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Notes to the Accounts
(Expressed in thousands of Hong Kong dollars)



Notes to the Accounts

Dah Sing Bank, Limited

100

1. PPRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(g) Advances to customers and other accounts

Advances to customers and other accounts are generally reported in the

balance sheet at the principal amount outstanding net of provisions for

bad and doubtful debts.

(h) Provisions for bad and doubtful debts

Provision is made against specific loans and advances as and when they

are considered necessary by the directors. In addition, amounts have

been set aside as general provisions for doubtful debts. These provisions

are deducted from “Advances to customers and other accounts” and

“Trade bills” in the balance sheet.

(i) 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 these contracts determined on a fixed interest rate basis is

accrued and earned using the sum of digits method.

(j) 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.

(k) Fixed assets

i) Premises

Premises are stated at cost or valuation less 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.
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1. PPRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(k) Fixed assets (Continued)

i) Premises (Continued)

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 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”.

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

attributable 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.
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1. PPRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(k) Fixed assets (Continued)

iii) Furniture, fixtures, equipment and motor vehicles

Furniture, fixtures, equipment and motor vehicles are stated at

cost less depreciation calculated on a straight line basis to write

off the assets over their estimated useful lives, which are generally

between 5 and 10 years.

(l) Investments 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. 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.

ii) Trading securities

Trading securities are securities which were 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 fair value of trading securities are recognised in the

profit and loss account as they arise.
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1. PPRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(l) Investments in securities (Continued)

iii) Non-trading securities

Non-trading securities include debt securities held for liquidity

purpose 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 which are not

held for trading purpose. 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 and by

way of various pricing techniques generated internally.

Changes in 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 is included in the profit and loss account.

(m) Group companies

Group companies include the ultimate holding company and any subsidiary

thereof.

(n) Retirement benefit costs

The Group contributes to defined contribution retirement schemes which

are available to all employees. The assets of the schemes are held

separately from those of the Group in independently administered funds.

The contributions are based on 10% of employees’ salaries and are

expensed as incurred in the profit and loss account. 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.

(o) Operating leases

Leases where substantially all of the rewards and risks of ownership of

the asset remain with the leasing company are accounted for as operating

leases. Rentals applicable to such operating leases are charged to the

profit and loss account on a straight line basis over the lease term.
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1. PPRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(p) Off-balance sheet financial instruments

Off-balance sheet financial instruments arise from forward, swap and

option transactions undertaken by the Group in the foreign exchange

and interest rate markets.

Accounting for these instruments is dependent upon whether the

transactions are undertaken for trading purpose or to hedge risk.

Transactions undertaken for trading purpose are marked to market value.

The gain or loss arising from foreign exchange instruments is recognised

in the profit and loss account as “Net gain from foreign exchange

trading”. The gain or loss arising from interest rate instruments is

recognised in the profit and loss account and included as part of net

interest income. 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 positions.

Unrealised gains on transactions which are marked to market are included

in “Advances to customers and other accounts” in the balance sheet.

Unrealised losses on transactions which are marked to market are included

in “Other accounts and provisions”.

2. I INTEREST I NCOME

Interest income includes interest on listed investments amounting to

HK$219,683,000 (1999: HK$55,433,000) and interest on unlisted

investments amounting to HK$397,764,000 (1999: HK$403,658,000).

3. OTHER OPERATING I NCOME

2000 1999

Fees and commission income 352,824 308,930

Less: Fees and commission expense (82,015) (79,730)

Net fees and commission income 270,809 229,200

Net gain from foreign exchange trading 42,494 38,189

Net gain from trading securities 32,399 12,984

Dividend income

Listed investments 1,645 1,026

Unlisted investments 16,519 15,695

Gross rental income from investment properties 17,582 6,369

Other rental income 4,022 3,961

Others 12,102 10,489

397,572 317,913

219,683,000 1999 55,433,000

397,764,000

1999 403,658,000
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4. OPERATING EXPENSES

2000 1999

Staff costs

Salaries and other costs 416,185 354,132

Pension costs 17,690 20,794

Premises and other fixed assets

Rental of premises 70,036 69,868

Others 56,791 57,840

Depreciation 54,926 63,457

Auditors’ remuneration 1,783 1,848

Other operating expenses 161,240 124,777

778,651 692,716

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

received from sub-lease agreements with third parties.

5. CHARGE FOR BAD AND DOUBTFUL DEBTS

2000 1999

Specific provision charged against

Advances to customers and other accounts

(net of recoveries) 272,858 370,725

/ General provision (written back)/charged against

Trade bills (547) (74)

Advances to customers 30,948 24,147

Accrued interest and other accounts 19 (44)

30,420 24,029

303,278 394,754

6. LOSS ON DISPOSAL/REVALUATION OF FIXED ASSETS

2000 1999

Write down of premises (2,185) –

Loss on disposal of other fixed assets (2,304) (7,688)

(4,489) (7,688)
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7. PROFIT ON DISPOSAL OF HELD-TO-MATURITY AND

NON-TRADING SECURITIES

2000 1999

Profit on disposal of held-to-maturity securities 7,002 –

Profit on disposal of non-trading securities 4,099 1,458

11,101 1,458

2000 1999

Fees 335 330

Salaries, housing, benefits in kind and other allowances 52,976 34,149

Pensions 1,481 1,336

54,792 35,815

8. DIRECTORSÕ EMOLUMENTS

The benefits arising from the exercise of options are included in the

above as benefits in kind and are determined based on the difference

between the closing market price of the Company’s shares on the day of

exercise and the exercise price of the option shares. During the year,

benefits amounting to HK$10,620,000 (1999: HK$8,016,000) had been

received by certain Directors.

