AR B B AE

Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
HoS - #E 36. RESERVES
REMR
EfRE & ke
Investment EftfRfE Eftfhfs
RA%E  Properties Premises  Investment ERfE ] REEA
Bz 2003 Share  Revaluation  Revaluation  Revaluation Exchange General Retained aif
£8 Group Premium Reserve Reserve Reserve Reserve Reserve Earnings Total
ZZT=5-f-H At 1st January 2003,
INER as previously reported 818,860 23,288 304,828 125,178 - 588,930 3,739,323 5,600,407
EHEREY TE Effect of change in
(- &) accounting policy
(Note 1(b)) - - (48,773) (15,944) - - 59,324 (5,393)
“22=F-A-R At 1t January 2003,
] as restated 818,860 23,288 256,055 109,234 - 588,930 3,798,647 5,595,014
FHEEERBNES Change in fair value of
AHEZEE) non-trading securities - - - 153,247 - - - 153,247
ERRRREEHIFERRE Reserves transferred to profit
Er RBERER and loss account upon
provisioning on non-trading
securities - - - 26,303 - - - 26,303
HEFBEEERRNES Disposal of non-trading securities - - - (196,418) - - - (196,418)
BiAE Reclassification - 17,139 (17,139) - - - - -
EERER Deficit on revaluation of premises - - (1,164) - - - - (1,164)
N AR R Exchange differences arising
HER=ZR from translation of the
financial statements of
a foreign subsidiary - - - - (233) - - (233)
BRERERBRTER Deferred tax liabilities
REEMA (%) (recognised)/ released on
BB (f3E=1) premises and investment
revaluation (Note 30) - - (1,369) 32718 - - - 1,909
RERET Profit for the year - - - - - - 992,611 992,611
ZZZEERAERE 2002 final dividend
(=) paid (Note 13) - - - - - - (148,007) (148,007)
ZIT-FRRPERS 2003 interim dlvidend paid
(=) (Note 13) - - - - - - (128,273) (128,273)
“EE=EtZR=1-H At 31st December 2003 818,860 40,427 236,383 96,144 (233) 588,930 4,514,978 6,295,489
R : Representing:
Z3T3-FtA=1-H Retained earnings at
REAEH 31st December 2003 4,315,168
ZTTERRAERE 2003 final dividend proposed
(HzF1=) (Note 13) 199,810
ZEEZE+B=1-A At 31st December 2003 4,514,978
AERMBAR Company and subsidiaries 818,860 40,427 236,383 96,144 (233) 588,930 4,542,993 6,323,504
HREEGEE Jointly controlled entities - - - - - - (28,015) (28,015)
“EE=E+ZB=1-H At 31st December 2003 818,860 40,427 236,383 96,144 (233) 588,930 4,514,978 6,295,489
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
M- @#FEw 36. RESERVES (Continued)
EL f1& k&
Investment i SiEGE
RiAEE ERGRE Properties Premises  Investment —HiE REBER

—Z%fF 2002 Share Capital ~ Revaluation ~ Revaluation ~ Revaluation General Retained EH
&5 Group Premium Reserve Reserve Reserve Reserve Reserve Earnings Total
“2F-F-f-RH At 1st January 2002, as

INIES previously reported 817,703 5072 25,165 311,707 (3912) 588,930 3,179,622 4,924,287

EHRRES T E Effect of change in

(-G accounting policy

(Note 1(b)) - - - (49,297) (1272) - 35973 (14,59 )
ZZT55-f-H- At 1st January 2002,

&5 as restated 817,103 5072 25,165 262,410 (5184) 588,930 3,215,595 4,909,691
IR EE Premium on issue of shares 1,157 - - - - - - 1,157
FHIEEERRN Change in fair value of

EHNTEZEY non-trading securities - - - - 138,593 - - 138,593
HEFREEERS Disposal of non-trading

0E5 securities - - - (9,503) - - (9,503)
HEBERR Disposal of associates - (5,072) - - - - - (5,072)
BRRLENERRE Reserves transferred to

RERR retained earnings upon

disposal of premises - - - (6,379) - - 6,879 -
HMERENE Disposal of investment
properties - - (1,877) - - - - (1,877)
BEREE ERTER Deferred tax liabilities
RESHEABE/ released/(recognised) on
(%) (=1 premises and investment
revaluation (Note 30) - - - 524 (14.672) - - (14,148)
=EE &R Profit for the year - - - - - - 852,341 852,341
ZZE-FERAERE 2001 final dividend paid - - - - - - (147,947) (147,947)

