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Notes on the Financial Statements
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The principal activities of CITIC International Financial Holdings Limited (the
‘Company’) and its subsidiaries (the ‘Group’), which materially affect the
results or comprise the assets of the Group, are the provision of banking
and related financial services.

GROUP RE-ORGANISATION

On 31 October 2001, the Company entered into a Sale and Purchase
Agreement with The HKCB Bank Holding Company Limited to acquire the
entire issued share capital of The Hongkong Chinese Bank Limited (‘HKCB’)
for an aggregate consideration of HK$4,200 million comprising cash
consideration of HK$3,360 million plus HK$840 million in principal amount
of Certificates of Deposit. HKCB is a licensed bank incorporated in Hong
Kong. The acquisition was completed on 17 January 2002 and HKCB became
a wholly-owned subsidiary of the Company thereafter. Goodwill amounted
to HK$1,333 million was created on consolidation and is amortised over
20 years.

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 China International Trust and Investment Corporation
("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’) (a
wholly-owned subsidiary of CITIC).

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.
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GROUP RE-ORGANISATION (cont'd)

Pursuant to the CITIC Ka Wah Bank Limited (Merger) Ordinance (‘Merger
Ordinance’), the Board of Directors determined 25 November 2002 as the
appointed day for transferring the bulk of the Company’s assets and liabilities
to HKCB, changed its name to CITIC International Financial Holdings Limited
which became the holding company and continues to be listed on the Stock
Exchange of Hong Kong Limited (‘SEHK’). At the same time, HKCB changed
its name to CITIC Ka Wah Bank Limited ('CKWB’) and continues to operate
the integrated banking businesses.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements have been prepared in accordance with all
applicable Statements of Standard Accounting Practice ('SSAP’) and
Interpretations issued by the Hong Kong Society of Accountants ('HKSA'),
accounting principles generally accepted in Hong Kong and the requirements
of the Hong Kong Companies Ordinance, and comply, in all material respects,
with the module on ‘Financial Disclosure by Locally Incorporated Authorised
Institutions’ issued by the Hong Kong Monetary Authority. These financial
statements also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock Exchange. A summary of
the significant accounting policies adopted by the Group is set out below.

Basis of preparation of the financial statements

The consolidated financial statements of the Company for the year ended
31 December 2002 comprise the Company and its subsidiaries and the
Group's interest in associates.

The measurement basis used in the preparation of the financial statements
is historical cost modified by the revaluation of investment properties, and
the marking to market of certain investments in securities and derivative
financial instruments as explained in the accounting policies set out below.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Revenue recognition

Provided it is probable that the economic benefits will flow to the Group

and the revenue and costs, if applicable, can be measured reliably, revenue

is recognised in the income statement as follows:

@)

(ii)

(iii)

(iv)

Interest income from dated debt securities intended to be held to
maturity is recognised as it accrues, as adjusted by the amortisation
of the premium or discount on acquisition, so as to achieve a constant
rate of return over the period from the date of purchase to the date
of maturity. Other interest income is accrued on a time-apportioned
basis by reference to the principal outstanding and the rate applicable,
except in the case of interest on doubtful debts (note 3(d)(iv)).

Fees and commission income are recognised when earned except
where the fee is charged to cover the costs of a continuing service
to, or risk borne for, the customer, or is interest in nature. In these
cases, the fee is recognised on an appropriate basis over the

relevant period.

Finance income implicit in the finance lease and hire purchase
payments is recognised as interest income over the period of the
leases so as to produce an approximately constant periodic rate of
return on the outstanding net investment in the leases for each
accounting period.

Rental income receivable under operating leases is recognised as other
operating income 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 granted are recognised in the income
statement as an integral part of the aggregate net lease payments
receivable. Contingent rentals receivable are recognised as income

in the accounting period in which they are earned.

Dividend income is recognised as follows:

- dividend income from listed investments is recognised when
the share price of the investment goes ex-dividend; and

- dividend income from unlisted investments is recognised when
the shareholder’s right to receive payment is established.
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(d)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Advances and doubtful debts

(i)

(iii)

(iv)

Advances to customers, banks and other financial institutions are
stated at the principal amounts outstanding net of any suspended
interest and provisions for bad and doubtful debts. Cash rebate and
other incentives granted in relation to residential mortgage loans are
capitalised and amortised to the income statement over the early
prepayment penalty period.

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

Specific and general provisions

Specific provisions are made for doubtful debts as and when they are
considered necessary by the directors and, in addition, amounts have
been set aside as general provisions. The specific element relates to
individual banking facilities. The general element relates to other
exposures not separately identified but expected from experience to
exist in any portfolio of banking facilities. These provisions are
deducted from advances to customers and from trade bills. When
there is no longer any realistic prospect of recovery, the outstanding
debt is written off.

Advances on which interest is being suspended

Interest accrued on doubtful debts is credited to a suspense account
which is netted in the balance sheet against ‘Advances to customers
and other accounts’. Amounts received from cash payment or the
realisation of collateral are applied to the repayment of outstanding
indebtedness, with any surplus used to recover any specific provisions
and then suspended interest.

Assets acquired in exchange for advances

Assets, other than equity and debt securities, acquired (with formal
legal title transferred) in exchange for advances in order to achieve
an orderly realisation are reclassified to other accounts. The asset
acquired is recorded at the carrying value of the advance disposed of
at the date of the exchange, with any provisions having been duly
updated. Impairment losses (see note 3(k)), if necessary, are made to
allow for declines in the estimated fair value of the assets acquired.

Assets acquired (without formal legal title transferred) in exchange
for advances in order to achieve an orderly realisation continue to be
reported as advances. In this regard, provision has been made on
the shortfall between the carrying amount of the loans and advances
and the expected net sales proceeds from realisation of the
repossessed assets.
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(e)

(f)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Subsidiaries

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. Subsidiaries are
considered to be controlled if the Company has the power, directly or
indirectly, to govern the financial and operating policies, so as to obtain
benefits from their activities.

An investment in a controlled subsidiary is consolidated into the consolidated
financial statements, unless it is acquired and held exclusively with a view
to subsequent disposal in the near future or operates under severe long-
term restrictions which significantly impair its ability to transfer funds to the
Group, in which case, it is stated in the consolidated balance sheet at fair
value with changes in fair value recognised in the consolidated income
statement as they arise.

Intra-group balances and transactions, and any unrealised profits arising
from intra-group transactions, are eliminated in full in preparing the
consolidated financial statements. Unrealised losses resulting from intra-
group transactions are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

In the Company’s balance sheet, an investment in a subsidiary is stated at
cost less any impairment losses (see note 3(k)), unless it is acquired and held
exclusively with a view to subsequent disposal in the near future or operates
under severe long-term restrictions which significantly impair its ability to
transfer funds to the Company, in which case, it is stated at fair value with
changes in fair value recognised in the income statement as they arise.

Associates

An associate is an entity in which the Group or the Company 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 financial
statements 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, unless it is acquired and held exclusively with a
view to subsequent disposal in the near future or operates under severe
long-term restrictions that significantly impair its ability to transfer funds to
the investor, in which case, it is stated at fair value with changes in fair
value recognised in the consolidated income statement as they arise. The
consolidated income statement reflects the Group’s share of the post-
acquisition results of the associates for the year.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Associates (cont'd)

Unrealised profits and losses resulting from transactions between the Group
and its associates are eliminated to the extent of the Group’s interest in the
associates, except where unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised immediately in
the income statement.

In the Company'’s balance sheet, its investments in associates are stated at
cost less impairment losses (see note 3(k)), unless it is acquired and held
exclusively with a view to subsequent disposal in the near future or operates
under severe long-term restrictions that significantly impair its ability to
transfer funds to the investor, in which case, it is stated at fair value with
changes in fair value recognised in the income statement as they arise.

Goodwill

Positive goodwill arising on consolidation represents the excess of the cost
of the acquisition over the Group’s share of the fair value of the identifiable
assets and liabilities acquired. In respect of controlled subsidiaries, positive
goodwill is amortised to the consolidated income statement on a straight-
line basis over its estimated useful life. Positive goodwill is stated in the
consolidated balance sheet at cost less any accumulated amortisation and

any impairment losses (see note 3(k)).

On disposal of a controlled subsidiary during the year, any attributable
amount of purchased goodwill not previously amortised through the
consolidated income statement is included in the calculation of the profit
or loss on disposal.

Investments in securities

The Group and the Company’s policies for investments in securities other
than investments in subsidiaries and associates are as follows:

(i) Dated debt securities that the Group and/or the Company have the
ability and intention to hold to maturity are classified as held-to-
maturity securities. Held-to-maturity securities are stated in the
balance sheet at amortised cost less any provisions for diminution in
value. Provisions are made when carrying amounts are not expected
to be fully recovered and are recognised as an expense in the
income statement, such provisions being determined for each
investment individually.
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(h)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investments in securities (cont'd)

(i)

(iii)

(iv)

Investments held on a continuing basis for an identified long-term
purpose are classified as investment securities. Investment securities
are stated in the balance sheet at cost less any provisions for
diminution in value. Provisions are made when the fair values have
declined below the carrying amounts, unless there is evidence that
the decline is temporary, and are recognised as expenses in the income
statement, such provisions being determined for each investment
individually.

Provisions against the carrying value of held-to-maturity securities
and investment securities are written back when the circumstances
and events that led to the write-down or write-off cease to exist and
there is persuasive evidence that the new circumstances and events
will persist for the foreseeable future.

All other securities (whether held for trading or otherwise) are stated
in the balance sheet at fair values. Changes in fair value are recognised
in the income statement as they arise. Securities are presented as
trading securities when they were acquired principally for the purpose
of generating a profit from short term fluctuations in price or dealer’s
margin.

Profits or losses on disposal of investments in securities are determined
as the difference between the estimated net disposal proceeds and
the carrying amount of the investments and are accounted for in the
income statement as they arise.

Sale and repurchase agreements

Securities sold under sale and repurchase agreements are considered to be,

in substance, secured loans. Therefore the securities are maintained on the

balance sheet at cost or market value depending on their classification as

held-to-maturity securities, investment securities or other investments and

the proceeds of the sale are included in ‘Deposits from customers’ or

'Deposits and balances of banks and other financial institutions’ depending

on the identity of the counterparty. The difference between the sale price

and the repurchase price is amortised on an effective yield basis over the

period from the date of sale to the date of repurchase and is included in

interest expense.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Tangible fixed assets and depreciation

(i)

(ii)

(iii)

In preparing these financial statements, advantage has been taken
of the transitional provisions set out in paragraph 80 of SSAP 17
‘Property, plant and equipment’ issued by the HKSA, with the effect
that other premises have not been revalued to open market value at
the balance sheet date. It is not the directors’ intention to revalue
other premises in the near future.

Tangible fixed assets are carried in the balance sheet on the
following bases:

- Investment properties are stated in the balance sheet at their
open market value which is assessed annually by external
qualified valuers. No depreciation is provided on investment
properties except where the unexpired term of the relevant
lease is 20 years or less.

- Freehold land is not depreciated. Other premises are
depreciated on a straight-line basis to write off their cost or
valuation over their estimated useful lives which are as follows:

Land held on leases - over the unexpired terms of the
leases
Buildings - over 30 years or the unexpired

terms of the land leases,
whichever is the shorter

- Furniture, fixtures and equipment are stated at cost less
depreciation calculated on the straight-line basis to write off
the assets over their estimated useful lives, which are generally
between four and ten years.

Changes arising on the revaluation of investment properties are
generally dealt with in reserves. The only exceptions are as follows:

- when a deficit arises on revaluation, it will be charged to the
income statement, if and to the extent that it exceeds the
amount held in the reserve in respect of the portfolio of
investment properties, immediately prior to the revaluation;
and

- when a surplus arises on revaluation, it will be taken to the
income statement, if and to the extent that a deficit on
revaluation in respect of the portfolio of investment properties,
had previously been charged to the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Tangible fixed assets and depreciation (cont'd)

(iv)

Subsequent expenditure relating to a fixed asset that has already been
recognised is added to the carrying amount of the asset when it is
probable that future economic benefits in excess of the originally
assessed standard of performance of the existing asset will flow to
the Group. All other subsequent expenditure is recognised as an
expense in the period in which it is incurred.

Profits or losses arising from the retirement or disposal of a fixed
asset are determined as the difference between the estimated net
disposal proceeds and the carrying amount of the asset and are
recognised in the income statement on the date of retirement or
disposal. On disposal of an investment property, the related portion
of surpluses or deficits previously taken to the investment properties
revaluation reserve is also transferred to the income statement for
the year. For all other fixed assets, any related revaluation surplus is
transferred from the revaluation reserve to retained profits.

Impairment of assets

Internal and external sources of information are reviewed at each balance

sheet date to identify indications that the following assets may be impaired

or an impairment loss previously recognised no longer exists or may

have decreased:

property, plant and equipment (other than properties carried at
revalued amounts);

investments in subsidiaries and associates (except for those accounted
for at fair value under notes 3(e) & 3(f));

positive goodwill; and

other assets.
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(k)

0]

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Impairment of assets (contd)

If any such indication exists, the asset’s recoverable amount is estimated.
An impairment loss is recognised whenever the carrying amount of an asset
exceeds its recoverable amount.

(i) Calculation of 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).

(i) Reversals of impairment losses

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, 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 taken to
the income statement in the year in which the reversals are recognised.

Lease and hire purchase contracts

Leases of assets under which the lessee assumes substantially all the risks
and benefits of ownership are classified as finance leases. Leases of assets
under which the lessor has not transferred all the risks and benefits of
ownership are classified as operating leases.

(i) Assets held under finance leases

Where the Group is a lessor under finance leases, an amount
representing the net investment in the lease is included in the balance
sheet as advances to customers. Hire purchase contracts having the
characteristics of finance leases are accounted for in the same manner
as finance leases. Revenue arising from finance leases is recognised
in accordance with the Group'’s revenue recognition policies, as set
out in note 3(c)iii).
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M

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Lease and hire purchase contracts (cont'd)

(i) Operating lease charges

Where the Group has the use of assets under operating leases,
payments made under the leases are charged to the income statement
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 income statement as an
integral part of the aggregate net lease payments made.

(m) Cash equivalents

(n)

Cash and cash equivalents comprise cash and balances with banks and other
financial institutions, and short-term, highly liquid inter-bank placements
and investments that are readily convertible into known amount of cash
and which are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Balances of banks and
other financial institutions that are repayable on demand and form an integral
part of the Group’s cash management are also included as a component of
cash and cash equivalents for the purpose of the cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave, leave passage and the
cost to the Group of non-monetary benefits are accrued in the year
in which the associated services are rendered by employees of the
Group. Where payment or settlement is deferred and the effect would
be material, these amounts are stated at their present values.

(ii)  The Group operates a defined contribution provident fund and a
Mandatory Provident Fund scheme. Contributions are charged to
the income statement as and when the contributions fall due.

(iii) ~ When the Group grants employees options to acquire shares of the
Company, no employee benefit cost or obligation is recognised at
the date of grant. When the options are exercised, equity is increased
by the amount of the proceeds received.

(iv)  Termination benefits are recognised when, and only when, the Group
demonstrably commits itself to terminate employment or to provide
benefits as a result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of withdrawal.
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(o)

(p)

(a)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

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.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong
dollars at the exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are translated into
Hong Kong dollars at the exchange rates ruling at the balance sheet date.
Exchange gains and losses are dealt with in the income statement.

The results of overseas branches and subsidiaries are translated into Hong
Kong dollars at the average exchange rates for the year. Balance sheet
items are translated at the rates of exchange ruling at the balance sheet
date. The resulting exchange differences are dealt with as a movement
in reserves.

On disposal of an overseas branch or subsidiary, the cumulative amount of
the exchange differences which relate to that overseas branch or subsidiary
is included in the calculation of the profit or loss on disposal.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when
the Group or the Company has a legal or constructive obligation arising as
a result of a past event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are stated at the
present value of the expenditures expected to settle the obligation.

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.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Off-balance sheet financial instruments

Off-balance sheet financial instruments, commonly referred to as derivatives,

arise from futures, forward, swap and option transactions undertaken by

the Group and the Company in the foreign exchange, interest rate and

equity markets. Netting is applied where a legal right of set-off exists.

The accounting for these instruments is dependent upon whether the

transactions are undertaken for trading purposes or as part of the

management of asset and liability portfolios.

(i)

(if)

Derivatives used for trading purposes

Trading transactions include transactions undertaken to service
customers’ needs and for proprietary purposes, as well as any
related hedges.

Transactions undertaken for trading purposes are marked to market
and the net present value of the gain or loss arising is recognised in
the income statement as trading gains/losses, after appropriate
deferrals for the unearned credit margin and future servicing costs.
Unrealised gains on transactions are included in ‘Accrued interest
and other accounts’ in the balance sheet. Unrealised losses on

transactions are included in ‘Other accounts and provisions'.

