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NOTES ON THE ACCOUNTS
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1. PRINCIPAL ACTIVITIES \ TEEK

The Bank and its subsidiaries (the “Group”) are engaged in the provision of banking
and related financial services, and business, corporate and investor services.

. SIGNIFICANT ACCOUNTING POLICIES \ FTESHBE
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Statement of Compliance

These accounts have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (which includes all applicable Statements of Standard
Accounting Practice (“SSAP") and Interpretations) issued by the Hong Kong Society
of Accountants, accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance. In addition, these accounts
comply fully with the guideline on “Financial Disclosure by Locally Incorporated
Authorized Institutions” under the Supervisory Policy Manual issued by the Hong
Kong Monetary Authority. These accounts also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. A summary of the significant accounting policies adopted by
the Group is set out below.

Basis of Preparation of the Accounts

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

With effect from 26th May, 2003, East Asia Credit Company Limited (“EAC") and
East Asia Finance Company, Limited (“EAF”) have been merged with the Bank through
The Bank of East Asia, Limited (Merger of Subsidiaries) Ordinance, under which all
the assets and liabilities situated in Hong Kong and the rights and obligations of EAC
and EAF as expressly governed by Hong Kong law have been transferred to the Bank.
By virtue of this Ordinance, the accounts of the Bank for the year ended 31st December,
2003 were prepared as if the undertaking of EAC and EAF had vested in the Bank on
1st January, 2003.

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of certain land and buildings, and the marking to market
of certain investments in securities and off-balance sheet financial instruments as
explained in the accounting policies set out below.
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(ii)

Subsidiaries

The consolidated accounts include the accounts of the Bank and all its subsidiaries
made up to 31st December each year. A subsidiary, in accordance with the Hong
Kong Companies Ordinance, is a company in which the Group, directly or
indirectly, holds more than half of the issued share capital, or controls more than
half of the voting power, or controls the composition of the Board of Directors.
In the Bank’s balance sheet, an investment in a subsidiary is stated at cost less
any impairment losses (Note 2(k)).

All material intercompany transactions and balances are eliminated on
consolidation. The results of subsidiaries acquired or disposed of during the year
are included in the consolidated profit and loss account from or to the date of
their acquisition or disposal, as appropriate.

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

Associates

An associate is a company in which the Group or the Bank has significant influence,
but not control or joint control, over its management, including participation in
the financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated accounts
under the equity method and is initially recorded at cost and adjusted thereafter
for the post-acquisition change in the Group's share of the associate’s net assets,
goodwill arising on acquisition of the associate and impairment loss (Note 2(k)).

The consolidated profit and loss account reflects the Group’s share of the post-
acquisition results of the associates for the year, less any amortisation of goodwill
and impairment loss charged during the year in accordance with Notes 2(j) and
2(k). When the Group’s share of losses exceeds the carrying amount of the
associate, the carrying amount is reduced to nil and recognition of further losses
is discontinued except to the extent that the Group has incurred obligations in
respect of the associate.

The Bank accounts for the results of associates to the extent of dividends received.
Investments in associates are stated at cost less any impairment losses (Note
2(k)).
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Transactions in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the balance sheet date. The exchange differences are dealt
with in the profit and loss account.

The balance sheets of overseas branches, subsidiaries and associates are translated
into Hong Kong dollars at the rates of exchange ruling at the balance sheet date,
whereas the profit and loss accounts are translated at the average rate for the period.
The difference between the profit and loss account translated at an average rate and
at the closing rate is recorded as a movement in reserves. Exchange differences arising
from retranslation of opening net assets at the rates of exchange ruling at the balance
sheet date are accounted for in reserves.

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

Interest income and expense are recognised in the profit and loss account on a time-
apportioned basis on the principal outstanding and at the rate applicable, except in
the case of interest on doubtful debts (Note 2(f)iii)).

Fees and commission income is recognised in the profit and loss account when the
corresponding service is provided, 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 as income in the accounting period in which the
costs or risk incurred or accounted for as interest income.

Finance income implicit in finance lease is recognised as interest income over the
period of the lease so as to produce an approximately constant periodic rate of return
of 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
profit and loss account as an integral part of the aggregate net lease payments
receivables. Contingent rentals receivable are recognised as income in the accounting
period in which they are earned.

Dividend income from unlisted investments is recognised when the shareholder’s
right to receive payment is established. Dividend income from listed investments is
recognised when the share price of the investment goes ex-dividend.
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(ii)

(iii

Advances

Advances to customers, banks and other financial institutions are measured at
the cash consideration at the time of acquisition and are stated in the balance
sheet after deducting provisions for estimated losses at subsequent periods. Cash
rebates granted in relation to residential mortgage loans are capitalised and
amortised to the profit and loss account over the early prepayment penalty period.

Provision for bad and doubtful debts

Provisions are made against specific doubtful debts as and when they are
considered necessary by the Credit Committee with authority delegated by the
Board of Directors and in addition an amount has been set aside as a general
provision for advances. When there is no longer any realistic prospect of recovery,
the outstanding debt is written off.

General provision provides cover for loans which are impaired at the balance
sheet date but which will not be identified as such until some time in the future.
The Group maintains a general provision which is determined taking into account
the structure and risk characteristics of the Group’s loan portfolio and the expected
loss of the individual components of the loan portfolio based on the historical
loss experience. Historic level of latent risk are regularly reviewed to determine
that the level of general provisioning continues to be appropriate. Together with
specific provisions, general provisions are deducted from advances to customers
in the balance sheet.

Advances on which interest is being suspended

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

Repossession of assets

Assets acquired by repossession of collateral for realisation continue to be treated
as securities for loans and 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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(ii)

(iii
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Bank premises are stated in the balance sheet at cost or at Directors’ valuation,
by reference to an independent professional valuation, less accumulated
depreciation and accumulated impairment loss (Note 2(k)).

When a deficit arises on revaluation, it will be charged to the profit and loss
account, if and to the extent that it exceeds the amount held in the bank premises
revaluation reserve in respect of that same asset immediately prior to the
revaluation; and when a surplus arises on revaluation, it will be credited to the
profit and loss account, if and to the extent that a deficit on revaluation in respect
of that same asset had previously been charged to the profit and loss account.

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80 of SSAP 17 “Property, Plant and Equipment”
issued by the Hong Kong Society of Accountants, with the effect that bank
premises have not been revalued to fair value at the balance sheet date.

Investment properties are stated in the balance sheet at open market value, less
any accumulated depreciation. Investment properties are valued annually by
persons holding a recognised professional qualification in valuing properties and
at intervals of not more than three years by independent valuers.

Surpluses and deficits arising on revaluation of investment properties are
recognised on a portfolio basis. The net surplus is credited to the investment
property revaluation reserve. The net deficit is first set off against any investment
property revaluation reserve and any resulting debit balance is thereafter charged
to the profit and loss account. Where a deficit has previously been charged to
the profit and loss account and a revaluation surplus subsequently arises, this
surplus is credited to the profit and loss account to the extent of the deficit
previously charged.

Profit or loss on disposal of bank premises and investment properties is determined
as the difference between the sales proceeds and the carrying amount of the
asset and is recognised in the profit and loss account upon disposal. Surplus that
is included in the bank premises revaluation reserve of the related bank premises
disposed are transferred to the general reserve. Any revaluation surplus relating
to the disposal of investment properties are transferred from the investment
properties revaluation reserve to the general reserve.
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(i) Bank premises

Freehold land is not amortised. Leasehold land is amortised on a straight line
basis over the remaining term of the lease. Buildings are depreciated on a straight
line basis at rates calculated to write off the cost or valuation of each building
over its estimated useful life of 50 years or the remaining lease period of the land
on which it is situated, whichever is the shorter.

(i) Investment properties

No depreciation is provided on land where the residual lease is greater than 20
years. Buildings with either the remaining useful life or the remaining lease period
of the land on which they are situated being 20 years or less are depreciated on
a straight line basis at rates calculated to write off the cost or valuation of the
building over the shorter of the remaining estimated useful life of the building or
the remaining lease period of the land.

Other fixed assets

(iii

Other fixed assets are stated in the balance sheet at cost less accumulated
depreciation, which is calculated on a straight line basis to write off the assets
over their estimated useful lives from 4 to 20 years.

Investments in debt and equity securities, except those held either solely for the
purpose of recovering advances or as investments in subsidiaries or associates, are
accounted for as follows:

Investments in securities are classified as held-to-maturity debt securities, investment
securities and other investments in securities, and are recognised as assets from the
date on which the Group is bound by the contract which gives rise to them.

Transfer of a security between categories of investments is accounted for at fair
value. The profit or loss arising from transfers between categories of investments is
accounted for as if the investment had been sold and repurchased at the date of
transfer.

The profit or loss on disposal is accounted for in the period in which the disposal
occurs as the difference between the sales proceeds and the carrying amount of the
investments.

(i) Held-to-maturity debt securities

Held-to-maturity debt securities are investments in dated debt securities which
the Group has the expressed intention and ability to hold to maturity, and are
stated at amortised cost less any provisions in their value which reflects their
credit risk.

Provisions are made and recognised immediately as an expense when carrying
amounts are not expected to be fully recovered, but are written back to income
when the circumstances and events that led to the write-downs or write-offs
cease to exist and there is persuasive evidence that the new circumstances and
events will persist for the foreseeable future. The amount written back is limited
to the amount of the write-downs or write-offs.
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(i) Investment securities

Investment securities are securities which are intended to be held on a continuing
basis, and which are held for an identified long-term purpose documented at
the time of acquisition or change of purpose and are clearly identifiable for the
documented purpose.

Investment securities are included in the balance sheet at cost less any provisions
for diminution in value. Such provision is determined for each investment
individually. Provisions are recognised as an expense immediately and are written
back to income when the circumstances and events that led to the write-downs
or write-offs cease to exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable future. The amount
written back is limited to the amount of the write-downs or write-offs.

Other investments in securities

(iii

Other investments in securities are those securities which are not classified as
held-to-maturity debt securities nor as investment securities, and are stated at
fair value at the balance sheet date. Unrealised holding gains or losses arising on
revaluation of securities to fair value are dealt with in the profit and loss account.

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

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

Where an indication of impairment exists, the carrying amount of goodwill is assessed
and written down immediately to its recoverable amount. The impairment of goodwill
is recognised in the consolidated profit and loss account as an operating expense.

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

In respect of associates, goodwill is capitalised and amortised on a straight line basis
over its estimated useful life not exceeding 20 years. The cost of goodwill less any
accumulated amortisation and any impairment losses (Note 2(k)) is included in the
carrying amount of the investments in associates.
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At each balance sheet date, if internal and external sources of information indicate
that any property (other than investment properties), equipment, investments
(including those “Investments in subsidiaries and associates” (Note 2(c)) but other
than those accounted for as “Other investments in securities” under Note 2(i)) or
goodwill is impaired, the asset’s recoverable amount is estimated, and an impairment
loss is recognised in the profit and loss account whenever the carrying amount of an
asset exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and value in
use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments
of time value of money and the risks specific to the asset. Where an asset does not
generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

In respect of assets other than goodwill, an impairment loss is reversed if there has
been a favourable change in the estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed only if the loss was caused by a
specific external event of an exceptional nature that is not expected to recur, and the
increase in recoverable amount relates clearly to the reversal of the effect of that
specific event.

A reversal of impairment losses is limited to the asset’s carrying amount that would
have been determined had no impairment loss been recognised in prior years. Reversals
of impairment losses are credited to the profit and loss account in the year in which
the reversals are recognised.

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

The amounts due from lessees in respect of finance leases are recorded in the
balance sheet as advances to customers at the amounts of net investment which
represent the total rentals receivable under finance leases less unearned income.
Revenue arising from finance leases is recognised in accordance with the Group's
revenue recognition policies, as set out in Note 2(e).

(i) Assets held for use in operating leases

Where the Group leases out assets under operating leases, the leased assets are
included in the balance sheet according to their nature and, where applicable,
are depreciated in accordance with the Group’s depreciation policies, as set out
in Note 2(h). Impairment losses are accounted for in accordance with the
accounting policy as set out in Note 2(k).
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(iii) Operating lease charges

(iii

90
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Where the Group has the use of assets under operating leases, payments made
under the leases are charged to the profit and loss account in equal instalments
over the accounting periods covered by the lease term, except where an alternative
basis is more representative of the pattern of benefits to be derived from the
leased asset. Lease incentives received are recognised in the profit and loss account
as an integral part of the aggregate net lease payments made. Contingent rentals
are charged to the profit and loss account in the accounting period in which they
are incurred.

Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the profit and loss account except to the extent that
they relate to items recognised directly in equity, in which case they are recognised
in equity.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred
tax assets to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised, are recognised.

The limited exceptions to recognition of deferred tax assets and liabilities are
those temporary differences arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the timing of the reversal
and it is probable that the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is probable that they will reverse
in the future.

The amount of deferred tax recognised is measured based on the expected manner
of realisation or settlement of the carrying amount of the assets and liabilities,
using tax rates enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes probable that sufficient
taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are recognised
when the liability to pay the related dividends is recognised.

(iii)

(ii)

(iii)
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(iv) Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the Bank or the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the following additional
conditions are met:

— inthe case of current tax assets and liabilities, the Bank or the Group intends
either to settle on a net basis, or to realise the asset and settle the liability
simultaneously; or

— inthe case of deferred tax assets and liabilities, if they relate to income taxes
levied by the same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets and settle the current
tax liabilities on a net basis or realise and settle simultaneously.

Insurance reserves, except those attributable to long term business, represent the
proportion of retained premiums written in the year relating to the period of risk
from 1st January in the following year to the subsequent date of expiry of policies
which is carried forward as a provision for unearned premiums and calculated on a
daily basis.

The insurance reserve of long term business is ascertained by actuarial valuation.

Full provision is made for the estimated cost of claims notified but not settled at the
balance sheet date and for the estimated cost of claims incurred but not reported by
that date, after deducting the amounts due from reinsurers. Provision has also been
made for the estimated cost of servicing claims notified but not settled at the balance
sheet date and to meet expenses on claims incurred but not reported at the balance
sheet date.

These reserves and provisions are classified as other accounts and provisions.

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

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.
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NOTES ON THE ACCOUNTS (continued)
AR I8 fft & (&)

2. SIGNIFICANT ACCOUNTING POLICIES (continued) \ FESHEE®

(p) Employee Benefits

@

(ii)

(iii

92

Salaries, bonuses and leave benefits

Employee entitlements to salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary benefits are recognised
when they accrue to employees. An accrual is made for the estimated liability for
annual leave as a result of services rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave and maternity leave are recognised when
the absences occur.

Performance-related bonus plan

Liabilities for performance-related bonus plan, which are due wholly within twelve
months after the balance sheet date, are recognised when the Group has a
present constructive obligation as a result of services rendered by employees and
a reliable estimate of the obligation can be made.

Retirement benefits

Retirement benefits are provided to eligible staff of the Group. Hong Kong
employees enjoy retirement benefits under either the Mandatory Provident Fund
Exempted ORSO Scheme (“MPFEOS") or the Mandatory Provident Fund Scheme
(“MPFS"). Both are defined contribution schemes. The employer’s monthly
contribution to both schemes are at a maximum of 10% of each employee’s
monthly salary.

The pension schemes covering all the Group’s PRC and overseas employees are
defined contribution schemes at various funding rates, and are in accordance
with the local practices and regulations.

The cost of all these schemes is charged to the profit and loss account for the
period concerned and the assets of all these schemes are held separately from
those of the Group. Under the MPFEQS, the employer’s contribution is not reduced
by contribution forfeited by those employees who leave the scheme prior to
vesting fully in the contributions. Under the MPFS, the employer’s contribution is
reduced by contribution forfeited by those employees who leave the scheme
prior to vesting fully in the contributions.

Share options

Share options are granted to employees to acquire shares of the Bank. For option
schemes adopted before 2002, the option price was 95% of the average closing
price of the existing shares of the Bank for the last five business days immediately
preceding the date of offer. For option schemes adopted in and after 2002, the
option exercise price equals the fair value of the underlying shares at the date of
grant. At the date of offer or the date of grant, no employee benefit cost or
obligation is recognised. When the options are exercised, equity is increased by
the amount of the proceeds received.
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Off-balance sheet financial instruments, commonly referred to as derivatives, arise
from futures, forward, swap and option transactions undertaken by the Group and
the Bank in the foreign exchange, interest rate and equity markets. Netting is applied
where a legal right of set-off exists, which would survive the insolvency of all parties.
Mark-to-market assets and liabilities are presented gross, and are included in
" Advances and other accounts less provisions” and “Other accounts and provisions”
respectively. The method of accounting for these instruments is dependent upon
whether the transactions are undertaken for dealing purposes, to hedge risk, or as
part of the management of asset and liability portfolios.

(i) Derivatives used for dealing purposes

Transactions undertaken for dealing purposes are marked to market and the net
present value of the gain or loss arising is recognised in the profit and loss account
as dealing profits or losses. Unrealised gains on transactions are included in
“Advances and other accounts” in the balance sheet. Unrealised losses on
transactions are included in “Other accounts and provisions”.

(i) Derivatives used for asset and liability management purposes

Transactions designated as hedges are valued on an equivalent basis to the assets,
liabilities or net positions which they are hedging. Any profit or loss is recognised
on the same basis as that arising from the related assets, liabilities or positions.

To qualify as a hedge, a derivative must be effective in reducing the price or
interest rate risk of the asset or liability to which it is linked and be designated as
a hedge at inception of the derivative contract.

Interest rate swap transactions undertaken as part of the management of asset
and liability portfolios are separately identified and interest income or expense
arising therefrom is netted off against the related interest income or expense on
the on-balance sheet items which these transactions are hedging.

