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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read the whole document before you decide to invest in
the Offer Shares.

We were incorporated on September 12, 2001. Our current corporate and operating
structure was established as a result of a comprehensive restructuring of the
commercial banking operations of the BOC HK Group, which became effective on
October 1, 2001. Our consolidated financial statements included elsewhere in this
prospectus have been prepared as if our current group structure and operations had
been in existence throughout the three years ended December 31, 2001. Our operating
and financial information presented in this prospectus in respect of any time prior to
October 1, 2001 reflect the commercial banking operations of the BOC HK Group.

OVERVIEW

We are a leading commercial banking group in Hong Kong. Through 343 branches,
434 ATMs and other delivery channels in Hong Kong, we offer a comprehensive range of
financial products and services to retail and corporate customers. BOCHK, our principal
operating subsidiary, is one of the three bank note issuing banks in Hong Kong. In addition, we
have 14 branches in Mainland China to meet the cross-border banking needs of our Hong Kong
and Mainland China customers. We are the second largest commercial banking group in Hong
Kong in terms of assets and customer deposits. At December 31, 2001, we were one of the two
largest lenders in Hong Kong. For the year ended December 31, 2001, our operating profit
before provisions and profit attributable to shareholders were HK$13,162 million and
HK$2,768 million, respectively. At December 31, 2001, we had total assets of
HK$766,140 million and shareholders’ funds of HK$52,170 million.

We have three principal lines of business:

® Retail banking. We are a leader in the retail banking sector in Hong Kong. At
December 31, 2001, we were the third largest home mortgage lender with a 16%
market share in terms of outstanding loans and one of the largest credit card issuers
in Hong Kong. We provide our retail customers with a comprehensive range of retail
banking products and services, including deposits, home mortgage loans, home
ownership scheme loans, remittances, credit cards, investment product services such
as securities, investment funds, insurance, foreign exchange, bullion trading and
personal wealth management services. We also offer a series of other retail products
and services to meet the diverse needs of our customers, including auto pay, safe
deposit boxes, direct debit services, trustee services and money exchange;

e Corporate banking. We are a leader in the corporate banking sector in Hong Kong.
At December 31, 2001, we were one of the two largest corporate lenders in
Hong Kong, with a 15.6% market share in terms of outstanding loans. We provide our
corporate and institutional customers with a variety of banking products and services,
including deposit products, loan products such as working capital finance, syndicated
loans, project finance and asset finance, and non-interest income-based products
and services such as syndicated loan arrangements, credit facility arrangements,
trade finance arrangements, cash management products and services, MPF services
and insurance agency services. We also offer other non-interest income-based
services to our corporate customers, including remittance services and securities
trading services; and
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e Treasury. We are one of the leading participants in the inter-bank money market in
Hong Kong. We also provide traditional treasury services to retail customers,
including foreign exchange and bullion trading, and were voted by Global Finance
magazine as one of the best foreign exchange banks in 2001. Through our treasury
operations, we participate in inter-bank money market transactions and provide order
execution services to our customers with respect to their foreign exchange and
derivative transactions. We also participate in capital markets transactions to effect
our securities investments and, to a limited extent, engage in proprietary trading,
primarily of foreign exchange and debt securities. In addition, we also provide other
treasury services to our customers, including real time price and customer order
execution services, currency option-linked deposit pricing and execution services and
bullion trading.

Through our relationship with BOC, we believe we are uniquely positioned to expand and
capture Mainland China related banking business by leveraging products of BOC’s non-
banking subsidiaries and affiliates in Hong Kong, including BOCI Securities and BOC
Insurance, and BOC’s extensive branch network and customer base in Mainland China and
globally.

THE RESTRUCTURING AND MERGER

We were incorporated on September 12, 2001 to hold the entire equity interest in BOCHK,
our principal operating subsidiary. On October 1, 2001, substantially all of the commercial
banking businesses and related assets and liabilities of nine entities previously within the
commercial banking operations of the BOC HK Group were transferred to Po Sang, whose
name was changed to Bank of China (Hong Kong) Limited on the same date. These included
the Hong Kong branch of BOC, the Hong Kong and Mainland China branches of the PRC
organized banks and one Hong Kong incorporated subsidiary bank of BOC. On the same date,
two additional Hong Kong incorporated subsidiary banks and a credit card subsidiary company
of BOC became subsidiaries of BOCHK. To realize the full benefits of the merger, we have also
undertaken a restructuring to integrate these merged operations and to enhance them in line
with leading market practices.

The Restructuring and Merger was undertaken to enhance shareholder value and to
achieve the following specific objectives:

e unify our brand identity;

® centralize our management;

® institute corporate governance in line with leading market practices;
e implement a customer-focused and sales-driven operating structure;

e reduce costs and improve efficiency through centralization of functions, elimination of
duplication and economies of scale;

e adopt more centralized, independent and comprehensive risk management systems
and practices in line with international standards;

e establish a technological and organizational infrastructure to enable us to achieve our
objectives; and

e streamline and rationalize our workforce, and motivate them to achieve higher
standards of performance.
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Rights, interests, benefits and liabilities under certain agreements, whose transfer is
governed by laws other than Hong Kong law, were not transferred by the Merger Ordinance
and required further steps to be taken in order to transfer them to BOCHK. With respect to a
small number of these transactions, where the transfer is yet to be fully completed, the
Restructuring and Merger may have constituted an event of default under the governing
transaction documents, as a result of which the agreements may be terminated at the discretion
of the counterparty and BOCHK would not receive the benefits of such agreements.
Termination of such agreements would currently not have a material impact on our financial
condition or results of operations.

OUR STRENGTHS
Our principal strengths include the following:
e the “Bank of China” brand, one of the most well-recognized brands in Hong Kong;
e aleading presence in the financial services market in Hong Kong;
e an extensive distribution network for banking products and services in Hong Kong;
e integrated financial services offerings and substantial cross selling opportunities; and

e a competitive advantage in Mainland China related banking businesses.

OUR STRATEGY

Our objective is to maximize shareholder value. To achieve this objective, we plan to
leverage our strengths and capitalize on the opportunities arising from the Restructuring and
Merger. Specifically, we intend to strengthen our position as one of the leading commercial
banking groups in Hong Kong and increase our profitability by focusing on the following
strategic initiatives:

® increase revenues through more effective cross selling;

e focus on high return product segments;

e improve profitability by optimizing our asset-liability mix and pricing;

® improve asset quality;

® enhance operating efficiencies;

® manage our capital base to maximize shareholders’ value;

® increase employee productivity and create a customer-focused culture; and

e capitalize on our relationship with BOC to better serve our customers and strengthen
our position in both the Hong Kong and the Mainland China financial services
markets.

RISK FACTORS

There are certain risks and considerations relating to an investment in the Offer Shares.
These can be categorized into (i) risks relating to our loan portfolio, (ii) risks relating to our
business, (iii) risks relating to the Restructuring and Merger, (iv) operational risks at BOC,
(v) risks relating to Hong Kong and Mainland China, (vi) risks relating to the banking industry
in Hong Kong and (vii) risks relating to the Global Offering. These risk factors and
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considerations are further described in the section headed ‘‘Risk Factors’’ and are summarized
as follows:

Risks Relating to Our Loan Portfolio

If we are unable to control and reduce the level of classified loans in our loan portfolio,
our financial condition and results of operations will be adversely affected.

The implementation of our enhanced credit approval, monitoring and evaluation
practices could result in downward reclassifications of loans and higher charges for
bad and doubtful debts, which would adversely affect our reported financial condition
and results of operations.

A continuing slowdown in loan growth would result in decreased revenues and
income and adversely affect our financial condition and results of operations.

Our outstanding loans are heavily concentrated in the property development sector,
the property investment sector and the wholesale and retail trade sector, and any
extended downturn in these sectors may adversely affect our financial condition and
results of operations.

Any significant decline in the value of the collateral securing our loans may adversely
affect our financial condition and results of operations.

The loan classification and provisioning system for Hong Kong banks is different in
certain respects from that in the United States and certain other countries.

Risk Relating to Our Business

Initiatives aimed at improving our asset quality, increasing our revenues and reducing
our costs may not be successful.

We are implementing enhanced risk management systems and practices and are in
the process of strengthening our internal audit and compliance functions, which may
not in all cases be effective and complete in the short term; any failure by us to
implement effectively, and any failure by our staff to follow consistently, our enhanced
risk management systems and practices and our contemplated compliance practices
may adversely affect our financial condition and results of operations.

Any substantial failure to carry out planned improvements in our information
technology infrastructure and in our management information systems properly or in a
timely manner could adversely affect our competitiveness, financial condition and
results of operations in the long run.

The highly competitive nature of the banking industry in Hong Kong could adversely
affect our profitability.

We will be controlled by BOC, whose interests may not always coincide with the
interests of our other shareholders.

Our ability to conduct our business may be affected by BOC’s credit exposure limits,
which may make our business less competitive and adversely affect our financial
condition and results of operations.

We may need additional capital in the future, and we cannot assure you that we would
be able to obtain such capital on acceptable terms, or at all.

Discontinuation of, or amendment to, the link of the Hong Kong dollar to the U.S.
dollar or devaluation of the Hong Kong dollar could adversely affect our liquidity
position as well as our financial condition and results of operations.

