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Dah Sing Bank, Limited ® Annual Report 2003

(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES
(a) Principal activities

The principal activities of the Group and the Bank are the provision of banking,
financial and other related services.

(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 Society of Accountants (“HKSA").

In the current year, the Group has adopted the following SSAPs issued by the
HKSA which are effective for accounting periods commencing on or after 1st
January 2003:

SSAP 12 (revised) Income taxes

SSAP 34 (revised) Employee benefits

The changes to the Group’s accounting policies and the effect of adopting these
revised policies are set out below.

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

(c) Consolidation

The consolidated accounts include the accounts of the Bank 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 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.
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(c) Consolidation (Continued)

In the Bank’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 Bank on the basis of dividends received and receivable.

(d) Associates

An associate is a company, not being a subsidiary, in which an equity interest is
held for the long term and significant influence is exercised in its management.

The consolidated profit and loss account includes the Group's share of the results
of associates for the year. The consolidated balance sheet includes the Group’s
share of the net assets of the associates.

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

Equity accounting is discontinued when the carrying amount of the investment
in an associate reaches zero, unless the Group has incurred obligations or
guaranteed obligations in respect of the associate.

(e) 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.

In the Bank’s balance sheet, the investments in jointly controlled entities are
stated at cost less provision for impairment losses. The results of jointly controlled
entities are accounted for by the Bank on the basis of dividends received and
receivable.
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(Expressed in thousands of Hong Kong dollars)

()

(9)

PRINCIPAL ACCOUNTING POLICIES (Continued)
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.

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. 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.
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(h)  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 20% to 33% 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.

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 a predetermined percent of the loan book after
excluding Government guaranteed loans and cash collateralised lending.

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

When there is no realistic prospect of recovery, the outstanding debt is written
off.
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Dah Sing Bank, Limited ® Annual Report 2003

(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(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
contracts determined on a fixed interest rate basis is accrued and earned using
the sum of digits method.

In previous years, commissions paid to dealers on hire purchase loans were
amortised using a straight line basis over the term of the loan. The amortisation
charge was included as part of fees and commission expense in the profit and
loss account. With effect from 1st January 2003, such commissions are amortised
using an income-matching method which matches the amortisation charge with
the amount of interest income earned from the underlying loans in each period.
The amortisation charge is included as part of net interest income in line with
market practice. The effect of this change in amortisation basis and accounts
classification to the 2002 accounts is not significant and accordingly, no
restatement of the amounts reported in last year is made.

() 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.

(k)  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.



(BB T T3 T)

—_

FESTEER®@

(F2 &) AEAEFHIE

BETIRRAABENEER BB Z AR
EMERE ZREEMRE 2 BTREREZH
R - EEHIARAEAE BRI RMKE
E R 2 R REE o

IRFET IR E R R R ] BE A B AR Bt ) 8
TR ERNIZERER -

?ﬁﬁi%"ﬂ&ﬂﬁ%%"T%xﬁﬁﬁ%lﬁﬂ”]ﬁﬁﬂ—rﬁ
£ 0 fRIRth = R B AR R LARE S
REFBLER AR KRG HE EE'Ji@ﬁﬁ
RARERIARE -

RESF - IRET IR AR M At & 2 )m A1) 8
FRB PR ZaM = ERZRE - BIEFEHRN
AITE B RAE N B ES R E & EI2

B MBRATBEEE o RIS B E
BRBIE+ = ER EH R 2 BB WD

PERTHARR - WLRBFEEIIATAL
1EE] 2 BR »

AR B MM —Frafil - — T _F R =T
T=F-—A—HZEFVRRELE SRR
14,485,000 7T 125,393,000/ 7T * It AR TE
ZLLMIEE BEFEE - RIBFAREH T
=F+-_A=+—HRZIEEHBEEEKE
L%ﬂlﬁ%@%@%ﬁn 7 456,303,000/ T &
63,207,000 7t (2002 : 50,840,0005 7T &
71,411,000 7T) ° AEE RARRITEHZE
TE_F+—A=+—HZ%F S
23,351,000 7T, TEASE RAIRITHI R
FREESHEREE A14,259,0007%8 7T ©

iR B K&
Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (Continued)
() 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.

Deferred tax liabilities are recognised on temporary differences arising on
investments in subsidiaries and associates, except where the timing of the reversal
of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future.

In the prior year, deferred taxation was accounted for at the current taxation
rate in respect of timing differences between profit as computed for taxation
purposes and profit as stated in the accounts to the extent that a liability or an
asset was expected to be payable or recoverable in the foreseeable future. The
adoption of the revised SSAP 12 represents a change in accounting policy, which
has been applied retrospectively so that the comparatives presented have been
restated to conform to the changed policy.

As detailed in note 31 to the accounts, opening shareholders’ funds at 1st January
2002 and 2003 have been reduced by HK$14,485,000 and HK$5,393,000
respectively, which represent the unrecognised net deferred tax liabilities. This
change has resulted in deferred tax assets and deferred tax liabilities totalling
HK$56,303,000 and HK$63,207,000 at 31st December 2003 (2002:
HK$50,840,000 and HK$71,411,000 respectively). For the year ended 31st
December 2002, the profit of the Group and the Bank had been increased by
HK$23,351,000 and the amount charged to equity of the Group and the Bank
was HK$14,259,000.
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(Expressed in thousands of Hong Kong dollars)

(m)

PRINCIPAL ACCOUNTING POLICIES (Continued)

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”.
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(Expressed in thousands of Hong Kong dollars)

(m)

PRINCIPAL ACCOUNTING POLICIES (Continued)
Fixed assets (Continued)
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.

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.
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(m)

(n)

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

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.

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 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.

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.
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(n) Investments in securities (Continued)
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.

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.

(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 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.
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(Expressed in thousands of Hong Kong dollars)

1. PRINCIPAL ACCOUNTING POLICIES (continued)
(p) 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
and interest rate 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 35(c) to the accounts.

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 accruals”.

