(Z) SRMEREER(E)
2 KBESRR(HE)

¥ )

®ZOOHEF+=A
=+-8

aE
B R IE &

SE ML
(%4~ {HHFIE)

i i

FH 215 0

R ELE I 2 B

fiEem IR

DL PR EE A TR
L EMEE

CIEEy a0

R B E I EE

Bk M At IR I

W S 2 ] ik

F (7] 42 1 B R M 2t
I H &
FHEE £ 3 ik
WHE

B

3 17 8¢
5 580 F 2 11K

i el TR

DU P ERE A 1 4 R
P SN

R

BITZAEHRE
At 5 9 e T8

M E

RBEEEEFE

2 Financial risk management (continued)

(f) Liquidity risk (continued)

The Bank

BNEF{E R
Repayable
on demand
HK$'000
At 31 December 2005

Assets

Cash and short-term funds 1,108,924
Placements with banks and

other financial institutions

maturing between one

and twelve months -
Trade bills
Certificates of deposit held -
Trading securities -
Derivative financial

instruments -
Financial assets at fair value

through profit or loss -
Available-for-sale securities -
Held-to-maturity securities -
Advances and other accounfis577,792
Interests in subsidiaries -
Interests in jointly controlled

entities -
Fixed assets -
Interests in leasehold land -

—ER =@R —=®=MN
—f@R WEE HNEE = iF
HFUFT Z=@ER —&F B Nt ®EH
Up to 1-3 3-12 1-5 Over HE &t
1 month  months  months years 5years Undated Total

HK$'000 HK$000 HK$000 HK$O000 HK$000 HK$000 HK$000

Total assets

Liabilities
Deposits and balances of
banks and other financial
institutions
Trading liabilities -
Derivative financial
instruments -
Financial liabilities at
fair value through
profit or loss -
Deposits from customers 14,373,848
Certificates of deposit
issued -
Other accounts and accruals 319,799

Total liabilities

17,420,137 1,108,615 54,256 - - - 19,691,932
- 1,851,514 366,982 - - - 2,218,496
11,952 66,312 57,397 4,263 - - 22,241 162,165
- 155,837 105,972 588,143 47,562 - 897,514
- 140,873 62,992 125,774 50,666 - 380,305
3,944 3,150 502 48,221 1,184 - 57,001
- 77,807 250,468 2,860,875 163,171 - 3,352,321
- 190,541 1,852,687 1,304,349 42,963 78,858 3,469,398
690,004 410,810 756,569 1,235,568 59,602 - 3,152,553
953,160 1,144,916 5,239,161 13,283,446 14,876,486 418,935 37,493,896
- - - - - 300,163 300,163
- - - - - 57,300 57,300
- - - - - 1,749,926 1,749,926
- - - - — 249,688 249,688
2,698,668 19,133,557 5,141,460 8,693,852 19,446,376 15,241,634 2,877,111 73,232,658
298,193 2,063,748 77,551 - - - - 2,439,492
887,215 79,591 - 1,085 - - 967,891
2,585 3,224 15,229 127,750 6,768 - 155,556
346,248 876,699 780,338 469,039 - - 2,472,324
29,948,561 9,268,403 1,515,387 66,567 - — 55,172,766
- 149,993 149,927 1,617,133 - - 1,917,053
625,423 97,783 59,416 5336 290,215 19,506 1,417,478
14,991,840 33,873,780 10,553,244 2,520,297 2,286,910 296,983 19,506 64,542,560

Net liquidity gap

(12,293,172) (14,740,223) (5,411,784) 6,173,555 17,159,466 14,944,651 2,857,605 8,690,098
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(Z) £ EEIE(E) 2 Financial risk management (continued)
- RBELREEE) (f) Liquidity risk (continued)

x&E The Group
—fER =@R —%U
—@EHF MHmEE MEE tE hE
ENEFEE FLUFT ={@EA —F hE HE @i
Repayable Up to 1-3 3-12 1-5 Over HE CH
on demand 1 month  months  months years 5years Undated Total
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$000
R-ZOO0Om&E+=A8 At 31 December 2004
=+-8
BE Assets
EEREREHES Cash and short-term funds 1,018,598 13,619,760 954,113 249,927 - - — 15,842,398