ZRTFRRPERE 2002 interim dividend paid

(HzE1=) (Note 13) - - - - - - (128,221) (128,221)
“ZZ-%#+-f=1-H At 31t December 2002 818,860 — 23,288 256,055 109,234 588,930 3,798,647 5,595,014
R Representing;

ZZZE+ZA=1-H Retained earnings at
RBEH 315t December 2002 3,650,640
“RREHEASRE 2002 final dividend
(HEt=) proposed (Note 13) 148,007
ZZZE+ZA=1-H At 31t December 2002 3,798,647
AERMBAR Company and subsidiaries 818,860 - 23,288 256,055 109,234 588,930 3,824,647 5,621,014
HREEHEE Jointly controlled entities - - - - - - (26,000) (26,000)
SEEEFSAIT-B At3istDecember20 818860 - 23288 26055 109234 588930 3798647 5595014
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SER—TTE=F+-_A=+—HZREB
MEERPASRBREBERIRE ZEE
#£596,084,000/% 7T (2002 : 571,427,0007%
) o ULAREE & A B FR IR I R e {E R 25 AR
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(Expressed in thousands of Hong Kong dollars)

36. RESERVES (continued)

AR B B AE

Notes to the Accounts

reserve is transferred from retained earnings in previous years.

Included in retained earnings of the Group at 31st December 2003 is the value
of long-term life assurance business in force totalling HK$596,084,000 (2002:
HK$571,427,000) which is currently not available for distribution.

The above capital reserve was created by aggregating the premises revaluation
reserve and investment revaluation reserve booked in associates and the general

BR 15 18 BEARfFE REBEF

—EE=F 2003 Share Capital Retained &st
NF] Company Premium Reserve Earnings Total
—ZTE=F—H—H At 1st January 2003 818,860 256,027 762,916 1,837,803
RFEE&EN (aE+=) Profit for the year (Note 12) - - 549,935 549,935
—ETE_FEIRARERKRE 2002 final dividend paid

(FtsE+=) (Note 13) - - (148,007) (148,007)
—EE-FEIRFEHRE 2003 interim dividend paid

(MzE+=) (Note 13) - - (128,273) (128,273)
—EE=F+=-A=+—H At 31st December 2003 818,860 256,027 1,036,571 2,111,458
KRR - Representing:
—ZETE=F+=-_HA=+—H Retained earnings at

REB BT 31st December 2003 836,761
ZET=FHRIRARERE 2003 final dividend proposed

(FftzE+=) (Note 13) 199,810
—EE=F+=-"B=+—H At 31st December 2003 1,036,571
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
M- @#FEw 36. RESERVES (Continued)
f% 15 V5 (8 =N REB AT

—ETF 2002 Share Capital Retained =
A A] Company Premium Reserve Earnings Total
—EEF—HA—H At 1st January 2002 817,703 256,027 595,736 1,669,466
BTN EE Premium on issue of shares 1,157 - - 1,157
RFEEHEN (HaE+=) Profit for the year (Note 12) - - 443,348 443,348
—TT R ERBRE 2001 final dividend paid - - (147,947)  (147,947)
—EEFEIRFEHRE 2002 interim dividend paid

(MfaxE+=) (Note 13) = = (128,221) (128,221)
—FEE_F+=-_A=+—H At 31st December 2002 818,860 256,027 762,916 1,837,803
ESTNNE Representing:
T -F+=-A=+—H Retained earnings at

REB &R 31st December 2002 614,909
—ET CFRIRARERE 2002 final dividend

(ME+=) proposed (Note 13) 148,007
—EE_F+_-_A=+—H At 31st December 2002 762,916
LR ATHEBIE79BIEFTE - ARFR=Z Distributable reserves of the Company at 31st December 2003, calculated under
T=F+-_A=+—HZrA#REHEEE section 79B of the Companies Ordinance, amounted to HK$1,036,571,000
1,036,571,000% 7T (2002 : 762,916,000/ (2002: HK$762,916,000).
JT) °
BREBE-—NAN=F1+="A—BBEBZFIRZE By a special resolution passed on 1st December 1993 and subsequently approved
R UEER—NANW=F+=—A=+HAESE by the Supreme Court of Hong Kong on 20th December 1993, the share premium
B mAR I iZ - ANA AR B R of the Company was reduced by HK$256,027,000 and this amount was
256,027,000 #JT - WHEE =& ARNFEEHR transferred to a capital reserve account. On consolidation the reserve of
A ° 7% 256,027,000 A TTi#EEE RS RN HK$256,027,000 has been applied against goodwill.

