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30™ September, 2002

Office of International Corporate Finance

Division of Corporation Finance S
Securities and Exchange Commission §
450 Fifth Street, N.W. ~
Washington, D.C. 20549 z=
USA. =
;Ci)
Dear Sirs, PR@CESSED
BOC Hong Kong (Holdings) Limited /\/ @CT_ @3 9 2002
Rule 12g3-2(b) File No.82-34675 : , THOMSON
FINANCIAL

We enclose the following documents for your attention :

1. The Monthly Return on Movement of Listed Equity Securities filed by the
Company with the Stock Exchange of Hong Kong Limited (the “HKSE”) for the
month ended 31% August 2002.

2. A bundle of the notices filed with the HKSE pursuant to the Securities
(Disclosure of Interests) Ordinance dated 9t September 2002.

3. A press announcement published by the Company on 11" September 2002.

An explanatory statement and instruction slip sent by the Company to its
shareholders in relation to future Corporate Communications.

5. Interim Report of the Company for the six months period ended 30™ June 2002.

Please note that the above documents are being furnished to the Securities and
Exchange Commission (the “SEC”) on behalf of the Company pursuant to the
- exemption from the Securities Exchange Act of 1934 (the “Act”) afforded by Rule

12g3-2(b) thereunder.
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BOC HONG KONG (HOLDINGS) LIMITED

This information is being furnished under paragraph (1) of Rule 12g3-2(b) with the
understanding that such information and documents will not be deemed to be “filed”
with the SEC or otherwise subject to the liabilities of Section 18 of the Act and that
neither this letter nor the furnishing of such information and documents shall

constitute an admission for any purpose that the Company is subject to the Act.

Yours faithfully,
For and on behalf of
BOC Hong Kong (Holdings) Limited

Jason C.W. Yeung
Company Secretary

Encl.
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Monthly Return On Movement of Listed Equity Securities

(For the month ended : _ 31st August 2002 )
. : . . e
To: E-Business & Information Services of Hong Kong Exchanges and Clearing Ltd. VJO
Fax No: 2521 7072 S
\
From: BOC Hong Kong (Holdmgs) Limited o2
(Name of Company) 2,
| e
Jason C. W. Yeung Tel No: 2846 2700
(Name of Responsible Official) o— {2
Date: 2nd September 2002
(A) Information on Types of Listed Equity Securities:
(please tick wherever applicable)
{1. Ordinary shares: v 2. Preference shares:
3. Other classes of shares: please specify:
4. Warrants: please specifyi
|(B) Movement in Authorised Share Capital:
No. of ordinary shares/
Preference shares/ Par Value Authorised Share Capital
Other classes of shares (HK$) - (HKS)
Balance at close of
preceding month 20.000.000,000 5.00 100.,000,000.000
Increase/(Decrease)
(EGM approval date):
( ) Nil N/A Nil
Balance at close
of the month , 20.000,000.000 » 5.00 100.000.,000.000
(C) Movement in Issued Share Capital:
No. of No. of No. of other
Ordinary shares Preference shares classes of shares
Balance at close of
preceding month: 10,572.780,266 Nil Nil
Increase/(Decrease)
during the month: Nil Nil Nil
Balance at close
of the month: 10,572,780.266 Nil Nil




(D) Details of Movement
*Please delete and insert “N/A” wherever inapplicable

TYPE OF
SECURITIES

SECURITIES IN
ISSUE AT CLOSE
OF PRECEDING
MONTH

MOVEMENT DURING THE

MONTH

SECURITIES IN
ISSUE AT CLOSE
OF THE MONTH

IN NO. OF
NEW SHARES
ARISING
THEREFROM

SHARE OPTIONS*
Type

No. of Options

Granted

Exercised

Cancelled

No. of Options

1. . Ordinary shares
Exercise Price:

HKS$S

2. Ordinary shares
Exercise price:
HKS$

3. Ordinary shares
Exercise Price:
HKS

4. Ordinary shares
Exercise price:
HKS$

Nil.

Nil

WARRANTS*
Date of Expiry

Nominal Value

(HKS)

Exercised
(HK$)

Nominal Value
(HKS$)

1

HK$

2

Subscription price:

HK$

Subscription price:

Nil

Nil

CONVERTIBLES*
Class

Units

Converted
(Units)

Units

Convertible price:
HK?$

Nil

Nil

OTHER ISSUES
OF SHARES*

Rights Issue
Placing

Bonus Issue

Scrip Dividend
Repurchase of share
Redemption of share
Consideration issue
Others

(Please specify)

Price:
Price:

Price:
Price:

Issue and allotment Date:
Issue and allotment Date:
Issue and allotment Date:
Issue and allotment Date:
Cancellation Date:
Redemption Date:
Issue and allotment Date:
Issue and allotment Date:

Nil

Remarks:

Total No. of ordinary shares/preference shares/other classes of shares
Increased/(decreased) during the month:

Notes:

Authorised Signatory:

Name
Title

Jason C. W. Yeung

Company Secretary

All information contained in this form may be reproduced and provided to other information vendors or users of market
data at the sole discretion of the Stock Exchange without prior notification to the company/issuer.
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DISCLOSURE OF INTEREST

No statutory form has been prescribed under the Ordinance. This notice form is provided for your use by the
Securities and Futures Commission.

You should, however, note that your statutory obligations are determined by the Ordinance not by the motice form .

provided. When making your disclosure, therefore, you must satisfy yourself as to the requirements of the
Ordinance and, if in doubt, you should seek appropriate legal advice. You are free to make the required disclosures

in some other written form.
EXPLANATORY NOTE FOR CORPORATE SUBSTANTIAL SHAREHOLDERS ON COMPLETING THIS NOTICE’ FORM

GENERAL INFORMATION
References to the Ordinance are refcrcnc::s to the Securities (Disc)osurs of Interests) Ordinance (Cap. 396).

This notice form is to be completed by corporations/companjes when making their disclosures of a notifiable interest in relevant share
capital of the listed company disclosed at paragraph 1 of the notice form.

This notice form is to be used by corporations/companies to notify the Stock Exchauge of Hong Kong (the ‘SEHK"") and the listed
company conceérned of, amongst other things, the following:—

3] An interest in 10% or more of th: relevant share capital (i.e. voting shar:s) of 2 hsted company.

(if) Ceasmg to have 2 notifiable interest (i.e, dropping below 10%).
(3ii) An increase or decrease in the pcrccmage level of your holdings that resuits in you crossing over a whole percentage numbcr

(e.g. 109% increases to 11.1%).

The term *‘substantial sharcholder" is not defined imr the Ordinance but is used in this notice form and these notes for dtscrlpuve purposcs
only. A substantial sharcholder is someone who has an interest in 10% or more of the relevant share capital concerned (i.e. voting shares

- of the company).
For record purposes it is advisable to keep a copy of all disclosures that are made.

You should note that the duties of disclosure of substantial shareholders, in mhst ceses, have to be fulfilled within 5 days next following
the day upon which those duties arise. In cases of doubt, legal advice shouid be taken.

If any of the interests in relevant share capital of the listed company are held as a result of a section 9 acquisition agresmeint then you are
advised to take legal advice as no standard notice form is provided by zhe Securities and Futures Commission for the purposes of

disclosure.

{f you have insufficient space, complete your disclosures on a separate sheet — a photocopy of an uncompleted page 2 could be used
provided that it is signed and clearly marked ‘*Additional Sheet™.

' When completing this notice form use block letters, preferably typewritien.

In cases of ambiguity staff of the SEHK may telephone you for clarification.

If you have any queries about the Ordinance or your obligations thereunder you should consult your legal or other professiondl adviser.
The fact that you do not have all the information required by the notice form should not prevent you from filing the notice form if you are
aware you arc under a duty to disclose. Information not currently available should be provided when it becomes available. . :

You must always complete the entire form, particularly paragraph 5, even if you are only supplying details rcquuad by section 7(6) and
there has been no dzsc!osable change in the size of your interests. .

This notice form is only to be completed by a person pmpcﬂy authorized by the corporauon/company making disclosure.

_FILING REQUIREMENTS
A signed copy of this notice must be filed with the SEHK using one of the following methods:—

By Post — The SDI Unit -
Compiiance Division
The Stock Exchangc of Hong Kong Ltd.
G.P.O. Box 10023
Hong Kong

This is dedicated P.0. Box for the SDI Unit only. You should not use the general SEHK P.O. Box.

By Hand Thz SDI Unit,
Compliancz Division
The Stock Exchange of Hong Kong Lid.
Tower 1 & II, Exchange Square
Central, Hong Kong

By Fax — Fax No.: 8456328

For security reasons, no other SEHK fax number should be used. You are asked to pay particular attention to ensuring,the :
proper fax number is used. .

Telephone confirmations of fax nofification can be obtained from 5233799, You are asked (o restrict use of this service to
significant or price sensitive notifications. . ' ‘

A signed copy of this notice form must also be filed with the company referred to at paragraph 1 of the notice form at its registered office
or principal place of business in Hong Kong You should take every rcasonab}y practicable step 1o ensure that th: notice form reaches the
SEHK first. ‘




INSTRUCTIONS ON COMPLETING THE NOTICE FORM

The box marked *‘Ref. No.”" can be used for your own record purposes.

L. Paragraph 1 ‘ , o
Complete the name of the company and its stock code. The stock code can be obtained from the SEHK or from the company

concemed. Even if the stock code is ‘not known the notice form should still be completed and filed.

2. Paragraph 2 . .
Describe the relevant share capital to which the notification relates. A smal) number of companies listed on the Stock Exchange

of Hong Kong have two classes of share capital, each with voting rights (i.e. ““A** and ““B’" shares). If the
corporation/company is a substantial shareholder of both classes of share capital then two separate notices should be completed.

3. Paragraph 3

The name and address of the corporation/company making disclosure of its interests must be set out in full in English.

4. Paragraph 4
In order to disclose the reason for disclosure at 4(b), tick the box number corresponding to one or more of the following
reasons. For example, if you acquire shares which increase the notifiable percentage level then you would tick the boxes
numbered “‘1’" and **3"". If your acquisition is as a result of 2 company, in which you are interested pursuant to section -8,

acquiring shares you would tick the boxes numbered **1°7, “3" and 4"

- You should note that if you tick the box numbered **7°" then, apart from signing, you do not need to complete the remainder of
the notice form. )

Reason for disclosure )
: Box Number

bAcquisizion/disposaI of an interest in relevant share capital of listed company giving rise to a duty to disclose. 1

Alnilial disclosure 2

Change in pcrccmagr; tevel of notifiabie interest “3

Acquisition/disposal of an interest in relevant share capital by a corporation subject to section 8(2), (3) and (4) “4

-(see note 1)

Disclosure of particulars required by section 7(6) (s.ee note 2) 5T

Change in particulars required by section 7(6) (see note 2) _ e
‘ -

Cease to have notifiable interest

Note 1:
Section 8(2), (3) and (4) deems. you to be interested in shares in the relevant share capital of a listed company that are held by

a corporation the directors of which are accustomed to act in accordance with your directions or in which you can exercise one-

third or more of the voting rights.

Note 2: :
The particulars required by section 7(6) of the Ordinance are the names of and the number of shares held by the registered
shareholders. N

5. Paragraph 5 -

. All interests in relevant share capital inciuding those that the corporation/company is deemed to be interested in as a result of

section 8 (i.e. corporate interests) are to be disclosed. If this is an initial disclosure paragraph 5(b) is not applicable.

6. Paragraph 6 . . .
‘ The name of the person or company with whom 2 joint interest in shares is held should be disclosed. It should be noted that the
person or company with whom the joint interest is beid has to make scpamte disclosures of their own if they have a notifiable

interest.

7. Paragraph 7
Disclose the interests in relevant share capital held through other corporations pursuant to section 8 of the Ordinance. If you
have any doubts about the consequences of section 8 of the Ordinance legal advice should be taken. If these corporations’
" interests exceed the notifiable percentage they will have to make separate disclosures.

8. Paragraph 8 : )
The Ordinance requires the disclosure of the names and addresses of the registered shareholders of the shareholding in the listed
company disclosed at paragraph 5(2). Lack of knowledge of these particulars should not prevent a notice form being filed.
These particulars can be sent to the SEHK and the company concerned when they are obtained.

YOU MUST SIGN THE NOTICE FORM AND INDICATE IN WHAT CAPACITY YOU ARE SIGNING IT.

* YOU SHOULD CHECK THE NOTICE FORM BEFORE SIGNING IT TO MAKE SURE THAT EVERYTHING THAT YOU HAVE
- STATED IS CORRECT.
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DISCLOSURE OF INTEREST

No statutory form has been prescribed under the Ordinance. This notice form is provided for your use by the
Securities and Futures Commission.

You should, bowever, note that your statutory obligations are determined by the Ordinance not by the motice form

provided. When makmg your disclosure, thérefore, you must satisfy yourself as to the requirements of the
Ordinance and, if in doubt, you should seek appropriate legal advice. You are free to make the required d15closm-es

in some other written form.
EXPLANATORY NOTE FOR CORPORATE SUBSTANTIAL SHAREHOLDERS ON COMPLETING THIS NOTICE‘ FORM

GENERAL INFORMATION _
References .to the Ordin;nce are references to the Securities (Disclosure of Interests) Ordinance (Cap. 396).

This notice form is to be compieted by corporations/companies when making their disclosares of a notifiable interest in relevant share
capital of the listed company disclosed at paragraph 1 of the notice form.

This notice form is to be used by corporations/companies to notify the Stock Exchange of Hong Kong (the **SEHK™) and the listed
company conceémed of, amongst other things, the following:—

@) An interest in 10% or more of thc relevant share capital (i.e. voting shaxm) of a listed ccmp'-

(i) Ceasing to have a notifiable interest (i-e. dropping below 10%).
(iif) An increase or decrease in the percentage level of your holdings that results in you cmssmg over a whole percentage number

(e.g. 10.9% increases to 11.1%).

The term *‘substantial sharcholder'” is not defined inr the Ordinance but is used in this notice fdrm and these notes for descriptive purposes
only. A substantial shareholder is someone who has an interest in 10% or more of the rclevant share capital concerned (i.e. voting sharm

- of the company).

For record purposes it is advisable to keep a copy of all disclosures that are made.

You should note that the duties of disclosure of substantial shareholders, in most cases, have to be fulfilled within 5 days next following
the day upon which those dutics arise. In cases of doubt, legal advice should be taken. .
If any of the interests in relevant share capital of the listed company are held as a result of a section 9 acquisition agreement then you are
advised to take legal advice as no standard notice form is provided by the Securities and Futures Commission for the purposes of

If you have msufficient space, complete your dfsclosures on a separate sheet — a photocopy of an uncompleted- page 2 could be used
provided that it is signed and clearly marked ‘‘Additional Sheet™.

When completing this notice form use block letters, preferably typewritten. _

In cases of ambiguity staff of the SEHK may telephone you for clarification.

If you have any queries about the Ordinance or your cbligations thereunder you should consult your legal or other professional adviser.
The fact that you do not have all the information reguired by the notice form should not prevent you from filing the notice form if you are
aware you are under a duty to disclose. Information not currently available should be provided when it becomes available.

You must always compiete the entire form, particularly paragraph S, even if you are only supplying details required by section 7(6) and
there has been no disclosabie change in the size of your interests.

This notice form is only to be compleied by a person properly authorized by the corporatiu;n/company making disclosure.

'FILING REQUIREMENTS

A signed copy of this notice must be filed with the SEHK using one of the following methods:—

By Post — The SDI Unit
Compliance Division -
The Stock Exchange of Hong Kong Ltd.
G.P.O. Box 10023
Hong Kong

This is dedicated P.O. Box for the SDI Unit only. You should pot use the general SEHK P.Q. Box.

By Hand The SDI Unit,
Compliance Division
The Stock Exchange of Hong Kong Lid.
Tower 1 & II, Exchange Square
Central, Hong Kong

By Fax — Fax No.: 8456328

For security reasons, no other SEHK fax number should be used. You are asked to pay particular atention to ensuring the '
proper fax number is used.

Telephone confirmations of fax notification can be obtained from 5233799. AYou are asked to restrict use of this service to
significant or price sensitive notifications. .

A signed copy of this noticc form must also be filed with the company referred to at paragraph 1 of the notice form at its registered office
or principal place of business in Hong Kong. You should tzke every reasonably practicable step to ensure that the notice form reaches the -
first.

v
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DISCLOSURE OF INTEREST

No statutory form has been prescribed under the Ordinance. This notice form is provided for your use by the
Securities and Futures Commission.

You should, however, note that vour statutory obligations are determined by the Ordinance not by the notice form

provided. When making your disclosure, therefore, you must satisfy yourself as to the requirements of the
Ordinance and, if in doubt, you should seek appropriate legal advice. You are free to make the required disclosures

in some other written form.
EXPLANATORY NOTE FOR CORPORATE SUBSTANTIAL SHAREHOLDERS ON COMPLETING THIS NOTICE- FORM

GENERAL INFORMATION )
References to the Ordinance are references to the Securities (Disclosure of Interests) Ordinance (Cap. 396).

This notice form is to be completed by corporations/companies when making their disclosures of a notifiable interest in relevant share
capital of the listed company disciosed at paragraph 1 of the notice form.

This notice form is to be used by corporations/companies to notify the Stock Exchange of Hong Kong (the ‘‘SEHK'") and the listed
‘company concerned of, amongst other things, the following:—

@) An interest in 10% or more of the relevant share capital (i.e. voting shar:s) of 2 listed company.

(] Ceasing to have a notifiable interest (i.e. dropping below 10%).
(iii) An increase or decrease in the percentage level of your holdings that resuits in you crossing over a whole percentage number

(e.g. 10. 9% increases to 11.1%).

The term *‘substantial shareholder" is not defined in the Ordinance but is used in this notice form and these notes for descriptive purposcs
only. A substantial sharcholder is someone who has an interest in 10% or more of the relevant share capital concerned (i.e. voting sharcs

- of the company).
For record purposes it is advisable to keep a copy of all disclosures that are made.

You should note that the duties of disclosure of substantial shareholders, in most cases, have to be fulfilled within 5 days next followmg
the day upon which those .duties arise. In cases of doubt, legal advice should be taken. .

If any of the interests in relevant share capital of the listed company are held as a result of a section 9 acquisition agreement then you are
advised to take legal advice as no standard notice form is provided by the Securities and Futur:s Commission for the purposes of -

disclosure.

If you have insufficient space, oompiete your disclosures on 2 separate sheet — a photocopy of an uncomple(edr page 2 could be used
provided that it is signed and clearly marked *‘Additional Sheet™.

When compieting this notice form use block lefters, preferably typewritten.
In cases of ambiguity staff of the SEHK may telephone you for clarification.
If you have any queries about the Ordinance ar your obligations thereunder you should consult your legal or other professional adviser.

The fact that you do not have all the information required by the notice form should not prevent you from filing the notice form if you are

aware you are under a duty to disclose. Information not currently available should be provided when it becomes availabie.

You must always compléte the entire form, particularly paragraph 5, even if you are only supplying details required by section 7(6) and
there has been no disclosable change in the size of your interests. )

This notice form is oniy to be compieted by a person properly authorized by the coxporation/company making disclosure.

FILING REQUIREMENTS
A signed copy of this notice must be filed with the SEHK using one of the following methods:—

By Post — The SDI Unit
Compliance Division
The Stock' Exchange of Hong Kong Ltd.
G.P.O. Box 10023
Hong Kong

This is dedicated P.0. Box for the SDI Unit only. You should ot use the general SEHK P.O. Box.

