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 1 . S i g n i f i c a n t  A c c o u n t i n g  P o l i c i e s

(a) Statement of Compliance

These accounts have been prepared in accordance with all applicable Statements
of Standard Accounting Practice (“SSAP”) and Interpretations issued by the Hong
Kong Society of Accountants, 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.
A summary of the significant accounting policies adopted by the Group is set out
below.

(b) Basis of Preparation of the Accounts

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of certain land and buildings in 1989 and 1991 and
the marking to market of certain investments in securities as explained in the
accounting policies set out below.

(c) Basis of Consolidation

(i) The consolidated accounts include the accounts of the Bank and all its
subsidiaries (“the Group”) made up to 31st December each year. The results
of subsidiaries acquired or disposed of during the year are included in the
consolidated profit and loss account from or to the date of their acquisition
or disposal, as appropriate. All material intercompany transactions and
balances are eliminated on consolidation.

The Bank acquired 75% of FPB Bank Holding Company Limited (“FPB
Holding”) on 22nd December, 2000. The Bank’s shareholding in FPB Holding
increased to 84.55% as at 31st December, 2000. The results of FPB Holding
for the period from 22nd December, 2000 to 31st December, 2000 are not
included in the consolidated profit and loss account as they are considered
by the Directors to be immaterial to the Group.

Except to the extent of dividends received, the results and reserves of associated
companies are not incorporated as they are considered by the Directors to be
immaterial to the Group. The investments in associates are dealt with and
accounted for in accordance with Note 1(j)(iii).

(ii) The excess of the purchase consideration in relation to the acquisition of
subsidiaries over the value ascribed to their net tangible assets and identifiable
intangible assets represents the goodwill arising on acquisition. Such goodwill
is eliminated against general reserve on consolidation.

On disposal of a subsidiary, any attributable amount of purchased goodwill
which has previously been dealt with as a movement on group reserves is
included in the calculation of the profit or loss on disposal.
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(iii) Minority interests represent the interests of outside shareholders in the
operating  results and net assets of subsidiaries.

(d) Translation of Foreign Currencies

Transactions in foreign currencies are translated into Hong Kong dollars at the
rates of exchange ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the
rates of exchange ruling at the balance sheet date. The exchange differences are
dealt with in the profit and loss account.

The accounts of overseas branches and subsidiaries are translated into Hong Kong
dollars at the rates of exchange ruling at the balance sheet date. Exchange
differences arising from retranslation of opening net assets at the rates of exchange
ruling at the balance sheet date are accounted for in reserves.

(e) Advances and Other Accounts

Advances to customers, banks and other financial institutions, and accrued interest
and other accounts are stated in the balance sheet after deducting provisions for
estimated losses.

Sales of amounts receivable on mortgage loans without recourse to the Bank or
its subsidiaries are recognised when control over the receivables has been
irrevocably transferred to a third party and the receivables are then no longer
included in the balance sheet.

Interest on doubtful loans and advances is credited to a suspense account which
is netted in the balance sheet against the relevant balances.

(f) Provision for Bad and Doubtful Debts

Provision is made against specific doubtful debts as and when they are considered
necessary by Credit Committee and in addition an amount has been set aside as
a general provision for advances. When there is no longer any realistic prospect
of recovery, the outstanding debt is written off.

(g) Interest and Fees

Interest income and expense are accrued on a time-apportioned basis on the
principal outstanding and at the rate applicable. Fee income and expenses are
recognised when earned or incurred.

(h) Properties

(i) Bank premises and investment properties are stated in the balance sheets at
cost or at the Directors’ valuation, by reference to an independent professional
valuation, less accumulated depreciation.

Surplus arising on revaluation is credited to the property revaluation reserve.
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In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 72 of Statement of Standard Accounting
Practice 17 “Property, Plant and Equipment” issued by the Hong Kong Society
of Accountants, with the effect that bank premises have not been revalued to
fair value at the balance sheet date.

(ii) Profit or loss on disposal of properties is determined as the difference between
the  sales proceeds and the carrying amount of the asset and is recognised in
the profit and loss account upon disposal. Any related revaluation surplus is
transferred from the property revaluation reserve to the general reserve.

