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Dear Sirs,
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We enclose an announcement issued by BOC Hong Kong (Holdings) Limited in Hong
Kong and dated 17" June, 2003 for your attention.

Please note that the above document is 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.

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

g

Jason C.W. Yeung

Company Secretary

Encl.

4,000} W.



BOC HONG KONG (HOLDINGS) LIMITED

(Incorporated in Hong Kang with limited liability under the Companies Ordinance)
* (the “Company”)
ANNOUNCEMENT
Andit of 2003 Interim Results

{ To address the concerns expressed in the market regarding the ¢redit approval process, risk management and internal controls of the Compa.uy ‘and the adcquacy of provisions made in the Group’s
accounts, the Board has resolved upon the various actions set out in this Announcement.

To ensure that the market and the shareholders do receive continuing assurance of the integrity of the financial statements of the Group, thc Board has dmdcd to cause an zudit (“Interim Audit”)
of the Group’s accounts to be conducted by the Company’s statutory auditors, Messrs. PricewaterhouseCoopers, so that an audit report could be made to the sharsholders in time for the publication
of the Company’s interim results for the six months ending 30th June, 2003, notwithstanding that such an audit is not required by law or the Listing Rules. The Interim Audit will be carried out on
4 the same basis.as and in accordance with requirements under the Compamcs Ordinance as if it were a full statatory annual andit and a full set of audited financial staterments will be published
covering the same périod as the interim results.

Following the HRMA's consultation under Section 59(2) of the Banking Ordinance with Bank of China (Hong Xong) Limited (“BOCHK™), the Company’s prmcxpal operaunu submdla.ry, which is
an aumonzed institution under the Banking Ordinance, BOCHK has appointed Messrs. KPMG as a special auditor to review and report on the systems, procedures and controls in place in relation

* to credit approval process, credit risk management and internal control mechanism, and their adequacy and compliance as well as high level cantrols exercised by the Board over these processes.
KPMG will also review the asset. quahty of certain categories of ioans (excluding thé New Nongkai Loan and loans related to Mr. Chau Ching-ngai and his associates of which there are two).
KPMG’s report will be completed in-time for the preparation of the Group's financtal statements for the six months ending 30th Tune, 2003 and thc completxou of the Interim Andit, so that account
could be taken of the report’s findings. Today, BOCHK received formal wntten notice from the HKMA under Section 59(2) of the Banking Ordinance rcqumno thls report when complcted to be
submitted to the HKMA. !

In order to énsure the xmpama.hty’of thz review a.nd address potential conflicts of i interest, KPMG's review W].H not cover the New Nongkai Loan and any loans related to Mr. Chau and his associates.
For. this purpose, Moores Rowland has been appointed by BOCHKX to review and report on the New Nongkai Loan and BOCHK’s exposures to Mr. Chau and his associates and BOCHK’s compliance
| with-its guidelinés, policies and procedures on credit approva.l risk management and other relevant internal controls in respect of such loans. Moores Rowland's report will be completcd in time for
the preparation of the Group’s financial statements for the six months endmg 30th June, 2003 and the completion of the Interim Audit, so that account could be taken of the report’s findings. Today,
"BOCHK received formal written notice from the HKMA under Section 59(2) of the Banking Ordinance requiring this report when completed to be submitted to the HKMA.
In addition, it is anticipated that to the maximum extent permissible by applicable laws, the findings of the special review by the Spe¢ial Committee concerning the credit approval process, credit risk
management and internal control mechanism and Board oversight of these processes which are material for sha.reholdcrs information will be annuunccd in or about ea.rly September 2003 at or about ,
the same time as the announccmem of interim results and the Inferim Audit Report.

The Board is pleased to announce thé appointment of Mr. Rickard Farrant, Non- executive Cha.uman of the UK Banking Standards Board and former Mana.gmg Director of the UK Pmancxal Scmces
‘Aitthority, as special adviser to the ‘Special Comn:urtee : .

This announcement is made by the Ccmpany pursuant 1o paragraph 2 of tHe Lmung Agreement.

Further to the anpouncements of the Company dated 6th J une, 2003 (the “First Announcermept”) and'10th June, 2003 (the “Second Announcement”) (together, the “Announcements™), ‘the Board
wishes to make a further announcement for the mmrmatron of shareholders and pot:nual investors. Terms used herein shall have the same meanings as those defined in the Announcements, unless
otherwise defined herein. .

Audit of Interim Results ' ' ’ 3 .

To ensure that the market and the sharcholders do receive continuing assurauce of the mtegru:y of the financial statements of the Group, the Board has decided to cause an audit (“Interim Audit™) of the
Group’s accounts to be conducted by the Company’s statutory auditors, Mcssrs PncewaterhouseCoopers so that an audit report could be made to the strareholders in time for the publication of the
Compa.ny s interim resulfs for the six months ending 30th June, 2003, notwithstanding that such an audit is not required by law or the Listing Riles. The Interim Aundit will be carried out on the same
basis as and in accordande with reqmrcments under the Compames Crdinance as if xt were a full statutory annual andit and a full set of audxted financial statements will be pubhshcd covering the same
period as the intetim resuits.

