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The directors have pleasure in submitting their report together with the audited
financial statements for the year ended 31 December 2002.

PRINCIPAL ACTIVITIES

The principal activities of the Group and the Company are the provision of general
banking and related financial services, primarily in Hong Kong. On 25 November
2002, the appointed date of the CITIC Ka Wah Bank Limited (Merger) Ordinance
(the ‘Ordinance’), the bulk of the business undertaking of CITIC Ka Wah Bank
Limited were vested in The Hongkong Chinese Bank, Limited ("HKCB’) and
thereafter, the Company became an investment holding company holding all the
shareholding interests of the CITIC Ka Wah Bank Group. The name of the Company
was changed to CITIC International Financial Holdings Limited (FR 1= BRI & Bl iR
BBR2AA) and the name of HKCB was changed to CITIC Ka Wah Bank Limited (47
2 ERITHERAA) simultaneously. Particulars of the Company’s principal
subsidiaries as at 31 December 2002 are set out in note 20 on the financial
statements.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2002 and the state of the
Company and the Group’s affairs as at that date are set out in the financial
statements on pages 102 to 189.

DIVIDENDS

An interim dividend of HK$0.03 (2001: HK$0.03) per share was paid on 16
September 2002. The directors recommend the payment of a final dividend of
HK$0.13 (2001: HK$0.025) per share in respect of the year ended 31 December
2002. The final dividend will be paid in cash, with an option to receive new, fully
paid shares in lieu of cash.

CHARITABLE DONATIONS

Charitable donations made by the Group during the year amounted to HK$159,150
(2001: HK$57,571).

FIXED ASSETS

Movements in fixed assets are set out in note 24 on the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during the year are set
out in note 31 on the financial statements.

SHARE CAPITAL

Movements in the share capital of the Company are set out in note 30 on the
financial statements.
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DIRECTORS

The directors during the financial year and up to the date of this report are as follows
(arranged in the order of number of strokes of the directors’ Chinese surnames):

Mr. Kong Dan (Chairman)

Mr. Wang Dongming
(appointed on 25 November 2002)

Mr. Kong Siu Chee Kenneth (Managing Director)

Mr. Lee Wing Hung Raymond (Managing Director and ACEO)
(appointed on 21 March 2002)

Mr. Ju Weimin

Mr. Lam Kwong Siu (Independent Non-Executive Director)

Mr. Fan Sheung Tak Stephen (Independent Non-Executive Director)
(appointed on 25 November 2002)

Mr. Chang Zhenming (Chief Executive Officer)

Mrs. Chan Hui Dor Lam Doreen (Managing Director and ACEO)

Mr. Zhang En Zhao

Mr. Yang Chao

Mr. Zhao Shengbiao

Mr. Liu Jifu
(appointed on 25 November 2002)

Mr. Lo Wing Yat Kelvin (Managing Director)

Mr. Dou Jianzhong

Mr. Yu Baozhong

(resigned on 25 November 2002)
Mr. Li Hengxun

(resigned on 25 November 2002)
Dr. Daniel H Lam

(resigned on 25 November 2002)
Mr. Zhuang Shoucang

(resigned on 25 November 2002)

In accordance with Article 111(1) of the Company’s Articles of Association, Mr.
Wang Dongming, Mr. Fan Sheung Tak Stephen and Mr. Liu Jifu retire from the
Board at the forthcoming Ordinary Yearly Meeting and, being eligible, offer
themselves for re-election.
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BREFZ ML = Mrs. Chan Hui Dor Lam Doreen
LIRS RE Mr. Kong Siu Chee Kenneth
EKREE Mr. Lo Wing Yat Kelvin
BRI Mr. Zhao Shengbiao
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DIRECTORS (cont'd)

In accordance with Article 118 of the Company’s Articles of Association, Mr. Dou
Jianzhong, Mr. Zhao Shengbiao, Mr. Lam Kwong Siu and Mr. Lo Wing Yat Kelvin
retire from the Board by rotation at the forthcoming Ordinary Yearly Meeting and,
being eligible, offer themselves for re-election.

None of the directors has a service contract with the Company or any of its
subsidiaries which is not determinable by the Company within one year without
payment of compensation, other than normal statutory obligations.

