NOTES ON THE ACCOUNTS
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1.

PRINCIPAL ACTIVITIES FEXHK

. SIGNIFICANT ACCOUNTING POLICIES

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

These accounts have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (which includes all applicable Statements of Standard
Accounting Practice (“SSAP”) and Interpretations) issued by the Hong Kong Institute
of Certified Public Accountants, accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong Companies Ordinance. In addition,
these accounts comply fully with the guideline on “Financial Disclosure by Locally
Incorporated Authorized Institutions” under the Supervisory Policy Manual issued by
the Hong Kong Monetary Authority. These accounts also comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. A summary of the significant accounting policies
adopted by the Group is set out below.

Basis of Preparation of the Accounts

The accounts are prepared on a basis consistent with the accounting policies and
methods adopted in the previous year except for the changes in accounting policies
mentioned in Note 3.

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of certain premises and investment properties, and the
marking to market of certain investments in securities and off-balance sheet financial
instruments as explained in the accounting policies set out below.

Basis of Consolidation

(i) Subsidiaries
The consolidated accounts include the accounts of the Bank and all its subsidiaries
made up to 31st December each year. 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.
In the Bank’s balance sheet, an investment in a subsidiary is stated at cost less
any impairment losses (Note 2(k)).

All material intercompany transactions and balances are eliminated on
consolidation. 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.

Minority interests represent the interests of outside shareholders in the operating
results and net assets of subsidiaries.
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Notes on the Accounts (continued)

BR 18 [} 2F

a.

(i) Associates

An associate is a company in which the Group or the Bank has significant influence,
but not control or joint control, over its management, including participation in
the financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated accounts
under the equity method and is initially recorded at cost and adjusted thereafter
for the post-acquisition change in the Group’s share of the associate’s net assets,
goodwill arising on acquisition of the associate less subsequent amortization
and any impairment loss (Note 2(k)).

The consolidated profit and loss account reflects the Group’s share of the post-
acquisition results of the associates for the year, less any amortisation of goodwill
and impairment loss charged during the year in accordance with Notes 2(j) and
2(k). When the Group’s share of losses exceeds the carrying amount of the
associate, the carrying amount is reduced to nil and recognition of further losses
is discontinued except to the extent that the Group has incurred obligations in
respect of the associate.

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

(d) Translation of Foreign Currencies

Transactions in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the rates
of exchange ruling at the balance sheet date. The exchange differences are dealt
with in the profit and loss account.

The balance sheets of overseas branches, subsidiaries and associates are translated
into Hong Kong dollars at the rates of exchange ruling at the balance sheet date,
whereas the profit and loss accounts are translated at the average rate for the period.
The difference between the profit and loss account translated at an average rate and
at the closing rate is recorded as a movement in reserves. Exchange differences arising
from retranslation of opening net assets at the rates of exchange ruling at the balance
sheet date are accounted for in the reserves.

On disposal of a foreign enterprise, the cumulative amount of the exchange differences
which relate to that foreign enterprise is included in the calculation of the profit or
loss on disposal.
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Notes on the Accounts (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued) 2EHBER @)
(e) Revenue Recognition (e) WARERR
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apportioned basis on the principal outstanding and at the rate applicable, except in
the case of interest on doubtful debts (Note 2(f)(iii)).

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

Finance income implicit in finance leases is recognised as interest income over the
period of the lease so as to produce an approximately constant periodic rate of return
of the outstanding net investment in the leases for each accounting period.

Rental income receivable under operating leases is recognised as other operating
income 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
profit and loss account as an integral part of the aggregate net lease payments
receivables. Contingent rentals receivable are recognised as income in the accounting
period in which they are earned.

Dividend income from unlisted investments is recognised when the shareholder’s
right to receive payment is established. Dividend income from listed investments is
recognised when the share price of the investment goes ex-dividend.

Advances and Doubtful Debts
(i) Advances

Advances to customers, banks and other financial institutions are measured at
the cash consideration at the time of acquisition and are stated in the balance
sheet after deducting provisions for estimated losses in subsequent periods. Cash
rebates granted in relation to residential mortgage loans are capitalised and
amortised to the profit and loss account over the early prepayment penalty period.

(i) Provision for bad and doubtful debts

Provisions are made against specific doubtful debts as and when they are
considered necessary by the Credit Committee with authority delegated by the
Board of Directors and in addition an amount has been set aside as a general
provision for advances. When there is no longer any realistic prospect of recovery,
the outstanding debt is written off.

General provision provides 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.
The Group maintains a general provision which is determined taking into account
the structure and risk characteristics of the Group’s loan portfolio and the expected
loss of the individual components of the loan portfolio based on the historical
loss experience. Historic levels of latent risk are regularly reviewed to determine
that the level of general provisioning continues to be appropriate. Together with
specific provisions, general provisions are deducted from advances to customers
in the balance sheet.
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Notes on the Accounts (continued)
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(iiiy Advances on which interest is being suspended

Interest on doubtful loans and advances is credited to a suspense account which
is netted in the balance sheet against the relevant balances.

Repossession of assets

Assets acquired by repossession of collateral for realisation continue to be treated
as securities for loans and advances. In this regard, provision has been made on
the shortfall between the carrying amount of the loans and advances and the
expected net sales proceeds from realisation of the repossessed assets.

(g) Properties

U]

(ii)

Bank premises are stated in the balance sheet at cost or at Directors’ valuation,
by reference to an independent professional valuation, less accumulated
depreciation and accumulated impairment loss (Note 2(k)).

When a deficit arises on revaluation, it will be charged to the profit and loss
account, if and to the extent that it exceeds the amount held in the bank premises
revaluation reserve in respect of that same asset immediately prior to the
revaluation; and when a surplus arises on revaluation, it will be credited to the
profit and loss account, if and to the extent that a deficit on revaluation in respect
of that same asset had previously been charged to the profit and loss account.

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80 of SSAP 17 “Property, Plant and Equipment”
issued by the Hong Kong Institute of Certified Public Accountants, with the effect
that bank premises have not been revalued to fair value at the balance sheet
date.

Investment properties are properties which are held either to earn rental income
or for capital appreciation or for both. Investment properties are stated at fair
value.

External independent valuation companies, having an appropriate recognised
professional qualification and recent experience in the location and category of
property being valued, value the portfolio annually. The fair values are based on
market values, being the estimated amount for which a property could be
exchanged on the date of valuation between a willing buyer and a willing seller
in an arm’s length transaction after proper marketing wherein the parties had
each acted knowledgeably, prudently and without compulsion.

Investment properties are valued on an open market basis using the direct
comparison method assuming sale with the benefit of immediate vacant
possession and by reference to comparable market transactions or, where
appropriate by investment method by taking into account the rental earning
capacity and possible early termination of rental agreement of the properties.
The valuations are based on the assumption that the properties are sold on the
open market without the benefit of deferred term contracts, leasebacks, joint
venture, management agreements or any similar arrangements which could affect
the values of the properties. No allowance has been made in the valuations for
any charges, mortgages or amounts owing on the properties nor any expenses
or taxation which may be incurred in effecting a sale.

Any gain or loss arising from a change in fair value is recognised in the income
statement. Rental income from investment property is accounted for as described
in Note 2(e).
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Notes on the Accounts (continued)
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When a bank property is transferred to investment property following a change
in its use, any differences arising at the date of transfer between the carrying
amount of the bank property immediately prior to transfer and its fair value is
recognised as a revaluation of bank premises as described in Note 2(g)(i).

If an investment property becomes owner-occupied, it is reclassified as bank
premises and its fair value at the date of reclassification becomes its cost for
accounting purposes of subsequent recording.

A property interest under an operating lease is classified and accounted for as an
investment property when the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest under an operating lease classified
as an investment property is carried at fair value. Lease payments are accounted
for as described in Note 2(1).

Profit or loss on disposal of bank premises and investment properties is determined
as the difference between the sales proceeds and the carrying amount of the
asset and is recognised in the profit and loss account upon disposal. Surplus that
is included in the bank premises revaluation reserve of the related bank premises
disposed are transferred to the general reserve.

(h) Amortisation and Depreciation

(@)

(ii)
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Bank premises

Freehold land is not amortised. Leasehold land is amortised on a straight line
basis over the remaining term of the lease. Buildings are depreciated on a straight
line basis at rates calculated to write off the cost or valuation of each building
over its estimated useful life of 50 years or the remaining lease period of the land
on which it is situated, whichever is the shorter.

Investment properties are not depreciated.

Other fixed assets

Other fixed assets are stated in the balance sheet at cost less accumulated
depreciation, which is calculated on a straight line basis to write off the assets
over their estimated useful lives from 4 to 20 years.

(i)
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Notes on the Accounts (continued)
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Investments in Securities

Investments in debt and equity securities, except those held either solely for the
purpose of recovering advances or as investments in subsidiaries or associates, are
accounted for as follows:

Investments in securities are classified as held-to-maturity debt securities, investment
securities and other investments in securities, and are recognised as assets from the
date on which the Group is bound by the contract which gives rise to them.

Transfer of a security between categories of investments is accounted for at fair
value. The profit or loss arising from transfers between categories of investments is
accounted for as if the investment had been sold and repurchased at the date of
transfer.

The profit or loss on disposal is accounted for in the period in which the disposal
occurs as the difference between the sales proceeds and the carrying amount of the
investments.

(i) Held-to-maturity debt securities

Held-to-maturity debt securities are investments in dated debt securities which
the Group has the expressed intention and ability to hold to maturity, and are
stated at amortised cost less any provisions in their value which reflects their
credit risk.

Provisions are made and recognised immediately as an expense when carrying
amounts are not expected to be fully recovered, but are written back to income
when the circumstances and events that led to the write-downs or write-offs
cease to exist and there is persuasive evidence that the new circumstances and
events will persist for the foreseeable future. The amount written back is limited
to the amount of the write-downs or write-offs.

(ii) Investment securities

Investment securities are securities which are intended to be held on a continuing
basis, and which are held for an identified long-term purpose documented at
the time of acquisition or change of purpose and are clearly identifiable for the
documented purpose.

Investment securities are included in the balance sheet at cost less any provisions
for diminution in value. Such provision is determined for each investment
individually. Provisions are recognised as an expense immediately and are written
back to income when the circumstances and events that led to the write-downs
or write-offs cease to exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable future. The amount
written back is limited to the amount of the write-downs or write-offs.

Other investments in securities

(iii

Other investments in securities are those securities which are not classified as
held-to-maturity debt securities nor as investment securities, and are stated at
fair value at the balance sheet date. Unrealised holding gains or losses arising on
revaluation of securities to fair value are dealt with in the profit and loss account.
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Notes on the Accounts (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
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(j) Goodwill

<

82 The Bank of East Asia, Limited Annual Report 2004

The excess of the purchase consideration in relation to the acquisition of subsidiaries
and associates over the Group’s share of fair value ascribed to their net tangible
assets and identifiable intangible assets represents the goodwiill arising on acquisition.

In respect of subsidiaries, goodwill is capitalised and amortised on a straight line
basis over its estimated useful life not exceeding 20 years, and is stated in the
consolidated balance sheet at cost less accumulated amortisation and any impairment
losses (Note 2(k)). The amortisation of goodwill is recognised in the consolidated
profit and loss account as an operating expense.

Where an indication of impairment exists, the carrying amount of goodwill is assessed
and written down immediately to its recoverable amount. The impairment of goodwill
is recognised in the consolidated profit and loss account as an operating expense.

On disposal of a subsidiary or an associate, any unamortised purchased goodwill is
included in the calculation of the profit or loss on disposal.

In respect of associates, goodwiill is capitalised and amortised on a straight line basis
over its estimated useful life not exceeding 20 years. The cost of goodwill less any
accumulated amortisation and any impairment losses (Note 2(k)) is included in the
carrying amount of the investments in associates.

Impairment of Assets

At each balance sheet date, if internal and external sources of information indicate
that any property (other than investment properties), equipment, investments
(including those “Investments in subsidiaries and associates” (Note 2(c)) but other
than those accounted for as “Other investments in securities” under Note 2(i) or
goodwill is impaired, the asset’s recoverable amount is estimated, and an impairment
loss is recognised in the profit and loss account whenever the carrying amount of an
asset 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 an asset does not
generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

In respect of assets other than goodwill, an impairment loss is reversed if there has
been a favourable change in the estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed only if the loss was caused by a
specific external event of an exceptional nature that is not expected to recur, and the
increase in recoverable amount relates clearly to the reversal of the effect of that
specific event.

A reversal of impairment losses is limited to the asset’s carrying amount that would
have been determined had no impairment loss been recognised in prior years. Reversals
of impairment losses are credited to the profit and loss account in the year in which
the reversals are recognised.
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Notes on the Accounts (continued)
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(I) Leased Assets

Leases of assets under which the lessee assumes substantially all the risks and benefits
of ownership are classified as finance leases. Leases of assets under which the lessor
has not transferred all the risks and benefits of ownership are classified as operating
leases.

(i) Assets held under finance leases

The amounts due from lessees in respect of finance leases are recorded in the
balance sheet as advances to customers at the amounts of net investment which
represent the total rentals receivable under finance leases less unearned income.
Revenue arising from finance leases is recognised in accordance with the Group’s
revenue recognition policies, as set out in Note 2(e).

(i) Assets held for use in operating leases

Where the Group leases out assets under operating leases, the leased assets are
included in the balance sheet according to their nature and, where applicable,
are depreciated in accordance with the Group’s depreciation policies, as set out
in Note 2(h). Impairment losses are accounted for in accordance with the
accounting policy as set out in Note 2(k). Revenue arising from operating leases
is recognised in accordance with the Group’s revenue recognition policies, as set
out in Note 2(e).

(iii

Operating lease charges

Where the Group has the use of assets under operating leases, payments made
under the leases are charged to the profit and loss account 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 profit and loss account
as an integral part of the aggregate net lease payments made. Contingent rentals
are charged to the profit and loss account in the accounting period in which they
are incurred.

(m) Income Tax

(i) Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the profit and loss account except to the extent that
they relate to items recognised directly in equity, in which case they are recognised
in equity.

(i) Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.
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Notes on the Accounts (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

=2

=
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(iii) Deferred tax assets and liabilities arise from deductible and taxable temporary

(iv

=
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differences respectively, being the differences between the carrying amounts of
assets and liabilities for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred
tax assets to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised, are recognised.

The limited exceptions to recognition of deferred tax assets and liabilities are
those temporary differences arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the timing of the reversal
and it is probable that the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is probable that they will reverse
in the future.

The amount of deferred tax recognised is measured based on the expected manner
of realisation or settlement of the carrying amount of the assets and liabilities,
using tax rates enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes probable that sufficient
taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are recognised
when the liability to pay the related dividends is recognised.

Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the Bank or the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the following additional
conditions are met:

— inthe case of current tax assets and liabilities, the Bank or the Group intends
either to settle on a net basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes
levied by the same taxation authority on either:

— the same taxable entity; or

- different taxable entities, which in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets and settle the current
tax liabilities on a net basis or realise and settle simultaneously.
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Notes on the Accounts (continued)

BEIE BT & iF \”'

A= \

(n) Insurance Reserves and Provisions for Outstanding Claims

~

Insurance reserves, except those attributable to long term business, represent the
proportion of retained premiums written in the year relating to the period of risk
from 1st January in the following year to the subsequent date of expiry of policies
which is carried forward as a provision for unearned premiums and calculated on a
daily basis.

The insurance reserve of long term business is ascertained by actuarial valuation.

Full provision is made for the estimated cost of claims notified but not settled at the
balance sheet date and for the estimated cost of claims incurred but not reported by
that date, after deducting the amounts due from reinsurers. Provision has also been
made for the estimated cost of servicing claims notified but not settled at the balance
sheet date and to meet expenses on claims incurred but not reported at the balance
sheet date.

These reserves and provisions are classified as other accounts and provisions.

Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Bank
or the Group has a legal or constructive obligation arising as a result of a past event,
and it is probable that an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

(p) Employee Benefits

(i) Salaries, bonuses and leave benefits

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

sheet date.

Employee entitlements to sick leave and maternity leave are recognised when
the absences occur.
(i) Performance-related bonus plan
Liabilities for performance-related bonus plan, which are due wholly within twelve
months after the balance sheet date, are recognised when the Group has a
present constructive obligation as a result of services rendered by employees and
a reliable estimate of the obligation can be made.
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Notes on the Accounts (continued)

BRIAN T (&)

2. SIGNIFICANT ACCOUNTING POLICIES (continued) FEETBEK @

(i) Retirement benefits

Retirement benefits are provided to eligible staff of the Group. Hong Kong
employees enjoy retirement benefits under either the Mandatory Provident Fund
Exempted ORSO Scheme (“MPFEQS”) or the Mandatory Provident Fund Scheme
(“MPFS"). Both are defined contribution schemes. The employer’s monthly
contribution to both schemes are at a maximum of 10% of each employee’s
monthly salary.

The pension schemes covering all the Group’s PRC and overseas employees are
defined contribution schemes at various funding rates, and are in accordance
with the local practices and regulations.

The cost of all these schemes is charged to the profit and loss account for the
period concerned and the assets of all these schemes are held separately from
those of the Group. Under the MPFEQS, the employer’s contribution is not reduced
by contribution forfeited by those employees who leave the scheme prior to
vesting fully in the contributions. Under the MPFS, the employer’s contribution is
reduced by contribution forfeited by those employees who leave the scheme
prior to vesting fully in the contributions.

(iv) Share options

Share options are granted to employees to acquire shares of the Bank. For option
schemes adopted before 2002, the option price was 95% of the average closing
price of the existing shares of the Bank for the last five business days immediately
preceding the date of offer. For option schemes adopted in and after 2002, the
option exercise price equals the fair value of the underlying shares at the date of
grant. At the date of offer or the date of grant, no employee benefit cost or
obligation is recognised. When the options are exercised, equity is increased by
the amount of the proceeds received.

