
38 Notes to the Accounts

For the year ended 31st December, 2000

(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACTIVITIES

The Bank and its subsidiaries are engaged in commercial banking and related financial

services.

2. PRINCIPAL ACCOUNTING POLICIES

(a) Statement of compliance

The accounts have been prepared in accordance with all applicable Statements

of Standard Accounting Practice (“SSAP”) and Interpretations issued by the Hong

Kong Society of Accountants, accounting principles generally accepted in Hong

Kong and the requirements of the Hong Kong Companies Ordinance. 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

and the recommendations in the Guideline on “Financial Disclosure by Locally

Incorporated Authorised Institutions” issued by the Hong Kong Monetary

Authority. A summary of the significant accounting policies adopted by the Group

is set out below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical cost

modified by the revaluation of investment properties and the marking to market

of certain non-trading securities as explained in the accounting policies set out

below.

(c) Basis of consolidation

(i) The consolidated accounts include the accounts of the Bank and all its

subsidiaries made up to 31st December each year. The results of subsidiaries

acquired or disposed of during the year are included in the consolidated

profit and loss account from or to the date of their acquisition or disposal,

as appropriate. All material intercompany transactions are eliminated on

consolidation.

(ii) Goodwill arising on the acquisition of subsidiary, being the excess of the

cost of investment of the subsidiary over the fair value of the Group’s share

of the separable net assets acquired, is amortised to the profit and loss

account on a straight line basis over 10 years.

(d) Investments in subsidiaries

A subsidiary is a company in which the Group, directly or indirectly, holds more

than half of the issued share capital, or controls more than half of the voting

power, or controls the composition of the Board of Directors.

1.

2.

(a)

(b)

(c)

 (i)

 (ii)

(d)
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(d) Investments in subsidiaries (continued)

Investments in subsidiaries in the Bank’s balance sheet are stated at cost less

any provisions for diminution in value which is other than temporary as determined

by the directors for each subsidiary individually. Any such provisions are recognised

as an expense in the profit and loss account.

(e) Non-performing loans

(i) Amounts have been set aside as general provisions for doubtful debts, and

in addition, specific provisions are made for non-performing loans following

guidelines established by the Directors. These provisions are deducted from

advances to customers and trade bills.

(ii) All loans which are over 90 days past due, and which are not fully

collateralised, are automatically classified as non-performing. Interest

accrued on non-performing loans is not taken as income but credited to a

suspense account, which is netted in the balance sheet against the

appropriate balance sheet headings.

(f) Interest and fees

Interest income and expense are accrued on a time-apportioned basis on the

principal outstanding and at the rate applicable except in the case of interest on

non-performing loans (note 2(e)). Interest income from dated debt securities

intended to be held to maturity is recognised as it accrues, as adjusted by the

amortisation of the premium or discount on acquisition, so as to achieve a constant

rate of return over the period from the date of purchase to the date of maturity.

Fee income and expenses are recognised when earned or incurred, 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 on an

appropriate basis over the relevant period.

(g) Deferred taxation

Deferred taxation is provided using the liability method in respect of the taxation

effect arising from all material timing differences between the accounting and

tax treatment of income and expenditure, which are expected with reasonable

probability to crystallise in the foreseeable future.

Further deferred tax benefits are not recognised unless their realisation is assured

beyond reasonable doubt.

2.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(h) Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong

dollars at the exchange rates ruling at the transaction dates. Monetary assets

and liabilities denominated in foreign currencies are translated into Hong Kong

dollars at the exchange rates ruling at the balance sheet date. Exchange gains

and losses are dealt with in the profit and loss account.

The accounts of overseas branches and subsidiaries are translated into Hong

Kong dollars at the exchange rates ruling at the balance sheet date. The exchange

differences are dealt with as movements in reserves.

(i) Tangible fixed assets and depreciation

(i) In preparing these accounts, advantage has been taken of the transitional

provisions set out in paragraph 72 of Statement of Standard Accounting

Practice 17 “Property, Plant and Equipment” issued by the Hong Kong Society

of Accountants, with the effect that bank premises have not been revalued

to fair value at the balance sheet date.

(ii) Equipment, comprising furniture, plant and other equipment, is stated at

cost less depreciation calculated on a straight line basis to write off the

assets over their estimated useful lives, which are generally between 3 to

10 years.

(iii) No amortisation is provided on freehold land. Leasehold land is amortised

in equal annual instalments over the remaining term of the lease. Buildings

are amortised by equal instalments over the estimated useful lives which in

no case exceed 50 years.

(iv) Investment properties are stated in the balance sheet at their open market

values which are assessed by professional qualified valuers. Any surplus or

deficit arising on revaluation is treated first as a movement in investment

properties revaluation reserve and, to the extent that accumulated deficits

exceed surpluses, subsequently as a charge to the profit and loss account.

(j) Investments in securities

(i) Dated debt securities that the Group and/or the Bank have the ability and

intention to hold to maturity are classified as held-to-maturity securities.

Held-to-maturity securities are stated in the balance sheet at amortised

cost less any provisions for diminution in value.

2.
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/



41

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(j) Investments in securities (continued)

The carrying amounts of held-to-maturity securities are reviewed as at the

balance sheet date in order to assess the credit risk and whether the carrying

amounts are expected to be recovered. Provisions are made when carrying

amounts are not expected to be recovered and are recognised as an expense

in the profit and loss account.

(ii) Trading securities are stated in the balance sheet at fair value. Changes in

fair value are recognised in the profit and loss account as they arise.

(iii) Non-trading securities are stated in the balance sheet at fair value. Changes

in the fair value are recognised in the investment revaluation reserve until

the security is sold, collected, or otherwise disposed of, or until there is

objective evidence that the security is impaired, at which time the relevant

cumulative gain or loss is transferred from the investment revaluation reserve

to the profit and loss account.

(iv) Transfers from the investment revaluation reserve to the profit and loss

account as a result of impairments are reversed when the circumstances

and events that led to the impairment cease to exist and there is persuasive

evidence that the new circumstances and events will persist for the

foreseeable future.

