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1. PRINCIPAL ACCOUNTING POLICIES
(a) Principal activities

The principal activities of the Group are the provision of banking, financial and
other related services. The principal activity of the Company is investment
holding.

(b)  Basis of preparation

The accounts have been prepared under the historical cost convention as
modified by the revaluation of certain premises, investment properties and
investments in securities, and in accordance with accounting principles
generally accepted in Hong Kong, and comply with Statements of Standard
Accounting Practice (“SSAPs") issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA").

The Company was established on 11th March 2004 as the holding company
for the banking-related subsidiaries of the ultimate holding company, Dah Sing
Financial Holdings Limited (“DSFH"). DSFH completed a group reorganisation
(the “Reorganisation”) during the year whereby DSFH transferred its banking-
related subsidiaries to the Company. The Reorganisation, which was completed
on 12th June 2004, was effected by a share-for-share swap of DSFH’s interests
in the banking-related subsidiaries (which comprise Dah Sing Bank, Limited,
MEVAS Bank Limited, D.A.H. Holdings Limited and Global Courage Securities
Limited) with the Company. The Company was subsequently listed on The
Stock Exchange of Hong Kong Limited on 30th June 2004.

As part of the Reorganisation, Dah Sing Bank, Limited, which is now a
subsidiary of the Company, disposed of its interest in the entire share capital
of Dah Sing Insurance Agency Limited (“DS Insurance Agency”) to the ultimate
holding company, DSFH.

On the basis of the merger accounting method set out in SSAP No. 27
" Accounting for Group Reconstructions”, the consolidated accounts include
the assets and liabilities, and results of the Company and the banking
subsidiaries now forming the Group as if the Company had existed and these
banking-related subsidiaries had been subsidiaries of the Company throughout
the reporting periods.

Dah Sing Banking Group Limited
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
(b) Basis of preparation (Continued)

The results and contribution under “discontinued operation” refer to those of
DS Insurance Agency which have been included in the consolidated profit and
loss account up to the date of disposal to DSFH, i.e. 12th June 2004.

The consolidated accounts have been prepared in accordance with the
requirements set out in the Supervisory Policy Manual entitled “Financial
Disclosure by Locally Incorporated Authorized Institutions” issued by the Hong
Kong Monetary Authority.

HKICPA has issued a number of new and revised Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards (the “new
HKFRSs"”) which are effective for accounting periods beginning on or after 1st
January 2005. The Group has not early adopted these new HKFRSs in the
accounts for the year ended 31st December 2004. The Group has already
commenced an assessment of the impact of these new HKFRSs but is not yet
in a position to state whether these new HKFRSs would have a significant
impact on its results of operations and financial position.

(c) Consolidation

The consolidated accounts include the accounts of the Company and the
Group made up to 31st December. Subsidiaries are those entities in which the
Group controls the composition of the board of directors, controls more than
half of the voting power or holds more than half of the issued share capital.
The results of subsidiaries acquired or disposed of during the year are included
in the consolidated profit and loss account from the effective date of acquisition
or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group are
eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the difference
between the proceeds of the sale and the Group’s share of its net assets.

Minority interests represent the interests of outside shareholders in the
operating results and net assets of subsidiaries.

In the Company’s balance sheet the investments in subsidiaries are stated at
cost less provision for impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends received and

receivable.

—ETFEFR 2004 Annual Report
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1.
(d)

PRINCIPAL ACCOUNTING POLICIES (Continued)

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 consolidated profit and loss account includes the Group’s share of the

results of jointly controlled entities for the year, and the consolidated balance

sheet includes the Group’s share of the net assets of the jointly controlled

entities.

(e)

Dah Sing Banking Group Limited

Income recognition
i) Interest income

Interest income is recognised in the profit and loss account as it accrues.
Interest accrual ceases when the loans have no prospect of eventual
recovery. Interest accrual is typically suspended if a loan is overdue for
three months except for (1) residential mortgage loans where the net
realisable value of collateral is sufficient to cover the outstanding
principal and accrued interest; and (2) loans that are restructured and
serviced in accordance with revised credit facilities.

For (1), interest accrual is suspended if a residential mortgage loan is in
arrears for more than twelve months, irrespective of the net realisable
value of the collateral. For (2), interest accrual on the restructured loans
will only be made if the relevant loans have been properly serviced in
accordance with the terms of the restructured credit facilities.

Interest accrual for credit card receivables and consumer loans managed
on a portfolio basis is suspended if the loan is overdue for three months.
Any interest previously recognised and remaining uncollected is reversed
from the profit and loss account.

i) Fees and commission income

Fees and commission income are accounted for in the period when
receivable, except for fees receivable in advance which are deferred and
recognised over the relevant period.

iii)  Dividend income

Dividend income is recognised when the right to receive payment is
established.
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
(f)  Advances and other accounts

Advances and other accounts are generally reported in the balance sheet at
the principal amount outstanding net of provisions for bad and doubtful debts.
Cash rebates granted in relation to residential mortgage loans are capitalised
and amortised on a straight line basis over the prepayment penalty period not
exceeding three years.

All advances are recognised when cash is advanced to borrowers.

(g) Provisions for bad and doubtful debts

Provisions are made against specific loans and advances as and when the Credit
Committee with authority delegated by the Board of Directors have doubts on
the ultimate recoverability of principal or interest in full. Specific provisions are
made to reduce the carrying value of an asset, net of any collateral, to the
expected net realisable value based on the Credit Committee’s assessment of
the potential losses on those identified loans and advances on a case-by-case
basis. Where it is not possible to reliably estimate the loss, the Group applies
predetermined provisioning levels to the unsecured portion of loans and
advances based on the Group’s loan classification procedures.

The Group internally classifies loans and advances into five broad categories:
Pass, Special Mention, Substandard, Doubtful and Loss. The classification of
loans and advances is largely based on an assessment of the borrower’s capacity
to repay and on the degree of doubt about the collectibility of interest and / or
principal. One important indicator of collectibility is the period that payments
of interest and / or principal have been overdue.

Specific provisions ranging from 25% to 50% of the unsecured exposure of
an overdue loan classified as Substandard is made depending on the type of
loans. Further specific provisions are made if the relevant loans’ overdue period
lengthens, or if additional credit information indicates that more severe credit
deterioration requires downgrading of the loans. Full specific provision is
normally made against the outstanding unsecured exposure of an overdue
loan classified as Loss.

—ETFEFR 2004 Annual Report
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
(g) Provisions for bad and doubtful debts (Continued)

In the case of unsecured personal bankruptcy loans, 100% specific provision is
made whenever bankruptcy petitions are filed against or by the borrowers
and the loan balance is immediately written off.

In addition, amounts have been set aside as a general provision for doubtful
debts. General provision is not specifically earmarked against any individual
loan and is provided based on predetermined percent of the loan book after
excluding Government guaranteed loans and cash collateralised lending.

Both specific and general provisions are deducted from “Advances and other
accounts” and “Trade bills” in the balance sheet.

When there is no realistic prospect of recovery, the outstanding debt is written
off.

(h)  Finance leases and hire purchase loans

The amounts due from finance lease and hire purchase customers are included
in “Advances to customers” and are stated at net investment. Income on
contracts determined on a fixed interest rate basis is accrued and earned using
the sum of digits method.

Commissions paid to dealers on hire purchase loans are amortised on straight
line basis mainly not exceeding three years. The amortisation charge is included
as part of net interest income in line with the market practice.

(i)  Repossessed assets

Advances with repossessed collateral assets will continue to be accounted for
as customer advances. Upon the repossession of collateral assets for realisation
in recovering customer advances, the advances are adjusted to the net
realisable value of the repossessed assets, which are revalued periodically.
Specific provisions are made on the shortfall between the expected sales
proceeds from realisation of the repossessed assets and the outstanding
advances.

(j) Translation of foreign currencies

Transactions in foreign currencies are translated at exchange rates ruling at
the transaction dates. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are translated at the rates of exchange
ruling at the balance sheet date. All exchange differences are dealt with in the
profit and loss account.

Dah Sing Banking Group Limited
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
() Translation of foreign currencies (Continued)

The balance sheet of subsidiaries expressed in foreign currencies are translated
at the rates of exchange ruling at the balance sheet date whilst the profit and
loss account is translated at an average rate for the period. Exchange

differences are dealt with as a movement in reserves.

(k) Deferred taxation

Deferred taxation is recognised in full, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their
carrying amounts in the accounts. Taxation rates enacted or substantively
enacted by the balance sheet date are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be
utilised.

()  Fixed assets
i) Premises

Premises are stated at cost or valuation less accumulated impairment
losses and depreciation calculated to write off the assets over their
estimated useful lives on a straight line basis as follows:

- Leasehold land is depreciated over the remaining period of the
lease or up to 30th June 2047 whichever is shorter.

- Buildings are depreciated over a total estimated useful life of 50
years. On revaluation, the revalued amount is depreciated on a
straight line basis over the remaining portion of the useful life.

Premises are valued as necessary at fair value, and in any case at intervals
of not more than three years by independent professional valuers. The
valuations are on an open market value basis related to individual
properties. The valuations are incorporated in the annual accounts.
Increases in valuation are credited to the “Premises revaluation reserve”.
However, a revaluation increase is recognised as income only to the
extent that it reverses a revaluation decrease of the same asset previously
recognised as an expense. Decreases are first set off against increases
on previous valuations of the same asset and thereafter are debited to
the profit and loss account. Upon disposal of the premises, the relevant
portion of the revaluation reserve realised in respect of previous
valuations is released and transferred from the “Premises revaluation
reserve” to “Retained earnings”.

—ETFEFR 2004 Annual Report
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1.  PRINCIPAL ACCOUNTING POLICIES (Continued)

(I)  Fixed assets (Continued)
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Dah Sing Banking Group Limited

ii)  Investment properties

Investment properties are interests in land and buildings in respect of
which construction work and development have been completed and
which are held for their investment potential, any rental income being
negotiated at arm’s length.

Investment properties held on leases with unexpired periods greater than
20 years are valued annually by independent professional valuers. The
valuations are on an open market value basis related to individual
properties and separate values are not attributed to land and buildings.
The valuations are incorporated in the annual accounts. Increases in
valuation are credited to the “Investment properties revaluation reserve”.
Decreases in valuation are first set off against increases on previous
valuations on a portfolio basis and thereafter are debited to the profit
and loss account. Any subsequent increases in valuation are credited to
the profit and loss account to the extent of the deficit previously charged.

Investment properties held on leases with unexpired periods of 20 years
or less are depreciated over the remaining portion of the leases.

Upon the disposal of an investment property, the relevant portion of the
revaluation reserve realised in respect of previous valuations is released
from the “Investment properties revaluation reserve” to the profit and
loss account.

iii)  Furniture, fixtures, equipment and motor vehicles

Furniture, fixtures, equipment and motor vehicles are stated at cost less
accumulated impairment losses and depreciation calculated to write off
the assets on a straight line basis over their estimated useful lives, which
are generally between 5 and 10 years.



Bk B B &E

Notes to the Accounts

(LE# T T3 7)

>

FESHBEE @

(28’ BIEEE (#)

(2

=

T) RBEELERE

EESFHEER  HAZEANINERART
HETE &M - KE  RERTEZ
REELSSHBRRE - WAERRBRE
EHBRRE AGAEEZTRDE
B RFEREBEARNKSEEEZRE
AR ZE R AW EBE - thFRERE
ERERAR - BREEENRGEET
B MBEBETBEXEECEMA
g EUIER AR AEHRE -

SRR EE (REMERID) 2l
BB BB FEREEREE
ZEE  WRBAERR - AWEEY
EERBERIBRERERF - 17
IEREED -

EERE
B) BHEIHEF

FEIMRELSIAKERENERALE
BN EIHZARMERIES - %5

78 A P AR BRI S M R (B 2E A T
AR - AR T st YR i A A 2 R B AT
FRERH R BEEREMAR - K
EIRHIREER MR E - RIBHH R -
WRELRERERDIIERIRE

BEREEBESEL 2 EEL IR #
HEBREENSKAS - BEREIH
BHFROENHERE - e EELRT

(Expressed in thousands of Hong Kong dollars)

()

(m)

PRINCIPAL ACCOUNTING POLICIES (continued)
Fixed assets (Continued)
iv)  Impairment and gain or loss on sale

At each balance sheet date, both internal and external sources of
information are considered to assess whether there is any indication
that the book value of premises, furniture, fixtures, equipment and
motor vehicles are impaired. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an impairment
loss is recognised to reduce the carrying cost of the asset to its
recoverable amount. Such impairment losses are recognised in the profit
and loss account except where the asset is carried at valuation and the
impairment loss does not exceed the revaluation surplus for that same
asset, in which case it is treated as a revaluation decrease.

The gain or loss on disposal of a fixed asset other than investment
properties is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in the profit
and loss account. Any revaluation reserve balance remaining attributable
to the relevant asset is transferred to retained earnings and is shown as

a movement in reserves.

Investment in securities
i) Held-to-maturity securities

Held-to-maturity securities are dated debt securities which the Group
has the expressed intention and ability to hold to maturity. These
securities are stated at cost adjusted for the amortisation of premiums
or discounts arising on acquisition over the periods to maturity, less
provision for diminution in their value other than temporary. Provisions
are made for the amount of the carrying value which the Group does
not expect to recover and are recognised as an expense in the profit and
loss account as they arise.

The amortisation of premiums or discounts arising on acquisition of
dated debt securities is included as part of interest income. Profits or
losses on realisation of held-to-maturity securities are accounted for in
the profit and loss account as they arise.

—ETFEFR 2004 Annual Report
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(m)

Dah Sing Banking Group Limited

PRINCIPAL ACCOUNTING POLICIES (continued)
Investment in securities (Continued)
ii)  Trading securities

Trading securities are securities which are acquired for the purpose of
generating a profit from short-term fluctuations in price and are stated
at fair value. Fair value represents the quoted market price for securities
that are actively traded in a liquid market. For securities which are not
actively traded or are unlisted, fair value is estimated by seeking
quotations from unrelated financial institutions actively dealing in the
securities. Changes in the fair value of trading securities are recognised
in the profit and loss account as they arise. Profits and losses on disposal
of trading securities, representing the difference between the net sales
proceeds and the carrying amounts, are recognised in the profit and
loss account as they arise.

iii)  Non-trading securities

Non-trading securities include debt securities held for liquidity purposes
which are held primarily to maintain the liquidity ratio as defined in the
Fourth Schedule of the Hong Kong Banking Ordinance and other debt
and equity securities and interests in investment funds which are not
held for trading purposes. Non-trading securities are stated at fair value
on the balance sheet. Fair value represents the quoted market price for
securities that are actively traded in a liquid market. For securities which
are not actively traded or are unlisted, fair value is estimated by seeking
quotations from unrelated financial institutions actively dealing in the
securities or by way of various pricing techniques generated internally

or from external sources.