Our business is vulnerable to volatility in interest rates, which is beyond our control.

4
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e  Our liquidity may be adversely affected if a substantial portion of our depositors fails
to roll over deposited funds upon maturity.

e  QOur business, reputation and prospects may be adversely affected if we are not able
to detect and prevent fraud or other misconduct committed by our employees or
outsiders on a timely basis.

e Decreases in the value of our premises and investment properties may adversely
affect our financial condition and results of operations.

Risks Relating to the Restructuring and Merger

e Any failure to develop a new corporate and risk management culture within the Group
or to achieve the full integration of the operations of the entities that merged into
BOCHK on a timely basis could have an adverse effect on our ability to implement our
strategy and to realize fully the intended benefits of the Restructuring and Merger.

e  Our consolidated historical financial results may not be representative of our results
as a company with combined operations.

Operational Risks at BOC

e Recently reported incidents involving allegations of misconduct by BOC's officers and
customers, and any reports of similar incidents of misconduct in the future, may
adversely affect our business prospects as well as our share price, financial condition
and results of operations.

Risks Relating to Hong Kong and Mainland China

e An economic downturn in Hong Kong may materially and adversely affect our financial
condition and results of operations.

® Any deterioration in the economic and political environment in Mainland China or any
future exchange rate volatility relating to the Renminbi may materially and adversely
affect our financial condition and results of operations.

e New entrants in the Mainland China banking market as a result of the PRC joining the
WTO may increase competition and reduce our future profitability.

Risks Relating to the Banking Industry in Hong Kong

e Material changes in the regulations that govern us and our business activities may
adversely affect our business and future financial performance.

Risks Relating to the Global Offering

e [f an active market for the Shares and the ADSs fails to develop or be sustained, the
price of the Shares and the ADSs may fall.

e  Our actual financial performance may vary materially from the prospective financial
information contained in this prospectus, which may adversely affect the market price
of the Shares and the ADSs.

e  Future sales of substantial amounts of the Shares or ADSs in the public market could
adversely affect the prevailing market price of the Shares or ADSs.

BANK OF CHINA AND ITS RELATIONSHIP WITH US

BOC will indirectly control, immediately following the completion of the Global Offering,
over 70% of our issued Shares (assuming the Over-allotment Option is not exercised). BOC

5



SUMMARY

will be able to elect all members of the Board of Directors, may exercise significant influence
over our business and will be able to control matters requiring shareholders’ approval. BOC is
the PRC’s pre-eminent foreign exchange bank and one of the largest state-owned commercial
banks in the PRC.

BOC has restructured its commercial banking operations in Hong Kong to form the Group.
We provide services to, obtain services from, and enter into transactions with, BOC. All of these
relationships and transactions will be on an arm’s length basis and either on normal commercial
terms or on terms that are fair and reasonable so far as our shareholders are concerned and
established and conducted within the relevant regulatory requirements. After the Global
Offering, we intend to continue coordinating and cooperating with BOC on both strategic and
operational levels where such coordination and cooperation is in our best commercial interests.

While we intend to continue coordinating and cooperating with BOC on both strategic and
operational levels, we believe that we are financially independent from BOC and operate as a
separate legal entity.

Certain of our operations overlap with and/or are complementary to those of BOC and its
Associates. See the section headed “Bank of China and Its Relationship with Us —
Overlapping and Complementary Business” for further information. To the extent that we
compete with BOC or its Associates, we believe that our interests are adequately protected by
adhering to good corporate governance practices and the involvement of the independent non-
executive Directors.

DIRECTORS, SENIOR MANAGEMENT AND STAFF

The Board of Directors provides guidance and strategic direction with respect to our
operations and supervises our operations (other than those of Nanyang and Chiyu) through its
committees, comprising the audit committee, the risk management committee and the
remuneration committee. See the sections headed *‘Directors, Senior Management and Staff —
Audit Committee”, “‘Directors, Senior Management and Staff — Risk Management Committee”
and “Director, Senior Management and Staff — Remuneration Committee”” for further
information.

Our day-to-day operations are directed by our senior management. Our senior
management is comprised of our chief executive, our four deputy chief executives (separately
responsible for the retail banking, corporate banking and treasury, business planning and
finance and business support services strategic business units of the Group), our chief
financial officer, our chief risk officer and our company secretary. Our chief executive, our
deputy chief executives, our chief financial officer and our chief risk officer have significant
experience in the banking industry in Hong Kong and/or Mainland China. Our senior
management is remunerated by BOCHK and is incentivized to act in the best interests of the
Group. All of the foregoing members of our senior management team, including our chief
executive who is our only executive Director, are ordinarily resident in Hong Kong. See the
sections headed ‘‘Directors, Senior Management and Staff — Directors” and ‘‘Directors,
Senior Management and Staff — Other Senior Management Personnel” for further information
on our chief executive and senior management team.

Each of Nanyang and Chiyu continues to conduct its business as a separate legal entity
with its own operational structure. BOCHK maintains its supervision over the management of
Nanyang and Chiyu, in particular in the areas of finance, risk management, audit and classified
loan management, through its representation on their boards of directors.

6
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THE GLOBAL OFFERING

The Global Offering consists of (i) the Hong Kong Public Offering of an initial
229,843,500 Offer Shares and (ii) the International Offering of an initial 2,068,591,500 Offer
Shares (which may, at the option of investors, be delivered in the form of ADSs), each
representing 10% and 90%, respectively, of the total number of Offer Shares initially available in
the Global Offering.

The Offer Price is expected to be fixed by agreement among the Joint Global Coordinators
(on behalf of the Hong Kong Underwriters and the International Purchasers), BOC and the
Selling Shareholder, after consultation with us, on the Price Determination Date, when market
demand for the Offer Shares will be determined. If, for any reason, the Offer Price is not agreed
on or before July 20, 2002, the Global Offering will not proceed.

The Joint Global Coordinators (on behalf of the Hong Kong Underwriters and the
International Purchasers) may, with the consent of BOC, the Selling Shareholder and us,
reduce the number of Offer Shares and/or the indicative Offer Price range below that stated in
this prospectus (which is HK$6.93 to HK$9.50 per Offer Share) at any time prior to the morning
of the last day for lodging applications in the Hong Kong Public Offering. In such a case, a
notice of the reduction in the number of Offer Shares and/or the indicative Offer Price range will
be published in the South China Morning Post, the Hong Kong Economic Times and the Hong
Kong Economic Journal not later than the morning of the last day for lodging applications in the
Hong Kong Public Offering. Applicants in the Hong Kong Public Offering should note that in no
circumstances can applications be withdrawn once submitted, even if the number of Offer
Shares and/or the Offer Price range is subsequently so reduced.

Before submitting applications for Hong Kong Offer Shares, applicants should have
regard to the possibility that any announcement of a reduction in the number of Offer Shares
and/or the indicative Offer Price range may not be made and published until the last day for
lodging applications in the Hong Kong Public Offering.

Investors may apply for Hong Kong Offer Shares in the Hong Kong Public Offering or
apply, or indicate an interest, for Offer Shares and/or ADSs in the International Offering, but
may not do both.

The Hong Kong Public Offering is a fully underwritten public offer, subject to agreement as
to pricing and the other conditions described in the section headed “‘Structure of the Global
Offering — Conditions of the Global Offering”. An initial amount of 229,843,500 Offer Shares is
being offered in the Hong Kong Public Offering for sale to the public in Hong Kong.

For allocation purposes only, of the 229,843,500 Offer Shares initially being offered for
purchase in the Hong Kong Public Offering, (i) up to 22,983,500 Hong Kong Offer Shares
(representing 10% of the total number of Hong Kong Offer Shares initially being offered in the
Hong Kong Public Offering) will be available for purchase by full-time employees of the Group
(other than the Directors, the existing beneficial owners of the Shares or their respective
Associates) and (ii) no less than 206,860,000 Hong Kong Offer Shares (representing 90% of
the total number of Hong Kong Offer Shares initially being offered in the Hong Kong Public
Offering) will be available for purchase by the public.

Paragraph 3 of Practice Note 18 of the Listing Rules requires the total number of Hong
Kong Offer Shares pursuant to (ii) above to be divided equally into two pools: Pool A and
Pool B. All valid applications (other than those applications made pursuant to (i) above) that
have been received for Hong Kong Offer Shares to a value (excluding brokerage, the Securities
and Futures Commission transaction levy and the Stock Exchange trading fee payable
thereon) of HK$5 million or below will fall into Pool A and all valid applications (other than

7



SUMMARY

those applications made pursuant to (i) above) that have been received for Hong Kong Offer
Shares to a value (excluding brokerage, the Securities and Futures Commission transaction
levy and the Stock Exchange trading fee payable thereon) of more than HK$5 million will fall
into Pool B.

An application has been made for, and the Stock Exchange has granted, a waiver from
strict compliance with paragraph 3 of Practice Note 18 of the Listing Rules such that BOC, the
Selling Shareholder and the Joint Global Coordinators, after consultation with us, shall have
absolute discretion in determining the number of Hong Kong Offer Shares which shall comprise
each of Pool A and Pool B. The number of Hong Kong Offer Shares comprised in each of
Pool A and Pool B will initially be divided equally between the two pools. However, if demand
for Hong Kong Offer Shares falling within Pool A is significant or otherwise justified, and
irrespective of whether Pool B is undersubscribed or not, it is expected that the number of
Hong Kong Offer Shares comprising Pool A will be increased in order to increase the allocation
ratio of Pool A, with a view to allowing more Pool A applicants to receive allocations of Hong
Kong Offer Shares.

