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HIGH SPIRIT & GRAND ADVENTURE
The theme graphic that now adorns
many BEA customer account and
communication materials is here used
to represent a door opening onto a
bright new world of opportunity.
Following China’s accession to the World
Trade Organization, individuals and
companies from around the world
are converging on China, eager to
experience the vibrancy of its people
and of its economy.

With strong Chinese roots and
worldwide experience, BEA leads the
way into China, providing best-in-class
financial services. There, high-spirited
youngsters give a warm welcome to
visitors. Their spirit symbolises the joy
that we at BEA feel in serving all our
customers and shareholders.
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- Corporate Profile

OUR MISSION fEfHE=

We at BEA strive to provide best in class financial services, always
demanding the highest standard of professionalism and integrity
of ourselves. With a commitment to quality of service, we focus
on satisfying customer needs. We aim to grow, together with
our customers, our shareholders and our colleagues.
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Since its incorporation in Hong Kong in 1918, The Bank of East Asia ("BEA")
has dedicated itself to serving the people of Hong Kong, as well as providing
business and personal banking services in China and overseas. BEA is the
largest independent local bank in Hong Kong, with total assets of HK$185
billion (US$23.7 billion) as of 31st December, 2002. BEA is listed on the Stock
Exchange of Hong Kong and is one of the constituent stocks of the Hang
Seng Index.

The BEA Group now operates over 140 outlets worldwide, including 105
branches in Hong Kong, 19 outlets in Greater China and an extensive
international network covering the United States, Canada, the United Kingdom,
the British Virgin Islands and Southeast Asia.

BEA offers a full range of wholesale and retail banking services through its
corporate banking, personal banking, investment banking and China services
units. Products and services range from deposit-taking, foreign currency savings,
premium banking services, mortgage loans, consumer loans, credit cards,
Cyberbanking, Mandatory Provident Fund services, trade finance, syndication
loans, remittances and foreign exchange margin trading. The Bank will continue
to enhance its position in Hong Kong, China and around the world.

In December 2002, BEA was named one of the

top 12 Best in Corporate Governance in Hong =
Kong in a poll conducted by The Asset Benchmark -
Survey under the leading Asian finance magazine,
The Asset. This award underlines the Bank's
position as one of the most respected financial
institutions in Hong Kong. *luy

- ey 1

[T,

o

The Bank of East Asia, Limited Annual Report 2002

RERITIN N SFIEBT B - —HAREL
NRBEEER - WHR B RGINRHRER
BEARITIRES © IR AEBHEARAB AR
17 2002912 A3 1 HNE ELEEBE
1,850187T 2371E3570) ° RIIRITRE LS
RS EM  WAEBEREKGKR L — -

R RTEBEZ R EABB140E 1T RA
RE - BIERMEBMI05MTT - EARE
@A 19EE RS - MBEMER - &KX -

RE - KBRAUESANRETERENERE

RERIT-EZREMISITN - Ui EP T
BENEKR  BBOEIRT - AART  RE
RITRAPBEEBEFRT - ATRRHEANTE
B BIRTIRSMER - BREFR - SNERH
E BEEMRE  BFREER LAE
R ERRER - EFERRITIRG - safiE
NEERRE - EHRE - REEK - EFRRI
EFRRSFE - REBITEHEREE - PH
KBINEFIBHRT - BHRRREEREEE
RERMIE L —HHAL -

20025128 - REpRITE M T 2R
{The Asset) 22f##JThe Asset Benchmark Survey
FEASNEBERECEETMEI c— B
IRFERREIRITARSET " REFEEENE
BN -




@ The Head Office - Hong Kong &#& — @17

CHINA HE]
@) Beijing
€) Tianjin
@ palian
9 Qingdao
6 Xi'an
0 Wuhan

9 Shanghai
¢ Pudong
° Puxi

©) Chengdu
() Chongging
() Fuzhou

(P Xiamen

{E) Guangzhou

¢ Tian He Bei Road
e Huan Shi Dong

Road

=
RE
RE
BS
=S
HE
Lt

o HR
SRl

o
EE
=M
EFT
=Y

o R LB
o IRTERBE

() Shenzhen
(© zhuhai

() Macau
&) Taipei

([) Kaohsiung

OVERSEAS B/MR%K
@Vancouver
#1)) Toronto
e Richmond Hill
e Markham
* Mississauga
e Scarborough

%) Los Angeles

e Los Angeles
Downtown

e Alhambra
e City of Industry

R
%8
P
ait
it

B

2%

o ZLEX L

o B8R

o ZRERF NN

o TER
AL

o BRI

o EMI
o TXm

%) New York

* New York
Chinatown

¢ New York
Midtown

e Flushing
¢E) British Virgin
Islands
#Z) Birmingham
5 London

@
. @
NG
o @

o JRRIEE
KBEZES

s
%

SOUTHEAST ASIA REE
15 Ho Chi Minh City #=8™

#X) Kuala Lumpur

¢ Singapore
%) Manila

€]) Labuan

EEW
03
BReh
FalES

RDBABBAT 2002FF% | 3



Financial Highlights Bf & E

2002 2001
HK$ Mil HK$ Mil Change#

BYEET B EET % B 5 &
Profitability ZF&E 7
Total operating income
A PN 5,408 5,212 +3.8
Profit attributable to shareholders
eyl 1,288 1,600 -19.5
Balance Sheet Strength EE& G
Advances to customers
BREEK 108,409 108,175 +0.2
Total assets
BEMRRE 185,243 181,765 +1.9
Customer deposits and debt instruments issued
BRFEHRREETZEBES 151,939 149,719 +1.5
Total capital resources
AR 23,196 22,538 +2.9

Earnings and Dividend Per Share &R&&t 2 &BF| K% &

Basic earnings

EAREA HK$0.89 HK$1.12 -20.5
Cash earnings

REBF HK$0.99 HK$1.19 -16.8
Dividend

s HK$0.56 HK$0.54 +3.7

Key Ratios F ZLt %

Loan to deposit ratio
BEREERL X 71.3% 72.3%
Cost to income ratio
ARSI A L & 53.4% 54.9%

Average liquidity ratio
FIEREBE S X 46.1% 46.6%

Capital adequacy ratio
BT b 17.0% 17.5%

4 The Bank of East Asia, Limited Annual Report 2002



- Corporate Information 2 8 & ¥

BOARD OF DIRECTORS
Dr. The Hon. David LI Kwok-po
Chairman & Chief Executive
Dr. LI Fook-wo
Mr. George HO*
Mr. WONG Chung-hin*
Mr. Alan LI Fook-sum
Dr. LEE Shau-kee*
Dr. The Hon. Simon LI Fook-sean
Dr. Allan WONG Chi-yun*
Mr. Aubrey LI Kwok-sing
Mr. Joseph PANG Yuk-wing
Executive Director &
Deputy Chief Executive
Dr. William MONG Man-wai
Mr. CHAN Kay-cheung
Executive Director &
Deputy Chief Executive
Mr. Winston LO Yau-lai*
Tan Sri Dr. KHOO Kay-peng
Mr. Thomas KWOK Ping-kwong*
Mr. Richard LI Tzar-kai

* Independent Non-executive Directors

AUDIT COMMITTEE

Mr. Winston LO Yau-lai Chairman
Mr. WONG Chung-hin

Mr. Alan LI Fook-sum

Dr. LEE Shau-kee

Dr. Allan WONG Chi-yun

Mr. Thomas KWOK Ping-kwong

COMPANY SECRETARY
Ms. Molly HO Kam-lan FCIS, FCS

REGISTERED OFFICE

10 Des Voeux Road Central
Hong Kong

Telephone : (852) 2842 3200

Facsimile : (852) 2845 9333
Website : www.hkbea.com
E-mail . info@hkbea.com
AUDITORS

KPMG

Certified Public Accountants
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GENERAL MANAGERS

Mr. Samson LI Kai-cheong
FCCA, AHKSA, FCIS, FCS, HKSI
(Investment Banking Division)

Mr. Daniel WAN Yim-keung
BBA, MBA, FCCA, FHKSA
(Strategic Planning & Control Division)

Mr. TONG Hon-shing
BSc, ACIB, AHKIB, FCIS, FCS
(Personal Banking Division)

Mr. Adrian David LI Man-kiu
Hon. BA (Cantab), Hon. MA
(Cantab), MBA, LPC
(Corporate Banking Division)

Mr. Raymond YU Hok-keung
BBF
(China Division)

Mr. Peter CHOY Sing-yip
BSc, MBA
(International Division)

Mr. CHAN Shuen-yuk
BA
(Operations Support Division)

Ms. WU Hang-yin
ACIB, FHKIB
(Human Resources Division)

Mr. Alan John COLLINS
LLB
(Legal Division)

SHARE LISTING
The Stock Exchange of
Hong Kong Limited

SHARE REGISTRAR
Standard Registrars Limited
Telephone : (852) 2980 1768
Facsimile : (852) 2861 1465

ADR DEPOSITARY BANK

The Bank of New York

Telephone : (212) 815 2476
Facsimile : (212) 571 3050
E-mail . ADR@bankofny.com
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Corporate Information (continued)

DR. THE HON. DAVID LI KWOK-PO, ‘

GBS, MA, Hon. LLD (Cantab), Hon DSocSc, FCA, FCPA, FHKSA, FCIB, FHKIB, FBCS, FCIArb, JR Chairman
and Chief Executive

Aged 63. Chairman of The Chinese Banks’ Association, Limited and the Hong Kong Management
Association. Member of the Banking Advisory Committee, the Exchange Fund Advisory Committee and
the Land Fund Advisory Committee. Director of Mandatory Provident Fund Schemes Authority. Board
Member of Trustees of the Better Hong Kong Foundation. Member of the Legislative Council of Hong
Kong. Pro-Chancellor of the University of Hong Kong. Chairman of the Advisory Board of The Salvation
Army, Hong Kong and Macau Command. Serves on Hong Kong Red Cross Advisory Board.

Joined the Bank in 1969. Appointed a Director in 1977. Appointed Chief Executive in 1981. Appointed
Deputy Chairman in 1995. Appointed Chairman in 1997.

A Director of Campbell Soup Company, CATIC Shenzhen Holdings Limited, Chelsfield Plc., China Merchants
China Direct Investments Limited, China Overseas Land & Investment Limited, COSCO Pacific Limited,
Dow Jones & Company, Inc., Guangdong Investment Limited, Henderson Cyber Limited, The Hong Kong
and China Gas Company Limited, The Hongkong and Shanghai Hotels, Limited, Hong Kong Interbank
Clearing Limited, The Hong Kong Mortgage Corporation Limited, PCCW Limited, San Miguel Brewery
Hong Kong Limited, SCMP Group Limited, Sime Darby Berhad and Vitasoy International Holdings Limited.

First Honorary Chairman of Hong Kong Chamber of Commerce in China. Board of Trustee of Asian
Business Council. Serves on the advisory board of Capital magazine. Also serves on the international
advisory boards of Carlos P. Romulo Foundation for Peace and Development, Daimler-Chrysler AG, Federal
Reserve Bank of New York’s International Advisory Committee, Lafarge, Scripps International Network
and Sirocco Aerospace International SAE. Non-executive Chairman for Edelman Asia Pacific. Senior Adviser
of Metrobank. Global Counsellor and Senior Member of The Conference Board, Inc. Member of the
Advisory Council to the Australian International School Board. A Trustee of the Cambridge Foundation.

DR. LI FOOK-WO ‘

BS, MCS, LLD, DSSc, FCIB, FHKIB, JP, Non-executive Director

Aged 86. Former member of the Executive and Legislative Councils. Joined the Bank in 1940. Appointed
a Director in 1958. Chief Manager from 1972 to 1976. Chairman from 1984 to 1997. A Director of
Hutchison Whampoa Limited and Johnson Electric Holdings Limited. Father of Mr. Aubrey LI Kwok-sing.

6 The Bank of East Asia, Limited Annual Report 2002
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Corporate Information (continued)

MR. GEORGE HO )

GBS, JP, Independent Non-executive Director

Aged 84. Appointed a Director in 1968. Honorary Chairman of Hong Kong Commercial Broadcasting
Company Limited. A Director of ABC Communications (Holdings) Limited and Hongkong Land Holdings
Limited.

MR. WONG CHUNG-HIN

JP, Independent Non-executive Director and Member of the Audit Committee
Aged 69. Solicitor. Appointed a Director in 1977. Consultant of P.C. Woo & Co. A Director of Hongkong
Electric Holdings Limited and Hutchison Whampoa Limited.

MR. ALAN LI FOOK-SUM

FCA, Non-executive Director and Member of the Audit Committee
Aged 65. Chartered Accountant. Appointed a Director in 1982. An Executive Director of The Kowloon
Dairy Limited.

DR. LEE SHAU-KEE

DBA (Hon), DSSc (Hon), LLD (Hon), Independent Non-executive Director and Member of the Audit
Committee

Aged 75. Appointed a Director in 1987. Chairman and Managing Director of Henderson Land Development
Company Limited and Henderson Investment Limited. Chairman of Henderson Cyber Limited, The Hong
Kong and China Gas Company Limited and Miramar Hotel and Investment Company, Limited. Vice
Chairman of Sun Hung Kai Properties Limited. A Director of Henderson China Holdings Limited and Hong
Kong Ferry (Holdings) Company Limited.

DR. THE HON. SIMON LI FOOK-SEAN

GBM, LLD (Hon.), FUC (Lond.), Hon. Fellow (CUHK), LLB (Lond.), Non-executive Director
Aged 80. Appointed a Director in 1987. Former Vice President of the Court of Appeal.

DR. ALLAN WONG CHI-YUN

BSc, MSEE, HonDTech, JE Independent Non-executive Director and Member of the Audit Committee
Aged 52. Appointed a Director in 1995. Chairman of VVTech Holdings Limited. A Director of China-Hongkong
Photo Products Holdings Limited and Li & Fung Limited. Council Member of the University of Hong Kong
and Member of the Hong Kong Trade Development Council. Member to the Council of Advisors on
Innovation and Technology.

MR. AUBREY LI KWOK-SING |

BSc, MBA, Non-executive Director

Aged 53. Appointed a Director in 1995. Director of Management Capital Limited. Possesses extensive
experience in the fields of investment banking, merchant banking and capital markets. Also a Director of
Cafe de Coral Holdings Limited, China Everbright International Limited, Chinney Alliance Group Limited,
CNPC (Hong Kong) Limited, Kowloon Development Co. Ltd and Value Partners China Greenchip Fund
Limited. Chairman of Atlantis Asian Recovery Fund plc. Son of Dr. LI Fook-wo.

8 The Bank of East Asia, Limited Annual Report 2002
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Corporate Information (continued)

MR. JOSEPH PANG YUK-WING

BSSc, MBA, Hon DSocSc, ACIB, FHKIB, JP, Executive Director and Deputy Chief Executive

Aged 53. Joined the Bank in 1973. Appointed Alternate Chief Executive in 1991. Promoted to General
Manager in 1992. Further promoted to Deputy Chief Executive and appointed a Director in 1995. Assists
the Chief Executive in the overall management and control of the Group.

Chairman of the Banking and Finance Industry Training Board of the Vocational Training Council and Vice
President of the Hong Kong Institute of Bankers. Chairman of the Correctional Services Children’s Education
Trust Investment Advisory Board, Member of the Standing Commission on Civil Service Salaries and
Conditions of Service, Member of the Protection of Wages on Insolvency Fund Board, Member of the
Board of Hong Kong Applied Science and Technology Research Institute Co., Ltd., Member of the Leveraged
Foreign Exchange Arbitration Panel, Member of the Process Review Panel for the Securities and Futures
Commission and Independent Police Complaints Council Lay Observer.

DR. WILLIAM MONG MAN-WAI |

Hon. DBA, Hon. LLD, Hon. DSSc, Non-executive Director

Aged 75. Appointed a Director in 1995. Chairman and Senior Managing Director of Shun Hing Group.
Member of the One Country Two Systems Research Institute Advisory Committee. Honorary Chairman of
Hong Kong Electrical Appliances Manufacturers Association. Honorary Chairman of the Board of Trustees
of Nanjing University. Consultant of the Tsinghua University Education Foundation and Director of the
Centre for Advanced Study Foundation of Tsinghua University. Honorary Member of the Education Fund
of Peking University and the Board of Trustees of Shanghai Jiao Tong University. Member of the Board of
Directors of Jinan University in Guangdong. Member of the Court of Hong Kong University of Science and
Technology and Hong Kong Polytechnic University.

MR. CHAN KAY-CHEUNG |

FHKIB, Executive Director and Deputy Chief Executive

Aged 56. Joined the Bank in 1965. Company Secretary from 1987 to 1995. Promoted to General Manager
in 1992. Appointed a Director in 1996. Promoted to Deputy Chief Executive in 1997. Assists the Chief
Executive in the overall management and control of the Group. Possesses extensive knowledge and
experience in the banking industry. A Director of Chu Kong Shipping Development Company Limited,
Four Seas eFood Holdings Limited and Winsan (China) Investment Group Company Limited. Member of
the MPF Industry Schemes Committee.

MR. WINSTON LO YAU-LAI

SBS, BSc, MSc, Independent Non-executive Director and Chairman of the Audit Committee

Aged 61. Appointed a Director in 2000. Executive Chairman of Vitasoy International Holdings Limited. A
member of the National Committee of the Chinese People’s Political Consultative Conference. Member
of the Advisory Council on Food and Environmental Hygiene. Vice President of the Council of Outward
Bound Trust of Hong Kong. Vice-President of the Hong Kong Beverage Manufacturers Association of
Hong Kong. Council Member of the Employers’ Federation of Hong Kong and Cornell University. A
Director of The East Asiatic Company Ltd. A/S and Ping Ping Investment Company Ltd.

'| O The Bank of East Asia, Limited Annual Report 2002
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Corporate Information (continued)

TAN SRI DR. KHOO KAY-PENG |

PSM, DPMJ, KMN, JP, HonDLitt, Hon. LLD, Non-executive Director

Aged 64. Appointed a Director in 2001. The Chairman and Chief Executive of Malayan United Industries
Berhad, which is a diversified group with business interests in the Asia Pacific, the United States of America
("USA") and the United Kingdom (“UK"). He is also the Chairman of Laura Ashley Holdings plc, UK,
Corus & Regal Hotels plc, UK, MUI Hong Kong Ltd. and a director of SCMP Group Limited, Hong Kong.
Previously, Tan Sri Dr. Khoo had served as the Chairman of the Malaysian Tourist Development Corporation
(a Government Agency), the Vice Chairman of Malayan Banking Berhad and a trustee of the National
Welfare Foundation. He is currently a trustee of the Malaysian Humanitarian Foundation and Regent
University, Virginia, USA. Tan Sri Dr. Khoo is also a board member of Northwest College, Seattle, USA, as
well as a Council Member of the Malaysian-British Business Council and the Malaysia-China Business
Council.

MR. THOMAS KWOK PING-KWONG |

MSc (Bus Adm), BSc (Eng), FCPA, JR Independent Non-executive Director and Member of the Audit
Committee

Aged 51. Appointed a Director in 2001. Mr. Kwok is the Vice Chairman and Managing Director of Sun
Hung Kai Properties Limited, Chairman of Route 3 (CPS) Company Limited, Joint Chairman of IFC
Development Limited and an Executive Director of Sunevision Holdings Limited. He is currently an Executive
Vice President of The Real Estate Developers Association of Hong Kong, a committee member of the Land
Sub-Committee & Planning Sub-Committee of the Land & Building Advisory Committee, a Government
appointed member of the Business Advisory Group, an Honorary Citizen of Guangzhou and a member of
the Ninth Chinese People’s Political Consultative Conference Shanghai Committee. Mr. Kwok holds a
Master’s degree in Business Administration from The London Business School, University of London and a
Bachelor’s degree in Civil Engineering from Imperial College, University of London.

MR. RICHARD LI TZAR-KAI

Non-executive Director

Aged 36. Appointed a Director in 2001. Mr. Li is the Chairman and Chief Executive of PCCW Limited, one
of Asia’s leading integrated communications companies. He is also Chairman and Chief Executive of the
Pacific Century Group and Chairman of Singapore-based Pacific Century Regional Developments Limited.
Before founding the Pacific Century Group, Mr. Li built STAR TV, Asia’s first satellite-delivered cable television
service in 1990. The sale of STAR TV to News Corp in 1993 provided the capital to launch the Pacific
Century Group in October that year. He is a Governor of the World Economic Forum for Information
Technologies and Telecommunications, a member of the Center for Strategic and International Studies’
International Councilors Group in Washington, D.C., and a member of the International Advisory Board
of the Center for International Development at Harvard University. Mr. Li is also a member of the United
Nations Information and Communication Technology Advisory Group.
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Chairman’s Statement

In the face of the challenges, BEA will
continue to pursue its proven
strategy to enhance its franchise and
strengthen its competitive position in
the market.

HHER S - AMTEEEEFEER

RYSREE - DUINSRERIT A B (VA mh i it {2
MBEETBHRFED o

Dr. The Hon. David LI Kwok-po
Chairman and Chief Executive
TERTBES

ZHE#FL

In 2002, BEA Group achieved a profit attributable to shareholders of HK$ 1,288 million, representing a
decrease of HK$312 million, or 19.5%, over that of HK$1,600 million for 2001. Basic earnings per share
were HK$0.89. Return on average assets and return on average equity were 0.7% and 6.9% respectively.

As at 31st December, 2002, total consolidated assets were HK$185,243 million, a slight increase of
HK$3,478 million over the position at the end of 2001. Advances to customers were HK$ 108,409 million,
representing 58.5% of total consolidated assets. Customer deposits were HK$141,662 million, while the
debt instruments issued stood at HK$10,277 million. The loan to deposit ratio was 71.3%, compared
with 72.3% at the end of 2001. Total capital resources increased by 2.9% to HK$23,196 million.

At the forthcoming Annual General Meeting to be held on Tuesday 25th March, 2003, Mr. George Ho
will retire in accordance with the Articles of Association and will not seek re-election. Mr. Ho was appointed
a Director of the Bank in 1968 and has served BEA for 35 years. On behalf of the Board, | take this
opportunity to extend our gratitude to Mr. Ho for his wise counsel and invaluable contribution to BEA
during his tenure of service on the Board and wish him every happiness, good health and success for the
future.

At the Annual General Meeting, the Directors will propose a final dividend of HK$0.35 per share which,
together with the interim dividend of HK$0.21 per share paid in September 2002, will constitute a total
dividend of HK$0.56 per share for the full year. This represents an increase of 3.7% over the total
dividend of HK$0.54 per share for the year 2001. Shareholders whose names are on the Register of
Members at the close of business on Tuesday, 4th March, 2003 will be entitled to the proposed final
dividend. The final dividend will be paid in cash, with an option to receive new, fully paid shares in lieu of
cash. This scrip dividend scheme is conditional upon the passing of the relevant resolution at the Annual
General Meeting and the Listing Committee of The Stock Exchange of Hong Kong Limited granting the
listing of and permission to deal in the new shares. The dividend warrants and the share certificates for
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Chairman’s Statement (continued)

the scrip dividend will be sent to shareholders by ordinary mail on or about Tuesday, 25th March, 2003.
Details of the scrip dividend and the election form will be sent to shareholders on or about Tuesday,
4th March, 2003.

The year 2002 remained a difficult one for the Hong Kong banking industry. The pressure on margins did
not subside, and profitability was adversely affected by sluggish loan demand, falling interest rates and
the sharp rise in the number of personal bankruptcies. The outlook for 2003 remains challenging, despite
an expected turn-around in the domestic economy. Competition among banks will continue to be keen,
as they strive to maintain and expand their market positions. Banks will continue to look for new ways to
use their capital effectively, and will be aggressive in exploring new revenue and profit streams. In view of
the continuing difficult operating environment, there is likely to be further consolidation within the sector,
as commercial pressures will benefit those with greater size and economies of scale.

BEA has maintained its strategic position as one of the most respected financial institutions in Hong Kong.
In the face of the challenges, BEA will continue to pursue its proven strategy to enhance its franchise and
strengthen its competitive position in the market. BEA strives to exploit new market opportunities and
develop alternate income sources. It continues to seek potential acquisition and alliance opportunities as
part of its growth strategy. In January 2002, BEA acquired a majority shareholding in Tengis Limited, a
major provider of corporate services. BEA has subsequently brought Tengis and other related acquisitions
together under Tricor Holdings Limited, building the largest provider of business, corporate and investor
services, including share registration, corporate secretarial, trust and outsourced administration services,
in Hong Kong. This business offers excellent cross-selling opportunities to the Group, and will be a
significant fee income contributor to BEA in the coming years. In February 2002, BEA kicked off its new
corporate identity initiative, with a dynamic brand image and new branch layouts tailored to the Group's
strategy. To realise greater value from its extensive local branch network, BEA has repositioned itself as a
comprehensive one-stop financial services centre and undertaken a broad programme to promote the
sale of insurance, wealth management and other products at its branches.

Improving operating efficiencies has been a key focus in the Group's operations. BEA has undertaken a
number of initiatives to achieve this objective. BEA successfully completed the merger with First Pacific
Bank in April 2002, enhancing its efficiency and economies of scale. Rationalisation of the branch network
has progressed as scheduled, and the number of branches was reduced to 105 by the end of 2002. BEA
is also shifting certain back office operations in the areas of data entry, call centre services, computer
programming and bills and credit card support to its lower-cost Guangzhou Operation Centre, which
commenced operation in October 2002.

The China market forms an important element of BEA's growth strategy. The Bank has aggressively
leveraged its well established presence in China to further enhance its position as a premier foreign bank.
With an extensive branch and office network, BEA is well prepared to capitalise on the opportunities
arising from the liberalisation of the banking industry following China's accession to the World Trade
Organization. BEA will also explore strategic alliance opportunities in China to enhance its business
development and opportunities.

With our unique position in the China market, the synergy of our corporate services and insurance businesses
with our main banking business, the aggressive promotion of our brand identity and our strong customer
base, we will continue to build for the future and enhance our franchise in Hong Kong, the Mainland and
international markets.

David LI Kwok-po
Chairman and Chief Executive

Hong Kong, 11th February, 2003
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Executive Directors’ Report

FINANCIAL REVIEW ‘

Financial Performance

2002 was a very challenging year, both for Hong Kong and for the BEA Group. Despite record low local
interest rates, there was little improvement in the economic environment. The unemployment rate remained
high, and ongoing deflation, further declines in the property market, and the growing incidence of personal
bankruptcies, seriously affected the banking industry's asset quality, loan business and profit growth.

In the face of this difficult banking environment, BEA recorded a 3.8% growth in total operating income
to HK$5,408 million and 7.2% growth in operating profit before provisions to HK$2,521 million for the
year ended 31st December, 2002. However, an increase in the net charge for bad and doubtful debts
resulted in a decline in profit attributable to shareholders of 19.5% to HK$1,288 million.

Due to a narrowing of the net interest margin and the inactive loan market, net interest income decreased
by HK$151 million. Non-interest income increased by HK$347 million, or 28.2%, when compared with
2001, due mainly to the contribution of acquisitions made in recent years and diversification of fee based
income sources. As a result, total operating income increased by HK$196 million, or 3.8%, from HK$5,212
million in 2001 to HK$5,408 million in 2002.

Total operating expenses increased slightly by 0.9% over the corresponding figure for 2001 to HK$2,887
million. The increase was mainly due to the inclusion of the operating expenses of newly acquired
subsidiaries in the consolidated accounts. If these were excluded, the operating expenses would show a
decline of 3.0%. The cost to income ratio decreased from 54.9% in 2001 to 53.4% in 2002, reflecting
BEA's keen determination to reduce costs.

Operating profit before provisions was HK$2,521 million for the year ended 31st December, 2002, an
increase of HK$170 million or 7.2% over the HK$2,351 million attained in 2001, demonstrating BEA's
good performance in its core banking business.

The sharp rise in credit card and consumer loan defaults was a serious problem that affected the entire
banking industry during 2002. The net charge for bad and doubtful debts increased by HK$379 million,
or 87.6%, compared to 2001, to HK$811 million. This increase was mainly due to the deterioration in
asset quality on credit card and consumer finance loans. Non-performing loans dropped to 2.9% from
3.1% at the end of the previous year.
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Executive Directors’ Report (continued)

Due to the higher bad and doubtful debt charges, operating profit after provisions recorded a drop of
10.9% to HK$1,710 million.

BEA's branch rationalisation programme was pursued with vigour during 2002, in order to enhance the
efficiency of the branch network. A number of branches were either closed or relocated to better locations.
As a result, there was a loss on disposal of fixed assets of HK$31 million for the year.

In 2002, BEA conducted an exercise to value all investment properties at open market value. As a result,
there was a total revaluation loss on investment properties of HK$92 million recorded in 2002.

Share of profits less losses from associates turned from a net loss of HK$13 million in 2001 to a net profit
of HK$33 million in 2002, reflecting the improved performance of associates. After taking into account
a decrease of 4.8% in taxation and an increase of 118.5% in minority interests, profit attributable to
shareholders was HK$ 1,288 million, a 19.5% decrease over the HK$ 1,600 million of the previous year.

Financial Position

Total assets of the BEA Group were HK$185,243 million at the end of 2002, 1.9% up from HK$181,765
million at the end of previous year. Advances to customers grew by 0.2% to HK$108,409 million, where
the growth was mainly from the Mainland and international markets. Other investments in securities also
rose, with funds redeployed from lower yielding short-term loans.

BEA continued to focus on controlling funding costs during the year. Total deposits increased by 1.5% to
HK$151,939 million, with customer deposits up 0.6% at 31st December, 2002. Demand deposits and
current accounts grew by HK$807 million, or 12.9%, to HK$7,045 million at year-end 2002, as compared
with HK$6,238 million at the previous year-end. Savings deposits increased from HK$23,728 million in
2001 to HK$27,769 million, reflecting customers' preference for relatively more liquid investments in the
current low interest rate environment. Time deposits at year-end 2002 stood at HK$ 106,848 million,
down by HK$4,003 million or 3.6% when compared with the balance at the previous year-end.

During the year, BEA issued certificates of deposit totalling US$560 million and HK$3,235 million,
respectively. The Bank redeemed certificates of deposit amounting to US$953 million upon maturity, and
repurchased its own certificates of deposit amounting to US$8 million.

Also, BEA issued discounted certificates of deposit totalling HK$519 million and US$90 million, respectively,
and made repurchases totalling HK$3 million during the year.

In September 2002, BEA repurchased convertible bonds amounting to US$25 million and rolled out its
first series of retail callable certificates of deposit. BEA issued retail callable certificates of deposit with a
total value of HK$400 million during the year.

At the end of December 2002, the face value of the outstanding debt portfolio was HK$10,439 million,
with the carrying amount equal to HK$10,277 million.

After taking into account all debt instruments issued, the loan-to-deposit ratio was 71.3%, being 1.0%
lower than the 72.3% reported at the end of 2001.

As at 31st December, 2002, shareholders' fund stood at HK$18,875 million, an increase of HK$627
million or 3.4% when compared with HK$18,248 million of 2001.
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Executive Directors’ Report (continued)

Maturity Profile of Debts Issued

(All expressed in millions of dollars)

Currency Total Face Value Year of Maturity

2003 2004 2006 2007

Floating Rate Certificates of Deposit

Issued in 2001 HKD 1,000 1,000

Issued in 2002 HKD 3,235 2,135 1,100

Issued in 2002 usb 560 560

Total HKD 4,235 3,135 1,100

Total usb 560 560
Fixed Rate Certificates of Deposit

Issued in 1999 HKD 100 100
Discounted Certificates of Deposit

Issued in 2002 HKD 516 516

Issued in 2002 usb 90 90
Convertible Bonds

Issued in 1996 usb 15 15
Retail Callable Certificates of Deposit

Issued in 2002 HKD 400 400
Total Debts issued in HKD equivalent 10,439 7,622 1,200 516 1,101

Risk Management

BEA has established comprehensive risk management procedures that enable it to identify, measure,
monitor and control the various types of risk it faces, and, where appropriate, to allocate capital against
those risks. All risk management policies have been approved by the Board of Directors. Risk management
mechanisms have been established at different levels throughout the Group. This is supplemented by
active management involvement, effective internal controls and comprehensive audits in the best interests
of BEA.

OPERATIONS REVIEW |
IMPROVEMENT TO OPERATIONS

Relocating Back Office Functions to the Mainland

BEA has set up an operations centre in Guangzhou to handle selected back office functions for the
Group. This centre commenced operation in October 2002, and at present is handling data input and
processing. BEA will relocate additional back office functions to the Guangzhou centre in the years
ahead.

