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FRARIRTT

CER) Z— BT > 48658 TESERIT(17) s K TEKE(18), EARA
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2. SEHETELAGE - CES) TwiHsdEiEE - SHEZENMEE TS
FTAZBR TR -

3. (ER) FrfEdiny " IRTAE - TR RWBEEET > F/NRTT
EEEREE - F—EBETT > BAEE I A g A (R T) FEIE H 3%
o ATREIEEFRUHRE CES) 27N~ HAvIEEkE -
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PLEGIF- ISR TSR s s 1 CES) BHBE A EEES -

e fE:

[ PEE S Higk$2.2 > 1% BhES 2

Z1$150 LUNHY CES) ARILIEEARSE > FralE i 07 4F ~ 08 FHYAEAE - 1F
RGEENEEE - KiiSERE > SELSEHAIGEITE ~ (THFREAE - PRI

HARHRHES - A HE -
[ #H S AH#S BUHE, I EFIRHVEE?

Z i o0 AR - AR CES) fymE - 8 (S HEE "X
NZEIME > —AREIAIEER - CRECKATR TS LEA T iz UlE
Gt T SR RIIESE o T HERERER ) DB AT ERIEE | ST
SHUHE - BEE RBRET\F - (EBS) HAEZFREER > MkEEE—H
W - ShH > &ENBE(EREMaEIAE R > (ES) EHedsk  FF
M AHEL -

fi:General provision (##f#) is taxable. HSBC would not gain any tax shield
here.

& It's not justifised for any company to have provision if it's taxable. Then
everyone would like to avoid provision as much as possible.

fifl: "Accounting profit" is not equivilent to "taxable profit"."Provision" arouse
from the accounting concept of "purdence”.Taxable profit is based on the
Inland Revenue Ordinance but not accounting standard.

& I'm sorry, | don't understand.According to HSBC report,
http://a248.e.akamai.net/7/248/3622/38c7e28a6fadd8/www.img.ghg.hsbc.com
/public/groupsite/assets/investor/hsbc2006ir0.pdf P.12, there is "loan
impairment and other credit risk provision” between "total operating income" or
"operating profit". The pointis whether tax is in relation to operating income or
profit. By my working experience, | wrote off part of value of trading stock(asset)
annually. It's an expense leading to lower level of operating profit and then
less tax. However, the stock with no or less value may be very profitable next
year. It seems the same case for bank to write off part of loan value(asset) of
debtors. Itis of prudence concept. "Provision” means expense or loss to
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bank but not revenue. | cannot see the reason for a company to pay tax for
operating expense.

[t: ¥ (provision) JrRifd : —fEHl specific provision - H[If% " EAULTEE]
S ACHY T S o 04 : client Bz | 2S5 - 55—F@DL general provision °
WEfE RN s —(E TR SZ Y - HEEEES - AElE T EE ) AR
R ARAY ST HY - s - B H B S I AR TR E . K& EFHE5ESE - HSBC 41-{R5F >
&=/ /D RTEHE BN ZI s > S8 A 24D » iDL accounting profit & /b7 -
{B4H FETFHY 5 AME %42 accounting profit » [fj{4 taxable profit - General
provision f4E D " MEEISZ H | FRIBIT GGG 0] DLUE LI o (ORNFEEE > 105
B (AT S general provision BRAE A FAXHE)

Z QEE)FE#H A —IE "loan impairment and other credit risk provisions",
SRR Ry T ERCRE RS E R o #IR TEESH ) SHE B F DR
TEFERA o AR CES) NELEEACH - B (ES) £ 126 H - 5
75JE(Tax Expense) » 1] B ZEf770 US$3,272 mio - effective tax rate /& 26.1%
http://a248.e.akamai.net/7/248/3622/38c7e28a6fadd8/www.img.ghg.hsbc.com
/public/groupsite/assets/investor/hsbc2006ir0.pdf B[] 12 H » B&| " FET&F] |
- US$12,517 mio > FiEkiE US$3,272 mio » [[4FE 26.14%AVF7 3% » & (F4HE
A THHT&A] US$12,517 mio | FYZRIE - 2580 T #5f US$3,890 ) L " &L
L J7EHEIRR - BRAEHEEACH > (ES) AMHEEER 19.94%(M 2
26.1% - BI(FTRT & A+HER) x B = FiFHI(US$12,517+3,890 mio) x 19.94%
=US$3,272 mio