Any gain or loss arising on the termination of a qualifying hedging derivative is
deferred and amortised to earnings over the original life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated, the qualifying
derivative is immediately marked-to-market through the profit and loss account.
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A segment is a distinguishable component of the Group that is engaged either in
providing services (business segment), or in providing services within a particular
economic environment (geographical segment), which is subject to risks and rewards
that are different from those of other segments.

The Group has chosen business segment information as the primary reporting format
and geographical segment information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment and those that can be allocated on a reasonable basis to
that segment. Segment revenue, expenses, assets and liabilities are determined before
intra-group balances and intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group balances and
transactions are between Group enterprises within a single segment. The allocation
of revenue reflects the benefits of capital and other funding resources allocated to
the business or geographical segments by way of internal capital allocation and fund
transfer mechanisms. Inter-segment pricing is based on similar terms as those available
to other external parties.

Segment capital expenditure is the total cost incurred during the year to acquire
segment assets (both tangible and intangible) that are expected to be used for more
than one year.

For the purposes of these accounts, parties are considered to be related to the Group
if the Group has the ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and operating decisions, or
vice versa, or where the Group and the party are subject to common control or
common significant influence. Related parties may be individuals or other entities.

For the purposes of the cash flow statement, cash and cash equivalents comprise
balances with less than three months’ maturity from the date of acquisition including
cash, balances with banks and other financial institutions, treasury bills, other eligible
bills and certificates of deposit that are readily convertible into known amounts of
cash and which are subject to an insignificant risk of changes in value.
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

3. CHANGES IN ACCOUNTING POLICIES \ SEBEREE

In prior years, deferred tax liabilities were 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 were expected with
reasonable probability to crystallise in the foreseeable future. Deferred tax assets
were not recognised unless their realisation was assured beyond reasonable doubt.
With effect from 1st January, 2003, in order to comply with Statement of Standard
Accounting Practice 12 (revised) issued by the Hong Kong Society of Accountants,
the Group adopted a new policy for deferred tax as set out in Note 2(m). As a result
of the adoption of this accounting policy, the Group’s profit for the year has been
decreased by HK$23,762,000 (2002: HK$18,592,000) and the net assets as at the
year end have been decreased by HK$115,257,000 (2002: HK$88,520,000).

The new accounting policy has been adopted retrospectively, with the opening
balances of retained profits and reserves and the comparative information adjusted
for the amounts relating to prior periods as disclosed in the consolidated statement
of changes in equity.

. INTEREST INCOME \ F 2 U A

AT EEHIBAERAGTT RBBHHE X
BRIZS| A B EARZ - BRHERI R ARRA
BESIBMTIEER T - IRARAIREERS - BT
MBEETEAR  BRIFBRCEHETHR
ANER - BREHFEEBSTMASEMAN
CEFIEBERDE125% (EFT) - H20035F1 71
Bi#e - ANEBEFRA—EF ISR QM) AFTE
EEBCRFEBEERIE - RERMLIEE K
® - EEFERGHEE23,762,0007T
(20024 : #%18,592,0007T) @ MEKEESF
B3R5 #115,257,0007T (20024 : jB#
88,520,0007T) ©

WEH R EEET SRR - ARBTRRE
HHRREAR AN O RSB
FIRNG A MAERBE -

2003 2002
Restated E1}
HK$'000 &% Tt HK$'000 B#F it
Interest income on listed investments EEHFNFEMA 200,547 149,941
Interest income on unlisted investments I ETEFEFSHA 331,082 275,362
Other interest income HiF SUA 5,232,100 5,954,250
Total interest income M BUA Bz 5,763,729 6,379,553
. INTEREST EXPENSE ‘ FMEXZH
2003 2002
HK$'000 /&% T 7t HK$'000 &#Fic
Interest expense on customer deposits, BEPER - 17Kk

deposits of banks and other financial Hih @ R BH TR R
institutions and certificates of deposit issued BRITERENME X 1,827,231 2,388,517
Interest expense on Subordinated Notes BEZENFIEZ L 325,460 326,012
Interest expense on other borrowings HAERAFI ST 14,958 12,748
Total interest expense FB KA 2,167,649 2,727,277
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NOTES ON THE ACCOUNTS (continued)
BRIE M (&)

6. FEES AND COMMISSION INCOME \ REERASWA

Fees and commission income arises from the following services:

R B THIRRTS RO AR 2 RS A

2003 2002

HK$'000 % ¥ HK$'000 EFT

Corporate services 1 ERS 359,370 282,766
Loans, overdrafts and guarantees BX - B RER 240,330 230,307
Credit cards ERF 188,164 213,821
Other retail banking services Hith T ERITIR 129,911 110,304
Trade finance ZH5mME 101,375 106,332
Securities and asset management ERREEER 135,816 92,125
Others Hith 111,328 97,640
Total fees and commission income R ERASRALE 1,266,294 1,133,295

7. NET TRADING PROFITS | X 5 &RIF4A

2003 2002

HK$’000 ;&% Tt HK$'000 & T

Profit on dealing in foreign currencies SN B B A 135,623 105,212
Profit on other investments in securities HinEHRERF 307,944 84,217
Profit on other dealing activities Hith BB EEHT 29,512 6,431
Total net trading profits TR 5 N A EE 473,079 195,860

8. OTHER OPERATING INCOME | EAhAE& M A

2003 2002

HK$'000 &% T HK$'000 E# Tt

Dividend income from listed equities EmEHFRSBA 16,930 14,013
Dividend income from unlisted equities FETEHREWA 9,341 10,969
Rental from safe deposit boxes RpfEESMA 84,279 78,512
Net revenue from insurance activities [ EIETON 83,559 70,676
Rental income on properties VIEZEEALIUN 44,586 45,065
Others Hith 32,917 39,326
Total other operating income H WAL 271,612 258,561
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NOTES ON THE ACCOUNTS (continued)
BRIE M 5 (8B)

9. OPERATING EXPENSES \ g

2003 2002
Restated Z#
HK$'000 8% T 7t HK$'000 &%+t

Contributions to defined contribution plan TRHEADBESHER
Salaries and other staff costs FeRHEMETIRA
Total staff costs BIMAERE
Premises and equipment expenses TEERENDER

excluding depreciation: R

- Rental of premises —WERS

- Maintenance, repairs and others —RE - BEREM
Total premises and equipment expenses TEERENDER

excluding depreciation R LR
Depreciation on fixed assets (Note 26) BB ETE (Hak26)
Amortisation of goodwill (Note 25) s (fiE25)
Impairment of goodwill EER(E
Other operating expenses Hibe 2

— Communications, stationery and printing — i - XA RER

- Advertising, business promotions and —EE - EBHER

business trips [Eip3s

- Legal and professional fees —FEREEREER

- Card related expenses —BBRERRXE

- Stamp duty and PRC business taxes —EER R EARKAMBE S £

- Debt securities issue expenses —BIIBEEESFER

— Administration expenses of —WEEBH

secretarial business THRER

- Bank charges —RITKE

- Insurance expenses —RBE

- Membership fees —-8EE8RH

- Bank licence —RITHERE

- Donations —BR

- Audit fee it GiliES

- Others —HAth
Total other operating expenses Hihfe 2 KRR
Total operating expenses mE e

94,191 88,531
1,251,150 1,202,764
1,345,341 1,291,295

132,703 142,518
186,639 205,289
319,342 347,807
228,842 226,223
140,087 125,011
- 13,350
143,858 144,719
107,598 122,839
78,421 81,395
31,112 38315
24,858 30,625
10,598 16,279
7,237 27,839
5,844 5,210
5,550 2,869
4,943 5,521
4,770 5,772
3,881 2,008
3,803 4,509
59,455 51,008
491,928 538,908
2,525,540 2,542,594
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NOTES ON THE ACCOUNTS (continued)
BRIE M (&)

10. CHARGE FOR BAD AND DOUBTFUL DEBTS \ ERN AR H

2003 2002
HK$'000 &% F 7t HK$'000 BTt
Net charge for bad and doubtful debts BERRREERL LFE
Specific provisions R
- new provisions (Note 21(b)) — 5 (it i21(b) 878,346 1,085,668
— releases — [ (118,863) (92,109)
- recoveries (Note 21(b)) — = (k21 (b)) (188,733) (214,267)
570,750 779,292
General provisions — R
- new provisions —¥EE - 31,647
- releases —EE (22,989) 77777777 -
Net charge to profit and loss account RIBEIR S TR 498,670 810,939
11. PROFIT FOR THE YEAR BEFORE TAXATION ‘ FERRBADREF
Profit for the year before taxation is arrived at after (charging)/crediting: RERBATRFILEE GF0R)/ER -
2003 2002
HK$'000 &% Tt HK$'000 BT
Net loss on disposal of held-to-maturity HERZIBERES
debt securities FEE (12,049) (388)
Write-back of impairment loss on associates i YNGINERIEEP Nk 10,228 8,249

98

The loss on disposal of held-to-maturity debt securities resulted from the settlement
of a held-to-maturity debt security by the issuer upon maturity in 2003.

Share of profits less losses of associates included HK$348,000 (2002: HK$418,000)
amortisation of positive goodwill.
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

12. INCOME TAX \ gy

(a) Taxation in the Consolidated Profit and Loss Account Represents:

(@) HZREBIEIRABIARLE

2003 2002
Restated E1}
HK$'000 &% Tt HK$'000 B#F it
Current tax — provision for Hong Kong Profits Tax REBUIE —BERGHES
Tax for the year (Note 30(a)) AEERE (H:30() 62,839 62,805
Under/(over)-provision in respect of prior years DA FE BT R/ GBF) 197 (2,406)
63,036 60,399
Current tax — overseas REARE g5
Tax for the year REERIE 50,668 57,677
Over-provision in respect of prior years FFERERT (3,193) (9,775)
47,475 47,902
Deferred tax (Note 30(b)) IRFERIE (FT3E30(b))
Origination and reversal of temporary differences Tt ERESRER 293,790 159,352
Effect of increase in tax rate on deferred tax BRI INERIE R IE
balances at 1st January M A1 ERNF 2 7,897 -
301,687 159,352
Share of associates’ taxation FEIREE A RIBIE 21,203 9,360
433,401 277,013

In March 2003, the Hong Kong Government announced an increase in the Profits
Tax rate applicable to the Group’s operations in Hong Kong from 16% to 17.5%.
This increase is taken into account in the preparation of the Group’s 2003 accounts.
Accordingly, the provision for Hong Kong Profits Tax for 2003 is calculated at 17.5%
(2002: 16%) of the estimated assessable profits for the year. Taxation for overseas
subsidiaries is charged at the appropriate current rates of taxation ruling in the relevant
countries.

2003637 - EEBRMEMEANNERE
EBEBENNEHERHI16%IRESE17.5% ° It
BIEINE D A2003FEAEBREBERN o
It - BAFEHEGERUAFETEERRH
FILELR17.5% (200246 : 16%) 515 - EHNKT
BRARMB R IMNEEEEFERRORITHE
RTE -
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NOTES ON THE ACCOUNTS (continued)
BRIE M (&)

12. INCOME TAX (continued) \ FiE8 @

(b) Reconciliation Between Tax Expense and Accounting Profit at Applicable Tax (b) FiEX HESHEFRUBERZME 2 LR

Rates
2003 2002
HK$'000 &% F ¢ HK$'000 7% F 70
Profit before tax BB AR 2,374,308 1,572,870
Notional tax on profit before tax, AEBBERERTEHE
calculated at the rates applicable to profits FHERBIATER
in the tax jurisdictions concerned BENE 426,197 253,417
Tax effect of non-deductible expenses AR H R 2 88,207 72,280
Tax effect of non-taxable revenue FERTBANTIATZE (65,989) (30,737)
Tax effect of unused tax losses not recognised RERHORGEARBOHEYE 9,246 17,407
Tax effect of prior year's tax losses utilised EERBRAFE
this year EHEHIEYZ (7,509) (14,242)
Effect on opening deferred tax balances resulting BEERFEASHE
from an increase in tax rate during the year HIRTERIERERNTE 7,897 -
Over provision in prior years A FE R HBT (2,996) (12,181)
Tax benefits derived from leasing partnerships RE&BEENTUAN S (42,918) (32,117)
Others Hity 63 13,826
412,198 267,653
Share of associates’ taxation FE(EEEE R RITIE 21,203 9,360
Actual tax expense ERBIES S 433,401 277,013

13. PROFIT ATTRIBUTABLE TO SHAREHOLDERS \ IR R IEAE &= F

The consolidated profit attributable to shareholders includes a profit of
HK$1,750,006,000 (2002 restated: HK$1,079,482,000) which has been dealt with
in the accounts of the Bank.

IREEALLR A E T BB st ARTTIRIBRAG
F%#1,750,006,0007T (2002 F E 3R « B
1,079,482,0007T) °
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NOTES ON THE ACCOUNTS (continued)

BRITE BT 7E (48)

14. DIVIDENDS | 28
(a) Dividends Attributable to the Year (a) EBAFERE
2003 2002
HK$’'000 &% T HK$'000 %% Tt
Interim dividend declared and paid of BEIRRZH1,452,420,4408%
HK$0.23 per share on 1,452,420,440 shares FRB0.23TH P EIRE
(2002: HK$0.21 per share (20024 : 1,439,752,317%
on 1,439,752,317 shares) (Note 33(i)) FRBE0.217T) (FHEE33(3) 334,057 302,348
Final dividend paid in respect of the previous IRELEE BB RRITRR
financial year on shares issued under BB HATRIER G 2
the share option schemes subsequent BORGN LFE
to the balance sheet date and before the close FRB0.357TH
of the Register of Members of the Bank, RERE
of HK$0.35 (2002: HK$0.33) (20024 : HRk#EM0.337T) 1 148
Final dividend proposed after EHEERERRD
the balance sheet date of HK$0.62 per share REARRS.1,467,453,5250%
on 1,467,453,525 shares FB0.627T
(2002: HK$0.35 per share (20024 : 1,446,345,0708%
on 1,446,345,070 shares) FRBE0.357T) 909,821 506,221
1,243,889 808,717

The final dividend proposed after the balance sheet date has not been recognised as

a liability at the balance sheet date.

EHAERAROBIRCRIBR BB RN EE A #E
RRAE-

(b) Dividends Attributable to the Previous Financial Year, Approved and Paid (b) REERERZNEB LEERE
During the Year
2003 2002
HK$’'000 &% T HK$'000 %% Tt
Final dividend in respect of the previous financial year, R Bz R 141,446,345,0708%
approved and paid during the year, FRB0.35TH EFERRER S
of HK$0.35 per share on 1,446,345,070 shares (20024F:1,433,484,586f%
(2002: HK$0.33 per share on 1,433,484,586 shares) &% &#50.3371) 506,221 473,050
15. EARNINGS PER SHARE ‘ BRER
(a) Basic Earnings Per Share (a) BREARZEF
The calculation of basic earnings per share is based on earnings of HK$1,921,714,000 BREARRN TR ENE1,921,714,0007T
(2002 restated: HK$1,269,786,000) and on the weighted average of 1,453,702,043 (20025 B4k < #¥51,269,786,0007T) RFAE
(2002: 1,440,175,619) ordinary shares outstanding during the year. BITEBRMDBINETISE0,453,702,043%
(20024 : 1,440,175,6198%) 518 -
(b) Diluted Earnings Per Share (b) BREERF

The calculation of diluted earnings per share is based on earnings of
HK$1,922,793,000 (2002 restated: HK$1,274,182,000) and on 1,459,024,994 (2002:
1,451,175,354) ordinary shares, being the weighted average number of ordinary
shares outstanding during the year, adjusted for the effects of all dilutive potential
shares.

2003 FMEIREHERF TH IR BEF B
1,922,793,0007C (2002 FEHR : B
1,274,182,0007T) RBLFE BB EEHERE
I AR VR D FA RS I A T AR 1D MY I T
#1,459,024,9948% (20024F : 1,451,175,354
R EHE -
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NOTES ON THE ACCOUNTS (continued)
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15. EARNINGS PER SHARE (continued) \ BREFN @
(c) Reconciliations (o) %R
2003 2002
Number of shares Number of shares
RH#HE L€
Weighted average number of ordinary shares R EGRERRAN
used in calculating basic earnings per share LD INETFIE 1,453,702,043 1,440,175,619
Deemed issue of ordinary shares for BRBTEHER
no consideration BITHEBAR 5,322,951 10,999,735
Weighted average number of ordinary shares BEEEREERNN
used in calculating diluted earnings per share WA T2 1,459,024,994 1,451,175,354
(d) Cash Earnings Per Share (d) BRAEEEF

16.

The calculation of cash earnings per share is based on earnings of HK$2,061,801,000
(2002 restated: HK$1,408,147,000) adjusted for goodwill amortised and impaired
of HK$140,087,000 (2002 restated: HK$138,361,000) and on the weighted average
of 1,453,702,043 (2002: 1,440,175,619) ordinary shares outstanding during the
year. This supplementary information is considered a useful additional indication of
performance.

DIRECTORS’ REMUNERATION \ BEEME

BR S AF TR EF#%2,061,801,00070
(20024 &R : 7#5#1,408,147,0007T) @ K
N E R PR I ORI EE#140,087,0007T
(2002 &4k : #%138,361,0007T) %% * BRIA
BEITE @R8I 9E01,453,702,0430%
(20024F : 1,440,175,6190%) 5+ & - ILIBHI INE
RHER AR RN EBRENMITER

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

BEEEATEIDE 161 T ARSI
o

Fees ok

Salaries and other emoluments HekEMME
Performance-related bonuses R EETEA
Pension contributions BRSHR

Included in the directors’ remuneration were fees of HK$494,000 (2002: HK$521,000)
paid to the independent non-executive directors during the year.