(v) Profits or losses on disposal of investments in securities are accounted for

in the profit and loss account as they arise. In the case of non-trading

securities, the profit or loss includes any amount previously held in the

investment revaluation reserve in respect of that security.

(k) Finance leases and hire purchase contracts

The amounts due from lessees in respect of finance leases and hire purchase

contracts, net of unearned interest, are included in the balance sheet as advances

to customers.

Net income on finance leases and hire purchase contracts is allocated to

accounting periods over the lease term in accordance with the actuarial method

so as to produce a constant periodic rate of return on the net investment in the

lease.

2.

(j)

 (ii)

 (iii)

 (iv)
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(l) Off-balance sheet financial instruments

Off-balance sheet financial instruments arise from forward, swap and option

transactions undertaken in the foreign exchange, interest rate and equity markets.

The method of accounting for these instruments is dependent upon whether the

transactions are undertaken for dealing purposes, to hedge risk, or as part of the

management of asset and liability portfolios.

Derivatives carried in dealing portfolios are marked-to-market, and gains and

losses included in dealing profits or losses. Derivatives used in balance sheet

management to hedge open positions for specific assets or liabilities, are

accounted for on an accruals basis, consistent with the underlying cash assets

and liabilities held in these portfolios. In addition, interest rate swaps used for

strategic management of interest rate positions are accounted for on an accruals

basis.

(m) Related parties transactions

Parties are considered to be related to the Group if the Group has the ability,

directly or indirectly, to control the party or exercise significant influence over

the party in making financial and operating decisions, or vice versa, or where the

Group and the party are subject to common control or common significant

influence. Related parties may be individuals or entities.

3. OPERATING PROFIT

The operating profit for the year is stated after taking account of:

(a) Other operating income

2000 1999

Gains arising from dealing in foreign currencies 63,112 69,853

Gains arising from dealing activities 2,401 2,321

Net fees and commission income 273,792 253,366

Dividend income from unlisted investments 1,332 1,612

Dividend income from listed investments 972 1

Others 9,821 10,699

351,430 337,852

2.

(l)

(m)

3.

(a)
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3. OPERATING PROFIT (CONTINUED)

(b) Operating expenses

2000 1999

Staff costs

Salaries and other staff costs 369,839 308,371

Retirement benefit costs (Note 27) (1,359) 27,225

368,480 335,596

Premises and equipment expenses,

excluding depreciation 60,549 55,675

Depreciation 46,315 44,394

Auditors’ remuneration 1,782 1,782

Others 105,108 79,702

582,234 517,149

4. LOSSES ON REVALUATION OF INVESTMENT PROPERTIES AND

DISPOSAL OF TANGIBLE FIXED ASSETS

The amount included an unrealised gain on revaluation of investment properties

amounting to HK$365,000 (Loss in 1999: HK$5,440,000).

5. TAXATION

(a) Taxation in the consolidated profit and loss account represents:

2000 1999

Provision for Hong Kong profits tax 139,756 96,757

Overseas taxation 22,811 22,408

162,567 119,165

The provision for Hong Kong profits tax is calculated at 16% (1999: 16%) of the

estimated assessable profits for the year ended 31st December 2000. Overseas

taxation is provided at the appropriate current rates of taxation ruling in the

countries in which they operate.

(b) Taxation in the balance sheets, which is included in other accounts and provisions,

represents:

The Group The Bank

2000 1999 2000 1999

Provision for

Hong Kong

profits tax 28,241 84,420 17,912 72,361

Overseas taxation 22,353 17,647 – 664

50,594 102,067 17,912 73,025

(c) No provision for deferred taxation has been made as the effect of all timing

differences is immaterial.

3.

(b)

27

4.

365,000

5,440,000
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(c)



44 Notes to the Accounts

6. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS

The profit attributable to the shareholders includes an amount of HK$721,226,000

(1999: HK$518,272,000) which has been dealt with in the accounts of the Bank.

7. DIVIDENDS

2000 1999

Interim dividend of HK$0.37

(1999: HK$0.28) per share on

293,404,500 (1999: 293,974,500)

shares 108,560 82,313

Proposed final dividend of HK$0.85

(1999: HK$0.57) per share on

293,404,500 (1999: 293,974,500)

shares 249,393 167,565

357,953 249,878

8. DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 161 of the Hong Kong Companies

Ordinance are as follows:

2000 1999

Executives’ fees 573 373

Non-executives’ fees 900 540

Salaries and other emoluments 8,343 8,144

Performance bonuses 4,200 2,520

14,016 11,577

The emoluments are within the following bands:

2000 1999

Number of Number of

Directors Directors

HK$             0 – HK$1,000,000 9 10

HK$1,000,001 – HK$1,500,000 – 1

HK$1,500,001 – HK$2,000,000 1 1

HK$2,000,001 – HK$2,500,000 1 1

HK$2,500,001 – HK$3,000,000 1 –

HK$3,000,001 – HK$3,500,000 – –

HK$3,500,001 – HK$4,000,000 – –

HK$4,000,001 – HK$4,500,000 – –

HK$4,500,001 – HK$5,000,000 – 1

HK$5,000,001 – HK$5,500,000 – –

HK$5,500,001 – HK$6,000,000 – –

HK$6,000,001 – HK$6,500,000 1 –

13 14

6.

721,226,000

518,272,000

7.

293,404,500

 293,974,500

293,404,500

293,974,500

8.