Placements with banks and
other financial institutions

EME KR 2% maturing between one
(—Z+ A ANFE) and twelve months - - 5,515,523 193,040 - - - 5,708,563

FELE Trade bills 16,085 63,588 32,498 3,205 - - 697 116,073

BECTFHHE Certificates of deposit held - 338,613 152,965 1,266,932 507,611 - - 2,266,121

HIrEEHicHE Trading securities - - 1,606 87,021 289,119 12,292 86,579 476,617

FEHFEEHRZES Non-trading securities - - 140 945,479 2,950,150 - 217,336 4,113,105

e 2 B 3 Held-to-maturity securities - 1,318,724 840,999 1,398,739 4,222,212 477,463 - 8,258,137
Advances and other

Bk H g E accounts 1,363,899 937,868 930,781 3,541,318 12,951,294 12,047,767 551,901 32,324,828
Interests in jointly controlled

S [ 2 5 B R R 0 entities - - - - - - 99,759 99,759

Tt 2% N\ G RES Interests in associates - - - - - - 2,703 2,703

TEE Fixed assets - - - - - - 1,592,235 1,592,235

TH & £ HhHE 25 Interests in leasehold land - - - - - - 253,859 253,859

WEE Total assets 2,398,582 16,278,553 8,428,625 7,685,661 20,920,386 12,537,522 2,805,069 71,054,398

ag Liabilities

Deposits and balances of
banks and other financial

EEZ4 institutions 249,360 1,348,684 653,033 - - - - 2,251,077
RREIET 2 &l Trading liabilities - 251,400 17,499 1,005 1,260 - - 271,164
Ea=RcE¢ Deposits from customers 20,780,967 26,021,353 4,528,175 1,540,558 324,677 - — 53,195,730
Certificates of deposit

BT FHE issued - - 576,000 2,046,668 556,872 - - 3,179,540
o B OE R FE Other accounts and accruals 346,227 1,010,341 155,716 339,627 437,162 - 299,170 2,588,243
R Total liabilities 21,376,554 28,631,778 5,930,423 3,927,858 1,319,971 - 299,170 61,485,754
REELEESH Net liquidity gap (18,977,972) (12,353,225) 2,498,202 3,757,803 19,600,415 12,537,522 2,505,899 9,568,644

88



(D) SHEREE(E)
C RBESREKGE)

¥ )

®ZOOmE+=A
=+-8

aE

W B G R

SE 77 fi 7 3%

(=48 EHD
EESE:
RHIFGE
REEEMR R
FREEE &
R EEE

F (7] $22 1 B O E
I H &
T 1 2

EESTE
% BRI £ i
HF I

BIT LN

Al B X e T B

M E

RBEEEEFE

2 Financial risk management (continued)
(f) Liquidity risk (continued)

The Bank
—f@R =@A —FU
—EA MHUEE MNEE tE hE
ENEFEE FLUT ={@EA — & E: HE #miM
Repayable Up to 1-3 3-12 1-5 Over B &t
on demand 1 month  months  months years 5years Undated Total
HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000

At 31 December 2004

Assets
Cash and short-term funds 1,016,129 13,268,266 954,113 249,927 - - - 15,488,435
Placements with banks and

other financial institutions

maturing between one

and twelve months - - 5,501,106 463,040 - - — 5,964,146
Trade bills 16,085 63,588 32,498 3,205 - - 697 116,073
Certificates of deposit held - 338,613 152,965 1,266,932 507,611 - - 2,266,121
Trading securities - - 1,606 87,021 289,119 12,292 - 390,038
Non-trading securities - - - 940,601 2,950,150 - 97,775 3,988,526
Held-to-maturity securities - 1,308,721 835,001 1,370,783 3,921,183 346,853 - 7,782,541
Advances and other

