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Notes on the Accounts

1. Principal Activities

The Bank and its subsidiaries (the "Group") are engaged in the provision of banking and related
financial services, and company secretarial, share registration and business services.

2. Significant Accounting Policies

(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 accounts are prepared on a basis consistent with the accounting polices and methods
adopted in the previous year except for the changes in accounting policies mentioned in
Note 3.

With effect from 27th August, 2001, United Chinese Bank Limited ("UCB") has been merged
with the Bank through The Bank of East Asia, Limited Ordinance, under which all the assets
and liabilities situated in Hong Kong and the rights and obligations of UCB 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, 2001 were prepared as if the
undertaking of UCB had vested in the Bank on 1st January, 2001.

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) Subsidiaries

The consolidated accounts include the accounts of the Bank and all its subsidiaries  made
up to 31st December each year.  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.  In the Bank's balance
sheet, an investment in a subsidiary is stated at cost less any impairment losses
(Note 2(m)).
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All material intercompany transactions and balances are eliminated on consolidation.
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.

Minority interests represent the interests of outside shareholders in the operating results
and net assets of subsidiaries.

Co-operative joint ventures in the PRC are accounted for as 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.

(ii) 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.

An investment in an associate 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 associate's net assets, goodwill arising on
acquisition of the associate and impairment loss.

The consolidated profit and loss account reflects the Group's share of the post-acquisition
results of the associates for the year, less any amortisation of goodwill charged during
the year in accordance with Note 2 (l).

The Bank accounts for the results of associates to the extent of dividends received.
Investments in associates are stated at cost less any impairment losses (Note 2(m)).

(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.

Foreign currency assets, being equity investments or other long-term non-monetary assets,
the holding or the use or the subsequent disposal of which will generate receipts in a foreign
currency, hedged by foreign currency borrowings are translated into Hong Kong dollars at
the exchange rates ruling at the balance sheet date.

The accounts of overseas branches, subsidiaries and associates 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.
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Notes on the Accounts(continued)

On disposal of a foreign enterprise, the cumulative amount of the exchange differences
which relate to that foreign enterprise is included in the calculation of the profit or loss on
disposal.

(e) Interest and Fees

Interest income and expense are recognised in the profit and loss account on a time-
apportioned basis on the principal outstanding and at the rate applicable, except in the case
of doubtful debts.

Fees and commission income and expenses are recognised in the profit and loss account
when earned or incurred.

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.

(f) Advances and Other Accounts

Advances to customers, banks and other financial institutions are measured at the cash
consideration at the time of acquisition and are stated in the balance sheet after deducting
provisions for estimated losses at subsequent periods.

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

(g) Provision for Bad and Doubtful Debts

Provision is made against specific doubtful debts as and when they are considered necessary
by the Credit Committee with authority delegated by the Board of Directors 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.

(h) Properties

(i) Bank premises and investment properties are stated in the balance sheet 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.

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 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.
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(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 or 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 or 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) Leased Assets

(i) Assets held for use in operating leases

Where the Group leases out assets under operating leases, the assets are included in the
balance sheet according to their nature and, where applicable, are depreciated in
accordance with the Group's depreciation policies, as set out in Note 2(i).  Impairment
losses are accounted for in accordance with the accounting policy as set out in Note 2
(m).

(ii) Operating lease charges

Where the Group has the use of assets under operating leases, payments made under
the leases are charged to the profit and loss account in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the leased asset.  Lease
incentives received are recognised in the profit and loss account as an integral part of the
aggregate net lease payments made.  Contingent rentals are charged to the profit and
loss account in the accounting period in which they are incurred.

(k) 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 or associates, are accounted for as
follows.
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Notes on the Accounts(continued)

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.

(i) 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.

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.

(ii) 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.

(iii) 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.

(i)

(ii)

(iii)
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(l) Goodwill

The excess of the purchase consideration in relation to the acquisition of subsidiaries and
associates over the Group's share of fair value ascribed to their net tangible assets and
identifiable intangible assets represents the goodwill arising on acquisition.

In respect of subsidiaries, goodwill is capitalised and amortised on a straight line basis over
its estimated useful life not exceeding 20 years, and is stated in the consolidated balance
sheet at cost less accumulated amortisation and any impairment losses (Note 2(m)).  The
amortisation of goodwill is recognised in the consolidated profit and loss account as an
operating expense.

On disposal of a subsidiary, any unamortised purchased goodwill is included in the calculation
of the profit or loss on disposal.

In respect of associates, goodwill is capitalised and amortised on a straight line basis over its
estimated useful life.  The cost of goodwill less any accumulated amortisation and any
impairment losses (Note 2 (m)) is included in the carrying amount of the investments in
associates.

(m) Impairment of Assets

At each balance sheet date, if internal and external sources of information indicate that any
property (other than investment properties), equipment, investments (including those
Investments in subsidiaries and associates  (Note 2(c)) but other than those accounted for

as "Other investments in securities" under Note 2(k)) 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.
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Notes on the Accounts(continued)

(n) 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 sheet 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.

(o) 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.

Future deferred tax benefits are not recognised unless their realisation is assured beyond
reasonable doubt.

(p) 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.

(q) Retirement Benefits

Retirement benefits are provided to all staff employed by the Group.  Hong Kong employees
enjoy retirement benefits under either the Mandatory Provident Fund Exempted ORSO Scheme
("MPFEOS") or the Mandatory Provident Fund Scheme ("MPFS").  Both are defined
contribution schemes.  For the employees of The Bank of East Asia, Limited, the employer's
contribution to both schemes are at a maximum of 10% of the monthly salary. For the
employees of the First Pacific Bank Limited, the employer's contribution to their MPFEOS is
8% to 10% according to the length of service and no employer's voluntary contributions are
made to the MPFS.

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.

(n)
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(r) Provisions and Contingent Liabilities

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

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.

(s) Share Options

Options granted to employees over the Bank's shares are recognised in the balance sheet at
the time when the options are exercised.  Share capital is credited at par for each share
issued upon the exercise of options, with share premium credited at the excess of net proceeds
received over total share capital credited.

(t) 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
or 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 profits 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 "Provisions and other accounts".

(u) Segment Reporting

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

(r)

(s)

(t)
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Notes on the Accounts(continued)

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 and 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 consolidated process, except to the
extent that such intra-group balances and transactions are between Group enterprises within
a single segment.  The allocation of revenue reflects the benefits of capital and other funding
resources allocated to the business or geographical segments by way of internal capital
allocations and fund transfer mechanisms.  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.

(v) 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.

3. Changes in Accounting Policies

In the current year, the Group made a number of changes in accounting policies and the result of
which is summarised as follows.

(a) Dividends

Proposed dividends which were still subject to shareholders' approval were previously treated
as post balance sheet adjusting events, thus being accrued as a liability in the Group's balance
sheet at the balance sheet date for dividends declared by the Bank, and as income in the
Bank's profit and loss account for dividends declared by subsidiaries.  On adoption of SSAP
9 (revised) "Events after the balance sheet date", a proposed dividend is not so accrued until
approval is obtained.  This change in accounting policy has been applied retrospectively.  As
a result, the proposed final dividend of HK$637 million appearing in the Group's balance
sheet as at 31st December 2000 was reclassified as an item in shareholders' funds and was
recorded as a dividend paid for the year ended 31st December, 2001.  Prior period adjustments
on the opening balances of retained profits of the Group were made accordingly.

1
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(b) Goodwill

Goodwill arising on acquisition of subsidiaries was previously eliminated against general
reserve.  Subsequent to the adoption of SSAP 30 "Business combinations", any goodwill is
capitalised and amortised on a straight line basis over its estimated useful life not exceeding
20 years.  Any impairment loss identified will be recognised as an expense in the profit and
loss account immediately. For details, please refer to Note 2(l).

The requirements of SSAP 30 have been applied retrospectively.  Goodwill previously
eliminated against general reserve is restated and amortised on a straight line basis over its
estimated useful life, resulting in an additional amortisation of goodwill of HK$16 million
and HK$98 million for 2000 and 2001 respectively.  The opening balances of retained profits
brought forward as at 1st January 2000 and 2001 are reduced by HK$36 million and HK$52
million respectively.

(c) Investments in associates

In prior years, investments in associates were accounted for in the consolidated accounts as
follows.  In the consolidated balance sheet, investments in associates were stated at cost less
provisions, and in the consolidated profit and loss account, the results and reserves of
associates were not incorporated except to the extent of dividends received. In light of the
introduction of SSAP 31 "Impairment of assets" which sets out specific requirements for
determining the recoverable amount of associates as detailed in Note 2(m), the Board of
Directors considers that it is fairer for the Group to adopt the equity method to account for
the results of associates (Note 2(c)(ii)). The equity method has been applied retrospectively.
As a result, the retained profits brought forward as at 1st January, 2000 increased by HK$204
million.  The profit attributable to shareholders for 2000 and 2001 increased by HK$32
million and HK$5 million respectively due to the Group's share of associates' results for the
year after dividends.  HK$2 million was also credited to the retained profits for 2000 due to
the exchange adjustment of the associates retained profits.  The retained profits brought
forward as at 1st January, 2001 increased by HK$238 million.
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Notes on the Accounts(continued)

4. Non-interest Income
2001 2000 Restated

HK$'000 HK$'000

(a) Other Revenue

Dividend income from listed equities 15,942 8,489
Dividend income from unlisted equities 5,811 3,796
Net fees and commissions 1,004,228 763,317
Net rental income on properties 57,367 49,495
Net revenue from insurance activities 62,355 50,297

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Others 74,660 72,811

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

1,220,363 948,205

(b) Other Net Income

Profit on dealing in foreign currencies 87,342 69,432
(Loss) /profit on other investments in securities (119,593) 87,449
Profit on other dealing activities 1,811 306
Surplus of staff retirement fund recognised 136,070

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Others 44,644 33,069

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

14,204 326,326

Total non-interest income 1,234,567 1,274,531

5. Operating Expenses
2001 2000 Restated

HK$'000 HK$'000

Pension contributions 91,260 67,746

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Salary and other staff costs 1,194,228 923,091

Total staff costs 1,285,488 990,837
Premises and equipment expenses 319,739 254,023
Depreciation on fixed assets 205,896 170,395
Amortisation of goodwill 98,064 15,789
Audit fee 4,834 7,904

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Other operating expenses 946,747 659,804

2,860,768 2,098,752

6. Charge for Bad and Doubtful Debts

2001 2000
HK$'000 HK$'000

Bad debts provision - Specific 481,989 597,736
- General 210,218 109,050

Bad debts written off 13,581 12,902
Other bad debts charges 70,352 71,719

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Bad debts charges recovered (343,755) (110,793)

432,385 680,614

4.