161

             0  1,000,000

1,000,001  1,500,000

1,500,001  2,000,000

2,000,001  2,500,000

2,500,001  3,000,000

3,000,001  3,500,000

3,500,001  4,000,000

4,000,001  4,500,000

4,500,001  5,000,000

5,000,001  5,500,000

5,500,001  6,000,000

6,000,001  6,500,000
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9. EXECUTIVES’ EMOLUMENTS

The five highest paid individuals included four (1999: three) directors, details of whose

emoluments are set out in the Note 8 above. The emoluments of the remaining

individual (1999: two) are as follows:

2000 1999

Salaries 1,463 2,795

Performance bonuses 300 540

1,763 3,335

The emoluments are within the following band:

2000 1999

Number of Number of

Executives Executives

HK$1,000,001 – HK$1,500,000 – 1

HK$1,500,001 – HK$2,000,000 1 1

1 2

10. EARNINGS PER SHARE AND DILUTED EARNINGS PER SHARE

The calculation of earnings per share is based on profit attributable to the shareholders

of HK$901,188,000 (1999: HK$682,928,000) and on the weighted average number

of 293,586,577 (1999: 293,964,000) ordinary shares in issue during the year. The

calculation of diluted earnings per share is based on profit attributable to the

shareholders of HK$901,188,000 (1999: HK$682,928,000) and on the weighted average

number of 293,626,123 (1999: 294,010,703) ordinary shares in issue during the year

after adjustment of an increase in number of 39,546 (1999: 46,703) ordinary shares

deemed to have been issued for no consideration.

9.

1,000,001 1,500,000

1,500,001 2,000,000

10.

901,188,000

682,928,000

293,586,577

293,964,000

901,188,000

682,928,000

293,626,123

294,010,703

39,546

 46,703
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11. CASH AND SHORT-TERM FUNDS

The Group The Bank

2000 1999 2000 1999

Cash and balances with

banks and other

financial institutions  568,784 550,180  335,570 310,802

Money at call and

short notice  11,686,930 11,027,997  11,541,953 10,999,072

Treasury bills (Note 19)  1,405,481 910,739 1,091,107 691,758

 13,661,195 12,488,916 12,968,630 12,001,632

All treasury bills are held-to-maturity, issued by central government and central banks

and are unlisted.

12.TRADE BILLS LESS PROVISIONS

The Group The Bank

2000 1999 2000 1999

Trade bills 236,981 289,114 202,187 249,200

Specific provisions for

bad and doubtful

debts (Note 15) (2,539) (5,523) (2,539) (5,523)

General provisions for

bad and doubtful

debts (Note 15) (2,945) (3,153) (2,249) (2,355)

231,497 280,438 197,399 241,322

13. CERTIFICATES OF DEPOSIT HELD

All the certificates of deposit held are held-to-maturity and are unlisted.

11.

19

12.

15

15

13.
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14. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

PROVISIONS

(a) Advances to customers and other accounts

The Group The Bank

2000 1999 2000 1999

Advances to customers

(Note 19) 33,675,641 32,331,070 27,858,696 26,913,386

Specific provisions for

bad and doubtful

debts (Note 15) (286,012) (359,393) (225,010) (273,474)

General provisions for

bad and doubtful

debts (Note 15) (349,159) (333,527) (260,750) (250,194)

Advances to banks and

other financial

institutions (Note 19) – 7,494 – 7,494

Accrued interest and

other accounts 689,166 752,883 498,262 462,396

33,729,636 32,398,527 27,871,198 26,859,608

(b) Non-performing loans

The advances net of suspended interest, on which interest is being placed in

suspense or on which interest accrual has ceased, the amount of suspended

interest and specific provisions made after taking into account the value of

collateral in respect of such advances are as follows:

The Group

2000 1999

Gross non-performing advances to customers 1,335,171 1,507,754

Gross non-performing advances as a

percentage of total advances to customers 3.96% 4.66%

Amount of collateral held 988,245 1,136,205

Specific provisions 282,002 341,906

Suspended interest 387,268 275,468

There were no advances to banks and other financial institutions on which interest

is being placed in suspense or on which interest accrual has ceased on 31st

December, 2000 and 31st December, 1999.

14.

 (a)

19

15

15

19

 (b)
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14. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

PROVISIONS (CONTINUED)

(c) Included in advances to customers are net investments in finance

leases and hire purchase contracts:

The Group The Bank

2000 1999 2000 1999

Net investment in

finance leases and

hire purchase

contracts

– Finance leases 416,643 270,581 – –

– Hire purchase

contracts 1,413,643 1,077,085 – –

1,830,286 1,347,666 – –

Aggregate rentals

receivable for

the year

– Finance leases 257,561 195,870 – –

– Hire purchase

contracts 698,932 554,142 – –

956,493 750,012 – –

Cost of assets acquired

for the purpose of

letting under finance

leases and hire

purchase contracts

– Finance leases 718,334 493,963 – –

– Hire purchase

contracts 2,092,254 1,683,128 – –

2,810,588 2,177,091 – –

14.

 

(c)
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15. PROVISIONS FOR BAD AND DOUBTFUL DEBTS

The Group 2000

Suspended

Specific General Total Interest

At 1st January 364,916 336,680 701,596 275,494

Recoveries of advances

written off in

previous years 13,497 – 13,497 (28,608)

Charge to profit and

loss account – 367,231 367,231 –

Interest suspended

during the year – – – 247,083

Transfer to specific provision 351,807 (351,807) – –

Amounts written off (441,669) – (441,669) (106,645)

At 31st December 288,551 352,104 640,655 387,324

Representing:

Trade bills (Note 12) 2,539 2,945 5,484 56

Advances to customers

(Note 14a) 286,012 349,159 635,171 387,268

288,551 352,104 640,655 387,324

The Bank 2000

Suspended

Specific General Total Interest

At 1st January 278,997 252,549 531,546 243,274

Recoveries of advances

written off in

previous years 11,209 – 11,209 (22,357)

Charge to profit and

loss account – 306,132 306,132 –

Interest suspended

during the year – – – 212,194

Other movement – – – –

Transfer to specific provision 295,682 (295,682) – –

Amounts written off (358,339) – (358,339) (103,298)

At 31st December 227,549 262,999 490,548 329,813

Representing:

Trade bills (Note 12) 2,539 2,249 4,788 56

Advances to customers

(Note 14a) 225,010 260,750 485,760 329,757

227,549 262,999 490,548 329,813

15.