accounts 1,444,815 1,043,443 857,091 3,274,033 12,666,737 12,032,990 453,892 31,773,001
Interests in subsidiaries - - - - - - 300,191 300,191
Interests in jointly controlled

entities - - - - - - 56,300 56,300
Fixed assets - - - - - - 1,569,753 1,569,753
Interests in leasehold land - - - - - — 253,859 253,859
Total assets 2,477,029 16,022,631 8,334,380 7,655,542 20,334,800 12,392,135 2,732,467 69,948,984
Liabilities
Deposits and balances of

banks and other financial

institutions 326,128 1,418,684 653,033 - - - - 2,397,845
Trading liabilities - 251,400 17,499 1,005 1,260 - - 271,164
Deposits from customers 20,981,690 26,518,748 4,739,217 1,553,099 324,955 - - 54,117,709
Certificates of deposit

issued - - 576,000 2,061,668 556,872 - — 3,194,540
Other accounts and

accruals 349,109 1,110,902 73,463 98,323 6,154 - 35,053 1,673,004
Total liabilities 21,656,927 29,299,734 6,059,212 3,714,095 889,241 - 35,053 61,654,262

Net liquidity gap (19,179,898) (13,277,103) 2,275,168 3,941,447 19,445559 12,392,135 2,697,414 8,294,722
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Financial risk management (continued)
Liquidity risk (continued)

The matching and controlled mismatching of the maturities and interest
rates of assets and liabilities is fundamental to the management of the
Group. It is unusual for banks to be completely matched, as transacted
business is often of uncertain term and of different types. An unmatched
position potentially enhances profitability, but also increases the risk of

losses.

The maturities of assets and liabilities and the ability to replace, at an

acceptable cost, interest-bearing liabilities as they mature are important
factors in assessing the liquidity of the Group and its exposure to changes
in interest rates and exchange risks.

Liquidity requirements to support calls under guarantees and standby
letters of credit are considerably less than the amount of the commitment
because the Group does not generally expect the third party to draw funds
under the agreement. The total outstanding contractual amount of
commitments to extend credit does not necessarily represent future cash
requirements, as many of these commitments will expire or terminate

without being funded.

Fair value of financial assets and liabilities

The fair value of financial instruments traded in active market (such as
publicly traded derivatives, and trading and available-for-sale securities)
is based on quoted market prices at the balance sheet date. The quoted
market price used for financial assets held by the Group is the current bid
price; the appropriate quoted market price for financial liabilities is the
current ask price.

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by using
valuation techniques. The Group uses a variety of methods and makes
assumptions that are based on market conditions existing at each balance
sheet date. Other techniques, such as estimated discounted cash flows, are
used to determine fair value for the remaining financial instruments. The
fair value of interest-rate swaps is calculated as the present value of the
estimated future cash flows. The fair value of forward foreign exchange
contracts is determined using forward exchange market rates at the balance
sheet date.



(Z) eMEREE(E) 2 Financial risk management (continued)

(g) Fair value of financial assets and liabilities (continued)

B tHEERBBZAFEE(HE)
CHEERABZACEESEHWNT - The fair values of financial assets and liabilities are estimated as follows:

Balances and placement with banks and other financial institutions
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(ii)

(iii)

(iv)

The fair value of floating rate placements and overnight deposits is
their carrying amounts. The estimated fair value of fixed interest
bearing deposits, which is normally less than one year, is based on
discounted cash flows using prevailing money-market interest rates
for debts with similar credit risk and remaining maturity. Therefore
the fair value is approximately equal to its carrying value.

Trade bills, advances and other accounts

Trade bills, advances and other accounts are net of allowances for
impairment. All except a very insignificant portion of loans and
advances to customers bear interest at a floating rate. The Group has
assessed the fair value of trade bills and advances to customers, after
taking into account the relevant market interest rates and noted that
the total fair value is not materially different from the total carrying
value.

Deposits and balances of banks and other financial institutions and
from customers

The estimated fair value of deposits and balances with no stated
maturity, which include non-interest bearing deposits, is the amount
repayable on demand. The fair value of those balances having an
interest at a floating rate is their carrying value.

