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The Bank, through its branches and subsidiaries, provides a range of

banking, financial and related services.

The ultimate holding company of the Bank is Arab Banking Corporation

(B.S.C.) which is incorporated in the State of Bahrain and operates as an

offshore bank.
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(a)

(b)

Statement of compliance

These financial statements have been prepared in accordance with all
applicable Statements of Standard Accounting Practice and Interpretations
issued by the Hong Kong Society of Accountants (“HKSA”), accounting
principles generally accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance.

These financial statements 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
Supervisory Policy Manual “Financial Disclosures 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.

Basis of preparation of the financial statements
The measurement basis used in the preparation of the financial
statements is historical cost modified by the revaluation of premises in
1989, and the marking to market of certain investments in securities as
explained in the accounting policies set out below.
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INTERNATIONAL BANK OF ASIA LIMITED

(c) Investment in subsidiaries

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is
a company in which the Group, directly or indirectly, holds more than half
of the issued share capital, or controls more than half of the voting power,
or controls the composition of the board of directors. Subsidiaries are
considered to be controlled if the Bank has the power, directly or
indirectly, to govern their financial and operating policies so as to obtain
benefits from their activities.

The financial statements of a controlled subsidiary are consolidated into
the consolidated financial statements, unless the subsidiary is acquired
and held exclusively with a view to subsequent disposal in the near future
or operates under severe long-term restrictions which significantly impair
its ability to transfer funds to the Group, in which case, the investment is
stated in the consolidated balance sheet at fair value with changes in fair
value recognised in the consolidated income statement.

Intra-group balances and transactions, and any unrealised profits arising
from intra-group transactions, are eliminated in full in preparing the
consolidated financial statements. 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.

In the Bank’s balance sheet, an investment in a subsidiary is stated at
cost less any impairment losses (note 2(i)), unless it is acquired and held
exclusively with a view to subsequent disposal in the near future or
operates under severe long-term restrictions which significantly impair its
ability to transfer funds to the Bank, in which case, it is stated at fair value
with changes in fair value recognised in the investment revaluation
reserve as they arise.
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(d) Associated companies

(e)

An associated company 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.

The investment in the associated company is not equity accounted for in
the consolidated financial statements as it is considered by the directors
to be immaterial to the Group. It is stated at cost less impairment losses
(note 2(i)) in the Group’s and the Bank’s balance sheets. The results of
the associated company are included in the Group's and the Bank’s
income statement to the extent of dividends received and receivable (note
2)).

Advances and doubtful debts

i. Advances to customers and trade bills are carried at amounts
advanced less payments collected, any suspended interest and
reserves for credit losses. Cash rebates granted in relation to
residential mortgage loans are capitalised and amortised to the
income statement over the early prepayment penalty period.

ii. Specific and general provisions

Provisions for bad and doubtful debts are made promptly and on a
prudent and consistent basis. Specific provisions are determined by
the directors at a level deemed appropriate to absorb expected losses
from individual accounts after taking into account the value of
collateral held. General provisions augment specific provisions and
provide cover for loans which are impaired at the balance sheet date
but which will not be identified as such until some time in the future.
Both specific and general provisions are charged to the income
statement and are deducted from trade bills, other assets and
advances to customers in the balance sheet. When there is no longer
any realistic prospect of recovery, the outstanding debt is written off.
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INTERNATIONAL BANK OF ASIA LIMITED

(e) Advances and doubtful debts (continued)

Advances on which interest is being suspended

Interest suspended on doubtful debts is netted in the balance sheet
against “Advances to customers” and accrued interest receivable in
“Accrued interest and other accounts”. Amounts received are
applied to the repayment of outstanding indebtedness, with any
surplus used to recover any specific provisions and then suspended
interest.

Repossessed assets or assets acquired under lending agreements
(“acquired assets”)

Repossessed assets and acquired assets continue to be reported as
advances if the advance has not been fully written off and the bank is
seeking recovery from both the borrower and amounts to be
generated from the repossessed assets or the acquired assets. The
advance is recorded at the expected recoverable amount and the
specific provision is adjusted. Any subsequent change in the values
of the repossessed assets or acquired assets are recorded as a
movement in specific provision. Any income derived from repossessed
assets and acquired assets is recognised as a reduction in the
advance balance.

Acquired assets where it is intended to achieve an orderly realisation
and the Bank is no longer seeking repayment from the borrower are
reclassified to other accounts. The assets acquired are recorded at
the carrying value of the advance disposed of at the date of the
acquisition less any subsequent impairment losses (note 2(i)).
Income derived from acquired assets is recognised in the income
statement.
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(f)

(g)

Finance leases
Leases under which substantially all the risks and benefits of ownership
are transferred to lessees are classified as finance leases.

Where assets are leased out under finance leases, an amount representing
the net investment in the lease is included in the balance sheet as
advances to customers. Finance income implicit in the lease payments is
credited to the income statement over the period of the leases so as to
produce an approximately constant periodic rate of return on the
outstanding net investment in the leases for each accounting period.

Investments in securities

The Group’s and the Bank’s policies for investments in securities other
than investments in subsidiaries and associated companies are as
follows:

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 which is
considered other than temporary. Provisions are recognised in the
income statement.

Profits or losses on realisation of held-to-maturity securities are
accounted for in the income statement as they arise.

i. Trading securities are stated in the balance sheet at fair value.
Changes in fair value are recognised in the income statement as they
arise. Securities are presented as trading securities when they were
acquired principally for the purpose of generating a profit from short
term fluctuations in price or dealer’s margin.
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(g) Investments in securities (continued)

(h)

Non-trading securities are stated in the balance sheet at fair value.
Changes in 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 recognised in the
income statement.

Transfers from the investment revaluation reserve to the income
statement 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.

Profits or losses on disposal of investments in securities are
accounted for in the income statement as they arise. In the case of
non-trading securities, the profit and loss includes any amount
previously held in the investment revaluation reserve in respect of
that security.

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less impairment losses (note

2(i)) and less accumulated depreciation calculated to write off the assets

over the estimated useful lives.

Leasehold land is depreciated over the unexpired terms of the leases on a

straight-line basis. Premises are depreciated at the higher of 2% per

annum or over the unexpired terms of the leases.

Furniture, fixtures and equipment are depreciated over their estimated

useful lives, which are generally between 3 to 10 years.
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(h) Fixed assets and depreciation (continued)

Certain of the Group’s leasehold land and premises have been included
at Directors’ valuation made having regard to independent professional
valuations carried out in November 1989. The surplus arising on
revaluation was credited to the revaluation reserve. Additions to revalued
premises made subsequent to the revaluation are included at cost.
Premises which have not been the subject of revaluation are included at
cost. The revaluation reserve arising from the November 1989 revaluation
was transferred to the capital redemption reserve when the Bank
redeemed its “A” and “B” preference shares in June 1991.

In preparing these financial statements, advantage has been taken of the
transitional provisions in paragraph 80 of the Statement of Standard
Accounting Practice 17 “Property, Plant and Equipment’ issued by the
Hong Kong Society of Accountants with the effect that premises have not
been revalued to fair value at the balance sheet date. It is not the
Directors’ present intention to revalue the premises in the future.

Subsequent expenditure relating to a fixed asset that has already been
recognised is added to the carrying amount of the assets when it is
probable that future economic benefits, in excess of the originally
assessed standard of performance of the existing asset, will flow to the
Group. All other subsequent expenditure is recognised as an expense in
the period in which it is incurred.

Gains or losses arising from the retirement or disposal of fixed assets are
determined as the difference between the estimated net disposal
proceeds and the carrying amount of the assets and are recognised in the
income statement on the date of retirement or disposal.
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Impairment of assets

Internal and external sources of information are reviewed at each balance
sheet date to identify indications that fixed assets, acquired assets and
investments in subsidiaries and associated companies may be impaired.

If any such indication exists, the asset’s recoverable amount is estimated.
An impairment loss is recognised whenever the carrying amount of an
asset or its cash-generating unit exceeds its recoverable amount.

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

An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. A reversal of
impairment loss is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the income statement in
the year in which the reversals are recognised.
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(j) Revenue recognition

(i)

(ii)

Interest income

Interest income and expenses are accrued on a time-apportioned
basis on the principal outstanding and at the rate applicable except
in the case of doubtful debts where interest is credited to a suspense
account which is netted in the balance sheet against the relevant
balances. Fee income and expenses are recognised when earned or
incurred.

Interest income from dated debt securities 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.

Dividend income

Dividends from listed investments are recognised when the share
price of such investments is quoted ex-dividend; and

Interim dividends from unlisted investments are recognised when the
directors of the investee companies declare such dividends; final
dividends from unlisted investments are recognised when the
shareholders of the investee companies approve the dividends
proposed by the directors at the general meeting.
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Revenue recognition (continued)

(iii) Rental income from operating leases

Rental income receivable under operating leases is recognised in 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 granted are recognised in the income
statement as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income in the
accounting period in which they are earned.

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.

Deferred taxation

Deferred taxation is provided under the liability method in respect of the
taxation effect arising from all material timing differences between the
accounting and tax treatment of income and expenditure, which are
expected with reasonable probability to crystallise in the foreseeable future.
Future deferred tax benefits are not recognised unless their realisation is
assured beyond reasonable doubt.

(m) Translation of foreign currencies

Transactions in foreign currencies during the year 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 exchange rates ruling at the
balance sheet date. Exchange gains and losses are included in the
income statement.
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(n) Cash and cash equivalents

(o)

Cash and cash equivalents comprise cash on hand, placements with
banks and other financial institutions, and short-term, highly liquid
investments that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value, having been
within three months of maturity at acquisition.

Derivatives

Derivatives refer to financial contracts whose value depends on the value
of one or more underlying assets or indices. Derivatives include futures,
forward, swap and option contracts undertaken by the Group and the
Bank in the foreign exchange, interest rate and equity markets.

Accounting for derivatives is dependent upon whether the transactions
are undertaken for trading purposes or as part of the management of
asset and liability portfolios.

i.  Derivatives used for trading purposes

Trading transactions include transactions undertaken for market
making, to service customers’ needs and for proprietary purposes, as
well as any related hedges.

Transactions undertaken for trading purposes are marked to market
and the gain or loss arising is recognised in the income statement as
trading profits or losses, after appropriate deferrals for unearned
credit margin and future servicing costs. Unrealised gains on
transactions are included in “Accrued interest and other accounts”
in the balance sheet. Unrealised losses on transactions are included
in “Other accounts and provisions”. Netting is applied where a legal

right of set-off exists.
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(o) Derivatives (continued)

The fair value of derivatives that are not exchange-traded is
estimated at the amount that the Group would receive or pay to
terminate the contract at the balance sheet date taking into account
current market conditions and the current creditworthiness of the
counterparties.

Derivatives used for asset and liability management purposes

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

A hedging relationship exists when

at inception of the hedge there is formal documentation of the
hedge;

— the hedge is expected to be highly effective;

— the effectiveness of the hedge can be reliably measured;

— the hedge is highly effective throughout the reporting period; and

— for hedges of a forecast transaction, the transaction is highly
probable and presents an exposure to variations in cash flows
that could ultimately affect net profit or loss.
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A P TR

(o) Derivatives (continued)

Interest rate swaps are also used to alter synthetically the interest
rate characteristics of financial instruments. Interest rate swaps that
qualify as synthetic alteration are accounted on an accruals basis
with the relative income and expense treated as interest income or
interest expense.