(a)

(b)

/ 

5.
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7. Profit for the Year before Taxation

Profit for the year before taxation is arrived at after crediting / (charging):

2001 2000
�� !HK$'000 �� !HK$'000

Net profit on disposal of held-to-maturity
debt securities 23,019 14,499

Write-back of / (increase in) impairment loss
on associates 8,860 (43,130)

8. Taxation

2001 2000 �� Restated
�� !HK$'000 �� !HK$'000

Provision for Hong Kong profits tax 3,769 111,020
Overseas taxation 45,659 54,499
Deferred taxation (Note 26) 221,444 116,665

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Share of associates' taxation 8,247 7,357

279,119 289,541

The provision for Hong Kong profits tax is calculated at 16% (2000�16%) of the estimated assessable
profits for the year. Taxation for branches and subsidiaries outside Hong Kong is similarly charged at the
appropriate current rates of taxation ruling in the countries in which they operate.

9. Profit for the Year after Taxation

Of the consolidated profit for the year, HK$1,481,594,000 (2000 restated�HK$1,527,390,000) has been
dealt with in the accounts of the Bank.

7. �� !"#$%

�� !"#$%&'()*+ ,-

�� !"#$%&'

�� !"
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8. ��

�� !"#$

�� !

�� !"#$26�
�� !"#$%

�� !"#$%&'()*+,-".

�� !16%�2000��16%�� !"#
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�� !"#$%

9. �� !"#$%
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Notes on the Accounts(continued)

10. Dividends

2001 2000 Restated
HK$'000 HK$'000

2000 final dividend of HK$0.45 per share on
1,414,778,132 shares, approved and paid
(2000 restated 1999 final dividend of HK$0.38
per share on 1,393,125,553 shares) 636,650 529,388

Final dividend of HK$0.45 (2000 HK$0.38 per share) 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 1,821 421

Interim dividend paid of HK$0.21 per share
on 1,430,617,237 shares (2000 HK$0.20

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

per share on 1,406,256,964 shares) 300,430 281,252

938,901 811,061

Final dividend of HK$0.33 per share on 1,433,484,586
shares (2000 HK$0.45 per share on 1,414,778,132
shares) proposed after the balance sheet date,
not recognised as a liability at the balance
sheet date. 473,050 636,650

11. Earnings Per Share

(a) Basic earnings per share

The calculation of basic earnings per share is based on earnings of HK$1,599,806,000
(2000 restated HK$1,887,078,000) and on the weighted average of 1,428,057,773
(2000 1,404,239,697) shares outstanding during the year.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on earnings of HK$1,599,806,000 (2000
restated HK$1,887,078,000) and on 1,431,632,696 (2000 1,409,280,781) ordinary shares,
being weighted average number of ordinary shares outstanding during the year, adjusted for the
effects of all dilutive potential shares.

2001 2000

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 1,428,057,773 1,404,239,697

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Deemed issue of ordinary shares for no consideration 3,574,923 5,041,084

Weighted average number of shares used in calculating
diluted earnings per share 1,431,632,696 1,409,280,781

10.

1,414,778,132
0.45 2000
2000 1,393,125,553

0.38 1999

0.45
2000 0.38

1,430,617,237 0.21
2000 1,406,256,964
0.20

1,433,484,586
0.33

(2000 1,414,778,132
0.45

11.

(a)

1,599,806,000 2000
1,887,078,000

1,428,057,773
2000 1,404,239,697

(b)

2001
1,599,806,000 2000
1,887,078,000
1,431,632,696 2000

1,409,280,781

`
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(c) Cash earnings per share

The calculation of cash earnings per share is based on basic earnings per share adjusted for
goodwill amortised for the year. This supplementary information is considered a useful additional
indication of performance.

12. Directors' Remuneration

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

2001 2000
HK$'000 HK$'000

Fees 1,279 1,141
Salaries and other emoluments 13,000 9,001
Performance-related bonuses 13,941 23,147

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Pension contributions 1,200 430

29,420 33,719

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
"Information on Share Options" in the Report of the Directors.

The remuneration of the Directors is within the following bands:

2001 2000

Number of directors Number of directors

HK$
0 - 1,000,000 14 11

5,000,001 - 5,500,000 2
5,500,001 - 6,000,000 2

18,000,001 - 18,500,000 1
21,000,001 - 21,500,000 1

13. Five Top-paid Employees

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:

2001 2000
HK$'000 HK$'000

Salaries and other emoluments 17,700 12,925
Performance-related bonuses 14,878 24,516

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Pension contributions 1,575 686

34,153 38,127

(c)

12.

161

13. 5

5
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Notes on the Accounts(continued)

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

2001 2000

Number of employees Number of employees

HK$
2,500,001 - 3,000,000 1 2

 3,000,001 - 3,500,000 1
5,000,001 - 5,500,000 2

 5,500,001 - 6,000,000 2
17,500,001 - 18,000,000 1
21,000,001 - 21,500,000 1

14. Segment Reporting

Segment information is presented in respect of the Group's business and geographical segments. Business
segment information is chosen as the primary reporting format because this is more relevant to the Group's
internal financial reporting.

(a) Business segments

The Group comprises the following main business segments:

Personal banking business includes branch operations, personal internet banking, consumer finance,
property loans and credit card business.

Corporate banking business includes corporate lending and loan syndication, commercial lending,
community lending, securities lending, trust services, mandatory provident fund business and
corporate internet banking.

Investment banking business includes treasury operations, securities broking and dealing, provision
of internet security trading services, and asset management.

Other businesses include bancassurance, insurance business, property-related business, corporate
services, company secretarial services, share registration and business services, and offshore
corporate and trust services.

Unallocated items mainly comprise the central management unit, bank premises, and any items
which cannot be reasonably allocated to specific business segments.

5

14.

(a)
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2001

Personal Corporate Investment Inter-segment
Banking Banking Banking Others Unallocated elimination Consolidated

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

The Group
Net interest income 2,675,647 737,510 560,649 20,764 (17,152) 3,977,418
Other operating income from

external customers 485,488 286,156 73,553 325,987 63,383 1,234,567

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

Inter-segment income 17,462 63,613 239 142,819 (224,133)

Total operating income 3,178,597 1,087,279 634,441 346,751 189,050 (224,133) 5,211,985

Operating profit after
provisions 1,298,760 640,707 232,734 64,246 (317,615) 1,918,832

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

Inter-segment transactions 191,019 (57,528) 4,748 (138,239)

Contribution from operations 1,489,779 583,179 237,482 64,246 (455,854) 1,918,832
Write-back of / (increase in)

impairment loss for the year 16,996 (502) (3,412) (4,222) 8,860
Share of profits less losses of

associates (13) 1,772 37,061 (51,561) (12,741)
Other unallocated income

○ ○ ○ ○ ○ ○

and expenses (24,095)

Profit before taxation 1,890,856
Taxation (279,119)

○ ○ ○ ○ ○ ○

Minority interests (11,931)

Profit attributable to shareholders 1,599,806

Depreciation for the year (91,832) (29,035) (16,284) (12,436) (56,309) (205,896)

Amortisation of goodwill (6,240) (91,824) (98,064)

Segment assets 69,058,591 37,977,985 66,309,450 1,386,969 12,096 174,745,091

Investments in associates 9,417 274,252 71,625 253,290 608,584

○ ○ ○ ○ ○ ○

Unallocated assets 6,411,258

Total assets 181,764,933

Segment liabilities 100,863,711 39,953,040 14,070,742 154,887,493

○ ○ ○ ○ ○ ○

Unallocated liabilities 4,339,724

Total liabilities 159,227,217

Capital expenditure incurred
during the year 86,175 57,640 1,629 26,117 168,548 340,109

/ ( )
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2000  Restated

Personal Corporate Investment Inter-segment
Banking Banking Banking Others Unallocated elimination Consolidated

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

The Group
Net interest income 2,330,736 817,313 39,092 20,506 487,683 3,695,330
Other operating income from

external customers 407,869 235,349 183,769 311,710 135,834 1,274,531

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

Inter-segment income 20,906 83,348 269 144,140 (248,663)

Total operating income 2,759,511 1,136,010 223,130 332,216 767,657 (248,663) 4,969,861

Operating profit after
provisions 1,336,731 387,486 (54,743) 128,450 392,571 2,190,495

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

Inter-segment transactions 211,819 (76,554) 5,090 (140,355)

Contribution from operations 1,548,550 310,932 (49,653) 128,450 252,216 2,190,495
Increase in impairment loss

for the year (43,130) (43,130)
Share of profits less losses of

associates (1,351) 33,115 2,913 17,201 51,878
Other unallocated income

○ ○ ○ ○ ○ ○

and expenses (18,496)

Profit before taxation 2,180,747
Taxation (289,541)

○ ○ ○ ○ ○ ○

Minority interests (4,128)

Profit attributable to shareholders 1,887,078

Depreciation for the year (80,508) (17,564) (11,433) (6,774) (54,116) (170,395)

Amortisation of goodwill (2,143) (13,646) (15,789)

Segment assets 68,246,818 35,059,049 67,433,630 1,259,014 (19,306) 171,979,205

Investments in associates 5,429 278,691 55,373 350,715 20,418 710,626

○ ○ ○ ○ ○ ○

Unallocated assets 6,478,419

Total assets 179,168,250

Segment liabilities 104,749,719 33,997,531 15,395,781 154,143,031

○ ○ ○ ○ ○ ○

Unallocated liabilities 4,937,100

Total liabilities 159,080,131

Capital expenditure incurred
during the year 149,623 76,524 67,359 32,187 662,664 988,357
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(b) Geographical Segments

The information concerning geographical analysis 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 branches of
the Bank responsible for reporting the results or booking the assets.

