniversaries of the date of grant.

(3) Details of share options granted during the year, all of which were

granted with HK$1.00 consideration.

2004
Ut 4=

Number of shares

535,000

535,000

2003
Bin &8

Number of shares

160,000
130,000

290,000
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35. STAFF BENEFITS (CONTINUED)
(b) Equity compensation benefits (continued)

REE

Option price

HK$14.83
HK$23.60
HK$23.60
HK$26.30
HK$23.60
HK$26.30
HK$23.60
HK$26.30
HK$25.80
HK$25.80
HK$25.80
HK$23.60
HK$25.80
HK$26.30

(i) Share Option Scheme (continued)

(4) Details of share options exercised during the year

B R1T A — B
ZEBRMETFHRHE
Weighted average closing
price per share at preceding
day before exercise date

HK$27.20
HK$31.30
HK$33.20
HK$33.20
HK$34.30
HK$37.30
HK$38.00
HK$48.80
HK$49.30
HK$54.25
HK$54.50
HK$54.50
HK$52.75
HK$55.00

(i)  Employee Incentive Plan

SIEEE ON

Proceeds received

HK$1,512,660
HK$708,000
HK$708,000

HK$1,052,000
HK$708,000

HK$1,052,000
HK$708,000
HK$526,000
HK$516,000
HK$516,000
HK$516,000
HK$708,000
HK$516,000
HK$526,000

2004 2003
Bir&E  BRHHE
Number Number
of shares of shares
- 102,000

- 30,000

- 30,000

- 40,000

- 30,000

- 40,000

- 30,000

- 20,000
20,000 -
20,000 -
20,000 -
30,000 -
20,000 -
20,000 -
130,000 322,000

During the year, a new employee incentive plan was approved. Pursuant to

the approved Employee Incentive Plan, the directors are authorised, at their

discretion, to invite certain executives, to take up awards to vesting ordinary

shares in the Bank as incentive for them to remain in employment with the

Bank. The maximum number of awards in respect of which awards may be

granted under the Employee Incentive Plan may not exceed 1% of the issued

share capital of the Bank for the time being in issue within five years of the

date of approval of the plan on 22nd April, 2004. The awards can be vested

between the sixth to the tenth anniversaries after the date of grant with the

following percentage of award vesting.



35. BRRT (&) 35. STAFF BENEFITS (CONTINUED)
(b) BPEEEF (&) (b) Equity compensation benefits (continued)
(i) 1ES2#EE:E (E) (i) Employee Incentive Plan (continued)
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Percentage

Date of Award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%

The Group granted awards at no consideration for certain employees to acquire
shares of the Bank under a new EIP. The shares will be acquired at the
nominal value of HK$1 per share under the award. The fair value of the
awards is measured at the grant date and is charged to the profit and loss
account and credited to shareholders' fund between the grant date and
vesting date. The cash amount equal to the dividend that would have been
paid during the period up to vesting will be charged to the profit and loss
account as bonus expenses on an accrual basis.

If the Board determines to select the cash option when shares vest, which is
available under the plan, no new shares will be issued on the date of vesting.

At 31st December, 2004, the directors and employees of the Bank had the
following interest in award to purchase the shares of the Bank.

2004
RTREHEH 11018 4=
Date of awards granted Exercise Price Number of shares
21/05/2004 HK$1.00 495,000
36. RAEB 36. APPROVAL OF ACCOUNTS
AEBER-_ETRAF=-A T ALK The accounts were approved and authorised for issue by the Board of Directors on 10th
ESeRARREEM - March, 2005.
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