(i) Amortisation and Depreciation

(i) Bank premises

Freehold land is not amortised. Leasehold land is amortised on a straight line
basis over the remaining term of the lease. Buildings are depreciated on a
straight line basis at rates calculated to write off the cost/valuation of each
building over its estimated useful life of 50 years or the remaining lease period
of the land on which it is situated, whichever is the shorter.

(ii) Investment properties

No depreciation is provided on land where the residual lease is greater than
20 years. Buildings with either the remaining useful life or the remaining
lease period of the land on which they are situated being 20 years or less are
depreciated on a straight line basis at rates calculated to write off the cost/
valuation of the building over the shorter of the remaining estimated useful
life of the building or the remaining lease period of the land.

(iii) Other fixed assets

Other fixed assets are stated in the balance sheet at cost less accumulated
depreciation, which is calculated on a straight line basis to write off the assets
over their estimated useful lives from 4 to 20 years.

(j) Investments

(i) Investments in subsidiaries

A subsidiary 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.

Investments in subsidiaries are stated in the Bank’s balance sheet at cost less
any provisions for diminution in value which is other than temporary as
determined by the Directors for each subsidiary individually. Any such
provisions are recognised as an expense in the profit and loss account.
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(ii) Investments in co-operative joint ventures in the PRC

Investments in co-operative joint ventures in the PRC are accounted for as
investments in subsidiaries, whereby the Group bears the entire risk and
liabilities and shares all the profit and loss of the co-operative joint ventures
after paying the guaranteed distribution to the joint venture partner in the
PRC.

(iii) Investments in associates

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

Investments in associates are stated at cost less any provisions for diminution
in value which is other than temporary as determined by the Directors for
each associate individually. Any such provisions are recognised as an expense
in the profit and loss account.

Profit or loss arising from the disposal of associates is determined as the
difference between the sales proceeds and the carrying amount of the
associates and is recognised in the profit and loss account upon disposal.

(iv) Investments in securities

Investments in debt and equity securities, except those held either solely for
the purpose of recovering advances or, as investments in subsidiaries,
associates or joint ventures, are accounted for as follows.

Investments in securities are classified as held-to-maturity debt securities,
investment securities and other investments in securities, and are recognised
as assets from the date on which the Group is bound by the contract which
gives rise to them.

Transfer of a security between categories of investments is accounted for at
fair value. The profit or loss arising from transfers between categories of
investments is accounted for as if the investment had been sold and
repurchased at the date of transfer.

The profit or loss on disposal is accounted for in the period in which the
disposal occurs as the difference between the sales proceeds and the carrying
amount of the investments.

Held-to-maturity debt securities

Held-to-maturity debt securities are investments in debt securities which
the Group has the expressed intention and ability to hold to maturity,
and are stated at amortised cost less any provisions in their value which
reflects their credit risk.
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Provisions are made and recognised immediately as an expense when
carrying amounts are not expected to be fully recovered, but are
written back to income when the circumstances and events that led
to the write-downs or write-offs cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the
foreseeable future. The amount written back is limited to the amount
of the write-downs or write-offs.

Investment securities

Investment securities are securities which are intended to be held on
a continuing basis, and which are held for an identified long-term
purpose documented at the time of acquisition or change of purpose
and are clearly identifiable for the documented purpose.

Investment securities are included in the balance sheet at cost less
provisions for diminution in value which are other than temporary.
Such provision is determined for each investment individually.
Provisions are recognised as an expense immediately and are written
back to income when the circumstances and events that led to the
write-downs or write-offs cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the
foreseeable future. The amount written back is limited to the amount
of the write-downs or write-offs.

Other investments in securities

Other investments in securities are those securities which are not
classified as held-to-maturity debt securities nor as investment
securities, and are stated at fair value at the balance sheet date.
Unrealised holding gains or losses arising on revaluation of securities
to fair value are dealt with in the profit and loss account.

(k) Finance Leases and Hire Purchase Contracts

The amounts due from lessees in respect of finance leases and hire purchase
contracts are recorded in the balance sheets as advances to customers at the
amounts of net investment which represent the total rentals receivable under
finance leases and hire purchase contracts less unearned income. Finance
income implicit in the rental receivable is credited to the profit and loss account
over the lease period so as to produce an approximately constant periodic
rate of return on the net cash investment for each accounting period.

(l) Deferred Taxation

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

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'(�

�� !"#$%&'()

�� !"#!"$%&'

�� !"#$%&'(

�� !