Changes in the fair value of non-trading securities are recognised in the
“Investment revaluation reserve” until the security is sold or determined
to be impaired, at which time the cumulative gain or loss representing
the difference between the net sales proceeds or the expected
recoverable amount and the carrying amount of the relevant security,
together with any surplus / deficit transferred from the investment
revaluation reserve, is included in the profit and loss account.
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A ARBEFEREEERENITETAR
FEMRAZE2ITERBRRE IR MM
(A) »

BEhEAEEECARERNGS D RABERARE
RISEERLEMER A - EHEAEEER
ZABEBRUBRENEMWERR RAERIA -

(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(n) Operating leases

Leases where substantially all of the rewards and risks of ownership of the
assets remain with the leasing company are accounted for as operating leases.
Rentals applicable to such operating leases net of any incentives received from
the lessor are charged to the profit and loss account on a straight line basis
over the lease term.

Where the Group is the lessor, the assets subject to the lease are included in
fixed assets in the balance sheet. They are depreciated over their expected
useful lives on a basis consistent with similar owned fixed assets. Rental income
from operating leases is recognised on a straight line basis over the lease term.
Initial direct costs incurred specifically to earn revenue from an operating lease
are recognised as an expense in the profit and loss account in the period in
which they are incurred.

(o) Off-balance sheet financial instruments

Off-balance sheet financial instruments arise from futures, forward, swap and
option transactions undertaken by the Group in the foreign exchange, equity,
interest rate and other markets.

Accounting for these instruments is dependent upon the purpose for which
the transactions are undertaken.

Transactions undertaken for trading purposes are re-measured to their fair
value. Fair values are obtained periodically from various sources, including
quoted market prices, discounted cash flow models and option pricing models
as appropriate. The gains and losses arising from trading in foreign exchange
instruments are recognised in the profit and loss account as “Net gain / (loss)
from foreign exchange trading”. The gains and losses arising from trading in
interest rate and other financial instruments are recognised in the profit and
loss account and included as part of other operating income. The major
methods and assumptions used by the Group in estimating the fair value of
trading derivatives are set out in note 37(c) to the accounts.

Unrealised gains on transactions which are marked to market are included in
“Advances and other accounts” in the balance sheet. Unrealised losses on
transactions which are marked to market are included in “Other accounts and

accruals”.
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(LE# T T3 7)
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(o) Off-balance sheet financial instruments (Continued)

On the date a derivative contract is entered into, the Group may designate
certain derivative transactions as hedges. Derivatives are classified as a hedge
when a formal linkage between the hedging instruments and the hedged items
is clearly identified and documented at the inception of the hedging
transactions. The risk mitigation effectiveness of the hedging instruments is
reviewed by the Group Risk Division and is monitored on an on-going basis.
Transactions designated as hedges are valued on an equivalent basis to the
assets, liabilities or net positions that they are hedging. Any profit or loss is
recognised on the same basis as that arising from the related assets, liabilities
or net positions.

If the derivative transaction no longer meets the criteria for a hedge set out
above, the derivative is deemed to be held for trading purposes and is
accounted for as set out above.

Derivative transactions are offset only when the Group has the ability to insist
on net settlement such as by means of entering into a master netting
agreement or other legally enforceable arrangements. Any right to insist on a
net settlement that is contingent is only taken into account when the Group is
able to enforce net settlement in all situations of default by the other party or
parties including insolvency of any parties to the contract, and the ability to
insist on a net settlement is assured beyond doubt.

Derivative transactions are not offset unless the related settlement currencies
are the same, or are denominated in freely convertible currencies for which

guoted exchange rates are available in an active market.

(p) Provisions

Provisions are recognised when the Group has a present legal or constructive
obligation which, as a result of past events, makes it probable that an outflow
of resources will be required to settle the obligation, and a reliable estimate of
the amount can be made.

The Group provides for costs related to restructuring of the Group’s operations
which are subject to detailed formal plans that are under implementation or
have been communicated to those affected by the plans. Restructuring
provisions mainly comprise employee termination payments. Provision is made
when it is probable that an outflow of economic benefits will arise and the
amounts can be reliably estimated.
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(Expressed in thousands of Hong Kong dollars)

(q)

PRINCIPAL ACCOUNTING POLICIES (continued)
Employee benefits
i) Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. An accrual is made for the
estimated liability for annual leave and long service leave as a result of
services rendered by employees up to the balance sheet date.

ii)  Bonus plans

Liabilities for bonus plans due wholly within twelve months after the
balance sheet date are recognised when the Group has a present or
constructive obligation as a result of services rendered by employees
and a reliable estimate of the obligation can be made.

iii)  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 generally
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.

iv)  Equity compensation benefits

Share options of the Company and the ultimate holding company are
granted to directors and senior executives under the Share Option
Scheme of the Company and the Executive Share Option Scheme of the
ultimate holding company.

Equity compensation benefits resulting from the issue of share options
to the Group’s employees at less than the fair value at which those
instruments would be issued to a third party are not recognised in the
Group's accounts.
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(r)  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
accounts. 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
accounts when an inflow of economic benefits is probable. When such inflow
is virtually certain, an asset is recognised.

(s) Segment reporting

In accordance with the Group’s internal financial reporting policy, the Group
has determined that business segments be presented as the primary reporting
format. Over 90% of the Group’s revenues and assets are originated from
business decisions and operations based in Hong Kong.

(t)  Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash and cash
equivalents comprise treasury bills held for trading purposes and balances with
less than three months’ maturity from the date of acquisition including cash,
balances with banks and other financial institutions, treasury bills and
certificates of deposit.
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
— - MEWA 2. INTEREST INCOME
2004 2003
EWIRER WA Interest income on listed investments 162,749 214,443
JEEMZEF WA Interest income on unlisted investments 395,323 411,358
H A A Other interest income 1,670,334 1,730,155
2,228,406 2,355,956
= HiZEERA 3. OTHER OPERATING INCOME
2004 2003
R E RAE KA Fees and commission income 473,187 467,583
BE RS EREEI T Less: Fees and commission expense (56,524) (49,976)
FREERASWA Net fees and commission income 416,663 417,607
HNEE B B F W Net gain from foreign exchange trading 73,490 26,028
FIEEERENES RITETAF Net (loss) / gain from trading securities
(E518) / Wz and derivatives (4,462) 56,317
ERELRE ZRBEWA Dividend income from investments in securities
EWEE Listed investments 4,238 162
JELEMIRE Unlisted investments 15,858 9,738
BEYHE 2SR A B Gross rental income from investment properties 10,802 11,900
HaHES WA Other rental income 5,689 5,417
Hh Others 9,660 7,085
531,938 534,254
g~ EERH 4. OPERATING EXPENSES
2004 2003
ASER(BREEEWS) WER) Staff costs (including directors’
remuneration) (Note 5) 471,124 441,682
TEREMETEEE Premises and other fixed assets
TEZHES® Rental of premises 33,340 44,100
Hith Others 53,810 54,944
wE EETR) Depreciation (Note 25) 63,153 63,009
1% LD B Auditors’ remuneration 2,625 2,225
Hth & H Other operating expenses 178,194 175,127
802,246 781,087

REBHVATEZEASEREOETE=2K
Frifgmz s

Rental of premises under operating leases is stated net of rental income

received from sub-lease agreements with third parties.
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
B ASEA 5. STAFF COSTS
2004 2003
FHEEMAEER Salaries and other costs 444,258 418,825
BRI —REERETE ) Pension costs - defined
contribution plans (Note 10) 26,866 22,857
471,124 441,682

AR RBAER & R R R R ZITERA
SRS (Fﬁ%ﬁimﬂaﬂﬁﬂgﬂiﬂj IRES

RAEE 2 BRITBA BRI 2B -
RERNTES 2B AR5 M E
H, o

RNER - —h7 (2003 : WAL RAATTRA BITE
& HM 1 (2003 : 731) FIEREE A ¥ € §125,000
[% (2003 : 200,000/%) A& 17 HY SR AL HE o KR K
e mRRERT SR T 2 BIEE - RETSR
RETNREBERERD - ZERBEARRET
FERAATCRBRMNERKMELELRTRE
B2 E - X485 A712,0007% 7t (2003 :
2,130,000% 7T) 3 B B IETE LA £ 2 B J2 E A
AFEAAN -

RZZZEWF+ZA=+—0  —afkTH
ABEZZTENF+—AZ+HBEE TR
% 7N A §]250,0000% f& 0 B R IR 1 ] 55— i =
BITBABE_TENF+—AZTHARE
AN ARETEERTARBEATEH
250,000/% i 17 HYZR K #E - (DARETTEE « AR
RIRARF @R RIRAEF NER T HRET 258
—Z2EZXEE B MR T EEEEITE - MaZ
ERRE2TEBED B AETR16.70% T K&
64.0087T - RZEZ=F+_A=+—8H"
EETBRABE_ZESFNA=AERT
A SR8 K3 5R25,0000% i1 M R RE 4 - Ik
BT - WERRBEEEANFARITE - 2
REE B £t 2 712,000 7T ©

Share-based compensation through the Company’s Share Option Scheme and
the Executive Share Option Scheme of the ultimate holding company, DSFH
(the "DSFH Scheme"”) is available to Directors and senior executives of the
Group. Details of the share-based compensation paid to Directors in the year
are disclosed in Note 9 below.

A total of 2 (2003: 6) options to subscribe for 25,000 (2003: 200,000) shares
of DSFH were exercised by one (2003: two) senior executive in the year. Instead
of allotting new shares, DSFH exercised its discretion as allowed under the
DSFH Scheme by making a cash payment in lieu of the required share allotment.
The cash payments were determined based on the difference between the
closing market price of DSFH's shares upon exercise of the options and the
predetermined exercise price of the option shares. The total payment amounted
to HK$712,000 (2003: HK$2,130,000) and is included in the above as salaries
and other costs.

As at 31st December 2004, options to purchase 250,000 shares of the
Company granted to one senior executive and options to purchase 250,000
shares of DSFH granted under the DSFH Scheme to another senior executive
on 25th November 2004 remained outstanding. The Company’s and the DSFH
options are exercisable in varying amounts between the first and sixth
anniversaries of the date of grant and have an exercise price of HK$16.70 per
share and HK$64.00 per share respectively. As at 31st December 2003, options
to purchase 25,000 shares of DSFH granted to one senior executive on 3rd
April 2000 remained outstanding. These options had been exercised during
the year, resulting in the payment of HK$712,000 stated above.

BeaMezhAL : The emoluments of the five highest paid individuals:
(FF) BY2#E=t (i)  The aggregate emoluments
2004 2003
e EBE - BEYMzmREMER Salaries, housing, benefits in kind
and other allowances 41,929 41,868
RIKSBA Pensions 1,040 1,237
42,969 43,105

RIRTEEFRAA
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- AEEHRW
(Z) EEBBERAANLHBSHERMT :

(Expressed in thousands of Hong Kong dollars)

5. STAFF COSTS (Continued)

(i)  The numbers of the five highest paid individuals whose
emoluments fell within the following bands were:

A
Number of individuals

BT HKS 2004 2003
4,500,001 - 5,000,000 1 -
5,000,001 - 5,500,000 1 3
6,000,001 - 6,500,000 1 =
6,500,001 - 7,000,000 1 -~
10,500,001 - 11,000,000 - 1
16,500,001 - 17,000,000 - 1
19,500,001 - 20,000,000 1 -
5 5

EAfuGEasMEWAZALTAR A=
(2003 : =fu) REEE=E - HABANESHE
EREEMEAA -

RER » AEBWEREMNAUKSRAAL
SANBE - ERIASINEASEE 2 2E R

Included in the emoluments of the five highest paid individuals were the
emoluments of three (2003: three) Directors. Their respective Directors’
emoluments have been included in Note 9 below.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

6. CHARGE FOR BAD AND DOUBTFUL DEBTS

2004 2003
R 224 5 Specific provisions charged
— FIE — New provisions 320,290 609,598
— [o] 4 - Releases (86,182) (27,862)
— [ — Recoveries (68,133) (42,119)
165,975 539,617
—RREE S H/(BE) General provisions charged / (written back)
—RHECEER — Continuing operations 42,771 (4,865)
— BRI EET — Discontinued operation 9 2
42,780 (4,863)
BaEERFE =) Net charge to profit and loss account (Note 20) 208,755 534,754
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(LE# T T3 7)

t BEEEEEMRUEEEEE
B/ (B18)

(Expressed in thousands of Hong Kong dollars)

7. NET GAIN / (LOSS) ON REVALUATION AND
DISPOSAL OF FIXED ASSETS

2004 2003

®E Y S LR ER B CRE) Deficit write-back / (deficit) on revaluation
of investment properties 49,839 (19,022)
ITEEMRE Deficit on revaluation of premises = (45,187)
HERE N Gain on disposal of investment properties - 590
A [E F & E E R Loss on disposal of other fixed assets (474) (860)
49,365 (64,479)

N EHEAR 8. REORGANISATION COSTS

ERERREEAMELRARRINENER
2R

Reorganisation costs represent direct expenditure arising from the Reorganisation
shared by the Company:

2004 2003
BRI 2 ENEEE Stamp duty on transfers of shares 5,826 =
FREREXEERER Legal and professional fees 2,480 -
H Others 657 =
8,963 -
h EEME 9. DIRECTORS’ EMOLUMENTS
2004 2003
MITRIENITES - Executive and non-executive directors:
ik Fees 200 200

e BE - BEMNSREMER
BKEREF

N EEEME BERBYIENTESIN2iE
4100,0007% 7T (2003 : 100,000 7T) °

NEFA - WAz (2003 : WA BEITES LG
(2003 : W 13) A] RHE K ¥ & 5218,7500%
(2003 : 256,250/%) A& 1) B SRARAE AR AT
SRR B T 2 BIERE - RIS RNUE
SENIREBMERD - ZEFEARRETE
EHRHEmROEREMEBEARERER
2w {8 o ¥ #2% /6,800,000/% 7T (2003 :
4,464,000 70) WE BEEN L2 EYF &
ﬁq °

RIRTEEFRAA

Salaries, housing, benefits in kind

and other allowances 40,270 33,301
Pensions 1,118 1,081
41,588 34,582

Included in the above directors’ emoluments are fees amounting to
HK$100,000 (2003: HK$100,000) paid and payable to independent non-

executive directors.