By Hand The SDX Unit,
Compliance Division
The Stock Exchange of Hong Kong Lid.
Tower I & I, Exchange Square
Central, Hong Kong

By Fax — Fax No.: 8456328

For security reasons, no other SEHK fax number should be used. You are asked to pay particular attention to ensuring the
proper fax number is used.

Telephone confirmations of fax notification can be obtained fmm 5233799. You are asked to restrict use of this service to
significant or price sensitive notifications. .

A signed copy of this noticc form must also be filed with the company referred 10 at paragraph 1 of the notice form at its registered office
or principal place of business in Hong Kong. You shouid take every reasonably practicable step to ensure that the notice form reaches the

SEHK first.

b



INSTRUCTIONS ON COMPLETING THE NOTICE FORM

The box marked ““Ref. No.” can be used for your own record purposes.

1. Paragraph 1 . )
Complete the name of the company and its stock code. The stock code can be obtained from the ' SEHK or from the company
concerned. Even if the stock code is not known the nqticc form should still be completed and filed.

2. Paragraph 2 )

Describe the relevant share capital to which the notification relates. A small number of compamm listed on the Stock Exchange
shares). If the

of Hong Kong have two classes of share capital, each with voting rights (i.e. **A’* and **B"
corporation/company is a substantial sharcholder of both classes of share capital then two separate notices should be completed.

3. Paragraph 3

The name and address of the corporanonlcompany making disclosure of its interests must be set om in full in English.

4. * Paragraph 4 ! ~
In order to disclose the reason for disclosure at 4(b), tick the box pumber corresponding 1o one or more of the following

reasons. For example, if you acquire shares which increase the notifiable percentage level then you would tick thc boxes
numbered *‘1°" and **3". If your acquisition is as a result of a2 company, in which you are interested pursuant to section 8,

acquiring shares you would tick the boxes numbered **1*°, 3" and “*4"".

- You should note that if you tick the box numbered **7"" then, apart from signing, you do not need'to complete the remainder of

the notice form,

Reason for disclosure . .
' Box Number_

.Acquisition/disposal of an interest in relevant share capital of listed company giving rise to a duty to disclose. s

Initial disclosure R g

Change in pcrccmagt;, level oi;‘notiﬁable interest ch

Acquisition/dispoi;al of an interest in relevant sharv;: capital by a corporation subject to section 8(2), (3) and (4) ‘4

-(see note 1) .

Disclosure of particulars required by section 7(6) (s-ee note 2) “5m

Change in particulars requin:d.by section 7(6) (sez note 2) 6
-

Cease 10 have notifiable interest

Note 1:
Section 8(2), (3) and (4) deems you to be interested in shares in the relevant share capital of a listed company that are held by

a corporarion the directors of which are accustomed to act in accordance with your directions or in which you can excreise one-

third or more of the voting rights.

Note 2: '
The particulars required by s:ctic;i 7(6) of the Ordinance are the names of and the number of shares held by the registered

shareholders. .

S. Paragraph 5

All interests in relevant share capital includin‘g those that the corporation/company is decmed to be interested in as a result of
section 8 (i.e. corporate interests) are to be disclosed. If this is an initial disciosure paragraph 5(b) is not applicable.

6. ‘Paragraph 6 :
' The name of the person or company with whom a joint interest in shares is held should be disclosed. It should be noted that the
person or company with whom the joint interest is held has to make separate disclosures of their own if they have a notifiable

mu:rm

7. Paragraph 7
Disciose the interests in relevant share capitdl held through other corporations pursuant to section 8 of the Ordinance. If you
have any doubts about the consequences of section 8 of the ‘Ordinance legal advice should be taken. If these corporations’

intcrests exceed the notifiable percentage they will have to make separate disclosures.

8. Paragraph 8
The Ordinance requires the disclosure of the names and addresses of the registered shareholders of the sharsholding in the listed
company disclosed at paragraph 5(a). Lack of knowledge of these particulars should not prevent a notice form being filed.

These particulars can be sent o the SEHK and the company concerned when they are obtained.

YOU MUST SIGN THE NOTICE FORM AND INDICATE IN WHAT CAPACITY YOU ARE SIGNING IT.

YOU SHOULD CHECK THE NOTICE FORM BEFORE SIGNING IT TO MAKE SURE THAT EVERYTHING THAT YOU HAVE
STATED IS CORRECT. 7
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INSTRUCTIONS ON COMPLETING THE NOTICE FORM

The box marked “*Ref. No.

' Acquisition/disposal of an interest in relevant share capital of listed company giving rise to a duty to disclose.

** can be used for your own record purposes.

Paragraph 1
Complete the name of the company and its stock code. The stock code can be obtained from the'SEHK or from the company
concemed. .Even if the stock code is not known the notice form shouid still be completed and filed.

Paragraph 2
Describe the relevant share capital to which the notification relates. A small numnber of compamu hsted on the Stock Exchange

of Hong Kong have two classes of share capital, each with voting rights (i.e. “*A”" and “*B”’ shares). If the
corporation/company is a substantial shareholder of both classes of share capital then two separate notices should be completed.

Paragraph 3
The name and address of the corporation/company making disclosure of its interests must be set out in full in English.

Paragraph 4

In order to disclose the reason for disclosure at 4(b), tick the box number corresponding 10 one or more of the following
reasons. For example, if you acquire shares which increase the notifiable percentage lével then you would tick the boxes
numbered "*1** and **3", If your acquisition is as a result of a company, in which you are interested pursuant to section §,
acquiring shares you would tick the boxes numbered **1°°, *3™" and “*4"".

- You should note that if you tick the box numbered *“7"" then, apart from signing, you do not need to complete the remainder of

the notice form.

Reason for disclosure
’ ) Box Number

eqre

Initial disclosure . 2

Change in pcrccmagé level of notifiable interest . ©3°

Acquisition/disposal of an interest in relevant sharc‘capital by a corporszion subject to section 8(2), (3) and (4) 4>

-{see note 1) .

Disclosure of particulars reguired by section 7(6) (;ac note 2) ©5T

Change in particulars required by section 7(6) (see note 2) 6T
-

Cease to have notifiable interest

Note |:
Section 8(2). (3) and (4) deems you to be interested in shares in the rele‘f/ant share capital of a listed company that are held by

a corporation the directors of which are accustomed to act in accordance’ with your directions or in which you can exercise one-
third or more of the voting rights.

Note 2: '

The particulars required by section 7(6) of the Ordinance are the names of and the number of shares held by the registered
shareholders. .

Paragraph 5 L
All interests in relevant share capital including those that the corporation/company is deemed to be interested in as a result of

section 8 (i.e. corporate interests) are to be disclosed. If this is an initial disclosure paragraph 5(b) is not applicable.

Paragraph 6 .
The name of the person or company with whorm a joint interest in shares is held should be disclosed. It should be noted that the
person or company with whom the joint interest is held has to make separate d.rsclosurs of their own if they have a notifiable

interest.

Paragraph 7 '

Disclose the interests in relevant share capital held through other corporations pursuant 1o section 8 of the Ordinance. If you
have any doubts about the conseguences of section 8 of the Ordinance legal advice should be taken. If these corporations’
interests exceed the notifiable percentage they will have to make separate disclosures.

Paragraph 8 .
The Ordinance requires the disclosure of the names and addresses of the registered sharcholders of the shareholding in the listed
company disclosed at paragraph 5(a). Lack of knowledge of these particulars should not prevent a notice form being filed.
These particulars can be sent to the SEHK and the company concemed when they are obtained.

YOU MUST SIGN THE NOTICE FORM AND INDICATE IN WHAT CAPACITY YOU ARE SIGNING IT.

YOU SHOULD CHECK THE NOTICE FOR.M BEFORE SIGNING IT TO MAKE SURE THAT EVERYTHING THAT YQOU HAVE
STATED IS CORRECT.
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The Srocl Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as
to its accuracy or completeness and expressily disclaims any liability whatsoever for an.y loss howsoever arising from or in relience
upon the whole or any part of the contents of this announcement.
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BOC HONG KONG (HOLDINGS) LIMITED .

(Incorporated in Hong Kong with limited liabiliry)
(the “Company”)

AN NOUN CEMEN T )

Pursuant-to the requirements of the Listing Rules, tho Comoanv is making adequate arrangements to ascertain the
wishes of its shareholders as to Whlchlanwuage version of the Corporate Commumcahon of. the Company they WlSh
to teceive in the future. Thcse arrangements are described below . .

IN TRODUCTION

Pursuant to the relevant- lcgmlanon/rules and the Company.'s Articles of Association, the Company is-permitted to send
Corporate Communicatior te its shareholders either in the English language only, the Chinese language only, or both
the English and Chinese languages provided that the Company has made adequate arrangements to ascertain the wish
of its shareholders . : T

PROPOSED ARRANGE\/EEVTS .o o

The following ananvemcnts have becn or will be made by the Company in comphanc* “with thé requu'ements of the
Listing R.ules

1. The Company is sending a-letter on or about llth September, 2002 tocether with an instruction slip and postage
pre-paid envelop. (the “First Letter?), prepared in English and Chinese, to its shareholders. to enable them to
select, amongst other: things, to Teceive either Envhsn or Chinese or both versions of the Corporate
Communication, The First Letter, will explain that if no reply is received from such shareholders by 3lst
October, 2002, the follpwing arrangements will apply, where anphcablc

. the Corporate Communication will be sent in Cmneso only to allHong Kong shareholders who are matural
persons with a Chrncso ‘name; . .. S

. the Corporate Communication will be sentin English only to all overseas ‘shareholders and all Honc Kon=r
shareholders othcr than natural persons with a Chmesc name. g

“Whether 2 shareholder of the Comoany is a Hong Kong or an “0verseas shareholder will be detenmned by hzs
or its add.ress as appearing in the Company s register of members. . . . 3

: Sharcholders have the right at any time by reasonable notlcc in wntmv to the Company to chan,e'the chmcc .
of” ia.ncuaae of the Corporate Communication: . ° R .

2. “The Comoany will sexd the selected language version of the Corporare Commumcanon to those sha:eholders
~ who have made a sélection unless and until they notify the Compa.uy n wntmg Lhat they Wlsh to recozve the-
Corporate Communication in the other (or both) language. .

3. When the Corporate Communicatiod is sent out according to the arrangements as set out in paraoraphs 1 and

: 2'above, a letter together with a pre-paid requést slip- (the “Second Letter”), prepared in English and- Chinese,
“will be attached to or printéd at some prominent-place in the versions of the Corporate Commumcanon sent out ~
stating that the Corporate Commumcatlon prepared-in the other lanvuage will be ava.ﬂable upon roquesr_ L -

4. The Corporate Commumcatlon in both English and Chinese versions and in acccss1ble format will & be avallable, .
on the Company’s website at www. bochkholdmgs com and a soft copy of both languages of the Corporate
Communication will be filed with the Stock Excha.nce on the same day as such Comorate Communication is sent
to the sharoholders . 5

5. The Company is providing a dial-up hotline service (Tel: 2846 2700) to enable sharoholders to make enqul{y A
of the Company s proposed arrangements. A

6. Thc First Letter and the Second Letter will mention that bor.h lancuaces of the Corporato Commumcanon w1ll
be available on the Company’s website and that the dxal -up hotline has been provided as mentloned in
paragraphs 4 and 5 above respectively. .

DEFINITIONS

"In this annoumcement, the following expressmns have thie meanings set out below unless the context requires’
otherwise:. -

“Corpor'ato Commuanication” amy document issued or to be issued by the Company for the information or action of .
co its shareholders as defined in Rule 1.01 of the Listing Rules;

“Listing Rules” . the Rules Governing the Listing of Securities on the 'Stock Exchange; and
“Stock Exchange” The Stock Exchange of Hong Kong Limited.

- By Order of the Board
Jason C.W. Yeung

. - Company Secretary

Hong Kong, 11th September, 2002
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Authorized Signature(s)

3rd September 2002
Dear Shareholder

Instructions in relation to future Corporate Communications

As aresult of new legislation and regulation and recent amendments to the Articles of Association of the BOC Hong Kong
(Holdings) Limited (the “Company”), the Company is permitted to allow sharcholders and other entitled persons to elect :

(a) to receive summary financial reports (“Financial Summary”) in place of the complete annual report and accounts
~ (“Full Financial Report”). The Financial Summary is a document that contains all the information and particulars
contained on the face of the Company’s balance sheet and profit and loss account, together with key information
from the Full Financial Report. The Financial Summary only gives a summary of the information and particulars
contained in the Full Financial Report, from which it is derived; and/or
(b) to rely on copies of any document issued by the Company to shareholders including (but not limited to) Financial
Summary, Full Financial Report, interim report, notice of meeting, listing document and circular (“Corporate
Communications”) posted on the Company’s website in place of being sent a printed copy of such Corporate
Communication; and/or
(c) toreceive the English language version only or the Chinese language version only of any Corporate Communication.

If you exercise the option in paragraph (b) above, you will be notified of the publication of the Corporate Communication

on the Company’s website, the address of the website and the location on the website where the Corporate Communication

may be accessed and how it may be accessed. You may choose :

(a) torely on the copy of that notification which will be posted on the Company’s website in place of a printed copy of
that notification; or

(b) toreceive a printed copy of the notification by post.

To make your election, you may send a notice of intent to the Company in the form of the enclosed instruction slip
indicating whether you wish and agree to select one of the various options given to you in the instruction slip. Please tick
the appropriate box and sign and return the instruction slip, in the envelope provided, to the Company c/o Computershare
Hong Kong Investor Services Limited at Rooms 1901-1905, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong. If your registered address is within Hong Kong, the enclosed envelope will be postage prepaid and you will
not need to affix a stamp when returning your instruction slip. Otherwise, please affix an appropriate stamp.

If we receive your instruction slip by 31st October 2002, your instruction slip will apply to all Corporate Communications
to be sent to shareholders on or after 1st November 2002 until you inform the Company otherwise in accordance with the
applicable legislation and regulation. If we do not receive your instruction slip by 31st October 2002 and until you
inform the Company otherwise in accordance with the applicable legislation and regulation, we will only send to
you : (a) a printed Chinese version of all future Corporate Communications (with a Financial Summary in place of
the Full Financial Report) if your registered address is in Hong Kong and you have a Chinese surname; or (b) a
printed English version of all future Corporate Communications (with a Financial Summary in place of the Full
Financial Report) if your registered address is overseas, or if you are a corporate shareholder, or if you do not have
, a Chinese surname. If we receive your instruction slip after 31st October 2002, we will respect your election and will,
i subject to applicable legislation and regulation, endeavour to comply with your election.

Finally, please note that (a) both the English and the Chinese versions of the Financial Summary and Full Financial Report
and future Corporate Communications will be available from the Company or its share registrar on request; and (b) the
same will also be available on the Company’s website on www.bochkholdings.com. If you have any queries relating to this
letter, please call our hotline at 2846 2700.

Yours faithfully,

Jason C.W. Yeung

Company Secretary

For and on bebalf of

BOC Hong Kong (Holdings) Limited
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| o Publication and Posting of Corporate Communications

! Instruction Slip

To: BOC Hong Kong (Holdings) Limited

Please tick only one box of this instruction slip.

1. Printed documents
Financial Summary and other Corporate Communications (English, Chinese or both)

(2) [] I/We would like to receive the printed English version only of the Financial Summary and
other Corporate Communications; OR

(by [J I/We would like to receive the printed Chinese version only of the Financial Summary and

! other Corporate Communications; OR

(¢) [J I/We would like to receive both the printed English and the printed Chinese versions of the
Financial Summary and other Corporate Communications; OR

Full Financial Report and other Corpdrate Communications (English, Chinese or both)

(d) [ I/We would like to receive the printed English version only of the Full Financial Report and
other Corporate Communications; OR

(e) [[] I/We would like to receive the printed Chinese version only of the Full Financial Report and
other Corporate Communications; OR

() [J I/'We would like to receive both the printed English and the printed Chinese versions of the
Full Financial Report and other Corporate Communications; OR

; 2. Website documents

(g) [] IY'We would like to rely on (i) copies posted on the Company's website in lieu of any or all of
the printed documents referred to in (a) - (f) above and (ii) the electronic notification posted
on the Company's website of the publication of those documents on the Company's website
and other related matters in lieu of a printed copy of that notification; OR

(h) [[] I/We would like (i) to rely on copies posted on the Company's website in lieu of any or all of
the printed documents referred to in (a) - (f) above and (i) to receive by post a printed copy
of the notification of the publication of those documents on the Company's website and other
related matters. '

Please note that :

1. The above instruction will apply to all Corporate Communications to be sent to our shareholders on or after 1st November 2002
until you inform us otherwise.

2. Both the English and the Chinese versions of all future Corporate Communications will be available from the Company or its Share
Registrar on request. '

3. Ifyour shares are held in joint names, all joint holders OR the joint holder whose name stands first on our Register of Members

should sign on this instruction reply in order to be valid.