SR B o
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

37. MATURITY PROFILE

—EFHT  REGUT
BEBZEA ERBE-%
HMEER =@EAIMUT 1yearor  5yearsor AENR
—BE=F 2003 Repayable 3 months less but over less but over After EZHAH fit
£8 Group on demand orless 3 months 1year 5 years Undated Total
EE Assets
BEfEH Treasury bills - 1,004,442 4,386,489 - - - 5,390,931
BENERE Certificates of deposit held - - 204,400 - - - 204,400
RERPER Advances to customers 4408115 4,322,946 2,686,600 6,667,165 9,404,010 438528 27,927,364
ERESBE Debt securities included in:
~HEEBRENES - Trading securities* - 343,300 150,256 2,152,593 164,973 - 2,811,122
—REIEES — Held-to-maturity securities* - 48,063 113,565 230,570 - - 392,198
—EHEEERENES - Non-trading securities* - 660,807 1,614,012 8,490,250 5,947,758 4,078 16,716,905
4,408,115 6,379,558 9,155,322 17,540,578 15,516,741 442,606 53,442,920
& Liabilities
FIREMEREREER Deposits and halances of banks
Rég and other financial institutions 141,844 16,778 3,350 - - - 161,972
BPER Deposits from customers 10,855,604 27,358,766 1,447,893 337,600 - - 39,999,863
BEANFERE Certificates of deposit issued - - 1384424 6,483,655 - - 1:868,079
BETNERES Issued debt securities - - 31,052 - - - 31,052
10,997,448 27,375,544 2,866,719 6,821,255 - - 48,060,966

* REZZZ=F+_A=+—0H ' FIREREA
—FIERBEFEF21%(2002: 19%)E % 5
BEYBREAABRMNENETES

* As at 31st December 2003, 21% (2002: 19%) of the debt securities with a remaining
term to maturity of over 1 year were floating rate assets which included adjustable

rate debt securities.
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)

Mt~ BHEER @ 37. MATURITY PROFILE (Continued)

—FHUT RFIUT
BEA=EA EBE-F
MEER =EAIMT 1 year or 5 years or RENE

ZTTCF 2002 Repayable 3months  less but over less but over After  EFHAH CH)
£H Group on demand or less 3 months 1 year 5 years Undated Total
8E Assets
BEfES Treasury bills - 635961 4,959,749 = = - 5595710
BENGRE Certificates of deposit held - - 355,137 100,000 = = 455,137
EBREFER Advances to customers 5,047,889 3,623,145 2,515,913 6,774,549 9,661,961 515450 28,138,907
BREF O Debt securities included in:
~BEEBERENES - Trading securities - 50,700 487,243 1,908,339 108,593 - 2,554,875
—BEHHES - Held-to-maturity securities - - - 78,049 - - 78,049
—FHEEERBRNES ~ Non-trading securities - 1353723 1811318 9193657 3,494,831 4077 15,857,606

5047889 5663529 10129360 18,054,594 13,265,385 519,527 52,680,284

g Liabilities
BAIREMSBEETR Deposits and halances of banks
Rt and other financial institutions 54,166 8,257 - - - - 62,423
BPEH Deposits from customers 7979826 27,031,368 2,048,516 226,710 - - 37,286,420
BRI E Certificates of deposit issued - 366,980 3,000,770 3,520,477 - - 6888227
8033992 27,406,605 5,049,286 3,747,187 - - 44,237,070
HN\ - FEEATZEER 38. BALANCES WITH GROUP COMPANY
BEBBERAKREFEEAQARZ —MEA Included in the following balance sheet caption are balances with a subsidiary
A2 AERREFSIAAT of the Company detailed as follows:
N Company 2003 2002
RITEEER Bank balances 30,893 5,832
RITER Bank loan = 18,000
TERERRHEMERE Accrued expenses and other accounts - 9
- 18,009
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

39. LOANS TO OFFICERS

Particulars of loans to officers disclosed pursuant to section 161B(4C) of the
Hong Kong Companies Ordinance are as follows:

+T=ZA=+—H#&&
Balance outstanding at

FRERESEER

Maximum balance
31st December

2003 2002

during the year
2003 2002

N RN B AEFRAERR

in respect of principal and interest

M+ - BEERERHZEER
(F) HAEERFRE

BHEBRSIANBBERAEZ SNBSS BN
T~

Aggregate amount outstanding

88,360 114,704 102,971 164,161

40. OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class
of contingent liability and commitment:

£ Group 2003 2002
BEEEERE R Direct credit substitutes 312,580 146,004
XX 5 MR 2 S ATE B Transaction related contingencies 15,051 40,018
8188 S FERE 2 SR TE B Trade-related contingencies 802,388 732,334

B A - ERAHRR : Other commitments with an original maturity of:

— DR —F S A R — under 1 year or which are

BUH unconditionally cancellable 19,529,291 18,220,680
——F RN E — 1 year and over 895,261 899,695
21,554,571 20,038,731
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)

+ - BEESEXRMIZEBE@® 40. OFF-BALANCE SHEET EXPOSURES (continued)

(Z) TTETH (b) Derivatives

FHEEAMAETAZARENFEIELT The following is a summary of the aggregate notional contract amounts of each

significant type of derivatives:

BEERS HHRZ &5t
Trading Hedging Total
£E Group 2003 2002 2003 2002 2003 2002
XS4 Exchange rate contracts
RHRBEEH Forward and future contracts 1,902,840 1,825,076 27,485,672 27,655,528 29,388,512 29,480,604
& s B Currency swaps - - - 38,993 - 38,993
SMEEIES X Foreign exchange option contracts
—BAE ”%HME — Currency options purchased 255,143 301,073 - - 255,143 301,073
— b B R — Currency options written 254,890 300,662 - - 254,890 300,662
2,412,873 2,426,811 27,485,672 27,694,521 29,898,545 30,121,332
SN Interest rate contracts
RHRHEAH Forward and futures contracts 1,141,550 292,703 — - 1,141,550 292,703
) & 42 B Interest rate swaps 213,122 - 8,489,383 6,962,073 8,702,505 6,962,073
FIREEE LD Interest rate option contracts
— i HA — Options written 261,616 8,164 1,859,263 1,875,575 2,120,879 1,883,739
1,616,288 300,867 10,348,646 8,837,648 11,964,934 9,138,515
Hi e Other contracts
B S A Equity option contracts
VN — Options purchased 199,535 270,676 - - 199,535 270,676
—h H HR — Options written 199,535 270,676 - - 199,535 270,676
399,070 541,352 - - 399,070 541,352
BEERXSBIEANTELEBEIESSE L The trading transactions include positions arising from the execution of trade
ERFERIMBFEN R T AERE - orders from customers or transactions taken to hedge these positions.
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

40. OFF-BALANCE SHEET EXPOSURES (continued)
(b) Derivatives (Continued)

As at 31st December, the credit risk weighted amounts and replacement costs
of the above off-balance sheet exposures, without taking into account the effect
of bilateral netting arrangements that the Group entered into, are as follows:

2003 2002

FERRE (B

EEEE hntEE R
Credit risk FEERK Credit risk BEKA
weighted Replacement weighted Replacement
£8 Group amount Cost amount cost

R BB R IE Contingent liabilities and commitments 780,114 728,484

PTET A Derivatives

R & %) Exchange rate contracts 152,771 462,356 114,092 263,728
FZEEL Interest rate contracts 103,874 427,738 64,536 249,582
HiEA Other contracts 2,394 1,823 541 2,140
259,039 891,917 179,169 515,450

1,039,153 907,653

EHEBRERBTEERBERGEERNRS
£ WHIKREREER -

E 5 R b hnHE SR T AR IR SR 7T GR35 =
REBESRMERBAEL ZIESIEE - M
FEMEZHBARTRZEFREEALN
B HARFIE -

EERANTEEREMAEZRTEGE @ EEE
REBNSHKRE BEXZHFTIETESE
) - WABESEHNS QXM ER
H o BEERATRESNEHTEBRIZES
HEENEERRAE -

The contract amounts of these instruments indicate the volume of transactions
outstanding as at the balance sheet date. They do not represent the amounts at
risk.

