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CORPORATE PROFILE
& 1T i@ 5t

Incorporated in 1918, The Bank of East Asia, Limited is Hong Kong’s
largest independent local bank with total consolidated assets of
HK$754.0 billion (US$97.2 billion) as of 31st December, 2013. The
Bank is listed on The Stock Exchange of Hong Kong and is one of
the constituent stocks of the Hang Seng Index.

BEA is dedicated to helping its customers grow and prosper through
the provision of a comprehensive range of commercial banking,
personal banking, wealth management, and investment services.

The Bank maintains one of the largest retail networks of any bank
in Hong Kong, with full-service branches, SupremeGold Centres for
high net-worth customers, and innovative, extended hour i-Financial
Centres conveniently located throughout the city.

In Mainland China, BEA and its wholly-owned subsidiary, The Bank
of East Asia (China) Limited operate more than 130 outlets — one
of the most extensive networks of any foreign bank in China.
Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through more than 240 outlets and offers rewarding and
challenging career opportunities to over 12,000 employees.

The BEA Group’s subsidiaries further broaden the Bank’s product
offering to meet the increasingly diverse and sophisticated needs of
a burgeoning customer base. BEA's wholly-owned subsidiaries, BEA
Life Limited and Blue Cross (Asia-Pacific) Insurance Limited, serve as
the Bank’s life insurance and general insurance arms, respectively,
and provide a comprehensive range of insurance solutions for
individual and corporate customers. A global provider of integrated
business, corporate, and investor services, Tricor Holdings Limited
helps clients build their businesses by offering outsourced expertise
in business support functions.

The BEA Group strives to be a positive, enabling force in the
communities it serves and is committed to long-term sustainable
development. The Group integrates social, environmental, ethical,
employee, and customer concerns into its business and operations
with the aim of aligning the interests of its stakeholders and the
society at large.
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FINANCIAL HIGHLIGHTS
MERE

2013 2012
HK$ Million HK$ Million Change &

BEEER BEEET % BHE
Profitability Z %855
Total operating income
I ON Y 17,253 15,109 +14.2
Profit attributable to owners of the parent
Qi) Sl 6,613 6,056 +9.2
Balance Sheet Strength EE& &R
Advances to customers
BEPBR 405,357 350,720 +15.6
Total consolidated assets
mEEERR 753,954 692,114 +8.9
Total deposits
TFR AR 577,900 526,140 +9.8
Total equity
ARz 4B R 68,234 61,639 +10.7
Earnings Per Share and Dividends Per Share
BEREFNRERKE
Basic earnings
ERAF HK$2.78 HK$2.72 +2.2
Dividends
= HK$1.11 HK$1.06 +4.7
Key Ratios &Lt =
Loan to deposit ratio
ERBERLE 70.1% 66.7%
Impaired loan ratio
DERIEN G A= 0.4% 0.3%
Average liquidity ratio
FIREE L E 47.0% 46.6%
Total capital ratio
AR & 15.9% 14.3%
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FIVE-YEAR FINANCIAL SUMMARY
SEMBEH=E

TOTAL EQUITY
% SR A R 4 HE
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FIVE-YEAR FINANCIAL SUMMARY (CONTINUED)
SEMBHE (F)

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

AEERAEERRRR

HK$ Million
BEEET

7,000
6,000
5,000
4,000

3,000 2,604*

2,000 -

1,000

2009

FIVE-YEAR COMPARISON

4,224 4,358

2010 2011

6,056

2012

6,613

2013

5 B
L/ /]
2009 2010 2011 2012 2013
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
B EET B EHET BEEET B EET BEEET
Total equity .
RS RS AT 39,735 48,643 52,044 61,639 68,234
10 EEpesis 345,340 425,419 478,837 526,140 577,900
TFRuezE ! ! ’ ! !
Advances to customers e s o
=B 247,653 295,714 315,281 350,720 405,357
Total consolidated assets
4o A m e e 434,082 534,193 611,402 692,114 753,954
Loan to deposit ratio o o o) %% o o
RS R 72% 70% 66% 67% 70%
Profit attributable to
owners of the parent 2,604* 4,224 4,358 6,056 6,613
A BB A AR 5 T
H *
Earnings per share HK$1.39* HK$1.92 HK$1.96 HK$2.72 HK$2.78
TBRAF
- N
%‘éﬁ;;%f*per SET HK$0.76 HK$0.94 HK$0.94 HK$1.06 HK$1.11

*  Restated due to changes in accounting policies.

* HEFHREEMER
** Restated due to reclassification.

*x REWET DT ELR
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CHAIRMAN'S STATEMENT

It is my great pleasure to report that the Group once again
delivered a record set of results in 2013. Profit attributable
to owners of the parent reached a new record high of
HK$6,613 million, HK$557 million or 9.2% higher than
the HK$6,056 million earned in 2012. Basic earnings per
share were HK$2.78. Return on average equity and return
on average assets were 11.0% and 0.9%, respectively.

The Board of Directors has declared a second interim
dividend (in lieu of a final dividend) of HK$0.68 per share
for the year ended 31st December, 2013, bringing the
dividend for the year to HK$1.11 per share.

The overall outlook for the global economy is brightening.
In January 2014, the World Bank revised its projected
global growth figures for 2014 from 3.0% to 3.2%,
representing a marked improvement on 2013’s growth
of 2.4%. Stronger global growth will benefit Hong Kong,
and we anticipate that local exports will increase while
consumer demand will remain solid with support from
Mainland visitor spending.

While concerns remain about the potential impact of
tapering in the US and uncertainty surrounding the
slowing growth rate in China, we have confidence in
Hong Kong’s ability to prevail. The same holds true
for the city’s banking industry, which, while highly
competitive, is well capitalised and widely recognised

DIVIDENDS FOR THE LAST 5 YEARS B 5 F % 542 %

HK$ Million
BEEET

3,000
2,500
2,000

1,918
1,500

1,484
1,000

500

2009 2010

for its sound asset quality. We believe that the Central
Government’s determination to deepen financial reform
is extremely positive for the country’s long-term economic
development, and Hong Kong is well positioned to
capitalise on future developments as China's premier
offshore Renminbi centre.

In Hong Kong, we at BEA will place greater emphasis
on strengthening the Bank’s presence in selected prime
areas as part of our efforts to expand our affluent
customer base. We will position ourselves to attract
clients with whom we can develop a lifelong relationship
as their preferred banking partner, and continue to apply
technology to enhance our marketing initiatives, customer
relationships, and service quality.

Mainland China has been and will remain a key focus for
the Group. While the liberalisation of the financial system
and the introduction of the China (Shanghai) Pilot Free
Trade Zone will no doubt provide challenges as well as
opportunities for the financial industry, we believe that
BEA is well positioned to respond to any developments.
In 2013, we refined our branch and channel strategy on
the Mainland to improve efficiency and control costs.
We also successfully piloted our supply chain financing
programme, which will be rolled out more widely in 2014
to attract new corporate customers.

u
2,531
2,306
1,945
2011 2012 2013
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CHAIRMAN'S STATEMENT (CONTINUED)

We see good prospects for our cross-border business due
to the internationalisation of the Renminbi and growing
activity among Mainland investors in offshore markets.
We will further strengthen collaboration among our
branch networks in Hong Kong, Mainland China and
overseas to capture opportunities arising from increasing
business flows to and from the Mainland.

Internationally, we will continue to expand our overseas
businesses, particularly in Singapore and the UK, and to
explore opportunities in emerging markets as they arise.

As a Group, we will focus on growth across our
operations and we will implement strategies to optimise
our asset and portfolio mix. At the same time, we will
remain vigilant in managing our risks and strive to
enhance efficiency and productivity.

| am pleased to inform shareholders that Mr. Peter Lee
Ka-kit was appointed a Non-executive Director of the
Bank on 1st May, 2013. In view of Mr. Lee’s wealth of
experience, | am confident that his contribution to the
Board will lead to the further success of the Group.

In closing, | would like to thank our Bank’s Board of
Directors and the Directors of our subsidiaries and
associated companies for their wise counsel and the care
with which they have performed their duties during the
past year. | also extend our grateful thanks and appreciation
to our business partners, with whom we look forward
to further extending our cooperation in the coming
year. | would also like to thank the management team
and staff of BEA for their commitment and outstanding
performance. Lastly, on behalf of my entire team, | thank
our shareholders and customers for their long-standing
loyalty and confidence in The Bank of East Asia.

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 18th February, 2014
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REPORT OF THE CHIEF EXECUTIVE

AND SENIOR MANAGEMENT

FINANCIAL REVIEW

Financial Performance

For the year 2013, the Group achieved a record high
profit attributable to owners of the parent of HK$6,613
million, representing an increase of HK$557 million or
9.2%, compared to the HK$6,056 million earned in
2012. Basic earnings per share were HK$2.78. Return on
average equity and return on average assets were 11.0%
and 0.9%, respectively.

During 2013, the Group’s net interest income increased
by HK$2,443 million, or 25.1%, to HK$12,167 million,
primarily due to growth in advances to customers and
a widening of the net interest margin. Net fee and
commission income rose by HK$613 million, or 18.1%, to
HK$3,992 million. However, due to weaker performance
of the investment portfolio and lower trading income
compared with 2012, non-interest income dropped by
5.6% to HK$5,086 million. Operating income increased
by 14.2% to HK$17,253 million.

Total operating expenses rose by 9.8% to HK$9,583
million. Operating efficiency further improved as the cost-
to-income ratio fell from 57.7% in 2012 to 55.5% in
2013. In China, the Business Tax and related surcharges
are classed as operating expenses. If these charges are
grouped under taxation, the reported cost-to-income
ratio would fall from 54.2% to0 51.9%.

Operating profit before impairment losses rose to
HK$7,670 million, an increase of HK$1,286 million, or
20.1%, when compared with 2012.

Impairment losses grew by 98.6% to HK$527 million,
mainly related to loans and advances. Nevertheless,
impairment losses were still at a reasonable and
controllable level.

Operating profit after impairment losses was HK$7,143
million, an increase of 16.7% or HK$1,024 million.

Profit on disposal of subsidiaries/associates fell
significantly to HK$27 million. In 2012, the disposal of
BEA's 80% interest in its US banking subsidiary generated
an exceptional gain of HK$203 million. Valuation gains
on investment properties decreased to HK$388 million.
Profit on sale of fixed assets increased to HK$164 million,
mainly due to disposal of some overseas properties.
Due to the strong performance of associates, the Group
shared after-tax profits from associates of HK$684 million.

After accounting for income taxes, profit after taxation
rose to HK$6,707 million, an increase of 9.0% over the
HK$6,154 million recorded in 2012. Profit attributable
to owners of the parent rose to HK$6,613 million, an
increase of 9.2%.

Financial Position

Total consolidated assets of the Group stood at
HK$753,954 million at the end of 2013, an increase
of 8.9% over the HK$692,114 million at the end of
2012. Gross advances to customers rose by 15.6% to
HK$405,357 million. Total equity increased to HK$68,234
million, up 10.7%.

Total deposits from customers grew by 7.3% to
HK$534,971 million. Demand deposits and current
account balances increased by HK$309 million, or 0.4%,
compared with the balance at year-end 2012. Savings
deposits increased to HK$92,936 million, a rise of 7.4%,
while time deposits increased by HK$29,505 million, an
increase of 8.6%, when compared with the figure as at
31st December 2012. Total deposit funds, comprising
deposits from customers and all certificates of deposit
issued, grew by 9.8% to HK$577,900 million.

The loan-to-deposit ratio was 70.1% at the end of
December 2013, 3.4 percentage points higher than the
66.7% reported at the end of 2012.
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REPORT OF THE CHIEF EXECUTIVE AND SENIOR MANAGEMENT (CONTINUED)

RATINGS

RECOGNITION

Standard & Poor’s

The Bank of East Asia, Limited

Long-term Counterparty Credit A
(local and foreign currency)
Short-term Counterparty Credit A-1 N
(local and foreign currency)
Outlook Stable
The Bank of East Asia (China) Limited .
Long-term Counterparty Credit A
(local and foreign currency)
Short-term Counterparty Credit A-1
(local and foreign currency)
Outlook Stable
L]
Moody’s Investor Service
The Bank of East Asia, Limited
Long-term Bank Deposit A2
(local and foreign currency) .
Short-term Bank Deposit Prime-1
(local and foreign currency)
Bank Financial Strength @
Outlook Negative
“2013/14 Distinguished Banking
& Finance Award — Outstanding
Corporate Banking Services”
[2013/14 FEAL SRR —
B R IRIT R
.
[ o \,

S 2
-

“2013 Best SME's Partner Award”
[2013 /M B F =R 52 ]

The Bank of East Asia, Limited

“2013 Best SME's Partner Award” (for the sixth

consecutive year)

- The Hong Kong General Chamber of Small &
Medium Business

“2013/14 Distinguished Banking & Finance Award —
Outstanding Corporate Banking Services”
- Wen Wei Po

“2013 RMB Business Outstanding Awards —

Outstanding Innovative Products/Services —

Connecting China and Hong Kong Award”

- Metro Finance, Metro Finance Digital, and Wen
Wei Po

BENCHMARK Wealth Management Awards 2013
“Qutstanding Achiever for Customer Commitment
(Retail Bank)”

- BENCHMARK magazine

“The Highest Growth Rate in 2012 Cardholder
Spending in Hong Kong — Winner” and “The Highest
Growth Rate in 2012 Outstandings in Hong Kong
— 2nd Runner Up” (for card issuance) and “The
Highest Market Share in 2012 Cross-border Merchant
Purchase Volume in Hong Kong — 2nd Runner Up” (for
merchant acquiring)

- MasterCard Worldwide

“2013 RMB Business Outstanding
Awards — Outstanding Innovative
Products/Services — Connecting
China and Hong Kong Award”

[ARBEBHL REE2013 — FH
BIFTE G/ BRI — RS 5R]

L
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BEA received a number of awards from MasterCard Worldwide in
recognition of its exceptional performance.
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REPORT OF THE CHIEF EXECUTIVE AND SENIOR MANAGEMENT (CONTINUED)

e “2012 Innovative Award — Exclusive Year- o
Round Reward Platform” (for card issuance) and
“Qutstanding Acquiring Performance Award in 2012
— UnionPay Online Payment Volume” (for merchant
acquiring)

- UnionPay International

e “Risk Management Best Fraud Control, Issuing” (for
card issuance) and “Lowest Non-Fraud Chargeback
Rate, Acquirer — Visa 2012 Global Service Quality
Performance Awards” (for merchant acquiring)

- Visa Inc.

The Bank of East Asia (China) Limited

e "“2012 Best Customer Service Centre among Banking
Institutions in Shanghai”
- Shanghai Banking Association °

e "“2012 Preferred Service Provider for Small and

Medium Enterprises in China”

- China Centre for the Promotion of Small and
Medium Enterprise Development, Ministry of
Industry and Information Technology of the People’s
Republic of China

“2012 Innovative Award — Exclusive Year-Round Reward
Platform™” and “Outstanding Acquiring Performance
Award in 2012 — UnionPay Online Payment Volume”

. ONFEEREINE — 2FBRHEBERTE] &
202 FEAEARERESMRITE — UPOPR S E |

b2B8 B8R BEER BARE

= D

“Risk Management Best Fraud Control,
Issuing” and “Lowest Non-Fraud Chargeback
Rate, Acquirer — Visa 2012 Global Service

“2012 Best Innovation Award for the Promotion of
Financial Knowledge in China’s Banking Industry”
- China Banking Association

“Best Brand Building among Foreign Banks” in the
2013 Golden-shell Award of China Programme
- 21st Century Business Herald

"Best Internet Banking among Foreign Banks Award”
in the China Business News Financial Value Ranking
2013

- China Business News

“2013 Best Wealth Management Product Design
Award”
- Money Weekly

“2013 Best Wealth Management Bank Award”
- SOHU.com

VISA

Risk Management

Quality Performance Awards” Best Fraud Control - Issuing

[2012 SRERBRER FRERERRTI K

The Bank of

[2012 & R 2 HREE R R R LR ERTT East Asia, Limited

— BREBUHR BLLHHE

Y

2012
Hong Kong
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Blue Cross (Asia-Pacific) Insurance Limited

e “The 13th Capital Outstanding Enterprise Awards
— Medical and General Insurance” (for the second
consecutive year)

- CAPITAL magazine

e BENCHMARK Wealth Management Awards 2013
“Best in Class for Health Care Product (Insurance)”,
“Best in Class for Product and Service Innovation
(Insurance)”, and “Outstanding Achiever for Online
Usability (Insurance)”

- BENCHMARK magazine

e “The Most Favourite Travel Insurance Company Award
2013" (for the ninth consecutive year)
- Weekend Weekly Magazine

Credit Gain Finance Company Limited

e “Prime Awards for Banking and Finance Corporations
2013 — The Best Brand in Loans”
- MetroBox Magazine

e “Capital Weekly Service Awards 2013 — Finance
Service”
- Capital Weekly Magazine

“The 13th Capital Outstanding
Enterprise Awards — Medical and
General Insurance”

|| [B13EEABEAERE —
- BB R — AR |

y
v ey

. AR/

AWARDS

BEA Union Investment Management Limited

BEA Union Investment Asian Bond and Currency
Fund:

“Best Bond Fund, Asia Pacific” (3-year performance)
- Lipper Fund Awards Programme 2013 Hong Kong

“2012 Best of the Best Performance Awards — Asian
Bonds, Hard Currency” (3-year performance)
- Asia Asset Management

“ Asianinvestor Investment Performance Awards 2013
— Best Asian Fixed Income, US Dollar”
- Asianinvestor

“FSM Recommended Mutual Fund Awards 2013/14 —
Asian Fixed Income”
- Fundsupermart.com

“"BENCHMARK Fund of the Year Awards 2013: Asia
Fixed Income within Funds Awards, Best-In-Class”
- BENCHMARK magazine

BEA (MPF) Greater China Equity Fund:

I Aw%gling e ‘ E (

“BENCHMARK Fund of the Year Awards 2013:
Greater China Equity within MPF Awards, Best-In-
Class”

- BENCHMARK magazine

“The Most Favourite @
) e

Travel Insurance Company | Tseas
Award 2013"

[ &5 Bl R R
A#€2013] »

“Best in Class for Health Care Product (Insurance)”,
“Best in Class for Product and Service Innovation
(Insurance)”, and “Outstanding Achiever for Online
Usability (Insurance)”
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OPERATIONS REVIEW

The global economy turned in a mixed performance in
2013. While the US gained momentum, conditions in
Europe remained weak. China’s economy stabilised in the
second half of 2013, as domestic demand strengthened
on the back of the government’s stimulus measures.
Emerging markets, on the other hand, weakened due
to lower commodity prices and speculation over the
US Federal Reserve’s plan to scale back its quantitative
easing policies.

With external demand weak, Hong Kong's exports
grew at a modest 3.6% pace in 2013. The number of
residential property transactions plummeted by 37.7%,
following the introduction of a series of cooling measures
by the Hong Kong Government.

However, domestic demand and tourist spending
remained firm. As a result, Hong Kong's unemployment
rate hovered at a low level of 3.2% to 3.5%. These
factors boosted private consumption, and retail sales
grew by 11% in 2013. Overall, Hong Kong’s economy
expanded at a moderate pace of 3%, year on year, in the
first three quarters.

On the Mainland, the export sector remained weak in
the face of continuing subdued demand from Western
economies and the slowdown in emerging markets in
2013. Investment growth also moderated, as China
continued its shift away from an investment-led growth
model. However, an improvement in the US employment
market in the fourth quarter supported business
confidence in China. This trend should persist in 2014,
compensating for the adverse impact on Asian markets of
the scaling back of quantitative easing.

Looking ahead, the Chinese Government is expected
to take advantage of the relative stability in the global
economic environment to tackle structural problems in its
economy. As part of this effort, the Third Plenary Session
of the 18th Central Committee of the Communist Party of
China in November 2013 outlined a package of ambitious
reforms, several of which are aimed at fostering more
effective and efficient financial markets. Implementation
of these reforms will be a priority in 2014.

As the pace of the US economic recovery gathers steam,
economic conditions on the Mainland should improve
further. China’s exports are projected to grow by 10%
in 2014. However, credit growth will be restricted, and
will serve as a brake on investment growth, diluting
the positive impact of improving exports. Consumer
demand will remain moderate. The economy is likely to
grow by 7.6% in 2014, with inflation remaining under
control at 2.8%.

In Hong Kong, meanwhile, GDP is forecast to grow at
3.5% for 2014, while inflation will average 3.7%.

Business — Hong Kong

As at 31st December, 2013, the aggregate value of all
loans to customers and trade bills of BEA in Hong Kong
was 14.2% higher than one year earlier. Debt investments
increased by 0.2% during the year, while customer
deposits grew by 4.4%.

Corporate and Commercial Banking

BEA increased its portfolio of corporate loans and trade
bills by 13.2% in 2013, driving a 75.3% increase in net
interest income compared to the previous year. Net fee
and commission income rose by 31.3%, as the Bank
successfully executed its strategy to cross-sell treasury and
insurance products to corporate customers.



E 3 4EI] ]

2013 FRHREERBALE - ZEKEFIAER - BUM
AR AR AR 38 - IR RIBUT =W E) T - P E
BN ERFESKE T - A EERE LR 2013 F T4
oo BULFE - B EmER T B R SR 5 B i
B EMERE(CRRRE - FEMGREEE -

SNBSS - R BEBHORR - 2013FH ALK
E/R3.6% ° WS FEBMAHEL —E B L AMEHE
Mg - EENERIZREBIF37.7% °

BEWML - BERNIBHFRRABIREEBIIAEZRE -
SR E RGN 3.2% = 3.5% MRAL - RIEFLAH
B3 FTEHEER11% - BEME » 8BK
BER2013FE = [AFERFRFER3I% o

M JTHE - P RBERFRE 2013 FHERSS - L
FrEM IS EBE M - LR OTTRRIVIRARSES
TEAEESRENKEERNOEN - TSREEER
Mg - A KERETSREFEONFTELLE 1R
RTHENEHEL - HBBESLTEEE20145F
BEIRT X B R B R R BRI MM G R
MBEZE -

RERK - REIBRAFHEREHEBERERE 2R -
BRIEABE B AEBIERE - Bt R2013F11 4
BHRNPHRET NEPRZEGE=-R2BERL

REMITERDLR | 2013FH® | 19

THRINSEEEAERSESE (&)

RET & FREBRNNEER ERZEEREER
VYEARERSRENEMTE - Bt LlitEE
I+ SRR BRI 2014 FH B 2L -

BEEEBLBENEESKBEMR - BRTELES
KekZE - FEE 2014 FEH AR 10% » AT > 518
RESXIRG) - EMEERRERE  KHHO@TT
MIEAFE - Z—HH  HEFRBREM - 2014
FRBEBLEERT.6%  BIRER2.8%  DIEATZEH]
HELA -

BRI - 2014 F B BRE BB ETANA35% @ F
HBRERA3.7% °

R2013F 12 8318 RERTEBNEFERLE
SEBBERE201N2FRER142%  BFREEER
0.2%  BEFIFHIMNEIMA.4% °

TEREEBT

AITR2013 FHCEERLEZFERALGER
13.2% @ HEFER B W AE 2012 F N 75.3% ° B
RATRATERTFER X HEME R IRBE @A) R BSER
B RIEE AW ASFEEILEIMN31.3% -

& BEARIRI

\\\?\(\\u\unlim,',,. \ B

Q €“ _____

MIC AND
1 OUTLOOK

Academics and experts in the financial and property sectors shared their views with more than 650 corporate and
personal customers of the Bank at BEA's Economic and Market Outlook Seminar in January 2013.
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Cross-border business remained a key driver of income
growth. In 2013, BEA created a dedicated department
to focus on the development of cross-border business,
and on the regions and industries with the greatest
potential nationwide. This further enhanced collaboration
with The Bank of East Asia (China) Limited, the Bank’s
wholly-owned subsidiary on the Mainland, and helped
drive growth in the trade bills portfolio. As a result of
these efforts, and underpinned by rising external trade,
the Going Out policy, and the cost benefit of financing
in Hong Kong, the Bank was well-positioned to take
advantage of strong demand from Chinese corporations.

BEA remained active in lending to Hong Kong
customers, despite a subdued domestic borrowing
environment. The Bank saw steady demand from
local property developers and also focused on co-
arranging club deal facilities for blue-chips and mid-cap
companies, which generally commanded better pricing
than traditional syndicated loans.

Wealth Management

In 2013, BEA's private banking business achieved solid
growth in total operating income through a 60.9%
increase in net interest income and a 25.5% rise in net
fee and commission income. Meanwhile, assets under
management notched up growth of 14.7%, even in the
face of a general deleveraging among clients.

Hong Kong is increasingly the investment destination
of choice for wealthy Mainland Chinese. Mainland
customers account for 30% of the Bank’s private banking

client base, and this figure is expected to keep rising
given China’s gradual economic opening and the ongoing
internationalisation of the Renminbi. The Bank increased
its sales capabilities in 2013 by recruiting staff to focus
on both the Mainland and Taiwanese markets, and will
continue to explore new avenues to leverage its extensive
network on the Mainland to drive business.

In terms of products, 2013 saw strong unit trust sales,
indicating an increased appetite for this asset class among
retail investors, which bodes well for fee and commission
income. At the same time, the Bank enhanced its foreign
exchange capabilities and achieved good growth in sales
of related products. Looking forward, the Bank will keep
designing product offerings to match market demand,
and will launch more RMB products in Hong Kong as
opportunities arise.

BEA's private trust business also had a decent year,
recording growth of 10.8% in the number of clients and
13.9% in assets under management.

Retail Banking

During 2013, BEA's personal banking operations
generated a 23.7% increase in net fee and commission
income while growing current and savings account
balances. Growth in consumer loans, property loans
and credit card advances was strong. Meanwhile, BEA
maintained an overall fifth place ranking in new mortgage
loan registrations in 2013, improving its share to 8.3% in
the final quarter versus 4.0% over the first nine months
of the year.

BEA saw strong growth in unit trust sales in 2013, indicating an increased appetite for this asset class among retail investors.
REBRITEMEEESIHER 2013 FRAAY - BREEREEHZEERRNIRE BN -



BREBDIESRARENEIRE N - 2013 5
AT —EHE AP  BIRHRERER  LEE
BN EENMME RITE o SEE B TR
TEAMEEMB AR —RRRT (FE) BRAF
MEME BFHESIFRASHIER - RENTE
HINEGHBER PRCEIELE I BEEEE
M E AN - NTEBHET LAlHEE - BUARD
EEFBREENEIIFR -

BEMMEERFEL AR - ATNEEREBLE

BERRHER - AR REAMMERRENERFTR
RIFIRIE © ULSh - ANTTIREIRES R H A SR 1T A AT [

SR PR o LB R RIOE 5 — R
EROBEEH -
HEEE

20134 @ IEFFIBURAIE K 60.9% KRS E K A€
WAFREH K 255% BT RITRABRITEBSD
KB ABRESERYFAR -  BHFER  RERF
TRBAERER  ANTEEMNEENIRE14.7%
FEE o

BRE—TRRAAMEMATHREEEN - AT

PEATRARITEPEPLIE30% - MEEEFEZE

REWRITEMRAT | 2013F 58k | 21

THRINSEEEAERSESE (&)

HHITEOBERN - I EARBEBRBBRL - EHEH
LUE T o AITR 2013 F M ETHE N &
BEMISENAL  SQEGENFUER - NTHe#
BEGT ABEAN A ITAL  HBEBER -

EmimE BUEAESHEN2013FRARY
BREEREFHZEERNNRERNKIEM - &
FARITIRG & R MU AE N - EERIEF - ARITIR
RATHEERERE TG SHBREERNH
EBFTARENER - RERK  KITHESR
DRFANAETHEBERNER  LRARESTEHLE
ZANRBER -

FR - RNTWFLAGEER NIRRT - BEREE
510.8% WiEK @ FRAEEEEER13.9%
EEHRT

R20134F » AT ASRITERAREE LA WAF
REIENN23.7% @ RIRFEREREFE MGERS &S ERE
BE - -AAEXK  BREEFRMEAREFERARS) -
N EFERBERER M » ANITE2013FX
BAZREBERN  FNFTENFELRBHELAE
RAZE83%  MINFAHIEARAE40% °

BEA unveiled its i-Pay contactless mobile payment service for credit card customers in November 2013.
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The Bank’s focus remains on expanding its affluent
customer base, particularly through the SupremeGold
service, which is a significant contributor to the
Bank’s deposit base and profitability. The number of
SupremeGold accounts increased by 21.3% during the
year, and the Bank aims to further strengthen its position
in the market by enhancing the SupremeGold brand and
value proposition in 2014.

As part of the drive to further extend its appeal among
the affluent, the Bank will aim to increase its presence in
prime areas and roll out a new retail branch model. This
model, which was first introduced at ifc mall in January
2014, uses the latest technology to provide innovative
banking services and greater convenience to customers.

BEA's online presence also continues to expand, and in
2013 the Bank’s two Facebook pages increased fans to
over 100,000 while attaining one of the highest social
network engagement rates among local banks. BEA
uses e-marketing as a cost effective channel to promote
loans, credit cards and insurance, and in 2013 successfully
employed a new strategy of micro-targeting Facebook
advertisements to grow credit card applications. Going
forward, BEA will continue to apply technology to
strengthen its relationships with customers, expand its
services and stay at the forefront of modern banking.

Insurance and MPF Services

BEA's insurance business is an important contributor
to the Bank’s non-interest income, and the business
recorded yet another year of steady gains in 2013. The
Bank’s wholly-owned life insurance arm, BEA Life Limited,
increased new premium income by 13.7%. Its wholly-
owned general insurance arm, Blue Cross (Asia-Pacific)
Insurance Limited, grew total premium income by 11.0%,
primarily driven by medical insurance income, which rose
by 11.7%.

Premium income earned through Blue Cross’ e-platform
increased by 24.5% during the year, illustrating a
migration to electronic channels that is expected to
continue. Blue Cross actively designs products in response
to the changing requirements of society, and will expand
its range of healthcare plans to meet the needs of Hong
Kong’'s ageing population, society’s growing focus on
health and well-being, and government healthcare
reform measures.

The Bank’s MPF business continued to perform well
in 2013, with total membership of BEA MPF schemes
exceeding 570,000, and assets under management rising
12.3% to HK$17.2 billion. Meanwhile, the competitive
position of the Bank’s Master Trust schemes was
enhanced through a reduction in fees. BEA's Industry
Scheme maintained its leadership with a 66.7% market
share, growing members by 7.7% and assets under
management by 16.7%.

BEA introduced its first digital branch at
ifc mall in January 2014.
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In 2013, BEA attained one of the highest social network engagement
rates among local banks.
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BEA Trustees organised an MPF investment seminar in December 2013 to
promote its MPF services.
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Going forward, the Bank will make continuous efforts to
capture new business and consolidate its leading position
in the Industry Scheme, and will strive to strengthen
inflows to MPF schemes by way of special voluntary
contributions through the promotion of retirement
planning among customers.

Broking Operations

Despite periods of volatility, the world’s major stock
markets generally trended upwards in 2013, buoyed by
continued quantitative easing by central banks. However,
markets did experience a setback in the second quarter
on news that the US Federal Reserve might retreat from
its bond purchase programme earlier than expected.

BEA's broking operations staged a strong recovery in
2013 as activity in the local market picked up on better
sentiment. Revenue grew strongly, particularly from
stockbroking activity, on higher average daily turnover
on the Stock Exchange. Renewed interest in initial public
offerings also lifted interest income from stagging loans
as well as margin loans. Meanwhile, BEA's newly launched
bullion operation performed in line with expectations and
enabled the Bank to successfully build a solid customer
base during the year. Prudent measures to control costs
coupled with decent revenue growth lifted pre-tax profit
by more than 140%.

The outlook for 2014 is cautiously optimistic, although
volatility is expected depending on the timing and degree
of any tapering of the quantitative easing policy in
the US. The Bank’s broking operations will continue to
capitalise on the marketing campaigns that it launched in
2013 to enlarge its customer base, and it will also focus
on enhancing its product offering via different channels
to increase market share.

Tung Shing (Brokers}f
=] e

Business — Greater China ex-Hong Kong

Mainland China Operations

In 2013, China’s GDP growth rate and CPI stood at 7.7%
and 2.6%, respectively, the same levels as in 2012.

The People’s Bank of China maintained a prudent
monetary policy throughout the year and actively
promoted the allocation of financial resources to better
support the real economy, especially lending to micro and
small enterprises.

In January 2013, PBOC raised the capital requirements
for commercial banks operating on the Mainland. PBOC
also took further steps toward interest rate liberalisation,
removing controls on lending interest rates in July 2013
and launching the Loan Prime Rate Centralised Quote and
Publish Mechanism in October 2013. These measures had
the effect of further narrowing the net interest margin
("NIM") of banks operating in Mainland China.

Despite these market and regulatory challenges, BEA
China improved its NIM during the year by strictly
implementing strategies aimed at optimising its asset/
liability mix. Furthermore, BEA China posted a 12.7% rise
in total loans during the year, taking the total outstanding
to HK$144.2 billion. Total deposits rose by 10.3% when
compared with 2012, to HK$211.8 billion. Net profit
improved by 15.6%, to HK$1,887.9 million.

Tung Shing Bullion (Brokers) Limited opened
its Wanchai Branch in February 2013.
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BEA China opened its Shenzhen Qianhai Sub-branch in July 2013, becoming the first foreign bank on the Mainland to
open a new outlet to serve clients in the Qianhai Shenzhen-Hong Kong Modern Service Industry Cooperation Zone.
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Slowing growth, over-capacity, and excessive borrowing
by some industries on the Mainland put pressure on
the country’s banking sector to control credit risk in
2013. Weathering these unfavourable conditions, BEA
China’s asset quality remained at an acceptable level. The
impaired loan ratio rose to 0.49% at the end of 2013,
compared with 0.27% at the end of 2012.

In early 2013, BEA China created a new team to promote
supply chain financing business. This addition to BEA
China’s product range enabled it to expand its customer
reach and command higher interest margins. BEA China
will continue to promote supply chain financing in
2014, extending the coverage to more industries. At the
same time, BEA China will further develop its offering,
to provide integrated cross-border financial services for
both trade and non-trade transactions so as to meet
clients’ growing needs in overseas acquisitions and
business expansion.

BEA China also focused on enhancing the profitability
of its retail banking business in 2013. By broadening its
product range, expanding its retail customer base, and
increasing the productivity of its frontline sales staff, BEA
China recorded a rise of 53.0% in fee income from retail
business in 2013 compared to the previous year.

The Outlet Repositioning Programme proceeded as
planned during the year, driving higher profitability of the
branch network. BEA China will continue to reallocate
its branch resources and refine its services based on the
location and customer profile of each outlet, in order to
optimise the business potential of its branch network.

BEARTRT
HEWRAT (HE)

R

During the period under review, BEA China stepped up
efforts to develop high-yield retail loans such as micro-
financing loans, auto loans, and credit card instalment
loans. As at the end of 2013, retail loans accounted
for 22.6% of BEA China’s total loan portfolio, up from
20.6% in 2012.

In May 2013, the State Administration of Foreign
Exchange granted BEA China the right to conduct RMB
and foreign currency swap business for clients, further
broadening the range of treasury products offered.
Efforts by BEA China to diversify its product range and
strengthen its marketing programmes resulted in an
increase in the number of corporate customers engaging
in treasury transactions.

In June 2013, BEA China became one of the first locally-
incorporated foreign banks to be granted a local fund
distribution licence. This licence will enable BEA China to
offer a greater range of wealth management products
to its clients. BEA China also launched a number of new
products and services during the year, including integrated
circuit cards and Supreme Account services.

BEA China opened two new branches in 2013, in Jinan
and Wuxi, and 11 new sub-branches including six “cross-
location” sub-branches in Guangdong Province. As at
31st December, 2013, BEA China operated 27 branches
and 98 sub-branches in major urban centres nationwide.

In addition to the BEA China network, BEA operates a
representative office in Fuzhou, and a rural bank in Fuping
County, Shaanxi Province. With 128 outlets in 42 cities,
BEA and BEA China together operate one of the most
extensive networks of any foreign bank on the Mainland.

In January, 2013, BEA China entered into strategic co-operation agreements with five Chinese enterprises to

further expand its supply chain financing business.
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BEA China opened a new branch in Jinan, Shandong Province in May 2013.
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Macau and Taiwan Operations

BEA operates a branch and 4 sub-branches in Macau.
During the year under review, BEA Macau’s retail
deposits grew by 15.5%, year on year. In addition,
BEA Macau successfully increased its penetration into
the local enterprise market, thereby diversifying its
customer portfolio.

BEA Macau registered a 122.7% rise in net profit for
2013, recording its strongest performance since the
unit was established in 2001. The exceptional rise in
profit was largely due to an increase in the sale of cross-
border banking products, which allowed BEA Macau to
command higher yields.

In Taiwan, BEA operates two branches, one each in
Taipei and Kaohsiung, as well as an Offshore Banking
Unit through which it provides a wide range of foreign
currency services to offshore clients. In February 2013,
Taiwan Branches’ Domestic Banking Unit launched
RMB services to serve the RMB financing needs of local
companies in Taiwan. Going forward, the services will
facilitate cross-strait business cooperation with BEA China.
The Taiwan Branches also increased their participation in
syndicated loans for non-Taiwanese corporations.

Healthy revenue coupled with strict cost control resulted
in a 12.6 percentage point drop in the Taiwan Branches’
cost-to-income ratio, from 49.4% in 2012 to 36.8% in
2013. Net profit for 2013 rose by 94.0%, which is the
highest increase recorded since the establishment of BEA's
operations in Taiwan in 1997.

Business — International

BEA's international operations recorded another solid year
in 2013.

Driven by growth in cross-border loans arranged in
collaboration with BEA China and the extension of its
syndicated loan business to all of Southeast Asia, BEA's
Singapore Branch registered a strong 43% rise in loan
assets during 2013.

Looking ahead, Singapore Branch will continue to
leverage its strong presence in Southeast Asia and
BEA's extensive network in China to capture new
business opportunities arising from robust trade and
investment flows between China and member states of
the Association of Southeast Asian Nations (“ASEAN").
In addition, the Branch will step up efforts to provide
financing to well-established SMEs in Singapore, and
syndicated loans to top-tier ASEAN corporations.

The Bank’s operations in the United Kingdom also
registered strong growth in loan assets and profit in 2013.
This was largely due to robust demand from investors
in Hong Kong and other Asian markets for residential
and commercial properties in the UK, particularly in
prime London locations. In May 2013, the Bank opened
its Manchester Branch to better serve customers in
northwestern England. The Bank now has a strategic
foothold in the 3 largest cities in the UK, namely London,
Birmingham, and Manchester.

Against the backdrop of a recovering economy, BEA's
operations in the US achieved healthy growth in loan
assets and profit during the year, due in large part to
ample liquidity and the low cost of funding in the market.
BEA's US asset quality further improved as compared to
the end of 2012.

In August 2013, BEA launched
mobile banking in Macau.
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Councillor Naeem ul Hassan, JP, The Lord Mayor of Manchester joined
| Dr. David K.P. Li and other representatives of the Bank in celebrating
the opening of BEA's Manchester Branch in October 2013.
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Manchester Branch
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BEA extended its reach to northwestern England with the opening of its Manchester Branch in October 2013.
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In an effort to strengthen its profile in the US wholesale
banking market, BEA relocated its New York Branch
from Manhattan’s Chinatown to a more prominent and
accessible location in Midtown in May 2013. Going
forward, the Bank will continue its strategy to pursue
wholesale and corporate banking business, and expand
its corporate and syndicated lending portfolio in the US.

Other Subsidiaries
Credit Gain Finance Company Limited

In the face of intense competition in Hong Kong'’s sub-
prime loan market, Credit Gain Finance Company Limited
nonetheless achieved double-digit year-on-year growth
in its loan portfolio in 2013. The Company’s success can
largely be attributed to its flexible business strategies,
diversified sales and marketing channels, and the quality
of its customer service. Looking ahead, Credit Gain will
continue to enhance the value of its services and build its
brand in the local personal loan market. Looking beyond
the mature Hong Kong market, the Company aims to
capitalise on the great potential of the Mainland market
by establishing a presence in major cities nationwide.
Credit Gain took its first step in 2013 by opening two
offices in Shenzhen and plans to extend its coverage to
Chongging in 2014.

(¢ N, JENCREDIT GAIN FINANCE COMPANY LIMITED

Tricor Holdings Limited

For a fourth consecutive year, Tricor Holdings Limited
reported record-high revenue, which totalled HK$1,074
million. During the year, there was strong demand for
Tricor's company secretarial and compliance services from
corporate entities, particularly listed issuers. In addition,
Tricor's investor services practice secured the share
registration work of 45% of all newly listed companies in
Hong Kong. However, an increase in staff and operating
costs together with one-off expenses incurred in
relocating the Hong Kong office put pressure on Tricor's
profit margin during the year under review.

Tricor took the opportunity of the relocation of its Hong
Kong offices to Hopewell Centre in September 2013
to upgrade office facilities and consolidate various
operating units under one roof. The new office premises
also provide Tricor Hong Kong with room for future
expansion. During the year, Tricor acquired a 30%
interest in International Outsourcing Inc., a reputable,
well established professional services firm in Korea, to
further enhance the Company's servicing capabilities in
Asia. With the addition of the Korean office, Tricor now
operates a network covering 29 cities in 16 economies
throughout Asia and other parts of the world.

ik A SR K
CREDIT GAIN
\LEVYS FE €1 VL)

To capitalise on the great potential of the Mainland market, Credit Gain opened two offices in Shenzhen in 2013.
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To enhance its servicing capabilities in Asia, Tricor acquired a 30% interest in International Outsourcing Inc.
of Korea in September 2013.
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BEA Union Investment Management Limited

BEA Union Investment Management Limited registered
8% growth in assets under management in 2013. This
growth was mainly due to the Company’s success in both
the retail and institutional business.

Looking ahead to 2014, BEA Union Investment will
explore distribution opportunities in China via the Hong
Kong/China “mutual fund recognition” platform, which
allows authorised Hong Kong and Mainland funds to be
sold directly in both markets.

Our People
As of 31st December, 2013, the BEA Group employed
12,698 people:

As at 31st As at 31st
December, 2013 December, 2012

Hong Kong 5,757 5,692
Greater China ex-Hong Kong 5,773 5,608
Overseas 1,168 1,141
Total 12,698 12,441

The Bank organised an experiential training course for its
Management Trainees in April 2013.

RIERITN2013F4 A AR BERA S BHERE -

Competition for talent remained intense in Hong Kong’s
employment market throughout 2013. To attract and
retain high calibre manpower, the Bank focused on
providing attractive remuneration and benefits packages,
as well as opportunities for career advancement and
a healthy, positive working environment. The Bank
offers 2 trainee programmes for new graduates,
the Management Trainee Programme and the Retail
Management Trainee Programme. To ensure quality
operations support, BEA also established a new
Operations Trainee Programme in 2013 to groom future
leaders of the Bank’s back-end operations.

In April 2013, the Bank launched a new Human Capital
Management System, “myHR"”, to enhance efficiency
in the workplace. myHR is an integrated platform that
allows staff members to view and manage their personal
information securely online. The Bank also continued
to offer staff members a wide range of training courses
to support their ongoing professional development.
In addition to regular in-house programmes, the Bank
collaborated with university professors and external
training consultants to design and organise customised
training courses during the year.

Launched in April 2013, BEA's “myHR" allows
staff members to view and manage their
personal information securely online.
MR2013F 4 AHEHA [myHR] - EETHEMLE
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To ensure quality operations support, BEA established a new Operations Trainee Programme in 2013 to groom

future leaders of the Bank’s back-end operations.
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Risk Management

The Group has established comprehensive risk
management procedures in line with the requirements set
out by the HKMA to identify, measure, monitor, control,
and report on the various types of risk that the Group
faces, including credit risk, interest rate risk, market risk,
liquidity risk and operational risk, and, where appropriate,
to allocate capital to cover those risks.

To further enhance the Group’s risk management
framework, and in line with the best practices
encouraged by the HKMA, the Group established
the Risk Committee in 2013. The Risk Committee
comprises the Group’s Chairman & Chief Executive, two
Independent Non-executive Directors, and two Non-
executive Directors. One of the major responsibilities of
the Risk Committee is to manage risks associated with
strategic issues of the Group. The Risk Committee is also
responsible for the regular review of the Group’s risk
appetite statement before its submission to the Board
of Directors for final review and approval. The related
risk levels, where appropriate, are laid down in the risk
management policies.

The risk management mechanisms are built around a
centralised framework and include the Risk Committee,
Crisis Management Committee, Risk Management
Committee, specialised risk management committees —
namely, Credit Committee, Asset and Liability
Management Committee and Operational Risk
Management Committee — and the Risk Management

Division. These mechanisms capture the different risk-
related management activities on a Group basis, including
the formulation of policies, risk assessment, setting up of
procedures and control limits, and ongoing monitoring
before the same are reported to the Board of Directors.
The mechanisms ensure compliance with the Group’s
policies, and legal and regulatory requirements in Hong
Kong, China, and overseas. They are supplemented
by active management involvement, effective internal
controls, and comprehensive audits.

Certificates of Deposit and Debt Securities
Issued and Loan Capital

In 2013, BEA issued floating rate certificates of deposit
and debt securities with a face value of HK$1,108 million
and US$563 million; fixed rate certificates of deposit and
debt securities with a face value of HK$2,555 million,
US$921 million, CNY7,702 million, GBP1,463 million, and
SGD103 million; and zero coupon certificates of deposit
and debt securities with a face value of HK$7,203 million,
US$2,331 million, CNY910 million, GBP50 million, EUR32
million, CHF115 million, JPY5,000 million, and SGD27
million. The Group redeemed a quantity of certificates
of deposit and debt securities amounting to HK$60,735
million equivalent upon maturity.

At the end of December 2013, the face value of the
outstanding certificates of deposit and debt securities
issued was equivalent to HK$47,713 million, with a
carrying amount equivalent to HK$47,657 million.
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Maturity Profile of Certificates of Deposit and Debt Securities Issued
As at 31st December, 2013
(All expressed in millions of dollars)

Total Year of Maturity
Face Value 2014 2015 2016 2017
Floating Rate
HKD 1,573 268 385 920
usb 810 689 11 10
Fixed Rate (Note)
HKD 4,203 1,260 1,019 1,790 134
usb 625 605 20
CNY 7,936 5,906 2,030
GBP 223 223
SGD 68 68
Zero Coupon
HKD 3,886 3,886
usD 1,375 1,325 50
CNY 1,025 770 255
EUR 32 32
CHF 115 115
SGD 27 27
Total Certificates of Deposit and Debt Securities
issued in HKD equivalent 47,713 39,059 5,251 2,942 461

Note:

Associated interest rate swaps have been entered for managing interest rate risk along with long-term Certificates of Deposit and debt securities if
deemed necessary

At the end of December 2013, the face value of the outstanding loan capital issued was equivalent to HK$13,433 million,
with a carrying amount equivalent to HK$13,632 million.

Maturity Profile of Loan Capital
As at 31st December, 2013
(All expressed in millions of dollars)

Total Year of Maturity
Face Value 2020 2022
UsD (Note 1) 1,100 600 500
SGD (Note 2) 800 800
Total Loan Capital issued In HKD equivalent 13,433 4,652 8,781

Notes:
1. The US$500 million loan capital that matures in 2022 will be callable on 4th May, 2017.

2. Callable on 13th September, 2017

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 18th February, 2014
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DIRECTORS

Dr. the Hon. Sir David LI Kwok-po

GBM, GBS, OBE, MA Cantab. (Economics & Law), Hon. LLD (Cantab),
Hon. DSc. (Imperial), Hon. LLD (Warwick), Hon. DBA (Edinburgh
Napier), Hon. D.Hum.Litt. (Trinity, USA), Hon. LLD (Hong Kong),
Hon. DSocSc (Lingnan), Hon. DLitt (Macquarie), Hon. DSocSc
(CUHK), FCA, FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP FCIArb,
JP Officier de I'Ordre de la Couronne, Grand Officer of the Order of
the Star of Italian Solidarity, The Order of the Rising Sun, Gold Rays
with Neck Ribbon, Commandeur dans I'Ordre National de la Légion
d'Honneur

Chairman & Chief Executive, Chairman of the Nomination
Committee and the Risk Committee

Sir David, aged 74, joined the Bank in 1969. He was appointed a
Director in 1977, Chief Executive in 1981, Deputy Chairman in 1995
and Chairman in 1997. Sir David is the Chairman or a Director of
various members of the Bank Group, and he is also the Chairman
or a Member of various committees appointed by the Board.

Sir David is a Member of the Council of the Treasury Markets
Association. He is the Pro-Chancellor of the University of Hong
Kong, an Advisory Committee Member of the Chinese University
of Hong Kong S.H. Ho College, an Honorary Fellow of the School
of Accountancy, Central University of Finance and Economics and
a Companion of the Chartered Management Institute. He was a
Member of the Legislative Council of Hong Kong from 1985 to 2012.

Sir David is the Chairman of The Chinese Banks’ Association, Limited.
He is the Honorary Chairman of The Chamber of Hong Kong Listed
Companies. Sir David is Vice President of the Council of the Hong
Kong Institute of Bankers, Chairman of the Saint Joseph's College
Foundation Limited and a Member of the International Advisory
Council of the Cambridge Commonwealth Trust and Cambridge
Overseas Trust. He is also an Emeritus Trustee of the Cambridge
Foundation and a Trustee Emeritus of the Institute for Advanced
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LLD (Hong Kong), Hon. DSocSc (Lingnan), Hon.
DLitt (Macquarie), Hon. DSocSc (CUHK), FCA,
FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP
FClArb, JP Officier de I’Ordre de la Couronne,
Grand Officer of the Order of the Star of Italian
Solidarity, The Order of the Rising Sun, Gold
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Study in Princeton. Sir David is Chairman of the Advisory Board of
The Salvation Army, Hong Kong and Macau Command, Chairman
of the Executive Committee of St. James’ Settlement and he also
serves on the Hong Kong Red Cross Advisory Board. He is a Council
Member of the Employers’ Federation of Hong Kong, a Director of
the David Li Kwok-po Charitable Foundation Limited, a Founder
Member and an Executive Committee Member of the Heung Yee
Kuk Foundation Limited, Chairman of The Légion d'Honneur Club
Hong Kong Chapter Association Limited and Chairman of the
Executive Committee of The Marco Polo Society Limited.

Sir David is a Director of CaixaBank, S.A.N° (listed in Spain), an
Independent Non-executive Director of Guangdong Investment
Limited, The Hong Kong and China Gas Company Limited, The
Hongkong and Shanghai Hotels, Limited, PCCW Limited, San
Miguel Brewery Hong Kong Limited, SCMP Group Limited and
Vitasoy International Holdings Limited. He is also a Director
of Hong Kong Interbank Clearing Limited and The Hong Kong
Mortgage Corporation Limited. He was a Non-independent
Non-executive Director of AFFIN Holdings Berhad (listed in Malaysia),
an Independent Non-executive Director of China Overseas Land &
Investment Limited and COSCO Pacific Limited.

Sir David is a Member of the Board of Trustees of the Asia Society
International Council, a Member of the Asia Business Council,
a Member of the Munich Re Greater China Advisory Board, and
Chairman Emeritus of the Asian Youth Orchestra Board. He serves
on the advisory boards of Federal Reserve Bank of New York's
International Advisory Committee and Hospital for Special Surgery.
Sir David is the Chairman of the INSEAD East Asia Council, the
Non-executive Chairman for Edelman Asia-Pacific and a Senior
Adviser of Metrobank.

Sir David is the brother of Professor Arthur LI Kwok-cheung, the
nephew of Mr. Eric LI Fook-chuen, the cousin of Mr. Aubrey LI
Kwok-sing and Mr. Stephen Charles LI Kwok-sze, and the father of
Mr. Adrian David LI Man-kiu and Mr. Brian David LI Man-bun.
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Professor Arthur LI Kwok-cheung

GBS, MA, MD, M.B.B.Chir (Cantab), DSc (Hon), DLitt (Hon), Hon
DSc (Med), LLD (Hon), Hon Doc (Soka), FRCS (Eng & Edin), FRACS,
Hon FACS, Hon FRCS (Glasg & 1), Hon FRSM, Hon FPCS, Hon FCSHK,
Hon FRCP (Lond), JP

Deputy Chairman, Non-executive Director

Professor Li, aged 68, was a Director of the Bank (1995-2002) and
was re-appointed a Director in 2008 and was appointed a Deputy
Chairman in 20009.

Professor Li is a Member of the Executive Council of the Hong Kong
Special Administrative Region (he was also a Member during 2002
to June 2007). He is also a Member of the National Committee of
the Chinese People’s Political Consultative Conference.

Professor Li is an Independent Non-executive Director of Shangri-La
Asia Limited and Nature Flooring Holding Company Limited
(formerly known as China Flooring Holding Company Limited), a
Non-Independent Non-executive Director of AFFIN Holdings Berhad
(listed in Malaysia) and a Non-executive Director of BioDiem Ltd.
(delisted from Australian Securities Exchange in November 2013).
He was an Independent Non-executive Director of The Wharf
(Holdings) Limited.

Professor Li was the Secretary for Education and Manpower of
the Government of HKSAR (2002-June 2007). Before these
appointments, he was the Vice Chancellor of the Chinese University
of Hong Kong (1996-2002) and was the Chairman of Department
of Surgery and the Dean of Faculty of Medicine of the Chinese
University of Hong Kong.

Professor Li had held many important positions in various social
service organisations, medical associations, and educational bodies,
including the Education Commission, Committee on Science and
Technology, the Hospital Authority, the Hong Kong Medical Council,
the University Grants Committee, the College of Surgeons of Hong
Kong, and the United Christian Medical Services Board. He was a
Member of the Board of Directors of the Hong Kong Science and
Technology Parks Corporation and the Hong Kong Applied Science
and Technology Research Institute, and Vice President of the
Association of University Presidents of China. He was a Hong Kong
Affairs Adviser to China.

Professor Li is the brother of Dr. the Hon. Sir David LI Kwok-po,
the nephew of Mr. Eric LI Fook-chuen, the cousin of Mr. Aubrey LI
Kwok-sing and Mr. Stephen Charles LI Kwok-sze, and the uncle of
Mr. Adrian David LI Man-kiu and Mr. Brian David LI Man-bun.
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Dr. Allan WONG Chi-yun

GBS, MBE, BSc, MSEE, Hon. DTech, JP

Deputy Chairman, Independent Non-executive Director, Chairman
of the Remuneration Committee, Member of the Audit Committee
and the Nomination Committee

Dr. Wong, aged 63, was appointed a Director in 1995 and a Deputy
Chairman in 2009. He is the Chairman and Group Chief Executive
Officer of VTech Holdings Limited. Dr. Wong is an Independent
Non-executive Director of China-Hongkong Photo Products
Holdings Ltd. and Li & Fung Ltd.

Dr. Wong holds a Bachelor of Science degree in electrical
engineering from the University of Hong Kong, a Master of Science
degree in electrical and computer engineering from the University
of Wisconsin and an honorary degree of Doctor of Technology from
the Hong Kong Polytechnic University.

Dr. Wong is the nephew of Mr. WONG Chung-hin.
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Mr. WONG Chung-hin

CBE, JP
Independent Non-executive Director and Member of the Audit
Committee

Mr. Wong, aged 80, is a solicitor. He was appointed a Director in
1977. Mr. Wong is the Consultant of PC. Woo & Co. He is also
an Independent Non-executive Director of Power Assets Holdings
Limited and Hutchison Whampoa Limited.

Mr. Wong is the uncle of Dr. Allan WONG Chi-yun.
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Mr. Aubrey LI Kwok-sing

ScB, MBA
Non-executive Director, Member of the Nomination Committee, the
Remuneration Committee and the Risk Committee

Mr. Li, aged 64, was appointed a Director in 1995. He is Chairman
of MCL Partners Limited, a Hong Kong based financial advisory and
investment firm. Mr. Li possesses extensive experience in the fields
of investment banking, merchant banking and capital markets. He
is also an Independent Non-executive Director of Cafe de Coral
Holdings Limited, China Everbright International Limited, Kunlun
Energy Company Limited, Kowloon Development Co. Ltd, Pokfulam
Development Company Limited, Tai Ping Carpets International
Limited and a Director of AFFIN Bank Berhad.

Mr. Li has an ScB in Civil Engineering from Brown University and a
Master of Business Administration from Columbia University.

Mr. Li is the nephew of Mr. Eric LI Fook-chuen, the cousin of
Dr. the Hon. Sir David LI Kwok-po, Professor Arthur LI Kwok-cheung
and Mr. Stephen Charles LI Kwok-sze, and the uncle of Mr. Adrian
David LI Man-kiu and Mr. Brian David LI Man-bun.
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Mr. Winston LO Yau-lai

SBS, BSc, MSc

Independent Non-executive Director, Chairman of the Audit
Committee, Member of the Nomination Committee, the
Remuneration Committee and the Risk Committee

Mr. Lo, aged 72, was appointed a Director in 2000. He is the
Executive Chairman of Vitasoy International Holdings Limited.

Mr. Lo graduated from the University of lllinois with a Bachelor of
Science degree in Food Science and gained his Master of Science
degree in Food Science from Cornell University.

Mr. Lo is a Director of Ping Ping Investment Company Ltd.

Mr. Lo is a Life Member of the Cornell University Council.

BERERE

SBS, BSc, MSc

BUHNTEE FRZRELE 1EH
B #HWZEERERZEEXAR

B

oL BHFT28 0 2000 FEZERA
TEF - MEEGLDHBEREEBRQRNT
ESE

RAETEZNFNHEAR  BRYMEEE
B2 WERIIRAASEXRYEIERE
SR8 -

BEERTPFEXBARRAES -
RELRBIIBASBNERRGEE -

Tan Sri Dr. KHOO Kay-peng

PSM, DPMJ, KMN, JB Hon. DLitt, Hon. LLD, Hon. Ph.D
Independent Non-executive Director

Tan Sri Dr. Khoo, aged 75, was appointed a Director in 2001.
Dr. Khoo is the Chairman and Chief Executive of The MUI Group,
a Malaysia-based corporation with diversified business operations
in the Asia Pacific, the United States of America (“USA") and the
United Kingdom (“UK"). He is the Chairman and Chief Executive of
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Malayan United Industries Berhad and MUI Properties Berhad (both
listed in Malaysia). Dr. Khoo is also the Chairman of Laura Ashley
Holdings plc (listed in London) and Corus Hotels Limited in UK and
Pan Malaysian Industries Berhad (listed in Malaysia). He is also a
Non-executive Director of SCMP Group Limited.

Dr. Khoo is a Trustee of Regent University, Virginia, USA, and a
Board Member of Northwest University, Seattle, USA. He also
serves as a Council Member of the Malaysian-British Business
Council, the Malaysia-China Business Council and the Asia Business
Council. Previously, Dr. Khoo had served as the Chairman of the
Malaysia Tourist Development Corporation (a Government Agency),
the Vice Chairman of Malayan Banking Berhad (Maybank) and a
Trustee of the National Welfare Foundation, Malaysia.
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Dr. Thomas KWOK Ping-kwong

SBS, MSc (Bus Adm), BSc (Eng), Hon DBA, Hon DEng, FCPA (Aust.), JP
Independent Non-executive Director, Member of the Nomination
Committee and the Remuneration Committee

Dr. Kwok, aged 62, was appointed a Director in 2001. Dr. Kwok
is Chairman and Managing Director of Sun Hung Kai Properties
Limited, Chairman of Route 3 (CPS) Company Limited and Joint
Chairman of IFC Development Limited. He was a Non-executive
Director of SUNeVision Holdings Ltd. Dr. 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. He also
holds an Honorary Doctorate in Engineering from The Hong Kong
Polytechnic University and an Honorary Doctorate in Business
Administration from The Open University of Hong Kong. He is
a Fellow of The Hong Kong Management Association and also a
Fellow of The Australia Certified Public Accountants.
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Dr. Kwok is the Chairman of the Board of Directors of the Faculty
of Business and Economics, The University of Hong Kong. He is
also an Executive Vice President and a Member of the Executive
Committee of The Real Estate Developers Association of Hong
Kong. In July 2007, the Government of the Hong Kong Special
Administrative Region awarded Dr. Kwok the Silver Bauhinia Star
for his distinguished community service. He is an Honorary Citizen
of Guangzhou and a Standing Committee Member of the Chinese
People’s Political Consultative Conference Shanghai Committee.

In the past, Dr. Kwok served as a government appointed Member
of the Commission on Strategic Development, a Member of the
Exchange Fund Advisory Committee, the Construction Industry
Council, the Council for Sustainable Development, Business
Facilitation Advisory Committee and as a Non-official Member of the
Provisional Minimum Wage Commission. He also previously served
as a Board Member of the Community Chest of Hong Kong and as
a Council Member of the Hong Kong Construction Association.
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Mr. Richard LI Tzar-kai
Non-executive Director

Mr. Li, aged 47, was appointed a Director in 2001. Mr. Li is an
Executive Director and the Chairman of PCCW Limited, one of
Asia's leading companies in Information and Communications
Technologies (ICT). He is also the Executive Chairman and an
Executive Director of HKT Limited and HKT Management Limited,
the trustee-manager of the HKT Trust. He is also the Chairman and
Chief Executive of the Pacific Century Group, an Executive Director
and the Chairman of Pacific Century Premium Developments
Limited, the Chairman and an Executive Director of Singapore-
based Pacific Century Regional Developments Limited (listed in
Singapore). Mr. Li is a representative of Hong Kong, China to
the APEC Business Advisory Council, a Member of the Center
for Strategic and International Studies’ International Councillors’
Group in Washington, D.C., and a Member of the Global
Information Infrastructure Commission. Mr. Li was awarded the
Lifetime Achievement Award by the Cable & Satellite Broadcasting
Association of Asia in November 2011.
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Mr. Kenneth LO Chin-ming

MA, BA
Independent Non-Executive Director, Member of the Audit
Committee and the Nomination Committee

Mr. Lo, aged 71, was appointed a Director in 2005. Mr. Lo is the
Chairman and Chief Executive Officer of the Industrial Bank of
Taiwan and the Chairman of EverTrust Bank (USA) and the Honorary
Chairman of the Chailease Group. He is also a Director of Boston
Life Science Venture Corp. and Taiwan Cement Corp (listed in
Taiwan). He has been with the banking and finance industry for
over 40 years and had abundant experience in securities, trust,
leasing, commercial banking, investment banking and venture
capital. He was the President of Chinatrust Commercial Bank, the
Chairman of IBT Venture Co., the Vice Chairman of China Trust
Bank (USA), the Managing Director of International Bank of Taipei
and a Director of Hua Nan Commercial Bank.

In addition to his highly recognized professional accomplishments,
Mr. Lo is also active in public service. He is the Chairman of the
Chinese National Association of Industry and Commerce, Taiwan,
the Managing Director of the Bankers Association of the Republic
of China, a Member of Asian Executive Board of the Sloan School
of Management at the Massachusetts Institute of Technology, and
a Member of the National Palace Museum Advisory Committee
and Taipei Fine Arts Museum Advisory Board. He was the President
of Asian Leasing Association, and the Supervisor of the Bankers
Association of the Republic of China.

Mr. Lo holds a B.A. in Economics from National Taiwan University
and an M.A. in Finance from the University of Alabama.
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Mr. Eric LI Fook-chuen

BscEE, MscEE, MBA, FIM

Non-Executive Director, Deputy Chairman of the Nomination
Committee, Member of the Remuneration Committee and the Risk
Committee

Mr. Li, aged 84, was appointed a Director in 2006. Mr. Liis a
Non-executive Director of BEA Life Limited and Blue Cross (Asia-Pacific)
Insurance Limited, both are wholly-owned subsidiaries of the Bank.
Mr. Li is currently the Chairman and Chief Executive Officer of
the Kowloon Dairy Limited. He is an Independent Non-executive
Director of Joyce Boutique Holdings Limited.

Mr. Li holds a Bachelor of Science Degree in Electrical Engineering
from the University of Arkansas, U.S.A., a Master of Science
Degree in Electrical Engineering from the University of Michigan,
U.S.A., and a Master Degree in Business Administration from the
University of California, U.S.A. He is also a Fellow of the Chartered
Management Institute.