(q) Off-balance Sheet Financial Instruments

Off-balance sheet financial instruments, commonly referred to as derivatives, arise
from futures, forward, swap and option transactions undertaken by the Group and
the Bank in the foreign exchange, interest rate and equity markets. Netting is applied
where a legal right of set-off exists, which would survive the insolvency of all parties.
Mark-to-market assets and liabilities are presented gross, and are included in
" Advances and other accounts less provisions” and “Other accounts and provisions”
respectively. 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.

(i) Derivatives used for dealing purposes

Transactions undertaken for dealing purposes are marked to market and the net
present value of the gain or loss arising is recognised in the profit and loss account
as dealing profits or losses. Unrealised gains on transactions are included in
“Advances and other accounts” in the balance sheet. Unrealised losses on
transactions are included in “Other accounts and provisions”.
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Notes on the Accounts (continued)

-

Ak T2 BT it

(i) Derivatives used for asset and liability management purposes

Transactions designated as hedges are valued on an equivalent basis to the 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 positions.

To qualify as a hedge, a derivative must be effective in reducing the price or
interest rate risk of the asset or liability to which it is linked and be designated as

a hedge at inception of the derivative contract.

Interest rate swap transactions undertaken as part of the management of asset
and liability portfolios are separately identified and interest income or expense
arising therefrom is netted off against the related interest income or expense on

the on-balance sheet items which these transactions are hedging.

Any gain or loss arising on the termination of a qualifying hedging derivative is
deferred and amortised to earnings over the original life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated, the qualifying
derivative is immediately marked-to-market through the profit and loss account.

(r) Segment Reporting

A segment is a distinguishable component of the Group that is engaged either 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.

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 and those that can be allocated on a reasonable basis to
that segment. 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. The allocation
of revenue reflects the benefits of capital and other funding resources allocated to
the business or geographical segments by way of internal capital allocation and fund
transfer mechanisms. Inter-segment pricing is based on similar terms as those available

to other external parties.

Segment capital expenditure is the total cost incurred during the year to acquire
segment assets (both tangible and intangible) that are expected to be used for more

than one year.

(s) Related Parties

For the purposes of these accounts, 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 other entities.
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Notes on the Accounts (continued)
BRIEM &+ (&)

2. SIGNIFICANT ACCOUNTING POLICIES (continued) FEETBEK @

(t) Cash and Cash Equivalents t) REeERERBLEHR

. CHANGE IN ACCOUNTING POLICY

For the purposes of the cash flow statement, cash and cash equivalents comprise
balances with less than three months' maturity from the date of acquisition including
cash, balances with banks and other financial institutions, treasury bills, other eligible
bills and certificates of deposit that are readily convertible into known amounts of
cash and which are subject to an insignificant risk of changes in value.
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The Bank has adopted HKAS 40 “Investment Property” issued by the Hong Kong
Institute of Certified Public Accountants (“HKAS40") in the consolidated accounts
retroactively from 1st January, 2004 in accounting for its investment properties.

In prior years, investment properties were stated in the balance sheet at open market
value, less any accumulated depreciation. Buildings with either the remaining useful
life or the remaining lease period of the land on which they are situated being 20
years or less were depreciated on a straight line basis at rates calculated to write off
the cost or valuation of the building over the shorter of the remaining estimated
useful life of the building or the remaining lease period of the land. Surpluses and
deficits arising on revaluation of investment properties were recognised on a portfolio
basis. The net surplus was credited to the investment property revaluation reserve.
The net deficit was first set off against any investment property revaluation reserve
and any resulting debit balance was thereafter charged to the profit and loss account.
Where a deficit had previously been charged to the profit and loss account and a
revaluation surplus subsequently arose, this surplus was credited to the profit and
loss account to the extent of the deficit previously charged.

In order to comply with HKAS40, the Group has adopted new accounting policies for
investment properties as set out in Note 2(g)(ii) and 2(h)(i). As a result of the adoption
of these accounting policies, the Group’s profit for the year has been increased by
HK$174,797,000 and the net assets of the Group at the year end have been increased
by HK$97,054,000.

The effect of adopting the new accounting policies was adjusted to the opening
balance of 1st January, 2004 in accordance with the transitional provisions of HKAS40.
As a result, the comparative information has not been restated.
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. INTEREST INCOME FIE WA
2004 2003
HK$'000 &% F HK$'000 B#F it
Interest income on listed investments EEHFSMA 181,621 200,547
Interest income on unlisted investments FEETEHHFSHA 501,120 331,082
Other interest income HFSWA 4,999,339 5,232,100
Total interest income B AR5 5,682,080 5,763,729
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Notes on the Accounts (continued)

BRIEN aE (&)

5. INTEREST EXPENSE FIE % H

B TR _F e _ T _F R

2004 2003
HKS$'000 &%T 7t HK$'000 7% F 70
Interest expense on customer deposits, BRfER - #17K
deposits of banks and other financial Hith &R ENTRR
institutions and certificates of deposit issued BB T EENF S 1,714,979 1,827,231
Interest expense on Subordinated Notes BEZBOF B 325,627 325,460
Interest expense on other borrowings HinfaRFI S 13,899 14,958
Total interest expense FB X s 2,054,505 2,167,649
6. FEE AND COMMISSION INCOME BREER AW A
Fee and commission income arises from the following services: RE THIRBS RS B RAS KA -
2004 2003
HKS$'000 &%t HK$'000 BT
Corporate services ERYS 391,262 359,370
Loans, overdrafts and guarantees B3 BYRER 358,838 240,330
Credit cards =R 204,668 188,164
Other retail banking services H i TERITRG 111,614 129,911
Trade finance BH5mME 116,965 101,375
Securities and asset management EERBEEE 192,974 135,816
Others Hith 130,283 111,328
Total fee and commission income BB RAEKALRE 1,506,604 1,266,294
7. NET TRADING PROFITS X 5 FIiF%E
2004 2003
HKS$'000 &%t HK$'000 BT
Profit on dealing in foreign currencies SN B B A 160,636 135,623
Profit on other investments in securities HiBEHERF 152,050 307,944
Profit on other dealing activities Hith BB EEHT 47,685 29,512
Total net trading profits FR BT 360,371 473,079
8. OTHER OPERATING INCOME HMh&& U A
2004 2003
HKS$'000 &%t HK$'000 BT
Dividend income from listed equities FiESFREMA 28,333 16,930
Dividend income from unlisted equities FEEMEFRBWA 14,627 9,341
Rental from safe deposit boxes RERAEESIA 85,346 84,279
Net revenue from insurance activities RERZEBFUA 87,656 83,559
Rental income on properties MEBSWA 45,998 44,586
Others Hit 37,718 32,917
Total other operating income Hith g W A 58 299,678 271,612

RLRTERAT 2006 £ 89




Notes on the Accounts (continued)
BRIEM &+ (&)

9. OPERATING EXPENSES #&&#& % i

2004 2003
HK$'000 &% ¥t HK$'000 &%+

Contributions to defined contribution plan* ERERRES HER 103,478 94,191
Salaries and other staff costs FeREMETRA 1,329,711 1,251,150
Total staff costs BIRALE 1,433,189 1,345,341
Premises and equipment expenses excluding TEERENDER
depreciation R H
— Rental of premises —VEHS 142,542 132,703
- Maintenance, repairs and others —RE - fEREM 205,168 186,639
Total premises and equipment expenses
excluding depreciation TEERENYERRES LERE 347,710 319,342
Depreciation on fixed assets (Note 26) B EENE (Fik26) 243,961 228,842
Amortisation of goodwill (Note 25) B # S (MEE25) 143,875 140,087
Other operating expenses Hib8 &
— Communications, stationery and printing — 33 XA RER 159,047 143,858
— Legal and professional fees —FEREEREER 89,127 78,421
— Advertising expenses —-B5ER 87,820 64,306
— Business promotions and business travel — RIS E R IS ke 50,119 43,292
— Card related expenses —AlERRXH 41,104 31,112
— Stamp duty, overseas and PRC** business taxes, —ENTERL © BINRAE AR LAE
and value added taxes BER - RIEER 21,440 24,858
— Insurance expenses —RBE 14,035 5,550
- Debt securities issue expenses —BIEBESER 7,800 10,598
- Bank charges —RITE 7,296 5,844
— Administration expenses of secretarial business -NEXENTRER 7,159 7,237
— Membership fees -288H 5,126 4,943
- Bank licence —RITHERE 4,655 4,770
- Audit fee — SIS 4,123 3,803
— Donations —B% 2,043 3,881
— Others —Hfh 50,802 59,455
Total other operating expenses H b8 2 H4esE 551,696 491,928
Total operating expenses*** R R+ 2,720,431 2,525,540
*  Forfeited contributions totalling HK$3,810,000 (2003: HK$2,619,000) were utilised to reduce * ORI A ERES,810,000 7T (2003 6 ¢
the Group'’s contribution during the year. There were no forfeited contributions available for B #2,619,0007T) B #FAER L LB AL -
reducing future contributions at the year end (2003: Nil). FOLE S0 I S (E (] $5 R M T K JE A2 HEA T R FE

TSRS Z 4K (2003 % - 4&) °

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

*** Included in operating expenses are direct operating expenses of HK$13,374,000 (2003: ok FERNSESHOEAFHS KafREYE
HK$13,365,000) in respect of investment properties which generated rental income during EHIESIRERARE ] - £ 887/8%13,374,0007T
the year. (2003 : &#13,365,000 JT) °
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Notes on the Accounts (continued)

BRIEN aE (&)

B TR _F e _ T _F R

10. CHARGE FOR BAD AND DOUBTFUL DEBTS ZHERE REXH
2004 2003
HK$'000 &% Tt HK$'000 &% Tt
Net charge for bad and doubtful debts BERRAREGS LR
Specific provisions RN
— new provisions (Note 21(b)) — s (R EE21(0) 410,536 878,346
— releases — 5 (37,072) (118,863)
— recoveries (Note 21(b)) —4El (B E21(b)) | (J 79,95}) 77777 (18%,773?1) -
203,012 570,750
General provisions (Note 21(b)) — AR (FTEE21(b)
— new provisions —HEE 162,182 65,265
— releases — 5 | 7(972,5877) 77777 (132,%45) -
Net charge to profit and loss account RIBRRHFR 272,807 498,670

11. SHARE OF PROFITS LESS LOSSES OF ASSOCIATES  FE{LEf& 1\ Bl R FIREE
Share of profits less losses of associates included HK$318,000 (2003: HK$348,000) FEAGES &R RNEFRETE BB E 2 i
amortisation of goodwill. 318,0007C(20034F : 7&#5348,0007T)
12. INCOME TAX FiiS#t
(a) Taxation in the Consolidated Profit and Loss Account Represents: (a) #mABRIRAFIER !
2004 2003
HKS$'000 &%t HK$'000 BT
Current tax — provision for Hong Kong profits tax RERIE - BEFIETEE
Tax for the year (Note 29(a)) AEFEHIE (1:E29() 297,723 62,839
(Over)/under - provision in respect of prior years NEFEEEGEN), e @ 197
297,372 63,036
Current tax — overseas ARERBIE — 4N
Tax for the year REERE 52,279 50,668
Over-provision in respect of prior years EEERBRR (23,094) (3,193)
,,,,, 2185 44D
Deferred tax (Note 29(b)) BT (Fi17E29(b))
Origination and reversal of temporary differences TRt RES RER 53,392 293,790
Effect of increase in tax rate on deferred tax B &I NSRRI
balances at 1st January M A1 B2 & 8 - 7,897
,,,,, 53,392 DN
Share of associates’ taxation FEREE A RIBIE (4,619) 21,203
375,330 433,401

The provision for Hong Kong profits tax is calculated at 17.5% of the estimated
assessable profits for the year. Taxation for overseas subsidiaries is charged at the

appropriate current rates of taxation ruling in the relevant countries.

RN G ERBR AN ERETERTOGER
BiE17.5%=1E < BINITE R R RIHEE
R PTERRKRITHEAH
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12. INCOME TAX (continued)  Fr{8%8f @)

(b) Reconciliation between Tax Expense and Accounting Profit at Applicable Tax (b) FEBEX HESHERFLEER ZME 2 HIR

Rates
2004 2003
HKS$'000 &%t HK$'000 % T
Profit before tax Rt A A 2,823,897 2,374,308
Notional tax on profit before tax, RREARERFKERNGEHX
calculated at the rates applicable to profits FTERT AT
in the tax jurisdictions concerned BEHIE 465,443 426,197
Tax effect of non-deductible expenses TR LR ER 2 57,454 88,207
Tax effect of non-taxable revenue BRRARBANTIATE (89,356) (65,989)
Tax effect of tax losses not recognised RERNBHRNHIATE 11,384 9,246
Recognition of deferred tax assets on AFBIBRERRIELT
prior year tax losses BIEEE (24,797) (7,509)
Effect on opening deferred tax balances resulting RAERFERASHE
from an increase in tax rate during the year HIRERIER AR 2 - 7,897
Over provision in prior years AEFERERT (23,445) (2,996)
Tax benefits derived from leasing partnerships REABHENTIAR = (38,633) (42,918)
Others Hit 21,899 63
379,949 412,198
Share of associates’ taxation FEIGEE AR BIE (4,619) 21,203
Actual tax expense BB H 375,330 433,401
13. PROFIT ATTRIBUTABLE TO SHAREHOLDERS A% 3R & {h )% 7
The consolidated profit attributable to shareholders includes a profit of BERELES SN BEEFARTREAR
HK$2,070,825,000 (2003: HK$1,750,006,000) which has been dealt with in the H)3e A1 #2,070,825,0007T(2003 4 : B
accounts of the Bank. 1,750,006,0007T) ©
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14. DIVIDENDS J& 2

(a) Dividends Attributable to the Year (a) EBAFERE

2004 2003
HK$'000 ¥ ¥t HK$'000 A%+t

Interim dividend declared and paid of BER &% 111,480,480,902A%

HK$0.28 per share on 1,480,480,902 shares FRE0.28TTHF EIRE

(2003: HK$0.23 per share (20034 : 1,452,420,4408%

on 1,452,420,440 shares) (Note 32(i)) BRRE0.237T) (FIEE32(3) 414,535 334,057
Final dividend paid in respect of the previous XREEE BB RRITIRR

financial year on shares issued under the BB B AR R AR 2

share option schemes subsequent BIROE LEE

to the balance sheet date and before the close BFRB0.627TH)

of the Register of Members of the Bank, RERRR

of HK$0.62 (2003: HK$0.35) (20034 : HR#EM0.357T) 885 11
Final dividend proposed after TEREE RBREIRDN

the balance sheet date of HK$0.80 per share HRHARS1,491,998,551 %

on 1,491,998,551 shares FRB0.80T

(2003: HK$0.62 per share on (2003 : 1,467,453,5250%

1,467,453,525 shares) FRA%0.627T) 1,193,599 909,821

1,609,019 1,243,889

The final dividend proposed after the balance sheet date has not been recognised as FEAEE B2 BRI BB R A E B
a liability at the balance sheet date. REAE-

(b) Dividends Attributable to the Previous Financial Year, Approved and Paid (b) REEZERZNE ELFERE
During the Year
2004 2003
HK$'000 &% F HK$'000 & T

Final dividend in respect of the previous financial year, & B R 11,467,453,5250%

approved and paid during the year, BREK.627TH) FFEERPRE
of HK$0.62 per share on 1,467,453,525 shares (20034 : 1,446,345,070f%
(2003: HK$0.35 per share on 1,446,345,070 shares) ~ &&7%5#0.357T) 909,821 506,221
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15. EARNINGS PER SHARE #RZF|

(a) Basic Earnings Per Share

The calculation of basic earnings per share is based on earnings of HK$2,423,800,000
(2003: HK$1,921,714,000) and on the weighted average of 1,479,171,460 (2003:
1,453,702,043) ordinary shares outstanding during the year.

(b) Diluted Earnings Per Share
The calculation of diluted earnings per share is based on earnings of
HK$2,423,800,000 (2003: HK$1,922,793,000) and on 1,486,243,795 (2003:
1,459,024,994) ordinary shares, being the weighted average number of ordinary
shares outstanding during the year, adjusted for the effects of all dilutive potential

(a) BRERZEF
FRREAZF THIE R 5 I #52,423,800,0007T
(20034F : j8%1,921,714,0007T) & B 31T ¢ R
READ MY ANHESF 5 801,479,171,4608% (20034 :
1,453,702,043/%)51 & -

(b) BRESERF
BTSRRI THIRREFE%52,423,800,0007T
(20034F : j8%1,922,793,0007T) KL P A&
BEHEYENLTRRELARGLOL AR
P EINHEF 1D 801,486,243,7950% (20034 :

shares. 1,459,024,994/R)51 & °
(c) Reconciliations (o) HER
2004 2003
Number of shares Number of shares
R EE €]
Weighted average number of ordinary shares RIEHEBREARRTE
used in calculating basic earnings per share LR IRETII 2 1,479,171,460 1,453,702,043
Deemed issue of ordinary shares for R R TEER
no consideration BITEBR 7,072,335 5,322,951
Weighted average number of ordinary shares Bt EBRETERM N
used in calculating diluted earnings per share LRRD IR 1,486,243,795 1,459,024,994

16. DIRECTORS’ REMUNERATION E=M&
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Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong
Companies Ordinance is as follows:

REEBRAEIDE161 EREATEEMS
o

2004 2003

HK$'000 &% F HK$'000 B#F it

Fees we 1,619 1,349
Salaries and other emoluments FeREMME 17,530 13,000
Performance-related bonuses IR RENEAL 22,834 12,622
Pension contributions BRSHHK 1,200 1,200
43,183 28,171

Included in the directors’ remuneration were fees of HK$599,000 (2003: HK$494,000)
paid to the Independent Non-executive Directors during the year.