The credit risk weighted amounts are the amounts which have been calculated
in accordance with the Third Schedule of the Banking Ordinance and guidelines
issued by the Hong Kong Monetary Authority. The amounts calculated are
dependent upon the status of the counterparty and the maturity characteristics
of each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive
value when marked to market (should the counterparty default on its obligations)
and is obtained by marking to market contracts with a positive value. Replacement
cost is considered to be a close approximation of the credit risk for these contracts
at the balance sheet date.
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
+ - BEESEXRIZEHE@® 40. OFF-BALANCE SHEET EXPOSURES (Continued)
(A) 1EEERZERITTE T AR FE (c) Determination of fair value of trading derivatives

ZEE
EEERRNTET AN A FEIIBREZT The fair value of a derivative is the amount at which the instrument could be
BEBHEBAEZEBENRZEHF 2EUAA exchanged or settled between knowledgeable and willing parties in an arm’s
TFEMEMEAR MK AEESENSREME length transaction. Where available, quoted and observable market prices are
E o BRI ANTISEERENEBREER used as the measure of fair value. Where such quoted and observable market
B EeERtEERAFEEATE -8 prices are not available, fair values are estimated based on a range of
REEEVSILEERE - ATFERA—RITG methodologies and assumptions regarding risk characteristics of various financial
ERAEESETRN SR T ERRRSE « Bh instruments, discount rates, estimates of future cash flows, future expected loss
BE  RRBEREZMET - RRFEHER experience and other factors. Changes in the assumptions could materially affect
218 R B R RIER B 2 R o R the resulting fair value estimates.
B2 HEA AREXEATEZEE -
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(Expressed in thousands of Hong Kong dollars)

AR B B AE

Notes to the Accounts

41. NOTES TO CONSOLIDATED CASH FLOW

STATEMENT

(a) Reconciliation of operating profit after provisions to net cash

inflow/(outflow) from operating activities

2003 2002
kR R 2 EER A Operating profit after provisions 1,023,345 883,421
HAR N RERER Provisions for bad and doubtful debts 534,698 704,138
TR UL E114 2 B SRR F R Advances written off net of recoveries (562,565) (775,522)
e Depreciation 63,009 66,962
BERTEEERNREBRES Interest expense on loan capital
Z B X H and debt securities issued 29,476 38,660
B 31T R T R F S 2 Interest expense on certificates of deposit issued 112,574 150,236
BERERBENEHAR Operating profit before changes in
2 & i A operating assets and liabilities 1,200,537 1,067,895
=& A LA ERIEAR B R (B 25 2 Z &) Change in treasury bills maturing beyond
three months 1,347,422 (3,085,303)
B EE 2 #E) Change in trade bills (162,730) (41,212)
FENERE 228 Change in certificates of deposit held 250,737 69,629
FIEEERSENES 228 Change in trading securities (309,362) 523,786
BEEEFERREMIRE 225 Change in advances to customers and
other accounts 244,147 870,927
BHEIHES 2 EF) Change in held-to-maturity securities (314,508) (3,066,517)
FERFEEERARNES 2 EE Change in non-trading securities (1,125,258) (1,868,212)
NS v Change in balances with an associate - (4,998)
H A E BRI E R 2 EE) Change in loan receivable from a jointly
controlled entity - (4,000)
A% R FE(E REAA SSRGS Change in value of long-term life assurance
BEZEH) business attributable to shareholders (86,315) (68,984)
=18 A A ERHRIRTIT R Change in deposits and balances of banks
Ei\ﬁt%@ﬁ%%ﬁ?x and other financial institutions maturing
EER 2 E) beyond three months 565 1,742
%\}5 ﬁ/ﬂzﬁi Change in deposits from customers 2,713,443 4,255,695
HMARE RIERR 2 #E) Change in other accounts and accruals (879,314) (33,071)
FE H, 8 & Exchange adjustments (11,551) 407
BEEEBES/GER) MRS Cash generated from/(used in) operations 2,867,813  (1,382,216)
EEEARARBEITHNEBESZ Interest paid on loan capital and debt
FE A securities issued (30,837) (40,886)
B 3T R 7 5REE RS Interest paid on certificates of deposit issued (122,042) (146,163)
EAEBRER Hong Kong profits tax paid (15,525) (37,221)
B #UE SN R Overseas tax paid (1,346) (342)
KLEEKBRSRA/CRE) FE Net cash inflow/(outflow) from operating
activities 2,698,063 (1,606,828)
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(LB B F Tl 3 R)
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(Expressed in thousands of Hong Kong dollars)

41. NOTES TO CONSOLIDATED CASH FLOW

STATEMENT (continued)

