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The Bank, through its branches and subsidiaries, provides a range of banking, financial
and related services.

The directors consider the Group’s ultimate holding company at 31 December 2003 to
be Arab Banking Corporation (B.S.C.) (“ABC") which is incorporated in the State of
Bahrain and operates as an offshore bank.

On 16 February 2004, Fubon Financial Holding Co., Ltd. (“Fubon Financial”) made a
general offer for the whole of the Bank’s issued share capital. ABC accepted the offer
for all of its 55% shareholding in the Bank on the same day. The directors regard
Fubon Financial as the ultimate holding company from that date onwards. The offer
was closed on 8 March 2004 and Fubon Financial further acquired 20.08% in the
Bank'’s issued share capital from other shareholders, increasing its total shareholding to
75.08%.
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(a) Statement of compliance
These financial statements have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (which includes all applicable Statements
of Standard Accounting Practice and Interpretations) issued by the Hong Kong
Society of Accountants (“HKSA"), accounting principles generally accepted in
Hong Kong and the requirements of the Hong Kong Companies Ordinance.

These financial statements also comply with the applicable disclosure provisions of
the “Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited” and the recommendations in the Supervisory Policy Manual
“Financial Disclosures by Locally Incorporated Authorised Institutions” issued by
the Hong Kong Monetary Authority (“HKMA"). A summary of the significant
accounting policies adopted by the Group is set out below.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(b) Basis of preparation of the financial statements

(9]

The measurement basis used in the preparation of the financial statements is
historical cost modified by the revaluation of premises in 1989, and the marking
to market of certain investments in securities as explained in the accounting
policies set out below.

Investment in subsidiaries

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a
company in which the Group, directly or indirectly, holds more than half of the
issued share capital, or controls more than half of the voting power, or controls
the composition of the board of directors. Subsidiaries are considered to be
controlled if the Bank has the power, directly or indirectly, to govern their financial
and operating policies so as to obtain benefits from their activities.

The financial statements of the controlled subsidiary are consolidated into the
consolidated financial statements, unless the subsidiary is acquired and held
exclusively with a view to subsequent disposal in the near future or operates
under severe long-term restrictions which significantly impair its ability to transfer
funds to the Group, in which case, the investment is as an investment in trading
securities or non-trading securities (see Note 2(g)(ii) and (iii)).

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

In the Bank’s balance sheet, an investment in a subsidiary is stated at cost less any
impairment losses (Note 2(i)), unless it is acquired and held exclusively with a view
to subsequent disposal in the near future or operates under severe long-term
restrictions which significantly impair its ability to transfer funds to the Bank, in
which case, it is accounted for as an investment in trading securities or non-
trading securities (see Note 2(g)(ii) and (iii)).
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(d) Associated companies
An associated company 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.

The investment in the associated company is not equity accounted for in the

consolidated financial statements as it is considered by the directors to be

immaterial to the Group. It is stated at cost less impairment losses (Note 2(i)) in

the Group’s and the Bank’s balance sheet. The results of the associated company

are included in the Group’s and the Bank’s income statement to the extent of

dividends received and receivable (Note 2(j)).

(e) Advances and doubtful debts

(i)

(if)

Advances to customers and trade bills are carried at amounts advanced less
payments collected, any suspended interest and reserves for credit losses.
Cash rebates granted in relation to residential mortgage loans are capitalised
and amortised to the income statement over the early prepayment penalty
period.

Specific and general provisions

Provisions for bad and doubtful debts are made promptly and on a prudent
and consistent basis. Specific provisions are determined by the directors at a
level deemed appropriate to absorb expected losses from individual accounts
after taking into account the value of collateral held. General provisions
augment specific provisions and provide 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. Both specific and general provisions are charged to the
income statement and are deducted from trade bills, other assets and
advances to customers in the balance sheet. When there is no longer any
realistic prospect of recovery, the outstanding debt is written off.
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(e) Advances and doubtful debts (continued)

(iii)

(iv)

Advances on which interest is being suspended

Interest suspended on doubtful debts is netted in the balance sheet against
“Advances to customers” and accrued interest receivable in “Accrued
interest and other accounts”. Amounts received are applied to the
repayment of outstanding indebtedness, with any surplus used to recover
any specific provisions and then suspended interest.

Repossessed assets or assets acquired under lending agreements (“acquired
assets”)

Repossessed assets and acquired assets continue to be reported as advances
if the advance has not been fully written off and the Bank is seeking recovery
from both the borrower and amounts to be generated from the repossessed
assets or the acquired assets. The advance is recorded at the expected
recoverable amount and the specific provision is adjusted. Any subsequent
changes in the values of the repossessed assets or acquired assets are
recorded as a movement in specific provision. Any income derived from
repossessed assets and acquired assets is recognised as a reduction in the
advance balance.

Acquired assets where it is intended to achieve an orderly realisation and the
Bank is no longer actively seeking repayment from the borrower are
reclassified to other accounts. The assets acquired are recorded at the
carrying value of the advance disposed of at the date of the acquisition less
any subsequent impairment losses (Note 2(i)). Income derived from acquired
assets is recognised in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(f) Finance leases
Leases under which substantially all the risks and benefits of ownership are

transferred to lessees are classified as finance leases.

Where assets are leased out under finance leases, an amount representing the net

investment in the lease is included in the balance sheet as advances to customers.

Finance income implicit in the lease payments is credited to the income statement

over the period of the leases so as to produce an approximately constant periodic

rate of return on the outstanding net investment in the leases for each

accounting period.

(g) Investments in securities
The Group’s and the Bank’s policies for investments in securities other than

investments in subsidiaries and associated companies are as follows:

0]

(if)

Dated debt securities that the Group and/or the Bank have the ability and
intention to hold to maturity are classified as held-to-maturity securities.
Held-to-maturity securities are stated in the balance sheet at amortised cost
less any provisions for diminution in value. Provisions are made when carrying
amounts are not expected to be fully recovered and are recognised as an
expense in the income statement.

Profits or losses on realisation of held-to-maturity securities are accounted for
in the income statement as they arise.

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

(iii)

(iv)

Non-trading securities are stated in the balance sheet at fair value. Changes
in fair value are recognised in the investment revaluation reserve until the
security is sold, collected, or otherwise disposed of, or until there is objective
evidence that the security is impaired, at which time the relevant cumulative
gain or loss is recognised in the income statement.

Transfers from the investment revaluation reserve to the income statement as
a result of impairments are reversed when the circumstances and events that
led to the impairment cease to exist and there is persuasive evidence that the
new circumstances and events will persist for the foreseeable future.

Profits or losses on disposal of investments in securities are accounted for in
the income statement as they arise. In the case of non-trading securities, the
profit and loss includes any amount previously held in the investment
revaluation reserve in respect of that security.

(h) Fixed assets and depreciation
Fixed assets are stated at cost or valuation less impairment losses (Note 2(i)) and

less accumulated depreciation calculated to write off the assets over the

estimated useful lives.

Leasehold land is depreciated over the unexpired terms of the leases on a straight-

line basis. Premises are depreciated at the higher of 2% per annum or over the

unexpired terms of the leases.

Furniture, fixtures and equipment are depreciated over their estimated useful

lives, which are generally between 3 to 10 years.
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(h) Fixed assets and depreciation (continued)

Certain of the Group’s leasehold land and premises have been included at
Directors’ valuation made having regard to independent professional valuations
carried out in November 1989. The surplus arising on revaluation was credited to
the revaluation reserve. Additions to revalued premises made subsequent to the
revaluation are included at cost. Premises which have not been the subject of
revaluation are included at cost. The revaluation reserve arising from the
November 1989 revaluation was transferred to the capital redemption reserve

when the Bank redeemed its “A"” and “B” preference shares in June 1991.

In preparing these financial statements, advantage has been taken of the
transitional provisions in paragraph 80 of the Statement of Standard Accounting
Practice 17 "Property, Plant and Equipment” issued by the HKSA with the effect
that premises have not been revalued to fair value at the balance sheet date. It is
not the Directors’ present intention to revalue the premises in the future.

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

Gains or losses arising from the retirement or disposal of fixed assets are
determined as the difference between the estimated net disposal proceeds and
the carrying amount of the assets and are recognised in the income statement on

the date of retirement or disposal.
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(i) Impairment of assets

Internal and external sources of information are reviewed at each balance sheet
date to identify indications that fixed assets, acquired assets and investments in
subsidiaries and associated companies may be impaired.

If any such indication exists, the asset’s recoverable amount is estimated. An
impairment loss is recognised whenever the carrying amount of an asset or its
cash-generating unit 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 the time value of money and the risks specific to the asset. Where
there are assets that do not generate cash flows largely independent of those
from other assets, recoverable amounts are determined for the smallest group of
assets that generates cash inflows independently (i.e. a cash-generating unit).

An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. A reversal of impairment loss 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
income statement in the year in which the reversals are recognised.
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(j) Revenue recognition
Provided that it is probable that the economic benefits will flow to the Group and
the revenue and costs, if applicable, can be measured reliably, revenue is
recognised in the income statement as follows:

(i) Interest income

Interest income and expenses are accrued on a time-apportioned basis on the
principal outstanding and at the rate applicable except in the case of
doubtful debts where interest is credited to a suspense account which is
netted in the balance sheet against the relevant balances. Fee income and

expenses are recognised when earned or incurred.

Interest income from dated debt securities is recognised as it accrues, as
adjusted by the amortisation of the premium or discount on acquisition, so
as to achieve a constant rate of return over the period from the date of
purchase to the date of maturity.

(i) Fee and commission income

Fee and commission income arises on financial services provided by the
Group including cash management services, brokerage services, investment
advice and financial planning, investment banking services, project and
structured finance transactions, and asset management services. Fee and
commission income is recognised when the corresponding service is
provided, except where the fee is charged to cover the costs of continuing
service to, or risk borne for, the customer, or is in the nature of interest. In
these cases, the fee is recognised as income in the accounting period in
which the costs or risks are incurred or is accounted for as interest income.
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(j) Revenue recognition (continued)

(iii)

(iv)

Dividend income

Dividends from listed investments are recognised when the share price of
such investments is quoted ex-dividend.

Interim dividends from unlisted investments are recognised when the
directors of the investee companies declare such dividends; final dividends
from unlisted investments are recognised when the shareholders of the
investee companies approve the dividends proposed by the directors at the
general meeting.

Rental income from operating leases

Rental income receivable under operating leases is recognised in the income
statement in equal instalments over the accounting periods covered by the
lease term, except where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset. Lease incentives
granted are recognised in the income statement as an integral part of the
aggregate net lease payments receivable. Contingent rentals are recognised
as income in the accounting period in which they are earned.

(k) Operating lease charges
Where the Group has the use of assets under operating leases, payments made

under the leases are charged to the income statement in equal instalments over

the accounting periods covered by the lease term, except where an alternative

basis is more representative of the pattern of benefits to be derived from the

leased asset. Lease incentives received are recognised in the income statement as

an integral part of the aggregate net lease payments made.
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() Income tax

(i)

(ii)

(iii)

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 income statement 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 the temporary differences arising from the initial recognition of
assets or liabilities that affect neither accounting nor taxable profit, 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 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.
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EEFFHBUR @)

SIGNIFICANT ACCOUNTING POLICIES (continued)
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(iv)
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() Income tax (continued)

(iv)

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.

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 legal
enforceable right to set off current tax assets against current tax liabilities
and the following additional conditions are met:

— in the 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

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

e the same taxable entity; or

o different taxable entities, which, in each future period in which
significant amounts or 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 to realise and
settle simultaneously.
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FEEFHBUR @)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)}{EE R/ F

(i)

(ii)

(iii)

H - AR BHERR
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ZEEEBMAEENRRH
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BEZNTFEETHR - B3R
EDEZHAFHOERRK
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FNEER 2 e o BRI =X
TiH A BB E R IATRR B
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ERECENBANER
B RER 2 BERBTE IR
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558 b2 P HIE A B AROER
WHKRPHERRBHAX  WMZSF
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R eE R P RERR

(m) Employee benefits

(i)

(ii)

(iii)

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

stated at their present value.

Contributions to Mandatory Provident Funds as required under the Hong
Kong Mandatory Provident Fund Schemes Ordinance are recognised as an
expense in the income statement as incurred.

The Group’s net obligation in respect of defined benefit retirement plans is
calculated separately for each plan by estimating the amount of future
benefit that employees have earned in return for their service in the current
and prior periods; that benefit is discounted to determine the present value,
and the fair value of any plan assets is deducted. The discount rate is the
yield at the balance sheet date on high quality corporate bonds that have
maturity dates approximating the terms of the Group’s obligations. The
calculation is performed by a qualified actuary using the projected unit credit
method.

When the benefits of a plan are improved, the portion of the increased
benefit relating to past service by employees is recognised as an expense in
the income statement on a straight-line basis over the average period until
the benefits become vested. To the extent that the benefits vest immediately,

the expense is recognised immediately in the income statement.