Included in the above remuneration, share options were granted to Executive Directors
under the Bank’s Staff Share Option Schemes. The details of these benefits in kind
are disclosed under the paragraph “Information on Share Options” in the Report of
the Directors and Note 37.

EEMeR BN TFRFEEB N TES
#£78%599,0007T (20034 : E#494,000
JT) °

LBl e B ERITEERIBARITEIESRK
FHEIER TRAE - BRALEBEYKENFS
FNEEGREEN[RBREEN KRBT
377 °
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The remuneration of the Directors is within the following bands: ExMeneEEENT
2004 2003
Number of Directors Number of Directors
EEAY EEAH
HKS B

0 - 1,000,000 12 13

4,500,001 - 5,000,000 -
8,500,001 - 9,000,000 2 -
17,000,001 - 17,500,000 - 1
24,000,001 - 24,500,000 1 -

17. FIVE TOP-PAID EMPLOYEES S5&HEMRESNES

The remuneration of the five top-paid employees, including Executive Directors, BIE(BEABE R ZIES ETRADEIRE © 5
disclosed pursuant to the Listing Rules of The Stock Exchange of Hong Kong Limited EFME=HEERBENTESNFTM AN
is as follows: m

2004 2003

HKS$'000 &% ¥t HK$'000 &% Tt

Salaries and other emoluments e kEMmBe 16,275 16,275
Performance-related bonuses FIREEEEAL 26,596 15,222
Share option Rk 8,876 3,381
Pension contributions BIRS R 1,502 1,502
53,249 36,380
The remuneration of the five top-paid employees is within the following bands: SEHMERSNIEENSEEELT ¢
2004 2003
Number of Number of
Employees Employees
EEAH EEAZ
HK$ &
4,000,001 - 4,500,000 - 1
4,500,001 - 5,000,000 - 2
5,000,001 - 5,500,000 - 1
5,500,001 - 6,000,000 2 -
8,500,001 - 9,000,000 2 -
16,500,001 - 17,000,000 - 1
24,000,001 — 24,500,000 1 -
Included in the emoluments of the five top-paid employees were the emoluments of 5% H MR = a0 E 8 B4E31L (20034 : 3f1)E
3 (2003: 3) Directors. Their respective directors’ emoluments have been included in = o MR EFE B1ER LitkizE1e -

Note 16 above.
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18. SEGMENT REPORTING

7R &

~
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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 this is more relevant to the Group’s internal financial reporting.

Business Segments
The Group comprises the following main business segments:

Personal banking business includes branch operations, personal internet banking,
consumer finance, property loans and credit card business.

Corporate banking business includes corporate lending and loan syndication, asset
based lending, commercial lending, community lending, securities lending, trust
services, mandatory provident fund business and corporate internet banking.

Investment banking business includes treasury operations, securities broking and
dealing, provision of internet security trading services.

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

Other businesses include bancassurance, insurance business, property-related business
and wealth management business.

Unallocated items mainly comprise the central management unit, bank premises,
and any items which cannot be reasonably allocated to specific business segments.

(a)

REBREER IR A D B RmELD HPEE -
F A 2675 53 BRI ) & 7N 5 I A P A 755 L A B

B BULRAI R B S BEM REARSE
iz

EBDE

AEBEREUTEEEB DR

BAARFTEBRESTEE  AAEFRBR
IR - HEMER RBEFREARE
% o

ERRITEBBRBELXEERREER &
BE - BEER  DNESEER  BHER
B3 ERERE  RHlE TR EB REEE
TFHRRRITIRTS ©

?ﬁﬁfﬂﬁ%ﬁ% BREMEENE BRELLRE
RS EESEER o

EERBEEARNNERY - &5
¥ - REEEEEREERY -
EMEBEERITRIR - RERER - SEHES
BNEB R EERER -

AOENERRE T EZRFEFRERE « #]17
7k - AR EMREES B AR TREXBDH
EVETSIRE) ©

BRREE
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2004
Personal ~ Corporate Investment  Corporate Inter-segment
Banking Banking Banking Services Others Unallocated elimination Consolidated
pix: A

BARST  &RXBF  REBFT  LERK At AR REEE  GoAE
HKS000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000
EMTn  ERTn  ERTn  EBTx BRTn BRTn BRTR BMTR

The Group £8
Net interest income FHERA 1,738,465 = 1,336,813 579,621 (50) 24,248 (51,522) - 3,621,575
Other operating income from RESNREPHEL

external customers mEA 436,784 268,027 496,950 387,894 193,442 85193 - 1,868,290
Inter-segment income AHEIRFRA - - - - - 108,778 (108,778) -
Total operating income EAl Nt 2,175,249 1,604,840 1,076,571 387,844 217,690 142,449 (108,778) | 5,495,865
Operating profit/{loss) before FRERNES

provisions it/ (B8 1,013,239 1,025,569 836,336 139,944 64,084 (303,738) - 2775434
Inter-segment transactions PRELRS 91,956 8,172 3,745 - 306 (104,179) - -
(Charge for)write back of bad BERRE

and doubtful debts (i) /& (84,842)  (206,148) (389) (9,033) 1,528 26,077 - (272,807)
Contribution from operations B 1,020,353 827,593 839,692 130,911 65918 (381,840) - | 2502627
Revaluation surplus on investment

properties BERENZRR - - - - - 227,941 - 227,941
Write back on impairment loss RirfTibAE

on bank premises BREE - - - - - 18,538 - 18,538
Share of profits less losses of JEfERE ARIER

associates HEE (1,723) 18,624 19,255 - 28,481 (261) - 64,376
Other income and expenses* Bt A R - (15,773) 19,830 - - 6,358 - 10415
Profit/{loss) before taxation B/ (58 1,018,630 830,444 878,777 130911 94,399 (129,264) - 2823897
Income tax &R - - - - - (375,330) - (375,330)
Minority interests SehRER - - - (24,767) - - - (24,767)
Profit/(oss) attributable to TR/

shareholders (B48) 1,018,630 830,444 878,771 106,144 94,399 (504,594) - 2423800
Profit/(oss) attributable to TR/

shareholders is after charging: (BRI :
Depreciation for the year ERRHE (91,616) (48,490) (17,205) (7,405) (6,909) (72,336) - (243,961)
Amortisation of goodwill HEEE (30538) (31,701)  (40,040)  (39,626) (1,970) - - (143875)
Segment assets PHEE 48448340 | 71,741,124 | 77,018,778 1,645,556 1,507,253 704,842 - 201,065,893
Investments in associates BERTRE 36,601 290,495 71399 - 319,574 1,804 - 725,963
Unallocated assets ANEEE - - - - - 8577,690 - | 857769
Total assets BELE 48,484,941 | 72,031,619 = 77,096,177 1,645,556 = 1,826,827 = 9,284,426 - 210,369,546
Segment liabilities AHERE 106,071,387 | 57,671,069 = 14,045,540 52,344 1,129,967 - - 178,970,307
Unallocated liabilities FAEERE - - - - - 5234979 - | 5234979
Total liabilities BfEEE 106,071,387 | 57,671,069 = 14,045,540 52344 1,129,967 5,234,979 - 184,205,286
Write back of impairment loss EERERRFA

credited to equity RRER - - - - - 12,839 - 12,839
Capital expenditure incurred

during the year EEREARR 53,613 74,870 88,472 228,523 28576 | 1432127 - | 1,906,181
*  Other income and expenses included net profit or loss on disposal of fixed assets, held-to- * HBWARXHBEHERTEEE  HEFIH

maturity debt securities, investment securities and associates, provision or write back on BB S  WEBHFNEE QR8RS B
held-to-maturity debt securities, investment securities and associates. ERMELSES - REBHFIE QRO R

Sk o
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18. SEGMENT REPORTING (continued) 70 2P3R4E (@)

(a) Business Segments (continued)

(a) 0 ER ()

2003
Personal  Corporate  Investment  Corporate Inter-segment
Banking Banking Banking Services Others  Unallocated  elimination ~ Consolidated
AEEL
EABfT 0587 RARG  CERE Eft AR RGEE  GRER
HKS000  HKS000  HKSO00  HKSO00  HKS000  HKS000  HKSO00  HKS'000
BETr  AETr  B¥TR A%t BTr  BEfr BEfr #ETR
The Group £\
Net interest income FHSHA 1,932,393 1,170,885 526,811 24 34,481 (68,514) - 359,080
Other operating income from RENREPEEM
external customers mEBA 393,717 254,897 566,319 358,375 147,970 78,339 - 1,800,167
Inter-segment income AHBZRHMA - - - - - 136,566 (136,566 -
Total operating income @ Es 2,326,110 1,425,782 1,093,630 358,399 182,451 146,441 (136,566) 5,396,247
Operating profit/(loss) before ARERNEE
provisions /(B8 1,286,224 880,649 858,429 112,477 36,722 (303,794) - 2870,707
Inter-segment transactions ABELZH 112,3% 11,256 6,779 - - (130,429) - -
Charge for bad and doubtful debts SR RRES (343519)  (112,574) (16,138) (9,995) (15,944) (500) - (498,670)
Contribution from operations =il 1,055,099 779,331 849,070 102,482 20,778 (434,723) - 2372037
Revaluation surplus on investment
properties ERENERR - - - - - 12,816 - 12,816
Impairment loss on bank premises  HTTERERR - - - - - (113,782) - (113,782)
Share of profits less losses of EEBENAET
associates BER (3.994) 26,007 1314 = 97,932 (8,661) - 112,593
Other income and expenses* AR - 3,250 (16,252) - 5,941 (2,300) - (9,361)
Profit/(loss) before taxation Bitaatl/ (&) 1,051,105 808,588 834,132 102,482 124,651 (546,650 - 2374308
Income tax FriEHt - - - - - (433,401) = (433,401)
Minority interests SYRRER = = = (18,992) (150) (51) - (19,193)
Profit/(oss) attributable to RRERER]/
shareholders (E8) 1,051,105 808,588 834,132 83,490 124,501 (980,102) - 19714
Profit/(oss) attributable to RRERER]/
shareholders is after charging: (BR)EMR :
Depreciation for the year FEANE (84,255) (40938) (16,340) (6,468) (7,593) (73,248) - (228,842)
Amortisation of goodwill HREE (31425)  (25214)  (45638)  (36:870) (940) - - (140,087)
Segment assets PHEE 43,173,407 56,294,715 82,861,682 1,169,400 1,103,878 90,214 - 189,693,29
Investments in associates BENRRE 31,926 342,601 53,840 - 304,705 3412 - 736,484
Unallocated assets AOBEE - - - - - 8046338 - 8046338
Total assets iR 48205333 56,637,316 82,915,522 1,169,400 1408583 8,139,964 - 198476,118
Segment liabilities AHak 110,392,305 45,031,831 13,440,069 62,760 731,779 - - 169,664,744
Unallocated liabilities APEEE = = = = - 4424705 - 4424705
Total liabilities AfEazE 110,392,305 45,031,831 13,440,069 62,760 731,779 4,424,705 - 174,089,449
Impairment loss charged REBRRER
to equity [ 3a5E ] = = = = - (122013) - (122013)
Capital expenditure incurred
during the year FENERRR 44,118 53,071 79,940 328,010 5329 15,732 - 526,200
*  Other income and expenses included net profit or loss on disposal of fixed assets, held-to- * HRARXHBENEERTELE  HEFIH

BHER  RERFNEEAFNEN - RIF
ERMEHES - REBSFMEE R FH R
KBl -

maturity debt securities, investment securities and associates, provision or write back on
held-to-maturity debt securities, investment securities and associates.
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(b) Geographical Segments

The information concerning geographical analysis has been classified by the location
of the principal operations of the subsidiaries, or in the case of the Bank itself, of the
location of the branches of the Bank responsible for reporting the results or booking

(b) HEDH

iR D BEMRRIBENBARNEEEY
FRPEHLEL - BARITAE - MIRARREZE
BB BEEARZ DITHE T ARID ©

the assets.
2004
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
A HEARLANE AfpENER At ABEZRSEH REAE
HKS'000B% T HK$'000B¥ T  HKS'000E¥ T HKS'000EMTr HKS000EMTT HKS000E%T
The Group 58
Total operating income BEWABE 4,504,742 528,168 209,545 523,386 (269,976) 5,495,865
Profit before taxation BHATRA 2,395,821 177,884 80,288 169,904 - 2,823,897
Total assets EELS 178,475,184 28,172,241 17,442,983 31,149,607 (44,870,469) 210,369,546
Total liabilities afEeE 157,253,477 28,117,952 17,267,817 23,821,351 (42,255,311) 184,205,286
Contingent liabilities and
commitments FRABRAR 33,548,424 3,508,652 4,199,197 3,029,858 - 44,286,131
Capital expenditure
during the year FENERRR 1,551,254 107,152 224,903 28712 - 1,906,181
2003
People’s Other Asian Inter-segment
Hong Kong  Republic of China Countries Others elimination Consolidated
FE  AEARLNE A EHER - T P i FRER
HKS'000EM T  HKS'000EMTL  HKS'000BHTFIL  HKS000BHTIL HKS000EBTT  HK§'000EBT T
The Group 58
Total operating income gepALE 4,582,445 439,362 180,084 485,688 (291,332) 5,396,247
Profit before taxation BRBtADER 2,028,663 157,833 74,525 113,287 - 2,374,308
Total assets AEEE 171,220,488 19,224,326 14,070,718 29,237,812 (35,277,226) 198,476,118
Total liabilities AfEEE 151,169,264 19,173,706 13,876,847 22,078,299 (32,208,667) 174,089,449
Contingent liabilities and
commitments BRIV ESS 28,437,677 2,239,141 2,280,989 1,738,291 - 34,696,098
Capital expenditure
during the year FRNERRX 456,695 47,843 843 20,819 - 526,200
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19. CASH AND SHORT-TERM FUNDS

RekEPES

The Bank $£17
2004 2003
HK$'000 ¥ Tt HK$'000 BT T

The Group £
2004 2003
HKS$'000 B¥TF 7  HK$'000 BT T

Cash and balances with banks Re REFITH
and other financial institutions Hi e mlENET 3,655,593 2,695,618 3,460,456 2,560,012
Money at call and short notice BARERER 32,251,148 29,843,667 32,068,851 29,625,898
Treasury bills (Note 28) B & &% (Fi:128) 3,970,997 3,494,225 3,963,240 3,321,527
39,877,738 36,033,510 39,492,547 35,507,437
An analysis of treasury bills
held is as follows: BEEEEHFAMIT :
- Unlisted, held-to-maturity, —F EHRHZEIIH
at amortised cost (GRENEE: SiE) 43,093 233,593 35,336 60,895
— Unlisted, other investments —F EmEMEFRE
in securities, at fair value (DFE) 3,927,904 3,260,632 3,927,904 3,260,632
3,970,997 3,494,225 3,963,240 3,321,527

All treasury bills are issued by central governments and central banks.