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.
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(Expressed in thousands of Hong Kong dollars)

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

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
quoted exchange rates are available in an active market.

(q) 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.

(r)  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.

i) 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.
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(Expressed in thousands of Hong Kong dollars)

(r)

(s)

PRINCIPAL ACCOUNTING POLICIES (continued)
Employee benefits (Continued)
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 ultimate holding company are granted to directors
and senior executives under the Executive Share Option Scheme.

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.

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.
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
(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.

2. INTEREST INCOME

2003 2002
ETEREREWA Interest income on listed investments 214,443 164,873
IEETIRE R B WA Interest income on unlisted investments 404,949 416,155
E A F B A Other interest income 1,680,405 1,928,177
2,299,797 2,509,205
= HEERKRA 3. OTHER OPERATING INCOME
2003 2002

BREE RASWA Fees and commission income 419,077 440,481
TR RIS E RAE X H (FE) Less: Fees and commission expense (Note) (50,814) (81,649)
FARTEE XA WA Net fees and commission income 368,263 358,832
HINE B F W am Net gain from foreign exchange trading 24,869 33,968
REEERRNBARTET A FES Net gain from trading securities and derivatives 56,317 90,447
TERRERE 2 i B A Dividend income from investments in securities

EmiERE Listed investments 161 327

JEEMEE Unlisted investments 8,988 13,611
KEYE 2 e WAL Gross rental income from investment properties 11,900 13,709
HupfES WA Other rental income 5,417 4,669
Hb Others 5,806 5,790

481,721 521,353

B 5 - Note:
REF - HEERE T2 5802 IR E R E In previous years, commissions paid to dealers on hire purchase loans were amortised
B - —TT - Fa#5$£%26,990,000/8 7T using a straight line basis over the term of the loan. The amortisation charge in 2002 of

ERREERBERMAEIHEAN BH_TT=F—F—
HE L EMEAWARIDE - IR ERSHNFE
WA SRR o BN S BEEF A S U A AIREE
MBS - IWEBET ARG ENEBEH —TF
“FNREYEEATE  MILEFNEFUES
o

HK$26,990,000 was included as part of fees and commission expense. With effect from
1st January 2003, such commissions are amortised using an income-matching method
which matches the amortisation charge with the amount of interest income earned from
the underlying loans in each period. The amortisation charge is included as part of net
interest income in line with market practice. The effect of this change in amortisation basis
and accounts classification to the 2002 accounts is not significant and accordingly, no
restatement of the amounts reported in last year is made.
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(Expressed in thousands of Hong Kong dollars)

4. OPERATING EXPENSES

2003 2002

AEBRH (BEESEHe) (=R Staff costs (including directors’
remuneration) (Note 5) 440,820 467,476

ITEREAMEEEE Premises and other fixed assets
TEZHEE Rental of premises 41,512 40,436
H At Others 53,423 54,715
e EET=) Depreciation (Note 23) 60,756 56,577
1% LA B < Auditors’ remuneration 1,672 1,767
Hfth & 7 Other operating expenses 118,400 158,141
716,583 779,112

KEROANTEZEHSERRSETE=4E

Rl 2 S -

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

from sub-lease agreements with third parties.

150

H- AEEH 5. STAFF COSTS
2003 2002
MR TE Wages and salaries 417,148 437,688
R ERE Termination benefits - 3,393
RIS —REHKEE Pension costs — defined contribution plans 23,672 26,395
440,820 467,476
N BRERRERHAR 6. CHARGE FOR BAD AND DOUBTFUL DEBTS
2003 2002
AR R RRF BT Net charge for bad and doubtful debts
1 DR 2 1 A Specific provisions charged
— I A — new provisions 568,320 693,476
— [E % — releases (27,862) (14,440)
—gm — recoveries (40,472) (27,591)
499,986 651,445
—RRHEM (B E) /52 General provisions (written back) / charged (5,092) 17,037
B FZH 0 Net charge to profit and loss account (Note 18) 494,894 668,482

Dah Sing Bank, Limited ® Annual Report 2003
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(BB F T3 7R) (Expressed in thousands of Hong Kong dollars)
+ - HEBEEEREBEEE 7. NET LOSS ON DISPOSAL AND DEFICIT ON
EERBERESE REVALUATION OF FIXED ASSETS
2003 2002
BEYFEEMFE Deficit on revaluation of investment properties 19,022 32,528
TEEMBIE Deficit on revaluation of premises 45,187 =
HEREMEKE Gain on disposal of investment properties (590) -
S H i [ E A E R 1R Loss on disposal of other fixed assets 860 4,313
64,479 36,841
N~ HEFFEEERAERE 8. NET GAIN ON DISPOSAL OF NON-TRADING AND
EIHESF RS HELD-TO-MATURITY SECURITIES
2003 2002
HEFFIEEEABINEFF R Net gain on disposal of non-trading securities 195,938 5,734
HEREREESFER Net loss on disposal of held-to-maturity securities - (3,221)
FEZERHEFEREIFRMEE ER SN Net gain on transfers of held-to-maturity
7B AR Was (M) securities to non-trading securities (note) - 74,230
195,938 76,743

B R
AREBEZETISBER 2 ER - BB E KM

& REBRHERES - BRNEHRTRETS
BRPAFZHEINES (RREREREHES]
M+ P 2BEES) @ AEEEBRERERTD
FBRZHZERRES  EENEERIFEEERSE
HIRE 5 °

Note:

The disposal and transfer of held-to-maturity securities in 2002 were brought about by
changes in the Group’s intention of holding the securities to maturity as a result of
restructuring of the investment portfolio due to change in investment strategy, after taking
into consideration changes in market conditions. All remaining holdings in the held-to-
maturity securities portfolio kept in the investment book but excluding those held in the
short-term money market book (as reflected in Treasury bills under “Cash and short-term
funds” (Note 13)) were redesignated as non-trading securities at the time of transfer.

