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CORPORATE PROFILE
& 17 i@ 5t

Our Mission

We at BEA strive to provide best in class financial

services, always demanding the highest standard of

T A2 =
AN B 7/

professionalism and integrity of ourselves. With a

commitment to quality of service, we focus on satisfying
customer needs. We aim to grow, together with our
customers, our shareholders and our colleagues.

REFTIBNRERSBNERERS - BTHRSZEXNHREE
A - RIVEHERESRBER  HHORERFZEE - WHEE
F-RR - BTHIKTERBRE -

Incorporated in 1918, The Bank of East Asia (“BEA") is dedicated
to helping its customers grow and prosper through the provision of
quality banking and financial services. BEA is Hong Kong'’s largest
independent local bank, with 87 branches, 57 SupremeGold Centres,
and 3 i-Financial Centres throughout the city.

Total consolidated assets amounted to HK$534.2 billion (US$68.7
billion) as of 31st December, 2010. Listed on The Stock Exchange of
Hong Kong, the Bank is one of the constituent stocks of the Hang
Seng Index.

With more than 90 outlets on the Mainland, BEA and its wholly-
owned subsidiary — The Bank of East Asia (China) Limited operate
one of the most extensive networks of any foreign bank in China.
Overseas, the Bank maintains an active presence in North America,
the United Kingdom, and Southeast Asia, with more than 200 outlets
and over 11,000 employees worldwide.

BEA delivers comprehensive commercial and retail banking, financial,
and insurance services through its Corporate Banking, Personal
Banking, Wealth Management, Insurance & Retirement Benefits,
Treasury Markets, China, and International divisions. Products and
services include syndication loans, trade finance, deposit-taking,
foreign currency savings, remittances, mortgage loans, consumer
loans, credit cards, Cyberbanking, retail investment and wealth
management services, foreign exchange margin trading, Mandatory
Provident Fund services, and general and life insurance.

The BEA Group's subsidiaries further enhance BEA's total offering,
ensuring the delivery of customised, total solutions that 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 leading professional provider of integrated
business, corporate, and investor services in Asia, Tricor Group helps
clients build their businesses by offering outsourced expertise in
business support functions.

Going forward, BEA will continue to strengthen its customer
relationships and explore new business opportunities in Hong Kong,
Mainland China, and around the world.
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FINANCIAL HIGHLIGHTS
Bt %5 il =

Profitability ZFIg&h

Total operating income
WA BFE 11,126 10,188 +9.2

Profit attributable to owners of the parent
Al EREN AR ERER T 4,224 2,604* +62.2

Balance Sheet Strength EE& @ik

Advances to customers

EFER 297,044 247,654 +19.9
Total consolidated assets

EBERE 534,193 434,082 +23.1
Total deposits

FR4azsa 425,419 345,340 +23.2
Total equity

fRER AR5 48,643 39,735* +22.4
Earnings Per Share and Dividends Per Share

BREANRERKE

Basic earnings

BERAEF HK$1.92 HK$1.39* +38.1
Dividends

iz 2 HK$0.94 HK$0.76 +23.7

Key Ratios X Ett =

Loan to deposit ratio
BB FRL 69.8% 71.7%

Impaired loan ratio
MEE & 0.5% 1.0%

Average liquidity ratio
FHREE R LR 44.9% 43.3%

Capital adequacy ratio

BARFRLE 13.2% 13.3%

* Restated due to changes in accounting policies.

* HEERREE HER
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FIVE-YEAR FINANCIAL SUMMARY
SEMBEBE

TOTAL EQUITY REREXREEE
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BYEET
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FIVE-YEAR FINANCIAL SUMMARY (CONTINUED)
SEMBHE (F)

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

AR BN EE R FEF
HK$ Million
EMEET
4,200% 4,224
4,000
3,500 3,456+
3,000
2,604*
2,500
2,000
1,500
1,000
500
1
2006 2007 2008 2009 2010

FIVE-YEAR COMPARISON 5 FLE &

Total equity . . . .

F B A ok B 5 27,742 30,616 32,669 39,735 48,643
Customer deposits

TEF 209,524 284,186 323,802 342,528 419,833
Certificate of deposit issued

BRITERE P 6,999 12,165 5,491 2,812 5,586
Advances to customers

EEEZ 166,178 218,184 230,339 247,654 297,044
Total consolidated assets

%%é’ﬁ%%@%ﬁ 294,202 393,979 415,368* 434,082 534,193
Loan to deposit ratio

refiniieipls 77% 74% 70% 72% 70%
Profit attributable to

owners of the parent 3,456* 4,200* 11%* 2,604* 4,224
Al 5B AN SR B AR AR 4 A

Earnings per share*

gﬁﬁ@gﬂa HK$2.05* HK$2.44* HK$0.01* HK$1.39* HK$1.92

Divi hare*
A eI HK$1.33 HK$1.51 HK$0.23 HK$0.76 HK$0.94

* Restated due to changes in accounting policies.

* HEE R EE HEFR
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I am very pleased to report that The Bank of East
Asia Group (“BEA Group”) delivered a record-setting
performance in 2010. The Bank earned a record profit
after tax of HK$4,303 million, HK$1,626 million, or
60.8%), higher than the HK$2,677 million earned in
2009. Basic earnings per share reached HK$1.92. Return
on average assets and return on average equity were 0.9%
and 10.1%, respectively.

The Directors have proposed a final dividend of HK$0.56 per
share. Together with the interim dividend of HK$0.38 per
share paid in September 2010, the proposed dividend for
the full year is HK$0.94 per share. This is 23.7% more than
the total dividend of HK$0.76 per share for the year 20009.

The new profit record demonstrates the strength of the
BEA Group’s recovery following the financial crisis and
marks a return to the record-setting pace that we delivered
prior to 2008. The Bank also achieved new heights in total
assets, total loans outstanding and total deposits.

Our record-setting performance has been built on our
success in combining the twin strengths of our established
Hong Kong base and our growing Mainland franchise.
The Bank of East Asia (China) Limited, (“BEA China"), our
wholly-owned subsidiary bank on the Mainland, is now
a major source of business referrals for the rest of the
Group, especially in the area of corporate lending, trade
finance and wealth management. Ever-closer economic
integration between Hong Kong and the Mainland will
continue to be a source of new business opportunities for
the BEA Group, as we are well-positioned to capture the
growing demand from Mainland Chinese clients.

Both our lending and fee-based businesses registered
strong growth in 2010. Net interest income rose by 11.8%
to HK$7,543 million, while net fee and commission
income rose by 30.1% to HK$2,942 million. Our Hong
Kong lending business was particularly strong, with
loans and advances increasing by 32.7% year on year.
Good performance was recorded across the board, from
personal finance to small and medium enterprise lending
to corporate and syndicated loans. The rise in net fee and
commission income was mainly due to increases in trade
finance business, sale of treasury products and securities
and brokerage turnover.

We held net interest margin stable — despite record-low
market interest rates — by carefully managing our loan
and debt portfolios to produce higher yields. Impaired
loan ratio fell to 0.5% for the Group, as global economies
stabilised and the prudent measures we employed to
safeguard against bad and doubtful loans bore fruit.

Dr. the Hon. Sir David LI Kwok-po
Chairman & Chief Executive
FEFITBADH

FRESLT
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During the past year, BEA China focused on attracting
stable and low-cost deposits while steadily expanding
its loan book in order to build a sustainable business for
the long term. Total advances to customers and deposits
increased by 10.9% and 40.4% respectively, year on year,
resulting in a loan-to-deposit ratio of 77.9% as of the end
of 2010. We are confident that we will achieve a loan
to deposit ratio of below 75% by the end of 2011, the
deadline set by the China Banking Regulatory Commission.

We continued to expand our Mainland network
aggressively in 2010. BEA China opened two full
branches, in Suzhou and Zhengzhou, and 16 sub-
branches. In December, the parent bank, the Bank of
East Asia (“BEA"), inaugurated the BEA Group’s first rural
bank, in Fuping County, Weinan City, Shaanxi Province. At
the end of 2010, the Group operated a total of 94 outlets
in 28 cities on the Mainland, one of the largest Mainland
franchises held by any foreign bank.

Following the completion of our disposal of a 70%
interest in The Bank of East Asia (Canada) in January
2010, on 23rd January, 2011, we further announced that
we had entered into a share sale and purchase agreement
with Industrial and Commercial Bank of China (“ICBC")
regarding our wholly owned subsidiary in the United
States, The Bank of East Asia (U.S.A.) N.A. (“"BEA USA").
Under the latest agreement, BEA will sell an 80% stake
in BEA USA to ICBC, conditional upon obtaining approval
from the relevant regulatory authorities.

We believe that the above transactions are consistent with
our strategy to concentrate our resources on developing
our Greater China business, where we see the most
potential. By retaining our two federal branches in New
York and Los Angeles, as well as our minority interests in
Industrial and Commercial Bank of China (Canada) and
BEA USA, we will continue to participate in the wholesale
market in the United States and benefit from the upside
from our minority investments.

The solid performance of the Hong Kong and Mainland
economies in 2010 has once again highlighted the value
inherent in the Bank’s long-term commitment to these
markets. With the further liberalisation of the Renminbi
and the growing diversity of Renminbi related products
and services, the BEA Group is in a unique position to
serve the growing needs of our customers through our
extensive network and experience in Hong Kong and on
the Mainland. We will continue to develop our unique
advantage in this area in 2011 and beyond, and look
forward to improving our services year after year.

| take the pleasure in thanking my Board of Directors at
BEA and the directors of our subsidiaries and associated
companies for their strong governance and invaluable
advice during the past year, and for their guidance in
establishing our strategic direction. | would also like to
thank the management team and staff at BEA for their
hard work, dedication and proficiency, as any success
we achieve comes as a result of their ability and their
effort. Lastly, | would like to thank our shareholders and
customers for their long-standing loyalty and support.

Dr. William Mong Man-wai, a Director of this Bank since
1995, passed away on 21st July, 2010. The late Dr.
Mong served the Board with distinction for more than
15 years, and the Directors, Management and staff of
BEA are deeply saddened at his passing. He had been a
great asset to the Board and to the Bank Group, and his
wise counsel, guidance and valuable contributions will be
sorely missed.

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 15th February, 2011
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REPORT OF THE CHIEF EXECUTIVE

AND SENIOR MANAGEMENT

FINANCIAL REVIEW

Financial Performance

For the year 2010, the Group achieved a record high
profit after tax of HK$4,303 million, representing an
increase of HK$1,626 million or 60.8%, compared to the
HK$2,677 million earned in 2009. Basic earnings per
share were HK$1.92. Return on average assets and return
on average equity were 0.9% and 10.1%, respectively.

As a result of strong growth in the loan and debt portfolios
in 2010, the Group’s net interest income increased by
HK$796 million, or 11.8%, to HK$7,543 million. Net fee
and commission income increased by HK$680 million,
or 30.1%, to HK$2,942 million, while total non-interest
income increased by HK$142 million, or 4.1%.

Operating expenses were 12.6% higher than the previous
year, as the Group continued to invest in support of
future growth. The cost-to-income ratio rose slightly to
62.0% in 2010.

Operating profit before impairment losses was HK$4,222
million, an increase of HK$163 million, or 4.0%, as
compared with 2009.

The charge for impairment losses on loans and advances
decreased by HK$820 million, or 74.2%, to HK$285
million, reflecting the improving credit quality amid the
stronger economic environment, as well as the Bank’s
effort to manage credit risk. Total impairment losses
decreased by HK$835 million, or 73.1%.

Operating profit after impairment losses was HK$3,916
million, an increase of 34.2%, or HK$998 million.

In January 2010, BEA completed the disposal of a 70%
interest in a banking subsidiary in Canada and recorded a
net profit of HK$230 million.

Net profit on disposal of available-for-sale financial
assets increased to HK$234 million. Valuation gain on
investment properties amounted to HK$426 million as a
result of the buoyant property market. Due to the strong
performance of associates, the Group shared after-tax
profits from associates of HK$341 million.

After accounting for income taxes, profit after taxation
rose sharply to HK$4,303 million, 60.8% higher than
the HK$2,677 million recorded the previous year. Profit
attributable to owners of the parent rose to HK$4,224
million, an increase of 62.2%.

Financial Position

Total consolidated assets of the Group stood at
HK$534,193 million at the end of 2010, an increase of
23.1% over the HK$434,082 million at the end of 2009.
Gross advances to customers increased by 19.9% to
HK$297,044 million. Total equity increased to HK$48,643
million, up 22.4%.

Total deposits grew by 23.2% to HK$425,419 million,
while total deposits from customers rose by 22.6% to
HK$419,833 million. Demand deposits and current
account balances increased by HK$13,319 million, or
28.7%, compared to the balance at year-end 2009.
Savings deposits increased to HK$82,366 million,
an increase of 0.8%, while time deposits increased
to HK$277,768 million, an increase of 29.5% when
compared with the previous year-end position.

After taking into account all certificates of deposit issued,
the loan-to-deposit ratio was 69.8% at the end of
December 2010, 1.9 percentage points lower than the
71.7% reported at the end of 2009.

During 2010, BEA issued HKD and USD fixed rate
certificates of deposit with a face value of HK$1,096
million and US$94.4 million respectively; HKD and USD
floating rate certificates of deposit with a face value
of HK$50 million and US$60 million respectively; and
HKD and USD zero coupon certificates of deposit with
a face value of HK$1,520 million and US$32.25 million
respectively. The Bank redeemed a quantity of certificates
of deposit amounting to HK$1,408 million equivalent
upon maturity.

At the end of December 2010, the face value of the
outstanding certificates of deposit issued was HK$5,705
million, with a carrying amount equal to HK$5,586 million.
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REPORT OF THE CHIEF EXECUTIVE AND SENIOR MANAGEMENT (CONTINUED)

Maturity Profile of Certificates of Deposit Issued
As at 31st December, 2010
(All expressed in millions of dollars)

Total Year of Maturity
Currency Face Value 2011 2012 2013 2014 2015

Floating Rate Certificates of Deposit

Issued in 2009 HKD 150 150
Issued in 2010 HKD 50 50
Issued in 2008 usb 30 30
Issued in 2010 usb 60 20 40
Fixed Rate Certificates of Deposit (Note)
Issued in 2010 HKD 1,096 130 535 431
Issued in 2008 usD 15 15
Issued in 2010 usD 94 94
Zero Coupon Certificates of Deposit
Issued in 2010 HKD 1,520 1,520
Issued in 2007 usb 140 40 50 50
Issued in 2010 usb 32 32
Total Certificates of Deposit issued in
HKD equivalent 5,705 3,184 690 622 389 820
Note:

Associated interest rate swaps have been entered for long term Fixed Rate Certificates of Deposit

During 2010, BEA issued USD loan capital with a face value of US$600 million and redeemed a quantity of loan capital
amounting to US$550 million which was issued in 2005.

At the end of December 2010, the face value of the outstanding loan capital issued was HK$12,937 million equivalent,
with a carrying amount equal to HK$12,693 million.

Maturity Profile of Loan Capital
As at 31st December, 2010
(All expressed in millions of dollars)

Total Year of Maturity
Currency Face Value 2017 2020 Perpetual
Issued in 2007 Note 1 GBP 300 300
Issued in 2007 Note 2 usD 600 600
Issued in 2010 usD 600 600
Total Loan Capital issued in
HKD equivalent 12,937 4,664 4,664 3,609

Notes:
1. Callable on 21st March, 2012 and on each interest payment date thereafter
2. Callable on 22nd June, 2012
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The Bank has established comprehensive risk
management procedures in line with the requirements
set out by the Hong Kong Monetary Authority to identify,
measure, monitor, control and report the various types
of risk that the Bank faces, including credit risk, market
risk, liquidity risk and operational risk, and, where
appropriate, to allocate capital against those risks. All risk
management policies have been approved by the Board
of Directors, and risk management mechanisms have
been established at different levels throughout the Group.
This is supplemented by active management involvement,
effective internal controls and comprehensive audits.

The risk management mechanisms are built around
a centralised framework and incorporate 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 formulation of policies, risk assessment, setting
up of procedures and control limits, ongoing monitoring
for observance, etc., before the same are reported
via the Risk Management Committee to the Board of
Directors so as to ensure compliance with Bank policies,
and legal and regulatory requirements in Hong Kong,
China and overseas.

OPERATIONS REVIEW

The Hong Kong economy rebounded quickly in 2010
on the back of healthy consumer demand and strong
export growth. A low interest rate environment
prevailed as advanced economies worldwide maintained
accommodative monetary policies, stimulating the already
heated Hong Kong asset market. Residential property
prices surged by 20.1% in 2010. The total value of
outstanding Hong Kong dollar loans had grown 17.6% in
2010. Capitalising on this strong recovery, BEA recorded
solid growth in both advances and deposits for the year
ended 31st December, 2010.

Driven by strong exports, Mainland China’s economic
growth accelerated to 10.3% in 2010. As exports
rebounded and global financial market stabilised, the
Renminbi (“RMB") has appreciated gradually from June
2010 onwards. Meanwhile, rising property prices and the
re-emergence of inflation prompted the People’s Bank of
China (“PBOC") to tighten credit conditions by raising the
deposit reserve ratio and interest rates.

Despite these tightening measures, The Bank of East
Asia (China) Limited (“BEA China”) — BEA’s wholly-
owned subsidiary bank on the Mainland — successfully
maintained steady and balanced growth in both loans
and deposits in 2010.

Leveraging business opportunities arising from the
Mainland government’s relaxation of cross-boundary RMB
transactions, the BEA Group launched a series of new
RMB banking services, including cross-boundary trade
finance, deposits and loans, exchange and remittances to
accommodate the diverse needs of its customers.
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Recognition

In 2010, BEA and other Group members received
numerous awards for product and service excellence.
These included:

e “2010 Best SME’'s Partner Award” organised by The
Hong Kong Chamber of Small and Medium Business
Limited (BEA has won this award for three consecutive
years);

e Visa's “Innovation Achievement Award” and “Silver
Award” for the Largest Merchant Sales Volume
Growth;

e MasterCard’s “Best Premium Card Programme
Launched in 2009 Award” for BEA World MasterCard;
and

e [Fast Week magazine's “Greater China Super Brands
Award 2010” and “Banking: Hong Kong-China Best
Connected Service Award” (as part of the Hong Kong
Services Awards 2010).

Meanwhile, BEA China won the following awards:

e “Best Private Banking Brand among Foreign Banks
in China” by the 217st Century Business Herald in its
2009 Golden-Shell Award of Finance programme;

|, BEAhaswon the “Best SME's Partner Award”
ERTa three years in a row.
i'l. ke = = > Y =
)5 ;ﬁr o) RDRTEEIFERET/IACEEEARAR
MBEE (2010 Fr/MPEFZEMELR] -

“Most Promising Product/Service Brand” by the
Internet Society of China at the 2010 China Internet
Conference;

“2010 Most Honourable Foreign Bank in China” by
Money Weekly; and

“Most Trustworthy Financial Management Services
Brand Nominated by Internet Users in 2010"
by SOHU.com during the SOHU 2010 Financial
Management Network Festival.

Other subsidiaries that received recognition for their
outstanding performance in 2010 include:

The Bank received industry recognition from Visa and
MasterCard for its card services.

ATEENERRRY - BER Visa R EF=RBRMAMERT

Bank of East Asia (Trustees) Limited (“BEA Trustees”) —
“CAPITAL Merit of MPF Achievement Award” as part
of the CAPITAL Merits of Achievements in Banking
and Finance 2010 award programme; and

Blue Cross (Asia-Pacific) Insurance Limited (“Blue
Cross”) — “"The Most Favorite Travel Insurance
Company Award 2010”, from Weekend Weekly
magazine (for the sixth consecutive year) and “Pro
Choice Award 2010 — Medical & General Insurance”,
from CAPITAL WEEKLY magazine (for the second
consecutive year).

BEA won East Week’s " Greater China Super Brands
Award 2010" for its brand’s outperformance in the market.

TR CREATI) B3 [ KPR EEFmEALE 2010] -
EREAEARPERNIGZ MEES o
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Blue Cross was recognised by Weekend Weekly
magazine and Capital Weekly magazine for its
excellent brand equity and strong market position.

BEA China garnered awards for its outstanding performance and ET¥E <<¥ME§/H£H/>>H& <<;§ZKE§3@>> %fgﬁlji_ '
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“Most Trustworthy Financial
Management Services Brand”
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i
“Best Private Banking Brand
among Foreign Banks in China” |
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BEA Trustees won the “CAPITAL Merit

of MPF Achievement Award” for its

“Most Promising Product/Service Brand” exceptional performance.
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Business — Hong Kong

As of 31st December, 2010, BEA's total advances to
customers increased by 32.7% while customer deposits
grew by 15.7% compared to the figures reported at the
end of 2009.

Corporate and Commercial Banking

BEA's corporate and commercial loan business continued
to expand in the second half of 2010, and the loan
balance finished the year up 36% compared to the end
of 2009. This strong loan growth was delivered while
maintaining both pricing and stringent control over credit
risk. The impairment loss on the Bank’s corporate and
commercial loan portfolio fell compared to the previous
year, and was at a very low level by the end of 2010.

Strong demand by Mainland enterprises for offshore
financing was a key factor driving loan and trade finance
growth. Business channelled via BEA China accounted for
24% of the Bank’s corporate and commercial loan and
trade finance portfolio at the end of 2010. This demand
also facilitated sale of the Bank’s treasury products,
contributing to fee income.

Demand from corporate customers for syndication
facilities to meet project financing and general funding
requirements also saw a strong rise. This further
strengthened the Bank’s already active presence in this
market, with the Bank’s syndicated loan portfolio surging
by 57% year on year.

BEA's customised credit packages designed for the specific
needs of small and medium-sized enterprise (“SME")
clients continued to be well-received in the market. BEA's
equipment loan and vehicle loan portfolios both achieved
healthy growth of about 18% in 2010. The Business
Ready Cash programme also proved highly successful
during the year, with the loan portfolio balance nearly
doubling year on year on the back of strong demand
from SMEs for clean loans.

BEA was also an active participant in the Special Loan
Guarantee Scheme (“SpGS”). Backed by the Hong Kong
Government, this programme proved very popular among
SME customers. Following the expiry of the SpGS at the
end of 2010, BEA will continue to assist SME customers
by supporting the new SME Financing Guarantee Scheme,
which was launched by the Hong Kong Mortgage
Corporation on 1st January, 2011.

Riding on the vibrant local stock market in 2010, BEA
continued to participate actively in the stagging loan
business and acted as a receiving bank for 15 initial public
offering projects during the year.

In January 2010, BEA rolled out its re-designed Corporate
Cyberbanking website, introducing a wide range of new
features and value-added services for customers. These
included a Transaction Centre Calendar, which provides
a convenient summary of all completed and scheduled
transactions by date, and makes it simple to schedule
future payments and transfers.

Strong demand by Mainland enterprises for offshore
financing boosted BEA's loan and trade finance growth.
At HBE R EMRDF R - TEARITHERM
HOmMARBEE -
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BEA offered a wide range of RMB banking services to its
corporate clients to facilitate their business growth.
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The re-designed Corporate Cyberbanking website gave the
Bank’s corporate clients enhanced financial flexibility.
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Retail Banking

The Branch Rationalisation Programme remains a priority
of the Personal Banking Division, and during 2010 the
Bank opened five new SupremeGold Centres located at
Whampoa Garden, Cheung Sha Wan Plaza, East Point
City, Kowloon City, and Olympian City branches, and
closed four branches and one SupremeGold Centre.
To enhance its presence in the Tsim Sha Tsui district,
Jordan Branch was relocated to the iISQUARE shopping
complex and renamed iSQUARE Branch. As of the end
of December 2010, BEA operated a total of 86 branches
and 55 SupremeGold Centres in Hong Kong. To increase
customer access to its services, BEA launched the
i-Financial Centre, a new banking channel with extended
service hours. The Bank opened its first three Centres
on 6th January, 2011. Located at prominent locations
in Hong Kong, these centres provide both manned and
automated banking services, as well as a video link to an
offsite representative. BEA plans to open more i-Financial
Centres in the year ahead.

i _ E ]

PN § BEARTRG

To acquire new retail banking customers and attract
new Hong Kong dollar and RMB funds, BEA launched a
number of marketing programmes in 2010 for integrated
account and time deposit customers. The response to
these programmes was overwhelming; the Bank achieved
double-digit growth in both total deposits and the
number of new integrated accounts opened in 2010.

To enable customers to benefit from its strength in Hong
Kong and the Mainland, BEA implemented a variety of
flexible marketing initiatives. For example, customers
of Hong Kong-based SupremeGold Accounts were also
allowed to enjoy banking services, SupremeGold Centre
facilities, fee waivers, and preferential exchange rates
on the Mainland, and vice versa for Mainland-based
SupremeGold customers.

BEA met the growing demand for easy access to RMB
cash in Hong Kong by introducing RMB cash withdrawal
services at selected BEA ATM locations. Starting from
October 2010, customers were also able to conveniently
set up and enquire about RMB standing instructions
including money exchange and remittances to the
Mainland via Cyberbanking’s internet channel.

- | ) BEARTIRG

BEA extended its reach to commercial and retail customers in Cheung Sha Wan
with the opening of its Cheung Sha Wan Plaza Branch and SupremeGold Centre.
FRR RPEBSHTEREEMHL - RREANEEPRZERFPRMHEE
FRITARTS ©

i-Financial Centre’s innovative “i-Teller” allows customers to connect with the Bank’s
customer service representatives via video call.

i-IRFRORAEIFTH “i-Teller” fRT% - MEPAIFIMRERM  HBAREEHRITRS °
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SupremeGold customers in Hong Kong were also invited
to a number of exclusive events throughout the year.
Investment seminars gave customers an opportunity
to learn from industry experts and representatives
from world-class fund houses. To further strengthen its
customer relationships, the Bank also hosted a wine-
tasting event for SupremeGold customers.

Despite intensifying competition in the mortgage market,
BEA achieved strong growth in its mortgage business in
2010. During the year, BEA's residential mortgage loan
portfolio expanded by 14.7%. As a result of its strong
performance, the Bank remained among the top five
banks in Hong Kong in terms of new mortgage loan
originations.

BEA's “$1 Protection Plus” mortgage plan, which bundled
mortgage loans with the Bank’s insurance products and
a "U Care” health check-up plan, was well received by
customers following its launch in July 2010. The Bank
also participated in the Mortgage Fair at Lok Fu Shopping
Centre for property available under the Surplus Home
Ownership Scheme Flat Phase 6 in August 2010, and the
HKMC's Premium Loan Guarantee Scheme in September.

BEA's economic and market outlook seminar was well attended by customers in need

of information to develop their business and investment plans.
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Credit card receivables recorded a double-digit rise, as
promotions to encourage card spending and frequent
usage proved highly effective. A wide range of
promotional programmes, particularly in regard to dining
and entertainment, were conducted. These included
year-round offers at restaurants and cinemas, dining
promotions at renowned restaurant chains, and exclusive
priority booking service for pop concerts. The Bank’s
merchant business achieved growth of more than 20%
in sales volume year on year, which was well above the
market average.

Improved economic conditions and consumer confidence
enabled BEA to adopt a more aggressive marketing
strategy to broaden its customer base and expand
its market share in the consumer lending business.
Competitive pricing and attractive rewards helped the
Bank boost response rates. In particular, BEA's 2010 Tax
Loan programme received overwhelming response from
customers, and outperformed comparable programmes
in the market. The Bank’s consumer lending business
recorded a 40% rise in the total loan balance compared
to the previous year.
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BEA's Tax Loan Programme for personal
customers outperformed comparable
programmes in the market.
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promotional offers for BEA Credit [ r———

Card customers contributed to
double-digit growth in credit
card receivables.
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To extend its reach into the market, BEA rolled out a
number of innovative products and services, including an
application for the growing iPhone user base in August
2010. In addition to providing customers with convenient
access to banking and financial services, the application
offers useful features such as a BEA branch and ATM
locator and information on the latest BEA Credit Card
offers. In November 2010, the mobile application was
further extended to the Android platform.

Through the introduction of value-added services and
enhancements, BEA recorded steady growth in the
number of registered Cyberbanking users in 2010. The
Bank will continue to focus on increasing adoption rates
and usage, as well as on directing banking activity to
electronic channels to improve service efficiency.

BEA's retail banking marketing activities in 2010 included
the implementation of targeted e-marketing campaigns
to help build brand awareness and encourage greater
usage. These included an online game and a game for
iPhone users, which were both well received by the
market and enabled the Bank to project a more youth-
oriented image.

Insurance and MPF Services

In 2010, BEA Life Limited (“BEA Life") registered double-
digit growth, year on year, in new premium income for
its life insurance business. Capitalising on the strong
consumer appetite for short-term savings products with
guaranteed returns, BEA Life launched the second series
of its 2-Year Fast Savings Insurance plan and a new
RMB-denominated life insurance plan, SmartSaver RMB
Insurance, in February and July 2010, respectively. To meet
continued demand, the Bank re-introduced SmartSaver
RMB Insurance for a second time in September 2010.
Offered for limited sales periods, both plans were the
most popular life insurance products sold at BEA branches
in 2010, accounting for approximately 70% of the total
new premium income during the year.

New applications and features enhanced the
customer mobile banking experience.

AAT R ENIE B SR AT 0 FE AR A2 AR AS AN N
¥R - AR P E S MR ENIBA R o




BE—SHRMISHEL - RERITE2010F RS
T E@ARE - HPBIETE8 AH LA iPhone AR
=, AIATENE A iPhone FIF B © A FRERS R IE
BB E R ARIT RIEM AR - AR - iPhone FERER
BEESATESTTNESES RS HINEE + M RIEH
RERITEARNSHERENS  HFEMER - UE®
B IRES BRI AL 2010 4F 11 AL ZE Android B ENE
EEE .

MRAITHE FHEBRITREMA TR ERE LR
B BREANEPABEFARY LT - NMTSHRESR
IREREPHNERR  WESREZHRITRBEL =
MEFRERME - WE—TRIREUE -

AT MEANAERINEERR - AT 2010EHEH T
BEUABFEBRINTERTMSHERLE - HheH
LEEEA iPhone F B RIS RR T HEUE - BBIATTHE
FEFEHNER -

(W] RErD

L]
5 oare

[wmi 28
T TaE

| i p g 1

ey

) m;p.-mﬂ":

The Bank introduced a wide range of insurance products
to meet the diverse needs of its customers.
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REPORT OF THE CHIEF EXECUTIVE AND SENIOR MANAGEMENT (CONTINUED)

Blue Cross recorded a 10% rise in premium income,
year on year, supported by healthy growth in medical
insurance business, which jumped by 15% compared to
the end of 2009.

A pioneer in the medical and travel insurance industries,
Blue Cross provides a wide array of innovative general
insurance products to meet the diverse needs of its
clients. In November 2010, the Company introduced
Hong Kong’s first short-term medical insurance plan,
the Job Changer Medical Insurance plan. This 6-month
medical insurance plan offers comprehensive in-patient
coverage against illness and accident for individuals who
are between jobs, or employed but under probation
without medical coverage.

In December 2010, Blue Cross extended travel insurance
coverage to include all levels of Outbound Travel Alerts
issued by the Security Bureau of the Hong Kong SAR
Government. The Company also introduced the Trauma
Counselling Benefit to its travel insurance plan. This
coverage offers psychological counselling to assist
recovery from a serious accident or incident during a
journey.

BEA Trustees enjoyed a highly successful year, with more
than 74,000 new members joining the BEA MPF schemes
managed by the Company. In 2010, the total number of
members under the BEA MPF Schemes grew to more than
480,000, with total assets under management exceeding
HK$13 billion.

The BEA (MPF) Industry Scheme had a market share of
more than 60% in terms of total assets among industry
schemes in Hong Kong as of 30th September, 2010. In
November 2010, the Mandatory Provident Fund Schemes
Authority granted BEA Trustees approval to administer the
BEA (MPF) Industry Scheme for a further ten years with
effect from 1st December, 2010.

BEA Trustees launched two new constituent funds under
each of its BEA (MPF) Master Trust Scheme and BEA
(MPF) Industry Scheme in January 2010, bringing the
total number of funds it offers to 18. These new funds
will enhance BEA's competitive position in the market by
offering MPF members a wider selection of funds.

BEA Trustees launched a Dual Rewards Promotional
Programme in the fourth quarter of 2010, encouraging
new and existing MPF customers to transfer accrued
benefits from other MPF accounts they held with
previous employers and other MPF service providers to
the BEA (MPF) Master Trust Scheme. By consolidating
MPF contributions under one account in BEA's MPF
scheme, customers can manage their accrued benefits
more effectively. A total of HK$17 million assets were
transferred into the Company’s MPF scheme up to 31st
December, 2010.

+%
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Blue Cross introduced the first-ever Job Changer Medical
Insurance plan in Hong Kong to enable people between
jobs and their families to enjoy protection during the
“No-Medical-Cover Period”.
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Blue Cross was the first insurance provider to extend travel coverage in response to
the new Outbound Travel Alert System, giving travellers greater peace of mind.
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Investment Services

Anticipating greater demand for RMB-denominated
investment products following the liberalisation of RMB-
related financial services in Hong Kong, BEA enhanced its
investment product universe in 2010 by offering a variety
of products that aimed to provide higher returns than
could be anticipated through RMB appreciation alone.

The stronger macro-economic conditions in the second
half of 2010 resulted in an improved climate for
investment services, and structured products recorded
growth of over 30% in terms of fee income year
on year. BEA moved quickly to capture demand for
RMB-denominated products, and introduced its first
offshore structured RMB investment product, the RMB-
denominated linked deposit series, in July 2010. Since
then, the Bank has launched a total of nine series of RMB
Capital-Protected deposits. In addition, BEA introduced
a RMB Non-Capital Guaranteed interest and exchange
rate linked deposit in late October, further broadening its
product range. BEA also actively participated as a placing
bank in all retail RMB bond offerings issued in Hong Kong
during 2010.

The Bank’s strong position in investment services was
recognised with BEA being the first bank in Hong Kong
to receive approval from the regulator to offer Equity
Linked Deposit products under the newly issued "Code of
Unlisted Structured Investment Product”.

The mutual fund business revived in 2010 as investors
sought out investments that would benefit from the
economic recovery in the low deposit-interest-rate
environment. As a result, BEA's mutual funds sales nearly
doubled in 2010, with a 40% increase in terms of fund
assets under custody.

The Bank also served as one of the sales channels for
products launched by BEA Union Investment Management
Limited (“BEA Union Investment”), including the BEA
Union Investment China A-Share Equity Fund. This Fund
was launched in April 2010, targeted at Private Banking
customers, and became available to a larger segment of
BEA's customer base in November 2010.

Private Banking and Trust & Fiduciary Services

In response to customers’ concerns about market
uncertainty and their preference for more conservative
investment products, BEA's Private Banking Department
adopted a cautious stance in 2010 and offered a
range of products that featured simpler structures and
carried lower risk. The overall objectives remained risk
management and asset diversification, the latter being of
particular interest to Mainland clients holding assets and/
or seeking residency status in Hong Kong. By following
appropriate strategies, Private Banking exceeded
expectations in 2010, with assets under management
growing by 22%, year on year.

Growing affluence on the Mainland contributed to Private
Banking’s significant growth. Business generated by eligible
Mainland customers has grown rapidly and accounted
for roughly 20% of BEA's Private Banking business, and is
expected to further increase. Riding on the Bank's extensive
network on the Mainland, Private Banking continued to
focus on delivering greater value services to clients, taking
advantage of cross-boundary opportunities.

Private Banking invested in its risk management and
internal control systems, to improve efficiency and further
enhance services to customers. Staff education was also
a priority, to ensure that staff members kept abreast of
market developments and regulatory requirements.
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The BEA Union Investment China A-Share Equity Fund helps
retail investors, professional investors, and institutional clients
achieve potential capital growth.
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To effectively meet the trust and estate planning needs of
the Bank’s high net worth clients in Hong Kong and on
the Mainland, the Trusts & Fiduciary Services Department
was restructured and placed under the Wealth
Management Division in July 2010. This reorganisation
will enable BEA's high net worth customers to directly
benefit from the expertise and solutions provided by the
Trusts & Fiduciary Services team.

Broking Operations

The broking operations of the Bank performed
satisfactorily in 2010. The Bank achieved an increase
of more than 40% in brokerage income derived from
customer trades in the secondary market, which was
one of the major contributors to the increase in fee
and commission income. The number of accounts
also increased on the back of the success of various
promotional campaigns held throughout 2010 in Hong
Kong and Macau.

To strengthen its foothold amidst a very competitive
environment in Hong Kong, BEA will increase its investment
in hardware and software to further improve the efficiency
and security of its trading platform and channels. Among
the planned improvements are a new call centre for taking
stock trading orders, and the enhancement of the online
trading platforms of East Asia Futures Limited and Tung
Shing Securities (Brokers) Limited.

In January 2011, BEA became the first independent
local bank in Hong Kong to issue derivative warrants on
equities listed on the Stock Exchange of Hong Kong.
Going forward, the Bank expects its broking operations
to benefit from an increase in trading from the relevant
hedging activities.
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Business — Greater China ex-Hong Kong
Mainland China Operations

Despite the tighter monetary policies adopted by the
Central Government in 2010, BEA China was successful
in achieving steady and balanced business growth for
the year.

To prepare for meeting the China Banking Regulatory
Commission’s 75% loan-to-deposit ratio requirement
by the end of 2011, BEA China focussed on attracting
deposits while steadily growing its loan base. Total
advances to customers and deposits increased by 10.9%
and 40.4%, respectively, year on year, resulting in a loan-
to-deposit ratio of 77.9% as of the end of 2010. With
a low impaired loan ratio of 0.07% at the end of 2010,
BEA China’s loan quality remains healthy.

BEA China’s branch network expanded at an accelerated
pace in 2010. In addition to two full-service branches
in Suzhou and Zhengzhou, BEA China opened 16 sub-
branches including 4 “cross-location” sub-branches
in Foshan, Zhongshan, Huizhou, and Zhaoging in
Guangdong Province.

BEA China also increased its automated services by
opening two additional 24-hour self-service banking
centres in Beijing and Xi'an. As of the end of 2010, BEA
China operated 21 branches, 68 sub-branches, 10 24-
hour self-service banking centres, and over 400 Automatic
Teller Machines (“ATMs"). Collectively, BEA and BEA
China operated one of the most extensive networks of
any foreign bank on the Mainland, with 94 outlets in 28
cities nationwide.

The Bank enhanced the efficiency and
security of the trading platform and
channels for its broking services.
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BEA China opened its first branch in Suzhou City in Jiangsu Province.
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2010 was also a year of important milestones for BEA
China. In January, BEA China became the first locally
incorporated foreign bank to set up its own data centre
on the Mainland. In May, the subsidiary bank inaugurated
its new headquarters building, BEA Finance Tower, in the
heart of Shanghai’s Lujiazui Financial District in Pudong.

In support of the Central Government's initiative to
improve the financial infrastructure of the rural sector,
BEA opened its first rural bank, Shaanxi Fuping BEA
Rural Bank Corporation, in December 2010. Through the
provision of flexible lending and deposit-taking services,
the rural bank will help meet the financial needs of rural
households and agricultural enterprises while it also
enables BEA to capitalise on business opportunities in the
Mainland’s fast-growing rural market.

In September 2010, Founder BEA Trust Company,
Limited (“Founder BEA Trust”) commenced business on
the Mainland. Headquartered in Wuhan and 19.99%
owned by BEA, Founder BEA Trust provides professional
investment and financial services to corporate and retail
customers, particularly those in high technology and other
fast-growing industries such as information technology,
new energy, and biomedicine, as well as for infrastructure
and local construction projects.
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In December 2010, BEA China obtained approval from
the PBOC to issue RMB financial bonds worth up to
RMB5 billion in China’s interbank bond market. The
issue of these bonds is beneficial to BEA China’s long-
term development, as they will enhance BEA China’s
liability composition, and improve its overall liquidity risk
management. BEA China initially plans to issue RMB
bonds worth RMB2 billion on the Mainland in 2011.

Taiwan and Macau Operations

In Taiwan, BEA operates branches in Taipei and Kaohsiung
and provides a full range of wealth management services
through its wholly-owned subsidiary, BEA Wealth
Management Services (Taiwan) Limited.

To meet the needs of its burgeoning customer base in
Macau, BEA opened its fifth outlet, Areia Preta Sub-
branch, in October 2010. BEA currently operates one full-
service branch and four sub-branches in Macau.

BEA China’s new flagship office in
Shanghai, BEA Finance Tower, reflects
BEA Group’s long-standing commitment
to the Mainland market.
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Shaanxi Fuping BEA Rural Bank Corporation, the Bank’s first rural bank on
the Mainland, enables BEA to capitalise on the business opportunities in
the country’s fast-growing rural market.
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Strategically located near the Border Gate between
Macau and Mainland China, BEA's fifth outlet in Macau
serves both Areia Preta residents and Mainland visitors.
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Business — International

In 2010, BEA's international operations returned to profit,
thanks in large part to the Bank’s strong performance in
Southeast Asia and the United Kingdom. Operations in
Singapore, Malaysia, and the UK all reported record after-
tax profit for the year.

BEA's operations in Singapore and Malaysia achieved a
notable rebound in after-tax profit in 2010, underpinned
by a double-digit surge in non-interest income and a
significant drop in impairment losses. Leveraging the
increasing trade and investment flow between Singapore
and China, the Singapore Branch began offering RMB
trade finance and deposit services to its corporate and
retail clients, and successfully built a foundation for future
growth. Fuelled by Southeast Asia’s robust economic
growth, BEA's investments in Malaysia and Indonesia,
namely AFFIN Holdings Berhad and PT Bank Resona
Perdania, continued to deliver healthy results.

BEA's London Branch recorded the highest profit since
its establishment in 1990, achieving strong growth in
both residential and commercial mortgages during the
year under review. These results were attributable to
increasing interest among Hong Kong and other Asian
investors in UK properties. In the current low interest rate
environment and in view of the relatively weak exchange
rate of the pound sterling, corporate and individual
investors from Hong Kong, the Mainland and other Asian
markets are expected to continue looking for investments
in the British property market. Based on this favourable
trend, BEA is confident that the growth momentum of its
London Branch’s mortgage business will remain robust in
the year ahead.

g0 #RAT

Despite the challenging environment, BEA's operations
in the United States achieved satisfactory results, with
approximately 10% growth in loans and deposits, and
operating profits increasing at a steady pace. The Bank also
successfully managed its impaired assets during the year.