20. INVESTMENTS IN SECURITIES H41KRE

o

Fir7E BB (4545 FR T RIEUR e h RERTT 34T

(a) Certificates of Deposit Held - Unlisted (Note 28)

(a) BHAEMFHE-—F L (HEE28)

The Group &8 The Bank $277
2004 2003 2004 2003
HK$'000 ¥ Tt HK$'000 BT HKS'000 B¥F T HKS'000 BHFIT
Non-trading, at fair value FXZR%E (ATE) 1,028,179 1,418,361 1,024,189 1,418,361
Held-to-maturity, at amortised cost ~ #Z 2|5 (R(ER#E ) 1,418,768 1,598,195 1,041,839 1,140,958
2,446,947 3,016,556 2,066,028 2,559,319
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(b) Other Investments in Securities (b) HAbFHHRE
The Group &8 The Bank 27
2004 2003 2004 2003
HK$'000 5% F 7t  HK$'000 BE Tt HK$'000 B¥F i HK$'000 BT

Listed i)
~in Hong Kong —EBB LM
equity securities RS 410,594 455,821 353,588 432,351
debt securities B EH 752,502 - 752,502 =
- outside Hong Kong — EEBMIMEE
equity securities 17 2 % 186,195 286,491 146,638 271,897
debt securities B EH 2,947,608 4,016,859 2,566,292 3,641,903
4,296,899 4,759,171 3,819,020 4,346,151
Unlisted JFEm
— equity securities - Bip&EH 315,881 48,392 304,663 38,090
— debt securities — EES 3,950,587 5,343,772 3,645,698 5,103,735
4,266,468 5,392,164 3,950,361 5,141,825
8,563,367 10,151,335 7,769,381 9,487,976
Equity securities RS 912,670 790,704 804,889 742,338
Debt securities (Note 28) ER5EH (Fi7128) 7,650,697 9,360,631 6,964,492 8,745,638
8,563,367 10,151,335 7,769,381 9,487,976
Market value of listed securities FHEATE
— equity securities —BihESH 596,789 742,312 500,226 704,248
— debt securities —EES 3,700,110 4,016,859 3,318,794 3,641,903
4,296,899 4,759,171 3,819,020 4,346,151
Issued by: BATHE
- Central governments and
central banks — R RRT 286,836 741,084 246,592 387,022
— Public sector entities —REHE 704,100 1,929,256 704,100 1,929,096
- Banks and other
financial institutions —SRITREM S B 3,291,265 3,705,219 2,941,048 3,453,149
— Corporate entities — b 4,217,514 3,717,394 3,834,047 3,681,191
— Others —Eft 63,652 58,382 43,594 37,518
8,563,367 10,151,335 7,769,381 9,487,976
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Notes on the Accounts (continued)
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20. INVESTMENTS IN SECURITIES (continued) & RE @)

(c) Held-to-maturity Debt Securities (Note 28) () BZEEHNEEES (HFEE28)
The Group &8 The Bank $277
2004 2003 2004 2003
HK$'000 5% F it  HK$'000 BE T HK$'000 B¥F HK$'000 BT
Listed i}
—in Hong Kong il 518,281 162,957 497,682 131,865
- outside Hong Kong — ERBUIMYE EH 2,919,372 2,179,303 2,734,412 2,046,496
3,437,653 2,342,260 3,232,094 2,178,361
Unlisted JEET 12,658,431 9,366,965 12,085,066 8,912,519
16,096,084 11,709,225 15,317,160 11,090,880
Market value of listed securities EmESTE 3,450,682 2,346,884 3,238,673 2,176,637
Issued by: BATHE
— Central governments and
central banks — R RI R ERT 7,843,778 7,618,960 7,839,919 7,618,960
— Public sector entities —RERE 1,196,216 124,021 964,550 -
- Banks and other
financial institutions —RAIREMSRIEE 2,181,169 1,685,284 1,785,331 1,297,143
- Corporate entities —{% 4,874,921 2,280,960 4,727,360 2,174,777
16,096,084 11,709,225 15,317,160 11,090,880
(d) Investment Securities (d) BEZES
The Group &8 The Bank 17
2004 2003 2004 2003
HK$'000 &% HK$'000 A% TF7T HK$'000 ¥ T HK$'000 B¥TFT
Listed i)
- in Hong Kong —ERBLM
equity securities 1S - 50 - -
— outside Hong Kong — ERBMINEE F
debt securities BEBESR 71,410 68,457 71,410 68,457
71,410 68,507 71,410 68,457
Unlisted JELm
— equity securities - Bip&EH 142,285 151,935 102,255 112,322
— debt securities — EBES 22,678 22,655 18,180 18,003
164,963 174,590 120,435 130,325
236,373 243,097 191,845 198,782
Equity securities fn EH 142,285 151,985 102,255 112,322
Debt securities (Note 28) &5 7 (Ff7128) 94,088 91,112 89,590 86,460
236,373 243,097 191,845 198,782
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Notes on the Accounts (continued)
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The Group &8 The Bank 17
2004 2003 2004 2003
HKS$'000 BEF T HK$'000 BEF7T HKS$'000 B% T  HK$'000 EE T T

Market value of listed securities FHEATE
- equity securities - RthESH - 50 - -
— debt securities — EBES 81,943 68,717 81,943 68,717
81,943 68,767 81,943 68,717
Issued by: BTN
- Corporate entities — b 154,414 161,341 128,673 135,787
- Central governments and
central banks — RN RIRIT 14,577 - - -
- Banks and other
financial institutions —ROIRE S REE 3,910 = - =
— Others —Hit 63,472 81,756 63,172 62,995
236,373 243,097 191,845 198,782

21. ADVANCES AND OTHER ACCOUNTS LESS PROVISIONS CiHIBREH#E SRR EMERIE

(a) Advances to Customers and Other Accounts (a) BEPERKHEMMIRE
The Group &8 The Bank 17
2004 2003 2004 2003
HK$'000 &% HK$'000 A% T 7T HK$'000 B¥F T  HK$'000 BT

Advances to customers (Note 28) BFEX (Fiz28) 117,258,753 102,908,836 112,769,755 99,684,758
Advances to banks and other RITREMS LR
financial institutions (Note 28) B (fi5E28) 2,114,655 1,563,981 2,114,655 1,563,981
Accrued interest JEETAIE 1,054,632 1,137,979 1,019,140 1,111,846
Less: Suspended interest L BRAE (319,779) (439,982) (319,520) (439,431)
Other accounts H BRI 4,523,708 4,380,696 4,371,673 4,842,953
Construction in progress ERT2 - 468,235 - 468,235
124,631,969 110,019,745 119,955,703 107,232,342

Less: Provisions for bad and

doubtful debts A BRI
- Specific — B 342,320 380,400 217,143 238,978
- General - % 1,339,996 1,259,551 1,277,326 1,209,630

122,949,653 108,379,794 118,461,234 105,783,734
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Notes on the Accounts (continued)
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21. ADVANCES AND OTHER ACCOUNTS LESS PROVISIONS (continued) C3HIER%E4E 2 E 7R HMERE @

(b) Provisions Against Advances and Other Accounts for 2004 (b) 2004F &K HAbARIB R 2

The Group &8
Advances to customers and Suspended
other accounts Trade bills and others Total interest
EFENRAMEE E5RBRAM Ek ] BIFER
Specific General Specific General Specific General
i —& L7 —& E373 —&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BB BETT BETRT BETRT BETT
At 1st January MA1R 380,400 1,259,551 - 1,282 380,400 1,260,833 508,890
New provisions charged to
profit and loss account EABHRNIER
(Note 10) (FfizE10) 409,857 160,654 679 1,528 410,536 162,182 -
Provisions released back to
profit and loss account BEERROER
(Note 10) (FfizE10) (207,399) (90,649) (125) (1,738) (207,524) (92,387) -
Amounts written off e (420,582) (474) (679) - (421,261) (474) | (203,974)
Recoveries (Note 10) IEEAGRI) 170,327 210 125 - 170,452 210 -
Interest suspended
during the year FRBRHE - - - - - - 152,864
Suspended interest recovered R F| SIRE - - - - - - (79,374)
Additions through acquisition A WEMEL A
of subsidiaries HEE 2,062 - - - 2,062 - -
Other movements Hf 2% 1417 3,503 - - 1,417 3,503 -
Exchange adjustments S 6,238 7,201 - 23 6,238 7,224 1,723
At 31st December ®12A318 342,320 1,339,996 - 1,095 342,320 1,341,091 380,129
The Bank 17
Advances to customers and Suspended
other accounts Trade bills and others Total interest
EFENRAMEE E5RBRAM Ek ] BIFER
Specific General Specific General Specific General
i —& L3 —& E373 —&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BETT BETRT BETRT BETT
At 1st January MA1R 238,978 1,209,630 230,665 1,283 469,643 1,210,913 508,338
New provisions charged to
profit and loss account EABRRNITER 398,344 141,370 123,679 1,527 522,023 142,897 -
Provisions released back to
profit and loss account BEIBRRNER (176,858) (82,574) (22,319) (1,738)  (199,177) (84,312) -
Amounts written off s (409,125) (439) (679) - (409,804) (439)  (203,253)
Recoveries Y elga 158,542 210 125 - 158,667 210 -
Interest suspended
during the year FRBRAE - - - - - - 151,988
Suspended interest recovered  FRF| S E - - - - - - (78,900)
Other movements Hih 25 1,417 3,503 - - 1,417 3,503 -
Exchange adjustments A% 5,845 5,626 - 23 5,845 5,649 1,698
At 31st December M12A318 217,143 1,277,326 331,471 1,095 548,614 1,278,421 379,871
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Notes on the Accounts (continued)
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Provisions Against Advances and Other Accounts for 2003 2003F E MR E b ARIEHYER
The Group £
Advances to customers and Suspended
other accounts Trade bills and others Total interest
RPESRREMEE BHRBEREM Fe BRHE
Specific General Specific General Specific General
R —#& R —#& R —#&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BBTT BBTT BB BB BT BT
At 1st January MA1R 426,713 1,333,257 = 1,268 426,713 1,334,525 559,576
New provisions charged to
profit and loss account EABRRNIER
(Note 10) (fizE10) 878,092 63,830 254 1,435 878,346 65,265 -
Provisions released back to
profit and loss account BEERROERE
(Note 10) (fizE10) (307,382) (135,917) (214) (1,428) (307,596) (137,345) -
Amounts written off HisazE (824,582) (10,294) (254) = (824,836) (10,294) (171,621)
Recoveries (Note 10) Y eI (FtE10) 188,519 4,038 214 = 188,733 4,038 -
Interest suspended
during the year FRBRHE = - - - - - 201,591
Suspended interest recovered  BRF| SIE - - - - - - (81,381)
Additions through acquisition  &UEEHIE AR
of subsidiaries HEE - 36 - - - 36 -
Other movements Hin g 15,836 (2,979) - - 15,836 (2,979) -
Exchange adjustments BE A% 3,204 7,580 - 7 3,204 7,587 725
At 31st December M12A318 380,400 1,259,551 = 1,282 380,400 1,260,833 508,890
The Bank 17
Advances to customers and Suspended
other accounts Trade bills and others Total interest
RPESRREMEE BHREREM Fe BRHE
Specific General Specific General Specific General
R —#& R —#& R —#&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BBTT BRI BBTT BB BB BT BT
At 1st January MA1R 279,672 1,222,872 230,665 1,267 510,337 1,224,139 558,167
Additions through merger BERTRERRD
with EAC and EAF MBEAGEEE 20,228 80,296 = = 20,228 80,296 1,175
New provisions charged to EABRER
profit and loss account HORTER 832,605 52,442 254 1,436 832,859 53,878 -
Provisions released back to BEERE
profit and loss account RI%ER (291,047)  (132,996) (214) (1,427)  (291,261)  (134,423) =
Amounts written off HisazE (796,555) (9,662) (254) = (796,809) (9,662) (171,579)
Recoveries Y Elzs 182,723 1,533 214 = 182,937 1,533 -
Interest suspended
during the year FRBRHE = - - - - - 200,959
Suspended interest recovered R F| SIRE - - - - - - (81,110)
Other movements Hin g 9,837 (8,625) - - 9,837 (8,625) -
Exchange adjustments HEH EE 1,515 3,770 = 7 1,515 3,777 726
At 31st December M12A318 238,978 1,209,630 230,665 1,283 469,643 1,210,913 508,338
Suspended interest related only to advances to customers and other accounts. BRFSRERFERREMRESGR -
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Notes on the Accounts (continued)
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21. ADVANCES AND OTHER ACCOUNTS LESS PROVISIONS (continued) C3HIER%E4E 2 E 7R HMERE @

(c) Non-performing Advances to Customers () TERITEFEX
Non-performing advances to customers are advances on which interest is being placed TEITEFERANER BBARN SBARARE
in suspense or on which interest accrual has ceased. EFIEREFISHER
The Group &8 The Bank $27
2004 2003 2004 2003

HK$'000 &% HK$'000 A% TF7T HKS'000 E¥FT HK$'000 BE T

Gross non-performing advances

to customers TROIBFPER LR 1,365,432 2,526,389 1,360,524 2,510,946
As percentage of total advances

to customers EEFEREER AL 1.16% 2.45% 1.21% 2.52%
Specific provisions RERER 206,624 219,528 206,624 219,528
Suspended interest* BRA S * 380,129 508,890 379,871 508,338
*  Inclusive of interest capitalised * BEBERMEAFIE
There were no advances to banks and other financial institutions on which interest is 72004412 A31H %2003 128310 A%
being placed in suspense or on which interest accrual has ceased as at 31st December, EETRITREMSRMEENFIED - WEF]
2004 and 31st December, 2003, nor were there any specific provisions made for BRBAFBBREEXEFIEZAFENE
them on these two dates. B IMESL RS E TIRB RS -

22. ADVANCES TO CUSTOMERS - NET INVESTMENT IN FINANCE LEASES EFEX-®mEHENFRER

Advances to customers include net investment in equipment leased under finance BEEXNBENMEARER AL AEE - R
leases. The total minimum lease payments receivable under finance leases and their BREHERWNREREMNTERE  RER
present values at the year end are as follows: BIAF :

The Group and The Bank £B R 17

2004 2003
Present value of Interest Present value of Interest
the minimum  income relating  Total minimum the minimum income relating  Total minimum
lease payments  to future periods lease payments lease payments to future periods lease payments

BERENTAE BRARNERA SERENREE SERENTRE HERKSRA SERENHEE
HKS'000E% T HK$'000BTT HKS'000E%TR  HKS'000AHBTT  HKS000BHTT  HKS'000E% T

Amounts receivable: FENER :
Within one year 1E AR 815,401 111,436 926,837 550,741 117,715 668,456
After one year but

within five years 1ENBRZESER 1,262,417 217,59 1,480,011 1,034,853 297,777 1,332,630
After five years SEE 1,813,039 276,970 2,090,009 1,750,661 388,457 2,139,118

3,890,857 606,000 4,496,857 3,336,255 803,949 4,140,204
Less: Provisions for bad and 3l : BBk}
doubtful debts REEE (3,846) (7,453)

Net investment in finance BEHEN

leases FRER 3,887,011 3,328,802
The net investment in finance leases is carried on the balance sheet as a receivable. BMERENFREBEREEUIRTAEER
No accrual is made for the interest income relating to future periods. BR - EIERAARBBOFEWA -
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Notes on the Accounts (continued)
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23. INVESTMENTS IN SUBSIDIARIES FiEB A TR E

The Bank 17
2004 2003
HK$'000 &% Tt HK$'000 &% Tt

Unlisted shares, at cost Em (RE) 2,008,087 1,980,975
Less: impairment loss B ORERER (169,850) (169,850)
1,838,237 1,811,125
Acquisition of subsidiaries: =N
On 9th March, 2004 the Group acquired the remaining 30% interest in Asia Strategic N2004F3 A9 B AEEBENUBRER
Capital Limited for a cash consideration of US$3,475,500. 83,475,500 8 AAsia Strategic Capital
Limited #4230 % 4 -
The Group formed Tricor Singapore Pte. Ltd., a 75.6% subsidiary, to acquire the 200410 R1H - NEEFAK—[H%
secretarial, share registration and bookkeeping businesses of PricewaterhouseCoopers 575.6% 1z Bt & 22 Bl—Tricor Singapore Pte.
in Singapore on 1st October, 2004 for a cash consideration of $$68,000,000. Ltd. + SRS REFT N #68,000,0007TH AZE
EFGGEG RN EBHTRFTIRME « EF
B MR
The following list contains only the particulars of subsidiaries which principally affected U THEIBERREENEE  SEHBE
the results, assets or liabilities of the Group. The class of shares held is ordinary unless BEARTZENMBAT © BRIESBINGHE - 1bF
otherwise stated. &0 B8 AL ©
Details of these companies are as follows: IS BARMFBIT:
Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank  The Group Nature of business
AERAT EE
AR BB R B 2 bt B ERTRARKA FRih Rz Frib ez E k=
Bank of East Asia (Trustees) Hong Kong HK$#4%150,000,000t  100% Trustee
Limited B {EFERRTS
RIpIRTT (E50) AR DA
BEA Pacific Asia Limited Hong Kong US$13,000,000% 7T 100% Investment holding
B REER
BEA Pacific (Vanuatu) Vanuatu US$100,000% 7T 100% Holding of a single
Limited FEFE outstanding deposit
FE —ARIRERER
Blue Cross (Asia-Pacific) Hong Kong HK$74%#189,000,000t  100% Insurance
Insurance Limited B R
E+F @R REERAR
East Asia Asset Management Hong Kong HK$7&%510,000,0007T 100% Asset management
Company Limited B BEERE
REEEEEARAR
East Asia Corporate Services BVI US$250,000% 7T 75.6% Registered agent and
(BVI) Limited KBRS trustee services
IR RS FEARTS
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Notes on the Accounts (continued)
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23. INVESTMENTS IN SUBSIDIARIES (continued) Ffi B A FRE @

Place of
incorporation Issued and % Held by
Name of company and operation  paid-up capital The Bank  The Group Nature of business
AERAT REE

PLIECE FE B2 B 5 it B ERTRARKRE Frib Rz Frib Rz FBME

East Asia Electronic Data PRC US$2,700,0003=7t 100% Servicing
Processing (Guangzhou) rhEE A R AR AR
Limited (Note 1)

RaBETERERE (BM)
BRAR FFE)

East Asia Facility Management  Hong Kong HK$75%510,0007T 100% Facility management
Limited B RHEE IR

RERMEEERR AR

East Asia Financial Holding BVI US$1%T 100% Issuer of
(BVI) Limited KBRS subordinated notes

REFBEETA

East Asia Financial Services BVI US$23,296,000% 7T 100% Investment holding
(BVI) Ltd. REBERHS REER

East Asia Futures Limited Hong Kong HK$7&#7,000,0007T 100% Options and

RuHERRAR B futures trading

HRERBEER

East Asia Holding Company, US.A. US$5%7T 100% Bank holding company
Inc. e RITHEAR A A

East Asia Indonesian Seychelles US$100,000% T 100% Investment holding
Holdings Limited (Note 2) EEH REER

East Asia Investment Hong Kong HK$7#%100,000,0007t  100% Securities trading
Holdings Limited B BHFEE

REREERER AT

East Asia Investments BVI HK$7#%186,038,725;t 100% Investment holding
Holdings (BVI) Ltd. KBRLES REER

East Asia Properties Holding Hong Kong HK$7%510,0007T 100% Investment holding
Company Limited B REER

REYEERER AT

East Asia Properties Hong Kong HK$7%#:10,0007T 100% Property holding
Investment Company B MERE
Limited

REMEREFR DA

East Asia Properties (US), US.A. US$537T 100% Property holding
Inc. £ LIESSYE]

East Asia Property Agency Hong Kong HK$75#51,000,0007T 100% Property agency
Company Limited B MERE

FEMEKREERAA

East Asia Property Holdings Jersey STGE 985 100% Property holding
(Jersey) Limited EAS MERH
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Notes on the Accounts (continued)

BE 18 [+ 21
RIX ’E PN At

)

Place of
incorporation Issued and % Held by
Name of company and operation paid-up capital The Bank  The Group Nature of business
AERAT TEE
AT ER TR I S 3 B ERITRBERE Frib Rz Frib gz E LA
East Asia Secretaries (BVI) BVI HK$7%#300,000,0007T 75.6% Investment holding
Limited REELHS BEER
East Asia Securities Company  Hong Kong HK$7&#25,000,0007T 100% Securities broking
Limited B BHEE
REHEHARAR
East Asia Strategic Holdings BVI US$50,000,000% 7T 100% Investment holding
Limited RBRIHS REER
Golden Wings International BVI US$10,000% T 100% Property investment
Ltd. RBRLHS MERE
Leader One Limited BVI Us$1%T 100% Investment holding
RBRIHS REER
Secretaries Limited Hong Kong HK$&# 27T 75.6% Business, corporate
WEBERBERAA BB and investor services
A% - EERKEERS
Strath Corporate Services Hong Kong HK$##27T 75.6% Business and corporate
Limited B services
PR R B S AR TS
Tengis Limited Hong Kong HK$#&#207T 75.6% Business, corporate
BEREFAR AR B and investor services
A% - EERKREERS
The Bank of East Asia (BVI) BVI US$1,000,000%t 100% Banking services
Limited REELHS RITIRTS
FIiRTT (RBELES)
BRAA
The Bank of East Asia Canada C$n%38,000,0007T 100% Banking services
(Canada) mex RITIRTS
INEARRIERIT
The Bank of East Asia U.S.A. US$4,000,000%7t 100% Banking
(U.S.A.) N.A. £S5 $R1T
EBIR I ERTT
Tricor Holdings Limited BVI US$7,001%7% 75.6% Investment holding
REELHS TEER
Tricor Services Limited Hong Kong HK$A&# 27T 75.6% Business, corporate
BEEXEBERAA BB and investor services
AR - BERIEEERS
Tricor Singapore Pte. Ltd. Singapore S$ETINEEE2 7T 75.6% Investment holding
ESimiliEE REER
Notes: Bt -

1. Represents a wholly foreign owned enterprise.

2. This company has re-domiciled from Mauritius to Seychelles on 30th December, 2004 and
the issued and paid up capital was increased from US$2 to US$100,000.