- EEWME 9. DIRECTORS' EMOLUMENTS
2003 2002
Fioks Fees 300 210
e BE - BYWis Salaries, housing, benefits in kind and
e Eofth R, other allowances 48,326 50,876
RIS B Pensions 1,560 1,634
50,186 52,720

2003 e KHLBITHRA A

157



BR B M &F
Notes to the Accounts
(LB B F Tl 3 R)

- EEMEw

e BRI RO IETT R 2 s - W
BRAFemERFRAT ([XFESE) RN
ZATERRAEE B 2 I (B ERRARE 2 R E
TEBZEHEETE - AF RN - NEEMN
(2002 : =fI) EEEIS S REH6,593,000/%8 T
(2002 : 10,395,000 7T) A0 SR AE EF) a5 ©

B EEEMEI  BETEE _FTZTFN
A= BERFRERFS RN 2 RAHE
R-ZTZE=F+_"A=+—8  NHEAURE
R%15 243,7508% (2002 : 550,0000%) = 3R A AE
REFTEE - LERREATRER T HEFZ
F—EFAEERB BRR T RSETE
iM% ERAIRE 2 TEEREAR 26.28 BT -

+ BE

BB RIS IR BT Z h 5t FE SR T % A K
B 17.5% (2002 : 16%) IR LERE - KT
T=F FEBBHRFNIZZEZLELANEREG
16 % ERAB—_TE=F/"TTNFFEN
17.5% °

RERAEmERP ST h 2 HIRTE

(Expressed in thousands of Hong Kong dollars)

9. DIRECTORS’ EMOLUMENTS (Continued)

The benefits arising from the exercise of share options are included in the above
as benefits in kind and are determined based on the difference between the closing
market price of shares of Dah Sing Financial Holdings Limited (“DSFH") upon
exercise of the options and the predetermined exercise price of the option shares.
During the year, share option benefits amounting to HK$6,593,000 (2002:
HK$10,395,000) had been received by four (2002: three) Directors.

In addition to the above emoluments, options to purchase 243,750 (2002:
550,000) shares of DSFH granted to certain Directors on 3rd April 2000 remained
outstanding as at 31st December 2003. These options are exercisable at various
amounts between the first and fifth anniversaries of the dates of grant and have
an exercise price of HK$26.28 per share.

10. TAXATION

Hong Kong profits tax has been calculated at the rate of 17.5% (2002:16%) on
the estimated assessable profit for the year. In 2003, the Hong Kong Government
enacted a change in the profits tax rate from 16% to 17.5% for the fiscal year
2003/2004.

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

represents:
2003 2002
REEETERE S Hong Kong profits tax on estimated
FS assessable profit for the year 149,839 116,603
FEIh &I E 2 h5T Attributable share of estimated Hong Kong
BEBMNSHER profits tax losses arising from investments
in partnerships (69,591) (116,264)
80,248 339
& AT E s Investments in partnerships written off 53,287 91,248
133,535 91,587
RIEFEBREEE Over-provision in prior years (6) (15,178)
IRIERTE (5 H75) Deferred taxation (Note 26)
— AR ERERNES RED - relating to the origination and reversal
of temporary differences (7,619) (8,173)
— B EFFER - resulting from an increase in the tax rate (4,139) =
121,771 68,236

Dah Sing Bank, Limited ® Annual Report 2003
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10. TAXATION (Continued)

AR B B AE

Notes to the Accounts

The Group’s investments in partnerships are written off in the same year as the

taxation benefits resulting from those investments are received and utilised.

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:

2003 2002
B %t Al g ) Profit before taxation 989,595 875,562
AR #17.5% (2002 : 16%) 5T H Calculated at a taxation rate of
17.5% (2002: 16%) 173,179 140,090
RIS BIRN Tax effect of:
R B 2 A Income not subject to taxation (58,722) (58,519)
TREMER IS R A S H Expenses not deductible for taxation purposes 20,738 21,720
RERZBBEE Tax losses not recognised 45 83
B RTEARIERR 2 B IS B 18 Utilisation of previously unrecognised tax losses - (323)
FRA 71 5l Buz BAvIRAE B 1R Increase in opening net deferred tax assets
B EFELGM resulting from an increase in tax rates (4,139) -
RIEFEBREEE Over-provision in prior years (6) (15,178)
BB E R TR Terminal return on investments in partnerships 6,980 5,379
& BIREB M BTSSR Attributable share of estimated Hong Kong
profits tax losses arising from investments
in partnerships (69,591) (116,264)
& BT A e Investments in partnerships written off 53,287 91,248
BiIE Taxation charge 121,771 68,236
+— - BREEMLEFR 11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

FI R AR 1T BR R 2 BXOIR O 4G i A
868,970,000/8 7T (2002 : 816,992,000/

JT) ©

The profit attributable to shareholders is dealt with in the accounts of the Bank
to the extent of HK$868,970,000 (2002: HK$816,992,000).