The estimated fair value of fixed interest-bearing deposits of banks

and deposits from customers without quoted market price is based on
discounted cash flows using interest rates for new debts with similar

remaining maturity. As they are normally less than one year, their

fair values are approximately equal to their carrying values.

Certificates of deposit issued

The fair value of certificates of deposit issued is based on quoted
market prices. For those where quoted market prices are not available,
a discounted cash flow model is used based on a current yield curve
appropriate for the remaining term to maturity. The Group has
assessed the fair value of certificates of deposit after taking into
account the relevant yield curve and noted that the total fair value is
not materially different from the total carrying value.
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2 Financial risk management (continued)
(g) Fair value of financial assets and liabilities (continued)
(v) Other accounts and accruals
The estimated fair value of other accounts and accruals, which are normally non-

interest bearing balances, is their carrying value.

Except for the above balance sheet items, the following table summarises the carrying
amounts and fair values of other financial assets and liabilities not presented on the
Group’s balance sheet at their fair value.

The Group
REE DNEEE
Carrying value Fair value
2005 2004 2005 2004

HK$'000 HK$000 HK$H000 HK$000
Financial assets
Certificates of deposit held 399,741 1,432,283 399,618 1,435,916
Held-to-maturity securities 3,306,937 8,258,137 3,295,096 8,394,514

3,706,678 9,690,420 3,694,714 9,830,430

The Bank
REE DNEEE
Carrying value Fair value
2005 2004 2005 2004

HK$'000 HK$000 HK$H000 HK$000
Financial assets
Certificates of deposit held 398,898 1,432,283 398,768 1,435,916
Held-to-maturity securities 3,152,553 7,782,541 3,142,387 7,923,511

3,551,451 9,214,824 3,541,155 9,359,427

Certificates of deposit held and held-to-maturity securities include only interest-
bearing assets held to maturity, as assets available-for-sale and assets held for trading
are measured at fair value. Fair value for held-to-maturity assets is based on market
prices or broker/dealer price quotations. Where this information is not available, fair
value has been estimated using quoted market prices for securities with similar credit,
maturity and yield characteristics.
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(b)

(©

Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates

and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances.

Impairment allowances on loans and advances

The Group reviews its loan portfolio to assess impairment at least on a
quarterly basis. In determining whether an impairment loss should be
recorded in the profit and loss account, the Group makes judgements as to
whether there is any observable data indicating that there is a measurable
decrease in the estimated future cash flows from a portfolio of loans before
the decrease can be identified with an individual loan in that portfolio.
This evidence may include observable data indicating that there has been
an adverse change in the payment status of borrowers in a group, or
national or local economic conditions that correlate with defaults on assets
in the group. Management uses estimates based on historical loss experience
for assets with credit risk characteristics and objective evidence of
impairment similar to those in the portfolio when scheduling its future
cash flows. The methodology and assumptions used for estimating the
amount and timing of future cash flows are reviewed regularly to reduce
any differences between loss estimates and actual loss experience. Changes
in the assumptions used would affect the reported impairment allowances
on loans and advances.

Fair value of derivatives

The fair values of financial instruments that are not quoted in active
markets are determined by using valuation techniques. Where valuation
techniques (for example, models) are used to determine fair values, they
are validated and periodically reviewed by qualified personnel independent
of the department that created them to ensure that outputs reflect actual
data and comparative market prices. To the extent practical, models use
only observable data, however areas such as credit risk (both own and
counterparty), volatilities and correlations require management to make
estimates. Changes in assumptions about these factors would affect the
reported fair value of financial instruments.