A total of 2 (2003: 4) options to subscribe for 218,750 (2003: 256,250)
shares of DSFH were exercised by two (2003: two) Directors in the year.
Instead of allotting new shares, DSFH exercised its discretion as allowed
under the DSFH Scheme by making a cash payment in lieu of the required
share allotment. The cash payments were determined based on the
difference between the closing market price of DSFH's shares upon exercise
of the options and the predetermined exercise price of the option shares.
The total payment amounted to HK$6,800,000 (2003: HK$4,464,000) and
is included in the above as benefits in kind.
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(Expressed in thousands of Hong Kong dollars)

9. DIRECTORS' EMOLUMENTS (Continued)

As at 31st December 2004, options to purchase 250,000 shares of the
Company granted to one Director and options to purchase 1,650,000 shares
of DSFH granted under the DSFH Scheme to three Directors on 25th November
2004 remained outstanding. The Company’s and the DSFH options are
exercisable in varying amounts between the first and sixth anniversaries of the
date of grant and have an exercise price of HK$16.70 per share and HK$64.00
per share respectively. As at 31st December 2003, options to purchase 218,750
shares of DSFH granted to two Directors on 3rd April 2000 remained
outstanding. These options had been exercised during the year, resulting in
the payment of HK$6,800,000 stated above.

The emoluments of the directors fell within the following bands:

BEEAHY
Number of Directors
BT HKS 2004 2003
# Nil - 1,000,000 5 4
1,000,001 - 1,500,000 1 1
2,000,001 - 2,500,000 - 1
2,500,001 - 3,000,000 1 -
3,500,001 - 4,000,000 -
4,000,001 - 4,500,000 1 -
5,000,001 - 5,500,000 - 2
6,000,001 - 6,500,000 1 -
6,500,001 - 7,000,000 1 -
16,500,001 - 17,000,000 - 1
19,500,001 - 20,000,000 1 -
11 10

LWESMERREAFEAEBERESME Z =11
(2003 : =fir) AL

RER  AEBETERAEMNEENIE - 1F
AMAKIBAREE 2 BENBERAE -

The above analysis includes the three (2003: three) individuals whose
emoluments were the highest in the Group for the year.

During the year, no emoluments were paid by the Group to any of the Directors
as an inducement to join or upon joining the Group or as compensation for
loss of office.
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T BAEXH
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ABERAZRRE T H AR EE S REHK
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N4 R FE S R 30A 511,217,000/% 7T (2003 -
1,125,000/ 70) E BB EH MR B RIERE]
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Tt 368 T VE L SH AR FERR o

REFRESERP B ZHIAE -

(Expressed in thousands of Hong Kong dollars)

10. PENSION COSTS

Employer’s contributions to the mandatory provident fund scheme and a
number of defined contribution plans are made at rates ranging from 5% to
15% of employees’ monthly salaries. The pension costs charged to the profit
and loss account represent contributions paid and payable by the Group to
defined contribution retirement schemes (Note 5).

Contributions totalling HK$ 1,217,000 (2003: HK$1,125,000) were payable to
the schemes at the year end and are included in “Other accounts and accruals”.
Forfeited contributions totalling 3,371,000 (2003: HK$6,094,000) were utilised
during the year. No unutilised forfeited contributions were available at the
year end (2003: Nil) to reduce future contributions.

11. TAXATION

Hong Kong profits tax has been calculated at the rate of 17.5% (2003:17.5%)
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 rates of taxation prevailing in the countries in which the
Group operates. A deferred tax asset on tax losses has been recognised to the
extent that it is probable that taxable profit will be available against which
these tax losses can be utilised.

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

represents:
2004 2003
REFRIE Current taxation:
B NG Hong Kong profits tax
—RHECEER — Continuing operations 187,120 149,821
— BRI IRE TS — Discontinued operation 47 18

HABREZABENEHER

BB EMH

BN

REFERBERE
EER A (Pt /\)
—HEREREENELRER

—Bidk LA 8

RIRTEEFRAA

Attributable share of estimated Hong Kong profits
tax losses arising from investments

in partnerships (80,741) (69,591)

106,426 80,248

Investments in partnerships written off 59,490 53,287

165,916 133,535

Overseas taxation 407 1,005

Over-provision in prior years (17,503) (6)

Deferred taxation (Note 28)

— relating to the origination and reversal

of temporary differences (12,294) (7,619)

—resulting from an increase in tax rate - (4,139)

136,526 122,776
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AEBRENETEAREELELTIEERE
BA - WEABEENRXBLETELTHR
BIRHEE - AEBERLEFABLEND®RS
PGB IBMTEH S - AEERESB R
REBRRAIABEABRT Z[RHEERRHE
bR B ] ML N ER S E AR B FRE 25
a8z RSN o

E_TTWFE  RMEEERRIREELZS
SR FEN R QLT RS7,979,000% T
(2003 : 89,319,000 7T) - RZZTEZTWF =
A=+—H ZS&¥CENBREERABES
7l 7% 440,214,0007% 7T K& 557,001,000/ 7T
(2003 : 442,102,000/% 7T % 501,207,000

JT) °

AEBBRFANGN 2 HBEHNEREBER
T/El'z—v—n-l— ZEEHHE%(E;ZDT

(Expressed in thousands of Hong Kong dollars)

11. TAXATION (Continued)

The Group has invested in certain partnerships generating tax deductible losses
through their business operation. The Group is the majority general partner of
these partnerships. The Group’s return from the partnerships are tax benefits
in the form of a share of tax losses of the partnerships. The Group’s investments
in these partnerships are recorded at cost and included as part of “Advances
and other accounts” in the balance sheet and are written off in the same year
as the taxation benefits resulting from those investments are received and
utilised.

In 2004, the amount of investments in the equity of these partnerships prior
to write-off to the profit and loss account was HK$57,979,000 (2003:
HK$89,319,000). The total assets and liabilities of the partnerships as at 31st
December 2004 were HK$440,214,000 and HK$557,001,000 respectively
(2003: HK$442,102,000 and HK$501,207,000 respectively).

The taxation on the Group’s profit before taxation differs from the theoretical
amount that would arise using the taxation rate of Hong Kong as follows:

2004 2003
% 50 Bl g A Profit before taxation 1,258,874 1,005,482

AL 17.5% (2003 : 17.5%) 5t & Calculated at a taxation rate of 17.5%
(2003: 17.5%) 220,303 175,959

HIBEERER Tax effect of:

HEMERz TR E Different taxation rates in other countries (1,610) (1,228)
EEEB WA Income not subject to taxation (55,604) (58,862)
TREVEB IR A 2 Expenses not deductible for taxation purposes 21,238 20,738
RER 2 HISEE Tax losses not recognised 899 45

ERRTEBARER 2 REEE
BREBHEBECEEHRIEELE

MR £ 5l Bz VIR IE R IR
BEFEE N
REFERBERE
BRRERED R
EHABREMFTEENEHER

ABREA M
BIR
= BRERELR

PR ARAEREAZBREEWGSF E
218,502,000/ 7t (2003 : #) o

Utilisation of previously unrecognised tax losses (2,489) (407)
Recognition of deferred tax assets

on accumulated tax losses (10,346) -
Increase in opening net deferred tax assets

resulting from an increase in tax rates - (4,139)
Over-provision in prior years (17,503) (6)

Terminal return on investments in partnerships 2,889 6,980
Attributable share of estimated Hong Kong profits
tax losses arising from investments

in partnerships (80,741) (69,591)
Investments in partnerships written off 59,490 53,287
Taxation charge 136,526 122,776

12. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The profit attributable to shareholders is dealt with in the accounts of the
Company to the extent of HK$218,502,000 (2003: HK$ Nil).
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
+=- RBRE 13. DIVIDENDS
2004
EIRFERE - §&0.23%8 T Interim, paid, of HK$0.23 per share 211,561
—EERF=A+REBRRHAKE Final, proposed on 15th March 2005
FH%0.38%8 T of HK$0.38 per share 349,536
561,097

T SREXRBERR

AARIMREBREERD  RZZEZTWF
=A+—HRKY - R—_ZTEWFEA+=H -
ERBEAT SRS RTESBRNME AR
ﬁéﬁézmﬁ - AN BB E17809,899,998% 1%
¥ RZZEZNFENA=+TH  EZK
PIN/N T%JPF FE%ERIEHAR S AT LT
ANATIZEITEESN00,100,0008% 1) « A= ZZPY
FEA+NA  RARRIEEBRREERHEET
BRI RE - B5M979,830,827/ 17 °

WEFRM & HEE  ERAEEBRET
ZR®  AARWRATEREFANEEEZ LN
Bl BEEEHER2HEMNEE &7
809,900,000/ &1 - EE EiE - ANA TR
4282 919,830,827 /% °

BREABFIZRAFNI,119,665,000% T
(2003 : 879,826,000/ L) R FNE BT
hn # ¥ 5 2 864,955,7850% (2003 :
809,900,000/%) 5T & -

TRYEESE 2 TR R 2 F1,119,665,00078 7T &

FRE EITA M hNETF 5 £0865,220, 126H§iﬁdﬁ
FrEBEBENE BT AARTHE

RIRTEEFRAA

14. BASIC AND DILUTED EARNINGS PER SHARE

The Company was incorporated on 11th March 2004 with two fully paid
subscriber’s shares. On 12th June 2004, the Company issued a further
809,899,998 shares to DSFH as consideration for the acquisition of the latter’s
interest in various banking-related subsidiaries. On 30th June 2004, the
Company issued an additional 100,100,000 shares upon completion of its
initial public offering and listing on the Stock Exchange. On 19th July 2004,
the Company issued a further 9,830,827 shares pursuant to the exercise of
the over-allotment option by the international placing underwriters.

For the purpose of the calculation of earnings per share, on the basis of the
merger accounting method adopted, the Company is considered as if it had
the reported profit accrued to it, and had 809,900,000 shares in issue
throughout the reporting years up to the date immediately before listing, after
which its total number of shares was increased to 919,830,827.

Basic earnings per share is therefore calculated based on earnings of
HK$1,119,665,000 (2003: HK$879,826,000) and the weighted average
number of 864,955,785 (2003: 809,900,000) shares in issue during the year.

The calculation of diluted earnings per share is based on earnings of
HK$1,119,665,000 and the weighted average number of 865,220,126 shares
in issue during the year after adjusting for the effect of all dilutive potential

ordinary shares.

Dah Sing Banking Group Limited
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
TH- - REREHES 15. CASH AND SHORT-TERM FUNDS
£5 Group 2004 2003
Re RERITREAM S BEE 5 Cash and balances with banks and

other financial institutions 1,426,432 595,685
BAREHER Money at call and short notice 7,567,931 4,996,907
BEES (BIEINEESFR) (FTsEHm) Treasury bills (including Exchange

Fund Bills) (Note 34) 5,103,423 5,390,931

14,097,786 10,983,523

R-BENE+-_A=+—BR-_BEZT=F1+
— At BEANBEEGSFERPREFE
TREBES o

FAEZBEBESSTAT :

Treasury bills held as at 31st December 2004 and 31st December 2003

represented debt securities issued by central governments.

An analysis of treasury bills held is as follows:

RIEEERBRMNES RATE Trading securities, at fair value
—JELET — Unlisted 3,610,361 1,391,323
FERFEEERAENES HATE Non-trading securities, at fair value
—3FELET™ — Unlisted 1,493,062 3,999,608
5,103,423 5,390,931
TR BEZEE 16. TRADE BILLS
£5 Group 2004 2003
EEES Trade bills 568,859 744,998
—MIER R REEE (=) General provisions for bad
and doubtful debts (Note 20) (5,689) (7,450)
563,170 737,548
Tt BFENERE 17. CERTIFICATES OF DEPOSIT HELD
£5 Group 2004 2003
FEREEERENES - BAFE (HEEAm) Non-trading securities, at fair value (Note 34)
— BB T — Listed outside Hong Kong 195,744 =
—JET — Unlisted = 204,400
195,744 204,400

—TTmETH
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
TN BEBEERAERNES 18. TRADING SECURITIES
£H Group 2004 2003
BAFE At fair value:
BEEES (BaEHm) Debt securities (Note 34)
—BELE™ — Listed in Hong Kong 2,223,602 2,173,363
—3EET — Unlisted 344,568 613,968
2,568,170 2,787,331
w1t 5 Equity securities
—BEL™ — Listed in Hong Kong - 1,883
2,568,170 2,789,214
BIEBEERARMBEFREITEBAR ST © Trading securities are analysed by issuer as follows:
— R RIEF A R ERTT — Central governments and central banks 2,200,189 2,242,304
—NEE — Public sector entities 367,981 488,592
—R1T R H A RS - Banks and other financial institutions = 56,527
—1% — Corporate entities = 1,791
2,568,170 2,789,214
Th BEHEXRKRHEMER 19. ADVANCES AND OTHER ACCOUNTS
(F) EBEEXRAMER - (a) Advances and other accounts:
£8 Group 2004 2003
ZHEEFPE R (M zEMm) Advances to customers (Note 34) 32,528,414 27,942,364
EER M REEE Provisions for bad and doubtful debts
— 555k (sE=+) — Specific (Note 20) (147,071) (235,747)
—— & (MEFE=1) — General (Note 20) (318,753) (274,376)
32,062,590 27,432,241
SR1T R H A B RS M B R (M s ) Advances to banks and other financial
institutions (Note 34) 15,549 -
EERNMRIEEE Provisions for bad and doubtful debts
—— &% (HE=") — General (Note 20) (155) =
15,394 -
FEETFI & Accrued interest 405,532 411,868
HAfRE Other accounts 1,219,088 1,205,529
H AR B 2= Provisions against other accounts
—— (=) — General (Note 20) (55) (120)
1,624,565 1,617,277
33,702,549 29,049,518

64 KR ITEEER AR
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+h BEEFREMEIRE @
(Z) EBEFHTEITEAMZWFUT :
58

(Expressed in thousands of Hong Kong dollars)

19. ADVANCES AND OTHER ACCOUNTS (Continued)

(b) Non-performing loans to customers are analysed as follows:

BEMTETER
KR

BABRF B

TRITERDEFPNERRBRZ N EEHEA
BRACIFILRFFHEMNERK -

EFNTBITERGAEE 2 EBEEFPERE
£80.96% (2003 : 1.55%) ° LA ERFBREHD E
REBERZBERRRNT_RAR=+—8B2
BE -

(A) BEREFEMCABEHERNKE %
WAT :

£H

Group 2004 2003
Non-performing loans to customers 311,928 433,346
Specific provisions (137,258) (209,965)
174,670 223,381
Amount of interest in suspense 16,356 24,502

Non-performing loans are loans and advances to customers on which interest
is being placed in suspense or on which interest accrual has ceased.

Non-performing loans to customers represent 0.96% (2003: 1.55%) of total
advances to customers of the Group. The above specific provisions were made
after taking into account the value of collateral in respect of such advances as
at 31st December.

