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EFEEHE » REPORT OF THE DIRECTORS

The Directors of Industrial and Commercial Bank of China (Asia) Limited (the “Bank”,
formerly known as Union Bank of Hong Kong Limited) have pleasure in submitting
their annual report together with the audited accounts of the Bank and the Group
for the year ended 31st December 2000.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS
The principal activities of the Bank are the provision of banking, financial and
other related services. The principal activities of the subsidiaries are shown in
Note 23 to the accounts.

An analysis of the Group’s net interest income and contribution to operating profit
for the year by principal activities and markets is set out in the section headed
Supplementary Financial Information.

CHANGE OF NAME

The Bank has by a special resolution passed on 7th August 2000 resolved to
change its name from Union Bank of Hong Kong Limited to Industrial and
Commercial Bank of China (Asia) Limited. The name of the Bank was formally
changed with effect from 21st August 2000.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December 2000 are set out in the

consolidated profit and loss account on page 56.

The Directors recommend the payment of a final dividend of 13 HK cents per
share, totalling HK$58,613,000.

DONATIONS

During the year, the Group made charitable and other donations amounting to
HK$25,000.

FIXED ASSETS

Details of the movements in fixed assets of the Group and of the Bank are set out

in Note 24 to the accounts.
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RESERVES

Movements in the reserves of the Group and of the Bank during the year are set

out in Note 31 to the accounts.

DISTRIBUTABLE RESERVES

Distributable reserves of the Bank at 31st December 2000, calculated under section
79B of the Hong Kong Companies Ordinance, amounted to HK$360,628,000

(1999: HK$251,535,000).

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last

five financial years is set out below.

2000 1999 1998 1997 1996

THER TBT TR TRET TBT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
150,063 (545,010) 32,957 340,932 270,422
20,656,987 19,158,247 21,464,943 21,435,918 16,555,203
18,132,287 16,728,550 19,048,902 19,028,907 14,952,439
2,524,700 2,429,697 2,416,041 2,407,011 1,602,764
20,656,987 19,158,247 21,464,943 21,435,918 16,555,203

PURCHASES, SALE OR REDEMPTION OF SHARES

The Bank has not redeemed any of its shares during the year. Neither the Bank

nor any of its subsidiaries has purchased or sold any of the Bank’s shares during

the year.
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SHARE CAPITAL

Details of movements in share capital of the Bank are set out in Note 30 to the

accounts.
DIRECTORS
The Directors of the Bank during the year were:

Mr Chan Chi Keung, Chris (Managing Director and Chief Executive)
Mr Kiu Wai Ming
Dr Jiang lJianging (Chairman)
(appointed on 30th June 2000)
Dr Li Lihui (Vice-Chairman)
(appointed on 30th June 2000)
Mr Zhang lJianguo
(appointed on 30th June 2000)
Mr Zhu Qi
(appointed on 3rd June 2000)
Ms Zhao Jingfen
(appointed on 3rd June 2000)
Professor Wong Yue Chim, Richard, S.B.S. JP*
(appointed on 6th July 2000)
Mr Fung, Daniel Richard, SC *
(appointed on 28th July 2000)
Mr Tsui Yiu Wa, Alec *
(appointed on 22nd August 2000)
Dr Fu Yu Ning (Chairman)
(resigned on 6th July 2000)
Dr Huang Dazhan
(resigned on 6th July 2000)
Mr Leung Yat Chue
(resigned on 6th July 2000)
Dr Yu Sun Say, S.B.S., JP*
(resigned on 6th July 2000)
Mr Yu Kwok Chun, S.B.S., JP *
(resigned on 6th July 2000)
Mr Wu King Cheong *
(resigned on 6th July 2000)

* Independent Non-Executive Directors
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DIRECTORS (Cont’d)

In accordance with Articles 94(1) and 94(2) of the Bank’s Articles of Association,
Dr Jiang Jianging, Mr Zhu Qi and Ms Zhao lJingfen retire by rotation at the
forthcoming annual general meeting and, being eligible, offer themselves for re-

election.