Estimate of fair value of investment properties

The fair values of investment properties are estimated based on the valuation
made by an independent professional valuer on an open market basis. The
fair values are assessed based on the capitalisation of the net income for
the properties using Investment Method of Valuation. The contractual
rental income and the expected future market rental income after allowing
for outgoings and maintenance requirements are capitalised at observed
market yields. The principal assumptions underlying the estimation of
market value are those related to: the receipt of contractual rentals; expected
future market rentals; void periods; maintenance requirements; and observed
market yields.
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3 Critical accounting estimates and assumptions (continued)

(c) Estimate of fair value of investment properties (continued)

In addition, the valuations are also assessed by reference to comparable
market transactions as reported in the relevant market at similar locations.
Appropriate adjustments have been made on the values of the subject
properties for relevant factors, such as location difference, building age,
time of transaction, shop frontage and pedestrian flow, etc.

Changes in the assumptions used in the valuation would affect the fair
value of investment properties.

Interest income

2005 2004

HK$'000 HK$'000

Interest income on listed investments 170,267 135,254
Interest income on unlisted investments 335,736 279,136

Other interest income 2,207,590 1,398,796

2,713,593 1,813,186

Insurance operating income and charge for insurance
claims

2005 2004
HK$'000  HK$'000

Insurance operating income
Gross insurance premium written 618,907 633,217

Reinsurance premium outward (130,924) (141,781)

Adjustment for unearned premium (4,254) 8,218
Premium income 483,729 499,654
Commission income 5,017 6,379
Other income 1,177 1,406
Commission expenses (109,937) (96,012)

379,986 411,427

Charge for insurance claims (note a) (286,325) (322,096)

93,661 89,331

(a) Charge for insurance claims represents net claims incurred on the Group’s

insurance business and the related claims settling expenses.
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6 Other operating income

Fees and commission income
Less: fees and commission expense

Net fees and commission income

Net (loss)/gain from trading securities

Net loss arising from financial instruments

at fair value through profit or loss

Net gain arising from derivative products

Net gain from foreign exchange trading
Dividend income

— Listed equity securities

— Unlisted equity securities
Net rental income on properties

Net rental income on safe deposit boxes

Others

Operating expenses

Staff costs
— Salaries and other costs
— Retirement benefit costs (note 11)
Premises and equipment expenses,
excluding depreciation
— Rental of premises
— Others
Depreciation (note 31)
Operating lease charges on
leasehold land (note 32)
Advertising and business promotion
Electronic data processing
Postage and communications
Printing and stationery
Auditors’ remuneration
Others

2005 2004
HK$'000 HK$'000
251,816 283,212
(49,874) (90,845)
201,942 192,367
(8,439) 32,407
(47,312) -
63,917 15,652
94,165 95,679
12,781 15,859
1,670 1,356
59,134 71,299
20,538 19,944
13,052 14,002
411,448 458,565
2005 2004
HK$'000 HK$'000
gl
Restated
331,044 312,217
2,474 7,016
9,073 8,543
23,397 20,513
46,468 47,861
4,171 4,172
36,857 23,373
31,578 24,376
20,441 19,327
10,681 10,146
2,948 2,536
56,961 53,819
576,093 533,899
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(\) B 7R (B % i 33 5 8 Charge for impairment allowances on loans and advances
2005
HK$'000
1 B3 £ Individually assessed
— Hrig — new allowances 40,411
— B — releases (26,809)
— KEEE(C+AS)] — recoveries (note 26) (5,707)
— B[] — unwinding of interest (3,553)
4,342
e Collectively assessed
— Hrig — new allowances 24,493
— B[] — unwinding of interest (9,005)
15,488
THERRFE R CTS)] Net charge to the profit and loss account (note 26) 19,830
(M) REREHRE 9 Write back of bad and doubtful debts
2004
HK$'000
R Ik E fif Specific provisions
— $rig — new provisions 42,204
— Bm — releases (71,020)
- KEEFEE(C+B)] — recoveries (note 27) (9,128)
(37,944)
— 5% HE i General provisions
- BEEFE(C+B)] — releases (note 27) (75,946)
BEERSBFEGEE(CTE)] Net credit to the profit antbss account (note 27) (113,890)
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10 Directors’ and senior management emoluments
(a) Directors’ emoluments

The remuneration of every director for the year ended 31 December 2005 is set out