Signature Date

Contact telephone number
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BOC HONG KONG (HOLDINGS) LIMITED

hEREE (B BB A The Directors of BOC Hong Kong (Holdings) Limited (the “Company”) are pleased to
F([XRBI)EEEE announce the unaudited consolidated interim results of the Company and its subsidiaries ‘
AR REMBLRGE (the "Group”) for the six months ended 30 June 2002 as follows: ‘ e
((ZEEDBE_ZET
ZERAZTAHLNME
BREEZNPHER
mF

HEMEEE Consolidated Financial Highlights

FBER
Bz HE
—g2-F ZE2E-F —2T-F
~AB=+H ~A=+8 +ZA=+—-8B
ExAEA IEREA t+=@A
Unaudited )
Six months ended Year ended :
30 June 30 June 31 December N
2002 2001 2001
BEEER EMEER ESEET
REBRA For the period ended HK$'m HK$'m HK$'m : Ry B
RIERNNSERF Operating profit before provisions 6,002 7.122 13,162 ,I
RIVEBENBERT Operating profit after provisions 4,236 5,274 5,750 L
By B4 A1 22 7 Profit before taxation 4,211 5,079 3,733 l L
BRI g E T Profit after taxation 3,481 4,271 2,901 Eo
T3 {4 T Profit attributable to shareholders 3,418 4,195 2,768 Lo
|
-
BT BET AT
SR Per share HK$ HKS HKS
BREEESRAN Earnings per share, as adjusted" 0.323 0.397 0.262
FEEX
8E S
“gB=F ZEE-F
~B=+H +=-R=+—8
Unaudited
30 June 31 December
2002 2001
BEAER BEEEBR
REFK At period end HK$'m HK$'m
BEES Shareholders’ funds 53,654 52,170
BETRERES Issued and fully paid share capital 52,864 52,864
BERR Total assets 737,778 766,140

2
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BOC HONG KONG (HOLDINGS) LIMITED
GEMBRE (H) Consolidated Financial Highlights (continued)
REER
BE BE
—28-F ZRE-£ ZERE-F
: AB=+H ~AA=Z+A +ZAz=Z+-—~H
) LAREBE @A H+=@A
Unaudited
; Six months ended Year ended
30 June 30 June 31 December
2002 2001 2001
BB E Financial Ratios % % %
FHBEEDHE (FXR)2 Return on average total assets
(annualised) ? 0.93 1.06 0.36
THURFEASRRE(FE)? Return on average shareholders'
funds (annualised)? 12.92 — 7.31
PR ET AL % Cost to income ratio 32,57 28.71 30.76
TBHE R = Non-performing loan ratio* 8.97 — 10.99
BR®s Loans to deposits ratio® 51.95 53.73 53.27
FORBES L =" Average liquidity ratio® 41.26 — 39.88
AR E Capital adequacy ratio’ 14.68 — 14.38
! BABESRERHESR Earnings per share, as adjusted is calculated after adjusting for the effect of the share
B TR EISHR 2 consolidation as further described in Note 7 and Note 15 respectively.
RIZEHOTE - .
2 Return on average total assets for the six months ended 30 June 2002 and 2001 (the
2 BHE_FTZT_FgK_-FTF “periods”) are calculated by dividing the profit after taxation with the average of the
—FXAB=+RHIEREA opening and closing balance of total assets for the periods. Return on average total
AR 2 P8R E assets for the year 2001 is calculated by dividing the profit after taxation with the daily
B 8RR ZIRBREERF average balance of total assets for the year.
BUBNEERERNE

EEBET FHBHE - 3 Return on average shareholders’ funds is calculated by dividing the profit attributable

—EE-EIRHREE

EIR 2 IR B A funds for the periods. A hareholders’ funds for th 2001 culated L
N 11 . Pl

L@%uﬁﬁq@aa‘g,ﬁ_@ﬁ@ﬁ% unas 1o € Perioas verage snarenoigers iunds ior e year are caicuate ‘

N taking into account of certain capitalisation events.
Rz FHHGHE - ? P

P O FHRREZEBRLR
IR RS B FIBR AT 1
BREASHE - FHERR
EENHARERERSN
BREsBE\ 2 T8
B (ZZT—FFHkK
RESCERHRMER
RARLER-)

to shareholders with the average shareholders’ funds. Average shareholders’ funds
are calculated as the average of the opening and closing balance of shareholders’
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BOC HONG KONG (HOLDINGS) LIMITED

REVERE (H)

RIBE-FXBZ+X
B PRAKT(EBE
CBRAB(IREEE]) -
RMTPEFETHREES
AT HEREZE
#711,401,000,000 ¥ 7T
(M EREHsEL
2,679,000,000/8 %) 2 &
B(ME21(8) - BB
EERR_BE—F
+ZA=+—B0EEARB
R 2B EHL B
7,269,000,000 7T 1
ERRZEMNEHERNDS
2538,000,000 T - &
HEEN_EFT—EEERE
BT MERZTRAOE
i 59.06% ¢

BRI ELHREHEER

=y

F oo

BE_FE-_FAAZ=T
Bz IR ER
LhEAHREEEEBY
NERzFARPESL
RIBHEFHR - —FF
—ETYRDESILERR
FREEE TR —F+
A—R(&HE&HRIED
FE-—H+-RA=+—H
L=@EANE A ZF1gR
PESHBRZHETH
B-BHEEHHN 246
TzRBEETHEREBA

B -

REBEERTRLES
BERREEREALR
EEBRESHTEERE
FTIMBAT  LER
(BEL2EMMEZES
HEZHE EREEE
MR —_ZBE—-F+A—H
B4 PRREBZALR
R REZBRIEHE
5 o

Consolidated Financial Highlights (continued)

On 26 June 2002, Bank of China (Hong Kong) Limited ("BOCHK") disposed of loans
with a gross book value of HK$11,401 million net of specific provisions of HK$2,679
mitlion to Bank of China Grand Cayman Branch (Note 21(a)). As at 31 December 2001,
the outstanding balance of non-performing loans which were disposed of in 2002
amounted to HK$7,269 million and specific provisions made in respect of such non-
performing loans amounted to HK$2,538 million. Had the disposal taken place as at
31 December 2001, the non-performing loans as a percentage of total advances to
customers would have been 3.06%.

L.oans to deposits ratio is for the periods end.

The average liquidity ratio for the period ended 30 June 2002 is calculated as the simple
average of each calendar month's average liguidity ratio of BOCHK. The average liquidity
ratio for 2001 is calculated as simple average of each calendar month's average liquidity
ratio of BOCHK for the 3 months from 1 October 2001 (the date of the Restructuring and
Merger) to 31 December 2001. Prior to the Restructuring and Merger, the liquidity ratio
of each of the individual banks before the reorganisation was managed on an individual
basis.

The unadjusted capital adeguacy ratio is computed on the consolidated basis which
comprises the positions of BOCHK and certain subsidiaries specified by the Hong
Kong Monetary Authority for its regulatory purposes and in accordance with the Third
Schedule of the Banking Ordinance. The Restructuring and Merger occurred on 1
October 2001 and hence the Capital Adequacy Ratio for BOCHK was only presented
as from that date.
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BOC HONG KONG (HOLDINGS) LIMITED
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BOC HONG KONG (HOLDINGS) LIMITED

Chairman’s Statement

With the support from investors and the continued efforts of its entire staff, the Company was successfully listed
on The Stock Exchange of Hong Kong Limited on 25 July, 2002. The initial public offering of the Company is the
" largest public offering in Hong Kong so far in 2002. It is also one of the largest public offerings worldwide in
2002. This is also the first time ever that a state-owned commercial bank made use of overseas capital market.
It goes without saying that the Company's public offering will have a positive impact on the capital market
development in Hong Kong and the capital market reform in the mainland of China.

Thé Company taunches its initial public offering in the face of depressed global stock markets and volatile
capital market. Despite the unfavourable market conditions, the Company’s initial public offering received tremendous
market response which reflect investors’ confidence in the Company's fundamentais and their expectations of
the Company’s future development. | take this opportunity to express my sincere gratitude to all our investors.

The Company’s successful listing is achieved through its dedicated efforts. However, the listing is not the end of
the story. Rather, it marks the beginning of a challenging era and brings the Company’s development into a new
horizon. There are important missions lying ahead on a winding road. Our mission is to improve the Company's
competitive edge through listing. In order to mest the chailenges ahead, the Company will establish a sound
corporate governance practice, efficient management framework, modern operational concept and corporate
culture. Following the listing, the Company’s Management and entire staff are now actively adapting to the rules
and operating environment applicable to a listed company both in concept and in practice. Under enhanced
operational transparency and market scrutiny, we will strive to further develop our business, create shareholder
value, keep up with our pace of development and realise our promises to our investors. At the same time, as a
good corporate citizen, we will continue to dedicate our commitments and contributions to the society.

| believe that as the giobal economy gains momentum coupled with our continuing business development,
improvement in asset quality and establishment of sound corporate governance practice, the Company will be
able to establish itself as an international first class bank.

]
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LiU Mingkang
Chairman
Hong Kong, 27 August 2002
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report

Financial Overview

Financial Performance

Our consolidated financial results must be viewed in light of the Restructuring and Merger as described in our
Prospectus dated 15 July 2002. The results of BOCHK, our principal operating subsidiary, for the first half of
2001 were the combined results of the merging entities before the reorganisation. As these entities were previously
operating autonomously with different risk and financial control systems, these results may not be representative
of the consolidated results of the Group. After the merger, we have adopted common provisioning standard and
alignment of classification to all accounts of the merging entities. When drawing comparisons of the financial
results of the Group for the first half of 2002 with those of the corresponding period last year, we would like to
draw your attention to the above-mentioned differences.

In the first six months of 2002, we strove to develop our business as planned against the backdrop of a difficuit
and challenging operating environment, and achieved a consolidated profit attributable to shareholders of HK$3,418
million. This results represented 54.4% of our profit forecast for the year 2002,

In the first half of 2002, the Group launched a range of new products and services and improved profitability
through optimising our asset-liability mix and adjusting our pricing. We reduced our non-performing loan ratio
through a combination of disposal of loans (including non-performing loans) to Bank of China Grand Cayman
Branch, write-off of bad and doubtful debts, aggressive collection efforts, and the implementation of a comprehensive
credit risk management system, etc. In addition, we continued to place emphasis on the rationalisation of our
branch network and improvement in efficiency, which have significantly reduced our staff costs.

Our Group's net profit attributable to shareholders in the first half of 2002 represented a decrease of 18.5% as
compared with the first half of 2001. Operating profit before provisions decreased by 15.7% to HK$6,002 million
in the first half of 2002. ‘

After taking the effect of the share consolidation into account, earnings per share as adjusted for the six months
ended 30 June 2002 was HK$0.323. Return on average total assets and return on average shareholders’ funds
on an annualised basis were 0.93% and 12.92%, respectively.

Net interest income

Net interest income was HK$6,891 million for the first half of 2002, a decrease of HK$843 million or 10.9% from
the corresponding period in 2001. Net interest spread rose by 25 basis points to 1.85%, while net interest
margin rose marginally by 1 basis point to 1.98%. Increased holdings of higher yielding securities helped improve
net interest margin by 14 basis points. This was offset by a 23 basis points reduction in contribution from cost
free fund as a result of the drastic fall in market interest rates, coupled with an 11 basis points reduction in
contribution from mortgages as a result of reduction in mortgage yield.
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report (continueq)

Financial Overview (continued)

Other operating income

Other operating income totalled HK$2,010 million in the first half of 2002, a fall of HK$246 million or 10.9% from
the first half of 2001. Fees and commission income declined by 7.6% to HK$1,705 million. In the first half of
2002, we explored business opportunities and accomplished significant growth in return from sale of funds, etc.
However, the increased contribution from our investment product services was offset by a drop in fees and
commission income generated from bills, stock brokerage and loan origination due to poor market conditions
and more intense competitions. Fees and commission expenses fell by 7.5% to-HK$357 million. As a result, net
fees and commission income declined by 7.7% as compared with the same period in 2001.

Operating expenses

Operating expenses in the first haif of 2002 amounted to HK$2,899 million, representing an increase of HK$31
million or 1.1% as compared with the same period in 2001. The increase in operating expenses was primarily
due to the increase in depreciation expenses arising from the revaluation of our premises.

The depreciation expenses rose by HK$146 million or 68.5% to HK$359 million in the first half of 2002. If we
excluded the depreciation expenses related to our own fixed assets, the operating expenses would have recorded
a decrease of HK$115 million or 4.3% as compared with the corresponding period in 2001. This decline was
largely due to cost synergies from the merger and ongoing restructuring.

Other operating expenses also increased by HK$45 miltion or 12% to HK$419 million, mainly attributable to the
rise in advertising expenses.

The increase in depreciation and other operating expenses was partially offset by the decline in staff costs and
premises and equipment expenses (excluding depreciation). Staff costs (including directors’ emoluments) declined
by HK$144 million or 7.6% to HK$1,761 million, due to a reduction in number of staff as part of our rationalisation
initiatives. The number of staff was 13,191 as at 30 June 2002, representing a decrease of 8.3% as compared
with the end of first half of 2001. Premises and equipment expenses (excluding depreciation) fell by HK$16
million or 4.3% 1o HK$360 million.

As a result of a decrease in operating income and a modest increase in operating expenses, the cost to income
ratio rose from 28.7% for the first half of 2001 to 32.6% for the same period of 2002.
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report (continued)

Financial Overview (continued)
Asset Quality

Net charge for bad and doubtful debts

In the first half of 2002, the net charge for bad and doubtful debts (net of recoveries of advances and releases
of specific provisions) decreased by HK$82 million or 4.4% to HK$1,766 million, as compared with that over the
same period in 2001. Total recoveries of advances previously written off were HK$350 million for the first half of
2002, 52.8% more than those in the same period in 2001. This improvement stemmed from our focus-on loan
recoveries and setting up of our Special Assets Management Department.

Non-performing loans

As at 30 June 2002, non-performing loans decreased by HK$7,014 million or 19.8% to HK$28,498 million, as
compared with 31 December 2001. The decline was a result of the disposal of loans with total gross book value
of HK$11,401 million (of which HK$7,029 million are non-performing foans) to Bank of China Grand Cayman
Branch in June 2002. The write-off of the bad and doubtful debts amounting to HK$1,013 million also helped
lower our non-pérforming loans. As a result, the percentage of non-performing loans to total gross advances to
customers reduced from 10.99% as at 31 December 2001 to 8.97% as at 30 June 2002.

Our Group has employed a prudent and conservative policy in making provision for bad and doubtful debts,
complying with the guidelines set by the Hong Kong Monetary Authority.

Specific provisions coverage ratio for non-performing loans and loan loss provision ratio improved from 29.8%
and 48.2% as at 31 December 2001 to 31.6% and 54.5% respectively as at 30 June 2002. The ratio of total
provisions for bad and doubtful debts to gross advances to customers fell to 4.9%, as compared with 5.3% at
the end of last year.

Financial Position

Assets

As at 30 June 2002, total assets decreased by HK$28,362 million or 3.7% as compared with 31 December 2001.
After the merger, operating as a locally incorporated independent entity, BOCHK has its own liquidity management
policies and mechanism. Consequently, it withdrew the inter-bank placement of HK$54,635 million with Bank of
China, resulting in a drop in total assets. During the first half of 2002, the Hong Kong market continued to experience
sluggish toan demand. Our gross advances to customers decreased by HK$5,404 million or 1.7% as compared
with 31 December 2001. This fall was primarily due to our loan disposal in June 2002. However, excluding the loan
disposal in June 2002, the Group’s advances to customers would have recorded a rise of 1.9%.
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report (continued)

Financial Overview (continued)

In terms of gecgraphical dispersion of our loan portfolio, Hong Kong related loans accounted for the majority,
down by HK$5,061 million or 1.6%. Loans in connection with Mainland China fell by HK$1,405 million or 18.1%
and loans to other geographical areas grew by HK$1,062 million or 24.5%. We will continue to develop our
Mainland China business solidly.

The Group has further optimised the asset structure by revising its investment strategies to enhance yield on
assets. The Group increased its exposure to debt securities relative to inter-bank placements. Certificates of
deposit held, held-to-maturity securities, investment securities and other investments in securities as ai 30 June
2002 amounted to HK$168,836 million, representing 22.9% of total assets, and the total balance increased by
HK$42,161 million from HK$126,675 million as at 31 December 2001, an increase of 33.3%.

Liabilities

As at 30 June 2002, total liabilities decreased by HK$29,864 million or 4.2% as compared with 31 December
2001. This decline was attributable to the withdrawal of inter-bank funds of approximately HK$41,000 million by
Bank of China.

Despite the fall in customer deposits in Hong Kong during the first half of 2002, the Group was able to maintain
a stable customer deposit base. Deposit batance increased by HK$5,042 million or 0.8% from 31 December
2001. In an effort to manage the cost of funding, the Grbup sought to optimise the deposit structure and revised
the deposit pricing strategy to be in line with our peers during the first half of 2002. The tightening of the interest
rate gap between fixed deposits and savings deposits persisted in the first half of 2002, resulting in fixed
deposits funds shifting to more liquid savings deposits. This lowered our overall cost of funding.

Lackluster loan demand in Hong Kong together with the loan disposal resulted in a decrease of the loans to
deposits ratio from 53.3% as at 31 December 2001 to 52% as at 30 June 2002.

As at 30 June 2002, the Group had no significant mismatches between assets and liabilities in all foreign currencies
and hence the exposure to currency risks was limited.

Liquidity and capital strength

The Group maintained ample liquidity with the average liquidity ratio of 41.3% for the first half of 2002, as
compared with 39.9% for the 3 months from 1 October 2001 (the date of the Restructuring and Merger) to 31
December 2001. We remained well capitalised with a capital adeguacy ratio of 14.7% as at 30 June 2002, as
compared with 14.4% as at 31 December 2001.
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report (continued)

Operations Review

In the first half of 2002, we continued to leverage our strengths and capitalise on the opportunities arising from
the Restructuring and Merger. We successfully introduced a broad range of new products and services, further
rationalised our branch network, and made good progress in our business.

Retail Banking

To improve distribution efficiency, we continued to reengineer our distribution channels. In the first half of 2002,

we combined 8 branches with their neighboring branches, established a new branch, and reduced the number

of branches to 358. We began our “Model branches” pilot program for different types of branches, including Full

Service Branches, Investment Centers, Personal Financial Service Centers, Self Service Branches and VIP Branches.

We are now working on site selection and layout design. We will complete the pilot program and commence
operation by the end of this year or early next year.

We have continued to provide diversified mortgage products and services. In the first half of 2002, our residential
mortgages in Hong Kong, excluding those under the Home Ownership Scheme, rose by 3.9%. We have also
launched a number of new or improved personal loan products, such as “Urban Renewal Authority Home Bridging
Loan”, “Standby Overdraft” and “Decoration Loan”, which will further facilitate cash management of our customers.
We have also offered credit facilities secured by investment funds to our investment customers to allow greater
flexibility in managing their investments.

To better serve our customers, we have introduced a broader range of wealth management products and services,
including “Guaranteed Fund”, “Retail Bonds”, “Equity Linked Deposit” (a product combining the features of
term deposit and stock option), “Monthly Stocks Savings Plan®, etc. In addition, we have begun to introduce the
Customer Relationship Management ("CRM") System. We are currently expanding our financial consulting team
to meet future needs.

During the first half of 2002, sale of retail bonds amounted to HK$2,487 million. In addition, the sale of 8 guaranteed
funds amounted to HK$3,081 million. Among those, “BOCHK BOCI-Prudential AUD Australia Growth Guaranteed
Fund” was the first non-US dollar denominated guaranteed fund in Hong Kong and was warmly received by the
market. Another product — the "Currency Option Deposit® doubled in transaction volume when compared with
that in the first half of last year.
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BOC HONG KONG (HOLDINGS) LIMITED

Chief Executive’s Report (continued)

Operations Review (continued)

The credit card business continues to be one of our core businesses. For the first half of 2002, the number of
cards, credit card receivables and cardholder spending experienced double-digit growth as compared with the
same period last year. We successfully launched the "Y-not” credit card to target our female customers, which
increased our customer base by about 25,000 cards. The Great Wall International Card is another focus product
of our credit card business. We achieved over 110% growth in the number of Great Wall International Card
issued as compared with that in the same period of last year. We were the first in the market to provide RMB
credit cards to our customers. Our merchant acquiring business remains healthy with a 2% growth in Hong
Kong and 17% rapid growth in China. We continue to maintain our leading position in Mainland China.

In light of the persistent sluggish economic environment, and rising personal bankruptcies in Hong Kong, our
annualised credit card charge-off ratio increased to 7.45% in the first half of 2002. To safeguard our asset
quality, we have reviewed and tightened our credit policies.

Corporate Banking

We have a strong position in the local corporate and commercial lending markets. In addition to continuously
building close bilateral banking relationships with our corporate customers, we are actively leveraging our
restructuring and merger and our extensive corporate customer network to develop our syndicated loan business
" more effectively. By shifting our focus to an arranger role rather than a participant role in syndicated loan transactions,
we intend to increase our non-interest income and enhance our position in the syndicated loan market.

For our small and medium-sized enterprise ("SME”) customers, we have introduced unsecured financing schemes.
We have also joined and launched the SME installations and Equipment Loan Guarantee Scheme introduced by
the HKSAR Government to help enhance productivity and competitiveness of our SME customers.

We have established a very cooperative relationship with our parent, Bank of China, in a variety of areas, including
corporate lending, financial institution services, settlement, treasury, trade finance and custodian services, etc.
Some of these areas have already shown good progress.

Financial Institution Services

In addition to the unilateral clearing for HK dollar cheque for Shenzhen, we have been mandated as the HK
dollar cheque bilateral clearing agency for both Guangzhou and Shenzhen in Mainland China after the signing
of business and service agreements with the local authorities.