4 8 INTERNATIONAL BANK OF ASIA LIMITED B ANNUAL REPORT 2003



S 2 o B e

NOTES TO THE FINANCIAL STATEMENTS

2 FEEFBUR @)

SIGNIFICANT ACCOUNTING POLICIES (continued)
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(m) Employee benefits (continued)
In calculating the Group’s obligation in respect of a plan, to the extent that
any cumulative unrecognised actuarial gain or loss exceeds ten percent of the
greater of the present value of the defined benefit obligation and the fair
value of plan assets, that portion is recognised in the income statement over
the expected average remaining working lives of the employees participating
in the plan. Otherwise, the actuarial gain or loss is not recognised.

Where the calculation of the Group’s net obligation results in a negative
amount, the asset recognised is limited to the net total of any unrecognised
actuarial losses and past service costs and the present value of any future
refunds from the plan or reductions in future contributions to the plan.

(iv) Termination benefits are recognised when, and only when, the Group
demonstrably commits itself to terminate employment or to provide benefits
as a result of voluntary redundancy by having a detailed formal plan which is

without realistic possibility of withdrawal.

(n) Translation of foreign currencies
Transactions in foreign currencies during the year 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 exchange rates ruling at the balance sheet date. Exchange gains and
losses are included in the income statement.

(o) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, placements with banks and
other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three months of
maturity at acquisition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(p) Derivatives
Derivatives refer to financial contracts whose value depends on the value of one

or more underlying assets or indices. Derivatives include futures, forward, swap

and option contracts undertaken by the Group and the Bank in the foreign

exchange, interest rate and equity markets.

The accounting for derivatives is dependent upon whether the transactions are

undertaken for trading purposes or as part of the management of asset and

liability portfolios.

i)

Derivatives used for trading purposes

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

Transactions undertaken for trading purposes are marked to market and the
gain or loss arising is recognised in the income statement as trading profits or
losses, after appropriate deferrals for unearned credit margin and future
servicing costs. Unrealised gains on transactions are included in “Accrued
interest and other accounts” in the balance sheet. Unrealised losses on
transactions are included in “Other accounts and liabilities”. Netting is
applied where a legal right of set-off exists.

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

current creditworthiness of the counterparties.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(p) Derivatives (continued)

(ii)

Derivatives used for asset and liability management purposes

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

A hedging relationship exists when
— atinception of the hedge there is formal documentation of the hedge;

— the hedge is expected to be highly effective;
— the effectiveness of the hedge can be reliably measured,;
— the hedge is highly effective throughout the reporting period; and

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

Interest rate swaps are also used to alter synthetically the interest rate
characteristics of financial instruments. Interest rate swaps that qualify as
synthetic alteration are accounted on an accruals basis with the related
income and expense treated as interest income or interest expense.

Any gain or loss on termination of hedging derivatives is amortised to the
income statement over the remaining original life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated, the
hedging derivative is redesignated as trading and is marked to market
through the income statement. Netting is applied where a legal right of set-
off exists.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

(s)
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(q) Provisions and contingent liabilities

(r)

(s)

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

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow 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.

Related parties

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

Segment reporting

A segment is a distinguishable component of the Group that is engaged 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.

In common with the Group’s internal financial reporting, the Group has chosen
business segment information as the primary reporting format and geographical
segment information as the secondary reporting format.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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(s) Segment reporting (continued)

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. For example segment assets may include loans and
advances to customers, investment securities, interbank placements, premises and
equipment. 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. 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 period to acquire
segment assets (both tangible and intangible) that are expected to be used for
more than one period.

CHANGE IN ACCOUNTING POLICIES

RBEFE - ELEHEEBERRAR
Sz e R RS ER IR 2 FTE E AR
= (EAA B Rl R RER) E
EZBIEFENBERTIREE - BT
MBEEREESERM TREAERR
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EETHUR - AEERAFEE 25
4,033,000 T (ZZTZE=F (EEH) : &
44,894,000/ L) + MR FIK 2 & EF
BRI E7+948,000 T (ZEE=F (&
#R) : 1,449,000/87T) °

MERTHREEWEM - MR RN R
2 BB RA R REH B RIRA
BE) 2 R A WMERAKE 2 ATHHEER

= o

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 1 January 2003, in order to comply with the revised Statement of Standard
Accounting Practice 12 issued by the HKSA, the Group adopted a new policy for
deferred tax as set out in Note 2(I). As a result of the adoption of this accounting
policy, the Group's profit for the year has been increased by HK$4,033,000 (2002 (as
restated): reduced by HK$4,894,000) and the net assets as at the year-end have been
increased by HK$948,000 (2002 (as restated): HK$1,449,000).

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.
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INTEREST INCOME

RE
The Group

—E2z=F _—TIT_F

2003 2002

TET FATT

HK$'000 HK$'000

(E#)

(Restated)

ERREZFEBA Interest income on listed investments 13,715 80,580
EETRE ZHMBEHWA Interest income on unlisted investments 149,225 68,956
H b F) S A Other interest income 784,846 958,172
947,786 1,107,708

S ot 7 W A
OTHER OPERATING INCOME
wE
The Group

—E2z=F _—TIT_F

2003 2002

TET FATT

HK$'000 HK$'000

(E#)

(Restated)

ERARMAEBA Fees and commission income 127,495 142,525
B BRARAESH Less: Fee and commission expense (8,879) (9,483)
ERARMAEWAFE Net fees and commission income 118,616 133,042
EAREZREBA Dividend income from listed investments 1,314 1,160
FEEMIRE ZREWA Dividend income from unlisted investments 3,360 2,630
HNE 2 5 IR AR B 1B Gains less losses from dealing in foreign currencies 13,645 8,821
BHEERXHRAREE Gains less losses from dealing in trading securities 2,899 1,922
HEMmEEXSHRAREE Gains less losses from other dealing activities 39,572 4,308
HE2 WA Rental income 13,266 12,313
HAty Others 9,255 9,698
201,927 173,894
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OPERATING EXPENSES

TEEEHEHINNT

The major items which comprise operating expenses are as follows:

RE
The Group
—EE=F —Z2Z—-F
2003 2002
TE T FAT
HK$'000 HK$'000
EEKA Staff costs
T B {H SR ET Bl R Contributions to defined
contribution scheme 407 283
TE R AE A FT 8l 2 | Defined benefit scheme expense
(K z£34) (Note 34) 11,969 11,264
R A Retirement costs 12,376 11,547
e RHEMESKAE Salaries and other staff costs 225,099 213,799
237,475 225,346
5 2 K B th B E & = Premises and other fixed assets
—EHERA® — Rental of premises 19,529 17,799
— T E — Depreciation 54,919 53,606
—HAt — Others 15,154 14,150
1% 25 B B <& Auditors’ remuneration 1,626 1,353
Hih @S Other operating expenses
— EFHEE — Business promotion 24,019 21,493
—AEERER — Legal and professional fees 16,239 13,980
— & — Communication 17,396 16,485
—BTFEHMEEREMESR — Electronic data processing
and computer systems 59,287 54,587
— E Al — Others 43,200 38,066
488,844 456,865
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DIRECTORS' REMUNERATION

(@

RBFEC(RBGGD F161FRE
BREZCEEMSEBHOT

(@) The aggregate remuneration of the directors disclosed pursuant to section 161 of
the Hong Kong Companies Ordinance is as follows:

56

RE

The Group
—E2z=F _—TIT_F
2003 2002
TET FA T
HK$°000 HK$'000
BB Directors’ fees* 6,017 3,355
JE % Jo B fth ) Bh Basic salaries and other allowances 14,822 14,823
BARE R Contributions to pension scheme 1,068 984
B FEAT Discretionary bonuses 2,059 1,981
23,966 21,143

REEENREMNBLIERTES
Z2HEEH2987315* BT (ZFF
Z4F : 1,290,666 7T) A A E = B

* BEMSEIN  FEHNKIE
VEEZEE®  UEEREHS
R B AR ERTT Z R R MR
RITIRRIR BB E R - B
VEELZEEKENENMNES
$£1,050,000/ 7T - EFHWEHR T
CEBIENR_ZEE_FN\AH
Mz smeE4x - AR
HERRN ST _F RS
HR=ZZTZT—F22,030,067457T
F& %= 1,290,666/ JT ©

Included in directors’ remuneration were fees of HK$2,987,315* (2002:
HK$1,290,666) paid and payable to the independent non-executive directors in
respect of the year.

* The increase in directors’ fees was mainly attributable to the set up of the
Independent Board Committee to consider the terms of acquisition of the
Bank offered by Fubon Financial and make recommendations to the
shareholders of the Bank. Members of the Independent Board Committee are
entitled to remuneration of HK$1,050,000 in aggregate. The remaining
difference in directors’ fees resulted from a change in remuneration
arrangements in August 2002 which had the effect of reducing the fees
accrued in 2002 to HK$1,290,666 from HK$2,030,067 in 2001.
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HEME @
DIRECTORSy REMUNERATION (continued)

by NREBESEZMEBEMASKSMH (b)) The number of directors of the Bank whose total remuneration fell within the

W following defined bands are as follows:
A
The Group
—BE=HF C—"TIT_F
2003 2002
& — 1,000,000/ 7T HK$nil - HK$1,000,000 7 8
1,000,0017% 7T — 1,500,000/ 7T HK$1,000,001 — HK$1,500,000 1 0
5,500,001 7T — 6,000,000/ 7T HK$5,500,001 — HK$6,000,000 0 1
6,000,001 7T — 6,500,000 7T HK$6,000,001 — HK$6,500,000 1 0
12,500,001/ 7T — 13,000,000/ 7T HK$12,500,001 — HK$ 13,000,000 1 1
I I v A\ &

INDIVIDUALS WITH HIGHEST EMOLUMENTS

(@) REBEFM&Z= 250 ALTH 24 (@) Among the five individuals whose emoluments were the highest in the Group,

T _F ) AKBITZE two (2002: two) were directors of the Bank whose emoluments are disclosed in
E-EFMERWE7EE  #T Note 7. The aggregate emoluments of the remaining three (2002: three) highest
FHER 23 (ZEZT=F : 3u) paid individuals were as follows:

ATZBEBENAT :
RE
The Group
—E2B=f _—ZTT_F
2003 2002
TE T FAT
HK$'000 HK$'000
[ % I H 2 b Basic salaries and other allowances 8,504 7,814
RRET B K Contributions to pension scheme 774 623
B4 Bonuses 1,879 1,863
11,157 10,300
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INDIVIDUALS WITH HIGHEST EMOLUMENTS (continued)

(b) AEEFMZRS M (TR _F
M) FEFREZMESBBEARRD

(b) The number of the three (2002: three) highest paid non-director employees of the

Group whose total emoluments fell within the following bands are as follows:

BT
RE
The Group
—E2z=F _—TIT_F
2003 2002
TET FATT
HK$'000 HK$'000
2,500,001 7T — 3,000,0007% 7T HK$2,500,001 — HK$3,000,000 0 1
3,000,001 7T — 3,500,0007% 7T HK$3,000,001 — HK$3,500,000 1 0
3,500,001 7T — 4,000,0007% 7T HK$3,500,001 — HK$4,000,000 1 2
4,000,001/ 7T — 4,500,000/ 7T HK$4,000,001 — HK$4,500,000 1 0
B R B R R A 4 o
CHARGE FOR BAD AND DOUBTFUL DEBTS
wE
The Group
—E2=F _—TIT_F
2003 2002
TET FATT
HK$'000 HK$'000
—REES General provision
—E5F% (Kfat19) — Trade bills (Note 19) 3 30
—-BFEX (K:20) — Advances to customers (Note 20) (3,310) (37,846)
(3,307) (37,816)
FRIEEE Specific provision
- BFERZFIEES — Net specific provision on advances
EEE (ffE20) to customers (Note 20) 190,020 376,791
186,713 338,975
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PROVISION FOR INVESTMENTS AND ASSETS ACQUIRED UNDER

LENDING AGREEMENTS
RE
The Group
—BE=HF —FTT-F
2003 2002
TE T FET
HK$°000 HK$'000
&R B & R [ Write back of impairment loss
on investments 0 (3,471)
BIEER B &S Provision for assets acquired under
EECBE lending agreements 71,463 35,734

71,463 32,263

11_&%#%#%%%%%#2%%%%@
GAINS LESS LOSSES FROM DISPOSAL OF NON-TRADING SECURITIES

RE
The Group
—BE=HFf C—ZTT-F
2003 2002
TE T FAET
HK$°000 HK$'000
BIHAE R E R ER Realisation of revaluation surplus/(deficit)
BHAER(BR) 285 previously recognised in revaluation reserve
(Bt7#31) (Note 31) 2,210 (3,854)
E AN EF R Net gain arising in current year 88,686 174,209
90,896 170,355
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12 7
TAXATION

RE
The Group
—E2z=F _—TIT_F
2003 2002
TET FA T
HK$°000 HK$'000
WHIE - BAFISBER" Current tax — Provision for Hong Kong
Profits Tax*
FAFIA Tax for the year 13,698 5,053
BEFEZER/(B%)EHE Under/(Over)-provision in respect of prior years 1,914 (8,523)
15,612 (3,470)
iR E R 1E Deferred tax
EREMEEE4REMD Origination and reversal of temporary
differences (3,534) 4,894
R — A — B BB R 0 ¥R TR 18 Effect of increase in tax rate on deferred tax
B E balances at 1 January (499) 0
(4,033) 4,894
FTi5fi % 48 58 Total income tax expense 11,579 1,424
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1 Pl IH ()