12

14a

12

14a
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15. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)

The Group 1999

Suspended

Specific General Total Interest

At 1st January 313,784 330,427 644,211 125,992

Recoveries of advances

written off in

previous years 20,939 – 20,939 (25,519)

Charge to profit and

loss account – 438,878 438,878 –

Interest suspended

during the year – – – 233,221

Transfer to specific provision 432,625 (432,625) – –

Amounts written off (402,432) – (402,432) (58,200)

At 31st December 364,916 336,680 701,596 275,494

Representing:

Trade bills (Note 12) 5,523 3,153 8,676 26

Advances to customers

(Note 14a) 359,393 333,527 692,920 275,468

364,916 336,680 701,596 275,494

The Bank 1999

Suspended

Specific General Total Interest

At 1st January 257,660 258,990 516,650 110,490

Recoveries of advances

written off in

previous years 17,226 – 17,226 (23,917)

Charge to profit and

loss account – 362,871 362,871 –

Interest suspended

during the year – – – 211,301

Other movement 1,708 – 1,708 –

Transfer to specific provision 369,312 (369,312) – –

Amounts written off (366,909) – (366,909) (54,600)

At 31st December 278,997 252,549 531,546 243,274

Representing:

Trade bills (Note 12) 5,523 2,355 7,878 26

Advances to customers

(Note 14a) 273,474 250,194 523,668 243,248

278,997 252,549 531,546 243,274

15.

12

14a

12

14a
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16. HELD-TO-MATURITY AND NON-TRADING SECURITIES

The Group The Bank

2000 1999 2000 1999

Held-to-maturity debt

securities (Note 19)

Listed

– in Hong Kong 7,092 42,702 5,011 1,965

– outside Hong Kong 561,006 345,112 521,998 231,957

568,098 387,814 527,009 233,922

Unlisted 1,701,236 1,119,226 1,531,260 965,486

2,269,334 1,507,040 2,058,269 1,199,408

Less: specific provision

on unlisted

debt securities (17,124) (17,084) (13,238) (13,198)

2,252,210 1,489,956 2,045,031 1,186,210

Non-trading equity securities

Listed in Hong Kong 50,647 525 2,353 –

Unlisted 48,247 31,882 147,761 27,172

98,894 32,407 150,114 27,172

2,351,104 1,522,363 2,195,145 1,213,382

The Group The Bank

2000 1999 2000 1999

Market value of listed securities

Held-to-maturity debt

securities 568,768 383,995 527,689 234,636

Non-trading equity

securities 50,647 525 2,353 –

During the year, held-to-maturity securities with an amortised cost of HK$45,834,000

(1999: Nil) were disposed of at a profit HK$3,684,000 (1999: Nil) being recognised in

the profit and loss account. Management, approved by the Asset and Liability

Management Committee, sold these held-to-maturity securities to modify the maturity

and risk profile of the investment portfolios.

16.

( 19)

    

    

    

45,834,000

3,684,000
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16. HELD-TO-MATURITY AND NON-TRADING SECURITIES (CONTINUED)

Held-to-maturity and non-trading securities analysed by counterparty are as

follows:

The Group The Bank

2000 1999 2000 1999

Issued by:

Banks and other financial

institutions 278,841 249,866 265,724 213,699

Corporate entities 2,078,644 1,283,869 1,931,916 1,007,169

Public sector 10,743 5,712 10,743 5,712

2,368,228 1,539,447 2,208,383 1,226,580

Treasury bills and certificates of deposit held to maturity are disclosed separately in

the balance sheets, note 11 and note 13 to the accounts.

17. INVESTMENTS IN SUBSIDIARIES

2000 1999

Unlisted shares, at cost 365,657 335,657

The following list contains only the particulars of principal subsidiaries:

Place of incorporation Nominal value of Percentage Principal

Name of company and operation issued ordinary shares held activities

Banco Weng Hang, S.A.R.L. Macau MOP120,000,000 100% Banking

Wing Hang Bank (Cayman) Limited Cayman Islands US$15,000,000 100% Banking

Wing Hang Bank Trustee Company Cayman Islands US$500,000 100% Trustee Services

(Cayman) Limited

Wing Hang Finance Company Limited Hong Kong HK$80,000,000 100% Deposit Taking

and Hire Purchase

Wing Hang Zurich Insurance Company Limited Hong Kong HK$45,000,000 65% Insurance

Cyber Wing Hang Limited Hong Kong HK$30,000,000 100% Information

Technology

Investment

Wing Hang Credit Limited Hong Kong HK$20,000,000 100% Consumer Lending

16.

17.
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17. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Place of incorporation Nominal value of Percentage Principal

Name of company and operation issued ordinary shares held activities

Wing Hang Shares Brokerage Company Limited Hong Kong HK$10,000,000 100% Securities Dealing

eZ-Financial Services Limited (Note) Hong Kong HK$10,000,000 50% Electronic Services

Wing Hang Bank (Trustee) Limited Hong Kong HK$3,000,000 100% Trustee Services

Wing Hang Insurance Brokers Limited Hong Kong HK$100,000 100% Insurance Broker

Wing Hang Insurance Agency Limited Hong Kong HK$50,000 100% Insurance Agency

Wing Hang Bank (Nominees) Limited Hong Kong HK$10,000 100% Nominee Services

Cheuk Woo Enterprises Company Limited Hong Kong HK$10,000 100% Property Investment

All the above companies are held directly by the Bank.

Note: The Bank controls the composition of the Board of Directors of eZ-Financial Services Limited

and accordingly eZ-Financial Services Limited is deemed to be a subsidiary of the Bank

under the provisions of the Hong Kong Companies Ordinance.