We have actively taken part in developing the Shenzhen-Hong Kong Real Time Gross Settlement ("RTGS”)
System in order to provide real time, safe and low cost electronic means of fund transfer between Shenzhen and
Hong Kong.
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Operations Review (continued)
Treasury

We have developed a customer-driven treasury platform and set up dedicated treasury teams to provide marketing
and sales support and expertise to our key customers for sophisticated treasury products. Benefiting from our
large customer base, extensive distribution channels and synergies created by the restructuring, we have successfully
enhanced the cross selling of our treasury products and services. By the end of June 2002, the number of our
treasury customers doubled when compared with the end of last year. By expanding Mainland China related
products and services, our deposits from small to medium sized Mainland China financial institutions increased
6% in the first half of 2002.

China Related Business and Mainland Branches

The Group has a total of fourteen Mainland branches. Twelve of these branches are eligible for conducting full
foreign currency services to all kinds of customers including local individuals and locally funded enterprises in
China. Three of our Mainland branches are eligible to conduct RMB business on a limited scope. Another five
branches have applied for the license to provide RMB business to foreign individuals and foreign funded enterprises.

As a result of the China's entry into the World Trade Organisation, we are cooperating closely with Mainland
China to fully exploit the potential of future business opportunities. We have recently joined hands with Bank of -
China Shenzhen Branch to provide Automated Fund Transfer (“AFT"), a service for Hong Kong residents who
have purchased properties in Mainland China. A variety of mortgage repayment plans with currency options
were introduced to increase payment flexibility for our customers.

Back-office Operations

We have further standardised our back-office operations. Through improving our workflow and upgrading our
system functions, we have enhanced our operational efficiency, manpower and thus achieved cost savings.
Also by centralising the loans documentary management, we have saved storage space and hence reduced
our operating costs. During the first half of the year, we completed the feasibility study and finalised the blueprint
of the Global Payment System Project and information Processing Centralisation Project. For the Credit Workflow
System Project, the first phase of system development has kicked off and it will be scheduled to launch in the
fourth quarter this year. We expect most of our loan processes will be automated upon completion.
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Operations Review (continued)

Information Technology

We have begun to transform our information technology organisation and significantly upgrade our current
information infrastructure to allow us to better support our current business operations as well as our business
strategies. During the first half of 2002, a number of key projects made solid progress.

Human Resources

In alignment with the initial public offering, we have designed the Stock Option Scheme and Sharesave Plan in
the first half of this year, and are actively seeking to reform the existing compensation and incentive mechanism.
At the same time, we have initiated work on enhancing our employee profile within our organisational structure.
To improve the quality of employees, we have expanded the training efforts for senior to middie management
and froni-line staff. Coupled with this is our recruitment activity, which targets experienced professionals in the
market to cater for business development needs.

In the first half of 2002, the number of employees of the Group reduced by 237 to 13,191,
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Prospects

The outlock for Hong Kong's economy enters into a phase of uncertainty following the tumble of the world equity
markets in July 2002. The interest rate hike in the U.S. and Hong Kong anticipated earlier this year might not
come about. Instead, speculation is building up for a lowering of interest rates, which would put further pressure
on the interest rate margin and return from cost free funds. Against this background, the banking environment in
the second half of 2002 will remain difficult.

Despite the difficult operating environment, we will continue to build on our core strengths and exploit new
opportunities arising from our restructuring and the initial public offering so as to enhance shareholders’ value.

Working with Bank of China, Bank of China Group affiliates and leading third parties, we plan to develop and
distribute a broader portfolio of products and services to increase our penetration rate and cross-selling ratio.
We will focus on higher ROE and innovative business, particularly in the areas of wealth management.

We will continue to improve our asset quality by adopting more effective credit control and risk management
systems.

We will continue to capture significant efficiency and synergy gains by upgrading information technology systems
and streamlining our branch network and back offices.

We will continue to improve our overall balance sheet management so as to optimise our asset liability mix,
capital sourcing and yield.

By leveraging our customer base in Hong Kong and our existing 14 Mainland branches, we will fully exploit the
business opportunities resulting from the further opening of the financial and banking markets in Mainland
China. With extensive branch network in Mainland China, Bank of China's franchise will give BOCHK a unique
international gateway into China.

We are committed to providing efficient and quality financial services to our customers. With the continued
support of our shareholders, custcmers and staff, we are confident that we can achieve better results in the
years to come.

™%

LIU Jinbao
Vice Chairman and Chief Executive
Hong Kong, 27 August 2002
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Consolidated Profit and Loss Account (Unaudited)

Interest income
Interest expense

Net interest income
Other operating income

Operating income
Operating expenses

Operating profit before provisions
Charge for bad and doubtfu! debts

Operating profit after provisions

Net gain from disposal of fixed assets

Net (loss)/gain from disposal of
held-to-maturity securities and
investment securities

(Provision)/write-back of provision for
impairment in held-to-maturity
securities and investment securities

Provision for impairment in investment
in associates

Share of net profits of associates

Charge for restructuring provision

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

Dividends

Earnings per share
Earnings per share, as adjusted

BE BE
g3 g -3 —EE-F
~B=+RH ~B=+H

tREAR R EA

Six months ended

HiFE 30 June 30 June
Note 2002 2001
BEEER BEBEL

HK$'m HK$'m

10,958 23,261
(4,067) (15,527)

6,891 7,734

2 2,010 2,256
8,901 9,990
3 (2,899) (2,868)

6,002 7,122

(1,766) (1,848)

4,236 5,274

8 10

(2) 7

(7 6

(30) —

6 77

— (295)

4 4211 5,079
5 (730) (808)

3,481 4,271

(83) (76)

3,418 4,195

6 1,935 —
BET BEETT

HK$ HK$

7 0.065 0.079
7 0.323 0.397
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AEEH
bt 3. - S :3 ZEE—F
~B=+8 +zZHA=+-A
Unaudited
As at As at
Hisk 30 June 31 December
Note 2002 2001
BERER AEEET
HK$'m HK$'m
ASSETS
Cash and short-term funds 8 109,408 196,255
Placements with banks and other
financial institutions maturing
between one and twelve months 100,318 80,773
Trade bills 584 382
Certificates of deposit held 9 17,471 19,474
Hong Kong SAR Government
certificates of indebtedness 28,290 25,510
Held-to-maturity securities 10 102,555 50,988
Investment securities 11 50 44
Other investments in securities 12 48,760 56,169
Advances and other accounts 13 303,983 308,108
Investments in associates 366 416
Fixed assets 20,636 21,049
Other assets 4,757 6,972
Total assets 737,778 766,140
LIABILITIES
Hong Kong SAR currency notes
in circulation 28,290 25,510
Deposits and balances of banks and
other financial institutions 16,115 55,295
Current, fixed, savings and
other deposits of customers 611,470 606,428
Certificates of deposit issued 5,000 5,000
Other accounts and provisions 14 22,165 20,671
Total liabilities 683,040 712,904
CAPITAL RESOURCES
Minority interests 1,084 1,066
Share capital 15 52,864 52,864
Reserves 16 790 (694)
Shareholders’ funds 53,654 52,170
Total capital resources 54,738 53,236
Total liabilities and capital resources 737,778 766,140
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45 B € L 8 X Consolidated Cash Flow Statement (Unaudnted)

(REFEXR)

LEXK
EEEBZRERUTFE
HEER TP ERT

HeRENTT
EREEMER
ERBSHNFIER

BEXRZRGRUFER

REXK
BABETEE
HEBREE
HEREES
HEBERT
BREELTRS

REXBZATREFE
REFZAERHFE
RE

A DITEREF
*fEBRZEE

X HBLE B
BERZRE

REZRERLFE

ReNREIAARZAD
—A-BZRAENREFRBEAR

RBZ+EZRENREEFER

Operating Activities
Cash generated by operations
Disposal of loans to Bank of
China Grand Cayman Branch
Hong Kong profit tax paid
Overseas profit tax paid

Net cash outflow from operating activities

Investing activities
Purchase of fixed assets
Disposal of fixed assets
Disposal of investment securities
Disposal of associates
Dividend received from associates

Net cash outflow from investing activities
Net cash outflow before financing

Financing
Remittance of profit by merging branches
Dividend paid on ordinary shares
Dividend paid to minority shareholders
in subsidiaries

Net cash outflow from financing

Decrease in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 30 June

BE BHE
—gg_f —EF-F
AB=ZTRLE ~XA=+A8L
~EA ~fEA
Six months ended

30 June 30 June
2002 2001
BEEETR BEBET
HK$'m HK$'m
(27,547) (63,108)
8,722 —
(202) (84)
(1 (14)
(19,038) {63,206)
(26) (70)

9 16

— 28

—_ 3

2 —

(15) (23)
(19,053) (63,229)

— (3,034)

— (193)

— (62)

— (3,289)
(19,053) (66,518)
120,664 184,680
101,611 118,162
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Consolidated Cash Flow Statement (Unaudited) (continueq)

Analysis of the balances of cash

and cash equivalents

Cash and balances with banks and
other financial institutions

Money at call and short notice with
original maturity within three months

Treasury bills with original maturity
within three months

Placements with banks and other
financial institutions with
criginal maturity within three months

Certificates of deposit held with original
maturity within three months

Deposits and balances of banks and
other financial institutions with
original maturity within three months

Cash and cash equivalents

—22-F R
~AZ=t+EB ~B=+H
30 June 30 June
2002 2001
BEEERT BETET
HK$'m HK$'m
5,217 48,072
72,193 101,883
4,904 6,742
34,302 22,684
—_ 3,733
(15,005) (64,952)
101,611 118,162
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ZEREH Consolidated Statement of Changes in Equity
28 & H KX (Unaudited)
(RRBEK)

RENZ

REE  EHER

B Investment

e UM% Premises  properties RERE g5EH

Share Merger  revaluation  revalvation  Translation Retained &
capital reserve reserve reserve reserve earnings Total
RNEET ANEER BWEER RWEER ANAEL BMEAR  ARAEL
HK$'m HK$'m HK$'m HK$'m HKE'm HK$ m HKS'm

RZZE-F-R-A284 Balance at 1 January 2001 52864 (51,073) - - (7 31,561 33345
B FEH Net profit for the period — - - — - 4,195 4,195
ZRRLEERFHRE 2000 finaf dividend paid - - - - - (542) (542)
AfAEREN Remittance of profits by

Merging branches - - - - — {3,034} (3.034)
ARERATARER Capital contribution from

ultimate holding company — - — — - 238 238
RIBT-FRACHAZER Balance at 30 June 2001 52,864 (51,073) - - {7 32,418 34,202
R-BZ-§tA-AZEH Balance at 1 July 2001 52864 (51,073) - - 1 32418 34.202
EffhERE Surplus on revaluation

of properties — - 8,408 3,159 - - 11,567
EizE Currency translation difference - — - - () - {2)
BRzEEE Net loss for the period - - - - - (1427 (1,427
BRERAGALEH Capital contribution from

ultimate holding company - — - - - 7,830 7,830
RRESL Capitalisation of reserves - 51073 {8,267) {3,141) 7 (30,672) -
RoB2-5+-f=t-HzER Balance at 31 December 2001 52,864 - 141 18 (2) (851) 52170
RIBZ-E-R-A2484 Balance at 1January 2002 52864 - 141 18 2) {851} 52,170
EXZE Currency transfation difference - - - - 1 - 1
BRzEEHN Net profit for the period - - - - - 3418 3418
HRIRE Special dividend - - - - - {1,935) (1,935)
R-BE-F AZ+A28% Balance at 30 June 2002 52,864 — 141 18 {1} 632 53,654
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BEHE-

Notes

Basis of preparation and accounting policies

These unaudited consolidated interim financial statements are prepared
in accordance with Hong Kong Statement of Standard Accounting Practice
(SSAP) 25, "Interim Financial Reporting”, issued by the Hong Kong Society
of Accountants ("HKSA"). These interim financial statements should be
read in conjunction with the Group’s Financial Information as set out in
Appendix | of the Company’s prospectus dated 15 July 2002 for the years
ended 31 December 1999, 2000, 2001 (“Financial Information™).

The Company was incorporated in Hong Kong on 12 September 2001. lts
shares have been listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the "Stock Exchange”) since 25 July 2002.

Pursuant to the group reorganisation on 1 October 2001, accomplished
by the Bank of China (Hong Kong) Limited (Merger) Ordinance and the
Merger Agreements, the Company acquired the entire equity interests in
Bank of China (Hong Kong) Limited ("BOCHK") on 30 September 2001
and subsequently became the holding company of the Group. Details of
the Restructuring and Merger are set out in the Company’s prospectus
dated 15 July 2002. The Restructuring and Merger represents a business
combination resulting from transactions among enterprises under the
common control of the Bank of China. Under the principles of merger
accounting prescribed in the SSAP 27, "Accounting for Group
Reconstructions”, the interim financial statements of the Group are prepared
as if the group structure and capital structure as at 1 October 2001 had
been in existence from the beginning of the periods presented.
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Notes (continued)

1. GRREEREIHBE(HE) 1.

Basis of preparation and accounting policies (continued)

W HRBEREMRAE
ABRERFELSRAE-AQ
ANEZZZ-FFER

The accounting policies and methods of computation used in the preparation
of these interim financial statements are consistent with those used in the
preparation of the Group’s Financial Information for the years ended 31

SE7 [BHEERINERES December 1999, 2000 and 2001. The Group has adopted the new and
Ef—R - XEBEEA revised SSAPs issued by the HKSA which have become effective for
THEBEHMAEHE accounting periods commencing on or after 1 January 2002.

o 2 B\ RSB R E A
R_ZFF-_F—-F—H#

BHFEMNGHEBE
Al
2. H@SEQA 2. Other operating income
BE-22-F RZ-_FE-F
RA=THLE NAZTEL
~fEA ~MEA
Six months ended
30 June 30 June
2002 2001
BERER BEBER
HK$'m HK$'m
REENESBA Fees and commission income 1,705 1,846
R REBNBEXE Less: Fees and commission expense (357) (386)
BREENMASRRA Net fees and commission income 1,348 1,460
FEEERBMA Dividend income from
investments in securities
—-LTES - listed investments —_ 1
—JELWHEH - unlisted investments 11 12
HaBHREZERHN Net gain from other
investments in securities 70 10
SNEES) 2 FRF Net gain from foreign exchange activities 402 568
HtZ2EH2ERH Net gain from other dealing activities 4 10
REDEZEBASKA Gross rental income from
investment properties 93 93
Hith Others 82 102
2,010 2,256
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3. RBELH

BREFeXH
(BIEESHMD)
FERRAEXL
(TREFRE)
-BEBRE
—Hig
HEER
-BEETEE
Hip@EX
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Notes (continued)

3. Operating expenses

Staff costs (including
directors’ emoluments)
Premises and equipment expenses
excluding depreciation
- rental of premises
- others
Depreciation
- owned fixed assets
Other operating expenses

BE-ZB_F HE-TT—F
~Ez=+BLE RA=Z+HLE

A~EA ~EA
Six months ended
30 June 30 June
2002 2001
AREET  EBEET
HK$'m HK$'m
1,761 1,905
137 173
223 203
359 213
419 374
2,899 2,868
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4. HEERER 4, Segmental reporting

(a) REBDE (a) By class of business
BZ-88-EXB=1ALRER
Six months ended 30 June 2002
. BERG
Commercial HELE FARER Mt AlER af
Banking Treasury Unallocated Subtotal  Efiminations  Consofidated
EMEER  EMEER AMEHER #¥BEL  ANBER A%EER
HK§'m HK$'m HK§'m HKS'm HK§'m HKS'm
1O Total aperating income 6,353 1,487 747 9,187 (288) 8,301
BRENEEEY Operating profit
before provisions 4,693 1,399 (%0) 6,002 - 6,002
BEAGREAN Operating profit
after provisions 2927 1,339 (90) 4236 - 423
HaEH Profit before taxation 2,927 1390 (106) 4,214 - 4211
RE-FR-E/AZTHLERBA
Six months ended 30 June 2001
45
Commercial HEEH FARER i AREH af
Banking Treasury Unallocated Subtotal Eliminations  Consolidated
ABAET  R¥EER  #%8En  BBEER  AReER A¥EET
HK$'m HKE'm HK§'m HKS'm HKE'm HK$'m
EEBHRA Total operating income 7,436 1,868 924 10,228 (238) 9,990
BENERZEN Operating profit before
provisions 5,163 1,757 202 7122 - 7122
Bk BEAH QOperating profit after
provisions 3315 1,757 202 5274 -~ 5074
BaaH Profil before taxation 3,315 1,761 3 5,079 - 5,079
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Notes (continued)

4. SEERER (H) 4. Segmental reporting (continued) SRR

(a) BREXRDE (H)

(a) By class of business (continued)
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BERTEHOREE
REF - RHERBER
FERRERE
K BHFELRBR
RERERE  Bx
B -RAZBERE
XEXK-

HEEXBEEESD
% HNERBREX
MmHEY - MEEH
HHERAEEZR
BEY - WEEBH
PFIBFMAEMERE
FIREES  TEH
RARBITERER
hEEMNES - ZF
BREERSRE
EWMBE/BEKRK
HEEHHIITHE
EFRAEEZNE
BE M KRB MK
FERFH—@EAZ
RTRAEHREERRE
{8 %5 - AEEH
EXKzBEBTEY
EXBIHMEE - K
MEMEINCBREmE
HERBMRIE,/
BAR ZHTRE

Commercial banking business includes acceptance of deposits,
mortgage lending, credit card advances, remittance, provision of
securities brokerage and insurance agency services, commercial
lending, trade finance and overdraft facilities.

Treasury activities include money market, foreign exchange dealing
and capital market activities. Treasury manages the funding position
of the Group. Treasury provides funding to all other business segments
and receives funds from commercial banking's deposit taking activities.
These inter-segment funding transactions are priced either at market
bid/offer rates as appropriate or at an internal funding rate as
determined by the average funding requirements of other business
segments and the average one-month inter-bank rates of the relevant
financial period. In addition, the gains and losses on the foreign
exchange activities of the Group are included under Treasury. The
profit and loss information presented in this note has been prepared
using intersegment charging/income transactions.
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Notes (continued)

4. DEERER(H) 4.

Segmental reporting (continued)

(a) REBIE (&)

(a) By class of business (continued)

(b)

FHOMEEFEBRE Unallocated items mainly comprise income and expenses relating to
REBZEEEE - fixed assets of the Group, investment securities, interests in associates
REFS  BELQA and other items which cannot be reasonably allocated to a specific
EaREMEZER business segment. The interest benefit of the capital of the Group is

AKX -—BEEBR
FzEBZRX - &
SEZELTFBWMA

also included as unallocated within net interest income. Rental expenses
are allocated to business segments based on a fixed rate per square
footage occupied.

Tt bk 5 BB 51
AFBWAEHER o Operating expenses of a functional unit are allocated to the relevant
Hew iR business segment which is the predominant user of the services
BT HERY provided by the unit. Operating expenses of other shared services
FHERS which cannot be allocated to a specific business segment are included
under Unallocated.
KBee et ¥ &R
REBARTEAZE
FIRHRB AR E
BEP - BMEBAKX
—HEEBBPICH
HEARB 2 EERHR

XA RDEREE
7 e

RGBERSE

AREAREZHRAR
FHBBONEEE
BEE - BlitimnE
BES KRB HEL

IR

(b) By geographical area

No geographical reporting is provided as over 90% of the Group’s
revenues and profits are derived from Hong Kong.
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Notes (continueq)

5. Taxation

The amount of taxation charged to the consolidated profit and loss account

represents:

Bank and subsidiaries

Hong Kong profits tax
Overseas taxation
Over provisions in prior years

Associates
Hong Kong profits tax

Attributable share of estimated

Hong Kong profits tax losses

arising from investments in partnerships
Investments in partnerships written off

BE-2B_F% BE_ZTT-F

AA=tHL ~A=Z+ALE
<A ~EA
Six months ended
30 June 30 June

2002 2001
A¥BER AEEEET
HKS'm HKE'm
738 819
5 10
(6) {27)
737 802
(6) 11
(7) (34)
6 29
(1) (5)
730 808
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ES T HEEHERENE
i BMAEHERALL
KRB - RZBE—-F+
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EXAZTHH  AEER
ZECRLENRE (B
REEEERIACEE]
&) % Bl 49 8876,000,000
& T R 359,000,000
T ARBEREREEED
ENRE  BEREMEN
BEsks €628
N -

FEEREIRREEL
EEBENERELEHREBER
{ﬁo

Notes (continued)

Taxation (continued)

Hong Kong profits tax has been provided at the rate of 16% (2001:16%)
on the estimated assessable profit for the periods ended 30 June 2002
and 2001. Taxation on overseas profits has been calculated on the estimated
assessable profit for the period ended 30 June 2002 and 2001 at the
rates of taxation prevailing in the countries in which the Group operates.