The fair value of derivatives that are not exchange-traded is estimated
at the amount that the Group would receive or pay to terminate the
contract as the balance sheet date taking into account current market
conditions and the current creditworthiness of the counterparties.

Derivatives used for asset and liability management purposes
Derivatives that qualify as hedges are valued on an equivalent basis
to the underlying 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 net positions.

A hedging relationship exists where:

- at the inception of the hedge there is formal documentation
of the hedge;

- the hedge is expected to be highly effective;

- the effectiveness of the hedge can be reliably measured;
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(s)

(®)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Off-balance sheet financial instruments (cont'd)
(i) Derivatives used for asset and liability management purposes (cont’d)
- the hedge is highly effective throughout the reporting period;
and

- for hedges of a forecasted transaction, the transaction is highly
probable and presents an exposure to variations in cash flows
that could ultimately affect net profit or loss.

Any gain or loss on termination of hedging derivatives is deferred
and amortised to the income statement over the original life of the
terminated contract. Where the underlying asset, liability or position
is sold or terminated, the hedging derivative is immediately marked
to market through the income statement.

Related parties

For the purposes of these financial statements, 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.

Segment reporting

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

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 as well as 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 consolidation process except to
the extent that such intra-group balances and transactions are between
Group enterprises within a single segment.
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3. EEHENBE @ 3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(t) EBEER (&) (t) Segment reporting (cont'd)
PHERFAXZRIEERRB AT AT REBR— Segment capital expenditure is the total cost incurred during the period to
BHBERANIREE (BEREERANEBEE acquire segment assets (both tangible and intangible) that are expected to
E) MEENRAREEE be used for more than one period.
ROBMHWEEZEZGBERTYE -FRREE Unallocated items mainly comprise the bank premises, central cash
BRI Bt P RESEER I NER - management and any items which cannot be reasonably allocated to specific
business segments.
4. EEiRF 4. OPERATING PROFIT
AEERERMNEFETISE: The operating profit for the year is stated after taking account of
the following:
(@) FBWA (a) Interest income
¥ L
The Group
—ETC-F —E2—F
2002 2001
BT BT T
HK$'000 HK$'000
B HF E U A Interest income on securities 1,131,059 1,128,245
H A F B Uk A Other interest income 2,004,868 2,248,425
3,135,927 3,376,670
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(b) H&EZUgA

4. OPERATING PROFIT (contd)

(b) Other operating income

AEHE
The Group
i oL et 3 —ZTE-F
2002 2001
BETT BT T
HK$'000 HK$'000
H b 25 Other revenue
R E WA Dividend income
FmiRE Listed investments - 8
FLEmiRE Unlisted investments 18,722 10,383
& AR H Rental income less outgoings
78 #55,164,0007TC of HK$5,164,000
(20014 : /&%54,420,0007T) (2001: HK$4,420,000) 12,024 7,509
30,746 17,900
Hih EZ WA Other net income
HihB S REFEF Net gain on other investments in securities 89,116 96,574
HNEEEFF Net gain arising from dealing in foreign currencies 13,084 28,044
HthEBXBFEE Net loss arising from other dealing activities (56,591) (371)
HAth Others 99,198 52,314
144,807 176,561
175,553 194,461
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4, BEHH #)
(c) BEZH

4. OPERATING PROFIT (contd)

(c) Operating expenses

AEHE
The Group
—EEC-E —ZTE-F
2002 2001
BETT BET T
HK$'000 HK$'000
(=127 Staff costs

FeRHEMESRAK Salaries and other staff costs 524,956 429,333
ERERA (FFaE39) Retirement costs (note 39) 25,569 29,116

BFRRMEZH Premises and equipment expenses
BFie Rental of premises 48,774 43,519
TE (HaE24) Depreciation (note 24) 109,760 65,696
Hts Others 74,873 50,901
BEE Advertising 74,869 37,422
(5SS Goodwill 66,687 -
B E Communication 34,088 28,445
EEER Legal fee 17,541 6,876
HXEH Professional fee 16,131 10,487
Nl %2 X 12 A & Printing and stationery 12,957 9,078
REE Transportation 6,409 5,330
% S AT B & Auditors’ remuneration 3,648 2,212
Hitb Others 39,689 40,754
1,055,951 759,169

d EEHFALTHEE: (d) Individuals with highest emoluments:

AEBLERSHMEA LR ERmEAd
(ZZZ2-F:0F) AXRAES EFHE

BEREM SR E-

HBp—ERSHFALTHHESWT:

Of the Group’s five individuals with the highest emoluments, four of them
(2001: four) are directors of the Company and the information in respect of

the directors’ emoluments are disclosed in note 5.

The emoluments of the remaining individual are as follows:

—Ee=E —EE—F

2002 2001

BETFT BEET T

HK$'000 HK$'000

e RMREYEF Salaries, allowances and benefits in kind 1,529 2,623
B4 Bonuses 328 400
BIREER Pension contributions 110 253
HE Others 2,134 -
4,101 3,276
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5.

RIBEB (D TR B161MRRENESHE

DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 161 of the Hong Kong

mT: Companies Ordinance is as follows:
AKEH
The Group

—ET_F —EE-F
2002 2001
BEFT BEET T
HK$’000 HK$'000
we Fees 4,650 5,250
Fe RMRBEYEF Salaries, allowances and benefits in kind 19,393 17,294
A Bonuses 5,016 2,576
EBRESMHRK Pension contributions 1,479 814
30,538 25,934

EEMEEEAFEINFTBLEHNITE
EMWEEEEL00,000T (ZEE—F 81
900,0007T) °

Included in the directors’ remuneration were fees of HK$400,000 (2001:
HK$900,000) provided to independent non-executive directors during
the year.

BREMB S BOESREARANSRT
BAEBREE (B BRETE]) R
THERE - ELEYEINIEREZSI RS
EBRE S —RARE-

In addition to the above emoluments, certain directors were granted share
options under the Company’s Senior Executive Share Option Scheme (the
‘Option Scheme’). The details of these benefits in kind are disclosed under
the paragraph ‘Share option scheme’ in the directors’ report.

HEEATHBEANESHENT:

The remuneration of the directors is within the following bands:

—ETCF —EE-F

2002 2001

EEHE ESEYH

Number of Number of

directors directors

B (JT) HK$O — B¥ (Jt) HK$1,000,000 13 14
B (J5) HK$1,500,001 — &% (7t) HK$2,000,000 - 1
7B (JT) HK$2,000,001 — 7B ¥ (JT) HK$2,500,000 1 2
7B (Jr) HK$3,000,001 — 7B % (JT) HK$3,500,000 - 1
7B (Jr) HK$3,500,001 — 7B ¥ (JT) HK$4,000,000 1 -
7B (JT) HK$4,000,001 — 7B ¥ (JT) HK$4,500,000 1 2
7B (JT) HK$4,500,001 — 7B % (JT) HK$5,000,000 - 1
7B (Jt) HK$5,000,001 — 7B ¥ (JT) HK$5,500,000 1 -
7B (Jt) HK$5,500,001 — 7B % (JT) HK$6,000,000 1 -
B (J5) HK$6,000,001 — &% (7t) HK$6,500,000 1 -
19 21
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6. HiIE 6. TAXATION
(a) ZAEWMBRANIEBHHIES: (a) Taxation in the consolidated income statement
represents:
¥
The Group
k- L - 3 e
2002 2001
BT BT T
HK$'000 HK$'000
TNEERBREHERS Provision for Hong Kong Profits Tax for the year 23,028 47,894
i SEA TR Provision for overseas taxation 2,619 1,713
PGB & A B IR Share of associates’ taxation 766 —
A FEREEE Overprovision in respect of prior years (3,280) —
23,133 49,607
ERANEGHERBREBEE_SZE_F+=-A= The provision for Hong Kong Profits Tax is calculated at 16% (2001: 16%)
T BLEFEGFAERFE SR URE16% of the estimated assessable profits for the year ended 31 December 2002.
(ZBZE—F116%) 5tE BT HWEAE Taxation for overseas branches, subsidiaries and associates is charged at the
REENRNBR T REAKEMERARBERAN appropriate current rates of taxation ruling in the relevant countries in which
RITHERETEH they operate.
(b) EEEBRAINB - LEIIANTH M (b) Taxation in the balance sheets, which is included in
RIEREH INBIES: ‘Other accounts and provisions’, represents:
FEH AAF
The Group The Company
—EETC-E —EE-F —ET-E —EE-F
2002 2001 2002 2001
BETR BT T BT BT T
HK$’000 HK$'000 HK$'000 HK$'000
EBFEH Hong Kong Profits Tax 1,549 7,569 - =
8N I8 Overseas taxation 1,223 166 - 166
2,772 7,735 - 166
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$RIR B HBE335,176,000 THIER (Z2F
— £ :38%1,097,152,0007T) °

6. BIE @) 6. TAXATION (contd)
() REEBRFIANMEEHEEZERHE (c) The major components of the unrecognised deferred
THRIE: taxation at the balance sheet date are as follows:
*F5H EAT
The Group The Company
—ET_F —EE-F —TE_F —EE—F
2002 2001 2002 2001
BETR BT T BETT BET T
HK$'000 HK$'000 HK$’000 HK$'000
BRITEEAN Depreciation allowances
MERTE in excess of depreciation
charges (54,056) (33,890 - (33,852)
REERRBRH General provisions for bad and
—RREE doubtful loans and advances 79,702 59,376 = 58,491
18 Tax loss 17,514 = = -
IR B R W = Net deferred tax benefits 43,160 25,486 = 24,639
BEHEMYERRENEELENBBRTIE S| The surplus arising on the revaluation of other premises and investment
EERE AARREABELENELEEME properties are not subject to deferred taxation as the disposal of these assets
ENERERZ TGS REMBLIE at their carrying value would result in capital gains which are not subject
to tax.
7. BRERFE{GERT 7. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS

The consolidated profit attributable to shareholders includes a profit of
HK$335,176,000 (2001: HK$1,097,152,000) which has been dealt with in

the financial statements of the Company.
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8. KRB 8. DIVIDENDS
() AEERE (a) Dividends attributable to the year
—EETC-E —EE—F
2002 2001
BB BT T
HK$'000 HK$'000
EEIRRIKENFHRE Interim dividend declared and paid of HK$0.03
8RB 3L (2001: HK$0.03) per share
(20014 : B IR B ¥ 31L) 90,962 77,859
REZ B RRIRNEBRRKE Final dividend proposed after the balance sheet date of
BB 183 HK$0.13 (2001: HK$0.025) per share
(20014 : B R B ¥ 2.510) 394,591 75,702
485,553 153,561
BRNGEERRRENPRRELREEZARE The final dividend proposed after the balance sheet date has not been
RREE recognised as a liability at the balance sheet date.
(b) EREFEERZERIREN E—BME (b) Dividends attributable to the previous financial year,
FERE approved and paid during the year
—ETC-E —EE—F
2002 2001
BB BT T
HK$'000 HK$'000
ERRFEERZERIKED Final dividend in respect of the previous financial year,
F—BEESRRRE approved and paid during the year of HK$0.025
FRBE®E2.5M (2001: HK$0.05) per share
(20014 : B IR B ¥ 540) 75,702 129,743
RE-—BMBFELHEAE: Final dividend in respect of the previous financial year on
BEEEEHERMBEER shares issued under the Option Scheme subsequent
BRI R0 R BT & to the balance sheet date and before the close of
g TRENBRRRE the Register of Members of the Company 52 =
75,754 129,743
9. BREF 9. EARNINGS PER SHARE
() BlEEXEF (a) Basic earnings per share

BEREFABINEERBRREMLER B
612,944,000t (= &= — 5 : E%616,628,000
T)REBETEERNNETHH
3,024,987,708/ (=& & —5:2,647,023,734
R)FE-ZZ2Z2-FNERTROMET

HEER—ZTE-_F— At HNHRBEESY 2002.

A
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The calculation of basic earnings per share is based on profit attributable to
shareholders of HK$612,944,000 (2001: HK$616,628,000) and on the
weighted average of 3,024,987,708 (2001: 2,647,023,734) ordinary shares
in issue during the year. The weighted average number of shares outstanding
for 2001 have been adjusted for the effects of the rights issue on 7 January
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srREHM @)

(b) BiREFERF

(c)

9. EARNINGS PER SHARE (cont'd)

(b) Diluted earnings per share

BREBEERANZRBRRELZR B The calculation of diluted earnings per share is based on profit attributable
612,944,000t (ZZZF —F : B #616,628,000 to shareholders of HK$612,944,000 (2001: HK$616,628,000) and on the
T RBEEGEEEHEEBERNFEMEY weighted average of 3,027,464,639 (2001: 2,649,030,438) ordinary shares
FEENE BRMNEFHE3,027,464,6398% after adjusting for the effects of all dilutive potential ordinary shares. The
(=ZZZ—1%:2,649,030,438/R) st H - —FF weighted average number of shares outstanding for 2001 have been
—FHERITRONVMEFLHEER=—ZZ= adjusted for the effects of the rights issue on 7 January 2002.

F—AEtANHRMEFLAR

HER

() Reconciliation

—ge-%  -TI-7
2002 2001
R&YE RHBE

Number of shares Number of shares

REFESRERBNG
iR bR 19 B

WADBTARERT
HE B R

Weighted average number of ordinary shares used

in calculating basic earnings per share 3,024,987,708 2,647,023,734
Deemed issue of ordinary shares for
no consideration 2,476,931 2,006,704

REFTESRBER A
R bR 19 2L

Weighted average number of ordinary shares used
in calculating diluted earnings per share 3,027,464,639 2,649,030,438
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10. 9 #BIER

DHMERNRRAEENEBINBESHLE R
HREZERR XKD BB S AN EB R
BERNER MERAUEL D BBERR

HH e

EBIH
AR B R IR MRTRARG 2 AR

B AKENEEEBERE:

ZERTER  TEZABEERFORK
EMEER HMEER
B FRATREREAE

EEBTEY @ TEEFEZMNE REE
MR HEfMEEE-

RERTER  TEZAFEBART ESE
B EBHRRERRS-

B & CERENERERB-EEH
SEEREEREES-

RoBEH | TBZEEBERTUE EHt

REeEERTESEBIIA
BERBE D AMAVEMIER o

B MERMS L2 WAN D B2 RIEAAR
ERERKHIRRESFIED BRI X5 3
E-BANDERASEXEBNEERER D
BEZEBNH - EEABRITWEE &%
BoRMERTERXBHMADSESNES,
ZHEERME T BERAN R BB L
MABEBHFIERRELBEHNLEZ R
)

10.

SEGMENT REPORTING

Segment information is represented in respect of the Group’s business and
geographical segments. Business segment information is chosen as the
primary reporting format as the directors consider that this is more relevant
to the Group’s internal financial reporting.

Business segments

The Group is principally engaged in the provision of banking and related
financial services. The Group comprises the following main business
segments:

Retail banking business  : It mainly comprises deposit account services,
residential mortgage, other consumer
lendings, credit card services and finance
leases.

Corporate banking . It mainly comprises trade financing, syndicated

business loans and other corporate lendings.

Investment banking . It comprises merchant banking, fund
management and securities brokerage and

dealing.

Treasury . It covers provision of foreign exchange
services, money market activities and
management of investment securities.

Unallocated . It mainly comprises the bank premises, central

cash management and any items which
cannot be reasonably allocated to specific
business segments.