Included in the above remuneration, share options were granted to Executive Directors
under the Bank’s Staff Share Option Schemes. The details of these benefits in kind
are disclosed under the paragraph “Information on Share Options” in the Report of
the Directors and Note 38.

2003 2002

HK$'000 &% F HK$'000 #&¥ Tt
1,349 1,435

13,000 15,043

12,622 12,622

1,200 1,200

28,171 30,300

EEWEFEEINTFEEBLIFRITESE
£ 7#494,0007T (20024 : jB%521,0007T) °

Lt e BEMNITERRBEANRITOHEE R
FHEIER TRAE - BRLEBYKENFTS
HREFEREEN REEER RRERE
38/ °

The remuneration of the Directors is within the following bands: EEMenemEaENT

2003 2002
Number of Directors  Number of Directors
EEAY EEIN

HK$ &8
0 - 1,000,000 13 14
4,500,001 - 5,000,000 2 -
5,000,001 - 5,500,000 2
17,000,001 - 17,500,000 -
18,500,001 - 19,000,000 - 1

1 OZ The Bank of East Asia, Limited Annual Report 2003



NOTES ON THE ACCOUNTS (continued)
BR E KT (&)

wmwrmnmmEMHOEB\s%%%%Emﬁé

The remuneration of the five top-paid employees, including Executive Directors,
disclosed pursuant to the Listing Rules of The Stock Exchange of Hong Kong Limited

RIB(EEB A

SFfEs ERADHIIRE © 5

HFMERERT RERITESNFHMON

18.

is as follows: o

2003 2002
HK$'000 &% Tt HK$'000 &#Fic
Salaries and other emoluments HeREMMS 16,275 19,742
Performance-related bonuses RIEEENTEAL 15,222 14,290
Share option R 3,381 -
Pension contributions BRSHK 1,502 1,650
36,380 35,682

The remuneration of the five top-paid employees is within the following bands: SEFMERENESNSEEENT
2003 2002
Number of Number of
Employees Employees
EEAH EEAH

HKS &

2,500,001 - 3,000,000 - 1
4,000,001 - 4,500,000 1 1
4,500,001 - 5,000,000 2 -
5,000,001 - 5,500,000 1 2
16,500,001 - 17,000,000 1 -
18,000,001 - 18,500,000 - 1

Included in the emoluments of the five top-paid employees were the emoluments of
3 (2002: 3) Directors. Their respective directors’ emoluments have been included in
Note 16 above.

SEGMENT REPORTING | 72 ZpiR%

S5EF B = K (& B P B IE31L (20024 : 301)
BE - FINEHHD 2ER L6 o

~

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

Business Segments
The Group comprises the following main business segments:

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

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

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

Corporate services include company secretarial services, share registration and business
services, and offshore corporate and trust services.

Other businesses include bancassurance, insurance business, and property-related
business.

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

AEEREEBRIBRE D PRED LEL -
H A SE 15 53 BRI ) & 7N 52 I A SR A 755 8 L A B
WK BULRALEB D BERAERRS

iz

(@) FBoH

ARBEEATEREHAHH -
EARTEBOEAITHIE - EATTHEE

TR - BEMEER

7 o

BEERRIERARE

CERITEBRRBLEFERREER BE
BE - BEER - DNEGEER  BHER
B3 ERERE - RElERTREEBREEE
FRBIRITIRT -

RERTEBREMEEE BRELLKE
- RUBLESEERGREEER -

CREBRBEFELARNWERY  BFECTREE

R - REEFEEREERS -
HADZER BIRRITIRER

RS o

CREREB R EMESR

AOENEBEE T ERRETFRERE - #)17
ik - U REMRES B AR FREXBDF

O IET I
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

18. SEGMENT REPORTING (continued) ‘ DEHE @

(@) Business Segments (continued) (a) D (17

2003
Personal  Corporate Investment  Corporate Inter-segment
Banking Banking Banking Services Others Unallocated elimination Consolidated
AHEZ
BARTT LERT RERT R A EiE REEH GAlE
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
BT EBTR BT BRI EBTR BT EBTR BT
The Group &8
Net interest income FHEMA 1932393 1,170,885 526,311 24 34,481 (68,514) - 3,596,080
Other operating income from RENREFHEL
external customers BEBA 393,717 254,897 566,319 358,375 147,970 78,389 - 1,800,167
Inter-segment income: BESPATLN - - - - - 136,566 (136,566) -
Total operating income mepaE 2326110 1425782 1,093,630 358,399 182,451 146,441 (136,566) 5,396,247
Operating profit/(loss) ABERNTE
before provisions ) (&18) 1,286,224 880,649 858,429 112,417 36,722 (303,794) - 2,810,707
Inter-segment transactions PHELRS 112,39 11,256 6,779 - - (130,429) - -
Charge for bad and doubtful debts ~ SERRAEX L (343519)  (112,574) (16,138) (9,.995) (15,944) (500) - (498,670)
Contribution from operations Eille 1,055,099 779,331 849,070 102,482 20,778 (434723) - 231,037
Write-back of impairment loss
for the year FENHERXDE - 1333 - - - 8,895 - 10,228
Impairment loss on bank premises  S3{TIERERR - - - - - (113,782) - (113,782)
Share of profits less losses
of associates MR TERRER (3.994) 26,007 1314 - 97,932 (8.661) - 112,598
Other income and expenses AftARS - 1917 (16,252) - 5,941 1,621 - (6,773)
Profit/(loss) before taxation AR (&) 1,051,105 808,588 834,132 102,482 124,651 (546,650) - 2374308
Income tax &R - - - - - (433,401) - (433,401)
Minority interests DERRER - - - (18,992) (150) (51) - (19,193)
Profit/loss) attributable to
shareholders RREER) (i) 1,051,105 808,588 834,132 83,490 124,501 (980,102) - 1921714
Depreciation for the year FERNE (84,255) (40,938) (16,340) (6,468) (7,593) (73,248) - (228,842)
Amortisation of goodwill HEEH (31425)  (25214)  (45638)  (36870) (940) - - (140,087)
Segment assets AHEE 48,173,407 56,294,715 82,861,682 1,169,400 1,241,602 90,214 - 189,831,020
Investments in associates BEATRE 31,926 342,601 53,840 - 304,705 3412 - 736,484
Unallocated assets AOFEE - - - - - 1,908,614 - 1,908,614
Total assets BEEE 48,205333 56,637,316 82915522 1,169,400 1,546,307 8,002,240 - 198,476,118
Segment liabiliies AHEE 110,392,305 45,031,831 13,440,069 62,760 131,119 - - 169,664,744
Unallocated liabilities AOERE - - - - - 4424705 - 4824705
Total liabilities BEGHE 110,392,305 45,031,831 13,440,069 62,760 731,719 4,424,705 - 174,089,449
Capital expenditure incurred
during the year ERREARR 44,118 53,07 79,940 25,483 5,329 15732 - 223,673
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NOTES ON THE ACCOUNTS (continued)

ARIEM R (8)

e WA "am WA

2002 Restated B3
Personal ~ Corporate  Investment  Corporate Inter-segment
Banking Banking Banking Services Others  Unallocated ~ elimination ~ Consolidated
AR
EARS 12 3ich) RERS &R Efh AAE RPHEH FaEE
HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
EETT BT EETT BETT BT BETT BT BETT
The Group £8
Net interest income FHSHA 2,143,026 1,130,792 419,643 17 21,268 (62,470) - 3652276
Other operating income from REAREPHAL
external customers BN 454,868 222,439 290,054 282,309 87,173 06,577 - 1,404,020
Inter-segment income: ABELRHRA 17,052 56,782 172 - - 142,263 (216,269) -
Total operating income gep s 2,614,946 1,410,013 709,869 282,326 109,041 146,370 (216,269) 5,056,296
Operating profit/{loss) AR ERNEE
before provisions 2 (B8 1,377,032 866,019 407,708 97,033 (22873)  @n217) - 2513702
Inter-segment transactions ABELZH 180,185 (48,427) 6,794 - - (138552) - -
(Charge for)Awrite back of bad
and doubtful debts BRRRR (i) /e (640,238)  (139,583) 10,029 (2,246) (10,092) (28,809) - (810,939)
Contribution from operations el 916,979 678,009 424,531 94,787 (32,965)  (378,578) - 1,702,763
Write-back off(increase in) FENRERRER
impairment loss for the year /(81 - 7312 566 - 4,354 (3,983) = 8,249
Share of profits less losses
of associates EIEBERDRNAEE 514 41,039 1,886 - (10,725) (58) - 32,656
Other income and expenses AR - 474 (46,609) - (2,083)  (122,580) - (170,798)
Profit/(loss) before taxation BHanER) (&) 917,493 726,334 380,374 94,787 (41,419)  (505,199) - 1572810
Income tax FiEH - - - - - @277,013) = 277.013)
Minority interests SYRRER - - - (26,112) - 4 - (26,071)
Profitfoss) attributable to
shareholders REREEET (B8 917,493 726,334 380,374 68,675 @a9)  (782,171) - 1,269,786
Depreciation for the year FEANE (90,633) (37,703) (14,024) (5,464) (7878) (70521) = (226,223)
Amortisation of goodwill AERH (36,823) (27,353) (38,110) (21,785) (940) - - (125,011)
Impairment of goodwill AEHE - - - - (13,350) - - (13,350)
Segment assets HHEE 52,728,649 55928804  66,925,8% 549,984 1,096,412 85,859 - 177,315,604
Investments in associates BENAR 36,171 319,590 53,963 - 226,8% 2,881 - 639,500
Unallocated assets FAEEE - - - - - 7459207 - 7459207
Total assets EEER 52,764,820  56,2483% 66,979,859 540984 1323307 7547947 - 185,414,311
Segment liabilities AHEE 100,511,305 41,150,584 16,123,840 33,184 453,663 - - 158272576
Unallocated liabilities APEEE = = = = - 4034281 - 4034281
Total liabilities BfEE 100,511,305 41,150,584 16,123,840 33,184 453663 4,034,281 - 162,306,857
Capital expenditure incurred
during the year EFNERRR 47,187 54372 55443 8,604 4,554 10,788 - 180,948
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

18. SEGMENT REPORTING (continued) \ D EEHE @

(b) Geographical Segments (b) HBEHH
The information concerning geographical analysis has been classified by the location BHRH I EHRREMBRRNEREBMAEN
of the principal operations of the subsidiaries, or in the case of the Bank itself, of the B ARARITME - MIRAEREFEIREEAR
location of the branches of the Bank responsible for reporting the results or booking ZATTHIBE T IARIS o
the assets.
2003
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
B2 PEARENE At EHER it AREZRSEH GaRE
HK$'000;8% T  HKS'000E¥Fx  HKS'000#%TFx  HKS'000E%FTxm  HKS'000%EMTx  HK$'000E%Tr
The Group &8
Total operating income EE Nt 4,582,445 439,362 180,084 485,688 (291,332) 5,396,247
Profit before taxation BHANERN 2,028,663 157,833 74,525 113,287 - 2,374,308
Total assets EEER 171,220,488 19,224,326 14,070,718 29,237,812 (35,277,226) 198,476,118
Total liabilities REER 151,169,264 19,173,706 13,876,847 22,078,299 (32,208,667) 174,089,449
Contingent liabilities and
commitments ARBERALE 28,431,671 2,239,141 2,280,989 1,738,291 - 34,696,098
Capital expenditure
during the year FENERRY 154,168 47,843 843 20,819 - 223,673
2002 Restated £
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
B PEARHEAE HfEMER e ABEIRHES FalR
HKS000E%FRE  HKSOOOEBTR  HKSO0ORMTL  HKSQ0OEMTE  HKSO00EMTE  HKS000E%TR
The Group &8
Total operating income me a5 4,168,813 405,719 155,632 430,241 (104,109) 5,056,29
Profit before taxation BHANERN 1,110,985 194,505 98,008 169,372 - 1,572,810
Total assets EEER 162,179,294 14,358,236 13,677,966 30,422,935 (35,224,120) 185,414,311
Total liabilities REER 143,230,434 14,316,709 13,499,047 23,397,1% (32,136,529) 162,306,857
Contingent liabilities and
commitments ARBERALE 29,839,713 2,923,232 1,454,676 1,610,640 - 35,828,261
Capital expenditure
during the year FENERRY 134,825 29,521 3,393 13,209 - 180,948
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NOTES ON THE ACCOUNTS (continued)
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19. CASH AND SHORT-TERM FUNDS \ ReREHES

The Group &8 The Bank 17
2003 2002 2003 2002
HK$'000 EB%Fxt  HK$'000 A¥Fxr HKS'000 BT HK$'000 AT
Cash and balances with banks Re RIERITREM
and other financial institutions SRBENET 2,695,618 1,963,261 2,560,012 1,871,725
Money at call and short notice BAREHTER 29,843,667 29,492,745 29,625,898 29,213,888
Treasury bills (Note 29) Bl &S (Ff329) 3,494,225 3,481,634 3,321,527 3,435,537
36,033,510 34,937,640 35,507,437 34,521,150
An analysis of treasury bills
held is as follows: BEEBEEHFAMIT :
- Unlisted, held-to-maturity, — EHEEE
at amortised cost (GRENEE: SiE) 233,593 160,094 60,895 113,997
— Unlisted, other investments —FEmRER
in securities, at fair value (DFE) 3,260,632 3,321,540 3,260,632 3,321,540
3,494,225 3,481,634 3,321,527 3,435,537
All treasury bills are issued by central governments and central banks. P BB E I A RBUN R REFITHIT
20. INVESTMENTS IN SECURITIES \ BERE
(a) Certificates of Deposit Held — Unlisted (Note 29) (a) HEMFRFE—F L (FiEE29)
The Group &8 The Bank 17
2003 2002 2003 2002
HK$'000 B%Fxt HK$'000 A¥Fmr HKS'000 B¥Fx HK$'000 BEFT
Non-trading, at fair value IR ZAE (ATE) 1,418,361 905,925 1,418,361 825,876
Held-to-maturity, at amortised cost 2 X4 (RER#EE) 1,598,195 1,464,826 1,140,958 1,124,396
3,016,556 2,370,751 2,559,319 1,950,272
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NOTES ON THE ACCOUNTS (continued)
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20. INVESTMENTS IN SECURITIES (continued) ‘ HERE @

(b) EfEHRE
The Group &8 The Bank 27
2003 2002 2003 2002
HK$'000 B%Fx  HK$'000 B¥Fr HKS'000 E%Fx HK$'000 AT

(b) Other Investments in Securities

1 08 The Bank of East Asia,

Limited Annual Report 2003

Listed i
- in Hong Kong —EFB LW
equity securities RinE S 455,821 328,722 432,351 306,059
debt securities EBES - 13,137 - -
- outside Hong Kong —ERBUIMER L
equity securities R1AEH 286,491 73,341 271,897 63,286
debt securities BEHES 4,016,859 4,427,727 3,641,903 4,068,353
4,759,171 4,842,927 4,346,151 4,437,698
Unlisted L
— equity securities -RihEH 48,392 44,379 38,090 37,353
— debt securities —ERES 5,343,772 8,367,858 5,103,735 8,273,514
5,392,164 8,412,237 5,141,825 8,310,867
10,151,335 13,255,164 9,487,976 12,748,565
Equity securities RinE S 790,704 446,442 742,338 406,698
Debt securities (Note 29) EBES (:129) 9,360,631 12,808,722 8,745,638 12,341,867
10,151,335 13,255,164 9,487,976 12,748,565
Market value of listed securities tHEFTE
— equity securities RiAES 742,312 402,063 704,248 369,345
— debt securities —ERES 4,016,859 4,440,864 3,641,903 4,068,353
4,759,171 4,842,927 4,346,151 4,437,698
Issued by: RTINS
- Central governments and
central banks — R REFRR R BT 741,084 2,599,939 387,022 2,582,946
- Public sector entities —REE 1,929,256 2,432,280 1,929,096 2,155,318
- Banks and other financial
institutions —ROIRASRIEE 3,705,219 4,251,676 3,453,149 4,118,007
- Corporate entities - 3,717,394 3,937,941 3,681,191 3,868,941
- Others —Hfh 58,382 33,328 37,518 23,353
10,151,335 13,255,164 9,487,976 12,748,565




NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

(c) Held-to-maturity Debt Securities (Note 29)

(0 FEINHMERKES (IEE29)

e WA "am WA

The Group &8 The Bank 17
2003 2002 2003 2002
HK$'000 B%Fxt HK$'000 A¥Fmr HKS'000 B¥Fx HK$'000 BEFT
Listed i
- in Hong Kong —ERELM 162,957 43,104 131,865 -
- outside Hong Kong —ERBUIMR L 2,179,303 1,956,937 2,046,496 1,837,971
2,342,260 2,000,041 2,178,361 1,837,971
Unlisted FET 9,366,965 1,125,645 8,912,519 753,756
11,709,225 3,125,686 11,090,880 2,591,727
Market value of listed securities tHEFTE 2,346,884 2,000,774 2,176,637 1,832,042
Issued by: RTINS
- Central governments and
central banks — R REFTRR REFAT 7,618,960 28,057 7,618,960 18,010
- Public sector entities —RERE 124,021 54,195 - -
- Banks and other financial
institutions —RITREM SRR 1,685,284 1,190,428 1,297,143 777,435
- Corporate entities —f% 2,280,960 1,853,006 2,174,777 1,796,282
11,709,225 3,125,686 11,090,880 2,591,727
(d) Investment Securities (d) B’EFES
The Group &8 The Bank 17
2003 2002 2003 2002
HK$'000 &% T  HK$'000 BT HKS$'000#%Fx HK$'000 ¥
Listed iy}
- in Hong Kong —ERBLT
equity securities RiAES 50 50 - -
- outside Hong Kong —EFBUINE
debt securities BEES 68,457 67,466 68,457 67,466
68,507 67,516 68,457 67,466
Unlisted JEEm
— equity securities -RihESH 151,935 163,098 112,322 124,605
- debt securities —EBES 22,655 22,814 18,003 18,142
174,590 185,912 130,325 142,747
243,097 253,428 198,782 210,213
Equity securities iR E S 151,985 163,148 112,322 124,605
Debt securities (Note 29) EEH (f1:129) 91,112 90,280 86,460 85,608
243,097 253,428 198,782 210,213
Market value of listed securities tHEFTE
- equity securities —’ihEH 50 50 - -
— debt securities —ERES 68,717 63,880 68,717 63,880
68,767 63,930 68,717 63,880
Issued by: BATHE
- Corporate entities —f¥ 161,341 166,495 135,787 138,013
- Others —Eft 81,756 86,933 62,995 72,200
243,097 253,428 198,782 210,213
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NOTES ON THE ACCOUNTS (continued)
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21. ADVANCES AND OTHER ACCOUNTS LESS PROVISIONS \ EHIREHEZER R EMEIRTE