The Group has entered into a number of aircraft leasing and coupon strip
transactions involving special purpose partnerships in which the Group
is the majority general partner. The Group does not control the partnerships
and consequently they are not consolidated in the Group’s accounts. As
at 31 December 2001 and 30 June 2002, the Group's investment in such
partnerships, which is included in “Other assets” in the balance sheet
amounted to HK$876 million and HK$359 million respectively. The Group's
investments in partnerships are amortised over the life of the partnership
in proportion to the taxation benefits resulting from those investments.

There is no significant deferred taxation liability not provided for.
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LR EFER-FE
—EXNATNBEEER
1,935,000,0005 7T 1 A
BARE - RZFET-
NAZTNE  AQER
RRBAZERE—TTC
FRATNEBHAZER
I8 - BEIREAR0.0366
BIL(REZEBRRHDAMR
FRO183IEB T (KBEZEM
BEf) - BXEIRES
B R BB B8 B B
1,935,000,0003% & - I
HEERESXN -

HEAIRERREE_T
ZEoFRAEZ+BIESH
ZBERFIRL - YRR
B AR B IIR -

BERER

—EE-_FEERA=F
ALEEEZzERABH IR
BRREEWBEMND
3,418,000,000 T (= &
T — F B # #©
4,195,000,000 7T) B 1%
EHEEHBDEITTER
2 R 852,863,901,3308%
(ZEEZE-FRBA
52,863,901,3308% ) &t
- UBRZERORI
RERBAEEHT -

Notes (continued)

Dividends

Prior to the listing, on 18 June 2002, the Board of Directors proposed a
special dividend amounting to HK$1,935 million. On 28 June 2002, the
shareholders of the Company approved a special dividend of HK$0.0366
per ordinary share (without taking into account the share consolidation)
or HK$0.183 per share (taking into account the share consolidation) with
respect to the period to 18 June 2002. The total amount of this special
dividend was HK3$1,935 million, which was paid by cash generated from’
operations. '

This special dividend is reflected as a dividend payable in the financial
statements and is presented as an appropriation of retained earnings for
the period ended 30 June 2002.

Earnings per share

The calculation of basic earnings per share is based on profit attributable
to shareholders for the period ended 30 June 2002 of approximately
HK$3,418,000,000 (HK$4,195,000,000 for the period ended 30 June 2001)
and on the ordinary shares in issue of 52,863,901,330 shares
(52,863,901,330 ordinary shares for the period ended 30 June 2001)
pursuant to the Restructuring and Merger and as if these shares have
been in issue during these two periods.
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MYaE () Notes (continued)
7. SRERN(H) 7. Earnings per share (continued)
BARE2BRAENIIE The calculation of basic earnings per share, as adjusted, is based on

BBREEGEEMND
3,418,000,0008 T (= F
T — F B B B
4,195,000,000 T) R E
BT EBRRHE

profit attributable to shareholders of approximately HK$3,418,000,000
(HK$4,195,000,000 for the period ended 30 June 2001) and on the ordinary
shares in issue of 10,572,780,266 shares (10,572,780,266 ordinary shares
for the period ended 30 June 2001) after adjusting for the effect of the
share consolidation as described in note 15, as if the share consolidation

10,572,780,2663% ( = &
£ - F R H B
10,572,780,266% ) & 5
BRI 15R AT 2 B 1n
AHNFE - IREZR
MEHRAENEREE
BR7EBEDEL -

8. HeNEPESR

had occurred at the beginning of the earliest period presented.

Cash and short-term funds

—28_F ZEE—F
ABA=+R TZA=Z+—H
As at As at
30 June 31 December
2002 2001
BYEEER REEET
HK$'m HK$'m
R RITWHEAM Cash and balances with banks
TRBBE L ES and other financial institutions 5,217 59,898
ENE R AR AT Mcney at call and short notice 87,845 117,446
HEH (BIENE Treasury bills (including
EsFEB) Exchange Fund Bills) 16,346 18,911
109,408 196,255
BEHSTWT An analysis of treasury bills
held is as follows:
FETZIEEZIHA Unlisted, held-to-maturity,
B REBHEBARALR at amortised cost: 12,637 12,932
FEEHzHMESTE - Unlisted, other investments in
BEAFEEBEARK securities, at fair value: 3,668 5,979
tHZBEEDSHRES - Listed, held-to-maturity,
RBEAE RN at amortised cost: 41 —
16,346 18,911
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9. BHEZERS 9. Certificates of deposit held
fond - a3 —ET—F
xB=+H +ZA=+—H~
As at As at
30 June 31 December
2002 2001
BYEHER BEBET
HK$'m HK$'m
BAEZHER  RE&H Held-to-maturity, at amortised cost:
BAANE
—#LEm - Unlisted 7,553 9,130
HtEHEE Other investments in
BAFENE - securities, at fair value:
—JELEH - Unlisted 9,918 10,344
17,471 19,474
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10. FEERWRES 10. Held-to-maturity securities
FEMRS  REH Unlisted, at amortised cost
B AR AR
B REER Less: Provision for impairment in value
LA BB Listed, at amortised cost
RAAR
B REEE Less: Provision for impairment in value
@it Total
ETES - RBHKAX Listed, at amortised
Nk REEEZ AR cost less provision
&8 - in Hong Kong
-4 - outside Hong Kong
ErlREWE Market value of listed securities
BEZIHAESFY Held-to-maturity securities are
BOBRBIFNT analysed by issuer as follows:
—hRF R RBT - Central governments
and central banks
~nEHE - Public sector entities
- RIS RS - Banks and other financial institutions
- REIGE - Corporate entities

= i
AB=+R +ZA=+—H
As at As at

30 June 31 December
2002 2001
BEBER BEBEET
HK$'m HK$'m
62,295 34,592
(45) (42)

62,250 34,550
40,309 16,438

(4) -~

40,305 16,438
102,555 50,988
2,507 2,239
37,798 14,199
40,305 16,438
40,062 15,805
3,546 3,470
54,507 17,722
35,910 24,454
8,592 5,342
102,555 50,988
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LR B
BRERAEAE
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~ BTN REE
- RDETE
—HEib

Notes (continued)

11.

Investment securities

Debt securities
- Unlisted

Equity securities
- Listed, at cost

- in Hong Kong
- outside Hong Kong

- Unlisted, at cost

Total

Market value of listed equity securities

Investment securities are analysed
by issuer as follows:
- Banks and other financial institutions
- Corporate entities
- Others

sk 3 Jong- 3 —EE-F
AB=Z+8 +=ZA=+—H
As at As at

30 June 31 December
2002 2001
A¥EER BETER
HK$'m HK$'m

1 —

4 4

1 1

5 5

44 39

50 44

7 5

1 22

47 18

2 4

50 44
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EBES
—EEBLT
—EB/HET

- kLW

B ES
-EEELD
—-3kE™

&5t

HBEEREL
BITRBANOT
~ P RBFFAD REST

- REBE
- RITMABCEREE
—RAEE

Notes (continued)

12

Other investments in securities

At fair value:

Debt securities
- Listed in Hong Kong
- Listed outside Hong Kong

- Unlisted

Equity securities
- Listed in Hong Kong
- Unlisted

Total

Other investments in securities
are analysed by issuer as follows:
- Central governments
and central banks
- Public sector entities
- Banks and other financial institutions
- Corporate entities

== —EEF
A~AB=+H +=ZA=+-H
As at As at

30 June 31 December
2002 2001
BEBER AETER
HK$'m HK$'m

364 294
11,747 4,812
12,111 5,106
36,557 50,973
48,668 56,079

33 28

59 62

92 90

48,760 56,169
2,819 1,495
5,264 24,557
36,724 28,876
3,953 1,241
48,760 56,169
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Notes (continued)

13. Advances and other accounts

Advances to customers
Accrued interest

Provision for bad and doubtful debts
- General
- Specific

Advances to banks and
other financial institutions

—mE_F BT
XB=+H +-—A=+—8
As at As at

30 June 31 December
2002 2001
BETER BEEET
HK$'m HK$'m
317,634 323,038
1,883 2,180
319,517 325,218
(6,538) (6,538)
(8,999) (10,576)
(15,537) (17,114)
303,980 308,104

3 4

303,983 308,108




8 % (1) B IR 4 5] |
BOC HONG KONG (HOLDINGS) LIMITED
M (48) Notes (continued)
13. ERRAEMIRE (E) 13. Advances and other accounts (continued)
TBUEFSIFMT - Non-performing loans are analysed as follows:
EFAEX
Advances to customers
—E8-F —EBE-F
XB=+8B +=-—A=+—8H
As at As at
30 June 31 December
2002 2001
BEAERT BERET
HK$’'m HK$'m
TBHER Non-performing loans 28,498 35,512
HERTREROBEREL Specific provisions made in
2R ER respect of such advances 8,996 10,322
EEFPERBEZ LI As a percentage of total
advances to customers 8.97% 10.99%
TR B Amount of interest in suspense 422 610
TRHOBFENECREA Non-performing loans are defined as loans and advances to customers
TRERKBEFLEHBZE on which interest is being placed in suspense or on which interest accrual
REER - HNERBE=E has ceased. The specific provisions were made after taking into account
BEEHERZERARKE the value of collateral in respect of such advances.
{E o
There were no advances to banks and other financial institutions on which
RZEZ—-F+-A=+ interest has been placed in suspense or on which interest accrual has
—RARZBEZ-FRA= ceased as at 31 December 2001 and 30 June 2002 nor were there any
+8 HETAMELER specific provisions made.
BENERAEMNECR
AERREKEEFEIEREHT
B hERRTNELS
BEENERRRERE
1% o
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i
13. ERERHEAMIRE (F) 13. Advances and other accounts (continued)
RZBETZFRAZFR On 26 June 2002, BOCHK disposed of loans with a gross book value of
A MPERTHEHS HK$11,401 million net of specific provisions of HK$2,679 million to Bank
SIEEREEED of China Grand Cayman Branch (Note 21(a)). As at 31 December 2001,
11,401,000,0007# 7t (0 the outstanding balance of non-performing loans which were disposed of
BB OB OE B K in 2002 amounted to HK$7,269 million and specific provisions made in ].
2,679,000,000%& 7T) 2 B respect of such non-performing loans amounted to HK$2,538 million. Had )
(KtsE21(a) - HEHE the disposal taken place as at 31 December 2001, the non-performing '
BRR-_ZEE—F+=A loans as a percentage of total advances to customers would have been
=+-HEERBRAZ 9.06%.

B 8 4 /3 7,269,000,000
A MERRZFH5E
& A1 %) % 2,538,000,000
B EHEENZRT
—FRET MEFZA
BHOEREEFERARE
B DL R9.06% °

14, HiRERER 14. Other accounts and provisions

—BE=F —ET—-F
RAA=Z+B +ZRA=+—H

As at As at i

30 June 31 December
2002 2001
BEHER BEEET
HKS'm HK$'m
AREYES) Interest payable 1,197 1,615
REIIE Current taxation 576 59
EERIE Deferred taxation 8 8
BHEEE Restructuring provision 658 666
EATHFRI AR B (B15E6) Special dividend payable (Note 6) 1,935 —
FEEHIBE REMEMR Accruals and other payables 17,791 18,323
22,165 20,671
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15. B& 15. Share capital
g3 S - 3 —EE-F
AB=+HB +=ZA=+—8
As at As at
30 June 31 December
2002 2001
BEAER BERAET
HK$'m HK$'m
ERE Authorised:
100,000,000,0008% B A% 100,000 million ordinary shares
BEIETZERR of HK$1.00 each 100,000 100,000
DEITRAR - Issued and fully paid:
52.,863,901,330i% & k% 52,864 million ordinary shares
EE1ETERR of HK$1.00 each 52,864 52,864
RBRARABMERERZ Pursuant to a written resolution of all the shareholders of the Company
EE-FNAE=1+HBEA passed on 30 September 2001, the directors were given a general mandate
CEERAR EETE to allot and issue shares.
—RUEBREESERTR
%o On 17 June 2002, the directors allotted and issued five ordinary shares of
HK$1.00 each fully paid for cash at par, of which two shares to BOC Hong
RZEZ=FA++H Kong (BV!) Limited and three shares to Hua Chiao Commercial Limited.
EESURRERERS
TERSREA—ETYE Pursuant to written resolutions of all the shareholders of the Company
MELEIT > EEB  H passed on 10 July 2002, the authorised and issued share capital of the
A% 4 FBOC Hong Company, comprising 100,000,000,000 and 52,863,901,330 ordinary shares
Kong (BVI) Limited % =A% of HK$1.00 each, respectively, was consolidated and divided into
e FEEBELEERAD - 20,000,000,000 shares and 10,572,780,266 shares, respectively.

HER-OZEE-_F+A+A
BBZBRERAGZEES
RE RKABEERDSE
TR A 5 8 A
100,000,000,00088 &
52,863,901,3308 G A &
BIAETZERER 295
& $ /5 20,000,000,0008%
= OE B X R
10,572,780,2660% & @
ﬁgo
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R

FEEGREE
BRANEERGHSE
BERE
BERH

Notes (continued)

16. Reserves

Premises revaluation reserve

Investment properties revaluation reserve
Transiation reserve

Retained earnings

—g8g=F —2F-F
AB=+B +=-ZRAR=+-—A8
As at As at

30 June 31 December
2002 2001
BEEER BEBER
HKS$'m HK$'m

141 141

18 18
(1) (2
632 (851)
790 (694)
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RZEEZFR
A=+HR=E
E—F+=R=
T—BRESH
FIEAB 2 RighE
HzETEEM
EENIIHAS
WEBMT :

BE
-HES
-REMEf
HHES
-RiNLfH
SRBRER

-HEZERR
-AfE%
RE-RBES
-WEEHHMRES
-EFER

- BiTHA
LREEER

Bl
-BONERER
BR2ERRES

-RP2GR-EH-
BERERER

-EAZERE

Notes (continued)

17. Maturity profile

The maturity profile of assets and liabilities analysed by the remaining period as at

30 June 2002 and 31 December 2001 to the contractual maturity dates is as follows:

ZEE-F/AZ+A
As at 30 June 2002
=8B ‘
Y] -E4L
-Ef BafMR
=ERg {yearor  Syearsor
AE] HE less but less but RENE
Repayable 3 months over over Ater  BEBASH 8t
on demand or less 3 months 1 year 5 years Undated Total
E¥PEn ENEEn BMEER AMEER  BNEER  B¥EER  ENEER
HK$'m HK$'m HK$'m HKS'm HKS'm HK$'m HKS'm
Assets
- Treasury bills - 16,197 149 - - - 16,346
- Cash and other
short-term funds 5,217 87,845 - - - - 83082
- Placements with banks
and other financial
institutions - 87,556 13,362 - - - 100,918
- Certificates of deposit held - 3,024 5,825 8419 203 - 17411
- Other investments in
securities - debt securities - 18,636 5815 22,164 2,053 - 48,668
- Held-to-maturity securities - 10,106 11,024 78,180 3,204 90 102,604
- Advances 1o customers 29,221 18,162 23217 116,749 101,248 29,037 317,634
- Advances to banks and
other financial institutions - - 2 1 - - 3
34,438 241,526 59,394 225,513 106,708 29127 696,706
Liabilities
- Deposits and balances
of banks and other
financial inslitutions 4,362 11,485 238 - - - 16,115
- Current, fixed, savings
and other deposits
of customers 215,223 368,576 26,984 687 - - 611,470
- Certificates of deposit
issued - 5,000 - - - - 5,000
219,615 385,061 27222 687 - - 632,585
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Notes (continued)

17. BB S () 17. Maturity profile (continued)

Z38-%+-R=1-A
As at 31 December 2001
=i
b —EpE
-%R BRER
=fER% Tyearor  Syearsor
ks BT less but less but RERE
Repayable  3months over over Ater  ERHEH At
on demand or less 3 months 1 year 5 years Undated Total
BEEET ARHER BEAER  BY¥AER  A¥BER  A¥EEn  A%EEX
HKS'm HKS'm HKE'm HKE'm HKS'm HK§'m HK$'m
BE Assats
-BE% - Treasury bills - 1272 6,190 - - - 18914
~REnENERAS - Cash and other
short-term funds 59,898 117,446 - - - - 177,344
Gt - Placements with banks
SHBRAER and other financial
institutions - 53,700 27073 — - - 80,773
-REZRAR - Cestificates of deposit held - 4,768 6,768 7,789 149 - 19474
-Hi8% - Other investments in
RE-BEES securities - debt securities - 27,021 5,885 22,130 1,043 - 56,079
BCLEEEEES - Held-to-maturity securities 2 8,641 12853 24675 4859 - 51030
-EFRR - Advances to customers 29,161 18,787 22,809 111,542 103,796 35,943 323,038
-BfifAR - Advances to banks and
SRBEER ather financial institutions - - — 4 - - 4
89,061 244,084 81578 166,140 109,847 35,943 726,653
A Liabiliies
-BANEMERER - Deposits and balances
LERRES of banks and other
financial institutions 5154 48,477 1,664 — - - 55,295
-RPER % - Current, fixed, savings
HEREBAR and other deposits
of customers 205835 367024 R473 1096 - - 606,428
-B2EHE - Certificates of deposit
issued - - 5,000 - - - 5,000
210,989 415,501 39,137 1,096 — - 666,723
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Notes (continued)

18. BHREFNRE 18. Retirement benefit costs

FRBETETEREK
sHE S EE R 58
MOED BRG] (T878
EEFBMGDI]) R AR
BAKETE - REBEZE
B rEEESABER
KEtBIB AERAREE
AFHEHE% - MEENEF
ARRAERELAFH
5%E15% (RTFEFHNR
BEH) - BEAER =T
FREBERER  EES
H R 1E 2 B 1A 100%8Y
BEHT  ARZ=ZFE=
THEATREHERE
R - RATRMK - KE
BETHRENRERERE
B A B AR 1150 GRED
FFRREERIM T - WER20%
ZEO5%EEMR -

B RESHE®ETER 2
BEIEDBEDEBALE
k2 IRAKE B - RBBRBIME
PREER  RMRSME
BEIRANABIFMASY%
HEITHER - {B541,0008 T
BEARKLER - BEXA
L - BB RBESIT
FTBEHRK -

BERBSHBRIR-T
ZEFE+-_A-BERB K
EEF2RAPREBRBA
B8 ([aResal)
FZat Bl AR RER
ZRRRETERAR K
AEBARTRERERAR
HBEETEARAA]  ILW
MR ARATNERE
At

The Group operates certain defined contribution schemes which are ORSO
schemes exempted under the Mandatory Provident Fund Schemes
Ordinance (“MPF Schemes Ordinance”). Under the schemes, the employees
make monthly contributions to the ORSO schemes equal to 5% of their
basic salaries, while the employer makes monthly contributions equal to
5% to 15% of the employees’ monthly basic salaries, depending on their
years of service. The employees are entitled to receive 100% of the
employer’s contributions upon termination of employment after completing
20 years of service, or at a scale of 20% to 95% after completing 3 to less
than 20 years of service, on conditions of retirement, early retirement,
permanent incapacity and ill-health or termination of employment other
than summary dismissal.