2001

People's Other Inter-
Republic of Asian segment

Hong Kong China Countries Others elimination Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

The Group
Operating income from

external customers 4,415,205 352,650 144,560 299,570 5,211,985

Total assets 162,843,922 11,988,382 12,290,207 28,438,366 (33,795,944) 181,764,933

Capital expenditure during
the year 141,115 173,142 1,482 24,370 340,109

2000  Restated

People's Other Inter-
Republic of Asian segment

Hong Kong China Countries Others elimination Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

The Group
Operating income from

external customers 4,180,179 383,777 144,122 261,783 4,969,861

Total assets 162,971,558 11,039,103 11,290,220 23,448,173 (29,580,804) 179,168,250

Capital expenditure during
the year 966,877 10,509 1,973 8,998 988,357

15. Cash and Short-term Funds

The Group The Bank
2001 2000 2001 2000

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

Cash and balances with banks and
other financial institutions 1,524,229 1,449,002 1,334,996 1,218,983

Money at call and short notice 38,711,780 40,992,098 32,481,140 33,920,612

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

Treasury bills 3,524,578 3,599,664 3,474,646 3,463,934

43,760,587 46,040,764 37,290,782 38,603,529

(b)

15.
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16. Investments in Securities

(a) Other investments in securities

The Group The Bank
2001 2000 2001 2000

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

Listed
- in Hong Kong

equity securities 324,623 443,557 296,664 406,994
debt securities 36,492 44,817 20,458 20,370

- outside Hong Kong
equity securities 84,774 165,480 66,339 137,476

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

debt securities 970,343 611,395 717,981 553,742

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

1,416,232 1,265,249 1,101,442 1,118,582

Unlisted
equity securities 45,984 21,712 38,213 12,562

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

debt securities 2,688,002 1,503,130 2,602,495 1,487,826

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

2,733,986 1,524,842 2,640,708 1,500,388

4,150,218 2,790,091 3,742,150 2,618,970

Equity securities 455,381 630,749 401,216 557,032

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

Debt securities (Note 25) 3,694,837 2,159,342 3,340,934 2,061,938

4,150,218 2,790,091 3,742,150 2,618,970

Market value of listed securities
- equity securities 409,397 609,037 363,003 544,470

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

- debt securities 1,006,835 656,212 738,439 574,112

1,416,232 1,265,249 1,101,442 1,118,582

Issued by:
- Central governments

and central banks 196,553 184,035 180,897 168,393
- Public sector entities 825,531 286,199 760,139 279,484
- Banks and other financial

institutions 1,425,729 559,838 1,304,303 511,148
- Corporate entities 1,542,149 1,705,763 1,469,350 1,624,947

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

- Others 160,256 54,256 27,461 34,998

4,150,218 2,790,091 3,742,150 2,618,970

16.

(a)

25
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(b) Held-to-maturity debt securities (Note 25)

The Group The Bank
2001 2000 2001 2000

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

Listed
- in Hong Kong 55,988 91,262

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

- outside Hong Kong 1,076,639 1,132,577 867,644 761,446

1,132,627 1,223,839 867,644 761,446

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

Unlisted 1,301,234 1,578,265 783,831 526,896

2,433,861 2,802,104 1,651,475 1,288,342

Market value of listed
securities 1,149,710 1,178,439 877,467 725,789

Issued by:
- Central governments

and central banks 29,827 33,830 18,121 18,237
- Public sector entities 127,021
- Banks and other financial

institutions 835,018 1,450,284 626,329 701,621

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

- Corporate entities 1,441,995 1,317,990 1,007,025 568,484

2,433,861 2,802,104 1,651,475 1,288,342

(c) Investment securities

The Group The Bank
2001 2000 2001 2000

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

Unlisted
- equity securities 181,141 188,394 134,226 132,044

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

- debt securities (Note 25) 20,205 17,401 9,592 6,180

201,346 205,795 143,818 138,224

Issued by:
- Central governments

and central banks 12,398 8,112
- Banks and other financial

institutions 403
- Corporate entities 105,829 143,910 67,454 85,511

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

- Others 82,716 53,773 76,364 52,713

201,346 205,795 143,818 138,224

(b) 25

(c)

25
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17. Advances and Other Accounts less Provisions

(a) Advances to customers and other accounts

The Group The Bank
2001 2000 2001 2000

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

Advances to customers
(Note 25) 108,174,562 103,993,959 89,475,189 81,530,803

Advances to banks and other
financial institutions (Note 25) 560,649 510,625 560,649 510,625

Accrued interest and other

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

accounts 3,037,584 3,058,343 3,687,602 3,751,594

111,772,795 107,562,927 93,723,440 85,793,022

Less: Provisions for bad and
doubtful debts
- Specific 601,150 671,226 437,679 520,695

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

- General 1,320,087 1,270,573 1,029,791 953,710

109,851,558 105,621,128 92,255,970 84,318,617

(b) Provision against advances and other accounts for 2001

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 671,226 1,270,573 4,787 671,226 1,275,360 741,039
New provisions charged to

profit and loss account 739,767 328,133 339 2,156 740,106 330,289
Provisions released back to
   profit and loss account (517,715) (116,468) (224) (3,603) (517,939) (120,071)
Amounts written off (638,055) (156,643) (339)  (638,394) (156,643) (495,408)
Recoveries 343,531 224 343,755
Interest suspended during

the year 424,329
Suspended interest recovered (101,827)
Additions through acquisition

of subsidiaries 727 4,390 727 4,390 651
Other movements 5,598 (5,126) (60) 5,598 (5,186)

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

Exchange adjustments (3,929) (4,772) (131) (3,929) (4,903) (2,138)

At 31st December 601,150 1,320,087 3,149 601,150 1,323,236 566,646

17.

(a)

25

25

(b) 2001

1 1

12 31
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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 520,695 953,710 4,445 520,695 958,155 556,677
Addition through merger

with UCB 12,026 42,015 12,026 42,015 23,529
New provisions charged to

 profit and loss account 579,207 264,439 44,759** 1,876 623,966 266,315
Provisions released back to

profit and loss account (457,006) (112,344) (224) (3,278) (457,230) (115,622)
Amounts written off (530,218) (113,148) (339) (530,557) (113,148) (361,441)
Recoveries 316,755 224 316,979
Interest suspended during the year 389,445
Suspended interest recovered (91,076)
Other movements (739) (59) (798)

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

Exchange adjustments (3,780) (4,142) (132) (3,780) (4,274) (2,133)

At 31st December 437,679 1,029,791 44,420 2,852 482,099 1,032,643 515,001

** Included a provision for an amount due from a subsidiary of HK$44,420,000.

Provision 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
New provisions charged to

profit and loss account 860,683 134,020 10,391 1,344 871,074 135,364
Provisions released back to

profit and loss account (288,559) (25,508) (10,951) (806) (299,510) (26,314)
Amounts written off (2,619,892) (56,414) (5,171) (2,625,063) (56,414) (356,361)
Recoveries 109,592 1,957 1,201 110,793 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

1 1

12 31

**
44,420,000

2000

1 1

12 31
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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
New provisions charged to

profit and loss account 808,567 103,741 10,391 1,344 818,958 105,085
Provisions released back to

profit and loss account (273,472) (25,196) (10,951) (806) (284,423) (26,002)
Amounts written off (2,470,576) (56,414) (5,171) (2,475,747) (56,414) (320,940)
Recoveries 101,082 1,957 1,201 102,283 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

*Relating only to Advances to customers and other accounts

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

The Group The Bank
2001 2000 2001 2000

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

Gross advances to customers 3,320,032 3,745,208 2,974,193 3,345,388
As percentage of

total advances to customers 3.07% 3.60% 3.32% 4.10%
Specific provisions 490,414 550,197 436,890 484,926
Suspended interest 566,646 741,039 515,001 556,677

18. Advances to Customers - Net Investment in Finance Leases
and Hire Purchase Contracts

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

The total minimum lease payments receivable under finance leases and hire purchase contracts, and their
present values are as follows:

1 1

12 31

* 

(c)

18.  - 
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2001 2000

Present Interest Total Present Interest Total
value of the income minimum value of the income minimum

minimum relating to lease minimum relating to lease
lease payments future periods  payments lease payments future periods  payments

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

The Group
Amounts receivable:
Within one year 493,561 140,265 633,826 393,925 233,317 627,242
After one year but within

five years 1,040,545 349,550 1,390,095 968,749 621,160 1,589,909

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

After five years 1,664,521 440,887 2,105,408 1,337,227 933,887 2,271,114

3,198,627 930,702 4,129,329 2,699,901 1,788,364 4,488,265

Provisions for bad and

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

doubtful debts 4,262 5,871

Net investment in finance
leases and hire purchase
contracts* 3,194,365 2,694,030

         * This is the amount that is carried on the balance sheet as a receivable.  No accrual is made for the interest
income relating to future periods.

The cost of assets acquired by the Group for the purpose of letting under finance leases and
hire purchase contracts  amounted to HK$407,519,000 (2000 HK$291,937,000)  and
HK$4,381,571,000  (2000 HK$4,027,443,000) respectively.