Other Subsidiaries

Blue Care Group

Blue Care Group (”“Blue Care”), a joint collaboration
between BEA and The University of Hong Kong, continued
to expand its network of medical clinics through which it
provides top-quality medical check-up and consultation
services to the community. Due to greater market
exposure and emerging business opportunities, Blue Care
recorded solid growth in medical services fee income year
on year.

Credit Gain Finance Company Limited

During the year under review, Credit Gain Finance
Company Limited (“Credit Gain”) opened four new
branches, increasing its network to 18. Integrated
marketing campaigns and flexible business strategies
enabled Credit Gain to grow its total loan portfolio by
44% and its customer base by 12% year on year.

Credit Gain has been very successful in carving out a
niche in Hong Kong’s mature and highly competitive
personal loan market by developing innovative products
and marketing campaigns. The Company will continue
to focus on increasing its market share and building its
brand in the sub-prime loan market.

BEA formed a strategic partnership with AFFIN
Holdings Berhad in Malaysia.
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Blue Care recorded solid growth in medical services
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Credit Gain expanded its branch network and launched integrated
marketing campaigns in 2010.
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Tricor Holdings Limited

A leading provider of business, corporate, and investor
services in the Asia Pacific region, Tricor Holdings Limited
(“Tricor”) reported record-high revenue of HK$866
million for 2010. However, this was partly offset by
fee pressure from multinational enterprise clients.
Furthermore, hefty increases in rental costs in Hong Kong
slightly diluted Tricor's net profit for the year. With the
Asia Pacific economy rapidly recovering, there has been
a strong demand for experienced accountants, company
secretaries, and other corporate service professionals
since late 2010. Retention and recruitment of quality
professionals will thus be a challenge for Tricor in 2011.

To extend its reach and diversify its service offering, Tricor
completed a number of major business agreements in
2010. In July, Tricor Malaysia and Sure-Reach Records
Management Sdn Bhd set up a joint venture called Sure-
Reach Tricor Records Management Sdn Bhd to provide
professional record management and information
management services in Malaysia. In December 2010,
Tricor Aldbridge LLP acquired ATC Solutions Limited, a
London-based accounting and corporate services firm.
The acquisition significantly enhances Tricor Aldbridge’s
existing service offering in the UK.

During the second half of 2010, Tricor also entered
into a joint venture agreement with Praesidium LLP, a
professional services firm in Dubai, to set up a corporate
service practice. The joint venture company commenced
full operation in Dubai in January 2011. Including the
new Dubai office, Tricor provides corporate services in 22
cities worldwide and employs over 1,450 employees.

BEA Union Investment Management Limited

BEA Union Investment recorded a 20.6% increase in
assets under management, year on year. The Company
continued to offer diversified solutions in the areas of
equity, fixed income, and multi-asset investment for retail
and institutional investors.

In 2010, the Company successfully rolled out the BEA
Union Investment China A-Share Equity Fund for retail
investors, professional investors, and institutional clients.

BEA Union Investment also diversified its retail distribution
channels in Hong Kong by partnering with a leading
insurance company and an independent financial adviser.
In addition, the Company expanded its institutional client
base by securing a mandate from a top-tier financial
institution in Greater China.

In recognition of its strong business development,
investment performance, and operation management,
the Company won the “The Best Fund Manager” award
in CAPITAL magazine's Best of the Best for Executives
programme in 2010.

Operations Support

Loan Management System

In the fourth quarter of 2010, BEA successfully introduced
a new software system for the management of its Bank-
wide loan operations. With the launch of this system, BEA
is now able to further enhance its operational efficiency.

Property Redevelopment

Redevelopment of the site formerly occupied by the
13-storey United Chinese Bank Building is progressing
well. Strategically located at 31-37 Des Voeux Road
Central adjacent to the MTR’s Central and Airport Express
stations, the old building is currently being demolished,
and the new foundation works will commence in the
second quarter of 2011.

i Tricor diversified its professional business offering by

setting up the Sure-Reach Tricor Records Management
Sdn Bhd in Malaysia.

FER G R EHEK S E A A Sure-Reach Tricor Records
Management Sdn Bhd » $2 & % Tt H)F X AR -
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For the second consecutive year, BEA Union won

“The Best Fund Manager” award in CAPITAL
magazine’s Best of the Best for Executives programme.
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Comprising 27 storeys of office space and a ground floor
branch, the new building will be completed in the first
quarter of 2013. In view of the site’s prime location and
the scarcity of office space in the vicinity, both the capital
and rental value of the property are expected to increase
after redevelopment.

As of 31st December, 2010, the BEA Group was
supported by 11,412 employees:

Hong Kong 5,497
Greater China ex-Hong Kong 4,778
Overseas 1,137
Total 11,412

Improving economic conditions in 2010 presented
challenges to the Bank in securing and retaining high
calibre professionals. To attract quality candidates and
motivate existing employees, the Bank regularly reviewed
its human resources policies and compensation benefits
during the year to ensure that its employment terms and
benefits were competitive in the marketplace.

In response to the recent promulgation by the Hong Kong
Monetary Authority in its Supervisory Policy Manual,
“Guideline on a Sound Remuneration System” (the
“Guideline”) issued in March 2010, BEA conducted a
thorough review of its existing remuneration system
and took prompt action to achieve compliance with
the Guideline. The Bank will continue to ensure full
compliance with regulatory requirements while offering
competitive terms to its staff members on one hand,
and controlling costs to enhance the Bank’s overall
performance on the other.

Throughout the year, the Bank stepped up its long-
term investment in human resources. This included
the implementation of training programmes that were
designed to help managers further develop their skill sets
to more effectively perform their job functions.

In anticipation of future staffing needs, the Bank
continued to recruit university graduates to join its
management trainee programme, which provides trainees
with classroom training and hands-on experience through
job rotation among the Bank’s business and operations
units. BEA also rolled out a retail management trainee
programme to fortify its frontline operations. In addition,
business student interns from The Hong Kong Polytechnic
University (“PolyU”) were stationed at designated
branches in Hong Kong as part of PolyU’s Work Integrated
Education Programme.

In May 2010, BEA launched a new branding campaign
based on the brand platform, “Extending Your Reach” via a
variety of communication channels. The campaign message
ties together BEA's traditional values and strong identity,
projecting a customer-centric, progressive image. As part
of the Bank’s effort to communicate this message, a new
Chinese-language brand slogan entitled “E#8 - 2£Al"” was
developed. This new slogan reflects the shared heritage
between BEA and its customers, as well as the Bank’s
commitment to helping customers grow and prosper.

David LI Kwok-po

Chairman & Chief Executive

Hong Kong, 15th February, 2011

Tailored training programmes were designed
to develop employees’ specific skill sets.
%IE%HM?&HE’JEEHE%& ARIRABEIH
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BEA launched a highly successful branding campaign based
on the brand platform, “Extending Your Reach” in 2010.
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DIRECTORS

GBM, GBS, OBE, MA Cantab. (Economics & Law), Hon.
DSc. (Imperial), Hon. DBA (Napier), Hon. D.Hum.Litt.
(Trinity, USA), Hon. DSocSc (Lingnan), Hon. LLD (Hong
Kong), Hon. LLD (Warwick), Hon. LLD (Cantab), FCA,
FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP FClArb, JP
Officier de L'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, Officier de la
Légion d’Honneur

Chairman & Chief Executive and Member of the
Nomination Committee

Sir David, aged 71, 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 Legislative Council of
Hong Kong. He is a Member of the Banking Advisory
Committee and a Member of the Council of the Treasury
Markets Association. Sir David is the Pro-Chancellor of
the University of Hong Kong, an Honorary Adviser of
the Business and Economics Association of HKUSU, 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.

Sir David is the Chairman of The Chinese Banks’
Association, Limited and The Hong Kong Management

Association. He is the Honorary Advisor of the
International Chamber of Commerce — Hong Kong,
China, the First Honorary Chairman of the Hong Kong
Chamber of Commerce in China and a Senior Professional
Advisor of Hong Kong China Chamber of Commerce. He
is also the Honorary Chairman of The Chamber of Hong
Kong Listed Companies and The Chi Tung Association
Limited. Sir David is Vice President of the Council of
the Hong Kong Institute of Bankers, Chairman of the
Saint Joseph’s College Foundation Limited, a member
of the Advisory Board of the Judge Business School at
the University of Cambridge and a founder 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
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 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 and Chairman
and President of The Légion d'Honneur Club Hong Kong
Chapter Association Limited.

Sir David is a Director of AFFIN Holdings Berhad (listed
in Malaysia), Criteria CaixaCorp, S.A.N° (listed in Spain),
China Overseas Land & Investment Limited, COSCO
Pacific Limited, Guangdong Investment Limited, The Hong
Kong and China Gas Company Limited, The Hongkong
and Shanghai Hotels, Limited, PCCW Limited, San Miguel
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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 director of
China Merchants China Direct Investments Limited.

Sir David is a member of the Board of Trustees of the
Asia Society International Council, a member of Asia
Business Council, a member of the Crédit Agricole S.A.
International Advisory Board, a member of the Deutsche
Bank Asia Pacific Advisory Board, 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 Carlos P. Romulo Foundation
for Peace and Development, Federal Reserve Bank of
New York’s International Advisory Committee, Hospital
for Special Surgery and Scripps International Network. Sir
David is the Chairman of 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.

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 65, was a Director of the Bank (1995-2002)
and was re-appointed a Director in January 2008. He is a
director of AFFIN Holdings Berhad (listed in Malaysia) and a
non-executive director of BioDiem Ltd. (listed in Australia).
He is also a member of the National Committee of the
Chinese People’s Political Consultative Conference.

Professor Li was the Secretary for Education and
Manpower of the Government of HKSAR and a Member
of the Executive Council (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.

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 60, was appointed a Director in 1995.
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 is a member of the Commission on Strategic
Development, a member of the Greater Pearl River Delta
Business Council and a council member of the University
of Hong Kong. He is also a member of the Board of the
Airport Authority Hong Kong.

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.

Mr. WONG Chung-hin

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

Mr. Wong, aged 77, is a solicitor. He was appointed a
Director in 1977. Mr. Wong is the Consultant of P.C.
Woo & Co. He is also a Director of Power Assets Holdings
Limited (formerly known as Hongkong Electric Holdings
Limited) and Hutchison Whampoa Limited.

Mr. Wong is the uncle of Dr. Allan Wong Chi-yun.
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Dr. LEE Shau-kee

GBM, Hon. DBA, Hon. DSSc, Hon. LLD
Independent Non-executive Director and Member of the
Nomination Committee

Dr. Lee, aged 82, was appointed a Director in 1987. He is
the Chairman and Managing Director of Henderson Land
Development Company Limited and Henderson Investment
Limited. Dr. Lee is also the Chairman of The Hong Kong
and China Gas Company Limited and Miramar Hotel and
Investment Company, Limited. He is the Vice Chairman of
Sun Hung Kai Properties Limited and a Director of Hong
Kong Ferry (Holdings) Company Limited.

Mr. Aubrey LI Kwok-sing

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

Mr. Li, aged 61, was appointed a Director in 1995. He
is Chairman of MCL Partners Limited. Mr. Li possesses
extensive experience in the fields of investment banking,
merchant banking and capital markets. He is also
a 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 AFFIN Bank Berhad. He was
the chairman of Atlantis Asian Recovery Fund plc (listed in
Ireland), and a director of ABC Communications (Holdings)
Limited and Value Partners China Greenchip Fund Limited.

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.

Mr. Winston LO Yau-lai

SBS, BSc, MSc

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

Mr. Lo, aged 69, 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 Member of the National Committee of the
Chinese People’s Political Consultative Conference. He is a
Director of Ping Ping Investment Company Ltd.

Tan Sri Dr. KHOO Kay-peng

PSM, DPMJ, KMN, JR Hon. DLitt, Hon. LLD
Non-executive Director

Tan Sri Dr. Khoo, aged 72, 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 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 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 Morning Star
Resources Limited, the Malaysian Tourist Development
Corporation (a Government Agency), the Vice Chairman
of Malayan Banking Berhad (Maybank) and a trustee of
the National Welfare Foundation, Malaysia.

Mr. Thomas KWOK Ping-kwong

SBS, MSc (Bus Adm), BSc (Eng), Hon DBA, Hon DEng,
FCPA (Aust.), JP

Independent Non-executive Director and Member of the
Remuneration Committee

Mr. Kwok, aged 59, was appointed a Director in 2001.
Mr. Kwok is the Vice Chairman and Managing Director
of Sun Hung Kai Properties Limited, Chairman of
Route 3 (CPS) Company Limited, Joint Chairman of IFC
Development Limited. He was an Executive Director of
SUNeVision Holdings Ltd. and was re-designated as a
Non-Executive Director thereof with effect from 14th
September, 2010. Mr. Kwok holds a Master’s degree
in Business Administration from The London Business
School, University of London and a Bachelor’s degree
in Civil Engineering from Imperial College, University
of London. 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.

Mr. 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
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Developers Association of Hong Kong. He also serves as
a government appointed Member of the Commission on
Strategic Development and a non-official member of the
Provisional Minimum Wage Commission. In July 2007,
the Government of the Hong Kong Special Administrative
Region awarded Mr. Kwok the Silver Bauhinia Star for
his distinguished community service. He is an Honorary
Citizen of Guangzhou and a Standing Committee
Member of the Ninth Chinese People’s Political
Consultative Conference Shanghai Committee.

In the past, Mr. Kwok served as a member of the
Exchange Fund Advisory Committee, the Construction
Industry Council, as well as the Council for Sustainable
Development and Business Facilitation Advisory
Committee. 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.

Mr. Richard LI Tzar-kai

Non-executive Director

Mr. Li, aged 44, 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
Chairman and Chief Executive of the Pacific Century
Group, an executive director and the Chairman of Pacific
Century Premium Developments Limited and Singapore-
based Pacific Century Regional Developments Limited
(listed in Singapore). He is a representative of Hong Kong,
China to the Asia Pacific Economic Co-operation (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. Kenneth LO Chin-ming

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

Mr. Lo, aged 68, 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 Honourable Chairman of
the Chailease Group. He is also a Director of Boston
Life Science Venture Corp., a Director of Taiwan Cement
Corp. and a Director of Gainwell Securities Co., Ltd.
(Hong Kong). 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 President
of Chailease Group, 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, the Director of the ROC
Bankers Association, a member of Asia Executive Board
of the Sloan School of Business at the Massachusetts
Institute of Technology, and a member of the National
Palace Museum Advisory Committee and Taipei Fine Arts
Museum Advisory Committee. He was the President of
Asian Leasing Association, the Charter Chairman of Taipei
Presidents’ Organization, and the Supervisor of the ROC
Bankers Association.

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

Mr. Eric LI Fook-chuen

BscEE, MIsceE, MBA, FIM
Non-Executive Director, Chairman of the Nomination
Committee and Member of the Remuneration Committee

Mr. Li, aged 81, was appointed a Director in 2006.
Mr. Li is 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 a 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.

Mr. Stephen Charles LI Kwok-sze

BSc (Hons.), ACA
Non-executive Director

Mr. Li, aged 51, 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
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Bank Berhad and 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.

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 66, was appointed a Director in 2008.
He is currently the vice-chairman of New World
China Land Limited and the deputy chairman of NWS
Holdings Limited. He is an executive director of Lifestyle
International Holdings Limited, also an independent
non-executive director of Shanghai Industrial Urban
Development Group Limited (formerly known as Neo-
China Land Group (Holdings) Limited), a director of New
World Hotels (Holdings) Limited and Fung Seng Diamond
Company Limited. Mr. Doo was a deputy chairman of
Taifook Securities Group Limited (now known as Haitong
International Securities Group Limited).

Mr. Doo is Member to the Standing Committee of
the Eleventh Shanghai Municipal Committee of the
Chinese People’s Political Consultative Conference and
Convenor of the Hong Kong and Macau Members. He
is a Governor of the Canadian Chamber of Commerce in
Hong Kong and the Honorary Consul of the Kingdom of
Morocco in Hong Kong.

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.

Mr. KUOK Khoon-ean

Independent Non-executive Director

Mr. Kuok, aged 55, was appointed a Director in 2008.
He is currently the chairman and executive director of
Shangri-La Asia Limited, a non-executive director of SCMP
Group Limited, a director of Kerry Group Limited and
Kerry Holdings Limited. Mr. Kuok is also a director of
Wilmar International Limited (listed in Singapore) and a
director of Shangri-La Hotel Public Company Limited and
The Post Publishing Public Company Limited (both listed
in Thailand).

Mr. Kuok is a trustee of Singapore Management
University. Mr. Kuok is a graduate in Economics from the
Nottingham University, U.K.

Mr. Valiant CHEUNG Kin-piu

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

Mr. Cheung, aged 65, 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. He was an independent non-executive
director of Dream International Limited and Wing
Shan International Limited (now known as Winteam
Pharmaceutical Group 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.

Dr. Isidro FAINE CASAS

Non-executive Director and Member of the Nomination
Committee

Dr. Fainé, aged 68, was appointed a Director in June
2009. Dr. Fainé is the Chairman of the following
companies:

(i) Criteria CaixaCorp, S.A.N°, the holding company of
the largest industrial and financial investment group
in Spain (listed on the Spanish Stock Exchange since
2007)

"

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

(iii) “la Caixa” Foundation
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Dr. Fainé currently holds chairmanships and directorships
in other listed companies as follows:

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

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

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

(iv) Director of Banco BPI, S.A. (financial and multi-
specialist group focusing on the banking business,
listed in Portugal)

(v) Director of Grupo Financiero Inbursa, S.A.B. de C.V.
(financial and banking group, listed in Mexico)

Dr. Fainé is Second Vice Chairman of Sociedad General
de Aguas de Barcelona, S.A. He was a Director of Brisa
Auto-Estradas de Portugal, S.A. from 2003 to 2008 (listed
in Portugal).

Dr. Fainé is a member of the Royal Academy of
Economics and Finance and of the Royal Academy of
Doctors, Chairman of the Association of Spanish Savings
Banks (CECA), 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 has been a member of the Executive Committee
of the Deposit Guarantee Fund for Savings Bank since
2007. In July 2010, he has been appointed member
of The Governing Committee of the Fund for Orderly
Bank Restructuring (FROB) and in February 2011, he was
appointed as a member of the Executive Committee of
the Business Council for Competitiveness (CEC).

Dr. Fainé began his professional banking career as
Investment Manager for Banco Atlantico in 1964, later
becoming General Manager of Banco de Asuncion 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), Director
and CEO of Banca Jover (1974) and General Manager 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.

Note “la Caixa” is the controlling shareholder of Criteria CaixaCorp,
S.A. which is the sole shareholder of Negocio de Finanzas e
Inversiones I, S.L.U. Each of “la Caixa”, Criteria CaixaCorp, S.A.
and Negocio de Finanzas e Inversiones I, S.L.U. is a substantial
shareholder of the Bank as defined under the Listing Rules and
within the meaning of Part XV of the Securities and Futures
Ordinance, the details of which are disclosed in the “Interest

Among other academic and professional qualifications,
Dr. Fainé holds a PhD in Economic and Business
Sciences, an International Senior Managers Program in
Business Administration from Harvard University, and a
Diploma in Senior Business Management from the IESE
Business School.

SENIOR MANAGEMENT

Mr. Adrian David LI Man-kiu

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

Mr. Li, aged 37, 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
and China State Construction International Holdings
Limited. He is an Alternate Independent Non-executive
Director of San Miguel Brewery Hong Kong Limited.
Further, he is an Alternate Director of AFFIN Holdings
Berhad (listed in Malaysia).

Mr. Li is a member of the Tenth Guangdong Provincial
Committee of the Chinese People’s Political Consultative
Conference (“CPPCC") and was formerly a member
of the Ninth and Tenth Guangzhou Committees of the
CPPCC. He is also a member of the Eleventh Committee
of the All-China Youth Federation, the Deputy Chairman
of the Tenth Committee of the Beijing Youth Federation
and a Counsellor of the Hong Kong United Youth
Association. In addition, he is a Council Member of
the Vocational Training Council and the Chairman of its
Banking and Finance Industry Training Board, a member
of the Board of Directors of The Community Chest of
Hong Kong, and a member of the Mandatory Provident
Fund Industry Schemes Committee of the Mandatory

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
Criteria CaixaCorp, S.A. and Dr. Isidro FAINE CASAS is the Chairman
of Criteria CaixaCorp, S.A. and “la Caixa”. Dr. FAINE owns 0.017%
interest in Criteria CaixaCorp, S.A. while he is not aware of any of his
associates owning any interest in Criteria CaixaCorp, S.A. or any of its
subsidiaries.
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Provident Fund Schemes Authority. Mr. Li was formerly
a board member of Ocean Park Corporation and an
advisory board member of the Hong Kong Export
Credit Insurance Corporation.

Mr. Li holds a Master’s Degree in Management from
Kellogg School of Management, Northwestern University,
Evanston, lllinois, US, and a Bachelor of Arts Degree and
a Master of Arts Degree in Law from the University of
Cambridge, UK. 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.

Mr. Brian David LI Man-bun

MA (Cantab), MBA, FCA
Deputy Chief Executive

Mr. Li, aged 36, 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 and Xinjiang
Goldwind Science & Technology Company Limited.

Mr. Li holds a number of public and honorary positions,
including being a Member of the Eleventh National
Committee of the Chinese People’s Political Consultative
Conference, a Member of the Eleventh Beijing Municipal
Committee of the Chinese People’s Political Consultative
Conference, a Member of the Hong Kong-Taiwan Business
Cooperation Committee, a Member of the HKSAR Energy
Advisory Committee, a Member of the HKSAR Standing
Committee on Judicial Salaries and Conditions of Service,
a Member of the HKSAR Financial Reporting Review Panel
and a Member of the HKSAR Traffic Accident Victims
Assistance Advisory Committee, etc.

Mr. Li is a Fellow of the Hong Kong Institute of Certified
Public Accountants and a 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.

Mr. Samson LI Kai-cheong

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

Mr. Li, aged 50, 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 currently an Independent Non-executive
Director and the Chairman of Audit Committee of China
Merchants China Direct Investments Limited.

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 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.

Mr. TONG Hon-shing

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

Mr. Tong, aged 51, 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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CORPORATE INFORMATION
SR BH

BOARD OF DIRECTORS

Executive Director

Dr. the Hon. Sir David LI Kwok-po
(Chairman & Chief Executive)

Non-executive Directors

Professor Arthur LI Kwok-cheung
(Deputy Chairman)

Mr. Aubrey LI Kwok-sing

Tan Sri Dr. KHOO Kay-peng

Mr. Richard LI Tzar-kai

Mr. Eric LI Fook-chuen

Mr. Stephen Charles LI Kwok-sze

Dr. Isidro FAINE CASAS

Independent Non-executive Directors

Dr. Allan WONG Chi-yun
(Deputy Chairman)

Mr. WONG Chung-hin

Dr. LEE Shau-kee

Mr. Winston LO Yau-lai

Mr. Thomas KWOK Ping-kwong

Mr. Kenneth LO Chin-ming

Mr. William DOO Wai-hoi

Mr. KUOK Khoon-ean

Mr. Valiant CHEUNG Kin-piu

SENIOR MANAGEMENT

Mr. Adrian David LI Man-kiu
MA (Cantab), MBA, LPC, JP
Deputy Chief Executive

Mr. Brian David LI Man-bun
MA (Cantab), MBA, FCA
Deputy Chief Executive

Mr. Samson LI Kai-cheong
FCCA, CPA, FCIS, FCS, HKSI
Deputy Chief Executive & Chief Investment Officer

Mr. TONG Hon-shing

BSc, ACIB, AHKIB, FCIS, FCS

Deputy Chief Executive & Chief Operating Officer
SENIOR ADVISORS

Mr. Joseph PANG Yuk-wing
BSSc, MBA, Hon. DSocSC, Hon. Fellow (CUHK), ACIB, FHKIB, JP

Mr. CHAN Kay-cheung
FHKIB

Mr. CHAN Tze-ching
FCCA, FCPA, ACIS, ACS

COMPANY SECRETARY

Mr. Alson LAW Chun-tak
FCCA, FCPA, FCIS, FCS

AUDITORS

KPMG
Certified Public Accountants
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CHIEF EXECUTIVE AND SENIOR MANAGEMENT
THRABREEEEAR

Mr. Samson LI Mr. Adrian David LI Dr. the Hon. Sir David LI Mr. Brian David LI Mr. TONG Hon-shing
Kai-cheong Man-kiu Kwok-po Man-bun BEEH Kt
TEE KL TRIBEE ZTEHERT TRIBEE
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LIST OF OUTLETS

1 The Head Office - Hong Kong & — 417

2 Beijing Biy 13 Fuping County =5 24 Huizhou =M
3 Urumgi BENRE 14 Zhengzhou EBN 25 Dongguan e
4 Shenyang &5 15 Nanjing [Ezp 26 Shenzhen 7l
5 Dalian K& 16 Hefei & 27 Zhuhai 29
6 Tianjin RE 17 Wuhan Bz 28 Zhongshan FL
7 Shijiazhuang ARHE 18 Chengdu B 29 Jiangmen e
8 Qingdao 58 19 Chongging E 30 Zhaoging EE
9 Suzhou BN 20 Fuzhou B 31 Macau R
10 Shanghai ! 21 Xiamen EF 32 Taipei ait
11 Hangzhou M 22 Guangzhou BN 33 Kaohsiung =y
12 Xi'an Py 23 Foshan Bl
Overseas WS
Singapore 3703 Malaysia 53R
Singapore NI Labuan e

Kuala Lumpur HER
United Kingdom %] United States %[
London (3 New York e
Birmingham 5L Los Angeles R

—

San Francisco =&
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With more than 200 outlets worldwide, BEA operates an extensive international network covering Hong Kong and the

rest of Greater China, North America, the United Kingdom , and Southeast Asia.
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LIST OF OUTLETS (CONTINUED)

GREATER CHINA NETWORK EX-HONG KONG KH# B4 (FEKRIN) Telephone E5

The Bank of East Asia (China) Limited

 Shanghai Branch

REZRAT (PE) BRAT

- EEHT

o ARBERT

(86 21) 3866 3866
86 21) 3867 5033

86 10) 6554 3110

* Shanghai Puxi Sub-Branch o FEETSIT 86 21) 6329 7338
* Shanghai Gubei Sub-Branch o BighibET 86 21) 6208 0333
* Shanghai Xintiandi Sub-Branch o EIFFIRMTIT 86 21) 5382 0333
* Shanghai Xujiahui Sub-Branch o EBRRERIT 86 21) 6469 0333
* Shanghai Jing’an Sub-Branch o EIBEBRRT 86 21) 6258 0333
* Shanghai Changning Sub-Branch e LERERT 86 21) 5241 8333
* Shanghai Dongfang Road Sub-Branch e EBRAFEZIT 86 21) 5873 8333
* Shanghai Lianyang Sub-Branch o LEEFEIT 86 21) 3392 7333
* Shanghai Honggiao Sub-Branch o HIBUTIES 1T 86 21) 3252 8833
* Shanghai Lujiazui Sub-Branch o EBBERERTIT 86 21) 3883 4567
* Shanghai New Gubei Sub-Branch o BEFHIERIT 86 21) 6278 0333
* Beijing Branch o ERHIT 86 10) 6589 1000
* Beijing Yabaolu Sub-Branch o L REERZIT 86 10) 8563 6566
* Beijing Wangjing Sub-Branch e ERERZTT 86 10) 8472 0036
* Beijing Zhongguancun Sub-Branch o L RFEIN T 86 10) 6268 2151
)

e Beijing Fuhua Sub-Branch

 Dalian Branch o KiEHTT 86 411) 8280 8222
* Dalian Huafu Sub-Branch o REZENXIT 86 411) 8370 8333
* Dalian ETDZ Sub-Branch o RERMERIIT 86 411) 3920 3920
* Dalian Xing Hai Bay Sub-Branch o RIBEEGERTT 6411) 3960 3960
* Dalian Wusi Square Sub-Branch o NiERVESZIT 86411) 84119888
* Dalian Xigang Sub-Branch o R3EF 1T 86 411) 8250 9666

* Xi'an Branch

c MENTT

86 29) 8765 1188

* Xi'an Beidajie Sub-Branch o AL AERT 86 29) 8720 1608
* Xi‘an Xidajie Sub-Branch o ALAAERIT
* Xi'an Hi-Tech District Sub-Branch o B =R ZIT 86 29) 8833 9955

 Xi'an Economic and Technological

Development Zone Sub-Branch

o AREBERMFAERITT

(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
(
@8
(
(
(
(
(
(
(

)
)
86 29) 8725 6969
)
)

86 29) 8655 1188

* Xi‘an Changle Road Sub-Branch o A REKETIT (86 29) 8258 9955
* Xiamen Branch * EFI9HT (86 592) 299 1999
* Xiamen Jiahe Sub-Branch o BEFIEAXIT (86 592) 507 8383
* Xiamen Hexiang Sub-Branch o EFIRIEEIT (86 592) 296 6565
* Xiamen Xiada Sub-Branch s BEFIEART (86 592) 257 5353
* Xiamen Liangian Sub-Branch o EPVERIS AT (86 592) 598 7171
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* Xiamen Wenzao Sub-Branch

* Guangzhou Branch

* Guangzhou Huanshilu Sub-Branch
* Guangzhou Panyu Sub-Branch

* Guangzhou Huadu Sub-Branch

* Guangzhou Haizhu Sub-Branch

* Guangzhou Development District Sub-Branch

» Guangzhou Bin Jiang Dong Sub-Branch

* Guangzhou Jiangnanxi Sub-Branch

* Guangzhou Bei Jing Road Sub-Branch

 Foshan Sub-Branch

* Zhaoging Sub-Branch

 Shenzhen Branch

 Shenzhen Luohu Sub-Branch
 Shenzhen Nanshan Sub-Branch

* Shenzhen BaoAn Sub-Branch

» Shenzhen Longgang Sub-Branch
 Shenzhen Longhua Sub-Branch

* Shenzhen Huagiangbei Sub-Branch
 Shenzhen Futian Sub-Branch

* Shenzhen Zhongxinqu Sub-Branch
* Huizhou Sub-Branch

» Zhuhai Branch

 Zhuhai Jida Sub-Branch

» Zhuhai Ningxi Sub-Branch

» Zhuhai Xin Xiangzhou Sub-Branch
» Zhongshan Sub-Branch

e Jiangmen Sub-Branch

* Chengdu Branch

* Chengdu Jincheng Sub-Branch

* Chengdu Yulin Sub-Branch

* Chengdu Wuhou Sub-Branch

* Chongging Branch

» Chongging Shapingba Sub-Branch
» Chongging Jiangbei Sub-Branch

» Chongging Jiefangbei Sub-Branch

» Chongging New North Zone Sub-Branch

o EFIX T
o BMHDTT

o BINIRTEE AT
o BEMBERZIT
o BINIE#DZIT
o BNBEREIT
c ENMAERZIT
o ENETRZIT
o ENIEAEXTT
o BN REE AT
o HBILETT

o BEEYIT

o D17

o RN ZTT

o AINFEILZIT
o FAYNELZIT
o YRR ZIT
o AYIBEESZ 1T
o FYIFEEIL 1T
o FIIBHEZIT
o RPN TIT
o BIMZTT

o KRB HIT

o BEHAZIT
o IRBBEXTT
o BB BEMEZIT
o FILZTT

o JIPIXAT

o BEDTT

o BEDSRINZ 1T
o BEDEMETT
o BREREZTT
e EEDTT

o EEMITH AT
o EETILHT
o EFMMBZIT
o EFILEESIT

(86 592) 585 0512
(86 20) 8755 1138
(86 20) 8386 0338
(86 20) 8482 8100
(86 20) 3680 8800
(86 20) 8910 5380
(86 20) 6225 7100
(86 20) 8932 2330
(86 20) 8441 1998
(86 20) 8330 4388
(86 757) 8185 8088
(86 758) 2321 858
(86 755) 8203 2313
(86 755) 8228 0182
(86 755) 8621 1882
(86 755) 2966 3133
(86 755) 8481 5111
(86 755) 2811 3000
(86 755) 8376 3299
(

(86 755) 8399 6899
(86 752) 783 9188
(86 756) 839 6883
(86 756) 321 0928
(86 756) 231 9522
(86 756) 260 1600
(86 760) 8998 3838
(86 750) 3876 288
(86 28) 8620 2020
(
(
(
(
(
(
(
(

)
)
)
)
)
)
)
)
)
86 755) 2533 4488
)
)
)
)
)
)
)
)

)

86 28) 8626 5050
86 28) 8513 2000
86 28) 8595 6060
86 23) 6388 6388
86 23) 6530 0288
86 23) 6771 0788
86 23) 6310 7929
86 23) 6800 9000
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LIST OF OUTLETS (CONTINUED)

GREATER CHINA NETWORK EX-HONG KONG KH# B (BRI

Telephone E3

* Hangzhou Branch

* Hangzhou Wenhuilu Sub-Branch

* Hangzhou Wener Road Sub-Branch
* Qingdao Branch

* Qingdao Xiang Gang Zhong Road Sub-Branch

* Qingdao Qin Ling Road Sub-Branch

 Shenyang Branch

» Shenyang Wu'ai Sub-Branch

* Shenyang Nanhu Technology
Development Zone Sub-Branch

 Shenyang Heping Sub-Branch

* Wuhan Branch

* Wuhan Optics Valley Sub-Branch

» Nanjing Branch

» Nanjing East Zhongshan Road Sub-Branch

e Tianjin Branch

* Urumgi Branch

* Hefei Branch

e Shijiazhuang Branch
* Suzhou Branch

» Zhengzhou Branch

The Bank of East Asia, Limited

 Shanghai Branch
* Fuzhou Representative Office

» Dongguan Representative Office

- M BT

© B SR AT
- UM S BT
- BBHT

- BREETHE
- BRERHLIT
- BB AT

- BBEE

o EGEARIXAE R TT

o EBAT T
c REHT
. REHA KT
c BRAT

o FARRILREESAT

RERTHRAT

o LEDTT
o RMARKREE
St e

86 571
86 571

) 8981 2288
)
86 571) 8981 2488
)
)

8835 1131

(
(
(
(86 532) 8197 8888
(86 532) 6688 7888
(86 532) 8099 7188
(86 24) 3128 0300
(86 24) 3129 0300
(86 24) 6278 6100

(86 24) 3107 9300
(86 27) 8226 1668
(86 27) 8720 0488
(86 25) 8689 9988
(86 25) 8464 6657
(86 22) 2836 2288
(86991) 236 4888

(86 551) 566 3888

(86 311) 6678 8000
(86 512) 6873 5088
(86 371) 8996 6888
86 21) 3866 3508

86 769) 2280 8186

(
(86 591) 8780 9306
(
(

o RAEFRGMERITAREE AR

» Shaanxi Fuping BEA Rural Bank Corporation 86 913) 830 9988

Macau Branch EFIDTT (853) 2833 5511
Macau Horta e Costa Sub-Branch SRPY e T ES T (853) 2821 0858
Macau Praia Grande Sub-Branch SRFPRE ST (853) 2837 0661
Macau Taipa Sub-Branch SRPI KT AT (853) 2883 0166
Macau Areia Preta Sub-Branch RFIRADIRZ T (853) 2875 0036

(886 2) 8161 2851
(886 7) 225 2238

o
L
cx
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N
[

Taipei Branch

i I]f
s
o
BN
1

Kaohsiung Branch
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OVERSEAS NETWORK & /M8 #& Telephone 3

Singapore Branch s 517 (65) 6602 7702

Labuan Branch

Kuala Lumpur Representative Office

London Branch

Birmingham Branch

The Bank of East Asia, Limited
* New York Branch
» New York Wholesale Branch

* Los Angeles Branch

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

 Canal Street Main Branch

* Alhambra Branch
 Brooklyn Branch

 Clement Branch

e Flushing Branch

* Hacienda Heights Branch

» Noriega Branch

» Oakland Branch

e San Francisco Chinatown Branch
 San Gabriel Branch

e South San Francisco Branch
e Temple City Branch

* Torrance Branch

MEDTT
Bl Ge

BBEDTT

BRBDTT

RERTHRAT
o EIDTT
o B ENTT
o BILHDTT
XERERIT
o BERATT
o BEMNMOTT

H ﬁ e

(60 87) 451 145
(60 3) 2161 6210

(44 20) 7734 3434
(44 121) 326 3030

(1212) 238 8200
(1212) 238 8200
(1 626) 656 8818
(1212) 238 8208
(1212) 238 8208
(1 626) 300 8888
(1718) 210 0508
(1 415) 668 8877
(1 347) 905 9772
(1 626) 965 3938
(1415) 665 8877
(1510) 208 2140
(1 415) 352 6900
(1 626) 656 0830
(1 650) 872 9700
(1 626) 656 8888
(1310) 802 7388
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CORPORATE GOVERNANCE REPORT

Being the largest independent local bank in Hong
Kong, the Bank is committed to maintaining the highest
corporate governance standards. The Board considers
such commitment essential in balancing the interests of
shareholders, customers and employees; and in upholding
accountability and transparency.

The Bank has complied with all the Code Provisions set
out in Appendix 14 Code on Corporate Governance
Practices (the “Code"”) of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the "Listing Rules”) throughout the accounting
year ended 31st December, 2010, except for a deviation
from Code Provision A.2.1 which is explained in section
A below.

The Bank has also complied with the module on
“Corporate Governance of Locally Incorporated
Authorized Institutions” under the Supervisory Policy
Manual issued by the Hong Kong Monetary Authority
("HKMA").

A. 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.

Board meetings are held at least 4 times a year at
approximately quarterly intervals. In addition, special
Board meetings are held when necessary. Such Board
meetings involve the active participation, either in person
or through other electronic means of communication, of
a majority of Directors.

Directors are consulted on matters to be included in the
agenda for regular Board meetings.

Dates of regular Board meetings are scheduled in the
prior year to provide sufficient notice to give all Directors
an opportunity to attend. For special Board meetings,
reasonable notice is given.

Directors have access to the advice and services of the
Company Secretary to ensure that Board procedures and
all applicable rules and regulations are followed.

Minutes of the meetings of the Board, the Audit
Committee, the Remuneration Committee and the
Nomination Committee are kept by the Company
Secretary. Minutes of the meetings of other Board
Committees (as listed under Board Committees under
section D) are kept by the appointed secretary of each
Committee. Minutes are open for inspection at any
reasonable time on reasonable notice by any Director.

Minutes of the meetings of the Board and Board
Committees record in sufficient detail the matters
considered by the Board and the Committees, 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 Audit
Committee, the Remuneration Committee and the
Nomination Committee are sent to all Directors or
Committee members for their comment and record
respectively within a reasonable period after the meetings
are held.

The Bank has established a Policy on Obtaining
Independent Professional Advice by Directors to
enable the Directors, upon reasonable request, to
seek independent professional advice in appropriate
circumstances, at the Bank’s expense to assist the relevant
Director or Directors to discharge his/their duties to the
Bank Group.

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 Board meeting)
but a Board meeting shall be held. Independent Non-
executive Directors who, and whose associates, have no
material interest in the transaction shall be present at
such Board meeting.

The Bank has in place Directors & Officers Liability and
Company Reimbursement Insurance to protect the
Directors and officers of the Bank and its subsidiaries
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 Bank.
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Directors’ attendance records

Attendance records of the Directors at Board Meetings (BM), Audit Committee Meetings (ACM), Remuneration
Committee Meetings (RCM), Nomination Committee Meeting (NCM) and Annual General Meeting (AGM) held in 2010

are as follows:

Number of meetings attended/held

during the Directors’ terms of office in 2010

BM ACM RCM NCM AGM
Executive Director:
David LI Kwok-po 4/4 N/A N/A 1Al I7Al
(Chairman & Chief Executive)
Non-executive Directors:
Arthur LI Kwok-cheung 4/4 N/A N/A N/A 11
(Deputy Chairman)
Aubrey LI Kwok-sing 4/4 N/A 3/3 171 11
William MONG Man-wai 0/2 N/A N/A N/A 0/1
(passed away on 21st July, 2010)
KHOO Kay-peng 3/4 N/A N/A N/A 0/1
Richard LI Tzar-kai 4/4 N/A N/A N/A 0/1
Eric LI Fook-chuen 4/4 N/A 3/3 11 11
Stephen Charles LI Kwok-sze 4/4 N/A N/A N/A 11
Isidro FAINE CASAS 3/4 N/A N/A 11 01
Independent Non-executive Directors:
Allan WONG Chi-yun 4/4 3/3 3/3 1Al 171
(Deputy Chairman)
WONG Chung-hin 3/4 2/3 N/A N/A 171
LEE Shau-kee 2/4 N/A N/A 01 01
Winston LO Yau-lai 4/4 3/3 3/3 N/A m”m
Thomas KWOK Ping-kwong 2/4 N/A 1/3 N/A 01
Kenneth LO Chin-ming 4/4 2/3 N/A N/A 0/1
William DOO Wai-hoi 3/4 2/3 N/A N/A 0/1
KUOK Khoon-ean 3/4 1/3 N/A N/A 0/1
Valiant CHEUNG Kin-piu 4/4 3/3 N/A N/A Il
Average attendance rate 82% 76% 87% 83% 50%

Chairman and Chief Executive Officer

Code Provision A.2.1 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 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 Independent Non-
executive Directors. The Board believes that the 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 Board meetings.

The Chairman is responsible for ensuring that Directors
receive adequate, complete and reliable information, in a
timely manner.
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Board composition

The current Board is composed of 1 Executive Director, 7
Non-executive Directors and 9 Independent Non-executive
Directors. It has a balance of skills and experience
appropriate for the requirements of the business of
the Bank. 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 54 under
the subject Corporate Information. All Directors are
expressly identified by categories of Executive Director,
Non-executive Directors and Independent Non-executive
Directors in all corporate communications that disclose
the names of Directors of the Bank.

Biographies which include relationships with members
of the Board, Senior Management and substantial
shareholders (as defined in the Listing Rules) of the Bank
are shown on page 40 under the subject Biographical
Details of Directors and Senior Management.