In accordance with Practice Note 18 of the Listing Rules, Hong Kong Offer Shares in each
of Pool A and Pool B are available on an equitable basis to applicants falling within each pool.

Applicants should be aware that applications in Pool B are likely to receive different
allocation ratios than applications in Pool A. Where either of the pools is undersubscribed, the
surplus Hong Kong Offer Shares will be transferred to satisfy demand in the other pool and be
allocated accordingly. Applicants can only receive an allocation of Hong Kong Offer Shares
from Pool A or Pool B but not from both pools. Multiple or suspected multiple applications and
any application for more than 100% of the Hong Kong Offer Shares initially available in either
Pool A or Pool B (that is, 103,430,000 Hong Kong Offer Shares) are liable to be rejected.

In addition, the number of Hong Kong Offer Shares comprised in Pool A and Pool B will not
be determined until after applications have been made. Following such determination,
applications in excess of the number of Hong Kong Offer Shares finally determined to be
comprised in Pool B (but not more than the initial maximum number) will be deemed to have
been made at the number of Hong Kong Offer Shares finally determined to be in Pool B.

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to
be put in place which would have the effect of increasing the number of Hong Kong Offer
Shares to certain percentages of the total number of Offer Shares offered in the Global Offering
if certain prescribed total demand levels are reached. An application has been made for, and
the Stock Exchange has granted, a waiver from strict compliance with paragraph 4.2 of
Practice Note 18 of the Listing Rules such that, in the event of over-applications, BOC, the
Selling Shareholder and the Joint Global Coordinators, after consultation with us, shall apply a
clawback mechanism following the closing of the application lists on the basis of factors
including, among other matters, the total demand in the Hong Kong Public Offering, with a view
to ensuring that applicants in the Hong Kong Public Offering are treated no less favorably than
they would otherwise have been under the clawback requirements as set out in Practice
Note 18 of the Listing Rules.

If a clawback mechanism is applied, the number of Offer Shares allocated to the
International Offering will be correspondingly reduced, in such manner as the Joint Global
Coordinators deem appropriate, and such additional Offer Shares will be allocated to the
Hong Kong Public Offering.

If the Hong Kong Public Offering is not fully subscribed, the Joint Global Coordinators
have the authority to reallocate all or any unsubscribed Hong Kong Offer Shares to the
International Offering.
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The final number of Hong Kong Offer Shares comprised in the Hong Kong Public
Offering, Pool A and Pool B, respectively, will, following the determination by BOC, the
Selling Shareholder and the Joint Global Coordinators, after consultation with the Company,
be published in the South China Morning Post, the Hong Kong Economic Times and the Hong
Kong Economic Journal on Tuesday, July 23, 2002 with the announcement of the Offer Price,
the level of indications of interest in the International Offering, the level of applications in the
Hong Kong Public Offering and the basis of allocations of the Hong Kong Offer Shares.

The results of allocations of the Hong Kong Offer Shares will be available through a
variety of channels from Tuesday, July 23, 2002. Further details are set out in the section
headed “Prospectus, Application Forms and Results of Allocations’.

The Selling Shareholder is expected to grant to the International Purchasers the Over-
allotment Option, exercisable by the Joint Global Coordinators (or any of them or their
respective affiliates) on behalf of the International Purchasers, within 30 days from the date on
which dealings in the Shares commence on the Stock Exchange, to require the Selling
Shareholder to sell up to an aggregate of 344,765,000 additional Shares (all or a portion of
which may be delivered in the form of ADSs), representing 15% of the Offer Shares initially
available in the Global Offering, at the Offer Price solely to cover over-allocations in the
International Offering, if any. The Joint Global Coordinators (or any of them or their respective
affiliates) may also cover these sales through the stock borrowing arrangements described in
the section headed “‘Structure of the Global Offering — Stabilization”.

In the event that the number of Offer Shares is reduced, the Over-allotment Option will be
correspondingly reduced such that it will be in respect of Shares representing no more than
15% of such reduced number of Offer Shares.

Full-time employees of the Group (other than the Directors, the existing beneficial owners
of the Shares and their respective Associates) will be entitled to apply for Hong Kong Offer
Shares on a preferential basis by using PINK Application Forms. Such employees will receive
no preference as to entittement of allocation in respect of applications for Hong Kong Offer
Shares made on WHITE, BLUE or YELLOW Application Forms.

We have applied to the Stock Exchange, and the Stock Exchange has accepted that,
pursuant to Rule 8.08(1) of the Listing Rules, the prescribed minimum percentage of Shares
which must be in the hands of the public is 15% because we have an expected market
capitalization at the time of listing of over HK$4,000 million and the number of Shares
concerned is expected to be sufficient to ensure that there is an open market in the Shares.

Further details of the structure of the Global Offering are set out in the section headed
“Structure of the Global Offering”.

RETAIL DISCOUNT

Certain individuals who satisfy the eligibility conditions in the section headed ‘‘Retail
Discount — Eligibility Conditions” who apply for Hong Kong Offer Shares in the Hong Kong
Public Offering using a WHITE and/or PINK Application Form will be eligible to receive the
Retail Discount. The Retail Discount will be available only in connection with Hong Kong Offer
Shares purchased in the Hong Kong Public Offering.

The Retail Discount is only available with respect to the first HK$5 million (excluding
brokerage, the Securities and Futures Commission transaction levy and the Stock Exchange
trading fee and before applying the Retail Discount) worth of Hong Kong Offer Shares
allocated in a successful application, rounded down to the nearest board lot.

Further details of the Retail Discount are set out in the section headed ‘‘Retail Discount’.
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING INFORMATION

Rule 8.06 of the Listing Rules requires that the latest financial period reported on by
PricewaterhouseCoopers, our auditors and reporting accountants, to have ended not more
than six months before the date of this prospectus. As the latest financial period reported on
by PricewaterhouseCoopers in the Accountants’ Report set out in Appendix | was the year
ended December 31, 2001, this prospectus must be dated no later than June 30, 2002 in
order to comply with the requirements of Rule 8.06. The Stock Exchange has granted us a
waiver with respect to this requirement.

The Directors confirm that they have performed sufficient due diligence on the Group to
ensure that there has been no material adverse change in the financial or trading position or
prospects of the Group from December 31, 2001 to the date of this prospectus and that there
has been no event since December 31, 2001 which would materially affect the information
shown in the Accountants’ Report set out in Appendix I.

You should read the summary consolidated financial and operating information set forth
below in conjunction with the Accountants’ Report set out in Appendix | and the section headed
“Financial Information”’. The summary profit and loss account information for the three years
ended December 31, 2001 and the summary balance sheet information at December 31, 1999,
2000 and 2001 set forth below are derived from the Accountants’ Report set out in Appendix I.
The basis of preparation is set out in note 2(a) to the Accountants’ Report.

Year ended December 31,
1999 2000 2001

HK$ HK$ HK$
(in millions, except for per share data)

Profit and Loss Account Data:

Interestincome. ... ... .. 51,409 55,449 38,307
Interest expense ......... .. ... (36,589) (39,403) (23,320)
Net interestincome ... ... ... .. .. .. .. 14,820 16,046 14,987
Other operating income'™ .. .. ... ... ... ... ... ... 4,661 4,652 4,022
Operating income ...t 19,481 20,698 19,009
Operating eXpenses .........vuiit i (6,334) (5,734) (5,847)
Operating profit before provisions ....................... 13,147 14,964 13,162
Charge for bad and doubtful debts....................... (9,966) (8,593) (7,412)
Operating profit after provisions ......................... 3,181 6,371 5,750
Non-operating gains (losses)® ... ... ................... 590 5 (2,017)
Profit before taxation ........ ... ... ... ... .. 3,771 6,376 3,733
Taxation .. ... (550) (1,178) (832)
Profit after taxation ......... ... ... ... .. ... 3,221 5,198 2,901
Minority interests . ... (154) (151) (133)
Profit attributable to shareholders........................ 3,067 5,047 2,768
Dividends ... ..o o 438 962 —
Earnings per share® .. ... .. .. . ... 0.058 0.095 0.052
Earnings per Share, as adjusted®) ....................... 0.290 0.477 0.262
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At December 31,
1999 2000 2001

HK$ HK$ HK$
(in millions, except for per Share data)

Balance Sheet Data:

AdVANCES . ..o 317,556 325,569 308,108
Total @ssets. ... 772,954 839,370 766,140
Average total assets........... ... .. i 816,778 830,331 810,702
Current, fixed, savings and other deposits of customers . .. 589,421 624,726 606,428
Total liabilities . . ... . 740,492 804,493 712,904
Shareholders’ funds ........ ... .. .. i 31,006 33,345 52,170
Minority interests . ... . 1,456 1,532 1,066
Average shareholders’ funds ............................ 30,367 32,176 37,889
Shareholders’ funds per share® ... ... ... ... ... ..... 0.59 0.63 0.99
Shareholders’ funds per Share, as adjusted® ............ 2.95 3.15 4.95

(1)

(2)

Consists primarily of net fee and commission income (including loan origination and syndication fees, securities,
brokerage commissions and credit card fees), net foreign exchange gain, net realized and unrealized gain from other
investments in securities, gross rental income from investment properties and dividend income.