Any gain or loss on termination of hedging derivatives is amortised to
the income statement over the original life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated,
the hedging derivative is redesignated as trading and is marked to
market through the income statement. Netting is applied where a
legal right of set-off exists.

(p) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a legal or constructive obligation arising as a result of
a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate of the amount can
be made. Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the probability of outflow 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.

ANNUAL REPORT 2002 INTERNATIONAL BANK OF ASIA LIMITED 51



(q)

(r)
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FESTHEE ®

Significant Accounting Policies (continued)
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INTERNATIONAL BANK OF ASIA LIMITED

(q) Related parties

(r)

For the purposes of these financial statements, 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.

Segment reporting

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

In common with the Group’s internal financial reporting, the Group has
chosen business segment information as the primary reporting format
and geographical segment information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items
directly attributable to a segment as well as those that can be allocated on
a reasonable basis to that segment. For example segment assets may
include loans and advances to customers, investment securities, interbank
placements, premises and equipment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances and
transactions are between group enterprises within a single segment.
Intersegment pricing is based on similar terms as those available to other
external parties.

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

(s) Employee benefits
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(s) Employee benefits

Salaries, annual bonuses, paid annual leave and the cost to the
Group of non-monetary benefits are accrued in the year in which the
associated services are rendered by employees of the Group. Where
payment or settlement is deferred and the effect would be material,
these amounts are stated at their present value.

Contributions to Mandatory Provident Funds as required under the
Hong Kong Mandatory Provident Fund Schemes Ordinance are
recognised as an expense in the income statement as incurred.

The Group’s net obligation in respect of defined benefit retirement
plans is calculated separately for each plan by estimating the amount
of future benefit that employees have earned in return for their
service in the current and prior periods; that benefit is discounted to
determine the present value, and the fair value of any plan assets is
deducted. The discount rate is the yield at balance sheet date on
high quality corporate bonds that have maturity dates approximating
the terms of the Group’s obligations. The calculation is performed by
a qualified actuary using the projected unit credit method.
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Significant Accounting Policies (continued)

(s) Employee benefits (&)

54

ERFTBI BN BMRESR
BRAER 2 BERT PG
‘A ZE PN EEZF @A
TUARE L2 FHME N E
AR SR TR RRX °
fird 2 ERRAISZEN T LA
B s SZ BN M 2 3k P RERR

RAEAEERFE R 2 E
T8 - R R RERE
BiERBAaTERAMSR
RESEEE A FEE
(ABRRERAE) 210%.2#
BT - ZBHR2EE 2
BE 2T H it TIEF
HINTE R R AER © DA -

BEER T THER -

fisd Pt B 2 N B R0F 5
RAE ERCEEER
PMERRFER IS E BB K8
ERTS AR A A Ko 51 81 2 (E ]
BREFRENKTEZ AR
IR 2 MFH -

RIERHE (REE) AEHE
AR EAER I EASRE
B AR IEAG 8 et 81 A
A] BEIREN) B REEURT B B T
IAHERR ©

INTERNATIONAL BANK OF ASIA LIMITED

(s) Employee benefits (continued)

When the benefits of a plan are improved, the portion of the
increased benefit relating to past service by employees is recognised
as an expense in the income statement on a straight-line basis over
the average period until the benefits become vested. To the extent
that the benefits vest immediately, the expense is recognised
immediately in the income statement.

In calculating the Group’s obligation in respect of a plan, to the extent
that any cumulative unrecognised actuarial gain or loss exceeds ten
percent of the greater of the present value of the defined benefit
obligation and the fair value of plan assets, that portion is recognised
in the income statement over the expected average remaining
working lives of the employees participating in the plan. Otherwise,
the actuarial gain or loss is not recognised.

Where the calculation of the Group’s net obligation results in a
negative amount, the asset recognised is limited to the net total of
any unrecognised actuarial losses and past service costs and the
present value of any future refunds from the plan or reductions in
future contributions to the plan.

Termination benefits are recognised when, and only when, the Group
demonstrably commits itself to terminate employment or to provide
benefits as a result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of withdrawal.
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ME WA
Interest income

REE
The Group

—EBE-F —TT—F

2002 2001

FET FE T

HK$'000 HK$'000

EWREZFBWEA Interest income on listed investments 80,580 90,186
FEEMEE 2F B A Interest income on unlisted investments 68,956 63,830
H A F B A Other interest income 980,826 1,554,107
1,130,362 1,708,123

Hih&EEWA
Other operating income
wE
The Group

—EET_f —ZTT—F

2002 2001

FET FETT

HK$'000 HK$'000

ERMASKA Fees and commission income 146,833 139,130
B BRRAEE WM Less: Fee and commission expense (32,137) (25,399)
ERRESRAFERE Net fee and commission income 114,696 113,731
EmEEZRBWA Dividend income from listed investments 1,160 955
JEEMEE 2R B A Dividend income from unlisted investments 2,630 1,808
HNEE 32 5 A Gain on dealing in foreign currencies 8,821 12,154
BHEEXSHEA Gain on dealing in trading securities 1,922 0
TEBREEEZER Loss on disposal of fixed assets 0 (1,406)
el A Rental income 12,313 10,867
Eih Others 9,698 3,744
151,240 141,853
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EEXH

Operating expenses

TELEXXHFEIMT :

The major items which comprise operating expenses are as follows:

wE
The Group
—EE-F —ET—F
2002 2001
TET FAT
HK$'000 HK$'000
B BB A Staff costs
E R RGT B Contributions to defined
contribution scheme 283 380
T FR AR A ET &l 2 i Defined benefit scheme expense
(K17£33) (Note 33) 11,264 11,479
RARAAR Retirement costs 11,547 11,859
e Rk E A Salaries and other staff costs 213,799 225,800
225,346 237,659
5 b EE |2 H b & FE B Premises and other fixed assets
—FEiERS — Rental of premises 17,799 20,424
— e — Depreciation 53,606 47,354
— E A — Others 14,150 14,416
1% 5B B & Auditors’ remuneration 1,353 1,673
Hih g EX B Other operating expenses
—XEBHERE — Business promotion 21,493 46,097
—EEERER — Legal & professional fee 13,980 8,238
— BB R — Communication 16,485 16,539
—BEFENEENEKNES — Electronic data processing
and computer systems 54,587 50,145
— Hfth — Others 38,066 44 681
456,865 487,226
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(a)

EEM=

Directors’ remuneration

RIBEE B R B &P F161{5ER
ERBZEEMERLBLOT ¢

(a)

The aggregate remuneration of the directors disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as follows:

RE

The Group
—¥B-F —_FTT—F
2002 2001
FET FATT
HK$’000 HK$’000
B0 Directors’ fees 3,355 564
[ & & H th = AL Basic salaries and other allowances 14,823 15,219
RNE K Contributions to pension scheme 984 934
BB TEAT Discretionary bonuses 1,981 6,118
21,143 22,835

RNEEEMNREMNBZIENITE
=244 1,290,666/ 7T (=
TZT—4 : 2,030,067 7T) A
EEFeA -

REBMEBEE LS EENOAED
T

(b)

Included in directors’ remuneration were emoluments of HK$1,290,666
(2001: HK$2,030,067) paid and payable to the independent non-
executive directors in respect of the year.

The number of directors of the Bank whose total remuneration fell within
the following defined bands are as follows:

&
The Group

—EE-F —ZTT—F

2002 2001

4% — 1,000,000/ 7T HK$nil - HK$1,000,000 8 10
1,000,001 7T — 1,500,000/ 7T HK$1,000,001 — HK$1,500,000 0 1
5,000,001% 7t — 5,500,0007% 7T HK$5,000,001 — HK$5,500,000 0 1
5,500,001 7t — 6,000,000% 7T HK$5,500,001 — HK$6,000,000 1 0
11,000,001 7t — 12,00,0007% 7T HK$11,000,001 — HK$12,000,000 0 1
12,500,0017% 7t — 13,000,0007% 7T HK$12,500,001 — HK$13,000,000 1 0

ANNUAL REPORT 2002 INTERNATIONAL BANK OF ASIA LIMITED 57/



FMES AL
Individuals with highest emoluments

(@) AEEHFMES 25 ALF -
201 (ZFT—F : 26) RARTT
ZEER - EHMERHERE
AT S 2 3L (ZTT—F

(a) Among the five individuals whose emoluments were the highest in the
Group, two (2001: two) were directors of the Bank whose emoluments
are disclosed in note 6. The agggregate emoluments of the remaining
three (2001: three) highest paid individuals were as follows:

) AL ZESBEEMT ¢
—¥F-F —FT—F
2002 2001
F& T T&T
HK$’000 HK$'000
JEE & & H fth AL Basic salaries and other allowances 7,814 7,444
RRET B 5K Contributions to pension scheme 623 587
TE4L Bonuses 1,863 978
10,300 9,009

(b) AEEFMMZE= 236 (ZZZ— (b) The number of the three (2001: three) highest paid non-director
F 3 FESEEZ MR

employees of the Group whose total emoluments fell within the following

AEAMHIT - defined bands are as follows:
—EE_f —TT—F
2002 2001
FTERT TE T
HK$'000 HK$000
2,000,001 7t — 2,500,000 7T HK$2,000,001 — HK$2,500,000 0 1
2,500,001 7t — 3,000,000 7T HK$2,500,001 — HK$3,000,000 1 0
3,000,001 7t — 3,500,0007% 7T HK$3,000,001 — HK$3,500,000 0 1
3,500,0017% 7t — 4,000,000/ 7T HK$3,500,001 — HK$4,000,000 2 1
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TR R RIRE AR
Charge for bad and doubtful debts

RE
The Group
—¥F-F —FT—F
2002 2001
FTHET FA&T
HK$’000 HK$'000
—REES General provision
—B 228 (fi19) — Trade bills (Note 19) 30 19
—REER (Kit20) — Advances to customers (Note 20) (37,846) 63,127
(37,816) 63,146
Rl EE & Specific provision
—BFERZFEREES — Net specific provision on advances
FE (B at20) to customers (Note 20) 376,791 169,029
338,975 232,175
RERFTBSEERFE
Impairment losses on investments and acquired assets
RE
The Group
—¥F-F —FTF
2002 2001
FET FA&T
HK$’000 HK$'000
& EEER Write back of impairment loss
on investments (3,471) 0
FIiSEEREEE Impairment loss on acquired assets 35,734 5,760
32,263 5,760
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QS HERBRLFZIAMRFSFEETREIE S 2 WS Rl EE
Gains less losses from disposal, redemption or transfer of held-to-
maturity and non-trading securities

rEH
The Group
—EE-fF —ET—F
2002 2001
THET FHET
HK$’000 HK$'000

s Sk E S E R SR
FREEEARESY
BB

BRHEZIMBHEE
BIEBEARESY
FRERFH

M=ZZT—4 » 3,440,000,000/ 7T 2
BEIMRERFCERAIERIEE
ERBNREES - REBB(GET
ERERDFE24EBHFIREGNA] -
] §7 B & % 37 F1) /1 29,000,0007% It 2
REE AR ESRANER - M S E
F21,500,000/8TE A (ZE2E—F
26,500,000/ 7T) IR E IR A o
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Net realised gain on disposal or redemption

of held-to-maturity

and non-trading securities 170,355 103,549
Net unrealised gains from transfer of

held-to-maturity securities to

non-trading securities 0 28,628

170,355 132,177

In 2001, HK$3,440 million of held-to-maturity investment securities were
transferred to non-trading investment securities. The attributable unrealised
gain of HK$29 million was recognised in the income statement at the date of
transfer in accordance with Hong Kong Statement of Standard Accounting
Practice 24 “Accounting for Investments in Securities”. Of this amount,
HK$1.5 million has subsequently been realised on disposal in 2002 (2001:
HK$26.5 million).
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(a)