19. Investments in Subsidiaries

The Bank
2001 2000

HK$'000 HK$'000

Unlisted shares, at cost 6,025,563 6,730,090

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Less: impairment loss (47,265) (8,365)

5,978,298 6,721,725

1
1

5
5

*

*

407,519,000
2000 291,937,000
4,381,571,000 2000

4,027,443,000

19.
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Notes on the Accounts(continued)

Acquisition of subsidiaries:

At the end of 2000, the Group acquired up to 84.55% of FPB Bank Holding Company Limited, and completed
the acquisition of 100% shareholding in April 2001. FPB Bank Holding Company Limited is a company
holding First Pacific Bank Limited, which is engaged in the provision of  banking services.

The Group acquired 100% interest in Grand National Bank in California on 14th August, 2001 for a cost of
HK$272,913,000 (US$35,000,000). Grand National Bank, which focuses on the Asian community, is a full
service commercial bank specialising in import and export trade financing to individuals and small to medium
size businesses in Southern California, the United States.

The Group also acquired an effective interest of 60.1% in Abacus Share Registrars Limited on 30th June,
2001 for a cost of HK$18,960,000. Abacus Share Registrars Limited is engaged in the provision of corporate
services including share registration and other business services.

2000
84.55% 2001 4

100%

.

2001 8 14
 272,913,000

 35,000,000

2001 6 30
60.1%

18,960,000
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Details of these companies are as follows:-

Subsidiaries

Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

HK$20 60.1%
Abacus Share Registrars Limited Hong Kong Share registrar

services

HK$150,000,000 100%
Bank of East Asia Hong Kong Trustee

(Trustees) Limited

BEA Pacific Bank (Vanuatu) Limited US$100,000 100%
( formerly FP Bank (Vanuatu) Limited) Vanuatu Offshore banking

BEA Pacific Holding Company Limited HK$1,248,000,000 100%
Bermuda Investment  holding

(formerly FPB Bank Holding Company Limited) company

BEA Pacific Limited US$13,000,000 100%
 ( formerly FPB Asia Limited) Hong Kong Investment  holding

BEA Pacific Nominee Limited HK$10,000 100%
( formerly FPB Nominee Limited) Hong Kong

Nominees, trustees and
other related services

Becmac Limited HK$2 60.1%
Hong Kong Nominee shareholder

Best Cyber Limited HK$2 100%
Hong Kong Dormant

HK$181,000,000 * 100%
Hong Kong HK$8,000,000 ** Insurance

Blue Cross (Asia-Pacific)
Insurance Limited

Camceb Limited HK$2 60.1%
Hong Kong Nominee shareholder

Cane Garden Bay Limited US$1,000 100%
BVI Nominee services

Cheam Holdings Limited US$1 60.1%
BVI Nominee director

and shareholder

Cheam Nominees Limited US$1 60.1%
BVI Nominee director

and shareholder

EA China Finance Limited US$2,350,000 100%
BVI Investment holding
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Notes on the Accounts(continued)

Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

EA Nominees Limited HK$1,000 100%
Hong Kong Investment holding

EA Securities Limited HK$2 100%
Hong Kong Investment holding

HK$10,000,000 100%
East Asia Asset Management Company Limited Hong Kong Asset management

East Asia Corporate Services (BVI) Limited US$250,000 100%
BVI Corporate services

East Asia Corporate Services (Nominees) Ltd. US$1,000 100%
BVI Nominee services

HK$75,000,000 100%
East Asia Credit Company Limited Hong Kong General financial

services

HK$10,000 100%
East Asia Facility Management Limited Hong Kong Facility management

HK$100,000,000 100%
East Asia Finance Company, Limited Hong Kong General financial

 services

East Asia Financial Holding (BVI) Limited US$1 100%
BVI Issuer of subordinated

notes

East Asia Financial Services (BVI) Ltd. US$14,470,000 100%
BVI Investment holding

HK$7,000,000 100%
East Asia Futures Limited Hong Kong Options and

futures trading

East Asia Holding Company, Inc. US$5 100%
U.S.A. Holding company

East Asia Holdings (BVI) Limited US$2 100%
BVI Nominee services

East Asia Indonesian Holdings Ltd. US$2 100%
Mauritius Investment holding

HK$1,000,000 100%
East Asia Insurance Brokers Limited Hong Kong Insurance broking

HK$100,000,000 100%
East Asia Investment Holdings Limited Hong Kong Securities trading

East Asia Investments Holdings (BVI) Ltd. HK$186,038,725 100%
BVI Investment holding
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Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

East Asia Liquidators Ltd. US$1 100%
BVI Provision of

liquidation services

East Asia Marketing Limited US$1 100%
BVI Marketing services

HK$100,000 100%
East Asia Media Services Limited Hong Kong Advertising agency

HK$10,000 100%
East Asia Properties Holding Company Limited Hong Kong Investment holding

HK$10,000 100%
East Asia Properties Investment Hong Kong Property holding

Company Limited

East Asia Properties (US), Inc. US$5 100%
U.S.A. Property holding

 HK$1,000,000 100%
East Asia Property Agency (China) Hong Kong Property agency

Company Limited

HK$1,000,000 100%
East Asia Property Agency Company Limited Hong Kong Property agency

US$200,000 100%
East Asia Property Agency (Shanghai) Limited PRC Property agency

HK$1,000 100%
East Asia Property Development Hong Kong Investment holding

 (Shanghai) Limited

East Asia Property Holdings (Jersey) Limited STG 9 100%
Jersey Property holding

HK$10,000 100%
East Asia Property Management (China) Limited Hong Kong Property management

East Asia Secretarial Services Ltd. US$1 100%
BVI Secretarial services

HK$20 100%
East Asia Secretaries Limited Hong Kong Secretarial services

East Asia Secretaries (BVI) Limited HK$66,425,000 75%
BVI Investment holding

HK$25,000,000 100%
East Asia Securities Company Limited Hong Kong Securities broking

East Asia Securities Inc. C$150,000 100%
Canada Mutual fund

East Asia Strategic Holdings Limited US$13,655,000 100%
BVI Investment holding
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Notes on the Accounts(continued)

Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

Elemen Limited HK$20 60.1%
Hong Kong Nominee shareholder

Essex Nominees Limited US$1 100%
BVI Nominee services

Far East Bank Nominees Limited HK$4 100%
Hong Kong Dormant

FEB (1989) Limited HK$689,000,050 * 100%
Hong Kong HK$269,384,950 *** Investment holding

HK$1,080,000,000 100%
First Pacific Bank Limited Hong Kong Commercial banking

FPB Financial Services Limited HK$2 100%
Hong Kong Dormant

HK$10,000 60.1%
Friendly Registrars Limited Hong Kong Share registrar services

Full Length (T) Co., Ltd. US$1 60.1%
Samoa Trustee company

Global Success Ltd. US$2,310,000 100%
BVI Investment holding

Golden Empire International Inc. US$10,000 100%
BVI Property investment

Golden Properties Finance Ltd. HK$78,000 100%
BVI Mortgage financing

Golden Queen US$10,000 100%
International Ltd. BVI Property investment

Golden Wings International Ltd. US$10,000 100%
BVI Property investment

Goldmond Company Limited US$10,000 100%
BVI Property investment

US$4,000,000 100%
Grand National Bank U.S.A. Banking

Incomepoint Limited HK$50,000 100%
BVI Investment holding

Leader One Limited US$1 100%
BVI Investment holding

HK$4 60.1%
Linkwall Investments Limited Hong Kong Trustee and nominee

shareholder

Maccabee (Nominees) Limited HK$2 60.1%
Hong Kong Nominee director
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Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

Mache Holdings Limited HK$20 60.1%
Hong Kong Nominee director

and shareholder

Mache Nominees Limited HK$20 60.1%
Hong Kong Nominee director

and shareholder

Mactors Limited HK$2 60.1%
Hong Kong Nominee director

HK$2,000 60.1%
Progressive Registration Limited Hong Kong Share registrar services

Red Phoenix Limited HK$2 100%
Hong Kong Car renting

Rontors Limited HK$2 60.1%
Hong Kong Nominee director

Rosland Corporate Management Limited HK$2 60.1%
Hong Kong Nominee director

and shareholder

MOP25,000 60.1%
Santo Kilda, Sociedade Unipessoal Limitada Macau Nominee director
( formerly Santo Kilda, Limitada)

HK$2 60.1%
Secretaries Limited Hong Kong

Secretarial, share
registration and
business services

Secretaries.com Limited HK$2 60.1%
Hong Kong Dormant

RMB500,000 100%
Shanghai Dong Yan PRC Property management

Property Management Limited

HK$1,000 * 60.1%
Standard Registrars Limited Hong Kong HK$2 *** Share registrar services

HK$2 60.1%
Tabernacle Assets Limited Hong Kong Protector of trust and

nominee shareholder

Tengis Holdings Limited US$1 70.8%
( now known as Tricor Holdings Limited) BVI Investment holding

US$1,000,000 100%
The Bank of East Asia (BVI) Limited BVI Banking services

C$33,000,000 100%
The Bank of East Asia (Canada) Canada Banking services
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Notes on the Accounts(continued)

Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

HK$10,000 100%
The Bank of East Asia (Nominees) Limited Hong Kong Nominee services

S$10,000 100%
The Bank of East Asia Singapore Nominee services

 (Nominees) Private Limited

The Bank of East Asia Nominees (UK) Limited STG 2 50% 100%
U.K. Nominee services

Time(T) No.1 Ltd. US$1 60.1%
Samoa Trustee company

Time(T) No.2 Ltd. US$1 60.1%
Samoa Trustee company

Top Cyber Profits Limited US$1 100%
BVI Investment holding

HK$20 100%
Toursafe Limited Hong Kong Dormant

HK$2 100%
Travelguard Limited Hong Kong Dormant

Travelsafe Limited HK$20 100%
Hong Kong Insurance

Trident Corporate Management Limited HK$2 60.1%
Hong Kong Nominee director

and shareholder

Trident Nominees Limited HK$2 60.1%
Hong Kong Trustee company

HK$2 100%
Tung Shing Futures Limited Hong Kong Dormant

Tung Shing Holdings (BVI) Limited US$2 100%
BVI Investment holding

HK$2 100%
Tung Shing Securities Company Limited Hong Kong Dormant

UCB Limited HK$100 100%
Hong Kong Inactive

 (formerly United Chinese  Bank Limited)

HK$10,000,000 100%
United Chinese Finance Company Limited Hong Kong Dormant

HK$10,000 100%
United Chinese (Nominee) Limited Hong Kong Nominee services

W.T. (Secretaries) Limited HK$2 60.1%
Hong Kong Secretarial services
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Place of Issued and % of ordinary
incorporation paid-up shares held Nature of

Name of company and operation capital The Bank The Group business

HK$2,000 60.1%
Wai Chiu Company Limited Hong Kong Nominee director

and shareholder

HK$2,000 60.1%
Wai Hop Company Limited Hong Kong Nominee director

and shareholder

Walker St. Land Corp. US$0.10 100%
U.S.A. Property holding

* Ordinary Shares
** Redeemable Preference Shares
*** Non-voting Deferred Shares

Note: BVI denotes British Virgin Islands and PRC denotes People's Republic of China.