�� !"#$%&%'(

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'(�

�� !"#$%

�� !"�#$%&'(

�� !"#$%&!'(

�� !"#$%&'(!

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%&'()

�� !"#$%#$&'

�� !"#$%&'(

��

�� !"#

�� !"#$%&'()

�� !"#$%&'($

�� !"�#$%&'(

�� !"#$%&'()

�� !"#$%&'()

�� !"#$ !%&'

(k) �� !" #$%

�� !" #$%& '()

�� !"#$ %&'()*

�� !"#$%&'()*+

�� !"#$%&' ()*

�� !"#$%&'()"*

�� !"#$%&'()*$

�� !"#$%&'()*+

�� !"#$%&'()*+

(l) �� !

�� !"#$%&'()*+

�� !"#$%&#'()*

�� !"#$%&'()*+

�� !"#$%&



� �  ! " # $ % = = � � � �   !82

(� c o n t i n u e d )

�� ! Notes on the Accounts

(m) Insurance Funds

In relation to the Group’s insurance business, the insurance fund of the life
assurance business is ascertained by actuarial valuation and other insurance
funds are the unearned portion of premium on policies written in respect of
periods of risk extending beyond the balance sheet date. Full provision is
made for the estimated cost of claims notified but not settled at the balance
sheet date and for the estimated cost of claims incurred but not reported by
that date. These items are classified as other accounts and provisions.

(n) Retirement Benefits

Retirement benefits are provided to all staff employed by the banking group.
In accordance with the Mandatory Provident Fund Schemes Ordinance, the
Hong Kong employees enjoy retirement benefits under the Mandatory
Provident Fund Exempted ORSO scheme or the newly set up Mandatory
Provident Fund Scheme under which employer’s voluntary contributions have
been made. The Bank’s contribution to both schemes are at a maximum of
10% of the monthly salary. Any forfeiture of the Mandatory Provident Fund
Exempted ORSO scheme will be for the benefits of the remaining members.
However, in respect of the Mandatory Provident Fund Scheme, the forfeited
amount shall be refunded to the Bank when the members leave employment
prior to vesting fully of the employer voluntary contributions.

Previously, Hong Kong employees were also entitled to a retirement benefit
under a defined benefit retirement fund. Contributions to the defined benefit
scheme were made in accordance with advice from actuaries based on annual
actuarial valuations and were charged to the profit and loss account for the
year. The actuarial basis used included assumptions about the salary escalation
rate, expected retirement age, withdrawal rates, mortality rates, permanent
disability rates and ill-health retirement rates. Contributions to such fund were
terminated on 31st March, 2000 pursuant to a board meeting of the Bank
held on 1st February, 2000. All assets of the fund were disposed of during the
period between 1st April, 2000 and 30th June, 2000. Distributions to the staff
and to the Bank were completed on 5th April, 2000 and 20th July, 2000
respectively.

The pension schemes which cover all the Bank’s PRC and overseas employees
are defined contribution schemes at various funding rates that are in
accordance with the local practice and regulations.

The cost of all these schemes is charged to the profit and loss account for the
period concerned and the assets of all these schemes are held separately
from those of the Bank.
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(o) Off-balance Sheet Financial Instruments

Off-balance sheet financial instruments arise from futures, forward and swap
transactions undertaken by the Group and the Bank 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.

Transactions undertaken for dealing purposes are marked to market and the
net present value of the gain or loss arising is recognised in the profit and loss
account as dealing profits/losses, after appropriate deferrals for unearned credit
margin and future servicing costs.

Transactions designated as hedges are valued on an equivalent basis to the
assets, liabilities or net positions which they are hedging. Any profit or loss is
recognised on the same basis as that arising from the related assets, liabilities
or positions.

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 against which these transactions are hedged.

Unrealised gains on transactions which are marked to market are included in
advances and other accounts less provisions in the balance sheet. Unrealised
losses on transactions which are marked to market are included in other
accounts and provisions.

(p) Related Parties

For the purposes of these accounts, 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 other entities.