Office Centralisation

In June 2002, BEA entered into an agreement for the purchase of 406,660 sq.ft. at "Millennium City 5",
a proposed new building to be erected in Kwun Tong, with the aim of centralising most supporting
operations of the Bank. The consideration was HK$1,333,844,800 (subject to final adjustments and is
inclusive of stamp duty). Office centralisation will help BEA reduce the cost of its operations in the
medium term and will contribute to the growth of the Bank in the long term by facilitating the introduction
of new technology and work methods.
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Executive Directors’ Report (continued)

PERSONAL BANKING

_=—  Branch Distribution

|

In June 2001, BEA launched the Branch Transformation
Project with a view to exploiting the sales potential of its
branch network. The Project was rolled out to all branches
in phases, with the final phase completed by the end of
2002. The overarching aim of this exercise was to increase
' BE,;&.EF'-' | sales of Bank products through the branch network, and
- .+ results to date have been encouraging.

_ e A new branch design concept has been developed to

= project a modern image for the Bank, and to enlarge

the sales area in the banking hall so as to enable sales

I staff to serve customers more efficiently. This new

The opening of the first SupremeGold Centre marked a major step in BEA's design concept has been successfully implemented

programme to develop premium banking services. in selected branches. More branches will be renovated
Bfrh IS Bt R TR B 2 — o . .

ERBEEH OB - IR E SRR R LB EE— 4 to the new standard in coming years.

e Elimination, centralisation, streamlining and automation of operating procedures are continuously
implemented to save operating costs and free more staff to perform sales activities.

* A performance reward system has been introduced to encourage branch staff to take a pro-active role
to solicit more banking business.

BEA continued to rationalise its branch network in the past year.

A total of 23 branches (either with low business potential or over-represented in the same district) were
closed and merged with nearby branches with better locations.

* A new Branch at Olympian City was opened in October, to serve this important new commercial complex
and transport hub.

* The Bank will continue to relocate more branches from areas with less potential to sites with desirable
strategic locations, bringing in more business and serving customers better.

To encourage long term rather than transactional banking relationships with customers, SupremeGold
Service was launched in December targeting customers with deposits of not less than HK$500,000 or
equivalent.

* SupremeGold provides one-stop personalised banking services. A Relationship Manager is assigned to
each SupremeGold Member to enhance the banking relationship.

e SupremeGold Centres offering an exclusive environment will be opened at selected branches. The first
SupremeGold Centre at Tsim Sha Tsui Branch was opened in December 2002. A second one was opened
at Mongkok Branch in January 2003. By the end of 2003, a total of 10 SupremeGold Centres will be
rolled out at selected branches.

Cyberbanking

During 2002, BEA further widened the service scope of Cyberbanking by offering Market Express, Scheduled
Instruction of Funds Transfer and Bill Payment, and Online Insurance Services. In addition, Cyberbanking
was made available to all BEA credit card holders. In October 2002, Cyberbanking was awarded the
"Web Care Award" for providing a barrier-free web site to the Internet community. Also, Cyberbanking —
MyCyberWorld was awarded "Asian Banker Retail Product Excellence Award" under "The Asian Banker
Excellence in Retail Financial Services Awards 2002".
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Executive Directors’ Report (continued)

Customer Relationship Management System

BEA successfully implemented Stage 2 of the Customer Relationship Management System in 2002. The

Bank is now in a better position to carry out segmentation studies and implement effective pricing strategies
to boost profitability.

Property Loans

In the face of the stagnant property market and fierce market
competition for mortgage loan business, BEA sought out niche
markets with potential for higher returns.

FE

saiado.d 1ey buny uns

Several new products were introduced to cater for customers
with unique financial needs. In June, BEA launched the "URA
Bridging Loan Scheme", to meet the requirements of
homeowners affected by the Urban Renewal Authority's
redevelopment projects. In July, BEA participated in the Home
Owner Mortgage Enhancement Programme of Hong Kong
Mortgage Corporation ("HKMC") and introduced the "140%
Mortgage Plan for Homeowners in Negative Equity". At year-

In addition to tailor-made mortgage products for the secondary market, end" BEA ploneered the "Free of Premium Mortglage Plan” to
BEA has actively participated in a number of major primary market projects, prOVIde to homeowners a one-stop loan service with a loan-to-

%o;'gé’g;]fm‘;e:;gg;’gggij ’O‘Zlff;/‘:’;f#ﬁﬂﬁy P value ratio as high as 90% for loans made under the Mortgage
5 A= 9#% o AT TEIE S % §—
115 ,ﬁgﬁfgﬁfﬁﬁﬁggﬁ%ﬁ . Insurance Programme of HKMC.

Consumer Loans

In response to the challenges posed by the soaring bankruptcy rate and the problem of bad loans within
the banking industry, BEA has striven to maintain good asset quality by strengthening its credit control
policies and procedures. Weak consumer sentiment has depressed the demand for consumption-related
loans. To capture loan business in this difficult environment, BEA has launched tailor-made loan programmes
targeting good quality customers with specific loan objectives, as well as inviting re-borrowing from
existing customers with sound repayment records.

Credit Cards

The sharp rise in credit card bad debt during 2002 has had a severe impact on the credit card business in
Hong Kong. BEA has taken several actions to minimise its potential loss under these difficult conditions. The
Bank's credit policy has been refined. Responsive credit underwriting measures were taken to maintain the
quality of the credit portfolio. Although the overall economic situation is unlikely to improve significantly in
the short-term, these precautionary measures will help in reducing the level of bad debt suffered by the Bank.

The Bank has explored appropriate strategies to further develop its card business in the current business
environment. BEA has enhanced the range of benefits offered to cardholders; most significantly, BEA became
a member of the Asia Miles programme at the beginning of the year. Two new co-branded card programmes
were launched during the year, the Hong Kong Professional Teachers' Union VISA Card and the Hong Kong
Racehorse Owners Association VISA PLATINUM Card. Through these customer-focus programmes, the Bank
aims to create a positive image in the market so as to attract customers with a higher profit potential.

Bancassurance

The Children Education Fund Sponsorship Programme was held for a second year in April 2002. Three
families, all of whom won the Most Resembled Parent-Child Photo Competition in public voting by
readership of the Ming Pao, were each awarded a Children Education Fund in the form of an Education
Insurance Policy. This contest attracted a high number of applicants and has proven very effective in
raising the profile of BEA's bancassurance offerings.

"EnsurPro" - the range of bancassurance products available for individuals was expanded during the year
with the launch of the "Dear Lady Insurance" Plan in October 2002. To meet the increasing insurance
needs of small and medium-size enterprise (SME) clients, two bancassurance products designed specifically
for this market segment were launched in 2002.
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Executive Directors’ Report (continued)

Blue Cross Insurance

In recognition of its service record, Blue Cross was re-appointed as one of the insurance carriers for the
Voluntary Medical Insurance Scheme for Civil Servants in July 2002. In September 2002, Blue Cross
secured a major new contract from the Hong Kong Professional Teachers' Union to be the exclusive
medical insurer for the Union's voluntary medical insurance scheme.

Blue Cross continues to enhance its product delivery systems and customer support initiatives. In 2002
Blue Cross launched the SuperCare online service. This innovative online tool enables Blue Cross customers
to access their personal claims information and the medical providers network online.

In early January 2003, Blue Cross launched an innovative insurance sales system to assist travellers to
China. The Intelligent Insurance Machine, the first of its kind in Hong Kong, is a state-of-the-art electronic
kiosk that allows travellers to purchase Blue Cross China Travel Accident Insurance instantly at most KCRC
East Rail stations.

Blue Cross was invited by the China Insurance Regulatory Commission in December 2002 to make a
formal application to establish a representative office in Shanghai. It is anticipated that the Blue Cross
Shanghai Representative Office will be opened in 2003.

Blue Cross recorded a growth of 28% in premium income to HK$604 million in 2002. Life insurance
business grew at a rate of 181% and non-life insurance at 12%.

CORPORATE BANKING

Corporate Lending and Syndication

As one of the key lenders in the local syndicated and corporate lending market, the Bank has had an
active year in 2002 arranging and underwriting syndicated deals for large corporate customers. In addition,
a more pro-active role has been taken in soliciting business from high quality medium-sized companies by
providing structured facilities on a bilateral basis.

Encouragingly, the asset size of corporate and syndicated loans grew by 13%, compared with the level as
of 31st December, 2001. In particular, the Bank assumed the role of Co-ordinating Arranger or Lead
Manager for several significant deals, including two HK$5,000 million syndicated loan facilities to PCCW-
HKT Telephone Limited, a HK$3,500 million syndicated loan facility to Western Harbour Tunnel Company
Limited and a HK$ 1,320 million syndicated facility to HKR International Limited.

The Bank will continue to maintain its active role in the lending market by engaging in high quality and
return-justified deals.

Commercial Lending

In view of the gloomy economic conditions throughout 2002, the Commercial Lending Department stepped
up programmes aimed at promoting its business:

* Mail Drop Programme — To promote trade finance service to corporate customers by mail drop.

e Bonus System Programme — Launched in April 2002 for selected customers for a trial period of six
months. The programme aimed at increasing the utilisation of the granted credit facility by means of
concession on commission subject to the fulfilment of certain conditions. As the result was satisfactory,
the programme was expanded in November 2002.

* Programme for Tradelink — By offering exclusive banking privileges to Tradelink customers on trade
finance and SME loans, BEA has successfully promoted its recently launched Corporate Cyberbanking
platform.

* A new product, the Export Loan Programme, was launched in December 2002 to provide working
capital finance to customers.
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Executive Directors’ Report (continued)

Community Lending

BEA launched the Corporate Tax Loan
Programme during 2002, specifically to
address the financial needs of SMEs.
Results were in line with expectations,
with a proactive marketing effort
directed to specific industries, including
|.T., logistics and electronics, to capture
new business opportunities for the Bank.

In addition, the Bank's reputation as a
lender to the SME sector was enhanced
through its active participation in the

formulation and drafting of the guide

"Information Checklist for Unsecured BEA actively participates in the government-run SME business development
L Application”  initiated and rel d programmes to promote sound financial management to SMEs.

oan Application”, intiated and released .- s 45 sy st et ) £ B HRA S BAD) - B D EFHE
by the Trade and Industry Department.  2E#FERE

Securities Lending

The local stock market suffered from low trading volume in 2002. BEA has taken advantage of
the market fall-out to successfully re-position itself to play a more active role in supporting local
stock trading. During the year, BEA successfully served as Receiving Bank for a number of
major IPO projects, including BOC Hong Kong (Holdings) Limited and China Telecom Corporation
Limited. The Bank will continue to play an important role as a lending bank as well as a service
provider within the local securities market.

Bank of East Asia (Trustees) Limited

Mandatory Provident Fund

Bank of East Asia (Trustees) Limited is one of two approved trustees under the Mandatory Provident
Fund ("MPF") Schemes Ordinance to offer both the Master Trust Scheme and Industry Scheme in Hong
Kong. By providing professional one-stop MPF services, covering trustee, scheme administration, custody
and investment management services, BEA has achieved significant growth in its MPF membership in
2002. In compliance with the statutory requirements of the MPF Schemes (Amendment) (No. 2) Ordinance
2002, BEA has also enhanced its MPF administration system, Cyberbanking services and software systems.

Trust Service

In addition to the provision of MPF services, Bank of East Asia (Trustees) Limited also offers a wide range
of trustee services, including acting as executor or trustee of wills, trustee of family trusts, investment
funds, unit trusts, charities and public funds. In 2002, the Company was appointed as trustee to BEA
Investment Series Unit Trust and the sub-fund of the Series, BEA 104% Capital Guaranteed Hong Kong-
China Bonus Return Fund, was successfully launched in January 2002.

Corporate Cyberbanking

Since the launch of the Corporate Cyberbanking service in July 2001, over 3,800 corporate customers
have joined the scheme.

The level and scope of services has grown since launch, and now includes T/T and CHATS transfers; open
and amend Letters of Credit; submit MPF remittance statements and arrange payment of employees'
salary, in addition to a range of account management functions. BEA now accepts digital certificates
issued by three recognised Certificate Authorities, including Hongkong Post Bank Cert (Bank of East
Asia — Corporate), Digi-Sign ID Cert and JETCO JetCert, to authorise transactions through the Corporate
Cyberbanking platform.
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Executive Directors’ Report (continued)

Business Development

To enhance the awareness of the business community regarding
BEA's comprehensive corporate banking services, various
marketing activities and collaborations were arranged during
the year.

BEA formed strategic alliances with The Chinese Manufacturers'
Association of Hong Kong and the Hong Kong General
Chamber of Commerce, to assist local enterprises to expand
their business in Hong Kong and the Mainland. BEA also actively
participated in seminars and exhibitions organised by various
Government bodies, trade associations and unions, such as the
SME Market Day organised by the Trade Development Council.

BEA teamed up with Hong Kong Productivity Council to provide a
one-stop e-Commerce solution for Hong Kong’s SMEs. o ) )
B EE (BB BAME - BERR/ DRI — R E TR S o Kong Productivity Council to provide a one-stop e-Commerce

solution for Hong Kong's SMEs, ranging from website design,

BEA entered into an innovative collaboration scheme with Hong

to hosting, to credit card payment gateway service. This programme has allowed the Bank to build the
customer base for its payment gateway services.

INVESTMENT SERVICES

East Asia Securities Company Limited - Cybertrading Service

The number of Cybertrading accounts grew in 2002, recording an increase of 22% from the same period
last year. Currently, more than 30% of securities clients have subscribed for the Internet Trading Service.

In February 2002, East Asia Securities Company Limited successfully launched the Internet Margin Trading
Service, which greatly enriched the Bank's Cybertrading Service by allowing margin clients to perform
online stock trading through the Internet or IVRS Trading System. In the second half of 2002, the Real-
time Stock Price Quotes Service has been upgraded to include more professional functions and three new
order types, namely At-auction Limit Order, Enhanced Limit Order and Special Limit Order.

East Asia Securities Company Limited has implemented various incentive schemes, including a lower total
commission rate and minimum commission rate per trade, to encourage clients to execute trades via the
electronic trading platform. The schemes have generated strong response from clients. Currently, the
volume of transactions executed via the Cybertrading System, expressed as a percentage of total turnover,
accounts for some 57% and 37%, in terms of number of trades and transaction volume respectively.

As part of continuing efforts to upgrade its Cybertrading Service, East Asia Securities Company Limited
plans to bring online trading to wireless Personal Digital Assistant (PDA) devices and to further enhance its
IVRS Trading System in 2003.

T WA T Wl T W T W,
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BEA Securities has established 12 service centres within the BEA branch network, enabling customers to easily access stock information
and trade securities.
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Centre in Wanchai.

The share registration public office at Tricor’s head office, located at BEA Harbour View

CORPORATE SERVICES

Business, Corporate and Investor Services

The BEA Group, through Group member, Tricor
Holdings Limited ("Tricor"), has built the largest
provider of business, corporate and investor services,
including share registration, corporate secretarial, trust
and outsourced administration services, in Hong Kong.
Tricor has expanded its business through the acquisition
of leading service providers from major international
accounting firms. Operations of the Tricor companies,
including Abacus Share Registrars Limited, Friendly
Registrars Limited, Progressive Registration Limited,
Secretaries Limited, Standard Registrars Limited and
Tengis Limited, have recently been relocated and
consolidated at the new Tricor Head Office, located at
BEA Harbour View Centre. The share registration public

(7R EF R IRITIE BRI ZEBHFRE - REFBFETREE - BIREEIRHL#E Office' situated on the ground floor of the bu||d|ng, is

) A

a state-of-the-art customer service facility for investors
in companies listed on the Stock Exchange of Hong Kong.

A joint venture company, more than 70% of the shares in Tricor are owned by the BEA Group, with the
New World Group holding of over 20% of the company.

On 10th January, 2003, Tricor further expanded its business by acquiring the company secretarial and
client accounting businesses of PricewaterhouseCoopers in Hong Kong. The addition of the newly acquired
business enlarges Tricor's team to close to 500 employees, making Tricor the market leader in terms of
both scale and scope of services.

Offshore Corporate and Trust Services

BEA offers a full range of offshore corporate and trust services through its wholly-owned subsidiary, East
Asia Corporate Services (BVI) Limited and its associate, East Asia International Trustees Limited, both of
which are located in the British Virgin Islands. These companies have engaged legally qualified and
experienced staff in the BVI, who are assisted by Group staff in Hong Kong.

CHINA DIVISION

BEA's China operations delivered very encouraging results in 2002. With China gradually opening its
banking sector to foreign participation following its accession to the World Trade Organization ("WTO"),
in 2002 all BEA branches in China received approval to offer full foreign currency services to all customers
(including local residents and enterprises). As such, BEA's target customers in China are no longer restricted
to foreigners and foreign-invested enterprises, and the Bank has been actively promoting foreign currency
deposit services as well as SupremeGold for local residents. Personalised Banking Centres have been
established at all BEA branches in China, with designated Relationship Managers serving top-tier customers.
Meeting the needs of such customers will be one of the major objectives of the Bank in coming years.
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Executive Directors’ Report (continued)

Apart from foreign currency business, BEA also made new inroads
in Renminbi ("RMB") business. The Dalian Branch obtained a licence
to offer RMB services in June 2002. This is the third branch of BEA
to earn an RMB licence, following approval given earlier to Shanghai
and Shenzhen branches. In December 2002, China announced that
permission for foreign banks to conduct RMB business would be
extended to five new cities. BEA subsequently applied for licences
for its Guangzhou and Zhuhai branches. According to the timeline
set out in China's WTO accord, BEA will be able to expand its RMB
business to local enterprises and residents in China by the end of
2003 and 2006, respectively.

In August 2002, BEA obtained preliminary approval from the People's
Bank of China to upgrade its Beijing Representative Office to a full
branch. The preparatory works for the Beijing Branch have been

BEA's new sub-branch in Guangzhou at Huanshilu. L. . -
BT BN T B 28 T BB 7 o completed, and it is expected that the Branch will officially commence

business in the first quarter of 2003. In addition, in order to further
enhance its branch network in China, BEA will open more sub-

branches in cities in which it is already licensed to operate.

BEA obtained official approval in August 2002 to offer Internet
banking services in China, becoming the first foreign bank to
receive official sanction for such services. BEA Cyberbanking
was officially launched in China on 30th December, 2002,
offering an advanced, efficient and convenient channel for
customers to access their accounts.

BEA opened a branch in Kaohsiung in August 2002. This is
BEA's second branch in Taiwan, following the opening of the

Taipei Branch in 1997, and the first established by a Hong Kong-

based bank in Kaohsiung. EE//L\tof;igggy launched Cyberbanking in China
in late )

Looking ahead, BEA will continue to expand its branch network g;ﬁ;ﬁi{;@z FAF AL B IE S B A
b 7, °

in China, to develop products and services based on customer

demand, and to explore opportunities for forging strategic alliances with local banks in China.

OVERSEAS OPERATIONS

BEA serves its customers through a global network. The Bank has established branches and subsidiaries
in major international cities, in particular those with a high concentration of businesses and individuals
with ties to Hong Kong and China. In addition, the Bank has a comprehensive correspondent banking
network, catering for the international banking needs of its customers.

As of 31st December, 2002, BEA operated 19 overseas outlets in the United States, Canada, the United
Kingdom, the British Virgin Islands and Southeast Asia. These offices leverage the strength of the BEA
brand, combining local know-how with a deep knowledge of East Asia to serve the special needs of the
Overseas Chinese business community.

With a strict focus on BEA's unique strengths in the international marketplace, the overseas business units
achieved robust growth during 2002, recording a 32% increase in loan business and 13% rise in after tax
profits. The overseas portfolio is evenly balanced among the countries in which the Bank has a presence,
and performance is not greatly affected by changes in any single economy. The asset quality of the
overseas business units is good, and prospects for the future remain strong.

3 6 The Bank of East Asia, Limited Annual Report 2002



- BITEEHREE ()

BRTINEEBIN  ARBEEBOAREHER - KiEDTTN20029F6 AEMARELEER - BE ESTT
YR H1T18 - ATEIREMABMERNATT - MATHRESHARERS ARKEEEBNFEIIMRITZ
— © R2002412 7 - B —FFMSEM T TIRIMRITREARKER - MATEMNADTTRINEDITIER
EHRMEMER - RIEBRBEAMEGE - ANTAGAI02003FFE R 2006 F FED RIFMBEANRERENERS
AREEET -

2002F8A F FRARBITEAZEATIRARREARBLITNERD - A RDTHERTEEETK 1B
HAT[TE2003F F1FEIEAFE © i) AT SHEEEC B ECENBERBMMARSZIT » £—FSHEE
TERRNELZ

AITHR2002F8 AP B A RBITHAEBR NG L E T HEERTRYG - ARANEREACLE T HEERHEN
81T - BETLRIBITIRIEMN2002F 12 A30 B EREEAEL - ARFPREFELE  RE - FENESR AR -
AN - SHEDTTH200258 BIEIERFE o E2481997FEA1LRIDITE - RITESERINE BT
MEBRRAESHEMRI DT BB AMIETT o

RERE » TN EBBMERARS TR - HHOATEEENERMNRY - RESRERNBITES R
MHEREEERNEE -

BN TITRES

RGROTBNB2REPR - ATERREBUTHREDITHNERSE - LEREFTERTEEZ IR
FEHEEMALMXBEEFORTALER - R - HATEERSIHNSREBERTRENLS - REP
REZEmED BRI RITRS -

R2002F12 8310 » RERITVBINRE1MELEER - BHXE - NEA - RE - RBEXESNREE:
BRE - NMTELSEERPOEERTRITREN —EES - AHERTHBERBNEE - M ERTEHR
GRARERE - EAABINEABEEBRBEEXNRITRS -

RERITRBTEZNIE - EERTS L
BEEENTEENEY - ZBIDITHOE
BR2002F MRS AT BIRIE R - BERERT
EE32% » BREANA_EFH13%  EPAIBR
SRITREEBBHNERT - EEFAES
EEREMOENER  ZHRAALTER
BE-EREEEAMZBNEATE - Zi8ih
5 OBIMATTEBNEERERL - AR
RIRINEIFERE -

=
Al

The Bank of East Asia (U.S.A.) N.A. — the banking subsidiary in California, U.S.A.
{2 O SE B N e B B 2R 1T — SEBI R ZERAT o

RERTERDA 2002558 | 37



Executive Directors’ Report (continued)

Overseas lending now comprises 12% of the BEA Group business. In the coming years the Bank will
continue to invest more resources in the overseas business units, so as to further enlarge the Bank's client
base and enhance the scope of services.

In 2003, the Bank's US subsidiary, The Bank of East Asia (U.S.A.) N.A. ("BEA USA") will expand its branch
network in Southern California. Moreover, an application will be made to the US authorities to seek
approval for a reorganisation enabling BEA USA to establish new branches in New York state. This expansion
aims to provide better services to the growing Chinese communities in the two states.

HUMAN RESOURCES

BEA Group employees at the end of December 2002:

Hong Kong 3,849
Other Greater China 783
Overseas 374
Total 5,006

With the completion of the process of merging First Pacific Bank with BEA, a series of human resource
programmes were implemented to standardise personnel policies throughout the organisation. Measures
included salary alignment, new grading structure, enhancement of the performance appraisal system,
alignment of staff benefits with the market and last, but not least, new employee care and support
programmes. In addition, customised training courses were provided to enable staff to perform effectively
in their new roles under a dynamic organisation structure. Continuing professional training was also
provided for licensed intermediaries of related financial businesses to upgrade and enhance their professional
competency and integrity.
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Financial Summary

- TOTAL CAPITAL RESOURCES & 7~ #4%E

* Restated due to changes in accounting policies * A+ K E B MEH
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- PROFIT ATTRIBUTABLE TO SHAREHOLDERS Ji& 3R FE {5 % 7l

* Restated due to changes in accounting policies * Bl @& B & 2 & i &7

HK Dollars Million

BEEET
2,400
1,887*
2,000
1,600
* .
1,600 1,481
1,288
1,200
812*
800
400
1998 1999 2000 2001 2002

FIVE-YEAR COMPARISON 5% Lb B

1998 1999 2000 2001 2002
HK$MIl HK$MIil HK$MIl HK$MIl HK$MIil
BMEET SMEET  BMEET  SMEET  SMEET
Total capital fe}éﬁ%gfces 14,335* 15,702* 20,088* 22,538 23,196
Customer deposits 100,889 112,259 138,747 140,817 141,662
EFEBH ' ' ' ' '
Debt instruments issued 12,667 10,680 10,496 8,902 10,277
DT ESE
Advances to customers 83,644 84,074 103,994 108,175 108,409
EEEH
Total assets * * *
e 135,766* 145,483* 179,168* 181,765 185,243
Loan to deposit ratio 749, 68% 70% 72% 71%
EREERLE ° ° ? ° ’
Profit attributable to shareholders 812* 1481 * 1887 * 1,600 1,288
PR {3 ' ' ' ’
Earnings per share HK$0.60* HK$1.07* HK$1.34* HK$1.12 HK$0.89
SREF
Dividend per share HK$0.32 HK$0.53 HK$0.65 HK$0.54 HK$0.56

BREE ) ) . . "
* Restated due to changes in accounting policies * I &FHHFZE B

RGRAERAA 002558 | 4]



Notice of Eighty-Fourth Annual General Meeting

NOTICE IS HEREBY GIVEN that the Eighty-fourth Annual General Meeting of the members of the Bank will be held in the Ballroom,
The Ritz-Carlton, 3 Connaught Road Central, Hong Kong on Tuesday, 25th March, 2003 at 11:00 a.m. for the following purposes:

1 To receive and consider the Profit and Loss Account and Balance Sheets for the year ended 31st December, 2002 together with
the Reports of the Directors and of the Auditors;

2 To declare a final dividend;
3 To elect Directors;
4 To appoint Auditors;

As special business, to consider and, if thought fit, pass with or without amendments, the following resolutions:

Ordinary Resolutions
5 "THAT
(a) a general mandate be and is hereby unconditionally given to the Directors to exercise during the Relevant Period all the

powers of the Bank to allot, issue and dispose of additional shares of the Bank and to make or grant offers, agreements,
options or warrants which would or might require the exercise of such powers either during or after the Relevant Period, not
exceeding 20% of the aggregate nominal value of the share capital of the Bank in issue as at the date of this Resolution as
increased by the scrip dividend issue approved pursuant to item 2 of the Notice of this Meeting; otherwise than any shares
which may be issued pursuant to the following events:
(i) arights issue;
(i) the exercise of the rights of conversion attached to the Convertible Bonds due 2003 issued by the Bank;

(iii) any option scheme or similar arrangement for the time being adopted for the grant or issue to the employees of the Bank
and its subsidiaries of shares or rights to acquire shares of the Bank; or

(iv) any scrip dividend or similar arrangement in accordance with the Articles of Association of the Bank; and
(b) for the purposes of this Resolution:
‘Relevant Period’ means the period from the passing of this Resolution until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Bank;
(ii) the expiration of the period within which the next Annual General Meeting of the Bank is required by law to be held; and
(iii) the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the members in
general meeting.”
6 “THAT

(a) a general mandate be and is hereby unconditionally granted to the Directors to exercise during the Relevant Period all the
powers of the Bank to repurchase ordinary shares of HK$2.50 each in the capital of the Bank in accordance with all applicable
laws and the requirements of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited or
of any other stock exchange as amended from time to time provided however that the aggregate nominal amount of the
shares to be repurchased pursuant to the approval in this paragraph shall not exceed 10% of the share capital of the Bank in
issue as at the date of this Resolution as increased by the scrip dividend issue approved pursuant to item 2 of the Notice of this
Meeting; and

(b) for the purposes of this Resolution:
‘Relevant Period’ means the period from the passing of this Resolution until whichever is the earlier of:
(i) the conclusion of the next Annual General Meeting of the Bank;
(i) the expiration of the period within which the next Annual General Meeting of the Bank is required by law to be held; and

(iii) the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the members in
general meeting.”

7 "THAT, conditional on the passing of Resolutions in item 5 and item 6 of the Notice of this Meeting, the general mandate granted
to the Directors to allot shares pursuant to the Resolution set out in item 5 of the Notice of this Meeting be and is hereby extended
by the addition to the aggregate nominal amount of the share capital which may be allotted or agreed to be allotted by the
Directors pursuant to such general mandate an amount representing the aggregate nominal amount of the share capital of the
Bank repurchased by the Bank under the authority granted pursuant to the Resolution set out in item 6 of the Notice of this
Meeting.”

Special Resolution
8 "THAT the Articles of Association of the Bank be and are hereby amended in the following manner:
(a) By deleting Article 84 in its entirety.

(b) By adding the words “or more” immediately after the words “from time to time appoint one” and by deleting the word
“Executive” and substituting therefor the word “Executive(s)” in Article 85(A).
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Notice of Eighty-Fourth Annual General Meeting (continued)

(c) By deleting the word “Executive” and substituting therefor the word “Executive(s)” in Article 85(B).
(d) By deleting the word “Executive” and substituting therefor the word “Executive(s)” in Article 85(C).
(e) By deleting the word “Executive” and substituting therefor the word “Executive(s)” in Article 86.
(

f) By deleting the existing Article 101 in its entirety and substituting therefor with the following new Article 101:

101. Notice of a Board meeting shall be deemed to be duly given to a Director if it is given to him either in writing or by word
of mouth or by telephone or by facsimile at the facsimile number from time to time notified to the Company by such
Director or by telex or telegram at the address from time to time notified to the Company by such Director or by
electronic mail at the electronic mail address from time to time notified to the Company by such Director or in such other
manner as the Board may from time to time determine. A Director absent or intending to be absent from Hong Kong
may request the Board that notices of Board meetings shall during his absence be sent to him in such manner as
described above, but such notices need not be given any earlier than notices given to Directors not so absent and in the
absence of any such request it shall not be necessary to give notice of a Board meeting to any Director who is for the time
being absent from Hong Kong. A Director may waive notice of any meeting either prospectively or retrospectively.

(9) By deleting the existing Article 102 in its entirety and substituting therefor with the following new Article 102:
102.The quorum necessary for the transaction of the business of the Board may be fixed by the Board and, unless so fixed at
any other number, shall be four. A meeting of the Directors may be held by means of telephone or videoconferencing or
any other electronic means provided that all participants are thereby able to communicate immediately by voice with all
other participants. Any Director who ceases to be a Director at a Board meeting may continue to be present and to act
as a Director and be counted in the quorum until the termination of the Board meeting if no other Director objects and
if otherwise a quorum of Directors would not be present.

(h) By deleting the existing Article 128 in its entirety and substituting therefor with the following new Article 128:
128.(A) The Directors shall, from time to time, in accordance with the Ordinance, cause to be prepared and to be laid before
the annual general meeting of the Company the relevant financial documents required by the Ordinance. The
Directors may also cause to be prepared a summary financial report if they think fit, which may be provided to
Members and/or debenture holders instead of the relevant financial documents in circumstances permitted by the
Stock Exchange.

(B) Subject to paragraph (C) below, a copy of the relevant financial documents or the summary financial report shall,
not less than 21 days before the meeting, be delivered or sent by post to the registered address of every Member
and debenture holder of the Company, or in the case of a joint holding to the Member or debenture holder (as the
case may be) whose name stands first in the appropriate Register in respect of the joint holding. No accidental non-
compliance with the provisions of this Article shall invalidate the proceedings at the meeting.

(C) Where a Member or debenture holder of the Company has, in accordance with the Ordinance and any rules prescribed
by the Stock Exchange from time to time, consented to treat the publication of the relevant financial documents
andjor the summary financial report on the Company’s computer network as discharging the Company's obligation
under the Ordinance to send a copy of the relevant financial documents and/or the summary financial report, then
subject to compliance with the publication and notification requirements of the Ordinance and any rules prescribed
by the Stock Exchange from time to time, publication by the Company on the Company’s computer network of the
relevant financial documents and/or the summary financial report at least 21 days before the date of the meeting
shall, in relation to each such Member or debenture holder of the Company, be deemed to discharge the Company’s
obligations under paragraph (B) above.

(D) For the purpose of this Article, “relevant financial documents” and “summary financial report” shall have the meaning
ascribed to them in the Ordinance.