In addition to the above emoluments, options to purchase 1,650,000

shares of DSFH which were granted to certain Directors on 27th November

1997, 3rd April 2000 and 12th June 2000 remained outstanding at 31st

December 2000. These options are exercisable at various amounts between

the first and fifth anniversaries of the dates of grant or up to the expiry

of the Scheme falling on 16th May 2005. Options granted on 27th

November 1997, 3rd April 2000 and 12th June 2000 have an exercise

price of HK$13.57, HK$26.28 and HK$30.41 per share respectively.

10,620,000 1999:

8,016,000

1,650,000

13.57 26.28 30.41
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2000 1999

Hong Kong profits tax on estimated assessable profit

for the year 126,847 85,297

Attributable share of estimated Hong Kong profits tax

losses arising from investments in limited partnerships (116,047) (76,763)

10,800 8,534

Investments in limited partnerships written off 88,335 56,285

99,135 64,819

9. TAXATION

Hong Kong profits tax has been provided at 16.0% (1999: 16.0%) on

the estimated assessable profit for the year.16.0% 1999 16.0%

The Group’s investments in limited partnerships are written off in the

same year as the taxation benefits resulting from those investments are

received and utilised.

There is no significant deferred taxation liability not provided for.

10. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The profit attributable to shareholders is dealt with in the accounts of

the Bank to the extent of HK$744,222,000 (1999: HK$409,283,000).

11. DIVIDENDS

744,222,000 1999 409,283,000

2000 1999

1st Interim, paid, of HK$12.92

12.92 (1999: HK$9.50) per share 103,360 76,000

1999 9.5

2nd Interim, paid, of HK$11.875

11.875 (1999: Nil) per share 95,000 –

1999

Final, proposed, of HK$19.09

19.09 (1999: HK$11.125) per share 152,720 89,000

1999 11.125

351,080 165,000
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12. CASH AND SHORT-TERM FUNDS

Group Bank
2000 1999 2000 1999

Cash and balances with banks

and other financial

institutions 383,955 791,484 393,769 791,381

Money at call and short notice 2,800,160 4,150,230 2,846,160 4,165,230

Treasury bills (including

Exchange Fund Bills)

(Note 26) 3,317,678 2,314,116 3,317,678 2,314,116

6,501,793 7,255,830 6,557,607 7,270,727

Group and Bank 2000 1999

An analysis of treasury bills held is as follows:

Trading securities, at fair value

– Unlisted 1,858,289 234,556

Held-to-maturity, at amortised cost

– Unlisted 1,459,389 2,079,560

3,317,678 2,314,116

13. TRADE BILLS

Group and Bank 2000 1999

Trade bills 459,420 514,136

Provision (Note 16(d)) (4,594) (5,141)

454,826 508,995

14. CERTIFICATES OF DEPOSIT HELD

Group and Bank 2000 1999

Held-to-maturity, at amortised cost

– Unlisted 347,882 368,231
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15. TRADING SECURITIES

Group and Bank 2000 1999

At fair value:

Debt securities (Note 26)

– Listed in Hong Kong 1,149,205 186,728

– Unlisted 356,169 20,444

1,505,374 207,172

Equity securities

– Listed in Hong Kong 4,065 –

1,509,439 207,172

Trading securities are analysed by issuer as follows:

– Central governments and central banks 1,095,859 46,017

– Public sector entities 375,285 161,155

– Banks and other financial institutions 34,230 –

– Corporate entities 4,065 –

1,509,439 207,172
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16. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

(a) Advances to customers and other accounts:

Group Bank
2000 1999 2000 1999

Advances to customers

(Note 26) 29,446,017 26,351,188 29,326,554 26,265,711

Provisions for bad and

doubtful debts

Specific (Note 16(d)) (218,601) (235,706) (217,729) (235,706)

General (Note 16(d)) (269,992) (239,044) (268,806) (238,189)

28,957,424 25,876,438 28,840,019 25,791,816

Accrued interest 367,348 254,801 368,508 254,954

Other accounts 910,673 524,467 863,077 479,047

Provisions against accrued

interest and other accounts

Specific (Note 16(d)) (4,400) (15,000) Ð –

General (Note 16(d)) (89) (70) Ð –

1,273,532 764,198 1,231,585 734,001

30,230,956 26,640,636 30,071,604 26,525,817

On 6th June 1997, the Bank sold HK$2,322,011,000 of Hong Kong

residential mortgage receivables to an unrelated Cayman Islands special

purpose company, Hong Kong SAR Residential Mortgages Ltd. (“HKSRML”).

HKSRML funded the acquisition by issuing US$300,000,000 floating rate

notes backed by the mortgages (the “Notes”). Repayment of the Notes

is made from the principal repayment of the mortgages and the

noteholders do not have any recourse against the Bank or its subsidiaries

for repayment of the Notes.