Appointments and re-election of Directors
— Nomination Committee

The Bank has a procedure for the appointment of
new Directors to the Board and plans in place for the
succession for appointments to the Board.

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

The Bank has established a Nomination Committee with
specific written Terms of Reference which deal clearly with
its authority and duties. The Terms of Reference of the
Nomination Committee have included the specific duties
set out in paragraphs A.4.5 (a) to (d) of the Code, with
appropriate modifications where necessary.

The Nomination Committee is responsible for
recommending to the Board all new appointments and
re-election of Directors, Senior Management and Division
Heads of the Bank, and for the review of management
succession plan for Executive Directors, Senior
Management and Division Heads of the Bank.

A majority of the members of the Nomination Committee
are Non-executive Directors. This Committee is chaired
by Eric LI Fook-chuen. The other members are David LI
Kwok-po, Allan WONG Chi-yun, LEE Shau-kee, Aubrey LI
Kwok-sing and Isidro FAINE CASAS.

Attendance of individual members at Nomination
Committee meetings in 2010 is recorded on page 64.

A proposal for the appointment of a new Director will be
considered and reviewed by the Nomination Committee.
Candidates to be selected and recommended are
experienced, high calibre individuals. All candidates must
be able to meet the standards set out in the Listing Rules.
In addition, they must be assessed by the HKMA and able
to meet the standards of the HKMA for being a director
of an authorised institution. A candidate who is to be
appointed as an Independent Non-executive Director
should also meet the independence criteria set out in Rule
3.13 of the Listing Rules.

The Nomination Committee had considered and reviewed
the following proposals or issues and, where appropriate,
made recommendation to the Board:

e New organisational structure;

e Annual review on Terms of Reference of the
Nomination Committee;

e Size, structure and composition of the Board;
e Management Succession Policy;
e Management Succession Plans;

e Assessment of the independence of Independent
Non-executive Directors; and

e Re-election of Arthur LI Kwok-cheung, Thomas KWOK
Ping-kwong, Richard LI Tzar-kai, William DOO Wai-
hoi and KUOK Khoon-ean as Directors of the Bank to
be proposed for shareholders’ approval at the 2011
Annual General Meeting.

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

The Nomination Committee is provided with sufficient
resources to discharge its duties.

Responsibilities of Directors

Every Director is required to keep abreast of his
responsibilities as a Director of the Bank and of the
conduct, business activities and development of the Bank.
In-house briefings will be given by qualified professionals
at Board meetings on regulatory requirements.

Every newly appointed Director of the Bank shall receive
an Information Package from the Company Secretary on
the first occasion of his 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 Package
includes materials on the operations and business of the
Bank. The Executive Directors, Senior Management and
the Company Secretary will subsequently conduct such
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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.

The functions of Non-executive Directors, as per the Terms
of Reference of the Board of Directors, have included the
functions specified in Code Provision A.5.2 (a) to (d) of
the Code.

Every Director is aware that he should give sufficient time
and attention to the affairs of the Bank.

Directors have satisfactory attendance rates at both Board
meetings and Committee meetings.

The Bank has established its own code of securities
transactions to be observed by Directors and Chief
Executive, i.e. Policy on Insider Trading — Directors and
Chief Executive ("Bank’s 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.

The Bank has also established a Policy on Insider Trading —
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.

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 Bank’s Policy at all the applicable times during the
year ended 31st December, 2010.

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.

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

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

All Directors are entitled to have access to Board papers,
minutes and related materials.

B. REMUNERATION OF DIRECTORS
AND SENIOR EXECUTIVES

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

The Bank has established a Remuneration Committee
with specific written Terms of Reference which deal clearly
with its authority and duties. The Terms of Reference of
the Remuneration Committee have included the specific
duties set out in Code Provision B.1.3 (a) to (f) of the
Code, with appropriate modifications where necessary.

The Remuneration Committee is responsible for making
recommendations to the Board regarding the Bank’s
remuneration policy, and for the formulation and review
of the specific remuneration packages of the Chief
Executive, members of Senior Management and Division
Heads of the Bank.

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 individual Director will be involved in deciding his own
remuneration.

A majority of the members of the Remuneration
Committee are Independent Non-executive Directors.
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.

Attendance of individual members at Remuneration
Committee meeting in 2010 is recorded on page 64.

The Remuneration Committee had considered and
reviewed the following proposals or issues and, where
appropriate, made recommendation to the Board:

e Directors’ fees and fees for members of Audit
Committee, Remuneration Committee and
Nomination Committee;

e Annual Salary Review 2010;
e Remuneration for Senior Executives 2010;

e Offer and grant of share options under the Staff Share
Option Scheme 2007 to eligible employees including
Executive Director, members of Senior Management,
and Division Heads;

e Annual review on Terms of Reference of the
Remuneration Committee;
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e Annual review on Remuneration Policy;

e Termination of the operation of the Staff Share Option
Scheme 2007; and

e Adoption of the Staff Share Option Scheme 2011 to
be proposed at the 2011 AGM.

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

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

The scales of Director’s fees, and fees for membership
of the Audit Committee, Nomination Committee and
Remuneration Committee are outlined below:

Amount per annum

Board of Directors:

Chairman HK$350,000

Other Directors HK$230,000
Audit Committee:

Chairman HK$120,000

Other members HK$70,000
Nomination Committee:

Chairman HK$60,000

Other members HK$35,000
Remuneration Committee:

Chairman HK$60,000

Other members HK$35,000

Information relating to the remuneration of each Director
for 2010 is set out in Note 17 on the accounts.

Disclosure of Remuneration Policy

In accordance with the “Guideline on a Sound
Remuneration System” (the “Guideline”) issued by the
Hong Kong Monetary Authority in March 2010, BEA has
reviewed and revised its remuneration policy for employees
of the Bank and its subsidiaries (collectively called
“"Employees” of the “Bank Group”). The remuneration
policy covers all categories of Employees, including the
four as described in paragraph 2.1.1 of the Guideline.
BEA'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 Bank Group promotes
effective risk management, and is designed to encourage
Employee behaviour that supports the Bank Group’s
business objectives, long-term financial soundness, risk
tolerance, and risk management framework.

Remuneration Structure

The remuneration packages of Employees may be
composed 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 Bank Group, among other things.

Fixed remuneration refers to an Employee’s annual salary
(including double pay), while variable remuneration
— comprising both cash bonus payments and/or
share options — is awarded based on the Employee’s
performance in order to better align incentives with risk
and longer-term value creation. Variable remuneration is
directly related to performance, and poor performance
(either financial or non-financial) will result in a reduction
or elimination of variable remuneration.

The award of variable remuneration in the form of either
cash bonus payments or share options is determined
according to existing industry standards 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 Bank Group and the extent to
which they may affect its overall performance.

Employees’ Performance Measurements and the
Award of Variable Remuneration

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 key areas of responsibility, as well as
relevant financial and non-financial factors, and a series of
compliance and risk management ratings to help ensure a
balanced evaluation. 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
facilitates the effective deployment of human capital
across the organisation.

Senior Executive Compensation

The Remuneration Committee annually reviews the
remuneration packages of the Chief Executive, members
of the Senior Management, and Key Personnel. The
aggregate payouts for these 19 senior executives for
2010 are shown in the table below in accordance with
the disclosure requirement of 3.2.3 of the Guideline.
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Fixed . . . .
Remuneration Variable Remuneration Award of Deferred Variable Remuneration
. . . Unvested Share Unvested
1 3
Salaries | Cash Bonus Share Options Vested Share Options Options® Cash Bonus
HK$ Million | HK$ Million |No. of Shares|HK$ Million?| No. of Shares| HK$ Million |No. of Shares | HK$ Million | HK$ Million
47.8 40.8 5,950,000 40.0 6,600,000 63.75 11,900,000 56.1 6.56

1 Using the Trinomial Option Pricing Model, the fair value of the share options at measurement date takes into consideration various factors,
including the share price, Option Price, expected volatility (based on historical volatility), option life, expected dividends (based on historical

dividends), and risk-free interest rate.

2 As defined in the Staff Share Option Scheme 2011, the fixing of the Option Price is determined by the Board and notified to each concerned

employee and shall not be less than the highest of:

(a) the closing price of a Share as stated in The Stock Exchange of Hong Kong Limited’s daily quotations sheet on the Date of Grant of the

relevant Option, which must be a Business Day;

(b) an amount equivalent to the average closing price of a Share as stated in The Stock Exchange of Hong Kong Limited’s daily quotations
sheets for the five Business Days immediately preceding the Date of Grant of the relevant Option; and

(c) the nominal value of a Share.

The fixing of the Option Price for the first grant of Options under the Staff Share Option Scheme 2011 will take place on 5th May, 2011 and
actual grant will take place on the same date. The amount indicated here is based on a simulation using the closing price of the Bank’s share
on 28th February, 2011, which is for indicative purposes only. The actual Option Price will be disclosed in the Bank’s 2011 Annual Report.

3 The vested Share Options relate to the 2008 variable remuneration award granted in 2009 and vested in 2010.

4 Of the 11,900,000 unvested Share Options, 5,950,000 relate to the 2009 variable remuneration granted in July 2010 but which are not yet
vested. The total fair value of this particular grant was HK$16.1 million. The remaining 5,950,000 unvested Share options relate to the 2010
variable remuneration to be granted in 2011.The fixing of the Option Price for this grant will take place on 5th May, 2011. The amount
indicated here is based on a simulation using the closing price of the Bank’s share on 28th February, 2011 which is for indicative purposes
only. The actual Option Price will be disclosed in the Bank’s 2011 Annual Report.

5 No performance adjustments were made to the unvested deferred remuneration for the Chief Executive, Senior Management, and Key

Personnel of the Bank Group in 2010.

6  No sign-on or severance payments were made to the Chief Executive, Senior Management, and Key Personnel of the Bank Group in 2010.

In determining the remuneration packages of the Chief
Executive, Senior Management, and Key Personnel, the
Remuneration Committee takes into account individual
performances, performances of respective divisions and
departments, and the Bank Group’s overall business goals
and objectives.

Deferral Arrangements

The award of variable remuneration to the Chief
Executive, members of Senior Management, and Key
Personnel is subject to deferment in such a manner as
determined by the Remuneration Committee. 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, and relevant members of the 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 Remuneration Committee
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 Bank Group, relevant
business units, and individual Employees in question, as
well as the creation of value for our Shareholders, is taken
into consideration when determining vesting conditions.
Vesting and payment of deferred remuneration will be

made gradually over a period of three 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 Bank Group’s Remuneration Committee. In certain
circumstances, claw back of vested deferred variable
remuneration of that particular year may apply.

Future Review

As a major financial institution in the Hong Kong
community, the Bank 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 Bank Group will keep abreast of the latest
developments 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.
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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 such 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.

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, 2010, 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 two months after the end of the relevant periods,
which is earlier than the limit of three months (for annual
results) and within the limit of two 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 116.

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.

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 and control risks including
reputation, strategic, legal, credit, market, liquidity,
interest rate and operational risks. Exposure to these
risks is monitored by Risk Management Committee,
together with 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 Audit Committee 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 Price-
Sensitive Information is established, setting out the
guiding principles, procedures and internal controls
for the handling and dissemination of price-sensitive
information in a timely manner in such a way that
it does not place any person in a privileged dealing
position and allows time for the market to price
the shares of the Bank to reflect the latest available
information.
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The Board, through the Audit Committee, 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 Audit Committee twice each year. During
the year 2010, no major issue but areas for improvement
have been identified and appropriate measures taken. The
Audit Committee 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 Audit Committee with
specific written Terms of Reference which deal clearly
with its authority and duties. The Terms of Reference
of the Audit Committee have included the duties set
out in Code Provision C.3.3 (a) to (n) of the Code, with
appropriate modifications where necessary.

As laid down in the Terms of Reference, the Audit
Committee is responsible for reviewing financial controls,
internal control and risk management systems, the
adequacy of resources, qualifications and experience of
the accounting and financial reporting function, annual
report and accounts, and half-year interim report.

All the members of the Audit Committee are Independent
Non-executive Directors. 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, KUOK Khoon-ean (resigned as a
member of Audit Committee on 15th February, 2011)
and Valiant CHEUNG Kin-piu.

Attendance of individual members at Audit Committee
meetings in 2010 is recorded on page 64.

The following is a summary of the work performed by the
Audit Committee during and for the year 2010:

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

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 2009 and six
months ended 30th June, 2010;

e Reviewed and recommended to the Board for
approval of the audit fee proposal for the Bank Group
for 2010;

e Recommended to the Board to re-appoint KPMG as
the Bank Group’s external auditors for 2010;

e Reviewed the Group Internal Audit Policy;

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;

e Reviewed the Auditor’s Report regarding the internal
control systems for 2009 prepared under section
63(3A) of the Banking Ordinance;

e Reviewed the Interim Report and the interim results
announcement for the six months ended 30th June,
2010;

e Reviewed the audited accounts and final results
announcement for 2010;

e Reviewed the Terms of Reference of the Audit
Committee; and

e Reviewed and approved Group internal audit plan for
2011.

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

The Board agrees with the Audit Committee’s proposal
for the re-appointment of KPMG as the Bank Group’s
external auditor for 2011. The recommendation will be
presented for the approval of shareholders at the Annual
General Meeting to be held on 19th April, 2011.

Full minutes of the Audit Committee meetings are kept
by the Company Secretary. Draft and final versions of
minutes of the Audit Committee meetings will be sent to
all members of the Audit Committee for their comment
and record respectively, in both cases normally within a
reasonable period after the meeting.
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No former partners of the Bank’s external auditors is
acting as a member of the Audit Committee 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 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.

During 2010, the fees paid or payable to KPMG, the
Bank's external auditor, and its associates for providing
non-audit services amounted to approximately HK$3.9
million, which included the following items:

e Review and consultancy services: HK$1.3 million;

e Services made at the request of regulators: HK$1.0
million;

e Taxation services: HK$0.7 million;
e Ad hoc projects: HK$0.3 million; and
e Other services: HK$0.6 million.

The fee paid or payable to KPMG for providing audit
service of the Group is HK$11 million. In addition, the
fee paid or payable to KPMG in relation to local audit of
other entities is HK$2 million.

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

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

D. DELEGATION BY THE BOARD

Management functions

The Board is responsible for formulating overall strategy,
monitoring and controlling the performance of the Group.
Management of the Group’s business is the responsibility
of the Management.

When the Board delegates aspects of its management
and administration functions to Management, it has
given clear directions as to the powers of Management,
in particular, with respect to the circumstances where
Management shall report back and obtain prior approval
from the Board before making decisions or entering into
any commitments on behalf of the Bank.

The Bank has established a Schedule of Matters
Reserved to the Board for Decision to formalise the
functions reserved for the Board and those delegated to
Management. The Board reviews those arrangements on
a periodic basis to ensure that they remain appropriate to
the needs of the Bank.

Matters reserved to be decided by the Board include:
e Appointment of directors and senior executives;
e Business plans of the Bank;

e Proposal for selection of external auditors;

¢ Job mandate of the Chief Executive and Deputy Chief
Executive;

e Financial statements and budgets;

e Substantial investments in assets other than those
arising in the ordinary course of banking businesses;

e Proposals for opening overseas branches or
establishment or acquisition of China and overseas
subsidiaries or associates;

e Formation of policies and codes as required by
regulators; and

e Formation of board committees.

Board Committees

Where Board Committees are established to deal with
matters, the Board shall prescribe sufficiently clear terms
of reference to enable such Committees to discharge their
functions properly.

Apart from the Audit Committee (particulars are disclosed
under section C), the Remuneration Committee (particulars
are disclosed under section B) and the Nomination
Committee (particulars are disclosed under section A),
the Board has also established the following 9 specialised
committees which comprise Directors and where
appropriate, other senior executives from relevant areas:

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

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

3. Policy Committee, which is responsible for discussing
and formulating various strategies and policies for
managing businesses and operations of the Group;
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4. Risk Management Committee, which is responsible
for dealing with risk management related issues of the
Group;

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

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

7. Asset and Liability Management Committee, which
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, which is responsible
for developing and reviewing the Group’s strategy
for managing crisis scenarios and taking charge of
crisis situations which jeopardise or have the potential
to jeopardise the Group in its reputation, liquidity/
financial position and business continuity; and

9. Investment Committee, which 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, East Asia Investment Holdings Limited,
The Bank of East Asia, Limited Employees’ Provident
Fund and The Bank of East Asia, Limited Employees
Provident Fund (UCB).

The Terms of Reference of the Audit Committee, the
Remuneration Committee and the Nomination Committee
require such 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.

E. COMMUNICATION WITH
SHAREHOLDERS

General Meetings

The Board endeavours to maintain an ongoing dialogue
with shareholders and, in particular, to use annual general
meetings or other general meetings to communicate with
shareholders directly.

At the 2010 Annual General Meeting held on 22nd April,
2010:

(i) A separate resolution was proposed by the Chairman
in respect of each separate issue, including the re-
election of Directors.

(i) The Chairman of the Board, the chairmen of the
Audit, Remuneration and Nomination Committees
attended to answer questions of shareholders.

(iii) The Chairman demanded poll on all resolutions.
KPMG, the Bank’s external auditor, was engaged as
scrutineer to ensure the votes were properly counted.

The 2011 Annual General Meeting will be held on 19th
April, 2011, the notice of which will be sent to shareholders
at least 20 clear business days before the Meeting. Please
refer to the 2011 Annual General Meeting Circular which
will be despatched to the shareholders on or around 18th
March, 2011 for further details.

Shareholders’ rights and investor relations

The Articles of Association of the Bank provide that a
resolution put to the vote of the general meeting shall
be decided on a poll. The poll results will be posted on
the websites of the Stock Exchange and the Bank on the
same day following the shareholders’ meeting.

It is the policy of the Bank to maintain 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
annual general meetings as mentioned above, other
communication channels include:

e the Group’'s website at http://www.hkbea.com
where the Bank’s announcements, shareholders
corporate communications, business developments
and operations, financial information, corporate
governance practices and other information are
posted;

e annual and interim reports, and press releases;

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

* meetings with analysts; and

e roadshows.
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CORPORATE SOCIAL RESPONSIBILITY REPORT

A strong sense of identity with the community and a
positive, enabling spirit is at the heart of the corporate
culture at The Bank of East Asia (“"BEA"). The Bank’s
Senior Management ensures that this culture is deeply
inculcated within the operating philosophy of the Bank,
and actively promotes a wide range of initiatives to
promote this philosophy both within the Bank and in the
Bank’s relations with our customers, partners, and the
larger communities in which we serve.

HONG KONG

Employees
Healthy Working Environment & Attractive Benefits

We view our employees as our most important asset, and
ensure that our staff of over 11,000 enjoys a healthy and
positive environment in which to work, and to interact
with others.

We constantly benchmark staff compensation and
benefits against the market, so as to ensure that our
employees are rewarded fairly for their efforts. Staff
members enjoy comprehensive hospitalisation and
outpatient medical benefits as well as flexible maternity
leave and compassionate leave. We also provide financial
relief and personal assistance in cases of genuine need.

The Bank takes a proactive stand against potential health
risks. Prior to the flu season, an Influenza Vaccination
Assistance Programme was launched to enable staff
members to obtain vaccination on a voluntary basis at a
discounted rate.

Personal and Professional Development

BEA supports life-long learning and encourages staff
members to attain relevant professional qualifications.
We provide our colleagues with training opportunities
throughout the year including in-house programmes
(both conventional and e-learning) as well as sponsored
external seminars, workshops, and conferences.

Staff Relations Programmes

In the event that an employee has difficulty coping with
work or outside pressures, the Bank offers timely and
discreet assistance. Services include a hotline, email
consultation, counselling and psychological consultation,
management consultation, advice on stress management,
and other wellness programmes.

BEA encourages staff members to lead healthy, active
lives. In 2010, the Bank’s Staff Sports and Recreational
Club (“SSRC") offered a wide range of health seminars
and special-interest classes, such as a Latin aerobic class,
Yeung's Tai Chi, yoga, and kickboxing. The SSRC also
regularly organises sports and leisure activities for staff
members and their families.

Among the facilities at BEA Tower, BEA's operations centre
located in Kwun Tong, is a gymnasium that is open to staff
members throughout the day and evening. Employees
who prefer to relax outdoors can take advantage of BEA
Tower's landscaped roof-top garden, which features a
breathtaking panoramic view of Hong Kong harbour. The
garden is also equipped with barbeque facilities, and is
often used by staff members and their families to socialise
with colleagues after work or on weekends.

BEA provides its staff with
a positive and healthy
working environment.
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The Bank hones employees’ skills and assists in their career development.

RITHNRTT B T TIERAE - MBMMLPIERE LIEE— PR -

T{REAIE T -

A broad range of recreational activities helps the
staff achieve a healthy work-life balance.
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Recruitment & Outreach Programmes

BEA is an equal-opportunity employer. We have strict
policies in place to ensure that all job applicants are
considered fairly, and that our employees are given
equal opportunity to pursue their careers within our
organisation regardless of gender, religion, or ethnic
background.

The Bank helps local and overseas university and
secondary school students gain work experience by
promoting a range of internship programmes, work
attachment programmes, work-integrated education
schemes, and company visits.

To help students choose their career path and prepare
to join the workforce — particularly in the banking
industry — we conduct recruitment talks at the majority
of universities in Hong Kong and a number of secondary
school throughout the year. In addition, we provide career
advice to recent graduates and hold mock interviews to
help them hone their interviewing skills.

Community Involvement

The Bank is committed to supporting the communities in
which we are active through donation, sponsorship, and
many other forms of support.

In recognition of their exemplary corporate citizenship,
BEA and its wholly-owned subsidiary Blue Cross (Asia-
Pacific) Insurance Limited (“Blue Cross”) were both
named a “Caring Company” by The Hong Kong Council
of Social Service ("HKCSS") for the seventh and second
consecutive years, respectively.

Education

A long-term supporter of higher education in Hong
Kong, BEA awards scholarships to students who exhibit
academic excellence and show professional promise in
our community.

BEA also sponsors the Li Fook Shu Memorial Prize, which
is awarded to the students with the highest marks in the
Final Professional Examination administered by the Hong
Kong Institute of Certified Public Accountants (“HKICPA™).

Social Welfare

BEA is a long-standing supporter of The Community
Chest of Hong Kong (the “Chest”), and has received
the President’s Award every year since 1995. In 2010,
the Bank and its staff participated in many of the Chest’s
programmes, such as the “Corporate and Employee
Contribution Programme”, “Walk for Millions”, and
“Dress Special Day”.

The Bank regularly holds recruitment
days to identify suitable candidates.
FITERRITIRER - RAEEAL
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BEA and its subsidiary Blue Cross were both named a “Caring
Company” by The Hong Kong Council of Social Service for the
seventh and second consecutive years, respectively.
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A responsible corporate citizen, BEA actively supports programmes
and events organised by The Community Chest of Hong Kong.
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The Bank sponsored the Haven of Hope Fundraising Golf Tournament, which raised funds to promote harmonious family relationships.
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In 2010, BEA was a major sponsor of the People’s
Food Bank and other charity projects run by St. James'’
Settlement. In addition, the Bank supported “Hike
for Hospice 2010"”, organised by The Society for the
Promotion of Hospice Care; “The 7th FHS Charity
Walkathon”, held by the Fu Hong Society; and many
more charity activities.

The Bank continues to support the annual fundraising
campaigns of Yan Chai Hospital, Po Leung Kuk, Tung Wah
Group of Hospitals, Hong Kong Red Cross, Senior Citizen
Home Safety Association, and many other organisations.

Arts & Culture

BEA was a major sponsor of various arts and cultural
events in 2010, including “Le French May 2010"
organised by the Association Culturelle France — Hong
Kong Limited, and the Hong Kong Arts Festival, a
highlight of the cultural calendar each year. BEA has
served as sponsor of the Festival’s Finale since 2008.

An active supporter of artistic and cultural events, BEA
sponsors the Hong Kong Arts Festival's Finale programme.
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Health

The Bank supports important health-related charity
programmes on an ongoing basis. In 2010, we sponsored
the Chi Heng Foundation’s Gala Dinner, which was held in
support of children affected by AIDS in Mainland China.
BEA also committed HK$5 million in support of the Hong
Kong Red Cross’ planned blood donation centre at its
new West Kowloon headquarters.

In addition, we supported the establishment of the Hong
Kong Cancer Fund’s CancerlLink Centre in Tin Shui Wai,
New Territories, which extended the Fund's free cancer
support services to people in relatively underserved areas
including Yuen Long and Tuen Mun. BEA also sponsored
the Hospital Authority’s Annual Convention and The
Spastics Association of Hong Kong's 7th World Congress
on Conductive Education.

Humanitarian Aid

BEA responds quickly whenever tragedy strikes. In
August 2010, BEA donated HK$100,000 to the Hong
Kong Committee for the United Nations Children’s
Fund (“UNICEF”) in support of emergency relief aid to
the victims of the mudslide in Zhouqu County, Gansu
Province. Funds donated by the Bank were used to
purchase medical supplies and life-saving equipment
needed for temporary medical stations in this remote area
in western China.
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The Bank supported the Chi Heng Foundation’s efforts to help
children affected by AIDS in Mainland China.
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BEA gave immediate humanitarian

aid to the victims of the mudslide in
Gansu Province through its donation to
UNICEF in August 2010.
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Support for Professional Organisations

The Bank is a frequent sponsor of and participant in
seminars and conferences organised by local professional
bodies, such as The Hong Kong Institute of Bankers
("HKIB"), The Hong Kong Management Association, and
the HKICPA. Many of our senior staff members also serve
on committees and working groups of professional and
government bodies to provide advice and contribute ideas
to industry and the society at large.

Staff Volunteering
New Year’s Party for SMA Patients

The Bank enables our staff to offer their time and care
to disadvantaged members of our community. In co-
operation with the Families of SMA Charitable Trust, we
organised a special New Year's Party for people suffering
from spinal muscular atrophy (“SMA") and their families.
The event was held at the Hong Kong Academy of
Medicine in Aberdeen on 1st January, 2011.

Other Activities

BEA's staff members were actively involved in a wide
range of other community programmes. These included
“Bank Cup of the 17th Green Power Hike"”, organised
by Green Power to raise funds for environmental
protection, awareness, and education; “The 5th Hong
Kong & Macau O! Day”, organised by The Salvation
Army, Hong Kong and Macau Command (“The Salvation
Army”) for underprivileged members of our society; “the
UNICEF Charity Run 2010" in support of the prevention
of the transmission of HIV/AIDS from mother to child;
and many more.

Other Forms of Support

In addition to providing financial assistance, BEA supports
non-governmental organisations (“NGOs"”) through
payment in kind.

To help NGOs reach a larger audience, the Bank included
charitable material from NGOs such as the Chest and The
Salvation Army in its statement mailings to customers.

Staff members participated
in various charity events,
including “the UNICEF
Charity Run 2010".
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BEA's staff members volunteered
to organise a fun-filled party for
SMA patients and their families.
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 BEA sponsored a number of charitable

4 programmes and organised teams to participate
in events such as the “Bank Cup of the 17th
Green Power Hike” and “The 5th Hong Kong &
Macau O! Day”.
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BEA also helped NGOs collect donations by assigning
branches to serve as collection depots, and by offering
Online Donation Service to NGOs through the Bank’s
Payment Gateway Service. BEA's Cyberbanking customers
are able to make donations easily and conveniently via
the Bank’s CyberDonation service.

In 2010, BEA also promoted the HKCSS' “WiseGiving”
charity information platform on Cyberbanking.
“WiseGiving” helps donors make informed decisions by
providing them with a comprehensive range of useful
information on NGOs registered in Hong Kong.

Environment

BEA is committed to conducting business in an
environmentally responsible manner. In 2010, we reduced
our carbon footprint, as well as our consumption of
natural resources, through active involvement in a number
of important environmental initiatives.

Environmental Protection

BEA is a Gold Member of the Business Environment
Council’s Climate Change Business Forum. At meetings
held throughout 2010, BEA joined other Forum members
in policy discussions regarding the impact of climate
change, and regulations to be implemented to promote
more responsible and sustainable development.

For the second consecutive year, in March 2010 the
Bank participated in Earth Hour — an annual global event
organised by the World Wide Fund for Nature to switch
off indoor and display lighting to raise awareness about
global warming.

Energy Conservation

In 2010, BEA became an “Earth Partner” of the Friends
of the Earth (HK) (“FoEHK") and participated in a
variety of environmental initiatives and energy saving
campaigns. The Bank’s efforts to reduce its energy
consumption were recognised by the FOEHK in 2010
when BEA was named company champion of the
FoEHK's “Power Smart” Energy Saving Contest in the
“Biggest Percentage Saver” category.

In addition, our Head Office Building and BEA Tower
qualified for the “Energywi$e Label” Scheme under
the Hong Kong Awards for Environmental Excellence.
Upon verification by the Hong Kong Productivity
Council, BEA received Good Energywi$e Label Awards
for both buildings.

In January 2011, we received a Good Class certificate
from the Indoor Air Quality Information Centre as part
of its “Indoor Air Quality Certificate Awards 2010" in
recognition of the excellent air quality in the common
areas of our Head Office Building.

Waste Management

In 2010, the Bank joined the “Wastewi$e Label”
Scheme under the Hong Kong Awards for Environmental
Excellence. In recognition of its achievements in waste
reduction, BEA received the Good Wastewi$e Label
Award. In line with this scheme, we have adopted eco-
friendly measures to raise the recovery rate of solid waste
such as fluorescent lamps, plastic bottles, aluminium cans,
toner cartridges, etc.

The Bank supports energy conservation, as well as initiatives to improve air and water quality.
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BEA was named Company Champion in the FOEHK's “Power Smart” Energy Saving Contest
in the “Biggest Percentage Saver” category.
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BEA-led Initiatives

The Bank has taken steps to reduce the consumption of
natural resources in our customer communications and to
encourage our customers and employees to do their part
in protecting the environment. These initiatives include
encouraging customers to adopt electronic channels
(when applying for various products and services,
conducting transactions, etc.) as well as the Bank's
e-statement and e-advice services.

We offer our shareholders the option of receiving
corporate communications such as Interim Reports,
Annual Reports, and circulars via electronic means. To
date, more than 13% of our shareholders have chosen to
receive electronic material.

Starting from February 2010, and in line with the new
notification arrangements announced by The Stock
Exchange of Hong Kong, the Bank began informing
non-registered holders of BEA's ordinary shares in the
Central Clearing and Settlement System that corporate
communications were available in electronic format via
the Bank’s homepage. Furthermore, the Bank informed
these investors that hard copies would only be sent to
them upon request in the future. This paper conservation
initiative was supported by the majority of the non-
registered holders, with less than 15% of approximately
4,500 non-registered holders requesting hard copies.

The BEA Foundation and “la Caixa” Foundation donated HK$11 million
in support of The Salvation Army’s efforts to operate the “Palliative Care

in Residential Care Homes for the Elderly” programme.

RERITERELS R "la Caixa" £ 2 HBHERK1,1008 T THIEE -
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The Bank of East Asia Charitable
Foundation

In February 2010, The Bank of East Asia Charitable
Foundation ("BEA Foundation”) and “la Caixa”
Foundation signed a tripartite agreement with The
Salvation Army to provide funding of HK$11 million to
launch a new palliative care programme, “Palliative Care
in Residential Care Homes for the Elderly”. In January
2011, the first two palliative care wards were opened
in the Kam Tin Residence for Senior Citizens and the
Bradbury Home of Loving Kindness in Tai Wai.

In support of higher education in Hong Kong, the BEA
Foundation also gave out a number of scholarships and
prizes to students and incumbent banking professionals
who excelled in their studies at The University of Hong
Kong, The Chinese University of Hong Kong, The Hong
Kong Polytechnic University, The Hong Kong Institute of
Education, and the HKIB.

MAINLAND CHINA

Shanghai Soong Ching Ling Foundation -
BEA Charity Fund

Established by BEA's wholly-owned subsidiary on the
Mainland, The Bank of East Asia (China) Limited (“BEA
China"), and the Shanghai Soong Ching Ling Foundation
in 2009, the Shanghai Soong Ching Ling Foundation

laCaixa

The BEA Foundation donated HK$1 million to the Hong
Kong Red Cross and The Salvation Army to provide warm
clothing, emergency supplies, and rehabilitation support to
the victims of the earthquake in Qinghai Province.
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Combining medical, social, emotional, and spiritual
care, the “Palliative Care in Residential Care Homes
for the Elderly” programme aims to create a new
model of treatment for elderly people who are
suffering from terminal illnesses.
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— BEA Charity Fund (the “Fund”) is actively involved in
a wide range of charitable causes in China. Since its
establishment, the Fund has raised more than RMB10
million. In 2010, it organised a number of highly
successful charitable programmes including:

Firefly Project

Developed to improve educational opportunities for
children in rural areas in China, the Firefly Project was the
Fund’s first and still its most important fundraising activity.

On 15th December, 2010, an annual charity dinner
banquet — "Firefly Charity Night” — was held in Shanghai.
The event was attended by more than 250 distinguished
guests whose generous donations helped the Fund raise a
total of approximately RMB4 million.

BEA University Students Scholarship Programme

The BEA University Students Scholarship programme was
launched in October 2010, providing education grants
and subsidies to students of Fudan University, Sun Yat-Sen
University, and Shenzhen Polytechnic.

Relief Initiatives for Victims of Natural
Disasters

In support of the relief efforts for victims of the
devastating earthquake in Qinghai Province in April

2010, BEA China donated RMB1 million (including a
RMB300,000 donation from the Fund) to the Red Cross
Society of China.

BEA China’s Xi‘an Branch made a donation of
RMB200,000 in support of reconstruction efforts
following the severe damage caused by the mudslide in
Shaanxi Province in August 2010.

In recognition of its steadfast dedication to society,
BEA China was given the “Good Practices in Social
Responsibility for Chinese Enterprises Award” by the
China Business Network and the “Best Corporate Social
Responsibility Award 2010” in the banking category by
SOHU.com during the SOHU 2010 Financial Management
Network Festival.

OTHER SUBSIDIARIES

Credit Gain Finance Company Limited

In November 2010, Credit Gain Finance Company Limited
("Credit Gain"”) helped less fortunate members of the
community by serving as the Gold Sponsor of one of the
Hong Kong Red Cross’ largest annual fundraising events,
the “Pass-it-On” Charity Sales Fundraising Campaign.

The Shanghai Soong Ching Ling Foundation — BEA Charity Fund launched the Firefly
Project to improve children’s educational opportunities and to enhance the quality of
teaching in rural areas in China.
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| BEA China received the “Good Practices
in Social Responsibility for Chinese
Enterprises Award” and the “Best
Corporate Social Responsibility Award
2010" in the banking category from
SOHU.com.
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Credit Gain served as the Gold Sponsor of the
Hong Kong Red Cross’ “Pass-it-On" Charity
Sales Fundraising Campaign.
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Blue Cross (Asia-Pacific) Insurance Limited

Blue Cross supported a series of charitable activities in
2010 including the Hong Kong Physically Handicapped
and Able-Bodied Association’s “Barrier-free Visit to
Historic Sites” programme for the second consecutive
year. The programme introduced barrier-free heritage
spots in Hong Kong to the disabled, promoting and
encouraging people of varied abilities to come together
on equal terms.

In October 2010, Blue Cross sponsored the Wai Yin
Association’s Shanghai Expo Charity Tour, which was
established to provide underprivileged students in Hong
Kong with the opportunity to attend the World Expo
2010 in Shanghai.

Tricor Holdings Limited
Employees
Staff Relations

In March 2010, Tricor Holdings Limited (“Tricor”) held
a Regional Executive Seminar to foster communication
among executives in the Group’s local and overseas
offices. In celebration of its 10th Anniversary, Tricor Hong
Kong organised its first Firm-wide dinner in October
2010, which was attended by over 600 staff members.

Staff Training and Education

Tricor encourages its employees to continue their
education and attain relevant professional qualifications.
In addition to providing regular in-house training, the
Company sponsors staff members who wish to enrol in
external job-related courses and seminars and also grants
study leave and examination leave.

Community
Internships and Scholarships for Students

Tricor provides summer and winter internships to
qualified college and university students, giving them
a better understanding of professional practices and
the business environment. In 2010, Tricor Hong Kong
participated in the Yuen Long District Secondary School
Student Internship Programme organised by the Hong
Kong Coalition of Professional Services, offering summer
internships to Form 5 students from Tin Shui Wai. Tricor
also awards needs-based scholarships to university
students.

Pro Bono Services and Charitable Sponsorship

Tricor provides pro bono corporate services to a number of
charitable bodies and NGOs. Since 2009, Tricor Singapore
has sponsored all of the secretarial, administrative, and
accounting requirements of Lions Savesight Centre
Singapore. In 2010, Tricor Hong Kong sponsored staff
members of the Firm who participated in the UNICEF
Charity Run 2010 and the “5th Hong Kong & Macau O!
Day” organised by The Salvation Army.

Sponsorship of Professional Seminars

Tricor is keen to promote professionalism in related
service industries. In 2010, Tricor Hong Kong continued
to sponsor professional seminars organised by such
professional institutes as The Hong Kong Institute of
Chartered Secretaries, the HKICPA, and CPA Australia.

Blood and Organ Donation

In 2010, Tricor Malaysia organised a 2-day blood and
organ donation drive with the support of the Ministry of
Health and the National Organ & Cell Transplant Centre.

Shanghai Expo Charity Tour.

Blue Cross sponsored the Wai Yin Association’s

E+TFEBASMAREINN [ DEHEREZIR] -

Blue Cross supported the “Barrier-free Visit to Historic Sites” programme, which
brought people of different abilities together on equal terms.
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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, 2010.

PRINCIPAL PLACE OF BUSINESS

The Bank of East Asia, Limited (the “Bank”) 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 (the “Group”) 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, 2010 and the state of the
Bank’s and the Group’s affairs as at that date are set out
in the accounts on pages 118 to 259.

TRANSFER TO RESERVES

Profit attributable to equity holders of the Group,
before dividends, of HK$4,224 million (2009 (restated):
HK$2,604 million) has been transferred to reserves.
Other movements in reserves are set out in Note 38 on
the accounts.

An interim dividend of HK$0.38 per share (2009:
HK$0.28 per share) was paid on 27th September, 2010.
The Directors now recommend the payment of a final
dividend of HK$0.56 per share (2009: HK$0.48 per share)
in respect of the financial year ended 31st December,
2010.

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$8 million (2009: HK$13 million).

FIXED ASSETS

Details of the movements in fixed assets are set out in
Note 31 on the accounts.

SHARE CAPITAL

During the year, a sum of HK$46,523,117.50 standing to
the credit of the share premium account was capitalised
and applied in paying up in full at par 18,609,247
shares of HK$2.50 each that were allotted and issued
to shareholders who had elected to receive new shares
in lieu of the 2009 final dividend and the 2010 interim
dividend.

During the year, 6,967,000 shares of HK$2.50 each were
issued for cash of HK$147,168,220 on the exercise of
options granted under the approved Staff Share Option
Schemes.

As approved at the Annual General Meeting of the
Bank held on 22nd April, 2010, the authorised capital
of the Bank was increased from HK$6,500,000,000
divided into 2,600,000,000 ordinary shares of HK$2.50
each and US$500,000,000 divided into 500,000
Substitute Preference Shares of US$1,000 each to
HK$10,000,000,000 divided into 4,000,000,000 ordinary
shares of HK$2.50 each and US$500,000,000 divided
into 500,000 Substitute Preference Shares of US$1,000
each by the creation of an additional 1,400,000,000
ordinary shares of HK$2.50 each.

SUBORDINATED NOTES

The Bank issued 6.125% subordinated notes qualifying
as tier 2 capital with face value of US$450 million and
US$150 million on 16th July, 2010 and 23rd July, 2010
respectively (the “2020 Notes”). The 2020 Notes are listed
on Singapore Exchange Securities Trading Limited and
will mature on 16th July, 2020. The net proceeds from
the issue of the 2020 Notes were used for refinancing the
Bank’s debt obligation under its outstanding 2015 Notes (as
defined below) and for general working capital purposes.
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DEALINGS IN LISTED SECURITIES OF
THE BANK

On 22nd July, 2010, the Bank repurchased US$74.69
million face value of the 5.625% subordinated notes
qualifying as tier 2 capital, which were issued on 13th
December, 2005 (“2015 Notes”). On 14th December,
2010, the Bank redeemed all the remaining 2015
Notes with face value of US$475.31 million. The 2015
Notes were delisted from The Stock Exchange of Hong
Kong Limited on 21st December, 2010. Save for the
repurchase and redemption of the 2015 Notes, 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, 2010.

DIRECTORS

The present Directors of the Bank are shown on page 54.

It is with deep sadness that the Board of Directors records
that William MONG Man-wai (Non-executive Director)
passed away on 21st July, 2010.

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
Annual General Meeting to be held on 19th April, 2011
(2011 AGM").

Details of the Directors to be re-elected at the 2011
AGM are set out in the circular to the shareholders sent
together with this Annual Report.

No Director proposed for re-election at the 2011 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 2009 and will expire in March 2012.

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(qg)(iv) and
36 on the accounts.

The Bank has received independence confirmations
from the Independent Non-executive Directors, namely:
Allan WONG Chi-yun, WONG Chung-hin, LEE Shau-kee,
Winston LO Yau-lai, 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$350,000 and each of the
other Directors, including the Independent Non-executive
Directors, received HK$230,000, as director’s fees for the
year ended 31st December, 2010.

The fee to the Director who ceased to be a Director
during 2010 was paid in accordance with his 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.



