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FINANCIAL SUMMARY

()
(Note 1)
(EZ3)
(Restated)
“EEN\E “ETnE —2-%% E—f ZE-CF
HEZBTIST HK$ Million 2008 2009 2010 2011 2012
kREse Shareholders’ funds 8,173 10,774 13,528 15,003 17,897
{&BES Subordinated notes 5,672 4,602 4,684 3,698 3,979
RELEH Deposits from customers 82,361 89,572 97,281 113,369 117,936
BRANERE Certificates of deposit issued 4,655 2,060 4,746 3,164 5,753
Fres Total deposits 87,016 91,632 102,027 116,533 123,689
BESE Total liabilities
(BIEEEER) (including subordinated notes) 104,192 102,838 118,293 132,211 140,674
REEH Advances to customers
(TERBEHZE) (excluding trade bils) 60,550 56,817 71,900 80,867 86,174
BEGE Total assets 112,386 113,629 131,839 147,229 158,586
R AR Profit attributable to shareholders 189 601 1,074 1,003 1,411
2FERE Total dividend 168 - 322 342 388
BT HK$
SREARF (F2) Basic earnings per share (Note 2) 0.19 0.58 0.92 0.89 1.14
HHRE Dividends per share 0.18 - 0.27 028 0.31
WERRINT Percentage %
ERHERLE (D) Loan to deposit ratio (Note 3) 69.6 62.0 705 69.4 69.7
5 Note:
— FREERRAR-_ZE—_F—-A—HzNERS 1. The Group has adopted the Amendments to Hong Kong Accounting

ZEHEFEEERZEBGHEAF 125 2B
FEERIE : BEAEERMKE ] - 30 BB HRALL
Bil - EHE_T——F+ZA=+T—HLFE
BB T B /EAR A -

Standard 12, “Deferred Tax: Recovery of Underlying Assets”, which
are effective for annual periods beginning on or after 1 January 2012,
and has applied this change in accounting policy retrospectively with
consequential restatements of the comparatives for the year ended 31
December 2011.

Z ZETN\FE_TTNF2EREARBADHAR 2. Basic earnings per share for 2008 to 2009 have been restated to take
RARZE—EFT AR ZHBROFZET A into account the effects of the rights issue of the Company completed in
EI December 2010.

= BREFRLXAREFPEF(TREESER)H 3. Loan to deposit ratio is calculated as the ratio of total advances to

FRABE (BIEEBITHERE) ZLLE - customers (excluding trade bills) to total deposits (including certificates

of deposit issued).
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CORPORATE INFORMATION

RHBTEERRLE DAH SING BANKING GROUP LIMITED
BExg BOARD OF DIRECTORS
FPE David Shou-Yeh Wong
FE Chairman
=E R Hon-Hing Wong (Derek Wong)
EIEfE Vice Chairman
& Robert Tsai-To Sze
B HHITESE Independent Non-Executive Director
REE Andrew Kwan-Yuen Leung
BUIRTEE Independent Non-Executive Director
R s ) Seng-Lee Chan
BUHRITEE Independent Non-Executive Director
RRH Yuen-Tin Ng
B HHITESE Independent Non-Executive Director
PR — 2 Kazutake Kobayashi
FHTEE Non-Executive Director
FAE # Harold Tsu-Hing Wong
BRI TR Managing Director and Chief Executive
TRz Gary Pak-Ling Wang
HITEE Executive Director
EREES AUDIT COMMITTEE
P Robert Tsai-To Sze
FE Chairman
R s Seng-Lee Chan
RIRH Yuen-Tin Ng
RERFMZESS NOMINATION AND REMUNERATION COMMITTEE
2B Robert Tsai-To Sze
FE Chairman
REE Andrew Kwan-Yuen Leung
eR s ) Seng-Lee Chan
FFE David Shou-Yeh Wong
£ Hon-Hing Wong (Derek Wong)
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HERE
CORPORATE INFORMATION

REGISTERED OFFICE

36th Floor, Dah Sing Financial Centre
108 Gloucester Road, Hong Kong
Tel: 2507 8866

Fax: 2598 5052

S.W.I.LF.T.: DSBAHKHH

Web Site: http://www.dahsing.com

SECRETARY

Doris Wai-Nar Wong Fcis, Fcs

AUDITORS

PricewaterhouseCoopers
Certified Public Accountants in Hong Kong

SOLICITORS

Herbert Smith

SHARE REGISTRARS AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716, 17th Floor, Hopewell Centre
183 Queen’s Road East, Hong Kong

MAJOR BANKING SUBSIDIARIES

Dah Sing Bank, Limited
Dah Sing Bank (China) Limited
Banco Comercial de Macau, S.A.

(Please see pages 271 to 276 of this annual report for respective list
of branches.)
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EELSEEEABMEN
DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

EEg BOARD OF DIRECTORS

FHERE Mr. David Shou-Yeh Wong

Ey Chairman

t+=Fm e —ETNFERTALARGER - K Aged 72. Appointed as the Chairman of the Company in 2004.
MemEBERAT - KFHRITERAR(( X Chairman of Dah Sing Financial Holdings Limited, Dah Sing Bank,
HER1T)) BPEERTRMOARAR - KFA Limited (“DSB”), Banco Comercial de Macau, S.A., Dah Sing Life
SREBERAF(TRFAT]D - KRR (1976) Assurance Company Limited (“DSLA”), Dah Sing Insurance Company
BREAG REFREIRMNDABR AT  RBFIASR (1976) Limited, Macau Insurance Company Limited, Macau Life
SIS AR AT FEMBEERARRZEA Insurance Company Limited, New Asian Shipping Company, Limited
REF - BEERIINEL RS RERIINEASHE and various other companies. Honorary President of Hong Kong
gk -BARTLAG  BAEQRTAGLREE Guangdong Chamber of Foreign Investors and Guangdong Chamber
MEtheKks  FARTEeReR - FH LT of Foreign Investors. Member of The Hong Kong Association of
NEHeEHRETESKE - AR+ RERITE Banks, The Chinese Banks Association Limited and The Hong Kong
SEEBLR - AN ESHLIBRITHAE Shipowners Association. Vice President of The Hong Kong Institute
KIBITRRKITAZENETFE UERARQRRTESE of Bankers. General Committee Member of The Chamber of Hong
EBIRITRRRHEBHEHRITES THELEEZR Kong Listed Companies. Over 45 years of experience in banking and
8o finance. Father of Mr. Harold Tsu-Hing Wong, the Managing Director

and Chief Executive of the Company, Vice Chairman of DSB and
DSLA, and an Executive Director of the Company’s key operating
banking and insurance subsidiaries.

=ER S A Mr. Hon-Hing Wong (Derek Wong)

BIF/E Vice Chairman

AT RZETMFEZE AR NG ESHAL Aged 60. Appointed as the Managing Director of the Company in 2004
B2 ET——FNAERARAGIZEEEE and promoted as Vice Chairman in April 2011. Appointed as Director
EFE - R—NN=FBZEARTeMEEEGR of Dah Sing Financial Holdings Limited in 1993 and promoted as its
NAEEFE BE-ZETE - F-PBEHAEFHAR Managing Director in January 2002. Joined Dah Sing Bank, Limited
o PN—NEt+FEMARRARITERB ZTES (“DSB”), a key operating subsidiary of the Company’s banking group,
BHRBEREBRFETARA A RIET]D R in 1977 and has served and managed various departments before
% MEEEZEIM BN ANFKERF appointed as a Director in 1989 and was promoted as its Managing
RITEELMN - EETFEAABEHKIEE - Director in 2000 and Vice Chairman in April 2011. Chairman of Dah
ECE——FNAEZTAEEEEIERE - R Sing Bank (China) Limited and a director of various major subsidiaries
BAFRIT(PE)ARATESE  REBRAZ of the Group. Director of Great Wall Life Insurance Company
MEZMBRARES - WHERKASRERD Limited, and a non-executive Vice Chairman and Director of Bank of
ERARESE  RUAEBLRRAEAHD Z TR Chongging in which the Group has a 20% equity interest. Associate
MAEERTEFSIFNTRIERRES - & of The Institute of Bankers (U.K.), Founder Member of The Hong Kong
HiRTEget FERTES L EEERTE Institute of Bankers and The International Retail Banking Council of
RITEESAREE - A= TRAFRTEBRK the U.K. Over 35 years of experience in banking.

6 R T EEER AR | T —aas | —
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE
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Mr. Robert Tsai-To Sze
Independent Non-executive Director

Aged 72. Appointed as an Independent Non-executive Director of
the Company in 2004. Also an Independent Non-executive Director
of Dah Sing Financial Holdings Limited (“DSFH”), Dah Sing Bank,
Limited, Dah Sing Bank (China) Limited and Dah Sing Life Assurance
Company Limited. Currently the Chairman of the Audit Committees,
the Nomination and Remuneration Committees of both the Company
and DSFH, and a non-executive Director to a number of Hong Kong
listed companies®. Fellow of The Institute of Chartered Accountants
in England and Wales and The Hong Kong Institute of Certified
Public Accountants. Also a former partner of an international firm of
accountants with which he practised for over 20 years.

Note(*): Apart from the Company and DSFH, Mr. Robert Sze
also holds/held directorships in other Hong Kong listed
companies during the last three years, namely, Asia Satellite
Telecommunications Holdings Limited, China Travel
International Investment Hong Kong Limited, Hop Hing
Group Holdings Limited, Min Xin Holdings Limited, Nanyang
Holdings Limited, QPL International Holdings Limited and
Sunwah Kingsway Capital Holdings Limited.

Mr. Andrew Kwan-Yuen Leung
Independent Non-executive Director

Aged 62. Appointed as an Independent Non-executive Director of
the Company in 2004 and Dah Sing Bank, Limited, a key operating
subsidiary of the Company, in 2006. Currently Legislative Councillor
(Industrial First). Honorary President of Federation of Hong Kong
Industries and Textile Council of Hong Kong. Council member of the
Hong Kong Trade Development Council. Currently also a Director of
The Hong Kong Mortgage Corporation Limited, and an independent
non-executive Director of China South City Holdings Limited, CN
Innovations Holdings Limited and Harbour Centre Development
Limited. Had been an independent non-executive Director of
Meadville Holdings (BVI) Limited (dissolved).

Mr. Seng-Lee Chan
Independent Non-executive Director

Aged 66. Appointed as an Independent Non-executive Director of
the Company in August 2008 upon his retirement in June 2008 as the
Chief Executive Officer of Heidelberg China Limited. Over 40 years
of experience primarily in the Print Media Industry and with a sound
knowledge of the Asian markets, particularly in China.

I DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012




EELSEEEABEN
DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

RIRE &4 Mr. Yuen-Tin Ng

BUINTEE Independent Non-executive Director

Nt = R —_FMAEEEARRTE Aged 61. Appointed as an Independent Non-executive Director and a
VIR TEEREZZEENE #XRAF T A member of the Audit Committee of the Company in April 2012. Also
RZZ-—=F-A9iBEERHRITARA an Independent Non-executive Director of the Company’s banking
AR KRBT (PR BRAG ZEIIENTE subsidiaries including Dah Sing Bank, Limited and Dah Sing Bank
E-BRAIMAS—FXELLTARATERER (China) Limited, appointed in October 2012 and February 2013
BRAGZEIUFERNITES - REFFIRTE respectively. Currently also an Independent Non-executive Director
eel  EFBRTESEFE NEEEMH - A of Chinney Alliance Group Limited, a public company listed in Hong
N+ FEERITRERMITELSR  FR2F—— Kong. Associate of The Chartered Institute of Bankers (UK), Fellow
FEBERTERARNEEEKAT _FEANESE and an honorary advisor of The Hong Kong Institute of Bankers.
DEREBIRITEREE - 40 years of extensive experience in banking and financial industry

with a focus on the corporate and institutional banking business
management for the last 12 years prior to his retirement from Hang
Seng Bank Limited in 2011.

IR A Mr. Kazutake Kobayashi

HHITEFE Non-executive Director

A+pL e RZEZNFEZERRNARIFNITE Aged 50. Appointed as a Non-executive Director of the Company
L oRAZERRUFRIRITEEDTTRIGLIE - in 2009. Currently Deputy General Manager of The Bank of Tokyo-
WE -+ NFRITLROHEBSR  WTEEIRTT Mitsubishi UFJ, Ltd. (“BTMU”) Hong Kong Branch. Rich expertise in
ROH¥BITESBELEREAG - retail banking and corporate banking, with 26 years of experience in

banking and finance.

FHESEAE Mr. Harold Tsu-Hing Wong

BRI T , Managing Director and Chief Executive

Mt=m —_EZEMEEZERARRINTE Aged 43. Appointed as an Executive Director of the Company in 2004
VR ——FNAEARESHLERTT and promoted as the Managing Director and Chief Executive in April
R@EE - —EETFENMARRR) T ELEN B 2011. Joined Dah Sing Bank, Limited, a key operating subsidiary
BAFIRITERAR B -_EEHEREETAE of the Company, in 2000, and appointed as an Executive Director
TR O UIHN T ZE=-AEZTAEEEEZE in 2005 and as the Vice Chairman in March 2010. Currently also a
EE - WEIMARKFTIASRBRERATEERE Vice Chairman of Dah Sing Life Assurance Company Limited, and a
AFBRT (PR BRARERPIFERITRMDE Director of Dah Sing Bank (China) Limited and Banco Comercial de
RARIZES - RHRERLY URBEZE Macau, S.A. Qualified solicitor in England and Wales and in Hong
BIEERA - BARFEMEBRER AT RAAT Kong. Son of Mr. David Shou-Yeh Wong, the Chairman of the Boards
EESFEETEREZRT - of Dah Sing Financial Holdings Limited and the Company.

8 R T EEER AR | T —aas | —
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Mr. Gary Pak-Ling Wang
Executive Director

Aged 52. Appointed as an Executive Director of the Company in 2004.
Joined Dah Sing Bank, Limited (“DSB”), a key operating subsidiary
of the Company, as the Group Financial Controller in 1995 and was
promoted as a Director in 1997, responsible for the overall financial
management and control, operations and IT functions of the Group
for a number of years since then. Promoted as the Managing Director
and Chief Executive of DSB in May 2011. Also a Director of Dah Sing
Financial Holdings Limited, Banco Comercial de Macau, S.A., Dah
Sing Bank (China) Limited and Dah Sing Life Assurance Company
Limited. Qualified accountant, Fellow of The Association of Chartered
Certified Accountants of the U.K. and member of the Hong Kong
Institute of Certified Public Accountants. Over 25 years of experience
in financial management and banking.

SENIOR MANAGEMENT

Mr. Nicholas John Mayhew
Executive Director of Dah Sing Financial Holdings Limited and
Deputy Chief Executive of Dah Sing Bank

Aged 45. Joined Dah Sing Financial Holdings Limited in 1998 and
currently an Executive Director. Also a Director of Dah Sing Life
Assurance Company Limited, Macau Insurance Company Limited,
Macau Life Insurance Company Limited, Dah Sing Bank, Limited
(“DSB”) and Dah Sing Bank (China) Limited. Deputy Chief Executive
of DSB, and Head of Treasury and Corporate Finance of DSB,
responsible for its treasury and corporate finance activities. Over 20
years of experience in financial services both in the U.K. and Hong
Kong.

Ms. Po-Fung So (Francesca So)
Executive Director of Dah Sing Bank

Aged 50. Joined Dah Sing Bank, Limited (“DSB”), a key operating
subsidiary of the Company, in 1993. Appointed as an Executive
Director in 2011. Also a Director of Dah Sing Securities Limited.
Currently, Group Head of Operations of DSB. Fellow of The
Association of Chartered Certified Accountants of the U.K. and the
Hong Kong Institute of Certified Public Accountants. Over 20 years of
experience in banking and auditing.

I DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012




EELSEEEABEN
DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

BUpkE A Mr. Eddie Shing-Tat Lau

AFTIRITHITER Executive Director of Dah Sing Bank

At+re R—NAN_FEMAKRRREELENE Aged 50. Joined Dah Sing Bank, Limited, a key operating subsidiary
HWEXFRITARAR  RZE——FHAEZE of the Company, in 1992 and was appointed as an Executive Director
EARTES - RABTAFRITHERTE in May 2012. Head of Commercial Banking Division, responsible for
TE ZEUENEEBMERTEL . NAT overseeing and supervising commercial banking business. Currently
BHRERRHeeR/ NMINGEZESRE - Al also a committee member of SME Standing Committee of The
TR ERITESRER - Chinese Manufacturers’ Association of Hong Kong. Over 24 years of

experience in commercial banking.

FEE L Ms. Phoebe Mei-Chun Wong

AFTIRITHITESF Executive Director of Dah Sing Bank

O+ RZE—ZZF_ANMAKRRRFTEL Aged 46. Joined Dah Sing Bank, Limited, a key operating subsidiary
ENBEERXHMBRITERAREAZTERITEE of the Company, as the Head of Retail Banking business in February
T HERRTEIRIT  BITRE  TEEZENR 2012, responsible for the development and management of
HEERELE NS —_FHAEETAHT overall retail banking, bancassurance, retail brokerage and wealth
EE A+ FZEERFAARITERSE » & management businesses. Appointed as an Executive Director in May
FREAMEBLLIRTT  BFEEITRITRPER 2012. 24 years of experience in retail and personal banking business
1TEIRR - with other banks operating in Hong Kong, including Standard

Chartered Bank and Citic Bank International.

PRIE T 22 4 Ms. Lin-Ying Chan (Kandy Chan)

AFTER7T (P E]) HIR A Bl THARZFEE Chief Executive Officer and Director of Dah Sing Bank (China) Limited
A5 e RZE——F AN EZERLTAA Aged 54. Joined and appointed as the Chief Executive Officer and
TELBENBEBERERFIRT(RR)BRAFZIT Director of Dah Sing Bank (China) Limited, a key operating subsidiary
EHFES  EEPEANM 2 RITERERE - of the Company, in 2011, responsible for the banking development,
DITRERERE - BB -+ HFERETEIEIT and branch supervision and management in the Mainland China. Over
B4 25 years of banking experience in China.

LI IE S A Mr. Eddie Yiu-Fai Kong

MPTE EIRTTHR (T AR Bl T A E e Chief Executive Officer and Director of Banco Comercial de Macau, S.A.
At e RZE—ZFELAMAKRFRITBERA Aged 50. Joined Dah Sing Bank, Limited and appointed as the Chief
AIRBEEERRBMIEmERITRMDAER AR (IR Executive Officer and Director of Banco Comercial de Macau, S.A.
FIsEfipk ) 21T AeEFES - BB _-_1+H (incorporated in Macau) in July 2012. Over 25 years of experience
FIRITEIBEBLS  SEBREEEMRITE in banking and finance business with other banks in Hong Kong
EAFRIT - BITRT AN RO —FERER including Daiwa Bank, Standard Chartered Bank, and with particular
RIT(EB)BRAT  EINENMEBIRITER focus in corporate and institutional banking business management for
B o the last 12 years in DBS Bank (Hong Kong) Limited.

10 R T EEER AR | T —aas | —
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A recent photo of Mr. David Wong, Chairman of the Group.
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TRMES
CHAIRMAN’S STATEMENT

In 2012, Asia remained the most dynamic region in the world. We
benefitted both from our location in Asia, as well as from a strict focus
on our core businesses to deliver record results for the year.

We made significant progress in our core businesses in 2012,
and reported a strong performance in 2012, with a record profit
attributable to shareholders of HK$1,411 million for the year. Loan
growth, including trade bills, was just under 10%, funded mainly
by an increase in customer deposits and certificates of deposit. All
major operating income items reported growth. Net interest income
grew both due to higher volumes of interest earning assets, and due
to a higher net interest margin during the year. We made significant
progress during the year in improving our non-interest income, driven
largely by improvements in wealth management and bancassurance
revenues, treasury, securities services and general banking related
fees.

I DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012
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CHAIRMAN’S STATEMENT
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In view of the generally better than expected
business conditions, the Hong Kong stock
market performed better in 2012 compared

BOZTHEEN BZLE—
MEARLERBEDZ T

FEreREERRBEEER NS
NMEBBRELZETR —F—=F—F—RBRREXN

ZHERBRRFKE - REFAEROFENR

.
E °

Although headline operating expenses grew by
around 20%, it should be noted that a major
portion of the year on year increase relates to
the effect of the write back of certain provisions
relating to settlement of Lehman Minibond
cases in 2011, which were not repeated in 2012.
Eliminating the impact of these operating expense
provisions, normalized operating expenses grew
by a high single digit percentage.

Loan impairment losses and other credit
provisions fell, indicating the benign credit quality
of our loan book and the generally robust financial
positions of our customers during the period.

Bank of Chongqging continued to perform very well
with a contribution of HK$491 million for the year,
an increase of 39% over the prior year.

CAPITAL AND REGULATION

Our capital position remained strong, with the
overall capital adequacy ratio of our Banking
Group at 14.9%, and our core equity tier 1 at

= REFEBEOLER 10.3%. Based on the capital rules including the transition arrangement

1) & A4 R consistent with the Basel Il capital standards prescribed by the Hong
Kong Monetary Authority, we are confident that we will be able to
operate at capital levels in 2013 meeting the HKMA and the new Basel

Il capital rules that have come into effect from 1 January 2013.

RIRITERAERAITHRE °
Dah Sing Bank celebrated the
grand opening of its Taikoo
Shing branch.

KFTIRTT
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AMBITREABRAREFERE (REEH):
FEESEA A —REE  LBMESE  REEBLLE  EFESLL  THESE  REBFILLE  RRELSE  EEEEE -

The Board of Directors of Dah Sing Banking Group Limited (from L to R)

Mr. Derek Wong, Mr. Kazutake Kobayahsi, Mr. Robert Sze, Mr. Andrew Leung, Mr. David Wong, Mr. Harold Wong, Mr. Seng-Lee Chan,
Mr. Yuen-Tin Ng, Mr. Gary Wang.

g

RIZ-——FNA—B ELPRLLEREZER
ARREBRABAFEREBBER AR 2B
WITEEMHEARR 2B FRTEERER
ZEgKE - RAAB > RIRAELEZERER
AEMFRITEERBREZEGKE -

RIZE——"F+EA+MH " BEXEEEER
R REARRARTEERREAEBANZESRR
H bR -

EXgEBIREEANMAESRS  IHELRE
HARBERZEBMRTIROES - LEEEE
EzREBREARETHRARESTSRFIRREN
HARFERLAFHZERMBUARDOEE - I
B BRI ST A SRIKIR BRI R o

DIRECTORS

On 1 April 2012, Mr. Lon Dounn resigned as an Independent Non-
Executive Director and a member of the Audit Committee of the
Company due to his appointment as an Independent Non-Executive
Director of Dah Sing Financial Holdings Limited, the Company’s
holding company. On the same date, Mr. Yuen-Tin Ng was appointed
as an Independent Non-Executive Director and a member of the Audit
Committee.

On 14 July 2012, Mr. Lung-Man Chiu (John Chiu) retired as
an Executive Director of the Company and his other roles and
directorship in the Group.

The Board extends a warm welcome to Mr. Ng in joining the Board,
and expresses its appreciation to Mr. Dounn for his contributions,
and in particular to Mr. Chiu his long service and contributions to the
Board’s deliberations and the Company’s development during his
tenure of service with the Company, and conveys its best wishes to
him for his retirement.
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AFBITERBERARIZESS
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EfE - EFESELE  PNEREE THEESE  BRAKXLE  BRfREL -

: EE EEESLE —fEseE - S  ARELE  RIRELE  EREE
A gathering of the Board members of Dah Sing Financial Holdings Limited and Dah Sing Banklng Group Limited :

Front row (from L to R)

Mr. Seng-Lee Chan, Mr. Robert Sze, Mr. Hidekazu Horikoshi, Mr. Andrew Leung, Mr. David Wong, Mr. Seiji Nakamura, Mr. Harold Wong,

Mr. Lon Dounn, Dr. Tai-Lun Sun
Back row (from L to R)

Mr. Nicholas Mayhew, Mr. Derek Wong, Mr. Kazutake Kobayashi, Dr. Yuan Shu, Mr. John Chow, Mr. Yuen-Tin Ng, Mr. Gary Wang

AR

BE B IRBEBEEREKAERERTBR - A&
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BAMBEENFEMTDOIN T ——FFER
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BEESRIMEOEE - B #ror _—F—=
FRI o LaERARBBEBCRZE S MR —
i SR EREMRAEE LT REE A
1B o

RIRITEEFRRA] | —

FUTURE PROSPECTS

Whilst global growth remains somewhat below trend at present, we
are fortunate to be located in Asia, the most dynamic region in the
world. Mainland China’s economy has experienced a ‘soft landing’,
and with Mr. Xi Jinping as the new President and Mr. Li Kegiang
as the new Premier in 2013, we are much encouraged by the new
policy measures of China to further promote urbanization, sustainable
economic development, tackling pollution and improving people’s
quality of life, and we are hopeful that stability and growth will
continue for the foreseeable future.

New leaders in Japan and Korea were also elected in late 2012 and
early 2013, and more stimulative monetary and economic policies
are being pursued. In particular, the resolve by the new Japanese
leaders to adopt new policy measures to stimulate economic growth
and implement actions to help defuse deflationary expectations
have already caused a marked weakening in the Japanese Yen,
which will likely bring about significant impact to the Japanese
economy in the near to medium term, and also new challenges to
the global and regional economies. Similarly, the Korean Won has
weakened in 2013. These, together with the internationalization and
gradual strengthening of the RMB, will bring both challenges and
opportunities to Asia in general, and to our business.

— 444y |
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TRMES
CHAIRMAN’S STATEMENT

FUTURE PROSPECTS (Continued)

Quantitative easing implemented principally in the US had helped
stabilize economic performance in the recent past. Concerns
going forward include the challenges that would be caused by the
withdrawal of the quantitative easing measures, as the developed
economies gradually recover, in addition to the challenges brought
about by the on-going low interest rate environment, new regulations,

and the increase in compliance and risk management costs.

Prospects in the Pearl River Delta and Macau remain good in the
long term, and we look forward to solidifying the foundations that
we have built. Whilst in Hong Kong, economic growth this year is
forecast to remain modest in the range of 1.5-3.5%, we believe that
the underlying conditions are stable, and with low unemployment, will
provide opportunities for growth in the years to come.

We are therefore cautiously optimistic about the economies in which
we operate for the coming year. Nevertheless, we remain vigilant as
to any risks arising, particularly in terms of any sustained rise in bad
debts in the Mainland market. Local liquidity conditions remain good,
and we do not see any major signs of stress at present in Hong Kong
or Macau. We continue to implement the medium term strategy with a
focus on core customers, deposit cost management, service quality,
wealth management and bancassurance, and the development of our
Mainland China and cross-border businesses, in addition to our core
Hong Kong hub.

Although internationally, Basel lll remains challenging for many banks,
we believe that the Hong Kong banking market, including ourselves,
is well prepared for the changes to the capital regime introduced
with effect from 1 January 2013, and that this should not present
major issues. Indeed, internationally, we feel that Asia is the area
which will most readily be able to accommodate the increased capital
requirements, bearing in mind the relatively high levels of capital held
by banks in the region.

Finally, | would like to thank my fellow directors for their valuable
contribution and extend, on behalf of the Board, our appreciation to
all of our colleagues for their hard work and dedication over the past
year, and also our appreciation of the support from our customers and
shareholders.

David Shou-Yeh Wong

Chairman

Hong Kong, 20 March 2013
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MBIRE

AEZEEFAMBRABZEMIINTE

FINANCIAL HIGHLIGHTS

the year are summarised in the table below:

The highlights of the Group’s consolidated financial performance for

—B——F —T——%5 k)
2012 2011 Variance
27l
Restated
FEE Net interest margin 1.54% 1.41%
EX- 3% HK$ Million
BRI EE B AT Operating profit before
2 8 g A impairment losses 1,127.3 978.3 15.2%
MERREEEER Operating profit after
2 i s ) impairment losses 983.6 797.2 23.4%
1% 3R P4 5 ) Profit attributable to shareholders 1,410.6 1,093.2 29.0%
EFEXR Advances to customers 86,174 80,867 6.6%
BPIFHR Customers’ deposits 117,936 113,369 4.0%
BEITHIFRE Certificates of deposit issued 5,753 3,164 81.8%
FRaEs Total deposits 123,689 116,533 6.1%
BEITHERE S Issued debt securities 2,713 2,718 -0.2%
BIEER Subordinated notes 3,979 3,698 7.6%
BEART Total assets 158,586 147,229 7.7%
BEAF Total liabilities 140,674 132,211 6.4%
RRES Shareholders’ funds 17,897 15,003 19.3%
SER BB Net interest income/operating income 74.5% 76.6%
AN S B 2R Cost to income ratio 61.9% 61.0%
M A& E R Return on average total assets 0.9% 0.8%
YRR E ¢ EIH Return on average shareholders’ funds 8.6% 7.7%
ER(TBEEZER) HER Loan (excluding trade bills) to deposit
(PIBEEBEITHIFHE) L= (including certificates of deposit) ratio 69.7% 69.4%

R T EEER AR | T —aas | —
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XIGoIEE
REVIEW OF OPERATIONS

FINANCIAL REVIEW

Against the backdrop of the somewhat better than expected business
and market conditions in 2012, our Group reported significantly
improved profitability, with profit attributable to shareholders
increasing by 29% from HK$1,093 million to HK$1,411 million, and
total loan growth, including trade bills, reached 9.8% compared with
2011.

All major operating income items of our Group reported growth in
the year. Net interest income was up by 15% from HK$1,919 million
to HK$2,204 million. Net interest margin (“NIM”) was up from 1.41%
to 1.54% during the year, and the sequential improvement was
encouraging, with NIM increasing from 1.47% in the first half of the
year to 1.60% in the second half. The sequential increase in margin
was driven largely by lower deposit costs, resulting from improved
market liquidity and a sharp focus on deposit cost management, and
higher asset yields, including Treasury business investment yields, as
well as upward repricing of our loan products in general.

Net fee and commission income increased by 27.3% from HK$417
million to HK$531 million and net trading income increased from
HK$132 million to HK$178 million. The improvement in fee income
was driven largely by improvements in wealth management and
bancassurance revenues, increases in our sales of treasury products
to customers, securities services and general banking related fees.
The increase in trading income was driven mainly by a significant
improvement in the mark-to-market valuation of financial instruments
designated at fair value through profit or loss.

The improved operating income items led to an overall increase in
operating income by 18.2% from HK$2,505 million to HK$2,961
million. Headline operating expenses increased by 20.1% to
HK$1,833 million. If the non-recurring write-back of Lehmen related
cost provisions in 2011 was excluded, 2012 operating expenses, on a
normalized basis, only grew by a high single digit percentage.

Loan impairment losses and other credit provisions fell from HK$181
million to HK$144 million indicating the benign credit quality of
our loan book and the generally robust financial positions of our
customers during the period. The impaired loan ratio dropped slightly
from 0.48% to 0.35%.

I DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012
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FINANCIAL REVIEW (Continued)

Our associate company in Mainland China, Bank of Chongqging,
continued to perform well with a contribution of HK$491 million for the
year, an increase of 38.9% over the prior year.

Performance in terms of volume growth was however slower than the
much stronger improvement in profit in 2012, although loan growth
was still encouraging. Including trade bills, overall growth was 9.8%
over 2011, largely driven by our Commercial Banking and Mainland
China related businesses, particularly cross-border trade finance, as
we continued to expand our cross-border and RMB related business
in Hong Kong, and also our Mainland business.

Overall deposit (including certificates of deposit) growth was up 6.1%
year on year, as we steadily worked to reduce our deposit cost to
improve our NIM, amidst the more liquid market conditions and less
severe deposit competition during the second half of 2012. With
the general easing in the term funding cost in the wholesale market
especially after mid 2012, we made more new issues of certificates of
deposit, resulting in a notable increase in the balance of certificates
of deposit issued as of the end of the year. Our loan to deposit ratio
and liquidity ratio were maintained at very healthy levels at the end of
2012.

Our capital position remained strong, with the overall capital
adequacy ratio and core equity tier 1 ratio of Dah Sing Bank at 14.9%
and at 10.3% respectively.

Total assets of the Group reached HK$159 billion, an increase of 7.7%
over 2011. Shareholders’ funds as of 31 December 2012 stood at
HK$17.9 billion, up by 19% on 2011. Return on equity increased to
8.6%, compared with 7.7% in 2011.

2012 was the first full financial year in which we implemented the
medium term strategy adopted by the Board in 2011, with a focus on
core customers, deposit cost management, service quality, wealth
management and bancassurance, and the development of our
Mainland China and cross-border businesses, in addition to our core
Hong Kong hub. We are thus far encouraged by the results of strategy
implementation, both in the financial performance of 2012 and the
overall work done to further improve our prospects in the medium
term.
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REVIEW OF OPERATIONS

HIGHLIGHT OF BUSINESS PERFORMANCE
Personal Banking

Our Personal Banking business, serving the consumer finance, retail
banking, VIP banking and private banking market segments of Hong
Kong, achieved a strong and encouraging growth in operating income
in 2012. Operating expenses were however much higher than 2011,
as a write-back in the cost provision relating to Lehman retail bond
investments booked in 2011 was not repeated in 2012. This, coupled
with the higher loan impairment provision charged on the growing
balance of unsecured consumer lending, led to a reduction in the
overall net profit of our Personal Banking business when compared
with 2011.

Loan balance was modestly up on 2011, mainly contributed by the
growth in unsecured personal loans. Customer deposit balance, with
the keen effort to manage down higher cost deposits, was slightly
scaled down when compared with the 2011 year-end balance. With
the steady improvement in loan yields and gradual reduction in the
cost of deposits in the year, net interest income of our Personal
Banking business increased by 12%, continuing the upward trend of
net interest income growth achieved in the past few years.

It was particularly encouraging to have recorded another year of
strong non-interest income growth, with the increase coming mostly
from our wealth management activities and bancassurance sales and
distribution. New VIP Banking Centers were set up at branches with
improved ambience, and served by our VIP relationship managers.
New on-line unit trust platform was launched, making it more
convenient for our customers to conduct their unit trust transactions.
Additional financial planning sales and services officers were added to
strengthen our life insurance sales in branches.

In the year, we expanded and also upgraded the retail securities
centres in our branches which enabled us to meaningfully increase our
market share and achieve a modest revenue growth despite the lower
market transaction volume in general. We launched mobile securities
trading “Easy Trade” platform, which is running as a native app on the
mobile devices. We are the first bank in Hong Kong to provide this
type of mobile securities trading platform, offering our customers fast,
simple, easy and secure trading services via mobile devices.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

Excluding the impact of the non-recurring write-back of Lehman
related cost provisions in 2011, the operating expenses of our
Personal Banking business only recorded a mild increase in 2012,
which was mainly brought by the further expansion of our retail
business sales and services staff, upgrade of our branch network,
expansion and upgrading of our VIP and retail securities centres, and
higher premises cost.

The asset quality of our retail lending portfolio remained benign with
loan delinquency rate and actual loan loss rate staying at relatively
low levels. Due to the continued increase in the balance of unsecured
personal loans of Dah Sing Bank, and the gradual build-up of the
consumer loan portfolio of our new consumer finance subsidiary, OK
Finance, a higher amount of collective impairment provision, when
compared with 2011, was recorded.

OK Finance was launched at the end of 2011, targeting a segment
of the Hong Kong consumer finance market different from that of our
own mainstream retail banking operation. After building a foundation
in its first year of operation, we expect to see improved contribution
from this line of business in the coming years.

We put in additional effort in growing and improving the contribution
of our credit card business, including promoting spending programs,
launching new card services, and investing in TV and media
advertising to raise our card profile and brand awareness. During
the year, we were the first bank to announce the introduction of the
innovative Pay@Mobile service, a mobile point-of-sale service in
Hong Kong that will be launched soon. This new service will provide
merchants and card customers greater convenience when making
credit card purchases. We are pleased to have received different
card awards in the year, a recognition of our card development and
promotion efforts in 2012.

We continued our branch network upgrade programme in Hong Kong
with the objective to improve our services to customers. As of the
end of 2012, our branch network includes 45 retail branches in Hong
Kong under the name of Dah Sing Bank, of which 16 have VIP centres,
and 31 offer retail securities centres for retail customers’ securities
trading.



EKRREEE@®)
EEBIT

BERT(BREZRE BEXEE REE
R REMERERRE) BBHAER _F——
FRY 2 BERRFHIER - LR AEGINZ F
) o BANRE G 08R = B A pOFH B RA K IEF B
WK &I DN IA e B ORI (B 38 485 1) 3 AN AT ER -

ERREHREEHEN - EEREEERE R
FREATRASDT - 05 F B NE

D2t EFEBWAERNDEEREF RS
EBRMEABETFPRMHZ M EERIRBHR
B zER -

AEEEERTEE S RBERES (BERS
BE ESERRAREBNIN ARER M
TR BRI R B2 B A T2 B R
AERB-E——FLABEHZ T BEY
SHE(TSERESER) AU ERTEE
SELEEURREREAIEREDS A%
BEBETRIEAESWE L BEARKEER
HBERES UXHTECEEES X LK
BETL -

R-FE——F BERTEEETEINRER
MR RPN RR]D RMIRERTRS &
o BERERBESAA(NFEBRB ) HED
BRI ERE RS (TH/NEREER
HE])  AREBRAERBEABREEETER
EREATERAMECENZIZREOERITH
g EAREBZHIT  ARER-_ZT—_FF
EEP/NERMERRASIEEPRERET SN
o

AEBERXRTEREAZEELEZABERTE
B B RREERLERE - ZRRHERES
FEOE - TERNRABER BB kR
HARERREFP ZEEL BB RMHINRIE
2 o

BERTEGRAAEERTEERBERN T —=
FaiERzEP—ELTEEMEL

XGoIEE
REVIEW OF OPERATIONS

HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Commercial Banking

Commercial Banking, which includes trade finance, commercial
lending, syndicated lending, equipment finance and vehicle finance,
reported stronger loan and deposit growth, and much higher net profit
when compared to 2011. The stronger profitability was brought mainly
by significantly higher net interest income and non-interest income,
and a higher write-back in loan impairment provisions.

Net interest income was up by 29%, driven by higher loan and
trade bills balance, improvement in asset yields and reduction in
the cost of deposits in the year. The increase in non-interest income
was underpinned by higher customer transaction volumes, and the
stronger contribution generated by the provision of treasury products
and services to our commercial customers.

The overall loan balance of our Commercial Banking businesses,
including trade finance, trade bills and commercial loans for use
outside Hong Kong, but excluding commercial banking loans booked
by our subsidiaries in Macau and China, was up 12% relative to
2011, with cross-border trade finance (mainly through trade bills),
local wholesale and retail trade commercial lending, and equipment
finance being the main growth drivers. We continued to develop our
cross-border RMB business concentrating on trade finance and other
financing products to support the financing needs of the Hong Kong
trading arms of PRC enterprises.

During 2012, Commercial Banking continued its focus on providing
value-added banking services to small and medium enterprises
(“SME”) in Hong Kong. With the launch of the enhanced version
of the SME Financing Guarantee Scheme (“SFGS”) by the Hong
Kong Mortgage Corporation (“HKMC”), we had partnered with
HKMC to hold seminars for various trade associations in Hong Kong
including the Federation of Hong Kong Industries and The Chinese
Manufacturers’ Association of Hong Kong. As a result of our effort, we
achieved a meaningful market share in the SFGS program as of the
end of 2012.

The asset quality of our Commercial Banking loan portfolio remained
benign in general, with low overdue and impaired loan ratios. Overall
impairment provision was a net write-back, mainly caused by the
write-back in collective impairment provision, a reflection of sound
asset quality and strong financial positions of our commercial
customers.

Our Commercial Banking business is one of the key contributors to
the profit increase of our Banking Group in 2012.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Treasury

Our Treasury division, on the back of stronger net interest income and
non-interest income, achieved significantly higher profitability when
compared with 2011.

Global investment and money markets were generally more stable
relative to 2011, as the market in 2011 suffered from renewed
concerns relating to Europe during the third quarter, causing higher
market volatility and uncertainties during the second half year in 2011.
The improved market conditions in 2012 enabled our Treasury to
invest surplus funds at higher yields, even though the overall pool of
assets deployed by our Treasury only increased modestly. Liquidity
continued to be managed in a conservative manner, with liquid asset
balance and liquidity ratio maintained at prudent levels.

All major areas of our Treasury business outperformed 2011, including
the investment book, money market business, trading, marketing and
sales.

Working with our Commercial Banking division, our Treasury division
provided more treasury transactions and services to Commercial
Banking customers in 2012, and was able to generate higher non-
interest income when compared with 2011, in addition to the normal
foreign exchange and other trading income.

To manage down our risk exposures on some of our securities
investments, we continued to make securities disposals during the
year, and realized a higher loss on disposal. An additional impairment
provision for a credit investment was also made. Total charge of
impairment provision and securities disposal loss was broadly similar
to 2011.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Banco Comercial de Macau

Banco Comercial de Macau (“BCM”) is a wholly owned subsidiary
bank of Dah Sing Bank offering a comprehensive range of commercial
and retail banking products and services in Macau, and operated a
total of 14 branches in Macau as of the end of 2012.

BCM’s loans and deposits grew 10.4% and 5.5% respectively relative
to the end of 2011, with a loan to deposit ratio of 73.8% at 2012
year end. Loan growth was driven mainly by mortgage loans. It is
encouraging to see growth recorded in trade finance, vehicle finance,
credit card and personal loan, although these loan balances remained
relatively small in the BCM loan portfolio.

With the higher asset yields and an increase in interest-earning assets,
BCM recorded 18% increase in net interest income. Although its cost
of deposit increased year-on-year, competition for deposits in Macau
generally moderated in 2012, and BCM was able to lower the average
rate of its cost of deposits during the second half of the year, and
a steady improvement in its net interest margin, during the course
of 2012, was recorded. Total operating income grew by 10% when
compared with 2011, as its loan fee and foreign exchange income
were below 2011.

BCM'’s profit in the year was boosted by the gain on fixed assets
disposal, even though higher collective impairment charge, due to
loan growth, was incurred.

BCM'’s 2012 net profit, measured on Macau local book basis, was up
by 25% on 2011. Adjusting for the amortisation of intangible assets
(recognised at the initial acquisition of BCM) and some Group level
adjustments, the 2012 profit of BCM recognised in our Group level
financial reporting was 36% higher than 2011.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Dah Sing Bank (China)

Dah Sing Bank (China) Limited (“DSB China”) is a wholly owned
subsidiary of Dah Sing Bank and was locally incorporated in China in
2008.

DSB China recorded a strong growth in both loans and deposits in
2012, and ended the year with a healthy loan to deposit ratio at 67%.
Reporting under the Hong Kong financial reporting standards, DSB
China recorded a modest net profit contribution in 2012.

During 2012, DSB China expanded its customer base and industry
segments to further diversify its businesses, risk exposures and
deposit sources. In addition to the core commercial and retail banking
products and services, DSB China stepped up its development and
lending to SME and equipment finance customers.

DSB China now operates in 6 major cities in China, with a network
comprising the Shenzhen headquarters, and branches in Shanghai,
Nanchang, Zhenjiang and Guangzhou (with a sub-branch in Foshan),
offering a variety of services to our commercial, SME and equipment
finance, and retail banking customers in China.

MEVAS (1931) (formerly MEVAS Bank)

The former MEVAS Bank (“MEVAS”) ceased its banking business in
2012, and the remaining customer relationships and business were
transferred to Dah Sing Bank. MEVAS’ banking licence was revoked
before the end of 2012, and its name was changed to MEVAS (1931)
Limited.
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¥(BRFALDE @ HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
EERIT Bank of Chongqing

SERTEERIT) AEETRZETEH™ Bank of Chongqing (“BOCQ”) is the leading city commercial bank
PEERBIT  BEEATPRAIZAZHT © HER in Chongging. Chongging is the largest city in Western China with
=F-Ba&EAD . WAPENEEEHSZ— - & a population of over 32 million people, and is one of the 4 leading
BRITKELE—ARDITEIT  BERKE - municipalities in China reporting directly to Beijing. BOCQ operates
BEGRATZDITRET - a branch network of over 100 branches and sub-branches, including

branches and sub-branches in Chengdu, Guiyang and Xian.

STHENEBARE  LEREEME ZEBERIE Benefiting from China Western Development and particularly the
B BERFETR S —FXEFATS A strong economic performance of the greater Chongging region,
FlASE o BOCQ achieved another set of record results in 2012 with stronger
profitability.

ERRITESHRESARAIR R ERLET & BOCQ continued to record strong growth in loans and deposits, and
BARTHNEEER (REZTREREERS very benign asset quality with a low non-performing loan ratio and
ZPREREERE)  —_ T ——F2F5HE high loan loss reserve coverage. Net profit in 2012 reached RMB1.93
THE=ZTEARE - FHARABRELSRBH 2 billion, with a return on average equity of 26%. Total assets increased
TtHR - BEREENE-TREAEATZEAR RMB156.2 billion, up 23% relative to 2011.

¥ Bo_T—FENEsz-—t="

AEEREBRTZESEREAE 2=+ M Our interest in BOCQ remained at 20%, and our share of BOCQ net
EEERRITFRMNCIRBES AR EF ALK profit is incorporated in the Group’s profit on the equity accounting
EEZHMN Witk ARMHMENRIZES & basis and reported as the share of results of an associate, which
AEMENR —_E——F 7 =BRAT=ZAEFTT had risen from HK$353 million in 2011 to HK$491 million in 2012, an
e —E-—F7NEAT—BEBT  EigE increase of 39% including the effect of foreign exchange translation
BAOZ=TN(BEINERERRREIZE) - gain.

Rk EE R EMBE RISK MANAGEMENT AND INFORMATION TECHNOLOGY
R AEEBRERITETRERNMRRE - I During the year, we continued our strong focus in managing different
BRABINERNEBIEEELZEEEZEER types of risk, and spent additional effort in strengthening our credit
HE IR T REENNE —FTHHIRARERE risk management process including credit committee operations. We
B BEMMERBRLETES - RERER also made further effort in refining our risk management governance,
MERDDIELE - ZIERBENR —_ZE—=FF17 - development of new risk policies and oversight, including the work on

developing our new risk appetite framework, which will be put in place

in 2013.
AREBWR-_ZE——FXKNTRKEEHED L - We successfully accomplished the relocation of our data centre
D EFEREEMNEANRT EHREE in 2012, a complex project affecting our IT, businesses and
MRRERBES ZEMIAER « BEBLEE operations, with a higher degree of technology and operational risk.
FYEENKEYHNIER SR - REBMBIES With meticulous planning, close coordination and strong project
LEEIEERIER - WEBERNLRETEK management, our data centre relocation was smooth, and was

achieved on time and within budget.
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BEXRRBEE CAPITAL AND LIQUIDITY
—E-_—F —ZE——%

RERIT RITER Dah Sing Bank/Banking Group 2012 2011
MBS ERTT 2 & (B ARER Combined capital base of

(LAE 8B banking subsidiaries (HK$ million)

-R+-A=+—H - at 31 December
— 2B AR - Core capital 10,510 9,363
— K anEA - Supplementary capital 4,665 4,252
HRE 2 B ARNE RS R Total capital base after deductions 15,175 13,615
BT R R Capital adequacy ratio*
— 1z - Core 10.3% 10.5%
— B - Overall 14.9% 15.2%
MBEELE (FEFY) Liquidity ratio (average for the year) 50.1% 44.7%

* RZE——F+ A=+ —AZELRRRLLETY
REFBITER AR ([ KFRIT)) (RIERPIEE
RITRMDBRRA ([RPIFEERIT RAFE
T(PB)ARAR(TRFRT(RE)])) REH
(1931) BB A A (L8 (1931) ] - BIFELRAEIT
ARAR CR-ZE——F+—A-+-BHEA
BRAEIEUEBIFBRTER) 2ReHkns
Z(CRITEE CEAR) BB D ZER AR | EFEFTET
EHMEGILE R B——FE+=-A=+—HB2Z
EARFRUETIRFRITZGELE - L EAXF
RHLENFHEE ZRITISREBRMZIERR -

ERRZBITEBR _B—_FR_T——54
FRERRZEARFTELLE - HR _—_FT——FM
RERIT ([ RFIRTT ) EA T EBTHIEIRA
(AARKREZ HRERABTHBARAFCRERE
BARBHHE T —EELXE IR -_T-F
FTHFER)E AFER_ZE—_FT+F
A RFTIRITE AN B TR ARA - AT BYIE
SRAFTIRITHOE AR -

AEEBELENTECREERREEEB
FNOEREA R BRBRLHLE —T—=F
—A—BRERZFEEMGE NE AR BIFIK
¥ RENTEBHENMERRE

R T EEER AR | T —aas | —

The capital adequacy ratio as at 31 December 2011 represents the
combined ratio of the consolidated position of Dah Sing Bank, Limited
(“DSB”) (covering Banco Comercial de Macau, S.A. (“BCM”) and Dah
Sing Bank (China) Limited (“DSB China”)) and MEVAS (1931) Limited
(“Mevas (1931)”, formerly known as Mevas Bank Limited which had
ceased to be a licensed bank in Hong Kong with effect from the close
of business on 22 November 2012) computed on Basel Il basis with
reference to the Banking (Capital) Rules. The capital adequacy ratio as
at 31 December 2012 represents the consolidated ratio of DSB. These
capital adequacy ratios take into account market risk and operational
risk.

The Group’s banking business maintained relatively healthy capital
adequacy ratios in 2012 and 2011. Further to the injection of HK$1
billion new equity to Dah Sing Bank (“DSB”) in 2011 supported by
the Company’s HK$1 billion rights issues and also Dah Sing Financial
Holdings Limited’s own rights issue at HK$1.2 billion, both concluded
in late 2010, the Company injected an additional HK$400 million new
equity to DSB in late 2012 to help bolster DSB’s capital base.

Based on the capital rules including the transition arrangement
consistent with the Basel Il capital standards prescribed by the Hong
Kong Monetary Authority, we are confident that we will be able to
operate at capital levels in 2013 meeting the HKMA and the new Basel
Il capital rules that have come into effect starting from 1 January
2013.
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ERXRRBEE @) CAPITAL AND LIQUIDITY (continued)

FR RZE—ZF_F K#FRTEIT During the year, DSB issued a new Lower Tier 2 subordinated debt at
ZRZTHRAEEFTME T (RBETHHO—ENT S$225 million (approximately US$180 million at the time of issue) in
BET)NF —_PREREEY  REREGEEE February 2012, and after receiving the Hong Kong Monetary Authority
TREERBIER  KERITR_ZE——F/\H approval, DSB exercised its call option to fully redeem US$150 million
ITEEEDE  BHELD—ERATEETLZI=H Lower Tier 2 subordinated debt in August 2012.

IRFIREETS ©

XERTRZARBEEMLS  BRERERRITHE Our Group continued to maintain throughout the year a very high
T UAREESERIERER RS EERENE liquidity ratio backed by a strong pool of liquid assets including cash
BES AEERBEFANEERFIERERZR and placements with banks, and diversified marketable securities held
EYEELLE o for investment and liquidity purposes.
ABDER HUMAN RESOURCES
REBZRITEBN S —— FEHEMEFHHE The Group adopted its new medium term strategy and a set of
FHEAR —RIEEHIEERANEE - RN updated guiding principles and values in 2011. During 2012, a
——F > REFEREPE-ZVPEEERBEEIR series of corporate value building training and programs to deepen
HE  UWRLEIHAEBEFGRER  EBER staff members’ understanding of our mission and vision, guiding
AR BEMTER - LEISII| AN B IET RAH principles and values were conducted. These helped foster a stronger
Bl ARFRANEFHER  RSEE AR organization culture, with the emphasis on customer commitment,
PHEE AYRASEHREABEIEIREE service quality and operational excellence. To support the Group’s
JHEGE  NEBRBPBEREETIEY - commitment in enhancing staff’'s competence and professionalism,
we continue to invest in staff training.
REBEEHR N BREFHNHNEREREEES We continued our effort to ensure that our remuneration system and
ST RMMh Z EBEFINGE 2SI FTE 2B E practices are consistent with the requirements set out in the Guideline
BEAEEZEREIEEBEU MBS TS on a Sound Remuneration System issued by the HKMA, including
DY #HEAERENRERVBEEREAT SRS our risk management framework, and proper review mechanism to
NIIREB AT © support the achievement of long-term financial soundness of the

Group while remaining competitive in attracting and retaining talents.
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HUMAN RESOURCES (continued)

We continued our work to improve the service excellence, teamwork,
caring and trust culture throughout the organization. Our staff social
club continued to promote staff and family well-being, and organised
different social and sports activities to help promote wellness, affinity,
friendship, health and community services. We are also among the
very first group of companies that participated in the Caring Company
Campaign initiated by the Hong Kong Council of Social Services.
We have been awarded as a “Caring Company” for more than ten
consecutive years since the recognition was launched, and have
become a member of the first group of Hong Kong companies to have
the “10+ years Caring Company” recognition.

The Group’s headcount increased in 2012 as a result of our business
growth and increasing demand for human resources to strengthen our
capabilities in both business units and support functions. The total
number of employees of our Group, including our staff in Macau and
China, increased from 2,193 at the end of 2011 to 2,254 at the end of
2012.
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() TLEERER () CORPORATE GOVERNANCE PRACTICES

REEBHEEYSKEZLEEE  WEBESEE The Group is committed to high standards of corporate governance,
BERSMERAGESEMMRA( EmAEA]) and observes all of the code provisions set out in the Corporate
igg+ PO e E A<FRI) ([ZE<FRI) &I 2 Governance Code (the “Code”) under Appendix 14 of the Rules
BSFRNES o Governing the Listing of Securities of The Stock Exchange of Hong

Kong Limited (the “Listing Rules”).

AERETHEIR FHARBIMSETIUmMEE - WA This report is issued in accordance with Appendix 14 of the Listing
RARITZEFRIFTEER 2B Rules, and explains how the Company applies the principles of the
Code.
n EEZBHFRS () DIRECTORS’ SECURITIES TRANSACTIONS
AARDRMN—EESHTESFLSGZSH & The Company has adopted its code for directors’ securities
IEFCTER E AR R+ E BT AZEFHEST transactions on terms no less exacting than the prevailing required
BHERXGNRETAMREZRE - LABEN standard set out in the Model Code for Securities Transactions by
B KANTEEWER  BENRBEAFEEHDEST Directors of Listed Issuers under Appendix 10 of the Listing Rules.
IEAESFA o Following specific enquiry, the Directors of the Company confirmed
that they have complied with the Model Code throughout the year.
(m == (1) THE BOARD OF DIRECTORS
Exg The Board
EESREEEREEARNT - MEEEK KL The Board is responsible for the leadership and control of the
HENE I EZeNBEERAARARE Company so as to promote its success and continued growth.
2ZRBEE  NHEENEEARFIE -EEEF The Board is also responsible for ensuring that the Company has
HERERFAERRITEZEET  WAKERZ sound systems of risk management, internal control and regulatory
FHIEREEAE - EF B R/NAAHIE HEBHE compliance. The Directors, collectively and individually, have a duty to
EEE WASERAATEEEETXEEEZ act in good faith, and to take decisions objectively in the interests of
ZIEM © the Group. The Board sets the business objectives for the Company,
and monitors the execution of those objectives by the management of
the Company.
EE2vANK 22 RESSEI Board Composition, Meetings and Board training
EEENERBITEFITELEE(XR)  E The Board is made up of Messrs. David Shou-Yeh Wong (Chairman),
EEEAE  FHEBEAE(TTRAR) RERER Hon-Hing Wong (Derek Wong), Harold Tsu-Hing Wong (Chief
H o ERTTES/ I B LE BN IERITES Executive) and Gary Pak-Ling Wang as executive directors, Mr.
SEEGLE  REERE  BEANLERRIRA Kazutake Kobayashi as non-executive director, and Messrs. Robert
Sk BEZEABRENHNECEEE10E © Tsai-To Sze, Andrew Kwan-Yuen Leung, Seng-Lee Chan and Yuen-

Tin Ng as independent non-executive directors. Brief biographical
details of the directors are set out on pages 6 to 10.
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m E=g2mW (1) THE BOARD OF DIRECTORS (continued)
BEEgCvHAR  2BEREESE@ Board Composition, Meetings and Board training (Continued)
EEe TR ARARRER(RBEEZER Board meetings are held at least four times each year at approximately
17) WEBFEH 9|\77F;‘ﬂ§$/;§;§ E= quarterly intervals, and additional board meetings are held as
tREEFgeHEk _Eﬂx%ﬂﬁﬁ’\ (A& necessary. Details of Directors’ attendance at the Board meetings and
HiBEFKZ]) LA&ZK —E-—F+= AWK the annual general meeting (the “AGM”) in 2012 and training on the
HE#rEE=[/0 - Hakﬁb&ﬂat; =l 7 B ER roles, functions and duties of directors organized by the Company on
T%: 4 December 2012 are set out in the following table:-
BEaiEi
ZHER
Exgg [ Board
Board BEXE training
meetings AGM attendance
—E-—FREEEAHEREARE Total number of meeting(s) held in 2012 6 1 -
BUHHITEE Independent Non-Executive Directors
£ B Robert Tsai-To Sze 6/6 1 2 Yes
REE Andrew Kwan-Yuen Leung 3/6 0 72 Yes
PR 3 Seng-Lee Chan 6/6 1 2 VYes
RIRH Yuen-Tin Ng 4/4 1 2 Yes
(R=ZF——FH—HEZT) (appointed with effect from 1 April 2012)
B4 Lon Dounn 22 TEFANA. TEANA
(R=ZF——FMH—HREF) (resigned with effect from 1 April 2012)
FHITEE Non-Executive Director
IR Kazutake Kobayashi 4/6 1 % (FE)
No (Note)
HITEE Executive Directors
Tr¥ David Shou-Yeh Wong 6/6 1 ZYes
HEH Hon-Hing Wong (Derek Wong) 6/6 1 ZYes
FHE Harold Tsu-Hing Wong 6/6 1 2 Yes
Tk Gary Pak-Ling Wang 6/6 1 2 Yes
HEEX Lung-Man Chiu (John Chiu) 3/3 1 7= Yes
(RZF—ZF+ A+ HAZRK) (retired with effect from 14 July 2012)
M - IR —RR T - —F2MEEEEEE 2 F Note: Mr. Kazutake Kobayashi attended training courses on various subject
RIZ2 - BEEBRFEAMZERLERERES matters including the Macro Economic Environment in Hong Kong and
HRITETS - Mainland China, and Banking Business in Hong Kong in 2012.
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(Il THE BOARD OF DIRECTORS (continued)
Board Composition, Meetings and Board training (Continued)

Notice of at least 14 days is given of regular Board meetings to give
all Directors an opportunity to attend. For all other Board meetings,
reasonable notice is given in advance. Directors may submit to the
Company Secretary, in writing, and at least seven days in advance,
matters that they would like to include in the agenda for regular Board
meetings. Minutes of the Board and committees of the Board are kept
by the Company Secretary or the secretary of the relevant committee,
and are open for inspection at any reasonable time on reasonable
notice by any director.

Directors may, upon reasonable request, seek independent
professional advice in appropriate circumstances, at the Company’s
expense. In circumstances where Directors believe that independent
advice is needed, they should approach the Company Secretary or
the Chief Executive in the first instance with their request. No such
request will be unreasonably denied, and the Company Secretary
or the Chief Executive will endeavor to identify and engage an
appropriate professional adviser at the expense of the Company. The
Company maintains appropriate insurance cover in respect of legal
action against its Directors.

All directors appointed to fill a casual vacancy shall be subject
to election by shareholders at the first general meeting after their
appointment. Every director, including those appointed for a specific
term, shall be subject to retirement by rotation at least once every
three years.

The Board has delegated the day-to-day responsibility of running
the Group to the executive management, and has delegated
responsibility for certain matters to a number of committees, which
are described more fully in the following sections. There are a number
of matters which require the deliberation of the full Board, and may
not be delegated to the committees of the Board or the executive
management. These reserved matters include:

° Transactions that a substantial shareholder or a director has a
conflict of interest;

° Material acquisitions or disposals at an amount that exceeds
10% of the lower of the Company’s net asset value or market
capitalization at the relevant time;
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(Il THE BOARD OF DIRECTORS (continued)
Board Composition, Meetings and Board training (Continued)

° Material investments or disposals of investments (except for
normal investment or dealing in securities in the ordinary course
of deploying the surplus funds or investment funds of the
Group);

° Any material change in the nature of the Group’s business;
° Appointment of new directors;

° Approval of relevant policies; and

° Approval of annual budget.

(V) CHAIRMAN AND CHIEF EXECUTIVE

The Company acknowledges that there are two key aspects of its
management — the management of the Board and the day-to-day
management of its business, and that there should be a clear division
of these responsibilities at the Board level to ensure a balance of
power and authority, so that no one individual should have unfettered
powers of decision. The roles and objectives of the Chairman, Mr.
David Shou-Yeh Wong, and the Chief Executive, Mr. Harold Tsu-Hing
Wong, are therefore separated and have been approved by the Board.
The Chairman mainly provides leadership for the Board to ensure
that the Board works effectively and discharges its responsibilities,
and all key and appropriate issues are discussed by the Board in a
timely manner. The Chief Executive is responsible for the day-to-
day management of the Company to provide business direction and
operational leadership for the benefit of the Group’s businesses,
enhance shareholder value and ensure sound internal control. Mr.
David Shou-Yeh Wong is the father of Mr Harold Tsu-Hing Wong.

(V) NON-EXECUTIVE DIRECTORS (INCLUDING
INDEPENDENT NON-EXECUTIVE DIRECTORS)

The Company has one non-executive director and four independent
non-executive directors. Each of the independent non-executive
directors has provided to the Company confirmation of independence
as required by Rule 3.13 of the Listing Rules. The Company has
complied with Rule 3.10(1) and (2) and 3.10A with sufficient number
of independent non-executive directors who possess the appropriate
professional qualifications and experience.
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(V) NON-EXECUTIVE DIRECTORS (INCLUDING
INDEPENDENT NON-EXECUTIVE DIRECTORS)
(Continued)

Non-executive directors are appointed for a specific term, subject
to re-election. The term of appointment of non-executive directors
is normally for a term which coincides with their expected dates of
retirement by rotation at least once every three years.