+=- KA 12. DIVIDENDS
2003 2002
ERSE —HAR HARR B, - &A%25.00%5 T First Interim, paid, of HK$25.00
(2002 : 25.007&7T) (2002: HK$25.00) per share 200,000 200,000
BIRE ZHARHIRE - §AR12.50%8 7T Second interim, paid, of HK$12.50
(2002 : #%) (2002: Nil) per share 100,000 =
—ETNF= A — BEIRAHARE - Final, proposed on 1st March 2004, of HK$20.00
#FR%20.008 7T (2002 : —FZF=4F per share (2002: proposed on 3rd March 2003,
= A= BERAKREINR B & %30.007%7T) of HK$30.00 per share) 200,000 240,000
500,000 440,000
2003 £k e RIMRITERAF 153
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
+=- BEREHRES 13. CASH AND SHORT-TERM FUNDS
58 $R1T
Group Bank
2003 2002 2003 2002
e RIERITREAM Cash and balances with banks and other
SR E R SR financial institutions 390,555 394,876 390,464 394,768
PEPIVSESRER /4 Money at call and short notice 4,748,488 2,645,305 4,748,488 2,645,305
HEES (BIEINEES Treasury bills (including Exchange
=) (BsEH =) Fund Bills) (Note 32) 5,390,931 5,595,710 5,390,931 5,595,710
10,529,974 8,635,891 10,529,883 8,635,783
SEERRIT Group and Bank 2003 2002
BEZBEEGESFTOT : An analysis of treasury bills held is as follows:
BIEEERENES @ BAFE Trading securities, at fair value
—JEET — Unlisted 1,391,323 248,680
IRHEEERSENES BRATE Non-trading securities, at fair value
—3ELET — Unlisted 3,999,608 -
SERHE S - IRE A A Held-to-maturity securities, at amortised cost
—JEm — Unlisted - 5,347,030
5,390,931 5,595,710
+HH - BESEE 14. TRADE BILLS
SEEREBIT Group and Bank 2003 2002
=S Trade bills 744,998 582,268
—RRZER (R0 General provision (Note 18) (7,450) (5,822)
737,548 576,446
Dah Sing Bank, Limited ® Annual Report 2003
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15. CERTIFICATES OF DEPOSIT HELD

Group and Bank 2003 2002

IEREEEMSBRMES - BATE
(Bt aEM =)
—JFEET™

TR HEEERARNES

Non-trading securities, at fair value
(Note 32)
— Unlisted 204,400 455,137

16. TRADING SECURITIES

EERERTT Group and Bank 2003 2002
BAFE : At fair value:

EisES (MM =) Debt securities (Note 32)

—&BAEE™ — Listed in Hong Kong 2,173,363 1,198,309
—3JEE™ — Unlisted 613,968 1,299,554

MBS
—E L

BIEE S ARNEFIREITHERER
DT -
— R R ERAF AN R ERTT
—NE R
—R1T R E A S R
— 13

2,787,331 2,497,863
Equity securities
— Listed in Hong Kong 1,883 74

2,789,214 2,497,937

Trading securities are analysed by issuer

as follows:

— Central governments and central banks 2,242,304 1,188,628
— Public sector entities 488,592 1,219,997
— Banks and other financial institutions 56,527 89,312
— Corporate entities 1,791 -

2,789,214 2,497,937
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(Expressed in thousands of Hong Kong dollars)

17. ADVANCES TO CUSTOMERS AND OTHER
ACCOUNTS

(F) HBEEFEXREMIRE : (a) Advances to customers and other accounts:
£H $R1T
Group Bank
2003 2002 2003 2002

FIHEEPER (M=)  Advances to customers (Note 32) 27,424,042 27,661,272 27,424,042 27,661,272

AR R RRERE Provisions for bad and doubtful debts
ek (10 Specific (Note 18) (231,520) (219,380) (231,520) (219,380)
— g (B s+ 0 General (Note 18) (269,213) (275,967) (269,213) (275,967)
26,923,309 27,165,925 26,923,309 27,165,925
FEETFI B Accrued interest 408,920 402,492 408,920 402,492
HAaARH Other accounts 1,227,436 1,218,900 1,221,307 1,214,370
HAh AR B 2 Provisions against other accounts
—f& (fFsE+/)0) General (Note 18) (120) (86) - =
1,636,236 1,621,306 1,630,227 1,616,862
28,559,545 28,787,231 28,553,536 28,782,787
(Z) BEFHTEITEMXZMAUT : (b)  Non-performing loans to customers are analysed as follows:
EE 817
Group Bank
2003 2002 2003 2002
BEHNTEITERK Non-performing loans to customers 427,971 461,661 427,971 461,661
REOR A Specific provisions (206,694) (199,844) (206,694) (199,844)
221,277 261,817 221,277 261,817
A SE R T B Amount of interest in suspense 24,169 34,338 24,169 34,338

TRITERDEPNER R ZF BB B
ABRIEZ I ERFFISHER

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

BEENTBITERGANEERARNIRITZ EIE
BEENAAEE1.56% (2002 : 1.67 %) °

Non-performing loans to customers represent 1.56% (2002: 1.67%) of total
advances to customers of the Group and of the Bank.

A ERPR B E E A ER Z R MmN+
“A=t—HZE®E-

The above specific provisions were made after taking into account the value of
collateral in respect of such advances as at 31st December.
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(A) BHEEFENEGEMEHERK

(Expressed in thousands of Hong Kong dollars)

17. ADVANCES TO CUSTOMERS AND OTHER
ACCOUNTS (continued)

AR B B AE

Notes to the Accounts

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

AR DHMT : as follows:
£H $R1T
Group Bank
2003 2002 2003 2002
KREERENRE Gross investment in finance leases,
Z W AR AARE receivable:
—F A Not later than one year 1,344,141 1,400,569 1,344,141 1,400,569
—FUEERF Later than one year and
not later than five years 1,545,659 1,677,620 1,545,659 1,677,620
AFLAE Later than five years 1,576,555 1,774,732 1,576,555 1,774,732
4,466,355 4,852,921 4,466,355 4,852,921
RERE 2 BT Unearned future finance income
RRELE WA on finance leases (830,789) (999,260) (830,789) (999,260)
MEREFIRE Net investment in finance leases 3,635,566 3,853,661 3,635,566 3,853,661
A E M EFIRE HR The maturity of net investment in
ZONTIAT finance leases is analysed as follows:
—F LA Not later than one year 1,180,353 1,197,423 1,180,353 1,197,423
—FAFEREF Later than one year and not
later than five years 1,263,323 1,339,191 1,263,323 1,339,191
AFLE Later than five years 1,191,890 1,317,047 1,191,890 1,317,047
3,635,566 3,853,661 3,635,566 3,853,661

RoZEE=F+_"A=1+—HBEFEENULH
RERE 2 I EBFE AN EEEERTRER
(2002 : &) -

EE=F+ A=+ —BAREBRARIET
2 BEREEEESE AR AR E TR R E
FEU AR ER) 2248 5 Bl & 7T 4329,673,000/4 7T
(2002 : 29,166,000 7T) F%.29,673,000/# 7T
(2002: 29,166,000/ 7T) °

There is no unguaranteed residual value included in the gross investment in
finance leases above as at 31st December 2003 (2002: Nil).