BEXRITETRES

R1TPA 20104 7 A 22 HEEBIE{E 7,469 & 3= T ££ 2005
NRAIBEETHER2RER - LS E[5.625%H)1E
EZW ([2015 24 ) - W 2010F 12 A14BERME
BRTEE4E7531BXITM2015FE - 2015 REER
20105F 12 A2 BEAABME X SMER D FHEE Eiit
iz %ﬁ@&%@zmsﬁ%%'@ilmoiuﬂ31a

BIA{TH) LT -
EEg
ATRAEENEERRESAE -

ATEEERECGEVTES RN 201067 A21 Bt

DERBEGE - R o

REERMAART  IRELBErAEREENES - 5T
HITSBBLN3F  THEBZARNEIFHNREAFE
SRREER  HTHERN SRR A—HAESEM
BERER - RIBFWMAT  TEHE - /T - 2R - #
HISMEBFLESN 2011 F4 B 19BRTHNRREAFES
(MO BFEAFFER]) LEF - WHEEEREE -

FIAE201 RRAFEEEENEENER  HNER
AERTETHRROBRBAUA

PIERE201N RRBAFEG LEREENEER - WREH
REwmBEBATREMBARE—FANAENTRECE
FERRERRSN) MR TR IEMRIEEL -

REHRTEARDE | 2010F 3 | 101

TEESXEARTHITREAE - BT AH3IFNRGES
#IE A 2009 F 4 A#EARN - WS 2012F 3 AlEm o

AERNERTRETAMBAREBEEERBENS
B AIBEFHEGAETNEE LAk -

BATTEBRSIN  ATREFLBAER M ERREREARTT
HRBBAEF A REBAR B F MR P H A S

RRTF [ RIARER ] BT BB & 2(a)iv) & 36 s
W0 IE B RAEBISN + A PO AT o ELAE T 2L B30 4
PEFEMIZHE - DABURTT & 8 B o (TR S PR IR B 2%
18 AT T 2 e ch UG AT S AL o35 A B BB MO MRS S35
TR -

AITEWRBBIFAITES  BFK - HER - FHhE -
BRIS - BT - BRIRAA - HEIE - EFLE R RERE
SRR o AT R TRR

AITERERSKISEL MEAMEEBRREBLIENTES
FESB 238 1EAEZ2010F12 A31 BIEEIBAF
EMEZHESE -

EE BTN E S R RIRE RIS -
ExER

1”57‘%7«!»?5%?—?(%]?%&2!&%3%&?? C RITHOBRESNEE
E./u’f c BEARNTTATRMANERERERHNER - 871
EERERWEA °



102 | The Bank of East Asia, Limited | Annual Report 2010

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

As at 31st December, 2010, 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 Securities and Futures Ordinance (the “SFO") 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 49,346,265
Interest of spouse 1,532,744 50,879,009 2.49
Arthur LI Kwok-cheung Beneficial owner 9,669,685
Founder of discretionary trust 13,507,993 23,177,6782 1.14
Allan WONG Chi-yun Beneficial owner 343,345
Interest of spouse 136
Founder of discretionary trust 12,875,550 13,219,031°3 0.65
WONG Chung-hin Beneficial owner 51,491
Interest of spouse 378,544 430,035% 0.02
LEE Shau-kee Beneficial owner 2,092,183
Interest of corporation 1,100,000 3,192,183> 0.16
Aubrey LI Kwok-sing Beneficial owner 25,730
Interest of spouse 18,727
Beneficiary of discretionary trust 33,976,516 34,020,973° 1.67
Winston LO Yau-lai - - Nil Nil
KHOO Kay-peng Interest of corporation 5,351,566 5,351,5667 0.26
Thomas KWOK Ping-kwong - - Nil Nil
Richard LI Tzar-kai Interest of corporation 5,568,860 5,568,860°8 0.27
Kenneth LO Chin-ming - - Nil Nil
Eric LI Fook-chuen Beneficial owner 4,473,870
Founder and beneficiary
of discretionary trust 21,712,656
Interest of corporation 8,927,149 35,113,675° 1.72
Stephen Charles LI Kwok-sze  Beneficial owner 11,743,781
Interest of children 537,183
Beneficiary of discretionary trusts 2,245,204 14,526,168 1° 0.71
William DOO Wai-hoi - - Nil Nil
KUOK Khoon-ean - - Nil Nil
Valiant CHEUNG Kin-piu - - Nil Nil
Isidro FAINE CASAS - - Nil Nil
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1
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David LI Kwok-po was the beneficial owner of 49,346,265 shares and he was deemed to be interested in 1,532,744 shares through the
interests of his spouse, Penny POON Kam-chui.

Arthur LI Kwok-cheung was the beneficial owner of 9,669,685 shares. Arthur LI Kwok-cheung made a voluntary disclosure of
13,507,993 shares held by a discretionary trust of which he is the founder but has no influence on how the trustee exercises his
discretion.

Allan WONG Chi-yun was the beneficial owner of 343,345 shares and he was deemed to be interested in 136 shares through the
interests of his spouse, Margaret KWOK Chi-wai. He was also deemed to be interested in 12,875,550 shares held by a discretionary
trust, The Wong Chung Man 1984 Trust, of which Allan WONG Chi-yun was a founder.

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.

LEE Shau-kee was the beneficial owner of 2,092,183 shares.

LEE Shau-kee was deemed to be interested in 1,100,000 shares held through Superfun Enterprises Limited (“Superfun”). Superfun was
wholly owned by The Hong Kong and China Gas Company Limited which was 39.88% held by Henderson Land Development Company
Limited (“Henderson Land”).

Henderson Land was deemed to be 64.86% held by Henderson Development Limited (“Henderson Development”). Hopkins (Cayman)
Limited (“Hopkins”) as trustee of a unit trust (the “Unit Trust”) owned all the issued ordinary shares of Henderson Development. Rimmer
(Cayman) Limited (“Rimmer”) and Riddick (Cayman) Limited (“Riddlick”), as trustees of respective discretionary trusts, held units in the Unit
Trust. The entire issued share capital of Hopkins, Rimmer and Riddlick were owned by LEE Shau-kee.

Aubrey LI Kwok-sing was the beneficial owner of 25,730 shares and he was deemed to be interested in 18,727 shares through the
interests of his spouse, Elizabeth WOO. The remaining 33,976,516 shares were held by The Fook Wo Trust, a discretionary trust in which
Aubrey LI Kwok-sing was one of the discretionary beneficiaries.

KHOO Kay-peng was deemed to be interested in 5,351,566 shares out of which (i) 1,193,265 shares were held through Bonham
Industries Limited, a company in which he (and his spouse) held 100% of the issued capital, and (i) 4,158,301 shares were held through
the Malayan United Industries Berhad Group of which he is the Chairman and Chief Executive and a deemed substantial shareholder.

Richard LI Tzar-kai was deemed to be interested in 5,568,860 shares held by certain corporations in their capacity as investment
managers, out of which (i) 5,390,120 shares were held by PineBridge Investments Asia Limited (“PBIA”), and (ii) 178,740 shares were
held by PineBridge Investments LLC (“PBI LLC"). PBIA and PBI LLC are indirect subsidiaries of Chiltonlink Limited which is 100% owned by
Richard LI Tzar-kai.

Eric LI Fook-chuen was the beneficial owner of 4,473,870 shares, and 21,712,656 shares were held by New Jerico (PTC) Limited in
the capacity of trustee of The Jerico Unit Trust. Eric LI Fook-chuen is the sole director of New Jerico (PTC) Limited. All the units in The
Jerico Unit Trust are 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 8,927,149 shares held by The Kowloon Dairy Limited of which he is the Chairman and Chief
Executive Officer.

Stephen Charles LI Kwok-sze was the beneficial owner of 11,743,781 shares, and he was deemed to be interested in 537,183 shares
through the interests of his children under the age of 18. Of the remaining 2,245,204 shares, (i) 2,059,200 shares were held by a
discretionary trust, Settlement of Dr. Simon F. S. LI, of which Stephen LI Kwok-sze, his spouse and his children under the age of 18 were
beneficiaries and (ii) 186,004 shares were held by a discretionary trust, Longevity Trust, of which his children under the age of 18 were
beneficiaries.

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, 2010 was shown in the following section under the
heading “Information on Share Options”.
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lll. Interests in debentures of the Associated Corporation of the Bank:

Name

Capacity and nature Amount of debentures

Allan WONG Chi-yun
Eric LI Fook-chuen

Interest of spouse’
Beneficial owner?

RMB20,000,000

RMB 10,000,000

Notes:

1 Allan WONG Chi-yun was deemed to be interested in the Renminbi bonds issued by The Bank of East Asia (China) Limited, a wholly-
owned subsidiary of the Bank, through the interests of his spouse, Margaret KWOK Chi-wai. The bonds, with an aggregate principal

amount of RMB4 billion, were issued in 2009 at an annual interest rate of 2.8%.

2 Eric LI Fook-chuen was the beneficial owner of the above interests in the Renminbi bonds issued by The Bank of East Asia (China) Limited,
a wholly-owned subsidiary of the Bank. The bonds, with an aggregate principal amount of RMB4 billion, were issued in 2009 at an

annual interest rate of 2.8%.

IV. Interests in Hybrid Tier | Capital Instruments:

Allan WONG Chi-yun was the beneficial owner of the following capital instrumentshete:

Issuer Type/Class of securities

Amount of debentures No. of shares

The Bank of East Asia, Limited  Subordinated Notes
Innovate Holdings Limited Preference Shares
The Bank of East Asia, Limited  Substitute Preference Shares (unissued)

US$7,000,000 -

- 7,000
- 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 “Notes”) stapled with perpetual
non-cumulative step-up preference shares issued by Innovate Holdings Limited, a wholly-owned subsidiary of the Bank (the “Innovate
Preference Shares”). The Notes and the Innovate Preference Shares are listed as stapled units on Singapore Exchange Securities Trading
Limited. 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 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, 2010:

Number of Share Options

Date of Outstanding Outstanding

Name Grant*  at 1/1/2010 Granted Exercised Lapsed at 31/12/2010
David LI Kwok-po 03/5/2005 1,100,000 - 1,100,000¢ - Nil
03/5/2006 1,100,000 - - - 1,100,000
10/5/2007 1,100,000 - - - 1,100,000
05/5/2008 2,200,000 - - - 2,200,000
05/5/2009 2,000,000 - 2,000,000¢ - Nil
06/7/2010 - 2,000,000° - - 2,000,000
Aggregate of other 03/5/2005 3,087,000 - 3,087,000¢ - Nil
Employees* 03/5/2006 880,000 - 110,000¢ - 770,000
10/5/2007 935,000 - - - 935,000
05/5/2008 1,870,000 - - - 1,870,000
05/5/2009 4,100,000 - 120,000¢ - 3,980,000
06/7/2010 - 3,950,000° - - 3,950,000
Other Participants** 03/5/2005 550,000 - 550,000¢ - Nil
03/5/2006 715,000 - - 165,000 550,000
10/5/2007 715,000 - - 165,000 550,000
05/5/2008 1,430,000 - - 330,000 1,100,000
05/5/2009 500,000 - - - 500,000

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

**  Other Participants refer to two former employees who ceased to be employees of the Bank in 2009 and 2010. The share options were
granted to them prior to their cessation as employees of the Bank.

Notes:

a  Particulars of share options:

Exercise Price

Per Share
Date of Grant Vesting Period Exercise Period HK$
03/5/2005 03/5/2005 - 02/5/2006 03/5/2006 — 03/5/2010 20.86¢
03/5/2006 03/5/2006 - 02/5/2007 03/5/2007 - 03/5/2011 30.04°
10/5/2007 10/5/2007 — 09/5/2008 10/5/2008 — 10/5/2012 42.84¢
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

b (i) The closing price of the shares of the Bank immediately before 6th July, 2010 on which the options were granted was HK$28.45.

(i) Fair value of share options granted during the year ended 31st December, 2010 and the assumptions are set out in Note 36 on the

accounts.
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¢ 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, 2010:

Exercise Price Per Share AWA Closing Price
Date of Grant No. of Options Exercised HK$ HK$
03/5/2005 4,737,000 20.86 28.78
03/5/2006 110,000 30.04 34.20
05/5/2009 2,120,000 21.25 32.05

d After adjusting for the one for ten bonus issue of shares in 2009 (“Bonus Issue”).

(2) No share options were cancelled during the year ended 31st December, 2010.

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

Save as disclosed above, as at 31st December, 2010, 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 Staff Share Option Scheme 2007 that was adopted on 12th April, 2007 (the “2007
Scheme") disclosed in accordance with the Listing Rules:

1.

Purpose of the Scheme:

(@  The Scheme is a share incentive scheme and is established to recognise and acknowledge the contributions that
eligible persons had made or may make to the Group.

(b)  The Scheme will provide the eligible persons with an opportunity to have a personal stake in the Bank with the
view to motivating the eligible persons to optimise their performance and efficiency for the benefit of the Group.

Participants of the Scheme:

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

Total number of shares available for issue under the Scheme and % of issued share capital at 31st December, 2010:

The total number of shares available for issue under the Scheme is 85,418,687 ordinary shares (after adjusting for the
Bonus Issue) representing 4.18% of the issued share capital at 31st December, 2010.

Maximum entitlement of each participant under the Scheme:

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

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

Beginning on the first anniversary of the Date of Grant of such options and ending on the fifth anniversary thereof.

The minimum period for which an option must be held before it can be exercised:

From the Date of Grant of such options up to the day immediately before the first anniversary thereof.
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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.

9. The remaining life of the Scheme:

The Scheme Period will end on 11th April, 2012.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS

As at 31st December, 2010, the interests and short positions of Substantial Shareholders and Other Persons of the Bank in
the shares and underlying shares of the Bank as recorded in the Register required to be kept under section 336 of the SFO
were as follows:

Long positions in ordinary shares of the Bank:

Name Capacity and nature No. of shares % of issued share capital
Negocio de Finanzas e Inversiones |, S.L.U. Beneficial owner 306,508,907 15.01
Criteria CaixaCorp, S.A. Interest of corporation 306,508,907" 15.01
Caja de Ahorros y Pensiones de Barcelona Interest of corporation 306,508,907' 15.01
Guoco Management Company Limited Beneficial owner 185,278,726%3 9.124
Guoco Group Limited Interest of corporation 185,278,726 9.12
Guoline Overseas Limited Interest of corporation 185,278,726%3 9.124
GuolLine Capital Assets Limited Interest of corporation 185,278,726 9.124
Hong Leong Company (Malaysia) Berhad Interest of corporation 185,278,726%3 9.12
HL Holdings Sdn Bhd Interest of corporation 185,278,726 9.12
QUEK Leng Chan Interest of corporation 185,278,726 9.12
Hong Leong Investment Holdings Pte. Ltd. Interest of corporation 185,278,726° 9.12
Davos Investment Holdings Private Limited Interest of corporation 185,278,726° 9.12
KWEK Leng Kee Interest of corporation 185,278,7263 9.12
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Notes:

1

As at 31st December, 2010, Caja de Ahorros y Pensiones de Barcelona was holding a 79.45% interest in Criteria CaixaCorp, S.A. which
was the sole shareholder of Negocio de Finanzas e Inversiones I, S.L.U. Caja de Ahorros y Pensiones de Barcelona and Criteria CaixaCorp,
S.A. were deemed to be interested in the 306,508,907 shares held by Negocio de Finanzas e Inversiones I, S.L.U.

The Bank was notified that the shareholdings of the above three corporations had been increased to 310,312,707 shares (equivalent to
approximately 15.20% of the issued share capital of the Bank as at 31st December, 2010). Such increases in shareholdings were not
required to be disclosed under Part XV of the SFO.

The references to 185,278,726 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 185,278,726 shares (equivalent to approximately 9.12% of the issued share capital of the Bank at
the time of disclosure pursuant to Part XV of the SFO and 9.07% of the issued share capital of the Bank as at 31st December, 2010).
Hong Leong Company (Malaysia) Berhad was deemed to be interested in the 185,278,726 shares held by Guoco Management Company
Limited by virtue of its 100% interest in Guoline Capital Assets Limited which owned a 100% interest in GuolLine Overseas Limited.
Guoline Overseas Limited held a 71.48% 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 185,278,726 shares held by Guoco Management Company Limited.

QUEK Leng Chan was deemed to be interested in the 185,278,726 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 held as to 46.68% and 2.43% by HLH and
QUEK Leng Chan respectively.

The references to 185,278,726 shares of the Bank in Notes 2 and 3 relate to the same block of shares. Hong Leong Company (Malaysia)
Berhad was 34.49% 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 185,278,726 shares (equivalent to approximately 9.12% of the issued share capital of the Bank at the time of disclosure pursuant
to XV of the SFO and 9.07% of the issued share capital of the Bank as at 31st December, 2010) 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 185,278,726 shares held by Guoco Management Company Limited by virtue of his
41.92% interest in Davos Investment Holdings Private Limited.

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.

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, 2010 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, 15th February, 2011
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(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 118 to 259, which comprise the consolidated and the Bank'’s statements of financial position as at 31st
December 2010, 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.

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.

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.

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, 2010 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, 15th February, 2011
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For the year ended 31st December, 2010 & Z2010F 12531 H1FFE

2010 2009
_ Restated & ¥y
Notes fifi# HK$ Mn B¥EEBT  HKS Mn BB EET
Interest income FLEHA 4 13,626 12,121
Interest expense FEZH 5 (6,083) (5,374)
Net interest income RN 7,543 6,747
Fee and commission income R & RAS KA 6 3,649 2,799
Fee and commission expense AR5 & RAE X H (707) (537)
Net fee and commission income R & kA& /F58 2,942 2,262
Net trading (losses)/profits RS (E8),wHFE 7 (146) 941
Net result from financial instruments it E?%Liﬂ?ﬁﬁnl%ﬁﬂgi
designated at fair value through NTEESRIARN
profit or loss @i%iﬁ 8 263 (267)
Net hedging loss R ETEFEE (5) =
Other operating income H g B A 9 529 505
Non-interest income FEF BUA 3,583 3,441
Operating income AT ON 11,126 10,188
Operating expenses mES 10 (6,904) (6,129)
Operating profit before impairment losses < IBR IR B 18 2k 7 45 &5 Fl) 4,222 4,059
Impairment losses on loans and advances &3 kAR EE K 11 (285) (1,105)
Impairment losses on held-to-maturity RER AR A RERL
investments 27 - 9)
Impairment losses on available-for-sale At ESmEERMBEEL
financial assets (24) (14)
Write back of impairment losses on NIV R IR = BN EE
associates 1 -
Write back of/(charge for) impairment TR E B R BB (2 §8)
losses on bank premises 31 2 (13)
Impairment losses B K (306) (1,141)
Operating profit after impairment losses 2 KR R{EEBLE 2
Fed—vingl 3,916 2,918
Net loss on sale of held-to-maturity HERZEHEEZ
investments HEE - (12)
Net profit on sale of available-for-sale HERHEESREEY
financial assets A 12 234 102
Net profit on sale of loans and receivables 1% &5k & fE Uk BEIE >
ﬁr/mﬂ 1 2
Net profit on sale of subsidiaries/associates H&E B AT, B AT 2
/?/_ﬁnﬁj 238 —
Net (loss)/profit on sale of fixed assets HEBTEEZF(ER),
pig (6) 16
Valuation gains on investment properties ~ E{HIREMEZEF 317 426 206
Share of profits less losses of associates — JE{EE 4 A B KU 18 341 264
Profit for the year before taxation FERNBREATGER 5,150 3,496
Income tax Frig i 13 (847) (819)
Profit for the year after taxation FEANBRTZEH 4,303 2,677
Attributable to: AEER
Owners of the parent REEE AR R 4,224 2,604
Non-controlling interests EEElg 39 79 73
Profit after taxation CROREin 4,303 2,677
Earnings per share BRER HKS$ B ¥ HK$ 78 ¥
Basic FHAR 16 1.92 1.39
Diluted e 16 1.92 1.38

F12682598 2B AKREZ —&5 - BB
FENRNENSFATRERS ZFBEEFERRN
PfEE15 ©

The notes on pages 126 to 259 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 15.
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For the year ended 31st December, 2010 & Z2010F 12531 H1FFE

2010 2009
Restated E%f

Notes ff/z# HK$ Mn B¥EET  HKS Mn BEEET

Net Profit Al 4,303
— As previously reported — ﬁﬂﬁﬁﬁi 2,638
— Adjustment arising from changes in SRR EE) 5|5
accounting policies E’\JEH?E 39
— As restated —E% 2,677
Other comprehensive income for the FREAM RIS (KERT
year (after taxation and reclassification Ko fEFHER) :
adjustments):
Premises: ATk
— unrealised surplus on revaluation of — B THPTEE £/
premises RERBH 38(c) 40 97
— deferred taxes —iRERIR 38(c) (2) (37)
— exchange differences —EHER 3 -
Available-for-sale investment A ERE NS
revaluation reserve:
— fair value changes taken to equity —TF AR
N EBEEE 38(h) 91 575
— fair value changes transferred —w#a (EA) KRN
from/(to) income statement: NEEEZE :
— on impairment and amortisation — BB RS 38(h) 24 11
— on disposal —HE 38(h) (200) (29)
— deferred taxes —RIERIAR 38(h) 57 (43)
Share of changes in equity of associates  JE{HE4 A Bl4EZEH) 38() 36 17
Exchange differences on other reserves — Efib & FTE £ Eﬂ%%’é 38(d) 50 =
Exchange differences on translation of:  EHT & & £ & IE 5 =58
— accounts of overseas branches, —BINTT - B A E R
subsidiaries and associates Bt & A RIRORRIE 38(f) 769 163
Other comprehensive income Hih 2 mUEs 868 754
Total comprehensive income ey 5,171 3,431
Total comprehensive income 2HENGBEIFEERN
attributable to:
Owners of the parent INEE BIRL R 5,092 3,358
Non-controlling interests EiREa Fnd 39 79 73
5,171 3,431

The notes on pages 126 to 259 form part of these accounts.

F126E2598 2 M BAKRIE 2 —&5 °
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As at 31st December, 2010 2010 12531H

1st January, 2009

2010 2009 20091418
Restated E1f Restated E#§
Notes #fi HKS Mn B¥EET HKSMn BEET  HKSMn B EET
ASSETS BE
Cash and balances with banks and e RERITEM
other financial institutions SRBENET 20 48,293 29,712 28,105
Placements with banks and ERTREAMS BEEN
other financial institutions FH 21 58,197 67,945 96,574
Trade bills BHRE 2 18,548 1,847 1,164
Trading assets RHRGEE 23 5,845 5722 3,437
Financial assets designated at fair value ?Eﬁ?%%ﬁi@?ﬁﬁétx&ﬂ%
through profit or loss NFEENSREE 24 16,192 10,392 4,130
Advances to customers and REEHREMERE
other accounts 25 320,040 261,803 243,725
Available-for-sale financial assets At ESREE 26 40,779 30,883 18,560
Held-to-maturity investments BEE|EHIRE 27 5714 7,239 5,006
Investments in associates BEARIRE 29 3,573 2,615 2,486
Fixed assets BEBE 31 12,414 11,467 9,146
~ Investment properties —REME 2,574 2,095 1,839
~ Other property and equipment —HERR 9,840 9,372 7,307
Goodwill and intangible assets HEREVEE 30 4,188 4,135 2,734
Deferred tax assets EERIBEAE 33(b) 410 322 301
Total Assets BELER 534,193 434,082 415,368
EQUITY AND LIABILITIES REERRAE
Deposits and balances of banks and BITREM S RHED
other financial institutions TR R 9,994 11,886 27,045
Deposits from customers BPER 419,833 342,528 323,802
Trading liabilities RHRBEE 34(a) 3,101 1,455 2,846
Certificates of deposit issued BETERE 5,586 2,812 5,491
— At fair value through profit or loss —BBBENRRATEER 2,754 2,442 3,777
- At amortised cost — B 2,832 370 1,714
Current taxation AHHE 33(3) 618 147 333
Debt securities issued BETEBES 4,950 4,346 =
Deferred tax liabilities ETHEAE 33(b) 214 308 7
Other accounts and provisions H b BRTE I 34(b) 28,561 18,506 12,139
Loan capital FEéEZ!K 35 12,693 12,359 11,036
— At fair value through profit or loss —BBBENRRATEE 3,548 7,712 6,395
- At amortised cost — B 9,145 4,647 4,641
Total Liabilities BEER 485,550 394,347 382,699
Share capital B 37 5,105 4,623 4,183
Reserves i 38 39,138 30,754 28,147
Total equity attributable to owners of the ~ BERALE IR RERAE
parent 44,243 35,377 32,330
Non-controlling interests IR 39 4,400 4,358 339
Total Equity RSB 48,643 39,735 32,6609
Total Equity and Liabilities PRE R B EEE 534,193 434,082 415,368

Approved and authorised for issue by the Board of Directors on 15th February, 2011.

Chairman and Chief Executive
Directors

The notes on pages 126 to 259 form part of these accounts.

David LI Kwok-po FEFITBARE
Allan WONG Chi-yun £

WONG Chung-hin
Winston LO Yau-lai

BEEMN201192 715 A0k R IRER -

FEHE
=l
HIFRE
BERE

8812622598 2 it B ARRIEZ — &5
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As at 31st December, 2010 2010 12531H

1st January,2009
2010 2009 2009F1 818
Restated &3} Restated E#f
Notes #fiZ HKS Mn B¥EET HKSMn BBEEET  HKSMn B EET
ASSETS BE
Cash and balances with banks and Re REFTMEMD
other financial institutions SRKENETR 20 17,808 12,527 4,852
Placements with banks and other ERTREMSREER
financial institutions FH 21 39,974 61,894 92,735
Trade bills EOES 2 4,166 861 521
Trading assets RHMEEE 23 4,1% 3,324 2,914
Financial assets designated at fair value BEABBERURMY
through profit or loss ATEENEREE 24 16,192 10,384 4,114
Advances to customers and other accounts B EZ R EMERIE 25 191,063 148,596 138,640
Amounts due from subsidiaries HEBARRZK 32) 30,794 12,719 16,398
Available-for-sale financial assets ARNESREE 26 21,162 18,935 10,985
Held-to-maturity investments RHEIHEE 27 3,766 4,802 3,318
Investments in subsidiaries MBLREE 28 13,719 13,457 11,673
Investments in associates BENAIRE 29 2,390 1,946 1,984
Fixed assets ETEE 31 6,691 6,220 5,587
~ Investment properties —REME 2,173 1,798 1,819
- Other property and equipment —EtENRE 4,518 4,422 3,768
Goodwill and intangible assets HERENEAE 30 1,460 1,460 1,460
Deferred tax assets FERIBEE 33(b) 208 168 152
Total Assets BEAR 353,589 297,293 295,333
EQUITY AND LIABILITIES REERRAE
Deposits and balances of banks and RO E S REES
other financial institutions FR R 3,233 3,521 1,093
Deposits from customers LYSIES 276,706 237,517 240,029
Trading liabilities REHBHAR 34(3) 2,432 1,235 2,549
Certificates of deposit issued BETENE 7,786 5,012 7,691
— At fair value through profit or loss —RBEENRYE AT EE 2,754 2,442 3,777
~ At amortised cost —H AR 5,032 2,570 3914
Amounts due to subsidiaries NG ¢ 32(b) 2,722 1,642 1,994
Current taxation REFE 33(3) a4 18 60
Debt securities issued BETELES 241 - =
Deferred tax liabilities FERIBERE 33(b) 210 133 =
Other accounts and provisions HBRIER&E 34(b) 8,343 3,548 3,479
Loan capital EEAR 35 17,006 16,275 11,036
~ At fair value through profit or loss —BBBENRBR AT EE 7,861 11,628 6,395
— At amortised cost — B R 9,145 4,647 4,641
Total Liabilities BEEE 319,120 268,901 267,931
Share capital BB 37 5,105 4,623 4,183
Reserves i 38 29,364 23,769 23,219
Total equity attributable to owners BRI RS AR
of the Bank 34,469 28,392 27,402
Total Equity and Liabilities REER kA GRS 353,589 297,293 295,333

Chairman and Chief Executive
Directors

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

The notes on pages 126 to 259 form part of these accounts.

Approved and authorised for issue by the Board of Directors on 15th February, 2011.

BEESN201142 815 B RIFHERM -

FEARTTEARE, FEHH
2 BEFR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ReERERR

At 1st January, 2010 5201081818

- As previously RS

reported 463 4526 170 1,169 286 928 86 14,866 1518 6,993 35,165 4358 39,523
- Adjustment -REHHRED

arising from EE GRS

changes in

accounting

palicies - - - - - 54 - - - 158 M - M2
- As restated -&§ 463 4526 170 1,169 286 982 86 14,866 1518 1151 353717 4358 39,735

Changesinequity 5%
Shares issved in e URA B EGHRG

of dividend 4 47 - - - - - 557 - - 557 - 557
Subscription of ABEHR
new shares 48 4,695 - - - - - - - - 5113 - 5113

Shares issued under  HEEEAR:HE

Staff Shares Option ~ Z7éhRf

Schemes 1 130 - - - - - - - - 147 - 147
Equity settled WRIAERER

share-based I35

transaction - - 2 - - - - - - - 2 - 2
Transfer HE - Wi (34) - - - - 30 439 (462) - - -
Dividends declared or FEAZEf

approved during  HERERE

the year - - - - - - - - - 2072 (2072) (56) (2128)
Saleof interestsin ~ HERZERT

businesses to FARER RS

non-controlling

interests investors - - - - - - - - - - - 4 4
Exchange adjustments [E 5% - - - - - - - - - - - 15 15
Total comprehensive  £AZENE/(iH)

incomellexpense) 46

for the year - - - 769 (28) M - - 86 4224 5,092 79 511

At 315t December,  12010E12A318
2010 5105 9,331 165 1,938 258 1,023 86 15,453 2,083 8,841 44,283 4,400 48,643
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
GRERREHR(R)

At 1t January, 2009 720091 718
~Asprevously  —ETHRE

reported 4183 4922 125 1,006 (228) 863 8 14,634 1,216 5339 32,146 339 32,485

- Adjustment -BeihRED
arsing from BB GRS

changes in

accounting

policies - - - - - 65 - - - 119 184 - 184
- As restated -Ef 4183 4922 125 1,006 (228) 928 86 14,634 1,216 5458 32330 339 32,669

Changes inequity 5% H
Shares issued in e~ HIRH EZ/TEIREA

of dividend 17 (1 - - - - - 177 - - 177 - 177
Capitalisation issue ~ BA{KEfT 418 8) - - - - = = - - - - -
Shares issued under  EEEZR:HE

Staff Shares Option ~ 7RR(

Schemes 5 36 - - - - - - - - 4 - 4
Equity settled share-  SARAZRMERf

based transaction 225 - - n - - - - - - - Ul - n
Transfer g5 - 3 (26) - - 6) - 55 25 (311) - - -

Dividends declared or £EARE/3,

approved during  FERHRE

the year - - - - - - - - - (600) (600) (55) (655)
Sdleof interestsin -~ HERZREST

businesses to HEhER R AR

non-controlling

interests investors - - - - - - - - - - - 132 132

Purchase of interests 3R A%
inbusinesses from ~ BEAE£fE%
non-controlling

interests investors - - - - - - - - = = = (10) (10
Hybrid Tier T note ~ BTRA— AR

- 18 B - - - - 8 8 g g - o3 3
Exchange adjustments [E £ - = = = = = = = = = = 2 2
Total comprehensive  EAZFNAAE

income for the year

~Asprevously  —IETRE

reported - - - 163 514 Ul - - 17 2,565 3330 73 3403

-Adustments - EEHEES
arising from Gl

changes in

accounting

policies - - - - - (1) - - - 39 28 - 2
- Asrestated -Ef = = = 163 514 60 = = 17 2,604 3358 73 3431

At31stDecember, 200912318
2009 (asrestated)  (E) 4,623 4,526 170 1,169 286 982 86 14,866 1518 7,151 35377 4,358 39735

The notes on pages 126 to 259 form part of these accounts. 2126522598 2 i BARRIEZ —3b15 ©
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For the year ended 31st December, 2010 & Z2010F 12531 H1FFE

2010 2009
Notes A7z HK$ Mn B¥EEIT HKS Mn BEEET
OPERATING ACTIVITIES REXEBEH
Profit for the year before taxation FEAKRTADGF) 5,150 3,496
Adjustments for: AR
Charge for impairment losses on BRNBFTREIR KX i
loans and advances 11 285 1,105
(Write back of)/charge for impairment FEI RS « AEHE
allowances on held-to-maturity SEEE AR E]H
investments, available-for-sale BB (%) S 88
financial assets and associates 23 23
Share of profits less losses of associates FEAL B 2N Al F s Es 18 (341) (264)
Net loss on sale of held-to-maturity HEFE IR & FE1E
investments - 12
Net profit on sale of available-for-sale HEHEETREE
financial assets el (234) (102)
Net profit on sale of subsidiaries and HEME A R REE A A
associates Fom (238) =
Net loss/(profit) on sale of fixed assets tb'/éﬁlﬂm)ﬁ%z%?%ﬁ/
6 (16)
Interest expense on loan capital and E?‘Efﬂﬁ“ﬁzﬁﬁﬁmﬁ%
certificates of deposit MEXZH 679 641
Depreciation on fixed assets BEBENE 10, 31 581 512
(Write back of)/charge for impairment T RE B Sk ([E18)
loss on bank premises > §H 2) 13
Dividend income from available-for-sale  AJ{tH &S g EER S
financial assets A (66) (46)
Amortisation of intangible assets A B 10 34 13
Amortisation of premium/discount on BEIEABEREEER
certificates of deposit and loan Am IS I
capital issued 68 68
Revaluation losses on certificates EREBTERER
of deposit and loan capital issued BEITEEER
[E518 140 1,236
Valuation gains on investment properties S {HI& & M%ERF 31 (426) (206)
Equity-settled share-based payment LARRAD B E T EX (& A
expenses 29 71
OPERATING PROFIT BEFORE CHANGES % 3E& & % B AT #0857
IN WORKING CAPITAL 5,688 6,556
(Increase)/decrease in operating assets: IREREE (1) AR
Cash and balances with banks with JRZSHBBR A 31E A LA £/
original maturity beyond three months R REAMRI TR
peyea (8,176) (2,405)
Placements with banks and other JRZAHAR A&31E A ERY
financial institutions with original R1T R H b2 ik g
maturity beyond three months TR 21,616 (3,875)
Trade bills B5ERE (16,701) (683)
Trading assets RHBBEE (191) (2,617)
Financial assets designated at fair value 357 AR iB1Bz5 LA ik
through profit or Toss ANTEENEREE (5,800) (6,262)
Advances to customers BEEER (52,025) (18,095)
Advances to banks and other financial IRITRE M S BB E K
institutions (642) 172
Held-to-maturity debt securities RE R AERSE 5 1,467 (2,056)
Available-for-sale financial assets ARt ESREE (7,112) (11,489)
Other accounts and accrued interest ﬁfmﬁﬁﬁf?ﬂ (7,809) (1,219)
Increase/(decrease) in operating liabilities: 4X& & (&1 (& )58 -
Deposits and balances of banks and fEﬁ&E@ﬁmMé%E’]
other financial institutions Tk M aEen (1,671) (15,159)
Deposits from customers BPEER 79,030 18,726
Trading liabilities RHBBERE 1,655 (1,391)
Other accounts and provisions HAhBRTE K = 10,150 6,328
Exchange adjustments ME 5 AR 551 (114)
NET CASH INFLOW/(OUTFLOW) FROM E&EBHEARA (i)
OPERATIONS HEE 20,030 (33,583)
Income tax paid EATFTEH
Hong Kong profits tax paid BRBEEFEH (39) (53)
Overseas profits tax paid BEINIEE (524) (527)
NET CASH GENERATED FROM/(USED IN);& E/(ﬂiﬁ&‘ REEKEE
OPERATING ACTIVITIES ] 19,467 (34,163)
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For the year ended 31st December, 2010 & Z2010F 12531 H1FFE

2010 2009
Notes fi/7# HK$ Mn B¥HETT HKS Mn BEBEET

INVESTING ACTIVITIES BETEH
Dividends received from associates W ERESE & A FIAR S 78 190
Dividends received from CER A 4 1 S AR 1 75
available-for-sale equity securities Az 8 66 46
Purchase of equity securities AR FH (937) (851)
Proceeds from sale of equity securities HERAD B SIS RIE 433 483
Purchase of intangible assets BAEREE - (1,380)
Purchase of fixed assets BABTEEE 31 (873) (2,561)
Purchase of investment properties AR E Y (16) =
Proceeds from disposal of fixed assets & EE & EFTS R 56 50
(Purchase)/disposal of shareholding in (BA)/HEBENT]
associates ez (513) 36
Purchase of subsidiaries FE AR AR 43(a) (54) (43)
Proceeds from sale of interest in & — AT S A Rl
a subsidiary FriS 578 43(b) 521 1
Sale of interests in business to S R S S T IR AR
non-controlling interests investors =R EE 4 132
Purchase of interests in business from MIEERERIZREERBA
non-controlling interests investors BEI: 3 - (10)
NET CASH USED IN INVESTING ARREED 2 REFH
,,,,,, ACTIVITIES oo 23y (3,907)
FINANCING ACTIVITIES MEEE
Ordinary dividends paid XA E BARAR S (1,247) (427)
Distribution to Hybrid Tier 1 issue BT RE—HREATA
holders BEA (330) (51)
Issue of ordinary share capital BT EEARAR AN 37 147 41
Issue of Hybrid Tier 1 note FITRE—MEATIER - 3,877
Subscription for new shares Elisoii 5,113 -
Issue of certificates of deposit BTN 4,111 594
Issue of debt securities BITEIEES 411 4,334
Issue of loan capital EITBEER 4,615 =
Redemption of certificates of fE[E 2 A T17 k8
deposit issued (1,409) (3,260)
Redemption of loan capital ERIEBITIEEER (4,290) =
Interest paid on loan capital SHEEEART S (435) (535)
Interest paid on certificates of SNBETEREFE
deposit issued (88) (79
NET CASH GENERATED FROM FERMETEH RS FE
FINANCING ACTIVITIES 6,604 4,494
NET INCREASE/(DECREASE) IN REeRZERELEHEE
CASH AND CASH EQUIVALENTS OR) 28 24,836 (33,576)
CASH AND CASH EQUIVALENTS AT MB1BZRERERAES
1ST JANUARY =) =] 43(c) 60,530 94,106
CASH AND CASH EQUIVALENTS AT R12A31BZRERERR
31ST DECEMBER +I18 8 43(c) 85,366 60,530
Cash flows from operating activities REKEEFEENR SR
included: ERIE
Interest received S ON 12,733 12,671
Interest paid B 5,162 6,238
Dividend received & B A 97 78

The notes on pages 126 to 259 form part of these accounts.

F126E2598 2 MisFBARE 2 —&5 °
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(a)

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

Statement of Compliance

These accounts have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs"”), which collective term includes
all applicable individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"), and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"), accounting principles
generally accepted in Hong Kong and the requirements of the Hong Kong
Companies Ordinance. These accounts also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited. A summary of the significant accounting policies adopted
by the Group is set out below.

The 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.

Basis of Preparation of the Accounts
The accounts for the year ended 31st December, 2010 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.

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.
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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 49.

(c) Basis of Consolidation

U]

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 company,
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.

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)).
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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 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.

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)) or, when appropriate, the cost on
initial recognition of an investment in an associate.

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

(ii)
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(d) SMEEIRE

(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 balance sheet date. 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 in the exchange
reserve.

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 balance sheet date.
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.

(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.
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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.

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.
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(f) Financial Instruments

@

(ii)

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.

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.

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.

f) &
(i

(ii)
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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)).

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)).

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.

BREtENeREAERSREERA
FEEAR BATEEZEPELCR
BERBAMEBE AR AN KES
RoREEXEBR - HEMSIFX
NARIBEREERNZ B ARER

B FIER IR

BRI YRR EE XA E N SR E
HRORBERMSHRENFTESEE
E  ETER@QAKREEEINEHNR
HEMBR D BFEEIZAE (b
AEENBEHERTERABBIERIAR
BRAFEEKAERE  RORREA
BETBEM B R BA MIRIRE - BT EIE
HAEESEZENRE  #e0RARHfih
& EFMEREREERFERITR
Hih 2 REENER EREBREP
BRI o

DEREFMERERNEST - A
RERUNBEATPETNES » M
BEPRASEAEREMBRITERTERE
ERFENERER - (FEHREBEEREZE
FHRERFEERNEESHIEFE
B LAEEREESRERTRE—
BEPORER - B - B 5% 2 H B 55K
EREFEBAREERT P EEERS - It
BRESEEHERE EHESRAE
RABITHE LR

BN B M AR R B ) HR R B R A R MR
RO LB WA R ITAFT H AR
WA E B R AR FE2(k) ©

FHEIHRE
F2IMIRE BIEH B E 2T HE N K
SEREETHROITESRHEEM
AEBEEREEMMENFEIHA -
BTBE@QAEENNHAERE LB
BESARRAFEERATHHEE &
()& ERFBKRIERZ EH

FEIMRERBERA R EAE#
8B AN 0 R R A AT BB 1R R AR (P R
2(k)

R EHEE
AHHESREERKIEERAIHEE
RSENTASREE KW BAUL
ZRERNEREE - TREFEED
EHRBSAENSREE - AR EEER
BHESFEATSREHEEMLE -



(iii

(iv

=

=

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.

Fair value measurement principles

The fair value of financial instruments is based on their quoted market prices
at the balance sheet date 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 balance sheet date applicable for an instrument with similar
terms and conditions. Where other pricing models are used, inputs are based
on market data at the balance sheet date.

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.

RE|TERDA

(ii

(iv)
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(v) Offsetting

(vi

=

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 (i) above.

(9) Hedging

@

(ii)

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 and the hedge is effective, the gain or loss on the
derivative financial instrument in relation to the hedged risk is recognised in
other comprehensive income and accumulated separately in equity in the
hedging reserve.

Fair value hedge

A fair value hedge seeks to offset risks of changes in the fair value of an
existing 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.

(h) Properties

0

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.