17.
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18. TANGIBLE FIXED ASSETS

The Group

Bank Investment

Premises Properties Equipment Total

Cost or valuation

At 1st January, 2000 866,474 72,260 336,483 1,275,217

Additions 77,461 – 37,331 114,792

Disposals (119) – (7,662) (7,781)

Transfers (5,869) 5,275 – (594)

Surplus on revaluation – 365 – 365

At 31st December,

2000 937,947 77,900 366,152 1,381,999

The analysis of cost or

valuation of the above

assets is as follows:

At cost 533,834 – 366,152 899,986

At valuation

2000 – 77,900 – 77,900

1998 7,679 – – 7,679

1990 357,888 – – 357,888

1989 12,179 – – 12,179

1984 26,367 – – 26,367

937,947 77,900 366,152 1,381,999

The Group

Bank Investment

Premises Properties Equipment Total

Accumulated depreciation

At 1st January, 2000 69,703 – 218,660 288,363

Charge for the year 9,578 – 36,737 46,315

Written back on disposals (40) – (6,369) (6,409)

Transfers (594) – – (594)

At 31st December, 2000 78,647 – 249,028 327,675

Net book value at

31st December, 2000 859,300 77,900 117,124 1,054,324

Net book value at

31st December, 1999 796,771 72,260 117,823 986,854

18.
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18. TANGIBLE FIXED ASSETS (CONTINUED)

Bank premises were stated at cost or directors’ valuation. Investment properties were

revalued by an independent firm of surveyors, FPDSavills who have among their staff,

Fellows of the Hong Kong Institute of Surveyors, on an open market value basis as at

30th November, 2000.

The Bank

Bank

Premises Equipment Total

Cost or valuation

At 1st January, 2000 633,514 270,258 903,772

Additions 77,387 33,709 111,096

Disposals – (6,202) (6,202)

At 31st December, 2000 710,901 297,765 1,008,666

The analysis of cost or valuation

of the above assets is as follows:

At cost 352,163 297,765 649,928

At valuation

1990 357,888 – 357,888

1989 850 – 850

710,901 297,765 1,008,666

The Bank

Bank

Premises Equipment Total

Accumulated depreciation

At 1st January, 2000 48,781 165,661 214,442

Charge for the year 6,803 30,598 37,401

Written back on disposals – (4,936) (4,936)

At 31st December, 2000 55,584 191,323 246,907

Net book value at

31st December, 2000 655,317 106,442 761,759

Net book value at

31st December, 1999 584,733 104,597 689,330

18.

FPD Savills
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18. TANGIBLE FIXED ASSETS (CONTINUED)

The net book value of bank premises and investment properties comprises:

The Group The Bank

2000 1999 2000 1999

FREEHOLD

– Held outside Hong Kong 48,456 49,261 – –

LEASEHOLD

– Held in Hong Kong

Long leases

(over 50 years

unexpired) 570,651 618,724 453,036 455,967

Medium-term leases

(10 to 50 years

unexpired) 262,147 143,981 189,832 115,852

– Held outside Hong Kong

Long leases

(over 50 years

unexpired) 2,221 2,259 2,221 2,259

Medium-term leases

(10 to 50 years

unexpired) 46,699 47,602 10,228 10,655

Short-term leases

(less than 10 years

unexpired) 7,026 7,204 – –

937,200 869,031 655,317 584,733

18.
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19. MATURITY PROFILE

The Group 2000

1 year 5 years

or less or less

Repayable 3 months but over but over After

on demand or less 3 months 1 year 5 years Undated Total

Assets

– Treasury bills (Note 11) – 1,387,088 18,393 – – – 1,405,481

– Placements with banks and

other financial institutions

maturing between 1 and

12 months – 3,273,571 86,894 – – – 3,360,465

– Certificates of  deposit held – – 99,979 38,851 – – 138,830

– Advances to customers

(Note 14a) 2,413,951 3,172,693 4,345,080 8,084,535 15,264,977 394,405 33,675,641

– Advances to banks and

other financial institutions

(Note 14a) – – – – – – –

– Held-to-maturity debt securities

(Note 16) – 399,116 356,335 1,317,100 165,584 31,199 2,269,334

2,413,951 8,232,468 4,906,681 9,440,486 15,430,561 425,604 40,849,751

Liabilities

– Deposits and balances of banks

and other financial institutions 21,710 192,985 – – – – 214,695

– Current, fixed, savings  and

other deposits of customers 7,027,433 36,074,526 2,365,068 466,044 – – 45,933,071

– Certificates of deposit issued – 70,000 801,973 1,216,595 – – 2,088,568

7,049,143 36,337,511 3,167,041 1,682,639 – – 48,236,334

19.

 ( 11)

 ( )

 ( 14a)

( 14a)

16
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19. MATURITY PROFILE (CONTINUED)

The Bank 2000

1 year 5 years

or less or less

Repayable 3 months but over but over After

on demand or less 3 months 1 year 5 years Undated Total

Assets

– Treasury bills (Note 11) – 1,091,107 – – – – 1,091,107

– Placements with banks and

other financial institutions

maturing between 1 and

12 months – 3,194,659 81,507 – – – 3,276,166

– Certificates of deposit held – – 99,979 38,851 – – 138,830

– Advances to customers

(Note 14a) 2,165,815 2,598,112 3,165,753 6,116,196 13,603,585 209,235 27,858,696

– Advances to banks and

other financial institutions

(Note 14a) – – – – – – –

– Held-to-maturity debt securities

(Note 16) – 379,617 287,327 1,209,047 158,879 23,399 2,058,269

2,165,815 7,263,495 3,634,566 7,364,094 13,762,464 232,634 34,423,068

Liabilities

– Deposits and balances of banks

and other financial

institutions 16,997 192,985 – – – – 209,982

– Current, fixed, savings and

other deposits of customers 5,628,111 26,275,451 1,574,673 350,431 – – 33,828,666

– Certificates of deposit issued – 70,000 801,973 1,216,595 – – 2,088,568

5,645,108 26,538,436 2,376,646 1,567,026 – – 36,127,216

19.