(@) Advances to Customers and Other Accounts (a) BEFERREMIRE
The Group &8 The Bank 217
2003 2002 2003 2002
HK$'000 % T HK$'000 #%F  HKS'000 B%FL  HKS'000 BHFiT
Advances to customers (Note 29) P& (Mz29) 102,908,836 108,408,574 99,684,758 103,316,862
Advances to banks and other FAREMSRBEEN
financial institutions (Note 29) (CEL) 1,563,981 1,088,562 1,563,981 1,088,562
Accrued interest FEETFIS 1,137,979 1,065,314 1,111,846 1,039,081
Other accounts HihfRIR 4,408,949 3,021,728 4,871,757 3,822,769
110,019,745 113,584,178 107,232,342 109,267,274
Less: Provisions for bad and
doubtful debts B ERRRERER
- Specific — 5% 380,400 426,713 238,978 279,672
- General ——#& 1,259,551 1,333,257 1,209,630 1,222,872
108,379,794 111,824,208 105,783,734 107,764,730
(b) Provision Against Advances and Other Accounts for 2003 (b) 2003FEF Kk HAERIAMN%ER
The Group £8
Advances to customers and Suspended
other accounts Trade bills and others Total interest
EFERREMEER EEEBEREM k] LY &i)N
Specifict$% General—f& Specifict% General—f& Specific’% General—#
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BB BETT BB BETT
At 1st January R1A1R 426,713 1,333,257 - 1,268 426,713 1,334,525 559,576
New provisions charged to
profit and loss account RABRROINER
(Note 10) (FzE10) 878,092 63,830 254 1435 878,346 65,265 -
Provisions released back to
profit and loss account BEBRRNER (307,382)  (135917) (214) (1,428)  (307,596)  (137,345) -
Amounts written off ikt (824,582) (10,294) (254) - (824,836) (10,294) (171,621)
Recoveries (Note 10) e E1%8 (fizE10) 188,519 4,038 214 - 188,733 4,038 -
Interest suspended
during the year FRBRHE - - - - - - 201,591
Suspended interest recovered SR F| S U E - - - - - - (81,381)
Additions through acquisition & YEHTE A 7
of subsidiaries i E - 36 - - - 36 -
Other movements Hin#E) 15,836 (2,979) - - 15,836 (2,979) -
Exchange adjustments EXAE 3,204 7,580 - 7 3,204 7,587 725
At 31st December RM12A31H 380,400 1,259,551 - 1,282 380,400 1,260,833 508,890

1 1 O The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

The Bank 17
Advances to customers and Suspended
other accounts Trade bills and others Total interest
EFENREMIRE ERREREM okl BRAE

Specificki% General—#& Specifici% General—f& Specifici% General—f&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BYTR BYTR BT BT BT BT BYTR

At 1st January M1A1R 279,672 1,222,872 230,665 1,267 510,337 1,224,139 558,167
Additions through merger BERTRERRD
with EAC and EAF MBAGEEE 20,228 80,296 - - 20,228 80,296 1,175
New provisions charged to
profit and loss account EABRRNITER 832,605 52,442 254 1,436 832,859 53,878 -
Provisions released back to
profit and loss account BEBRRNER (291,047)  (132,996) (214) (1,427)  (291,261)  (134,423) -
Amounts written off Hisas (796,555) (9,662) (254) - (796,809) (9,662) (171,579)
Recoveries k] 182,723 1,533 214 - 182,937 1,533 -
Interest suspended
during the year FRBRHE - - - - - - 200,959
Suspended interest recovered  S/RF S U [E - - - - - - (81,110)
Other movements HitEE) 9,837 (8,625) - - 9,837 (8,625) -
Exchange adjustments EH A% 1,515 3,770 - 7 1,515 3,777 726
At 31st December R12A31H 238,978 1,209,630 230,665 1,283 469,643 1,210,913 508,338
Provision Against Advances and Other Accounts for 2002 2002F ER R H A IRIE A4
The Group £E
Advances to customers and Suspended
other accounts Trade bills and others Total interest
RPEFRREMEE BHRBEREM o BRHE

Specifick  General—#  Specificif#  General—f&  Specificfi#k  General—f&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ki ki BETT BETT BETT BETT Vit

At 1st January M1A1E 601,150 1,320,087 - 3,149 601,150 1,323,236 566,646
New provisions charged to
profit and loss account EABRRNITER

(Note 10) (FzE10) 1,082,952 70,381 2,716 1,990 1,085,668 72,371 -
Provisions released back to

profit and loss account BEBRRNER (304,524) (37,182) (1,852) (3,542)  (306,376) (40,724) -
Amounts written off ikt (1,196,148) (3,571) (2,716) - (1,198,864) (3,571) (144,986)
Recoveries (Note 10) eI (FHE10) 212,415 722 1,852 = 214,267 722 -
Interest suspended

during the year FRBRHE = - - - - - 203,424
Suspended interest recovered  S/RF S U[E - - - - - - (68,267)
Other movements HitEE) 28,901 (23,536) - (419) 28,901 (23,955) -
Exchange adjustments B A% 1,967 6,356 - 90 1,967 6,446 2,759
At 31st December M12A318 426,713 1,333,257 = 1,268 426,713 1,334,525 559,576

R RERITAMR AR 2003 F F R 1 1 1
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

21. ADVANCES AND OTHER ACCOUNTS LESS PROVISIONS (continued) \ CHIREE 2 ER R EMERE @)

(b) Provision Against Advances and Other Accounts for 2002 (continued) (b) 2002F &R HAbBRIBAIZESE (B)
The Bank 17
Advances to customers and Suspended
other accounts Trade bills and others Total interest
BEERREMEER BHEBREM Fae] BRAE

Specifick%  General—#&  Specifici5%  General—f&  Specifici%  General—#
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BETL BRI BETT BETT BETT BRI

At 1st January M1A1R 437,679 1,029,791 109,420 2,852 547,099 1,032,643 515,001
Addition through merger MEE—KR

with FPB AHHEE 48,412 180,489 = = 48,412 180,489 49,733
New provisions charged to AR

profit and loss account ER 1,022,599 62,970 122,640 1,990 1,145,239 64,960 -
Provisions released back to

profit and loss account BOBRRNER (290,837) (33,423) (1,894) (3,542)  (292,731) (36,965) -
Amounts written off Hisas (1,173,635) (1,155) (3,493) - (1,177,128) (1,155) (144,060)
Recoveries k] 205,598 531 1,852 = 207,450 531 -
Interest suspended

during the year FRBRHE = = = - - - 202,429
Suspended interest recovered  S/RF U [E - - - - - - (67,695)
Other movements Hih &5 27,923 (22,559) 2,140 (122) 30,063 (22,681) -
Exchange adjustments B A% 1,933 6,228 - 89 1,933 6,317 2,759
At 31st December M12A318 279,672 1,222,872 230,665 1,267 510,337 1,224,139 558,167
Suspended interest related only to advances to customers and other accounts. BRABERERFERREMRIESRE -

(c) Non-performing advances to customers () TEITEFER
Non-performing advances to customers are advances on which interest is being placed TREITEFERANERN BBAFNSBRRE X
in suspense or on which interest accrual has ceased. BEFIEREAFISHER -
The Group &8 The Bank 27
2003 2002 2003 2002

HKS$'000 ¥ T HK$'000 A%¥Fxr HKS'000 E#Fx HK$'000 #E#Fx

Gross non-performing advances

to customers TEOEPERAE 2,526,389 3,108,001 2,510,946 3,059,308
As percentage of total advances

to customers EEFPEREERAL 2.45% 2.87% 2.52% 2.96%
Specific provisions RHRER 219,528 279,713 219,528 259,486
Suspended interest BRFIS 508,890 559,576 508,338 558,167
There were no advances to banks and other financial institutions on which interest is 72003412 A31H K%20025F12 8318 &A%
being placed in suspense or on which interest accrual has ceased as at 31st December, EETRITREMES RSB RIED - WER
2003 and 31st December, 2002, nor were there any specific provisions made for BRAFEBBREESEFILEZAFENE
them on these two dates. o IMER A EE IR B IR -

1 1 2 The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

22. ADVANCES TO CUSTOMERS - NET INVESTMENT IN FINANCE LEASES \ EEEN-—mEHENFERERE

Advances to customers include net investment in equipment leased under finance BRFEHNBEARERERAELHRERE - 1R
leases. The total minimum lease payments receivable under finance leases and their BREHERWNSKEREMNTEE  RER
present values at the year end are as follows: BT :
The Group &8
2003 2002
Present value of Interest Present value of Interest
the minimum  income relating ~ Total minimum the minimum income relating Total minimum
lease payments  to future periods lease payments lease payments to future periods lease payments

SEEEAFEE  AEARNERA  BEREMTEE REREMERE  HERRNEMA  SERENTEE
HKS'000B% T HKS'000EMTT  HKS000EMTL  HKS'000AETT  HKS'000A%TIT  HKY000%EH T

Amounts receivable: JEWERS -
Within one year 1R 550,741 117,115 668,456 526,860 124,245 651,105
After one year but
within five years 1FINEESFR 1,034,853 297,111 1,332,630 1,022,785 306,163 1,328,948
After five years SENA 1,750,661 388,457 2,139,118 1,649,473 384,349 2,033,822
3,336,255 803,949 4,140,204 3,199,118 814,757 4,013,875
Less: Provisions forbadand i : R R
doubtful debts REER (7.453) (10,520)
Net investment in finance
leases HEMENFRER 3,328,802 3,188,598
The net investment in finance leases is carried on the balance sheet as a receivable. BMEHENFREBRGIERIGRABES
No accrual is made for the interest income relating to future periods. BR - BAERAARFBBHF LA -
The Bank 17
2003 2002
Present value of Interest Present value of Interest
the minimum  income relating  Total minimum the minimum income relating Total minimum
lease payments  to future periods lease payments lease payments  to future periods lease payments

SEHEAFEE  AEARNERA  BEREMTEE REREMFRE  HERRNEMA  SERENTEE
HKS'000B% T HKS'000BM T  HKS'000BMTI  HK$'000HETT  HKS'000AETT  HKS'000%B% T

Amounts receivable: JEUERR :
Within one year (] 550,741 17,115 668,456 149,811 51,693 201,504
After one year but

within five years 1FUAZESFR 1,034,853 297,177 1,332,630 350,435 146,860 497,295
After five years SELR 1,750,661 388,457 2,139,118 750,059 188,840 938,899

3,336,255 803,949 4,140,204 1,250,305 387,393 1,637,698
Less: Provisions for bad and B BER
doubtful debts REEE (7,453) (730)

Net investment in finance

leases BERERNTRER 3,328,802 1,249,575
The net investment in finance leases is carried on the balance sheet as a receivable. MERENFREBEREEUIRTAEESR
No accrual is made for the interest income relating to future periods. BX - BAER A RAAEBNFEWA -

RRITAR AT 2003 FEFEIH 1 13
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

23. INVESTMENTS IN SUBSIDIARIES \ MiB A RRE

The Bank 17
2003 2002
HK$'000 &% T HK$'000 % F 70

Unlisted shares, at cost Wk (RE) 1,980,975 2,046,273

Less: impairment loss DRI AI=E=ES (169,850) (169,850)
1,811,125 1,876,423

Acquisition of subsidiaries: g=)=PNGIE

The Group acquired 71.3% interest of Strath Corporate Services Limited on 10th MR20034 1 A108 @ AEBEESK

January, 2003 for a cost of HK$300,509,000. On 30th May, 2003, the Group increased 300,509,000 T Yt Strath Corporate Services

its shareholding in Tricor Holdings Limited by 4.3% for a cost of HK$39,139,000. Limited 71.3% < #& ° 7200355 H30H 7K

S E(EEB%39,139,000 T FETricor
Holdings Limited 4.3% 2 #2% °

The following list contains only the particulars of subsidiaries which principally affected NTHREABEHRKENES  BEXAE
the results, assets or liabilities of the Group. The class of shares held is ordinary unless BERTZENMBAT © BRIESBINHE - 1bF
otherwise stated. B0 B E A ©
Details of these companies are as follows: UL EMBRRMNFBOT
Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank  The Group Nature of business
ARERAT REH
NEER SE R St B ERTRARKA Frib R PRz EBHE
Bank of East Asia (Trustees) Hong Kong HK$#4#150,000,000t  100% Trustee
Limited B SRR
RIIRTT (S50 AR DA
BEA Pacific Asia Limited Hong Kong US$13,000,000% 7T 100% Investment holding
B REER
BEA Pacific Bank (Vanuatu) Vanuatu US$100,000% 7T 100% Holding of a single
Limited (Note 1) (Ht&E1) B RE outstanding deposit
FA—RIERER
Blue Cross (Asia-Pacific) Hong Kong HK$#4%#189,000,000t  100% Insurance
Insurance Limited BE R
E+F (EX) RBRBEBAR
East Asia Asset Management ~ Hong Kong HK$7%10,000,0007T 100% Asset management
Company Limited BB BEER
REEEEEERAT
East Asia Corporate Services BVI US$250,000% T 75.6% Corporate services
(BVI) Limited RBEZES PERB
East Asia Electronic Data PRC US$2,400,0003%=7t 100% Servicing
Processing (Guangzhou) s A RAFIE AR5

Limited (Note 2)
FEETEREE (BM)

BRAR (7E2)
East Asia Facility Management  Hong Kong HK$7% 10,0007 100% Facility management
Limited BB REEE
FEREEERRAT

1 1 4 The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
AR 18 B 5 (48)
Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank  The Group Nature of business
ARERT REH

NGRS SE R & S it B ERTRBRKRA FribfEss FribfEs EHHE

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

REREBEETA

East Asia Financial Services BVI US$19,820,000% 7T 100% Investment holding
(BVI) Ltd. KEREES REER

East Asia Futures Limited Hong Kong HK$%&#7,000,0007T 100% Options and

RuHERRAR B futures trading

HREMAEEE

East Asia Holding Company, US.A. US$5%7T 100% Bank holding company
Inc. EL RITEEAR AR

East Asia Indonesian Mauritius Us$2xt 100% Investment holding
Holdings Ltd. EEXRH REER

East Asia Investment Hong Kong HK$7%%100,000,0007t  100% Securities trading
Holdings Limited B BHEE

REREERBR AT

East Asia Investments BVI HK$##186,038,725;t  100% Investment holding
Holdings (BVI) Ltd. REEZHS &R

East Asia Properties Holding Hong Kong HK$ 7% 10,0007 100% Investment holding
Company Limited B REER

REYEERERAT

East Asia Properties Hong Kong HK$7%10,0007T 100% Property holding
Investment Company & MERH
Limited

REMEREARDA

East Asia Properties (US), US.A. US$5%7T 100% Property holding
Inc. Ee1 MERH

East Asia Property Agency Hong Kong HK$7&#51,000,0007T 100% Property agency
Company Limited & MR

FEMEREBRAA

East Asia Property Holdings Jersey STGE£9ZESE 100% Property holding
(Jersey) Limited EE MERB

East Asia Secretaries (BVI) BVI HK$7&#:300,000,0005T 75.6% Investment holding
Limited REBRERHS REER

East Asia Securities Company  Hong Kong HK$7#%25,000,0007T 100% Securities broking
Limited B BHFEE

REEFERAF

East Asia Strategic Holdings BVI US$50,000,000% 7t 100% Investment holding
Limited REBRERHS REER

115
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NOTES ON THE ACCOUNTS (continued)

ARIEM R (8)

23. INVESTMENTS IN SUBSIDIARIES (continued) ‘ MERARRE @

-

Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank  The Group Nature of business
ARERT AEH
DR BB FE B & S it B EBRTRARRKRAE Frit R FRriL RS E3 k]
Golden Wings International BVI US$10,000% T 100% Property investment
Ltd. REEZHS MERE
Leader One Limited BVI Us$1%T 100% Investment holding
REEZHS REER
Secretaries Limited Hong Kong HK$ &2 75.6% Business, corporate
WERXRBBRAT B and investor services
P - o RIRE &R
Strath Corporate Services Hong Kong HK$ &2 75.6% Business and
Limited BE corporate services
PG R 1 2 AR TS
Tengis Limited Hong Kong HK$7# 20T 75.6% Business, corporate
BEERARAR B and investor services
P - o RIRE &R
The Bank of East Asia (BVI) BVI US$1,000,000%7T 100% Banking services
Limited RBEZES HRITARES
RIIRTT (RBERELRES)
BRARF]
The Bank of East Asia Canada C$7n#38,000,0007T 100% Banking services
(Canada) mnEXR RITARTS
MERRERTT
The Bank of East Asia US.A. US$4,000,000%7T 100% Banking
(U.S.A) N.A. £S5 R1T
EBREBIRTT
Tricor Holdings Limited BVI US$7,001%7T 75.6% Investment holding
RBEZES REER
Tricor Services Limited Hong Kong HK$&#27T 75.6% Business, corporate
EEEEEBERAR B and investor services
A% - EERRERS
Notes: Hiat -
1. The company has changed its name to BEA Pacific (Vanuatu) Limited with effect from 22nd 1. ZARIMBBER2004F1 22 A F R ABEA
January, 2004. Pacific (Vanuatu) Limited °
2. Represents a wholly foreign owned enterprise. 2. BINEDRE -

3. BVIdenotes the British Virgin Islands and PRC denotes the People’s Republic of China.

1 1 6 The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

24, INVESTMENTS IN ASSOCIATES ‘ BENRRE

The Group &8 The Bank 17
2003 2002 2003 2002
HK$'000 % T HK$'000 B¥TFr HKS'000 BT HK$'000 BT
Unlisted shares, at cost JE LIRS (FR1E) - - 375,013 380,955
Share of net assets EIEFEE 760,267 673,163 - =
Goodwill unamortised RICHIHRRE 388 736 - -
760,655 673,899 375,013 380,955
Less: impairment loss B R(ERK (24,171) (34,399) (192,373) (192,373)
736,484 639,500 182,640 188,582

Loans to associates amounting to HK$213,837,000 (2002: HK$251,108,000) are

included under advances to customers.