(v)

(vi)

HH

WAL NE R S B MBI R
BEE IAREEEENEEER -
SREEMESRMAETREE - MEM
B R AAFERIR

BAPTETA

BATETABR —RBEA(ER)AT
AEMAERE D 2 TABEITETAR
—EEH  TARBZEEATANR
e EERBAU—RBINITAET
B o B@ZRANTE T AMBRIE R
FERREE AN IFRERED  RbDIE
& (BB X TRIFRATFEEAER
BAFEEZBNRERATER - A
MTETAREIENSRILIRITETE
N

ERAVTETARSFRE - TAKR
B G ASR

(9) &

(i)

(ii)

BEmEHn
ETASRTAMIEEH PO RREE
HEENTHRERERE AEEAT
BERERBERNRAINENRS - 17
e R T AESRNE N MEE RS
REpEREELGE2EKEAER - I
FERCRER PRSI REEAD ARG

RFEEEE
AFEEHHRERHERTEELAR
REREHELRERARAARNE
MANEE -

i TARAFEEE  MAFEE
MEBERRRAALR - REPIRAN
RREE R TR Z RRa B
EHTURE - L HEERSERAAR
A S T AEENRNERE -

(h) #13=

(i)

TURERARE 2 RBILE R
EHAEE - R REAITERBERRE
(BfEE2() RN TSR K FIRR

EEHHEERR  RRSERIHENE
# o RRNBBATERSHBRTILT
FATUBEHFREOER  EEHHE
B - FARBERANSETABB
AR EHARITIE G NSRS HN
EfhEE



(ii)

(iii

=

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80A of HKAS 16 “Property, Plant and
issued by the HKICPA, with the effect that bank premises have
not been revalued to fair value at the balance sheet date.

Equipment”

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.

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 of the
related bank premises disposed is transferred to the general reserve.

(ii)

(iii)
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Amortisation and Depreciation

(i) 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.

(ii) 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.

Goodwill
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 that (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)). In respect
of associates, the carrying amount of goodwill is included in the carrying amount
of the interest in the associates and the investment as a whole is tested for
impairment whenever there is objective evidence of impairment (Note 2(k)).

Any excess of the Group's interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of a business combination
or an investment in an associate is recognised immediately in the income
statement.

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.
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(k) Impairment of Assets
At each balance sheet date, 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.

@

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.

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
judgment, the Group believes that the impairment allowances on loans and
advances to customers are reasonable and supportable.
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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.

Held-to-maturity investments

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.
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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.

Other assets

Internal and external sources of information are reviewed at each balance
sheet date to identify indications that the following assets may be impaired or,
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.

(iv)
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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.

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited, the Group is required to prepare an interim financial
report in compliance with HKAS34, 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.

@

(ii)

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).
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(iii) 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.

(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 recognized 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 balance sheet date, 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.
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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.

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 balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is recognised.
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(iv) Current tax balances and deferred tax balances, and movements therein, are (iv) NEAFRIBEIREFRBEBMEED) 2 &
presented separately from each other and are not offset. Current tax assets are BEORIFIRMAIGEEEE - RT3
offset against current tax liabilities, and deferred tax assets against deferred AEBEREGEEENEAPHEEE
tax liabilities if the Bank or the Group has the legally enforceable right to set REBEEEREE LTS REOER
off current tax assets against current tax liabilities and the following additional T THARBREERIBEEERAGE
conditions are met: K
— in the case of current tax assets and liabilities, the Bank or the Group — MAHBEEERBEMES @ &7

intends either to settle on a net basis, or to realise the asset and settle the SN B 5T 8IS F B sk R R U
liability simultaneously; or EEERERARE =X
— in the case of deferred tax assets and liabilities, if they relate to income - AENEENEEENAERR—
taxes levied by the same taxation authority on either: TS HE R ST LA T B BN PRE B M
EAE
— the same taxable entity; or — F—EAEZRHRELE =X
— different taxable entities, which in each future period in which - TRNERTER  YRAE
significant amounts of deferred tax liabilities or assets are expected RIRHAME & A& S B KR
to be settled or recovered, intend to realise the current tax assets EREBENEE - ZERE
and settle the current tax liabilities on a net basis or realise and settle SR A SR AR
simultaneously. EREERNBHRIAGE - (R

R BAIR R (ER o

(o) Insurance Reserves and Provisions for Outstanding Claims (o) REBEES R RTREEE
Insurance reserves, except those attributable to long term business, represent the TEERAEBIS  REBRESEFEARK
proportion of retained premiums written in the year relating to the period of risk BEEHERBHNREES - A @ANRRZ
from 1st January in the following year to the subsequent date of expiry of policies BRTFE1IA1BZREIHARIL - ZR
which is carried forward as a provision for unearned premiums and calculated on a BREMVIERRIREEBLIRGEFHE -
daily basis.
The insurance reserve for long term business is ascertained by actuarial valuation. REPEBHRBRES BIRBHME -
Full provision is made for the estimated cost of claims notified but not settled AEECSRELAE R REBMERENAK
at the balance sheet date and for the estimated cost of claims incurred but not EREEREBRNRE  EHBTHRAR
reported by that date, after deducting the amounts due from reinsurers. Provision Ko EHT RBEOMER o 1o - ERIEL
has also been made for the estimated cost of servicing claims notified but not HEBAERENHORERE FEERER
settled at the balance sheet date and to meet expenses on claims incurred but not REMSI B A BRIEL T RENERE -

reported at the balance sheet date.

These reserves and provisions are classified as other accounts and provisions. UL EE S REEHD B REMRIA R &R -

(p) Provisions and Contingent Liabilities (p) EBERIAAE
Provisions are recognised for liabilities of uncertain timing or amount when the EBENRMNSEIETE - BEAIERB
Group or the Bank has a legal or constructive obligation arising as a result of a past AFREBREESHERBMARN LB
event, and it is probable that an outflow of economic benefits will be required to mAEEE - WaEHIER S - WBE
settle the obligation and a reliable estimate can be made. Where the time value of BHARER ELHNFHREBERY -
money is material, provisions are stated at the present value of the expenditures e RARMHEEEEI ENERETIRR -

expected to settle the obligation.
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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

@

(ii)

(iii

(iv

=

=

Salaries, bonuses and leave benefits

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

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

Performance-related bonus plan

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

Retirement benefits

Retirement benefits are provided to eligible staff of the Group. Hong Kong
employees enjoy retirement benefits under either the Mandatory Provident
Fund Exempted ORSO Scheme (“MPFEOS") or the Mandatory Provident Fund
Scheme (“MPFS”). Both are defined contribution schemes. The employer’s
monthly 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
quotations sheet on the date of grant of the relevant options;
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(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.

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:

U]

The party has the ability, directly or indirectly through one or more
intermediaries, to control the Group or exercise significant influence over the
Group in making financial and operating policy decisions, or has joint control
over the Group;

(i) The Group and the party are subject to common control;

(iii) The party is an associate of the Group;

(iv) The party is a member of key management personnel of the Group, or a close

family member of such an individual, or is an entity under the control, joint
control or significant influence of such individuals;

(v) The party is a close family member of a party referred to in (i) or is an entity

under the control, joint control or significant influence of such individuals; or
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(vi) The party is a post-employment benefit plan which is for the benefit of
employees of the Group or of any entity that is a related party of the Group.

Close family members of an individual are those family members who may be
expected to influence, or be influenced by, that individual in their dealings with the
entity.

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.
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The HKICPA has issued two revised HKFRSs, a number of amendments to HKFRSs
and two new Interpretations 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 financial accounts:

HKFRS 3 (revised 2008), Business combinations

— Amendments to HKAS 27, Consolidated and separate financial statements

— Amendments to HKFRS 5, Non-current assets held for sale and discontinued
operations — plan to sell the controlling interest in a subsidiary

—  Amendment to HKAS 39, Financial instruments: Recognition and measurement
— eligible hedged items

— Improvements to HKFRSs (2009)

— HK(FRIC) 17, Distributions of non-cash assets to owners

— HK(Int) 5, Presentation of financial statements — classification by the borrower
of a term loan that contains a repayment on demand clause

The Group has not applied any new standard or interpretation that is not yet
effective for the current accounting period, with the exception of the amendments
to HKAS 12, Income taxes, in respect of the recognition of deferred tax on
investment properties carried at fair value under HKAS 40, Investment property.
The amendments are effective for annual periods beginning on or after 1st
January, 2012, but as permitted by the amendments, the Group has decided to
adopt the amendments early.

Early adoption of the amendments to HKAS 12, Income taxes

The change in policy arising from the amendments to HKAS 12 is the only change
which has had a material impact on the current or comparative periods. As a
result of this change in policy, the Group now measures any deferred tax liability
in respect of its investment properties with reference to the tax liability that would
arise if the properties were disposed of at their carrying amounts at the reporting
date. Previously, where these properties were held under leasehold interests,
deferred tax was generally measured using the tax rate that would apply as a result
of recovery of the asset’s value through use.

RERITEMRADA | 2010 F 3R | 147

B RS REMAMAENANEERATAR
Eﬁifé//\ixﬁlﬁﬁi‘“ Rl (BB BRE
EA) (BEUBBREEND 2B TIET LR
BHRE - T REPHAREMHRENR
B2 BHHRR

— (BEMBREERL)FE 35 (20085 &
BIDIES =t

— BRKEBGFERDE27R4RE RIBL
2 BT R ]

— BIKERUBRELEADESHRIFHFAEIE
HEZFRBEERD P I ZEHE -5
BHE—RNE AR TR

— BIKEAGERDFEINRIERMTA
BRI E - SEREHZHE

- B(EBMBREERD(2009%F)

- BA(ERMBHREREZES)F 17K
RERIFRESEETHEA]

- BHE(RB) BRI BRR IR —1Z
BHERT B REZ GRM BN
fERA

BREIEIICB B G ERDE 125 FiEH
HRERBEHR BRSIE (BB G ENE
A0SR EME IAAFEBEIRZEEME
G+ ANEEE A RN R A ANE [ 18 R £ R
BRI - ZFEETN20124F1 B1H
NEZEFFEEN  BEZSBIZDHT
TABRERPIRNZFET

RERNEIETHCE B ST ERDFE 1255 Fr
B

RS (BB EADEREMELZS
AEREEM —HAFTERHMI RS
ﬁ%ﬁik%ém Q mﬂm Jﬁﬁm

Em&%&%%¥##“5&$EﬁF“¢
HEFEENTIRAB - U - EEHIAN
AEBEEZEAEEERBBERREME
2B -



148

The Bank of East Asia, Limited | Annual Report 2010

This change in policy has been applied retrospectively by restating the opening
balances at 1st January, 2009 and 2010, with consequential adjustments to
comparatives for the year ended 31st December, 2009. As the Group's properties
are located in Hong Kong, this has resulted in a reduction in the amount of
deferred tax provided on valuation gains as follows:

LEHABRREBHEMTEBPEN - R
20094 2010 M EAIA SR EMEER - UKk
HZE2009F 12 A31 B IEFEHLEREFINE
ERE - ARAKENMELRAE - BE
HRMMEENEEHBSERDWT

Effect of adoption
As previously  of amendments
reported to HKAS 12 As restated
BRAEIERT
(EBETELD
MRIEHRE F12ENTE BH
HK$ Mn HK$ Mn HK$ Mn
BHEET BHEET BHEEET
Consolidated income statement
for the year ended e REIZ2009F
31st December, 2009: 12A318ILEE
Income tax expense Frisfis 858 (39) 819
Profit for the year FE A A 2,638 39 2,677
Basic earnings per share FIREARZEF| HK$1.36 HK$0.03 HK$1.39
Fully diluted earnings per share G EEEE R R HK$1.36 HK$0.02 HK$1.38
Consolidated statement of
financial position as at iR e BRI 2R 20094F
31st December, 2009: 12H31H
Deferred tax liabilities REFIIEA F 520 (212) 308
Retained profits BEm A 6,993 158 7,151
Revaluation reserve of bank
premises Ut E L 928 54 982
Consolidated statement of
financial position as at iR e MR R & 2009F
1st January, 2009: 1H1H8
Deferred tax assets RIEFRIBE & 187 114 301
Deferred tax liabilities FEMIBRE 77 (70) 7
Retained profits BRIz e | 5,339 119 5,458
Revaluation reserve of bank
premises TS AR 863 65 928
Statement of financial position as
at 31st December, 2009: B FkIR 2009 12 A31 8
Deferred tax liabilities REFIEA F 333 (200) 133
Retained profits BiEm A 3,186 146 3,332
Revaluation reserve of bank
premises Tt E R 895 54 949
Statement of financial position as
at 1st January, 2009: ISR R2009F1 A 1H
Deferred tax assets IR IBE B 38 114 152
Deferred tax liabilities EEFIERE 63 (63) =
Retained profits B ) 2,724 112 2,836
Revaluation reserve of bank
premises ITHE G 899 65 964
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NOTES ON THE ACCOUNTS (CONTINUED)

Estimated effect of changes in accounting policies on the current period

The following tables provide estimates of the extent to which each of the line items
in the consolidated income statement, consolidated statement of financial position
and statement of financial position and other significant related disclosure items
for the year ended 31st December, 2010 is higher or lower than it would have
been had the previous policies still been applied in the year, where it is practicable
to make such estimates.

Effect on the consolidated financial statements

Estimated effect on the consolidated income statement for the year ended 31st
December, 2010:

Estimated effect of not applying new policy

AR IR Fff 5 (48)

EHBER DA T B

FEERAEGERT - U IO RSRIAE
e BRDERFERS B EEZE2010F
12A31BIEFENEEREE « KRAFMHR
REMBBARRE - UREMEXBERE
BEPE BB SRR R A e

HGAMBRRITE

HEZE2010F12 A31 A L FEZHRAKRER
SEREZ

TRIEH R BA 3B

Income tax FRSH 91
Profit for the year FZ A 91)
Attributable to: AIERE
Owners of the parent AREERR (91)
Non-controlling interests AR =
91)
Earnings per share BREF
Basic HK HK$0.04
Diluted E HK$0.04

Estimated effect on the consolidated statement of financial position as at 31st
December, 2010:

Estimated effect of not applying new policy

HWi2010F12 A31 B 26 MBSAKR RS

5

TEEHEABR A

Deferred tax assets RIERIAE &= (11
Deferred tax liabilities BIETRIREE 292
Retained profits BB 175 A (249)
Revaluation reserve of bank premises TS A (54)
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Estimated effect on the statement of financial position as at 31st December, 2010:

Estimated effect of not applying new policy

HH2010F12 A31 B 2 MBARR RV ERT

%2
=

TEEH SRR G E

HKAS 12
(EBETTERD
1255
increase/(decrease)
i CR)

HK$ Mn BEBETT

Deferred tax liabilities BERIBRE

269

Retained profits B m A

Revaluation reserve of bank premises ITHE B REE

Other changes in accounting policies as a result of development in HKFRSs

The amendment to HKAS 39 and the issuance of HK(Int) 5 have had no material
impact on the Group’s accounts as the amendment and the interpretation’s
conclusions were consistent with policies already adopted by the Group. The other
developments resulted in change in accounting policy but none of these changes
in policy have a material impact on the current or comparative periods, for the
following reasons.

— The impact of the majority of the revisions to HKAS 27, HKFRS 5 and HK(IFRIC)
17 have not yet had a material effect on the Group’s accounts as these
changes will first be effective as and when the Group enters into a relevant
transaction (for example, a business combination, a disposal of a material
subsidiary or a non-cash distribution) and there is no requirement to restate
the amounts recorded in respect of previous such transactions.

— The impact of the amendments to HKFRS 3 (in respect of recognition of
acquiree’s deferred tax assets) and HKAS 27 (in respect of allocation of losses
to non-controlling interests (previously known as minority interests) in excess of
their equity interests) have had no material impact as there is no requirement
to restate amounts recorded in previous periods and no such deferred tax assets
or losses arose in the current period.

— The amendment introduced by the Improvements to HKFRSs (2009) omnibus
standard in respect of HKAS17, Leases, resulted in a change of classification
of certain of the Group’s leasehold land interests located in the Hong Kong
Special Administrative Region, but this had no material impact on the amounts
recognised in respect of these leases as the lease premiums in respect of all
such leases are fully paid and are being amortised over the remaining length of
the lease term.
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Further details of these changes in accounting policy are as follows:

As a result of the adoption of HKFRS 3 (revised 2008), any business combination
acquired on or after 1st January, 2010 will be recognised in accordance with the
new requirements and detailed guidance contained in HKFRS 3 (revised 2008).
These include the following changes in accounting policies:

— Transaction costs that the Group incurs in connection with a business
combination, such as finder’s fees, legal fees, due diligence fees, and other
professional and consulting fees, will be expensed as incurred, whereas
previously they were accounted for as part of the cost of the business
combination and therefore impacted the amount of goodwill recognised.

— If the Group holds interests in the acquiree immediately prior to obtaining
control, these interests will be treated as if disposed of and re-acquired at fair
value on the date of obtaining control. Previously, the step-up approach would
have been applied, whereby goodwill was computed as if accumulated at each
stage of the acquisition.

— Contingent consideration will be measured at fair value at the acquisition date.
Subsequent changes in the measurement of that contingent consideration
unrelated to facts and circumstances that existed at the acquisition date will be
recognised in profit or loss, whereas previously these changes were recognised
as an adjustment to the cost of the business combination and therefore
impacted the amount of goodwill recognised.

— If the acquiree has accumulated tax losses or other temporary deductible
differences and these fail to meet the recognition criteria for deferred tax assets
at the date of acquisition, then any subsequent recognition of these assets will
be recognised in profit or loss, rather than as an adjustment to goodwill as was
previously the policy.

— In addition to the Group’s existing policy of measuring the non-controlling
interests (previously known as “minority interests”) in the acquiree at the non-
controlling interest’s proportionate share of the acquiree’s net identifiable
assets, in future the group may elect, on a transaction by transaction basis, to
measure the non-controlling interest at fair value.

In accordance with the transitional provisions in HKFRS 3 (revised 2008), these
new accounting policies will be applied prospectively to any business combinations
in the current or future periods. The new policy in respect of recognition in the
movement of deferred tax assets will also be applied prospectively to accumulated
tax losses and other temporary deductible differences acquired in previous business
combinations. No adjustments have been made to the carrying values of assets and
liabilities that arose from business combinations whose acquisition dates preceded
the application of this revised standard.
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As a result of the adoption of HKAS 27 (amended 2008), the following changes in
policies will be applied as from 1st January, 2010:

— If the Group acquires an additional interest in a non-wholly owned subsidiary,
the transaction will be accounted for as a transaction with equity shareholders
(the non-controlling interests) in their capacity as owners and therefore no
goodwill will be recognised as a result of such transactions. Similarly, if the
group disposes of part of its interest in a subsidiary but still retains control, this
transaction will also be accounted for as a transaction with equity shareholders
in their capacity as owners and therefore no profit or loss will be recognised as
a result of such transactions. Previously the Group treated such transactions as
step-up transactions and partial disposals, respectively.

— If the Group loses control of a subsidiary, the transaction will be accounted
for as a disposal of the entire interest in that subsidiary, with any remaining
interest retained by the Group being recognised at fair value as if reacquired.
In addition, as a result of the adoption of the amendment to HKFRS 5, if at the
reporting date the group has the intention to dispose of a controlling interest
in a subsidiary, the entire interest in that subsidiary will be classified as held for
sale (assuming that the held for sale criteria in HKFRS 5 are met) irrespective
of the extent to which the Group will retain an interest. Previously such
transactions were treated as partial disposals.

In accordance with the transitional provisions in HKAS 27, these new accounting
policies will be applied prospectively to transactions in current or future periods
and therefore previous periods have not been restated.

In order to be consistent with the above amendments to HKFRS 3 and HKAS 27,
and as a result of amendments to HKAS 28, Investments in associates, and HKAS
31, Interests in joint ventures, the following policies will be applied as from 1st
January, 2010:

— If the Group holds interests in the acquiree immediately prior to obtaining
significant influence or joint control, these interests will be treated as if
disposed of and re-acquired at fair value on the date of obtaining significant
influence or joint control. Previously, the step-up approach would have been
applied, whereby goodwill was computed as if accumulated at each stage of
the acquisition.

— If the Group loses significant influence or joint control, the transaction will
be accounted for as a disposal of the entire interest in that investee, with any
remaining interest being recognized at fair value as if reacquired. Previously
such transactions were treated as partial disposals.
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Consistent with the transitional provisions in HKFRS 3 and HKAS 27, these new
accounting policies will be applied prospectively to transactions in current or future
periods and therefore previous periods have not been restated.

Other changes in accounting policies which are relevant to the Group's financial
statement are as follows:

As a result of the amendments to HKAS 27, as from 1st January, 2010 any
losses incurred by a non-wholly owned subsidiary will be allocated between the
controlling and non-controlling interests in proportion to their interests in that
entity, even if this results in a deficit balance within consolidated equity being
attributed to the non-controlling interests.

Previously, if the allocation of losses to the non-controlling interests would have
resulted in a deficit balance, the losses were only allocated to the non-controlling
interests if the non-controlling interests were under a binding obligation to make
good the losses. In accordance with the transitional provisions in HKAS 27, this
new accounting policy is being applied prospectively and therefore previous
periods have not been restated.

As a result of the amendment to HKAS 17, Leases, arising from the “Improvements
to HKFRSs (2009)" omnibus standard, the Group has re-evaluated the classification
of its interests in leasehold land as to whether, in the Group’s judgement, the lease
transfers substantially all the risks and rewards of ownership of the land such that
the Group is in a position economically similar to that of a purchaser. The Group
has concluded that the classification of such leases as operating leases continues
to be appropriate, with the exception of those interests, which are registered
and transferable ownership interests in land located in the Hong Kong Special
Administrative Region and subject to the Government’s land policy of renewal
without payment of additional land premium.
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2010 2009
HKS$ Mn B¥EET HKS Mn BRBEET

Listed securities classified as held-to-maturity DEAFEEES T HEER

or available-for-sale EmES 381 264
Trading assets RGABEAE

— listed -Em 22 13

— unlisted -3EEm 66 28
Interest rate swaps MEEBREL 1,382 959
Financial assets designated at fair value fBE RiBBIEE R AT EE

through profit or loss TREE

— listed -k 431 206

— unlisted -FE kT 197 81
Loans, deposits with banks and financial BB IR AR AT EETER

institutions, trade bills, and other unlisted KB  EIRITHIE A & BUEIE

securities that are not at fair value through HiFER - ES5RE - REMIELE

profit or loss T A8 5 11,147 10,570
Total interest income B ALBEE 13,626 12,121
Included above is interest income accrued on impaired financial assets of HK$74 LA EBEEZE2010F12A31BIEFERES
million (2009: HK$79 million) which includes interest income on unwinding of L& 7 oY JE 51 7 2% #5 74,000,000 7T (2009
discount on loan impairment losses of HK$21 million (2009: HK$40 million) (Note F : ##79,000,0007T) © HF @ IEERER
25(b)) for the year ended 31st December, 2010. BB R R 2 FTil 80 F B U A & #521,000,000

JL(20094F : E#40,000,0007T)(Ki5E25(b)) °

2010 2009
HKS$ Mn B EET HKS Mn B EET

Customer deposits, deposits of banks and
other financial institutions and certificates R SER NS BR B PR - $R1T

of deposit issued which are stated at REM S REENTTR KB BT

amortised cost GERE 3,074 3,650
Debt securities issued BEITEEES 140 61
Subordinated notes carried at amortised cost R EERL AT BR R 12 (E =5 174 68
Interest rate swaps MEiFHE K 2,185 1,015
Financial instruments designated at fair value EEABRBRURBMATEE

through profit or loss SRITH 500 566
Other borrowings HAb R 10 14

Total interest expense B 4R 6,083 5,374
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Fee and commission income arises from the following services: R B NIRRT AR & KBS A
2010 2009
HK$ Mn BEEET HKS Mn BEEET
Corporate services RS 856 806
Credit cards ER+ 674 554
Loans, overdrafts and guarantees B B RIER 463 322
Securities and brokerage BH R 456 320
Derivatives transactions PTET R 289 122
Trade finance ZoME 252 141
Other retail banking services E B ERITIRES 237 193
Trust and other fiduciary activities EEREMARIEER 100 79
Others ) 322 262
Total fee and commission income AR5 & kA WA LEE 3,649 2,799
of which: B
Net fee income, other than amounts included — B IFF1ER Z ARG IEFE ARIBE
in determining the effective interest rate, BARMAFEEIE CRE
arising from financial assets or financial ERBEMEE ZFREERA
liabilities that are not held for trading nor (TEERETEARAER 2 &
designated at fair value through profit %)
or loss 2,808 2,214
Fee income RIS EUA 3,370 2,680
Fee expenses fRisE X b (562) (466)
2010 2009
HK$ Mn BB EERT HKSMnB¥EET
Profit on dealing in foreign currencies SN B B i 7| 31 140
Profit on trading securities R HREES =T 133 616
Net (loss)/gain on derivatives PTETEF(ER),Sw (620) 153
Loss on other dealing activities Hih B H/FHER 1) -
Dividend income from listed trading securities 32 5 Fig i B4 MR S U A 31 32
Total net trading (losses)/profits FR P (ER),wFesE (146) 941
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2010 2009
HKS Mn SB¥EEBT HKS Mn B BEET
Revaluation loss on debts issued BHEBITEBER (140) (1,236)
Net loss on sale of other financial assets
designated at fair value through profit B At R T AR 18 o DA R Ak
or loss NHEESREERNFER (35 (42)
Profit on redemption of US$550M &[5l = E{E550,000,0003 LAY
subordinated notes issued BRIESERT 8 -
Revaluation gain on other financial assets
designated at fair value through profit B EMIETE REBIE AR
or loss NTHEESREENZF 430 1,011
Total net result from financial instruments
designated at fair value through profit T ABBIEFARBR AT EE
or loss PR TANFRIRETE 263 (267)
2010 2009
HKS Mn B¥EEBT HKS Mn B EET
Dividend income from available-for-sale
financial assets A ESREERERA
— listed - kM 35 21
— unlisted -3EEm 31 25
Rental from safe deposit boxes REBFERSUA 78 82
Net revenue from insurance activities R ZERFUA 221 180
Rental income on properties MERSIA 92 92
Others Hit 72 105
Total other operating income R R N 529 505
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2010 2009
HKS Mn B¥EEX HKS Mn B¥EET
Contributions to defined contribution plan* FERAERATB S HE 248 193
Equity-settled share-based payment expenses ARG D BERIES N ER 29 71
Salaries and other staff costs He MEME THRA 3,338 2,905
Total staff costs B ITRRARE 3,615 3,169
Premises and equipment expenses excluding
depreciation TEETENDERLELH
— Rental of premises - ERE 492 458
— Maintenance, repairs and others - RE - IS RHM 488 447
Total premises and equipment expenses TEREFTENDE R REZH
excluding depreciation Fak] 980 905
Depreciation on fixed assets (Note 37) BEEEENE (HF731) 581 512
Amortisation of intangible assets (Note 30(b)) & EE k1 (#17230(b)) 34 13
Other operating expenses Hhg ez
— Stamp duty, overseas and PRC** business — ENTERE » BN E AR M
taxes, and value added taxes Bl - RIEER 346 304
— Advertising expenses -EEE 311 179
— Communications, stationery and printing — 3@~ XA RENR 286 272
— Legal and professional fees - FEREERBE 219 190
— Business promotions and business travel — TS E RIS IR 148 114
— Card related expenses -BRAGEARZE 113 91
— Insurance expenses - R & 43 46
— Audit fee 3 Gk 1
— Membership fees -gE8% 10
— Administration expenses of corporate
services - ERBHITERE 9 8
— Donations - B 8 13
— Bank charges - RITE 7 6
— Bank licence - RITIERE 4 4
— Others - HAth 179 286
Total other operating expenses HfhasEz e 1,694 1,530
Total operating expenses*** KL ST R x 6,904 6,129

*  Forfeited contributions totalling HK$9 million (2009: HK$4 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 (2009: Nil).

** PRC denotes the People’s Republic of China.

*** Included in operating expenses are direct operating expenses of HK$20 million (2009:
HK$37 million) in respect of investment properties which generated rental income during

the year.

* FERRYLZ (R FE B #E 9,000,000 T (2009
4 : B 4,000,000 7T ) B # F 1EH 7K 5
F G R o G K FE A (] 458 48 it BT A A
JRIEAS A Z 3% (2009 F - )

ok FEANLESTHAEFHE KB RE
YWEEESIBANEES ] 2ERBE
20,000,000 7T (2009 % : & # 37,000,000
L)
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NOTES ON THE ACCOUNTS (CONTINUED)
RRTE B 5E (7))

11.IMPAIRMENT LOSSES ON LOANS AND ADVANCES BX KRBT EE X

Net charge for impairment losses on loans and
advances

EFRRBFRERRS TR

Individual impairment loss

(EVIVEREREES

— new provisions (Note 25(b)) - SR (HTE25(0b)) 463 827
— releases (Note 25(b)) - BB (H7#25()) (206) (75)
— recoveries (Note 25(b)) - W Bl (Hz#25(b)) (51) (66)
206 686
Collective impairment loss BEREEX
— new provisions (Note 25(b)) - HEHE (B at25()) 79 419
Net charge to income statement P E R 8 F 285 1,105

12.NET PROFIT ON SALE OF AVAILABLE-FOR-SALE FINANCIAL ASSETS HETHHESREE

ZFa R

Net revaluation gain transferred from reserves  f ki) S H B F F5E
(Note 38(h)) (Hiz£38(h) 200 29
Profit arising in current year FENELR G 34 73

234 102
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(a) FEWFBERAKBIRILE

2010 2009
Restated E#

HKS Mn BEEET HK$ Mn BEEET

Current tax — Hong Kong (Note 33(a))

RETRIR-BB (ffiF33(a))

Tax for the year RNEEHIE 359 73
Under-provision in respect of prior years FFEEEHTR 57 -
416 73
Current tax — overseas NERRR -GS
Tax for the year NEERIE 589 479
Write back of over-provision in respect of
prior years A FEREBTIN L (32) (25)
557 454
Deferred tax (Note 33(b)) IRIERIIA (M7 33(b))
Origination and reversal of temporary
differences TRUEZERNES RER (126) 292
847 819

The provision for Hong Kong profits tax is calculated at 16.5% (2009: 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.

BB FIBBF R AT E B R HS AR R
16.5%(20094F : 16.5%)51 & °

BT RME AR HRITREL L RERR
RITHEFE o
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(b) Reconciliation between tax expense and accounting profit at (b) #i18 % H B % R iR AR B3t
applicable tax rates: ERIEMEER ¢

2010 2009
Restated E%f
HK$ Mn B¥BHET HK$ Mn BEBETT

Profit before tax R F5 B s ) 5,150 3,496

Notional tax on profit before tax, calculated
at the rates applicable to profits in the tax RIFAEERE R 2 S5 ERIR

jurisdictions concerned MR ADE M ET E AR EHR 939 661
Tax effect of non-deductible expenses AR S H TR & 304 339
Tax effect of non-taxable revenue BERBRBRANTH BT E (377) (154)
Tax effect of tax losses not recognised RERNBIENTHIBELE 9 10
Recognition of deferred tax assets on prior

year tax losses AFERIBERBECHIBEEE (12) (14)
Under-provision/(Write back of over-provision) — {F4EE#EETE /(B ERF

in respect of prior years B4 ) 25 (25)
Tax benefits derived from leasing partnerships  JRE& ¥R EMF BN = (2) (12)
Others Efth (39) 14
Actual tax expense FRHIEZ 847 819
The consolidated profit attributable to owners of the parent includes a profit of AHEBRASERRGE & BEEFT AR
HK$ 1,953 million (2009 (restated) : HK$1,029 million) which has been dealt with 17 BRIA A A 4 A1) 5 %5 1,953,000,000 7T (2009
in the accounts of the Bank. F(E3R) - #1,029,000,0007T) °
Reconciliation of the above amount to the Bank's profit for the year AITEE RN A Eil &8 2 HER

2010 2009
Restated &%

HKS Mn BEFET HK$ Mn BEEET

Amount of consolidated profit attributable
to equity holders dealt with in the Bank's ERFARITRIEZ A G E N AL E

accounts ARERARE i 1,939 1,008
Final dividends from subsidiaries and associates

attributable to the profits of the previous REEFEHB R 7 MBS DTS

financial year and general reserves, approved MR —R R RS - WiE

and paid during the year F 2 AZERIKE 14 21

Bank's profit for the year AITEZ N 1,953 1,029
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(a) Dividends attributable to the year (a) EBAEERE

2010 2009
HKS$ Mn B¥EET HKS Mn BB BET

Interim dividend declared and paid of HK$0.38 B & k3 M MR HiL B F

per share on 2,034 million shares (2009: 2,034,000,000% &A% 5 #0.38

HK$0.28 per share on 1,842 million shares) JC(20094F : 1,842,000,0000%

(Note 38())) BREE0.287T) (KiEE38()) 772 516
Final dividend paid in respect of the previous

financial year on shares issued under the EXNEEERERATRE

share option schemes subsequent to the B P& E L BRI RRR

balance sheet date and before the close of FEIEITRN B EFEER

the Register of Members of the Bank, of BH50.48TTHY AR BAR B

HK$0.48 per share (2009: HK$0.02 per share) (20094 : Fi%H%0.027T) 2 -

Final dividend proposed after the balance sheet #7458 B H14 R 2 R HARS =
date of HK$0.56 per share on 2,042 million 2,042,000,0000% &A% 5 #0.56

shares (2009: HK$0.48 per share on 2,016 7C(20094F : 2,016,000,000/%
million shares) TARE50.487T) 1,144 968
1,918 1,484
The final dividend proposed after the balance sheet date has not been recognised as TEHER  ZNEE B BEERIRE 2 KRR
a liability at the balance sheet date. BUARBERARELME -

(b) Dividends attributable to the previous financial year, approved and (b) REEZERZNBLEFERE
paid during the year

2010 2009
HK$ Mn BEEHET HKS Mn BEEET

Final dividend in respect of the previous REEZERTNTF
financial year, approved and paid during the 2,016,000,000R% EFA% 5 #
year, of HK$0.48 per share on 2,016 million 0.487TH) FFE AR E

shares (2009: HK$0.02 per share on 1,673 (20094 : 1,673,000,000A% &A%
million shares) 75#0.027T) 968 33
(c) Distribution to holders of Hybrid Tier 1 capital instruments (o) IREFRE—PEARTEIBEA
2010 2009
HKS Mn BEEEX HKS Mn BEEET
Interest payable on the Hybrid Tier 1 capital B TFRE—HEATEREA
instruments, the details of which are KFE - FHBEEEMFE35A

disclosed in Note 35 W& 330 51
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(a) Basic earnings per share

The calculation of basic earnings per share is based on earnings of HK$3,894
million (2009 (restated): HK$2,553 million) after the distribution of HK$330 million
(2009: HK$51million) to Hybrid Tier 1 issue holders and on the weighted average
of 2,024 million (2009: 1,843 million) ordinary shares outstanding during the year,
calculated as follows:

Weighted average number of ordinary shares

(a) BREXBF

BREXBMNDEBERETRE —RE
AT B A A 330,000,000 7T (2009
4 % 51,000,000 7T ) & 2 & Fl A 8
3,894,000,000 7T (2009 F (E Rk ) : B *
2,553,000,0007T) R FEAE E1TEBRG
& h0 4 S 9 £2,024,000,000 % (2009 4 -

1,843,000,0000%) * 5tE 2 AT ¢

E AR B I B

2010 2009

Number of Shares Number of Shares

RHEE ahE 2G|

million B& million B8

Issued ordinary shares at 1st January MRV EETERR 1,849 1,841
Effect of share options exercised and shares BT R R AR B BT

issued in lieu of dividends AR = 2 175 2

Weighted average number of ordinary shares 712 831 B @0 60 hnE
at 31st December T2 2,024 1,843
(b) Diluted earnings per share (b) EREERR

The calculation of diluted earnings per share is based on earnings of HK$3,894
million (2009 (restated): HK$2,553 million) after the distribution of HK$330 million
(2009: HK$51 million) to Hybrid Tier 1 issue holders and on 2,026 million (2009:
1,844 million) ordinary shares, being the weighted average number of ordinary
shares outstanding during the year, adjusted for the effects of all dilutive potential
shares.

Weighted average number of ordinary shares (diluted)

BREFRAFNHDZBERETES —KE
AT B # A A 330,000,000 7T (2009
4 151,000,000 7T ) 18 2 i Bl
3,894,000,000 7T (2009 & (E 3k ) : B %
2,553,000,0007C) RSt FT B A BT BE
RENTBRELAZESENLTBRO D
hn# F 5 28 2,026,000,000 % (2009 & :
1,844,000,000f%)1 & -

TRR O INETEE ()

2010 2009
Number of Shares Number of Shares
RHEE iahE 2G|
million B& million B8
Weighted average number of ordinary shares 7128318 %@ {7 &0
at 31st December N SE 2,024 1,843
Effect of deemed issue of ordinary shares under
the Bank’s share option scheme for j‘”};zp AT B2 7T B RETHE
nil consideration HEE B 28 2 1
Weighted average number of ordinary shares 712 531 B @At 69 hntE
(diluted) at 31st December 8 (HE) 2,026 1,844
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Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong IRIEEBCR BRI 1615 TE A 2 B
Companies Ordinance is as follows: 0T :
Salaries,
allowances Retirement
Directors’ and benefits Discretionary Share scheme 2010
fees in kind bonuses options contributions Total
e 1]
BE  RENRE RBEA RRE  RIGHEIBR g
HKS$ Mn HKS Mn HK$ Mn HK$ Mn HKS$ Mn HKS$ Mn

BEEET EREAR  EWEER  AWEER  BWEER  BYEER

Chairman and Chief Executive  TERTHAE

Dr. The Hon. Sir David LI Kwok-po ZHEEH+ 0.6 8.6 1.1 9.2 0.7 30.2
Non-executive Directors FHTES

Prof. Arthur LI Kwok-cheung FEEHR 0.2 - - - - 0.2
Mr. Aubrey LI Kwok-sing FEERAE 0.3 - - - - 0.3
Dr. William MONG Man-wai SRERT 0.1 - - - - 0.1
Tan Sri Dr. KHOO Kay-peng B & RE L+ 0.2 - - - - 0.2
Mr. Richard LI Tzar-kai ey e 0.2 - - - - 0.2
Mr. Eric LI Fook-chuen TREEAE 0.3 - - - - 0.3
Mr. Stephen Charles LI Kwok-sze ~ ZEI{t 44 0.2 - - - - 0.2
Dr. Isidro FAINE CASAS BEERT 03 - - - - 03

Independent Non-executive

Directors BUEHTES
Dr. Allan WONG Chi-yun =HYMEL 0.4 - - - _ 0.4
Mr. WONG Chung-hin HEELE 0.3 - - - _ 0.3
Dr. LEE Shau-kee T EB L 0.3 - - - - 0.3
Mr. Winston LO Yau-lai BRERE 0.4 - - - - 0.4
Mr. Thomas KWOK Ping-kwong ~ SBIlIT 54 0.3 - - - - 03
Mr. Kenneth LO Chin-ming ERERRAL A 0.3 - - - - 0.3
Mr. William DOO Wai-hoi HEELE 0.3 - - - - 0.3
Mr. KUOK Khoon-ean BIEEE 0.3 - - - - 03
Mr. Valiant CHEUNG Kin-piu REZ R 0.4 - - - - 0.4

5.4 8.6 11.1 9.2 0.7 35.0
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Salaries,
allowances Retirement
Directors’ ~ and benefits  Discretionary Share scheme 2009
fees in kind bonuses options  contributions Total
e 28
ik REME WisTEar R RGBT ot
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET  A¥EET  A%EEx  B¥asn B%EEr  A¥EER
Chairman and Chief Executive EEFTHAR
Dr. The Hon. Sir David Ll Kwok-po  ZBE S+ 05 8.4 254 23.0 05 5738
Executive Director YTES
Mr. Joseph PANG Yuk-wing * TERREE - 1.0 - 45 - 55
Non-executive Directors FHITES
Prof. Arthur LI Kwok-cheung FESHE 0.2 - - - - 0.2
Mr. Aubrey LI Kwok-sing FRIELE 03 - - - - 03
Dr. William MONG Man-wai SRERT 02 - - - - 02
Tan Sri Dr. KHOO Kay-peng FHET R ERE T 02 - - - - 0.2
Mr. Richard LI Tzar-kai FRIERE 0.2 - - - - 02
Mr. Eric LI Fook-chuen FRERE 03 - - - - 03
Mr. Stephen Charles LI Kwok-sze ~ ZEf5%4 0.2 - - - - 0.2
Dr. Isidro FAINE CASAS RERL 0.1 - - - - 0.1
Independent Non-executive
Directors BYFHTES
Dr. Allan WONG Chi-yun BETMEL 03 - - - - 03
Mr. WONG Chung-hin EEBLAE 0.3 = = = = 0.3
Dr. LEE Shau-kee ZhEFELT 0.2 - = = = 0.2
Mr. Winston LO Yau-lai BRERE 03 - - - - 03
Mr. Thomas KWOK Ping-kwong ~ S/®/Ic 4 0.2 - - - - 0.2
Mr. Kenneth LO Chin-ming SRIRBACAE 0.3 - - - - 0.3
Mr. William DOO Wai-hoi HEEEE 03 - - - - 03
Mr. KUOK Khoon-ean PHLBEE 03 - - - - 03
Mr. Valiant CHEUNG Kin-piu REEEE 04 - - - - 04
48 9.4 254 27.5 0.5 67.6

*  The remuneration of Mr. Joseph Pang Yuk-wing is only for his service being an Executive
Director from 1st January, 2009 to 15th April, 2009 (including the fair value of share

option).

Included in the above remuneration were share options granted to Executive

Directors under the Bank’s Staff Share Option Schemes. The details of these

benefits in kind are disclosed under the paragraph “Information on Share Options”

in the Report of the Directors and Note 36.

* EELEENBE R EMIE2009F1A1H
F2009F 47150 HFETHITEEZBE

(B1ERRER 2 FEE) -

FiiMeaBmRTESREATHNEERR
FHEIER TREE - BRLEEYKEMEF
BHNESEREEN RBEER | KRR

MiEE36/A ©
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2010 2009

HK$ Mn HK$ Mn

BEEET BEESET

Salaries and other emoluments e hEMME 21 20
Performance-related bonuses FIDAEENIEAL 20 39
Share options R AE 21 50
Pension contributions RAG R 2 1
64 110

The remuneration of the five top-paid employees is within the following bands:

EFHRENOEENSEEELNT ¢

2010 2009
Number of Number of
employees employees
EEAH EE AR
HK$ &%

8,500,001 — 9,000,000 4 -
12,000,001 - 12,500,000 - 2

13,500,001 - 14,000,000 -
30,000,001 - 30,500,000 1 -
57,500,001 — 58,000,000 - 1

Included in the emoluments of the five top-paid employees were the emoluments
of 1 (2009: 1) Director. Their respective directors’ emoluments have been included
in Note 17 above.