The MPF, to which both we and our employee contribute, is a retirement
scheme required by Hong Kong law. Under the MPF requirements, we
and each employee are presently required to contribute to the fund 5% of
the employee’s salary on a monthly basis, subject to a maximum monthly
contribution of HK$1,000 for each employee. We have made ali required
contribution to date.

With the implementation of the MPF Schemes Ordinance on 1 December
2000, the Group also participates in the BOC-Prudential Easy Choice
Mandatory Provident Fund Scheme ("MPF Scheme”), the trustee of which
is BOCI-Prudential Trustee Limited and the investment manager of which
is BOCI-Prudential Asset Management Limited, which are related parties
of the Company.
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18. BHREBEHRE (H) 18. Retirement benefit costs (continued)
EH E20014F & 2002%F6 The total contributions for those ORSO schemes for the periods ended 30
A8 EeB AR EW June 2001 and 2002 amounted to approximately HK$132 miltion and HK$129
Br #4308 BT R130E 3 million respectively, after a deduction of forfeited contributions of
TURE WA TR 1B B ¥R K approximately HK$4.3 million and HK$1.3 million. For the MPF Scheme,
HEMEREESRA the Group contributed HK$1.93 million and HK$2.05 million for the periods
1.3218 37T & 1.298 % T, ended 30 June 2001 and 2002 respectively.
EHE2001F % 2002%6

H3oE®HEeEAM.BE
BN HRERENS 5

B B193B BT R205EE
j'_E o
19. BEHEF 19. Assets pledged as security
—BE_F —EF-F
A~B=+H +=ZR=+—8
As at As at
30 Jdune 31 December
2002 2001
BYEHEA BEEEL
HK$'m HK$'m
EEFZEE Secured liabilities 3,426 1,813
BEER Assets pledged as security
—BHERR - Securities pledged as coillateral 3,606 1,883
EEREEREREEY Secured liabilities and assets pledged as security relate to short positions
RIEEZEEBREFR in Exchange Fund Bills and Notes (“EFBNs") which are collateralised by
BZERE YHINER long positions in EFBNs.
EErRES REEE
-
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20 EERERMIZAR 20. Off-balance sheet exposures
(a) RABBREE (a) Contingent liabilities and commitments
IRBEREAESRE The following is a summary of the contractual amounts of each
REERRNZENSE significant class of contingent liability and commitment:
BREENT
—BE_F —EF—F
ANA=+RH +-A=+—8
As at As at
30 June 31 December
2002 2001
BREHER BEERT
HK$'m HK$'m
HECEEXNRIER Direct credit substitutes 2,606 1,967
BEZEBNIARE Transaction-related contingencies 2,551 2,273
REZERNRAAE Trade-related contingencies 17,870 16,391
Hith 4% Other commitments with
an original maturity of:
-REBAR—F - under 1 year or which are
AT Bt 48 (R 1 8 unconditionally cancelable 76,318 84,497
~REHEBE—F
REA L - 1 year and over 56,432 43,879
GHREHHERTER Forward forward deposits placed 11,018 11,872
Hith Others — 88
166,795 160,967
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20. BERM@E®RS 20. Off-balance sheet exposures (continued)
Z Bk ()
(b) fTHETH (b) Derivatives
fiETAFE The following is an analysis of the aggregate notional amounts of each
REERMNZ significant type of derivative:
BESHEHEA
BEWOT :
ZEBIEABILR 22-%§+zfz1-8
As at 30 June 2002 As at 31 December 2001
#MEER  AMEER  RYEER EERET  A¥AEn BREER
HK$m HK$'m HKS'm HK$m HKS'm HK§'m
(88 (BREH Chi (%) (BERH (&3
(Trading) {Hedging) {Tota)) (Trading) {Hedging) (Total)
Exaf Exchange rate coniracis
B Spot 3,548 - 2,548 16,766 - 13766
)4 Forward and futures contracts il - m 3,224 - 3204
k] Swaps 159,547 6,284 165,831 124585 4,888 18,213
REZR Foreign exchange
BELY option contracts:
-BAEkEE - Currency options purchased 90 - 903 21% - 219
-EnEREE - Currency options wiilien 28034 - 28,034 19,850 - 19850
21743 6,264 228007 163,620 4,688 173,308
Hedy Interest rate coniracts
HEES Interest rate swaps 2 15,959 16,187 60 10,088 10,148
REHEGR Forward rale agresments 600 - 600 1,280 - 1,280
EARS Forward forward deposils
HEBER borowed 3,03 - 30% 11472 - 1872
3,864 15,959 13,623 13,212 10,088 23,00
74885 Bulion contracts 48 - 245 545 - 545
RRERGH Equity contracts
-EARZHE - Equity options purchased 119 - 119 - - -
-ERRREE - Equiy options wrlten % - 9% - - -
215 - 215 - - _
226,068 243 248311 182377 14,776 197,153
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20. EEBMERIER (F) 20. Off-balance sheet exposures (continued)
(b) FT£T A (H) (b) Derivatives (continued)
FREEBRERNE The replacement costs and credit risk weighted amounts of the above
BAEERARIEE off-balance sheet exposures which do not take into account the effects
REEmERE (R of bilateral netting arrangements are as follows:
HREBFELEER
FHFEI T
GFERRNEES EERX
Credit risk weighted amount Replacement cost
2g98cf 3%-% 288ck I%%-€
RAZtE +tZRz+-A ~EZ1R +-8=1-R
Asat Asat As af Asat
30 June 31 December 30 June 31 December
2002 2001 2002 2001
AYBET BERET BEEER BREER
HKS'm HK§'m RK$'m HK§'m
FRARIAE Contingent liabities
and commitments 3,752 2,480 NA. NA.
(IR Derivatives:
-EE4H - Exchange
rate contracts 637 407 832 457
-HERH - Interest rate
contracts i) 3 159 %
-848B50 -Bulfion contracts 2 5 3 6
-RRERGD - Equify contracts 7 - § -
34 23,938 999 562
ZETRZEHHE The contract or notional amounts cof these instruments indicate the
SHEEBRTREE volume of transactions outstanding as at the balance sheet date;
BEREEEBRR they do not represent the amounts at risk.
KO8 ¥R
RAEEFTERBE
B -
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20 BER@ERNAZEAK (F) 20. Off-balance sheet exposures (continued)

(b) $THIA (F) (b) Derivatives (continued)

EERRIMERER The credit risk weighted amounts are the amounts which have been

R CRITE AR K calculated in accordance with the Third Schedule of the Banking

RERERSRER Ordinance and guidelines issued by the Hong Kong Monetary Authority.

B 283 E - The amounts calculated are dependent upon the status of the

HESHARSHTF counterparty and the maturity characteristics of each type of contract.

BBERAREESORN

HIFR M R o Replacement cost is the cost of replacing all contracts which have a
positive value when marked to market (should the counterparty default

EEREAREMNER on its obligations) and is obtained by marking contracts to market.

PEFEY EEWm Replacement cost is a close approximation of the credit risk for these

EREEMNMESH contracts at the balance sheet dates.

MR BEREHHE

REEHEHHM

B -BEXRERBRR

AEREBERARES

HANEERR -

21, TEZEHEALERB 21. Related party transactions

EREATIESENERE Related parties are those parties which have the ability, directly or indirectly,

HEEERS—A 1T to control the other party or exercise significant influence over the other

EHRREERRAER party in making financial and operating decisions. Parties are also

F—RELEREENZ considered to be related if they are subject to common control or common

AL - BEEFZHRBILSH significant influence.

FEREAZENTE

Bl EAEMEBAL - The Group entered into various transactions with related parties including
the ultimate holding company, the associates of the Group and entities,

ARBERGEEATENT directly or indirectly, controlied or significantly influenced by the ultimate

LRSS BREEARRE holding company.

RAd - XEBZHER

A REESEERER

EERAREHIEAFER
ZEBETHZS -
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BisE () Notes (continued)

21, XEZHEBEALRS () 21. Related party transactions (continued)

(a) AEREALHES (a) Sale of certain assets to related parties

: FEE

R-ZBEZFrPH Sale of loans to Bank of China Grand Cayman Branch in 2002

: RITHEBE ST

ez Pursuant to a sale and purchase agreement entered into on 26 June

2002 between BOCHK and Bank of China ("BOC") acting through its

RhREHERASD Grand Cayman branch, BOCHK disposed of all of its beneficial interest

|IT(TPR)BEB/E in certain loans with a gross book value of HK$11,401 million net of

HERSOMTHETR specific provisions of HK$2,679 million for a consideration of HK$8,722

ZEEZFRAZT million.
NBMENZERE

: B hBEEE The sale and purchase agreement provides that BOCHK sells and

( e EH & B O BOC acquires, on and from the transaction date, without recourse

£ 11,401,000,000 7¢ the beneficial interests of BOCHK in the loans together with certain L

i (MBS EES related security. 5
2,679,000,000%% 7T ) :
ZETERZ22HT

wmhE O REHNA
8,722,000,000%
jTEo

BRERERRE
REPBRA%SH
£ hREBHER
REEA R E AR
R B EEE

: HEAETEMER

: 2 ZEEETABL

: =i
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TEZAREALXS (R)

(a)

(b)

OEREATHES
THEE (H)

AEBEALHER
HEBRE

BETRELEEGHF
AERT(TERD -
F ik B Zhong Gang
(Cayman) Company
LimitedR=—FE_F
RAMBEIT2RBER
& hBEEERER
AEHW_ETFM
HECERRIBEEKR
ARQUREFE—N
NANEBHEZER
RTERRS  BR
HEFTHEME °

EXTEBEAL

FEBEEREKE
BR - mEEHBEL
A FRZBERT
EARBZHENQT
RESHRREHREE
BRE BRTBZR
BERMESIAENE -
HERHZREBE
FMEBERARREE
==

Notes (continued)

21,

Related party transactions (continued)

(a)

Sale of certain assets to related parties (continued)

Service and administration of loans sold to related parties

Pursuant to servicing agreements entered into in June 2002 between
BOCHK, Nanyang Commercial Bank, Limited (“Nanyang”), BOC and
Zhong Gang (Cayman) Company Limited, BOCHK and Nanyang
undertake to service and administer the loans and the related securities
transferred in both 1999 and 2002 at a fee which is agreed between
the parties from time to time.

Loans to related parties

In the ordinary course of business, the Group extends loans and
credit facilities to fellow subsidiaries, associates of BOC and associates
of the Group on normal commercial terms with reference to prevailing
market rates. The revenue from such transactions would include interest
income on the amount drawn as well as arrangement fees.
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i () Notes (continued)

21, B HBEATRB @ 21. Related party transactions (continued)

by ERTFEBMEALT A (b) Loans to related parties (continued)
HEERZKRERE The gross value of loans outstanding is set out below:
BT :
“E8CF ZEE-F
AA=Z+B +-A=+—8H
As at As at
30 June 31 December
2002 2001
BEIET BEEET
HK$'m HK$'m
—HREFEIGR Loans at normal commercial
Z2ER (BB terms (gross value) 1,425 6,531
R_BEE_F BT In 2002, certain loans granted to related parties with a gross book
wOE R E D E value HK$5,693 million net of specific provisions of HK$749 million
5,693,000,000% T were sold to BOC, acting through its Grand Cayman Branch, for a
(HBRENERD consideration of HK$4,944 million (Note 21(a)). The gross and net
749,000,000/ T) 2 book value of these loans included in the balance sheet as at 31
EXETHRGESB December 2001 amounted to HK$5,418 million and HK$4,635 miltion,
HESHE 1T# respectively. The related party loans remaining in the Group's books
1)  REH A after this disposal relate to loans to fellow subsidiaries on normal
4,944,000,000/ © commercial terms with reference to prevailing market rates.

(Ff5E21(a)) - HER
RZZTZE-F+=-A
=t+—-—BREEAE
RAZE@AER
REFESNAOAR
5,418,000,0005% 7T &
4,635,000,0005% 7T °
EHE FRERE
AEEEIFERME
ATEBROHBRBEHE
MB 2 —REEERK
KTREMBRAFZ
B
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21, XEAREALRSZ () 21. Related party transactions (continued)

by ERTEBEATER (b} Loans to related parties (continued)
ZBEEEXRA=T As at 30 June 2002, a fellow subsidiary provided guarantees for loans
B —BEEWBQE amounting to HK$1,347 million (31 December 2001: HK$1,900 million)
BEEBLTETE granted to certain third parties in which the fellow subsidiary has
= EZERE equity interests of less than 20%.

1,347,000,000% 7T
(Z2ZE—F+=A
=+ -8B ®
1,900,000,0005%& 7T )
REER THRZE
HEBARRES LR
20% 2 H AR o
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MisE (4) Notes (continued) ‘.
21, EEZEBMEBEATXR (& 21. Related party transactions (continued)
(c) HEMEATELER (c) Summary of transactions entered into during the ordinary course of
EBRGERNETHET business with the related parties
EHE
The aggregate income and expenses arising from the related party
BE - REMBA transactions with BOC, fellow subsidiaries, and associates are
ARBELTETZ summarised as follows:
EREATRSGESE
ZHBERARZHBE
W
S 8z
—BEC-F —BE-F
~A=Z+H ~A=+H
ILAEA @A
Six months ended
(i 30 June 30 June
Note 2002 2001
RETER ABEBRET
HKS'm HKS'm
BERIRIES - Profit and loss items:
MEKA Interest income (i) 361 3,269
FEXH Interest expense (ii) (122) (1,752)
rREEFE _ Insurance commission
WA %8 received (net) (iii) 11 26
BEREBREUA Rental and license
fees received (iv) 11 13
ERBE Information technology
REEWA service fee received (iv) 2 3
=R+HES Credit card
X i (RE) commission paid (net) (v) (22) (7)
BHRELAS Securities brokerage
TR commission paid {net) ) (54) (78)
HEEALL Rental fees paid (v) (29) (30)
MEEERES Property management and
REERIZL letting agency fees paid (v) (8) (8)
RERER Charge for bad and
doubtful debts 15 (66)
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FEZEHMEALRE (&)

(c) RBEREALELER

EREEAETHR business with the related parties (continued)
SHE (H) ;
—28:-f —EB-£ ;
AAZ+A +-B=+-H
As at As at
Btk 30 June 31 December
Note 2002 2001
BERER ABaER
HK$'m HK$'m
BERRRER Balance sheet items: *; ;
BeRESES Cash and short-term funds (i) 12,380 69,458 I
RITRAM Placements with banks and
SRBBER other financial institutions (i) 11,933 13,400
E® . Advances (i), (vi) 1425 6,531
HinB5RE Other investments in securities (i) 234 234
HfpEE Other assets {vil) 80 106 1
FIRAM Deposits from and batances
SRBEY of banks and other
BRRER financial institutions (i) 7,409 48,386
BP2ER EH- Current, fixed, savings and |
HERAMER other deposits from customers (i) 3,315 3,958
B EE - Notes:
iy FIBWEA (iy Interest income

Notes (continued)

21.

Related party transactions (continued)

(c) Summary of transactions entered into during the ordinary course of

In the ordinary course of business, the Group enters into various
transactions with BOC, fellow subsidiaries and associates including deposit

FREE-KER
AR - B REH

BralkE4na of cash and short term funds, placement of interbank deposits, investments
HITZERS B in its securities and provision of loans. The transactions were conducted
BESHERESH in the normal course of business at prices and terms which are no more

AEEH - FHRA
EER - EITES
REAREH®ER
BEWSEZ-RB
R GRETT -

favourable than those charged to and contracted with other third party
customers of the Group.
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21, EEZHEBREALRS @

(c) REBMEALEER
EBBERETHR
SHRE (&)

(i)

(i)

(iv)

FEXH

AEBE-REHR
TEETR - FER
MBARRBELD
FZREFERME
®EH BER
HibF R - 9™
B2 RBERR
HE1T -

FBRASBACE
)

FEME-RER
TtERAKERR
RERBRERS
HMHEE-—RRASR
RBE - 9EHS
Z—BEEGRE
T

k%R BeRiR
RERA

FEBE-RED
pEpR - B R
BoRREELQT
REARBER
Bammige -
R RIETUETT -

REEE—RED
PETRZEBER
SEAE kIR
BH BORTHZ
—REEBNE
1

Notes (continued)

21. Related party transactions (continued)

{cy Summary of transactions entered into during the ordinary course of
business with the related parties (continued)

(i)

(i)

(iv)

Interest expense

in the ordinary course of the business, the Group accepis interbank
deposits and current, fixed, savings and other deposits from BOC, feliow
subsidiaries and associates on normal commercial terms with reference
to prevailing market rates.

Insurance commission received (net)

In the ordinary course of the business, the Group provides insurance
agency services to and purchases general and life insurance policies
from fellow subsidiaries on normal commercial terms with reference to
prevailing market rates.

Service fee, rental and license fees received

In the ordinary course of the business, the Group provides information
technology services to BOC, fellow subsidiaries and associates on normal
commercial terms with reference to prevailing market rates.

The Group receives office premises rentat and license fees from associates
of BOC in its ordinary course of business on normal commercial terms
entered into on an arm’s length basis.
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FEZEBEALRS ()

(c)

REBEALTEER
EBEEANETHR
SHWE (H)

)

(vi)

(vit)

e DEERE -
HEKEEARAE
X

REMRZTBRE
BREREY - &
5RERE  ME
FREEBHRE -
@R THFRR
HEEMBRA
MEHBZ -RE
RIRFETT -

AREE—BEF
R R
RAXMRYR
B HETSZ -
AR 2
#17 o

EBBALTER

A BA L+ B EE21(b)
Bt - REBE—
MEEPEFR -
EEAG] NP
BRARIRBERR
ZEHE  HE-
RIS E R RRE
T-1HERXBZHR
ABIEFIBRA
BHEBERRARE
Fﬁ °

HEE

EHEERETR
THREFZEHBR
Bl 2 FEUHRER - 1t
FRLERBES
ERBHETZR
5o

Notes (continued)

21. Related party transactions (continued)

(c) Summary of transactions entered into during the ordinary course of
business with the related parties (continued)

v)

(vi)

(vii)

Commission, property management, letting agency fee and rental
expenses paid

In the ordinary course of the business, the Group pays commission fees
for credit card administrative and promotional services, securities
brokerage services, property management and letting agency fees to
BOC and fellow subsidiaries on norma! commercial terms with reference
to prevailing market rates.

The Group pays rental fees to BOC and its associates in its ordinary
course of business on normal commercial terms entered intoc on arm's

fength basis.

Advances to related parties

In the ordinary course of business, the Group extends loans and credit

facilities to BOC, fellow subsidiaries, and associates on normal commercial -

terms with reference to prevailing market rates as described in Note
21(b) above. The revenue from such transactions would include interest
income on the amount drawn as well as arrangement and commitment
fees.