Consists of direct costs relating to the Restructuring and Merger, including stamp duties and severance costs, net gain
and loss on the disposal or revaluation of fixed assets, net gains on the disposal of held-to-maturity securities and
investment securities, provisions and write-back of provisions for impairment in held-to-maturity securities and
investment securities, gains and losses on the disposal of subsidiaries, gain on the disposal of associates, provisions
for the impairment in associates and our share of net profit and losses of associates.

Earnings per share amounts have been computed by dividing profit attributable to shareholders by the number of
shares in issue at October 1, 2001, without taking into account the Share Consolidation which occurred on July 10,
2002.

Adjustment is made to give effect to the Share Consolidation, as if such Shares had been outstanding for all relevant
periods.

Shareholders’ funds per share amounts have been computed by dividing shareholders’ funds by the number of shares
in issue at October 1, 2001, without taking into account the Share Consolidation which occurred on July 10, 2002.
At or for the year ended
December 31,
1999 2000 2001
(in percentages and

ratios)

Financial Ratios:
Profitability ratios
Net interest margin . ... 193 206 1.95
Other operating income to operating income ........................ ... 239 225 21.2
Efficiency ratio (operating expenses to operating income) .............. 325 27.7 30.8
Return on average total assets'") .. ... . ... ... .. L. 039 063 0.36
Return on average shareholders’ funds'® .............................. — —  7.31
Asset and credit quality ratios
Specific provisions for bad and doubtful loans to loans to customers. .. .. 440 323 3.27
Specific provisions for bad and doubtful loans to non-performing loans. .. 346 31.7 298
Specific and general provisions for bad and doubtful loans to non-

performing 10ans ... ... 51.7 56.6 48.2
Classified loans to gross loans to customers ........................... 159 106 115
Classified loans less specific provisions for bad and doubtful loans as a

percentage of shareholders’ funds® ... ... .. .. ... ... ... .. .. ... .. ... — — 508
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Other ratios®

Capital adequacy ratio™ ... ... . ... ... ... — — 1438
Adjusted capital adequacy ratio'® ... ... ... .. ... — — 1457
Average liquidity ratio — BOCHK®™®) ... .. .. .. ... ... ... .. .. .. .. ........ — — 39.88

(1) Return on average total assets is calculated by dividing the profit after taxation with the average of the opening and
closing balance of total assets for the year.

(2) Figures for 1999 and 2000 are not presented as our shareholders’ funds increased substantially after the
Restructuring and Merger, and therefore a comparison with these years is not meaningful. Return on average
shareholders’ funds is calculated by dividing the profit attributable to shareholders with the average shareholders’
funds. Average shareholder’s funds is calculated as the average of the opening and closing balance of shareholders’
funds for the year (after adjusting for certain capitalization events).

(8) Other ratios are computed with respect to BOCHK and its subsidiaries and are derived from the Unaudited
Supplementary Financial Information set out in Appendix Il. You should read them in conjunction with the information
set out in Appendix II.

(4) As the Hong Kong branches of the Transferring Banks (other than Hua Chiao) were not required to maintain a
minimum capital adequacy ratio prior to the Restructuring and Merger, a comparison of the capital adequacy ratio and
adjusted capital adequacy ratio for 1999 and 2000 is not meaningful and accordingly is not presented.

(5) Prior to the Restructuring and Merger, the liquidity ratio of each of the Transferring Banks was managed on an
individual basis. As a result, the average liquidity ratios of BOCHK for the periods prior to the Restructuring and
Merger are not comparable and accordingly are not presented.

FORECASTS FOR THE YEAR ENDING DECEMBER 31, 2002

Forecast profit attributable to shareholders™ ... ............... not less than HK$6,281 million
Forecast earnings per Share'® () . . HK$0.594

(1) The bases and assumptions on which the above profit forecast has been prepared are set out in Appendix III.

(2)  The calculation of the forecast basic earnings per Share is based on the forecast profit attributable to shareholders for
the year ending December 31, 2002 assuming that the 10,572,780,266 Shares in issue prior to the Global Offering
were in issue throughout the year ending December 31, 2002. The calculation takes no account of any Shares which
may be issued upon the exercise of options granted under the Share Option Scheme or the Sharesave Plan or which
may be issued or repurchased pursuant to the Issue Mandate or the Repurchase Mandate, as the case may be, as
referred to in the section headed ‘‘Further Information About the Company — Written Resolutions of All the
Shareholders of the Company” in Appendix VI.

(3) There is no difference between basic and diluted forecast earnings per Share.

OFFER STATISTICS

Based on an Offer Based on an Offer
Price Price
of HK$6.93 per of HK$9.50 per
Offer Share!" Offer Share("
Market capitalization® . ......... ... ... ... ... ..... HK$73,269 million HK$100,441 million
Adjusted net tangible asset value per Share (after
dividend) @M HK$4.98 HK$4.98
Adjusted net tangible asset value per Share (before
dividend)® HK$5.16 HK$5.16
Prospective price/earnings multiple® ... .. .. ... ... 11.7 times 16.0 times

(1)  The Offer Price does not include brokerage of 1%, the Securities and Futures Commission transaction levy of 0.007%
and the Stock Exchange trading fee of 0.005%.

(2) The calculation of market capitalization is based on 10,572,780,266 Shares being in issue immediately following the
completion of the Global Offering, without taking into account any Shares which may be issued or repurchased
pursuant to the Issue Mandate or the Repurchase Mandate, as the case may be, as referred to in the section headed
“Further Information About the Company — Written Resolutions of All the Shareholders of the Company” in
Appendix VI.

12



SUMMARY

(3) The adjusted net tangible asset value per Share has been arrived at after making the adjustments referred to in the
section headed *‘Financial Information — Adjusted Net Tangible Assets’ on the basis of 10,572,780,266 Shares being
in issue immediately following the completion of the Global Offering, without taking into account any Shares which may
be issued or repurchased pursuant to the Issue Mandate or the Repurchase Mandate, as the case may be, as referred
to in the section headed *‘Further Information About the Company — Written Resolutions of All the Shareholders of
the Company” in Appendix VI.

(4) On June 28, 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 from January 1, 2002 to June 18, 2002. The total amount of this special
dividend was HK$1,935 million, which was paid by cash generated by our operations.

(5) The calculation of the prospective price/earnings multiple is based on the forecast earnings per Share of HK$0.594.

DIVIDEND POLICY

The Board of Directors may declare interim dividends at any time in accordance with the
Articles of Association. The Board of Directors anticipates that in the subsequent financial
years, subject to our financial performance, we will pay two dividends, if any, in respect of each
financial year with interim and final dividends payable in September and April, respectively.

On June 28, 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
from January 1, 2002 to June 18, 2002. The total amount of this special dividend was HK$1,935
million, which was paid by cash generated by our operations.

In the absence of unforeseen circumstances, the Board of Directors intends to
recommend a final dividend in respect of the year ending December 31, 2002, payable in or
around April 2003. The Board of Directors intends to set an initial dividend payout ratio of
approximately 60% to 70% of our profit attributable to shareholders with respect to the year
ending December 31, 2002. As we would not have been listed for the whole of the year ending
December 31, 2002, such dividend payment will be pro rated based on the period from the date
of listing to December 31, 2002.

Further details relating to dividends are contained in the section headed ‘Financial
Information — Dividend Policy’.

PROCEEDS OF THE GLOBAL OFFERING

The Selling Shareholder will receive all of the net proceeds of the Global Offering which
(after deducting the commissions and the estimated expenses payable by the Selling
Shareholder in connection with the Global Offering and without taking into account the Retalil
Discount, assuming the Over-allotment Option is not exercised and assuming an Offer Price of
HK$9.50 per Offer Share, being the maximum Offer Price) are estimated to be approximately
HK$20,764 million (or approximately HK$23,918 million if the Over-allotment Option is
exercised in full).

We will not receive any of the proceeds from the Global Offering.