The allowance for uncollectable finance lease receivables included in the provision

for loan losses as at 31st December 2003 for the Group and the Bank amounted
to HK$29,673,000 (2002: HK$29,166,000) and HK$29,673,000 (2002:

HK$29,166,000) respectively.

2003 e KHLBITHRA A

157



R B B &E
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
+ 1\~ HEERERIREMS 18. PROVISIONS FOR BAD AND DOUBTFUL DEBTS
HERRRREE
Provisions for bad and doubtful debts X FI&
457k — MR &%t Suspended
£H Group Specific General Total Interest
—ZEE=F—H—H At 1st January 2003 219,380 281,875 501,255 34,338
bR 2R Amounts written off (528,318) - (528,318) (19,524)
Iz [B] B 7 1 S il 85 Recoveries of advances written off
Z2EXR in previous years 40,472 = 40,472 =
PIEERARAISZ H/ (B E) Charge/ (write-back) to profit and
(B EE7S) loss account (Note 6) 499,986 (5,092) 494,894 -
FRBRFE Interest suspended during the year - - - 9,355
—EE=F+=-H=+—H At31st December 2003 231,520 276,783 508,303 24,169
HUR R Deducted from:
BSEE (ME+rm) Trade bills (Note 14) - 7,450 7,450
FZHERFPENR Advances to customers
(MaE++(FR)) (Note 17(a)) 231,520 269,213 500,733
FEET R B R EARRE Accrued interest and other
(MFzE+t () accounts (Note 17(a)) — 120 120
231,520 276,783 508,303
HIER RRES
Provisions for bad and doubtful debts & X F| &8
455k — M &%&t  Suspended
R1T Bank Specific General Total Interest
—ETE=%—H—H At 1st January 2003 219,380 281,789 501,169 34,338
il bR =B Amounts written off (528,236) - (528,236) (19,524)
W [ B A 13 s Recoveries of advances written off
ZER in previous years 40,472 - 40,472 -
PRIBERARA S/ (B E) Charge/ (write-back) to profit and
loss account 499,904 (5,126) 494,778 -
FNERF S Interest suspended during the year - - - 9,355
—E2EFE=F+=-H=+—H At31st December 2003 231,520 276,663 508,183 24,169
R - Deducted from:
B 5E% (1) Trade bills (Note 14) - 7,450 7,450
FZHERBFERK Advances to customers
(FfaE++ (F)) (Note 17(a)) 231,520 269,213 500,733
231,520 276,663 508,183
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(BB F T3 7R) (Expressed in thousands of Hong Kong dollars)
+N - ZEERERRERESE@® 18. PROVISIONS FOR BAD AND DOUBTFUL
DEBTS (continued)
EAR R RARERE
Provisions for bad and doubtful debts ER A B
LSS —f% = Suspended
£H Group Specific General Total Interest
T -F—A—H At 1st January 2002 305,223 264,838 570,061 53,123
MR FE Amounts written off (764,879) = (764,879) (26,497)
Wz B B A 1 S Hif 8 Recoveries of advances written off
ZER in previous years 27,591 - 27,591 -
RIBEEAS W (BF&E75)  Charge to profit and loss account (Note 6) 651,445 17,037 668,482 =
FRBRFE Interest suspended during the year - - - 7,712
—FE-F+=A=+—H At31st December 2002 219,380 281,875 501,255 34,338
HIRRS - Deducted from:
E5EE ME+) Trade bills (Note 14) = 5,822 5,822
SEEFER Advances to customers
s+ (F)) (Note 17(a)) 219,380 275,967 495,347
FEEHA B R E AR B Accrued interest and other
s+t &) accounts (Note 17(a)) = 86 86
219,380 281,875 501,255
EAR R RARER
Provisions for bad and doubtful debts BRR A S
LSS —R& &5t Suspended
RAT Bank Specific General Total Interest
—EE-F—A—H At 1st January 2002 304,999 264,159 569,158 53,123
B 5 Amounts written off (764,660) = (764,660) (26,497)
Iz [B] B A 1 S il 85 Recoveries of advances written off
ZER in previous years 23,887 = 23,887 =
RERBEA N Charge to profit and loss account 655,154 17,262 672,416 =
M E A R 2 A Transfer from the business of a subsidiary - 368 368 -
FRNBRFE Interest suspended during the year - - - 7,712
T -F+=H=+—H At31st December 2002 219,380 281,789 501,169 34,338
R - Deducted from:
B 5% (a1 m) Trade bills (Note 14) - 5,822 5,822
FEHEEFPEXR Advances to customers
(MzE++E () (Note 17(a)) 219,380 275,967 495,347
219,380 281,789 501,169
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(BB T T3 7T)

Th BHEIHRS

(Expressed in thousands of Hong Kong dollars)

19. HELD-TO-MATURITY SECURITIES

160

SERET Group and Bank 2003 2002
—B—HB&TF Balance as at 1st January - 4,433,955
Hr R B Amortisation of discount 737 8,270
brii Additions 80,917 3,827,848
188 Repayments - (685,806)
AEALERBS Securities sold during the year - (7,584,267)
+-—RA=+—RH&% Balance as at 31st December 81,654 -
JELTMFES @ IREBHERKA Unlisted securities, at amortised cost 81,654 =
2D B AR TEEER Held-to-maturity securities are analysed

DITEAT - by issuer as follows:

—RIT R EM S g iE — Banks and other financial institutions 81,654 -
=t FBFNFEEABRNES 20. NON-TRADING SECURITIES
SEERRIT Group and Bank 2003 2002
NFE - At fair value:
ERES M) Debt securities (Note 32)
—&E L™ — Listed in Hong Kong 1,384,656 2,343,957
— BN ETH — Listed outside Hong Kong 7,650,441 6,146,886
—3JEE™ — Unlisted 7,681,483 7,366,438