3. BVIdenotes the British Virgin Islands and PRC denotes the People's Republic of China.

1. E S ERE-

2. 2004412 A30H @ It ARIE R EEXREEMZ
EHER  BEEFTRYERAB2 ETE M
Z100,000%7T °
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Notes on the Accounts (continued)
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24. INVESTMENTS IN ASSOCIATES Hf&E R RIIRE

The Group &8 The Bank 17
2004 2003 2004 2003
HK$'000 ¥ T  HK$'000 AT HKS'000 BT HK$'000 B FiT

Unlisted shares, at cost JEETR (R1E) - - 333,018 375,013
Share of net assets EEFEE 752,897 760,267 - =
Goodwill unamortised AT E 70 388 - -
752,967 760,655 333,018 375,013
Less: impairment loss VIR HI=EEPS (27,004) (24,171) (189,375) (192,373)
725,963 736,484 143,643 182,640
Loans to associates amounting to HK$221,029,000 (2003: HK$213,837,000) are Bt N BB B #221,029,0007T (20034 :
included under advances to customers. 213,837,000 E BIFEEFEFEM °
The following list contains only the particulars of associates, all of which are unlisted RTHREREERSENEENEETEXR
corporate entities, which principally affected the results or assets of the Group: TENBENT  WERENFBIELTA
ET °
Place of % of ordinary shares
incorporation held by
Name of company and operation The Bank The Group Nature of business
HER
AERAT EE

AR BB EEAR % 2 it B FRih Rz Frih ez Ak
Cementhai SCT Hong Kong 20% Trading

(Hong Kong) Limited B 25
MRS (F) BESHBR AR
DaimlerChrysler Services Hong Kong 20% Financing and

China Limited B leasing services
HEEI SR BB R AR THE R BIRTS
DaimlerChrysler Services Republic of Korea 20% Financial services

Korea Limited e AR
East Asia GE Commercial Hong Kong 50% Factoring

Finance Limited (formerly B BEER

East Asia Heller Limited)
REBAERARIQR

(AR S A B R A A)
ICEA Finance Holdings BVI 25% Investment holding

Limited KBRS REER

TRRGERIERERAR
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Notes on the Accounts (continued)

BRIEN aE (&)

1. This company has commenced members’ voluntary liquidation on 25th January, 2005.

2. BVI denotes the British Virgin Islands.

| | | |
- = | B - = | e
Place of % of ordinary shares
incorporation held by
Name of company and operation The Bank The Group Nature of business
HER
ARERIT REME
AR BB EEA % S it B Fiih Rz Fiih RS E
Platinum Holdings Company Cayman Islands 30% Investment holding
Limited FEeHS REER
PT. Bank Resona Perdania Indonesia 24.9% Banking & related
ENfe financial services
RITRB B RRS
Sunfire Enterprises Limited BVI 20% Property development
RELEERAT RBETES MEER
Trans-Ocean Insurance Hong Kong 48.7% Insurance
Company, Limited B Rz
BEFRRERAF
Trilease International Limited
(Note 1) Hong Kong 20% Leasing
SmEEREREERAR (1) B HE
Notes: et

1. IHARIER200541 A25 A B4 8 B B)Ehs -

25. GOODWILL &
The Group £8 The Bank 217
HKS$'000 &%t HK$'000 &% Tt
Cost B
At 1st January, 2004 7200451818 2,815,591 1,933,238
Additions through acquisition of subsidiaries =N [ ob 244,763 -
Exchange adjustments BE H AR EE 3,951 -
At 31st December, 2004 720046128318 3,064,305 1,933,238
Accumulated amortisation and
impairment losses Rt R EREK
At 1st January, 2004 #2004F1 A1H 472,183 376,284
Amortisation for the year (Note 9) FZ N H(ITE) 143,875 96,662
Exchange adjustments BE H AR EE 91 -
At 31st December, 2004 20046124318 616,149 472,946
Carrying amount at 31st December, 2004 2004412 A31 BEREAE 2,448,156 1,460,292
Carrying amount at 31st December, 2003 7200312 A31BEREE 2,343,408 1,556,954
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Notes on the Accounts (continued)

BRIEN & ()

112

E = N =2 = L N
26. FIXED ASSETS [EE&E
The Group £H
Furniture,
Investment Fixtures and
Properties Bank Premises Equipment Total
&R
REME it RERRE Fot
HK$000 8%Fx HKS$'000 &% T HKS$'000 E¥ T HK$'000 B%Fx
Cost or valuation BAfEE
At 1st January, 2004 200451 R1H
— As previously reported — AN ER 268,279 3,941,229 1,673,511 5,883,019
— Adjustments arising from
change in accounting -AEHRKEEEE
policies HRE
- Set off with accumulated
depreciation - ZEHERE (11,440) - - (11,440)
— Revaluation of assets
transferred to investment —BESHEARE
properties VIES - 15,753 - 15,753
— Transfer from bank premises —BBTIEARE
to investment properties LIES 314,340 (396,890) - (82,550)
— As restated —&%] 571,179 3,560,092 1,673,511 5,804,782
Additions ®E 33 1,431,082 230,304 1,661,419
Additions through acquisition MBI E - - 2,568 2,568
Revaluation surplus SRS 227,941 - - 227,941
Revaluation of bank premises
transferred to investment
properties THEFEARENE - 13,788 - 13,788
Transfer from bank premises to
investment properties THE AR B Y% 41,382 (44,369) - (2,987)
Disposals i (39,019) (55,857) (78,341) (173,217)
Exchange adjustments ME N AR 1,418 2,569 8,853 12,840
At 31st December, 2004 20045128318 802,934 4,907,305 1,836,895 7,547,134
Accumulated depreciation
and amortisation ZEHTE R
At 1st January, 2004 200451 R1H
— As previously reported — nAnER 11,440 651,727 1,135,154 1,798,321
— Adjustments arising from
change in accounting -AEHRKEEEEE
policies H)HE
— Set off against cost — AR (11,440) - - (11,440)
— Transfer to investment
properties —BAREBYE - (82,550) - (82,550)
— As restated Sk - 569,177 1,135,154 1,704,331
Additions through acquisition MBI E - - 2,000 2,000
Charge for the year (Note 9) FEAZH () - 51,707 192,254 243,961
Transfer to investment properties BAREYF - (2,987) - (2,987)
Write back of impairment loss AR KRR - (31,377) - (31.377)
Written back on disposals B ] 3 - (5,784) (67,489) (73,273)
Exchange adjustments X AR - (148) 6,877 6,729
At 31st December, 2004 2004512318 - 580,588 1,268,796 1,849,384
Net book value at REFE
31st December, 2004 720045124318 802,934 4,326,717 568,099 5,697,750
Net book value at REFE
31st December, 2003 #200312F318 256,839 3,289,502 538,357 4,084,698
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Notes on the Accounts (continued)

BRI &t (48)
-_ | " | - | " =
Furniture,
Investment Fixtures and
Properties Bank Premises Equipment Total
&R
REME ik RERRE oLl
HK$'000 8%t HK$'000 &% T HK$'000 E% Tt HK$'000 B%Fx
The gross amounts of the
above assets are stated: FEEMBRESTRIT
At cost HADEN - 3,666,085 1,836,895 5,502,980
At Directors' valuation RESME
- 1989 —19894F - 1,079,644 - 1,079,644
—1991 —19914F - 161,576 - 161,576
At professional valuation REXME
-2004 —2004F 802,934 - - 802,934
802,934 4,907,305 1,836,895 7,547,134
The Bank 47
Furniture,
Investment Fixtures and
Properties Bank Premises Equipment Total
BH
REME ik RERRE ot
HK$'000 8%t HK$'000 &% T HK$'000 E% Tt HK$'000 B%Fx
Cost or valuation BAfEE
At 1st January, 2004 20041818
— As previously reported — IATESR 143,690 3,403,526 1,471,446 5,018,662
— Adjustments arising from
change in accounting —Re IR EES
policies HHE
- Set off with accumulated
depreciation - ZEHERE (1,188) - - (1,188)
— Revaluation of assets
transferred to investment
properties —BEEHEARENE - 44,323 - 44,323
— Transfer from bank premises
to investment properties — T AR EY% 292,141 (359,836) - (67,695)
— As restated —E# 434,643 3,088,013 1,471,446 4,994,102
Additions 2E - 1,431,081 192,613 1,623,694
Revaluation surplus EfRrS 207,093 - - 207,093
Revaluation of bank premises
transferred to investment
properties THEFEARENE - 13,788 - 13,788
Transfer from bank premises to
investment properties THE AR B Y% 41,382 (44,369) - (2,987)
Disposals HE (39,019) (43,378) (65,019) (147,416)
Exchange adjustments LS 117 2,055 6,194 8,366
At 31st December, 2004 20045124318 644,216 4,447,190 1,605,234 6,696,640
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Notes on the Accounts (continued)

BRIEN & ()
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26. FIXED ASSETS (continued) EEEE @)
Furniture,
Investment Fixtures and
Properties Bank Premises Equipment Total
&R
REME it EBERRE ot
HK$000 8%Fx HKS$'000 &% T HKS$'000 E¥TFx HK$'000 B%Fx
Accumulated depreciation
and amortisation SRt E R
At 1st January, 2004 200451 R1H
— As previously reported — AR 1,188 397,778 1,022,889 1,421,855
- Adjustments arising from
change in accounting —REBREEES
policies LS
— Set off against cost — AR SH (1,188) - - (1,188)
— Transfer to investment
properties —EARENE - (67,695) - (67,695)
— As restated —E# - 330,083 1,022,889 1,352,972
Charge for the year FEAXH - 45,653 159,510 205,163
Transfer to investment properties BAREY* - (2,987) - (2,987)
Write back of impairment loss DEREE =N EEE - (12,839) - (12,839)
Written back on disposals B ] 3 - (4,044) (54,700) (58,744)
Exchange adjustments BE X B - 425 4,784 5,209
At 31st December, 2004 20045124318 - 356,291 1,132,483 1,488,774
Net book value at BREHE
31st December, 2004 R2004412A318 644,216 4,090,899 472,751 5,207,866
Net book value at REFE
31st December, 2003 720035124318 142,502 3,005,748 448,557 3,596,807
The gross amounts of the
above assets are stated: ARSI
At cost REKA - 3,367,546 1,605,234 4,972,780
At Directors' valuation RERME
- 1989 —19894F - 1,079,644 - 1,079,644
At professional valuation REXME
-2004 —20045 644,216 - - 644,216
644,216 4,447,190 1,605,234 6,696,640
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Notes on the Accounts (continued)

BRIEN aE (&)

- o
-

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

TThE RIE M ER R FE R -

The Group 58
2004 2003
Investment Investment
Properties Bank Premises Properties Bank Premises
REME frit REM* 74
HK$'000 8% ¥  HK$'000 A% T HK$'000 B¥Fir HK$'000 BT
Freeholds KAEE
Held outside Hong Kong EEBLIMNEE 47,719 101,346 26,789 164,903
Leaseholds HfE
Held in Hong Kong EEE
On long lease
(over 50 years) REEA (S0FLA L) 645,649 3,528,248 195,850 2,341,220
On medium-term lease
(10 - 50 years) FERRE A (10E504) 20,000 238,349 34,200 311,736
On short lease
(below 10 years) A (10FAF) - 94 - 189
Held outside Hong Kong EREAIMEE
On long lease
(over 50 years) REIFA) (50F A L) 49,950 136,279 - 178,367
On medium-term lease
(10 - 50 years) FEE A (10£50%) 39,616 322,401 - 293,087
802,934 4,326,717 256,839 3,289,502
The Bank 17
2004 2003
Investment Investment
Properties Bank Premises Properties Bank Premises
REM=F it REM* 73k
HK$'000 8% ¥t  HK$'000 A% T HK$'000 B¥Fir HK$'000 BT
Freeholds KAEE R
Held outside Hong Kong EEBIMNEE - 13,731 4,702 12,918
Leaseholds HfE
Held in Hong Kong EEE
On long lease
(over 50 years) REIEA (S0F LA ) 534,649 3,381,870 103,600 2,211,183
On medium-term lease
(10 - 50 years) FERRE A (10E504) 20,000 238,349 34,200 311,736
On short lease
(below 10 years) FEEA (10FAF) - 94 - 189
Held outside Hong Kong EREAIMEE
On long lease
(over 50 years) REIFA) (50F A L) 49,950 136,279 - 178,367
On medium-term lease
(10 - 50 years) F A (10250%) 39,617 320,576 - 291,355
644,216 4,090,899 142,502 3,005,748
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Notes on the Accounts (continued)
BRIEM &+ (&)

26. FIXED ASSETS (continued) EEEE @)

The carrying amount of bank premises of the Group and the Bank would have been
HK$2,498,458,000 (2003: HK$2,659,416,000) and HK$1,947,984,000 (2003:
HK$1,964,292,000) respectively had they been stated at cost less accumulated
depreciation.

Investment properties in Hong Kong were valued at HK$665,649,000 as at 20th
December, 2004 by an independent valuer, DTZ Debenham Tie Leung Limited,
Chartered Surveyors who have among their staff Fellows of the Hong Kong Institute
of Surveyors and the valuation has been incorporated in the accounts as at 31st
December, 2004. The valuation was performed on an open market value basis.

The Group leases out investment properties under operating leases. The leases typically
run for an initial period from 1 to 10 years, with an option to renew the leases after
that date at which time all terms are renegotiated. None of the leases includes
contingent rentals.

Rental income receivable from investment properties held for use under operating
leases amounted to HK$45,998,000 in 2004 (2003: HK$44,586,000). There was no
contingent rental recognised during the year 2004 (2003: Nil).