Mr. Li is the uncle of Dr. the Hon. Sir David LI Kwok-po,
Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze, and the granduncle of Mr. Adrian
David LI Man-kiu and Mr. Brian David LI Man-bun.
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Mr. Stephen Charles LI Kwok-sze

BSc (Hons.), ACA
Non-executive Director

Mr. Li, aged 54, was appointed a Director in 2006. He is a Member
of the Institute of Chartered Accountants in England and Wales.
Mr. Li holds a Bachelor of Science (Hons.) Degree in Mathematics
from King’s College, University of London, U.K. He is a Director
of hedge funds based in the UK and the EU. He is also a Director
of AFFIN Investment Bank Berhad. He has extensive experience in
investment banking, having held senior capital markets positions
with international investment banks in London and Hong Kong.

Mr. Li is the nephew of Mr. Eric LI Fook-chuen, the cousin of
Dr. the Hon. Sir David LI Kwok-po, Professor Arthur LI Kwok-cheung
and Mr. Aubrey LI Kwok-sing, and the uncle of Mr. Adrian David LI
Man-kiu and Mr. Brian David LI Man-bun.
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Mr. William DOO Wai-hoi

BSc, MSc, G.G., Chevalier de la Légion d’Honneur, JP
Independent Non-executive Director and Member of the Audit
Committee

Mr. Doo, aged 69, was appointed a Director in 2008. He is
currently the Vice-chairman and Non-executive Director of New
World Development Company Limited. He is an Executive Director
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of Lifestyle International Holdings Limited, an Independent
Non-executive Director of Shanghai Industrial Urban Development
Group Limited and the Chairman of Fung Seng Enterprises Limited.
He was the Vice-chairman of New World China Land Limited and
the Deputy Chairman of NWS Holdings Limited.

Mr. Doo is a Member of the National Committee of the Twelfth
Chinese People’s Political Consultative Conference. He is a Governor
of the Canadian Chamber of Commerce in Hong Kong and the
Honorary Consul General of the Kingdom of Morocco in Hong
Kong and Macau.

Mr. Doo holds a Degree of Bachelor of Science from the University
of Toronto, Canada and a Master Degree in Science from the
University of California, U.S.A. He also holds a Diploma of
Graduate Gemologist from the Gemologist Institute of America.
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Mr. KUOK Khoon-ean

Independent Non-executive Director and Member of the
Nomination Committee

Mr. Kuok, aged 58, was appointed a Director in 2008. He is the
Chairman of Kuok (Singapore) Limited, a Director of Kerry Group
Limited and Managing Director of Kerry Holdings Limited.
Mr. Kuok is also a Non-executive Director of Shangri-La Asia
Limited; a Non-executive Director of Wilmar International Limited
(listed in Singapore); a Non-executive Director (Independent) of IHH
Healthcare Berhad (listed in Malaysia and Singapore) and a Director
of Shangri-La Hotel Public Company Limited (listed in Thailand).

Mr. Kuok was Chairman and Executive Director of SCMP Group
Limited from January 1998 until January 2013. He also served on
the Board of The Post Publishing Public Company Limited from April
1999 to January 2013.

Mr. Kuok is a graduate in Economics from the Nottingham
University, U.K.
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Mr. Valiant CHEUNG Kin-piu

FCPA, FCA
Independent Non-executive Director, Member of the Audit
Committee and the Risk Committee

Mr. Cheung, aged 68, was appointed a Director in 2008. He
was a Partner at KPMG, a leading international accounting firm
in Hong Kong, until his retirement in 2001. He has extensive
experience in assurance and corporate finance work, particularly
in trading and manufacturing corporations in Hong Kong and the
PRC. Mr. Cheung is a Fellow Member of the Institute of Chartered
Accountants in England and Wales and the Hong Kong Institute of
Certified Public Accountants.

Mr. Cheung is an Independent Non-executive Director of
Vitasoy International Holdings Limited, Pacific Century Premium
Developments Limited and Dah Chong Hong Holdings Limited.

Mr. Cheung is currently an Independent Non-executive Director,
the Chairman of the Audit Committee and the Chairman of the
Connected Transactions Control Committee of The Bank of East
Asia (China) Limited, a wholly-owned subsidiary of the Bank.
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Dr. Isidro FAINE CASAS

Non-executive Director and Member of the Nomination Committee

Dr. Fainé, aged 71, was appointed a Director in 2009. Dr. Fainé is
the Chairman of the following companies:

(i) CaixaBank, S.A.N°, is an integrated financial group and listed
on the Spanish Stock Exchange — with a banking business,
insurance activity and investments in international banks - the
leader in retail banking in Spain

(i) Caja de Ahorros y Pensiones de Barcelona “la Caixa"M, the first
Spanish and European savings bank and controlling shareholder
of CaixaBank, S.A.

(iii) “la Caixa” Foundation

(iv) Criteria CaixaHolding, is a non-listed investment company that
brings together the industrial investments and property assets of
“la Caixa”

Dr. Fainé currently holds chairmanships and directorships in
other listed companies, where “la Caixa Group” has an interest,
as follows:

(i) First Vice Chairman of Abertis Infraestructuras, S.A.
(infrastructure manager, listed in Spain)

(i) First Vice Chairman of Telefénica, S.A. (integrated operator in
the telecommunication sector, listed in Spain)

(iii) First Vice Chairman of Repsol, S.A. (oil company, listed in Spain)

(iv) Board Member of Banco BPI, S.A. (financial and multi-specialist
group focusing on the banking business, listed in Portugal)
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Dr. Fainé is Second Vice Chairman of Sociedad General de
Aguas de Barcelona, S.A. He was a Director of Grupo Financiero
Inbursa, S.A.B. de C.V. (financial and banking group, listed in
Mexico) until 2011.

Dr. Fainé is a Member of the Royal Academy of Economics and
Finance and of the Royal Academy of Doctorate Holders, Chairman
of the Spanish Confederation of Savings Banks (CECA), First
Vice Chairman of the European Savings Bank Group (ESBG) and
Chairman of the Association of Catalan Savings Banks. He is also
Chairman of the Spanish Confederation of Directors and Executives
(CEDE) and the Spanish Chapter of the Club of Rome. He is Founder
and Chairman of the Circulo Financiero. He is also Vice Chairman
of the World Savings Banks Institute (WSBI). In February 2011 he
was appointed as a Member of the Executive Committee of the
Business Council for Competitiveness (CEC). In December 2011,
Dr. Fainé was appointed Vice Chairman of Institut de Prospective
Economique du Monde Méditerranéen (IPEMED). He is also Merited
Member of the Association of Economists of Catalonia. In 2012 he
was awarded “Business Leader of the Year” by the U.S. Chamber
of Commerce and was appointed Doctor Honoris Causa by the San
Ignacio de Loyola University (Pert).

Dr. Fainé began his professional banking career as Investment
Manager for Banco Atlantico in 1964, later becoming General
Manager of Banco de Asuncién in Paraguay in 1969. On his return
to Barcelona, he held various managerial posts in financial entities:
Human Resources Director at Banca Riva y Garcia (1973), CEO of
Banca Jover (1974) and CEO of Banco Unién (1978).

Dr. Fainé joined “la Caixa” and was appointed Deputy Executive
General Manager in 1982. He was appointed CEO in 1999 and
was further appointed Chairman of “la Caixa” in 2007.

Among other academic and professional qualifications, Dr. Fainé
holds a PhD in Economics, an International Senior Managers
Program in Business Administration from Harvard University, and a
Diploma in Executive Management from the IESE Business School.
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Mr. Peter LEE Ka-kit

JP
Non-executive Director

Mr. Lee, aged 50, was appointed a Director in May 2013.
Mr. Lee is a Member of the Standing Committee of the 12th
National Committee of the Chinese People’s Political Consultative
Conference. He is the Vice Chairman of Henderson Land
Development Company Limited and Henderson Investment Limited,
both of which are listed public companies, as well as Henderson
Development Limited. He is also a Non-executive Director of
The Hong Kong and China Gas Company Limited. He was a
Non-executive Director of Intime Department Store (Group)
Company Limited (now known as Intime Retail (Group)
Company Limited).

Mr. Lee has been appointed as a Justice of the Peace by the
Government of the Hong Kong Special Administrative Region and
awarded an Honorary University Fellowship by The University of
Hong Kong since 2009. He was educated in the United Kingdom.

Note “J3 Caixa” is the controlling shareholder of CaixaBank, S.A. Each of “la Caixa”
and CaixaBank, S.A. is a substantial shareholder of the Bank as defined
under the Listing Rules and within the meaning of Part XV of the SFO, the
details of which are disclosed in the “Interest of Substantial Shareholders and
Other Persons” section of the Report of the Directors. Dr. the Hon. Sir David
LI Kwok-po is a director of CaixaBank, S.A. and Dr. Isidro FAINE CASAS is the
Chairman of CaixaBank, S.A. and “la Caixa”. Dr. Fainé owns 0.013% interest
in CaixaBank, S.A. while he is not aware of any of his associates owning any
interest in CaixaBank, S.A. or any of its subsidiaries.
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SENIOR MANAGEMENT

Mr. Adrian David LI Man-kiu

MA (Cantab), MBA, LPC, JP
Deputy Chief Executive

Mr. Li, aged 40, joined the Bank in 2000 as General Manager
& Head of Corporate Banking Division. In April 2009, he was
promoted to Deputy Chief Executive for Hong Kong Business, and
in his current capacity he is responsible for the overall management
of the Bank’s business activities in Hong Kong, including corporate
banking, personal banking, wealth management, and insurance
and retirement benefits. He is also a Director of various members
of the Bank Group and a Member of various committees appointed
by the Board.

Mr. Li is currently an Independent Non-executive Director of Sino
Land Company Limited, Tsim Sha Tsui Properties Limited, Sino Hotels
(Holdings) Limited, China State Construction International Holdings
Limited, COSCO Pacific Limited and Shanghai Fosun Pharmaceutical
(Group) Co., Ltd (which is dual listed in Hong Kong and Shanghai),
and a Non-executive Director of The Berkeley Group Holdings plc
(listed in London). He is an Alternate Independent Non-executive
Director of San Miguel Brewery Hong Kong Limited, and an
Alternate Director of AFFIN Holdings Berhad (listed in Malaysia).
He also serves as a Member of the International Advisory Board of
Abertis Infraestructuras, S.A. (listed in Spain).

Mr. Li is a Member of the Guangdong Provincial Committee of the
Chinese People’s Political Consultative Conference, a Member of
the All-China Youth Federation, Deputy Chairman of the Beijing
Youth Federation and a Counsellor of the Hong Kong United Youth
Association. He is a Board Member of The Community Chest of
Hong Kong, a Member of the HKSAR Government-mandated
Banking Industry Training Advisory Committee, and a Member of the
MPF Industry Schemes Committee of the MPFA. Mr. Li is an Advisory
Committee Member of the Hong Kong Baptist University’s School
of Business, a Vice President of The Hong Kong Institute of Bankers’
Council and a Steering Committee Member of the Asian Financial
Forum. He also serves as a Member of the Election Committees
responsible for electing the Chief Executive of the HKSAR and
deputies of the HKSAR to the 12th National People’s Congress.
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Mr. Li holds a Master of Management Degree from Kellogg School
of Management, Northwestern University in the US, and a Master
of Arts Degree and a Bachelor of Arts Degree in Law from the
University of Cambridge in Britain. He is a Member of The Law
Society of England and Wales, and The Law Society of Hong Kong.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the
grandnephew of Mr. Eric LI Fook-chuen, the nephew of
Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-
sing and Mr. Stephen Charles LI Kwok-sze. He is the brother of
Mr. Brian David LI Man-bun.
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Mr. Brian David LI Man-bun

MA (Cantab), MBA, FCA, JP
Deputy Chief Executive

Mr. Li, aged 39, joined the Bank Group in 2002. He was General
Manager & Head of Wealth Management Division of the Bank
from July 2004 to March 2009. He was promoted to Deputy
Chief Executive for China and International Business in April 2009.
Mr. Li is primarily responsible for the Bank’s China and international
businesses, as well as the management of BEA Union Investment
Management Limited. He is also a Director of various members of
the Bank Group and a Member of various committees appointed by
the Board.

Mr. Li is currently an Independent Non-executive Director of
Towngas China Company Limited, Hopewell Highway Infrastructure
Limited and China Overseas Land & Investment Limited.

Mr. Li holds a number of public and honorary positions, including
being a Member of the National Committee of the Chinese People’s
Political Consultative Conference, a Member of the Advisory
Committee of the Securities and Futures Commission of Hong
Kong, Chairman of the Traffic Accident Victims Assistance Advisory
Committee of the Government of Hong Kong Special Administrative
Region ("HKSARG"), a Member of the HKSARG Small and Medium
Enterprises Committee, a Member of the HKSARG Standing
Committee on Judicial Salaries and Conditions of Service, a
Member of the HKSARG Harbourfront Commission, a Member of
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the HKSARG Aviation Development Advisory Committee, a Member
of the Hong Kong-Europe Business Council and a Member of the
Hong Kong-Taiwan Business Cooperation Committee.

Mr. Li is a Fellow of the Hong Kong Institute of Certified Public
Accountants and a Full Member of the Treasury Markets
Association. Mr. Li is also a Fellow of the Institute of Chartered
Accountants in England and Wales and he holds an MBA from
Stanford University as well as MA and BA from the University of
Cambridge.

Mr. Li is the son of Dr. the Hon. Sir David LI Kwok-po, the
grandnephew of Mr. Eric LI Fook-chuen, the nephew of
Professor Arthur LI Kwok-cheung, Mr. Aubrey LI Kwok-sing and
Mr. Stephen Charles LI Kwok-sze. He is the brother of Mr. Adrian
David LI Man-kiu.
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Mr. Samson LI Kai-cheong

FCCA, CPA, FCIS, FCS, HKSI
Deputy Chief Executive & Chief Investment Officer

Mr. Li, aged 53, joined the Bank in 1987 as Chief Internal Auditor.
He was promoted to Deputy Chief Executive & Chief Investment
Officer in April 2009. Mr. Li is primarily responsible for the Bank’s
investment activities and treasury & broking operations including
treasury markets. He is also a Director of various members of the
Bank Group and a Member of various committees appointed by
the Board.

Mr. Li is a Fellow of The Hong Kong Institute of Chartered
Secretaries, the Institute of Chartered Secretaries & Administrators,
and The Association of Chartered Certified Accountants. In
addition, he is an Associate of the Hong Kong Institute of Certified
Public Accountants, a Member of the Hong Kong Securities and
Investment Institute and a Member of the Listing Committee of
The Stock Exchange of Hong Kong Limited. Mr. Samson Li received
his Professional Diploma in Accountancy from The Hong Kong
Polytechnic University.
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Mr. TONG Hon-shing

BSc, ACIB, AHKIB, FCIS, FCS
Deputy Chief Executive & Chief Operating Officer

Mr. Tong, aged 54, joined the Bank in 1975. He was promoted
to Assistant General Manager in 1995 and to General Manager
in 2000. He was General Manager & Head of Personal Banking
Division from 2001 to March 2009. He was further promoted to
Deputy Chief Executive and Chief Operating Officer in April 2009.
Mr. Tong is primarily responsible for strategic planning and control,
operations support, compliance, human resources, and corporate
communications of the Bank. He is also a Director of various
members of the Bank Group and a Member of various committees
appointed by the Board. Mr. Tong is a Fellow of The Hong Kong
Institute of Chartered Secretaries and The Institute of Chartered
Secretaries & Administrators as well as an Associate of The Hong
Kong Institute of Bankers and The Chartered Institute of Bankers.
He holds a BSc from the University of Manchester.
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Mr. Aubrey LI Kwok-sing
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Independent Non-executive Directors
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BSc, ACIB, AHKIB, FCIS, FCS

Deputy Chief Executive & Chief Operating Officer
COMPANY SECRETARY

Mr. Alson LAW Chun-tak
FCCA, FCPA, FCIS, FCS
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Mr. Samson LI Mr. Adrian David LI Dr. the Hon. Sir David LI Mr. Brian David LI Mr. TONG Hon-shing
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With more than 240 outlets worldwide, BEA operates an extensive international network covering Hong Kong and the
rest of Greater China, Southeast Asia, the United Kingdom, and the United States.
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CORPORATE GOVERNANCE REPORT

The Bank of East Asia, Limited and its subsidiaries
are committed to maintaining the highest corporate
governance standards and consider such commitment
essential in balancing the interests of shareholders,
customers and employees; and in upholding accountability
and transparency.

During the financial year ended 31st December, 2013,
the Bank has complied with all the Code Provisions set
out in the CG Code, except for Code Provision A.2.1 as
explained in section A below. The Bank has followed the
modules on CG-1 and CG-5.

The Bank has in place a corporate governance framework
("CG Framework ") which sets out a range of governance
principles and practices to direct and guide the business
conducts and affairs of the Group. During the year, the
Board has adopted a Board Succession and Diversity Policy
to define the succession planning and diversity of the
Board. The Board has also adopted a Corporate Social
Responsitbility Policy ("CSR Policy”) which integrates
social, environmental, ethical, employee, and customer
concerns into the Group’s business and operations. This
CSR Policy, together with the Corporate Governance
Policy, sets out the Group’s strategies and objectives in
regard to Environmental, Social and Governance issues.
In light of the changes in the Companies Ordinance in
March 2014, the Bank carries out an overall review of its
procedures and the Articles of Association to reflect the
requirements of the New Companies Ordinance.

The Bank will continue to review and enhance the
governance principles and practices under the CG
Framework to ensure that they are in line with the
relevant requirements and the prevailing corporate
governance practices.

A. BOARD OF DIRECTORS
The Board

The Bank is headed by an effective Board which assumes
responsibility for leadership and control of the Bank and
is collectively responsible for promoting the success of
the Bank by directing and supervising the Bank’s affairs.
The Board takes into account the legitimate interests of
shareholders, customers, employees and other relevant
stakeholders and ensures that the Bank operates in a
reliable, safe manner and meets its obligations on an
ongoing basis.

The Board is responsible for providing strategic
direction and overseeing effective implementation
of pre-determined objectives by the Management. It
delegates the day-to-day operation and administration of
the Bank's business to the Management.

BMs are held at least 4 times a year at approximately
quarterly intervals. In addition, special BMs are held
when necessary. Dates of regular Board and Committee
meetings are scheduled in the prior year to provide
sufficient notice to give all Directors an opportunity to
attend. For special BMs, reasonable notice is given.
Directors are consulted on matters to be included in
the agenda for regular BMs. All BMs involve the active
participation, either in person or through other electronic
means of communication, of a majority of Directors.

Minutes of the meetings of the Board and Board
Committees record in sufficient detail the matters
considered by the Board and the Board Committees,
the decisions reached, including any concerns raised by
Directors or dissenting views expressed. Draft and final
versions of minutes of the meetings of the Board, the AC,
the RC, the NC and the RIC are sent to all Directors or
respective Board Committee members for their comment
and record within a reasonable period after the meetings
are held.

Minutes of the meetings of the Board, the AC, the
RC and the NC are kept by the Company Secretary
whereas minutes of the meetings of RIC and other
Board Committees (as listed under the subject Board
Committees in section D on page 86) are kept by the
appointed secretary of each Committee.
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Directors’ attendance records

Attendance records of the Directors at BMs , ACMs, RCM, NCMs, RICMs and AGM held in 2013 are as follows:

Number of meetings attended/held in 2013

BM ACM RCM NCM RICM' AGM
Executive Director:
David LI Kwok-po 4/4 N/A N/A 2/2 3/3 I7Al
(Chairman & Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung 3/4 N/A N/A N/A N/A 0/1
(Deputy Chairman)
Aubrey LI Kwok-sing 4/4 N/A 171 2/2 3/3 11
Richard LI Tzar-kai 4/4 N/A N/A N/A N/A 0/1
Eric LI Fook-chuen 4/4 N/A 171 2/2 3/3 il
Stephen Charles LI Kwok-sze 4/4 N/A N/A N/A N/A 11
Isidro FAINE CASAS 4/4 N/A N/A 2/2 N/A 11
Peter LEE Ka-kit? 2/2 N/A N/A N/A N/A N/A
Independent Non-executive Directors:
Allan WONG Chi-yun 4/4 3/3 11 2/2 N/A 171
(Deputy Chairman)
WONG Chung-hin 3/4 2/3 N/A N/A N/A 11
LEE Shau-kee® 01 N/A N/A 01 N/A N/A
Winston LO Yau-lai* 4/4 3/3 171 11 3/3 11
KHOO Kay-peng® 4/4 N/A N/A N/A N/A 11
Thomas KWOK Ping-kwong 3/4 N/A 11 212 N/A 0/1
Kenneth LO Chin-ming 4/4 1/3 N/A 2/2 N/A 11
William DOO Wai-hoi 3/4 3/3 N/A N/A N/A VAl
KUOK Khoon-ean 1/4 N/A N/A 1/2 N/A 01
Valiant CHEUNG Kin-piu 4/4 3/3 N/A N/A 3/3 171
Average attendance rate 85% 83% 100% 85% 100% 75%

Established on 1st April, 2013

Appointed as Director of the Bank with effect from 1st May, 2013
Resigned as Director of the Bank with effect from 24th April, 2013
Appointed a member of the NC of the Bank on 24th April, 2013

aoA woN =

Chairman and Chief Executive Officer

Code Provision A.2.1 of CG Code stipulates that the roles
of chairman and chief executive officer should be separate
and should not be performed by the same individual.

Dr. the Hon. Sir David LI Kwok-po is the Chairman &
Chief Executive of the Bank. The Board considers that
this structure will not impair the balance of power and
authority between the Board and the Management of
the Bank. The division of responsibilities between the
Chairman and the Chief Executive is clearly established
and set out in the job mandate of the Chairman &
Chief Executive. The balance of power and authority
is ensured by the operations of the Board, which
comprises experienced and high calibre individuals and
meets regularly to discuss issues affecting operations
of the Bank. There is a strong independent element
in the composition of the Board. Out of the 17 Board
members, 9 are INEDs. The Board believes that the

Re-designated as an INED of the Bank with effect from the conclusion of the AGM on 30th April, 2013

current structure is conducive to strong and consistent
leadership, enabling the Bank to make and implement
decisions promptly and efficiently. The Board believes
that Sir David’s appointment to the posts of Chairman
and Chief Executive is beneficial to the business prospects
and management of the Bank.

The Chairman ensures that all Directors are properly
briefed on issues arising at BMs. He promotes a culture
of openness and debate and encourages all Directors to
make a full and active contribution to the Board’s affairs.
He also takes the lead in ensuring that the Board acts in
the best interests of the Bank.

The Chairman also ensures that Directors receive, in a
timely manner, adequate information of the Bank which
is accurate, clear, complete and reliable.

During the year, apart from the 4 BMs held, the
Chairman, who is also an ED of the Bank, held a meeting
with the NEDs (including INEDs).
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Board composition

The current Board is composed of 1 ED, 7 NEDs and 9
INEDs. Over one-third of the Directors are INEDs. The
Board has a balance of skills and experience appropriate
for the requirements of the Bank’s business. Changes
to its composition can be managed without undue
disruption. There is a strong independent element on
the Board, which can effectively exercise independent
judgement.

The composition of the Board is shown on page 58 under
the subject Corporate Information. All Directors of the
Bank are expressly identified by categories of ED, NEDs
and INEDs in all corporate communications that disclose
the names of the Directors. An updated list of Directors,
identifying their roles and functions at the Bank, is
available on HKEx's and the Bank’s websites.

The biographies of Directors, including relationships
with members of the Board, Senior Management and
substantial shareholders (as defined in the Listing Rules)
of the Bank, are shown on page 38 under the subject
Biographical Details of Directors and Senior Management.

Responsibilities of Directors

Directors, both collectively and individually, are required
to fulfil fiduciary duties and duties of skill, care and
diligence to a standard commensurate with the standard
established by the Laws of Hong Kong. Every Director
is required to know his responsibilities as a Director of
the Bank and of the conduct, business activities and
development of the Bank. The Terms of Reference of the
Board mandate the responsibilities of the Directors of the
Bank and also include the functions of the NEDs (including
INEDs) as specifically required under Code Provision A.6.2
of the CG Code.

INEDs and other NEDs shall make a positive
contribution to the development of the Bank’s strategy
and policies through independent, constructive and
informed comments.

The Bank has adopted the Directors’ Code of Conduct
and Policy on Conflict of Interests which provides
guidance to Directors to help them recognise and deal
with ethical issues including the handling of conflict of
interests and fair dealing, and help foster a culture of
honesty and accountability in the best interests of the
Group as well as the shareholders of the Bank.

In order to assist the Directors to discharge their duties to
the Group, the Bank’s Policy on Obtaining Independent
Professional Advice by Directors sets out the procedures
to enable the Directors, upon reasonable request, to
seek independent professional advice in appropriate
circumstances, at the Bank’s expense.

Directors & Officers Liability and Company Reimbursement
Insurance is arranged to protect the Directors and officers
of the Group against claims made against them jointly

and severally for any wrongful act committed or alleged
to have been committed in their capacity as directors or
officers of the Group.

Directors’ Commitments

The Board regularly reviews the contributions required
from a Director to perform his responsibilities to the Bank,
and whether he is spending sufficient time performing
them. It also considers whether Directors, who have
multiple board representations, are able to and have been
devoting sufficient time to discharge their responsibilities
as Directors of the Bank adequately.

The Bank has received confirmation from each Director
that he has spent sufficient time and attention to the
affairs of the Bank during the year 2013. Directors
have also disclosed to the Bank the number and nature
of offices held in Hong Kong or overseas listed public
companies or organisations and other significant
commitments, with the identity of the public companies
or organisations and an indication of the time involved.
Directors are reminded to notify the Company Secretary
in a timely manner any change of such information.

Induction and continuous development

A formal letter of appointment, which includes the
Director’s scope of duties and obligations, is provided to
every new Director of the Bank. The newly appointed
Director also receives an Information Package from
the Company Secretary on the first occasion of
his/her appointment. This Information Package is a
comprehensive, formal and tailored induction on the
responsibilities and ongoing obligations to be observed by
a Director. In addition, the Information Package includes
materials on the operations and business of the Bank.
The ED, Senior Management and the Company Secretary
will subsequently conduct such briefing as is necessary,
to ensure that the Directors have a proper understanding
of the operations and business of the Bank and that they
are aware of their responsibilities under the laws and
applicable regulations.

All Directors of the Bank participate in continuous
professional development to develop and refresh their
knowledge and skills. The Bank will keep Directors
updated on areas, including directors’ duties and
responsibilities, corporate governance and changes in
regulatory requirements, to enable them to properly
discharge their duties. The Bank is responsible for
arranging and funding suitable training for Directors.

During the year, the external auditors, KPMG, briefed the
AC members at the ACMs on the latest development in
accounting and governance standards. KPMG presented
to Directors about the latest banking regulations.
Directors also attended other relevant courses,
conferences and seminars at the Bank’s expense (where
appropriate). All Directors provided to the Bank a record
of training they received in 2013.
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Participation by individual Directors in continuous professional development in 2013 is summarised in the table below:

Directors

Reading regulatory updates/
manuals and articles relevant
to the Bank's business and
directors’ duties

Attending briefings/
seminars/ conferences relevant
to the Bank's business and
directors’ duties

Executive Director:
David LI Kwok-po
(Chairman & Chief Executive)

Non-executive Directors:
Arthur LI Kwok-cheung
(Deputy Chairman)
Aubrey LI Kwok-sing
Richard LI Tzar-kai
Eric LI Fook-chuen
Stephen Charles LI Kwok-sze
Isidro FAINE CASAS
Peter LEE Ka-kit

Independent Non-executive Directors:

Allan WONG Chi-yun
(Deputy Chairman)

WONG Chung-hin
Winston LO Yau-lai
KHOO Kay-peng
Thomas KWOK Ping-kwong
Kenneth LO Chin-ming
William DOO Wai-hoi
KUOK Khoon-ean
Valiant CHEUNG Kin-piu

<
<

SSXXXX <«
SSXXXX <«

SSSXXXXXKXKXN
SSSXXXXXKXKXN

Directors’ Interests

Directors are required to make declaration of interests
in other public companies or organisations upon
appointment and provide any material contractual
interests in a timely manner to the Company Secretary
from time to time. They are also required to declare
direct or indirect interests, if any, in the transactions to be
considered by the Board and where appropriate, abstain
from discussion, voting or otherwise influencing the
decision of the Board.

If a Director has a conflict of interest in a matter to be
considered by the Board which the Board has determined
to be material, the matter shall not be dealt with by
way of circulation or by a Committee (except for an
appropriate Board Committee set up for that purpose
pursuant to a resolution passed in a BM) and a BM shall
be held. INEDs who, and whose associates, have no
material interest in the transaction shall be present at
such BM.

The Bank's Directors’ Code of Conduct and Policy on
Conflicts of Interests provides guidance to deal with issues
regarding Directors’ conflicts of interests.

Directors’ Securities Transactions

The Bank has established its own code of securities
transactions to be observed by Directors and Chief
Executive, i.e. Policy on Insider Dealing — Directors and
Chief Executive ("Insider Dealing Policy”) on terms no less
exacting than the required standard set out in Appendix
10 — Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) of the Listing Rules.
Specific enquiries have been made on all Directors of the
Bank. All Directors confirmed that they had complied
with the required standard set out in the Model Code and
the Insider Dealing Policy at all the applicable times during
the year ended 31st December, 2013.

The Bank has also established a Policy on Insider Dealing —
Group Personnel to be observed by the employees of the
Bank or directors or employees of the Bank's subsidiaries,
in respect of their dealings in the securities of the Bank.
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Handling and Dissemination of Inside
Information

The Bank has in place a Policy on Handling and
Dissemination of Inside Information ("Inside Information
Policy”), which has been revised taking into account the
requirements of Part XIVA (Disclosure of Inside Information)
of the SFO and the relevant amendments to the Listing
Rules in relation to the provision of statutory backing of
continuing obligation to disclose inside information. The
Inside Information Policy sets out the procedures and
internal controls for handling and dissemination of inside
information in a timely manner in such a way so as not to
place any person in a privileged dealing position and to
allow time for the market to price the listed securities of
the Bank with the latest available information.

The Inside Information Policy also provides guidelines to
staff of the Bank to ensure proper safeguards exist to
prevent the Bank from breaching the statutory disclosure
requirements. It also includes appropriate internal control
and reporting systems to identify and assess potential
inside information.

Dissemination of inside information of the Bank shall
be conducted by publishing the relevant information on
the websites of the HKEx and the Bank, according to the
requirements of the Listing Rules.

Supply of and access to information

Directors are provided in a timely manner with appropriate
information that enables them to make an informed
decision and to discharge their duties and responsibilities
as Directors of the Bank. To ensure that the Board is well
supported by accurate, complete and timely information,
Directors have unrestricted access to Board papers,
minutes and related materials.

Management is aware that it has an obligation to
supply the Board and Board Committees with adequate
information in a timely manner to enable them to make
informed decisions. The information supplied must be
complete and reliable. The Board and each Director
have separate and independent access to the Senior
Management.

In respect of regular BMs and Board Committee meetings
and so far as practicable in all other cases, an agenda
and accompanying meeting papers are sent in full to the
Directors or respective Committee members in a timely
manner and at least 3 days before the intended date of
the meeting.

Appointments and re-election of Directors

The Bank adopts a nomination procedure in the selection
of new Directors and for the succession of appointments
to the Board. A proposal for the appointment of a new
Director will be considered and reviewed by the NC.
Candidates to be selected and recommended shall be
experienced and high calibre individuals who can meet
the relevant standards set out in the Listing Rules. In
addition, they have to meet the standards set out in
CG-1 for being a director of an authorised institution. A
candidate who is to be appointed as an INED should also
meet the independence criteria set out in Rule 3.13 of the
Listing Rules.

Pursuant to the Articles of Association, Directors (including
NEDs and INEDs) are appointed for a term of not more
than approximately three years. Newly appointed
Directors will be subject to re-election by shareholders at
the first general meeting after their appointments.

Independence of Independent
Non-executive Directors

In determining the independence of the INEDs, the
Bank makes reference to the criteria of independence as
set out in Rule 3.13 of the Listing Rules. Assessments
of the INEDs' independence are carried out upon
their appointment, annually and at any other time as
appropriate.

The NC conducts annual review of the independence of
INEDs before confirming their independence status to the
Board. The relevant INEDs will abstain from participating
in the assessments of their own independence. Particular
consideration was also paid in assessing the independence
of those INEDs who have been serving on the Board for
more than 9 years and seeking re-election in the AGM.
Reasons will be given in the AGM Circular to explain why
the Board believes those INEDs are still independent and
should be re-elected.

Nomination Committee

The Bank has established a NC with specific written Terms
of Reference which deal clearly with its authorities and
duties. The Terms of Reference of the NC have included
the specific duties set out in Code provision A.5.2 of
the CG Code, with appropriate modifications where
necessary.

The NC is responsible for recommending to the
Board on relevant matters relating to appointments,
re-appointment, removal and succession planning of
Directors, Chief Executive, Senior Management, Division
Heads, Chief Compliance Officer and Group Chief
Auditor of the Bank; defining succession planning and
diversity of the Board and performing evaluation of the
Board performance and Directors’ contribution to the
effectiveness of the Board.
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A majority of the members of the NC are INEDs. The
Chairman of NC is David LI Kwok-po and the Deputy
Chairman is Eric LI Fook-chuen. The other members
are Allan WONG Chi-yun, Aubrey LI Kwok-sing, Isidro
FAINE CASAS, Thomas KWOK Ping-kwong, Kenneth LO
Chin-ming, KUOK Khoon-ean and Winston LO Yau-lai
(appointed on 24th April, 2013) .

The number of meetings held by the NC and the
attendance of individual members at NCM in 2013 is
recorded on page 64.

The following is a summary of the work performed by the
NC during and for the year 2013:

e Reviewed the size, structure, composition and diversity
of the Board;

e Endorsed the Procedures for Nomination of Directors
by Shareholders,

e Reviewed the Terms of Reference of the NC;
e Reviewed the Management Succession Policy;
e Reviewed the Management Succession Plans;

e Reviewed the appointment of Peter LEE Ka-kit as an
NED and re-designation of KHOO Kay-peng as an
INED;

e Assessed the independence status of INEDs in
particular that of Thomas KWOK Ping-kwong who has
served the Board for more than 9 years and will seek
re-election at the 2014 AGM, and KHOO Kay-peng
who was re-designated as an INED with effect from
the conclusion of the 2013 AGM;

e Considered re-election of Arthur LI Kwok-cheung,
Thomas KWOK Ping-kwong, Richard LI Tzar-kai,
William DOO Wai-hoi, KUOK Khoon-ean and Peter LEE
Ka-kit as Directors to be proposed for shareholders’
approval at the 2014 AGM;

e Reviewed the measurable objectives of Board diversity;
and

e Assessed the Board performance and Directors’
contribution to the effectiveness of the Board.

The NC has made available its Terms of Reference, on the
websites of HKEx and the Bank, explaining its role and
the authorities delegated to it by the Board.

The NC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.

Board diversity

During the year, the Board adopted a Board Succession
and Diversity Policy which defines succession planning
and diversity of the Board. Board appointments will

continue to be made based on merit and candidates
will be considered against objective criteria, having due
regard for the benefits of diversity on the Board. In order
to maintain an appropriate mix and balance of talents,
skills, experience and background on the Board, the
NC developed measurable objectives to implement this
policy and monitored progress towards achieving these
objectives.

Evaluation of the Board and Directors

During the year, the NC had undertaken an in-house
evaluation of the effectiveness of the Board as a whole
and the contributions made by each Director to the
effectiveness of the Board. The evaluation covered Board
structure and composition; Board process; responsibilities
of the Board; and duties and responsibilities of Directors.
The evaluation revealed that performance of the Board
is strong and Board process is effective during the year
2013. All Directors continue to perform effectively and
demonstrate commitment to their roles.

The NC will continue to undertake an evaluation of the
performance of the Board and Directors annually.

B. REMUNERATION OF DIRECTORS
AND SENIOR EXECUTIVES

The level and make-up of remuneration
and disclosure — Remuneration Committee

The Bank has established an RC with specific written Terms
of Reference which deal clearly with its authority and
duties. The Terms of Reference of the RC have included
the specific duties set out in Code Provision B.1.2 of the
CG Code, with appropriate modifications where necessary.

The RC is responsible for making recommendations to the
Board regarding the Bank’s remuneration policy, and for
the formulation and review of the remuneration packages
of the Directors, Chief Executive, Senior Management and
Key Personnel of the Group.

The basis of determining the emoluments payable by
the Bank to its Directors and senior executives is by
reference to the level of emoluments normally paid by
comparable banks and listed companies in Hong Kong
to directors and senior executives of comparable calibre
and responsibilities so as to ensure a fair and competitive
remuneration package. The Bank will also ensure that no
Director, Chief Executive or any of their associates will be
involved in deciding his own remuneration.

A majority of the members of the RC are INEDs. This
Committee is chaired by Allan WONG Chi-yun. The other
members are Aubrey LI Kwok-sing, Winston LO Yau-lai,
Thomas KWOK Ping-kwong and Eric LI Fook-chuen.

The number of meetings held by the RC and the
attendance of individual members at RCM in 2013 is
recorded on page 64.
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The following is a summary of work performed by the RC
during and for the year 2013:

e Reviewed the Variable Remuneration for the Chief
Executive, Senior Management and Key Personnel for
2012;

e Reviewed the list of Senior Management and other
Key Personnel for 2013;

e Reviewed the Remuneration Package for the Chief
Executive, Senior Management and Key Personnel for
2013;

e Reviewed the vesting of Deferred Variable
Remuneration relating to 2010 and 2011 Awards;

e Reviewed Annual Salary Review for 2013;

e Reviewed Annual Salary Review for 2013 of the Local
Staff of Overseas Branches and Subsidiaries;

e Considered Third Offer and Grant of share options
under the 2011 Scheme to eligible employees
including Chief Executive, Senior Management, and
Division Heads;

e Reviewed the remuneration packages for newly
promoted General Manager;

e Reviewed the Terms of Reference of the RC;
e Reviewed the Remuneration Policy, and

e Reviewed the audit on the Bank’s Remuneration
System.

The RC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The RC is provided with sufficient resources, including the
advice of professional firms, if necessary, to discharge its
duties.

The scales of Director’s fees, and fees for membership of the AC, NC, RC and RIC are outlined below:

Amount per annum

2013

Board of Directors:

Chairman HK$400,000

Deputy Chairman HK$280,000

Other Directors HK$260,000
Audit Committee:

Chairman HK$180,000

Other members HK$105,000
Nomination Committee:

Chairman HK$66,000

Deputy Chairman HK$50,000

Other members HK$38,500
Remuneration Committee:

Chairman HK$66,000

Other members HK$38,500
Risk Committee *:

Chairman HK$66,000

Other members HK$38,500

*  Newly established with effect from 1st April, 2013 and Member's fee was paid on a pro-rata basis during the year.

Information relating to the remuneration of each Director for 2013 is set out in Note 20 on the accounts on page 168.
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Disclosure of Remuneration Policy

In accordance with the “Guideline on a Sound
Remuneration System” (the “Guideline”) issued by the
HKMA in March 2010, the Bank has reviewed and revised
its remuneration policy for employees of the Group,
including its overseas branches and subsidiaries. The
remuneration policy covers all categories of employees,
including the 4 described in paragraph 2.1.1 of the
Guideline. The Bank’s annual review of its remuneration
policy includes a reassessment of the principles applied
in determining remuneration packages, as well as the
structure and amount of compensation ultimately awarded.

General Principles

The remuneration policy of the Group promotes effective
risk management, and is designed to encourage employee
behaviour that supports the Group’s business objectives,
long-term financial soundness, risk tolerance, and risk
management framework.

Remuneration Structure

Employee remuneration packages may consist of a
combination of fixed and variable remuneration. The
appropriate proportion of fixed and variable remuneration
shall vary according to an employee’s seniority, role,
responsibilities, and activities within the Group, among
other things.

Fixed remuneration refers to an employee’s annual salary
(including year-end pay), while variable remuneration —
comprising cash bonus payments and/or share options —
is awarded based on the employee’s performance with
a view to better aligning incentives with risk and longer-
term value creation. Variable remuneration, which is
awarded in the form of cash bonus payments and/or
share options, is determined according to existing industry
practice and takes into account an employee’s seniority,
role and responsibilities, and the actual or potential risks
that the employee’s activities may create for the Group
and the extent to which they may affect its overall
performance.

Separate bonus schemes apply to risk control personnel,
whose awards are not linked to the performances of the
business units that they oversee.

Employees’ Performance Measurements
and the Award of Variable Remuneration

The RC determines the measures and the corresponding
target levels of the Group’s performance with reference to
corporate goals and objectives at the beginning of each
financial year and when necessary.

Score-cards comprised of a set of pre-defined and
assessable criteria are used to assess the performance
of individual employees. The criteria are determined
according to the individual’s areas of responsibility, as well
as relevant financial and non-financial factors. To help
ensure a balanced evaluation, a series of compliance and
risk management ratings are also taken into account. The
major types of risks covered are market, credit, interest
rate, liquidity and operational risks. Other risks including
legal, reputation and strategic risks are closely monitored
at bank level by various risk management committees
and adjustment will be made to an individual’s variable
remuneration when appropriate. The award of variable
remuneration to an employee is based on the overall
performance of the Group, as well as the performance of
the relevant business unit, and that individual employee.
Poor performance (either financial or non-financial)
will result in a reduction or elimination of variable
remuneration. Moreover, performance in relation to non-
financial factors, including risk and compliance, forms a
significant part of the employee performance appraisal
exercise, given that poor performance in these areas can
be indicative of significant risks to the Group. Adverse
performance in non-financial factors, where appropriate,
should override outstanding financial achievements.
The overall quality of an employee’s performance — as
opposed to solely his/her financial performance - can
therefore be accurately determined as an integral part of
the assessment. This ultimately helps mitigate risk to the
Group and ensures the deployment of suitable personnel
based on competence.

Senior Executive Compensation

The RC annually reviews the remuneration packages
of the Chief Executive, Senior Management, and Key
Personnel. The Senior Management consists of the 4
Deputy Chief Executives while Key Personnel includes 13
division heads, the Executive Director & Chief Executive of
BEA China, and the Head of Capital Markets & Liquidity
Management Department. The RC engaged an external
consultant, Towers Watson, to review its Senior Executive
Bonus Plan to ensure that it is in line with the guidelines
issued by the various regulatory authorities in Hong
Kong. In determining the remuneration packages of the
Chief Executive, Senior Management, and Key Personnel,
the RC also takes into account individual performances,
performances of respective divisions and departments,
and the Group’s overall business goals and objectives.

The aggregate payouts for these 21 senior executives for
2013 are shown in the table below in accordance with
the disclosure requirement 3.2.3 of the Guideline.
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Total value of remuneration in 2013

Non-deferred Deferred
Total value of remuneration awards for the current financial year (HK$ Million) (HK$ Million)

(i) Chief Executive
Fixed remuneration
e Cash-based 9.82 -

Variable remuneration
e Cash-based 12.37 9.78
e Share Options - 8.78

(ii) Senior Management
Fixed remuneration
e Cash-based 14.21 -

Variable remuneration
e Cash-based 15.33 3.91
e Share Options - 11.42

(iii) Key Personnel
Fixed remuneration
e Cash-based 33.13 -

Variable remuneration
¢ Cash-based 22.57 8.81
e Share Options - 6.09

Remarks:
(i) For indicative purpose only, the value of share options is calculated based on the fair value of the Bank’s shares on 19th February, 2014.

(i) No guaranteed bonuses, sign-on, or severance payments were made to the Chief Executive, Senior Management, and Key Personnel of the
Group in 2013.

Total outstanding deferred remuneration in 2013

Vested during the year 2013 Unvested as at the end of 2013

Outstanding deferred remuneration (HK$ Million) (HK$ Million)
(i) Chief Executive

e Cash-based 1.1 11.81

¢ Share Options 6.19 15.30
(ii) Senior Management

e Cash-based - 4.99

e Share Options 8.02 19.92
(iii) Key Personnel

e Cash-based 3.33 13.98

e Share Options 3.72 8.70

Remarks:

(i) No performance adjustments were made to the unvested deferred remuneration for the Chief Executive, Senior Management, and Key
Personnel of the Group in 2013 due to their performance or any other factors.

(i) The values of share options are calculated based on the fair value on the respective Grant Dates.

(iii) The vested cash bonuses and share options relate to the 2010 variable remuneration award granted in 2011 and vested in 2013, and the 2011
variable remuneration award granted in 2012 and vested in 2013. The total number of share options granted in 2011 and 2012 are 5,950,000
shares and 5,950,000 shares respectively.

(iv) The unvested cash bonuses and share options relate to the 2010, 2011 and 2012 variable remunerations.

(v) The outstanding deferred remuneration of Key Personnel in 2013 includes the vested and unvested cash bonuses and share options of 3 Key
Personnel who left the Group on 1st January, 2013 and 1st October, 2013 respectively.

Details of the remuneration payable to members of the Senior Management by band are disclosed in Note 21 on the
accounts on page 170.
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Deferral Arrangements

The award of variable remuneration to the Chief
Executive, Senior Management, and Key Personnel is
subject to deferment in such a manner as determined
by the RC. In general, the proportion of variable
remuneration which is subject to deferment will increase
in line with the seniority, scope of responsibilities, and
other relevant factors pertinent to the Chief Executive,
Senior Management, and Key Personnel.

The award of deferred remuneration is subject to
a minimum vesting period and pre-defined vesting
conditions as determined by the RC and communicated to
all relevant employees. Deferred remuneration is awarded
in such a manner so as to align employees’ incentive
awards with long-term value creation and the time
horizons of risk. The future performance (both financial
and non-financial) of the Group, relevant business units,
and individual employees, as well as the creation of value
for our shareholders, are taken into consideration when
determining vesting conditions. Vesting and payment
of deferred remuneration will be made gradually over a
period of 3 years and no faster than on a pro-rata basis.

In circumstances where it is later established that any
performance measurement for a particular year was
based on data that is later proven to have been manifestly
misstated, or it is later established that the relevant
employee has committed fraud, malfeasance, or a
violation of internal control policies, any unvested portions
(i.e. both cash bonuses and/or share option tranches that
have yet to be vested) of deferred variable remuneration
(relating to that particular year in question) should be
forgone, either in part or in whole, as determined by the
RC. In certain circumstances, claw back of vested portion
of the deferred variable remuneration of that particular

year may apply.

Future Review

As a major financial institution in Hong Kong, the
Group not only takes extensive measures to ensure that
it complies with all the relevant guidelines, rules, and
regulations, but also adopts positive steps to ensure that
ethical, social, and environmental aspects are taken into
account when determining remuneration policies and
packages.

The Group will keep abreast of the latest development
in the labour market, especially in the financial services
sector, and will review and refine its compensation and
remuneration policies whenever necessary to enable the
provision of competitive remuneration packages to ensure
the retention of talent.

C. ACCOUNTABILITY AND AUDIT

Financial reporting

It is the responsibility of the Board to present a balanced,
clear and comprehensible assessment of the Bank’s
performance, position and prospects.

Management shall provide sufficient explanation and
information to the Board as will enable the Board to
make an informed assessment of the financial and other
information presented before the Board for approval.
It provides the Board with monthly updates giving a
balanced and understandable assessment of the Bank’s
performance, position and prospects to assist the Board
as a whole and each Director to discharge their duties.

The Directors are responsible for keeping proper
accounting records and preparing accounts of each
financial period, which give a true and fair view of the
state of affairs of the Group and of the results and cash
flow for that period. In preparing the accounts for the
year ended 31st December, 2013, the Directors have:

e consistently applied appropriate accounting policies;

e made judgements and estimates that are prudent and
reasonable; and

e prepared the accounts on the going concern basis.

The Bank has announced its annual and interim results
within 2 months after the end of the relevant periods,
which is earlier than the limit of 3 months (for annual
results) and within the limit of 2 months (for interim
results) as required by Rule 13.49(1) and (6) of the Listing
Rules respectively.

A statement by the auditors about their reporting
responsibilities is included in the Independent Auditor's
Report on page 124.

The Board will present a balanced, clear and
understandable assessment to annual and interim reports,
other price-sensitive announcements and other financial
disclosures required under the Listing Rules, and reports
to regulators as well as to information required to be
disclosed pursuant to statutory requirements.

Internal controls

It is the responsibility of the Board to ensure that the
Bank maintains sound and effective internal controls to
safeguard the shareholders’ investment and the Bank’s
assets.

The internal control system of the Bank comprises
comprehensive policies and standards under a well-
established organisational structure. Areas of
responsibilities of each business and operational unit are
clearly defined to ensure effective checks and balances.
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The key procedures that the Board established to provide
effective internal controls are as follows:

e A distinct organisation structure exists with defined
lines of authority and control responsibilities.

e A comprehensive management accounting system
is in place to provide financial and operational
performance indicators to the Management and
the relevant financial information for reporting and
disclosure purpose.

e Policies and procedures are designed for safeguarding
assets against unauthorised use or disposition; for
maintaining proper accounting records; and for
ensuring the reliability of financial information used
within the business or for publication. The procedures
provide reasonable but not absolute assurance against
material errors, losses or fraud.

e Systems and procedures are also in place to identify,
measure, manage, control and report risks including
credit, market, operational, liquidity, interest rate,
strategic, legal and reputation risks. Exposure to
these risks is monitored by RIC, assisted by Risk
Management Committee, Credit Committee, Asset
and Liability Management Committee and Operational
Risk Management Committee. In addition, procedures
are designed to ensure compliance with applicable
laws, rules and regulations.

e The AC reviews reports (including management
letter) submitted by external auditors to the Group’s
Management in connection with the annual audit and
internal audit reports submitted by the Group Chief
Auditor.

e A Policy on Handling and Dissemination of Inside
Information is in place, setting out the guiding
principles, procedures and internal controls for the
handling and dissemination of inside information in a
timely manner.

e A Whistle-blowing Policy is in place, which encourages
employees to raise concerns, in confidence, with the
AC about possible improprieties in any matter related
to the Bank. The Bank treats all information received
confidentially and protects the identity and the
interests of all whistle-blowers.

The Board, through the AC, assesses the effectiveness
of the Group’s internal control system which covers
all material controls, including financial, operational
and compliance controls as well as risk management
functions, on an annual basis. Pursuant to a risk-based
approach, the Group’s Internal Audit Department
conducts independent reviews of risks associated with
and controls over various operations and activities.
Significant findings on internal controls are reported to
the AC twice each year. During the year 2013, no major
issue but areas for improvement have been identified and
appropriate measures taken. The AC reports its work to
the Board on a semi-annual basis.

Audit Committee

It is the responsibility of the Board to establish formal
and transparent arrangements for considering how it
will apply the financial reporting and internal control
principles and for maintaining an appropriate relationship
with the Bank’s auditors.

The Bank has established an AC with specific written
Terms of Reference which deal clearly with its authority
and duties. The Terms of Reference of the AC have
included the duties set out in Code Provisions C.3.3,
C.3.7 and D.3.1 of the CG Code, with appropriate
modifications where necessary.

The AC is delegated by the Board with the responsibility
of monitoring and overseeing the corporate governance
functions of the Bank as set out in Code Provision D.3.1
of the CG Code.

As laid down in the Terms of Reference, the AC is
responsible for reviewing corporate governance functions,
financial controls, internal control and risk management
systems, the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
accounting and financial reporting function, annual report
and accounts, and half-year interim report.

All the members of the AC are INEDs. This Committee is
chaired by Winston LO Yau-lai. The other members are
Allan WONG Chi-yun, WONG Chung-hin, Kenneth LO
Chin-ming, William DOO Wai-hoi and Valiant CHEUNG
Kin-piu.

ACMs are held at least three times a year. The Chairman
& Chief Executive, Deputy Chief Executives, other Senior
Executives, and the external auditors were invited to
attend these meetings. During the year, the external
auditors held meetings with the AC, without the presence
of the Chairman & Chief Executive, Deputy Chief
Executives and the other Senior Executives.

The AC is accountable to the Board and the minutes
of the ACM are kept by the Company Secretary. Draft
and final versions of minutes of the ACM will be sent
to all members of the AC for their comment and record
respectively, in both cases within a reasonable period after
the meetings.

The number of meetings held by the AC and attendance
of individual members at ACM in 2013 is recorded on
page 64.

The following is a summary of the work performed by the
AC during and for the year 2013:

e Reviewed and endorsed the policies and practices
under the Bank’'s CG Framework, including
the Corporate Governance Policy and made
recommendations to the Board, where appropriate;
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e Reviewed the training and continuous professional
development of Directors and Senior Management.

e Reviewed the policies and practices on compliance
with legal and regulatory requirements;

e Reviewed the code of conduct and compliance
manual applicable to employees and Directors;

e Reviewed the status of compliance with the CG Code
and disclosure in the Corporate Governance Report;

e Met with the external auditors to discuss the general
scope of their audit work;

e Reviewed External Auditors’ 2013 annual audit plan;

e Reviewed external auditor’'s management letter and
management’s response;

e Reviewed and approved the appointment of external
auditors for providing non-audit services to the Group;

e Reviewed the Auditors’ Independent Assurance
Reports in respect of the Bank’s financial disclosures
under the Banking (Disclosure) Rules for 2012 and for
the six months ended 30th June, 2013;

e Reviewed and recommended to the Board for
approval of the audit fee proposal for the Group for
2013;

e Recommended to the Board to re-appoint KPMG as
the Group’s external auditors for 2013,

e Reviewed the internal audit reports covering the
evaluation of internal controls, including the adequacy
of resources, qualifications and experience of the
staff of the Bank’s accounting and financial reporting
function, and their training programmes and budget;
internal control systems; and compliance with the CG
Code;

e Reviewed the Auditor’s Report regarding the internal
control systems for 2012 prepared under section
63(3A) of the Banking Ordinance;

e Reviewed the on-site examination reports of the
HKMA,

e Reviewed the Interim Report and the interim results
announcement for the six months ended 30th June
2013;

e Reviewed the audited accounts and final results
announcement for 2013;

e Reviewed and approved Group internal audit plan for
2014; and

¢ Met with the HKMA to exchange views.

All matters raised by the AC have been addressed by the
Management. The work and findings of the AC have
been reported to the Board. During the year, no issues
brought to the attention of the Management and the
Board were of sufficient importance to require disclosure
in the Annual Report.

The Board agreed with the AC’s proposal for the
re-appointment of KPMG as the Group’s external auditor
for 2014. The recommendation will be presented for the
approval of shareholders at the 2014 AGM.

No former partners of the Bank’s external auditors is
acting as a member of the AC before expiry of a period of
one year commencing the later of the date of his ceasing
to be a partner of the firm or to have any financial interest
in the firm.

The AC has made available its Terms of Reference, on the
websites of the HKEx and the Bank, explaining its role
and the authorities delegated to it by the Board.

The AC is provided with sufficient resources, including
the advice of external auditors and Internal Audit
Department, to discharge its duties.

The Bank has established the Policy on Appointment
of External Auditor for Provision of Non-Audit Services,
setting out the principles by which an external auditor
may be appointed to provide non-audit services, with
a view to ensuring the independence of the external
auditor.

Auditor’s Remuneration

During 2013, the fees paid or payable to KPMG, the
Bank’s external auditor, and its associates for providing
non-audit services amounted to approximately HK$5.1
million, which included the following items:

e Review and consultancy services: HK$2.4 million;

e Services made at the request of regulators: HK$0.7
million;

e Taxation services: HK$1.7 million; and
e Other services: HK$0.3 million.

The fee paid or payable to KPMG for providing audit
service of the Group is HK$15 million.

Risk Committee

To further enhance the Group's risk management
framework, and in line with the best practices encouraged
by the HKMA, in April 2013 the Bank set up the RIC to
deal with risk management related issues, in particular
strategic issues, of the Group, including risk appetite, risk
management strategies, risk management framework,
risk management policies and risk profile. The RIC is
established with specific written Terms of Reference which
deal clearly with its authorities and duties.
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The RIC is assisted by the Risk Management Committee
and specialised risk management committees, namely
Credit Committee, Asset and Liability Management
Committee and Operational Risk Management
Committee, to deal with daily management of risk-related
issues; and by the Crisis Management Committee to deal
with crisis management.

A majority of the members of the RIC are NEDs (including
INEDs). The Committee is chaired by David LI Kwok-po.
The other members are Aubrey LI Kwok-sing, Winston LO
Yau-lai, Eric LI Fook-chuen and Valiant CHEUNG Kin-piu.

The number of meetings held by the RIC and the
attendance of individual members at RICM in 2013 is
recorded on page 64.

The following is a summary of the work performed by the
RIC during and for the year 2013:

e Reviewed the Group’s Risk Appetite Statement;

e Reviewed the Group’s risk management strategies;
¢ Reviewed and monitored the Group’s risk profiles;

e Reviewed the Group’s risk management framework;
e Reviewed the Group Risk Management Policy,

e Reviewed the Internal Capital Adequacy Assessment
Process;

e Reviewed the stress-testing results for major risks;
e Reviewed the RIC Report;

e Reviewed regulatory updates on risk management
related issues and considered their probable material
implications to the Group;

e Reviewed the Terms of Reference of the RIC, Crisis
Management Committee, Risk Management
Committee, Credit Committee, Asset and Liability
Management Committee and Operational Risk
Management Committee; and

e Oversaw the implementation of risk management
policies and compliance with respective statutory rules
and regulations.

The RIC has made available its Terms of Reference, on the
website of the Bank, explaining its role and the authorities
delegated to it by the Board.

The RIC is provided with sufficient resources including the
advice of independent professional firms, if necessary, to
discharge its duties.

D. DELEGATION BY THE BOARD

Board Committees

Board Committees are established to deal with matters
as sufficiently prescribed in respective terms of reference.
Apart from the AC (particulars are disclosed under section
C), the RC (particulars are disclosed under section B),
the NC (particulars are disclosed under section A), and
the RIC (particulars are disclosed under section C), the
Board has also established the following 9 specialised
Board Committees, each of which has specific roles and
responsibilities delegated by the Board:

1. Sealing Committee is responsible for directing the
usage and custody of the Bank’s common seal;

2. Executive Committee is responsible for reviewing
all major functions and critical issues relating to the
businesses and operations of the Group;

3. Policy Committee is responsible for discussing
and formulating various strategies and policies for
managing businesses and operations of the Group;

4. Risk Management Committee is responsible for
assisting the RIC in the daily management of risk-
related issues of the Group including risk profile,
regulatory updates and stress-testing;

5. Credit Committee is responsible for dealing with all
credit risk related issues of the Group;

6. Operational Risk Management Committee is
responsible for dealing with all issues related to
operational, legal and reputation risks of the Group;

7. Asset and Liability Management Committee is
responsible for dealing with all issues related to
market, interest rate, liquidity, strategic risks and
capital management of the Group;

8. Crisis Management Committee is responsible for
dealing with the Group’s management of crisis
scenarios which jeopardise or have the potential
to jeopardise the Group in its reputation, liquidity/
financial position and business continuity; and

9. Investment Committee is responsible for reviewing
and formulating investment strategies as well as
making investment decisions in respect of fixed
income, equity and equity related investments for the
Bank, and The Bank of East Asia, Limited Employees’
Provident Fund.

The Terms of Reference of the AC, the RC, the NC, and
the RIC require such Board Committees to report back
to the Board on their decisions or recommendations.
Material matters will be reported to the Board by the
other Board Committees according to their respective
Terms of Reference.
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Management functions

While the Board is responsible for formulating overall
strategy to guide and monitor the performance of the
Group, the management of day-to-day operation of the
Group's businesses and implementation of the strategy
and direction set by the Board has been delegated to the
Management.

The Bank has established a Schedule of Matters Reserved
to the Board for Decision ("Schedule”) to formalise the
matters reserved for the Board's approval and delegation
of power to the Management and Board Committees.
The Schedule will be reviewed periodically to ensure that
it remains appropriate to the Bank’s needs.

E. COMPANY SECRETARY

The Company Secretary is responsible for, among other
things, ensuring that Board procedures are observed,
and that the Articles of Association, relevant rules and
regulations, including requirements of the Listing Rules,
Companies Ordinance and Disclosures of Interests under
the SFO, are complied with. The Company Secretary
assists the Chairman and the Board in implementing
and strengthening corporate governance practices and
processes of the Bank. All Directors have access to the
advice and services of the Company Secretary.

The Company Secretary assists the Chairman in
ensuring efficient information flow within the Board and
Board Committees and between Directors and Senior
Management. The Company Secretary is responsible
for facilitating induction programme of new Directors
and the continuous professional development of existing
Directors. The Company Secretary assists the Chairman
of the Board and Chairmen of the Board Committees® in
the development of the agendas for the Board and Board
Committee meetings. He also attends and prepares
minutes for Board and Board Committee meetings.

The Company Secretary is an employee of the Bank and
reports directly to the Chairman & Chief Executive. The
Board approves the selection, appointment or dismissal of
the Company Secretary. During the year, the Company
Secretary undertook over 15 hours of professional training.

F. SHAREHOLDERS' RIGHTS &
INVESTOR RELATIONS

Communication with Shareholders

The Bank recognises the importance of maintaining
continuous communication with shareholders and has in
place a Shareholders Communication Policy which sets
out the practices in relation to communication with the
shareholders and the investment community. Such Policy
which is published on the website of the Bank, shall be
reviewed by the AC and the Board on a regular basis to
ensure its effectiveness.

In order to ensure shareholders and investors have fair,
timely and simultaneous access to the Bank’s information,
the Bank through various channels, including its website
(www.hkbea.com), provide shareholders and investors
timely access and continuous disclosure of the Bank’s
announcements, financial results, and press release. The
Bank also hold press conference to present half-year and
full-year financial results to the media and analysts.

The Bank welcomes shareholders’ views and concerns
relating to the Group’s management and governance.
Shareholders may at any time send their enquiries to the
Board by addressing to the Bank’s Company Secretary at
the Bank’s registered address or email at info@hkbea.com.

General Meetings

The Board endeavours to maintain an ongoing dialogue
with shareholders and, in particular, uses the AGMs or
other general meetings which provide a useful forum
for shareholders to exchange views with the Board. The
Chairman of each of the AC, NC, RC and RIC, external
auditors, Senior Management and legal advisors, are also
present to answer shareholders’ questions.

Shareholders are informed of details about the AGM
through published notices or circulars sent to all
shareholders and are requested to participate and openly
communicate their views on matters relating to the Bank.
Separate resolutions are proposed at general meetings
for each substantial issue, including the election and
re-election (as the case may be) of individual Directors. An
explanation of the detailed procedures of conducting a poll
will be provided to shareholders at the AGM, to ensure
that shareholders are familiar with such procedures.

6 Those Board Committees of which the Company Secretary is the appointed secretary.
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The Bank has provided detailed information on the
Bank’s 2013 AGM held on 30th April, 2013 in a circular
to shareholders which included Notice of the AGM,
information on the retiring Directors who were eligible
for re-election at the 2013 AGM, re-designation of KHOO
Kay-peng as an INED and explanatory statement on
repurchase of shares. All the resolutions were proposed
on each substantially separate issue and were voted on by
poll and approved by the shareholders of the Bank. The
Bank had engaged KPMG to act as the scrutineer for the
poll voting. The results of the poll voting were posted on
the websites of HKEx and the Bank on the same day of
the 2013 AGM.

The Bank’s 2014 AGM will be held on Friday, 2nd May,
2014 at 11:30 a.m., the notice of which will be sent to
shareholders at least 20 clear business days before the
meeting. Please refer to the circular to shareholders
for the 2014 AGM which will be despatched to the
shareholders on or around 25th March, 2014 for
further details.

Convening of extraordinary general
meeting on requisition

Subject to the New Companies Ordinance, Directors of
the Bank shall on the request of shareholders of the Bank
who represent at least 5% of the total voting rights of all
the members having a right to vote at general meetings,
forthwith proceed to convene an extraordinary general
meeting of the Bank. Each request must state the general
nature of the business to be dealt with at the meeting,
the name and contact details of the person making the
request, must be authenticated by the person making
it and may be sent to the Bank in hard copy form or in
electronic form. Shareholders may include the text of a
resolution that may properly be moved and is intended to
be moved at the meeting. The Bank will take appropriate
actions and make necessary arrangements in accordance
with the requirements of the New Companies Ordinance
once a valid request is received.

For further details, shareholders may refer to the
requirements as set out in the New Companies Ordinance.

Nomination of Directors by Shareholders

Shareholders are allowed to propose a person other than
a retiring Director of the Bank to be elected as a Director
at a general meeting. A notice in writing shall be given
to the Company Secretary of the Bank by the shareholder
(not being the person to be proposed) entitled to attend
and vote at the meeting for which such notice is given of
his/her intention to propose such person for election and
also notice in writing signed by the person to be proposed

of his willingness to be elected. Such notice must be
sent to the Company Secretary of the Bank within 7 days
after the day of despatch of the notice of the general
meeting (or such other period, being a period of not less
than 7 days, commencing no earlier than the day after
the despatch of the notice of such meeting and ending
no later than 7 days prior to the date appointed for such
meeting). The Procedures for Nomination of Directors by
Shareholders are published on the website of the Bank.