(c) Advances to customers include finance lease receivables, analysed
as follows:

Group 2004 2003

REERMEHEZRKRAHE

—FHR
—FUELEERF
RERE

MERE 2 ELERKEE WA

MEMEEFRE

MEMEFREHR 2 HFTWT -

—FLAR
—FUEERF
TENUE

R-ZEENE+-—A=1+—BBEEUL O
BHEZREEBENTEEEZRFSGEE
(2003 : #&)

—EENFE+ A=+ AEREEEERE
AR ERET AU EMEBERENEFHETTA
53,093,000/ st (2003 : 29,673,000/ 7T) °

Gross investment in finance leases, receivable:

Not later than one year 1,936,498 1,344,141
Later than one year and not later than five years 1,388,125 1,545,659
Later than five years 1,105,662 E5Y/68555
4,430,285 4,466,355
Unearned future finance income on finance
leases (482,647) (830,789)
Net investment in finance leases 3,947,638 3,635,566
The maturity of net investment in finance
leases is analysed as follows:
Not later than one year 1,807,048 1,180,353
Later than one year and not later than five years 1,236,110 1,263,323
Later than five years 904,480 1,191,890
3,947,638 3,635,566

There is no unguaranteed residual value included in the gross investment in
finance leases above as at 31st December 2004 (2003: Nil).

The allowance for uncollectable finance lease receivables included in the
provision for loan losses amounted to HK$53,093,000 as at 31st December
2004 (2003: HK$29,673,000).

“TTNEFR 2004 Annual Report
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
=t EEREREREH 20. PROVISIONS FOR BAD AND DOUBTFUL DEBTS
HERREEE
Provisions for bad and doubtful debts L YD
EET73 - 4%F  Suspended
£8 Group Specific General Total Interest
—EETNF—F—H At 1st January 2004 235,747 281,946 517,693 24,502
i Br 5 Amounts written off (322,784) - (322,784) (16,323)
W 8] 2, 72 1 48 $if 55 Recoveries of advances written off
ZER in previous years 68,133 = 68,133 =
REZEERASH Charge to profit and loss account
GERY) (Note 6) 165,975 42,780 208,755 =
EEMAMmHEZHBAT  Disposal of a subsidiary as part
of the Reorganisation - (74) (74) -
FRBEXF L Interest suspended during the year - - - 8,177
—EZENE+=A=+—H At31st December 2004 147,071 324,652 471,723 16,356
R Deducted from:
Z 525 M+ Trade bills (Note 16) - 5,689 5,689
ZERFER Advances to customers
(B sE+ 71 () (Note 19(a)) 147,071 318,753 465,824
RIT R EM S RHE R E R Advances to banks and other financial
(WaE+N () institutions (Note 19(a)) = 155 155
HAa iR B Other accounts
(B zE+71 () (Note 19(a)) - 55 55
147,071 324,652 471,723
BIR R RREE
Provisions for bad and doubtful debts B F B
SN —f& A% Suspended
& Group Specific General Total Interest
—EE=-F—F—H At 1st January 2003 222,299 286,812 509,111 34,653
1 bk 7R Amounts written off (568,288) - (568,288) (20,607)
W 8] 2, pA 1 4F $if 55 Recoveries of advances written off
2B in previous years 42,119 = 42,119 =
Rz RA S H/ (B E) Charge / (write-back) to profit and loss
(B EE7) account (Note 6) 539,617 (4,863) 534,754 =
EHEE Exchange difference - (3) (3) =
FRBEXF L Interest suspended during the year - - - 10,456
—EE=F+_H=+—H At31st December 2003 235,747 281,946 517,693 24,502
R Deducted from:
Z5RE M+ Trade bills (Note 16) = 7,450 7,450
BZEEFER Advances to customers
(B sE+ 7L () (Note 19(a)) 235,747 274,376 510,123
HiiRE Other accounts
(MEE+1 () (Note 19(a)) = 120 120
235,747 281,946 517,693

66 RITRITEEBR AT | Dah Sing Banking Group Limited
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
tt— RBERIHRF 21. HELD-TO-MATURITY SECURITIES
£8 Group 2004 2003
—A—B#&#&% Balance as at 1st January 392,198 78,049
iR o Amortisation of discount 2,903 650
b i Additions 1,080,481 329,387
(=¥ Repayments (1,244) =
RERNBHREH Securities matured during the year (177,856) (15,529)
EHRER Exchange difference 445 (359)
T A=+ — B &k (MM Balance as at 31st December (Note 34) 1,296,927 392,198
BERES - IREHEKA Debt securities at amortised cost
— BB £ — Listed outside Hong Kong 93,364 =
-3t - Unlisted 1,203,563 392,198
1,296,927 392,198
EWESFNTE Market value of listed securities 93,338 =
FEE T AR SR IR Held-to-maturity securities are analysed
DT by issuer as follows:
—IRITREM SRS — Banks and other financial institutions 726,007 365,556
—1bZ — Corporate entities 570,920 26,642
1,296,927 392,198
= ¥BEEEARNES 22. NON-TRADING SECURITIES
£8 Group 2004 2003
BAFE : At fair value:
BEEES (BaEHm) Debt securities (Note 34)
—BELE™ — Listed in Hong Kong 661,428 1,384,656
— BB T — Listed outside Hong Kong 8,713,603 7,650,441
—3E LT — Unlisted 7,600,602 7,681,808
16,975,633 16,716,905
w1t Equity securities
—BELETM — Listed in Hong Kong 87,785 71,723
— BB LT — Listed outside Hong Kong 53,562 =
— 3L - Unlisted
—RREEe 2R — Interests in investment funds 317,741 292,633
—HMEEMRAGIZBRE — Shares in other unlisted companies 9,905 9,875
468,993 374,231
17,444,626 17,091,136
IRBEEERENBFRBEITHERR Non-trading securities are analysed
DT by issuer as follows:
— PRI A RERTT — Central governments and central banks 981,982 3,940,712
—REHE — Public sector entities 2,107,925 2,600,245
—RIT R E M & B E — Banks and other financial institutions 9,731,598 6,428,815
—1 % — Corporate entities 4,621,593 4,119,836
—Eft — Others 1,528 1,528
17,444,626 17,091,136

—TTmETH
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(LE# T T3 7)

= HEZHERRE

(Expressed in thousands of Hong Kong dollars)

23. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

£5 Group 2004 2003
JEEMMD - KA Unlisted shares, at cost 20,000 20,000
H—HEEHIE 82 B R ERAR Loan receivable from a jointly controlled entity 31,000 31,000
51,000 51,000
FE(RUIE 18 (R 1B Share of post-acquisition reserves (23,920) (28,015)
27,080 22,985

WFEME+= A=+ —ANARRHERS
mF

The following are the jointly controlled entities as at 31st December 2004:

o fif 3t 26 TEXBREE B EEAEEZAEDL
8 Place of Principal activities and place  Percentage of interest in
Name incorporation of operation ownership
IREEZER AR A A B WEER - B
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
RIEAFRKR TR
REEE AR AQA] 0 ZREARE - BE
Bank Consortium Trust Company Hong Kong Trustee and custodian services for 13.333%

Limited
REBETRBIERER AR 2 BB AR
KFRITERATIFAE - MBREETLERAF
TR IR ER AR 22 ENB AR °

RHERBCERRERAEERR 2

RIRTEEFRAA

retirement fund schemes, Hong Kong

The Group’s interest in Bank Consortium Holding Limited is held by Dah Sing
Bank, Limited, a subsidiary of the Company. Bank Consortium Trust Company
Limited is a wholly owned subsidiary of Bank Consortium Holding Limited.

The loan receivable from a jointly controlled entity is unsecured, interest free
with no specific repayment terms.

Dah Sing Banking Group Limited
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)

tHm- MEARRKRE 24. INVESTMENTS IN SUBSIDIARIES

N Company 2004
JEETMARD - A Unlisted shares, at cost 1,625,282

R-BENE+—_A=+—BZ2FZEMNBEAF

The following is a list of the principal subsidiaries as at 31st December 2004:

U

PR E DL BRTEBRERA

it B Percentage of shares held Particulars

AR ER TEXRK Place of E# B of issued

Name of company Principal activity incorporation Directly Indirectly ordinary shares
AHRTERAA RIT BB

Dah Sing Bank, Limited Banking Hong Kong 100% — HK$800,000,000
SRRTERDA RIT Bk

MEVAS Bank Limited Banking Hong Kong 100% = HK$400,000,000
\ BERR EE =

D.AH. Holdings Limited (Note) (%) Investment holding Bermuda 75.5% — US$1,000,000
HEEFERAA EHEE Bk

Global Courage Securities Limited Securities dealing Hong Kong — 100% HK$10,000,000
AHEREGERAF EEe® B

Dah Sing Computer Systems Limited Dormant Hong Kong — 100% HK$20
AHHBERRA EEax S0

Dah Sing Finance Limited Dormant Hong Kong — 100% HK$25,000,000
A REEEER AR RIRELRE &k

Dah Sing Insurance Brokers Limited Insurance broking Hong Kong = 100% HK$200,000
RME (W) RBRAHS

Dah Sing MTN Financing Limited Financing (Note 29) British Virgin Islands — 100% US$1
AHEAERRA REARY B

Dah Sing Nominees Limited Nominee services Hong Kong — 100% HK$100,000
REZK BB

Dah Sing Properties Limited Investment holding Hong Kong — 100% HK$10,000
AHMEREERAF mERE B

Dah Sing Property Agency Limited Property agency Hong Kong — 100% HK$100,000
TEax RBRAHS

Dah Sing SAR Financing Limited Dormant British Virgin Islands — 100% US$1
HEREFRAA NERE BB

Vanishing Border Investment Services Limited Property investment Hong Kong = 100% HK$20
RE AR £

MEVAS Nominees Limited Nominee services Hong Kong — 100% HK$50,000
RIT RERS

D.A.H. Hambros Bank (Channel Islands) Limited ~ Banking Guernsey — 75.5% US$8,000,000

BAFIRTARARIRARBRATINN - HiltfrE Except for Dah Sing Bank, Limited which is a public limited company, all the above

REVRIMAR RGN BB IAIMETT ML - B
R BB B MRS, 2 FAA R AR AL

7
R K £ R E2SG Hambros Bank and Trust Limited
([SG Hambros ) R=ZEZT=_F+=A=+HEKZ
Wk RFTEBIR T SG Hambross2 ok Bi4E » M SG
HambrosTh % F A S R R B HBE L KRR M E
245,0000% ° A B % 1) 8% 7 D.A.H.Holdings Limited
([DAHHD) 2 BH 2 Z+HBEREBITRAE - (ERE
Hz—8n  RFSBBETARFER Lillipz
REFMEE - B UL FHEHEITER - XA FARDAHH
iz EEERE 2t T RMAKEESZAE -
STE HAERBENESABDAHHEAR QT EE - K&
AT E BRI T T EESG HambroshH It T8 HA # 1 5%
BEHAE AR -

companies are private companies, or, if incorporated outside Hong Kong, have
substantially the same characteristics as a Hong Kong incorporated private

company.

Note:

Pursuant to an agreement entered into between DSFH and SG Hambros Bank and Trust
Limited (“SG Hambros”) on 30th December 2002, DSFH granted SG Hambros a put
option and SG Hambros granted DSFH a call option over 245,000 shares representing
24.5% of the issued share capital of D.A.H. Holdings Limited (“DAHH"). As part of the
Reorganisation, DSFH subrogated to the Company its rights and obligations under the
above agreement. Upon exercise of the option, the Company’s interest in DAHH would
be increased from 75.5% to 100%. David Shou-Yeh Wong, John William Simpson and
David Richard Hinde held common directorships in DAHH and the Company. David Shou-
Yeh Wong, a substantial shareholder of the Company, and SG Hambros held material
interests in the option agreement.
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
tH - BEEEE 25. FIXED ASSETS
R #E
ST
RENE Furniture, AE
Investment TE Fixtures & Motor a3
8 Group Properties Premises Equipment Vehicles Total
PNl Cost or valuation
“TEME—-A—H At 1st January 2004 197,771 571,585 265,636 2,567 1,037,559
#E Additions - - 31,152 1,849 33,001
EFNNE Reclassification (1,278) 1,278 = = =
&/ 5 Disposals / written off - - (29,762) (1,836) (31,598)
BB E R Deficit write-back on
revaluation 49,839 2,891 - - 52,730
—EENF+=-A=+—H At 31st December 2004 246,332 575,754 267,026 2,580 1,091,692
ZEFE Accumulated depreciation
—TEMFE—-A—H At 1st January 2004 - - 142,055 1,754 143,809
EFEENE (Hm) Charge for the year
(Note 4) - 15,661 46,851 641 63,153
& /il Disposals / written off = = (27,498) (1,676) (29,174)
EXrimkey Write-back on revaluation - (500) - - (500)
—EENE+=-A=+—H At 31st December 2004 - 15,161 161,408 719 177,288
REFE Net book value
“EEME+=A=t—H At 31st December 2004 246,332 560,593 105,618 1,861 914,404
ZLEL=F+-RA=1—H At 31st December 2003 197,771 571,585 123,581 813 893,750
A EEEZRASEESHTOT - The analysis of cost or valuation of the above assets is as follows:
“EEZMFE+=A=+—H At 31st December 2004
BEA At cost - - 267,026 2,580 269,606
REEME At professional valuation
—ZTNEF In 2004 246,332 - - - 246,332
—ZTT=F In 2003 - 575,754 - - 575,754
246,332 575,754 267,026 2,580 1,091,692
ZEE=F+ZRA=1—H At 31st December 2003
BRA At cost = = 265,636 2,567 268,203
REEME At professional valuation
—ET= In 2003 197,771 571,585 - - 769,356
197,771 571,585 265,636 2,567 1,037,559

Y R EH RS (F8) AR A TR =
BTN AS T -BARANERA =T
F=F+-A=1—BATERRANERD
B (E AT A A ©

RIRTEEFRAA

professional chartered surveyor, Knight Frank Hong Kong Limited.

Dah Sing Banking Group Limited

Investment properties were revalued as at 31st December 2004. Both
investment properties and premises were revalued as at 31st December 2003.
Revaluations were conducted on an open market value basis by an independent
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a5 BEEEE®

(Expressed in thousands of Hong Kong dollars)

25. FIXED ASSETS (Continued)

WMEAREZITEAKNERRETEINE - Had the premises of the Group been stated at cost less accumulated
HEEM®EE A£419,014,000% jT (2003 : depreciation, the carrying amount of the premises would have been

430,892,000/ 7T) °

HK$419,014,000 (2003: HK$430,892,000).

REMERTEZ FEFEBIE The net book value of investment properties and premises comprises:
2004 2003
REY REME
Investment TE  Investment TE
£8 Group Properties Premises Properties Premises
A Leaseholds
EEEFHRBELD Held in Hong Kong
(+=a+4%) on medium-term lease
(between 10 - 50 years) 245,716 559,829 197,155 570,801
TE BB AR BRFR Y Held outside Hong Kong
(+t=2RE+4%) on medium-term lease

ARy FFEXR

(between 10 - 50 years) 616 764 616 784

246,332 560,593 197,771 571,585

26. DEPOSITS FROM CUSTOMERS

£5 Group 2004 2003
V& HATF R R A R AF R Demand deposits and current account 4,509,787 3,757,246
HEFER Savings deposits 8,384,517 6,924,297
EH - BAREBAER Time, call and notice deposits 30,583,144 29,470,653

43,477,448 40,152,196

- HtRERFER 27. OTHER ACCOUNTS AND ACCRUALS
RZZZTWFF+—A=+—H[HMERE k& Included in “Other accounts and accruals” of the Group as at 31st December

RINBELATZEEBESFREERBEAHR 2004 is a short position in treasury bills and treasury notes totalling
6,411,790,000/% 7t (2003 : 6,379,969,000 & HK$6,411,790,000 (2003: HK$6,379,969,000) (Note 30).