The total future minimum lease payments of bank premises and investment properties
held for use under non-cancellable operating leases are receivable as follows:

BN R ERATDABK AR 2T T EABR © 1THERD
FREER 5 Bl AiE12,498,458,0007T (2003
4 #¥2,659,416,0007T) KA 1,947,984,000
7T (20034 : 5%1,964,292,0007T)

72004612 4208 + BEHIREYERBILH
R — FFEr RS RMEE AT - HEE AR
SRE2eeTER - (HEABK665,649,000
JC ERBEEMAA2004F12 8318 2RE
A o HERAFEME#ET

SENRERERABLEREDE - HEFH
BERIFE10F - FIEEK A BEOEE M
REZRE - IERNLTEREAEES -

RER - LEERERAHELREMENRER
4 AB#EA45,998,0007T (20034 : B
44,586,0007T) ° fE2004F EREBEH B
% (20034 : #) -

AT AT RS S R E BE AT RIRE Y
AR RREEBEE N RERRAT

The Group %8 The Bank 21T

2004 2003 2004 2003

HK$000 8%Fx HKS$'000 &% Fx HK$'000 #¥Fmr  HK$'000 BT

Within one year 1F AR 38,755 40,844 22,318 23,123
After one year but

within five years 1ELAMEZSEN 49,786 61,573 28,927 32,381

After five years SF AR 7,360 8,328 2,043 2,043

95,901 110,745 53,288 57,547
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Notes on the Accounts (continued)

BEN i ()
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27. AMOUNTS DUE FROM AND DUE TO SUBSIDIARIES KB A TIXZRXKHIE A TRE

During the year, the Bank entered into transactions with certain subsidiaries in the RER - ANRITEFLHBARE EFNES
ordinary course of its banking business. Details of the amounts due from and due to 25 o B ARRKRRHE R R FIEFF0
subsidiaries are as follows: T

(a) Amounts Due from Subsidiaries (a) BYBARRIK

The Bank 17
2004 2003
HK$'000 ;8% Fx HK$'000 B¥TT

Financial institutions SRS 421,722 502
Others HAfth 1,634,142 1,371,199
2,055,864 1,371,701
(b) Amounts Due to Subsidiaries (b) XHIBARKIE
The Bank 17
2004 2003

HKS$'000 ;&% Fxt HK$'000 BE#HFiT

Financial institutions SRS 5,002,439 5,077,157
Others HAfth 5,360,244 5,619,563
10,362,683 10,696,720
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Notes on the Accounts (continued)

BRIEN & ()
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28. MATURITY PROFILE HAPR D #7
Maturity Profile for 2004 2004 EHIRR 24
The Group &8
1yearor  5yearsor
Repayable 3 months less but over less but After
on demand orless 3 months over 1 year 5 years Undated Total
3fEANL
BER  3EAZIUT Z1F 15ULEEF 5ERE  EEHAH @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT BETT
Assets BE
— Treasury bills (Note 19) —BEEH (fi19) - | 3,784,702 186,295 - - - | 3,970,997
- Placements with banks and ~ —7ESR1T R EAth
other financial institutions SRENFN - | 7238759 @ 2,593,499 - - - | 9,832,258
- Certificates of deposit held ~ —HE&FHE
(Note 20(a)) (Fi7E20(a) - 1,038,530 258,799 988,323 161,295 - | 2,446,947
— Advances to customers -BFER
(Note 21(a)) (P&E21(a)) 4,964,737 15,193,618 @ 15,172,290 @ 42,237,184 = 38,372,449 1,318,475 117,258,753
- Advances to banks and other —#E#TREA
financial institutions SREEE
(Note 21(a)) (B7E21(a)) - 229,948 98,845 218,144 2,519 1,565,199 2,114,655
- Debt securities included in: ~ —EBEFEIE
~ Held-to-maturity debt — R 25| ERETS
securities (Note 20(c)) F# (F120(0) - 175,500 1,179,776 = 12,891,652 1,849,156 - 16,096,084
— Investment securities —REES
(Note 20(d)) (PEE20(d) - - 71,410 - 4,000 18,678 94,088
— Other investments in —EtEHERE
securities (Note 20(b)) (PEE20(b) - 666,131 1,550,987 3,982,813 1,192,379 258,387 7,650,697
4,964,737 | 28,327,188 | 21,111,901 60,318,116 41,581,798 = 3,160,739 159,464,479
Liabilities Bf&
- Deposits and balances of
banks and other financial ~ —$#17 R H 4 R
institutions NERREH 454,443 5,676,399 3,400,778 40,037 - - 9,571,657
- Deposits from customers S IRlEE 62,612,821 ' 91,293,158 = 5,912,264 = 3,919,422 - - 163,737,665
~ Demand deposits and —EHESR
current accounts EREER 11,919,118 - - - - - 11,919,118
- Savings deposits —HEFR 48,729,729 - - - - - | 48,729,729
—Time, call and
notice deposits —EHRRBAER 1,963,974 | 91,293,158 5,912,264 3,919,422 - - 103,088,818
- Certificates of deposit issued  —E #4172 F5E - 323,334 2,000,000 | 1,855,289 - - | 4,178,623
63,067,264 @ 97,292,891 @ 11,313,042 5,814,748 - - 177,487,945
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Notes on the Accounts (continued)

BRIEN aE (&)

- W " B - W " |
The Bank 1T
1yearor  5yearsor
Repayable 3 months less but over less but
on demand orless 3 months over1year After5 years Undated Total
3fEANUL
MEER  3EAIUT B1FE 1FENLESF S5EME  EHHAS L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BERTT BERTT BRTT BB BB BRI BERTR
Assets BE
~ Treasury bills (Note 19) —BEEH (fi19) - | 3,776,946 186,294 - - - | 3,963,240
— Placements with banks and ~ —7E8R4T R Efh
other financial institutions SREEHOER - 7,231,004 | 2,593,498 - - - 9,824,502
- Certificates of deposit held ~— —#A®FHE
(Note 20(a)) (FiEF20(@) - 1,038,530 258,799 768,699 - - 2,066,028
— Advances to customers -EFER
(Note 21(a)) (fizE21(a) 4,533,902 | 14,928,978 @ 14,225,632 @ 41,386,873 = 36,574,400 1,119,970 112,769,755
— Advances to banks and other —#E47RE
financial institutions SRKBER
(Note 21(a)) (FzE21(a) - 229,948 98,845 218,144 2,519 1,565,199 2,114,655
- Debt securities included in:  —EBEHEE
- Held-to-maturity debt —Fr 25| ER
securities (Note 20(c)) F# (F120(0) - 113,384 1,087,693 = 12,549,638 1,566,445 - 15,317,160
— Investment securities —REES
(Note 20(d)) (fizE20(d)) - - 71,410 - 4,000 14,180 89,590
- Other investments in —HihEHRE
securities (Note 20(b)) (PFzE20(b)) - 595,901 1,467,020 3,734,585 926,300 240,686 6,964,492
4,533,902 | 27,914,691 | 19,989,191 58,657,939 39,073,664 = 2,940,035 153,109,422
Liabilities B
- Deposits and balances of
banks and other financial  —#R{TREMSRIEE
institutions BERRER 454,443 5,636,345 3,385,230 - - - | 9,476,018
- Deposits from customers ~BFER 60,898,992 | 84,774,611 = 5,042,358 = 3,192,356 - - 153,908,317
- Demand deposits and —EHESR
current accounts ERERF 11,438,652 - - - - - | 11,438,652
— Savings deposits —FEEN 47,922,672 - - - - - | 47,922,672
- Time, call and
notice deposits —E B RB AT 1,537,668 = 84,774,611 5,042,358 3,192,356 - - 94,546,993
- Certificates of deposit issued ~ —B #4727 3% - 323,334 = 2,000,000 = 1,855,289 | 2,200,000 - | 6,378,623
61,353,435 90,734,290 = 10,427,588 5,047,645 2,200,000 - 169,762,958
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28. MATURITY PROFILE (continued)  HAFR 547 &)

Maturity Profile for 2003 2003 EHIR 24
The Group 52
1 year or 5 years or
Repayable 3 months  less but over less but
on demand or less 3months  over 1year After5 years Undated Total
3EAME
EIEFETR  3fAASUUAT EFE 1VFHLEESF SERE  EEHEH bt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BB BB BB BB BT

Assets BE
—Treasury bills (Note 19) —BEEH (fi19) - 2,394,706 1,099,519 - - - 3,494,225
— Placements with banks and - #EETREM
other financial institutions SREENER - 15265942 = 5,809,579 - - - 21,075,521
- Certificates of depositheld — —HE®FHE
(Note 20(a)) (P#E20(a)) - 1,049,763 1,082,553 753,563 130,677 - 3,016,556
— Advances to customers -BFER
(Note 21(a) (PEE21(a)) 4,774,844 12,736,626 = 11,907,410 = 35,639,296 @ 35,828,711 2,021,949 102,908,836
— Advances to banks and other —#R77 Rt
financial institutions SREEE
(Note 21(a)) (PEE21(a)) - 44,741 25,304 211,741 30,632 1,251,563 1,563,981
- Debt securities included in: ~ —EHEFEIE
~ Held-to-maturity debt — R 25| ERETS
securities (Note 20(c)) F (#20(0) - 251,229 845,891 9,922,112 689,993 - 11,709,225
— Investment securities —REES
(Note 20(d)) (PEE20(d) - - - 68,457 4,000 18,655 91,112
— Other investments in —EMEFRE
securities (Note 20(b)) (PEE20(b) - 178,103 1,061,797 6,716,523 1,386,942 17,266 9,360,631
4,774,844 31,921,110 @ 21,832,053 53,311,692 = 38,070,955 3,309,433 153,220,087
Liabilities Bf&

- Deposits and balances of
banks and other financial — —$F{TREMSEEE

institutions HFR R 1,202,565 4,741,645 1,509,087 63,268 - - 7,516,565

- Deposits from customers ~BPER 49,140,816 99,140,663 6,406,997 732,136 - - 155,420,612
- Demand deposits and —EHESR

current accounts EREER 9,612,966 - - - - - 9,612,966

- Savings deposits —FEEN 37,552,766 629 - - - - 37,553,395

—Time, call and

notice deposits —E B RB AT 1,975,084 99,140,034 6,406,997 732,136 - - 108,254,251

- Certificates of deposit issued  —E #4172 F5E - - 3,161,000 2,366,339 - - 5527339

50,343,381 103,882,308 11,077,084 3,161,743 - - 168,464,516
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Notes on the Accounts (continued)
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The Bank $17
1 year or 5 years or
Repayable 3 months  less but over less but
on demand or less 3months  over 1year After 5 years Undated Total
3fAAME
EIEFETR  3fAASUUT EFE 1FHLEESF SERE  EEERE b

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BB BB BB BT

Assets B
— Treasury bills (Note 19) —BEEH (fi19) - 2,222,008 1,099,519 - - - 3,321,527
— Placements with banks and - #EETREM
other financial institutions SRIEBRTER - 15,192,146 = 5,809,579 - - - 21,001,725
- Certificates of depositheld ~— —HE®FHE
(Note 20(a)) (P#E20(a)) - 1,010,948 851,846 696,525 - - 2,559,319
- Advances to customers —-EFER
(Note 21(a) (PEE21(a)) 4,411,817 11,685,647 11,232,709 = 35,005,105 @ 35,550,892 1,798,588 99,684,758
- Advances to banks and other —#E#TREA
finandial institutions SREEER
(Note 21(a)) (P=E21(a)) - 44,741 25,304 211,741 30,632 1,251,563 1,563,981
- Debt securities included in: ~ —fEBHEFBIE
- Held-to-maturity debt —Fr 25| ER
securities (Note 20(c)) F (#20(0) - 157,474 624,367 9,780,313 528,226 - 11,090,880
— Investment securities —REES
(Note 20(d)) (PiEE20(d) - - - 68,457 4,000 14,003 86,460
— Other investments in —EEFRE
securities (Note 20(b)) (PEE20(b) - 178,103 1,011,409 6,398,237 1,157,889 - 8,745,638
4,411,817 30,491,067 20,655,233 52,160,378 = 37,271,639 3,064,154 148,054,288
Liabilities Bf&

- Deposits and balances of
banks and other financial ~ — 817 RE 1 FhitktE

institutions BERRER 1,202,296 4,727,439 1,499,111 - - - 7,428,846

- Deposits from customers IS 47,353,784 92,916,805 = 5,007,607 674,651 - - 145,952,847
- Demand deposits and —EHESR

current accounts EREER 8,773,169 - - - - - 8,773,169

— Savings deposits —HEER 37,032,940 629 - - - - 37,033,569

—Time, call and

notice deposits —EHRRBAER 1,547,675 92,916,176 5,007,607 674,651 - - 100,146,109

- Certificates of deposit issued  —B&72 5% - - 3,161,000 2,366,339 2,200,000 - 7727339

48,556,080 97,644,244 9,667,718 3,040,990 2,200,000 - 161,109,032
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Notes on the Accounts (continued)
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29. INCOME TAX IN THE BALANCE SHEET X¥E&SBXRANNAEHR

(@) Current Taxation in the Balance Sheet Represents: (a) EEEEBERANKEFIES !
The Group &8 The Bank 17
2004 2003 2004 2003
HK$'000 #%Fx  HK$'000 B%TFr HK$'000 B¥TFx  HK$'000 BT

Provision for Hong Kong profits tax ~ AFEFERGHER

for the year (Note 12(a)) (BtE12(a)) 297,723 62,839 245,028 26,923
Provisional profits tax paid BRI EEFEH (237,837) (25,382) (201,359) (3,786)
59,886 37,457 43,669 23,137
Balance of profits tax provision
relating to prior years NEFENEHEEEA 88,674 57,009 88,222 54,150
Overseas taxation FINGIE 30,809 50,178 20,139 45,388
179,369 144,644 152,030 122,675
(b) Deferred Tax Assets and Liabilities Recognised (b) ELEMIBEEREBERER
The components of deferred tax (assets)/liabilities recognised in the consolidated ERNREBERBRPELEHE (BE) /8
balance sheet and the movements during the year are as follows: BEOVEKIBD RFRNZEEIAT :
The Group @
Depreciation
allowances
in excess of Leasing  Revaluation Unrealised
related partnership of gains on FX Tax
depreciation transactions  properties  Provisions  contracts losses Others Total
BRERNE HESHE
Deferred tax arising from: EERERH HiESBE ABEERS WEEf b3 EREA 8 -0 ]
HK$'000 HK$'000 HKS$'000 HKS'000 HKS$'000 HK$'000 HKS$'000 HK$'000
AT ABTT AT AT ABTT AT ABTT AT
At 1st January, 2004 H2004E1A18
- As previously reported ~WAIER 281,859 555,523 184,346 (171,480) - (67,324) 1,781 784,111
- Adjustments arising from change
in accounting policies -FEHBREFEEN
(Note 32(c) % (132(0) - - 5997 - - - - 5,997
- As restated —-BR 281,859 555,523 190,343 (171,480) - (67,324) 1,781 790,708
Write off against investment RENHE - | (243308) - - - - - (243,308)
Charged/(credited) to consolidated
profit and loss account rhERENIE/ (BN
(Note 12(a)) (AE12) (1,107) 69,995 - (12,957) - (6,347) 3,808 53,392
Charged to reserves (Note 32(c)) [t (31320 - - 1,874 - - - - 1,874
Additions through acquisition
of subsidliary BEMBLANEE M - - - - - - 17
Exchange and other adjustments X R - - - (67) - 1,031 (3,942) (2,978)
At 315t December, 2004 R20044 124318 280,869 382,210 192,217 (184,504) - (72,640) 1,653 599,805
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Notes on the Accounts (continued)
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The Group &8
Depreciation
allowances
in excess of Leasing  Revaluation Unrealised
related  partnership of gains on FX Tax
depreciation  transactions  properties Provisions contracts [osses Others Total
BRAENE SNERDK
Deferred tax arising from: ELHERE : WRERKE ABRERS mESh Eff BRER T8 Hity &g

HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
BRI AT BRI AR AR BRI BT BRI

At 1st January, 2003 R2003F1R18 256,709 436,636 169,044 (164,620) 23972 (92,386) 3974 633,329
Write off against investment RENES - (166,823 ) - - - - = (166,823)
Charged/(credited) to consolidated A BZEANE/ (FA)
profit and loss account (Note 12(a)  (Fif312(a)) 24,983 285,710 = (6,693) (23972) 23,846 (2,187) 301,687
Charged to reserves (Note 32(c)) ikt 8 (1 332(0) - - 15,302 - - - - 15,302
Exchange and other adjustments X RE{hiEE 167 - - (167) - 1,216 - 1,216
At 31st December, 2003 120035127318 281,859 555,523 184,346 (171,480) - (67,324) 1,187 784,711
The Bank 7
Depreciation
allowances
in excess of Leasing  Revaluation Unrealised
related  partnership of gains on FX Tax
depreciation transactions  properties  Provisions  contracts losses Others Total
BRABNE HESHF
Deferred tax arising from: ELHERA HiESBE ABEERS NEER Ef EREN L2l ity a8

HKS$'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
AT BT AT RBTR BT AT BT AT

At st January, 2004 2004517818

- As previously reported ~IRIER 264,138 555,523 184,346 (171,314) - (55,135) 3,367 780,925

- Adjustments arising from

change in accounting -FEHBREEEEN
policies (Note 32 (c)) A% (FE32 (o) - - 5,997 - - - - 5,997

- As restated ] 264,138 555,523 190,343 (171,314) - (55,135) 3,367 786,922
Write off against investment RENES - (243,308) - - - - - (243,308)
Charged/(credited) to consolidated

profit and loss account GABRENNE/ BN 4,187 69,995 - (11,035) - (6,468) 2,403 59,082
Charged to reserves (Note 32 (c) ~ Gitaiiia (1532 (0) - - 1,874 - - - - 1,874
Exchange and other adjustments ~ EXREfEE - - - (66) - (5.681) - (5,747)
At 31st December, 2004 120048128318 268,325 382,210 192,217 (182,415) - (67,284) 5770 598,823
At 1st January, 2003 #2003£1A18 226,091 436,636 169,044 (151,676) 24,253 (74,382) 3,974 633,940
Additions through acquisition

of subsidiaries EREREARMEE 12,364 - - (12,848) - - - (484)
Write off against investment RENES - (166,823 ) - - - - = (166,823)
Charged/(credited) to consolidated

profit and loss account GRERENNE/ (TN 25,683 285,710 - (6,790) (24.253) 19,224 (607) 298967
Charged to reserves (Note 32 (c) ~ Gitaiiia (132 (0) - - 15,302 - - - - 15,302
Exchange and other adjustments ~ EXREfER - - - - - 23 - 23
At 31st December, 2003 1M2003%124318 264,138 555,523 184,346 (171,314) - (55,135) 3,367 780,925

REEAFERAT 2004&EH 123




Notes on the Accounts (continued)
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29. INCOME TAX IN THE BALANCE SHEET (continued) BESEBEXRAMEIEH @

(b) ELEFIREER B EER (&)

The Group &8 The Bank 277
2004 2003 2004 2003
HK$'000 ¥ T  HK$'000 A¥TFr HKS'000 BT HK$'000 B FiT

(b) Deferred Tax Assets and Liabilities Recognised (continued)

Net deferred tax assets BRANEERERN
recognised on the balance sheet EERIBRETSR (95,119) (79,217) (84,942) (65,725)
Net deferred tax liabilities BRNEEBBERN
recognised on the balance sheet EEHEAETE 694,924 863,928 683,765 846,650
599,805 784,711 598,823 780,925

(c) Deferred Tax Assets Not Recognised (c) RERELBERE

The Group has not recognised deferred tax assets in respect of tax losses of
HK$104,441,000 (2003: HK$68,978,000). Under the current tax legislation, the expiry
dates of the tax losses were as follows:

£ E I AR R R IE A 104,441,00075(20034:
75 #68,978,0007T) BiEEF EE E o RIZIREF
PABIED) - ZERIEBENEANT:

2004 2003

HK$'000 % ¥t  HK$'000 BT

Expiring within 5 years REFAEH 25,894 15,520
Expiring more than 5 years REFRE|H 5,509 -
No expiry date E2IEE 73,038 53,458
104,441 68,978

30.