Investors Relations

In accordance with the Shareholders Communication
Policy, the Bank maintains an open and regular dialogue
with institutional and individual shareholders, fund
managers, analysts and the media through an effective
corporate communication system which provides
transparent, regular and timely public disclosures
on the Group’s latest developments and strategies
through different means. Apart from the AGMs, other
communication channels include:

e the Group’s website at www.hkbea.com;
e annual and interim reports, and press releases;
e announcements, notices and circulars;

e press conferences after the announcement of interim
and final results for media and analysts;

* meetings with analysts; and

e roadshows.

G. RELATED PARTY TRANSACTIONS

Details of the material related party transactions are
provided under Note 49 to the Financial Statements.
These transactions were entered into by the Bank
in the ordinary and usual course of business and on
normal commercial terms and, if constituted connected
transactions or continuing connected transactions, are
exempt from the relevant disclosure requirements under
Chapter 14A of the Listing Rules.

H. RESPONSIBILITIES OF DIRECTORS
FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledged that they are responsible for
the preparation of the consolidated financial statements
of the Bank. During the year, in strict compliance with
relevant provisions, the Bank published the 2012 Annual
Report and the 2013 Interim Report as scheduled.
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The Bank of East Asia Group integrates environmental,
social, and governance concerns into its business and
operations with the aim of aligning the interests of its
employees, customers, other stakeholders, and the society
at large.

This Corporate Social Responsibility Report highlights
the major milestones and achievements of the Group in
2013. Each year, BEA also issues a standalone review of
the Group’s CSR activities, and makes the review available
via the BEA homepage at www.hkbea.com.

During the period under review, BEA took an important
step toward establishing a Group-wide CSR strategy
by creating the BEA Group CSR Task Force. Comprising
representatives of the Bank’s divisions and major Group
members, the Task Force is responsible for developing
a systematic framework for the Group’s approach to
CSR. As its first major project, the Task Force drove the
development of a Group-wide CSR Policy. This policy,
which sets out BEA's CSR strategies and objectives, has
been published on the Bank’s website.

THE BANK OF EAST ASIA, LIMITED

Employees

We regard our employees as our most important
asset. We strive to ensure that our over 12,000-strong
workforce enjoys a healthy and supportive working
environment, and that each individual has opportunities
to apply his or her talent and find professional fulfilment.
To attract, retain, and motivate employees, BEA provides
a comprehensive range of staff benefits.

To ensure that staff members are well informed about a
variety of corporate and employee issues, the Bank issues
two regular e-newsletters, namely the staff e-newsletter
and the BEA CSR e-Newsletter. In December 2013, the
Bank conducted its first-ever online CSR survey to gauge
staff members’ views on BEA's CSR efforts. The results of
the survey will be incorporated into BEA's CSR Report for
2013. More than 200 staff members shared their views
on the Bank’s employee wellness programmes in a second
survey conducted in December. The results of the survey
will help BEA determine the direction and scope of future
wellness programmes.

The “Smart Suggestion Award” Programme continued
to be popular among staff members in 2013. During the
year, over 130 submissions were received by the Bank,
and the winning suggestions have already been or are in
the process of being implemented.

To promote a healthy work-life balance, the Bank
organised 15 wellness talks on a variety of subjects
during the year. Weekend outings were also arranged
for staff members’ enjoyment and personal enrichment.
More than 30,000 participants joined over 50 activities
organised by the Banks’ Staff Sports and Recreation Club
in 2013.

Recruitment and Outreach Programmes

Throughout the year, BEA helps university graduates and
others gain work experience by holding career talks and
recruitment days at educational institutions and non-
governmental organisations. BEA staff members also
assist students by participating in mock interviews, to help
students prepare for their job search.

The Bank provides a fully-equipped gym at BEA
Tower for the exclusive use of employees.
RERTERBRITHORERBTENRSE
HESER -

In 2013, more than 200 classroom and online courses were
conducted on a wide range of work-related topics for staff members.
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For the second consecutive year, BEA supported Arch Community Outreach by organising a
4-day banking career programme for Form 5 students from under-resourced communities.
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Community Involvement

BEA is committed to supporting the communities it serves
through donations, volunteering, and other actions.

Education

BEA has a long tradition of supporting students to better
themselves through education. The Bank also supports
the pursuit of knowledge in general, by providing research
grants for major universities in Hong Kong, including
the Hong Kong University of Science and Technology’s
Institute for Advanced Study and The Chinese University
of Hong Kong’s Institute of Global Economics and
Finance.

In January 2013, experts from the Bank shared their
knowledge and expertise with heads of disadvantaged
and single-family households at the Financial Education
Workshop organised by The Hong Kong Association of
Banks, in co-operation with The Hong Kong Council of
Social Service.

Health

Health is another core focus of BEA. In 2013, the Bank
supported a wide range of organisations including the
Haven of Hope Christian Service, the Hong Kong Cancer
Fund, the Hospital Authority, and United Christian
Medical Service.

The Bank and its staff supported a number of charitable events organised by
The Community Chest in 2013 including Dress Casual Day in September 2013.

£2013% - ATRETETL2RT AASBRNZHEASEY - BER
20139 AT RS ERA] -

& BEARDR;

Social Welfare

A longstanding supporter of The Community Chest
of Hong Kong, BEA was actively involved in many
programmes organised by the Chest in 2013, including
the Corporate and Employee Contribution Programme
2012/2013, Hong Kong and Kowloon Walk, The
Community Chest Wheelock Swim for a Million (together
with the Tricor Group), and Dress Casual Day.

Other events supported by BEA in 2013 included the
Headquarters Redevelopment Project of the Hong Kong
Red Cross, “Hike for Hospice” organised by the Society
for the Promotion of Hospice Care, Po Leung Kuk's
Charity Walk and Carnival, and the UNICEF Charity Run
2013 (together with the Tricor Group) at Hong Kong
Disneyland Resort.

Arts & Culture

BEA sponsored a variety of arts and cultural events in
2013 including “Le French May 2013" organised by the
Association Culturelle France — Hong Kong. The Bank
also served as title sponsor for the Hong Kong Repertory
Theatre’s production, “A Bowlful of Kindness”, which
was performed in Hong Kong, Guangzhou, and Shanghai
in October and November 2013.

Professor Ching W. Tang was
appointed as the first IAS Bank of East
Asia Professor in November 2013.

20136 11 A + B EHIRERE
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Teams representing BEA and Tricor Group competed in The
Community Chest Wheelock Swim for a Million in October 2013.
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BEA served as title sponsor for the Hong Kong Repertory Theatre's “A Bowlful of Kindness” in the fourth quarter of 2013.
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Staff Volunteering

BEA's cross-divisional Volunteer Team recorded more
than 3,700 staff volunteering hours in 2013. Major
projects included:

e Stargaze Camp, organised by the Volunteer Service
of the Hong Kong Government’s Social Welfare
Department in October, and

e a New Year Party for St. Mary’s Home and Visit to St.
Joseph’s Home, jointly organised with Little Sisters of
the Poor.

To provide underprivileged children with access to quality
reading material, the Volunteer Team launched the “Books
for Kids” programme in November 2013, collecting over
1,000 books from staff members and distributing them
to the Ronald McDonald House Charities of Hong Kong,
Children’s Cancer Foundation, and The Boys’ and Girls’
Clubs Association of Hong Kong.

Environment

BEA is committed to environmental protection and
sustainable development. We continuously source and
apply the latest technologies for energy efficiency in
buildings, with the aim of reducing energy consumption
and carbon emissions.

in August 2013.

The Bank began phasing out all remaining conventional
fluorescent tubes in its branches and replacing them with
LED light tubes during the year. As a result of its energy
saving initiatives, BEA achieved total energy savings of
more than 624,000 kWh in 2013 compared with 2012,
which is equivalent to a reduction of more than 430
tonnes of greenhouse gas emissions. The reduction in
energy consumption at BEA's two main office buildings
was 1.4% year-on-year, well exceeding the target of a
1.1% savings for the year.

BEA stepped up recycling efforts during the festive season
by organising recycling drives. Bank representatives
joined the Wood Recycling & Tree Conservation Scheme
organised by Hong Kong Environmental Protection
Association, collecting holiday displays including
Christmas trees and Lunar New Year peach trees and
flower pots for recycling. In recognition of its efforts to
protect the environment and conserve resources, BEA was
named a first-honour support organisation by the HKEPA.

In March 2013, BEA participated in the World Wide Fund
for Nature's “Earth Hour 2013" initiative, together with
the Bank’s Singapore Branch, BEA China, BEA Wealth
Management Services (Taiwan) Limited, and Credit Gain.
All participating units turned off non-essential lighting for
one hour, as a show of solidarity for efforts to counter
climate change.

BEA's Volunteer Team and the
Children’s Cancer Foundation
organised a “Fun Day” for young
cancer patients and their families

201348 A » RantR1THR LK
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BEA invited over 200 representatives from the Children’s Cancer Foundation, Ebenezer School, Hong Kong
Society for the Protection of Children, and New Life Psychiatric Rehabilitation Association to attend a buy-out
event at Disneyland Hong Kong, organised in partnership with Visa, in September 2013.
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As part of its efforts to ensure a

healthy working environment,
BEA conducts indoor air quality
testing in its offices each year.
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BEA's Volunteer Team held “A Day-off for Mom and Dad” in April 2013 for
families of Yat Tung Estate in Tung Chung, Lantau Island, in co-operation with

the Tung Chung Centre of the YMCA of Hong Kong.
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Customer Initiatives

In June 2013, BEA took part in HKAB’s “Banks and
the Community, We Care, We Share” campaign by
participating in a series of educational and volunteering
activities including a “Junior Banker” programme and
candy-making workshop for children with special needs.

In October, BEA signed the Treat Customers Fairly Charter.
A commitment by banks in Hong Kong to treat customers
fairly at every stage, the Charter has been endorsed by
the Hong Kong Monetary Authority. In line with the spirit
of the Charter, BEA waived dormant account fees on all
deposit accounts.

To offer assistance to the elderly, BEA supported the
Guangdong Scheme under the Social Security Allowance
Scheme by enabling elderly Hong Kong citizens residing
in Guangdong Province to remit the Old Age Allowance
from Hong Kong to Mainland bank accounts starting
from October 2013.

The Bank of East Asia Charitable
Foundation

The Bank of East Asia Charitable Foundation supports the
advancement of education. In 2013, the BEA Foundation
served as the title sponsor of the BEA Parent-Child
Reading Programme organised by the Hong Kong Sheng
Kung Hui’s Religious Education Resource Centre. In
addition to fostering interest in reading, the Programme
helped to strengthen parent-child bonds. More than 1,200
Primary 1 to 4 students, primarily from families receiving
Comprehensive Social Security Assistance, took part in
the programme. In addition, the BEA Foundation awarded
scholarships to tertiary students in recognition of their
outstanding academic achievements.

& BEA R 8R/T

THE BANK OF EAST ASIA
(CHINA) LIMITED

BEA China, the Bank’s wholly-owned subsidiary on the
Mainland, contributes to a wide range of charitable
causes in China.

The Shanghai Soong Ching Ling Foundation — BEA
Charity Fund is committed to improving educational
opportunities for children in rural areas of China through
its flagship Firefly Project. This Project provides children in
impoverished areas with access to computers and other
educational tools, offering them the same opportunities
to benefit from the digital world that their peers in more
developed regions of the country enjoy. In 2013, 11
new Firefly Centres were established, bringing the total
number of centres opened nationwide to 31 by the end
of the year. More than 19,000 “Firefly 60" backpacks
containing books and stationery have been distributed to
children on the Mainland since the establishment of the
Charity Fund in 2009. As at 31st December, 2013, the
Fund had raised a total of CNY35.62 million.

Staff members of BEA China have also participated in
teaching programmes organised through the Charity
Fund. A team of 12 volunteers from BEA China arranged
a 3-day teaching programme for students in Liuji
Secondary School in Jishishan County, Gansu Province
in May 2013. The Charity Fund also arranged volunteers
to provide summer training programmes for more than
150 teachers of rural schools in nine cities in China. In
addition, the Charity Fund awarded scholarships to 75
outstanding students of Fudan University, Sun Yatsen
University, Shenzhen Polytechnic, and Jinan University’s
Shenzhen Tourism College, who were in need of financial
assistance to continue their studies.

BEA representatives shared their knowledge with
participants in HKAB's “Junior Banker” programme.
RLRTRKREBBRTLG [RITBHABL
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The BEA Foundation served as venue sponsor for the Asia Pacific
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Regional Conference on End-of-Life and Palliative Care, which was held ; onal (’,‘n_mferel]_'"3 o Settings
in September at the successful completion of the palliative care pilot AsmLp g '.Rengr"?il?hon-g Term Care

funded by the Foundation in partnership with “la Caixa” Foundation
and The Salvation Army Hong Kong and Macau Command.
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In September 2013, the BEA Foundation and RERC launched the
BEA Parent-Child Reading Programme to foster interest in reading
and strengthen parent-child bonds.
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In support of the work carried out by NGOs, the Charity
Fund launched its 2013 Funding Plan for NGOs in May
2013. In Shanghai, the Charity Fund supported various
NGO programmes, namely the Early Rehabilitation
Project for Autistic Children organised by the Shanghai
Qingcongquan Training Centre for Children with Special
Needs, the Youth Career Development Training Camp
organised by the Shanghai Lequn Social Work Service,
and the Guided Reading Scheme of the Shanghai Smile
Youth Community Service Centre Library.

In June 2013, the Charity Fund donated CNY 100,000
in support of a project to establish “water cellars”
(underground containers designed for collecting
rainwater) to alleviate drought in Yunnan Province.

BEA China’s other charitable activities included:

- Donation of CNY1 million to help the victims of the
earthquake that struck Ya'an City, Sichuan Province
on 20th April, 2013.

- Distribution of donated stationery, educational
materials, and toys by 140 staff members, customers,
and other volunteers to underprivileged children in
19 cities nationwide in the “Making your Dreams
Come True” programme organised in celebration of
Children’s Day on 1st June.

- Delivery of five tons of food and clothing collected
from staff members and the community by Shenyang
Branch and one of its customers for the victims of the
flood that devastated villages in Qingyuan County of
Fushun City, Liaoning Province on 16th August, 2013.
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BLUE CROSS (ASIA-PACIFIC)
INSURANCE LIMITED

Blue Cross continued its close partnership with the
Hong Kong Physically Handicapped and Able-bodied
Association by taking part in the “Happy Teens, Full of
Fun Programme” for the second straight year. Designed
to help promote the integration of teenagers with and
without disabilities into society, the 2012/13 programme
served more than 900 people.

In January 2013, Blue Cross took part in the “PHAB Walk
for Integration” for the second year. In recognition of its
fundraising efforts, Blue Cross was named “top sponsor”.

CREDIT GAIN FINANCE
COMPANY LIMITED

For the third consecutive year, Credit Gain joined hands
with the Evangelical Lutheran Church Social Service-Hong
Kong to serve disadvantaged elderly residents of Kwai
Tsing district. Credit Gain employees organised a home
visit, a tea gathering, and an outing for elderly residents
during the year.

In addition, Credit Gain employees set up booths and sold
candy in the Charity Candy Campaign organised by the
Lok Sin Tong Benevolent Society Kowloon in March.

To commemorate Arbour Day,
more than 520 BEA China
employees and their friends
and family members took part
in the “Tree-planting for Blue
Sky” campaign held from
March to May 2013 by planting
approximately 400 trees in 11
cities around the country.
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BEA China collected 4,200 books, stationery,

in primary schools and orphanages around the
country in the “Book Donations for the New
Year” programme held in March 2013.
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sports equipment, and funds for needy children
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Credit Gain joined hands with the Evangelical
Lutheran Church Social Service-Hong Kong
to help disadvantaged elderly residents for

the third straight year.
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For the second consecutive year, Blue Cross supported the Hong Kong Physically
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TRICOR HOLDINGS LIMITED

In 2013, Tricor organised regular luncheon talks for staff
members on a wide range of topics including health care,
personal soft skills enhancement, and more. Tricor also
continued to offer internship opportunities to college
and university students, providing them with valuable
working experience.

Following the consolidation of its offices in Hopewell
Centre in September, Tricor Hong Kong donated used
office furniture to the Home Care for Girls and St. James’
Settlement. In October 2013, Tricor participated in
HKRC’s “Run for Red” fundraising event. In November,
the Company hosted its annual corporate governance
seminar, which was attended by 1,200 clients and
business associates at the Hong Kong Convention and
Exhibition Centre.

In September, Tricor Malaysia participated in The Edge-
Bursa Malaysia Kuala Lumpur Rat Race 2013 for the
fourth consecutive year and its Penang office helped
raise funds for the blind in a fundraising event organised
by the St. Nicholas Home. In November, Tricor Malaysia
organised its 9th Tricor Tax & Corporate Seminar in Kuala
Lumpur, which was well received by the Company’s clients
and business associates.

BEA GROUP’S CSR ACHIEVEMENTS
IN 2013

BEA

e “President’s Award” (for the 14th straight year)
- The Community Chest

e Named “Caring Company” (for the 10th straight year)
- HKCSS

e “Corporate Social Responsibility Award” in the Best
Practice Awards Programme 2013
- Best Practice Management

e “Distinguished Green Bank Award” in the Green
China Award Programme 2013
- Wen Wei Po, the United Nations’ Environment
Programme Foundation, and environmental
agencies in Mainland China, Taiwan, and Macau

¢ Gold Organisation Volunteer Movement Certificate
- Hong Kong Government’s Social Welfare
Department - Central Office for Volunteer Service

The Community Chest's
"President’s Award”

N A NS

N2 R |

sident's Award 2012/2013 ’

B Pasetea o

HERT i

The Bank of East Asia !

Tricor supported “Free Ride Day” in
Hong Kong, which enabled members
of the general public to enjoy free
rides on trams and Star Ferry routes
throughout the day.

EEE  FERY [LETBEMA]
EE)  EMREAYA R ERLES
RRE/NE




SEEEERLQTE

F2013F  SERTEERE T FEBE  BRFRE
FERTHE A B RE S AN, o SN - SEET— BRI -
BEBER/RBRAERRBARHEERS  FMfIE
BE R TIFESR °

20139 ' EERBEREBENEETEMFALE -
BHEOHERAERABRTEE R RERSEE
R0 EESMTEBLTTSENMN [Run
forRed] EFENE 1A BEEBTESHES
DREB—F-ENTEEARMFTE - %3] T 1,2001z
BEPRAEERHELFESM -

EO A FEHFKAREEZEINF LI [The Edge-

Bursa Malaysia Kuala Lumpur Rat Race 2013 ] Z8= 81 -
MEBKPEET2NTERENEAZRERNE
TEE  RERALTESER - KERNMA - 28
RADESERERT [FNESERFEDER
gl REIBRPREEBHERERR

“Distinguished Green Bank Award"” in the
Green China Award Programme 2013
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“Class of Excellence” Energywi$e Label in the
Hong Kong Awards for Environmental Excellence
programme (for BEA's Head Office Building and BEA
Tower)

“Class of Excellence” Wastewi$e Label in the HKAEE
programme (for BEA's Head Office Building and BEA
Tower)

Silver Award in the Web Accessibility Recognition

Scheme

- The Office of the Government Chief Information
Officer and the Equal Opportunities Commission

BEA China

“Best Practice of Social Responsibility Award for Year
2012" (for the second consecutive year)
- China Banking Association

“Qutstanding Charitable Project for the Year 2012"
(for BEA China’‘s Funding Plan for NGOs)
- China Banking Association

e “2013 Most Influential Financial Institution (Education
Sector) Award” in the 2013 Warm-hearted Finance
Charity Ranking
- China Business Network Co., Ltd. and Shanghai

Lujiazui Finance and Trade Zone Administration

e “Charity Compassion Award” in the 12th Pudong
New Area Charity Commonweal United Donation
Programme
- Pudong New Area Charity Commonweal United

Donation Organisation Committee

Credit Gain

e “Consumer Caring Company” in the Consumer
Caring Scheme (second consecutive year)
- GS1 Hong Kong

e “Caring Enterprise Award”
- Lok Sin Tong Benevolent Society Kowloon

¢ Right to display the “Heart to Heart Company” logo
(third straight year)
- Hong Kong Federation of Youth Groups

Silver Award in the
Web Accessibility
Recognition Scheme
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“Class of Excellence” Energywi$e Label in the Hong
Kong Awards and “Class of Excellence” Wastewi$e
Label in the HKAEE programme
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REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their annual
report together with the audited accounts for the year
ended 31st December, 2013.

PRINCIPAL PLACE OF BUSINESS

The Bank of East Asia, Limited is a licensed bank
incorporated and domiciled in Hong Kong and has its
registered office and principal place of business at 10 Des
Voeux Road Central, Hong Kong.

PRINCIPAL ACTIVITIES

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

ACCOUNTS

The profit attributable to equity holders of the Group for
the year ended 31st December, 2013 and the state of the
Bank’s and the Group’s affairs as at that date are set out
in the accounts on pages 126 to 283.

TRANSFER TO RESERVES

Profit attributable to equity holders of the Group, before
dividends, of HK$6,613 million (2012: HK$6,056 million)
has been transferred to reserves. Other movements in
reserves are set out in Note 41 on the accounts.

An interim dividend of HK$0.43 per share (2012: HK$0.43
per share) was paid on 13th September, 2013. The
Directors have declared the payment of a second interim
dividend (in lieu of final dividend) of HK$0.68 per share
(2012: a second interim dividend of HK$0.63 per share) in
respect of the financial year ended 31st December, 2013.

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$19 million (2012: HK$14 million).

FIXED ASSETS

Details of the movements in fixed assets are set out in
Note 34 on the accounts.

SHARE CAPITAL

During the year, 33,520,699 ordinary shares of HK$2.50
each were issued at HK$29.602 each and 24,101,268
ordinary shares of HK$2.50 each were issued at
HK$29.0985 each to shareholders who had elected to
receive new shares in lieu of cash dividend in respect of
the 2012 second interim dividend and the 2013 interim
dividend respectively.

During the year, 4,785,000 ordinary shares of HK$2.50
each were issued for cash of HK$118,558,750 on the
exercise of options granted under the approved Staff
Share Option Schemes.

DEALINGS IN LISTED SECURITIES
OF THE BANK

There was no purchase, sale or redemption by the Bank
or any or its subsidiaries, of listed securities of the Bank
during the year ended 31st December, 2013.

DIRECTORS

The present Directors are shown on page 58.

In accordance with the Articles of Association, any
Director elected by the Bank by ordinary resolution shall
be elected for a term of not more than approximately
three years expiring at the conclusion of the annual
general meeting of the Bank held in the third year
following the year of his appointment and on expiration of
his term he shall be deemed a retiring Director and eligible
for re-appointment. Accordingly, Arthur LI Kwok-cheung,
Thomas KWOK Ping-kwong, Richard LI Tzar-kai,
William DOO Wai-hoi and KUOK Khoon-ean will retire,
and, being eligible, offer themselves for re-election at the
2014 AGM.

Peter LEE Ka-kit was appointed a Non-executive Director
on 1st May, 2013 to fill the vacancy left by LEE Shau-
kee who resigned as an INED with effect from 24th April,
2013. Peter Lee will offer himself for re-election at the
2014 AGM.
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As approved by the Shareholders at 2013 AGM held on
30th April, 2013, KHOO Kay-peng was re-designated
as an INED with effect from the conclusion of the
2013 AGM. The NC has assessed the independence
of Dr. Khoo who has served the Board for more than
nine years. Save for his current role as an INED, Dr. Khoo
had not held any executive or management role and is
not involved in the daily management of the Bank or
with other members of the Bank Group, nor is he in
any relationship or circumstances which would interfere
with the exercise of his independent judgment. Dr. Khoo
has demonstrated his ability to provide an independent,
balanced and objective view in respect of the affairs of
the Bank. Dr. Khoo has provided a written confirmation
of independence to the Bank. The Board is satisfied that
Dr. Khoo meets the independence requirements of the
Listing Rules notwithstanding the length of his service
with the Bank and believes that Dr. Khoo's knowledge
and experience will continue to benefit the Bank and the
Shareholders as a whole.

Details of the Directors to be re-elected at the 2014
AGM are set out in the circular to the shareholders sent
together with this Annual Report.

No Director proposed for re-election at the 2014 AGM
has an unexpired service contract that is not determinable
by the Bank or any of its subsidiaries within one year
without payment of compensation, other than normal
statutory obligations.

David LI Kwok-po is employed as the Chief Executive of
the Bank. His existing three-year term service contract
commenced in April 2012 and will expire in March 2015.

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 that 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(q)(iv) and
39 on the accounts.

The Bank has received independence confirmations from
the INEDs, namely: Allan WONG Chi-yun, WONG Chung-
hin, LEE Shau-kee!, Winston LO Yau-lai, KHOO Kay-peng?,
Thomas KWOK Ping-kwong, Kenneth LO Chin-ming,
William DOO Wai-hoi, KUOK Khoon-ean and Valiant
CHEUNG Kin-piu and considers them to be independent.

The Chairman received HK$400,000, each of the Deputy
Chairmen received HK$280,000 and each of the other
Directors (including the INEDs) received HK$260,000, as
director’s fees for the year ended 31st December, 2013.

The fees to the Director who resigned or was appointed
during 2013 were paid in accordance with their length
of service.

CORPORATE GOVERNANCE

Being the largest independent local bank in Hong
Kong, the Bank is committed to maintaining the highest
corporate governance standards. Information on the
corporate governance practices adopted by the Bank is
set out in the Corporate Governance Report.

" During the period from 1st January, 2013 up to and including 23rd April, 2013
2 From the conclusion of the 2013 Annual General Meeting held on 30th April 2013
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

As at 31st December, 2013, the interests and short positions of the Directors and Chief Executive of the Bank in the
shares, underlying shares and debentures of the Bank and its associated corporations as recorded in the register required
to be kept under section 352 of the SFO (the “Register”) were as follows:

I. Long positions in ordinary shares of the Bank:

% of issued

Name Capacity and nature No. of shares Total share capital
David LI Kwok-po Beneficial owner 59,979,318

Interest of spouse 1,811,380

Interest of corporation 164,935 61,955,633" 2.71
Arthur LI Kwok-cheung Beneficial owner 10,646,183

Founder of discretionary trust 14,936,203 25,582,3862 1.12
Allan WONG Chi-yun Beneficial owner 379,644

Interest of spouse 136

Founder of discretionary trust 14,236,889 14,616,6693 0.64
WONG Chung-hin Beneficial owner 51,491

Interest of spouse 378,544 430,035 0.02
Aubrey LI Kwok-sing Beneficial owner 25,730

Interest of spouse 20,513

Beneficiary of discretionary trust 34,855,063 34,901,306° 1.53
Winston LO Yau-lai - - Nil Nil
KHOO Kay-peng - - Nil Nil
Thomas KWOK Ping-kwong - - Nil Nil
Richard LI Tzar-kai Interest of corporation 128,600 128,600 0.01
Kenneth LO Chin-ming - - Nil Nil
Eric LI Fook-chuen Beneficial owner 4,946,893

Founder and beneficiary of 24,008,353

discretionary trust

Interest of corporation 9,411,877 38,367,1237 1.68
Stephen Charles LI Kwok-sze  Beneficial owner 12,136,286

Interest of children 566,513

Beneficiary of discretionary trusts 2,432,667 15,135,4668 0.66
William DOO Wai-hoi - - Nil Nil
KUOK Khoon-ean - - Nil Nil
Valiant CHEUNG Kin-piu - - Nil Nil
Isidro FAINE CASAS - - Nil Nil
Peter LEE Ka-kit Interest of corporation 679,000

Beneficiary of discretionary trust 1,779,000° 0.08

1,100,000
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Notes:

1 David LI Kwok-po was the beneficial owner of 59,979,318 shares and he was deemed to be interested in 1,811,380 shares through
the interests of his spouse, Penny POON Kam-chui. He was also deemed to be interested in 164,935 shares held by David Li Kwok-po
Charitable Foundation Limited, a charitable institution of which David LI Kwok-po is a director and the sole member.

2 Arthur LI Kwok-cheung was the beneficial owner of 10,646,183 shares. Arthur LI Kwok-cheung made a voluntary disclosure of
14,936,203 shares held by a discretionary trust of which he is the founder but has no influence on how the trustee exercises his
discretion.

3 Allan WONG Chi-yun was the beneficial owner of 379,644 shares and he was deemed to be interested in 136 shares through the
interests of his spouse, Margaret KWOK Chi-wai (deceased). He was also deemed to be interested in 14,236,889 shares held by a
discretionary trust, Allan Wong 2011 Trust, of which Allan WONG Chi-yun is a founder and an eligible beneficiary.

4 WONG Chung-hin was the beneficial owner of 51,491 shares and he was deemed to be interested in 378,544 shares through the
interests of his spouse, LAM Mei-lin.

5 Aubrey LI Kwok-sing was the beneficial owner of 25,730 shares and he was deemed to be interested in 20,513 shares through the
interests of his spouse, Elizabeth WOO. The remaining 34,855,063 shares were held by The Fook Wo Trust, a discretionary trust in which
Aubrey LI Kwok-sing is one of the discretionary beneficiaries.

6  Richard LI Tzar-kai was deemed to be interested in 128,600 shares which were held by PineBridge Investments LLC (“PBI LLC") in its
capacity as an investment manager. PBI LLC is an indirect subsidiary of Chiltonlink Limited which is 100% owned by Richard LI Tzar-kai.

7 Eric LI Fook-chuen was the beneficial owner of 4,946,893 shares, and 24,008,353 shares were held by New Jerico Limited. Eric LI Fook-
chuen is the sole director of New Jerico Limited. The only one share in New Jerico Limited is held by The New Elico Trust, of which Eric LI
Fook-chuen is the founder and a discretionary beneficiary. Eric LI Fook-chuen was also deemed to be interested in 9,411,877 shares held
by The Kowloon Dairy Limited of which he is the Chairman and Chief Executive Officer.

8 Stephen Charles LI Kwok-sze was the beneficial owner of 12,136,286 shares, and he was deemed to be interested in 566,513 shares
through the interests of his children under the age of 18. Of the remaining 2,432,667 shares, (i) 2,227,000 shares were held by a
discretionary trust, Settlement of Dr. Simon F. S. LI, of which Stephen Charles LI Kwok-sze, his spouse and his children under the age of
18 were beneficiaries and (ii) 205,667 shares were held by a discretionary trust, Longevity Trust, of which his children under the age of
18 were beneficiaries.

9  Of these 1,779,000 shares, 679,000 shares were owned by Golf Limited which in turn is wholly-owned by Peter LEE Ka-kit. He was also
deemed to be interested in 1,100,000 shares (“Deemed Shares”). The Deemed Shares were beneficially owned by a subsidiary of The
Hong Kong and China Gas Company Limited (“HKCG") and Peter LEE Ka-kit is a director of HKCG and a discretionary beneficiary of the
discretionary trusts which indirectly control more than one third of the voting power at the general meeting of HKCG.

Il. Long positions (in respect of equity derivatives) in underlying shares of the Bank:

Shares options, being unlisted physically settled equity derivatives, to subscribe for the ordinary shares of the Bank
were granted to David LI Kwok-po pursuant to the approved Staff Share Option Schemes. Information in relation
to these shares options during the year ended 31st December, 2013 was shown in the following section under the
heading “Information on Share Options”.

lll. Interests in Hybrid Tier | Capital Instruments:

Allan WONG Chi-yun was the beneficial owner of the following capital instruments®et:

Issuer Type/Class of securities Amount of debentures  No. of shares
The Bank of East Asia, Limited  Subordinated Notes US$7,000,000 -
Innovate Holdings Limited Preference Shares - 7,000
The Bank of East Asia, Limited  Substitute Preference Shares (unissued) - 7,000

Note: In November 2009, the Bank issued capital instruments qualifying as hybrid tier 1 capital with a face value of US$500 million. The
capital instruments comprise 8.5% step-up subordinated notes due 2059 issued by the Bank (the “2059 Notes”) stapled with perpetual
non-cumulative step-up preference shares of no par value issued by Innovate Holdings Limited, a wholly-owned subsidiary of the Bank (the
“Innovate Preference Shares”). The 2059 Notes and the Innovate Preference Shares are listed as stapled units on the Singapore Stock
Exchange. The Substitute Preference Shares (being perpetual non-cumulative step-up preference shares having a par value of US$1,000
each) are created, and to be issued by the Bank upon the occurrence of a Substitution Event (as defined in the circular to shareholders
of the Bank dated 11th November, 2009) as one of the terms of the issue of the 2059 Notes and the Innovate Preference Shares.

Save as disclosed above, no other interest or short position in the shares, underlying shares or debentures of the Bank or
any of its associated corporations were recorded in the Register.
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INFORMATION ON SHARE OPTIONS

Information in relation to share options disclosed in accordance with the Listing Rules was as follows:

(1) Movement of share options during the year ended 31st December, 2013:

Number of Share Options

Date of = Outstanding Outstanding

Name Grant at 1/1/2013 Granted Exercised Lapsed at 31/12/2013
David LI Kwok-po 05/5/20082 2,200,000 - - 2,200,000 Nil
06/7/2010? 2,000,000 - 2,000,000¢ - Nil

05/5/2011° 666,000 - - - 666,000

05/5/2011° 666,000 - - - 666,000

05/5/2011° 668,000 - - - 668,000

10/5/2012° 666,000 - 100,000¢ - 566,000

10/5/2012° 666,000 - - - 666,000

10/5/2012° 668,000™ - - - 668,000

03/5/2013¢ - 666,000 - - 666,000

03/5/2013¢ - 666,000 - - 666,000

03/5/2013¢ - 668,000 - - 668,000

Aggregate of other 05/5/2008? 1,540,000 - - 1,540,000 Nil
Employees* 05/5/20092 2,920,000 - 2,485,000 - 435,000
06/7/2010? 3,500,000 - 50,0009 - 3,450,000

05/5/2011° 1,164,000™ - - - 1,164,000

05/5/2011° 1,164,000™ - - - 1,164,000

05/5/2011° 1,172,000™ - - - 1,172,000

10/5/2012° 1,164,000™ - - - 1,164,000

10/5/2012° 1,164,000™ - - - 1,164,000

10/5/2012° 1,172,000™ - - - 1,172,000

03/5/2013¢ - 1,164,000 - - 1,164,000

03/5/2013¢ - 1,164,000™ - - 1,164,000

03/5/2013¢ - 1,172,0007 - - 1,172,000

Other Participants** 05/5/2008? 330,000 - - 330,000 Nil
06/7/20102 250,000 - 100,000¢ - 150,000

05/5/2011° 150,000™ - 50,0001 - 100,000

05/5/2011° 150,000™ - - 50,000 100,000

05/5/2011° 150,0007 - - 50,000 100,000

10/5/2012° 150,000™ - - 50,000 100,000

10/5/2012° 150,000™ - - 50,000 100,000

10/5/2012° 150,0007 - - 50,000 100,000

03/5/2013¢ - 50,000 - - 50,000

03/5/2013¢ - 50,000™ - - 50,000

03/5/2013¢ - 50,0007 - - 50,000

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

** Qther Participants refer to three former employees who ceased to be employees of the Bank in 2013. The share options were granted to them
prior to their cessation as employees of the Bank.
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Notes:

a Particulars of share options granted in years 2008 to 2010:

Date of Grant

Vesting Period

Exercise Period

Exercise Price Per Share
HK$

05/5/2008
05/5/2009
06/7/2010

05/5/2008 — 04/5/2009
05/5/2009 - 04/5/2010
06/7/2010 - 05/7/2011

05/5/2009 - 05/5/2013
05/5/2010 - 05/5/2014
06/7/2011 - 06/7/2015

40.09
21.25
28.49

b Particulars of share options granted in year 2011 and 2012:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
05/5/2011 T1 05/5/2011 - 04/5/2012 05/5/2012 - 05/5/2017 32.00
05/5/2011 2 05/5/2011 — 04/5/2013 05/5/2013 — 05/5/2018 32.00
05/5/2011 3 05/5/2011 — 04/5/2014 05/5/2014 — 05/5/2019 32.00
10/5/2012 T1 10/5/2012 — 09/5/2013 10/5/2013 — 10/5/2018 28.99
10/5/2012 2 10/5/2012 — 09/5/2014 10/5/2014 — 10/5/2019 28.99
10/5/2012 3 10/5/2012 — 09/5/2015 10/5/2015 — 10/5/2020 28.99

Cc  Share options granted in year 2013:

(i)  Particulars:

Exercise Price Per Share

Date of Grant Tranche Vesting Period Exercise Period HK$
03/5/2013 T1 03/5/2013 - 02/5/2014 03/5/2014 - 03/5/2019 31.40
03/5/2013 2 03/5/2013 - 02/5/2015 03/5/2015 - 03/5/2020 31.40
03/5/2013 3 03/5/2013 — 02/5/2016 03/5/2016 — 03/5/2021 31.40

(i) The closing price of the shares of the Bank on 2nd May, 2013 (being the business day immediately preceding 3rd May, 2013 on
which the options were granted) was HK$31.00.

(iii) Fair value of share options granted during the year ended 31st December, 2013 and the assumptions are set out in Note 39 on the

accounts.

d The 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, 2013:

Exercise Price Per Share

AWA Closing Price

Date of Grant No. of Options Exercised HK$ HK$
05/5/2009 2,485,000 21.25 31.80
06/7/2010 2,150,000 28.49 32.03
05/5/2011 50,000 32.00 32.90
10/5/2012 100,000 28.99 33.70

(2) No share options were cancelled during the year ended 31st December, 2013.

(3) The accounting policy adopted for share options is set out in Note 2(q)(iv) on the accounts.

Save as disclosed above, as at 31st December, 2013, 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.

INFORMATION ON SHARE OPTION SCHEME

The following is a summary of the 2011 Scheme disclosed in accordance with the Listing Rules:

1. Purpose of the 2011 Scheme:

(@ The 2011 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 2011 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.
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2. Participants of the 2011 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 2011 Scheme and % of issued share capital at 31st
December, 2013:

The total number of shares available for issue under the 2011 Scheme is 102,251,616 ordinary shares representing
4.47% of the issued share capital at 31st December, 2013.

4. Maximum entitlement of each participant under the 2011 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 2011 Scheme or any other schemes (which are subject to regulation under Chapter 17 of the Listing Rules)
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 2011 Scheme.

5. The period within which the shares must be taken up under an option:

Beginning on the vesting date of such options, the date on which such option is vested and becomes exercisable,
and ending on the fifth anniversary of the vesting date thereof, except as provided otherwise in the rules of the 2011
Scheme.

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 vesting date 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:

N/A

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

(@) the closing price of the Bank’s ordinary 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 ordinary 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

(©)  the nominal value of the Bank’s ordinary shares.
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9. Vesting of Options:

Save as provided otherwise in the rules of the 2011 Scheme, an option granted under the 2011 Scheme shall be
vested and become exercisable as follows:

(@  not more than one third of the option shall be vested and become exercisable on the first anniversary of the
Date of Grant;

(b)  not more than one third of the option shall be vested and become exercisable on the second anniversary of the
Date of Grant; and

(©)  the remaining balance of the option shall be vested and become exercisable on the third anniversary of the Date
of Grant.

10. The remaining life of the 2011 Scheme:
The Scheme Period will end on 18th April, 2016.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS

As at 31st December, 2013, the interests and short positions of substantial shareholders and other persons in the shares
and underlying shares of the Bank as recorded in the register required to be kept under section 336 of the SFO (the
"Register”) were as follows:

Long positions in ordinary shares of the Bank:

Name Capacity and nature No. of shares % of issued share capital
CaixaBank, S.A. Beneficial owner 364,746,530 16.38
Caja de Ahorros y Pensiones de Barcelona Interest of corporation 364,746,530’ 16.38
Guoco Management Company Limited Beneficial owner 339,766,79323 15.024
Guoco Group Limited Interest of corporation 339,766,793 15.02
Guoline Overseas Limited Interest of corporation 339,766,7932 15.02¢
Guoline Capital Assets Limited Interest of corporation 339,766,7932 15.02*
Hong Leong Company (Malaysia) Berhad Interest of corporation 339,766,793%3 15.02
HL Holdings Sdn Bhd Interest of corporation 339,766,793 15.02
QUEK Leng Chan Interest of corporation 339,766,7932 15.02
Hong Leong Investment Holdings Pte. Ltd. Interest of corporation 339,766,7933 15.02
Davos Investment Holdings Private Limited Interest of corporation 339,766,793 15.02
KWEK Leng Kee Interest of corporation 339,766,7933 15.02
Sumitomo Mitsui Banking Corporation Beneficial owner 211,553,938° 9.50
Sumitomo Mitsui Financial Group, Inc. Interest of Corporation 211,553,938° 9.50

Notes:

1 As at 31st December, 2013, Caja de Ahorros y Pensiones de Barcelona held a controlling interest in CaixaBank, S.A. which directly
held the above 364,746,530 shares of the Bank. Caja de Ahorros y Pensiones de Barcelona was deemed to be interested in the above

364,746,530 shares of the Bank.

The Bank had been notified that the shareholdings of the above two corporations had been increased such that, as at 31st December,
2013, they stood at 378,013,906 shares (equivalent to approximately 16.51% of the issued share capital of the Bank as at 31st
December, 2013). Such increases in shareholdings were not required to be disclosed under Part XV of the SFO.
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2 The references to 339,766,793 shares of the Bank in Notes 2 and 3 relate to the same block of shares. Guoco Management Company
Limited was the beneficial owner of 339,766,793 shares (equivalent to approximately 15.02% of the issued share capital of the Bank
at the time of disclosure pursuant to Part XV of the SFO and approximately 14.84% of the issued share capital of the Bank as at 31st
December, 2013). Hong Leong Company (Malaysia) Berhad was deemed to be interested in the 339,766,793 shares held by Guoco
Management Company Limited by virtue of its 100% interest in GuolLine Capital Assets Limited which owned a 100% interest in GuolLine
Overseas Limited. GuoLine Overseas Limited held a 74.10% interest in Guoco Group Limited which in turn owned a 100% interest in
Guoco Management Company Limited. GuoLine Capital Assets Limited, GuoLine Overseas Limited and Guoco Group Limited were all
deemed to be interested in the 339,766,793 shares held by Guoco Management Company Limited.

Quek Leng Chan was deemed to be interested in the 339,766,793 shares held by Guoco Management Company Limited by virtue of his
100% interest in HL Holdings Sdn Bhd (“HLH"). Hong Leong Company (Malaysia) Berhad was 49.27% owned by Quek Leng Chan as to
2.424% under his personal name, 46.534% via HLH which was wholly-owned by him and 0.311% via Newton (L) Limited.

3 The references to 339,766,793 shares of the Bank in Notes 2 and 3 relate to the same block of shares. Hong Leong Company (Malaysia)
Berhad was 34.69% held by Hong Leong Investment Holdings Pte. Ltd. which was in turn 33.59% held by Davos Investment Holdings
Private Limited. Hong Leong Investment Holdings Pte. Ltd. and Davos Investment Holdings Private Limited were deemed to be interested
in the 339,766,793 shares (equivalent to approximately 15.02% of the issued share capital of the Bank at the time of disclosure pursuant
to Part XV of the SFO and approximately 14.84% of the issued share capital of the Bank as at 31st December, 2013) held by Guoco
Management Company Limited by virtue of their interests in Hong Leong Company (Malaysia) Berhad.

KWEK Leng Kee was deemed to be interested in the 339,766,793 shares held by Guoco Management Company Limited by virtue of his
41.92% interest in Davos Investment Holdings Private Limited.

4 Guoline Overseas Limited and GuoLine Capital Assets Limited are wholly-owned subsidiaries of Hong Leong Company (Malaysia) Berhad
and Guoco Management Company Limited is a wholly-owned subsidiary of Guoco Group Limited. With the filing of the substantial
shareholder notices by Hong Leong Company (Malaysia) Berhad and Guoco Group Limited, GuoLine Overseas Limited, GuoLine Capital
Assets Limited and Guoco Management Company Limited do not need to file their respective substantial shareholder notices under the
“wholly-owned group exemption” as provided in the SFO.

5 Sumitomo Mitsui Financial Group, Inc. owned a 100% interest in Sumitomo Mitsui Banking Corporation which directly held the above
211,553,938 shares of the Bank. Sumitomo Mitsui Financial Group, Inc. was deemed to be interested in the above 211,553,938 shares
of the Bank.

The Bank had been notified that the shareholdings of the above two corporations had been increased such that, as at 31st December,
2013, they stood at 219,249,051 shares (equivalent to approximately 9.58% of the issued share capital of the Bank as at 31st December,
2013). Such increases in shareholdings were not required to be disclosed under Part XV of the SFO.

Save as disclosed above, no other interest or short position in the shares or underlying shares of the Bank were recorded
in the Register.

PUBLIC FLOAT

As at the date of this Report, the Bank has maintained the prescribed public float under the Listing Rules, based on the
information that is publicly available to the Bank and within the knowledge of the Directors.

COMPLIANCE

The financial statements for the financial year ended 31st December, 2013 comply fully with the applicable disclosure
provisions of the Banking (Disclosure) Rules.

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 & Chief Executive

Hong Kong, 18th February, 2014
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF THE BANK OF EAST ASIA, LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of The Bank of East Asia, Limited (“the Bank”) and its subsidiaries (together
“the Group”) set out on pages 126 to 283, which comprise the consolidated and the Bank's statements of financial position as at 31st
December, 2013, the consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated cash flow statement for the year then ended and a summary of significant accounting policies
and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Bank are responsible for the preparation of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants and the
Hong Kong Companies Ordinance and for such internal control as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. This report is made solely to
you, as a body, in accordance with section 141 of the Hong Kong Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of the consolidated financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Bank and of the Group as
at 31st December, 2013 and of the Group’s profit and cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance with the Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

Hong Kong, 18th February, 2014
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CONSOLIDATED INCOME STATEMENT
Helax

For the year ended 31st December, 2013 BZ2013F 12 531 HIEFE

Notes ffzt

2013

HKS Mn B EET

2012

HK$ Mn BB HETT

Interest income FEHA 4 25,084 22,635
Interest expense FlEZH 5 (12,917) (12,911)
Net interest income FHBUA 12,167 9,724
Fee and commission income REERASBA 6 4,874 4,159
Fee and commission expense REERASTH (882) (780)
Net fee and commission income MRi5E& AW AFE 3,992 3,379
Net trading profits RGN FEE 7 878 765
Net result from financial instruments HEERBBERIARE

designated at fair value through ATEESHTIAN

profit or loss THRIR 8 (387) 664
Net hedging loss HHEIETE 9 (22) (15)
Other operating income Hg g WA 10 625 592
Non-interest income FEF B U A 5,086 5,385
Operating income AN 17,253 15,109
Operating expenses WETH 11 (9,583) (8,725)
Operating profit before impairment losses RIBRBEIRR 2 E & H T 7,670 6,384
Impairment losses on loans and advances ERRBFREBRX 12 (458) (213)
Write back of impairment losses on held-to-

maturity investments RIS B ERR LR 30 - "
Impairment losses on available-for-sale

financial assets AHHESMEERNERE (69) (63)
Impairment losses VEAEEEES (527) (265)
Operating profit after impairment losses EHRRERRRE 2 EEHHN 7,143 6,119
Net profit on sale of available-for-sale HERHEESRMEE L

financial assets FR A 13 80 82
Net profit on sale of loans and receivables HEE R R EWRERE 2 55T - 35
Net profit on sale of subsidiaries/associates  HEMBAR]/BENE 2 FEF 27 203
Net profit on sale of fixed assets HEBRTEEZFHER 14 164 139
Valuation gains on properties R e 15, 34 388 451
Share of profits less losses of associates FEMRESE A Rl E AR AR 684 536
Profit for the year before taxation FEERNBRFADNEF 8,486 7,565
Income tax FriH 16 (1,779) (1,411)
Profit for the year after taxation FERBRF & RF 6,707 6,154
Attributable to: ARBR

Owners of the parent REBRR 6,613 6,056

Non-controlling interests FFiER 42 9 98
Profit after taxation MR Fi 140 A 6,707 6,154
Earnings per share FRER

Basic AR 19 2.78 2.72

Diluted i 19 2.78 2.72

The notes on pages 134 to 283 form part of these accounts. Details of dividends
payable to equity shareholders of the Bank attributable to the profit for the year are set
out in Note 18.

F1348283E M BARE 2 —35 - EHEB
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FEZEBER

For the year ended 31st December, 2013 B FE2013F 1231 HILFE

2013 2012
Notes ffi#  HKS Mn B¥EHER  HKS Mn BEEET
Net Profit % Al 6,707 6,154
Other comprehensive income for the year FAEMEEKE
(after taxation and reclassification (BB RN E
adjustments): HER)
Item that will not be reclassified to income
statement: TAEEWERNEE
Premises: T -
— unrealised surplus on revaluation of — B TUFEENRESR
premises Bk 41(c) 670 -
— exchange differences —ERERE 41(Q) 2 1
[tems that may be reclassified subsequently to
income statement: Vg T aE B s R AIE R
Premises: T -
— deferred taxes —IRERE 41(c) 1 L
Available-for-sale investment revaluation
reserve: AN ER AN SR -
— fair value changes recognised —(8#8), /G ABRRERD
(from)/to equity NFEEZE 41(h) (46) 1,121
— fair value changes reclassified - EVAE YN e
from/(to) income statement: NFEEEE) :
— on impairment and amortisation — A R 41(h) 84 98
- on disposal —iHE 41(h) (142) (113)
— deferred taxes —IRRERIB 41(h) 71 (120)
- exchange differences —EHERE 41(h) (1 (1)
Share of changes in equity of associates FE(RE & D B R R 8 41() (18) 4
Exchange differences on other reserves HihREEMEENEL =58 41(d) 64 15
Exchange differences on translation of: B EEEMER =5 -
— accounts of overseas branches, —BINDT - B R A KBl
subsidiaries and associates BN RIRERTE 41(9) 105 379
Other comprehensive income Hih 2wk 790 1,385
Total comprehensive income 2EW B 7,497 7,539
Total comprehensive income attributable to: 2 EEAAZERIFER ¢
Owners of the parent REERRE 7,403 7,441
Non-controlling interests IR IE R 2 9% 98
7,497 7,539

The notes on pages 134 to 283 form part of these accounts.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
HREMBRAE

As at 31st December, 2013 20134 12531 H

2013 2012
Notes ffz# HK$ Mn 8% EEx  HKSMn BEEET
ASSETS BE
Cash and balances with banks and other BE RERTMEME RIEEL
financial institutions feyea 23 68,777 85,512
Placements with banks and other financial
institutions TEERTT R E pth & BB 24 57,372 50,618
Trade bills B52E 25 59,932 55,740
Trading assets ROAREE 26 5,331 4,213
Financial assets designated at fair value EEABBEBEURMATER
through profit or loss HEmEE 27 11,606 15,169
Positive fair value of derivatives METAMEATEE 45(b)(ii) 3,625 3,125
Advances to customers and other accounts B Kk H i BR1E 28 448,255 387,273
Available-for-sale financial assets AIHHESREE 29 71,589 64,731
Held-to-maturity investments BETHERE 30 5,048 4,320
Investments in associates BN RIRE 32 4,779 4,677
Fixed assets BEEE&E 34 13,530 12,552
~ Investment properties — KRB 4,400 3,100
— Other property and equipment —HEmYERR 9,130 9,452
Goodwill and intangible assets EEREVEAE 33 3,990 4,041
Deferred tax assets EEFIEEE 36(b) 120 143
Total Assets BEGE 753,954 692,114
EQUITY AND LIABILITIES MR & A fE
Deposits and balances of banks and other HR17 R EA 5 BB O TF 3 R
financial institutions 233 28,923 30,597
Deposits from customers BREER 534,971 498,770
Trading liabilities RHBEEE 37() 1 21
Negative fair value of derivatives TETEMNBATER 45(b)(i) 4,545 3,806
Certificates of deposit issued BREIERE 42,929 27,370
— At fair value through profit or loss —BiBBE AR AT EBE 8,509 6,095
— At amortised cost — BN 34,420 21,275
Current taxation REAFRIE 36(a) 1,353 988
Debt securities issued BRITERES 4,728 8,657
— At fair value through profit or loss - BREENRBATEE 150 698
— At amortised cost — SRk R 4,578 7,959
Deferred tax liabilities EEHIEEE 36(b) 647 626
Other accounts and provisions Hith BRTE [ S 37(b) 53,981 45,377
Loan capital — at amortised cost EEE AR —# R A 38 13,632 14,263
Total Liabilities BERSE 685,720 630,475
Share capital [ 40 5,724 5,568
Reserves i 41 57,958 51,585
Total equity attributable to owners of the
parent BENANEERRERSE 63,682 57,153
Non-controlling interests IR 42 4,552 4,486
Total Equity e St 68,234 61,639
Total Equity and Liabilities MR R & A E R 753,954 692,114

Chairman and Chief Executive
Directors

Approved and authorised for issue by the Board on 18th February, 2014.

David LI Kwok-po
Allan WONG Chi-yun
WONG Chung-hin
Winston LO Yau-lai

The notes on pages 134 to 283 form part of these accounts.
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STATEMENT OF FINANCIAL POSITION
B %5 X &

As at 31st December, 2013 2013412531 H

2013 2012
Notes fifiz  HKS Mn B¥EE T  HKS Mn BB EET
ASSETS BE
Cash and balances with banks and other e RIERITNEMD S BMER
financial institutions ey 23 22,212 19,756
Placements with banks and other financial
institutions TEIRTT R EA € BB OTF R 24 13,399 19,335
Trade bills LS 25 52,739 47,931
Trading assets ROFBREE 26 1,925 1,726
Financial assets designated at fair value B ABBEEARRATER
through profit or loss HemEE 27 11,199 14,870
Positive fair value of derivatives MTETAMEATER 45(b)(i) 1,729 2,267
Advances to customers and other accounts PG Kk H BRI 28 266,925 228,226
Amounts due from subsidiaries MBARIRK 35 24,124 15,566
Available-for-sale financial assets AEHESRERE 29 47,330 45,016
Held-to-maturity investments RHEIERE 30 3,940 3,219
Investments in subsidiaries HEBRARHRE 31 15,270 13,958
Investments in associates SN EIRE 32 2,505 2,565
Fixed assets BEEEE 34 7,609 6,336
— Investment properties —REM 3,738 2,428
— Other property and equipment —HERRE 3,871 4,408
Goodwill and intangible assets EEREVAE 33 1,460 1,460
Deferred tax assets BIEFIEEE 36(b) 101 130
Total Assets BEBTE 472,467 422,861
EQUITY AND LIABILITIES R R R B &
Deposits and balances of banks and other SRIT R E & RMBRF R R
financial institutions o 23,507 10,607
Deposits from customers BEER 323,114 306,653
Trading liabilities RHABARE 37(a) 1 21
Negative fair value of derivatives TETEMBRATEE 45(b)(ii) 2,766 3,059
Certificates of deposit issued BRITERE 45,129 29,570
— At fair value through profit or loss —ARERENRBEATEE 8,509 6,095
— At amortised cost — B 36,620 23,475
Amounts due to subsidiaries UNGIENGIECE] 35 3,108 3,105
Current taxation REAFE I 36(a) 1,097 872
Debt securities issued BEETERKES 3,448 1,200
— At fair value through profit or loss —BBEENRBATEE 150 698
— At amortised cost — BRI 3,298 502
Deferred tax liabilities EEREAE 36(b) 596 600
Other accounts and provisions HAubBRIE R EfE 37(b) 6,330 7,033
Loan capital EEEAR 38 18,110 18,673
— At fair value through profit or loss —BREENRBATEE 4,478 4,410
— At amortised cost — AR 13,632 14,263
Total Liabilities BfEesE 427,216 381,393
Share capital [N 40 5,724 5,568
Reserves B 41 39,527 35,900
Total equity attributable to owners of the Bank /8 i 4817 ARG i s 158 45,251 41,468
Total Equity and Liabilities AR I B (e 472,467 422,861

Approved and authorised for issue by the Board on 18th February, 2014. EEEN20145F2 B 18 A% RIEAREEM -

Chairman and Chief Executive David LI Kwok-po FREFRITHAEZ ZEE
Directors Allan WONG Chi-yun EBE B
WONG Chung-hin BEE
Winston LO Yau-lai BRe

The notes on pages 134 to 283 form part of these accounts. $134%2838 2 MIFBARIE L —35 °
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HeERERR

For the year ended 31st December, 201 EZE2013F 12531 HIEFE

Capital
reserve - Revaluation
staff share ~ Exchange Investment reserve of Non-
Share Share  options revaluation revaluation bank  Capital  General Other  Retained controlling
capital  premium issued  reserve  reserve  premises  reserve  reserve - reserves* profits Total  interests

BERGE-
BRfTEE ERER REEM  MUER
Bk  ROREE Bl ff fif B EARE -RER HbRE  2wEd 8% FERES
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
AYRER BMEEn AYEEn AYAER BYAEn AMEEn AEEER BYEEn AMEEn AYEER AMEEn AREER

At 1st January, 2013 R013F1A18 5,568 16,083 135 2,769 1012 976 130 13823 2,611 14,046 57,153 448 61,639
Changes in equity EaEy
Profit for the year EEREH - - - - - - - - - 6,613 6,613 % 6707
Other comprehensive
income A2 ENE - - - 105 (34) 673 - - 46 - 790 - 790

Total comprehensive
income 2EkEEE - - - 105 (34) 673 - - 46 6,613 7403 u 7497

Shares issued in lieu of

didend W EEFTHR( w1550 - - - - - - - - 169 - 6%
Shares issued under

Staff Share REESTRHE

Option Schemes EGEbO) 12 106 - - - - - - - - 18 - 18
Equity settled share- RIABERIE

based transaction SUPAY) - - i - - - - - - - 2 - ”
Transfer L - 31 (87) - - (U] 70 54 1113 (1,174) - - -
Dividends declared

or approved FENBERL

during the year RERERE - - - - - - - - - @107 (270 (64  (@m)
Purchase of interests

in businesses from

non-controling BEEE e

interests investors BABZER - - - - - - - - - - - 3 3
Exchange adjustments By AR - - - - - - - - - - - 3 3

At 315t December, 2013 R2013812A317 5724 17,770 69 2874 978 1,642 200 13877 3,770 16,778 63,682 4552 68234
*  Other reserves include statutory reserve and other reserves. * H R T e e A o

The notes on pages 134 to 283 form part of these accounts. 13452838 Y B AKBIE Y —245
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
ReERBEHR(E)

For the year ended 31st December, 2012 B F2012F 1231 HILFE

Capital
reserve - Revaluation
staff share  Exchange Investment reserve of Non-
Share Share  options revaluation revaluation bank  Capital  General Other  Retained controlling Total
capital ~ premium issued  reserve  reserve  premises  reserve  reserve - reserves* profits Total interests  equity

BAGE-
BBfTEE EXEf REEf MHEH
Bx  RHEE  2RE i 4 e EARE -REFE HbRE  28Ed B FEREE REEE
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
AUEER BEEEn AYEER AMAER BYEEn AYEEn AMEEn BMEEn AMRER AMEER BMEEn AYEER AYEER

At Tst January, 2012 R20121818 5,190 12,037 140 2390 21 1,032 86 13,744 2202 10,768 47616 4428 52,044
Changes in equity B2
Profit for the year ERMER = = = - - - - - - 6,05 6,05 % 6%
Other comprehensive
income 2 AN = = = 319 985 2 - - 19 - 1,385 - 1,385

Total comprehensive
income 2ENELE - - - 319 985 2 - - 19 6,056 7441 B 7539

Shares isstied in lieu

of dhvidend RSB THRA 9 1,002 - - - - - - - - 1,099 - 1099
Subscription of
new shares KiHk 279 3022 = = = = = = = = 3301 = 3301

Shares issued under
Staff Share Option REES A3

Schemes LGl 2 16 = = = = = - - - 18 - 18
Equity settled share- AR RERE

based transaction SGPEY) - - 2 - - - - - - - 2 - n
Transfer 1 - 6 ) = = (58) 8 79 3% (485) ) 4 -
Dividends declared

or approved EENEERI

during the year HERERS - - - - - - - - - ) 6 3%
Reversal due to

disposal of a it

subsidiary HEARMRA - = = = = = @ = = = 4) = (&
Exchange adjustments EXEE - - - - - - - - = = = (19 (19

At 315t December, 2012 201246128318 5,568 16,083 135 2,769 1,012 976 130 13823 2611 14,046 57,153 4436 61,639
* Other reserves include statutory reserve and other reserves. * BMEEEIEETEREREMGEE

The notes on pages 134 to 283 form part of these accounts. 1345 283H 2 M BAREZ —25
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CONSOLIDATED CASH FLOW STATEMENT
ReERaRER

For the year ended 31st December, 2013 EZ2013F 12 531 AIFFE

2013 2012
Notes fifs ~ HK$ Mn B¥EERX  HKS Mn B EET
OPERATING ACTIVITIES REXKEE
Profit for the year before taxation FERNBRFEADEF 8,486 7,565
Adjustments for: T
Charge for impairment losses on
loans and advances ERRBFUR BRI 12 458 213
Charge for impairment allowances on held-
to-maturity investments and available- BEFHRENAHHESH
for-sale financial assets BEZRMEEEBSH 69 52
Share of profits less losses of associates FEAEE & A AR A REE (684) (536)
Net profit on sale of available-for-sale HERftHESREE
financial assets pEding (80) (82)
Net profit on sale of subsidiaries and ek EEYNGIPSE NG|
associates A (27) (203)
Net profit on sale of fixed assets HE BEEEE 2 Fm Al (164) (139)
Interest expense on loan capital and BETEEELAR
certificates of deposit FREFEZ 1,579 1,534
Depreciation on fixed assets EEEERTE 11,34 670 657
Dividend income from available-for-sale
financial assets AtHEemEERERA (43) (42)
Amortisation of intangible assets ERAEEE 11 32 33
Amortisation of premium/discount on
certificates of deposit and loan capital BRTEREREEE AN
issued 1B A 132 110
Revaluation (gains)/losses on certificates of BEHBEEIEREREETE
deposit and loan capital issued HEAR(EF),EE (487) 298
Valuation gains on investment properties EHREMERT 34 (388) (454)
Revaluation loss on bank premises EH1THEE - 3
Equity-settled share-based payment expenses — SAR% (7 AR ES & B 21 22
OPERATING PROFIT BEFORE CHANGES IN
WORKING CAPITAL EEESEHANLERR 9,574 9,031
(Increase)/decrease in operating assets: REEREE (1) /R
Cash and balances with banks with original ~ RZNEARR A31E A L FHIE S
maturity beyond three months REMIRITIF RV AT (5,178) (811)
Placements with banks and other financial
institutions with original maturity beyond  RANERRE A 3{E A LA L&Y
three months RITRE M S BT 10,390 8,715
Trade bills B5ER (4,191) (8,849)
Trading assets RIFBEE (1,092) (1,828)
Financial assets designated at fair value BT ARBRERURBRAT
through profit or loss BENCHEE 3,563 1,494
Positive fair value of derivatives PTETAMERATER (500) 90
Advances to customers BEFEEN (55,000) (40,074)
Advances to banks and other financial
institutions RITREAM S BEERR 141 47
Held-to-maturity debt securities BEIBREEES (623) 379
Available-for-sale financial assets AHHESHEE (12,087) (12,256)
Other accounts and accrued interest H b BRIE K FEATFI S (6,591) (10,578)
Increase/(decrease) in operating liabilities: REEEE /)R
Deposits and balances of banks and RITRE M @ BB FR R
other financial institutions 4hek (1,674) 14,715
Deposits from customers BEEX 36,201 35,710
Trading liabilities RHABARE (10 1"
Negative fair value of derivatives MTETANEATERE 739 (618)
Other accounts and provisions HBRIB R EE 8,684 9,382
Exchange adjustments bE AR 728 368
NET CASH (OUTFLOW)/INFLOW
FROM OPERATIONS BETHRELORE)RAFE (16,926) 4,928
Income tax paid BREHR
Hong Kong profits tax paid ENEENER (537) (50)
Outside Hong Kong profits tax paid BHEINIEE (767) (746)
NET CASH (USED IN)/GENERATED FROM (AR),/ REKEEK T
OPERATING ACTIVITIES HEFH (18,230) 4,132

The notes on pages 134 to 283 form part of these accounts. %134%2838 2 T BARKRIE 2 —25H °
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
an\ Eﬁ;%/)lb%?—% (n\a)

For the year ended 31st December, 2013 EZ2013F 12 531 HIFFE

2013 2012
Notes fifiz  HKS Mn B¥EE T  HKS Mn BB EET
INVESTING ACTIVITIES REED
Dividends received from associates LR = A AR S 151 140
Dividends received from available-for-sale
equity securities YER AT ¢ i AR D B AR 43 42
Purchase of equity securities BARMDFEFH (1,293) (777)
Proceeds from sale of equity securities HERD BATEHRAE 1,336 745
Purchase of fixed assets BABREEE 34 (750) (436)
Purchase of investment properties BARBYE (154) (38)
Proceeds from disposal of fixed assets HERETEEMSRE 591 505
Purchase of shareholding in associates FEUNEUNGL (71) (99)
Proceeds from disposal of an associate HE— Fﬁﬂﬁ%%”?ﬁﬁ SEE 160 -
Purchase of subsidiaries BAMBA 46(a) - (1)
Hjﬁ ] f‘ﬁ% Al

Proceeds from sale of interest in a subsidiary Fri5 58 46(b) - 584

Purchase of interests in business from AIEERE R &ﬁ%
non-controlling interests investors BAEERED 33 -

NET CASH GENERATED FROM INVESTING

ACTIVITIES BREREEFHZ2HEFH 46 655
FINANCING ACTIVITIES BMEED

Ordinary dividends paid FRERRRE (747) (932)

Distribution to Hybrid Tier 1 issue KETRESE—MEKRTA

holders BEA (330) (331)

Issue of ordinary share capital BITE R 40 118 18

Subscription of new shares REF IR - 3,301

Issue of certificates of deposit BIIERE 68,516 40,875

Issue of debt securities BITERES 4,002 4910

ssue of loan capital BITEEER - 5,066

Redemption of certificates of deposit issued  f&EIE ZE1T1FAGE (53,274) (25,070)

Redemption of debt securities issued BEDBITERES (8,173) (2,710)

Redemption of loan capital BREZTEEER - (7,920)

Interest paid on loan capital TREEERF S (752) (768)

Interest paid on certificates of deposit issued T2 3171 TMM%IJ g (537) (324)

Interest paid on debt securities issued INBETEREEFNE (370) (345)
NET CASH GENERATED FROM

FINANCING ACTIVITIES RERETHRETH 8,453 15,770
NET (DECREASE)/INCREASE IN CASH HEeRZRARELEEZEOR)

AND CASH EQUIVALENTS #E (9,731) 20,557
CASH AND CASH EQUIVALENTS MB1EZRER

AT 1ST JANUARY ZERAELER 46(c) 99,738 79,181
CASH AND CASH EQUIVALENTS R12A31AZEER

AT 31ST DECEMBER ZEREER 46(c) 90,007 99,738
Cash flows from operating R EETSEBH

activities included: Rene

Interest received FEUWA 25,131 23,083

Interest paid B H 12,698 12,896

Dividend received BB A 78 74

The notes on pages 134 to 283 form part of these accounts. %134% 2838 2 MIFBARIEZ —35 °
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NOTES ON THE ACCOUNTS
iR IR B &

1. PRINCIPAL ACTIVITIES FE
The Group are engaged in the provision of banking and related financial services, REBENETEZEBRRERITREBNDH
and business, corporate and investor services. BR%% AR -« (RERBREERD ©

2. SIGNIFICANT ACCOUNTING POLICIES EE&FHHR

(a) Statement of Compliance

These accounts have been prepared in accordance with all applicable HKFRS, which
collective term includes all applicable individual HKFRS, HKAS and Interpretations
issued by the HKICPA, accounting principles generally accepted in Hong Kong
and the requirements of the Companies Ordinance. These accounts also comply
with the applicable disclosure provisions of the Listing Rules. A summary of the
significant accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or
available for early adoption for the current accounting period of the Group and the
Bank. Note 3 provides information on the changes in accounting policies resulting
from initial application of these developments to the extent that they are relevant
to the Group for the current and prior accounting periods reflected in these
accounts.