BEZOORFE+ZH=+—H

IhZ - ZEREIMESAT below:
FER BARTE
P4 FIfER
Salaries Retirement
wg and benefit RE CH
Fees allowances contributions Bonuses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEEW Name of director
EBER Executive directors
e Dr Michael Po-ko WU 120 4,705 - 2,275 7,100
h A Dr Patrick Po-kong WU 100 4,224 - 2,042 6,366
L4 3k Dr Philip Po-him WU 80 3,612 333 1,746 5771
(T BHEED (Chief Executive)
LR R Mr Che-shum CHUNG 80 3,190 294 1,541 5,105
FHITEE Non-executive directors
= Mr Albert Po-cheung WU 80 - - - 80
Hme 5 Mr Ivan Po-young WU 80 _ _ _ 80
HadiH* Mr Kee-choe NG * - - _ _ _
{h Ik B> Dr Siu-chan NG * 100 - - - 100
275> Dr Norman Nai-pang LEUNG * 120 - - — 120
Bk L ST Mr Lincoln Hung-leung SOO * 100 - - - 100
= Mr Anthony Shang-fung WU 80 879 87 7 1,053
=E=P Mr Shung-kwong TSANG* 100 - - - 100
i & Mr Kenneth Ngai-keung MA - - - - _
(B RITHESR) (Alternate to Mr Ivan Po-young WU)
iR Ms Alice Shang-sze WU - - - - -
(T EZRITES) (Alternate to Mr Albert Po-cheung WU)
1,040 16,610 714 7,611 25,975

* WILIFBITER

* Independent non-executive directors
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10 Directors’ and senior management emoluments (continued)
(a) Directors’ emoluments (continued)

BE_OOWEF_HA=+—H

The remuneration of every director for the year ended 31 December 2004 is set out

ILZFEE ZFERIMSAT - below:
FeR BARTE
pE 4] LEERN
Salaries Retirement
ik and benefit R &t
Fees allowances contributions Bonuses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EELE Name of director
EBEER Executive directors
mE Dr Michael Po-ko WU 120 4,495 - 1,812 6,427
(T BRED (Chief Executive)
fh A il Dr Patrick Po-kong WU 100 4,036 - 1,628 5,764
L ik Dr Philip Po-him WU 80 3,450 318 1,392 5,240
$ 7 A% Mr Che-shum CHUNG 80 3,048 281 1,229 4,638
FHITESE Non-executive directors
HEE Dr Jieh-yee WU - - - — _
ht 8 Mr Albert Po-cheung WU 80 - - - 80
HE Mr Ivan Po-young WU 80 - - - 80
] F Bl * Mr Stephen Tze-tung HO - - - - -
HadiH* Mr Kee-choe NG * 80 - - - 80
e B> Dr Siu-chan NG * 100 - - - 100
T Dr Norman Nai-pang LEUN® 120 - - - 120
fik gt 5e Mr Lincoln Hung-leung SOO * 100 - - - 100
e Mr Anthony Shang-fung WU 80 70 7 - 157
=P Mr Shung-kwong TSANG * 100 - - - 100
o i Mr Kenneth Ngai-keung MA - - - - _
(LB RITHSE) (Alternate to Mr lvan Po-young WU)
1,120 15,099 606 6,061 22,886

* WILIFBITES

* Independent non-executive directors
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10 Directors’and senior management emoluments (continued)

(b)

11

The emoluments of the five highest paid individuals

Details of the emoluments of the five individuals, including four directors
(2004: four directors), whose emoluments were the highest in the Group
are as follows:

2005 2004

HK$'000 HK$'000

Salaries, allowances and fees 18,157 17,405
Retirement benefit contributions 1,137 1,011
Bonuses 8,456 6,738
27,750 25,154

The emoluments of the five highest paid individuals fell within the following
bands:

AE

Emoluments band Number of individuals
2005 2004

HK$
3,000,001 - 3,500,000 1 1
4,500,001 - 5,000,000 - 1
5,000,001 - 5,500,000 1 1
5,500,001 - 6,000,000 1 1
6,000,001 - 6,500,000 1 1
7,000,001 - 7,500,000 1 -
5 5

Staff retirement schemes

The Group operates four staff retirement schemes for the staff of the Bank
and an MPF scheme for the staff of a subsidiary of the Bank. The four staff
retirement schemes comprise a principal scheme (the “Scheme”) which
includes a defined benefit (“DB”) section and a defined contribution
(“DC”) section, a defined benefit pension scheme, a defined contribution
scheme for overseas employees and an MPF scheme. All new staff
members who join the Bank are offered a once-off choice between the DC
section of the Scheme or the MPF scheme.