TAXATION (continued)

BIEX BB AR E A E 2B

Reconciliation between tax expense and accounting profit at applicable

FI 2 # R tax rate
INEE
The Group
—BE=HF C—TIT_F
2003 2002
FET FAET
HK$°000 HK$'000
% 154 Bl 4 A Profit before taxation 149,717 221,868
FiAR N 2 mEtBi1E - LB RDA Notional tax on profit before tax, calculated
HERAZERTEGFE at the rates applicable to profits in the
tax jurisdictions concerned* 26,201 35,499
IEEFRMBRAZHIELE Tax effect on non-taxable revenue (18,709) (26,554)
JERTHMIR T B2 BB 2 Tax effect on non-deductible expenses 2,672 1,002
M — A — B AR R 0 E T IE Effect of increase in tax rate on deferred tax
EH e E balances at 1 January (499) 0
BEFEZHEKR/ (B%)EHE Under/(Over)-provision in prior years 1,914 (8,523)
EEHESY Actual tax expense 11,579 1,424

*

REZFE=F=F  EBBFEMK
EFEBEEEERZFRFHA16%
HIME1I7.5% - EHEECREE_—F
E=FEAREEHEHRERIIAKE
Ao —EE=FEZEENNEHEE

FoF  16%) i H -

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 financial

statements. 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.
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1 3 DIVIDENDS

I BB K Ko ik 3

Dividends declared and proposed

rE
The Group
—E2z=F _—TIT_F
2003 2002
THERT T T
HK$'000 HK$'000
Tk EP HAR% B 5 1% 4.00(L Interim dividend declared and paid of
(_ =T ZF : 4.001L) 4.00 cents (2002: 4.00 cents) per share 46,886 46,886
FAE 5k B E26.00(L Special dividend declared during the year
(ZZZ=F : |) of 26.00 cents (2002: Nil cent) per share* 304,762 0
RNHIRR B tﬂiim Final dividend of Nil cent
(ZZEZ_F - RZZZE=F (2002: proposed on 25 February 2003,
—A=+HAH Lu&/ % 5 % 8.001L) of 8.00 cents) per share 0 93,773
351,648 140,659

E-VREERFRNEBRIKEZ &S

Dividends attributable to the previous financial year, approved and paid during the year

A% 2
wE
The Group
—BB®=f _"TT_F
2003 2002
TET FATT
HK$'000 HK$'000
—HREFERFABBR Final dividend in respect of the previous
/}fE?éZﬂEHHH 8.3 1% 8.001L financial year, approved and paid during
(ZZZ =4 : 7.001L) the year, of 8.00 cents
(2002: 7.00 cents) per share 93,773 82,051

T=F+-_A+HhBBBE
EREIK_ZTZT=FKHP
ZH%0.26757T - ARG EME
(m%ﬁ$ﬁ THE o)
=F+=—B/NH T 28
)LWQCM@MMMM%D
T o R LR R R B R
#ﬁ%ﬁ%¢$ﬂﬁﬁﬁméc
REZZTZEMNF=-_A+H @ ZFHLR
BB ER - MERFHRKRES K
304,761,600 TER =M F =
B+RNBIRM ©

0%

TR o I S N & 4 SR
H‘?ﬁﬁ%ﬁfm}%w

w_4w||§%am|

A Board resolution was passed on 19 December 2003 to declare a special interim
dividend for 2003 of HK$0.26 per share subject to the satisfaction (or, if
applicable, waiver) of the Relevant Pre-Conditions (as referred to in the joint
announcement dated 6 December 2003 made by the Bank and Fubon Financial).
This special interim dividend is not recognised as a dividend payable in these
financial statements. On 10 February 2004, these Pre-Conditions were satisfied
and the special interim dividend totalling HK$304,761,600 was paid on 16
February 2004.
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141ﬁ&%ﬂ
EARNINGS PER SHARE

BRAEMTDEF AR R E GG R
138,138,000 T (=TT —F (W)
220,444,000 7T) RN FANBEITE B
B& 5 1,172,160,0008% (=T F = F
1,172,160,0000%) &+ & o $R1T I &AL
AR BARE - BifE sk A] e R AR
BEUABRHERABFEXNEE L -

1 e S A i A

Earnings per share are calculated on profit attributable to shareholders of
HK$138,138,000 (2002 (restated): HK$220,444,000) and on 1,172,160,000 (2002:
1,172,160,000) ordinary shares in issue during the year. There are no convertible loan
capital, options or warrants outstanding which would cause a dilution effect on

earnings per share.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

R EGEGRE mH BEE T ARITHS
RERA M 2% 111,260,000 7T (=

TE_F (FR) : 211,138,000 7T) ©

The consolidated profit attributable to shareholders includes a profit of HK$111,260,000
(2002 (restated): HK$211,138,000) which has been dealt with in the financial

statements of the Bank.
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5y B R

16

SEGMENT REPORTING

DEEBEMTIRBAREENER MR K D
BiRE INEBE 2 2MEBARBLE
TEEEE-REA - EBOBARRE
RERAFEIA -

RBITREMBAR 2 EBEBKRRT
RERBE MR

TEHERTEBIZBETERTE
% HBRHERBRERARER - F
ERTEBIERRBFRPORY - &
ERBREMEERLER - ABREER
BEELARMBERE  EWREMHE
BEHEAVRMEE - GERAREBERER
FR#EEERBREERYE -

CERTEBRELSBE  REEX
REMPEREER -

BRERITEHBEZERELARITER -
EREE  BUEAERRBRRSE

BB R E) BIRINE R 5 IRHE K A7 KA R
E2hRASERE EHFXFHEHERE -
RERERERBEERTHETRE
EEAREBCERESERE -

MEERZXBEREERHEAEER
EBRREERBHEASIME -

HEt R ARMNIER T EBEDRER
B BRRETE  BHENIEE
B R H bR RS B D BN T B
EE

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 substantially all of the Group’s business is attributable to a single geographical
segment, Hong Kong.

The Bank and its subsidiaries are principally engaged in the provision of banking and
related financial services.

Consumer Banking mainly comprises the retail banking, hire purchase and credit card
businesses. Retail banking mainly comprises deposit account services, residential
mortgage and other consumer lending. Hire purchase lending includes both personal
and corporate equipment, auto and other consumer leasing contracts and lending.
Credit card business comprises merchant acquiring and provision of credit card
advances.

Corporate Banking business covers trade financing, syndicated loans and other
corporate lending.

Investment Banking activities mainly comprise private banking activities, securities
brokerage, unit trusts and insurance services.

Treasury activities are mainly the provision of foreign exchange services and centralised
cash management for deposit taking and lending, management of trading securities,
execution of management’s investment strategies in money market investment
instruments and the overall funding of the Group.

Real Estate is responsible for the management and orderly realisation of the Group'’s
repossessed properties and properties acquired under lending agreements.

Unallocated items mainly comprise the central management unit, management of
investments in securities, premises and property management and other activities
which cannot be reasonably allocated to specific business segments.
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1 FIEER @)
SEGMENT REPORTING (continued)

A%
The Group
SEHE CHEER K2R
7 LEBRS REST £% -1

Consumer ~ Corporate  Investment b “Real ‘ARHBEK Inter-segment B3

Banking  Banking  Banking  Treasury Estate ‘Unallocated  Elimination Consolidated
- 43 2003 TEn TEn TEn TEn TEn T T T

HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000
REMRERHEMA Interest income from extemal customers 543,056 95,460 U5 R 0 8,594 0 947,786
BTIREPHEL Interest expense to external customers (2539200 (2673) (22605  (38848) 0 (1,767) 0 (38387)
EXBUA Inter-seqment income 279,548 0 20918 0 0 0 (300466) 0
23 S Inter-seqment expense (45549)  (18398) 0 (199875  (13431) (3200 300466 0
FHERA Net interest income 523,135 50,330 25,867 34,39 (13431 (16,380) 0 60391
RENREPABEERT Other operating revenue from extemal customers 84,382 14111 56,961 35,552 12,293 7507 210,806
ExEad Inter-seqment revenue 0 0 0 0 0 35,153 (35,153) 0
ERRAS T Fees and commission expenses (596) (1) (1,354) (6,327) 0 (530) (8,879)
AfrEERA Other operating income 83,786 14,039 55,607 29,225 12,093 4,130 0927
BEMA Operating income 606,921 64,369 81,474 63,624 (14 25750 805,341
BELH Operating expenses (266,420) (37,934) (46,518) (34,262) 0 (103,710) (488,844)
BEBTl Inter-segment expenses (31,186) (1,041) (2.263) (663) 0 0 35,153 0
BEERYANEE Operating profitloss)

#5/ (B before provisions and gains 309,315 25,39 32,69 28,699 (1140)  (77.960) 316,997
BERREEE Charge for bad and doubtful debts (163616)  (20,056) (2.229) 0 0 (816) (186,713)
REETBEMGER Provision for assets acqired

LEE under lending agreements 0 0 0 0 (71,463) 0 (71463)
HEHFEEERE (s les loses from disposal of

ERlREER non-rading securites 0 0 0 90,89 0 0 90,89
RHaEH/ (88) Profitoss) before taxation 145,699 5338 0468 11959 (12601 (78,776) 149,717
it Income tax 0 0 0 0 0 (11579) (11579)
REERE/ (BB) Profit{Loss) attrbutable to shareholders 145,699 5,338 0468 119595 (72607 (90355) 138,138
BESM-NE Operating expenses - depreciation (14,670) (162) (3.455) (1,682) 0 (34,950) (54,919)
ABEE Seqment assets 11656153 3507048 1260931 19,889,104 557,792 36,961,028
AABEE" Unallocated assets* 927,780
BEE Total assels 37,888,808
EV -l Seqment labilties 24699838 273794 2653525 3893297 0 33,084,584
AABEE" Unallocated liabilties* 120,053
a8 Totalliablfies 34,104,637
EEREARR Capital expenditure incurred during the year 7308 25 79 12,460 0 281
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1 SSIEER @)
S EGME NT RE PORTING (continued)
A5H
The Group
SERE "NEEE 337
B LERT REEM 25 13
Consumer ~ Corporate  Investment & “Real ‘RABEH  Interseqment BE
Banking Banking Banking Treasury Estate  “Unallocated  Elimination ~ Consolidated
“%35-f 2002 Thn Thn Thn Thn Thn Thn Thn Thn
HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS000  HK$'000

RENREFHEMA Interest income from external customers 638870 153529 780 275650 0 11819 0 1,107,708
BINREPAER Interest expense to extemal customers (286407 (704 (1873 (56,360) 0 (3439) 0 (401986
BRBAA Inte-segment income 283,033 6,016 9411 0 0 N7 619,19 0
BEBRH Inte-segment expense (14199) (55048 0 (7mam) (1257 0 3191% 0
FHERA Net interest income 561,297 67453 18514 N3 (151 /0 0 70572
RENREPAMEERT Other operating revenue from external customers 82,799 14622 52477 14067 8799 10613 183377
EXBR Inter-seqment revenue 0 0 0 0 0 13,494 (43494) 0
GRS Fees and commission expenses (209) (%) (942) (52) 0 (6,301) (9.483)
HfpEBUWA Other operating income 80,707 14526 51,535 14015 8799 47806 173894
BEHA Operating income 642,004 81,979 70,049 55,928 3773 76,923 879,616
BEZL Operating expenses (4789) @745 G703 (123%3) 0 (89569 (456,865
BEBRH Iner-segment expenses (4209 (138 (7104 (776) 0 0 B 0
ARRANLE Operating profit{oss)

i/ (58 before provisions and gains 332,946 33,183 30242 42,79 B73)  (1264) 0,751
SRRRERE Charge for bad and doubtful debts (285205 (51488 8 15 0 (2,415 (338975
RARBRESTRAMGEE Provision for investments and assets acquired

Vi under lending agreement 0 0 0 0 (35,734) 3471 (32263)
LEFFEESRGLL Gains less osses from disposal of

FFNRHEE non-trading securites 0 0 0 17035 0 0 170355
RiaEH/ (BE) Profit(oss) before taxation 4774 (18.305) 0330 213199 (39507) (11,59 21,868
iE 3 Income T 0 0 0 0 0 (1.424) (1424)
REEHEH/ (FB) Profit(Loss) attributable to shareholders 47741 (18.305) 3030 21319 (39507)  (13014) 200444
BEuh-fE Operating expenses - deprciation (16,087) (8 6% (577) 0 (80 (53,606)
FHEE Segment asses 10600813 4070484 943893 14906634 668837 31,190,661
AABEE Unallocated assets’ 113273
BEE Total asets 32313934
ZHeE Segment liablities 18855759 1767603 1318640 6379727 0 2832179
AABEE Unallocated liablities* 2481
Bag Totalliabltes 28,546,550
ERNERRR Capital expenditure incurred during the year 13873 5327 1,235 19,509 0 39,944
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1 o EHE R )

SEGMENT REPORTING (continued)

RO BEREIZERERRESE
EZMBKA - ZEESRBEEE
% BEIRBERRBEMEWA
REGHX - EIFERME@FE
iﬁ=u&“%$ﬁm%ﬁ%‘%
i RERREBENBEBAINE -

# HEZTTE-FR_FTT_F+=
A=+—BLFE ARFEARNIR
BERMESUEBETE
S EEREBEAEE -

& 15 2 18
BEEHSEZERMSITRBENEARZ
FTEEBAEMT - RASTREEE
B BEARZABITHINE - BF
NERBEME TUERE REEZZT
T=FR-FE_F+_A=+—HIE
FE - ANEEZHEEERARKREA
i ¥ R R B BB A SRITHI R A 7]
ROTTARZEEMESE - NETER
%M E ERMNBBKELIUNEE S
B AR REARE @ MEBHEE
RBHAMRBAUIN AR RE) A
AREARSE -

8 Unallocated items mainly comprise interest income derived from shareholders’ funds
not used by the business segments, staff housing loans and the related interest income
and funding costs, staff deposits and the related interest expenses and the head office

premises, furniture, fixtures and equipment and the related depreciation.