(i) By deleting the existing Article 130 in its entirety and substituting therefor with the following new Article 130:

130.Any notice or document to be given or issued under these Articles shall be in writing, except that any such notice or
document to be given or issued by or on behalf of the Company under these Articles (including any “corporate
communication” within the meaning ascribed thereto in the Listing Rules) shall be in writing which may or may not be in
a transitory form and may be recorded or stored in any digital, electronic, electrical, magnetic or other retrievable form or
medium and information in visible form (including an electronic communication and publication on a computer network)
whether having physical substance or not may be served or delivered by the Company by any of the following means
subject to and to such extent permitted by and in accordance with the Ordinance, the Listing Rules and any applicable
laws, rules and regulations:

(i) personally,

(i) by sending it through the post in a properly prepaid letter, envelope or wrapper addressed to a Member at his
registered address as appearing in the Register or in the case of another entitled person (as defined in the Ordinance),
to such address as he may provide,

(iii) - by delivering or leaving it at such address as aforesaid;

(iv) by advertisement in an English language newspaper and a Chinese language newspaper in Hong Kong;
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Notice of Eighty-Fourth Annual General Meeting (continued)

(v) by transmitting it as an electronic communication to the entitled person at such electronic address as he may have
provided; or

(vi) by publishing it on a computer network.

In the case of joint holders of a share, all notices shall be given to that one of the joint holders whose name stands first
in the Register and notice so given shall be sufficient notice to all the joint holders.

(j) By deleting the existing Article 131 in its entirety and substituting therefor with the following new Article 131:
131.Any notice or document (including any “corporate communication” within the meaning ascribed thereto in the Listing
Rules) given or issued by or on behalf of the Company:

(i) if sent by post, shall be deemed to have been served on the day following that on which the envelope or wrapper
containing the same is put into a post office situated within Hong Kong and in proving such service it shall be
sufficient to prove that the envelope or wrapper containing the notice or document was properly prepaid, addressed
and put into such post office (airmail if posted from Hong Kong to an address outside Hong Kong) and a certificate
in writing signed by the Secretary or other person appointed by the Board that the envelope or wrapper containing
the notice or document was so properly prepaid, addressed and put into such post office shall be conclusive evidence
thereof:

(i) if not sent by post but delivered or left at a registered address by the Company, shall be deemed to have been
served on the day it was so delivered or left;

(iii) - if published by way of a newspaper advertisement, shall be deemed to have been served on the date on which it is
advertised in one English language newspaper and one Chinese language newspaper in Hong Kong;

(iv) if sent as an electronic communication, shall be deemed to have been served at the time when the notice or
document is transmitted electronically provided that no notification that the electronic communication has not
reached its recipient has been received by the sender, except that any failure in transmission beyond the sender's
control shall not invalidate the effectiveness of the notice or document being served; and

(v) if published on the Company's computer network, shall be deemed to have been served on the day on which the
notice or document is published on the Company's computer network to which the entitled person may have
access.

(k) By adding the following new Article 131A immediately after Article 131:
131A.(A) The signature to any notice or document by the Company may be written, typed, printed or made electronically.

(B) Subject to any applicable laws, rules and regulations, any notice or document, including but not limited to the
documents referred to in Article 128 and any “corporate communication” within the meaning ascribed thereto in
the Listing Rules, may be given in the English language only, in the Chinese language only or in both the English
language and the Chinese language.

(I) By deleting the existing Article 135 in its entirety and substituting therefor with the following new Article 135:
135.Every Director, Executive Director, manager, secretary and officer of the Company shall be indemnified out of the funds
of the Company against all liabilities incurred by him as such Director, Executive Director, manager, secretary or officer in
defending any proceedings, whether civil or criminal, in which judgment is given in his favour, or in which he is acquitted,
or in connection with any application under the Ordinance in which relief from liability is granted to him by the Court.”

By Order of the Board

Molly HO Kam-lan
Company Secretary

Hong Kong, 11th February, 2003

Notes:

(@) The Register of Members of the Bank will be closed from Thursday, 27th February, 2003 to Tuesday, 4th March, 2003. In order to
qualify for the final dividend, all transfer documents should be lodged for registration with Standard Registrars Limited, G/F., Bank
of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, by 4:00 p.m. Wednesday, 26th February, 2003.

(b) A member entitled to attend and vote at the above Meeting may appoint a proxy to attend and vote in his place. The number of
proxy so appointed shall not exceed two. A proxy need not be a member.

(c) The Memorandum and Atrticles of Association of the Bank is written in English. There is no official Chinese translation in respect
thereof. Therefore, the Chinese version of the Resolution as set out in item 8 above on amendments of Articles of Association is
purely a translation only. Should there be any discrepancies, the English version will prevail. The purposes of the amendments are
included in a separate circular to members of the Bank which is despatched to members with this Annual Report.
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List of Branches

LOCAL BRANCH NETWORK At 5174% |
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Hong Kong Branches &i& 21T
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Aberdeen
Bonham Road
Caine Road
Causeway Bay
Causeway Road
Central

Chai Wan

181 Des Voeux
Road Central

Des Voeux

Road West

Happy Valley
Harbour Road
High Net Worth
Centre Hong Kong

International
Finance Centre
Jervois Street
Johnston Road
Kennedy Town Centre
King’s Road

Lei King Wan

Lei Tung Estate
Lyndhurst Terrace
North Point
Pokfulam Gardens
Port Centre
Quarry Bay
Queen’s Road East
Revenue Tower
Sai Ying Pun
Shaukiwan
Sheung Wan

Siu Sai Wan
Taikoo Shing

The University of
Hong Kong

Times Square
Wanchai

Wong Chuk Hang
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List of Branches (continued)

CHINA BRANCH NETWORK HEIS{7#8% |

Beijing Branch

Shanghai Branch

Shanghai Puxi Sub-Branch

Dalian Branch

Xi'an Branch

Xiamen Branch

Guangzhou Branch

Guangzhou Huanshilu Sub-Branch
Shenzhen Branch

Zhuhai Branch

Tianjin Representative Office
Qingdao Representative Office
Fuzhou Representative Office
Wuhan Representative Office
Chongging Representative Office
Chengdu Representative Office
Macau Branch

Taipei Branch

Kaohsiung Branch
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(86 20) 8755 1892
(86 20) 8386 0338
(86 755) 8228 2349
(86 756) 889 6868
(86 22) 2332 1662
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(86 591) 780 9306
(86 27) 8376 8690
(86 23) 6373 0386
(86 28) 8678 7688
(853) 370 662
(886 2) 2545 5639
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OVERSEAS BRANCH NETWORK #5174 4% \\

London Branch

Birmingham Branch

New York Branch

New York Midtown Branch

Los Angeles Branch

The Bank of East Asia (U.S.A.) N.A.

e Alhambra Main Branch

e City of Industry Branch

The Bank of East Asia (Canada)
e Richmond Hill Main Branch
e Markham Branch
e Mississauga Branch
e Scarborough Branch

* Vancouver Branch
Singapore Branch
Labuan Branch

The Bank of East Asia (BVI) Limited

Flushing Loan Production Office
Ho Chi Minh City Representative Office
Kuala Lumpur Representative Office

Manila Representative Office
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(1 905) 940 2218
(1 905) 890 2388
(1 416) 298 6883
(1 604) 278 9668

(65) 6224 1334
(60 87) 451 145

(1 284) 494 6775

(1718) 886 9765
(84 8) 822 8256
(60 3) 2026 6210

(63 2) 884 1064
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Report of the Directors

The Directors have pleasure in presenting their report together with the audited accounts for the year
ended 31st December, 2002.

PRINCIPAL ACTIVITIES

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

PROFIT |

The consolidated profit of the Group for the year ended 31st December, 2002, together with particulars
of the appropriations which have been made therefrom or which are recommended, and the state of the
Bank’s and the Group’s affairs as at that date are set out in the accounts on pages 70 to 137.

MAJOR CUSTOMERS ‘

The Directors believe that the five largest customers of the Group accounted for less than 30% of the
total of interest income and other operating income of the Group for the year.

DONATIONS \“

Donations made by the Group during the year for charitable and community purposes amounted to
approximately HK$2,008,000 (2001: HK$2,519,000).

SHARE CAPITAL ‘

During the year, a sum of HK$29,809,000 standing to the credit of the share premium account was
capitalised and applied in paying up in full at par 11,923,284 shares of HK$2.50 each which were allotted
and issued to shareholders who had elected to receive new shares in lieu of the 2001 final dividend and
the 2002 interim dividend.

During the year, 937,200 shares of HK$2.50 each were issued for cash at premium totalling HK$ 12,678,000
on the exercise of options granted under the approved Staff Share Option Schemes.

CONNECTED TRANSACTION ‘

On 26th June, 2002, the Bank entered into a memorandum of agreement for the sale and purchase of
406,660 sg.ft. in “Millennium City 5" (the “Property”), a proposed new building to be erected in Kwun
Tong, with Garudia Limited and Lunalite Company Limited, both wholly-owned subsidiaries of Sun Hung
Kai Properties Limited (“SHKP"). The Property comprises 15 entire levels, a portion of a further level, a
portion of the roof and 40 car-parking spaces. Upon the satisfaction of the condition stated in the
memorandum of agreement, the parties entered into a formal sale and purchase agreement on 9th
August, 2002. The consideration was HK$1,333,844,800 (subject to final adjustments and inclusive of
stamp duty). As Garudia Limited and Lunalite Company Limited are wholly-owned subsidiaries of SHKP,
their obligations under the sale and purchase agreement are guaranteed by SHKP.

Thomas KWOK Ping-kwong, an Independent Non-executive Director of the Bank, is also an executive
director of SHKP. Mr. Kwok, together with his family interests taken together, is directly or indirectly
interested in more than 30% of the voting powers of SHKP and therefore the transaction constitutes a
connected transaction for the Bank, details of which were set out in the announcement dated 26th June,
2002 issued by the Bank.
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Report of the Directors (continued)

CONVERTIBLE BONDS DUE 2003 |

In 2002, the Bank repurchased HK$197,315,000 (US$25,300,000) of the Convertible Bonds due 2003
("Bonds") from the market and such Bonds were cancelled upon settlement. During the year ended 31st
December, 2002, no Bonds were converted or redeemed by the Bondholders, and there were
HK$119,637,000 (US$15,340,000) of the Bonds outstanding at 31st December, 2002. The Bonds are
listed on the Luxembourg Stock Exchange.

DEALINGS IN LISTED SECURITIES OF THE BANK ‘

Save for the repurchase of HK$197,315,000 (US$25,300,000) Convertible Bonds, there was no purchase,
sale or redemption by the Bank, or any of its subsidiaries, of listed securities of the Bank during the year
ended 31st December, 2002.

DIRECTORS |
The present Directors of the Bank are shown on page 5.
On 1st August, 2002, Arthur LI Kwok-cheung resigned as a Director of the Bank.

In accordance with the Articles of Association of the Bank, apart from the Chief Executive, all the Directors
including Non-executive Directors are subject to retirement by rotation and re-election at the Annual
General Meeting. Accordingly, George HO, WONG Chung-hin, LEE Shau-kee, Simon LI Fook-sean and
Allan WONG Chi-yun retire and, with the exception of George HO who does not seek re-appointment, all
the other retiring Directors, being eligible, offer themselves for re-election at the Annual General Meeting
to be held on Tuesday, 25th March, 2003.

None of the Directors of the Bank has a service contract with the Bank.

No contracts of significance to which the Bank or any of its subsidiaries was a party and in which a
Director of the Bank had a material interest subsisted at the end of the year or at any time during the year.

None of the Directors of the Bank is interested in any business apart from the Bank’s business, which
competes or is likely to compete, either directly or indirectly, with the Bank’s business.

At no time during the year was the Bank or any of its subsidiaries a party to any arrangement to enable
the Directors or Chief Executive of the Bank or their spouses or children under 18 years of age to acquire
benefits by means of the acquisition of shares in or debentures of the Bank or any other body corporate
with the exception of the Staff Share Option Schemes, details of which are set out in the following section
under the heading “Information on Share Options”, and Notes 2(s)(iv) and 34 on the accounts.

The Chairman and each of the Directors, including the Independent Non-executive Directors, received
HK$150,000 and HK$75,000 respectively as directors’ fees for the year ended 31st December, 2002. The
fee to the Director who resigned during the year was paid in accordance with his length of service.
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Report of the Directors (continued)

AUDIT COMMITTEE \‘\

The composition of the Committee is shown on page 5. On 28th November, 2002, Winston LO Yau-lai
succeeded Alan LI Fook-sum as Chairman; Alan LI Fook-sum remains as a member of the Committee.
Thomas KWOK Ping-kwong was appointed a member on 6th February, 2002. As the majority of the
members, including the Chairman, are Independent Non-executive Directors, the Committee is independent
of management.

The Committee is responsible for reviewing and supervising the Group’s financial reporting process, and
internal control systems including risk management. In respect of the review of financial reports and
internal controls, issues raised have been addressed by management. The work and findings of the
Committee have been reported to the Board. No issues brought to the attention of management and the
Board are of sufficient importance to require disclosure in the Annual Report.

The Committee met three times during 2002. Winston LO Yau-lai and Allan WONG Chi-yun attended all
three meetings; WONG Chung-hin and Alan LI Fook-sum attended two meetings each; Thomas KWOK
Ping-kwong attended one meeting (out of two meetings held following his appointment to the Audit
Committee); LEE Shau-kee was unable to attend scheduled meetings during the year.

The Chairman received HK$20,000 and each of the members of the Committee received HK$10,000 as
remuneration for the year ended 31st December, 2002.

NOMINATION COMMITTEE \‘

The Committee is chaired by Simon LI Fook-sean and the other members are David LI Kwok-po, LI Fook-
wo, George HO (will retire on 25th March, 2003), LEE Shau-kee, Allan WONG Chi-yun and Aubrey LI
Kwok-sing.

The Committee is responsible for recommending to the Board all new appointments of Directors, senior
management and key personnel of the Bank and the review of the management succession planning for
senior management and key personnel of the Bank.

No remuneration was paid to the Chairman or the members of the Committee for the year ended 31st
December, 2002.

~

REMUNERATION COMMITTEE |

The Committee is chaired by George HO (will retire on 25th March, 2003) and the other members are
Simon LI Fook-sean, Allan WONG Chi-yun, Aubrey LI Kwok-sing and Thomas KWOK Ping-kwong (appointed
on 11th February, 2003).

The Committee is responsible for reviewing and recommending the remuneration packages of senior
management and key personnel of the Bank and also to recommend the remuneration policy framework
to the Board.

The Chairman received HK$20,000 and each of the members of the Committee received HK$10,000 as
remuneration for the year ended 31st December, 2002.

OTHER COMMITTEES ‘

There are seven other specialised committees formed under the Board, namely Sealing Committee, Executive
Committee, Credit Committee, Asset and Liability Management Committee, Investment Committee, Policy
Committee and Crisis Management Committee. The roles, functions and composition of these committees
are disclosed in Point (7) of Unaudited Supplementary Financial Information.
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Report of the Directors (continued)

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS \

As at 31st December, 2002, the beneficial interests of the Directors and Chief Executive in the share
capital of the Bank disclosed in accordance with the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) were as follows:

Number of Ordinary Shares Held

Personal Family Corporate Other Total
Name Interests Interests Interests Interests Interests
David LI Kwok-po 17,437,894 639,336 - - 18,077,230¢
LI Fook-wo 1,235,804 - - - 1,235,804
George HO 891,250 - 8,197,8562 - 9,089,106
WONG Chung-hin 46,810 344,131 — — 390,941
Alan LI Fook-sum 6,994,329 - 30,227,922 - 37,222,251
LEE Shau-kee 647,985 - 1,000,000° - 1,647,985
Simon LI Fook-sean 894,000 3,113,000 - - 4,007,000
Allan WONG Chi-yun - 124 - 10,269,870 10,269,994
Aubrey LI Kwok-sing 22,277 31,670 - 30,955,378< 31,009,325
Joseph PANG Yuk-wing 204,318 — — — 204,318¢
William MONG Man-wai 748,906 - - - 748,906
CHAN Kay-cheung 218,610 - - - 218,610
Winston LO Yau-lai - - - - Nil
KHOO Kay-peng - - 1,000,000° - 1,000,000
Thomas KWOK Ping-kwong = = = = Nil
Richard LI Tzar-kai - - - - Nil

Notes:

(@) Such shares were held through corporations in which the respective Directors control one-third or more of the voting power.
(b) Such shares were held through discretionary trusts in which family members of Allan WONG Chi-yun are beneficiaries.
(c)  Such shares were held through a discretionary trust in which Aubrey LI Kwok-sing is one of the beneficiaries.

(d) Apart from the shares as disclosed herein, share options to subscribe for ordinary shares of the Bank have been granted to David
LI Kwok-po, Joseph PANG Yuk-wing and CHAN Kay-cheung pursuant to the approved Staff Share Option Schemes. Information in
relation to their share options during the year ended 31st December, 2002 is shown in the following section under the heading
“Information on Share Options”.
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Report of the Directors (continued)

N

INFORMATION ON SHARE OPTIONS \

Information in relation to share options disclosed in accordance with the Listing Rules is as follows:
(1) Movement of share options during the year ended 31st December, 2002:

Number of Share Options

Date of Outstanding Outstanding

Name Grant' at 1/1/2002  Granted Exercised Lapsed at 31/12/2002
David LI Kwok-po 29/4/1997 136,800 = = 136,800 =
20/4/1998 133,800 = = = 133,800

21/4/1999 145,000 - - - 145,000

20/4/2000 145,000 - - - 145,000

19/4/2001 850,000 - - - 850,000

18/4/2002 - 850,000% = - 850,000

Joseph PANG Yuk-wing  29/4/1997 122,400 = = 122,400 =
20/4/1998 119,400 - - - 119,400

21/4/1999 130,000 - - - 130,000

20/4/2000 130,000 - - - 130,000

19/4/2001 400,000 = = = 400,000

18/4/2002 - 400,000? = = 400,000

CHAN Kay-cheung 29/4/1997 122,400 - - 122,400 -
20/4/1998 119,400 - - - 119,400

21/4/1999 130,000 - - - 130,000

20/4/2000 130,000 = = = 130,000

19/4/2001 400,000 = = = 400,000

18/4/2002 - 400,000? = = 400,000

Aggregate of other 29/4/1997 13,013,400 - - 13,013,400 -
Employees* 20/4/1998 5,410,600 - 286,200° 135,800 4,988,600
21/4/1999 4,658,000 = 553,0003 - 4,105,000

20/4/2000 11,295,000 = 98,000° 474,000 10,723,000

19/4/2001 3,870,000 = = 160,000 3,710,000

18/4/2002 - 3,975,000 - 120,000 3,855,000

* Employees working under employment contracts that were regarded as “Continuous Contracts” for the purpose of the Hong

Kong Employment Ordinance

(2) No share options were cancelled during the year ended 31st December, 2002.

3) The accounting policy adopted for share options is set out in Note 2(s)(iv) on the accounts.
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Report of the Directors (continued)

Notes:
1. Particulars of share options:
Exercise Price
Date of Grant Vesting Period Exercise Period Per Share
HK$
29/4/1997 29/4/1997 — 28/4/1998 29/4/1998 — 29/4/2002 24.59
20/4/1998 20/4/1998 — 19/4/1999 20/4/1999 — 20/4/2003 15.30
21/4/1999 21/4/1999 — 20/4/2000 21/4/2000 — 21/4/2004 12.09
20/4/2000 20/4/2000 - 19/4/2001 20/4/2001 — 20/4/2005 16.46
19/4/2001 19/4/2001 — 18/4/2002 19/4/2002 — 19/4/2006 16.96
18/4/2002 18/4/2002 - 17/4/2003 18/4/2003 - 18/4/2007 15.80
2. (i) The closing price of the shares of the Bank immediately before 18th April, 2002 on which the options were granted
was HK$15.60.
(ii) Value of share options granted during the year ended 31st December, 2002:
The Directors consider that it is not appropriate to disclose the value of options granted during the year ended 31st
December, 2002, since any valuation of the options would be subject to a number of assumptions that would be
subjective and uncertain. The Directors believe that the evaluation of options based upon speculative assumptions
would not be meaningful and would be misleading to shareholders.
3. Annual weighted average ("AWA”) closing price of the shares of the Bank immediately before the date on which the Options
were exercised during the year ended 31st December, 2002:
No. of Options Exercise Price AWA
Date of Grant Exercised Per Share Closing Price
HK$ HK$
20/4/1998 286,200 15.30 16.43
21/4/1999 553,000 12.09 16.04
20/4/2000 98,000 16.46 16.89

Save as disclosed above, as at 31st December, 2002, none of the Directors or Chief Executive of the Bank
or their spouses or children under 18 years of age were granted or exercised any right to subscribe for any
equity or debt securities of the Bank or any of its associated corporations.
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Report of the Directors (continued)

INFORMATION ON SHARE OPTION SCHEME |

At the 2002 Annual General Meeting of the Bank held on 26th March, 2002, the Bank adopted the Staff
Share Option Scheme 2002 (the “Scheme”) and, at the same time, terminated the Staff Share Option
Scheme 1999.

The following is a summary of the Scheme disclosed in accordance with the Listing Rules:

1. Purpose of the Scheme:
(a) The Scheme is a share incentive scheme and is established to recognise and
acknowledge the contributions that eligible persons had made or may make to the
Group.
(b) The Scheme will provide the eligible persons with an opportunity to have a personal
stake in the Bank with the view to motivating the eligible persons to optimise their
performance and efficiency for the benefit of the Group.

2. Participants of the Scheme:
The Board may at its discretion grant options to any employees including Executive Directors
and Chief Executive of the Group.

3. Total number of shares available for issue under the Scheme and % of issued share
capital at 31st December, 2002:
The number of shares available for issue under the Scheme is 71,696,959 shares representing
4.96% of the issued share capital at 31st December, 2002.

4. Maximum entitlement of each participant under the Scheme:

No options may be granted to any eligible persons which if exercised in full would result in the
total number of shares issued and to be issued upon exercise of the share options already
granted or to be granted to such eligible person under the Scheme or any other schemes of
the Bank (including exercised, cancelled and outstanding share options) in the 12-month
period up to and including the date of such new grant exceeding 1% of the issued share
capital as at the date of such new grant. Any grant of further options above this limit shall be
subject to certain requirements as stipulated in the rules of the Scheme.

5. The period within which the shares must be taken up under an option:
Beginning on the first anniversary of the Date of Grant of such options and ending on the
fifth anniversary thereof.

6. The minimum period for which an option must be held before it can be exercised:
From the Date of Grant of such options up to the day immediately before the first anniversary
thereof.

7. The amount payable on application or acceptance of the option and the period within
which payments or calls must or may be made or loans for such purposes must be
paid:

Not applicable.

8. The basis of determining the exercise price:

The exercise price is determined by the Directors and being not less than the highest of:

(a) the closing price of the Bank’s shares in the Stock Exchange’s daily quotations sheet on
the date of grant of the relevant options;

(b) an amount equivalent to the average closing price of the Bank’s shares as stated in the
Stock Exchange’s daily quotation sheets for the 5 business days immediately preceding
the date of grant of the relevant options; and

(c) the nominal value of the Bank's shares.

9. The remaining life of the Scheme:
The Scheme Period will end on 25th March, 2007.

_ .eT WA .o W T W T W,
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Report of the Directors (continued)

~
SUBSTANTIAL SHAREHOLDERS' INTERESTS |

So far as is known to the Directors, none of the shareholders of the Bank was interested in 10% or more
of the issued share capital of the Bank which was required to be recorded in the Register of Interests
pursuant to Section 16(1) of the Hong Kong Securities (Disclosure of Interests) Ordinance as at 31st
December, 2002.

COMPLIANCE \‘

(M In preparing the accounts for 2002, the Bank has fully complied with the module set out in the
Supervisory Policy Manual “Financial Disclosure by Locally Incorporated Authorized Institutions”
issued by the Hong Kong Monetary Authority on 8th November, 2002.

(2) The Bank has complied with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules throughout the year ended 31st December, 2002.

AUDITORS |

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming
Annual General Meeting.

On behalf of the Board
David LI Kwok-po
Chairman and Chief Executive

Hong Kong, 11th February, 2003
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Report of the Auditors

KPMG

TO THE SHAREHOLDERS OF THE BANK OF EAST ASIA, LIMITED

(Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 70 to 137 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS \\‘

The Hong Kong Companies Ordinance requires the Directors to prepare accounts which give a true and
fair view. In preparing accounts which give a true and fair view it is fundamental that appropriate accounting
policies are selected and applied consistently, that judgements and estimates are made which are prudent
and reasonable and that the reasons for any significant departure from applicable accounting standards
are stated.

It is our responsibility to form an independent opinion, based on our audit, on those accounts and to
report our opinion to you.

BASIS OF OPINION ‘

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the accounts. It also includes an assessment of the significant estimates and judgements
made by the Directors in the preparation of the accounts, and of whether the accounting policies are
appropriate to the Bank's and the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the accounts are free from material misstatement. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the accounts. We believe that our audit provides a
reasonable basis for our opinion.

~

OPINION |

In our opinion, the accounts give a true and fair view of the state of affairs of the Bank and of the Group
as at 31st December, 2002 and of the Group’s profit and cash flows for the year then ended and have
been properly prepared in accordance with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

Hong Kong, 11th February, 2003
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= 22
Consolidated Profit and Loss Account #R& B &R
For the year ended 31st December, 2002 HZE2002F12 A31 HIFFE
2002 2001
Notesffzt ~ HKS'000EMF 5T HKS$ 0008 8 F 7T
Interest income FBUA 6,552,915 9,742,663
Interest expense MBS H (2,727,277) (5,765,245)
Net interest income FRSWA 3,825,638 3,977,418
Non-interest income FEFIBHA 4 1,582,288 1,234,567
Operating income KU 5,407,926 5,211,985
Operating expenses WETH 5 (2,886,949) (2,860,768)
Operating profit before provisions RIBREBRLERH 2,520,977 2,351,217
Charge for bad and doubtful debts BERRREX N 6 (810,939) (432,385)
Operating profit after provisions ENBRAERE 2 48 & 5 A 1,710,038 1,918,832
Net (loss)/profit on disposal of fixed assets HEBTEEZF (B1R) /a5 (31,167) 8,369
Revaluation deficit on investment properties EHREMESE (92,257) =
Net profit on disposal of held-to-maturity debt ~ HEFZEHESES - REFFMN
securities, investment securities and associates B2 B 7F 5 7 456 21,445
Provisions on held-to-maturity debt securities, ~ #HZEZIHERES  KEEFM
investment securities and associates B AR ERS TR (39,581) (45,049)
Share of profits less losses of associates FEMREEE A R FREE 32,656 (12,741)
Profit for the year before taxation FERBREANEF 7 1,580,145 1,890,856
Taxation B 8 (265,696) (279,119)
Profit for the year after taxation FE AT R F 1,314,449 1,611,737
Minority interests DERR R -~ (26,071) (11,931)
Profit attributable to shareholders AR R PE A 9 1,288,378 1,599,806
Appropriations: B®
Transfer to general reserve Bl —REE 29(b) - 462,000
Dividends attributable to the year AEBEEANRE 10
Interim paid SR ap: e, 302,348 300,430
Final paid in respect of previous year BB LFERERE 148 1,821
Final proposed FORAR AR S 506,221 473,050
HK$ &% HK$ E
Earnings per share BiEF
— basic — BN 11(a) 0.89 1.12
— diluted — 11(b) 0.89 1.12
- cash - R/& 11(c) 0.99 1.19

The notes on pages 75 to 137 form part of these
accounts.

T
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As at 31st December, 2002

Cash and short-term funds

Placements with banks and other
financial institutions maturing
between one and twelve months

Trade bills less provisions

Certificates of deposit held

Other investments in securities

Advances and other accounts less provisions
Held-to-maturity debt securities

Investment securities

Investments in associates

Goodwill

Fixed assets

Total Assets

Deposits and balances of banks and
other financial institutions

Deposits from customers
Certificates of deposit issued
Convertible bonds issued

Tax and deferred taxation
Other accounts and provisions

Total Liabilities

Loan capital
Minority interests

Share capital
Reserves

Shareholders’ Funds
Total Capital Resources
Total Capital Resources and Liabilities

Approved and authorised for issue by the
Board of Directors on 11th February, 2003.

Chairman and
Chief Executive
Directors

David LI Kwok-po
LI Fook-wo
George HO
WONG Chung-hin

The notes on pages 75 to 137 form part of these
accounts.
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15

25

25
16(a)
17,18

16(b),25
16(c)

20
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22
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25
25
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26

27

28
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EF
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FEHE
R
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2002
HK$°0008% F T

34,937,640

11,670,652
671,763
2,370,751
13,255,164
111,824,208
3,125,686
253,428
639,500
2,087,382
4,407,057

185,243,231

5,754,837
141,661,889
10,157,757
119,637
574,293
3,778,844

162,047,257

4,276,227
44,708

3,615,863
15,259,176

18,875,039
23,195,974

185,243,231

2001
HK$'000;&%Fr

43,760,587

11,045,510
578,962
2,419,445
4,150,218
109,851,558
2,433,861
201,346
608,584
1,885,986
4,828,876

181,764,933

5,168,251
140,816,751
8,585,600
316,891
430,290
3,909,434

159,227,217

4,271,123
19,092

3,583,711
14,663,790

18,247,501
22,537,716

181,764,933
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As at 31st December, 2002

Cash and short-term funds

Placements with banks and other
financial institutions maturing
between one and twelve months

Trade bills less provisions
Certificates of deposit held
Other investments in securities
Advances and other accounts less provisions
Amounts due from subsidiaries
Held-to-maturity debt securities
Investment securities
Investments in subsidiaries
Investments in associates
Goodwill

Fixed assets

Total Assets

Deposits and balances of banks and
other financial institutions

Deposits from customers

Certificates of deposit issued

Convertible bonds issued

Amounts due to subsidiaries

Tax and deferred taxation

Other accounts and provisions

Total Liabilities

Share capital
Reserves

Total Capital Resources

Total Capital Resources and Liabilities

Approved and authorised for issue by the
Board of Directors on 11th February, 2003.

Chairman and
Chief Executive
Directors

David LI Kwok-po
LI Fook-wo
George HO
WONG Chung-hin

The notes on pages 75 to 137 form part of these
accounts.
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2002
HK$°0008% F T

34,521,150

11,498,941
671,763
1,950,272
12,748,565
107,764,730
2,161,098
2,591,727
210,213
1,876,423
188,582
1,560,370
3,755,109

181,498,943

5,697,438
131,438,933
12,357,757
119,637
11,480,094
548,886
2,727,168

164,369,913

3,615,863
13,513,167

17,129,030

181,498,943

2001
HK$'000;&%Fr

37,290,782

10,619,842
555,120
1,741,145
3,742,150
92,255,970
1,410,752
1,651,475
143,818
5,978,298
194,489
107,050
3,390,481

159,081,372

5,127,576
111,632,681
10,684,233
316,891
11,490,137
388,512
2,840,417

142,480,447

3,583,711
13,017,214

16,600,925

159,081,372



For the year ended 31st December, 2002

HZE20024F12 H31 HIFFE

Revaluation Revaluation

reserve on reserve on Exchange Other
bank investment revaluation  reserves
Share Share  General premises properties  reserve (Note)  Retained
capital premium  reserve it REY%E EX Eftf#fE  profits Total
RE ROEE —KEFE EGRHE EGHE ERHE (W2) BFEA bt
HKS$’000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000  HK$'000
BEFT BT BEFT BETn BETrn BETn BT BT BEFx
Balance as at 20021818
1st January, 2002 FoT 3,583,711 375,694 11,418,601 1,257,509 118,323 (49,712) 91,205 1,452,170 18,247,501
Net profit for the year EERGRF - - - - - = - 1,288,378 1,288,378
Transfer from retained REFRfEE
profits to general reserve A—REE - - 8,662 - - - - (8,662) -
Transfer from revaluation R E RS
reserve on bank premises BARENEE
to investment properties A - - - (4,994) 4,994 - - - -
Shares issued in lieu of BATHRARR
dividends RE 29,809 (29,809) 177,809 - - - - - 177,809
Shares issued under Staff RIZ(E SRR
Share Option Schemes FHEIETIR 2,343 10,335 - - - - - - 12,678
Capital fee BRER - (10) - - - - - - (10)
Realised surplus on disposals 2 B3 H &4t
of bank premises/ RRENFE R
investment properties B - - 18339 (3,363)  (14,976) = = = =
Dividends [id5H = = = = = = - (775,546) (775,546)
Revaluation (deficitysurplus B (B518) i (B - - - - (108,341) - 763 - (107,578)
Exchange adjustments M5 AR - - - - - 31807 - - 31,807
Balance as at 2002% 128318
31st December, 2002 s 3,615,863 356,210 11,623,411 1,249,152 - (17,905) 91,968 1,956,340 18,875,039
Balance as at 200114818
1st January, 2001 T 3,536,945 338,071 10,693,195 1,257,509 127,954 (20,573) 92,046 1,281,948 17,307,095
Net profit for the year FENER - - - - - - - 1,599,806 1,599,806
Transfer from retained REF RIS
profits to general reserve A—RREEE - - 485938 - - - - (485,938) -
Shares issued in lieu of BATERARR
dividends RE 32,055 (32,055) 229,837 - - - - - 229,837
Shares issued under Staff RIEE SRR
Share Option Schemes SRR 14,711 69,708 - - - - - - 84419
Capital fee BREA - (30) - - - - = = (30)
Realised surplus on disposals ©EREERE
of investment properties MEREER - - 9,631 = (9,631) = = = =
Dividends 45N = = = = = = - (938,901) (938,901)
Exchange and other X R A A
adjustments ot - - - - ~(29,139) (841)  (4,745)  (34725)
Balance as at 20014124318
31st December, 2001 & 3,583,711 375,694 11,418,601 1,257,509 118,323 (49,712) 91,205 1,452,170 18,247,501

fifet - ERREBEETHRE  EARBREGBHERHEE29) -

Note: Other reserves include statutory reserves, capital
reserve and other revaluation reserve (Note 29).