Non-executive directors, as equal Board members, give the Board
and any committees on which they serve the benefit of their skills,
expertise and varied backgrounds and qualifications through regular
attendance and active participation. They attend regular and special
Board meetings, and are encouraged to attend the general or special
meeting of the shareholders of the Company. The non-executive
directors make valuable contribution to the development of the
Company’s strategy and policies through independent, constructive

and informed comments and suggestions.

(Vi BOARD COMMITTEE - NOMINATION AND
REMUNERATION COMMITTEE

Nomination of Directors

The terms of reference of the Board sets out the requirement for a
formal, considered and transparent procedure for the appointment
of new directors to the Board. The terms of reference also explicitly
prohibit the delegation of decisions regarding the appointment of
new directors to sub-committees of the Board or to the management
of the Company, and require that such appointments are made after
deliberation by the full Board.

Remuneration of Directors

The Remuneration Committee was established by the Company in
August 2005 with specific written terms of reference setting out its
role and responsibilities. The Committee was reconstituted as the
Nomination and Remuneration Committee of the Company in August
2006 with a set of updated terms of reference. It is responsible,
among other things, for the review of the nomination of new directors,
approval of the remuneration of directors and senior management.
In December 2010, the Committee’s terms of reference were further
updated to cover the following additional roles and responsibilities:

- To assist the Board in discharging its responsibility for the
design and operation of the Company’s remuneration system;

- To review and make recommendation in respect of the
Company’s remuneration policy and practices to the Board;
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(Vi BOARD COMMITTEE - NOMINATION AND
REMUNERATION COMMITTEE (Continued)

Remuneration of Directors (Continued)

- To be delegated with the responsibility of the Board to
determine the specific remuneration packages of Senior
Management as defined in the Group Remuneration Policy; and

- To ensure that regular review of the Company’s remuneration
system and its operation is conducted.

The majority of the members are independent non-executive
directors. The terms of reference for the Committee are available for
inspection at the Company’s registered office and website.

The Nomination and Remuneration Committee held three meetings in
2012. The current members of the Committee and their attendance
records in 2012 are set out below:

Number of meetings held in 2012 3
Robert Tsai-To Sze (Chairman) 3/3
Andrew Kwan-Yuen Leung 2/3
Seng-Lee Chan 3/3
David Shou-Yeh Wong 3/3
Hon-Hing Wong (Derek Wong) 3/3

The work of the Nomination and Remuneration Committee during
2012 included:

- Determining and approving the remuneration levels for
executive directors and senior management

- Reviewing the nomination of directors to the Board and senior
management of the Company and of the Group

- Reviewing the terms of reference of the Committee

- Reviewing the Group’s remuneration policy and related systems
and practices

- Reviewing the disclosure on the Company’s remuneration
systems and practices
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(Vi BOARD COMMITTEE - NOMINATION AND
REMUNERATION COMMITTEE (Continued)

The Group Remuneration Policy

The Group’s policy on remuneration is to maintain fair and competitive
packages for its employees, which are commensurate with market
terms, and are based on business needs, expertise and quality of
the individuals, and with proper reference to industry practice and
regulatory guidelines.

For determining the level of fees paid to members of the Board of
Directors, market rates and factors such as each director’s workload
and required commitment will be taken into account. The following
factors are considered when determining the remuneration packages
of executive directors:

- Business needs and performance

- The economy and business conditions in general
- Each individual’s contributions to the Group

- Risk related performance

- Reference to market pay level commensurate with the
individual’s responsibility

- Consideration of regulatory guidelines
- Retention considerations and each individual’s potential

During the process of consideration, no individual director will be
involved in decisions relating to his/her own remuneration.

Auditors’ Independence and Remuneration

The Company has reviewed and is satisfied with the independence of
the Company’s external auditors, PricewaterhouseCoopers (“PwC”),
for performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only when
the Company can benefit in a cost-effective manner and the
independence and objectivity of PwC as the Company’s external
auditors can be maintained. Otherwise, professional services from
other firms are used.
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(Vi BOARD COMMITTEE - NOMINATION AND
REMUNERATION COMMITTEE (Continued)

Auditors’ Independence and Remuneration (Continued)

In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services during 2012
by rendering review of tax returns and computation, tax advisory
services, review of the Group’s interim financial disclosure, and review
of the update on the offering circular of Dah Sing Bank, Limited’s
US$2 Billion Euro Medium Term Note Programme.

Details of the fees payable to PwC for the year for audit and audit-
related services are set out in note 10 to the financial statements.

(Vi) AUDIT COMMITTEE

The Audit Committee, established by the Board of the Company, is
responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the directors have exercised
the care, diligence and skills prescribed by laws, and that appropriate
accounting and financial reporting standards are followed.

The Committee makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The Committee
reviews and monitors the external auditors’ independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards.

The Committee reviews and monitors the integrity of the Company’s
annual and interim financial statements, including significant financial

reporting judgements used in producing the financial statements.

The Committee reviews the Company’s internal controls and reports
its major findings and comments to the Board. Descriptions of the
Company’s internal control system are set out below, whilst for
risk management, these are shown in the Supplementary Financial
Information under Risk Management and described with appropriate
financial quantification in the Financial Risk Management sections as
notes to the annual financial statements.

The terms of reference for the Audit Committee are available for
inspection at the Company’s registered office and website.
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(Vi) AUDIT COMMITTEE (Continued)

The members of the Committee are Mr. Robert Tsai-To Sze
(Chairman), Mr. Seng-Lee Chan and Mr. Yuen-Tin Ng. All of
the members of the Committee are independent non-executive
directors with extensive experience in banking, finance and
business management. The Committee’s chairman, Mr. Sze, is
a qualified accountant and was a partner of a predecessor firm
of PricewaterhouseCoopers up to June 1996. None of the other
committee members are employed by or otherwise affiliated with the
former or existing external auditors of the Company.

The Committee members meet at least three times a year with the
Company’s senior management, the head of internal audit and the
external auditors. In 2012, a total of three meetings were held.

The attendance record of individual directors at the Audit Committee
meetings in 2012 is set out below:

Number of Audit Committee meetings in 2012 3

Independent Non-Executive Directors

Robert Tsai-To Sze (Chairman) 3/3
Seng-Lee Chan 3/3
Yuen-Tin Ng (appointed with effect from 1 April 2012) 2/2
Lon Dounn (resigned with effect from 1 April 2012) 11

To enable directors to be informed of the discussions and decisions
of the Audit Committee, the minutes of the Audit Committee meetings
are included in the board papers of regular board meetings sent to
directors.

The following is a summary of the work of the Audit Committee during
2012 in discharging its responsibilities:

a. Review of, and providing advice and recommendations to the
Board for the approval of the 2011 results announcements and
audited financial statements of the Group, and the 2012 interim
report;

b. Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2011 audit and financial

statements;
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(Vi) AUDIT COMMITTEE (Continued)

C.

Review of the Corporate Governance Report of 2011 for
inclusion in the Company’s 2011 annual report and the key
changes to the Corporate Governance Code of the Listing

Rules;

Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
Audit Committee in the second half of 2011 and the first half of
2012;

Review of connected party transactions and disclosure;

Review and approval of the appointment and remuneration of
external auditors;

Review of the findings and recommendations of the external

auditors;

Review and approval of the external auditors’ audit plan;

Review and approval of internal audit plan;

Review of the internal audit’s work, findings and recommendations;

Review of update from Group Legal and Compliance on the
Hong Kong Monetary Authority (“HKMA”) examinations and
regulatory concerns, management’s actions in implementing the
HKMA'’s recommendations;

Review of the highlight of major new accounting and financial
reporting standards and guidance issued by the Hong Kong
Institute of Certified Public Accountants, and impact to the
Group on their adoption; and

Review of significant accounting treatments for the preparation
of 2012 financial statements.
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(VIl) AUDIT COMMITTEE (Continued)
Accountability and Audit of Financial Statements

It is the responsibility of the Board to present a balanced, clear and
comprehensible assessment of the Company’s performance, position
and prospects.

Management is responsible for providing such explanation and
information to the Board to enable the Board to make an informed
assessment of the financial and other information put before the
Board for approval.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 2012, the
Directors are not aware of any material uncertainties relating to events
or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concern. The Directors have prepared
the financial statements of the Group on a going-concern basis.
The responsibility of the Group’s external auditor on the financial
statements is set out in the Independent Auditor’s Report attached to
the Group’s financial statements.

The Board is also responsible for providing a balanced, clear and
understandable assessment to annual and interim reports, other
price-sensitive announcements and other financial disclosures
required under the Listing Rules, as well as to information required to
be disclosed pursuant to statutory or regulatory requirements.

Internal Controls

The Board has delegated to management the responsibility to
develop and maintain a sound internal control system. The internal
control system, operating through a framework of management and
operational controls, and risk management systems, is intended to
allow the Board to monitor the Group’s business performance and
financial positions, to control and adjust risk exposures, to adopt
sound business practices, to obtain reasonable assurance on controls
against fraud and errors, to ensure compliance with applicable laws
and regulations, and to exercise oversight on and provide guidance
to management in achieving the Company’s objectives. However, it
should be recognized that the Group’s internal control procedures
can only provide reasonable, not absolute, assurance against material
errors, losses or fraud.

I DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012

39



REAME
CORPORATE GOVERNANCE REPORT

vIl) ERZEEE @ (Vi) AUDIT COMMITTEE (continued)

R EBEE#E () Internal Controls (Continued)

AEEDHRTSIEAERARAIOE T - HRH The key procedures that the Group has established to maintain an
IREDAAT ¢ effective internal control system are as follows:
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A clear management organizational structure is set up with well-
defined lines of authority, accountability and responsibilities.

- Specialized committees are formed to oversee and control
significant risk factors, such as credit risk, liquidity and interest
rate risks, operational risk and compliance risk.

- Regular reporting of the performance of the Company’s
businesses to senior management and management
committees including the Executive Committee. Actual
performance results against budgets are closely monitored. The
Board reviews the Group’s business and financial performance
on a quarterly basis.

- Written policies and procedures are established to facilitate
proper assessment of customers, services to customers,
segregation of duties, accuracy and completeness of
transaction processing, safeguarding of assets, credit control
and risk monitoring, control of business exposures, compliance
control and monitoring (including anti-money laundering),
staff training, IT development, IT governance and information
security, business continuity planning, financial control
(including accounting, regulatory reporting, financial reporting
to comply with regulatory and financial reporting standards,
management accounting and budget control, reconciliation of
accounts), and system of management oversight including the
operations of various functional committees.

- The independent internal audit function monitors compliance
with management policies and procedures, and regulatory
requirements; and will conduct a wide variety of internal
control reviews and audit activities such as compliance audits
and operations and systems reviews to ensure the integrity,
efficiency and effectiveness of the systems of control. The Head
of Internal Audit reports functionally to the Audit Committee and
administratively to the Chief Executive with direct access to the
Executive Committee.
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(Vi) AUDIT COMMITTEE (continued)
Internal Controls (Continued)

- The independent group risk function monitors and reports the
Group’s risk positions and analysis to the Risk Management and
Compliance Committee, Executive Committee and the Board,
and operates to sustain a sound asset quality in the portfolio of
the Group’s businesses with due consideration of a proper risk
and return balance.

- The Group’s business continues its ongoing upgrade of risk
management framework and capabilities to strengthen its risk
control and effectiveness, which are key to the maintenance of
sound internal control process of the Group.

- The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability
of compliance requirements and is responsible for overseeing
and guiding the development, maintenance and enhancement
of compliance system, policies and practices to ensure
compliance with all statutory requirements and regulatory
guidelines. The Legal and Compliance Division of the Group
performs an independent on-going monitoring role on the
Group’s compliance with relevant rules and regulations.

Assessment of Internal Control System

In assessing the effectiveness of the internal control system, the
Board has considered reviews performed by the Audit Committee and
executive management, and the findings of both internal and external
auditors.

The 2012 reviews included an annual assessment of internal control
system with reference to the provisions of the Code regarding internal
controls. Under the direction of the Audit Committee, the Group’s
Internal Audit in the year conducted an assessment covering all
material controls, including financial, operational and compliance
controls and risk management practices. The Group will continue to
work to enhance its internal control system and processes.
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(Vi) B R AEF (VIll) SHAREHOLDERS’ RIGHTS

(1) BHERRESIAE (1) Convening an Extraordinary General Meeting
BERFBEERRA T D% EHERAE - A2 Shareholder(s) holding not less than 5 percent of the paid-up capital
BHARARRZREERIKE - of the Company may put forth requisition to convene an Extraordinary

General Meeting of the Company.

EHRZEEE)VHASZAN  (\EAS2EAS The requisition must (i) state the objectives of the meeting, (i) be
E - R EXARATMRBEASTITE—BEN signed by the requisitionist(s) and (iii) be deposited at the Company’s
ERHERmP O =T NEZaAMRERE - 225 registered office at 36th Floor, Dah Sing Financial Centre, 108
ENAREZMERER Z2XH  §HHE MK Gloucester Road, Hong Kong. It may also consist of several
ZAIE2FAEE documents in like form, each signed by one or more requisitionist(s).

ZERFENMAIBHNSE2BZAZIUE () SE2H The requisition must also state (i) the name(s) of the requisitionist(s),
AZEERERL - R (i) T EBAFEARARRTRER (i) the contact details of the requisitionists(s) and (jii) the number of
Pt ordinary shares of the Company held by the requisitionist(s).
EETSENERSER AR 21 RANLZHEH The Directors must proceed to convene an Extraordinary General
BREFHARE - ZSHBARESHRBANEEHAEH Meeting within 21 days from the date of the deposit of the requisition.
%28 KNARF ° Such meeting should be held on a day not more than 28 days after the
date on which the notice convening the meeting is given.
MEEEREERMIMRRERIRE - 25 Ask If the Directors fail to convene the Extraordinary General Meeting
HEREEBAMFARSE —FULEZE2EFA 7 as aforesaid, the requisitionist(s), or any of them representing more
BITAMEE  BEABLARZEE  ARE than one-half of the total voting rights of all of them, may themselves
EEERZ AR 3 EARNET - convene the meeting. Any meeting so convened shall not be held
after the expiration of three months from the date of the deposit of the
requisition.
HEFARLMSTAEBR g AFEERRA A meeting so convened by the requisitionist(s) shall be convened in
REEsedlkReZ 2 AAEM - the same manner, as nearly as possible, as that in which meetings are
to be convened by the Directors.
ZEFANNRAEETSARAELABHRSEMEEZ Any reasonable expenses incurred by the requisitionist(s) by reason of
THEAEER  BRAQARENTFEEHRE the failure of the Directors to duly convene a meeting shall be repaid
FA ° to the requisitionist(s) by the Company.
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(VI BRERABER () (Vi) SHAREHOLDERS’ RIGHTS (continued)

2 PBREASRLEH= (2) Putting forward proposals at general meetings
FERRBEHRRAT DR 25% 2 IKE - A Shareholders holding not less than 25 percent of the paid-up capital
DRBOM BHFANFHEERMEE 2BRE - 7] ¢ of the Company, or, not less than 50 shareholders each holding

specified number of shares in the Company, may:

- RERERXg LRI - put forward a proposal at a general meeting

- RHEMKRRASEEHBERERERS 8 - circulate to other shareholders a written statement with respect
ERaE to matters to be dealt with at a general meeting

BRANKRERASIREB R ZIREEN  12F &6 Shareholders may refer to Section 115A of the Companies Ordinance

[RZE—FFHMER  SWRERAILEFE LIS (Chapter 32 of the Laws of Hong Kong) for further details on the

32 B A AUEHBINE 115A (5 o shareholder qualifications and the procedures and timeline in

connection with the above.

B RMEZERHENR () Submission of enquiries to the Board

BRABEEREBFEETCHICET  ERXARQ Shareholders may send their enquiries requiring the Board’s attention
Bz iaMitsEE  WirrAArWmER - EHEH to the Company Secretary at the Company’s registered office.
REFAREBFASEABRERFIREG - RZF Questions about the procedures for convening or putting forward
Re HIRHEBZZREF Al [AARWERD - proposals at an Annual General Meeting or Extraordinary General

Meeting may also be put to the Company Secretary.

(IX) AEsERHF (IX) CONSTITUTIONAL DOCUMENTS

REZT——F ARaWES T HABERERE The Company has not changed its Memorandum and Articles of
K 4BAl o Association in 2012.

X) QRME (X) COMPANY SECRETARY
ARABZARMEEBEBHAZSIMAR AR The Company Secretary of the Company possesses the relevant
THRAIE320FB NEEZIEBEER MK - qualifications and experience pursuant to the requirements of rule
HE_T——F+_A=+—HBUUBFE & 3.29 of the Listing Rules of the Stock Exchange of Hong Kong. She
DES T OB E/E 2 B EERE - has taken no less than 15 hours of relevant professional training

during the financial year ended 31 December 2012.
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X)) FEBREXRS (XI) CONTINUING CONNECTED TRANSACTIONS

MR T 4985 2 HBEBET ST S - & In respect of the continuing connected transactions as set out in Note
REIZEEEIINTEZCDEN LR F I 49 to the financial statements, all the Independent Non-executive
REMZ S TR T aliE ST - Directors of the Company have reviewed the said transactions and

confirmed that the said transactions have been entered into:

(1) EARRRZHER

B H ERIENE (1)  in the ordinary and usual course of business of the Company;

(@ HEFBEEGNR & (2)  on normal commercial terms; and
(B) MWEEHEXSINBEIER  MBBIEIE (8) in accordance with the relevant agreements governing them
NEEE - WEARFEARRARZHE - on terms that are fair and reasonable and in the interests of the
Company.
gEoh - AR BB EREEINEZEEIRRE S Further, the Company has engaged its external auditor to report on
B A@MEh  BAEEEISERE 30005 [ FFE the Company’s continuing connected transactions in accordance with
R EFBEMEERNZEETIEIZRE I Hong Kong Standard on Assurance Engagements 3000 “Assurance
2BEBHPFE 7405 [BERES LR AT Engagements Other Than Audits or Reviews of Historical Financial
BEBBEXGZZEBMIG ] BEARARRZE Information” and with reference to Practice Note 740 “Auditor’s
BB HWIRTHE - RIE ETHRIZE 14A.38 Letter on Continuing Connected Transactions under the Hong Kong
& NN B2 INEZ BB E LB 15 3R R ML 49 B Listing Rules” issued by the Hong Kong Institute of Certified Public
B RBERER G ESERREWR  BHER Accountants. The auditor has issued an unqualified letter containing
BEH 7HEEZ AT EB%EREEZ2F their findings and conclusions in respect of the continuing connected
TRZTEBBERSHARRAT transactions set out in Note 49 to the financial statements in

accordance with Listing Rule 14A.38. A copy of the auditor’s letter has
been provided by the Company to The Stock Exchange of Hong Kong
Limited.
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EEEWRES
REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial
statements for the year ended 31 December 2012.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of Dah Sing Banking Group Limited (the
“Company”) is banking investment holding. The principal activities
of the subsidiaries are shown in Note 32 to the financial statements.
An analysis of the performance of the Company and its subsidiaries
(the “Group”) for the reporting period by business and geographical
segments are set out in Note 5 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2012 are set

out in the consolidated income statement on page 61.

The Directors declared an interim dividend of HK$0.08 per share and a
total of HK$100,109,688.40 in cash was paid on 26 September 2012.

The Directors recommend the payment of a final dividend of HK$0.23
per share in cash, totalling HK$287,815,354.15.

SHARE CAPITAL

Movements in the share capital of the Company during the year are
shown in Note 45 to the financial statements.

RESERVES

Movements in the reserves of the Group and of the Company during
the year are set out in Note 46 to the financial statements.

DONATIONS

During the year, the Group made charitable and other donations
amounting to HK$1,488,000.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are shown
in Note 34 to the financial statements.
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E=xg DIRECTORS
AEEANBEEAREBR LEET S The Directors during the year and up to the date of this report are:
FFE David Shou-Yeh Wong

EY4 Chairman
EHEHE Hon-Hing Wong (Derek Wong)

BlE/E Vice Chairman
sEm- Robert Tsai-To Sze*
REE* Andrew Kwan-Yuen Leung*
R s ) > Seng-Lee Chan*
RRHE* Yuen-Tin Ng*

(R=ZF—=—FH—HAEZ) (appointed with effect from 1 April 2012)
PR — 2 Kazutake Kobayashi
F1H 5 Harold Tsu-Hing Wong

BHBAIEFE I TINAAR, Managing Director and Chief Executive
FirZ Gary Pak-Ling Wang
EE 4 Lon Dounn*

(R=ZF——F A —HiRF) (resigned with effect from 1 April 2012)
HEBE Lung-Man Chiu (John Chiu)

(RZF—ZF+A+IHZE0) (retired with effect from 14 July 2012)
CBUHNITEE * Independent Non-executive Directors
RRA N FIAMERMANE105 106168 E - & In accordance with Articles 105 and 106 of the Company’s Articles
Fe=02— (IEABIOEBTIR=02—) of Association, one-third (or the number nearest to and not less than
EMEEERZKEENEE 2 RRBFASH one-third) of the Directors being those who have been longest in office
BEER - BIEMAIE105K%1061F 2 RIEESAIBE shall retire by rotation at each annual general meeting. The Directors
IR o retiring under Articles 105 and 106 are, however, eligible for re-

election.

ARREWEI S B IERTEERENESFALE The Company has received an annual confirmation from each of the
FEFENRHEBIHELNFERRE - AR Independent Non-executive Directors as regards their continued
BRI R RNRR © independence while serving as members of the Board of Directors

during the year, and the Company still considers all the Independent
Non-executive Directors to be independent.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 31 December 2012, the interests and short positions of the
Directors and the Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were required to
be notified to the Company and The Stock Exchange of Hong Kong
Limited (the “SEHK”) pursuant to Part XV of the SFO (including
interests and short positions which they have taken on or are deemed
to have acquired under such provisions of the SFO), or which were
required pursuant to the SFO, to be entered in the register referred to
therein, or as otherwise required to be notified to the Company and

the SEHK pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers and the code of conduct regarding
directors’ securities transactions adopted by the Company were as

follows:
) EXQAREBATMEZROER a) Interests in shares of the Company and associated
corporation
R
HRBC#T
BRABS
Percentage
of share
ROgE interest
Number of shares in the
BARS EEER HitiEs BEtER relevant
Personal Corporate Other Total share capital
= Director Interests Interests® Interests Interests in issue
FEAARASRERE Number of ordinary shares of
1BTEBRRR A HK$1 each in the Company
TF¥ David Shou-Yeh Wong - 933,447,896@ - 933,447,896 74.59
EAAHEREERRAR Number of ordinary shares of
SREE2ER HK$2 each in Dah Sing
LERKRA Financial Holdings Limited
FFE David Shou-Yeh Wong - 9,070,114  111,671,848% 120,741,962 40.72
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

a) Interests in shares of the Company and associated
corporation (Continued)

Notes:

1) The corporate interest is in respect of shares held by a company in which
the director has an interest of one third or more.

2) Such shares in the Company represent the controlling corporate interest
of David Shou-Yeh Wong under Part XV of the SFO by virtue of his
beneficial share interest of 40.72% in Dah Sing Financial Holdings
Limited (“DSFH”) which currently holds a share interest of 74.59% in the
Company as at the record date.

3) Such shares in DSFH are indirectly held by HSBC International Trustee
Limited, a trustee of a discretionary trust established for the benefit of
David Shou-Yeh Wong and his family members.

b) Interests in options under share option schemes of the
Company and associated corporation

i) Share option scheme of the Company

The Share Option Scheme of the Company (“DSBG Option
Scheme”) was initially approved by Dah Sing Financial Holdings
Limited (“DSFH”), being the sole shareholder of the Company,
on 12 June 2004. With the approval of the SEHK, the terms of
the DSBG Option Scheme as disclosed in the Company’s initial
public offering prospectus remained valid after its public listing
in June 2004.

In accordance with the requirements of The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), a summary of the DSBG Option
Scheme is disclosed as follows:

(1)  Purpose of the DSBG Option Scheme:
The purpose of the DSBG Option Scheme is to attract,
motivate and retain high quality executives to contribute
to the Group’s business and growth.

(2)  Participants of the DSBG Option Scheme:
Eligible participants of the DSBG Option Scheme included

directors and employees holding supervisory positions in
DSBG and its subsidiaries.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the
Company and associated corporation (Continued)

)
3)

Share option scheme of the Company (Continued)

Total number of shares available for issue under the DSBG
Option Scheme and percentage of issued share capital as
of 31 December 2012:

The number of shares available for issue under the DSBG
Option Scheme is 28,695,000 shares, representing 2.29%
of the total issued share capital of the Company as at 31
December 2012.

Maximum entitlement of each participant under the DSBG
Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSBG Option Scheme and
the Listing Rules as amended from time to time.

Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board
of the Company, and is specified when related options
are granted. Shares under the options must be taken up
within 10 years from the date of grant. All the existing
share options under the DSBG Option Scheme shall be
exercisable upon vesting in varying amounts between the
first and sixth anniversaries from the date of grant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the
Company and associated corporation (Continued)

i)
©6)

Share option scheme of the Company (Continued)

Minimum period for which an option must be held before
it can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of the Company, and is specified when related
options are granted. None of the existing share options
under the DSBG Option Scheme shall be exercisable
within one year from the date of grant.

Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting
of options or such period the Board may determine from
time to time.

Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of the Company on the basis no less exacting
than the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of (i)
the closing price of the Company’s shares traded on the
SEHK on the date of grant; (ii) the average closing prices
of the Company’s shares traded on the SEHK for the five
trading days immediately preceding the date of grant; and
(i) the nominal value of the shares of HK$1 each in the
capital of the Company.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the

Company and associated corporation (Continued)

)
©)

Share option scheme of the Company (Continued)

Remaining life of the DSBG Option Scheme:

The DSBG Option Scheme shall be valid and effective for
a period of 10 years commencing from 12 June 2004 and

expiring at the close of 11 June 2014.

Pursuant to the DSBG Option Scheme, certain Directors

of the Company and its major operating subsidiaries were

granted options under the DSBG Option Scheme. Details of

the movements during the year ended, and the status as at, 31

December 2012 of the Company’s outstanding share options

which have been granted under the DSBG Option Scheme are

BRZETBIT ¢ as follows:
AREREZALAIRREUE
Number of the Company’s shares in the options
RZB-ZF RoE-f
-f-B ZB-ZfR ZF-ER TZAZT-H 8
b b %% BE  1FE Exercise period
Held at Granted Lapsed Heldat  Exercise RFA4 ] Z
RRA Grantee 1172012 during 2012 during 2012 3171212012 price  Grant date From To
Bt (B/A/E)  (BIRE)  (BIA/E)
HKS (d/mAy) (d/mly) (d/mhy)
g3 Directors

THEE Harold Tsu-Hing Wong 2,800,000 - - 2,800,000 925 12122011 12/12)2012 1211202017
- 1,000,000 - 1,000,000 821 21122012 21/12/2013  21/12/2018
IHE Gary Pak-Ling Wang 2,600,000 - - 2,600,000 925 12122011 12/12)2012 1211202017
- 900,000 - 900,000 821 21122012 21/12/2013  21/12/2018
e Aggregate of employees” 2,400,000 - - 2,400,000 925 1211212011 121202012 121202017
- 2,100,000 - 2,100,000 821 21122012 21/12/2013  21/12/2018
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and associated corporation (Continued)

i) Share option scheme of the Company (Continued)

Notes:

(1) Set out under this sub-paragraph are particulars of movements
during the year ended 31 December 2012 of the Company’s
outstanding share options which were granted to certain eligible
employees, who are directors, senior executives or officers of
the Company’s major operating subsidiaries and are working
under employment contracts that are regarded as “continuous
contracts” for the purpose of the Employment Ordinance of Hong
Kong.

) None of the grantees under DSBG Option Scheme were granted
share options exceeding respective individual limits.

3) No share options under DSBG Option Scheme were granted to
the Company’s or the Group’s suppliers of goods or services.

4) No share options under DSBG Option Scheme were exercised or
cancelled during the year ended 31 December 2012.

(5) Value of options granted during the year ended 31 December
2012:

Details of the computation of the value of options granted
during the year ended 31 December 2012 are shown in
Note 50 to the financial statements.



BEERTHARER @

Z2) EARQATRMEABARAASERARES
T2RBEER @

ii) IZﬂZﬁ%Zﬂiﬁﬁﬂ%@ﬁﬂ
R HET 2

AFeRmBERERR_ZEZTRAFNA =+ N\H
BAFRREE (TR RER
g o

BB ETRA - RE S BRI B
T

(1) RISERABHETENER

K% AR IR B 0 R EFSE
AZEBRERENREFER, /%
BPEM - KMSAHEREENE
DG -

\>§v

@ RIRABHETENDEA -
EA—RAFEREEANEARINE
=B EMBEETE > EERE
ERBAZEE  NAEEFITERE
—EIBHORTE R & B R RT 8 2
BERBEA -

(@) KRBT EIR A FEHITH
BHBERER -_ZE——F+_H
=+ —BHEBETRANED X

RZE—ZF+ZA=+—H ' A¥
S RRRETEITNE11,071,512/%
A FEIT BT ERMERE B
1T AN 3.73% ©

EEEWRES
REPORT OF THE DIRECTORS

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

Interests in options under share option schemes of the
Company and associated corporation (Continued)

i) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company

The shareholders of DSFH approved to adopt the new Share
Option Scheme (“DSFH Option Scheme”) on 28 April 2005.

In accordance with the requirements of the Listing Rules, a
summary of the DSFH Option Scheme is disclosed as follows:

(1)  Purpose of the DSFH Option Scheme:

The purpose of the DSFH Option Scheme is to provide an
incentive and/or reward to grantees for their contribution
to, and continuing efforts to promote the interests of,
DSFH group of companies.

(2) Participants of the DSFH Option Scheme:

Any director, manager, or other employee holding an
executive, managerial or supervisory position in DSFH
group of companies as the Board may in its sole discretion
determine to be eligible to participate in the DSFH Option
Scheme.

(3) Total number of shares available for issue under the DSFH
Option Scheme and percentage of issued share capital as
of 31 December 2012:

The number of shares available for issue under the DSFH
Option Scheme is 11,071,512 shares, representing
3.73% of the total issued share capital of DSFH as at 31
December 2012.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the
Company and associated corporation (Continued)

ii)

)

Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

Maximum entitlement of each participant under the DSFH
Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSFH Option Scheme and
the Listing Rules as amended from time to time.

Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination and
Remuneration Committee on behalf of the Board of DSFH,
and is specified when related options are granted. Shares
under the options must be taken up within 10 years from
the date of grant. All the existing share options under the
DSFH Option Scheme shall be exercisable upon vesting in
varying amounts between the first and sixth anniversaries
from the date of grant.

Minimum period for which an option must be held before
it can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of DSFH, and is specified when related options
are granted. None of the existing share options under the
DSFH Option Scheme shall be exercisable within one year
from the date of grant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the
Company and associated corporation (Continued)

ii)

@)

Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting
of options or such period the Board may determine from
time to time.

Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of DSFH on the basis no less exacting than
the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of
(i) the closing price of DSFH shares traded on the SEHK
on the date of grant; (ii) the average closing prices of
DSFH’s shares traded on the SEHK for the five trading
days immediately preceding the date of grant; and (iii) the
nominal value of the shares of HK$2 each in the capital of
DSFH.

Remaining life of the DSFH Option Scheme:

The DSFH Option Scheme shall be valid and effective for
a period of 10 years commencing from 28 April 2005 and
expiring at the close of 27 April 2015.
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EERTHRARER @) INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
Z) ERQNTREBHATMSARESTSE b) Interests in options under share option schemes of the
TZRBRERER @ Company and associated corporation (Continued)
i) AREZIERNEIAFT 2 HEEEFR i) Share option scheme of Dah Sing Financial Holdings
NELZ RRIESE (&) Limited, the holding company of the Company (Continued)
BB SRS KRS RE Pursuant to the DSFH Option Scheme, certain directors
TELENBARMNE TESER T AH of the Company and its major operating subsidiaries were
SRARRETEI T 2 ARE - EAFTR granted options under the DSFH Option Scheme. Details of
RIS EI TN ARITEZ A RE RS R the movements during the year ended, and the status as at,
BOENEBEZE - E——F+-A=+—H 31 December 2012 of the DSFH’s outstanding share options
HEFEERZEHRRFEFREBZFS which have been granted under the DSFH Option Scheme are
LU as follows:
IRERZZ AN ERRNAEE
Number of DSFH shares in the options
e L3 e L3
-f-B Z%-ZfR ZF-ZFR  TZAZT-H fitid:d
] R % ¥E  fEE Exercise period
Held at Granted Lapsed Heldat  Exercise R¥A4 # S
ERA Grantee 1172012 during 2012 during 2012 3171212012 price  Grant date From To
Er  (B/BIE)  (RIB/E)  (BIAIE)
HK$ (DIMNY) (DY) (DIMNY)
£ Director
THE Harold Tsu-Hing Wong 104,475 - - 104,475 50.28"  28/9/2007 28/9/2008 28/9/2013
250,000 - - 250,000 4000 12A22011 1211272012 1201202017
- 150,000 - 150,000 3825 21122012 2111272013 21/12/2018
EafEe Aggregate of employee ® 104,475 - - 104,475 50.28"  28/9/2007 28/9/2008 28/9/2013
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the
Company and associated corporation (Continued)

i) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

Notes:

(1) As a result of the rights issue completed in December 2010,
adjustments in the share option exercise price and the number
of shares in the options outstanding are required to be made
under the terms of the DSFH Option Scheme in accordance
with the Listing Rule 17.03(13) and a supplementary guidance
issued by the SEHK on 5 September 2005. The calculation
of the adjustments in respect of all the existing share options
granted by DSFH had been performed in accordance with the
regulatory rule and guidance, and reviewed and confirmed by
external professional persons pursuant to Rule 17.03(13) of the
Listing Rules. The key summary of related adjustments had been
announced by DSFH on 16 December 2010.

2) Set out under this sub-paragraph are particulars of movements
during the year ended 31 December 2012 of DSFH’s outstanding
share options which were granted to an eligible employee of
the Company’s major operating subsidiaries, who is a director
of DSFH and Dah Sing Bank, Limited, and is working under
employment contract that is regarded as “continuous contracts”
for the purpose of the Employment Ordinance of Hong Kong.

(3) None of the grantees under the DSFH Option Scheme were
granted share options exceeding respective individual limits.

4) No share options under the DSFH Option Scheme were granted
to DSFH’s and the Group’s suppliers of goods or services.

(5) No share options under the DSFH Option Scheme were exercised
or cancelled during the year ended 31 December 2012.

(6) Value of options granted during the year ended 31 December
2012:

Details of the computation of value of options granted
during the year ended 31 December 2012 are shown in
Note 50 to the financial statements.

All the interests stated above represent long position. As at 31
December 2012, none of the Directors of the Company held any short
positions as defined under the SFO as recorded in the register of
directors’ and chief executives’ interests and short positions.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

Apart from the above, at no time during the year was the Company,
its subsidiaries or its holding company a party to any arrangements
to enable the Directors of the Company nor their spouses or children
under 18 years of age to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.

The Directors do not have any service contracts with the Company.

No contracts of significance in relation to the Company’s business
to which the Company, its subsidiaries or its holding company was a
party and in which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.

SHAREHOLDERS’ INTERESTS

As of 31 December 2012, the following are the persons, other than
the Directors and Chief Executive of the Company whose interests are
disclosed above, who had interests or short positions in the shares
and underlying shares of the Company as recorded in the register of
interests required to be kept by the Company pursuant to section 336
of Part XV of the SFO or otherwise known to the Company.

REHADRER
BECADL
Percentage of
FERHEBE interest in the
BER 5% Number of total share capital
Shareholder Capacity shares held of the Company
IEEE FHEBESATREER
MR IER A s
Christine Yen Wong Deemed interest by virtue of her 933,447,896 74.59
spouse having a notifiable interest
ARG REEFRAR EEER
Dah Sing Financial Holdings Limited Beneficial interest 933,447,896 74.59
ELERERERARA EEAREERER
HSBC International Trustee Limited Trustee and corporate interest 933,447,896@ 74.59
Aberdeen Asset Management Plc [ RAKE
REFRTZHERE
Aberdeen Asset Management Plc and Investment manager 87,621,111 7.00

its associates on behalf of
accounts under mandates
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SHAREHOLDERS’ INTERESTS (Continued)

Notes:

1) Such shares represented the deemed interest of Christine Yen Wong
by virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of DSFH which held a controlling corporate interest in the
relevant share capital of the Company. Christine Yen Wong is taken
to have a duty of disclosure in respect of her deemed interest in the
Company. This interest comprised the same interest of David Shou-Yeh
Wong under the heading of “Interests of Directors and Chief Executive”
shown above.

2) Such shares mainly comprised the corporate interest of DSFH in
the Company indirectly held by HSBC International Trustee Limited
(“HSBCIT”) in trust for a discretionary trust established for the benefit
of David Shou-Yeh Wong and his family members. HSBCIT is taken
to have a duty of disclosure in relation to the relevant shares of the
Company held through its controlled companies. Related shares have
been included in the “Corporate interests” of David Shou-Yeh Wong
as disclosed under the heading of “Interests of Directors and Chief
Executive” above.

All the interests stated above represent long positions. As at 31
December 2012, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the year
ended 31 December 2012. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s shares
during the year ended 31 December 2012.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2012.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2012,
calculated under section 79B of the Hong Kong Companies
Ordinance, amounted to HK$35,822,000 (2011: HK$100,653,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the year
ended 31 December 2012 have been set out in Note 49 to the financial
statements.
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FIVE-YEAR FINANCIAL INFORMATION

The published results and the assets and liabilities of the Group for the
last five years are included in the section of the annual report under
“Financial Summary”.

MAJOR CUSTOMERS

During the year ended 31 December 2012, the Group derived less
than 30% of interest income and other operating income from its five
largest customers.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained the prescribed public float under the
Listing Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors of the Company.

COMPLIANCE WITH THE RULES GOVERNING THE
LISTING OF SECURITIES ON THE STOCK EXCHANGE OF
HONG KONG LIMITED

The accompanying financial statements comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.
A resolution for the re-appointment of PricewaterhouseCoopers as
auditors of the Company is to be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors in the
preceding three years.

On behalf of the Board
David Shou-Yeh Wong
Chairman

Hong Kong, 20 March 2013
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CONSOLIDATED INCOME STATEMENT

BHE_Z——F+-A=1+—HLEFE For the year ended 31 December 2012
(LABE T ThI5IR) (Expressed in thousands of Hong Kong dollars)
KB
Restated
M —B—-f —T——F
Note 2012 2011
FEHBA Interest income 3,871,798 3,312,848
FEZH Interest expense (1,667,405) (1,393,614)
FERE WA Net interest income 6 2,204,393 1,919,234
R & KA WA Fee and commission income 741,781 633,326
R E ke H Fee and commission expense (211,149) (216,630)
FREERASWA Net fee and commission income 7 530,632 416,696
FEERA Net trading income 8 178,043 132,004
HinEE A Other operating income 9 47,602 37,466
EERA Operating income 2,960,670 2,505,400
EiEXH Operating expenses 10 (1,833,363) (1,527,126)
MBRFE R 2 & E%F Operating profit before impairment losses 1,127,307 978,274
EFREEEREMEERE Loan impairment losses and
other credit provisions 13 (143,681) (181,082)
B EEEEZ 2 EE5ER Operating profit after impairment losses 983,626 797,192
HETERAMETEEE Net gain/(loss) on disposal and revaluation of
RITESEHZF R () premises and other fixed assets 14 957 (1,179)
PEREMERENTE Net gain on disposal of and fair value
R 2 F W adjustment on investment properties 15 140,572 93,159
HEBHFRE ZFER Net loss on disposal of
investments in securities 16 (64,127) (28,175)
(B E R R 2 ¥E Share of results of an associate 490,806 353,404
FEAG RGBS 2 %45 Share of results of jointly controlled entities 13,385 12,687
BR# AT A Profit before taxation 1,565,219 1,227,088
I8 Taxation 17 (154,677) (134,645)
FE=F Profit for the year 1,410,542 1,092,443
DR Attributable to:
R AR R Non-controlling interests (24) (734)
PN/ ) 5 Shareholders of the Company 18 1,410,566 1,093,177
FERF Profit for the year 1,410,542 1,092,443
BRE Dividends
Bk 2% B Interim dividend paid 19 100,110 97,835
FOR AR HEARR 2 Proposed final dividend 19 287,815 244,587
387,925 342,422
SRER Earnings per share
R Basic 20 HK$1.14 HK$0.89
BE Diluted 20 HK$1.14 HK$0.89
F68EEF 240 B 2 M ARG Sk 2 — The notes on pages 68 to 240 are an integral part of these
& o consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HE_Z——F+-_F=1+—HILEE

(CABEE T ThzFIR)

For the year ended 31 December 2012

(Expressed in thousands of Hong Kong dollars)

KB
Restated
—B--F —T——fF
2012 2011
FEREF Profit for the year 1,410,542 1,092,443
FEHMEEmRE Other comprehensive income for the year
BHIRE Investments in securities
R R 2 AT ERE Fair value gains recognised in equity 815,998 9,135
BN EETEREEER Fair value gains recognised in equity upon
REWFIEERN T 2 &S reclassification of certain investments in securities
& & Z= 7] f & 8 Rl P e R included in the loans and receivables category to
RiEm 2 A EWR the available-for-sale category 54,621 -
AFE (M) EBIEEE Fair value (gain)/loss realised and
FERE R transferred to income statement upon:
—HERHIEERS - Disposal of available-for-sale securities (75,738) (7,847)
—HERERERHEE - Disposal of held-to-maturity securities and
HAREFHEERE investments in securities included in the loans
BB A M B RBEER and receivables category which were previously
MW HIE R 2 FHIEE reclassified from the available-for-sale category 87,025 36,054
— AR AT B 28R — Impairment of investments in securities included in
RENHDBEEREEER the loans and receivables category which were
R FEUCE IR AR Bl /9 previously reclassified from
BHRE 2 RE the available-for-sale category 3,723 =
WA EGHREEZE M () Deferred income tax assets (released)/
SR ELEHIBE E recognised on movements in investment
revaluation reserve (149,529) 15,324
736,100 52,666
1TE Premises
RS 2 A ERE Fair value gains recognised in equity 936,655 528,319
TEEHFEESMERZ Deferred income tax liabilities recognised
EERIBAE on movements in premises revaluation reserve (64,672) (23,160)
871,983 505,159
RE MBI ISR Exchange differences arising on translation of the
EHEE financial statements of foreign entities 28,040 118,946
HBRHIBER 2 FEEMEAERES Other comprehensive income for the year, net of tax 1,636,123 676,771
HBRHRERZFEZEKEEARE Total comprehensive income for the year, net of tax 3,046,665 1,769,214
DEAT : Attributable to:
RIEHI AR R Non-controlling interests (24) (689)
PN/ ) 5 Shareholders of the Company 3,046,689 1,769,903
HNBRHRER2EFEEEKEEATE Total comprehensive income for the year, net of tax 3,046,665 1,769,214
F68BEF 240 B 2 ME I ALRE MIEmER 2 — The notes on pages 68 to 240 are an integral part of these
&5 o consolidated financial statements.
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(LABEET TTALFIR)

As at 31 December 2012

(Expressed in thousands of Hong Kong dollars)

kR e MR
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

&
Restated
Mz Z=T—Z=fF Z—ZT——%F
Note 2012 2011
EE ASSETS
& RIERI TR AR Cash and balances with banks 21 13,473,250 11,904,817
ERIT—Z+ =8 A REIBEFR Placements with banks maturing between
one and twelve months 22 3,990,627 5,164,914
REEERSENES Trading securities 23 5,797,742 5,406,176
EENATEFZEESE Financial assets designated
FFABERNCREE at fair value through profit or loss 23 23,525 8,776
TESRT A Derivative financial instruments 24 643,246 639,631
FHEERMEMRE Advances and other accounts 25 97,309,096 91,760,160
AIEHER S Available-for-sale securities 27 21,920,524 17,286,806
BEEE|HES Held-to-maturity securities 28 7,047,540 8,171,987
B NTIRE Investment in an associate 30 2,437,031 1,961,365
HEZEHEBIRE Investments in jointly controlled entities 31 54,246 68,650
Bl Goodwill 33 811,690 811,690
M EE Intangible assets 33 69,320 73,883
TEREMETEEE Premises and other fixed assets 34 4,228,240 3,166,932
A Investment properties 35 772,513 748,893
BNEAfRIHE &= Current income tax assets 51 4,372
FREFR I E = Deferred income tax assets 42 7,259 50,069
BEEAR Total assets 158,585,900 147,229,121
=L LIABILITIES
RITIFER Deposits from banks 2,645,620 2,384,503
PTHESRTE Derivative financial instruments 24 1,498,692 1,541,553
FHEEERENEE Trading liabilities 37 2,278,044 3,045,202
BEFER Deposits from customers 38 117,936,402 113,369,268
BEITHFRE Certificates of deposit issued 39 5,752,462 3,164,067
BRITHEKES Issued debt securities 40 2,712,907 2,718,320
12 (B 1EHS Subordinated notes 41 3,979,470 3,697,610
HbR B RER Other accounts and accruals 3,499,086 2,189,983
BNEAf B A& Current income tax liabilities 111,840 27,156
FEEFRHE & Deferred income tax liabilities 42 259,028 73,153
aEE Total liabilities 140,673,551 132,210,815
Em EQUITY
RIS RERR R Non-controlling interests 15,480 15,504
ARTRRELERE Equity attributable to the
Company’s shareholders
N Share capital 45 1,251,371 1,222,935
s Reserves 46 16,357,683 13,535,280
FER R EAAR 2 Proposed final dividend 46 287,815 244,587
BRES Shareholders’ funds 17,896,869 15,002,802
EmET Total equity 17,912,349 15,018,306
EnRkEES Total equity and liabilities 158,585,900 147,229,121
EEZERR-_E—="F="A_-_tHH#ERZEER Approved and authorised for issue by the Board of Directors on 20
i o March 2013.
EFFE FEE David Shou-Yeh Wong Harold Tsu-Hing Wong
] E b Director Managing Director
FE8BEF 240 B 2T IR Z AT 2 — The notes on pages 68 to 240 are an integral part of these
2R o consolidated financial statements.
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STATEMENT OF FINANCIAL POSITION

—T——F+-A=+—H As at 31 December 2012
(LABE T ThI5IR) (Expressed in thousands of Hong Kong dollars)
iz =2—=F =—=——%F
Note 2012 2011
M AR E Investments in subsidiaries 32 5,850,412 5,450,282
TMENE Current assets
e RERITR R Cash and balances with banks 21 114,362 11,097
FEUS AR R EAth AR B Accounts receivable and other accounts 449 51,251
i S VNGIF /S Amounts due from subsidiaries 32 146,114 125,982
260,925 188,330
mENEE Current liabilities
TEIREB R MEMRE Accrued expenses and other accounts 2,459 1,978
FERTH B A 508 Amounts due to subsidiaries 32 416,863 71,863
419,322 73,841
Fne (Afk),EAE Net current (liabilities)/assets (158,397) 114,489
5,692,015 5,564,771
R EQUITY
A& Share capital 45 1,251,371 1,222,935
& Reserves 46 4,152,829 4,097,249
BERAREAR B Proposed final dividend 46 287,815 244,587
BEEE Total equity 5,692,015 5,564,771
EZERR T =F=A-THEMEREESE Approved and authorised for issue by the Board of Directors on 20
b o March 2013.
EFE FEHE David Shou-Yeh Wong Harold Tsu-Hing Wong
EFE EERTE Director Managing Director
F68EEF 240 B 2 AR E Mz 2 — The notes on pages 68 to 240 are an integral part of these
& o consolidated financial statements.
AFRTEEARAR | —F— 44z I



GARNEDS
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE_Z——F+-_F=1+—HILEE
(LABEET TTALFIR)

For the year ended 31 December 2012
(Expressed in thousands of Hong Kong dollars)

FARRREEER
Attributable to the shareholders of the Company

REHRE
e
g R EE Htbfte REEF Non- ERA
Share Share Other Retained  controlling Total
capital premium reserves earnings interests equity
“E-"E-B-A&HK Balance at 1 January 2012,
MAI2H as previously reported 1,222,935 4,241,183 1,711,351 7,165,624 15,504 14,956,597
SRR NE Change in accounting policy
—REEE R - Adoption of HKAS 12
F125 23] amendment - - 3,295 58,414 - 61,709
“E-ZE-f-R&H Balance at 1 January 2012,
&E5| as restated 1,222,935 4,241,183 1,714,646 7,824,038 15,504 15,018,306
FERENGER Total comprehensive income
for the year - - 1636123 1,410,566 (24) 3,046,665
IARRAES: (TBARR (D 1ER Provision for equity-settled
Hibam Bt share-based compensation - - 130 - - 130
TERENEGTESR Premises revaluation reserve
REERBRT transferred to retained
earnings for depreciation of
premises - - (61,845) 61,845 - -
TESHFERLENENZR Premises revaluation reserve
realised on disposal of premises - - (3,155) 3,155 - -
BB S a8l BT Issue of ordinary shares
LEBRRA pursuant to scrip dividend
arrangement 28,436 163,509 - - - 191,945
“E——ERERE 2011 final dividend - - - (244,587) - (244,587)
—T_EnHkE 2012 interim dividend - - - (100,110) - (100,110)
“E-—F+-A=t+-BiH Balance at
31 December 2012 1,251,371 4,404,692 3,285,899 8,954,907 15,480 17,912,349

BE+t-A=+—BLEE

Year ended 31 December

B =4
2012 2011

BEAMRBAENNR Proposed final dividend
2R R ERR B included in retained earnings 287,815 244,587

N, DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012
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GAMREBE

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE_Z-——F+-_A=+—BHLLFE#E)

(CABEE T ThzFIR)

For the year ended 31 December 2012 (Continued)
(Expressed in thousands of Hong Kong dollars)

RRARREL RS
Attributable to the shareholders of the Company

REHRE
e
R& R EE At REEF Non- EREH
Share Share Other Retained  controlling Total
capital premium reserves earnings interests equity
“F——5-F-A&H Balance at 1 January 2011,
WAIZH as previously reported 1,222,935 4,241,183 1,059,559 7,004,301 17,471 13,545,949
ERLCvaE Change in accounting policy
—RER R - Adoption of HKAS 12
F1257 21871 Amendment - - 3,306 43,537 = 46,843
T——E-f-B&& Balance at 1 January 2011,
5| as restated 1,222,935 4,241,183 1,062,865 7,048,338 17,471 13,592,792
FEXANRES Total comprehensive income
for the year - - 676,726 1,093,177 (689) 1,769,214
ROIENEMESIEER Premises revaluation reserve
REERBRT transferred to retained
earnings for depreciation of
premises - - (24,945) 24,945 - -
B AR E Dividend paid to non-
REEERE controlling interests of a
subsidiary - - - - (1,278) (1,278)
E-ZERERE 2010 final dividend - - - (244,587) - (244,587)
ZE——FhHRE 2011 interim dividend - - - (97,835) - (97,835)
ZE—EtZA=t-B&B Balance at
31 December 2011 1,222,935 4,241,183 1,714,646 7,824,038 15,504 15,018,306

oE

AR T EEER AR |~ a4 I

8B EF 240 B 2 M iR E SRR 2 —

The notes on pages 68 to 240 are an integral part of these

consolidated financial statements.



mealeRnEkER
CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2012
(Expressed in thousands of Hong Kong dollars)

it —®-——f —F——%

HE_Z——F+-_F=1+—HILEE
(LABEET TTALFIR)

Note 2012 2011
RETFH2HERE Cash flows from operating activities
KEEE (A mARSFHE Net cash (used in)/from operating activities (279,294) 6,265,984
RETBHZHRERE Cash flows from investing activities
BETE REMER Purchase of premises, investment properties
HAuEE & E and other fixed assets (189,258) (326,699)
HETE HEME Proceeds from disposal of premises, investment
NEMEEEESRIR properties and other fixed assets 8,265 26,866
KEEEFTAIR & FE Net cash used in investing activities (180,993) (299,833)
MEZECRERE Cash flows from financing activities
BITIFRE Certificates of deposit issued 4,696,129 2,276,535
& [ 15 51 3% Certificates of deposit redeemed (2,299,037) (3,875,186)
BITREER Issue of subordinated notes 1,403,052 =
BREEES Repayment of subordinated notes (1,163,535) (1,166,595)
SBBEITREES RES Interest paid on subordinated notes
B2 R and debt securities issued (292,715) (254,149)
BITERRE S Issue of debt securities - 777,000
k2 E B AR AR S Dividends paid on ordinary shares (152,752) (342,422)
Bt/ ] 1) L2 42 il A AR R Dividend paid to non-controlling
M 3 R interests of a subsidiary - (1,278)
MEEBRA () BE 58 Net cash from/(used in) financing activities 2,191,142  (2,586,095)
He R ERRSIEB EMFHR Net increase in cash and cash equivalents 1,730,855 3,380,056
FHRERERREIEE Cash and cash equivalents at
beginning of the year 15,011,044 11,478,891
PEREHATE 7 & Effect of foreign exchange rate changes 27,118 152,097
FERBEERERRELEE Cash and cash equivalents at end of the year 47(b) 16,769,017 15,011,044

F68EEF 240 B2 NN G A M BEHREK 2 — The notes on pages 68 to 240 are an integral part of these
25 © consolidated financial statements.
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BRI

NOTES TO THE FINANCIAL STATEMENTS

(CABEEFThzgI7R)

1. —RER

RIRITEEBFRABT([ARE ) BEME QA
(Gifl [ AR H ) EFB ORI R BRHERT -
& Bl R E AR AR R ARTS o

AR —HERBTMOREZRAE - 52
Wit AEBEFELITE—BT/RAHERT
D=5 o

ARRZERARAKFEHERERARRER
—REMRA -

B BERN - EAMBREBIABE T T
IR WER—B-—=F=A-t+HEE=aHt
S -

2. IEETBERBE

AT RREAPBERRARNZ EBSETBR
BrmARERSN - BBE M BFEFTRRE B -

2.1 mEEE

AEBZGEMBRREREBGAMAE(E
BERTEIAE ) EM 2 BBV REER (&
BRBREER ] AREMEENERNER
MsmEEN - BRI ER(TEEEA]) AR
HRBZ2hH) BELEERMZEARAIRE
BRREGIMARE -

th#R & ISR TRIBE LA FEFRERE - I
IR (BRKREME)  AHHEZSREE -
NAFEH T2 ERREEFE - FHIEEERE
ZERMEERERMBBEMEEAATEFEAE
gt ABENEREERERABB(BREITE
TR)ZEM[MEHBE  WIRAFEIE -

AR T EEER AR |~ a4 I

(Expressed in thousands of Hong Kong dollars)

1. GENERAL INFORMATION

Dah Sing Banking Group Limited (the “Company”) and its subsidiaries
(together the “Group”) provide banking, financial and other related
services in Hong Kong, Macau, and the People’s Republic of China.

The Company is an investment holding company incorporated in
Hong Kong. The address of its registered office is 36th Floor, Dah Sing
Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong.

The holding company is Dah Sing Financial Holdings Limited, a listed
company in Hong Kong.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by
the Board of Directors on 20 March 2013.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the reporting years presented,
unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs” is a collective term which includes all
applicable individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation of
properties (including investment properties), available-for-sale
financial assets, fair value-hedged loans and receivables, financial
assets and financial liabilities held for trading, and financial assets and
financial liabilities (including derivative instruments) designated at fair
value through profit or loss, which are carried at fair value.



B s R Mt
NOTES TO THE FINANCIAL STATEMENTS

(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)
2. FESTHEHEHE @ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21 REEXE @) 2.1 Basis of preparation (Continued)

REFEBBUIERELEN 2 HERERBERE The preparation of financial statements in conformity with HKFRSs
FTEEze G NMEEEEEERASE S requires the use of certain critical accounting estimates. It also
TR ZARPIER A - RAZRESEZE requires management to exercise its judgement in the process of
] B AT REH R B Ebﬁﬁfﬁzﬁﬁ’ziﬁﬁﬁﬁéﬁ applying the Group’s accounting policies. Changes in assumptions
2. ZIEEHCABNBRREIEBRE R AEE may have a significant impact on the financial statements in the
ZHBmER A2 E B AR R FEE - #5 period the assumptions changed. Management believes that the
REEHE HskREM  &E - iS85 H underlying assumptions are appropriate and that the Group’s financial
RYBEBRNZ BRI - TR 4PIRE o statements therefore present the financial position and results fairly.

The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.

(FF) KEEFFRNZ F RASEETER (@ New and amended standards adopted by the Group
N-ZE—ZFTF+ -8 BES:TEIASE In December 2010, the HKICPA amended HKAS 12, “Income
SIEAETERFE125(FHE)Y - ¥R AT taxes”, to introduce an exception to the principle for the
B E2REVMEMEENELERIBEE measurement of deferred tax assets or liabilities arising on
SBEZFERA - SIA—HIINER o an investment property measured at fair value. HKAS 12
Eae@:ERE125 B - HEBAEREAR requires an entity to measure the deferred tax relating to an
FEHR TR BFEREEEEEEMA asset depending on whether the entity expects to recover the
CHEHAE Wi SZEEJBEERIE - carrying value of the asset through use or sale. The amendment
ZIER B A—HA RBKAHETE - BIAAFE introduces a rebuttable presumption that an investment
B EMREYWERAFEBLE ML E property measured at fair value is recovered entirely by sale.
BREE - 2B IR =_E——F—HF—H# The amendment is applicable retrospectively to annual periods
S H BRI 2 FEARBPER beginning on or after 1 January 2012.
AEEDBPEMNZIER - NEBBEE The Group has adopted this amendment retrospectively.
BBRFEREEYE MBI EREmEZE Previously, the Group measured deferred tax on investment
S SIEEFIIE o properties on the basis that their carrying values were to be

recovered through use.

ZEFHGEAMBRRARZEE R = The effect of the change on the consolidated statement of
T - —_HF - —HZERELHREARE financial position was to reduce overall deferred tax liabilities
61,709,000 T (= g——i—ﬂ —H: as at 1 January 2012 by HK$61,709,000 (1 January 2011:
46,843,000 70 ) Ao Bl I =& — = HK$46,843,000) and to increase retained earnings and premises
F—HA—HAZRE mﬂ&TTéiﬁﬁﬁﬁ revaluation reserve as at 1 January 2012 by HK$58,414,000 (1
58,414,000 L (=T ——F— A —HQ: January 2011: HK$43,537,000) and HK$3,295,000 (1 January
43,537,000 7T ) } 3,295,000/ T (=& 2011: HK$3,306,000) respectively.

——%—H—H : 3,306,000 T) °
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B AR R R ML
NOTES TO THE FINANCIAL STATEMENTS

(CABEEFThz5I7R)

2.1

AR T EEER AR |~ a4 I

FESHBEBE@®)

mBEXE (@)
(FF) KEFRNZFRACIEZTER (&)

HEE-FT— —F+-A=T—HLF
EzHREe2ERERZTZERD AR
MIBX HRENE FERREES R
14,877,000 77T °

RAEBMRA-—ZT——F+-_A=+—02
BB ARBE—T——F+=_A=+—
HIEFEZEEMS @ MNZETTZ2HE
AR FiTA S HH 34,208,000% 7T ¢ Bl fif
REBEENZIET]  RBREMER=-T
—— &+ —A=1+—HBKFRIEMZE
A ERREEZHIBEE -

R-ZF——F—F BRI ZMBFER
B HAF R KB RTRAERER -

(Z) UTBEAMER=F—=—F—H—
H 15,2 81 B F [Z AR L 302 Fr2E
Bl - R FE - ERIRBFEZIEAT -

EEEHENFIFKHBHRRE2N)Z
E=]

FEEENE1KIBRREIDEE
MEM K ([HEih2mEdkas ) (EHE
7 REMBARRIEREEAATREER
BB Eak(BIRE) MBHRZ7
REMEE U o FZIEFT I ARLE H B —L
HEARERMEEE -

(Expressed in thousands of Hong Kong dollars)

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(@ New and amended standards adopted by the Group
(Continued)

The effect on the consolidated statement of comprehensive
income for the year ended 31 December 2011 was to reduce
tax expense and to increase profit for the year attributable to
shareholders by HK$14,877,000.

In respect of the Group’s financial position as at, and results
for the year ended, 31 December 2012, the impact from the
adoption of the amendment is a reduction in tax charge of
HK$34,208,000 which represented the tax liability otherwise
required to be calculated on the increase in cumulative fair value
gains on the Group’s investment properties from the level as at
31 December 2011 had the amendment not been adopted.

There are no other new standards and amendments to
standards effective for the first time for the financial year
beginning 1 January 2012.

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2012:

Amendments to HKAS 1 “Presentations of Financial
Statements”

Amendments to HKAS 1, “Presentations of Financial
Statements”, regarding other comprehensive income (“OCI”),
require entities to aggregate items presented in OCI on the basis
of whether they are potentially reclassifiable to profit or loss
subsequently (reclassification adjustments). The amendments
do not address which items are presented in OCI.



(CABEEFThz5I7R)

2. FEEHBEBEm@

2.1 wEE%Em)

(Z2) U TREBMER —F——F—H—
H 152 81 B F BT K 25K 2 372
Al - B ERIRZBEZIEAT -
(&)

HR G ENERF(HHEMEERA
B2 1ERT

HR G ENERF(HHEMEERA
BEIZETR_F——F+_AMh  HE
BHHEERTAZREREERERAE
SETERIE2F(ERMT A — 251)%H
REREF 2 T - ZIERTE T —MEFE—
A—BRERRABZFEHREER - B
TRAI LR R AR R BB HIE R o AN
ReHEZFETZ2HFE -

ERUBHRELNFE7HR(RE — HiHER
BERBBE)IZER]
EFRUBHRELENF7HR(RE — HiHER

BERABIZEITN -_2—F+-AKE
i ERERBHHCREERBENE
AL ZERMBRRA BB
2 -ZEITE_FT—=F-HF—HAxERK
iz FEHBEZEFEHRAZFF
ERRREAER - ZETLAEHER -

EB@:HERE 195 (2011)(EEEF])

TR G ERRE 197}‘({E§\%Eﬂ>>5’$:;?
——FRNAFLER - AR ESERAE

Ewﬁﬁ“ﬁ_iﬁﬁﬁﬁ%ﬂﬁ R A JiE FA B 35 =&
RNFEAERMNER(EE) Mt E 2R &
HREEA K B AL AR ET B & ETERT B ©
IHE 2E RIS T 38 FA A AN SR )

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2012: (Continued)

Amendments to HKAS 32 “Offsetting Financial Assets and
Financial Liabilities”

Amendments to HKAS 32, “Offsetting Financial Assets and
Financial Liabilities”, issued in December 2011 clarified the
requirements for offsetting financial instruments and addressed
inconsistencies in current practice when applying the offsetting
criteria in HKAS 32 “Financial Instruments: Presentation”. The
amendments are effective for annual periods beginning on or
after 1 January 2014 with early adoption permitted and are
required to be applied retrospectively. The Group is yet to

assess the full impact of these amendments.