(b) Basis of Preparation of the Accounts

The accounts for the year ended 31st December, 2013 comprise the Group and
the Group's interest in associates.

The measurement basis used in the preparation of the accounts is historical cost
except that the following assets and liabilities are stated at their fair value as
explained in the accounting policies set out below:

— financial instruments classified as trading, designated at fair value through
profit or loss and available-for-sale (Note 2(f)(ii)); and

— investment properties (Note 2(h)(ii)).

The preparation of accounts in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

(a) HE¥ECIEH

ARBRREB G ASHEMAEEA
EKEEH B REER) - HBEE FEER
BRAKKEERBREER) (BEGE
ADKZE - BEE-REANEHRAIR(A
AEPDMRE - ARBTLTACETHRANDE
BHRBERTE - ARERMNEESTBR
ESIEAT -

BRI A G E R EIRHIE REERTH
(BERMBMELR) - YNAFEAEER R
AITEVE EHHA B R RS AT AR R AR AN © B
AR MR BIRE B S A 5| A& AR
BPWEH  MZEEHIBRLALEES
FAM AR MRAEAR & X F T HRRRE -

SRIARRESE
#HZE2013F12A31 B LFENEREBERE
ERET D TN PR

~

BRIATEER B ERARTEBIIRIN - &
RERARERAIEREEE - BHEHE
IR T IR

— DEEXZAE  BERBEZARR
AFEBERAHEEN SR T A (M
2(f)i)) + B

— REWZECHRE2N)I)

(EBUBMEENDZBR - ERHERA
i EREREAE - G RBREHZE
BERBEREEENERE  REAERIHZ2
BEE - ARG RERIVREREBRLT
AREMERE  REBEZEREEMEA
= {EH FIBT AL R B A E SRR TR E KO B
ERABENKREE - BERARATEELERL
FHEARR
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NOTES ON THE ACCOUNTS (CONTINUED)

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.

Details of judgements made by management in the application of HKFRSs that
have significant effect on the accounts and major sources of estimation uncertainty
are discussed in Note 52.

Basis of Consolidation

These consolidated accounts cover the consolidated position of the Bank and all
subsidiaries unless otherwise stated and the Group’s interest in associates. For
information required to be reported in accordance with the Banking (Disclosures)
Rules, the basis of consolidation is set out in the Notes (1) and (2) in the Unaudited
Supplementary Financial Information.

(i) Subsidiaries and Non-controlling interests
The consolidated accounts include the accounts of the Bank and all its
subsidiaries made up to 31st December each year. Subsidiaries are entities
controlled by the Group. Control exists when the Group has the power to
govern the financial and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights that presently are
exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated accounts
from the date that control commences until the date that control ceases.
Intra-group balances and transactions and any unrealised profits arising from
intra-group transactions are eliminated in full in preparing the consolidated
accounts. Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the extent that
there is no evidence of impairment.

Non-controlling interests (previously known as “minority interests”) represent
the equity in a subsidiary not attributable directly or indirectly to the Bank,
and in respect of which the Group has not agreed any additional terms with
the holders of these interests which would result in the Group as a whole
having a contractual obligation in respect of those interests that meets the
definition of a financial liability. For each business combination, the Group can
elect to measure any non-controlling interests either at fair value or at their
proportionate share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of
financial position and consolidated statement of changes in equity within
equity, separately from equity attributable to equity shareholders of the
Group. Non-controlling interests in the results of the Group are presented
on the face of the consolidated income statement and the consolidated
statement of comprehensive income as an allocation of the net profit and total
comprehensive income for the year between non-controlling interests and
equity shareholders of the Bank.

(0

BRIEMIAE(E)

BRI RBRAFERS - BEFTRYE

ZIEFTH - At ERT BRI ZIEFT A
R RMZETHEARARAREETH - Al
RERTH R AR R G5 HIRHER

RS2 ERECHEERYKRARE
FENKE BV B RELEND T IERFEADH
BT e TERBATART MV E R R ©

mAER%E

BB INRAIN - AR A RBEBIEAITREM
BB R R RAEBPTEHE QR 2w
AR - RIBCGRITE(BHE) RADAER
ERWEFR - PAIRANGSEESERER
T R B T A RIBRE() R P EEQ)F1I# -

(i) BT B R A R FEIE AR 2

A RBREATREMEHNE AR
HESBBEEE 2128318 LWEHE -
WEBARAAEEAMEH 2 EE - X
EEEEATEXZERBOI G RS EDR
R A o - R HIRERRESL o TERTAR
PEHIRERS - BN AT B R AR
BETEER -

MEAR 2 A REHEENAREE
HERY H ILEAR A RIBARTE © 47
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Changes in the Group's interests in a subsidiary that do not result in a loss
of control are accounted for as equity transactions, whereby adjustments
are made to the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal
of the entire interest in that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that former subsidiary at
the date when control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial asset (Note 2(f))
or, when appropriate, the cost on initial recognition of an investment in an
associate (Note 2(c)(ii)).

In the Bank's statement of financial position, its investments in subsidiaries are
stated at cost less any impairment losses (Note 2(k)).

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 unless it is classified as held-for-sale, and is initially
recorded at cost, adjusted for any excess of the Group’s share of the
acquisition-date fair values of the associate’s identifiable net assets over the
cost of the investment (if any). Thereafter, the investment is adjusted for the
post acquisition change in the Group’s share of the associate’s net assets
and any impairment loss relating to the investment (Note 2(j) and 2(k)). Any
acquisition-date excess over cost, the Group's share of the post-acquisition,
post-tax results of the associates and any impairment losses for the year are
recognised in the consolidated income statement, whereas the Group’s share
of the post-acquisition post-tax items of the associate’s other comprehensive
income is recognised in the consolidated statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the associates,
the Group's interest is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the associate. For
these purposes, the Group’s interest in the associate is the carrying amount
of the investment under the equity method together with the Group's long-
term interests that in substance form part of the Group's net investment in the
associate.

Unrealised profits and losses resulting from transactions between the Group
and its associates are eliminated to the extent of the Group’s interest in the
associates, except when unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised immediately in
profit or loss.
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When the Group ceases to have significant influence over an associate, it
is accounted for as a disposal of the entire interest in that associate, with a
resulting gain or loss being recognised in profit or loss. Any interest retained in
that former associate at the date when significant influence is lost is recognised
at fair value and this amount is regarded as the fair value on initial recognition
of a financial asset (Note 2(f)).

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

An associate is considered material if it is material to either profit or loss or
balance sheet of the Group in two consecutive years.

(d) Translation of Foreign Currencies

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 end of the reporting period. Exchange differences
are dealt with in the income statement.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated into Hong Kong dollars using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated using
the foreign exchange rates ruling at the dates the fair value was determined.

Exchange differences relating to investments at fair value through profit or loss
and derivative financial instruments are included in gains less losses from trading
securities or financial instruments designated at fair value through profit or loss.
All other exchange differences relating to monetary items are presented as gains
less losses from dealing in foreign currencies in the income statement. Differences
arising on translation of available-for-sale equity instruments are recognised in
other comprehensive income and accumulated separately in equity.

The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of
the transactions. Balance sheet items, including goodwill arising on consolidation
of foreign operations acquired on or after 1st January, 2005, are translated into
Hong Kong dollars at the foreign exchange rates ruling at the end of the reporting
period. The resulting exchange differences are recognised directly in other
comprehensive income and accumulated separately in equity in the exchange
reserve. Goodwill arising on consolidation of a foreign operation acquired before 1st
January, 2005 is translated at the foreign exchange rate that applied at the date of
acquisition of the foreign operation.

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.
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(e) WARER

(e) Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable.
Provided it is probable that economic benefits will flow to the Group and the
revenue and costs, if applicable, can be measured reliably, revenue is recognised in
the income statement as follows:

Interest income for all interest-bearing financial instruments, except those classified
as held for trading or designated at fair value through profit or loss, is recognised
as interest income in the income statement on an accruals basis using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of
a financial asset and of allocating the interest income over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or,
when appropriate, a shorter period to the net carrying amount of the financial
asset. When calculating the effective interest rate, the Group estimates cash flows
considering all contractual terms of the financial instrument but does not consider
future credit losses. The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective interest
rate, transaction costs and all other premiums or discounts.

For impaired loans, the accrual of interest income based on the original terms of
the loan is discontinued, but any increase in the present value of impaired loans
due to the passage of time is reported as interest income.

Net income from financial instruments designated at fair value through profit or
loss and net trading income comprises all gains and losses from changes in fair
value (net of accrued coupon) of such financial assets and financial liabilities,
together with dividend income attributable to those financial instruments.

Fee and commission income is recognised in the income statement when the
corresponding service is provided, except where the fee is charged to cover the
costs of a continuing service to, or risk borne for, the customer, or is interest in
nature. In these cases, the fee is recognised as income in the accounting period in
which the costs or risk is incurred and is accounted for as interest income.

Origination or commitment fees received/paid by the Group which result in the
creation or acquisition of a financial asset are deferred and recognised as an
adjustment to the effective interest rate. If the commitment expires without the
Group making a loan, the fee is recognised as revenue on a straight-line basis over
the commitment period.

Finance income implicit in finance leases is recognised as interest income over the
period of the lease so as to produce an approximately constant periodic rate of
return of the outstanding net investment in the leases for each accounting period.
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Rental income received under operating leases is recognised as other operating
income in equal instalments over the periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives granted are recognised in
the income statement as an integral part of the aggregate net lease payments
receivable. Contingent rentals receivable are recognised as income in the
accounting period in which they are earned.

Dividend income 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 is quoted ex-dividend.

Financial Instruments

(i) Initial recognition
The Group classifies its financial instruments into different categories at
inception, depending on the purpose for which the assets were acquired or the
liabilities were incurred. The categories are: fair value through profit or loss,
loans and receivables, held-to-maturity investments, available-for-sale financial
assets and other financial liabilities.

Financial instruments are measured initially at fair value, which normally will
be equal to the transaction price plus, in case of a financial asset or financial
liability not held at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition of the financial asset or issue of the
financial liability. Transaction costs on financial assets and financial liabilities at
fair value through profit or loss are expensed immediately.

The Group recognises financial assets and financial liabilities on the date it
becomes a party to the contractual provisions of the instrument. A regular way
purchase or sale of financial assets is recognised using trade date accounting.
From this date, any gains and losses arising from changes in fair value of the
financial assets or financial liabilities at fair value through profit or loss are
recorded.

(i) Categorisation
Fair value through profit or loss
This category comprises financial assets and financial liabilities held for
trading, and those designated at fair value through profit or loss upon initial
recognition, but excludes those investments in equity instruments that do not
have a quoted market price and whose fair value cannot be reliably measured.

Trading financial instruments are financial assets or financial liabilities which
are acquired or incurred principally for the purpose of trading, or are part of a
portfolio of identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short-term profit-taking.
Non-hedging derivatives are accounted for as trading instruments.
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Financial instruments are designated at fair value through profit or loss upon
initial recognition when:

— the assets or liabilities are managed, evaluated and reported internally on
a fair value basis;

— the designation eliminates or significantly reduces an accounting mismatch
which would otherwise arise;

— the asset or liability contains an embedded derivative that significantly
modifies the cash flows that would otherwise be required under the
contract; or

— the separation of the embedded derivatives from the financial instrument is
not prohibited.

Financial assets and financial liabilities under this category are carried at fair
value. Changes in the fair value are included in the income statement in
the period in which they arise. Upon disposal or repurchase, the difference
between the net sale proceeds or the net payment and the carrying value is
included in the income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market, other than
(a) those that the Group intends to sell immediately or in the near term, which
will be classified as held for trading; (b) those that the Group, upon initial
recognition, designates as at fair value through profit or loss or as available-for-
sale; or (c) those where the Group may not recover substantially all of its initial
investment, other than because of credit deterioration, which will be classified
as available-for-sale. Loans and receivables mainly comprise placements with
banks and other financial institutions, trade bills and loans and advances to
customers.

Securities classified as loans and receivables typically comprise securities issued
by the same customers with whom the Group has a lending relationship in
its wholesale banking business. Investment decisions for credit substitute
securities are subject to the same credit approval processes as loans, and the
Group bears the same customer risk as it does for loans extended to those
customers. Additionally the yield and maturity terms are generally directly
negotiated by the Group with the issuer. These securities include commercial
paper, short term debentures and preference shares issued by the borrower.

Loans and receivables and securities classified as loans and receivables are
carried at amortised cost using the effective interest method, less impairment
losses, if any (Note 2(k)).
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Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed
or determinable payments and fixed maturity which the Group has the
positive intention and ability to hold to maturity, other than (a) those that the
Group, upon initial recognition, designates as at fair value through profit or
loss or available-for-sale; and (b) those that meet the definition of loans and
receivables.

Held-to-maturity investments are carried at amortised cost using the effective
interest method less impairment losses, if any (Note 2(k)).

If, as a result of a change in intention or ability, it is no longer appropriate to
classify an investment as held-to-maturity, it shall be reclassified as available-
for-sale and remeasured at fair value.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are
designated as available-for-sale or are not classified in any of the other three
categories above. They include financial assets intended to be held for an
indefinite period of time, but which may be sold in response to needs for
liquidity or changes in the market environment.

Available-for-sale financial assets are carried at fair value. Unrealised gains
and losses arising from changes in the fair value are recognised in other
comprehensive income and accumulated separately in equity, except for
impairment losses and foreign exchange gains and losses on monetary items
such as debt securities which are recognised in the income statement.

Investments in equity securities that do not have a quoted market price in
an active market and whose fair value cannot be measured reliably, and
derivatives that are linked to and must be settled by delivery of such unquoted
equity securities are carried at cost less impairment losses, if any (Note 2(k)).

When the available-for-sale financial assets are sold, gains or losses on disposal
include the difference between the net sale proceeds and the carrying value,
and the accumulated fair value adjustments which are previously recognised
in other comprehensive income shall be reclassified from equity to the income
statement.

Other financial liabilities

Financial liabilities, other than trading liabilities and those designated at fair
value through profit or loss, are measured at amortised cost using the effective
interest method.
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(iii) Fair value measurement principles

(iv

(vi

=

=

The fair value of financial instruments is based on their quoted market prices
at the end of the reporting period without any deduction for estimated future
selling costs.

If there is no publicly available latest traded price nor a quoted market price on
a recognised stock exchange or a price from a broker/dealer for non-exchange-
traded financial instruments or if the market for it is not active, the fair value of
the instrument is estimated using valuation techniques that provide a reliable
estimate of prices which could be obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows
are based on management’s best estimates and the discount rate used is a
market rate at the end of the reporting period applicable for an instrument
with similar terms and conditions. Where other pricing models are used, inputs
are based on market data at the end of the reporting period.

Derecognition

The Group derecognises a financial asset when the contractual rights to receive
the cash flows from the financial asset expire, or where the financial asset,
together with substantially all the risks and rewards of ownership, have been
transferred.

A financial liability is derecognised when the obligation specified in the
contract is discharged, cancelled or expires.

The Group uses the weighted average method to determine realised gains and
losses to be recognised in the income statement on derecognition.

Offsetting

Financial assets and financial liabilities are offset and the net amount is
reported in the statement of financial position only where there is a legally
enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis, or realise the asset and settle the liability simultaneously.

Embedded derivatives

An embedded derivative is a component of a hybrid (combined) instrument
that includes both the derivative and a host contract with the effect that
some of the cash flows of the combined instrument vary in a way similar
to a stand-alone derivative. The embedded derivatives are separated from
the host contract and accounted for as a derivative when (a) the economic
characteristics and risks of the embedded derivative are not closely related to
the host contract; and (b) the hybrid (combined) instrument is not measured at
fair value with changes in fair value recognised in the income statement.

When the embedded derivative is separated, the host contract is accounted for
in accordance with note (ii) above.
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(9) Hedging

Hedge accounting recognises the offsetting effects on profit or loss of changes in
the fair values of the hedging instrument and the hedged item. The Group assesses
and documents whether the financial instruments that are used in hedging
transactions are highly effective in offsetting changes in fair values or cash flows of
hedged items attributable to the hedged risks both at hedge inception and on an
ongoing basis. The Group discontinues prospectively hedge accounting when (a)
the hedging instrument expires or is sold, terminated or exercised; (b) the hedge
no longer meets the criteria for hedge accounting; or (c) the Group revokes the
designation.

(i) Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the
variability in cash flows of a recognised asset or liability, or a highly probable
forecast transaction, or the foreign currency risk of a committed future
transaction, the effective part of any gain or loss on remeasurement of
the derivative financial instrument to fair value is recognised in other
comprehensive income and accumulated separately in equity in the hedging
reserve. The ineffective portion of any gain or loss is recognised immediately in
the income statement.

When a hedging instrument expires or is sold, or when a hedge no longer
meets the criteria for hedge accounting, the cumulative gain or loss at that
point remains in equity until the transaction occurs and is recognised in the
income statement. If the hedged transaction is no longer expected to take
place, the cumulative unrealised gain or loss is reclassified from equity to the
income statement immediately.

(ii) Fair value hedge
A fair value hedge seeks to offset risks of changes in the fair value of
recognised asset or liability that will give rise to a gain or loss being recognised
in the income statement.

The hedging instrument is measured at fair value, with fair value changes
recognised in the income statement. The carrying amount of the hedged item
is adjusted by the amount of the changes in fair value of hedging instrument
attributable to the risk being hedged. This adjustment is recognised in the
income statement to offset the effect of the gain or loss on the hedging
instrument.

When a hedging instrument expires or is sold, terminated or exercised, the
hedge no longer meets the criteria for hedge accounting, or the Group revokes
designation of the hedge relationship, any adjustment up to that point, to a
hedged item for which the effective interest method is used, is amortised to
the income statement as part of the recalculated effective interest rate of the
item over its remaining life.
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(iii) Hedge effectiveness testing

In order to qualify for hedge accounting, the Group carries out prospective
effectiveness testing to demonstrate that it expects the hedge to be highly
effective at the inception of the hedge and throughout its life. Actual
effectiveness (retrospective effectiveness) is also demonstrated on an ongoing
basis.

The documentation of each hedge relationship sets out how the effectiveness
of the hedge is assessed. The method which the Group adopts for assessing
hedge effectiveness will depend on its risk management strategy.

For fair value hedge relationships, the Group utilises the cumulative dollar
offset method or regressive analysis as effectiveness testing methodologies. For
cash flow hedge relationship, the Group utilises the change in variable cash
flow method or the cumulative dollar offset method using the hypothetical
derivative approach.

For prospective effectiveness, the hedging instrument must be expected to
be highly effective in achieving offsetting changes in fair value or cash flows
attributable to the hedged risk during the period for which the hedge is
designated. For actual effectiveness, the changes in fair value or cash flows
must offset each other in the range of 80 per cent to 125 per cent for the
hedge to be deemed effective.

(h) Properties

(0

(ii)

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

When a deficit arises on revaluation, it will be charged to the income
statement, 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
income statement, to the extent that a deficit on revaluation in respect of that
same asset had previously been charged to the income statement.

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80A of HKAS 16 “Property, Plant and
Equipment” issued by the HKICPA, with the effect that bank premises have
not been revalued to fair value at the end of the reporting period.

Investment properties are properties which are held either to earn rental
income or for capital appreciation or for both. Investment properties are
stated at fair value. Investment properties are valued annually by external
independent valuation companies, having an appropriate recognised
professional qualification and recent experience in the location and category
of property being valued. The fair values are based on market values, being
the estimated amount for which a property could be exchanged on the date
of valuation between a willing buyer and a willing seller in an arm'’s length
transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. No allowance has been
made in the valuations for any charges, mortgages or amounts owing on the
properties nor any expenses or taxation which may be incurred in effecting a
sale.
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Any gain or loss arising from a change in fair value is recognised in the income
statement. Rental income from investment property is accounted for as
described in Note 2(e).

When a bank property is transferred to investment property following a
change in its use, any differences arising at the date of transfer between the
carrying amount of the bank property immediately prior to transfer and its
fair value is recognised as a revaluation of bank premises as described in Note

2(h)(i).

If an investment property becomes owner-occupied, it is reclassified as bank
premises and its fair value at the date of reclassification becomes its cost for
subsequent accounting purposes.

A property interest under an operating lease is classified and accounted for as
an investment property when the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest under an operating lease
classified as an investment property is carried at fair value. Lease payments are
accounted for as described in Note 2().

Profit or loss on disposal of bank premises and investment properties is
determined as the difference between the net sales proceeds and the carrying
amount of the asset and is recognised in the income statement upon disposal.
Any surplus that is included in the bank premises revaluation reserve related to
the bank premises disposed is transferred to the general reserve.

(i) Amortisation and Depreciation

@

(ii)

Bank premises

Freehold land is not amortised. Leasehold land held for own use under an
operating lease, the fair value of which cannot be measured separately from
the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease. 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.

Investment properties are not depreciated.

Other fixed assets

Other fixed assets are stated in the statement of financial position at cost less
accumulated depreciation and impairment losses, which is calculated on a
straight line basis to write off the assets over their estimated useful lives from
4 to 20 years.

(iii)
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(j) Goodwill () P

Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the Group's
previously held equity interest in the acquiree; over

(i) the Group's interest in the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised immediately in profit or
loss as a gain on a bargain purchase.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill arising
on a business combination is allocated to each cash-generating unit, or groups
of cash generating units, that is expected to benefit from the synergies of the
combination and is tested annually for impairment (Note 2(k)).

On disposal of a cash generating unit, or an associate during the year, any
attributable amount of purchased goodwill is included in the calculation of the
profit and loss on disposal.

Expenditure on internally generated goodwill and brands is recognised as an
expense in the period in which it is incurred.

(k) Impairment of Assets

At each end of the reporting period, the carrying amount of the Group's assets
are reviewed to determine whether there is objective evidence of impairment.
If internal and external sources of information indicate such evidence exists,
the carrying amount is reduced to the estimated recoverable amount and an
impairment loss is recognised in the income statement.

(i) Loans and receivables
The impairment losses of loans and receivables are measured as the difference
between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the asset’s original effective interest rate
(i.e. the effective interest rate computed at initial recognition of these
assets). Receivables with a short duration are not discounted if the effect of
discounting is immaterial.

The total allowance for impairment losses consists of two components:
individual impairment allowances, and collective impairment allowances.
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The Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually
or collectively for financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or continues to
be recognised are not included in a collective assessment of impairment.

The individual impairment allowance is based upon management'’s best
estimate of the present value of the cash flows which are expected to be
received discounted at the original effective interest rate. In estimating these
cash flows, management makes judgements about the borrower’s financial
situation and the net realisable value of any underlying collateral or guarantees
in favour of the Group. Each impaired asset is assessed on its own merits.

In assessing the need for collective loan loss allowances, management
considers factors such as credit quality, portfolio size, concentrations, and
economic factors. In order to estimate the required allowance, the Group
makes assumptions both to define the way the Group models inherent losses
and to determine the required input parameters, based on historical experience
and current economic conditions.

The accuracy of the impairment allowances the Group makes depends on
how well the Group can estimate future cash flows for individually assessed
impairment allowances and the model assumptions and parameters used in
determining collective impairment allowances. While this necessarily involves
judgement, the Group believes that the impairment allowances on loans and
advances to customers are reasonable and supportable.

All loans and receivables are reviewed and analysed periodically. Any
subsequent changes to the amounts and timing of the expected future cash
flows compared to the prior estimates that can be linked objectively to an
event occurring after the write-down, will result in a change in the impairment
allowances on loans and receivables and will be charged or credited to the
income statement. A reversal of impairment losses is limited to the loans
and receivables’ carrying amount that would have been determined had no
impairment loss been recognised in prior years.

Where there is no reasonable prospect of recovery, the loan and the related
interest receivables are written off.

Loans and receivables with renegotiated terms are loans that have been
restructured due to deterioration in the borrower’s financial position and
where the Group has made concessions that it would not otherwise consider.
Renegotiated loans and receivables are subject to ongoing monitoring to
determine whether they remain impaired or past due.
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(i) Held-to-maturity investments

(iii

=

Impairment on held-to-maturity investments is considered at both an individual
and collective level. The individual impairment allowance is measured as the
difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at asset’s original effective interest
rate, where the effect of discounting is material.

All significant assets found not to be individually impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.
Assets that are not individually significant are then collectively assessed
for impairment by grouping together financial assets with similar risk
characteristics.

If in a subsequent period the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed through the income
statement. 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.

Available-for-sale financial assets

When there is objective evidence that an available-for-sale financial asset is
impaired, the cumulative loss that had been recognised in the fair value reserve
is reclassified to the income statement. The amount of the cumulative loss that is
recognised in the income statement is the difference between the acquisition
cost (net of any principal repayment and amortisation) and current fair value,
less any impairment loss on that asset previously recognised in the income
statement.

For unquoted available-for-sale equity securities that are carried at cost, the
impairment loss is measured as the difference between the carrying amount
of the equity securities and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset,
where the effect of discounting is material.

Impairment losses recognised in the income statement in respect of available-
for-sale equity securities are not reversed through the income statement. Any
subsequent increase in the fair value of such assets is recognised directly in
other comprehensive income.

Impairment losses in respect of available-for-sale debt securities are reversed
if the subsequent increase in fair value can be objectively related to an event
occurring after the impairment loss was recognised. Reversals of impairment
losses in such circumstances are recognised in the income statement.
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(iv) Other assets

Internal and external sources of information are reviewed at each end of
the reporting period to identify indications that the following assets may be
impaired or, except in the case of goodwill, an impairment loss previously
recognised no longer exists or may have decreased:

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

investments in subsidiaries and associates;

goodwill; and

— intangible assets

If any such indication exists, the asset’s recoverable amount is estimated. In
addition, for goodwill, the recoverable amount is estimated annually whether
or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to
sell 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).

Recognition of impairment losses

An impairment loss is recognised in the income statement whenever the
carrying amount of an asset, or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit (or group of units) and then,
to reduce the carrying amount of the other assets in the unit (or group of
units) on a pro rata basis, except that the carrying value of an asset will not
be reduced below its individual fair value less costs to sell, or value in use, if
determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if
there has been a favourable change in the estimates used to determine the
recoverable amount. An impairment loss in respect of goodwill is not reversed.

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 income statement in the
year in which the reversals are recognised.
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(v) Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare an interim financial
report in compliance with HKAS 34, Interim financial reporting, in respect of
the first six months of the year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and reversal criteria as it
would at the end of the year (Note 2(k)(i) to (iv)).

Impairment losses recognised in an interim period in respect of goodwill,
available-for-sale equity securities and unquoted equity securities carried at
cost are not reversed in a subsequent period. This is the case even if no loss, or
a smaller loss, would have been recognised had the impairment been assessed
only at the end of the year to which the interim period relates. Consequently, if
the fair value of an available-for-sale equity security increases in the remainder
of the annual period, or in any other period subsequently, the increase is
recognised in other comprehensive income and not the income statement.

(I) Leased Assets
Leases of assets under which the lessee assumes substantially all the risks and

benefits of ownership are classified as finance leases. Leases of assets under which

the lessor has not transferred all the risks and benefits of ownership are classified as
operating leases.

(0]

(ii)

(iii

=

Assets held under finance leases

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

Assets held for use in operating leases

Where the Group leases out assets under operating leases, the leased assets
are included in the statement of financial position according to their nature
and, where applicable, are depreciated in accordance with the Group's
depreciation policies, as set out in Note 2(i). Impairment losses are accounted
for in accordance with the accounting policy as set out in Note 2(k). Revenue
arising from operating leases is recognised in accordance with the Group's
revenue recognition policies, as set out in Note 2(e).

Operating lease charges

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

In the recovery of impaired loans and advances, the Group may take possession of
the collateral assets through court proceedings or voluntary delivery of possession
by the borrowers. In accordance with the Group's accounting policy set out in Note
2(k), impairment allowances for impaired loans and advances are maintained after
taking into account the net realisable value of the collateral assets, usually resulting
in a partial write-off of the loans and advances against impairment allowances.
Repossessed assets are reported under other assets if it is highly probable that their
carrying amount will be recovered through a sale transaction rather than through
continuing use and the assets are available for sale in their present condition.
Related loans and advances are then written off.

Repossessed assets are recorded at the lower of the amount of the related loans
and advances and fair value less costs to sell at the date of exchange. They are not
depreciated or amortised.

Impairment losses on initial classification and on subsequent remeasurement are
recognised in the income statement.

(n) Income Tax

(i) Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the income statement except to the extent that
they relate to items recognised in other comprehensive income or directly
in equity, in which case the relevant amounts of tax are recognised in other
comprehensive income or directly in equity, respectively.

(i) Current tax is the expected tax payable on the taxable income for the year, using

tax rates enacted or substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous years.

(iii

=

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

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred tax assets arising
from deductible temporary differences include those that will arise from the
reversal of existing taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising from
the deferred tax asset can be carried back or forward. The same criteria are
adopted when determining whether existing deductible temporary differences
support the recognition of deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into account if they relate to
the same taxation authority and the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax loss or credit can be utilised.
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(iv,

=

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

Where investment properties are carried at their fair value in accordance
with the accounting policy set out in Note 2(h)(ii), the amount of deferred
tax recognised is measured using the tax rates that would apply on sale of
those assets at their carrying value at the reporting date unless the property
is depreciable and is held within a business model whose objective is to
consume substantially all of the economic benefits embodied in the property
over time, rather than through sale. In all other cases, the amount of deferred
tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the reporting date. Deferred tax assets and
liabilities are not discounted.

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

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

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

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

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

- the same taxable entity; or

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

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 for long term business is ascertained by actuarial valuation.

Full provision is made for the estimated cost of claims notified but not settled
at the end of the reporting period 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 end of the reporting period and to meet expenses on claims
incurred but not reported at the end of the reporting period.

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

(p) Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Group or the Bank 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 the time value of
money is material, provisions are stated at the present value of the expenditures
expected to settle the obligation.

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

(q) Employee Benefits

(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 end of
the reporting period.

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 end of the reporting period, are recognised when
the Group has a present legal or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation can be made.
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(iii) Retirement benefits

(iv

=

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 contributions to both schemes are at a maximum of 10% of each
employee’s monthly salary.

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

The cost of all these schemes is charged to the income statement 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 contributions 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 contributions forfeited by those employees who
leave the scheme prior to vesting fully in the contributions.

Share based payments
The option exercise price is equal to the higher of:

(@) the closing price of the Bank’s shares in the Stock Exchange'’s daily
quotation 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

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

When the options are exercised, equity is increased by the amount of the
proceeds received. The fair value of share options granted to employees is
recognised as an expense in the income statement with a corresponding
increase in a capital reserve within equity. The fair value is measured at the
grant date using the trinomial model, taking into account the terms and
conditions upon which the options were granted. Where the employees have
to meet vesting conditions before becoming unconditionally entitled to those
share options, the total estimated fair value of the share options is spread over
the vesting period, taking into account the probability that the options will
vest.

During the vesting period, the number of share options that is expected to vest
is reviewed. Any resulting adjustment to the cumulative fair value recognised in
prior years is charged or credited to the income statement for the year of the
review unless the original expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number of share
options that vest (with a corresponding adjustment to capital reserve) except
where forfeiture is only due to not achieving vesting conditions that relate to
the market price of the Bank's shares.
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The equity amount is recognised in capital reserve until either the option is
exercised (when it is transferred to share premium) or the option expires (when
it is released directly to retained profits).

(r) Related Parties
For the purposes of these accounts, a party is considered to be related to the

Group if:

(a)

A person, or a close member of that person’s family, is related to the Group if
that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is @ member of the key management personnel of the Group or the
Group'’s parent.

An entity is related to the Group if any of the following conditions applies:

(i) The entity and the Group are members of the same group (which means
that each parent, subsidiary and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a Group of which the other entity is a
member).

(iii) Both entities are joint venture of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees

of either the Group or an entity related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of
the entity).

Close members of the family of a person are those family members who may be

expected to influence, or be influenced by, that person in their dealings with the
entity.
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(s)

(t)

Segment Reporting

Operating segments, and the amounts of each segment item reported in the
accounts, are identified from the financial information provided regularly to
the Group’s most senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s various lines of
business and geographical locations.

Individually material operating segments are not aggregated for financial reporting
purposes unless the segments have similar economic characteristics and are
similar in respect of the nature of products and services, the nature of production
processes, the type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory environment.
Operating segments which are not individually material may be aggregated if they
share a majority of these criteria.

Cash and Cash Equivalents

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.

(u) Deposits, Debt Securities Issued and Subordinated Liabilities

. CHANGES IN ACCOUNTING POLICIES &

Deposits, debt securities issued and subordinated liabilities are the Group'’s sources
of debt funding.

The Group classifies capital instruments as financial liabilities or equity instruments
in accordance with the substance of the contractual terms of the instruments.
The Group's redeemable preference shares bear non-discretionary coupons and
are redeemable by the holder, and are therefore included within subordinated
liabilities.

Subsequent to initial recognition deposits, debt securities issued and subordinated
liabilities are measured at their amortised cost using the effective interest method,
except where the Group designates liabilities at fair value through profit or loss.
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The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that
are first effective for the current accounting period of the Group and the Bank. Of
these, the following developments are relevant to the Group’s accounts:

— Amendments to HKAS 1, Presentation of financial statements — Presentation
of items of other comprehensive income

— HKFRS 10, Consolidated financial statements
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— HKFRS 12, Disclosure of interests in other entities

—  HKFRS 13, Fair value measurement

— Annual Improvements to HKFRSs 2009-2011 Cycle

— Amendments to HKFRS 7 — Disclosures — Offsetting financial assets and
financial liabilities

The Group has not applied any new standard or interpretation that is not yet
effective for the current accounting period.

Amendments to HKAS 1, Presentation of financial statements —
Presentation of items of other comprehensive income

The amendments to HKAS 1 require entities to present the items of other
comprehensive income that would be reclassified to income statement in the
future if certain conditions are met separately from those that would never be
reclassified to income statement. The Group's presentation of other comprehensive
income in these financial statements has been modified accordingly.

HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27, Consolidated and separate
financial statements relating to the preparation of consolidated financial
statements and HK-SIC 12 Consolidation — Special purpose entities. It introduces
a single control model to determine whether an investee should be consolidated,
by focusing on whether the entity has power over the investee, exposure or rights
to variable returns from its involvement with the investee and the ability to use its
power to affect the amount of those returns.

As a result of the adoption of HKFRS 10, the Group has changed its accounting
policy with respect to determining whether it has control over an investee. The
adoption does not change any of the control conclusions reached by the Group in
respect of its involvement with other entities as at 1st January, 2013.
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(%)

HKFRS 12, Disclosure of interests in other entities

HKFRS 12 brings together into a single standard all the disclosure requirements
relevant to an entity’s interests in subsidiaries, joint arrangements, associates
and unconsolidated structured entities. The disclosures required by HKFRS 12
are generally more extensive than those previously required by the respective
standards. To the extent that the requirements are applicable to the Group, the
Group has provided those disclosures in Notes 31 and 32.

HKFRS 13, Fair value measurement

HKFRS 13 replaces existing guidance in individual HKFRSs with a single source of
fair value measurement guidance. HKFRS 13 also contains extensive disclosure
requirements about fair value measurements for both financial instruments and
non-financial instruments. The Group has provided those disclosures in Note 44.
The adoption of HKFRS 13 does not have any material impact on the fair value
measurements of the Group's assets and liabilities.

Annual Improvements to HKFRSs 2009-2011 Cycle

This cycle of annual improvements contains amendments to five standards with
consequential amendments to other standards and interpretations. Among them,
HKAS 34 has been amended to clarify that total assets for a particular reportable
segment are required to be disclosed only if the amounts are regularly provided to
the chief operating decision maker (CODM) and only if there has been a material
change in the total assets for that segment from the amount disclosed in the
last annual financial statements. The amendment also requires the disclosure of
segment liabilities if the amounts are regularly provided to the CODM and there
has been a material change in the amounts compared with the last annual financial
statements. The amendment does not have any impact on the segment disclosure
of the Group because the Group does not have any reportable segments with total
assets or total liabilities materially different from the amounts reported in the last
annual financial statements.

Amendments to HKFRS 7 — Disclosures — Offsetting financial assets
and financial liabilities

The amendments introduce new disclosures in respect of offsetting financial
assets and financial liabilities. Those new disclosures are required for all recognised
financial instruments that are set off in accordance with HKAS 32, Financial
instruments: Presentation and those that are subject to an enforceable master
netting arrangement or similar agreement that covers similar financial instruments
and transactions, irrespective of whether the financial instruments are set off in
accordance with HKAS 32. To the extent that the requirements are applicable to
the Group, the Group has expanded its disclosures about the offsetting of financial
assets and financial liabilities in Note 43(a)(v).
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K - AEEEAEM S R R IEHE -
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FEE]
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BRIERE (&)

Securities classified as held-to-maturity or
available-for-sale

NRRRHER KA EHERN

&

HKS Mn B¥EHET

2013 2012
HKS Mn BEBEET

— listed — |Efim 692 464

— unlisted —J LM 1,116 944
Trading assets REHALEE

~ listed —Lkm 16 18

— unlisted —JEm 241 218
Interest rate swaps FlEEBRED 1,670 1,576
Financial assets designated at fair value through EBEABBIEZURMATER

profit or loss TRIBE

- listed -k 401 433

- unlisted —3EEm 184 220
Loans, deposits with banks and B ERTNEGSEEEN

financial institutions and trade bills FRRESER 20,764 18,762

25,084 22,635

Included above is interest income accrued on impaired financial assets of HK$88
million (2012: HK$85 million) which includes interest income on unwinding of
discount on loan impairment losses of HK$14 million (2012: HK$20 million) (Note

28(b)) for the year ended 31st December, 2013.

. INTEREST EXPENSE F 23X H

LA EBEEE2013F12A31 8 LFERES
b A EE O JE T 2515 8,8008 7T (20124 -
78,5008 7T) + Hh e ERRERRER
K Z e FE WA B % 1,4008 7T (2012
& B¥E2,0008 ) (7E28(b)) ©

Customer deposits, deposits of banks and other
financial institutions and certificates of deposit
issued which are stated at amortised cost

Debt securities issued

Subordinated notes carried at amortised cost

Interest rate swaps

Financial instruments designated at fair value
through profit or loss

Other borrowings

BB ATIENES R
SRR REEOERR
BEIFNE

BEEBE

I AT 4 (R

FERBAL

e BB KR A TR
SMTA

B3

HKS Mn B¥EET

2013 2012
HKS Mn BEBEET

10,019 9,754
272 360
751 730

1,736 1,877
138 170
1 20

12,917 12,911




160 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
BRTE B E (78

6. FEE AND COMMISSION INCOME FR#ERFEESWA

Fee and commission income arises from the following services: RE TP REHRBEERASKA ¢

2013 2012

HKS Mn B8 EERT  HKSMn BEEET

Corporate services 2R 1,064 1,041
Credit cards AR 997 860
Loans, overdrafts and guarantees B3 By RER 970 599
Trade finance BHREAE 458 400
Other retail banking services H T ERITRS 417 369
Securities and brokerage B Mg 345 279
Trust and other fiduciary activities EREREMRIEER 202 152
Others A 421 459
Total fee and commission income REE LA BAETE 4,874 4,159
of which: Hep:
Net fee income, other than amounts included in RIERFERSAEIIETEABR

determining the effective interest rate, BaRUAREATEESIR

arising from financial assets or financial CRHEENBBEMEEL

liabilities that are not held for trading nor FIRISBRA (T RIERE

designated at fair value through profit or loss STEARFIE L £5) 4,011 3,396
Fee income PRASE A 4,874 4,159
Fee expenses MR &S M (863) (763)

7. NET TRADING PROFITS R 5 aFF5E

2013

HKS Mn B EET

2012
HKS Mn BR B &

Profit/(Loss) on dealing in foreign currencies INEBEEF, (BIE) 287 (68)
Profit on trading securities R HREERRF 38 275
Net gain on derivatives PTET BFEF 518 526
Dividend income from listed trading securities R PR EMBEHFOREBA 35 32

878 765




RDIRTERADA | 2013F 3R | 161

NOTES ON THE ACCOUNTS (CONTINUED)
BRIERE (&)

8. NET RESULT FROM FINANCIAL INSTRUMENTS DESIGNATED AT FAIR VALUE THROUGH
PROFIT OR LOSS IEEABBIEZUNMATEEERIANERE

2013 2012

HKS Mn BEEET  HKS Mn BEEHET

Revaluation gain on debts issued EHEEETEBRT 16 17
Net loss on sale of other financial instruments HE B IS E AP BIER AR
designated at fair value through profit or loss AFEESRTANFESE (87) (113)
Profit on redemption of subordinated
notes issued BRIEERE R - 24
Revaluation (loss)/gain on other financial instruments Bt E b5 7F A BB 5 A R ik
designated at fair value through profit or loss AFEESRTANEE) BF (316) 736
(387) 664

9. NET HEDGING LOSS ¥fh 518 548

2013 2012

HKS Mn ¥ EEBT  HKS Mn BEBEET

Fair value hedges ATEEEE S
- Net gain/(loss) on hedged items attributable - FIEREBAE S IE B 2 H i E e
to the hedged risk EENFAT(B8) 299 (229)
— Net (loss)/gain on hedging instruments - e T ARF (BR) /&7 (321) 214
(22) (15)
There was insignificant ineffectiveness recognised in the Group’s income statement M2013FE 20124 - RIS mENPATELEYL
arising from cash flow hedge for the year 2013 and 2012. BEAEENGZRANERZ BRI ENE

KHJ

10.OTHER OPERATING INCOME Hfthi&& UK A

2013 2012

HK$ Mn B EERT HKSMn BBEET

Dividend income from available-for-sale

financial assets AEHESRMEERSKA

- listed ] 8 8

— unlisted i) 35 34
Rental from safe deposit boxes REzAEHE S LA 77 78
Net revenue from insurance activities ST ON 277 241
Rental income on properties MRS WA 127 142
Others Hity 101 89

625 592
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11.OPERATING EXPENSES #&#& % H

2013 2012
Restated &

Contributions to defined contribution plan*

HKS Mn B EET

HKS Mn BB HETT

ERHERABRHET

- Hong Kong -5 146 142
- Outside Hong Kong - BBAIN 315 264
Equity-settled share-based payment expenses VAR AERMER SR ER 21 22
Salaries and other staff costs HeRHEMBIRA 4,929 4,372
Total staff costs BT A4z 5,411 4,800
Premises and equipment expenses excluding TREMERNYERH
depreciation X
- Rental of premises —ERS 652 583
— Maintenance, repairs and others —(RE - HIEREAM 585 551
Total premises and equipment expenses TEETERNYE KRBT
excluding depreciation Rk 1,237 1,134
Depreciation on fixed assets (Note 34) B EEFE(Hi134) 670 657
Amortisation of intangible assets (Note 33(b)) EREERH(H7330)) 32 33
Other operating expenses Hirgs e
— Stamp duty, overseas and PRC business taxes, and ~ —ENfER » /@IMNE AR HEME
value added taxes BER - RIEER 680 580
- Communications, stationery and printing — @ - XERER 316 325
— Advertising expenses —-EEE 264 272
— Legal and professional fees —EEREERBGE 262 252
— Business promotions and business travel — TR R A ke 203 176
— Card related expenses —BBERRIH 101 160
— Insurance expenses —RIEE 29 32
— Donations —1BK 19 14
- Audit fee —ZZEhEe 15 15
- Membership fees —2E% 15 12
- Administration expenses of corporate services —ERBEHITHRE 14 14
— Bank charges —RITE 10 12
— Bank licence —RITIERE 4 4
- Others —Efh 301 233
Total other operating expenses Hfe % g 2,233 2,101
Total operating expenses** B e~ 9,583 8,725

*  Forfeited contributions totalling HK$13 million (2012: HK$8 million) were utilised to
reduce the Group's contribution during the year. There were no forfeited contributions
available for reducing future contributions at the year end (2012: Nil).

** Included in operating expenses are direct operating expenses of HK$39 million (2012:
HK$22 million) in respect of investment properties which generated rental income during
the year.

*k

FRRIG 2 B 1,300 7T (20124 -
JBME8008 7T ) B FFTER L N5 By 5L o
JRAGE T A (F ] 18 5% M i RT R (B A A 2 2
B (20124 « #E) -

FRALE ST B4 G HET W iR E
WFEFHEZAE LS - 2B REH3,900

&L (20124 : }E#2,20087T) °
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12.IMPAIRMENT LOSSES ON LOANS AND ADVANCES BREBIZBEIE %

BRIERE (&)

2013

HKS Mn B H&ET

Net charge for impairment losses on loans and BERRBFRERRZH

2012

HK$ Mn BB EST

advances FE
Individual impairment loss [ERIVEAIEEEES
— new provisions — B 492 398
— releases — Bl (70) (111)
— recoveries — gl (106) (112)
316 175
Collective impairment loss ELENEREEEPS
— new provisions (Note 28(b)) — S (7:#28(b)) 142 38
Net charge to income statement KR TR 458 213

13.NET PROFIT ON SALE OF AVAILABLE-FOR-SALE FINANCIAL ASSETS
HEAHREEEMERE 2 Fal

2013 2012
HK$ Mn BEEHEERT  HKS Mn BEEERT

Net revaluation gain transferred from reserves M EEENEAANFE
(Note 41(h)) (Hiata1(n) 142 113
Loss arising in current year FERNEENER (62) 31)

80

82

14.NET PROFIT ON SALE OF FIXED ASSETS HEBEEE 2 Ei=A

2013 2012

HKS Mn B¥EFERT  HKSMn B EET

Net profit on sale of investment properties HEREME L FRF 84 137
Net profit on sale of bank premises, furniture, HETHE - FA - EERREZ

fixtures and equipment FEA 80 2

164 139

15.VALUATION GAINS ON PROPERTIES E{h¥)%ZF

2013

HKS Mn B EET

BEWE(Hi234) 388
ik (H17#34) -

Investment properties (Note 34)
Bank premises (Note 34)

2012
HK$ Mn B BET

388
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16.INCOME TAX Fri5%i

(a) FEWBERAMBIALRE

(a) Taxation in the consolidated income statement represents:

2013 2012

HKS Mn B8 EERT  HKSMn BEEET

Current tax — Hong Kong (Note 36(a))

REATIE - BE (fi£36(a)

Tax for the year REEHE 691 533
Under-provision in respect of prior years EFEEEBETR 17 35
708 568

Current tax — outside Hong Kong ANERFRIE - BALASN
Tax for the year AEEFIE 1,009 752
Write back of over-provision in respect of prior years 7% 4 J& #8438 &0 [3 (51) (22)
958 730

Deferred tax (Note 36(b)) EER B (H7236(b))
Origination and reversal of temporary differences TR ERNES RER 113 113
1,779 1,411

The provision for Hong Kong profits tax is calculated at 16.5% (2012: 16.5%) of
the estimated assessable profits for the year.

Taxation for overseas branches and subsidiaries is charged at the appropriate
current rates of taxation ruling in the relevant countries.

EEMNEB RN EE T E R RO FIZ
Bi=16.5% (20124 : 16.5%)5tH -

BN T R B2 RO B R B P
ARBATBE L -

(b) Reconciliation between tax expense and accounting profit at (b) BB HESHEFIRBEBHRHE

applicable tax rates:

BIRRE AR

2013 2012
HK$ Mn B HERT  HKSMn BEEET
Profit before tax BREE A& A 8,486 7,565
Notional tax on profit before tax, calculated at BERBRKER
the rates applicable to profits in the tax FUS TR AR R T A& A
jurisdictions concerned STEEBRETR 1,732 1,373
Tax effect of non-deductible expenses AR R a2 365 306
Tax effect of non-taxable revenue BERMBMANT BT 2 (302) (307)
Tax effect of tax losses not recognised RERNTIENTIBET 2 18 23
Recognition of deferred tax assets on prior year
tax losses AFTBRR AR ELE 8) )
(Write back of over-provision)/Under-provision in (BEBRINEE) TEE
respect of prior years BETE (34) 13
Others Hit 8 5
Actual tax expense BB 1,779 1411
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17.PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT 1] 558 I 485 B AR 3z F)

The consolidated profit attributable to owners of the parent includes a profit of AHEBRAEERRAEGFNEERETA
HK$3,277 million (2012: HK$2,894 million) which has been dealt with in the $ﬁﬁ§lﬁimE’Umﬂ%ﬁ%ﬂ]ﬂam(zm2¢ :
accounts of the Bank. FE#28.94187T) ©

Reconciliation of the above amount to the Bank's profit for the year AATEEE A M Bt 6 38 2 98K

2013 2012

HKS Mn ¥ EEBT  HKS Mn BEEET

Amount of consolidated profit attributable to equity E‘I’)\ZIS" BRIBZ AR B

holders dealt with in the Bank’s accounts $EIH§$Z? & /fnﬁ' 3,277 2,894
Final dividends from subsidiaries and associates REAFERBA

attributable to the profits of the previous BN T/ﬁﬂ& ﬂﬁf&ﬁﬁz

financial year and general reserves, approved and RERR » WEFER

paid during the year AP UES 109 103
Bank's profit for the year ATEE R 3,386 2,997

18.DIVIDENDS Az 2.

(a) Dividends attributable to the year (a) EBAFERE
2013 2012
HKS Mn B8 EBER  HKS Mn BEEHET
Interim dividend declared and paid of BEEMRERZAHERET
HK$0.43 per share on 2,264 million shares 22 6ARREARAER0.437T
(2012: HK$0.43 per share on 2,100 million shares) (20124 : 21{ERERHEEE0.437T)
(Note 41() (Hrzt41()) 973 903

Second interim dividend paid in respect of the
previous financial year on shares issued under EXfNAEREHERBRK
the share option schemes subsequent to the end ATREBFELRELEAR

of the reporting period and before the close of BERGT R TROB LFE

the Register of Members of the Bank, of HK$0.63 & /B#£0.63 7045 — /K ERIL 8

per share (2012: HK$0.51 per share) (20124 : BRB0.517T) 1 -
Second interim dividend in lieu of the RERPBEZFE P HRET

final dividend of HK$0.68 per share on 22 901R R G H0.687T

2,290 million shares (2012: HK$0.63 per share (20124 = 22.27(E SR

on 2,227 million shares) 75#0.637T) 1,557 1,403

2,531 2,306

The second interim dividend in lieu of the final dividend has not been recognised as RREHERBERRERERAREZE

H
a liability at the end of the reporting period. ZRPHREWARERABE -
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18.DIVIDENDS (conTINUED) J% B (a)

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

Second interim dividend in respect of the previous  EERRE R F22.27 Bk
financial year, approved and paid during the year,
of HK$0.63 per share on 2,227 million shares

(2012: HK$0.51 per share on 2,076 million shares)

BRERSITM EFEE R
RS

FA%BEE0.637T(20124F : 20.76(50%

(b) REERERZNBLFERE

2013 2012

HK$ Mn BEBET

HKS Mn B EET

1,403 1,059

(c) Distribution to holders of Hybrid Tier 1 capital instruments

ENTRE—REATAFAAN
TS - FHED M8 RMEEA()
PR

Interest payable on the Hybrid Tier 1 capital
instruments, the details of which are disclosed
in Note 38 and Note 41(j)

(0 EKETRE-—RERATAFAA

2013 2012

HK$ Mn BEBET

HKS Mn B EET

330 331

19.EARNINGS PER SHARE &RZX|

(a) Basic earnings per share
The calculation of basic earnings per share is based on earnings of HK$6,283
million (2012: HK$5,725 million) after the distribution of HK$330 million (2012:
HK$331 million) to Hybrid Tier 1 issue holders and on the weighted average of
2,261 million (2012: 2,105 million) ordinary shares outstanding during the year,
calculated as follows:

Weighted average number of ordinary shares

(a) BREARZEF
BREABFTIZBEIRE T RE —REAR
T AHAE ABE3.308T(20124F : ##53.31
BL) 1% 2 s F A1 62.83(87L (20124 7%
#57.25870) REE RN E B1TEBIRG 60
T I9%022.61EA% (20124 : 21.05(8/%) -
FTEZHENT ¢

BB I

2013 2012

Number of shares Number of shares

RAEE [

million B8 million B &

Issued ordinary shares at 1st January M1 A1BREBITERR 2,227 2,076
Effect of share options exercised and shares issued B/ TE3RARAE & LARR 8247

in lieu of dividends IR E 34 29

Weighted average number of ordinary shares K12 A31 B E @G EInE
at 31st December T2 2,261 2,105
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(b) Diluted earnings per share (b) BREEER
The calculation of diluted earnings per share is based on earnings of HK$6,283 FREFRANDIZBEIRE T RS —REX
million (2012: HK$5,725 million) after the distribution of HK$330 million (2012: T EHA ABE3 308 (20124 « B#53.31
HK$331 million) to Hybrid Tier 1 issue holders and on 2,262 million (2012: 2,106 BIT) & 2 ME#62.8318T (20124 :
million) ordinary shares, being the weighted average number of ordinary shares K57 2518 ) kAT E ABETEEREN
outstanding during the year, adjusted for the effects of all dilutive potential shares. TR IE L ARG A TR R NS

22 62188%(20124F : 21.06/BR)FTH -

Weighted average number of ordinary shares (diluted) AR B IR T B ()

2013 2012
Number of shares Number of shares
RAEE ihanE &
million B8 million B &
Weighted average number of ordinary shares W12 A31 BBk n K i
at 31st December 5 2,261 2,105
Effect of deemed issue of ordinary shares under the R} IZRARIE S 2121 TE R EHB KA
Bank's share option schemes for nil consideration LA 2w E 1 1
Weighted average number of ordinary shares K12 8318 Z@ARD AT 8

(diluted) at 31st December (#8) 2,262 2,106
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20.DIRECTORS’ REMUNERATION EEM&

Directors’ remuneration disclosed pursuant to Section 161 of the Companies RIBCRBHEBDE 161 GRR T AT EEM SN
Ordinance is as follows: T :

Salaries,
allowances Retirement
Directors’ and benefits Discretionary Share scheme
fees in kind bonuses options contributions

A= ] BRI

e  REVE BiETEA ARE AHRIfR
HKS Mn HKS Mn HKS$ Mn HKS$ Mn

EREET O EMEET AWEET  A%EER

Chairman and Chief Executive FERTHAR

Dr. the Hon. Sir David Ll Kwok-po  ZEIEH+ 0.5 9.8 221 7.5 1.0 40.9
Non-executive Directors FRTES

Prof. Arthur LI Kwok-cheung TEEHR 03 - - - - 0.3
Mr. Aubrey LI Kwok-sing FEHELE 04 - - - - 04
Mr. Richard LI Tzar-Kai TERLE 03 - - - - 03
Mr. Eric LI Fook-chuen TREEAE 0.4 - - - - 0.4
Mr. Stephen Charles LI Kwok-sze ~ ZBI 54 03 - - - - 0.3
Dr. Isidro FAINE CASAS EEEEL 0.3 - - - - 03
Mr. Peter LEE Ka-kit FRELE 03 - - - - 0.3

Independent Non-executive

Directors BUFHTES
Dr. Allan WONG Chi-yun BFELT 0.5 - - - - 0.5
Mr. WONG Chung-hin =EBEELE 0.3 - - - - 0.3
Mr. Winston LO Yau-lai BRERSE 0.5 - - - - 0.5
Tan Sri Dr. KHOO Kay-peng PR EmEL 0.3 - - - _ 03
Dr. Thomas KWOK Ping-kwong ~ SBI/IIE L 0.3 - - - - 0.3
Mr. Kenneth LO Chin-ming ERSGRA S A 0.4 - - - _ 0.4
Mr. William DOO Wai-hoi HEELE 0.4 - - - - 0.4
Mr. KUOK Khoon-ean SHEEE 0.3 - - - - 0.3
Mr. Valiant CHEUNG Kin-piu REERL 0.6 - - - - 0.6

6.4 9.8 221 1.5 1.0 46.8
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Salaries,
allowances EEN
Directors'’  and benefits  Discretionary NIEE scheme
fees in kind bonuses options  contributions

: BRI

i Wit BT Rt AtaltR

HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET ENBEST  A¥BERL  E¥AER BRAER

Chairman and Chief Executive ~FFEH#{THAH,

Dr. the Hon. Sir David LI Kwok-po  ZEHEH+ 0.4 9.4 20.9 14 0.9 39.0
Non-executive Directors FRTES

Prof. Arthur LI Kwok-cheung FEEHR 0.2 - - - = 0.2
Mr. Aubrey LI Kwok-sing FHEXE 03 = = - - 03
Tan Sri Dr. KHOO Kay-peng FErEREREL 0.2 - _ . _ 0.2
Mr. Richard LI Tzar-Kai FEREE 0.2 = = - - 0.2
Mr. Eric LI Fook-chuen TREEE 03 = = - - 03
Mr. Stephen Charles LI Kwok-sze ~ ZBIfE54 0.2 - - - - 0.2
Dr. Isidro FAINE CASAS ERERT 03 = = = = 03

Independent Non-executive

Directors BIYFHTES
Dr. Allan WONG Chi-yun ETMEL 0.4 - = = - 04
Mr. WONG Chung-hin BEBEEE 03 - - _ _ 03
Dr. LEE Shau-kee IKEE L 03 - - _ _ 03
Mr. Winston LO Yau-lai BRERE 0.4 - - - _ 0.4
Dr. Thomas KWOK Ping-kwong  SBfEiTfE+ 0.3 = - _ _ 03
Mr. Kenneth LO Chin-ming ERSORA S A 03 _ _ _ _ 03
Mr. William DOO Wai-hoi HRELE 03 = - - - 03
Mr. KUOK Khoon-ean B ERE 0.3 - - _ _ 03
Mr. Valiant CHEUNG Kin-piu REELE 0.5 = = - - 05
52 94 20.9 7.4 0.9 43.8
Included in the above remuneration were share options granted to ED under P& BIERMITEEREBARTHIE SRR
the Bank’s Staff Share Option Schemes. The details of these benefits in kind are STEIRER TRIRE - ARALSEYRE
disclosed under the paragraph “Information on Share Options” in the Report of BENEZSREENRREER | REE

the Directors and Note 39. FaE39/ ©
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21.FIVE TOP-PAID EMPLOYEES 5&F Bl GZ S ES

2013 2012
HK$ Mn B¥EERT  HKS Mn BB EET
Salaries and other emoluments e REMME 25 24
Performance-related bonuses REIRETEAL M 39
Share options AR 17 17
Pension contributions BAREEHR 2 2
85 82

The remuneration of the five top-paid employees is within the following bands: SEFMRENESENSEGELLNT
2013 2012
Number of Number of
employees employees
EEAZ EEAH

HK$& 8

10,500,001 - 11,000,000 - 3
11,000,001 - 11,500,000 4 1
38,500,001 - 39,000,000 - 1
40,500,001 - 41,000,000 1 =

Included in the emoluments of the five top-paid employees were the emoluments
of 1 (2012: 1) Director and all senior management members (2013 and 2012). His
director’'s emoluments have been included in Note 20 above.

22.SEGMENT REPORTING 7 #P#R &

SEFMEEMEE R BIE1ML(20124F -
&)i%&ﬁﬁﬁ@@e.ii/\,a(zowﬁ&zmz
F) o MBS B BERN LHE20R -

The Group manages its businesses by divisions, which are organised by a mixture
of both business lines and geography. In a manner consistent with the way in
which information is reported internally to the Group’s senior management for
the purposes of resource allocation and performance assessment, the Group has
presented the following nine reportable segments. No operating segments have
been aggregated to form the following reportable segments.

(a) Business segments
The Group has identified the following nine reportable segments.

Personal banking, which includes branch operations, personal internet banking,
consumer finance, property loans and credit card business in Hong Kong.
Corporate banking, which includes corporate lending and loan syndication, asset

based lending, commercial lending and securities lending in Hong Kong.

Treasury markets, which include treasury operations and securities dealing in Hong
Kong.

AEBIZ D REREET - Mo RIHER
K[ 0R S HERK o 23 BR A Y 51 3R 22 A B EE
BTAKBENSEEEABERERSER
REFTZHTT AT A - AREDIFHAT
NETTESR S #R o & D B AR BIFHEAT
EVRTEER S #E A o

(a) EXE7DEB
AEEE P A T L E AT FE R 5 EB o

BAARTEREBFAETEZDITEE  BAAET
WEIRTT HEEN  BBERREARE
& o

CERTEEEREZLEARERREER

MEMEBREET B MEEER

EHEE
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Wealth management, which includes private banking business and related assets
in Hong Kong.

Financial institutions, which includes trade financing activities with correspondent
banks in Hong Kong.

Other Hong Kong banking operations, which include insurance business, trust
business, securities & futures broking, money lender activities and corporate
financial advisory in Hong Kong.