For the purpose of segment reporting, the allocation of operating income
reflects the benefits of funding resources allocated to the business segments
based on internal funds transfer pricing mechanism. Cost allocation is based
on the direct costs incurred by the respective business segments and
apportionment of overheads on a reasonable basis to the business segments.
Rental charges at market rate for usage of bank premises are reflected as
inter-segment revenue for the ‘unallocated’ segment and inter-segment
expenses for the respective business segments.
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10. EBIERR (@)
(i) ¥BoE &)

10. SEGMENT REPORTING (cont'd)

(i) Business segments (cont'd)

2002 rE
The Group
BERA LERT RERf 7 AR DHEEH &8
Retail Corporate Investment Inter-segment
hanking banking banking Treasury  Unallocated elimination  Consolidated
BETT BETT BETT BB BETR BT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$000
FRHEMA/ () Net interest income/(expenses) 828,533 500,698 3315 520,831 (173,933) - 1,679,444
RENREENFERIEUA Non-interest income from external customers | 206,275 228,457 19,229 21,003 28,661 o 503,715
AHEUA/ () Inter-segment revenue/(expenses) - - - - 306,211 (306,211) -
BERA/ (H) Operating incomel(expenses) 1,034,808 729,155 22,544 541,924 160,939 (306,211) 2,183,159
‘et Operating expenses (466,986 ) (120,419) (17,112) (40,330) (411,104) - (1,055,951)
AREEE (i) /KA Inter-segment operating (expenses)income | (190,592) (81,439) (7,993) (26,187) - 306,211 -
R EEANEE R Operating profit before provisions 377,230 527,297 (2.561) 475,407 (250,165) - 1,127,208
RERER Charge for bad and doubtful debts (275,382) (264,420) - - - - (539,802)
m2%7/ (58) Operating proft(oss) 101,848 262877 @561) 475407 (250,165) - 587,406
HERVEEEEFEE Net loss on disposal of tangible fixed assets - - - - (4,000) - (4,000)
RENFEREE Revaluation deficit on investment properties - - - - (35,033) - (35,033)
HENBAARBEDDFH Net profit on disposal of subsidiaries
& associates - - - - 33,303 - 33,303
HEREEYHRSFA Net profit on disposal of held-to-maturity
securities - 3,786 - 50,313 - - 54,099
FERIERS Provision on held-to-maturity securities and
hﬁ%%/ﬁﬁ investment securities - (8,390) - - - - (8:390)
BEDNARAFEEMEEE Share of profits less losses of associates - - 10,094 - - = 10,094
ERERHHART/ (B8) Profitloss) from ordinary activities
before taxation 101,848 258,273 7,533 525,720 (255,895) - 637,479
HE Taxation - - - - (23133) = (23133)
EREZBNREER Profitloss) from ordinary activities
after taxation 101,848 258,273 1533 525,720 (279,028) - 614,346
PERRER Minority interests - - - - (1,402) - (1,402)
RREMLRR Profit/(loss) attributable to shareholders 101,848 258,273 7,533 525,720 (280,430) = 612,944
REENE Depreciation for the year 27,994 7,634 1,148 1,764 71,220 o 109,760
EENHEES Amortisation of goodwillfor the year - - - - 66,687 - 66,687
PHEE Segment assets 19,715,016 29,240,243 - 24,353,006 - - 73,308,265
BEDNARERER Investment in associates less provisions = = 358,002 = E = 358,002
AABEE Unallocated assets - - - - 2,581,072 - 2,581,012
aeE Total assets 19,715,016 29,240,243 358,002 24,353,006 2,581,072 - 76,247,339
PHER Segment liabilties 35,748,096 20,954,784 - 1,295,000 - - 57,997,880
AAEER Unallocated liabilities - - - - 6,532,994 = 6,532,994
aeg Total liabilities 35,748,096 20,954,784 - 1,295,000 6,532,994 - 64,530,874
REEREEN Capital expenditure incurred
EARR during the year 5,588 459 89 638 81,849 - 88,623
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10. EBIERR (@)
(i) ¥BoE &)

10. SEGMENT REPORTING (cont'd)

(i) Business segments (cont'd)

2001 A EE
The Group
BERT PERT RERT g LS PHEEH Ge
Retail Corporate Investment Inter-segment
banking banking banking Treasury Unallocated elimnation ~ Consolidated
BETR BBT T BBT T BBT T BBT T B8R B8R
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
LN Net interest income 500,631 366,740 15,448 342,210 21,258 - 1,246,287
REMEFHENEHA Non-interest income from
external customers 145,810 195,980 81,439 48,784 71,136 - 543,149
APERA/ (ZH) Inter-seqment revenue/(expenses) 19,636 3N 4,087 - 251,038 (275,133) -
FElWA/ (xih) Operating incomel(expenses) 666,077 563,092 100,974 390,994 34343 (275,133) 1,789,436
HEFH Operating expenses (310,859) (102,210) (53,763) (31,575) (260,762) - (759,169
AREEE (i) /BA Inter-segment operating
(expenses)/income (179,282 (43,403) (14522) (13,831) (24,095) 275,133 -
R EENNEE R Operating profit before provisions 175,936 417,479 32,689 345,588 58,575 - 1,030,267
REEER Charge for bad and doubtful debt (51,804) (289,09) (61) - - - (340,961 )
-y Operating profit 124132 128,383 32,628 345,588 58,575 - 689,306
HERVEEEETFE Net loss on disposal of tangible
fixed assets - - - - (765) - (765)
HEREEHHRSFA Net profit on disposal of
held-to-maturity securities - - - 515 - = 515
FERUBESR Provision on held-to-maturity
REZSER securities and investment securities - (3337) = = - = (3337)
EREBNBARR Profit from ordinary actvities
before taxation 124132 125,046 32,628 346,103 57,810 - 685,719
ik Taxation - - - - (49,607) - (49,607 )
EEEBNBRER Profit from ordinary activities
after taxation 124132 125,046 32,628 346,103 8,203 - 636,112
SURRRR Minority interests - - - - (19,484) - (19,484
RREREER Profit/{oss) attributable to shareholders 124,132 125,046 32,628 346,103 (11,281) - 616,628
REERE Depreciation for the year 16,800 5212 2,534 1,503 39,647 - 65,696
APEE Segment assets 14,521,299 21,906,903 515,884 19,236,205 - - 56,180,291
BENAREHER Investment in associates less provisions - - 120,499 = - = 120,499
AIREE Unallocated assets - - - - 3,126,511 - 3,126,511
BgE Total assets 14,521,299 21,906,903 636,383 19,236,205 3,126,511 - 59,427,301
APEE Segment labilites 26,946,489 16,662,501 103,947 2,003,000 - - 45,715,937
AIREE Unallocated liabilties - - - - 4,915,744 - 4,915,744
aeg Total liabilities 26,946,489 16,662,501 103,947 2,003,000 4,915,744 - 50,631,681
REERELN Capital expenditure incurred
BAE% during the year 32,005 3,9% 2930 33 3972 = 78,734
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UTHtED HERZRIBEMBARMNERE
BHRAMKAAATMNS  REBEHRFEER
BEEARNDTHET AR -

10. SEGMENT REPORTING (cont'd)
(ii) 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 Company itself, of the location of the branches responsible for reporting
the results or booking the assets.

2002
& 1 %6 it R &8
Mainland Inter-segment
Hong Kong China USA Others elimination Consolidated
BETT EETT BRI BRI BRI BRI
HKS'000 HK$'000 HK$000 HK$'000 HKS'000 HKS'000
RENREFHEZHA Operating income
from external customers 2,119,577 9% 63,486 - - 2,183,159
aEE Total assets 87,244,983 6,301 2,932,256 508,788 (14,444,989) 76,247,339
REEREENERRT Capital expenditure incurred
during the year 87,462 865 2% - = 88,623
2001
& ] %8 2t ARPEEH e
Mainland Inter-segment
Hong Kong China USA Others elimination Consolidated
BBTT BBTT BET T BBTT BETT BETT
HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000
RENREFHEZHA Operating income
from external customers 1,722,594 7 66,835 - - 1,789,436
BEE Total assets 58,092,046 32,614 3,385,335 - (2,082,694) 59,427,301
REEREENERRT Capital expenditure incurred
during the year 75015 2 3,695 - - 78,734
T EE_FF R | Annual Report 2002
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M. REREHNES 11. CASH AND SHORT-TERM FUNDS
AEE AAF
The Group The Company
—ETC-E —EE-F —ET-E —Z2E-F
2002 2001 2002 2001
BETT BT T BETR BT T
HK$’000 HK$'000 HK$'000 HK$'000
RITREMh SRS Cash and balances with banks
EREER and other financial
institutions 499,915 477,225 2,017 403,775
BIEA R 2 54 Money at call and short
BHIIFR () notice (a) 5,058,548 5,296,503 335,413 5,296,503
ElE 3 (B1EINE Treasury bills (including
HE2ZHE) (D) Exchange Fund Bills) (b) 388,198 1,136,770 388,198 1,136,770
5,946,661 6,910,498 725,628 6,837,048
(@ HBERESHBANERRE—EARIHAN (@  Money at call and short notice represents deposits of up to a maximum of
Fe one month maturity.
by BlIEZ(BEMNEESZE) SFUOT: (b)  The analysis of treasury bills (including Exchange Fund Bills) is as follows:
AEEREAT
The Group and the Company
k- L 3 —EE—F
2002 2001
BT BT T
HK$'000 HK$'000
BEZRBES Held-to-maturity securities - 497,379
HEBESHRE Other investments in securities 388,198 639,391
388,198 1,136,770
FEMRBEPREFR Unlisted and issued by central
HRoRER AT B AT governments and central banks 388,198 1,136,770

RAFER HEFEZIHNESELBE

During the year, held-to-maturity securities with an amortised cost of

51,949,000t (== —F : &) WFEE T A HK$2,519,608,000 (2001: Nil) were disposed of at a profit of HK$51,949,000
EREARCTE# DR HEHEE2,519,608,000 (2001: Nil) being recognised in the income statement. The major reason
T(CEE—F &) HEZEBSFNEER for disposal of these held-to-maturity securities was to maintain optimum
AREEEARAEEGHREAEMREFEE liquidity requirement after taking into consideration of a combined
HRBESEE investment portfolio of the Group after re-organisation.
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BRI T :

11. CASH AND SHORT-TERM FUNDS (cont'd)

The maturity profile of securities included above and analysed by the

remaining period at the balance sheet date to the contractual maturity date

is as follows:
FEEREAT

The Group and the Company

k- L 3 —EE-F

2002 2001

BB BT T

HK$'000 HK$'000

318 A A B B8 B BFE 2 3 months or less but not repayable on demand - 399,032

3EAZE15F 1 year or less but over 3 months 388,198 737,738

388,198 1,136,770

12. BERBRER 12. TRADE BILLS LESS PROVISIONS
FEH AAF
The Group The Company

kL - 3 —EE-F —ET-F —EE—F

2002 2001 2002 2001

BT BET T EETRT BT T

HK$’000 HK$'000 HK$’000 HK$'000

BESEE Trade bills 378,094 227,135 - 227,135
RIBIRIFRIEE Specific provisions for bad and

(M¥=E£16) doubtful debts (note 16) - (979) - (979)
RIBER—REE General provisions for bad and

(HF5E16) doubtful debts (note 16) (3,152) (2,224) - (2,224)

374,942 223,932 - 223,932
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12. ESERRER @)

PREZZEREEEESNEH B RNRHE

12. TRADE BILLS LESS PROVISIONS (cont'd)

The maturity profile of trade bills included above and analysed by the

AMNE BB R T remaining period at the balance sheet date to the contractual maturity date
is as follows:
AEH AAT
The Group The Company
k- L 3 —EE-F ot - et 3 —EE-F
2002 2001 2002 2001
BETR BT T EETT BT T
HK$'000 HK$'000 HK$’000 HK$'000
ARREE Repayable on demand 7,406 6,154 - 6,154
3R WIEHE 3 months or less but
BIRFEE not repayable on demand 334,978 207,309 - 207,309
3EAZEEF 1 year or less but over
3 months 22,349 9,058 - 9,058
TEH Undated 13,361 4,614 - 4,614
378,094 227,135 - 227,135
13. HER:E 13. CERTIFICATES OF DEPOSIT
AEH AAT
The Group The Company
k- L - 3 —EE-F —ET-F e
2002 2001 2002 2001
BETR BET T EETT BT T
HK$'000 HK$'000 HK$’000 HK$'000
BEZEHES Held-to-maturity securities
F¥EEH Unlisted 937,340 2,901,231 - 2,869,001
il Listed 93,604 46,802 - 46,802
1,030,944 2,948,033 - 2,915,803
EmESNTE: Market value of listed
securities: 97,496 46,863 - 46,863
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13. BZRE @) 13. CERTIFICATES OF DEPOSIT (cont'd)
EMEFERBFREEAZEHNRH AR GBRAR D The maturity profile of certificates of deposit included above and analysed
MBI EERT by the remaining period at the balance sheet date to the contractual maturity

date is as follows:
FEH AAF
The Group The Company
kL 3 —EE-F k- 4 3 —EE-F
2002 2001 2002 2001
BT BET T EETR BT T
HK$’000 HK$'000 HK$’000 HK$’000
38 B WIEHE 3 months or less but
BNRFEE not repayable on demand 16,069 1,041,802 - 1,041,802
3EAZE1EF 1 year or less but over
3 months 458,366 1,642,194 - 1,609,964
1FZ55F 5 years or less but over 1 year 556,509 264,037 - 264,037
1,030,944 2,948,033 - 2,915,803
14. HipEHIRE 14. OTHER INVESTMENTS IN SECURITIES
FEH AAT
The Group The Company
kL - 3 —EE-F —ET-F —EE—F
2002 2001 2002 2001
EETT BT T EETRT BT T
HK$'000 HK$'000 HK$’000 HK$'000
BB H Debt securities
RBEBLET Listed in Hong Kong 68,394 14,849 - 14,849
REBLUEE EH Listed outside Hong Kong 1,161,618 918,361 349,548 918,361
FEH Unlisted 1,728,570 460,622 159,005 427,473
2,958,582 1,393,832 508,553 1,360,683
BRE Equity securities
REBET Listed in Hong Kong 16,280 5,766 - 5,316
REBUIIE EH Listed outside Hong Kong - 7,742 - -
¥ EmHm Unlisted 210,906 86,761 - 84,232
227,186 100,269 - 89,548
BEESR Investment funds
—F LW - unlisted 33,791 - - -
3,219,559 1,494,101 508,553 1,450,231
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14. HhBHIRE @)

ERRSRBREOHTEBNT

14. OTHER INVESTMENTS IN SECURITIES (contd)

The issuers of debt securities and equity securities are as follows:

FEH AAF
The Group The Company
—EEC-F —EE—F —ETE —EE-F
2002 2001 2002 2001
BETT BRI T BETT BT T
HK$'000 HK$'000 HK$’000 HK$'000
AR B R AR SR R 4T Central governments and
central banks 461,795 - 159,005 -
RITRH M SRS Banks and other financial
institutions 2,019,330 1,065,859 349,548 1,058,163
EANAT] Corporate entities 296,103 94,882 - 60,795
NEKE Public sector entities 442,331 333,360 - 331,273
3,219,559 1,494,101 508,553 1,450,231
FmESHNmE: Market value of listed
securities:
BEES Debt securities 1,230,012 933,210 349,548 933,210
BRE Equity securities 16,280 13,508 - 5,316
1,246,292 946,718 349,548 938,526
PPN ESFESFREERZ SN2 H A RIERE The maturity profile of debt securities included above and analysed by the
BEoMME BB RN T : remaining period at the balance sheet date to the contractual maturity date
is as follows:
AEE ¥ /N
The Group The Company
g o o 3 —EE-F —EBE_F —EE—F
2002 2001 2002 2001
BETR BT T BETRT BT T
HK$'000 HK$'000 HK$'000 HK$'000
3EAZEE 1 year or less but over
3 months 861,769 - - -
1FEZE5F 5 years or less but over 1 year 1,516,962 884,861 198,162 872,861
5% After 5 years 575,770 508,971 310,391 487,822
TEH Undated 4,081 = = -
2,958,582 1,393,832 508,553 1,360,683
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R EEAEBY123,697,000T (=ZF
T —F 81 123,697,0007T) BIERERIT25%
B -ERFBITRABERINB LR EE XL
RE—REERIT

AEER-—NANNFEZEEFTRITES —BRE
EH LB 129,947,000 T EFEAKEE
BENEERIT2%XRANER -REBKEE
ARITZRRUEEERZAEHEERSE
NWESER B AEEMZEFRTRR
HEE EAEERBNZERSFEARER &
SETBEZ2HEFDRITNEENEERSHE
M EREBEER

RN E 28R AEESENERRT25%
ROBEAM—FEEHIH EEEAERT]
EIBERATREINEE BB UAFEET
ETEMEFRE | - EERH REBWEH
REFRHBRIATT R 5 AR B iR i 1 R BRAR
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o BE I ENZBMARER -

14.

OTHER INVESTMENTS IN SECURITIES (cont'd)

The unlisted equity securities include an amount of HK$123,697,000 (2001:
HK$123,697,000) representing 25% equity interest in Chinese Mercantile
Bank ('CMB’), a joint venture bank established and operating in Shenzhen,
The People’s Republic of China.

In 1999, the Group appointed the other shareholder of CMB to identify a
buyer to acquire the 25% equity interest in CMB held by the Group at a
consideration of approximately HK$129,947,000. A cash deposit in the
amount of this agreed sale consideration was received by the Group from
the other shareholder of CMB. At the same time, the Group and that other
shareholder of CMB also agreed that the Group would no longer have any
further involvement in the management and operations of CMB, or
participation in its financial results, from the time of receipt of the
cash deposit.

As a result of the above arrangements, the 25% equity interest in CMB
held by the Group has been reclassified, in prior year, from the caption
‘Investments in associates’ to ‘Other investments in securities’ in the balance
sheet, which is stated at fair value. In the opinion of the Directors, the cash
deposit received by the Group less anticipated transaction costs best
represents the fair value of the 25% equity interest in CMB held by the Group.

