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Report of the Directors

The Directors have pleasure in presenting their report together
with the audited accounts for the year ended 31st December,
2000.

PRINCIPAL ACTIVITIES
The Bank and its subsidiaries are engaged in commercial
banking and related financial services.

RESULTS

The profit of the Group for the year ended 31st December,
2000 is set out on page 33. Particulars of dividends which
have been paid or which are recommended are set out in Note
7 to the Accounts.

MAJOR CUSTOMERS
The Directors believe that the Group's five largest customers
accounted for less than 30.0% of the Group's total income.

CAPITAL AND RESERVES

Details of the movements in capital and reserves of the Group
and of the Bank during the year are set out in Notes 20 and 21
to the Accounts.

AupIT COMMITTEE

The Audit Committee of the Bank was formed in 1992. The
Committee meets three times a year, and its composition is
shown on page 4.

The Audit Committee is answerable to the Board and the
principal duties of the Committee include the review of the
Bank's financial reporting and internal controls.

DONATIONS
During the year the Group made donations for charitable
purposes amounting to approximately HK$444,000.
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M4 Name

DIRECTORS
The Directors of the Bank up to the date of the report are
shown on page 4.

In accordance with the Bank's Articles of Association, Messrs
Patrick Y B Fung, Simon K'Y Lee, Michael J Ranieri and Ho Soo
Ching retire by rotation and, being eligible, offer themselves
for re-election.

INDEPENDENT NON-EXECUTIVE

DIRECTORS' FEES

Each of the independent Non-executive Directors of the Bank
received HK$100,000 director's fee for the year ended 31st
December, 2000.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 31st December, 2000, save as mentioned under the section
headed "Directors' and Chief Executive's Interests”, the
Substantial Shareholder of the Bank according to the Register
of Substantial Shareholders' Interests was as follows:

P45 BX 20 Number of shares

BNY International Financing Corporation

73,800,000

(EEHAHRTEBLENELRG - A wholly owned subsidiary of The Bank of New York Company, Inc.)

BE-—BR-ANANENAZT BN 2 BEBE © BNY
International Financing Corporation * ISER3E 504 ~ IBERE A -
(REBBRAF  YKF Trustee Holding Inc. X FZEEXAR R
ARERBARITERTIRODEABA 2= TR R 28
AEGHIE - REES (RFER) KO ULZRREE
WAL AR 110,026,688 A RITI D B A

Pursuant to a shareholders' agreement dated 22nd August,
1996, BNY International Financing Corporation, Messrs Patrick
Y B Fung and Michael Y S Fung, Po Ding Company Limited, YKF
Trustee Holding Inc. and Majestic Investment Company Limited
agree to retain joint control over an aggregate of 37.5% of
the share capital of the Bank. According to the Securities
(Disclosure of Interests) Ordinance (“SDI Ordinance”), the parties
are, therefore, each deemed to be interested in 110,026,688
shares of the Bank.
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Report of the Directors

DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS

As at 31st December, 2000, the Directors' and Chief Executive's
Interests in the share capital of the Bank according to the
Register of Directors' and Chief Executive's Interests were as
follows:

FT 45 1% 20 Number of shares

% Name {EA Personal % BE Family 27 Corporate E At Other &%t Total
ISR Patrick Y B Fung 2,952,000 - - 58,923,600 (182) 61,875,600 (4)
FEEEE  Michael Y'S Fung 3,036,000 - - 58,917,600 (1&2) 61,953,600 (4)
A5 & Louis CW Ho 100,000 60,000 - 58,917,600 (182) 59,077,600 (4)
ZHE SimonKY Lee - - 193,800 (3) - 193,800
ZZ#  Ambrose H C Lau 101,500 - - - 101,500
{IF¥ Ho Soo Ching 10,000 - - - 10,000

B &E Notes:

() EFER-NNARF=ATHFERBRE-NAN=FANA
BB RBAETE KTEFROTRABREME - THES
BT R A -

(1) On 10th March, 1994, the Board approved the granting of certain share options

to Directors and Executives of the Bank, pursuant to the Share Option Scheme
adopted on 9th June, 1993, and the following Directors have accepted the

following options:

" Name AR HE 2 B 17 28 H Number of shares in Options
IR EE 3, Patrick Y B Fung 30,000
iatss Michael Y S Fung 24,000
&8 Louis C W Ho 24,000

WERBETR—ANARF=ATHE-_TTNF=-ANBH
M REEATRAEY 14837T -

(2) H 58893600 R NBBZERGELESHA  MAEEKLX
BABBEHELE  BERLE  WEEAA BEZTER
Hih Ao

(3) &ABL

DERA  FREEERAZRAR =0 ALK

(4) S AE FOSEB A AN A 2 2SR5 R AE R
QRkBOERER ElF ERFEEZET Z 110,026,688 I%
W HA—BEFTESHE Z 10,639,200 B A o

B EXFSN R-FRTF+T-_A=1+—H REES
(REER) RP BEF  THAZKREBBACHE
RARTREBERRAZRAFEEAMEL &% -

The options are exercisable between 10th March, 1995 and 9th March, 2004
at a subscription price of HK$14.83 per share.

58,893,600 shares held under various family trusts in which Messrs Patrick Y
B Fung, Michael Y S Fung and Louis C W Ho's spouse together with their

respective issues and other persons are eligible beneficiaries.

Such shares were held through a corporation in which Mr Simon K'Y Lee

controls more than one-third of the voting power.

All shares and options held by Messrs Patrick Y B Fung and Michael Y S Fung,
and shares under note (2), except for 10,639,200 shares held by a trust, are a
parcel of the 110,026,688 shares of the Bank which are mentioned above in

the section headed "Substantial Shareholders’ Interests”.

Save as disclosed, none of the Directors, the Chief Executive and

their associates had any other beneficial interests in the securities

of the Bank or any of its associated corporations (within the meaning
of SDI Ordinance) at 31st December, 2000.
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DIRECTORS' INTERESTS IN CONTRACTS

No contract 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.

Except for the above mentioned Share Option Scheme of the
Bank, at no time during the year was the Bank or any of its
subsidiaries a party to any arrangements to enable the Directors
of the Bank to acquire benefits by means of the acquisition of
shares in or debentures of the Bank or any other body corporate.

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

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, the Bank repurchased a total of 570,000 shares
of HK$1 each of the Bank on The Stock Exchange of Hong
Kong Limited for an aggregate price of HK$10.5 million. The
shares were cancelled by the Bank and accordingly the issued
share capital was reduced to 293,404,500 shares of HK$1 each
at the end of 2000. The repurchase was implemented in light
of prevailing market conditions and in the interests of the Bank
and its shareholders. Save as disclosed, there were no purchases,
sales or redemptions by the Bank or any of its subsidiaries, of
the Bank's shares during the year ended 31st December, 2000.
Details of the repurchase are shown in Note 20 to the Accounts.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Bank has complied throughout the year with the Code of
Best Practice as set out in the Listing Rules of The Stock
Exchange of Hong Kong Limited, except that a specified term
was not fixed for the appointment of Non-executive Directors.

COMPLIANCE WITH THE GUIDELINE ON FINANCIAL
DISCLOSURE

The annual accounts have complied fully with the
recommendations in the Guideline on the “Financial Disclosure
by Locally Incorporated Authorised Institutions" issued by the
Hong Kong Monetary Authority.
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Report of the Directors

AUDITORS
The accounts have been audited by KPMG.

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

PATRICK Y B FUNG

Chairman and Chief Executive

Hong Kong, 8th March, 2001