 2 . P r i n c i p a l  A c t i v i t i e s

The Bank and its subsidiaries are engaged in the provision of banking and related
financial services.
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 3 . N o n - i n t e r e s t  I n c o m e

(a) Other Revenues
2000 1999

�� ! HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Dividend income from listed equities 8,489 5,931
Dividend income from unlisted equities 3,796 3,331
Dividend income from associates 12,676 9,218
Net fees and commissions 763,317 664,603
Net rental income on properties 49,495 54,838
Net revenue from insurance activities 50,297 �

Others 72,811 72,662
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

960,881 810,583
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

(b) Other Net Income

Profit on dealing in foreign currencies 69,432 69,691
Profit on other investments in securities 87,449 153,091
Profit on other dealing activities 306 439
Surplus of staff retirement fund recognised 136,070  �

Others 33,069 31,189
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

326,326 254,410
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Total non-interest income 1,287,207 1,064,993

 4 . S e g m e n t a l  I n f o r m a t i o n  -  b y  C l a s s  o f  B u s i n e s s

�� !" Total Operating Income �� !" Profit before Taxation
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� ! HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Commercial banking 4,632,664 4,292,243 2,010,463 1,459,231
Securities business 220,416 227,625 180,685 199,438
Insurance business 89,757 29,572 (15,336) 24,356

Other business 39,700 20,075 (18,478) (68,522)
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

4,982,537 4,569,515 2,157,334 1,614,503

Commercial banking activities during the year included acceptance of deposits,
advance of commercial and industrial loans, supply of trust services, foreign exchange,
trade financing and international banking.

Securities business activities during the year included dealing in equities and debt
securities, and stockbroking.

Insurance business activities during the year included insurance broking, and the
direct underwriting of long term and general insurance business.

Other business activities during the year included property holding, letting, agency
and management, and investment holding.
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�� ! Notes on the Accounts

 5 . O p e r a t i n g  E x p e n s e s

2000 1999
�� !HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Pension costs 67,746 70,392

Salary and other staff costs 923,091 827,815
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Total staff costs 990,837 898,207
Premises and equipment expenses 254,023 218,084
Depreciation on fixed assets 170,395 158,898
Audit fee 7,904 7,186

Other operating expenses 659,804 520,363
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,082,963 1,802,738

 6 . C h a r g e  f o r  B a d  a n d  D o u b t f u l  D e b t s

2000 1999
�� !HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Bad debts provision - Specific 597,736 1,861,177
                                - General 109,050 339,436
Bad debts written off 12,902 11,197
Other bad debts charges 71,719 92,347

Bad debts charges recovered (110,793) (88,914)
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

680,614 2,215,243

 7 . N e t  P r o f i t  o n  D i s p o s a l  o f  H e l d - t o - M a t u r i t y  D e b t  S e c u r i t i e s ,
I n v e s t m e n t  S e c u r i t i e s  a n d  A s s o c i a t e s

The profit in 2000 mainly represents profit on disposal of held-to-maturity debt
securities. The profit in 1999 was mainly attributable to the disposal of an insurance
associate.

 8 . T a x a t i o n

2000 1999
�� !HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Provision for Hong Kong profits tax 111,020 27,698
Overseas taxation 54,499 69,916

Deferred taxation (Note 23) 116,665 28,000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

282,184 125,614

The charge for Hong Kong profits tax is based on an estimate of the assessable profit
for the year at 16% (1999 � 16%). Taxation for branches and subsidiaries outside
Hong Kong is similarly charged at appropriate current rates of taxation ruling in the
countries in which they operate.
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�� ! Notes on the Accounts

 9 . P r o f i t  f o r  t h e  Y e a r  a f t e r  T a x a t i o n

Of the consolidated profi t  for the year, HK$1,527,390,000 (1999 –
HK$1,203,436,000) has been dealt with in the accounts of the Bank.

1 0 . D i v i d e n d s

2000 1999
�� ! HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Final dividend of HK$0.38 per share paid in respect
of the previous financial year on shares issued
under the share option schemes subsequent to
the balance sheet date and before the close of
Register of Members of the Bank 421 �

Interim dividend paid of HK$0.20 per share on
1,406,256,964 shares (1999 � HK$0.15 per
share on 1,386,018,969 shares) 281,252 207,903

Proposed final dividend of HK$0.45 per share on
1,414,778,132 shares (1999 � HK$0.38 per
share on 1,393,125,553 shares) 636,650 529,388

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

918,323 737,291

1 1 . E a r n i n g s  P e r  S h a r e

(a) Basic earnings per share

The calculation of basic earnings per share is based on earnings of
HK$1,871,022,000 (1999 � HK$1,488,889,000) and on the weighted average
of 1,404,239,697 (1999 � 1,383,602,848) shares outstanding during the year.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on earnings of
HK$1,871,022,000 (1999 � HK$1,488,889,000) and on 1,409,280,781
(1999 – 1,384,578,226) ordinary shares, being weighted average number of
ordinary shares outstanding during the year, adjusted for the effects of all dilutive
potential shares.