Co-operative Joint Ventures

Place of Issued/ Profit sharing
establishment Contributed percentage by Nature of

Name of company and operation registered capital The Bank The Group business

HK$1,000,000 100%
East Asia Property Agency PRC Property agency

(Guangzhou) Limited

HK$600,000 100%
East Asia Property Management PRC Property management

(Guangzhou) Limited

20. Investments in Associates

The Group The Bank
2001 2000 2001 2000

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

Unlisted shares, at cost 490,277 451,397
Share of net assets 650,078 757,930

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

Goodwill unamortised 1,154 4,204

651,232 762,134 490,277 451,397

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

Less: impairment loss (42,648) (51,508) (295,788) (241,242)

608,584 710,626 194,489 (210,155)

20.
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Details of these companies are as follows:-

Associates

Place of % of preference
incorporation % of ordinary shares held shares held Nature of

Name of company and operation The Bank The Group The Group business

Asia Strategic Capital Limited 30%
BVI Investment holding

Asian Capital Equities, Inc. 27%
Philippines Stock dealing

20%
Cementhai Trading (Hong Kong) Limited Hong Kong Trading

25%
China International Finance Company PRC General financial

Limited (Shenzhen) services

20%
DaimlerChrysler Services China Limited Hong Kong Financing and leasing
( formerly debis Financial Services services

China Limited)

East Asia (AEA) Capital Corporation 35%
Philippines Investment banking

50%
East Asia Heller Limited Hong Kong Factoring

East Asia MBK Limited 50% 50%
BVI Investment holding

35%
Hainan International Finance Company Limited PRC General financial

services

iBrandDirect.com (Holdings) Limited 33.3%
Cayman Islands Investment holding

25%
ICEA Finance Holdings Limited BVI Investment holding

Platinum Holdings Company Limited 30%
Cayman Islands Investment holding

PT Bank Daiwa Perdania 24.5%
Indonesia Banking & related

financial services

25%
Shanghai International Finance PRC In liquidation

Company Limited

24%
Summit Securities (S) Pte. Ltd. Singapore In liquidation
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Place of % of preference
incorporation % of ordinary shares held shares held Nature of

Name of company and operation The Bank The Group The Group business

20%
Sunfire Enterprises Limited BVI Property development

Transatlantic Trust Corporation 20%
Canada Administration

of trusts

48.7%
Trans-Ocean Insurance Company, Limited Hong Kong Insurance

20%
Trilease International Limited Hong Kong Leasing

Note: BVI denotes British Virgin Islands and PRC denotes People's Republic of China.

21. Goodwill

The Group The Bank
2001 2001

HK$'000 HK$'000

Cost
At 1st January 1,645,623
Addition through merger with UCB 158,593

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Additions through acquisition of subsidiaries 389,978

At 31st December 2,035,601 158,593

Accumulated amortisation
At 1st January 51,551
Addition through merger with UCB 43,613

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Amortisation for the year 98,064 7,930

At 31st December 149,615 51,543

Carrying amount at 31st December, 2001 1,885,986 107,050

Carrying amount at 31st December, 2000 (restated) 1,594,072

21.

1 1

12 31

1 1

12 31

2001 12 31

2000 12 31
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22. Fixed Assets

The Group

Bank Furniture, Fixtures Investment
Premises and Equipment Properties Total
HK$'000 HK$'000 HK$'000 HK$'000

Cost or valuation
At 1st January, 2001 4,015,063 1,405,937 500,906 5,921,906
Additions 153,897 168,555 322,452
Additions through acquisition

of subsidiaries 10,825 6,832 17,657
Transfers (3,466) 3,466
Disposals (2,290) (51,627) (27,208) (81,125)

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

Exchange adjustments (1,968) (4,752) (1,674) (8,394)

At 31st December, 2001 4,172,061 1,524,945 475,490 6,172,496

Accumulated depreciation
At 1st January, 2001 288,850 876,695 12,627 1,178,172
Charge for the year 46,205 158,753 938 205,896
Additions through acquisition

of subsidiaries 1,054 4,727 5,781
Transfers (271) 271
Written back on disposal (696) (38,701) (2,824) (42,221)

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

Exchange adjustments (547) (3,087) (374) (4,008)

At 31st December, 2001 334,595 998,387 10,638 1,343,620

Net book value at
31st December, 2001 3,837,466 526,558 464,852 4,828,876

Net book value at
31st December, 2000 3,726,213 529,242 488,279 4,743,734

The gross amounts of the above assets are stated:

At cost 2,765,935 1,524,945 353,528 4,644,408
At Directors' valuation - 1989 1,243,582 29,643 1,273,225

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

- 1991 162,544 92,319 254,863

4,172,061 1,524,945 475,490 6,172,496

The cost or valuation of bank premises and investment properties held for use under operating leases and
the related accumulated depreciation charge as at 31st December, 2001 were HK$931,322,000 (2000
HK$1,103,800,000) and HK$43,025,000 (2000 HK$48,261,000) respectively.

The total future minimum lease payments of bank premises and investment properties held for use under
non-cancellable operating leases are receivable as follows:

22.

2001 1 1

2001 12 31

2001 1 1

2001 12 31

2001 12 31

2000 12 31

 1989
 1991

2001 12 31
931,322,000

2000 1,103,800,000
43,025,000 2000 48,261,000
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The Group The Bank
2001 2000 2001 2000

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

Within one year 44,832 51,662 15,207 18,824
After one year but

within five years 40,953 59,540 13,617 11,726

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

After five years 4,857 769 4,857

90,642 111,971 33,681 30,550

Investment properties have not been revalued in accordance with the provisions of SSAP 13 "Accounting for
investment properties" as the amounts involved are not considered to be material in the context of these
accounts.

2001 2000
HK$'000 HK$'000

Bank premises and investment properties comprise:
Freeholds - Held outside Hong Kong 248,394 244,605
Leaseholds

Held in Hong Kong
On long-term lease (over 50 years) 3,006,287 3,027,096
On medium-term lease (10 - 50 years) 525,959 548,718
On short-term lease (below 10 years) 378 472

Held outside Hong Kong
On long-term lease (over 50 years) 171,342 44,828

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

On medium-term lease (10 - 50 years) 349,958 348,773

4,302,318 4,214,492

The Bank

Bank Furniture, Fixtures Investment
Premises and Equipment Properties Total
HK$'000 HK$'000 HK$'000 HK$'000

Cost or valuation
At 1st January, 2001 2,182,782 1,057,394 77,247 3,317,423
Additions 152,206 134,219 286,425
Addition through merger

with UCB 852,639 62,220 914,859
Transfers (4,025) 4,025
Disposals (1,690) (25,824) (27,208) (54,722)

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

Exchange adjustments (1,910) (3,024) (778) (5,712)

At 31st December, 2001 3,180,002 1,224,985 53,286 4,458,273

Accumulated depreciation
At 1st January, 2001 214,074 649,412 6,251 869,737
Charge for the year 34,436 128,230 252 162,918
Addition through merger

with UCB 33,137 24,586 57,723
Transfers (271) 271
Written back on disposal (683) (16,404) (2,824) (19,911)

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

Exchange adjustments (539) (2,025) (111) (2,675)

At 31st December, 2001 280,154 783,799 3,839 1,067,792

1
1 5

5

13

  

50
10 50
10

50
10 50

2001 1 1

2001 12 31

2001 1 1

2001 12 31
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The Bank

Bank Furniture, Fixtures Investment
Premises and Equipment Properties Total
HK$'000 HK$'000 HK$'000 HK$'000

Net book value at
31st December, 2001 2,899,848 441,186 49,447 3,390,481

Net book value at
31st December, 2000 1,968,708 407,982 70,996 2,447,686

The gross amounts of the above assets are stated:

At cost 1,936,420 1,224,985 23,644 3,185,049

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

At Directors' valuation - 1989 1,243,582 29,642 1,273,224

3,180,002 1,224,985 53,286 4,458,273

2001 2000
HK$'000 HK$'000

Bank premises and investment properties comprise:
Freeholds - Held outside Hong Kong 22,535 25,280
Leaseholds

Held in Hong Kong
On long-term lease (over 50 years) 1,991,289 1,324,472
On medium-term lease (10 - 50 years) 413,793 296,479
On short-term lease (below 10 years) 378 472

Held outside Hong Kong
On long-term lease (over 50 years) 171,342 44,828

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

On medium-term lease (10 - 50 years) 349,958 348,173

2,949,295 2,039,704

23. Convertible Bonds Issued

The 2 per cent Convertible Bonds issued amounting to HK$1,634,863,000 (US$209,665,000) were
redeemed on 19th July, 2001 at the option of the bond holders. Interest expense for the year
amounted to HK$82,063,000 (2000 HK$159,197,000).