The Bank is entitled to receive a servicing fee from HKSRML. However,

the payment of this fee does not take priority over HKSRML’s obligations

to its noteholders. After HKSRML has met all its interest and operational

expenses and its obligations to redeem the Notes, the Bank is also

entitled to receive any surplus generated from the mortgages. At 31st

December 2000, the amount receivable from HKSRML in relation to such

surplus is HK$28,320,000 and is included in “Other accounts”. HKSRML

will repay this amount to the Bank once the Notes have been fully

repaid.

2,322,011,000

Hong Kong SAR Residential

Mortgages Ltd. HKSRML HKSRML

300,000,000

HKSRML

HKSRML

HKSRML

HKSRML

28,320,000

HKSRML
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16. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

(CONTINUED)

(b) Advances to customers include net investments in finance leases

and hire purchase contracts having the characteristics of finance

leases:

Group Bank
2000 1999 2000 1999

Finance leases 1,456,021 1,090,176 1,339,825 1,022,667

Hire purchase contracts 4,509,676 4,459,094 4,509,676 4,456,923

5,965,697 5,549,270 5,849,501 5,479,590

The cost of assets acquired during the year for letting under finance

leases and hire purchase contracts by the Group amounted to

HK$4,928,988,000 (1999: HK$2,774,556,000) and by the Bank amounted

to HK$4,808,418,000 (1999: HK$2,714,925,000).

The aggregate rentals receivable in respect of finance leases and hire

purchase contracts  amounted to HK$9,473,980,000 (1999:

HK$8,647,670,000) by the Group and by the Bank amounted to

HK$9,337,908,000 (1999: HK$8,562,876,000).

(c) The total advances on which interest is being placed in suspense

or on which interest accrual has ceased are as follows:

Group and Bank 2000 1999

Gross advances 666,535 930,683

Specific provisions (164,161) (214,660)

502,374 716,023

Amount of interest in suspense 63,019 56,645

Advances to customers on which interest is being placed in suspense

or on which interest accrual has ceased represents 2.26% (1999:

3.53%) and 2.27% (1999: 3.54%) of total advances to customers of

the Group and of the Bank respectively.

The above specific provisions were made after taking into account

the value of collateral in respect of such advances at 31st December.

4 , 9 2 8 , 9 8 8 , 0 0 0 1 9 9 9

2,774,556,000

4,808,418,000 1999

2,714,925,000

9,473,980,000

1999 8,647,670,000

9,337,908,000

1999 8,562,876,000

2.26% 1999

3.53% 2.27% 1999 3.54%
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16. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

(CONTINUED)

(d) Provisions for bad and doubtful debts:

Provisions for bad and doubtful debts

Suspended

Group Specific General Total interest

At 1st January 2000 250,706 244,255 494,961 56,645

Amounts written off (315,916) – (315,916) (30,517)

Recoveries of advances written off

in previous years 14,401 – 14,401 –

Charge to profit and loss account

(Note 5) 272,858 30,420 303,278 –

Amount related to the transfer of

business from a fellow company 952 – 952 753

Interest suspended during the year – – – 36,138

At 31st December 2000 223,001 274,675 497,676 63,019

Included in:

Trade bills (Note 13) – 4,594 4,594

Advances to customers

(Note 16(a)) 218,601 269,992 488,593

Accrued interest and other

accounts (Note 16(a)) 4,400 89 4,489

223,001 274,675 497,676

Provisions for bad and doubtful debts
Suspended

Bank Specific General Total interest

At 1st January 2000 235,706 243,330 479,036 56,645

Amounts written off (315,916) – (315,916) (30,517)

Recoveries of advances written off

in previous years 14,401 – 14,401 –

Charge to profit and loss account

(Note 5) 282,586 30,070 312,656 –

Amount related to the transfer of

business from a fellow company 952 – 952 753

Interest suspended during the year – – – 36,138

At 31st December 2000 217,729 273,400 491,129 63,019

Included in:

Trade bills (Note 13) – 4,594 4,594

Advances to customers

(Note 16(a)) 217,729 268,806 486,535

217,729 273,400 491,129
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16. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

(CONTINUED)

(d) Provisions for bad and doubtful debts: (Continued)

Provisions for bad and doubtful debts

Suspended

Group Specific General Total interest

At 1st January 1999 135,834 220,226 356,060 25,223

Amounts written off (266,329) – (266,329) (13,651)

Recoveries of advances written off

in previous years 10,476 – 10,476 –

Charge to profit and loss account

(Note 5) 370,725 24,029 394,754 –

Interest suspended during the year – – – 45,073

At 31st December 1999 250,706 244,255 494,961 56,645

Included in:

Trade bills (Note 13) – 5,141 5,141

Advances to customers

(Note 16(a)) 235,706 239,044 474,750

Accrued interest and other

accounts (Note 16(a)) 15,000 70 15,070

250,706 244,255 494,961

Provisions for bad and doubtful debts

Suspended

Bank Specific General Total interest

At 1st January 1999 134,984 220,112 355,096 25,223

Amounts written off (305,074) – (305,074) (13,651)

Recoveries of advances written off

in previous years 9,746 – 9,746 –

Charge to profit and loss account

(Note 5) 396,050 23,218 419,268 –

Interest suspended during the year – – – 45,073

At 31st December 1999 235,706 243,330 479,036 56,645

Included in:

Trade bills (Note 13) – 5,141 5,141

Advances to customers

(Note 16(a)) 235,706 238,189 473,895

235,706 243,330 479,036
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17. HELD-TO-MATURITY SECURITIES