The notes on pages 75 to 137 form part of these ~ £75Z 1378 Z i BAKRIE 2 —&5 -

accounts.
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Consolidated Cash Flow Statement ZREBHESHRER

EHZ2002F12 A31 HIFFE

For the year ended 31st December, 2002

2002 2001
NotesfffzE HK$'000;8 % F T HK$'000/8% Fr
OPERATING ACTIVITIES iﬁ%iﬁ@)
Cash used in operations RIEEEBHR S 31(@) (6,312,897) (978,348)
Hong Kong profits tax (paid)/refund (Eﬁ)/iﬂ@?%ﬂ & (21,941) 12,968
Overseas profits tax paid [BERREZINEN (43,629) (45,114)
Interest paid on loan capital, certificates of IRBRTEEEN -
deposit and bonds issued FEREREHFE (596,979) (1,278,259)
NET CASH USED IN OPERATING ACTIVITIES PR ERSTE 2SR (6,975,446) (2,288,753)
INVESTING ACTIVITIES REEH
Dividends received from associates LT ER g 5 A AR B, 34,785 33,525
Dividends received from equity securities WER D B AR S 35,797 21,753
Purchase of equity securities BARMDEH (4,828) (25,096)
Proceeds from sale of equity securities HERID BEHFEHE 14,613 63,226
Purchase of fixed assets BABRTEEE (173,225) (322,452)
Proceeds from disposal of fixed assets HERTAEMSNE 146,514 12,353
Purchase of interest in associates [ UN: AN (25,545) (4,002)
Proceeds from disposal of associates HERE R Tﬁfr?aac?é’\ 5,324 49,152
Purchase of subsidiaries BANBA 31(c) (334,477) (978,771)
NET CASH USED IN INVESTING ACTIVITIES  ARREZB 2B FE (301,042) (1,150,312)
FINANCING ACTIVITIES MEEE
Ordinary dividends paid TREBRRE (597,737) (709,064)
Issue of loan capital BITEEENR - 4,272,498
Issue of ordinary share capital BATERRAN 12,678 84,419
Capital fee paid on increase in
issued share capital TRBETIREAER (10) (30)
Issue of certificates of deposit BIIERE 9,033,181 6,069,750
Redemption of certificates of
deposit and convertible bonds MBI T7 58 kAT Rk E (7,688,278) (7,661,667)
Redemption of loan capital BEEEER - (2,339,790)
NET CASH GENERATED FROM/(USED IN) RE/(AR) MEEEZ
FINANCING ACTIVITIES REeRE 759,834 (283,884)
NET DECREASE IN CASH AND REREFHRSEAF
CASH EQUIVALENTS AR (6,516,654) (3,722,949)
CASH AND CASH EQUIVALENTS 1B1BZREREERE
AT 1st JANUARY 1HH 42,841,676 46,564,625
CASH AND CASH EQUIVALENTS 12B31HZRERERRE
AT 31st DECEMBER 1HH 31(d) 36,325,022 42,841,676

The notes on pages 75 to 137 form part of these ~ 875ZF 1378 2 MiEBARIEZ — 55 °
accounts.
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ARITREMBAR ((AEE]) WEEEBBIRER
TRAEBNEEBRY  ARES  CEREKREER
% o

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

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

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

With effect from 1st April, 2002, First Pacific Bank Limited (“FPB”) has been merged
with the Bank through The Bank of East Asia, Limited (Merger) Ordinance, under
which all the assets and liabilities situated in Hong Kong and the rights and obligations
of FPB as expressly governed by Hong Kong law have been transferred to the Bank.
By virtue of this Ordinance, the accounts of the Bank for the year ended 31st December,
2002 were prepared as if the undertaking of FPB had vested in the Bank on 1st
January, 2002.

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

(i)  Subsidiaries

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

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

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

T

T
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Notes on the Accounts (continued)

Co-operative joint ventures in the PRC are accounted for as subsidiaries, whereby
the Group bears the entire risk and liabilities and shares all the profit and loss of
the co-operative joint ventures after paying the guaranteed distribution to the
joint venture partners in the PRC.

(i) Associates

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

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

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

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

Transactions in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the balance sheet date. The exchange differences are dealt
with in the profit and loss account.

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

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

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

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

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

T
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RRIBHI AT (A&)

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

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

Assets acquired by repossession of collateral for realisation continue to be treated as
securities for loans and advances. In this regard, provision has been made on the
shortfall between the carrying amount of the loans and advances and the expected
net sales proceeds from realisation of the repossessed assets.

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

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

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

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

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

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

(iii

=

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

(i) Bank premises

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

(i) Investment properties

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

(iii) Other fixed assets

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

(i) Assets held for use in operating leases

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

(i) Operating lease charges

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

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

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

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

T T T
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RRIBHI AT (A&)

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

(i) Held-to-maturity debt securities

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

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

(i) Investment securities

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

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

(i) Other investments in securities

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

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

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

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

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

In respect of associates, goodwiill is capitalised and amortised on a straight line basis
over its estimated useful life not exceeding 20 years. The cost of goodwill less any
accumulated amortisation and any impairment losses (Note 2(n)) is included in the
carrying amount of the investments in associates.
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Notes on the Accounts (continued)

At each balance sheet date, if internal and external sources of information indicate
that any property (other than investment properties), equipment, investments
(including those “Investments in subsidiaries and associates” (Note 2(c)) but other
than those accounted for as “Other investments in securities” under Note 2(1)) or
goodwill is impaired, the asset’s recoverable amount is estimated, and an impairment
loss is recognised in the profit and loss account whenever the carrying amount of an
asset exceeds its recoverable amount.

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

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

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

The amounts due from lessees in respect of finance leases are recorded in the balance
sheet as advances to customers at the amounts of net investment which represent
the total rentals receivable under finance leases less unearned income. Finance income
implicit in the rental receivable is credited to the profit and loss account over the
lease period so as to produce an approximately constant periodic rate of return on
the net cash investment for each accounting period.

Deferred taxation is provided using the liability method in respect of the taxation
effect arising from all material timing differences between the accounting and tax
treatment of income and expenditure, which are expected with reasonable probability
to crystallise in the foreseeable future.

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

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

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

T
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RRIBHI AT (A&)

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

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

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

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

(i) Salaries, bonuses and leave benefits

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

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

(i) Performance-related bonus plan

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

(i) Retirement benefits

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

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

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

(iv) Share options

Share options are granted to employees to acquire shares of the Bank. For option
schemes adopted before 2002, the option price was 95% of the average closing
price of the existing shares of the Bank for the last five business days immediately
preceding the date of offer. For the option scheme adopted in 2002, the option
exercise price equals the fair value of the underlying shares at the date of grant.
At the date of offer or the date of grant, no employee benefit cost or obligation
is recognised. When the options are exercised, equity is increased by the amount
of the proceeds received.

Off-balance sheet financial instruments, commonly referred to as derivatives, arise
from futures, forward, swap and option transactions undertaken by the Group and
the Bank in the foreign exchange, interest rate and equity markets. Netting is applied
where a legal right of setoff exists. Mark-to-market assets and liabilities are presented
gross, and included in “Advances and other accounts less provisions” and “Other
accounts and provisions” respectively. The method of accounting for these instruments
is dependent upon whether the transactions are undertaken for dealing purposes, to
hedge risk, or as part of the management of asset and liability portfolios.

(i) Derivatives used for dealing purposes

Transactions undertaken for dealing purposes are marked to market and the net
present value of the gain or loss arising is recognised in the profit and loss account
as dealing profits or losses.

(i) Derivatives used for asset and liability management purposes

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

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

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

Any gain or loss arising on the termination of a qualifying hedging derivative is
deferred and amortised to earnings over the original life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated, the qualifying
derivative is immediately marked to market through the profit and loss account.

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

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

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

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

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

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

In preparing the Group accounts in respect of the years prior to 2002, both balance
sheet and profit and loss account of each overseas entity were translated at the
closing rate. On adoption of the requirements of the revised SSAP 11 “Foreign Currency
Translation”, although the balance sheet of an overseas entity remains translated at
the closing rate, the profit and loss account is translated at an average rate for the
year. The difference between the profit and loss account translated at an average
rate and at the closing rate is recorded as a movement on reserves. The effect of this
change in accounting policy has not had any significant impact on the accounts and,
therefore, the opening balances have not been restated. If the profit and loss of all
overseas entities for the year 2002 were translated at the closing rate, the net profit
for the year would have increased by HK$2.03 million.

The new SSAP 34 “Employee Benefits” requires an enterprise to recognise the service
provided by an employee in exchange for employee benefits to be paid in the future
as a liability; and when the enterprise consumes the economic benefit arising from
service provided by an employee in exchange for employee benefits as expenses. The
adoption of this SSAP has not had any significant impact on the accounts.
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Notes on the Accounts (continued)

n Non-interest Income JEFIE UK A \

2002 2001
HK$°0008 % F 5 HK$'000:8 8 F 7
(a) Other Revenue (a) Hfb&Ez£WA
Dividend income from equities BAIBWA
— listed -t 14,013 15,942
— unlisted —3Et 10,969 5,811
Total dividend income from equities BHR BB 24,982 21,753
Fees and commission income & kA BA
— Corporate services —1ER 282,766 120,974
- Loans, overdraft and guarantee —E% - B RER 230,307 332,040
— Credit card —fERFR 213,821 221,572
— Retail banking —TERIT 110,304 61,915
- Trade finance —E A 106,332 111,583
— Insurance, securities and asset
management —RIg - BHEREEER 92,125 102,904
— Others —Efty 97,640 57,066
1,133,295 1,008,054
Less: Fees and commission expenses B B RASI T (5.428) (3,826)
Total net fees and commission income FUERASLAE 1,127,867 1,004,228
Rental from safe deposit boxes RIBFAEES WA 78,512 74,660
Net revenue from insurance activities IRBRZETSF A 70,676 62,355
Rental income on properties MEBEEKA 45,065 57,367
1,347,102 1,220,363
(b) Other Net Income (b) EAFUWA
Profit on dealing in foreign currencies HNIE X 53 ) 105,212 87,342
Profit/(loss) on other investments in
securities EfEHFRE RN (E18) 84,217 (119,593)
Profit on other dealing activities Hthz 5 a8 & 6,431 1,811
Others i) 39,326 44,644
235,186 14,204
Total non-interest income FEF EURA LB EE 1,582,288 1,234,567
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B Operating Expenses &% |

2002 2001
HK$°0008 % F 5 HK$'000:8 8 F 7
Pension contributions RIS 88,531 91,260
Salary and other staff costs HeREME TR 1,202,764 1,194,228
Total staff costs BT KAAE 1,291,295 1,285,488
Premises and equipment expenses excluding
depreciation: TEFENENDERZRBE L
— Rental of premises —EMEL 142,518 117,761
- Maintenance, repairs and others —RE - #iEREM 205,289 201,978
Total premises and equipment expenses TEFENENDER
excluding depreciation R R 347,807 319,739
Depreciation on fixed assets EEEENE 226,223 205,896
Amortisation of goodwill [EESFE 117,736 98,064
Impairment of goodwill EERE 13,350 -
Other operating expenses Hhge
— Rebates — 18 234,016 171,941
— Card related expenses - HBERARIZH 147,374 156,085
— Communications, stationery and printing —i@ - XA RER 144,719 151,273
— Advertisement, business promotions and
business trips —EE - R RSk 108,508 169,883
- Legal and professional fee —EEREERBGER 81,395 107,680
— Stamp duty and PRC business taxes —ENTER R A R HFE
=E 30,625 41,197
— Administration expenses of secretarial
business —WEEBHITHRER 27,839 10,348
— Debt securities issue expenses —BITEBESFER 16,279 44,387
— Brokerage and search fees — e REMER 14,467 17,370
- Audit fee —ZEEH 4,509 4,834
— Donation —1B% 2,008 2,519
— Others —EAfh 78,799 74,064
Total other operating expenses Hg s Hgag 890,538 951,581
Total operating expenses mET e 2,886,949 2,860,768
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Notes on the Accounts (continued)

n Charge for Bad and Doubtful Debts iRk RRX H \

2002 2001
HK$'000/8% F T HK$'000&%F T
Net charge for bad and doubtful debts R R RAREH TR
Specific provisions B
— new provisions — R 1,085,668 740,106
— releases —[E1% (92,109) (174,184)
— recoveries — el (214,267) (343,755)
779,292 222,167
General provisions — MR 31,647 210,218
Net charge to profit and loss account RBERS HFHE 810,939 432,385
Profit for the Year before Taxation FERRBIATEF |
Profit for the year before taxation is arrived at after (charging)/crediting:
RFRBIADRFILE GNR) /&R
2002 2001
HK$'0008% F T HK$'000& % Fr
Net (loss)/profit on disposal HERE R HEHES
of held-to-maturity debt securities F (B518) /@7l (388) 23,019
Write-back of impairment loss
on associates iR el/NCIN A== PN EE 8,249 8,860
n Taxation FiIE ‘
2002 2001
HK$'000/8% F T HK$'000&%F T
Provision for Hong Kong profits tax BENERER 60,399 3,769
Overseas taxation TBINHIE 47,902 45,659
Deferred taxation (Note 26) RIEFR A (FizE26) 148,035 221,444
256,336 270,872
Share of associates’ taxation FE{RER & A RIBIIE 9,360 8,247
265,696 279,119

The provision for Hong Kong profits tax is calculated at 16% (2001: 16%) of the estimated & 7 FII15 B % 5 2 LA 5% 7 & T8 &1 FE sR Bt i FIl 1= B =&
assessable profits for the year. Taxation for branches and subsidiaries outside Hong Kong  16% (20014: 16%) 5t & ° /858517 MK E A FIEFL
is similarly charged at the appropriate current rates of taxation ruling in the countries in  FRIMZELERERZKIR TR R HE -

which they operate.
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n Profit Attributable to Shareholders B%3RFE{L &R

The consolidated profit attributable to shareholders includes a profit of HK$1,094,553,000
(2001: HK$1,481,594,000) which has been dealt with in the accounts of the Bank.

Reconciliation of the above amount to the Bank’s profit for the year:

Amount of consolidated profit attributable to
shareholders dealt with in the Bank’s accounts

Final dividends from subsidiaries and associates
attributable to the profits of the previous
financial year, approved and paid during the year

Bank's profit for the year (Note29(i))

Dividends & & \“

2001 final dividend of HK$0.33 per share
on 1,433,484,586 shares, approved and paid
(2000 final dividend of HK$0.45 per share
on 1,414,778,132 shares)

Final dividend of HK$0.33 (2001: HK$0.45)
per share paid in respect of the previous
financial year on shares issued under the share
option schemes subsequent to the balance
sheet date and before the close of
the Register of Members of the Bank

Total final dividend in respect of previous year
(Note 29(i))

Interim dividend paid of HK$0.21 per share
on 1,439,752,317 shares (2001: HK$0.21
per share on 1,430,617,237 shares) (Note 29(i))

Final dividend of HK$0.35 per share
on 1,446,345,070 shares (2001: HK$0.33 per
share on 1,433,484,586 shares) proposed
after the balance sheet date, not recognised
as a liability at the balance sheet date

BT ARTTERIAA S BIR &
R &N BER

REMBRRRBE AR L
MR ERN - WRAFE
e J 2 RO R IR B

FEAITEN (HEE29())

1208 Nk EE 1,433,484, 586 % T %
FE#0.337T2001 R AL B
(20004F : 1,414,778,132%
BREIE0 45T R AL S)

IR E B RIRTTIRRER
B B ATRIR R AR AT B BT
&7 &) L F E ZAREEE0.337THY

REAAR B (20014F : BARE#50.457T)

IRE FFFEARERE
(FF=E29())

R LR G B F BIED T ARTTERIBAR & F/EH
1,094,553,0007T (20014F : %% 1,481,594,0007T) °

FRRITHEN R DR SRR

IkE%1,439,752,31 7 B AE¥0.217TH)
FRHARR B (20014F : 1,430,617,2373%

FRB0.217T) BEE29())

HEEE AU EERMEEZA
MARER RSB EN RIS

1,446,345,070i FAE#50.357T

(20014F : 1,433,484,586/%
FRAE0.337T)

2002 2001
HK$'000/8% F T HK$ 000 #F
1,094,553 1,481,594

- 98,468

1,094,553 1,580,062

2002 2001
HK$’'000& % F it HK$ 000 #%F T
473,050 636,650

148 1,821

473,198 638,471

302,348 300,430

775,546 938,901

506,221 473,050

RER|ITAR QA 2002 F F &
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Notes on the Accounts (continued)

The calculation of basic earnings per share is based on earnings of HK$1,288,378,000
(2001: HK$1,599,806,000) and on the weighted average of 1,440,175,619 (2001:
1,428,057,773) ordinary shares outstanding during the year.

The calculation of diluted earnings per share is based on earnings of
HK$1,292,774,000 (2001: HK$1,599,806,000) and on 1,451,175,354 (2001:
1,431,632,696) ordinary shares, being weighted average number of ordinary shares
outstanding during the year, adjusted for the effects of all dilutive potential shares.

Weighted average number of ordinary shares used in

calculating basic earnings per share FHEBRERENE L BIR M NET 92

Deemed issue of ordinary shares for no consideration % AN EHEREITH L B

Weighted average number of ordinary shares used in

calculating diluted earnings per share SHEBRESE RN L BIR M NET 98

The calculation of cash earnings per share is based on earnings of HK$1,288,378,000
(2001: HK$1,599,806,000) adjusted for goodwill amortised and impaired of
HK$131,086,000 (2001: HK$98,064,000) and on the weighted average of
1,440,175,619 (2001: 1,428,057,773) ordinary shares outstanding during the year.
This supplementary information is considered a useful additional indication of
performance.

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

Fees W

Salaries and other emoluments FeREMmME
Performance-related bonuses RIREREIEAT
Pension contributions RS K

In addition to the above remuneration, Executive Directors were granted share options
under the Bank’s Staff Share Option Schemes. The details of these benefits in kind are
disclosed under the paragraph “Information on Share Options” in the Report of the
Directors and Note 34.

T T T
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BREARRF B HEFH11,288,378,0007T
(20014F : %¥1,599,806,0007T) RFNE B1TE
B YIRS 19201,440,175,6198% (20014 -
1,428,057,7730) 51 & o

2002 FMEREFERF HIRREFEEK
1,292,774,0007¢ (20014 : 78#1,599,806,000
T0) REETE BB E S EY 2T RREL AR
15 H AL BAR D M INRE 39 801,451,175,3548%
(20014 : 1,431,632,696/%) 51 & -

2002 2001
Number of shares of Number of shares of
REAEE R7EE

HK$2.50 each&/k8%  HK$2.50 each BB

1,440,175,619 1,428,057,773
10,999,735 3,574,923
1,451,175,354 1,431,632,696

RIS BT IR mFE%1,288,378,0007T
(20014F : 5%1,599,806,0007T) © EFBEZH
P 8 N ORUE 5 5 131,086,0007T (20014F : 8
#98,064,0007T) 18 + Bk LA 317X AR (D A hnEE
F58401,440,175,6190% (20014F : 1,428,057,773
i) &TE o HLIBMTINERIER BB BB R EBRIR
KIfETEE RS

REEB(RRFIDF 161 FRERMESMESLT ¢

2002 2001
HK$'0008% F it HK$'000;& 8+
1,435 1,279

15,043 13,000

12,622 13,941

1,200 1,200

30,300 29,420

B B ES - MITEREREARITHOESBAG
BER TR - BRLEEMURENFERNES
BIRE SN RBEER] RAREME34R -
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The remuneration of the Directors is within the following bands: EEMENEEHRENT -
2002 2001
Number of Directors  Number of Directors
EEAH EEIN

HK$ B H

0 - 1,000,000 14 14
5,000,001 - 5,500,000 2 2
18,000,001 - 18,500,000 - 1
18,500,001 - 19,000,000 1 -

Five Top-paid Employees 5Z2&HMBENES ‘

The remuneration of the five top-paid employees, including Executive Directors, disclosed — RIE(EBMA X FFESH ETRANDEIRE - SBFE
pursuant to the Listing Rules of The Stock Exchange of Hong Kong Limited is as follows: &&HEEFBENTEENFMAHMOT

2002 2001
HK$'0008% F T HK$'000& % Fr
Salaries and other emoluments FoREMMES 19,742 17,700
Performance-related bonuses R SEENIEAT 14,290 14,878
Pension contributions BIREHER 1,650 1,575
35,682 34,153

The remuneration of the five top-paid employees is within the following bands: SEFHEEHNEENSEHENT
2002 2001
Number of Number of
Employees Employees
EEAZL EEAZ

HK$# 1

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

Included in the emoluments of the five top-paid employees were the emoluments of 3 5& ¥ El& = &01E 8 8235361 (20014 : 3(1) EE
(2001: 3) Directors. Their respective directors” emoluments have been included in Note I EEHE B _LalkizE12 »

12 above.

e SRR S
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Notes on the Accounts (continued)

Segment Reporting 7 2Bk & ‘

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

(a) Business segments

The Group comprises the following main business segments:

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

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

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

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

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

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

T T T
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AEEGFEEBRMEN D BHEEDBER - AR
BoBEL AR EEANBH AR OERT N - Bt
RALEE D BEARSERFSHA -

(@) FHoH

AEBKEATEEEB DL

BEARTEBRESTEE - AAETFHEBRT
IR HBEMERK  RBERRERRES -

EERITEBERFBELEBERERBEENR  BHEE
o RNBEIRREN BHEBER SR
% BHMEAREEBREXEEFBERITR
% o

RERTEBOENEEE  AERE  BEK
KREE RUBLEFEERBGREETHE -

TEERBEEARDWERY - EFELREER
% REEFOEREFERSE -
HMEBRERTRE - RBREBREMESH
BT o
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RRIBHY AT (A&

Net interest income

Other operating income from
external customers

Inter-segment income

Total operating income

Operating profit/(loss)
before provisions

(Charge for)/write-back of
bad and doubtful debts

Operating profit/(loss)
after provisions
Inter-segment transactions

Contribution from operations

Write-back of/(increase in)
impairment loss for the year

Share of profits less losses of
associates

FHEHA

RENREPH
BRI

GECPAT LN

BB R

R EROEE
) (B8
(Seit) /e

REER 0
R (B8

G AT

"BENE

FEREARK
1/ G210

B E DA R AR
B

Other income and expenses EfARZ
Profit/(loss) before taxation B ANRT) (518)
Taxation T
Minority interests PERRER
Profit/(loss) attributable

to shareholders TRE R A/ (&548)
Depreciation for the year ERNAE
Amortisation of goodwill EERH
Impairment of goodwill BEAE
Segment assets PEEE
Investments in associates BENRRE
Unallocated assets ROEEE
Total assets BESE
Segment liabilities AHEE
Unallocated liabilities ROEEE
Total liabilties RELE
Capital expenditure incurred

during the year EENERFX

Personal Corporate
Banking Banking
A PEEA
HK$'000 HK$'000
EETr BETr
2,314,000 1,133,180
580,616 225,631
17,052 56,782
2,911,668 1,415,593
1,411,956 890,667
(640,238) (139,583)
171,118 751,084
180,185 (48,427)
951,903 702,657

- 7312

514 41,039

- 474

952,417 751,482
952,417 751,482
(90,633) (37,703)
(34,210) (25,510)
52,694,959 55,905,027
36,171 319,590
52,731,130 56,224,617
100,511,305 41,150,584
100,511,305 41,150,584
47,187 54,372

Investment
Banking
RE#S

HK$'000
BETR
419,643

339,330
172

759,145

444,797
10,029
454,826
6,794
461,620
566

1,886
(46,609)

417,463

417,463

(14,024)
(35,335)

66,890,117
53,963
66,944,080

16,123,840

16,123,840

55,443

2002
Corporate
Services Others
PERH Ett
HK$°000 HK$'000
BETT BETT
17 21,268
282,309 87,113
282,326 109,041
97,077 (22,873)
(2,246) (10,002)
94,831 (32,965)
94,831 (32,965)
- 4,354
- (10,725)
- (2,083)
94,831 (41,419)
(26,112) -
68,719 (41,419)
(5,464) (7,878)
(21,741) (940)
- (13,350)
549,178 1,096,412
- 226,895
549,178 1,323,307
33,184 453,663
33,184 453,663
8,604 4,554

Unallocated
bS]

HK$'000
BRETR
(62,470)

66,629
142,263

146,422

(300,647)
(28,809)
(329,456)
(138,552)
(468,008)
(3.983)

(58)
(122,580)

(594,629)
(265,696)
#

(860,284)

(70,521)

85,859
2,881
7,382,179

7470919

3,774,681

3,774,681

10,788

Inter-segment
elimination
ik
XEHH
HK$'000
EETT

(216,269)
(216,269)

Consolidated
FREE

HK$000
EETR
3,825,638

1,582,288

5,407,926

2,520,977

(810,939)

1,710,038

1,710,038
8,249

32,656
(170,798)

1,580,145
(265,696)
(26,071)

1,288,378

(226,223)
(117,736)
(13,350)

177,221,552
639,500
7,382,179
185,243,231

158,272,576
3,774,681

162,047,257

180,948

T
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Notes on the Accounts (continued)

Segment Reporting (continued) 73

(a) Business segments (continued) #¥#&7B (4&)

The Group
Net interest income

Other operating income from
external customers

Inter-segment income
Total operating income

Operating profit/{loss)
before provisions

(Charge for)/write-back of
bad and doubtful debts

Operating profit/(loss)
after provisions
Inter-segment transactions

Contribution from operations

Write-back off(increase in)
impairment loss for the year

Share of profits less losses of
associates

Other income and expenses

Profit/(loss) before taxation
Taxation
Minority interests

Profit/(loss) attributable to
shareholders

Depreciation for the year

Amortisation of goodwill

Segment assets
Investments in associates
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Capital expenditure incurred
during the year
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£5
FRISRA
BENREPH
EEERA
GEPAT LN
BeUAEE
AR EENEE
) (B8
ZRRRE
(seit) /e

BB EEHEY
EH )
SBEIRS
A
FEREERL
B/ (i)
R B AT AT
Bie
B R

BRBAnERY (B8
HE
SYBRES

BREGEN (B8

FERNE
ARG

ADBEE
BESE

AHAE
AOBER

REEE

FENERRY

2 EIRE
2001
Personal Corporate Investment Corporate Inter-segment
Banking Banking Banking Services Others  Unallocated elimination  Consolidated
AR T BERT RERT PERHE Eft br] Pz et
RGHEH

HK$'000 HK$'000 HK$:000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BEFT BETT BETT
2,675,647 737,510 560,649 179 20,585 (17,152) - 3,977,418
485,488 286,156 73,553 120,385 205,602 63,383 - 1,234,567
17,462 63,613 239 - - 142,819 (224,133) -
3,178,597 1,087,279 634,441 120,564 226,187 189,050 (224133) 521198
1,625,137 629,288 225,760 34,064 33,2% (196,328) - 2,351,217

(359,429) (7,791) (25,248) (3,778) 664 (36,803) - (432,385)
1,265,708 621,497 200,512 30,286 33,960 (233,131) - 1,918,832
191,019 (57,528) 4,748 - - (138,239) - -
1,456,727 563,969 205,260 30,286 33,960 (371,370) - 1,918,832
- 16,996 (502) - (3412) (4.222) - 8,860

(13) 1,172 37,061 - (51,561) - - (12,741)

- (2390) (29,888) - - 8,183 - (24,095)
1,456,714 580,347 211,931 30,286 (21,013) (367,409) - 1,890,856

- - - - - (279119) - (279,119)

- - - (9,680) - (2,251) - (11,931)
1,456,714 580,347 211,931 20,606 (21,013) (648,779) - 1,599,806

(91,832) (29,035) (16,284) (2133) (10,303) (56,309) - (205,896)

(33,052) (19,210) (32,222) (940) (5300) (7,340) - (98,064)
69,058,591 37977985 66,309,450 164,439 1,222,530 12,096 - 174,745,091
9417 274,252 71,625 - 253,290 - - 608,584

- - - - - 6,411,258 - 6,411,258
69,068,008 38252237 66,381,075 164,439 1,475,820 6,423,354 - 181,764,933
100,863,711 39,953,040 14,077,162 107,514 327,945 - - 155329372
- - - - - 3,897,845 - 3,897,845
100,863,711 39,953,040 14,077,162 107,514 327,945 3,897,845 - 159,227,217
86,175 57,640 1,629 3,570 22,547 168,548 - 340,109




RRIBHI AT (A&)

The information concerning geographical analysis has been classified by the location
of the principal operations of the subsidiaries, or in the case of the Bank itself, of the
location of the branches of the Bank responsible for reporting the results or booking

ZIE D B2 BB IREBN B AR EEBR
FEHE - AT E - AiREEREEESL
HEEARZ DT T IABID

the assets.
2002
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
B il EftEMER Eft AREZXEEH a8
HK$'0008%F7  HKS'000B%Fx  HKS'000B%FT HKS'000E%FT HK$000E%FT HKS000E%FT
Total operating income TN 4,520,335 405,827 155,632 430,241 (104,109) 5,407,926
Profit before taxation BHATET 1,118,260 194,505 98,008 169,372 - 1,580,145
Total assets BELE 162,086,049 14,358,236 13,677,966 30,422,935 (35,301,955) 185,243,231
Total liabilities B 143,230,434 14,316,709 13,499,047 23,397,196 (32,396,129) 162,047,257
Contingent liabilities and
commitments HABEREE 29,839,713 2,023,232 1,454,676 1,610,640 = 35,828,261
Capital expenditure during
the year FERNERRZ 134,825 29,521 3,393 13,209 - 180,948
2001
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
] Gl Bt pMExR Bt SRR GHHE Al
HK$'000%Fr  HKS'000%FT  HKS'000EETFT  HKS'000E%FT  HK$'000E%FT  HK$'000E%Fr
Total operating income HEWNBE 4,283,544 347,815 144,588 394,014 42,024 5,211,985
Profit before taxation B AR 1,372,522 171,916 74,323 171,172 100,923 1,890,856
Total assets BERE 162,843,922 11,988,383 12,290,207 28,438,365 (33,795,944 ) 181,764,933
Total liabilties aEsE 141,977,540 11,802,723 12,091,465 22,643,445 (29,287,956) 159,227,217
Contingent liabilities and
commitments IRBERAE 31,659,555 4,054,355 1,119,289 1,426,172 - 38,259,371
Capital expenditure during
the year FERNERRX 141,115 173,142 1,482 24,370 - 340,109
The Group £ The Bank#R 1T
2002 2001 2002 2001
HK$'0008% F T HK$'0008%Fr ~ HK$'0008%F 7z HK3$°000/&% Fr
Cash and balances with banks RERIERTAN
and other financial institutions Hith & BB AT 1,963,261 1,524,229 1,871,725 1,334,996
Money at call and short notice BAREEER 29,492,745 38,711,780 29,213,888 32,481,140
Treasury bills (Note 25) Bl &% (P 7E25) 3,481,634 3,524,578 3,435,537 3,474,646
34,937,640 43,760,587 34,521,150 37,290,782
An analysis of treasury bills
held is as follows: BREEEGEHANMAT :
— Unlisted, held-to-maturity, — EEMFHEEIE
at amortised cost (REF#HE) 160,094 182,665 113,997 132,733
- Unlisted, other investments in — FLEHRERS
securities, at fair value (R¥E) 3,321,540 3,341,913 3,321,540 3,341,913
3,481,634 3,524,578 3,435,537 3,474,646

P BEEFI P REBIT R P RIBITEIT ©

All treasury bills are issued by central governments and central banks.