24. Amounts Due from and Due to Subsidiaries

During the year, the Bank entered into transactions with certain subsidiaries in the ordinary course of its
banking business.  Details of the amounts due from and due to subsidiaries are as follows :

(a) Amounts due from subsidiaries
The Bank

2001 2000 Restated
HK$'000 HK$'000

Financial institutions 366,447 278,028

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Others 1,044,305 1,051,953

1,410,752 1,329,981

2001 12 31

2000 12 31

 1989

  

50
10 50
10

50
10 50

23.

1,634,863,000 (209,665,000
) 2% 2001

7 19
82,063,000

 (2000 159,197,000  )

24.

(a)
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(b) Amounts due to subsidiaries
The Bank

2001 2000 Restated
HK$'000 HK$'000

Financial institutions 6,879,172 7,968,993

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Others 4,610,965 235,198

11,490,137 8,204,191

25. Maturity Profile for 2001

The Group
3 3 1 5

1 5
1 year or 5 years or

Repayable 3 months less but over less but over After
on demand or less 3 months 1 year 5 years Undated Total

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

Assets
- Placements with banks and

other financial institutions 8,018,078 3,027,432 11,045,510
- Certificates of deposit held 696,504 665,075 1,027,925 29,941 2,419,445
- Advances to customers

(Note 17(a)) 7,240,490 10,763,128 10,131,823 38,022,095 39,495,857 2,521,169 108,174,562
- Advances to financial

institutions (Note 17(a)) 8,963 14,043 51,364 486,279 560,649
- Debt securities included in:

- Held-to-maturity debt
securities (Note 16(b)) 58,843 580,677 1,554,268 240,073 2,433,861

- Investment securities
(Note 16(c)) 50 20,155 20,205

- Other investments

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

in securities (Note 16(a)) 58,029 390,675 2,693,008 553,125 3,694,837

7,240,490 19,603,545 14,809,725 43,348,710 40,318,996 3,027,603 128,349,069

Liabilities
- Deposits and balances

of banks and other
financial institutions 191,331 3,611,383 1,361,638 3,899 5,168,251

- Deposits of customers 32,409,538 101,041,885 6,902,451 462,877 140,816,751
- Certificates of

deposit issued 7,485,600 1,100,000 8,585,600

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

- Convertible bonds issued 316,891 316,891

32,600,869 104,653,268 15,749,689 1,883,667 154,887,493

(b)

25. 2001

17(a)

17(a)

16(b)

16(c)

16(a)
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Notes on the Accounts(continued)

The Bank
3 3 1 5

1 5
1 year or 5 years or

Repayable 3 months less but over less but over After
on demand or less 3 months 1 year 5 years Undated Total

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

Assets
- Placements with banks and

other financial institutions 7,631,462 2,988,380 10,619,842
- Certificates of deposit held 605,383 433,917 701,845 1,741,145
- Advances to customers

(Note 17(a)) 5,572,868 9,263,245 8,374,664 32,955,232 31,405,678 1,903,502 89,475,189
- Advances to financial

institutions (Note 17(a)) 8,963 14,043 51,364 486,279 560,649
- Debt securities included in:

- Held-to-maturity debt
securities (Note 16(b)) 57,337 381,169 1,020,464 192,505 1,651,475

- Investment securities
(Note 16(c)) 9,592 9,592

- Other investments

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

in securities (Note 16(a)) 49,976 390,675 2,455,766 444,517 3,340,934

5,572,868 17,616,366 12,582,848 37,184,671 32,042,700 2,399,373 107,398,826

Liabilities
- Deposits and balances

of banks and other
financial institutions 176,972 3,601,013 1,349,591 5,127,576

- Deposits of customers 28,945,973 77,013,660 5,626,680 46,368 111,632,681
- Certificates of

deposit issued 7,384,233 1,100,000 2,200,000 10,684,233

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

- Convertible bonds issued 316,891 316,891

29,122,945 80,614,673 14,360,504 1,463,259 2,200,000 127,761,381

Maturity Profile for 2000

The Group
3 3 1 5

1 5
1 year or 5 years or

Repayable 3 months less but over less but over After
on demand or less 3 months 1 year 5 years Undated Total

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

Assets
- Placements with banks and

other financial institutions 7,984,171 3,985,318 11,969,489
- Certificates of deposit held 562,060 521,153 994,873 10,043 38,997 2,127,126
- Advances to customers

(Note 17(a)) 7,044,901 10,731,007 11,225,618 28,117,453 43,086,688 3,788,292 103,993,959
- Advances to financial

institutions (Note 17(a)) 8,934 45,281 79,357 377,053 510,625
- Debt securities included in:

- Held-to-maturity debt
securities (Note 16(b)) 591,420 621,766 1,232,783 340,734 15,401 2,802,104

17(a)

17(a)

16(b)

16(c)

16(a)

2000

17(a)

17(a)

16(b)
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The Group
3 3 1 5

1 5
1 year or 5 years or

Repayable 3 months less but over less but over After
on demand or less 3 months 1 year 5 years Undated Total

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

- Investment securities
(Note 16(c)) 50 17,351 17,401

- Other investments

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

in securities (Note 16(a)) 27,298 133,614 390,065 1,452,469 155,896 2,159,342

7,072,199 20,011,206 16,789,201 31,876,985 43,593,361 4,237,094 123,580,046

Liabilities
- Deposits and balances

of banks and other
financial institutions 215,024 3,490,898 1,174,549 18,858 4,899,329

- Deposits of customers 25,160,878 105,453,415 7,910,391 222,566 138,747,250
- Certificates of

deposit issued 6,065,350 2,478,848 8,544,198

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

- Convertible bonds issued * 1,952,254 1,952,254

25,375,902 108,944,313 17,102,544 2,720,272 154,143,031

The Bank
3 3 1 5

1 5
1 year or 5 years or

Repayable 3 months less but over less but over After
on demand or less 3 months 1 year 5 years Undated Total

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

Assets
- Placements with banks and

other financial institutions 7,334,668 3,752,246 11,086,914
- Certificates of deposit held 538,003 297,594 627,929 38,997 1,502,523
- Advances to customers

(Note 17(a)) 5,141,185 9,364,286 9,405,726 22,913,312 31,610,854 3,095,440 81,530,803
- Advances to financial

institutions (Note 17(a)) 8,934 45,281 79,357 377,053 510,625
- Debt securities included in:

- Held-to-maturity debt
securities (Note 16(b)) 42,102 263,473 734,156 233,210 15,401 1,288,342

- Investment securities
(Note 16(c)) 6,180 6,180

- Other investments

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

in securities (Note 16(a)) 27,298 112,961 380,956 1,413,496 127,227 2,061,938

5,168,483 17,400,954 14,145,276 25,768,250 31,971,291 3,533,071 97,987,325

Liabilities
- Deposits and balances

of banks and other
financial institutions 207,422 3,459,008 1,174,549 18,858 4,859,837

- Deposits of customers 20,852,643 77,022,437 5,979,214 93,146 103,947,440
- Certificates of

deposit issued 6,026,352 2,416,451 2,200,000 10,642,803

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

- Convertible bonds issued * 1,952,254 1,952,254

21,060,065 80,481,445 15,132,369 2,528,455 2,200,000 121,402,334

* 23 * Maturity based on expected Bondholders' option as mentioned in Note 23.

16(c)

16(a)

*

17(a)

17(a)

16(b)

16(c)

16(a)

*
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Notes on the Accounts(continued)

26. Tax and Deferred Taxation

The Group The Bank
2001 2000 2001 2000

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

Hong Kong profits tax provision 37,481 20,743 28,783 5,315
Overseas taxation 30,480 30,852 29,366 29,600

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

Deferred taxation (Note) 362,329 281,285 330,363 265,528

430,290 332,880 388,512 300,443

Note: Movement of deferred tax during the year is as follows:

The Group The Bank
2001 2000 2001 2000

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

At 1st January 281,285 297,644 265,528 293,899
Arising during the year (Note 8) 221,444 116,665 194,418 105,222
Amount written off on

investments in leasing
partnerships (140,400) (133,550) (140,400) (133,550)

Addition through merger
with UCB 10,817

Additions through acquisition
of subsidiaries 569

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

Exchange adjustments (43) (43)

At 31st December 362,329 281,285 330,363 265,528

Comprising:
Leasing transactions 329,106 253,276 304,939 242,459

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

Others 33,223 28,009 25,424 23,069

362,329 281,285 330,363 265,528

The revaluation surpluses arising on the revaluation of bank premises and investment properties are not
subject to deferred taxation as the disposal of these assets at their carrying value would result in capital
gains which are not subject to any tax liability.

There is no significant deferred taxation liability not provided for.

26. 

1 1
8

12 31
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27. Loan Capital

Loan capital of face value of HK$4,288,625,000 (US$550,000,000) and carrying amount of
HK$4,271,123,000 (US$547,755,000) represents 7.5% subordinated notes qualifying as tier 2 capital
which were issued on 30th January, 2001 by East Asia Financial Holding (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 Luxemburg Stock Exchange.
The notes will mature on 1st February, 2011.

Loan capital outstanding at 31st December, 2000 represented floating rate subordinated notes qualifying as
lower tier 2 capital issued by the Bank.  These notes were redeemed on 13th February, 2001.