(b)  Analysis of changes in financing during the year

RHAGE
(BE—FR
PEEER)
B 21T  Long-term EEBITH
| B ES Liability FRE
BREREz= BEER Debt (including Certificates
Minority Loan Securities current  of Deposit
Interests Capital issued portion) issued
—ZTTE=%—H—H At 1st January 2003 48,882 974,831 - 200,000 6,888,227
BB B IRA/ Net cash inflow/(outflow)
Cm) F58 from financing - - 31,052 (200,000) 987,008
D BIAR R FE AL i Minority interests’ share
of profits 7,996 - - - -
D ERAR B FEAG BE L Minority interests’ share
of exchange reserve (75) - - — =
XA TH B AT Dividend paid to
D ER R A AR R minority shareholder
of a subsidiary (1,838) - - - -
PERGe) o8 Effect of foreign exchange
rate changes - (4,443) - - (7,156)
—ZEE=F+="H=+—H At31st December 2003 54,965 970,388 31,052 - 7,868,079
BREITH
IR (B 4% (B) DEARER TFRE
Share Capital W EEER KHIBE  Certificates
(including Minority Loan Long-term of Deposit
premium) Interests Capital Liability issued
T -F—H—H At 1st January 2002 1,310,861 78,312 974,719 430,000 5,652,190
BRE IR RAS Net cash inflow/(outflow)
Cmd) F58 from financing 1,357 (14,700) = (230,000) 1,235,742
A EUAR B FEAG i T Minority interests’ share
of profits - 3,167 - - -
NI E=R/NET! Purchase of a subsidiary = (17,897) = = =
EREE) 2B Effect of foreign exchange
rate changes - - 112 - 295
—TEZ_F+=HA=+—H At31st December 2002 1,312,218 48,882 974,831 200,000 6,888,227
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

41. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT (continued)

(c) Analysis of the balances of cash and cash equivalents

2003 2002
e RIERITREAM Cash and balances with banks
S BT R4S and other financial institutions 595,975 597,334
PEPIVSESREER /4 Money at call and short notice 4,998,509 2,864,060
JRZANHARR & =18 A LA N KB EE 5 Treasury bills with original maturity within
three months 1,391,323 248,680
FRZASEABR A = {E A LA Deposits and balances of banks and
NHIERTT R E At other financial institutions
Ea T PR T YNE with original maturity within three months (158,378) (59,394
6,827,429 3,650,680

M+ = B AR R
(FF) BR#IE

RNt A=+—BERBRDREEH A
AEPERAT -

42. CAPITAL AND LEASE COMMITMENTS

(a) Capital commitments

Capital commitments outstanding as at 31st December not provided for in the

accounts were as follows:

&£H Group 2003 2002
ZEHBRBEERE Contracted but not provided for 21,393 21,441
BHUEEREL Authorised but not contracted for 1,437 892
22,830 22,333

R-BE=F+"A=+—HARALEE
AIERFEE (CTT_F : ) -

At 31st December 2003, the Company had no capital commitments (2002: Nil).

2003 FRe AKHMEMEEER

=
N HJ

)

93



94

BR B M &E
Notes to the Accounts
(LB B F Tl 3 R)

b+= -+ EXRKBEHEE@®
(Z) FHAZEIE
REBEERBA

AEBR+ZA=+—BM T BUELEHE
2 MR ARRZ N 2 HIEBELMFRETRNA
T

(Expressed in thousands of Hong Kong dollars)

42. CAPITAL AND LEASE COMMITMENTS (Continued)

(b) Lease commitments

The Group as lessee

At 31st December, the Group had future aggregate minimum lease payment

under non-cancellable operating leases as follows:

£H Group 2003 2002
TR Land and buildings
——F R — Not later than one year 33,453 47,510
——FEERF — Later than one year and not later
than five years 81,378 16,862
— AF AR — Later than five years 13,451 546
128,282 64,918
AEEREHBEA The Group as lessor

AEERT -—A=+—"HEBRERITSH
AR R AR EWAES AT -

At 31st December, the Group had contracted with tenants for the following

future minimum lease receivables:

£H Group 2003 2002
THERE Land and buildings
——F A — Not later than one year 10,072 15,948
——FUEERF — Later than one year and not later
than five years 7,259 13,656
17,331 29,604

