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32 Interests in leasehold land

The Group’s interests in leasehold land represent operating leases and their net book value
are analysed as follows:

�� !�"
The Group and the Bank

2005 2004
HK$’000 HK$’000

In Hong Kong held on:

– Long-term leases (over 50 years) 137,825 138,889
– Medium-term leases

  (between 10 to 50 years) 111,863 114,970

249,688 253,859

At 1 January 253,859 258,031
Amortisation of prepaid operating lease

charges (note 7) (4,171) (4,172)

At 31 December 249,688 253,859

33 Trading liabilities

�� !�"
The Group and the Bank

2005 2004
HK$’000 HK$’000

Short positions in Exchange Fund Bills and Notes,
at fair value:

– Listed 1,085 3,668

– Unlisted 966,806 267,496

967,891 271,164

34 Deposits from customers

�� ��
The Group The Bank

2005 2004 2005 2004
HK$’000 HK$’000 HK$’000 HK$’000

Demand deposits and
current accounts 2,662,438 3,806,452 2,888,464 3,990,845

Saving deposits 11,300,560 16,974,515 11,316,844 16,990,845

Time, call and notice
deposits 40,343,042 32,414,763 40,967,458 33,136,019

54,306,040 53,195,730 55,172,766 54,117,709
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35 Other accounts and accruals
�� ��

The Group The Bank
2005 2004 2005 2004

HK$’000 HK$’000 HK$’000 HK$’000
�� ��

Restated Restated
Deferred tax liabilities

(note 36) 291,687 796 290,215 –
Others 2,248,532 2,587,447 1,127,263 1,673,004

2,540,219 2,588,243 1,417,478 1,673,004

Included in others are interest payable of HK$165,631,000 for the Group and
HK$166,650,000 for the Bank, which are analysed by types of financial liabilities as
follows:

2005
�� ==��

The Group The Bank
HK$’000 HK$’000

Deposits and balances of banks and other
financial institutions 15,624 15,624

Derivative financial instruments 32,239 32,239
Financial liabilities at fair value through

profit or loss 13,113 13,113
Deposits from customers 97,117 97,686
Certificates of deposits issued 7,538 7,988

165,631 166,650

36 Deferred taxation

The components of deferred tax assets/(liabilities) recognised in the balance sheet and
the movements during the year are as follows:

The Group
��

�� �� !
�� �� ! Impairment

�� ! �� ! Retirement allowances on
Accelerated tax Revaluation on benefit loans and �� ��

depreciation properties obligation advances Others Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2005 as
previously reported (12,036) – (30,934) 62,140 1,703 20,873

Effect of changes in
accounting policies – (238,124) – (42,849) 861 (280,112)

At 1 January 2005
as adjusted (12,036) (238,124) (30,934) 19,291 2,564 (259,239)

Credited/(charged) to the
profit and loss account 2,605 (33,001) (1,454) 1,809 (83) (30,124)

(Charged)/credited to
reserves (note 38) – (284) – – 1,373 1,089

At 31 December 2005 (9,431) (271,409) (32,388) 21,100 3,854 (288,274)
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36  Deferred taxation (continued)

The Bank
��

�� �� !
�� �� ! Impairment

�� ! �� ! Retirement allowances on
Accelerated tax Revaluation on benefit loans and �� ��

depreciation properties obligation advances Others Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2005 as
previously reported (11,578) – (30,934) 60,933 2,499 20,920

Effect of changes in
accounting policies – (238,124) – (44,638) 861 (281,901)

At 1 January 2005
as adjusted (11,578) (238,124) (30,934) 16,295 3,360 (260,981)

Credited/(charged) to the
profit and loss account 2,869 (33,001) (1,454) 979 – (30,607)

Credited to reserves
(note 38) – – – – 1,373 1,373

At 31 December 2005 (8,709) (271,125) (32,388) 17,274 4,733 (290,215)

The Group
�� �� !"