China operations include the back office unit for China operations in Hong
Kong, all branches, subsidiaries and associates operated in China, except those
subsidiaries carrying out corporate services, data processing and other back office
operations in China.

Overseas operations include the back office unit for overseas banking operations in
Hong Kong, all branches, subsidiaries and associates operated in overseas, except
those subsidiaries carrying out corporate services in overseas.

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

Other businesses include property-related business, supporting units of Hong
Kong operations, investment properties, bank premises, the net results of other
subsidiaries in Hong Kong except for those subsidiaries which are included in other
Hong Kong banking operations.

For the purposes of assessing segment performance and allocating resources
between segments, the Group’s senior management monitors the results, assets
and liabilities attributable to each reportable segment on the following bases:

Segment assets include all tangible assets, intangible assets and financial assets
with the exception of interests in associates, deferred tax assets and other
corporate assets. Segment liabilities include deposits, financial liabilities and other
liabilities attributable to the individual segments.

Revenue and expenses are allocated to the reportable segments with reference
to interest and fee and commission income generated by those segments and
the expenses incurred by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to those segments. Segment
revenue and expenses do not include the Group’s share of revenue and expenses
arising from the activities of the Group’s associates. Other than reporting inter-
segment income, assistance provided by one segment to another, including sharing
of assets, is not measured.

In addition to receiving segment information concerning profit before taxation,
management is provided with segment information concerning revenue
(including inter segment lending), interest expense, depreciation, amortisation
and impairment losses and additions to non-current segment assets used by the
segments in their operations.

BRIEMIAE(E)

MEEREERRETETEZAARITER
MIHEEE -
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Hh BB RITEBBRETEZRRES -
EREER  BFMMELLE MEAEBK
DERETEFEN o

FEXBERERBXETEERNEYE
I~ TEEFEKENDTT - WBARRE
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22.SEGMENT REPORTING (CONTINUED) 20" BB#R & (40

(a) Business segments (continued) (a) EEDIBE)

Hong Kong banking operations
ERRAEE
Total Inter-
Personal  Corporate ~ Treasury ~ Wealth  Finandial China  Overseas  Corporate reportable segment

banking  banking  markets management institutions  Others operations operations  services segments  Others elimination

AER ABEL
BART ORET  BETE HEEE  CEEE A hERE 5 LEEE AREE i A58
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
B¥EEL RMEEn ARAET AWOEn AMEER ARAEn MDA AREET AWOEn EMEER ARAET AREER

Net interest income{expense) A2 /(18) 219 2435 ) 295 93 0 5,868 986 5 11985 180 2 12,167
Noninterest income FHEMA 705 620 80 n P 588 1118 403 1,069 4918 504 (33) 5086
Operatingincome LN 23 305 5 608 115 6% 1,389 107 16903 684 (3 17253
Operating expenses RS (1,59) (194) (129) (179) (14) (541)  (4263) (449) (84 @M () B (9583)

Operating profitloss) before ~ AHERERKZ
mpaiment osses feisrl/(58) 124 281 (76) 49 10 W 2m 90 20 878 (1,089 - 1600

(Charge for)Write back of EFRATREME
impaiment losses on loansand ~ JBENiREi R

advances and other accounts  (5¢3%) /@ o) (63) 2 () - (10) (280) () () (458) - - (458)
Impaimnent losses on avaldble-for- WA ESBEER

sale financial asses and heldto- 52 EIRRE 7

maturity investments g% - - (68) - - 0] - - - (69) - - (69)

Operating profitloss) after ~ BIBEERXEZ
impaiment losses TR/ (BR) 1,151 2793 (14) 08 101 31 2483 935 285 8,231 (1,088) - 1183

Profiton sale of fixed assets,  HEEFEE - Wit
avallable-for-sale financial assets  HESHEER

and loans and receivables EXARLEE - 4 6 - - 7 131 n - 26 18 - w4
Profiton sale of subsidiaries/  HiEMBAT]/EE

associates ARIZER - - - - - - bl - - pi - - 7
Valuation gains on properties ~ EEHEER - - - - - - - 164 - 164 p) - 388
Share of profts esslosses of BB R FEA

associates HER - - - - - 1 18 502 ) 684 - - 684
Proftloss) efore toration B ATIER/ (&) 151 2797 (80) 08 101 w163 B 9} (346) ]
Deprecation for the year EfiTE n) 1] (6) &l (1) (22) (383) (19 (31 (499) (1) - (670)
Segment assets HUEE 52808 163639 121734 25,895 9,945 15801 357,153 79518 2968 | 829,461 30334 (1106200 749,175
Investments in associates BENARE - - - - - 5 536 4164 0 4719 - - 4719
Total assets BEaE 52808 163639 121734 25,895 9,945 15860 357,689 83,682 2988 834240 30334 (1106200 753954
Total liabilties BEEE 260,517 1,631 75,166 ARV 1 11600 330958 67,928 45 769,717 218 (86215 685,720

Capital expenditure incurred
during the year EEMERER 3% 1 3 2 - 3 318 5 161 616 9 - m
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2012 Restated £
operations
Total Inter-
Personal ~ Coporate ~ Treasuy ~ Wealth  Finandil China  Overseas  Corporate  reportable segment
banking  banking  markets management  insttutions Others ~operations ~ operations ~ senices  segments Others ~ elimination
v
AT HEmE SRk Ay $ERE A3 Efp
HKS Mn HKS Mn HKS Mn HKS Mn HKS M
E¥BEL AMAET A¥REL b WEET RMRET BMRET AWEET RMEET
Net interest income/lexpense) —~ EFFIEMA /() 2224 1389 1) m m 174 4774 909 4 9,597 125 2 9724
Non-nterestincome FHEMA 643 51 756 28 18 510 %6 ¥ 19| 5178 538 @1 538
Operating income i ON 2867 1940 535 461 190 084 5,740 130 1,053 14775 663 (329) 15,109
Operating expenses e (1,536) (178) (122) (156) (13) (488 359 (533) (19| (7345|1709 329 (8,729)

Operating profitfloss) before ~ AABBERKZ
mpairment osses FLEH/(BR) 1331 1762 413 305 7 200 2,146 m 34 7430 (1,046) - 6,384

(Charge for)Wite back of EXRBTREM
impairment losses onloansand BRI HIEE%
advances andotheraccounts  (3084)/82 (1) 1) 60 13 - @) (158) 57 @) (170) ®) - (213)

(Charge forite back of ~ TEHESHEER
impaiment losses on avalable-  $ZRIEEE Y
forslefinancil asets and held- B (3285)/
to-maturty nvestments 2 - - (61) = = 1) - 10 - 62 - - 2

Operating profitloss) after BB HERR %2
impairment losses EEEH/(B8) 1,280 1683 41 318 177 195 1988 839 316 7208 (1,089) - 6,119
Profitloss) onseleof fied ~ HEEAR -
assets, avalable-for-sale Thiess
financial assets and loans BERERA

and receivables EYER ) 3 69 - - 7 1 - - 84 m - 25
ProfitLoss) on sle of HEHBARZ

subsidiares i/ (B8 - - - - - - - 0 (4 199 4 = 0
Valuation gains on propertis ~ BIEHEEA| = - - - - - 50 39 - 8 36 = 51
Share of profislessosses of e BB ARRA|

associates HEE - - - - - 9 106 1 - 536 - - 536
Profit/Loss) before taxation BHGNER/ (BR) 1,214 1,686 481 318 177 m 2,15 1502 312 8,116 (551) - 7,565
Depreciation for the year EpiE (1) ) () 0) (1) (17) (354) 2) (22) (497) (160) = (657)
Seqment assets AUEE do5ad 143869 121226 21989 1312 13208 32962 70989 2897 751778 27,659 (98,000) 687,437
Investments in associates BENTRE - - - - - 59 513 4105 - 4671 - - 4671
Total assets BELE 46544 143869 121,226 21,989 1312 13327 30137 75,004 2897 | 762,455 27,659 (98,000 692,114
Total liabiliies BeeE 252,630 1,606 55,176 17421 - 9837 305,303 60,201 5| 702,89 2514 (74934) 630,475

Capital expenditure incurred
during the year FENERAY 69 - 1 1 - 2 19 3 2 355 74 - 49
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22.SEGMENT REPORTING (CONTINUED) 20" BB#R & (40

(b) Geographical segments (b) &5 =B
The information concerning geographical analysis has been classified by the BED B2 EERBEMNBARNEESE
location of the principal operations of the subsidiaries, or in the case of the Bank TERTEME - AT E @ AIRAERE
itself, by the location of the branches of the Bank responsible for reporting the RESEEEARZDITHEE T UB D -

results or booking the assets.

2013
People’s Inter-
Republic of ~ Other Asian segment
Hong Kong China Countries Others  elimination Consolidated
hE DEEZ
&  ARHANE y Hth RAEH ReBE
HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn
B¥EET A%EER E¥EET A%AEER BWBEER
The Group 55
Operating income HELON 8,719 7,150 1,019 760 (395) 17,253
Profit before taxation STl 3,898 2,892 929 767 - 8,486
Total assets AEEHE 421,996 359,850 56,588 40,940 (125,420) 753,954
Total liabilities RiEER 372,375 332,523 50,997 33,851 (104,026) 685,720
Contingent liabilities and
commitments AR BRI 72,240 152,792 5,653 4,431 - 235,116
Capital expenditure during the year FERE KRR 229 332 93 59 - 713

2012 Restated E%5

People’s Inter-
Republic of Other Asian segment
Hong Kong China Countries Others elimination  Consolidated
HE Hth AEEZ
EBF  AR#AE BNER Hit R5HEH
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET B¥AET  A¥EEr  A¥EET  BBEER
The Group %8
Operating income HETON 7,856 5,920 907 798 (372) 15,109
Profit before taxation MR %t A Al 3,661 2,328 852 724 - 7,565
Total assets EEBE 384,675 329,794 48,117 36,693 (107,165) 692,114
Total liabilities BERE 339,306 305,644 42,728 29,885 (87,088) 630,475
Contingent liabilities and
commitments BEN LY ES 67,258 133,508 4,863 4,151 - 209,780
Capital expenditure during
the year FERNERFS 175 202 29 23 = 429

23.CASH AND BALANCES WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (NOTE 46(c))
BERERTHNE SRR ETT (FHEE46(c)

The Group £ The Bank 817
2013 2012 2013 2012
HKS Mn B EET HKS Mn BEEEL HKS Mn % EERT HKS Mn BEEET
Cash in hand e 1,714 1,420 1,201 910
Balances with central banks TR RBIRER 50,553 69,139 7,661 6,874
Balances with banks and other financial ~ 7E8R{TAIE (1 & BIEHEHO
institutions #iz 16,510 14,953 13,350 11,972

68,777 85,512 22,212 19,756
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24.PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (NOTE 46(c))
FEIRAT I HL At & AR B9 17 7R (B RE46(0))

The Group &8 The Bank $17
2013 2012 2013 2012

HK$ Mn B EET HKS Mn BEEET HKSMn B¥EET HKSMn BEEET

Placements with banks and TERTRRA S R
authorised institutions NER 57,372 50,381 13,399 19,098
Placements with central banks TR RIFITHFR - 237 - 237
57,372 50,618 13,399 19,335
Maturing Z|HRERIR
- within one month -1EAR 38,290 25,409 11,279 12,698
- between one month and one year - AR E 15K 19,082 25,209 2,120 6,637
57,372 50,618 13,399 19,335

25.TRADE BILLS B2 EE

The Group £ The Bank 17
2013 2012 2013 2012

HKS Mn BB EET HKS Mn BREST HKS Mn BBEET HKSMnBREST

Gross trade bills B52EETE 59,936 55,744 52,743 47,935
Less: Individual impairment allowances  J : @RI {E%EE (4) (4) (4) @)

59,932 55,740 52,739 47,931
Movement of individual impairment allowances BRI E AR E S

The Group 58 The Bank 87

2013 2012 2013 2012
HKS Mn B¥EET HKS Mn BEEET HKS Mn B¥EET HKS Mn BB EST

At 1st January W1A1H 4 12 4 4
New provisions charged to Weandk M8

income statement HERE - 1 - 1
Net provisions released back to B R

income statement fefigag (1 (1) (1) (1)
Amounts written off sz - @) - -
Recoveries Ik 1 = 1 -

At 31st December ®12A318 4 4 4 4
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26. TRADING ASSETS XS5 ABREE

The Group %8 The Bank 1T
2013 2012 2013 2012

HKS Mn B¥EET HKS Mn B EET HKSMn B¥EET HK Mn BEBET

Treasury bills (including Exchange BEEF(BRENEELER)

Fund Bills) (Note 46(c)) (Hrat46(c) 26 9 26 9
Debt securities (Note 46(c) Bz R (Hit46() 3,876 3,048 470 561
Equity securities NS 1,407 1,138 1,407 1,138
Investment funds REES 22 18 22 18

5,331 4,213 1,925 1,726
Issued by: BT

Central governments and central banks A REFFAIFR FL 4R 1T 236 26 45 26

Public sector entities NEWRE 58 336 7 12

Banks and other financial institutions 847 R E (4 BiktE 2,864 681 309 323

Corporate entities TR 2,117 3,152 1,508 1,347

Other entities HiEeE 56 18 56 18

5,331 4,213 1,925 1,726
Analysed by place of listing: & LR A1 :

Debt securities BBES
Listed in Hong Kong BB LM 19 15 19 15
Listed outside Hong Kong EBRBAIMNEE £ 281 342 281 342
300 357 300 357
Unlisted JEET 3,602 2,700 196 213
3,902 3,057 496 570

Equity securities BpEs
Listed in Hong Kong ERE LD 1,119 904 1,119 904
Listed outside Hong Kong EBEBINGE Ei 288 234 288 234
1,407 1,138 1,407 1,138

Investment funds REES
Listed in Hong Kong BB LM 7 8 7 8
Listed outside Hong Kong BB NIMNER ETi 15 10 15 10
22 18 22 18

5,331

1,925

1,726
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27.FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
EEABEBRRURRAFEENESMEE

The Group &8 The Bank $17
2013 2012 2013 2012

HK$ Mn B EET HKS Mn BEEET HKSMn B¥EET HKSMn BEEET

Certificates of deposit held (Note 46(c)  #5& ETEFRE (A1:246(c) 128 - 128 -
Debt securities (Note 46(c)) B ER(H1:246(c) 11,071 14,751 11,071 14,751
Equity securities etn E 354 412 - 119
Investment funds REES 53 6 - -
11,606 15,169 11,199 14,870
Issued by: BITHE
Central governments and central banks 5 REUFFAIAR R 3547 355 450 355 450
Banks and other financial institutions 4847 R A & BoMkkE 5,894 6,794 5,868 6,775
Corporate entities TEER 5,303 7,920 4,976 7,645
Other entities HinEeE 54 5 - _
11,606 15,169 11,199 14,870
Analysed by place of listing: B ETHE AT
Debt securities 1B
Listed in Hong Kong EEE L 1,520 3,330 1,520 3,330
Listed outside Hong Kong EEBAIMNERE £ 5,887 6,792 5,887 6,792
7,407 10,122 7,407 10,122
Unlisted JEET 3,792 4,629 3,792 4,629
11,199 14,751 11,199 14,751
Equity securities inE 5
Listed in Hong Kong ERE LM 115 224 - 119
Listed outside Hong Kong ERBLINE £ 239 188 - -
354 412 - 119
Investment funds REES
Unlisted JELm 53 6 - -

11,606 15,169 11,199 14,870
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28. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS EFE &Kk HthBR1E

(a) Advances to customers and other accounts (a) BB HAERIE

The Group %8 The Bank 817
2013 2012 2013 2012

HKS Mn BSEET HKS MnBEEST HKSMn B¥EET HKS Mn BEAST

() Advances to customers ZEHIR 405,357 350,720 259,483 221,572
Less: Impairment allowances B OREER
— Individual N (323) (238) (171) (128)
— Collective -2 (699) (681) (450) (474)
404,335 349,801 258,862 220,970
(i) Other accounts HifRIE
Advances to banks and other
financial institutions* PITREME RIKERT 5 146 5 146
Less: Impairment allowances W REREE
— Individual - {5l V)] (4) 0] @)
3 14 3 142
Notes and bonds (Note 46(c)) &5 (Wizt46(c) 1 1 - -
Certificates of deposit held FENENE
(Note 46(c) (Wi#46() 116 77 116 77
Accrued interest FEAHFI & 2,641 2,688 1,404 1,292
Customer liability under acceptance A HEFB(E 31,393 24,633 312 296
Other accounts HifRIE 9,796 9,962 6,229 5,452
43,947 37,361 8,061 7,117
Less: Impairment allowances R OREER
~ Individual B il (13) (28) (1) (€)
— Collective -2 (17) €) - -
43,917 37,330 8,060 7,114
448,255 387,273 266,925 228,226

*  The above advances to banks and other financial institutions include: * K ERITRAM S BEIEE A

Receivables from reverse repurchase agreements under which the Group obtains RE E B 2 EUR AR - IRIEZ AR
securities on terms which permit it to re-pledge or resell securities to others in BRI EEE S RIKIGREREENZBERT
the absence of default. At 31st December, 2013, the fair value of financial assets AEEAREEES THMAL - R20134F
accepted as collateral that the Group is permitted to sell or re-pledge under such 12A318 BREBEZEFRAEETHERE
terms is Nil (2012: Nil). EHRNEMEEZ D FEBRE(2012F :

&) -
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(b) Impairment allowances against advances and other accounts for  (b) 2013F#A & H {th BRIE 2R {E X4
2013

The Group &8
Advances to customers Advances to hanks Other accounts Total

EF83 A8 AR L

Individual ~ Collective  Individual ~ Collective  Individual ~ Collective  Individual ~ Collective
Rl 2R {83l R Rl 2R BRI R
HKSMn  HKSMn  HK§Mn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EEEEL BY¥AER BMEAR RMEEn AMEEn AMEER BYEAR  BMEER

At 1st January MAE 238 681 4 - 28 3 210 684
New provisions charged to income tatement MR AR 469 131 - - 3 1 49 14
Net provisions released back to income statement BB EREVERETE (149) - @ - (10) - (161) -
Amounts written off ikt (353) (115) - - (5 - (358) (115)
Recoveries e 105 - - - - - 105 -
Efect of iscounting (Note 4) BTN E (i) (14) - - - - - (14) -
Transfer EF n - - - (22) - - -
Exchange adjustments A% 5 2 - - (1) 3 4 5
At 315t December #2318 3 699 2 - 13 17 338 716

The Bank 47
Advances to customers Advances to banks Other accounts Total

EFER RTBR HfpR a8

Individual ~ Collective  Individual ~ Collective  Individual ~ Collective  Individual ~ Collective
{5l B i) B {5l B {ir] B

HK$ Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EMEEL EWEEn AWART B¥EER BMEER  BMEER  AWEER  RWEEX

At 1st January MA1R 128 474 4 - 3 - 135 474
New provisions charged to income statement WaRA 194 83 - - - - 194 83
Net provisions released back to income statement ~ BENEZMERLE (99) - 0] - )] - (103) -
Amounts written off ik (110) (103) - - - - (110) (103)
Recoveries U] 67 - - - - - 67 -
Effect of discounting STEMINE2 ® - - - - - ® -
Exchange adjustments 3 (1) @ - - - - (1) 0]

At 315t December M2A318 m 450 2 - 1 - 174 450




180 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
ARIE M o (48)

28. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) 2 F A Fh Iz H At BRIE (@)

(b) Impairment allowances against advances and other accounts for  (b) 20125 &5 & HAbRIE 2R EERE
2012

The Group £

Advances to customers Advances to banks Other accounts Total

; AR i
Individual  Collective  Individual Individual  Collective ~ Indiidual ~ Collective
@51 B8 {51 2 (85 B8 6] 2
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET AYEEn BYAEn A%EET  AMpEn  B%EER  AMEER
At 1t January RMA1E 205 763 3 - 88 4 2% 167
New provisions charged to income statement YR AL R 346 38 1 - 50 - 397 3
Net provisions released back to income statement B ERHIEETE (178) - - - (24) - (202) -
Amounts written off s (288) (101) - - (12) (1) (300) (102)
Recoveries h(EE 12 - - - - - 12 -
Effect of discounting (Note 4) B2 (i) (20 = = = = = (20 =
Transfer 85 75 - - - (75 - - -
Reversal due to disposal of a subsidiary RitE— BN AR (17) (30 - - - - (17) (30)
Exchange adjustments ERHE 3 11 - - 1 - 4 1
At 315t December M2A31A 238 681 4 - 28 3 210 684

The Bank {7
Advances to customers Advances to banks Other accounts

LA R85 AR 8
Individual ~ Collective ~ Individual ~ Collective ~Individual ~ Collective ~ Individual ~ Collective
{63 2B {51 2R 63 2B {51 it
HKS Mn HKS Mn HK$ Mn HKS Mn HKS Mn HKS Mn HK$ Mn
AEEET  AEEER T AYRET AERET AEEER BETL
At 1st January RA1E 130 535 3 - 3 - 136 535
New provisions charged to income statement WRENZ AR 1M 3 1 - 6 - 179 3
Net provisions released back to income statement BRI GREEE TR (118) - - - - - (118) -
Amounts written off s (136) ) - - 6 - (142) (93)
Recoveries (k] 9 - - - _ _ ) _
Effect of discounting BEilf (14) - - - - - (14) -
Exchange adjustments EH A= 2 9 - - _ _ ) 9

At 315t December R2A318 128 474 4 = 3 = 135 474
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(0 BFBR-ITEIE
BATESBNE S BHAE LB EMBHRN
AP LRERESERARANERMES -

(c) Advances to customers — by industry sectors
The analysis of gross advances to customers and the percentage of secured
advances by industry sector is based on the categories and definitions used by the

HKMA.
2013 2012
% of secured % of secured
Gross advances advances Gross advances advances
BRERBH BEABN
BReE ER AR SEpd
HKS Mn % § %
BEEET ERE:3 BOX
The Group 4]
Loans for use in Hong Kong EEBHERNER
Industrial, commercial and financial IEsR

— Property development - MEER 13,743 71.01 13,460 71.28
— Property investment - MERE 37,574 87.51 39,522 90.10
~ Financial concerns — SEBR 13,780 81.80 11,557 86.79
— Stockbrokers - REER 1,222 88.85 804 85.26
— Wholesale and retail trade — BEETER 14,296 34.11 10,232 41.50
- Manufacturing — Bl 6,963 37.04 6,331 34.07
— Transport and transport equipment — B EEE R 5,954 66.01 5414 64.01
— Recreational activities — IREOEF) 9 33.02 215 44.22
~ Information technology — BB 1,063 8.88 1,170 8.28
- Others — Hit 10,189 50.34 7,580 47.25
- Sub-total — i 104,880 68.31 96,285 72.25
Individuals A
— Loans for the purchase of flats in
the Home Ownership Scheme, -BEEEFEEE
Private Sector Participation [AAZRERHE IR
Scheme and Tenants Purchase [HEEHEEHE BT
Scheme HER 1,096 100.00 1,171 100.00
— Loans for the purchase of other - BEAMEENE
residential properties HER 28,537 99.99 25,337 99.98
— Credit card advances - ERFER 4,137 0.00 3,802 0.00
- Others — Hit 19,453 68.64 16,297 7517
- Sub-total — i 53,223 80.76 46,607 83.15
Total loans for use in Hong Kong EEAERNERARE 158,103 72.50 142,892 75.80
Trade finance BE5mE 5,895 39.60 5,156 41.08
Loans for use outside Hong Kong* EEBAIMERRE S 241,359 71.02 202,672 70.42
Total advances to customers L=k ab et ) 405,357 71.14 350,720 72.18
*  Loans for use outside Hong Kong include the following loans for use in Mainland China. & g %Eﬁiéﬁ/\ (& FHEY B Sk E145 A T A B A b
FHEIE K
2013 2012
% of secured % of secured
Gross advances advances Gross advances advances
BEABA FERABR
BRAH MBS Bz SEpd
HK$ Mn % HK$ Mn
BERER EpiES BEEET
Property development MEERE 33,980 52.70 27,835 5535
Property investment MERE 29,801 98.45 29,895 98.45
Wholesale and retail trade HEETER 35,088 79.84 26,872 74.89
Manufacturing g% 12,081 4734 10,116 46,81
Others Hih 68,844 66.67 57,015 63.41
179,794 70.57 151,733 69.76
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28. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) 2 F A Fh Iz H At BRIE (@)

(c) Advances to customers — by industry sectors (continued) () BFER—ZRTEIE@E)
2013 2012
% of secured % of secured
Gross advances advances Gross advances advances
BEARR BIEARHK
B BIETE MBEAL
HKS$ Mn H
AEEER Yot
The Bank $RIT
Loans for use in Hong Kong EEBERNER
Industrial, commercial and financial IrEsm
— Property development — MELE 13,733 71.06 13,450 7133
— Property investment - WERE 37,491 87.49 39,437 90.08
— Financial concerns - eRtE 13,779 81.80 11,557 86.80
— Stockbrokers - BELL 1,222 88.85 804 85.26
— Wholesale and retail trade - BERETELX 14,207 33.69 9,875 39.39
- Manufacturing S CE 6,926 36.70 6,288 33.63
— Transport and transport equipment ~ — E#HEEHR 5,930 65.87 5,386 63.82
— Recreational activities — IRESES) 9% 33.02 215 44.22
— Information technology — B 1,062 8.88 1,170 8.28
- Others — Hfty 9,473 46.59 7,061 4337
- Sub-total — /et 103,919 68.02 95,243 71.95
Individuals fAA

- Loans for the purchase of flats in the
Home Ownership Scheme, Private ~ —BE[EEEEEE] -

Sector Participation Scheme and [FABEEEE R
Tenants Purchase Scheme EEHEE ETHER 1,096 100.00 1171 100.00
- Loans for the purchase of other \
residential properties - BEEMEEMENER 28,533 99.99 25,331 99.98
~ Credit card advances - GARER 4,137 0.00 3,802 0.00
- Others — Hfty 18,123 68.11 14,944 75.11
- Sub-total — INat 51,889 80.88 45,248 83.36
Total loans for use in Hong Kong EEBERNEREE 155,808 72.31 140,491 75.63
Trade finance B5mE 5,504 36.19 4,606 36.28
Loans for use outside Hong Kong* EEBLIMERMER 98,171 57.31 76,475 56.59
Total advances to customers RE#7EE 259,483 65.87 221,572 68.24
*  Loans for use outside Hong Kong include the following loans for use in Mainland China. * EBBLIMERR B EIEL T B A
EABE L
2013 2012
% of secured % of secured
Gross advances advances Gross advances advances
BEARR BEARK
BRE MEA BB S ERsd
HKS$ Mn __HK§ Mn %
BERET 3 ot BRX
Property development MEER 15,603 8.80 11,905 482
Property investment MERE 803 49.75 805 96.85
Wholesale and retail trade HERTEZX 7,561 93.70 3,640 78.27
Manufacturing s 4,523 42.09 3,415 52.47
Others HAth 10,321 11.58 5,932 12.81

38,811 30.81 25,697 26.28
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Individually impaired loans, as well as relevant information, in respect of industry N TRITE RN EEPRRETEA D 2T
sectors which constitute 10% or more of total advances to customers are as A ER B EERIRENER - AR
follows: FAERNT -

The Group £ The Bank 817
2013 2012 2013 2012

HKS Mn BB HKS Mn BREET HKS Mn BSEET HKS MnBREST

(i) Property development () WEER
a. Individually impaired loans a. BERIREMER 131 166 % 156
b. Individual impairment allowance b, fERIIEER 16 21 6 1
¢. Collective impairment allowance ¢ BEER(E%ER 62 59 35 35
d. Provision charged to income d. MR S
statement %f
— individual impairment loss - ERREERS - 7 - 7
~ collective impairment loss - BRERERL 22 18 8 8
e. Written off e. HisH - 8 - 8
(ii) Property investment (i) MEHRE
a. Individually impaired loans a. BERIRENER 242 174 122 131
b. Individual impairment allowance b, BRI EERE 5 7 5 7
¢. Collective impairment allowance ¢ BESREEE 140 177 97 133
d. Provision charged to income d. PG R 2 SHH)
statement %fp
~ individual impairment loss - ERIRERX - 12 - 7
— collective impairment loss - BERERLK 35 56 27 4
e. Written off e. flsH - 19 - 14

(ii) Loans for purchase of residential (i) B B EfhE =1

properties KB
a. Individually impaired loans a. BERIREMER 169 102 m 83
b. Individual impairment allowance b, fERIIEER 2 1 - =
¢. Collective impairment allowance ¢ BEER(EERE 55 54 28 31
d. Provision charged to income d. MR S
statement %f
— individual impairment loss - BRI EERR 3 5 2 [
— collective impairment loss - BRERERL 12 8 5 3
e. Written off e. Mg 2 1 2 1
() Wholesale and retail trade W) HBETEE
a. Individually impaired loans a. BERIREMER 314 264 64 61
b. Individual impairment allowance b, {ARIEERE 106 77 24 33
¢. Collective impairment allowance ¢ EEEREEE 109 9% 68 58
d. Provision charged to income d. PR SHH)
statement Kl
— individual impairment loss - {ERlRERR 120 170 3 40
- collective impairment loss - BERERL 38 24 23 11

e. Written off e. Mg 72 120 43 15
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28. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) 2 F A Fh Iz H At BRIE (@)

(d) Advances to customers — 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.

(d) EFE2XR-REHSE
EPRFRBRARLIRANSE - ZRE
RZBEFHOMEL  YEEREBRARE
= —RMF  AHRBROERESIIER
HEF A BERN— TR - IxER
HIBTTH RERRITIEIN DT - MZRTT
F AR E BRI IFRIN R F R » B
RE#R SR —ERRERE S —ERR -

The Group £E
2013
Advances
Total overdue for Impaired Individual Collective
advances to over three advances to impairment impairment
customers months customers allowance allowance
BEFEY @E3EAUL B BIRE
g HEFBXK =
HK$ Mn HK$ Mn HK$ Mn
BEEELT  BNEER HEEET
Hong Kong &b 172,436 188 384 81 210
People’s Republic of China A A R F1E 189,924 653 840 159 316
Other Asian Countries H it MBI 22,124 18 120 72 106
Others il 20,873 65 237 1 67
Total “a%8 405,357 924 1,581 323 699
% of total advances to B PR AETER)
customers Aot 0.39%
Market value of security held
against impaired advances
to customers RUERFEAERTE 3,779

The Group &£&

2012
Advances
Total overdue for Impaired Individual Collective
advances to over three advances to impairment impairment
customers months customers allowance allowance
BUEA3(E A A - HERP R E BERE
HE BN 2R #fE 1
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET BERET AEEET ABEEET BERET
Hong Kong & 159,038 171 338 84 208
People’s Republic of China i A R £ B 151,588 375 453 119 232
Other Asian Countries LG ETER 19,446 29 43 17 118
Others EAh 20,648 81 304 18 123
Total “a%8 350,720 656 1,138 238 681
% of total advances to RPN
customers B 0.32%
Market value of security held
against impaired advances
to customers HEDRERRTE 2,947
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The Bank $81T
2013
Advances
Total overdue for Impaired Individual Collective
advances to over three advances to impairment impairment
customers months customers allowance allowance
BEFEN AE3@EANL REEF B RIRE EREE
g HEF BN EE i) i}
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET BYEEERT BYEET BEEET
Hong Kong BH 158,402 184 367 70 188
People’s Republic of China A ZE A RHEAE 58,888 126 130 18 90
Other Asian Countries H it ZM IR 21,838 18 120 72 106
Others Hth 20,355 64 237 1" 66
Total 1 259,483 392 854 171 450

% of total advances to R MEEERN
customers B 0.33%

Market value of security held
against impaired advances

to customers BEBZTERMRTE 2,312

The Bank $R1T

2012
Advances

Total overdue for Impaired Individual Collective
advances to over three advances to impairment impairment
customers months customers allowance allowance
BB AEBEANE HERS ERDRE BERE
Fk] & PR K B ]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AERET BERET BERET BERET BERET
Hong Kong BB 143,354 149 304 74 182
People’s Republic of China 1% A R A 39,563 98 127 19 53
Other Asian Countries HnIMEIR 18,863 29 43 17 117
Others Hity 19,792 80 303 18 122
Total k) 221,572 356 777 128 474

% of total advances to BREBREEN
customers Bkl 0.35%

Market value of security held
against impaired advances

to customers HERSFERRTE 2,262
Impaired loans and advances are individually assessed loans with objective evidence A E R R BFGEE B IR R SR EE R
of impairment on an individual basis. The above information by countries or BERIFTENER - A FHRBERSE D IE
geographical areas is derived according to the location of the counterparties after WER  RREBEXSHFOMEMIEER

taking into account any transfer of risk. EERBRER -
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28. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (CONTINUED) 2 F A Fh Iz H At BRIE (@)

(e) Advances to customers — net investment in finance leases (e) BFEN -—MEHENFRER
Advances to customers include net investment in equipment leased under finance EEARBENREHER B LR
leases. The total minimum lease payments receivable under finance leases and their RERERERKNZEREMHEE &
present values at the year end are as follows: HBEMOT :

The Group and The Bank £E K17
2013 2012
Present Interest Present Interest
value of the income Total value of the income Total
minimum relating to minimum minimum relating to minimum
lease future lease lease future lease

payments periods payments payments periods payments
BEHE HEARR BRIEHE EHE HREARR
HRRE FIEBA REaE NHRE FISUA s
HK$ Mn HKS$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET B%EEx B¥EER A¥EEn  A%EEr  BKEER

Amounts receivable: FEURERK
Within one year TELR 1,349 186 1,535 1,298 167 1,465
After one year but within five years 118 Z5E R 1,672 269 1,941 1,576 215 1,791
After five years SELAME 2,367 380 2,747 1,857 261 2,118
5,388 835 6,223 4,731 643 5,374

Less: Individual impairment

allowances A ERREER 0] ®)
Net investment in finance leases ~ BHATREH)FRERE 5,381 4,723
The net investment in finance leases is carried on the statement of financial B TH & 8RB B AR (R R IR E BT TSR
position as a receivable. No accrual is made for the interest income relating to RERARFIER o RREAE BT SWAN LA E -

future periods.
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29. AVAILABLE-FOR-SALE FINANCIAL ASSETS AI{tHESREE

The Group 8 The Bank 17
2013 2012 2013 2012

HKS Mn B EET HKS Mn A% EET HKS Mn B EET HKSMn BEEET

Treasury bills (including Exchange Fund  BIEE% (BIENEELZ1E)

Bills) (Note 46(c)) (Hiit46(c) 18,797 22,873 18,796 22,873
Certificates of deposit held (Note 46(c) #8 K755 (f7:746(c) 2,386 2,914 1,205 1,609
Debt securities (Note 46(c)) B ER(H7246(c) 47,499 36,546 25,818 19,330
Equity securities IRfn &% 2,722 2,307 1,327 1,132
Investment funds REES 185 91 184 72

71,589 64,731 47,330 45,016
Issued by: BITHEE

Central governments and central banks ~ F R BRI R 3547 19,694 23,087 18,100 22,363

Public sector entities NEWE 2,273 2,198 324 66

Banks and other financial institutions ~ $847 & E & Rhi IR 25,350 20,855 11,150 11,121

Corporate entities hEER 24,048 18,462 17,573 11,394

Other entities Hit &R 224 129 183 72

71,589 64,731 47,330 45,016
Analysed by place of listing: B EmnR A :

Debt securities EBER
Listed in Hong Kong ERE LM 8,165 5,450 6,276 4,303
Listed outside Hong Kong EEBIMNER £ 12,292 12,519 9,603 10,108
20,457 17,969 15,879 14,411
Unlisted JEEm 48,225 44,364 29,940 29,401
68,682 62,333 45,819 43,812

Equity securities B &5
Listed in Hong Kong ERE LM 580 553 140 142
Listed outside Hong Kong ERB MR £ 1,318 978 403 282
1,898 1,531 543 424
Unlisted JEEH 824 776 784 708
2,722 2,307 1,327 1,132

Investment funds BREES
Listed outside Hong Kong ERBAINE £ 1 19 - -
Unlisted ELEm 184 72 184 72
185 91 184 72

71,589

64,731

47,330

45,016
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30.HELD-TO-MATURITY INVESTMENTS (NOTE 46(c)) =2 2|Hi1RE (KizF46(c))

The Group £8 The Bank 1T
2013 2012 2013 2012

HKS Mn B¥EET HKS Mn B EET HKSMn B¥EET HKS Mn BEEET

Treasury bills (including Exchange Fund

Bills) BEER(BEINEESER) 649 615 649 615
Certificates of deposit held BENEDRE 1,186 1,070 1,186 1,039
Debt securities BEES 3,213 2,635 2,105 1,565

5,048 4,320 3,940 3,219
Issued by: BATHLE

Central governments and central banks ~ # REFFAIFR JL 4R 1T 1,745 1,552 1,741 1,548

Public sector entities NERE 153 316 50 168

Banks and other financial institutions 847 R E & BB 803 1,108 263 390

Corporate entities TEEE 2,347 1,344 1,886 1,113

5,048 4,320 3,940 3,219
Analysed by place of listing: 1% EmE A

Debt securities EBES
Listed in Hong Kong BB LM 1,119 627 782 570
Listed outside Hong Kong EREIMEE ETH 1,777 1,527 1,522 1,096
2,896 2,154 2,304 1,666
Unlisted EEH 2,152 2,166 1,636 1,553
5,048 4,320 3,940 3,219

Fair value: ATEE
Listed securities FES 2,983 2,295 2,378 1,783
Unlisted securities MBS 2,152 2,179 1,637 1,553
5,135 4,474 4,015 3,336

Movement of impairment allowances REEENEE

The Group £ The Bank 81T
2013 2012 2013 2012

HKS Mn BSEET HKS MnBBEST HKSMn BEEET HKSMn BEAST

At 1st January R1A18 - 11 - 11
Written back [o] - (11) - (1)

At 31st December ®12A31H - = - -
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31.INVESTMENTS IN SUBSIDIARIES B A TR E

The Bank 817
2013 2012

HKS Mn BEEERT  HKS Mn BEEFET

Unlisted shares, at cost I EmRH (RE) 15,494 14,093
Less: Impairment allowances W OREEE (224) (135)
15,270 13,958
The following list contains only the particulars of subsidiaries which principally UTHEABFEEAEENKE  BEXE
affected the results, assets or liabilities of the Group. The class of shares held is BEEATENHBRGE - LERMHBLE
ordinary. f&tn o
Details of these companies are as follows: U ZERRNFHELT
Place of % Held by
incorporation Issued and The Bank The Group
Name of company and operation paid-up capital ReT £HE Nature of business
DRIER By d-ESut ERITRBERS FribREz  FibREE FBME
Ample Delight Limited Hong Kong HK$7#%450,000,0007T 100%  Investment holding
AR HRAE] BB REE
Bank of East Asia (Trustees) Limited ~ Hong Kong HK$7%%150,000,00075 100% Trustee
RERIT(EE)BERAR EE SRS
BEA Life Limited Hong Kong HK$78#500,000,0007T 100% Life insurance
REASREARAR BB AR
Blue Cross (Asia—Pacific) Insurance Hong Kong HK$7#%625,000,0007T 100% Insurance
Limited B Rz
E+F(EN)RBRARLR
BEA Union Investment Management  Hong Kong HK$7##374,580,0007T 51% Asset management
Limited B EEEE
ROHEREERER AR
BEA Wealth Management Services  Taiwan, Republic of ~ NTD¥7 & #273,200,0007T 100%  Wealth management
(Taiwan) Limited China services
RoEFRNHBRAA A& PERH B EEE RS
Central Town Limited Hong Kong HKS$&# 27T 100% Property investment
EREEBRAT e MERE
Century Able Limited Hong Kong HK$7#%929,752,8497T 100%  Investment holding
EEARAR EE REER
Corona Light Limited BVI HK$7%#£929,752,8497C 100% Investment holding
REBRLHS REER
Credit Gain Finance Company Limited Hong Kong HK$7#%370,000,0007T 100% Money lenders

REMHEAERRA B BEA
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31.INVESTMENTS IN SUBSIDIARIES (conTinueD) M A B3R E )

Place of % Held by
incorporation Issued and The Bank The Group
Name of company and operation paid-up capital ReT %8 Nature of business
DEER A d-Eut BRTRBERAE FribREz FribfEsm EBME
Crystal Gleaming Limited BVI HK$7#%929,752,8497T 100% Investment holding
RBRIES REER
East Asia Electronic Data Processing ~ PRC US$3,000,0003 7T 100%  Servicing
(Guangzhou) Limited (Note 1) e AR EFE BRAS 1
RoBTENRE(BM)ARAR
(Hiat1)
* East Asia Holding Company, Inc. us US$5ETT 100% Bank holding company
xE RITHEIRA A
East Asia Investments Holdings (BVI) ~ BVI HK$/%%186,038,7257T 100% Investment holding
Ltd. RERLHS KREERR
* East Asia Properties (US), Inc us US$5%T 100%  Property holding
e ESSTE]
East Asia Property Holdings (Jersey) ~ BVI GBP#EEEITT 100% Property holding
Limited REBRIHS WERA
East Asia Secretaries (BVI) Limited BVI HK$7%%300,000,0007T 75.61% Investment holding
RBRIES REER
East Asia Securities Company Limited Hong Kong HK$/%#25,000,0007T 100% Securities broking
REEFERAA BB EHEE
East Asia Strategic Holdings Limited ~ BVI US$50,000,0003 7T 100% Investment holding
RBRIES RE®
Innovate Holdings Limited BVI US$12E7T (Ordinary ErifAR) 100% Special purpose vehicle
RBRIHS US$500,000,0003575 company
(with a liquidation HEBMIRELA

preference of US$1,000
per share ffi5 &% 1,000

ELBRELR)
Shaanxi Fuping BEA Rural Bank PRC CNY AR #20,000,0007T 100% Banking and other
Corporation (Note 1) EARLAE financial businesses
REE FRENBRITEREERE RITRE R
(Kriz1) SRR
Shenzhen Credit Gain Finance PRC CNY AR #300,000,0007T 100% Micro-finance loan
Company Limited (Note 1) L EINES e NEREER

YR N EERAERAR
(Ki:1)
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BRIERE (&)

% Held by
The Bank The Group

R1T £ Nature of business
FribfERE PR EBMHE

Place of
incorporation Issued and

Name of company and operation paid-up capital

NEER B3 E-ES ERTRBRREK

Skyray Holdings Limited BVI HK$%#450,000,0007T
RERLES

Speedfull Limited BV HK $ 7% 450,000,0007T
REELHS

The Bank of East Asia (China) Limited PRC CNY AR #8,000,000,0007T

(Note 1) AR ERE
R T(RE)BRAR(HaE1)

Tricor Consultancy (Beijing) Limited ~ PRC US$ 1,850,000 7T
(Note 1) FEEARAE

RpeERAGLR)BRAR A1)

Tricor Holdings Limited BVI US$7,001% 7T
RERZHS

Tricor Holdings Pte. Ltd. Singapore S$HT AN 5,000,002 7T
AN

Tricor Investor Services Limited Hong Kong HKS$&®2T

EEEFETERAH B8

Tricor Services Limited Hong Kong HK$ &2

EEEERBERAR B

Tricor Services (Malaysia) Sdn. Bhd.  Malaysia RMES#5,672,4847T,
BRAD

Tung Shing Holdings Company BVI US$20,000,000% 75

Limited RERZES
REZEREBRAH
Notes:

1. Represents a wholly foreign owned enterprise registered under the PRC laws.

2. The above subsidiaries have no non-controlling interests material to the Group.

*  Company not audited by KPMG. The accounts of the subsidiaries not audited by KPMG
reflect total net assets and total income constituting approximately 0.2% and 0.1 %
respectively of the related consolidated totals.

100% Investment holding

REER

100% Investment holding
REER

100% Banking and related

financial services
RITRBBEN SR
Mg

75.61%  Business consultancy in
China
B

75.61% Investment holding
REER

75.61% Investment holding
REER

75.61% Investor services

REERY

75.61%  Business, corporate
and investor services
i hERIREE
MR

68.05% Investment holding
RE®

100% Investment holding

REZR

HfaE

1 —IRIEH A RKFE LD 2 2 EHE
BINEDRE -

LM 2 Al FEFE 1 i an 5 A R B T
EX-

HHEEFRE AN E G AA] - FEH
EE G E BRI E R FARRZ
BEMERRA B B 1ER4E AB A
0.2%%0.1% °
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32.INVESTMENTS IN ASSOCIATES B& N TR E

The Group %8 The Bank 1T
2013 2012 2013 2012

HKS Mn B¥EET HKS Mn B EET HKSMn B¥EET HK Mn BEBET

Listed shares, at cost Lk (RE) - = 2,040 2,040
Unlisted shares, at cost I LRk (RE) - - 465 525
Share of net assets ERFEE 4,407 4322 - =
Goodwill kS 372 355 - -
4,779 4,677 2,505 2,565
Less: Impairment allowances A OREER - = - -
4,779 4,677 2,505 2,565
Loans to associates amounting to HK$233 million (2012: HK$233 million) are s N R E B2 33(87T (20124 : B
included under placements with banks and other financial institutions. 2.33{87T) B BEEERIT R E & BiED
T o
Share of associates’ taxation for the year amounted to HK$205 million (2012: FRERNEGHSAGFIEASK2 5@ T
HK$173 million). (20124 : B#1.73187T) -
Shareholdings in associates held by the Bank include listed investments of TITHBZBEARRERE LR EBE
HK$2,040 million (2012: HK$2,040 million). As at the end of the reporting period, 20.4018 70 (20124 : #¥20.401870) ° ¥
the fair value of these investments held by the Group, based on quoted market MEBERA - AEEAMFHERERTS
prices, was HK$3,449 million (2012: HK$3,063 million). WEFE 2 AFBEAB34.49(87T(2012

£ BHE30.63(8TT) °

The following list contains only the particulars of associates which principally U TREABREEAREBNEESIEERSE
affected the results or assets of the Group: HENEERT

% of ordinary shares B

Place of incorporation held by
Name of company and operation The Bank The Group  Nature of business
DEAE S R S B BTG REMGER XBME
Listed L7i
AFFIN Holdings Berhad Malaysia 23.52% Investment holding
kAT REER
Unlisted 3 £
Dolford Property Holdings Limited BVI 30%  Investment holding
RBRRES KREER
Founder BEA Trust Company Limited PRC 19.99% Trust and other financial
HIERBEFARRE L EYNEP i businesses
fErt R Ao mE E
Industrial and Commercial Bank of China Canada 20% Banking services
(Canada) JIEVN RITARES

RETRRT(NER)BRAF
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% of ordinary shares Z &

Place of incorporation held by

Name of company and operation The Bank The Group  Nature of business

DEER FE I i B RITFGERE SEGER XBHEE

Industrial and Commercial Bank of China  US 20%  Banking services

(USA) N.A. 3= RITRTE

HE TRER1T (=)

Platinum Holdings Company Limited Cayman Islands 29.99% Investment holding
RS REE

PT. Bank Resona Perdania Indonesia 30%  Banking and related financial
ENfe services

PITRE B RRE

2013 2012

HKS Mn ¥ EEBT  HKS Mn BEBEET

Summarised financial information of the material
associates, adjusted for any differences in accounting B A4 7 A RIEHEEIEE R - 5
policies, and reconciled to the carrying amounts in BeHBR AMEEREBEERE

the consolidated financial statements IR R ARE A IR NIL NIL
Aggregate information of associates that are not

individually material RN ERE SN 7] 2 BN ER
Aggregate carrying amount of individually immaterial BRI E AR LA RIS A M EHREK

associates in the consolidated financial statements ZBANIREE 4,779 4,677

Aggregate amounts of the Group’s share of those

associates’ AEBEZEHE AR BNEE
Profit from continuing operations REREEES ﬂ 684 536
Post-tax profit or loss from discontinued operations REBFILEE RN SEE - -
Other comprehensive income Hfh 2 HE M (370) 78
Total comprehensive income ZHEERETE 314 614
Reconciliation of carrying amounts to REERAEERNEE AR

the Group's total interest in the associates R
Carrying amount of material associates EDN: YN - -
Carrying amount of individual immaterial associates BRI N E A4 A 7 2 BRE(E 4,779 4,677

Interest in associates in the consolidated financial
statements Eir A R R B S A Rl s 4,779 4,677
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33.GOODWILL AND INTANGIBLE ASSETS B8 Kk B &&=

Goodwill and intangible assets include goodwill arising on business combinations
and acquired intangible assets. Acquired intangible assets are amortised over their
estimated economic useful life.

The Group &8

2013

BEMEVEEREREEGAMHELINEE
REAELEE -BABTEERREMGE
(S 5 -

The Bank 17

2012 2013 2012

HKS Mn B¥EET HKS Mn B EET HKSMn B¥EET HKSMn BRBET

Goodwill S 2,724 2,743 1,460 1,460
Acquired intangible assets BARTAE 1,266 1,298 - -
3,990 4,041 1,460 1,460

(a) Goodwill (a) &

The Group £

2013

The Bank 47

2012 2013 2012

HKS Mn B¥EET HKS Mn BEEET HKSMnB%EET HKSMn A¥EET

At 1st January R1A18 2,743 2,882 1,460 1,460
Additions through acquisition of IR KB A RIAY

subsidiaries £E 1 [ - -
Reversal due to disposal of a B E—FMEAR

subsidiary B - (172) - -
Exchange adjustments I % (20) 22 - -
At 31st December W12A318 2,724 2,743 1,460 1,460

Impairment tests for cash-generating units containing goodwill

Goodwill is allocated to the Group’s cash-generating units (CGU) identified
according to business segments as follows:

BERBNRSEERN RERH

AEEREBHBOEBHETAIHBNRS

Personal banking B AT
Corporate banking RERIT
Treasury markets &S
Corporate services R
Others Hit

EEBRMT :
2013 2012
HKS Mn B EERT  HKS Mn BEEET
849 849
453 453
158 158
1,216 1,235
48 48

2,724 2,743
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The recoverable amount of the CGU is determined based on value-in-use
calculations. These calculations use cash flow projections based on financial
budgets approved by management covering a five-year period. Cash flows beyond
the five-year period are extrapolated using the estimated rates stated below. The
growth rate does not exceed the long-term average growth rate for the business in
which the CGU operates.

The pre-tax discount rate used for value-in-use calculations is 11.50%-12.95%
(2012: 11.39%-12.5%) and the long-term growth rate is 4%-10% (2012: 4%—
10%).

Management determined the budgeted net profit based on past performance and
its expectation for market development. The weighted average growth rates used
are consistent with the internal forecasts.

(b) Intangible assets (other than goodwill)

Intangible assets consist of naming rights only. Intangible assets are stated at cost
less accumulated amortisation and impairment loss (Note 2(k)(iv)).

Amortisation of intangible assets with finite useful lives is charged to the income
statement over the assets’ estimated useful lives. The following intangible assets
with finite useful lives are amortised from the date they are available to use and
their estimated useful lives are as follows:

Naming rights: Over the shorter of the lease period of building or land

Both the period and method of amortisation are reviewed annually.

The Group 58
2013

(b

BRIERE (&)

e EEBNMAIE € REAIREEREE
FTE o FHERERRBERE B R AENSFU
BENRRIEMET o BBSFHRNESR
BT R A R AEHEET - IR EAAEE
ZHEeEEBUMEELEBNRATHER
ARsECAEENRBRATTNER
11.50%-12.95% (2012 : 11.39%-12.5% ) &
REERE A4%-10%(2012 : 4%-10%) °

ERERMAERRRANDSRRASE
BIEEUT - FERR O MM R E R
BEAR B -

B EE (BERMD)

~

BVEERBEGEE - BREERRKAR
B Rt 3 SR E IR R AR (B sE2(k) (V) ©

BREA BN ETEERRE G TRAHAR
WSk A - LT ERENAHNELE
EEM AT 6E R BB IR A T RO (bRt vl A Hs 85

iR RR Y S T A B &

SEARNERRIEHETTA

The Bank $17

2012 2013 2012

HKS Mn B®EBT HKS Mn BREET HKS Mn BBEET HKS MnBREST

Cost A
At 1st January R1A1H 1,419 1433 - -
Reversal due to disposal of a AL E— BRI

subsidiary R - (14) - =
At 31st December W12A31H 1,419 1,419 - -
Accumulated amortisation EHE 3
At 1st January ®1A18 (121) (100) - -
Amortisation charge for the year FE N

(Note 11) (Brzt11) (32) (33) - =
Reversal due to disposal of a R E—fEHB AR

subsidiary R - 12 - -
At 31st December M12A318 (153) (121) - -
Carrying amount at 31st December MM2A31 REREE 1,266 1,298 - -
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34.FIXED ASSETS BlE & &

2013
The Group £
Furniture,
Investment Bank fixtures and
properties premises equipment Sub-total
B £
REWE it e it
HKS$ Mn HK$ Mn HKS$ Mn HKS$ Mn
B¥EET BERET BYEET E¥EET
Cost or valuation A EE
At 1st January, 2013 R2013E1A18 3,100 9,054 4,671 13,725 16,825
Additions #E 10 212 490 702 712
Revaluation surplus (Note 15) BERRHE15) 388 - - - 388
Revaluation of bank premises THEREA
transferred to investment properties & &%
(Note) (Hi:t) 1,123 (1.123) - (1.123) -
Revaluation surplus on bank premises 774t Eft R84
(Note) () - 664 - 664 664
Redevelopment cost BERA 144 48 - 48 192
Disposals HeE (380) (92) (146) (238) (618)
Exchange adjustments EHRE 15 112 Ly) 154 169
At 31st December, 2013 R2013F12A31R 4,400 8,875 5,057 13,932 18,332
Accumulated depreciation and ZER

amortisation i)

At 1st January, 2013 R2013E1 18 - 1,170 3,103 4,273 4,273
Charge for the year (Note 11) FENZEMZ) - 175 495 670 670
Revaluation of bank premises T EfEEA

transferred to investment properties &M%

(Note) (Hat) - (6) - (6) (6)
Written off on disposal B B - (45) (135) (180) (180)
Exchange adjustments 0 5 A% - 20 25 45 45
At 31st December, 2013 R®2013F12A31H - 1,314 3,488 4,802 4,802

Net book value at FREFE
31st December, 2013 #2013F12A31H 4,400 7,561 1,569 9,130 13,530
The gross amounts of the above assets i &EH 2 5E5II7R
are stated: JONNE
At cost R - 8,063 5,057 13,120 13,120
At Directors' valuation REERE

- 1989 —1989F - 812 - 812 812
At professional valuation REERE

-2013 —2013& 4,400 - - - 4,400

4,400

8,875

5,057

13,932

18,332
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2013
The Bank 4T
Furniture,
Investment Bank fixtures and
properties premises equipment Sub-total
B £
REME T4t Rt Nat
HK$ Mn HKS$ Mn HK$ Mn HKS$ Mn
BREER BERER BERER BERER
Cost or valuation KA GHE
At 1st January, 2013 R2013E1 818 2,428 4,138 2,617 6,755 9,183
Additions Z2E - - 195 195 195
Revaluation surplus BfhRH% 187 - - - 187
Revaluation of bank premises THEHEA

transferred to investment properties ~ REME

(Note) (H3t) 1,145 (1,145) - (1,145) -
Revaluation surplus on bank premises ~ {THt &G &

(Note) (W) - 664 - 664 664
Redevelopment cost BERA 9% 48 - 48 144
Disposals HE (118) - (36) (36) (154)
Exchange adjustments BE A R - (24) 1 (25) (25)
At 31st December, 2013 ®2013%12A31H 3,738 3,681 2,775 6,456 10,194

Accumulated depreciation and ZEER
amortisation B
At 1st January, 2013 R2013E1 818 - 493 1,854 2,347 2,347
Charge for the year FENSH - 48 232 280 280
Revaluation of bank premises THEHEA

transferred to investment properties ~ REWE

(Note) (Hrzt) - (6) - (6) (6)
Written off on disposal HE RS H 8 - - (35) (35) (35)
Exchange adjustments R - (1 - M (1
At 31st December, 2013 #2013F12A318 - 534 2,051 2,585 2,585

Net book value at REFE
31st December, 2013 #2013F12A31H 3,738 3,147 724 3,871 7,609
The gross amounts of the above assets |- & &K 4258517
are stated: NS
At cost B - 2,869 2,775 5,644 5,644
At Directors’ valuation REERE

-1989 —1989%F - 812 - 812 812
At professional valuation REERE

-2013 —2013F 3,738 - - - 3,738

3,738 3,681 2,775 6,456 10,194
Note: On 28th June, 2013, a portion of property development previously classified as bank BifzF - R20134€6 H28H - &517 B IR H W% d1 I
premises was transferred to investment properties. The carrying value of the bank HETTHHRFIBARE YR © ZITHREG
premises prior to being revalued was HK$475 million. Upon transfer, the property was B2 BREE 738 #64.7518 T - (EEEERT -
remeasured at fair value, which was externally appraised at HK$ 1,145 million. ZYFEABET L FIEE - IR EEE

BBEE11.45(50T ©
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AR IR B =L (4R)

34.FIXED ASSETS (CONTINUED) [EEEE (&)

2012
The Group 5Bl
Furniture,
Investment Bank fixtures and
properties ENINES equipment Sub-total
B ®E
REME T &3 et
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET ABERET BERET BEREL
Cost or valuation RAZEE
At 1st January, 2012 R20121 818 2,940 8,991 4,563 13,554 16,494
Additions ®E 17 22 386 408 425
Revaluation surplus (Note 15) EEBRBRE15) 454 - = - 454
Revaluation of bank premises TEEREA
transferred to investment properties & &% 36 (36) - (36) -
Revaluation loss on bank premises TERER
(Note 15) (Hiit15) - 3) = 3) B3)
Redevelopment cost EL=7N 21 28 - 28 49
Reversal due to disposal of R E—fEHB AR
a subsidiary B = = (116) (116) (116)
Disposals e (375) (25) (183) (208) (583)
Exchange adjustments HEH AR 7 77 21 98 105
At 31st December, 2012 R2012%128318 3,100 9,054 4,671 13,725 16,825
Accumulated depreciation and ZITER
amortisation B
At 1st January, 2012 20124118 = 1,012 2,843 3,855 3,855
Charge for the year (Note 11) FENZH 1) - 168 489 657 657
Reversal due to disposal of A& —FHEAR
a subsidiary B - = (78) (78) (78)
Written off on disposal e R Y = (16) (163) (179) (179)
Exchange adjustments 0 5 % - 6 12 18 18
At 31st December, 2012 R2012%12 8318 - 1,170 3,103 4,273 4,273
Net book value at BEFE
31st December, 2012 RW2012412A318 3,100 7,884 1,568 9,452 12,552
The gross amounts of the above assets 3t A 4EEEFIR
are stated: NN
At cost TN - 8,242 4,671 12,913 12,913
At Directors' valuation RESMHE
-1989 —1989% = 812 = 812 812
At professional valuation REERE
-2012 —2012% 3,100 - - - 3,100
3,100 9,054 4,671 13,725 16,825
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2012
The Bank 817
Furniture,
Investment Bank fixtures and
properties ENINES equipment Sub-total Total
i - E
REMS T K& et FatE]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET BEEET BEEET BEEET
Cost or valuation A (EE
At 1st January, 2012 R2012%1 818 2,433 4,071 2,576 6,647 9,080
Additions #E - - 168 168 168
Revaluation surplus EfHRH 361 - - - 361
Redevelopment cost BEERA 9 28 - 28 37
Disposals HE (375) - (134) (134) (509)
Exchange adjustments B i B E - 39 7 46 46
At 31st December, 2012 20124 12A31H 2,428 4,138 2,617 6,755 9,183
Accumulated depreciation and ZETER
amortisation B
At 1st January, 2012 R2012%1 818 = 444 1,758 2,202 2,202
Charge for the year FEERH - 48 217 265 265
Written off on disposal e = = (122) (122) (122)
Exchange adjustments 0 1 A - 1 1 2 2
At 31st December, 2012 72012512318 = 493 1,854 2,347 2,347
Net book value at REFE
31st December, 2012 720124124318 2,428 3,645 763 4,408 6,836
The gross amounts of the above assets -3t & 2K 42585177
are stated: n
At cost B = 3,326 2,617 5,943 5,943
At Directors' valuation BREEHE
-1989 —1989F = 812 = 812 812
At professional valuation REEGE
-2012 —2012F 2,428 = = = 2,428
2,428 4,138 2,617 6,755 9,183
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Fair value measurement of properties MEATEEZEE
(i) Fair value hierarchy (i) REBESR
The following table presents the fair value of the Group’s properties measured at BIECEEVBMELADE T =R EE AT
the end of the reporting period on a recurring basis, categorised into the three- BEIZADTFEBESRZDBESE » TRS
level fair value hierarchy as defined in HKFRS 13, Fair value measurement. The level TASKERBRERARREBRELLEUETF
into which a fair value measurement is classified is determined with reference to MEZRAFEE PETE—DRZIATFE
the observability and significance of the inputs used in the valuation technique as EEEBURAR A TAHRANAEREXHNSH
follows: ZABENEREE
Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted E—RHE EEATEERRAE—H3
quoted prices in active markets for identical assets or liabilities B BREEBEERTSE
at the measurement date. FEER B ENARCHERE -
Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable E_RHE EFTATEERAFEF A3
inputs which fail to meet Level 1, and not using significant B BIRFEEE — R AT
unobservable inputs. Unobservable inputs are inputs for which S8 RARBEZENFATH
market data are not available. B o FFAEESHREERR
BEHSER 2B
Level 3 valuations:  Fair value measured using significant unobservable inputs. E=RHE EEATEERAEENIER
BRsH -
Fair value at Fair value measurements as at 31st December, 2013
31st December, categorised into
2013 R20135 1231 AEEAFEEZAE
R2013F12H31A Level 1 Level 2 Level 3
ZAVEE -5 e B=&
HKS Mn B EET HKS Mn B¥EET HKSMn B%EET HKSMn B EER
The Group £8
Recurring fair value measurement EBEX4EMNAFEEERE
Investment properties REME
— Commercial - Hong Kong —BE-BR 3,843 - - 3,843
— Commercial - e
People’s Republic of China hEARLENE 459 - - 459
- Commercial - Others —HE-—Hfb 98 - - 08
4,400 - - 4,400
The Bank 1T
Recurring fair value measurement EBH4EMNATEEET
Investment properties REME

— Commercial - Hong Kong “BE-FF 3,738 - - 3,738
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During the year ended 31st December, 2013, there were no transfers between
Level 1 and Level 2, or transfers into or out of Level 3. The Group's policy is to
recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

All of the Group's investment properties were revalued by independent valuers as
at 31st December, 2013.

Investment properties in Hong Kong were valued at HK$3,843 million as at 31st
December, 2013 by an independent valuer, Savills Valuation and Professional
Services Limited, Chartered Surveyors, who has among their staff Fellows of the
Hong Kong Institute of Surveyors with recent experience in the location and
category of property being valued. The valuation has been incorporated in the
accounts as at 31st December, 2013 and it was performed on an open market
value basis. Details of valuation techniques are described below.

Information about Level 3 fair value measurements

Investment properties

REAEME

Investment properties not under construction

The fair value of investment properties is determined by adoption of the Income
Capitalisation Approach whereby the existing rental income of all lettable units
of the property are capitalised for their respective unexpired terms of contractual
tenancies whilst vacant units are assumed to be let at their respective market rents
as at the valuation date. Upon expiry of the existing tenancies, each unit is assumed
to be let at its market rent as at the valuation date, which in turn capitalised at the
market yield as expected by investors for each type of property. Due consideration
has been given to expectations of the renewals of Government lease upon its
expiry. The summation of the capitalised value of the term income for the leased
portion, the capitalised value of the reversion income as appropriately deferred for
the leased portion and the capitalised value for the vacant portion provides the
market value of the property.

The market rentals of all lettable units are made (a) by reference to the rentals
fetched in the property and/or (b) by reference to the lettings of similar properties
in the neighbourhood. The capitalisation rate adopted is made by reference to the
yields achieved in analysed market sales transactions and the market expectation
from property investors. This expected return reflects implicitly the quality of the
investment, the expectation of the potential for future rental growth and capital
appreciation, operating costs, risk factor and the like.