Amendments to HKFRS 7 “Disclosures — Offsetting Financial
Assets and Financial Liabilities”

Amendments to HKFRS 7, “Disclosures — Offsetting Financial
Assets and Financial Liabilities”, issued in December 2011
requires disclosures about the effect or potential effects of
offsetting financial assets and financial liabilities and related
arrangements on an entity’s financial position. The amendments
are effective for annual periods beginning on or after 1 January
2013 and interim periods within those annual periods. The

amendments are required to be applied retrospectively.

HKAS 19 (2011) “Employee Benefits”

HKAS 19, “Employee Benefits”, was amended in June 2011.
The impact will be to immediately recognise all past services
costs, and to replace interest cost and expected return on plan
assets with a net interest amount that is calculated by applying
the discount rate to the net defined benefit liability (asset). This
standard is not relevant to the Group.

N, DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012
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BRI

NOTES TO THE FINANCIAL STATEMENTS

(CABEEFThz5I7R)

2.1

RFTIRIT

FESHBEBE@®)

mBEXE (@)

(Z2) ATREBMER-F——F—H—
H R 152 B B F BT K 25K 2 372
Al - B ERIRZBEZIEET
(&)

FEUBHRELNFEIF(ERTA)

ERUBHRELENFEIKERT L)wd e
BEERTRAGBZOE  AENER -
ERMBHREEYNEIFENR _—ZTNF
T—ARZZE-ZF+ ARM - B
HABERSENFEIREHAEH TR
DEEFE - BAMBHELEAEIFRER
EMEEANDEAMBIERER AT
B ERZERKAGTE - DBEARER
HRRETE - HEUAREIBEEES/MT
AZEBEARTAZANBRSRERE -

REMBEMNS  BARBRFNHEES
FTERIFE IR ENR - TR ZHER/ER
FEEZSTRABBRRER  RIFKE
REE LR TRMREASZER

B 51 B2 A AN E D AR E A 2
Wk - BRIRU R AR

AEBEERLSIZZZEELTE - &
AREGBRERMZER - MULERG
—hE—A-BXERARZITERE
JERRAER o
BB E LR E 10 GE M B IHRE)
EREMBREELFE 105G E P BHK)
Lif%fﬁﬁZJ@E'JT : EM“%MZE*ZE%@\
RE —HRBAEENEB AR ZHEAMER
R ﬁ-fﬁﬁimﬁ@ﬁ«u' 2 AT R IR R
It % BIER L RE SMB 35 5 B BY SR A 2R
E o AEBEIEEEEMBREERE0
HeRE  WRPBEBVBREERE0
FEGEMBHRRIBEBYESTEX -

(Expressed in thousands of Hong Kong dollars)

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2012: (Continued)

HKFRS 9 “Financial instruments”

HKFRS 9, “Financial instruments”, addresses the classification,
measurement and recognition of financial assets and financial
liabilities. HKFRS 9 was issued in November 2009 and
October 2010. It replaces the parts of HKAS 39 that relate to
the classification and measurement of financial instruments.
HKFRS 9 requires financial assets to be classified into two
measurement categories: those measured at fair value and
those measured at amortised cost. The determination is made
at initial recognition. The classification depends on the entity’s
business model for managing its financial instruments and the

contractual cash flow characteristics of the instrument.

For financial liabilities, the standard retains most of the HKAS
39 requirements. The main change is that, in cases where the
fair value option is taken for financial liabilities, the part of a fair
value change due to an entity’s own credit risk is recorded in
other comprehensive income rather than the income statement,
unless this creates an accounting mismatch.

The Group is in the process of making an assessment on the
impact and so far has not decided to early adopt the standard,
which shall be effective for the financial year beginning on or
after 1 January 2015.

HKFRS 10 “Consolidated financial statements”
HKFRS 10, “Consolidated financial statements”, builds on
existing principles by identifying the concept of control as the
determining factor in whether an entity should be included
within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist
in the determination of control where this is difficult to assess.
The Group is currently assessing the impact of HKFRS 10

but it is expected that the overall impact of HKFRS 10 on the
consolidated financial statements is immaterial.

SEARAR | —F— 44 I



B AR R ML
NOTES TO THE FINANCIAL STATEMENTS

(AR o R) (Expressed in thousands of Hong Kong dollars)
2. FESTHEHEHE @ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
21 REEXE @) 2.1 Basis of preparation (Continued)
(Z2) UTBRERMER-FE——F—H— (b) The following new standards, new interpretations and
H 152 BB FZ AR EKZ FTE amendments to standards and interpretations have been
Al - 327 ERIRBZEZAEE - issued but are not effective for the financial year beginning
(#&) 1 January 2012: (Continued)
BB R 2RI 11 SRCHE R 2HE) HKFRS 11 “Joint arrangements”
BEEMERELERNFE11GC LR ZEE ) HKFRS 11, “Joint arrangements”, establishes principles for
HRAZH T ERETERE 2 HEBIRER financial reporting by parties to a joint arrangement, and
Bl BESRAEHRZHE TN Z — s HERELE requires a party to a joint arrangement to determine the type
THET TS MR B & 15 e 7R M - 7 of joint arrangement in which it is involved by assessing its
fRE B L2 R o &R Z KR rights and obligations arising from the arrangement. The
ZBEAMERTH T 2 HSBEARER standard requires a joint operator to recognise and measure
REEEE B WARSTHZEEY the assets and liabilities (and recognise the related revenues
BREEANERANGTEEEREE B8 and expenses) in relation to its interest in the arrangement in
BIEEBZ WA R ZHER - ILAERE accordance with relevant HKFRSs applicable to the particular
KEREG & RRIBEAEB ST ERIF 285 assets, liabilities, revenues and expenses. It requires a joint
(e NAIREERNaRE) N AR venturer to recognise an investment and to account for that
AR ELRRERLIRE - BRIELHE investment using the equity method in accordance with HKAS
RZEATMERAERST AR R - 28, “Investments in Associates and Joint Ventures”, unless
REE AR BB BEREENE115],2 the entity is exempted from applying the equity method as
FEELTE  UFETER_ZE—Z=F specified in that standard. The Group is yet to assess HKFRS
— A — B A&z @t IR A T SIS 11’s full impact and intends to adopt HKFRS 11 no later than the
TRAEAER|FE 1158 o accounting period beginning on or after 1 January 2013.
BB TSRS ZERE 125K H At g 2 #E HKFRS 12 “Disclosures of interests in other entities”
AL ER )
BB TSRS ZERF 125K E At g 2 #E HKFRS 12, “Disclosures of interests in other entities”, includes
IR BE)EIEFTERNEMEE 2 = the disclosure requirements for all forms of interests in other
BELRTEE BE AT SRR ER entities, including joint arrangements, associates, special
FHMEEAERINZEENFEEEZK - purpose vehicles and other off balance sheet vehicles. The
AEBEARBBPBREEAF 1252 Group is yet to assess HKFRS 12’s full impact and intends to
EHEZEENF G Y ERTER T adopt HKFRS 12 no later than the accounting period beginning
—=F—A—Hs Az e BERAE on or after 1 January 2013.

B BREEANFE 1255
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NOTES TO THE FINANCIAL STATEMENTS

(CABEEFThz5I7R)

2.

2.1

2.2

FREMBHRREBBEARRREMENB A

FESHBEBE@®)

mBEXE (@)
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AHREZ 25 °

mEMBRE
AlEE

T A=+ —BHIEZ B -

RFTIRIT

(Expressed in thousands of Hong Kong dollars)

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(b) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2012: (Continued)

HKFRS 13 “Fair value measurement”

HKFRS 13, “Fair value measurement”, aims to improve
consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value
measurement and disclosure requirements for use across
HKFRSs. The requirements do not extend the use of fair value
accounting but provide guidance on how it should be applied
where its use if already required or permitted by other standards
within HKFRSs. The Group is yet to assess the full impact
of HKFRS 13 which shall be effective for the financial year
beginning on or after 1 January 2013.

There are no other HKFRSs or HK(IFRIC) interpretations that
are not yet effective that would be expected to have a material
impact on the Group.

(c) Revised presentation of advances to customers and trade
bills

To align with market practice, trade bills which were previously
included as part of gross advances to customers are now
reported as a separate item under “Advances and other
accounts” and do not form part of advances to customers.
In addition, bills receivable representing acceptances which
were previously included as part of trade bills are now reported
as part of other accounts and do not form part of trade bills.
Comparative figures including impaired loan ratio, overdue loan
ratio, rescheduled loan ratio, loan to deposit ratio, etc. have
been restated accordingly to conform with current period’s
presentation.

2.2 Consolidation

The consolidated financial statements include the financial

statements of the Company and all its subsidiaries made up to 31

December.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(@) Subsidiaries

Subsidiaries are those entities (including special purpose
entities) over which the Group has the power to govern the
financial and operating policies generally accompanying a
shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing

whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The acquisition method of accounting is used to account
for business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. ldentifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over
the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the consideration is less
than the fair value of the net assets of the subsidiary acquired
in the case of a bargain purchase, the difference is recognised
directly in the statement of comprehensive income.

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.
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2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(@)  Subsidiaries (Continued)

In the Company’s statement of financial position the
investments in subsidiaries are stated at cost less allowances
for impairment. The results of subsidiaries are accounted for by
the Company on the basis of dividend received and receivable.

(b)  Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests
are also recorded in equity.

When the Group ceases to have control or significant influence,
any retained interest in the entity is remeasured to its fair
value, with the change in carrying amount recognised in profit
or loss. The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained interest
as an associate, joint venture or financial asset. In addition,
any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the
Group had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss.

(c) Associates

Associates are all entities over which the Group has
significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for using the equity
method of accounting and are initially recognised at cost. The
Group’s investment in an associate includes goodwill (net of any
accumulated impairment loss) identified on acquisition.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(c) Associates (Continued)

The Group’s share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associates.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses in associate are recognised in the

income statement.

In the Company’s statement of financial position, the
investments in associates are stated at cost less provision for
impairment losses. The results of associates are accounted
for by the Company on the basis of dividend received and

receivable.

(d)  Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity, which is
subject to joint control and none of the participating parties has
unilateral control over the economic activity.

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share
of the results of jointly controlled entities for the year, and
the consolidated statement of financial position includes the
Group’s share of the net assets of the jointly controlled entities.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3 Interest income and expense

Interest income and expense are recognised in the income statement
for all instruments measured at amortised cost, available-for-sale
securities and certain financial assets/liabilities designated at fair
value through profit or loss using the effective interest method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the
net carrying amount of the financial asset or financial liability. When
calculating the effective interest rate, the Group estimates cash
flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit
losses. The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

2.4 Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis
when the service has been provided. Loan syndication fees are
recognised as revenue when the syndication has been completed and
the Group retained no part of the loan package for itself or retained
a part at the same effective interest rate as the other participants.
Wealth management, financial planning and custody services that are
continuously provided over an extended period of time are recognised
rateably over the period the service is provided.

2.5 Dividend income

Dividends are recognised in the income statement when the Group’s
right to receive payment is established.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets
2.6.1 Classification

The Group classifies its financial assets in the following categories:
financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, and available-for-sale
financial assets. The classification depends on the purpose for
which the investments were acquired. Management determines
the classification of its investments at initial recognition, except for
subsequent reclassification meeting specified definition of relevant
asset reclassification.

(@)  Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for
trading, and those designated at fair value through profit or loss
at inception.

A financial asset is classified as held for trading if it is acquired
principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as
held for trading unless they are designated as hedges.

The Group designates a financial asset upon initial recognition
as designated at fair value through profit or loss (fair value
option) if the following criteria are met:

(i) It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as “an
accounting mis-match”) that would otherwise arise from
measuring assets or recognising the gains and losses on
them on different bases;

(i) A group of financial assets is managed and its performance
is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and
this is the basis on which information about the assets is
provided internally to the key management personnel such
as the Board of Directors and Chief Executive Officer; or

(i)  Financial assets with embedded derivatives where the
characteristics and risks of the embedded derivatives are
not closely related to the host contracts.

Financial assets for which the fair value option is applied are
recognised in the statement of financial position as “Financial
assets designated at fair value through profit or loss”.
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2.6

2.6.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial assets (Continued)
Classification (Continued)
(b) Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, other than: (a) those that the Group intends to sell
immediately or in the short term, which are classified as held
for trading, and those that the Group upon initial recognition
designates as at fair value through profit or loss; (b) those that
the Group upon initial recognition designates as available-
for-sale; or (c) those for which the Group may not recover
substantially all of its initial investment, other than because of
credit deterioration.

(c) Available-for-sale

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of
the other categories. Available-for-sale investments are those
intended to be held for an indefinite period of time, which may
be sold in response to needs for liquidity or changes in interest
rates, exchange rates or equity prices.

(d)  Held-to-maturity

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity.
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2. FESTHEHEHE @ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

26 ERMEE®@ 2.6 Financial assets (Continued)

262 B H#E 2.6.2 Reclassification

AEB M ERENFIEEEREEFET S HE— The Group may choose to reclassify a non-derivative trading financial

BHITESREE  WEZSRMEETERER asset out of the held-for-trading category if the financial asset is no

HEEfAS 2RMEERAELER—EIESER longer held for the purpose of selling it in the near term. Financial

BAGE TN EBEMNE—EHNFERRBRT - FAI# assets are permitted to be reclassified out of the held-for-trading

HERIBEEEEREERREHN S o 1o category only in rare circumstances arising from a single event that

REEBRENRIGFEEESHESAEHEER is unusual and highly unlikely to recur in the near term. In addition,

REFNPERAERLRERRBEEEZEZERME the Group may choose to reclassify financial assets that would meet

EEASEREFSBEBEAZEARENEN the definition of loans and receivables out of the held-for-trading

BARKSEERNEARIFEAXEEE - AEFJA] or available-for-sale categories if the Group has the intention and

BN BZEE LA ETEMSRENMTERE ability to hold these financial assets for the foreseeable future or until

BREERMEWRFIEZ CMEEAHELES maturity at the date of reclassification. The Group may also reclassify

BB E o financial assets that no longer qualify for recognition as loans and

receivables to available-for-sale if the financial assets become quoted
in active market.

BN BREENHBEAZAFEAR - IERQ Reclassifications are made at fair value as of the reclassification date.
SEER AR AN ES#eRKAE  BEFHEH Fair value becomes the new cost or amortised cost as applicable, and
A2 A AR EIE TR ERBIELBIE - = no reversals of fair value gains or losses before reclassification date
DB EERREWGIENFEEER NS R are subsequently made. Effective interest rates for financial assets
BEZEBRMNERNENHOFBEE - BRI reclassified to loans and receivables and held-to-maturity categories
SRE—FEINE  ZEREEZERANEBAE are determined at the reclassification date. Further increases
R o in estimates of cash flows from the financial assets will require

adjustment to the effective interest rates prospectively.

FIERIAAFEFEAHEEH A AER] 2% On reclassification of a financial asset out of the “at fair value through
MEEANABRITESRTE  HEeRHEEE profit or loss” category, all embedded derivatives are re-assessed
BHOEK - TUEMTEREEFTERSHAA and, if necessary, separately accounted for.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets (Continued)
2.6.3 Recognition and measurement

Purchases and sales of financial assets are recognised on the trade
date - the date on which the Group commits to purchase or sell the
asset.

Financial assets are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs are expensed
in the income statement. Financial assets are derecognised when the
rights to receive cash flows from the financial assets have expired or
the Group has transferred substantially all the risks and rewards of
ownership and the transfer qualifies for derecognition.

The bases for the determination of fair value of financial assets are set
out in Note 3.5(a).

(@)  Financial assets at fair value through profit or loss

Gains and losses arising from changes in fair value of financial
assets held for trading and financial assets designated at fair
value at inception are included directly in the income statement
and are reported as part of “Net trading income”. Interest
income and expense derived from and incurred on financial
assets at fair value through profit or loss are included under “Net
interest income” in the consolidated income statement.

(b) Loans and receivables

Loans and receivables are carried at amortised cost less any
impairment loss. For loans and receivables that are subject
to fair value hedge arrangements, the hedged elements of the
loans and receivables hedged are carried at fair value.
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(Expressed in thousands of Hong Kong dollars)

2.6

2.6.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial assets (Continued)
Recognition and measurement (Continued)
(c) Available-for-sale

Available-for-sale financial assets are initially recognised at
fair value which is the cash given including any transaction
costs. They are measured subsequently at fair value with
gains and losses (except for impairment losses and foreign
exchange gains and losses on monetary assets classified
as available-for-sale) recognised in other comprehensive
income and accumulated in equity until the financial assets are
derecognised.

If an available-for-sale financial asset is determined to be
impaired, the cumulative gain or loss previously accumulated in
equity is reclassified into the consolidated income statement.

Interest is calculated using the effective interest method and
recognised in the consolidated income statement. Foreign
currency gains and losses on monetary assets classified as
available-for-sale are recognised in the consolidated income
statement. Dividends on available-for-sale equity instruments
are recognised in the consolidated income statement under
“Other operating income” when the Group’s right to receive
payment is established.

(d)  Held-to-maturity

Held-to-maturity investments are initially recognised at fair
value including direct and incremental transaction costs and are
measured subsequently at amortised cost using the effective
interest method. They are derecognised when the rights to
receive cash flows have expired.

Interest is included in the consolidated income statement
and is reported as “Net interest income”. If a held-to-maturity
investment is determined to be impaired, the impairment
is reported as a deduction from the carrying value of the
investment and recognised in the separate income statement as

impairment charge on held-to-maturity investments.
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(Expressed in thousands of Hong Kong dollars)

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets
(@) Assets carried at amortised cost

The Group assesses at each end of the reporting period whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred
if there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the
asset (a ‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the financial asset

or group of financial assets that can be reliably estimated.

The criteria that the Group uses to determine that there is

objective evidence of an impairment loss include:

o Delinquency in contractual payments of principal and
interest;

° Cash flow difficulties experienced by the borrower (for
example, high debt-to-equity ratio, low net income as a
percentage of sales);

. Breach of loan covenants or conditions;

° Deterioration of the borrower’s competitive position;

° Deterioration in the value of collateral; and

° Downgrading below investment grade level.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or
not, it includes that asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or continues to
be recognised are not included in a collective assessment of
impairment.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)
(@) Assets carried at amortised cost (Continued)

The amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is
reduced through the use of an allowance account and the
amount of the loss is recognised in the income statement. If
a loan or held-to-maturity investment has a variable interest
rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract.
As a practical expedient, the Group may measure impairment
on the basis of an instrument’s fair value using an observable

market price.

The calculation of the present value of the estimated future cash
flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and
selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment,
financial assets are grouped on the basis of similar credit risk
characteristics (i.e. on the basis of the Group’s grading process
that considers asset type, collateral type, overdue status and
other relevant factors). Those characteristics relevant to the
estimation of future cash flows for groups of such assets by
being indicative of the debtors' ability to pay all amounts due
according to the contractual terms of the assets are considered.

Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the
basis of the contractual cash flows of the assets in the group
and historical loss experience for assets with credit risk
characteristics similar to those in the group. Historical loss
experience is adjusted on the basis of current observable data
to reflect the effects of current conditions that did not affect the
period on which the historical loss experience is based and to
remove the effects of conditions in the historical period that do
not currently exist.
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(Expressed in thousands of Hong Kong dollars)

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)
(@) Assets carried at amortised cost (Continued)

Estimates of changes in future cash flows for groups of assets
should reflect and be directionally consistent with changes in
related observable data from period to period (for example,
changes in unemployment rates, property prices, payment
status, or other factors indicative of changes in the probability of
losses in the group and their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss
estimates and actual loss experience.

When a loan is uncollectible, it is written off against the related
allowances for loan impairment. Such loans are written off
after all the necessary procedures have been completed and
the amount of the loss has been determined. Subsequent
recoveries of amounts previously written off decrease the
amount of the allowances for loan impairment in the income
statement.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor’s credit rating), the previously
recognised impairment loss is reversed by adjusting the
allowance account. The amount of the reversal is recognised in

the income statement.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2.7

2.8

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)
(b)  Assets classified as available-for-sale

The Group assesses at each end of the reporting period
whether there is objective evidence that a financial asset or
a group of financial assets is impaired. In the case of equity
investments classified as available-for-sale, a significant or
prolonged decline in the fair value of the security below its
cost is considered in determining whether the assets are
impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss measured as the difference
between the acquisition cost (net of any principal repayment
and amortisation) and the current fair value, less any impairment
loss on that financial asset previously recognised in the income
statement, is removed from equity and recognised in the
income statement. Impairment losses recognised in the income
statement on equity instruments are not reversed through the
income statement. If, in a subsequent period, the fair value of
a debt instrument classified as available-for-sale increases and
the increase can be objectively related to an event occurring
after the impairment loss was recognised in profit or loss, the
impairment loss is reversed through the income statement.

(c) Renegotiated loans

Loans that are either subject to collective impairment
assessment or individually significant and whose terms have
been renegotiated are no longer considered to be past due but
are treated as new loans. In subsequent periods, the asset if
past due again is considered to be and disclosed as past due
loans.

Financial liabilities

Financial liabilities are classified into two categories: financial

liabilities at fair value through profit or loss and other financial

liabilities. All financial liabilities are classified at inception and

recognised initially at fair value. The bases for the determination of fair

value of financial liabilities are set out in Note 3.5(a).
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(Expressed in thousands of Hong Kong dollars)

2.8

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial liabilities (Continued)

(@)  Financial liabilities at fair value through profit or loss

This category has two sub-categories: financial liabilities held
for trading, and those designated at fair value through profit or
loss at inception.

A financial liability is classified as held for trading if it is incurred
principally for the purpose of repurchasing in the short term. It
is carried at fair value and any gains and losses from changes in

fair value are recognised in the income statement.

A financial liability is typically classified as fair value through
profit or loss at inception if it meets the following criteria:

(i) It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as "an
accounting mis-match") that would otherwise arise from
measuring liabilities or recognising the gains and losses
on them on different bases; or

(i) A group of financial liabilities is managed and its
performance is evaluated on a fair value basis, in
accordance with a documented risk management or
investment strategy, and this is the basis on which
information about the liabilities is provided internally to
the key management personnel such as the Board of
Directors and Chief Executive Officer; or

(iii)  Financial liabilities with embedded derivatives where the
characteristics and risks of the embedded derivatives are
not closely related to the host contracts.

Financial liabilities designated at fair value through profit or loss
include the Group’s own debt securities in issue and deposits
received from customers that are embedded with certain
derivatives. Financial liabilities designated at fair value through
profit or loss are carried at fair value and any gains and losses
from changes in fair value are recognised under “Net trading
income” in the consolidated income statement.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8 Financial liabilities (Continued)
(b)  Other financial liabilities

Other financial liabilities are recognised initially at fair value
net of transaction costs incurred and are subsequently carried
at amortised cost. Any difference between proceeds net of
transaction costs and the redemption value is recognised in
the consolidated income statement over the period of the other
financial liabilities using the effective interest method.

If the Group purchases its own debt, it is removed from the
statement of financial position, and the difference between
the carrying amount of a liability and the consideration paid
is accounted for as a gain or loss in the consolidated income

statement.

2.9 Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently re-
measured at their fair value. The bases for the determination of fair
value of derivative financial instruments are set out in Note 3.5(a). All
derivatives are carried as assets when fair value is positive and as
liabilities when fair value is negative.

Certain derivatives embedded in other financial instruments, such
as the conversion option in a convertible bond where it is not settled
by exchanging a fixed amount of cash or another financial asset for
a fixed number of own equity instrument, are treated as separate
derivatives when their economic characteristics and risks are not
closely related to those of the host contract and the host contract
is not carried at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value
recognised in the income statement unless the Group chooses to
designate the hybrid contracts at fair value through profit or loss.

The method of recognising the resulting fair value gain or loss
depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged. The
Group designates certain derivatives as hedges of the fair value
of recognised assets or liabilities. Hedge accounting is used for
derivatives designated in this way provided certain criteria are met.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9 Derivative financial instruments and hedge accounting
(Continued)

The Group documents, at the inception of the transaction, the
relationship between hedging instruments and hedged items, as well
as its risk management objective and strategy for undertaking various
hedge transactions. The Group also documents its assessment,
both at hedge inception and on an ongoing basis, of whether the
derivatives that are used in hedging transactions are highly effective
in offsetting changes in fair values of hedged items.

(@)  Fair value hedge

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges are recorded in the income
statement under “Net trading income — Net loss arising from
financial instruments subject to fair value hedge”, together
with any changes in the fair value of the hedged asset that are
attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item for
which the effective interest method is used is amortised to
profit or loss over the period to maturity and remains in retained
earnings until the disposal of the hedged item.

(b)  Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge
accounting. Changes in the fair value of any derivative
instrument that does not qualify for hedge accounting are
recognised immediately in the income statement under
“Net trading income”. For derivatives that are managed in
conjunction with designated financial assets or financial
liabilities, the gains and losses arising from changes in their fair
value are included under “Net trading income — Net loss arising
from financial instruments designated at fair value through profit
or loss”.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the
liability simultaneously.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.11 Sale and repurchase agreements

The liability to counterparties in respect of securities sold subject
to repurchase agreements (“repos”) is included in amounts due to
other banks, deposits from banks, or other accounts and accruals,
as appropriate. Securities purchased under agreements to resell
(“reverse repos”) are recorded as loans and advances to other banks
or customers, as appropriate. The difference between the sale and
repurchase price is treated as interest and accrued over the life of
the agreements using the effective interest method. Securities lent to
counterparties are also retained in the financial statements.

Securities borrowed are not recognised in the financial statements,
unless these are sold to third parties, in which case the purchases and
sales are recorded with the gain or loss included in trading income.
The obligation to return them is recorded at fair value as a trading
liability.

2.12 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the statement of financial position
with appropriate amounts of impairment allowances made. In the case
of delinquent loans on which collateral assets have been foreclosed
and repossessed by the Group pursuant to legal arrangements or
court orders, and with the legal title of the assets having been passed
to the Group, such loans are derecognised. The foreclosed assets
held for resale are included in “Other assets”.

2.13 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee as its chief operating
decision maker.

All transactions between operating segments are conducted on
an arm’s length basis, with inter-segment revenues and costs
being eliminated on consolidation. Income and expenses directly
associated with each segment are included in determining operating
segment performance.

Based on the requirements of HKFRS 8, the Group has the following
segments: Personal Banking, Commercial Banking, Treasury,
Overseas Banking and Others.
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2. FESTHEHEHEmw 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 jhEsE

(FF) DHEER 25l E M (a)  Functional and presentation currency

2.14 Foreign currency translation
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Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the
“functional currency"). The consolidated financial statements
are presented in HK dollars, which is the Group’s presentation
currency and the functional and presentation currency of the
Company and major part of the Group.

(b) Transactions and balances

Foreign currency transactions are translated into the functional
currency of the relevant entity using the exchange rates
prevailing at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

All foreign exchange gains and losses recognised in the income
statement are presented net in the income statement within
the corresponding item. Foreign exchange gains and losses
on other comprehensive income items are presented in the
statement of comprehensive income within the corresponding
item.

In the case of changes in the fair value of foreign currency
denominated monetary assets classified as available-for-sale,
a distinction is made between translation differences resulting
from changes in amortised cost of the assets and other changes
in the carrying amount of the assets. Translation differences
related to changes in the amortised cost are recognised in the
income statement, and those related to changes in the carrying
amount, except for impairment, are recognised in equity.

Translation differences on non-monetary items, such as
investments in equity instruments held at fair value through
profit or loss, are reported as part of the fair value gain or loss.
Translation difference on certain other non-monetary items,
such as equities classified as available-for-sale financial assets,
are included in the fair value reserve in equity.
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2. FESHBHEHME@) 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 HNEBE @) 2.14 Foreign currency translation (Continued)

(A) EEET R (c) Group companies

FTENGEEEBEZEMIRNEREE The results and financial position of all the Group’s entities

(A EBBIRKBE B ) 2 2B LRI (none of which has the currency of a hyperinflationary economy)

RRIEAT AN RERZ25|E - that have a functional currency different from the presentation

currency are translated into the presentation currency as
follows:

iy BUHBHRARFEIZEERBER () assets and liabilities for each statement of financial
BRSO R 2 3RS B Bz Ya T [ & i position presented are translated at the closing rate at the
& date of that statement of financial position;

(i) BUWZRZWA RS HIRFHERH (i) income and expenses for each income statement are
(Wt FHEWEZER S B @ translated at average exchange rates (unless this average
TEXNZERR 2 SIBNE - A is not a reasonable approximation of the cumulative effect
kX AR S EERBE) & of the rates prevailing on the transaction dates, in which

case income and expenses are translated at the dates of
the transactions); and

iy FIBERBEBEERASEREAN—E (iii)  all resulting exchange differences are recognised as a
BIIER e separate component of equity.

FAREAZER ZRRRRERR [E Exchange differences arising from the above processes are

HiFEI B T2 - reported in shareholders’ equity under “Exchange reserve”.

RESRER  BERIMEEFIRETE On consolidation, exchange differences arising from the

E2RBMER  JIARRERRA o WE translation of the net investment in foreign entities are taken to

§7|\¥i¥%)§zﬁj'¥ R E N EREETIEHE shareholders' equity. When a foreign operation is sold, such
152 B W S BB I s AR A TERR exchange differences are recognised in the income statement

as part of the gain or loss on sale.

WHEEINEREE CHERATEH Goodwill and fair value adjustments arising on the acquisition of
B, wEEZBIINERB 2 EENRBER a foreign entity are treated as assets and liabilities of the foreign
B WERNEEB ZERRE - entity and translated at the closing rate.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15 Premises and other fixed assets

Leasehold properties comprising land and buildings held on which
a reliable estimate is not available on the split of the carrying value
attributable to each of the land and building elements are accounted
for as finance leases and shown at fair value, based on periodic, and
at least triennial, valuations by external independent valuers, less
subsequent depreciation. Any accumulated depreciation at the date
of revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the
asset. All other property, plant and equipment are stated at historical
cost less depreciation and impairment losses. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
All other repairs and maintenance are expensed in the income
statement during the financial period in which they are incurred.

Increases in the carrying amount arising on revaluation of premises
are credited to premises revaluation reserve in shareholders'
equity. Decreases that offset previous increases of the same asset
are charged against fair value reserves directly in equity; all other
decreases are expensed in the income statement.

Depreciation of premises and other fixed assets is calculated using

the straight-line method to allocate cost or revalued amounts to their

residual values over their estimated useful lives, as follows:

- Premises Over the shorter of 50 years or
remaining period of lease

- Furniture, fittings, equipment  Over the estimated useful lives

and motor vehicles generally between 3 and 10

years

The difference between depreciation based on the revalued
carrying amount of premises charged to the income statement and
depreciation based on the premises’ original cost is transferred from
premises revaluation reserve to retained earnings.

The assets' residual values and useful lives are reviewed, and
adjusted if appropriate, at each end of the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15 Premises and other fixed assets (Continued)

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.18).

2.16 Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the companies in the
consolidated Group, is classified as investment property.

Investment property comprises land held under operating lease and
buildings held under finance lease.

Land held under operating lease is classified and accounted for as
investment property when the rest of the definition of investment
property is met. The operating lease is accounted for as if it were a

finance lease.

Investment property is measured initially at its cost, including related

transaction costs.

After initial recognition, investment property is carried at fair value.
Fair value is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the specific
asset. If this information is not available, the Group uses alternative
valuation methods such as recent prices on less active markets or
discounted cash flow projections. These valuations are performed in
accordance with the guidance issued by the International Valuation
Standards Committee. These valuations are reviewed annually by
external valuers. Investment property that is being redeveloped for
continuing use as investment property, or for which the market has
become less active, continues to be measured at fair value.

The fair value of investment property reflects, among other things,
rental income from current leases and assumptions about rental

income from future leases in the light of current market conditions.

Subsequent expenditure is charged to the asset’s carrying amount
only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance costs are
expensed in the income statement during the financial period in which
they are incurred.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Investment properties (Continued)

Changes in fair values are recognised in the income statement.

If an investment property becomes owner-occupied, it is reclassified
as premises and other fixed assets, and its fair value at the date of
reclassification becomes its cost for accounting purposes.

If an item of premises and other fixed assets becomes an investment
property because its use has changed, any difference resulting
between the carrying amount and the fair value of this item at the
date of transfer is recognised in equity as a revaluation of premises
and other fixed assets under HKAS 16. However, if a fair value gain
reverses a previous impairment loss, the gain is recognised in the
income statement.

2.17 Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the Group’s share of the net fair value of the identifiable assets and
liabilities of the acquiree as at the date of acquisition. Goodwill is
carried at cost less any accumulated impairment losses. Goodwill is
tested annually for impairment. Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit
from the business combination on which the goodwill arose.

Intangible assets arising from an acquisition are recognised
separately from goodwill when they are separable or arise from
contractual or other legal rights, and their value can be measured
reliably. They include core deposits, contracts and customer
relationships intangible assets, and trade names. Intangible assets
are stated at cost less amortisation, and/or accumulated impairment
losses. Amortisation is calculated based on estimated useful life
ranging from 5 to 12 years using a diminishing balance method.



(LAEEEFThz5I7R)

2. FEEHBEBEm@

218 BB BEERFEMEEZRE

EEGRMRICREERR 2 EER T2 HHH -
BEFAERENR © MHRXLEHIRRE
BN EREER LA R EE - ZEEERE
ERE o & EMKME (EHEE AT U0 & 78 2 BREE
TJEWM%/WEJEE%E o AIRE BB HE AR
ZEERATEREREEZRSE - %FEER
RRBHERIDRCRESELRM) #iM o R RAE
BEm  #UARERER GRS - BREEN - 3F
EREERSRE MM ELREZ DA REEIEL
= e

FEARRRNBMBERE - MIEHB A RS2 AR
YER B0 i B R B LA s B IR S R A Pl 2 W
R EAARARNERHEBAEEGAEE
BEXRABERAERNMEFEEERR - TARK
FREERER

2.19 BNHA R IEAE B 16

AMHRIAXHBENBIEERIE - REERNE
b2l aEERCIRE  EAEREEE MR
Wak 2 FEIR B MEERSN » TR 2 Wk AR A

R e

AIHARIA IR AR B Z B AT - BERE
MAERRHESRERVUAZ R HEHR
ERMAEE LOBRMIBAERERFE - &
T2 2 E BB A BB AR (E R R 2 15 U RT(d A
RAZ BN - WHEE IR BN TR
B SRIERBEEE -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.18 Impairment of goodwill, intangible assets and non-
financial assets

Assets that have an indefinite useful life or are not yet available
for use are not subject to amortisation, but are tested annually for
impairment. Assets are reviewed for impairment whenever events or
changes in circumstances indicated that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels (cash-generating units) for
which there are separately identifiable cash flows. Non-financial
assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting date.

In the Company’s financial statements, impairment testing of the
investment in a subsidiary or associate is also required upon receiving
dividend from that entity if the dividend exceeds the Company’s share
of the total comprehensive income of that entity concerned in the
period the dividend is declared or if the carrying amount of that entity
in the Company’s balance sheet exceeds the Company’s share of the
carrying amount of that entity’s net assets including goodwill in its
consolidated balance sheet.

2.19 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the income statement, except to the extent that
it relates to items recognised directly in other comprehensive income.
In such case, the tax is recognised in other comprehensive income

within the corresponding item.

The current income tax charge is calculated on the basis of the tax
laws enacted or substantially enacted at the end of the reporting
period in the countries where the Company’s subsidiaries, associates
and joint ventures generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations
in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Current and deferred income tax (Continued)

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates that have been
enacted or substantially enacted by the end of the reporting period
and that are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised. The tax effects of income tax
losses available for carry forward are recognised as an asset when it
is probable that future taxable profits will be available against which
these losses can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries, associates and jointly controlled entities,
except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax related to investment properties is measured
according to the tax consequence on the presumption that they are
recovered entirely through sale.

Deferred income tax related to fair value re-measurement of available-
for-sale investments, which is charged or credited directly to equity,
is also credited or charged directly to equity and is subsequently
recognised in the income statement upon the realisation of relevant
investments.

2.20 Employee benefits
(@)  Pension obligations

The Group offers a mandatory provident fund scheme and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. These
pension plans are funded by payments from employees and by
the relevant Group companies.

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
2. FESTHEHEHE @ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 EERF @) 2.20 Employee benefits (Continued)
(Z) KRG EBEREZ R (b)  Share-based compensation
TR D e AR S 2 hENGTE] - K& The Group has the choice to pay the intrinsic value of the share
AR BHNTE B M [ &R A R A option or to issue new shares to a grantee at the date of exercise
ZBREBERBITHRG - RIRHEIRE S under the share-based compensation plans, The total amount to
EZH 2 B THE R Z R E 7 RIFERE be expensed over the vesting period is determined by reference
IAARZAFEERERE - to the fair value according to settlement type.
RS2 ABRBIERER N Z2® For cash-settled share-based compensation, the total cost is
B XHABEAAREZAREZ AF the fair value of the options granted, with re-measurement at
B ZATEHERESEREBHREHT each reporting period with any change in the cost recognised
2 AR AN & B 7 R AR A 1 AR S AR in the income statement, with a corresponding credit or
JEREFFIN [BfE] - adjustment to the “Liabilities”.
ARRESZ T 2 ARDIERER SN 23k For equity-settled share-based compensation, the total cost
Bl - AR L 2 RRERE L B is measured and recognised based on the fair value of the
ZAYE  RAESERREES [ ARG equity options at the grant date, with a corresponding credit to
VEAEBERMN 2 FEE ] BTIER - PNE the “Share-based compensation reserve” in the shareholders’
i B AT TE Y S AR R I AR IR SR AR AR A funds. The total cost, which is fixed based on the fair value at
H G NZRBE N ER £ RREW T the grant date, is charged to income statement in accordance
R - NA R EEITHIRGD AT E A with the terms of the vesting of the options over time. When

Z . NBRRERNITE BT IT 28R the options are exercised, the Company will issue new shares

D2 ENMIRAR 2 BREEI - 7 [ AR 1EA to settle its obligation, and transfer applicable amount from the
ERERM 2 fife | BRARASRESR [IRHD “Share-based compensation reserve” to the “Share premium”
wEIETR account, in addition to the booking of paid-up capital at par for

each new share to be issued upon the exercise of the option.

(A) EEEZER (c) Employee leave entitlements

BEEERZFBMERHARBKRBERANEERE Employee entitiements to annual leave and long service leave
ERMERERER  NEBREEREL are recognised when they accrue to employees. An accrual is
REMEEREREMEZ 2FBR ALK made for the estimated liability for annual leave and long service
R 2 T B EET B - leave as a result of services rendered by employees up to the

end of the reporting period.

(T) #Zzzr8) (d) Bonus plans

EAEEREAREERERBE M E - 2 BF Liabilities for bonus plans due wholly within twelve months after
SRS EF  MBBSEEALR the end of the reporting period are recognised when the Group
LHIRE + 8 A NE I RE AT Se i 5t has a present or constructive obligation as a result of services
B o BIZEB 82 aEHmER - rendered by employees and a reliable estimate of the obligation

can be made.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Provisions

Provisions for restructuring costs and legal claims are recognised
when: the Group has a present legal or constructive obligation as
a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions comprise lease
termination penalties and employee termination payments. Provisions
are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.

2.22 Leases
(@) Operating lease

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are expensed in the income
statement on a straight-line basis over the period of the lease.

Where the Group is a lessor under operating leases, assets
leased out are included in fixed assets in the consolidated
statement of financial position. They are depreciated over their
expected useful lives on a basis consistent with similar owned
fixed assets. Rental income (net of any incentives given to
lessees) is recognised on a straight-line basis over the lease
term.

(b)  Finance lease

Leases of assets where the Group has substantially all the risks
and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease’s commencement at
the lower of the fair value of the leased property and the present
value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges so as to
achieve a constant rate on the finance balance outstanding. The
corresponding rental obligations, net of finance charges, are
included as liabilities. The investment properties acquired under
finance leases are carried at their fair value.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Leases (Continued)
(b)  Finance lease (Continued)

Where the Group is a lessor under finance leases, the amounts
due under the leases, net of unearned finance income, are
recognised as a receivable and are included in "Advances and
other accounts". Finance income implicit in rentals receivable is
credited to the income statement over the lease period so as to
produce a constant periodic rate of return on the net investment
outstanding for each accounting period.

2.23 Fiduciary activities

The Group commonly acts as trustees and in other fiduciary
capacities that result in the holding or placing of assets on behalf of
individuals, trusts and other institutions. These assets are excluded
from the Group’s financial statements, as they are not assets of the
Group.

2.24 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Dividends on ordinary shares are recognised as a liability in the
financial statements in the period in which they are approved by
shareholders.

2.25 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise balances with less than three months’ maturity
from the date of acquisition, including: cash, balances with banks
and other financial institutions, treasury bills, other eligible bills and
certificates of deposit and investment securities which are readily
convertible to cash and are subject to an insignificant risk of changes
in value.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.26 Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and other bodies
on behalf of customers to secure loans, overdrafts and other banking
facilities, and to other parties in connection with the performance of
customers under obligations related to contracts, advance payments
made by other parties, tenders, retentions and the payment of import
duties.

Financial guarantees are initially recognised in the financial
statements at fair value on the date the guarantee was given.
Subsequent to initial recognition, the Group’s liabilities under such
guarantees are measured at the higher of the amount determined
in accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets and the amount initially recognised less cumulative
amortisation recognised. Any changes in the liability relating to
financial guarantees are taken to the income statement.

2.27 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognised because it is not
probable that an outflow of economic resources will be required or the
amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be recognised
as a provision.

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain events not wholly within the

control of the Group.

A contingent asset is not recognised but is disclosed in the notes
to the financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks and
those activities involve the analysis, evaluation, acceptance and
management of some degree of risk or combination of risks. Taking
risk is core to the financial business, and operational risks are an
inevitable consequence of being in business. The Group’s aim is
therefore to achieve an appropriate balance between risk and return
and minimise potential adverse effects on the Group’s financial
performance.

The Group’s risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls, and
to monitor the risks and adherence to limits by means of reliable and
up-to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out pursuant to the overall strategy
and policies approved by the Board of Directors. The Executive
Committee and the Risk Management and Compliance Committee
(“RMCC”) under the authority delegated by the Board oversee and
guide the management of different risks which are more particularly
managed and dealt with by the Group Risk Division and different
functional committees. In addition, Internal Audit is responsible for the
independent review of risk management and the control environment.

The most important types of risk are credit risk, liquidity risk, market
risk and operational risk. Market risk includes currency risk, interest
rate and other price risk.

3.1 Strategy in using financial instruments

The Group accepts deposits from customers at both fixed and floating
rates, and for various periods, and seeks to earn positive interest
margins by investing and lending these funds in a wide range of
assets. The Group seeks to increase these margins by consolidating
short-term funds and lending for longer periods at higher rates, while
maintaining sufficient liquidity to meet all claims that might fall due.

The Group also seeks to apply its interest margins through its
lending to commercial and retail borrowers and to charge customers
appropriate fees and commission, taking into consideration credit risk
and market conditions. Such exposures involve not just on-balance
sheet loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit, performance and
other bonds.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.1 Strategy in using financial instruments (Continued)

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter instruments, including
derivatives, to take advantage of short-term market movements in
equities and bonds and in currency, interest rate and commodity
prices. The Board places trading limits on the level of exposures
that can be taken in relation to market positions. Apart from specific
hedging arrangements, foreign exchange and interest rate exposures
are normally offset by entering into counterbalancing positions
(including transactions with customers or market counterparties), or
by the use of derivatives, thereby controlling the variability in the net
cash amounts required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes in
interest rates that will result in decrease in the fair value of fixed rate
assets or increase in the fair value of fixed rate liabilities. Certain
of these financial instruments are designated in whole or in part as
fair value hedges, and the terms of hedge including hedged item,
amount, interest rates, hedge period and purpose are determined
and documented at the inception of each fair value hedge. Hedge
effectiveness is assessed at inception on a prospective basis and
is reassessed, on an ongoing basis, based on actual experience
and valuation. Fair value hedge relationships that do not meet the
effectiveness test requirement of hedge accounting are discontinued
with effect from the date of ineffectiveness of the fair value hedge.

3.2 Credit risk

The Group’s main credit risk is that borrowers or counterparties
may default on their payment obligations due to the Group. These
obligations arise from the Group’s lending and investment activities,
and trading of financial instruments (including derivatives).

The Group has a Group Credit Committee for approving major credit
exposures. The Credit Management Committee and the Treasury &
Investment Risk Committee are the committees responsible for credit
policy formulation and portfolio monitoring of the loan and treasury
businesses respectively. These committees are all chaired by the
Dah Sing Bank’s Chief Executive with certain Executive Directors
and senior business and credit officers as members. Credit risk
measurement, underwriting, approval and monitoring requirements
are detailed in credit policies.
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3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 FERE @ 3.2 Credit risk (Continued)
AREFNFEEMEESEANEERR - 58 The Group manages all types of credit risk on a prudent basis. Credits
HZBARBREEEBRMRE L8 2A WA are extended within the parameters set out in the credit policies
HHRSREEEABRRE 2155| RIZEMZ - and are approved by different levels of management based upon
EEE - - ZEZEeh&EERBITSTHER N established guidelines and delegated authorities. Credit exposures,
THEERKMO EERBEREEESE - A& limits and asset quality are regularly monitored and controlled by
BABEZMINEEE R NERANEREE management, credit committees and Group Risk Division. The
B - 2 KR E RSB - Group’s internal auditors also conduct regular reviews and audits

to ensure compliance with credit policies and procedures, and
regulatory guidelines.

321 FERRE 3.2.1 Credit risk measurement

(F) B R (a) Loans and advances

AEBEFHIERZEF R 2 REFE TR In measuring credit risk of loans and advances to customers and

TREMHEREZERRBRZEER to banks and other financial institutions at a counterparty level,

ek SRERZ=—EEZAG) BFPEX the Group focuses on three components, namely (i) credit risk

SHEHF2EERR : (BRPERSHEFZ of the client or counterparty; (i) current exposures to client or

BAEEREE & (i) BEEESE - counterparty; and (iii) the amount of impairment allowances.

() ANEBEIZFTEE 2 NELETAR T AR ET ()  The Group assesses the credit quality of corporate clients
EEERFZEERE - ZEFEA using an internal rating tool. It is developed internally and
NI - BE—REESTANEE combines general credit analysis and judgements of credit
STEABZHE - BEINRAEZE officers, and is reviewed, where available, by comparison
FHESRE ZETHE] - AEERF with externally available data. The Group’s rating scale
& o B+ =1BHERIWF RN A= KT has 13 grades which are segmented into three broad
HERMEHNAKFES.2.3W - EfE rating classes as shown in Note 3.2.3. Credit exposures
RAGEZSTLEREESREEE migrate between credit grades and rating classes as the
B HEREERZETEEERR assessment of credit quality on the borrower and business
METREER - SR ERFEREER environment changes. The rating tool is kept under review
RBEZERESN - and upgraded as necessary.
BAAREFZEEZERENEERR Credit quality of personal clients is assessed using
FHBLEERREERZINPTISE established criteria in credit policies and external
BAEH TS - AARGBER HKIERE market data from credit bureau. Loans to individuals are
HERIE AR & E AT TEERR - monitored on portfolio basis primarily based on their

delinquency status.

(i) RERRESEEEBENERERR (i)  Current exposure represents the actual utilisation of a
kBERERRMARIVEE 2SR credit facility and contractual obligations including both
EE- current exposure and undrawn commitment.

(i) AR RLEREREZFHEMES.2.3 (iii)  The assessment of individual and collective impairment is
AE=S I detailed in Note 3.2.3.
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3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(b)  Credit-related commitments

Credit related commitments include bank guarantee,
documentary letter of credit, standby letter of credit and
undrawn commitment on legally bound facilities. Their credit
risk is similar to loans except for documentary letters of credit
which are usually short term and self-liquidating and carry a low
level of credit risk and capital charge.

(c) Debt securities and treasury bills

For debt securities and treasury bills, external credit ratings
from international credit rating agencies such as Standard &
Poor’s are used to assist in credit risk assessment on top of
internal credit analysis. These investments help to diversify
risk exposures and income streams, and to maintain a readily
available source of liquidity to the Group.

(d)  Derivatives

In the normal course of business, the Group enters into a variety
of derivative transactions including forwards, futures, swaps
and options transactions in the interest rate, foreign exchange
and equity markets. Derivative transactions are conducted for
both trading and hedging purposes. The Group’s objectives in
using derivative instruments are to meet customers' needs by
acting as an intermediary, to manage the Group’s exposure to
risks and to generate revenues through trading activities within
acceptable limits.

The Group is exposed to counterparty risk arising from its
positions in derivative financial instruments, which is either
“valuation risk” for the credit risk on receiving mark-to-market
gains upon the default of a counterparty prior to scheduled
settlement, or “settlement risk” for the possibility of not
receiving the expected cash flow of a derivative transaction
upon the expiry of a derivative contract on the settlement date.

SEARAR | —F— 45 I
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(Expressed in thousands of Hong Kong dollars)

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(d)  Derivatives (Continued)

The notional amounts of financial instruments do not necessarily
indicate the amounts of future cash flows involved or the current
fair value of the instruments and, therefore, do not indicate
the Group’s exposure to credit or price risks. The derivative
instruments become favourable (assets) or unfavourable
(liabilities) as a result of fluctuations in market interest rates,
foreign exchange rates, equity prices and credit market
conditions. The aggregate contractual or notional amount of
derivative financial instruments on hand, the extent to which
instruments are favourable or unfavourable, and thus the
aggregate fair values of derivative financial assets and liabilities,
can fluctuate significantly from time to time.

The Group maintains strict control limits on net open derivative
positions (i.e., the difference between purchase and sale
contracts), by both amount and term. At any one time, the
amount subject to credit risk is limited to the current fair value of
instruments that are favourable to the Group (i.e., assets where
their fair values are positive), which in relation to derivatives is
only a small fraction of the contract, or notional values used to
express the volume of instruments outstanding.

3.2.2 Risk limit control and mitigation policies

The Group has an established framework to manage and control

concentrations risk with respect to individual borrower or

counterparty group, industry or country. Exposure limits by borrower

or counterparty group, industry or country are in place and their

exposures are monitored and reported to credit committees regularly.

The large exposure limits to borrower or counterparty groups are

capital based while the limits for industry and country are relative to

the size of the overall credit portfolio. All these limits aim to achieve a

more balanced portfolio.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.2 Risk limit control and mitigation policies (Continued)

To mitigate credit risk and where appropriate, the Group will obtain
collateral to support the credit facility granted. To control credit risk
exposure to counterparty arising from derivative positions, the Group
limits its derivative dealings with approved financial institutions, and
uses established market practices on credit support and collateral
settlement to reduce credit risk exposure to derivative counterparties.
Overall credit risk limit for individual financial institution counterparty,
including valuation limit for derivatives, is approved by the Group
Credit Committee with reference to the financial strength and
credit rating of individual counterparty. The acceptable types of
collateral and their characteristics are established within the credit
policies, as are the respective margins of finance. Enforceable legal
documentation establishes the Group’s direct, irrevocable and
unconditional recourse to any collateral, security or other credit
enhancements provided.

In relation to lending commitments that are unconditionally
cancellable without prior notice, the Group would assess the
necessity to withdraw the credit line in case where the credit quality
of a borrower deteriorates. Accordingly, these commitments do not
expose the Group to significant credit risk.

Irrespective of whether collateral is taken, all credit decisions are
based upon the customer’s or counterparty’s credit profile, cashflow
position and ability to repay.

(@ Loans and advances

The Group has guidelines on the acceptability of specific
classes of collateral for securing loans and advances. The
principal collateral types are:

° Mortgages over properties;

° Charges over business assets such as premises, inventory
and accounts receivable;

o Charges over financial instruments such as debt securities
and equities; and

° Charges over deposits.
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3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.2 Risk limit control and mitigation policies (Continued)

(@ Loans and advances (Continued)

In addition, in order to minimise credit loss, the Group will,
where possible, seek additional collateral from the counterparty
as soon as impairment indicators are noticed on relevant
individual loans and advances.

(b)  Debt securities

Debt securities and treasury bills are generally unsecured,
with the exception of asset-backed securities and similar
instruments, which are secured by portfolios of financial
instruments or underlying assets.

(c) Derivatives

Since all counterparties for derivatives trading are financial
institutions, the risk is managed as part of the credit risk control
and monitoring process in respect of financial institutions
including credit controls such as setting individual limit for
valuation risk, daily settlement limits and performing periodic
credit assessment for individual counterparty. Moreover, the
Group requires all derivative contract counterparties to enter
into International Swaps and Derivatives Association (“ISDA”)
Agreement in order to follow the standardised market practice
of close-out netting arrangement in the event of default or early
termination.

Collateral arrangements with selected counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.

3.2.3 Impairment and provisioning policies

Impairment allowances are recognised for loans, securities and

derivative exposures which have objective evidence of impairment at

the end of the reporting period for financial reporting purposes (see
Note 2.7).
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.3 Impairment and provisioning policies (Continued)

In determining whether objective evidence of impairment exists under

HKAS 39, the following criteria are assessed:

° Delinquency in contractual payments of principal or interest;
o Cash flow difficulties experienced by the borrower (e.g. equity to
debt ratio, net income percentage of sales);

° Breach of loan covenants or conditions;

° Initiation of bankruptcy proceedings;

° Deterioration of the borrower’s competitive position; and
° Deterioration in the value of collateral.

The Group’s policy requires the review of individual financial assets
that are above pre-set thresholds at least annually or more regularly
when individual circumstances warrant. Individual impairment
allowances on all individually significant accounts are determined by
an evaluation of the incurred loss at the end of the reporting period
on a case-by-case basis. The assessment normally encompasses
collateral held (including re-confirmation of its enforceability) and
the anticipated receipts from liquidating collaterals for that individual
account.

Collectively assessed impairment allowances are provided for:
(i) portfolios of homogenous assets that are individually below
materiality thresholds; and (ii) assets that are individually assessed but

do not have individual impairment.

The table below shows the percentage of the Group’s on-balance
sheet items relating to loans and advances and the associated
impairment allowances (both individually and collectively assessed)
covering on- and off-balance sheet amounts for each of the three
broad internal rating classes.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.3 Impairment and provisioning policies (Continued)

—E——F —=——%F
2012 2011
WEERE BEZER
I E AT BB AT
BERR B Botk EXRKREBHK ERasd
B2tk  Impairment BoE  Impairment
Loans allowance Loans allowance
and as a % of and as a % of
8 Group advances loan balance advances loan balance
% % % %
48571 Class

1—IF% 1 - pass 99.2 0.1 98.9 0.2
2—RRIEEE 2 — special mention 0.3 5.7 0.4 10.5
3—IRBEIAT 3 - sub-standard or below 0.5 25.1 0.7 37.9

BERARBZAXRITER ZEEND SRR
RIS

F—ARER] B2 EEAMBERFRFLD
ZE-EENH  KRRERARGOREN RS
HA2HNENSNERAS ZRENLTEEE °

F_MR BRI B2 AEBRBERTRR
MR ZE TR KRREXRALBREE » R
REBHEERRERL  AINESAKERRE
58K -

FE=A5I [RESIAT | B2 A EB AT E R R
REFZET—EET=H REERXRAERSE
BB ERNE 2 MEE - A F e 2 B @ B A
SEKEZRHKHEBRZEARRAFER B
ARSI AR R SEKRZER - NoFFZ
EFERERA BT RRWHER REARE -

100.0 100.0

As far as the commercial banking business of the Group is concerned,
the credit ratings are broadly categorised as follows:

Class 1 “pass”, which covers Grade 1 to 9 of the Group’s internal loan
grading system, represents loans for which borrowers are current in
meeting commitments and for which the full repayment of interest and
principal is not in doubt.

Class 2 “special mention”, which covers Grade 10 of the Group’s
internal loan grading system, represents loans with which borrowers
are experiencing difficulties and which may lead to credit losses to the
Group if the deterioration in loan quality cannot be contained.

Class 3 “sub-standard or below”, which covers Grade 11 to 13
of the Group’s internal loan grading system, represents loans in
which borrowers are displaying a definable weakness that is likely
to jeopardise repayment; or collection in full is improbable and the
Group expects to sustain a loss of principal and/or interest, taking
into account the fair value of collateral less cost to sell; or loans that
are considered uncollectible after all collection options have been
exhausted.
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

3. WXEERERE @)
3.2 SER@m

324 Rt AFEZERGARMEEREST
BIZREEEmEE

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.4 Maximum exposure to credit risk before collateral held

or other credit enhancements

KB
—E-—F —Z——%F
Restated
8 Group 2012 2011
EHREEABRANEEZEERRBRENT Credit risk exposures relating to
on-balance sheet assets are as follows:
e MEIRITH AR Cash and balances with banks 13,473,250 11,904,817
ERIT—EZE+Z@EAR Placements with banks maturing
EIEAEF X between one and twelve months 3,990,627 5,164,914
RIEEERENIS Trading securities 5,797,742 5,406,176
EENATEAZEEES Financial assets designated at fair
AN ECREE value through profit or loss 23,525 8,776
PTEEmMITA Derivative financial instruments 643,246 639,631
EEERRBR Loans and advances to customers
BAAER Loans to individuals
—fEAR — Credit cards 4,425,525 4,261,547
—RIBER - Mortgages 23,749,843 23,017,708
—Hh - Others 5,422,866 4,338,395
BEER Loans to corporate entities
—BHER - Term loans 24,257,026 22,231,984
—ZBEER - Mortgages 11,866,854 11,132,055
—BomE — Trade finance 5,360,541 5,223,525
— Hh - Others 11,090,926 10,662,014
B H5RIE Trade bills 4,329,872 1,559,061
Hfth & 7 Other assets 3,822,959 2,919,424
BREEFRRERFIEER 2 Investments in securities included in
BHEE the loans and receivables category 3,402,239 6,899,300
A S F S Available-for-sale securities
— BB — debt securities 21,587,059 16,940,749
BEEEES Held-to-maturity securities 7,047,540 8,171,987
150,291,640 140,482,063
EHREEABRINEE 2EERBRENT Credit risk exposures relating to
off-balance sheet items are as follows:
HBEREEMEERB 2N EE Financial guarantees and other credit
related contingent liabilities 2,744,878 2,491,029
BRI R B A5 B AR 2 A Loan commitments and other credit
related commitments 59,987,212 54,285,718
62,732,090 56,776,747
+=—A=+—H At 31 December 213,023,730 197,258,810

RHBITERERRAR | T — —FF®




(LAEEEFThz5I7R)

3. WXEERERE @)
3.2 SER@m

324 Rt AHEZHEFAFREMISEEIEE
FIZREEEREEE ®)

ERINFAAGEEAR T ——F R T ——F+=
A=t—HBE—EBRE=BA TSR %5
RAERTAFEZEFRIEMEERIRZE
ERb -

BAEEEMNABERAZEREEZRSERR
REAHEHE RAARBENE  E&EEE
REEAAEEEZTARITERAXN Z&S
T8 - RARDEREMNS - ERSEERARER
BRYEPZAEREERERRR -

AREBRB(RITE (BB RADZ R EHAEH
BRZIEBERBIEKAER AN RORZ R
EERR AT B FHBEE -

AEBZEERBAULETIIMREE—FFF
ft

o  ERERBIFMAPT%HEDIBEANILTIRE
FHERERAN(ZZE——F : 8%)

s HWHAERIZEADBEZIEBERIIBERD
ZIEE

o  EBRIRBFMEAET 8% A H X EER
BE(ZZ——F : 98%) :

e f(ARISiREREBEZEFERRBREERR
BEREB R EBEN0IS% (T ——F
0.48%) : I

s (EEEFRHMEFKREFTIN(ZZ——
F67%)mPEA-FERA -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.4 Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

The above table represents a worse case scenario of credit
risk exposure for the Group at 31 December 2012 and 2011,
without taking into account of any collateral held or other credit
enhancements attached.

The maximum exposure to credit risk for financial assets recognised
on the statement of assets and liabilities is the carrying amount.
For contingent liabilities, the maximum exposure to credit risk is the
maximum amount the Group would have to pay if the instrument is
called upon. For undrawn facilities, the maximum exposure to credit
risk is the full amount of the undrawn credit facilities granted to

customers.

The Group’s exposures to credit risk, measured using the expected
gross credit exposures that will arise upon a default of the end obligor,
are shown in the disclosures required under the Banking (Disclosure)
Rules.