�� �� ! Provisions
�� ! Retirement for bad

Accelerated tax benefit and doubtful �� ��
depreciation obligation debts Others Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2004 (15,146) (29,879) 77,991 (206) 32,760
Credited/(charged) to the

profit and loss account 3,110 (1,055) (15,851) (196) (13,992)
Credited to reserves

(note 38) – – – 2,105 2,105

At 31 December 2004 (12,036) (30,934) 62,140 1,703 20,873

The Bank
�� �� !"

�� �� ! Provisions
�� ! Retirement for bad

Accelerated tax benefit and doubtful �� ��
depreciation obligation debts Others Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2004 (14,763) (29,879) 76,600 394 32,352
Credited/(charged) to the

profit and loss account 3,185 (1,055) (15,667) – (13,537)
Credited to reserves

(note 38) – – – 2,105 2,105

At 31 December 2004 (11,578) (30,934) 60,933 2,499 20,920
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36 Deferred taxation (continued)

�� ��
The Group The Bank
2005 2004 2005 2004

HK$’000 HK$’000 HK$’000 HK$’000

Net deferred tax assets recognised
on the balance sheet (note 25) 3,413 21,669 – 20,920

Net deferred tax liabilities
recognised on the balance sheet
(note 35) (291,687) (796) (290,215) –

(288,274) 20,873 (290,215) 20,920

Deferred tax assets are recognised for tax losses carried forward to the extent that
realisation of the deferred tax benefit through future profits is probable.  At 31 December
2005, a subsidiary of the Bank had unrecognised tax losses of HK$48,412,000
(2004: HK$49,490,000) to carry forward against future taxable profits.

37 Share capital

2005 2004
HK$’000 HK$’000

Authorised:

300,000,000 shares (2004: 300,000,000 shares)
of HK$5 each 1,500,000 1,500,000

Issued and fully paid:

232,190,115 shares (2004: 232,190,115 shares)
of HK$5 each 1,160,951 1,160,951
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38 Reserves

The Group
�� ! ��

�� ! �� ! ��

Investment Bank �� !

�� ! properties premises Investment �� ! �� !

Capital revaluation revaluation revaluation General Retained ��

reserve reserve reserve reserve reserve earnings Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2005 as
previously reported 57,500 1,360,708 – 142,215 1,003,730 5,835,655 8,399,808

Effect of changes in
accounting policies
– on adoption of
   HKAS 17 – – – – – 7,885 7,885

At 1 January 2005
as restated 57,500 1,360,708 – 142,215 1,003,730 5,843,540 8,407,693

Effect of changes in
accounting policies
– on adoption of
   HKAS 39 – – – (4,130) – 283,135 279,005
– on adoption of
   HKAS 40 – (1,360,708) – – – 1,122,584 (238,124)

At 1 January 2005
as adjusted 57,500 – – 138,085 1,003,730 7,249,259 8,448,574

Change in fair value of
available-for-sale
securities – – – 23,121 – – 23,121

Disposal of available-
for-sale securities – – – (15,623) – – (15,623)

Surplus on revaluation – – 1,625 – – – 1,625
Change in deferred

taxation (note 36) – – (284) 1,373 – – 1,089
Profit for the year – – – – – 1,108,815 1,108,815
2004 Final dividend paid – – – – – (459,737) (459,737)
2005 Interim dividend paid – – – – – (132,348) (132,348)

At 31 December 2005 57,500 – 1,341 146,956 1,003,730 7,765,989 8,975,516

Representing:
Bank and subsidiaries 57,500 – 1,341 146,956 1,003,730 7,773,442 8,982,969
Jointly controlled entities – – – – – (8,702) (8,702)
Associates – – – – – 1,249 1,249

At 31 December 2005 57,500 – 1,341 146,956 1,003,730 7,765,989 8,975,516
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38 Reserves (continued)
The Bank