T
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Notes on the Accounts (continued)

Investments in Securities FE&HIRE ‘

(a) Other investments in securities

HthBHRE
The Group £ The Bank#R 17
2002 2001 2002 2001
HK$'000/8% T 7T HK$'000;&8F T HK$'000/8% T HK$'000/&%F T
Listed sl
- in Hong Kong - EEHE
equity securities R E 5 328,722 324,623 306,059 296,664
debt securities BEES 13,137 36,492 - 20,458
— outside Hong Kong — EEBUIMNEE
equity securities RS 73,341 84,774 63,286 66,339
debt securities EBES 4,427,727 970,343 4,068,353 717,981
4,842,927 1,416,232 4,437,698 1,101,442
Unlisted LT
- equity securities — RiAER 44,379 45,984 37,353 38,213
— debt securities — EBES 8,367,858 2,688,002 8,273,514 2,602,495
8,412,237 2,733,986 8,310,867 2,640,708
13,255,164 4,150,218 12,748,565 3,742,150
Equity securities 1 EH 446,442 455,381 406,698 401,216
Debt securities (Note 25) BB EH (fiFE25) 12,808,722 3,694,837 12,341,867 3,340,934
13,255,164 4,150,218 12,748,565 3,742,150
Market value of listed securities &4 (&
- equity securities — RipEH 402,063 409,397 369,345 363,003
— debt securities — BEBES 4,440,864 1,006,835 4,068,353 738,439
4,842,927 1,416,232 4,437,698 1,101,442
Issued by: BITHAE
— Central governments — PR
and central banks HRERTT 2,599,939 196,553 2,582,946 180,897
— Public sector entities — NEHIE 2,432,280 825,531 2,155,318 760,139
— Banks and other — RITREM
financial institutions DRI 4,251,676 1,425,729 4,118,007 1,304,303
- Corporate entities — ¥ 3,937,941 1,542,149 3,868,941 1,469,350
- Others — Hft 33,328 160,256 23,353 27,461
13,255,164 4,150,218 12,748,565 3,742,150

94 The Bank of East Asia, Limited Annual Report 2002



FRIEM = ()

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

FE2 M ERE S (HEE25)

Listed
- in Hong Kong
- outside Hong Kong

Unlisted

Market value of listed securities

Issued by:
- Central governments
and central banks
— Public sector entities
- Banks and other
financial institutions
— Corporate entities

(c) Investment securities
REESH

Listed
— equity securities
- debt securities

Unlisted
— equity securities
- debt securities

Equity securities
Debt securities (Note 25)

Market value of listed securities
- equity securities
- debt securities

Issued by:
- Central governments
and central banks
- Banks and other
financial institutions
- Corporate entities
- Others

— A v, N A v, N B e,

i
- E5E
— EREIME

LT

Li@EsmE

RITHE
— RRESF
HRRIRTT
— DERIE
— RITREM
DREE

— ¥

£
- BHES

— EBES

L
- BpEs

— EBES

BHES
R ES (Hir25)

ETESTE
- BHES

— EBES

BT :
— RRBJFM
R RIRTT
— RITREM
SRE

- ¥

— Aty

The Group£& The Bank#R 1T
2002 2001 2002 2001
HKS$'0008% Fr  HK$'000#E%Fr  HK$'000EMFrT  HK$'000E%FT
43,104 55,988 - =
1,956,937 1,076,639 1,837,971 867,644
2,000,041 1,132,627 1,837,971 867,644
1,125,645 1,301,234 753,756 783,831
3,125,686 2,433,861 2,591,727 1,651,475
2,000,774 1,149,710 1,832,042 877,467
28,057 29,827 18,010 18,121
54,195 127,021 - -
1,190,428 835,018 777,435 626,329
1,853,006 1,441,995 1,796,282 1,007,025
3,125,686 2,433,861 2,591,727 1,651,475

The Group %8 The Bank 17
2002 2001 2002 2001
HK$'0008%Fr  HK$'0008%Fr  HK$'000EKFT  HK$'0008%FT
50 - - -
67,466 - 67,466 -
67,516 - 67,466 -
163,098 181,141 124,605 134,226
22,814 20,205 18,142 9,592
185,912 201,346 142,747 143,818
253,428 201,346 210,213 143,818
163,148 181,141 124,605 134,226
90,280 20,205 85,608 9,592
253,428 201,346 210,213 143,818
50 - - -
63,880 - 63,880 -
63,930 - 63,880 -
4211 12,398 - -
10,062 403 - -
166,495 105,829 138,013 67,454
72,660 82,716 72,200 76,364
253,428 201,346 210,213 143,818

RER|ITAR QA 2002 F F &
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Notes on the Accounts (continued)

The Group £ The Bank#R 17
2002 2001 2002 2001
HK$'000% % F 7T HK$'000/8%Fr  HK$'000%% T HK$°000/8% F
Advances to customers EFER
(Note 25) (H¥7E25) 108,408,574 108,174,562 103,316,862 89,475,189

Advances to banks and
other financial institutions k47 R HAt & BB E

(Note 25) (BtE25) 1,088,562 560,649 1,088,562 560,649
Accrued interest and other
accounts FERTAI B R E A ARIR 4,087,042 3,037,584 4,861,850 3,687,602
113,584,178 111,772,795 109,267,274 93,723,440
Less: Provisions for bad and
doubtful debts B BRRREES
- Specific — 55 426,713 601,150 279,672 437,679
— General - —& 1,333,257 1,320,087 1,222,872 1,029,791
111,824,208 109,851,558 107,764,730 92,255,970
The Group £/
Advances to customers Suspended
and other accounts Trade bills and others Total interest*
EFERRAMEE EERERAM Fot BrRE
Specifick% General—f% Specifick% General—#% Specifick% General—#&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BEFT BT BETT BT
At 1st January 1A18 601,150 1,320,087 - 3,149 601,150 1,323,236 566,646
New provisions charged to LABRER
profit and loss account S 1,082,952 70,381 2,716 1,990 1,085,668 72,371 -
Provisions released back to BEBERERN
profit and loss account %A (304,524) (37,182) (1,852) (3,542)  (306,376) (40,724) -
Amounts written off MiHE (1,196,148) (3,571) (2,716) - (1,198,864) (3,571)  (144,986)
Recoveries ek 212,415 722 1,852 - 214,267 722 -
Interest suspended during the year ~ FREXFIE - - - - - - 203,424
Suspended interest recovered BRFIEME - - - - - - (68,267)
Other movements Hip 25 28,901 (23,536) - (419) 28,901 (23,955) -
Exchange adjustments BN R 1,967 6,356 - 90 1,967 6,446 2,759
At 31st December 12A31H 426,713 1,333,257 - 1,268 426,713 1,334,525 559,576

T T T e
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The Bank#f17
Advances to customers Suspended
and other accounts Trade bills and others Total interest*
EFERREMEE EERERAM Fot BRFIB

Specifict% General—f% Specifick#% General—® Specific#% General—f%

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BEFT BT BETT BT
At st January 1818 437679 1029791 109,420 2852 547,099 1,032,643 515,001
Addition through merger BEE—KR
with FPB AHMEE 48,412 180,489 - - 48,412 180,489 49,733
New provisions charged to ELABRER
profit and loss account HER 1,022,599 62,970 122,640** 1,990 1,145,239 64,960 -
Provisions released back to BEBERERN
profit and loss account £ (290,837) (33,423) (1,894) (3,542)  (292,731) (36,965) -
Amounts written off MiHE (1,173,635) (1,155) (3,493) - (1,177,128) (1,155)  (144,060)
Recoveries e 205,598 531 1,852 - 207,450 531 -
Interest suspended during the year ~ FRERFIE - - - - - - 202,429
Suspended interest recovered BRFIEME - - - - - - (67,695)
Other movements Hi 25 27,923 (22,559) 2,140 (122) 30,063 (22,681) -
Exchange adjustments R BE 1,933 6,228 - 89 1,933 6,317 2,759
At 31st December 12A31H 279,672 1,222,872 230,665 1,267 510,337 1,224,139 558,167
*  Relating only to Advances to customers and other accounts * BHREFEZRAMEBRE
** Included provisions for amounts due from subsidiaries of HK$121,304,000 > EEIEANE AR RIR e ER121,304,000 T
2K
The Group £/
Advances to customers Suspended
and other accounts Trade bills and others Total interest *
EFEHREMEE HERBREM et BRFEx
Specifick%  General —#%  Specificts%  General—#&  Specifick%  General =%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFIT BEFT BEFT BETT BEFT BEFT  BETT
At 1st January 1A18 671,226 1,270,573 - 4,787 671,226 1,275,360 741,039
New provisions charged to LABRERN
profit and loss account EE 739,767 328,133 339 2,156 740,106 330,289 =
Provisions released back to BEBEEN
profit and loss account £ (517,715) (116,468) (224) (3,603) (517,939) (120,071) -
Amounts written off iRl (638,055)  (156,643) (339) - (638,394)  (156,643)  (495,408)
Recoveries ihEks 343,531 - 224 = 343,755 = =
Interest suspended during the year ~ FREXFIS - - - - - - 424329
Suspended interest recovered G - - - - - - (101,827)
Additions through acquisition F N
of subsidiaries e 727 4,390 - - 727 4,390 651
Other movements Hip g 5,598 (5,126) - (60) 5,598 (5,186) -
Exchange adjustments BB (3,929) 4,772) - (131) (3,929) (4,903) (2,138)
At 31st December 12A31H 601,150 1,320,087 - 3,149 601,150 1,323,236 566,646
o o i o
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Notes on the Accounts (continued)

Advances and Other Accounts less Provisions (continued)

EHIRER2ERREMERE @

The Bank #777
Advances to customers Suspended
and other accounts Trade bills and others Total interest*
EFEEHREMER ELERRAEM ot BT g

Specificks%  General—#¢  Specifick%  General—#% Specifickf  General—#%
HK$000 HK$°000 HK$°000 HK$'000 HK$'000 HK$'000 HK$°000
BT BT BT BETT BETT BEFT BT

At 1st January 1R18 520,695 953,710 65,000 4,445 585,695 958,155 556,677
Addition through merger R REA FT
with UCB AL E 12,026 42,015 - - 12,026 42,015 23,529
New provisions charged to TLABRER
profit and loss account R 579,207 264,439 44,759** 1,876 623,966 266,315 -
Provisions released back to AEERERN
profit and loss account % (457,006)  (112,344) (224) (3.278)  (457,230)  (115,622) -
Amounts written off MiHE (530,218) (113,148) (339) - (530,557) (113,148)  (361,441)
Recoveries aks 316,755 - 224 - 316,979 - -
Interest suspended during the year — FREXFIE = - - - - - 389,445
Suspended interest recovered BRI B E - - - - - - (91,076)
Other movements Hip g - (739) - (59) = (798) =
Exchange adjustments 0 5 R (3,780) (4,142) - (132) (3,780) (4,274) (2,133)
At 31st December 12A318 437,679 1,029,791 109,420 2,852 547,099 1,032,643 515,001
*  Relating only to Advances to customers and other accounts *  BEREFPEHREMER
** Included a provision for an amount due from a subsidiary of HK$44,420,000 **  BEER—KME R RIS #44,420,000 7T
A
(c) Non-performing advances to customers (c) TEITEFER
Non-performing advances to customers are advances on which interest is being placed TRITEFERRNEBALRERIEFE LR
in suspense or on which interest accrual has ceased. FEHER -
The Group %8 The Bank#R1T
2002 2001 2002 2001
HK$'0008%Fr  HK$'0008%Fr  HK$'000EXFT  HK$'0008%FT
Gross advances to customers  BEE A 3,108,001 3,320,032 3,059,308 2,974,193
As percentage of total WEFPERE
advances to customers R g 2.87% 3.07% 2.96% 3.32%
Specific provisions R 279,713 490,414 259,486 436,890
Suspended interest BRAE 559,576 566,646 558,167 515,001
There were no advances to banks and other financial institutions on which interest is 7200212 A31 A KX2001F 128318 - A%&E
being placed in suspense or on which interest accrual has ceased as at 31st December, BFRITREMESREENZIET BB E®
2002 and 31st December, 2001, nor were there any special provisions made for ANERRSEFIERFAFEHNER - TOREMZ
them on these two dates. FEFIRBISIREL -
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Advances to customers include equipment leased under finance leases. EFPERBEARERER AL ARE -
The total minimum lease payments receivable under finance leases and their present RiEFEHERKNOSERE KA - REBED
values are as follows: 3N
The Group£®
2002 2001
Present value of Interest Present value of Interest
the minimum  income relating  Total minimum the minimum income relating Total minimum

lease payments  to future periods  lease payments lease payments  to future periods lease payments
BEHENFEE HEARAEUA REHENFEE SEHEANEE AEAKFENA  REHEMHEE
HK$'0008%FT  HKS'000B%Fr HKS'000%FT HKS'000B%FT  HKS000EEFT  HKS'000EKFT

Amounts receivable: FEIERR -
Within one year 1F R 526,860 124,245 651,105 493,561 140,265 633,826
After one year but within 1ENRE
five years 5ER 1,022,785 306,163 1,328,948 1,040,545 349,550 1,390,095
After five years SELE 1,649,473 384,349 2,033,822 1,664,521 440,887 2,105,408
3,199,118 814,757 4,013,875 3,198,627 930,702 4,129,329
Less: Provisions for bad and i ERRAR
doubtful debts %f (10,520) (4,262)
Net investment in finance BERER
leases* FREE 3,188,598 3,194,365
*  This is the amount that is carried on the balance sheet as a receivable. No accrual is made for the — * W& FERIEEKRIFAALEREE @ (B ERAKR KGR
interest income relating to future periods. BIFIEHA °
The cost of assets acquired by the Group for the purpose of letting under finance leases SEBEAREAREAEHBREENK A B
amounted to HK$4,741,727,000 (2001: HK$4,789,090,000). 4,741,727,0007T (20014 : A% 4,789,090,0007T) °
The Bank#17
2002 2001
Present value of Interest Present value of Interest
the minimum  income relating  Total minimum the minimum income relating Total minimum
lease payments  to future periods  lease payments lease payments  to future periods lease payments
BEHEANEE HEARAEUA BREAEAREE FEHENIHRE HEAXNEUA FEHENTESE
HKS'0008%FT  HKS'000E%FT HK$'0008%Fr HKS'000EKFr HK$000EEF  HKS000EEFT
Amounts receivable: FEMRR -
Within one year TELAR 149,81 51,693 201,504 - - -
After one year but within 1ELEE
five years SR 350,435 146,860 497,295 - - -
After five years SELA% 750,059 188,840 938,899 = = =
1,250,305 387,393 1,637,698 - - -
Less: Provisions for bad and w : ERRAR
doubtful debts | (730) =
Net investment in finance HEHER
leases* FIREE 1,249,575 -
*  This is the amount that is carried on the balance sheet as a receivable. No accrual is made for the — * I ZEBRIEENKFRAANBEE EX - (B #RAKKIEE
interest income relating to future periods. BYFIBHA °
The cost of assets acquired by the Bank for the purpose of letting under finance leases R{TEABEAREREHREENK A BB
amounted to HK$2,003,756,000 (2001: NIL). 2,003,756,0007T (20014F : &) °
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Notes on the Accounts (continued)

Investments in Subsidiaries B QA FIRE ‘

Unlisted shares, at cost
Less: impairment loss

Acquisition of subsidiaries:

The Group acquired 71.3% interest of Tengis Holding Limited on 15th January, 2002 for
a cost of HK$422,500,000. Tengis Holding Limited was renamed as Tricor Holdings Limited

on 22nd January, 2002.

The Group also acquired additional 40% interest in Asia Strategic Capital Limited, an
investment holding company, for a cost of US$2,050,000 on 1st December, 2002.

£k (RE)
B ORERK

The Bank#E 1T
2002 2001
HK$'000%8 % T T HK$°000&%F T
2,046,273 6,025,563
(169,850) (47,265)
1,876,423 5,978,298

W AR

720021 F158 » REEVEEE422,500,0007TH
BETengis Holdings Limited 71.3% 2 #£2% ° 120024
1A22HTengis Holdings Limited & 2t& 78 A Tricor
Holdings Limited °

AN - AREEF 2002412 A 18 682,050,000 7TiE

A—IREEI A ] — Asia Strategic Capital Limited 28
9MN0% 2 #ExS o Asia Strategic Capital Limited f£ 5%

BIEREERRS o

Details of subsidiaries are as follows: It EHBEARMFIBHOT

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES FMREREE BEETRHERE FRITATIEEZ AEEpThER EHME
Abacus Share Registrars Limited Hong Kong HK$ #1207 71.3% Share registration
HHPESELARAA BH services
EFELDRS
Acheson Limited Hong Kong HK$# 27T 71.3% Nominee shareholder
B R B A
Asia Strategic Capital Limited BVI US$400,000%7T 70% Investment holding
HERRER REER
Asia Strategic Investment Hong Kong HK$7%%13,100,0007T 70% Investment advisory
Management Limited BH services
DNREIREERERAA REE AR
Bank of East Asia (Trustees) Limited Hong Kong HK$%#150,000,0007T 100% Trustee
RGRT(ER)ARAR aH AR
BEA Pacific Asia Limited Hong Kong US$13,000,000% 7T 100% Investment holding
(BIformerly BEA Pacific Limited) a5 REZR
BEA Pacific Bank (Vanuatu) Limited Vanuatu US$100,000% 7T 100% Offshore banking
RBEE BERIRT
BEA Pacific Holding Company Limited Bermuda HK$7##1,248,000,0007T 100% Investment holding
BRE company
REZRAT
BEA Pacific Limited Hong Kong HK$%#1,0007T 100% Inactive
(formerly First Pacific Bank Limited) BB NER
(AIE—RFRITBERRE)
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Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES FMREEME BEETREERE PRI RER  AEEE R FBME
BEA Pacific Nominee Limited Hong Kong HK$#%%10,0007T 100% Dormant
B TEH
BEAC Limited Hong Kong HK$#&# 27T 100% Dormant
(formerly Tung Shing Futures Limited) &% TEE
(ATREHEBRAR)
BEAF Limited Hong Kong HK$## 27T 100% Dormant
(formerly Tung Shing Securities & TEH
Company Limited)
(ATREFEFERAR)
Becmac Limited Hong Kong HK$#&# 27T 71.3% Nominee shareholder
B FRERRAEA
Blue Cross (Asia-Pacific) Insurance Limited Hong Kong HK$%%189,000,0007T 100% Insurance
E1+F (@R RBERRA B R
Branford Investments Limited BVI US$1%=7T 713% Nominee director/
KERZER shareholder
BRRRREA
Camceb Limited Hong Kong HK$E 27T 71.3% Nominee shareholder
B R B A
Cane Garden Bay Limited BVI US$1,000% T 100% Nominee services
HERRER RERE R
Cheam Holdings Limited BVI US$13ETT 71.3% Nominee director/
HERRER shareholder
BEMRREA
Cheam Nominees Limited BVI US$1%7T 71.3% Nominee director/
REELES shareholder
BRRRREA
Clancy Limited Hong Kong HK$#&# 27T 71.3% Nominee shareholder
e FRERR A A
Delanez Limited Hong Kong HK$#& ¥ 27T 71.3% Nominee director/
e shareholder
BRRRREA
Denroy Nominees Limited Hong Kong HK$##207T 71.3% Nominee director
B BEREA
Dersale Limited Hong Kong HK$# 27T 71.3% Nominee director/
B shareholder
BEMRREA
Digex Limited Hong Kong HK$&# 27T 713% Inactive
aH TER
EA China Finance Limited BVI US$5,650,000% 7T 100% Investment holding
HEELES REZER
EA Nominees Limited Hong Kong HK$%#1,0007T 100% Investment holding
aH REZER
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Notes on the Accounts (continued)

Investments in Subsidiaries (ontinued) M8 A TIRE @) ‘

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
BBR
NEIETE AMREFNE BBETRACRE FiRTAE R AEEAER EHME
EA Securities Limited Hong Kong HK$#& 827t 100% Investment holding
B REER
East Asia Asset Management Hong Kong HK$%&%10,000,0007T 100% Asset management
Company Limited aH BEER
REEEERERAA
East Asia Corporate Services BVI US$250,000% 7T 100% Corporate services
(BVI) Limited REELES 2R
East Asia Corporate Services BVI US$1,000%7T 100% Nominee services
(Nominees) Ltd. REBRLZES XRERERS
East Asia Credit Company Limited Hong Kong HK$775,000,0007T 100% General financial
RERIEBRAT B services
—RERRS
East Asia Electronic Data Processing PRC US$450,000% 7T 100% Servicing
(Guangzhou) Limited (Note 1(a)) H AR5
RLEETEMEE (BN BRAR
(GEAIC))
East Asia Facility Management Limited Hong Kong HK$%#10,0007T 100% Facility management
RERHERERRA &BH R E R
East Asia Finance Company, Limited Hong Kong HK$7%100,000,0007T 100% General financial
REUBEERAT B services
—RERRS
East Asia Financial Holding (BVI) Limited ~ BVI US$1%ETT 100% Issuer of subordinated
RBRLZS notes
RERBETA
East Asia Financial Services (BVI) Ltd. BVI US$19,820,000% ¢ 100% Investment holding
HERRER REER
East Asia Futures Limited Hong Kong HK$%%7,000,0007T 100% Options and
REHERRAA & futures trading
PREREEER
East Asia Holding Company, Inc. USA. US$5%7T 100% Holding company
xH ZRAR
East Asia Holdings (BVI) Limited BVI US$2%7t 100% Nominee services
REELES XFERERS
East Asia Indonesian Holdings Ltd. Mauritius US$2%7T 100% Investment holding
EBEE REZR
East Asia Investment Holdings Limited Hong Kong HK$7%%100,000,0007T 100% Securities trading
ROREERERAR B BREE
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Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
BBR
NSIES AMREFENE BEFTRHBERE KRR — AEEATGRER  RHME
East Asia Investments Holdings (BVI) Ltd. ~ BVI HK$/#%186,038,7257T 100% Investment holding
HERRER REER
East Asia Liquidators Ltd. BVI US$1%=7T 100% Provision of
RBRLES liquidation services
EERA
East Asia Marketing Limited BVI US$1ETT 100% Marketing services
HBRZER HEE RS
East Asia Media Services Limited Hong Kong HK$7#%100,0007T 100% Inactive
REENREERAA] e TER
East Asia Properties Holding Hong Kong HK$%#10,0007T 100% Investment holding
Company Limited BH REZR
REMEERBRAR
East Asia Properties Investment Hong Kong HK$%#10,0007T 100% Property holding
Company Limited EB MERE
REMEREERAT
East Asia Properties (US), Inc. USA. US$5%7T 100% Property holding
xH MERE
East Asia Property Agency (China) Hong Kong HK$%#1,000,0007T 100% Property agency
Company Limited &5 MERE
REMERE (FE) BRAF
East Asia Property Agency Hong Kong HK$%#1,000,0007C 100% Property agency
Company Limited 5 MERE
REMERBERAA
East Asia Property Agency PRC US$200,000% 7T 100% Property agency
(Shanghai) Limited H MERE
(Note 1(a))
REMERE (L8 BRATF
(P EE1(a))
East Asia Property Development Hong Kong HK$#%#1,0007T 100% Investment holding
(Shanghai) Limited aH REZER
REMERRE (H8)BRAR
East Asia Property Holdings Jersey STGE9HEE 100% Property holding
(Jersey) Limited ERS MERE
East Asia Property Management Hong Kong HK$#%#10,0007T 100% Property management
(China) Limited B8 MEER
REWMEER (FE)BRAR
East Asia Secretarial Services Ltd. BVI US$1%7T 100% Secretarial services
HBRRESR W& R
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Notes on the Accounts (continued)

Investments in Subsidiaries ontinves) A BIRE ‘

T E. et B aaT B et B aaeT I8

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES FMREEME BEETREERE FRTHEER AEEE KRR FBME
East Asia Secretaries Limited Hong Kong HK$& %207 100% Secretarial services
REWEBRAR BH WERY
East Asia Secretaries (BVI) Limited BVI HK$%#300,000,0007T 75.6% Investment holding
HERRER REER
East Asia Securities Company Hong Kong HK$%#25,000,0007T 100% Securities broking
Limited EE BHEE
REEFBRAT
East Asia Securities Inc. Canada C$/n#&150,0007T 100% Mutual fund
mex EEES
East Asia Services (Holdings) Limited Hong Kong HK$%%10,0007T 100% Holding company
RIMRH (ER) AR AR aH ZRAR
East Asia Strategic Holdings Limited BVI US$50,000,000% T 100% Investment holding
REELES REZR
Elemen Limited Hong Kong HK$# %207 71.3% Nominee shareholder
B FRERREA
Equity Trustee Limited BVI US$1,000%T 71.3% Trustee and trust
HERRER administration
services
ERARETERRY
Essex Nominees Limited BVI US$1% 100% Nominee services
HERRER RERE RS
Far East Bank Nominees Limited Hong Kong HK$ B #4TT 100% Dormant
EE TEB
FEB (1989) Limited Hong Kong HK$%#%689,000,0507T * 100% Investment holding
5 HK$% 269,384,950 ** REER
Friendly Registrars Limited Hong Kong HK$%#10,0007T 71.3% Share registration
RHEFFLERAR BH services
EHB RS
Full Length (T) Co., Ltd. Samoa US$1%T 71.3% Trustee company
Gt EFEATR
Gainsville Limited BVI US$13ETT 71.3% Nominee shareholder
HERRER R B A
Gladwood Limited BVI US$1ZETT 71.3% Nominee director
HERRER BERBA
Global Crest Trustee Limited BVI US$250,000% 7T 71.3% Trust administration
KERZER services

The Bank of East Asia, Limited Annual Report 2002

SR ERIR



FRIEM = ()

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
ZiER
NCIES AMEEFEME  EEFTRHERE FRITAEER  AEEEEE  FBME
Global Strategic Enterprises Limited BVI SYES 71.3% Nominee director/
REELES shareholder
BRRRREA
Global Success Ltd. BVI US$4,360,000% 7T 100% Investment holding
REELES REZER
Golden Empire International Inc. BVI US$10,000% T 100% Property investment
HBRRER MERE
Golden Properties Finance Ltd. BVI HK$%#78,0007T 100% Mortgage financing
HERRER RSB
Golden Queen International Ltd. BVI US$10,000% 7T 100% Property investment
KERZER WERE
Golden Wings International Ltd. BVI US$10,000% 7T 100% Property investment
REELES MERE
Goldmond Company Limited BVI US$10,000% T 100% Property investment
HBRRESR MERE
Hi-Score Corporation Limited BVI US$1%ETT 71.3% Nominee director/
HERRER shareholder
BR/RERREA
Innopark Limited Hong Kong HK$# 27T 71.3% Name reservation
B service
YNGR i
International Holdings Corporation Nauru A$TRIT 71.3% Settlor
KB SREBTEREA
Kaliwood Corporation BVI US$1%=7T 713% Nominee director/
KERZER shareholder and
liquidator
BEMRREAR
EEA
Leader One Limited BVI US$1%ET 100% Investment holding
HBRRER REER
Linkwall Investments Limited Hong Kong HK$# 47T 71.3% Trustee and nominee
EEREBERAF B shareholder
EREARBRERREA
Maccabee (Nominees) Limited Hong Kong HK$# 27T 71.3% Nominee director
EE BEREA
Mache Holdings Limited Hong Kong HK$%& %207 71.3% Nominee director/
e shareholder
BRMBRREA
Mache Nominees Limited Hong Kong HK$%& %207 71.3% Nominee director/
e shareholder
BRMBRREA
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Notes on the Accounts (continued)

Investments in Subsidiaries (continves) B2 TRE @) ‘

B v WSS e W e — e —

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES FMREREE BEETRHERE PRI ER AEEEER FBME
Mactors Limited Hong Kong HK$&#27T 713% Nominee director
BH BEREA
Maintex Limited BVI US$1%7 71.3% Nominee director
HERRER BEREA
Malplaquet Limited Hong Kong HK$%& %207 71.3% Nominee director/
e shareholder and
secretary
BERRERREAK
wWE
Menroy Registrars Limited Hong Kong HK$& %207 71.3% Nominee director
BH BEREA
Modern Times International Limited BVI US$12ETT 71.3% Nominee director/
HERRER shareholder
BR/RERREA
Nola Company Limited Hong Kong HK$E1207T 71.3% Trustee services
B ZREIRTE
Norpac Holdings Limited BVI US$2%7T 713% Custodian services
KERZER RE RS
Premier Dragon Development Limited Hong Kong HK$& 27T 71.3% Name reservation
HEZERBRAR BH service
TR AR AERS
Prime Role Company Limited BVI US$1%7T 71.3% Nominee director/
RERELES shareholder
BRRRREA
Progressive Registration Limited Hong Kong HK$#%#2,0007T 71.3% Share registration
BEZEFELARAR BH services
EHFB LRSS
Radstock Holdings Ltd. Liberia US$1%7T 71.3% Specified beneficiary
MM BEX&EA
Ramillies Limited Hong Kong HK$& %207 713% Nominee director/
BH shareholder and
secretary
BRERRREAR
W&
Red Phoenix Limited Hong Kong HK$#&# 27T 100% Car renting
e AEEE
Rontors Limited Hong Kong HK$& 27T 713% Nominee director
aH BFEREA
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Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES FMREEME BEETREERE PRI RER  AEEE R FBME
Rosland Corporate Management Hong Kong HK$#&# 27T 71.3% Nominee director/
Limited 5 shareholder
BRRRREA
Royrich Investment Limited Hong Kong HK$EM 27T 71.3% Name reservation
B service
AR AR ARG
Secretaries Limited Hong Kong HK$&#27T 71.3% Secretarial, share
WEBERBERAR BH registration and
business services
NEWE - BHFEF
R EERS
Secretaries.com Limited Hong Kong HK$&# 27T 713% Dormant
aH NEH
Shanghai Dong Yan Property PRC RMBAK#500,0007T 100% Property management
Management Limited (Note 1(b)) H MEER
FERITMEERERAR
(PH5E1 (b))
Standard Registrars Limited Hong Kong HK$75%1,0007* 71.3% Share registration
SIS EEERAR B HK$ 827 ** services
EHRBLRT
Sunshine Dynamic Company Limited Hong Kong HK$&#27T 71.3% Name reservation
aH service
BB RRIEHERS
Swan Nominees Limited Hong Kong HK$%& %207 71.3% Nominee shareholder
e FRERR A A
Tabernacle Assets Limited Hong Kong HK$#& ¥ 27T 71.3% Protector of trust and
EEERAE B nominee shareholder
EREREARRER
REA
Teeroy (C.1.) Limited Jersey STGE1254% 71.3% Nominee shareholder
ERS [LEIREZIN
Teeroy Limited Hong Kong HK$& %207 713% Trustee
aH EFERS
Tengis Financial Services Limited Hong Kong HK$& %207 71.3% Service company
BEEBHERBERAR BH RIS AR)
Tengis International Limited BVI US$1%T 71.3% Authorised signatories
REELES services
REZENRE
Tengis Limited Hong Kong HK$%& %207 71.3% Secretarial, share
FERRBRERAR & registration and

business services
NAME - BHER

PTEESE

=
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Notes on the Accounts (continued)

Investments in Subsidiaries (continves) B2 TRE @) ‘

B v WSS e W e — e —

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
BER
N2 AMEREFEME  BETRHERE FRITATE Rz AEEpThEE EHME
Tengis Services Limited BVI US$1%7T 71.3% Business services
REELES e
Tengis Servicos De Gestao, Limitada Macau MOP#j#25,0007T 71.3% Business services
P e
The Bank of East Asia (BVI) Limited BVI US$1,000,00037T 100% Banking services
RERT(EBRELER)ERAF HERRER PATIRS
The Bank of East Asia (Canada) Canada C$n#k38,000,0007T 100% Banking services
MERREIRIT mEX RITIRT
The Bank of East Asia (Nominees) Hong Kong HK$%#10,0007T 100% Nominee services
Limited aH XFERERS
REFIZAREERRA
The Bank of East Asia (Nominees) Singapore S$HET N H10,0007T 100% Nominee services
Private Limited Eiiib3 XFERERS
RERITZFAREARAF GRINE)
The Bank of East Asia Nominees UK. STGE2 5% 50% 100% Nominee services
(UK) Limited RE XFERERS
The Bank of East Asia (U.S.A.) US.A. US$4,000,00037C 100% Banking
N.A. xH AT
FRURERT
(formerly Grand National Bank)
(AT REIRIT)
Time (T) No.1 Ltd. Samoa US$1%=7T 713% Trustee company
£ EREAT
Time (T) No.2 Ltd. Samoa US$1%7T 71.3% Trustee company
R SN
Top Cyber Profits Limited BVI US$1%ET 100% Investment holding
HBRRESR REER
Toursafe Limited Hong Kong HK$& %207 100% Inactive
FRIKBBRAT EE TERE
Travelguard Limited Hong Kong HK$#&# 27T 100% Inactive
REREBRAF e TER
Travelsafe Limited Hong Kong HK$& %207 100% Insurance
aH R
Tricor Group Limited Cayman Islands ~ US$13E7T 71.3% Investment holding
HEES REER
Tricor Holdings Limited BVI US$7,001% T 71.3% Investment holding
(formerly Tengis Holding Limited) RBRLZS REER
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Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NCIES AMEEFENE  BEETRHERE PRI RER  AEEE R FBME
Tricor Services Limited Hong Kong HK$&#27T 71.3% Corporate services
FEEEREERAA &BH ERS
Trident Corporate Management Hong Kong HK$# 27T 71.3% Nominee director/
Limited B shareholder
BR/RERREA
Trident Nominees Limited Hong Kong HK$& 27T 71.3% Trustee company
aH EFEATR
Tristan Company Limited BVI US$1%7T 71.3% Nominee director/
RERELES shareholder and
liquidator
BERMERREAK
EEA
Triumphant State Limited Hong Kong HK$& 27T 71.3% Name reservation
aH service
BB RRIEHERS
Tung Shing Holdings (BVI) Limited BVI US$2%7T 100% Investment holding
HERRER REER
Turquandia Limited Hong Kong HK$%& %207t 71.3% Nominee shareholder
Bk FRERR A A
UCB Limited Hong Kong HK$##1007T 100% Inactive
Bk TER
United Chinese (Nominee) Limited Hong Kong HK$#%#10,0007T 100% Dormant
FEMEXEREFRAF s TEB
Vanceburg Limited BVI US$1%=7T 71.3% Nominee shareholder,
RERZBS secretary and
appointor
BREREBA - RER
R’EA
Virtual Success Limited Hong Kong HK$#& ¥ 27T 71.3% Name reservation
Bk service
b NGIE e S
W.T. (Secretaries) Limited Hong Kong HK$# 27T 71.3% Secretarial services
BH NEERS
Wai Chiu Company Limited Hong Kong HK$%#2,0007C 71.3% Nominee director/
BBERATE &BH shareholder
BEMRREA
Wai Hop Company Limited Hong Kong HK$#%#2,0007T 71.3% Nominee director/
BERAERRR BH shareholder
BRRRREA
Walker St. Land Corp. USA. US$0.10%7T 100% Property holding
xH MERE
West Gateway Limited Hong Kong HK$#&# 27T 71.3% Name reservation
Bk service
b NGIE e S
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Notes on the Accounts (continued)

Investments in Subsidiaries (continved) iR RIRE ‘

Place of
incorporation Issued and % of ordinary shares held by
Name of company and operation paid-up capital The Bank The Group Nature of business
HiBpR
RAIETE FMEEEME BETRAERE ARITATE R AEEAT R E 13
Westboro Limited BVI US$1ETT 71.3% Nominee director/
RBRLES shareholder
EEVEUEIN
Winner Business Limited BVI US$1ETT 71.3% Nominee director/
RERZRES shareholder
BEMEREA
*  Ordinary Shares %%
**  Non-voting Deferred Shares % ZHEIEIEAR
Notes: fitet -
1. (@) Represents a wholly foreign owned enterprise. 1. (@ HBHELE-

(b)  Represents an equity joint venture.