The results of credit performance of the Group can be further
assessed with reference to the following:

. 7% of the loans and advances portfolio are categorised in the
top grade of the internal rating system (2011: 8%);

° Mortgage loans, which represent the biggest group in the
portfolio, are backed by collateral;

° 98% of the loans and advances portfolio are considered to be
neither past due nor individually impaired (2011: 98%);

o Loans and advances to customers that are either individually
or collectively impaired constituted 0.35% (2011: 0.48%) of the
total loans and advances to customers; and

. 71% (2011: 67 %) of the investments in debt securities and other

bills have at least an A-credit rating.
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

3. HXEKRERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 SER@m
325 B REB5

3.2 Credit risk (Continued)

3.2.5 Loans and advances

BB Loans and advances to customers are summarised as follows:
—T——F ZZT—F
£E Group 2012 2011

8 H R AR E R R E Neither past due nor individually

impaired 84,546,524 79,312,873
18 HR (B AR E R R E Past due but not individually impaired 1,343,765 1,182,323
IR Individually impaired 283,292 372,032
Feke Gross 86,173,581 80,867,228
B ORIEZEE Less: allowance for impairment (258,442) (382,598)
R Net 85,915,139 80,484,630
—B-——F =—ZT—F
£E Group 2012 2011
B E R K2R Impaired loans and advances
— ERIRE (5 () — Individually impaired (Note (a)) 283,292 372,032
—fREaREGE(Z)) — Collectively impaired (Note (b)) 16,251 13,652
299,543 385,684
B Impairment allowances made
— BRI (FE(R)) - Individually assessed (Note (c)) (90,726) (190,220)
—fRaaHh (52 (2)) - Collectively assessed (Note (b)) (14,948) (12,392)
(105,674) (202,612)
193,869 183,072
FEEMmLATE” Fair value of collaterals held* 221,109 213,682
ﬂﬁfﬁm BRIEEPER Impaired loans and advances
BRBRFEZEDL as a % of total loans and
advances to customers 0.35% 0.48%
* EHREAFEDREBEERMMERERRER S Fair value of collaterals is determined as the lower of the market value of

# - MERREEETE -

collateral and outstanding loan balance.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. HBREBRERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERR®@ 3.2 Credit risk (Continued)

325 B RB5 &) 3.2.5 Loans and advances (Continued)

it Note:

() ERRERERDZEETAERAREEREET
— R EEREERENTERERSER ([BX
=D WER - MRBEREFEZER R
RREREERTE - WA FEHEE -

(2) HFRMERRRBIIEZSE MGG EEERER
hEVEER RN 2R B EAPREEBBN TR
ZERRBR - ZEN L2 2 BEERES
IREEF TR SREERN 3D -

(A) AEERBREEFEZREHEERN+=-A
=t AR ZERREE -

ER R ER 2 B A 4258 /7 258,442,000 7 7T
(=ZZ——4 :382,598,000/8 1) * & & & @5
A E 2 #4590,726,0008 T ( —F ——4F :
190,220,000 7% 7T ) & iz 4R & E &G M E X
HApR AR 5 167,716,0008 T (- T ——4 ¢
192,378,000/87T) ° fizE25 R E Z AR F EHK
REHRREAMR B (B 2 REEEER -

(@

Individually impaired loans are defined as those loans having objective
evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event”) and that loss
event has an impact on the estimated cash flows of the loans that can be
reliably estimated.

Collectively impaired loans and advances refer to those unsecured loans
and advances assessed for impairment on a collective basis and which
have become overdue for more than 90 days as at the reporting date.
The collective impairment allowance for these impaired loans, which is a
part of the overall collective impairment allowances, is shown above.

The above individual impairment allowances were made after taking into
account the value of collaterals in respect of such advances as at 31
December.

The total impairment allowance for loans and advances is
HK$258,442,000 (2011: HK$382,598,000), comprising an allowance
of HK$90,726,000 (2011: HK$190,220,000) for the individually
impaired loans and the overall collective impairment allowances
of HK$167,716,000 (2011: HK$192,378,000) provided on loans

assessed on a collective basis. Further information on the impairment

allowances maintained for each of loans and advances to customers,

and other accounts is provided in Note 25.
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NOTES TO THE FINANCIAL STATEMENTS

(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FERE @ 3.2 Credit risk (Continued)
325 BEFREB5 &) 3.2.5 Loans and advances (Continued)
(FF) #mE A RAEESRES B RN (@) Loans and advances neither past due nor individually
impaired
BEREBREACHEEZEAERRENE The credit quality of the portfolio of loans and advances that
ERIRE T — IR EM E3.2.3 R M=K were neither past due nor individually impaired is normally
ERIEH TS - assessed based on the three broad gradings mentioned in Note
3.2.8.
EFERR
fBA(ZEEF) it BRER
Individual (retail customers) Corporate entities Total loans
FRF E5/E and
£H Group Credit  BEER Bt  EHER  REER Trade £t advancesto
ZE-ZETZAST-H  At31 December 2012 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
a5 Class:
1-E% 1-pass 4,366,370 23,404,414 5334977 24210841 11,654,895 5285287 10,264,912 84,521,696
2-BAEE 2 - special mention - - - - 18,076 1,338 3,349 22,763
3-REBFUT 3 - sub-standard or below = 344 19 = 1,526 = = 2,065
A Total 4,366,370 23,404,758 5335172 24210841 11,674,497 5,286,625 10,268,261 84,546,524
RPEHR
fIA(ZEXR) % A3
Individual (retail customers) Corporate entities Total loans
N B5mE and
£[ Group Credit  HRIEEH iy FEER  EBEX Trade £ff  advancesto
ZT——E+ZR=t—H  At31 December 2011 cards  Mortgages Others ~ Termloans  Mortgages finance Others  customers
@5 Class:
1-E% 1 - pass 4213274 22,688,999 4258910 22,134,333 10,987,030 5,172,187 9,830,109 79,284,842
2-FRIEE 2 - special mention - - - - 13,376 - 5428 18,804
3-REBIHT 3 - sub-standard o below - 367 - - 8,158 - 702 9,227
At Total 4213214 22,689,366 4258910 22,134,333 11,008,564 5,172,187 9,836,239 79,312,873
RS TR Z IR IBE R E B EIK Mortgage loans in the sub-standard or below class were
Hin 2 BHEE AT E AARRE assessed as not impaired after taking into consideration the

value and recovery of collaterals.
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NOTES TO THE FINANCIAL STATEMENTS

(ABEET TTALFR) (Expressed in thousands of Hong Kong dollars)
3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 ZERE@m 3.2 Credit risk (Continued)
325 BEFRB (&) 3.2.5 Loans and advances (Continued)
(Z) BEERGEZ EFREH (b) Loans and advances past due but not impaired
RFERR
A (ZEEF) i ey
Individual (retail customers) Corporate entities Total loans
=ik E5RE and
£E Group Credit  RBEX Rt BHER  BBER Trade Eft  advancesto
ZE-ZETZAST-B At31 December 2012 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
AE—EARHNT Past due up to 1 month 39,810 300,674 63,283 26,928 177,990 32,961 555,224 1,196,870
AH-MANLE=MA Past due more than 1 month
and up to 3 months 10,950 26,156 15,779 - 4916 12,842 32,463 103,106
BB=EANEEAER Past due more than 3 months
and up to 6 months 5,230 4,816 5,553 - - 85 15,178 30,862
BEAEANE Past due more than 6 months 3,165 541 782 - - 48 8,391 12,927
At Total 59,155 332,187 85,307 26,928 182,906 45,936 611,256 1,343,765
FRlRR ATE" Fair value of collaterals* - 331958 1,480 1863 182876 16107 440920 975204
RFEFR
fAA(BEZP) =4 #30E
Individual (retal customers) Corporate entities Total loans
ERT LR and
&5 Group Credit RBER =) BHER REER Trade £t advances to
ZE——EfZA=t-H  At31December 2011 cards  Mortgages Others ~ Termloans ~ Mortgages finance Others  customers
BE-EARNT Past due up to 1 month 31,027 283,660 58,676 66,068 122,699 22,031 440,047 1,024,208
PE—-EANLZ=MEA Past due more than 1 month
and up to 3 months 8,584 35,061 15,597 - - 510 50,772 110,584
QB[R EEAEA Past due more than 3 months
and up to 6 months 5,735 282 2,604 - - 6,401 5,480 20,502
SEREANE Past due more than 6 months 2,927 712 782 - = 6,042 16,366 27,029
it Total 48,213 319,715 77,659 66,068 122,699 35,244 512665 1,182,323
REARRZATE" Fair value of collaterals* - 319488 7,688 4405 122,670 18,539 444,305 917,090
* ERG2 AFEDBEEARTERER * Fair value of collaterals is determined as the lower of the market
KREBHEH  MEPREEME value of collateral and outstanding loan balance.
AR ER KRB - HEAEHRZA Upon initial recognition of loans and advances, the associated
FEDKEBEEFEEEEE 2MEAEM collateral is valued based on valuation techniques for the
E o BERAIE ZERRZAFESE particular assets. In subsequent periods, the fair value of such
TG ER KRR E EEEmER collateral is updated by reference to market price or indexes of

similar assets.
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NOTES TO THE FINANCIAL STATEMENTS

(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 ZERE@m 3.2 Credit risk (Continued)
325 BXRB (&) 3.2.5 Loans and advances (Continued)
() 1EFREZ ZFEHRBH (c) Loans and advances to customers individually impaired
REBERFFTAKREGIFEBGZIRESRAT The individually impaired loans and advances to customers of
ZERBER P B M # A 283,292,000 the Group before taking into consideration the cash flows from
Bt (=ZZ——% : 372,032,000/87C) ° collateral held is HK$283,292,000 (2011: HK$372,032,000).
ERIREER kBN BERAE BT The analysis of the gross amount of individually impaired loans
EERZEEERR AT ERER S A and advances by class, along with the fair value of the related
T collateral held by the Group as security, is as follows:
HEER-
BA(BERF) % fERIFHE
Individual (retail customers) Corporate entities Impairment
E5E allowances -
£F Group BEER By BHER  REER Trade Efy Ait  individual
ZE-ZEYZAST-H At31 December2012 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{ERIRE SR Individually impaired loans 12,898 2,297 19,257 9,451 21,980 211,409 283,292 90,726
WRERRZATE" Fair valug of collaterals* 12,848 - 1,276 9,024 14,963 182,998 221,109
EER-
fA(ZERP) =3 (BRI
Individual (retail customers) Corporate entities Impairment
BoRE allowances -
£H Group REEH A AHER  REER Trade A A3t individual
Z2——EfZA=t-H  At31December2011 Mortgages Others  Termloans  Mortgages finance Others Total ~ assessment
{ERIHEER Individually impaired loans 8,627 1,826 31,583 792 16,094 313,110 372,032 190,220
FRlRn ATE" Fair value of collaterals* 8,504 - 8,065 780 3122 193,211 213,682
* ERRBZ AFEDREBERRTERER * Fair value of collaterals is determined as the lower of the market
REBEH  MEPREEME ° value of collateral and outstanding loan balance.
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NOTES TO THE FINANCIAL STATEMENTS

(ABEET TTALFR) (Expressed in thousands of Hong Kong dollars)
3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 FERK @ 3.2 Credit risk (Continued)
325 B RB &) 3.25 Loans and advances (Continued)
(T) BE=1EAULZEFHRBH (d) Loans and advances overdue for more than 3 months
)y BwHREEERERE ()  Gross amount of overdue loans
EEET
=F-=F —F——F
Restated
2012 2011
BEREER BEAR(EE
BERBE EuEsE
Gross Gross
amount of {5#8%  amount of Ih4a%E
overdue Batt overdue Bt
£H Group loans % of total loans % of total
REBRFER Gross advances to customers
4REE - mHy which have been overdue for:
— =AU E=RMEA — six months or less but
over three months 70,549 0.08 49,794 0.06
—~NERUEE—F — one year or less but
over six months 33,986 0.04 254,138 0.31
——F B E — over one year 195,040 0.23 78,912 0.10
299,575 0.35 382,844 0.47
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz o R) (Expressed in thousands of Hong Kong dollars)
3. HXEEKRERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 EERK @ 3.2 Credit risk (Continued)
325 BHRB @) 3.25 Loans and advances (Continued)

(T) EE=1EALEZEHRBH (&) (d) Loans and advances overdue for more than 3 months

(Continued)
(i) BHREEERRBRZBEEERR (i)  Value of collateral held and impairment allowances
s mE against overdue loans and advances
ERRBH il HEREE-

KEBEE B gl gl HfhiE g {BRIFHE
Outstanding Current  FrA®HH KeEREFH BRESEE  Impairment

amount of market Portion  Portion not Other allowances -

&8 Group loans and valueof  coveredby  covered by creditrisk  individually

ZE-Z#+-A=1+-H At31 December 2012 advances collateral collateral collateral mitigation assessed
AEREEEFERRE]  Overdue loans and advances

to customers 299,575 379,646 242,553 57,022 - 78,668

ERREH Efm HEEE-

AEEEE B ERR AR EipEE {ERIzFi

Outstanding Curent  FrAEEM ReAEDH ERFERZRE  Imparment

amount of market Portion Portion not Other  allowances -

£H Group loans and valueof  coveredby  covered by creditrisk  individually

ZZ——Ff+ZA=+—H At31December 2011 advances collateral collateral collateral mitigation assessed
BEREEEPERREN  Overdue loans and advances

to customers 382,844 320,045 235,326 147,518 - 173,957

FrFs i mE 2 RERFHRRIRBEYE Collateral held mainly represented pledged deposits and

mortgage over properties.
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NOTES TO THE FINANCIAL STATEMENTS

(AT TTAIYIR) (Expressed in thousands of Hong Kong dollars)
3. BMKEERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 ZERE@m 3.2 Credit risk (Continued)
325 BEFRBF &) 3.2.5 Loans and advances (Continued)
(%) #MEBBHAEF (EHEEESR 25 (e) Rescheduled advances net of amounts included in
AR EEE A EEE) overdue advances shown above
{H48%8 IH4a%E
—E-CfF Bak =F——F Bk
&5 Group 2012 % of total 2011 % of total
BEFER Advances to customers 147,594 0.17 169,644 0.21
BB Impairment allowances = 900
326 EBEE 3.2.6 Trade bills
REZZ——-F+ZRA=+—0H  "EEWERE As at 31 December 2012, there were no trade bills that were impaired
SR EEBRRA=EACESIER( =T —— or overdue for more than 3 months (2011: Nil).
F|E)o
327 YW1 #im 3.2.7 Repossessed collateral
RERFFE 2 WEIEMRAT : Repossessed collateral held at the year-end is as follows:
—E——fF —ZT——f
L Group 2012 2011
BEMHE Nature of assets
ek Repossessed properties 73,702 19,400
HAp Others 6,760 5,804
80,462 25,204
WEHEHRIZE A TR RREE - BWEIEAMN Repossessed collaterals are sold as soon as practicable with the
AR B 2 B RARERETS proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.
{HET A 2 IR 48(E 5 72,342,000 75 7T 2 FEH B A i Certain other properties in the Mainland China with a total estimated
METEMYE(CZE——F : &) HEAEER realisable value of HK$72,342,000 (2011: Nil), which had been
5 B AR B M 2R L AT A IR (& foreclosed and repossessed by the Group pursuant to orders issued
Bl - IR A2 WMNHIFE 86 2 & E |18 by courts in the Mainland China, represent assets held by the Group
THREBLHEZEE - B2 ERE BRI for resale and have been reported under “Other assets” in Note 36.

A The relevant loans had been derecognised.
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. UHEREEE@m 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 FERM @ 3.2 Credit risk (Continued)

328 EHEF 3.2.8 Debt securities
() 1R IEIEE 2 5FR T (a)  Analysis by rating agency designation
TRINITRE——FR_ZT——F+= The table below presents an analysis of debt securities by rating
B=1+—RIEFHREEEZTEITZ agency designation at 31 December 2012 and 2011.

BISES ©
BFEE BEN TWHEERE BZUBRE &R
BBEE  AVEHE  Available- Held-to- EE

8 Group Trading  Designated for-sale maturity Loans and &t
ZE-"E+ZA=t-H At31 December 2012 assets  atfairvalue investments investments  receivables Total
AAA AAA - - 530,906 108,794 - 639,700
AA- Z AA+ AA- to AA+ 5,797,593 - 7,333,770 715,697 - 13,847,060
A-ZA+ A-to A+ 149 - 9,492,487 3,179,297 83,743 12,755,676
BAREERA- Rated but lower than A- - 23,440 3,342,003 1,109,253 3,261,957 7,736,653
REAR Unrated - 85 887,893 1,934,499 56,539 2,879,016
At Total 5,797,742 23525 21,587,059 7,047,540 3,402,239 37,858,105

FEEE REN UHHERE RERIHR 6054

FegE  ATEHE  Avalable- Held-to- [ENIE
& Group Trading  Designated for-sale maturity  Loans and At
“T——&+-F=+—H At31December 2011 assets  atfairvalue  investments investments  receivables Total
AAA AAA 90,285 - 1,203,138 109,620 - 1,403,043
AA- Z AA+ AA- to AA+ 5,315,729 - 7,476,517 479,430 - 13,271,676
A-ZA+ A-to A+ 162 - 6,362,918 3,063,753 806,708 10,233,541
BAREERA- Rated but lower than A- - 8,692 1428780 2633749  5960,616 10,031,846
REFR Unrated - 84 469,387 1,885,435 131,976 2,486,882
=l Total 5,406,176 8,776 16,940,749 8,171,987 6,899,300 37,426,988
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3. UHEREEE@m
3.2 FEAR@
328 EHEF @)

(Z) ZERERAT

RGBS 0 R B SR I R W IR 2 3
HRE  RERERT-_A=t—BAS
HINTRAAR -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3.
3.2
3.2.8

FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

Debt securities (Continued)

(b)  Analysis by overdue period

Investments in securities which were classified as loans and
receivables upon initial recognition, and were overdue at
the time of recognition, and which remain overdue as at 31
December as shown below:

—T——F —ZZT—F

2012 2011
RUAERF S EAER K Investments in securities classified
ERF IR FHIEE as loans and receivables upon
initial recognition
%61 3 Overdue for
——FNE — over one year 56,539 59,441

JJ"\%M“TJEEZJ\F"iﬁﬁffm&ﬁuﬂz%MﬁZEﬁ
FREMASHECRERD LBHE
&2 BEEMBARNKER

329 WEEEERBZEHMEEZBRE
FrEE

(FF) 1Z15

EEERZBE AT TIRIEE Z ERE KR
*&&Z XSEFEMDIE - — M=

EERNERIENREXIZHFIRZE
R - B ASE o

TRABPEREBREAAIN -

3.2.9

The entire portfolio of investments in securities classified as
loans and receivables upon initial recognition was recognised
in the statement of financial position at a value after taking into
account the above overdue status.

Concentration of risks of financial assets with credit risk
exposure

(@ Geographical sectors

Advances to customers by geographical area are classified
according to the location of the counterparties after taking into
account the transfer of risk. In general, risk transfer applies
when an advance is guaranteed by a party located in an area
which is different from that of the counterparty.

The following table analyses gross advances to customers by
geographical area.

—E-CF —E——F
t=ZA=+—-H t=A=+—H
At At

31 Dec 2012 31 Dec 2011

BEEMRMRE
—&
— R E
—2M
—Eft

Gross advances to customers

- Hong Kong 64,568,498 65,184,854
- China 12,313,706 6,927,228
- Macau 8,412,400 7,578,182
- Others 878,977 1,176,964

86,173,581 80,867,228
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 FERK @ 3.2 Credit risk (Continued)

329 WMEECGEREBZtMEEZREMRE 3.2.9 Concentration of risks of financial assets with credit risk
HIEEE (&) exposure (Continued)
(FF) [E1 () (a)  Geographical sectors (Continued)
TRAAEEEBERNBER BHEKRE The following table analyses the cross-border claims of the
RIESRITHESRA TR BEEREDT Group in relation to loans and advances, investments in

securities, and balances and placements with banks.

RITREAM
SRS
Banks NEWE
and other Public
ZZ--F+=HA=+—-H At31 Dec 2012 financial sector Hity st
HEART In millions of HK$ institutions entities Others Total
DAR - NMEEEBEN Asia Pacific excluding Hong Kong 20,697 154 15,317 36,168
tERAE North and South America 2,109 - 2,854 4,963
BOM Europe 3,751 80 1,475 5,306
26,557 234 19,646 46,437
RITREAM
SR
Banks NEEE
and other Public
“T—F+ZA=+—H At31Dec2011 financial sector it #t
BEET In millions of HK$ institutions entities Others Total
DAR  TEEEBEN Asia Pacific excluding Hong Kong 19,028 147 12,457 31,632
tEREE North and South America 1,393 - 2,776 4,169
B Europe 4,581 89 2,228 6,898
25,002 236 17,461 42,699
TSR EREENEEERAROER The above information of cross-border claims discloses
1% BIER 5% TF B BT b 1 3 2R e o exposures to foreign counterparties on which the ultimate
WX GEHFHREEENERR - — KNS - risk lies, and is derived according to the location of the
ERSGHFHEESHETRBERN S — counterparties after taking into account any transfer of risk.
FER - XETERER —BEITHEIND In general, transfer of risk from one country to another is
17 MEBHBERRTEANER - 4 =iE recognised if the claims against a counterparty are guaranteed
RELE—BREBES —BX - by another party in a different country or if the claims are on

an overseas branch of a bank whose head office is located in a
different country.
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. WXEERERE @) 3.
3.2 SER@m
329 B ELEERBEHBEEZRRBRE

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk

HIEEE (&)
(Z2) 7%

EFERER — RIEREFREDR

exposure (Continued)

(b)  Industry sectors

Gross advances to customers by industry sector classified

according to the usage of loans

—T——F —ZT—F
£ Group 2012 2011
EEBFERANER Loans for use in Hong Kong
T Industrial, commercial and financial
—MEER - Property development 1,662,651 902,519
—EIRE - Property investment 14,047,519 14,857,643
— SR — Financial concerns 336,280 916,269
—RELA — Stockbrokers 100,240 31,372
—BEEEETE — Wholesale and retail trade 3,219,507 2,020,735
—BlEE — Manufacturing 1,996,894 1,647,656
— B R EH R — Transport and transport equipment 4,635,150 4,192,698
—REEEE) - Recreational activities 287,610 302,656
— BB — Information technology 8,703 2,864
—HA — Others 2,894,403 2,678,926
29,188,957 27,553,338
TEA Individuals
—HE [FEEHENE] — Loans for the purchase of flats in
[FLAZEEEE & Home Ownership Scheme, Private
[MEEHEREE ] EBFER Sector Participation Scheme and
Tenants Purchase Scheme 1,123,393 1,147,664
—BEHMEEMEER — Loans for the purchase of other
residential properties 16,026,972 15,935,118
—ERAREX - Credit card advances 4,240,329 4,107,677
—Hftb - Others 5,465,362 4,413,867
26,856,056 25,604,326
EEBERANER Loans for use in Hong Kong 56,045,013 53,157,664
BHME (=) Trade finance (Note (1)) 5,024,007 5,091,959
EEBAIMERNER (GE(Z)) Loans for use outside Hong Kong
(Note (2)) 25,104,561 22,617,605
86,173,581 80,867,228
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(LAEEEFThz5I7R)

3. WXEERERE @)
3.2 SER@m

329 WMEECGEREBZtMEEZREMRE
HIEEE (&)

(Z) 7% (&)

(=)

AR T EEER AR | — T a4 I

LRIIRZBSBMERSERECHER
BIEEEERDBELZAEBIESIMS
¥oREABBER  RABLONED
MEE UREREIBEFZER -

BT —Fi HHRBRERERFHRE
EBAMZRREBERFTBEOEAES
REFPESBERRA - MEDFREE -

R—FT——&F+-_A=+—RA#KE
1,766,805,000 8 L 2 B 5 E1HE R EWE
BERERETRIEEEIMEZAUFTEZ
T——FZHM-

THREABZESREBRBEAE
336,534,000/ (= F ——F + = A
=+—H : 131,566,000/ 7T) D IER [
BERIMERMERIET °

EEBSMERNERBERTEERR
BEEBAIMERZER

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk
exposure (Continued)

(b)

Note:

Q)

Industry sectors (Continued)

Trade finance shown above represents loans covering finance
of imports to Hong Kong, exports and re-exports from Hong
Kong and merchandising trade classified with reference to the
relevant guidelines issued by the Hong Kong Monetary Authority
(“HKMA?).

Starting 2012, trade bills and bills receivable associated with trade
finance activities are not classified and included as trade finance
lending to customers, and are separately disclosed.

Trade bills and bills receivable amounting to HK$1,766,805,000 as
at 31 December 2011 are excluded from trade finance to conform
with the 2012 classification.

Trade finance loans not involving Hong Kong totalling
HK$336,534,000 (31 December 2011: HK$131,566,000) are
classified under Loans for use outside Hong Kong.

Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.
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P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk

Market risk is the risk of losses in assets, liabilities and off-balance
sheet positions arising from movements in market rates and prices.

Market risk exposure for different types of transactions is managed
within various risk limits and guidelines approved by the Board,
the RMCC and the Treasury & Investment Risk Committee (“TIRC”)
under the authority delegated from the Board. Risk limits are set at
the portfolio level as well as by products and by different types of
risks. The risk limits comprise a combination of notional, stop-loss,
sensitivity and value-at-risk (“VaR”) controls. All trading positions are
subject to daily mark-to-market valuation. The Risk Management and
Control Department (“RMCD”) within the Group Risk Division, as an
independent risk management and control unit, identifies, measures,
monitors and controls the risk exposures against approved limits and
initiates specific actions to ensure positions are managed within an
acceptable level. Any exceptions have to be reviewed and sanctioned
by the appropriate level of management-TIRC, RMCC or the Board, as
stipulated in the relevant policies and procedures.

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of Dah Sing Bank,
Limited (“DSB”), run their treasury functions locally under their own
set of limits and policies and within the overall market risk controls
set by DSB. The RMCD of DSB oversees and controls the market risk
arising from the treasury operations of BCM and DSB China.

The Group applies different risk management policies and procedures
in respect of the market risk arising from its trading and banking
books.

3.8.1 Market risk arising from the trading book
The following descriptions relate to DSB and BCM.
In the Group’s trading book, market risk is associated with trading

positions in foreign exchange, debt securities, equity securities and

derivatives.
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(LAEEEFThz5I7R)

3. HMBEBRERE @

3.3 miFEE @)

331 REEEKRZ TS5 EE &)
(F) MR E 7%

ERMERRER  AEEERZEER
BiRRA 2 ITDA BT SRR RIEHI TS
BN ERERREEBEA - AREE
REETIZRR L EIDEBMANT

AR T EEER AR | — T a4 I

miEEARHRE

AEFEATSRREBES  H—
RS AREERIFIEEERARMEAS
ATS T LIEBERL - X
PAAEEREESEKTEAEERLZ
RAHEE - B —BiIF e B2 AR
& ANEEBEKFEAE99% o Flt
FERBEOSRTEE - BIRIBAAT4E
LSRR EEZ M EARK - Bt
BRANEZ 7 AN T L8 S B TR AR 3
EERB BRI EREE 2B -

M5 AR BEELRREERFE S
(MEEEMER—R) EEERT
B MEERBETMKERE IR
RmE-  mERBRERBEE—@E
“AATRBH(HEE—F)ZHE
BERE - A2 TS
BREEAHE -

AEEREEEAREEE Y TEA
REEER - BEEETSRRKE
B2 B - B AR IR 2
FURE RABEERARER -

ATERREEANEE 2 THRERR
EESHEAN—EZRE EFghHE
BEZZESRMBEBRERERET
RIS RRBREEEERDRES XS
2P WELEGEERH - SEERE
BRERBIETSRREBE 2 ERR
B EREES S LLETTEENE - AEE L
W& FEB 2 TS REBEERY
18 42,140,000 . ( =T — —F :
2,946,000/ 7T) °

(Expressed in thousands of Hong Kong dollars)

3.
3.3

3.3.1

FINANCIAL RISK MANAGEMENT (Continued)

Market risk (Continued)

Market risk arising from the trading book (Continued)

(@

Market risk measurement technique

In the management of market risk, the Group measures market

risks using various techniques commonly used by the industry

and control market risk exposures within established risk limits.

The major measurement techniques used to measure and

control market risk are outlined below.

@)

Value at risk

The Group applies a VaR methodology, which is a
statistically based estimate, to measure the potential loss
of its trading portfolio from adverse market movements. It
expresses as the maximum amount the Group might lose
given a certain level of confidence, which for the Group
is 99% for a one day holding period. There is therefore a
specified statistical probability that actual loss could be
greater than the VaR estimate. Hence, the use of VaR does
not prevent losses outside the VaR limits in the event of
extreme market movements.

The VaR model assumes a certain “holding period” (one
day in the case of the Group) until positions can be closed.
It is calculated based on the current mark-to-market value
of the positions, the historical correlation and volatilities
of the market risk factors over an observation period of
250 days (or over one year) using a method known as
parametric VaR methodology.

The VaR model is continuously validated by back-testing
the VaR results for trading positions. All back-testing
exceptions are investigated and back-testing results are
reported to senior management.

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and
reviewed by the Board and its delegated committees
at least annually for all trading positions and allocated
to business units. Actual exposures, including VaR, are
monitored against limits on a daily basis by Group Risk
Division. Average daily VaR for the Group for all trading
activities during the year was HK$2,140,000 (2011:
HK$2,946,000).
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WiEEE @) 3.3 Market risk (Continued)
331 FEEEKRZHSELE &) 3.3.1 Market risk arising from the trading book (Continued)
(F) THRERETER % (%) (a)  Market risk measurement technique (Continued)
(i)  EEIDAIE (i)  Stress tests
BRI IRH RSB T A e IR 2 Stress tests provide an indication of the potential size
TBIEB R 2 458 - EEEREPEITHY of losses that could arise in extreme conditions. The
BEHRHELE - BREEEAHR - stress tests carried out by Group Risk Division include:
FEBESRBERFREITTNRE AN risk factor stress testing, where stress movements are
BE  RERBEDAR - 5AAFA applied to each risk category; and scenario stress testing,
FEA RN FHEFEREMEE which includes applying possible stress events to specific
HEITAE - positions or portfolios.
BhHARZERBESe NEREY The results of the stress tests are reviewed by the Board
ZEgTEHEHN - and its delegated committees regularly.
(Z) TR EZE (b)  VaR summary of trading portfolio

BE-Z——F+=-H=+—-RHB #H=E—_ZT——F+-A=+—H

LE+=MEA IE+=@EA
12 months to 31 Dec 2012 12 months to 31 Dec 2011
F15 BS BIE 15 &= 533
&8 Group Average High Low Average High Low
4INEEE [ e Foreign exchange risk 1,709 3,589 913 1,419 2,850 876
7 == @ Interest rate risk 1,265 3,143 377 2,637 3,962 1,722
il All risks 2,140 4,692 1,092 2,946 4,277 1,914
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(CABREFThz5I7R)

3. WXEERERE @
3.3 WiEE @)
332 FERITHRZ 5 ERE
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FREREBEZFER o
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 Market risk (Continued)
3.3.2 Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly associated
with positions in debt and equity securities.

(@)  Market risk measurement technique

Within the risk management framework and policies established
by the Board and its delegated committees, various limits,
guidelines and management action triggers are established to
control the exposures of the Group’s banking book activities
to foreign exchange risk, interest rate risk, and price risk. In
particular, position and sensitivity limits and price triggers are
in place to control the price risk of the investment securities. In
addition, sensitivity analysis and stress testing covering shocks
and shifts in interest rates on the Group’s on- and off-balance
sheet positions are regularly performed to gauge and forecast
the market risk inherent in the Group’s banking book portfolios
against the established control measures.

VaR methodology is not currently being used to measure and
control the market risk of the banking book.

(b)  Sensitivity analysis of non-trading portfolio

(i) Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD, Macau Pataca (“MOP”) and Renminbi
(“RMB”)) as foreign exchange positions and foreign
currency balances arising from customer transactions are
normally matched against other customer transactions or
transactions with the market. Foreign exchange exposure
in respect of MOP and RMB arise mainly from the
operation of overseas subsidiaries in Macau and Mainland
China. The net exposure positions, both by individual
currency and in aggregate, are managed by the Treasury
of the Group on a daily basis within established foreign
exchange limits.

Long-term foreign currency funding, to the extent that this
is used to fund Hong Kong dollar assets, or vice versa,
is normally matched using foreign exchange forward
contracts to reduce exposure to foreign exchange risk.
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(Expressed in thousands of Hong Kong dollars)

(CABREFThz5I7R)

3. HBEE

3.3 WiHEE @

332 FERITARZ T E/EE (%)
(Z) FFRIEEEFZHE BRI (b)

B (&) 3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio (Continued)

(&)

(i)  IMNERR (&

R-B——F+-—H=+—8 " f{ff
B E M BUR ST & W E TR
BRARBERE-AEEN  AFE
ZERBRE AN RS SIE N EEE
(22 ——F : BN—T_a&%E
) TEXBRBRERMABREAR
R ER Z IME W AN BRI
RAR¥ & ERZINERIE

BRI - WA LM BRI
BTHRFERARBSAE—BE
EE - NERZBRBIR SN R
BMANBEBT(ZE——F : B
—T-A8AT) °

(i) FA=EERER

ANBHME - FEERTIBERT
SRR MERE/TARE KRR
B ML FRARE 2 B o IR
BEEHMS @ AXEARRAHNRT
BHEZ(MEREMTAZRERE
BERE Rk o AEBRITRARE
PAEMTT 2 AR R © Bt
g%%ﬁrﬂg”ﬁv\&é$2iﬁ%\ (]

BEmN I F R SR INE 3z 1L
FﬁJ:ﬂEJZ'FE% BEERBERARE
ERZEe((EERABERZE
2 1) SARTBE AR 2 ERTH R SH ALK
RERE  HRREERETHEDR

@‘%/L °

(i) Foreign exchange risk (Continued)

At 31 December 2012, if HK$ had weakened by 100
pips against MOP and RMB with all other variables held
constant, the profit after taxation for the year and equity
would have been HK$8 million higher (2011: HK$12 million
higher), mainly as a result that the foreign exchange
gain on translation of MOP and RMB denominated
financial assets outweighed the foreign exchange losses
on translation of MOP and RMB denominated financial
liabilities.

Conversely, if HK$ had strengthened by 100 pips against
MOP and RMB with all other variables held constant, the
profit after tax for the year and equity would have been
HK$8 million lower (2011: HK$12 million lower).

(i)  Interest rate risk

From an earnings perspective, interest rate risk is the
risk that the net income arising from future cash flows of
a financial instrument will fluctuate because of changes
in market interest rates. From an economic value
perspective, interest rate risk is the risk that the economic
value of a financial instrument will fluctuate because of
changes in market interest rates. The Group takes on
interest rate risk from both perspectives in the banking
book. As such, the interest margins or net interest income
and the economic value of the capital may increase or
decrease as a result of such changes or in the event that
unexpected movements arise. The Board and the Assets
and Liability Management Committee (“ALCQO”) set limits
on the level of mismatch of interest rate repricing that may
be undertaken, which are monitored regularly by RMCD.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) Interest rate risk (Continued)

The framework adopted by the Group to measure interest
rate risk exposures arising from its banking book positions
is consistent with that set forth by the HKMA for reporting
interest rate risk exposures. In this framework, deposits
without a fixed maturity are assumed to be repayable
and to reprice on the next working day whereas loan
prepayments are not considered when allocating loan
balances into respective interest repricing time bands.

At 31 December 2012, if HK$ and US$ market interest
rates had been 200 bps higher with other variables held
constant, the profit after tax over the next 12 months and
the economic value would have been HK$80 million lower
(2011: HK$104 million lower) and HK$605 million lower
(2011: HK$499 million lower) respectively.

The method and assumptions used in the above sensitivity

analysis on foreign exchange risk and interest rate risk are on
the same basis for both 2011 and 2012.

In addition to foreign exchange risk and interest rate risk, the

Group’s investments in debt securities and equity securities

are also exposed to other price risks. Consequently, the value

of such investments could change significantly depending on

a variety of factors including liquidity risk, market sentiment

and other events that might affect individual or portfolios of

exposures.
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.3 Currency risk

The table below summarises the Group’s financial assets and
liabilities translated into equivalent HK$ amounts, categorised by

B s R R ML
NOTES TO THE FINANCIAL STATEMENTS

currency.
&8 Group BT ES ik AR¥ Hith o
“E-"E+-f=1-H At 31 December 2012 HKD UsD MOP RMB Others Total
BE Assets
Re REFRTNES Cash and balances with banks 3,908,174 1,535,281 340,250 5,424,342 2,265,203 13,473,250
ERO-ZTZEARZBNER  Placements with banks maturing

between one and twelve months 1,475,000 457,922 - 1,550,778 506,927 3,990,627
FIEEERENES Trading securities 5,797,196 - - 546 - 5,797,742
BENATEHEAEE Financial assets designated

TABRNSHAE at fair value through profit or loss - 23,525 - - - 23,525

fTASRIA Derivative financial instruments 34,617 500,069 = 7 108,553 643,246
FEERRA A Advances and other accounts 69,408,572 13,289,774 3,402,595 8,477,318 2,730,837 97,309,096
AEHEES Available-for-sale securities 2,728,901 18,337,645 485 567,911 285,582 21,920,524
BEIESES Held-to-maturity securities 399,701 4,998,675 869,731 43,412 736,021 7,047,540
SREESH Total financial assets 83,752,161 39,142,891 4,613,061 16,064,314 6,633,123 150,205,550
& Liabilities
BITER Deposits from banks 110,386 1,685,016 38,902 771,586 39,730 2,645,620
fTASRIA Derivative financial instruments 8,768 1,216,050 - - 273,874 1,498,692
HIEEERANERE Trading liabilities 2,278,044 - - - - 2,218,044
REEHR Deposits from customers 75,561,632 15,352,845 5,673,145 13,898,425 7,450,355 117,936,402
BREANERE Certificates of deposit issued 4,410,874 1,331,019 10,569 = - 5,752,462
BERETHERES Issued debt securities - 2,712,907 = = = 2,712,907
kiEfEK Subordinated notes - 2,555,901 - = 1,423,569 3,979,470
HiiRE kR Other accounts and accruals 1,466,427 1,526,749 58,342 337,252 110,316 3,499,086
SREEAT Total financial liabilities 83,836,131 26,380,487 5,780,958 15,007,263 9,297,844 140,302,683
BEERRLBRATE Net on-balance sheet positions (83,970) 12,762,404  (1,167,897) 1,057,051  (2,664,721) 9,902,867
BEEERIMRERRE" Off-balance sheet net notional

positions* 9,034,953  (11,306,151) = 152,725 2,353,137 234,664
EERIE Credit commitments 54,147,462 4,738,582 479,075 3,180,948 186,023 62,732,090
* BEABRIMNGEEZR FRETZANAKER * Off-balance sheet net notional positions represent the net notional

SNEZ B E R 2 INESRIITE T BRI B FRFHE © amounts of foreign currency derivative financial instruments which
are principally used to reduce the Group’s exposure to currency

movements.
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3.3.3 SMEE R (%)

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

£ Group BT e R ARE i =l
“E——#+-fA=1-H At 31 December 2011 HKD usD MOP RMB Others Total
BE Assets
Re REFTNER Cash and balances with banks 1,474,006 1,738,397 503,769 6,787,707 1,400,938 11,904,817
ERT—ZT-MAREIBNER  Placements with banks maturing

between one and twelve months 220,000 1,747,484 - 3,197,430 - 5,164,914
RIEEERRNES Trading securities 5,405,502 = = 674 - 5406,176
RENATEHEARE Financial assets designated

STABRNEHEE at fair value through profit or loss - 8,776 - - - 8,776

fTASRIA Derivative financial instruments 41,461 396,169 - 46,537 155,464 639,631
REEFREERE Advances and other accounts 65,766,747 15,753,612 2,838,893 4,001,889 3,399,019 91,760,160
EHERS Available-for-sale securities 5.636,717 10,437,797 485 547473 664,334 17,286,806
BERIEES Held-to-maturity securities - 5150997 1,649,729 6,126 1,365,135 8,171,987
CHEEAT Total financial assets 78544433 35233232 4992,876 14,587,836 6,984,800 140,343,267
B Liabilities
FIER Deposits from banks 104,116 1,909,060 10,004 360,313 1,010 2,384,503
fTASRIA Derivative financial instruments 5,759 1,193,967 - 34,017 307,810 1,541,553
FIEEERANERE Trading liabilities 3,045,202 - - - - 3045202
REEHR Deposits from customers 72,620,760 13,593,365 5645584 12,811,663 8,697,896 113,369,268
BRTNEE Certificates of deposit issued 3,149,791 - 14,276 - = 3,164,067
BEANERES Issued debt securities - 2,718,320 - = = 2,718,320
BERK Subordinated notes - 3697610 - - - 3,697,610
HifRE kR Other accounts and accruals 1,309,995 487,266 51,094 199,983 141,645 2,189,983
¢EEEA: Total financial liabilities 80,235,623 23,599,588 5720958 13,405,976 9,148,361 132,110,506
BEERBRLRETE Net on-balance sheet positions (1,691,190) 11,633,644 (728,0829) 1,181,860  (2,163471) 8,232,761
BEABRRINGREZFE" Off-balance sheet net notional

positions* 10,487,344 (12,046,525) - 145,690 1,580,370 166,879
EERE Credit commitments 48,608,138 5,138,177 628,114 2,231,465 170,853 56,776,747
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B s R Mt
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)
3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.4 Interest rate risk

The table below summarises the Group’s exposure to interest rate
risks. Included in the table are the Group’s financial assets and
liabilities at carrying amounts, categorised by the earlier of contractual
repricing or maturity dates.

ZEARL —ENE
=fEA E-f it
HUT Over Over RENE 8
&8 Group 3 months 3 months 1 year Over  Non-interest it
Z3-ZEfZA=1-H At 31 December 2012 or less to1 year to 5 years 5 years Bearing Total
BE Assets
BeRERINES Cash and balances with banks 12,497,233 - - - 976,017 13,473,250
S ET-RARIEBNER Placements with banks maturing
between one and twelve months 3,423,499 567,128 - - - 3,990,627

BEEERBIES Trading securities 693,090 4,700,030 384,812 19,810 - 5,797,742
KENATEZEEEY Financial assets designated

TAERNEHAE at fair value through profit or loss - - - - 23,525 23,505
fTEERIA Derivative financial instruments - - - - 643,246 643,246
BEETREMEE Advances and other accounts 75,634,291 7,680,768 9,754,947 487,741 3,751,349 97,300,096
HHERS Available-for-sale securities 851,542 1,383,436 15,341,744 4,006,511 337,201 21,920,524
FEIEES Held-to-maturity securities 3,246,936 1,930,135 1,870,469 - - 7,047,540
SREERH Total financial assets 96,346,591 16,261,497 21,351,972 4,514,062 5731,48 150,205,550
8f Liabilities
Rk Deposits from banks 2,325,523 314 - - 319,783 2,645,620
fTESRTA Derivative financial instruments - - - - 1,498,692 1,498,692
RIEEERRVER Trading liabilties 1,436,569 646,446 195,029 - - 2,078,044
ERHEH Deposits from customers 97,230,241 14,905,880 721,034 - 5073047 117,936,402
BEANERE Certificates of deposit issued 1,521,356 3,559,124 671,982 - - 5,752,462
BRINERES Issued debt securities 2,712,907 - - - - 2,712,907
RS Subordinated notes - - 1,934,029 2,045,441 - 3979470
Hi0iRE REsR Other accounts and accruals 346,259 - - - 3,152,827 3,499,086
SRERAT Total financial liabilities 105,572,855 19,111,764 3,528,074 2,045,441 10044549 140,302,683
NEgBEEAT (REHR) Total interest sensitivity gap (unadjusted)*  (9,226,264) (2,850,267) 23,823,898 2,468,621
NEfETAAN FE Effect of interest rate derivative contracts 3,705,070 3,358,526 (5,408,185) (1,620,921)
NESRERA (£%) Total interest sensitivity gap (adjusted)* (5,521,194) 508,259 18,415,713 847,700

* RERBENSEREENREEABRRANEEN
BENRAEEET - KHEFNSHBREEEFA
SRR R R @ T 1T A R OTE T A A KR

£ o

*

Unadjusted interest sensitivity gap is determined based on positions of
on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
takes into account the effect of interest rate derivative contracts entered
into to mitigate interest rate risk.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

ZEANE —FhE
=faA EE ERf
FUT Over Over it 0 AitE
£B Group 3 months 3 months 1 year QOver Non-interest =H
“E——F4-f=1-A At 31 December 2011 or less to 1 year to 5 years 5 years Bearing Total
BE Assets
RERERTHER Cash and balances with banks 11,106,878 - - - 797,989 11,904,817
ERT-E T EARBNER Placements with banks maturing
between one and twelve months 2,126,262 2,438,652 = = = 5,164,914

RIEEERROES Trading securities 1,948,736 3,186,148 249,666 21,626 - 5,406,176
EENATE2AHEE Financial assets designated

TABRHEREE at fair value through profit or loss - - - 665 8,111 8,776
fTEEMIA Derivative financial instruments - - - - 639,631 639,631
REERREMER Advances and other accounts 74,207,978 4,209,157 7984372 2,120,026 3238627 91,760,160
ARLERS Available-for-sale securities 777,839 602,350 12,266,199 3,290,285 350,133 17,286,806
RENEES Held-to-maturity securities 3,025,135 1,371,082 2,764,610 111,160 - 8,171,087
SREEAF Total financial assets 94,692,828 11,807,389 23,264,847 5,543,762 5,034,441 140,343,267
=l Liabilities
RiTHR Deposits from hanks 1,732,063 378,396 - - 274,044 2,384,503
fTESRIA Derivative financial instruments - - - - 1,541,553 1,541,553
REEERRVER Trading liabilities 1,975,365 969,257 100,580 - - 3,045,202
EPHH Deposits from customers 93,080,167 1,301,861 1,209,878 - 3777362 113,369,268
BRINEE Certificates of deposit issued 1,181,918 957,293 971,163 53,693 - 3,164,067
BEAREEES Issued debt securities 2,718,320 - - - - 2,718,320
KERH Subordinated notes - 1,170,815 - 2,526,795 - 3,697,610
HiRE kR Other accounts and accruals 326,841 - - - 1,863,142 2,189,983
SHREAT Total financial libilties 101014674 18,777,622 2,281,621 2,580,488 746,100 132,110,506
HE SR EEAG (KAL) Total interest sensitivity gap (unadjusted)* (6,321,846) (6970233 20,983,226 2,963,274
fIRfTETEAN 2 Effect of interest rate derivative contracts 931,816 6,140,694 (4,368,578 (2,705,862)
e g AR A (E52)" Total interest sensitivity gap (adjusted)" (5,390,030) (829,539) 16,614,648 257,412
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment
obligations associated with its financial liabilities when they fall due
and to replace funds when they are withdrawn. The consequence
may be the failure to meet obligations to repay depositors and fulfil
commitments to lend.

3.4.1 Liquidity risk management process

The Group manages its liquidity on a prudent basis with the objective
to ensure that there is adequate liquidity and funding capacity to meet
normal business operations and to withstand a prolonged period
of liquidity stress of not less than a month. During the period, the
Group had maintained a sufficiently high liquidity ratio well above the
statutory minimum of 25%.

Moreover, the Group has further enhanced the liquidity risk
management framework in accordance with the requirements set
forth in the Supervisory Policy Manual (“SPM”) LM-2 on “Sound
Systems and Controls for Liquidity Risk Management” issued by
the HKMA in April 2011. The SPM LM-2 is developed to implement
the liquidity sound principles formulated by the Basel Committee
on Banking Supervision (“Basel Committee”), in light of the lessons
learned from the financial crisis in 2007, to strengthen the liquidity risk
management standards of banks.

Liquidity risk management is governed by the policy and framework
approved by the Board, which delegates to the Group’s ALCO to
oversee liquidity risk management. The ALCO regularly reviews the
Group’s loan and deposit mix and changes, funding requirements
and projections, and monitors a set of liquidity risk metrics,
including the liquidity ratio and maturity mismatch on an ongoing
basis. Appropriate limits or triggers on these risk metrics are set
and sufficient liquid assets are held to ensure that the Group can
meet all short-term funding requirements. The Treasury Division is
responsible for the day-to-day management of funding and liquidity
position while the RMCD is responsible for the measurement and
monitoring of liquidity risk exposures on a daily and monthly basis,
and also conducting liquidity analysis and stress testing. The Financial
Control Division handles regulatory reporting in relation to liquidity
risk, and coordinates the regular forecast of loans and deposits, and
liquidity ratio, budget and analysis relating to liquidity and funding

management.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The Group’s funding comprises mainly deposits of customers,
certificates of deposit and medium term notes issued. The issuance
of certificates of deposit and medium term notes helps lengthen
the funding maturity and reduce the maturity mismatch. Short-term
interbank deposits are taken on a limited basis and the Group is a net
lender to the interbank market.

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons, including
the next day, week and month, which are key periods for liquidity
management. The starting point for those projections is an analysis
of the contractual maturity of the financial assets and liabilities as
well as the expected maturity of these assets and liabilities based
on historical observations. The cash flow projections also take into
account the historical behaviour of off-balance sheet items, including
undrawn lending commitments and contingent liabilities such as
standby letters of credit and guarantees. The Group performs stress
testing regularly, which includes an institution-specific crisis scenario,
a general market crisis scenario and a combination of these crisis
scenarios in order to assess the potential impact on its liquidity
position under stressed market conditions and has formulated a
contingency plan that sets out strategies for dealing with liquidity
problems and the procedures for making up cash flow deficits (e.g.
conducting repo transactions or liquidation of assets held for liquidity

risk management purpose) in emergency situations.
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(LAEEEFThz5I7R)

3. BKERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBELERMRE@m
34.2 2B HZ#H

3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis

TERAOMAEEIZRERREEHSHE AR The table below analyses the Group’s assets and liabilities into
HEREAERE (ER) ZRGEE EZEE K relevant maturity groupings based on the remaining period at the
afiE- end of the reporting period to the contractual maturity date or, where

applicable, the earliest callable date.

-fEARL ZRNL
B=@ANT E-£ -ENE
I5EE  -@AINT  3monthsor Over ik

&0 Group Repayable Upto  lesshut over 3months  Over1year EENE SIEAS &it
ZE-ZETZB=F-R  At31 December 2012 on demand 1 month 1 month to1 year to5years  Over5years Indefinite Total
BE Assets
ReRERANLR Cash and balances with banks 2,308,341 11,074,909 - - - - - 13,473,250
ERT-ET=EAR Placements with banks maturing

gl between ong and twelve months - - 3,423,499 567,128 - - - 3,990,627
RIEEERENES Trading securities - 39,498 650,443 4,604,042 393,749 19,810 = 5,797,742
BEMATENEEEEY  Financial assets designated

FTABRNSRAR at fair value through profitor loss - - - - - 23,525 - 23,525
fESMTA Derivative financial instruments - 83,569 40,789 41,205 178928 298,665 = 643,246
EEEFRAMES Advances and other accounts 7,162,694 7,115,825 9,130,555 14,516,083 30,108,315 27,309,216 1,366,408 97,309,096
THLERS Available-for-sale securities - 38,794 99,228 1,422,570 16,016,130 4,006,511 337,201 21,920,524
REIEES Held-to-maturity securities - 261,815 101,075 2,365,107 4,319,543 - - 7,047,540
BENTRE Investment in an associate - - - - - - 2,437,031 2,437,031
KR EERE Investments in jointly controlled entities - - - - - - 54,246 54,246
BE Goodwill - - - - - - 811,690 811,690
EVEE Intangible assets - - - - - - 69,320 69,320
EREMERAE Premises and other fixed assets - - - - - = 4,28240 4,228,240
EES Investment properties - - - - - - 772,513 12,513
MEfaEE Current income tax assets - - - 51 - - - 51
ERfasE Deferred income tax assets - - - - 7,259 = - 7,259
BEA Total assets 9,561,035 19,214,410 13,445,589 23,606,476 51,023,924 31,657,721 10,076,739 158,585,900
B Liabilties
ROER Deposits from banks 146,583 872,226 812,626 314 813,871 - - 2,645,620
fESRIA Derivative financial instruments - 33,765 29,003 39,611 1,114,010 282,303 - 1,498,692
RIEEEREHAE Trading liabilties - 18,500 1,418,069 646,446 195,029 = = 2,278,044
RPEH Deposits from customers 34,915,267 41,835,636 25,550,358 14,908,107 727,034 = - 117936402
BRANEHE Certificates of deposit issued - 253,929 13,363 4,813,188 671,982 = = 5,752,462
BEINERES Issued debt securities - - - 1,937,792 775,115 = = 2,712,907
[HEER Subordinated notes - - - - 510,460 3,469,010 - 3979470
AR A kR Other accounts and accruals 54,150 735,595 1,447,533 664,756 25,824 - 571,228 3,499,086
ERERE Curent income tax iabilfies - - - 111,840 - - - 111,840
EHEaR Deferred income tax liabities - - - - 259,028 - - 259,028
B&AH Total liabilities 35,116,000 43,749,651 29,210,952 23,122,054 5,092,353 3,751,313 571,228 140,673,551
ERAtEE Net liquidity gap (25,554,965 (24,535,241) (15,825,363) 484,422 45,931,571 27,906,414 9,505,511 17,912,349
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (continued)
3.4 REBESRE @ 3.4 Liquidity risk (Continued)

34.2 FFH (&) 3.4.2 Maturity analysis (Continued)

~BARE ZRANE
EREEEDYS E —&t

£H MEEE  —EAINT  Imonthsor Over 3ik:
“E—E{fST-B Growp Repayable Upto  lessbut over months  Over 1 year RENE a gl E
(EE5) At 31 December 2011 (Restated) on demand 1 month 1 month to 1 year to5years  Overdyears Indefinite Total
gE Assets
ReRERINES Cash and balances with banks 4,320,654 7,584,163 - - - - - 11,904,817
ok ey gt Placements vith banks maturing

HEnER between one and twelve months - - 2,726,265 2,438,649 - - - 5164914
BERERENER Trading securities - 76,991 1,868,905 3,186,146 262,508 21,626 - 5,406,176
HEMATENEEERY  Financiel assets designated

SABENLHEE at fair value through profitor loss - = s - s 8,776 - 8776
it eRIA Derivative financial instruments - 61,662 140,052 71,952 108,143 257,822 - 639,631
EBETREMER Advances and other accounts 6,815,706 7,348,245 8,352,439 11,024,250 28,512,978 28,323,173 1,123,369 91,760,160
IHHERR Available-for-sale securities - 124,281 135,123 602,349 12,784,633 3,290,286 350,134 17,286,806
BEHERS Held-to-maturity securities - 553,281 478,585 2,037,006 4,694,514 408,601 - 8,171,987
BENTRE Investment in an associate - - - - - - 1,961,365 1,961,365
AREHERRE Investments in jointly controlled entiies - - - - - - 68,650 68,650
g Goodwil - - - - - - 811,690 811,690
EVEE Intangible assets - - - - - - 73,883 73,683
EREMETEE Premises and other fixed assets - - - = - - 3,166,932 3166,932
REnE Investment properties - - - - - - 748,893 748,893
LS Current income tax assets - - - 4372 - - - 4372
ERfEEE Deferred income tax assets - - - - 50,069 - - 50,069
BEA Total assets 11,136,360 15,748,623 13,701,369 19,564,724 46,462,845 32,310,284 8,304,916 147,029,121
8F Liabilties
ROER Deposits from banks 14,495 1,076,582 477,923 815,503 - - - 2,384,503
fEERIA Derivative financial instruments - 31,997 42,055 20,917 1,285,521 160,863 - 1,541,553
BERERENER Trading liabilities - 1,500,975 474,389 969,267 100,581 - - 3,045,202
EPER Deposits from customers 27,125,634 Q457774 27,098,768 15,477,216 1,200,876 - - 113,369,268
BEIMEE Certificates of deposit issued - 537,200 489,736 1,112,275 971,163 53,693 - 3,164,067
BEANERES Issued debt securities - - - - 2,718,320 - - 2,718,320
fklERT Subordinated notes - - - 1,170,815 - 252,195 - 3,697,610
AfbiRE RER Other accounts and accruals 21,341 667,694 460,225 572,325 334,955 - 133,443 2,189,983
MEfERE Current income tax liabilities - - - 27,156 - - - 27,156
EthEak Deferred income tax liabiities - - - - 73,153 - - 73153
EEH Totalliabilties 27,161470 46,272,022 20043206 20,165,464 6,693,569 2,741,351 133443 132,210,815
it 5] Netliuidity gap (16025110 (30528599 (15341927 600740 39769276 20568938  BITLAT3 15018306
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose
and included in total assets as at the end of the reporting period,
the relevant balance, analysed based on the remaining period to

contractual maturity, is shown as follows:

—@ANL Z@ARE
EB=@AFUT E-f -0k

N5EE  -@RINT  3monthsor Over Eff
Repayable Upto  lesshut over 3months  Over1 year BENE EHHAS Ait
&8 Group on demand 1 month 1 month to1year to5years  Over5years Indefinite Total
Z2-ZEFZAST-B  At31 December 2012
FREesH Certficates of deposit held included in:
RS Available-for-sale securities = - - 5 - - - -
HEIEES Held-to-maturity securities - - - - 399,701 - - 399,701
- - - - 399,701 - - 399,701
ZE——FFZA=T-H  At31 December 2011
TRERaR Certificates of deposit held included in:
ftnERs Avalable-for-sale securities - - - 2,270 - - - 2270
REEES Held-to-maturity securities - - 6,126 - - - - 6,126
- - 6,126 24270 - - - 30,396

BERABEHRRRARERMNZZEOE LS
BEREE+IER - HRETHEBRZKESR
NEEMHIR R RER - FRTME - T2
REHERL N ER - THENFEMAERESR
Mges - B e mERRLR o

BERBENIHE RASENKAZSREE
SRR ENEN  RITGEEERDES NERAF
R EREBFAERMNEERAE -

REE—RIEPFE=7TSREEEHEZHD
REZ  BNERMNERERBERTATRIEAN
MBEEHFRELNAZENESER - IR RZEER
AERFHRLIEABAPRES - FARE
HEEZEEAENRKENSNESBRRVER
BRREEEFER -

The matching and controlled mismatching of the maturities and
interest rates of assets and liabilities are fundamental to the
management of the Group. It is unusual for banks to be completely
matched, as businesses transacted are often of uncertain term
and of different types. An unmatched position potentially enhances
profitability, but also increases the risk of losses.

The maturities of assets and liabilities and the ability to replace, at
an acceptable cost, interest-bearing liabilities as they mature are
important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of the
commitment because the Group does not generally expect the third
parties to fully draw funds under the agreement. The total outstanding
contractual amount of commitments to extend credit does not
necessarily represent future cash requirements, as many of these
commitments will expire or terminate without being funded.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual maturities

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that
will be settled on a net basis and derivative financial instruments that
will be settled on gross basis by remaining contractual maturities at
the end of the reporting period. The amounts disclosed in the table
are the contractual undiscounted cash flows, whereas the Group
manages the inherent liquidity risk based on expected undiscounted
cash inflows.

The Group’s derivatives that normally will be settled on a net basis
include:

o Foreign exchange derivatives: over-the-counter (OTC) currency
options, currency futures, exchange traded currency options;

o Interest rate derivatives: interest rate swaps, forward rate
agreements, OTC interest rate options, interest rate futures and
other interest rate contracts; and

o Equity derivatives: equity options.