9. �� !"#$%

�� !"#$%&'(1,527,390,000
���  �� � ��1,203,436,000
���� !"#$%&

10. ��

�� !"#$%&'()*+,-

�� !"#$%&'#()*+
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�� ! Notes on the Accounts

2000 1999
�� ! �� !

Number of shares of Number of shares of
�� ! HK$2.50 each �� !HK$2.50 each

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Weighted average number of shares used
in calculating basic earnings per share 1,404,239,697 1,383,602,848

Deemed issue of ordinary shares for no

consideration 5,041,084 975,378
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Weighted average number of shares used

in calculating diluted earnings per share 1,409,280,781 1,384,578,226

1 2 . D i r e c t o r s ’  R e m u n e r a t i o n

Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong
Companies Ordinance is as follows :

2000 1999
�� !HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Fees 1,141 1,103
Salaries and other emoluments 9,001 4,225
Performance-related bonuses 23,147 22,498

Pension contributions 430 253
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

33,719 28,079

In addition to the above remuneration, Executive Directors were granted share options
under the Bank’s Staff Share Option Schemes. The details of these benefits in kind are
disclosed under the paragraph “Directors’ and Chief Executive’s interests” in the Report
of the Directors.

The remuneration of the Directors is within the following bands:

2000 1999
�� !Number of �� !Number of

directors directors
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� HK$
0 � 1,000,000 11 10

4,500,001 � 5,000,000 � 2
5,500,001 � 6,000,000 2 �

17,000,001 � 17,500,000 � 1
21,000,001 � 21,500,000 1 �
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�� ! Notes on the Accounts

1 3 . F i v e  T o p - p a i d  E m p l o y e e s

The remuneration of the five top-paid employees, including Executive Directors,
disclosed pursuant to the Listing Rules of The Stock Exchange of Hong Kong Limited
is as follows:

2000 1999
�� ! HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Salaries and other emoluments 12,925 5,929
Performance-related bonuses 24,516 25,169
Pension contributions 686 439

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

38,127 31,537

The remuneration of the five top-paid employees are within the following bands:

2000 1999
�� ! Number of �� ! Number of

employees employees
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� HK$
2,500,001 � 3,000,000 2 2
4,500,001 � 5,000,000 � 2
5,500,001 � 6,000,000 2 �

17,000,001 � 17,500,000 � 1
21,000,001 � 21,500,000 1 �

1 4 . C a s h  a n d  S h o r t - t e r m  F u n d s

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� ! HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Cash and balances
with banks and
other financial
institutions 1,449,002 2,014,060 1,218,983 1,853,772

Money at call and
short notice 40,992,098 31,295,317 33,920,612 29,997,560

Treasury bills 3,599,664 5,094,782 3,463,934 4,985,697
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

46,040,764 38,404,159 38,603,529 36,837,029

1 5 . I n v e s t m e n t s  i n  S e c u r i t i e s

(a) Other investments in securities

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� ! HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Listed
- in Hong Kong

equity securities 443,557 207,618 406,994 168,283
debt securities 44,817 63,398 20,370 19,890

- outside Hong Kong
equity securities 165,480 177,058 137,476 149,346
debt securities 611,395 365,746 553,742 307,664

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

1,265,249 813,820 1,118,582 645,183
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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�� ! Notes on the Accounts

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� !HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Unlisted
- equity securities 21,712 22,171 12,562 12,835
- debt securities 1,503,130 1,620,349 1,487,826 1,583,725

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

1,524,842 1,642,520 1,500,388 1,596,560
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,790,091 2,456,340 2,618,970 2,241,743

Market value of listed
securities
- equity securities 609,037 384,676 544,470 317,629
- debt securities 656,212 429,144 574,112 327,554