�� !
�� ! ��
Investment �� !
properties Investment �� ! �� !
revaluation revaluation General Retained ��

reserve reserve reserve earnings Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2005 as
previously reported 1,360,708 64,104 1,003,730 4,697,344 7,125,886

Effect of changes in
accounting policies

– on adoption of HKAS 17 – – – 7,885 7,885

At 1 January 2005 as restated 1,360,708 64,104 1,003,730 4,705,229 7,133,771
Effect of changes in accounting

policies

– on adoption of HKAS 39 – (4,130) – 297,987 293,857

– on adoption of HKAS 40 (1,360,708) – – 1,124,739 (235,969)

At 1 January 2005 as adjusted – 59,974 1,003,730 6,127,955 7,191,659
Change in fair value of

available-for-sale securities – (26,588) – – (26,588)
Disposal of available-for-sale

securities – (12,500) – – (12,500)
Change in deferred taxation

(note 36) – 1,373 – – 1,373
Profit for the year – – – 967,288 967,288
2004 Final dividend paid – – – (459,737) (459,737)
2005 Interim dividend paid – – – (132,348) (132,348)

At 31 December 2005 – 22,259 1,003,730 6,503,158 7,529,147
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(a) The Group’s capital reserve was set up in relation to the capitalisation
by certain subsidiaries of their retained earnings for the issue of new
shares to the Bank.

(b) The general reserve is comprised of previous years’ transfers from
retained earnings and inner reserve.

(c) In accordance with the guidance note from the Hong Kong Monetary
Authority, an authorised institution is required to maintain a regulatory
reserve in excess of impairment allowances.  As a result, retained
earnings of HK$253,112,000 were earmarked as a regulatory reserve
at 31 December 2005.  Movements in the reserve are made directly
through retained earnings and in consultation with the Hong Kong
Monetary Authority.

(d) The directors proposed a final dividend of HK$494,565,000 (2004:
HK$459,737,000) after the year end which will be deducted as an
appropriation of retained earnings in the year ending 31 December
2006 (note 14).



38 Reserves (continued)

The Group
�� !
�� ! ��

Investment �� !
�� ! properties Investment �� ! �� !

Capital revaluation revaluation General Retained ��
reserve reserve reserve reserve earnings Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
At 1 January 2004 as

previously reported 57,500 1,022,940 127,729 1,003,730 5,235,844 7,447,743
Effect of changes in

accounting policies
– on adoption of
   HKAS 17 – – – – 7,424 7,424

At 1 January 2004 as
restated 57,500 1,022,940 127,729 1,003,730 5,243,268 7,455,167

Change in fair value of
non-trading securities – – 17,130 – – 17,130

Disposal of non-trading
securities – – (4,749) – – (4,749)

Surplus on revaluation – 337,768 – – – 337,768
Change in deferred

taxation (note 36) – – 2,105 – – 2,105
Profit for the year,

as restated – – – – 1,032,146 1,032,146
2003 Final dividend paid – – – – (320,423) (320,423)
2004 Interim dividend paid – – – – (111,451) (111,451)

At 31 December 2004 57,500 1,360,708 142,215 1,003,730 5,843,540 8,407,693

Representing:
Bank and subsidiaries 57,500 1,360,708 142,215 1,003,730 5,856,649 8,420,802
Jointly controlled entities – – – – (13,521) (13,521)
Associates – – – – 412 412

At 31 December 2004 57,500 1,360,708 142,215 1,003,730 5,843,540 8,407,693
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38 Reserves (continued)

The Bank
�� !
�� ! ��

Investment �� !
properties Investment �� ! �� !
revaluation revaluation General Retained ��

reserve reserve reserve earnings Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2004 as
previously reported 1,022,940 69,887 1,003,730 4,260,228 6,356,785

Effect of changes in
accounting policies
– on adoption of
   HKAS 17 – – – 7,424 7,424

At 1 January 2004 as
restated 1,022,940 69,887 1,003,730 4,267,652 6,364,209

Change in fair value of
non-trading securities – (3,003) – – (3,003)