The Group’s derivatives that will be settled on a gross basis include:

. Foreign exchange derivatives: currency forward, currency
swaps;
o Interest rate derivatives: interest rate swaps and cross currency

interest rate swaps; and
o Credit derivatives: credit default swaps.
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(Expressed in thousands of Hong Kong dollars)

(CAB¥EFThz5I7R)

3. WXEERERE @) 3.
3.4 REBESRES @
34.3 BEXFH A KRBERE T &)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
—fERNLE  =EANL
ZEART B-F —F0E
—fEAZUT  3Imonths or Over ZRE
&8 Group Upto less but over 3months  Over1 year AENE A3
“E-Z¥+ZA=t-H At 31 December 2012 1 month 1 month to 1 year to5years  Over5 years Total
FITETEREH Non-derivative cash flow
af Liabilities
BITER Deposits from banks 824,561 580,914 236,630 1,031,766 = 2,673,871
EPER Deposits from customers 76570,019 25222539 15909412 1,256,317 88,955 119,047,242
BIEEERBNEE Trading liabilities 18,500 1,419,154 648,239 193,257 - 2219150
BRTNEE Certificates of deposit issued 262,534 22,753 5,376,135 680,714 = 6,342,136
BRINERES Issued debt securities 11,468 - 1,971,003 780,744 - 2763215
REER Subordinated notes - 107,679 107,008 2,663,650 2,087,353 4,915,690
At Other liabilities 674,098 1,153,681 660,234 - - 2,488,013
AR Total liabilities
(B831HR) (contractual maturity dates) 78,361,180 28,506,720 24,908,661 6,606,448 2,126,308 140,509,317
(TETEARSR Derivative cash flow
REBREE/TESRTIA Derivative financial instruments
settled on net basis (8,064) (11,627) (68,315) (21,950) - (109,956)
RABEETESRTE Derivative financial instruments
settled on a gross basis
it 485 Total outflow 17,065,279 || 17,758,005 || 27,680,324 4,769,121 590,736 || 67,863,465
MAEE Total inflow (17,096,083) | | (17,743,823) || (27,438,906) || (3,886,775) (523,470) || (66,689,057)
(30,804) 14,182 241,418 882,346 67,266 1,174,408
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3. WXEERERE @)
3.4 REBESRE @

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

34.3 BEHNPIEH 2 KB BEEZ 7 (&) 3.4.3 Undiscounted cash flows by contractual maturities

(Continued)

—fEANER  =ZEANME
=EAZUT E-F —FE

—ERSUT 3 months or Over ZRE

£H Group Upto less but over 3months  Over 1 year AFENE A
“F—F+-f=1-H At 31 December 2011 1 month 1 month tolyear  to5years Over5years Total
HTETARSR Non-derivative cash flow
BfE Liabilities
BITER Deposits from banks 994,421 589,544 833,409 3212 - 2,420,586
ZFEH Deposits from customers 70,305,297 27275503 15,728,174 1,269,128 - 114,578,102
RBEEERENER Trading liabilities 1,501,000 474,918 970,249 100,453 - 3,046,620
BETNENE Certificates of deposit issued 649,156 750,527 982,873 998,727 51,765 3,433,048
BETNERES Issued debt securities 12,008 - 34,127 2,770,030 - 2,816,165
&R Subordinated notes - 106,454 1,267,954 578559 2599287 4,552,254
At af Other liabilities 559,263 191,788 290,898 314,311 - 1,356,260
BEAE Total liabilities

(B#EIHA) (contractual maturity dates) 74,021,145 29,388,734 20,107,684 6,034,420 2,651,052 132,203,035
TETARER Derivative cash flow

REREE L ERTA

RERREZTESRIR

Derivative financial instruments

settled on net basis 37,958 (32,267 9,791 71,008 2,644 89,134
Derivative financial instruments

settled on a gross basis

ikt Total outflow 19,358,838 13,691,101 9,497,697 2,389,077 569,454 45,506,167
MABE Total inflow (19,371,677) || (13,823,511) (9,336,362) (1,410,923) (546,199) || (44,488,672)
(12,839) (132,410) 161,335 978,154 23,255 1,017,495
ARANAENAEABEREAERREREERAEZE Assets available to meet all of the liabilities and to cover outstanding
ERERe  EHRRFETHNES  EWEZIEER loan commitments include cash, central bank balances, items in
FEEES  RITERRBT IRFERLR the course of collection and treasury bills; loans and advances to
Ko EABEEHR - BHRENERAEAR—ER banks; and loans and advances to customers. In the normal course
NEZEPENRKSER - Iti) - BEHEHKEH of business, a proportion of customer loans contractually repayable
BEFEHEFBARERAS - AEBWLAHEB within one year will be extended. In addition, debt securities and
HEZBAFMBBEINESRE (Hl : @EMS) treasury bills have been pledged to secure liabilities. The Group
AFERTZR B E S5 - would also be able to meet unexpected net cash outflows by selling

securities and accessing additional funding sources such as asset-
backed markets.
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. WXEERERE @) 3.
3.4 REBESRE @
344 BEBEZIIES

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items

TREIEATIER : Included in the table below are the following items:

. EEREERETREFEEREMRK 2B HE . Loan commitments by reference to the dates of the contractual
EREEAEBEEAGBERIECMTAY amounts of the Group’s off-balance sheet financial instruments
BHAREHE) that commit it to extend credit to customers and other facilities;

. RERABBERIEN NS 2 i’ o Financial guarantees based on the conditions existing at the
12 reporting date as to what contractual payments are required;

. REBE AHAM A Z T o] BUE K & FH 4 & o The future minimum lease payments under non-cancellable

RARKBXNZ RERENKERE : &

operating leases in respect of operating lease commitments
where a Group company is the lessee; and

o BEREENRME 2 EAERIE - J Capital commitments for the acquisition of buildings and
equipment.
—F UK —FL% AFNUE
£ Group No later ERE Over &5t
—EB-—f+ZA=t—H At 31 December 2012 than 1 year 1-5 years 5 years Total
BRI Loan commitments 54,319,767 5,654,776 12,669 59,987,212
iR ALK Guarantees, acceptances
HA & FARTS and other financial facilities
— - Acceptances 1,024,085 - - 1,024,085
—ERRERERL - Guarantees and standby
letters of credit 356,464 545,879 83,217 985,560
—REREEER - Documentary and commercial
letters of credit 735,233 - - 735,233
RN Forward forward deposits placed - - = =
RS KA Operating lease commitments 144,870 253,485 58,161 456,516
BARAENE Capital commitments 196,496 = = 196,496
Gl Total 56,776,915 6,454,140 154,047 63,385,102
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. WXEERERE @) 3.
3.4 REBESRE @
344 BEEEEXSIEE (&)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

—FAR —E R RELAE
B Group No later ERE Over BT
—ET——%+-A=+—H At 31 December 2011 than 1 year 1-5 years 5 years Total
B e Loan commitments 51,030,689 3,239,398 9,871 54,279,958
BR ALK Guarantees, acceptances
H A & BARTS and other financial facilities
—HH - Acceptances 34,954 - - 34,954
— R & ERERE - Guarantees and standby
letters of credit 314,365 312,018 83,217 709,600
—IRE REEERL - Documentary and commercial
letters of credit 1,746,475 = = 1,746,475
EHFER Forward forward deposits placed 5,760 — — 5,760
1 E TR A A Operating lease commitments 111,119 130,749 78,946 320,814
BN Capital commitments 218,446 = = 218,446
At Total 53,461,808 3,682,165 172,034 57,316,007

35 TRMEEREEBZAYE
(F) AFEZET (@)

3.5 Fair values of financial assets and liabilities
Determination of fair value

RFEXRREAHEESRAERRAEE
BEENMGEESRESRF CEHE
R-EXERRMERREARZESE

Fair values are subject to a control framework that the Board is
held responsible for ensuring proper valuation governance and
controls processes of the Group. It delegates the responsibility

AR T EEER AR | — T a4 I

BEeRMTAZAERRF - AEARRER
N ES YRR T - (A EARTIEH]
B BRAVEEBREZTEMY -

SRMIAZATENERNTSERTH
BERERHBARTZAFRSTRE
A RS TS B AT 2 R T
B AR TR A5
i -

RERTHSANEEZERTA  HATE
ZEETIENABR 2 TSME o

for overseeing the valuation process for financial instruments
to the TIRC. Valuation is performed independently by RMCD
and the valuation results are periodically verified to ensure the
integrity of the fair value measurement process.

The fair value of financial instruments is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement
date under current market conditions regardless of whether
that price is directly observable or estimated using a valuation
technique.

The fair value of financial instruments traded in active markets is
based on observable market quotations.
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)
35 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

(F) RNFEZETE) (a)  Determination of fair value (Continued)

ReMITAZREEKATHHZSM
RHE BEA TEER EERBR
EERBEM  RIRRIERARTIZRE
ZEMTR -RNERMSEZHRER/RRTE
RHERAISFECER  YARAESEE
A-fMemMEEXERABEEAERE
HE AEERRBEEZETELSFE
T REERKR D FEZ B °

WMemTAZ AIBRMISREREEEE
5 AEEFAGERERZRN ZHE
HAEHZESRIAZ ATFE  BER
BERERZEAEEERT - RERZSE
CMIEAZHEREN AEEERAR
AR B REE (Bl Fx - E
X OREE - EEEE)  MESLRERE
AR B REE - FIXEREH 2 AFE
BRI ARRB @R ZIRETE - =HI
(S 42 AFE—RARKRRITRAERST
B mEMITETAAREGEZ EEER
TE{B » 40 Black-Scholes HifE E EEAL o

AEBEEAIMERELERFEERRE
= UBEETERBEREEEARFE
AEZEMABEZRE - WAKBEZEER
BEER  BEZEETR  ARESE
RRFRBEZNE - WAKBEZEERE
e aEZEELT  AEESRERNE
HRERRIEIE -

WERE  ARFEREFZEBRIRELS
BEWFABRRHBRTIER  HPLHE
HBREREMNTSERIFN -

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency. A quoted price in an active market provides
the most reliable evidence of fair value and shall be used
whenever available. If a financial asset or a financial liability has
a bid price and an ask price, the price within the bid-ask spread
that is most representative of fair value in the circumstances is
used by the Group.

Where observable market quotation of financial instruments is
not directly available, the Group estimates the fair value of such
financial instruments by using appropriate valuation techniques
that are widely recognised including present value techniques
and standard option pricing models. In applying valuation
techniques for these financial instruments, the Group maximizes
the use of relevant observable inputs (for examples, interest
rates, FX rates, volatilities, credit spreads) and minimizes the
use of unobservable inputs. The fair value of interest-rate swaps
is calculated as the present value of the estimated future cash
flows. The fair value of foreign exchange forward contracts is
generally based on current forward rates while other derivatives
are valued using appropriate pricing models, such as Black-
Scholes option pricing model.

The Group uses external price quotes and its own credit
risk spreads in determining the current value of its derivative
liabilities and other liabilities for which it has elected the fair
value option. When the Group’s credit spreads widen, the Group
recognises a gain on these liabilities because the value of the
liabilities has decreased. When the Group’s credit spreads
narrow, the Group recognises a loss on these liabilities because
the value of the liabilities has increased.

Price data and parameters used in the measurement process
are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.
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3. WXEERERE @)
35 SREEREBBEZATEM
(Z) NFlEER

REEFEATIRBRESE AT EF A
REFABRI2BEEUVEXFEAT
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RR AR

1 HEREEHABERERMSHZHRE
(REHE) - NEFNBERRZ M
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BEs  ARRRZMEBEZITET
B fImHsE -
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(Expressed in thousands of Hong Kong dollars)

3.
3.5

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(b)  Fair value hierarchy

The Group measures fair values using the following
hierarchy that reflects the significance of the observable and
unobservable inputs used in the fair value measurement:

Level Descriptions

1 Quoted prices (unadjusted) in active markets for
identical assets or liabilities. This level includes equity
and debt securities that are listed on exchanges or
regularly quoted in the market, and exchange traded
derivatives like futures.

2 Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices). This level includes the majority of the
over-the-counter derivative contracts.

3 Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This
level includes equity and debt securities with significant
unobservable components.
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)
35 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

(Z) AFERBXE) (b)  Fair value hierarchy (Continued)

BATEAEZEERERE

Assets and liabilities measured at fair value:

] Group E1R EOR 3R =5
—E-——%+=-B=t-H At 31 Dec 2012 Level 1 Level 2 Level 3 Total
AA Descriptions
AR FEFERE Financial assets at fair value
HEABRNEREE through profit or loss
HEBERR Held for trading
EHE Debt securities - 5,797,742 - 5,797,742
BEALTFEFEAHE Designated at fair value
BE) AER through profit or loss
ERES Debt securities - 23,525 = 23,525
TESRMIA Derivative financial instruments
HEBERR Held for trading - 213,497 - 213,497
A BEL Held for hedging - 429,749 = 429,749
AN E s SREE Available-for-sale financial assets
B ES Debt securities - 21,583,231 3,828 21,587,059
B ES Equity securities 145,635 112,726 75,104 333,465
BATEFEZBEST Total assets measured at fair value 145,635 28,160,470 78,932 28,385,037
NATFEFEREE Financial liabilities at fair value
TABRNEREE through profit or loss
RIEEERZ Held for trading - 2,278,044 = 2,278,044
EEALFEFEAE Designated at fair value through
BE) AER profit or loss = = = =
TESRIA Derivative financial instruments
HEBEERAS Held for trading - 241,828 = 241,828
BEREL Held for hedging - 1,256,864 = 1,256,864
BATEFECBEST Total liabilities measured at fair value - 3,776,736 - 3,776,736

RERFIGHEEZERMEERIFLME
aEEFREFRE -  BRERQFETEE
A SEMET E - MBS REERKANET

N cannot be reliably measured.

Financial assets classified as Level 3 assets represent
investments in unlisted equity securities and debentures. They
are stated at cost as the fair value of these financial assets

HE-_T——F+-A=+—HBRZ=ZE
—F+-A=+—HILFE HESH
BERBEEBASIEEATEBRANES
&R REEZEB BINEEH R H

e

For the year ended 31 December 2012 and 31 December 2011,
there were no transfers of financial assets and liabilities into or
out of the Level 3 fair value hierarchy. The changes in carrying
value represent the exchange revaluation gains/losses.
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(Expressed in thousands of Hong Kong dollars)

150

3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (Continued)
35 2RMEEREBZAFE @M 3.5 Fair values of financial assets and liabilities (Continued)
(Z) AFERBXE) (b)  Fair value hierarchy (Continued)
3] Group F1R F28/ ERE A%
—Z—%+=ZRA=+—H At 31 Dec 2011 Level 1 Level 2 Level 3 Total
AA Descriptions
UNAFEAERR Financial assets at fair value
SEABRNEREE through profit or loss
HEBERR Held for trading
BES Debt securities - 5,406,176 - 5,406,176
EEAATFEFEAHE Designated at fair value
2E) AR through profit or loss
BEREHR Debt securities = 8,776 = 8,776
PTEERIA Derivative financial instruments
HEBERR Held for trading - 273,018 - 273,018
B R+ Held for hedging - 366,613 - 366,613
ARHEZeREE Available-for-sale financial assets
B &S Debt securities - 16,936,671 4,078 16,940,749
EmtES Equity securities 195,171 75,659 75,227 346,057
BATEFECEEST Total assets measured at fair value 195,171 23,066,913 79,305 23,341,389
NATFEAEREE Financial liabilities at fair value
FAERNERERE through profit or loss
HEBERR Held for trading - 3,045,202 - 3,045,202
EEAATFEFEAE Designated at fair value through
2t A\ Ba profit or loss - 1,170,815 - 1,170,815
PTEERIA Derivative financial instruments
HEBERR Held for trading - 203,637 - 203,637
B R+ Held for hedging - 1,337,916 - 1,337,916
RATEEZAEART Total liabilities measured at fair value - 5,757,570 - 5,757,570
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

3. WXEERERE @) 3. FINANCIAL RISK MANAGEMENT (continued)
35 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

Financial instruments not measured at fair value

(A) AL FlEGTEZEHMTA ()

TEREAZERAEBRBARNKARINA
RNFHEIRZEBMEERBBE ZREEM
NFE - ERBEMEENE - ELFE
THiR B (@) 78 55 B DA 8 B 77 355 A1) 2 Bl
RERZEMTARRANOENRDR
miEst SR ERHFME - BHIHERNL

The table below summarises the carrying amounts and fair
values of those financial assets and liabilities not presented
in the Group’s statement of financial position at their fair
value. For disclosure purposes, these fair values have been
estimated by discounting the future contractual cash flows at
the current market interest rate that is available to the Group

WBEE ° for similar financial instruments, if applicable, or in the case of
investment securities, determined based on market prices or
price quotations.

BREE AVE
Carrying value Fair value
- —T——% C—E--& —T——F
£E Group 2012 2011 2012 2011
SREE Financial assets
B RERITHEH Cash and balances with banks 13,473,250 11,904,817 13,473,109 11,906,714
ERIT—ZE+EAX Placements with banks maturing
B EmER between one and twelve months 3,990,627 5,164,914 3,993,829 5,178,743
REER Advances to customers
AAER Loans to individuals
—EAKR - Credit cards 4,425,525 4,261,547 4,426,032 4,262,025
—RIBEN - Mortgages 23,749,843 23,017,708 23,749,762 23,017,369
— At - Others 5,422,866 4,338,395 5,391,286 4,325,076
EER Loans to corporate entities
—BHEN - Term loans 24,257,026 22,231,984  24,245669 22,229,930
—ZBER - Mortgages 11,866,854 11,132,055 11,867,031 11,131,636
—E5RE - Trade finance 5,360,541 5,223,525 5,358,190 5,223,594
—Hft - Others 11,090,926 10,662,014 11,085,702 10,539,857
BHERE Trade bills 4,329,872 1,559,061 4,387,616 1,566,410
BEEERRER Investments in securities
FIBBERI BHIRE included in the loans and
receivables category 3,402,239 6,899,300 2,998,742 5,819,503
BEIHES Held-to-maturity securities 7,047,540 8,171,987 7,043,371 7,803,296
SRERE Financial liabilities
RITER Deposits from banks 2,645,620 2,384,503 2,644,960 2,385,887
EYSVES S Deposits from customers 117,936,402 113,369,268 117,958,124 113,457,353
BEITHERE Certificates of deposit issued 5,752,462 3,164,067 5,759,413 3,160,814
BRITNEBES Issued debt securities 2,712,907 2,718,320 2,732,129 2,637,460
& (EER Subordinated notes 3,979,470 2,526,795 3,957,519 2,243,590
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(LABEEF Tz dR) (Expressed in thousands of Hong Kong dollars)

3. HMKEERERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)

3.5 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

() RIZERFEGEZ 2/ TAE) (c)  Financial instruments not measured at fair value (Continued)
iy ERITHERMBITER (i)  Placements with and advances to banks
ERITHZE B ERNBRERZ AT The fair value of floating rate placements and overnight
BENEEEE - BEMEFRZATF deposits is their carrying amount. The estimated fair value
BENREN B REEERRE REHA of fixed interest bearing deposits is based on discounted
TR 2 B E B E B H IS F R cash flows using prevailing money-market interest rates
STE 2 BETRARIR ST o for debts with similar credit risk and remaining maturity.
iy BPFEZRERF  NBZFEE (i)  Loans and advances to customers, and trade bills
BERRERRBESHER ZEATE The estimated fair value of loans and advances and trade
fefEET AR R g e U o HY3R &R 2 BE 3R bills represents the discounted amount of estimated future
858 - IR SRR ITM ISR A, cash flows expected to be received. Expected cash flows
RAEEATE - are discounted at current market rates to determine fair
value.

(i) BHIE (i) Investment securities
ERREDSBEEERLERK Investment securities include interest-bearing assets
IH - REEEEER R BEE - included in the loans and receivables, and held-to-
ZHHEEMER R ERGIE 2 AT maturity categories. Fair value of held-to-maturity assets
BEERIETSER SRS RSk and loans and receivables is based on market prices or
B MARBHZFER  AFEZFE broker/dealer price quotations. Where this information is
TIRAKEEREE « BHE Rk not available, fair value is estimated using quoted market
ERMNESTISZ®RE - prices for securities with similar credit, maturity and yield

characteristics.

(ivy SRITER - BPEEXR - BT (iv) Deposits and balances from banks, deposits from
BWFEREREMEAZS customers, certificates of deposit issued and other

borrowed funds

EERAREE 2 FER - BETHNETRR The estimated fair value of deposits with no stated
oo HATFEARRBAEZEHEE - & maturity, which includes non-interest bearing deposits,
BERMSRECEERNEFRRE is the amount repayable on demand. The estimated
B ERAFENIBEFEAN AR fair value of fixed interest-bearing deposits and other
B2 50 B FIsphE i 2 FrE B Rt & borrowings not quoted in an active market is based on
ZARRB e RMmEE o discounted cash flows using interest rates for new debts

with similar remaining maturity.
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(LABEEF Tz dR) (Expressed in thousands of Hong Kong dollars)

3. HMKEERERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)

3.5 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

(A) KER-FEGTEC T A ) (c)  Financial instruments not measured at fair value (Continued)
(v) EBBTHNEBESBEEET (v Debt securities in issue including subordinated
Bz EER notes issued

HAREMEMECESME + BIERA For those notes where quoted market prices are not
HEE D E B R 2 B el thir available, the present value technique is used based on
ZBREFERMGFTAFE - current yield curve appropriate for the remaining term to

maturity to estimate fair value.

3.6 EXRER 3.6 Capital management
AEEEBRERZBRER The Group’s objectives when managing capital are:
. BANEBMIEELEN TS ZRITEE o To comply with the capital requirements set by the banking
BRBEFTRECERRE regulators in the markets where the entities within the Group
operate;
. REAEBFHELRER 2T . To safeguard the Group’s ability to continue its business as a
going concern;
. 7 AR B 5 R ) 1B R RN 7 A EL At ) 25 4 . To maximise returns to shareholders and optimise the benefits
EREMZE & to other stakeholders; and
. HIFIR R EANEWR AT EBEE - . To maintain a strong capital base to support the development of
its business.
AEBEREETHEALZEEREZE S LA Capital adequacy of and the use of regulatory capital by the Group’s
EREERMNITIEEEREEsl 2% BiES Hong Kong banking subsidiaries are monitored regularly by the
B2 BEBBRITHNBRARIZEARATRERETEAR Group’s management, employing techniques based on the guidelines
ZER BEZ=ERNEEERRRE@HETEN developed by the Basel Committee, as implemented by the HKMA, for
A} o supervisory purposes. The required information is filed with the HKMA

on a quarterly basis.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.6 Capital management (Continued)

The HKMA requires DSB to maintain a ratio of total regulatory capital
to the risk-weighted amount (i.e. the capital adequacy ratio) at or
above the internationally agreed minimum of 8%. DSB’s regulatory
capital as managed by the Group’s management is divided into two
tiers:

. Core capital: share capital, profit and loss, and reserves created
by appropriations of retained earnings. The book value of
goodwill and other intangible assets is deducted in arriving at
core capital; and

° Supplementary capital: qualifying perpetual and term subordinated
debts, collectively assessed impairment allowances, regulatory
reserve, and fair value gains arising on revaluation of holdings
of land and buildings and available-for-sale equities and debt
securities.

Investment in subsidiaries, significant investments in non-subsidiary
companies and shares, exposures to connected companies and
investments in other banks’ equity are deducted from core capital and
supplementary capital to arrive at the regulatory capital.

Risk-weighted amount is the aggregate of the risk-weighted amounts
for credit risk, market risk and operational risk, and covers both on-
balance sheet and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the nature of each
exposure and risk-weighted based on the credit assessment rating
assigned by an external credit assessment institution recognised by
the HKMA or other rules as set out in the Banking (Capital) Rules,
taking into account the capital effects of credit risk mitigation.
Off-balance sheet exposures are converted into credit-equivalent
amounts by applying relevant credit conversion factors to each
exposure, before being classified and risk-weighted as if they were
on-balance sheet exposures.
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3. HKERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.6 BEXREE#) 3.6 Capital management (Continued)
AREBEEEEBERRREMeREER (RS Capital adequacy of and the use of regulatory capital by the Group’s
B ERRBTEEESELZES ([RHEE Macau banking subsidiary, BCM, and banking subsidiary in China,
T ) REERRENNESI 2L BEEEE 2 DSB China, are monitored regularly by the Group’s management,
SRPIR B SR T RIS SR 1T K p B B SR 1T KT employing techniques based on the guidelines provided by the
RIT(PE) 2BEATEENETEERNZER - Autoridade Monetaria de Macau (“AMCM?”) and the China Banking
Regulatory Commission (“CBRC”) respectively for supervisory
purposes.
RPIRERIRTT RAFIRT (P E) 2 RIREFM & The required information is filed by BCM with the AMCM and by
B BRESRETEE2RMEELL - BSE DSB China with the CBRC on a quarterly basis. The AMCM requires
RTERFAERITUARTRIRE SR TEATE BCM and the CBRC requires DSB China to maintain a ratio of own
7(HRE) B REEFEE B ERNERER L N funds or capital base to total risk-weighted exposures (i.e. the capital
[B\fe 4258 2 b 3R (BN & AR 78 B b 3R ) MERUEE R adequacy ratio) not lower than the agreed regulatory minimum of 8%.
A 2 FHARKF 8% o
AREBEETIERITHB AT INE B R E b B E # Certain non-banking subsidiaries of the Group are also subject to
B BAERHEEEEREES) 2EAER statutory capital requirements from other regulatory authorities, such
AIRFE o as the Securities and Futures Commission.
3.7 ZIEEK 3.7 Fiduciary activities
AEERETEA » XA CEXEE - -REE The Group provides custody, trustee, wealth management and
BRBARGETE=E B FERANEERTE advisory services to third parties, which involve the Group making
ZERMTEEEIREREZ AT - WENZES allocation and purchase and sale decisions in relation to a variety
MEEZEE  WTHIARNERZBEHREK o )t of financial instruments. Those assets that are held in a fiduciary
ERRIGA] S| AN EBWIEREREIE 2R © capacity are not included in the Group’s financial statements. These

services could give rise to the risk that the Group could be accused of
mal-administration.
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(Expressed in thousands of Hong Kong dollars)

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances. Changes in estimates and assumptions may
have a significant impact on the results of the Group in the periods
when changes are made. The application and selection of different
estimates and assumptions, and their subsequent changes, could
affect the Group’s profit and net asset value in the future. The Group,
based on its high-level assessment of the sensitivity impacts on the
reported assets and liabilities of the Group arising from the changes
in critical accounting estimates and assumptions, believes that the
estimates and assumptions adopted are appropriate and reasonable,
and the financial results and positions presented in the Group’s
financial statements are fair and reasonable in all material respects.

(@) Impairment allowances on loans and advances

The Group reviews its loan portfolios to assess impairment at
least on a quarterly basis. In determining whether an impairment
loss should be recorded in the income statement, the Group
makes judgements as to whether there is any observable data
indicating that there is a measurable decrease in the estimated
future cash flows from a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio.
This evidence may include observable data indicating that
there has been an adverse change in the payment status of
borrowers in a group, or economic conditions that correlate with
defaults on assets in the Group. Management uses estimates
based on historical loss experience for assets with credit risk
characteristics and objective evidence of impairment similar to
those in the portfolio when estimating its future cash flows of
recoverable amounts. The methodology and assumptions used
for estimating both the amount and timing of future cash flows
are reviewed regularly to reduce any differences between loss
estimates and actual loss experience.



(CABEEFThzgI7R)

4. ERAESHHBERZEESHMGEMNR
¥ @)

41 EESFEFRER @

(Z2) 2@ TAZTFE

AEBEZE R FEIIRZEBESFRERE
DREBERAHAZMSRETE - AR =F
ENFZRREBERSIBERTSEE
FE AEERBITSORBUETRER
RUFBF MBS REZEREERN - N&E
BERAZEHE SRR EREFGBEE
B REBEEZ2ZH - R ATBREDZH
B Mz RX5E - REFRZA{EHEM
=4 - RAREREFER G

() BERELEEZ

REBEHT  BUREIABERELE
EX EREERARNEREERKRAESL
Wiz RR<ERES  BREEEE
EZARARWRBERE  AETHRER
AISNBEAREMTEURE  $HUILE
EZREEEFLFHE  MEXLER
T EREERBERATNDZ S HEEK
HIREEEAE  RIAHERZEENRIE

4.2 ERAKESTERRZEXRHE

(F) REYEEEHYRZ 2T

AEBETEEMERENERINERED
ENER - EIEHABHEER - AKEA
ERZMERDENZAREMFEME
EBHTRERSRE - FEBRWEM
RH{CZASRETERENELS - TH
EEESHEEREAEMEEMEL -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

4.

4.1

4.2

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (continued)

Critical accounting estimates and assumptions
(Continued)

(b)  Fair value of financial instruments

A majority of the Group’s investments in debt securities carried
at fair value are valued based on observable market quotations.
As a consequence of the difficulties in financial markets caused
by the 2008 global financial crisis, the Group had witnessed
observable declines in market liquidity and the range of market
quotations for certain securities have widened. The Group
applies judgement in selecting the most appropriate quotation
for valuation purposes based on its assessment of the range
of observable quotations, recent observable transactions, the
reliability and quality of the pricing source, and the value of
securities of a similar nature.

(c)  Goodwill and intangible asset valuation

For business combinations, subsequent to initial recognition
of goodwill and intangible assets, any major change in the
assumptions in relation to future benefits to be generated from
the intangible assets, including future cash flow of benefits
to be generated from the acquired entities, or discount rates
which could be caused by major changes in market conditions
and outlook, could result in adjustments to the carrying values
of such assets. In the event that the expected recoverable
amounts of goodwill and intangible assets are significantly lower
than their carrying values, impairment of such assets would
have to be recognised.

Critical judgements in applying the Group’s accounting
policies

(@) Distinction between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an
investment property. In making its judgement, the Group
considers whether the property generates cash flows largely
independently of the other assets held by an entity. Owner-
occupied properties generate cash flows that are attributable
not only to property but also to other assets used in the
production or supply process.
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(Expressed in thousands of Hong Kong dollars)

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (continued)

Critical judgements in applying the Group’s accounting
policies (Continued)

(@) Distinction between investment properties and owner-
occupied properties (Continued)

Some properties comprise a portion that is held to earn rentals
or for capital appreciation and another portion that is held to
supply services or for administrative purposes. If these portions
can be sold separately (or leased out separately under a finance
lease), the Group accounts for the portions separately. If the
portions cannot be sold separately, the property is accounted
for as investment property only if an insignificant portion is held
to supply services or for administrative purposes. Judgement
is applied in determining whether ancillary services are so
significant that a property does not qualify as investment
property. The Group considers each property separately in
making its judgement.

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories

The Group has conducted assessment of its available-for-sale
equity securities, and investments in debt securities included
in the available-for-sale (“AFS”), held-to-maturity (“HTM”)
and loans and receivables (“LNR”) categories as of the end
of the year and up to the date of the approval of the financial
statements of the Group. Assessment for any impairment, on
individual and collective basis, is made with reference to the
financial strength and credit rating of each issuer, industry
development and market conditions, and historical loss
experience of a portfolio of similar credits provided by rating
agencies. Apart from the LNR debt securities having been
assessed as impaired, the Group has concluded that there are
no objective or specific indications that any of its AFS, HTM and
LNR securities is individually impaired.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

4.

4.2

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (continued)

Critical judgements in applying the Group’s accounting
policies (Continued)

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories (Continued)

Given the continuing uncertain conditions in global credit
markets, the Group has conducted an assessment of its debt
securities on a collective basis. Based on its judgement, the
Group identified certain information indicating a possible
decrease in the estimated future cash flows from a certain
group of debt securities, even though the decrease cannot
yet be identified with an individual debt security. The
judgement formed by the Group takes into account the
nature of the securities held and its evaluation of the impact
of market volatility, changes in credit conditions and market
developments on the recoverable amounts. Based on its
evaluation, a collective impairment allowance had been
recognised for a group of debt securities at the end of 2011,
and such a collective impairment allowance continued to be
maintained as of the end of 2012.

(c)  Held-to-maturity securities

The Group follows the guidance of HKAS 39 on classifying
non-derivative financial assets with fixed or determinable
payments and fixed maturity as held-to-maturity. This
classification requires significant judgement. In making this
judgement, the Group evaluates its intention and ability to
hold such investments to maturity. If the Group fails to keep
these investments to maturity other than for the specific
circumstances — for example, selling an insignificant amount
close to maturity-it will be required to reclassify the entire
class as available-for-sale. The investments would therefore be
measured at fair value, not amortised cost.
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(Expressed in thousands of Hong Kong dollars)

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (continued)

4.2 Critical judgements in applying the Group’s accounting
policies (Continued)

(d)  Assessment of claims and contingencies

Judgement is needed to determine if provision for
compensation to certain customers who had bought structured
investments distributed (but not originated or arranged) by the
Group need to be recorded in accordance with the requirements
of HKAS 37 “Provisions, Contingent Liabilities and Contingent
Assets”. In making this judgement, the Group evaluates the
information relating to each or similar cases, and the likelihood
and estimated amount of outflow of resources which may be
incurred to settle the obligation after considering factors such as

recent settlement experiences and advice from legal counsel.

5. OPERATING SEGMENT REPORTING

Segment reporting by the Group was prepared in accordance
with HKFRS 8 “Operating Segments”. Information reported to the
chief operating decision makers, including the Chief Executive and
other Executive Committee members, for the purposes of resource
allocation and performance assessment, is determined on the basis
of personal banking, commercial banking, treasury and overseas
banking business. Operating performances are analysed by business
activities for local banking business, and on business entity basis for
overseas banking business.

Considering the customer groups, products and services of local
businesses, the economic environment, and regulations, the Group
splits the operating segments of the Group into the following
reportable segments:

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

services.
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(Expressed in thousands of Hong Kong dollars)

5. OPERATING SEGMENT REPORTING (Continued)

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

o Treasury activities are mainly the provision of foreign exchange
services and centralised cash management for deposit taking
and lending, interest rate risk management, management of

investment in securities and the overall funding of the Group.

° Overseas banking businesses include personal banking,
commercial banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a

commercial bank in China.

° Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding
operation and funding resources are allocated to segments by way
of transfer pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income
or expenses are eliminated on consolidation. Starting from 2012,
only segment’s net interest income is disclosed, as this is the basis
of reviewing business segment performance by the Group’s chief
operating decision makers. Certain comparative amounts have been
revised to conform with the current year’s presentation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions
are grouped under Others as unallocated corporate expenses.
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5. OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2012

EART BT BMRT %R

Personal  Commercial BEEKE  Overseas £ft Inter- b

Banking Banking Treasury Banking Others segment Total
EFHERA/ (Xi) Net interest income/(expenses) 983,375 794,491 305,964 392,840 (272,277) - 2204393
EHBMA/ (2 Non-interest income/(expenses) 313,599 156,803 208,250 78,204 31,716 (32,315) 756,277
BERA/ (%) Total operating income/(expenses) 1,296,974 951,294 514,214 471,064 (240,561) (32,315 2,960,670
BE(L)/ A Operating (expenses)/income (1,009,200 (300,075  (135839)  (365,492) (55,072) 32315 (1,833,369
TRAEERR Operating proft/(oss) before
2EE7/(BR) impairment losses 287,774 651,219 378,375 105,572 (295,633) - 1127307
ERREBRREMEE Loan impairment losses and other credit
Bib (%) /0% provisions (charged)/written back (118,800) 57,880 (61,966) (20,857) 62 - (143,681)
TRFESRR 2284 /(B18)  Operating profit/loss) after impaiment losses 168,974 709,099 316,409 84,715 (295,571) - 983,626
HENE  REAMERY Net (loss)/gain on disposal of and fair value
tETEEREATE adjustment on premises, investment
BB (ER) Wi properties and other fixed assets (1,549) - - 965 142,113 - 141,529
HEEFRATER Net loss on disposal of investments

in securities - - (64,127) - - - (64,127)

ElEBELR $E Share of results of an associate - - - 490,806 - - 490,806
ElLREEE 26 Share of results of jintly controlled entities - - - - 13,385 - 13,385
RHERER]/ (B Profit/{loss) before taxation 167,425 709,099 252,282 576,486 (140,073) - 1565219
BB () /B Taxation (expenses)/credit (26733 (117,02 (41,657) (18,265) 49,000 - (154,677)
BhigER/ (B8) Profit/loss) after taxation 140,692 592,077 210,625 558,221 (91,073) - 1410542
HE-E-—F+-A=+-HIEE  Fortheyearended 31 December 2012
MEREHER Depreciation and amortisation 57,504 26,774 13,614 53,646 27,451 - 178,989
R=E--%+-f=1-H At 31 December 2012
HEAE Segment assets 20634802 49707444  49757M3 26306191 6,007,692  (2917,642) 158,585,900
AEEE Segment liabiliies 65553,628 28,083,016 13,101,445 20,031,758  15021,346  (2917,642) 140,673,551
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5. BEDEIRE @)

B 15k Y ot
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

5. OPERATING SEGMENT REPORTING (Continued)

BE—Z2E——F+=-A=1+—HLEFE(KEH) For the year ended 31 December 2011 (Restated)
AT iG] MR FIER
Personal ~ Commercial BIE%E  Overseas £t Inter- &t
Banking Banking Treasury Banking Others segment Total
FHERA/ (i) Net interest income/(expenses) 876,561 616,468 246,998 388,200 (208,993) - 1919234
IEHSRA/ (%) Non-interest income/(expenses) 248,624 126,323 12,171 74,643 54,300 (29,904) 586,166
BERA/ (%) Total operating income/(expenses) 1,125,185 742,791 359,169 462,843 (154,684) (29,904) 2,505,400
BE (i) /WA Operating (expenses)/income (809793) (250587  ({07,740) (326,285 (53,675) 20904 (1527,126)
TRAEERR Operating proft/(oss) before
BELH /(B impairment losses 315,392 483,254 251,429 136,558 (208,359) - 978,274
ERREBRREMES Loan impairment losses and other credit
Bib (%) /0% provisions (charged)/written back (73,046) 43815 (100,000) (51,851) - - (181,082)
MRAESREEER7/(BE)  Operating profit/loss) after mpaiment losses 242,346 527,069 151,429 84,707 (208,359) - 797,192
HENE  REAMERE Net (loss)/gain on disposal of and fair value
tETEEREATE adjustment on premises, investment
AL R (EE)/ e properties and other fived assets 1) - - (177 92,168 - 91,980
HEEFRATER Net loss on disposal of investments
in securities - - (28,175) - - - (28,175)
EhBERA %R Share of resuls of an associate - - - 353,404 - - 353,404
ElLREEE 2 Share of results of jointly controlled entities - - - - 12,687 - 12,687
RHERER]/ (B Profit/{loss) before taxation 242,335 527,069 123,254 437,934 (103,504) - 1,207,088
BUA () / Taxation (expenses)/credit (39,195) (86,987) (20,499) (13.414) 25,450 - (134649)
RhigER/(B8) Profit/{loss) after taxation 203,140 440,082 102,755 424520 (78,054) - 1,002,443
HEZ-F——F+-B=t-HIEE  Forthe year ended 31 December 2011
NERERER Depreciation and amortisation 54,110 19,469 12,283 48,751 21,499 - 156,112
R=F-——F+-A=1-A At 31 December 2011
NRAE Segment assets 28558556 43816296 48481204 23954580 5722326  (3,303,850) 147,229,121
PRk Segment liabilities 67216050 22917174 14610339 18477379 12203728  (3303850) 132,210,815
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz o R) (Expressed in thousands of Hong Kong dollars)

5, EESIERE @) 5. OPERATING SEGMENT REPORTING (Continued)
REINPE P 2 Wam Th R BAIRES - R RH Revenues from external customers were contributed from banking
Bz RTHB AR FTREZ EBESR Eﬁiﬁlﬁ% ' B subsidiaries in Hong Kong, Macau and People’s Republic of China,
REIXEFER ZEfE EERE BEHFRE with major products and services including deposit taking, extension
%o of credit, asset-based finance, securities investment services offered

to customers.

TRERREGEBEZER BRI HEEAES The following tables provide information by geographical area, which
MNP IREHARTS « EHEMER H MESBER was determined with reference to the domicile of the legal entities
A E MRS 2 FTAE b T AESR o within the Group with business dealing and relationship with, and

services to external customers.

B 5 EH
8
EERHAM Inter-
Hong Kong P segment BE
and Others Macau elimination Total
BE-Z——-F For the year ended
+TZHA=+—HBLFE 31 December 2012
BEUA Operating income 2,707,000 254,261 (591) 2,960,670
B 75 A Al Profit before taxation 1,485,211 79,999 9 1,565,219
M=—Z—=—F+=-A=+—H At 31 December 2012
BEAGT Total assets 145,656,385 14,458,273  (1,528,758) 158,585,900
BEA Total liabilities 130,238,146 11,964,163  (1,528,758) 140,673,551
EREENGSE Intangible assets and goodwill 318,667 562,343 = 881,010
HARE B RAYE Contingent liabilities and
commitments 64,318,306 2,056,644 - 66,374,950
(&35 5 B
Eeawic|
BB REAM Inter-
Hong Kong P segment 45T
and Others Macau elimination Total
BE_T—%F For the year ended
TZA=T—HILFEE 31 December 2011
EEWA Operating income 2,275,074 230,669 (343) 2,505,400
FR A% AR A Profit before taxation 1,167,508 59,580 - 1,227,088
Eé:%——iwL:HEJr—El At 31 December 2011
A‘.ﬁ (#e=E31) Total assets (restated) 135,085,381 13,731,520  (1,587,780) 147,229,121
Ja Sat (& E5) Total liabilities (restated) 122,324,909 11,473,686  (1,587,780) 132,210,815
EREEREE Intangible assets and goodwill 318,667 566,906 - 885,573
HABEREE Contingent liabilities and
commitments 58,998,608 1,953,302 - 60,951,910
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz o R) (Expressed in thousands of Hong Kong dollars)
6. FEFEUWA 6. NET INTEREST INCOME
—E-—F ZT——F
2012 2011
FIE WA Interest income
& RERI TR R Cash and balances with banks 342,753 336,652
BHEEE Investments in securities 670,009 572,200
BEPMIRITER Advances to customers and banks 2,859,036 2,403,996
3,871,798 3,312,848
FE X Interest expense
BITER BEER Deposits from banks/Deposits from
customers 1,426,763 1,222,296
BEEITHTRE Certificates of deposit issued 43,706 38,977
ERTNERRE S Issued debt securities 48,446 40,459
BIEREH Subordinated notes 141,109 81,020
HAh Others 7,381 10,862
1,667,405 1,393,614
FMEWABRE Included within interest income
ERE 2 BUWA Interest income on listed investments 582,943 486,473
JELEMIRE 2 FIBUA Interest income on unlisted investments 87,066 85,727
670,009 572,200
RAARFEFZE B EEBT AEBE Interest income on financial assets
K& & E 2 A BHA not at fair value through profit or loss 3,848,528 3,289,168
BEEEF BUA Interest income on impaired assets 3,688 9,296
MEXZHBEIE Included within interest expense
FARAFEAEBEEH AERS Interest expenses on financial liabilities
MNemaEsfe T not at fair value through profit or loss 1,499,859 1,227,964
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(CABEEFThz5I7R)

7. FRBERAEBRA

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

7. NET FEE AND COMMISSION INCOME

—B——F —ZT—F
2012 2011
REERASWA Fee and commission income
RAARFEFEBEED) Fee and commission income from
SFAAEENEREERBRLZ financial assets and liabilities not
P75 & RSB at fair value through profit or loss
—EERBZREE R AT — Credit related fees and commissions 74,661 69,741
—Bo5mE - Trade finance 51,203 44,327
—fERAFR - Credit card 276,929 286,611
E RIS E RS WA Other fee and commission income
—EBH LR — Securities brokerage 59,061 49,602
—(RERSHE R H A — Insurance distribution and others 67,517 41,971
—TEREES LU EERRY - Retail investment and wealth
management services 85,829 65,466
—RITRIEEBRFESE - Bank services and handling fees 44,537 40,925
—HEMiREE — Other fees 82,044 34,683
741,781 633,326
BREERASIH Fee and commission expense
RUAAFEF=ZBEES) Fee and commission expense from
AFAEENEREERERE financial assets and liabilities not
ZIREE kA H at fair value through profit or loss
—FEERAS - Handling fees and commission 198,586 203,833
— BN EMREER — Other fees paid 12,563 12,797
211,149 216,630

AEERE=TFRHAE X5t EEEERKR

The Group provides custody, trustee, corporate administration, and

investment management services to third parties. Those assets that

BEERY - ZREUREAFORAEZEELT
BEENETEREN o are held in a fiduciary capacity are not included in these financial

statements.
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(Expressed in thousands of Hong Kong dollars)

B 15k Y ot
NOTES TO THE FINANCIAL STATEMENTS

8. BFREEWA 8. NET TRADING INCOME
= S
2012 2011
SNEE BIF W Net gain arising from dealing in
foreign currencies 235,177 245,497
RIEEERBMNBE S 2 F e Net gain on trading securities 4,201 1,177
FEEBARNITET A FS /(BE) Net gain/(loss) from derivatives entered
into for trading purpose 13,878 (42,775)
RBAFELERRARe R TR 2 )FEIE Net loss arising from financial
instruments subject to fair
value hedge (65,960) (61,379)
EENAT A= HHEBF ABEA Net loss arising from financial
SRIT A2 FER instruments designated at fair
value through profit or loss (9,253) (10,516)
178,043 132,004
9. HMEEWA 9. OTHER OPERATING INCOME
—E--F —T——F
2012 2011
AHEEFHEE 2 RBMA Dividend income from investments
in available-for-sale securities
— FHRE - Listed investments 4,719 2,389
—JELETRE — Unlisted investments 6,673 4,638
WEYFE 2 A WAL Gross rental income from investment
properties 18,654 19,238
E A Other rental income 6,815 5,448
Hth Others 10,741 5,753
47,602 37,466
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NOTES TO THE FINANCIAL STATEMENTS

(AT TTAIYIR) (Expressed in thousands of Hong Kong dollars)
10. &EXH 10. OPERATING EXPENSES
—B-——-F —E——F
2012 2011
EEFH M RENZ Employee compensation and
(BEESHM) (KT 11) benefit expenses (including
directors’ remuneration) (Note 11) 1,068,038 935,532
TEREMEEEESH - Premises and other fixed assets
TERENE expenses, excluding depreciation
—1TEZHS - Rental of premises 118,034 99,977
—HAth — Others 99,733 88,384
e (Hf5E34) Depreciation (Note 34) 174,426 141,559
BE RIESHES) S Advertising and promotion costs 77,050 101,050
ENfl « XA REE Printing, stationery and postage 45,450 65,239
B EERIHER Amortisation expenses of intangible
(MF3E33) assets (Note 33) 4,563 14,553
Z SRR BN & Auditors’ remuneration 6,995 6,493
Hth Others 239,074 74,339
1,833,363 1,527,126
1. EEFMRENZH 11. EMPLOYEE COMPENSATION AND BENEFIT
EXPENSES
=B-=F ~—T——F
2012 2011
FREMASER Salaries and other staff costs 998,016 894,721
VAR B EERE SR 2 Bt he (121 98) Provision for share-based
(MI5E50) compensation charged/(reversed)
(Note 50) 7,252 (13,467)
RIKE T Pension costs
— R KRGS — defined contribution plans 62,770 54,278
1,068,038 935,532
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NOTES TO THE FINANCIAL STATEMENTS

(AR o R) (Expressed in thousands of Hong Kong dollars)
1. EEFMREMNZH @ 11. EMPLOYEE COMPENSATION AND BENEFIT
EXPENSES (Continued)
REMEezAMAL : The emoluments of the five highest paid individuals:
(i) BNesEr ()  The aggregate emoluments
—T——F ZZT—F
2012 2011
e FE - BYHmREAER] Salaries, housing, benefits in kind
and other allowances 64,220 59,173
BRRE Pensions 2,096 1,995
66,316 61,168
iy AuTEEBRAATHBMESARDT (i)  The emoluments of the five highest paid individuals are within

the following bands:

AE
Number of individuals
—E-—F Z=T——F

2012 2011
B ITHKS
11,000,001-11,500,000 - 1
11,500,001-12,000,000 1 1
12,000,001-12,500,000 1 1
12,500,001-13,000,000 - 1
13,000,001-13,500,000 1

1
13,500,001-14,000,000 1 =
14,500,001-15,000,000 1

5 5

FhfimzaFeRAZALTR  BOM(ZE Included in the emoluments of the five highest paid individuals were
——&F:O) AEEEE - HENEEHS the emoluments of 4 (2011: 4) Directors. Their respective Directors’
EEEERER 2127/ - emoluments have been included in Note 12 below.

AR - ANER BI04 A ] AL = A AT No emoluments were paid by the Group to any of the five highest paid
e - tERINASKINERZNE B 2 528 BB individuals as an inducement to join or upon joining the Group or as
& - compensation for loss of office during the year.

FiAMEREAA TS BEEBEEZE The emoluments of the five highest paid individuals shown above
EFTR RIS AR Bl 2 R TRIRIRENIEAL - included incentive bonuses accrued in respect of the services

rendered and the Group’s performance for the financial year.
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

12. EEME 12. DIRECTORS’ EMOLUMENTS

BEZZEM T The remuneration of each Director is set out below:

BRERRMY
REzER
REEA
Incentive
#ER bonuses
BUAE  accruedin
Salary,  respectof MRGBAEH
EZHE  allowances services At

BzE-2--f Year ended Directors’  and benefits rendered  Share-based Bfke &5t
TZR=+-HLEE 31 December 2012 Fee inkind in the year payment Pensions Total
£ Chairman

TTERE David Shou-Yeh Wong 500 3,960 9,500 - - 13,960
HTES Executive directors

BEELL Hon-Hing Wong (Derek Wong) - 8,000 3,300 - 650 11,950
THRERE Harold Tsu-Hing Wong - 5,220 9,000 = 522 14,742
TiagrsE Gary Pak-Ling Wang - 4,920 8,000 - 492 13,412
HEUE Lung-Man Chiu (John Chiu) - 1,512 - - 11 1,623
FHTES Non-executive directors

IME—B%EE Kazutake Kobayashi 180 - - - - 180
BUkHTES Independent non-executive directors

LEMEE Robert Tsai-To Sze 300 - - - - 300
REERE Andrew Kwan-Yuen Leung 180 - - - - 180
BB & Seng-Lee Chan 250 - - - - 250
EXRRE Lon Dounn 62 - - - - 62
RRAEE Yuen-Tin Ng 188 - - - - 188
it Total 1,660 23,612 29,800 - 1,775 56,847
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

12. EEME& w0 12. DIRECTORS’ EMOLUMENTS (Continued)

RREARE

TRz iR

RENEAL

Incentive

2R bonuses

ENMflz  accruedin
Salary,  respectof LARHAER

EZWE  allowances services AT
BE-T——F Year ended Directors’  and benefits rendered  Share-based jirlIN At
TZA=T-HLEE 31 December 2011 Fee inkind inthe year payment Pensions Total
IR Chairman
TFE%E David Shou-Yeh Wong 500 3,960 8,500 - = 12,960
HTES Executive directors
FEELE Hon-Hing Wong (Derek Wong) - 8,000 3,000 - 638 11,638
FRERE Gary Pak-Ling Wang - 4,665 7,000 - 459 12,124
HEUE Lung-Man Chiu (John Chiu) - 2,662 1,500 - 204 4,366
TRERE Harold Tsu-Hing Wong - 4728 8,000 - 467 13,195
FHUTES Non-executive directors
IME—R % E Kazutake Kobayashi 180 - - - - 180
EE it Frederic Suet-Chiu Lau 72 - - = = 72
BUFHTES Independent non-executive directors
LR John W. Simpson 72 = = = = 72
BHERE David R. Hinde 72 - - - - 72
FERLE Robert Tsai-To Sze 300 - - - - 300
REERA Andrew Kwan-Yuen Leung 180 - - - - 180
RIS % & Seng-Lee Chan 221 - - - - 221
EE b Lon Dounn 250 - - - - 250
& Total 1,847 24,015 28,000 - 1,768 55,630
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13. EXREBRRAMEERE

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

13. LOAN IMPAIRMENT LOSSES AND OTHER CREDIT

PROVISIONS
KE
Restated
—B-——-F =—T—F
2012 2011
BEFOREEE Loan impairment losses
B REMER B R ERERFRR(2#) Net charge/(reversal) of impairment
losses on advances and other
accounts
~BREE — Trade bills 1,067 (1,358)
—BFEX - Advances to customers 80,523 85,070
—FEET R E REMARE — Accrued interest and other accounts 117 (2,630)
81,707 81,082
B REMER B R EEET (25), e Net (reversal)/charge of impairment
losses on advances and
other accounts
— {& Bl FHE - Individually assessed (1,496) 108,772
—fREEE — Collectively assessed 83,203 (27,690)
81,707 81,082
EHEE Of which
— I R ONEA — new and additional allowances
(BEREFRNEEME 2 ©5) (including amounts directly
written off in the year) 176,026 191,205
— B - releases (38,954) (35,389)
—lg[El - recoveries (55,365) (74,734)
81,707 81,082
Hib s E84E Other credit provisions
BIEEF R ERFIE Net charge of impairment losses on
HRlzBAEHREZ investments in securities included
TIEE R F IR in the loans and receivables category
— {& Bl FHE - Individually assessed 61,974 -
—iRE — Collectively assessed - 100,000
61,974 100,000
WS BRHE S Net charge to income statement 143,681 181,082
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14, HETEREMEEEERTEER
2B (BR)

BT Rk B ot

(Expressed in thousands of Hong Kong dollars)

NOTES TO THE FINANCIAL STATEMENTS

14. NET GAIN/(LOSS) ON DISPOSAL AND
REVALUATION OF PREMISES AND OTHER FIXED

ASSETS

—T——F —ZT—F
2012 2011

TEEGZBESEEE () Deficit reversed/(charged) on
revaluation of premises 1,902 (991)
HETEZ FkE Net gain on disposal of premises 1,163 —

& B EE & E 2 FEE Net loss on disposal of other
fixed assets (2,108) (188)
957 (1,179)

15, HEREYXRRHEAFEREZF
22

15. NET GAIN ON DISPOSAL OF AND FAIR VALUE
ADJUSTMENT ON INVESTMENT PROPERTIES

—E--F —T——F
2012 2011
KEMERNTFERE 2 F W= Net gain on fair value adjustment
of investment properties 140,572 93,423
LEREY 2 FEE Net loss on disposal of investment
properties - (264)
140,572 93,159
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16. HERFREZFER

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

16. NET LOSS ON DISPOSAL OF INVESTMENTS IN
SECURITIES

=F-=F —T——F

2012 2011
& ] I B 5B AR I E Net gain on disposal of
available-for-sale securities 75,738 7,847
HEREEERREWFRIELERZ Net loss on disposal of investments
BHRIREFEE in securities included in the loans
and receivables category (107,284) (38,515)
HERHZERHEAT (B8), e (5F) Net (loss)/gain on disposal of
held-to-maturity securities (Note) (32,581) 2,493
(64,127) (28,175)
3 Note:
N-E——FR—FT——F 7 HENREEHRRRIN The disposals in 2012 and 2011 were made after considering risk and external
fEFEE ° factors.
17. 1B 17. TAXATION

H 8 1S B T 12 R A N AT B AR B v I DA B =
16.5% (—ZT——4F : 16.5% ) IR B - BINR
B2 ) TH3R G G IME R IE SRR g ) (1 2N 5 [ 48
EESHR 2RI TR EE -

EREHETRAREEREN 2R - RANRS
BB B (B A B FHOR S A 2 B
EIERHHR -

Hong Kong profits tax has been provided at the rate of 16.5% (2011:
16.5%) on the estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries in
which the Group operates.

Deferred taxation is calculated in full on temporary differences under
the liability method at the tax rates that are expected to apply in the
year when the liability is settled or the asset is realised.

BT
Restated
—B-—-F =—T—F
2012 2011
REFHIA Current income tax:
—BBNEH — Hong Kong profits tax 124,228 128,044
— BN - Overseas taxation 16,814 14,479
—RBAFE (B58) TRZEE — (Oven)/under-provision in prior years (849) 2,369
RIEFIA (MizE42) Deferred income tax (Note 42):
—EREREENESERED - Origination and reversal of
temporary differences 18,109 (9,266)
—ERBBEE — Recognition of tax losses (3,625) (981)
HiIE Taxation 154,677 134,645
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

17. BB @ 17. TAXATION (Continued)

NEEBRTLADE N 2 BB A RN GRS & A B I The tax on the Group’s profit before taxation differs from the
FEBERAR 2 RREBELT ¢ theoretical amount that would arise using the weighted average tax

rate applicable to profits of the consolidated companies as follows:

&S|
Restated
=B--F ~—ZT——%F
2012 2011
R 5 AT A Profit before taxation 1,565,219 1,227,088
RE AR SRR T 2 A Tax calculated at domestic tax
R E 2B rates applicable to profits in
the respective countries 258,261 202,470
IR R Tax effects of:
H A B 5K 2 TR AR 2 Different taxation rates in
other countries (2,941) (3,875)
RN WA Income not subject to taxation (47,163) (50,034)
TREFDRL A 2 H Expenses not deductible 30,561 44,120
AR B2 R BERARIR Results of associates and
HEZEHIERE 2 HE jointly controlled entities reported
net of tax (83,192) (60,405)
RBEFE (BEE), /TR 2BE (Oven/under-provision in prior years (849) 2,369
HiIE Taxation 154,677 134,645
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
18. BREE(LEF 18. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
BIRNARA T B ®RERA 2 KRR EE A The profit attributable to shareholders is dealt with in the financial
/279,865,000 (= ——F: &7 statements of the Company to the extent of HK$279,865,000 (2011:
349,196,000 7T) profit of HK$349,196,000).
19. RE 19. DIVIDENDS
—T——F —ZT—F

AT Company 2012 2011
BIRFERE : BREEA%0.08/57T Interim dividend paid of HK$0.08

(Z=——% : 0.08757L) (2011: HK$0.08) per ordinary share 100,110 97,835
BORREAIRE : AT AR 0.23 87T Proposed final dividend of HK$0.23

(ZZ——%F : 0.2087L) (2011: HK$0.20) per ordinary share 287,815 244,587

387,925 342,422

20. BREF 20. EARNINGS PER SHARE
FE Tl
Restated
—B——-F —E——%F
2012 2011
(#&7T) (B7T)
(HK$) (HK$)

FRAF Earnings per share

£K Basic 1.14 0.89
8 Diluted 1.14 0.89
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(LAEEEFThz5I7R)

20. BERERN @)

FIREAREF TR 27 1,410,566,000 7 7T (=
T——4 :1,093,177,00087T) RERNEHITYL
ARAR 5 2 NAE F15801,236,919,845 R (=&
——%F : 1,222,934,755 %) 5T & -

BRESE R A TR A F1,410,566,000 7 7T (=
T——4F :1,093,177,00087T) R ERNEETY
BARAR 0 2 IN#E F19201,236,919,845 R (= F
——4F : 1,222,980,081 %) W 5t A1 A ¥ L @ ADE
BT E T ARENE -

21. BERERITHEER

B 15k Y o
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

20. EARNINGS PER SHARE (Continued)

The calculation of basic earnings per share is based on earnings
of HK$1,410,566,000 (2011: HK$1,093,177,000) and the weighted
average number of 1,236,919,845 (2011: 1,222,934,755) ordinary
shares in issue during the year.

The calculation of fully diluted earnings per share is based on earnings
of HK$1,410,566,000 (2011: HK$1,093,177,000) and the weighted
average number of 1,236,919,845 (2011: 1,222,980,081) ordinary
shares in issue during the year after adjusting for the effect of all
dilutive potential ordinary shares.

21. CASH AND BALANCES WITH BANKS

55 AT
Group Company
—g--& -T & -B--F T —F
2012 2011 2012 2011
e MIERITHE R Cash and balances with banks 2,327,432 4,278,370 107,278 4,024
RIS EE Money at call and short notice 11,145,818 7,626,447 7,084 7,073
13,473,250 11,904,817 114,362 11,097

22. ERIT-E+T-ARIPHNER

22. PLACEMENTS WITH BANKS MATURING BETWEEN
ONE AND TWELVE MONTHS

—gE-——-—F —E—%fF

£H Group 2012 2011
ERIT—ZEZ2+=Z@AR Placements with banks maturing

F EAR9 17 3K between one and twelve months 3,990,627 5,164,914
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

23. HFIEEERAZENESFREEUQF 23. TRADING SECURITIES AND FINANCIAL ASSETS
Bt EBEESFT AEZNERME DESIGNATED AT FAIR VALUE THROUGH PROFIT
= OR LOSS

—E-—F —EZ—F

&= Group 2012 2011

FHIEEERBMFES Trading securities:

BFES Debt securities:

—&B LM - Listed in Hong Kong 548,781 533,415
—3E L — Unlisted 5,248,961 4,872,761
RBIEEERRNESER Total trading securities 5,797,742 5,406,176

EENATEGZBEEEA Financial assets designated

EniemEE : at fair value through profit or loss:
BEEES Debt securities:
— BBASN ETR - Listed outside Hong Kong 23,525 8,776

FEBEEARNES RIEEUNATENE Total trading securities and financial

3 \‘:Z@Uu‘l')\TEﬁnE’J@ﬁﬂﬁft BEH assets designated at fair value
through profit or loss 5,821,267 5,414,952
PREGBEFANE Included within debt securities are:
—BREAFEEERERFCHNES — Government bonds included in
trading securities 5,795,924 5,404,319
—HEBES - Other debt securities 25,343 10,633
5,821,267 5,414,952

%—?——i&:?——$+:ﬂz+—ﬁ’i
BEBESREEHRAL BT FRE -

FERERZMNESMEENARHEHERRE

As at 31 December 2012 and 2011, there were no certificates of

deposit held included in the above balances of investments in debt

securities.

Trading securities and financial assets designated at fair value

et AR SR EERETHERNS 0 through profit or loss are analysed by categories of issuers as follows:
T

=F-=F —T—F
&= Group 2012 2011
— AR EAT AR RRTT - Central governments and central banks 5,795,924 5,404,319
— NEIE - Public sector entities 1,409 1,433
— RIT R E M & mE - Banks and other financial institutions 409 424
— 1% — Corporate entities 23,525 8,776

5,821,267 5,414,952

AFBTEEGRAR | —T——F55 NG




(LAEEEFThz5I7R)

24. fTHEEWMIA

RZB-——F+-_A=+—-BRIHITEIAA
Mz BBEAEREAFEWNT

B 15k Y o
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

24. DERIVATIVE FINANCIAL INSTRUMENTS

The notional principal amounts of outstanding derivatives contracts
and their fair values as of 31 December 2012 were as follows:

&/ AYE
255H Fair values
Contract/ BE af
£8 Group notional amount Assets Liabilities
1) HEEEREZITETIR 1) Derivatives held for trading
M) SMEfFETA a) Foreign exchange derivatives
EHREERH Forward and future contracts 64,252,866 130,837 (66,258)
EEh Currency swaps = > >
BAREHINE R Currency options purchased and written 43,336,993 71,746 (71,809)
l) FIEf4IR b) Interest rate derivatives
= EE Interest rate futures 1,550,230 116 =
M=t Interest rate swaps 7,487,004 10,177 (103,140)
R) &Mt TA ¢) Equity derivatives
BARE L R i Equity options purchased and written 39,874 621 (621)
HIEEERB 2 ITETREE/(BfE) A3t Total derivative assets/(liabilties) held for trading 116,666,967 213,497 (241,828)
2) REHRBEZITETR 2) Derivatives held for hedging
R) BEUAFEE P ITETA a) Derivatives designated as fair value hedges
it Interest rate swaps 18,685,659 397,412 (1,256,864)
BBk Currency swaps 1,427,468 32,337 =
BEHRAR 2 ITETR Total derivative assets/iabilities)
&/ (BfE) A held for hedging 20,113,127 429,749 (1,256,864)
3) BEIEATHA T 3) Derivatives not qualified as hedges for
i - BEREEUATE accounting purposes but which are
HEES LRI =t managed in conjunction with the financial
SRHIE-FER instruments designated at fair value
ZITETA through profit or loss
it Interest rate swaps = = =
TRAEERRE ZNETREESH Total derivative assets not qualified as hedges = = =
BEAITESRIAEE/(BE)A Total recognised derivative financial assets/liabilities) 136,780,094 643,246 (1,498,692)
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24. FTEEWMIAm

R-FE——F+ - A=1+—RBRIHT
Mz BBEAT REAFENT

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

24. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

ATHEE The notional principal amounts of outstanding derivatives contracts

and their fair values as of 31 December 2011 were as follows:

&t/ ATE
L5458 Fair values
Contract/ BE 8
£H Group notional amount Assets Liabilities
1) HEEEREZITETIR 1) Derivatives held for trading
M) SMEfHFTA a) Foreign exchange derivatives
EHRMEEN Forward and future contracts 42,691,478 231,257 (89,675)
jgyeE Currency swaps 189,270 = (21,753)
BARALINE B Currency options purchased and written 1,554,859 4,317 (4,299)
l) FIEf4IR b) Interest rate derivatives
HEEE Interest rate futures 3,300,805 270 -
G ESk Interest rate swaps 9,735,389 7,297 (87,910)
R) x4t TA ¢) Equity derivatives
BARE L R i Equity options purchased and written - = =
BEEERGZITETERE /(8 Total derivative assets/iabilities) held for trading 57,471,801 243,141 (203,637)
2) REHRBEZITETR 2) Derivatives held for hedging
R) BEUAFEH R ITETA a) Derivatives designated as fair value hedges
& Interest rate swaps 15,288,995 366,613 (1,337,916)
et Currency swaps = = =
BEHRAR ITETRAE /(BR) At Total derivative assets/(liabilities) held for hedging 15,288,995 366,613 (1,337,916)
3) BReFHES ‘JW‘?N‘E%’T‘F 3) Derivatives not qualified as hedges for accounting
i - BEREEUATE purposes but which are managed in conjunction
HEt:ES MTaﬁﬁE’] with the financial instruments designated at fair
SHIA-RERZIETIER value through profit or loss
lEget Interest rate swaps 1,164,990 29,877 =
TMEaEE ARGz T TREERH Total derivative assets not qualified as hedges 1,164,990 29,877 -
ERAZTESRIEEE /(8 Total recognised derivative financial assets/(liabilities) 73,925,786 639,631 (1,541,553)

BRENMETAZATERCZRER B R FE
EEZHF(ER) T E -

The effect of bilateral netting agreements, where applicable, has been
taken into account in disclosing the fair value of derivatives.
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24, {TEE£BT A @)

B RIBEEMER NEERARFFARKERT L
ZEEFHEE L (WER) B EERE
RINABWEERBINESEE - 250 ¢

B RR PoE

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

24. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures calculated under Basel Il basis and, where applicable,
without taking into account the effect of bilateral netting arrangements
that the Group entered into, are as follows:

=F-=F —T——F

£E Group 2012 2011
EEE4 Exchange rate contracts 963,492 435,921
FMEEH Interest rate contracts 183,695 181,052
Htha 4 Other contracts 1,586 =
1,148,773 616,973

BETEZANBEERERBEHRNRS
E UTMRKREERSE -

EERRINEHEN2EFELEREL Z(R
TR(ER)RADMEFE 28R - At EMBE 28
BARFRXZHF REESORBFERE -

ARG RIED AR E2.9KE -

NEE B AR R B 2 2 A B 8 A SR
BREERRERGIEER 2 EFHFIEE - AlEE
EEBELFARERTAGZHNBEENERAR -
Y50 T A 2 5518 4581,425,0008 0 (=T ——4F ¢
[Ei18/3 143,529,000 % 7T) © ¥)RIE B FE(GEHE
2 W3 515,465,000 0 (ZF——F : Wi
7$82,150,000/%7T) ° ILFHEE 25RHEE8 2
[ARAFES AT A ZFEE] A -

The contract amounts of these instruments indicate the volume of
transactions outstanding as at the end of the reporting period. They
do not represent the amounts at risk.