( 11)

( 14a)

 ( 14a)

( 16)
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19. MATURITY PROFILE (CONTINUED)

The Group 1999

1 year 5 years

or less or less

Repayable 3 months but over but over After

on demand or less 3 months 1 year 5 years Undated Total

Assets

– Treasury bills (Note 11) – 773,330 137,409 – – – 910,739

– Placements with banks and

other financial institutions

maturing between 1

and 12 months – 1,951,631 720,437 – – – 2,672,068

– Certificates of deposit held – – 49,987 38,604 – – 88,591

– Advances to customers

(Note 14a) 2,625,462 3,060,708 3,279,675 7,521,680 15,086,804 756,741 32,331,070

– Advances to banks and other

financial institutions

(Note 14a) 7,494 – – – – – 7,494

– Held-to-maturity debt securities

(Note 16) – 128,151 322,611 1,016,247 32,259 7,772 1,507,040

2,632,956 5,913,820 4,510,119 8,576,531 15,119,063 764,513 37,517,002

Liabilities

– Deposits and balances of banks

and other financial institutions 52,809 364,973 – – – – 417,782

– Current, fixed, savings and

other deposits of customers 6,565,977 33,047,331 2,020,942 140,168 – – 41,774,418

– Certificates of deposit issued – 170,969 1,490,000 791,704 – – 2,452,673

6,618,786 33,583,273 3,510,942 931,872 – – 44,644,873

19.

( 11)

( 14a)

  ( 14a)

 ( 16)
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19. MATURITY PROFILE (CONTINUED)

The Bank 1999

1 year 5 years

or less or less

Repayable 3 months but over but over After

on demand or less 3 months 1 year 5 years Undated Total

Assets

– Treasury bills (Note 11) – 578,158 113,600 – – – 691,758

– Placements with banks and

other financial institutions

maturing between 1

and 12 months – 1,869,542 716,937 – – – 2,586,479

– Certificates of deposit held – – 49,987 38,604 – – 88,591

– Advances to customers

(Note 14a) 2,267,891 2,545,538 2,337,022 5,825,598 13,409,086 528,251 26,913,386

– Advances to banks and

other financial institutions

(Note 14a) 7,494 – – – – – 7,494

– Held-to-maturity debt securities

(Note 16) – 97,086 260,362 812,826 29,134 – 1,199,408

2,275,385 5,090,324 3,477,908 6,677,028 13,438,220 528,251 31,487,116

Liabilities

– Deposits and balances of banks

and other financial institutions 50,461 364,973 – – – – 415,434

– Current, fixed, savings and

other deposits of customers 5,295,350 24,365,220 1,373,147 102,488 – – 31,136,205

– Certificates of deposit issued – 170,969 1,490,000 791,704 – – 2,452,673

5,345,811 24,901,162 2,863,147 894,192 – – 34,004,312

19.

( 11)

( 14a)

 ( 14a)

 ( 16)
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20. SHARE CAPITAL

2000 1999

Authorised:

450,000,000 (1999: 450,000,000) ordinary

shares of HK$1 each 450,000 450,000

Issued and fully paid:

At 1st January 293,975 293,957

Shares issued under share option scheme – 18

Repurchase of own shares (570) –

293,404,500 (1999: 293,974,500) ordinary

shares of HK$1 each 293,405 293,975

During the year, the Bank repurchased and cancelled a total of 570,000 shares of

HK$1 each of the Bank for an aggregate price of HK$10.5 million. The nominal value

of the cancelled shares was transferred from the share capital account to capital

redemption reserve and the consideration was charged to unappropriated profits.

Details of the shares repurchased are as follows:

Price per share

Number of Aggregate

Month of repurchase shares Highest Lowest Price

(‘000) HK$ HK$ HK$’000

April 2000 420 18.65 18.40 7,822

May 2000 150 17.85 17.70 2,678

570 10,500

Pursuant to the approved Share Option Scheme, options to purchase ordinary shares

in the Bank were granted to certain executives. The option price was 80% of the

average last dealt price on The Stock Exchange of Hong Kong Limited on the five

business days immediately preceding the date of offer of such options. The options

granted under the Scheme will be exercisable between the first and the tenth

anniversaries of the date of grant. At 31st December 2000, the outstanding options

were:

2000 1999

Number of Number of

Date of options granted Option price shares shares

10th March, 1994 HK$14.83 126,000 126,000

20.

450,000,000

450,000,000 1

293,404,500

293,974,500  1

1 570,000
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21. RESERVES

The Group 2000

 

Bank

premises Investment Capital Unappro-

Share Capital General revalutation revaluation redemption priated  

premium reserve reserve reserve reserve reserve profits Total

At 1st January 329,667 215,423 2,099,780 321,000 (66) 199 1,580,598 4,546,601

Exchange adjustments – – 434 – – – – 434

Repurchase of own shares – – – – – 570 (10,500) (9,930)

Surplus on revaluation – – – – 42,529 – – 42,529

Overprovision for 1999

final dividend – – – – – – 114 114

Retained profit for the year – – – – – – 543,235 543,235

At 31st December 329,667 215,423 2,100,214 321,000 42,463 769 2,113,447 5,122,983

The Bank 2000

 

Bank

premises Investment Capital Unappro-

Share General revalutation revaluation redemption priated  

premium reserve reserve reserve reserve profits Total

At 1st January 329,667 1,802,374 321,000 – 199 1,326,410 3,779,650

Repurchase of own shares – – – – 570 (10,500) (9,930)

Deficit on revaluation – – – (46) – – (46)

Overprovision for 1999

final dividend – – – – – 114 114

Retained profit for the year – – – – – 363,273 363,273

At 31st December 329,667 1,802,374 321,000 (46) 769 1,679,297 4,133,061

21.
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21. RESERVES (CONTINUED)

The Group 1999

 

Bank

premises Investment Capital Unappro-

Share Capital General revalutation revaluation redemption priated  

premium reserve reserve reserve reserve reserve profits Total

At 1st January 329,418 205,229 2,057,171 321,000 – 199 1,199,975 4,112,992

Exchange adjustments – – 376 – – – – 376

Share issued under share

option scheme 249 – – – – – – 249

Transfer (to)/from reserves – 10,194 42,233 – – – (52,427 ) –

Deficit on revaluation – – – – (66 ) – – (66 )

Retained profit for the year – – – – – – 433,050 433,050

At 31st December 329,667 215,423 2,099,780 321,000 (66 ) 199 1,580,598 4,546,601

The Bank 1999

Bank

premises Capital Unappro-

Share General revalutation redemption priated

premium reserve reserve reserve profits Total

At 1st January 329,418 1,802,374 321,000 199 1,058,016 3,511,007

Share issued under share option scheme 249 – – – – 249

Retained profit for the year – – – – 268,394 268,394

At 31st December 329,667 1,802,374 321,000 199 1,326,410 3,779,650

The application of the share premium account and the capital redemption reserve is

governed by Section 48B and 49H of the Hong Kong Companies Ordinance.