16,716,580 15,857,281

T 7B 5 Equity securities
—&BB L™ — Listed in Hong Kong 71,515 2,879
—3ELET — Unlisted

—RIREES 7 — Interests in investment funds 292,633 =

—HAM3E LT AR ZARE — Shares in other unlisted companies 875 814

365,023 3,693
17,081,603 15,860,974
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

20. NON-TRADING SECURITIES (continued)

Group and Bank 2003 2002

JERHEE B RGBSR
BITHBEBIOTAT
— P RERFF AR RERTT
—RNERE
—IRIT R EM RS
—{b2
—Efh

H— - HEZEHERRE

Non-trading securities are analysed by
issuer as follows:

— Central governments and central banks 3,940,712 6,729,179
— Public sector entities 2,600,245 1,740,652
— Banks and other financial institutions 6,428,781 4,404,462
— Corporate entities 4,110,412 2,985,228
— Others 1,453 1,453

17,081,603 15,860,974

21. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

£ Group 2003 2002
QFL?ﬁHﬁTﬁ © IR Unlisted shares, at cost 20,000 20,000
1 E 88 2 B EK AR Loan receivable from a jointly controlled entity 31,000 31,000
51,000 51,000

IR U 1 R Share of post-acquisition reserves (28,015) (26,000)
22,985 25,000

$R1T Bank 2003 2002
JE LR - KA Unlisted shares, at cost 20,000 20,000
EEE R Provision for impairment loss (20,000) (20,000)
1 E 88 2 BRI AR Loan receivable from a jointly controlled entity 31,000 31,000
ZEE&%EE?E{% Provision for bad and doubtful debts (8,015) (6,000)
22,985 25,000
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
T— - HEZEFERBRE®w 21. INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES (continued)

RIBZ=F+-_A=1+—HHHERIZEHE The following are the jointly controlled entities as at 31st December 2003:
BT -

=T it Bh FTEEBREE B hEEEZBEDL
#1B Place of Principal activities Percentage of
Name incorporation and place of operation interest in ownership
EREFIEIR B R A A B BEZEKR - BE
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%

A KRR EF

IREESTERRAA] e ZRE AR - BE
Bank Consortium Trust Company Limited Hong Kong Trustee and custodian services 13.333%

ANEEERBHIER AR AT 2z B A IRTT
HERE - MREEFEAR A R TR
BRATZEZEMBRT] °

for retirement fund schemes, Hong Kong

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

= HEBARKRE 22. INVESTMENTS IN SUBSIDIARIES

R1T Bank 2003 2002

JEETRR - KK Unlisted shares, at cost 19,077 19,077

FE U B A A 3R IE Amounts due from subsidiaries 9,927 9,068

FEASH B A B 3R IE Amounts due to subsidiaries (17,819) (18,019)
11,185 10,126

FEMYIEN M A Bl 2 SRIRI SRR - 28
N B TE & KA -

Dah Sing Bank, Limited ® Annual Report 2003
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Notes to the Accounts

(Expressed in thousands of Hong Kong dollars)

22. INVESTMENTS IN SUBSIDIARIES (Continued)

The following is a list of the principal wholly-owned subsidiaries as at 31st
December 2003:

REf /AR B ERTEERRA

AREH FEEK Place of incorporation / Particulars of issued

Name of company Principal activity operation ordinary shares
RHHEER R T TmEE BB

Dah Sing Finance Limited Dormant Hong Kong HK$25,000,000
RE R B

Dah Sing Properties Limited Investment holding Hong Kong HK$10,000
AFEEARAE IR ABRTS BB

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

Dah Sing Property Agency Limited Property agency Hong Kong HK$100,000
AT RBRIEBERAF] R B

Dah Sing Insurance Agency Limited Insurance agency Hong Kong HK$500,000
A EBMARBR AR TEER BB

Dah Sing Computer Systems Limited Dormant Hong Kong HK$20
REFRREREBR AR R4 B

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

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

Dah Sing MTN Financing Limited Dormant British Virgin Islands US$1
% REBELHS

Dah Sing SAR Financing Limited Dormant British Virgin Islands US$1

N ERBEZEAANRITIA °

The above companies are all directly held by the Bank.
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
= BEEEE 23. FIXED ASSETS
Bk £B
R&E
REW* Furniture, RE
Investment & Fixtures & Motor ast
] Group Properties Premises Equipment Vehicles Total
A E Cost or valuation
“ZZ=F—-A—H At 1st January 2003 200,747 672,750 220,907 2,328 1,096,732
2E Additions - - 50,564 239 50,803
Ebipoy ] Reclassification 21,646 (21,646) - - -
&8 Disposals / written off (5,600) - (32,919) - (38,519)
EhRE Deficit on revaluation (19,022) (79,519) - - (98,541)
“EE=F+-A=t+-H At 31st December 2003 197,771 571,585 238,552 2,567 1,010,475
REME Accumulated depreciation
“ZZ=F—-A—H At 1st January 2003 - 17,305 111,051 1,242 129,598
RFEE (FFEm) Charge for the year (Note 4) - 15,863 44,381 512 60,756
& /A EH Disposals / written off - - (31,931) - (31,931)
SfhE% Written back on revaluation - (33,168) - - (33,168)
—ZEZ=%+-A=1+-H At 31st December 2003 - - 123,501 1,754 125,255
FREFE Net book value
—ZEZ=%+-A=1+-H At 31st December 2003 197,771 571,585 115,051 813 885,220
T -F+-F=+—H At 31st December 2002 200,747 655,445 109,856 1,086 967,134
LA E&E 2 AR S (B The analysis of cost or valuation of the above assets is as follows:
ST
“EBE=f+t-A=t+-H At 31st December 2003
B At cost - - 238,552 2,567 241,119
REXMEE At professional valuation
—TT=F In 2003 197,771 571,585 - - 769,356
197,771 571,585 238,552 2,567 1,010,475
—TTF+ZR=1+—H At 31st December 2002
BAA At cost - - 220,907 2,328 223,235
REEME At professional valuation
—TT-F In 2002 200,747 — — - 200,747
2T —F In 2001 - 672,750 - - 672,750
200,747 672,750 220,907 2,328 1,096,732
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23. FIXED ASSETS (Continued)