Other assets
Included within “Other assets” are receivables due from BOC and fellow

subsidiaries. The receivables arose from transactions carried out in the
normal course of business.
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Notes (continued)

21, EEZEBMBEALXZ () 21. Related party transactions (continued)

(dy BERGERNIZEE (d) Off-balance sheets items

RBEREFFE
AEBEREHT

Contingent liabilities and commitments

In the ordinary course of business, the Group provides guarantees

BREWE AR R for the obligations of fellow subsidiaries and associates and have
ERRZBEERET commitment outstanding to BOC and fellow subsidiaries on normal
BER YAPRRRAE commercial terms. Such guarantees and commitments as at 30 June
FHBORRHEEE 2002 amounted to HK$270 million and HK$4,172 million respectively
BAE o hERSHR (31 December 2001: HK$297 million and HK$358 million respectively).

s —REEBRK
BT - RMBE_-F
NAZ+H - ZEE
REEEAREES
BW#95270,000,0005%
TE }.4,172,000,0007%
TRZEE—F+=
A=+—0 " #ZE#¥
B N OH A
297,000,000 T &
358,000,0005% 5T )
AEERRABLE=
ERTRAELZE
REWEM -

tTETA

RZIBE-FRAZ
+B - AREEE—K
EXPHEDPE- - RZE
MR B RE &L E
N T B EN
9,825,000,000& 7T
(ZB2—5+ZA
=+ -8 48
10,655,000,000%#
TIZHERFES
B EXFETS
Z—RBEBRRE
17 e

Fees are receivable for guarantees granted in favour of independent
third parties and BOC.

Derivatives

In the ordinary course of business, the Group enters into foreign
exchange contracts and interest rate contracts with BOC, fellow
subsidiaries, and associates. Such derivative transactions amounted
to HK$9,825 million as at 30 June 2002 (31 December 2001: HK$10,655
million). These transactions are executed on normal commercial terms
with reference to prevailing market rates.
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21, XBEEBEALRS () 21. Related party transactions (continued)

(e) BEBMATRBED {e) Balances with group companies and associates
A&tk
Included in the following batance sheet captions are balances with
THEERERRE the ultimate holding company:
NEERESERERD
Az ERELNT
—22-F —ET-F
AB=+8 +=ZA=+—H
As at As at
30 June 31 December
2002 2001
BYEBER BEBEET
HK$'m HK$'m
REREHES Cash and short-term funds 12,328 69,197
FITREM Placements with banks and
CRIBEBEX other financial institutions 11,836 13,053
=74 Advances 17 37
HmEHEE Other investments in securities 234 234
HMEE Other assets 71 106
BITRAt SR Deposits from and balances
BEZERRER of banks and other financial
institutions 6,940 48,004
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21. EEZHBEALZ2 () 21. Related party transactions (continued)
: (e) REMARIRBEAL (e) Balances with group companies and associates (continued)
2Ltk (H)
Included in the following balance sheet captions are balances with
THEEBMFERES fellow subsidiaries of the ultimate holding company:
? ABERSRERD
i FIZBEAMBARZ
EeEMET
: —BE_F ZBRE—F
: XAZ+A +=A=+-8
As at As at
30 June 31 December
2002 2001
BARYEETR BHERABT
HK$'m HK$'m
ReRkEHES Cash and short-term funds 52 191
\BITREM Placements with banks and
TR T R other financial institutions 97 347
B Advances 1,040 5,717
Hih&EE Other assets 9 —
BITREMER Deposits from and balances
BBz ERRER of banks and other
financial institutions 460 379
BREZEXR - -TH - Current, fixed, savings and
EE R E A TF R other deposits from customers 3,237 3,936
RIBEZFRAZ= There are no material balances with associates as at 30 June 2002.
THEBEARER
HEBZHE -
() FESBAR (f) Key management personnel
ZEE-FR-FEX During the first six months ended 30 June 2002 and 2001, no material
ZEE¥EF . BRE transaction was conducted with key management personnel of BOCHK
EEREEROAZ and its holding companies and parties related to them.
FEEEBEBRARR
HEMEZALTIER
HETEAEAZR
5
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BB R OEE
BNETERRER_ZF
“HEEtA+TEBAERAN
2REBRRUAESEARERE
TRIFBLEE SR - RARHE
SHEEEM2BARHE
BEXRRIEAEEANE
E-EEGUNURERE
BCARE - BRIRER
TESSURERNEN
At BRORBRBERER
BREFSZORERRLA
HERERSRERT
H-RBEBIREFES2
EREETNEFNESHZ
ENEMEAAERE - %K
EREOTHEAENKRE
ANEBERTHKILR
HERS A - THHR
EHITRE -

BHOBESTAEEEHE
BRERG - BRARK
EXNHOREEZRE?
BREBSEHERERETE
HREIANMNEE 2=
EUXATLIREBEIR
HE BB AFMI %R
BEZREI0% REEE
ERTEETNRS R
BEE - REREIRITE
BEANZHREIITE -

EoET_FHRBPEER
S0 ANEBALETAE
BE2BEFNREE - &
RARREFTIRROHEE

HER-EE-EAAR

HFE  #RAR3 =%
FELRA+RARBKRE
RIFI 8RN A o

Notes (continued)

22. Post-listing Share Option Scheme and Sharesave Plan

The principal terms of Share Option Scheme and the Sharesave Plan were
conditionally approved and adopted by written resolutions of all the
shareholders of the Company passed on 10 July 2002. The purpose of
the Share Option Scheme is to provide Participants with the opportunity
to acquire proprietary interests in the Company. The Board may, in its
absolute discretion, offer to grant options to any person the Board may
select. The subscription price for Shares shall be determined on the date
of grant at the discretion of the Board as an amount per Share calculated
on the basis of established rules. An option may be exercised in whole or
in part at any time or times after the date prescribed by the Board in its
absolute discretion and from time to time as is specified in the offer and
on or before the termination date prescribed by the Board.

The purpose of the Sharesave Plan is to encourage broad-based employee
ownership of the Shares. The amount of the monthly contribution under
the Savings Contract to be made in connection with an option shall be
the amount which the relevant Eligible Employee is willing to contribute,
which amount shall not be less than 1% and not more than 10% of the
Eligible Employee’s monthly salary as at the date of application or such
other maximum or minimum amounts as permitted by the Board. When
exercised in an Exercise Period, an option shall be exercised in whole or
in part.

As the date of this interim report, none of our employees has participated
in the two schemes mentioned above. Details of the Share Option Schemes
and Sharesave Plan as at 30 June 2002 are set out in Appendix VI of the
Company's prospectus dated 15 July 2002.
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Notes (continued)

23. Litigation

Details of the following litigation are stated in the Company's prospectus
dated 15 July 2002.

On 17 June 2002, a trial commenced in the federal court in New York
relating to BOC'’s claim against members of the Chou Group and the third-
party claims by certain of members of the Chou Group against BOCHK
and other branches and affiliates of BOC.

On 11 July 2002, the jury found that BOCHK was not negligent in its banking
transactions with members of the Chou Group. In addition, at the end of
trial, the Judge dismissed the third-party claims against BOCHK for violation
of the Racketeer Influenced and Corrupt Organizations ("RICO”) Act and
for promissory estoppel. As a result, all the claims asserted against us by
the Chou Group have been disposed of, subject to any appeal by the
Chou Group.
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Supplementary Financial Information

1.

Capital adequacy

—BRC-F ZET—F

AREt+E +=A=+-8

As at As at

30 June 31 December

2002 2001

Capital adequacy ratio 14.68% 14.38%
Adjusted capital adequacy ratio 15.02% 14.57%

The capital adeguacy ratio represents the consolidated ratio of BOCHK
as at 30 June 2002 and 31 December 2001 computed in accordance with

the Third Schedule of the Banking Ordinance.

The adjusted capital adequacy ratio represents the consolidated ratio of
the BOCHK as at 30 June 2002 and 31 December 2001 computed in
accordance with the guideline “Maintenance of Adequate Capital Against
Market Risks” issued by the Hong Kong Monetary Authority. The adjusted
ratio takes into account both credit and market risk as at 30 June 2002

and 31 December 2001.
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BOC HONG KONG (HOLDINGS) LIMITED
HWREUMKER () Supplementary Financial Information (continued)
2. MBENEFTERRG 2. Components of capital base after deductions
ARFEALE-_FFZ The consolidated capital base of BOCHK after deductions used in the
RNAZTRARZEER-F calculation of the above capital adequacy ratios as at 30 June 2002 and
+ZA=Z+—B2ZEER 31 December 2001 and reported to the Hong Kong Monetary Authority is
RUERREEREERZ analysed as follows:
NRENZEEELRERD
: T
i —sg=5 —z3-7
: xA=tR +ZA=t-8
As at As at
30 June 31 December
2002 2001
BEAET BEEET
HK$'m HK$'m
BOER Core capital:
BrRBEZFOTRRERA Paid up ordinary share capital 43,043 43,043
fafE Reserves 8,631 9,481
BRIk Profit and loss account 1,610 (850)
PEBEREE Minority interests 850 910
54,134 52,584
WmER : Supplementary capital:
—RREREESE General provisions for doubtful debts 4,990 4,943
HmErBH Gross value of supplementary capital 4,990 4,943
MIERGA T HEE Eligible value of supplementary capital 4,990 4,943
HARNNEREREE Total capital base before deductions 59,124 57,527
R Deductions:
HAEMEBELAI®R Shareholdings in subsidiaries or
BRIk holding company (360) (375)
HESELRMNERAR Exposures to connected companies (230) (347)
BAEHEQT20%% Equity investments of 20% or more
PAERRE in non-subsidiary companies (221) (256)
EAMBRTREREE Investments in the capital of other banks
MBRARE or other financial institutions (1 Q)
(812) (979)
ARENETERBE Total capital base after deductions 58,312 56,548
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Supplementary Financial Information (continued)

3.

Ligquidity ratio

BEZE Bz
it 2 St “ETF
~AA=tAL +ZH=+-8Bit
~MEA =f@A
6 months 3 months
ended ‘ended
30 June 31 December
2002 2001
Average liquidity ratio —
BOCHK 41.26% 39.88%

The average liquidity ratio for the period ended 30 June 2002 is calculated
as the simple average of each calendar month's average liquidity ratio of
Bank of China (Hong Kong) Limited ("BOCHK") for the period.

The average liquidity ratio for 2001 is calculated as the simple average of
each calendar month's average liquidity ratio of BOCHK for the 3 months
from 1 October 2001 (the date of the restructuring and merger) to 31
December 2001.

The liquidity ratio is computed on the solo basis (the Hong Kong offices
only) and is in accordance with the Fourth Schedule of the Banking
Ordinance,

Prior to the Restructuring and Merger, the liquidity ratio of each of the
predecessor entities was managed on an individual basis.




PREE(ER)BRAE
BOC HONG KONG (HOLDINGS) LIMITED
WEBMBER (A) Supplementary Financial Information (continued)
4. HEERB 4. Currency concentrations
TRIBEMMNEBER The following is a summary of the major foreign currency exposures arising
5 FEERFREER from trading, non-trading and structural positions. The net option position
BHREMELANEIENE is calculated based on the “worst-case” approach set out in the prudential
EHmEE - HERFER return “Foreign Currency Position” issued by the HKMA.,
RESERMINERES
BRAB 2 HEETHER
CR:0 I
Z2E-ERAZTA
As at 30 June 2002
BEAERSE
Equivalent in millions of HK$
EET

ix RE New An A
US  Pound Zealand Australian Japanese Hit&% &it

Dollars  Sterling  Dollars  Dollars Yen  Others Total
REEE Spot assets 181434 11,806 8418 2567t 13465 22,076 262,870
BERR Spot liabilties (134,844) (17,922) (15,035) (26,722) (2,953} (19,567) (217,043)
RHEA Forward purchases 109,340 11,365 8528 8,142 17557 18990 173,822
RYEL Forward sales (145,155)  (5229) (1.924) (7,111) (28,005} (21,375) (208,889)
HERER Net aptions position 446 7 143 145 — 39 781
5/ (B)BFE Net long/(short)
position 11,221 27 130 126 26) 163 11,641
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4. SEER (H) 4. Currency concentrations (continued)

“22-%£+-RZ1-8
As at 31 December 2001
AERENEE
Equivalent in millions of HK$
i
En ®E New An Ar
US  Pound Zealand Australian Japanese HtiE#% St

Dollars ~ Sterling  Dollars  Dollars Yen  Others . Total
REAE Spot assets 197,497 15996 14167 28316 3428 22,113 281,517
BERE Spot liabilities (134,348) (17.971) (14550) (27.380) (2.081) (18,859) (215,189)
BHEA Foward purchases 70500 5230 1211 1,623 10834 12726 102,124
RHEN Forward sales (124606) (3233)  (794) (2,538) (12,190) (15:807) (159,168)
Hesze Net options position 4,277 14 43 135 ) 22 4484
R/ (REFE Net long/(short)
position 13320 36 77 156 (16) 195 13,768

RZBEE=-FXHA=Z1+H There were no significant net structural positions for the Group as at 30
RZBEE—F+ZR=+ June 2002 and 31 December 2001.

—B FEEUERFEKR
ERERFRE -
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Supplementary Financial Information (continued)

5.

Segmental information

(a) Gross advances to customers by industry sector

2%
=+—H

As at
31 December
2001

+=A

BEOET
HK$'m

28,300
47,758
7,314
108
24,091
11,477
8,778
51,054

20,273

82,513
3,019 4
9,735 L

294,420

10,566

18,052

—g2-f
AA=18
As at
30 June
2002
BYEHER
HK$'m
Loans for use in Hong Kong
Industrial, commercial and financial
- Property development 26,818
- Property investment 44,814
- Financial concerns 6,691
- Stockbrokers 81
- Wholesale and retail trade 22,418
- Manufacturing 11,140
- Transport and transport equipment 9,780
- Others 51,487
Individuals
- Loans for the purchase of flats in
Home Ownership Scheme,
Private Sector Participation Scheme
and Tenants Purchase Scheme 20,032
- Loans for purchase of other
residential properties 85,689
- Credit card advances 3,462
- Others 9,280
Total loans for use
in Hong Kong 291,693
Trade finance 9,763
Loans for use outside
Hong Kong 16,178
Total advances to customers 317,634

323,038
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5. 78ER (#) 5. Segmental information (continued)
(o) RHUEBEEHIEZE (b) Geographical analysis of gross advances to customers, overdue
FER -BHERR advances and non-performing loans
TEHER
The following geographical analysis of gross advances to customers,
TIHBEREFPEXRS overdue advances for more than three months and non-performing loans
Bo-afHEB=@A is based on the location of the counterparties, after taking into account
ZEFRTRHER of the transfer of risk in respect of such advances where appropriate.
2HBERESTER
BRXSYFNME

i YEBRAERE
RZBBREAREE -

() BPFERES (i) Gross advances to customers

—g8=F —EBEE—F

AAZ+A +ZA=+—H

As at As at

30 June 31 December

2002 2001

B¥EER HEEBER

HK$'m HK$'m

& Hong Kong 305,892 310,953
B A i Mainland China 6,348 7,753
Efb Others 5,394 4,332
317,634 323,038
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5. oNEEN#) 5. Segmental information (continued)
(b) BRHBEERSEZE (b) Geographical analysis of gross advances to customers, overdue
FEX BHEERR advances and non-performing loans (continued)
TBHER ()
() BEBRB=M@A (i) Overdue advances for over three months
ZEX
b 2 S —FE-F
AB=E+RA +ZA=+-—H
As at As at
30 June 31 December
2002 2001
REBER BERERT
HK$'m HK$'m
= Hong Kong 19,296 21,713
RN Mainland China 2,294 3,465
: it Others 137 120
21,727 25,298
(i} TRHBXK (iiiy Non-performing loans
a2 St 3 ke
A~A=+H +-A=+—A8
As at As at
30 June 31 December R
2002 2001 P
BEEET  BWEET |
HK$'m HK$'m
B Hong Kong 25,821 30,043 D
R Mainland China 2,483 5,130
Hip Others 194 339
28,498 35,512
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6. BRER 6. Cross-border claims
EREENEHBTEHE The information on cross-border claims discloses exposures to foreign
ST HFRRERER M counterparties on which the ultimate risk lies, and is derived according to
EAf - WEFATAR the location of the counterparties after taking into account any transfer of
BEBEARBLGHMAE risk. In general, such transfer of risk takes place if the claims are guaranteed
WwEE - —RhE - BRE by a party in a country which is different from that of the counterparty or if
BENERAMERREA the claims are on an overseas branch of a bank whose head office is
BEATRE  REHFHX located in another country. Only regions constituting 10% or more of the
RITREINDITEEME aggregate cross-border claims are analysed by geographical areas and
BARMMNES—BER -8 disclosed as follows:
ERRABREEARNE
BohEBEEEI0%E
LA LRI E T ED AT R
BEMT
#ITR
TRIER
Banks and RAEE
other Public
financial sector Hit CES
institutions entities Others Total
BEEER BEBER BEEER BEHER
RZBB-EXB=+H As at 30 June 2002 HK$'m HK$'m HK$'m HK$'m
TN TeE Asia, other than
ik Hong Kang 65,728 7,555 9,749 83,032
I M North America 23,323 27,443 16,771 67,537
el Western Europe 152,709 3,587 20,049 176,345
nPLERR Caribbean - - 2,545 2,545
241,760 38,585 49,114 329,459
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6. BHEE (H) 6. Cross-border claims (continued)
fITR
SRR
Banks and AHBE
other Public
financial sector Hith At
institutions entities Others Total
R_Z2E-F As at EETET BHEOET EEEET EETER
+-A=+-8 31 December 2001 HK$'m HK$'m HK$'m HK$'m
TN ReE Asia, other than
i Hong Kong 133,805 15,771 10,337 159,913
SLEMN North America 34,303 18,526 8,725 61,554
iy Western Europe 143,297 3172 3,934 150,403
nELERR Caribbean — — 3,105 3,105
311,405 37,469 26,101 374975
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Supplementary Financial Information (continued)

7. BBREELAERE

(a) EFEX

(y 2aBzexrr

Overdue and rescheduled assets

(a) Advances to customers

(iy Gross amount of overdue advances

B3
Z38-F  (EFER  ZET-F  KEFEX
AEZTR  BEESL T-A=+-R  SEEHK
As at % of gross As at % of gross
30June  advancesto 31December  advances fo
2002 customers 2001 customers
BETER ABEET
HK$'m HK$'m
REERER Gross advances to
BB customers which
have been
- overdue for:
-#B=fER - six months or
BTiE8 less but over
~fER three months 2,485 0.77% 4212 1.30%
~ @A - ong year of less
BRBA—= but over
six months 5,770 1.82% 5427 1.68%
-BE—F - Over one year 13,502 4.25% 15,659 4.85%
21,727 6.84% 25,298 7.83%

RZFEZER At 30 June 2002 and 31 December 2001, there were no advances
A=z+HEZ=-E to banks and other financial institutions which were overdue for
E-F4+ZRA= over three months.

+—B - EE8

HBA=EAZ

BROREMMERE

BEER -
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HRUBREN (&) Supplementary Financial Information (continued)

7. BHRKELAEE (H) 7. Overdue and rescheduled assets (continued)

(a) BEFER(#A) (a) Advances to customers (continued)
(i) MEBERATE (i) Overdue advances are reconciled to non-performing loans as
HEH - follows:
ZB8CF %%
ENE: +=p=t-8
As at As at
: 30 June 31 December
= 2002 2001
AREER BEEERL
HK$'m HK$'m
AHER=@A Advances which are overdue
L8 for more than three months 21,727 25,298
naE=fEA% Add: non-accrual advances which
MTREE are overdue for three months
ZiHE or less
ra-¢
-BREELE - included in rescheduled
BzERA advances 1,480 1315
-Hit - others 8,152 10,685
HoaBdA=FA Less: advances which are overdue
GHEFHHE for more than three months and on
ZER which interest is still being accrued (861) (1786)
TROERN Non-performing loans 28,498 35,512
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7. Overdue and rescheduled assets (continued)

(a)

Advances to customers (continued)

(iiiy Rescheduled advances (net of amounts included in overdue

advances for more than three months and reported in item (i)

above) are as follows:

“8B-F EFER  ZFET-F ARPHER
~AZTR  BEESM TZAET-B EBEEANE
As at % of gross As at % of gross
30June  advancesto 31 December  advances!lo
2002 customers 2001 customers

REAER AEBRET

HK$'m HK$'m

Rescheduled

advances 1,617 0.51% 1,814 0.56%

At 30 June 2002 and 31 December 2001,

there were no

rescheduled advances to banks and other financial institutions.