The Group manages its businesses by divisions, which are organized 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 most senior management
for the purposes of resource allocation and performance assessment, the Group
has presented the following seven reportable segments. No operating segments
have been aggregated to form the following reportable segments.

(a) Business segments
The Group has identified the following seven 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.

SEF &= HEE R BE 11220094 : 141)
BE o MIMFPE 2FER Ll 17 o

AEEEDRERHER - Mo R hES
KRR HERK © 5 EFE KT 3R 8 R ERIE
BTAKENRSEEBERERNEREK
EEE:F*;E’JEtiEfﬁE’] o REBIIFHAT £
EREHRD P - EED AR BIEEATH
AEHD EA -

(a) &7 EB

REEEYHA T CERT ERS A -

BARITREBEETBZDITEE BAAET
MEIRTT  HBEN  RBERAREARE
% o

CERTEERETEZLEFRERREER
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Business segments (continued)
Treasury markets, which include treasury operations and securities dealing in Hong
Kong.

Wealth management, which includes private banking business and related assets
in Hong Kong.

China operations include the back office unit for China operations in Hong Kong,
all branches and subsidiaries in China, except those subsidiaries carrying out
corporate services, data processing and other back office operations and associates
operated in China.

Overseas operations include the back office unit for overseas operations in Hong
Kong, overseas branches and subsidiaries, except those subsidiaries carrying out
corporate services and associates operated in overseas.

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

Other businesses include insurance business, property-related business, supporting
units of Hong Kong operations, investment properties, bank premises, the net
results of associates and other subsidiaries in Hong Kong.

For the purposes of assessing segment performance and allocating resources
between segments, the Group’s senior executive management monitors the
results, assets and liabilities attributable to each reportable segment on the
following bases:

Segment assets include all tangible assets except for properties, 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.

(a) EED L)

MEMSBIEER B MEBERESEE -

HEEERERHETETEZILARITESR
MIEHEE -

FEESBEEREIETREERNRYE
iz - ERENDTRMBAR - ETEIEHE
PEEECERBINEREERE ML
RZMBAR  URAERBREEHNBERR -

BREEBREREXERARERNRYE
i~ BIDTTRMBAR - BENBEEEI
BRECERB 2 HBRR - RREFIMEE

HB AT -

CERBEEARNWERS - REELEE
EIRYS - MBEFEERIEFER o

HUEXBEERBRER  BHEFT@NE
% BREEBZRHEM REME 17
i B ARRFREREMEREZWE

NCTIG

EFEOBRARSED HBENERE - &
EORRTREEBREBATEREIETR
BRE-—AESROMEE - BEREE

BREE QR 2R  RERBREER M
REEN  NHEERBEMEENVEE(ME
BRoN) - MYBERSREE - HHMARRRE
ARBRER S MEER  TREEREM
BfE -

WARS HIRBES BAMELNMNERER
FMEBEBA - RAEBEY BB HEA
BEREMSMELZITEXEHRIET
AIERDE o 2 EBRA L K T EIEEE
ZHpE N R R B T E S E RG2S
X o B BBEAKALL - B — D BRI
BTFE—08 BREAFEAE  URFEHE
A o

BEWREBRAEMNO D BERS - BED
BBRA(BESEEZER) - FESXH - 3
B EHMRERRMEHRTOBEEZHE
MEDHEENRESENIT R TERE -
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (78

Net interest income/(expense) ERIEMA/ (i) 2011 1129 216 192 3,462 W 2 1815 2n) - 1583
Non-interest income FERISRA 529 210 19 259 535 P 864 21 1116 (250) 3,583
Operating income PO 2,540 1399 295 451 3,997 984 866 10,532 844 (250) 11,126
Operating expenses ma (1383) (138) (108) (125 (2,566) (516) (566) (5,362) (1,792 250 (6,904)

Operating profitloss) before ~ AHABHEERZ

impairment losses mET /(58) 1197 1,261 187 326 1431 468 300 5170 (948) - 4202
Impaiment losses onloans and - EF R REHEE
advances and other accounts KBRS (25) (53) - (6 (12) (184 @ (284 U - (285)

Impairment losses on avallable- AT HESBEER
forsale financial assetsand ~~ #ZEH|ERE

assocates WEER - - - - - - - - @3) - @)
Write back of impairment losses
on bank premises HRERXER - - - - - - - - 2 - 2

Operating profitlloss) after 2 HREERRKEZ
impairment losses BT/ (i) 111 1,208 187 320 1,419 284 29 4,886 (970) - 3916

Profitloss) onsale of fied ~ HEEFEAE - Wit
assets, available-for-sale LECHER -
finandial assets, held-to- HEIHRE
maturity investments, loans  EFTEKEAR
and receivable and subsidiaries/  HBAF,/BEAR

assocates ZiHl/ () ) (1) 5 - 8 1 9 157 310 - 467
Valuation gains on investment

properties EfERENZRR - - - - 2 2 - 4 m - 426
Share of profts less losses of ~ FE(EBEZ R 1R

associates 5] - - - - - - - - 341 - 3
Profit before taxation B 1,167 1,207 332 320 1,429 287 305 5,047 103 - 5,150
Depreciation for the year EFRE (67) (1) 0] @ (268) (30) (17) (389) (192) - (581)
Segment assets AR 50433 0721 12578 13,168 220414 45971 2765 | 565,704 7766 (62848) 530620
Investments in associates BENTRE - - - - - - - - 3573 - 3573
Total assets EEBE 50433 107211 125782 13168 20414 45,971 2765 | 565,704 31337 (62848) 534193
Totalliabilies BEEE 243,264 4761 30,315 15827 201,609 37427 76 | 533929 9255 (57634) 485550

Capital expenditure incurred
during the year FENERER 68 2 6 4 553 L] 29 691 256 - o
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NOTES ON THE ACCOUNTS (CONTINUED)

AR IR B 5 (48)

19.SEGMENT REPORTING (CONTINUED) 7 3% @)

Net interest income/lexpense) — ZHISMA/ (i) 1972 764 428 147 2974 740 1 7,026 (219 = 6,747
Norvinterest incomel(expense) ~ FEREMA /(3218 463 646 (208) 195 45 354 816 2718 955 (23)) 3441
Operating income BEHA 2435 1410 20 342 3426 1,094 817 9,744 676 (232) 10,188
Operating expenses a5 (1,341 (114 (129 (fo) (197 (529) G1) | @ | 654 6
Operating profitlloss) before ~ AARRERRZ

impairment losses Rt/ (BB 1,004 1% 91 35 1451 565 305 5,037 978) = 4,059
(Charge forWrite back of ~ EFREFREMEA

impairment losses on loans and  EfER (X3)/

advances and other accounts [ (70) (46) B) (12) 2 97 (6) (1,093) (12) = (1,105)
Impairment losses on avalleble- - FtHESBEER

forsale financial assetsand ~ #ZHEHRE 2

held-to-maturity investments &% - = 0 S - - - 0 (14 B @)
Impairment losses on bank

premises bRERX = - - - - - - N 13 N 13
Operating profitloss) after 2 HIREERRE

impairment osses FLEH/(B8) 1,024 1,250 79 23 14712 (#12) 299 3935 (1,017) - 2918
ProfitiLoss) on sale of fired ~ HEETEE - Wit

assets, avallable-for-sale LESHEE

finandal assets, held-to- BEIEEE

maturity investments, loans  EEFIEKEER

and receivable and subsidlaries/ AR /BEAA

assodates it/ (&) B) = 16 - 2 1 - 36 I - 108
Valuation gains/losses)on ~ EfERENERT|/

investment properties (BB - - - - 7 6] - 4 202 - 206
Share of profitsless losses of ~ FE/REE & A TAIA

associates 5 - - - - - - - - 264 - 264
ProfitLoss) before tavation  BRETER/(BE) 1,021 1,250 % w 1,501 (414) 299 3975 (479) - 349
Depreciation fortheyear ~ 4EA#TE (70) (1) B ] (186) 29 (17) (308) (204 = (512)
Segment assets PHEE 44,005 66,998 132,107 7359 155,555 49,268 3,540 458,832 19,970 (47,335) 431,467
Investments in associates BENTRE = - - - - - - - 2615 - 2615
Total assets BERE 44,005 66,998 132,107 7359 155,555 49,268 3,540 458,832 22,585 (47,335) 434,082
Total iabiltes BfEEE 208,366 58 24,84 14719 138536 40873 1645 | 429545 6604 (41802 394347
Capital expenditure incurred

during the year EENERER 54 - 4 1 3182 624 3 3897 66 - 3963




*  The figures of 2009 have been restated due to the change in the presentation of
information for reporting to the Group’s most senior executive management for the
purposes of resource allocation and performance assessment with effect from 2010.
Changes in grouping were made to certain subsidiaries incorporated outside Hong Kong
and certain supporting units operating in Hong Kong, which were formerly grouped based
on geographic location of the legal entity or operation. In 2010, they were regrouped

according to the cluster of cash generating units to which they relate.

(b) Geographical segments

RE|TERDA
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* H2010F s ERFAEENGEEEE
TEREIR 7 B R KBV 89 7 S8 B #1513 77
RBATKE - BHRI20099F 5 SEF A BEL
FEMEER - LE  ETFREBINKE T Z KB
RAIRIEB B R T IEE IR FN B
2 BT TEHE B 3 EEH B (E 5 4F  7E20104F -
Rz H B2 F B & L EE MBS -

(b) &5

The information concerning geographical analysis has been classified by the

location of the principal operations of the subsidiaries, or in the case of the Bank
itself, by the location of the branches of the Bank responsible for reporting the

results or booking the assets.

RED B EHNRREMNBARNEEE

TSP - BRI S

AZB RS

EKERBEENRZDTTHE T IASD

2010
People’s Inter-
Republicof  Other Asian segment
Hong Kong China Countries Others  elimination Consolidated
HE Hit 2EBEZ
BE  ARHEANE EMEIR Hity RAHEH REAE
HKS$ Mn HKS$ Mn HKS Mn HKS$ Mn HKS$ Mn HKS$ Mn
B¥EET A%REEx EWBEER E¥AEER  B%EER  BWEER
The Group %8
Operating income AN 6,573 4,054 577 906 (984) 11,126
Profit before taxation BT AR 2,891 1,506 581 172 - 5,150
Total assets BEBE 341,115 220,761 22,633 31,407 (81,723) 534,193
Total liabilities afamsE 303,551 201,658 18,393 23,496 (61,548) 485,550
Contingent liabilities and
commitments FARME SR 56,882 52,544 3,875 4,577 - 117,878
Capital expenditure
during the year FENERHZ 352 553 14 28 - 947
2009 (restated) £
People’s Inter-
Republic of Other Asian segment
Hong Kong China Countries Others elimination  Consolidated
iz Hith HEZ
BB ARERNE ) R Hty R5HEH FEEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
B¥kEEr  A¥EET  A%EErT  B¥eEn E%eEr  A¥EER
The Group £H
Operating income AN 6,509 3,479 585 883 (1,268) 10,188
Profit/(Loss) before taxation BBiATE T/ (B18) 1,932 1,596 163 (195) - 3,49
Total assets BEER 287,223 155,881 19,369 34,708 (63,099) 434,082
Total liabilities =tirt] 255,389 138,668 16,210 26,904 (42,824) 394,347
Contingent liabilities and
commitments AR JAdE 57,919 23,262 3,111 2,946 = 87,238
Capital expenditure
during the year FENEREL 157 3,182 618 6 = 3,963
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NOTES ON THE ACCOUNTS (CONTINUED)
BRTE B 5L (7))

20.CASH AND BALANCES WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (NOTE 43(c))
BeRAERTNEMEBMEENET (HE430)

Cash in hand Be 1,213 1,101 699 706
Balances with central banks FErhRIBITHETR 24,638 15,813 1,114 736

Balances with banks and other financial
institutions ERITHEMEBEENET 22,442 12,798 15,995 11,085
48,293 29,712 17,808 12,527

21.PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS (NOTE 43(c))
HER1TR H & BHEE N TR (FEE4300)

Placements with banks and authorised

institutions ERITRAA S REENER 57,955 67,638 39,810 61,894
Placements with other financial
institutions EEMESREENTER 242 307 164 -
58,197 67,945 39,974 61,894
Maturing 3 ERERR
— within one month -1EAR 49,548 35,006 37,232 31,895
— between one month and one year - 1A E14ER 8,649 32,939 2,742 29,999
58,197 67,945 39,974 61,894

22.TRADE BILLS E 5 =i

Gross trade bills BoEEEE 18,548 1,847 4,166 861
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2009

HKS Mn B EERT HKS Mn BBEET

Treasury bills (including Exchange

BEEEFEENEEERE)

Fund Bills) (Note 43(c)) (H143(c) - 34 - -
Debt securities (Note 43(c)) BB EFH243(0) 2,411 3,090 1,295 904
Equity securities e 1,502 1,429 1,502 1,374
Investment funds REES 194 201 193 201
Trading securities RHBRER 4,107 4,754 2,990 2,479
Positive fair values of derivatives PTHETEMEATE

(Note 42(b)) (H:E 42) 1,738 968 1,206 845

5,845 5,722 4,196 3,324
Issued by: BATHEE

Central governments and central banks  # R Er AN fL45 17 596 1,857 289 =

Public sector entities DEHE 22 299 10 299

Banks and other financial institutions ~ $R47 R E b & RIS 1,066 1,093 855 716

Corporate entities rEER 2,229 1,492 1,643 1,451

Other entities Hin &2 194 13 193 13

4,107 4,754 2,990 2,479

Analysed by place of listing: BRI
Listed in Hong Kong EEB LT 1,484 1,484 1,484 1,428
Listed outside Hong Kong EEBIMER Fi 1,071 574 1,07 574
2,555 2,058 2,555 2,002
Unlisted JEET 1,552 2,696 435 477
4,107 4,754 2,990 2,479
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NOTES ON THE ACCOUNTS (CONTINUED)
AR IR B 5 (48)

24.FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS
EERBRRESURRAFEENEREE

Debt securities (Note 43(c)) EBER(H43(0) 15,989 10,043 15,989 10,035
Equity securities RAES 203 349 203 349
16,192 10,392 16,192 10,384
Issued by: BITHES
Central governments and central banks ~ # R Er AN f45 17 531 235 531 235
Public sector entities NEWE 175 177 175 177
Banks and other financial institutions ~ $R17 R E & BikE 8,032 4338 8,032 4330
Corporate entities rEEER 7,454 5,642 7,454 5,642
16,192 10,392 16,192 10,384
Analysed by place of listing: B TS AT -
Listed in Hong Kong EEE LM 3,695 2,946 3,695 2,946
Listed outside Hong Kong ERBNIMNEE T 717 4,003 717 3,995
10,866 6,949 10,866 6,941
Unlisted JEET 5,326 3,443 5,326 3,443

16,192 10,392 16,192 10,384
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(a) FFERRHABARIR

The Group £ The Bank 17
2010 2009 2010 2009
HK$ Mn B EET HKS Mn B¥EEL HKS Mn B EET HKS Mn BB EET
(i) Advances to customers EFER 297,044 247,654 185,213 143,374
Less: Impairment allowances WOREERE
- Individual ~ {5l (282) (534) (226) (499)
- Collective i (819) (811) (654) (678)
295,943 246,309 184,333 142,197
(i) Other accounts HAERIE
Advances to banks and other
financial institutions * ROTRHEMEREEER 1,320 678 844 583
Notes and bonds 5 - 65 - 61
Certificates of deposit held
(Note 43(c)) FARNERE(H430) 39 39 39 39
Accrued interest PRS2 2,206 1,313 1,294 951
Bankers acceptances RITE EZ 14,583 7,976 253 203
Other accounts HiBRE 5,990 5,463 4,303 4,565
24,138 15,534 6,733 6,402
Less: Impairment allowances B OREER
- Individual - @5l (38) (31) (3) (3)
— Collective - B (3) ©) - -
24,097 15,494 6,730 6,399
320,040 261,803 191,063 148,596
*  The above advances to banks and other financial institutions include: * KU ERITREM S BBIER A
Receivables from reverse repurchase agreements under which the Group obtains RE B E 7% FRUARF - RIBZ A S

securities on terms which permit it to re-pledge or resell securities to others in
the absence of default. At 31st December, 2010, the fair value of financial assets
accepted as collateral that the Group is permitted to sell or re-pledge under such
terms is Nil (2009: Nil).

B EGES RMKIGERELEROZERT
ARERKEERSTHMEAL - R20105
12A310  REZGERAEE A ELEH
EANEREEZ A FEESE(2009% :
&) -
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NOTES ON THE ACCOUNTS (CONTINUED)
BRTE B 5L (7))

25.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (conTiNnuED) ZE B R HAERE @)

(b) Impairment allowances against advances and other accounts for  (b) 20105 &3 % H 18R 1B > FE %%
2010

At 1st January MA1R 534 811 31 9 565 820
New provisions charged to income  WREEZR A 5 R FT AR

statement (Note 11) (Frat11) 451 86 12 ™ 463 79
Net provisions released back to B EIEF HEE %45

income statement (Note 11) (H1E11) (235) - (1) - (236) -
Amounts written off piEisEe (507) (84) (6) - (513) (84)
Recoveries (Note 11) W EI%E (f1ET11) 51 - - _ 51 _

EEiigilinkZ 4

Effect of discounting (Note 4) (Fit4) 21 - - - 21 -
Exchange adjustments EXAE 9 6 2 1 " 7
At 31st December M2A318 282 819 38 3 320 822

At 1st January M A1R 499 678 3 - 502 678
New provisions charged to income

statement WER RN SRR 378 49 - - 378 49
Net provisions released back to

income statement B AR FE (207) - - - (207) -
Amounts written off b6t (481) (80) - - (481) (80)
Recoveries Ye eI 46 - - - 46 -
Effect of discounting SENMEY (20) - - - (20) -
Exchange adjustments 0 5 A% 1 7 - - 1 7

At 31st December ®12A318 226 654 3 - 229 654
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (78

(b) Impairment allowances against advances and other accounts for  (b) 2009F & & M1 ERIE 2 BB X%
2009

At 1st January ®1A1H 523 521 23 9 546 530
New provisions charged to income Wiz M 5 HOF &N

statement (Note 11) (1) 813 420 14 (1) 827 419
Net provisions released back to BBz FK HOEEFE

income statement (Note 11) (HiE11) (98) - 3) - (101) -
Amounts written off e (743) (138) @) - (747) (138)
Recoveries (Note 11) WeslgE (it 11) 65 - 1 - 66 =
Additions through acquisition of

subsidiaries BAMBARRIEE - - - 1 _ 1

STENY 2

Effect of discounting (Note 4) (Hist4) (40) - - = (40) -
Exchange adjustments I 7 A% 14 8 - - 14 8
At 31st December W12A318 534 811 31 9 565 820

At 1st January MA1H 438 392 - - 438 392
New provisions charged to income

statement W RN BEEE 752 407 3 = 755 407
Net provisions released back to

income statement B AR (81) = = = 81) =
Amounts written off s (641) (128) - - (641) (128)
Recoveries Ye g 57 - - - 57 =
Effect of discounting SEMNEE (38) - = - (38) -
Exchange adjustments fE 5 A% 12 7 - - 12 7

At 31st December ®12A318 499 678 3 - 502 678
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(c) Advances to customers — by industry sectors () BEFER -RRITENE
The analysis of gross advances to customers and the percentage of secured RITESENEFEREBEREGERERD
advances by industry sector is based on the categories and definitions used by the BOLREREECREERBMEANER
Hong Kong Monetary Authority. FEE o
2010 2009
% of secured % of secured
Gross advances advances Gross advances advances
BEAERH HEAERN
Exnem Bl ERBE At
HKS$ Mn % HK$ Mn %
BYERER BRX BERET ERES
The Group £8
Loans for use in Hong Kong EEBFRNER
Industrial, commercial and financial TEseE
— Property development - MEER 10,245 60.04 8,790 60.42
— Property investment - MERE 40,697 92.44 33,532 93.71
— Financial concerns - eRbE 6,169 75.47 3,759 79.47
— Stockbrokers - RELL 453 84.53 690 14.41
— Wholesale and retail trade -HBETER 4,710 40.62 3,102 66.50
- Manufacturing oy 4,876 50.28 2,094 56.10
—Transport and transport equipment - E & ELE& R {5 4,461 71.56 3,808 79.08
- Recreational activities - IREEH) 88 16.47 100 44.95
— Information technology - BB 566 57.15 328 1.54
- Others - Hpt 4,885 55.71 5,058 61.27
- Sub-total I\ 77,150 71.37 61,261 80.34
Individuals A
— Loans for the purchase of flats in
the Home Ownership Scheme, -BEIEEEEE 2]
Private Sector Participation [LAZRERE R
Scheme and Tenants Purchase [HEEEREET
Scheme HER 1,611 100.00 1,532 100.00
— Loans for the purchase of other
residential properties - BEAMAEMENER 30,130 99.99 25,199 99.87
— Credit card advances -ERFRER 3,087 0.00 2,675 0.00
- Others - Hft 13,570 73.38 12,739 77.90
- Sub-total N\ 48,398 86.15 42,145 86.89
Total loans for use in Hong Kong EERFERNERESE 125,548 80.76 103,406 83.01
Trade finance BoRE 9,554 46.03 2,546 53.75
Loans for use outside Hong Kong* EEBUIMERRNE T 161,942 72.16 141,702 75.76
Total advances to customers REEEE 297,044 74.95 247 654 78.56
*  Loans for use outside Hong Kong include the following loans for use in the PRC. * EBBLIMERRIEAXOEUATETEAR
HABFEFAHEL
2010 2009
% of secured % of secured
Gross advances advances Gross advances advances
BEAERH HEAERN
Enem Aol BB Apt
HKS$ Mn % HK$ Mn %
BERER BRX BEEET ERES
Property development MERE 24,732 52.19 13,762 71.12
Property investment MERE 22,722 89.55 24,153 86.36
Wholesale and retail trade HERTEX 17,835 88.23 19,612 95.16
Manufacturing EOEES 9,731 51.77 7,322 48.94
Others Hit 47,628 73.16 39,016 69.86

122,648 72.46 103,865 77.16
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2010 2009
% of secured % of secured
Gross advances advances Gross advances advances
BEAERH HEAERN
Exnem BAL B ANt
HKS$ Mn % HK$ Mn %
BYEERT BAE RERET BAX
The Bank BT
Loans for use in Hong Kong ERRERNER
Industrial, commercial and financial TEsRE
— Property development -MERE 10,235 60.10 8,780 60.48
- Property investment - MEKE 40,572 92.42 33,417 93.69
— Financial concerns -SRcE 6,168 75.48 3,758 79.48
~ Stockbrokers - REER 452 84.53 689 14.41
~ Wholesale and retail trade - HEETEX 4,652 39.88 3,057 66.01
— Manufacturing - Bl 4,831 49.82 2,066 55.48
—Transport and transport equipment - B & EE &R E 4,461 71.56 3,808 79.08
~ Recreational activities - REED 88 16.47 100 44.95
— Information technology - Bk 563 56.87 328 1.54
- Others - Hft 4,212 48.63 4,798 59.17
- Sub-total — /&t 76,234 77.12 60,801 80.21
Individuals EA
— Loans for the purchase of flats in
the Home Ownership Scheme, —BE [EEEEEE] -
Private Sector Participation [FLAZEEEE] &
Scheme and Tenants Purchase [HEEEEE B8F
Scheme RER 1,611 100.00 1,532 100.00
- Loans for the purchase of other
residential properties -BEHMEENENER 30,077 99.99 25,155 99.87
- Credit card advances - ERRER 3,087 0.00 2,675 0.00
- Others - Hfth 12,396 73.06 11,945 78.05
- Sub-total v\ 47171 86.37 41,307 87.10
Total loans for use in Hong Kong EEBERNER AR 123,405 80.65 102,108 83.00
Trade finance BoRE 7.798 38.22 2,309 52.08
Loans for use outside Hong Kong* EEBIIMEBME R 54,010 53.59 38,957 56.27
Total advances to customers REEMEE 185,213 70.98 143,374 75.24
*  Loans for use outside Hong Kong include the following loans for use in the PRC. * EEBLIMEAREREEL TEFREAR
HRAFEFAHEL
2010 2009
% of secured % of secured
Gross advances advances Gross advances advances
BEAEHH HEREHH
EXBE BO B A,
HKS Mn % HK$ Mn %
BERET BRXE BERET ERES
Property development MEER 10,122 6.95 3,109 12.16
Property investment MERE 1,893 70.86 1,316 65.82
Wholesale and retail trade HERTEE 830 95.31 1 9.88
Manufacturing EOEES 1,893 52.64 1,541 53.92
Others Hit 3,080 8.42 2,992 10.65
17,818 22.97 9,069 26.52
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(c) Advances to customers — by industry sectors (continued) () EFER - RITED @)
Individually impaired loans, as well as relevant information, in respect of industry NTRAES RN EEFEREERE D 2+
sectors which constitute 10% or more of total advances to customers are as P ERERF - EEBIRENER - UK
follows: HEAERIT

The Group &8 The Bank 1T
2010 2009 2010 2009
HK$ Mn HKS$ Mn HK$ Mn HK$ Mn
EREER BERET BYEEER BERET
() Property development () MEEE

a.  Individually impaired loans a. EERIHENER 528 805 487 m
b. Indvidual impairment allowance b, {EBIFIEER 58 50 48 37
Collective impairment allowance ¢ BEEFEER 64 83 48 70

d.  Provision charged to income d. RRERZHEN

statement %f
- individual impairment loss - ERIRER% 169 324 169 316
— collective impairment loss - BERERK 2 61 16 57
e Written off e. Mg 114 272 112 271
(i) Property investment (i) WERE

a.  Individually impaired loans a. BEARFENER 441 309 209 129
b.  Individual impairment allowance b, {ERIFEERE 67 29 24 16
¢ Collective impairment allowance ¢, BEFEEE 266 212 192 153

d. Provision charged to income d. REERSEN

statement kil

— individual impairment loss S EINEHERZES 87 60 32 39
- collective impairment loss o REECEN 82 119 62 83
e Written off . 27 52 7 21

(iii) Loans for purchase of residential (i) BEHMETHED

properties &
a.  Individually impaired loans a. BERIFENER 102 135 94 125
b. Individualimpairment allowance b, {ARIEIEREE - = - =
. Collective impairment allowance ¢ BEHEEE 46 2 M 30
d. Provision charged to income d. REERZHEN
statement £
~ individual impairment loss - [ERIRERE 3 1 1 1
— collective impairment loss - BERERX 24 23 19 2
e. Written off . 3 1 1 1
(iv)  Wholesale and retail trade (v) HBETEF
a.  Individually impaired loans a. BERRENER "7 310 94 290
b. Indvidual impairment allowance b, {ERIFEER Lt} 162 3 162
¢ Collective impairment allowance ¢, EEEREERE 76 58 58 39
d. Provision charged to income d. RARERSHEN
statement £
- individual impairment loss - [ERIRER% 35 185 35 184
~ collective impairment loss - BERERK 2 21 18 17

e Written off R % 131 9% 121
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NOTES ON THE ACCOUNTS (CONTINUED)

(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.

AR IR Fff 5 (48)

(d) EFEX - ZERESE
EFERREZARLERNNSE  RRE
RBYFHFAEL  LEERABEARA
2 —RME - ARERNEREGLIR
SUFAEMOBRO— TR - LR
WETHRRERRTNENDT - MRRIT
MM ERIFERNRFHFM AN - B
REER AL —ARREES—EDR -

Hong Kong & 145,109 183 337 77 284
People’s Republic of China FEARANE 118,898 53 222 27 145
Other Asian Countries HipmMER 12,061 55 101 62 149
Others Hity 20,976 105 932 116 241
Total %y 297,044 396 1,592 282 819
% of total advances to customers HRFEFEBNA L 0.54%
Market value of security held against

impaired advances to customers REETERERTE 3,223

Hong Kong 5 121,538 217 407 103 299
People’s Republic of China FEARANE 93,084 177 373 34 86
Other Asian Countries HipmMER 10,103 213 382 247 178
Others Hith 22,929 284 1,286 150 248
Total 1%y 247,654 891 2,448 534 811
% of total advances to customers HRFEREBNA L 0.99%
Market value of security held against

impaired advances to customers RESFERRTE 4,839
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NOTES ON THE ACCOUNTS (CONTINUED)

AR IR B 5 (48)

25.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS (conTiNnuED) ZE B R HAERE @)

(d) Advances to customers — by geographical areas (continued)

d) EFEX - ZEE 2 HE @)

Hong Kong Bt 128,124 161 303 66 264
People’s Republic of China FEARANE 30,691 10 173 27 63
Other Asian Countries HihemHEER 10,786 55 101 62 148
Others Hi 15,612 90 691 Al 179
Total pak) 185,213 316 1,268 226 654
% of total advances to customers EEFEREENE L 0.68%
Market value of security held against

impaired advances to customers AEEFEARTE 2,733

Hong Kong a5 103,784 185 357 87 278
People’s Republic of China FEARLNE 16,419 23 207 33 26
Other Asian Countries HEDMER 9,021 213 381 246 177
Others Hith 14,150 270 1,166 133 197
Total k) 143,374 691 2,111 499 678
% of total advances to customers HEFERBBNAN L 1.48%
Market value of security held against

impaired advances to customers AEERERRTE 3,048

Impaired loans and advances are individually assessed loans with objective evidence
of impairment on an individual basis. The above information by countries or
geographical areas is derived according to the location of the counterparties after
taking into account any transfer of risk.

There were no impaired advances to banks and other financial institutions as at
31st December, 2010 and 31st December, 2009, nor were there any individual
impairment allowances made for them on these two dates.

BEERRBHZE DR RERER RN
AR EMER - R ERERKEHD R
HMER - BREXSEFHOMELY BB R
BRRREE -

M20105F12 A31H K%2009F12 A318 » R
TREMSHEENERP I EREER
IMERZE BRI B AR E2EME -
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (48

(e) Advances to customers — net investment in finance leases (e) EFEXR —mEHEMNFRER
Advances to customers include net investment in equipment leased under finance BREERBREARERELAHHRE -
leases. The total minimum lease payments receivable under finance leases and their REREHERKNNRERENTEE X
present values at the year end are as follows: HBENT :

Amounts receivable: JEURERK :
Within one year 1A 1,045 137 1,182 1,004 116 1,120
After one year but within
five years 1ELAE5ER 1,391 201 1,592 1,100 186 1,286
After five years SELE 2,096 272 2,368 1,729 265 1,994
4,532 610 5,142 3,833 567 4,400
Less : Individual impairment
allowances w : ERIREERS (6) (10
Net investment in finance leases B ETAERFIRE SR 4,526 3,823
The net investment in finance leases is carried on the statement of financial REHERFIRE B R IEEBARS AR
position as a receivable. No accrual is made for the interest income relating to RS + B EERTAR AR T SWA o

future periods.
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The Group £
2010 2009
HKS Mn B8 EET HKS Mn BEEET

The Bank 17

2010

2009

HKS Mn B¥EET HKS Mn BEEETL

Treasury bills (including Exchange Fund BB &R (BIENEESER)

Bills) (Note 43(c)) (B1243() 6,744 5,425 6,704 5,364
Certificates of deposit held (Note 43(c)) & HFGE (Hit43(c) 2,152 972 1,345 595
Debt securities (Note 43(c)) EBES (HE43() 29,271 22,599 11,911 11,990
Equity securities RRAE S 2,290 1,810 982 909
Investment funds REES 322 77 220 77

40,779 30,883 21,162 18,935
Issued by: BITHE

Central governments and central banks  # R EFFAIFR L4817 11,882 12,787 8,244 6,416

Public sector entities NEWRE 3,726 236 1 =

Banks and other financial institutions ~ $R17 R E 4 Rkt 14,861 14,199 9,872 10,649

Corporate entities hEER 10,016 3,584 2,825 1,793

Other entities HinEeE 294 77 220 77

40,779 30,883 21,162 18,935

Analysed by place of listing: B TR :
Listed in Hong Kong EEELT 2,249 1,957 1,565 1,495
Listed outside Hong Kong EEBIMNER Em 6,545 5,512 4,136 3,986
8,794 7,469 5,701 5,481
Unlisted JEEm 31,985 23,414 15,461 13,454
40,779 30,883 21,162 18,935
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (48

27.HELD-TO-MATURITY INVESTMENTS (NOTES 43()) EZ2H&E (MzE43(0)

Treasury bills (including Exchange Fund

Bills) BEEH(DENEESER) 64 189 64 112
Certificates of deposit held FENERE 1,288 2,245 1,106 1,584
Debt securities BEEEE 4,362 4,843 2,596 3,144

5714 7,277 3,766 4,840
Less: Impairment allowances W REREE - (38) - (38)

5714 7,239 3,766 4,802
Issued by: RATHR -

Central governments and central banks ~ # RERFFAI HR4R1T 1,506 1,510 1,506 1,506

Public sector entities NERE 455 621 172 276

Banks and other financial institutions 817 % Eth 4 RRTE 2,897 4,328 1,737 2,629

Corporate entities TrEEE 856 780 351 391

5714 7,239 3,766 4,802
Analysed by place of listing: BREmEA
Listed in Hong Kong ERE LM 948 952 824 848
Listed outside Hong Kong TERBNIMEE ET 2,548 2,984 1,861 2,263
3,496 3,936 2,685 3,1
Unlisted JEET 2,218 3,303 1,081 1,691
5714 7,239 3,766 4,802
Fair value: ATEE:
Listed securities EmES 3,614 3,998 2,750 3,150
Unlisted securities I EHES 2,237 3,320 1,086 1,696
5,851 7,318 3,836 4,846
Movement of impairment allowances REZEENE B

At st January MA1H 38 107 38 107
Charge for the year FENTH - 9 _ 9
Write-off WisH (38) (78) (38) (78)

At 31st December W2A318 - 38 - 38
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Reclassification of Available-for-sale Financial Assets

On 1st January, 2009, the management have assessed the intention and ability
to hold to maturity the Group’s available-for-sale financial assets. Based on this
assessment, the management concluded that they have the positive intention
ability hold them to maturity and therefore have reclassified the portfolio from the
available-for-sale category to held-to-maturity. The amount reclassified on the date
of reclassification is as follows:

B oBTMHEEERERE

20091 A1H - EEEETEHASEE
AHHESREEREZRHANE ML
7o IRBUETE - BEEREMME EELN
BRMENFERESEA - At - ESEE
HAHEERRENHEAREEE - RE
MABAMEMYENSBENT :

Carrying amount
on 1st January, 2009

720091818
HIBRE(E
HK$ Mn
BEEET

Reclassified from available-for-sale debt securities ~ B DI E At HEBEHKES
Listed in Hong Kong EEABLT (83)
Listed outside Hong Kong FEEBAIMEE E (229)
Unlisted LT (364)
(676)

Reclassified to held-to-maturity securities B BEAREDEES

Listed in Hong Kong wEB LT 83
Listed outside Hong Kong FEBEAIMDE 229
Unlisted JE LT 364
676

There are no unrealised gains and losses arising from changes in fair value
recognised in the investment revaluation reserve during the year.

The net unamortised revaluation deficit was HK$18.5 million (2009: HK$19
million).

The unamortised revaluation surplus or deficit of individual investments reclassified
shall be amortised to the income statement over the respective remaining life of
investment using the effective interest method. The net unamortisation during the
year was HK$0.5 million (2009: HK$3 million).

FEALTEREAFEEZSHMELNARE
RBEBERESHREAER

oK B 5 E 1 55 18 7% 58 A 75 18,500,000 7T
(20094 : 7%%19,000,0007T) °

EREEM D BIREN AR B HE BRI
BRERAERNE AR ERIREN MR E
HERSRADHE - FEABENSERL
#500,0007T (20094 : #153,000,0007T) ©
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The Bank 81T

2010 2009

HK$ Mn HK$ Mn

BYERBT BEBET

Unlisted shares, at cost 3E Emkty (R1E) 13,952 13,690
Less: Impairment allowances R REZER (233) (233)
13,719 13,457

The following list contains only the particulars of subsidiaries which principally
affected the results, assets or liabilities of the Group. The class of shares held is

NTHERBEEAKENRE  EEXA
BEEAZENWNBAR - WERNHBLE

ordinary. B
Details of these companies are as follows: LLERRINFBAT
Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank The Group Nature of business
AREH LR R & 3 4t B ERTRARKRE RBTAERER AEBERGEE EBUE
Ample Delight Limited Hong Kong HK$7%&#450,000,0007TC 100% Investment holding
AR ERRA] BE AR
Bank of East Asia (Trustees) Hong Kong HK$7% % 150,000,0007T 100% Trustee
Limited BB SRtk
RERITUSFE)ERRA]
BEA Life Limited Hong Kong HK$7%&#500,000,0007T 100% Life insurance
REAFRBARAR BE N
BEA Pacific Asia Limited Hong Kong US$13,000,0003 7T 100% Investment holding
HE REER
Blue Cross (Asia-Pacific) Insurance  Hong Kong HK $/8#750,000,0007T 100% Insurance
Limited B RBR
E+F(RR)RBRBERAA
BEA Union Investment Hong Kong HK$%5#£374,580,0007TC 51% Asset management
Management Limited B BEER
REMEREEEFRAA
BEA Wealth Management Services Taiwan, Republic of ~ NTD#7 & #233,200,0007T 100% Wealth management
(Taiwan) Limited China services
ROEHROERRF] BE  HERE M EEERE
CCSL St. Lucia Limited St. Lucia US$1,00037T 60.49% Holding company
EERD (Common3&@A%) RN R
US$20037T
(Class AZERIA
Redeemabler] fi& [B])
Central Town Limited Hong Kong HK$7&#527T 100% Property investment
EREEAR AT BB MmERE
Century Able Limited Hong Kong HK$7%5#929,752,8497T 100% Investment holding
EHEERAR BB AR
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Place of

US$1,000 per sharefff5
FA%1,000% T2 BR
BILHE)

incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank The Group Nature of business
NGRS S A-E S ERTRARKRA REBITATGRER AEREFGES ERNHE
Corona Light Limited BVI HK$78%929,752,8497T 100% Investment holding
RBELHS REER
Credit Gain Finance Company Hong Kong HK$E# 17T 100% Money lenders
Limited ) BEA
BEMBHERAT
Crystal Gleaming Limited BVI HK$7%#929,752,8497T 100% Investment holding
RERERHS REER
East Asia Electronic Data PRC US$3,000,0003< 7T 100% Servicing
Processing (Guangzhou) AR AR LR BR7% 1%
Limited
REEFEREZE(EM)
BIRAT
East Asia Financial Services BVI US$24,096,0003% 7T 100% Investment holding
(BVI) Ltd. RBRAHS REER
*East Asia Holding Company, Inc. ~ U.S.A. US$53%TT 100% Bank holding company
Ee] RITIEARA )
East Asia Investments Holdings BVI HK$7%5#5186,038,7257T 100% Investment holding
(BVI) Ltd. REELHS REER
East Asia Property Agency Hong Kong HK$7%%1,000,0007T 100% Property agency
Company Limited B L EZpei
REMEREARAR
East Asia Property Holdings BVI GBPZAEEITT 100% Property holding
(Jersey) Limited RBREIES bIESSYE)
East Asia Secretaries (BVI) Limited BVI HK $7%%300,000,0007T 75.61% Investment holding
EEBRERHS REER
East Asia Securities Company Hong Kong HK$7&%25,000,0007T 100% Securities broking
Limited BB BHEE
REEFARAT
East Asia Strategic Holdings BVI US$50,000,000% 7T 100% Investment holding
Limited RERLHS RE R
Golden Empire International Inc. ~ BVI US$10,0003 7T 100% Property investment
RERLHS MERE
Innovate Holdings Limited BVI US$ 127t (Ordinary i@ H%) 100% Special purpose vehicle
RBRAES US$500,000,000% 7T (with company
a liquidation preference of FEBMRETR
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Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank The Group Nature of business
IR FE R & S 4t B EBRTRARKRE REBITATGRER AKEFGER EBENUE
Skyray Holdings Limited BVI HK$75%450,000,0007C 100% Investment holding
RBRLES REER
Speedfull Limited BVI HK$7%5#450,000,0007C 100% Investment holding
RERLHS REER
The Bank of East Asia (China) PRC CNY AR #58,000,000,0007C 100% Banking and related
Limited (Note 1) FREE A RFAFIE financial services
RERIT(RE)BRAF R1T A R © BLARTS
(Kiat1)
*The Bank of East Asia (U.S.A.) N.A. U.S.A. US$4,500% 7T 100% Banking
FBIRTBIRTT e RIT
Tricor Consultancy (Beijing) Limited PRC US$1,850,000% 7T 75.61% Business consultancy in
(Note 1) R A R AR China
RS ERAILR)BRAF BUALHESTS
(fat1)
Tricor Holdings Limited BVI US$7,001%5T 75.61% Investment holding
EBREIHS REER
Tricor Holdings Pte. Ltd. Singapore S$HT AN ¥E5,000,0027T 75.61% Investment holding
AN REZER
Tricor Investor Services Limited Hong Kong HK$EE 27T 75.61% Investor services
BEEFELARAR 5 REERS
Tricor Services Limited Hong Kong HK$7&#527T 75.61% Business, corporate and
BEERXEBERAR B investor services
s - EERIREER
%
Tricor Services (BVI) Limited BVI US$250,000%7T 75.61% Registered agent and
RERLHS trustee services
SR RASFEARTS
Tricor Services (Malaysia) Sdn. Bhd. Malaysia RM 5 #55,672,4847T 60.49% Investment holding
BSRETE REER
Tung Shing Holdings Company BVI US$20,000,0003 7T 100% Investment holding
Limited RERLHS AR
REZERARAT
Notes: Kt -

1. Represents a wholly foreign owned enterprise.

1.

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

*  Companies not audited by KPMG. The accounts of the subsidiaries not audited by KPMG *
reflect total net assets and total income constituting approximately 1.3% and 2.2%
respectively of the related consolidated totals.