DIRECTORS’ INTERESTS

At 31 December 2002, the beneficial interests of the directors in the share capital
of the Company as recorded in the register maintained under section 29 of the
Securities (Disclosure of Interests) Ordinance were as follows:

BREEES1THTER
Ordinary shares of HK$1 each

PN KiEtEE HithieEzs > W AREE
Personal Family Other Total
interests interests interests* interests

- - 2,074,689 2,074,689

- - 2,074,689 2,074,689

- - 2,074,689 2,074,689

1,400,000 - 614,114 2,014,114

* These represented the outstanding share options held by the respective

directors pursuant to the Senior Executive Share Option Scheme of the
Company adopted on 30 March 1995.

No contract of significance in relation to the Company’s business to which the
Company, its holding company, subsidiaries or fellow subsidiaries was a party and
in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

Apart from the above, at no time during the year was the Company, its holding
company, subsidiaries or fellow subsidiaries a party to any arrangement to enable
the directors or any of their spouses or children under eighteen years of age to
acquire benefits by means of the acquisition of shares in or debentures of the
Company or any other body corporate.
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SENIOR EXECUTIVE SHARE OPTION SCHEME

A Senior Executive Share Option Scheme (the ‘Option Scheme’) is maintained by
the Company, under which eligible senior executives (including executive directors)
of the Company were granted share options for subscription of shares of the
Company. The Option Scheme was adopted on 30 March 1995 and will be
terminated on 29 March 2005. The exercise price of options was determined by
the Board and was the higher of the nominal value of the shares and 80% of the
average of the closing prices of the shares on The Stock Exchange of Hong Kong
Limited (the ‘Stock Exchange’) for the five business days immediately preceding
the date of the grant. The consideration for accepting the options granted was
HK$1.00 per grant.

The maximum number of shares in respect of which options may be granted under
the Option Scheme may not exceed 10% of the issued share capital of the Company
from time to time, excluding any shares which have been duly allotted and issued
pursuant to the exercise of any option granted under the Option Scheme. As at
31 December 2002, the total number of ordinary shares available for issue
under the Option Scheme is 300,835,662 or 9.9% of the issued share capital of
the Company.
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BRERE  BRERE

No. of
options No. of
outstanding options
atthe outstanding
beginning at the
of the year year end
REFSHL+ 2,000,000 2,000,000
Mrs. Chan Hui Dor Lam Doreen
- *74,689
IRERE 2,000,000 2,000,000
Mr. Kong Siu Chee Kenneth
- *74,689
EXREE 2,000,000 2,000,000
Mr. Lo Wing Yat Kelvin
- *74,689

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

At 31 December 2002, the directors and employees of the Company had the
following interests in options to subscribe for shares of the Company (market
value per share at 31 December 2002 was HK$2.25) granted pursuant to the
Option Scheme of the Company. Each option gives the holder the right to subscribe
for one share.

FEERTR fTfE it S
e BREBA  FEARN  BRERD Wi B
BPEY BRESE  ORBYE WRERE  ERTEE (&3)

No. of shares

acquired No. of Price per ~ Weighted

Period during  on exercise options share on average

which of options lapsed exercise closing

Date options during during of price

granted  exercisable the year the year options (note 3)

&% () & ()

HKS HK$

17/08/1999 20/04/2000 - - *2.217 -
£to
29/03/2005

28/02/2002 28/02/2002 - - 2.217 -
£to
29/03/2005

17/08/1999 18/05/2001 - - *2.217 -
£to
29/03/2005

28/02/2002 28/02/2002 - - 2.217 -
£to
29/03/2005

17/08/1999 31/10/1999 - - *2.217 -
£to
29/03/2005

28/02/2002 28/02/2002 - - 2.217 -
£to
29/03/2005
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No. of
options
outstanding
at the
beginning
of the year

R AL 87,000

Mr. Zhao Shengbiao

210,875

316,239

Hitfg S 45t 200,000

Aggregate total of other employees

37,000

42,125

73,689

1,200,000
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No. of
options
outstanding
at the

year end

87,000

210,875

316,239

200,000

37,000

42,125

73,689

450,000

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

g 4=k

Date
granted

10/04/1996

08/05/1997

06/05/1998

30/03/1995

10/04/1996

08/05/1997

06/05/1998

16/04/1999

o{TfE
FRENE

Period during
which
options
exercisable

11/04/1996
ER0)

29/03/2005

09/05/1997
ER0)