Valuation techniques

Income capitalisation

BRIERE (&)

HZE2013F12A31BIEFE - )BEE R
F_AMEZENER - TREE=RNHE
ASEH - KEBMERZ AERINERL
BRAFBED R EEENER -

M2013F12A318 * FIEREENIREYE
HEB G ERMEE -

20135124318 - EFKREMENEER
PEHE38.431BTT ° REWERIE LB — 5
FRIEME - K TR - HESBAFSA
EMEeg L ERTHEEYENEN R
FRIEIT S - MERUNARMISERA
i WEFTA2013F12A31B 2 RERA ©
REEXFRAT

(i) EAE=REELAFEEER

Unobservable input
FERBEBASH

Market rental

fh{EET

approach
WABRZE [k ik
Capitalisation rate
ERE

Direct comparison ~ Premium (discount) on

approach  quality of the buildings
BERIEERE BFERaE0THN)
FEIEHEZF IR EYF

BREMENDFEELIZRMARNERER
8 ENEARGSEEMEELBAELZES
WARRE D BIARB BB GRKER - Tz
BRAIRRNEERE B EmERS
A - BREKEERERES —EMEZD
BRIHAFER - Hh BRI BT 2HE
IR ERRR JE 1% AT A A - AR ED Y BRI
ZIERE  BEERLEHERD 2 HFERA
WERERZERD <EREZAMFTEN
VIR TISEE

FABMERENMSHEE ZFERE(Q)2EH
YIRS R, S(b)2ERAMAL 2
BRME - RMZERERZ2ESTMBH
EXSHFBHZEMBREYEREE LTS
o WEMO B BEMRBIEENEE -
FHARRESBRANERNEENES - 218
KA - BBEREREAM o
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As a supporting approach to the Income Capitalisation Approach, the Direct
Comparison Approach is also adopted as a check for the valuation. Comparable
sales transactions of similar properties in the locality are collected and analysed
each in terms of a price per square footage. The collected comparables are
then adjusted to take account of the discrepancies between the property and
comparables in terms of time, location, age, building quality and the like.

The fair value measurement is positively correlated to the market rental and
negatively correlated to the capitalisation rate.

Investment properties under construction

The fair value of investment properties under construction is prepared on a residual
basis which is a method of valuation normally used to value development land
by deducting the outstanding development costs (including constructions cost,
professional fees, finance cost and demolition cost etc.) and developer’s profit
from the Gross Development Value (GDV).

GDV is determined using direct comparison approach by reference to recent sales
prices of comparable properties on a price per square foot basis, adjusted for a
premium or a discount specific to the quality of the Group’s buildings compared to
the recent sales. Higher premium for higher quality buildings will result in a higher
fair value measurement.

BRIRAZRRESN - TR ERLBOEAZE
HE - ERMOATLLBRERNEZHERSE
WRER DM » Ut EE—FHRNEE -
B EZ LB ERHRIEY K AT LB E KLY
R WIRERE - UE - Bk BFEERR
HABEHE

BEATVEESETSESHA EHHEL R
SR [RRB B EEE R -

IEFEREF AR EYF

EARZERNRENMEZ A FEBERZFER
EEX WA EEREFELBER
FTETAREEREEAE R AN
ZERRAN(BIFRZERSE - EERBE - B
BRARFHRAE ) RERBHONE -

EREEEESRAERLEATSENY
ALRME s FIROKKE - EEH
TR R B EE Y ENE ZEEMS
BHSESH - REEDEAZ AR
& TAELRSHNAFEEETE °
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The movements during the period in the balance of these Level 3 fair value HEZEE=—R DT EEEEZAREHN
measurements are as follows: T

The Group 8 The Bank 817

HKS Mn B EET  HKS Mn B¥EER

Investment properties — Commercial - Hong Kong & &¥¥ — % — &%

At 1st January, 2013 M2013F1 418 2,448 2,428
Disposal HE (118) (118)
Revaluation of bank premises transferred to BRETUHEAKRE

investment properties bIES 1,145 1,145
Revaluation surplus ERYE S 224 187
Redevelopment cost ESE%N 144 9
At 31st December, 2013 20136128318 3,843 3,738
Investment properties — Commercial — REMSE %~

People's Republic of China HEEAREME
At 1st January, 2013 M2013F1 818 457 -
Disposal HeE (11) -
Exchange adjustments [ 5 13 -
At 31st December, 2013 R2013F12A31H 459 -
Investment properties — Commercial — Others HEYE % —Hip
At 1st January, 2013 M2013F1 18 195 -
Additions HE 10 -
Disposal HE (251) -
Revaluation of investment properties transferred to ~ Ef5IREWEEA

bank premises g8 (22) -
Revaluation surplus Ry 164 -
Exchange adjustments [E 5 A% 2 -
At 31st December, 2013 2013128318 98 -
Fair value adjustment of investment properties is recognised in the line item REMEN RN T EERBEGERGZREZ
“valuation gains on investment property” on the face of the consolidated income [ERIREYE BT B THER
statement.
All the gains recognised in the income statement for the year arise from the FIERARNEERER ZBNERENRRE

properties held at the end of the reporting period. MERBIHE 2 -
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The net book value of bank premises and investment properties comprises: T RIRE M ENREFEBIE
The Group £
2013 2012
Investment Investment
properties Bank premises properties Bank premises
REMR Cip:s RENE (hpls
HKS Mn B EET HKS Mn BEEERT HKS Mn BEEET HKS Mn B¥EET
Freeholds KAFKE
Held outside Hong Kong EEBUIMLE 98 701 195 742
Leaseholds T
Held in Hong Kong EEB
0On long lease (over 50 years) RHBAH(0FAEL) 3,458 1,228 2,083 1,664
On medium-term lease (10-50 years)  HhHAFE4I(10Z=504F) 385 1,266 365 1,300
Held outside Hong Kong ERBAIMDE
On long lease (over 50 years) REEA(S0FLAL) - 117 - 40
On medium-term lease (10-50 years)  FREFFRAI(10Z504F) 459 4,174 457 4,138
On short-term lease (below 10 years)  SEHBFEAI (106 LA T) - 75 = =
4,400 7,561 3,100 7,884
The Bank 817
2013 2012
Investment Investment
properties Bank premises properties Bank premises
REW* g s REME pls
HK$ Mn B¥EET HKS Mn B¥EET HKS Mn BEEET HKS Mn BB EET
Freeholds KAEHE
Held outside Hong Kong EEBIMNEE - 679 - 707
Leaseholds e
Held in Hong Kong EEE
On long lease (over 50 years) REAK(S0FLA L) 3,031 1,201 1,771 1,637
On medium-term lease (10-50 years)  FRHAFE4I(10E504F) 707 1,163 657 1,194
Held outside Hong Kong EEBLIN R
On medium-term lease (10-50 years) ~ FREIFALI(10Z504F) - 104 = 107
3,738 3,147 2,428 3,645
The carrying amount of the bank premises of the Group and the Bank would have LN N B I AN TT AR AR R EHTE AL ¢
been HK$5,884 million (2012: HK$6,217 million) and HK$1,677 million (2012: TR BE T Y85 Bl A 58 8415 7T (2012
HK$2,040 million) respectively had they been stated at cost less accumulated £ EMe) 1718 7T) kB 16.77/855(2012
depreciation. 4 B#820.40(87T)
The Group leases out investment properties under operating leases. The leases EFURCLBER A LIRS - BEE
typically run for an initial period from 1 to 10 years, with an option to renew the ERER1ER104E - AR BENEER
leases after that date at which time all terms are renegotiated. None of the leases AR - FTARLOT TeIEkaHe -
includes contingent rentals.
Rental income receivable from investment properties held for use under operating RER  URKLHEFARENEEDE
leases amounted to HK$127 million in 2013 (2012: HK$142 million). There was no CEWFS A 2718 T (20124 « B
contingent rental recognised during the year 2013 (2012: Nil). 1.421870) - 2013 EE R AR EHE

(20124 : ) -
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The total future minimum lease payments of bank premises and investment LA AT M A & A SRR A 1T IE RIRE D)
properties held for use under non-cancellable operating leases are receivable as EMARREEEHAE T @FENT -
follows:

The Group £ The Bank 817

2013 2012 2013 2012
HKS Mn B¥EET HKS Mn BEBETL HKSMn B EERT HKS Mn BEEET

Within one year 1E AR 75 122 51 57
After one year but within five years 118 =55 R 57 82 43 21
After five years SEEATS 1 - - -

133 204 94 78

35. AMOUNTS DUE FROM AND DUE TO SUBSIDIARIES KB A S X & K KB A w718

During the year, the Bank entered into transactions with certain subsidiaries in the REER - ATEETHBAREESNE
ordinary course of its banking business. Details of the amounts due from and due BR 5 o MBARRKRRHTE R B HIEF
to subsidiaries are as follows: T

The Bank 81T

2013 2012
HKS Mn B¥EET  HKS Mn BB EST

Amounts due from subsidiaries B RARIRZK 24,124 15,566
Amounts due to subsidiaries RHTEBA R FIE 3,108 3,105
21,016 12,461

The Bank 817

2013 2012
HKS Mn B8 EER  HKS Mn B8 EHET

Assets BE
Cash and balances with banks and other e RERITANEME RIE
financial institutions FofyEa 11,101 5,809
Placements with banks and other financial FERTREME REE
institutions HER 3,832 2,319
Trading assets RHBBEE 242 166
Other assets HiEE 10,889 8,790
26,064 17,084
Liabilities =L
Deposits and balances of banks and RITREM S BEENTR
other financial institutions T 2,393 1,825
Deposits from customers BEER 2,349 2,508
Trading liabilities RHABERE 64 13
Other liabilities HthB & 242 177
5,048 4,623

21,016 12,461
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36.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION Bf#& k% 3% A B FriS%4

(a) EEABRANABHIES :

(a) Current taxation in the statement of financial position represents:

The Group %8 The Bank 817
2013 2012 2013 2012

HKS Mn BB EET HKS Mn BB EET HKS Mn B¥EET HKS Mn BRBET

Provision for Hong Kong profits tax AEEBENEHERS
for the year (Note 16(a)) (Hiit160) 691 533 646 484
Impact of leasing partnerships AERENTE 9) (19) 9) (19)
682 514 637 465
Provisional profits tax paid EREGARGEH (308) (52) (259) =
374 462 378 465

Balance of profits tax provision relating LA EE FISRI (S

to prior years A 455 206 450 189
Taxation outside Hong Kong EEBINGIR 524 320 269 218
1,353 988 1,097 872

(b) ELRBEER & EHER
RRGAMBRARPREHEEE)
BEOARBH RFERNZEBIT :

(b) Deferred tax assets and liabilities recognised
The components of deferred tax (assets)/liabilities recognised in the consolidated
statement of financial position and the movements during the year are as follows:

The Group £
Depreciation
allowances Impairment  Revaluation
in excess losses on  of available-
of related  Revaluation financial for-sale Tax
Deferred tax arising from: depreciation of properties assets securities losses Others
BBERITE SREEN AHHE
EEHBRE : WiTE &8 MESRH HERX BHEM big Hit
HKS Mn HKS Mn HK$ Mn HK$ Mn
E¥EET E¥EEn AWEER A¥EER
At 1st January, 2013 RW2013E1 /18 392 163 (42) 63 (10) (83) 483
(Credited)/charged to income T CEINVET
statement (Note 16(a)) (Hz160) (2) 34 154 - (1) (72) 13
Credited to reserves EERFA
(Notes 41(c) and (h)) (Bt 41QRm) - (1) - (7 - - (72)
Exchange and other adjustments [ 5 & E 7 (2) 3 5 (1) - (2) 3
At 31st December, 2013 #2013 124317 388 199 117 (9) (11) (157) 527
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ARIEFTAE ()

The Group 58
Depreciation
allowances Impairment ~ Revaluation
in excess losseson  of available-
of related  Revaluation financial for-sale Tax
Deferred tax arising from: depreciation  of properties assets securities |osses Total
BREMEnE SEE e
EERERE - WiTESHE AR RERR BHEN i Hfh Fio
HK$ Mn HK$ Mn HKS$ Mn HKS$ Mn HK$ Mn
AEEET #ERET A . BBEET AEERER BERET
At 1st January, 2012 201281 A1H 366 150 (94) (57) (25) (256) 84
Charged to income statement Wz RAT
(Note 16(a)) (K 160a) 26 13 21 - 15 38 113
(Credited)/charged to reserves ~ EEER(TA), /284
(Notes 41(c) and (h)) (BizE41(0%h) = Q) - 120 - - 119
Reversal due to disposal of a A E—FREAR
subsidiary o) = = 31 = = 134 165
Exchange and other adjustments [ 33 Jo 1585 - 1 - - - 1 2
At 31st December, 2012 20126124318 392 163 (42) 63 (10) (83) 483

The Bank 847

Depreciation
allowances Impairment  Revaluation
in excess losses on  of available-
of related  Revaluation financial for-sale

Deferred tax arising from: depreciation of properties assets securities
BBERNE SREEN AftHE

EEHERE : WESHE NREMR HERX BEEM
HK$ Mn HKS$ Mn HKS Mn HK$ Mn

BEEET EREER AN¥EAEnT BWEER

At st January, 2013 R2013%1 7818 376 89 (115) 87 1 32 470
(Credited)/charged to income WaEEAN(EA)/

statement 53| (6) - 20 - - 20 34
Credited to reserves FREREA

(Notes 41(c) and (h)) (Hi410R(m) - (1) - (10) - - (1)
Exchange and other adjustments [ 3} Hfth 3% - - - - - 2 2

At 31st December, 2013 720135124318 370 88 (95) 77 1 54 495
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AR IR B =L (4R)

36.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)
AR A B FTS B a0

(b) Deferred tax assets and liabilities recognised (continued)

(b) IEERRE E R S EHRR (3

The Bank 8817
Depreciation
allowances Impairment ~ Revaluation
in excess losseson  of available-
of related  Revaluation financial for-sale
Deferred tax arising from: depreciation  of properties assets securities Others
BREENE SREEN AHEE
miTEEHR EEAR RERR FHEM Hity
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
A¥EET #B¥REr A¥RER  A%EER BEEET
At 1st January, 2012 R201261A1H 354 90 (129 (12) (13) 1 301
Charged to income statement ~ YizsRAZ 4 py) = 14 = 14 18 68
(Credited)/charged to reserves FER(TEA)/ 25
(Notes 41(c) and (h)) (Hiza10&m) - {) - 99 - - 98
Exchange and other adjustments X R 2 {:3% = = - - - 3 3
At 31st December, 2012 20126124318 376 89 (115) 87 1 32 470

The Group £ The Bank $1T
2013 2012 2013 2012

HKS Mn B¥EET HKS Mn BEEETL HKSMn B¥EERT HKS Mn BEEET

Net deferred tax assets recognised on ~ BERREIF MR R AELT

the statement of financial position RIBEETFE (120) (143) (101) (130)

Net deferred tax liabilities recognised on  HERR TSR KRR
the statement of financial position FRIBEETFE 647 626 596 600
527 483 495 470

(o) RERELERBERE
HRATREARIOR B BAR BB ISR E
O EREE M ARG BER - ASET
RIERRETFIBA10.05E7L(20124F « 7%
¥69.651870) RIELERIHE & - RIRHEHS
6B - ZEBHEHOSIEBEIT

(c) Deferred tax assets not recognised
The Group has not recognised deferred tax assets in respect of cumulative tax
losses of HK$1,005 million (2012: HK$965 million) as it is not probable that future
taxable profits against which the losses can be utilized will be available in the
relevant tax jurisdiction and entity. Under the current tax legislation, the expiry
dates of the tax losses were as follows:

2013 2012
HKS Mn BB HETT

HKS Mn B EET

Expiring within 5 years RAFAHEH 35 29
Expiring more than 5 years FEEEIE 150 122
No expiry date glpei)s 820 814

1,005 965
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37.0THER LIABILITIES HEfh & &

The Group 8 The Bank 17
2013 2012 2013 2012

HK$ Mn B8 EET HKS Mn B%EET HKS Mn BEEET HKS Mn BEEET

(@) Trading liabilities @) XHABEE
Shares sold iy 1 21 " 21

(b) Other accounts and provisions (b) EAbBREIE R ERE

Accrued interest payable BB S 4,131 3,912 1,377 1,399
Acceptance draft payable ERELZE 31,393 24,633 312 296
Other accounts HifRIA 18,457 16,832 4,641 5,338

53,981 45,377 6,330 7,033

38.LOAN CAPITAL EEE A

The Group 8 The Bank 17
2013 2012 2013 2012

HK$ Mn B8 EET HKS Mn B%EET HKS Mn BEEET HKS Mn BEEET

USD500 million Hybrid Tier 1 SEXTRE—REATE - = 4,478 4,410
USD600 million subordinated notes,  HREHRL AFIBRHI6(EE T4
measured at amortised cost e 4,815 5,139 4,815 5,139

USD500 million subordinated notes
(under the Euro Medium Term TRE SR AT RIS EE T

Note Programme), measured at EEEERNT A+ S
amortised cost Z=tE) 3,923 3,976 3,923 3,976

SGD800 million subordinated notes
(under the Euro Medium Term RSP A R RIS (B RTINS T

Note Programme), measured at EIESAC-EVI el
amortised cost Siatal) 4,894 5,148 4,894 5,148
13,632 14,263 18,110 18,673

The Group has not had any defaults of principal, interest or other breaches with #Z=E2013%2012512 A31 B IEFEAREE
respect to its debt securities during the years ended 31st December, 2013 and HHEHMABETZ EHESFNAS NS L EE
2012. BT EAT ©
The carrying amount of financial liabilities designated at fair value through profit 2013512 A31H - AEEIZBEBEZRIA
or loss for the Group as at 31st December, 2013 was Nil (2012: HK$Nil) and for RN FEEIENSHEEZRAERE
the Bank was HK$69 million (2012: HK$534 million) higher than the contractual (20124 : ) » MATTIRBBIBREUREA
amount at maturity. The difference in the accumulated amount of the changes in FEENENHEBEZREELS QD
fair value attributable to changes in credit risk for the Group was Nil (2012: HK$Nil) A/ &Rl EAE6,0008 T (20124 < &
and for the Bank were HK$407 million (2012: HK$67 million). The change for the ¥534ET) - ERF AT EEZHNGHE
year ended 31st December, 2013 for the Group was Nil (2012: HK$853 million) FAEBRAEERAITZEERRED
and for the Bank was HK$474 million (2012: HK$1,588 million). HWEBEH B AE (20124 &) REK4.07E

JL(20124 : B#6,70087T) - FEH £2013
FENANBLEEEAEEARKITHES S
EH R BE (20124 « BHE8.5318 L) R
4.741870(20124F : A¥15.88(87L) °
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38.LOAN CAPITAL (conTINUED) fEEBE 7R @)

Hybrid Tier 1 capital instruments comprising step-up subordinated notes
("Notes"”) of face value HK$3,877 million (USD500 million) and carrying amount
of HK$4,478 million and HK$3,877 million (USD500 million) non-cumulative
preference shares (“Innovate Preference Shares”) were issued respectively by the
Bank and by Innovate Holdings Limited, a wholly owned subsidiary of the Bank, on
5th November, 2009. The Notes bear a fixed interest rate of 8.5% per annum and
will mature on 5th November, 2059. The Innovate Preference Shares are perpetual
securities on which no dividend is payable. The Notes and the Innovate Preference
Shares are listed, and traded together as units, on the Singapore Stock Exchange.
The Hybrid Tier 1 capital instruments are qualified as Additional Tier 1 capital of
the Bank and the Group. In the consolidated accounts, the Notes are eliminated
and the Innovate Preference Shares are classified as non-controlling interests.

Two tranches of loan capital of face value totalling HK$4,652 million (USD600
million) and carrying amount totalling HK$4,815 million (2012: HK$5,139 million)
were issued on 16th July, 2010 (USD450 million) and on 23rd July, 2010 (USD150
million) by the Bank. These subordinated notes carrying a coupon rate of 6.125%
qualifying as Tier 2 capital are listed on the Singapore Stock Exchange and will
mature on 16th July, 2020. Hedge ineffectiveness of HK$7 million loss in 2013
(2012: HK$0.3 million loss) was recorded under fair value hedge accounting.

Loan capital of face value of HK$3,877 million (USD500 million) and carrying
amount of HK$3,923 million (2012: HK$3,976 million) represents 6.375%
subordinated notes (under the Euro Medium Term Note Programme) qualifying
as Tier 2 capital issued on 4th November, 2011 by the Bank. The notes are
listed on the Singapore Stock Exchange and will mature on 4th May, 2022.
Hedge ineffectiveness of HK$1 million loss in 2013 (2012: HK$8 million profit)
was recorded under the fair value hedge accounting for the USD400 million
subordinated notes. The fair value as of 31st December, 2013 for the USD100
million subordinated notes was HK$849 million (USD109.5 million).

Loan capital of face value of HK$4,904 million (SGD800 million) and carrying
amount of HK$4,894 million represents two tranches of 4.25% subordinated
notes (under the Euro Medium Term Note Programme) qualifying as Tier 2 capital
issued on 13th March, 2012 (SGD600 million) and on 27th April, 2012 (SGD200
million) by the Bank. The notes are listed on the Singapore Stock Exchange and will
mature on 13th September, 2022. Hedge ineffectiveness of approximately HK$1
million profit in 2013 (2012: HK$18 million loss) was recorded under the fair value
hedge accounting.

BAE—BREARNTABESBHATETE
BE%38.77(8 T (5EET) RIRE BB
4478 BT PR B EER ([EK]) RAXR
1—=2 /&2 Flinnovate Holdings Limited
FrEsfT AR E a8 %38.77{8 L (58ET) R
fE@ LR (Mnnovate@ & |) - 1T H
#2009 11 ASH - ZRBEZEEMER
FB85% ' WiFH2059F 11 A5HEIH -
Innovatef& 5E Ak 1H R B AL NI E K EEIH B
B o ZZ I Rinnovatef& 5o AR D A FT AN
RGP EMRABMEERARS - BRE—
REARTABHTEANTRASEEHEIN
—RER - HEAKRIAT - RIREHIEHER
Innovatef@ 5 AR (7 Bl 2 48 R IEHe R il 2% o

MR EmEAAE K46 528 (68ET) &
IR EARE B A815B L (20124F : B
5139870 MEEEA - RIEHAITHR2010
F7H168 (4583%7) RH201067 A23H
(1.5(BET)BTELE6.125% @ W EAE=
HMEANBERIE - ZZBERIINER SR
£ WHER2020F7 A16 A EIH] - 7£2013
F - ARAQAFEETFEHEMEEHE
PR D BB A B 7008 7T (20124 + 78
*308TE1E) °

ZEEBE38.778 L (58XET) - BIREE
751539 231870 (20124 : A%39.7618 L) A
BEEAN - RIEHANITR2011E11 40 %
TF86.375%  WFTER-HREARNIZE
SR (RBONE R R R B 8I31T) - %5
ZERFINERZ A LT - WK 202245
B4B3H - REPAMEETHREZEMNS
20134 - RIEA AP EE & HAMER
BEER R E D EIE &S 1008L(2012
F : BEE-00EITIEFI) ° M2013412 A31
H - EP1EETEAEZERNATFEBERAS
%8 49187T(1.095(83%7T) °

ZE(EH49.04F T (8EFT ML) KERME
EBHEA8.04BITHEEEAR - RIEHATH
201243 A 138 (6B#F N IT) RK20126F4
A278 QEF I T)BITMRERSL.25%
WP E B RE RN EEZE (BN F A R
HZRATEIRT) - ZEZBRRIINER Z R
£ WiER2022F9 A 138 BIH] - 7£2013
F - ARAQAFEETTFESHEMEEHE
R SR ER D A A B EE 1008 7T (20124 - 8
#&1,8008 TTE1R) ©
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BRIERE (&)

39.EQUITY SETTLED SHARE-BASED TRANSACTIONS MR AEBIEZ AR5

The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank
may at its discretion grant to any employees, including ED and Chief Executive, of
the Group options to subscribe for ordinary shares of the Bank. Except as provided
otherwise in the rules of the relevant Schemes, share options granted under Staff
Share Option Scheme 2007, 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 while share options granted under the 2011 Scheme may be
exercised beginning on the Vesting Date and ending on the fifth anniversary of the
Vesting Date. All options were granted for nil consideration.

(a) Particulars of share options:

(i) Share options granted under Staff Share Option Scheme 2007 in years 2008 to
2010:

RITFRAEER R BI—RATES G
BHERHRRETAEE 2 E[ES  21F
HITESRITRAR - URBAITEBERR
- BRAERSNRAMSEREN  RE
2007418 8RBT BIPT R T MR AR R TT(E
HRARTHNF I AFHEERTRAMNES
AL - MRB201FTBIFTR T RRES
THEBRAGFEEARGERERNSESFF
1E o TR AT B B -

(a) RMREFE
(i) 7E20084 = 20104 HIfE 1R #2007
1B B RAGEH B AT % T A9 R AR AE -

Date of grant Vesting period Exercise period Exercise price per share
RF¥EH B 1T BRITEE

HKS E# T
05/5/2008 05/5/2008-04/5/2009 05/5/2009-05/5/2013 40.09
05/5/2009 05/5/2009-04/5/2010 05/5/2010-05/5/2014 21.25
06/7/2010 06/7/2010-05/7/2011 06/7/2011-06/7/2015 28.49

(i) Share options granted under 2011 Scheme in year 2011:

(i) E20114ERBE20115TBIFTR T HORK

1
Date of grant Tranche Vesting period Exercise period Exercise price per share
BFEH i BHA TR BRITEE
HKS ¥ T
05/5/2011 T1 05/5/2011-04/5/2012 05/5/2012-05/5/2017 32.00
05/5/2011 T2 05/5/2011-04/5/2013 05/5/2013-05/5/2018 32.00
05/5/2011 T3 05/5/2011-04/5/2014 05/5/2014-05/5/2019 32.00

(iii) Share options granted under 2011 Scheme in year 2012:

(i) 720124 1R 201151 BIFTR TR

%
Date of grant Tranche Vesting period Exercise period Exercise price per share
BFAH i) ¥ 1TE5 BRITEE
HKS ¥t
10/5/2012 T 10/5/2012-09/5/2013 10/5/2013-10/5/2018 28.99
10/5/2012 T2 10/5/2012-09/5/2014 10/5/2014-10/5/2019 28.99
10/5/2012 T3 10/5/2012-09/5/2015 10/5/2015-10/5/2020 28.99

(iv) Share options granted under 2011 Scheme in year 2013:

(iv) 7£2013FRIK201 15 8IFTHR T 89 RR%

1
Date of grant Tranche Vesting period Exercise period Exercise price per share
BRF¥EH o B 1T BRITEE
HKS B# T
03/5/2013 T 03/5/2013-02/5/2014 03/5/2014-03/5/2019 31.40
03/5/2013 T2 03/5/2013-02/5/2015 03/5/2015-03/5/2020 31.40
03/5/2013 T3 03/5/2013-02/5/2016 03/5/2016-03/5/2021 31.40
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39.EQUITY SETTLED SHARE-BASED TRANSACTIONS (conTinueD) AR BEBESZ NI S @)

(b) The number and weighted average exercise prices of share options
are as follows:

(b) BEATERRENHE RINEFITE
BT -

2013
Weighted average

2012 Restated E#f
Weighted average
exercise price
IEFETEE
HK$ BT

Number of
options
RixEEE
Mn B8

Number of
options
RREHE
Mn BE

exercise price
METFHTEE
HKS$ B# T

Outstanding at the beginning of

the year FER 30.52 25 31.83 22
Exercised during the year FENTHE 24.78 (5) 23.07 (1)
Granted during the year FEERRT 31.40 6 28.99 6
Lapsed during the year FREAXK 39.52 (5) 4284 )
Outstanding at the end of the year FRER 30.21 21 30.52 25
Exercisable at the end of the year ERAEITE 29.65 10 30.73 15

The weighted average share price at the date of exercise for share options
exercised during the year was HK$31.19 (2012: HK$28.71).

FEEARTERREE BN NETERES
7E5#531.1970(20124F : B¥28.717T) ©

The options outstanding at 31st December, 2013 had an exercise price from
HK$21.25 to HK$40.09 (2012: from HK$21.25 to HK$42.84) and a weighted
average remaining contractual life of 4.58 years (2012: 3.61 years).

20135128318 @ MARITERRENITE
BERBME21.25 T E B 40.097T (20125 -
HB121.25 T EA42.847T) « REIBREXD
FH 2 IR 8A4.58F (20124 : 3.61
F) e

(c) Fair value of share options and assumptions (c) RBRFEMNAFEERMBK
HFIRIE AREGRR N A FEERE TR
RERN AT EEE - B TRBREZEETA
FEEZ=ZEXPETERN - BRIENE
HFHRZEBEXNZH -

2013 2012

The fair value of services received in return for share options granted is measured
by reference to the fair value of share options granted. The estimate of the fair
value of the share options granted is measured based on a trinomial lattice model.
The contractual life of the option is used as an input into this model.

Fair value at measurement date Rit2ANAFEE
- Tranche 1 - B HKSE#3.18 7 HK$&3.957T
- Tranche 2 - &2 HKSE#3.17 7 HK$/&H54.027T
—Tranche 3 - #53 HK$/5#3.097¢ HK$75%3.997T
Share price % (B HK$/E#31.40 7T HK$75#528.907T
Exercise price 1I{E(E HK$/E#31.40 7T HK$75#528.997T
Expected volatility (expressed as weighted average

volatility used in the modelling under trinomial FERTR I (A =B e ERAA

lattice model) AR E) 17.14% 22.08%
Option life RARREFER
—Tranche 1 - a1 6 yearsf 6 yearsF
— Tranche 2 - &H92 7 yearsF 7 yearstF
— Tranche 3 -#53 8 yearsfF 8 yearsF
Expected dividends BEHRE 3.64%-3.70% 3.87%-3.94%

Risk-free interest rate (based on Exchange

Fund Notes)

ERRAE(RENMEEERR)

0.28%

0.45%
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The expected volatility is based on the historic volatility (calculated based on the
weighted average remaining life of the share options), adjusted for any expected
changes to future volatility based on publicly available information. Expected
dividends are based on historical dividends. Changes in the subjective input
assumptions could materially affect the fair value estimate.

Share options were granted under a service condition. This condition has not
been taken into account in the grant date fair value measurement of the services
received. There were no market conditions associated with the share option grants.

40.SHARE CAPITAL &7

BRIERE (&)

BRI IR 2 I8 (AR
R - BERRARAENENY
SRR EHE LD - FHREBAER
BE - TBHABRMEDTREAYED
FRERS -

REAENE T AN & RBIGMT o ZRF R
TARPAAFHERRE T HESRBHOAFEE
& - BT RBEETHERILEEAER -

2013
No. of shares Nominal value  No. of shares Nominal value
RPEE i1 BRAEE A
million & million A&
Authorised: EERRA :
Ordinary shares of HK$2.50 each ERREREE2.50 4,000 HKS$;%%10,000,000,0007% 4,000 HK$78#10,000,000,0007T
Substitute preference shares of BEREER
US$1,000 each F%1,000% T 0.5 US$500,000,0003 7T 0.5 US$500,000,0003 T
HKS Mn B¥EE T HKS Mn BB EE T
Issued and fully paid: BETRERRA
At 1st January R1A1H 2,227 5,568 2,076 5,190
Shares issued under Staff Share BiEE SRR 2l
Option Schemes BATHIR D 5 12 1 2
Subscription for new shares BITHR - - 1M 279
Shares issued in lieu of dividends MRH B ETRRR 58 144 39 97
At 31st December R12A31H 2,290 5,724 2,227 5,568

Pursuant to the approved Staff Share Option Schemes (the “Schemes”), options
to purchase ordinary shares in the Bank were granted to eligible employees. The
option price of the Schemes equals the fair value of the underlying shares at the
date of grant. Except as provided otherwise in the rules of the relevant Schemes,
the share options granted under the Staff Share Option Scheme 2007 will be
exercisable between the first and the fifth anniversaries of the date of grant while
share options granted under 2011 Scheme will be exercisable on the Vesting Date
and ending on the fifth anniversary of the Vesting Date.

(a) Shares issued under Staff Share Option Schemes

During the year, options were exercised to subscribe for 5 million ordinary shares
in the Bank at a consideration of HK$118 million of which HK$12 million was
credited to share capital and the balance of HK$106 million was credited to the
share premium account (Note 41). HK$31 million has been transferred from the
capital reserve to the share premium account in accordance with policy set out in
Note 2(q)(iv).

RIBERENEBRBAEEI([FHE]]) - R
BERTAREEARBATH LT BER
7 - RERETEEEBERORETHNR
FEEMER - REBRMBIMNRAUSERE
SN 1R32200718 B RRGHBIFTIR T R AR 4
MITERRAETHNFE 1 BAFRRERTH
RESEFLL - MARR201FBIAE TR
BENTEMRABFEBRRREEB AN
SBSEFLL -

(a) RiBEERRIETBIBITHRD

FENA - BATERRELRERIT L EAR500
BRzRERBE1 18T + HRAE1,200
BRLEFEARRE - BREBK1.06BTEARSD
wE(KIEE41) o RIEMITE2(q)(V)FTHE - B
B EEERBIES 1008 T AERDEER o
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40.SHARE CAPITAL (CONTINUED) JRZN(#0)

(b) Terms of unexpired and unexercised share options at the end of  (b) RIREHL R B 15 KRB RITENR

the reporting period PRHE 2 1R R
2013 2012
Date of options granted Option price No. of shares No. of shares
ARERTHD REBE RBEE R EE
05/5/2008 HK$#4#40.097T - 4,070,000
05/5/2009 HK$#E#21.257T 435,000 2,920,000
06/7/2010 HK$7528.497T 3,600,000 5,750,000
05/5/2011 (T1) HK$532.007T 1,930,000 1,980,000
05/5/2011 (T2) HK$75%32.007T 1,930,000 1,980,000
05/5/2011 (T3) HK$75%32.007T 1,940,000 1,990,000
10/5/2012 (T1) HK$75128.997T 1,830,000 1,980,000
10/5/2012 (T2) HK$75128.997T 1,930,000 1,980,000
10/5/2012 (T3) HK$75128.997T 1,940,000 1,990,000
03/5/2013 (T1) HKS$#5#31.407T 1,880,000 -
03/5/2013 (T2) HKS$#31.407T 1,880,000 -
03/5/2013 (T3) HKS$#5#31.407T 1,890,000 -
21,185,000 24,640,000

41.RESERVES /&

2013
The Group &8 The Bank 817
HK$ Mn B HET HKS Mn B¥EETT
(@) Share premium (@) BEE
At 1st January ®1A1H 16,083 16,083
Net premium on shares issued under Staff Share BIERE B R EIR TR,
Option Schemes (B 106 106
Transfer of the fair value of options from BEEAGHE(BBTRRE) R
capital reserve — share options issued RiEr RTEE 31 3
Shares issued in lieu of dividends VAR B BT8R 1 1,550 1,550
As 31st December R12A31H 17,770 17,770
(b) General reserve (b) —Mf#E
At 1st January M1A1H 13,823 13,434
Transfer to capital reserve BANERGEE (1 -
Transfer from other reserves BEEMEE 22 -
Realised surplus on disposals transferred BREVFEGFENERER
from property revaluation reserve HEM AR 7 7
Transfer from retained profits BeBFEmA 26 -

At 31st December M12A31H 13,877 13,441
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BRIERE (&)

2013
The Group &8 The Bank 81T
HKS Mn B EEx HKSMn B¥EET
() Revaluation reserve on bank premises (O fTHERFRFE
At st January MM A1H 976 914
Realised surplus on disposals transferred to BERLEMERSBBEA
general reserve — R ) (7)
Recognition of deferred tax liabilities (Note 36(b)) RIEER BB &M EE36(b) 1 1
Revaluation surplus on bank premises transferred
to investment properties T EGRGEAREYE 670 670
Exchange adjustments ME 5 R 2 -
At 31st December R12A31H 1,642 1,578
(d) Statutory reserves d) EERHE
At st January W AR 2,547 -
Transfer from retained profits BERBREHER 1,135 -
Exchange adjustments T S % 64 -
At 31st December M12A31H 3,746 -
(e) Capital reserve () BAEE
At st January M A1R 130 -
Transfer from general reserve BE—REE 1 -
Transfer from retained profits BEBFat 69 -
At 31st December M12H318 200 -
(f) Exchange revaluation reserve ( ERERHRHE
At st January MM AR 2,769 104
Exchange adjustments [ 105 (6)
At 31st December R12H318 2,874 98
(g) Capital reserve — staff share options issued (9) BARE-BBTESRRE
At 1st January ®1A1H 135 135
Transfer of the fair value of options to share
premium REELTFEBERARDRE (31 (31)
Forfeited options transferred to retained profits BAMERREE AR TR H (56) (56)
Additions 0 21 21
At 31st December R12A31H 69 69
(h) Investment revaluation reserve (h "EEGHE
At 1st January W AR 1,012 652
Changes in fair value of securities EHNATEEZE) (46) 235
Reversal upon disposal (Note 13) R SRR (f2t13) (142) (35
Recognition of deferred tax liabilities (Note 36(b)) R IE A E(H:E36(b) 7 10
Impairment loss and amortisation VEREEPSE 84 66
Exchange adjustments ME 5 % (1 -
At 31st December M12H318 978 928
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41.RESERVES (CONTINUED) & @)

The Group £
HKS Mn 88 EHET

2013
The Bank $217
HK$ Mn B EET

(i) Other reserves () EftfFE
At 1st January M1A18 64 -
Transfer to general reserve BA— R (22)
Share of changes in equity of associates JEIEE & D AR EE) (18) -
At 31st December M12A31H 24 -
() Retained profits () BEar
At 1st January R1A1H 14,046 4,578
Net profit for the year FENRF 6,613 3,386
Transfer to general reserve BA - (26) -
Transfer to statutory reserve BNEE RS (1,135) -
Transfer to capital reserve YN ] (69) -
Forfeited options transferred to retained profits BRBARBAEE A BT HF 56 56
Dividends (Note 18) RS (HriE18)
— Interim dividend — R HERR S (973) (973)
— Second interim dividend —ERRER S (1,404) (1,404)
— Hybrid Tier 1 USD 500M —BAE—RERSEET (330) -
At 31st December R12A31H 16,778 5,643
(k) Total reserves (k) fEELERE 57,958 39,527

The Group &£E
HK$ Mn BB BEET

2012
The Bank 817
HK$ Mn BB EE T

(@) Share premium (@) BB
At 1st January M1A1H 12,037 12,037
Net premium on shares issued under Staff Share RIEE 8RR BT D
Option Schemes w{EFE 16 16
Transfer of the fair value of options from capital BEEAHE(BBTRARE) R
reserve — share options issued RREZ ATEE 6 6
Subscription of new shares BRI 3,022 3,022
Shares issued in lieu of dividends VAR B EATRIAR D 1,002 1,002
As 31st December M12A31H 16,083 16,083
(b) General reserve (b) —REatE
At 1st January R1A1H 13,744 13,376
Transfer from retained profits BeBmmrl 21 -
Realised surplus on disposals transferred from BEVEEHRENEER
property revaluation reserve HEYERR 58 58
At 31st December M12H31H 13,823 13,434
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BRIERE (&)

2012
The Group £

The Bank 81T

HKS Mn B BHET  HKS Mn BREET

© THEGRFE

(c) Revaluation reserve on bank premises

At st January MM A1H 1,032 971
Recognition of deferred tax liabilities (Note 36(b)) TERELE T BB E(H2E36(b)) 1 1
Realised surplus on disposals transferred to BERHEMFEBHREA
general reserve — PR s (58) (58)
Exchange adjustments ME S R 1 -
At 31st December R12A31H 976 914
(d) Statutory reserves d) EERHE
At st January W AR 2,142 2
Transfer from/(to) retained profits BE /(BN BEHaF 390 )
Exchange adjustments RIS 15 -
At 31st December 128318 2,547 =
(e) Capital reserve (e) BARRH
At 1st January M A1R 86 -
Transfer from retained profits BEBFaM 48 -
Disposal of a subsidiary HEMBAR @) =
At 31st December M12A31H 130 -
(f) Exchange revaluation reserve (H ERERHRHE
At st January MM AR 2,390 22
Exchange adjustments R 379 82
At 31st December R12A31H 2,769 104
(g) Capital reserve - staff share options issued (0) BARE-BEITEERRE
At 1st January ®1A1H 140 140
Transfer of the fair value of options to share BIEANTEBEBA
premium Syt (6) (6)
Forfeited options transferred to retained profits BB RREB AL 1) 1)
Additions 0 22 22
At 31st December R12A31H 135 135
(h) Investment revaluation reserve (h) ®ESEHE
At 1st January W A1R 27 67
Changes in fair value of securities FHONTEEZD 1,121 635
Reversal upon disposal (Note 13) R ERE R (M2t13) (113) (15)
Recognition of deferred tax liabilities (Note 36(b)) RIRERIR B E(H17236(D)) (120) (99)
Impairment loss and amortisation VEREEEESE 98 61
Exchange adjustments M S8 Q) 3
At 31st December M12A31H 1,012 652




218 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
BRIE B 5E (78

41.RESERVES (CONTINUED) {318 ()

2012
The Group &El

The Bank 817

HKS Mn JEBEETT  HKS Mn B EHET

(i) Other reserves () EftfFE
At 1st January W1A1R 60 -
Share of changes in equity of associates FE(EE S D R RN EE) 4 =
At 31st December R12A31H 64 =
() Retained profits () BEar
At 1st January M AR 10,768 3,520
Net profit for the year FERRF 6,056 2,997
Transfer to general reserve BA - 1) -
Transfer (to)/from statutory reserve (BAN)/ BEETRE (390) 2
Transfer to capital reserve YNV (48) -
Forfeited options transferred to retained profits BRI B A R 1 7 21 21
Transfer to non-controlling interests NG =i T (47) -
Dividends (Note 18) RS (HriE18)
— Interim dividend — R HERR S (903) (903)
— Second interim dividend —ERRERR S (1,059) (1,059)
— Hybrid Tier 1 USD 500M —BAE—REARSEET (331) =
At 31st December R12A31H 14,046 4,578
(k) Total reserves (k) REEE 51,585 35,900

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

General reserve was set up from the transfer of retained earnings and the realised
revaluation surplus on disposal of properties.

Revaluation reserve on bank premises 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 and foreign currency translation.

Statutory reserves are set up to satisfy the statutory requirements of certain
overseas subsidiaries and associates mainly for the purpose of covering unidentified
potential losses on risk assets in addition to those recognised under the prevailing
accounting requirements in their jurisdictions.

Capital reserve represents the capitalisation of subsidiaries’ and associates’ reserves.

Capital reserve — staff share options issued comprises the fair value of the actual
or estimated number of unexercised share options granted to employees of the
Bank recognised in accordance with the accounting policy adopted for share based
payment in Note 2(q)(iv).

B 17 5= EHR B HE AR Z B B(A RESDE
48BIRFTIRE °

—RERHOEY - BERABTENREE
YMERNE RRE[BER -

T R E R B RN RY M EIE R REE
HITHERNSNE I S PrER PR RO & 5HIRCR -

EERERRERRE T AN E A 5 K
BRAEEER  TERBARRENR
TEERTOEAMBRINIER B EE
B NR] B a2 AT REIR K

ERFEEHNBARREBE QR FENER
{EFAT »

EAGRE(BRITREERRE BEREDR
B R FTRE2() (V) P EUARR (9 R EERE (S 5
ME T BRRERR TATRER < B A5
RTERIAELE A FEE -
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Investment revaluation reserve comprises the cumulative net change in the fair
value of available-for-sale securities held until the securities are derecognised and is
dealt with in accordance with the accounting policies in Notes 2(f) and (k).

Other reserves represent share of changes in equity of associates in respect of
investment revaluation reserve and revaluation reserve of bank premises.

A regulatory reserve is maintained to satisfy the provisions of the Banking
Ordinance for prudential supervision purposes by earmarking amounts in respect of
losses which the Bank will or may incur on loans and advances and investments in
addition to impairment losses recognised. Movements in the reserve are earmarked
directly through retained earnings and in consultation with the HKMA. As at 31st
December, 2013, HK$5,381 million (2012: HK$4,580 million) was included in the
retained profits in this respect which was distributable to equity holders of the
Group subject to consultation with the HKMA.

At 31st December, 2013 the aggregate amount of reserves available for
distribution to equity holders of the Bank was HK$12,816 million (2012:
HK$12,473 million). After the end of the reporting period the directors declared a
second interim dividend of HK$0.68 per ordinary share (2012: HK$0.63 per share),
amounting to HK$1,557 million (2012: HK$1,403 million). The dividend has not
been recognised as a liability at the end of the reporting period.

42.NON-CONTROLLING INTERESTS JEiZ R fE S

BRIERE (&)

REELFREEFEIHEERFEER
FREUIERORARFEEZSEFR 5
R & SRR B A SR R 2(F(K) -

HitREREREHE A RED 2 RES M
it R EMTTU RS -

REACRITEKIDERZEEENRT -
RIBERERFEDERBREERRER
KA REEFRERACRE - KBASER
% RENZDEEEEZTRMNREE
2013612 A318 » B & Flh 2 1E 8 it
FHABRRE FAEBERRAES381ET
(20124 : #&¥45.80187T) * BIRZHRIZEZ
HAEER °

20138128318 » AlRE FATTRER
MBI AE128.168 L (20124 « B
124.73187C) - EREHERABRESS M
IREE IR ERE SR T RREE0.687T
(20124 : GRBH0.637T) @ BFEEBW
15.571870(20124F : ##14.03187T) ° KRR
HHRBRBVARERZRERAE -

2013 2012

HKS Mn B HET  HKSMn BEEET

At 1st January ®1A1R 4,486 4,428
— purchase of interests in businesses from —FEERERIREEREA

non-controlling interests investors (e 55 33 -

— final dividend in respect of previous year - LFERERE (64) (68)

— transfer from retained profits e - 47

- exchange adjustments — (5 AR 3 (19)

Profit for the year FERNER % 98

At 31st December M12A31H 4,552 4,486




220 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
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43.FINANCIAL RISK MANAGEMENT B &R BB

This section presents information on the Group’s management of principal risks.

The Group has established comprehensive risk management procedures in line
with the requirements set out by the HKMA to identify, measure, monitor, control
and report on the various types of risk that the Group faces, including credit
risk, interest rate risk, market risk, liquidity risk and operational risk, and, where
appropriate, to allocate capital to cover those risks.

To further enhance the Group'’s risk management framework, and in line with the
best practices encouraged by the HKMA, the Group established the RIC in 2013.
The RIC comprises the Group’s Chairman & Chief Executive, two INEDs, and two
NEDs. One of the major responsibilities of the RIC is to assist the Board to manage
risks associated with strategic issues of the Group. The RIC is also responsible for
the regular review of the Group's risk appetite statement before its submission to
the Board for final review and approval. The related risk levels, where appropriate,
are laid down in the risk management policies.

The risk management mechanisms are built around a centralised framework and
include the RIC, Crisis Management Committee, Risk Management Committee,
specialised risk management committees — namely, Credit Committee, Asset and
Liability Management Committee and Operational Risk Management Committee
- and the Risk Management Division. These mechanisms capture the different
risk-related management activities on a Group basis, including the formulation of
policies, risk assessment, setting up of procedures and control limits, and ongoing
monitoring before the same are reported to the Board. The mechanisms ensure
compliance with the Group’s policies, and legal and regulatory requirements in
Hong Kong, China, and overseas. They are supplemented by active management
involvement, effective internal controls, and comprehensive audits.

The Crisis Management Committee and Risk Management Committee comprise
the Group’s Chairman & Chief Executive, Senior Advisors, Senior Management and
the Group Chief Risk Officer.

The specialised risk management committees comprise the Group’s Senior
Advisors, Senior Management, the Group Chief Risk Officer and where appropriate
division heads from the relevant areas.

An independent centralised risk management unit, Risk Management Division, is
responsible for monitoring the activities relating to the principal risks. The internal
auditors also perform regular audits on business units to check compliance with
policies and procedures.
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Management of the Group’s major risks is governed by the respective risk
management policies. The Group’s major risk management policies and control
limits are approved by the Board and they are monitored and regularly reviewed.
The Board has delegated the responsibility of on-going risk management to the
RIC, Risk Management Committee and specialised risk management committees.
Significant risk management related issues are required to be reported to the Board
to assist its oversight on risk management.

Regular stress tests are carried out by the Group to assess the impact of a number
of historical and hypothetical stress scenarios on the Group'’s financial position, in
particular capital adequacy, profitability and liquidity.

Each new product launch must go through an evaluation process, which includes
business and financial analysis and risk assessment. Approval for the launch of new
products must be obtained from the New Product Development Working Group,
the membership of which is comprised of heads of support and control units. This
Working Group further reports to the New Product Development Steering Group
chaired by the Bank's Group Chief Risk Officer, with other members being division
heads of support functions.

(a) Credit risk management

Credit risk arises from the possibility that a customer or counterparty in a
transaction may default. Such risk may arise from counterparty risks from loans
and advances, issuer risks from the securities business and counterparty risks from
trading activities.

The Credit Committee is responsible for dealing with all credit risk related issues
of the Group, while the Credit Risk Management Department under the Risk
Management Division of the Group is responsible for monitoring activities relating
to credit risk. The Group identifies and manages credit risk through defining the
target market segment, formulating appropriate credit policies, and carrying out
credit assessment and monitoring of asset quality. Credit risk control limits are set
for different levels. Risk, return and market situation are considered when setting
all limits. Active limit monitoring is undertaken.

In evaluating the credit risk associated with an individual customer or counterparty,
financial strength and repayment ability are always the primary considerations.
Credit risk may be mitigated by obtaining collateral from the customer or
counterparty.

The Group has established policies, procedures and rating systems to identify,
measure, monitor, control and report on credit risk. In this connection, guidelines
for management of credit risk have been laid down in the Group’s Credit Risk
Management Manual. These guidelines stipulate delegated lending authorities,
credit extension criteria, credit monitoring process, internal rating structure, credit
recovery and provisioning policy. They are reviewed and enhanced on an on-going
basis to cater for market changes, statutory requirements and best practice in risk
management processes.

BRIERE (&)

AEENTFZERREESZERBREERE
BE - AEEMEEREREERRREGIR
PHEFEGHE  YAXTEEREHAR
e BEGEMEEERBROEER TR
RZEg RREEZEGRIARRER
ZEg - HEEREREERBNEREALR
EEEE  UBPEFSEERRER -

REBFHETEDR - UHERZBE
MEBERBEHERHASERBARRNTZE -
LEHREEARRE  BMENRRBEEH

=472
-7 -3

S—EMEmNEL - AREFHERE 8
EEBM B DM ARG o L HE R
MRt ERFEMRAE TIEEBE - ZITHEAE
B S iR M B RBE BV BRPI B AR © 2 TAE
HE—FRFERMAERS/ MRS - E
mAEES M FEARERREE - Hi
B BREIRRAEREREE

(a) FERRERE

EERBIRNEF 832 5% FAREMEITEE
o AREAEEERTHRSEFRRE
BHEBHETHRRNIRZESNR S
FEE

.

FEZESRAAREMEEASEGERR
BHENEL - MAKERBRERRE THIE
ERRERSUEEEREFERRBEN
A - AREBBIMNEREERBRNITA
BEXRERBRTESH  SHEEENEER
RMATEETRERF  UREEEER
g EEEREHRERE AR - #E
FERERESEZERR  EHRETHER
I BERFATERIR AR -

AEBAEF G EEGNTFRR S L FHEEN
FERBE - BATTHEES IR HHFHNE
Han R SRR - A b{FIR0 R ERE 71 A
NEFENA RAEBNTEZRAR -

AEBDFHIRIZEERER - BF RARES
PAgess - B8 - B8 - mf RERAKERT
EENEERR - B SE - AREDHKIE
B R E RS N EE R R E R F M
A BEERRRE  RERE  FREER
By~ MBI - FREREBERE
FITHRE - ARBEREERIMNEZFE
5l NEEAMSEE ARAEERERAR
BIEIEFF AR EEIES -



222 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
BRI EE (48 )

43.FINANCIAL RISK MANAGEMENT (conTINUED) B/ 7% /& Féx B 228 ()

(a) Credit risk management (continued)
The Group's credit risk management for the major types of credit risk is depicted as
follows:

(0

(ii)

(iii

=

_
<
=

Corporate and bank credit risk

The Group has laid down policies and procedures to evaluate the potential
credit risk of a particular counterparty or transaction and to approve the
transaction. For corporate and bank customers, the Group has different
internal rating systems that are applied to each counterparty. For exposure
classified as Specialised Lending in particular, supervisory slotting criteria are
used. To monitor concentration risk, the Group has preset limits for exposures
to individual industries and for borrowers and groups of borrowers. The Group
also has a review process to ensure that the level of review and approval is
proper and will depend on the size of the facility and rating of the credit.

The Group undertakes on-going credit analysis and monitoring at several
levels. The policies are designed to promote early detection of counterparty,
industry or product exposures that require special monitoring. The overall
portfolio risk as well as individual impaired loans and potential impaired loans
are monitored on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are designed for the
fact that there are high volumes of relatively homogeneous and small value
transactions in each retail loan category. The design of internal rating system
and formulation of credit policies are primarily based on the demographic
factors and the loss experience of the loan portfolios. The Group monitors
its own and industry experience to determine and periodically revise product
terms and desired customer profiles.

Credit for treasury transactions

The credit risk of the Group's treasury transactions is managed in the same
way as the Group manages its corporate and bank lending risk. The Group
applies an internal rating system to its counterparties and sets individual
counterparty limits.

Credit-related commitment

The risks involved in credit-related commitments and contingencies are
essentially the same as the credit risk involved in extending loan facilities to
customers. These transactions are subject to the same credit application,
portfolio maintenance and collateral requirements as for customers applying
for loans.

Master netting arrangements

To mitigate credit risks, the Group enters into master netting arrangements
with same counterparties. Netting agreements provide that, if an event of
default occurs, all outstanding transactions with the counterparty will be
terminated and all amounts outstanding will be settled on a net basis. Except
for the event of default, all outstanding transactions with the counterparty are
settled on a gross basis and generally do not result in offsetting the assets and
liabilities in the statement of financial position.
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ARIEFTAE ()

The following tables present details of financial instruments subject to offsetting, TRIVRZIEE - BAER N 2 FREER
enforceable master netting arrangements and similar agreements. ZHRAEIHE RO S M T A -
At 31st December, 2013
R2013F12A31H
Gross
amounts of
recognised  Net amounts
Gross financial of financial Related
amounts of liabilities assets financial
recognised set off in presented instruments
financial the balance in the that are not Net
assets sheet balance sheet set off amount
REESER AER
2ER TEHEe REERER BESER
SREE EERLH H5IRE ki el
ot BfEAE SHEETE HELHE
HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
B¥EER B¥EET BYEERT BEEET
Assets BE
Positive fair value of
derivatives TETENEATFER 66 - 66 (54) 12
Other accounts HiARIE 745 (681) 64 - 64
Total 1 811 (681) 130 (54) 76
At 31st December, 2013
72013%12H31H
Gross
amounts of
recognised  Net amounts
G financial of financial Related
amounts|of assets liabilities financial
recognised set off in presented instruments
financial the balance in the that are not Net
liabilities sheet balance sheet set off amount
REEA/R RER
EER HifEz REESER EESER
SRARE EEZLE H 5 R HiE 2
e BEAE SREETE ARt
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BYERT BY¥EERT B¥EEBT BY¥EBT
Liabilities =1
Negative fair value of
derivatives TAETAMBATER 254 - 254 (54) 200
Other accounts HAhBRIA 779 (681) 98 - 98

Total 4858 1,033 (681) 352 (54) 298
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43.FINANCIAL RISK MANAGEMENT (conTinuep) B/ 75 & B & 32 )

(a) Credit risk management (continued) (a) EERMBEE (&)
(v) Master netting arrangements (continued) (v) FEAEEZHEGE)

At 31st December, 2012
R2012%12A31H

Gross
amounts of
recognised Net amounts
Gross financial of financial Related
amounts of liabilities assets financial
recognised set off in presented instruments
financial the balance in the that are not Net
assets sheet  balance sheet set off amount
REEARR RER
He REEBRR BEAER
R H 5 7REY 2k <o
BERE SREEFHE izl
HK$ Mn HK$ Mn HK$ Mn
BERET BEEET BEEET
Assets BE
Positive fair value of
derivatives TETAMEATER 105 - 105 (105) -
Other accounts HAnBRIE 726 (593) 133 - 133
Total 1B 831 (593) 238 (105) 133

At 31st December, 2012
20124128318

Gross
amounts of
recognised Net amounts
Gross financial of financial Related
amounts of assets liabilities financial
recognised set off in presented instruments
financial the balance in the that are not Net
liabilities sheet  balance sheet set off amount
REERRR RER
Rz  REERER BERER
H 3 7RA H
SRAEFE 2 R
HK$ Mn HK$ Mn
AEEET BEEET BERET BERET
Liabilities afE
Negative fair value of
derivatives TETEMNEATEE 275 - 275 (105) 170
Other accounts HAuARIE 593 (593) = = -

Total ) 868 (593) 275 (105) 170
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(vi) Concentration of credit risk

Concentration of credit risk exists when changes in geographic, economic
or industry factors similarly affect groups of counterparties whose aggregate
credit exposure is material in relation to the Group's total exposures. The
Group's credit portfolio is diversified along geographic, industry and product
sectors.

The Group monitors its concentration risk by adopting appropriate risk control
measures, such as setting limits on exposures to different industries and loan
portfolios.

(vii) Maximum exposure

The maximum exposure to credit risk at the end of the reporting period
without taking into consideration of any collateral held or other credit
enhancements is represented by the carrying amount of each financial assets in
the statement of financial position after deducting any impairment allowance.
A summary of the maximum exposure is as follows:

BRIERE (&)

(vi) EEES MR
FEEETMHERERZ 2% T EEXE

e KERTEERENTE  MRF
EEEEEERBRAEHAEENE
BERAEEHEER - AEENEREA
BOMEETRME « TTEMER

AEE-ERAEENRREEE -
IR RITEME A S EERE -
VABEHEEE S rh A E R ©

(vii) = AR

PRI & B R H W RET AR E I f sk
HifEERANEREERRE - RS
—BHERREMREEENEREESE
FRMRNKRANIREE - &= EBRHEN
e e

The Group £ The Bank 17
2013 2012 2013 2012

HKS Mn B®EBT HKS Mn B EET HKS Mn BSEET HKS MnBREST

Cash and balances with banks,

central banks and other financial 4 R#EFT - PRFITHE

institutions e BN AT 67,063 84,092 21,01 18,846
Placements with banks, central

ERIT - PR|ITNEMER

banks and other financial

institutions WENFR 57,372 50,618 13,399 19,335
Trade bills E5Z8 59,932 55,740 52,739 47,931
Trading assets ROHBBBE 3,902 3,057 49 570
Financial assets designated at fair {8 ABBERARMATE

value through profit or loss ENSREE 11,199 14,751 11,199 14,751
Positive fair value of derivatives ST EMEATEE 3,625 3,125 1,729 2,267
Loans and advances to customers ~ BEE LR 404,335 349,801 258,862 220,970
Available-for-sale financial assets A HESRIEE 68,682 62,333 45,819 43,812
Held-to-maturity investments BEEBRE 5,048 4,320 3,940 3,219
Other assets Hit &&= 43,023 36,502 7,383 6,518
Financial guarantees and other BBRERREMEEERREN

credit related contingent liabilities A& E 22,644 17,597 6,975 7,239
Loan commitments and other credit S ZAIE & E i E{EE BRI

related commitments RIE 212,472 192,183 84,100 74,479

959,297 874,119 507,652 459,937
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(a) Credit risk management (continued)
(viii) Credit quality of loans and advances
Loans and advances to banks are only made to banks with good credit

(viii)

standing. The credit quality of loans and advances to customers can be
analysed as follows:

The Group &8
2013 2012

HKS Mn BB EE T

HKS Mn B¥EET

Gross loans and advances to

(a) EERBRERE (&)

ERRBANEEEER
ROIEREBRARETFEESBER
21T - REERRBHRNERERS
A -

The Bank 17
2013
HK$ Mn B¥EE T

2012
HK$ Mn B BET

customers REER R EE
- neither past due nor
impaired —ER A RRE 403,434 349,294 258,504 220,696
~ past due but not impaired —FaBERERE 31 288 125 99
— impaired —BRE 1,582 1,138 854 771
405,357 350,720 259,483 221,572
Of which: He

The Group &8

2013 2012

HKS Mn BSEET HKS Mn BREST

Gross loans and advances to

The Bank #17
2013 2012
HKS Mn B¥EET HKS Mn B EET

customers that are neither ERRRENTEER R

past due nor impaired Ebect

~ pass —A1& 402,503 348,019 258,067 219,706

~ special mention —FEBE 931 1,275 437 990
403,434 349,294 258,504 220,696

The Group classifies the loans and advances in accordance with the loan
classification system required to be adopted for reporting to the HKMA.

The ageing analysis of loans and advances to customers that are past due but
not impaired is as follows:

The Group &8

2013 2012

HK$ Mn B EET HKS Mn BEEET

Gross loans and advances to

customers that are past due BRRERERENTFE
but not impaired TRBFGE
— overdue 3 months or less —EH3EALT 341 288

AEEREREERTLERNERSD
BAEGADRER -

BAMERERELIEFERRBHRN
FHOWIAT

The Bank 817
2013 2012
HKS Mn B¥EET HKS Mn B EET

125 99

Loans and advances that would be past due or impaired had the terms not
been renegotiated amounted to HK$86 million as at 31st December, 2013
(2012: HK$91 million).

M2013F 12 A318 - BN AKE 5
XM 7] B 2 {1 HA SRR (B B 3 R B R Y
©REAB8,6008 T (20124 : Hik
9,100&7T) °
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(ix) Credit quality of financial assets other than loans and advances

Credit risk of treasury transactions is managed in the same way as the Group
manages its corporate and bank lending risk and risk gradings are applied to
the counterparties with individual counterparty limits set.

At the end of the reporting period, the credit quality of investment in debt
securities analysed by designation of external credit assessment institution,
Moody's Investor Services, or equivalent, is as follows:

BRIERE (&)

(ix) FEFRBREREENEEER

AR BMEERRREETE  BAE
BERALERRTEENTE—RE
BB AR AR R BRI R
HF -

RIBERERA - LRSS TR
B BERERY - RERERHOFTR
Wi - FTiEE 2 BHBEHFRENEEE
N :

The Group £ The Bank 817

2013 2012 2013 2012

HK$ Mn B EET HKS Mn BEEETL HKS Mn B EET HKS Mn BEEET

Aaa Aaa 10,468 15,637 6,994 10,243
Aal to Aa3 Aal £ Aa3 22,488 35,387 21,130 26,816
Al to A3 Al E A3 30,100 13,711 13,279 11,234
P-1 (Short term) P-1(25) 1,109 1,280 918 -
Baal to Baa3 Baal £ Baa3 10,777 9,371 6,700 5,306
Below Baa3 Baa3lA T 4,624 2,395 3,615 2,089
(NB) (i) 79,566 77,781 52,636 55,688
Unrated TR 9,382 6,758 8,934 6,741
Total e 88,948 84,539 61,570 62,429

NB As at 31st December 2013, the Group has debt securities of HK$6, 112 million with
investment grade assigned by PRC local rating agencies (2012: HK$7,710 million).

Collateral and other credit enhancements

The Group has established guidelines on the acceptability of various classes
of collateral and determined the corresponding valuation parameters. The
guidelines and collateral valuation parameters are subject to regular reviews to
ensure their effectiveness over credit risk management.

The extent of collateral coverage over the Group’s loans and advances to
customer depends on the type of customers and the product offered. Types
of collateral include residential properties (in the form of mortgages over
property), other properties, other registered securities over assets, cash
deposits, standby letters of credit and guarantees. Collateral generally is not
held over balances and placements with banks and other financial institutions,
and loans and advances to banks, except when securities are held as part
of reverse repurchase and securities borrowing activity. The Group takes
possession of collateral through court proceedings or voluntary delivery of
possession by the borrowers during the course of the recovery of impaired
loans and advances. These repossessed assets are reported in the statement of
financial position within “other assets” (Note 2(m)). If the recovery from the
repossessed assets exceeds the corresponding exposure, the surplus fund is
made available either to repay the borrower’s other secured loans with lower
priority or is returned to the borrower.