*  The losses for the year ended 31 December 2003 and 2002 incurred by Real Estate
were mainly caused by the decline in value of the properties acquired under lending

agreements during the year.

Geographical segments

The geographical segmental analysis is based on the locations of the principal
operations of the subsidiaries or on the location of the branches of the Bank
responsible for reporting the results or booking the assets, the location of customers
and the location of assets. For the year ended 31 December 2003 and 2002, all of the
Group's operating income and profit before taxation were generated by assets booked
by the principal operations of the branches and subsidiaries of the Bank located in
Hong Kong. More than 90% of assets were either located in Hong Kong or were
extended to companies and individuals domiciled in Hong Kong. The balance of the
assets were extended to companies and individuals domiciled outside Hong Kong,
mainly in China.
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1 7 ?H%%’?TERM FUNDS

rEHE AR
The Group The Bank
—82=f _—TT-F CZBB=E _“—TT_F
2003 2002 2003 2002
TER THET TR THET
HK$'000 HK$'000 HK$'000 HK$'000
FIIREME M S REEER Balances with banks
and other financial institutions 318,340 153,055 317,990 152,547
BAREHRER Money at call and short notice* 6,156,206 6,395,418 6,156,206 6,395,418
BES (BREIEESER) Treasury bills (including
Exchange Fund Bills) 626,515 5,568,065 626,515 5,568,065
7,101,061 12,116,538 7,100,711 12,116,030
* RHEREHFEZAZNEEGRSE— ¥ Money at call and short notice represents deposits of up to a maximum of 1-month
BMABRNEZER maturity from the balance sheet date.

FEE R R R ARRIE T - 3 Treasury bills are issued by central governments and central banks and are unlisted. The

BIEEMIER BHEBEEASZSAT ¢ analysis of treasury bills is as follows:

TEBRAERIT
The Group and the Bank
—EE=F —TT-F
2003 2002
TET FATT
HK$°000 HK$'000
B Treasury bills

—EEERS — Trading 626,515 1,699,190
—JFEEEERS — Non-trading 0 3,868,875
626,515 5,568,065
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1 7 Y &EE @
SHORT TERM FUNDS (continued)

N FBESREEHEAKNRIRRIEA
ZRGHBRE D 2 HERARNT

The maturity profile of treasury bills included above and analysed by the remaining
period at the balance sheet date to the contractual maturity date is as follows:

AEBRART
The Group and the Bank
—BT=F Z—TT-F

2003 2002
TE T FAT
HK$'000 HK$'000

={& A AR M AR R BB AR 3K 3 months or less but not
repayable on demand 626,515 5,221,050
—FEUTHE=@AMNE 1 year or less but over 3 months 0 347,015
626,515 5,568,065

1 — 2+ 8 A B 2 84T [ 3E K
PLACEMENTS WITH BANKS MATURING BETWEEN ONE AND

TWELVE MONTHS

BREEBESNIAZIHB 2 RRHR
o 2 HRAR

The maturity profile analysed by the remaining period at the balance sheet date to the
contractual maturity date is as follows:

AEBRART
The Group and the Bank
—2T=F Z—TT-F

2003 2002

TERT FE T

HK$°000 HK$'000

“EANTHE—@EANRE 3 months or less but over 1 month 1,525,929 558,358
—FEUTH=@AMNE 1 year or less but over 3 months 0 176,672
1,525,929 735,030
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TRADE BILLS LESS RESERVES AND CERTIFICATES OF DEPOSIT

AEBRARIT
The Group and the Bank
—¥¥=F —TET_F

2003 2002
TET FATT
HK$'000 HK$'000
BEHER Trade bills 13,195 13,900
o —RREE Less: General reserves (94) (91)
13,101 13,809
FHRE Certificates of deposit
—3ELETW  EREEERE — unlisted, non-trading 378,936 277,411
392,037 291,220
LEEREAATRRE R 2 F& IR The maturity profile analysed by the remaining period at the balance sheet date to the
2D 2 HAR 48 7 - contractual maturity date is as follows:

AEBRARIT
The Group and the Bank
—E2z=F _—TIT_F

2003 2002
TET FATT
HK$°000 HK$'000

=EATH 3 months or less but not
ERARER repayable on demand 37,153 43,900
—FATHE=M@AMNE 1 year or less but over 3 months 171,174 153,425
RAELATHE—FNUE 5 years or less but over 1 year 183,804 93,986
392,131 291,311
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TRADE BILLS LESS RESERVES AND CERTIFICATES OF

DEPOSIT (continued)
BB —RRIREFES : Movements in general reserves for trade bills:
AEBKARERIT
The Group and the Bank
—EZ=F Z—ZZTT-F
2003 2002
FET FAET
HK$'000 HK$'000
w—A—H At 1 January 91 61
FRFE (BaE9) Charged during the year (Note 9) 3 30
®n+=—A=+—8 At 31 December 94 91
2 O %5 B K0 e A
ADVANCES TO CUSTOMERS LESS RESERVES
A5H AR
The Group The Bank
“EZ=f C—ZTT-F C"EE=F CZTT-F
2003 2002 2003 2002
TER AT TER FTEL
HK$'000 HK$'000 HK$'000 HK$'000
REER Advances to customers 15,768,144 15,161,583 13,306,051 12,783,264
RIREE Reserves for doubtful debts
——# — General (126,145) (129,455) (106,463) (108,091)
— K7l - Specific (75,567) (70,699) (54,282) (46,161)

15,566,432 14,961,429 13,145,306 12,629,012
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PR ER )

\®,
-
>

DVANCES TO CUSTOMERS LESS RESERVES (continued)

BRFTAZIH A 2 R HR

The maturity profile analysed by the remaining period at the balance sheet date to the

contractual maturity date is as follows:

S K17
The Group The Bank
“2E=F C"TT-F CZBEZF C"IZTT_F
2003 2002 2003 2002
TER TAT TER TAT
HK$'000 HK$'000 HK$'000 HK$'000
BNEF B K Repayable on demand 741,875 1,003,297 733,788 992,554
=@ AR 3 months or less but not
EEAEER repayable on demand 2,023,311 1,703,514 1,692,906 1,389,195
—FENTH=Z@AN L 1 year or less but over 3 months 1,940,298 1,838,818 1,145,182 1,070,302
AEUATHE—EMNE 5 years or less but over 1 year 4,352,069 4,722,613 3,304,785 3,757,959
BBAF Over 5 years 6,300,559 5,583,238 6,097,640 5,341,399
EXHBHY Undated 410,032 310,103 331,750 231,855
15,768,144 15,161,583 13,306,051 12,783,264
BEEH Y —MRIREEEE Movements in general reserves for advances to customers:
x& KT
The Group The Bank
SRE¥=F  -TE-F  CRRSF -BT-F
2003 2002 2003 2002
TER TAT TER TAT
HK$'000 HK$'000 HK$'000 HK$'000
n—A—H At 1 January 129,455 167,301 108,091 167,301
FREE (f#9) Written-back during
the year (Note 9) (3,310) (37,846) (1,628) (59,210)
®R+-—A=t+—H At 31 December 126,145 129,455 106,463 108,091
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2 O % PR ES @)

ADVANCES TO CUSTOMERS LESS RESERVES (continued)

BEPERZFRIRIRER

5z

& -

Movements in specific reserves for advances to customers:

A5H AR
The Group The Bank
“EZ=f C—ZTT-F C"EE=F CZTT-F
2003 2002 2003 2002
TER FTEL TERT FTEL
HK$'000 HK$'000 HK$'000 HK$'000
R—A—H At 1 January 70,699 178,620 46,161 170,850
RaRERRFFRE Net charge to income statement
—EEES — New provisions charged 201,429 397,080 168,971 344,285
—-EEERD — Provisions released (11,409) (20,289) (7,700) (20,068)
190,020 376,791 161,271 324,217
RBEEE DMK Recoveries of advances written
EHZ M off in previous years 9,612 12,561 5,903 12,340
il Amounts written off (194,764) (497,273) (159,053) (461,246)
R+=—A=+—-H At 31 December 75,567 70,699 54,282 46,161
FEBRIRES : Movements in interest suspended:
A5H AR
The Group The Bank
“EZ=f C—ZTT-F C"EE=F CZTT-F
2003 2002 2003 2002
TER FTEL TERT FTEL
HK$'000 HK$'000 HK$'000 HK$'000
R—A—H At 1 January 34,257 93,497 34,257 93,497
FRNH S BIR Interest suspended during the year 6,805 510 6,086 510
F 5 B R #0R Suspended interest written off (7.177) (59,750) (7177) (59,750)
R+=—A=+—-H At 31 December 33,885 34,257 33,166 34,257
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20 %P SR AES @
ADVANCES TO CUSTOMERS LESS RESERVES (continued)

N EBIRHF IR 2 EPEFERE (T
BITEHER]D :

TRITAENEFHREERCREZE
MEBBBARBRITAEA AR MER
mr

Total advances on which interest is being placed in suspense or on which interest

accrual has ceased (“Non-performing advances”):

The non-performing advances, together with the aggregate amount of specific

reserves held and amount of collateral held in respect of such advances are as follows:

—EBZHF “TT_F
t=A=t-H TZA=1-
As at As at
31 December 2003 31 December 2002
TET Ak TR BAL
HK$'000 % HK$'000 "%
TEATAEHNE Non-performing advances'
-~ EFERH - Rescheduled 85,631 0.54 8,694 0.06
—Hfty - Others 314,252 1.99 253,698 1.67
399,883 2.53 262,392 1.73
RTAETALEDL Amount of specific reserves held
ZERIEEEE against non-performing
advances 73,138 55,735
RIBITENRE Amount of collateral held in
ZERmEE" respect of non-performing
advances" 301,247 168,516
374,385 224,251
7l B IR Amount of interest suspended 33,885 34,257

. EREPEHRBEZEMLL

i JRERFE

iii.  EETERAEE B A A [E] 2 10,420,000
BT (ZEFZF £ 11,730,000 BL)

i.  Asa percentage of gross advances to customers

ii. — Net of suspended interest.

iii. — Including expected recoveries of HK$10.42 million (2002: HK$11.73 million) from

companies in liquidation.
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2 O % PR ES @)

ADVANCES TO CUSTOMERS LESS RESERVES (continued)

MEHES
RTEPZENEEREREMERA
MEHEREZEBENETERPZA
BERREREFE - 0T —RRH
ZERF HHEUAREZERBERH
HMAEECEERE REBEAERHE
BENER X EHEERESERLRN
FHEAZREDT :

Finance leases

Advances to customers include net investment in motor vehicles and equipment leased
to customers under finance leases and hire purchase contracts having the characteristics
of finance leases. The contracts usually run for an initial period of 3 to 5 years, with an
option for acquiring the leased asset at nominal value. The total minimum lease
payments receivable under finance leases and hire purchase contracts and their present
values at the year end are as follows:

rEHE
The Group
—EE=F —Z2Z—-F
2003 2002
TE T FAET
HK$°000 HK$'000
HEHEENEEE : Total minimum lease payments due:
-—EBA — Within 1 year 998,911 1,072,072
- —FUBRERENUR — After 1 year but within 5 years 1,102,299 993,103
—-RENE — After 5 years 388,093 464,052
2,489,303 2,529,227
1B B R R 2 R R Unearned finance income relating to
EEON future periods (476,341) (547,868)
2,012,962 1,981,359
AIREHES Provision for doubtful debts 0 0
TMrERREE Unguaranteed residual value (2) ()
REEEEHRREE Present value of the minimum
lease payment receivable 2,012,960 1,981,357

Y AREBECHAHERA B2 ENER
AlEFE o

*  All finance leases of the Group are handled by a wholly-owned subsidiary.
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2 O %P SR AES @
ADVANCES TO CUSTOMERS LESS RESERVES (continued)

BRI IRAEE IR EENERAR : The maturity profile of the present value of the minimum lease payments before

provisions is as follows:

RE

The Group
—EE=F —TT-F
2003 2002
TET FATT
HK$’000 HK$'000
—F R within 1 year 832,041 882,150
—FARBRERFUA After 1 year but within 5 years 922,313 804,650
A F AR After 5 years 258,608 294,559
2,012,962 1,981,359

76

INTERNATIONAL BANK OF ASIA LIMITED B ANNUAL REPORT 2003




S 2 o B e
NOTES TO THE FINANCIAL STATEMENTS

2 R RUER N P A B
INCOME TAX IN THE BALANCE SHEET

(@ DRIREBEEBEBERIEMEKRHE (3 Current tax receivable and payable included in “Accrued interest and other

MmEE | RI[HMEB LXaE] 5k accounts” and “Other accounts and liabilities” respectively in the balance sheets
2 35 W T TR B e SR R AR represent:
xE KR
The Group The Bank
“22=f _"TT_F CZBBZF _"ITIT_F
2003 2002 2003 2002
TET TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000
FRZEBNGEHER Provision for Hong Kong Profits
Tax for the year 13,698 5,053 0 67
ENEHFEH Provisional Profits Tax paid (4,822) (7,629) 0 (4,622)
8,876 (2,576) 0 (4,555)
EBEFETGETEEL S Balance of Profits Tax provision
relating to prior years (5,647) 300 (3,881) 0
3,229 (2,276) (3,881) (4,555)
% : Representing:
BEBNEHRE Hong Kong Profits Tax
Recoverable (5,736) (4,608) (3,881) (4,555)
BRNEHER Provision for Hong Kong
Profits Tax 8,965 2,332 0 0
3,229 (2,276) (3,881) (4,555)

AU E R EAFIIE R REEFT RN —FA)E  The amount of taxation recoverable and payable is expected to be settled within 1

= o year.
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2 R RER N P A B
INCOME TAX IN THE BALANCE SHEET (continued)

(o) KERZELEHREERBIE

BEREFHBREERBBEOIREERER
[EEMEREMmRR I RIEAMIKRE &
BEIAAR - RERZBEFIAEE
/(BB 2 ERBHRFRZESHMOT

(b) Deferred tax assets and liabilities recognised

Deferred tax assets and liabilities are included in “Accrued interest and other

accounts” and “Other accounts and liabilities” respectively in the balance sheet.