1 BiE

Taxation

REF B W R Z BRI

(a)

Taxation in the consolidated income statement represents:

RE
The Group

—EE-F 2T —F

2002 2001

FE T FATT

HK$’000 HK$’000

FREZEBNGHER Provision for Hong Kong Profits Tax

for the year 5,053 37,087
RBEFE 2B EHE Over provision in respect of prior years (8,523) (25,402)
1B GER) X Taxation (credit)/charge (3,470) 11,685

EEFNBRIZFAMGERT G
TR E16% (ZFZ—F : 16%)
ey - —_ T —FR_TT—
F+-_A=+—HZEEHES
FERNREEFBZIRE ©

REEREBER (BREEANER
HAdtk B R [EARE RERS])
Mz BIAE

(b)

Hong Kong Profits Tax has been provided at the rate of 16% (2001: 16%)
on the estimated assessable profits for the year ended 31 December
2002. The amounts of unprovided deferred tax liability as at 31
December 2002 and 2001 are not material.

Taxation in the balance sheets, which is included in “Accrued interest
and other accounts” and “Other accounts and provisions”, represents:

wE
The Group
—2E-F —FTT-F
2002 2001
FET FAT
HK$’000 HK$'000
FEZHEBNEGHER Provision for Hong Kong Profits Tax
for the year 5,053 37,087
BB E R SR Provisional Profits Tax paid (7,629) (17,318)
(2,576) 19,769
R A F 2 1S B E A R Balance of Profits Tax provision relating
to prior years 300 300
(2,276) 20,069
HAEFMEH UK E Hong Kong Profits Tax recoverable (4,608) (877)
BAFETHER Provision for Hong Kong Profits Tax 2,332 20,946
(2,276) 20,069
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1 BB )
Taxation continved)

4R AT
The Bank
—EB-F _—TIT—F
2002 2001
FET FA& T
HK$’000 HK$'000
FEBEE Provision for Hong Kong Profits Tax
M 1F T for the year 67 24315
EENEZE T Provisional profits tax paid (4,622) (7,658)
BENFH Hong Kong Profits Tax
(Y mE) s (recoverable)/provision (4,555) 16,657
2 Hﬁ/%\
Dividends
FEEGRE Dividends attributable to the year
RE
The Group
—¥F-F —FTF
2002 2001
FET FA&T
HK$’000 HK$'000
25K H H R S &k 4.001L Interim dividend declared and paid of
(Z2Z=—F : 4.001L) 4.00 cents (2001: 4.00 cents) per share 46,886 46,886
RZETE=F-_A -+ HHBEH Final dividend, proposed on
Ik 3% 2K 2 A% 2. = % 8.0011L 25 February 2003, of 8.00 cents
(ZZ2EZ2—F: RZZE_F (2001: proposed on 7 February 2002,
At HAEZIKESRKR7.00ML) of 7.00 cents) per share 93,773 82,051
140,659 128,937
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BB @)
Dividends (continueq)

EF-HRFENFRRBNRIKEZE

Dividends attributable to the previous financial year, approved and paid during

HRE : the year
RE
The Group
—¥B-F —_FTT—F
2002 2001
FET FATT
HK$’000 HK$’000
U BREFERFABAR Final dividend in respect of the previous
Ik B 2 R B A% B & 3% 7.001L financial year, approved and paid during
(ZFEZ—4F : 500L) the year, of 7.00 cents
(2001: 5.00 cents) per share 82,051 58,608

3 EREF
Earnings per share

BRREF Ty iR A & F 225,338,000/
JL(ZZZ—4F : 295,338,000/ 7T) &
REANE #7177 1,172,160,0008% (=
TT—4 : 1,172,160,0008%) 5t & o
RITWRAEMAI LI BARER - H
WES Al H IR AL EE LA B B R A R E
REE s ZE -

4 B A5 R

Earnings per share are calculated on earnings of HK$225,338,000 (2001:
HK$295,338,000) and on 1,172,160,000 (2001: 1,172,160,000) shares in
issue during the year. There were no convertible loan capital, options or
warrants outstanding which would cause a dilution effect on the earnings per
share.

Profit attributable to shareholders

A IR E(R G R B IR IR 1T B S 4R
£ A R 2 % F1219,423,0005 7T (=
T T —4F : 220,709,226/ 7T) ©

The consolidated profit attributable to shareholders includes a profit of
HK$219,423,000 (2001: HK$220,709,226) which has been dealt with in the
financial statements of the Bank.
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5 &3t 2 W

Change in accounting policy

RBEFE - RIBEBRMEARE S
ZET 81K B 2 AT IR & A DA e AT R
RRFE 2 Bt REE EERRIR
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SAEBEADEIMEIE TR/AI 24K
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FEL(S) FRAFTER - R RALLIR S
SHIRER - ANERITIR AN E 2 a8 )3 0
398,000 7T * MR BT _F+=
A=t —HZEEFENEM
16,964,000/ 7T °

FA - REBNZ BUEREIZEN
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REMLEET

6 7REHR
Segment reporting

DIRE R TIIR IR 7N 68 18 O 2675 2 [ 35
DERE - HNEE 2 2HEB AR
EEPEFEE—REA - XHEOE
BRER/EABEHA -

RRITREMB AR 2 TEXB KR
TREREB IV BRE - HEEE
EBETRER/RIT2TERITES
ERREEABRESER - TERT
EBIZER/ERFARY - EEK
BLREMBEER - ABRESERA
BREMARDERE  EWEEMH
BREANREE - ERREBERE
BERERERREERY - £XR
TEBREESRE  EEERRE
EEEES - RERTEHKI2EHE
RPITZRLANRITERS - EFEE -
BEERFRRY - MEEHEE
SNERZ IR RFARAMEE 2P RE
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In prior years, the regular cost of providing retirement benefits under defined
benefit retirement plans was charged to the income statement over the
expected service lives of the members of the plans on the basis of level
percentages of pensionable pay. With effect from 1 January 2002, in order to
comply with SSAP 34 “Employee benefits”, the Bank adopted a new policy for
defined benefit plans as set out in note 1(s). As a result of the adoption of this
accounting policy, the Bank’s profit for the year has been increased by
HK$398,000 and the net assets as at 31 December 2002 have been
increased by HK$16,964,000.

The effect of adopting the new accounting policy has been adjusted to the
opening balance of the retained earnings for the year. No restatement of other
comparative information has been made.

Segment information is presented in respect of the Group’s business and
geographical segments. Business segment information is chosen as the
primary reporting format because substantially all of the Group’s business is
attributable to a single geographical segment, Hong Kong.

The Bank and its subsidiaries are principally engaged in the provision of
banking and related financial services. Consumer Finance mainly comprises
of the bank’s retail banking, hire purchase and credit card businesses. Retail
banking mainly comprises of deposit account services, residential mortgage
and other consumer lending. Hire purchase lending includes both personal
and corporate equipment, auto and other consumer leasing contracts and
lending. Credit card business comprises of merchant acquiring and provision
of credit card advances. Corporate Banking business covers trade financing,
syndicated loans and other corporate lending. Investment Banking activities
mainly comprise of private banking activities, securities brokerage, unit trusts
and insurance services. Treasury activities are mainly the provision of foreign
exchange services and centralised cash management for deposit taking and
lending, management of trading securities, execution of management’s
investment strategies in money market investment instruments and the overall
funding of the Group. Unallocated items mainly comprise of the central
management unit, management of investments in securities, premises and
property management and other activities which cannot be reasonably
allocated to specific business segments.
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6 7EEM™ @
Segment reporting (continuea)

7S 3
The Group
£
HEEE  LE¥RT RERO E1
Consumer  Corporate  Investment iBE  TRABER  Inter-segment &7
Finance Banking Banking iMreasury  "Unallocated  Elimination  Consolidated
k- Jad 2 2002 TEn TEn TEn TEn TEn TEn TEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RENARPHEHA Interest income from external customers 661,524 153,529 27,840 275,650 11,819 0 1,130,362
BYHRERFIER Interest expense to external customers (286,407)  (37,044)  (18737)  (56,360) (3,438) 0 (401,986)
BEBMA Inter-segment income 278,954 5,530 8,888 0 20,736 (314,108) 0
BEBTH Inter-segment expense ! (74199)  (62,532) 0 (177,37) 0 314,108 0
FHEMA Net interest income 579,872 59,483 17,991 41913 29,117 0 728,376
RENREF Other operating revenue
EtEERF from external customers 84,807 20,933 52,957 14,067 10,613 183,377
EERA Operating revenue 664,679 80,416 70,948 55,980 39,730 911,753
ERGES Fees and commission expenses (32,137)
EERA Operating income 879,616
EEYTH-NE Operating expenses - depreciation (16,087) (187) (3,952) (577)  (32,803) (53,606)
BENFERT Segment result before provisions 330,875 31,524 30,199 42,799 (12,646) 422,751
BXBERIER Inter-segment transactions ! 34,269 1,345 7,104 776 (43,494) 0
RERNCERR/ Profit / (lss) from operations
(B8) before provisions 365,144 32,869 37,303 43,575 (56,140) 422,751
ERERRREE Provision for bad & doubiful debts (285,205)  (51,488) 88 45 (2,415) (338,975)
RERMEEEZRESE  Imparmentloss on investments
and acquired assets (16,231) (18,190) (1,313) 0 3471 (32,263)
ME - BEE (Gains less losses from disposal,
BRBRIHR redemption or transfer of
FREEERGY held-to-maturity and
FrlhanEE non-rading securties 0 0 0 170,355 0 170,355
BHAET / (58) Profit/ (loss) before taxation 63,708 (36,309) 36,078 213,975 (55,084 221,868
*BEE Segment assefs 10,811,255 4,535,649 976,333 14,906,634 31,229,871
AABBE' Unallocated assets 1,082,614
BEE(TRERPARE  Total assets (excluding iabilities of
CEERR) customers for engagements) 32,312,485
£B8E Segment liabilities 18,855,759 1,767,603 17318640 6,379,727 28,321,729
AABAET Unallocated liabiliies” 224,821
aak Total liabilities 28,546,550
EERER Capital expenditure incurred
% during the year 13,857 5,742 1,239 19,106 39,944
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Notes to the Financial Statements

6 THEER @

Segment reporting (continue)