The following list contains only the particulars of associates, all of which are unlisted

corporate entities, which principally affected the results or assets of the Group:

s N B E AL R213,837,0007T (20024 :
251,108,0007T) EBIEERFER °

UTRHER BRHAKENEERBEEREX
FENBMENT - WEBMERRYEILTA

ET °
% of
Place of % of ordinary shares preference
incorporation held by shares held by
Name of company and operation The Bank The Group The Group Nature of business
BER
ANIRT REE BER
RNE BB SE R & S it B FribREzs FriREzs AEE LR EBHE
Cementhai SCT Hong Kong 20% Trading
(Hong Kong) Limited BB 25
(formerly Cementhai
Trading (Hong Kong)
Limited)
AR (FH) ESARAR
DaimlerChrysler Services Hong Kong 20% Financing and
China Limited BE leasing services
HEIA R EAR AR HERUBIRS
DaimlerChrysler Services Republic of Korea 20% Financial services
Korea Limited [t AR
East Asia Heller Limited Hong Kong 50% Factoring
REREFERAT EE BEIR
East Asia MBK Limited BVI 50% 50% Investment holding
KBREES REER
Hainan International Finance PRC 35% General financial
Company Limited s A RAFE services
B BB AR LA —RE AR
ICEA Finance Holdings BVI 25% Investment holding
Limited REBEZES REER
TAREERIERBRAR
Platinum Holdings Company Cayman Islands 30% Investment holding

Limited

FMEHE

RRITAR AT 2003 FEFEIH
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

24. INVESTMENTS IN ASSOCIATES (continued) \ BRENTRIRE @

B -=

% of
Place of % of ordinary shares preference
incorporation held by shares held by
Name of company and operation The Bank The Group The Group Nature of business
EER
ANIRT REE BER
NGRS FE B & S it B Frib Rz Frib Rz B T RS FBME
PT. Bank Resona Perdania Indonesia 24.9% Banking & related
(formerly P.T. Bank e financial services
Daiwa Perdania) RITRBBELRRS
Sunfire Enterprises Limited BVI 20% Property development
RELEERAF RBEZES MEER
Transatlantic Trust Canada 20% Administration of trusts
Corporation mex ErtER
Trans-Ocean Insurance Hong Kong 48.7% Insurance
Company, Limited BE R
BEFRRERAF
Trilease International Hong Kong 20% Leasing
Limited BB HE

RHEERRERAR

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

25. GOODWILL \ B

The Group £E The Bank 1T

HK$'000 BTt HK$'000 BTt
Cost %N
At 1st January, 2003 #2003F1A1RH
— As previously reported — WOATEER 2,368,083 1,788,612
— Prior period adjustments
in respect of deferred tax —IRRETIAE £ AR AR 145,500 144,626
— As restated =k 2,513,583 1,933,238
Additions through acquisition of subsidiaries KIWENBARRISE 302,527 -
Exchange adjustments [ H A% (519) -
At 31st December, 2003 72003128318 2,815,591 1,933,238
Accumulated amortisation and
impairment losses R NORERK
At 1st January, 2003 #2003F1 /18
— As previously reported — IARTERR 280,701 228,242
— Prior period adjustments in respect of
deferred tax —IRIERIAE £ AR AR 51,449 51,381
— As restated — B 332,150 279,623
Amortisation for the year (Note 9) FENEH (H7E9) 140,087 96,661
Exchange adjustments T K 3H % (54) -
At 31st December, 2003 72003512 831H 472,183 376,284
Carrying amount at 31st December, 2003 72003512 A31 BREE 2,343,408 1,556,954
Carrying amount at 31st December, 2002
(Restated) M20024F12 A31 BEREE (EHR) 2,181,433 1,653,615
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Cost or valuation
At 1st January, 2003
Additions
Revaluation
Transfers
Disposals
Exchange adjustments

At 31st December, 2003

Accumulated depreciation
and amortisation
At 1st January, 2003
Charge for the year (Note 9)
Impairment loss
Written back on revaluation
Transfers
Written back on disposals
Exchange adjustments

At 31st December, 2003

Net book value at
31st December, 2003

Net book value at
31st December, 2002

The gross amounts of the
above assets are stated:
At cost
At Directors’ valuation
-1989
- 1991

At professional valuation
—-2003

FRASAGE
20031 A 1R
BE
B
Bk
HE
B 5 R

72003512 A31H

REHTE R
7200351 A1H
FEAH (H5E9)
IMERR
EhE R
H 5 R
BE 5 AR

72003512 A31H

IREFE
72003 12A31H

FREDFE
72002612 A31H

FEEMLEYIRAT
RAKA
REEME
— 19894
—19914
REEME
—20034F

319,300
25
12,775
15,100
(82,568)
3,647

268,279

10,673
981

(41)
826

(2,248)
1,249

11,440

256,839

308,627

38,229

230,050

268,279

3,958,888 1,547,148
2,043 221,605
(15,100) -
(4,812) (105,399)
210 10,157
3,941,229 1,673,511
362,913 1,044,693
56,259 171,602
235,795 -
(826) -
(2,421) (88,823)
7 7,682
651,727 1,135,154
3,289,502 538,357
3,595,975 502,455
2,551,429 1,673,511
1,228,224 -
161,576 -
3,941,229 1,673,511

5,825,336
223,673
12,775

(192,779)
14,014

5,883,019

1,418,279
228,842
235,795

(41)

(93,492)
8,938

1,798,321

4,084,698

4,407,057

4,263,169

1,228,224
161,576

230,050

5,883,019



Cost or valuation XA HE

At 1st January, 2003 72003F 1818 197,926 3,420,523 1,396,859 5,015,308
Additions through merger MERDIRER

with EAC and EAF REMBAGIRIEE - - 4,830 4,830
Additions HE 25 2,043 160,404 162,472
Revaluation =t 13,025 - - 13,025
Transfers AR 15,100 (15,100) - -
Disposals HE (82,568) (4,812) (95,542) (182,922)
Exchange adjustments M W R 182 872 4,895 5,949
At 31st December, 2003 720035 12A31H 143,690 3,403,526 1,471,446 5,018,662

Accumulated depreciation

and amortisation B Eiin

At 1st January, 2003 7200341 H1H 2,248 307,294 950,657 1,260,199

Additions through merger LERDRER

with EAC and EAF RO BA R E - - 3,530 3,530

Charge for the year FEAZH 366 49,019 144,189 193,574

Impairment loss PERIEEES - 44,522 - 44,522

Written back on revaluation EXClEAEE 41) - - (41)

Transfers BER 826 (826) - -

Written back on disposals S BRF o] 188 (2,248) (2,421) (79,288) (83,957)

Exchange adjustments b W R 37 190 3,801 4,028

At 31st December, 2003 M2003F12A31H 1,188 397,778 1,022,889 1,421,855
Net book value at AREFE

31st December, 2003 120034 12A31H 142,502 3,005,748 448,557 3,596,807
Net book value at BREDHE

31st December, 2002 720026128318 195,678 3,113,229 446,202 3,755,109

The gross amounts of the

above assets are stated: LM EEMBRESIRIAT ¢
At cost I 5,890 2,175,301 1,471,446 3,652,637
At Directors’ valuation REEME

- 1989 — 19894 - 1,228,225 - 1,228,225
At professional valuation REEKE

- 2003 —2003%F 137,800 - - 137,800

143,690 3,403,526 1,471,446 5,018,662



NOTES ON THE ACCOUNTS (continued)

ARIEM R (8)

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

e WA "am WA

T RIRE MR REFEBE:
The Group £8

2003 2002
Investment Investment
Properties Bank Premises Properties Bank Premises
REME ik REMSE Ge!ls
HK$'000 % Tt HKS$'000 #%Tx HK$'000 B¥Fr HK$'000 BETT
Freeholds KA ERE
Held outside Hong Kong EEBUIMEE 26,789 164,903 30,577 214,782
Leaseholds FfEH
Held in Hong Kong EEE
On long lease
(over 50 years) REAMA (50F A £) 195,850 2,341,220 200,500 2,549,014
On medium-term lease
(10 = 50 years) AR EAFE 49 (102 50%F) 34,200 311,736 77,550 333,196
On short lease
(below 10 years) REATRA (10FLAT) - 189 - 283
Held outside Hong Kong BB MR
On long lease
(over 50 years) REAMA (50F A £) - 178,367 - 163,976
On medium-term lease
(10 - 50 years) FRERTE 40 (102 504F) - 293,087 = 334,724
256,839 3,289,502 308,627 3,595,975
The Bank 17
2003 2002
Investment Investment
Properties Bank Premises Properties Bank Premises
REME ik REMSE Ge!ls
HK$'000 % Tt HKS$'000 % HK$'000 B¥Fr HK$'000 BETT
Freeholds KAFERE
Held outside Hong Kong EBEBUINGE 4,702 12,918 10,128 12,793
Leaseholds FfEH
Held in Hong Kong BB
On long lease
(over 50 years) REAMA) (505F A £) 103,600 2,211,183 108,000 2,269,716
On medium-term lease
(10 = 50 years) AR EAFE 49 (102=50%F) 34,200 311,736 77,550 333,196
On short lease
(below 10 years) AL (10FAT) - 189 - 283
Held outside Hong Kong EEBAIMEE
On long lease
(over 50 years) REATHA) (S0F A L) - 178,367 - 163,976
On medium-term lease
(10 = 50 years) AR EAFE 49 (102=50%F) - 291,355 - 333,265
142,502 3,005,748 195,678 3,113,229

R RERITAMR AR 2003 F F R
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The carrying amount of bank premises of the Group and the Bank would have been
HK$2,659,416,000 (2002 : HK$2,713,140,000) and HK$1,964,292,000 (2002 :
HK$2,011,804,000) respectively had they been stated at cost less accumulated
depreciation.

Investment properties in Hong Kong were valued at HK$230,050,000 by an
independent valuer, DTZ Debenham Tie Leung Limited, Chartered Surveyors who
have among their staff Fellows of the Hong Kong Institute of Surveyors, as at 21st
December, 2003 and the valuation has been incorporated in the accounts as at 31st
December, 2003. The valuation was performed on an open market value basis.

Investment properties outside Hong Kong were not valued as they are considered
immaterial to the Group. These properties are carried at cost.

The impairment loss of HK$235,795,000 in 2003 was related to certain bank premises
in Hong Kong intended to be vacant after the back offices are centralised to Millennium
City 5in 2005, and an overseas bank premise.

The Group leases out investment properties under operating leases. The leases typically
run for an initial period from 1 to 10 years, with an option to renew the leases after
that date at which time all terms are renegotiated. None of the leases includes
contingent rentals.

Rental income receivable from bank premises and investment properties held for use
under operating leases amounted to HK$44,586,000 in 2003 (2002 : HK$45,065,000).
There was no contingent rental recognised during the year 2003 (2002 : Nil).

The cost or valuation of bank premises and investment properties held for use under
operating leases and the related accumulated depreciation charge as at 31st December,
2003 were HK$720,459,000 (2002 : HK$745,100,000) and HK$66,906,000 (2002 :
HK$47,591,000) respectively.

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

e B R ERITAB AR Rt T & AR - 17
IR IREES D B B75%2,659,416,0007T
(20024 : B%2,713,140,0007T) R iE#
1,964,292,0007T (20024F : 7&#2,011,804,000
JT) °

20035 12A21H - BBNIREMERBE L
BR — BRI SR B AT - HEBAEFHA
EMEeg &R - HEA%E230,050,000
7T BRABEE M A2003412 8318 2FEHE
A o AERAFTERT -

RAEIMEEY L EBLETAK - FTAILRA
HEMHETIER

2003 F E AR R EEKERE235,795,0007T
RABE L LTI R B B)EPI AR 2005F B+
BIRR 2 W ESHIE T - ARE—BIMTIE R
@ o

SENEEHErAALREDE - HEFH
BEHIFR10F - FEBR A BENEEbiF
HARH - FrERNY T eESEAE -

RER - MEERERABEITIRIZEME
K FEW AR & A8 44,586,0007T (20024 :
#45,065,0007T) ° f£2003FE R A BIERE
e Qo02F - &) -

200312 A31 B A& EREDEATTIE
MIREMENRASEERABEND R ITESD
B AEH720,459,0007T (2002 4 : B
745,100,0007T) & ##66,906,0007T (2002
£F : B%47,591,0007T) °

AT AT RH AR S R E R BT RIRED
AR RREEBEAENREREAT

2002 2002

HK$'000 %+ HK$'000 B%F 7t

Within one year 1A 40,844 39,905 23,123 22,049
After one year but

within five years 1F A ESFA 61,573 62,536 32,381 26,679

After five years SR 8,328 6,808 2,043 1,930

110,745 109,249 57,547 50,658
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NOTES ON THE ACCOUNTS (continued)
BRIE M (&)

27. CONVERTIBLE BONDS ISSUED \ BRITURRES

The 2 per cent Convertible Bonds issued amounting to HK$119,621,000 M2003F7 A19BARTER A KB
(USD15,340,000) were redeemed at par on 19th July, 2003. Interest expense for the 119,621,0007T (15,340,00037T) 5 2.2 %K A]
year amounted to HK$1,307,000 (2002 : HK$5,352,000). HWRES - AFEF S L AEE1,307,0007T

(20024 : }##5,352,0007T) °

28. AMOUNTS DUE FROM AND DUE TO SUBSIDIARIES \ MEBABRRR KM E A TRKIE

During the year, the Bank entered into transactions with certain subsidiaries in the RER - NRITEFLHIBAREEFNES
ordinary course of its banking business. Details of the amounts due from and due to X5 o B AR RKRRKIE AR FKIEF 0
subsidiaries are as follows: e
(a) Amounts Due from Subsidiaries (a) MIBARXK
The Bank 47
2003 2002
HK$'000 8T HK$000 BT
Financial institutions DRI 502 956,025
Others HAth 1,371,199 1,205,07?: B
1,371,701 2,161,098
(b) Amounts Due to Subsidiaries (b) XHBABFIE

The Bank 17
2003 2002
HK$’000 ;&% Tt HK$'000 B#F it

Financial institutions A 5,077,157 6,749,249
Others HAh 5,619,563 4,730,845
10,696,720 11,480,094

REWRITAR AT 2003 F F 1 23
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

29. MATURITY PROFILE | HAFR 54T
Maturity Profile for 2003 2003F EHIR D47
The Group £E
1yearor  5yearsor
Repayable 3 months less but over less but After
on demand orless 3 months over1year 5 years Undated Total
AL 1L
BEER  3MEARLT 215 55 SELNE EEHAE Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BRI BETT BETT BETT BETT BRI
Assets BE
—Treasury bills (Note 19) —BlEEH (zE19) - 2,394,706 1,099,519 - - - 3,494,225
- Placements with banks and
other financial —ERTREAM
institutions SRMENTR - 15,265,942 5,809,579 - - - 21,075,521
— Certificates of deposit —HENERE
held (Note 20(a)) (fizE20(a)) - 1,049,763 1,082,553 753,563 130,677 - 3,016,556
— Advances to customers —RFEN
(Note 21(a)) (FzE21(a) 4,774,844 12,736,626 11,907,410 35,639,296 35,828,711 2,021,949 102,908,836
- Advances to banks and other —#RTREMbER
financial institutions BEER
(Note 21(a)) (fizE21(a) - 44,741 25,304 211,741 30,632 1,251,563 1,563,981
- Debt securities included in: ~ —EBEHELE :
- Held-to-maturity debt —F 25| ER
securities (Note 20(c)) F% (F1:20(0) - 251,229 845,891 9,922,112 689,993 - 11,709,225
- Investment securities -REES
(Note 20(d)) (fizE20(d)) - - - 68,457 4,000 18,655 91,112
~ Other investments in —HiEHRE
securities (Note 20(b)) (FizE20(b)) - 178,103 1,061,797 6,716,523 1,386,942 17,266 9,360,631
4,774,844 31,921,110 21,832,053 53,311,692 38,070,955 3,309,433 153,220,087
Liabilities B
- Deposits and balances of
banks and other financial ~ —$F{TREA SRR
institutions R R R 1,202,565 4,741,645 1,509,087 63,268 - - 1,516,565
- Deposits from customers R IalET 49,140,816 99,140,663 6,406,997 732,136 - - 155,420,612
- Demand deposits and —RHETR
current accounts ERERP 9,612,966 - - - - - | 9,612,966
~ Savings deposits —HEEN 37,552,766 629 - - - - | 37,553,395
- Time, call and
notice deposits ~EHRBAER 1,975,084 | 99,140,034 | 6,406,997 732,136 - - 108,254,251
- Certificates of deposit issued ~ —E #1777 5E - - 3,161,000 2,366,339 - - 5,527,339
50,343,381 103,882,308 11,077,084 3,161,743 - - 168,464,516

