NOTES TO THE ACCOUNTS
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1.

Basis of preparation

The disclosure of financial information in this interim report is made in accordance
with the requirements of the Main Board Listing Rules of The Stock Exchange of
Hong Kong Limited and Statement of Standard Accounting Practice (“SSAP”) 2.125
“Interim financial reporting” issued by the Hong Kong Society of Accountants,
except that comparative figures for the consolidated cash flow statement have
not been prepared as the Company has elected to take advantage of the transitional
provision available under paragraph 37.3 of Appendix 16 to the Main Board Listing
Rules.

The financial information relating to the six-month period ended 30 June 2001
contained in this interim report is unaudited and does not constitute statutory
accounts. In particular, the notes to the accounts presented in this interim report
are condensed from those that are normally required to be included in statutory
accounts. The financial information relating to the year ended 31 December 2000
included as comparative figures in this interim report is extracted from the
Company'’s statutory accounts as adjusted to reflect the adjustments referred to
in the following paragraph. PricewaterhouseCoopers, the auditors of the Company,
have expressed an unqualified opinion on those statutory accounts in their report
dated 22 February 2001.

A number of new or revised SSAPs issued by the Hong Kong Society of Accountants
become effective for the first time starting from 1 January 2001. Other than the
necessary changes in accounting policies or practices in order to comply with the
requirements of the revised SSAP 2.109 “Events after the balance sheet date” as
detailed in note 14, the same principal accounting policies as those adopted in
the preparation of the Company’s 2000 annual audited accounts have been
applied in preparing the unaudited financial information for the six-month period
ended 30 June 2001 contained in this interim report.
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NOTES TO THE ACCOUNTS

2. FEMERA

. Non-interest income

FERT
HK$°000

BEZAA=tHL
AMEA
Six-month period
ended 30 June

2001 2000
(RBER) (REEERZ)
(unaudited)  (unaudited)

HE—FEE N (EEEE
ASRBRERAF])
K& 2R
BEEERSNEEMBRAR LT
Bin RS 2 RE R

Profit on diposal of investment in an

associate (CRC Protective Life Insurance

Company Limited) - 160,923
Unrealised gain arising from revaluation of

listed shares of The Hong Kong Exchanges

and Clearing Limited - 54,048

HAIEM B A

- 214,971

Other non-interest income:

RIEE LA BAFE Net fees and commission income 53,754 62,824
SVEEE 2 F W a Net gain on foreign exchange trading 4,650 6,581
HMiREFEFEFR LR Realised and unrealised gain/(loss) on
B2 W (B518) other investments in securities 9,667 (402)
HwEE RS FER Net loss from other dealing activities (434) (1,305)
[ECON Dividend income
o FRE + Listed investments 2,301 -
o FEMRE +  Unlisted investments - 1
REMZE 2 HeHERA Gross rental income from investment
properties 2,637 2,678
FREME L EE Rental income less outgoings
WA BB from non-investment properties 300 141
BRBRITZEELE Profit on repurchase of subordinated
FREE RN floating rate notes issued 860 7,309
HE—RHMEARRE EER Loss on disposal of investment
in a subsidiary - (3,983)
Hito Others 27,605 19,482
101,340 93,326
101,340 308,297
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LT E 1600 (Z 2T F: 16%) 1E
W2 B INGEFI 2 B8 Th IR R E A
Bt R AR IR A E B ERCE AT
ERR BRI ETE -

BRaBRaRNR I HAESEA:

3. EEXH 3. Operating expenses
BZAA=tHL
AMEA
Six-month period
ended 30 June
2001 2000
FHET (REER) (REE&ER)
HK$000 (unaudited)  (unaudited)
BEEMA: Staff costs:

o o REAMMA + Salaries and other costs 105,293 96,200
o RIKBFIA + Retirement benefit costs 8,169 6,887

EFREMETEE: Premises and other fixed assets:
o BFHS + Rental of premises 15,042 10,967
o Hfty + Others 14,474 14,307
o HTE + Depreciation 23,598 18,754
ZEENEN S Auditors’ remuneration 1,994 1,819
Hit Others 44,708 40,280
213,278 189,214

. BE| . Taxation

BANERIERA ARG RS Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the

estimated assessable profit for the period. Taxation on overseas profits has been
calculated on the estimated assessable profits for the period at the rates of taxation
prevailing in the countries in which the Group operates.

The amount of taxation charged to the consolidated profit and loss account
represents:

BEXA=tAHL
A~MEA
Six-month period
ended 30 June

2001 2000

FEx (REER) (REEERZ)

HK$'000 (unaudited)  (unaudited)
ARRREMBAR: The Company and its subsidiaries:

o HENEHR + Hong Kong profits tax 6,234 5,587

o BIMHIR + Overseas taxation 28 45

HARHE Taxation charge for the period 6,262 5,632

WEEMARELER 2 ERNBEET
HEAE.