()

i R20134F 128318 - K& EfEEF
TR 1B e T IRER B2 B EHE
EB#61. 1215 (20124 : #7710
&) °

R R E b= B RTT
AEE D HIFT I RZ T RERE R RN
5| WEEHEELE2H - AEEE
FE R S| AR AR E2 8 DARE
RIEERRERHBR o

AEBEFEFRRBEFRNERRIEET
BEEFERNRFAIEHEMRME - &
RRBREREENE(ANERBIL
X)) HtpE  HpELHAEE -
RehFx  RREAFERER - KER
RfERAEERESEEESNERR
Sh o ERITREAGEBEENETRTF
K ARBITERERBR R IFERIE
- EHOREERRRRE @ &
SEEBEAERFRERABBIH
BEREDERR ZEREEER
BATS R 3R P AT EL 38 22 1 51 B (B =
2(m)) ° U A& E TS B YRR
HERRAER  AleERAanEeE
EERABERFREND EIREHK
RETFERA e
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(a) EERBERE &)
(x) ERRREMERRAE)

(a) Credit risk management (continued)
(x) Collateral and other credit enhancements (continued)

Collateral held as security for financial assets other than loans and advances
is determined by the nature of the instrument. Debt securities, treasury and
other eligible bills are generally unsecured with the exception of asset-based
securities and similar instruments, which are secured by pools of financial assets.
However the credit risk may be implicit in the terms or reflected in the fair
value of the corresponding instruments.

The Group's preferred agreement for documenting derivatives activity is the
ISDA Master Agreement which covers the contractual framework within which
dealing activity across a full range of over-the-counter products is conducted
and contractually binds both parties to apply close-out netting across all
outstanding transactions covered by an agreement, if either party defaults
or following other pre-agreed termination events. It is also common for the
Group to execute a Credit Support Annex in conjunction with the ISDA Master
Agreement with the counterparty under which collateral is passed between
the parties to mitigate the market contingent counterparty risk inherent in the
outstanding position.

For contingent liabilities and commitments that are unconditionally cancellable
(Note 45), the Group will assess the necessity to withdraw the credit line when
there is a concern over the credit quality of the customers. Accordingly, the
exposure to significant credit risk is considered as minimal. For commitments
that are not unconditionally cancellable, the Group assesses the necessity of
collateral depending on the type of customer and the product offered.

The lower of gross loan amount and the estimate of the fair value of collateral
and other credit enhancements held against financial assets is as follows:

The Group %8
2013

2012

HKS Mn A% EET HKS Mn BEEET

Fair value of collateral and other

FABIEFERR BN E REE MK
e RERTAZEERE - RIA—&
FERMEEFERNEEREZS KA
RTAS  EHES  EHFREMAR
EE—REBEERN - A FER
Rl RERR S A AERE T A MR AR AE
BTANDFEE R -

ISDARMF AN ARNEBRENERS
NHEREREK  ERREEHIER -
MEGKIERZT  AEEAEIT—R
FIRPBINERR HER) - tEP—HE
W EEH TR EMKIESEH - Al
RENNRSAEINFREE SRS
WFMERBITR S - AEBINEEER]
ISDAKYEA KRR - B SHFER]
EEMA - it - ERRARETOH 2
R - UREEBERBOBRTH
RNIETIHBRARZHFRER

SR SR B B % AT R (R EROH RO 2 (Y
i45) MAREHEFPMEEERE
RE - NEHERERERCREER -
Bt - AEEHEGREAEERRE SR
RIMTFEDR - B RE G BUS Ry
5 AEEERFELBAARAEHE
ATl R A H RETER -

EREBARSAFRRESREE A
R EMERRANGT AT EERE
ZRIEEMT

The Bank $17
2013 2012
HK$ Mn B¥EET HKS Mn B%EET

credit enhancements held BEERREREEL
against financial assets G R SRR
that are: BATEENT :
— neither past due nor
impaired — R RAE 286,564 251,750 169,906 150,244
— past due but not impaired —ERBERERE 338 287 124 98
286,902 252,037 170,030 150,342
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(b) Market risk management

Market risk arises from all market risk sensitive financial instruments, including
debt securities, foreign exchange contracts, equity and derivative instruments, as
well as from balance sheet or structural positions. The aim in managing market risk
is to reduce the Group's exposure to the volatility inherent in financial instruments.

The Asset and Liability Management Committee deals with all market risk related
issues of the Group. It is also responsible for conducting a regular review of interest
rate trends and deciding the corresponding future business strategy. The Asset
& Liability Management Department under the Risk Management Division of the
Group is responsible for monitoring activities relating to market risk.

The use of derivatives for proprietary trading and the sale of derivatives to
customers as risk management products is an integral part of the Group’s business
activities. These instruments are also used to manage the Group’s own exposures
to market risk, as part of its asset and liability management process. The principal
derivatives instruments used by the Group are interest rate, foreign exchange
and equity related contracts, in the form of both over-the-counter derivatives and
exchange traded derivatives. Most of the Group’s derivatives positions have been
entered into to meet customer demand and to manage the risk of these and other
trading positions.

In this connection, the key types of market risk that must be managed are:

(i) Currency risk

The Group’s foreign currency positions arise from foreign exchange dealing,
commercial banking operations and structural foreign currency exposures.
The Group's non-structural foreign currency exposures are dominated in USD.
For other currencies, currency concentrations are maintained below 10% of
the total net position in all non-structural foreign currencies of the Group. All
foreign currency positions are managed within limits approved by the Board or
the Asset and Liability Management Committee.

Structural foreign currency positions, which arise mainly from foreign currency
investments in the Group'’s branches, subsidiaries and associated companies,
are excluded from value-at-risk (“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 fluctuations. The Group seeks to match closely its foreign
currency denominated assets with corresponding liabilities in the same
currencies.

The Group had the following net structural positions which were not less than
10% of the total net structural foreign currency position at the end of the
reporting period:

BRIERE (&)

(b) HEEABERE

S ERIRE P A E W5 RRRERNE KT
B BEEBES  IEAH  BROMITE
TE UREERBRIEBIERR - 115
RBEEEERLASERNE T AREN
RB AT RS ©

EEARERZEEARREARSE —YH
mSEBAARNER - TR EE R E
EY REFERRNARREL KR - ARER
BRERRETNEEABERN  ARESR
HEiEERE NG

ETTETARSRATFHETETRIA
RERRERERRAAEEET —HERE
%o WETATANAERAREEMAZ KT
SRR ERAREEEABEENHDIZ
FFo REBMEANTETATIERFIE -
SNEFRRIDAERE A K - BIRIBINIIEAR S
MATETER - ARBEABONITETARFA
BRNERPHER  URRBUENEMZ S
TR M T -

U E - ARETEEENTISRAREE

(i) BEEERR
AEENINERRRAMNERE  BE
RITEBMEBESNERR - REEH
FEBMINERBRARTREMN - M
HipoMETE  ZEEERRIGARE
FBEABEINENFRAEEBER
10% > TBINERRIRBEESTEN
BEERBEEEZE S ENRENA -

AEERDTT - B2 RN = 2 EH
SNEHRE - BB REREAD
B IARGEERBRERN - &
B ENERENTIZER - ZRER
SENREEZEXRBNTE - AE
BEEZENHASNEHENEELNR &
BEHENAE - RIFERBKRT

R|ERERE - AEBOGEBERR
SFETEREBIEINEFRREE10%
L

The Group and The Bank @K 17

2013

2012
RMB UsD RMB
ARH E AR

HK$ Mn HK$ Mn

HKS$ Mn
BEEET BEEET BEEET

B FE 2,475 8,960 2,488 8,703

Net structural position
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(b) Market risk management (continued) (b) 5 EREIE (4)

(i) Interest rate risk

The Group's interest rate positions arise from treasury and commercial banking
activities. Interest rate risk arises in both trading portfolios and non-trading
portfolios. Interest rate risk primarily results from the timing differences in the
repricing of interest-bearing assets, liabilities and commitments. It also relates
to positions from non-interest bearing liabilities including shareholders’ funds
and current accounts, as well as from certain fixed-rate loans and liabilities.
Interest rate risk is managed daily by the Treasury Markets Division within
the limits approved by the Board or the Asset and Liability Management
Committee. The instruments used to manage interest rate risk include interest
rate swaps and other derivatives.

(iii

Equity risk

The Group’s equity positions arise from equity investment and dynamic
hedging of customer-driven business. Equity risk is managed daily by the
Investment Department within the limits approved by the Board, Investment
Committee or the Asset and Liability Management Committee.

Market risk control limits have been set at varying levels according to the practical
requirements of different units. The Board approves the control limits and has
delegated the authority to set detailed control limits to the Asset and Liability
Management Committee. Risk, return and market conditions are considered when
setting limits. Active limit monitoring is carried out.

In this connection, the Asset and Liability Management Committee monitors the
related market risk arising from risk-taking activities of the Group, to ensure that
overall and individual market risks are within the Group’s risk tolerance level.
Risk exposures are monitored on a frequent basis to ensure that they are within
established control limits.

The Group quantifies the market risk of the underlying trading portfolio by means
of VaR. VaR is a statistical estimate that 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 over a certain horizon time period.

The Group estimates VaR for the Group’s trading portfolio by the Parametric
Approach, where the VaR is derived from the underlying variances and co-variances
of the constituents of a portfolio. This methodology uses historical movements in
market rates and prices, a 99% confidence level, a one-day holding period and
a one-year historical observation period. An equal or higher weighting scheme is
applied to more recent observations under which higher VaR should be used.

Structural foreign exchange positions arising from net investments in branches and
subsidiaries are not included in the VaR for the foreign exchange trading position.

(i) =Rk
AEERFIRGARE P E REHERT
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BE -FERARMEETSRRERS
SREERBEERE S ENRALE
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FEN IR E M HTET R ©
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(il ELmER DGR AREERERR
BEG - FEMESFRIERH EHBRMER
BEERBEERITERBERIBNFER
MERERN BEARBEEZSSAEDRR
ARAIREE

The book value of listed shares, as well as the book value of private equity funds
and unlisted equities (collectively the “Unlisted Securities”), are subject to limits
and these are monitored by the management of the Group. The Unlisted Securities
and listed non-trading equities are not included in the VaR for the equity trading
position, and are managed through delegated limits. The limits are subject to
regular review by the Asset and Liability Management Committee.

BB ES

Value-at-risk statistics

2013
At 31st December Maximum Minimum
R12A31A BE
HK$ Mn HK$ Mn
BEBET BEBET
VaR for total trading activities R EDRERELRE 26 43 24 29
VaR for foreign exchange trading
positions* INER SR HERE 6 10 4 7
VaR for interest rate trading
positions FERSHBHRRE 4 10 2 4
VaR for equity trading positions RO SRR ERE 21 34 20 23

2012
At 31st December Maximum Minimum
M12A318 &= RIE
HK$ Mn _HKS$ Mn
BERET BEREL
VaR for total trading activities RHERHNERELEE 16 38 16 26
VaR for foreign exchange trading
positions* INER H5R HImBRE* 4 8 3 5
VaR for interest rate trading
positions HERSHENRRE 1 5 1 3
VaR for equity trading positions RO SERHNERE 12 32 12 21

* Including all foreign exchange positions but excluding structured foreign exchange

*

BIEBSNER B BT BIEAE I NERE

o

positions.
2013
At 31st December Maximum Minimum

W12A31H =1}

HKS Mn HKS Mn
BEEER BERER

Stressed VaR for total trading RGEHNZERKRE
activities ] 87 102 74 89

2012
At 31st December Maximum Minimum
124316 &= (&
. HK$*M_n . HHK$J\/|_H
BEBET BEEET
Stressed VaR for total trading RS EHNTERRE
activities et 68 106 65 80

ZERBRERARTERENTETE R
BXEHRMNAETSEEER  HREASE
HroREiE -

A Stressed VaR measure is intended to replicate a VaR calculation that would be
generated on current market risk portfolio if the relevant market factors were
experiencing a period of stress.
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(c) Operational risk management

Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events.

The objective of operational risk management is to identify, assess, monitor and
report on operational risk and to comply with the relevant regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing
operational risk management of the Group while the Operational Risk
Management Department under the Risk Management Division of the Group is
responsible for monitoring activities relating to operational risk.

Operational risk management tools adopted include operational risk incidents
reporting, control self-assessment, key risk indicators, operation manuals, insurance
policies, and business continuity planning, etc.

Furthermore, the Operational Risk Management Department under the Risk
Management Division of the Group has also performed self-assessment on the
Group's compliance with the requirements of HKMA Supervisory Policy Manual on
Operational Risk Management, with satisfactory result which had been reviewed
independently by Internal Audit Department.

(d) Liquidity risk management

Liquidity pertains to the Group’s ability to meet obligations as they fall due.
Funding liquidity relates to the ability to meet expected and unexpected current
and future cash flow and collateral needs without affecting daily operations or the
financial position. Market liquidity concerns the inability to offset or eliminate a
position at market price because of inadequate market depth or market disruption.

The purpose of liquidity risk management is to ensure sufficient cash flows to meet
all financial commitments and to capitalise on opportunities for business expansion.
This includes the Group’s ability to meet deposit withdrawals either on demand or
at contractual maturity, to repay borrowings as they mature, to comply with the
statutory liquidity ratio, and to make new loans and investments as opportunities
arise.

The Asset and Liability Management Committee is delegated by the Board
to oversee the Group's liquidity risk management. The Asset and Liability
Management Committee sets the strategy, policy and limits for managing liquidity
risk and the means for ensuring that such strategy and policy are implemented.
Regular meetings are held to review the compliance status of the monitoring
matrix established and the needs for any change in strategy and policy. Liquidity
is managed daily by the Capital Markets & Liquidity Management Department
under the Treasury Markets Division within the limits. The Asset and Liability
Management Department under the Risk Management Division of the Group is
responsible for monitoring the activities relating to liquidity risk. The Internal Audit
Department performs periodic reviews to make sure the liquidity risk management
functions are carried out effectively.
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The Group's strong retail customer base provides a significant portion of the
Group's funding. The retail customer base constitutes a broad spectrum of
depositors with whom the Group maintains strong relationships. Funding
diversification is achieved by issuance of certificates of deposit, medium term notes
and subordinated debts. Professional markets are accessed for the purposes of
providing additional funding, maintaining a presence in local money markets and
optimising asset and liability maturities.

Internally, intra-group funding transactions are carried out at arm’s length and
treated in a manner in line with other third party transactions, with regular
monitoring and appropriate control.

In addition to observing the statutory liquidity ratio, the Group has established
different liquidity metrics, including but not limited to the liquidity ratio, loan-
to-deposit ratio, cumulative mismatch ratio, funding concentration ratios, intra-
group exposure threshold and cross currency funding ratio to measure and
analyse the Group’s liquidity risks. As a majority of the Group’s liquidity risk
arises from the maturity mismatch gap between the Group's asset and liability
portfolios, the Group manages liquidity risk by conducting cash flow analysis and
projections. These are carried out on a regular basis to identify funding needs
arising from on- and off-balance sheet items in a specific time bucket over a set
of time horizons. The Group also holds sufficient liquid assets (e.g. cash, short
term funds and securities) of appropriate quality to ensure that short term funding
requirements are covered within prudent limits. Contingent funding sources are
maintained to provide strategic liquidity to meet unexpected and material cash
outflows.

The Group also conducts stress testing regularly to analyse liquidity risk. In the
Group's stress test, both on- and off-balance sheet items with cash flow impact
are considered, with applicable hypothetical as well as historical assumptions.
Both funding and market liquidity risks are addressed. Three stress scenarios,
namely the institution-specific crisis, the general market crisis and the combined
crisis are adopted with minimum survival period defined according to HKMA's
latest Supervisory Policy Manual “Sound Systems and Controls for Liquidity Risk
Management”.

With reference to the stress-testing results, the Group identifies potential
vulnerabilities within the Group, and formulates a Contingency Funding Plan that
describes the Group'’s strategy for dealing with any liquidity problem and the
procedures for making up cash flow deficits in emergency situations.

The Contingency Funding Plan is designed to be pro-active and pre-emptive, and
stipulates the following 3 stages:

In the first stage, the Group utilises early warning indicators, which cover both
qualitative and quantitative measures, and monitors both internal and external
factors. Should there be any early signs of significant impact on the Group’s
liquidity position, management is informed.
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(d) Liquidity risk management (continued) (d) REVEERBREE (&)
In the second stage, a Crisis Management Committee, which is chaired by Senior E_RER  ASXEERIGHEREZES
Management, is formed to handle the crisis. Strategy and procedures for obtaining VTHEEEBABETER HERES
contingency funding, as well as roles and responsibilities of parties concerned are B WIARRTHEEEESNERRIZ
clearly stated. Fr o ARBRES TR RBE -
In the final stage, a detailed review is carried out to recommend necessary NEBHER  NEBESHRBEETRS - X
improvements to avoid incidents of a similar nature in future. TEH L ERE - B B IHIRAESEMG -
Annual drill test is conducted and the Contingency Funding Plan is subject to BREMNEBERENESE  AEBSEFET
regular review in order to cope with the changes of business environment. Any BB e FHRTERETE - E
significant changes to the Contingency Funding Plan are approved by the Board. SRETEMBIMNERESYENESES

ek -

Analysis of assets and liabilities by remaining maturity: BERABRFIRIRIHT :
The Group 58

2013
3monthsor ~ 1yearor  Syearsor
Repayable ~ Within1 lessbutover less butover lessbut over Over  Undated or
on demand month  1month 3 months 1 year Syears  overdue

1AL 3@ANE  1ENMLE EHHAN

MRER 18Rk 23f88 BE 5§ SENE 7l
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AUEEn BYEER BMEEn RMEEn  AMEEn  AMEER  BMEER

Assets EE
Cash and balances with banks and other finandial B4 RERTAE 4Rk

institutions it 28,794 70 - 29 - - 39,884 68,777
Placements with banks and other financial institutions ~ 7ESR{TREth £ BB TR - 38,290 16,153 2,929 - - - 57,312
Trade bills EUES 13 9,069 11,579 3921 - - - 59,932
Trading assets RORBEE - 64 30 890 2,667 51 1429 5,331
Finandial assets designated at fair value through profit ~ E AR ERENRBATE

orloss EMeBEE - 194 39 3,980 5,087 1,899 407 11,606
Positive fair value of derivatives NETENEATER - - - - - - 3625 3625
Advances to customers and other accounts REHIRAMER 7434 57,018 36,227 96,870 162913 82,925 4,868 448,255
Available-for-sale financial assets AfHESRAE - 5,36 12303 11,621 3,450 6072 2907 71,589
Held-to-maturity investments HEHBRA 104 1,256 34 597 2 4 - 5,048
Undated assets EIRRHAE - - - - - - 2419 249
Total assets AEEE 36345 111,197 76865 156,187 206,828 90,993 75539 753954
Liabilities gf
Deposits and balances of banks and other financial /7 REMSBENERR

institutions b33 3,691 10,319 9,231 4,609 10713 - - 2893
Deposits from customers EFH 163383 136534 10454 108,409 24 - -5

- Demand deposits and current accounts - R R ARER 69,259 - - - - - - 69,259

- Savings deposit -fERR 92,936 - - - - - - 92,936

- Time, call and notice deposits ~ BB RN 1148 13653 104544 108,409 0,14 - - 3T
Trading liabiltes REREAE - - - - - - 11 11
Negative fair value of derivatives i TEMBATEE - - - - - - 4,545 4,545
Certficates of deposit issued BERE - 8,765 7820 18,991 1353 - - 0,929
Current taxation REHE - - - 1,353 - - - 1,353
Debt securiies ssued BENERES - - 79 2,656 1,280 - - 4728
Loan capital [REER - - - - 8817 4815 - 13,632
Other liabiltes AfaE 1,26 8,533 11,285 17,545 6,466 22 7352 54,628
Total liabilities A% 168,260 164,151 133,672 153,563 47,130 7,036 11,908 685,720

Net gap FEh (131,915) (52,954) (56,807) 2,624 159,698 83,957
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The Group ES
2012
3 months or Tyearor  Syearsor
Repayable Within ~less but over ~less but over  less but over Over  Undated or
on demand 1 month Tmonth  3months 1 year 5 years overdue
MEARE  3EAME 155 E RS
iS5 ees AR E3fEA BE E5% SENE ]
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEEET A¥AER  AMEET  A%EER FEREL A¥REL
Assets -1
Cash and balances with banks and other financial & RESINE 2 BIE
institutions nER 55,308 46 70 91 = = 29,997 85,512
Placements with banks and other financial institutions 78847 RE M2 R Tz ar - 25,409 5,581 19,628 - = = 50,618
Trade bills 255k 5 7,158 9,295 38,673 = - 4 55,740
Trading assets RHRREE - n 400 1327 1,165 93 1,156 4213
Financial assets designated at fair value through profit 87 ABBEZNRBEATE
orloss [EreRaE - - 129 1447 10,804 2371 418 15,169
Positve fair value of derivatives ITETAMEATEE = = = - - - 3125 3125
Advances to customers and other accounts XA REMEE 5,791 46,793 3877 84,085 132,032 77479 7216 387,273
Avallable-for-sale finanal assets At EemEE - 14,589 7,500 5,907 29307 5030 239 64,731
Held-to-maturity investments FEHHRE 107 1,102 201 985 1879 46 - 4320
Undated assets EARASEE - - - - - - 1413 21,413
Total assets BENE 61,211 95,769 57,053 152,143 175,187 85,019 65,732 692,114
Liabilities 8
Deposis and balances of banks and other financial ST RE A ERENFRR
institutions 537 1,128 19,221 4,306 5801 141 = = 30,597
Deposts from customers EFHH 157,048 144532 84,329 9,893 13,968 - - 4TI
- Demand deposits and current accounts —EEEARARER 68,950 - - - - - - 68,950
- Savings deposit —HERR 86,549 - - - - - - 86,549
~Time, call and notice deposits -EHRBRGR 1549 14453 84329 98,893 13,968 - -
Trading liabilties RoREEE 5 = - - - _ 2 2
Negative fair value of derivatives TETAMBATEE - = = = s = 3806 3806
Certficates of deposit issued BEIERE - 312 3548 14,907 5793 - - 27370
Current taxation AEfE - - - %8 - - - 988
Debt securities issued BEfIERES - - 3146 412 1359 - - 8657
Loan capital EEER - - - - 9,124 5139 - 14263
Other liabiles Afp&f 1,09 6373 11,122 12347 5,150 2,174 ALY 46,003
Total liabilities BlEER 159,266 173,248 106,451 137,088 35535 71313 11,574 630,475
Net gap BEE (98,055) (17.479) (49,398) 15,055 139,652 71,106
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(d) RBESRREIE (@)

(d) Liquidity risk management (continued)

The Bank $RAT
2013
3monthsor  1yearor  Syearsor
Repayable Within less but over less but over less but over Over  Undated
ondemand  Tmonth  1month  3months 1 year Syears oroverdue
1fEARE  3fEANML 1E0E EEHAS
HRER AR F3f8A BE B5E SEME ik
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EEn AYAEER BMEER AMEEn A¥EEn AMEER EWREER
Assets 8E
Cash and balances with banks and other finandal B4 RERIAE AR
insttutions MEE 16,998 57 - - - - 5157 0212
Placements with banks and other financial institutions ~ 7E5{7 e A & BBV - 1,219 901 1219 - - - 13399
Trade bills 2558 8 6,756 8,41 31,504 - - - 52,739
Trading assets RGRREE - - 2 291 128 51 1429 1,925
Finandial assets designated at fair value through profit ~ #E BB ERAENRBATE
orloss ENeREE - 19 3 3,980 5,087 1,899 - 11,199
Postive fair value of derivatives (T BT ATER - - - - - - 1,729 1,729
Advances to customers and other accounts RERIREMER 6,099 46,264 17,548 43,801 103,049 45,962 4,202 266,925
Available-for-sale financial assets MEHESREE - 4,825 11,675 8,094 18,730 2,495 1,511 47,330
Held-to-maturity investments HEHEBRE 104 1,185 34 463 1,846 8 - 3,040
Undated assets EHRRHEE - - - - - - 51,069 51,069
Total assets AESE 23,209 70,560 38,994 95,352 128,840 50,415 65,097 472,461
Liabilities af
Deposits and balances of banks and other finandal IR EMAREREN AR
institutions e 3,684 6,864 7,940 4179 840 - - 23,507
Deposits from customers BFEH 14135 110867 63,540 33,701 871 - - 33
- Demand deposits and current accounts - REERARER 21,652 - - - - - - 21,652
- Savings deposit ~RERA 91,791 - - - - - - 91,791
- Time, call and notice deposits - EBRENE 692 110867 63,540 33,701 871 - - 20067
Trading liabiltes RGREER - - - - - - 11 11
Negative fair value of derivatives fTETAMRATEE - - - - - - 2,766 2,766
Certficates of deposit issued B¥TRNE - 8,765 7820 18,991 1353 2,200 - 45,129
Current taxation KA - - - 1,007 - - - 1,007
Debt securites isued BETERES - - 79 2,656 - - - 3,448
Loan captal EEER - - - - 8,817 9,293 - 18,110
Other liabiltes Afb&f 66 1,599 318 U4 5 - 7802 10,034
Total liablies BEEE 117885 128,095 80,410 60,868 17,886 11493 10579 421,216
Net gap FEE (94,676) (57,535) (41,416) 34,484 110,954 38,922
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The Bank #]RIT
2012
3 months or Tyearor  Syearsor
Repayable Within ~less but over ~less but over  less but over Over  Undated or
on demand 1 month Tmonth  3months 1 year 5 years overdue Total
MEARE  3EAME 1EHLE ETAEH
iS5 ees AR E3fEA BE E5F SENME 1 s
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AEET A¥EEn AYEEn BMAEn B¥REn  AYREn  AMRER
Assets -1
Cash and balances with banks and other financial & RESINE 2 BIE
institutions f<iea 19,307 - - - - - 449 19,756
Placements with banks and other financial institutions 78847 Rt & R T7ar - 12,698 3,559 3,078 - = = 19,335
Trade bills 255k = 4,564 6,639 36,728 = - - 47,931
Trading assets RHRREE - 10 51 i 47 19 1,156 1,726
Financial assets designated at fair value through profit 87 ABBEZNRBEATE
orloss [EHeRaE - - 129 1447 10,804 2371 119 14870
Positve fair value of derivaives ITETAMEATEE = = = - - - 2261 2,261
Advances to customers and other accounts XPAHREMEE 4,986 37,962 15,304 37,537 83,084 44,380 4,973 208226
Avallable-for-sale finanial assets At EeREE - 14,402 6,876 3673 17,010 1,851 1,204 45,016
Held-to-maturity investments FEHHRE 107 1,058 1 12 1,136 - - 3219
Undated assets EARASEE - - - - - - 40,515 40,515
Total assets BEER 24,400 70,694 32,7129 83,283 112,451 48621 50,683 422,861
Liabilities 8f
Deposits and balances of banks and other finandial TR 2 REENER
institutions i3 1123 2,259 3,645 3,580 = - - 10,607
Deposits from customers RFER 107,181 117,138 46,963 34,804 567 - - 3066%3
~ Demand deposits and current accounts —EBEIRERER 21,690 - - - - - - 21,690
- Savings deposit -RERN 85279 - - - - - - 85,279
- Time, call and notice deposits - EHRENER 212 117,138 46,963 34,804 567 = = 199,684
Trading liabilties RHRRAE = = - - - - 21 2
Negative fair value of derivatives IETAMBATER - - - - - - 3,059 3,059
Certficates of deposit issued BETRNE - 312 3,548 14,907 5793 2,200 - 29570
Current taxation P = = = 872 - _ _ 87
Debt securites issued BETERES - - 661 0 116 - - 1,200
Loan capital [EEER - - - - 9,124 9,549 - 18,673
Other liabiliies AR 8 1478 281 201 10 - 8,760 10,738
Total liabilities BfaER 108312 123,997 55,098 54,787 15,610 11,749 11,840 381,393
Net gap FEE (83912) (53,303) (22,369) 28496 96,841 36,872
As the trading and available-for-sale portfolios may be sold before maturity or ANMER S R AT ERBRAS TR E
deposits from customers may mature without being withdrawn, the contractual HA RN & 3R 17 5K AT AR TE B A A AR HR ER

maturity dates do not represent expected dates of future cash flows. AREHBWIFRRARR S RAVTE B H -
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43.FINANCIAL RISK MANAGEMENT (conTiNnueD) B 7 &L e & 32 ()

(d) Liquidity risk management (continued) (d) REVESEBEE (&)
The following tables provide an analysis of the undiscounted cashflow projection TRETRB®EHERAEBEREHINZ
of the financial liabilities of the Group at the end of the reporting period based on SRABENHEFHEEREESOXINERZ
the dates of their contractual payment obligations: HEADHT :
The Group £8

2013
Between Between

Caying ~ Grosscash  Repayable  Lessthan three months oneand  More than

amount outflow  ondemand threemonths andoneyear  fiveyears five years Undated
Bei 3R fEANE 1L EE

FaE 4% HIEES U B1E 55 SENL A
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
E¥EEL A¥EET  EMEET  BMARER  EWEER  BWEEn  EEEn  ENEER

Deposts and balances of banks and other financia FREbLRBENETR

inttutons g8 893 28961 3691 19,579 4618 1073 - -
Deposis from customers EFHR 534,971 539,180 163,387 w770 110,19 B8 - -
- Demand deposits and current accounts — R RARER 69,259 69,301 69,299 2 - - - -
- Savings deposit -RERH 92,93 9297 92,97 - - - - -
~Time, calland otice deposts ~EBRERER 31,776 376,942 1,151 21768 110,19 B/ - -
Trading liabiies RoREEE 1 1 - - - - - 1
Negative fair value of derivatves fETANAATER 4545 4545 - - - - - 4545
Certficates of depost issued BRI 42,929 8,906 - 16,732 19,24 183 07 -
Current taxation THHE 135 1353 - - 135 - - -
Debt securiie issued BEERES 478 4833 - 801 279 1303 - -
Loan capital fREER 13632 19374 - pyl| 797 12358 5,999 -
Interst rate swaps Gl 6,255 6,255 - 593 1279 3929 454 -
Other iablite £ 54,628 54,628 1226 19818 17,545 6,466 22 7352

Total % 691,975 703,046 168,304 299,513 157,141 56,699 8,881 11,908
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The Group 55

2012
Between Between

Camyjing  Grosscash  Repayable  Lessthan  three months oneand  More than

amount outflow  ondemand threemonths andoneyear  fiveyears  five years Undated
WA 3MEANE 18N E s
W TR FUAT S E5% SEMNE R
HK$ Mn HKS Mn HKS Mn HKS Mn

; 7 BMAET  AREER

Deposits and balances of banks and other finandial T REMABERNFR

institutions g 30,597 30,626 1,128 23540 5817 141 - -
Deposits from customers ZEER 498,770 504,752 157,739 230,245 101,448 15,320 - -
- Demand deposits and current accounts - R RAREP 68,950 69,620 69,620 - - - - -
- Savings deposit ~HEEH 86,549 86,550 86,550 - - - - -
~Time, call and notice deposits - EBRBRER 343271 348,58 1569 230,245 101,448 15,320 - -
Trading liabilties RHRBEE 2 2 = = = = = 2
Negative fair value of derivatives i TANALTEE 3,806 3806 - - - - - 3806
Certficates of deposit issued BRTENE 21310 21,8% = 6,741 15,196 5959 = =
Current taxation B 988 988 - - 988 - - -
Debt securfes issued BEORRES 8,657 8,966 - 3,184 435 1427 - -
Loan capital BEER 14,263 18,847 - 249 497 12,108 5,993 -
Interest rate swaps FlEESaH 6,605 6,605 - 540 1,036 4435 594 -
Other liabilities HipffE 46,003 46,003 1,090 17495 12,347 5150 2174 1,147

Total 85 637,080 648,510 159,957 281,994 141,684 44,540 8,761 11,574
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(d) Liquidity risk management (continued) (d) REVEERREE (&)
The Bank $RT

2013
Between Between

Caying ~ Grosscash  Repayable  Lessthan three months oneand  More than

amount outflow  ondemand threemonths andoneyear  fiveyears five years Undated
Bei 3R fEANE 1L G

FaE 4% HIEES U B1E B5% SENE A

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
E¥EEL A¥EET  EMEET  RMAER  EWEER  BWEEn  EREEn  ENEER

Deposts and balances of banks and other financia FREbLRBENETR

institutions 5 23,507 23,536 3,684 14,826 4,186 840 - -
Deposits from customers ZPRA 33114 323616 114,135 174,644 33959 878 - -
-~ Demand deposits and current accounts AR RERER 2,652 21,654 21,652 2 - - - -
- Savings deposit -BEE 91,791 91,791 91,791 - - - - -
~Time, calland notice deposts -EBRBNER 209671 20,171 692 174,62 33,059 878 - -
Trading lablties RFREE 1 1 - - - - - 1
Negative fair value of derivtives (TETAMBATER 2,766 2,766 - - - - - 2,766
Certificates of deposit issued REG e 45,129 46,106 - 16,732 19,24 JALE] 2407 -
Current taration KEE 1097 1,097 - - 1,097 - - -
Debt securiies issued BEIERES 3,448 3490 - 801 2,689 - - -
Loan capital H 18,110 2385 - 00 197 12,358 10477 -
Interet rate Swaps ES 6,163 6,163 - 509 121 3928 454 -
Other ligblities Afpaf 10,034 10,055 66 1,935 by 5 - 7,802

Total #E 433379 440,69 117,885 209,667 63471 25,752 13338 10579
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The Bank

Grosscash — Repayable

on demand

Carrying

amount outflow
W
HK$ Mn

HEES
HKS Mn

g —

AEEET

Deposits and balances of banks and other finandial T REMABERNFR

Less than
three months
3(EA
FUAT

HKS Mn

e —

AEEET

BRIERE (&)

2012
Between
three months

Between
oneand  More than
Undated
BT
RS
HKS Mn

BYBET

and one year
AN
s

HKS Mn

EYBEL

five years
155k
E5E
HKS Mn
BERET

five years

SEN E
HK$ Mn
REBET

institutions g 10,607 10,629 1123 5910 359 - - -
Deposits from customers ZEER 306,653 307,147 107,183 164,283 35,102 579 - -

- Demand deposits and current accounts - R RAREP 21,690 21,69 21,69 - - - - -

- Savings deposit ~HERR 85,279 8,279 8,279 - - - - -

~Time, call and notice deposits - THRENE 199,684 200,176 m 164,283 35,102 579 - -
Trading liabltes REFRAE 2 ] - - - - - 2
Negative fair value of derivatives TETAMEATER 3,059 3,059 - - - - - 3,059
Certificates of deposit ssued BRTENE 29570 30,096 - 6,741 15,19 5959 2,200 -
Current taxation B 872 872 - - 872 - - -
Debt securfes issued BEORRES 1,200 1,20 - 675 429 116 - -
Loan capital BEER 18,673 25563 - 249 826 13,426 11,062 =
Interest rate swaps FlEESaH 6,466 6,466 - 41 1,026 4435 594 -
Other liabilities HipffE 10,738 10,858 8 1,768 219 103 - 8,760
Total 85 387,859 395,931 108,314 180,037 57,266 24618 13,856 11,840

(e) Interest rate risk management (e) FIZEEEIRE

The Asset and Liability Management Committee is delegated by the Board to
oversee the Group's interest rate risk management, set the strategy and policy
for managing interest rate risk and the means for ensuring that such strategies
and policies are implemented. Interest rate risk is managed daily by the Treasury
Markets Division within the limits approved by the Board or the Asset and Liability
Management Committee. The Asset and Liability Management Department under
the Risk Management Division of the Group is responsible for monitoring the
activities relating to interest rate risk. The Internal Audit Department performs
periodic reviews to make sure that the interest rate risk management functions are
implemented effectively.

The Group manages the interest rate risk on the banking book primarily by
focusing on repricing mismatches. Gap analysis provides a static view of the
maturity and repricing characteristics of the Group’s balance sheet positions.
Repricing gap limits are set to control the Group's interest rate risk.

EEABERZESREEERE AR
BEAEENFRRRER - WHIFTEEMNE
TR B B SRS B TR 2R DA e HE CRSEN 1T 75 A S S £
BRI - FIXERMESTERIZES
BHEERBEEZ S e MRMNREBEE
THEERE AKERREREE THEE
BEEER ARESEFNXEREBAE
B o AP ERELRE - BENERR
BRI ETIAB T ©

BETT

AEEERRITREMAMNERBRNEETER
SPNETEERNER - ZESMAEAE
ERFEAERBREERBENIHBERRE
EREE - ATRABFIRERZHREUNE
A RO ) R R o
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(e) Interest rate risk management (continued)

Sensitivity analysis in relation to the impact of changes in interest rates on earnings
and economic value is assessed through a hypothetical interest rate shock of
200 basis points across the yield curve on both sides of the balance sheet and
is performed on a monthly basis. Sensitivity limits are set to control the Group's
interest rate risk exposure under both earnings and economic value perspectives.
The results are reported to the Asset and Liability Management Committee on a
regular basis.

Sensitivity analysis on interest rate risk

The Group uses sensitivity analysis to measure the potential effect of changes in
interest rates on our net interest income and economic value change based on
methodology consistent with regulatory reporting.

HKD& T
HK$ Mn
BEEET
Impact on earnings over the next  fi5% 13820018
12 months if interest rates rise by~ ELEE% KK 12
200 basis points BANEFZE 289 (76)
Impact on economic value if friF2% 282001
interest rates rise by ARHILEER
200 basis points 0k (117) 122

(e) FIREMBERE ()

RMBAKH

HKS Mn
BEEER

706

622

BRATIREEH BB EEYENGUR
EDhEREARREEABNKREH
AR HIR200EER N F R BEREHE - NEE
RAHEERAE - AR AREE BT R AE
EEEMDENTERERAE - BHERTE
HREEEEEREZEQER -

FEERGURE DT
RIBEBIEEE B E IR — TR - AEER
RBREEDTREBEN EEBEFF WA
REBEBESBHARELNTZE -

2012

NESH

HK$ Mn
EEBET

RMBAR
HK$ Mn
BERET

HKDE T
HK$ Mn
AEEET

235 (74) 475

(126) 8 58

This sensitivity analysis, which is based on a static interest rate risk profile of assets
and liabilities, is used for risk management purposes only. The analysis is based on
the following assumptions:

(i) there is a parallel shift in the yield curve and in interest rates;

(i) there are no other changes to the portfolio;

(i) no loan prepayment is assumed as the majority of loans is on a floating rate
basis; and

(iv) deposits without fixed maturity dates are assumed to be repriced on the next
day.

Actual changes in the Group’s net interest income and the economic value
resulting from the increases in interest rates may differ from the results of this
sensitivity analysis.
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TRETNHREPHERATEEERAEN
HRTNRFIRER] A (REHAREREE)

The following table indicates the expected next repricing dates (or maturity dates
whichever are earlier) for the interest bearing assets and liabilities at the end of the

reporting period:

The Group =5
2013
Over Over
3 months 3 months to 1 year to Over Non-interest
or less 1year 5 years 5 years bearing
3f@A 3fEA 10 L
FUT AEZ1F Z5F SEU0LE Fi3i-)
HK$ Mn HK$ Mn HKS$ Mn HKS$ Mn HKS$ Mn
BEEET  BY¥EER BEEER BERER BERER
Assets BE
Cash and balances with banks and 34 R FESF/TAEA
other financial institutions TRKENET 62,507 29 8 - 6,233 68,777
Placements with banks and other ~ 7E3R1T % E-fth & R
financial institutions BOER 55,001 2,371 - - - 57,372
Trade bills EVESE 26,970 32,907 - - 55 59,932
Trading assets REHREEE 2,524 948 379 51 1,429 5,331
Financial assets designated BEABRBENR
at fair value through BRATEERNSE
profit or loss BE 310 3,979 5,010 1,952 355 11,606
Positive fair value of derivatives PTETAMEAT
(EfE - - - - 3,625 3,625
Advances to customers and other ~ BEEFE A
accounts BRI 335,596 57,734 11,391 649 42,885 448,255
Available-for-sale financial assets AL ESRIEE 32,485 9,772 20,572 5,849 2,911 71,589
Held-to-maturity investments REIHEE 1,961 546 2,495 46 - 5,048
Non-interest bearing assets FERBE - - - - 22,419 22,419
Total assets AEBE 517,354 108,286 39,855 8,547 79,912 753,954
Liabilities 8
Deposits and balances of banksand #3174 Bl
other financial institutions P s 25,893 1,680 298 - 1,052 28,923
Deposits from customers REER 392,041 107,156 18,872 - 16,902 534,971
Trading liabilities CHBREE - - - - 1 1
Negative fair value of FTHETAMBAY
derivatives BE - - - - 4,545 4,545
Certificates of deposit issued BRIEHRE 23,443 14,373 5,113 - - 42,929
Debt securities issued EETEBES 1,296 2,152 1,280 - - 4,728
Loan capital BEAR - - 8,817 4,815 - 13,632
Non-interest bearing liabilities FERAE - - - - 55,981 55,981
Total liabilities BReE 442,673 125,361 34,380 4,815 78,491 685,720
Interest rate sensitivity gap FEGREZE 74,681 (17,075) 5,475 3,732
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43.FINANCIAL RISK MANAGEMENT (conTiNnueD) B 7 &L & 32 (a)

(e) Interest rate risk management (continued) (e) FIEREREIE(E)
The Group 3]
2012
Over Over
3months 3 months to 1 year to Over  Non-interest
or less 1 year 5 years 5 years bearing
31@R 31@R (3
FAT PAE =145 E5F SEMUE FEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
A¥BEr A%aEn A¥eEx  E¥EEnT A%AEs
Assets EE
Cash and balances with banksand 14 RAESR{TAIE {
other financial institutions SRBENER 80,508 91 8 - 4,905 85,512
Placements with banks and other  ZE8R{7 R E {1 & Bl
financial institutions BRER 31,486 19,132 - - - 50,618
Trade bills BHRE 36,317 19,416 - - 7 55,740
Trading assets ROBBAE 610 1,327 1,017 93 1,166 4213
Financial assets designated at BEABBEREUR
fair value through BRATEENSE
profit or loss A 554 1,291 10,535 2,371 418 15,169
Positive fair value of derivatives TETEMIEAT
BE = = - - 3,125 3,125
Advances to customers and other BT EM,
accounts BRI5 291,083 42,152 15,886 1,667 36,485 387,273
Available-for-sale financial assets At ESREE 30,052 5,236 22,268 4,773 2,402 64,731
Held-to-maturity investments BEIERE 1,524 985 1,765 46 = 4,320
Non-interest bearing assets FESBE - - - - 21,413 21,413
Total assets BEHE 472,134 89,630 51,479 8,950 69,921 692,114
Liabilities af8
Deposits and balances of banks and  $§77 & H 4t & ReikiE
other financial institutions HER R 28,585 360 - - 1,652 30,597
Deposits from customers BFEGEH 373,704 98,532 10,409 - 16,125 498,770
Trading liabilities RoARaE - - - - 21 21
Negative fair value of PTETAMBAT
derivatives EE - - - - 3,806 3,806
Certificates of deposit issued BEIERE 6,818 14,760 5,792 - - 27,370
Debt securities issued BETERES 3,146 4,152 1,359 - - 8,657
Loan capital HEEAR - - 9,125 5,138 - 14,263
Non-interest bearing liabilities FERBE - - - - 46,991 46,991
Total liabilities afalsE 412,253 117,804 26,685 5,138 68,595 630,475

Interest rate sensitivity gap FIRGRE 25 59,881 (28,174) 24,794 3,812
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The Bank $B4T
2013
Over Over
3 months 3 months to 1 year to Non-interest
or less 1year 5 years bearing
3f@A 3fEA 150 E
FUT Bt Z1E Z5F FEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BERET B¥EER  B%BEER BERER
Assets BE
Cash and balances with banks and 34 R FESR/TAIEA
other financial institutions TRBENET 17,219 - - - 4,993 22,212
Placements with banks and other  ZE3R1T % - fth & R
financial institutions BOER 12,738 661 - - - 13,399
Trade bills E555 21,557 31,128 - - 54 52,739
Trading assets REHREEE 26 291 128 51 1,429 1,925
Financial assets designated BEABRBENR
at fair value through BRATEERNSE
profit or loss A 310 3,980 5,010 1,899 - 11,199
Positive fair value of derivatives PTETAMEAT
(EfE - - - - 1,729 1,729
Advances to customers and other ~ BE K E A
accounts BRI 240,187 11,647 7,166 79 7,846 266,925
Available-for-sale financial assets A/t HESREE 24,270 6,245 13,028 2,272 1,515 47,330
Held-to-maturity investments REIHEE 1,890 412 1,630 8 - 3,940
Non-interest bearing assets FERBE - - - - 51,069 51,069
Total assets AEBE 318,197 54,364 26,962 4,309 68,635 472,467
Liabilities af
Deposits and balances of banks and  $317 Rk L 4 Bl
other financial institutions P 20,710 1,680 65 - 1,052 23,507
Deposits from customers REER 273,405 33,445 872 - 15,392 323,114
Trading liabilities CHBREE - - - - 1 1
Negative fair value of FTHETAMBAY
derivatives BE - - - - 2,766 2,766
Certificates of deposit issued BRIEHRE 23,443 14,373 5113 2,200 - 45,129
Debt securities issued BETEBES 1,296 2,152 - - - 3,448
Loan capital BEER - - 8,817 9,293 - 18,110
Non-interest bearing liabilities FEEAE - - - - 11,131 11,131
Total liabilities BEeE 318,854 51,650 14,867 11,493 30,352 421,216
Interest rate sensitivity gap FIRGRE =5 (657) 2,714 12,095 (7,184)
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43.FINANCIAL RISK MANAGEMENT (conTiNnueD) B 7 &L & 32 (a)

(e) Interest rate risk management (continued) (e) FIEREEEE (&)
The Bank $R1T
2012
Over Over
3months 3 months to 1 year to Over  Non-interest
or less 1 year 5 years 5 years bearing
31@R 31@R (3
FAT PAE =145 E5F SEMUE FEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
A¥BEr A%aEn A¥eEx  E¥EEnT A%AEs
Assets EE
Cash and balances with banksand 14 RAESR{TAIE {
other financial institutions SRBENER 16,188 - - - 3,568 19,756
Placements with banks and other  ZE8R{7 R E {1 & Bl
financial institutions BRER 16,753 2,582 - - - 19,335
Trade bills EUES 25,953 21,971 - - 7 47,931
Trading assets ROBBAE 51 73 417 19 1,166 1,726
Financial assets designated BEABBEREUR
at fair value through BRATEENSE
profit or loss A 554 1,291 10,535 2,371 119 14,870
Positive fair value of derivatives TETEMIEAT
BfE = = - - 2,267 2,267
Advances to customers and other BT EM,
accounts BRI5 197,604 9,524 12,883 1,294 6,921 228,226
Available-for-sale financial assets At ESREE 28,335 3,002 10,877 1,594 1,208 45,016
Held-to-maturity investments BEIERE 1,450 747 1,022 = = 3,219
Non-interest bearing assets FESBE - - - - 40,515 40,515
Total assets BAERE 286,388 39,190 35,734 5,278 55,771 422,861
Liabilities af8
Deposits and balances of banks and  $§77 & H 4t & FbikiE
other financial institutions HER R 8,595 360 - - 1,652 10,607
Deposits from customers RPN 255,714 35,222 476 - 15,241 306,653
Trading liabilities RoAEaE - - - - 21 21
Negative fair value of PTETAMBAT
derivatives EE - - - - 3,059 3,059
Certificates of deposit issued BEIERE 6,818 14,760 5,792 2,200 - 29,570
Debt securities issued BETERES 661 423 116 - - 1,200
Loan capital HEEAR - - 9,125 9,548 - 18,673
Non-interest bearing liabilities FERBE - - - - 11,610 11,610
Total liabilities afalsE 271,788 50,765 15,509 11,748 31,583 381,393

Interest rate sensitivity gap FIRGREZEE 15,100 (11,575) 20,225 (6,470)
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The following table summarises the range of effective average interest rates for the
year ended 31st December for monetary financial instruments:

BRIERE (&)

TREBEREE12A3N B LFEREE SR
THRZBRAEEHE :

The Group 58

2013

%

Assets BE
Cash and short-term funds and B¢ RERITAEAD S B

placements with banks and other  HH)&ETF + RAERITRE

financial institutions S BB RTER 0-6.31
Trade bills, advances to customers  BZZ » REZFH N

and advances to banks and other #8717 RE M4 BiHEE

financial institutions 0EEN 0.01-50.48
Securities (Note) BHEHE) 0.01-9.44
Liabilities =i
Deposits and balances of banks and 517 &% E-Af & EhiIE R

other financial institutions Tkt 0.01-5.58
Deposits from customers BEEX 0-5.75
Certificates of deposit issued and B 2(7FHE

loan capital EEEAR 0.15-8.5
Note:  Securities include certificates of deposit held, trading assets, financial assets

designated at fair value through profit or loss, securities measured as loans and
receivables, available-for-sale financial assets and held-to-maturity investments.

Strategic risk management

The objective of strategic risk management is to monitor the risk to earnings or
capital arising from bad business decisions or from an improper implementation of
good business decisions.

The Asset and Liability Management Committee is responsible for ongoing
strategic risk management. The Risk Management Division monitors the activities
under the Group's prevailing interest earning asset mix and funding strategies and
regularly reports the status to the Asset and Liability Management Committee, Risk
Management Committee, RIC and the Board, where appropriate.

0-5.92

0.44-50.14
0.06-7.25

0.03-5.26
0-7.18

0.5-8.54

BfaE

The Bank $17
2013
%

0-4.4 0-5.08
0.01-17.12 0.44-17.36
0.01-7.07 0.06-6.79
0.01-4.4 0.03-4.44
0-5.75 0-6.25
0.15-8.5 0.5-8.54
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43.FINANCIAL RISK MANAGEMENT (conTINUED) B/ 7% /& Féx B 228 ()

(0) EEEBMEERMREE

(g9) Legal risk and reputation risk management

Legal risk is the risk arising from the potential that unenforceable contracts,
lawsuits or adverse judgements may disrupt or otherwise negatively affect the
operations or financial condition of the Group.

Reputation risk is the risk that the Group’s reputation is damaged by one or
more than one event that results in negative publicity about the Group's business
practices, conduct or financial condition. Such negative publicity, whether true or
not, may impair public confidence in the Group, result in costly litigation, or lead
to a decline in the Group’s customer base, business or revenue.

The objective of managing the aforesaid risks is to identify, assess, monitor and
report on these risks, and to comply with the relevant regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing risk
management of legal risk and reputation risk of the Group.

(h) Capital management

The HKMA sets and monitors capital requirements for the Group as a whole.
In implementing current capital requirements the HKMA requires the Group to
maintain a prescribed ratio of total capital to total risk-weighted assets. The Group
calculates requirements for market risk in its trading portfolios based upon the
Group's VaR models and uses its internal gradings as the basis for risk weightings
for credit risk. Banking operations are categorised as either trading book or
banking book, and risk-weighted assets are determined according to specified
requirements that seek to reflect the varying levels of risk attached to assets and
off-balance sheet exposures.

In addition to meeting the regulatory requirements, the Group’s primary objectives
when managing capital are to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for shareholders and benefits
for other stakeholders, by pricing products and services commensurately with the
level of risk and by securing access to finance at a reasonable cost.

Capital managed by the Group to achieve these objectives includes ordinary
share capital, share premium, retained profits, other reserves, and non-controlling
interests after deductions for goodwill and intangible assets. It also includes
subordinated liabilities and collectively assessed impairment allowances.

The HKMA supervises the Group on a consolidated basis, which sets capital
requirements and receives information of capital adequacy on a regular basis for
the Group as a whole. Individual branches are directly regulated by respective
domestic banking supervisors, who set and monitor their capital adequacy
requirements. In certain jurisdictions, non-banking financial subsidiaries are
also subject to the supervision and capital requirements of domestic regulatory
authorities.
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The Group actively and regularly reviews and manages its capital structure to
maintain a balance between the higher shareholder returns that might otherwise
be possible with greater gearing and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital structure in light of
changes in economic conditions.

The process of allocating capital to specific operations and activities is undertaken
by the Asset and Liability Management Committee and is reviewed regularly by the
RIC and the Board.

Consistent with industry practice, the Group monitors its capital structure on the
basis of the capital adequacy ratios and there have been no material changes in
the Group’s policy on the management of capital during the year, except for a
change in the calculation methodology in the capital adequacy ratios.

The capital adequacy ratios as at 31st December, 2013 and 31st December, 2012
are computed on the consolidated basis of the Bank and certain of its subsidiaries
as specified by the HKMA for its regulatory purposes, and are in accordance with
the Capital Rules of the Banking Ordinance which became effective on 1st January,
2007.

The Group and its individually regulated operations have complied with all
externally imposed capital requirements throughout the year ended 31st
December, 2013 and 31st December, 2012 and the Group are well above the
minimum required ratio set by the HKMA.
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44.FAIR VALUES OF FINANCIAL INSTRUMENTS €T EMAFEE

(a) Financial instruments carried at fair value (@) AP EEIENSRITE

Fair value estimates are generally subjective in nature, and are made as of a specific
point in time based on the characteristics of the financial instruments and relevant
market information. The Group measures fair values using the following hierarchy
of methods:

Level 1 — Quoted market price in an active market for an identical instrument.

Level 2 — Valuation techniques based on observable input. This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for similar instruments in markets that are considered
less than active; or other valuation techniques where all significant inputs are
directly or indirectly observable from market data.

Level 3 — Valuation techniques using significant unobservable inputs. This category
includes all instruments where the valuation technique includes inputs not based
on observable data and the unobservable inputs could have a significant effect
on the instrument’s valuation. This category includes instruments that are valued
based on quoted prices for similar instruments where significant unobservable
adjustments or assumptions are required to reflect differences between the
instruments.

Fair values of financial assets and financial liabilities that are traded in active
markets are based on quoted market prices or counterparty quotations. For all
other financial instruments the Group determines fair values using valuation
techniques. Valuation techniques include net present value and discounted
cash flow models and various market widely recognised option pricing models.
Assumptions and inputs used in valuation techniques include risk-free and
benchmark interest rates, equity prices, foreign currency exchange rates, index
prices, historical or implied volatilities and correlations. The objective of valuation
techniques is to arrive at a fair value determination that reflects the price of the
financial instrument at the reporting date, that would have been determined by
market participants acting at arm'’s length.

AFEEGBTRZRESH T AN LM
MHERNE—RERREEN - Bit—K&=
T o REBLTIIND BT EFERF
BiE:

FE—R-—2ER-TAEERMSNEHT
IBRME -

E_R-RBEUEENDHEIAHEERERX - B
LEARBEENTR - BEATAR 385
TEEERTSESHTSRE 5T
BHEIFERTISIISNTSRE - REAMG
BEERX  MREHEEXFAN2E - RE
B A TS BRI HORUR

F=R-RESEEFATRESIN2HL
HEER - REASIGENTA  EEER
XABAZ2ERIFATBENEE - ZE
FABRRNBIBAINHAEELEEATE
RUEFREENTA - BEFEERTSR
BHEEEMITANTISIRE  EEHFEE
HIEATBRRZ BAEXRR - ARBRTR @
TEZRENZER °

RNERTSEENSHEERSREE =
RETSREXZZE FRENEEERF
EBE mMEYNAEEME/MTA  AKER
MABERRNAEE R FEE - HEEXES
BEREMRERENRER - UREAMT
BEZEANERGEERR - BREEES
ZBRRZ2HBEERRAE  EER X .
IREERE - SMNESLIRE - IEEER  BEK
TRER IR R ARERRR R - RABERANE D
EEEHATEE  EAERRARRRS
BMTANER MZERITHRE/ERER
FRHTHEMHBALRENER -



REMWITEMRAT | 2013 F 3, | 251

NOTES ON THE ACCOUNTS (CONTINUED)

The Group uses widely recognised valuation models for determining the fair value
of common and simpler financial instruments, like interest rate and currency swaps
that use only observable market data and require little management judgement
and estimation. Observable prices and model inputs are usually available in the
market for listed debt and equity securities, exchange traded derivatives and
simple over-the-counter (OTC) derivatives like interest rate swaps. Availability of
observable market prices and model inputs reduces the need for management
judgement and estimation and also reduces the uncertainty associated with
determination of fair values. Availability of observable market prices and inputs
varies depending on the products and markets and is prone to changes based on
specific events and general conditions in the financial markets.

For more complex instruments, the Group uses valuation models, which usually
are developed from recognised valuation methodologies. Some or all of the
significant inputs into these models may not be observable in the market, and
are derived from market prices or rates or are estimated based on assumptions.
Valuation models that employ significant unobservable inputs require a higher
degree of management judgement and estimation in determination of fair value.
Management judgement and estimation are usually required for selection of the
appropriate valuation model to be used, determination of expected future cash
flows on the financial instrument being valued, determination of probability of
counterparty default and prepayments and selection of appropriate discount rates.

The Group has an established control framework with respect to the measurement
of fair values. This framework includes a valuation control function, namely
Financial Instruments Valuation Group (“FIVG") which comprises control units
independent of front office management. Procedures for price verification have
been established. Any pricing models to be used would be subject to a rigorous
validation and approval process.
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44.FAIR VALUES OF FINANCIAL INSTRUMENTS (conminuep) & &l T B A FEE @

(a) Financial instruments carried at fair value (continued) (a) UDATFEETIRNESHIT A (H)
The table below analyses financial instruments carried at fair value, by valuation TRERBHENE  SMeMIAZAT
method: fBfE :

2013
The Group &8 The Bank 1T
Level One  LevelTwo  Level Three Total  LlevelOne  Level Two Level Three

£-0 24 =8 ag £-0 24 F=
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AMEBT BYEEn AMEER AWEEn BY¥EEn AMEER  BMEER

Recurring fair value measurement ERRENATEEER
Assets -1
Trading assets RORBEE 5,161 170 - 5,331 1,755 170 - 1,925
Financial assets designated at fair value through 385 BB EIERI R

profit or loss NIEENSREE 1,761 3,845 - 11,606 7407 3,792 - 11,199
Positive far value of dervatives fAETAMELTERE - 3,040 585 3,625 - 13718 31 1,729
Avaiable-for-sale financial assets THEESHEE 55,638 14,941 1,010 71,589 33,014 13,345 97 47,330

68,560 21,996 1,595 92,151 42,176 18,685 1322 62,183

Liabilities 8
Trading liabiltes RGREEE 11 - - 11 1 - - 11
Negative fair value of derivatives TETEAMAATER - 3,980 565 4,545 - 2214 552 2,766
Financial liabiites designated at fair value through %5 BB IR R

profit or loss ATEBRSRAR - 8,659 - 8,659 4478 8,659 - 13,137

" 12,639 565 13,215 4,489 10,873 552 15914
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The Group £8 The Bank £17
levelOne  LevelTwo  Level Threy Total  LevelOne  LevelTwo  Level Three
g , g b
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
RS A¥AEn A¥EEn A¥EEn  B¥Esn  AYEEn  AYEER
Recurring fair value measurement EERENOVEEEE
Assets &g
Trading assets RERREE 4,009 04 = 4213 152 204 - 1726
Financial assets designated at fair value through KR ARAER
profitor loss NREATERNEREE 10,416 4753 - 15,169 10,122 4788 - 14,870
Positive fair value of derivatives P TAMEATER - 257 554 3125 - 1873 3% 267
Avallable-for-sale financial assets MEHESREE 51,988 11,978 765 64,731 34135 10,184 697 45016
66,413 19,506 1319 87,238 45779 17,009 1,091 63879
Liabilities g
Trading liabiltes RHREER 2 - - 21 2 - - 2
Negative fair value of derivatives fiETANAATER - 3244 562 3,806 - 2,564 495 3059
Financial liabiltes designated at fair value through %% ARBEENRHATER
profitor loss HeRak - 6,793 - 6,793 4410 6,793 - 11,203
21 10,037 562 10,620 4431 9,357 495 14,283

During the year there were no significant transfers of financial instruments
between Level 1 and Level 2 of the fair value hierarchy. The Group’s policy is to
recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

Information about significant unobservable inputs in Level 3 valuations

Valuation technique

FR - REF-BRE_BORTEEER
FEEZESBRTA  MEZMILBEE RS
% o REBEMBORZ R BERNERPHRR
FEED R EEENER

BHE=REENEZIFUBESHER

Significant unobservable input(s)

fhEHER
Unlisted available-for-sale equity instruments Discounted cash flow model
FELEmAftHERMTIA Remiringst
Structured derivatives 4 EATA T & Option model #A#EE

The fair value of unlisted available-for-sale equity instruments is determined using
the discounted cash flow model and the significant unobservable inputs used in
the fair value measurement are forecasted cash flows and terminal growth rate.
The fair value measurement is positively correlated to the net cash inflows and
terminal growth rate.

BE

FABRSY

Forecasted cash flows and terminal growth rate

iy
Expe

REmREmERE
cted volatility Bt I8

FETAMEHERN TANATFEERRE
RERFHNER - MARGFERFEEZE
REFAHFE2HREA R SR ELMER
R EAFEERFRERRLMERE
=8 EEAIAE B RERE -
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(a) LAFEBSIBRNESHTA @)
FEAEBMEITETARZ RABEN R FEE
ERBHEGERRX - MANKGELFEE
ZBREFAIBR2BEAINE - TR/
AFEE SRR RS EEAEE R -

(a) Financial instruments carried at fair value (continued)
The fair value of embedded options in structured derivatives is determined using
option valuation model and the significant unobservable input used in the fair
value measurement is the expected volatility. The fair value of the instrument is
positively correlated to the expected volatility.

EFE=RzemTAGERRIA LM E
FfEE A R SR T AGEFEN TS
iR -

Valuation of financial instruments in Level 3 is subject to the same valuation control
framework as described above and reviewed regularly by FIVG.