Group and Bank 2000 1999

Balance as at 1st January 4,963,944 3,895,524

/ Amortisation of premium/discount (51,582) 18,783

Additions 3,203,945 2,129,694

Repayments (624,510) (1,054,013)

Securities sold during the year (383,020) (38,730)

Exchange difference (2,693) 12,686

Balance as at 31st December 7,106,084 4,963,944

Listed securities, at amortised cost

– Listed in Hong Kong 1,479,375 1,885,071

– Listed outside Hong Kong 1,275,575 37,352

2,754,950 1,922,423

Unlisted securities, at amortised cost 4,351,134 3,041,521

7,106,084 4,963,944

Market value of listed securities 2,800,390 1,921,394

Held-to-maturity securities are analysed

by issuer as follows:

– Central governments and central banks 1,296,235 1,675,311

– Public sector entities 1,631,224 1,747,016

– Banks and other financial institutions 2,873,089 640,026

– Corporate entities 1,305,536 901,591

7,106,084 4,963,944

18. NON-TRADING SECURITIES

Group Bank
2000 1999 2000 1999

At fair value:

Debt securities (Note 26)

– Listed outside Hong Kong Ð 62,033 Ð 62,033

– Unlisted 633,714 600,016 633,714 600,016

633,714 662,049 633,714 662,049

Equity securities

– Listed in Hong Kong 50,015 4,738 50,015 4,738

– Unlisted 119,255 110,346 117,555 108,646

169,270 115,084 167,570 113,384

802,984 777,133 801,284 775,433
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18. NON-TRADING SECURITIES(CONTINUED)

Group Bank
2000 1999 2000 1999

Non-trading securities are

analysed by issuer as follows:

– Central governments and

         central banks 14,044 11,410 14,044 11,410

– Public sector entities 88,016 46,350 88,016 46,350

– Banks and other financial

         institutions 66,346 12,140 66,346 12,140

– Corporate entities 633,125 705,780 631,425 704,080

– Others 1,453 1,453 1,453 1,453

802,984 777,133 801,284 775,433

19. I NVESTMENTS IN ASSOCIATED COMPANIES

Group Bank
2000 1999 2000 1999

Unlisted shares, at cost 90,000 90,000 90,000 90,000

Share of post-acquisition

reserves 18,547 12,204 Ð –

Share of net assets 108,547 102,204 90,000 90,000

Amount due to an associated

company (7,511) (11,665) (7,511) (11,665)

101,036 90,539 82,489 78,335

The following is a list of the associated companies as at 31st December

2000:

Particulars
Place of incorporation/ Group of issued

Name of company Principal activity operation equity interest ordinary share

Jian Sing Bank Limited Banking Hong Kong 30%* HK$300,000,000

Jian Sing Finance Limited Dormant Hong Kong 30% HK$10,000,000

Jian Sing Nominees Limited Nominee services Hong Kong 30% HK$50,000

* Associated company held directly by the Bank*
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20. I NVESTMENTS IN SUBSIDIARIES

Bank 2000 1999

Unlisted shares, at cost 19,077 19,077

Dividends due from subsidiaries 3,500 7,000

Amounts due from subsidiaries 12,503 11,814

Amounts due to subsidiaries (200) (200)

34,880 37,691

The following is a list of wholly-owned subsidiaries as at 31st December

2000:

Place of Particulars
incorporation/ of issued

Name of company Principal activity operation ordinary share

Dah Sing Properties Limited Investment holding Hong Kong HK$10,000

Dah Sing Finance Limited Deposit-taking Company Hong Kong HK$25,000,000

Dah Sing Nominees Limited Nominee services Hong Kong HK$100,000

Dah Sing Property Agency Limited Property agency Hong Kong HK$100,000

Dah Sing Insurance Agency Limited Insurance agency Hong Kong HK$500,000

Dah Sing Computer Systems Limited Consultancy services Hong Kong HK$20

Dah Sing Insurance Brokers Limited Insurance broking Hong Kong HK$200,000

Vanishing Border Investment Services Limited Property investment Hong Kong HK$20

The above companies are all directly held by the Bank.
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21. FIXED ASSETS

Furniture,
Investment Fixtures & Motor

Group Properties Premises Equipment Vehicles Total

Cost or valuation

At 1st January 2000 244,920 761,918 246,405 1,647 1,254,890

Additions – – 56,828 1,836 58,664

Reclassification 6,600 (6,600) – – –

/ Disposals/written off – (12,800) (71,422) – (84,222)

Surplus on revaluation 2,828 – – – 2,828

At 31st December 2000 254,348 742,518 231,811 3,483 1,232,160

Accumulated depreciation

At 1st January 2000 – 18,118 120,638 954 139,710

Charge for the year – 17,803 36,437 686 54,926

/ Disposals/written off – (625) (44,914) – (45,539)

At 31st December 2000 Ð 35,296 112,161 1,640 149,097

Net book value

At 31st December 2000 254,348 707,222 119,650 1,843 1,083,063

At 31st December 1999 244,920 743,800 125,767 693 1,115,180

The analysis of cost or

valuation of the above

assets is as follows:

At 31st December 2000

At cost – – 231,811 3,483 235,294

At professional valuation

In 1998 – 742,518 – – 742,518

In 2000 254,348 – – – 254,348

254,348 742,518 231,811 3,483 1,232,160

At 31st December 1999

At cost – – 246,405 1,647 248,052

At professional valuation

In 1998 – 761,918 – – 761,918

In 1999 244,920 – – – 244,920

244,920 761,918 246,405 1,647 1,254,890
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21. FIXED ASSETS (CONTINUED)

Furniture,
Investment Fixtures & Motor

Bank Properties Premises Equipment Vehicles Total

Cost or valuation
At 1st January 2000 243,834 760,271 246,405 1,647 1,252,157
Additions – – 56,828 1,836 58,664
Reclassification 6,600 (6,600) – – –

/ Disposals/written off – (12,800) (71,422) – (84,222)
Surplus on revaluation 3,035 – – – 3,035

At 31st December 2000 253,469 740,871 231,811 3,483 1,229,634

Accumulated depreciation
At 1st January 2000 – 18,080 120,637 954 139,671
Charge for the year – 17,765 36,437 686 54,888

/ Disposals/written off – (625) (44,914) – (45,539)

At 31st December 2000 Ð 35,220 112,160 1,640 149,020

Net book value
At 31st December 2000 253,469 705,651 119,651 1,843 1,080,614

At 31st December 1999 243,834 742,191 125,768 693 1,112,486

The analysis of cost or
valuation of the above
assets is as follows:

At 31st December 2000
At cost – – 231,811 3,483 235,294
At professional valuation

In 1998 – 740,871 – – 740,871
In 2000 253,469 – – – 253,469

253,469 740,871 231,811 3,483 1,229,634

At 31st December 1999
At cost – – 246,405 1,647 248,052
At professional valuation

In 1998 – 760,271 – – 760,271
In 1999 243,834 – – – 243,834

243,834 760,271 246,405 1,647 1,252,157

Investment properties and premises were revalued at 31st December
2000 and 31st December 1998 respectively on an open market value
basis by an independent professional chartered surveyor, Knight Frank.

Had the premises of the Group and the Bank been stated at cost less
accumulated depreciation, the carrying amount of the premises would
have been HK$493,210,000 (1999: HK$515,355,000) and HK$490,353,000
(1999: HK$512,429,000) respectively.

493,210,000 1999 515,355,000
490,353,000 1999

512,429,000 
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21. FIXED ASSETS (CONTINUED)

The potential amount of deferred tax on the revalued assets has not

been quantified as the revaluation difference does not constitute a

timing difference.

The net book value of investment properties and premises comprises:

2000 1999

Investment Investment
Group Properties Premises Properties Premises

Leaseholds

Held in Hong Kong on

medium-term lease

(between 10-50 years) 253,469 705,674 243,834 742,213

Held outside Hong Kong on

medium-term lease

(between 10-50 years) 879 1,548 1,086 1,587

254,348 707,222 244,920 743,800

2000 1999

Investment Investment
Bank Properties Premises Properties Premises

Leaseholds

Held in Hong Kong on

medium-term lease

(between 10-50 years) 253,469 705,651 243,834 742,191

22. OTHER ACCOUNTS AND PROVISIONS

Included in “Other accounts and provisions” as at 31st December 2000

is a short position in treasury bills, treasury notes and other public

sector debt securities totalling HK$3,488,996,000 for the Group and the

Bank (1999: HK$560,895,000) (Note 23).

23. ASSETS PLEDGED

Included in “Cash and short-term funds” (Note 12), “Trading securities”

(Note 15) and “Held-to-maturity securities” (Note 17) as at 31st December

2000 are assets amounting to HK$2,812,000,000 (1999: HK$92,791,000),

HK$824,887,000 (1999: HK$67,583,000) and HK$865,821,000 (1999:

HK$163,656,000) respectively pledged by the Group to secure a short

position of treasury bills and other public sector debt securities of the

Group which are subject to sale and repurchase agreements (Note 22).

3,488,996,000 1999

560,895,000

2,812,000,000 1999

92,791,000 824,887,000

1999 67,583,000 865,821,000

1999 163,656,000
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25. RESERVES

Investment
Properties Premises Investment

2000 Capital Revaluation Revaluation Revaluation General Retained
Group Reserve Reserve Reserve Reserve Reserve Earnings Total

At 1st January 2000 3,170 27,105 330,029 (36,257) 700,254 1,584,183 2,608,484
Change in fair value of

non-trading securities 1,798 – – 16,571 – – 18,369
Disposal of non-trading

securities – – – (4,099) – – (4,099)
Amount written down – – (3,893) – – – (3,893)
Disposal of premises – – (5,134) – – 3,638 (1,496)
Surplus on revaluation

of properties – 2,828 – – – – 2,828
Profit for the year retained – – – – – 408,707 408,707

At 31st December 2000 4,968 29,933 321,002 (23,785) 700,254 1,996,528 3,028,900

Company and subsidiaries – 29,933 321,002 (23,785) 700,254 1,982,949 3,010,353
Associated companies 4,968 – – – – 13,579 18,547