There are no significant potential deferred taxation liabilities for which provision
has not been made.
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RZBZ—FEXA=1tH% B¢
EI/JE@ZI_{E i/\ﬂ +E|JJ:/\
@Az HREFR50EMW (=
TTF:1.75%81l) - BE20,273, ooo
BT (CETT:23,652,000/87T) °
BR_EE—FNA=+— Elmé%
RZZEZ—FNATMBRINER
MR E 2 R R

REARIEM T 14FT8 B BEIRAR S
RARET gt h ZERHRK
BUEIANR_ZET—FA=1H
ZEfE

. BREF

SREAIBEEE-ST—FA
=t+HERNERZBREEMN G
123,180,000 L (ZEEZ &
268,233,000/ 7T) 5T &

FREARBRDREHAE ETRG
Z IREFE1,351,537,00008 (=&
TEE:1,349,962,0000%) st & T &
SR B IR E BEEERN
ZHEELARE REHANEET
B dn 2 ¥ 251,351,706,0008%
(ZZZETF:1,351,686,0000%) 5t
:E:o

LM ERGEBRERRN R E
BEE R BN 2 MEFHRMHEE 2
ZR2 ARG E R ATTERRE
BEREEMAZRTZRNHAIEE

e

5. Dividend

Subsequent to 30 June 2001, the Directors declared an interim dividend of HK1.50
cents (2000: HK1.75 cents) per share amounting to HK$20,273,000 (2000:
HK$23,652,000) for the six-month period ended 30 June 2001, which will be
payable on 21 September 2001 to the shareholders whose names appear on
the Company's Register of Members on 14 September 2001.

Such interim dividends have not been accrued as a liability as at 30 June 2001
pursuant to the revised accounting treatment adopted in respect of proposed
dividends as set out in note 14 of these accounts.

. Earnings per share

The calculation of earnings per share is based on the profit attributable to
shareholders of HK$123,180,000 for the six-month period ended 30 June 2001
(2000: HK$268,233,000).

For the basic earnings per share, the calculation is based on the weighted average
number of 1,351,537,000 shares (2000: 1,349,962,000 shares) in issue during
the period, while for the diluted earnings per share, the calculation is based on
the weighted average number of 1,351,706,000 shares (2000: 1,351,686,000
shares) in issue during the period after adjusting for the effects of all dilutive
potential shares.

The difference between the above two figures of weighted average number of
shares used in the calculation of basic and diluted earnings per share is attributable
to the deemed issue of shares upon the exercise of all outstanding share options.
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7. BEeREHES 7. Cash and short-term funds
ZEE-f ZTITTF
AA=+H tZA=1+—H
30 June 31 December
2001 2000
FEx (REER) (&%)
HK$'000 (unaudited) (audited)
RIT R E A B IR Cash and balances with banks
ZBE R and other financial institutions 220,756 204,544
BEA K 55 B AN 0 Money at call and short notice 5,673,530 7,881,709
BEZE (BENEESER) Treasury bills (including Exchange Fund Bills) 579,166 653,599
6,473,452 8,739,852
FERERE (BEINEEERIR) 19 All treasury bills (including Exchange Fund Bills) are unlisted and are intended to
FEm BRBERHA -RERER be held to maturity. In accordance with the Group's accounting policies, they are
RASB G RRZ R ERLHEHE stated at amortised cost.
B AR B B o
8. HAZENRE 8. Certificates of deposit held
ZEE-f ZTITTF
RA=t+H tZA=1+—H
30 June 31 December
2001 2000
FEx (REER) (&%)
HK$000 (unaudited) (audited)
REIHH 2B H 2B HRA: Held-to-maturity securities, at amortised cost:
o EEE LM « Listed in Hong Kong 54,605 -
o EET + Unlisted 644,299 606,512
698,904 606,512
REZLMERB2ME Market value of listed certificates
of deposit held 54,574 -
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9. HittREES 9. Other investments in securities
—EE-F —ETTF
AA=+tH tZA=+—H
30 June 31 December
2001 2000
FET (REEER) (&%)
HK$'000 (unaudited) (audited)
BES A FE: Debt securities, at fair value:
o EEHBLUSN T + Listed outside Hong Kong 3,549 18,386
o EFT + Unlisted 28,820 15,801
32,369 34,187
RE 2 ATE: Equity securities, at fair value:
o EEE L™ + Listed in Hong Kong 43,377 40,693
o EEHBLUSN T + Listed outside Hong Kong 1,018 1,237
44,395 41,930
o EET + Unlisted 123,720 123,720
168,115 165,650
KEEE 2 ATE: Investment funds, at fair value:
o EFT + Unlisted 35,204 35,198
235,688 235,035
RSB SH < BITHRENT: The issuers of the debt securities
are as follows:
o RITREMESFEE + Bank and other financial institutions 1,504 8,013
o E + Corporate entities 30,865 26,174
32,369 34,187
IREZ BEITHBLIT - The issuers of the equity securities
are as follows:
o RITREMERKE + Banks and other financial institutions 123,697 123,697
o E + Corporate entities 44,418 41,953
168,115 165,650
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10. FEHMECESRRERS