29/03/2005

07/05/1998
£to

29/03/2005

30/03/1995
£to

29/03/2005

11/04/1996
£to

29/03/2005

09/05/1997
£to

29/03/2005

07/05/1998
£to

29/03/2005

06/08/1999
£to

29/03/2005

EEMITHRE
FBIRERA
Bk EE
No. of shares
acquired

on exercise
of options
during

the year

750,000

EERKN
HIREAR 1R

No. of
options
lapsed
during
the year

fTfE
RIRiERN
BR{TRE

Price per
share on
exercise
of
options
&% (%)
HK$

1.000

1.000

1.000

1.000

1.000

1.000

1.000

*1.620

IRy
Wi (B
(&#3)

Weighted
average
closing
price
(note 3)
& ()
HK$

2275
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options
outstanding
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beginning
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HitfE B4t (&)
Aggregate total of other employees
(cont'd)

3,000,000

1,000,000

2,700,000

4,200,000

2,000,000

RER
RITHERY
fEkERE
No. of
options
outstanding

at the
year end

*22,406

4,000,000

*149,377

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

g 4=k

Date
granted

28/02/2002

17/08/1999

17/08/1999

17/08/1999

28/02/2002

17/08/1999

28/02/2002

29/02/2000

o{TfE
FRENE

Period during
which
options
exercisable

28/02/2002
ER0)

29/03/2005

24/02/2000
ER0)

05/01/2002

11/02/2000
£to

01/01/2002

24/02/2000
£to

31/03/2002

28/02/2002
£to

31/03/2002

01/04/2000
£to

29/03/2005

28/02/2002
£to

29/03/2005

18/01/2002
£to

31/12/2002

EEMITHRE
FERRIERA
HRBEE
No. of shares
acquired

on exercise
of options
during

the year

*22,407

750,000

2,000,000
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No. of
options
lapsed
during
the year

3,000,000

1,000,000

1,950,000

*100,830

200,000

*7,469

fTfE
RIRiERN
BR{TRE

Price per
share on
exercise
of
options
&% (%)
HK$

1.620

2.300

2.300

¥2.217

2217

*2.217

2217

*¥1.970

IR
Wi (B
(&#3)

Weighted
average
closing
price
(note 3)
& ()
HK$

2.275

2.483

2.248
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RED
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No. of
options
outstanding
at the
beginning
of the year

HitfE B4t (&) =
Aggregate total of other employees
(cont'd)

1,000,000

1,700,000

2,000,000

1,000,000
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No. of
options
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700,000

*37,344

1,700,000

*63,485

1,000,000

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

g 4=k

Date
granted

28/02/2002

16/03/2000

28/02/2002

28/03/2000

28/02/2002

19/05/2000

28/02/2002

27/06/2000

o{TfE
FRENE

Period during
which
options
exercisable

28/02/2002
ER0)

31/12/2002

16/03/2001
ER0)

29/03/2005

01/03/2002
£to

29/03/2005

31/03/2000
£to

29/03/2005

28/02/2002
£to

29/03/2005

26/04/2002
£to

29/03/2005

26/04/2002
£to

29/03/2005

05/06/2002
£to

29/03/2005

EEMITHRE
FBIRERA
Bk EE
No. of shares
acquired

on exercise
of options
during

the year

*74,689

300,000

2,000,000

*74,688

EERKN
HIREAR 1R

No. of
options
lapsed
during
the year

e

R R HERS Y
BIRITHEE
Price per
share on
exercise
of

options
&% (%)
HK$

1.970

*1.828

1.828

*1.758

1.758

*1.513

*1.681

IR
Wi (B
(&#3)

Weighted
average
closing
price
(note 3)
& ()
HK$

2.248

2392

2.663

2.663
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HitfE B4t (&) =
Aggregate total of other employees
(cont'd)

700,000

200,000

2,300,000

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

RER
RATREH)
fRRENE g 4=k

No. of
options
outstanding
at the Date
year end granted

*37,344 28/02/2002

500,000 10/08/2000

*18,672 28/02/2002

200,000 23/08/2000

*7,469  28/02/2002

1,300,000  05/12/2000

*48,547 28/02/2002

o{TfE
FRENE

Period during

which
options
exercisable

05/06/2002
ER0)

29/03/2005

11/08/2001
ER0)

29/03/2005

28/02/2002
£to

29/03/2005

24/08/2001
£to

29/03/2005

28/02/2002
£to

29/03/2005

22/10/2001
£to

29/03/2005

28/02/2002
£to

29/03/2005

ERMTTE
FEIRAERE
Bk EE
No. of shares
acquired

on exercise
of options
during

the year

200,000

*7,469

1,000,000

*37,344
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No. of
options
lapsed
during
the year

e

R R HERS Y
BIRITHEE
Price per
share on
exercise
of

options
&% (%)
HK$

1.681

*2.198

2.198

*2.213

2213

*1.747

1.747

IRy
Wi (B
(&#3)