The other shareholder of CMB informed the Group that a buyer for the
Group's 25% equity interest in CMB has not yet been identified during the
year, and the above-mentioned arrangements remain valid.
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15. EF2R R EtARIE R E

(a) EF2RRAMARIERER

15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS PROVISIONS

(@) Advances to customers and other accounts less provisions

FEHE AATH
The Group The Company
—®T-F -TT-F C"BE-F -IT-F
2002 2001 2002 2001
BETT BT T BETT BT T
HK$’000 HK$'000 HK$’000 HK$'000
BEF B Advances to customers
(HEEE15(d)) (note 15(d)) 42,611,139 32,454,727 - 32,080,073
RITORK RIS Specific provisions for bad and
(FIzE16) doubtful debts (note 16) (614,506) (305,980) = (262,911)
RIZIR—MREH General provisions for bad and
(FF&E16) doubtful debts (note 16) (494,985) (368,878) = (363,348)
41,501,648 31,779,869 - 31,453,814
RITREM SR Advances to banks and other
HE B R financial institutions
(HFEE15(d)) (note 15(d)) 79,872 95,692 - 95,692
EFtRE R E A Accrued interest and other
BRIE R 2E 1 accounts less provisions 1,949,985 1,825,697 12,449 1,685,406
43,531,505 33,701,258 12,449 33,234,912

B =
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(b) MERERSHAREHNIREER

EFEREERRNENERERERSHEN
SHARENEEREFNRBENRERRE-
ELEENNBRIEER - REPAE= 15
HETRERRAEBASLEEBEE

TZA=T - REREHAERZNREEWAE
TRBEREBRENT:

15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

LESS PROVISIONS (cont'd)

(b) Net investment in finance leases and hire purchase
contracts

Advances to customers include net investment in equipment leased to

customers under finance leases and hire purchase contracts having the

characteristics of finance leases. The contracts usually run for an initial

period of 5 to 20 years, with an option for acquiring the leased asset at

nominal value.

At 31 December, the total minimum lease payments receivable under finance

leases transactions, and their present values are as follows:

AEHE
The Group
—ET-E —E2E-F
2002 2001
mOME KRIKHIE RS BORE RAREBH RO RE
RRFNIR(E FE WA AR 485 BRMIRE FE WA ARFAAAZE
Present Present
value of Interest value of Interest
the income Total the income Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments
BETT BETR BETT BT T BEET T BT T
HK$'000 HK$000 HK$°000 HK$'000 HK$'000 HK$'000
1R Within 1 year 450,433 142,487 592,920 237,643 92,262 329,905
15 ZE55F After 1 year but within
5 years 980,482 366,993 1,347,475 392,268 258,740 651,008
S5E % After 5 years 1,796,949 608,899 2,405,848 1,218,325 449,295 1,667,620
3,227,864 1,118,379 4,346,243 1,848,236 800,297 2,648,533
RIFRAEM Provisions for bad and
doubtful debts (29,996) (440)
3,197,868 1,847,796
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15. ER2 R R EMIRIERER &)

(b) MERERSHAREHNIREER

15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

LESS PROVISIONS (cont'd)

(b) Net investment in finance leases and hire purchase

(& contracts (cont’d)
E VN
The Company
=t LRt R
2002 2001
RLME KRB mLORE BO®ME RRHABH BORE
AR IR E FIBEA BRF4BEE BRFAIRE FEUW A BRFARRE
Present Present
value of Interest value of Interest
the income Total the income Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments
EETT BETR EETRT BT T BT T BET T
HK$'000 HK$'000 HK$’000 HK$'000 HK$000 HK$'000
15 R Within 1 year - - - 237,643 92,262 329,905
1EZE55F After 1 year but within
5 years - - - 392,268 258,740 651,008
5% After 5 years - - - 1,218,325 449,295 1,667,620
- - - 1,848,236 800,297 2,648,533
RIFRERE Provisions for bad and
doubtful debts - (440)
- 1,847,796
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15. ERF 2R R HthARIFBEH @) 15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS PROVISIONS (cont'd)
(c) TERAHEFEENEBAETRESDEIES () Non-performing loans are advances on which interest is being placed in
EMBIUNT: suspense or on which interest accrual has ceased are as follows:
*xEE
The Group
AEBRE
F BB FEBRE MIRBHY
EREE REELE Y5 Bl RS
Specific
Pledged provisions
amount in respect
for loans of loans
on which on which
Total amount of interest is interest Amount of
loans on which interest placed in is placed interest
is placed in suspense suspense in suspense suspense
BT EETR EETR EETR
HK$'000 %* HK$'000 HK$'000 HK$'000
#20025E12H31H As at 31 December 2002 2,369,005 5.56 1,443,100 574,349 370,032
20015128318  As at 31 December 2001 1,471,876 4.54 908,838 278,263 168,227
AAT
The Company
AEBRE
F S B AR FEBRE MIREH
EREE E A 55l RS
Specific
Pledged provisions
amount in respect
for loans of loans
on which on which
Total amount of interest is interest Amount of
loans on which interest placed in is placed interest
is placed in suspense suspense in suspense suspense
EETR EETR EETR EETR
HK$'000 %* HK$'000 HK$'000 HK$'000
2 20025£12H31H As at 31 December 2002 - - - - -
20015128318  As at 31 December 2001 1,217,387 3.79 718,919 240,943 136,077
* (EEFERBEITE & Based on total advances to customers
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15. EFBRREMARIEREE @) 15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
LESS PROVISIONS (cont'd)
BE-ZEZ_F+-A=+—HR=-ZZ—F There were no advances to banks and other financial institutions on which
+TZA=+—H UEMNERAETRENRE interest is being placed in suspense or on which interest accrual has ceased
FIEFTENRITREMESRMEERET ERE as at 31 December 2002 and 31 December 2001, nor were there any specific
7 E BB RE Z W R IR B4 B 2E - provisions made for them on these two days.
KEEZERNERRAER CREBESIE The specific provisions were made after taking into account the value of
e collateral in respect of such advances.
(d) 2458402 B RGBRSMNEBE (d) The maturity profile analysed by the remaining period at the balance sheet
WA date to the contractual maturity date is as follows:
AEH AATF
The Group The Company
—ET_F — —ETF —EE-—F
2002 2001 2002 2001
BETR BT T BETT BRI T
HK$000 HK$'000 HK$’000 HK$'000
EFBR Advances to customers
(Pt 5E15(a)): (note 15(a)):
A EE Repayable on demand 2,593,094 2,674,651 - 2,658,604
3f&8 B 1B HE 3 months or less but
B BF 8 22 not repayable on demand 3,643,523 3,041,732 - 2,990,669
3EAZEF 1 year or less but over
3 months 4,688,290 4,204,068 - 3,990,335
1255 5 years or less but over 1 year 15,167,716 12,017,351 - 12,005,896
S5F % After 5 years 14,461,832 10,058,532 - 10,024,880
TEH Undated 2,056,684 458,393 - 409,689
42,611,139 32,454,727 - 32,080,073
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LESS PROVISIONS (cont'd)

15. EF 2R R HEMERIE R EHE @) 15. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

X&EH AAT
The Group The Company
—EEC-E —EE—F —ETHF —EE-F
2002 2001 2002 2001
BETFT BRI T BETT BEET T
HK$'000 HK$'000 HK$'000 HK$'000
RITRHMBER Placements with and
BBER advances to banks and
REFR: other financial
institutions:
118 B =318 B 3 months or less but over
1 month 221,006 - - -
3EAZE1EF 1 year or less but over
3 months 19,872 - - -
1FZ55F 5 years or less but over 1 year 60,000 95,692 - 95,692
300,878 95,692 - 95,692
HER: Representing:
(REDERE-EAR:GE: Placements with banks and
RIT R HAth other financial institutions
TRIBEER maturing after one month 221,006 - = -
RTREMSHE Advances to banks and other
Mg 2R financial institutions
(MizE15(a)) (note 15(a)) 79,872 95,692 - 95,692
300,878 95,692 - 95,692
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16. RIFREH 16. PROVISIONS FOR BAD AND DOUBTFUL DEBTS
2002 AEE
The Group
%551 —i% g RS
Suspended
Specific General Total interest
BETT BETRT BETRT BETT
HK$'000 HK$’000 HK$’000 HK$°000
®1B18 At 1 January 349,546 371,102 720,648 168,227
E U BB T8 A 7 Addition through acquisition
18Ky & EE of subsidiary 338,486 134,619 473,105 475,078
BAERm Addition through acquisition
18Ky & EE of loans 934 1,850 2,784 -
EE LK B Release through disposal
A FHEE of subsidiaries (2,422) - (2,422) -
HEH B RE Amounts written off (659,469) (2,340) (661,809) (461,459)
A= R New provisions charged
Y 37 21 to the income statement 675,295 64,979 740,274 -
B Provisions released to the
B2 income statement (128,399) (72,073) (200,472) -
2 E £ %8 Amount recovered 96,005 - 96,005 -
FERDN Interest suspended during
o R B the year - - - 278,788
Bl EEERE Suspended interest recovered - - - (90,642)
R ERE Exchange differences - - - 40
M12H831H At 31 December 669,976 498,137 1,168,113 370,032
HER: Representing:
B2 RE (5E12) Trade bills (note 12) - 3,152 3,152 6,073
BEF B Advances to customers
(MizE15(a)) (note 15(a)) 614,506 494,985 1,109,491 363,959
H fth Bk 18 Other accounts 55,470 - 55,470 -
669,976 498,137 1,168,113 370,032

g
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16. RIZREWH @)

16. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (contd)

2001 rEE
The Group
45 51 — & #zE o R
Suspended
Specific General Total interest
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
MW1B18 At 1 January 530,860 354,271 885,131 223,414
R EE B Amounts written off (595,242) - (595,242) (200,747)
AW =R New provisions charged
OB to the income statement 488,353 61,603 549,956 =
BB & R Provisions released to the
2 income statement (167,995) (41,000) (208,995) =
B W E & %8 Amounts recovered 89,798 - 89,798 =
BB Transfer between provisions 3,772 (3,772) = -
FERDN Interest suspended during
L FE the year - - - 168,580
Bl EEERE Suspended interest recovered - - - (22,874)
EHER Exchange differences - - - (146)
128318 At 31 December 349,546 371,102 720,648 168,227
HER: Representing:
B2 25 (5E12) Trade bills (note 12) 979 2,224 3,203 154
BEF B Advances to customers
(FFEE15(a) (note 15(a)) 305,980 368,878 674,858 168,073
H {h BR 18 Other accounts 42,587 = 42,587 -
349,546 371,102 720,648 168,227
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16. RIZREWH @)

2002

16. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (contd)

N

The Company

551 —& 4 HiFE
Suspended
Specific General Total interest
BETT BETT BETT BT
HK$°000 HK$’000 HK$°000 HK$'000
®1B18 At 1 January 303,897 365,572 669,469 136,077
ESPANGIIEE | Disposal through group
& re-organisation (175,423) (363,243) (538,666) (38,251)
HEME QA Write back on disposal to
M [0 43¢ subsidiary (121,112) - (121,112) (97,826)
patkich Amounts written off (7.362) (2,329) (9,691) =
RN G e New provisions charged to
Y 37 21 the income statement - 4,510 4,510 -
B E UK 5 3R Provisions released to the
B2 1 income statement (1,195) (4,510) (5,705) -
2l E €% Amounts recovered 1,195 - 1,195 -
MW12831H At 31 December - - — -

g
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16. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (contd)

2001 ¥ NN
The Company
4% 51 — & #zE o R
Suspended
Specific General Total interest
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
MW1B18 At 1 January 392,392 307,771 700,163 184,733
R EE B Amounts written off (480,949) - (480,949) (172,464)
AW =R New provisions charged to
OB the income statement 432,606 61,573 494,179 =
BB & R Provisions released to the
2 income statement (118,736) - (118,736) =
2 E &% Amounts recovered 74,812 - 74,812 =
BB Transfer between provisions 3,772 (3,772) =
FERDN Interest suspended during
L FE the year - - - 139,822
Bl EEERE Suspended interest recovered - - - (15,868)
EHER Exchange differences - - - (146)
128318 At 31 December 303,897 365,572 669,469 136,077
HER: Representing:
B2 25 (5E12) Trade bills (note 12) 979 2,224 3,203 154
BEF B Advances to customers
(MizE15(a)) (note 15(a)) 262,911 363,348 626,259 135,923
H {h BR 18 Other accounts 40,007 = 40,007 -
303,897 365,572 669,469 136,077
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17. EXFAEANLR S

(a) xEER AEBERAERTEHBRHE

HERERARRGREZERABDNKNEARE
TTZ2ERG EHEREEEE BIRF
HEXFR SERREER ERBITRZ M
MERZ -BLERZFNENEBRRBERE
TR S BHERB TSR RME  WEREHRGA
EEEMREAREFPNGHRER ESER
B EERFREEFHREFRET

REERN BEATRGNREZRREEAN
#EXWNT:

17.

(a)

MATERIAL RELATED PARTY TRANSACTIONS

During the year, the Group entered into a number of transactions with its
ultimate holding company and the ultimate holding company’s subsidiaries,
in the ordinary course of its banking business including, inter alia, lending,
the acceptance and placement of inter-bank deposits, participation in loan
syndicates, correspondent banking transactions and foreign exchange
transactions. The contracts were priced based on relevant market rates at
the time of each transaction, and were under the same terms as those
available to other counterparties and customers of the Group. In the opinion
of the directors, these transactions were conducted on normal
commercial terms.

Information relating to income and expense from related party transactions
during the year and balances outstanding as at the balance sheet date is set

out below:
) KA (EZH) (i) Incomel(expense)
XKHE AAT
The Group The Company
—ET_F —EE-F —¥T-E —EE-F
2002 2001 2002 2001
BETFT BT T BETT BT T
HK$'000 HK$'000 HK$’000 HK$'000
FE WA Interest income 2,301 21,475 = 20,200
F B X H Interest expense (48,194) (184,588) (440) (184,479)
Hng A Other income 3,652 = = -
(42,241) (163,113) (440) (164,279)
(i) RAZERA (i) Ultimate holding company
AEH AAT
The Group The Company
—ETC-F —EE-F —TE_F —EE-F
2002 2001 2002 2001
BETFT BE T T BETT BT T
HK$’000 HK$'000 HK$’000 HK$'000
BEFBIE Advances to customers and
Hth BRIE R B other accounts less provisions 117,094 117,124 = 117,124
ZEEEHR Deposits from customers 1,162,517 1,324,232 - 1,324,232
HAinBR1E & EH Other accounts and provisions 2,366 2,943 = 2,943
1,164,883 1,327,175 - 1,327,175
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17. EXFAEALR S # 17. MATERIAL RELATED PARTY TRANSACTIONS (cont'd)
(i) RAREER 2 A HIHT B 2 &) (i) Subsidiaries of the ultimate holding company
AEE AAT
The Group The Company
—ETCE —BE-F —EETC-E —EE-F
2002 2001 2002 2001
BEETT BT T BETR BET T
HK$'000 HK$'000 HK$'000 HK$'000
EFERR Advances to customers and
H (b BR I8 R 1 other accounts less provisions - 62,407 = 62,407
RITREME R Deposits and balances of banks
BWEERR and other financial
&1 institutions 97,316 122,647 - 122,594
BEFEER Deposits from customers 1,647,519 111,028 2,685 111,028
HREREE Other accounts and provisions 386 3,508 45 3,508
1,745,221 237,183 2,730 237,130
(b) SRERATN—XHMBATAEELFES —X (b) A subsidiary of the ultimate holding company has opened Hong Kong dollar
MBRITEL T BTRARKEBRTERS UK and Renminbi bank accounts in another subsidiary bank of the ultimate
BAEERFTENERANER - ELERF holding company in the PRC to receive repayments from the Group's
(R=ZEZ_F+-_A=+—HRHNETAE borrowers located in the PRC. The balances of these accounts, which
B 8ERT (T —F :B%1.38Emrm)) 2 amounted to HK$185 million (2001: HK$138 million) at 31 December 2002,
HZMBARUGEREAXRETEEFEMRE were held in trust on behalf of the Group free of any encumbrances.
FEMEE-
18. FEW P B A SIRRIA 18. AMOUNTS DUE FROM SUBSIDIARIES
AAT
The Company
—BECE —ZTE-F
2002 2001
BT BT T
HK$'000 HK$'000
BN HA & 42 HA 48 A1 17 5K Money at call and short notice - 509,994
1B A BEHHNERITR Placements with banks and other financial
Hih & BEEENR institutions maturing after one month - 18,389
TP B H At AR 18R E Advances to customers and other accounts less provisions 184,142 261,751
184,142 790,134
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19. BB EINHBLHERIREESH 19. HELD-TO-MATURITY SECURITIES AND INVESTMENT