R-BE=F+=-A=+—BAAaWEE
] 78 4 H& (2002: #7) o

At 31st December 2003, the Company had no lease commitments (2002: Nil).
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
N+= - 2EER 43. SEGMENTAL INFORMATION
DIEERTETRARERE 2 HIEEBIER Segment information is presented in respect of the Group’s business segments:
BART  HERT RIBER
Personal Commercial ~ BAE%#H  Insurance R EHEH g @t
BARTT 2003 Banking Banking Treasury Business  Unallocated  Elimination Total
MESA Interest income from
—HREP —external customers 950,603 578,781 819,834 6,433 5,706 - 2,361,357
S - inter-segments 319,523 - - - - (319,523) -
MEXH Interest expense to
—HREP - external customers (358,210) (75.071)  (230,220) - (11,068) - (674,569)
! - inter-segments - (26,505) (283,802) - (9,216) 319,523 -
FH WA/ (i) Net interest income/(expense) 911,916 477,205 305,812 6,433 (14,578) - 1,686,788
TN Other operating income 329,174 93,499 83,199 123,387 35,575 - 664,834
2ENA Operating income 1,241,090 570,704 389,011 129,820 20,997 - 2,351,622
BEL Operating expenses (552,103)  (118,967) (69,316) (4,279) (48,914) - (793,579)
NRERRZEE Operating profit/(loss)
w Al (BE) before provisions 688,987 451,737 319,695 125,541 (27,917) - 1,558,043
BRRREER (Charge)write back of provisions for
(i) &= bad and doubtful debts (456,934) (79,881) 879 56 1,182 - (534,698)
NRERE2EE Operating profit/(loss)
a il (B 1) after provisions 232,053 371,856 320,574 125,597 (26,735) - 1,023,345
LEREAEREEAEE R Net loss on disposal and deficit
RETER on revaluation of fixed assets - - - - (67,564) - (67,564)
MEEHEE BB R EEH Net gain on disposal of non-trading
REVEHF e and held-to-maturity securities - - 195,918 - 500 - 196,418
FREEERENES Provisions on non-trading
% securities - - (25,877) - (926) - (26,803)
ElEARZHERTER Share of net losses of jointly
controlled entities - - - - (2,015) - (2,015)
BRERIER(ES) Profit/{loss) before taxation 232,053 371,856 490,615 125,597 (96,740) - 1,123,381
BEA Total assets 19,185,987 13,126,303 31,454,300 1,622,923 1,350,784  (2,984,563) 63,755,734
BEAR Total liabilities 31,336,320 7,911,489 18,369,349 601,926 707,013 (2,984,563) 55,941,534
KEERE Depreciation for the year 31,257 1,754 862 = 29,136 = 63,009
RERERZ Capital expenditure incurred
during the year 1,232 143 230 - 15,802 - 23,407
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Notes to the Accounts

(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
M+= - 2EER @ 43. SEGMENTAL INFORMATION (Continued)
BARST  BRET RBER
Personal  Commercial — Bf & %% Insurance KA FBE B e
Z2T-F (FE) 2002 (Restated)* Banking Banking Treasury Business  Unallocated ~ Elimination Total
MEMA Interest income from
-SREF - external customers 1,136,375 684,786 734,970 6,044 1,124 - 2,569,299
-BER - inter-segments 253,562 - - - 32,203 (285,765) -
MExi Interest expense to
—RRF — external customers (391,054) (100,250) (237,322) - (12,126) - (740,752)
= - inter-segments - (92,593) (193,172) - - 285,765 -
FHEMA Net interest income 998,883 491,943 304,476 6,044 27,201 - 1,828,547
At BHA Other operating income 325,830 68,419 129,343 78,984 37,497 - 640,123
EEMA Operating income 1,324,763 560,362 433,819 85,028 64,698 - 2,468,670
BESH Operating expenses (606,153) (124,074) (72,709) (3,932) (74,243) - (881,111)
MREERIZEE Qperating profit/{loss) before
afl/ (&18) provisions 718,610 436,288 361,110 81,096 (9,545) - 1,587,559
BRRREER (Charge)/write back of provisions
(i) /&E for bad and doubtful debts (608,280) (100,724) 712 (17) 417 - (704,138)
MREER EE Qperating profit/(loss) after
sl (B18) provisions 110,330 335,564 361,822 81,079 (5,374) - 883,421
LEREEEREEAESH Net loss on disposal and deficit on
RETEE revaluation of fixed assets (1,263) - - - (35,841) (37,104)
HERE AR FhE Net gain on disposal of associates - - - - 1613 - 1613
LEFFHEEEREREZTH Net gain/ (loss) on disposal of
REER U/ non-trading and
(&8) held-to-maturity securities - - 83,164 - (734) - 82,430
EEEREHNERTER Share of net losses of jointly
controlled entities - - - - (6,000) - (6,000)
BB AETINER) Profit/(loss) before taxation 109,067 335,564 444,986 81,079 (46,336) - 924,360
BERH Total assets 19,002,688 13,177,715 28,546,708 1,358,581 981,678 (2,938,237) 60,129,133
BfEA Total liabilities 28,410,597 7,341,694 16,976,592 453,166 2,773,236 (2,938,237) 53,017,048
REEME Deprediation for the year 33,692 1,803 1,297 - 30,170 - 66,962
AEREAT M Capital expenditure incurred
during the year 37,406 1,340 330 - 6,737 - 45,813
> By R TER R 2 AR (ME— (&) * Restated to take account of the effect of change in accounting policy (Note 1(b))
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