28. Share Capital

2001 2000

No. of shares Nominal value No. of shares Nominal value
'000 HK$'000 '000 HK$'000

Authorised:
Ordinary shares
of HK$2.50 each 2,600,000 6,500,000 2,600,000 6,500,000

Issued and fully paid:
At 1st January 1,414,778 3,536,945 1,393,125 3,482,814
Shares issued in lieu of

dividends 12,822 32,055 13,244 33,109
Shares issued under Staff

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

Share Option Schemes 5,885 14,711 8,409 21,022

At 31st December 1,433,485 3,583,711 1,414,778 3,536,945

Pursuant to the approved Staff Share Option Schemes (the "Schemes"), options to purchase ordinary shares
in the Bank were granted to eligible Executive Directors and employees. The option price was 95% of the
average closing price of the existing shares of the Bank on The Stock Exchange of Hong Kong Limited on the
five business days immediately preceding the date of offer of such options. The options granted under the
Schemes will be exercisable between the first and the fifth anniversaries of the date of grant. At 31st
December, 2001, the outstanding options were:

Date of options granted Option price Number of shares

1997 4 29 29th April, 1997 HK$24.59 13,395,000
1998 4 20 20th April, 1998 HK$15.30 5,783,200
1999 4 21 21st April, 1999 HK$12.09 5,063,000
2000 4 20 20th April, 2000 HK$16.46 11,700,000
2001 4 19 19th April, 2001 HK$16.96 5,520,000

27.

4,288,625,000 (550,000,000
) 4 , 2 7 1 , 1 2 3 , 0 0 0

(547,755,000 )
East Asia

Financial Holding (BVI) Limited  2001
1 30 7.5%

2011 2 1

2000 12 31

2001 2 13

28.

2.50

1 1

12 31

5

95%
1 5

2001 12 31
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Notes on the Accounts(continued)

29. Reserves for 2001

2001
The Group The Bank Associates

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

(a) Share premium
At 1st January 338,071 338,071
Net premium on shares issued under

Staff Share Option Scheme 69,708 69,708         
Shares issued in lieu of dividends (32,055) (32,055)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Capital fee (30) (30)          

At 31st December 375,694 375,694

(b) General reserve
At 1st January

- As previously reported 9,041,002 9,673,225  
- Restatement of goodwill 1,645,623         
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 6,570       6,570

As restated 10,693,195 9,673,225 6,570

Addition through merger with UCB  155,000          
Transfer from current year profit 462,000 390,000
Transfer from retained profits 23,938     23,938
Shares issued in lieu of dividends 229,837 229,837
Realised surplus on disposals transferred

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

from property revaluation reserve 9,631 9,631

At 31st December 11,418,601 10,457,693 30,508

(c) Property revaluation reserve (undistributable)
At 1st January 1,385,463 1,390,863
Realised surplus on disposals

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

transferred to general reserve (9,631) (9,631)

At 31st December 1,375,832 1,381,232

(d) Statutory reserves (undistributable)
At 1st January

- As previously reported
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting  for investments in associates 5,534 5,534

As restated 5,534 5,534

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments (2)        (2)

At 31st December 5,532     5,532

(e) Capital reserve (undistributable)
At 1st January and 31st December 86,436

29. 2001

(a)
1 1

12 31

(b)
1 1

12 31

(c) ( )
1 1

12 31

(d) ( )
1 1

12 31

(e)  ( )
1 1 12 31
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2001
The Group The Bank Associates

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

(f) Exchange revaluation reserve (undistributable)
At 1st January

- As previously reported 2,992 10,296
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates (23,565) (23,565)

As restated (20,573) 10,296 (23,565)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments (29,139) (16,673) (5,913)

At 31st December (49,712) (6,377) (29,478)

(g) Other revaluation reserves (undistributable)
At 1st January

- As previously reported
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 76 76

As restated 76 76

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments (839)        (839)

At 31st December (763)     (763)

(h) Retained profits
At 1st January

- As previously reported 458,973 5,509
- Restatement of dividend receivable (98,468)
- Proposed final dividend restated 636,650 636,650
- Amortisation of restated goodwill (51,551)
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 237,876 167,166

As restated 1,281,948 543,691 167,166
Addition through merger with UCB 14,120
Net profit for the year 1,599,806 1,580,062 (20,989)
Transfer to general reserve (462,000) (390,000)
Transfer to general reserve (23,938) (23,938)
Dividends

- Proposed final dividend restated (636,650) (636,650)
- Interim dividend (300,430) (300,430)
- Final dividend in respect of previous year (1,821) (1,821)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange and other adjustments (4,745)        (4,745)

At 31st December 1,452,170 808,972 117,494

(i) Total reserves 14,663,790 13,017,214 123,293

(f) ( )
1 1

12 31

(g) ( )
1 1

12 31

(h)
1 1

12 31

(i)
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Notes on the Accounts(continued)

Reserves for 2000

2000 Restated
The Group The Bank Associates

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

(a) Share premium
At 1st January 281,865 281,865
Net premium on shares issued under

 Staff Share Option Scheme 89,345 89,345         
Shares issued in lieu of dividends (33,109) (33,109)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Capital fee (30) (30)          

At 31st December 338,071 338,071

(b) General reserve
At 1st January

- As previously reported 9,511,129 8,828,126  
- Restatement of goodwill 177,394         
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 6,570       6,570

As restated 9,695,093 8,828,126 6,570

Transfer from current year profit 780,000     610,000
Shares issued in lieu of dividends 235,099 235,099
Realised surplus on disposals transferred

from property revaluation reserve 1,003

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Capitalisation issue (18,000)

At 31st December 10,693,195 9,673,225 6,570

(c) Property revaluation reserve (undistributable)
At 1st January 1,386,466 1,390,863
Realised surplus on disposals

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

transferred to general reserve (1,003)

At 31st December 1,385,463 1,390,863

(d) Statutory reserves (undistributable)
At 1st January

- As previously reported
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 5,464 5,464

As restated 5,464 5,464
Transfer from retained profits 50 50

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments 20        20

At 31st December 5,534     5,534

(e) Capital reserve (undistributable)
At 1st January 68,436

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Capitalisation issue 18,000  

At 31st December 86,436     

2000

(a)
1 1

12 31

(b)
1 1

12 31

(c) ( )
1 1

12 31

(d) ( )
1 1

12 31

(e)  ( )
1 1

12 31
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2000 Restated
The Group The Bank Associates

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

(f) Exchange revaluation reserve (undistributable)
At 1st January

- As previously reported 13,838 20,990
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates (12,256) (12,256)

As restated 1,582 20,990 (12,256)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments (22,155) (10,694) (11,309)

At 31st December (20,573) 10,296 (23,565)

(g) Other revaluation reserves  (undistributable)
At 1st January

- As previously reported
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates (164) (164)

As restated (164) (164)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments 240        240

At 31st December 76     76

(h) Retained profits
At 1st January

- As previously reported 286,274 6,442
- Restatement of dividend receivable (55,969)
- Proposed final dividend restated 529,388 529,388
- Amortisation of restated goodwill (35,762)
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 204,280 120,894

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

As restated 984,180 479,861 120,894

Net profit for the year
- As previously reported 1,871,022 1,527,390
- Restatement of dividend receivable (42,499)
- Amortisation of restated goodwill (15,789)
- Arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates 31,845 44,521

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

As restated 1,887,078 1,484,891 44,521

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Transfer to general reserve (780,000) (610,000)

Transfer to statutory reserves
arising from adoption of equity

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

accounting for investments in associates (50) (50)

Dividends
- As previously reported (918,323) (918,323)
- Final dividend paid in respect of previous year (529,388) (529,388)
- Final dividend proposed after the

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

balance sheet date 636,650 636,650

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

As restated (811,061) (811,061)

(f) ( )
1 1

12 31

(g) ( )
1 1

12 31

(h)
1 1
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Notes on the Accounts(continued)

2000 Restated
The Group The Bank Associates

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

Exchange and other adjustments arising
from adoption of equity accounting

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

for investments in associates (restated) 1,801 1,801

At 31st December 1,281,948 543,691 167,166

(i) Total reserves 13,770,150 11,956,146 155,781

The application of the share premium account is governed by Section 48B of the Hong Kong Companies
Ordinance.

General reserve was set up from the transfer of retained earnings, the realised revaluation surplus on
disposal of properties and the value of shares issued in lieu of dividend.

Property revaluation reserve and exchange revaluation reserve have been set up and are dealt with in
accordance with the accounting policies adopted for the revaluation of bank premises and investment
properties and foreign currency translation.

Capital reserve represents the capitalisation of subsidiaries' reserves.

Total distributable reserves of the Bank amounted to HK$11,266,665,000 (2000 restated
HK$10,216,916,000).

30. 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:

The Group The Bank
2001 2000 2001 2000

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

Direct credit substitutes 3,717,540 2,250,206 3,609,603 2,125,027
Transaction-related contingencies 460,168 260,214 345,349 246,273
Trade-related contingencies 2,197,335 2,705,737 2,029,647 2,401,645
Note issuance and revolving

underwriting facilities 23,178 31,368 23,178 31,368
Other commitments with

an original maturity of :
under 1 year or which are

unconditionally
cancellable 24,391,868 22,507,332 15,623,232 14,001,923

1 year and over 7,469,282 5,069,455 7,474,961 4,747,648

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

Others 1,993

38,259,371 32,826,305 29,105,970 23,553,884

   

12 31

(i)   

48B

11,266,665,000 2000
10,216,916,000

30.

(a)

1

1
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(b) Derivatives

Derivatives refer to financial contracts whose value depends on the value of one or more underlying
assets or indices.

The following is a summary of the notional amounts of each significant type of derivative for the Group
and the Bank :

The Group The Bank
2001 2000 2001 2000

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

Exchange rate contracts
Forwards and futures 6,207,330 7,227,124 6,116,206 6,351,492
Swaps 14,127,436 15,269,665 13,698,573 15,261,757
Options purchased 167,908
Options written 167,908

Interest rate contracts
Forwards and futures 162,710 253,935 146,000 217,588
Swaps 6,250,323 1,572,211 6,250,323 1,505,915
Options purchased 19,493 19,499 19,493 19,499

Equity contracts
Options purchased 19,365

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

Options written 19,365

27,141,838 24,342,434 26,230,595 23,356,251

The above financial instruments represent transactions that are substantially initiated in response to
customer demands and no significant positions are maintained by the Group or the Bank.