7T) (ME=1) -
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(LE# T T3 7)

TN BHREEREEERER

(Expressed in thousands of Hong Kong dollars)

28. CURRENT AND DEFERRED TAX ASSETS AND

LIABILITIES
£8 Group 2004 2003
TR BN AAFE 1A (3 (FR)) Current tax prepaid (Note (a)) 27,590 89
RIERIBEE (M3 (2)) Deferred tax assets (Note (b)) 10,662 =
38,252 89
BNEAFI I8 & 1& (M aE (FF)) Current tax liabilities (Note (a)) (1,117) (54,646)
EEFIBBEE HE(2)) Deferred tax liabilities (Note (b)) (3,859) (6,904)
(4,976) (61,550)
(FF) BIAi% & (a) Current tax
£8 Group 2004 2003
TES BN BRI IR Current tax prepaid
BEBENEH Hong Kong profits tax 27,590 89
BNVEARLIE B (& Current tax liabilities
BENEH Hong Kong profits tax (331) (53,801)
BN T Overseas tax (786) (845)
(1,117) (54,646)

(Z2) EEHE
BREIAEE/(AE) ZFHWT

(b) Deferred tax

The movement on the deferred tax assets / (liabilities) account is as follows:

£H Group 2004 2003
—HA—H At 1st January (6,904) (20,571)
REERARERELERE fE+—) Deferred taxation credited to profit

and loss account (Note 11) 12,294 11,758
RSP L A RLERE (M=) Deferred taxation credited to equity (Note 33) 1,413 1,909
+=-—A=+—8” At 31st December 6,803 (6,904)

EFEA - RERFPEE/(F0R) 2 EERIEN
T~

The deferred tax credited / (charged) to equity during the year is as follows:

£8 Group 2004 2003

ERRERAN 2 AT ERE Fair value reserve in shareholders’ equity

—17E (M=) — premises (Note 33) 1,691 (1,369)

—IFFEEERENES (HEM=) — non-trading securities (Note 33) (278) 3,278
1,413 1,909

RIRTEEFRAA

Dah Sing Banking Group Limited
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(LE# T T3 7)

TN BHREEREEERER
()

EER - BEEREEERBEES CRYHERA
—ERBHIR 2 AR AT

(Expressed in thousands of Hong Kong dollars)

28. CURRENT AND DEFERRED TAX ASSETS AND
LIABILITIES (Continued)

The movements in deferred tax assets and liabilities (prior to offsetting of
balances within the same taxation jurisdiction) during the year are as follows:

ELERIEEE Deferred tax liabilities
MEBBEITE TEER REEM
Accelerated Tax Premises Investment &5t
Depreciation Revaluation Revaluation Total
55 Group 2004 2003 2004 2003 2004 2003 2004 2003
—H—H At 1st January 1,090 12,460 50,142 48,773 12,666 15944 63,898 77,177

MRIBEEE A /(B E) Charged / (credited)
to profit and
loss account
PRI IFIK/ (BB  Charged / (credited)

2,827 (11,370) - = - - 2,827 (11,370)

(MEEH=) to equity (Note 33) - - (1,691) 1,369 278 (3,278) (1,413) (1,909)
+=—A=+—8© At 31st December 3,917 1,090 48,451 50,142 12,944 12,666 65,312 63,898
EERIBEE Deferred tax assets

21 BB EE Ht a5t

Provisions Tax Losses Others Total
£H Group 2004 2003 2004 2003 2004 2003 2004 2003
—A—H At 1st January 54,392 49,989 - 5023 2602 1,594 56,994 56,606

REZRAER/(ZH) Credited / (charged)
to profit and
loss account

+=-A=+—8H At 31st December

EEHBREERABNHHERERGAENT
R SH BN EAT TR & 2 A BN BAR 1R B (B RS SR AE
MEHBERR-HERERFA—RETLXEMH
RO AETT - UT28  KRAENHHEE 1
HEEERABRAIIR -

6,570 4,403 10,346 (5,023) (1,795) 1,008 15,121 388

60,962 54,392 10,346 = 807 2,602 72,115 56,994

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off current tax assets against current tax liabilities and when the
deferred income taxes relate to the same fiscal authority and the same group
entity. The following amounts, determined after appropriate offsetting, are
shown in the consolidated balance sheet.

£E Group 2004 2003
BEEBIREE Deferred tax assets 10,662 =
BEEBIEBE Deferred tax liabilities (3,859) (6,904)

BEABRABENATRIE

£H

The amounts shown in the balance sheet include the following:

Group 2004 2003

AET @A ZERKE ZELEHRAEE

BET_EAZKREEZRELERBERE

Deferred tax assets to be recovered
after more than 12 months 72,115 56,994

Deferred tax liabilities to be settled
after more than 12 months (65,312) (63,898)

“TTNEFR 2004 Annual Report
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(LE# T T3 7)

th - BERITHEERS

R-ZENFE+-A=+—ACBTZEEE
HFRARFMBITBER AT ([REFRT)) 22 EH
B A §lDah Sing MTN Financing Limited
([DSMTN]) i& ﬂﬁ%ﬁfﬁﬁzw\lm%qﬁﬁmf
FTEI([EFE) - RZZEMFE+ A — BT
&Eﬁmg%x%ﬁﬁi M12.150,000,0003 7T /E &
12150,000,000ET)F BB R EAZE (R
B - ZEBRHARTRITER  AEEHR &
fﬁleHEEU%_EEHEJr*HfEl C HRARE
BAFRITETON RIS AL RERZEE
S o

AFRITRBHAEBITRR =TT =F+=A
=+ —HMAKFEE 24,000,000% TEFEE
B BERZTEMF+—A+-ARKRTEE
51 1 1 & FUER o

=t CEHFEFRZEE

NTREERBRBETHASEREEHE R
[B] 8 thp o o == B B (B 25 L Bl BB R AR AR (R 1R 1R
ZEE METL -

(Expressed in thousands of Hong Kong dollars)

29. ISSUED DEBT SECURITIES

Issued debt securities outstanding as at 31st December 2004 represented the
US$150 million fixed rate and the US$150 million floating rate Senior
Guaranteed Notes (the “Notes”) issued by Dah Sing MTN Financing Limited
("DSMTN"), a wholly-owned subsidiary of Dah Sing Bank, Limited (“DSB”) on
1st December 2004 under DSB’s Euro Medium Term Note Programme (the
“Programme”) and are listed on the Luxembourg Stock Exchange. The Notes
are guaranteed by DSB, unsecured, and have a final maturity on 1st December
2009. Through interest rate swap arrangements entered into by DSB, the cost
of the fixed rate Note is determined on floating rate basis.

The US$4,000,000 structured note issued by DSB under the Programme and
outstanding as at 31st December 2003 was fully repaid on 12th November
2004 pursuant to the early redemption arrangement.

30. ASSETS PLEDGED

Included in the following balance sheet captions are assets pledged by the
Group to secure short positions of treasury bills and treasury notes of the
Group which are subject to sale and repurchase agreements (Note 27):

£58 Group 2004 2003
RekEHEs (WE+5H) Cash and short-term funds (Note 15) 4,038,687 5,328,118
BIEBEERZNFES M1/ Trading securities (Note 18) 2,038,105 1,857,013
IERBEEERBNFESF (Wt =) Non-trading securities (Note 22) = 289,384
6,076,792 7,474,515
M—> EEEX 31. LOAN CAPITAL
£8 Group 2004 2003
FB75%MN201MFRHNREZE 7.5% fixed rate subordinated bonds due 2011 971,794 970,388

BHAFBRITEERNRAPREDFULOEE
BARTANERRAHEER -

RIRTEEFRAA

The loan capital having an original maturity of more than five years is raised by
DSB for the development and expansion of its business.

Dah Sing Banking Group Limited
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(LE# T T3 7)

MH— EEEX@

BEERRAFRITIVN-_BZ—F=A=-+N\
HE17F Bt 2 AfE125,000,000% ST IEE R E
R LTI WAREA - RERNEESZE -
HEZERER_E——F=A=1+/\BEIH-
BEMEERA-SSAF-A=-t+hA-H
BITEEREMEER  FRALEHE &
FRE—K WMEERTATEZGEEEAE
Bl AR AFHNFNEEEITRAERETRF
HEBEEHFEEM=ENTNELRET - &
BRAEEcREERBEMME - RIRITIR
BEHEEANAREERUNEREEEME
(BIEZBH) TR - KITRITINE B2 —EFRERIT
RN AR HA A R IR R EE R iR A
LAZETTERITRIZE N B AR A Z B SR E
7 o

M= KX

(Expressed in thousands of Hong Kong dollars)

31. LOAN CAPITAL (Continued)

Loan capital represents US$125,000,000 7.5% subordinated bonds qualifying
as Tier 2 capital of DSB issued on 28th March 2001 which are listed on the
Luxembourg Stock Exchange. The bonds will mature on 28th March 2011
with an optional redemption date falling on 29th March 2006. Interest at
7.5% is payable annually from the issue date to the optional redemption date.
Thereafter, if the bonds are not redeemed, the interest rate will be reset and
the bonds will bear interest at the then prevailing 5-year US Treasury rate plus
369.75 basis points. DSB may, subject to the prior approval of the Hong Kong
Monetary Authority, redeem the bonds in whole but not in part, at par either
on the optional redemption date or for taxation reasons. An interest rate swap
contract to swap the fixed interest rate payment liability of the bonds to floating
interest rate based on LIBOR has been entered into with an international bank.

32. SHARE CAPITAL

2004 2003
ETERA Authorised:
1,500,000,000 & & @A - FRREE 1S T 1,500,000,000 ordinary shares of HK$1 each 1,500,000 1,500,000
BEETRHBRERE : Issued and fully paid:
ZERSBREEIET
Ordinary shares of HK$1 each
IR 8 R
Number of Share
shares Capital
—ZETWE-A—BGDH At 1st January 2004 (Note) 809,900,000 809,900
EFERNETEBRRG Issue of ordinary shares during the year 109,930,827 109,931
—EZNF+-_A=+—H At 31st December 2004 919,830,827 919,831

7

RRBAMBREHAREERD -  R_TTHFE=R+
—HKY c RZZETWFANATZE  ERKERE
ERAASRITERFEANMB AR ERZRE - K
A A E17809,899,998M 5 F & AR IEIR AT ° 2%
U Y R 2 B 1R B R ANAR BT R BT AR 1D B AR TED (B A9
wHEREBEROEERA

R-BTENFENA=Z+H  EEREARBNTTS AR
EREBTEBEARISHALEME » XA R FEITHEI
100,100,000 - R=ZZETWMFELA+ LA &R
AIRIBE RS E R EmTERERRE - BINET
9,830,827k °

BEFRMZEHETE  (ERRRGESEEME -
ARARWRAEREFAZEEZLTAR - BE&1T
809,900,000 i fn o BfE L& - ARA AR B
#%919,830,827f% °

Note:

The Company was incorporated on 11th March 2004 with two fully paid subscriber’s
shares. On 12th June 2004, the Company issued a further 809,899,998 shares to the
ultimate holding company as consideration for the acquisition of the latter’s interest in
various banking-related subsidiaries. The excess of the cost of investment acquired over
the nominal value of the shares issued was credited to the share premium account.

The Company issued an additional 100,100,000 shares on 30th June 2004 upon
completion of its initial public offering and listing on the Hong Kong Stock Exchange.
On 19th July 2004, the Company issued a further 9,830,827 shares pursuant to the
exercise of the over-allotment option by the international placing underwriters.

For the purpose of the consolidated accounts, on the basis of the merger accounting
method adopted, the Company is considered as if it had 809,900,000 shares in issue
throughout the reporting years up to the date immediately before listing, after which its
total number of shares was increased to 919,830,827.

—ETFEFR 2004 Annual Report
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(LE# T T3 7)

M= EREFxu@m

BRARN AR RRET B ([ANRAXETED) -
BB ETUR  THORKREUARE
500,000k GREBE 1B T2 ARG @ B
FTHNEEREENBRITHAS -

AERNREERBBRITRABRAZBBRES
AABBAEE ZEHI T

(Expressed in thousands of Hong Kong dollars)

32. SHARE CAPITAL (Continued)

Pursuant to the Company’s Share Option Scheme (the “Scheme”), 10 options
to subscribe for 500,000 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.