10.Held-to-maturity securities and investment securities

T

—BREF

—R=T=

AB=+H +t-A=+—¢H

30 June 31 December

2001 2000
FET (RBER) (&%)
HK$'000 (unaudited) (audited)
REIHMAZES: Held-to-maturity securities:
BIEE 2 S HIE R A Debt securities, at amortised cost:
s EEE LT « Listed in Hong Kong 80,065 80,094
o EEBLAINETH « Listed outside Hong Kong 106,457 106,876
o JEET + Unlisted 142,024 140,433
328,546 327,403
B Provision for diminution in value (35,137) (32,008)
293,409 295,395
RERZF Investment securities:
B 2 R AE: Debt securities, at cost:
o JFET + Unlisted 11,590 10,690
PR 2 X ANE : Equity securities, at cost:
o JELETH + Unlisted 14,242 14,253
25,832 24,943
319,241 320,338
EhkEZmE: Market value of listed investments:
RZEIHEZFE Held-to-maturity securities:
o BEI5E + Debt securities 157,229 158,604
BEIHE 2 EF 2 BITHE Held-to-maturity securities are analysed
ST by issuer as follows:
EVr T Debt securities:
o RRBUTRAPRIRT + Central governments
and central banks 110,731 110,760
o RITREMEFIE + Banks and other financial
institutions - 7,741
o IE « Corporate entities 216,206 207,245
o Hfh « Others 1,609 1,657
328,546 327,403
REBHFLETRBEITIT: Investment securities are analysed
by issuer as follows:
& f%m%- Debt securities:
eRES « Club debentures 11,590 10,690
e Equity securities:
o Hit « Others 14,242 14,253
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M. EFBIREMERBECER & 11.Advances to customers, banks and other financial institutions, trade

SEERHEMRE bills and other accounts
—EE-F —EETF
~NA=+H T-A=+—8H
30 June 31 December
2001 2000
FET (REBER) (EE%)
HK$'000 (unaudited) (audited)
BEFEN Advances to customers 13,421,310 13,248,632
RIERAES: Provision for bad and doubtful debts:
o —R + General (155,839) (179,291)
o IR + Specific (262,494) (290,161)
13,002,977 12,779,180
RITREMSREE L ER Advances to banks and other financial
institutions 16,709 16,707
EOES: Trade bills 132,722 151,736
RIERAES: Provision for bad and doubtful debts:
s — R + General (510) (506)
o IR * Specific - (137)
132,212 151,093
HARIR Other accounts 137,405 218,501
RER%EME: Provision for bad and doubtful debts:
o IR * Specific (535) (535)
136,870 217,966
FEETHILE Accrued interest 86,221 133,986
RER%EME: Provision for bad and doubtful debts:
o IR + Specific - (40,603)
86,221 93,383

13,374,989 13,258,329
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M EFEBTREGEREBCEN &
SRBERHEMRE (&)

TREFENSRALTRASE L
ZFMEZERRE (ARG
/%\) ZZD—F :

11.Advances to customers, banks and other financial institutions, trade

bills and other accounts (continued)

Non-performing loans, which represent the gross amount of advances net of
suspended interest, on which interest has been placed in suspense or has ceased
to accrue, are as follows:

—EE-F —EETF
~A=+A +-A=+—H
30 June 31 December

2001 2000

FET (REER) (&%)
HK$000 (unaudited) (audited)
BEEN B Gross advances to customers 931,985 1,204,109
Rk Specific provisions (251,170) (277,348)
680,815 926,761

BERZ TREX Secured non-performing loans 485,931 694,877
BEMIARER Unsecured non-performing loans 446,054 509,232
931,985 1,204,109

TREFTEEFETER Percentage of non-performing loans

ZAnt to total advances to customers 6.94% 9.09%
FTis A me mE Market value of collateral held 511,446 733,555

R-BE—FA=THAR_ZTZ
F+-A=+—"H £FRITREM
CREELERPIETRER

BRERCZRAMER CERMmZ
BEMEL-

At 30 June 2001 and 31 December 2000, there were no non-performing loans
in respect of advances to banks and other financial institutions.

The specific provisions were made after taking into account the value of collateral
in respect of such advances.
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12. REBEREZED 12.Movements in provisions for bad and doubtful debts

BE-ZZ-§XA=1+HLKMEA
Six-month period ended 30 June 2001

(RBE®)
(unaudited)
KRR —REE HERE )
FET Specific General #% Suspended
HK3$°000 provision  provision Total interest
—ET—4%—H—H At 1 January 2001 331,436 179,797 511,233 312,719
RERRAER Charge to profit
and loss account 61,231 1,026 62,257 -
R Transfers 24,474 (24,474) = =
MsHTIR Amounts written off (154,112) - (154,112) (37,164)
HANE RS Interest suspended
during the period - - - 20,310
Y Bl RIS Suspended interest
recovered - - - (20,719)
—EE-F5A=1H At 30 June 2001 263,029 156,349 419,378 275,146
RAE Attributable to:
s XFEX + Advances to customers 262,494 155,839 418,333
s E5FE + Trade bills - 510 510
o EfthfRIA « Other accounts 535 - 535
263,029 156,349 419,378
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12. RERERE 22T (&) 12. Movements in provisions for bad and doubtful debts (continued)