Under the DC section of the Scheme, the Group is required to contribute
10% of the monthly salary of the members who opted for the DC
arrangement. The Group’s contributions to the DC section of this Scheme
may be reduced by contributions forfeited by those employees who leave
the Scheme prior to vesting fully in the contributions. Forfeited contributions
totalling HK$4,401,000 (2004: HK$990,000) were utilised during the
year. The unutilised forfeited contributions at the year end amounted to
HK$129,000 (2004: HK$982,000) which are available to reduce future
contributions. No contributions were payable at the year end (2004: Nil).
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11 Staff retirement schemes (continued)

The Group’s contributions to the MPF schemes are based on 5% of the
monthly relevant income of each employee up to a maximum monthly
relevant income of HK$20,000 in accordance with the Hong Kong
Mandatory Provident Fund Schemes Ordinance.

The contributions to schemes with defined contribution arrangements
and the MPF schemes during the year amounted to HK$10,780,000
(2004: HK$13,046,000) in aggregate.

For the DB section of the Scheme and the defined benefit pension scheme
(collectively referred to as the “Plan”), the contributions are determined
based on periodic valuations by qualified actuaries of the assets and
liabilities of the Plan. The Plan provides benefits based on members’ final
salary. The costs are solely funded by the Group.

The latest actuarial valuation of the Plan was performed in accordance
with HKAS 19 issued by the Hong Kong Institute of Certified Public
Accountants as at 31 December 2005 by Watson Wyatt Hong Kong
Limited, a professional actuarial firm. The present value of the defined
benefit obligation and current service cost of the Plan are calculated based
on the projected unit credit method. At the valuation date, the Plan had a
funding level of 181% (2004: 172%).

The amounts recognised in the balance sheet as at 31 December 2005 are
analysed as follows:

2005 2004
HK$'000 HK$'000
Fair value of Plan assets 451,796 434,903

Present value of the funded defined
benefit obligation
Unrecognised actuarial gains

(249,687) (252,338)
(17,035)  (5,797)

Net asset recognised in the balance sheet 185,074 176,768

The amount of the Plan assets included ordinary shares issued by the Bank
with a market value of HK$16,744,000 (2004: HK$17,610,000) and deposits
with the Bank of HK$121,080,000 (2004: HK$116,363,000).
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11 Staff retirement schemes (continued)

The amounts recognised in the profit and loss account are as follows:

2005 2004
HK$'000 HK$'000

Current service cost (12,450) (11,101)

Interest cost (8,553) (9,379)

Expected return on Plan assets 29,534 26,581

Net actuarial losses recognised (225) (71)
Net income for the year included in

retirement benefit costs 8,306 6,030

The actual return on Plan assets for the year ended 31 December 2005 was
HK$23,752,000 (2004: HK$52,121,000).

The movements in the net asset recognised in the balance sheet are as
follows:

2005 2004

HK$'000 HK$'000

Net asset at 1 January 176,768 170,738
Net income for the year 8,306 6,030
Net asset at 31 December 185,074 176,768

The principal actuarial assumptions adopted in the valuation are as follows:

2005 2004

% %

Discount rate 4.3 35
Long-term average return on Plan assets

— DB Section of the Scheme 7.0 7.0

— Defined benefit pension scheme 5.0 5.0
Long-term average rate of salary increase

for the DB section of the Scheme 5.0 5.0

Pension increase rate for the defined
benefit pension scheme 3.0 3.0

There was no curtailment or settlement impact for the years ended 31
December 2005 and 2004.
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