'Relahonshlp between Interim Audit and Special Reviews - '

As 2 resultof the'riarket and public concerns over the credit approval, risk mhanagement and internal control processes of BOCI—IK, the HKMA pursuant to Section 59(2) of Lhe Banking Ordma.ncc
" initiated consultanons with BOCHX for a report by auditors on the credit and risk management system, internal controls, high level controls exercised by the Board over these matters and asset quality
of BOCHK. After consultations with the Board, BOCHK and the Compa.ny decided on IOr.h Jine, 2003 to fully support the request for the preparation of such z report by an auditor and so informed the
HEQV{A This aftinde of BOCHK and the Company was included in the Second Announcement. The consultations between the BOCHK, the HKMA and potential speciat auditor candldatbs have bccn
mtznswc and they have continued until today. |

Following satlsfactory conclusion of these consultations and with the approva.l of the HKMA. pursuant to Sechon 59(:) of the Banking Ordinance, BOCHK has mday éngaged KPMG as specxa.l audlmrs

to conduct a review in accordance with the guidelines vovernmg such exercise issued by the Hong Kong Society of Accountants and report on the adequacy of:

. credit-approval process and controls; i

. credit risk manavemcnt and intermal control mecha.msm,

. high level commls exermsed by the Board;

. asset quality, including the policies, procedures, systems and controls relating to loan classification and provisioning and & review of (a) loans on a group basis of over HK$200 million with certain
characteristics, such as Joans for property development or property investment on the mainland of China, loans for.financing acquisition of listed company or loans with pricr history of appeal,
rejection or veto by the Risk Management Department of BOCHK and (b) loans approved by a former credit officer of BOCH.K (excludmg the New Nongkai Loan and loans re[ated to Mr, Chau
and his associates due to its potential conflict of interest in such exercise).

A senior banling partmer of KPMG from outside Hong Kong will be in charge of the review. The HEMA has today 1ssucd a formai wntwn notice to BOCHK under Section 5%(2) of the Banking

Ordinance réquiring BOCHK to submit KPMG’s report to the HKMA when completed

The excision of the New Nongkai Loan and any loans related to Mr. Chau and his associates from KPMG’s review is designed to ensure that thére'is no potentxal conflict of interest in the exercise, KPMG

has confirmed their independence and that they face no actual conflict of interest in accepting this appointment. For the New Nongkai Loan and other loans related to Mr. Chau, Moores Rowland has been

appointed by BOCHK to review and report on BOCHK s compliance with its guidelines, policies and procedures on credit approva! risk management and other relevant intarnal controls in respect of

such loans. Moores Rowland has similarly confirmed that they have no conflict of interést in undertaking this review. The HKMA has today 1ssued a formal written notice to BOCHK under Section 59(2)

of the Banking Ordinance requiring BOCHK to submit the report of this special anditor to the HKMA “when completed. -

The HKMA has various supervisory powers under the Barking Ordinance to regulatc the banking business and business of taking deposits of authorised institutions including licensed banks in Hong

Kong. Section 59(2) is one of such powers pursuant to which the HKMA may, after consultation with a licensed bank, require a report to be prepared by auditor(s) appointad by the bank on such matters

as the HKMA may reasoriably rcquu'a ‘Which may include a report on the state of affairs or profit and loss or the adequacy of the systems of control for the prudent management of thc banL as required

bv the Banking Ordinance. -

The Board also decided as a separate mattcr to appoint on 10th June, 2003, a Special Committee to review the credit approval risk management aud internal control processes of BOCHX as: well as t.he

effectivenéss of the high level controls exercised over these matters by the Board The appointment of the Special Committes was duly included in the Second Announcement.

This Special Committee appointed by the Board will submit a separate report to the Board through the Audit Committee on its review based on its own examination of the systems and processes of the

Group, assisted by Mr. Richard Farrant. It is anticipated that to the maximum extent permissible by applicable laws, the findings of the special review by the Special Committee concerning the credit

approval, risk management and internal control processes which aré material for shareholders’ information will be annonnced in or 2bout early Septembcr 2003 at or about the same time as pubhcatlon

of the interim results and the Interim Audit Report which will appear with the full set of financial statements of the Group.

The Board expects that the reports of the above two parallel special reviews, namely, the spemal audits commissioned by BOCHK as required by the HRMA pursuant to Section 59(2) of the Banking

Ordinance and the review by the Special Committee appcmtcd by the Board, will be completed in time in order that their fifidings may be taken account of mthe preparation of the financial statements

and directors’ report as well as the Interim Audit Report for the accounts ending 30th June, 2003.

Appointment of Special Adviser 4

The ‘Board is pleased to announce the appointrent of Mr. Richard Farrant as special adviser to the Special Comumittes. Mr. Farrant has over 25 years banking supervisory experience in the Bank of
England during which he was seconded to Hong Kong as Advisor to the Commissioner of Banking from 1984 to .1986. From 1993 to 1997, he was Chief Executive of the UK Securities and Futures

Authority from which position he moved to the Financial Services Authority, retiring in 1999 as its Managing Director. From 1999 to 2000, Mr. Farrant was Inspector of Peregrine Investments Ltd, on

appointment by the Financial Secretary under the Companies Ordinance. He is currently the Non-executive Chairman of the UK Banking Standards Board.
The Company will make further announcement promptly in accordance with the Listing Rules for any price sensitive information relating to these matters or the findings of the two special reviews.

By Order of the Board .
Jason C. W. Yenng ¢
Compa.ny Secretary

Hong Kang, 17th June, 2003
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