AR B B AE

Notes to the Accounts

Bk £B
SET
REW* Furniture, bt
Investment & Fixtures & Motor ast
BT Bank Properties Premises Equipment Vehicles Total
A E Cost or valuation
“ZZ=4—-A—H At 1st January 2003 200,131 671,915 220,907 2,328 1,095,281
2E Additions - - 50,564 239 50,803
Ebipoy ] Reclassification 21,646 (21,646) - - -
&3 Disposals / written off (5,600) - (32,919) - (38,519)
EHRE Deficit on revaluation (19,022) (79,492) - - (98,514)
“EE=F+-A=t+-H At 31st December 2003 197,155 570,777 238,552 2,567 1,009,051
RENE Accumulated depreciation
“ZZ=4—-A—H At 1st January 2003 - 17,265 111,050 1,242 129,557
TEEME Charge for the year - 15,837 44,379 512 60,728
& Disposals / written off = = (31,931) = (31,931)
S e Write back on revaluation - (33,102) - - (33,102)
—ZEZ=%+-A=1+-H At 31st December 2003 - - 123,498 1,754 125,252
REFE Net book value
—ZEZ=%+-A=1+-H At 31st December 2003 197,155 570,777 115,054 813 883,799
—ET-#+-A=+—H At 31st December 2002 200,131 654,650 109,857 1,086 965,724
LA E&E Z ANk B The analysis of cost or valuation of the above assets is as follows:
DWW -
Z2EZ=F+ZH=+-H At 31st December 2003
R At cost - - 238,552 2,567 241,119
REEME At professional valuation
—TT=F In 2003 197,155 570,777 - - 767,932
197,155 570,777 238,552 2,567 1,009,051
—TTF+ZA=+—H At 31st December 2002
B At cost = — 220,907 2,328 223,235
REXEMEE At professional valuation
T -F In 2002 200,131 - - - 200,131
& In 2001 — 671,915 — - 671,915
200,131 671,915 220,907 2,328 1,095,281
2003 £k e RIMRITERAF
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)

= BEEEE®w

WE Y RITE RSB B ERFFFA SRS
(FBE)ARATNNZ-ZEZE=F+_A=1+—
Bz ARMEEHER -

23. FIXED ASSETS (Continued)

Investment properties and premises were revalued on 31st December 2003 on
an open market value basis by an independent professional chartered surveyor,
Knight Frank Hong Kong Limited.

BREARRE RARRITZITEUKANERRE
HrEEFIER - EBREEE S 51 /2430,892,000/%
7€ (2002 : 472,457,0007% 7T) }2.428,130,000
787t (2002 : 469,739,000/ L) °

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$430,892,000 (2002: HK$472,457,000) and HK$428,130,000 (2002:
HK$469,739,000) respectively.

BEMERTE ZREFESRE The net book value of investment properties and premises comprises:

2003 2002
BREYWE REWHE
Investment TE Investment 1TE
£3 Group Properties Premises Properties Premises
FHHA) Leaseholds
EHEEREHEL Held in Hong Kong
(+E=H+5F) on medium-term lease
(between 10 — 50 years) 197,155 570,801 200,131 654,671
FEE B AN BRFE 4 Held outside Hong Kong
(+E=H+5F) on medium-term lease
(between 10 — 50 years) 616 784 616 774
197,771 571,585 200,747 655,445
2003 2002
REWS BREWME
Investment TE Investment 1TEE
R1T Bank Properties Premises Properties Premises
GEROE Y Leaseholds
FEEBFEHEL Held in Hong Kong
(+=R+%) on medium-term lease
(between 10 — 50 years) 197,155 570,777 200,131 654,650
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(Expressed in thousands of Hong Kong dollars)

24. DEPOSITS FROM CUSTOMERS

£8 $R1T

Group Bank
2003 2002 2003 2002
A BT R R A 2R AF R Demand deposits and current account 3,201,319 2,048,117 3,219,219 2,066,195
BT Savings deposits 6,858,001 5,327,772 6,858,001 5,327,772
EH - AR EEFR Time, call and notice deposits 26,591,658 27,155,396 26,599,058 27,164,396

HhH - HMRERER

R-EE=F+ - A=+ —HAREBERAKNIR
TZTEMEEE RTER] ARELTEEHER
* BEEBREMAIAEESBLEA
6,379,969,00078 7T (2002 : 5,290,428,000 /&
7T) (=) -

TN BHREZEHRESE

36,650,978 34,531,285 36,676,278 34,558,363

25. OTHER ACCOUNTS AND ACCRUALS

Included in “Other accounts and accruals” as at 31st December 2003 is a short
position in treasury bills, treasury notes and other public sector debt securities
totalling HK$6,379,969,000 for the Group and the Bank (2002:
HK$5,290,428,000) (Note 28).