LOAN CAPITAL fE&&EK

1 24 The Bank of East Asia, Limited Annual Report 2004

Loan capital of face value of HK$4,275,755,000 (US$550,000,000) and carrying
amount of HK$4,271,124,000 (US$549,404,000) represents 7.5% subordinated notes
qualifying as tier 2 capital which were issued on 30th January, 2001 by East Asia
Financial Holding (BVI) Limited, a single purpose wholly owned finance subsidiary of
the Bank. The Bank unconditionally and irrevocably guarantees all amounts payable
under the notes which are listed on the Luxembourg Stock Exchange. The notes will
mature on 1st February, 2011.

EE{ES#4,275,755,0007T (550,000,00057T)
KARE{EE#4,271,124,0007T (549,404,0003€
T HEEER - ZIERAETE— AN ER
EBEf#5AF] » East Asia Financial Holding (BVI)
Limited * 2001451 A308 %17 « £87.5% *
Wi E R RERNBEZRE - NRITEGM
ETBEHREECEERERSAT LA
ZRMERER - WERRIEEN2011F2A1
BEH -




Notes on the Accounts (continued)

BRIEN aE (&)

-y = | -y = |
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31. SHARE CAPITAL
2004 2003
No. of shares Nominal value No. of shares Nominal value
BRAEE [ERE & E [EE
000 T HK$'000 &% Tt 000 F HK$'000 #¥F
Authorised: FEERA
Ordinary shares of ERRER
HK$2.50 each 75#2.507T 2,600,000 6,500,000 2,600,000 6,500,000
Issued and fully paid: BREITRARRA :
At 1st January MA1R 1,467,453 3,668,634 1,446,345 3,615,863
Shares issued under Staff B iEME 8 ARG 2
Share Option Schemes BRI 11,264 28,159 14,204 35,510
Shares issued in lieu of
dividends PABRAC B BATRORR D 13,281 33,203 6,904 17,261
At 31st December M12A318 1,491,998 3,729,996 1,467,453 3,668,634

Pursuant to the approved Staff Share Option Schemes (the “Schemes”), options to
purchase ordinary shares in the Bank were granted to eligible employees. The option
price of the Schemes adopted before 2002 was 95% of the average closing price of
the existing shares of the Bank on The Stock Exchange of Hong Kong Limited for the
five business days immediately preceding the date of offer of such options. For the
Schemes adopted in and after 2002, the exercise price equals the fair value of the
underlying shares at the date of grant. The options granted under the Schemes will
be exercisable between the first and the fifth anniversaries of the date of grant. At
31st December, 2004, the outstanding options were:

Date of options granted

REHER T A

20/4/2000
19/4/2001
18/4/2002
02/5/2003
22/4/2004

Option price
REEE

HK$E#16.467TC
HK$%E#16.967T
HK$%E#15.807T
HK$#E#14.907T
HK$##23.237T

RIKEE RIS - EERHIES BEREAN
SRITEY L BARAR (D © FE20024F LA BTHER A EY 5T
2 RERERBREA TRIERE B ZAIsES%
BATTHRARMDOFHRTE5%TE o M
20024F R AR E ARG E] - ARIET TS (B ERAE
BRMNRZ T BENATEERR ° BRIt 2
BRI AR T BB E 1 AEESES
FEFEHRITTE © R20044512 A31 B HARTTER
R -

Number of shares

Ring&

1,480,000
2,185,000
2,795,000
8,570,000
15,045,000

RERITERADT 2004 F ]|
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Notes on the Accounts (continued)
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32. RESERVES f#1%

2004
The Group 58 The Bank #17  Associates Bi& A7
HK$'000 &% F HK$'000 &% T 7t HK$'000 &% F
(@) Share Premium (undistributable) (@) BMaERRE)
At 1st January K1A18 520,305 520,305 -
Net premium on shares issued under Staff EE BB B TETH
Share Option Schemes BRVREFE 144,230 144,230 -
Shares issued in lieu of dividends PARRR B TR AR (33,203) (33,203) -
Capital fee BAER (144) (144) -
As 31st December M12A31H 631,188 631,188 -
(b) General Reserve (b) —MRf#fE
At 1st January K1A18 11,747,096 11,587,520 51,694
Transfer from retained profits BB B 2,376 - 2,376
Shares issued in lieu of dividends PR B ETHRR D 295,794 295,794 -
At 31st December ®12A318 12,045,266 11,883,314 54,070
(c) Revaluation Reserve on Bank Premises (0 1THERGHE
(undistributable) (RARE)
At 1st January M1A18
— As previously reported — IRTRER 942,794 892,796 -
— Adjustment arising from -AEHRKEEEE
change in accounting policies ) 45,955 45,955 -
- Recognition of net deferred tax liabilities —REL TR A EFH
(Note 29 (b)) (Fit7E29 (b)) (5,997) (5,997) -
— As restated —5] 982,752 932,754 -
Recognition of net deferred tax liabilities REEHES EFE
(Note 29 (b)) (Kf5E29 (b)) (1,874) (1,874) -
Revaluation surplus on bank premises BATHEERENSE
transferred to investment properties FEEmE LR 13,788 13,788 -
Impairment loss written back AR EIRE 12,839 12,839 -
At 31st December M12A31H 1,007,505 957,507 -
(d) Statutory Reserves (undistributable) (d) EERE (PAIRE)
At 1st January M1A1R 5,532 - 5,532
Transfer to realised reserve EACERMHE (4,122) - (4,122)
At 31st December M12A318 1,410 - 1,410
(e) Capital Reserve (undistributable) (e) BEAMGE(PAIKE)
At 1st January and 31st December M1A1BR12A318 86,436 - -
(f) Exchange Revaluation Reserve (undistributable) () [EX EfEFE (FARE)
At 1st January M1A18 24,939 19,902 (4,453)
Exchange adjustments b 5 A% 24,874 24,899 (12,133)
At 31st December M12A318 49,813 44,801 (16,586)

1 26 The Bank of East Asia, Limited Annual Report 2004




Notes on the Accounts (continued)

BRIAN T (&)
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2004
The Group 58 The Bank #17  Associates & A 7
HK$'000 &%T 7t HK$'000 &% T 7t HK$'000 &%T 7t
(g) Retained Profits (9) BE&7
At 1st January M1A18
— As previously reported — MRTPESR 3,105,764 2,152,206 314,422
— Adjustments arising from change -AEHREETEE
in accounting policies HIFRE (30,202) (1,632) -

— As restated —B# 3,075,562 2,150,574 314,422
Net profit for the year FEAE 2,423,800 2,116,776 68,995
Transfer to general reserve BA—RHE (2,376) - (2,376)
Transfer to profit and loss account

on disposal of associates HEBE D RREAERR 4,122 - 15,215
Dividends (Note 14) RS (BitzE14)

— Interim dividend —HHRE (414,535) (414,535) -

~ Final dividend in respect of previous year — FEEREBRE (910,706) (910,706) -
At 31st December ®12A318 4,175,867 2,942,109 396,256

(h) Total Reserves (h) GkEER 17,997,485 16,458,919 435,150
2003
The Group &8 The Bank 8847 Associates B /A 7]
HK$'000 BEF T HK$'000 BET T HK$'000 BEF T
(a) Share Premium (undistributable) (a) BROVEE (PAIKE)
At 1st January K1A1H 356,210 356,210 -
Net premium on shares issued under B BRI EI TR/

Staff Share Option Schemes BRADGRIE 181,493 181,493 -
Shares issued in lieu of dividends PR B ETHRR G (17,261) (17,261) -
Capital fee BAEH (137) (137) =
As 31st December MW12A318 520,305 520,305 -

(b) General Reserve (b) —RFEE
At 1st January ®1A18 11,623,411 10,909,359 39,170
Transfer from retained profits BBE RN 12,524 - 12,524
Shares issued in lieu of dividends PARRR B EITRIRR AR 111,161 111,161 =
Additions through merger RERBRERRE

with EAC & EAF BSEOHIEE = 567,000 -
At 31st December ®12A318 11,747,096 11,587,520 51,694

(c) Revaluation Reserve on Bank Premises (0 1THERGHE

(undistributable) (RARE)

At 1st January ®1A18 1,080,109 920,937 -
Recognition of net deferred tax HEREETIAREFE

liabilities (Note 29(b)) (HizE29(b) (15,302) (15,302) -
Impairment loss VAL RN (122,013) (12,839) -
At 31st December ®12A318 942,794 892,796 -

(d) Statutory Reserves (undistributable) (d) EERE (PAIRE)
At 1st January and 31st December MA1BR12A31H 5,532 - 5,532
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Notes on the Accounts (continued)
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32. RESERVES (continued) f##H @)
2003
The Group &2 The Bank 847 Associates = A 7]
HK$'000 B%F 7t HK$'000 7% Fx HK$'000 S5 F 7t
(e) Capital Reserve (undistributable) (e) EARHE(RARE)
At 1st January and 31st December MA1BR12A31H 86,436 - -
(f) Exchange Revaluation Reserve (undistributable) () [E X EfEfFE (FARE)
At 1st January ®1A18 (17,905) 11,555 (12,271)
Exchange adjustments BE 5 82 42,844 8,347 7,818
At 31st December ®12A31R 24,939 19,902 (4,453)
(9) Retained Profits (9 BE&
At 1st January ®1A18 2,036,863 1,226,270 235,551
Additions through merger with EAC and EAF BERGRERREABEHNEE - 16,219 -
Net profit for the year (Note 13) FEREN (F1:13) 1,921,714 1,750,006 91,395
Transfer to general reserve BA—RHE (12,524) - (12,524)
Dividends (Note 14) R 2. (FfzE14)
— Interim dividend —HERE (334,057) (334,057) =
— Final dividend in respect of previous year — FEERERE (506,232) (506,232) -
At 31st December ®12A318 3,105,764 2,152,206 314,422
(h) Total Reserves (h) GfEeR 16,432,866 15,172,729 367,195

The application of the share premium account is governed by Section 48B of the
Hong Kong Companies Ordinance.

General reserve was set up from the transfer of retained earnings, the realised
revaluation surplus on disposal of properties and the value of shares issued in lieu of
dividend.

Revaluation reserve on bank premises and exchange revaluation reserve have been
set up and are dealt with in accordance with the accounting policies adopted for the
revaluation of bank premises and foreign currency translation.

Capital reserve represents the capitalisation of subsidiaries’ reserves.

Statutory reserves are set up to supplement the paid-up capital until the sum of paid-
up capital and the statutory reserves are equal to the registered capital for certain
associates.

Total distributable reserves of the Bank amounted to HK$14,825,423,000 (2003:
HK$13,739,726,000).
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MfEE
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ﬁ o

AERIT AR ES R RV AR RE A8 6 14,825,423,000
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Notes on the Accounts (continued)
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33. OFF-BALANCE SHEET EXPOSURES X E&EXRUININIER

(a) Contingent Liabilities and Commitments (a) HARBEBERAE
The following is a summary of the contractual amounts of each significant class of AT REBHEYRE B RAEEZHEFINE LR
contingent liabilities and commitments: o
The Group &8 The Bank 17
2004 2003 2004 2003

HK$'000 ¥ ¥t  HK$'000 % T HKS'000 E¥Fx HK$'000 BHFT

Direct credit substitutes HEEEERER 5,375,979 4,381,620 5,345,427 4,350,990
Transaction-related contingencies HRSEHHNAIER 486,028 496,632 486,028 496,632
Trade-related contingencies BESEMNINER 2,501,087 2,596,662 2,450,532 2,549,609
Other commitments with

an original maturity of: HAhEdE -
under 1 year or which are REBRPR1F3L

unconditionally cancellable AR 27,786,426 20,395,121 27,162,592 20,174,252
1 year or over JREIBAE1F R L 8,136,611 6,775,946 8,037,046 6,778,653
Others HAh - 50,117 - 50,117

44,286,131 34,696,098 43,481,625 34,400,253

Contingent liabilities and commitments are credit-related instruments which include FREBERAREREERHANTA - 215
acceptances, letters of credit, guarantees and commitments to extend credit. The RERHEENALRE - FHE  BREME
contractual amounts represent the amounts at risk should the contract be fully drawn RIE - SRBREREESNETRIRMRE
upon and the client default. Since a significant portion of guarantees and commitments PEARFTAERRAERE - ANTERERE
is expected to expire without being drawn upon, the total of the contract amounts is R A A I B K B0 ) BRRE & 1R R4S FR ER AT E
not representative of future liquidity requirements. H ARRBLTTIRERKRRE TR
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33. OFF-BALANCE SHEET EXPOSURES (continued) BEESEXRUINIER @

(b) Derivatives (b) $TETE
Derivatives refer to financial contracts whose value depends on the value of one or PTETAEIRR —HSHEEAEENEEE
more underlying assets or indices. BEEEBENTBEH -
The following is a summary of the notional amounts of each significant type of AT AERRBITHEETETAEZERIN
derivative for the Group and the Bank: BB
The Group £
2004 2003
Trading E¥ Hedging %% Total 4% Trading §% Hedging %% Total 2%
HK$'000 #%F7  HK$'000 %Fx  HKS'000 %Fx  HK$'000 B%Fr  HK$'000 B%Fr  HK$'000 E%Fr
Exchange rate contracts EEAM
Forwards and futures RIS 6,024,580 125,128 6,149,708 5,051,405 142,583 5,193,988
Swaps i) 2,295,831 4,575,930 6,871,761 18,817,961 5,781,087 24,599,048
Options purchased B 1,724,476 - 1,724,476 2,828,762 = 2,828,762
Options written hit B 1,635,863 - 1,635,863 2,112,886 - 2,712,886
Interest rate contracts &)
Forwards and futures EHARHREE 235,000 - 235,000 325,000 - 325,000
Swaps B3 856,308 15,236,381 16,092,689 728989 12,487,682 13,216,671
Equity contracts DL
Forwards and futures BHRSREE 49,851 - 49,851 - - -
Options purchased BARE 442,062 - 442,062 420,319 - 420,319
Options written hit B 442,062 - 442,062 420,319 - 420,319
13,706,033 19,937,439 33,643,472 31,305,641 18,411,352 49,716,993
The Bank 87
2004 2003
Trading B& Hedging ¥ Total &% Trading B8 Hedging %% Total 4%
HK$'000 £%F7  HK$'000 %Fx  HKS'000 %Fx  HK$'000 B%Fr  HK$'000 B¥Fr  HK$'000 T
Exchange rate contracts Exa4)
Forwards and futures B REE 6,038,207 - 6,038,207 5,052,181 - 5,052,181
Swaps BERS 2,295,830 4,505,270 6,801,100 18,817,961 5,781,087 24,599,048
Options purchased BARE 1,724,476 - 1,724,476 2,828,762 - 2,828,762
Options written hit B 1,635,863 - 1,635,863 2,112,886 - 2,712,886
Interest rate contracts HMEEH
Forwards and futures BHARSREE 235,000 - 235,000 325,000 - 325,000
Swaps BERS 856,308 15,275,252 16,131,560 728,989 12,604,127 13,333,116
Equity contracts ek
Forwards and futures BHARSREE 49,851 - 49,851 - - -
Options purchased B AHE 442,062 - 442,062 420,319 = 420,319
Options written SHit EE 442,062 - 442,062 420,319 - 420,319

13,719,659 19,780,522 33,500,181 31,306,417 18,385,214 49,691,631
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Notes on the Accounts (continued)

BRI &t (48)
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=

Derivatives arise from futures, forward, swap and option transactions undertaken by
the Group and the Bank in the foreign exchange, interest rate and equity markets.
The notional amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date; they do not represent amounts at risk.

The replacement costs and credit risk weighted amounts of the aforesaid off-balance
sheet exposures are as follows. These amounts do not take into account the effects
of bilateral netting arrangements.

PTET B RBASEFRITHEINE - FI=R KA
EMHETHE 2 BRRRIREZSmE
& BETANERSRIEEAERIIRTK
R HE @ B TRKRAEARBROEGE

At EE R BERANERBHNEEXAREER

BRANESERINT - S LB aRY R AT ARIRFER
LHNTE

The Group £H The Bank 17
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BETR BT BET T ol
Replacement costs BERAK
Exchange rate contracts EXEL) 341,582 583,085 340,773 582,538
Interest rate contracts FIREH 917,485 865,565 917,485 865,565
Options purchased fE A\ HRiE
— exchange rate contracts —EXAH 2,294 5,896 2,294 5,896
— equity contracts —BRHEH 2,952 3,730 2,952 3,730
1,264,313 1,458,276 1,263,504 1,457,729
Credit risk weighted amounts EEmp IR
Contingent liabilities and
commitments SRR BERAE 8,822,965 8,087,367 8,790,759 8,061,762
Exchange rate contracts ERAH 173,643 259,825 172,731 258,976
Interest rate contracts FIREH 204,136 192,086 204,136 192,163
Equity contracts B &4 21,538 19,519 21,538 19,519
9,222,282 8,558,797 9,189,164 8,532,420

The tables above give the contractual or notional amounts, replacement cost and
credit risk weighted amounts of off-balance sheet transactions. The replacement
cost is calculated for the purposes of deriving the credit risk weighted amounts.
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. The risk weights used range
from 0% to 100% for contingent liabilities and commitments, and from 0% to 50%
for exchange rate, equity and interest rate contracts. Replacement cost represents
the cost of replacing all contracts which have a positive value when marked to market.
Replacement cost is a close approximation of the credit risk for these contracts as at
the balance sheet date. The credit risk weighted amount refers to the amount as
computed in accordance with the Third Schedule to the Hong Kong Banking
Ordinance.