Professor Wong Yue Chim, Richard, S.B.S, JP, Mr Fung, Daniel Richard, SC and
Mr Tsui Yiu Wa, Alec were appointed as Independent Non-Executive Directors on
6th July 2000, 28th July 2000 and 22nd August 2000 respectively to replace the
three Independent Non-Executive Directors who had resigned on 6th July 2000.
The terms of their appointments will expire when they are required to retire by
rotation in accordance with Articles 94(1) and 94(2) of the Bank’s Articles of

Association.

DIRECTORS” SERVICE CONTRACTS

Mr Chan Chi Keung, Chris and Mr Kiu Wai Ming have service contracts with the
Bank. The initial term of the contract with Mr Chan Chi Keung, Chris is for a
period of three years commencing from 1st July 1999. Thereafter this contract will
continue indefinitely until terminated by either party giving not less than four months’
written notice by the Bank or six months’ written notice by Mr Chan Chi Keung,
Chris, provided that no such termination could be initiated by either parties for

thirty months commencing from 1st July 1999.

The service contract with Mr Kiu Wai Ming is for an indefinite term commencing
from 1st July 1999 until terminated by either party giving not less than three

months’ written notice.

Save as disclosed above, none of the Directors who are proposed for re-election
at the forthcoming annual general meeting has a service contract with the Bank
which is not determinable within one year without payment of compensation,

other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which the Bank
or any of its holding companies, subsidiaries, or fellow subsidiaries was a party
and in which a director of the Bank had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.

CONNECTED TRANSACTIONS

During the year, the Group entered into a number of transactions which in the
opinion of the Directors constitute connected transactions under the Listing Rules.
The details of these transactions have been set out in Notes 5, 6, 29, 30(b)(ii)

and 33 to the accounts.

DIRECTORS’ INTEREST IN EQUITY OR DEBT SECURITIES

At 31st December 2000, the interests of the Directors and Chief Executive in the
shares, warrants and options of the Bank and its associated corporations (within
the meaning of the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”)),
as recorded in the register maintained by the Bank under Section 29 of the SDI

Ordinance or as notified to the Bank were as follows:

ATERAE2 BT 2EER Ordinary shares of HK$2 each in the Bank
Sk 4=
Number of shares
B ARz &t
Personal interests Total
BRAER LA Mr Chan Chi Keung, Chris 150,000 150,000
BHRALAE Mr Kiu Wai Ming 150,000 150,000
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DIRECTORS’ INTEREST IN EQUITY OR DEBT SECURITIES (Cont’d)

Directors’ rights to acquire shares

Details of the movements in the share options held by Directors during the year

and the balance outstanding as at 31st December 2000 were as follows:

BRE
Options
R=-BEEF
2/ B#8#H t+t=A=+-H
As at
Granted Cancelled 31/12/2000
PR 8 5 A Mr Chan Chi Keung, Chris 2,000,000 (2,000,000) —
SHBEE Mr Kiu Wai Ming 1,500,000 (1,500,000) —

BREDA-_ZETE - -+HARBEATE
A REBRENER TRERLERBHPL
- ARZEE-F_AZTHAREZTRF
Z AT E B85 R AR472,000,0000% &
1,500,000 10 1T ERTK5.408% T
(TR - BRAARSEARBEEZHET
AR ([ IR ) B AR TARERMEAR
DRARKRIFBETR_TTTFE A - ARER
BERLzEKEERRS KBRS  ZTER
BEERZZZTF+ AT N\BBMERTH -

B EXBEEIN AT ZSMBRR - ZFRE
BB Rl sk H AR A R R s R B AT 2
ML FEATESUTRRBEATHEFE
EANBRZ RO HESNER -
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The share options granted on 25th February 2000 to Mr Chan Chi Keung, Chris
and Mr Kiu Wai Ming under the existing employee share option scheme of the
Bank, to subscribe up to 2,000,000 shares and 1,500,000 shares respectively in
the Bank and exercisable in stages during the period from 25th February 2001 to
24th February 2006 at an exercise price of HK$5.408 per share in the Bank (the
“Options”) were renunciated and cancelled on 18th July 2000 upon Mr Chan’s
and Mr Kiu’s acceptance of the conditional voluntary cash offer for the Options
made by ICEA Capital Limited, a subsidiary of Industrial and Commercial Bank of
China (“ICBC”), on behalf of ICBC on 2nd June 2000.