Weighted
average
closing
price
(note 3)
& ()
HK$

2.600

2.600

2.192

2.192
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HRE
RITER)
fElkERE
No. of
options
outstanding
at the
beginning
of the year

HitES %5 (8) 300,000
Aggregate total of other employees
(cont'd)

o

RER
RITHERY
fEkERE
No. of
options
outstanding

at the
year end

300,000

*11,203

SENIOR EXECUTIVE SHARE OPTION SCHEME (cont'd)

BT IR E R BB IRAE S E AN AR RSt
B FRITHROBE A

AATRBRHR—ZZT_F-—A=—+/\BRHEREZA
— XMW THERB2.4257T°

LA 78 1 RIS AR AT 8 B B AT RO AR 10 InAE U i (&

*RRR-FZ_F—-F L AAQABITAE-HRE
HEERE K OBRESE ASENERE 2R
ETRESIRABAATEBROBE L 190 /FEE

FRERT VBB IR FETE 1T BE1R T0 AT B TS SRR AR - R FME
THBIRENEEFN LR 9P RZETER AR
WERR HESRRYLNEER —ZZT_F+=-A=+
—RIEFERMETBREEEFRE -ESMAEE
R IR AR R T A R IR B E ARV RT AL AT REE B AR
RMERESRTEREZH M-

EEMITHRE 111 TNt
i BREBA  EERAKY R lRERs Y Wi {8
BYEH BRESE ORGHEE HRE AR 1 BRITRE (&3)
No. of shares
acquired No. of Price per ~ Weighted
Period during  on exercise options share on average
which of options lapsed exercise closing
Date options during during of price
granted  exercisable the year the year options (note 3)
&% () & ()
HK$ HK$
26/03/2001 27/03/2002 - - *1.758 -
£to
29/03/2005
28/02/2002 27/03/2002 - - 1.758 -
£to
29/03/2005
Notes:
1. All the options lapsed before expiry of the options will be added back to the number
of shares available to be issued under the Option Scheme.
2. The closing price of the shares of the Company immediately before the date on which
the options were granted on 28 February 2002 was HK$2.425.
3 This represents the weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised.
4. * Subsequent to the one for six Rights Issue of the Company on 7 January 2002, the

exercise prices were adjusted while options to subscribe for additional ordinary shares
of the Company were granted to certain existing option holders as adjustments made
to their existing options to reflect the dilution effect of the Rights Issue.

The share options granted are not recognised in the financial statements until
they are exercised. The directors consider that it is not appropriate to disclose the
value of options granted during the year ended 31 December 2002 since any
valuation of the options would be subject to a number of assumptions that would
be subjective and uncertain. The directors believe that the evaluation of options
based upon speculative assumptions would not be meaningful and would
be misleading.
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Name of shareholder

HEEREEREAR (THED

SUBSTANTIAL SHAREHOLDER

As far as the directors are aware, the following had an interest of 10% or more of
the issued share capital of the Company as at 31 December 2002:

BRREEES 1T
By E R R o0 A
Number of

ordinary shares of

HK$1.00 each Shareholding %

1,667,840,076 55%

China International Trust and Investment Corporation (‘CITIC’)

Br iR &SN BB A A AEA A —F A
ERAATEBITRA10% R LRS-

FEER AEEEEPE (ADANERRKRR) RE
HAME QR R EEBBRPETRE AEERA
NEEREREEMHBATAR -2 -F+=-A=
T - HNEFERIBRERME 7R

FAER 5

R-ZZ_F_ANA AATRILPEERTIHE
BRAT ([FEERER]) BIERBEZERAR LXZZ
AR EBRZHEFEERDBIBHAARARPEIFES1%
R49%MFEEARERSFERAT ([REEREFEF])
(AIBEERFERAR) RPEELATHERA T
(THREEEATE]) FIBEESMERAT) HE®#
TR -BEFRERE PEENERDBIBARAF
K2 & HE X BDramatic Year Limited ([Dramatic
Yearl) R EHI2EMT B2 T True Worth Investments
Limited ([True Worthl) #H51% & 49% IR ez

Save as disclosed above, the directors are not aware of any other party having an
interest representing 10% or more of the issued share capital of the Company.

During the year, the Group entered into transactions with the Company’s controlling
shareholder, CITIC, and its other subsidiaries in the normal course of business.
The Company and the Group’s balances with CITIC and its other subsidiaries as at
31 December 2002 are set out in note 17 on the financial statements.