43. SEGMENTAL INFORMATION (Continued)

Personal banking business includes the acceptance of deposits from individual
customers and the extension of residential mortgage lending, personal loans,
overdraft and credit card services, the provision of insurance sales and investment

services.

Commercial banking business includes the acceptance of deposits from and the
advance of loans and working capital finance to commercial, industrial and
institutional customers, and the provision of trade financing and receivable
financing. Hire purchase finance and leasing related to equipment, vehicle and
transport financing are included.

Treasury activities are mainly the provision of foreign exchange services and
centralised cash management for deposit taking and lending, interest rate risk
management, management of investment in securities and the overall funding
of the Group.

Insurance business includes the Group’s life assurance and general insurance
businesses. Through the Group’s wholly owned life assurance subsidiary, the
Group offers a variety of life insurance products and services. The Group’s general
insurance business is conducted through a 51% owned joint venture with Aviva
operating in Hong Kong.

Unallocated items include results of operations and corporate investments

(including properties) not directly identified under other business divisions.

No geographical reporting is provided as over 90% of the Group's revenues and
assets are originated from business decisions and operations based in Hong
Kong.
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M+ BREALZXRE

FEIERRBH GEAREATETHRITE

FRIRISH R IEZ 7R

AEEZMARQRRRENEFHIEGSRAS
BAXENNARREHREERE - BE_ZT
T=F+_A=1+—H  RZSFAFRHEZ
B 4%8435,000,000%F L (2002 :
36,271,000%7T) - FAFHERES
35,225,000/ 7T (2002 : 35,919,000/ 7T) °

REENFE —EZREZWERA RFTEET
WA TESES BE_ZZT=F+-_A48
=+—H FE®NERER77,631,000/ T
(2002 : 245,899,000 #&JT) - ERIEEEE
BERZ[FFRHEEERENZSRIA -

AEENENBESERIESAMITEHSAS
BEARENZRAERNER - BE-ZTT
=F+=—A=+—8 ' #ZEAFUWEH
1F#E%8/5135,196,000/% 7T (2002 :
114,081,000 #7t) - FNFHEFRFER
158,085,000/ 7T (2002 : 150,736,000/%

JT) °

m+#H - BREBEB

AEREENR _ZTZNF=HA_RAKEESH

(Expressed in thousands of Hong Kong dollars)

44. RELATED PARTY TRANSACTIONS

A number of banking transactions were entered into with related parties in the
normal course of business.

Extension of credit facilities and deposit taking

The Group has provided credit facilities to companies controlled or significantly
influenced by the shareholders or Directors of the Company. As at 31st December
2003, the total amount of loans provided to these companies was
HK$35,000,000 (2002: HK$36,271,000) and the average amount provided
during the year was HK$35,225,000 (2002: HK$35,919,000).

The Group also holds certain debt securities issued by a subsidiary of a substantial
shareholder. As at 31st December 2003, the total amount held was
HK$77,631,000 (2002: HK$245,899,000) and was included in “Non-trading
securities” in the balance sheet.

Deposits were also taken by the Group from Directors and companies controlled
or significantly influenced by Directors of the Group. The total amount of deposits
received from these companies as at 31st December 2003 was HK$135,196,000
(2002: HK$114,081,000) and the average amount of deposits during the year
was HK$158,085,000 (2002: HK$150,736,000).

45. APPROVAL OF ACCOUNTS

The accounts were approved by the Board of Directors on 2nd March 2004.
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