The components of deferred tax assets/(liabilities) recognised in the balance sheet

and the movements during the year are as follows:

558 THE GROUP
Fitelo] ] ENER E2o] 3
fENFE EEEA 2 EERR
2R THEE -RER LREEM
Depreciation ~ Defined  General Revaluation EZEE
allowancesin ~ benefit  reserves HEE#® o non- Revaluation
excess of related  scheme for Tax trading of ag
depreciation assets loan losses losses  securities  premises Total
Tér TEr ThEx TExr  TEzr AT ThEn
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
W-2F-%£-A-A(EH) At1 January 2002 (restated) (13811)  (2650) 26778 0 2916 (7238) 5975
GelExe (xH) (Charged)/credited to consolidated
Va1 income statement (443) 0 (6,050) 1479 0 120 (489%)
R (Hi31) Credited to reserves (Note 31) 0 0 0 0 368 0 368
RZEE-E+-A=1-H(EH) At 31 Decerber 2002 (restated) (14254)  (2650) 20728 1479 3284 (7138) 1449
W-2F=%£-A-A(EH) At1 January 2003 (restated) (14250)  (650) 20728 1479 3284 (1138) 1449
GelExe (xH) (Charged)/credited to consolidated
Va1 income statement 2316 (249) 1,365 470 0 131 4,033
RERL (W31 Charged to reserves (Note 31) 0 0 0 0 (3864) (670)  (4534)
R-ZE=F+-A=1-H At 31 December 2003 (11,938)  (2899) 22,093 1,949 (580)  (7.677) 948
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2 o R AR N P AR
INCOME TAX IN THE BALANCE SHEET (continued)
S i THE BANK
BRAEE ENER k5t
FENAE REEA Z EERR
4HE HUEE -RRE LREEM
Depreciation  Defined  General Revaluation FEiEE 1
allowancesin  benefit  reserves HEEE  of non- Revaluation
excess of related  scheme for Tax  trading of 3
depreciation assets loan losses losses ~ securities  premises Total
Thr TEx TEr TEx  TEr  TEx  TEn
HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
RZZZ2-5-f-H (Z%) At 1 January 2002 (restated) (13123) (265 26778 0 2916 (1258 6663
BARERZ (3H) /#E (Charged)/credited to
income statement (416) 0 (9,468) 1479 0 120 (8,285)
BIRER (W:31) Credited to reserves (Note 31) 0 0 0 0 368 0 368
RZZFFT-A=T-H(EH) At 31 December 2002 (restated) (13539) (6500 17310 1479 3284 (713%)  (1.254)
RZZ2=£-A-H (Z%) At 1 January 2003 (restateq) (13539)  (2650) 17,310 1479 3284 (1138)  (1.254)
BARERZ (3H) /#E (Charged)/credited to
income statement 2,388 (249) 1338 470 0 131 4,078
BlET (&31) Charged to reserves (Note 31) 0 0 0 0 (3864) (670)  (4534)
R-EE=%+-A=1—H At 31 December 2003 (11,151) (2899) 18,648 1,949 (580) (7,677) (1,710)
S 3 RRT
The Group The Bank
Z2E=f C"TT_F CZBEZF C"ET_F
2003 2002 2003 2002
TER TET TER TET
HK$'000 HK$'000 HK$'000 HK$'000
REEEBRABRZELHEEES S Net deferred tax asset recognised
on the balance sheet 2,722 2,789 0 0
REEABRABRAZELEHAEARER Net deferred tax liability recognised
on the balance sheet (1,774) (1,340) (1,710) (1,254)
948 1,449 (1,710) (1,254)
(0 AEHERZELEHREEERARE (c) Deferred tax assets and liabilities not recognised

AEER=TE=F+=A=+—
HARBEERREER ELEHIAE
F&’E\1ﬁ(—7 7—£‘£ E) °

The Group has no material unrecognised deferred tax asset and liability as at 31

December 2003 (2002: HK$Nil).

ANNUAL REPORT 2003 M INTERNATIONAL BANK OF ASIA LIMITED 79



S 2 S oA B e

NOTES TO THE FINANCIAL STATEMENTS

2 INVESTMENTS IN SECURITIES
& ARAT
The Group The Bank
SRE¥=F  -TEF-F  CRRSF -BT-F
2003 2002 2003 2002
TET TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000
FRFEERENES 2 ATE Non-trading securities at fair value
BB H Debt securities
—-REBLEM ~ Listed in Hong Kong 0 449,685 0 449,685
—REBIN LT ~ Listed outside Hong Kong 1,622,266 0 1,622,266 0
— Lk ~ Unlisted 8,939,767 1,279,277 8,939,767 1,279,277
10,562,033 1728962 10,562,033 1,728,962
B Equity shares
—-REBLEM — Listed in Hong Kong 40,559 31,094 40,440 30,908
o sk} ~ Unlisted 20,110 20,941 20,110 20,941
60,669 52,035 60,550 51,849
NG Sub-total 10,622,702 1,780,997 10,622,583 1,780,811
REEERRNRES ZATE Trading securities at fair value*
- BBES ~ Debt securities 98,633 7331 98,633 7,331
BiE Total 10,721,335 1,788,328 10,721,216 1,788,142

* RBEEERABNESEMRIELTA
B ITHRERBET -

*  Trading securities are all unlisted, and are issued by public sector entities.
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BHEEE @

2

INVESTMENTS IN SECURITIES (continued)

FERHER B MR RE 7 B A T ETT

The non-trading securities are issued by:

A5H RRT
The Group The Bank
“2E=F C"TT_F CZBEZF C"ET_F
2003 2002 2003 2002
TER TET TER TET
HK$'000 HK$'000 HK$'000 HK$'000
R BT Central governments and
R R R central banks 8,536,000 449,685 8,536,000 449,685
N Public sector entities 936,496 455,779 936,496 455,779
AT RE A Banks and other
TRIKE financial institutions 743,839 476,772 743,839 476,772
oS Corporate entities 406,367 398,761 406,248 398,575
10,622,702 1,780,997 10,622,583 1,780,811
REEREASXEIRAEIER 2 AR The maturity profile of debt securities analysed by the remaining period at the balance

#H
Eln 2 BEHEFHHRAR

sheet date to the contractual maturity date is as follows:

AEBRAKRT
The Group and the Bank

—BE=HF C—"TIT_F
2003 2002
TE T FAET
HK$'000 HK$'000

=EARALATR 3 months or less but not
M 4 7= BB 48 3R repayable on demand 171,846 241,977
—FEUTH=@AMNE 1 year or less but over 3 months 337,034 476,212
FELATHE—FE* 5 years or less but over 1 year* 9,288,803 771,038
A aF Over 5 years 829,524 211,307
AR B E Undated 33,459 35,759
10,660,666 1,736,293

¥ RAFHATNME-FAREZEHESFAE
EERBREEBRMNIIEESESE K
6,591,670,000/ 7T (Z =T = F :
449,685,000 7T) * A fEF FIERITIE
BRHESSMEEREEZRRE
ERRERETES °

Included in the debt security portfolio maturing 5 years or less but over 1 year are

Hong Kong Government Exchange Fund Notes totalling HK$6,591,670,000 (2002:
HK$449,685,000), which can be used to obtain overnight Hong Kong dollar funding
from the Discount Window operated by the HKMA.
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23 L kN S <y
INVESTMENT IN ASSOCIATED COMPANY

AEBERARRIT
The Group and the Bank
—¥¥=F —TET_F

2003 2002

F#&ET FETT

HK$'000 HK$'000

JELEWIRG - KA E Unlisted shares, at cost 5,761 5,761
B Advances 8,947 9,874
B OREEE Less: impairment loss (5,761) (5,761)
8,947 9,874

AIRITHE B EIE 2 B 7L M AKX L Z IBA
Finance Corporation 40% (= =% — 4 :
40%) B EITIRA - e RAlz 2
EBRNFEERBIRHU G LHERT
AR R EREBCE - MARITIEERIRE
RIRERTEENZBE AT ZIRE -

The Bank owns 40% (2002: 40%) of the issued share capital of IBA Finance
Corporation, which is incorporated in the Philippines. The principal activity of the
associated company is the provision of financing and leasing services in the Philippines.
The Bank has not equity accounted for the investments in the associated company in
view of the immaterial amount involved.

24 i Jag 2 /) B
INVESTMENTS IN SUBSIDIARIES

4R AT
The Bank
—EE=F —TT-F
2003 2002
TET FATT
HK$’000 HK$'000
EEMMRG - WA Unlisted shares, at cost 118,505 87,146
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24 B I8 A Fl & )
INVESTMENTS IN SUBSIDIARIES (continued)

EREBWB ARG HARITEERS ©
A—EE=F+_A=1+—HEBKE
RAIZERMT ¢

All principal subsidiaries are directly owned by the Bank. Details of principal subsidiaries
at 31 December 2003 are as follows:

BRTRAR o]
EERA 2R 1E
Issued and fully % of

TREK

Principal activities

paid-up ordinary ownership

share capital interest held

REBEMALREE

BEEBRHEERAA IBA Credit Limited

BEEIR 17 ((53F) B8 2 8 International Bank of Asia (Trustee) Limited

BEERESER AT

BEARESEEBAA

Mars (Nominees) Limited

REBEZMRLREE

IBA Bank Limited IBA Bank Limited

A ERRRMFE20E R SZEMEB L
B YERHAREEZRANR - BRE
EERRTT (EFR) BRARRARAF
o ZEMBRRIGR/MARE -

*  FR - BEBERET(EF) BRA
7 B2 IBA Bank Limitedz & %17 &
e o 3m AR AR 2N 43 51 E8 3,000,000/
7T, 5 10,000 7T 38 hil & 5,000,000/
7T 54,000,000 7T * A& R E R
TE R o AR AN EL A o

IBA Securities Limited

IBA Fund Management Limited

Mars (Nominees) Limited

Incorporated and operating in Hong Kong

Incorporated and operating in Vanuatu

65,000,000 /57T 100% BEXERRHHE
HK$65,000,000 Deposit-taking and finance
5,000,000 7T * 100% =3t
HK$5,000,000* Trustee services
8,000,000/ 7 100% #Rse
HK$8,000,000 Securities broking
8,000,000/ 7 100% EeER
HK$8,000,000 Fund management
200/ 7T 100% RIE AR
HK$200 Nominees services
4,000,000% T * 100% B
US$4,000,000* Finance

All of these are controlled subsidiaries as defined under Note 2(c) and have been
consolidated into the Group’s financial statements. All the subsidiaries are private
companies except for International Bank of Asia (Trustee) Limited, which is a public

company.

*  The issued and fully paid-up ordinary share capital of International Bank of Asia
(Trustee) Limited and IBA Bank Limited were increased from HK$3,000,000 and
US$10,000 respectively to HK$5,000,000 and US$4,000,000 respectively during
the year to comply with regulatory requirements and to increase the capital bases
of these companies.