CONNECTED TRANSACTIONS

On 4 February 2002, the Company re-organised the shareholding structure of its
two non-wholly owned subsidiaries, namely CITIC Capital Securities Limited (‘CCSL’)
(then known as Cargary Securities Limited) and CITIC Capital Markets Limited
('CCML) (then known as Ka Wah Capital Limited) by setting up a new intermediate
holding company namely CITIC Capital Markets Holdings Limited (‘{CCMH’) to
take up the entire issued share capital of both subsidiaries. Both CCSL and CCML
were held as to 51% by the Company and 49% by CITIC before the restructuring
and thereafter, the Company and CITIC held respectively 51% and 49% of the
shareholding interest of CCMH through their respective wholly-owned subsidiaries,
Dramatic Year Limited (‘Dramatic Year’) and True Worth Investments Limited
(“True Worth").
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BB 5 ()

N-Z2Z_F=F+MA KATERE True Worth
REREFRAT ([HEZ%=E]) ‘Forever Glory
Limited ([Forever Gloryl) (FEHZENZEHNB L
7)) ~Dramatic YearR FIEEAIZIRET S R 1D EZE R
Bz -RIBEZIHE Forever GloryRE LB
499,591,837 TR EE RN ZERAIFA > M Dramatic
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CONNECTED TRANSACTIONS (contd)

On 14 March 2002, the Company entered into a Share Transfer and Subscription
Agreement with CITIC, True Worth, CITIC Pacific Limited (‘CITIC Pacific’), Forever
Glory Holdings Ltd (‘Forever Glory’) (a subsidiary of CITIC Pacific), Dramatic Year
and CCMH. Under this agreement, Forever Glory agreed to subscribe for new
shares in CCMH for cash consideration of HK$499,591,837 and Dramatic Year
agreed to sell shares in CCMH to Forever Glory for cash consideration of
HK$10,408,163. Upon completion of the transaction, Dramatic Year, True Worth
and Forever Glory would hold 25%, 25% and 50% of the issued share capital of
CCMH respectively. The share transfer and subscription was completed on 27
May 2002. Accordingly, the issue of new shares by CCMH and the disposal of
CCMH's shares by Dramatic Year to Forever Glory constituted connected
transactions of the Company under Chapter 14 of the Rules Governing the Listing
of Securities on the Stock Exchange (the ‘Listing Rules’).

CONTINUING CONNECTED TRANSACTIONS

Pursuant to the tenancy agreement dated 1 September 2000 made between CITIC
Ka Wah Bank Limited then (‘{CKWB') and CCSL, CKWB let to CCSL the premises at
2nd and 3rd Floors, Ka Wah Bank Centre, 232 Des Voeux Road Central, Hong
Kong for a period of one year commencing from 1 January 2000 with an option to
renew for a second term of one year and a further option for a third term of one
year at the then market rate. On 1 December 2001, CCSL had exercised the
option to renew the tenancy for the third term of one year from 1 January 2002 to
31 December 2002 at the monthly rental of HK$120,408. On 1 February 2002,
the monthly rental was adjusted to HK$114,595 due to a reduction of let premises.
The tenancy was terminated on 1 October 2002. The aggregated rental received
by CKWB for the year pursuant to the tenancy agreement was HK$995,315.

By an agency agreement entered on 11 October 2000 between CKWB and CCSL,
CCSL appointed CKWB as its non-exclusive agent to act on its behalf to receive
orders for trading of securities from its customers through CKWB's branch network.
For each successfully executed transaction, CKWB was entitled to receive from
CCSL an agency fee at such rate as mutually agreed by both parties from time to
time (being not less than 30% of the transaction fee). The agency agreement was
terminated by the parties on 27 May 2002 simultaneously with the entering of a
new agency agreement between CKWB, HKCB and CCSL. The aggregate agency
fee received by CKWB for the year pursuant to the original agency agreement
was HK$1,327,628.
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CONTINUING CONNECTED TRANSACTIONS (cont'd)

On 27 May 2002, CKWB entered into a service agreement (‘Service Agreement’)
with CCMH. Pursuant to the Service Agreement, CKWB agreed to provide
management support services to CCMH and CCMH agreed to pay CKWB service
fees for services rendered on a time cost basis as mutually agreed between the
parties from time to time. Pursuant to the Service Agreement, the aggregate
service fees payable by CCMH to CKWB shall not be less than HK$1,000,000 and
not be more than HK$3,000,000 per annum. All interests and rights under the
Service Agreement were vested with HKCB, presently CKWB, pursuant to the
Ordinance on 25 November 2002 (the ‘Merger Date’). The aggregate service fee
received or receivable by CKWB for the year pursuant to the Service Agreement
was HK$1,350,000.