The credit risk weighted amounts are the amounts that have been
calculated with reference to the Banking (Capital) Rules issued by the
HKMA. The amounts calculated are dependent upon the status of the
counterparty and the maturity characteristics of each type of contract.

The hedging practices and accounting treatment are disclosed in Note
2.9.

The Group hedges a portion of its existing interest rate risk in
investments in securities included in the loans and receivables
category, available-for-sale debt securities and issued liabilities
by fair value hedges in the form of interest rate swap. The losses
on the hedging instruments were HK$81,425,000 (2011: losses of
HK$143,529,000). The gains on the hedged item attributable to the
hedged risk were HK$15,465,000 (2011: gains of HK$82,150,000).
The net impact is disclosed in “Net loss arising from financial
instruments subject to fair value hedge” in Note 8.
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NOTES TO THE FINANCIAL STATEMENTS

(LABREFThz5I7R)

25. BEHERKEMKRE

(Expressed in thousands of Hong Kong dollars)

25. ADVANCES AND OTHER ACCOUNTS

K&
Restated
—B-——F =—ZT——F
Group 2012 2011
EAER KRB Loans and advances to individuals
—EAK — Credit cards 4,425,525 4,261,547
—RBER - Mortgages 23,749,843 23,017,708
—H{th — Others 5,422,866 4,338,395
EERRBR Loans and advances to corporate
entities
—BHER — Term loans 24,257,026 22,231,984
—RBER - Mortgages 11,866,854 11,132,055
—B5mE — Trade finance 5,360,541 5,223,525
— Hf - Others 11,090,926 10,662,014
BEERER Gross advances to customers 86,173,581 80,867,228
B5EE Trade bills 4,329,872 1,559,061
Hh &z (fI5E36) Other assets (Note 36) 3,822,959 2,919,424
ek : RIEZERE Less: Impairment allowances
— & BIFF & — Individually assessed (90,726) (190,859)
— iR EEHE - Collectively assessed (170,578) (193,994)
(261,304)  (384,853)
BREEER M EWRIELER Investments in securities included
ZEFIEE (KizE26) in the loans and receivables
category (Note 26) 3,243,988 6,799,300
ZEERMEMER Advances and other accounts 97,309,096 91,760,160
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

25. BRIEERREMERE @) 25. ADVANCES AND OTHER ACCOUNTS (continued)

(R) EFERRBIFIRESEEZEHBEE (@) Reconciliation of allowance account for losses on loans
BIR B HERE and advances to customers and trade bills

B - BRI

Impairment allowances - Individual assessment

RREXN 2ty &t
£E Group Mortgages Others Total
BAERRBNREEE 2L Movement in impairment allowances

on loans and advances to individuals
—Z——F—-R—-BH&EH Balance at 1 January 2011 805 594 1,399
RERE (B /1R Impairment losses (reversed)/charged 1,777) 524 (1,253)
AEERETMEE Loans written off as uncollectible - (1,173) (1,173)
WEBEREFME 2SR Recoveries of advances written off

in previous years 1,364 672 2,036
“Z——%+tZA=t—-H At 31 December 2011 392 617 1,009
—Z-—F-FR—HBN&EH Balance at 1 January 2012 392 617 1,009
REBE (E%) /175 Impairment losses (reversed)/charged (779) 246 (533)
REBEETMEE Loans written off as uncollectible = (223) (223)
WEBREFHEZER Recoveries of advances written off

in previous years 644 515 1,159
“Z-"“f+-HA=t+-H At 31 December 2012 257 1,155 1,412
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

25. EEERREMIRE @

(R) EFERRBIFRESEEZERE (a) Reconciliation of allowance account for losses on loans
BER B HERE @) and advances to customers and trade bills (Continued)

25. ADVANCES AND OTHER ACCOUNTS (Continued)

REEE-FATE

Impairment allowances - Collective assessment

184

RS RIBER Hity CE
£E Group Credit cards Mortgages Others Total
BAERRBRREEE 2L Movement in impairment allowances

on loans and advances to individuals
—Z——F—-H—-BH&EH Balance at 1 January 2011 25,611 5,559 35,463 66,633
REGERE/(28E) Impairment losses charged/(reversed) 51,794 (339) 23,892 75,347
AEEEETMEE Loans written off as uncollectible (66,866) - (55,613) (122,479)
WEBREFME 2SR Recoveries of advances written off in

previous years 13,770 - 27,151 40,921
R RS Exchange and other adjustments - - 6 6
—E——F+-fA=+—H At 31 December 2011 24,309 5,220 30,899 60,428
—Z-—f-R—BR&EH Balance at 1 January 2012 24,309 5,220 30,899 60,428
AEERRE/ (D) Impairment losses charged/(reversed) 52,232 (495) 66,962 118,699
AEBEEETMEE Loans written off as uncollectible (61,983) - (77,577) (139,560)
WEBREFHE 2 ER Recoveries of advances written off in

previous years 12,471 - 20,575 33,046
P 5, 2 EL A 5% Exchange and other adjustments - - 4 4
“Z-"f+-HA=t+-H At 31 December 2012 27,029 4,725 40,863 72,617
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25. EEERREMIRE @ 25.

B H5 Rk B et

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

(F) EFERKBRREZEBZEBRE (@)

ADVANCES AND OTHER ACCOUNTS (Continued)

Reconciliation of allowance account for losses on loans

BEIRE B ARR (1) and advances to customers and trade bills (Continued)
BB - [EBIFHE
Impairment allowances - Individual assessment
BHER BRBER ESRE Hif fit
B Group Term loans Mortgages  Trade finance Others Total
LEERREH Movement in impairment
REEFEZ2 allowances on loans and

advances to corporate entities
“Z——F-R-AN&H Balance at 1 January 2011 10,934 816 21,535 56,721 90,006
HEBERE/(R5) Impairment losses charged/(reversed) 4,609 (718) (3,769) 109,903 110,025
REFER ST Loans written off as uncollectible (609) - (7,915) (34,292) (42,816)
KEEREERE 28R Recoveries of advances written off

in previous years 2,214 204 5,062 24,258 31,738
B 5 A% Exchange adjustments 258 - - - 258
“Z—%f+ZA=1-H At 31 December 2011 17,406 302 14,913 156,590 189,211
ZZ-—F-R-ANEH Balance at 1 January 2012 17,406 302 14,913 156,590 189,211
REBRRE/ (%) Impairment losses charged/(reversed) 1,958 987 1,939 (5,785) (901)
RepERE T Loans written off as uncollectible (14,275) - (2,004) (104,217) (120,496)
KEEREFHEZER Recoveries of advances written off

in previous years 3,065 - 956 17,135 21,156
AR Exchange adjustments 46 - - 298 344
“E-“%+-A=1-H At 31 December 2012 8,200 1,289 15,804 64,021 89,314
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

25. BREERREMERE @) 25. ADVANCES AND OTHER ACCOUNTS (continued)
(R) EFERRBIFRESEEZERE (a) Reconciliation of allowance account for losses on loans
BER B HERE @) and advances to customers and trade bills (Continued)

REER-GATME

Impairment allowances - Collective assessment

BHER BRBER ESRE Hif fit
%8 Group Term loans Mortgages  Trade finance Others Total
TEERRBH Movement in impairment
HEEEZ28 allowances on loans and

advances to corporate entities
—E——F—fA-RAMEH Balance at 1 January 2011 32,876 58,122 30,611 112,362 233,971
REERERE Impairment losses reversed (12,295) (49,398) (11,153) (27,561) (100,407)
REERETMIHE Loans written off as uncollectible - - - (771) (771)
WEIBREEME 2 B Recoveries of advances written

off in previous years - - - 39 39
B R E A FR Exchange and other adjustments 169 6 ®) 103 275
=H=——fr=f=1—8E At 31 December 2011 20,750 8,730 19,455 84,172 133,107
—Z-—f-R—BR&EH Balance at 1 January 2012 20,750 8,730 19,455 84,172 133,107
WEBERE/ (B) Impairment losses charged/(reversed) 6,870 (2,624) 1,965 (41,886) (35,675)
ReERETMEE Loans written off as uncollectible - - - (281) (281)
WEEREFMIE 2 TN Recoveries of advances written off

in previous years - - - 4 4
BE X R B A Exchange and other adjustments 9% 3 - 69 168
“Z-"f+-HA=t+-H At 31 December 2012 27,716 6,109 21,420 42,078 97,323
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25. EEERREMIRE @
(Z) Bt R ERHMRR 2 BB EERE

B s R Mt
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

25. ADVANCES AND OTHER ACCOUNTS (Continued)

(b) Reconciliation of allowance account for loss on

HER accrued interest and other accounts
KE
WEEE- REEE-
ma R 1 Bl FFA
Restated
Impairment Impairment
allowances - allowances -
Collective Individual
assessment assessment
EitRER EFAFER
HithBk B HihBk B
Accrued Accrued
Interest and interest and
other other
565 Group accounts accounts
EstFIE R EMmERE Movement in impairment
HEEEZEE allowances on accrued interest
and other accounts
—T——F—H—HOEH Balance at 1 January 2011 3,089 639
VRN SEi=(Elk e Impairment losses reversed (2,630) -
—E2——F+=ZA=+—H At 31 December 2011 459 639
—E-"F-H—-HWEH Balance at 1 January 2012 459 639
REEBRE(E#H) Impairment losses charged/(reversed) 179 (62)
RECEBERTEM SRR Amounts written off as uncollectible = (577)
—E-—_H+-HA=+-—H At 31 December 2012 638 =
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
25. REHERREMER @ 25. ADVANCES AND OTHER ACCOUNTS (continued)
(R) BREEEZEFERRB I 2B EHEE (¢) Loans and advances to customers include finance
AR - lease receivables as follows:
—E2--F —=T——F
59 Group 2012 2011
HEERERS 2 EIARLEE Gross investment in finance
lease receivable:
—F LA Not later than 1 year 2,295,716 2,200,221
—FAEERF Later than 1 year and not later
than 5 years 3,402,918 3,109,630
FELAE Later than 5 years 3,282,471 3,022,982
8,981,105 8,332,833
BEMEE 2 REELZ B & YA Unearned future finance income
on finance leases (1,244,734) (1,061,732)
BEREERE S Net investment in finance leases 7,736,371 7,271,101
BEREREFHEBR 2 ATET The net investment in finance
leases is analysed as follows:
—F LA Not later than 1 year 2,007,751 1,930,704
—FAEERF Later than 1 year and not later
than 5 years 2,995,360 2,757,379
AEMRE Later than 5 years 2,733,260 2,583,018
7,736,371 7,271,101
RZZE——F+A=+—0 L@ EHEE There is no unguaranteed residual value included in the gross
KB EBEAIR A EERRGEE(ZE—%F ¢ investment in finance lease above as at 31 December 2012 (2011: Nil).
/) o
R-ZE——F+-_fF=+—H8 KEBZEXK The allowance for uncollectible finance lease receivables included
WEEERENTIRE 2B EHE EWERED in the impairment allowances as at 31 December 2012 of the Group
B {5 A 5T 524,585,000 T ( — & — —4F ¢ amounted to HK$24,585,000 (2011: HK$110,432,000).

110,432,000/87T) ©
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26. BEEERRERRERRZES
RE&

5=

B 15 s Y o
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

26. INVESTMENTS IN SECURITIES INCLUDED IN THE
LOANS AND RECEIVABLES CATEGORY

=F-=F —T——F
Group 2012 2011

BHARHERREFT DB ESFRE

—REHRIRER T A FETIRR

— IREERAX ARG BR

Hkk - REZEE
— {ERIFHE
N

WRNE A

R TER R D RAER
K EYRIR 2 B E (RE)

T

RNIETERE DB AE R R EUGHIE 2 EHREERER
KESH R —F+_A=+—HRZZT——F
TZA=+—H  ZBREEHPBB—F -

Investments in securities reclassified
from the available-for-sale category
— At fair value under fair value hedge
(for hedging interest rate risk) 2,227,771 4,580,292
— At amortised cost 1,117,929 2,259,567

3,345,700 6,839,859

Less: impairment allowances
— Individually assessed (58,251) -
— Collectively assessed (100,000) (100,000)

(158,251) (100,000)

3,187,449 6,739,859

Investments in securities classified
as loan and receivables upon initial
recognition (Note) 56,539 59,441

3,243,988 6,799,300

Note:

Investments in securities classified as loans and receivables upon initial
recognition were overdue at the time of recognition. As at 31 December 2012
and 2011, these investments were overdue for more than one year.
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26. BEEERKEUVREAERRZ®E S

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

26. INVESTMENTS IN SECURITIES INCLUDED IN THE

RE @) LOANS AND RECEIVABLES CATEGORY (Continued)
BREERKERFZIBER 2 BHEES TN Investments in securities included in the loans and receivables
T category are analysed as follows:

- —T——F
£H Group 2012 2011
BFES Debt securities:
—&B LW - Listed in Hong Kong - 862,149
— BB — Listed outside Hong Kong 3,102,803 5,669,217
—3EET — Unlisted 299,436 367,934
3,402,239 6,899,300
ek REZEE Less: impairment allowances
— & RIFFE - Individually assessed (58,251) =
— iR AT A — Collectively assessed (100,000) (100,000)
(158,251)  (100,000)
3,243,988 6,799,300
th#ES2TE Market value of listed securities 2,770,374 5,692,801

RZE——FR-_ZT——F+-_A=+—H " t
MEBBFREEHRAT BRI EERE -

BEEERRERFRERN 2 BHRE
BEITHBRRDOTAT

—RITMEMSREIEE

—%
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As at 31 December 2012 and 2011, there were no certificates of
deposit held included in the above balances of investments in debt
securities.

Investments in securities included
in the loans and receivables
category are analysed by
categories of issuers as follows:
— Banks and other financial

institutions 2,282,015 3,614,285
— Corporate entities 1,120,224 3,285,015
3,402,239 6,899,300




B 15k Y ot
NOTES TO THE FINANCIAL STATEMENTS

(AR o R) (Expressed in thousands of Hong Kong dollars)

26. BREEERREWREER 2FF 26. INVESTMENTS IN SECURITIES INCLUDED IN THE
& @) LOANS AND RECEIVABLES CATEGORY (continued)

() BREEERRERREER 22X H& (@) Reconciliation of allowance account for losses on
ErEEREEREEYHER investments in securities included in the loans and
receivables category

B
Impairment allowances
{8 Bl 71 mawE
Individually Collectively
assessed assessed

—E——5—A—Hr&EH Balance at 1 January 2011 78,221 =
B E R R Impairment losses charged = 100,000
A EABRE BRI E R 2 B Allowance written off upon

disposal of underlying investments

in securities (84,150) -
b 3, SR B Exchange adjustments 5,929 -
—E2——f%+=-A=+—-H At 31 December 2011 - 100,000
—ET——F—A—BW&H Balance at 1 January 2012 - 100,000
AR Impairment losses charged 58,251 =
—E—_H+=-A=+-—H At 31 December 2012 58,251 100,000
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27. AHEERS

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

27. AVAILABLE-FOR-SALE SECURITIES

—B——F —ZT—F
£5 Group 2012 2011
BEES Debt securities:
—&BB LM - Listed in Hong Kong 8,919,452 7,587,474
— BB TR — Listed outside Hong Kong 11,599,410 8,151,314
—3JEET™ — Unlisted 1,068,197 1,201,961
21,587,059 16,940,749
S MERES Equity securities:
—&B LM - Listed in Hong Kong 73,026 110,572
— BBASN ETH - Listed outside Hong Kong 72,610 84,599
—3JEEm™ — Unlisted 187,829 150,886
333,465 346,057
Al N EE SRR Total available-for-sale securities 21,920,524 17,286,806
BIEEEBKES Included within debt securities are:
—FENEARE - Certificates of deposit held - 24,270
— HihEHH A — Other debt securities 21,587,059 16,916,479
21,587,059 16,940,749
Al EE S Available-for-sale securities are
RBEITHBERSTT analysed by categories of issuers
as follows:
— PR R AR R R T - Central governments and central
banks 2,867,068 5,814,123
— N — Public sector entities 294,279 199,393
—RIT R E b & EHE - Banks and other financial institutions 6,060,201 4,874,427
— b3 - Corporate entities 12,697,448 6,397,335
—HAh — Others 1,528 1,528
21,920,524 17,286,806
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NOTES TO THE FINANCIAL STATEMENTS

(AT TTAIYIR) (Expressed in thousands of Hong Kong dollars)
28. BHZEEHEE 28. HELD-TO-MATURITY SECURITIES
—E-——F —ET—4F
£5 Group 2012 2011
BEES Debt securities
—&B LW - Listed in Hong Kong 711,921 240,544
— BB TR — Listed outside Hong Kong 4,797,430 5,757,491
—JE Lk - Unlisted 1,538,189 2,173,952
7,047,540 8,171,987
EESHCTE Market value of listed securities 5,536,303 5,624,025
BIEEEBKES Included within debt securities are:
—FRENFESRE - Certificates of deposit held 399,701 6,126
— EEBE S — Other debt securities 6,647,839 8,165,861
7,047,540 8,171,987
R R B 5 Held-to-maturity securities are
REITHBERSITAT analysed by issuer as follows:
— R R e R AERTT - Central governments and
central banks 910,343 1,691,869
—NEHEE - Public sector entities 193,620 193,906
—8R1T R E M S RS — Banks and other financial institutions 3,914,755 4,285,601
— 1 — Corporate entities 2,028,822 2,000,611

7,047,540 8,171,987
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(CABEEFThz5I7R)

29. TRIEEZEHNSE
RZF—Z—ZF+=-—A=+H AEEREZK
EMIBEREN D EE T REER A 4 H
EHAZEMEE(ZE——F: WEEHH
HemEE) ZZoREEREN>»HHZ
¥ EKEEESD A A1,829,247,000 % 7T &
1,774,626,000 87T - ENHERKEEZ A TE
&% 54,621,000 T 2 I fEE fth 2 E 2 ©

) NEFER=ZTZNFHAELELER
£ ERRERZBEENMR =S ——4F
+= H£+ EMJ}N%%Z%@ME SEEH
DEZERMEEN_—E——&+_A=1+—Bz
L\$TE&EEE@D)DJJZ%Z,942,202,0005§7T?(::2
— — 4 : 4,113,663,000% Jt ) & 3,345,700,000
B (ZF——4F : 5,045,013,000/57C) °

5 3
1) 77

&
m]}w

e

Y 4

WERTZFEANTESHHEN ESREEN
A ERNEERRERFIELRR - BlEER
RN 2 B BE R 8 I0407,755,000 8T (=F
——4 : #£0934,700,000%5T) °

30. BMERNFRE

(Expressed in thousands of Hong Kong dollars)

29. RECLASSIFICATION OF FINANCIAL ASSETS

On 20 December 2012, the Group reclassified certain financial
assets that qualified for recognition as available-for-sale out of the
loans and receivables category (2011: no reclassification of financial
assets was made). The fair value and carrying value of these financial
assets at the date of reclassification were HK$1,829,247,000 and
HK$1,774,626,000. The fair value gain of HK$54,621,000 generated
upon the reclassification has been taken to other comprehensive
income.

For the financial assets reclassified from the available-for-sale
category into the loans and receivables category in 2008 and 2009
that remained outstanding as at 31 December 2012, the fair value
and carrying value of these reclassified financial assets as at 31
December 2012 were HK$2,942,202,000 (2011: HK$4,113,663,000)
and HK$3,345,700,000 (2011: HK$5,045,013,000) respectively.

If reclassification of the above financial assets from the available-for-
sale category into the loans and receivables category in prior years
had not taken place, the revaluation deficit in equity would have been
HK$407,755,000 higher (2011: HK$934,700,000 higher).

30. INVESTMENT IN AN ASSOCIATE

—g--—F -—T——F

£E Group 2012 2011
EIHEEFE Share of net assets 2,092,408 1,616,742
EES Goodwill 344,623 344,623
aaEr Total 2,437,031 1,961,365
—B--F —T—fF
L Group 2012 2011
—H—H At 1 January 1,961,365 1,558,791
FEERTIE A Share of results, net of tax 490,806 353,404
FE(EBR BRI E BhRFE Share of investment revaluation
reserve, net of tax (7,000) 8,507
B AR S Dividend received (24,540) (24,278)
EHER Exchange differences 16,400 64,941
+=-—A=+—H At 31 December 2,437,031 1,961,365

AR T EEER AR |~ a4 I
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

(CABEEFThz5I7R)

30. BEQARRE@® 30. INVESTMENT IN AN ASSOCIATE (Continued)
R-E-——ER-FT——F+-A=+—HZH

The following is the key information relating to the associate as at 31

BREIZEEZERNAT :

December 2012 and 2011:

FE R & E it B FEXEK FrihEE B ot
£ Place of incorporation Principal Percentage of
Name and operation activities interest in ownership
BERTT i A RHEFE RIT 20%
Bank of Chongqing People’s Republic of China Banking
31. HEEZEFEERE 31. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
—g-=F =FT——F
£E Group 2012 2011
JE LR IR A Unlisted shares, at cost 20,000 20,000
BT —HRAEEE Loan to a jointly controlled entity = 20,429
20,000 40,429
FEMR U 14 S Share of post-acquisition reserves 34,246 28,221
54,246 68,650

R-B——FER-_T——F+_A=+—HHHK The following are the jointly controlled entities as at 31 December

EIEHIEEAOT ¢ 2012 and 2011:

hEAEZED L

o fif it B FEEBRE B Percentage of

£ Place of Principal activities and effective interest

Name incorporation place of operation in ownership

IREEIEIR AR A A BB REZR - BE 13.333%
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong

REMEEER AR BB BEEE AR 13.333%
Bank Consortium Trust Company Limited Hong Kong  Mandatory provident fund business,
Hong Kong

RIS BERAQA] e BEE XY 'R 13.333%
BCT Financial Limited Hong Kong Mandatory provident fund business,

Hong Kong
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31. HEEZEFEERE @

AEBERBERBER AR 2 EmmfBARKR
FIRTTRA - MRBETERIALRBEEHA
RARTRIZERER AR 22 EMBARF] °

ERTHARZGHERAEEMR LR —RER
EEICS Nt

32. MBARRERRENEA AL

al

AT

(Expressed in thousands of Hong Kong dollars)

31. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

(Continued)

The Group’s interest in Bank Consortium Holding Limited is held by
DSB, a subsidiary of the Company. Bank Consortium Trust Company
Limited and BCT Financial Limited are the wholly owned subsidiaries
of Bank Consortium Holding Limited.

The loan to a jointly controlled entity is secured and is extended based
on normal commercial terms.

32. INVESTMENTS IN AND BALANCES WITH
SUBSIDIARIES

—g-=F =FT——F
Company 2012 2011

FEETRAD - FRARA

U FENTB AR 2 RIEH AEER - 28K
REFIEIK °

R-B——F+_A=1+—0 FARFAZWER
AT

Unlisted shares, at cost 5,850,412 5,450,282

The amounts due from/to subsidiaries are unsecured, interest free and
repayable on demand.

The following is a list of the Company’s subsidiaries as at 31
December 2012:

RERBED BRTEBRRE

M 2 Percentage of shares held Particulars of

ARER TEER Place of EE Bk issued ordinary

Name of company Principal activity incorporation Directly  Indirectly share capital
AFRTERAA 1T BB

Dah Sing Bank, Limited Banking Hong Kong 100% - HK$5,000,000,000
L (1931) R A A (FIHERRTERAR) MERE BB

MEVAS (1931) Limited Property Investment Hong Kong 100% - HK$400,000,000

(formerly, MEVAS Bank Limited)

NERE RBRUS

Channel Winner Limited Property Investment  British Virgin Islands 100% = US$1
AHABHERAF LS BB

Dah Sing Finance Limited Dormant Hong Kong 100% - HK$25,000,000
Tme% EBENRS

South Development Limited Dormant British Virgin Islands 100% - US$1
Tmax RBRURS

Yield Rich Group Limited Dormant British Virgin Islands 100% = US$1
RERK BRE

D.A.H. Holdings Limited Investment holding Bermuda 75.5% = US$1,000,000
AHRAT (HE) BRAR BRAT hEE AR

Dah Sing Bank (China) Limited Banking People’s Republic of China - 100% RMB1,000,000,000

AR T EEER AR |~ a4 I
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32. MBARRERENE D4R @

B 15k Y o
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

32.

INVESTMENTS IN AND BALANCES WITH

SUBSIDIARIES (Continued)

FRERBE S BRTEERRE

{2 Percentage of shares held Particulars of

ARER FTEEK Place of HE ik issued ordinary

Name of company Principal activity incorporation Directly  Indirectly share capital
RPIAERRITROERAA #R1T R

Banco Comercial de Macau, S.A. Banking Macau - 100% MOP225,000,000
AMERERERAA NERE BB

Dah Sing Computer Systems Limited Property investment Hong Kong - 100% HK$20
AEREERER AR R &

Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 100% HK$200,000
TEaZ EBRLHS

DSLI (1) Limited Dormant British Virgin Islands - 100% US$1
A EBETRS

Dah Sing MTN Financing Limited Financing British Virgin Islands - 100% US$1
AFEEERAA B AR BB

Dah Sing Nominees Limited Nominee services Hong Kong - 100% HK$100,000
RERK BB

Dah Sing Properties Limited Investment holding Hong Kong - 100% HK$9,998
RE EBETRS

Dah Sing SAR Financing Limited Financing British Virgin Islands - 100% US$1
REER BB

DSB BCM (1) Limited Investment holding Hong Kong - 100% HK$1
RERKR BB

DSB BCM (2) Limited Investment holding Hong Kong = 100% HK$1
AMEFBRAA FHEE B

Dah Sing Securities Limited Securities dealing Hong Kong - 100% HK$10,000,000
RE AR BB

MEVAS Nominees Limited Nominee services Hong Kong - 100% HK$50,000
hRENE (BE)AERAH BEE BB

Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
RENBERAH & BB

OK Finance Limited Money Lending Hong Kong - 100% HK$1,000
Tme% EBRURS

Shinning Bloom Investments Limited Dormant British Virgin Islands - 100% US$1
HERERRAA NERE BB

Vanishing Border Investment Services Limited  Property investment Hong Kong = 100% HK$20
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32. MBARRERENE D4R @

(Expressed in thousands of Hong Kong dollars)

32.

INVESTMENTS IN AND BALANCES WITH
SUBSIDIARIES (Continued)

FRERBE S BRTEERRE

{2 Percentage of shares held Particulars of

ARER FTEEK Place of HE ik issued ordinary

Name of company Principal activity incorporation Directly  Indirectly share capital
RHE REAS

D.A.H. Hambros (Channel Islands) Limited Financing Guernsey - 75.5% US$15,000
NERE EBETRS

Dragon Tiger Limited Property investment  British Virgin Islands 100% - us$2
NERE EBRURS

Estoril Court Limited Property investment  British Virgin Islands 100% - US$2
NERE EBRLHS

Grandmart Investments Limited Property investment British Virgin Islands 100% = Us$2
MNBEBERAA NERE BB

Modern World Holdings Limited Property investment Hong Kong 100% - HK$1
MNEERERAF NERE BB

Modern Bright Hong Kong Limited Property investment Hong Kong 100% - HK$1
ZEBRAA NERE EBRELHS

River Long Limited Property investment  British Virgin Islands 100% = uss$2
NERE EBETRS

Skill Sino Limited Property investment  British Virgin Islands 100% = US$2
HEARAR NERE EBRURS

Solar China Limited Property investment  British Virgin Islands 100% - US$2
NERE EBREAHS

Superb Future Limited Property investment  British Virgin Islands 100% = us$2
NERE EBENRS

Talent Union Holding Limited Property investment  British Virgin Islands 100% = US$2
NERE EBRURS

Well Idea Enterprises Limited Property investment  British Virgin Islands 100% - US$1

AR T EEER AR |~ a4 I



B 15k Y ot
NOTES TO THE FINANCIAL STATEMENTS

(AR o R) (Expressed in thousands of Hong Kong dollars)
32. MEBRRIRERENEQAEER @ 32. INVESTMENTS IN AND BALANCES WITH
SUBSIDIARIES (Continued)
MRAFIRITER AR RARABR ARSI - ERFT Except for Dah Sing Bank, Limited which is a public limited company,
BRRHBFLAR R AN E B LA T5 5 all the above companies are private companies, or, if incorporated
o EEHEESFMAY ZAARRIR AR outside Hong Kong, have substantially the same characteristics as a
L e Hong Kong incorporated private company.
MRAFTERTT (AR AR AR - B EETRS Except for Dah Sing Bank (China) Limited, Banco Comercial de
BRR/AF] » D.A.H. Hambros (Channel Islands) Macau, S.A., D.A.H. Hambros (Channel Islands) Limited (“DAHCI”)
Limited (| DAHCI ) K _E 3l 51| BB 7E 2572 LA SN s and companies incorporated outside Hong Kong specified above, all
BRI AFIGN - MR B ETHLE o other companies operate in Hong Kong.
RFBRT (PR ARARNR-ZEZEN\F L AEF Dah Sing Bank (China) Limited was incorporated in Mainland China in
Wi AL - EARBPE A REME 2058 July 2008. It is registered as “Limited liability company (solely funded
#fta [ARAR] (BHEE  FESORFZ 1 by Taiwan, Hong Kong or Macau corporate body)” under the laws of
HEHE) - the People’s Republic of China.
LRF(1931) AR AR ([E8H(1931) ] » AIFE LR MEVAS (1931) Limited (“Mevas (1931)”, formerly known as MEVAS
TERAR)RFRNRBEREREEREZR Bank Limited) applied for voluntary revocation of its banking licence in
TR YR ——F+— A= +-—HEAE Hong Kong in the year and ceased to be a bank with effect from the
& &R IR RIRTT © close of business on 22 November 2012.
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(AR o R) (Expressed in thousands of Hong Kong dollars)
33. BEREFEE 33. GOODWILL AND INTANGIBLE ASSETS

BOER EFRE
& BREE EVEE

BYEE Core  Customer
HE Contract deposit  relationship 5] fit
&8 Group Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
“T-5-A-Hk At 1 January 2012 and
“E-——F+-fA=1-H 31 December 2012 811,690 26,499 80,583 40,777 58,252 1,017,801
2RERE/ 4 Accumulated impairment/
amortisation
“Z--%#-8-H At 1 January 2012 - 26,499 80,583 25,146 - 132,228
ER M (A 10) Charge for the year (Note 10) - - - 4,563 - 4,563
“E-"#+-A=1-H At 31 December 2012 - 26,499 80,583 29,709 - 136,791
REE Carrying value
“%-—f+-A=t-H At 31 December 2012 811,690 - - 11,068 58,252 881,010
BOER EPHE
at Bl&E mEAE
BVEE Core Customer
e Contract deposit  relationship [ =
£ Group Goodwill intangibles intangibles intangibles  Trade name Total
KR Cost
—2—5-f-Hk At 1 January 2011 and
“F——5+-A=1-H 31 December 2011 811,690 26,499 80,583 40,777 58,252 1,017,801
ESEVHVE = Accumulated impairment/
amortisation
“Z—%-8-H At 1 January 2011 - 26,499 70,982 20,194 - 117,675
ER%H (ME10) Charge for the year (Note 10) - - 9,601 4,952 - 14,553
—E—f+-A=1+—H At 31 December 2011 - 26,499 80,583 25,146 - 132,228
REE Carrying value
ZF—F+Zf=1-H At 31 December 2011 811,690 - - 15,631 58,252 885,573
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(AR o R) (Expressed in thousands of Hong Kong dollars)

33. BMEREBFEE® 33. GOODWILL AND INTANGIBLE ASSETS (continued)
BFERHERZEREERESY ROEAEE Intangible assets of finite life include contract intangibles, core
FRREFEESUBRBEEREZZENTRESE deposit intangibles and customer relationship intangibles, and are
+-FZA RERAEE o mRAEFEREERETS amortised over their useful life ranging from 5 to 12 years using a
FEAHEREEIE M ARAR 2E R EEE diminishing balance method. Trade name is carried as an asset of
F|7R o indefinite life and is tested annually for impairment losses. It is carried

at cost less accumulated impairment loss.

EESREREANBEIRERERBE —BHNESLD Goodwill is allocated to the Group’s cash-generating units (“CGU”)
HERPAZRSEABMN([REEABMN]) - & identified according to business segments in line with the internal
BEOREBEZSIAT - management reporting structure. A summary of goodwill allocation is

presented below.

—E——F+=ZH=+-HR
—g-=ft+=A=+-8
At 31 December 2011 and 31 December 2012
BT fEARIT BIMRIT

Commercial Personal Overseas &ast
£H Group Banking Banking Banking Total
BB Hong Kong 196,478 122,189 - 318,667
Ll Macau - - 493,023 493,023

196,478 122,189 493,023 811,690

HEBEEERENR  HHEREAEZFHE Impairment testing in respect of goodwill is performed annually by
EMEBEZRESESLSEMNOIKESEE - Z:TEE comparing the recoverable amount of CGU determined based on
AHEESEEIEASMGH - ARSI 27881 value in use calculation. The calculations use cash flow projections
& KRERBAFFERRBABTEFERE prepared by the Senior Management based on a 5-year business plan,

2% ERERFUARENRE - R ELFEIHEE taking into account projected annual growth rate, and in perpetuity
EEAEBERENEBESESSMN 2B R with 2% constant growth rate after the fifth year. The 5-year business
EBENTERREARNEEBR ZEHEPTmE - T plan was developed by the Senior Management based on their
FEF 2 BRI R Ty R AN B 7 B AN A N FE S evaluation of the businesses of the relevant CGU and the conditions
HEH.7% (—T——F : 12.59%) ° in which such businesses will operate over the projected period. The

discount rate used is based on the Group’s weighted average cost of
capital at 9.7% (2011: 12.59%).

BB FEETZRENRA T ERLXRRIEES For trade name, impairment testing is performed annually using pre-
R 57 3% T Al B FIRER =R K LA BR T &) 2 88 tax royalty rate of 3% with reference to similar business transactions,
WA BUBETEEERRE2BHEAERAFEURE projected revenue in the medium-term plan, and in perpetuity with 2%
KR FIERAZBBREERIT%(ZE——F : constant growth rate after the fifth year. The discount rate of 9.7%
12.59%) JhiE E N AN E B 2 & AN A 1N fE 15 (2011: 12.59%) used is based on the Group’s weighted average cost
£ of capital.

R EETEERAEELNN R BEBR( No impairment losses on goodwill and trade name were identified in
——4F ) o the year (2011: Nil).
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4. TEREMHEEEE

(Expressed in thousands of Hong Kong dollars)

34. PREMISES AND OTHER FIXED ASSETS

B
BRERARE
Furniture,
equipment
{TE  and motor =
8 Group Premises vehicles Total
BE—_Z——F+-"H=1+—HLFE Yearended 31 December 2011
FHAREFE Opening net book amount 2,235,895 182,444 2,418,339
#hig Additions 119,473 126,569 246,042
Elpal Revaluation surplus 528,319 = 528,319
BHRESERER R Revaluation deficits taken to
income statement (991) - (991)
BN RREMERTE Reclassification from investment
properties to premises 117,000 - 117,000
= Disposals - (218) (218)
ez (MisE10) Depreciation charge (Note 10) (74,938) (66,621) (141,559)
FREAEFE Closing net book amount 2,924,758 242,174 3,166,932
—2——f%+=-A=+—-H At 31 December 2011
KA,/ fhfE Cost/valuation 2,925,062 552,584 3,477,646
ZIETE Accumulated depreciation (304) (310,410) (310,714)
AR FHE Net book amount 2,924,758 242,174 3,166,932
BE-Z——F+-A=1+—HLFE Yearended 31 December 2012
FHERMEFE Opening net book amount 2,924,758 242174 3,166,932
g Additions 43,332 145,926 189,258
BER Revaluation surplus 936,655 - 936,655
BT R B Y AR 1B 4% Previous revaluation deficits
reversed from income statement 1,902 - 1,902
BN BEREMERTE Reclassification from investment
properties to premises 116,952 - 116,952
HE Disposals (3,921) (5,289) (9,210)
FrEXZH (KisE10) Depreciation charge (Note 10) (102,960) (71,466) (174,426)
EHER Exchange difference 177 = 177
FRARE FE Closing net book amount 3,916,895 311,345 4,228,240
—E——HF+=-H=+—H At 31 December 2012
KA,/ fhE Cost/valuation 3,917,731 653,308 4,571,039
2IEINE Accumulated depreciation (836) (341,963) (342,799)
REFE Net book amount 3,916,895 311,345 4,228,240

AR T EEER AR | — T a4 I
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. TERHMEEEE @ 34. PREMISES AND OTHER FIXED ASSETS (Continued)
REBTERTIZEER-_SE——F+=_A4 The Group’s premises were last revalued at 31 December 2012.
=T —R#ET WA EEBIEESTAZME Valuations were made on the basis of open market value by
— KES B ((FEREEER) AR AT (B independent, professionally qualified valuer Savills (Valuation and
REBRHPEBRAZME) RE—KFR LD CR Professional Services) Limited for premises in Hong Kong and
FI)BR AR (AR 2 W) B ARTISE Mainland China, and by Savills (Macau) Limited for premises in
BEEEEST - Macau.

WITEIREBRKAEES|R - EEZEAT If premises were stated on the historical cost basis, the amounts

would be as follows:

—T——F —ZT—F

£H Group 2012 2011
BN Cost 1,392,164 1,218,143
RENE Accumulated depreciation (216,915) (188,745)
BREVFE Net book amount 1,175,249 1,029,398
Rt+ZA=+—H  TEREMBEEEEZKA At 31 December, the cost or valuation of premises and other fixed
SEBEITLT ¢ assets is as follows:
58 Group
EST
RERAE
Furniture,
equipment
{TZ  and motor &5t
—E-CF 2012 Premises vehicles Total
RN At cost 435 653,308 653,743
BEE-——ET——F At valuation — 2012 3,917,296 - 3,917,296
3,917,731 653,308 4,571,039
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3. TERHMEEEE @ 34. PREMISES AND OTHER FIXED ASSETS (Continued)
BRI
ZERRE
Furniture,
equipment
7IZ  and motor =1
=% 2011 Premises vehicles Total
£ DN At cost 435 552,584 553,019
REE-——T—F At valuation — 2011 2,924,627 - 2,924,627
2,925,062 552,584 3,477,646
TEZREFERLRE : The net book value of premises comprises:

—g--% -z~

£H Group 2012 2011
Gisk=pad Leaseholds
EEBFE 2P HED Held in Hong Kong on medium-term
(E+&ER+52MH) lease (between 10-50 years) 2,932,718 2,173,563
TEBEELAINEA 2 R BT AT Held outside Hong Kong on medium-
(Et+=at+520H) term lease (between 10-50 years) 984,177 751,195

3,916,895 2,924,758
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(Expressed in thousands of Hong Kong dollars)

35. BREYHE 35. INVESTMENT PROPERTIES

—B-—-F =—IT—F
£E Group 2012 2011
—H—H At 1 January 748,893 718,913
g Additions - 80,657
e Disposals = (27,100)
BHHH Reclassification (116,952) (117,000)
BHATFERS Fair value gains on revaluation 140,572 93,423
+=—A=+—8 At 31 December 772,513 748,893

AEEREVERTZHER_T——F+_H
=+ —HET - HFHERBLBEREFREMSE
—ARFEES (HEREXER) GRAF (B
REBRFPEBEAZYE) RF KR OR
FDBERRAR (URNRMZYE) RAFMSE
EEAEHETT o

The Group’s investment properties were last revalued at 31 December
2012. Valuations were made on the basis of open market value by
independent, professionally qualified valuer Savills (Valuation and
Professional Services) Limited for investment properties in Hong Kong
and Mainland China, and by Savills (Macau) Limited for investment
properties in Macau.

KREYEZRMFEDE : The net book value of investment properties comprises:
=B-=F ~—T——F
8 Group 2012 2011
TRfEH Leaseholds
ERBFA 2F ALY Held in Hong Kong on medium-term
(Et=R+52M) lease (between 10-50 years) 733,559 719,782

EEBAIMNGE 2 IR

Held outside Hong Kong on medium-

(Et=Ra+52M) term lease (between 10-50 years) 38,954 29,111
772,513 748,893

36. HvEE 36. OTHER ASSETS
KE7
—E-—-F =—ZT—F
Restated
£8 Group 2012 2011
FEUW R IE MRS I B Accounts receivable and prepayments 2,896,582 1,984,646
FEEFURA Accrued income 632,775 656,685
HAh Others 293,602 278,093

3,822,959 2,919,424
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(LAEEEFThz5I7R)

37. HEFEERZNER

(Expressed in thousands of Hong Kong dollars)

37. TRADING LIABILITIES

—E-—F ZZT——F
£E Group 2012 2011
B ERE K EEES Short sales of treasury bills and
treasury bonds 2,278,044 3,045,202
38. BEEfFX 38. DEPOSITS FROM CUSTOMERS
—E-—F ZZT——F
£E Group 2012 2011
VEEEIES YN Ea R YEEN Demand deposits and
current accounts 16,816,370 12,558,421
FETK Savings deposits 18,086,362 14,572,400
TEH - WA KR EATE AR Time, call and notice deposits 83,033,670 86,238,447
117,936,402 113,369,268

EFEF O&RBEWREAD SR ZET B
Y& 2 ARG 2 175%21,979,0008 70 ( — T ——4 -
6,017,000/ 7T) °

BREH - BAKREBRERIN
EREBER

A BB P ER

39. BRITHNERRE

Included in customer accounts were deposits of HK$21,979,000
(2011: HK$6,017,000) held as collateral for irrevocable commitments

under import letters of credit.

Other than time, call and notice deposits, all other customer deposits

carry variable interest rates.

39. CERTIFICATES OF DEPOSIT ISSUED

—E--F =—ZT—F

£E Group 2012 2011
R4 A = @ g T A TESI R At fair value under fair value hedge

(for hedging interest rate risk) 4,463,338 2,676,942

R A AR At amortised cost 1,289,124 487,125

5,752,462 3,164,067

RoE——ER-F——&R  ARERERY
R EE EAE R TERE AU AT EN 8
BESHEH AR -

AEETE U EE BT FREE RS QR
SR A FFAT5I 2 BREE K 17,000,0008 7T ( —
T ——4 : {§24,000,00087T) °

AR T EEER AR | — T a4 I

During 2012 and 2011, the Group did not designate on initial

recognition any certificates of deposit issued at fair value through

profit or loss.

The amount that the Group would be contractually required to pay at

maturity to the holders of these certificates of deposit is HK$17 million

lower (2011: HK$24 million lower) than the above carrying amount.
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
40. ERITHEBES 40. ISSUED DEBT SECURITIES
—g-=f -T—F
£5 Group 2012 2011
250,000,000 0% 824 (7£(F)) US$250,000,000 Floating Rate
Notes (Note (a)) 1,937,792 1,941,660
100,000,000 & 70)% B2 (7£(2)) US$100,000,000 Floating Rate
Notes (Note (b)) 775,115 776,660
2,712,907 2,718,320

TR AR AT BR At amortised cost 2,712,907 2,718,320

iE Note:

() Wy ARHFRITEBAFETZROMNTIShEAZ2 (@) This represents US$250 million Floating Rate Notes (the “Notes”) issued
sHEIB1T > WEFIRLZFER([FHRFA]) £z by DSB under DSB’s Euro Medium Term Note Programme, and are
250,000,000 T ¥ EZB ([ZE]) - ZZE A listed on the Singapore Stock Exchange Trading Limited (“SGX”). The
MR REIHEA—T—=F+A+tH- % Notes are unsecured and have a final maturity on 7 October 2013. The
ERSMEAYNNET  BER-_ZE—ZFE+ALH Notes were issued in two series, comprising US$175 million issued on 7
%172 175,000,000 X TR - —FTF+—H October 2010 and US$75 million issued on 15 November 2010.

+# B %772 75,000,000 % T °

(Z) WHRFBIN=—_ZE—EFEWNA -+ /\BEBKX (b)  This represents US$100 million Floating Rate Notes (the “Notes”)
HERITZ BN ISP HIE 51 2153217 - WHEHK issued by DSB on 28 April 2011 under DSB’s Euro Medium Term Note
Ffr £ 2 100,000,000 % 70)% B2 ([Z# ) ° Programme, and are listed on the SGX. The Notes are unsecured and
RERE A FEFEA AT —WENA have a final maturity on 28 April 2014.
—+NAH-
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

41. BEGBK

(Expressed in thousands of Hong Kong dollars)

41. SUBORDINATED NOTES

—g-=f -T—F
2012 2011
150,000,000 0 = — - FE|HH US$150,000,000 Subordinated Fixed
ELBEREGE(R)) Rate Notes due 2017 (Note (a)) - 1,170,815
225,000,000 £ T E 2 & E G US$225,000,000 Subordinated Fixed
(ZF(2.)) Rate Notes (Note (b)) 2,045,441 2,010,665
200,000,000 3 TTK A JE L& EEL US$200,000,000 Perpetual
(FF(A)) Subordinated Fixed Rate
Notes (Note (c)) 510,460 516,130
225,000,000 AN T = Z = = F | HiHY S$$225,000,000 Subordinated Fixed
ELBEREGE(T)) Rate Notes due 2022 (Note (d)) 1,423,569 =
3,979,470 3,697,610
EENATEGZEEEE AER Designated at fair value through
profit or loss - 1,170,815
R A = @ g T A TESIER At fair value under fair value hedge
(for hedging interest rate risk) 3,979,470 2,526,795
3,979,470 3,697,610

R-B——ER-_T——FR AEBRERY]
IRERFIEEEMNEEEEAUATEFERE
BE)FT AIBE ©

During 2012 and 2011, the Group did not designate on initial
recognition any subordinated notes at fair value through profit or loss.

AR T EEER AR | — T a4 I
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41. BEBK@®

it

WBARFRITR =T RAENATNBETZ
150,000,000 35 7T F B.5.451% £ B X B X 5 FT
FmwHEREAMMERNESBREER(E
®1) o WEEBZEBHAE-S—LtFENATN
A KFBRITER=_ZT—=—FNA+N\RA(EE
MEER) 2R BUHERS -

(2) WHRMBITRZZE-—FTF_A+—HETZ
225,000,000 3 7T /£ #7 32 BT = 17 4 57 7€ 43 F
BARNESBEES ([EF]) - HEEBER=
T_TF-_A+—HEH - F2/E6.625% ' T
FERE—IR o RITRITINE B — BB RITEI L
FZe s By & A IS B B & E A S R AR TR
TREFEAERRZBFIS K -

(R) BHARFRITR-_ZZTELF-_RA T+ BETZ
200,000,000 = TTAE ¥ R2FT E W RE A= E
M INE ARB KA E BREER ([ B - hEE
BrREHEEe AT —+t&_F++tH -H
BITHEHREZUEER  £5/56.253% @ &
FEME—IR - B - MEBKEEZEEER
BEE - FROFEEEA=EAPETETR
EREN—BNTET BEESEESEREL
O - RFTIRITAI R IB S B sk AR S R B
RAEMNRBAZEBEBER A GERD) &
% o RFRITIPE EH—BFRRITRI M AR S
A B8 E E I SR A AR T IRTT R E TS
RETEE)FE S o

REZZ—ZTERZTTAF - KIRITREEAR
R <& RA A 7| K15 B AFT R B DI BE 2 B A& 458
% 51 /75,000,0003 7T %.70,000,000% 7T * TA
HZERBEZERNESESSERZALIER
BN o

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

M.

Note:
(a)

SUBORDINATED NOTES (Continued)

This represents US$150,000,000 5.451% Subordinated Fixed Rate
Notes qualifying as supplementary capital of DSB issued on 18 August
2005 (the “Notes”), which were listed on the Luxembourg Stock
Exchange. The Notes had a maturity date on 18 August 2017 and had
been fully repaid by DSB on the optional redemption date on 18 August
2012.

This represents US$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 11 February 2010
(the “Notes”), which are listed on the SGX. The Notes will mature on
11 February 2020. Interest at 6.625% p.a. is payable semi annually. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

This represents US$200,000,000 Perpetual Subordinated Fixed Rate
Notes qualifying as upper supplementary capital of DSB issued on 16
February 2007 (the “Notes”), which are listed on the SGX. The Notes
carry an optional redemption date falling on 17 February 2017. Interest at
6.253% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed, the interest
rate will reset and the Notes will bear interest at 3-month LIBOR plus
190 pips. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

In 2010 and 2009, DSB repurchased a portion of the Notes with a total
notional principal of US$75,000,000 and US$70,000,000 respectively
at a discount after unwinding an identical notional amount of interest
rate swap. Such repurchased Notes were cancelled after receiving prior
approval of the HKMA.
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NOTES TO THE FINANCIAL STATEMENTS

(LAEEEFThz5I7R)

41. BEBK@®

= (|
(T) WHRHBATR_ZE—Z—F_ANBETZ
225,000,000 5 AN TTAE #7232 BT £ W48 R 5E A
MmEAESRERSE(EF]) - LEEH
BER-_TE-—F-ANAEH - BEBUHEEAA
“T—tH-ANB -  ABTREHERENES
B £8/4875%  B¥FHE—IK - Hi& -
fHEFAEREEEEAEL  TENFNESE
A AERAFHFMBTREEEEM=8t+
%%o“ggﬁﬁﬁﬁ%ﬁ%mﬁvﬁ%ﬂﬁT
EEMHEEANEBRBEARAEMRAUE
EE@%E%E@Pﬂ)ﬁ%oﬁﬁﬂﬂﬁaﬁ
—BIBRRITEI M M R IR HI A A8 BT A B 2 L2
ERANETRITREREAERNZEFEN

Ko

%b*L‘A’&%E%EHE“@JquMamzféfaﬁfk

BEINBTH IS EREH(Flan : FIE - HNE)
&Zﬁ‘ilﬁbHK/R“‘”EZQWE“‘EJJEA&ﬁ =
——F+ A=+ HALEENEEEREAZ
T——FNA+/\BH 5 AUz 36,811,000 %
TL(=Z——4% : If2555,494,000% 1) K& 18
29,501,000 7T (=F ——4 : 518 25,334,000
BIT) °

REBAELSHEESISRRENENNESE
B _E A5l 2 BR E{E K. 382,000,0008 7T (=&
——4F : {£.358,000,000 % 7T) °

42. EEFIIE

RERIBEER BENLHEREABGENITIE
SV 8K BN BT 18 & = AN BN A A 18 B (B R IR TR IE
R — T SHEIB A R 5 I EfT o HIHZ M
T~

(Expressed in thousands of Hong Kong dollars)

41. SUBORDINATED NOTES (Continued)

Note: (Continued)

(d) This represents S$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 8 February 2012
(the “Notes”), which are listed on the SGX. The Notes will mature on 9
February 2022 with an optional redemption date falling on 9 February
2017. Interest at 4.875% p.a. is payable semi-annually from the issue
date to the optional redemption date. Thereafter, if the Notes are not
redeemed, the interest rate will be reset and the Notes will bear interest
at the then prevailing 5-year Singapore Dollar swap rate plus 376 basis
points. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

The change in the fair value of subordinated notes designated at fair
value through profit or loss in the year ended 31 December 2012 up
to the date of redemption of 18 August 2012 attributable to changes
in external market prices (e.g. interest rate, currency) is a gain of
HK$36,811,000 (2011: a gain of HK$55,494,000) and that attributable to
the Group’s own credit standing is a loss of HK$29,501,000 (2011: a loss
of HK$25,334,000) respectively in the year ended 31 December 2012.

The amount that the Group would be contractually required to pay at
maturity to the holders of these subordinated notes is HK$382 million
lower (2011: HK$358 million lower) than the above carrying amount.

42. DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current income tax assets against
current income tax liabilities and when the deferred income taxes
relate to the same fiscal authority. The offset amounts are as follows:

B

Restated

—T——F —ZT—F

£ Group 2012 2011
EERTBEE Deferred income tax assets 7,259 50,069
RIEFRIBA G Deferred income tax liabilities (259,028) (73,153)

AR T EEER AR | — T a4 I
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42. IEEFIIE (@)

EEHBEERBBERBEREZR ZABER R

EIRASf2 BEF B EIDTAT

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

42. DEFERRED INCOME TAX (Continued)

Deferred income tax assets and liabilities analysed based on the
underlying category of temporary differences and the expected date
of recovery and settlement are as follows:

EET
Restated
=F-=F —T——F
£E Group 2012 2011
REFI TR EE ¢ Deferred income tax assets:
—AETZBAEWE 2 IREFIBEEE — Deferred income tax assets to
be recovered after more than
12 months 86,524 234,386
REFI A E ¢ Deferred income tax liabilities:
—EE+-_HAREEZELEHBAER — Deferred income tax liabilities
to be settled after more than
12 months (338,293) (257,470)
(251,769)  (23,084)

EETARRE B EHINT

The gross movement on the deferred income tax account is as

follows:
—E2--F —=T——F
£E Group 2012 2011
—A—H  WE2%HK At 1 January, as previously reported (84,793) (72,338)
GETBCR 2 E - Change in accounting policy —

BB ST ERIZE 1258 2 185] Adoption of HKAS 12 amendment 61,709 46,843
—H—H ' &&7 At 1 January, as restated (23,084) (25,495)
AU ERBR AR IE ()B4 Tax (charged)/credited to the income

(HEE17) statement (Note 17) (14,484) 10,247
Rz BR AT H (FTEE46) Tax charged to equity (Note 46) (214,201) (7,836)
+—A=+—H At 31 December (251,769) (23,084)
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

42, EREFHIE @) 42. DEFERRED INCOME TAX (Continued)
BLEHMBEERBERAFEZEE  TRER The movement in deferred income tax assets and liabilities during
MEABEAEEE TEE 2 ERIT ¢ the year, without taking into consideration the offsetting of balances

within the same tax jurisdiction, is as follows:

EEBBEEE : Deferred income tax assets:
AT
EEREE BT
Impairment R HAt
allowances HEEE KREE Deferred
and Tax Investment expenses a5t
£H Group provisions losses revaluation and others Total
—ZT——%F—H—H At 1 January 2011 41,490 - 157,968 - 199,458
T 25 B P [B] 43 Credited to the
income statement 83 981 - 18,420 19,484
FARE & AR A [a] 48 Credited to equity - - 15,444 - 15,444

—ZET—F+-_HA=+—H At31 December 2011

R-—E——#—F—H and 1 January 2012 41,573 981 173,412 18,420 234,386
PUZEERA (2H), % (Charged)/credited to

the income statement  (10,695) 3,625 - 8,519 1,449

R BRA X Charged to equity - - (149,311) - (149,311)

—ZE——_H+=-HA=+—H At31 December 2012 30,878 4,606 24,101 26,939 86,524

212  xy@reEERAT | —T——44xw I
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42. IEEFIIE (@)

B RS AR ML
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

42. DEFERRED INCOME TAX (Continued)

IRIERIBEERE : Deferred income tax liabilities:
mEHHTE RENXEL
Accelerated TEEfE  Investment REER
BE tax  Premises  properties  Investment 2t ait

£ Group Provisions ~ depreciation  revaluation  revaluation revaluation Others Total
“2——£-f-B mi2H At 1 January 2011, as previously reported 4643 17,783 196,515 52,334 354 167 271,796
SEHRZHE - Change in accounting policy - Adoption

BRSNS 125 253 of HKAS 12 amendment - (4.331) (3,306) (39,206) - - (46,843)
“Z——5-f-A &&j At 1 January 2011, as restated 4,643 13,452 193,209 13,128 354 167 204,953
N A Charged to the income statement 298 1935 4128 2,876 - - 9,237
REERAZ Charged to equity - - 23,160 - 120 - 23,280
“5—FtZf=1-8 At 31 December 2011 and

R=Z-—%-A-8 1 January 2012 4,941 15,387 220,497 16,004 474 167 257,470
“F-—%5-B-B IHER At 1 January 2012, as previously reported 4,94 21,678 223,792 68,127 474 167 319,179
ERI G St Change in accounting policy - Adoption

BRI 125 285 of HKAS 12 amendment - (6,291) (3,205) (52,123) - - (61,709)
“2-—F-f-A &} At 1 January 2012, as restated 4,94 15,387 220,497 16,004 474 167 257,470
NigRARH Charged to the income statement 1,266 10980 1,900 1,787 - - 15,933
RERFRT Charged to equity - - 64,672 - 218 = 64,890
“E-CE{CAZt-A At 31 December 2012 6,207 26,367 287,069 17,791 692 167 338,293

BTV FAREREA (), B ZEED

The deferred income tax (charged)/credited to equity during the year

Iﬁi\ : is as follows:

K&
Restated
—g— -
&£E Group 2011

R = 2 A FERFEE Fair value reserves in shareholders’ equity:
—{TE (Mﬁz 46) - premises (Note 46) (64,672) (23,160)
— A EES (Mi5E46) — available-for-sale securities (Note 46)  (149,529) 15,324
(214,201) (7,836)
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(LABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

43. HEEERTZLEER 43. BALANCES WITH GROUP COMPANIES

MR RARE RIEREER AR —REFEE
RETR BIEL 2 FERFFIT

Included in the following statement of financial position captions are
balances with group companies arising from transactions conducted

214

on normal commercial terms:

—T-——F —ZT—F
£5 Group 2012 2011
EAYERR A Rl 2 & 8R Balances with the holding company
BEFR Deposits from customers 45,332 8,942
B [F] R B A 5] 2 &k Balances with fellow subsidiaries
BEERMEMRE Advances and other accounts 26,120 9,728
XPEGER Deposits from customers 1,364,434 1,731,232
HERE RIER Other accounts and accruals 3,758 4,450
&EER Subordinated notes 43,908 43,123
=FB-=F —T——F
AT Company 2012 2011
el )R N o2 Balances with a subsidiary
RITHERR Bank balances 114,362 11,097

44 WAKBBRAERE

() BAEE

RtZA=1+—HEREAMRRBERERE
BRBABEEEZEARNEENT

44. CONTINGENT LIABILITIES AND COMMITMENTS

(@) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed

assets as at 31 December but not yet incurred is as follows:

—Eg—= —T——F
£H Group 2012 2011
EHEERELN 2R Expenditure authorised but
not contracted for 43,423 88,320
EEABRRERER X Expenditure contracted but
not provided for 153,073 130,126
196,496 218,446

AR T EEER AR |~ a4 I
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

44. FABBERAEAE @ 44, CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)

(Z) EE&RE (b) Credit commitments

REBEEABRINKEREFREEFZE/MIA The contract and credit risk weighted amounts of the Group’s off-

ARCEREEERBRMNESRERT balance sheet financial instruments that commit it to extend credit to

customers are as follows:

EREE
Contract amount

=F-=F —T—F

£ Group 2012 2011
HEEERER Direct credit substitutes 478,535 461,738
B 518 A IEE Transaction-related contingencies 507,025 247,862
B S KAEE Trade-related contingencies 1,759,318 1,781,429
AR B N /R T8 4t i AN 2 Commitments that are
unconditionally cancellable
without prior notice 52,779,971 50,057,972
H 3 dE Other commitments with an
[RASEARR /& - original maturity of:
—PR—F - under 1 year 5,604,862 3,109,602
——E R E -1 year and over 1,602,379 1,112,384
REATERR Forward forward deposits placed - 5,760

62,732,090 56,776,747

FERBINESE
Credit risk
weighted amount
—®-=F —T—F

£5 Group 2012 2011
SN B E SR Contingent liabilities and
commitments 2,589,868 1,338,349
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(LAEEEFThz5I7R)

44, HAREBBRAE @

(W) BEERZEE

ATDARAEBEIINEESERIFNEER
SHFAHMBEREEEEERZINEESE

(Expressed in thousands of Hong Kong dollars)

44. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)

(c) Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate the Group’s
trading and market-marking activities in Exchange Fund debts are as

?T%Ef%% : follows:
—E-—F —T——F
£E Group 2012 2011
HIEEBERSZZFE Trading securities 2,548,496 3,103,841
AIEHERS Available-for-sale securities 132,544 155
2,681,040 3,103,996

TRTBZEEGRER TIFRAESREE 23
BFES R EREREZREE

The carrying amounts of the non-government bonds pledged with
unrelated financial institutions under repurchase agreements and the
associated liabilities are as follows:

—EBE-—F —Z——%F
£H Group 2012 2011
O N2 HEBEE ¢ Assets pledged under repurchase
agreements:
Al EE Available-for-sale securities 256,838 428,356
2B S Held-to-maturity securities 51,970 37,896
BT ER R ERFIA Investments in securities
R 2 BHRE included in the loans and
receivables category - 65,655
308,808 531,907
HHEaE Associated liabilities:
HBE B KIERR Other accounts and accruals 295,955 504,411

BB cEFMERBRENA
MRREEREE

FERERZE

REEHZEER > AEBETEFER - HEsEKF
LA ERE S IMEEER 2 BHFMNEITANEER

i o

RFTIRIT

The fair value of the transferred securities and associated liabilities
approximate the carrying amount of the transferred securities.