26. CURRENT AND DEFERRED TAX LIABILITIES

£8 $R1T
Group Bank
2003 2002 2003 2002
BN EAFR I8 Current tax 53,712 (11,032) 53,737 (11,069)
EAEFH IR Deferred tax 6,904 20,571 6,904 20,571
60,616 9,539 60,641 9,502

FEHREEREREE  BREFE/HRE
17.5% (2002: 16%) ¥Z B EETHE -

RER IR B E/(BE) Z8aAT -

Deferred tax is calculated in full on temporary differences under the liability
method using a principal taxation rate of 17.5% (2002:16%)

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

SEREBIT Group and Bank 2003 2002
—H—H At 1st January 20,571 14,485
A8 75 AR P 1 [B] 1O 3R AE R TH Deferred taxation credited to profit and

(Bt zE—+) loss account (Note 10) (11,758) (8,173)
iz R (BEE) ANRR e IE (B EEH—) Taxation (credited)/ charged to equity (Note 31) (1,909) 14,259
+=—A=+—H At 31st December 6,904 20,571
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)
T BHREZEBESS @ 26. CURRENT AND DEFERRED TAX LIABILITIES (Continued)
EFA - PSP (B /4N 2 EEFE LN The deferred tax (credited) / charged to equity during the year is as follows:
oS
EERERIT Group and Bank 2003 2002
ERRERAN 2 AT ERE Fair value reserve in shareholders’ equity
—17EE (M aEH—) — premises (Note 31) 1,369 (524)
—ERFEEERENES (M) — non-trading securities (Note 31) (3,278) 14,783
(1,909) 14,259
EFERN BEMRBEERBEESE CGREH The movements in deferred tax assets and liabilities (prior to offsetting of balances
AR —ERB i 2 A& ER) ZA TS within the same taxation jurisdiction) during the year are as follows:
IEERIREE Deferred tax liabilities:
NERBHE TEEM REEMR
Accelerated tax Premises Investment A&t
depreciation revaluation revaluation Total
SERRT Group and Bank 2003 2002 2003 2002 2003 2002 2003 2002
—A—8 At 1st January 6,694 9,060 48,773 49,297 15,944 1,161 71,411 59,518
iy =Bt Credited to profit and
loss account (6,295) (2,366) - - - - (6,295) (2,366)
RN it/ (B =) Charged / (credited)
to equity - - 1,369 (524) (3,278) 14,783 (1,909) 14,259
+=ZA=1+—H At 31st December 399 6,694 50,142 48,773 12,666 15,944 63,207 71,411
EERIEEE © Deferred tax assets:
i Hith &5t
Provisions Others Total
SERRT Group and Bank 2003 2002 2003 2002 2003 2002
—A—H At 1st January 49,246 45,465 1,594 (432) 50,840 45,033
KBz AR Al Credited to profit and loss account 4,455 3,781 1,008 2,026 5,463 5,807
+=ZA=+—8 At 31st December 53,701 49,246 2,602 1,594 56,303 50,840
EERRIBEERBENYEREESAS EH Deferred tax assets and liabilities are offset when there is a legally enforceable
(TREST SN BN AR IE S E M BN AR B B & right to set off current tax assets against current tax liabilities and when the
R AE )15 54 18 B[R] — B S e i B R RS 5 ml o deferred income taxes relate to the same fiscal authority. The following amounts,
7o LATE%E KA FHYE  REaE determined after appropriate offsetting, are shown in the consolidated balance
ERERAIIR - sheet.
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(BB F T3 7R) (Expressed in thousands of Hong Kong dollars)
TR BHHEREZEHEEE@® 26. CURRENT AND DEFERRED TAX LIABILITIES (Continued)
EERERTT Group and Bank 2003 2002
IRIEFR IR & B Deferred tax assets (56,303) (50,840)
BERIBEEE Deferred tax liabilities 63,207 71,411
6,904 20,571
BEEABEABEUTSHE : The amounts shown in the balance sheet include the following:
T+ @Az & YE 2z Deferred tax assets to be recovered after
IRIETH TR & B more than 12 months (56,303) (50,840)
E+tZ@AZEBEEEREZ Deferred tax liabilities to be settled after
FEEFIE AR more than 12 months 63,207 71,411
6,904 20,571

Tt ERTHEBRS

R-FZE=F+—HA+=-0  ANRTEBHE
BN IS HAREET S - AARS RETE
BENBEBEXTZE&BERE (BB - %R
BREER - HAAERN S RERY
BEE ZERZERIMEAR/R-_ZT/\F
+—A+=R8  EENTREEREAZZRF
MEXHIEZEEREZAD 2HEK - &
IRITEHEED - tbE A B O 2R F1TE
AR —ZTNF+—H+=8 -
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27. ISSUED DEBT SECURITIES

On 12th November 2003, the Bank issued a US$4,000,000 structured note (the
“Note”) under its Euro Medium Term Note Program by way of a private
placement. The Note is unsecured and through an interest rate swap, the cost
of the Note is determined on floating rate basis. The Note has a final maturity
date on 12th November 2008 but is callable by the Bank when the cumulative
interest paid to noteholders reaches 5% of the Note amount. The earliest date
on which such callable arrangement may be triggered is 12th November 2004.

28. ASSETS PLEDGED

Included in the following balance sheet captions are assets pledged by the Group
and the Bank to secure short positions of treasury bills and other public sector
debt securities of the Group and the Bank which are subject to sale and repurchase
agreements (Note 25):

SEREBIT Group and Bank 2003 2002
HekmiEe (MEFE+=) Cash and short-term funds (Note 13) 5,328,118 240,189
BHIEEERENES FE+0 Trading securities (Note 16) 1,857,013 1,843,696
ERFIEEERABRNES E=1) Non-trading securities (Note 20) 289,384 5,344,741
7,474,515 7,428,626
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(BB F T3 R) (Expressed in thousands of Hong Kong dollars)

Th BEEXR 29. LOAN CAPITAL

SERET Group and Bank 2003 2002
FB7.5%R2011 FEIHAM & E IR 7.5% fixed rate subordinated bonds due 2011 970,388 974,831
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The loan capital having an original maturity of more than five years is raised by
the Bank for the development and expansion of its businesses.

Loan capital represents US$125,000,000 7.5% subordinated bonds qualifying
as Tier 2 capital of the Bank 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-years US Treasury rate plus 369.75 basis
points. The Bank 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.

=t KX 30. SHARE CAPITAL
R-BE=FR
—2E2-_F+-A=t—H
At 31st December
SERIET Group and Bank 2003 and 2002
EEB BT R Authorised, issued and fully paid:

8,000,000 & 3B - FIXEE 10078 T

Dah Sing Bank, Limited ® Annual Report 2003

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