On 27 May 2002, CKWB entered into a new agency agreement (‘New Agency
Agreement’) with CCSL and HKCB. Pursuant to the New Agency Agreement,
CCSL appointed HKCB and CKWB as its agent banks to act on its behalf to open
securities accounts for its customers and to receive order from CCSL's customers
through HKCB and/or CKWB. For each successfully executed order, the relevant
agent banks through which the securities account of CCSL's customer was opened,
would be entitled to receive from CCSL an agency fee as follows:

(@)  if the relevant agent bank is CKWB, 30% of the brokerage commission
payable by the CCSL's customer on such order;

(b)  if the relevant agent bank is HKCB, 50% of the brokerage commission
payable by the CCSL's customer on such order for the period prior to the
Merger Date, and 30% of the brokerage commission payable by CCSL's
customer commencing from the Merger Date,

or such amount as mutually agreed by CCSL and the relevant agent bank from
time to time. The aggregate agency fee received for the year pursuant to the New
Agency Agreement was HK$811,213.

In addition, HKCB exclusively engaged CCSL for the execution of all orders for
trading securities placed by customers of HKCB. For each successfully executed
order placed by customers of HKCB, CCSL is entitled to receive from HKCB a
commission equal to: (a) for the period prior to the Merger Date, 50% of the
brokerage commission payable by the HKCB's customers on such order and (b) on
or after the Merger Date, 70% of the brokerage commission payable by the HKCB's
customer on such order.
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CONTINUING CONNECTED TRANSACTIONS (cont‘d)

All interests and rights of CKWB under the New Agency Agreement were vested
with HKCB, presently CKWB, pursuant to the Ordinance on the Merger Date.

CCML and CCSL were both wholly-owned subsidiaries of CCMH which, in turn,
was owned as to 25% by the Company and 25% by CITIC. CITIC currently holds
approximately 55% of the issued share capital of the Company and thus, controls
more than 30% of CCMH’s voting rights. Accordingly, each of CCMH and CCSL
was an associate of CITIC and the entry into the Service Agreement and New
Agency Agreement constituted connected transactions of the Company.

The directors, including independent non-executive directors, had reviewed the
transactions made during the year ended 31 December 2002 and confirmed that
the transactions were conducted on terms that were fair and reasonable so far as
the Company'’s shareholders were concerned and were entered into in accordance
with the terms of the respective agreements governing the transactions. The
aggregate amount of each of the transactions for the year did not exceed the
amount of 3% of the book value of the net tangible assets of the Company as
disclosed in the audited financial statements for the year.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

The Company has not redeemed any of its listed securities during the year. In
January 2002, CCSL, the then subsidiary of the Company, subscribed 553,897
rights shares of the Company at the subscription price of HK$1.68 per share
pursuant to the 1 for 6 Rights Issue of the Company. The shares were subsequently
sold on the Stock Exchange at the price range of HK$1.97 to HK$2.075 per share
in January 2002. Save as mentioned above, neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s listed securities during
the year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any
substantial part of the business of the Company was entered into or existed during
the year.

MAJOR CUSTOMERS

The directors believe that the five largest customers of the Group accounted for
less than 30% of the total of interest income and other operating income of the
Group in the year.
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SUPERVISORY POLICY MANUAL ON FINANCIAL DISCLOSURE
BY LOCALLY INCORPORATED AUTHORISED INSTITUTIONS

The financial statements for the year ended 31 December 2002 comply, in all
material respects, with the guideline on ‘Financial Disclosure by Locally Incorporated
Authorised Institutions’ under the Supervisory Policy Manual issued by the Hong
Kong Monetary Authority.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code of Best Practice as
set out by the Stock Exchange in Appendix 14 to the Listing Rules, except that
there is no specific term for the appointment of independent non-executive
directors. An audit committee was established in November 2002 to comply fully
with paragraph 14 of the aforementioned Code.

AUDITORS

A resolution for the re-appointment of KPMG as auditors of the Company is to be
proposed at the forthcoming Ordinary Yearly Meeting.

On behalf of the Board
Kong Dan
Chairman

Hong Kong, 12 March 2003
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