SECURITIES
AEHE AAT
The Group The Company
—EECE —EE-F —EECE —EE-F
2002 2001 2002 2001
BETT BT T BETT BT T
HK$’000 HK$'000 HK$’000 HK$'000
HAEEINHES Held-to-maturity securities
REBLH Listed in Hong Kong 276,062 358,559 - 358,559
REBUIIE EH Listed outside Hong Kong 5,096,234 4,335,392 - 4,237,732
5,372,296 4,693,951 - 4,596,291
FEEH Unlisted 13,265,061 8,324,923 - 8,323,450
18,637,357 13,018,874 - 12,919,741
BEEF Investment securities
- EBESF - debt securities
¥ Emm Unlisted 15,932 8,101 - 3,417
®"EEH Investment securities
- BRE - equity securities
LM Unlisted 24,065 9,801 - 9,801
18,677,354 13,036,776 - 12,932,959
BEEHE Provision for diminution
in value
BEZEHES Held-to-maturity securities (55,886) (21,903) = -
18,621,468 13,014,873 - 12,932,959

B =
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19. BEEINNESLERIEEH @) 19. HELD-TO-MATURITY SECURITIES AND INVESTMENT
SECURITIES (cont’d)

BEERSRREWEITHEEBNT: The issuers of debt securities and equity securities are as follows:
AEE AAF
The Group The Company
—ETCE —ERE-F i <t a2 —ERET-F
2002 2001 2002 2001
BT BT BETT BET T
HK$'000 HK$'000 HK$'000 HK$'000
AR BURF & Central governments and
PR AT central banks 1,011,640 147,969 - 147,969
$RIT R H At Banks and other financial
SR institutions 7,866,612 6,528,505 - 6,528,505
SEART Corporate entities 9,506,110 6,060,049 = 5,976,417
NEEE Public sector entities 281,060 294,152 - 278,651
Hty Others 11,932 6,101 - 1,417
18,677,354 13,036,776 - 12,932,959
LEhEHHE Market value of listed
securities
BRFES Debt securities 5,709,174 4,818,494 - 4,757,903
EMERFSREERZESHN2H B FIERERE The maturity profile of debt securities included above and analysed by the
AMANEBE R T remaining period at the balance sheet date to the contractual maturity date
is as follows:
AEE AAT
The Group The Company
—ETCE —BE-F —ET-fF —EE-—F
2002 2001 2002 2001
BT BT T BETT BET T
HK$'000 HK$'000 HK$'000 HK$'000
318 B 1B HE 3 months or less but
BN BF 8 2 not repayable on demand 193,974 850,009 - 850,009
3EAZEE 1 year or less but over
3 months 2,474,339 2,274,505 - 2,232,862
1255 5 years or less but over
1 year 9,409,058 4,038,274 - 3,996,285
5% After 5 years 6,548,386 5,790,831 - 5,775,330
TEH Undated 27,532 73,356 - 68,672
18,653,289 13,026,975 - 12,923,158
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PFEEBESMERERA A | CITIC International Financial Holdings Limited

20. B AEHRE (R A ANER) 20. INVESTMENTS IN SUBSIDIARIES, AT COST
TXRIEH A EBEEREEFTEATEN The following list contains the particulars of principal subsidiaries which
FTERBARFEE materially affect the results or assets of the Group.
MR ARG E 31T
AT &HE mEmE Bt EEEHR L 38 B A
Place of
incorporation/ % of Issued ordinary
Name of company operation shares held Principal activities share capital
EREREBREBB AR AR *** HE 100% REER %4£500,0007T
Beijing Kananten Investment PRC Investment holding US$500,000
Consulting***
California Investment, LLC** =E 100% MERE 3 45,000,0007T
USA Property holding US$5,000,000
EREBERAERD R "B 100% MERKE B2t
Carford International Limited* Hong Kong Property holding HK$2
PEEREEEERRAF B8 100% REERREEEE #B%1,261,488,1467T
CITIC International Assets Hong Kong Investment holding HK$1,261,488,146
Management Limited and assets management
PEEERTERLF BiE 100% $R1T  HB%2,393,341,1767T
CITIC Ka Wah Bank Limited Hong Kong Banking HK$2,393,341,176
CKWB (Cayman Islands) Limited* HEMRE BB 100% BITREEE ES- 3
Cayman Islands/ Issuer of US$1
Hong Kong subordinated notes
CKWH-UT2 Limited* HEHES BH 100% BITRERE E AP
Cayman Islands/ Issuer of US$1
Hong Kong subordinated notes
Dramatic Year Limited KEEARHES 100% REZER ESco b
British Virgin Islands Investment holding US$1
GCT Management Limited* =& 100% MEEE X©496,4547T
USA Property management US$496,454
BEREAMBERA R BiE 100% HERE 7 #£300,000,0007T
HKCB Finance Limited* Hong Kong Consumer financing HK$300,000,000
EREARBREERAT* BiE 100% RERER B2
HKCB Insurance Agency Limited* Hong Kong Insurance agency HK$2
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20. IBATRE A EANR) &) 20.

INVESTMENTS IN SUBSIDIARIES, AT COST (contd)

A 3L ARG EE1T
ATF &M mEmE Bt FEE L iE R A
Place of
incorporation/ % of Issued ordinary
Name of company operation shares held Principal activities share capital
EEFHAMBARAA - B8 100% HBEE 7 %£50,000,0007T
Ka Wah Credit Limited* Hong Kong Consumer financing HK$50,000,000
EERBRMBARAA B8 100% % Bl AR %5 7% 432,500,0007T
Ka Wah International Hong Kong Financial services HK$432,500,000
Merchant Finance Limited*
EEREREREBRAR* KEEERHE BB 100% REREER™ %%1,200,0007C
KS Investment and British Virgin Islands/ Investment and US$1,200,000
Consultancy Limited* Hong Kong consultancy
EEREERLAX =8 100% REZER 78 #5,000,0007T
KWB Investment Limited * Hong Kong Investment holding HK$5,000,000
BEEART (REAN) BRAA* B8 100% I R 7% 78 %55,0007T
The Hongkong Chinese Bank Hong Kong Nominee services HK$5,000
(Nominees) Limited*
EREBERAA =8 100% RIERE B2
Viewcon Hong Kong Limited* Hong Kong Mortgage financing HK$2

BRTSCFRFISN: A EFR BB A R AR T
HERESR-

* AREBERFENHNEAF-

= AQAREEFEZMBLT9%KREM B
ER1%AIRA D E S — KM B A B EER
EO

e RN BIEEREE R P EDERE P E L
[hERZE | EMA KB AR

All the above subsidiaries are held directly by the Company except for those
indicated below.

* Subsidiaries held indirectly by the Company.
**  99% of the shares of this subsidiary is held directly by the Company
and the remaining 1% is held indirectly through another subsidiary

of the Company.

*** A subsidiary held indirectly by the Company incorporated in PRC was
a 'foreign investment enterprises’ under the PRC Law.
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21. BPEATRE 21. INVESTMENTS IN ASSOCIATES
%0 EYL
The Group The Company
—¥¥-F -TIT-F C-BE-F -5
2002 2001 2002 2001
BT BT T BEETT BET T
HK$'000 HK$'000 HK$'000 HK$'000
LT RG REAAR) Unlisted shares, at cost - - - 119,908
REEMLERE Share of net assets 358,002 120,493 - -
358,002 120,493 - 119,908
L NI EE Loan to associates - 6 = =
358,002 120,499 - 119,908
FEBRENTNFREOT: Details of the principal associates are as follows:
31t s AL, HHRG E#1T
AT EH i HEmE TEER il BRAEE
Place of Nominal
Form of incorporation/ Principal % of value of
Name of company business structure  operation activity shares held issued shares
EEIXTEREESERAH EART NREs/ HE REER 32.6% %£46,0027
The Ka Wah Five Arrows China Incorporated Cook Islands/ Investment holding US$46,002
Hong Kong Fund Limited Mainland China
HEEAMEERERAR HEARE B REER 25% B 1,9607T
CITIC Capital Markets Holdings Incorporated Hong Kong Investment holding HK$1,960
Limited
REEAESARLH EART &B E5BRRE 25% 7 %28,000,0007T
CITIC Capital Securities Limited Incorporated Hong Kong Securities broking HK$28,000,000
service
REEATEERLH EART &B EERE R 25% 7 10,000,0007C
CITIC Capital Markets Limited Incorporated Hong Kong Corporate finance HK$10,000,000
service
FIEMENRHHREARARBEERR- All associates are held indirectly by the Company.
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22. FEfTPI B A TIRIA 22. AMOUNTS DUE TO SUBSIDIARIES
AATF
The Company
—Be=F —EE—F
2002 2001
BETFT BT T
HK$’000 HK$'000
RITREMER Deposits and balances of banks and
KMEERRER other financial institutions = 341,172
BEFEXR Deposits from customers - 2,933,787
HnBRE K X1 Other accounts and provisions 164,382 331,630
164,382 3,606,589
23. 8 23. GOODWILL
AKHE
The Group
BETT
HK$’000
A : Cost:
20026 1HA1H At 1 January 2002 -
W BE — R Y B A = & 38 4N Addition arising on acquisition of a subsidiary 1,333,746
#2002512H31H At 31 December 2002 1,333,746
Retie: Accumulated amortisation:
R2002F 1818 At 1 January 2002 -
FEREHH Amortisation for the year 66,687
20025 12A 318 At 31 December 2002 66,687
ARE&E: Carrying amount:
#2002 128318 At 31 December 2002 1,267,059

R2001512831H

At 31 December 2001

MlENBEER -t FHE-

The above goodwill is amortised over 20 years.
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2. ARBEIEEE 24. TANGIBLE FIXED ASSETS
AKEH
The Group
BENME Hthvhg HRE-RERRE e
Investment Other Furniture, fixtures
properties premises and equipment Total
BT EETT HEETT EETT
HK$'000 HK$'000 HK$'000 HK$'000
BA fh{E: Cost or valuation:
R2002F 18 1H At 1 January 2002 175,164 690,954 460,108 1,326,226
#£m: Additions:
- RREME AR ~ through acquisition of a subsidiary 95,595 667,126 252,107 1,014,828
- Hit - others - 166 88,458 88,624
HE Disposals = = (70,938) (70,938)
BftER Deficit on revaluation (35,184) = = (35,184)
120024 12A318 At 31 December 2002 235,575 1,358,246 729,735 2,323,556
LREENRADR The analysis of cost or valuation
EEANMT: of the above assets is as follows:
A Cost - 1,157,802 729,735 1,887,537
& Valuation
— 19854 - 1985 - 50,704 - 50,704
— 19884 - 1988 - 149,740 - 149,740
— 20024 - 2002 235,575 - - 235,575
235,575 1,358,246 729,735 2,323,556
RitinE: Accumulated depreciation:
M2002F181H At 1 January 2002 - 157,556 154,563 312,119
U BE I B 2 B)4E Addition through acquisition of
a subsidiary - 125,377 152,696 278,073
REERE (HE40) Charge for the year (note 4(c)) - 28,872 80,888 109,760
& E Written back on disposal - - (52,589) (52,589)
20025128318 At 31 December 2002 - 311,805 335,558 647,363
AREFE: Net book value:
120025 12A318 At 31 December 2002 235,575 1,046,441 394,177 1,676,193
M2001F 128318 At 31 December 2001 175,164 533,398 305,545 1,014,107
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24. TANGIBLE FIXED ASSETS (cont'd)

AAE
The Company

REME Hipg HR-RERRE k)
Investment Other Furniture, fixtures
properties premises and equipment Total
EETT BRI EETT EETT
HK$'000 HK$'000 HK$'000 HK$'000
BAS fEE: Cost or valuation:
M2002%F1818 At 1 January 2002 175,164 582,055 436,805 1,194,024
RE4 Disposals through group
mE re-organisation (91,050) (479,017) (427,762) (997,829)
EHER Deficit on revaluation (824) = = (824)
12002 12A318 At 31 December 2002 83,290 103,038 9,043 195,371
TREENRAS HE The analysis of cost or valuation
SHMT: of the above assets is as follows:
B Cost - 95,668 9,043 104,711
& Valuation
— 19854 - 1985 - 7,370 - 7,370
— 2002 - 2002 83,290 - - 83,290
83,290 103,038 9,043 195,371
RitinE: Accumulated depreciation:
20021818 At 1 January 2002 - 144,514 142,455 286,969
R & e Written back on disposals - (118,764) (137,646) (256,410)
rEERE Charge for the year - 2,578 888 3,466
#20025£12A 318 At 31 December 2002 - 28,328 5,697 34,025
MREFE: Net book value:
©2002€12A318 At 31 December 2002 83,290 74,710 3,346 161,346
2001128310 At 31 December 2001 175,164 437,541 294,350 907,055
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Notes on the Financial Statements

24. ARBEEEE #)

REMER AR FHREFERRE:

24. TANGIBLE FIXED ASSETS (cont'd)

The net book value of investment properties and other premises comprises:

FEH AAT
The Group The Company
—BTCF —ET—F - oL i 3 —EE—F
2002 2001 2002 2001
BETR BT T EETR BT T
HK$'000 HK$'000 HK$'000 HK$'000
KRB Freeholds
BBUIMEE Held outside Hong Kong 195,322 199,449 158,000 161,402
HE Leaseholds
& Held in Hong Kong
— REAFEE (50F L L) — Long term leases
(over 50 years) 286,273 298,381 - 298,381
— HHIFHE (10 E50%F) — Medium term leases
(10 = 50 years) 783,137 208,936 - 151,126
BEUIIME Held outside Hong Kong
— HHIFHE (10 E50%F) — Medium term leases
(10 = 50 years) 17,284 1,796 - 1,796
1,282,016 708,562 158,000 612,705

MEEMYFEITEEA R BT ITE AR R E

ER—ZE_F+_A=+—HEEEER’X
PR E Mt AE F AR EDFEE A B 111,730,000
7T (ZEZ—F:#%113,935,0007T) R A
ARATHBEM2 929,000 (ZBE—F B
113,935,0007T) °

B 328 £ Bl AT B AR HR ( ) ERLDAR
Appraisal Advisory Group, Ltdﬁ"— =T _F+
“HAE=t-HRARTSEEEGARERA
RANREYF -EEEYEEEMELENF
5188 %5 35,184,000t o H A ¥4 151,0007T
S5 W) 3 7k 5 - ELBRAV B AR B 535,033,000
TAREVERBEGNEHRESKT AL
iR o

BiRHT (B8) BRARAXEEERTBAE
EME2E & 8 - 1M Appraisal Advisory Group, Ltd%
LESRBAMAMNEM—REEGERM-

The net book value of other premises of the Group and the Company at 31
December 2002 would have been HK$111,730,000 (2001:
HK$113,935,000) and HK$2,929,000 (2001: HK$113,935,000) respectively
had they been carried at cost less accumulated depreciation.

Investment properties of the Group and the Company were revalued at 31
December 2002 by independent firms of surveyors, Vigers Hong Kong Ltd
and Appraisal Advisory Group, Ltd, on an open market value basis. The net
deficit arising on revaluation amounted to HK$35,184,000 in the Group, of
which HK$151,000 has been charged to the investment properties
revaluation reserve and the remaining balance of HK$35,033,000, being
the excess of deficit over the balance on the investment property revaluation
reserve, is charged to the income statement.

Vigers Hong Kong Ltd has among its staff Fellows of the Hong Kong Institute
of Surveyors. Appraisal Advisory Group, Ltd has among its staff New York
State Certified General Real Estate Appraiser.
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REMFEENES U ALEEEEE 16,039,665
T (ZBE—F:8%10,491,5927T) °

AEEBBEER

FEHEE-

AR A A R A AR BR A0 A5 TR R
BN BREBSAENT :

HENAAEHREWXE-F
BUNENRNEEN -—REME=F HET
RIFBEGRREFNBEAEY -HE—
B URRmERS U EHEYRER

24. TANGIBLE FIXED ASSETS (cont'd)

The gross rental income arising from investment properties is amounted to
HK$16,039,665 (2001: HK$10,491,592).

The Group leases out investment properties under operating leases. The
lease typically run for an initial period of two to three years, with an option
to renew the lease after that date at which time all terms are renegotiated.
Lease payments are usually increased annually to reflect market rentals.
None of the leases includes contingent rentals.