BE_ZZZEF+_-_A=1+—HLEFE
Year ended 31 December 2000

(BRER)
(audited)
WHRER —REH HIEREN
FET Specific General #% Suspended
HK$000 provision  provision Total interest
—ETTEF—F—H At 1 January 2000 532,724 174,887 707,611 207,659
i b A Charge to profit and loss account 211,994 49,699 261,693 =
B Transfers 77,170 (77,170) = =
WE—-mHBRR,EX Amount arising on acquisition
HEFEE 2 FIE of a subsidiary/loan portfolio 6,024 46,155 52,179 3,952
Wel 7 F s 2 E 3R Recoveries of advances written off
in previous years - 5,444 5,444 -
WEH I Amounts written off (487,953) (16,857)  (504,810) (71,892)
HE B Amount excluded due
GiEitls el to disposal of a subsidiary (8,523) (2,361) (10,884) (3,952)
FNELHE Interest suspended during the year - - - 199,396
Y B RIS Suspended interest recovered - - - (22,444)
“TTTFF_A=1+—H At 31 December 2000 331,436 179,797 511,233 312,719
RE: Attributable to:
s XPEM + Advances to customers 290,161 179,291 469,452
s BHER « Trade bills 137 506 643
o HAnARIA + Other accounts 535 = 535
o FEEFE + Accrued interest 40,603 = 40,603
331,436 179,797 511,233
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13. TEEEREBZIHER 13. Maturity profile of major assets and liabilities

ZEE-FXA=1H
As at 30 June 2001
(REEH)
(unaudited)
SEANE —FHE
E-F Z0F
=R  1yearor 5 years
HEEE HUT  less but or less RENE

TEn Repayable 3 months over3  but over After5 EEHAH 2
HK$'000 on demand or less months 1 year years  Undated Total
EE Assets
EEZE (B Teasury bills (including

NEESRE) Exchange Fund Bills) - 267982 311,184 - - - 579,166
BeREMRESE  Cashand other shortterm

% funds 220,756 5,673,530 - - - - 5,894,286
FRETR Placements with banks

iRk and other financial
R—Z+=fA institutions maturing

WEH 2 R between 1 and 12 months - 460,349 190,500 - - - 650,849
RELENE Certificates of deposit held - 279576 129,984 289,344 - - 698,904
AR EES: Other investments in securities:

EHES debt securities - 15,860 5,272 39 - 11,198 32,369
HEEHMAZES:  Held-to-maturity securities:

EHES debt securities - 38,913 45678 201,382 11,602 30,971 328,546
REFH: Investment securities:

EBES debt securities - - - - - 11,590 11,590
RPEH Advances to customers 687,258 2,046,836 1,339,547 2,763,631 5,413,140 1,170,898 13,421,310
ROREMER  Advances to banks and

Kz ER other financial institutions 8,129 - - 8,580 = = 16,709

916,143 8,783,046 2,022,165 3,262,976 5,424,742 1,224,657 21,633,729

8% Liabilities
FTREM Deposits and balances

CRMEL of banks and other

FakEs financial institutions 267,012 39,602 1,560 - - - 308,174
—EEEE Loan from a

ZEH financial institution - 45,000 - - - - 45,000
EPZER Current, fixed, savings

THHER and other deposits

EthFat of customers 1,706,968 13,138,534 956,881 121 - - 15,803,594
BEZERE  Certificates of deposit issued - 201,901 418,000 990,607 - - 1,610,508
B%{77&E%  Subordinated floating rate

BIEEE notes issued - - - - 98,421 - 98,421

1,973,980 13,425,037 1,376,441 991,818 98,421 - 17,865,697
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13. TREEREEZIHER (&)

13.Maturity profile of major assets and liabilities (continued)

ZEEEE+-A=1-H
As at 31 December 2000
(BE%)
(audited)
SEANUL —FHE
E-F ZLf
=R  1yearor 5 years
HEEE HLT  less but or less BENE
TEn Repayable 3 months over3  but over After5 EEHAH 2
HK$'000 on demand or less months 1 year years  Undated Total
BE Assets
BEZE(BE  Treasury bills (including

MNEESER) Exchange Fund Bills) 99,697 99,032 454,870 - - - 653599
HeRHEMEE  Cash and other shortterm

&% funds 204544 7,881,709 - - - - 8086253
FREITR Placements with banks

ARkt and other financial

W=ZET=fR institutions maturing

RES R between 1 and 12 months - 783432 - - - - 783432
RELRTE Certificates of deposit held - 105980 385,997 114,535 = - 606,512
EtREES: Other investments in securities:

B%ES debt securities - 8,013 - 39 - 26,135 34,187
BEIEAZES:  Held-to-maturity securities:

EBES debt securities - 27.119 86,251 171,463 11,602 30,968 327403
REFH: Investment securities:

B%ES debt securities - - - - - 10,690 10,690
RFPER Advances to customers 1,352,049 1,244,653 932,805 2939414 5310346 1,469,365 13,248,632
RAREMER®  Advances to banks

WE L8 and other financial

institutions 8,128 - - 8,579 - - 16,707
1,664,418 10,149,938 1,859,923 3,234,030 5321948 1,537,158 23,767415
8f Liabilities
RITREM Deposits and balances