2. BVIdenotes the British Virgin Islands and PRC denotes the People's Republic of China.

The accounts of the subsidiaries not audited by KPMG reflect total net assets and total turnover
constituting approximately 0.1% and 5.1% respectively of the related consolidated totals.

b) #E—(ERNEE) FRELE -

THmESH G EBRERNHBARNRAZEE TR

BEREFEEDHIEEAREEEN0.1%K5.1% °

Co-operative Joint Ventures §{E&& %
Place of
establishment Issued/Contributed Profit sharing Percentage by
Name of company and operation registered capital The Bank The Group Nature of business
BEETIERA BRI BCEE
AIE RUREZME AMER ARIT rEH EHIE
East Asia Property Agency PRC HK$7%%51,000,0007C 100% Property agency
(Guangzhou) Limited (Note) H YERE
REMERE (BN BRAA
(FifE)
East Asia Property Management PRC HK$%E#%600,0007T 100% Property management
(Guangzhou) Limited (Note) il YEER

REMEEE (BN ARARF
(Br=E)

Note: Represents a sino foreign co-operative joint venture.
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Investments in Associates Bf& N FIRE 1\

The Group %5 The Bank#R17
2002 2001 2002 2001
HK$'000&% F T HK$'0008#Fr ~ HK$'0008%F T HK$'000& % F T
Unlisted shares, at cost Ik EmRG (RE) - - 380,955 490,277
Share of net assets BIEFEE 673,163 650,078 = =
Goodwill unamortised RCEHOHE 736 1,154 - -
673,899 651,232 380,955 490,277
Less: impairment loss o ORERKX (34,399) (42,648) (192,373) (295,788)
639,500 608,584 188,582 194,489
Details of associates are as follows: It 8t & A AR T
Place of % of preference
incorporation % of ordinary shares held by shares held by
Name of company and operation The Bank The Group The Group Nature of business
ZER BIER
NCIES MR EFE ARTHERER  AEEFEER  AEER#ER EHIE
Asian Capital Equities, Inc. Philippines 27% Stock dealings
JFEE BREEE
Cementhai Trading (Hong Kong) Hong Kong 20% Trading
Limited &BH 25
BAR (B8)EHERRA
China International Finance PRC 25% General financial
Company Limited (Shenzhen) el services
BB B B AR AR ORI — R RAR
DaimlerChrysler Services China Hong Kong 20% Financing and leasing
Limited 5 services
AEIEHEERAT BERIERE
DaimlerChrysler Services Korea Republic of Korea 20% Financial services
Limited e B ARS
East Asia (AEA) Capital Corporation Philippines 35% Investment banking
JFEE RERIT
East Asia Heller Limited Hong Kong 50% Factoring
REEHBRAR BH BEER
East Asia MBK Limited BVI 50% 50% Investment holding
HERRER REER
Hainan International Finance PRC 35% General financial
Company Limited H services
BRI EERAR — R RS
ICEA Finance Holdings Limited BVI 25% Investment holding
TARGERERERAT HBRRER REER
Platinum Holdings Company Limited Cayman Islands 30% Investment holding

HEES

KREER

e SRR S
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Notes on the Accounts (continued)

Investments in Associates (continued) Bt e A T1IRE @) “‘

T E. et B aaT B et B aaeT I8

Place of % of preference
incorporation % of ordinary shares held by shares held by
Name of company and operation The Bank The Group The Group Nature of business
NCIES MR EFE ARTHERER  AEEFEER  AEERER EHItE
PT Bank Daiwa Perdania Indonesia 24.9% Banking & related
ENfe financial services
FITREBLRRS
Shanghai International PRC 25% In liquidation
Finance Company Limited i B
BRI ERAR
Summit Securities (S) Pte. Ltd. Singapore 24% In liquidation
RIETEESTUABRARF Eiiiib3 B
Sunfire Enterprises Limited BVI 20% Property development
RECEBRAR RBRLES MELR
Transatlantic Trust Corporation Canada 20% Administration of trusts
mex fErtE R
Trans-Ocean Insurance Company, Hong Kong 48.7% Insurance
Limited BH R
EFRBERAR
Trilease International Limited Hong Kong 20% Leasing
SHEERRERAR 5 HE
Note: BVI denotes the British Virgin Islands and PRC denotes the People's Republic of China.
Goodwill BE |
The Group£H The Bank#R 7T
2002 2002
HK$’000E % F t HK$'000;& % F 5T
Cost %N
At 1st January 1A1RH 2,035,601 158,593
Addition through merger with FPB KEE-NREFONILE - 1,630,019
Additions through acquisition of subsidiaries KRB A R RIS 332,461 -
Exchange adjustments M 5 AR 21 =
At 31st December 12A318 2,368,083 1,788,612
Accumulated amortisation and impairment losses 2T $5 N Fi{EE %L
At 1st January 1A18 149,615 51,543
Addition through merger with FPB RS —KIRA I E - 87,268
Amortisation for the year FE N 117,736 89,431
Impairment charge VERES S 13,350 -
At 31st December 12A31H 280,701 228,242
Carrying amount at 31st December, 2002 200212 A31 HEREE 2,087,382 1,560,370
Carrying amount at 31st December, 2001 200112 A31BHEREE 1,885,986 107,050
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RRIBHI AT (A&)

Cost or valuation
At 1st January, 2002
Additions
Additions through
acquisition of subsidiaries
Revaluation
Transfers
Disposals
Exchange adjustments

At 31st December, 2002

Accumulated depreciation

At 1st January, 2002

Charge for the year

Additions through
acquisition of subsidiaries

Written back on revaluation

Transfers

Written back on disposals

Exchange adjustments

At 31st December, 2002

Net book value at
31st December, 2002

Net book value at
31st December, 2001

The gross amounts of the above
assets are stated:

At cost
At Directors’ valuation - 1989
-1991

At professional valuation — 2002

Investment properties in Hong Kong were valued at HK$278,050,000 by an independent
valuer, DTZ Debenham Tie Leung Limited, Chartered Surveyors, as at 21st December,
2002 and the valuation has been incorporated in the accounts as at 31st December,

AR f(E
200241 A1H
#E

RYEHB AR EE

Bff
iR
&
EXAE

2002124318

ZEHE
200241318
FREAXH

RYEHBARNEE

SEHEEE
s

o 5 B (e B
[ 5 %

2002412 A31H

REFE
20024612 A31H

REFE
2001412 A431H

EEERBEIIRT

BRRA

REEME —1989F
—19914F
REEME —2002F

Investment
Properties
REYF
HK$'0008 % F 7T

475,490

(218,745)
172,706
(114,107)

3,956

319,300

10,638
1,163

(18,147)
26,595
(10,754)
1,178

10,673
308,627

464,852

41,250

278,050
319,300

2002. The valuation was performed on an open market value basis.

Investment properties outside Hong Kong were not stated at professional valuation as

they are considered immaterial to the Group.

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

rentals.

The Group %5
Furniture, Fixtures
Bank Premises and Equipment
T4k B - RIERRE
HK$'0008%Fz  HK$'000E%F T
4,172,061 1,524,945
4,760 168,465
- 7,723
(172,706) -
(46,772) (159,645)
1,545 5,660
3,958,888 1,547,148
334,595 998,387
57,230 167,830
- 3,249
(26,595) =
(2,900) (129,189)
583 4,416
362,913 1,044,693
3,595,975 502,455
3,837,466 526,558
2,569,087 1,547,148
1,228,225 -
161,576 -
3,958,888 1,547,148

e

B -

Total
Fob
HK$'0008% F ¢

6,172,496
173,225

7,723
(218,745)

(320,524)
11,161

5,825,336

1,343,620
226,223

3,249
(18,147)

(142,843)
6,177

1,418,279

4,407,057

4,828,876

4,157,485
1,228,225
161,576
278,050

5,825,336

EBREYER 2002512 821 B BB (B R T
B EEEERITHEAE278,050,0007T © BREHE
BAMA20026F12 A31 B ZRIAA © HEKRARMERE

HEIMTEMELEBELLETK - FTUALRIAZ S,

KENGEHEETABELREYR - HEFHBES
TFE105F - AR BENEELERESE
ERNLTERESEES -

T

RER|ITAR QA 2002 F F &
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Notes on the Accounts (continued)

Rental income receivable from bank premises and investment properties held for use  RER » AEEHRER XA BT RILE M ER LK
under operating leases amounted to HK$45,065,000 in 2002 (2001: HK$57,367,000).  # & A##45,065,0007T (20014 : %&#¥57,367,000
There was no contingent rental recognised during the year 2002 (2001: Nil).

JC) °© 2002FERERIESBHE 200145 | &) -

The cost or valuation of bank premises and investment properties held for use under 72002412 31 B AL EREEAFERRITIER
operating leases and the related accumulated depreciation charge as at 31st December, &R AR E RABAN ZHTE S Bl BB
2002 were HK$745,100,000 (2001: HK$931,322,000) and HK$47,591,000 (2001:  745,100,0007T (20014 : ##931,322,0007T) KB

HK$43,025,000) respectively.

47,591,0007T (20014F : ##43,025,0007T) °

The total future minimum lease payments of bank premises and investment properties AR A BEE LR ERF B IEAFEANITUERIRE Y ZE
held for use under non-cancellable operating leases are receivable as follows:

Within one year

After one year but
within five years

After five years

Bank premises and investment
properties comprise:
Freeholds — Held outside
Hong Kong
Leaseholds
Held in Hong Kong
On long lease
(over 50 years)
On medium-term lease
(10 - 50 years)
On short lease
(below 10 years)
Held outside Hong Kong
On long lease
(over 50 years)
On medium-term lease
(10 - 50 years)

T

1A

TFRERESFR
SFAR

T RIZEMERLE -
KAER RS
PAS [
Giticpil
HEH
RHEATRX (S04 LA L)
R HIFR4) (10250%)

EERRA (10FAT)
EEELIMEE

AL G0FAL)

R HIFRA) (10250%F)

T
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The Group %8 The Bank 17
2002 2001 2002 2001
HK$'0008% F 7T HK$'000;8%Fr HK$'0008% F ¢ HK3$'000;&%F T
39,905 44,832 22,049 15,207
62,536 40,953 26,679 13,617
6,808 4,857 1,930 4,857
109,249 90,642 50,658 33,681

The Group %8
2002 2001

Investment Bank Investment Bank
Properties Premises Properties Premises
REYH* T4k REY % THE
HK$'000 % F 7T HK$’0008% F T HK$'0008%F T HK$'000/&% F T

30,577

200,500

77,550

308,627

214,782 28,619 219,775
2,549,014 411,187 2,595,100
333,196 25,046 500,913
283 = 378
163,976 = 171,342
334,724 = 349,958
3,595,975 464,852 3,837,466



RRIBHI AT (A&)

Cost or valuation

At 1st January, 2002
Addition through merger
with FPB

Additions

Revaluation

Transfers

Disposals

Exchange adjustments

At 31st December, 2002

Accumulated depreciation

At 1st January, 2002
Addition through merger
with FPB

Charge for the year

Written back on revaluation

Transfers
Written back on disposals
Exchange adjustments

At 31st December, 2002

Net book value at
31st December, 2002

Net book value at
31st December, 2001

The gross amounts of the above

assets are stated:

At cost

At Directors’ valuation — 1989
At professional valuation — 2002

RS
200241 31H
HEE—KBAG

4R
#E
Et
"
i
L

2002412 A31H

ZiHE

2002461 A1H

EEE— KA
R E

FEAZH

EXref

s

o S B [E] B

I 9%

2002124318

REFE
20024F12A31H

AREFE
200147124318

TREEMNBEIITRMAT
ADEN
REEHE—19895
RERLE—20025F

Investment
Properties
REYF#
HK$'0008% F T

53,286

199,940

(114,673)
172,706
(114,107)

774

197,926

3,839

583
(18,147)
26,595
(10,754)

132

2,248

195,678

49,447

12,376

185,550

197,926

The Bank 1T
Bank Furniture, Fixtures
Premises and Equipment
174k G~ EIERRZE
HKS$'0008%Fr  HK$'0008%F
3,180,002 1,224,985
453,460 165,529
3,278 154,373
(172,706) -
(45,010) (153,458)
1,499 5,430
3,420,523 1,396,859
280,154 783,799
5,987 144,067
49,987 142,520
(26,595) -
(2,816) (123,945)
577 4,216
307,294 950,657
3,113,229 446,202
2,899,848 441,186
2,192,298 1,396,859
1,228,225 -
3,420,523 1,396,859

Total
Fot o
HK$'000;8 % F i©

4,458,273

818,929
157,651
(114,673)

(312,575)
7,703

5,015,308

1,067,792

150,054
193,090
(18,147)

(137,515)
4,925

1,260,199

3,755,109

3,390,481

3,601,533
1,228,225
185,550

5,015,308

T
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Notes on the Accounts (continued)

Fixed Assets (continved) ETEEE (@) \‘

2002
Investment
Properties
REYF*

The Bankf17
2001
Bank Investment Bank
Premises Properties Premises
T4k REYF THt

HK$'0008%Fx  HK$'000E% F 7z HK$'000# 8 F T HK$'0008#F

Bank premises and investment

properties comprise: T RIBEMEBIE
Freeholds — Held outside KA -EEE
Hong Kong PASM 10,128
Leaseholds g,
Held in Hong Kong EEHE
On long lease
(over 50 years) REIMEA (50F A L) 108,000
On medium-term lease
(10 - 50 years) FEAFR A (10250%) 77,550
On short lease
(below 10 years) FEENTRL) (105 ATF) =
Held outside Hong Kong
On long lease EEEUIME
(over 50 years) REATAX (S0 LA ) -
On medium-term lease
(10 - 50 years) R4 (10250%F) -

195,678

12,793 9,727 12,808
2,269,716 14,674 1,976,615
333,196 25,046 388,747
283 = 378
163,976 = 171,342
333,265 = 349,958
3,113,229 49,447 2,899,848

Convertible Bonds Issued AR &% \‘

The 2 per cent Convertible Bonds were issued on 19th July, 1996 and listed on the
Luxembourg Stock Exchange. The Bonds will mature on 19th July, 2003. The Bonds may
be converted on or after 19th September, 1996 up to the close of business on 7th July,
2003 into fully-paid ordinary shares of the Bank at an adjusted conversion price of
HK$26.16 per share with a fixed rate of exchange on conversion of HK$7.7405 to US$1.00.
The Bonds may be redeemed by the Bank at any time on or after 19th July, 1998 at their
principal amount if, inter alia, the closing price of the shares exceeds 130 per cent of the
conversion price for each of 30 consecutive trading days on The Stock Exchange of Hong
Kong Limited. In 2002, an amount of HK$197,315,000 (US$25,300,000) were repurchased
from the market by the Bank and such Bonds were cancelled upon settlement. Interest
expense for the year amounted to HK$5,352,000 (2001: HK$82,063,000).

I F B2% 2 AR ESBE1TIRN1996F7 198 » I
EEREEHFRSZAH LT - BIHHAA2003F7 /819
H o AR 199649 A 198 £200347 A7 B -
PR ENIRA AR R RRE SRR 26 16T AR AR
RITZ LIEARD - KRR A1 2T ST .74057T ©
WERNBITRDERBHAE R HANEEEAXZFEZ
W BB E 2 130% @« ARITAENES RS
IEOZE(ES o 20029 » ATHHSLEAGEEE
197,315,0007T (25,300,000 7T) Z &% » WREEH
TS o ANFEEFE L ABS,352,0005T (20014 ¢
751£82,063,0007T) °

T T T T
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Amounts Due from and Due to Subsidiaries KB 2 T 7&K KB A TIE \\\

During the year, the Bank entered into transactions with certain subsidiaries in the ordinary ~ RER » NRITEFZ LB AR B EFHNERRZS °
course of its banking business. Details of the amounts due from and due to subsidiaries ~ KiBR AR F R R BARZBHINWT ¢
are as follows:

(@) Amounts due from subsidiaries (a) MIBARXRK
The Bank#R 7T
2002 2001
HK$’000;8% F HK$'000& % F T
Financial institutions RS 956,025 366,447
Others Hfth 1,205,073 1,044,305
2,161,098 1,410,752
(b) Amounts due to subsidiaries (b) XHBLQTRE
The Bank#R7T
2002 2001
HK$'000/8% F T HK$ 000 ¥ F
Financial institutions T RIS 6,749,249 6,879,172
Others Hith 4,730,845 4,610,965
11,480,094 11,490,137

—S N N U N
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Notes on the Accounts (continued)

Assets
Treasury bills (Note 15)
Placements with banks and
other financial institutions
Certificates of deposit held
Advances to customers
(Note 17(a))
- Advances to banks and other
financial institutions
(Note 17(a))
- Debt securities included in:
- Held-to-maturity debt
securities (Note 16(b))
- Investment securities (Note 16(c))
- Other investments in
securities (Note 16(a))

Liabilities
- Deposits and balances
of banks and other
financial institutions
- Deposits from customers
- Demand deposits
and current accounts
- Savings deposits
- Time, call and notice deposits
- Certificates of deposit issued
- Convertible bonds issued*

T

- BEEH (HiE15)
- ERAREMER
BENER
- HBMERE
- BFER
(FftE17(a)
- BkEMER
HEER
(FHE17(2)
- BEBEARAE:
- BRISNES
E5 (3 16(00)
— REEH (MiE16(0)
- HthEHERE
(Bt 16(a))

ffRE

- BITRAMER
HEOERR
1

- BPER
— AHERR

EREP

- FEER
- ERRRAFR

- BRI AAE

- BETZIHR
B

T
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Repayable
on demand

BIEEst

HK$'000
BETT

5,132,933

5132,933

306,208
36,895,482

7,044,517
21,747,379
2,103,586

37,201,690

3 months
or less
3MEAH
HUT
HK$'000
BETT

3,357,453

10,281,796
984,112

12,215,605

45,239

120,228

147,077

27,151,510

4,255,199
97,869,207

13,372
97,855,835

102,124,406

The Group £
1yearor  5yearsor
less but over less but over
3 months 1 year
SMEAKL 1EHL
B1E B5F
HK$'000 HK$000
BETR BT
124,181 -
1,388,856 -
741,861 609,440
11,119,301 38,567,348
32,886 96,734
965,237 1,762,435
- 67,466
654,273 10,692,486
15,026,595 51,795,909
1,171,983 21,447
6,622,800 274,400
8,053 312
6,614,747 274,088
7,502,440 2,655,317
119,637 -
15,416,860 2,951,164

After

5 years Undated Total
5FLE Bty #5

BH#
HK$000 HK$°000 HK$'000
BT BEFT BRI
- - 3,481,634
- - 11,670,652
35,338 - 2,370,751
39,420,916 1,952,471 108,408,574
118,698 795005 1,088,562
266,526 11,260 3,125,686
- 22,814 90,280
1,314,886 - 12,808,722
41,156,364 2,781,550 143,044,861
- - 5,754,837
- - 141,661,889
- -|| 7,044,517
- -|| 27,769,116
- - 106,848,256
- - 10,157,757
- - 119,637
- - 157,694,120



RRIBHI AT (A&)

Assets
Treasury bills (Note 15)
- Placements with banks and
other financial institutions
Certificates of deposit held
- Advances to customers
(Note 17(a))
Advances to banks and other
financial institutions
(Note 17(a))
Debt securities included in:
- Held-to-maturity debt
securities (Note 16(b))
- Investment securities (Note 16(c))
- Other investments in
securities (Note 16(a))

Liabilities
- Deposits and balances
of banks and other
financial institutions
- Deposits from customers
- Demand deposits
and current accounts
- Saving deposits
- Time, call and notice deposits
- Certificates of deposit issued
- Convertible bonds issued*

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

- BEEH (E15)
- ERfTRAMER
WENTER
- BENGRE
- BEFER
(fzE17@)
- Bk ER
BB
(Hf3£17(a)
- BBEFAE:
—- BERISNER
E% (i 16(0)
— REEH (ME16(0)
- HthEHERE
(Hf3£16(a))

8f

- RAREMER
BBOEHRR
£

- BFAY
- EHERR

(AR

~ RERBARR

- BEAIANE

- BEGZT8R
5

Repayable
on demand
BIRE

HK$'000
BETT

4,871,272

4,871,272

305,905
36,051,243

6,660,762
27,636,599
1,753,882

36,357,148

3 months
or less
3MEAE
KT
HK$'000
BEFT

3,357,453

10,149,059
971,023

11,226,044

45,239

27,293

131,405

25,907,516

4,244,054
89,557,841

13372
89,544,469

93,801,895

After
5 years Undated Total
SELE EitH #5
RH

HK$000 HK$°000 HK$'000
BT BT BT
- - 3435537

- - 11,498,941

- - 1950272
38,069,885 1,663,848 103,316,862
118,698 795,005 1,088,562
178,579 11,260 2,591,727
- 18,142 85,608
1,257,533 - 12,341,867
39,624,695 2,488,255 136,309,376
- - 5,697,438

- - 131,438,933

- -1| 6,660,762

- - || 21,658,336

- -|| 97,119,835
2,200,000 - 12,351,757
- - 119,637
2,200,000 - 149,613,765

BB AR 23 B IR B A 15 BATT IR E -

The Bank#17
Tyearor  5yearsor
less but over less but over
3 months 1 year
3EAKL 1EHE
£ B5E
HK$'000 HK$000
BT BT
78,084 -
1,349,882 -
463,659 515,590
10,178,867 37,306,946
32,886 96,734
778,214 1,596,381
- 67,466
550,042 10,402,887
13,431,634 49,986,004
1,147,479 -
5,701,995 127,854
8,053 312
5,693,942 127,542
7,502,440 2,655,317
119,637 -
14,471,551 2,783,171

T
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Notes on the Accounts (continued)

Maturity Profile (continues) HAPBR 247

Maturity Profile for 2001

20014FE BARR A4

The Group£/8
1 year or 5 years or
Repayable 3months  less but over  less but over After
on demand or less 3 months 1 year 5 years Undated Total
S AR MEAKE 166 E SEHE e e
P EE:3 B5F =51
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEFT AEFT BEFT BEFT BEFT EEFT BT
Assets BE
- Treasury bills (Note 15) - BERES (fF15) - 2,945,576 579,002 - - - 3,524,578
- Placements with banks and - ERAREMER
other financial institutions BB - 8018078 3,027,432 - - - 11,045,510
- Certificates of deposit held - RENFRE = 696,504 665,075 1,027,925 29,941 - 2,419,445
- Advances to customers - RFER
(Note 17(a)) (BzE17(a) 7,240,490 10,763,128 10,131,823 38,022,095 39,495,857 2,521,169 108,174,562
— Advances to banks and other - BOIREMSR
finandial institutions KEER
(Note 17(a)) (FizE17(a) - 8,963 14,043 51,364 - 486,279 560,649
- Debt securities included in: - BBEFRE:
- Held-to-maturity debt — HEIENER
securities (Note 16(b)) &% (ME16(b) - 58,843 580,677 1,554,268 240,073 - 2,433,861
— Investment securities (Note 16(c)) — REEH (H:216(0) - - - 50 - 20,155 20,205
— Other investments in - EtEHRE
securities (Note 16(a)) (FizE16(2) - 58,029 390,675 2,693,008 553,125 - 3,694,837
7,240,490 22,549,121 15,388,727 43,348,710 40,318,996 3,027,603 131,873,647
Liabilities B
~ Deposits and balances - BIIREMSE
of banks and other BENFRR
financial institutions 3 191,331 3,611,383 1,361,638 3,899 - - 5,168,251
~ Deposits from customers - BPER 32,409,538 101,041,885 6,902,451 462,877 - - 140,816,751
- Demand deposits - EHERR
and current accounts EREP 6,237,604 - - - - -1 6,237,604
- Saving deposits - REER 23,684,608 7,656 25,961 9,638 - - 1| 23,727,863
~ Time, call and notice deposits - EERBMER | 2487326 |101,034229| | 6,876,490 453,239 = - 1]110,851,284
~ Certificates of deposit issued - BRIIZERE - - 7,485,600 1,100,000 - - 8,585,600
— Convertible bonds issued* - BEAZTER
BH* - - - 316,891 - - 316,891
32,600,869 104,653,268 15,749,689 1,883,667 - - 154,887,493
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FRIEM = ()

The Bank $777
1 year or 5 years or
Repayable 3months  less but over  less but over After
on demand or less 3 months 1 year 5 years Undated Total
e & @A 3MEALNLE 144 F SEYE it e
UF E kS EoF BE

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

Assets BE
~ Treasury bills (Note 15) — BEfES (H5H15) - 2,895,644 579,002 - - - 3474646
- Placements with banks and - EFfTRAMER
other financial institutions BEOER - 7631462 2,988,380 = = - 10,619,842
~ Certificates of deposit held - BEOETE - 605,383 433917 701,845 - - 1,741,145
- Advances to customers - BPER
(Note 17(a)) (FizE17(a) 5,572,868 9,263,245 8,374,664 32955232 31,405,678 1,903,502 89,475,189
~ Advances to banks and other - BARkAMER
finandial institutions BEER
(Note 17(a)) (zE17(@) - 8,963 14,043 51,364 - 486,279 560,649
— Debt securities included in: - BBEFBE:
- Held-to-maturity debot — BEIBNES
securities (Note 16(b)) E% (H3E16(0) - 57,337 381,169 1,020,464 192,505 - 1,651,475
- Investment securities (Note 16(c)) - REEF (WaL16(0) - - - - - 9,592 9,592
- Other investments in - EfBHRE
securities (Note 16(a)) (FizE16(a) - 49,976 390,675 2,455,766 444 517 - 3,340,934
5572,868 20,512,010 13,161,850 37,184,671 32,042,700 2,399,373 110,873,472
Liabilities B
~ Deposits and balances - BOREMER
of banks and other BENFRR
financial institutions Fo 176,972 3,601,013 1,349,591 - - - 5127576
- Deposits from customers - RFER 28,945973 77,013,660 5,626,680 46,368 - - 111,632,681
- Demand deposits - EHERR
and current accounts AREER 5,452,476 - - - - - || 5452476
~ Saving deposits - FEER 21,898,192 - - - - - || 21,898,192
~ Time, call and notice deposits - EERBAEZ | 1595305 | 77,013,660 | | 5,626,680 46,368 - - || 84,282,013
- Certificates of deposit issued - BETZERE - - 7384233 1,100,000 2,200,000 - 10,684,233
- Convertible bonds issued* - BEfT2MER
&5+ - - - 316,891 - - 316,891
29,122,945 80,614,673 14,360,504 1,463,259 2,200,000 - 127,761,381
*  Maturity based on expected Bondholders’ option as mentioned in Note 23. * BB HRIEH 23 B E TR AE 5 e AT TIREFIGTE -

e SRR S
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Notes on the Accounts (continued)

Tax and Deferred Taxation I8 i ZE % 18 \\

Hong Kong profits tax provision ~ Z&#H SR
Overseas taxation TBSNEIIE
Deferred taxation (Note) FEIERIE (FifsE)

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

At 1st January 1A18

Arising during the year (Note 8)  FR3|#E (Kizks)
Amount written off on

investments in leasing REGHHEEN
partnerships aHEE
Addition through merger EE—KIRAH
with FPB HEE
Addition through merger R BIRE S IR1T
with UCB ApEE
Additions through acquisition
of subsidiaries BYEHB AR EE
Other movement Hfth & &
At 31st December 12A31H
Comprising: BIE
Leasing transactions HER S
Others Hith

The Group£& The Bank#R 1T
2002 2001 2002 2001
HK$'000/8% T 7T HK$'000;&8F T HK$'000/8% T HK$'000/&%F T
76,649 37,481 55,942 28,783
46,886 30,480 41,084 29,366
450,758 362,329 451,860 330,363
574,293 430,290 548,886 388,512

Wizt - FREEBRIEOZEBAT -

The Group 58 The Bank#R 1T
2002 2001 2002 2001
HK$'000/8% T HK$'000;&8F T HK$'000/8% T HK$'000/&%F
362,329 281,285 330,363 265,528
148,035 221,444 148,643 194,418
(51,313) (140,400) (51,313) (140,400)
- - 24,167 -
- - - 10,817
400 - - -
(8,693) - = _
450,758 362,329 451,860 330,363
431,365 329,106 431,365 304,939
19,393 33,223 20,495 25,424
450,758 362,329 451,860 330,363

The revaluation surpluses arising on the revaluation of bank premises and investment — {Tit RIS &Y EGEREANES R EHBTEET
properties are not subject to deferred taxation as the disposal of these assets at their ~ 8 - ERHRUEEEELSEHSEEMELNE

carrying value would result in capital gains which are not subject to any tax liability. RIgEDETHEREATE -
There is no significant deferred taxation liability not provided for. A ERNRERIREFL D IRBERE -

Loan Capital EEE A \\

Loan capital of face value of HK$4,289,450,000 (US$550,000,000) and carrying amount — ZE{&##4,289,450,0007T (550,000,000 7T) K 8
of HK$4,276,227,000 (US$548,305,000) represents 7.5% subordinated notes qualifying  E{E##4,276,227,0007 (548,305,0003%T) MfEE
as tier 2 capital which were issued on 30th January, 2001 by East Asia Financial Holding &7 » EHARITE— N2 ENBY A AR © East
(BVI) Limited, a single purpose wholly owned finance subsidiary of the Bank. The Bank  Asia Financial Holding (BVI) Limited - 52200141430
unconditionally and irrevocably guarantees all amounts payable under the notes which ~ B#1T « F£87.5% ~ ¥FIEA-—RARNEEZE
are listed on the Luxembourg Stock Exchange. The notes will mature on 1st February, ~AIBITEEHE R THEMRBLECEEHREZ ST

2011.