The Group cannot use, sell or pledge the above securities for the
duration of the repurchase agreements and is exposed to the credit
risk of the issuers of the transferred securities.

SEARAR | —F— 45 I
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
44. RAREBBEREAE @ 44. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)
(T) R&EHERIE (d) Operating lease commitments
MAEBEAAEA BT BUBMELEHEEM Where a Group company is the lessee, the future minimum lease
MARRAL 7 HIEHESMRAAZENT ¢ payments under non-cancellable building operating leases are as
follows:
—E--F —T——F
£5 Group 2012 2011
—F RN Not later than 1 year 144,870 111,119
—FAEERF Later than 1 year and not
later than 5 years 253,485 130,749
HE Later than 5 years 58,161 78,946
456,516 320,814
MAEEALBAA IR BUEMEKLEHE M Where a Group company is the lessor, the future minimum lease
RARBZ N 2 HERENFHEERAT payments under non-cancellable building operating leases are as
follows:
=F-=F —T——F
58 Group 2012 2011
—F R Not later than 1 year 15,850 14,928
—FLARERSF Later than 1 year and not
later than 5 years 856 13,234

16,706 28,162
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(Expressed in thousands of Hong Kong dollars)

45. B 45. SHARE CAPITAL
—E—_—F —ZE——%F
2012 2011
SEERRA Authorised:
1,500,000,000 A% & i@ - 1,500,000,000 ordinary shares of
HREE1 BT HK$1 each 1,500,000 1,500,000
—E-C-F —T——F
2012 2011
el [N &S R
BRTRARKRA Issued and fully paid: Number of Share Number of Share
BER  SREE1ER Ordinary shares of HK$ 1 each shares capital shares capital
—A—H At 1 January 1,222,934,755 1,222,935 1,222,934,755 1,222,935
BRI EET 2R Issue of shares pursuant to
BT scrip dividend arrangement 28,436,350 28,436 = =
+=—A=+—H At 31 December 1,251,371,105 1,251,371 1,222,934,755 1,222,935

AARRBE=ZT——F+-_A=1+—HILFE
BERRERPE (2T ——FRHE ) ER0.20
BT W TIRREEE ARG BH T
—Z—FANAEBFEARAR ZEARE - ATUEL
KR 2 AR RFIEEITRMRBER SRS ([
BRESEED - UBRRBFEER=ZZT—=F
FAZT+HBBRAZRRBAFASERTIE -
N—ZZT——F+tARH - BRIEBUBRRBEEE
RS R%6.75 7% 0 2 B ER IR B D AR
BRREIN T ——FRPBE 2R R EREH
28,436,350 IR A A FIFT AR D o

BRAR RN RRET S ([ZRRESED - B
ZRRIERT B EITUAR - 2 (=T ——F : 62
%) RIHE AR EE 13,590,500 % (=T — —F
9,590,590 %) B REE 1 BT 2 ARARD * B
BRYBHEEREMORRITIRAL - BZtE
KB EZE——F+_A=+—H1E 47%H
(ZZ——%F : 4710) RIRELATREE 1,790,590 %
(ZZ——% 1,790,590 %) SR EE 1 B L2 A&
AR B R ENH -

AR T EEER AR | — T a4 I

The Company recommended the payment of a final dividend of
HK$0.20 per share for the year ended 31 December 2011 (“Final
Dividend 2011”), with an option to receive the newly issued and fully
paid shares in lieu of the cash dividend (the “Scrip Dividend Scheme”)
in respect of the individual shareholdings held in the Company on 4
June 2012 being the record date. The Scrip Dividend Scheme was
approved by the shareholders at the annual general meeting of the
Company held on 25 May 2012. On 5 July 2012, a total of 28,436,350
new shares of the Company under the Scrip Dividend Scheme were
allotted to the shareholders who elected to receive the scrip shares at
a conversion price of HK$6.75 per share in lieu of the Final Dividend
2011 paid in cash.

Pursuant to the Company’s Share Option Scheme (the “Scheme”),
92 (2011: 62) options to subscribe for 13,590,590 shares (2011:
9,590,590 shares) of HK$1 each of the Company had been granted
to certain Directors and senior executives of the Group since the
inception of the Scheme. Up to 31 December 2012 and since the
incorporation of the Scheme, 47 (2011: 47) options to subscribe
for 1,790,590 shares (2011: 1,790,590 shares) of HK$1 each of the
Company have lapsed or expired.
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45. BRZS ()

AENEEERBRITHABRAEZ BB A
AFRAKE ZBHIT

NOTES TO THE FINANCIAL STATEMENTS

B H5 Rk B et

(Expressed in thousands of Hong Kong dollars)

45. SHARE CAPITAL (Continued)

Movements in the number of the Company’s shares in the share
options held by directors and senior executives during the year are as
follows:

RREPROHEE
Number of shares
in the options

=B-=-F _—T—F
2012 2011
—H—H At 1 January 7,800,000 1,090,590
RERR T Granted during the year 4,000,000 7,800,000
RERE Bk KK Expired or lapsed during the year - (1,090,590)
+=—A=+—H At 31 December 11,800,000 7,800,000
R+ A=+—B{RETEZREEZES W Particulars of the outstanding options as at 31 December are as
T follows:
ARETROHE
AREE Number of shares
Number of options in the options
~F--F —FF —F-=F %
R¥ARITEE Date of grant and exercise price 2012 2011 2012 2011
—T—F+-A+=H" 12 December 2011, at an exercise
BIEERR9.25 T price of HK$9.25 per share 15 15 7,800,000 7,800,000
“E——F4+-A-+-H" 21 December 2012, at an exercise
BITFEESRS.2THEL price of HK$8.27 per share 30 - 4,000,000 -
45 15 11,800,000 7,800,000
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NOTES TO THE FINANCIAL STATEMENTS

(LABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

46. f#fE 46. RESERVES
WRBHER
fEEfRE REEMER HESH 2 BE
BHEE  HAHE  Premises Investment  EXEE  -KEE  Resenefor  REEA
Share Consolidation  Revaluation ~ Revaluation  Exchange General share-based  Retained &it
&8 Group Premium Reserve Reserve Reserve Reserve Reserve compensation  Eamings Total
ZE-ZE-B-B WA2H  At1January 2012, as previously reported 4,241,183 (220,986) 1,809,094 (834,743) 251,132 700,254 - 1,765624 13,718,158
IR NS - R Change in accounting policy - Adoption
BRSHERE12% 2687 of HKAS 12 amendment - - 3,295 - - - - 58,414 61,709
“5-~E-F-A WEF Balanceat 1 January 2012, as estated 4180 (0SBS) 1812389 T TR 0025 - TR0 13779867
AEERRAELESS  Fairvalue gains on revaluation of premises
ZDFENG and available-for-sale securities - - 03665 815,99 - - - - 1752653
AT ERERENE Fair value gains recognised in equity upon
ETETREUGEERA  reclassification of certain investment in securities
LERRER( included in the loans and receivables category
HEBRBINEREAET  tothe avallable-for-sale category - - - 54,601 - - - - 54,601
ATEBBALEREETH  Fair value loss realised and transferred to income
HEERINENHEAET  statement upon disposal of investments in
RENGURERIRAEEIE  securities included in the loans and receivables
BRl EFRERES category and held-to-maturity category which
REEENER were previously reclassified from the
available-for-sale category - - - 87,025 - - - - 87,025
ATESENEEATE  Fairvalue loss realised and transferred to income
HEERINENAEAE  statement upon impairment of investments in
ReElEEER 285 securities included in the loans and receivables
REAERZRRERE  category which were previously reclassffied
Yk from the available-for-sale category = = = 3,728 - - - - 3,723
HEAHHERS Disposal of avalable-for-sale securtes - - - (157%) - - - - (57%
EERREREAEEEE  Defored income tax asset released/liabilties
SEMERZETHEEE/  recognised on movements in premises
Rl BREREAE revaluation reserve and investment
(Hiia2) revaluation reserve (Note 42) - - 6T (14959 - - - - )
RNERENEY Revaluation reserve transferred to retained
EfERERRREN earnings for depreciation of premises - - (61849 - - - - 61,845 -
E[HERTETEMEE  Revaluation reserve realised on disposal
of premises - - (3,159) - - - - 3,15 -
REEMIBRAEHER  Exchange difference arising on translation of the
MERZE financial statements of foreign entities - - = = 28,040 = = = 28,040
MR [TIRIAEAZR  Provision for equity-setfled share-based
g compensation - - - - - - 130 - 130
EREA Profit for the year - - - - - - - 1410566 1410566
AR EA Issue of ordinary shares pursuant to scrip
Bz LERRG dividend arrangement 163,509 - - - - - - - 163509
Z3—ERERE 2011 final dividend - - - - - - - (244.587) (244,587
“T-—FhERe 2012 interim dividend - - - - - - - (100,110) (100,110
ZE-ZEFZA=f-B  At31 December 2012 4,404,692 (220,986) 2,619,372 98,643) 285,172 700,254 130 8954907 16,645,498
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

46. f#fE @) 46. RESERVES (continued)

EEERE REEHRE
RipE GABGB  Premses  Investment ErRGE —HRittE Ragi

Share  Consolidation ~ Revaluation ~ Revaluation ~ Exchange General Retained Aif
£8 Group Premium Reserve Reserve Reserve Reserve Reserve Eamnings Total
“E—F-F-0 WHEF A1 January 2011, as previously reported 4,241,183 (220,986) 1,328,869 (887,414) 138,836 700,254 7,004801 12,305,543
SR HE - Change i accounting policy - Adoption

EHEREAZ 1258 263]  of HKAS 12 amendment - - 3,306 - - - 43537 46,843
“5——F-F-B &) Balanceat 1 January 2011, as restated 4,241,183 (220986) 1,332,175 (887,414) 138,836 700,254 7048338 12,352,386
AEERRAENESS  Fairvalue gains on revaluation of premises

LATERS and available-for-sale securities - - 528,319 9,140 - - - 537,459
DFEEERUESREE  Fairvalue loss realised and transferred to income

UELERRINENSE statement upon disposal of investments in

BEFRENGUERRR  securities included in the loans and receivables

RENEERIZESRE  categoryand held-to-maturity category which

BERRERENER were previously reclassified from the

available-for-sale category = = = 36,054 = = = 36,004
HEFHLES S Disposal of avallable-for-sale securiies - - - (1847) - - - (1847)
EERRERKAERER  Defored income tax asset released/liabilties

REUMEEBIERE recognised on movements In premises

BE/IEIETHABE revaluation reserve and investment

(Fiza) revaluation reserve (Note 42) - - (23,160) 15,324 - - - (7,836)
REfEnEs Revaluation reserve transferred to retained

EfERERRREN eamings for depreciation of premises - - (24.945) - - - 24,945 -
AEENMELREERR  Exchange difference arising on translation of the

MEHZE financial statements of foreign entities - - - - 118,89 - - 118,89
ERa Profit for the year - - - - - - 1004 1,003,477
ZE-FERERE 2010 final dvidend - - - - - - (p4mer) (u4587)
“T—FhERs 2011 interim dividend - - - - - - (97,835) (97,839)
“T—FrZf=T-H  At31 December 2011 and

R=5--%-F-A at 1 January 2012 4,241,183 (220,986) 1,812,389 (834,743) 251,132 700,254 7,824,038 13,779,867
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(LAEEEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

46. f#E#E @) 46. RESERVES (continued)

222

it

(i)

AEBE 2 BBRITHBRARBNEERETL A%
FBREBMIBREER AN RERER
- EFREERBIANT AT BRITRGH R
NEBEERANZAMEERTE - REERHE
RRAKETRRZFHESR - BEREE
REFESERETHN  LERNERFHEEN
R o

R-ZZB—=—F+=-A=+—8 KHEITCEE
1,286,675,000/% 7T (—F ——4 : 1,158,201,000
BIL) 2 2 BIEREEREREEESRS — R
o REBEERBRAFTEE - RZ2T—F
+=A=1+—H ' L8 1931)FEETILA LR
BRAT 2 ZHEEHFEIRTR - 78 B HIRE
BF P E 4,279,000 2 ©REIEREE R ©

Note:
(i)

The Group’s Hong Kong banking subsidiaries are required to maintain
minimum impairment provisions in excess of those required under
HKFRS in the form of regulatory reserve. The regulatory reserve
is maintained to satisfy the provisions of the Hong Kong Banking
Ordinance and local regulatory requirements for prudential supervision
purposes. The regulatory reserve restricts the amount of reserves which
can be distributed to shareholders. Movements in the regulatory reserve
are made directly through equity reserve and in consultation with the
HKMA.

As at 31 December 2012, DSB has earmarked a regulatory reserve of
HK$1,286,675,000 (2011: HK$1,158,201,000) first against its general
reserve; and for any excess amount, the balance is earmarked against
its retained earnings. As at 31 December 2011, Mevas (1931) had also
earmarked a regulatory reserve of HK$4,279,000 in its retained earnings
when it was still operating as a licensed bank in the name of MEVAS
Bank Limited.

BUBR A A A
BROERER
BM 8%

Provision for

BB REEA equity-settled
Share Retained share-based &t
AT Company Premium Earnings compensation Total
—E—%—-HA—H At 1 January 2011 4,241,183 93,879 - 4,335,062
FEw A Profit for the year - 349,196 = 349,196
—E-TEREKRE 2010 final dividend = (244,587) = (244,587)
“E——FHHRE 2011 interim dividend - (97,835) - (97,835)
—E——%+=-A=1+—H At 31 December 2011 4,241,183 100,653 - 4,341,836
—T——F—H—H Wk At 1 January 2012, as above 4,241,183 100,653 - 4,341,836
FER A Profit for the year - 279,866 = 279,866
VAR % - PARR 17 1 A 2L FtE Provision for equity-settled
WM B share-based compensation - - 130 130
BARKSEEIRETZ Issue of ordinary shares pursuant
TR to scrip dividend arrangement 163,509 - - 163,509
T FREKE 2011 final dividend - (244,587) - (244,587)
T FRHERE 2012 interim dividend - (100,110) - (100,110)
—E-—&E+-A=+—H At 31 December 2012 4,404,692 35,822 130 4,440,644
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
47. FERERELERWT 47. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENTS
() HRREEEZ cEESNELE T (@) Reconciliation of operating profit after impairment
BREESRAFEHERER losses to net cash flows from operating activities
—E-CF —E——F
2012 2011
HRREERER 2 2& 5T Operating profit after impairment losses 983,626 797,192
SFRBMA Net interest income (2,204,393)  (1,919,234)
% 2 s Dividend income (11,392) (7,027
EXREEEREMEERE Loan impairment losses and
other credit provisions 143,681 181,082
e Depreciation 174,426 141,559
BV ERE  HEH Amortisation expenses of
intangible assets 4,563 14,553
R [ U1E 2 Bk aH) 5 88 Advances written off net of recoveries (205,772) (92,505)
VAR A 52 9 ARR 19 VB R 2R S 2 e 48 Provision for equity-settled
share-based compensation 130 -
EUH S Interest received 3,787,409 3,008,404
ERME Interest paid (1,350,835) (974,311)
BB Dividend received 40,838 28,877
LEAENRBEEYAI 2 EEEF Operating profit before changes in
operating assets and liabilities 1,362,281 1,178,590
HEEERBEZES Changes in operating assets and liabilities:
—RIEHABB=(AR 2 BAREHEFHR - money at call and short notice
with an original maturity beyond
three months 98,266 (288,266)
RE|B B BB =(E R 2 ERITHFR - placements with banks with an original
maturity beyond three months 2,421,465 (895,611)
—FEEERSGNES - trading securities (1,547,470) (406,479)
*ﬁiiﬁﬁlﬂ - derivative financial instruments (46,476) 240,751
—EENATEF=HEEEABREN - financial assets designated at fair
mﬁﬁ% value through profit or loss (14,749) (7,399)
—EFEX - advances to customers (8,077,164)  (9,885,045)
—HiARE - other accounts (927,445) (555,792)
—BREEERRERTIER 2 BHRE - investments in securities included
in the loans and receivables category 1,811,130 824,867
— [ EE - available-for-sale securities (1,981,232) (60,516)
—RE3 Hﬂ EH - held-to-maturity securities 1,141,473 720,350
— BT —HREGEE - loan to a jointly controlled entity 20,429 4,285
= fETﬂ_m - deposits from banks 261,117 860,956
—FEEERSMNERE - trading liabilities (767,158)  (1,655,691)
—BPEX - deposits from customers 4,567,134 16,088,326
—HmBRE kiR - other accounts and accruals 1,595,017 313,319
b SR Exchange adjustments (99,309) 60,427
RAETES (FTA),/RARBES Cash (absorbed by)/generated from
operating activities (182,691) 6,537,072
XA EBETHEREZHE Interest paid on certificates of
deposit issued (45,415) (61,716)
BHEBFEH Hong Kong profits tax paid (34,190) (196,978)
EREIMER Overseas tax paid (16,998) (12,394)
LEEE (TR, RARSFE Net (used in)/cash from operating
activities (279,294) 6,265,984
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
47. ZEBRESRELERMT @ 47. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENTS (continued)

(Z) EHEREEFERAN BHENERR (b) For the purposes of the cash flow statement, cash
cHEBREREEANAE=ZBADIN and cash equivalents comprise the following balances
TEHzTIES REEES(LE with maturity of three months or less from the date of
EARBRBETEREERERETRESY acquisition, deposits that are readily convertible to
BE2BER - known amount of cash and which are subject to an

insignificant risk of changes in value.

=F-=F —T——F

£5 Group 2012 2011
& RIERITHEER Cash and balances with banks 2,327,432 4,278,370
[REVEA B 72 = (8 A s bA ™ 2 A Kk 58 HATF 3K Money at call and short notice with an

original maturity within three months 10,955,818 7,338,181
JREVER B E =& A sk AN 2 EEERITHI IR Placements with banks with an original

maturity within three months 2,795,826 1,548,648
HIEEERZNES Trading securities 689,941 1,845,845

16,769,017 15,011,044

48. B AEER 48. LOANS TO OFFICERS
BREBNUEGIZE161BIE  ERTFRAAEZ Particulars of loans made to officers disclosed pursuant to section
BUEHENT 161B of the Hong Kong Companies Ordinance are as follows:
T=A=+—H#&&R FRERBSER
Balance outstanding Maximum balance
at 31 December during the year
—2-—F _—_T——F —B--f _T——%F
2012 2011 2012 2011
e kA B aEerERE Aggregate amount outstanding
in respect of principal
and interest 5,913 27,065 28,243 31,850
ERAE AR Aggregate amount outstanding
in respect of guarantees 651 8,149 651 8,149
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49. FREALZXRS

BEREALRZEALARNERIEEESS
— 77 S E - TEELYBREERRTET
EERTES - WEHEMTRALZEHKRZES
FHAEATER  REALTFRRE/SEEEA
4

REZE——FR—T——F  AEEEFREA
ITEREASEZEZERAR  REMBAFE - 2k
RAZBERAEFTERIEEEFHIEFEAY
BN RRETZAR S - NRABIBILIFAITE
EEREASE 2 MBEHRRE - EHZFWTI
A (F)BRARBRFEEME X FHETER -
ZEEERBEBBAMBRAERE 2AMH - 7
REMBHBEMEZLRZDHIRBAEEZ ERE
% BRHE - —RERGHREN  RATFE
BERMFEANRRBIREENEHET -

HABBEALTZERRZSIT :

() RERAFREZMBLTNRZ

AARIREBEZEWB AR FREZER AR R
RAMB ARSI ZIHFERER S (EEALEH
BERSGAERARZES EMAA( EfmARR]
F1AANAR) WEBIREE T Z WA RZH °
RERGZBRERBANFEIRE EMARANE
14A.35(2) EX M 14A.36(1)EX » RNV ASEE 2 F
ELER -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

49. RELATED-PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to
common control or common significant influence.

During 2012 and 2011, the Group entered into various transactions
with related parties including the holding company, fellow subsidiaries
of the Group, companies directly or indirectly controlled or
significantly influenced by the shareholders or directors of the holding
company. These, as described in Note (a) below and being continuing
connected transactions, had been reviewed by the Company’s
independent non-executive directors in their review of the financial
statements of the Group. Based on their review and enquiry with
management, the Company’s independent non-executive directors
were satisfied that all of the continuing connected transactions
were conducted in the ordinary and usual course of business of the
Group, on normal commercial terms, and in accordance with relevant
agreements on terms that are fair and reasonable and in the interests
of the shareholders of the Company as a whole.

Details of the significant related party transactions are as follows:

(@) Transactions with the holding company and fellow
subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from the
continuing connected transactions (within the definition of Rule
14A.14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)) entered into
with the holding company and fellow subsidiaries during the year. The
aggregate values of these transactions are within or consistent with
the respective annual caps applicable to the Group pursuant to Rules
14A.35(2) and 14A.36(1) of the Listing Rules.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

49. FREALTZRZ @® 49. RELATED-PARTY TRANSACTIONS (Continued)

(FF) HERARREBZREATNRS (@) (@) Transactions with the holding company and fellow

subsidiaries (Continued)
RE W KB AR BIEAFRT - BBH(1931) Income or expense arising from transactions involving subsidiaries,
SRR ERT RS S£EWBAREERESR namely DSB, Mevas (1931), BCM and another subsidiary of the
RAR([HE RS ZWAKZHEE2HAT Group, Vanishing Border Investment Services Limited (“VB”) are as
follows:

=F-=F —T——F

58 Group 2012 2011
BFE (GE () Interest paid (Note (i)) (12,348) (10,687)
BERITFE S (FE () Bank charges received (Note (i)) 5,739 6,219
BEliHeREEAEEEERAXT Rentals and related building
(£ (i) management fee and
charges received (Note (ii)) 14,528 12,539
ENHEEREERAEEREE Rentals and related building
Rz (R i) management fee and
charges paid (Note (iii)) (5,422) (5,422)
BWEER (7 (iv) Management fees received (Note (iv)) 17,009 16,315
BUURBRAE (5 (v) Insurance commission received (Note (v)) 68,908 40,934
BEARMRBIRE (G (vi) Insurance premiums paid (Note (vi)) (14,577) (13,112
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49. BEREATZRE @)
() HERARARRZMEBARNRS (&)

() IREAZERAFLARMBELRREERRE
B AR B A BEARRITIRTS

ERFETIARAR=HBITHEAR - KHR
17 2931 (R=ZE—=F+—A=+=H
RIER ARTT) RORPIRERITHEZIERA R K
RAMBREZEROFE I - FRZEFRE
EREVHS Eat 2 ffAFE43 ©

RFTIRIT ~ B (1931) RRPIHERITRIRHE
RRITRTY - BRXZSAE  BBER  XER
RITEHEP - ERREPRIE - BAHASZR
BERAB([RFAT] ZBEERRRIEE
BE  WIRITTFEE - FREXEAE 5898
Bk XERFHREEP ZRITIRT © THIZIRIRAER
B R E ARG RARIR IE B RSUA TR T RS
BEAMEF P Z AR AR T ERAR REEA
SEMBE AR ZERHEAR (58 [ R e R
B ) - ERREPRIE R L ERRLERE
ERBEAOY BRTSRERKTRTAS -
ERREPRIEZIZEMHEBHILEETEFY
HEARLEE 2 RITHE A R A AEEBA T IAL
IF - REEBEAH S EBER 2 BEERARLH
REMERAIBERN T T IPRANEAER
BAT AR © FTAZSRITRIGAEIEE KR
TERBEEFHMEN - B - AREEAHE
BRI RITREE - THIRFEEE F M - &
SERAHEMEBREZFRITRG - ©A%
B AT BRER B F RIT ARG M E RRE Bz A
WA -

P e

NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

49.
(a)

Note:
(i)

RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Arising from the extension of credit facilities and provision of deposit
taking and other standard banking services to the holding company and
fellow subsidiaries

Interest was paid by three banking subsidiaries, namely DSB, Mevas
(1931), which ceased to be a bank with effect from 22 November 2012,
and BCM, on deposits received from the holding company and fellow
subsidiaries. The balances of deposits outstanding as at the end of the
year are set out in Note 43 above.

Bank charges were levied by DSB, Mevas (1931) and BCM on the
provision of standard banking services including cheque clearing,
autopay, cheque and deposit bank accounts, credit card merchant
facilities, co-branded credit cards in respect of Dah Sing Life
Assurance Company Limited (“DSLA”) and investment dealing. The
banking services in respect of cheque clearing, autopay, cheque and
deposit accounts are provided to the holding company and fellow
subsidiaries not being subsidiaries of the Group (collectively the “DSFH
Group”) in the same way as they are provided to other customers of
the Group under standard account opening and other forms and on
normal commercial terms. The credit card merchant facilities and co-
brand credit card arrangements are provided to DSLA under normal
commercial contracts and are at market standard. The standard
market practice for credit card merchant facilities is not to provide for
a fixed term, but to allow for termination at the option of the banking
subsidiaries of the Group by giving written notice. The co-brand credit
card arrangements between the Group and the DSFH Group can be
terminated after the first two years by either party giving not less than
six months’ notice in writing. All such banking services, by their nature,
are not normally provided for a fixed term. Accordingly, the banking
arrangement between the Group and the DSFH Group are not for a fixed
term. The provision of such banking services by the Group to the DSFH
Group enables the Group to earn reasonable income consistent with the
nature and types of the banking services.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
49. FREALTZRZ @® 49. RELATED-PARTY TRANSACTIONS (continued)
(FF) HERARREBZREATNRS (@) (@) Transactions with the holding company and fellow
subsidiaries (Continued)
7T (8) Note: (Continued)
(i)  KRFRBRY - AFRBRARIE - KFFAZRAM (i)  Lease and sub-lease of properties between DSIS, DSIA, DSLA and MIC
REBFAFIRIT - B RORFIRERITRIZEE and DSB, VB and BCM
R
RFR1T - BPIEERTREEEHER DS DSB, BCM and VB have leased and sub-leased certain of their owned
TEELRHEETATERERZKE AR and rented properties to members of the DSFH Group, namely Dah
BNR# iR R BBR A A ([ RFRBERRSE]) ~ K Sing Insurance Services Limited (“DSIS”), Dah Sing Insurance Agency
FiRBAREBEARAE ([ RFHRERE]D - KFA Limited (“DSIA”), DSLA and Macau Insurance Company Limited (“MIC”)
SRR AR AR (CRPIRE D EERHAE as their office premises. DSB, BCM and VB received from DSIS, DSIA,
B o K¥RTT  RPIEERTREBIRFIES DSLA and MIC the lease rentals, and air-conditioning charges, building
ZEBRKAKRES AR AEEEERE management charges and other utilities charges based on the actual
MAFEEER - Rl 2HERDSHBRERYIN amount of costs incurred. The following table summarises the leases and
T © sub-leases that have been entered into.
SRH¢
(FEEEEE
RAKEEZH)
Monthly rent
(exclusive of
X% A% ARG HEHKR BE2NE management fees
Transaction date Contracting parties Term of lease Property subject to lease and utility charges)
—Z-TF KRR TANRRERS —2—4%—A—HZ BRI ARSES0RAEAET/\BRE -
+=R=+H ZT=HTZA=1+—H AnREREAER14426 THR
30 Dec 2010 DSB leased to DSIS 1 Jan 2011-31 Dec 2013 The whole of the 18/F, Island Place Tower, 510 King’s Road, North Point, ~ HK$447,206

Hong Kong with a lettable floor area of 14,426 square feet

—E2-TF AMBAETAIRERSE —F——F-A—-H% BEAE - HERHEE - IHAREAERS5838TAR ©
+ZA=+H —T-=%+-A=t-H
30 Dec 2010 DSB leased to DSIS 1Jan 2011-31 Dec 2013 A portion of the 20/F., Island Place Tower with a lettable floor area HK$192,654
of 5,838 square feet
—T-TF AHABTRTAFTRRRE —F—4—F—HZ BEAE - HEDHEE - IHARERER2,186TAR ©
+=A=+H —T-=%+-A=t-H
30 Dec 2010 DSB leased to DSIA 1Jan 2011 to 31 Dec 2013 A portion of the 20/F., Island Place Tower with a lettable floor area HK$65,580

of 2,186 square feet
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
49. BEHEALTZRE @ 49. RELATED-PARTY TRANSACTIONS (Continued)
() BER AT REZMEATNRK S @ (@) Transactions with the holding company and fellow
subsidiaries (Continued)
7T (8) Note: (Continued)
(i) RFIRE RS « REFTRBRARIE - KT AS NRP (if) Lease and sub-lease of properties between DSIS, DSIA, DSLA and MIC
REBFAFIRIT - B RORFIERITHZEE and DSB, VB and BCM (Continued)
Fo 8t ()
BRHES
(TREEEE
RAEEXE)
Monthly rent
(exclusive of
XZAH AINE HERR HE2NE management fees
Transaction date Contracting parties Term of lease Property subject to lease and utility charges)
—E-ZF BERFAMAS “Z——%-f-HZ% RERIIRYIE R 01504 EBHETE - BEAEEA132FHK o
+=R=+H “Z-=F+-A=1-H
30 Dec 2010 VB leased to DSLA 1Jan 2011 to 31 Dec 2013 A portion of Room 1504 of Shenzhen Development Centre, Shenzhen, HK$7,876

People’s Republic of China, with a gross floor area of 132 square metres

—E-ZF RIRITHET “ZENFTZA—RZE BEEFELITEB18F A ERPO=T=BHHEE -
+ZA=+H AHRE MR “2——%+—-A=tH AHAEAEER04 TR ©
(R=Z—%NA—H
RELIL)
30 Dec 2010 DSB sub-leased to DSIS 1 Dec 2009 to 30 Nov 2012 A portion of 33/F., Dah Sing Financial Centre, 108 Gloucester Road, HK$20,355

(early terminated effective ~ Wanchai, Hong Kong with a lettable area of 604 square feet
on 1 Sep 2011)

—Z-TF RAEERTHETRMRE —2—F—A—A% RPIRPIEERTAR TR T—122E
+=ZA=FAH 2= TZA=t-H OHEBEEEAR24THK
30 Dec 2010 BCM leased to MIC 1Jan 2011 to 31 Dec 2013 The whole of the 10/F. and 11/F., BCM Building, Macau with a total MOP123,000

lettable floor area of 924 square metres

—E-CF RETRITHET “Z-—fMA=HAZE BEAETNMERSEE - AIHEEEA5919FAR
MA=A AHRE MR “2-=%+ZRA=t—H
3 Apr 2012 DSB leased to DSIS 3 Apr2012 to 31 Dec 2013 A portion of the 19/F., Island Place Tower with a lettable floor area HK$207,165
of 5,919 square feet
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(Expressed in thousands of Hong Kong dollars)

49. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)
(iii) Leaseback of property by DSB from DSLA

As disclosed in the Company’s announcement dated 30 December
2010, a lease agreement has been entered into by DSB with DSLA on
30 December 2010 pursuant to which DSB has leased from DSLA a
portion of Flat A on Basement and Portion AA on Ground Floor of Thai
Kong Building, No. 482 Hennessy Road, Hong Kong with a lettable floor
area of 2,340 square feet at a monthly rent of HK$450,000 exclusive of
management fees, government rates, electricity service charges and
air-conditioning charges for a term of three years commencing on 28
December 2010 and ending on 27 December 2013.

(iv)  Computer and Administrative Services Agreement with DSFH

On 30 December 2010, DSB (and its subsidiaries including BCM) entered
into a computer and administrative services agreement with DSFH. The
services agreement was for a fixed term of three years with effect from 1
January 2011.

Pursuant to the services agreement, DSB has agreed to provide
members of the DSFH Group with certain computer and administrative
services. These services principally consist of the following:

o computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

o administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

o secondment of, and provision of services by, staff to the DSFH
Group (collectively, the “Services”).

With the stronger pool of resources and functional expertise of DSB
which historically has been operating to provide administrative and
computer services to other companies within the DSFH Group on a cost-
recovery basis, the provision of the Services to the DSFH Group at a
fee enables the Group to continue to expand its scale and operational
capabilities while costs incurred by the Group in providing the Services
are recovered from the DSFH Group.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

49.

(a)

RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

V)

Distribution and Agency Agreements with DSIS, DSIA, MIC and MLIC

On 30 December 2010, DSIS and DSIA entered into distribution
agreements and underlying agency agreements with each of DSB and
Mevas (1931) and MIC and Macau Life Insurance Company Limited
(“MLIC”) entered into distribution agreements and underlying agency
agreements with BCM for the marketing and distribution of life and
general insurance products through their branch networks for a fixed
term of three years with effect from 1 January 2011. The agreements
entered into by Mevas (1931) were terminated effective 30 June 2012.

Pursuant to the distribution agreements entered into by DSIS with each
of DSB and Mevas (1931) (the “DSIS Distribution Agreements”), DSB and
Mevas (1931) will market and distribute such life assurance products
as agreed between the parties from time to time for the DSFH Group
through their respective branch networks.

Pursuant to the DSIS Distribution Agreements, each of DSB and Mevas
(1931) has entered into an agency agreement with DSIS (the “DSIS
Agency Agreements”) in respect of the sale of life assurance policies
in return for commission payments as agreed between the parties
from time to time. Under the terms of the DSIS Agency Agreements,
the commission payable by DSIS to each of DSB and Mevas (1931)
in respect of such life assurance products shall vary, depending on
the product type, between 0.1% and 50% of the first year’s premium
received, plus up to 24% of the renewal premiums in respect of certain
policies.

Pursuant to the distribution agreements entered into by DSIA with each
of DSB and Mevas (1931) (the “DSIA Distribution Agreements”), DSB and
Mevas (1931) will market and distribute such general insurance and life
assurance products as agreed between the parties from time to time for
the DSFH Group through their respective branch networks.
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(Expressed in thousands of Hong Kong dollars)

49. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)
(v) Distribution and Agency Agreements with DSIS, DSIA, MIC and MLIC
(Continued)

Pursuant to the DSIA Distribution Agreements, each of DSB and Mevas
(1931) has entered into an agency agreement with DSIA (the “DSIA
Agency Agreements”) in respect of the sale of certain general insurance
and life assurance products in return for commission payments, as
agreed between the parties from time to time. Under the terms of the
DSIA Agency Agreements, the commission payable by DSIA to each of
DSB and Mevas (1931) in respect of:

(1) general insurance products shall vary, depending on the product
type, between 1% and 30% of each year’s premium received in
respect of a new or renewal policy; and

) life assurance products shall vary, depending on the product type,
between 0.1% and 50% of the first year’s premium received, plus
up to 24% of the renewal premiums in respect of certain policies.

Pursuant to the distribution agreement entered into by MLIC with BCM
(the “MLIC Distribution Agreement”), BCM will market and distribute
such life assurance products as agreed between the parties from time to
time for MLIC through its branch network.

Pursuant to the MLIC Distribution Agreement, BCM has entered into an
agency agreement with MLIC (the “MLIC Agency Agreement”) in respect
of the sale of life assurance policies in return for commission payments
as agreed between the parties from time to time. Under the terms of
the MLIC Agency Agreement, the commission payable by MLIC to BCM
in respect of such life assurance products shall vary, depending on
the product type, between 0.5% and 40% of the first year’s premium
received.

Pursuant to the distribution agreement entered into by MIC with BCM
(the “MIC Distribution Agreement”), BCM will market and distribute such
general insurance products of MIC as are agreed between the parties
from time to time through its branch network.

Pursuant to the MIC Distribution Agreement, BCM has entered into an
agency agreement with MIC (the “MIC Agency Agreement”) in respect
of the sale of general insurance products in return for commission
payments, as agreed between the parties from time to time. Under the
terms of the MIC Agency Agreement, the commission payable by MIC
to BCM in respect of general insurance products shall vary, depending
on the product type, between 10% and 50% of each year’s premium
received in respect of new or renewal policies.
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(Expressed in thousands of Hong Kong dollars)

49.

(a)

RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

V)

(Vi)

Distribution and Agency Agreements with DSIS, DSIA, MIC and MLIC
(Continued)

In respect of each of the DSIS, DSIA, MLIC and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSIS and DSIA
shall each reimburse or pay on behalf of each of DSB and Mevas (1931),
and MLIC and MIC shall each reimburse or pay on behalf of BCM, agreed
expenses including the registration fees for licences for the bank staff to
sell insurance, sales incentives, marketing expenses and other costs and
expenses related to the performance of the Distribution Agreements.

The distribution and agency arrangements described above, including
the commission rates set out in the various sets of Distribution
Agreements and Agency Agreements, are consistent with normal
arrangements between banks and insurance companies in the Hong
Kong and Macau markets, and will provide the Group with insurance
products and services to be offered to the customers of the banking
subsidiaries of the Group. The distribution of different types of insurance
products through the respective bank branch networks of DSB, Mevas
(1931) and BCM in return for a commission income to be paid by the
DSFH Group will also produce fee income which will be of benefit to the
Group.

Insurance services provided by DSI, DSI(1976), DSLA, MIC and MLIC

The insurance policies underwritten by Dah Sing Insurance Company
Limited (“DSI1”), Dah Sing Insurance Company (1976) Limited
(“DSI(1976)”) and MIC in the name, and for the benefit, of DSB and
other members of the Group and their respective customers are subject
to renewal annually. The group life assurance policies underwritten by
DSLA and MLIC in relation to the provision of insurance cover for the
death and/or critical illness of the employees of DSB and other members
of the Group are subject to renewal annually.

DSI and DSI(1976) underwrites general insurance policies in the
name, and for the benefit, of DSB and other members of the Group
and their respective customers including policies covering domestic
motor, property all risks, public liability, money, electronic equipment,
employees’ compensation and group personal accident. Such policies
are subject to renewal annually.
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49. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)
(vi)  Insurance services provided by DSI, DSI(1976), DSLA, MIC and MLIC
(Continued)

DSLA underwrites insurance policies to cover the death and/or critical
illness of certain borrowing customers of DSB and Mevas (1931) and
employees of DSB and Mevas (1931) and other members of the Group.
The provision of the insurance cover for customers is set out in the
terms and conditions of the relevant bank borrowing arrangement.
Such policies can be terminated within two months in the event of non-
payment of premiums. MIC underwrites insurance policies in the name,
and for the benefit, of BCM and its customers including policies covering
medical, personal accident, employees’ compensation, motor fleet,
properties, civil liability and money. Such policies are subject to renewal
annually.

MLIC underwrites life insurance policies to cover the death and/or critical
illness of BCM’s pension plan members and such policies are subject to
renewal annually.

The premiums payable under such insurance policies are payable
in arrears on a monthly basis and are calculated by reference to the
outstanding credit balances in respect of each of the products to which
they relate.

The insurance policies are procured by the Group to enable certain of
the Company’s subsidiaries, namely DSB, Mevas (1931) and BCM, to
comply with relevant regulatory requirements in reducing the risks to the
Group’s assets, businesses and operations and/or to provide additional
services to the Group’s customers. In addition, the Directors consider
that the insurance services by DSI, DSI(1976), DSLA, MIC and MLIC
are effective and the fees proposed by DSI, DSI(1976), DSLA, MIC and
MLIC respectively are comparable to those offered by other insurance
companies in the market.

On 30 December 2010, the Company entered into a cooperation
agreement with DSFH pursuant to which members of the DSFH Group
will provide insurance services to DSB and other members of the Group.
The agreement is for a fixed term of three years with effect from 1
January 2011 and ending on 31 December 2013.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
49. BREEALTZRZ @) 49. RELATED-PARTY TRANSACTIONS (Continued)
() EEEEAE (b) Key management personnel
() HBHEBERFEEEASZEARGL () Material transactions and balances with directors and key
B A management personnel
AREBRMAEBEFTEEEAES  HEHEN The Group provides credit facilities to, and takes deposits from
Hel SR HpriE s EIR B =EERG the Group’s key management personnel, their close family
RWEEHR BE+_A=+—HL®F members and entities controlled by them. For the year ended 31
B REBEZESOT : December, the following balances were outstanding:
—E2--F —=T——F
&5 Group 2012 2011
BB Loans and advances 4,958 11,073
TR Deposits 185,300 379,852
REVA 2 EF0E Undrawn commitments 2,595 2,538
iR Guarantee 502 502
FRNEREBRZ H=EE Maximum aggregate amount of loans
and advances during the year 11,060 11,641
(i) FEEEAEHzE (i) Remuneration of key management personnel
AATBETEEBAE AHITES - HRH Key management personnel of the Company are executive
EBREERZINHTE12 directors and their remunerations are included under Note 12.
(A) HEZEQAARAREFEBZRER (c) Transactions and balances with associate and jointly
F=353 controlled entity
FR AEBKE AEEQAERIRT During the year, the Group received from Bank of Chonggqing,
24,540,000 o1 ( — & — — 4 : 24,278,000/ an associate, dividend income of HK$24,540,000 (2011:
T)IREWA - £R - REFBRS —HREHFT HK$24,278,000). During the year, the Group received deposits
BIEMETAERARZER MER-Z——4F from Bank Consortium Trust Company Limited, a jointly controlled
+ A=+ —BHEHE# 54,313,000 T (= entity and as at 31 December 2012, the balance of deposit was
T ——14F ; 82,236,000/87T) - NEE MR HK$4,313,000 (2011: HK$82,236,000). The Group also provided
BT HRAEHEEREIERAER AR » TR credit facilities to Bank Consortium Holding Limited, a jointly
F A% 109,0008 7T (ZZF——4F : 196,000 controlled entity and received interest income of HK$109,000 (2011:
T)ZHBEWA - ZEEHEER-_Z——F32H HK$196,000) during the year. The credit facilities had been fully
HE(R-_E—F+-_A=+—H ' ZEzEA repaid in 2012 (the balance outstanding under the facilities as at 31
20,429,000 75 7T) ° December 2011 was HK$20,429,000).
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(Expressed in thousands of Hong Kong dollars)

50. SHARE-BASED COMPENSATION PLANS

Share-based compensation, pursuant to the Company’s Share Option
Scheme (the “DSBG Scheme”) and the Share Option Scheme of its
holding company, Dah Sing Financial Holdings Limited (the “DSFH
Scheme”), is available to directors and senior executives of the
Group. Details of the share-based compensation paid to directors are
disclosed in Note 12.

(@) DSBG Scheme

The Company issues to certain directors and employees of its
subsidiaries share options on terms that allow the Company the
choice of making cash payments, determined based on the intrinsic
value of each share option, instead of allotting newly issued shares to
the directors or employees at the date of exercise. The Company has
the intention to adopt cash settlement practice in respect of the share
options granted prior to year 2012. For share option issued in 2012,
the Company has the intention to settle its obligations by issuing new
shares.

The share options are granted in accordance with the terms and
conditions of the DSBG Scheme. The exercise price per option share
is concluded by the Nomination and Remuneration Committee on
behalf of the Board of the Company on the basis no less exacting than
the requirement set out in Rule 17.03(9) of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(“SEHK”) and is determined as no less than the highest of (i) the
closing price of the Company’s shares traded on the SEHK on the
date of grant; (ii) the average closing price of the Company’s shares
for the five trading days immediately preceding the date of grant; and
(i) the nominal value of the Company’s shares of HK$1 each in the
capital in issue. The exercise period is between the first and sixth
anniversaries from the date of grant.

(b) DSFH Scheme

DSFH issues to certain directors and employees of its subsidiaries
share options on terms that allow DSFH the choice of making cash
payments, determined based on the intrinsic value of each share
option, instead of allotting newly issued shares to the directors or
employees at the date of exercise. DSFH has adopted the cash
settlement practice and intends to continue this practice in respect of
the existing share options issued.
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50. SHARE-BASED COMPENSATION PLANS (continued)
(b) DSFH Scheme (Continued)

The share options are granted in accordance with the terms and
conditions of the new Share Option Scheme approved by the
shareholders of DSFH on 28 April 2005. The exercise price per option
share is concluded by the Nomination and Remuneration Committee
on behalf of the Board of DSFH on the basis no less exacting than the
requirement set out in Rule 17.03(9) of the Rules Governing the Listing
of Securities on the SEHK and is determined as no less than the
highest of (i) the closing price of DSFH’s shares traded on the SEHK
on the date of grant; (ii) the average closing price of DSFH’s shares for
the five trading days immediately preceding the date of grant; and (iii)
the nominal value of DSFH shares of HK$2 each in the capital in issue.
The exercise period is between the first and sixth anniversaries from
the date of grant.

With respect to the cash-settled options granted under the two share
option schemes described above, the Group has recorded liabilities
of HK$7,598,000 (2011: HK$476,000) in respect of the fair value of
the share options at the reporting date. These do not include cost
separately borne by DSFH as stated under note (iv) below. The fair
value is determined by using the Trinomial Option Pricing Model, and
based on the major assumptions set out in the following tables.

With respect to the equity-settled options granted under the DSBG
Scheme described above, the fair value is determined by using the
Trinomial Option Pricing Model at the date when the options are
granted, and based on the major assumptions set out in the following
tables.

RIWHFRANERZZABRDABEBR R 2 X Share-based compensation charged to/(reversed from) income
it (E#) statement
=F-=F —T—F
2012 2011
LARR #E =2 A5F 2 SRR Equity-settled options 130 =
LAIR & 45 2 SRR Cash-settled options 7,122 (13,467)
CEH Total 7,252 (13,467)
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NOTES TO THE FINANCIAL STATEMENTS

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
50. URBHEBRBEME @ 50. SHARE-BASED COMPENSATION PLANS (continued)
ZERTERDRSENEE ZRRER=ZF The total intrinsic value of the share options for which the grantees’
——F+_A=t+—HATERSEE( = —— right to receive cash on a vested basis as of 31 December 2012 is nil
FmE) o (2011: Nil).
MAZTEAPETEER ZEENT ¢ The inputs into the Trinomial Option Pricing Model are as follows:
AFBRITRE S
DSBG Scheme
—E-—F %
2012 2011

—E--F —E—-F —E——F
+=A=+-B t+=A+=H +=A+Z=H
DR RS A NBRE X B

BT H Grant date 21 Dec 2012 12 Dec 2011 12 Dec 2011
XHAR Settlement method Equity-settled ~ Cash-settled ~ Cash-settled
ARAET B (CARES ) ok Share price of the Company as at grant

REZA=+—H(UBRLZM) date (for equity-settled) or 31 December

2B (BT (for cash-settled) (HK$) 8.27 8.43 6.63
1B (Bm) Exercise price (HK$) 8.27 9.25 9.25
TEEHRE (35 () Expected volatility (Note (i)) 38.84% 38.79% 43.55%
FH(F) Time to maturity (years) <6 <5 <6
A B (5 (i) Risk free rate (Note (ii)) 0.41% 0.32% 1.11%
TEETAR S (5 (iif) Expected dividend rate (Note (iii)) 3.42% 3.20% 1.54%
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(Expressed in thousands of Hong Kong dollars)

(LAEEEFThz5I7R)

50. BARGBERBFHE w0 50. SHARE-BASED COMPENSATION PLANS (Continued)

AFEREE
DSFH Scheme
—E-—fF —T——F(gEY)
2012 2011 (Restated)
—B-Cf 2% “EBtE “T——F ZTTLF
t=A=t-B +ZBt+=H AAZ=+NB FTZA+ZHE AAZTNH
RS RS X NRE XM MRS T NBREZM
(& (iv) (& (iv)) (& (iv))
B¥H Grant date 21 Dec 2012 12 Dec 2011 28 Sep 2007 12 Dec 2011 28 Sep 2007
AR Settlement method Cash-settled ~ Cash-settled  Cash-settled ~ Cash-settled  Cash-settled
(Note (iv)) (Note (iv)) (Note (iv))
AFEBA+T—A=1t—H Share price of DSFH as
ZRE(BTT) at 31 December (HK$) 34.95 34.95 34.95 23.25 23.25
1768 (87T) Exercise price (HK$) 33.25 40.00 59.28 40.00 59.28
DR IE (G () Expected volatility (Note (i) 45.15% 45.15% 45.15% 48.01% 48.01%
FH(F) Time to maturity (years) <6 <5 <1 <6 <2
R (X (i) Risk free rate (Note (ii) 0.39% 0.32% 0.07% 1.11% 0.33%
TR B (7 (i) Expected dividend rate (Note (i) ~ 3.25% 3.25% 3.25% 1.66% 1.66%
5 Note:

() TEHREISZRERGERZABE—FAATF
RAFh & BN RE R KRB E - WRRBE
AARRAFCRREZRE - B ERBRABR
2 FHANZFEARE - WESAHER -

iy ERRIERABEFHZEBINEESEE I

\/\Lré o

B

(i) TEARREXTVIRBEREME] ©

(iv) ZERBREZHBERRRIANEEAE-
R & & E 5t & RARE#E R 1,168,000 7T (=
T ——4 : 37,0004 7T ) B & &K= RER
1,131,000 70 (=ZF ——4F : 37,00047T) ) °

@)

(i)

Expected volatility is determined by calculating the historical volatility
of the share price of the Company and DSFH, as applicable, during the
one year period immediately preceding the measurement date and is
based on the assumption that there is no material difference between
the expected volatility over the time to maturity of the options and the
historical volatility of the share prices of the Company and DSFH as set
out above.

Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity.

Expected dividend rates are based on historical dividends.

The cost of these options is borne by the holding company, DSFH. DSFH
has recorded liabilities of HK$1,168,000 (2011: HK$37,000) and a charge
to income statement of HK$1,131,000 (2011: HK$37,000) for these
options.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

50. UM AEREBZMEE @
BT 2 RS R M E T TEE 2 EEn

50. SHARE-BASED COMPENSATION PLANS (Continued)

Movements in the number of share options granted and their related

N weighted average exercise prices are as follows:
%t LY KA ERH
DSBG Scheme DSFH Scheme
z§-cf £ z%-cf “E——E(iE5)
2012 2011 2012 2011 (Restated)
RTTERE RTWEE RTARE RFHEE

KHBTEE nETH  AEGEE TER KSR g AHER MnErs
A fife@ ARET 11t AR it Al 1168
Rt#A (%7) Rih%E (&) Bt#A (%7) Rir% A (B7)

240

Number of Weighted Number of Weighted Number of Weighted Number of Weighted

DSBG shares average  DSBG shares average  DSFH shares average  DSFH shares average

in share exercise in share exercise in share exercise in share exercise

options price options price options price options price

granted (HKS) granted (HKS) granted (HKS) granted (HKS)

-A-A At 1 January 7,800,000 9.25 1,090,590 14.63 458,950 48.78 2,194,005 5042
& Granted 4,000,000 8.27 7,800,000 9.25 150,000 33.25 250,000 40.00
BRM Lapsed - - (259,665) 17.18 - - - -
BiTR Exercised - - - - - - - -
B8 Expired - - (830,925) 13.84 - - (1,985,055) 4949
TZA=1-H At 31 December 11,800,000 8.92 7,800,000 9.25 608,950 44.95 458,950 4878
TZR=t-AWfiE Exercisable at 31 December 1,560,000 9.25 - - 258,950 55.55 167,160 50.28

KRN -B——F+-A=+—BRTEZR
BEZITEEN T827TBLE92BL(ZF
——%F :9.25%7) « REMBEFHFEBRE LT
FHA5.30F (2T ——F : 5.95F) - @HRASE
EESERSHRTRASABEAZAHS S @R
f&#E  RZEBE——F+-A=1+—HRTIEZK
e mMRRE 2 {TEE N T33.2548 T £59.28
B (ZF ——F : /2 F40.00/% T £ 59.28 %
TL)  REMBEFHFEIBREHNITERAS 764 (=
T——1F 1 4.045F) -

RERZ T ZARRIZRABAE - HFRE R
MZRBEZ NMEFHATER23BBL(ZE
——F :1.87HL) c RFRAAFMERE T 2R
IR T RE — AR HD 2 R 2 IETHATAE
B10.798 L (ZF——%F : 6.2187L) °

AR T EEER AR | — T a4 I

The Company’s share options outstanding as of 31 December 2012
have exercise prices in the range of HK$8.27 to HK$9.25 (2011:
HK$9.25), and a weighted average remaining contractual life of 5.30
years (2011: 5.95 years). In respect of directors and senior executives
of the Group, their applicable DSFH’s share options outstanding as
of 31 December 2012 have exercise prices in the range of HK$33.25
to HK$59.28 (2011: HK$40.00 to HK$59.28), and a weighted average
remaining contractual life of 3.76 years (2011: 4.04 years).

The Company’s share options granted during the year had a weighted
average fair value of HK$2.33 per option to purchase a share (2011:
HK$1.87). DSFH’s share options granted during the year had a
weighted average fair value of HK$10.79 per option to purchase a
share (2011: HK$6.21).



REELRTIBE R

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(CABEEFThzgI7R)

1. BAXAZRER

TREAAEE DEEEAR L ERAK - AEH
MEBAENRENTETEEREER((HES
ERI)MBERERKZHE -

(Expressed in thousands of Hong Kong dollars)

1. CAPITAL ADEQUACY RATIO

The table below summarises the ratios and the composition of
regulatory capital of the Group. The individual entities within the
Group and the Group complied with all of the externally imposed
capital requirements by the Hong Kong Monetary Authority (“HKMA?”).

=F-=F —T——F

+=A +=A
=t+-H =t+—A
At At

31 Dec 2012 31 Dec 2011

AARTRLLE
— )
— e

RZE——F+_A=+—HZEARRLX
TIRFBITER AR ([ AFRT ) WEE AR
(BRERFAERITEROERAF(NRFIERR
171) RARFR1T (P E) BR AR (TAFRTT (P
B) 1)) % 283 (1931) IR A A (FIHE S RRRITER
AR SE(RITE(BAR)RADNEZEER N E
RATFTEMAHILLR - @RARITER T ——F
T—AZ T Z B RRREERE AR ERIRT

B o

R-E——F+_A=+—B2Z2&EAFZTRLET]
RHFBITZIRELLE - WEAFRLEENFER
R TMIGRBRARIERR o

RBEBRITEMRD - EAREEBEMZRT
MEARAETEREARBLERERER - &
FIERRITABTERMRMARITREENRER
RFRT (FE) BETERPERITREENR
E o ARE LML RFHEIAHSZE -

Capital adequacy ratio
10.3% 10.5%
14.9% 15.2%

— Core
— Overall

The capital adequacy ratio as at 31 December 2011 represents the
combined ratio of the consolidated position of Dah Sing Bank, Limited
(“DSB”) (covering Banco Comercial de Macau, S.A. (“BCM”) and Dah
Sing Bank (China) Limited) (“DSB China”)) and MEVAS (1931) Limited
(formerly known as Mevas Bank Limited which had ceased to be a
licensed bank in Hong Kong with effect from the close of business on
22 November 2012) computed on Basel Il basis with reference to the
Banking (Capital) Rules.

The capital adequacy ratio as at 31 December 2012 represents the
consolidated ratio of DSB. These capital adequacy ratios take into
account market risk and operational risk.

Only the Hong Kong incorporated banking subsidiaries within the
Group are subject to the minimum capital adequacy ratio requirement
under the Hong Kong Banking Ordinance. BCM is subject to Macau
banking regulations and DSB China is subject to China banking
regulations. The above ratios of the Group are calculated for reference
only.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR o R) (Expressed in thousands of Hong Kong dollars)

1. BEXZEHEERm) 1. CAPITAL ADEQUACY RATIO (continued)

MR R E AR & st E F it & AR 38 B b R The capital base after deductions used in the calculation of the above
MDMTT capital adequacy ratios is analysed as follows:

—g—-5 —2——F

+=A +=H
=+-—H =t+—~H
At At

31 Dec 2012 31 Dec 2011

BB AR Core capital
R AR Y i R AR AR AR Paid up ordinary share capital 5,000,000 5,000,000
s Reserves 6,871,969 5,715,673
R Less: goodwill (811,690) (811,690)
B B AE Less: other intangible assets (73,320) (73,883)
W OFRERIBEE Less: net deferred tax assets (12,253) (9,877)
LB AR Total core capital 10,974,706 9,820,223
W ERIEE RE A2 AT Less: 50% of total amount of
deductible items (465,027)  (457,803)
ZNE AR Core capital 10,509,679 9,362,420
BT o & 7R Supplementary capital
FA T R EEEE RN Reserves on revaluation of
holding of land and building 238,403 238,403
ARt AZRBEEE 2R E mIEER & Eligible amount of collective
BT RS impairment allowances for

impaired assets and regulatory

reserve 1,294,000 1,130,931
AN ERERNEGRFER Revaluation reserve for

available-for-sale investments - 949
fEERIE BRI Perpetual subordinated debt 426,313 427,163
BHRERFE Term subordinated debt 3,171,476 2,912,475
Bf hn& A 4858 Total Supplementary capital 5,130,192 4,709,921

B EIBIER BB AN AT Less: 50% of total amount of
deductible items (465,028) (457,803)
LIRIIEERN Supplementary capital 4,665,164 4,252,118
BAREME AT Total capital base 15,174,843 13,614,538
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AEEZ I HE
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(ASEET TThLBR) (Expressed in thousands of Hong Kong dollars)
2. RBESHR 2. LIQUIDITY RATIOS

—g-=F -T—F

2012 2011
MEE L= Liquidity ratio 50.1% 44.7%
EEE S RAREBBITHBEATIREGEER The liquidity ratio is calculated as the simple average of each calendar
+ A A GEE AT REES Ry s T month’s average liquidity ratio of the Group’s banking subsidiaries for
B o ZRENE S IR 2R ERITEEE S the twelve months of the financial year. The liquidity ratio is computed
AR ESHE o with reference to the methods set out in the Fourth Schedule of the
Hong Kong Banking Ordinance.

BIESRIT RN - EAREE AT BTHE Only the locally incorporated banking subsidiaries within the Group
NRBBTREES REKEK o AEB it are subject to the minimum liquidity ratio requirement under the
KL R E O HRE . Hong Kong Banking Ordinance. The above ratios of the Group are

calculated for reference only.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(CABEEFThz5I7R)

3. SMNEREBS

THRAEEE_T——F+-_A=+—HZX
TEHE T ER & 2 SMNEF R (BB 2 SNE R
FRIBLPT A INEHEE10% ) « AR 2 LLEREAR -

(Expressed in thousands of Hong Kong dollars)

3. CURRENCY CONCENTRATIONS

The following sets out the Group’s net foreign exchange position in

USD and other individual currency that constitutes more than 10% of

the total net position in all foreign currencies as at 31 December 2012

and the corresponding comparative balances.

Hitjhes A
gk Other Total
T ARH Macau BT foreign foreign
“E-“f#+-R=+-H At 31 December 2012 US dollars  Renminbi Pataca Euro  currencies  currencies
HERBEABTT Equivalent in HK$ millions
REEE Spot assets 40,839 21,000 4,739 3,359 4,095 74,032
BEAR Spot liabilities (27,282) (20,991) (6,382) (1,018) (8,879) (64,552)
RHEA Forward purchases 26,892 569 - 418 6,912 34,791
BHE Forward sales (38,198) (416) - (2,829) (2,146) (43,589)
&/ (B) 838 Net long/(short) position 2,251 162 (1,643) (70) (18) 682
R Eftioheg SNMEAE
ik BN AT South Other Total
T——f e AR Macau  Australian  Singapore African foreign foreign
+=A=+-AH At 31 December 2011 US dollars Renminbi Pataca dollars dollars Rands  currencies  currencies
HERBEST Equivalent in HK$ millions
REAE Spot assets 36,984 18,698 5,08 1,198 5 5 6,741 68,729
RERE Spot liabilities (23,693) (18,627) (6,190) (4,750) (90) 317) (4,696) (58,363)
EZHEN Forward purchases 15,900 3,723 - 4127 85 346 3,672 27,853
RHEN Forward sales (28,220) (3,611) - (604) ® - (5,725) (38,168)
&/ (R)@&38 Net long/(short) position 971 183 (1,092) (29) ® 34 ® 51
R_E——F+-_A=+—HE=_ZT—F+= The Group did not have any structural foreign exchange position as at
R=+—BAREE ISR A B IEINE R H 31 December 2012 and 2011.

o

=8
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(Expressed in thousands of Hong Kong dollars)

(CABEEFThz5I7R)

4. FFERRBR 4,

() TS BB FERARE(LEXA (@)
BOERUZERRRENEI LS

LOANS AND ADVANCES TO CUSTOMERS

Gross advances to customers by industry sector
classified according to the usage of loans and analysed

) by percentage covered by collateral
mE5
Restated
ZB-Z£+ZA=t-H “2—%+-A=1—H
At 31 Dec 2012 At 31 Dec 2011
ExaE Eues
ZEARRE SHARRE
ZAEM ZAD
% of gross % of gross
REBEH advances REELH advances
Outstanding covered Outstanding covered
balance by collateral balance by collateral
EBBLRNER Loans for use in Hong Kong
IEem Industrial, commercial and financial
-MEERE - Property development 1,662,651 70.4 902,519 46.2
—MERE - Property investment 14,047,519 98.4 14,857,643 94.6
—-ERtE - Financial concerns 336,280 36.4 916,269 32.2
-RELL — Stockbrokers 100,240 90.0 31,372 52.2
—JEETEZ - Wholesale and retail trade 3,219,507 92.9 2,020,735 97.1
—8ER - Manufacturing 1,996,894 94.7 1,647,656 96.7
—ERRERTE - Transport and transport equipment 4,635,150 96.3 4,192,698 96.7
—REED) - Recreational activities 287,610 1.5 302,656 -
— BB - Information technology 8,703 47.7 2,864 75.8
—HAf - Others 2,894,403 80.8 2,678,926 95.9
29,188,957 92.1 27,553,338 90.6
EA Individuals
-BE [REEHEE] - Loans for the purchase of
[FLAZ2RERE] Kk flats in Home Ownership
[BEEEREE]BF Scheme, Private Sector
=6 Participation Scheme and
Tenants Purchase Scheme 1,123,393 100.0 1,147,664 100.0
~-BEEMEENEER - Loans for the purchase of other
residential properties 16,026,972 99.9 15,935,118 99.9
~-EBREX - Credit card advances 4,240,329 = 4,107,677 =
—Hft - Others 5,465,362 28.2 4,413,867 28.1
26,856,056 69.6 25,604,326 71.5
EREFRONER Loans for use in Hong Kong 56,045,013 81.3 53,157,664 81.4
Z5RE () Trade finance (Note (1)) 5,024,007 61.0 5,091,959 56.4
EBBIMERMER (GE(2)) Loans for use outside Hong Kong
(Note (2)) 25,104,561 64.8 22,617,605 69.0
86,173,581 75.3 80,867,228 76.4
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(CABEEFThz5I7R)

4.