1 24 The Bank of East Asia, Limited Annual Report 2003



NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

The Bank 17
1yearor 5 yearsor

Repayable 3 months less but over less but After
on demand orless 3 months over1year 5 years Undated Total
3fEALL 1FUE
BEEER  3EARMUT 2E E5% SENLE EEHAH BE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BETR BETT BETT BETT BETT BETR

Assets A
— Treasury bills (Note 19) —BEREH (fi19) - 2,222,008 1,099,519 - - - 3,321,527
- Placements with banks and
other financial — TR
institutions SREBNTR - 15,192,146 5,809,579 - - - 21,001,725
- Certificates of deposit —HBNERE
held (Note 20(a)) (PEE20(a)) - 1,010,948 851,846 696,525 - - 2,559,319
— Advances to customers -BFER
(Note 21(a)) (PEE21(a)) 4,411,817 11,685,647 11,232,709 35,005,105 35,550,892 1,798,588 99,684,758
- Advances to banks and other —#E17REME e
finandial institutions BEEHR
(Note 21(a) (PEE21(a)) - 44,741 25,304 211,741 30,632 1,251,563 1,563,981
- Debt securities included in: ~ —EBEFBIE
~ Held-to-maturity debt — R Z 5| ERET
securities (Note 20(c)) F# (H320(0) - 157,474 624,867 9,780,313 528,226 - 11,090,880
- Investment securities -RERS
(Note 20(d)) (PEE20(d) - - - 68,457 4,000 14,003 86,460
~ Other investments in —EmEFRE
securities (Note 20(b)) (FEE20(b) - 178,103 1,011,409 6,398,237 1,157,889 - 8,745,638

4411817 30,491,067 20,655,233 52,160,378 37,271,639 3,064,154 148,054,288

Liabilities &
- Deposits and balances of
banks and other financial  —#B{TREMEEIEE

institutions R kR 1,202,296 4,727,439 1,499,111 - - - 1428846
- Deposits from customers -BPER 47,353,784 92,916,805 5,007,607 674,651 - - 145,952,847

- Demand deposits and —EHESR
current accounts ERERP 8,773,169 - - - - - | 8773,169
- Savings deposits —FEEN 37,032,940 629 - - - - | 37,033,569

- Time, call and

notice deposits —EHRBAES 1,547,675 | 92,916,176 5,007,607 674,651 - - 100,146,109
— Certificates of deposit issued —BEE{TFHE - - 3,161,000 2,366,339 2,200,000 - 1,727339
48,556,080 97,644,244 9,667,718 3,040,990 2,200,000 - 161,109,032
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

29. MATURITY PROFILE (continued) ‘ HARR 2 #T i@

Maturity Profile for 2002 2002F FEHIRR D47
The Group £
1 year or 5 years or
Repayable 3 months  less but over less but After
on demand or less 3 months  over 1 year 5 years Undated Total
AR L 1 E
EIEER 3fEAZUT Z1F 254 SENE  EEHRAH Fe

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

Assets BE
—Treasury bills (Note 19) —BEREH (fi19) - 3,357,453 124,181 - - - 3,481,634
- Placements with banks and
other financial ~ERTREM
institutions SRBBNTR - 10,281,796 1,388,856 - - - 11,670,652
— Certificates of deposit —HENERE
held (Note 20(a)) (PEE20(2)) - 984,112 741,861 609,440 35,338 - 2,370,751
— Advances to customers -EFER
(Note 21(a) (PEE21(a)) 5,132,933 12,215,605 11,119,301 38,567,348 39,420,916 1,952,471 108,408,574
- Advances to banks and other —$R{TRE A4 R
finandial institutions BEEHR
(Note 21(a) (PEE21(a)) - 45,239 32,886 96,734 118,698 795,005 1,088,562
- Debt securities included in: ~ —EBEFEIE
- Held-to-maturity debt — R Z 5| ERET
securities (Note 20(c)) F# (r#F20(0) - 120,228 965,237 1,762,435 266,526 11,260 3,125,686
~ Investment securities ~REEH
(Note 20(d)) (PEE20(d) - - - 67,466 - 22,814 90,280
— Other investments in —HiEHRE
securities (Note 20(b)) (PEE20(b) - 147,077 654,273 10,692,486 1,314,886 - 12,808,722
5,132,933 27,151,510 15,026,595 51,795,909 41,156,364 2,781,550 143,044,861
Liabilities &

- Deposits and balances of
banks and other financial — —#1TREf S REE

institutions NERREHR 306,208 4,255,199 1,171,983 21,447 - - 5,754,837
- Deposits from customers -RFER 36,895,482 97,869,207 6,622,800 274,400 - - 141,661,839

- Demand deposits and —RHETR
current accounts ARER 7,044,517 - - - - - || 7,044,517
— Savings deposits —RBER 27,747,379 13,372 8,053 312 - - || 27,769,116

- Time, call and

notice deposits ~EHRBEATR 2,103,586 || 97,855,835 6,614,747 274,088 - - /106,848,256
— Certificates of deposit issued  —EE{TFHE - - 7,502,440 2,655,317 - - 10,157,757
~ Convertible bonds issued —BETTARES - - 119,637 - - - 119,637
37,201,690 102,124,406 15,416,860 2,951,164 - - 157,694,120

1 2 6 The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
AR I8 fft 5F (88)
The Bank 17
1 year or 5 years or
Repayable 3 months  less but over less but After
on demand or less 3months  over 1 year 5 years Undated Total
EAME (3
BIEER 3EASUT Z1F E5% SEME  EHEAAE %
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT ot e BETT ot e BETT BETT
Assets BE
— Treasury bills (Note 19) —BEREH (fi19) - 3,357,453 78,084 - - - 3,435,537
- Placements with banks and
other financial — TR
institutions SREBNTR - 10,149,059 1,349,882 - - - 11,498,941
- Certificates of deposit —HBNERE
held (Note 20 (a)) (PEE20(a)) - 971,023 463,659 515,590 - - 1,950,272
— Advances to customers -BFER
(Note 21(a)) (PEE21(a)) 4,871,272 11,226,044 10,178,867 37,306,946 38,069,885 1,663,848 103,316,862
- Advances to banks and other —#E17REME e
finandial institutions BEEHR
(Note 21(a) (PEE21(a)) - 45,239 32,886 96,734 118,698 1,088,562
- Debt securities included in: ~ —EBEFBIE
~ Held-to-maturity debt — R Z 5| ERET
securities (Note 20(c)) F# (H320(0) - 27,293 778,214 1,596,381 178,579 2,591,727
- Investment securities -REZEH
(Note 20(d)) (PEE20(d) - - - 67,466 - 85,608
~ Other investments in -EEHERE
securities (Note 20(b)) (FEE20(b) - 131,405 550,042 10,402,887 1,257,533 12,341,867
4871272 25907516 13431,634 49,986,004 39,624,695 136,309,376
Liabilities &
- Deposits and balances of
banks and other financial ~ —$R/7 R H 4 R
institutions NER KR 305,905 4,244,054 1,147,479 - - 5,697,438
- Deposits from customers -RFER 36,051,243 89,557,841 5,701,995 127,854 - 131,438,933
- Demand deposits and —EHESR
current accounts ARER 6,660,762 - - - - 6,660,762
- Savings deposits —RBER 27,636,599 13,372 8,053 312 - 27,658,336
—Time, call and
notice deposits ~EHRBEATR 1,753,882 || 89,544,469 5,693,942 127,542 - 97,119,835
— Certificates of deposit issued  —BE{TFHE - - 7,502,440 2,655,317 2,200,000 12,357,757
— Convertible bonds issued —BETTRRESR - - 119,637 - - 119,637
36,357,148 93,801,895 14,471,551 2,783,171 2,200,000 - 149,613,765

ERTZARBRESNEIE A RARIBMEE27 A
BWIEHESRE ATTERNE -

The maturity of convertible bonds issued is based on expected Bondholders’ option
as mentioned in Note 27.
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NOTES ON THE ACCOUNTS (continued)
BRIE M (&)

30. INCOME TAX IN THE BALANCE SHEET \ EEEBERANFEHR

(a) Current Taxation in the Balance Sheet Represents: (a) BEEBBRAMNKBHIES:
The Group £8 The Bank 217
2003 2002 2003 2002
HK$'000 %t HK$'000 B¥Fr HKS$'000 B¥Tx HK$'000 BETT

Provision for Hong Kong Profits Tax ~ AFE&EAEFSH LM

for the year (Note 12(a)) (FiaE12()) 62,839 62,805 26,923 26,164
Provisional Profits Tax paid BREZFSEH (25,382) (23,778) (3,786) (3,592)
37,457 39,027 23,137 22,572
Balance of Profits Tax provision DEFERIGH
relating to prior years REER 57,009 37,622 54,150 33,370
Overseas taxation IR 50,178 46,886 45,388 41,084
144,644 123,535 122,675 97,026
(b) Deferred Tax Assets and Liabilities Recognised (b) EEFIBEEREERER
The components of deferred tax (assets)/liabilities recognised in the consolidated WRNREBERBRTELEHE (BE/AE
balance sheet and the movements during the year are as follows: AR D RFRZEEIT:
The Group £8
Depreciation Unrealised
allowances gains on FX
in excess of Leasing  Revaluation contracts/
related  partnership of unearned Tax
depreciation transactions  properties  Provisions discount losses Others Total
BREH HEAK
RN FERERA
Deferred tax arising from: ETHERE: £HE  ABHERS NEER R KRB it} Hff a8

HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000
E8TR BT E8TR BT BT 8T BT 8T

At st January, 2003 H2003F1A18

- As previously reported - IRER 28,648 436,636 - - - (14,526) - 450,758

~Prior period adjustments in ~ARETREEEY

respect of deferred tax EIfRTS 228,061 - 169,044 (164,620) 23972 (77,860) 3,974 182,571

- As restated -ER 256,709 436,636 169,044 (164,620) 239712 (92,386) 3,974 633,329
Write off against investment RENEE - (166,823) - - - - - (166,823)
Chargedi(credited) to consolidated A BAB AN (FA)

profit and loss account (Note 12(a)) (R 12(a)) 24,983 285,710 - (6.693) (23972) 23,846 (2187) 301,687
Charged to reserves (Note 33(c)) ~ faisH (#1#33(0) - - 15,302 - - - - 15,302
Exchange and other adjustments B R A% 167 - - (167) - 1,216 - 1,216
At 315t December, 2003 R2003F12A318 281,859 555,523 184,346 (171,480) - (67,324) 1,181 784,711

1 2 8 The Bank of East Asia, Limited Annual Report 2003
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

The Group £8
Depreciation Unrealised
allowances gains on FX
in excess of leasing  Revaluation contracts/
related  partnership of unearned Tax
depreciation  transactions  properties Provisions discount losses Others Total
BBER SHEEH
EMHE RERRA
Deferred tax arising from: ELHERA: “hE  ABHERS ESL) B REaumh it Hity &5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT EETT AETT AETT BETT AETT EETT AETT
At st January, 2002 #2006 1418
- As previously reported ~ AR 33223 329,106 - - - - - 362,329
~Prior period adjustments in -ARETHEELY
respect of deferred tax Il 232,990 = 175,141 (168,452) 18,267 (83,684) 3,09 177,352
- As restated -5 266,213 329,106 175,141 (168,452) 18,267 (83,684) 3,090 539,681
Additions through acquisition
of subsidiaries BYERBARMEE 400 - - - - - - 400
Write off against investment RENHE - (51314) - - - - - (51314)
Charged/(credited) to consolidated ~ £:& EXBEMHH (FA)
profit and loss account (Note 12(a))  (Hf3E 12(a) (9,904) 158,844 - 3832 5,705 9) 884 159,352
Credited to reserves (Note 33(c) & (d)) AR (Hi33(08() - - (6,097 - - - - (6,097)
Exchange and other adjustments ERREMHAE - - - - - (8,693) - (8,693)
At 315t December, 2002 20025127318 256,709 436,636 169,044 (164,620) 23972 (92,386) 3974 633,329
The Bank 17
Depreciation Unrealised
allowances gains on FX
in excess of Leasing  Revaluation contracts/
related  partnership of unearned Tax
depreciation transactions  properties  Provisions discount losses Others Total
ikl HERK
HENTE AEREA
Deferred tax arising from: BEHERR: SHE APEHERR NEER B RKRBSAA i Aty ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT EBTR BT BT EBTR BT EBTR BT
At st January, 2003 #2003 1418
- As previously reported - IRIER 20,152 436,636 - - - (4,928) - 451,860
~Prior period adjustments in -ARETHEELY
respect of deferred tax Il 205,939 - 169,044 (151,676) 24,253 (69.454) 3,974 182,080
- As restated -3% 26091 436636 169084  (151676) 24253 (74382) 3974 633940
Additions through acquisition
of subsidiaries BYERBARMEE 12,364 - - (12,848) - - - (484)
Write off against investment RENHE - (166,823) - - - - - (166,823)
Charged/(credited) to consolidated 54 ERER
profit and loss account =GN 25,683 285,710 - (6,790) (24,253) 19224 (607) 298,967
Charged to reserves (Note 33 (c)) ~ Eafaiiss (M3133(0) - - 15302 - - - - 15,302
Exchange and other adjustments ~ ERREAEE - - - - - 3 - 3
At 315t December, 2003 #2003 127318 264,138 555,523 184,346 (171,314) - (55,135) 3,367 780,925
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)
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30. INCOME TAX IN THE BALANCE SHEET (continued) \ EEEBERANNER @

(b) Deferred Tax Assets and Liabilities Recognised (continued)

(b) EELEFIREER B EER (&)

The Bank 847
Depreciation Unrealised
allowances gains on FX
in excess of Leasing  Revaluation contracts/
related  partnership of unearned Tax
depreciation ~transactions ~ properties  Provisions discount losses Others Total
BBEm HEAH
ENHE RERRA
Deferred tax arising from: EEFERA: £HE  ABHERS NEER B REERAH fig Hfty &5
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
ARSI EETT AETT EETT EETT AETT BETT AETT
At st January, 2002 H200251A18
- As previously reported ~WHIER 25424 304,939 - - - - - 330,363
~Prior period adjustments in ~ARETREEEY
respect of deferred tax AIERE 159,585 = 175,141 (126,09 ) 18,547 (76,426) 3,090 153,841
- As restated -5 185,009 304,939 175,141 (126,09 ) 18,547 (76,426) 3,090 484,204
Additions through acquisition
of subsidiaries BRENELRMEE 55,424 24,167 = (28,926) = - - 50,665
Write off against investment RENEE - (51,314) - - - - = (51,314)
Charged/(credited) to consolidated &4 ERER
profit and loss account =GN (14342) 158,844 - 3,346 5,706 2,044 884 156,482
Credited to reserves (Note 33(c) & (d)) 7 AR (i 33(0&(d) - - (6,097 - - - - (6,097)
Exchange and other adjustments ~ EX R EfEE - - - - - - - -
At 315t December, 2002 20025128318 226,091 436,636 169,044 (151,676) 24,253 (74,382) 3974 633,940
The Group &8 The Bank 27
2003 2002 2003 2002
Restated Z#R Restated Z#R
HK$'000 B%Fx  HK$'000 B¥Fr HKS'000 E%Fx HK$'000 AT
Net deferred tax assets recognised RREEARBRN
on the balance sheet ERHEEETRE (79,217) (77,029) (65,725) (69,453)
Net deferred tax liabilities recognised  #RREE R ERHD
on the balance sheet BRBIAREERE 863,928 710,358 846,650 703,393
784,711 633,329 780,925 633,940

(c) Deferred Tax Assets Not Recognised

The Group has not recognised deferred tax assets in respect of tax losses of
HK$68,978,000 (2002: HK$64,219,000). Under the current tax legislation, the expiry

dates of the tax losses were as follows:

() RHERELERBERE
£ B I AR RERT B A168,978,0007T (20024
75 #64,219,0007T) BELEFIEE E - IRIRE
RO - ZEBIBOIBHBELT:

2003 2002

HK$'000 &% F 7t HK$'000 & Tt

To be expired within 5 years RSEFREIER 15,520 14,208
No expiry date EFEHA 53,458 50,011
68,978 64,219

1 3 O The Bank of East Asia, Limited Annual Report 2003




NOTES ON THE ACCOUNTS (continued)
AR IE B 5E (&)

31. LOAN CAPITAL | fEE&EX
Loan capital of face value of HK$4,269,650,000 (US$550,000,000) and carrying RE(E#%4,269,650,0007T (550,000,0005
amount of HK$4,260,751,000 (US$548,854,000) represents 7.5% subordinated notes ) RERmEE%E4,260,751,0007T
qualifying as tier 2 capital which were issued on 30th January, 2001 by East Asia (548,854,0003% 7T) WA EEA » EIEHANIRTT
Financial Holding (BVI) Limited, a single purpose wholly owned finance subsidiary of BE—HHOE2EMEIE AT - East Asia Financial
the Bank. The Bank unconditionally and irrevocably guarantees all amounts payable Holding (BVI) Limited * 7200141 H30H %
under the notes which are listed on the Luxembourg Stock Exchange. The notes will 1 FR27.5%  WAER-BERNEESR
mature on 1st February, 2011. 1B o REBITEGEMG R T REMRELSEEE
REXR G ETNEBRNERER - LERE
HEER2011E2 1B EH -
32. SHARE CAPITAL ‘ [N
2003 2002
No. of shares Nominal value No. of shares Nominal value
RGEE [E}ED BRHEE [Ei=
000 ¥ HK$'000 ¥ ¥ 000 HK$'000 #E#F
Authorised: EERA
Ordinary shares of HK$2.50 each TR ERES2.50m 2,600,000 6,500,000 2,600,000 6,500,000
Issued and fully paid: BETRARKRA
At 1st January M1A18 1,446,345 3,615,863 1,433,485 3,583,711
Shares issued under Staff Share RIEE S AREHE)
Option Schemes BT 14,204 35,510 937 2,343
Shares issued in lieu of dividends BATRIRARRA S, 6,904 17,261 11,923 29,809
At 31st December M12A318 1,467,453 3,668,634 1,446,345 3,615,863