Other overdue assets

(b)

—EEC-HF —ER-F
~A=+RA +=A=+—8
As at As at
30 June 31 December
2002 2001
ARERR  BYEET
HK$'m HK$'m
Overdue for:
- six months or less
but over three months 10 9
- one year or less
but over six months 21
- over one year 19
50 18
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8. BREBER 8. Risk management
FIREFRBREENBE BOCHK’s goal in risk management is to maximise its long-term risk-adjusted
RERREHETERS return on capital as well as shareholders' wealth while maintaining its risk
KEMRET - BREE exposure within acceptable parameters. Our risk management philosophy
WEERBHENELRE seeks to achieve our goal by:
HMEACNREBER
Kl o BRERBEER e establishing a more independent, centralised and comprehensive
EOBE  REROT risk management system, which stresses on standardising corporate
o governance structure, maximising shareholders’ value and balancing

the risk and return level;
s BUTEMEY &

b RENRREE * emphasising the importance of risk control responsibility and
BEyBATER accountability;

YRFLAEERE

s adopting international risk management principles and best practices;
; Bl RBEREANE

Ab - e Ee »  improving our management information systems, risk measurement
BERER techniques and risk monitoring controls; and
s EBITERENERERE *  modernising our risk management culture on a continuous basis.
EEH
BOCHK has developed and implemented comprehensive risk management
e RABEBREBEITERRE policies and procedures to identify, measure, monitor and control credit
B e R A& E® risk, market risk, liquidity risk and operational risk across the organisation.
i The Risk Management Committee under the Board of Directors has the

responsibility of approving risk management policies and procedures.
s ZTERRERERA

o BRyERTR
BEESFER

s FEUNERABEEX
ft e

TREBCHELER—
ErEMNEREERRA
B AR &8 %
ZREHNZTHEER
B mBER  REBNRE
RAMRERR EFEB
THEREEZEEEREA
BHEBRBERER -
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Supplementary Financial Information (continued)

Risk management (continued)

Our Chief Risk Officer oversees and monitors the operations of the risk
management department (“RMD") and reports directly to the Risk
Management Committee. The Chief Risk Officer is also responsible for
assisting the Chief Executive on bank-wide credit risk, market risk and
operational risk management and submitting to the Risk Management
Committee the independent risk management report each month. In addition,
our Chief Financial Officer, with assistance of the Treasurer, monitors the
bank-wide interest rate risk and liquidity risk and submits reports to the
Asset and Liability Management Committee (*“ALCO") on a regular basis.

BOCHK:’s principal banking subsidiaries, Nanyang and Chiyu Banking
Corporation Limited (“Chiyu”), also face the same types of inherent business
risks and they generally follow our risk management strategies and policies.
In addition, Nanyang and Chiyu have generally implemented risk
management controls and procedures that are in compliance with the
risk management controls and procedures of BOCHK. Within this general
risk management framework, Nanyang and Chiyu may conduct their existing
risk management practices according to their own specific circumstances.
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Supplementary Financial Information (continued)

Risk management (continued)
Credit risk management

Credit risk is the risk that a customer or counterparty will be unable or
unwilling to meet a commitment that it has entered into with BOCHK. Credit
risk arises principally from BOCHK's lending, trade finance and treasury
operations.

BOCHK considers that independence and proper checks-and-balan‘ces
are of critical importance in carrying out effective risk management. To
this purpose, BOCHK’s managerial/organisational structure placed our
RMD and Audit Department in a hierarchical position in which they report
directly to the Risk Management Committee and Audit Committee
respectively. These commitiees and departments form an independent
tine of control.

To avoid any potential conflicts of interest, the credit review functions are
independent of the business development units. BOCHK'’s credit assessment
emphasises a thorough understanding of the purpose and structure of
the loan, the borrower's financial status, cash flow position and repayment
ability as well as business management.

BOCHK exercises credit risk monitoring in a prudent manner with the
involvement of multiple levels within our organisation. This process enables
BOCHK to promptly detect any early signs of loan deterioration and identifies
potential loan classification downgrades so that the appropriate actions
can be taken to manage the loans. To improve the credit quality and control
the non-performing loan ratio, BOCHK establishes a clear target 1o evaluate
the performance of the credit initiation units and the Special Asset
Management Department.
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Supplementary Financial Information (continued)

Risk management (continued)
Market risk management

Market risk is the risk that the movements in interest rates or market prices
will result in losses in on- and off-balance sheet positions. BOCHK's market
risk arises from customer-related business and from position taking. Market
risk trading positions are subject to daily mark-to market valuation.

Market risk is managed within risk limits approved by the Risk Management
Committee. The overall risk limits are set into sub-limits by reference to
different risk factors, which are interest rate, foreign exchange, commodity
and equity prices. Considering the different nature of the products involved,
limits are set by using a combination of risk measurement techniques,
including position limits and sensitivity limits.

The Market Risk Division in the RMD is responsible for the daily market
risk management. Through the daily risk monitoring process, the Market
Risk Division measures risk exposures against approved limits and initiates
specific action to ensure that the overall and individual market risks are
managed within an acceptable level.

Value at Risk ("VaR") is a statistical technique which estimates the potential
losses that could occur on risk positions taken due to movements in foreign
exchange, interest rates, commodity and equity prices over a specified
time horizon and to a given level of confidence. The model used by BOCHK
to calculate portfolio and individual VaR on a variance/covariance basis,
uses historical movements in market rates and prices, a 99% confidence
level and a 1-day holding period and generally takes account of correlations
between different markets and rates.
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Supplementary Financial Information (continued)

Risk management (continued)

The VaR for all trading market risk exposure of BOCHK at 30 June 2002
was HK$6.5 million (HK$1.6 million at 31 December 2001), the VaR for all
trading interest rate risk exposure was HK$7.8 million (HK$1.5 million at
31 December 2001) and the VaR for all trading foreign exchange risk
exposure was HK$0.9 million (HK$1.2 million at 31 December 2001). The
average VaR for the period ended 30 June 2002 was HK$2.5 million.

Prior to the restructuring and merger, market risk of each of the predecessor
entities was managed on an individual basis. As a result, the average
VaR from market risk-related trading activities of BOCHK tfor the period
ended 30 June 2001 is not comparable and hence not presented.

Foreign exchange risk management

BOCHK provides foreign exchange deposit, margin trading and forward
transaction services to its customers. BOCHK’s trading activities in the
foreign currency markets expose it to exchange rate risk. BOCHK manages
exchange rate risks through its interbank market activities. In particutar,
BOCHK mitigates exchange rate risks by establishing position limits and
limits on the loss of the whole foreign exchange trading floor. All these
limits are approved by the Risk Management Committee. The RMD is
responsible for monitoring foreign exchange exposure and related stop-
loss limits on a day-to-day basis as well as controlling BOCHK's credit
risk exposure arising from foreign exchange transactions.
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Supplementary Financial Information (continued)

Risk management (continued)
Interest rate risk management

BOCHK’s balance sheet consists predominantly of Hong Kong dollar
denominated interest rate sensitive assets and liabilities. BOCHK's primary
sources of interest rate risk are mismatches in the maturities or re-pricing
periods of these assets and liabilities and movements in interest rates. In
addition, different pricing bases for different transactions may also lead
to interest rate risk for BOCHK's assets and liabilities within the same re-
pricing period.

BOCHK's Treasurer is responsible for formulating the policy and developing
risk management system {o assist BOCHK’s ALCQ in identifying, measuring,
monitoring and controliing interest rate risk. The Treasurer uses gap analysis
to measure BOCHK’s exposure to interest rate risk. The gap is the difference
between the amount of interest-earning assets and interest-bearing liabilities
that mature or must be re-priced within a specific time band. It provides
BOCHK with a static view of the maturity and re-pricing characteristics of '
its balance sheet positions. The Treasurer measures the gaps by classifying
all assets, liabilities and off-balance sheet items for each currency into
appropriate time bands according to contracted maturities or anticipated
re-pricing time bands to indicate the extent to which BOCHK is exposed
to the risk of potential changes in the margins on new or re-priced assets
and liabilities. The potential risks associated with these gaps are measured
through simulated interest rate scenarios to testify that the interest income
variations are within the manageable range and the results are reflected
on daily reports.
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Supplementary Financial Information (continued)

Risk management (continued)
Liguidity risk management

Liquidity risk arises in the funding of lending, trading and investment activities
and in the management of trading positions. Liquidity risk includes both
the risk of unexpected increase in the cost of funding to refinance the
BOCHK's asset portfolio at appropriate maturities and the risk of being
unable to liquidate a position in a timely manner and/or at a reasonable
price. The goal of liquidity management is for BOCHK to be able, even
under adverse market conditions, to meet all its maturing repayment
obligations on time and fund all of its investment opportunities.

BOCHK maintains flexibility in meeting its funding requirements by
maintaining diverse sources of liguidity. BOCHK funds its operations
principally by accepting deposits from retail and corporate depositors.
BOCHK may also borrow in the short-term interbank markets, although it
is typically a net Iender of funds. In addition, BOCHK may from time to
time raise funds through the sale of investments.

BOCHK uses the majority of funds raised to extend loans, make investments
in debt securities or conduct interbank placements. Generally, deposits
are of shorter average maturity than that of loans or investments and are
of longer average maturity compared with interbank placements.

BOCHK maintains a buffer portfolio of liquid, high quality securities that
is managed by BOCHK's Treasurer. These securities may generally be
sold at any time at market prices to meet BOCHK’s emergent liquidity
needs. BOCHK may also manage its liquidity by borrowing in the interbank
markets on a short-term basis. The interbank markets generally provide
an adequate amount of liguidity, at borrowing rates that are subject to
market conditions.
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Supplementary Financial Information (continued)

Risk management (continued)

The primary goal of the BOCHK's asset and liability management strategy
is to achieve an optimal return while ensuring adequate levels of liquidity
and capital within an effective risk control framework and at reasonable
cost of funding. BOCHK's ALCO is responsible for establishing these policy
directives and works closely with the Treasurer to ensure that BOCHK
maintains adequate levels of liquidity and secures the lowest possible
cost of funding, while closely planning and monitoring BOCHK's on- and
off-balance sheet assets and liabilities according to the risk incurred. The
Treasurer adjusts, as necessary, BOCHK's liquidity and foreign exchange
positions in line with the policies of ALCO, and also provides reporting
and analytical services to ALCO with respect to current and planned positions
taken for investment, funding and foreign exchange management purposes.
In particular, BOCHK has implemented various measures to:

s improve its management information system to provide timely
information on the movement of its liquid assets and that of its customer
deposits on a daily, weekly and monthly basis;

s monitor liquidity ratios in compliance with the HKMA’s requirements;

*  prepare regular maturity gap analyses to enable management to review
and monitor BOCHK'’s liquidity position on a timely basis;




PEREAGZR)FRAE

BOC HONG KONG (HOLDINGS) LIMITED

AEMBER (&)
8. BREE ()
o« RITEEDH - AR
ETRABKREEHR
DESRANPE -

. BEATERN-Z
FIRB R B EEM
RBUERBRBER
o RTBSERRE
HBEERS R

- RIYSHERE
EERABESTE
o

axEd

REBFEAEERTRLER
(JCARDEBEEEEE
EUERERFELRNRRE
M TEAFEEESER
HNEEER - EREHR
NEEME SBARS
BEAKTEUREEEAETE
BER-REHEWTE
RERENELRTRLLE
514.68% : MEHET ™
BRBROERTRLES
15.02% - MIELL EFEE
TEREkbs - 8BLF

B - REABRER

BEAEESRHF0.30%
$0.45%89 5840 ©

Supplementary Financial Information (continued)

Risk management (continued)

* conduct scenario analysis to estimate the impact of various risk factors

on the liquidity position;

. establish a range of liquidity risk factors to be monitored and a liquidity '
risk warning index system to detect early signs of any irregularities;

and

* create a three-tier response system to effectively deal with any

emergencies.

Capital management

The Group monitors the adequacy of its capital using the Capital Adequacy -
Ratio (“CAR") as one of the major measurements, which is subject to the
Hong Kong Monetary Authority regulatory requirements. The Group
maintained its capital to comply with all the statutory standards for all the
periods presented in the report. On consolidated basis, BOCHK’s unadjusted
CAR and adjusted CAR incorporating market risk were improved from
14.38% and 14.57% as at the end of last year to 14.68% and 15.02%
respectively. Both were well above the statutory minimum standards.
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Supplementary Financial Information (continued)

Risk management (continued)
Operational risk management

Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. It is one of the
major risks to which BOCHK is exposed and is inherent to various businesses
and back office processing.

BOCHK manages operational risk mainly through its internal controls to
ensure all operations are conducted effectively. At the same time, BOCHK
is enhancing its business continuity plan to ensure that the operation of
critical functions can recover within a short time frame and minimise the
impact to customers in the event of a disaster.

To be in line with international best practices, BOCHK will further enhance
the methodologies in identifying, measuring, monitoring and controlling
operational risk.
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Other Corporate Information

1. Substantial shareholders

As the shares of the Company was listed and commenced trading on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 25 July
2002, the Company was not required to maintain a register of substantial
shareholders under Section 16(1) of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”) prior to 25 July 2002. For information
purposes, the following shareholders had an interest of 10% or more in’
the share capital of the Company as at 30 June 2002 and 25 July 2002
respectively:

THERERATE BT
BRH10% M B REE R
A 2E
R-EE=FXA=1H R=BE=-%+t5=+HA
WERHFAROHE (HEE) REmERGHE
No. of shares No. of shares
REZE beneficially held beneficially held
Name of Shareholder as at 30 June 2002 {Note a) as at 25 July 2002
PERT 45,966,026,020 (86.95%) 8,292,345,266 (78.44%)

Bank of China (“BOC")

TREE (EB) FRLA
(THREHEA))
BOC Hong Kong (Group)
Limited ("BOCHKG")

BOC Hong Kong (BVI) Limited

("BOC (BVH™")
( H¥&E 3) (Note ¢)

ERAFERIA
(T£B) (FE4)

(H3E2) (Note b)

45,966,026,020 (86.95%) 6,894,770,204 (65.22%)
45,966,026,020 (86.95%) 6,894,770,204 (65.22%)
6,897,875,310 (13.05%) 1,379,575,082 (13.05%)

Hua Chiao Commercial Limited

(“Hua Chiao”) (Note d)
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Other Corporate Information (continued)

1. Substantial shareholders (continued)

Notes:

a.  Prior to 10 July 2002, the issued share capital of the Company was
HK$52,863,901,330 divided into 52,863,801,330 shares of HK$1.00
each. By an ordinary resolution passed by the shareholders on 10
July 2002, the issued share capital of the Company was consolidated
and divided into 10,572,780,266 shares of HK$5.00 each.

b.  The number of shares shown includes 9,000,000 shares in the Company
beneficially held by each of Bank of China Group Insurance Company
Limited and BOC Group Life Assurance Company Limited, both of
which are wholly owned subsidiaries of BOC.

c. BOC (BVI)is a wholly owned subsidiary of BOCHKG, which in turn is
a wholly owned subsidiary of BOC. Accordingly, BOCHKG and BOC
are deemed to have the same interests in the shares of the Company
as BOC (BVI) for the purpose of the SDI Ordinance.

d. BOC beneficially owns 93.64% of Hua Chiao. Accordingly, BOC is
deemed to have the same interests in the shares of the Company as
Hua Chiao for the purpose of the SDI Ordinance.

2. Directors and Chief Executive’s interests in the Company’s shares

As at 30 June 2002, none of the Directors, the Chief Executive or
their respective associates has any interests in shares of the Company
or any of its associated corporations within the meaning of the SDI
Ordinance, which, if the Company were listed on 30 June 2002,
would have been required to be recorded in the register required
to be kept under Section 29 of the SDI Ordinance or as otherwise
would have been required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.
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3. EERITHEREBAAR 3. Directors and Chief Executive’s rights to subscribe for the Company’s shares

ARG AER

As at 30 June 2002, none of the Directors, the Chief Executive or their
R-ZBZ-_FxA=Z+ respective associates has any right to subscribe for shares of the Company.
H BEEs TReR On 5 July 2002, the following Directors together with approximately 60
BEESENBMBARESR senior management personnel of the Group were granted options by BOC
REBERXREHEFR - (BVI) to purchase an aggregate of 31,132,600 existing issued shares of
RZFE-F+tRAH" the Company at a price of HK$8.50 per share.
BOC (BVhYR TIERR S
SMI0BEAEESRER

ABBTRRE  BET
Bt MBOC (BVNEAS £
31,132,60088BOC (BV)ET
BEOHEARARG - REE
BAHEBR85ET -

RTIEREN
HEROEE
No. of underlying shares
HERA Name of Director in respect of which options were granted
28R R LIU Mingkang 1,735,200
HEE SUN Changii 1,590,600
2EE LIU Jinbao 1,735,200
FE PING Yue 1,446,000
EE HUA Qingshan 1,446,000
T2/ LI Zaochang 1,446,000
MEL HE Guangbei 1,446,000
B ZHOU Zaiqun 1,446,000
RIS ZHANG Yanling 1,446,000
&5 Total : 13,737,000
TR RABREI _TE- None of these options may be exercised within one year from 25 July
+tAZTHEEBER—FAFT 2002. These options have a vesting period of four years from 25 July
BT - ZEZRERZ 2002 with a valid exercise period of ten years. 25% of the number of
EE-F+A-+LHEE shares subject to such options will vest at the end of each year.

MEANRE  ZERRE
B25% RN BB BREF
FESE BRTEHE
BI10F
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Other Corporate Information (continued)

Purchase, sale or redemption of the Company’s shares

During the period under review, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company’s shares.

Audit Committee

At the request of the Audit Committee of the Company, the Group’s external
auditors have carried out a review of the unaudited financial statements
in accordance with the Statement of Auditing Standards (“SAS") 700 issued
by the Hong Kong Society of Accountants. The Audit Committee has
reviewed with management the accounting principles and practices adopted
by the Group and discussed auditing, internal control and financial reporting
matters including the review of the unaudited interim financial statements.

Compliance with the Code of Best Practice

Although the shares of the Company was only listed and commenced
trading on the Stock Exchange on 25 July 2002, none of the Directors is
aware of any information which would reasonably indicate that the Company
is not, or was not, for any part of the accounting period for the period
ended 30 June 2002, in compliance with the Code of Best Practice as set
out in Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange except that non-executive Directors were not appointed
for a specific term but are subject to retirement by rotation at annual general
meetings pursuant to the Company’s Articles of Association.

Compliance with disclosure requirements

In preparing its interim report for the period ended 30 June 2002, the
Group has fully complied with the guideline on “Interim Financial Disclosure
by Locally Incorporated Authorised Institutions” under the Supervisory
Policy Manual issued by the Hong Kong Monetary Authority in November
2001.
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