The general reserve was set up from the transfer of retained earnings and exchange differences

arising from translation of the accounts of overseas branches and subsidiaries (note 2(h)). The

capital reserve comprises retained earnings capitalised on the issue of bonus shares by subsidiaries

in previous years and a legal reserve established by Banco Weng Hang, S.A.R.L in accordance

with regulations in Macau. Revaluation reserves have been set up and are dealt with in accordance

with the accounting policies adopted for the revaluation of premises and non-trading securities

(notes 2(i) and (j)).

Capital reserve, bank premises revaluation reserve, Investment revaluation reserve

and capital redemption reserve do not represent realised profits and are not available

for distribution.

The Bank and its financial subsidiaries operate under regulatory jurisdictions which

require the maintenance of minimum capital adequacy ratios and which could therefore

potentially restrict the amount of retained profits which can be distributed to

shareholders.

21.

/

48B

49H

2(h)

2(i) (j)
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22. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS

2000 1999

Shareholders’ funds as at 1 January 4,840,576 4,406,949

Total disclosed in statement of recognised

gains and losses 944,151 683,238

Transactions with shareholders:

– Dividends paid and proposed (357,953) (249,878)

– Overprovision for 1999 final dividend 114 –

– Proceeds on shares issued under share

option scheme – 267

– Payment on redemption of shares (10,500) –

Shareholders’ funds as at 31 December 5,416,388 4,840,576

23. OFF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments

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

of contingent liabilities and commitments:

The Group The Bank

2000 1999 2000 1999

Direct credit substitutes 555,599 542,596 514,365 511,105

Transaction-related

contingencies 10,680 8,568 10,680 8,568

Trade-related

contingencies 1,023,030 974,926 917,927 869,026

Other commitments:

With an original

maturity of under

1 year or which are

unconditionally

cancellable 3,463,241 3,497,923 3,209,477 3,131,481

With an original

maturity of 1

year and over 537,373 175,187 537,373 173,737

Others – 13,288 – 13,288

5,589,923 5,212,488 5,189,822 4,707,205

22.

23.

(a)
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23. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives

Derivatives refer to financial contracts whose value depends on the value of one

or more underlying assets or indices.

The following table is a summary of the notional amounts of each significant

type of derivatives.

The Group The Bank

2000 1999 2000 1999

Exchange rate

contracts – trading 3,965,203 3,519,312 4,258,340 3,948,817

Exchange rate

contracts – hedging 3,000,305 6,169,272 3,000,305 6,169,272

Total exchange rate

contracts 6,965,508 9,688,584 7,258,645 10,118,089

Interest rate

contracts – trading 272,990 – 272,990 –

Interest rate

contracts – hedging 970,776 4,081,408 970,776 4,081,408

Total interest

rate contracts 1,243,766 4,081,408 1,243,766 4,081,408

8,209,274 13,769,992 8,502,411 14,199,497

The trading transactions include positions arising from the execution of trade

orders from customers or transactions taken to hedge these positions.

23.

(b)
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23. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)

The replacement costs and credit risk weighted amounts of the above off-balance

sheet exposures are as follows. These amounts do not take into account of the

effects of bilateral netting arrangements.

The Group

2000 1999

Credit risk Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

Contingent liabilities

and commitments N/A 902,207 N/A 742,312

Exchange rate contracts 27,909 29,098 91,829 57,275

Interest rate contracts 1,433 474 9,789 2,196

29,342 931,779 101,618 801,783

The Bank

2000 1999

Credit risk Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

Contingent liabilities

and commitments N/A 868,642 N/A 715,628

Exchange rate contracts 27,414 27,589 91,131 57,353

Interest rate contracts 1,433 474 9,789 2,196

28,847 896,705 100,920 775,177

The tables above give the contractual or notional amounts, replacement cost

and credit risk weighted amounts of off-balance sheet transactions. These are

assessed in accordance with the Hong Kong Monetary Authority’s guidelines

which implement the Basle agreement on capital adequacy and depend on the

status of the counterparty and the maturity characteristics.

23.

(b)
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23. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)

The risk weights used range from 0% to 100% for contingent liabilities and

commitments, and from 0% to 50% for exchange rate and interest rate contracts.

Replacement cost represents the cost of replacing all contracts which have a

positive value when marked to market. The credit risk weighted amount refers to

the amount as computed in accordance with the Third Schedule to the Hong

Kong Banking Ordinance.

Contingent liabilities and commitments are credit-related instruments which

include acceptances, letters of credit, guarantees and commitments to extend

credit. The contractual amounts represent the amounts at risk should the contract

be fully drawn upon and the client default. Since a significant portion of

guarantees and commitments is expected to expire without being drawn upon,

the total of the contractual amounts is not representative of future liquidity

requirements.

Off-balance sheet financial instruments arise from forward, swap and option

transactions undertaken by the Group and the Bank in the foreign exchange,

interest rate and equity markets.

The notional amounts of these instruments indicate the volume of transactions

outstanding at the balance sheet date; they do not represent amounts at risk.

(c) Capital commitments

Capital commitments for acquisition of property, plant and equipment outstanding

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

The Group The Bank

2000 1999 2000 1999

Expenditure authorised

and contracted for 159,398 39,137 155,520 39,137

Expenditure authorised

but not contracted for – – – –

159,398 39,137 155,520 39,137

23.