There are risks associated with any investment. Some of the particular risks in investing in
the Offer Shares or ADSs are set out in the section headed ‘“‘Risk Factors’. You should read
that section carefully before you decide to invest in the Offer Shares or ADSs.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms shall have

the meanings set out below:

1999 Portfolio”

©2002 Portfolio”

2002 Sale Agreement”

“ADS”

“Application Forms”

“Appointed Time”
“Articles of Association”
“Associate”

“ATM”

“authorized institution”

“Bank of China’’ or “BOC”

“Bank of China Hong Kong
Branch”

“Banking Ordinance”

“Board’”’ or ‘“‘Board of
Directors”

“BOC (BVI)”

“BOC Cayman’
“BOC-CC”

the loans transferred to Zhong Gang in 1999 pursuant to a
number of sale agreements

the loans transferred to BOC Cayman pursuant to the 2002
Sale Agreement

the agreement dated June 26, 2002 entered into between BOC
Cayman and the Company relating to the sale of the 2002
Portfolio

an American depositary share issued by the Depositary
representing ownership of 20 Shares

WHITE, BLUE, YELLOW and PINK application forms or, where
the context so requires, any of them

October 1, 2001

the articles of association of the Company

has the meaning ascribed to ‘““associate” in the Listing Rules
automated teller machine

a bank, a restricted licence bank or a deposit-taking company
as such terms are defined in the Banking Ordinance

Bank of China, a state-owned commercial bank established
under the laws of the PRC

the business carried on by BOC in or from its branch in
Hong Kong, all existing Property and Liabilites of BOC
Hong Kong branch of whatsoever nature as recorded in or
created by any of the books and records of BOC and other
Property and Liabilities of BOC Hong Kong branch related
thereto, and such other Property and Liabilities as may be
agreed between BOCHK and BOC Hong Kong branch, other
than Excluded Property and Liabilities

the Banking Ordinance, Chapter 155 of the Laws of Hong
Kong, as amended

the board of directors of BOC Hong Kong (Holdings) Limited

BOC Hong Kong (BVI) Limited, a company incorporated
under the laws of the British Virgin Islands and a wholly owned
subsidiary of BOCHKG

the Cayman Islands branch of Bank of China

BOC Credit Card (International) Limited, a company
incorporated under the laws of Hong Kong and a wholly owned
subsidiary of BOCHK
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“BOC Group Trustee”

“BOC HK Group”

“BOCHK”

“BOCHKG”

“BOC Insurance’’

“BOC Investment

“BOC Life”

“BOCI”

“BOCI Asia”

“BOCI Capital”

“BOC Markets”
“BOC Markets Services

Agreement”

“BOCI-Prudential Manager”

“BOCI-Prudential Trustee”

BOC Group Trustee Company Limited, a company
incorporated under the laws of Hong Kong, in which the Group
and BOCI hold equity interests of 66% and 34%, respectively

has the meaning ascribed to it in the section headed “The
Restructuring and Merger — History of BOC’s Commercial
Banking Operations in Hong Kong”’ on page 55

Bank of China (Hong Kong) Limited (formerly known as
Po Sang), a company incorporated under the laws of
Hong Kong and a wholly owned subsidiary of the Company

BOC Hong Kong (Group) Limited, a company incorporated
under the laws of Hong Kong and a wholly owned subsidiary
of BOC

Bank of China Group Insurance Company Limited, a company
incorporated under the laws of Hong Kong and an indirect
wholly owned subsidiary of BOC

Bank of China Group Investment Limited, a company
incorporated under the laws of Hong Kong and a wholly owned
subsidiary of BOC

BOC Group Life Assurance Company Limited, a company
incorporated under the laws of Hong Kong and a wholly owned
subsidiary of BOC Insurance

BOC International Holdings Limited, a company incorporated
under the laws of Hong Kong and a wholly owned subsidiary
of BOC

BOCI Asia Limited, a company incorporated under the laws of
Hong Kong and a wholly owned subsidiary of BOCI

BOCI Capital Limited, a company incorporated under the laws
of Hong Kong and a wholly owned subsidiary of BOCI

has the meaning ascribed to it in the section headed ‘‘Bank of
China and Its Relationship with Us — Overlapping and
Complementary Business’ on page 166

has the meaning ascribed to it in the section headed ‘‘Bank of
China and Its Relationship with Us — Connected
Transactions’ on page 185

BOCI-Prudential Asset Management Limited, a company
incorporated under the laws of Hong Kong, in which BOCI
Asset Management Limited, a wholly owned subsidiary of
BOCI, and Prudential hold equity interests of 64% and 36%,
respectively

BOCI-Prudential Trustee Limited, a company incorporated
under the laws of Hong Kong, in which BOC Group Trustee
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“BOCI Securities”

“business day”’

“CBS”

“CCASS”

““China South Sea”

““China State”’

“Chip Bee”

“Chiyu”

“classified loans”

“Companies Ordinance”

[T}

“Company”’, “we’”’ or “us”

‘““connected person’’
‘““controlling shareholder”

“Credit Card Cooperation
and Services Agreement”

and Prudential hold equity interests of 64% and 36%,
respectively

BOCI Securities Limited, a company incorporated under the
laws of Hong Kong and an indirect wholly owned subsidiary of
BOCI

a day that is not a Saturday, Sunday or public holiday in
Hong Kong

Corporate Banking Service, our corporate banking online
delivery channel

the Central Clearing and Settlement System established and
operated by HKSCC

The China & South Sea Bank Limited, formerly a company
organized under the laws of the PRC and a wholly owned
subsidiary of BOC, which has been dissolved by merger into
BOC

The China State Bank, Limited, formerly a company organized
under the laws of the PRC and a wholly owned subsidiary of
BOC, which has been dissolved by merger into BOC

an institution registered in the PRC which has exercised its
beneficial interests in Chiyu collectively through Chip Bee
Private Institution (fAsr#E3£2K3H4:), Chip Bee Foundation
(4£3534) and other nominee shareholders historically
recognized by Chiyu and BOC

Chiyu Banking Corporation Limited, a company incorporated
under the laws of Hong Kong, in which BOCHK holds an equity
interest of 70.49%

loans in the “‘substandard”’, “doubtful”’ and ““loss’’ categories
as defined under the loan classification framework adopted by
the Hong Kong Monetary Authority

the Companies Ordinance, Chapter 32 of the Laws of
Hong Kong, as amended

BOC Hong Kong (Holdings) Limited, a company incorporated
under the laws of Hong Kong, and except where the context
otherwise requires, these references are to the Group

has the meaning ascribed to it in the Listing Rules
has the meaning ascribed to it in the Listing Rules

has the meaning ascribed to it in the Section headed “Bank of
China and Its Relationship with Us — Connected
Transactions” on page 180
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“Deed of Copyright
Assignment”

“Deed of Trust and
Indemnity”’

“Depositary”

“Derivatives Agreement

“Director(s)”’

“Eligibility Conditions”

‘““Estate Duty Ordinance”

“Eversound”

“Excluded Property and
Liabilities™

“GDP”

“Gold Fortune”

“Global Offering”
“Group”

“HIBOR”
“HKSCC”
““Hong Kong”

““Hong Kong Branches of the

PRC organized banks”

has the meaning ascribed to it in the section headed ‘“‘Bank of
China and Its Relationship with Us — Connected
Transactions’ on page 171

has the meaning ascribed to it in the section headed ‘“Bank of
China and Its Relationship with Us — Connected
Transactions’ on page 171

Citibank, N.A., as depositary in relation to the ADSs

has the meaning ascribed to it in the section headed ‘‘Bank of
China and Its Relationship with Us — Connected
Transactions” on page 172

the director(s) of BOC Hong Kong (Holdings) Limited

the conditions which must be met by applicants in order to
receive the Retail Discount, as further described in the section
headed ‘‘Retail Discount — Eligibility Conditions”

the Estate Duty Ordinance, Chapter 111 of the Laws of Hong
Kong, as amended

Eversound Investments Limited, a company incorporated
under the laws of Hong Kong, in which the Group holds an
equity interest of 99%

has the meaning ascribed to it in the section headed ‘‘Bank of
China and Its Relationship with Us — Connected
Transactions’” on page 170

gross domestic product

Gold Fortune Management Corporation, a company
incorporated under the laws of the British Virgin Islands and a
wholly owned subsidiary of BOC Investment

the Hong Kong Public Offering and the International Offering

the Company and its subsidiaries or, where the context so
requires in respect of any time prior to October 1, 2001,
BOCHK, Nanyang, Chiyu, BOC-CC, the Merging Branches and
the Undertaking of Hua Chiao (and their relevant subsidiaries)
which were transferred to BOCHK pursuant to the
Restructuring and Merger

Hong Kong inter-bank offered rate
Hong Kong Securities Clearing Company Limited
the Hong Kong Special Administrative Region of the PRC

the businesses carried on by the PRC organized banks in or
from their branches in Hong Kong, all existing Property and
Liabilities of the Hong Kong branches of the PRC organized
banks of whatsoever nature as recorded in or created by any
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““Hong Kong dollars™ or
iiHK$!7

““Hong Kong GAAP”
““Hong Kong Offer Shares”
““Hong Kong Public Offering”

“Hong Kong Underwriters”

““Hong Kong Underwriting
Agreement”

“Hua Chiao”

“ICAC”
“International Card”’

“International Offering”

of the books and records of the PRC organized banks and any
other Property and Liabilities of the Hong Kong branches of
the PRC organized banks related thereto, and such other
Property and Liabilities as may be agreed between
BOCHK and the relevant Hong Kong Branch of the PRC
organized banks, other than Excluded Property and Liabilities

Hong Kong dollars, the lawful currency of Hong Kong

generally accepted accounting principles in Hong Kong
the Offer Shares offered in the Hong Kong Public Offering

the offer for sale of the Hong Kong Offer Shares in Hong Kong
at the Offer Price and on and subject to the terms and
conditions of this prospectus and the Application Forms, as
further described in the section headed “‘Structure of the
Global Offering”