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

1,265,249 813,820 1,118,582 645,183

Issued by:
- Central governments

and central banks 184,035 46,465 168,393 30,648
- Public sector entities 286,199 610,390 279,484 598,877
- Banks and other

financial institutions 559,838 530,568 511,148 461,668
- Corporate entities 1,705,763 1,203,716 1,624,947 1,105,281
- Others 54,256 65,201 34,998 45,269

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,790,091 2,456,340 2,618,970 2,241,743

(b) Held-to-maturity debt securities

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� !HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Listed
- in Hong Kong 91,262 � � �

- outside Hong Kong 1,132,577 672,123 761,446 379,829
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

1,223,839 672,123 761,446 379,829
Unlisted 1,578,265 910,956 526,896 540,417

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,802,104 1,583,079 1,288,342 920,246

Market value of
listed securities 1,178,439 594,502 725,789 320,091

Issued by:
- Central governments

and central banks 33,830 15,542 18,237 15,542
- Public sector entities � 40,279 � �

- Banks and other
financial institutions 1,450,284 575,939 701,621 428,375

- Corporate entities 1,317,990 951,319 568,484 476,329
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,802,104 1,583,079 1,288,342 920,246
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�� ! Notes on the Accounts

(c) Investment securities

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� ! HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Unlisted
- equity securities 165,492 167,885 132,044 134,082
- debt securities 17,401 16,511 6,180 5,530

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

182,893 184,396 138,224 139,612

Issued by:
- Central governments

 and central banks 8,112 8,082 � �

- Corporate entities 121,008 121,468 85,511 85,665
- Others 53,773 54,846 52,713 53,947

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

182,893 184,396 138,224 139,612

1 6 . A d v a n c e s  a n d  O t h e r  A c c o u n t s  l e s s  P r o v i s i o n s

(a) Advances to customers and other accounts

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� ! HK$’000 �� ! HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Advances to customers 103,993,959 84,073,858 81,530,803 77,350,815
Advances to banks and

other financial
institutions 510,625 830,485 510,625 830,485

Accrued interest and
other accounts 3,058,343 3,691,745 3,751,594 4,586,088

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

107,562,927 88,596,088 85,793,022 82,767,388

Less : Provisions for bad
 and doubtful debts

 - Specific 671,226 2,398,805 520,695 2,205,796
 - General 1,270,573 1,199,573 953,710 1,096,110

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

105,621,128 84,997,710 84,318,617 79,465,482
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�� ! Notes on the Accounts

(b) Provisions against advances and other accounts for 2000

�� The Group
�� !"#$%& �� !"#$ �� �� ! *
Advances to customers Suspended

and other accounts Trade bills and others Total Interest *
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� Specific �� General �� Specific �� General �� Specific �� General
�� ! �� ! �� ! �� ! �� ! �� ! �� !
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 1st January 2,398,805 1,199,573 4,513 3,981 2,403,318 1,203,554 539,759
Charge to profit

and loss account 597,155 108,512 581 538 597,736 109,050 �

Amounts written off (2,535,331) (56,414) (5,111) � (2,540,442) (56,414) (356,361)
Recovery of advances

written off in
previous years � 1,957 � � � 1,957 �

Interest suspended
during the year � � � � � � 598,245

Suspended interest
recovered � � � � � � (194,832)

Additions through
acquisition of
subsidiaries 61,998 176,763 � 342 61,998 177,105 156,403

Other movements 149,584 (156,410) � � 149,584 (156,410) �

Exchange adjustments (985) (3,408) 17 (74) (968) (3,482) (2,175)
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 31st December 671,226 1,270,573 � 4,787 671,226 1,275,360 741,039

�� The Bank
�� !"#$%& �� !"#$ �� �� ! *
Advances to customers Suspended

and other accounts Trade bills and others Total Interest *
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� Specific �� General �� Specific �� General �� Specific �� General
�� ! �� ! �� ! �� ! �� ! �� ! �� !
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 1st January 2,205,796 1,096,110 4,513 3,981 2,210,309 1,100,091 499,347
Charge to profit

and loss account 553,812 78,545 581 538 554,393 79,083 �

Amounts written off (2,388,211) (56,414) (5,111) � (2,393,322) (56,414) (320,940)
Recovery of advances

written off in
previous years � 1,957 � � � 1,957 �

Interest suspended
during the year � � � � � � 563,810

Suspended interest
recovered � � � � � � (183,519)