Disposal of non-trading
securities – (4,885) – – (4,885)

Surplus on revaluation 337,768 – – – 337,768

Change in deferred
taxation (note 36) – 2,105 – – 2,105

Profit for the year,
as restated – – – 869,451 869,451

2003 Final dividend paid – – – (320,423) (320,423)

2004 Interim dividend paid – – – (111,451) (111,451)

At 31 December 2004 1,360,708 64,104 1,003,730 4,705,229 7,133,771
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39 Amounts due from/to subsidiaries

Included in the following balance sheet headings are balances with subsidiaries:

��
The Bank

2005 2004
HK$’000 HK$’000

Amounts due from subsidiaries:
Cash and short-term funds 59,851 50,000
Placements with banks and other

financial institutions maturing
between one and twelve months 360,000 320,000

Advances and other accounts 225,769 249,452

645,620 619,452

Amounts due to subsidiaries:
Deposits and balances of banks and other

financial institutions 101,874 146,768
Deposits from customers 869,381 924,593
Certificates of deposit issued – 15,000
Financial liabilities at fair value through

profit or loss 111,430 –
Other accounts and accruals 157,316 205,584

1,240,001 1,291,945
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40 Segment reporting

(a) Class of business

The Group operates predominantly in commercial banking which comprises
retail and corporate banking, treasury, insurance and other activities.
Retail and corporate banking includes retail banking, commercial lending
and trade finance.  Treasury activities include foreign exchange, money
market and capital market activities.  Insurance activities include insurance
underwriting, insurance agency and other related businesses.  Other activities
mainly comprise investment properties holding and securities brokerage
business.

Unallocated items mainly comprise expenses, assets and liabilities of the
central management unit and other shared services, taxation and any items
which cannot be reasonably allocated to specific business segments.
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40 Segment reporting (continued)
(a) Class of business (continued)

�� 
�� !
Retail and �� 
corporate �� �� �� �� �� 

banking Treasury Insurance Others Unallocated Group
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

2005

Interest income from
– external customers 1,569,074 1,081,327 34,612 28,580 – 2,713,593
– other segments 1,215,305 692,988 10,203 6,072 – 1,924,568

Interest expense to
– external customers (1,365,874) (213,101) – – – (1,578,975)
– other segments (703,487) (1,211,412) – (9,669) – (1,924,568)

Net interest income 715,018 349,802 44,815 24,983 – 1,134,618
Insurance operating

income from external
customers – – 379,986 – – 379,986

Other operating income
from external customers 130,864 62,560 (9,948) 227,972 – 411,448

Operating income 845,882 412,362 414,853 252,955 – 1,926,052
Operating expenses (348,006) (21,880) (25,784) (73,117) (107,306) (576,093)

Operating profit/(loss)
before impairment
allowances 497,876 390,482 389,069 179,838 (107,306) 1,349,959

(Charge for)/write back of
impairment allowances (19,842) – 12 – – (19,830)

Charge for insurance
claims – – (286,325) – – (286,325)

Operating profit/(loss) 478,034 390,482 102,756 179,838 (107,306) 1,043,804
(Loss)/gain on fixed assets

and investments (28) 4 4,612 61,555 (726) 65,417
Revaluation surplus on

investment properties – – – 188,652 – 188,652
Revaluation deficit on

premises – – – (79) – (79)
Share of net profits

of jointly controlled
entities and associates – – 4,260 3,712 – 7,972

Profit/(loss) before
taxation 478,006 390,486 111,628 433,678 (108,032) 1,305,766

Segment assets 40,370,845 30,229,282 1,697,819 871,565 1,552,227 74,721,738
Segment liabilities 54,665,204 7,436,462 1,213,182 940,482 329,941 64,585,271

Capital expenditure 25,010 855 2,045 11,054 7,349 46,313
Depreciation charge 25,701 1,576 1,766 10,895 6,530 46,468
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