[H: Quoted: " ERURE (5 EEbniEM , - #HI TEELE ) HES - U
IR &3 Al] o A sECES )RR RS ACH T 2262 (#IR#E" accounting
standard ; MstEHERAYZH » MiEG " Taxlaw ;- {RATEER T &R ]
1% T accounting profit | - i@ {&Eer ¥ HSBC fI17 accounting standard » JREZ
= I (E [ accounting profit » {(E&FR{E(fE tax law [E{EEf{# " taxable profit | » &
th 4% technical adjustments (& ZAVE HHEAY LIEE H HSBC fy Tax
representation {t%%)- Tax liabilitiy = Taxable profit x tax rate [fjiZ{% Accounting

oo =1=1

profit x tax rate e

Er P REREZIRAVARRE - 5 (JER) AhHY effective tax rate (26.1%) &
HERRNE RN - B CES) A R - k2 FHw LAMER -
H Tax law A & FEEREZ R - HERITHVIE T LUEEA & 100%Uy[E] - &
KOR TR > (REHEETA 2/ DMEFBE ~ B sRITE BT SR &
AR INILIR 2 B SRT TR Al B G SRTTRE R (E B mR T 0
B > BUFAIAN R - SR AR TIREESR ) o BV HEER T S e
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Z N ER AR EIRTT RUE ? A SRR — 0 RS EF AL E
TR IRE B EE - S ATHYR(E A — T e S S L

[1: Profit Tax AVEEEREZ - i HIE tax AUsEaiE B Ra) - e Dl
1 effective tax rate A2 ERY T EEEME | ¢

(1) Tax law & HFHA/DEFR accounting standard 7 7#2€ - adjustment Y E] g5
Depreciation, general provision, unrealised gain/loss
(e.g.financial assets/liabilities at fair value through profit and loss - revaluation

of assets... etc.) » FARE M HIVREHEUCASZH -

(2) {RELLEE] Note of Taxation 5—18 Deferred tax » (H41-26/\ B4R
balance sheet [N & 7 Deferred tax assets J deferred tax liabilities) [t A rer

SRR T EEFERIE/ O | -

General provision HZ 5L specific provision ETa[H1f7 » $RF77R2 AL FHY
{87k - Obsolete stocks HEfIl_F3 2 A BIFARRERIRE - IMEEH -

FHENE > REEEHOBHE N EEIENEE - &5 s HERE IR FRYAE
> AR FESUATE FEAWITE ¢ 1. specific provision : B[EEHIERAVESTER 22
RETEHEZER » (=881 - BARF51 A Trading and Profit & Loss account -
AR BRSO 1 CES) & &K {ERVESf# - 2. general provision
IR NS EIEE R - Ngg|BUEFEsE - pla (FhifEE) & (RIEERTT)
FRERAIE T YEEM - 45 B A YEEE (i 2 iR E®) - m
FEHTEE M) - $ESCFFLL general provision 51 A& & {E3E(Balance Sheet) » 52
BEEHE - EN TR IR S R S A]  RIIE N B EE -

e TR S - RER B e E R E AR - CLITABEANES
RN VB )

ARNHEEE 39 £ 47 R AR ER - ENEEAEH T Eh - MEmE EimiIE
FER T - GEEBIENRR > M SHEmEEH - WEE AT TER#691 -
et 3.4 (EAYTHIE - FR=HMH > i L07+%2 3.4 4l - n&EE R ER 1S
FRAVAEE » HEWEN > HEREAN %, Z25m2E -

10 H#J#9691 Hy(E&Ek £$0.01 Fidizk > MEAREE - EAVEIHIHZE 07 /Y 10
A BiSapiais 12 (5 H - IS HEME(EET © $0.01/12 FH=$0.0008333 » & H
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fid: 1 recal from my previous reading that HSBC has obtained special
wavier from HKEX (or other relevant Exchange), which

alows HSBC to buyback Its own share from market without off
setting its own share capital.In other words, if HSBC share price drop below
$130 (say $120), HSBC can make a"gain" of $10 (i.e. $130-$120) or purchase at a
relatively lower price and save for future distribution.

My questions are: -

1) Would this give extra support to HSBC share price?

2) How the $130 is calculated, a smple average price? Does it imply anything?

3) While other FI (say UBS, Citigroup etc) is suffering from liquidity problem and is
craving for new cash, why HSBC still have strong cash flow for expansion (e.g.
HSBC HK is hiring additional staff), acquisition (South Korea and Taiwan etc) and
even increase cash dividend level every year?
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F— : pre-close trading update / 14 Nov 2007
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M: 4. CEZ) SFEMEL 2%8H 0 ... TEARE T8h ) BIARL « /1 don't
think we can make a big difference on thatunless HSBC change its policy. Also, we can
simply focus on the EPS and the dividend per share, the total amount of share is not really
important to us.
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fi: In the faceof the price for shares in lieu of dividend is lower than the market price, it
would not be in the interest of a smaller invester to elect for cash dividend and to acquire
other's shares in the market at a higher price. There is also transaction costs too.It is
therefore more convenient for a small investor like me just to elect shares in lieu of cash
dividend.
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