4,968 29,933 321,002 (23,785) 700,254 1,996,528 3,028,900

Investment
Properties Premises Investment

2000 Revaluation Revaluation Revaluation General Retained
Bank Reserve Reserve Reserve Reserve Earnings Total

At 1st January 2000 27,778 330,029 (36,257) 693,304 1,548,792 2,563,646
Change in fair value of non-trading

securities – – 16,571 – – 16,571
Disposal of non-trading securities – – (4,099) – – (4,099)
Amount written down – (3,893) – – – (3,893)
Disposal of premises – (5,134) – – 3,638 (1,496)
Surplus on revaluation of properties 3,035 – – – – 3,035
Profit for the year retained – – – – 393,142 393,142

At 31st December 2000 30,813 321,002 (23,785) 693,304 1,945,572 2,966,906

At 31st December
2000 and 1999

Authorised, issued and fully paid:

8,000,000

100 8,000,000 ordinary shares of HK$100 each 800,000

24. SHARE CAPITAL
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25. RESERVES (CONTINUED)

Investment

Properties Premises Investment

1999 Capital Revaluation Revaluation Revaluation General Retained

Group Reserve Reserve Reserve Reserve Reserve Earnings Total

At 1st January 1999 as

previously stated 3,170 15,276 340,576 – 700,254 1,323,345 2,382,621

Change in accounting policy

with respect to investments

in securities – – – (2,638) – (9,494) (12,132)

At 1st January 1999 as restated 3,170 15,276 340,576 (2,638) 700,254 1,313,851 2,370,489

Change in fair value of

non-trading securities – – – (53,095) – – (53,095)

Impairment loss transferred to

profit and loss account – – – 20,934 – – 20,934

Disposal of non-trading

securities – – – (1,458) – – (1,458)

Reclassification – 10,547 (10,547) – – – –

Surplus on revaluation

of properties – 1,282 – – – – 1,282

Profit for the year retained – – – – – 270,332 270,332

At 31st December 1999 3,170 27,105 330,029 (36,257) 700,254 1,584,183 2,608,484

Company and subsidiaries – 27,105 330,029 (36,257) 700,254 1,575,149 2,596,280

Associated companies 3,170 – – – – 9,034 12,204

3,170 27,105 330,029 (36,257) 700,254 1,584,183 2,608,484
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25. RESERVES (CONTINUED)

Investment

Properties Premises Investment

1999 Revaluation Revaluation Revaluation General Retained

Bank Reserve Reserve Reserve Reserve Earnings Total

At 1st January 1999 as

previously stated 15,760 340,576 – 693,304 1,314,003 2,363,643

Change in accounting policy

with respect to investments

in securities – – (2,638) – (9,494) (12,132)

At 1st January 1999 as restated 15,760 340,576 (2,638) 693,304 1,304,509 2,351,511

Change in fair value of

non-trading securities – – (53,095) – – (53,095)

Impairment loss transferred to

profit and loss account – – 20,934 – – 20,934

Disposal of non-trading

securities – – (1,458) – – (1,458)

Reclassification 10,547 (10,547) – – – –

Surplus on revaluation

of properties 1,471 – – – – 1,471

Profit for the year retained – – – – 244,283 244,283

At 31st December 1999 27,778 330,029 (36,257) 693,304 1,548,792 2,563,646

The above capital reserve was created by the premises revaluation reserve

booked in an associated company and the general reserve is transferred

from retained earnings in previous years.
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26. MATURITY PROFILE

1 year or 5 years or
2000 Repayable 3 months less but over less but over After
Group on demand or less 3 months 1 year 5 years Undated Total

Assets
Treasury bills – 1,574,302 1,743,376 – – – 3,317,678
Certificates of deposit held – – 273,941 73,941 – – 347,882
Advances to customers 4,749,176 3,519,850 2,295,978 6,159,362 12,032,781 688,870 29,446,017
Debt securities included in:

– Trading securities – 201,939 219,458 453,670 630,307 – 1,505,374

– Held-to-maturity securities – 1,196,738 1,236,642 2,070,047 2,602,657 – 7,106,084
– Non-trading securities – 17,699 18,454 202,557 391,251 3,753 633,714

4,749,176 6,510,528 5,787,849 8,959,577 15,656,996 692,623 42,356,749

Liabilities
Deposits and balances of banks

and other financial institutions 48,594 710,832 429 – – – 759,855
Current, fixed, savings and other

deposits of customers 5,830,605 23,119,319 2,308,770 136,193 – – 31,394,887
Certificates of deposit issued – 100,000 1,770,488 4,224,311 – – 6,094,799

5,879,199 23,930,151 4,079,687 4,360,504 – – 38,249,541

1 year or 5 years or
2000 Repayable 3 months less but over less but over After
Bank on demand or less 3 months 1 year 5 years Undated Total

Assets
Treasury bills – 1,574,302 1,743,376 – – – 3,317,678
Placements with banks and other

financial institutions maturing
between one and twelve months – 111,000 – – – – 111,000

Certificates of deposit held – – 273,941 73,941 – – 347,882
Advances to customers 4,747,509 3,505,718 2,260,192 6,092,395 12,032,781 687,959 29,326,554
Debt securities included in:

– Trading securities – 201,939 219,458 453,670 630,307 – 1,505,374

– Held-to-maturity securities – 1,196,738 1,236,642 2,070,047 2,602,657 – 7,106,084
– Non-trading securities – 17,699 18,454 202,557 391,251 3,753 633,714