A5H
The Group
‘ BxK
HBEE 0B RERA 8
Consumer ~ Corporate Investment e IRDBEE  Inter-segment a%
Finance Banking Banking "Mreasury ~ "Unallocated ~ Elimination  Consolidated
“3%3-F 2001 TEL TET Thn TEL TEL TER TEL
HK$'000 HK$ 1000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$ 1000
BENAEPHEHA Interest income from external customers 922136 280,648 42257 454733 8,349 0 1708123
BINREEFIETH Interest expense to external customers (687,866) (97,032) (3731)  (105375) (22.465) 0 (949,969)
BRBMA Inter-segment income! 478501 3804 12929 0 %408 (593692) 0
BEEYM Inter-segment expense (120731)  (123,603) 0 (349,358) 0 593,692 0
FREMA Net interest income 592,040 63,367 17.9% 0 84292 0 758 154
RENRER Other operating revenue

EeERA from external customers 88375 22622 40,574 13478 2203 167,252
EERH Operating revenue 680415 86,489 h8,529 13478 86495 925,406
ERRAET L Fees and commission expenses (25,399)
EEBRA Operating income 900,007
BENM-1TE (Operating expenses - depreciation (14,707) (252) (3300) (341) (28754) (47,354)
BENEERT Segment result before provisions 330,79 29,659 19408 8,369 24,546 412781
EBEEEIRIRE Inter-segment transactions ! 17,636 1,602 5597 703 (25,588) 0
BENGERR/ Profit/(oss) from operations

(B8) before provisions 348485 31,261 25,005 9072 (1,042) 412781
ZERAERE Provision for bad & doubful debts (131,201) (94,818) (4.818) 45) (1,293) (232,179)
FERFEEEZHESRE Imparmentloss on acquired assets (5,760) 0 0 0 0 (5,760)
HE BEREEZ (Gains less losses from disposal,

RENHREREES redemption or transfer of held-o-

B EFNRHEE maturity and non-irading securities 0 0 0 132,177 0 132,177
BHagH/ (B8 Profit(loss) before taxation 211524 (63,557) 20,187 141,004 (2335) 307,003
£BEE Segment asses 11510494 4944248 977873 9,506,755 26,939,370
ADBEET Unallocated assets ' 1222476
GEE(TRERPAE  Total assets (excluding libiliies of

ZHREH) customers for engagements) 28,161,846
E3 50 Segment liabilties 18,257 446 2,003,025 1,070,967 2421579 23813017
AABAET Unallocated liabilies 693,563
aafk Total liabilities 24,506,580
EERER Capital expenditure incurred

X during the year 153,868 14246 2,184 27392 198,290
66 INTERNATIONAL BANK OF ASIA LIMITED ANNUAL REPORT 2002




6:%@?%*#%5

Segment reporting (continuea)

BEFIE B RBAG TN 2BE
fERFRAE(E -

RRES

i. RHOMEEEEERH

o ZEB S RW
b
g

i
EEZFBMA -
S¥5 - ATRIBERRABH
BUARESMX - ATHEHA
BMFBX S - ERAREERY
EEMA - KR RERRHBNE
W2 i -

ji. MEILH-ZTZT—FHXNAFL
EBETT_F7HHEPL  E
IEBEEBEZFSMARS HEES
MEBMUATREESIE - RZF
T—F - BEBHAAFEWRA
SFRERTAREMELA - MR=F
TF - BEBPHESKAFTA
TS HE AR ELEA - B
EHUNRFHRZBPIEBEEE
EZFEPAFE - HE - EE
SEEIHEIRIEREER
Fik 2 & 5 BB 18 2 L B8R
F/5132,177,000/ T (BIEE R
DEEBKN)ERFEBEE £LE
#H o

B E
BEEOEZENERREMNBARZE
BEXRBAEME  JIRAERSEE
R EEARZABRITOITMNE - &
PREREBEME TARE -R-F
T—FR-_TT_F AEEZHE
B B2 B B At At R IR IR B Y
RBTHB AR RDITARZBEM
EAE - RIR{TEHRI0%ME ERMLRN
BB HER AT R BEMH R B R E
ARF - MAGBNEESERLRE
BN AT BEAT) AR REAR
=10

Inter-segment pricing is based on similar terms as those available to other
external parties.

i. Unallocated items mainly comprise of interest income derived from
shareholders’ funds not used by the business segments, staff housing loans
and the related interest income and funding costs, staff deposits and the
related interest expenses and the head office premises, furniture, fixtures and
equipment and the related depreciation.

iii. Treasury was changed from a cost centre in 2001 to a profit centre in 2002.
As a result, inter-segment interest income and expense were allocated on a
different basis in the two years. In 2001, all net interest income earned by
Treasury was allocated to the business segments. In 2002, Treasury’s funding
costs were allocated to the business segment based on market rates but
Treasury retained any net interest income earned from its activities. The
comparative figure for the gain less losses from disposal, redemption or
transfer of held-to-maturity and non-trading securities of HK$132,177,000,
which was included in the unallocated items was restated to be included in
the treasury segment.

Geographical segments

The geographical segment is analysed based on the locations of the principal
operations of the subsidiaries or on the location of the branches of the Bank
responsible for reporting the results or booking the assets, the location of
customers and the location of the assets. For both years 2001 and 2002, all of
the Group’s revenue and profit before taxation were generated by assets
booked by the principal operations of the branches and subsidiaries of the
Bank located in Hong Kong. More than 90% of assets were either located in
Hong Kong or were extended to companies and individuals domiciled in Hong
Kong. The balance of the assets were extended to companies and individuals
domiciled outside Hong Kong, mainly in China.
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Short term funds

A%H 35
The Group The Bank
Z¥%=F _—TT- Z¥¥=F _—TT-
2002 2001 2002 2001

TER THET TER THER
HK$'000 HK$'000 HK$'000 HK$'000

RITNEM e REELST Balances with banks

and other financial institutions 153,055 51,729 152,547 51,527
BAREBER Money at call and short notice* 6,395,418 5,147,202 6,395,418 5,147,202
HES (BEMNEEERR) Treasury bills (including

Exchange Fund Bills) 5,568,065 0 5,568,065 0

12,116,538 5198931 12,116,030 5,198,729

* OEAREETFERARKREER—MEA *  Money at call and short notice represents deposits of up to a maximum of 1-
BIHA 2 FF 3K o month maturity from the balance sheet date.

Bl % AR R R RERTTEETT © Treasury bills are issued by central governments and central banks and are
WAIEMEER - BEEESH 228 unlisted. The analysis of treasury bills is as follows:
M

x& AR
The Group The Bank
ZBE-F _—TT-F CZBRIE _"ITTF
2002 2001 2002 2001

TR TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

BEH Treasury bills
—EEERZ — Trading 1,699,190 0 1,699,190
—FEEERR - Non-trading 3,868,875 0 3,868,875

5,568,065 0 5,568,065 0

68 INTERNATIONAL BANK OF ASIA LIMITED ANNUAL REPORT 2002



7 EHEE @
Short term funds continvea)

N FREASZEEGEXRBHES4 The maturity profile of treasury bills included above and analysed by the
TRRZIEIE 2 FISAHAMR 215 2 HAfR4E  remaining period at the balance sheet date to the contractual maturity date is
RN : as follows:

& KR
The Group The Bank
“¥%-F _—TT-F CZ¥BE _—ITT-F
2002 2001 2002 2001

TEL TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

= Y BYN i = 3 months or less but not
repayable on demand 5,221,050 0 5,221,050
—FUTHZEANE 1 year or less but over 3 months 347,015 0 347,015

5,568,065 0 5,568,065 0

8 —Z+ @A B ZRITR EHRK
Placements with banks maturing between one and twelve months

BEEHEAXGIREEE 2 F#E  The maturity profile analysed by the remaining period at the balance sheet
MR &l 5 < HAPR 4B 7 date to the contractual maturity date is as follows:
X5H KRBT
The Group The Bank
Z8%-F _"TT-F CZBRE _—ITTF
2002 2001 2002 2001
TERT THEL THER FTHEL
HK$’000 HK$'000 HK$'000 HK$'000
AR TE—REANE 3 months or less but over 1 month 558,358 710,475 558,358 710,475
—ENTHE=EANE 1 year or less but over 3 months 176,672 0 176,672 0

735,030 710,475 735,030 710,475
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Trade bills less reserves and certificates of deposit

A%H 35
The Group The Bank
Z¥%=F _—TT- Z¥¥=F _—TT-
2002 2001 2002 2001

TER THET TER THER
HK$'000 HK$'000 HK$'000 HK$'000

2525 Trade bills 13,900 9,538 13,900 9,538
A RERE Less: General reserves (91) (61) (91) (61)
13,809 9,477 13,809 9,477

RFE Certificates of deposit
—JLETW FHEEERR — unlisted, non-trading 277,411 345,499 277,411 345,499

291,220 354,976 291,220 354,976

REBEBESHETAEEBA 2 FEAH  The maturity profile analysed by the remaining period at the balance sheet
MR8l 5 < HAPR 4B 7l date to the contractual maturity date is as follows:
r5H RE 1T
The Group The Bank
—BF-F _TT-F ZBE-F _TTF
2002 2001 2002 2001
THER THEL THER THT
HK$'000 HK$'000 HK$’000 HK$'000
BV 38 50 Repayable on demand 0 910 0 910
=EANATHE 3 months or less but not
ETARER repayable on demand 43,900 28,859 43,900 28,859
—FEUTH=Z@ANL 1 year or less but over 3 months 153,425 19,980 153,425 19,980
AFUATHE—FNE 5 years or less but over 1 year 93,986 305,288 93,986 305,288
EIHAH Undated 0 0 0 0

291,311 355,037 291,311 355,037
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Trade bills less reserves and certificates of deposit ontinuen)

RIEEFEE — —#8 - Movements in reserves for doubtful debts — General:
rEH K17
The Group The Bank
“22-Ff _"TT-F CZBE-F _—TT-F
2002 2001 2002 2001

TER TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

R—A—8 At 1 January 61 42 61 42
FRFRE (HES) Charged during the year (Note 8) 30 19 30 19
R+=ZA=+—H At 31 December 91 61 91 61
0 &F ERHER
Advances to customers less reserves

N3 | N i)

The Group The Bank
“R%-F —FT-F -BB-F —FTF
2002 2001 2002 2001

TER TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

EEEHR Advances to customers 15,161,583 16,730,081 12,783,264 14,407,813
RIRER Reserves for doubtful debts
-— & - General (129,455) (167,301) (108,091) (167,301)
— 57l — Specific (70,699) (178,620) (46,161) (170,850)

14,961,429 16,384,160 12,629,012 14,069,662
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Advances to customers less reserves (continved)