T T
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FRIEM = ()

Share Capital B&Z< \\

2002 2001
No. of shares Nominal value No. of shares Nominal value
R &E EE R EE EfE
000F  HK$'000&%F T 000F HK$'000/&% Fr
Authorised: ETERRA -
Ordinary shares
of HK$2.50 each LERFAAE2.50T 2,600,000 6,500,000 2,600,000 6,500,000
Issued and fully paid: BEITRERIRA -
At 1st January 1818 1,433,485 3,583,711 1,414,778 3,536,945
Shares issued in lieu
of dividends BATHIR AR B 11,923 29,809 12,822 32,055
Shares issued under Staff RiEEE R 2
Share Option Schemes BEITHAR D 937 2,343 5,885 14,711
At 31st December 12A31H 1,446,345 3,615,863 1,433,485 3,583,711

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

Date of options granted Option price
RRER T HE REEE

20/4/1998 HK$7%15.30

21/4/1999 HK$7#%12.09

20/4/2000 HK$#E % 16.46

19/4/2001 HK$7%E%16.96

18/4/2002 HK$#%15.80

T— T —

BIREBRRETE - BERNNTEEREEAER
FEANERITHOEBARAR (D © 20024F LA BTERAN SR RRET I
2 RIBERG TR R ASER S BANBITHEARN
EEBHER SR MERI5%  M2002F 5
MHRIETE  RRERBERETATNERESZ
HEE - QB TRREBRTE : (0)F FRIRERR
5ER S BRI FHNTE  ROEE - RIFF 2R
HRRE N BT AR E 1 AFEE5AFHET
& o 12002912 A31 B MARITEARIENT ¢

Number of shares

R 82

5,361,200
4,510,000
11,128,000
5,360,000
5,505,000

T =
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Notes on the Accounts (continued)

Reserves & ‘

(@) Share premium (undistributable)

At 1st January

Net premium on shares issued under
Staff Share Option Schemes

Shares issued in lieu of dividends

Capital fee
At 31st December

General reserve
At 1st January

Transfer from retained profits
Shares issued in lieu of dividends

Realised surplus on disposals transferred
from revaluation reserve on

— investment properties
- bank premises

At 31st December

Revaluation reserve on bank premises

(undistributable)
At 1st January

Realised surplus on disposals transferred

to general reserve

Transfer to revaluation reserve on
investment properties

At 31st December

(@)

Revaluation reserve on investment properties (d)

(undistributable)
At 1st January
Revaluation deficit

Realised surplus on disposals transferred

to general reserve

Transfer from revaluation reserve on

bank premises

At 31st December

Statutory reserves (undistributable)
At 1st January and 31st December

Capital reserve (undistributable)
At 1st January and 31st December

()

Exchange revaluation reserve (undistributable) (9

At 1st January

Exchange adjustments

At 31st December

T
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Bt (B (AR E)
1A1R
EERBATTHT

RIBIDE B
BTHBARR A
BXER

12A31R8

—
1H18
RERET
BAFRARRS
REEHEBNEER
HENENE i
~BANE
~ 3t
12A31R8
LB
CRATRR)
1H18

BA-RERNCER
HEMENEREE

BARBNXEMFHRE
12A31H

RENZELFHE
(AR

1A1R

BfhER

BA—REENCER
HENENBMEE

BETTERhHER
12A318

R (TANEE)
1R1BR12A318

B (TARE)
1A1AR12A31R

B S E b (TR
1818
[

12A318

2002
The Group %8 The Bank#f17 Associates & 2 7]
HK$’'000/8% F 7T HK$'0008% F 7T HK$'0008% F T
375,694 375,694 -
10,335 10,335 -
(29,809) (29,809) -
(10) (10) -
356,210 356,210 -
11,418,601 10,457,693 30,508
8,662 = 8,662
177,809 177,809 =
14,976 105,922 -
3,363 167,935 -
11,623,411 10,909,359 39,170
1,257,509 1,262,909 -
(3.363) (167,935) -
(4,994) (4,994) =
1,249,152 1,089,980 -
118,323 118,323 -
(108,341) (17,395) -
(14,976) (105,922) -
4,994 4,994 -
5,532 - 5,532
86,436 - -
(49,712) (6,377) (29,478)
31,807 17,932 17,207
(17,905) 11,555 (12,271)



FRIEM = ()

(h) Other revaluation reserve (undistributable)

()

At 1st January
Revaluation

At 31st December

Retained profits
At 1st January
Addition through merger with FPB
Net profit for the year (Note 9)
Transfer to general reserve
Dividends (Note 10)
— Interim dividend
- Final dividend in respect of previous year

Disposal of associates
Change of status from an associate
to a subsidiary

At 31st December

Total reserves

(h)

0

Hip Sl (TRKE)
1818
Bfh

12A31H

BEEA
1A1R
BRE-ANRAHOEE
FREAEM (9)
BA—RFEE
e (EE10)
—FHERE
— LEERBRE

HEBEAT
AR EATERA
12A318
ez

EAR

2002

The Group£& The Bank#1T AssociatesB& 4\ 7]

HK$'000;8%F5z  HK$'000;8%Fz  HK$'0008%F 7
(763) - (763)

763 - 763

1,452,170 808,972 117,494

- 18,084 -

1,288,378 1,094,553 23,296
(8,662) = (8,662)

(302,348) (302,348) -

(473,198) (473,198) -

- - 88,004

- - 15,419

1,956,340 1,146,063 235,551

15,259,176 13,513,167 267,982

— A v, N A v, N B e,
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Notes on the Accounts (continued)

Reserves (continued) EHE @) ‘

2001
The Group%£E The Bank#f7T  Associateski & A 7]
HK$'000;8Fr  HK$'000F¥Fir  HK$'000&%FT
(@) Share premium (undistributable) @ MRRE (TARE)
At 1st January 1818 338,071 338,071 -
Net premium on shares issued under & B RGBT 817
Staff Share Option Schemes Rk R B % 69,708 69,708 -
Shares issued in lieu of dividends BATHRARR R B (32,055) (32,055) =
Capital fee ERER (30) (30) =
At 31st December 12A31H 375,694 375,694 -
(b) General reserve b) —REE
At 1st January 1HA18 10,693,195 9,673,225 6,570
Addition through merger with UCB REPEBARITE LS - 155,000 =
Transfer from current year profits BERNFE R 462,000 390,000 -
Transfer from retained profits BERERHM 23,938 - 23,938
Shares issued in lieu of dividends BATHRARR K B 229,837 229,837 -
Realised surplus on disposals transferred BEREMESHEHE
from revaluation reserve on investment MEERLE
properties MERBHRE 9,631 9,631 -
At 31st December 12A31H 11,418,601 10,457,693 30,508
(c) Revaluation reserve on bank premises (O TTHE-FE
(undistributable) (A RE)
At 1st January and 31st December 1TR1BR12A31H 1,257,509 1,262,909 -
(d) Revaluation reserve on investment properties d) BEMEERERHRE
(undistributable) (TA)RE)
At 1st January 1A1R 127,954 127,954 =
Realised surplus on disposals transferred BA—RRFEENEER
to general reserve HEMENELEE (9,631) (9,631) -
At 31st December 12A318 118,323 118,323 -
(e) Statutory reserves (undistributable) () EERHE (TAIRE)
At 1st January 1A1H 5,534 - 5,534
Exchange adjustments [E 5 A% 2) = )
At 31st December 12A31H 5,532 - 5,532
(f) Capital reserve (undistributable) () BREE(TAIRE)
At 1st January and 31st December 1TRA1BRI12A31H 86,436 - -
(g) Exchange revaluation reserve (undistributable)  (g) [E X E &G (FARE)
At 1st January 1A18 (20,573) 10,296 (23,565)
Exchange adjustments T (29,139) (16,673) (5,913)
At 31st December 12A31H (49,712) (6,377) (29,478)
(h) Other revaluation reserve (undistributable) (h) EfEHFEE TR
At 1st January 1A1H 76 - 76
Exchange adjustments T (839) - (839)
At 31st December 12A318 (763) - (763)
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FRIEM = ()

(i)

()

The application of the share premium account is governed by Section 48B of the Hong

Retained profits
At 1st January

Addition through merger with UCB

Net profit for the year (Note 9)
Transfer to general reserve
Transfer to general reserve
Dividends (Note 10)

— Interim dividend

- Final dividend in respect of previous year
Exchange and other adjustments

At 31st December

Total reserves

Kong Companies Ordinance.

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

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

0

BERH
1H1R
P RS RTEHRILE
FJZ P F (FH3E9)
YN
BA—REFEE
&2 (fHsE10)
— R EARR S
— FFERGKRE
BE 5 I EL A S %

128318
[HiBaE

Capital reserve represents the capitalisation of subsidiaries’ reserves.

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

Total distributable reserves of the Bank amounted to HK$12,055,422,000 (2001:

HK$11,266,665,000).

2001

The Group %2 The Bank#f77  Associatesi & 722 7]
HK$'000;8%F L HK$'0008 87T HK$'000/&% Fr
1,281,948 543,691 167,166

- 14,120 -
1,599,806 1,580,062 (20,989)
(462,000) (390,000) -
(23,938) - (23,938)
(300,430) (300,430) -
(638,471) (638,471) -
(4,745) - (4,745)
1,452,170 808,972 117,494
14,663,790 13,017,214 123,293

70
7o
2o

BB B RER - SEBCARIED) SEABIERE

— IR EAEN - RERRTIEE MR
EER M ERBTARNK S HRIE(E -

T8k ~ R D B R B S B R R
B - RBEITH - RAWE BRSNS E AR
HEE -

ERRHEENBRRBENERMEHET -

EERBREBEHBEUBRAEEBWRAFEER
ERYARFR B LB 2 ) R RO SE A ASAR )

AERTT AR B 4258 575%512,055,422,0007T

(20014 : &%11,266,665,0007T) °

=
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Notes on the Accounts (continued)

Off-Balance Sheet Exposures EE & ERLAIMYIEHE ‘

(a) Contingent liabilities and commitments (a)

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

HARBEREE
T AEEER B ERAEERNRRINAERE

contingent liabilities and commitments: e :
The Group£& The Bank#R 1T
2002 2001 2002 2001
HK$'000/8% T 7T HK$'000/& 1 F T HK$'000/8% T HK$'000/&%F T
Direct credit substitutes BEREERES 4,125,735 3,717,540 4,097,553 3,609,603
Transaction-related
contingencies BT 5 EBNNIER 519,227 460,168 519,227 345,349
Trade-related contingencies ~ EE5HMEAISAER 2,152,000 2,197,335 2,133,553 2,029,647
Note issuance and revolving
underwriting facilities BT REROETHE - 23,178 - 23,178
Other commitments with
an original maturity of: HApfAHE
under 1 year or which are [REIEE DR
unconditionally 15 A]
cancellable BV 20,615,082 24,391,868 20,353,725 15,623,232
1 year and over REERE1FRUE 8,416,217 7,469,282 8,429,717 7,474,961
35,828,261 38,259,371 35,533,775 29,105,970

Derivatives (b) $TETAR

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

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

ETAREM—ARSAELAEESRHUEE
EEBRENMBEEH -

T ASRITETAERARINEREE

The Group £
2002 2001
Trading Hedging Total Trading Hedging Total
EH® HH % EE £ Feki]
HK$'0008%F7r  HKS'000%Fx HK$'000E%Fr HKS'000B%Fr  HK$000EEFT  HKS'000B%FT
Exchange rate contracts EEAH)
Forwards and futures EHR SR HE 4,732,112 359,628 5,091,740 5,881,253 326,077 6,207,330
Swaps BHR S 5,649,654 7,916,316 13,565,970 9,025,817 5,101,619 14,127,436
Options purchased BAHE 1,202,429 - 1,202,429 167,908 - 167,908
Options written S B 1,202,429 - 1,202,429 167,908 - 167,908
Interest rate contracts FEa#)
Forwards and futures BHRFHNEE 200,000 - 200,000 146,000 16,710 162,710
Swaps BHR S 722,758 10,405,074 11,127,832 789,383 5,460,940 6,250,323
Options purchased BARE - 19,498 19,498 - 19,493 19,493
Equity contracts BiAEH
Options purchased A 186,131 - 186,131 19,365 - 19,365
Options written ST 186,131 - 186,131 19,365 - 19,365
14,081,644 18,700,516 32,782,160 16,216,999 10,924,839 27,141,838
T T T T —
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RRIBHI AT (A&)

Trading
EE
HK$'0008%F T
Exchange rate contracts EEEH
Forwards and futures BRZHRHE 4,979,811
Swaps BERS 5,649,654
Options purchased BAME 1,202,429
Options written hit 1,202,429
Interest rate contracts MEED
Forwards and futures BRZHRHE 200,000
Swaps BERS 722,758
Options purchased AR -
Equity contracts iAEH
Options purchased BAHE 186,131
Options written ShIL 186,131
14,329,343

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

of bilateral netting arrangements.

Replacement costs EERA
Exchange rate contracts EREH
Interest rate contracts FlEEH
Options purchased fE A HAfE

— equity contracts —RHEH
- exchange rate contracts —EXEH

Credit risk weighted amounts {5 &R INELEE

Contingent liabilities and

commitments SR E B R
Exchange rate contracts EXEH
Interest rate contracts ES=R )
Equity contracts RAE K

2002
Hedging
#r
HK$'000E%F 10

7,916,316

10,405,074
19,498

18,340,888

The Bank#R17
Total Trading
bt BE
HK$'000;8% Fx  HK$'000E%F T
4,979,811 6,107,463
13,565,970 9,025,817
1,202,429 -
1,202,429 -
200,000 146,000
11,127,832 789,383
19,498 -
186,131 -
186,131 -
32,670,231 16,068,663

2.4
W& -

2001
Hedging Total
£ Fotd
HK$'000%Fr  HK$'000F%Fr
8,743 6,116,206
4,672,756 13,698,573
- 146,000
5,460,940 6,250,323
19,493 19,493
10,161,932 26,230,595

A EEE BERUINEBNEBR AR ERER
IEERERLNT o BB R ABEFER

The Group &8 The Bank 17
2002 2001 2002 2001
HK$'000/8% F it HK$'000/8 % F 7T HK$’0008% F ¢ HK$'000/&% Fr
191,727 135,209 191,387 135,365
232,654 55,196 232,654 55,192
364 - 364 _
451 - 451 -
425,196 190,405 424,856 190,557
8,559,065 7,789,246 8,538,585 7,650,961
149,853 125,819 148,532 120,823
61,098 18,597 61,098 18,595
8,000 = 8,000 -
8,778,016 7,933,662 8,756,215 7,790,379
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Notes on the Accounts (continued)

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

Contingent liabilities and commitments are credit-related instruments which include
acceptances, letters of credit, guarantees and commitments to extend credit. The
contractual amounts represent the amounts at risk should the contract be fully drawn
upon and the client default. Since a significant portion of guarantees and commitments
is expected to expire without being drawn upon, the total of the contract amounts is
not representative of future liquidity requirements.

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

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

BERIHEERBRMIN SHNNERBER
B BERAREERBRIESE - EERAR
ARAEEERBRINESRE - 2 SHBELERE
BEREERETHEREATUNEERGRER
REMERITEA ISR A B B RO 45 5l M
HETHE - AR ERAEFMANRBRIERI%E
100% - EXRFIEERETAMABR0%ZE50% °
BERARIEEEMBERMBEEE BRI
EEEMNAORAE @ MRELE A ZSE LN
HEERK - EERBRINERBIIEIRERTTIE
B R = sT B S -

SARBBEREEREFEGENTA  BIEAMN
REEENELEE  ERE - BREMENSK
B EHERIEEANE R RIREFEY
B FTARE R AVEEE - R TEHATEIRE AR X
ER RSO HESEALIRNATEE - HIERE
WARERRTRENEE o

TETARAAREERRITEINE - FXRRFE
TISETHE - &Y Rk SmES
BEUTANEZSBERELGERDRTRORS
B - AU FERAAREREEEE

M12 /31 BAREMEXRERBTREERNE
AAESET

The Group %8 The Bank 17
2002 2001 2002 2001
HK$'000;8 % F ;T HK$'000;&8F T HK$'000;8 % F T HK$'000/&%F T
Expenditure authorised
and contracted for* BRI EEL 1,257,317 65,694 1,249,488 64,657
Expenditure authorised
but not contracted for BREZ L ERELD 332,169 3,089 6,168 2,739
1,589,486 68,783 1,255,656 67,396

*  The amount as at 31st December, 2002 included the capital commitments amounted to
HK$1,133,768,000 in relation to the Bank's acquisition of a portion of Millennium City 5, a
proposed new building to be erected in Kwun Tong. Details of the transaction are disclosed
in the Report of Directors on Page 52.
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Operating lease commitments

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

(d) EEHEEEE
72002612 A318 - ERATHEERGCEHER -
KRR REENAERBREENOT

The Group£& The Bank#R 1T
2002 2001 2002 2001
HK$'000;8% T T HK$'000;&8F T HK$'000;8% F 7T HK$'000/&% F T

Premises 17iE
Leases expiring: HAKRR
within one year 1R 83,271 102,435 115,290 122,970
after one year but

within five years 1F 255 A 84,958 82,479 67,920 70,222
after five years S AR 32,066 29,934 25,894 27,382
200,295 214,848 209,104 220,574

Obligations under mortgage loans sold

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

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

(e) BERBERAIE
BEBIEN T REL S RIBERE QB SURER
YARIBERBEENRHESES - HESR
REREEEERABESERSBNERRFER
BMEXAMBASReRE ZBRRERE
EARTERBHEMA -

ZERBLRARTEERIRBTEEERE
Tz AREERRR  SRBEHERBERA DK
MHRENBEERBER I MBEE AIRBREHE
BiE - e BN REESRE

The Group %8 The Bank 17
2002 2001 2002 2001
HK$'000;8 % F ;T HK$'000;&8F T HK$'000;8 % F T HK$'000/&#%F
Held-to-maturity debt
securities BRI EBES 39,815 39,786 39,815 -
Accrued interest and
other accounts FEUH) B R E BRI 68,805 70,482 68,805 -
108,620 110,268 108,620 -

=
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Notes on the Accounts (continued)

2002 2001
HKS$'0008% F5  HKS'000E% 7T
Profit for the year before taxation REERTL AR R 1,580,145 1,890,856
(Increase)/decrease in interest receivable
and other accounts JEN RS B A ARTE 2 (Y5 %E) /R RE (1,043,832) 55,679
Decrease in interest payable and other accounts FEfIFI8 B HAbIRIE 2 558 (135,751) (72,428)
Charge for bad and doubtful debts FERR R 810,939 432,385
(Profit)/loss on revaluation of other investments
in securities BEEMBHFICER CaF)/EE (23,702) 10,321
Provisions on held-to-maturity debt securities, — ##ZEEIHERFS - BEBHM
investment securities and associates BN R ER AR 39,581 45,049
Share of profits less losses of associates JE(R B A Rla FRUE 18 (32,656) 12,741
Net profit on disposal of held-to-maturity debt tlj’iﬁﬁﬂllﬁﬂf % K&
securities, investment securities and associates & & FEEE N TE R (456) (21,445)
Net profit on disposal of other investments
in securities I H A 5B IR E TR (190) (705)
Net loss/(profit) on disposal of fixed assets BT B EFEE CEF) 31,167 (8,369)
Interest expense on certificates of deposit
and bonds issued BETFAERES ZF BT 544,459 879,415
Depreciation on fixed assets BEEETE 226,223 205,896
Amortisation and impairment of goodwiill PR RRE 131,086 98,064
Dividend income from equity securities &5 785 AR S A (24,982) (21,753)
Amortisation of premium/discount on certificates B 21717 2B REFEA
of deposit and loan capital issued s (BT 32,793 =
Revaluation deficit on investment properties EYEEHER 92,257 =
Net cash generated from trading activities RERSEBREFHE 2,227,081 3,505,706
Net decrease/(increase) in placements with
banks and other financial institutions HARR B31E A A EA9SRIT R E A
maturing beyond three months DRIBE TR 2 TR R (B 1,367,626 (167,282)
Net increase in trade bills B SRR FIEEE (93,727) (16,135)
Net increase in certificates of deposit held JRZNHARR 4318 A LM:EI’J
with original maturity beyond three months PR RGE 2 FHEH (191,844) (153,230)
Net decrease in other investments in securities ﬁﬁﬂ%ﬁ%&ﬁﬂ’]@m%ﬁ 63,711 126,882
Net increase in advances to customers BEPERZFILHE (1,215,229) (4,064,986)
Net increase in advances to banks and other BITREMEREEERZ
financial institutions HILEE (527,913) (50,024)
Net decrease in treasury bills with original R HARR A3 1E B LA _EHY
maturity beyond three months B E &S 2 FREE 555,589 -
Net increase in debt securities with original JRZNHARR 72318 A L‘ALE’\]
maturity beyond three months BgES 2T (9,951,650) (1,510,356)
Net increase in deposits and balances of banks 87 TREM S RME TR R S5
and other financial institutions JRIERE 586,586 261,124
Net increase in deposits from customers BEPFR2FILHE 845,138 1,122,179
Exchange adjustments [E 5 AR 21,735 (32,226)
Net cash used in operating activities AR EESEB 2RSS T8 (6,312,897) (978,348)

T

'I 32 The Bank of East Asia, Limited Annual Report 2002

T



FRIEM = ()

(b) Purchase of subsidiaries

Net assets acquired

Placements with banks and other financial
institutions maturing between one and
twelve months

Other investments in securities

Advances and other accounts less provisions
Held-to-maturity debt securities

Investment securities

Fixed assets

Deposits and balances with banks and other
financial institutions

Deposits from customers

Deferred tax

Other accounts and provisions

Minority interest

Share of net assets under equity accounting

Purchase of remaining net assets of a subsidiary

owned by its former minority shareholders
Goodwill arising on consolidation

Investment cost payable
—as at 1st January
—as at 31st December

Total amount satisfied by cash

ERBAFEE

PERRTT R EL 6 B
W12 12188 NEIBEFR

HipEERE
BB B E MR

HE B RS

BaE

BEAE

1T B E DS RIS
FRBAS

BEER

IEIERA

BRI A

DB B

B R AR S AR

BARNRIDBBRREERZ

B RRNRIGEE

RIEGARELENRE

ENRESHE

—1HA1H
—12A31H

RS X% 48R

Net cash outflow from acquisition of subsidiaries

Cash consideration
Less: Cash and cash equivalents acquired

ReBAE
B BANRESRERREER

(b) WEEHIE A F

2002 2001
HK$'000/8 % F T HK$ 000 #%F T
5,414 337,775
= 125,213
5,185 599,648
- 6,397
2,667 2,854
4,479 11,876
= (7,798)
= (947,322)
(400) =
(6,567) (11,576)
(3,050) =
(1,980) =
5,748 117,067
- 433,289
332,461 389,978
338,209 940,334
1,682 377,894
- (1,682)
339,891 1,316,546
(c) WEBKMIBARRER L FHE
2002 2001
HK$'000/8% F T HK$ 000 #%F T
339,891 1,316,546
(5.414) (337,775)
334,477 978,771

=
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Notes on the Accounts (continued)

Notes on Consolidated Cash Flow Statement (continued) #RE

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

Cash and balances with banks and other R RERITFEM S F
financial institutions HEIBHETT

Money at call and short notice ARG BATE R

Placements with banks and other financial JRZNHARR /3318 A LA
institutions with original maturity within ERITREMS
three months BT

Treasury bills and debt securities with original JRZAEABR 731 A LAY
maturity within three months Bl (& 5 R B E S

Certificates of deposit held with original RANEARR A3 A AANZ
maturity within three months B NFERE

(e) Major non-cash transaction

In January, 2002, Tengis Holdings Limited (subsequently renamed as Tricor Holdings
Limited (“THL") in January, 2002), a subsidiary in which the Group holds 71.3%,
increased its interest in Secretaries Limited to 100% by entering into a share swap
agreement with East Asia Secretaries (BVI) Limited, a subsidiary in which the Group
holds 75.6%, and Deloitte Investments (Hong Kong) Limited for a total consideration
of HK$165 million to be satisfied by the allotment and issue of shares by THL.

Loans to Officers {ITBIABEER \‘

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

Aggregate amount of relevant loans outstanding at  HEE KR
31st December 1231 BRI R BTE
By the Bank RIRTTES
By subsidiaries BB A RS
The maximum aggregate amount of relevant loans ~ &EAMEEAERZ
outstanding during the year Tm kR 4EFE
By the Bank RIRTTES
By subsidiaries BB A RIS

There was no interest due but unpaid nor any specific provision made against these loans
at 31st December, 2002.

T
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RERBRME @
(d) RERERREEE D
2002 2001
HK$°000/ % F 7T HK$'000% % F T
1,963,261 1,524,229
28,442,335 35,510,396
2,319,674 2,477,880
3,373,137 2,860,492
226,615 468,679
36,325,022 42,841,676

(e) ERFBRERS

#20024F1 A - AEEFET71 3% Rz [HEL
@] * Tengis Holdings Limited (F.#£742002F 1 A &
M4 ATricor Holdings Limited) B[ Deloitte
Investments (Hong Kong) Limited B2 AN B
B75.6% w2 fIB/AE] » East Asia Secretaries
(BVI) Limited » 2] —IHARRIARRIH H(EEE
#165,000,0007TIEFF M E P S ARTS AR A A1
% + RABUATricor Holdings Limited 31T #T IR S {+F o

RIREBCREMEDI E161BIREB) RAOFMTE - 1T

THABZ ERBRERHANT -

2002 2001
HK$'000/8% F T HK$ 000 #F T
699,024 662,684

15,597 16,806

714,621 679,490
1,023,528 2,172,210
16,806 17,781

M2002612A318  REBEKREMNFLE - IRBYH

ey rgarad
ZE

LRI BRELS -



RRIBHI AT (A&)

The Group maintains certain retirement benefit schemes for its staff as per Note 2(s)(iii).
In the year 2002, the total amount of contributions the Group made to the schemes was
HK$64 million (2001: HK$59 million).

The Group acquired a portion of Millennium City 5, a proposed new building to be
erected in Kwun Tong, from subsidiaries of Sun Hung Kai Properties Limited (*SHKP") in
June 2002. Thomas KWOK Ping-kwong, an Independent Non-executive Director of the
Bank, is also an executive director of SHKP. Mr. Kwok, together with his family interests
taken together, is directly or indirectly interested in more than 30% of the voting powers
of SHKP and therefore the transaction constitutes a related party transaction for the
Bank. Details of the transaction are disclosed in the Report of the Directors on Page 52.

The Group enters into a number of transactions with the Group's related parties, including
its associates, and key management personnel and their close family members and
companies controlled or significantly influenced by them. The transactions include
accepting deposits from and extending credit facilities to them. Except that there is an
interest free shareholder's advance extended to one associate amounting to HK$32 million
at 31st December, 2002 (2001: HK$33 million), all interest rates in connection with the
deposits taken and credit facilities extended are under terms and conditions normally
applicable to customers of comparable standing.

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

Interest income FEBA

Interest expense MBS

Amount due from related parties (Note a) FBAEE A AR (MieEa)

Amount due to related parties (Note b) R B A 89508 (T aEb)

Based on total assets excluding cash and short-term funds, placements with banks and

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

Notes: (a)

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

AEEAHB B RERLIRINMRETE - WERKITE
2(s)(iii) 3 FE ° PR2002F A + AEE EIE LA EIAHR
4% A5 %64,000,0007T (20014F : ##59,000,000
JT) °

AEEBAFTBEMEZRERAA ([FBEME])
KM A R ERBEN — R AE (B8 2 W ES
B ROEB DT o ANTTHBN IEMITE FBMIINAH
BEMERNNITES - BAEBAAERERGERE
B ok L HIHBiB30% FE A E MR ZRE - EIkiX
ERPERARITHER RS - BHFEEHNES3
BrEEEREERN -

AEBBRAEHATETSZIARS - EEATBEE

BAR EBTBRARREERRRE RXELAL
FHEGIM AR EAREARFENNRF - BLERS

PREEIBEATERARAMMRREER - XMIET
—EEE ARG EARREK - EF2002F12A318H
#2578 %32,000,0007T (20014F : #¥#33,000,000
7T) * BRULBASN - FRE R RIEERFE - HikiRE—
BEFEERKEEFPHEENERRIATE °

720024 - ANEEELRERE A T ATUERER 2 {5 F A PI B

B - RFE20024F12 A318 - I A LHRZ R KRS
A TR FUBIRABLIT

2002 2001

% to Group total % to Group total
VEIETL R VisEIE SETCE - g
ZHEDE ZESE

2.6 3.9

2.2 3.0

3.8 3.8

1.4 2.5

RIFBERFE T AR L REHES « TERITR
Hfb @B 120 ARFIBR L - BER
AIRE R EIERE °

(b) REFFPFHAREETZIE

Bzt (a)

T

RER|ITAR QA 2002 F F &

135



Notes on the Accounts (continued)

Equity Compensation Plans B 1D #{E 5 & ‘

AITHTER A E B RN IR AITE RS A IFH L
REETEREZIARE  BRATESRITRA
B URBAITRAD - REENTRBRARTHE
EVEAFFHRERTENESEFEL - BB IA
BEREMAEL -

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

(a) Particulars of share options RIREFTE

136

Date of Grant Vesting Period Exercise Period Exercise Price Per Share
KT HH BRAH TT1EH] GRITIEE
HK$B#
29/4/1997 29/4/1997 — 28/4/1998 29/4/1998 — 29/4/2002 24.59
20/4/1998 20/4/1998 — 19/4/1999 20/4/1999 - 20/4/2003 15.30
21/4/1999 21/4/1999 — 20/4/2000 21/4/2000 - 21/4/2004 12.09
20/4/2000 20/4/2000 — 19/4/2001 20/4/2001 — 20/4/2005 16.46
19/4/2001 19/4/2001 — 18/4/2002 19/4/2002 — 19/4/2006 16.96
18/4/2002 18/4/2002 — 17/4/2003 18/4/2003 - 18/4/2007 15.80
(b) Movement of share options R 2 2 &)
Number of Share Options
BIRIEEE
Outstanding Outstanding
Date of Grant at 1/1/2002 Granted Exercised Lapsed at 31/12/2002
F200241 H1H R20024F12 431 H
Lad=r- ] EIRTTIE ERT BiTE BXH EIARTTIE
29/4/1997 13,395,000 = = 13,395,000 -
20/4/1998 5,783,200 - 286,200 135,800 5,361,200
21/4/1999 5,063,000 - 553,000 - 4,510,000
20/4/2000 11,700,000 - 98,000 474,000 11,128,000
19/4/2001 5,520,000 - - 160,000 5,360,000
18/4/2002 = 5,625,000 = 120,000 5,505,000
Total#& %8 41,461,200 5,625,000 937,200 14,284,800 31,864,200
Number of Share Options
BRI
Outstanding Outstanding
Date of Grant at 1/1/2001 Granted Exercised Lapsed at 31/12/2001
20011 A1H H20014F12A31H
KT HH EIRITIE ERT EfT#E B EIRTTIE
23/4/1996 10,267,412 = 435,974 9,831,438 =
29/4/1997 14,149,400 = = 754,400 13,395,000
20/4/1998 7,730,600 - 1,947,400 - 5,783,200
21/4/1999 7,852,000 - 2,789,000 - 5,063,000
20/4/2000 12,798,000 - 712,000 386,000 11,700,000
19/4/2001 - 5,615,000 - 95,000 5,520,000
Total#£ %8 52,797,412 5,615,000 5,884,374 11,066,838 41,461,200

(c) No share options were cancelled during the years ended 31st December, 2001 and  (c) #Z2002%2001412 A31 B FE R KA BAAE
2002. EESH o
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(d) Details of share options exercised (d) BITERREFTE
Number of Share Options
BREZE

Exercise Period Date of Grant 2002 2001

1T1E A ek
January 148 23/4/1996 - 374,332
20/4/1998 89,000 1,217,000
21/4/1999 169,000 1,628,000
20/4/2000 49,000 -
February 2 A 23/4/1996 - 61,642
20/4/1998 12,600 335,000
21/4/1999 129,000 383,000
March 3 3 20/4/1998 - 9,000
21/4/1999 6,000 97,000
April 45 20/4/1998 - 16,600
21/4/1999 22,000 12,000
May 5H 20/4/1998 113,000 105,400
21/4/1999 58,000 238,000
20/4/2000 49,000 265,000
June 6 A 20/4/1998 71,600 159,000
21/4/1999 110,000 172,000
20/4/2000 - 282,000
July 78 20/4/1998 - 72,400
21/4/1999 22,000 25,000
20/4/2000 - 64,000
August 8 A 20/4/1998 - 33,000
21/4/1999 - 35,000
20/4/2000 - 56,000
September 9H 21/4/1999 37,000 25,000
20/4/2000 - 45,000
November 1158 21/4/1999 - 25,000
December 124 21/4/1999 - 149,000

Post Balance Sheet Events EEBEBR B EZEH ‘

On 10th January, 2003, Tricor Holdings Limited, a 71.3% owned subsidiary of the Group, ~ 2003418108 ' NEEHEAT71.3%ERNHE A
completed the acquisition of the company secretarial and client accounting business owned &)  Tricor Holdings Limited * 5k BB & L RliES
by PricewaterhouseCoopers in Hong Kong. AR EBTRE BN ARNEREFRBEER -

Comparative Figures Lt F ‘

The comparative figures of the consolidated cash flow statement have been restated HREA—THEFTCEHEBLEIDE 1R [HERE
to conform with the current year's presentation due to the revision of SSAP15 “Cash RIOFIRTE  GERSMEBRNVEBREFEEER
Flow Statements”. NHERFENSHRAR -

e SRR S
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Unaudited Supplementary Financial Information

Capital Adequacy Ratio and Capital Base EX& % BHL R R EARER \\

(a

) Capital Adequacy Ratio (a) BEXRFZRLL=E

Unadjusted capital adequacy ratio RISHEERT R E
Adjusted capital adequacy ratio ARBERTRILE

The unadjusted capital adequacy ratio is computed on the consolidated basis which
comprises the positions of the Bank and all its subsidiaries referred to in Note 19 as
required by the Hong Kong Monetary Authority for its regulatory purposes, and is in
accordance with the Third Schedule to the Hong Kong Banking Ordinance.