Other movements 149,682 (163,311) � � 149,682 (163,311) �

Exchange adjustments (384) (3,177) 17 (74) (367) (3,251) (2,021)
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 31st December 520,695 953,710 � 4,445 520,695 958,155 556,677
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(� c o n t i n u e d )

�� ! Notes on the Accounts

(b) Provisions against advances and other accounts for 1999

�� The Group
�� !"#$%& �� !"#$ �� �� ! *

Advances to customers Suspended
and other accounts Trade bills and others Total Interest *

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� Specific ��General �� Specific ��General �� Specific ��General
�� ! �� ! �� ! �� ! �� ! �� ! �� !
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 1st January 743,676 897,440 � 8,611 743,676 906,051 235,971
Charge to profit and

loss account 1,856,658 344,068 4,519 (4,632) 1,861,177 339,436 �

Amounts written off (202,315) (41,755 ) � � (202,315) (41,755) (99,807)
Recovery of advances

written off in
previous years � 4,093 � � � 4,093 �

Interest suspended
during the year � � � � � � 604,391

Suspended interest
recovered � � � � � � (199,821)

Other movements 3,175 (4,701) � � 3,175 (4,701) (1,172)
Exchange adjustments (2,389) 428 (6) 2 (2,395) 430 197

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 31st December 2,398,805 1,199,573 4,513 3,981 2,403,318 1,203,554 539,759

�� The Bank
�� !"#$%& �� !"#$ �� �� ! *

Advances to customers Suspended
and other accounts Trade bills and others Total Interest *

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

�� Specific ��General �� Specific ��General �� Specific ��General
�� ! �� ! �� ! �� ! �� ! �� ! �� !
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 1st January 659,313 795,742 � 8,611 659,313 804,353 214,535
Charge to profit

and loss account 1,692,762 338,263 4,519 (4,632) 1,697,281 333,631 �

Amounts written off (141,381) (41,755 ) � � (141,381) (41,755) (83,882)
Recovery of advances

written off in
previous years � 4,093 � � � 4,093 �

Interest suspended
during the year � � � � � � 555,715

Suspended interest
recovered � � � � � � (185,971)

Other movements (1,527) � � � (1,527) � (1,172)
Exchange adjustments (3,371) (233 ) (6) 2 (3,377) (231) 122

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

At 31st December 2,205,796 1,096,110 4,513 3,981 2,210,309 1,100,091 499,347

* Relating only to Advances to customers and other accounts.
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(� c o n t i n u e d )

�� ! Notes on the Accounts

(c) Advances on which interest is being placed in suspense or on which interest
accrual has ceased

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� !HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Gross advances to
customers 3,745,208 6,700,782 3,345,388 6,297,209

As percentage of
total advances to
customers 3.60% 7.97% 4.10% 8.14%

Specific provisions 550,197 2,298,040 484,926 2,175,982
Suspended interest 741,039 539,060 556,677 498,860

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 as at 31st December,
2000  or  31st December, 1999,  nor were there any specific provisions made for
them on these two days.

1 7 . A d v a n c e s  t o  C u s t o m e r s

Advances to customers include equipment leased under finance leases and  hire
purchase contracts having the characteristics of finance leases :

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� !HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Amounts receivable:
Finance leases 162,259 94,285 � �

Hire purchase 2,809,927 350,530 � �

contracts
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

2,972,186 444,815 � �

The cost of  assets acquired by  the  Group for the  purpose of  letting under finance
leases and  hire  purchase contracts amounted to HK$291,937,000
(1999 - HK$260,859,000) and HK$4,027,443,000 (1999 - HK$860,987,000)
respectively.

1 8 . I n v e s t m e n t s  i n  S u b s i d i a r i e s  a n d  A s s o c i a t e s

�� The Group �� The Bank
2000 1999 2000 1999

�� !HK$’000 �� !HK$’000 �� !HK$’000 �� !HK$’000
○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Subsidiaries
Listed shares, at cost � � 3,730,798 �

Unlisted shares, at
�cost less provision � � 2,990,927 2,852,789

Associates
Unlisted shares, at
�cost less amounts
�written off and
�provision 507,036 443,563 210,155 260,240

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

507,036 443,563 6,931,880 3,113,029
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