REERESA:TREIE A 2 FesHl  The maturity profile analysed by the remaining period at the balance sheet
fREl 5D 2 HARZE B date to the contractual maturity date is as follows:
rEE RRT
The Group The Bank
“EE-F _—TT- “EE-f _—TT-
2002 2001 2002 2001
THER TET TET FTET
HK$'000 HK$'000 HK$'000 HK$'000
LS Repayable on demand 1,003,297 1,175,839 992,554 1,165,515
=EA T 3 months or less but not
& BN R repayable on demand 1,703,514 1237410 1,389,195 931,965
—EPTHE=EAMNE 1 year or less but over 3 months 1,838,818 1,798476 1,070,302 1,038,638
AENTE—FUE 5 years or less but over 1 year 4,722,613 5,399,406 3,757,959 4,443,250
BBALE Over 5 years 5,583,238 6,225,127 5,341,399 6,003,734
EEHAH Undated 310,103 893,823 231,855 824,711
15,161,583 16,730,081 12,783,264 14,407 813
RIFEFGEE — — 8 - Movements in reserves for doubtful debts — General:
rEE ARAT
The Group The Bank
—BF-F _TT-F ZBE-F _TTF
2002 2001 2002 2001
TET FTExT TER FTET
HK$'000 HK$'000 HK$'000 HK$'000
Rn—A—H At 1 January 167,301 104,174 167,301 104,174
FN(BE) /(TS (Written-back)/Charged during
the year (Note 8) (37,846) 63,127 (59,210) 63,127
R+=-A=+—8H At 31 December 129,455 167,301 108,091 167,301
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Advances to customers less reserves (continved)

RIREEEE) — R Movements in reserves for doubtful debts — Specific:
rEH K17
The Group The Bank
“22-Ff _"TT-F CZBE-F _—TT-F
2002 2001 2002 2001

TER TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

R—A—H At 1 January 178,620 383,196 170,850 373,365
WEZRANFFHE Net charge to income statement
- EES — New provisions raised 389,352 194,050 336,557 181,472
—ABEFEEMIRER 2 HE ~ Recoveries of advances written

off in previous years (12,561) (25,021) (12,340) (25,015)

376,791 169,029 324,217 156,457

ik %8 Amounts written off (484,712) (373,605) (448,906) (358,972)

W+=—A=+—8” At 31 December 70,699 178,620 46,161 170,850

EREESETEZERIIKRS XL The specific provisions were made after taking into account the value of
170,226,8388 gt (ZEF — 4F : collateral in respect of such doubtful debts totalling HK$170,226,838 (2001:
535,531,125 7T) MY H mEE ° HK$535,531,125).

FEBRIRES : Movements in interest suspended:
x5E KRBT
The Group The Bank
“¥%-F _—TT-F CZ¥BE _—ITT-F
2002 2001 2002 2001

TER TRT TER TET
HK$'000 HK$'000 HK$'000 HK$'000

R—B—H At 1 January 93,497 88,122 93,497 88,122
FRF B HIR Interest suspended during the year (59,240) 5,375 (59,240) 5,375
R+-A=1+—8H At 31 December 34,257 93,497 34,257 93,497
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0 EFEFNRBES o
Advances to customers less reserves (continved)

FEBESEIEE2:t 2 Em4%  Total advances on which interest is being placed in suspense or on which
(ITMEITEHER]) : interest accrual has ceased (“Non-performing advances”):

TETEHNEFTMZEEZFE#E 2  The non-performing advances, together with the aggregate amount of specific
BRI e EE M RITRTIEE A KRG reserves held and amount of collateral held in respect of such advances are
BEET : as follows:

N |
The Group
“EECF —TT- E
+=A=+-—-H +ZA=+—
As at As at
31 December 2002 31 December 2001
THER B! TET B!
HK$'000 %! HK$'000 %!
TEITAENER? Non-performing advances?
EEERH - Rescheduled 8,694 0.06 33,550 0.20
—Hf - Others 253,698 1.67 804,218 481
262,392 1.73 837,768 501
RABITANED Amount of specific reserves held
2R R EREE against non-performing
advances 55,735 164,379
RABIANES Amount of collateral held in
ZERRERE? respect of non-performing
advances® 168,516 529,647
224,251 694,026
7l S BRIk Amount of interest suspended 59,240 93,497

. EARFERLEZANL o 1. As a percentage of gross advances to customers
. FBIRFE 2. Net of suspended interest.
3. eAEEHTKESERAFAKEz 3. Including expected recoveries of HK$11.73 million (2001: HK$16.76 million)
11,730,000 7T (ZFZ—4 : 16,760,000 from companies in liquidation.
BIL) o
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Advances to customers less reserves (continved)

AMERE Finance leases
IR EHERZLYFAME T A A2z Included in the Group’s advances to customers are amounts due from lessees
HEMAZTFEER - under finance lease contracts.
RE
The Group
—EE-F _—ZTT—F
2002 2001
FET FAT
HK$'000 HK$'000

EEEEENBSE Total minimum lease payments due:

——FNT — Not later than one year 1,072,072 938,338

——EDEHEREUT — Later than one year and not later

than five years 993,103 936,999
—HFENE — Later than five years 464,052 294,625
2,529,227 2,169,962

1R R R 2 R HR Unearned finance income relating to

BEMRA future periods (547,868) (303,608)

1,981,359 1,866,354
REEFES Provision for doubtful debts 0 (7,770)
TREFGER Unguaranteed residual value (2) (2)
REMEEFAEE Present value of the minimum
lease payments 1,981,357 1,858,582

REREFEFRBPITIWEE]SZF@FE The Bank did not enter into any finance lease contracts during this year and
BEHEZEA o the prior year.
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Advances to customers less reserves (continved)

BB RERAEERAEENEREL4E  The maturity profile of the present value of the minimum lease payments

A before provisions is as follows:
A%
The Group
—¥B-F _—FT—F
2002 2001
THET T
HK$’000 HK$'000
—F PR Not later than one year 882,150 812,796
—FLAEERFAUT Later than one year and not later
than five years 804,650 828,211
HEE Later than five years 294,559 225,347

1,981,359 1,866,354
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Investments
N | AR
The Group The Bank
—2%-f _"TT-F ZBE-F _TTF
2002 2001 2002 2001
THER TAEL THER FTAEL
HK$'000 HK$'000 HK$'000 HK$'000
EBHERE Investments in securities
FBEEERENRSZATE Non-trading securities at fair value
REE LT Listed in Hong Kong

—E% — debt 449,685 2,544,670 449,685 2,544,670

— R — equity 31,094 44091 30,908 43,305
LM Unlisted

—E% — debt 1,279,277 753,298 1,279,277 753,298

— R — equity 20,941 22,384 20,941 22,384
NE Sub-total 1,780,997 3,364,443 1,780,811 3,363,657
FEEERENBS2ATEY Trading securities at fair value*

—E% — debt 7,331 0 7,331 0
NET Sub-total 7,331 0 7,331 0
aE Total 1,788,328 3,364,443 1,788,142 3,363,657
mE Market value
RE®BEM Listed in Hong Kong

- BBEF — debt securities 449,685 2,544,670 449,685 2,544,670

- RAFEH — equity securities 31,094 44,091 30,908 43,305

Y REEERAZRNESFENAEL ¢
MIRE W ALEERET - HR
REFATHE-FNUE -

Trading securities are all unlisted, issued by public sector entities, and mature
in less than 5 years but over 1 year.
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Investments (continuea)

FREEEREMESBHNATEESE  The non-trading securities are issued by:

T ¢
x5H R 4T
The Group The Bank
BB _—TT-F CZBRIE _"ITTF
2002 2001 2002 2001
THER THEL THER FTHT
HK$'000 HK$'000 HK$'000 HK$'000
H R AT Central governments and
RHRET central banks 449,685 2,739,620 449,685 2,739,620
INY Public sector entities 455,779 0 455,779 0
RITREAM Banks and other
SREE financial institutions 476,772 155,459 476,772 154,673
% Corporate entities 398,761 469,364 398,575 469,364
1,780,997 3,364,443 1,780,811 3,363,657
REBBZEAHETREEBE ZFERE  The maturity profile of debt securities analysed by the remaining period at the
RE D 2 EBESFEHARAE R balance sheet date to the contractual maturity date is as follows:
AEE NS
The Group The Bank
“88-f _—TT-F CZBBZF _TT-F
2002 2001 2002 2001
TER FTHET THER THET
HK$'000 HK$'000 HK$'000 HK$'000
Z@EANT 3 months or less but not
HEEFNEER repayable on demand 241,977 50,185 241,977 50,185
—FUTH=ZEANL 1 year or less but over 3 months 476,212 404,775 476,212 404,775
RAENTHE-FNUE 5 years or less but over 1 year 771,038 2,808,181 771,038 2,808,181
BBALE Over 5 years 211,307 2,000 211,307 2,000
EAAAS Undated 35,759 32,827 35,759 32,827

1,736,293 329798 1,736,293 3,297,968
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I BEADRE

Investment in associated company

AEBRAKBRT
The Group and the Bank
—EBF _—_TT—F
2002 2001
FE T FATT
HK$'000 HK$'000
JEEWRAD - BAAE Unlisted shares, at cost 5,761 5,761
B Advances 9,874 11,749
B OREEE Less: impairment loss (5,761) (5,761)
9,874 11,749

ABITHEAETFREZMAILZIBA
Finance Corporation 40% (—Z & & —
F 1 40%) BEEATRA - ZBEE QT
ZEBEBRNIFERBREM B RE
ER7S - ARNIRERICE - MARTT
PR B R IR s et L H PRk
RNAEIZIRE -

IMEAARE

The Bank owns 40% (2001: 40%) of the issued share capital of IBA Finance
Corporation, which is incorporated in the Philippines. The principal activity of
the associated company is the provision of financing and leasing services in
the Philippines. The Bank has not equity accounted for the investment in the
associated company in view of the immaterial amount involved.

Investments in subsidiaries

AR AT
The Bank
—EE-F T —F
2002 2001
FET FATT
HK$’000 HK$’000
JEEMRMD - AR Unlisted shares, at cost 87,146 87,146
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3 i ABKRE @
Investments in subsidiaries (continued)

EEEWBARIIBRARITEEZE Al principal subsidiaries are directly owned by the Bank. Details of principal
B -MRZZEZ_F+-_H=+—H=E subsidiaries at 31 December 2002 are as follows:
ZMBRARIZERMAT :
BETRAR 58
EBERAK ZRE
Issued and fully % of
paid-up ordinary ownership FTEEH
share capital interest held Principal activities
REBEMB LK EE Incorporated and operating in Hong Kong
BEERTBERAR IBA Credit Limited 65,000,000 /& 7T 100% BXGREEH
HK$65,000,000 Deposit-taking and finance
EEBEIR 1T (E5%) BB 2 8 International Bank of Asia (Trustee) Limited 3,000,000/ 7T 100% EFER%E
HK$3,000,000 Trustee services
BREBRELFER IBA Securities Limited 8,000,000/ 7t 100% BHEL
HK$8,000,000 Securities broking
BEEBESEEERA  IBAFund Management Limited 8,000,000/ 7T 100% Z&EE
HK$8,000,000 Fund management
Mars (Nominees) Limited Mars (Nominees) Limited 20078 7T 100% MREARS
HK$200 Nominees services
REEEZMAIREE Incorporated and operating in Vanuatu
IBA Bank Limited IBA Bank Limited US$10,000 100% B
10,0005 7T Finance

A ERBIRMFELC)E R BZIENE Al of these are controlled subsidiaries as defined under note 1(c) and have
Nl WERMAREEZIRERN ©  been consolidated into the Group’s financial statements. All the subsidiaries
MRS EBIRIRIT (S5E) BERARIAZ  are private companies except for International Bank of Asia (Trustee) Limited,
FBARIN  ZEMB AR AFAZR  whichis a public company.