Save as disclosed above, at no time during the year was the Bank, its subsidiaries,
its fellow subsidiaries or its holding companies a party to any arrangement to
enable the Directors of the Bank to acquire benefits by means of the acquisition of

shares in, or debentures of, the Bank or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained under section 16(1) of the SDI
Ordinance shows that as at 31st December 2000, the Bank had been notified of
the following substantial shareholder’s interests, being 10% or more of the Bank’s
issued share capital. These interests are in addition to those disclosed above in

respect of the Directors and Chief Executive.

EBEREA
Name of shareholder Number of ordinary shares

Industrial and Commercial Bank of China 318,042,029

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any
substantial part of the business of the Bank were entered into or existed during the

year.

MAJOR CUSTOMERS

During the year, the five largest customers of the Group accounted for less than

30% of the total of interest income and other operating income of the Group.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING
RULES

In the opinion of the Directors, the Group has complied with the Code of Best
Practice as set out in the Listing Rules throughout the year, except that the Non-
Executive Directors and the Independent Non-Executive Directors are not appointed
for specific terms but are subject to retirement by rotation and re-election at annual

general meeting in accordance with the Bank’s Articles of Association.
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COMPLIANCE WITH THE GUIDELINE ON “FINANCIAL DISCLOSURE
BY LOCALLY INCORPORATED AUTHORIZED INSTITUTIONS”

The Bank has fully complied with the requirements set out in the guideline on
“Financial Disclosure by Locally Incorporated Authorized Institutions” issued by

the Monetary Authority in December 2000.

AUDIT COMMITTEE

The written terms of reference which describe the authority and duties of the Audit
Committee were prepared and adopted with reference to “A Guide for The
Formation of An Audit Committee” published by the Hong Kong Society of

Accountants in December 1997.

The Audit Committee provides an important link between the Board and the Bank’s
auditors in matters coming within the scope of the Group audit. It also reviews the
effectiveness both of the external and internal audit and of internal controls and
risk evaluation. Following the resignation of Dr. Huang Dazhan, Dr Yu Sun Say,
S.B.S., P, Mr Yu Kwok Chun, S.B.S., JP and Mr Wu King Cheong on 6th July
2000, the old Committee was dissolved. A new Committee comprising Mr Zhu
Qi, Non-Executive Director and the three Independent Non-Executive Directors,
namely Professor Wong Yue Chim, Richard, S.B.S., JP, Mr Fung, Daniel Richard,
SC and Mr Tsui Yiu Wa, Alec appointed in the year was formed. Two meetings
were held by the old and the new Committees respectively during the current

financial year.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Set out below is information disclosed pursuant to paragraph 8.10(2) of the Listing

Rules:—

Mr Zhu Qi is the General Manager of ICBC, Hong Kong Branch and the Chairman
of Industrial and Commercial International Capital Limited. The commercial banking

activities of the Branch constitutes a competing business to the Group.
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AUDITORS
The accounts have been audited by PricewaterhouseCoopers who retire and, being

eligible, offer themselves for re-appointment.

Ernst & Young were auditors of the Bank for the three years ended 31st December
1999 who resigned on 10th August 2000. Since their resignation,

PricewaterhouseCoopers have been appointed as auditors of the Bank.

On Behalf of the Board
Dr Jiang Jianging

Chairman

Hong Kong, 27th February 2001
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