ZFERERER @)

() #ITEs BB FERRRE (LEXA

AR T EEER AR |~ a4 I

EZPERUSEARRENBE DL
) G|

Bz BSRERDERTECEREHZME
BEsSImAE - BEATEEND  {HEBLAM
EONEE  UREREIBESZERL -

BT ——Fi BHEBEREEIMEEBE
A2 ERRRERRTBIEREERNEFESR

AERA - mesREE -

NR—ZZTE—-——F+=-HA=+—HB#%E
1,766,805,0007 8 L 2 B 5 E R UKW E KR K
W ABEEESBEZAUFE-E——F2»

B

THEREEZE S E B K 4A(E 336,534,000 7%
T(ZF——%+=-A=+—H : 131,566,000/
T0) D EER [EBBIMERMER] JT ©

EEBMMEANEREERTEERPEES
BRIMERZEK -

(Expressed in thousands of Hong Kong dollars)

4.
()

Note:

(1

LOANS AND ADVANCES TO CUSTOMERS (continued)

Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

Trade finance shown above represents loans covering finance of
imports to Hong Kong, exports and re-exports from Hong Kong and
merchandising trade classified with reference to the relevant guidelines
issued by the HKMA.

Starting 2012, trade bills and bills receivable associated with trade
finance activities are not classified and included as trade finance lending
to customers, and are separately disclosed.

Trade bills and bills receivable amounting to HK$1,766,805,000 as at
31 December 2011 are excluded from trade finance to conform with the
2012 classification.

Trade finance loans not involving Hong Kong totalling HK$336,534,000
(81 December 2011: HK$131,566,000) are classified under Loans for use
outside Hong Kong.

Loans for use outside Hong Kong include loans extended to customers
located in Hong Kong with the finance used outside Hong Kong.



AEEZHIEM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(Expressed in thousands of Hong Kong dollars)

(CABEEFThz5I7R)

4, EFEFERERBF @ 4.

(B) RITEDP B EFEREE (LLEFRHA (a)
EoERUSEHERRENE LD
) (@)

Bl AR ZBRETF EFAETE10% KA ETT
% HE(SRES AR - a8 S M fE R AR
BRHENESREEEIT

LOANS AND ADVANCES TO CUSTOMERS (continued)

Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances to
customers, the attributable amount of impaired loans, overdue loans,
and individually and collectively assessed loan impairment allowances
are as follows:

EXRATE
BHRER
BB=A 18 Bl ¥4 AT
Gross AEEE AEEE
advances Individually Collectively
KREBEHR AEER overdue assessed assessed
Outstanding Impaired for over 3 impairment impairment
—E-—%#+-A=1+-—H At 31 Dec 2012 balance loans months allowances allowances
EBAFERHER Loans for use in Hong Kong
IEea Industrial, commercial
and financial
—MERE - Property investment 14,047,519 - - - 6,657
A Individuals
—-BEEMEEMEER - Loans for the
purchase of other
residential
properties 16,026,972 - 541 - 7,594
Exus
BEIRER
HiB=18A BRI fRa A
Gross HEER ELEE
advances Individually Collectively
REELER HEER overdue assessed assessed
Outstanding Impaired for over 3 impairment impairment
—E——F4+-A=+—H At 31 Dec 2011 balance loans months allowances allowances
EEBERNER Loans for use in Hong Kong
IHcw Industrial, commercial
and financial
—MEKRE - Property investment 14,857,643 - - - 7,531
fEA Individuals
-BEHEGEENEER — Loans for the
purchase of other
residential
properties 15,935,118 - 649 - 808
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REEZHIEM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR Tz o R) (Expressed in thousands of Hong Kong dollars)

4. EBEFEREREZER@E 4. LOANS AND ADVANCES TO CUSTOMERS (continued)

() RITESBEZ2EFERLE (UEXKA (@@ Gross advances to customers by industry sector
ROoERUSEARRENBES LS classified according to the usage of loans and analysed
) () by percentage covered by collateral (Continued)

TREBRFEANEWRRIRR I EEINREE The amount of new allowances charged to income statement, and the

TR B 2 MSHBEE o amount of impaired loans and advances written off during the year

were disclosed in the tables below.

BEBREF

REHEBER  MHEZER
5%  Recoveries
Loans of advances

ERHE R written  written off in
Allowances off as previous
—E-—F 2012 written back uncollectible years
ERAFERANER Loans for use in Hong Kong
Trgea Industrial, commercial and financial
—MERE - Property investment = = =
fEA Individuals
—-BEEMEEMEER - Loans for the purchase of other
residential properties 171 - 336
171 - 336
WEIBREE
REEEEE Gz = G
HsHEE Recoveries
Loans  of advances
il written  written off in
Allowances off as previous
—ZT——% 2011 written back  uncollectible years
EBBEANER Loans for use in Hong Kong
TrEea Industrial, commercial and financial
—MERE - Property investment = = =
fEA Individuals
- BEHMEENEER - Loans for the purchase of other
residential properties - - 884
B - 884

248  xHPTEEERAT | T 44w I



REEZHAM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(Expressed in thousands of Hong Kong dollars)

(LAEREFThz5I7R)

4. EFFEREREBER@m 4. LOANS AND ADVANCES TO CUSTOMERS (Continued)
(2) B KEERITEEFEREE (b) Non-bank Mainland exposures
—E--H+ZA=t+-—H
At 31 Dec 2012
B BIFEAE
BEEEEBR BEESEX AEER
W EREE SMOERER Individually
On-balance  Off-balance assessed
sheet sheet #EXEE  impairment
REBFER Type of counterparties exposure exposure Total  allowances
F B KRR Mainland entities 11,852,148 1,483,651 13,335,799 37,119
HRBIREELASNA R & Companies and individuals
A - M ROER outside Mainland where the
AR B ARESE R credits are granted for use
in the Mainland 10,294,395 329,327 10,623,722 37,873
HiZ SEFmARR Other counterparties the
WASERTE BBEANIERTT exposures to whom are
BEPER considered by the Group
to be non-bank Mainland
exposures 76,028 - 76,028 -
—T——F+-fF=1+—H
At 31 Dec 2011
(EhEEEY
EEARE EERER REERE
NEVEATR HNEYERER Individually
On-balance Off-balance assessed
sheet sheet e impairment
RHEFEE Type of counterparties exposure exposure Total allowances
B KRS Mainland entities 8,610,976 1,219,140 9,830,116 42,497
AR EARE MR B R Companies and individuals
A - FREER outside Mainland where the
iNGalE NS credits are granted for use
in the Mainland 12,183,169 345,278 12,528,447 131,514
HithR 58 F mER R Other counterparties the
WAKEREABENIERTT exposures to whom are
BEPRER considered by the Group
to be non-bank Mainland
exposures 160,624 - 160,624 -

i DERSEeREEPEREREREMEEFR
BzE® -

Note: The balances of exposures reported above include gross advances and
other balances of claims on the customers.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(CABEEFThz5I7R)

4, EFEFERERBF @
() RES I MZEFERBERAHNE

=h
TA

BEFEFRZBRESTIRECEERRERRZ
RHHFREMDE - —RME - EEFRNER
TR R 58 F ARz @ A - e
% o

TRATFPENREHE - ERREFFER - A
BEPEREERN MEGAF AREERZRE D
A o

—E-—_H+-HB=+—H At 31 December 2012

(Expressed in thousands of Hong Kong dollars)

4. LOANS AND ADVANCES TO CUSTOMERS (Continued)

(c) Analysis of gross advances to customers and overdue
loans by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that
of the counterparty.

The following table analyses gross advances to customers,
individually impaired advances to customers, overdue advances to
customers, and individually and collectively assessed impairment
allowances by geographical area.

1B BB & 18 B 34 e

BEFEN RE%ERE RE%ER

EFEHMEE  Individualy BEEFEX  Individually  Collectively
Gross impaired Overdue assessed assessed
advancesto advancesto advances to impairment impairment

customers customers customers allowances allowances

B Hong Kong 64,568,498 100,985 112,919 42,602 88,156
H China 12,313,706 152,742 152,742 37,124 41,047
SBFT Macau 8,412,400 29,513 33,862 10,979 36,223
HoAh, Others 878,977 52 52 21 2,290
86,173,581 283,292 299,575 90,726 167,716

{ERRE 1B BT fRE AT

EPEX REERE REERE

EFEHEE  Individualy BEIZFFEZ  Individually  Collectively

Gross impaired Overdue assessed assessed

—T——%+=ZRA=+—H At 31 December 2011 advancesto  advancesto  advances to impairment impairment
(#=&3%1)) (Restated) customers customers customers allowances allowances
B Hong Kong 65,184,854 194,817 200,530 140,187 128,138
H China 6,927,228 152,271 153,209 36,861 22,447
BRI Macau 7,578,182 19,778 23,939 10,325 38,469
HAh Others 1,176,964 5,166 5,166 2,847 3,324
80,867,228 372,032 382,844 190,220 192,378

AR T EEER AR |~ a4 I




AEEZ I HE
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR o R) (Expressed in thousands of Hong Kong dollars)

4. EFFEREREBER@m 4. LOANS AND ADVANCES TO CUSTOMERS (continued)

(T) GERERRAEEZHEARREN (d) Credit commitments and contingent liabilities analysed
BoLED by percentage covered by collateral
—E——F —ET——%F
2012 2011

ZEA R ZHEA @

EHLE RENESL aXeE REMNBIL

Contract % covered Contract % covered

amount by collateral amount by collateral

MBERREMEEER 2 Financial guarantees

FARAE and other credit related
contingent liabilities 2,744,878 32.5 2,491,029 45.9
BEFEEREMEERR 2 Loan commitments and
AHE other credit related
commitments 59,987,212 74 54,285,718 6.3
62,732,090 8.3 56,776,747 8.0
5. FE- - TERRERRIELER 5. CAPITAL CHARGE FOR CREDIT, MARKET AND
OPERATIONAL RISKS
REF1IHEEZ T ——F+-_A=+—HER The capital adequacy ratio as at 31 December 2012 disclosed in Note
FRLLETNRFRITOER S KR (IR 1 above represents the combined ratio of the consolidated position
HR1T RAFNIRIT (FEY)) R EBA (1931) 2E(ERTT of DSB (covering BCM and DSB China) and Mevas (1931) computed
¥ (BAR)RADFIEZ HiAR B EREAER | HEAE on Basel Il basis with reference to the methods set out in the Banking
Frat BRI &Pt X o 46 BEB £ B iRR M e (Capital) Rules. For accounting purposes, the basis of consolidation is
22 RUMVEEET 2 © described in Note 2.2 to the financial statements.
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5. FE - mHERBERBZELER
(&)

BIERBIER 2 EAREREE AT -

() FERBZERER

(Expressed in thousands of Hong Kong dollars)

5. CAPITAL CHARGE FOR CREDIT, MARKET AND
OPERATIONAL RISKS (Continued)

The capital charge for each class of exposures are summarised as

follows:

(i) Capital charge for credit risk

—2--% -—B——*&
2012 2011
TR R R Sovereign exposures 2,213 20,586
N B R BRI Public Sector Entity exposures 33,279 33,322
SR1T R\ A YE Bank exposures 793,748 787,350
B5 R bR Securities firm exposures 4,041 2,124
5 B R bR Corporate exposures 3,277,026 3,104,935
REIEE Cash items 23,508 44,626
EETER AL Regulatory retail exposures 766,524 707,896
FEZRIBER Residential mortgage loans 931,032 900,231
H i AR 480 HA R B o o2 Other exposures which are not
past due exposures 1,494,859 937,190
780 A 3 b Past due exposures 15,928 17,416
BEAGBRARREAE 2 ERNERERE Total capital charge for on-balance
sheet exposures 7,342,158 6,555,676
HEEERER Direct credit substitutes 51,992 10,354
BX 518 A IE B Transactions-related contingencies 12,130 6,081
HiE MR 2 SN IE B Trade-related contingencies 8,861 13,098
RERTER Forward forward deposits placed = 92
Hoqth e Other commitments 134,206 77,444
EEH Exchange rate contracts 77,079 34,874
FIEEH Interest rate contracts 14,696 14,484
EmMtat Equity contracts 127 =
AEAGBRINARAE 2 EARNERERE Total capital charge for off-balance
sheet exposures 299,091 156,427
EER 2 ERNEKBEE Total capital charge for credit risk 7,641,249 6,712,103

BT A S BB A A E AR D 2 E i

This disclosure is made by multiplying the Group’s risk-weighted

RN WHE  WHAKBZEREESR

7N o institution’s actual “regulatory capital”.

amount derived from the relevant calculation approach by 8%, not the
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5. FE MWHERBRERBZERER 5. CAPITAL CHARGE FOR CREDIT, MARKET AND

(%) OPERATIONAL RISKS (continued)
iy WHRRZERER (i) Market risk capital charge
AEBRBREFEEFET SRR The Group uses the Standardised Approach for calculating market
risk.
—E—C—F =%
2012 2011
B mERE EXER  ERiERE BRER
Risk weighted Capital  Risk weighted Capital
amount charge amount charge
FIEERRAE Interest rate exposures
(B IEERRE) (including options) 1,317,587 105,407 860,613 68,849
HNE B A Foreign exchange exposures
(BREESRBHE) (including gold and options) 1,739,888 139,191 1,104,125 88,330
3,057,475 244,598 1,964,738 157,179
R\ NN AE B 5 A 1 SR P B 2SR T R oA SR 1T (P The risk-weighted amount included those amounts arising from
VEITZ AT A L8 - derivative contracts executed by BCM and DSB China.
(i) BERBZERER (iii) Operational risk capital charge
R B R AR IE S E R E R RS o The Group uses the Basic Indicator Approach for calculating

operational risk.

—E--fF =—EB——F
2012 2011

BIER 2 EARER Capital charge for operational risk 395,754 368,674

. DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2012 253



254

REELA I BE R

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(LAEEEFThz5I7R)

6. ERERE

AEERRSRRRE MY F BB
EMEERBIEENER -

REERR IR EERR SRR  FEER
% RBETRR - RERER - BERER MR
HEkR - FERRZEETIZRNAEEZEE
HE - HheEmE  HENTEEE - EAAm

HERENVEDBMSREBEL DI ELE

AP SRERIRNMER o thEREAE
BEERBRAZEERSREERBRINCE
BEX S (BREHTESD 2 AE/R)BH

) == [ B 15 R ) 2R ) T F B2 B i 5| BUR S B /9 B
Eﬁ(ﬂﬁ/ﬂrﬁﬁuumﬂ R

nBETRRELREMAREZHBRREK

BRIERRDEARIERF - ETRAESZ TR ELT
B KRHEMHMELE 2 ERXEEBEZR

& o
RA

BEREREFANTEBZEEED  2ERE
HEERAMAIGETRAEASEAR - FLE
AR TwELBE  HUcTFELEEN
BHBE  HINEPERLMSIEE RREHFHE
BREANZHFDIRPUA °

R IERRIZIERNES 2 REIERE - TAE
xzﬁﬁﬁﬁfﬁ S %aﬁmmi%%u&%@ﬁ%ig
AR R B AT R ISR A
Eﬂﬁﬁjzﬁféijtﬁﬁwazjt%ﬂ R o

AR T EEER AR | — T a4 I

(Expressed in thousands of Hong Kong dollars)

6. RISK MANAGEMENT

The Group recognises the changing nature of risk and manages it
through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
commercial, wholesale and retail lending, equipment and hire
purchase financing, and treasury and financial institutions wholesale
lending.

Market risk arises mainly from Treasury and is associated principally
with the Group’s on-balance sheet positions in the trading book, and
off-balance sheet trading positions including positions taken to hedge
elements of the trading book.

Interest rate risk means the risk to the Group’s financial condition
resulting from adverse movements in interest rates.

Liquidity risk arises across the Group’s statement of financial
position.

Operational risk is the risk of loss (direct or indirect) resulting from
inadequate or failed internal processes, people and systems or from
external events.

Reputation risk is the risk arising from the potential that negative
publicity regarding the Group’s business practices, operational errors
or operating performance, whether true or not, could cause customer
concerns or negative view, decline in the customer base or market
share, or lead to costly litigation or revenue reductions.

Strategic risk generally refers to the corporate risk that may bring
significant immediate or future negative impact on the financial
and market positions of the Group because of poor strategic
decisions, unacceptable financial performance, and inappropriate
implementation of strategies and lack of effective response to the
market changes.



REEZHAM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

6. I3 EE%:IE(,%E) 6. RISK MANAGEMENT (continued)

MBS SRRMIES I E 2 AR EIEIN - HAib Apart from the description of financial risk management disclosed in
FHEZERERFMRNAT Note 3 to the financial statements, the other risk management aspects

are disclosed below.

(R) fSERMEELEE (@) The risk management structure of the Group
SEeHMEEINRAREERS FBENET - The Board of Directors has the broad overall responsibility for the
FARRRIZESIFE - EEEeNEEes management of all types of risk. The responsibilities of the Board in

relation to risk control are:

. HEEE BRI RIS RBUR AREREER 5 K . the approval of the overall strategy and policies to ensure
HEEMESHEECENEMREE ; that credit and other risks are properly managed at both the

transaction and portfolio levels;

. BIEFIEM B T EANEREIE  BBEE . the management of risk, both financial and non-financial,
TS PEEESZE B 2RiRE conducted through operational and administrative control
HEEMT(LLHTEA) - BEFR MR systems including the operation of the Group Audit Committee;
REHEE & review of key results (against forecasts), operational statistics

and policy compliance; and

o LIRS - R EEM O EZ I EIE . financial performance by analysis against approved budgets
Zo and analysis of variations in key non-financial measures.

THRZEEWZEERRBEEHEERARIBFZ The Executive Committee has been delegated the authority to

WEZ B2 T EBEE MEIENTNRIIERRE - oversee and guide the management of different risks which are more

particularly managed and dealt with by Group Risk Division and
different functional committees.
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6. REEEE@m 6. RISK MANAGEMENT (continued)

(Z) EER K (b) Group risk function

AREBRBY AR E EERAEBEZEENBR The independent Group Risk function is responsible for ensuring
FIEMES c SERRBPERTEBRABREE K that policies and mandates are established for the Group as a whole.
EREZEEENTHRZEEENESSEREERR Group Risk Division monitors and reports the Group risk positions
R S ES R ERMER TR MR EIRELE to the Board via the Risk Management and Compliance Committee
REREERREFNEENBIEF - THERY and the Executive Committee, sets standards for the management of
BAENRRE - SERREEFEMANZENE RS financial risks and data integrity and ensures that the financial risks
EMEERRBEE  BREETMS  &FT are fully considered in the product planning and pricing process.
¥ AL EEERNSAEEELAZEEIERH Group Risk Division reviews and approves all credit and risk exposure
BB H B T ARIZE - FEREEE RERER policies for the Group including the approval of exposures to new
B £EEEEPeEEEFTLELE HREEMNES - markets, economic sectors, organisations, credit products and
X AR RKRBRARNERLRKE - SEERE I financial instruments which expose the Group to different types of
My EEBEERMIMEBNEEXRBREZ S risks. In determining risk policies, Group Risk Division takes into
2 o account the guidelines established by the HKMA, business direction,

and risk adjusted performance of each business. Group Risk Division
is also represented on the lending or risk committees of the Group’s
operating divisions and businesses.

NEER BB EEMEISEIEEEAEN The Group’s risk management expertise continues to advance the
BREE  UTREASEHGEERNREFHNEEE overall quality of the Group’s lending portfolios, and enables the
SKFEE O E IR RS RN RR AR Group to meet the changing regulatory requirements and enter

into credit exposures with the confidence that it understands the
associated risks and rewards.

EEERRPEIEEETN  AEFEFHERREER The Group is continuing to evolve its risk management capabilities
S EIRRE ) 0 W N EE T A b 5k B R [ A0 R BN under the aegis of the Head of Group Risk Division, increasing the
REROBHTE AREBEMEEFELKEIE focus of its risk strategy on risk and reward and returns on capital.
TREXNERESER — X5 RMREIEM D The Group uses a range of risk measurement and analytical tools in
MITE o tET AN EMEH SRR MEF AR its management of the various risks which it faces in its day-to-day
AETENENEBTEMEERENE K - BR businesses and these are continually being enhanced and upgraded
EEREERDBEEERRS 2D EEER to reflect the ever-changing business needs and the requirements of
SERRENEEER the regulators. The Risk Management and Control Department is part

of Group Risk Division and reports directly to the Head of Group Risk
Division.
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6. REEEE@m 6. RISK MANAGEMENT (Continued)

(R) EEZ58 (c) Credit committees
FEEELZEeHERKRERREEEAD The Credit Management Committee and the Treasury & Investment
HERNTEXEKAEZENEZRHEBR  BE Risk Committee are the committees responsible for approving and
MERZEHEEZZES - AEREBF MK recommending policies, limits and mandates for risk control in loans
EEREINEE R A5 B E % E3BER - and treasury business respectively. The credit risk function, while set

up to support the business areas, reports solely to the Group Risk

Division.

(T) =ERR (d) Credit risk
() 1FEREEAE () Credit risk exposures
IZELERITRRBE AR ([IZELE]) -« 2 Standard & Poor’s Ratings Services (“Standard & Poor’s”),
BREERBAR(RBEKE ) REEEH Moody’s Investors Services (“Moody’s”) and Fitch Ratings are
BERFRERARE ASANEBEKA 2 the external credit assessment institutions (“ECAIs”) that the
EB15 R4 4E ([ 15 AT 1) LARTEE Group uses for the assessment of its credit risk exposures
HIRTT - EREME  REBEURESKE to banks, sovereigns, public sector entities, and collective
ZIEERBRAYE - RESCIERE R AE investment schemes as well as securitisation exposures and
MAEGEREAEESTERRAEZEE exposures to corporates that do not qualify as regulatory retail
BB AHE © exposures.
REEEECIRITE(ER) HADE mEBH The process it uses to map ECAI issuer ratings to exposures
HEZRRF AL IRITER N 2 R B 7 4 B booked in its banking book follows the process prescribed in
E FHA B 2 3817 AFEAR » Part 4 of the Banking (Capital) Rules.
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6. RERERE@ 6. RISK MANAGEMENT (Continued)
(T) FERME @ (d) Credit risk (Continued)
()  1GEEGEAEE) ()  Credit risk exposures (Continued)
SATER
EEL]
ERfEIR
ahREZ
ERARLE
Total
EIRERRRRE expostre
LERAR RATEAR covered by
Exposures after BRIESE REZER recognised
recognised credit Risk-weighted REAT guarantees
risk mitigation amounts BRMES Total or
Bl B B B AR ] exposure recognised
] (32) (33) (32) (33) Total risk- covered by credit
§-Cf 2012 Total Rated Unrated Rated Unrated weighted recognised derivative
BRER Class of exposures Exposures (Note 2) (Note 3) (Note 2) (Note 3) amounts collateral contracts
A5H The Group
T, EEBERM A On-balance sheet
1. THEfE 1. Sovereign 8,891,706 8,891,706 1,047,468 27,660 - 27,660 - -
2. DEEN 2. Public Sector Entity 874,788 2,060,343 99,207 396,143 19,841 415,984 - -
3 LEEREG 3 Multlateral
Development Bank 462,237 462,237 - - - - - -
4, §f 4, Bank 24,802,586 27,660,055 941,622 9,721,695 200,153 9,921,848 - -
5. &58 5. Securts fim 101,031 - 101,031 - 50516 50516 - -
6. =8 6. Corporate 52,481,210 14,653,095 31,218,165 9,723,866 31,238,963 40,962,829 5,851,443 902,395
1. B4%E 7. Cashitems 1,225,853 - 3,169,128 - 203,847 203,847 - -
8 EEZ 8. Regulatory retail 13,038,594 - 12,775,407 - 9,581,555 9,581,555 125,530 145,073
9. (FERE 9. Residential
mortgage loans 26,580,716 - 25,331,439 - 11,637,895 11,637,895 - 1,249,217
10, Zkas 10. Other exposures
Rl which are not
past due exposures 18,697,917 4,312,421 14,313,312 4,372,426 14,313,313 18,685,739 12178 -
1. EERAE 11, Pastdue exposures 142,991 - 142,991 - 199,102 199,102 25,232 967
L. BEEEX)  B. Oft-balance sheet
1. Bk 1. Off-balance sheet
TARA exposures other than
50k OTC derivative
TAAHH transactions or
LREAER credit derivative
EREE contracts 3,504,354 8,528 3,495,826 1,706 2,588,162 2,589,868 157,805 -
2. BUFETR 2. OTC derivative
5 transactions 2,090,567 1,474,688 615,879 549,999 598,774 1,148,773 - 25,464
WEAERIE,  Exposures deducted
BEAE from capital base 1,827,318
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6. EMEEm 6. RISK MANAGEMENT (Continued)
(T) FERME @ (d) Credit risk (Continued)
()  1GEEGEAEE) ()  Credit risk exposures (Continued)
XHAVER
B
[EEHTETA
BHREZ
EEREEE
Total
BT B ERRRE exposure
LRBAE XRAERR covered by
Exposures after ERMESE (REZR recognised
recognised credit Risk-weighted REAE quarantees
risk mitigation amounts BEmEY Total or
G R AEAR R R et exposure recognised
e (i2) (i3) (i2) (i#3) Totalrisk- covered by credit
E-f 2011 Total Rated Unrated Rated Unrated weighted recognised derivative
Bl Class of exposures Exposures (Note 2) (Note 3) (Note 2) (Note 3) amounts collateral contracts
55E The Group
B BEBERM A On-balance sheet
1. THEfE 1. Sovereign 13,572,899 13,571,912 453,834 257,321 - 257,321 - -
2. DEEN 2. Public Sector Entity 832,011 2,040,093 131,317 390,271 26,263 416,534 - -
3 LEEREG 3 Multlateral
Development Bank 544,804 544,804 - - - - - -
4, §f 4, Bank 22,113,711 24,996,134 439,941 8,739,773 1,102,096 9,841,869 - =
5. #58 5. Securtes fim 58,009 - 53,009 - 26,550 26,550 - -
6. 58 6. Corporate 48,413,939 12,480,828 29,713,857 9,122,448 29,689,240 38,811,688 5,921,320 332,514
1. B4%E 7. Cashitems 1,562,226 - 4,834,961 - 557,828 557,828 - -
8 EEZE 8. Regulatory retail 12,067,070 - 11,798,273 - 8,848,705 8,848,705 147,885 120,333
9. (FERE 9. Residential
mortgage loans 25,855,976 - 24,555,536 - 11,252,890 11,252,890 - 1,330,440
10, 2@ 10. Other exposures
Rl which are not
past due exposures 11,742,768 148,820 11,567,095 148,820 11,567,095 11,715,915 8,853 -
1. @EERAE 11, Pastdue exposures 152,703 - 152,703 - 217,698 217,698 18,430 1,428
L. EEEEX)  B. Oft-balance sheet
1. Bk 1. Off-balance sheet
TARA exposures other
50k than OTC derivative
TAAHHM transactions or
EEBER credit derivative
EREE contracts 1,675,155 14,1 1,660,384 3,341 1,335,008 1,338,349 120,543 -
2. BIMIETE 2. OTC derivative
5 transactions 1,283,714 1,010,734 272,980 363,860 253 114 616,974 444 22,456

WETERIEL  Exposures deducted
Bl from capital base 1,812,980
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(Expressed in thousands of Hong Kong dollars)

6.
(d)

RISK MANAGEMENT (continued)
Credit risk (Continued)
(i) Credit risk exposures (Continued)

Note:
1. principal amount or credit equivalent amount, as applicable, net of
individually assessed impairment allowances.

2. including exposures with ECAI issue-specific rating and
exposures which have an inferred rating (i.e. exposures which
do not have an issue-specific rating but whose risk-weights are
determined under the Capital Rules by reference to an ECAI issuer
rating assigned to the obligor of the exposure or to an ECAl issue
rating of any other exposures of the obligor).

3. exposures which do not have ECAI issue-specific rating, nor
inferred rating.

(i)  Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from
over-the-counter (“OTC”) derivative transactions, repo-
style transactions and credit derivative contracts booked in
its banking book or trading book. The credit risk exposures
associated with these contracts are predominantly their fair
values (i.e. the positive marked-to-market values favourable to
the Group). These credit risk exposures together with potential
exposures from market movements are managed as part of
the overall lending limits allowed to counterparties. Collateral
or other security is generally not obtained for such credit risk
exposures.

Settlement risk arises in situations where a payment in cash
or a delivery of securities or equities is made in expectation
of a corresponding receipt in cash, securities or equities. To
mitigate settlement risk, daily settlement limits are established
for individual counterparty on the aggregate of all settlements
on any day. The Group will also enter into netting arrangements
and make settlement on the basis of delivery against payment
as appropriate.
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6. REBEREm 6. RISK MANAGEMENT (Continued)
(T) FERME @ (d) Credit risk (Continued)
(i) XKBHFEEEfRANEE) (i) Counterparty credit risk exposures (Continued)
TRELAEBERESIMIERGZEE The following table summarises the Group’s main credit
EE R BRI exposures arising from OTC derivative transactions.
=F-=F —T——F
+=A +=HA
=+—H =4—E
At At
SEIMTERS OTC derivative transactions 31 Dec 2012 31 Dec 2011
55 Group
AT EESERTE Gross total positive fair value 639,631 740,274
EESEEGE Credit equivalent amount 2,090,569 1,283,715
RAERREE - ZER Value of recognised collateral by type
— B ES - debt securities = =
—HA — others 409 444
[R\Bs2 hnEE £ KA Risk weighted amounts 1,148,773 616,974
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6. RABRERE@m 6. RISK MANAGEMENT (continued)
(T) FERME @ (d) Credit risk (Continued)
(i)  XRBEHFIEEREEALE (&) (i)  Counterparty credit risk exposures (Continued)

TERELEESEREIEERBFER
[\ fx DO BURR 2 AT

An analysis of the credit equivalent amounts or net credit
exposures, and the risk-weighted amount is summarised as

follows.

—E--F —T——%F
+=A +=H
Ear=E =—8
At At
BMMTERS OTC derivative transactions 31 Dec 2012 31 Dec 2011
£EF Group
HEEE Notional amounts:
— NN — Public sector entities = =
—§R7T - Banks 83,163,451 48,946,700
— =B — Corporates 22,387,850 10,711,543
—HAh - Others 531,390 769,663
106,082,691 60,427,906
EESEYE Credit equivalent amounts/net
EER T credit exposures:
—NEEAL - Public sector entities = =
—R1T - Banks 1,457,597 1,002,144
— =B — Corporates 503,710 125,533
= - Others 129,262 156,036
2,090,569 1,283,713
[ B e R Risk-weighted amounts:
— NN - Public sector entities = =
—§R7T - Banks 539,517 359,565
— =B — Corporates 487,608 111,457
—HAh - Others 121,648 145,951
1,148,773 616,973

RZE——F+_A=+—HBR_ZT——F+=
A=1+—8  YEFRALEFARSREETE
Zx B A

There were no credit exposures arising from repo-style transactions
and credit derivative contracts at 31 December 2012 and 31
December 2011.
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REEZHAM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

6. REEEE@m 6. RISK MANAGEMENT (continued)

(T) EERK @ (d) Credit risk (Continued)
(i) JREAEE/E (iii)  Credit risk mitigation
AEBRBZREEERR TN —RKRE The credit risk mitigation techniques used by the Group are
CIRITE (BA) R BIDR AT LAUR A & 2 in g generally those recognised by the Banking (Capital) Rules for
BzAx c WRZEARENEBRE S reduced capital weighting. Common types of collateral obtained
BT TEEYHERH MR/ NELE are cash deposits, real estate properties, as well as taxi and
e MFELBERIZEEERK  KREBEE public light bus medallion. For certain types of advances to
REN - AEBEMREAAEXEETR customers, the Group also places reliance on guarantees issued
EEEEH 2R o by governments, public sector entities and corporates with

acceptable credit rating.

FEEA Rz A EMEERE BRI Real estate properties taken as collateral are evaluated before
W h - BERPZEBYE - AHAmS the loan can be drawn. For property collateral supporting
BE#LENEABE—R - B KE problem accounts, their open market values are appraised at
ZERMR  AEBZBEKAKRUITE least every six months. For property collateral that has been
SRR E - repossessed, the Group’s policy is to arrange for realisation as

soon as practicable.

(%) M5 R (e) Market risk
AEBHMETRER 2 THRR - A2 ER The Group is exposed to various types of market risk. Details of the
BB ECR MR AT B 5 R R M 5E3. 3 EE A © risk management policies and procedures adopted are set out in Note

3.3 to the financial statements.

(B) BEEZEH ()  Asset securitisation

AREBRBIZE (BHL) st B AN EBHEE The Group uses the standardised (securitisation) approach to
ZIEERK o  EELRLBEMIEE BREEBRE calculate the credit risk for securitisation exposures. Standard &
R X225 R 2 B AR AERTFER 2=/ Poor’s and Moody’s are the ECAIs that the Group has used in relation
FTAGHERE - to each and all classes of the securitisation exposures below.

NEE 2 BHREBRM O AREBIERREEN The asset securitisation exposures of the Group represented
HEZARELEBEAMEREZABMEIRETA - investment in structured investment vehicles managed by third
ZERESBRREERITIRFIEEARATFET=E party portfolio managers and in which the Group is an investor. The
BEEHGT A AERNEREE  WE_ZEZLF investment is classified as a financial asset designated at fair value
BETERERE R —F+_-_A=+— through profit or loss in the Group’s banking book and has been
H BURESEAESZRE  ZREAUNER assessed as impaired since 2007. It is carried at a residual value of
B22.30%(—ZT——%4 : 0.86%) EIABES 2.30% (2011: 0.86%) of the par value as at 31 December 2012 based
AR o on price quote obtained from the investment manager.
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AEEZ M B ER
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AT TTAIYIR) (Expressed in thousands of Hong Kong dollars)
6. EMEEm 6. RISK MANAGEMENT (Continued)
(2) EEZEHtbw ()  Asset securitisation (Continued)
—E--f 2012
£E Group
Bk g BRAENRE
REE £t Exposures deducted from
B Risk- EXHE BOER K mEA
EH Securitisation Outstanding weighted Capital Core Supplementary
BEBRAE exposures amounts amount  requirements Capital Capital
HHLAK Synthetic securitisations
—HREMRETA - Structured investment
vehicles 23,524 - - 11,762 11,762
—T——F 2011
£B Group
[2pR A BERRAERE
REE ¢ Exposures deducted from
AT Risk- BARTE Y- B A& AR
FHE Securitisation Outstanding weighted Capital Core  Supplementary
B A exposures amounts amount  requirements Capital Capital
BEHLEK Synthetic securitisations
~ERHRETA - Structured investment
vehicles 8,775 - - 4,388 4,387

204  xERTEEERAT | T 44w I



REEZHIEM AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(Expressed in thousands of Hong Kong dollars)

(LABREFThz5I7R)

6. [ B B B () 6. RISK MANAGEMENT (continued)
(BR) $R1TER <z R AEEL bR (9) Equity exposures in banking book

REBEPIERB VAR R Ea IR E SRHER B
MEFEEREERN - RARTBEEANEER
W #E s iR B AR B RE 2 E DT RAKERER
B - MIZRAN - fE FERRENEEET
BEERE AL RMEBERRFRAZ
B2 B AR EE ¥R 8 Sl RS » PRI IRE R
M5 EEEEME -

The Group distinguishes its equity holdings between those taken for
strategic reasons and those taken for capital appreciation purposes
at inception of the acquisition. Equity holdings identified for capital
appreciation purpose is evaluated based on rigorous investment
analysis and is subject to internal guidelines on stock selection,
marketability, valuation, position limit, management action trigger,
and various other control guidelines specified in the Treasury Policy
Manual. Listed equity holdings are valued on the basis of market bid

prices.
—E-CF —T——%F
£ Group 2012 2011
HE/ERMmMER 2 M Realised gains from sales/liquidations 12,950 =
AEH 2 B Unrealised revaluation gains
- BERSERBRERINNEER 2 E5 - Amount included in reserves
but not through income statement 83,935
— R INE ARz 858 — Amount deducted from
supplementary capital - 962
(%) RITERZFIXRE Bz (h) Interest rate risk exposures in banking book
K%
Currency
BT Ep Bt Hith a5
—B-Zf 2012 HKS$ us$ EUR Others Total
TR E A E Interest rate risk
FA=ZBET shock +200 pips
— &R CRD), /i - (Decline)/Increase
in earnings (112,000) 32,000 (1,000) (143,000) (224,000)
B
Currency
BT ET BT Hith B
—T——% 2011 HK$ us$ EUR Others Total
FREREE Interest rate risk
FAZBET shock +200 pips
—&BF CRd),/#Em - (Decline)/Increase
in earnings (195,000) 91,000 56,000 (172,000) (220,000)
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

6. RABRERE@m 6. RISK MANAGEMENT (Continued)

(E) BERK (i) Operational risk

AEBEZ B —HEREETHRERR  2ES The Group manages its operational risk through a management
MEBAE  —BIURBEE/NE RRESHE structure comprising members of senior management, an
BT RIBPIZIRIERBALR - WiEB— RT3 independent risk management team and operational risk officers
ERBRER - AR TEMN  BRIERBR SRR R from each business and support function, and operating through a
WERS  RARTEERENTIEREEZTA set of operational risk policies, risk tool-kits, operational risk incident
BAE - BRRY —ERIFAZEERG - 2ER reporting and tracking system, and control self assessment and
DI RNZEE N AR o RRR ~ FR{h - B5fE key risk indicator tools. Together with a well established internal
FOmiAR o BREMISEE A S B B S Wb (B EZ IRk control system, operational risk in most situations can be adequately
B ZRE - REFFI SRR IE TR ERT o identified, assessed, monitored and mitigated. To allow the

operational risk framework to be clearly communicated to all levels
within the Group, awareness and training programs are conducted
from time to time.

BRERGRABN MU AREBXER 2 FE KN To minimise the impact on the Group’s business in the event of
SEHEXTEHEASGM  BREETEERTE - I system failure or disasters, back-up sites and operational recovery
HATE T B XK N EBFBETR - policies and plans have been established and tested for all critical

business and operations functions.

HNEB K2 1A B0 2 % A T TE HA 9 P B0 BE 1 R AR Operational risk framework is also supported by periodic independent
B FEIRERBGEE - AEBZRBREER reviews of internal control systems by external and internal auditors.
AHEEoRBET IR RETEYRERE The Group’s Risk Management and Compliance Committee will
R o overall assess the performance and effectiveness of operational risk
management.

(%) BERKR () Reputation risk

AREBFBEZRUT —ZRIEHESIEEERG The Group manages reputation risk through upholding a high
AR R 2P EE T « R[S E IR A A MR ) E B M RIE standard of corporate governance and management oversight,
AEEERAREREEREZSKTE  URER maintenance of effective policies and procedures with emphasis
ERBEERER  RHEEZETHIIREES on internal control, risk management and compliance; proper staff
HERBREEZRFHTm : W SEEEZHE training and supervision; proper handling of customer complaints
FBO o ANEE B ATA ST R E AR AEN B FTHUR or dissatisfaction; and adherence to sound business practices.
RIEF @ URIKBER Mk TE e o Standards are set and policies and procedures are established by the

Group in all areas, which operate to reduce vulnerability to reputation
risk.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(LABREFThz5I7R)

6. EREE@m
(%) REEHERE B

EEeESATERZHY TEX A A BIERE
TR - BEEHIFTRAREDREw — R KB
HEBRAREE T - BRI EERBEATE
ZERRR - EERBERROITUARREEASE
Bz RESME BR300 AR EBRIR - EEH
RERNERAREZBERE  URREEEEA
SEREUE S b ARUE R o

(B) BEEERINEARER

BREET CEATRER(BIEEBEERIDR
—TREF - AERER - REFRITRARER
AEERERRRTSER - RRAERIEREFT
BERERR - hFHARTE (BR) RADAT
RAZRATE - Bt AREC2EREERLR
MEBANARETEAZRZIZE -

EREERN T —Z_FFWMER/M(2012F iR
TE(ER) (B3] HAD R EERFEFIZ
ISR 2 BE B BURF M CA-G-5 » BB LS
ST 2B EARER - Bl —MRETiEZ [EERII
A BT EALA RABAGEEHREE=F
—=F—A—BRIGBEBERMEMRBAKE A
Mo RETRITEIRAEEAREIE RMENEL AR
EFEHE © AN - KRBT ETEERINIE
TERETZHRERE  HABHAEKHESERR
ZE-=FRIKEE °

(Expressed in thousands of Hong Kong dollars)

6. RISK MANAGEMENT (continued)
(k) Strategic risk

The Board of Directors, assisted by senior management, is directly
responsible for the management of strategic risk. Directors formulate
the strategic goals and key direction of the Group in line with the
Group’s corporate mission, ensure business strategies are developed
to achieve these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s strategic
goals, review business performance, deploy proper resources to
achieve the Group’s objectives, and authorise management to take
appropriate actions to mitigate risks.

() Compliance with the Basel lll Capital Standards

Since the revised capital adequacy framework known as Basel Il
has become effective from January 2007, DSB has adopted the
standardised approach for credit risk and market risk, and the
basic indicator approach for operational risk. These are the default
approaches as specified in the Banking (Capital) Rules. Accordingly,
the Group has overhauled its systems and controls in order to meet
the standards required for these approaches.

To implement the new international capital standards commonly
referred to as the “Basel IllI” rules, the HKMA has published the
Banking (Capital) (Amendment) Rules 2012 and revised Supervisory
Policy Manual (“SPM”) CA-G-5 on “Supervisory Review Process”
in the 4th quarter of 2012. The revised capital standards and
related regulatory requirements have come into force for all locally
incorporated authorized institutions in Hong Kong starting from
1 January 2013. DSB has enhanced its capital management and
reporting framework for meeting the new requirements. Moreover,
DSB will also have to comply with the modified disclosure
requirements under Basel lll that are to be finalized by the HKMA in
2013.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

6. RABRERE@m 6. RISK MANAGEMENT (Continued)

(F) HEHEHEMIRSE (m) Launch of new product or service
SERBRBEAZTERSHLEFESEFER The launch of every new product or service is governed by the
SRE2HELIEL T EREBEEBIBHARE New Product Approval process stipulated under the Group Risk
FEEE B A\ 2P E A 2 32 1% ZRPI R HE Al 4 B 25 B Policy which requires the relevant business and supporting units,
FARORE  RRFEHERERSEAR o WHE including Group Risk Division, to review the critical requirements,
M RIGAIREE AEB 2 AR EARAEEATE risk assessment and resources plan before the launch. New products
BN EEHREHAINESeEEEZZESE or services which could have a significant impact on the Group’s
o REBEZ NEPEZBE ST E BH B E 5 risk profile should be brought to the attention of the Board or its
LEZ - LEREBEMENTERBIUER - designated committee(s) before the launch. The Group’s Internal

Audit function performs regular independent review and testing to
ensure compliance by the relevant units in the new product approval

process.
() BERENAG (n) The role of Internal Audit
AREB 7B ZRe—EBY  ZEEREEEES The Group’s Internal Audit Division is an independent, objective
P - SRR BCENM GRS B XS R Er assurance and consulting unit, which is designed to focus on
RAFHREIES o ZEE M — B IENTESHE enhancing and sustaining sound internal control in all business and
BREBEZZESIELIE ENER - BZE operational units of the Group. The Division reports functionally to the
BESETRERNNAIBIZGES) - flans R Group Audit Committee, which is chaired by an Independent Non-
Bir  BIENMZRBEUBRAEEIEH ZFHH Executive Director. The Division conducts a wide variety of internal
EEM  MEMERE - control activities such as compliance audits and operations and

systems reviews to ensure the integrity, efficiency and effectiveness
of the systems of control of the Group.
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BAHBITEBRRABRR
(REEZMA AR E])

AAZEREM (LA 78 [FP1)) B E P EH N E 61
F240EARMBITEEERARI (A THEHRBIEA
al) REMBAR (5E[E5E]) HiRE 85
W& MEREHMBRREER=ZE—Z—F+=A4
=T HANGREMARBMBIR A REEEZA L
FENRAENREER  REe2ERER - foks
BHRNGEHSTRELER  URFESHTK
R E REA M ERIE AR -

EERGEMBRRARENER

BERARESAARRBEEESTMASRANE
BB RE LR REB(R G DREEE
BRE  NWSHEAMBRRELAEMAFHR
R REEERAREGAMBEBRALENA
BRI - ARG A M RE T EAEHARGERE
R B H A B AR FRRERA o

RN ERE

BN EERRERMNBAEZERS HER
RIEMBR - WIRREBCR BMRGIDE 141 (FE
FERRRBS  RUILZIABREREELME
B I ERARENARAEMEMALR
FEAEEREE -

HPEREBEEESHEASRMNEEEALER
EITER - ZFERNERBMETERRE - A
RERATES - UABRERAUBBRERES
PEEEAEARSHEREL -

AR GRS
INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF DAH SING BANKING GROUP LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Dah
Sing Banking Group Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 61 to 240, which comprise
the consolidated and company statements of financial position as
at 31 December 2012, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants, and the
Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the Hong
Kong Companies Ordinance and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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INDEPENDENT AUDITOR’S REPORT

BREETNEE @ AUDITOR’S RESPONSIBILITY (Continued)

B REITIZF RS B4R S ISR AT An audit involves performing procedures to obtain audit evidence
L EERNETRE - TEENEFIUR about the amounts and disclosures in the consolidated financial
PRI HENR H T - B R R EEs i amE statements. The procedures selected depend on the auditor’s
BUIG A SRR TFEEARERRMA RS - E:F judgement, including the assessment of the risks of material
HEZ R - ZEETE B A RRELAGS B misstatement of the consolidated financial statements, whether
B ERAEL EE AT A & B8 R A RSB due to fraud or error. In making those risk assessments, the auditor
#l - ARRFTHEEMEIRT - BB MWL AR considers internal control relevant to the entity’s preparation of
AR BRI BERER - BB RENEE consolidated financial statements that give a true and fair view
EERAETRENAAENMER ST ETHNE in order to design audit procedures that are appropriate in the
B LA R EHBARA RS RR A EESHRA I - circumstances, but not for the purpose of expressing an opinion on

the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

TG - RPIFTESHEGT IR EIEE We believe that the audit evidence we have obtained is sufficient and
AR MRETE R AR - appropriate to provide a basis for our audit opinion.

=R OPINION

HPRE  ZELRAVBERREBET BT ER In our opinion, the consolidated financial statements give a true and
LR EEMAL R EATIREEERR —-F fair view of the state of affairs of the Company and of the Group as at
— 4+ A=+T—HB®EBNRR  REEEEH 31 December 2012, and of the Group’s profit and cash flows for the
ZZAIEFENFERBERE WEKRRBRES year then ended in accordance with Hong Kong Financial Reporting
CRENERIZ BiRE - Standards and have been properly prepared in accordance with the

Hong Kong Companies Ordinance.

BEEFKESTENEET PricewaterhouseCoopers
HEBEED Certified Public Accountants
5% —FT—=F=A=+H Hong Kong, 20 March 2013
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch

ik Address

TEE Tel

fHE Fax

RHFBITHRDA

Dah Sing Bank, Limited

BEBBOT

Hong Kong Island Branches

BRI
Aberdeen
SEEBEP VDT
Admiralty Centre

358 ) 1T

Causeway Bay
FES T

Central
BaIlDTT
Fortress Hill
ETITERT
Gloucester Road

MBS 51T
Happy Valley

BRBDIT
Heng Fa Chuen

HIBEIT
Johnston Road

kAT
North Point

BHEEST

Shaukiwan

AEEEDIT
Shek Tong Tsui

ERA1T
Sheung Wan
AEERD T
Taikoo Shing

BRI E 20 5%

20 Wu Pak Street, Aberdeen
ERE18EEP OES —E 10986

Shop No. 10, 1st Floor of the Podium, Admiralty Centre,
No. 18 Harcourt Road

S S HT 2 58 482 5%
482 Hennessy Road, Causeway Bay

BEEP19SIRIRAE
Worldwide House, 19 Des Voeux Road Central

B2 78 268-270 SR IEF K Eih T
Ground Floor, Sunny House, 268-270 King’s Road

ETITE 1085 AR SR LT
G/F, Dah Sing Financial Centre, 108 Gloucester Road

MR FEH 13T AL T AR

Shop A, G/F, Kam Yuk Mansion, No. 13 Yuk Sau Street,
Happy Valley

LB ERZR T 100 SE S WS A LR H T~ G59 57

Unit G59, G/F, Heng Fa Chuen Paradise Mall, 100 Shing
Tai Road, Chaiwan

BT 2EE 164 97

164, Johnston Road, Wanchai

R E3E 433-437 SRIKHAE

Chu Kee Building, 433-437 King’s Road

GHEB 57-87 SR A LB T G8 5 Al
Shop G8, G/F, Tai On Building, 57-87 Shaukiwan Road

SE KRBT 443-453 5 1th T 15-16 5748
Shop No. 15-16, G/F, 443-453 Queen’s Road West

fEEET 288 5% B AEH T B2 iHE—EBE
G/F & 1/F, No. 288 Des Voeux Road Central, Sheung Wan

BERBERANGWMARE 1R LR A T 501 SR
Shop No. G501, On Shing Terrace, No. 28 Taikoo Shing
Road & No. 1-9 Tai Yue Avenue, Taikoo Shing

2554 5463

3110 1886

2891 2201

2521 8134

2922 3389

2507 8866

2572 0708

2558 7485

2572 8849

2561 8241

2568 5271

2857 7473

2851 6281

2884 4802

2554 0843

3110 2818

2591 6037

2526 9427

2887 7604

2507 8654

2572 0718

2889 2520

2891 3743

2811 4474

2567 5904

2108 4539

2581 2216

2884 3151
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

272

41T Branch

ik Address

TEE Tel

fHE Fax

REFBVITHERAF
Dah Sing Bank, Limited

hEEDTT

Kowloon Branches

BRED1T BERIRE 62 SRR SR AN E S — FEi T A2
Hoi Yuen Road Portion 2 of Factory A, G/F, Block 1, Camelpaint Buildings, 2191 8103 2191 8723
62 Hoi Yuen Road, Kwun Tong

AW D17 AR 4-6 RIBREH T AS

Hunghom Shop A, G/F, Tak Yue Mansion, 4-6 Dock Street, Hunghom 2365 8110 2363 5917

ERD1T R HUE 335 5%

Jordan 335 Nathan Road, Jordan 2385 0161 2782 0993

BiEAT NEEBEREEASRELR O T 7-9 574

Kwun Tong Shop Nos. 7-9, G/F, Yee On Centre, 45 Hong Ning Road, 2389 3911 2389 8239

Kwun Tong, Kowloon

BEHT EEEMEEES —1E 1101 2110254

Lok Fu Shop Nos. 1101 and 1102, 1/F, Lok Fu Plaza, Wang Tau Hom 2337 6300 2337 6922

EEZHWAIT EENBEERES —ENIS R CH

Mei Foo Sun Portion C of Shop N95, First Floor, Nos. 1-17 Mount Sterling 2370 2660 2370 2006
Chuen Mall, Nos. 10-16 Lai Wan Road, Mei Foo Sun Chuen

HADT T £ 238 697 55k

Mongkok 697 Nathan Road, Mongkok 2394 4261 2391 9104

AR 21T KT BERE 124 57T

Shamshuipo G/F, 124 Fuk Wing Street, Shamshuipo 2361 0951 2958 0985

EREREES T NEEEERES — B 2 F5A-F6A 5

Telford Gardens Units F5A-FBA, Level 2, Telford Plaza I, Kowloon Bay 2927 4130 2755 4967

TEDT T IEB237TARHEXNE

Tokwawan |I-Feng Mansion, 237A Tokwawan Road 2365 9035 2363 5696

HBERDIT BEREEREIOREEN M NE G105

Tseung Kwan O Shop G10, G/F, The Edge, 9 Tong Chun Street, Tseung Kwan O 2752 1223 2752 1098

HER A BB EI PO B = HA— 12 127 548
FEE AP ODIT

Tseung Kwan O Shop 127, Level 1, Metro City Plaza Ill, Tseung Kwan O 2927 2101 2702 2305
Metro City Plaza

RDEHAT KV ERZE 66-705E & EAE

Tsimshatsui Golden Crown Court, 66-70 Nathan Road, Tsimshatsui 2366 9121 2311 1491
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch it Address B Tel BE Fax

RERITHRA A

Dah Sing Bank, Limited

hEEDTT

Kowloon Branches

BERLDTT BEE AUTEfEAT 103 R E AL 03 T G3C 5k

Wong Tai Sin Shop No. G3C, Ground Floor, Wong Tai Sin Plaza, Wong Tai Sin 2326 5165 2350 0894

p:: )i K 68 b S 228 561 55

Yaumatei 561 Nathan Road, Yaumatei 2782 1339 2385 9285

RERITHERA A

Dah Sing Bank, Limited

HREDT

New Territories Branches

REA1T R ILFE 6 5% R 3 E 15 = 12 302A [ 302B 574

Cheung Fat Shop Nos. 302A-302B, Level 3, Cheung Fat Plaza, 6 Tam Kon 2436 1866 2436 1505
Shan Road, Tsing Yi

BEFT FORELSIRATT R MR ES 111165

Kwai Fong Shop No. 116, First Floor, Kwai Fong Plaza, Kwai Fong Estate, 2487 8033 2489 1253
177 Hing Fong Road, Kwai Chung

BRILEEST 585117870 B 608 5% 55 821 LI £ 35 = 12 335 57 4

Ma On Shan Plaza Shop 335 on Level 3, Ma On Shan Plaza, 608 Sai Sha Road, 2929 4137 2633 3432
Ma On Shan

BXREDIT B SR 3395 F X4k 108 D-E 5 &l

Maritime Square Shop Unit 108 D-E, Maritime Square, 33 Tsing King Road, Tsing Yi 2435 1368 2435 1582

BB DT P9I 2R BX 168-236 5% & ity 93-95 kA

Ocean Walk Shop 93-95, Ocean Walk (Previous Pierhead Plaza), 2404 6931 2404 7130
168-236 Wu Chui Road, Tuen Mun

PDHEAT Y HATIB AR LM T 9 SR A

Shatin Shop 9, G/F, Lucky Plaza, Shatin 2606 3533 2601 2413

DRESAT Z/EYDIEE 288 G T

Sha Tsui Road G/F, No. 288 Sha Tsui Road, Tsuen Wan 2615 1510 2615 1099

Exp4T KT E BE 55-59 SEIKERIEH T B 54

Sheung Shui Shop B, G/F, Siu Kai House, 55-59 San Fung Avenue, Sheung Shui 2671 5030 2672 1533

RED1T KNIBLHIEA SR ESH T 53 5% & 54 5% i

Tai Po Units 53-54 on Level 1, Tai Po Plaza, No.1 On Tai Road, Tai Po 2667 2588 2664 3637

REST Y H KB & 55-56 S IaE AT 14-18 S & B EEH N 1 K 25748

Tai Wai Shops 1 and 2 on Ground Floor, Grandeur Garden, 26911272 2606 1531

14-18 Chik Fai Street, 55-56 Tai Wai Road, Shatin
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+ BHIBIRIT - DT R
MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch ik Address EiE Tel fHE Fax

FREDIT
New Territories Branches
RKBEEE DT RKEEE 5 =B 132 5% 5
Tin Shui Wai Shop no. 132, Chung Fu Shopping Centre Stage 2, Tin Shui Wai 2448 9008 2448 9112
Chung Fu
EEHT ZEERME14-16 B H R E
Tsuen Wan Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan 2492 8102 2415 0984
BRI AT P E =B 52-62 R B FEIEH T 4 5% K& 5 5% &
Tuen Mun Shops 4 and 5 on G/F, Man Cheung Mansion, 2441 6218 2441 6613
52-62 Tuen Mun Heung Sze Wui Road
REDIT KU || 5RO B SR AT 1 SR SRR VBB b T~ 23 524
Tung Chung Shop 23, G/F, Tung Chung Crescent,1 Hing Tung Street, 2109 3484 2109 4353
Tung Chung, Lantau Island
ZHWPHT ) s 2ERR TR EE AR 35 201 SR 4
Wah Ming Estate Shop 201, Wah Ming Shopping Centre, Wah Ming Estate, Fanling 2677 8830 2669 9950
BB LERT JTCEA LA RS T BAER 162-168 SRES S i T~ CIRéH
Yuen Long Castle Shop C, G/F, Len Shing Mansion, 162-168 Castle Peak Rd, 2479 4555 2479 4522
Peak Road Yuen Long

R D17
Shenzhen Branch

w247 FR BRI 288 A R EE BK 2010 SR B R A 0

Shenzhen ANE+HE1504B =
Unit 1504B, 15/F, Shenzhen Development Center Building, (86-755) (86-755)
2010 Renminan Road, Shenzhen, China 8223 2284 8223 2279
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+ BHIBIRIT - D1T R
MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch

ik Address

EEE Tel

RAEXRRTROBRAA

Banco Comercial de Macau, S.A.

B2 1T

Macau Branches

FBATT FEE R S 572 5%

Main Branch Avenida da Praia Grande, No. 572 (853) 8791 0000
REDT R RNFE 43958

Almirante Lacerda

Avenida Almirante Lacerda, No. 43B

(853) 2831 6191

RAOBAAT BAIRE %588 K5 % 30-30E 5%
Areia Preta Estrada Marginal do Hipédromo, Edificio, Nos. 30-30E (853) 2837 8262
BtTEST RIS LA B 53-59 5 T iR ¥ 52T A,B,D#

Horta e Costa

Avenida Horta e Costa, Nos. 53-59, R/C,
Edf. Grand Oceania, Lojas A,B,D.

(853) 2821 6523

BEST BAREGEHIREERNIPE 13 Bt T A

Kin Wa Estrada Marginal da Areia Preta, S/N, (853) 2845 0759
Edif. Kin Wa, Bloco 13, R/C, Loja A

51T B K 40-42 5 AT

Mercadores Rua dos Mercadores, Nos. 40-42, R/C A (853) 2857 2610

EHa1T R & A4 35 315-363 51/ % Fi| R0 0 T O 4

Nape Alameda Dr. Carlos D’ Assumpgéo, Nos. 315-363, (853) 2872 2515
Edificio “Hot Line”, R/C, Loja “O”

EEH 5T EE AT 4-65

Palha Rua da Palha, Nos. 4-6 (853) 2837 3762

BT OR1T AT A 29 5%

Ponte e Horta

DREST
Ribeira do Patane

Praca Ponte e Horta, No. 29

E=ITR A 4025
Rua do Visconde Paco d’Arcos, No. 402, R/C

(853) 2837 8704

(853) 2895 2942

alafT BIERAPHE +— R m/EEE 18 &£ “CC” 4
Toi San Rua Onze Bairro Tamagnini Barbosa, S/N, (853) 2823 8483

Jardim Cidade Nova, Bloco 18, R/C Loja “CC”

BREHT

Taipa Branches

RFEHBDIT BRNEAFIEN — BRI

Prince Flower City Rua de Evora, Prince Flower City, Lai San Kok, R/C | (853) 2884 2788

ERA1T BRAGRERSSICEF#H

Tak Fok Avenida de Kwong Tung, S/N, Edificio Tak Fok Seaview Garden, (853) 2882 1308
R/C, Loja F
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+ BHIBIRIT - DT R
MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch

ik Address

E5F Tel

BIRD1T

Coloane Branch

BRDIT B35 Al 9 5% D

Coloane Largo do Matadouro, No. 9-D (853) 2888 2374
41T Branch i3k Address B Tel

#1T
Head Office

FIIREZAT
Shenzhen Zhenye
Sub-Branch

BMD 4T

Guangzhou

EEBHT
Shanghai
MEa1T
Nanchang

EIDAT
Zhenjiang

L =AT

Foshan Sub-Branch

SR Y1 T 78 A R e PR B 5047 55 R B R SRIT A E 16 18
16/F, Shenzhen Development Bank Building,
5047 Shennan Dong Road, Luo Hu District, Shenzhen

Y ELEE 2014 IREAEAREE
G/F, Block A, Zhenye Building, 2014 Baoan Nan Road, Shenzhen

BREREMM AR 604-253 RFTIEITAEEE 01 BT
E/E01ET

Unit 01 at 1st Floor, Unit 01 at 2nd Floor, Dah Sing Bank Building,
No. 604-2, North Renmin Road, Guangzhou, Guangdong
EETERIKE6HR1EBE

Room B, 1/F, 86 North Cao Xi Road, Shanghai
AFAEEmELEK1365F 1-2 8

1/F & 2/F, 136 Dieshan Road, Nanchang, Jiangxi

TLERE ST BR PR 59 5%
59 Jiefang Road, Zhenjiang, Jiangsu

REER A 6 1L T R R I T8 3R E 8 R B & R B 2R
11114 - 12048

Shop 111 & Shop 120, No. 1 Bauhinia Building,
Starcrest, No. 8 Jinyuan Road, Guicheng,

Nanhai District, Foshan, Guangdong

(86-755) 2519 9033

(86-755) 2238 5500

(86-20) 8116 0888

(86-21) 2411 3388

(86-791) 8688 7333

(86-511) 8530 9999

(86-757) 8513 3555
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