ERINLEEBBERAINIGHE LS BEE
- BERAREERBIESE - SEKA
RAXTEEERRINESRE - ZFHBRIK
BEACHEERETHREATHOERER
Trhadk R IR A S8R4T B S A AN B A R A B TR O
B35 M EL A - KA A BRAEFANER
INEEFR0%ZE100% * MER - BRDRFIEEL
BlEH0% &50% - EEKARIEEEMAIRM
HEEFEEZERNEEENA LKA - T2
EREAZSEHONET EERR - EERER
IniE SRR R IR IR CERITIE B BT R =5 E M &
%*E °
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33. OFF-BALANCE SHEET EXPOSURES (continued) BEESEXRUINIER @

(c) Capital Commitments

Capital commitments outstanding at 31st December and not provided for in the
accounts were as follows:

(o) BEAERE

K12 A31 B RERMELAREREFIREERN
BAFYET

The Group £8 The Bank 17
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT T BT
Expenditure authorised

and contracted for* BT BB EL* 336,316 1,122,082 324,190 1,104,710

Expenditure authorised but
not contracted for BREXLEREL 276,331 377,555 260,931 377,555
612,647 1,499,637 585,121 1,482,265

*  The amounts as at 31st December, 2003 included the commitments amounting to
HK$873,470,000 in relation to the Bank’s acquisition of a portion of Millennium City 5, a
new building being erected in Kwun Tong. The building was completed in 2004 and the
amount was capitalised in Fixed Assets — Bank Premises.

e

Operating Lease Commitments

At 31st December, 2004, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:

*  R2003F12 A31H - B EFRIECIERIRTHE
A— BRI BRI IETE R ) 23 KB [BIAD 2
SHI|EEAEEEE - £48/E16873,470,0007T
FZABE2004F 2R, - ZSHEHENE - I
SIfE[ELE & 2 —RTTHE] -

(d) BEHE AR

2004128318 @ AR HEENSLTHE
A RRREEMAAEREEELT

The Group £H The Bank 17

2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BETT BB YT BB

Properties UE
Within one year 1F AR 97,782 93,134 107,524 125,069
After one year but within five years 16 Z5R 121,955 119,665 127,592 129,329
After five years SEA% 41,368 27,580 53,984 52,641
261,105 240,379 289,100 307,039

Equipment B
Within one year 1E AR 1,776 1,857 788 1,017
After one year but within five years 16 Z5FR 2,645 2,069 1,396 569
After five years SEELATA 4 - 4 -
4,425 3,926 2,188 1,586

The Group and the Bank lease certain properties and equipment under operating
leases. The leases typically run for an initial period of one to twenty five years, with
an option to renew the lease when all terms are renegotiated. Lease payments are
usually adjusted annually to reflect market rentals. None of the leases includes
contingent rentals.
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Notes on the Accounts (continued)
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(e) Obligations Under Mortgage Loans Sold

Included in the captions set out below are balances which are established as reserve
funds for mortgage loan purchasers pursuant to the terms of mortgage sale
agreements. The reserve funds are available to the purchasers to cover any losses or
cash flow shortfalls that result from both credit risk and basis risk with respect to the
loans sold and to protect the purchasers in the event that they have to appoint a
substitute servicer.

These reserve funds are either set up in the name of the Bank and are charged in
favour of the purchaser as security for the Bank’s obligations to the purchaser or, in
the name of the loan purchaser who retains absolute ownership, title, right and
interest in the reserve funds, pursuant to the terms of the mortgage sale agreements.

e) BERE

BRURE

BFREBEN TRIBH ERIBERE NGSURE

RZRAERIEERBEENFEHDER - FHE
cRBEREREEEREEENEENERAR
FEEBRMRZEMERSRESREZEZER
REBEEBSTEREHEMA -

ZERBERANTEERIEATHBEES
AT EEEERR - IRBEEREETA
BDIERXREABEELBRKLMBEE RS
REHARE  PRARE BN RFEHESFE -

The Group and The Bank

SEEREBIT

2004 2003

HKS$'000 &%t HK$'000 &% F 7

Held-to-maturity debt securities REIHEBES 23,473 30,494

Accrued interest and other accounts FEMRF B R E At AR TE 74,663 73,136

98,136 103,630

34. NOTES ON CONSOLIDATED CASH FLOW STATEMENT #HF&E&R&RERMET
(a) Purchase of Subsidiaries (a) UWNEEFIE AR
2004 2003
HKS$'000 &%t HK$'000 &% F 7
Net assets acquired BENTFEE

Cash and short term funds ReREHES 791 -

Advances and other accounts less provisions BHRERZ ERREMRE 118,664 -

Fixed assets EEEE 568 =

Other accounts and provisions H A BRI [ 2 (17,751) =

Deferred tax RERIE (117) =

102,155 -

Goodwill arising on consolidation IRIBRARELNEE 220,035 300,509

Total purchase price BEEE 322,190 300,509
Less: cash and cash equivalents acquired HBANRERERARE®AEA oy -

Cash flow on acquisition net of cash acquired IR THE MR SR 321,399 300,509

Increase in Shareholding of a Subsidiary

The Group increased its shareholding in a subsidiary for a cash consideration of
HK$26,820,000 (2003: HK$39,139,000) in 2004. The net asset value and goodwill
attributable to the increase in shareholding was HK$2,092,000 (2003:
HK$37,121,000) and HK$24,728,000 (2003: HK$2,018,000) respectively.

(b)

12 hn— R B 2 R AR R

20044 + AREE AR SR EH%26,820,000
7T (20034F : j£139,139,0007T) 3 11— R B
AR Z e o B NFTEANEEFERS
B 55 AE#2,092,0007T (20034 : Bk
37,121,0007T) %84 24,728,0007T (20034 :
7#51#2,018,0007T) °
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34. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (continued) #ZmEBHEREBRKTE @

(c) Cash and Cash Equivalents (0 BLREZERBELER

(i) Components of cash and cash equivalents in the consolidated cash flow statement () GEEABRLREAANBLRERAESER
HIAE X EB
2004 2003
HK$’000 ;&% T HK$'000 7% F 7
Cash and balances with banks and Be RERITNEMESRIEE
other financial institutions ipFepca 3,655,593 2,695,618
Money at call and short notice ARG BT 28,681,207 21,264,261
Placements with banks and
other financial institutions with [RAEARR A3 M8 A A RTERTT R
original maturity within three months Hi S RgENTR 4,709,744 6,899,332
Treasury bills with original maturity
within three months RAEAR A3 A A RR B E &S 3,484,728 2,294,706
Certificates of deposit held with original RAHRAEA R ZFHER
maturity within three months FRE 673,063 736,621
41,204,335 33,890,538
(i) Reconciliation with the consolidated balance sheet (i) PERAEBEABRNHR
2004 2003
HK$'000 &% F HK$'000 % T
Cash and short term funds HeREHES 39,877,738 36,033,510
Placements with banks and other financial
institutions maturing between one and ERITRE M S REHE
twelve months ZE1218 A R E B TFR 9,832,258 21,075,521
Certificates of deposit held BENERE 2,446,947 3,016,556
Amount shown in the consolidated
balance sheet EGABEERBERERNSH 52,156,943 60,125,587
Less: amount with an original maturity of
beyond three months R RN HAIR A31E A L EH (10,952,608) (26,235,049)
Cash and cash equivalents in the consolidated ~ #EHZABREHEXRANE SR
cash flow statement ZRBALER 41,204,335 33,890,538

35. LOANS TO OFFICERS {THIAEERK

RIBE B (R AIER) 55161BIE(4B) R (4C) 7R
TE - ATITRAB 2 EFEBERARNT ¢

The aggregate of loans to officers of the Bank disclosed pursuant to Section 161B
(4B) and (4C) of the Hong Kong Companies Ordinance is as follows:

2004 2003
HK$'000 &% F 1t HK$'000 &%+
Aggregate amount of relevant loans outstanding
at 31st December HBEFR12A31 B R B
By the Bank HRRITEH 1,185,747 671,501
By subsidiaries Rt ARE L - -
1,185,747 671,501
The maximum aggregate amount of
relevant loans outstanding during the year FERNEBEERZ R ERER
By the Bank HRRITEH 1,884,055 1,044,475
By subsidiaries mMTE A RE - -

200412 A318  BBEBHARERFS © I8
REUZEERERHRER o

There was no interest due but unpaid nor any specific provision made against these
loans at 31st December, 2004.
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36. MATERIAL RELATED PARTY TRANSACTIONS

FEBASNEARS

The Group maintains certain retirement benefit schemes for its staff as per Note 2(p)(iii).
In the year 2004, the total amount of contributions the Group made to the schemes
was HK$66,581,000 (2003: HK$65,854,000).

The Group enters into a number of transactions with the Group’s related parties,
including its associates, and key management personnel and their close family
members and companies controlled or significantly influenced by them. The
transactions include accepting deposits from and extending credit facilities to them.
Except that there are interest free shareholder’s advance extended to two (2003:
one) associates respectively amounting to HK$10,740,000 at 31st December, 2004
(2003: HK$10,700,000), all interest rates in connection with the deposits taken and
credit facilities extended are under terms and conditions normally applicable to
customers of comparable standing.

The interest received from and interest paid to the Group’s related parties for the
year, and the outstanding balances of amounts due from and due to them at the
year end are aggregated as follows:

RNEEAER 8 IREELRINMRETE] - WE
FMTEE2(p) (i) I FE © R20044F R - AL E
LE B /Y AR A 7B £ 66,581,0007T (2003
£F : B%65,854,0007T) °

ANEEEEREBATETSERS - 5L AL
BREMEDNT - FBITRAEHEHERSE -
RZEEATFEGINARSEAEEATE
NHRF] - EERFEEEZELATEFRR
REMREEE - BRAXTHRIET =M
(20034 : —M)BE QARG SRR - H
72004412 A31 B B4 4562 A8 810,740,000
7T (20034F : j&#510,700,0007T) * BRILLASS »
EEAREENFE  HIRRE—REEE
FKFEZBEPEEOERRIRE

RER - REE YRR A T ATREER S T

PRS- REAER - BB A THRKRKR
RARE A LEVTORRAAAINT

2004 2003

% to Group total % to Group total

HHEEAR GEESESEIFEE

ZESE ZEAAE

Interest income NN 13 1.3
Interest expense FIEE M 0.4 0.9
Amount due from related parties (Note a) )iy Nau: N ) 1.7 2.4
Amount due to related parties (Note b) R BEsE A L8950 (i 5Eb) 0.9 1.1
Loan commitments (Note c) B RESE (o) 2.5 2.6

Notes: (a) Based on total assets excluding cash and short-term funds, placements with banks
and other financial institutions maturing between one and twelve months, investments
in associates and fixed assets.

(b) Based on deposits from customers and debt instruments issued.

(c) Based on total loan commitments.

Kiit : () WREEERLFMETTARSREHE
& ERITREME B ER 1 E12185
AEIHE 7 - BERFIREREEE
Eo

(b) WREFEPFEAREZTZ EBES -
() WREEFFEHL -
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Notes on the Accounts (continued)
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37. EQUITY COMPENSATION PLANS MR fE T2

The Bank has adopted Staff Share Option Schemes whereby the Board of the Bank
may at its discretion grant to any employees, including Executive Directors and Chief
Executive, of the Group options to subscribe for shares of the Bank. The options may

AR AEE SRR B RATES AR
BRERBEETREZEEES - BEATE
ERITRAEE - ARBARITIRG © RERENTT
EHRRE T BB EAFRGERTBNES

be exercised during the period beginning on the first anniversary of the Date of
Grant and ending on the fifth anniversary of the Date of Grant. All options were

granted for nil consideration.

—~
<))
~

Particulars of Share Options

AR

BFLE - ARG A ERERL AR -

Exercise Price

Date of Grant Vesting Period Exercise Period Per Share
RFEH AR TES BRITEE

HKS$E ¥ T
21/4/1999 21/4/1999 — 20/4/2000 21/4/2000 — 21/4/2004 12.09
20/4/2000 20/4/2000 — 19/4/2001 20/4/2001 — 20/4/2005 16.46
19/4/2001 19/4/2001 — 18/4/2002 19/4/2002 - 19/4/2006 16.96
18/4/2002 18/4/2002 - 17/4/2003 18/4/2003 - 18/4/2007 15.80
02/5/2003 02/5/2003 - 01/5/2004 02/5/2004 — 02/5/2008 14.90
22/4/2004 22/4/2004 - 21/4/2005 22/4/2005 — 22/4/2009 23.23

(b) Movement of Share Options

AREZ B

2004 Number of Share Options
RREHE
Outstanding Outstanding
Date of Grant at 1/1/2004 Granted Exercised Lapsed at 31/12/2004
2004518108 120045128318
BFEH i RATBE BT BT BAX e RATE
21/4/1999 736,000 - 736,000 - -
20/4/2000 3,698,000 - 2,218,000 - 1,480,000
19/4/2001 3,435,000 - 1,250,000 - 2,185,000
18/4/2002 3,450,000 - 655,000 - 2,795,000
02/5/2003 15,165,000 - 6,405,000 190,000 8,570,000
22/4/2004 - 15,495,000 - 450,000 15,045,000
Total #8%8 26,484,000 15,495,000 11,264,000 640,000 30,075,000
2003 Number of Share Options
RS E

Outstanding Outstanding
Date of Grant at 1/1/2003 Granted Exercised Lapsed at 31/12/2003
M20035181R 720035128318
RTHH W ARITHE BERT B3t BARM HARTTIE
20/4/1998 5,361,200 - - 5,361,200 -
21/4/1999 4,510,000 - 3,764,000 10,000 736,000
20/4/2000 11,128,000 - 6,990,000 440,000 3,698,000
19/4/2001 5,360,000 - 1,665,000 260,000 3,435,000
18/4/2002 5,505,000 - 1,785,000 270,000 3,450,000
02/5/2003 - 15,525,000 - 360,000 15,165,000
Total #8%8 31,864,200 15,525,000 14,204,000 6,701,200 26,484,000

(c) No share options were cancelled during the years ended 31st December, 2004 and

2003.
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Notes on the Accounts (continued)

(d) Details of Share Options Exercised (d) BITERREES
Number of Share Options
RBREHE
Exercise Period Date of Grant 2004 2003
TEE e il=k:]
January 1A 21/4/1999 13,000 -
20/4/2000 298,000 -
19/4/2001 20,000 -
18/4/2002 55,000 -
February 2 A 21/4/1999 87,000 32,000
20/4/2000 379,000 -
19/4/2001 110,000 -
18/4/2002 70,000 -
March 34 21/4/1999 155,000 12,000
20/4/2000 321,000 -
19/4/2001 80,000 -
18/4/2002 120,000 -
April 47 21/4/1999 193,000 35,000
20/4/2000 151,000 -
19/4/2001 190,000 -
18/4/2002 20,000 -
May 54 21/4/1999 288,000 218,000
20/4/2000 50,000 -
19/4/2001 30,000 -
18/4/2002 40,000 -
02/5/2003 1,655,000 -
June 6 A4 21/4/1999 - 781,000
20/4/2000 73,000 -
19/4/2001 155,000 -
18/4/2002 65,000 -
02/5/2003 795,000 -
July 7R 21/4/1999 - 371,000
20/4/2000 39,000 -
18/4/2002 20,000 -
02/5/2003 445,000 -
August 8 A 21/4/1999 - 250,000
20/4/2000 92,000 -
19/4/2001 100,000 -
18/4/2002 40,000 275,000
02/5/2003 330,000 -
September 95 21/4/1999 - 1,089,000
20/4/2000 49,000 976,000
18/4/2002 35,000 630,000
02/5/2003 275,000 -
October 108 21/4/1999 - 557,000
20/4/2000 85,000 2,767,000
19/4/2001 15,000 360,000
18/4/2002 20,000 500,000
02/5/2003 360,000 -
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37. EQUITY COMPENSATION PLANS (continued) BR {2 % {E =&l @
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(d) Details of Share Options Exercised (continued)

(d) BATERREFE &)

Number of Share Options

RBREHE

Exercise Period Date of Grant 2004 2003
TEE E-Sid=k ]

November 118 21/4/1999 - 349,000

20/4/2000 236,000 2,458,000

19/4/2001 90,000 735,000

18/4/2002 75,000 -

02/5/2003 1,315,000 -

December 124 21/4/1999 - 70,000

20/4/2000 445,000 789,000

19/4/2001 460,000 570,000

18/4/2002 95,000 380,000

02/5/2003 1,230,000 -

11,264,000 14,204,000

38. RECENTLY ISSUED ACCOUNTING STANDARDS EHifEH St

=

=

The Hong Kong Institute of Certified Public Accountants has issued a number of new
and revised Hong Kong Financial Reporting Standards and Hong Kong Accounting
Standards (“new HKFRSs") which are effective for accounting periods beginning on
or after 1st January, 2005.

The Group has not early adopted these new HKFRSs in the accounts for the year
ended 31st December, 2004 apart from HKAS 40 “Investment Property” as disclosed
in Note 3 of the accounts. The Group has already commenced an assessment of the
impact of the other new HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a significant impact on its results of operations and financial
position.
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