Movements in the number of the Company’s share in the share options held
by directors and senior executives during the year are as follows:

RBREH
RHER

Number of shares
in options

2004

—F—A
EAERNET

+=—A=+—8
RERET 2 RABE (2HFR=Z

“TRAMREBIUETRT) AN
ZA=tT—B{RETE - FHET

FmE+—A
FEME+

At 1st January -
Granted in the year 500,000

At 31st December 500,000

Particulars of the share options granted during the year, all of which were
granted on 25th November 2004 for a consideration of HK$1 per option and
which remained outstanding as at 31st December 2004, are as follows:

REEH
TEE RREHAE BR7EE
Exercise Number of Number of shares
TS Exercise period price options in options
BT
HK$
—“EERF+—A-+HBZE 25th November 2005
—E-ZF+—HA=+HH to 25th November 2010 16.70 2 100,000
—EERF+—A=Z+HAZE 25th November 2006
—E-EF+—A=+HAH to 25th November 2010 16.70 2 100,000
—EE+F+—A=-t+HHEZE 25th November 2007
—T—ZFEF+—A=-+FAH to 25th November 2010 16.70 2 100,000
—EENF+—A=-+HBZE 25th November 2008
—E-ZF+—HA=+HH to 25th November 2010 16.70 2 100,000
—ETNF+—A=Z+HAZE 25th November 2009
—E-EF+—A=+HAH to 25th November 2010 16.70 2 100,000
10 500,000

RIRTEEFRAA

Dah Sing Banking Group Limited
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
M= f#E 33. RESERVES

RENE

BtfE & R&

Investment ~ EftfEfE BftffE
R EE AOHE  Propertis  Premises  Investment ERfEE —REE RERA

b 33 2004 Share Consolidation Revaluation Revaluation ~ Revaluation Exchange  General  Retained &t
&8 Group Premium Reserve Reserve Reserve Reserve  Reserve Reserve  Earnings Total
“ZTNF-A-A At 1st January 2004 815,382 (219,813) 40,426 236,386 80,735 (233) 700254 3217432 4,870,569
BOLRRRD Issue of ordinary shares 1,281,793 - - - = = = - 1281793
BORARHER Shares issue expenses (42,662) = = = = = = - (82662)
FHEEERENES Change in fair value of
AFEZE non-trading securities - - = - 41,925 = = = 41,925
HEFREEERS Disposal of non-trading
&S securities - - - - (46,698) - - - (46,698)
eV Disposal of a subsidiary
aspart of the
reorganisation - (1173) - - - - - - (1,173)
BHAE Redlassification - - 1305 (13,056) - - - - =
TESHRERE Deficit write-back on
revaluation of premises - - - 3391 - - - - 3,391
BINHB A E TR E &) Exchange differences
EXER arising on translation
of the financial
statements of
aforeign subsidiary - - - - - 7 - - 71
BERHBERENTERRE  Deferred tax liabilties
SfENER (3 released/(recognised)
GiEAY on premises and
investment revaluation
(Note 28) - - - 1,691 (278) - - - 1413
RERRN Profit for the year - - - - - - - 1119665 1,119,665
SHANBARREMNRE  Dividend paid by
subsidiaries prior to the
Reorganisation - - - - - - - (205,663)  (205,663)
“ETMFERTHRE 2004 interim dividend
(fEt+=) paid (Note 13) = = = = = = - (211561)  (211,561)
ZEEME+T-A=t—H  At31st December 2004 2,054513 (220,986) 53,482 228412 75,684 (156) 700254 3919873 6,811,076
RN Representing;
ZZTMEFZR=F—H  Retained eamings
REEF at31st December 2004 3,570,337
“ETMFRRREARE 2004 final dividend
(=) proposed (Note 13) 349,536
ZEEMETZA=+—H  At31st December 2004 3,919,873
AR RHBAR Company and subsidiaries 2,054,513 (220,986) 53,482 228,412 75,684 (156) 700254 3943793 6,834,996
HEEHEE Jointly controlled entities - - - - - = - (39200 (23920)
ZEZMETZA=1—H  At31st December 2004 2,054,513 (220,986) 53,482 228412 75,684 (156) 700,254 3,919,873 6,811,076

“TTNEFR 2004 Annual Report 77
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
M= RE® 33. RESERVES (Continued)
R0 E REBEF =
Share Retained
AT Company Premium Earnings Total
—ETNF—-—H—H At 1st January 2004 - = =
BHEEZHE Reserves arising
on Reorganisation 815,382 - 815,382
BITLERRG Issue of ordinary shares 1,281,793 - 1,281,793
BIRONER Shares issue expenses (42,662) = (42,662)
EFEEM Profit for the year - 218,502 218,502
—EETNFEIRFHRE 2004 interim dividend paid
(FzE+=) (Note 13) - (211,561) (211,561)
—EENE+=A=+—8H At 31st December 2004 2,054,513 6,941 2,061,454
KRR Representing:
—EEMF+_A=+—H Retained earnings
RE&BH (F) at 31st December 2004 (Note) (342,595)
—ETNFRIRARBRE 2004 final dividend proposed
(fsE+=) (Note 13) 349,536
—EENE+=-A=+—H At 31st December 2004 6,941

ERBEABRRMGOISTBIGE - ARRRZ
FEMFEF_A=+—RZAHRERER
6,941,000/ 7T

By

C RARAFEE S TMERAREAR - RFERTT
BERAFR(ARARZ2EWNBRARBEE =T
TOF 2z REAR B A352,000,0008 7T ©

Distributable reserves of the Company at 31st December 2004, calculated under
section 79B of the Hong Kong Companies Ordinance, amounted to
HK$6,941,000.

Note: Immediately before the 2004 final dividend was proposed, Dah Sing Bank, Limited,
a wholly-owned subsidiary of the Company, proposed a final dividend for 2004
of HK$352,000,000.

RITRITEEBR AT | Dah Sing Banking Group Limited
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
M= RE® 33. RESERVES (Continued)
REN%
Eff e 1 RE
Ivestment  EfEEE  EREE
BIHEE  A4EE  Popeties  Pemises  hwestment EXEE  —REE RERF
3 2003 Share  Consolidation ~ Revaluation ~ Revaluation ~ Revaluation  Exchange General Retained Af
&8 Group Premium Reserve Reserve Reserve Reserve Reserve Reserve Eamnings Total
“FT=%F-f-H At 15t January 2003 815,382 (219.813) 23,287 256,058 109,751 - 700254 2,883,268 4,568,187
FBEEERENES Change in fair value
INTEEWA L) of non-trading securiies - = = = 137,747 = = - 137747
HRERBEEBEEERE  Reserves transferred
FH RREZERR toprofitand
loss account upon
provisioning on
non-trading securities - - - - 25877 - - - 25877
LEFREEERA Disposal of non-trading
HEH securities - - - - (195918) - - - (195918)
i Reclassification - - 1739 (17139) - - - - -
TEEEHE Deficit on revaluation
of premises - - - (1,164) - - - - (1,164)
BINNE AR E A Exchange differences
EHEE arising on translation
of the financial
statements of
aforeign subsidiary - - - - - (233) - - (233)
BEEHEARRIER Deferred tax iabilities
RESBHR (R AL (recognised) released
(e on premises and
investment revaluation
(Note 28) - - - (1,369) 3278 - - - 1,909
REEET Profit for the year - - - - - - - 87986 879826
EEAMBEARIRERNRE  Dividends paid by
subsidiaries
prior to the
Reorganisation - - - - - - - (545662)  (545,662)
“TZ=HF4+-A=1—H  At3lstDecember 2003 815382 (219.813) 40,426 236,386 80,735 (233) 700254 3217432 4870569
RERRBAF Company and subsidiaries 815,382 (219.813) 40,426 236,386 80,735 (233) 700254 3245447 4,893,584
EREHEE Jointly controlled entities = = = = = S - (28015)  (28015)
“ZFE-F+ZA=1—H  At31stDecember2003 815332 (219,813) 40,426 236,386 80,735 (233) 700254 3217432 4,870,569
—ETFEFR 2004 Annual Report
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
A~ BEER 34. MATURITY PROFILE
—EHHUT BEFUT
BRB=fA (8B-%
WEES =@EARUT  Tyearor Syearsor  EEU#E
“BEME 2004 Repayable 3 months less but over less but over After EHHAH CH
&8 Group on demand orless 3 months 1year 5 years Undated Total
BE Assets
BEES Treasury bills - 317,963 4,785,460 - - - 5103423
EROREMERERE Placements with banks
R and other finandial institutions = 463,230 = = = = 463,230
BARNENE Certificates of deposit held - - - - 195,744 - 195,744
XERFER Advances to customers 4358343 563898 3,913,337 7,769,259 10,529,655 318,834 32,528,414
BOREMEREE Advances to banks and other
MER financial institutions = = = 15,549 = = 15,549
EEEREE: Debt securities included in
~HEEERRMESR* - Trading securities* - 65,910 149,956 2,159,053 193,251 - 2,568,170
~BERIHES - Held-to-maturity securities* - 643,912 466,649 186,366 - - 1,296,927
~FHEEEARMES* - Non-trading securities* - 323214 2,532,018  5577,003  §539,320 4,078 16,975,633
4,358,343 7453215 11,847,420 15,707,230 19,457,970 322,912 59,147,090
8 Liabilities
BOREMSBIEETT  Deposits and balances of banks
REH and other financial institutions 62,648 148,764 4,290 - - - 215,702
RPEH Deposits from customers 13,200,440 27,899,172 2,253,068 124,768 - - 43,477,448
BETNENE Certificates of deposit issued - 1,185,091 4,013,204 3,253,841 - - 8452136
BEANELES Issued debt securities - - - 2,332,305 = - 2332305
13,263,088 29,233,027 6,270,562 5,710,914 - - 54,477,591

@ R-ZBENF+—A=1+—8  FHHREBE
—FWEBESFNER19% (2003 : 21%) B
FERAENBEAARNENERES

RIRTEEFRAA

* As at 31st December 2004, 19% (2003: 21%) of the debt securities with a
remaining term to maturity of over 1 year were floating rate assets which included

adjustable rate debt securities.

Dah Sing Banking Group Limited
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M~ BEER @ 34. MATURITY PROFILE (Continued)
—FHUT BFHEUT
ERB=EA {ERE—F
MEER —EAANT Tyearor  Syearsor I
“Z%-F 2003 Repayable ~ 3months less but over less but over After  EFEAH At
£F Group on demand or less 3 months 1 year 5 years Undated Total
BE Assets
BEES Treasury bills - 1,004,442 4,386,489 - = - 5390931
RENGERE Certificates of deposit held = = 204,400 = = = 204,400
ZREFER Advances to customers 4408115 4322946 2701600 6,667,165 9,404,010 438528 27,942,364
EREERE: Debt securities included in:
-BEEERRNESR - Trading securities* - 343,300 150,256 2,152,593 141,182 - 2787331
- RHEIHBESH — Held-to-maturity securities* = 48,063 113,565 230,570 = = 392,198
~FHEEERBHESR* - Non-trading securities* - 660,807 1,614,012  8490,250 5,947,758 4,078 16,716,905
4408115 6379558 9,170,322 17,540,578 15,492,950 442,606 53,434,129
8 Liabilities
POREMSBRIEEES  Deposits and balances of banks
R and other financial institutions 141,844 16,778 3,350 - - - 161,972
RPER Deposits from customers 10,939,309 27,427,394 1,447,893 337,600 = - 40,152,196
BETHERE Certificates of deposit issued = - 1384424 6483655 = - 7,868,079
BREINEBES Issued debt securities = = 31,052 - - = 31,052
11,081,153 27444172 2,866,719 6,821,255 = - 48213299
HAa > KERTZEER 35. BALANCES WITH GROUP COMPANIES

BEABRRNEE QEREEA 2 ABES
mT

Included in the following balance sheet captions are balances with group

companies detailed as follows.

£8 Group 2004 2003
(i)  BREERDE R (i)  Balances with the ultimate holding company

BEFHR Deposits from customers 15,442 30,893
(IR EN N = (i)  Balances with fellow subsidiaries

BEHEERREAMEE Advances and other accounts 1,733 21,133
BEFHR Deposits from customers 128,207 217,198
HihbR B RIE1R Other accounts and accruals 118 474
AT Company 2004 2003
(i) H—FERBAR & (i) Balances with a subsidiary

IRITHEER Bank balances 1,355,394 -

—TTmETH

2004 Annual Report
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(LE# T T3 7)

A BRABER

RBEBRAHEBIZE161BAQK - ER T =R
BZFBHRENT

> ik

(Expressed in thousands of Hong Kong dollars)

36. LOANS TO OFFICERS

Particulars of loans to officers disclosed pursuant to section 161B(4C) of the

Hong Kong Companies Ordinance are as follows:

+TZHA=+-—H#&&%
Balance outstanding at
31st December

FRAERRSER
Maximum balance
during the year

2004 2003 2004 2003
e RN SR BT Aggregate amount outstanding
in respect of loan principal
and interest 38,101 57,222 58,570 83,524
BRAER B Aggregate amount outstanding
in respect of guarantees 149 - 149 -
Mt EBERBRINZEE 37. OFF-BALANCE SHEET EXPOSURES

(F) HABERAEE
BREASIRBERAEZANBEIRWT

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant

class of contingent liability and commitment:

£8 Group 2004 2003
HEEERER Direct credit substitutes 757,320 312,580
M S HAEER Transaction related contingencies 30,961 15,051
BT ZHE S AIBER Trade-related contingencies 790,228 802,388
Hih AW - HRAARA Other commitments with an original maturity of:
— DR —F A GBS — under 1 year or which are unconditionally
cancellable 22,081,608 19,529,291
——F RN E — 1 year and over 738,712 895,261
24,398,829 21,554,571

(EZFEERBR]IBRAEEEAAR
583,076,000/ 7T (2003 : 155,262,000/ 7T) 2
FERBEHEOERZEERR

RIRTEEFRAA

Included in “Direct credit substitutes” are credit exposures in respect of credit

default swap contracts with a total principal amount of HK$583,076,000

(2003:HK$155,262,000).
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Mt EEEERNIZEB @

(Z) t7T£TA

BREXEBEZEERREHRAGON  FEEX
TETAZEZEANELI BT ¢

(Expressed in thousands of Hong Kong dollars)

(b)

Derivatives

contracts disclosed above:

37. OFF-BALANCE SHEET EXPOSURES (Continued)

The following is a summary of the aggregate notional contract amounts of
each significant type of derivatives in addition to the credit default swap

BERS HARS &5t
Trading Hedging Total
£ Group 2004 2003 2004 2003 2004 2003
ExE4) Exchange rate contracts
RHRBEAY Forward and future contracts 4,161,885 1,902,840 25,231,921 27,485,672 29,393,806 29,388,512
B Currency swaps - = 551,347 = 551,347 =
SMEHIER 4 Foreign exchange option contracts
-BASESE ~ Currency options purchased 121,709 255,143 - = 121,709 255,143
—hL BB HE ~ Currency options written 121,672 254,890 - - 121,672 254,890
4,405,266 2,412,873 25,783,268 27,485,672 30,188,534 29,898,545
FEEH) Interest rate contracts
BHRBEAY Forward and futures contracts - 1,141,550 = = - 1,141,550
pilp:gect:s Interest rate swaps - 213,122 13,278,562 8,489,383 13,278,562 8,702,505
MEEBESH Interest rate option contracts
— - Options written - 261,616 695,804 1,859,263 695,804 2,120,879
- 1,616,288 13,974,366 10,348,646 13,974,366 11,964,934
HthEH Other contracts
BRMEBESYD Equity option contracts
-BEABE - Options purchased 150,464 199,535 = - 150,464 199,535
—Jh H R - Options written 150,464 199,535 - = 150,464 199,535
300,928 399,070 - - 300,928 399,070

EERZGEERATEFPEEESIE TS
BRRGMBENEHMTARE -

F

—TTmETH

The trading transactions include positions arising from the execution of trade
orders from customers or transactions taken to hedge these positions.
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(LE# T T3 7)

Mt EEEERNIZEB @
(Z) #74 I A ()

Rt-—A=+—R LBEERERINZIAR
ZEERRMESEREERAN » REHAR
SEAYcEEFREEELHMT ¢

(Expressed in thousands of Hong Kong dollars)

37. OFF-BALANCE SHEET EXPOSURES (Continued)
(b) Derivatives (Continued)

As at 31st December, the credit risk weighted amounts and replacement costs
of the above off-balance sheet exposures, without taking into account the
effect of bilateral netting arrangements that the Group entered into, are as

follows:

2004 2003

FERE EERR

bnrE B pilIEk ]
Credit risk BERX Credit risk BBEXA
weighted Replacement weighted Replacement
£8 Group amount cost amount cost

SR A ERAE Contingent liabilities and commitments 1,262,469 780,114

PTETA Derivatives

fEXE 4 Exchange rate contracts 94,426 93,413 152,771 462,356
MESL Interest rate contracts 122,174 457,217 103,874 427,738
HAh& 4 Other contracts 1,897 5,432 2,394 1,823
218,497 556,062 259,039 891,917

1,480,966 1,039,153

BHBEERBTIEEABREEANKS
B U TIRKREABREBE -

B R RO BT R IRIR (T R IRV E =
REBSMERRAE L 235 H - Wit
A8 2 MENAT R SHTF REEA NBE
o

BERATEREMARTERLE  EEER
EENAARA (ERXHHFTIBITERY
) WABEALEHNANEHENE - EE
AR AR EE RIS NEBENE
ERBROB -

(A) FEEAZMITET AR FEZEE

EERENITETANATFEDREZTA
EEHRBAZRNEENRZHE T ZEURATE
BMEEATMNEHSINSEMETE - 7
ART SIS REIBERIERE - FFEHA
HEERBEEEATE - ERERFUEE
RIS - AFERA—RITDERARSETR
MERTARREE  MRE  KRBELRE
2 RRFEHB R 2 KB R EMEAEER
Bz BRRMEET - BRZBEBANGEZER
FEZMHE -

RIRTEEFRAA

The contract amounts of these instruments indicate the volume of transactions
outstanding as at the balance sheet date. They do not represent the amounts
at risk.