S
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4 BEE&EE
Fixed assets

K& THE GROUP
&R
HERRE
Furniture,
BibE Fixtures and By
Premises Equipment Total
FHBT FBT FHBT
HK$'000 HK$'000 HK$'000
ANk 1 B Cost or valuation
RZEBEE_F—F—H At 1 January 2002 1,189,615 308,471 1,498,086
NE Additions 23 39,921 39,944
= Disposals (8,645) (8,868) (17,513)
R_ZEZE-_F+-_A=+—H At 31 December 2002 1,180,993 339,524 1,520,517
2FHE Accumulated depreciation
R-ZEBEE_F—F—H At 1 January 2002 67,419 150,830 218,249
FAHFE Charge for the year 13,593 40,013 53,606
HEZER Released on disposal (1,116) (6,669) (7,785)
RZZEZE_F+-_A=+—H At 31 December 2002 79,896 184,174 264,070
IR R E Net book value
R_ZEZ-_&+-A=+—H At 31 December 2002 1,101,097 155,350 1,256,447
RZTEZE—F+=-—A=+—H At 31 December 2001 1,122,196 157,641 1,279,837
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4 B EEE @
Fixed assets (continued)

4R 1T THE BANK
&M
HERRE
Furniture,
B E Fixtures and Hey
Premises Equipment Total
FHBT FHBT FET
HK$'000 HK$'000 HK$'000
A A Cost or valuation
RZEBEE_F—F—H At 1 January 2002 1,152,866 306,955 1,459,821
NE Additions 23 39,774 39,797
= Disposals (8,645) (8,868) (17,513)
RZTEZE_F+=—A=+—H At 31 December 2002 1,144,244 337,861 1,482,105
R E Accumulated depreciation
R-ZBEE_F—F—H At 1 January 2002 65,318 150,028 215,346
FAME Charge for the year 13,267 39,825 53,092
HEZER Released on disposal (1,115) (6,669) (7,784)
R_ZEE-—&+-A=+—H At 31 December 2002 77,470 183,184 260,654
R [ F B Net book value
R_ZEE-—&+-A=+—H At 31 December 2002 1,066,774 154,677 1,221,451
RZTEZE—F+=—A=+—H At 31 December 2001 1,087,548 156,927 1,244,475

82 INTERNATIONAL BANK OF ASIA LIMITED ANNUAL REPORT 2002



4 BEEE =)
Fixed assets (continued)

FEHiEZ FHEKRESRE The net book value of premises comprises:
rEH K17
The Group The Bank
Z8%-F _—TT-F CZBRE _—ITTF
2002 2001 2002 2001

TER TET TR TET
HK$'000 HK$'000 HK$'000 HK$'000

REBZFHE Premises held in Hong Kong
-RBHEE - Long term leases
(BBRTE) (over 50 years) 855,115 862,548 820,792 827,900
—HhHHE — Medium term leases
(+tE281+%) (10 -50 years) 245,982 259,648 245,982 259,648

1,101,097 1,122,196 1,066,774 1,087,548

ETEMWEERESEN —NANANET  Certain of these premises of the Bank have been included in the financial
— A2 {&1E77,100,0008 T (ZEZ—  statements at their November 1989 valuation of HK$77,100,000 (2001:
4 ¢ 77,100,000 7T) st AB I #RE o HK$77,100,000). In preparing these financial statements, advantage has
WEZEVHERER - ERANEAE  been taken of the transitional provisions in paragraph 80 of the Statement of
TR AEHIE 2 st BEHAERNEL7  Standard Accounting Practice 17 “Property, Plant and Equipment” issued by
1RE8OERH [FihE - BiE K&l 2 the Hong Kong Society of Accountants with the effect that premises have not
BERA - EFTEAE B ARIZAF  been revalued to fair value at the balance sheet date. It is not the Directors’
BEEMEE - EFBAMEENRA  present intention to revalue the premises in the future.

“EMLEMEBGIE -

IABEABRABMZMERFME  The net book value of all premises which have been stated in the balance
ZERHRERZEFMEZKANEE  sheet at valuation would have been as follows had they been stated at cost

WMEFINE ¢ less accumulated depreciation:
AEBRAKRT
The Group and the Bank
—E2E-F —ZFTT—F
2002 2001
FE T FATT
HK$’000 HK$’000
R+ A=+—HBZ2FAEIKE Net book value at 31 December 18,565 19,009
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25 RTRAEERREH

Deposits and balances of other banks

REZEAZSAFTHAMBEA 2 FIeR  The maturity profile analysed by the remaining period at the balance sheet
HAPR B 5 2 HABR 45 Al date to the contractual maturity date is as follows:
r5E R 1T
The Group The Bank
Z¥%=F _—TT- Z¥¥=F _—TT-
2002 2001 2002 2001

TER THET TER THER
HK$'000 HK$'000 HK$'000 HK$'000

BB 8 2 Repayable on demand 1,778 36,253 1,778 36,253
=HANRTEES 3 months or less but not
BB 38 3 repayable on demand 328,591 342,314 328,591 342,314

330,369 378,567 330,369 378,567

6 EFEX
Deposits from customers
A%E N i
The Group The Bank
“88-f _—TT-F CZBBZF _TT-F
2002 2001 2002 2001

TER TR TER TR
HK$'000 HK$'000 HK$'000 HK$'000

EBRRERT S Demand deposits and current accounts 2,805,818 1466836 2,805,818 1,466,836
FEFT Savings deposits 613,942 917,058 613,942 917,057
TH - EHBARBNER Time, call and notice deposits 18,651,047 19,862,023 17,686,470 19,650,460

22,070,807  22,245917 21,106,230 22,034,353
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6 FFER @
Deposits from customers (continued)

REZAZSAFTAMB BB 2FIeR  The maturity profile analysed by the remaining period at the balance sheet
HAPR B 5 2 HABR 46 Al date to the contractual maturity date is as follows:
A5E RE 1T
The Group The Bank
“¥¥-F _—TT-F CZ%¥-F _—TT-F
2002 2001 2002 2001

TER TET TER THER
HK$’000 HK$'000 HK$'000 HK$'000

Bl 18 3 Repayable on demand 4,231,513 2,383,895 4,231,093 2,383,895
=ERAT &R A 3 months or less but not repayable

B on demand 16,781,314 18,341,969 15,817,157 18,130,405
—ETE=ZEAMNE 1 year or less but over 3 months 965,523 1,495,350 965,523 1,495,350
RAENTHE-FUE 5 years or less but over 1 year 92,457 24.703 92,457 24.703

22,070,807 22245917 21,106,230 22,034,353

7 ERTHERE
Certificates of deposit issued

REZEAZSAFTAMB BB 2FIeR  The maturity profile analysed by the remaining period at the balance sheet
HIPR B 5 2 HABR 46 Al date to the contractual maturity date is as follows:
r5E RE 1T
The Group The Bank
“BE-E _TT-F ZEBE-f _—TT-
2002 2001 2002 2001

TER TET TER THER
HK$'000 HK$'000 HK$’000 HK$'000

= AR T 3 months or less but not repayable

B2EHEKER on demand 0 310,000 0 310,000
—ENTHE=EANE 1 year or less but over 3 months 0 505,000 0 505,000
AENTHE-FUE 5 years or less but over 1 year 1,810,494 800,000 1,810,494 800,000

1,810,494 1615000 1,810,494 1,615,000
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Share capital

ZEB-F —TT-F
2002 2001
TER FTHT
HK$'000 HK$'000
AR Authorised
1,406,592,000% (=TT —F : 1,406,592,000 (2001: 1,406,592,000)
1,406,592,0008%) EREABELE L2 L BR ordinary shares of HK$1 each 1,406,592 1,406,592
BETRARKRA Issued and fully paid
1,172,160,000% (ZEZ — % : 1,172,160,000 (2001: 1,172,160,000)
1,172,160,0008%) B R EE 1S T2 L@ R ordinary shares of HK$1 each 1,172,160 1,172,160

29 7= E

Share premium

I HEEE > EAMmEE(ATE The application of the share premium account is governed by section 48B of
) 55 ASBEREE & o the Hong Kong Companies Ordinance.

86 INTERNATIONAL BANK OF ASIA LIMITED ANNUAL REPORT 2002



0 %

Reserves
N EEF THE GROUP
EXBERE REEMREE
Capital  Investment REEH
redemption revaluation Retained aE
reserve reserve earnings Total
TAEL TAEL FTAEL TAEL
HK$'000 HK$'000 HK$'000 HK$'000
RZEZ—F—F—H At 1 January 2001 372,000 (4,280) 1,189,709 1,557,429
FEBRBERF Profit after tax for the year 0 0 295,338 295,338
FRIEEERRES Net change in fair value of non-trading
FATEEEE securities 0 (13,945) 0 (13,945)
F-HBEE#HERE Dividends approved in respect of the
previous financial year 0 0 (58,608) (58,608)
ERFEHRE Interim dividend paid 0 0 (46,386) (46,886)
T -F+ZA=1t—H At 31 December 2001 372,000 (18,225) 1,379,553 1,733,328
R-_ZTZE-_F—f—H At 1 January 2002 372,000 (18,225) 1,379,553 1,733,328
Al B 1% FE 548 A ‘+ A ZHE Prior period adjustment in respect of
defined benefit scheme 0 0 16,566 16,566
E£ As restated 372,000 (18,225) 1,396,119 1,749,894
FERBERF Profit after tax for the year 0 0 225,338 225,338
FRIEEERRES Realisation of revaluation deficit of
ERERZER non-trading securities 0 3,854 0 3,854
FRIEEERRES Net change in fair value of
FATEZE non-trading securities 0 (6,152) 0 (6,152)
R EERHERE Dividends approved in respect of the
previous financial year 0 0 (82,051) (82,051)
SR HKE Interim dividend paid 0 0 (46,886) (46,886)
RZEEZF+ZA=1+—H At 31 December 2002 372,000 (20,523) 1,492,520 1,843,997
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Reserves (continuea)

4R 1T THE BANK
EXBERE REEHRE
Capital  Investment REER
redemption revaluation Retained B
reserve reserve earnings Total
THT THT THT THET
HK$'000 HK$'000 HK$'000 HK$'000
—EE-F—HF—H At 1 January 2001 372,000 (4,280) 891,622 1,259,342
¢ B R %5 F Profit after tax for the year 0 0 220,709 220,709
EREEERAGES Net change in fair value of non-trading
FATEEE securities 0 (13,945) 0 (13,945)
F—-BREEHERE Dividends approved in respect of the
previous financial year 0 (58,608) (58,608)
SR HRE Interim dividend paid 0 (46,836) (46,886)
R-ZEE—4F+-A=1+—H At 31 December 2001 372,000 (18,225) 1,006,837 1,360,612
RZTT-F— At 1 January 2002 372,000 (18,225) 1,006,837 1,360,612
A B3 1% & 5 1R A ﬁ g Z RE Prior period adjustment in respect of
defined benefit scheme 0 0 16,566 16,566
E As restated 372,000 (18,225) 1,023,403 1,377,178
FEREBRR Profit after tax for the year 0 0 304,423 304,423
FRHIEEER 55]5- % Realisation of revaluation deficit of
BEffER Y non-trading securities 0 3,854 0 3,854
3FT¢(’FEE%£.}3 Net change in fair value of
EFATEED non-trading securities 0 (6,152) 0 (6,152)
E-HBEEHERE Dividends approved in respect of the
previous financial year 0 (82,051) (82,051)
ERTFHRE Interim dividend paid 0 (46,386) (46,386)
R-—ZEE-_F+-A=1+—H At 31 December 2002 372,000 (20,523) 1,198,889 1,550,366
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(a)