SRR of banks and other

R financial institutions 236,492 85,504 2,340 - - - 324336
—FHEREE Loan from a

ZEH financial institution - 45,000 - = = = 45,000
REZER: Current, fixed, savings

THHER and other deposits

Ao of customers 1,565,663 14,909,844 1,962,795 90 - - 18,438,392
BRI EHE  Certificates of deposit issued - - 619901 428989 - - 1,048,890
B¥{77EE%  Subordinated floating rate

EFERE notes issued - - - - 231716 - 231716

1,802,155 15,040,348 2,585,036 429,079 231,716 - 20,088,334
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I
14. f#E 14.Reserves
BZ-2Z-5£XA=tAHLKAER
Six-month period ended 30 June 2001
(REER)
(unaudited)
EXRE RE
REE Capital ARk ES R
FET Share  redemption Distributable  Exchange ot
HK$'000 premium reserve reserves reserve Total
e At 1 January 2001,

(EE25H) as previously reported
BB S 2 gat 2 Change in accounting 50,988 7,052 2,762,404 (11,400) 2,809,044

LEG treatment for proposed

dividends - - *84,471 - 84,471
—TT-F-Hf—H At 1 January 2001,

(E51) as restated 50,988 7,052 2,846,875 (11,400) 2,893,515
HAEF Profit for the period - - 123,180 = 123,180
BNERke—2EZ 2000 final dividend declared

EERERE during the period - - *(84,471) = (84,471)
Z22-5XA=1H At 30 June 2001 50,988 7,052 2,885,584 (11,400) 2,932,224
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14. % (&) 14.Reserves (continued)
BE-ERRET-A=T-ALFE
Year ended 31 December 2000
(k1)
(note 1)
EXROMRE
REE Nz Capital TRKEE B RE
TEn Share Capital redemption Distributable  Exchange me
HK$'000 premium reserve reserve reserves reserve Total
—ZT%45-F—H At 1 January 2000 47933 4,559 7,052 2,542,055 (10,601) 2,590,998
e —ANE AR Goodwill arising on acquisition
EEVHE of a subsidiary - - - (69,314) - (69314)
TEBRE Exercise of share options 3,055 - - - - 3,055
LE-FNBARN Release of reserve previously
EAEAFETAR capitalised upon disposal
a1 of a subsidiary - (4,559) = 4,559 = =
HE-FENEARN Goodwill written back on disposal
Bl of a subsidiary = = = 22,175 - 22,175
R-TRIMB ARz Goodwill written back on
BRTREENIER reclassification of remaining
iR &R R EA investment in a former subsidiary
LB to other investments in securities - - = 1,892 = 1,892
HE—FHEARN Goodwill written back on disposal
Bl of an associate - - - 7333 - 7333
LE-FNBARN Release of reserve upon disposal
%2 B of a subsidiary - - - - 3,300 3,300
ERREEE Exchange translation differences - - - - (4,099) (4,099)
EREA Profit for the year - - - 361,827 - 361,827
[ A=+
FRPHRE 2000 interim dividend declared - - - *(23,652) - (23652
“2FFE-A
=+-H At 31 December 2000 50,988 = 7,052 2,846,875 (11,400) 2,893,515
* HIEE—F-H-HE FEEK * With effect from 1 January 2001, the Group adopted the revised Statement of Standard
MEBEETATI A SR ZAET & 5T Accounting Practice (“SSAP”) 2.109 “Events after the balance sheet date” issued by
ERERE2 109K [ZEREME the Hong Kong Society of Accountants. This results in a change of accounting treatment
| IR iM% ERNEHORMR B 2 &5 i in respect of proposed dividends. Previously dividends proposed or declared after the
B GHNE B REHEA#E balance sheet date but before the related financial statements were authorised for
RERE B R ERETIZ T AR issue were recognised as a liability at the balance sheet date. Pursuant to the revised
KERZREREEHRERRE SSAP 2.109, such dividends will no longer be recognised as a liability until the time
B-REAETZETEBERE when they are actually being declared.
2.1091F ZER B EZEERE R
DERRRERE.
W B = 2 B W= AR This change in accounting treatment is applied retrospectively to the year ended
BE—ZTTTF+-_A=1—HIF 31 December 2000 and reflected in the comparative figures included in these accounts.
B URUFRBESEZ LB FFR The effect was to reduce the balance of “Other accounts and provisions” in the
M-HZERBKE —_TETFL A consolidated balance sheet as at 31 December 2000 by the amount of the proposed
=t HZHEAEERERT A final dividend for the year ended 31 December 2000 of HK$84,471,000, and to
BRI REWE ] 2 B erae S B8R increase the balance of “Distributable reserves” in the consolidated balance sheet
RBE-_FTTEFT-A=1—Hi and the Group's net assets as at 31 December 2000 by the same amount.