The credit risk weighted amounts are the amounts which have been calculated
in accordance with the Third Schedule of the Banking Ordinance and guidelines
issued by the Hong Kong Monetary Authority. The amounts calculated are
dependent upon the status of the counterparty and the maturity characteristics
of each type of contract.

Replacement cost is the cost of replacing all contracts which have a positive
value when marked to market (should the counterparty default on its
obligations) and is obtained by marking to market contracts with a positive
value. Replacement cost is considered to be a close approximation of the credit
risk for these contracts at the balance sheet date.

(c) Determination of fair value of trading derivatives

The fair value of a derivative is the amount at which the instrument could be
exchanged or settled between knowledgeable and willing parties in an arm’s
length transaction. Where available, quoted and observable market prices are
used as the measure of fair value. Where such quoted and observable market
prices are not available, fair values are estimated based on a range of
methodologies and assumptions regarding risk characteristics of various
financial instruments, discount rates, estimates of future cash flows, future
expected loss experience and other factors. Changes in the assumptions could
materially affect the resulting fair value estimates.
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M ZREREREBLEHERMT 38. NOTES TO CONSOLIDATED CASH FLOW STATEMENT
() HIBRREFEEZEE RFB A EEE T (a) Reconciliation of operating profit after provisions to net cash
A FEEE AR & inflow from operating activities
2004 2003

ks R 2 EERT Operating profit after provisions 1,167,403 901,794
ERERERER Provisions for bad and doubtful debts 208,755 534,754
BRI 118 2 B FBR 58 Advances written off net of recoveries (254,651) (526,169)
e Depreciation 63,153 63,009
R R B EAMF R Net other contribution from

discontinued operation 276 141
ERTEEEARBEHES ZHMELZH Interest expense on loan capital

and debt securities issued 39,831 29,476
BEBEITHERBEMNEZ N Interest expense on certificates of deposit issued 62,011 112,574

BEERBBENEDA 2 2E T Operating profit before changes in operating

assets and liabilities 1,286,778 1,115,579
AR LR MBI EE S Change in treasury bills maturing beyond

three months 2,506,546 1,347,422
BOERBREE Change in trade bills 176,139 (162,730)
RENERE 2 Change in certificates of deposit held 8,656 250,737
HIEEERENES ¥ Change in trading securities 221,044 (291,277)
BEERLEMEE 228 Change in advances and other accounts (4,617,085) 211,686
BEIHELSE Change in held-to-maturity securities (904,284) (314,508)
IFEEERENESRZED Change in non-trading securities (311,565) (1,082,756)
=& A LA L FI 8 E’]fﬁﬁ&ﬁﬁﬂ Change in deposits and balances of banks

CRMBTERREHRZE and other financial institutions maturing

beyond three months 22,441 565
PR ZEE Change in deposits from customers 3,325,252 2,563,107
HiiRE RFEIR 2 EE) Change in other accounts and accruals 877,191 (644,883)
b H A Exchange adjustments 5,570 (11,551)
HEEEBEEANE S Cash generated from operations 2,596,683 2,981,391
ERTEEERAREBES 2FEMTD Interest paid on loan capital

and debt securities issued (33,443) (30,837)

BEITHEREF B H Interest paid on certificates of deposit issued (60,686) (122,042)

BB BFER Hong Kong profits tax paid (166,875) (15,497)
B BB NG Overseas tax paid (466) (1,346)
REEBRASHRANFE Net cash inflow from operating activities 2,335,213 2,811,669

—TTmETH
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(LBBFTlz3)T) (Expressed in thousands of Hong Kong dollars)
HN - ZERESRELERMHTE  38. NOTES TO CONSOLIDATED CASH FLOW STATEMENT
(48) (Continued)
(Z) FAMEZE T (b)  Analysis of changes in financing during the year
R 2
(BfFEEE 28T 2EITH
DERR Share B ES FRE
Ex Capital BEEX Debt Certificates
Minority  (including Loan Securities  of Deposit
Interests premium) Capital issued issued
—EETNF—A—H At 1st January 2004 19,120 1,625,282 970,388 31,052 7,868,079
BERSRAFE Net cash inflow
from financing - 1,349,062 - 2,298,438 582,364
L SR B A A Minority interests’ share
of profits 2,683 - - - -
D ERR R (R H Minority interests’ share
of exchange reserve 24 - - - -
ST B B8 X A Dividend paid to minority
LERFHR S shareholder of
a subsidiary (1,837) - - - -
[ERE) & Effect of foreign
exchange rate changes - - 1,406 2,815 1,693
—ZEEMFEF+=-A=+—H At31st December 2004 19,990 2,974,344 971,794 2,332,305 8,452,136
[N
(BFEHE) BT BEITH
DERE Share BE%E 5 15K
L Capital BEEXR Debt  Certificates
Minority (including Loan Securities of Deposit
Interests premium) Capital issued issued
—EE=F—H—H At 1st January 2003 18,153 1,625,282 974,831 - 6,888,227
BERERAFE Net cash inflow
from financing - - - 31,052 987,008
D BIAR BR FE AL A Minority interests’ share
of profits 2,880 - - - =
D HR R (R E Minority interests’ share
of exchange reserve (75) - - - -
S FH B A A Dividend paid to minority
DERRHR S shareholder of
a subsidiary (1,838) - - - -
fERFE) 2 w8 Effect of foreign
exchange rate changes - - (4,443) - (7,156)
—“FEE=F+_A=+—H At 31st December 2003 19,120 1,625,282 970,388 31,052 7,868,079

RIRTEEFRAA
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HA - GERERBEERWE

(%)
(A) AEAMHEZHE LA

(Expressed in thousands of Hong Kong dollars)

38. NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(Continued)

(c) Disposal of a subsidiary as part of the Reorganisation

2004 2003
HEZFEE Net assets disposed of:
RekEHES Cash and short-term funds 1,284 =
FHEERKREMERR Advances and other accounts
EfihBR B Other accounts 3,690 -
—RIBR R RREE General provisions for bad
and doubtful debts (74) -
TR BN BRI IR Current tax prepaid 43 =
HafR B RTER Other accounts and accruals (3,770) =
1,173 -
PEMNBARZRERERIRESIER Analysis of the net outflow of cash
ZEFREBEAONMAT and cash equivalents in respect
of the disposal of a subsidiary is as follows:
HEZReEREHES Cash and short-term funds disposed of 1,284 =

KEE - BEZHEARFER,451,0008 02
AEEKEEBEESRE °

(T) BEREFRELEBZHZDH

The subsidiary disposed of in the year utilised HK$1,451,000 of the Group’s

cash flows for operating activities.

(d) Analysis of the balance of cash and cash equivalents

2004 2003
ReRERITREMSBEENE R Cash and balances with banks
and other financial institutions 1,426,432 595,685
BRI HRTE 3R Money at call and short notice 7,567,931 4,996,907
RAHRA=HEALKNNBEEESS Treasury bills with original maturity within
three months 3,610,361 1,391,323
[RZANEABR B =@ A LA RTERTT Placements with banks and other financial
K EAth & B 1 9 7 3K institutions with original maturity within
three months 463,230 -
[RZANEARR & = {8 A LA A ERTT Deposits and balances of banks
K HE SRR R R A and other financial institutions
with original maturity within three months (189,667) (158,378)
12,878,287 6,825,537

—TTmETH
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(LE# T T3 7)

A BERRBEHERE
(F) AFXEMR

Rt-A=+—RAERBEADRBERZER
APEWT

(Expressed in thousands of Hong Kong dollars)

39. CAPITAL AND LEASE COMMITMENTS
(a) Capital commitments

Capital commitments outstanding as at 31st December not provided for in the

accounts were as follows:

£8 Group 2004 2003
BB KRB EE Contracted but not provided for 16,616 21,393
BEHEERFZL Authorised but not contracted for = 1,437

16,616 22,830

R-ZTEENE+ A =+—B AR BWEE
B AR AEHE (2003 ¢ ) o

(Z) HHERE

AEBAEEA

AEER+-AS+—BHTTIEEER
4 MRERINZ BEROTRBEMT -

At 31st December 2004, the Company had no capital commitments (2003:
Nil).

(b) Lease commitments

The Group as lessee

At 31st December, the Group had future aggregate minimum lease payment
under non-cancellable operating leases as follows:

£8 Group 2004 2003
TR Land and buildings
——F A — Not later than one year 35,607 33,453
——FURBRERF — Later than one year and not later
than five years 78,553 81,378
—RENE — Later than five years - 13,451
114,160 128,282
AEEMBHBEA The Group as lessor
AEERT A=+ —HHEBEREETEGOH At 31st December, the Group had contracted with tenants for the following
RRFEEKESLOT future minimum lease receivables:
£8 Group 2004 2003
TR Land and buildings
——FLAA — Not later than one year 8,529 9,842
——FBERF — Later than one year and not later
than five years 2,180 7,259
10,709 17,101

R-ZBZENE+ = A=+ — BARRLETM
FH4)EIE(2003 : ) o

RIRTEEFRAA

At 31st December 2004, the Company had no lease commitments (2003: Nil).
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N+~ SEEHE 40. SEGMENTAL INFORMATION

PEEMTDBRAEB 2 D BEBIBNR Segmental information is presented in respect of the Group’s business
segments:

BART  EERT
Personal Commercial HE£H X2EEH Eid @

2004 Banking Banking  Treasury Unallocated Elimination Total
FEHA Interest income from
- HREP - external customers 895,398 590,505 735,706 6,797 - 2,228,406
-BER - inter-segments 337,492 25,169 - 22,969  (385,630) -
MEX Interest expense to
—IREF - external customers (389,819)  (70,115)  (112,419) (9,587) - (581,940)
-BER - inter-segments - - (385,630) - 385,630 -
RS WA Net interest income 843,071 545,559 237,657 20,179 - 1,646,466
Hip2EHA Other operating income 315,361 107,854 76,969 31,754 = 531,938
==LON Operating income 1,158,432 653,413 314,626 51,933 - 2,178,404
EEY Operating expenses (575,316)  (134,236)  (77,725)  (14,969) - (802,246)
MEEEAN 2 EBET Operating profit before provisions 583,116 519,177 236,901 36,964 - 1,376,158
ERERARERE (Charge) / write-back of provisions
(i) /% for bad and doubtful debts
i - Continuing operations (157,859)  (52,157) 156 1,114 - (208,746)
—RIEEER - Discontinued operation = = = 9) = (9)
MkERREERT Operating profit after provisions 425,257 467,020 237,057 38,069 - 1,167,403
ETEEEMRNE Net gain on revaluation
EEEEF ha and disposal of fixed assets 179 - = 49,186 = 49,365
LEHBEEERER Net (oss) / gain on disposal
F5E (BR) e of non-trading securities (5) - 44,656 2,047 - 46,698
EERAREHNER 2R Share of results of jointly controlled entities = = = 4,095 = 4,095
BIECEEB  EtFER Net other contribution from
discontinued operation - - - 276 - 276
EHER Reorganisation costs - - = (8,963) = (8,963)
BBt A Profit before taxation 425,431 467,020 281,713 84,710 - 1,258,874

RZZEMEF-A=1+—H Asat31st December 2004

BERH Total assets 18,768,712 15,284,547 36,064,101 1,194,578 - 71,311,938
BEAG Total liabilities 35,445,960 8,199,513 17,849,055 1,094,719 - 62,589,247
HZ_ZTTmF For the year ended

+-A=+-ALEE 31st December 2004
E Depreciation 43,490 9,730 5,831 4,102 = 63,153
BAY Capital expenditure incurred 20,366 4,841 801 6,993 = 33,001
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m+ - 2EER @

(Expressed in thousands of Hong Kong dollars)

40. SEGMENTAL INFORMATION (Continued)

AR  EERT
Personal Commercial ~ BE¥% ROBER g Bt
2003 Banking Banking Treasury  Unallocated  Elimination Total
FEBA Interest income from
-HRER - external customers 950,603 578,781 819,834 6,738 - 2,355,956
-B1ER - inter-segments 319,523 - - - (319,523) =
MEX Interest expense to
—NAEP — external customers (358,210)  (75,071)  (230,220) (9,074) - (672,575)
~-BIER - inter-segments - (26,505)  (283,802) (9,216) 319,523 -
FRBMA/ (i) Net interest income / (expense) 911,916 477,205 305,812 (11,552) - 1,683,381
Hi B A Other operating income 329,174 93,499 83,199 28,382 = 534,254
=L ON Operating income 1,241,090 570,704 389,011 16,830 - 2,217,635
2EX M Operating expenses (552,103)  (118967)  (69,316)  (40,701) - (781,087)
MBAEER 2 2B RF/(FB)  Operating profit / (loss) before provisions 688,987 451,737 319,695 (23,871) - 1,436,548
ERERARERE (Charge) / write-back of provisions
(Fih) /o B for bad and doubtful debts
-REEEES - Continuing operations (456,934)  (79,881) 879 1,184 - (534,752)
—RPEEER — Discontinued operation = = = 2) = 2)
M EEER 2 EBEF (BB)  Operating profit / (loss) after provisions 232,053 371,856 320,574 (22,689) - 901,794
ErBEEHRRILE Net loss on revaluation and disposal
EEEEZEBR of fixed assets = = = (64,479) = (64,479)
HEEFEEEREN Net gain on disposal of
FHFNR non-trading securities - - 195,918 - = 195,918
FHEEEREN Provisions on non-trading
EHERERR securities = = (25,877) = = (25,877)
BERRTHER %5 Share of results of jointly controlled entities = = = (2,015) = (2,015)
BIECEER At FER Net other contribution from
discontinued operation - - - 141 - 141
Bt A A/ (B518) Profit / (loss) before taxation 232,053 371,856 490,615 (89,042) - 1,005,482
WZZE=F+-A=1+—H Asat31st December 2003
BEAG Total assets 16,308,987 13,111,303 31,454,300 1,289,771 - 62,164,361
BEA Total liabilities 30,898,665 7,896,489 15,930,004 769,226 - 55,494,384
HE-ZT=F For the year ended
+-A=t-HI%5E 31st December 2003
& Depreciation 31,257 1,754 862 29,136 = 63,009
BAXM Capital expenditure incurred 7,232 143 230 15,802 S 23,407

RIRTEBEFRAA
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(BB F T2 FF)
m+ - 2EER @

BARTEBBREEIBARTPFR - £E2
FRIB - RABER - BXMERRRE - R
EHRHE MR E R o

BERTEBRBEEXIER  BR - 2&E=2
BE  BHREREBURIREE - HEHR
RERMETFIEZERIMEREBIERTS @ 71
BE#N  AERERNEBRES -

MEEBTERRINERS - PREFBEEE
B AREREE BEARETERSEEZE
ZECEBRER -

ADBEEBRIE AT EXBREMREEB
FzeBaREEERE (BENEEA) -

REEBBNKZBAREE  EREFEDN
EBERREREE WU BRI D MHERHRE -

m+—- AEEATZERXRS

BRBEALTRZEALTARE N EERERES
A7 I E—HEELMBEREERERT
EITEERTES - WEEMBTRALZE K
FEEHIS LR BBATZER - BEALTWES
BREAL -

AER  RAKEEEXRFERT  ~AEEZ
SERRIIREXBREMBEALBEARE
ZEBRBERAR - FRMBRR - REERA
AlZBERREETHEIERENKEBERY
ENZRA) HIZHEEREALRS -

(Expressed in thousands of Hong Kong dollars)

40. SEGMENTAL INFORMATION (Continued)

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.