4,747,509 6,607,396 5,752,063 8,892,610 15,656,996 691,712 42,348,286

Liabilities
Deposits and balances of banks

and other financial institutions 121,265 710,832 429 – – – 832,526
Current, fixed, savings and other

deposits of customers 5,845,189 23,119,319 2,308,770 136,193 – – 31,409,471
Certificates of deposit issued – 100,000 1,770,488 4,224,311 – – 6,094,799

5,966,454 23,930,151 4,079,687 4,360,504 – – 38,336,796
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26. MATURITY PROFILE (CONTINUED)

1 year or 5 years or
1999 Repayable 3 months less but over less but over After
Group on demand or less 3 months 1 year 5 years Undated Total

Assets
Treasury bills – 1,185,433 1,128,683 – – – 2,314,116
Placements with banks and other

financial institutions maturing
between one and twelve months – 46,641 – – – – 46,641

Certificates of deposit held – 50,465 214,333 103,433 – – 368,231
Advances to customers 3,561,041 3,131,304 1,979,987 5,569,612 11,132,652 976,592 26,351,188
Debt securities included in:

– Trading securities – – 26,483 180,689 – – 207,172

– Held-to-maturity securities – 81,913 461,441 2,260,216 2,160,374 – 4,963,944
– Non-trading securities – 15,883 63,992 267,601 298,047 16,526 662,049

3,561,041 4,511,639 3,874,919 8,381,551 13,591,073 993,118 34,913,341

Liabilities
Deposits and balances of banks

and other financial institutions 29,018 542,722 10,000 – – – 581,740
Current, fixed, savings and other

deposits of customers 5,216,543 24,406,318 2,132,068 187,850 – – 31,942,779
Certificates of deposit issued – 449,241 2,471,546 1,536,235 – – 4,457,022

5,245,561 25,398,281 4,613,614 1,724,085 – – 36,981,541

1 year or 5 years or
1999 Repayable 3 months less but over less but over After
Bank on demand or less 3 months 1 year 5 years Undated Total

Assets
Treasury bills – 1,185,433 1,128,683 – – – 2,314,116
Placements with banks and other

financial institutions maturing
between one and twelve months – 104,641 – – – – 104,641

Certificates of deposit held – 50,465 214,333 103,433 – – 368,231
Advances to customers 3,559,657 3,109,342 1,959,282 5,530,131 11,130,830 976,469 26,265,711
Debt securities included in:

– Trading securities – – 26,483 180,689 – – 207,172

– Held-to-maturity securities – 81,913 461,441 2,260,216 2,160,374 – 4,963,944
– Non-trading securities – 15,883 63,992 267,601 298,047 16,526 662,049

3,559,657 4,547,677 3,854,214 8,342,070 13,589,251 992,995 34,885,864

Liabilities
Deposits and balances of banks

and other financial institutions 51,464 542,722 10,000 – – – 604,186
Current, fixed, savings and other

deposits of customers 5,220,860 24,412,373 2,132,068 187,850 – – 31,953,151
Certificates of deposit issued – 449,241 2,471,546 1,536,235 – – 4,457,022

5,272,324 25,404,336 4,613,614 1,724,085 – – 37,014,359



Dah Sing Bank, Limited

125

Notes to the Accounts

27. BALANCES WTH GROUP COMPANIES

Included in the following balance sheet captions are balances with the
ultimate holding company detailed as follows:

Group Bank
2000 1999 2000 1999

Current, fixed, savings and
other deposits of customers 22,994 13,333 22,994 13,333

Other accounts and provision 152,720 89,000 152,720 89,000

175,714 102,333 175,714 102,333

Included in the following balance sheet captions are balances with
fellow subsidiaries detailed as follows:

Group and Bank 2000 1999

Cash and short-term funds:
Cash and balances with banks and other

financial institutions 171 2,279
Placements with banks and other financial institutions

maturing between one and twelve months 36,102 46,641

36,273 48,920
Advances to customers and other accounts 597 590

36,870 49,510

Deposits and balances of banks and other
financial institutions 433,280 100,917

Current, fixed, savings and other deposits of customers 111,106 166,678

Other accounts and provisions 3,758 161

548,144 267,756

Included in the following balance sheet captions are balances with the
subsidiaries of the Bank detailed as follows:

Bank 2000 1999

Cash and short-term funds:

Cash and balances with banks and other
financial institutions 9,934 –

Money at call and short notice 46,000 15,000
Placements with banks and other financial institutions

maturing between one and twelve months 111,000 58,000
Advances to customers and other accounts 1,252 331

168,186 73,331

Deposits and balances of banks and other
financial institutions 72,671 22,446

Current, fixed, savings and other deposits of customers 14,584 11,639

Other accounts and provisions 26 23

87,281 34,108
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28. LOANS TO OFFICERS

Particulars of loans made by the Bank to officers disclosed pursuant to

section 161B(4B) of the Hong Kong Companies Ordinance are as follows:

Balance outstanding at Maximum balance
31st December during the year

2000 1999 2000 1999

Aggregate amount outstanding

in respect of principal

and interest 95,948 78,226 148,147 109,202

29. OFF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each

significant class of contingent liability and commitment:

Group and Bank 2000 1999

Direct credit substitutes 75,149 55,604

Transaction related contingencies 34,060 35,377

Trade-related contingencies 731,291 841,621

Assets sold with recourse Ð 246,843

Other commitments with an original maturity of:

– under 1 year or which are unconditionally

      cancellable 14,984,965 10,453,093

– 1 year and over 509,360 211,410

16,334,825 11,843,948

161B(4C)
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29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives

The following is a summary of the aggregate notional contract amounts

of each significant type of derivatives:

Trading Hedging Total
Group and Bank 2000 1999 2000 1999 2000 1999

Exchange rate contracts

Forward contracts 2,205,021 770,678 19,690,743 19,368,644 21,895,764 20,139,322

Currency swaps Ð – 57,718 57,524 57,718 57,524

Foreign exchange option contracts

– Currency options purchased 20,250 50,422 Ð – 20,250 50,422

– Currency options written 20,355 50,247 Ð – 20,355 50,247

2,245,626 871,347 19,748,461 19,426,168 21,994,087 20,297,515

Interest rate contracts

Forward and futures contracts Ð – 7,212,021 3,852,658 7,212,021 3,852,658

Interest rate swaps Ð 31,094 1,840,226 1,175,876 1,840,226 1,206,970

Ð 31,094 9,052,247 5,028,534 9,052,247 5,059,628

Equity contracts

Options written Ð – 50,426 – 50,426 –

The trading transactions include positions arising from the execution of

trade orders from customers or transactions taken to hedge these

positions.

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 and

the Bank entered into, are as follows:

2000 1999

Credit risk Credit risk
weighted Replacement weighted Replacement

Group and Bank amount cost amount Cost

Contingent liabilities and

commitments 395,358 380,487

Derivatives

Exchange rate contracts 75,484 131,837 67,351 123,534

Interest rate contracts 13,398 35,163 4,133 13,032

88,882 167,000 71,484 136,566

484,240 451,971
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29. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (Continued)

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.

30. RECONCILIATION OF OPERATING PROFIT AFTER

PROVISIONS TO NET CASH (OUTFLOW)/I NFLOW FROM

OPERATING ACTIVITIES

2000 1999

Operating profit after provisions 847,765 525,495

Provisions for bad and doubtful debts 303,278 394,754

Advances written off net of recoveries (301,515) (255,853)

Depreciation 54,926 63,457

Interest expense on certificates of deposit issued 368,455 313,710

Change in treasury bills maturing beyond three months 172,093 (1,799,343)

Change in trade bills 54,716 7,443

Change in certificates of deposit held 20,349 9,229

Change in trading securities (1,302,267) 358,382

Change in advances to customers and other accounts (2,598,924) (1,618,764)

Change in held-to-maturity securities (2,137,831) (1,094,464)

Change in non-trading securities (9,280) (525,487)

Change in amount due to an associated company (4,154) (8,750)

Change in deposits and balances of banks and

other financial institutions maturing beyond

three months (69,455) 10,000

Change in current, fixed, savings and other deposits

of customers (1,403,416) 3,697,342

Change in other liabilities 4,389,344 107,409

Exchange adjustments 9,848 (3,995)

Net cash (outflow)/inflow from operating activities (1,606,068) 180,565
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31. PURCHASE OF BUSINESS FROM A FELLOW SUBSIDIARY

Net liabilities purchased: 2000

Advances to customers and other accounts (658,085)

Fixed assets (2,621)

Current, fixed, savings and other deposits of customers 813,931

Other accounts and provisions 5,102

158,327

Satisfied by:

Cash 158,327

During the year, certain assets and liabilities were purchased from MEVAS

Bank Limited (formerly known as D.A.H. Private Bank Limited), a fellow

subsidiary. The business purchased during the year contributed

HK$970,000 to the Group’s net operating cash flows.

32. ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

Certificates

of Deposit Issued

At 1st January 2000 4,457,022

Net cash inflow from financing 1,630,622

Effect of foreign exchange rate changes 7,155

As 31st December 2000 6,094,799

At 1st January 1999 5,038,903

Net cash outflow from financing (590,572)

Effect of foreign exchange rate changes 8,691

As 31st December 1999 4,457,022

33. CAPITAL AND LEASE COMMITMENTS

(a) Capital commitments

Capital commitments outstanding as at 31st December not provided

for in the accounts were as follows:

Group and Bank 2000 1999

Contracted but not provided for 16,269 13,057

Authorised but not contracted for 1,865 20,494

18,134 33,551

MEVAS Bank Limited

970,000
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33. CAPITAL AND LEASE COMMITMENTS(CONTINUED)

(b) Lease commitments

Operating lease commitments at 31st December payable in the next

twelve months, analysed according to the period in which the lease

expires, are as follows:

Group and Bank 2000 1999

Land and buildings:

Expiring within one year 4,397 58,163

Expiring in the second to fifth years inclusive 41,389 12,421

Expiring after the fifth year 705 –

46,491 70,584

34. RELATED PARTY TRANSACTIONS

No disclosure of related party transactions is made as the Bank has

relied on an exemption provided by Hong Kong Statement of Standard

Accounting Practice No. 20 (“SSAP 20”). The Group is a wholly-owned

subsidiary of Dah Sing Financial Holdings Limited (“DSFH”) and DSFH

prepares consolidated financial statements which include the disclosure

of related party transactions.

35. ULTIMATE HOLDING COMPANY

The ultimate holding company is Dah Sing Financial Holdings Limited, a

listed company incorporated in Hong Kong.

36. APPROVAL OF ACCOUNTS

The accounts were approved by the Board of Directors on 5th March

2001.

20

SSAP20