ANNUAL REPORT 2003 M INTERNATIONAL BANK OF ASIA LIMITED 8 3



S 2 S oA B e

NOTES TO THE FINANCIAL STATEMENTS

2 5 )%E%)%ASSETS

RE THE GROUP
&R
HERZE
Furniture,
E it E fixtures and Pk
Premises equipment Total
FAT FAT FAT
HK$'000 HK$'000 HK$'000
RAR G E Cost or valuation
N-ZEE=F—HF—H At 1 January 2003 1,180,993 339,524 1,520,517
NE Additions 0 22,811 22,811
HE Disposals 0 (913) (913)
R-—ZBE=F+-A=+—H At 31 December 2003 1,180,993 361,422 1,542,415
R E Accumulated depreciation
N-_EE=F—F—H At 1 January 2003 79,896 184,174 264,070
FAITE Charge for the year 13,383 41,536 54,919
HEZER Released on disposal 0 (913) (913)
R-_ZBE=F+-A=+—H At 31 December 2003 93,279 224,797 318,076
IR T F B Net book value
R-—ZBE=F+-A=+—H At 31 December 2003 1,087,714 136,625 1,224,339
R_ZTZE-_F+-_A=+—H At 31 December 2002 1,101,097 155,350 1,256,447
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2 5 Wl € & E (@)
FIXED ASSETS (continued)

4R 1T THE BANK
&AM
HERRE
Furniture,
B E fixtures and wEE
Premises equipment Total
FET FET FAET
HK$'000 HK$'000 HK$'000
BA L E Cost or valuation
R-ZBEE=F—H—H At 1 January 2003 1,144,244 337,861 1,482,105
B Additions 0 22,790 22,790
HE Disposals 0 (913) (913)
R-—EE=F+-A=+—H At 31 December 2003 1,144,244 359,738 1,503,982
Rt E Accumulated depreciation
R-ZBEE=F—H—H At 1 January 2003 77,470 183,184 260,654
FRPE Charge for the year 13,057 41,349 54,406
HE 2R Released on disposal 0 (913) (913)
R-—BE=F+=-A=+—H At 31 December 2003 90,527 223,620 314,147
R R B Net book value
R_ZEZ=F+-_A=+—H At 31 December 2003 1,053,717 136,118 1,189,835
R_ZEZ-_F+-_A=+—H At 31 December 2002 1,066,774 154,677 1,221,451
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2 5 iE K E (@)
FIXED ASSETS (continued)

BHEZFHEKREBESE The net book value of premises comprises:
X&EE ARAT
The Group The Bank
SRE¥=F  -TT-F  CRRSF -BT-F
2003 2002 2003 2002
ik THE  TER T
HK$000 HK$'000 HK$'000 HK$'000
REBZEHME Premises held in Hong Kong
-REMEE ~ Long term leases
(BBET+E) (over 50 years) 847,719 855,115 813,722 820,792
—HHHE ~ Medium term leases
(tEZER+4) (10 - 50 years) 239,995 245,982 239,995 245,982

ETEHMERRBEENR—NNANFE+—
B 2 {5{877,100,0008 T (Z2F — 4 :
77,100,000 7T) st AT RS © #RBdsk
EMBMER  BEEMNEBSENAE
HlE 2 (EETEBAER) 1715 5F 80+
[EHE - B RaRE 2 BERA -
AEEE R ARIRA HEEEEEHE
EFENEENBREHEMEEE -

SINAERERNE G2 FEREES
FEREARSEHEZRABELR
5T

1,087,714 1,101,097 1,053,717 1,066,774

Certain of these premises of the Bank have been included in the financial statements
at their November 1989 valuation of HK$77,100,000 (2002: HK$77,100,000). In
preparing these financial statements, advantage has been taken of the transitional
provisions in paragraph 80 of the Statement of Standard Accounting Practice 17
“Property, Plant and Equipment” issued by the HKSA with the effect that premises have
not been revalued to fair value at the balance sheet date. It is not the Directors’
present intention to revalue the premises in the future.

The net book value of all premises which have been stated in the balance sheet at
valuation would have been as follows had they been stated at cost less accumulated
depreciation:

AEBERARRIT
The Group and the Bank
—E2z=F _—TIT_F

2003 2002

FHExT FE T

HK$'000 HK$'000

R+ BA=+t—BZ2FAEKE Net book value at 31 December 18,123 18,565
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26 SRAT 7] 38 S I Ath < R A A 2 A7 ok I 5 B
DEPOSITS AND BALANCES OF BANKS AND OTHER FINANCIAL

INSTITUTIONS

HESMNFANIHA Z R
REID 2 HRAR :

The maturity profile analysed by the remaining period at the balance sheet date to the

contractual maturity date is as follows:

AEBRAKRT
The Group and the Bank
—BE=HF —TIT_F
2003 2002
TE T FAT
HK$'000 HK$'000
BB 32 3Kk Repayable on demand 1,892 1,778
= A LA HE & TR BN A2 K 3 months or less but not repayable on demand 465,780 328,591
—FEUTHE=@AMNE 1 year or less but over 3 months 7,763 0
475,435 330,369
2 % P A7k
DEPOSITS FROM CUSTOMERS
A5H RRT
The Group The Bank

“EE=§ C-—TT-F CZBB=F —TIT=fF
2003 2002 2003 2002
TET AT TET AT
HK$°000 HK$'000 HK$'000 HK$'000

EERERER Demand deposits and current
accounts 8,548,748 2,805,818 8,548,748 2,805,818
BREER Savings deposits 744,710 613,942 744,710 613,942
AT R Call deposits 1,049,514 811,753 1,049,094 811,333
EHER Time deposits 18,453,447 17,839,294 17,381,677 16,875,137
28,796,419 22,070,807 27,724,229 21,106,230
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2 7 g)ﬁ T/T}\ (4
DEPOSITS FROM CUSTOMERS (continued)

REGHEAWTANEIEE 27 H  The maturity profile analysed by the remaining period at the balance sheet date to the
RE 5 2 BR AR contractual maturity date is as follows:
x5E K17
The Group The Bank
“22=F _TT_F =BT=F _ITIT_F
2003 2002 2003 2002
TET TAT TER TAT
HK$'000 HK$'000 HK$'000 HK$'000
BIRS B X Repayable on demand 10,342,972 4231513 10,342,554 = 4231,093
=R AT &R AE 3 months or less but not repayable
B on demand 17,161,484 16,781,314 16,089,712 15,817,157
—FEUTH=Z@ANE 1 year or less but over 3 months 919,746 965,523 919,746 965,523
RAENTHE—FRE 5 years or less but over 1 year 372,217 92,457 372,217 92,457

28,796,419 22,070,807 27,724,229 21,106,230
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28 B 17 k8
CERTIFICATES OF DEPOSIT ISSUED

BREEBEENIANIHA Z RG]
REID 2 HRAR :

i1

The maturity profile analysed by the remaining period at the balance sheet date to the
contractual maturity date is as follows:

AEBERAKRRIT
The Group and the Bank
—BE=HF C—"TIT_F

2003 2002

TE T FAT

HK$'000 HK$'000

=8 A AT & TR AR 2 K 3 months or less but not repayable on demand 100,000 0
—FEUTH=@AMNE 1 year or less but over 3 months 800,000 0
AEATHE—FNUE 5 years or less but over 1 year 1,751,647 1,810,494
2,651,647 1,810,494

tmﬁﬁﬁﬁmﬁaﬁﬁ ANEFE—
A=+ hB 2zt 8liBEEeT o BIRZE
%-ﬁﬁﬁZ%ﬁA&%ﬁAﬁ#%
SHEE - AR SR ARTER
BSC)OTBEEREREBARRITHRD
m%%‘%&$$ﬁﬁ%%hﬁmm
RERFT e RZZZME=A+xH - 0
NMARITEEREMNE PSR 2 EKRE
I & R AIRIT Z55%M 4 o 7
RBZBEBEARFBEATTBA_STMF
—A+TRBRFANATARTERSEZR
S ERRE o

The above certificates of deposit were issued under a Program Agreement dated 29
January 1997. Under this program, the holders or bearers of the certificates of deposit
were granted put options which allow them to sell their certificates of deposit to the
Bank at their principal amount if ABC ceases to own legally and beneficially at least
51% of the Bank. On 16 February 2004, ABC accepted Fubon Financial’s general offer
and disposed of its 55% equity interest of the Bank. The holders or bearers of the
certificates of depost can exercise their put options within 90 days from 16 February
2004.
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2 Jie A
SHARE CAPITAL

“EEZf S a2
2003 2002
TERT THEL
HK$'000 HK$'000
A TE R Authorised
1,406,592,000f% (ZSZ = : 1,406,592,000 (2002: 1,406,592,000)
1,406,592,0008%) B IR B 178 7T 2 & @R ordinary shares of HK$1 each 1,406,592 1,406,592
BETRBERA Issued and fully paid
1,172,160,000f% (ZS T = F : 1,172,160,000 (2002: 1,172,160,000)
1,172,160,0008%) B IR E B 178 7T 2 & @R ordinary shares of HK$1 each 1,172,160 1,172,160

3 i A i
SHARE PREMIUM

B aEEE 2 EABEECATIERY  The application of the share premium account is governed by section 48B of the Hong

FASBEIEEE o Kong Companies Ordinance.
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3 il #5
RESERVES

rE THE GROUP
EXEORE REEMRRE
Capital  Investment RE R
redemption  revaluation Retained “E
reserve reserve earnings Total
TET TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000
R-ZZEZ-4—-A—H At 1 January 2002
ARG As previously reported 372,000 (18,225) 1,396,119 1,749,894
RIERRIE B 2 S B Prior period adjustment in respect
of deferred taxation 0 2,916 3,059 5,975
5 As restated 372,000 (15,309) 1,399,178 1,755,869
FRBRHERT (ZH) Profit after tax for the year (restated) 0 0 220,444 220,444
FRIEEERGERL Realisation of revaluation deficit of
EMEBER non-trading securities 0 3,854 0 3,854
FRHEEEREES Net change in fair value of non-trading
BERTEEEY securities (6,152) 0 (6,152)
EIEHE (Ki21(b)) Deferred taxation (Note 21(b)) 368 0 368
R EERBRE Dividend approved in respect of the
previous financial year (82,051) (82,051)
AR E R S Interim dividend paid (46,886) (46,886)
RZZE-_F+-RA=1+—H (EH) At 31 December 2002 (restated) 372,000 (17,239) 1,490,685 1,845,446
R-ZZ=%—-Hf—H At 1 January 2003
ARG As previously reported 372,000 (20,523) 1,492,520 1,843,997
RIERRIE B 2 3 B Prior period adjustment in respect of
deferred taxation 0 3,284 (1,835) 1,449
5 As restated 372,000 (17,239) 1,490,685 1,845,446
FRBR B R A Profit after tax for the year 0 0 138,138 138,138
FRIEFEERGERL Realisation of revaluation surplus of
EfRAZER non-trading securities 0 (2,210) 0 (2,210)
FRIEEBRGEES Net change in fair value of
FATEES non-trading securities 26,052 0 26,052
BRI (K &21(b) Deferred taxation (Note 21(b)) 0 (3,864) (670) (4,534)
R EERBRE Dividend approved in respect of the
previous financial year (93,773) (93,773)
AR E R S Interim dividend paid 0 0 (46,886) (46,886)
R-ZEZE=F+-A=+-H At 31 December 2003 372,000 2,739 1,487,494 1,862,233
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3 fit 4 (a)
RESERVES (continued)

AT THE BANK
EXERRE REEGREE
Capital  Investment RE &R
redemption  revaluation Retained B
reserve reserve earnings Total
TAT TAT TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000
R-ZZEZ-4—HA—H At 1 January 2002
ERTE As previously reported 372,000 (18,225) 1,023,403 1,377,178
Al E IR R T IE 2 BB Prior period adjustment in respect of
deferred taxation 0 2,916 3,747 6,663
EE As restated 372,000 (15,309) 1,027,150 1,383,841
FARBE R (ER) Profit after tax for the year (restated) 0 0 296,138 296,138
IREEERRESFZ Realisation of revaluation deficit of
ERERZER non-trading securities 0 3,854 0 3,854
FREEERBES Net change in fair value of non-trading
FLTEED securities 0 (6,152) (6,152)
BIERIE (i 5#21(b) Deferred taxation (Note 21(b)) 0 368 368
R EFERBRE Dividend approved in respect of the
previous financial year 0 (82,051) (82,051)
R ER S Interim dividend paid 0 (46,836) (46,886)
RZZE-_F+-R=1+—-H(EH) At 31 December 2002 (restated) 372,000 (17,239) 1,194,351 1,549,112
R-ZZ=%—F—H At 1 January 2003
RS As previously reported 372,000 (20,523) 1,198,889 1,550,366
Al E IR R T IE 2 BB Prior period adjustment in respect of
deferred taxation 0 3,284 (4,538) (1,254)
£ As restated 372,000 (17,239) 1,194,351 1,549,112
FAKRTERH Profit after tax for the year 0 0 136,260 136,260
FREEEREESZ Realisation of revaluation surplus of
ERRAZER non-trading securities 0 (2,210) 0 (2,210)
FREEEREES Net change in fair value of
FATEE non-trading securities 26,052 0 26,052
BIERIE (i 5#21(b) Deferred taxation (Note 21(b)) 0 (3.864) (670) (4,534)
R EFERBRE Dividend approved in respect of the
previous financial year 0 (93,773) (93,773)
R E Interim dividend paid 0 0 (46,886) (46,886)
RZBE=F+_A=1—H At 31 December 2003 372,000 2,739 1,189,282 1,564,021

92 INTERNATIONAL BANK OF ASIA LIMITED B ANNUAL REPORT 2003



S 2 o B e

NOTES TO THE FINANCIAL STATEMENTS

3

fitt #5 ca)
RESERVES (continued)

(a)

3

BEAEORFERE-_NNL—FK—
NI 5F B ANIRTT 2 65 B i M B
BEETAl R [BIMERBMEL - 1R
BEBCR ARG ETICQE - &
AEOFE TR DI - B R B AR
TTRABN RS TERRZ R
TR 2 R E BB RALR -

RNIBFTEK IR E B FEE - iR
BRIEREEERAREZSF (M
2(g)ii) FTERAN < SETBURRIE © %
EELIFAERSIIRTRE - REAR
ZEBEL TR A B A R RAIE
79BQIGFT A TE 2 AT E# IR A o

RZZZE=F+=—FA=+—BAKIR
AAEIIRTRR 2 FEEEER
1,189,282,000/8 T (ZEF = F (&
#R) : 1,194,351,000/87C) °

HOR B A5 T R 5

(a)

(b)

(0)

The capital redemption reserve arose from the redemption of the Bank's “A" and
"B" preference shares in 1991 and 1992 out of its retained earnings. The capital
redemption reserve is undistributable under the Hong Kong Companies Ordinance
section 79C(2) but may be applied by the Bank in paying up its unissued shares to
be allotted to its members as fully paid bonus shares.