BOCI Asia Limited, Goldman Sachs (Asia) L.L.C., UBS
Warburg a business group of UBS AG, BNP Paribas Peregrine
Securities Limited, China Everbright Capital Limited, CLSA
Limited, The Hongkong and Shanghai Banking Corporation
Limited, BCOM Securities Company Limited, CEF Capital
Limited, Celestial Capital Limited, China Insurance Group
Securities Limited, Core Pacific-Yamaichi International (H.K.)
Limited, CSC Securities (HK) Limited, Dao Heng Securities
Limited, DBS Asia Capital Limited, First Shanghai Securities
Limited, Grand Cathay Securities (Hong Kong) Limited,
Guotai Junan Securities (Hong Kong) Limited, Hang Seng
Securities Limited, ICEA Capital Limited, Ka Wah Capital
Limited, KGI Asia Limited, Kingsway SW Securities Limited,
Shenyin Wanguo Capital (H.K.) Limited, South China
Securities Limited, Sun Hung Kai International Limited and Tai
Fook Securities Company Limited

the underwriting agreement relating to the Hong Kong Public
Offering dated July 12, 2002 entered into among BOC, the
Selling Shareholder, the Company, the Joint Gilobal
Coordinators and the Hong Kong Underwriters, as described
in the section headed ‘“‘Underwriting”

Hua Chiao Commercial Limited (formerly known as Hua Chiao
Commercial Bank Limited), a company incorporated under the
laws of Hong Kong, in which BOC holds an equity interest of
93.64%

Independent Commission Against Corruption
BOC’s Great Wall International Card

the offer for sale of certain Offer Shares (which may, at the
option of investors, be delivered in the form of ADSs) to
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DEFINITIONS

LX)

“International Purchasers

“International Purchase
Agreement”

“Issue Mandate”

“JETCO”

“Joint Global Coordinators”
or ““Joint Bookrunners”

“Joint Sponsors”

“Kincheng”

“Kwangtung”

“Kwangtung Shenzhen
Branch”

investors, as further described in the section headed
“Structure of the Global Offering”

BOCI Asia Limited, Goldman Sachs (Asia) L.L.C., UBS
Warburg a business group of UBS AG, Deutsche Bank AG,
Hong Kong Branch, Merrill Lynch Far East Limited, Morgan
Stanley & Co. International Limited, Nomura International plc,
Salomon Brothers International Limited, ABN AMRO
Rothschild, Cazenove Asia Limited, Daiwa Securities SMBC
Hong Kong Limited, Fox-Pitt, Kelton N.V., ING Bank N.V.,
J.P. Morgan Securities Limited, Lehman Brothers Securities
Asia Limited and SG Securities (HK) Limited

the international purchase agreement relating to the
International Offering, expected to be entered into on or about
July 20, 2002, among BOC, the Selling Shareholder, the
Company and the International Purchasers, as described in
the section headed “Underwriting”

the general and unconditional mandate granted to the
Directors by the shareholders of the Company, as further
described in the section headed ‘‘Further Information About
the Company — Written Resolutions of All the Shareholders of
the Company’”’ in Appendix VI

Joint Electronic Teller Services Limited

BOCI, Goldman Sachs (Asia) L.L.C. and UBS Warburg a
business group of UBS AG, in their capacities as Joint Global
Coordinators and/or Joint Bookrunners, as the context may
require

BOCI Asia, Goldman Sachs (Asia) L.L.C. and UBS Warburg
Asia Limited

Kincheng Banking Corporation, formerly a company organized
under the laws of the PRC and a wholly owned subsidiary of
BOC, which has been dissolved by merger into BOC

The Kwangtung Provincial Bank, formerly a company
organized under the laws of the PRC and a wholly owned
subsidiary of BOC, which has been dissolved by merger into
BOC

the business carried on by Kwangtung in or from its branch in
Shenzhen in Mainland China, all existing Property and
Liabilities of the Shenzhen branch of Kwangtung of
whatsoever nature as recorded in or created by any of the
books and records of Kwangtung and any other Property and
Liabilities of the Shenzhen branch of Kwangtung related
thereto, and such other Property and Liabilities as may be
agreed between BOCHK and Kwangtung Shenzhen Branch,
other than Excluded Property and Liabilities
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DEFINITIONS

“Legal Tender Notes Issue

Ordinance”
“Legislative Council”

“Liabilities”

“LIBOR”

“Listing Rules”

“Loan Deed”

“Macau’’
“Mainland China”

“Memorandum of
Association”

“Merger Agreement”

“Merger Agreement (as

supplemented)”

“Merger Ordinance”

““Merging Branches”

“MPF”
“MPF Ordinance”

“Nanyang”

“National Commercial”

“NBCE”

““non-performing loans”

“occ”

the Legal Tender Notes Issue Ordinance, Chapter 65 of the
Laws of Hong Kong (as amended)

the Legislative Council of Hong Kong

includes duties and obligations of every description (whether
present or future, actual or contingent)

London inter-bank offered rate

the Rules Governing the Listing of Securities on the Stock
Exchange

has the meaning ascribed to it in the section headed ‘“‘Bank of
China and its Relationship with Us — Connected
Transactions’ on page 173

the Macau Special Administrative Region of the PRC
the mainland of the PRC

the memorandum of association of the Company

the agreement dated May 31, 2001 entered into among the
Transferring Banks and BOCHK

the Merger Agreement as supplemented by the Supplemental
Merger Agreement

the Bank of China (Hong Kong) Limited (Merger) Ordinance,
Chapter 1167 of the Laws of Hong Kong

has the meaning ascribed to it in the section headed “The
Restructuring and Merger’” in Appendix VI on page VI-4

mandatory provident fund

the Mandatory Provident Fund Schemes Ordinance,
Chapter 485 of the Laws of Hong Kong, as amended

Nanyang Commercial Bank, Limited, a company incorporated
under the laws of Hong Kong and a wholly owned subsidiary
of BOCHK

The National Commercial Bank Limited, formerly a company
organized under the laws of the PRC and a wholly owned
subsidiary of BOC, which has been dissolved by merger into
BOC

“non-bank Chinese entity” as defined by the Hong Kong
Monetary Authority

loans and advances to customers on which interest is placed
in suspense or on which interest accrual has ceased

the United States Office of the Comptroller of Currency
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DEFINITIONS

“Offer Price”

“Offer Shares”
“ORSO0O schemes”

“Over-allotment Option”

“PBOC”

“Personal Data (Privacy)
Ordinance”

“Po Sang”

“Pooling Funds”

“PRC”

“PRC organized banks”

“Pre-Listing Share Option

Scheme”’

“Price Determination
Agreement”

“Price Determination Date”

the final Hong Kong dollar price per Offer Share (exclusive of
brokerage, the Securities and Futures Commission transaction
levy and the Stock Exchange trading fee) at which Offer
Shares are to be sold in the Hong Kong Public Offering, to be
determined as described in the section headed ‘‘Structure of
the Global Offering”

the Shares offered in the Global Offering
occupational retirement schemes

the option to be granted by the Selling Shareholder to the
International Purchasers, exercisable by the Joint Gilobal
Coordinators on behalf of the International Purchasers, to
require the Selling Shareholder to sell up to an aggregate of
344,765,000 additional Shares (all or a portion of which may
be delivered in the form of ADSs) solely to cover
over-allocations in the International Offering, if any, as
described in the section headed “'Structure of the Global
Offering”

the People’s Bank of China, the central bank of the PRC

the Personal Data (Privacy) Ordinance, Chapter 486 of the
Laws of Hong Kong, as amended

Po Sang Bank Limited, now known as BOCHK

has the meaning ascribed to it in the section headed
“Relationship with the Bank of China — Connected
Transactions’ on page 183

the People’s Republic of China, but for the purposes of this
prospectus only (unless otherwise indicated) excludes Hong
Kong, Taiwan and Macau

Kwangtung, Sin Hua, China South Sea, Kincheng, China State,
National Commercial and Yien Yieh

the pre-listing share option scheme adopted by the Selling
Shareholder, the principal terms of which are summarized in
the section headed “Pre-Listing Share Option Scheme” in
Appendix VI

an agreement to be entered into on the Price Determination
Date among the Joint Global Coordinators (on behalf of the
Hong Kong Underwriters and the International Purchasers),
BOC and the Selling Shareholder

the date, expected to be on or before July 20, 2002, on which
the offer prices of the Offer Shares and the ADSs are to be
fixed by agreement among the Joint Global Coordinators (on
behalf of the Hong Kong Underwriters and the International
Purchasers), BOC and the Selling Shareholder, after
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DEFINITIONS

“Property”

“Prudential”
“QIBs”
“Regulation S”’
“Renminbi Card”

“Repurchase Mandate”

“Restructuring and Merger”

““Retail Discount”

“RMB” or “Renminbi”’
“Rule 144A”
“SDI Ordinance”

““Securities Ordinance”

“Selling Shareholder”

“Services and Relationship
Agreement”

“Share(s)”

““Share Consolidation”

““Share Option Scheme”

consultation with the Company, for the purposes of the Hong
Kong Public Offering and the International Offering

property and assets of every description wheresoever situate
and rights of every description (whether present or future,
actual or contingent), and includes property held on trust or in
a fiduciary capacity and various types of security interests,
benefits and powers of every description

Prudential Corporation Holdings Limited

qualified institutional buyers within the meaning of Rule 144A
Regulation S under the U.S. Securities Act

BOC’s Great Wall Renminbi Card

the general and unconditional mandate granted to the
Directors by the shareholders of the Company, as further
described in the section headed ‘‘Further Information About
the Company — Written Resolutions of All the Shareholders of
the Company’’ in Appendix VI

the restructuring and merger as described in the section
headed “The Restructuring and Merger”

the retail discount available to eligible applicants in the Hong
Kong Public Offering, as further described in the section
headed “‘Retail Discount”