(a)

0 CRRED)

Reserves (continued)

EABRFEERE-NNL—FR
—HA=FERRITZREAEF
BEEE Al R [B]EEAmE
& o IRIBEEECARIEBIZE79C(2)
g BAERFEE T DK (B
A AR ERTT A AN S B 3 T H
IR 2 REEATRAD 2 BGRB8
RALRR -

NEBRARITZ AIE D IREE
#5855 5l 51,492,520,0008 75 (=
TE—4F : ] 379,553,000/ 7T) &
1,198,889,000/8 L (=TT —1F :
1,006,837,000% 7T) °

REER - EZREIRAIKE
FH8.00 Al (- EE—4 : 7.00
7 1Il) A& 93,772,800/ 7T (==
T—4F : 82,051,200/ 7T) ° &A%
BARGEERAWERREAE -

] EXBEESRS

(a)

(b)

The capital redemption reserve arose from the redemption of the Bank’s
“A” and “B” preference shares in 1991 and 1992 out of its retained
earnings. The capital redemption reserve is undistributable under the
Hong Kong Companies Ordinance section 79 C(2) but may be applied by
the Bank in paying up its unissued shares to be allotted to its members
as fully paid bonus shares.

Total distributable reserves of the Group and the Bank amounted to
HK$1,492,520,000 (2001: HK$1,379,553,000) and HK$1,198,889,000
(2001: HK$1,006,837,000) respectively.

At the balance sheet date the directors proposed a final dividend of 8
Hong Kong cents per share (2001: 7 Hong Kong cents per share)
amounting to HK$93,772,800 (2001: HK$82,051,200). This dividend
has not been recognised as a liability at the balance sheet date.

Material related party transaction

AEEZBERTEBRETR
B BER RIFRERITRIZEFR -
SEREER RKERTRZR
SNER 5 TFRARNEBRETT
ARIRITEB P BERLIERA
ARkE—REERRPEILKRE
RER AR R ENBARRLE
BRG - ZEAKNTIRIBITLE
AR5 ER 2 EREMSEERE -
MERER T AEERERERP
R - EFRR - HEXHHNU
— R R RBETT -

(a)

During the year the Group entered into a number of transactions with its
ultimate holding company and another major shareholder, China Everbright
Limited and its subsidiaries, in the ordinary course of its banking
business including, inter alia, lending, the acceptance and placement of
interbank deposits, participation in loan syndicates, correspondent
banking transactions and foreign exchange transactions. The contracts
were priced based on relevant market rates at the time of each
transaction, and were under the same terms as those available to other
counterparties and customers of the Group. In the opinion of the
Directors these transactions were conducted on normal commercial
terms.
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1 EXREST LIRS @)

Material related party transaction continueq)

EHFARES TR HEEZWZKR  Information relating to income and expense from related party transactions
REFERAMAERBRB2ERMLT © during the year and balances outstanding as at the balance sheet date is set
out below:
ZEECF —ZTT—F
2002 2001
THER FTAT
HK$’000 HK$'000
i) WA/ () (i) Income/expenses
A B A Interest income 5,267 10,838
MEXH Interest expense 6,926 31,292
(i) BE (i) Assets
REPFER A A] Ultimate holding company
RHES Short term funds 155,975 0
JEETFIE R E MR B Accrued interest and other accounts 1,436 1,163
JE U B AR 42 R X A RIE Due from ultimate holding company 157,411 1,163
E B EE s Other related parties
KTEFZERRER Loans and advances to customers 25,000 38,000
FERTHI 2 R H iR B Accrued interest and other accounts 3 5
JE L b B 8 % 5 SRR Due from other related parties 25,003 38,005
& LT B T 48 &8 Total receivables 182,414 39,168
(i) BFE (i) Liabilities
RERER R A Ultimate holding company
BITREGFERREH Deposits and balances with other banks 0 118,970
Hiik B REFS Other accounts and provisions 0 22
JE R B AR 12 R A Rl BRIE Due to ultimate holding company 0 118,992
E B EE s Other related parties
REZAER - EHE Current, fixed and other
HMFER deposits of customers 0 103,215
Hiik B REHFS Other accounts and provisions 0 60
JEE A< HL fth B 3% % 5 ;N IE Due to other related parties 0 103,275
JE 1 IR T 48 B Total payable 0 222,267
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2 TRABEK

Loans to officers

RIBFECR RGP F 161BIR 2 IR E
KB AEBRARTETTRAE

The aggregate amount of loans made by the Group and the Bank disclosed
pursuant to section 161B of the Hong Kong Companies Ordinance is as

ZERBRENAT follows:
REE
The Group
—¥F-F —FTF
2002 2001
FET T
HK$’000 HK$'000
R+=-—A=+—H At 31 December 12,728 16,333
FARNZ =R Maximum during the year 16,362 24,141

(a)

3 EARE K

Employee retirement benefits

TEHE ARG S
REBHET—RERIKEE > 25
A EBFRIRITH R A F(1987)&
Ret 8l ([%AH8l)) > REZER
BEBR —REBBNE -
ZET B R BUREABIE © &at
EEEEAKENEENFIA °
AEEZA BIESRHIEATE
E (RTER) VB -

ZETEITIRIB IR E LT 8l (E3
Y WABNEEMNE R A
At - BASBEHKAEESD) -
ZETEI BB B EAETIR
—ET_HT_A=t+—H#T
HEBBERMAEE 8 Jennifer
CheeATREt BRI EE A R MmH
ZIREMERT  NEBBREZ
STEINAEZEBXFEAMER
BT 2] & E /9 100.6% 1R E °

(a) Defined benefit retirement plans

The Group operates a retirement scheme, namely the International Bank
of Asia Limited (1987) Retirement Scheme (“the Scheme”), which
incorporates a defined benefits plan for all its full-time employees. The
Scheme is administrated by trustees who are independent. The assets of
the Scheme are held separately from those of the Group. The Group has
secured Mandatory Provident Fund (“MPF”) exemption status for the
Scheme.

The Scheme is funded by contributions from the Group in accordance
with the trust deed governing the Scheme and based on an independent
actuary’s recommendations. The latest independent actuarial valuation of
the Scheme was at 31 December 2002 and was prepared by Jennifer
Chee, Fellow of the Society of Actuaries of the United States of America,
of William M. Mercer Limited using the projected unit credit method. The
actuarial valuation indicates that the Group’s obligations under the
Scheme are 100.6% covered by the plan assets held by the trustee.
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3 BER K& )
Employee retirement benefits continues)

(a)

EFEE ARG E (8)
Rt+tZA=+—HAMEERBREN
EXEB45%  RHEERRES
5.0% HEMR_TT=FR_F
ﬁ@ilﬂﬁ%'ﬂ:ggﬂi
REZHFMHIERIL%

() ZEFENBEEREBERAE
MEREMRE | —fhE %
BRNEEFENT :

(a) Defined benefit retirement plans (continued)
The principal actuarial assumptions used as at 31 December are
discount rates of 4.5%, long-term rate of return on assets of 5.0%, and
no salary increases in both 2003 and 2004 and a 3.5% salary increase
for 2005 and the years thereafter.

The Scheme’s net assets recognised in the balance sheets under
“Accrued interest and other accounts” is as follows:

Bz
JINEE
frj R

JINEE
i\

AT
FiE
EE —

==

92

A B By H) A ER(E
EZAEEENRFER
ERNBERBIER

ERNEEBBERANDEERL
EFE

BB EBRBAITHE

& 54,793, ooof%m’]jt (
£F : 3,588,000i 7T) °

INTERNATIONAL BANK OF ASIA LIMITED

REBRARBRIT
—EBF
THERT
The Group
& the Bank
2002
HK$’000
Present value of wholly or partly funded obligations (181,742)
Fair value of Scheme assets at the end of year 182,775
Unrecognised actuarial losses 15,931
Net asset recognised in balance sheet at
end of year 16,964

The Scheme assets include ordinary shares issued by the Bank with
a fair value of HK$4,793,000 (2001: HK$3,588,000).
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Employee retirement benefits (ontinues)

(@) EEBARMAKEE (&)
(i) RNEERABERCERRBEE
FREMEEIT

(a) Defined benefit retirement plans (continued)
(i) Movements in the net asset recognised in the balance sheet are as
follows:

AEBER AR
—®BF=F
TERT

The Group

& the Bank
2002

HK$’000

(i) RERERERAEES T —
BTHRA| —fANEERERN
M

At 1 January 2002
Contributions paid to the Scheme
Expense recognised in the income statement (Note 5)

16,566
11,662
(11,264)

16,964

(i) Expense recognised in the “Operating expenses — staff costs” in the
consolidated income statement is as follows:

AEBER AR
—Ee=F
THER

The Group

& the Bank
2002

HK$’000

7N HR AR 75 X AR
PR H) A SRR A
%=t 81 & E /B 5 B

vy 2= -_F+-_H=+
—BIEEE  ZAEEEDN
B[R [0 #) £ 4913,038,0007%
7T|: o

Current service cost 10,774
8,945

(8,455)

Interest cost on obligation
Expected return on Scheme assets

11,264

(iv) The actual return on the Scheme assets for the year ended 31
December 2002 amounted to approximately HK$13,038,000.
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(b)
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3 BEENKFTE @

Employee retirement benefits continues)

BEMEAEEE

REEERHIEAESFTBIGG
AEETRARBEETEREBEDE
BEHEAZEMAR S MAZLTE
AER - #1TT —HBREDE
e REFER=-ZTZTTF+ A
— B 2EBHREFTERAF
—RERANBREDEE - U@
T AR R B R AT Bl -

RIS BB X EANE
ERERRRENREE - RIER
Besd BXIRHEHEEAEKS
shat BIZ A RRIE B W AL%IEH
R LA A A20,000% 7T 4 EBR ©
FHEl— MR BNEER -

INTERNATIONAL BANK OF ASIA LIMITED

(b) Mandatory Provident Fund Scheme

The Group also operates an MPF scheme under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment Ordinance and not
previously covered by the Scheme. The Group participated in an
approved MPF scheme with the Bank Consortium Trust Company Limited
from 1 December 2000 to provide scheme choice to both existing and
new employees.