The adjusted capital adequacy ratio which takes into account market risks as at the
balance sheet date is computed in accordance with the Guideline “Maintenance of
Adequate Capital Against Market Risks” issued by the Hong Kong Monetary Authority
and on the same consolidated basis as for unadjusted capital adequacy ratio.

=

Group Capital Base after Deductions (b) EEIEENEARER

Core capital BRILER
Paid up ordinary share capital B B EY E m AR AR AN
Share premium [:grapiaf=]
Reserves (i
Minority interests DHR TR
Deduct: Goodwill o R
Total core capital OB RGREE
Eligible supplementary capital AT E R INE A

Reserves on revaluation of land and
interests in land (at 70%)

T & T iiERS (B EE
HIREE PA70%51E)

General provisions for doubtful debts —MREREED

Term subordinated debt B HEREEE

Total eligible supplementary capital BREGolhplii=w et
Total capital base before deductions RAIH B RN B R
Deductions from total capital base BB ETENRIER
Total capital base after deductions MREENERE 5

Liquidity Ratio RBIE&LE |

Average liquidity ratio for the year FEANTERBDESLE

The average liquidity ratio for the year is the simple average of each calendar month’s
average liquidity ratio, which is computed on the consolidated basis as required by
the Hong Kong Monetary Authority for its regulatory purposes, and is in accordance
with the Fourth Schedule to the Hong Kong Banking Ordinance.

T
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2002 2001

% B 5 % B 5 E

17.0 17.5

16.9 17.4
RERRERFTREEZFE - BREFESH

EEBRIE ZARA EEREEGRITIRODMIRS
REEERRET AR RATEFINH 1980 B

A7 -

HEZAATRILENEE  RREBESRE
ERELNESIGLTZRARGIRITRER) &
AEEHBNMSRELR - FIRIEMN RS EEER
EARARTE R R PIRIERAER)

2002 2001
HK$'000/8% F T HK$ 000 #F T
3,615,863 3,583,711
356,210 375,694
13,147,593 12,422,457
44,708 19,092
(2,087,382) (1,885,986)
15,076,992 14,514,968
874,406 963,083
1,339,533 1,330,094
4,276,227 4,271,123
6,490,166 6,564,300
21,567,158 21,079,268
(953,797) (913,104)
20,613,361 20,166,164
2002 2001
% B 5 E % B 2%
46.1 46.6
FENFORPDESHLEREATHLRNEE

T B ERREEESRERBIIEME
RERGENGRREERBEGRITIRODMKIRA -
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Segmental Information 2 Z8& %} \\

(a) Advances to Customers

(i) By Industry Sectors

(a) &F
(i)

The information concerning advances to customers by industry sectors has been
classified according to the usage of the loan and is stated gross of any provisions.

The Group
Loans for use in Hong Kong
Industrial, commercial and financial
— Property development
— Property investment
— Financial concerns
— Stockbrokers
— Wholesale and retail trade
— Manufacturing
— Transport and transport equipment
— Others

— Sub-total

Individuals
- Loans for the purchase of flats in the
Home Ownership Scheme, Private
Sector Participation Scheme and
Tenants Purchase Scheme
— Loans for the purchase of other
residential properties

— Credit card advances
— Others

— Sub-total

Total loans for use in Hong Kong
Trade finance
Loans for use outside Hong Kong

Total advances to customers

&=

BITEDR

BEPERMTTRER S

iy
4
,w;ux
St
=
i
T4
D

1B RORIRBR T E o

2002 2001
HK$'0008 % F 5T HK$ 000 % T T
£H
FEHBFERNER
TrEEmE
— MEERE 4,847,778 5,158,882
— MERE 11,744,929 11,477,370
— DR 2,223,813 1,819,351
— BRELL 104,602 82,405
— HtEmTEE 2,107,598 2,701,901
— BUEE 1,459,648 1,568,309
— BB RE 4,511,617 4,322,030
— Hfth 6,907,826 7,350,675
— /IgF 33,907,811 34,480,923
A
- BEIEEBHEEE -
[FLAZEERE] R
EiE= = el
EFHER 2,207,192 2,596,815
— BEHMEEYENER 39,930,918 42,169,173
— EAFREXR 1,692,322 1,955,494
— Hfth 3,333,374 3,760,291
— /NEt 47,163,806 50,481,773
EEBFERNEREE 81,071,617 84,962,696
BEHmE 3,272,588 3,067,857
EBEBAIMERNER 24,064,369 20,144,009
EEENMEE 108,408,574 108,174,562
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Unaudited Supplementary Financial Information (continued)

(i) By Geographical Areas

The information concerning the breakdown of the gross amount of advances to
customers by countries or geographical areas is derived according to the location
of the counterparties after taking into account any transfer of risk. In general,
such transfer of risk takes place if the claims are guaranteed by a party in a
country which is different from that of the counterparty or if the claims are on an
overseas branch of a bank whose head office is located in another country.

(i) %l

1oy

BEFEFEBRBARKEHNDE - BIRIE
ZHHFHPTEN - W E B RERRRE
= —RiE EABERTAEERR
ERERNERESY IR FAELRD
B — TR - AAERNBEITHRER
RITHBINATT - MR RITHOREH BRI IE
RN 5 FHPREH -

Advances overdue for
Total advances to customers Non-performing loans over three months

EFE#AE TETEH BHMEAN LHEFER
2002 2001 2002 2001 2002 2001
HK$'0008%F7w  HKS'000B%Fr HK$'000E%Frw HKS'000E%Fr HKS'000E%Frw  HKS000B%FT

The Group £

Hong Kong 0 89,449,624 92,212,501 2,041,748 2,326,930 1,234,390 2,375,517
People’s Republic of China  H1#E AR ZRME 4,132,169 3,491,205 769,605 591,638 859,330 692,299
Other Asian Countries HihHMHER 5,024,629 3,894,150 171,560 184,111 145,336 133,191
Others Hit 9,802,152 8,576,706 125,088 217,353 38,807 14,601
Total Fk 108,408,574 108,174,562 3,108,001 3,320,032 2,277,863 3,215,608

The information on cross-border claims discloses exposures to foreign counterparties
on which the ultimate risk lies, and is derived according to the location of the
counterparties after taking into account any transfer of risk. In general, such transfer
of risk takes place if the claims are guaranteed by a party in a country which is
different from that of the counterparty or if the claims are on an overseas branch of
a bank whose head office is located in another country. Only regions constituting

10% or more of the aggregate cross-border claims are disclosed.

The Group

People’s Republic of China

Asian countries, excluding
People’s Republic of China

North America

Western Europe

The Group

People’s Republic of China*

Asian countries, excluding
People’s Republic of China

North America

Western Europe

*  The amounts constitute less than 10% of the aggregate cross border claims and are presented

ESE]

REARAME

Ef BMER (T RHE
hE AR AME)

SIS

PR

%8

2t A RAFE*

HipTHER (FoLE
2 A RAFIE)

LM

E

for comparative purpose only.

T

T
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Banks and other

financial institutions

RITREMEBEE
HK$000;8% F 7

6,022,429

10,942,142
4,375,369
25,357,970

Banks and other
financial institutions
RITRE M2 BEIE

HK$'000/5%F T

2,117,359

16,294,762
5,172,573
27,980,835

BEEARENNEHEIRZEFRRERKR
REFTAEM - WEBREBRREER - —KM
5 ETABRATAHEBRERE : AEERNERE
BERAFEXZHFAEMNBERE — TR - =
ZERNBITHRERRITHEINATT - MK
TR R RN HE FHI AN « BX

—EH R RIGERRIE10%IA L - ZiR
BB BB T AR ER -

2002

Public

sector entities
REHE
HK$'000%% F 7t

560,217

1,107,992
3,597,083
167,455

2001
Public
sector entities
HK$'000/8F T

778,247

742,314
127,487
10,206

T

Others
Hft
HK$'000/8% F 7T

3,051,859

5,933,867
4,234,618
858,420

Others
Efth
HK$'000/8%F T

3,186,547

4,707,965
3,078,734
285,992

* WEEERLREREREEELN10%

Total
Fobcl
HK$'000;8 % F ¢

9,634,505

17,984,001
12,207,070
26,383,845

Total
i

HK$'000&#F

6,082,153

21,745,041
8,378,794
28,277,033

RIELLERA
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REERFBHIBER (F)

n Overdue and Rescheduled Assets BIEAR K EHEE \\

(a) Overdue and Rescheduled Advances

BAHREEHEER
2002 2001
% of total % of total
advances to advances to
customers customers
hEFER HEFE®
HK$'000/8% F it BENES L HK$'0008 % 7T MR E D
The Group %8
Advances to customers
overdue for HHEFER
- 6 months or less but
over 3 months —3{@AEZ6MEA 642,305 0.6 590,368 0.6
-1 year or less but over
6 months —6AAEE1E 391,029 0.4 558,080 0.5
- Over 1 year — 1 1,244,529 1.1 2,067,160 19
2,277,863 2.1 3,215,608 3.0
Rescheduled advances
to customers KEARFPER 624,138 0.6 223,648 0.2
Total overdue and BREEA
rescheduled advances REFERBE 2,902,001 2.7 3,439,256 3.2
Secured overdue advances BRABHER 2,189,786 2.0 2,543,835 2.4
Unsecured overdue advances RIS 88,077 0.1 671,773 0.6
Market value of securities
held against the secured BHEREHER
overdue advances EHRmmE 3,462,986 3,309,518

There were no advances to banks and other financial institutions which were overdue
for over 3 months as at 31st December, 2002 and 31st December, 2001, nor were
there any rescheduled advances to banks and other financial institutions on these
two dates.

(b) Reconciliation

HER
Overdue advances (Note 1) mEAE K (EED)
Rescheduled advances (Note 2) wEHEER (F2)
Total overdue and rescheduled advances BEAR K ERE KB
Less: Overdue advances on which interest is
still being accrued B BERED R B ER
Less: Rescheduled advances on which
interest is still being accrued B S ERBNRFEER
Add: Non-performing loans which are not hn: AEITEFIEIEE A
overdue or rescheduled #cEA
Total non-performing loans TRITER AR

Notes: (1) Advances which are overdue for more than three months.

(2) Rescheduled advances which have been overdue for more than three months under
the revised repayment terms were included under overdue advances and not
rescheduled advances.

e SRR S

72002612 A318 20014128318 » ANEE
BFRITREMSBEEBOTIET - R G @ EA3E

RIA LSS SHENER -

2002 2001

HK$'000/8% F T HK$'000# % F T
2,277,863 3,215,608

624,138 223,648

2,902,001 3,439,256
(242,684) (315,046)
(57,247) (116,270)
O - U Sz
3,108,001 3,320,032

FfeE: (1) BEE R ANEH3ME A A LAOEK -

() RRETERGHEBBE3EANEEAER
BEIABHEREE U TBREEHEER -
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Unaudited Supplementary Financial Information (continued)

n Overdue and Rescheduled Assets (continves) BIHIR R EHEE ‘

(c) Other Overdue Assets

HihmEE
2002 2001
Debt Accrued Other Debt Accrued Other
securities interest assets* securities interest assets*
EBEF ZitFlE Rt &E BHEF 25178 EfAE
HKS$'0008%Fr  HKS'000B%FT HKS000B%FT  HKS000EEFT  HKS000EEFrT  HK$'000EXFT
The Group £
Other assets overdue for ~ Efi@ifi&E
—6 months or less but over  — 3fEALNLE
3 months 6f8A - 4,029 1,275 - 3,641 2,476
-1 year or less but over
6 months - 6AANERIF - 1,096 9,850 - 3,861 1,159
—Over 1 year —1EE - 1,202 6,486 15,595 2,062 890
- 6,327 17,611 15,595 9,564 4,525
Rescheduled assets BEEEE - - - - - -
Total other overdue and HEfpa iR aEm
rescheduled assets BERE - 6,327 17,611 15,595 9,564 4,525
*  Qther assets refer to trade bills and receivables. * HEMEBERIEEZEEREWKIE -
Repossessed Assets i{EEE |
2002 2001
HK$’000% % F 5T HK$'000&#F T
The Group ESL]
Repossessed properties ey ES 390,499 472,424
Repossessed vehicles g1t 4,990 18,233
Total repossessed assets I B1& ELREE 395,489 490,657

It EHEER R EEN 12431 BEETE -

The amount represents the estimated market value of the repossessed assets as at 31st
December.

n Currency Concentrations & %% &k \

AERISNE IS RS RS A B IS RS RIS PTIS A SN
KRR RAESARIDFSREENI10% N L &
BT LAREE -

The net positions or net structural positions in foreign currencies are disclosed when each
currency constitutes 10% or more of the respective total net position or total net structural
position in all foreign currencies.

2002 2001
HK$Million/&8# B &t HK$Million 8 & &7t

usb CAD GBP  Others Total usb CAD GBP*  Others Total

E7 mnr R Aty Fot] o il R Hfth Fotd
The Group 3
Spot assets REEE 50,001 4,049 4,838 17,278 76,166 47,398 3,700 4,403 13,900 69,401
Spot liabilities BEEE (48,381)  (4,425) (6,161) (19,821) (78,788) (49,546)  (3,944)  (5198) (14,594) (73,282)
Forward purchases EHEA 11,731 805 1,434 6,466 20,436 13,777 318 1,038 3,003 18,136
Forward sales EHEN (12,830) (311) (236) (3,858) (17,235) (11,156) (118) (271)  (2,300) (13,845)
Net long/(short) position ~ &/(2) %% 521 118 (125) 65 579 473 (44) (28) 9 410
*  The currency constitutes less than 10% of the total net position in all foreign currencies and is WESME R LRIMNEFHERARERNT10% © ZEFERJIELL

presented for comparative purpose only. BAE -

B v WSS e W e — e —
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REERFBHIBER (F)

2002 2001
HKS$Million 8% 58 HK$Million;3 & & & 7
usD CAD* SGD*  Others Total usb CAD SGD Others Total
En b 7 b Hfty B e mr Fmg Hith w5
Net structural position RELRRRE 1416 188 184 183 1,97 710 162 172 152 1,196

*  The currency constitutes less than 10% of the total net structural position in all foreign currencies
and is presented for comparative purpose only.

The Bank recognises the benefits of sound corporate governance practice to its
shareholders. It has made reference to the Hong Kong Monetary Authority’s statutory
guidelines set out in the Supervisory Policy Manual “Corporate Governance of Locally
Incorporated Authorized Institutions”. There are ten specialised committees formed under
the Board of Directors. The roles, functions and composition of these key committees are
as follows:

Audit Committee (Please refer to Report of the Directors on Page 56)
Nomination Committee (Please refer to Report of the Directors on Page 56)
Remuneration Committee (Please refer to Report of the Directors on Page 56)

Sealing Committee is responsible for directing the usage and custody of the Bank’s
common seal. It comprises all Executive Directors and Non-executive Directors of the
Bank, as appointed from time to time.

Executive Committee is responsible for reviewing all major functions and critical issues
relating to the businesses and operations of the Group. It comprises the Chief Executive,
the Deputy Chief Executives, all Division Heads and the Head of Credit & Special Asset
Department.

Credit Committee is responsible for carrying out lending-related activities and in particular,
to monitor the lending portfolio for managing the overall credit risk of the Group. It
comprises the Chief Executive, the Deputy Chief Executives, the Head of Investment
Banking Division, the Head of Strategic Planning & Control Division, the Head of Operations
Support Division and the Head of Credit & Special Asset Department.

Asset and Liability Management Committee is responsible for overseeing the
management of liquidity risk, interest rate risk and market risk of the Group. It comprises
the Deputy Chief Executives, the Head of Investment Banking Division, the Head of Strategic
Planning & Control Division, the Head of Personal Banking Division, the Head of Corporate
Banking Division, the Head of China Division, the Head of International Division, the
Head of Branch Distribution Department, the Head of Treasury Department, the Head of
Credit & Special Asset Department and the Head of Risk Management Department.

Investment Committee is responsible for formulating the investment strategies and
make daily investment decisions on the overall investment portfolio of the Group. It
comprises the Deputy Chief Executives, the Head of Investment Banking Division and the
Head of Strategic Planning & Control Division.

Policy Committee is responsible for discussing and formulating various strategies and
policies for managing businesses and operations of the Group. It comprises the Chief
Executive, the Deputy Chief Executives, the Head of Investment Banking Division and the
Head of Strategic Planning & Control Division.

* WEINER LRI B FI B AREER10% © iZBEER
SfELL B -

ATRAERERNEEEGERROFE - A178
2RBASHERRME LN EE BT MR
RABBNEEERDREEES - EEFEE FCK
YTI0EEREEE - efIMEEAE - B AR
W

BITEEER AR RERRAREBREENEE
WEEFMEREE - KB BIETTHAE - BITTHARE -
ERTEMEEREESHABEIE -

EHESRAENTABREED LHRENEE
EEAAUEREROEERRK - KB BETHE
# - BTEER - RERTREE - RERBEEE
T SBEXBERIENEEREESABEE -

EERBEEZESERAESEETERPES 7
KR TSER - KEBFEAITTHREH - RERTREE
B RENFAFREEE  EARITEEE  BXRT
BEIE THEEBANIE BEBREBEIE 917
EBHELE BeHEE FEREESEINTIER
FEREEBEE -

REZEETE AN RARB L A EEEKRE
AEIRAERR - KB BERITRAR - RERITRE
TEMREI R AFREEE -

BEEEERA AR MR R MBR AT R EE
BIREBIOEE - KB BIRITHAEEL - BIFTHAEEL -
RERTREIEMRS| R FRETE -

T
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Unaudited Supplementary Financial Information (continued)

Crisis Management Committee is responsible for developing and reviewing the Group’s
strategy for managing crisis scenarios and to take charge of crisis situations which jeopardise
or have the potential to jeopardise the Group in its reputation, liquidity/financial position
and business continuity. It comprises the Chief Executive, the Deputy Chief Executives, all
Division Heads and the Head of Organisation & Productivity Department.

The terms of reference of the Committees together with all the Policies within the corporate
governance regime are subject to an annual review in order to cope with the latest
development in the banking industry as well as other changes in the regulatory
requirements.

The Group has established policies and procedures for the control and monitoring of risk
arising out of the business of the Group, including credit risk, liquidity risk, capital and
market risk. These policies have been reviewed regularly by the Management, Credit
Committee or Asset and Liability Management Committee and have been approved by
the Board of Directors. The internal auditors also perform regular audits on business units
to check compliance with policies and procedures. The Group has also established the
Investment Committee to formulate the Group’s investment strategies and to monitor
the performance and compliance of the investment activities.

Credit risk arises from the possibility that a customer or counterparty in a transaction
may default. It arises from the lending and treasury activities. To oversee the Group’s
credit risk management which is independent from the business units, the Board of
Directors has delegated authority to Credit Committee to perform this function.

The main role of Credit Committee is to deal with all credit risk related issues of the
Bank Group with major functional responsibilities of: formulation of credit policies,
credit approval, assurance of compliance with the regulatory requirements and
monitoring of asset quality.

In evaluating the credit risk of the customers or counterparties, their financial strength
and repayment ability are always our primary considerations though credit risk may
be mitigated by obtaining collaterals from the customers or counterparties. Moreover,
concentration risks are monitored by adopting proper risk control such as setting
limits on large exposures in relation to our Bank’s capital base.

In this connection, comprehensive guidelines to manage credit risk have been laid
down in the Group's Credit Manual which include the delegated lending authorities,
credit extension criteria, credit monitoring process, 10-grade loan classification system,
credit recovery and provisioning policy.

The Group’s Credit Manual is regularly reviewed and approved by the Credit Committee
to ensure the adequacy of credit risk management policies and systems.

T

The Bank of East Asia, Limited Annual Report 2002

T

RREEZEEAERVRNEEEESREHE
BORE - RERLSEARERELETRERE R
BEASHIMBARRRFEEGEFNETHRARBHK
BRI o KB BETHAES - BIFTHER  FTAREE
MABREENRESEE -

BEZEENREBEARBNEEELTIENIK
K AEFREALA RITEMEME T ERAZH
B -

AEBEEHEBRERIZR - BABRRRIEHIREEZE
BalEnEE - RREERR - RBES - BARH
HEKE o BLERKMERRE  FEZESHEELRA
ERZESEPR  UKEESIZ - AEEXE
ThE R - REZ SRR RIZ 715 A BHE -
AEBWRIBREEZSGURTERERE - RERK
BERBRFIRNBRER

EERMRR R SHFRRTIRE - TR
ARBOEHRAEES - AT BEARE(E
SEAMER EFRCEEEEEARIATE
Bt

ARITZEEREENTIEACRERMAHRA
KEEERBRERER - HEIZRERERER
BERHIE - EEEL HEREEERNRE -
REELGENEE -

EHEEPEARXZHFHIEEERE - #RAE
EPSEZSHUFHERBREEERR - At
PR BRE N AREREN T RAKENTES
BEZE - BE  FREDEERNEENEEE
HISNEE  PINRBEEAREREEFTAERR
[REE -

REFE  #RNEERRERESIEHNEE
BEmEEFM - BIEEERREE - RERE -
EEEERE 10 RERDERS - FEBEK
BBHER -
ERZESEEHRHEMBRAKEZERF
it REERAEEZ EREAREERRRHIER
BRHA -



REERFBHIBER (F)

The Asset and Liability Management Committee is authorised by the Board of Directors
to manage the assets and liabilities of the Bank Group. The function of the Asset and
Liability Management Committee is to oversee the Group’s operations relating to
interest rate risk, liquidity risk and market risk.

(1)

@)

Liquidity Risk Management

Liquidity risk is the risk that the Group cannot meet its current obligations. To
manage liquidity risk, the Group has established the liquidity risk management
policy, which is reviewed by the Asset and Liability Management Committee and
approved by the Board of Directors. The Group measures the liquidity of the
Group through the statutory liquidity ratio, the loan-to-deposit ratio and the
maturity mismatch.

The Asset and Liability Management Committee closely monitors the liquidity of
the Group on a daily basis to ensure that the liquidity structure of the Group’s
assets, liabilities and commitments can meet its funding needs and that the Group
is always in compliance with the statutory liquidity ratio. The Group’s average
liquidity ratio was 46.1% for 2002, which was well above the statutory minimum
ratio of 25%.

Adequate standby facilities are maintained to provide strategic liquidity to meet
unexpected, material cash outflows in the ordinary course of business.

Market Risk Management

Market risk is the risk arising from the net effect of changes in market rates and
prices, such as interest rates, foreign exchange rates, equity and commaodity prices,
on the Group’s assets, liabilities and commitments, thus causing profits or losses.

The Group’s market risk originates from its holdings in the trading books of
foreign exchange, debt securities, equities and derivatives, which are valued at
current market prices (mark-to-market basis), and from its investment and banking
activities in financial assets and liabilities, which are valued at cost plus any accrued
interest (accrual basis), together with securities classified as other investments,
which are measured at fair value in the balance sheet. The Group’s trading activities
on derivative instruments mainly arise from the execution of trade orders from
customers and positions taken in order to hedge other elements of the trading
books. The Group has established a market risk management policy that
incorporates guidelines, procedures and control measures to monitor its market
risk exposures.

Financial derivatives are instruments that derive their value from the performance
of underlying assets, interest or currency exchange rates, or indices. The Group
principally uses financial derivative instruments as investment alternatives or to
manage foreign exchange, interest rate or equity risk and is a limited end-user in
such instruments. Guidelines on participating in derivatives activities are stated
in the Group's market risk management policy. The Group’s major trading activities
in derivative instruments involve exchange-traded HIBOR Futures contracts. Over-
the-counter transacted foreign exchange forwards, interest rate swaps and option
contracts are mainly employed to hedge the interest rate risk and option risk of
the banking book.

AEENEERAERESERREEAGEER

ZEGELAEE - WEEENBEREESENE
AR XRER - REE R R TISRRAEERS
e
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Unaudited Supplementary Financial Information (continued)

n Risk Management (continued) [ELBS B EE () \\

The Group’s market risk exposures in different activities are measured and
monitored on the basis of principal (or notional) amount, outstanding position
and stop-loss limits, and are controlled within established limits reviewed and
approved by the Asset and Liability Management Committee for each business
unit, business type and in aggregate. Independent middle and back offices monitor
the risk exposure of trading activities against approved limits on a daily basis. The
Group's market risk exposures are reviewed by the Asset and Liability Management
Committee and reported to the Board of Directors on a regular basis, while
exceptions to limits are reported when they occur.

The Group quantifies the market risk of the underlying trading portfolio by means
of value-at-risk (“VaR"). VaR is a statistical estimate which measures the potential
losses in market value of a portfolio as a result of unfavourable movements in
market rates and prices, if positions are held unchanged in a certain time horizon.
The Group’s VaR is calculated using historical movements in market rates and
prices, a 99% confidence level and a one-day holding period, and takes into
account correlations between different markets and rates.

Prior to 2002, VaR has been calculated to a 95% confidence level. From the
beginning of 2002, VaR is calculated at a 99% confidence level. This change has
been made to facilitate consistency with the regulatory guidance in confidence
level to measure market risk.

The VaR for the Group’s market risk-related treasury trading portfolio as at 31st
December, 2002 was HK$2.99 million (2001 : HK$0.44 million*). The average
daily revenue earned from the Group’s market risk-related treasury trading activities
in 2002 was HK$0.44 million (2001 : HK$ 0.34 million). The standard deviation
of these daily revenues was HK$0.47 million (2001 : HK$0.41 million).

AEBEGBMERERSEHNTHE
- BRREAS GEHR) &H  KRTFARR
LEERRRFIFAHIRE - TRARE R HA0PT - B
ERIRERNRREZESNEEREER
ZESERHMEHENRAAN - BEER S L
WEK - SRHEBINT  RYPHBFIE
R AEENTSRARBREEHHEER
BERZESREYNEESER - MBS
EHAZAIREE - RIS AR ERNBF R o

AEEERRRBEREBLCZZHEANTS
[ - RRBEEA R LR AXE
ERFE—BRA  XZEAEATEEERE
RE N FR BT 5| R ELHEERE - &
SENAERREE  TREBETHEX
BEROND - 9% 2 BEKFR—AFE
- Y ATRTSRERMERREE -

2002471 - FHES REBREFERHIE TR
FA95% Efs/KFHHE - B2002F 5%  H R
BBEEEN A E RN A99% BE/KF o
MR AEREEIRSIBRAEREKTAMR
i °

20025 12A318 - AEEEMBEKRE B
KB AR 56 MR EEE A 2,990,000
7C (20014F : 7##440,0007T*) ° 720024
REESEMSRERKREENMER ST HE T
WA BAEKA440,0007L (20014 « BHE
340,0007T) - FABMAWIZEZ BB
470,0007T (20014F : ##410,0007T) °

DAILY DISTRIBUTION OF MARKET RISK-RELATED TREASURY
TRADING REVENUES - YEAR 2002
HEHERREHEVNERSNRASESHE — 2002 F

(HK$million) (¥ EZT)

Number of days
I=E ¢

120

100

80

60

98
57 5
40
15
7 7
11 o9 o I .

-lless  -110-0.75 -0.75t0-05-05t0-025 -025t00 010025 025t005 05t0075 075t01 1t0125 125t015 1.5More
AT 1E075 0752-05-05%-025 02550 0%025 025%05 052075 075%1 12125 125%15 150EF

The Bank of East Asia, Limited Annual Report 2002



REERFBHIBER (F)

DAILY DISTRIBUTION OF MARKET RISK-RELATED TREASURY
TRADING REVENUES - YEAR 2001
ERSEBRERTERSNBASRSHE — 2001 F

(HK$million) — (B EET)

Number of days
I=E -
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AT A1E075  075%-05-05%-025-025E0 0%F025 02505 05F075 075F1

12125 125815 15M4E

An analysis of daily distribution of the Group’s market risk-related treasury trading
revenues for 2002 (comparing with 2001) is provided above. This shows that 10
out of 247 days (2001 : 10 out of 243 days) are in loss positions. The most
frequent result was daily revenue of between HK$0.25 million and HK$0.5 million,
with 98 occurrences (2001 : same band with 104 occurrences). The maximum
daily loss was HK$1.90 million (2001 : HK$2.66 million) and the next maximum
daily loss was HK$0.91 million (2001 : HK$1.30 million). The highest daily revenue
was HK$5.34 million (2001 : HK$4.17 million).

(i) Foreign exchange exposure

The Group's foreign exchange risk exposure arises from foreign exchange
dealing, commercial banking operations and structural foreign currency
positions. All foreign exchange positions are managed by the Treasury units
of the Group within limits approved by the Asset and Liability Management
Committee.

The VaR related to foreign exchange dealing positions at 31st December,
2002 was HK$0.20 million (2001 : HK$0.45 million*). The average daily
foreign exchange dealing profit for 2002 was HK$0.40 million (2001 :
HK$0.32 million).

Foreign exchange positions which arise mainly from foreign currency
investments in the Group's branches, subsidiaries and associates are excluded
from VaR measurements, as related gains or losses are taken to reserves.
Such foreign currency positions are managed with the principal objective of
ensuring that the Group’s reserves are protected from exchange rate
fluctuation.
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Unaudited Supplementary Financial Information (continued)

(i) Interest rate exposure

(iii

T
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The Group's interest rate exposure arises from treasury and commercial
banking activities where interest rate risk is inherent in both trading and
non-trading portfolios. All trading positions are managed by the Treasury
units of the Group within limits approved by the Asset and Liability
Management Committee. For the non-trading portfolio, interest rate risk
primarily arises from the timing differences in the repricing of interest-bearing
assets, liabilities and commitments and the maturities of certain fixed rate
assets and liabilities. The interest rate risk of the non-trading portfolio is also
monitored by the Group’s Asset and Liability Management Committee.

The VaR related to interest rate exposure due to debt securities and derivatives
trading positions, excluding foreign exchange forwards, at 31st December,
2002 was HK$2.88 million (2001 : HK$0.24 million*). The average daily
profit due to these activities for 2002 was HK$0.04 million (2001 : HK$0.02
million).

Equities exposure

The Group’s equities exposure comprises trading equities and long-term
equities investments. The Group’s Investment Committee regularly reviews
and monitors the equities dealing activities. The VaR on equities trading
positions as at 31st December, 2002 was HK$3.57 million (2001 : HK$5.17
million*).

(* Figures are restated to amounts at 99% confidence level)

The Group’s policy is to maintain a strong capital base to support the development of
the Group’s business and to meet the statutory capital adequacy ratio. Both the
Group's adjusted capital adequacy ratio incorporating market risk of 16.9% and the
unadjusted ratio of 17.0% as at 31st December, 2002 were well above the statutory
minimum ratio.

Capital is allocated to the various activities of the Group depending on the risk taken
on by each business division. Where the subsidiaries or branches are directly regulated
by the appropriate regulators, they are required to maintain a minimum capital
according to rules of those regulatory authorities. Certain financial subsidiaries are
subject to the Hong Kong Monetary Authority’s capital requirements for regulatory
supervision purposes.
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