REFRE

The Group and the Company’s total future minimum lease payments under
non-cancellable operating leases are receivable as follows:

AKEH AAE

The Group The Company
—ETC-E —EE-—F —EE_F —ETE &
2002 2001 2002 2001
EETT BT T EETT BT T
HK$'000 HK$'000 HK$'000 HK$'000
15 R Within 1 year 16,585 7,887 7,800 7,530
1255 After 1 year but within 5 years 24,967 9,560 18,688 9,560
41,552 17,447 26,488 17,090

25 RITREMEMEBERRET

FINANCIAL INSTITUTIONS

25. DEPOSITS AND BALANCES OF BANKS AND OTHER

ARE #4
The Group The Company
g o et 3 —E2RER—F i o e 3 —EER—F
2002 2001 2002 2001
EETT BETT EETT BT T
HK$'000 HK$'000 HK$'000 HK$'000
AR EERE Repayable on demand 166,163 65,779 = 65,779
EEZH AR BAEN With agreed maturity dates
T &5 2 HA 5 R or periods of notice,
by remaining maturity:
318 B W1B & E Bl s 3 months or less but not
B repayable on demand 1,954,018 3,066,366 238,080 3,066,366
2,120,181 3,132,145 238,080 3,132,145
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26. EFHER 26. DEPOSITS FROM CUSTOMERS
FEH AAF
The Group The Company
k- L - 3 —EE-F t- - et 3 —EE—F
2002 2001 2002 2001
BT BT T BT BT T
HK$'000 HK$'000 HK$'000 HK$'000
SEHREREKRFFR Demand deposits and
current deposits 1,283,195 791,434 25,022 791,434
REEX Savings deposits 7,274,653 5,460,437 98,372 5,460,437
EH-AER Time, call and
EHREATER notice deposits 46,977,612 36,262,311 692,059 36,262,311
55,535,460 42,514,182 815,453 42,514,182
A BN EE Repayable on demand 9,041,737 6,576,888 123,356 6,576,888
BMEZHARBAEK With agreed maturity
Tl &5 2 HA 05 R dates or periods of notice,
by remaining maturity:
318 B 1B BB RN EEE 3 months or less but not
repayable on demand 43,254,336 33,560,893 473,134 33,560,893
3EAZE1F 1 year or less but over
3 months 3,232,652 2,355,517 216,419 2,355,517
1 &E55 5 years or less but over
1 year 6,735 20,884 2,544 20,884
55,535,460 42,514,182 815,453 42,514,182
27. EBTHERE 27. CERTIFICATES OF DEPOSIT ISSUED
AEHE AAF
The Group The Company
—BEC-F —ET—F - ol et 3 —ZEE-F
2002 2001 2002 2001
BETR BET T EETR BT T
HK$'000 HK$'000 HK$'000 HK$'000
EEZ MBS BAIK With agreed maturity
Tl &4 2 HA 05 R dates or periods of notice,
by remaining maturity:
3E A A B B 8 Bl 5 E 32 3 months or less but not
repayable on demand 1,000,000 135,799 - 135,799
A ZEE 1 year or less but over
3 months 1,566,579 1,036,863 - 1,036,863
1FZ55F 5 years or less but over
1 year 3,265,934 2,321,242 = 2,321,242
5,832,513 3,493,904 - 3,493,904
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28.

EERTEBES 28. DEBT SECURITIES ISSUED

AREREAT
The Group and the Company
—ETC-E —EE—-F
2002 2001
EETT BET T
HK$'000 HK$'000
BEBAZSEEREZ S AR  With agreed maturity dates or earlier redeemable dates
LA 51 AT BB Bl Y R R HA S at the holders’ option, by remaining maturity:
3B E15E 1 year or less but over 3 months - 373,371
29. SHERBEMEE 29. ASSETS SUBJECT TO SALE AND REPURCHASE
TRANSACTIONS
UTEEREBERMHEERER: The following assets and liabilities are subject to sale and repurchase
transactions:
FEEREAT
The Group and the Company
k- L 3 —EE-—F
2002 2001
BETR BT T
HK$'000 HK$'000
ERASEZEHES Included in held-to-maturity securities
EREXFESFREH and investment securities 1,633,873 2,272,387
BRARTRE & RS Included in deposits and balances
GREEFREH of banks and other financial institutions 1,681,482 2,272,387

T EE_FF R | Annual Report 2002

‘ 163



B %5 ¥k o& MY

Notes on the Financial Statements

30. g & 30. SHARE CAPITAL
—EE=F —EE—F
2002 2001
BETFT BT T
HK$'000 HK$'000
ETE R Authorised:
SREEBEITH 6,000,000,000 ordinary shares
48 2 6,000,000,0008% of HK$1 each 6,000,000 6,000,000
EBTRHERAE: Issued and fully paid:
M1B1E SEREEEBE17TH At 1January: 2,595,511,444 (2001: 2,594,861,444)
L iEPR2,595,511,4448% ordinary shares of HK$1 each
(20014 :2,594,861,4448%) 2,595,511 2,594,861
RIBERETHRS Shares issued under rights issue 432,585 =
RIEEIRAEST B THRMD Shares issued under the Option Scheme 7,217 650
MW128318 - EREEBE 17t At 31 December: 3,035,313,281 (2001: 2,595,511,444)
Ay 38 8% 3,035,313,281 8% ordinary shares of HK$1 each
(20014 :2,595,511,4448%) 3,035,313 2,595,511

ARAFR-ZBE_E—ALtARARRBETER
HE{EB 1T R 432,585,2400%  HEEBR

On 7 January 2002, the Company issued 432,585,240 shares of HK$1.00
each for cash at HK$1.68 per share to shareholders in the proportion of

AERBE 18T LIARRERERFAE R one share for every six existing shares held. The subscription proceeds were
fRoBENERE —R-RBERAWARARMERQ used to strengthen the Company’s capital base for the purpose of future
FAINERERE LR A RELESR- business expansion.

RIBARRR-—ANEF=ZR=1+HETHE

RIEEFTE A DB LB 1 THNE

ERNERTHRAERESERE FBLLQ

Pursuant to the Option Scheme adopted on 30 March 1995, options to

REBFEE purchase ordinary shares in the Company were granted at a consideration

of HK$1 per grant to eligible senior executives and directors.

AN EER
MPFHBEREFEOT: Details of the share options granted are as follows:
RBHEME EfTERRE EXHH AT RTEH
¥ B &% () fERERE afTEdE  REORGEE FEREYE fEREYE BREHA
No. of shares
Subscription acquired No. of options No. of options
price No. of Exercisable on exercise  No. of options outstanding outstanding
Date of grant HK$ options period of options lapsed 2002 2001
19954 3H30H 1.000 15,000,000 1995%3H30B Z 11,800,000 3,000,000 200,000 200,000
30 March 1995 200553 A 29H
30 March 1995 to
29 March 2005
1996F 48 10H 1.000 1,361,000 1996548118 ZE 862,000 375,000 124,000 124,000
10 April 1996 200553 29H
11 April 1996 to
29 March 2005
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30. SHARE CAPITAL (cont'd)

SRR EfEiikE EXHH RITIREH RTER
BFBH & () BREYE giTERE BENRHEE BREYE fBRERE BREHE
No. of shares

Subscription acquired No. of options No. of options

price No. of Exercisable on exercise  No. of options outstanding outstanding

Date of grant HK$ options period of options lapsed 2002 2001

1997%5H8H 1.000 1,186,500 1997F5H9R % 511,625 421,875 253,000 253,000
8 May 1997 2005538290
9 May 1997 to
29 March 2005

1998%5H6H 1.000 1,427,448 19985870 Z 35,145 1,002,375 389,928 389,928
6 May 1998 2005%3H29H
7 May 1998 to
29 March 2005

1999544 16H *1.620 2,450,000 19998A6H 2 2,000,000 - 450,000 1,200,000
16 April 1999 2005%3829H
6 August 1999 to
29 March 2005

1999 8H17H *2.217 19,600,000 1999F10A318 % 1,450,000 8,150,000 10,000,000 16,900,000
17 August 1999 2005538 29H
31 October 1999 to
29 March 2005

2000528 29H *1.970 2,000,000 2002518186 ZE 2,000,000 = - 2,000,000
29 February 2000 2002% 128318
18 January 2002 to
31 December 2002

2000%3A 16H *1.828 1,200,000 2001638168 & 500,000 - 700,000 1,000,000
16 March 2000 2005%3H29H
16 March 2001 to
29 March 2005

2000538 28H *1.758 1,700,000 200063A31B % - - 1,700,000 1,700,000
28 March 2000 2005%3A29H
31 March 2000 to
29 March 2005

2000458 198 *1.513 2,000,000 2002548268 2,000,000 = - 2,000,000
19 May 2000 2005%3H29H

26 April 2002 to
29 March 2005
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Notes on the Financial Statements

30. l&& (&) 30. SHARE CAPITAL (cont'd)
SRR EfEiikE EXHH RITIREH RATRH
BFBH & () BREYE fTEHE  RENRGHE BB HES B BERES B BREHE
No. of shares

Subscription acquired No. of options No. of options

price No. of Exercisable on exercise  No. of options outstanding outstanding

Date of grant HK$ options period of options lapsed 2002 2001

2000568 27H *1.681 1,000,000 200266A5HZ - - 1,000,000 1,000,000
27 June 2000 2005538290
5 June 2002 to
29 March 2005

2000488 10H *2.198 700,000 200188 11HZE 200,000 = 500,000 700,000
10 August 2000 2005%3H29H
11 August 2001 to
29 March 2005

2000%8H 230 *2.213 200,000 200168B24B & - - 200,000 200,000
23 August 2000 2005%3H29H
24 August 2001 to
29 March 2005

20005128 5H *1.747 2,300,000 200161082202 1,000,000 - 1,300,000 2,300,000
5 December 2000 2005538290
22 October 2001 to
29 March 2005

200143 A 26H *1.758 300,000 2002%3827H % = = 300,000 300,000
26 March 2001 200553 A 29H
27 March 2002 to
29 March 2005

2002%2H 2880 1.620 * 44,813 2002528288 % 22,407 - 22,406 -
28 February 2002 2005%3H29H
28 February 2002 to
29 March 2005

200252 A 28H 1.970 * 74,689 200262R288 % 74,689 - - -
28 February 2002 20025128318
28 February 2002 to
31 December 2002

200228 28H 2.217 * 481,743 2002%2828H % = 108,299 373,444 =
28 February 2002 2005%3H29H
28 February 2002 to
29 March 2005
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30. SHARE CAPITAL (cont'd)

SRR EfTfERERE EXHMH RATIER RATRH
BFBH & () BRESE fTEHE  RENRGHE BB HES B BERES B BREHE
No. of shares

Subscription acquired No. of options No. of options

price No. of Exercisable on exercise  No. of options outstanding outstanding

Date of grant HK$ options period of options lapsed 2002 2001

2002528 28H 1.758 * 74,688 2002628280 - - 74,688 -
28 February 2002 200553290
28 February 2002 to
29 March 2005

200242 28H 1.681 * 37,344 20026850 % = = 37,344 =
28 February 2002 2005%3H29H
5 June 2002 to
29 March 2005

2002%2H 280 1.513 * 74,688 2002548268 % 74,688 - - -
28 February 2002 2005%3H29H
26 April 2002 to
29 March 2005

200252 A 28H 2.213 * 7,469 2002628280 - - 7,469 -
28 February 2002 2005538290
28 February 2002 to
29 March 2005

200242 28H 2.198 * 26,141 2002628280 F 7,469 = 18,672 =
28 February 2002 2005%3H29H
28 February 2002 to
29 March 2005

2002%2H 2860 1.747 * 85,891 2002528288 & 37,344 - 48,547 -
28 February 2002 2005%3H29H
28 February 2002 to
29 March 2005

200252 A 28H 1.828 * 37,344 2002638 1HZE - - 37,344 -
28 February 2002 2005538290
1 March 2002 to
29 March 2005

53,369,758 22,575,367 13,057,549 17,736,842 30,266,928

* EZZER-F-ALASKAEARRRAASKRES
B -RHURROZ TEECSERAR mMAS
BFRELREBERESAATRBRENMEER
RONBRE ERHEREERENREE X
FBR 44 R B 8 S R o

*  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.
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31. e 31. RESERVES
F&5H AAF
The Group The Company
—ETC-E —EE-F —TE_F —EE-F
2002 2001 2002 2001
BETR BT T BETRT BT T
HK$’000 HK$'000 HK$’000 HK$'000
(a) MefnitafE Share premium
MH1B1H At 1 January 1,426,213 1,425,542 1,420,213 1,419,542
% B B 10 R (B Share premium on rights issue 286,990 - 286,990 =
AEESBITRAD Share premium on shares
K@ (B issued during the year 5,749 671 5,749 671
HEM B AR % Release on disposal of
HER subsidiary (6,000) - - =
M12831H At 31 December 1,712,952 1,426,213 1,712,952 1,420,213
(b) &M Investment property
B revaluation reserve
M1A1H At 1 January 151 = 151 =
SEEAZES Disposal through group
re-organisation - - (20,481) -
REWMESEHRG Net (deficit)/surplus on
(&8) revaluation of
investment properties (151) 151 - 151
B AEBREKRN Revaluation deficit release to
BHEE the income statement - = 20,330 —
MW12H318 At 31 December - 151 - 151
(c) Hitbymze Other property
Hihf#E revaluation reserve
Mm1A1H At 1 January 11,945 11,945 11,945 11,945
SEEHEBED Disposal through group
re-organisation - - (11,945) -
M12A831H At 31 December 11,945 11,945 - 11,945
(d) BEAXRE Capital reserve
M1B1ER12A31H At 1 January and 31 December 37,500 37,500 - -
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31. & @) 31. RESERVES (contd)
F5H AAF
The Group The Company
—ETC-E —EE-F —ET-E —Z2E-F
2002 2001 2002 2001
BETT BT T BETR BT T
HK$’000 HK$'000 HK$'000 HK$'000
(e) —MfEME General reserve
M1A1H At 1 January 100,000 100,000 100,000 100,000
EEEAKEL Disposal through
group re-organisation - - (100,000) -
M12831H At 31 December 100,000 100,000 - 100,000
() ERZEE Exchange differences
M1A18 At 1 January 321 322 - =
REE Current year (2) (1 - -
MW12A318 At 31 December 319 321 - -
(9) REBEF Retained profits
M1A1H At 1 January 2,082,036 1,673,010 1,810,490 920,940
Al —ERENRKRE Dividends approved in
respect of the previous year (75,754) (129,743) (75,754) (129,743)
REERF Profit for the year 612,944 616,628 335,176 1,097,152
EEEHEEE Disposal through group
re-organisation - - (822,183) -
AEECERNKRE Dividends declared in respect
of the current year (90,962) (77,859) (90,962) (77,859)
M12B31H At 31 December 2,528,264 2,082,036 1,156,767 1,810,490
R Total reserves 4,390,980 3,658,166 2,869,719 3,342,799

REB BRI A BERE B 238,402,542 (=& Z
—F ) BEEHE A EREER -

R 4775 B BR BY FE A 2 B 08 (2 BRI 55 48B1k
firsitEe

Included in the retained profits is an amount of HK$238,402,542 (2001:
Nil), being the retained profits attributable to associates.

The application of the share premium is governed by section 48B of the
Hong Kong Companies Ordinance.
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31. & @) 31. RESERVES (contd)

HEtmERREMENEGFE T TEI IR The revaluation reserves in respect of other property and investment
R REABREEB (A KRB EE79BQRGRHE properties are not available for distribution to shareholders because they do
E BERBEBERIMEEER ER-RAQATAR= not constitute realised profits within the meaning of section 79B(2) of the
ZZ_F+_A=+—-HUHIIRBRENFEE Hong Kong Companies Ordinance. At 31 December 2002, the aggregate
HEE R B M1,156,767,000T (ZFE—F 18 amount of reserves available for distribution to shareholders of the Company
#1,910,490,0007T) -4 5 H A EE & 5K 3 was HK$1,156,767,000 (2001: HK$1,910,490,000). After the balance sheet
HARESRBEE 1AML(ZEZE—F 8K date the directors proposed a final dividend of 13 cents per share (2001:
B2 5ql) - B EE A B ME394,591,0007T (= F 2.5 cents per share), amounting to HK$394,591,000 (2001:
T — 7B %75,702,0007T) %I R B KT HK$75,702,000). This dividend has not been recognised as a liability at the

HEABRRAEE- balance sheet date.

32. BRBEX 32. LOAN CAPITAL

A&EH
The Group

k- L 3 —EE—F
2002 2001
BB BT T
HK$'000 HK$'000
B1A1H@Q) At 1 January (a) 2,340,094 -
F R H(b) Issue during the year (b) 1,950,078 2,340,094
M12H31H At 31 December 4,290,172 2,340,094

(@ ZEZ-—FNEFREANAEHRREER
IREEEH23.4MET (X238 ) R=2
Z-FtAABBTT.25%EERE
HAERZERAE BN —RE2EHE
A B A T CKWB (Cayman Islands) Ltd 3%
TRIMEE —RER-PEEERFMTH
RTEEEHHNELZENREEM
SHEEHER BLEZEENR_Z——F
+tBEHBEH-

(b) HEEEER_-_TT_FHARITEE
BE9 5B IT (E€2.5@x) WRE —EE
BER - ZBEEHERBI125% KA E
HEE JIEE_RERN APEEER
EE-HNHW—R2EHEEHEBELA
CKWH-UT2 Ltd# 4T 5 B E MRt R
A EHEEZ RN ERES S5
EHER - BELEZBEBR T ——_F
HE G o

(@  The balance brought forward from 2001 represents 7.625%
subordinated notes with face value and carrying amount of HK$2,340
million (US$300 million) issued on 5 July 2001. The notes were issued
by CKWB (Cayman Islands) Ltd, a single purpose wholly-owned
subsidiary of CKWB and qualified as tier 2 capital. CKWB
unconditionally and irrevocably guarantees all amounts payable under
the notes. The notes will mature on 5 July 2011.