Pursuant to the approved Staff Share Option Schemes (the “Schemes”), options to
purchase ordinary shares in the Bank were granted to eligible Executive Directors and
employees. The option price of the Schemes granted prior to the year 2002 was
95% of the average closing price of the existing shares of the Bank on The Stock
Exchange of Hong Kong Limited on the five business days immediately preceding the
date of offer of such options. For the Schemes adopted in and after 2002, the exercise
price is determined at the date of grant being not less than the highest of: (a) the
closing price on the date of grant; (b) the average closing price for the five business
days immediately preceding the date of grant; and (c) the nominal value. The options
granted under the Schemes will be exercisable between the first and the fifth
anniversaries of the date of grant. At 31st December, 2003, the outstanding options
were:

Date of options granted Option price
REHER T HH REEE
21/4/1999 HK$%5%12.09

20/4/2000 HK$%5%16.46

19/4/2001 HK$%5%16.96

18/4/2002 HK$##15.80

02/5/2003 HK$##14.90

RIFEERRE - GERNNTEERES
BB ARITE L BARARD 20024 LARTEL
MR ET B 2 RIBE B T R B A5 ER
SERNRITEFEROEBBHE R ZAHTY
I fERI95% ° M20024F A& B AN Y 3R AR AT
2 RBRERREABETFETMEREF 2 &R
& QBETRIEAWNE : b)FTREER
AISER 5 BEFHWHE : ROEE © RIFL
TR GRRER R T HRTNE1AEE
BSEFHRMTTE - 7A2003F12A31 8 MAKTT
EERIAENT ¢

Number of shares

Rt 88

736,000
3,698,000
3,435,000
3,450,000

15,165,000
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

33. RESERVES \ fEiE

2003
The Group &8 The Bank 17  Associates B& A 7]
HK$'000 &% T 7t HK$'000 &% F 7 HK$'000 &% T 7t
(@) Share Premium (undistributable) @ BMDEERIRSE)
At 1st January K1A18 356,210 356,210 -
Net premium on shares issued under Staff B SRR EI T #ITH
Share Option Schemes BRADREFE 181,493 181,493 -
Shares issued in lieu of dividends PR B EFTHRRD (17,261) (17,261) -
Capital fee BRER (137) (137) -
As 31st December ®12A31R 520,305 520,305 -
(b) General Reserve (b) —MFEE
At 1st January W1A18 11,623,411 10,909,359 39,170
Transfer from retained profits BRBEEN 12,524 - 12,524
Shares issued in lieu of dividends PR B EFTHRRD 111,161 111,161 -
Additions through merger with EAC & EAF BERRBRER
ROMBAMAEE - 567,000 -
At 31st December ®12A31R 11,747,096 11,587,520 51,694
() Revaluation Reserve on Bank Premises © ITtEREE
(undistributable) (RAN&E)
At 1st January M1A1R
- As previously reported — AR 1,249,152 1,089,980 -
~ Prior period adjustments in respect —BREERIEEEN
of deferred tax RIENRE (169,043) (169,043) -
- As restated —ER 1,080,109 920,937 -
Recognition of net deferred tax liabilities BREETAREFE
(Note 30(b)) (HizE30(b) (15,302) (15,302) -
Impairment loss SRERK (122,013) (12,839) -
At 31st December ®12A31R 942,794 892,796 -
(d) Revaluation Reserve on Investment Properties o) REMEEEEE
(undistributable) (RA&E)
At 1st January and 31st December MA1BR12A31R - - -
(e) Statutory Reserves (undistributable) () ETHEE(RRE)
At 1st January and 31st December MA1BR12A31R 5,532 - 5,532
(f) Capital Reserve (undistributable) () ERGEEPTRE)
At 1st January and 31st December M1A1BR12A318 86,436 - -

(9) Exchange Revaluation Reserve (undistributable) — (g) B X EfbHE (TAKE)

At 1st January K1A18 (17,905) 11,555 (12,271)

Exchange adjustments 5 A% 42,844 8,347 7,818

At 31st December ®W12A318 24,939 19,902 (4,453)
(h) Other Revaluation Reserve (undistributable) (h HtbERGEE (FADKE)

At 1st January and 31st December MA1BR12A31R - - -
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NOTES ON THE ACCOUNTS (continued)

ARIEM R (8)

e WA "am WA

2003
The Group &8 The Bank 817  Associates B& A7)
HKS'000 #%F7%  HKS'000 B%F7  HKS'000 A% 7
(i)  Retained Profits ) BEEH
At 1st January ®1A1R
- As previously reported — AR 1,956,340 1,146,063 235,551
— Prior period adjustments in respect —BREETUAE £
of deferred tax AIER AR 80,523 80,207 -
— As restated —E# 2,036,863 1,226,270 235,551
Additions through merger with EAC and EAF BERRBREER
REMBAGREE - 16,219 -
Net profit for the year (Note 13) FEMHF FIE13) 1,921,714 1,750,006 91,395
Transfer to general reserve BA—REE (12,524) - (12,524)
Dividends (Note 14) AR (BitzE14)
- Interim dividend —hHRE (334,057) (334,057) -
— Final dividend in respect of previous year — FEEREBRE (506,232) (506,232) -
At 31st December ®12A31R 3,105,764 2,152,206 314,422
() Total Reserves () GREER 16,432,866 15,172,729 367,195
2002
The Group &2 The Bank 8847 Associates Bt= A 7]
HK$'000 B&F T HK$'000 B#&F T HK$'000 BEF T
(@) Share Premium (undistributable) @ BMEERIRSE)
At 1st January ®1A18 375,694 375,694 -
Net premium on shares issued under Staff EERRE B TETH
Share Option Schemes AR EFE 10,335 10,335 -
Shares issued in lieu of dividends PR B EFTHRRD (29,809) (29,809) -
Capital fee BAERH (10) (10) =
As 31st December ®12A318 356,210 356,210 -
(b) General Reserve (b) —MRi#E
At 1st January ®1A18 11,418,601 10,457,693 30,508
Transfer from retained profits BRBEEN 8,662 - 8,662
Shares issued in lieu of dividends PARRK B EITRIRR D 177,809 177,809 =
Realised surplus on disposals transferred BRESMHEENEER
from revaluation reserve on HENENSREEH
— investment properties —-REN% 14,976 105,922 -
- bank premises —173k 3,363 167,935 -
At 31st December ®12A318 11,623,411 10,909,359 39,170

R RERITAMR AR 2003 F F R
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

33. RESERVES (continued) \ 18 @

-

2002
The Group &8 The Bank 8847 Associates B /A 7]
HK$'000 B%TE  HK$'000 BT HK$'000 BMT7
(c) Revaluation Reserve on Bank Premises (© 1THERGHE
(undistributable) (FARE)
At 1st January M1A1R
- As previously reported — IRTRESR 1,257,509 1,262,909 -
— Prior period adjustments in respect —EEBIAE £
of deferred tax AIERAE (171,180) (171,180) -
- As restated — 5 1,086,329 1,091,729 -
Release of net deferred tax liabilities EERRE B FRER
(Note 30 (b)) (HizE30(b) 2,137 2,137 -
Realised surplus on disposals transferred BA-RRBRHOEER
to general reserve HENENER B (3,363) (167,935) -
Transfer to revaluation reserve on investment
properties BAREMESEERE (4,994) (4,994) -
At 31st December ®12A318 1,080,109 920,937 -
(d) Revaluation Reserve on Investment Properties o) REMEEEEE
(undistributable) (RAIRE)
At 1st January ®1A18
- As previously reported — AR 118,323 118,323 -
— Prior period adjustments in respect —EERBEEEDN
of deferred tax AR (3,960) (3,960) =
— As restated —E# 114,363 114,363 -
Release of net deferred tax liabilities BEFRREREFREE
(Note 30(b)) (HFEE30(b) 3,960 3,960 -
Revaluation deficit EfhEE (108,341) (17,395) =
Realised surplus on disposals transferred BA—REENEER
to general reserve HEMENEHRSH (14,976) (105,922) =
Transfer from revaluation reserve on bank
premises BB EhFRE 4,994 4,994 -
At 31st December ®W12A318 - - -
(e) Statutory Reserves (undistibutable) () ETHEE(RRE)
At 1st January and 31st December MIA1BR12A31R 5,532 - 5,532
(f) Capital Reserve (undistributable) () ERGEEPTRE)
At 1st January and 31st December M1A1BR12A318 86,436 - -
(9) Exchange Revaluation Reserve (undistributable) — (g) EXEfbHE (TAKE)
At 1st January ®1A18 (49,712) (6,377) (29,478
Exchange adjustments B 5 A% 31,807 17,932 17,207
At 31st December ®12A318 (17,905) 11,555 (12,271)
(h) Other Revaluation Reserve (undistributable) ()  EfthEfhEEE (FRRE)
At 1st January ®1A18 (763) - (763)
Revaluation LR 763 - 763
At 31st December ®12A31R - - -
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NOTES ON THE ACCOUNTS (continued)
AR T8 P 5E (48)
2002
The Group %2 The Bank ##7  Associates Bt& /A7)
HK$'000 &% Tt HK$'000 %% ¥ HK$'000 &% Tt
() Retained Profits () BEET
At 1st January ®1A18
— As previously reported — IRTRESR 1,452,170 808,972 117,494
— Prior period adjustments in respect —REFIAE £
of deferred tax (Note 3) RTERRE (P3E3) 99,115 95,278 =
— As restated k] 1,551,285 904,250 117,494
Addition through merger with FPB BRE—KRAHAILE - 18,085 -
Net profit for the year FEAEH
— As previously reported — IRTRESR 1,288,378 1,094,553 23,296
— Prior period adjustments in respect —BREFIAE £
of deferred tax (Note 3) RTERRE (P3E3) (18,592) (15,071) =
— As restated (Note 13) — &R (f313) 1,269,786 1,079,482 23,296
Transfer to general reserve BA—REE (8,662) - (8,662)
Dividends (Note 14) AR (BitzE14)
— Interim dividend —hHRE (302,348) (302,348) -
— Final dividend in respect of previous year — FFERERE (473,198) (473,198) =
Disposal of associates B E N E] - - 88,004
Change of status from an associate ) N e b
to a subsidiary RIBAT - - 15,419
At 31st December ®12A318 2,036,863 1,226,271 235,551
() Total Reserves () ERER 15,170,656 13,424,332 267,982

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

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

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

Capital reserve represents the capitalisation of subsidiaries’ reserves.

Statutory reserves are set up to supplement the paid-up capital until the sum of paid-
up capital and the statutory reserves are equal to the registered capital for certain
associates.

Total distributable reserves of the Bank amounted to HK$13,739,726,000 (2002
restated: HK$12,135,630,000).

B ERR B AER - XBEECARIRMD 488

RATE R

—REFEERAER - BRBEEMNER  HEY
ERMDBREGERIABRR BTN
MEME -

Tik - REMEEHFERELEGRFENA
BB BRRE - RARBITIL - REMEE[AINE
WEATRANE B

BERfEBEENBARRENEREHET -

FEEREEREIRERRAEZEERRAEAR
VA TE R R 4R gR B LB N B 0 s AR AN AR
B

ANERAT AR B AR 42 88 A6 13,739,726,000
7T (20024E £ %R : 8%12,135,630,0007T) °
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

34. OFF-BALANCE SHEET EXPOSURES \ EEAEBERNUIINIEE

(a) Contingent Liabilities and Commitments (a) BFABBRAIE
The following is a summary of the contractual amounts of each significant class of AT REBEYRE B RAEEZHERINE OB
contingent liabilities and commitments: ol
The Group &8 The Bank 27
2003 2002 2003 2002
HK$'000 B%Fx  HK$'000 B¥Fx HKS'000 E%Fx HK$'000 AT
Direct credit substitutes HEEEEREM 4,381,620 4,125,735 4,350,990 4,097,553
Transaction-related contingencies BR5EBNHAER 496,632 519,227 496,632 519,227
Trade-related contingencies HE SHEBNIAER 2,596,662 2,152,000 2,549,609 2,133,553
Other commitments with an original
maturity of: HAbEdE -
under 1 year or which are REBRDRIFL
unconditionally cancellable BE:37SS0E 20,395,121 20,615,082 20,174,252 20,353,725
1 year or over FREIBAE1F R L 6,775,946 8,416,217 6,778,653 8,429,717
Others Hity 50,117 = 50,117 -
34,696,098 35,828,261 34,400,253 35,533,775
Contingent liabilities and commitments are credit-related instruments which include FREBERAREREEFHANTA - 215
acceptances, letters of credit, guarantees and commitments to extend credit. The RERREENALRE - FHF  BREME
contractual amounts represent the amounts at risk should the contract be fully drawn RIE - ERBREREESNBETRIRMRE
upon and the client default. Since a significant portion of guarantees and commitments PEORFTAERRAEE - ARNERERSE
is expected to expire without being drawn upon, the total of the contract amounts is RAMFIERN A D B S ERCRRATE
not representative of future liquidity requirements. H ARRBEY TRERRKRBMEEL -
(b) Derivatives (b) $TEIHR
Derivatives refer to financial contracts whose value depends on the value of one or PTET AR —HNASHEEAEENEEE
more underlying assets or indices. BETEENTBER
The following is a summary of the notional amounts of each significant type of RTREERRITHFETETAEEZRRIN
derivative for the Group and the Bank: BEBE
The Group £8
2003 2002
Trading §& Hedging % Total 4% Trading §% Hedging 4% Total 2%

HKS'000 % T HKS'000 #%Fx  HKS'000 E¥Fx  HKS'000 B%Fx  HK$'000E%TFr  HK$'000 A%Tr

Exchange rate contracts Ex&4)
Forwards and futures BERHREE 5,051,405 142,583 5,193,988 4,732,112 359,628 5,091,740
Swaps BERS 18,817,961 5,781,087 24,599,048 5,649,654 7,916,316 13,565,970
Options purchased BARE 2,828,762 - 2,828,762 1,202,429 - 1,202,429
Options written SHitl EE 2,712,886 - 2,712,886 1,202,429 - 1,202,429

Interest rate contracts MEEH
Forwards and futures BERHREE 325,000 - 325,000 200,000 - 200,000
Swaps B8RS 728,989 12,487,682 13,216,671 722,758 10,405,074 11,127,832
Options purchased BAmE - - - - 19,498 19,498

Equity contracts DT
Options purchased B 420,319 - 420,319 186,131 = 186,131
Options written SHitl EE 420,319 - 420,319 186,131 - 186,131
31,305,641 18,411,352 49,716,993 14,081,644 18,700,516 32,782,160
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The Bank 17
2003 2002
Trading §& Hedging % Total 4% Trading §% Hedging 4% Total 2%
HK$'000 8% HKS$'000 B%Fx  HKS'000 #%Fxm  HK$'000 A%Fr  HK$'000 A%Fr  HKS'000 BT
Exchange rate contracts Ex&4)
Forwards and futures BEXHREE 5,052,181 - 5,052,181 4,979,811 = 4,979,811
Swaps BERS 18,817,961 5,781,087 24,599,048 5,649,654 7,916,316 13,565,970
Options purchased BEASE 2,828,762 - 2,828,762 1,202,429 - 1,202,429
Options written Jhit EE 2,712,886 - 2,712,886 1,202,429 - 1,202,429
Interest rate contracts MEEH
Forwards and futures BERHREE 325,000 - 325,000 200,000 - 200,000
Swaps B8RS 728,989 12,604,127 13,333,116 722,758 10,405,074 11,127,832
Options purchased BAmE - - - - 19,498 19,498
Equity contracts &k
Options purchased BAmE 420,319 - 420,319 186,131 - 186,131
Options written SHitl EE 420,319 - 420,319 186,131 - 186,131
31,306,417 18,385,214 49,691,631 14,329,343 18,340,388 32,670,231

Derivatives arise from futures, forward, swap and option transactions undertaken by
the Group and the Bank in the foreign exchange, interest rate and equity markets.
The notional amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date; they do not represent amounts at risk.

PTAET AR MAEERIRITAEINE - FIXRA
EMSETHE 2N RRRIEZSMmE
& BETANERSRIEEAERIIRTK
MR HE - BIETRKAARZRBRAEE

At EEE ERUAINEBNEERAREER
BRANEERERINT - (S LeBRRY R AT R IR F
RELBTE -

The Group £

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

The Bank 17

2003 2002 2003 2002
HK$'000 &% T  HK$'000 BT HKS$'000 #%Fx HK$'000 ¥
Replacement costs BERK
Exchange rate contracts EEXEH) 583,085 191,727 582,538 191,387
Interest rate contracts FIEED 865,565 232,654 865,565 232,654
Options purchased A
— exchange rate contracts —EXE&H 5,896 451 5,896 451
— equity contracts —RHEH 3,730 364 3,730 364
1,458,276 425,196 1,457,729 424,856
Credit risk weighted amounts EE R R
Contingent liabilities and FABER
commitments A 8,087,367 8,559,065 8,061,762 8,538,585
Exchange rate contracts ERAH 259,825 149,853 258,976 148,532
Interest rate contracts FIREH 192,086 61,098 192,163 61,098
Equity contracts Bin&5 19,519 8,000 19,519 8,000
8,558,797 8,778,016 8,532,420 8,756,215

%N @ 2003 4 & 3f
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NOTES ON THE ACCOUNTS (continued)
BRIE B 5 (&)

34. OFF-BALANCE SHEET EXPOSURES (continued) \ BEESEBERUIINEE @

(b) Derivatives (continued)

()

The tables above give the contractual or notional amounts, replacement cost and
credit risk weighted amounts of off-balance sheet transactions. The replacement
cost is calculated for the purposes of deriving the credit risk weighted amounts.
These are assessed in accordance with the Hong Kong Monetary Authority’s guidelines
which implement the Basle agreement on capital adequacy and depend on the status
of the counterparty and the maturity characteristics. The risk weights used range
from 0% to 100% for contingent liabilities and commitments, and from 0% to 50%
for exchange rate, equity and interest rate contracts. Replacement cost represents
the cost of replacing all contracts which have a positive value when marked to market.
Replacement cost is a close approximation of the credit risk for these contracts as at
the balance sheet date. The credit risk weighted amount refers to the amount as
computed in accordance with the Third Schedule to the Hong Kong Banking
Ordinance.