FE KR K HfRE84,471,000/&
TR FEFEFF=—_A=+—H
B BEBERT A5 RFE]Z
FEER R N5 (B BB F B A AE AR
5o
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NOTES TO THE ACCOUNTS

15. ERTZEBLAREIERE

ZEZBRERERR WARZZZE
FZA2HEE MBEE_TZ=
R FEARABITRER
(TLIBOR]) fn1.375 - i EL 14 4 &,
ALBORM3E -ZEZHBENEREF
ARG LEM YEERBLHER
B([£ER]) BRABRTEAEE
BE_ZZT-F-AZEARRHER
B 2 B pn & Ao

v

=
<
=
<
ES

o
\

B

AEBTREANBAEE RS R
B MRS EEREATRAEER
ARBLRETEDZ BRTERA
LEREORSRE-RE RERHE

RESERME HAEE-

BeERILER AEEREZE-Z
E—FRA=THIAERREDE
E17,200,000% T (HEZ=ZTZTF
+=-A=+—HI1-%:8100,000%
TU) 2R EER YR EE T A
R-ZE—E A=+ hmEr&EE
BIOMAEBEZZEEBRREAR
12,700,000% T (ZEZZTF+—H
=+—H:29,900,000% 7T ) °

15.Subordinated floating rate notes issued

These notes are unsecured, wholly repayable in March 2007 and carry interest at
the London Interbank Offered Rate (“LIBOR") plus 1.375% per annum up to
March 2002 and at LIBOR plus 3% per annum thereafter. They are listed on the
Luxembourg Stock Exchange and were recognised by the Hong Kong Monetary
Authority (“HKMA") as supplementary capital for the purpose of calculating capital
adequacy ratio of the Group up to March 2001.

The Group is entitled to redeem these notes on any interest payment date, while
the holders of these notes are entitled to require the Group to redeem the notes
upon the occurrence of certain events relating to changes in the shareholding
structure of the Group. Redemptions of the notes are also subject to the prior
approval of the HKMA.

During the six-month period ended 30 June 2001, the Group repurchased, with
the approval of the HKMA, US$17.2 million (year ended 31 December 2000:
US$8.1 million) of the notes which were subsequently cancelled. At 30 June
2001, the outstanding amount of the notes issued by the Group is US$12.7
million (31 December 2000: US$29.9 million).
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NOTES TO THE ACCOUNTS

16. RERERERME
(a) EEZEBFIHEETHHEL

16.Notes to the consolidated cash flow statement

(a) Reconciliation of profit from operating activities to net cash outflow

T FEY R from operating activities:
BZ-EE-F
AA=TAHL
AMEA
(REEXK)
Six-month
period ended
FET 30 June 2001
HK$°000 (unaudited)
MR 2 E R T Operating profit after provisions 132,597
RIZBREMR Charge for bad and doubtful debts 62,257
?ﬁg Depreciation 23,598
TZERAETEEER Interest expense on subordinated floating rate
Zﬂ%i‘iﬁ notes issued 6,382
BITERBAEISRER Amortisation of subordinated floating rate notes
Xz #iH issuing expense 828
HEHERAESOMAS Amortisation of commission expense on finance
Xz B leases and hire purchase contracts 1,032
EREBRIT RELRERR Profit on repurchase of subordinated floating rate
B Wiy notes issued (860)
[REEIB A=A E Change in treasury bills with original maturity greater
ZBERE than three months 124,326
REEIER=EA N E 2 FRIRIT Change in placements with banks and other financial
REMEREE TR E institutions with original maturity greater than
three months (148,000)
RAEZGREZE Change in certificates of deposits held (92,392)
BEEIHAzEECE Change in held-to-maturity securities (1,142)
HitREEH & Change in other investments in securities (646)
%}5 RITREMSREE CER Change in advances to customers, banks and other
BEOEBEREMRIA L & financial institutions, trade bills and other accounts (178,387)
REBBER=EAN EZRITR Change in deposits and balances of banks and other
Hiv e mgE 2 TR EsR AR financial institutions with original maturity greater
EFER (BREEET2ERE) than three months and deposits of customers,
P including certificates of deposits issued (2,073,960)
Eﬁﬁﬁﬁlﬁ)}‘;&ﬁz% Change in other accounts and provisions (17,176)
EXEHo B Effect of foreign exchange rate changes (3)
LERB R EMLHE Net cash outflow from operating activities (2,161,546)
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NOTES TO THE ACCOUNTS

16. RERERERMT (8) 16.Notes to the consolidated cash flow statement (continued)
(b) HABE B e T4 (b) Analysis of changes in financing activities during the period:
BRTZEBLE
FRE
(REEXK)
Subordinated
floating rate
FET notes issued
HK$000 (unaudited)
RZZZ—F—-A—B#&H Balance at 1 January 2001 231,716
MERB RERLFR Net cash outflow from financing activities (132,435)
BOEELETSRREM Profit from repurchase of subordinated floating rate notes (860)
R-ZE-FXA=THEHR Balance at 30 June 2001 98,421
(c) BERERBELER 2B (c) Analysis of the balances of cash and cash equivalents:
ZEE-F
RA=+H
(REER)
FET 30 June 2001
HK$000 (unaudited)
RITRAEMERMEE RS R Cash and balances with banks and other financial
i8R institutions 220,757
BIVER J% &2 HR 38 077 3K Money at call and short notice 5,673,529
REEIBA=EAR EEZRE Treasury bills with original maturity within three months 49,893
REIEE R=EA A FRRITR Placements with banks and other financial institutions
Hih & BB 2 73 with original maturity within three months 502,849
REHBA=EANZHETR Deposits and balances of banks and other financial
Hith& BiE 2 E R AR institutions with original maturity within three months (306,614)
6,140,414
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NOTES TO THE ACCOUNTS