E—2ERANELE -

BB G EH TR A] > IEH
EEHE TN FEEERANE R AIREZ
BEAERIRA KBRS SR & RS
1.3%%2.2% °
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The Group 58 The Bank 817

2010 2009 2010 2009

HK$ Mn HK$ Mn HK$ Mn HK$ Mn

BEEEL BEAEET BEEET BERET

Listed shares, at cost FHs (RE) - = 2,040 1,781
Unlisted shares, at cost FEEmiRA (RE) - = 364 196
Share of net assets EEFEE 3,322 2,389 - =
Goodwill e 251 226 - -
3,573 2,615 2,404 1,977
Less: Impairment allowances B OREEE - - (14) 31)
3,573 2,615 2,390 1,946

Loans to associates amounting to HK$44 million (2009: HK$497 million) are

included under advances to customers.

Share of associates’ taxation for the year amounted to HK$109 million (2009:

HK$81 million).

The following list contains only the particulars of associates which principally

affected the results or assets of the Group:

RN

B X 48 %5 44,000,000 7T (2009

4 : ¥497,000,0007T) E BIEEEFERK ©

FE A REILEE 4 A R B &% 109,000,000

JC(20094 : 7&%81,000,0007T) °

% of ordinary shares

UTHERBRAREENRENEERE

pRNBEAR

held by
ZER
Place of incorporation
Name of company and operation The Bank The Group Nature of business
NCIECE R B2 B S it B MITATEEEE  REPMGEE FBME
Listed £
AFFIN Holdings Berhad Malaysia 23.52% Investment holding
ISE ik REER
Unlisted 3k £
Dolford Property Holdings Limited BVI Investment holding
KBRS REZER
Founder BEA Trust Company Limited PRC 19.99% Trust and other financial
FIEREEFLARAR R A RFEAE businesses
SRRk EMEREE
Industrial and Commercial Bank Canada 30% Banking services
of China (Canada) IEX SRITARTS

MERTEIRIT
(formerly The Bank of East Asia (Canada))
(FIREIE AR ERTT)
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held by
ZER
Place of incorporation
Name of company and operation The Bank The Group Nature of business
AR HB RN E SR RITALERE KEPMGEE EBME
Mercedes-Benz Financial Services Hong Kong 20%  Financing, leasing and
Hong Kong Limited &5 insurance services
GERHT — A ST IR B - THE AR RS
HEEBRAT
Mercedes-Benz Financial Services Republic of Korea 20%  Financial services
Korea Limited FEE & RARTS
Platinum Holdings Company Limited Cayman Islands 29.99% Investment holding
FEHES REZER
PT. Bank Resona Perdania Indonesia 30% Banking and related
EfE financial services
RITREESRIRT
Sunfire Enterprises Limited BVI 20%  Property development
(shares disposed on 2 June 2010) EBETEHS MEERE
RBELEFRAIF
(BRHBEH201056 A2AHE)
TCL Finance Co., Ltd. PRC 20% Financial services and
TCLEEEB B R AR AR AR RN cash management
DRRE MR ER
Trans-Ocean Insurance Company, Hong Kong 48.7% Inactive
Limited (in liquidation) B FEE R

EFRRARARCEEY)

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

Summary financial information on associates

BaNmAyBEREE

Assets Liabilities Equity Revenue Profit
BE =N RER g KA g
HKS$ Mn HKS$ Mn HK$ Mn HKS$ Mn HK$ Mn
B¥EET B¥EEx B¥EERT B¥AExT ABE¥EER
2010
100 per cent ARZ—H 133,531 117,319 16,212 4,453 1,475
Group's effective interest A E RS 31,267 27,945 3,322 1,062 341
2009
100 per cent BHZ—8 102,075 89,071 13,004 3,506 1,052
Group's effective interest REBER A BIERS 21,425 19,036 2,389 762 264
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TR B 5E (48

30. GOODWILL AND INTANGIBLE ASSETS B2 L EFEE

Goodwill and intangible assets include goodwill arising on business combinations HMEREFVEEREREBEHEENTE
and acquired intangible assets. Acquired intangible assets include core deposits RBEANEREE BARFEEREZLE
which are amortised over their estimated economic useful life of ten years, and A G - WIRH REHSEE A 105
naming rights. i -

Goodwill e 2,822 2,738 1,460 1,460
Acquired intangible assets BARVEE 1,366 1,397 - -
4,188 4,135 1,460 1,460

(a) Goodwill (a) &

At 1st January MA1A 2,738 2,705 1,460 1,460
Additions through acquisition of AR B A RIA

subsidiaries EE 47 22 - _
Exchange adjustments s 37 11 - -
At 31st December ®2A318 2,822 2,738 1,460 1,460
Impairment tests for cash-generating units containing goodwill BEERENReEEEM ZRERR
Goodwill is allocated to the Group’s cash-generating units (CGU) identified AEEREBS TS EEETOIHANNRS
according to business segment as follows: EEBMMNT:

Personal banking B ASRTT 849 849
Corporate banking IRIT 453 453
Treasury markets BIET% 158 158
Corporate services RS 1,183 1,100
Others At 179 178

2,822 2,738




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 17.14% (2009:
14.37%) and the long-term growth rate is 3%-10% (2009: 3%).

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 include acquired core deposits. Intangible assets are stated at cost
less accumulated amortisation and impairment loss (Note2(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:

Acquired core deposits 10 years

Naming rights over the shorter of the lease period of building or land

Both the period and method of amortisation are reviewed annually.
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REeEEFEMMTTKRE AR EEREE
FHH o EIDARREEE D ENSFIH
BHEOBRRIEG - BRESFHRMNRESR
BT R fEET N R EHEET o B RETAEA
ZRTEEBMAMEERBNRETHER

PR EFEREENGRT IR A17.14%
(2009 : 14.37% ) R RHIE KRR B3%-10%
(2009 :3%) ©

ERERRAERANIENMSERIAETE
TREFEA - TR Ae T RERER
ERIRRIR A

(b) B EE (BRI

B EEREBARLER - B AEERK
AR B R a6 KO B 18 K B BR (B 3E2(K)
(iv) °

BRRE A A BB A E iR H A Al B
It RN - T ERER ABRNERE
ZE i ATt Y B AR IA T A0 51 7T FR R 8
BALIERB10E

BEBREEY S T bMERENHER

SR R BB RTTE -
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TR B 5E (48

30.GOODWILL AND INTANGIBLE ASSETS (conTinueD) BIER B EE @

Cost A
At 1st January MA1R 1,418 38
Additions ®E - 1,380
Additions through acquisition LR B A AR

of subsidiaries EE 14 =
Exchange and other

adjustments i % 1 -
At 31st December ®12A318 1,433 1,418
Accumulated amortisation RETEE
At st January mA1R 21 )
Amortisation charge

for the year (Note 10) FENESHHE10) (34) (13)
Additions through acquisition TN B AR

of subsidiaries EE (12) =
Exchange adjustments R A - 1
At 31st December R12A318 (67) (21)
Carrying amount at R12A31BEREA

31st December 1,366 1,397
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2010
The Group £8
Furniture,
Investment Bank fixtures and
properties premises equipment Sub-total Total
B £
RENE 74t R it “m
HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn HKS$ Mn
BEEEL BEEER BEEERL BEAER BEBET
Cost or valuation BASkEE
At 1st January, 2010 #2010F1 818 2,095 8,572 3,673 12,245 14,340
Additions Ee 14 313 559 872 886
Additions through acquisition BUEREE - - 37 37 37
Revaluation surplus BhAH 426 - - - 426
Revaluation of bank premises T EFBARE
transferred to investment properties ~ ¥1% - 36 - 36 36
Transfer from bank premises to
investment properties RITHE AR E W E 26 (26) - (26) -
Redevelopment cost BRERA 2 1 - 1 3
Disposals HE - (83) (154) (237) (237)
Exchange adjustments B AR " 218 45 263 274
At 31st December, 2010 #2010F12A31H 2,574 9,031 4,160 13,191 15,765
Accumulated depreciation and
amortisation ZEthEREH
At 1st January, 2010 201051718 - 775 2,098 2,873 2,873
Additions through acquisition TR E - - 33 33 33
Charge for the year (Note 10) ERNLE(HE10) - 132 449 581 581
Revaluation of bank premises T ERBARE
transferred to investment properties  ¥1% - (4) - (4) (4)
Write back on impairment loss BB ER - @ - V)] (0)]
Written back on disposals T I I - 37 (131) (168) (168)
Exchange adjustments 0 5 2% - 13 25 38 38
At 31st December, 2010 #2010%12A31H - 877 2,474 3,351 3,351
Net book value at REFE
31st December, 2010 72010612 A31H 2,574 8,154 1,686 9,840 12,414
The gross amounts of the above assets it AR EEFI R
are stated: mnE:
At cost A - 8,216 4,160 12,376 12,376
At Directors' valuation REZLE
-1989 —1989F - 815 - 815 815
At professional valuation REE(LE
-2010 —2010F 2,574 - - - 2,574
2,574 9,031 4,160 13,191 15,765
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NOTES ON THE ACCOUNTS (CONTINUED)

AR IR B 5 (48)

31.FIXED ASSETS (conTiNUED) [EE & E (&)

Cost or valuation RAREE
At 1st January, 2010 R2010F1A18 1,798 3,949 2,255 6,204 8,002
Additions #E - 76 224 300 300
Revaluation surplus EhAR 416 - - - 416
Revaluation of bank premises T EFEARE
transferred to investment properties ¥ - 16 - 16 16
Transfer from investment properties to
bank premises HIREMEEAITIE (42) 42 - 42 -
Redevelopment cost BEAA 1 2 - 2 3
Disposals HE - (61) (53) (114) (114)
Exchange adjustments JE 5 2% - 57 4 61 61
At 315t December, 2010 320105127318 2173 4,081 2,430 6,511 8,684
Accumulated depreciation and
amortisation REHTE R
At 1st January, 2010 R201061A18 - 382 1,400 1,782 1,782
Charge for the year FRAXH - 50 238 288 288
Revaluation of bank premises T EfEARE
transferred to investment properties  ¥)% - 3) - (3) (3)
Write back on impairment loss ERREE - V)] - )] 0]
Written back on disposals ] - (29) (45) (74) (74)
Exchange adjustments A - - 2 2 2
At 31st December, 2010 2010512 A31H - 398 1,595 1,993 1,993
Net book value at FRFE
31st December, 2010 #2010F12A318 2,173 3,683 835 4,518 6,691
The gross amounts of the above assets _E it BEER) 571 R
are stated: LUl
At cost RN - 3,266 2,430 5,696 5,696
At Directors' valuation REZE
- 1989 —1989%F - 815 - 815 815
At professional valuation REX(E
-2010 —2010%F 2,173 - - - 2,173
2,173 4,081 2,430 6,511 8,684
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (78

Cost or valuation PRk (E

At 1st January, 2009 20091 A1H 1,839 6,293 3,507 9,800 11,639
Additions #E - 2,264 297 2,561 2,561
Additions through acquisition MRS - - 16 16 16
Revaluation surplus BSR4 206 - - - 206
Revaluation of bank premises T EFEARE

transferred to investment properties ¥ - 97 - 97 97
Transfer from bank premises to

investment properties RITHEAREY % 61 (61) - (61) -
Disposals HeE (14) (24) (162) (186) (200)
Exchange adjustments B A% 3 3 15 18 21
At 31st December, 2009 R2009F12831H 2,095 8,572 3,673 12,245 14,340

Accumulated depreciation and

amortisation ZETEREH
At 1st January, 2009 20091 A1H = 675 1,818 2,493 2,493
Additions through acquisition CIEERIEE = - 7 7 7
Charge for the year (Note 10) EFRLE(HE10) - 99 413 512 512
Impairment loss VEREEEN - 13 - 13 13
Written back on disposals B e - (12) (154) (166) (166)
Exchange adjustments fE 5 2% - - 14 14 14
At 315t December, 2009 R2009%F12A318 - 775 2,098 2,873 2,873
Net book value at FEFE
31st December, 2009 #2009 12 A31H 2,095 7,197 1,575 9,372 11,467
The gross amounts of the above assets it & & 858517
are stated: JUNNE
At cost TN = 7,745 3,673 11,418 11,418
At Directors' valuation REEHE
- 1989 —1989F = 827 = 827 827
At professional valuation REEMHE
-2009 —2009F 2,095 = = = 2,095

2,095 8,572 3,673 12,245 14,340
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TR B 5E (48

31.FIXED ASSETS (conTiNUED) [EE & E (&)

Cost or valuation HASIEE

At 1st January, 2009 R20091A1H 1,819 3,135 2,246 5,381 7,200
Additions e - 602 135 737 737
Revaluation surplus BRH% 205 - - - 205
Transfer from investment properties to

bank premises HREMEBEAITIE 212) 212 - 212 -
Disposals HE (14) - (133) (133) (147)
Exchange adjustments Rk = - 7 7 7
At 31st December, 2009 #2009F12A31H 1,798 3,949 2,255 6,204 8,002

Accumulated depreciation and

amortisation REEREH
At 1st January, 2009 2009118 = 323 1,290 1,613 1,613
Charge for the year FERRH - 46 232 278 278
Impairment loss AEEX - 13 - 13 13
Written back on disposals B [ 3¢ - - (128) (128) (128)
Exchange adjustments T - - 6 6 6
At 31st December, 2009 #2009F12A31H = 382 1,400 1,782 1,782
Net book value at FEFE
31st December, 2009 #2009412A31H 1,798 3,567 855 4,422 6,220
The gross amounts of the above assets -3t & & AI4A%E5I| 7R
are stated: LUNNE
At cost AR - 3,122 2,255 5377 5,377
At Directors' valuation REEbE
- 1989 —1989%F = 827 = 827 827
At professional valuation REEEE
-2009 —2009%F 1,798 = = - 1,798

1,798 3,949 2,255 6,204 8,002




The net book value of bank premises and investment properties comprises:
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T R B Y RO BREFE BIE

The Group £8
2010 2009
Investment Investment
properties Bank premises properties Bank premises
REM=F ik RENE 7t
HKS Mn B%EET HKSMn BEEET HKSMnBEEET HKSMn BB EET
Freeholds Held outside Hong Kong KAZRBERBAIMNYE % 4,125 79 3,841
Leaseholds izl
Held in Hong Kong EEH
On long lease (over 50 years) REFAL(S0F LA L) 1,877 1,653 1,489 1,586
On medium-term lease
(10-50 years) FERFRA)(102504F) 271 1,371 209 1,428
Held outside Hong Kong TERBLIMEE
On long lease (over 50 years) REBA(S0FLAL) - 178 = 161
On medium-term lease
(10-50 years) "PARL (10250%F) 332 827 318 781
2,574 8,154 2,095 7,797
The Bank 817
2010 2009
Investment Investment
properties Bank premises properties Bank premises
REM=F Cips REM*E 7t
HKS Mn B%EET HKSMn BEEET HKSMnBEEET HKSMn BB EET
Freeholds Held outside Hong Kong KAERERBUIMNEE - 804 - 748
Leaseholds izl
Held in Hong Kong EEH
On long lease (over 50 years) REFAL(S0F LA L) 1,678 1,617 1,391 1,503
On medium-term lease
(10 - 50 years) FERFEA)(102504F) 495 1,259 407 1,313
Held outside Hong Kong TERBLIMEE
On long lease (over 50 years) REFAL (S0 LA L) - 3 - 3
2,173 3,683 1,798 3,567

The carrying amount of the bank premises of the Group and the Bank would have
been HK$7,245 million (2009: HK$6,933 million) and HK$2,533 million (2009:
HK$2,498 million) respectively had they been stated at cost less accumulated

depreciation.

Investment properties were valued by independent valuers. Investment properties
in Hong Kong were valued at HK$2,148 million as at 31st December, 2010 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,

2010 and it was performed on an open market value basis.

BREBANEE RATTARAR R E AR
1THE 89 BR T (B 1§ 9 51| /& 7 ¥ 7,245,000,000
7t (2009 4 : % # 6,933,000,000 7T ) K&
7 # 2,533,000,000 7T ( 2009 F : & &
2,498,000,0007T) °

WEMERZB L GEMGE - R20105F
12A318  BEEBREMENGHEABE
2,148,000,0007T ° :Z 5 ¥ R B (HER —
HHANEME— KT  HESAEEHS
AEME2ger EFE T HERENENAE

BRIEICHLSR - (AERNAHMISER
BERM . WEEA20108612A31B 2R\
ﬂq °
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The Group leases out investment properties under operating leases. The leases
typically run for an initial period from 1 to 10 years, with an option to renew the
leases after that date at which time all terms are renegotiated. None of the leases
includes contingent rentals.

Rental income receivable from investment properties held for use under operating
leases amounted to HK$92 million in 2010 (2009: HK$92 million). There was no
contingent rental recognised during the year 2010 (2009: Nil).

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

SEALEHEVABLREYE - HE
HRERIFE105F  HHARUBENEE
fERE R - MERNL T REREES -

RER - LEERERAEENEEMEY
JfE WA & A7 192,000,000 7T (20094 :
#92,000,0007T) ° 2010F FEE RN K HHER
HAEMHE (20094 : #) o

AR HE & S M EEHANTIERIREY
KRR REERAE N RERENT

The Group £8 The Bank 1T
2010 2009 2010 2009
HKS Mn B EERT HKSMn BB EET HKSMn BBEERT HKSMn BBEET
Within one year 1E AR 108 78 73 67
After one year but within five years TELMEESER 142 81 60 62
After five years SEBLE 1 - - -
251 159 133 129

During the year, the Bank entered into transactions with certain subsidiaries in the
ordinary course of its banking business. Details of the amounts due from and due
to subsidiaries are as follows:

REER  ATEETHBRRAERNE
BR 5 o MBRRRKERHE A RREF
FIEATS -

(a) Amounts due from subsidiaries (a) BT X%
The Bank $R1T
2010 2009
HKS Mn BEEHET HK$ Mn B EET
Financial institutions & PIEE 29,917 11,781
Others Hih 877 938
30,794 12,719
(b) Amounts due to subsidiaries (b) X I~ BFIE
The Bank $R1T
2010 2009
HKS Mn 88 EHET HKS Mn BEEET
Financial institutions & R - 17
Others HAth 2,722 1,625
2,722 1,642
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(a) Current taxation in the statement of financial position represents: (a) BEEBRAMAHHES !

The Group £ The Bank $1T
2010 2009 2010 2009
HKS Mn B¥EERT  HKSMn BB EET HKSMn BEEET HKSMn BKEET
Provision for Hong Kong profits A4 & &8 F1|15 %7 4&
tax for the year (Note 13(a)) & (B17£13(a) 359 73 279 -
Provisional profits tax paid BT E SRS (55) (49) - -
304 24 279 -
Balance of profits tax provision ATE&FE RIS HERE
relating to prior years EeR 109 9 71 (14)
Overseas taxation ABHNIE 205 114 91 32
618 147 441 18
(b) Deferred tax assets and liabilities recognised (b) IELEFRIBEE N B EER
The components of deferred tax (assets)/liabilities recognised in the consolidated ERREA VBRI RPECHB(EE),/
statement of financial position and the movements during the year are as follows: BENEKRIBD RFRZESHIT
The Group £8
Depreciation
allowances Impairment ~ Revaluation
inexcess of  Revaluation losseson  of available-
related of financial for-sale Tax
Deferred tax arising from: depreciation properties assets securities losses Others Total
BRERNE SREEN e
BEBERA: HWRESHE NEEL HEBX BHEf HiE Heth ko)
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BREER BWEEn EMEEx  A¥EEn  BREER  BWEER  E¥EER
At Tst January, 2010 1201061418
- As restated -ER 300 1% 3 39 (216) (302) (14)
Charged(credited) to income WERAZH/ (FA)
statement (Note 73(3)) (H#136) 21 - (158) - 69 (58) (126)
Changed/(credited) to reserves 38/ (E A ) EIEA
(Notes 38(c) and (h)) (B389 %) - 2 - (57) - - (55)
Additions through acquisition of BB A RIE)
subsidiaries BE (1) - - - @) - @)
Exchange and other adjustments [ % i £ 3% 2 1 4 (1) 3 (6) 3
At 31st December, 2010 120106124318 322 145 (131) (19) (147) (366) (196)
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TR i &F (48

33.INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)
B AR R R A BV B8 )

(b) Deferred tax assets and liabilities recognised (continued) (b) ELEHEEEREERR (@)

At 1st January, 2009 7200951818
~ As previously reported - MATERE 361 257 (49) (@) (661) (14) (110)
- Adjustment arising from change - R&sHHREE S| %
in accounting policies OFBE=S - (184) - - - - (184)
- As restated -ER 361 73 (49) @) (661) (14) (294)

Charged/(credited) to income

statement (Note 13(a)) WEENZ#E/ (BA)

(as restated) (Wit 13()(ER) (61) = (33) = 447 (61) 29
Charged to reserves BARER

(Notes 38(c) and (h)) (as restated) (42 38(c)f%(h)) (&%) - 37 - 43 - - 80
Exchange and other adjustments  [& % B £ fir 5% - 32 105 - Vi) (227) (92)
At 31st December, 2009 2009412 A31H

(as restated) (EH) 300 142 23 39 (216) (302) (14)

At st January, 2010 201061818

- As restated -BH 289 89 (126) a4 (110) (221) (35)
Charged/(credited) to income  WiasRAXEE/(BA)

statement 25 - (50) - 46 17 38
Changed/(credited) to reserves 238,/ (EA) BB

(Notes 38 (c) and (h)) (Wit 380K h) - 2 - ™ - - 1
Exchange and other adjustments [ B &t 5% - - (1) - 3 @) @

At 315t December, 2010 120106124318 314 91 (177) LX) (61) (208) 2
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (78

At 1st January, 2009 200951418
- As previously reported - MAIRE 347 257 (44) () (528) @2 25
- Adjustment arising from change - A& BBEE
in accounting policies Bk Gopk S = (177) - - - - (177)
— As restated B 347 80 (44) (5 (528) @) (152)
Charged/(credited) to income  ERAZH/(BA)
statement (as restated) (ER) (58) - (83) = 421 7 27
BAGER
Credited to reserves (Notes 38 () (:23810%h))
and (b)) (as restated) (Z#) = 9 - 4 - - %8
Exchange and other adjustments [ 3 RE (5% = = 1 - B) (226) (228
At 31st December, 2009 20095128318
(as restated) (%) 289 89 (126) 4 (110 (221) ()

Net deferred tax assets recognised on  FEAR B kR R BV IE LR

the statement of financial position BAEFE (410) (322) (208) (168)
Net deferred tax liabilities recognised on FEFRRABT TSR &R HOIEIT R
the statement of financial position HAEEA 214 308 210 133
(196) (14) 2 (35)
(c) Deferred tax assets not recognised (o) RERIELEBIEERE
The Group has not recognised deferred tax assets in respect of cumulative tax BRATRER IS B EANEARSKERE
losses of HK$712 million (2009: HK$744 million) as it is not probable that future BOERBOENABHEBEER - AEEY
taxable profits against which the losses can be utilized will be available in the AR R ETF48 7% % 712,000,000 7T (2009
relevant tax jurisdiction and entity. Under the current tax legislation, the expiry F : A#744,000,0007T) BIELEFHIBEAE °
dates of the tax losses were as follows: BIRREH GG - ZSHENTEHENT -

Expiring within 5 years RAEFAEIE 23 34
Expiring more than 5 years FFESIE 83 52
No expiry date sl 606 658

712 744
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The Group £8
2010

2009

HKS Mn B EET HKSMn BEEET

The Bank $17
2010

2009

HKS Mn B¥EET HKSMn BEEETL

(@) Trading liabilities

@ RZAEAE

Shares sold Brz=g 1 6 1 6
Negative fair value of THETAME
derivatives (Note 42(b)) ~EEE
(Hiat42() 3,100 1,449 2,431 1,229
3,101 1,455 2,432 1,235
(b) Other accounts and provisions ~ (b) E4th BRIE K %5
Accrued interest payable FESTERFIE 2,010 1,089 1,083 595
Acceptance draft payable eI iR 14,583 7,976 4,051 203
Other accounts HRIE 11,968 9,441 3,209 2,750
28,561 18,506 8,343 3,548
The Group £8 The Bank 17
2010 2009 2010 2009
HKS Mn B EERT  HKSMn BB EET HKSMn BBEERT HKSMn BEEET
USD550 million 5.625% 1R IB R A R
subordinated notes, NEEETRY
measured at fair value 550,000,000 7T
through profit or loss FB5.625%H)1%
BRE - 4,281 - 4,281
GBP300 million 6.125% step-up & i@iB 18 Ak
perpetual subordinated NFEETBRA
notes, measured at fair value 300,000,000 4%
through profit or loss 6.125% 2B B 2
BB ERE 3,548 3,431 3,548 3,431
USD600 million floating rate & 45 B 4851 BR &9
step-up subordinated notes, 600,000,000 7T)%
measured at amortised cost B RIEERE 4,660 4,647 4,660 4,647
USD500 million Hybrid Tier 1 500,000,000 T8 &
—AATA - - 4,313 3,916
USD600 million subordinated #5455 BR 49
notes, measured at 600,000,000 7T
amortised cost BEZEE 4,485 = 4,485 -
12,693 12,359 17,006 16,275

Loan capital of face value of HK$3,609 million (GBP300 million) and carrying
amount of HK$3,548 million represents 6.125% step-up perpetual subordinated
notes qualifying as tier 2 capital which were issued on 20th March, 2007 by the
Bank. The notes are listed on the Singapore Stock Exchange.

EmE{E#H3,609,000,0007T (300,000,000 5
5 ) & BRI {E 4 % 3,548,000,000 TH E B &
AN RIEHANTTR 200743 A208 BITEE
6.125% * Wi E R ZRAERWED B SR
BEERE - ZRBERFTIKZ S EH -



The carrying amount of financial liabilities desginated at fair value through profit or
loss for the Group as at 31st December, 2010 was HK$61 million (2009: HK$303
million) lower than the contractual amount at maturity and for the Bank was
HK$365 million higher than the contractual amount at maturity (2009: HK$264
million lower than the contractual amount at maturity). The difference in the
accumulated amount of the changes in fair value attributable to changes in credit
risk for the Group were HK$651 million (2009: HK$618 million) and for the Bank
were HK$966 million (2009: HK$689 million). The change for the year ended 31st
December, 2010 for the Group was HK$33 million (2009: HK$1,240 million) and
for the Bank was HK$277 million (2009: HK$ 1,169 million).

Loan capital of face value of HK$4,664 million (USD600 million) and carrying
amount of HK$4,660 million represents floating rate step-up subordinated notes
qualifying as tier 2 capital which were issued on 21st June, 2007 by the Bank. The
notes are listed on the Singapore Stock Exchange and will mature on 22nd June,
2017. The fair value as of 31st December, 2010 was HK$4,560 million (USD587
million) (2009: HK$4,211 million) (USD543 million).

Hybrid Tier 1 capital instruments comprising step-up subordinated notes
("Notes"”) of face value HK$3,887 million (USD500 million) and carrying amount
of HK$4,313 million and HK$3,887 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 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.

Loan capital of face value of HK$4,664 million (USD600 million) and carrying
amount of HK$4,485 million represents 6.125% subordinated notes qualifying as
tier 2 capital which were issued on 16th July, 2010 (USD450 million) and on 23rd
July, 2010 (USD150 million) by the Bank. The notes are listed on the Singapore
Stock Exchange and will mature on 16th July, 2020. Hedge ineffectiveness of
HK$5 million in 2010 was recorded under fair value hedge accounting.

On 22nd July, 2010, the Bank repurchased US$74.69 million face value of the
5.625% subordinated notes qualifying as tier 2 capital, which was issued on 13th
December, 2005 by the Bank (“2015 Notes”). On 14th December, 2010, the Bank
redeemed all the remaining 2015 Notes with face value of US$475.31 million.
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R2010F12A31H - AEEZBBEZENR
MAFEEENSRABEZREELELD
FIHAA A S5 T KB ¥ 61,000,0007T (2009
£ : #¥303,000,0007T) © MATTIREBE
HUARBATEBIIENERAGEZREE
Lt & £ 5 H A /& 28R A% 365,000,000
JL(2009%F : L AHEIHIE M SR NS
264,000,0007T) ° ERF AT EBEZHNE
B NEBRASERANTIZEERBRE
B =% 5 5l BB % 651,000,000 7T (2009
4+ B#618,000,0007T) k% # 966,000,000
JC(20094F : ##689,000,0007T) ° FEHE
201012 A31 B IE FEAREE R AITH &
£ %9 B &7%5%33,000,0007T (20094 :
#1,240,000,000 7t ) & 7% # 277,000,000 7T
(20094 : ##1,169,000,0007T) °

= [ B 78 ¥ 4,664,000,000 7T ( 600,000,000
E70) M EREE %5 #4,660,000,000 T HItE &
EA - RIEAARITR200746 821 HETT
W ER_REARNZEETHEERIE - %
ZERFTNERZET L™ - WHER2017F
6228 EIH - R2010F12 A31 B AT
& {& 578 ¥ 4,560,000,000 7T ( 587,000,000
% 7t ) (2009 F : 7 ¥ 4,211,000,000 7T )
(543,000,00037T) °

BRE—REATABRESHARITETE
& 7 # 3,887,000,000 Jt ( 500,000,000 3
JT) MR (A #54,313,000,0007T 2 2 E 1%
EER(RE]) RART—2EHRB AR
Innovate Holdings Limited BT %% 17 BF M 18 78
% 3,887,000,0007T (500,000,000% 7T ) 3£ &
FEEERD ([Innovate@EM 15 1) » 377 H
H3/A2009F 11 A5H - ZZBZEEFEA
FB85% * W5 2059F 11 A5HEIH -
Innovate & 5t A% 19 =& 18 78 3 1+ A% B, 1 £ 51 2
B % o %2 Rinnovatef® % i 10 — A #T
MEZ G ETMRAEMEEEARS B
A—RERTABHIEANTRASEN
—HER - HERAKRET - BEREHIEHER
Innovatef& 5o AR 1D Bt 4R AL SR -

= [ B 78 ¥ 4,664,000,000 7T ( 600,000,000
% T ) & R E & 7% 15 4,485,000,000 7T &) f&
BEX - RIEHANITR2010F7 816 B 31T
(450,000,000 7T ) & 7201047 A 23 H &
77(150,000,000% 7T ) F £.6.125% * W T E
BZMEANBERE - ZEBERIINE R
SHr T AR 20207 A16 AR - &£
2010%F - AfRAR T EEEDEEMEES
BT R 3B 1) 7F BB A7 #55,000,00077T ©

7201067228  A1TEIEHAZAT742005
12 A 13 A 17 E E 874,690,000 T F
B5.625% ' Wil E A _MEANBERE
(2015 24 ) - K20105F 128148 + &
TEBA A& T ZEE475,310,0003 T H
20155 2K »
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The Bank has adopted Staff Share Option Schemes whereby the Board of the
Bank may at its discretion grant to any employees, including Executive Directors
and Chief Executive, of the Group options to subscribe for shares of the Bank. The
options may be exercised during the period beginning on the first anniversary of
the Date of Grant and ending on the fifth anniversary of the Date of Grant. All

options were granted for nil consideration.

(a) Particulars of share options

7

(a) RBREFE

RITFRMEEERBABI—RATES SR
BERLRRETAEEZEAER - 85
MITEERITHAE - URBATRG - R
BRERITEMRAR T ANE 1 AFRGER
FTRMNESASFLL - ARBEREGATH

£
= TA

(b) The number and weighted average exercise prices of share options

Date of grant Vesting period Exercise period Exercise price per share
BITAHY BRH 1T6E8 BRITEE

HKS E¥ T
03/5/2005 03/5/2005 - 02/5/2006 03/5/2006 — 03/5/2010 20.86
03/5/2006 03/5/2006 — 02/5/2007 03/5/2007 — 03/5/2011 30.04
10/5/2007 10/5/2007 — 09/5/2008 10/5/2008 — 10/5/2012 42.84
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

(b) EfTERRENHE RINEFIIT

are as follows: FEENT :
2010 2009
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
InfEFI91TEE RREHE IEFHITERE RARIERE
HKS$ Ei# T Mn BE HK$ #F#7T Mn B8
Outstanding at the beginning
of the year EY R 29.55 22 30.53 22
Exercised during the year FEARNITE 21.12 (7) 20.86 (2)
Granted during the year FERNKT 28.49 6 21.25 6
Lapsed during the year FEAKHK 38.27 - 25.67 (4)
Outstanding at the end
of the year FRER 31.81 21 29.55 22
Exercisable at the end
of the year FRA AT 33.16 15 33.04 16

The weighted average share price at the date of exercise for shares options

exercised during the year was HK$30.19 (2009: HK$23.60).

The options outstanding at 31st December, 2010 had an exercise price from
HK$21.25 to HK$42.84 (2009: from HK$20.86 to HK$42.84) and a weighted

average remaining contractual life of 2.82 years (2009: 2.63 years).

FEARITERREE AR NETERER
75 #30.197T(20094F : E#23.607T) ©

20106128318 + MARTTERRIERNTTHE
BEREHE21.25 TR B %42.847T (20094 -
FRB#20.86 TR K42.847T) » REIBAH
FHZ INAEF 9B A2.824F (20094 : 2.63
F) o
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(c) Fair value of share options and assumptions (c) RRIENAFEERRER
The fair value of services received in return for share options granted is measured EERBUBRMZRENDALEERE TR
by reference to the fair value of share options granted. The estimate of the fair BRENATLEBENS - FFRREZHEA
value of the share options granted is measured based on a trinomial lattice model. TEEE-BEIADECEER - ZREDNS

The contractual life of the option is used as an input into this model.

DFEHRZEBEANBAZE

2010 2009
Fair value at measurement date REtE BN A TEE HKS$8% 2.7157T HK$E® 9.667T
Share price A& HK$&%28.257T HK$7&#21.257T
Exercise price 1TEE HK$#&%28.497T HK$#21.257T
Expected volatility (expressed as weighted
average volatility used in the modelling TEEORIE (A=IEX B EER R
under trinomial lattice model) NER B B DN E SR 1) 15.07% 59.96%
Option life AR EEHA 5 yearsf 5 yearstF
Expected dividends TERTAR B 3.64% 2.35%
Risk-free interest rate (based on Exchange
Fund Notes) EEE AR (RBEINEESFRR) 1.49% 1.64%

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.

A I R IR i 2 18 (AR 0P
MBEMH)  BRERARAENANY
B IR RO 28 - it REBBE
RS - IRBABRNEDAREAYED
FEEHE -

RERENR T AT A RIS o ZRB 5T
WARRAHERR T AESRBH R FE
B - BT RIREETSERILEEERE

2010 2009
No. of shares Nominal value  No. of shares Nominal value
ROEE HE ] Eff
million B& million B&
Authorised: EERA
Ordinary shares of HK$2.50 each TRERERAEE2.50T 4,000  HKS##10,000,000,0007C 2,600 HK$/%%6,500,000,0007T
Substitute preference shares of BRELR
US$1,000 each FM&1,000% 7T 0.5 US$500,000,000% 7T 0.5 US$500,000,000% 5
HKS Mn BEEET HKS Mn BEEHET
Issued and fully paid: BETRARRA
At st January MA1A 1,849 4,623 1,673 4,183
Shares issued under Staff Share Option BiEE S AR BT T
Schemes MR 7 17 2 5
Subscription for new shares BTHR 167 418 - -
Capitalisation issue BRI ET - - 167 418
Shares issued in lieu of dividends MRRE S BATHRG 19 47 7 17
At 31st December BM2A318 2,042 5,105 1,849 4,623

RIBO N EBRBAERBI([F1E1]) - R
IR T A 18R B ARBBAITH T BARAR
7 o RBEETTEERBERONIETENR
FEERR - RIEFERTORBRETR
BRTANE1RAFERTHNESAFHRER
T8

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. The options granted under the Schemes will be exercisable between
the first and the fifth anniversaries of the date of grant.
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(a) Shares issued under Staff Share Option Scheme

During the year, options were exercised to subscribe for 7 million ordinary shares
in the Bank at a consideration of HK$147 million of which HK$17 million was
credited to share capital and the balance of HK$130 million was credited to the
share premium account (Note 38). HK$27 million has been transferred from the
capital reserve to the share premium account in accordance with policy set out in

Note 2(q)(iv).

(b) Terms of unexpired and unexercised share options at balance sheet

(a) RIBEERRETT B BITHRG
FER  BITERREUARBEARTEBR
7,000,000% 2 X {8 /7 # 147,000.000 7T -
H A #17,000,0007CFARAE - sREUE
130,000,000 7L 77 A R& 17 33 B (B 5E38) - 1R
B 2)VFTE - ERERREEHEERBE
27,000,0007CE M7 B A

(b) RAESE B 15 R H W RATEA R RAE

date IR
2010 2009
Date of options granted Option price No. of shares No. of shares
RIRER T HH REEE RHEE iahE 2G|
03/5/2005 HK$&%20.867T - 4,737,000
03/5/2006 HK$E%30.047T 2,420,000 2,695,000
10/5/2007 HK$B% 42 .847T 2,585,000 2,750,000
05/5/2008 HK$/&%40.097TC 5,170,000 5,500,000
05/5/2009 HK$##21.257C 4,480,000 6,600,000
06/7/2010 HK$5%28.497T 5,950,000 -
20,605,000 22,282,000
2010
The Group £ The Bank $B1T
HK$ Mn B EHET HKS Mn B¥EERT
(@) Share premium (a) RxfpyaE
At 1st January R1A1H 4,526 4,526
Net premium on shares issued under RIEE SRR EIETHY
Staff Share Option Schemes A% Vs (B F 58 130 130
Transfer of the fair value of options from B8 & AN (T 3172 ) 89
capital reserve — share options issued RRE 2 NFEE 27 27
Shares issued in lieu of dividends LARR B THIAR (D (47) (47)
Subscription of new shares REEFTIR 4,695 4,695
As 31st December M®12H31H 9,331 9,331
(b) General reserve (b) —MeffE
At 1st January ®1A1H 14,866 14,552
Transfer from retained profits B Ba B ERA| 30 -
Shares issued in lieu of dividends ARR B A THIAR 1 557 557
At 31st December ®12A31H 15,453 15,109
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2010
The Group £8 The Bank $£1T
HK$ Mn B HET HKS Mn B¥EET

(c) Revaluation reserve on bank premises  (c) fTiFEfhfERE

At 1st January ®1A818
— As previously reported - WNRTHRE 928 895
— Adjustment arising from changes in
accounting policies - BEstBUoREE 5| SR 54 54
— As restated - &7 982 949
Recognition of deferred tax liabilities
(Note 33(b)) RIRETRIBE & (Wit 33(b) (2) (2)
Revaluation surplus on bank premises TH SRR B Y P E )
transferred to investment properties BHAE% 40 18
Exchange adjustments PE SR 3 -
At 31st December ®12A318 1,023 965
(d) Statutory reserves (d) YETE R
At 1st January M1A1H 1,501 7
Transfer from retained profits =R el 439 -
Exchange adjustments ME 3 B 50 -
At 31st December MW12A31H 1,990 7
(e) Capital reserve (e) BAEE
At 1st January and 31st December M A1TERI12A31H 86 -
(f) Exchange revaluation reserve (f) EREHRFEE
At 1st January M1 A1H 1,169 55
Exchange adjustments PEE 54, 5= 769 41
At 31st December M®12H31H 1,938 96

(g) Capital reserve — staff share options (9) EARfEE—DE1TEERRE

issued
At 1st January M1A1H 170 170
Transfer of the fair value of options to

share premium RN EERARMDEE (27) (27)
Forfeited options transfer to retained

profits BARMH RIS AR TR (7) (7)
Additions N 29 29

At 31st December M®12A31H 165 165
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2010
The Group £ The Bank $R1T
HK$ Mn ¥ BB HKS Mn B¥EET
(h) Investment revaluation reserve (h) BEEGHFE
At 1st January ®W1A18 286 178
Changes in fair value of securities BHO AT EEES 91 89
Reversal upon disposal (Note 12) R SRR (fa212) (200) (127)
Recognition of deferred tax liabilities
(Note 33(b)) HREEN AR E(H33b) 57 1
Impairment loss and amortisation DEREEEENSE 515 24 -
At 31st December M12A31H 258 141
(i) Other reserves (i) HihiE
At 1st January ®1A1R 17 -
Share of changes in equity of associates FE(REEE N AR 36 -
At 31st December ®12A31H8 53 -
() Retained profits () BFaH
At 1st January M1ATH
— As previously reported - MRETERE 6,993 3,186
— Adjustment arising from changes in
accounting policies - AEstBUREE 5| SR 158 146
— As restated - &R 7,151 3,332
Net profit for the year FENRA 4,224 1,953
Transfer to general reserve BA—MEE (30) -
Transfer to statutory reserve BAETERHEE (439) -
Forfeited options transfer to retained
profits EESEE S IT UNEYES 7 7
Dividends (Note 15) BB (HraE15)
— Interim dividend - REARR S (772) (772)
— Final dividend in respect of previous
year - FEERERE (970) (970)
- B&—#R¥&7500,000,000
— Hybrid Tier 1 USD 500M o (330) -
At 31st December M12A31H 8,841 3,550
(k) Total reserves (k) FEEsezE 39,138 29,364
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2009
The Group £ H The Bank 1T
HK$ Mn BB EEL HKS Mn BB AET

(@) Share premium

@ BinfE

At 1st January ®1A18 4,922 4,922
Net premium on shares issued under RIEE 8RR EIE1THY
Staff Share Option Schemes BEAD R (B FRE 36 36
Transfer of the fair value of options from BB B A (BB TR
capital reserve — share options issued R A FEE 3 3
Shares issued in lieu of dividends LARRAR BB THIAR D (17) (17)
Capitalisation issue BEARbET (418) (418)
As 31st December M12A31H 4,526 4,526
(b) General reserve —RR IS
At 1st January M1ATH 14,634 14,369
Transfer from retained profits =R el 49 -
Shares issued in lieu of dividends PARR R BB THIAR D 177 177
Realised surplus on disposals transferred BEVESHREENEEREE
from property revaluation reserve MR 6 6
At 31st December ®12A31H8 14,866 14,552
(c) Revaluation reserve on bank premises T EE R
At 1st January M1ATH
— As previously reported B O)TEES 863 899
— Adjustment due to changes in
accounting policies - BgstBURE & 5| A AR 65 65
— As restated - B 928 964
Recognition of net deferred tax liabilities RIELE BB BT (M E330))
(Note 33(b)) (as restated) (ER) (37) 9
Revaluation surplus on bank premises TTHEEE (RIS B M EEFTEE £ Y
transferred to investment properties EHARK 97 -
Realised surplus on disposals transferred
to general reserve EER L EMERRBA—REE (6) (6)
At 31st December ®12H318 982 949
(d) Statutory reserves SETE R
At 1st January W1A1H 1,216 =
Transfer from retained profits e B Fnfl 285 7
At 31st December M12A31H 1,501 7




210

The Bank of East Asia, Limited | Annual Report 2010

2009
The Group %£E The Bank 847
HK$ Mn B EET HKS Mn B8 HET

(e) Capital reserve () BAfEE
At 1st January and 31st December R1A1BR12A31H 86 -
(f) Exchange revaluation reserve (f) EHREGHFEE
At 1st January M1A18 1,006 48
Exchange adjustments b AR 163 7
At 31st December ®12A31H 1,169 55
(g) Capital reserve — staff share options (9) BEAfEHE—DEITIESRIRE
issued
At 1st January R1A1H 125 125
Transfer of the fair value of options to
share premium RIEAFEERARMNDGE (3) 3)
Forfeited options transfer to retained
profits BRI A BT (23) (23)
Additions 10 71 71
At 31st December M®12H31H 170 170
(h) Investment revaluation reserve (h) BEEGHFE
At 1st January ®1A1H (228) (45)
Changes in fair value of securities BHO A FEEES 575 267
Reversal upon disposal (Note 12) R SRR (fa212) (29) 5
Recognition of deferred tax liabilities
(Note 33(b)) RIEIET R B E(HE330b)) (43) (49)
Impairment loss and amortisation VEREEEENSE 515 1 -
At 31st December ®12A31H 286 178
(i) Other reserves (i) EfbfFEE
At 1st January ®1A1H - =
Share of changes in equity of associates FEAGEE 2N A e Ay 17 -
At 31st December ®12A31H 17 -
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2009
The Group && The Bank 87T
HKS Mn BB EEIIT  HKS Mn B EET
() Retained profits () BEaH
At 1st January K1A1H
— As previously reported - MnATRE 5,339 2,724
— Adjustment arising from changes in
accounting policies - Bt BORE & 5| A F % 119 112
— As restated - &7 5,458 2,836
Net profit for the year FENEA
— As previously reported — WRTHRES 2,565 995
— Adjustment arising from changes in
accounting policies - A BUoReEE 5| Bm A% 39 34
— As restated -5 2,604 1,029
Transfer to general reserve BA—MEE (49) -
Transfer to statutory reserve BAEERE (285) )
Forfeited options transfer to retained
profits BRMH RIS AR R 23 23
Dividends (Note 15) IRE(H1iE15)
— Interim dividend - FHIRE (516) (516)
— Final dividend in respect of previous
year - FFERARRE (33) (33)
- B&—##&7:500,000,000
— Hybrid Tier 1 USD 500M e (51) -
At 31st December MW12A31H 7,151 3,332
(k) Total reserves (k) FEEseze 30,754 23,769

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

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

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 supplement the paid-up capital until the sum of
paid-up capital and the statutory reserves is equal to the registered capital for a
branch, subsidiary and certain associates.