(b)

0% 100%

0% 50%

(c)
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24. RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW/

(OUTFLOW) FROM OPERATING ACTIVITIES

2000 1999

Operating profit 1,061,396 825,826

Depreciation 46,315 44,394

Amortisation of goodwill 581 582

Dividends received from non-trading securities (2,304) (1,613)

Income on held-to-maturity securities (202,348) (138,182)

Increase in treasury bills maturing after three months (593,075) (168,871)

Increase in placements with banks and other

financial institutions maturing after three months (635,370) (2,162,922)

Decrease in trade bills 48,941 13,141

(Increase)/decrease in certificates of deposit held (50,239) 71,559

Increase in advances to customers and other

accounts (1,330,296) (553,325)

Decrease in deposits and balances of banks and

other financial institutions (203,087) (904,222)

Increase in current, fixed, savings and other deposits

of customers 4,158,653 3,293,733

Decrease in certificates of deposit and floating

rate notes issued (364,105) (1,174,197)

(Decrease)/increase in other accounts and

provisions (109,389) 188,765

1,825,673 (665,332)

25. LOANS TO OFFICERS

Particulars of loans to officers disclosed pursuant to section 161B(4B) of the Hong

Kong Companies Ordinance are as follows:

2000 1999

Aggregate amount of relevant loans outstanding

at 31st December 1,827 2,249

The maximum aggregate amount of relevant loans

outstanding during the year 2,249 14,819

24.

/

/

/ 

25.

161B(4B)
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26. RELATED PARTIES TRANSACTIONS

(a) During the year, transactions with The Bank of New York Company Inc. (“BNY”),

a substantial shareholder of the Bank, or its subsidiaries were entered into by

the Group in the ordinary course of business and on normal commercial terms.

The income and expense for the year and on-balance sheet and off-balance

sheet outstandings at the year end are:

(i) Income and expense

2000 1999

Interest income 1,825 2,564

Interest expense 2,331 1,105

(ii) On-balance sheet outstanding at 31st December

2000 1999

Cash and short-term funds 86,196 315,098

Deposits and balances of banks and

other financial institutions 14,687 30,565

(iii) Off-balance sheet outstanding at 31st December

2000 1999

Exchange rate contracts

Contract amount 155,920 917,773

Replacement Cost – 4,452

Risk weighted amount 312 2,726

(iv) On 27th August, 1999, the Bank entered into a Delegation Agreement with

BNY pursuant to which the Bank agreed to provide various back-up support

services to BNY in connection with a securitisation transaction undertaken

by BNY.

In 2000, the Bank received from BNY a service fee of approximately

HK$210,000 (1999: HK$300,000) and will continue to receive further service

fees on an annual basis during the term of the Delegation Agreement.

26.

(a)

(i)

(ii)

(iii)

(iv)

210,000

300,000
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26. RELATED PARTIES TRANSACTIONS (CONTINUED)

(b) On 30th June, 1995, Wing Hang Zurich Insurance Company Limited (“WHZ

Insurance”), a 65 percent owned subsidiary of the Bank, entered into a

Management Agreement with Swiss Insurance Management (Hong Kong) Limited

(“Swiss Insurance”), a wholly own subsidiary of Zurich Insurance Limited (“Zurich

Insurance”) pursuant to which Swiss Insurance has been appointed as manager

of WHZ Insurance in connection with the conduct by WHZ Insurance of its

insurance business. Zurich Insurance is a substantial shareholder of WHZ Insurance

holding 35 percent of WHZ Insurance’s issued share capital. Under the

Management Agreement, WHZ Insurance paid to Swiss Insurance an amount of

HK$2,089,000 (1999: HK$2,298,000), being the contractual management fees

based on gross premium and net profit generated. On 31st December, 1999, the

Management Agreement has been extended for three years and will end on 31st

December, 2002 but can be terminated by either party on six months’ notice.

27.STAFF RETIREMENT SCHEME

2000 1999

Retirement benefit costs (Note 3b) (1,359) 27,225

The Group operated two funded defined benefit pension schemes (“the Schemes”),

namely the Hong Kong Scheme and the Macau Scheme for all qualifying employees

in Hong Kong and Macau respectively. Contributions to the Schemes are made in

accordance with the advice from actuaries based on the actuarial valuations and

were charged to profit and loss account for the year.

The assets of the Schemes were held separately from those of the Group. Valuations

were performed under the supervision of Fellows of the Society of Actuaries of the

United States of America who are employed by The Wyatt Company (H.K.) Limited.

The latest valuation on the Hong Kong Scheme and the Macau Scheme were carried

out at 31st March, 1998 and 31st October, 1998 respectively using the Attained Age

method. The major assumption affecting the actuarial cost is the difference between

the rate of investment return and the rate of future salary increases.

26.

(b)

2,089,000

2,298,000

27.
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27.STAFF RETIREMENT SCHEME (CONTINUED)

The market value of the assets of the Hong Kong Scheme and the Macau Scheme as

at 31st March, 1998 and 31st October, 1998 were HK$231,657,000 and MOP45,934,000

(approximately HK$44,596,000) respectively which were in excess of the Schemes’

vested liabilities.

The Hong Kong Scheme and the Macau Scheme were terminated on 30th November,

2000 and 2nd January, 2001 respectively. All assets of the Schemes were disposed of

during the period between 1st December, 2000 and 16th January, 2001. The Schemes

members’ entitlements, upon the termination of the Schemes, were transferred to

and vested in their new accounts maintained with the new defined contribution

schemes during the same period. The surplus was distributed to the Group and was

credited to retirement benefit cost for the year.

Two new defined contribution schemes were provided to cover all qualifying employees

in Hong Kong in accordance with the Mandatory Provident Fund Schemes Ordinance

and Macau at various funding rates that are in accordance with the local practice

and requirements respectively after the termination of the Schemes. The costs of the

two new schemes are charged to the profit and loss account for the year and the

assets of these schemes are held separately from the Group. Any forfeiture amount

shall be refunded to the Group when the member leaves employment prior to vesting

fully of the employer’s voluntary contributions.

28. APPROVAL OF ACCOUNTS

The accounts were approved by the Board of Directors on 8th March, 2001.

27.

231,657,000

45,934,000

44,596,000

28.