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 and receivable
financing. Hire purchase finance and leasing related to equipment, vehicle
and transport financing are included.

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.

Unallocated items include results of operations and corporate investments
(including properties) not directly identified under other business divisions.

No geographical reporting is provided as over 90% of the Group’s revenues
and assets are originated from business decisions and operations based in
Hong Kong.

41. SIGNIFICANT 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 the year, the continuing and discontinued operations of the Group
entered into various transactions with related parties including the ultimate
holding company, fellow subsidiaries of the Group, companies directly or
indirectly controlled or significantly influenced by the shareholders or directors
of the ultimate holding company, in the normal course of the business of the
Group.
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(LB F Tl 5I7)
m+t— ABEALZERXRS
(0

]

(1) FELEX

FRARBZSELERY  BA@EALZ
EXRZWT :

(F) RUFEREREZTFRRSE

ARE R BEEERK  AERKIERAFRE
HEF  ARARARERR D DEEHIE
HRAAEANE N ARIREEERE RE
SHR - BE-FEMET=A=T—ALF
EEHET

&M

(Expressed in thousands of Hong Kong dollars)

41. SIGNIFICANT RELATED PARTY TRANSACTIONS
(Continued)

(1)  Continuing operations

In respect of the continuing operations of the Group, details of the significant
related party transactions are as follows:

(a) Extension of credit facilities and deposit taking

The Group has provided credit facilities to, and taken deposits from, the
shareholders and directors of the Company or other companies within the
Group and companies controlled or significantly influenced by these
shareholders and directors on normal commercial terms. For the year ended
31st December 2004, the following balances were outstanding:

RtT-—A=+—B2zZRAEEEFER
FARHKEEREZ FHERER

RT-ZR=+—B2ERE&EH
FRZFHFREHR

AEBNFEREIERAR M EEREZH
BARIFMBITZETEEES - RZZEZNF
FTZA=+—8 AEEFBEZZEEBHESZ
4858 581,477,000/ 7T (2003 : 77,631,000/
7T WEBEEHFEEEABRZIERFEERE
BERBZESFIN - ZEBHFRE—MREEKRK
MAKEZ EREBBEFEA -

RIRTEEFRAA

Group 2004 2003
Loans outstanding as at 31st December 32,162 35,000
Average loan balances outstanding

during the year 35,524 35,225
Deposits outstanding as at 31st December 334,280 135,196
Average deposit balances outstanding

during the year 311,800 158,085

The Group also held certain debt securities issued by a subsidiary of a
substantial shareholder of the ultimate holding company. As at 31st December
2004, the total amount held was HK$81,477,000 (2003: HK$77,631,000) and
was included in “Non-trading securities” in the consolidated balance sheet.
These securities were acquired in the normal course of the Group’s business
on normal commercial terms.
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(LB F Tl 5I7)
m+t— ABEALZERXRS

()
(1) FEESEXED #

(2) BRERERQAARERMBLRANRIS

REBRFNEGERERARRRRMB AR
B HERER D (ERREBBERINE
RARIES EMARR (T EMRENE14A14E8)
WEREETIBARSH - ZEXFH2BE
KIEBARE FTT AR AISE 14A.35(2) 8 & 14A.36(1)
B BARAEEZFELR -

%8

(Expressed in thousands of Hong Kong dollars)

41. SIGNIFICANT RELATED PARTY TRANSACTIONS
(Continued)

(1)  Continuing operations (Continued)

(b) Transactions with the ultimate holding company and fellow
subsidiaries

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 ultimate holding
company and fellow subsidiaries during the year. The aggregate value of these
transactions are within the respective annual caps applicable to the Group
under Rules 14A.35(2) and 14A.36(1) of the Listing Rules.

B A8 (M=)
EWRRITFEE (K30
EWEE MAEBAEE R E K (M)

EUWETEE (B (i)
BRI E (V)
B RERRE (HEEV)

B i

()  AREERATRARNEATREE
BRE B RERORE LA TR
#

ENFMETIARRMEMNMBRITAR - AHR
TAEBRAR ([KRHRT)) RERRITARAF
(TEHRIRIT]) BRERRER QR LR RKEQ
BZERNA B - FRZEFREHREANMH
A -

RFRITREARITRBHERERNRITRSE -
EXZEEE  REBERBEE -REEER
WERITFEE - I - RIFASZRBRER A
AI(TRIAR]  —HERMBAR) AEFP
MAAFIRIT R BRHRITEIT 2 ER TR
ENR G TSR ERZERITNEPR
BB - ZFRITRIS P HELE F B 7]
BIISEMKL -

Group 2004 2003
Interest paid (Note (i) (2,399) (1,024)
Bank charges received (Note (i)) 2,515 1,388
Rentals and related building management fee

and charges received (Note (ii)) 2,463 2,386
Management fees received (Note (iii)) 8,500 4,690
Insurance commission received (Note (iv)) 21,377 27,562
Insurance premiums paid (Note (v)) (4,584) (4,862)

Note:

(i) Extension of credit facilities and provision of deposit taking and other
standard banking services to the ultimate holding company and fellow
subsidiaries

Interest was paid by two banking subsidiaries, namely Dah Sing Bank, Limited
("DSB") and MEVAS Bank Limited (“MEVAS"), on deposits received from the
ultimate holding company and fellow subsidiaries. The balances of deposits
outstanding as at the end of year are set out in Note 35 above.

Bank charges were levied by DSB and MEVAS on the provision of standard
banking services covering cheque clearing, investment dealing services, etc.
on normal commercial terms. In addition, merchant fees were charged at
market rates to Dah Sing Life Assurance Company Limited (“DSLA”, a fellow
subsidiary) on settlement of insurance premiums by its customers using credit
cards issued by DSB and MEVAS. These banking arrangements are for an
indefinite term and can be terminated in accordance with market practice.
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(Expressed in thousands of Hong Kong dollars)

41. SIGNIFICANT RELATED PARTY TRANSACTIONS
(Continued)

(1)  Continuing operations (Continued)

(b) Transactions with the ultimate holding company and fellow
subsidiaries (Continued)

(i)  Lease and sub-lease of properties to fellow subsidiaries

DSB and another subsidiary, Vanishing Border Investment Services Limited
("VB"), have leased and sub-leased certain of their owned and rented
properties to DSLA and two other fellow subsidiaries, Dah Sing Insurance
Services Limited (“DSIS”) and DS Insurance Agency as their office premises.
DSB and VB receive from DSLA, DSIS and DS Insurance Agency the lease rentals,
and air-conditioning charges, building management charges and other utilities
charges based on the actual amount of costs incurred. All leases and sub-
leases were entered into on normal commercial terms in 2004 with tenors not

exceeding three years.

(iii)  Provision of computer and administrative services to the ultimate holding
company and fellow subsidiaries

Pursuant to a service agreement entered into between DSB and the ultimate
holding company, DSB is to provide to the latter and certain of the fellow
subsidiaries including DSLA and DSIS management support services including
retail branch and marketing support, computer services, operations support,
autopay services, treasury services, risk management support and other
administrative services. The service agreement entered into in 2004 is for a
fixed term of three years commencing 1st January 2004 at an annual fee of
HK$8,500,000.

The amount for 2003 related to a similar service agreement entered into
between DSB and DSIS under which DSIS paid to DSB the cost of the services
received based on the actual amount of costs incurred by DSB in the provision
of those services.

(iv)  Distribution and Agency Agreements with DSIS

DSIS, and DS Insurance Agency after it became a wholly owned subsidiary of
the ultimate holding company, have entered into distribution agreements and
underlying agency agreements with each of DSB and MEVAS for the marketing
and distribution of life and general insurance products through DSB’s and
MEVAS’ network of bank branches. DSB and MEVAS are entitled to receive
from DSIS and DS Insurance Agency commissions calculated on normal
commercial terms. The agreements entered into in 2004 are for a fixed term
of three years commencing 1st January 2004.

Dah Sing Banking Group Limited



Bk B B &E

Notes to the Accounts

(LB F Tl 5I7)
m+t— ABEALZERXRS
(0

(1) FHELEXK )

(2) BRXERAAREBAMBARNNRS
(&)

(v)  A#AZE MDah Sing General Insurance
Company Limited ([ RFT{RER]) Frig it 2
RE2 AR

RITASBEEESRRERZ (HEEREXR
FRITRLRRITREZEAENR - EAFRE
BRIZIBE ) MAFRITR LHARITRERE
REE - MEUBIBBEERZ A EEESRIE—
WA ETETENRRE - KITASTERE
BETEREPRAFBITMERARTHRE 2
HMR/REERE - MRMASR ST MNF
B ZRE BA-TTNF—A—AREMS
RE=F  EZTTWF - KFRITREHAR
AER/TRITASZZRES 2,928,000 T
(2003 : 3,739,000/ 7T) °

RERBIAKRFRIT RIRITERMEAMK B QA
2HE  RUAEEAZEARE—RRE R
BEHEREARE  HMEZR 2REMFT -
B EBTRE EEFERMBEAASIN - R
BARREBEZRE - REEFEKRAREE
R WEASBFEHER] - EZTTWF - K
EEINTRIRE 2IRE H1,656,0008 T
(2003 : 1,123,000 7¢) °

(R) EAEREENBAR ZHEMRS

R-BEZ=F+_HA=1+—8  AFRTA—
MEERRE T - BREMNBRRAATEES
RAE ([R¥E{%]) —I815,000,0008 7L 248
WHER  UEREZH - EZTTWFEHA
Bl - KT EEERAAFRTTHEREZEE

Eo
A °

(Expressed in thousands of Hong Kong dollars)

41. SIGNIFICANT RELATED PARTY TRANSACTIONS
(Continued)

(1)  Continuing operations (Continued)

(b) Transactions with the ultimate holding company and fellow
subsidiaries (Continued)

(v)  Insurance services provided by DSLA and Dah Sing General Insurance
Company Limited (“DSGI")

Under the Credit Life Insurance Policy Agreements which cover personal loans,
credit card lending and mortgage loans extended by DSB and MEVAS, DSLA
provides insurance cover to DSB and MEVAS in return for a premium which is
calculated based on the outstanding balances of the relevant loans on normal
commercial terms. DSLA also underwrites insurance policies to cover the death
and/or critical illnesses of certain loan customers and staff of DSB and MEVAS.
Policies entered into with DSLA in 2004 are for a fixed term of three years
commencing 1st January 2004. Premiums paid by DSB and MEVAS to DSLA in
2004 totalled HK$2,928,000 (2003: HK$3,739,000).

DSGI underwrites general insurance policies in the name, and for the benefit,
of DSB and other companies of the Banking Group including policies covering
domestic motor, property all risks, public liability, money, electronic equipment,
employees’ compensation and group personal accident. The policies are subject
to renewal annually. The policies are provided to the Group on DSGI’s normal,
written commercial terms. Premiums paid by the Group to DSGI in 2004
totalled HK$1,656,000 (2003: HK$1,123,000).

(c) Other transaction with a fellow subsidiary prior to the
Reorganisation

As at 31st December 2003, DSB extended to Dah Sing Company Limited
("DSC”, a fellow subsidiary), a secured loan of HK$15,000,000 on normal
commercial terms for investment purpose. This loan had been fully repaid by
DSC to DSB in 2004 prior to the Reorganisation.
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41. SIGNIFICANT RELATED PARTY TRANSACTIONS
(Continued)

(2) Discontinued operation

In respect of the discontinued operation of the Group (which relates to DS
Insurance Agency), details of the significant related party transactions up to
the date of disposal, i.e. 12th June 2004, by DSB are as follows:

(@) Agency agreement between DS Insurance Agency and DSGI

Under an Agency Agreement entered into between DS Insurance Agency and
DSGI, DS Insurance Agency was appointed an agent of DSGI for the sale and
distribution of DSGI's general insurance policies. DS Insurance Agency was
entitled to receive from DSGI net commissions calculated on bases that were
no more favourable than those available to third party agents. As part of this
arrangement, DS Insurance Agency also received from DSGI a management
fee.

The aggregate amount of income arising from the above transactions was as

follows:
EEEE QLS BnE
—A—H ZET=F
E-ZTNE +t-A=+—H~
ANATZ=ZHILHEH LEFE
Period from

1st January 2004 Year ended
to 12th June 2004 31st December 2003
Hihg s Other operating income 3,807 8,919

M+=- R&EERAT 42. ULTIMATE HOLDING COMPANY

RRRZREER AR /B BEMKLZ L
REl-AFEHEBBRAF]

n+=- BEREBEB
AEBEN - ZERF=-A+HAKESZSR
i@ o
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The ultimate holding company is Dah Sing Financial Holdings Limited, a listed
company incorporated in Hong Kong.

43. APPROVAL OF ACCOUNTS

The accounts were approved by the Board of Directors on 15th March 2005.

Dah Sing Banking Group Limited