The MPF scheme is a defined contribution retirement scheme administered
by independent trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the scheme at 5%
of the employees’ relevant income, subject to a cap of monthly relevant
income of HK$20,000. Contributions to the scheme vest immediately.
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4 R EE
Outstanding commitments

(a) ANMBHRENIRBE 2N _-FE
“HE+-A=t+—HZAREAE

(a) Capital commitments outstanding at 31 December 2002 not provided for
in the financial statements are as follows:

RAEWT :
X5E N X
The Group The Bank
“¥¥-F _—TT-F CZ%¥-F _—TT-F
2002 2001 2002 2001
TER THT TER THET
HK$'000 HK$'000 HK$’000 HK$'000
BEIEH Contracted for 67,053 54,863 67,053 54,863

(b) PRIBUHZEHE 2 RRRIEHA
EERFERAEBNT :

(b) The total future minimum lease payments under non-cancellable
operating leases are payable as follows:

rEE RRAT

The Group The Bank
“EE-f T35 ZEBEZE —TT-F
2002 2001 2002 2001
TR TEL THER FTEL
HK$'000 HK$'000 HK$'000 HK$'000
—F R — Within one year 11,435 13,834 10,508 13,834
—EZhEM[H - Between one and five years 5,691 10,667 5,402 10,667
17,126 24,501 15,910 24,501
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LR L ETEL

Off-balance sheet exposures

(@) FAREBRERE

AT REBEEEHAE ERAE
BRzaNeBRERIIESER

(a) Contingent liabilities and commitments

The following is a summary of the contractual and risk-weighted amounts

of each significant class of contingent liabilities and commitments:

ZHE
& &£ THE GROUP
“RERCF T4
2002 2001
2 B o 4 [, ez 0
&8 k-] =X 0] ik
¢H Risk G- Risk
Contractual Weighted  Contractual Weighted
Amounts Amounts Amounts Amounts
THT THEL FTHET FTHT
HK$'000 HK$'000 HK$'000 HK$'000
EREESAREE Direct credit substitutes 454,437 454,437 62,920 62,920
R 5EMzHNIER Transaction-related contingencies 8,912 4,456 17,260 8,630
HEFEMR2KAEE Trade-related contingencies 386,342 22,770 370,060 14,804
RARERZERAER Undrawn loan facilities
— RET 2 B EABR D — FF 5k — with an original maturity of
] & (R BUE under 1 year or which are
unconditionally cancellable 5,492,194 0 6,029,268 0
—RETRIBEMR A —F U E — with an original maturity of
1 year or over 656,002 328,002 957,662 478,831
RHITE LR Forward forward deposits placed 153,372 30,674 263,884 52,777
7,151,259 840,339 7,701,064 617,962
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35 EERRERIER =
Off-balance sheet exposures (continued)

(@ IREBBRAEE (@)

(a) Contingent liabilities and commitments (continued)

4R 1T THE BANK
—28=F —TTF
2002 2001

2 Bk o J=2 Bex n 4
&8 S8 & k-
<8 Risk ok Risk
Contractual Weighted Contractual Weighted
Amounts Amounts Amounts Amounts
FAT FAT FATT FHAT
HK$’000 HK$’'000 HK$'000 HK$'000
BERFEEERIAR Direct credit substitutes 462,027 462,027 70,511 70,511
HREBH 2 HARIBE Transaction-related contingencies 8,912 4,456 17,260 8,630
HEZEWHAEE Trade-related contingencies 422,313 24,209 392,614 15,706

ARRERZBEAER Undrawn loan facilities

—RETEI A EIR D — F =k — with an original maturity of
AT R (68 1 3 BB under 1 year or which are
unconditionally cancellable 5,483,793 0 6,023,127 0
—RETE R A —F U E — with an original maturity

of 1 year or over 619,562 309,782 935,201 467,601
IR IBERNIE Forward forward deposits placed 153,372 30,674 263,884 52,777
7,149,979 831,148 7,702,597 615,225
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35 EERRERIER =
Off-balance sheet exposures (continued)

(b) STET AR (b) Derivatives
NTAESREEMETREERNZ The following is a summary of the contractual and risk-weighted amounts
SRSERERINESEIHE - of each significant type of derivatives:
&g THE GROUP
—2BC-F
2002
B B pn A & 28
EHEE Risk EENAK
Contractual Weighted Replacement
Amounts Amounts Costs
TERT TERT THERT
HK$'000 HK$'000 HK$'000
EREH Exchange rate contracts
—RHEXEH — Forward exchange contracts 2,556,340 11,939 26,165
—BE A\ H#E — Options purchased 171,652 3 500
— R — Options written 176,657 TE A i A
FEE L Interest rate contracts
—EHREEH — Interest rate swaps 1,034,648 6,643 28,860
3,939,297 18,585 55,525
—TT—F
2001
[ Bz N4 &
BT Risk BEEXAK
Contractual Weighted Replacement
Amounts Amounts Costs
HK$'000 HK$'000 HK$'000
EREH Exchange rate contracts
—RHEXREH — Forward exchange contracts 754,078 2,398 997
—EREREL — Leverage deposits contracts 359,128 0 13,720
1,113,206 2,398 14,717
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35 EERRERIER =
Off-balance sheet exposures (continued)

(b) STET R (&) (b) Derivatives (continued)
78R 4T THE BANK
—EEC-F
2002
[ B o AE & 2R
BHREH Risk BEERX
Contractual Weighted  Replacement
Amounts Amounts Costs
THERT THERT THERT
HK$'000 HK$'000 HK$'000
EXRAEH Exchange rate contracts
—RHEXEH — Forward exchange contracts 2,568,073 11,962 26,165
— B AH — Options purchased 171,652 3 500
— b HAE — Options written 176,657 THEA TEA
B Interest rate contracts
—BHAEEH — Interest rate swaps 1,034,648 6,643 28,860
3,951,030 18,608 55,525
—ET—F
2001
2 Bz 04 & 58
EHEE Risk EERA
Contractual Weighted Replacement
Amounts Amounts Costs
THT THT THT
HK$'000 HK$'000 HK$'000
EREH Exchange rate contracts
—RHAERLH — Forward exchange contracts 775,884 2,654 2,060
—EREREL — Leverage deposits contracts 359,128 0 13,720
1,135,012 2,654 15,780
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35 EERBHSNER o

Off-balance sheet exposures (continued)

(b) FTET R (&)

AT 556 (a) R (D) ZB 1D B BR 2 &
EBBERUIINEBZEERAR
EERBINESET ETREE
FREBERHEZFE - LillRE
JHEEBERUINEBRR S Z
EHEE  EEXAREERR
MESE - ZEFHENREER
ATEERHBEANERELRAT R
FEzEEERERBESI IR
FRBE T 2R RBIEAER 2
B TR - ARSKAR AR
RAEEZ RBRINEL R E0%E
100% * i FARARE = R FIEE 48l
ROBZES0% - EEMATIIEEE
FIERTAGESEESEZE
AR - (FERRINE ST T 5
BIRIRITE GO R =FTEtE 2
S STETENAANEERA
IRITIESNE R F| K T 35 3 1732 AP
RiBR S mES - ZETAZ
BRSHEBREEERAZANER
58 I TRRERRB S5 -

RGN BEEE P HRimE
T2R5 » MEREHMAE AR
SEzmGRAR  HWHEEER
BEEEZ &M - AEEIE
HERFBASAT o
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(b) Derivatives (continued)

The replacement costs and credit risk-weighted amounts of the off-
balance sheet exposures disclosed in parts (a) and (b) of this note to the
financial statements do not take into account the effects of bilateral
netting arrangements. The tables above state the contractual amounts,
replacement cost and credit risk-weighted amounts of off-balance sheet
transactions. These are assessed in accordance with the HKMA's
guidelines which implement the Basle agreement on capital adequacy
and depend on the status of the counterparty and the maturity
characteristics. The risk weights used range from 0% to 100% for
contingent liabilities and commitments, and from 0% to 50% for
exchange rate 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. Derivatives arise from forward and swap transactions
undertaken by the Group in the foreign exchange and interest rate
markets. The contractual amounts of these instruments indicate the
volume of transactions outstanding at the balance sheet date; they do not
represent amounts at risk.

The exchange rate contracts are initiated in response to customer
demands. The interest rate contracts are used to hedge the Group’s own
exposures to market risks as part of its asset and liability management.
No significant proprietary positions are maintained by the Group.
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36 REANBREXZH 2 FHESRAHIKE
Reconcilation of operating profit to net cash inflow from operating

activities
wE
The Group
—EE-F —ZTT—F
2002 2001
TE T FATT
HK$'000 HK$'000
&EEE Operating activities
BRARAIR B —RIEB) 2 & F Profit from ordinary activities before taxation 221,868 307,023
HE Adjustments for:
e Depreciation 53,606 47,425
HEREEERE Loss on disposal of fixed assets 0 1,406
RIEBIREMF S & Charge for bad and doubtful debts 338,975 232,175
FAMEBR 2 R EES Specific provision written off during the year ~ (484,712) (379,365)
KERMSEERME Provision for investment
and acquired assets 32,263 5,760
FEEIE © 120 Increase in short-term funds (523,804) (248,602)
—EZ+-@ARHz (Increase)/Decrease in placements
B 2 AR (B ) R maturing between one
and twelve months (158,852) 506,528
B HRBERIFR Decrease in trade bills and
R certificates of deposit 62,263 383,679
BEERRD Decrease in advances to customers 1,568,498 1,183,670
FEEHAE R EH ik B (Increase)/Decrease in accrued
() R interest and other accounts (319,014) 297,153
FHIEEEZHIE M Increase in trading securities (8,970) 0
FFEEEESH Decrease/(Increase) in non-trading
B (3 ) securities 1,587,721 (409,332)
75 E B B 3% 538 00 Increase in held-to-maturity securities 0 (384,775)
TFRRF &8 (Decrease)/Increase in deposits
CR ) /1840 and balances from other banks (48,198) 64,161
Y SNER O Decrease in customer deposits (175,110)  (1,149,693)
HNEE & B H Increase in short position in
2N Exchange Fund Bills 4,094,931 0
Hiotk B R EH R D Decrease in other accounts and provisions (4,802) (85,186)
A2 A Tax paid (21,809) (19,384)
T IE R Tax refunded 2,934 64,567
EEEHZFEERA Net cash inflow from operating activities 6,217,788 417,210
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7 HEHRER
Post balance sheet events

REERE - EZREZRERHMR  After the balance sheet date the directors proposed a final dividend. Further
B FRE R M FE 124 FR - details are disclosed in Note 12.

38 L&EHT
Comparative figures

HREMN T 2 BB ERFE 15K (= The presentation and classification of items in the consolidated cash flow
ZE-—FEEAR) [BHEeREHRKIM  statement have been changed due to the adoption of the requirements of
HE  HERERERMEVNEIFE  SSAP 15 (revised 2001) “Cash flow statements”. As a result, certain deposits
AFBEEHERR - At - FTIRITF  and balances of banks have been excluded from the definition of cash
HREARB T AZRIELIBEME  equivalents, cash flow items from taxation, returns on investments and
E2A - MEERSREBEIREE  servicing of finance have been classified into operating, investing and
HRBMEBREDRFALE &  financing activities respectively. Comparative figures have been reclassified to
BREEEN - kB FEEEHH  conform with the current year's presentation.

B UREEREEZ2W -
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