(b)  In May 2002, CKWB issued another loan capital with face value of
HK$1,950 million (US$250 million), representing 9.125% perpetual
subordinated notes, qualifying as tier 2 capital issued by CKWH-UT2
Ltd, a single purpose wholly-owned subsidiary of CKWB. CKWB
unconditionally and irrevocably guarantees all amounts payable under
the notes. The notes will be callable in 2012.
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33. BERAERMPERE
() AFERRKIE

33.

(a)

UTREATEFIFEBRAENSNEH

OFF-BALANCE SHEET EXPOSURES

Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant

BE: class of contingent liabilities and commitments:
*EHE AATF
The Group The Company
g o o 3 —EZT—F - k- et 3 —EE-F
2002 2001 2002 2001
BETT BT T BT BT T
HK$’000 HK$'000 HK$’000 HK$'000
HEGERER Direct credit substitutes 1,187,756 1,696,088 - 1,696,088
EXZEEN Transaction-related
NBIER contingencies 38,994 39,365 = 39,365
HES RN EIER Trade-related contingencies 1,262,930 1,047,237 - 1,047,237
H b &L Other commitments:
- REBBAEIEUAT — with an original maturity of
o A R R 4 under 1 year or which are
unconditionally cancellable 9,294,444 8,247,308 - 8,247,308
- REHAH — with an original maturity of
E1FEHU L 1 year and over 922,801 271,258 - 271,258
12,706,925 11,301,256 - 11,301,256

FEEERAEREAFEEBENIR ETE
EERLEE AR RHEENERREARE
FROWEABRELS FEHEEFPRHGREER Y
RNEERBREAR B - ELERZBRNE
BB ASEEREARERERITEFHE
FB-SHNTHAREESHNZHRENRRERTF
RAMEERERBHNSH - HREERAERE
FMEF DA A RENSHEI A RRE
EIRA

Contingent liabilities and commitments are credit-related instruments which
include acceptance, letters of credit, guarantees and commitments to extend
credit. The risk involved is essentially the same as the credit risk involved in
extending loan facilities to customers. These transactions are, therefore,
subject to the same credit application, portfolio maintenance and collateral
requirements as for customers applying for banks. The contractual amounts
represent the amounts at risk should the contract be fully drawn upon and
the client default. As the facilities may expire without being drawn upon,
the contract amounts do not represent expected future cash flows.
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33. BEBB/ERMERE @) 33. OFF-BALANCE SHEET EXPOSURES (cont'd)
(b) FTETR (b) Derivatives
PTETARERE BRI ZBEELAEERIEH Derivatives refer to financial contracts whose value depends on the value of
WEEREEEBENMBEEN- one or more underlying assets or indices.
UTRAKERAARSEEEIEZNMETANS The following is a summary of the notional amounts of each significant
EeHME: type of derivatives entered into by the Group and the Company:
AEE
The Group
- ok et 3 —EE—F
2002 2001
Z5 ¥ B RS E i #zE
Trading Hedging Total Trading Hedging Total
BETRT BETT BETT BT T AR T BT T
HK$'000 HK$000 HK$’000 HK$'000 HK$'000 HK$'000
EZxE4 Exchange rate contracts
RHR S Forwards 1,095,192 - 1,095,192 292,271 1,397,797 1,690,068
REHR5 Swaps 34,890,559 4,999,417 39,889,976 - 105,852,873 105,852,873
B AR Options purchased 66,884 - 66,884 — = —
B Options written 40,490 - 40,490 — — =
FEEH Interest rate contracts
RHRZRHERS Forward and futures 2,262,090 - 2,262,090 - - =
BHR S Swaps 2,127,535 9,526,349 11,653,884 - 10,994,794 10,994,794
=PN: i} Options purchased 931,162 - 931,162 - = -
B Options written 931,162 - 931,162 — = =
BHEs Equity contracts
B AHfE Options purchased - 18,372 18,372 33,840 7,696 41,536
HHHRE Options written = 18,371 18,371 = = =
42,345,074 14,562,509 56,907,583 326,111 118,253,160 118,579,271

B =
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33. EEEBBERINAKE & 33. OFF-BALANCE SHEET EXPOSURES (cont'd)

(b) STET R (@) (b) Derivatives (cont'd)
AATH
The Company
—FT=F —BE-F
2002 2001
x5 ES e x5 Eapil sz
Trading Hedging Total Trading Hedging Total

EETT BETT BEFT BETT BETT  BETI
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000

EZxE4 Exchange rate contracts

EZHR5 Forwards - - - 292,271 1,397,797 1,690,068

BHR S Swaps - - - —~ 105,852,873 105,852,873

FESH Interest rate contracts

XS Swaps - - - - 10,994,794 10,994,794
- - - 292,271 118,245,464 118,537,735

UENRGHAREBRADTENE FIRR The above transactions are undertaken by the Group and the Company in

HEMGET SETANERSBERENR the foreign exchange, interest rate and equity markets. The notional amounts

TR S WA E-. of these instruments indicate the volume of transactions outstanding and

do not represent amounts at risk.
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33. EEBERMER &) 33.

() *EERAAFLAEEEBERNEABNEE (c)
BAREERBRMESIHNT -SSR
CEFHEZENTE UTHESSHE:

OFF-BALANCE SHEET EXPOSURES (cont'd)

The replacement costs and credit risk weighted amounts of the above off-
balance sheet exposures of the Group and the Company are as follows.
These amounts do not take into account the effects of bilateral netting
arrangements and accordingly these amounts are shown on a gross basis:

AEE
The Group
ot ok - 3 —EZT—F
2002 2001
EERE FERE
EERE MEEEE BERAK InEE %8
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
BETR BETR BT T BT T
HK$'000 HK$°000 HK$'000 HK$'000
RBEABERAE Contingent liabilities
and commitments FiEH N/A 1,332,425 FEA NA 1,246,090
EXEH Exchange rate contracts 135,779 118,904 231,642 261,706
FEEH Interest rate contracts 601,457 171,752 256,673 63,909
BRHEH Equity contracts 104 792 3,661 2,002
737,340 1,623,873 491,976 1,573,707
AAF
The Company
—ET-E —EE-F
2002 2001
EE RS FERBE
EERAE MHEEE BERA ES%E
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
BETT BETT BT T BT T
HK$’000 HK$'000 HK$'000 HK$’000
NE B ERAE Contingent liabilities
and commitments EH N/A - TEA N/A 1,246,090
EXEH Exchange rate contracts - - 231,642 261,706
FEEH Interest rate contracts - - 258,136 64,201
- - 489,778 1,571,997

EERARKEEEMAEMENFEAERER
MEHRAE RTAERFRZHFNTZE-

Replacement cost represents the cost of replacing all contracts which have
a positive value when marked to market and which have not been subject
to any bilateral netting arrangement.
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33. BERRRMER & 33. OFF-BALANCE SHEET EXPOSURES (cont'd)
(c) #) (c) (cont’d)
FERBMESHERERRBEB(RITEMR Credit risk-weighted amount refers to the amount as computed in
B) BRAEART B ENMRIMAENSRE accordance with the Third Schedule to the Hong Kong Banking Ordinance
BURREH 5 — 7 B I AR R & B A9 15050 on capital adequacy and depend on the status of the counterparty and the
REEBERAENRBMEHI%ZE100% T maturity characteristics. The risk weights used range from 0% to 100% for
L mMER FMEREMITETAEESHAIBR0% contingent liabilities and commitments, and from 0% to 50% for exchange
E50% & rate, interest rate and other derivatives contracts.
(d) EXHRE (d) Capital commitments
R+ A=+—HARESHXREDERRRA Capital commitments for acquisition of premises and equipments
REBEEENBAYNERBRENERRENT: outstanding at 31 December not provided for in the financial statements
were as follows:
FEH AAT
The Group The Company
g o o 3 —EE-F - ok e 3 —EE-F
2002 2001 2002 2001
BETR BT T BETT BT T
HK$’000 HK$'000 HK$'000 HK$'000
ERERN Authorised and contracted for 9,983 8,960 - 8,960
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33. BEBBERIMER &
(e) FAE AR

R-ZBE-_HF+_A=+—0 RETTHER
REHERRESHBREESHERENT:

33.
(e)

OFF-BALANCE SHEET EXPOSURES (cont'd)

Lease commitments

At 31 December 2002, the total future minimum lease payments under
non-cancellable operating leases are payable as follows:

AEH AAT
The Group The Company
—EETC-E —ET—F —¥T-E —EE-F
2002 2001 2002 2001
BETR BT T BETRT BT T
HK$’000 HK$'000 HK$'000 HK$'000
g Premises
1F£ R Within one year 45,095 38,287 - 35,241
15E Z 54 After one year but within
five years 37,668 35,027 - 38,755
5% After five years 4,388 - - 288
87,151 73,314 - 74,284
RiE Equipment
1R Within one year 2,248 727 - 727
15 ZE 55 After one year but within
five years 2,923 1,168 - 1,168
5,171 1,895 - 1,895

FEERAARBBLEHENSNARZE
MERRE-ERDERRBNRDEELH -
REMENF ARFEGRRETEERE
H-HE-—REBFRS X URRTEES
LEHEEHFSRIEHRE

tofE

The Group and the Company lease a number of properties and items of
equipment under operating leases. The leases typically run for an initial
period of two to four years, with an option to renew when all terms are
renegotiated. Lease payments are usually adjusted annually to reflect market
rentals. None of the leases includes contingent rentals.
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34. ARGEEEBZRSETEE BB

34. RECONCILIATION OF PROFIT FROM ORDINARY

i F ¥ AR R ACTIVITIES BEFORE TAXATION TO CASH USED IN
OPERATING ACTIVITIES
i ok et 3 —ZTE-F
2002 2001
(ER)
(Restated)
BETR BT T
HK$’000 HK$'000
IEE BB AR A Profit from ordinary activities before taxation 637,479 685,719
RIBIRERE Charge for bad and doubtful debts 539,802 340,961
FEAG B & D Ba ARUE 18 Share of profits less loss of associates (10,094) -
EREEQATRE Dividend received from associates — (7,207)
HEBFEEEERE Net loss on disposal of tangible fixed assets 4,000 765
REVMESELER Revaluation deficit on investment properties 35,033 =
HEMBARR Net profit on disposal of
& A B F Al subsidiaries and associates (33,303) -
HESEEZERH Net profit on disposal of
7 2 a A held-to-maturity securities (54,099) (515)
BEZEHESR Provision on held-to-maturity securities
BREESREEE and investment securities 8,390 3,337
IEAE % H 8 Amortisation of deferred expenses 47,815 30,336
BB ERF L Interest expenses on loan capital 280,745 89,216
[EE3: 5 Amortisation of goodwill 66,687 —
e Depreciation 109,760 65,696
EREREFFREWRA Dividend income from equity investment securities (18,722) (3,184)
EEEKRESRAFE Net cash inflow from trading activities 1,613,493 1,205,124
BITRHMSREEER Increase in placements with banks and other financial
(AR3E A REE) 1B institutions (repayable beyond three months) (31,795) =
BElES (AR3ME A REE) Decrease/(increase) in treasury bills
WA, (#En) (repayable beyond three months) 873,205 (688,242)
BSEE (Em) SR (Increase)/decrease in trade bills (70,196) 64,188
ERBRD Decrease in certificates of deposit 2,522,491 1,310,223
Hn 5 R EL Increase in other investments in securities (1,608,906) (407,973)
EEBIRL () Decrease/(increase) in advances to customers 1,331,522 (1,086,722)
RITRH MR Decrease in advances to banks and
A B TR D other financial institutions 58,317 485,295
ERAEREMEE (Increase)/decrease in interest receivable
(&) W and other assets (255,871) 104,731
BB Z 2 HE HEm Increase in held-to-maturity securities (5,124,498) (7,553,815)
RITREM S S (Decrease)/increase in deposits and balances
#17 CRD) /#Em of banks and other financial institutions (1,115,138) 2,761,244
BEFEFFHRD Decrease in deposits from customers (2,325,358) (4,110,484)
EAREREMEERD Decrease in interest payable and other liabilities (383,803) (412,400)
BTG Increase in certificates of deposit issued 508,001 1,840,322
ERTEEESHD Decrease in issued debt securities (373,371) (24,827)
ARKEEK RS Cash used in operating activities (4,381,907) (6,513,336)
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35. BA—MIBAT
(a) BAFEE

35. ACQUISITION OF A SUBSIDIARY

(@) Net assets acquired

—ET-F
2002
BT
HK$'000
ReREHES Cash and short-term funds 5,742,934
—ERAEEBHWRTR Placement with banks and other financial
Hitt & BEEFEM institutions maturing after one month 37,847

BESEERE S Trade bills less provisions 80,309
TR Certificates of deposit 605,402
HBESHRE Other investments in securities 157,725
BEFBRK H A BRI EE Advances to customers and other accounts less provisions 11,778,313
BEZINHBSRBRERS Held-to-maturity securities and investment securities 486,991
BEARRE Investments in associates 54,295
BREEEE Tangible fixed assets 736,755
RITREMESRMBBLET Deposit and balances of banks and other financial institutions (60,880)
EFTER Deposits from customers (15,346,636)
BRITFARE Certificates of deposit issued (990,607)
HAunBRE K X1 Other accounts and provisions (416,194)
Gk Goodwill 1,333,746

4,200,000
RER: Satisfied by:
HeREHES Cash and short-term funds 3,360,000
FRE Certificates of deposit 840,000

4,200,000
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35.
(b) BAMBASERMRERIREFHE

BA-RBAST @)

35. ACQUISITION OF A SUBSIDIARY (cont'd)

(b) Analysis of net inflow of cash and cash equivalents in

IHERNFRESH respect of the acquisition of a subsidiary
—ET-F
2002
BT
HK$'000
REBAE Cash consideration (3.360,000)
RERRIBITREAM Cash and balances with banks and other financial institutions
TRBBET 155,860
B HA % 45 HA A A1 17 =X Money at call and short notice 5,063,409
RITRE M & REEFR Placement with banks and other financial institutions repayable
(AR3E R AEE) within 3 months 19,642
RITREMESRMBBLET Deposits and balances of banks and other financial institutions (57,761)
BAKBAREHNERESR Net inflow of cash and cash equivalents in respect
REeZEBEEERAFE of the acquisition of a subsidiary 1,821,150
36. HEMBATE 36. DISPOSAL OF SUBSIDIARIES
(a) HEEFEE (a) Net assets disposed of
—TE_F
2002
BETT
HK$’000
REeEREHES Cash and short-term funds 314,567
HMESKRE Other investment in securities 41,173
BB H At AR IE R E Advances to customers and other accounts less provisions 104,798
BEZINBESRREES Held-to-maturity securities and investment securities 50,594
BENTRE Investment in associates 1,458
EREEEE Tangible fixed assets 7,508
HnRIE R & Other accounts and provisions (105,433)
DEBRRER Minority interests (203,186)
211,479
B EE Share premium (6,000)
HEZERERKEQRRRE Investment in associates after disposal of shareholdings (228,564)
HEM B QB FEEF Net profit on disposal of subsidiaries 33,493
10,408
RER: Satisfied by:
REREKRA Cash consideration received 10,408
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36. HEMBASE @)

(b) HEMBASERMRERIREFHE

36. DISPOSAL OF SUBSIDIARIES (cont'd)

(b) Analysis of net outflow of cash and cash equivalents

IEH R FEST in respect of the disposal of subsidiaries
—EE-HF
2002
BETT
HK$°000
REeRE Cash consideration 10,408

HeERABITREAM Cash and balances with banks and other financial institutions

SREBLET (23,181)
BNHR & 52 HA 3B A1 17 :K Money at call and short notice (291,386)
(304,159)

37. XEEMMERESH TN

37. ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

—FE-F —EER—F

2002 2001

Ik (B B (B

R 153 it 1) 135 1E)

Share capital Share capital

(including (including

share premium) share premium)

BEFT BET T

HK$000 HK$'000

MW1B18 At 1 January 4,021,724 4,020,403
BITREARESRA Cash inflow from issue of share capital 726,541 1,321
128318 At 31 December 4,748,265 4,021,724
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38. RERREFHEEB LB 38. ANALYSIS OF THE BALANCES OF CASH AND CASH
EQUIVALENTS
—ET_F —EE—F
2002 2001
BETRT BEET T
HK$’000 HK$'000
BeERARITR Cash and balances with banks and
Hih S mgEEsE other financial institutions 499,915 477,225
BN EA & 55 HA 18 A F X Money at call and short notice 5,058,548 5,296,503
RITREMSREBTR Placements with banks and other financial
(ZBR3ME A AEE) institutions repayable within three months 171,006 399,032
RITREMh SRS Deposit and balances of banks and
ERRER other financial institutions (118,757) (18,702)
5,610,712 6,154,058
39. (SR HKEHE 39. STAFF RETIREMENT SCHEME

AEBBRE-EAEHERAESHE (UTH
BORMETE]) Bl AEBEALHENMES
EXFE10%NERBAES R -ZRINGTE
=—ERHMEAES CATHEBRES]) &8
REtE REHEERAEENAEEBE
E-EEBAFHENHR - NREETES
2EENABERARE AEETSEESH
HENHRBERDRESNOHERE MESLE
BHRBA-—EELNEFNES FERZRIK
SRR EERIE-

BRTZERAKEN AEEE -2 RE =
A—HE w2E-_ERMRESRIKTE
ARARNESRHSEEE AEBERE
BESTARERUSERBFID OB

REER AEERELTEEENHEROE
BEE2,6008 T (ZTF —F 1 B#2,9008 )
(MizE4(0) °

The Group has a defined contribution provident fund scheme (the
‘Retirement Scheme’) under which it contributes 10% of the employees’
basic salaries. The Retirement Scheme is an MPF exempted scheme and
covers all permanent full-time employees of the Group. No employee
contributions are required. Contributions forfeited by leavers prior to vesting
fully in the contributions may not be used by the Group to reduce the existing
level of contribution but are transferred to a separate welfare fund which
shall be applied for the welfare of the Retirement Scheme’s members.