17. EEEBERIZER
(a) AABEBEREE

BHEEABHARTHZEAARE
RABZGNBBHENT:

17.0ff-balance sheet exposures

(a) Contingent liabilities and commitments

The following is @ summary of the contract amounts of each significant type

of contingent liabilities and commitments outstanding:

—EE-F —TTTF
AR=tH +=A=+—H
30 June 31 December
2001 2000
FEx (REER) (&%)
HK$°000 (unaudited) (audited)
EEGEEEARA Direct credit substitutes 20,158 40,003
BRHABCSARIE Transaction-related contingencies 41,210 33,903
BEHARCSARRIE Trade-related contingencies 233,817 214,997
BHEERE Forward asset purchases 31,000 31,000
BHABRER Forward forward deposits 884,513 983,758
HpAd s REBBE Other commitments with an original maturity of:
o —FRHAIEGEHEUE + Under 1 year or which are unconditionally
cancellable 2,613,464 2,809,127
o —FFHMULE 1 year and over 17,337 20,398
3,841,499 4,133,186
(b) FTETR (b) Derivatives
BEHEABRRTK 2 ITELA The following is a summary of the aggregate notional contract amounts of
ZEBANBENENT: each significant type of derivatives outstanding:
ZBE-FXA=+H —ERRET_A=1—H
(RRER) (B&ER)
30 June 2001 31 December 2000
(unaudited) (audited)
FEx BEE mEBkYH L] EE EkiH Rk
HK$'000 Trading  Hedging Total Trading  Hedging Total
EXE4): Exchange rate contracts:
o BHeN « Forward contracts 438,129 - 438129 179451 - 179,451
o HNEIRH « Currency swaps 70,202 30,889 101,091 35,097 30,885 65,982
MESH: Interest rate contracts:
o HExiHE * Interest rate swaps - 123,907 123,907 - 120,194 120,194
508,331 154,796 663,127 214,548 151,079 365,627
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NOTES TO THE ACCOUNTS

17. EERERI2ER (&)
rBEEAERIZARZ AL, &
R FERRNEREREEN
AT

17.0ff-balance sheet exposures (continued)

The contract/notional amounts, credit risk weighted amounts, and replacement
costs of the above off-balance sheet exposures are as follows:

—EE-FxA=1H “TETF+-F=1—H
(REBER) (&%)
30 June 2001 31 December 2000
(unaudited) (audited)

eH/%% GFEER A/ %% FERR
2B MEHEE EERA g EHRE EENAL
Contract/ Creditrisk Replace- Contract/ Creditrisk  Replace-

FEn notional weighted ment  notional  weighted ment
HKS$'000 amount amount cost amount amount cost

FREERARE Contingent liabilities and
commitments 3,841,499 255,621 N/A 4,133,186 259,254 N/A

PTHETA: Derivatives:

o EXEH +  Exchange rate contracts 539,220 2,968 8,086 245433 1,766 5,149
o FEEK * Interest rate contracts 123,907 1,865 3,419 120,194 1,217 2,509
4,504,626 260,454 11,505 4,498,813 262,237 7,658

FREBEEAERIINZERZ EHHS
EHEBIREEARTHZR S
E WA —TEHAY  ARETHNE
ZREo

AEEWET LR EERFHE
LB NEERER

CERRINESEDRREBRITE
BHE=IMRERELESREEREL
g mEt B Fst B < BB HEUR
RE—RINEZBERRBEA 2R
B AME

EERAERAMARMETERE
BEREANZAEBRA (WA —7
#TTRE JE??/\:.?’JM) jﬁﬂ%ﬁﬁﬁﬂ
EEMEZENEMFRE-EEKAR
ﬂ%ﬁ?ﬁ?%ﬁt—ré%’]#,ﬁulﬁﬁféﬂ
2R

The contract or notional amounts of off-balance sheet exposures shown above
indicate the volume of transactions outstanding as at the balance sheet date,
they do not necessarily bear any direct correlation to the underlying risks associated
with the exposures.

The Group had not entered into any bilateral netting arrangements, accordingly
the above amounts are shown on a gross basis.

The credit risk weighted amounts are the amounts which have been calculated in
accordance with the Third Schedule of the Hong Kong Banking Ordinance and
guidelines issued by the Hong Kong Monetary Authority. The amounts calculated
are dependent upon the status of the counterparty and the maturity characteristics
of each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive value
when marked to market (should the counterparty default on its obligations) and
is arrived at by aggregating all contracts with a positive mark-to-market value.
Replacement cost is considered to be a close approximation of the credit risk
arising from these contracts at the balance sheet date.
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NOTES TO THE ACCOUNTS

18. BEREALZRS
(a) BEBARZRITRE

AKERNEREHBRE S RER
ARRAZRMBRRAETZER
5 BRERREM—RZFTR
S EEERR/UFIRSTRE—
B ZERZTSERET LR
—RETRIWBLEP 2R
B HETT o

Wi\TﬁHéﬁiXﬁ{ FHEBREHE
DB, (B 2 &k

18.Related party transactions

(a) Banking transactions with group companies

The Group entered into various transactions in the normal course of business
with its holding companies and fellow subsidiaries, including the taking of
deposits and other ordinary banking transactions. The Directors are of the
opinion that these transactions were priced on the basis of the relevant market
rates at the time of each transaction, and were under terms and conditions
that would normally apply to independent customers of comparable standing.