Investment revaluation reserve has been set up and is dealt with in accordance
with the accounting policy adopted for non-trading securities (Note 2(g)(iii)). This
reserve is not available for distribution to shareholders because it does not
constitute realised profits within the meaning of section 79B(2) of the Hong Kong
Companies Ordinance.

As at 31 December 2003, the aggregate amount of reserves available for
distribution to shareholders of the Bank was HK$1,189,282,000 (2002 (restated):
HK$1,194,351,000) respectively.

MATERIAL RELATED PARTIES TRANSACTIONS

(a)

AEEZAFRTEBEERFPE
K FRBTREFR - 2HRE
X RERTRZRIMNERS
MERREBRETT R B RITER
B H A AR AR B (A B ERAT
EE) RS —BEERRPELK
EERARARREMBARILE
RS - ZER K TIRIBR L SR
RPERZERMIZEERE M
BB TAKBRE R EPER ©
EERR MWEXZHHA—REE
RINHETT ©

During the year the Group entered into a number of transactions with its ultimate

holding company (ABC) and another major shareholder, China Everbright Limited and

its subsidiaries, in the ordinary course of its banking business including, inter alia,

lending, placement of interbank deposits, participation in loan syndicates, correspondent

banking transactions and foreign exchange transactions. The contracts were priced

based on relevant market rates at the time of each transaction, and were under the

same terms as those available to other counterparties and customers of the Group. In

the opinion of the Directors these transactions were conducted on normal commercial

terms.
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32 BREEX TR G @)
MATERIAL RELATED PARTY TRANSACTION (continued)

BHAFANEAES IR SEELEZBZRF  Information relating to income and expenses from related party transactions during the
HEHRREEHREZERNAT year and balances outstanding as at the balance sheet date is set out below:

—¥¥=F _—FTT-HF

2003 2002
FET FE T
HK$'000 HK$'000
(i) WA ZH (i) Income/expenses
A E WA Interest income 2,956 5,267
FEXZH Interest expense 146 6,926
—EE=F —TT-F
2003 2002
FET FE T
HK$'000 HK$'000
(i) REZHE (i)  Balances outstanding
AR A A] Ultimate holding company
EHE® Short term funds 232,896 155,975
FEET A B R H AR B Accrued interest and other accounts 130 1,436
FE IR B AR IR A R IR Due from ultimate holding company 233,026 157,411
HfngEE7 Other related parties
BTEFZERRBR Loans and advances to customers 10,000 25,000
FEET A B R H AR B Accrued interest and other accounts 5 3
JE LS EL At B 3 % 5 SRIE Due from other related parties 10,005 25,003
FEU IR B 42 58 Total receivables 243,031 182,414
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33 BN B 8Kk
LOANS TO OFFICERS

RIBEE B (R BMEH) 55 161BE 2 58 & #
f

Loans to officers of the Bank disclosed pursuant to section 161B of the Hong Kong

BE2ARBRITETFITHRABZERWT ¢ Companies Ordinance are as follows:
—BT=F Z—TT_F
2003 2002
FET FAET
HK$°000 HK$'000
HEER Aggregate amount of relevant loans at
R+=—A=+—HBrEsE 31 December
— RiRFT — by the Bank 9,743 12,491
L NG — by a subsidiary 132 237
9,875 12,728
FARBERZERSAEERSE Maximum aggregate amount of relevant loans
outstanding during the year
— RiRFT — by the Bank 16,191 16,125
L NG — by a subsidiary 237 237
16,428 16,362

RZZE=F+-A=+—1H  ItZEEH
R EEHRENFE - 5 RAEE
1 e

There is no interest due but unpaid nor any provision made against these loans at 31

December 2003.
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3 1 B 18 k5t &1
EMPLOYEE RETIREMENT BENEFITS

(a) E#E B ARG

(a) Defined benefit retirement plans

REBHT—IHRARGE - 2 AB
B BRRITHER A A(1987)R IR 5T
2l ([ZETEl]) REZEB2BES
R —IBEREBHETE - %ZEtElH
BURTEAEE o ZtEEEMEAN
SBNEESHEE - NEBGZ
FTEIEEAREATES GBFES) M
R AL o

Zat 2 T RB AR E Zar B E 5 R
& WABEEMNE R AR -
RSB MHRAEERD - %atdlx
THBUBEMEIR ST =
TZA=T—H#ET - AEBREE
B A& & 8 Jennifer Chee A TE 51 &
EEAARS - ZISEMERT
REBRBZTENAEZART
SEAFTRA R EIEER100.6% (=
T F 1 100.6%) RE °

The Group operates a retirement scheme, namely the International Bank of Asia
Limited (1987) Retirement Scheme (“the Scheme”), which incorporates a defined
benefits plan for all its full-time employees. The Scheme is administrated by
trustees who are independent. The assets of the Scheme are held separately from
those of the Group. The Group has secured Mandatory Provident Fund (“MPF"”)
exemption status for the Scheme.

The Scheme is funded by contributions from the Group in accordance with the
trust deed governing the Scheme and based on an independent actuary’s
recommendations. The latest independent actuarial valuation of the Scheme was
at 31 December 2003 and was prepared by Jennifer Chee, Fellow of the Society
of Actuaries of the United States of America, of William M. Mercer Limited using
the projected unit credit method. The actuarial valuation indicates that the
Group’s obligations under the Scheme are 100.6% (2002: 100.6%) covered by
the plan assets held by the trustee.
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341@ B RKREE )
EMPLOYEE RETIREMENT BENEFITS (continuea)

(a) TEERFAIEMNKEE ) (a) Defined benefit retirement plans (continued)
() ZAraIREEAEBERAIEST (i) The Scheme’s net assets recognised in the balance sheets under “Accrued
BREAMIRE | —&F B ERR interest and other accounts” are as follows:
MEEFENT
AEBRAERIT

The Group and the Bank
—EE=F —ZTT-

2003 2002

TE T FAT

HK$'000 HK$'000

E2HAAMENNAERE Present value of wholly or partly funded

obligations (185,021) (181,742)

ZETElEEN AT (EE Fair value of Scheme assets 196,722 182,775

MR ERM B E B Unrecognised actuarial losses 8,363 15,931
REEBERANDEERNEEFE  Netasset recognised in the balance sheet 20,064 16,964

B R E AR ANITATEST - AF  The Scheme assets include ordinary shares issued by the Bank with a fair value of
(B1E56976,0008 LR L@ (==  HK$6,976,000 (2002: HK$4,793,000).
—%F : 4,793,000 7T) °
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3 & B B 5T & )

EMPLOYEE RETIREMENT BENEFITS (continued)

(a) EEERFIEMNKEE @)
(i) REEBBRCREREE

(a) Defined benefit retirement plans (continued)

(i) Movements in the net asset recognised in the balance sheet are as follows:

REREEINT
AEE R AR T
The Group and the Bank
—E2z=F _—TIT_F
2003 2002
TET FATT
HK$°000 HK$'000

Rn—A—H At 1 January 16,964 16,566
H & et 8 H) K Contributions paid to the Scheme 15,069 11,662
Rz RN EERRA I Expense recognised in the income

(Kiz£6) statement (Note 6) (11,969) (11,264)
R+=-—HA=+—8H At 31 December 20,064 16,964

(i) Expense recognised in the “Operating expenses — staff costs” in the

consolidated income statement is as follows:

ER N
AEE R AR 1T
The Group and the Bank
—BE=F C"TT_-F
2003 2002
FET FA 7T
HK$°000 HK$'000
2N HA AR 765 B AN Current service cost 13,402 10,774
AR T B A Interest cost on obligation 7,578 8,945
ZETEl & ERTERT B R Expected return on Scheme assets (9,011) (8,455)
11,969 11,264

BE—FEE=Ft+-_A=1t—HIEE -
ZaTEIEERNE IR B £478,292,000(=

TE 4 : 13,038,000 7T) °

The actual return on the Scheme assets for the year ended 31
amounted to approximately HK$8,292,000 (2002: HK$13,038,000).
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341@ B RKREE )
EMPLOYEE RETIREMENT BENEFITS (continuea)

(a) EFEEARAKETE ()
) R=BB=F+=A=+—H
sHEmH Bz A ERER 22

(a) Defined benefit retirement plans (continued)

(iv) The principal actuarial assumptions used in valuing the liabilities and benefits

under the Scheme as at 31 December 2003 are as follows:

TIBEERBZOAT ¢
AEBRAKRT
The Group and the Bank
—EE=Hf C—TTC
2003 2002
B3R = Discount rate 5.0% 4.5%
BERBDSHE Long-term rate of return on assets 5.0% 5.0%
H#E IR Credited rate 5.0% 5.0%
R &€ nta Future salary increases 0% for 2004 ~ 0% for 2003

(b) BHIEAESETE

RIEE S0 fl 1 AT 5T BB -
REETRBREBEESEEENEE
BENZEMAREHNAZTEINE
B8 #177 —HRBEE5E - K
SEH-_TTETF+_A—HE -
MRS T AR AR —HERR
RIGRTESETE] - SAMREE R AR
EERMHETEEE -

BESF B EBIRFEARERE
HERE RN E - RIFRES
e BEEREEBREARAMAE
REREBBAS%IEL R - WIA
H A20,000/8 7T /& LR © 5T &8 —&
R BIE AR

0% for 2005
0% for 2006
4% thereafter

0% for 2004
3.5% thereafter

(b) Mandatory Provident Fund Scheme (“MPF Scheme”)

The Group also operates an MPF scheme under the Hong Kong Mandatory

Provident Fund Schemes Ordinance for employees employed under the jurisdiction

of the Hong Kong Employment Ordinance and not previously covered by the

Scheme. The Group participated in an approved MPF scheme with the Bank

Consortium Trust Company Limited from 1 December 2000 to provide scheme

choice to both existing and new employees.

The MPF scheme is a defined contribution retirement scheme administered by

independent trustees. Under the MPF scheme, the employer and its employees

are each required to make contributions to the scheme at 5% of the employees’

relevant income, subject to a cap of monthly relevant income of HK$20,000.

Contributions to the scheme vest immediately.
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3 AR A A&
OUTSTANDING COMMITMENTS

@@ RRUBRENRBEZN_ZFZ=  (a) Capital commitments outstanding at 31 December 2003 not provided for in the
F+ZA=1T—B2ZRABRERK financial statements are as follows:
T
AEBRAREST
The Group and the Bank
“2B=F _TT_F
2003 2002
TET TR
HK$'000 HK$'000
EEIR=YO Contracted for 54,297 67,053

by R=ZFZE=F+=ZA=+—HFA (b) At 31 December 2003, the total future minimum lease payments under non-

BEEERE 2 RRSEREER cancellable operating leases are payable as follows:
el
r5E KT
The Group The Bank
SRE¥=F  -TEF-F  CRRSF -FT-F
2003 2002 2003 2002
TER TAT TER TAT
HK$'000 HK$'000 HK$'000 HK$'000
—FR — Within one year 17,891 11,435 17,152 10,508
—ERFMH - Between one and five years 11,738 5,691 11,738 5,402
29,629 17,126 28,890 15,910

NEE R AEITHM iy 5| a  The Group and the Bank leased a number of premises under operating leases. The
MOBTRE o HEFE—REE—ZAE o leases typically run for an initial period of one to five years. None of the leases includes
EHEA NI BREMEIAEL - contingent rentals.
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3

HEREERIIEE
OFF-BALANCE SHEET EXPOSURES

() AREERAERE

UTREBREZNAE ERAER
Azt BRRRINESERZH

(a) Contingent liabilities and commitments
The following is a summary of the contractual and risk-weighted amounts of each

significant class of contingent liabilities and commitments:

= o
KEH THE GROUP
—ER=F TR
2003 2002
=& =&
2 B hn 4 [l B hn 4
= &8 a2k k|
€%  CreditRisk T8 Credit Risk
Contractual Weighted Contractual Weighted
Amounts Amounts Amounts Amounts
FHT FET T T
HK$'000 HK$'000 HK$'000 HK$'000
BEREEERIER Direct credit substitutes 439,445 439,445 454,437 454,437
BRI SBHW2HABEE Transaction-related contingencies 10,194 5,097 8,912 4,456
HESBEW2KABEE Trade-related contingencies 194,322 38,864 386,342 22,770
ARERZBERAER Undrawn loan facilities
—RETEI A EIR D — F =k — with an original maturity of
AR AR 4 3t BRUH under 1 year or which are
unconditionally cancellable 4,997,652 0 5,492,194 0
—RETE BB A —F UL — with an original maturity of
1 year or over 629,478 314,740 656,002 328,002
REHEHBK Forward forward deposits placed 797,873 159,575 153,372 30,674
7,068,964 957,721 7,151,259 840,339
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3 EEAMRIIEE @
OFF-BALANCE SHEET EXPOSURES (continued)

(a) IREBBRAE @) (a) Contingent liabilities and commitments (continued)
AERAT THE BANK
—E2E=F —TT
2003 2002
=& =&
2 B hn 4 [ B pn 4
&t £8 ak ok
£%  CreditRisk &% Credit Risk
Contractual Weighted Contractual Weighted
Amounts Amounts Amounts Amounts
TR TR TET TET
HK$'000 HK$'000 HK$'000 HK$'000
BEEEEERIEAE Direct credit substitutes 447,035 447,035 462,027 462,027
B Z5EMHNER Transaction-related contingencies 10,194 5,097 8,912 4,456
HE5B@2KAEE Trade-related contingencies 194,322 31,406 422,313 24,209
AR ZERER Undrawn loan facilities
— RETRI B AR D — F 5k — with an original maturity of
A {8 1 3t BB under 1 year or which are
unconditionally cancellable 4,890,554 0 5,483,793 0
—RETRI B MR A —F s — with an original maturity
of 1 year or over 629,478 314,740 619,562 309,782
EHBEHBR Forward forward deposits placed 797,873 159,575 153,372 30,674
6,969,456 957,853 7,149,979 831,148
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3 BEAMBEINEE @
OFF-BALANCE SHEET EXPOSURES (continuea)

(b) 5TET A (b) Derivatives
NTEABEEEZENETERNZE The following is a summary of the contractual amounts, credit risk-weighted
HEEREERRINESTEZBE amounts and replacement costs of each significant type of derivatives:
AEE THE GROUP
—EE=F
2003
EERR
S
ENEHE Credit Risk BEBRA
Contractual Weighted Replacement
Amounts Amounts Costs
TERT TERT TERT
HK$'000 HK$'000 HK$'000
25 Trading
[EEREH Exchange rate contracts
- REEXREL — Forward exchange contracts 1,989,459 7,181 86,682
- EHEH — Swaps 928,247 4,641 0
— BAHE — Options purchased 590,129 0 824
— i — Options written 603,529 N/A N/A
A S 4 Equity option contracts
— BB A — Options purchased 265,473 0 1,612
— Vi ERAE — Options written 265,473 N/A N/A
4,642,310 11,822 89,118
EaR Hedging
ERAH Exchange rate contracts
- EHEH — Swaps 7,623,301 20,419 25,862
ESE) Interest rate contracts
— EHAESH — Interest rate swaps 2,536,810 12,630 44,947
10,160,111 33,049 70,809
14,802,421 44,871 159,927
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3 EEAMRIIEE @
OFF-BALANCE SHEET EXPOSURES (continued)

(b) STEIT R &) (b) Derivatives (continued)

rE THE GROUP
—ETE
2002
EERRE
MES 5
NS Credit Risk BEEMA
Contractual Weighted Replacement
Amounts Amounts Costs
TR TR TR
HK$'000 HK$'000 HK$’'000
25 Trading
EEEH Exchange rate contracts
EHEZXSH — Forward exchange contracts 694,953 306 188
—EHHEX — Swaps 905,091 4,525 0
— AR — Options purchased 171,652 3 500
— R ~ Options written 176,657 N/A N/A
1,948,353 4,834 688
%’T s Hedging
EXGH Exchange rate contracts
—EHHEX — Swaps 956,296 7,108 25,977
MESL Interest rate contracts
- BFHAEXSL — Interest rate swaps 1,034,648 6,643 28,860
1,990,944 13,751 54,837
3,939,297 18,585 55,525
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3 BEAMBEINEE @
OFF-BALANCE SHEET EXPOSURES (continuea)

(b) fTET A ) (b) Derivatives (continued)
BT THE BANK
—EE=F
2003
FERK
S
EHNEHE Credit Risk BEBRA
Contractual Weighted Replacement
Amounts Amounts Costs
TERT TERT TERT
HK$’000 HK$’000 HK$’000
5 Trading
EREH Exchange rate contracts
- REEXREH — Forward exchange contracts 2,019,198 7,240 86,682
- BEHEH — Swaps 928,247 4,641 0
— A — Options purchased 590,129 0 824
— b — Options written 603,529 N/A N/A
A S 4 Equity option contracts
— A — Options purchased 265,473 0 1,612
— b A — Options written 265,473 N/A N/A
4,672,049 11,881 89,118
E i Hedging
[ERE A Exchange rate contracts
- BEHEH — Swaps 7,623,301 20,419 25,862
ESE) Interest rate contracts
— EHREESH — Interest rate swaps 2,536,810 12,630 44,947
10,160,111 33,049 70,809
14,832,160 44,930 159,927
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3 EEAMRIIEE @
OFF-BALANCE SHEET EXPOSURES (continued)

(b) STEIT R &) (b) Derivatives (continued)

AT THE BANK
—ETF
2002
EERRE
I ek
F k- Credit Risk BEEMA
Contractual Weighted Replacement
Amounts Amounts Costs
TR TAET TAET
HK$'000 HK$'000 HK$'000
RS Trading
EEEH Exchange rate contracts
EHEZXSH — Forward exchange contracts 706,686 329 188
— IEHE N - Swaps 905,091 4,525 0
— A B — Options purchased 171,652 3 500
— h R ~ Options written 176,657 N/A N/A
1,960,086 4,857 688
%’T s Hedging
EEEH Exchange rate contracts
- EHEH — Swaps 956,296 7,108 25,977
FEEH Interest rate contracts
— BFHAEXSL — Interest rate swaps 1,034,648 6,643 28,860
1,990,944 13,751 54,837
3,951,030 18,608 55,525
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3

EEAMBEIEE @

OFF-BALANCE SHEET EXPOSURES (continued)

(b)

fTET R )
TETABEREBMEINE  FIX
R ARTTIS /TR « R
RBMEL - ZETAZANEE
BrREEERBZANZSE L
TRRRAEBRZEHE -

BEERSBERATEFERERLZ
BREAUAETZERR IS -
AEBEWBERFBAET - Hha
TR AS R AR E 2 T 5 R
REBEERBEEE 2 —#MH -

P 7 B 765 3 45 Bf 5 25 (a) B (b) EB 10 #E
BrBEEBERUINEE ZESK
AREERBMNESET ETRE
BRFEEERECZRE  c 25HE
DIREBEEERTEERBERNE
BRAARFTEZEACRERBE
5l e EERATIIEEE AT
STEEEEREZAENKEN - 58
R\ B DN < KB T $E AR 5 SR 1T S 1K A1
MER=FTAEZSBRETRZY
F5 2R R B EREARR 2 R B 1T
FE o ARIABBERAE AR
DL R B0%Z 100% - il FA A EE
ERFEEHN 2 BB ERZ0%
£50% °

(b) Derivatives (continued)

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

The trading transactions include positions arising from the execution of trade
orders from customers and transactions taken to hedge these positions. No
significant proprietary positions are maintained by the Group. The hedging
contracts are used to hedge the Group’s own exposure to market risks as part of
its asset and liability management.

The replacement costs and credit risk-weighted amounts of the off-balance sheet
exposures disclosed in parts (a) and (b) of this note to the financial statements do
not take into account the effects of bilateral netting arrangements. They are
assessed in accordance with the HKMA's guidelines which implement the Basle
agreement on capital adequacy. Replacement cost represents the cost of replacing
all contracts which have a positive value when marked to market. The credit risk-
weighted amount refers to the amount as computed in accordance with the Third
Schedule to the Hong Kong Banking Ordinance on capital adequacy and depends
on the status of the counterparty and the maturity characteristics. The risk
weights used range from 0% to 100% for contingent liabilities and commitments,
and from 0% to 50% for exchange rate and interest rate contracts.
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Bl kFRBESEHR

3

CASH AND CASH EQUIVALENTS

() HEREBDRIRERFRRS

(i)  Components of cash and cash equivalents in the consolidated cashflow statement

18 B B 19
RE
The Group
—E2z=F _—TIT_F
2003 2002
TET FA T
HK$°000 HK$'000
Re Cash on hand 82,367 91,511
HEHES (BBE BB =@AANEH)  Short term funds maturing within 3 months
from acquisition date 7,101,061 11,344,132
— =+ @R BB ZRITR EMRK Placements with banks maturing between one
(BERBF=MEARNZE) and twelve months, which mature within
3 months from acquisition date 1,525,929 558,358
8,709,357 11,994,001
iy HZEBEEBEBERZYUR (i)  Reconciliation with the consolidated balance sheet
wE
The Group
—E2z=F _—TIT_F
2003 2002
TET FA 7T
HK$°000 HK$'000
Re Cash on hand 82,367 91,511
RHE® Short term funds 7,101,061 12,116,538
—E=+ @R BB ZRITR EMR Placements with banks maturing between one
and twelve months 1,525,929 735,030
HeEEERERLZEHE Amount shown in the consolidated balance sheet 8,709,357 12,943,079
B RR={E A A LS5 Less: Amounts with an original maturity of over
three months 0 (949,078)
RERERBHREZHESRERESL  Cash and cash equivalents in the consolidated
EH cashflow statement 8,709,357 11,994,001
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3 8 bl 1 8
COMPARATIVE FIGURES

BN RAE RS A RMZEETE

STEGERISE uﬁmﬁ%mz%w =
TS TR - FHBERRAEB)E -
B 2 2() ~ Mﬂ‘a?& et 128 fiE21 ©

FHETRBRZRFERECHERE
R FERAMERA 2R REEN
DEREXEH2HENRE  UEAX
REZEREREZEE

7 8022,654,000% 7T 2 1= 1B B 3R € [
HEENERBEFTHEREARASE
BAEFHEAFBIA » LIE 5 MUt
ZIEWRAZMHE o

R-ZBZE=F WEBEEXEBKIFIEE
M IRITEB I RIERDIEZR
BHAEERAR/LEBHEEAA MET
PEAZ TR ZEBRR  MEEER
WEP 2RI B ANRIT B BEAELE © %
SHBRHEFTEEF2IRME16-

FIRHME16Z D BEM DM 2 ZHEE
EMAREERA 2 FTFI 2R B 204 ©
Bt —ZF_F2HRENCEHZ
-

REFWZY]  FAR-TT_FFIA
EHEXQH 2R BMERS 26 HK

B MECERRRBREERKAZL
8T BERH E360)EIL 2 o

Certain comparative figures have been adjusted as a result of the adoption of the
revised SSAP 12 “Income Taxes" issued by the HKSA, details of which are set out in the

statement of changes in equity, Note 2(l), Note 3, Note 12 and Note 21.

The comparative figures of cashflows in relation to the issuance and redemption of
floating rate certificates of deposits have been reclassified from cashflow from
financing activities to cashflow from operating activities to better reflect the nature of
these cashflows.

HK$22,654,000 amortisation of cash rebates on mortgage loans has been reclassified
in the comparative figures from fee and commission expense to interest income to
better reflect the nature of this income.

In 2003, Real Estate Division was separated from other banking divisions for segmental
reporting as the directors consider that this business segment is subject to different
business risks compared to other business segments and is operated by a separate unit
of the Bank for management and internal reporting purposes. The comparative figures
have been restated accordingly in Note 16.

The extent of the segment reporting analysis included in Note 16 has been expanded
in 2003 to include a full analysis of all items included on the face of the income
statement. Accordingly, the segment reporting for 2002 has been restated.

The comparative figures for the contractual amounts, credit risk weighted amounts
and replacement costs of foreign exchange swaps, which were previously included in
forward exchange contracts in 2002, have been disclosed separately in Note 36(b) to
give a better presentation.
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3 HRAH HRFH
SIGNIFICANT POST-BALANCE SHEET EVENTS

MK EE1ETt - S84l — = =4 As mentioned in Note 1, Fubon Financial became the ultimate holding company of the
— A+ ANBRERANETY Sk Bank with effect from 16 February 2004 and on the close of the general offer on 8
T WR-—ZEmeE= A N\ B2EikE  March 2004, had acquired a further 20.08% in the Bank’s issued share capital from
IS PR — SRR UgEE AR Other shareholders, to bring its total shareholding to 75.08%

TEEB1TIRAN20.08% * @EHFFH 2 #BIR

REHEZE75.08% °

M 13FR I - R 4 g iE A sR4T  As mentioned in Note 13, a special interim divided of HK$0.26 per share totalling
RS T dorigtER % - R—Z e HK$304,761,600 was paid on 16 February 2004 after the Pre-Conditions in relation to
— A+ ANBABITEMNERhERe4g  Fubon Financial’s acquisition of the Bank’s interest were satisfied.

% 0.2678 JT & 304,761,600/ 7T °
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