Besides the Retirement Scheme, the Group also participated in an approved
MPF scheme effective on 1 December 2000 to provide scheme choice to
both existing and new employees. Mandatory benefits are being provided
under the MPF Scheme.

During the year, the Group contributed approximately HK$26 million (2001:
HK$29 million) (note 4(c)) to these schemes.
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40. FEHEABER 40. EQUITY COMPENSATION BENEFITS
RAABEARE —ESRTHAEERES An Option Scheme is maintained by the Company, under which eligible
B AEESERNSRITHAS (BFF senior executives (including executive directors) of the Group were granted
HITEE)IERTERE UARBAATR share options for subscription of shares of the Company. The Option Scheme
BozEBEREFER-ANAEF=A=1H was adopted on 30 March 1995 and will be terminated on 29 March 2005.
HHEER YR —FTRAF=ZA_THABELK The exercise price of options was determined by the Board and was the
Lo-BRENTFERESSES YUARA higher of the nominal value of the shares and 80% of the average of the
NWEHENRORSZEFAHAREEXAE closing prices of the shares on the Stock Exchange for the five business days
BRI ENEHRTENS% M E R immediately preceding the date of the grant. The consideration for accepting
SHEAE - ETERENERABE —t- the options granted was HK$1.00 per grant. The maximum number of
RIEERET 2R FWERETZENRDE shares in respect of which options may be granted under the Option Scheme
A BRARD R TREITRANI10% ; B may not exceed 10% of the issued share capital of the Company from time
RBERET R TEEREMMIERBITHR to time, excluding any shares which have been duly allotted and issued
BRI -R—ZEE_F+_A=+—H B pursuant to the exercise of any option granted under the Option Scheme.
% #E R 258 19 AR 19 42 25 300,835,662 G AN As at 31 December 2002, the total number of ordinary shares available for
BB BITRA.9% - BRBREZRSE AR issue under the Option Scheme is 300,835,662 or 9.9% of the issued share
B-RERG- capital of the Company. Each option gives the holder the right to subscribe
for one share.
(a) BERRHEES (a) Movement in share options

—ETC-E —EE—F

2002 2001

BERRERE BRESE

Numbers Numbers

®1B18 As at 1 January 30,266,928 32,616,928
28T Granted 944,810 300,000
[REGEES Exercised (7,216,597) (650,000)
[EE 31 Lapsed (6,258,299) (2,000,000)
M12B31H As at 31 December 17,736,842 30,266,928
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40. BHREAWEHN @)
(b) RE&E BERIHARKRITENBRER

40. EQUITY COMPENSATION BENEFITS (cont'd)

(b) Terms of unexpired and unexercised share options at

b the balance sheet date
fERRERE
Number of options
outstanding
e = ol {TEHAE TEE k- L - 3 —EE-F
Date granted Exercisable period Exercise price 2002 2001
& (3T)
HK$

19953 A 30H 199593 A30H £2005%F3H29H 1.000 200,000 200,000
30 March 1995 30 March 1995 to 29 March 2005

19965 4R 108 1996F 48 11H £2005F3H29H 1.000 124,000 124,000
10 April 1996 11 April 1996 to 29 March 2005

19974 5H 8H 1997% 58 9H £2005F3H 29H 1.000 253,000 253,000
8 May 1997 9 May 1997 to 29 March 2005

19984 5H 6H 19984 5H 7H £2005%F3H29H 1.000 389,928 389,928
6 May 1998 7 May 1998 to 29 March 2005

19995 4R 16 B 1999 8 A6 H £2005%F3H 29H 1.620 450,000 1,200,000
16 April 1999 6 August 1999 to 29 March 2005

19995 8H 17H 1999 10H 31H £2005F3H29H 2.217 10,000,000 16,900,000
17 August 1999 31 October 1999 to 29 March 2005

2000 2H29H 2002 1A 18H £2002F 12H31H 1.970 - 2,000,000
29 February 2000 18 January 2002 to 31 December 2002

2000%3A 16H 2001438 16 H £2005%F3H 29H 1.828 700,000 1,000,000
16 March 2000 16 March 2001 to 29 March 2005

20003 A 28H 200093 B 31H £2005%F3H29H 1.758 1,700,000 1,700,000
28 March 2000 31 March 2000 to 29 March 2005

2000454 19H 2002 4H26H £2005%F3H29H 1.513 - 2,000,000
19 May 2000 26 April 2002 to 29 March 2005

2000 6A27H 200296 B 5H £2005%F3H29H 1.681 1,000,000 1,000,000
27 June 2000 5 June 2002 to 29 March 2005

2000 8A 10H 2001488 11H £2005%F3H29H 2.198 500,000 700,000
10 August 2000 11 August 2001 to 29 March 2005

20006 8H23H 2001 8H 24H £2005%F3H29H 2.213 200,000 200,000
23 August 2000 24 August 2001 to 29 March 2005
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40. BHREAWEHN @)
(b) RE&E BERIHARKRITENBRER

40. EQUITY COMPENSATION BENEFITS (cont'd)

(b) Terms of unexpired and unexercised share options at

™ (4#) the balance sheet date (cont'd)
fERRERE
Number of options
outstanding
e = ol {TEHAE TEE k- L - 3 —EE-F
Date granted Exercisable period Exercise price 2002 2001
& (3T)
HK$

2000%12H5H 2001€10A 22 H #2005 3 H29H 1.747 1,300,000 2,300,000
5 December 2000 22 October 2001 to 29 March 2005
2001%3H26H 200238 27H £20056F3 8 29H 1.758 300,000 300,000
26 March 2001 27 March 2002 to 29 March 2005
2002%2H28H 200242 B 28H £20053 8 29H 1.620 22,406 -
28 February 2002 28 February 2002 to 29 March 2005
200242 A 28H 200292 B 28H £2005% 38 29H 2.217 373,444 -
28 February 2002 28 February 2002 to 29 March 2005
2002%2H28H 20022 B 28H £200543 A 29H 1.758 74,688 -
28 February 2002 28 February 2002 to 29 March 2005
2002428 28H 20029 6B 5H £2005F3H29H 1.681 37,344 -
28 February 2002 5 June 2002 to 29 March 2005
200242 A 28H 200292 B 28H £2005% 38 29H 2.213 7,469 -
28 February 2002 28 February 2002 to 29 March 2005
2002%2H28H 20022 B 28H £20056 3 H29H 2.198 18,672 -
28 February 2002 28 February 2002 to 29 March 2005
20024 2H28H 200242 B 28H £200563 8 29H 1.747 48,547 -
28 February 2002 28 February 2002 to 29 March 2005
2002%2H28H 2002438 1H Z£2005% 38 29H 1.828 37,344 -
28 February 2002 1 March 2002 to 29 March 2005

17,736,842 30,266,928
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40. EHFERANEN @) 40. EQUITY COMPENSATION BENEFITS (cont'd)

(o) XEECEFHRREFS (c) Details of share options granted during the year
B ERE
Number of options
o] {TEHA TEE “ER —EEC_F —EE—F
Total
Exercisable period Exercise price Consideration 2002 2001
& (T A% (T)
HK$ HKS$
2002438 27H £2005%3 8 29A 1.824 1.000 = 300,000
27 March 2002 to 29 March 2005 (74200242 A 28H
FHEEAH1.7587T)
(adjusted

to HK$1.758 on
28 February 2002)

200242 B 28H £20056F 38 29H 1.620 = 44,813 =
28 February 2002 to 29 March 2005

2002% 2B 28H £2005% 38 29H 1.970 - 74,689 -
(RIHAE 22520025 12831H)
28 February 2002 to 29 March 2005
(the expiry date was adjusted to

31 December 2002)

200292 B 28H £2005% 38 29H 2.217 - 481,743 -
28 February 2002 to 29 March 2005

200292 B 28H £2005% 38 29H 1.758 - 74,688 -
28 February 2002 to 29 March 2005

2002 6 A5H £2005F3H29H 1.681 - 37,344 -
5 June 2002 to 29 March 2005

2002548 26H £ 200538 29H 1.513 - 74,688 -
26 April 2002 to 29 March 2005

200292 B 28H £2005%3H29H 2.213 - 7,469 -
28 February 2002 to 29 March 2005

200252 H28H £2005%F3H29H 2.198 - 26,141 -
28 February 2002 to 29 March 2005

2002£2 A 28H £200553H 29H 1.747 - 85,891 -
28 February 2002 to 29 March 2005

200238 1H £2005%3H29H 1.828 - 37,344 -
1 March 2002 to 29 March 2005

944,810 300,000
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40. BHREAWEHN @)
(d) XEERNSITEMRBRESE

40. EQUITY COMPENSATION BENEFITS (cont'd)

(d) Details of share options exercised during the year

TEHR
1TiE(E BikkkHhE [=41:3:00: 5] DN iR EHE
Market value
per share at Proceeds Number
TiEBHA Exercise date Exercise price exercise date received of options
&% (T) & (7T) B (T)
HK$ HK$ HK$

200243 H 18H 18 March 2002 1.620 2.450 81,000 50,000
2002%3H22H 22 March 2002 2.217 2.500 332,550 150,000
20023 H25H 25 March 2002 2.217 2.475 554,250 250,000
200243 H27H 27 March 2002 2.217 2.475 332,550 150,000
2002%3H28H 28 March 2002 2.217 2.475 443,400 200,000
2002 4H24H 24 April 2002 1.620 2.550 162,000 100,000
2002%5H3H 3 May 2002 1.513 2.750 1,569,501 1,037,344
2002 5H9H 9 May 2002 1.828 2.700 182,800 100,000
20029 5H22H 22 May 2002 1.513 2.575 1,569,501 1,037,344
200258 27H 27 May 2002 1.970 2.600 492,500 250,000
20029 5K 28H 28 May 2002 2.198 2.550 456,016 207,469
2002F6H17H 17 June 2002 1.970 2.475 492,500 250,000
200248 H 14H 14 August 2002 1.828 2.300 365,600 200,000
20029 9K 13H 13 September 2002 1.970 2.200 197,000 100,000
2002 9H 19H 19 September 2002 1.970 2.100 197,000 100,000
20024 9H 26 H 26 September 2002 1.970 2.000 197,000 100,000
2002% 108 18H 18 October 2002 1.970 2.075 197,000 100,000
2002 108 25H 25 October 2002 1.970 2.125 197,000 100,000
2002 108 25H 25 October 2002 1.620 2.125 324,000 200,000
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40. BHREAWEHN @)
d) XEERSTEMBIRESTE @)

40. EQUITY COMPENSATION BENEFITS (cont'd)

(d) Details of share options exercised during the year (cont'd)

TEHR
1TiE(E BikkkHhE [=41:3:00: 5] DN iR EHE
Market value

per share at Proceeds Number
TiEBHA Exercise date Exercise price exercise date received of options

&% (T) & (7T) B (T)

HK$ HK$ HK$
2002 108 29H 29 October 2002 1.747 2.050 174,700 100,000
200211818 1 November 2002 1.970 2.150 197,000 100,000
2002 11A7H 7 November 2002 1.970 2.100 197,000 100,000
2002 118 15H 15 November 2002 1.747 2.050 349,400 200,000
2002118 16H 16 November 2002 1.970 2.050 197,000 100,000
2002118218 21 November 2002 1.970 2.100 197,000 100,000
20024 11 8 28H 28 November 2002 1.970 2.250 197,000 100,000
2002 118 29H 29 November 2002 1.620 2.250 324,000 200,000
2002 118 29H 29 November 2002 1.747 2.250 436,750 250,000
2002412 H3H 3 December 2002 1.970 2.300 197,000 100,000
200212 H9H 9 December 2002 1.970 2.200 197,000 100,000
2002 128 13H 13 December 2002 1.970 2.225 197,000 100,000
2002128 13H 13 December 2002 1.620 2.225 360,299 222,407
2002128 13H 13 December 2002 1.747 2.225 851,389 487,344
2002 128 19H 19 December 2002 1.970 2.225 197,000 100,000
2002 12 A 23H 23 December 2002 1.970 2.175 98,500 50,000
2002% 128 30H 30 December 2002 1.970 2.200 245,637 124,689
12,956,843 7,216,597
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Notes on the Financial Statements

41. THASER 41. LOANS TO OFFICERS
KA BRBEEE (D ERH E161BIRIKEST Particulars of loans to officers of the Company disclosed pursuant to section
BAENEBRFEROT: 161B of the Hong Kong Companies Ordinance are as follows:
k- L 3 —EE-F
2002 2001
BB BT T
HK$'000 HK$'000
R12A31BMER Balances outstanding at 31 December
— RE—EWELE — By a subsidiary 11,609 14,880
rEERNESHEREE Maximum aggregate amount outstanding during the year
- RE—AEKBELQR — By a subsidiary 12,691 16,716
R-BZE_F+-A=+—H L\ MK There is no interest due but unpaid nor any provision made against these
BEFS TRBEABLE %Eﬁéiiﬁ—ﬁ*’ loans at 31 December 2002.
42. e EE 42. ASSETS PLEDGED AS SECURITY
—EE_F+A=+—H #BEBEB25ET On 31 December 2002, certificates of deposit amounting to HK$250 million
(ZZBZ—F BE252ER) NEREREE (2001: HK$252 million) and money at call and short notice amounting to
BB TR EHBNER (22T — HK$0.6 million (2001: HK$2 million) have been pledged to the Office of the
FEM2008T) CERTEEEREEE Comptroller of Currency in the USA as statutory deposits.
ERAREBNEEFR
43. LT 43. COMPARATIVE FIGURES

ELEMBEHRR (BEGERERNER) PHE
BERRDEFX -BEIESER | BMAHIKE
Ho o R0 AT A I R B A E D) SRR R ARIEET
S EREAETARRERERKIME
BIFAER-

- HUBBRMEI R FIEEFA
pal i

- ﬁﬁ*ﬁlﬁﬂPimﬁéﬁi‘?&ﬁ@iﬁﬁﬂﬁ
REDBFIMERE RERBMERET:
&

- REROREGSHEBERRERFE
REESRBAESLEEHRBNERT IR

ERBFEEFEAFERBERERMELY
EXe

The presentation and classification of items in the financial statements
(including consolidated cash flow statement) have been changed due to
the compliance with the revised guideline on ‘Financial Disclosure by Locally
Incorporated Authorized Institutions’ under the Supervisory Policy Manual
issued by the Hong Kong Monetary Authority and the adoption of the

requirements of revised SSAP 15 ‘Cash Flow Statements’. As a result:

additional analysis with comparative figures have been provided in
the notes on the financial statements;

- cash flow items from taxation, returns on investments and servicing
of finance have been classified into operating, investing and financing
activities respectively; and

- certain deposits and balances of banks and other financial institutions
have been excluded from the definition of cash and cash equivalents.

Comparative figures have been adjusted to conform with the current
year's presentation.

PFEEBESMERERA A | CITIC International Financial Holdings Limited

‘ 188



44,

45,

REAXERAS 44,
EERA AQATR-BE=—F+=-F=+-—

BHSAERARBEPEARLNE TR
NP EEREEREATC

BMBEREE 45.

ELYBBRREN -_ZEZ=F=At-HEE
SRR R M

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at
31 December 2002 to be China International Trust and Investment
Corporation, which is incorporated in the People’s Republic of China.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the
Board of Directors on 12 March 2003.
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