Included in the following balance sheet captions are balances due from/(to)

group companies:

—EE-F —ETTF
AA=+R +t—A=1+—~
30 June 31 December
2001 2000
FET (REER) (&%)
HK$000 (unaudited) (audited)
2] NG Holding companies
o HPIRITREAM + Advances to customers, banks and
CRKECERES other financial institutions, trade
ERREMIRE bills and other accounts - 40
o KEZAXREH +  Current, fixed, savings and other
GEYEL TN deposits of customers (47,971) (48,981)
o HtERIBENER «  Other accounts and provisions (67) (53)
EEA: P Fellow subsidiaries
o HPIRITREAM + Advances to customers, banks
CRRECER BS and other financial institutions,
SRR EAMRIA trade bills and other accounts 1,275 43,032
o KEZAXREH +  Current, fixed, savings and other
& R EMER deposits of customers (324,896) (344,336)
o HtERIBENER «  Other accounts and provisions (256) (1,305)
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18. BEEMEAT R Z (&)
(a) BEBARZHITRE (&)

18.Related party transactions (continued)

(a) Banking transactions with group companies (continued)

PlREBARTGMES 2|
AET BT

Income and expenses from the above transactions with group companies are
as follows:

BEZXA=THL
~fER
Six-month period
ended 30 June

(REBER) (RI&EZ)
FET 2001 2000
HK$000 (unaudited)  (unaudited)
FEWA Interest income 1 =
B H Interest expense 5,074 13,533

(b) BEMEBEALZRITXE

AKETRNEREHBRRZTRF
NERARZ—2EBBRR (MK
R]) RZABR 2R RF] K
EUNGINCEA =PNCIDNE NG
ETZER S BRESREM—
RZBIRF WERXHIGEE—
BRHER 2 TGERERE WK
—RETRLBUEP 2GR R
B AT -

A W ERHZPWABH R
HERZHERERINT:

(b) Banking transactions with other related parties

The Group also entered into various transactions in the normal course of
business with a major shareholder of an intermediate holding company (the
“Shareholder”), and the holding companies, subsidiaries, fellow subsidiaries
and associates of the Shareholder including the taking of deposits and other
ordinary banking transactions. These transactions were priced on the basis of
the relevant market rates at the time of each transaction, and were under
terms and conditions that would normally apply to independent customers of
comparable standing.

Income and expenses from these transactions during the period and the
corresponding balances outstanding at the balance sheet date are as follows:

BEZAA=tHL
AMEA
Six-month period
ended 30 June

(REBER) (RECEZ)
FET 2001 2000
HK$°000 (unaudited)  (unaudited)
FEUA Interest income 3,472 2,625
FEZH Interest expense 72,448 79,044
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18. BEMEALZXRE (&)
(b) BEEMEBEALZHRITXE

18.Related party transactions (continued)

(b) Banking transactions with other related parties (continued)

(&)
—B2-F —TTTEF
AA=+H tZA=1+—H
30 June 31 December
2001 2000
FET (RBER) (BER)
HK$000 (unaudited) (audited)
JINBEGRERER Relevant balances included in the
[EFEM] Pz BB balance sheet caption “Advances
to customers” 76,710 89,579
JINEEBRBRER [EF Relevant balances included in the
ZER ER BER balance sheet caption “Current,
HibF skl h 2 AR fixed, savings and other deposits
of customers” (3,235,780) (4,748,979)

(c) BEBARGZAEMFTFERHEA

X5
RER HERSFER A ([
Emﬁ”&ﬁ%&ﬁm@ﬁﬁﬁ

B(THEREER]) (MEATF
iﬁi%*lZé\ﬁBﬁ%@ﬂ)?M
EEARHEREEBERZH
REYES FIEPrime Power
Investment Limited &z Porbandar
Limited (R 2 81 A AL E 2
NERRFNEERERAFZ
MEBAR) XHHAE I H
2,408,000 T (HE-TZTF
ANA=+THIENER 3,482,000
BIT) k4260008 T (HE-F
g? fﬁ/\ﬂ_+5¢/\1lﬂ .
393,000/ 7T) % EFHES T MY
RIE— R EERURER-

19. REESB

AREER-_ZZ—F/\A+HHH
ARRIEZEBB-

(c) Other material related party transactions with group companies

During the period, Lippo Securities Limited (“LSL") and Lippo Investments
Management Limited (“LIM"), both wholly-owned subsidiaries of the Group,
paid rental expenses of HK$2,408,000 (six-month period ended 30 June
2000: HK$3,482,000) and HK$426,000 (six-month period ended 30 June
2000: HK$393,000) respectively to Prime Power Investment Limited and
Porbandar Limited, both subsidiaries of Lippo China Resources Limited, an
intermediate holding company of the Group, in respect of office premises
occupied by LSL and LIM. Such rental expenses were charged at normal

commercial rates.

19. Approval of accounts

These accounts were approved by the Company’s Board of Directors on 15 August

2001.
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