B HERENEARIEB(ARIENNE
ABBIKFTIE °

—MREFERRY - BFEKBRFEN - HE
MERNEERE[HBARARKBETH
Bin{EE

Tt R E R ShHENELREESREE
EFTHERSNE T E PR R A &R TR o

AERBERBEFSERBAEZERERA
REAERENAER—RD1T - —KHBEA
Al THEE R R LM AR AR o
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Capital reserve represents the capitalisation of subsidiaries’ 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).

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 reserve represents share of changes in equity of associates of investment
revaluation reserve and revaluation reserve of bank premises.

A regulatory reserve is maintained to satisfy the provisions of the Hong Kong
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
Hong Kong Monetary Authority. As at 31st December, 2010, HK$2,306 million
(2009: HK$1,857 million) was included in the retained profits in this respect which
was distributable to equity holders of the Group subject to consultation with the
Hong Kong Monetary Authority.

At 31st December, 2010, the aggregate amount of reserves available for
distribution to equity holders of the Bank was HK$15,536 million (2009 (restated):
HK$15,689 million). After the balance sheet date the directors proposed a final
dividend of HK$0.56 per ordinary share (2009: HK$0.48 per share), amounting to
HK$1,144 million (2009: HK$968 million). The dividend has not been recognised as
a liability at the balance sheet date.

EAFEENEARRENER T -

EARFE(ERTEERRE) BEREER
A B R 2(a)v) FTEUA R R BB RS
MEFBRERRTATRR ZBRSEF
RTERBEHE WA TEE -

REELRFREREFEIHNEESFEER
HFRE RN R AP EEZSFE A
BB IR VR AT R E RERURMIRE2() (k) ©

R EEEEEE A NRE 2 RAER
R BT RS -

BHAEBBUGRTEN)EBEBEEENR
T ANTRERERET RIS BBEERR
BERANAEETREBRGE - KFEH
EHECHMEERE  RENEHEERET
BEaAAEE - R2010F12A318 &
Tm MR e s A R B AR % T AR E
fi% 52 7% % 2,306,000,000 7T (2009 & : %
1,857,000,0007T) * BRER BB ANEH S
MERR -

2010612 A318 » ARE FAITRED
ik 185 4858 5 5 % 15,536,000,000 7T ( 2009 5
(E=%R) : %% 15,689,000,0007T) ° FE#EE
HEEEHRKAHEEREBREK0.56
gL (20094 : #B¥0487T)  BEEBE
1,144,000,0007T (20094 : 7&#968,000,000
TT) o NEE B ARERZREARELE -

2010 2009

HKS$ Mn BEHET HKS Mn BEEET

At 1st January ®1A18 4,358 339
— sale of interests in businesses to
non-controlling interests investors - HERMFEER TIHERIEES 4 132
— purchase of interests in businesses from
non-controlling interests investors N CE = e UNSEL 3 - (10)
— Hybrid Tier 1 note issue - BITRE—REATE - 3,877
— final dividend in respect of previous year -BLEFERARE (56) (55)
— exchange adjustments - [EH AR 15 2
Profit for the year FREANE 79 73
At 31st December ®W12A31H 4,400 4,358




This section presents information on the Group’s management of principal risks.

The Group has in place a risk management system to identify, measure, monitor
and control the various types of risk that the Group faces and, where appropriate,
to set strategy and allocate capital against those risks. The risk management
policies covering credit risk, market risk, operational risk, liquidity risk, interest
rate risk, strategic risk, legal risk and reputation risk of the Group are reviewed
regularly by the Management and specialised risk management committees,
and recommendations are made by the Risk Management Committee, which
comprises the Group’s Chairman and Chief Executive, Senior Advisors, Deputy
Chief Executives and the Group Chief Risk Officer, for the approval of the Board
of Directors. There is an independent centralised risk management unit, Risk
Management Division, responsible for monitoring the activities relating to these
principal risks. The internal auditors also perform regular audits on business units
to check compliance with policies and procedures.

(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 loan
and advances, issuer risks from the securities business and counterparty risks from
trading activities.

The Board of Directors has delegated authority to the Credit Committee to oversee
management of the Group's credit risk, independent of the business units. The
Credit Committee reports to the Board of Directors via the Risk Management
Committee, which deals with all risk management related issues of the Group.
Credit risk control limits are set at different levels and dimensions. The Board of
Directors approves the core control limits and delegates the Credit Committee
to approve the detailed control limits. Risk, return and market situations are
considered in the limits setting. Active limit monitoring process is undertaken.

The Credit Committee is responsible for all credit risk related issues of the Group.
The Group identifies and manages credit risk through defining target market
segment, formulation of credit policies, credit approval process and monitoring of
asset quality.

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 and control credit risk. In this connection, guidelines for
management of credit risk have been laid down in the Group’s Credit 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 the market change, statutory requirement and best practice risk management
processes. Credit Risk Management Department under Risk Management Division
of the Group is responsible for monitoring activities relating to credit risk.
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K OYHEEEMNEHREAEZESEHR
o YHREBREEZEERHER  KEE
BReltk ZZEEMAKETFERITR
BE - REER - BTHERMEERRA
B - ARBERE —EBIMTRERE
BEG(RREER)  FAREETEZRB
BHEED - AEEZE TS HEBHPIE
HETER  MERZEHREREFFNE
e e

(a) FERMRERE

CERARRRES XX HHFREBTLE
& AREAEEERFORSHEERS -
BEEBNBABERARARSEDNRHY
FAR -

RERASEMNEERRER  EFEER
REEZEGHTUHREE  MERRARERE
TPBIRAAXLHMN - ERZESKAR
ERZEERNEZCER AREEZES
ERREAKEMEEAREEABNE
B EERBREGRERETEERME
B EFSFRROEIRE - YRESE
ZESEMABITHIRE EXREKEE
BRER - EmETISER - I BRAEER
HERER -

EFEZESRAREMAEAKERGERR
BHNER - ARERANE R EERRA
7E - BREREREMSOR - SIEFER
RMEEEHET  UREEEERE -

AEBEEF G RERFF HR S E F A
FERRE - BATRELHRZH TR
RRREEERRE - AMFINTKE DA
RERENT RAEBNEIEERAR -

AEECHRIZRBRRIERSF © ARG - &
&  ERRBEHAEEAAZNEERR -
FEhmE  ARBEERERERREIEZESIF
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(a) Credit risk management (continued)
The Group's credit risk management for the major types of credit risk is depicted as
follows:

@

(ii)

(iii

(iv

=

=

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 Specialized 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 being 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 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.

(a) GERBRERE @)
AEER TS EEEAERRBTEER

REIP

)

(ii)

(iii)

EERRITEERR
REBEHFIZEBERRIER © UFFE
BEXHHFAXGNEEEERR -
NERERZEBRZESR - HbER
RIOTEPME » AREESSIEERRA
BERZHEFHOAMIARRS - EEDH
EALHEANEEREMEEENR
A - REREESETNEERR -
AEBERERNTTERTREERAM
ERABERERARAERE - XEH
MEBERMIZRF - BRIEBREROR
BMEEFR - REFETEE R
AL o

REBFFETZEARBRNEED M
B BABRDEERRERTER
PISEENZZETF - TEXERDRR
HE o X5 A A NEERRNERRE
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FEFRAEEINEERR  AaR
TFMEARER o



(v)

(vi)

Concentrations 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 portfolio of financial instruments 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.

Maximum exposure

The maximum exposure to credit risk at the balance sheet date 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:

The Group £

2010
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EEETHER
EEETHRBRRRR ZEFERZE
i - RESTEERNTE  MKF

ERENEEEERRAEHAEENE
BERARZHEER - AREMPHET
ENpMEETRME - TTEMER °

AEE-ERAEE N RRZEHIEE -
BIast N RITEMERAES ETERE -
IABEHEEE S AR ©

R=EE

WNER B ARG EEERRREME
ERANERSEERR - BiEE—HE
ﬂ%&ﬁﬁfﬁ/ﬁﬁé’]imiﬁé&ﬁﬂ%ﬁﬁ
MRNIREE - HReRBHEMNT

The Bank $17
2010 2009
HKS Mn B EET HKS Mn B EET

Cash and balances with banks,

B RERT - BRBIH

central banks and other

finandial institutions Hitr o mgEn &7 47,080 28,611 17,109 11,821
Placements with banks, central

banks and other financial TESRTT  mARBIMEMESR

institutions BENTR 58,197 67,945 39,974 61,894
Trade bills EUES 18,548 1,847 4,166 861
Trading assets RHRBEE 4,149 4,092 2,501 1,749
Financial assets designated at fair ~ $57 A& BRI R M

value through profit or loss ATEENSRHEE 15,989 10,043 15,989 10,035
Loans and advances to customers  RFEEH 295,943 246,309 184,333 142,197
Available-for-sale financial assets ~ AJftHESRE E 38,167 28,996 19,960 17,949
Held-to-maturity investments BRI E 5,714 7,239 3,766 4,802
Other assets HiEE 23,166 14,369 5,891 5,491
Financial guarantees and other

credit related contingent BRERRAMEEERBN

liabilities SABE 12,131 9,965 7,829 7,616
Loan commitments and

other credit related EXFEEREMEEEERN

commitments A 105,747 77,273 62,590 59,169

624,831 496,689 364,108 323,584
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(a) Credit risk management (continued)
(vii) Credit quality of loans and advances
Loans and advances to banks are only made to banks with good credit
standing. At 31st December, 2010 and 2009, no loans and advances to bank
are impaired. The credit quality of loans and advances to customers can be
analysed as follows:

The Group £

2010

(a) EERBREE (&)
(vi) B RSB RNEEE R
BOERRBRAURRTEEEEER
ZIR1T o ’R2010%F 2009412 A318 -

EEREREBERITERLRRENR - BEFEXK
EBROEEEZSTAT -
The Bank 17
2009 2010 2009

HKS Mn B¥EET HKSMn /BB EETL HKSMn B¥EET HKS Mn BEEET

Gross loans and advances

to customers BEERRBSGE
- neither past due nor impaired - EBHRFE 295,383 245,149 183,877 141,219
- past due but not impaired - BRHBEXERE 69 57 68 44
— impaired -ERfE 1,592 2,448 1,268 2,111
297,044 247,654 185,213 143,374
Of which: Hep
The Group &8 The Bank 81T
2010 2009 2010 2009
HKS Mn B EET HKS Mn BEEET HKSMn BEEERT HKS Mn BBEET
Gross loans and advances
to customers that are neither — EBEIRFENETFEH
past due nor impaired RaEE
— Pass -A1 293,456 242,617 182,251 139,187
- Special mention -FBEBE 1,927 2,532 1,626 2,032
295,383 245,149 183,877 141,219

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 58

2010

AEERBRAEERTEECREED
B

NERDBRGUDEER °
ERMERAEREZEFERRERD
FEDHTIT -
The Bank 17
2009 2010 2009

HKS Mn B¥EET HKS Mn BB EETL HKSMn B¥EERT HKS Mn BEEETL

Gross loans and advances to

customers that are pastdue  ARHIERERENTEER
but not impaired bt
~ Overdue 3 months or less -BE3EANUT 69

57 68 44

Loans and advances that would be past due or impaired had the terms not
been renegotiated amounted to HK$443 million as at 31st December, 2010
(2009: HK$489 million).

M2010612A318 - RN KR ERTIERK
A e RN EER KBRS
%8 575 #443,000,0007T (20094 : B
489,000,0007T) °



(viii) 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 lending risk and risk gradings are applied to the
counterparties with individual counterparty limits set.

At the balance sheet date, the credit quality of investment in debt securities
analysed by designation of external credit assessment institution, Moody's
Investor Services, or equivalent, is as follow:

The Group £

2010
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2009
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HERRBREREENEREER
BEoRFGNEERBERTE  BAK
EERHEMCREENTE-BRARR
AEEAR R ERNEFRENETF -

NEER - ZRINBEEFREE 2
WIRERY - AR ERAOFT R -
g2 BB EFRANEEEROM
W

The Bank $17
2010 2009
HK$ Mn BB EET HKSMn BEEET

Aaa Aaa 6,277 7,362 5,991 7,005
Aal to Aa3 Aal £ Aa3 20,519 16,655 19,426 14,944
Alto A3 Al £ A3 10,664 8,413 9,180 6,966
Lower than A3 A3 AR 4,761 2,122 2,776 1,462

42,221 34,552 37,373 30,377
Unrated U 20,099 14,954 3,676 3,413
Total pak 62,320 49,506 41,049 33,790

(ix) Collateral and other credit enhancements (ix) I8 R E M AR

The Group holds collateral against loans and advances to customers in the
forms of mortgages over property, other registered securities over assets,
cash deposits and guarantees. Collateral generally is not held over loans
and advances to banks, except when securities are held as part of reverse
repurchase and securities borrowing activity. Collaterals 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. The Group entered into the ISDA Master
Agreement which contractually binds participating parties to apply close-out
netting arrangement across outstanding derivatives.

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 58

2010

2009

HK$ Mn B¥EER HKS Mn BEEET

AEBEFAUANERBLA - HthEC
BEREE  BR2TRARER - UREE
REBREIERR - RFEFERIERMED
BREFBEEHOEMRN - RITE
K- FEERR - FHEBIEFEEK
TREAEMERD  ERRIAZUE
RIE

BUA—ETFeREEFERTNEERE
EHRBERTAN - EHES  EFR
Hib R R —RBRERIERN - RE
EZFTISDAMES L) - A REMARS
BEFREE T —EERANRET
ZITHER S

BB ErERe A E 2 HiT
f REAMEREANGEF AT EERE
ZBIEEWMT ¢

The Bank $17
2010 2009
HKS Mn BB EET HKS Mn B EET

RAFEREREE AR
;EMEREANATEE

Fair value of collateral and other
credit enhancements held

against financial assets thatare: 70T :

- neither past due nor impaired - E@H LR(E 221,122 192,357 130,213 106,004

— past due but not impaired - BRHERERE 60 57 59 42
221,182 192,414 130,272 106,046
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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 statement of financial position or structural positions. The objective of market
risk management is to reduce the Group’s exposure to the volatility inherent in
financial instruments.

The Board of Directors reviews and approves policies for the management of
market risks. The Board has delegated the responsibility for ongoing market risk
management to the Asset and Liability Management Committee. The Asset and
Liability Management Committee reports to the Board of Directors via the Risk
Management Committee.

The Asset and Liability Management Committee deals with all market risk and
liquidity risk related issues of the Group. It is also responsible for deciding the
future business strategy with respect to interest rates based on internal forecast.

The use of derivatives for proprietary trading and their sale 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 risk to manage are:

(i) Currency risk
The Group's foreign currency positions arise from foreign exchange dealing,
commercial banking operations and structural foreign currency exposures. All
foreign currency positions are managed within limits approved by the Board.

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.
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The following table indicates the concentration of currency risk at the balance
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TRETRGEEREERRETNER

sheet date:
The Group £
2010 2009
Other Other
foreign foreign
usb CNY  currencies Total usD CNY  currencies Total
EST ARE  Rfse ag S ARE  Ef #E
HKSMn ~ HKSMn  HKSMn  HKSMn HKS Mn HKS Mn HKS Mn HKS Mn
EMEER AWEER EMEET RWREER A¥RET  BMEET  AWAET  RMEERL
Assets -3
Cash and balances with banks andother ~~ BERESAZ L REE
financil nstitutions e 2,258 40961 1871 45,090 241 17427 1453 21,121
Placements with banks and other financial
insftutions ERTRAL SRR 8,656 11,428 17,786 37870 1483 4,169 24,609 3,610
Trade bills U 5,802 12,695 37 18,534 1,782 8 4 1,834
Trading assets REBRAE 1,191 1615 301 3,107 836 2327 312 3475
Financial assets designated at fair value REABBREARY
through profit or loss ATEENSRAE 11,645 - 172 13367 6,709 = 908 1617
Advances to customers and other accounts — BPEFREMER 54,274 104,025 19,061 177,360 44,193 83,346 19,252 146,791
Available-for-sale finandial assets MEHESREE 7318 16,625 6,671 30,614 73 9,650 5233 2,207
Held-to-maturity investments BRIMRE 2,488 1 1472 39712 3,088 - 2,106 5,194
Investment in associates BENTRE 430 - 51 481 360 - - 360
Fixed assets EEdE 1m 5264 958 6,395 190 4,805 879 5,874
Goodwill and intangible assets HEREVEE 38 35 454 n 239 2 404 663
Deferred tax assets ELHREE 333 20 40 393 230 - 80 310
Spot assets RREE 94806 192,680 50424 337910 804 12175 55280 259,05
Liabilities 1
Deposits and balances of banks and HIREMEREED
other financial institutions i Rias (5974) (1,539) (2,038) (9.551) 4,715) 4,582) (1949 (11,246)
Deposits from customers LS (58,631)  (149,720) (47413 (255.764) (60,630) (97,918) (48141)  (206,689)
Trading liabiities REREAE (1,600) (508) (69) @1m (1,042) (26) (59) (1.127)
Certificates of deposit issued BETRE 1) - - @m) (1,639) - - (1,639)
Current taxation REHA (30) (102) (83) (215) 13 (58) (70) (115)
Debt securites ssued BETERES - (4709) (241) (4,950) = (4,346) . (4.3%)
Deferred tax liabilities RiEHES R (@ - @ (6) @ (82 @) (128)
Other accounts and provisions EmEARER (6,056) (15,874) (86) (22,016) 2,116) (9.333) (1,394) (13.483)
Loan capital EEER (9,145) - (3548)  (12,693) (892) - 3431 (12359
. Spotlepites  EEAR | (©4212)  (m2452)  (3480)  (totd)  (7s661) (116345 (55086)  (2510%7)
Forward purchases ZHEA 136,496 94,932 12,559 243,987 59,917 21419 11,016 98352
Forward sales RHEH (156,605) (96,540) (819%)  (261341) (57,946) (27,850) (8,726) (94522)
Net option position Hige g 154 - (10) 144 (45) - 34 ()
Net long/(short) non-structural position FaRhR/(RETE (9,361) 18,620 1,297 10,556 4,289 4976 2518 11,783
Net structural position HRitEEE 2,467 6,855 1 10,049 2432 6,605 1,012 10,049
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(b) Market risk management (continued) (b) TiHEBEE®)

(i) Currency risk (continued) (i) BEER(E)
The Bank $RAT
2010 2009
Other Other
foreign foreign
Usb CNY  currencies Total Usb CNY currencies Total
ES ARE  Hfpe a5 eI ARE  Hfpyh &%
HKSMn  HKSMn  HKSMn  HKSMn HKS Mn HKS Mn HKS Mn HKS Mn
AEEER AMEET AMEER AWEER  BMEEn  ANEEr  ANEEn  AMEEn
Assets BE
Cashand balances with banksand other B RERTNAMAREE
financial institutions MER 1,145 12,310 1,501 14,956 1,220 1,946 1,055 4221
Placements with banks and other financial
institutions ERTREMEREENTR 3,532 - 17,320 20,852 13,504 - 24,506 38,010
Trade bills 8558 4017 120 15 4152 838 - 10 343
Trading assets RHREEE 1,155 1 301 1457 819 1 311 1,131
Financial assets designated at fair value REABBRENRY
through profit or loss ATEENSREAE 11,645 - 1122 13,367 6,701 - 908 7,609
Advances to customers and other accounts  RPEF R EfEA 31,869 150 18,989 51,008 19,052 2 15,385 34,458
Avallable-for-sale finandial assets HHESHER 4,939 1363 6,326 12,628 5,638 135 4991 10,764
Amounts due from subsidiaries N 0311 4,028 m 26,526 7,525 730 695 8,950
Held-to-maturity investments REIHRE 1334 - 1473 2,807 1,788 - 1,985 3713
Investment in subsidiaries and associates KB ARAELATHRE 2,067 - 60 2127 2075 = 361 2436
Fired assets ErdE 5 - 867 81 7 - 807 814
Deferred tax assets BLHRAE 168 - 40 208 91 - 77 168
Spot assets REEE 84,203 17972 48,785 150,960 59,258 2,833 51,091 113,182
Liabilities £f
Deposits and balances of banks and RTREMEREREN
other financial institutions TRt (1113) - (1.731) (2,844) (1,227) - (1,654) (2,881)
Deposits from customers RERN (42,395) (14,073) (46,708)  (103,176) (42,215) (2,614) (45,959) (90,788)
Trading liabilties RHREAR (1438) - (69) (1,507) (861) - (40) (%07)
Certficates of depost issued BETENE @m) - - @m) (1,639) - - (1639)
Amounts due to subsidiaries RHBARZE (352) - o) (361) (543) - (26) (569)
Current taxation AEHE (54) - (37) (91) 2 - (39) 33)
Debt securites ssued BETREES - - (241) (241) = = - -
Deferred tax liabilities ELREARE - - ) 1) - - - _
Other accounts and provisions HEREREE (2,368) (3,829) - (6,197) (455) 6) (1.248) (1,709)
Loan capitel [EEER (13,458) - (3568)  (17008) (12,84 - (3431 (16279
,,,,,,,, Spotlebites  FERE (B0 (790 (2345 (34197) G978 (620 (2399 (114801)
Forward purchases BHEA 115,481 21397 11,815 148,693 72,537 161 10,725 83423
Forward sales i (136,323) (22,691) (7.783)  (166,757) (71,256) (153) (8429) (79,838)
Net option position HiEeTE 154 - (10) 144 45) - 34 )
Net long/(short) non-structural position FERIER/(RETE (435) (1,224) 502 (1,157) m 01 102 1,955
Net structural position FENEETE 2,467 6,855 n1 10,049 243 6,605 1,012 10,049




(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 of Directors. The instruments used to manage
interest rate risk include interest rate swaps and other derivatives.

(i

=

Equity risk

The Group’s equity positions arise from equity investment and dynamic
hedging of equity options in connection with the Bank’s linked deposit
business. Equity risk is managed daily by the Investment Department within the
limits approved by the Board of Directors.

Market risk control limits have been set at varying levels according to the practical
requirements of different units. The Board of Directors approves the core control
limits and has delegated the power 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 covariances
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, a one-
year historical observation period with higher weights being assigned to more
recent observations, and takes into account correlations between different markets
and rates.

Structural foreign exchange positions arising from net investments in branches and
subsidiaries are not included in the VaR for the foreign exchange trading position.

The book value of listed shares, as well as the book value of private equity funds
and unlisted equities (excluding credit-related unlisted securities) (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 Board.
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(b) Market risk management (continued)

(b) TIEEREE @)

Value-at-risk statistics EARBRBEST
2010

At 31st December Maximum Minimum Mean

#W12A318 B& B ¥

HKS$ Mn HKS$ Mn HK$ Mn HKS Mn

BEBERL BEBERL BEBEL BEEER

VaR for total trading activities R B EHNER A 37 52 33 42
VaR for foreign exchange

trading positions* HNERBFHRREREE 4 8 2 4

VaR for interest rate trading positions ~ FI& % & K AR 7 9 2 4

VaR for equity trading positions ROZ FF R N RIS 30 45 24 35

2009

At 31st December Maximum Minimum Mean

1R12A318 51 (& S

HK$ Mn HK$ Mn HK$ Mn HK$ Mn

BERET BERET BERET BERET

VaR for total trading activities RHEHNER L 45 76 43 59
VaR for foreign exchange

trading positions* SNER S5 B B R IR B 7 21 5 1

VaR for interest rate trading positions %2 515 & #)/E K 2158 3 4 1 3

VaR for equity trading positions AR S A R E R 2R 37 61 35 46

(c

~

* Including all foreign exchange positions but excluding structured foreign exchange
positions.

Operational risk management
Operational risk is the risk arising from the potential loss due to inadequate or
failed internal processes, people and systems or from external events.

The objective of operational risk management is to identify, assess and monitor
operational risk and, in particular, to comply with the relevant regulatory
requirements.

The Group has implemented a centralized risk management framework since
January 2006. The Board of Directors reviews and approves the policies for
operational risk management, and it has delegated the responsibility for ongoing
operational risk management to the Operational Risk Management Committee.
The Operational Risk Management Committee regularly reports status of
operational risk management to the Board of Directors via the Risk Management
Committee. Operational Risk Management Department under 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, business continuity planning, etc.

Furthermore, Operational Risk Management Department under 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 the Internal Audit Department.
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(d) Liquidity risk management

The purpose of liquidity management is to ensure sufficient cash flows to meet all
financial commitment 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 management of the Bank's liquidity risk is governed by the Liquidity Risk
Management Policy, endorsed by the Risk Management Committee and approved
by the Board of Directors. The Asset and Liability Management Committee
is delegated by the Board of Directors to oversee the Bank’s liquidity risk
management, set the strategy and policy for managing liquidity risk and the means
for ensuring that such strategy and policy are implemented. Liquidity risk is daily
managed by the Treasury Markets Division within the limits approved by the Board
of Directors. Asset and Liability Management Department under Risk Management
Division of the Group is responsible for monitoring the activities of the Treasury
Markets Division in compliance with the Liquidity Risk Management Manual and
Policy. The Internal Audit Department performs periodic review to make sure the
liquidity risk management functions are effectively carried out.

The Group manages liquidity risk by holding sufficient liquid assets (e.g. cash and
short term funds and securities) of appropriate quality to ensure that short term
funding requirements are covered within prudent limits. Adequate standby facilities
are maintained to provide strategic liquidity to meet unexpected and material cash
outflows in the ordinary course of business.

The Group conducts stress testing regularly to analyse liquidity risk and has
formulated a contingency plan that sets out a strategy for dealing with a liquidity
problem and the procedures for making up cash flow deficits in emergency
situations.

In addition to observing the statutory liquidity ratio, the Bank also monitors the
loan to deposit ratio and maturity mismatch between assets and liabilities to
control the Bank's liquidity risk.
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(d) Liquidity risk management (continued)

Analysis of assets and liabilities by remaining maturity:

(d) RBESRAMEE @)
BEREBEOFRHRD -

The Group &
2010
3 months 1year 5 years
or less or less or less
Repayable Within ~ butover ~ butover  butover Over  Undated
ondemand ~ fmonth  1month 3 months 1 year 5years  oroverdue Total
1BANE  3fERNL 150k Rk
RES EED B3R EE B5% SENE Bk &g
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EWAER EWAET AWAER AWEAn EWEEn EWEEn BNEEn  EMEER
Assets 8E
Cash and balances with banks and other B4 RES/THEMSBE
financial institutions gf33 28,108 10 63 40 - - 20,012 48,293
Placements with banks and other financial
insttutions ESORALEREEDER 1 09427 2,161 6,488 - - - 58,197
Trade bills B5%5 554 413 11,752 1513 - - 6 18,548
Trading assets REBEAE - - 12 %7 1,204 28 3434 5,845
Financial assets esignated at fair value RERBRARNRS
through profit or loss ATRENSHAE - - 135 1,049 11,676 3129 203 16,192
Advances to customers and other accounts  BREEFREMEE 4922 30,209 24,198 65,844 117,380 73,008 4,479 320,040
Avallable-for-sale financial assets AfHECREAR 120 1,734 5333 8,547 19,385 3,048 2612 40,779
Held-to-maturity investments BEEER 7 868 203 1,456 2,388 m - 5714
Undated assets BHRRRLAE - - - - - - 20,585 20,585
Total assets EELE 33,852 87,031 43,851 85,884 152,033 80,205 51,331 534,193
Liabilities &
Deposits and balances of banks and RRAMEREED
other finandial institutions s 1,013 2941 1429 3992 59 - 3 9,994
Deposits from customers RER 142,673 126,658 72,199 64,052 14,251 - - 419,833
~Demand deposits and curent accounts - EEERRARER 59,699 - - - - - - 59,699
- Savings deposit -RERT 82,366 - - - - - - 82,366
~Time, call and notice deposits - EHRENE 608 126,658 12199 64,052 14,251 - - 277,768
Tradingliablties RORREE - - - - - - 3101 3,101
Certficates of deposit issued BTN - - 535 874 1,776 240 - 5,586
Current taxation B - - - 618 - - - 618
Debt securities isued BEERES - - - 4,709 M - - 4,950
Loan capital EEER - - - - 8,208 4,485 - 12,693
Other liabilities AfiBE 1,674 2823 4,168 9,522 358 - 10,230 28,775
Total liabilies flEeE 145360 132,422 78,331 83,767 25,430 6,886 13354 485550
Net gap FEE (111,508) (45,391) (34,478) 2,117 126,603 73319
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (48

|

The Group

Assets -3
Cash and balances with banks andother ~~ BERESTAZ L REE

finanial institutions NER 18,156 26 8 - - - 11482 29,712
Placements with banks and other financial

institutions ESAREMERERAEN - 35006 15471 17,468 - - - 6%
Trade bils 8558 38 3 1,08 “ - - 6 1847
Trading assets RGRREE - - 126 949 1949 100 2,598 5722
Financial assets desiqnated at far value EEABREANRY

through proft or loss ATEENERAE = = 15 108 7835 2,085 349 10,392
Advances to customers and other accounts  REEFREMEE 4410 26200 14,803 50376 100,562 61317 4,093 261,803
Avaiable-for-sale financial assets MRIESHEE - 1438 3639 9,241 13012 1,666 1887 30,883
Held-to-maturity investments BRIHRE - 729 602 1306 401 591 - 7239
Undated assets BIRANEE = = . = = = 18,539 18,539
Total assets AEEE 22,604 63,773 35732 79,891 127,369 65,759 38954 434,082
Liabilities Ef
Deposits and balances of banks and RTREMSREREN

other finandial instiutions e 291 5,774 4,15 1613 2 - 3 11,88
Deposits from customers RERR 129,231 104,732 53276 4,222 11,067 - - 342,528

- Demand deposits and current accounts - EHERRARER 46,380 - - - - - - 46,380

- Savings deposit -fEE 81,711 - - - - - - 81,711

- Time, call and notice deposits - EEREAES 1140 104732 53,276 420 11,067 - - 443
Trading liabilties RERERE = = - - - - 1,455 1,455
Certficates of deposit issued BETRNE - - 29 1,119 1,004 304 = 2812
Current taxation KHHE - - - 147 - - - 147
Debt securities issued BEAERES - - - - 4346 - - 434
Loan capital EEER - - - 4281 8,078 - - 12,359
Other labiles Eft&f 590 2391 250 4940 873 - 7,710 19,026
Totalliabilities AELE 130,112 112,897 60,248 56,322 25478 304 9,198 394,559
Net gap FEE (107508 (49124 (4516) 23569 101891 65,455
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(d) Liquidity risk management (continued)

d) RBESRMREE (&)

The Bank $RAT
2010
3 months 1year 5 years
or less or less or less
Repayable Within ~ butover ~ butover  butover Over  Undated
ondemand ~ fmonth  1month 3 months 1 year 5years  oroverdue Total
1AL 3R 150k Rk
PRER  1EAR B3R EE B5F  SEKE Bk &g
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EWAER EWAET AWAER AWEAn EWEEn EWEEn BNEEn  EMEER
Assets 8E
Cash and balances with banks and other B4 RES/THEM SRR
financial institutions gf33 16,583 - - - - - 1,225 17,808
Placements with banks and other
financialinstitutions ERORADEREENEN 1 EIALL 675 2,067 - - - 39,974
Trade bills B5%5 175 1,103 2,539 344 - - 5 4,166
Trading assets REBEAE - - - 91 756 28 2,901 4,19
Financial assets designated at fair value HEARAREIRH
through profit or loss ATRENSHAE - - 135 1,049 11,676 3129 203 16,192
Advances to customers and other accounts  BREEFREMEE 3,983 24,199 13,366 29,309 B21 43,185 3,800 191,063
Avallable-for-sale financial assets AfHECREAR 120 1,44 4,018 5076 8711 791 1,202 21,162
Held-to-maturity investments HEIIER i 793 153 1373 1420 - - 3,766
Undated assets EIRAREE - - - - - - 55,262 55,262
Total assets AEE 21,009 64,450 20,386 39,509 95,784 47,353 64,598 353,589
Liabilities &
Deposits and balances of banks and FIRA S RkEN
other finandial institutions s 927 1,382 901 - - - 3 333
Deposits from customers RER 95,570 106,057 50,570 23390 1,119 - - 276,706
- Demand deposts and current accounts - EEERRARER 16,96 - - - - - - 16,79
- Savings deposit -REER 78,595 - - - - - - 78,595
~Time, call and notice deposits - THRENER 179 106,057 50,570 23,390 1,119 - - 181,315
Tradingliablities RORBEE - - - - - - 2432 243
Certficates of deposit issued BEENE - 535 874 1,776 2401 2,200 - 7,786
Current taxation ERE - - - m - _ _ 1
Debt securities isued BEERES - - - - M - - pIy
Loan capital EEER - - - - 8,208 8,798 - 17,006
Other liabilities AfiBE - 736 105 3,851 3 - 6,580 1,275
Total liabilies flEeE 9,497 108,710 52,450 29,458 11,972 10,998 9035 319,120
Net gap FEE (75,488) (44,260) (31,564) 10,051 83,812 36,355
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NOTES ON THE ACCOUNTS (CONTINUED)
AR TE B 5E (48

The Bank $RAT

Assets -3
Cash and balances with banks and ReRESNE LSRR

other finandil institutions MER 11,767 - - - - - 760 12,521
Placements with banks and other

financialinstitutions ERAREMSBEEDEN - 31,89 13313 16,686 - = = 61,894
Trade bils 8558 3% 132 528 159 - - 6 81
Trading asses ROFREE = = 1 1 802 100 2420 334
Financial assets desiqnated at far value EEABREANRY

through profitor loss ATEENEBAE = = 15 108 1807 2,08 349 10,384
Advances to customers and other accounts  RFEFREREE 4,078 19,841 739 17,595 59910 3,731 4083 148,59
Available-for-sale financial assets MEHESREE - 142 3,061 3,692 8979 79 986 18,935
Held-to-maturity investments #EHEEE - 613 563 820 2,805 1 = 4802
Undated assets ERAREE - - - - - = 35,970 35,970
Total assets AEEE 15,881 53,902 24,879 39,061 80323 38,713 44,534 297,093
Liabilities Ef
Deposits and balances of banks and FOREHSRERD

other finandial instiutions Rk m 1,300 1,557 354 - - 3 3501
Deposits from customers RERR 93,026 87,29 37,746 18,685 764 - - 31517

- Demand deposits and current accounts - EEFRRAREKP 14,860 - - - - - - 14,860

- Savings deposit - FERR 78,024 - - - - - = 78,024

~Time, call and notice deposits - EHRBAER 14 87,29 37,746 18,685 764 - - 63
Trading liabities RERERE = = - - - - 1,235 1,235
Certficates of deposit issued BETRNE - - 29 1,119 1,004 2504 = 5012
Current taxation KHHE - - - 18 - - = 18
Loan capital HEEER - - - 4,281 8,078 3916 - 16,275
Other liabiles Eftef - 686 115 3 18 - 4,665 553
Total liabilities BELE 93,303 89,282 39,713 24,4% 9,954 6,420 5933 269,101
Net gap FEE (77,422) (35,380) (14,834) 14,565 70,369 32,293

As the trading and available-for-sale portfolios may be sold before maturity or HRER S RAIHEREMAS TR E
deposits from customers may mature without being withdrawn, the contractual AT H & SR B R AT AEE B B AT B4R AR -

maturity dates do not represent expected dates of future cash flows. AHEHRWIFRRATB @ ROEN AL
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d) RBELRMREE (&)
TEERNEE B EMORCHNZ2mmE
BB B RERAANINEE 2 BEH

(d) Liquidity risk management (continued)
The following tables provide an analysis of the undiscounted cashflow projection
of the financial liabilities of the Group at the balance sheet date based on the

dates of their contractual payment obligations: #r
The Group -
2010
Between
Less than three  Between
Carrying ~ Grosscash  Repayable three monthsand ~ oneand  More than
Amount outflow ondemand months  oneyear fiveyears  fiveyears  Undated
bkaaiihe 3EA 3ERANL 1E5LE
KEE aE  HRER EDAN i B5E SENE  EBHEAS
HKSMn ~ HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
EWEEL RWEEn AWEEn RWEEn E¥AEn B%EER BMEER  EMEER
Deposits and balances of banks and RREbeREES
other financial institutions T Rttt 9,99 10,057 1,013 431 4,037 607 - 3
Deposits from customers LS 419833 4191 75 199,143 64,699 15,357 - -
~ Demand deposits and current accounts - EBEARERER 59,699 59,737 59,737 - - - - -
~ Savings deposit —RERR 82,366 82,367 82,367 - - - - -
- Time, call and notice deposits -EHRERER 271,768 279,810 611 199,143 64,699 15,357 - -
Tradingliablties RORREE 3101 3101 - - - - - 3,101
Certficates of deposit issued BEfRE 5,586 5,676 - 538 903 1834 2401 -
Current taxation REHA 618 618 - - 618 - - -
Debt securites issued BETERES 4,950 5,086 - 68 4776 ply] - -
Loan capital EEER 12,693 16,052 - 262 281 9,595 5914 -
Interest rate swaps H&eHal 6,101 6,101 - 552 1,006 3023 1,520 -
Other liabilities AfiBE 28,775 28,775 1,674 6,991 9,522 358 - 10,230
Total &% 491,651 497,380 145,402 211,931 85,842 31,016 9,835 13,354
2009
Between
Less than three Between
Camying  Grosscash  Repayable three  months and oneand  More than
Amount outflow  on demand months oneyear  fiveyears  five years Undated
Reii @A 3EAME 1EH0E
HHEE gE  HIEER AT EIE a3 SENE  EHREH
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
AYEET AWEET AMEEn  EWEEr BEAEr  A%RET AMEER BMEER
Deposits and balances of banks and RIRAMEREES
other finandial institutions FARER 11,886 12213 291 9,966 1,869 54 - 33
Deposits from customers RER 342,528 343,883 129,350 158,358 44627 11,548 - -
- Demand deposits and current accounts —EHEA LA RER 46,380 46,380 46,380 = - - - S
- Savings deposit —RERR 81,711 81,730 81730 - - - - -
~Time, call and notice deposits -ERRERER 24431 N5 1,40 158,358 44607 11,548 - =
Tradingliablities RORBERE 1455 1455 - - - - - 1455
Certficates of deposit issued BETENE 2812 285 - 314 1,136 1,100 304 -
Current taxation REHA 147 147 - - 147 - - -
Debt securites issued BENERES 4346 4,600 - 65 6 4473 = =
Loan capital BEER 12,359 13,266 - 124 4,664 8478 - -
Interest rate swaps FlEEEAH 4364 4364 - 266 863 2,206 1,029 -
Other liabilities AfiBE 19,026 19,026 590 4913 4,940 873 - 7,710
Total e 398,923 401,808 130,231 174,006 58,308 28732 1333 9,198
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AR TE B 5E (78

The Bank $RAT

Deposits and balances of banks and PRGBS REREN
other financial institutions Fakis 3233 3233 927 2283 - - - B
Deposits from customers EFEH 26706 277,066 955710 156,781 23,565 1,150 - -
- Demand deposits and current accounts - R RARER 16,796 16,79 16,796 - - - - -
~Savings deposit -HER 78,595 78,595 78,595 - - - - -
~Time, calland notice deposits - EBREAER 181315 181675 