Capital Commitments

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

The Group £

(b) PTETEA (&)

()

ERIEEEABBRUINSGHELRBER
B BERAREERBIESE - EEKA
RAXTEEERRINERE - ZFHERIK
BRESCHEERETHREATKNEER
Whag R IR E b SR 1T A AR A B HA R M AR e
B3I EL Y - A A BRAEFANERR
IEER0%ZE100% * MER - BDRFIEEL
AlFR0% =50% - EERANRIEEERMAKT
HEEFEEZERNEEENA LKA @ T2
ERAERZSAONETEERR - FERR
IESERERGRITIRAN MR =T E M
%*E °

BRI

12 A31 BAREMMEN RERERIREEED
BAFYENT

The Bank #17

2003 2002 2003 2002
HK$'000 &% Fx  HK$'000 BT HKS$'000#%Fx HK$'000 #E¥T
Expenditure authorised and
contracted for* BREX B HEL* 1,122,082 1,257,317 1,104,710 1,249,488
Expenditure authorised but
not contracted for BREXLEREDN 377,555 332,169 377,555 6,168
1,499,637 1,589,486 1,482,265 1,255,656

*  The amounts as at 31st December, 2003 and 31st December, 2002 included the capital
commitments amounting to HK$873,470,000 and HK$1, 133,768,000 respectively in relation
to the Bank’s acquisition of a portion of Millennium City 5, a new building being erected in
Kwun Tong. Other amounts as at 31st December, 2003 mainly included the commitments
amounting to HK$102,180,000 in relation to the implementation of a new core banking
system.
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NOTES ON THE ACCOUNTS (continued)

AR T8 M &E (

435
A8 )

(d) Operating Lease Commitments

At 31st December, 2003, the total future minimum lease payments under
non-cancellable operating leases are payable as follows:

The Group £

(d) BEHSHEE
#2003F12A318 @ ERAIREEGEHEE
A ARRIEENEERBLENT ¢

The Bank 17

~

2003 2002 2003 2002
HK$'000 B%Fx  HK$'000 B¥Fr HKS'000 E%Fx HK$'000 AT

Properties mE
within one year 1ER/A 93,134 83,271 125,069 115,290
after one year but within five years 16 Z55RX 119,665 84,958 129,329 67,920
after five years SELLTE 27,580 32,066 52,641 25,894
240,379 200,295 307,039 209,104

Other Hith
within one year 1ER/A 1,857 2,365 1,017 1,217
after one year but within five years 16 Z55RX 2,069 2,603 569 1,413
3,926 4,968 1,586 2,630

The Group and the Bank lease certain properties and equipment under operating
leases. The leases typically run for an initial period of one to twenty five years, with
an option to renew the lease when all terms are renegotiated. Lease payments are
usually adjusted annually to reflect market rentals. None of the leases includes
contingent rentals.

Obligations under Mortgage Loans Sold

Included in the captions set out below are balances which are established as reserve
funds for mortgage loan purchasers pursuant to the terms of mortgage sale
agreements. The reserve funds are available to the purchasers to cover any losses or
cash flow shortfalls that result from both credit risk and basis risk with respect to the
loans sold and to protect the purchasers in the event that they have to appoint a
substitute servicer.

These reserve funds are either set up in the name of the Bank and are charged in
favour of the purchaser as security for the Bank’s obligations to the purchaser or, in
the name of the loan purchaser who retains absolute ownership, title, right and
interest in the reserve funds, pursuant to the terms of the mortgage sale agreements.

The Group £8

EHERITALERERLAEAL LY EMER
% - HEFHRTEMEZRSF  JHRRAH
BROEEMERARS HENKESERRES
FHENRRTERS - AEAL TN
BT -

B ERIBEFURIE
BREBEATREHSRIBERA OEURE
RIBIERBESBEENRESER - [#ik
ERBEREBEERCEENRSIENERR
FEREBRMEIEABRALRSRBZEZRR
REBEEASTRREHBENA -

(e)

HZERBERARTEERIRIPTREES
AT AEEERR  IRELERBERE
DIEXREABEELBEKLMBEEARE
REHARE AR B REHESFE -

The Bank 17

2003 2002 2003 2002
HK$'000 % T HK$'000 B¥TFr HKS'000 BT HK$'000 BT
Held-to-maturity debt securities RBEIHERES 30,494 39,815 30,494 39,815
Accrued interest and
other accounts EETFI S R E M BRIE 73,136 68,805 73,136 68,805
103,630 108,620 103,630 108,620
R RIT AR A A 2003 F F 3R 139
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NOTES ON THE ACCOUNTS (continued)
BRIE BT (&)

35. NOTES ON CONSOLIDATED CASH FLOW STATEMENT

REBERBRME

-

(a) Purchase of Subsidiaries

@ WHBHEBLR

2003 2002
HK$’000 &% Tt HK$'000 A%
Net assets acquired EBATAE
Placements with banks and other
financial institutions maturing between FERTT R H Ath & S
one and twelve months M ZE1218 A REIEFR - 5,414
Advances and other accounts less provisions EHBREH 2 ER R HARIA - 5,185
Investment securities BEFESH - 2,667
Fixed assets BEEEE - 4,479
Deferred tax EIERIE - (400)
Other accounts and provisions HoAh BRIE R 24 - (6,567)
Minority interest DY RS - (3,050)
Share of net assets under equity accounting RERRSDEARIDFEE - (1,980)
- 5,748
Goodwill arising on consolidation RIBAAREENEDE 300,509 332,461
300,509 338,209
Investment cost payable ERRESHE
—as at 1st January —R1A18 - 1,682
—as at 31st December —mM12A318 - -
Total purchase price paid, satisfied in cash IR & ZAFEAE 300,509 339,891
Less: cash and cash equivalents acquired BBANRE RERBSER - (5,414)
Net cash outflow in respect of the acquisition
of subsidiaries BB B A IR R R 300,509 334,477

G

Increase in Shareholding of a Subsidiary

The Group increased its shareholding in a subsidiary by 4.3% for a cash consideration
of HK$39,139,000 in 2003. The net asset value and goodwill attributable to the

increase in shareholding was HK$37,121,000 and HK$2,018,000 respectively.
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(b) 1Zhn—REIME QB AR

20034 + AEE R SREA39,139,000
TLIEIN— M B A RI4.3% 2 s o HEaSIEINFT
EENEREFEREES R RB37,121,000

TT R F#2,018,0007T °
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NOTES ON THE ACCOUNTS (continued)
BRIE M3 (&)

(c) Cash and Cash Equivalents (0 BLREREBESLER
(i) Components of cash and cash equivalents in the consolidated cash flow statement () HEHREReRERNALRERALER
B4R X EB
2003 2002
HK$'000 &% Tt HK$'000 B#F it
Cash and balances with banks and & RIERITNE A S R
other financial institutions HEETF 2,695,618 1,963,261
Money at call and short notice BRI EITE R 21,264,261 28,442,335
Placements with banks and other
financial institutions with original JRANEARR A318 A A RBEERTT R
maturity within three months Hih & BB HTFR 6,899,332 2,319,674
Treasury bills with original maturity
within three months [RAEARR A318 A AR A Bl E & 5 2,294,706 3,373,137
Certificates of deposit held with original FAREIR A3ME AR Z AR
maturity within three months R 736,621 226,615
33,890,538 36,325,022
(i) Reconciliation with the consolidated balance sheet (i) BILABEEBBERNOYER
2003 2002
HK$'000 &% T HK$'000 7% F 70
Cash and short term funds ReRkGHES 36,033,510 34,937,640
Placements with banks and other
financial institutions maturing between TEIRIT R H At & RuHEAE
one and twelve months P ZE12{E A REIHETER 21,075,521 11,670,652
Certificates of deposit held RHENERE 3,016,556 2,370,751
Amount shown in the consolidated
balance sheet ERAEEABRLRNETE 60,125,587 48,979,043
Less: amount with an original maturity
of beyond three months AR HARR A3 1E A LA R (26,235,049) (12,654,021)
Cash and cash equivalents in the EFRERERERNNE SR
consolidated cash flow statement ZERIRSEA 33,890,538 36,325,022
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NOTES ON THE ACCOUNTS (continued)
BRIE M 5 (8B)

36.

LOANS TO OFFICERS | fTHIAEER

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

RBE B AEN) 55161B5(4B) R (4C) T
T ATITBRABZEREERMRNT ¢

37.

2003 2002
HK$’000 &% Tt HK$'000 &% F 7
Aggregate amount of relevant loans
outstanding at 31st December HEAE R 12 A31 B R A%
By the Bank FRIRTTIEH 671,501 699,024
By subsidiaries FR R A FlfE - 15,597
671,501 714,621
The maximum aggregate amount of
relevant loans outstanding during the year FENEEER &= EREHR
By the Bank RIRITREH 1,044,475 1,023,528
By subsidiaries R Al - 16,806

There was no interest due but unpaid nor any specific provision made against these
loans at 31st December, 2003.

MATERIAL RELATED PARTY TRANSACTIONS \ BEASHNEARS

72003124318 « RAEBBEARENFE - I)
KRB EZEEREFRER -

The Group maintains certain retirement benefit schemes for its staff as per Note
2(p)(iii). In the year 2003, the total amount of contributions the Group made to the
schemes was HK$65,854,000 (2002: HK$64,172,000).

The Group enters into a number of transactions with the Group’s related parties,
including its associates, and key management personnel and their close family
members and companies controlled or significantly influenced by them. The
transactions include accepting deposits from and extending credit facilities to them.
Except that there is an interest free shareholder’s advance extended to one associate
amounting to HK$10,700,000 at 31st December, 2003 (2002: HK$31,526,000), all
interest rates in connection with the deposits taken and credit facilities extended are
under terms and conditions normally applicable to customers of comparable standing.

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

AEBEAEYSREFLRKREE - XD
M EE2(p)i R EE - 2003F R - AEELE
LE S+ B 8 R A B 65,854,000 (2002
F : #%64,172,0007T) °

NEBEEERRBATETZERS c BEAT
BREBEQR  TETHRABREEREE -
REELEATFIESINARSKEAEEATE
AT - BEXGEEETELEALTTFRR
RUOPHRRER - XTET —HBZEATRE
AREREATR - HH2003F 12 A31 BN AE
10,700,0007T (20024F : &#31,526,0007T)
BRUELASN - FREERREENFE - 19iRRHR
—RAFERKFEZEFEEOIERERTE

20034 + AEEILERHA TATREES T
AR FIE - RFE2003F 128318 -« BB A L
KRR R BB N TR BT

2003 2002

% to Group total % to Group total

HYEEBEAH BHEERAY

ZEDE ZAEHE

Interest income FEMA 1.3 2.7

Interest expense FEZH 0.9 2.2

Amount due from related parties (Note a) B A AR R (B sEa) 2.4 3.8

Amount due to related parties (Note b) R A A\ £ &5 (Fifatb) 1.1 1.4
Notes: (a) Based on total assets excluding cash and short-term funds, placements with banks Wt () BBEEAELBEETTARSREBRE

and other financial institutions maturing between one and twelve months, investments
in associates and fixed assets.

(b) Based on deposits from customers and debt instruments issued.
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o
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NOTES ON THE ACCOUNTS (continued)

ARIEM R (8)

38. EQUITY COMPENSATION PLANS \ IR D wEE &

e WA "am WA

The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank
may at its discretion grant to any employees, including Executive Directors and Chief
Executive, of the Group options to subscribe for shares of the Bank. The options may
be exercised during the period beginning on the first anniversary of the Date of
Grant and ending on the fifth anniversary of the Date of Grant. All options were
granted for nil consideration.

TITFRMNEEREGFTEIRATESEAUR
BRERBEETEREZEEES - BEATE
ERTRAE - ARBARITRD - REHENTT
EHRAE T HNEVAFHBER T HNES
B - A REES N ERER AL -

(a) Particulars of Share Options R 15
Date of Grant Vesting Period Exercise Period Exercise Price Per Share
BFEH AR 1T1EH BRITEE
HK$E#
20/4/1998 20/4/1998 — 19/4/1999 20/4/1999 — 20/4/2003 15.30
21/4/1999 21/4/1999 — 20/4/2000 21/4/2000 - 21/4/2004 12.09
20/4/2000 20/4/2000 — 19/4/2001 20/4/2001 — 20/4/2005 16.46
19/4/2001 19/4/2001 — 18/4/2002 19/4/2002 - 19/4/2006 16.96
18/4/2002 18/4/2002 — 17/4/2003 18/4/2003 — 18/4/2007 15.80
02/5/2003 02/5/2003 — 01/5/2004 02/5/2004 — 02/5/2008 14.90
(b) Movement of Share Options 2% = &
Number of Share Options
RREHE
Outstanding Outstanding
Date of Grant at 1/1/2003 Granted Exercised Lapsed at 31/12/2003
#2003%F181A8 #2003F12A31H
Sk i RITHE e&RF BT BRE e RITEE
20/4/1998 5,361,200 - - 5,361,200 -
21/4/1999 4,510,000 - 3,764,000 10,000 736,000
20/4/2000 11,128,000 - 6,990,000 440,000 3,698,000
19/4/2001 5,360,000 - 1,665,000 260,000 3,435,000
18/4/2002 5,505,000 - 1,785,000 270,000 3,450,000
02/5/2003 - 15,525,000 - 360,000 15,165,000
Total #2%8 31,864,200 15,525,000 14,204,000 6,701,200 26,484,000
Number of Share Options
RREHE
Outstanding Outstanding
Date of Grant at 1/1/2002 Granted Exercised Lapsed at 31/12/2002
#2002%181A8 12002512 A31H
Sk e R AT 2RF BT BRM i RITHE
29/4/1997 13,395,000 - - 13,395,000 -
20/4/1998 5,783,200 - 286,200 135,800 5,361,200
21/4/1999 5,063,000 - 553,000 - 4,510,000
20/4/2000 11,700,000 - 98,000 474,000 11,128,000
19/4/2001 5,520,000 - - 160,000 5,360,000
18/4/2002 - 5,625,000 - 120,000 5,505,000
Total #% 41,461,200 5,625,000 937,200 14,284,800 31,864,200
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No share options were cancelled during the years ended 31st December, 2003 and
2002.

20/4/1998
21/4/1999
20/4/2000

January 1A

February 2 A

March 34
April 48
May 55

20/4/1998
21/4/1999
21/4/1999
21/4/1999
20/4/1998

21/4/1999
20/4/2000
20/4/1998
21/4/1999
21/4/1999
21/4/1999
18/4/2002
21/4/1999
20/4/2000
18/4/2002
21/4/1999
20/4/2000
19/4/2001
18/4/2002
21/4/1999
20/4/2000
19/4/2001
21/4/1999
20/4/2000
19/4/2001
18/4/2002

June 64

July 78
August 8 5

September 94

October 108

November 118

December 12 A

Comparative figures for 2002 are restated to conform with the current year'’s
presentation. The restatements for the consolidated profit and loss account,
consolidated and the Bank’s balance sheet are due to the change in accounting policy
for deferred taxation.

Cash rebates for mortgage loans amounting to HK$181,749,000 (2002:
HK$173,362,000), which were previously classified under operating expenses, are
netted off against interest income to be in line with market practice. Prior year figures
are restated to conform with the current year’s presentation.

Commission related expenses amounting to HK$206,504,000 (2002:
HK$178,268,000), which were previously classified under operating expenses is now
shown as fees and commission expense to be in line with market practice. Prior year
figures are restated to conform with the current year’s presentation.

#E2003%2002412 A31 HFEALARF R

TEMREESH o
2002
- 89,000
- 169,000
- 49,000
- 12,600
32,000 129,000
12,000 6,000
35,000 22,000
- 113,000
218,000 58,000
- 49,000
- 71,600
781,000 110,000
371,000 22,000
250,000 =
275,000 =
1,089,000 37,000
976,000 =
630,000 =
557,000 =
2,767,000 =
360,000 =
500,000 =
349,000 =
2,458,000 =
735,000 =
70,000 =
789,000 =
570,000 =
380,000 =
14,204,000 937,200

2002 F L BEFEFERATAAREFE
ME2HRA N - ARNELEF R G BRRE
KRBT AGNEERBR -

REMSEN—B % - NEEMNIRIBER
#IR 4 [0 B85 181,749,0007T (20024
751#173,362,0007T) A B A RS -
MAFRFIELERY o EFEMLES
FEEERUNFTEAFTENZHRAA -

REMSEN—8H% AFEENGHEAS
> HB#206,504,0007T (20024 : B
178,268,0007T) RIERFE A RAE
g MEFRIHELERY - FFEML
BETEEERUFTERFENEHRS
ﬁ o