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

the Securities (Disclosure of Interests) Ordinance,
Chapter 396 of the Laws of Hong Kong, as amended

the Securities Ordinance, Chapter 333 of the Laws of Hong
Kong, as amended

BOC Hong Kong (BVI) Limited, a company incorporated
under the laws of the British Virgin Islands and a wholly owned
subsidiary of BOCHKG

has the meaning ascribed to it in the section headed ‘‘Bank of
China and |Its Relationship with Us — Connected
Transactions’ on page 184

ordinary share(s) of HK$5.00 each in the capital of the
Company

has the meaning ascribed to it in the section headed “‘Further
Information About the Company — Changes in Share Capital”
in Appendix VI on page VI-1

the share option scheme conditionally approved and adopted
by the shareholders of the Company on July 10, 2002, the
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DEFINITIONS

“Share Registrar”

“Sharesave Plan”

“Sin Chiao”

“Sin Hua”

“Sin Hua Shenzhen Branch”

“SME”

““Stamp Duty Ordinance”
‘“Standard Chartered”
““Stock Exchange”
“Strategic Placing
Agreement”
‘““substantial shareholder”

“Sun Chung”

“Supplemental Merger
Agreement”

“Trademark Licence
Agreement”

principal terms of which are summarized in the section headed
““Share Option Scheme’ in Appendix VI

Computershare Hong Kong Investor Services Limited

the sharesave plan conditionally approved and adopted by the
shareholders of the Company on July 10, 2002, the principal
terms of which are summarized in the section headed
“Sharesave Plan’ in Appendix VI

Sin Chiao Enterprises Corporation Limited, a company
incorporated under the laws of Hong Kong and a wholly owned
subsidiary of BOCHK

Sin Hua Bank Limited, formerly a company organized under
the laws of the PRC and a wholly owned subsidiary of BOC,
which has been dissolved by merger into BOC

the business carried on by Sin Hua in or from its branch in
Shenzhen in Mainland China, and all existing Property and
Liabilities of the Shenzhen branch of Sin Hua of whatsoever
nature as recorded in or created by any of the books and
records of Sin Hua and any other Property and Liabilities of the
Shenzhen branch of Sin Hua related thereto, and such other
Property and Liabilities as may be agreed between
BOCHK and Sin Hua Shenzhen Branch, other than Excluded
Property and Liabilities

small and medium-sized enterprise

the Stamp Duty Ordinance, Chapter 117 of the Laws of Hong
Kong, as amended

Standard Chartered Bank, a company incorporated under the
laws of England and Wales

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in the section headed
“Structure of the Global Offering — Strategic Placing” on
page 257

has the meaning ascribed to it in the Listing Rules

Sun Chung Property Management Company Limited, a
company incorporated under the laws of Hong Kong and an
indirect wholly owned subsidiary of BOC Investment

the supplemental agreement to the Merger Agreement dated
September 30, 2001 entered into among the parties to the
Merger Agreement, BOCHKG, BOC (BVI) and the Company

has the meaning ascribed to it in the section headed ‘‘Bank of
China and Its Relationship with Us — Connected
Transactions’ on page 171
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DEFINITIONS

“Transferring Banks”

“Undertaking of Hua Chiao’

“U.S.” or “United States”
“U.S. dollars” or “US$”
“US GAAP”

“U.S. Securities Act”
“WTO”

“Yien Yieh”

“Zhejiang Bank”

“Zhong Gang”

BOC, the PRC organized banks and Hua Chiao

the business and all existing Property and Liabilities of Hua
Chiao of whatsoever nature, other than Excluded Property and
Liabilities

the United States of America

United States dollars, the lawful currency of the United States
generally accepted accounting principles in the United States
the United States Securities Act of 1933, as amended

the World Trade Organization

The Yien Yieh Commercial Bank Limited, formerly a company
organized under the laws of the PRC and a wholly owned
subsidiary of BOC, which has been dissolved by merger into
BOC

Zhejiang Commercial Bank Limited, a PRC Sino-foreign joint
venture bank, in which Nanyang and BOC hold equity interests
of 25% and 40%, respectively

Zhong Gang (Cayman) Company Limited, a company

incorporated under the laws of the Cayman lIslands and a
wholly owned subsidiary of BOC

Unless otherwise indicated, the information in this prospectus assumes that the Over-
allotment Option is not exercised.

For the purpose of illustration only and unless otherwise specified in this prospectus,
amounts denominated in RMB have been translated into HK$ at the rate of RMB1.0614 =
HK$1.00 and amounts denominated in US$ have been translated into HK$ at the rate of

US$1.00 = HK$7.80.
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RISK FACTORS

In evaluating an investment in the Offer Shares or the ADSs, potential investors should
consider carefully all the information in this prospectus, including the risk factors set out below.

RISKS RELATING TO OUR LOAN PORTFOLIO

If we are unable to control and reduce the level of classified loans in our loan portfolio, our
financial condition and results of operations will be adversely affected.

Our results of operations have been, and continue to be, negatively impacted by our non-
performing loans. At December 31, 2001, our gross classified loans were HK$37,086 million,
which represented 11.5% of our loans to customers. At December 31, 2001, our general
provision and specific provision for bad and doubtful debts were HK$6,538 million and
HK$10,576 million, respectively. For the three years ended December 31, 1999, 2000 and 2001,
the charge for bad and doubtful debts in connection with our loans was HK$9,958 million,
HK$8,563 million and HK$7,423 million, respectively, representing approximately 75.7%, 57.2%
and 56.4%, respectively, of our operating profit before provisions for the same periods. The
portion of our loans which is classified is higher than that of our principal competitors in Hong
Kong.

In 1999, we sold approximately HK$25,414 million gross book value of classified loans
with associated provisions of HK$5,363 million to Zhong Gang, a wholly owned subsidiary of
BOC. In the absence of this sale, our reported classified loans, cumulative provisions and
charges for bad and doubtful debts for 1999, 2000 and 2001 would have been higher. In
addition, on June 26, 2002, we sold to BOC Cayman a portfolio of HK$7,344 million gross book
value of classified loans. On a pro forma basis, after giving effect to the transfer of the 2002
Portfolio as if it had occurred on December 31, 2001, we would have had classified loans
totaling HK$29,540 million and a classified loan ratio of 9.5% at December 31, 2001. Our
historical data for classified loans and related charges for bad and doubtful debts may not
reflect the full extent of any deterioration in our asset quality and, as a result, any historical
trends with respect to our classified loans must be viewed in light of the 1999 classified loan
dispositions.

Our provisions may not be adequate to cover any further increase in the amount of
classified loans or any future deterioration in the overall credit quality of our loan portfolio,
including the value of the underlying collateral. In particular, the amount of our reported loan
losses may increase in the future as a result of growth in our loan portfolio or factors beyond
our control, such as the impact of macroeconomic trends and political events affecting Hong
Kong. Moreover, in connection with its periodic examinations of our operations, the Hong Kong
Monetary Authority has in the past required, and may in the future require, us to change the
classification of some of our loans, which may increase our level of classified loans. If we are
unable to control and reduce the level of our classified loans, our financial condition and results
of operations will be adversely affected.

The implementation of our enhanced credit approval, monitoring and evaluation practices
could result in downward reclassifications of loans and higher charges for bad and doubtful
debts, which would adversely affect our reported financial condition and results of
operations.

Prior to the Restructuring and Merger, each member bank of the BOC HK Group had
formulated its own credit approval, monitoring and evaluation practices for provisioning
purposes, which generally followed the guidelines of the Hong Kong Monetary Authority. In
implementing these practices, some member banks paid more attention to the status of
overdue payments and collateral, which may have led to inconsistencies in loan classification,
inadequate assessment of the repayment ability of the borrowers and guarantors, inadequate
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RISK FACTORS

collateral valuations, inappropriate loan restructuring and rolling over of classified loans. We
believe that, as a result of the inconsistencies in implementing these practices among the
member banks, the reported levels of our classified loans and related charges for bad and
doubtful debts may have been lower than that which would have been reported by other leading
commercial banks. Our historical classified loan and related charges for bad and doubtful debts
data may not, as a result, reflect the full extent of any deterioration in our asset quality. As part
of our efforts to further improve our asset quality control and review procedures, we have
enhanced our credit monitoring and evaluation practices and their implementation. The
implementation of these enhanced practices could result in downward reclassifications of loans
and higher charges for bad and doubtful debts. Any increase in our reported classified loans,
downward reclassification of loans and charges for bad and doubtful debts as a result of these
steps will adversely affect our reported financial condition and results of operations. See the
section headed “‘Description of Our Assets and Liabilities — Assets — Classified Loans —
Historical Factors Impacting Our Classified Loans, Provisions and Write-Offs’’.

A continuing slowdown in loan growth would result in decreased revenues and income and
adversely affect our financial condition and results of operations.