(1) EREZMIFAEEZ2H80ERT
Afh{E

(1) Valuation of financial instruments with significant unobservable inputs

EIRY B AEEMIFABE2HNT

Movements in the recognised fair values of instruments with significant

unobservable inputs were as follows:

B EAFEEZZFHNT

The Group £
Positive fair
value of  Available-for-sale
derivatives financial assets
FTETAM
EATEE THEEEHEE
HK$ Mn HK$ Mn
BEABR BEEET
Assets &
At st January, 2013 R2013%E1518 554 765 1319
Purchases BA - 193 193
Settlements HE (19) (54) (250)
Changes in fair value recognised in the AFEEZYERN
income statement WEHER 227 (68) 159
Changes in fair value recognised in the other AT EEEHEIN L
comprehensive income 2EKE - 174 174
At 31st December, 2013 #®2013F12A31H 585 1,010 1,595
Total gains or losses for the year included in RBERERABEZEE
available-for-sale fair value reserve of the other mEst AFEAEMEEKE
comprehensive income for assets held at the end ZARHEATEEREL
of the reporting period e k] - 174 174
Total gains or losses for the year included in the RREHERBBEZEE
income statement for assets held at the end of the MEFAFEAKRERZ
reporting period recorded in net trading income LHWNEFR 227 (68) 159
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AR 18 P 5 (48

)

The Bank 81T
Positive fair
value of Available-for-sale
derivatives financial assets
FTETAN
EATEE THUESHEE
HK$ Mn HK$ Mn
BEBET BEAER
Assets &E
At 1st January, 2013 R2013F1A1R 394 697 1,091
Purchases BA - 192 192
Settlements Feic | (68) (54) (122)
Changes in fair value recognised in the AFEEZHEIN
income statement Wk 25 (68) (43)
Changes in fair value recognised in the other AT EES AN
comprehensive income 2EWER - 204 204
At 315t Decernber, 2013 32013125318 351 971 1322
Total gains or losses for the year included in RRERERBIAZEE
available-for-sale fair value reserve of the other MEGAFEALb2ENE
comprehensive income for assets held at theend of ~ Z At HERTEERKEZ
the reporting period Was B eE - 204 204
Total gains or losses for the year included in the income AR AR BB 2 BE
statement for assets held at the end of the reporting B AFEARERZ
period recorded in net trading income RHWAFE 25 (68) (43)




256 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
BRTE B E (78
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(@) AR FEEFIRNERTA @
(1) EREEMFABEZ2EMERT

(a) Financial instruments carried at fair value (continued)
(1) Valuation of financial instruments with significant unobservable inputs

(continued)

AfEE)

The Group & Bl
Positive fair
valueof  Available-for-sale
derivatives financial assets
TETEM
FATEE AHHEeREE
HK$ Mn HK$ Mn
BEREL BEEET
Assets &E
At 1st January, 2012 R2012%F1R18 351 676 1,027
Purchases BA - 136 136
Settlements b (87) (76) (163)
Changes in fair value recognised in the AT EEZERR
income statement PR 290 (62) 228
Changes in fair value recognised in the other ATEBEZPERNEM
comprehensive income EG - 89 89
Exchange adjustments HEH A% = 2 2
At 31st December, 2012 R2012%12831H 554 765 1,319
Total gains or losses for the year included in RRERERARAZAE
available-for-sale fair value reserve of the other MEFAFEAE MR AR
comprehensive income for assets held at the end of ~ AJEHHEAFEERKEZ
the reporting period Was s 1EEE = 89 89
Total gains or losses for the year included in the income  AREHERBFEZEE
statement for assets held at the end of the reporting MEFAFERKZRZ
period recorded in net trading income RSN FE 290 (62) 228
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The Bank 8§17
Positive fair
valueof  Available-for-sale
derivatives financial assets
PTET A
FATEE AHEESHEE
HK$ Mn HK$ Mn
BEEET BEEET
Assets &E
At 1st January, 2012 R2012&1 818 138 568 706
Purchases BA = 136 136
Settlements #E (14) (34) (48)
Changes in fair value recognised in the AFEEZHEIN
income statement Wk 270 (62) 208
Changes in fair value recognised in the other AT EES AN
comprehensive income 2EKE - 89 89
At 31st December, 2012 R2012%12A318 394 697 1,091
Total gains or losses for the year included in RRERERBIAZEE
available-for-sale fair value reserve of the other ME s AFEALM 2 EE 2
comprehensive income for assets held at theendof ~ ATEtHEATBERHKE
the reporting period WaEsERe s = 89 89
Total gains or losses for the year included in the income ~ MR&HERBIEE 2 EE
statement for assets held at the end of the reporting MEGFAFEARRERZ
period recorded in net trading income RHWNEFE 270 (62) 208
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44.FAIR VALUES OF FINANCIAL INSTRUMENTS (conminuep) & &l T B A FEE @

(a) Financial instruments carried at fair value (continued)
(1) Valuation of financial instruments with significant unobservable inputs

(continued) AfkEE)

The Group 5B
Negative fair value

of derivatives

(@) AR FEEFIRNERTA @
(1) EREZMIABEZ2BNERT

The Bank $R17
Negative fair value
of derivatives

FTETI AW FTETAW
BATVEE SRV EE
HK$ Mn HK$ Mn
BEEER BEEER
Liabilities afE
At 1st January, 2013 M2013F1 /18 562 495
Settlements #E (219) (219)
Changes in fair value recognised in the N EEZBHERR
income statement Wznsk 222 276
At 31st December, 2013 R2013612A31H 565 552
Total gains or losses for the year included in the
income statement for liabilities held at the K& g RAFE 2 8E
end of the reporting period recorded in MBI AFEANRERZ
net trading income RHWAFEE 222 276

The Group &El
Negative fair value

of derivatives

The Bank 817
Negative fair value
of derivatives

PTAET AR PTHET A
BATEE BRTEE
HK$ Mn HK$ Mn
AEEET HBEEET
Liabilities a&
At 1st January, 2012 M2012%1 818 333 320
Settlements & (87) (75)
Changes in fair value recognised in the NTBEZSHERR
income statement Wask 316 250
At 31st December, 2012 2012912 A31H 562 495
Total gains or losses for the year included in the
income statement for liabilities held at the RREHERBHEZAE
end of the reporting period recorded in MEFAFEARER 2
net trading income RHWANFEE 316 250
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(2) Effects of changes in significant unobservable assumptions to reasonably (2 REEMFABRELREEZHESE
possible alternative assumptions AT SEREMEENTE
2013
Effect recorded in profit or loss Effect recorded directly in equity
HETBRER v ¥E EECRRRFAER 28
Favourable (Unfavourable) Favourable (Unfavourable)
Al () Bl (A%
HKS Mn B EET HKS Mn BSEET HKS Mn BSEET HKS Mn BSEET

Positive fair value of derivatives TETAMEATER 49 (49) - -
Available-for-sale financial assets AEHESHEE - - 84 (84)

49 (49) 84 (84)
Negative fair value of derivatives TAETANBATER 47 (47) - -

Effect recorded in profit or loss Effect recorded directly in equity
R RNl BEETHRRREER LR

Favourable (Unfavourable) Favourable (Unfavourable)

Bl (H)) B (7))

HKS Mn BB EET HKS Mn BB EET HKSMn BB EET HKS Mn % ESET

Positive fair value of derivatives FTETAMNIEATER 46 (46) - -

Available-for-sale financial assets AEHESRHEE - - 64 (64)
46 (46) 64 (64)

Negative fair value of derivatives PTAETANBATFERE 47 (47) = =
The fair values of financial instruments are in certain circumstances, measured EETBERAT  AESRITANATEEMR
using valuation models that incorporate assumptions that are not supported FERANBEERER - H2FNRRLIFKEE
by prices from observable current market transactions in the same instrument HRETANE R ATBRTISERHER - IRk
and are not based on observable market data. The table above shows the EREMABROTISE®E - ERETHA
sensitivity of fair values due to parallel movement of plus or minus 10 per cent FEEZGKE  BREAEREA{TZS
in reasonably possible alternative assumptions. BREFMEENLE - B10%HEBENILITE

) o
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44.FAIR VALUES OF FINANCIAL INSTRUMENTS (conTinuep) @t T AN AFEE @

(b) Fair values of financial instruments carried at other than fair value

The following methods and significant assumptions have been applied in

determining the fair values of financial instruments presented below:

(0]

(ii)

(iii

(iv

(vi

=

=

=

The fair value of demand deposits and savings accounts with no specific
maturity is assumed to be the amount payable on demand at the end of the
reporting period.

The fair value of variable rate financial instruments is assumed to be
approximated by their carrying amounts and, in the case of loans and
unquoted debt securities, does not, therefore, reflect changes in their credit
quality, as the impact of credit risk is recognised separately by deducting the
amount of the impairment allowances from both the carrying amount and fair
value.

The fair value of fixed rate loans and mortgages carried at amortised cost is
estimated by comparing market interest rates when the loans were granted with
current market rates offered on similar loans. Changes in the credit quality of
loans within the portfolio are not taken into account in determining gross fair
values, as the impact of credit risk is recognised separately by deducting the
amount of the impairment loss and allowances from both the carrying amount
and fair value.

The fair value of unquoted equity investments is estimated, if possible, using
the applicable dividend discount model, or share of net asset value in the
investment, or applying a discount to the market value of investments with a
lock-up period.

The fair value of unlisted open-ended investment funds is estimated using the
net asset value per share as reported by the managers of such funds.

The fair value of financial guarantees issued is determined by reference to
fees charged in an arm’s length transaction for similar services, when such
information is obtainable, or is otherwise estimated by reference to interest
rate differentials, by comparing the actual rates charted by lenders when the
guarantee is made available with the estimated rates that lenders would have
charged, had the guarantees not been available, where reliable estimates of
such information can be made.

(b) LA FEEMUIIFIRNERMT AN
BE

AEERA T TEMEERE

LA E 4R

THEET AN A EE :

@)

(i)

(iii)

(iv)

(v)

(vi)

TRIEEHRNERERNEERS M
AFEE DRE/NREBAERA T
BERM TS -

FREMTANAFEE  DRERE
HIFEERSE - MtETARERMIE
EHEBRES AR EENEERBRY
BRERMENAFEEDHREERE
SRR A 25 T AR - HER
FEETHRMEEEREMNNRE -

PABE $B PR N A BR B0 E BB R AR B B R
WAFEE DELEEFZRAEER
PEETE(L e B AT TR S5 A R AL - PATH
SR ELEm T A bhE - ARERENE
ERBYERERAEMAFEETH
REEFES TR R 5B T IARR -
EREAFEEAER  EFEER
BEERNEERENHEITE T

FLETHREREN D FEEREN RS
WU SR FE R A B AT IE R - S
RENFEE  IRRBEEHRE
BEMEMTHE

HEHRRARERSHATFEMER
o RHRIEESEAERNSREE
SEEfEH -

ERHOMEERZATEE  =R2
ZEMERBOAFRSHHABUKER
ZARSIHAER METE - BRANER
WA 2EFERZ @A TAARE
FEEE B HERAERBKNEER
BB MSERZBER T MEREE
AR A AT B R EH LR - WA
B EARA ENERERIAEE AT
BfE-
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The carrying amounts of the Group’s and the Bank’s financial instruments carried
at cost or amortised cost are not materially different from their fair values as at
31st December, 2013 and 2012 except as follows:

2013

R
K$ Mn
BER

3,104

Carrying
Amount  Fair value Level 1
REE ATEE
HKSMn  HKSMn  H
AY¥EBERT BYEER B
Financial assets SREE
Held-to-maturity investments BEEHRE 5,048 5,135
Financial liabilities SRAR
Certificates of deposit issued BETERE 34,420 34,443
Debt securities issued BETRRES 4,578 5,095
Subordinated liabilties kERE 13,632 14,380

ARIEFTAE ()

BT oSN - 25 [ 2 R AT LA B S 55 3 S AR
RAENZ BT ARAEME - BHEMN20134F
12 A31B R2012FRBZ AFEERE -

The Group &8

2012
Carrying
Level 2 Level 3 Amount  Fair value
b E=R KEHE ATEE
HKS Mn HKS Mn HK$ Mn HK$ Mn

2013

R
K$ Mn
BER

2,499

Carrying
Amount  Fair value Level 1
REE ATEE
HKSMn  HKSMn  H
BEEEL BYEER B
Financial assets SRAE
Held-to-maturity investments BEEHEE 3,940 4,015
Financial liabilities SRARE
Certificates of deposit issued BETERE 36,620 36,643
Debt securities issued BEIREEES 3,298 3,801
Subordinated liabilties #EaE 13,632 14,380

BYEET BEERT T AERER
2,031 - 4320 4,474
34,443 - 21275 21,289
5,095 - 7,959 8,103
14,380 - 14,263 15,105
The Bank 17
2012
Carrying
Level 2 Amount Fair value
b} RHE  ATEE
HKS Mn HK$ Mn
BYEET AYRET AERER
1,516 - 3,219 3,336
36,643 - 23,475 23,489
3,801 - 502 502
14,380 - 14,263 15,105

Fair value estimates are generally subjective in nature, and are made as of a specific
point in time based on the characteristics of the financial instruments and relevant
market information. The Group measures level 2 fair values using the following
method and there is no change to the valuation technique:

Level 2 — Valuation techniques based on observable input. This category includes
instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for similar instruments in markets that are considered
less than active; or other valuation techniques where all significant inputs are
directly or indirectly observable from market data.

EEATEERSTRATIHIEN - RRE
EE-RERBHREBTAZFERIEH
MHEMMIEL - AEEBEEE -_RAFE
ERRAAT A R ERA I EE

FE_H—EEEXZATHRSEAEE -
IR TAMERERA : EERMENE
MTERRENTIHER  ERTERZT
BNIEE TARHRENERE  REMAGER
AMAEEE2HRERRMEHATSE
AT #ERE] -
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45.OFF-BALANCE SHEET EXPOSURES BEAB&RUINE K

(a) Contingent liabilities and commitments (a) RABBRAIE
The following is a summary of the contractual amounts of each significant class of BERABERERETEHINANSER
contingent liabilities and commitments: BT -

The Group £ The Bank $17

2013 2012 2013 2012
HKS Mn B¥EER HKSMnBEEET HKS Mn B¥EET HKS Mn BEEST

Direct credit substitutes BEREERER 18,670 13,303 5,153 4,756
Transaction-related contingencies B S HE BN AEE 2,655 2,364 869 1,224
Trade-related contingencies HE S BANIAER 1,319 1,930 953 1,259
Commitments that are unconditionally AT EUEMB/AS LA

cancellable without prior notice Ry 126,463 52,631 50,778 47,885
Other commitments with an original

maturity Hfty B REH R

-upto 1 year —1EFFAT 56,690 103,119 6,855 7,091

—over 1 year —1450UE 29,319 36,433 26,467 19,503

235,116 209,780 91,075 81,718

Credit risk weighted amounts EERBINESSE 44,605 71,525 20,345 18,063
Contingent liabilities and commitments are credit-related instruments which FABBREAERHREERBANIA  21F
include acceptances, letters of credit, guarantees and commitments to extend AURBEENEALERE  ERE  ERE
credit. The contractual amounts represent the amounts at risk should the MANKIE - GHSEREEANRTER
contract be fully drawn upon and the client default. Since a significant portion of MEEFENRAERBOSRE - BNE
guarantees and commitments is expected to expire without being drawn upon, the HERERENZTENRIBS EFERL
total of the contract amounts does not represent expected future cash flows. REATEE - AOSBIW TRRBFRKE

ERE °



(b) Derivatives

(i) Notional amount of derivatives
Derivatives refer to financial contracts whose value depends on the value of

one or more underlying assets or indices.
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ARIEFTAE ()

(b) PTET A
MTETANEERSR
TETAREA - BARZREEEESR
RYEEETEENATEEL -

()

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

Qualifying for

SERRITHBRTET AT EZERIMN

HABRCBHBBELOT

The Group %8
2013

Managed in
conjunction with
financial
instruments
designated at fair
value through

Others, including

hedge accounting profitorloss held for trading
REREL
URMAYEE Hit  BfERE
REHHEE SRMIAESER X5 RE #eE
HK$ Mn B¥EET HKSMn B¥EET HKSMnB%EET HKSMnB%EETRT
Exchange rate contracts EXE4)
Forwards and futures BERFHREE 542 - 52,221 52,763
Swaps RARS - - 403,232 403,232
Options purchased fEAGE - - 54,822 54,822
Options written papustit3 - - 55,970 55,970
Interest rate contracts FIEEH
Forwards and futures BHRHREE - - 528 528
Swaps Sy 23,641 17,954 154,460 196,055
Equity contracts R &4
swaps RS - - 9,996 9,996
Options purchased AR - - 3,478 3,478
Options written it EE - - 3,095 3,095
Others Hifh - - 3,905 3,905
24,183 17,954 741,707 783,844
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45. OFF-BALANCE SHEET EXPOSURES (conTinuep) & &= B B3R UMY E R (an)

(b) Derivatives (continued)

0)

Notional amount of derivatives (continued)

Qualifying for
hedge accounting

(b) STET A (#)

)

The Group £
2012

Managed in
conjunction with
financial
instruments
designated at fair
value through
profit or loss
RiEBER

BfE
SRTARAER
HK$ Mn BB E ST

Others, including
held for trading

Hft - BiERA
R ZB%E
HKS$ Mn BEEETT

TETANEESEE)

HK$ Mn BEH

Exchange rate contracts EREH
Forwards and futures BHRHRHE 129 - 35,516 35,645
Swaps BHR S = - 285,627 285,627
Options purchased A BRE - - 42,415 42,415
Options written Jit ERE = = 43,433 43,433

Interest rate contracts HMEEH
Forwards and futures BB SRR - - 860 860
Swaps B85 16,886 20,318 112,088 149,292

Equity contracts &4
Swaps BHR S - - 8,809 8,809
Options purchased =N - - 2,683 2,683
Options written pragunt:if-3 - - 2,181 2,181
Others Hit - - 3,478 3,478
17,015 20,318 537,090 574,423
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The Bank 17
2013

conjunction with
financial

Managed in

instruments
designated at fair
Qualifying for value through  Others, including
hedge accounting profitorloss held for trading
URBRAFEE Hit BiERE
REHWEE SRMIAESER X5 RE #m
HKS Mn B EET HKSMn B¥EET HKSMn A% EET HKSMn B¥EER
Exchange rate contracts EXE4)
Forwards and futures BERHREE - - 46,333 46,333
Swaps FARS - - 228,164 228,164
Options purchased AR - - 54,821 54,821
Options written it B e - - 55,970 55,970
Interest rate contracts FIREH
Forwards and futures EHRHREE - - 528 528
Swaps HHRS 23,641 17,954 46,892 88,487
Equity contracts RIAEH
Swaps BHRS - - 10,034 10,034
Options purchased B - - 3,478 3,478
Options written S - - 3,758 3,758
Others Hit - - 3,906 3,906
23,641 17,954 453,884 495,479
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45. OFF-BALANCE SHEET EXPOSURES (conTinuep) & &= B B3R UMY E R (an)

(b) STET A (#)
TETANEESEE)

(b) Derivatives (continued)
(i) Notional amount of derivatives (continued) (i)

The Bank 1T
2012

Managed in
conjunction with
financial instruments
designated at fair
value through

profit or loss
birey EE b

Qualifying for
hedge accounting

Others, including
held for trading

URBATEE
ERITAEAER
HK$ Mn B EEST

Hft - BiERA
R ZB%E
HKS$ Mn BEEETT

A

B
HK$ Mn BEEETT

Exchange rate contracts EXGL
Forwards and futures BHRSHRBE - - 28912 28,912
Swaps HHR S - - 189,084 189,084
Options purchased E-YN: - - 42,415 42,415
Options written i i B - - 43,434 43,434

Interest rate contracts FEEH
Forwards and futures RRRHRBE - - 860 860
Swaps BHER 5 16,886 20,318 47,966 85,170

Equity contracts RiAEH
Swaps EHR5 - - 8,860 8,860
Options purchased (YN - - 2,683 2,683
Options written iyt E = - 2,844 2,844
Others Hith - - 3,475 3,475
16,886 20,318 370,533 407,737

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 end of the reporting period; they do not represent
amounts at risk.

The fair value 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.

PTAETARBARERAITEINE - FIER
BEMSETHE &8  EHRPEERS
MEL - ELTANRRSRIEERSHE
RAMATKNZHE - B THAKRIER
RRREI 2R

At EERBERAIIRBHAFEEREER
FEBRINESREAT - BLSBWRTAESE
FELBTE
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(ii) Fair value and credit risk weighted amounts of derivatives (i) PTETAEZAFEEREERRKME
The Group £8
2013 2012
Fair value Credit risk Fair value Credit risk
AVEE weighted AF(EE weighted
Assets Liabilities amounts* Assets Liabilities amounts*
FERR
BE 8 mESE* BE
HK$ Mn HKS$ Mn HK$ Mn
BEEET B¥EEx  A%AEET
Exchange rate contracts ERAA
Forwards and futures RERFHRBE 413 581 524 226 174 354
Swaps 5 1,137 1,629 3,586 995 1327 1,809
Options purchased BARE 125 120 1,205 58 42 427
Options written it B - 5 888 - 16 288
Interest rate contracts FIEAH
Forwards and futures BERFREE 10 - 2 - - -
Swaps i) 1,528 1,813 1,943 1,502 1,924 1,618
Options purchased A - - 265 - - -
Equity contracts R EH
Swaps HHR S 217 193 469 120 99 331
Options purchased B 86 38 260 7 37 175
Options written i B - 57 112 - 34 68
Others Hith 109 109 703 153 153 301

3,625 4,545 9,957 3,125 3,806 5371
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45. OFF-BALANCE SHEET EXPOSURES (conTinuep) & &= B B3R UMY E R (an)

(b) Derivatives (continued) (b) FTET B (&)
(i) Fair value and credit risk weighted amounts of derivatives (continued) (i) TETAZRAFEEREERRME
SR(E)

The Bank #17
2013 2012

Fair value Credit risk Fair value Credit risk
AVEE weighted NTEE weighted

Assets Liabilities amounts* Assets Liabilities amounts*
FERK EERR

13 afE gL BE B IEE R

HKS$ Mn HKS$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET E%EBr B¥EER E¥EEn  A%EEr  B¥EER

Exchange rate contracts ~ [ER& 4

Forwards and futures ERZHRHE 286 541 512 203 108 321
Swaps EHR5 370 701 1,701 346 886 1,065
Options purchased B 125 120 1,260 58 4 427
Options written iguup-tir - 4 888 - 16 288
Interest rate contracts FEEH
Forwards and futures R SRAE 10 - 2 - - -
Swaps RS 705 1,016 861 1,349 1,751 1,443
Options purchased B A - - 269 - - -
Equity contracts &4
Swaps RS Iy 181 549 89 EY) 394
Options purchased (YN 86 38 260 7 37 175
Options written prgust:iild - 57 113 1 34 68
Others HAth 105 108 704 150 153 303
1,729 2,766 7,119 2,267 3,059 4,484
*  The Bank adopted the Foundation Internal Ratings Based (“IRB”) approach according * REBE(EZXRA) - IR ERRAES
to Banking (Capital) Rules for calculating the credit risk weighted amount as at 31st AR B BT EE G ER2013F 12 A31
December, 2013. HZEEREZ RBRIESEE
The tables above give the contractual or notional amounts, fair value and LERINHEEBBERUINZHE LI
credit risk weighted amounts of off-balance sheet transactions. The fair value ZHEEHE  ATEEREERRINES
is calculated for the purposes of deriving the credit risk weighted amounts. - RTEERAKRGTEEERRINE
These are assessed in accordance with the Capital Rules. Fair value represents ©H - ZE L ERIRBCEARBRANET
the cost of replacing all contracts which have a positive value when marked to e AT EBEIEREEMBRMSEER
market. FTEEFENINA EENS QKA
Fair value is a close approximation of the credit risk for these contracts as at ATBERERGHERBZEANN
the end of the reporting period. The credit risk weighted amount refers to the KB EERR - FERBRNECERE

amount as computed in accordance with the Capital Rules. REBCEARRANE -
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(iii) Fair values of derivatives designated as hedging instruments (i) BERHFPTAZITETANATE
&
The following is a summary of the fair values of derivatives held for hedging REER AR 2 TET AN R FERR
purposes by product type: EmERHENT

The Group and The Bank £E R $R1T

2012
Liabilities Assets Liabilities
BE BfE
HKS$ Mn HK$ Mn
BERET BERET
Exchange rate contracts EERAA - - - -
Interest rate contracts FIEEH 350 57 712 89
350 57 712 89
(@) Cash flow hedges (a) BHEmH%
The Group's cash flow hedge principally consists of foreign exchange AEEZReREFEIZBEINE
contracts that are used to hedge against the variability in cash flows of SR BHERREHE TRIINEE
certain debt securities subject to foreign exchange rate movement. TREF BB SMAENEFES
At 31st December, 2013 and 2012, the net fair value of derivatives held as 72013512431 H K20126FRA -
cash flow hedges was insignificant. REERREREHMZITET AR
REBEFEILTERK °
The time periods in which the hedged cash flows are expected to occur HEREAEERERRAEHZER
and affect the consolidated statement of comprehensive income are as SMTEMFBAENIBNAT -
follows:

The Group 58
Over one year
Within but within Over
one year five year Five years
1EUR 1EL\EZ55F SENE
HKS Mn B EET HKS Mn BEEET HKS Mn BEEER
At 315t December, 2013 #2013F12A318
Cash inflows from assets REBENRER - 129 197
Cash inflows from liabilities REGENASTR - - -
Net cash inflows FREMA - 129 197
At 31st December, 2012 20126128318
Cash inflows from assets REZENRER - 102 27
Cash inflows from liabilities REGENRET - - -

Net cash inflows FREMA - 102 27
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45. OFF-BALANCE SHEET EXPOSURES (conTinuep) & &= B B3R UMY E R (an)

(b) Derivatives (continued)
(iii) Fair values of derivatives designated as hedging instruments (continued)

(b) Fair value hedges
The Group's fair value hedge principally consists of interest rate swaps that
are used to protect against changes in the fair value of fixed rate long-
term financial instruments due to movements in market interest rates.

At 31st December, 2013, the net fair value of interest rate swaps was
HK$293 million (2012: HK$623 million) comprising assets of HK$350
million (2012: HK$712 million) and liabilities of HK$57 million (2012:
HK$89 million).

(iv) Remaining life of derivatives
The following table provides an analysis of the notional amounts of derivatives
of the Group by relevant maturity grouping based on the remaining periods to
settlement at the end of the reporting period.

orless  to5years 5 years
130T 1E0ERSE  SEAE
HKS Mn HKS Mn HKS Mn
BMEER AWEEn RWEER

(b) TTET A (@)

(iii) &
&

EREHPTAZTET AN R FE
(&)

(b) R-FEELH

(iv) 97
—F
H
A

AREHATEEH X EQEH
®RE - HIERRRME TSR
ERTYEEHTRSRIANA
TEERD -

20134128318 » MREHHQ
FEEFEAB293187 (2012
G B¥6.2318T) - BIEEERYE
3.5018 T (20124 : B¥E7.12187T)
KB EAKES, 7008 T (20124 « %
8,900 7T) °

ETREZFIHHR

ROMERS PERAAEERIEZ
HRGRZ R EEHMRBEATET
MBREREHE o

The Group £
Notional amounts with remaining life of HEAiRN %528
2013
1year Over 1year Over

2012
Tyear  Over 1 year Over

Total orless  to5years 5 years

B EIIT 1ENEESE SENE

HKS Mn HKS Mn HKS Mn HKS Mn
EMEER AMEET  AMAEL  AMEEL

Interest rate derivatives MEGAETR 103,843 84,326 8,414 196,583 86,001 53,932 10,219 150,152
Currency erivatives BHHETR 459,280 105,859 1,648 566,787 345390 60930 800 407,120
Other derivatives Hfi4 TR 9,454 10,962 58 20474 5,690 10,945 516 17,151

512,511 201,147 10,120 783,844 437,081 125,807 11,535 574423

The Bank 817

Notional amounts with remaining life of HEASRN %28

213
1year Over1year Over

orless  to5years 5 years
130T 1E0ERSE  SELE
HKSMn ~ HKSMn  HKSMn
AMEER AWEEn AWEER

Interest rate derivatives HEfTATA 40,022 40,644 8349
Currency derivatives EEfETA 28338 101912 1,038
Other derivatives HtifiATE 9,805 11,255 116

2012
Tyear  QOver 1 year Over

Total orless  to5years 5 years
B EIT 1ENEESE SENE
HKS Mn HKS Mn HKS Mn HKS Mn

ERAER

BRART

89,015 4,776 34,035 10,219 86,030
385,288 22613 60432 800 303,845

1,176

5,756 11473 633 17,862

332,165 153,811 9,503

495479 290,145 105,940 11,652 407,737
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ARIEFTAE ()

(c) Capital commitments () BEAEIE
Capital commitments outstanding at 31st December and not provided for in the 12 A31 B AR BB RERBEIREER
accounts were as follows: B AFEDNT

The Group £8 The Bank 817

2013

2012 2013 2012

HKS Mn BB EET HKS Mn KBS HKS Mn BBEET HKSMnBREST

Expenditure authorised and

contracted for BRES I EED 682 403 653 329
Expenditure authorised but not
contracted for ERAZHBREL 2,635 124 2,610 26
3,317 527 3,263 355
(d) Operating lease commitments (d) BREHEEE
At 31st December, 2013, the total future minimum lease payments under non- R20135F 124318 - EFAIREENKCEEE
cancellable operating leases are payable as follows: A - RRFIEENTAEFERFENT

The Group £ The Bank 87

2013 2012 2013 2012
HKS Mn B%EET HKS Mn BEEET HKS Mn B¥EET HKS Mn BEEET

Properties VIES
Within one year 1EBARA 504 480 225 181
After one year but within
five years 1FESER 1,010 9N 250 170
After five years SELA 280 212 81 -

1,794 1,603 556 351

The Group 8 The Bank 17

2013 2012 2013 2012
HKS Mn B¥EET HKS Mn BEEET HKS Mn B¥EET HKS Mn BB EST

Equipment B3]
Within one year 1ELA 8 6 1 2
After one year but within
five years 1FEE5FR 14 11 1 1
22 17 2 3
The Group and the Bank lease certain properties and equipment under operating REBRATUEEHERABAETHE
leases. The leases run for an initial period of one to twenty five years, with an Mk - HEFHRI1FE25F  FHHBRKRA
option to renew the lease when all terms are renegotiated. Lease payments are BENBHEMBEGEFIASE - HENFEEE
usually adjusted annually to reflect market rentals. None of the leases includes BEFARUARMTEES - IEHEOLT

contingent rentals. BIEYERS -
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46.NOTES ON CONSOLIDATED CASH FLOW STATEMENT #FReaBRE&RaRME

(a) Purchase of subsidiaries (a) WEBFRE A F]
2013 2012
HK$ Mn B EHERT  HKSMn BB EET
Net assets acquired BEBANFEE
Cash and balances with banks and other R e RERITNEM S RIEE
financial institutions BT - -
Advances and other accounts less provisions EBRAER 2 BR R EMARIR - 1
Fixed assets BEFEAE - =
Current taxation REAFIE - -
Other accounts and provisions HAERTE R - (1)
Goodwill arising on consolidation REREREENTE - 1
Total purchase price RReZArEAE - "
Less: Cash and cash equivalents acquired B BANEERERELER - =
Cash flow on acquisition net of cash acquired ENRAEBARSHRER - 11
(b) Disposal of subsidiary (b) HEMEAR
2013 2012
HK$ Mn 88 EET  HKSMn BB EET
Net assets disposed of BHEFEE
Cash and balances with banks and other e RERTNE S RIEE
financial institutions Eofea - 436
Placements with banks and other ERITRE M S B
financial institutions EOpEE= - 287
Advances and other accounts less provisions EBRAER 2 B R EMERIR - 4,447
Available-for-sale financial assets AftHESHEE - 43
Held-to-maturity investments FEBEEA - 45
Fixed assets BEAE - 38
Deferred tax assets RERIBEE - 165
Goodwill and intangible assets MEREREE - 174
Deposits and balances of banks and other RITRE M S BB TR
financial institutions R tEek - (41)
Deposits from customers BEPER - (4,294)
Trading liabilities RHALEE - (114)
Other accounts and provisions H fth BR IR R 2 - (86)
- 1,100
Add: Gain on disposal i : HERF - 203*
Less: Transferred to investment in associates W BABERARRE - (283)*
Less: Cash and cash equivalents disposed o HERe RERESER - (436)
Cash flow on disposal of subsidiary HENBARNRS R - 584
*Included HK$55 million of gain attributable to recognizing any investment retained in the * EE B IS 5008 T B R EASE SRS AR
former subsidiary at its fair value at the date when control is lost. FIEEMRZIREE—FIEN B A RIRENE

F o
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(c) Cash and cash equivalents () BekEREEEE
() Components of cash and cash equivalents in the consolidated cash flow () EFABHERERARERERRES
statement 15 B WA S

2013 2012
HK$ Mn BB BEET

HKS Mn B H&ET

Cash and balances with banks and other

Re RAERTMEM S RIKE

financial institutions H) 417 34,068 55,981
Placements with banks and other

financial institutions with original maturity JRAHARR 4318 A ARTESRIT &

within three months Hith & B EMTR 43,504 26,360
Treasury bills with original maturity within JRAHAR A31E A AR

three months BEES 11,202 16,425
Certificates of deposit held with original maturity JRAHARR 318 A LA 2 KA Y

within three months FaE 1,131 972
Debt securities with original maturity within

three months JRAHARR A318 A AR BT 5 102 -

90,007 99,738

(ii) Reconciliation with the consolidated statement of financial position

Cash and balances with banks and other

Re RERTRAGSBKED

2013

HKS Mn B H&ET

(i) iR G M BN R AOE IR

2012
HKS Mn BEBET

financial institutions (Note 23) EF(HF23) 68,777 85,512
Placements with banks and other TESRTT R E A & B
financial institutions (Note 24) TR (Hi7t24) 57,372 50,618
Treasury bills, certificates of deposit held and BEES BETRER
debt securities BBES
— trading assets (Note 26) - RS BBEEHH26) 3,902 3,057
— designated at fair value through - EERBEBER R
profit or loss (Note 27) NFBEAE27) 11,199 14,751
— advances and other accounts (Note 28(a)) - B EAERIB (H172£28(a)) 117 78
- available-for-sale (Note 29) - AT E (Ha29) 68,682 62,333
- held-to-maturity (Note 30) - FERH(H7#30) 5,048 4,320
88,948 84,539
Amounts shown in the consolidated statement of
financial position EEAMBIRAR RN S8 215,097 220,669
Less: Amounts with an original maturity of W RAERRRA3ME A L
beyond three months oo (90,381) (91,400)
Cash balance with central bank subject to ZHRERGINERRRITH
regulatory restriction RekF (34,709) (29,531)
Cash and cash equivalents in the consolidated EGAReERERANNRE R
cash flow statement ZRFAEER 90,007 99,738




274 | The Bank of East Asia, Limited | Annual Report 2013

NOTES ON THE ACCOUNTS (CONTINUED)
BRTE B E (78

47.ASSETS PLEDGED AS SECURITY F{EIKRNEE

The following assets have been pledged as collateral for own liabilities at the end RMERERE - A TEELCRIEASS
of the reporting period. B2 ERm o
The Group £ The Bank 817
2013 2012 2013 2012
HKS Mn SB¥EET HKS Mn BB EET HKS Mn B¥EER HKS Mn BEBEET
Secured liabilities BHERAE 3,645 9,633 2,781 2,649
Assets pledged: EHEE:
Advances to customers and
other accounts RPRH R EMERE 1121 1,599 1121 1,450
Financial assets designated at BT RARBERNRE
fair value through profit or loss ATEENEHEE 2,046 1,793 2,046 1,793
Available-for-sale financial assets ARHESREE 1,015 6,836 63 -
Held-to-maturity investments BEIHEE 601 792 601 792
4,783 11,020 3,831 4,035
The following balances with banks have been pledged as collateral for securities RTOIRITAEMRE AIEESFBERITETA
borrowings and margin deposits of derivatives. FREE BTG -
The Group £ The Bank 817
2013 2013 2012
HKS Mn B¥EER HKSMn BEEET HKS Mn B¥EET HKS Mn BEEET
Cash collateral for borrowed BIEEAEER
securities ReEAm - - - -
Margin accounts for open futures RERL S REHAH
and forward contracts NHERR 744 1,085 736 1,077
744 1,085 736 1,077
These transactions are conducted under terms that are usual and customary to IER P2 EH R —RREBZEERR

standard lending and securities borrowing and lending activities. BHEERFHET ©
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48.LOANS TO OFFICERS THHIAEER

The aggregate of loans to officers of the Bank disclosed pursuant to Section IRBBCA FHERI S 161BIE4B) R (AQFIRE -
161B(4B) and (4C) of the Companies Ordinance is as follows: TTITRAB 2 EFA@EAMWMAT ¢

2013 2012

HKS Mn B E&ERT  HKSMn B AET

Aggregate amount of relevant loans outstanding AREERN12A318/

at 31st December iR e

By the Bank RRTTES 2,187 2,368

By subsidiaries =Gl 1,106 1,296
3,293 3,664

The maximum aggregate amount of relevant loans ~ EEREBERZ 55

outstanding during the year ER e
By the Bank RRITEH 4,659 5,382
By subsidiaries NGl 1,618 1,431
6,277 6,813
There was no interest due but unpaid nor any impairment allowance made against 72013512 A31H %2012 124318 )&
these loans at 31st December, 2013 and 31st December, 2012. BRBRENNE - TREHZEERIER
B2 -
49. MATERIAL RELATED PARTY TRANSACTIONS BEBAA THE AR H
(a) Key management personnel remuneration (a) EEEEASHEN
Remuneration for key management personnel of the Group, including amounts REBZTEEEASHH - EREENT
paid to the Bank's directors as disclosed in Note 20 and certain of the highest paid 207 PR BE 2 A T AT E B RAEMTAE219R Al
employees as disclosed in Note 21, is as follows: BEINFATETRSHHESN SN
™
2013
HK$ Mn B8 EHE T
Short-term employee benefits REESREA 132 123
Post-employment benefits EERWER 5 5
Equity compensation benefits R FEERRR 22 22

159 150
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49.MATERIAL RELATED PARTY TRANSACTIONS (conTinueD) BAEEA THIE KX H @)

(b) The Group maintains certain retirement benefit schemes for its staff as per Note
2(qg)(iii). In 2013, the total amount of contributions the Group made to the
schemes was HK$152 million (2012: HK$145 million).

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. 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, outstanding balances of amounts due from and due to at the year end, and
maximum outstanding balance of amounts due from and due to them during the
year are aggregated as follows:

Key management personnel

FEEEASR
2013 2012

(b) B AR B B R GE TRARREE - 1

2013

HKS Mn HK$ Mn HKS Mn

ERKTEE2(Q) i) TE - R2013F R © AN&EEH
xS ER B AB%1 5285 (2012
4 A% 45180T) ©

AEBREMBATETZERS  ZFA
TEEBERR  REBTRARRERR
BB REZEALFEGIKAEERYE
NWATF - ZERXRZEREZZEALTER
ERMMREHER - MBEFERXEREENF
- IR T —RIBEKFEFRERK -

M20134F - ANE B e RRE A - FTIRER B S 1+F
FbFIEFE - RAE20134F12H318 » B35t
ATHIRARREYATHORE - REFE
AR ATRE AR R KA THSERK
THIRMBEET ¢

BEEET ENAET  A%EER

Subsidiaries Associates
il PN HENT
2012 2013
Restated
£
HK$ Mn HK$ Mn
AERET A¥EER
412 10 "
125 - -
15,566 825 390
3,105 28 228
17,890 1,455 503
3,105 1,565 485
1,079 219 10

Interest income FEHA 104 123 441
Interest expense FEXH 49 54 85
Amounts due from AR A TR 5,270 6,450 24,124
Amounts due to R B AR08 4,979 4,616 3,108
Maximum amounts BHALHNRS

due from R 10,552 9,683 26,545
Maximum amounts REBALNRS

due to B 8,595 9,656 3,108
Committed facilities to EEFRET 4,202 4,247 2,738
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50.EQUITY COMPENSATION PLANS BR{0#HESTE

RITFIRMEEE R BIRESS AW
BHHRBETAREZEFES - BFEHNT

The Bank has adopted Staff Share Option Schemes whereby the Board may at its

discretion grant to any employees of the Group, including ED and Chief Executive,
options to subscribe for ordinary shares of the Bank. All options were granted for

nil consideration.

(a) Particulars of share options

EERTHAR - ARBARITEERRD -

FE RIS AR SHE R B -

(a) RREFTE

Exercise price

Date of grant Vesting period Exercise period per share
BRFEH X 1T BRITEE
HK$ A&
05/5/2008 05/5/2008-04/5/2009 05/5/2009-05/5/2013 40.09*
05/5/2009 05/5/2009-04/5/2010 05/5/2010-05/5/2014 21.25
06/7/2010 06/7/2010-05/7/2011 06/7/2011-06/7/2015 28.49
05/5/2011(T1) 05/5/2011-04/5/2012 05/5/2012-05/5/2017 32.00
05/5/2011(T2) 05/5/2011-04/5/2013 05/5/2013-05/5/2018 32.00
05/5/2011(T3) 05/5/2011-04/5/2014 05/5/2014-05/5/2019 32.00
10/5/2012(T1) 10/5/2012-09/5/2013 10/5/2013-10/5/2018 28.99
10/5/2012(T2) 10/5/2012-09/5/2014 10/5/2014-10/5/2019 28.99
10/5/2012(T3) 10/5/2012-09/5/2015 10/5/2015-10/5/2020 28.99
03/5/2013(T1) 03/5/2013-02/5/2014 03/5/2014-03/5/2019 31.40
03/5/2013(T2) 03/5/2013-02/5/2015 03/5/2015-03/5/2020 31.40
03/5/2013(T3) 03/5/2013-02/5/2016 03/5/2016-03/5/2021 31.40

(b) Movement of share options during the period

(b) AR RIEZZE

2013 Number of share options R EH B

Outstanding at Outstanding at
Date of grant Tranche Option Price 1/1/2013 Granted Exercised Lapsed 31/12/2013

R2013F1718 R2013§12A31R
BFEH KT BT AT
05/5/2008 40.09* 4,070,000 - - 4,070,000 -
05/5/2009 21.25 2,920,000 - 2,485,000 - 435,000
06/7/2010 28.49 5,750,000 - 2,150,000 - 3,600,000
05/5/2011 T 32.00 1,980,000 - 50,000 - 1,930,000
05/5/2011 T2 32.00 1,980,000 - - 50,000 1,930,000
05/5/2011 T3 32.00 1,990,000 - - 50,000 1,940,000
10/5/2012 T 28.99 1,980,000 - 100,000 50,000 1,830,000
10/5/2012 T2 28.99 1,980,000 - - 50,000 1,930,000
10/5/2012 1K} 28.99 1,990,000 - - 50,000 1,940,000
03/5/2013 T 31.40 - 1,880,000 - - 1,880,000
03/5/2013 T2 31.40 - 1,880,000 - - 1,880,000
03/5/2013 T3 31.40 - 1,890,000 - - 1,890,000
Total % 24,640,000 5,650,000 4,785,000 4,320,000 21,185,000

*  After adjusting for the bonus issue one for ten in April 2009. * A EE2009F 4 A FTETTHI 10X 1ATAR -
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50.EQUITY COMPENSATION PLANS (conTinueD) R f{EETEI5 @)

(b) Movement of share options during the period (continued) (b) EARRARHE 2 & B ()
2012 Number of share options AR #E2; 5
Outstanding at Outstanding at
Date of grant Tranche Option Price 1112012 Granted Exercised Lapsed 3111212012
R201261 18 120126124318
KTEH %) RIRE FALTE 5 Bt BA AT
10/5/2007 42.84* 2,035,000 - - 2,035,000 -
05/5/2008 40.09* 4,070,000 - - - 4,070,000
05/5/2009 21.25 3,515,000 - 595,000 - 2,920,000
06/7/2010 28.49 5,950,000 - 200,000 - 5,750,000
05/5/2011 T 32.00 1,980,000 - - - 1,980,000
05/5/2011 T 32.00 1,980,000 - - - 1,980,000
05/5/2011 IE} 32.00 1,990,000 - - - 1,990,000
10/5/2012 T 28.99 - 1,980,000 - - 1,980,000
10/5/2012 T2 28.99 - 1,980,000 - - 1,980,000
10/5/2012 T3 28.99 - 1,990,000 - - 1,990,000
Total % 21,520,000 5,950,000 795,000 2,035,000 24,640,000
* After adjusting for the bonus issue one for ten in April 2009. * AEHEE2009F 48 BT TR 10X 1ATAR ©

(c) No share options were cancelled during the years ended 31st December, 2013 and () EZ2013%12A31H8 &k2012F12A31H%F
2012. ERN KRB RIRIEW S o



REWTAERADT | 20135F% | 279 M

NOTES ON THE ACCOUNTS (CONTINUED)
BRIERE (&)

(d) SITERREFTE

(d) Details of share options exercised

Number of share options

RRENE

Exercise period Date of grant 2013

fTHERmE BFEH

March 34 05/5/2009 10,000 60,000
06/7/2010 1,100,000 -
April 45 05/5/2009 - 50,000
May 5H 05/5/2009 30,000 -
July 78 05/5/2009 - 135,000
August 8 A 05/5/2009 1,695,000 160,000
06/7/2010 1,000,000 -
October 104 05/5/2009 290,000 -
05/5/2011(T1) 50,000 -
November 11 A 05/5/2009 400,000 10,000
December 12 A 05/5/2009 60,000 180,000
06/7/2010 50,000 200,000
10/5/2012(T1) 100,000 -
4,785,000 795,000

51.

NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD HBERRERMNIREHAE R ABNEMH

After the end of the reporting period the directors declared a second interim

dividend. Further details are disclosed in Note 18(a).

EENRERAERBREIKES XD HR
B o HBEEME18@ERE -
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52. ACCOUNTING ESTIMATES AND JUDGEMENTS &:t{hst & 2

The preparation of accounts requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of these accounts and the
reported amounts of revenues and expenses for the years presented. Changes in
assumptions may have a significant impact on the accounts in the periods where
the assumptions are changed. The application of assumptions and estimates
means that any selection of different assumptions would cause the Group’s
reporting to differ. The Group believes that the assumptions that have been made
are appropriate and that the accounts therefore present the financial position and
results fairly, in all material respects.

Management discussed with the AC the development, selection and disclosure of
the Group's significant accounting policies and estimates and the application of
these policies and estimates.

(a) Key sources of estimation uncertainty

Notes 33, 39 and 44 contain information about the assumptions and their risk
factors relating to goodwill impairment, fair value of share options granted and fair
values of financial instruments. Other key sources of estimation uncertainty are as
follows:

(i) Impairment losses

Loans and advances

Loan portfolios are reviewed periodically to assess whether impairment losses
exist. The Group makes judgement as to whether there is any objective
evidence that a loan portfolio is impaired, i.e. whether there is a decrease
in estimated future cash flows. Objective evidence for impairment includes
observable data that the payment status of borrowers in a group has adversely
changed. It may also include observable data that correlate with defaults
on the assets in the Group. If management has determined, based on their
judgement, that objective evidence for impairment exists, expected future
cash flows are estimated based on historical loss experience for assets with
similar credit risk characteristics. Historical loss experience is adjusted on the
basis of the current observable data. Management reviews the methodology
and assumptions used in estimating future cash flows regularly to reduce any
difference between loss estimates and actual loss experience.

EREAEENRER - EREVAFLE
TRZERBENEY - SFEREERAR
ZEBNAREBERARNEEZENMGE
FERE - REFTRAELE THHREFENK
ARz @BEFZ B FRE © 104
SEBUZERR - EARHEH A ERE
HRNERELABATZE - RABETAMN
BRMEABRAEE 2 REFHITR o
ERXESEREGIE  AEERAEELHE
EZEE  MAKRENTBRERIGELFi
[RERE B BARANSEAR

ERECHECRESHNARNAREER
SRR RIGFTROBIE « BEBAMBE - UK
AL ERRINMEEHER -

(a) At TREEZNEERR

FYRE33 ~ 39MA4EM BRI BIRME - BT
BN AFEEMSE TANDFEEOR
HEERBARE - AR TRERENEME
EHRMT

(i) WEHEKX

AEEEERRNERAES - AR
BERAREHFE - AKERBHERT
BEREAEBEBAIAZAERASERL
RAE - G RIR 2 IRA PR D o R
BEXEEEEREERAGRNAIER
EREE NN FRRE IR - @
HZEBREAEENTETEESEN
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NOTES ON THE ACCOUNTS (CONTINUED)

Available-for-sale financial assets and held-to-maturity investments

The Group determines that available-for-sale financial assets and held-to-
maturity investments are impaired when there has been a significant or
prolonged decline in the fair value below its cost. The determination of when
a decline in fair value below its cost is not recoverable within a reasonable
time period is judgemental by nature, so profit and loss could be affected by
differences in this judgement.

Valuation of financial instruments

The Group's accounting policy for valuation of financial instruments is included
in Note 2. The fair value of the financial instruments is mainly based on the
quoted market price on a recognised stock exchange or a price quoted from
a broker/dealer for non-exchanged traded financial instruments. The fair value
of collateralised debt obligations is based on bid prices quoted by reputable
brokers and has been carefully assessed for reasonableness by management.
The fair value of a SIV is based on its net asset values as provided by the SIV's
manager.

(b) Critical accounting judgements in applying the Group’s accounting
policies
Certain critical accounting judgements in applying the Group’s accounting policies
are described below:

@)

(ii)

Held-to-maturity investments

The Group classifies non-derivative financial assets with fixed or determinable
payments and fixed maturity and where the Group has a positive intention
and ability to hold to maturity as held-to-maturity investments. In making
this judgement, the Group evaluates its intention and ability to hold such
investments till maturity.

If the Group fails to hold these investments to maturity other than for certain
specific circumstances, the Group will have to reclassify the entire portfolio of
held-to-maturity investments as available-for-sale, as such class is deemed to
have been tainted.

This would result in held-to-maturity investments being measured at fair value
instead of at amortised cost.

Recognition of deferred tax assets

The Group recognises deferred tax assets only to the extent that it is probable
that future taxable profits will be available against which the asset can be
utilised. Estimates and judgements are applied in determining the amount of
future taxable profits and the probability that such future taxable profits are
available in the foreseeable future to support recognition of the deferred tax
assets. The Group uses all readily available information, including estimates
based on reasonable and supportable assumptions and projections of revenue
and operating costs, in determining future taxable profits. Changes in these
estimates could significantly affect the timing of deferred tax asset recognition
and the amount of asset recognised.

(ii)
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NOTES ON THE ACCOUNTS (CONTINUED)
BRIE B 5E (78

53. COMPARATIVE FIGURES LtE & =F

The 2012 figures in Note 22 — Segment Reporting have been restated due to the
modification of the internal fund transfer pricing methodology of the Bank with a
view to further enhancing the allocation process of interest income and expenses
of Hong Kong banking operations.

For other restatements, the comparative figure has been restated to conform with
current year’s presentation.

ARAITER T NBESEB EEHKST) - A
E— T RERNTEBRITEBAIHF S UL
T AE  BULIEBR012EN B FEREN
MizE22[ &3R4 IRFIR

REMERME - LBROBEFLECEH - A
HEAFENZH AR -

54.POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED

BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST DECEMBER, 2013
HEEBZE2013F12A31H L FERE XA EEREMNEE] - FRENREMEENTRIE

Up to the date of issue of these accounts, the HKICPA has issued a number of
amendments and five new standards which are not yet effective for the year ended
31st December, 2013 and which have not been adopted in these accounts. These
include the following which may be relevant to the Group.

HEWSHREZEMAH  BESF1MAE
B8N T ZBIETRAENEL  BREE
RIAFTERIRE E2013F12 A31 B L& 54
FE AR AR - B R AR SRIE o 7]
REBIZRER B G R 2 ST RIFTERIAT -

Effective for accounting periods

beginning on or after
RERT AR ARBER

Amendments to HKAS 32, Offsetting financial assets and financial liabilities

BB B e EANERR eREERSHABEZKHE]

Amendments to HKAS 39, Novation of derivatives and continuation of hedge accounting
BAKER S ERDFEINRITET A BE RE P e AL TR

HKFRS 9, Financial instruments

(BARBREERFESRERWTA]

1st January, 2014
201451 A1H
1st January, 2014
2014F1 /18
Unspecified
REE

The Group is in the process of making an assessment of what the impact of these
amendments is expected to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to have a significant impact on the
consolidated financial statements except for the following:

HKFRS 9, Financial Instruments

HKFRS 9 was issued in November 2009 and establishes new principles for the
classification and measurement of financial assets. In December 2010, the HKICPA
issued additions to HKFRS 9 dealing with financial liabilities. The main changes to
the requirements of HKAS 39 are summarised below.

All financial assets are classified into two measurement categories: amortised cost
or fair value on the basis of both an entity’s business model for managing groups
of financial assets and the contractual cash flow characteristics of the individual
assets. These two categories replace the four categories under the current HKAS
39, Financial instruments: Recognition and Measurement.

A B EAE S S 16 4T 2 B PR SR
EAMPE - RUTHLS - E5HEEH
REROESETHARBOEANHRE
TAHEREALE

(BBVEREERNESR2MITA ]
CEBI B RS 2R )E RN 2009511 A8
MRELFRAADERFTESREE - R
2010F10A8 - BB G-I A RM(EEN
BEERDEFAREIES R A EAILE]
Ao HFEZ¥(EB G AERDE3RAMER
MEBEMRANT
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Financial assets are measured at fair value through profit or loss, if they do not
meet the criteria specified for measurement at amortised cost or if doing so
significantly reduces or eliminates an accounting mismatch. An entity has the
option to designate all subsequent changes in fair value of an equity instrument
not held for trading at fair value through other comprehensive income with no
recycling of gains or losses to the income statement. Dividend income would
continue to be recognised in the income statement.

Financial assets which contain embedded derivatives are to be classified in their
entirety either at fair value or amortised cost depending on whether the contracts as
a whole meet the relevant criteria under HKFRS 9.

HKFRS 9 retains all the existing requirements for derecognition of financial
instruments and most of the requirements for financial liabilities, except that
for financial liabilities designated under the fair value option other than loan
commitments and financial guarantee contracts, fair value changes attributable
to changes in own credit risk are to be presented in the statement of other
comprehensive income, and are not subsequently reclassified to income statement
but may be transferred within equity.

In December 2011, the amendment to HKFRS 9 and HKFRS 7 issued by HKICPA
provided relief from the requirement to restate prior period comparative
information and required additional disclosures on transition from HKAS39 to
HKFRS 9. The Group is presently studying the implications of applying HKFRS 9
but it is impracticable to quantify its effect as at the date of publication of these
consolidated financial statements.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

FAEBRAETMERH

The following information is disclosed as part of the accompanying information to
the accounts and does not form part of the audited accounts.

The preparation of supplementary financial information is in accordance with the

Banking (Disclosure) Rules and consolidated supervision arrangement approved by
HKMA.

(1) CAPITAL ADEQUACY BAXRZE

PATR BT 30 R ) & R R B A BR IR B T 75 K
W AEBREEZRER L — 80 °

mABAMBERERBRITE(RE) R
ADREERZENGREEER -

2013 2012
HKS Mn B EE T HK$ Mn BB EE T
Capital base AR AR ELHE
— Common Equity Tier 1 capital —LERE—RER 49,245 n.a.
- Additional Tier 1 capital — RN B A 3,190 n.a.
— Total Tier 1 capital ——REKREE 52,435 41,831
— Tier 2 capital — B 16,489 13,902
- Total capital — B4R 68,924 55,733
Risk weighted assets by risk type R e E R R
— Credit risk —EERR 393,020 355,764
— Market risk — SRR 16,524 13,244
— Operational risk —ZHERER 26,654 22,258
436,198 391,266
Less: Deductions ]S (2,322) (1,639)
433,876 389,627
2013 2012
% BRE % DX
Common Equity Tier 1 capital ratio TRRE—RERLE 11.4 na.
Tier 1 capital ratio —REAR = 121 10.7
Total capital ratio BB AR X 15.9 14.3

Capital adequacy ratios were compiled in accordance with the Capital Rules
issued by the HKMA. The ratios as of 31st December, 2013 were compiled in
accordance with the amended Capital Rules effective from 1st January, 2013
for the implementation of the “Basel Ill” capital accord, whereas the ratios as
of 31st December, 2012 were compiled in accordance with the “pre-amended
Capital Rules” as in force immediately before 1st January, 2013. In accordance
with the Capital Rules, the Bank has adopted the foundation internal ratings-
based approach for the calculation of the risk-weighted assets for credit risk and
the internal models approach for the calculation of market risk and standardised
approach for operational risk.

BAFRRLERDNIREESSRERBBEM
BCEARRADFTE - R20135F12A31AZE&
A7 R ETIIREREE T EERE N7
ENTAAE TR 201351 81 B EBHCE
RFADFTRSR - TR20126 12831824
RFER LR TIIRER2013F1 A1BATA K
BCRIEFTE AR R FTRE - BIRCERE
AIl) - ARITIBIRERAN ELAE A BDRT R R
EIFEEERRzABRINEEE « [RHIER
KX FHEMISER R EEFEE G E
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

The basis of consolidation for regulatory purposes is different from the basis of
consolidation for accounting purposes. Subsidiaries included in consolidation for
regulatory purposes are specified in a notice from the HKMA in accordance with
Section 3C of the Capital Rules. Subsidiaries not included in consolidation for
regulatory purposes are non-financial companies and the securities and insurance
companies that are authorised and supervised by a regulator and are subject
to supervisory arrangements regarding the maintenance of adequate capital
to support business activities comparable to those prescribed for authorised
institutions under the Capital Rules and the Banking Ordinance. The Bank's
shareholdings in these subsidiaries are deducted from its Tier 1 capital and Tier 2
capital subject to the thresholds and transitional arrangements as determined in
accordance with Part 3 and Schedule 4H of the Capital Rules respectively.

The list of subsidiaries that are not included in consolidation for regulatory
purposes are:

Name of company Nature of business
DRAEH EEME

AEBERBEAVBES (F)

REEEREZFAEREFE AR ZE
BERETHERAN - BREREEEREL
P B8 /2 B T4 A 3R B )88 3C 1 P AR AT A 38
HAGIE - TREEREERRAEEERE
ZHEBARAFERBRARNARERENT
—EERBERENESRRBRAR - HZE
RAEAHEFRRAERAZFEEEDNE
ERH - ERREANERNRADR(RITE
RHDR SRR 2 IRERT - ATRZER
Al DIRCE AR ADE 3707 Pt 2 P
HRTE A B i FRAHPT I 2 38 1M 22 RS R B AR
f—R R = RMERFHI

UTHBARL R OFEEREEERE2E
AR -

Total assets Total equity
BERS BRREREHE

HK$ Mn BB EEL  HKS Mn BEAET

Abacus (Nominees) Limited Nominee company

RERELRA
Abacus Business Consultants Sdn. Bhd. Dormant
EVCE)
Abacus Company Administration Sdn. Bhd. Corporate director and secretarial services
ENBREE R RWE R
Abacus Share Registrars Ltd Name reservation
ERBERELARAR L NGIET ]
Acheson Limited Trustee and shareholder services
SRR R AR
Agensi Pekerjaan Tricor Sdn Bhd Employment agency
BREEN EE
Albridge Corporate Advisory Services Ltd Corporate services
EER
Albridge Services London Ltd Secretarial services
WE BR

Alhart Limited Nominee company
RARERA

Ample Delight Limited Investment holding
A HRAA] REER

Asia Management Services Sdn Berhad Management services

SMEERBERAT BER

403 403

25 6



[ ] 286 | The Bank of East Asia, Limited | Annual Report 2013

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHRUBEN(E)

(1) CAPITAL ADEQUACY (CONTINUED) BANF = (@)

Name of company Nature of business Total assets Total equity
GRS EBHE EEAR RRESEE
HKS Mn BB EEIL  HKS Mn BB ET
Asia Securities Sdn Bhd Management services - -
BEIRIRT
Asia Strategic Capital Limited Investment holding - -
REZER
Bandon Enterprises Limited Trustee - -
E7ER%
Barbinder & Co. Pte. Ltd. Share registration 7 2
FHERL
Barbinder & Co., Sdn. Bhd. Dormant - =
TEE
BC (BVI) Holdings Limited Investment holding 16 16
REER
BEA Blue Sky Company Limited Acting as the sole General Partner to BEA - -
Blue Sky Real Estate Fund L.P.
T BEA Blue Sky Real Estate Fund L.P.
BERABA
BEA Blue Sky Real Estate Fund L.P. Acting as a Limited Partner to BEA/AGRE - -
China Real Estate Fund, L.P.
{ifE BEA/AGRE China Real Estate Fund L.P.
BREFEBA
BEA Blue Sky SLP Limited Acting as a Special Limited Partner to BEA/ - -
AGRE China Real Estate Fund, L.P.
£ BEAVAGRE China Real Estate Fund L.P.
BHREREESHBA
BEA Insurance Agency Limited Insurance - -
RORBRIEERAR R
BEA Insurance Brokerage (Taiwan) Limited General and life insurance broker 1 -
RERRBELARNDERRE —RRASRREL
BEA Life Limited Life insurance 7,707 746
REASREBERAR NERE
BEA Pacific Asia Limited Investment holding - -
REER
BEA Pacific Holding Company Limited Investment holding 1 1
REER
BEA Pacific Nominee Limited In liquidation - -
ENEFRER
BEA Union Investment Management Limited Asset management 518 487
ROHEREERERAA EEER
BEA Wealth Management Services (Taiwan) Wealth management services
Limited 171 88
REFEHFRNERAA M EE RS
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)

Name of company

DRER

Becmac Limited

Beecroft Limited

Bentley Services Limited

Blue Care (BVI) Holdings Limited
Blue Care JV (BVI) Holdings Limited
Blue Care Medical Services Limited
EREEREERAA

Blue Cross (Asia-Pacific) Insurance Limited
ETF(EX)RBERAR
Branford Investments Limited
Camceb Limited

Cane Garden Bay Limited

Capico Asset Management Sdn. Bhd.

Caribbean Corporate Services Ltd.

CCSL St. Lucia Ltd.

Central Town Limited

R EEBRAR

Century Able Limited
FEEARAR

Cheam Holdings Limited

Cheam Nominees Limited

Chua, Woo & Company Sdn. Bhd.

Clacton Company Limited

Clancy Limited

Nature of business

XHME

Nominee shareholder

IRERAREA

Nominee company

XFEREAT

Nominee director

BEREA

Investment holding

REZER

Investment holding

REER

Medical services

ERIRTG

Insurance

R

Nominee services

XRRERE

Nominee shareholder

REREA

Nominee director/shareholder

EE VA TN

Dormant

TES

Corporate secretarial and accounting
services

EABEWE R RS

Holding company

2RAR

Property investment

WEBA

Investment holding

REE

Nominee director

BEREA

Nominee director

BEREA

Dormant

TES

Nominee company

FRREAA

Dormant

VEE

KECHETMBER(E)

Total assets Total equity

BEAE BT AR

HK$ Mn BB BESEIL  HKS Mn BEBET

16 16

18 18

30 14
4,401 840
8 6

1 -

543 318
842 842

1 1
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHRUBEN(E)

(1) CAPITAL ADEQUACY (CONTINUED) BANF = (@)

Name of company

Nature of business

Total assets

Total equity

NEEE EBME EERE RREREE
HKS Mn A8 EET  HKS Mn BEEET
Corona Light Limited Investment holding 930 930
REER
Crescendo Strength Limited Dormant - -
NES
Crystal Gleaming Limited Investment holding 930 930
REER
Dean Street Property Limited Property development = =
MEER
Delanez Limited Nominee director/shareholder - -
B/ REREA
Denroy Nominees Limited Nominee director - -
BFEREA
Dersale Limited Nominee director/shareholder - -
B/ REREA
Directra Overseas Services Inc. Nominee company = =
FRREL
Directra Services Limited Nominee company - -
RERELQR
EA Securities Limited Investment holding - (62)
REER
East Asia Corporate Services (BVI) Limited Registered agent and trustee services 34 33
AR RAEFEART
East Asia Corporate Services (Nominees) Ltd. Nominee director/shareholder - -
B3/ REREA
East Asia Financial Services (BVI) Ltd. Investment holding 1 1
REZER
East Asia Futures Limited Futures and options trading 60 59
REHEERAR ek BERS
East Asia Indonesian Holdings Limited Investment holding 130 113
REER
East Asia International Trustees Holdings (BVI) Investment holding 10 10
Limited REER
East Asia International Trustees Limited Trustee services 17 15
EREARTS
East Asia Properties Holding Company Limited Investment holding 5 (82)
ROMERRER AR REZER
East Asia Property Agency Company Limited Property agency 10 10
ROMEREERAA MERIE
East Asia Property Holdings (Jersey) Limited Property holding 82 (5)

ESSE]
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Name of company

DRER

East Asia Property Management (China) Limited

REMEER(FR)BRAA

East Asia Property Management (Guangzhou)

Limited
REMEER(BMN)ARAR
East Asia Secretaries (BVI) Limited
East Asia Secretaries Limited
REWEFRADA
East Asia Securities Company Limited
REEHFARAOR
East Asia Strategic Holdings Limited
Eglantine Investments Limited
Elemen Limited
Epsilon Registration Services Sdn. Bhd.

Equity Trustee Limited

Essex Nominees Limited

Evatthouse Corporate Services Pte. Ltd.

Far East Bank Nominees Limited

Fortra Services Limited

FTG Nominees Limited

Gainsville Limited

Gladwood Limited

Global Success Ltd.

Gold Arch Sdn Bhd

Golden Cow Global Limited

Nature of business

RBME

Property management
MEER

Property management

MEER

Investment holding
REER

Secretarial services
WE RS

Securities broking
EHEE

Investment holding
REZER

Investment holding
REER

Nominee shareholder
ELEZIN

Dormant

TES

Trustee

57

Nominee director/shareholder
B REAEA
Corporate secretarial and advisory services
SENBIRIWE KRG
In liquidation
#NERERF
Nominee company
RARELA
Dormant

TES

Nominee shareholder
PRERRBA

Nominee director
BERBA
Investment holding
REER

Dormant

EE)

Nominee services

R E RS

KECHETMBER(E)

Total assets Total equity
BELR BRERERETE

HKS Mn BB EEI  HKS Mn BB EET
1 ®

2 2

594 594

1,031 631

418 418

15 5
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION (CONTINUED)
AEBERHRUBEN(E)

(1) CAPITAL ADEQUACY (CONTINUED) BANF = (@)

Name of company Nature of business Total assets Total equity
NEEE EHME BEAR BREREzR AT

HKS Mn BB BEE&ET  HKS Mn BEEET

Golden Empire International Inc.

Property investment

MERE

Golden Properties Finance Ltd. Mortgage financing = =
gl

Golden Queen International Ltd. Property investment - -
MERE

Grimma Company Limited

Nominee company

XARERT

High Town Limited Investment holding 4 4
REZER

ICEA Capital Limited Corporate finance advisory and 70 70

underwriting services

THRTHMERRAR ERE AR BIHERSG

ICIS China (HK) Co Limited Name reservation service - -
TR AR BHEIR

International Holdings Corporation Trust related services - -
EEARRARS

Kaliwood Corporation Nominee director/shareholder = =
B /REREA

Keen Sight Development Limited Investment holding 203 203
REER

Leader One Limited Investment holding 18 =
REERR

Linkwall Investments Limited Trustee - -

FEREBEBRAF E7EMR%

Maccabee (Nominees) Limited Nominee director - -
BFEREA

Mache Holdings Limited 