The replacement costs and credit risk weighted amounts of the aforesaid off-balance sheet exposures
are as follows. These amounts do not take into account the effects of bilateral netting arrangements.

The Group The Bank
2001 2000 2001 2000

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

Replacement costs
Exchange rate contracts 135,209 284,751 135,365 281,909

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

Interest rate contracts 55,196 73,961 55,192 71,101

190,405 358,712 190,557 353,010

Credit risk weighted amounts
Contingent liabilities and

commitments 7,789,246 5,194,552 7,650,961 4,923,893
Exchange rate contracts 125,819 132,793 120,823 121,017

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

Interest rate contracts 18,597 22,938 18,595 21,460

7,933,662 5,350,283 7,790,379 5,066,370

(b)
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Notes on the Accounts(continued)

The tables above give the contractual or notional amounts, replacement cost and credit risk-weighted
amounts of off-balance sheet transactions. The replacement cost is calculated for the purposes of
deriving the credit risk-weighted amounts. 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. Replacement cost is a close approximation of the credit risk for
these contracts as at the balance sheet date. 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 contract
amounts is not representative of future liquidity requirements.

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 notional amounts of these instruments indicate the volume of transactions outstanding at the
balance sheet date; they do not represent amounts at risk.

(c) Capital commitments

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

The Group The Bank
2001 2000 2001 2000

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

Expenditure authorised and
contracted for 65,694 78,356 64,657 70,776

Expenditure authorised but not

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

contracted for 3,089 2,072 2,739 1,683

68,783 80,428 67,396 72,459

(d) Operating lease commitments

At 31st December, 2001, the total future minimum lease payments under non-cancellable operating
leases are payable as follows:

The Group The Bank
2001 2000 2001 2000

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

Premises
Leases expiring:

within one year 102,435 99,401 122,970 112,564
after one year but within

five years 82,479 105,443 70,222 86,706

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

after five years 29,934 34,206 27,382 33,145

214,848 239,050 220,574 232,415

0% 100%
0% 50%

(c)

12 31

(d)  

2001 12 31

1
1 5

5
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31. (a) Reconciliation of profit for the year before taxation to
net cash (outflow) / inflow from operating activities

2001 2000 Restated
HK$'000 HK$'000

Profit for the year before taxation 1,890,856 2,180,747
Decrease in interest receivable and other accounts 55,679 796,115
Increase in interest payable and other accounts (72,428) (338,000)
Charge for bad and doubtful debts 432,385 706,786
Provision for diminution in non-trading equity securities 10,321 2,436
Provisions on held-to-maturity debt securities, investment

securities and associates 45,049 72,530
Share of profits less losses of associates 12,741 (51,878)
Net profit on disposal of held-to-maturity debt securities,

investment securities and associates (21,445) (16,071)
Net (profit) / loss on disposal of

non-trading securities (705) 13,145
Net (profit) / loss on disposal of fixed assets (8,369) 5,167
Interest expenses on certificates of deposit and bonds issued 879,415 992,090
Depreciation on fixed assets 205,896 170,395
Amortisation of goodwill 98,064 15,789

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Dividend income from equity securities (21,753) (12,285)

Net cash inflow from trading activities 3,505,706 4,536,966

Net (increase) / decrease in placements with banks and other
financial institutions (repayable beyond three months) (167,282) 2,205,572

Net (increase) / decrease in trade bills (16,135) 89,170
Net increase in certificates of deposit held (repayable

beyond three months) (153,230) (504,373)
Net decrease / (increase) in trading

equity securities 126,882 (215,399)
Net increase in advances to customers (4,064,986) (7,466,403)
Net (increase) / decrease in advances to banks and other

financial institutions (50,024) 319,860
Net decrease in treasury bills

(repayable beyond three months) 4,530,325
Net increase in debt securities

(repayable beyond three months) (1,510,356) (490,333)
Net increase in deposits and balances of banks and other

financial institutions 261,124 2,547,380
Net increase in deposits of customers 1,122,179 6,776,082

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Exchange adjustments (32,226) 11,137

Net cash (outflow) / inflow from operating activities (978,348) 12,339,984

31. (a)
 / 

 / 
 / 

 / 3
 / 

3
 /

 /

 /

3

3

 / 
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Notes on the Accounts(continued)

(b) Purchase of subsidiaries

2001 2000
HK$'000 HK$'000

Net assets acquired

Cash and balances with:
- The Bank 73,697
- Other banks and financial institutions 5,452,900

Placements with banks and other financial institutions
maturing between one and twelve months 337,775 272,986

Trade bills less provisions 28,614
Other investments in securities 125,213 328
Certificates of deposit held 473,250
Advances and other accounts less provisions 599,648 15,094,184
Held-to-maturity debt securities 6,397 866,515
Investment securities 2,854 2,027
Fixed assets 11,876 691,090
Deposits and balances with banks and other

financial institutions (7,798) (31,185)
Deposits of customers (947,322) (19,711,956)
Certificates of deposit issued (101,395)
Other accounts and provisions (11,576) (312,046)

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Minority interests (436,985)

117,067 2,362,024

Purchase of remaining net assets of a subsidiary owned
by its former minority shareholders 433,289

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Goodwill arising on consolidation 389,978 1,468,229

940,334 3,830,253

Investment cost payable
- as at 1st January 377,894

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

- as at 31st December (1,682) (377,894)

Total amount satisfied by cash 1,316,546 3,452,359

(c) Net cash outflow/(inflow) from acquisition of
subsidiaries

2001 2000
HK$'000 HK$'000

Cash consideration 1,316,546 3,452,359

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Less: Cash and cash equivalents acquired (337,775) (6,196,144)

978,771 (2,743,785)

(b)

1 12

1 1
12 31

(c)  /
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(d) Analysis of changes in financing for 2001

Share capital
(including Certificates Convertible

Loan capital share premium) of deposit bonds
HK$'000 HK$'000 HK$'000 HK$'000

The Group
At 1st January 2,339,850 3,875,016 8,544,198 1,952,254
Cash inflow from financing 4,272,498 84,419 6,069,750
Cash outflow upon

redemption (2,339,790) (6,026,322) (1,635,345)
Capital fee paid (30)

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

Exchange adjustments (1,435) (2,026)  (18)

At 31st December 4,271,123 3,959,405 8,585,600 316,891

Analysis of changes in financing for 2000

Share capital
(including Certificates Convertible

Loan capital share premium) of deposit bonds
HK$'000 HK$'000 HK$'000 HK$'000

The Group
At 1st January 3,764,679 8,387,743 2,292,056
Cash inflow from financing 2,340,000 110,367 3,894,950
Cash outflow upon

redemption (3,854,112) (347,985)
Capital fee paid (30)
Additions through acquisition of

subsidiaries 101,395

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

Exchange adjustments (150) 14,222 8,183

At 31st December 2,339,850 3,875,016 8,544,198 1,952,254

(e) Analysis of the balances of cash and cash equivalents

2001 2000
HK$'000 HK$'000

Cash and balances with banks and other financial institutions 1,540,101 1,460,823
Money at call and short notice 35,494,524 37,636,072
Other placements with banks and other financial institutions

(repayable within three months) 2,477,880 3,267,645
Treasury bills and debt securities

(repayable within three months) 2,860,492 3,869,953

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Certificates of deposit 468,679 330,132

42,841,676 46,564,625

(d) 2001

1 1

12 31

2000

1 1

12 31

(e)

3

3
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Notes on the Accounts(continued)

32. Loans to Officers

The aggregate of loans to officers of the Bank disclosed pursuant to Section 161B(4B) and (4C) of the Hong
Kong Companies Ordinance is as follows:

2001 2000
HK$'000 HK$'000

Aggregate amount of relevant loans outstanding at
31st December

By the Bank 662,684 365,244

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

By subsidiaries 16,806 17,781

679,490 383,025

The maximum aggregate amount of relevant loans
outstanding during the year

By the Bank 2,172,210 614,898
By subsidiaries 17,781 18,503

33. Material Related Party Transactions

The Group maintains certain retirement benefit schemes for its staff as per Note 2(q).  In the year 2001, the
total amount of contributions the Bank made to the schemes was HK$59 million (2000 : HK$47 million).

The Group enters 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.  The transactions include accepting deposits from and extending credit facilities to
them.  Except that there is an interest free shareholder's advance extended to one associate amounting to
HK$33 million at 31st December, 2001 (2000 HK$39 million), all interest rates in connection with the
deposits taken and credit facilities extended are under terms and conditions normally applicable to customers
of comparable standing.

The interest received from and interest paid to the Group's related parties for the year, and the outstanding
balances of amounts due from and due to them at the year end are aggregated as follows:

2001 2000

% to Group total % to Group total

Interest income 3.9 2.6
Interest expense 3.0 2.9
Amount due from related parties (Note a) 3.8 4.8
Amount due to related parties (Note b) 2.5 1.9

Notes: (a) Base on total assets excluding cash and short-term funds, placements with banks and other
financial institutions maturing between one and twelve months, investments in associates and
fixed assets.

(b) Based on deposits of customers and debt instruments issued.

34. Comparative Figures

Certain comparative figures have been adjusted as a result of the changes in accounting policies, details of
which are set out in Note 3, and reclassified to conform with the current year's presentation.

32.

161B  (4B) (4C)

12 31

33.

2(q) 2001
59,000,000

2000 47,000,000

2001 12 31
33,000,000 2000 39,000,000

2001
2001 12 31

a
b

(a)
1

12

(b)

34.

3