Our net loans to customers increased 2.4% in 2000 and decreased 4.5% in 2001. A major
reason for this decline was the slowdown in economic activity in Hong Kong in 2001 compared
to 2000. In addition, the economies of the United States and certain other developed countries
also experienced a significant slowdown in 2001, which was exacerbated by the terrorist
attacks in the United States in September 2001. Although the Hong Kong government has
stated that it expects the Hong Kong economy to experience GDP growth of 1% in 2002 and 3%
in the medium term as compared to 0.2% in 2001, we do not expect significant real growth in
our loan portfolio until the Hong Kong economy recovers, and we believe a recovery in the
Hong Kong economy depends in part upon the economic performance of the United States and
Mainland China, as well as certain other developed countries. In addition, our adoption, and
more consistent and stringent implementation, of enhanced credit risk management systems
and practices may result in a reduction in loans to be made to our customers. A continued
slowdown in loan growth may result in decreased revenues and income and adversely affect
our financial condition and results of operations.

Our outstanding loans are heavily concentrated in the property development sector, the
property investment sector and the wholesale and retail trade sector, and any extended
downturn in these sectors may adversely affect our financial condition and results of
operations.

At December 31, 2001, approximately 15.2%, 9.4% and 7.6% of our loans to customers
were concentrated in the property investment sector, the property development sector and the
wholesale and retail trade sector, respectively. At the same date, approximately 24.6%, 7.3%
and 17.8% of our classified loans were concentrated in these three sectors, respectively. In
addition, at the same date, approximately 25.8% and 6.3% of our loans to customers were
concentrated in home mortgage loans and home ownership scheme loans, respectively. The
Hong Kong property market is cyclical and property prices in general have been volatile. Since
1997, the property development and property investment sectors in Hong Kong have been
adversely affected by significant declines in property prices and transaction volumes. The
wholesale and retail trade sector has in recent years been adversely affected by the general
slowdown of economic activity in Hong Kong. An extended downturn in these sectors may
reduce the borrowing activities in these sectors, increase the levels of our classified loans and
related charges for bad and doubtful debts, reduce our net profit and adversely affect our
financial condition and results of operations.
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Any significant decline in the value of the collateral securing our loans may adversely affect
our financial condition and results of operations.

A substantial portion of our loans is secured by real estate and other assets in Hong Kong.
At December 31, 2001, approximately 57.1% of the aggregate principal amount of our classified
loans was covered by collateral based on the recorded appraised value of such collateral at
that date. We expect that further downward adjustments to the value of the collateral securing
our loans may be required. In addition, these collateral values may continue to decline until the
Hong Kong economy recovers or the property market improves. Any decline in the value of the
collateral securing our loans may result in an increase in our charges for bad and doubtful
debts and a reduction in the recovery from collateral realization, which may reduce our net
profit and capital and may adversely affect our financial condition and results of operations.

The loan classification and provisioning system for Hong Kong banks is different in certain
respects from that in the United States and certain other countries.

The banking industry in Hong Kong is primarily regulated by the Hong Kong Monetary
Authority. The Hong Kong Monetary Authority’s guidelines state that the principal determination
in classifying a loan should be a judgment based on an assessment of the borrower’s capacity
to repay and on the degree of doubt about the collectibility of the principal or interest on a loan.
These guidelines may be different from the standards employed by banks in the United States
and certain other countries. Consequently, banks in the United States and certain other
countries may recognize levels of provisions on loans which may be different from banks in
Hong Kong.

Hong Kong banks also typically write off classified loans only after all legally available
avenues for recovery have been taken, and this may result in loans being written off at a later
stage than would be the case for banks in the United States and certain other countries. The
possible delay in writing off classified loans of banks in Hong Kong may result in a higher level
of classified loans and associated loan provisions than that of banks in the United States and
certain other countries.

RISKS RELATING TO OUR BUSINESS

Initiatives aimed at improving our asset quality, increasing our revenues and reducing our
costs may not be successful.

As part of the Restructuring and Merger, we have recently commenced developing and
implementing a number of initiatives to improve our asset quality, increase our revenues and
reduce our costs. See the section headed ““Business — Our Strategy’’.

We cannot assure you that these initiatives will be successful or that we will realize the
intended benefits of these initiatives generally or within our desired time frame. The failure of,
or any delay in realizing the intended benefits of, these or other initiatives may adversely affect
our business, financial condition and results of operations.

We are implementing enhanced risk management systems and practices and are in the
process of strengthening our internal audit and compliance functions, which may not in all
cases be effective and complete in the short term; any failure by us to implement effectively,
and any failure by our staff to follow consistently, our enhanced risk management systems
and practices and our contemplated compliance practices may adversely affect our financial
condition and results of operations.

Prior to the Restructuring and Merger, each of the member banks of the BOC HK Group
was responsible for its own risk management and conducted its own risk management within
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the guidelines prescribed by BOC and under the direct supervision of Bank of China Hong
Kong — Macau Regional Office. Although the member banks followed certain common risk
management standards and practices, such as unified credit rating and loan provisioning
standards, the different risk management cultures and practices among these member banks
led to a lack of uniformity in the implementation of these standards. Similarly, internal audit and
compliance functions at the member banks were relatively independent and of uneven
effectiveness. Deficiencies in these areas led to lapses in compliance with laws, regulations and
regulatory guidelines by the member banks. As part of the Restructuring and Merger, we have
enhanced our risk management control systems and practices and are in the process of
strengthening our internal audit and compliance functions. The implementation of these
changes is, however, ongoing and our ability to monitor compliance with these new controls
through effective reporting practices may not be fully effective in all cases. Moreover, in light of
the historical credit control and compliance practices of the member banks of the BOC
HK Group prevailing prior to the Restructuring and Merger, our staff may require a longer
period of time to adjust to these new or prospective controls and compliance practices, and we
cannot assure you that our staff will be able to follow consistently these new controls and
complete the process of strengthening our compliance practices in the short term. See the
section headed ‘‘Business — Risk Management”. Failure to implement effectively or follow
consistently our enhanced risk management systems and practices or our contemplated
compliance practices may adversely affect our financial condition and results of operations.

Any substantial failure to carry out planned improvements in our information technology
infrastructure and in our management information systems properly or in a timely manner
could adversely affect our competitiveness, financial condition and results of operations in
the long run.

Our ability to remain competitive will depend in part on our ability to upgrade our
information technology infrastructure on a timely and cost effective basis. In particular, we must
make significant investments and improvements in our information technology infrastructure in
order to remain competitive. In addition, the information available to and received by our
management through our existing information systems may not be timely and sufficient for our
management to manage risks and plan for and respond to market and other developments in
our current operating environment. As a result, we intend to upgrade significantly our
information technology infrastructure and management information systems. Any substantial
failure to improve or upgrade our information technology infrastructure and management
information systems properly or on a timely basis could adversely affect our competitiveness,
financial condition and results of operations in the long run.

The highly competitive nature of the banking industry in Hong Kong could adversely affect
our profitability.

The Hong Kong banking industry is increasingly competitive. We face competition from
other Hong Kong incorporated banks and branches of international banks, some of which may
have greater financial, management and other resources than we do. Many of these banks
compete with us for substantially the same loan, deposit and fee customers. Moreover,
international financial institutions have been establishing or strengthening their presence, and
larger Hong Kong-based financial institutions have been consolidating their market position, in
the Hong Kong banking market through acquisitions of banks, finance companies and stock
brokerage firms. In addition, we compete for customers with restricted licence banks, deposit-
taking companies and insurance companies. Furthermore, we compete with consumer finance
companies for retail banking customers, and investment banks and other financial
intermediaries for investment and fund raising customers. This intense competition has in
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recent years contributed in part to declining interest margins and consolidation in the banking
industry in Hong Kong. Increasing competition could adversely affect our financial condition
and results of operations by, among other things:

® reducing our market share in our principal lines of business;
® reducing the growth of our loan portfolio;

e decreasing our net interest margins and spreads;

® reducing the returns from new products or services; or

® increasing non-interest expenses, such as sales and marketing expenses.

We will be controlled by BOC, whose interests may not always coincide with the interests of
our other shareholders.

Immediately following the completion of the Global Offering (assuming that the Over-
allotment Option is not exercised), BOC will indirectly control over 70% of our issued Shares.
Accordingly, BOC may be able to exercise significant influence over our business and will be
able to control matters requiring shareholders’ approval, including:

e the election of Directors;

e our merger or consolidation with other entities;

e the timing and amount of our dividend payments; and

e other actions that require the approval of our shareholders.

The interests of BOC as our ultimate controlling shareholder could conflict with the
interests of our other shareholders.

In addition, we may compete with BOC as we pursue business opportunities in Mainland
China. Any such competition may have an adverse effect on our business, financial condition
and results of operations by reducing our revenues or raising our operating costs, or both, and
by inhibiting our ability to cooperate effectively with BOC in the development of our Mainland
China related business. See the section headed ‘“‘Bank of China and Its Relationship with Us —
Overlapping and Complementary Business” for further information.

Our ability to conduct our business may be affected by BOC’s credit exposure limits, which
may make our business less competitive and adversely affect our financial condition and
results of operations.

As a subsidiary of BOC, our ability to extend credit to a customer or counterparty of BOC
may be constrained by BOC’s overall credit exposure limits and specific credit exposure limits
to that customer or counterparty. Any constraint on our ability to conduct operations in our best
economic interest may make our business less competitive, as well as adversely affect our
financial condition and results of operations.

We may need additional capital in the future, and we cannot as