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(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 2002:

SSAP 1 (revised):  Presentation of financial statements

SSAP 15 (revised): Cash flow statements

SSAP 34 (revised): Employee benefits

The accounting policies set out below have taken into account the new SSAPs.

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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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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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.

In 2001 interest accrual for credit card receivables and consumer loans
managed on a portfolio basis which were overdue for three months or longer
continued during the delinquency period until the point of write off. Starting
2002 interest accrual for these loans 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. The effect of the retrospective
application of this new policy does not have any significant impact on the 2001
accounts and accordingly, no restatement of the previously reported figures
have been made.

ii) Fees and commission income

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

iii) Dividend income

Dividend income is recognised when the right to receive payment is established.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(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. 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.

(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.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Provisions for bad and doubtful debts (Continued)

In the case of unsecured personal bankruptcy loans, 100% specific provision is made
whenever bankruptcy petitions are filed against or by the borrowers and the loan
balance is immediately written off. In 2001, these loans were classified as Doubtful
with 100% specific provision made. The effect of the retrospective application of this
new policy does not have any significant impact on the 2001 accounts and
accordingly, no restatement of the previously reported figures have been made.

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.

(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.

() 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.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(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.

(I) Deferred taxation

Deferred taxation is 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 asset is expected to be payable or
receivable in the foreseeable future.

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

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

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

retained earnings and is shown as a movement in reserves.

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.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Investments in securities (Continued)
ii)  Trading securities

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

iii) Non-trading securities

Non-trading securities include debt securities held for liquidity purposes which
are held primarily to maintain the liquidity ratio as defined in the Fourth
Schedule of the Hong Kong Banking Ordinance and other debt and equity
securities 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 and the carrying amount of the relevant
security, together with any surplus / deficit transferred from the investment
revaluation reserve, is included in the profit and loss account.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(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.

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

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.

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.
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1.

(q)

PRINCIPAL ACCOUNTING POLICIES (Continued)

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)

139

Employee benefits
i) Employee leave entitlements

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

ii) Bonus plans

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

iii)  Pension obligations

The Group offers a mandatory provident fund scheme and a number of defined
contribution plans, the assets of which are generally held in separate trustee-
administered funds. These pension plans are generally funded by payments
from employees and by the relevant Group companies.

The Group’s contributions to the mandatory provident fund schemes and
defined contribution retirement schemes are expensed as incurred. Other than
mandatory provident fund contribution, the Group’s contributions may be
reduced by contributions forfeited by those employees who leave prior to
vesting fully in the contributions.
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1. PRINCIPAL ACCOUNTING POLICIES (Continued)
(r) Employee benefits (Continued)
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.

(s) 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.

(t) Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash and cash equivalents
comprise balances with less than three months’ maturity from the date of acquisition
including cash, balances with banks and other financial institutions, treasury bills and
certificates of deposit.
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= FEWA 2. INTEREST INCOME
2002 2001
EmEEF BUA Interest income on listed investments 164,873 171,545
JEETIRE FI B U A Interest income on unlisted investments 416,155 413,165
H b F B A Other interest income 1,928,177 2,558,951
2,509,205 3,143,661
= HEERA 3. OTHER OPERATING INCOME
2002 2001
AR 7% & AR WA Fees and commission income 440,481 393,435
TR - RIS E RAS Less: Fees and commission expense (81,649) (93,101)
FARTE B R AR WA Net fees and commission income 358,832 300,334
HINE B BOF Net gain from foreign exchange trading 33,968 35,458
HIEEERENFESR R Net gain from trading securities
PTAET B Fla=s and derivatives 90,447 43,439
ERERE 2 KRB A Dividend income from investments in securities
L& Listed investments 327 3,548
JEEMITE Unlisted investments 13,611 17,282
KEMFE 2B R AL Gross rental income from investment properties 13,709 14,681
HFE S WA Other rental income 4,669 4,279
HAth Others 5,790 17,325
521,353 436,346
g~ &EZH 4. OPERATING EXPENSES
2002 2001
AEER (BRIEESHD) (MR Staff costs (including directors’ remuneration) (Note 5) 467,476 466,651
1TEE R E A& E & E Premises and other fixed assets
TEZHE® Rental of premises 40,436 42,779
Hih Others 54,715 72,558
e Depreciation 56,577 59,154
1% X Al B <& Auditors’ remuneration 1,767 1,783
Hfth & 3&E sz Other operating expenses 158,141 193,197
779,112 836,122

REBONTEZHSERESET
F=FRMKREIZHSHA -

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

sub-lease agreements with third parties.
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i ASEEH 5. STAFF COSTS
2002 2001
R TE Wages and salaries 437,688 445,244
R ER1E Termination benefits 3,393 -
RN —FREM-RGHE Pension costs — defined contribution plans 26,395 21,407
467,476 466,651
N~ EEER RIREAERR 6. CHARGE FOR BAD AND DOUBTFUL DEBTS
2002 2001
IR R R EFAR Net charge for bad and doubtful debts
5 TR A A i 1B Specific provisions charged
— FTIG AR — new provisions 693,476 462,381
— EhBR — releases (14,440) (30,716)
— = — recoveries (27,591) (17,038)
651,445 414,627
— AR AEME S/ (B [E0) General provisions charged / (written back) 17,037 (9,837)
B RRIFZ N Net charge to profit and loss account 668,482 404,790
AR M RAREM (MI5E )V Provisions for bad and doubtful debts (Note 18) 668,482 401,134
e AR 2 ERRIEEE Impairment loss on investments in associates
(Mg st —) (Note 21) - 3,656
668,482 404,790

+ - HE/EGBEEEFSE

7. NET LOSS ON DISPOSAL / REVALUATION OF FIXED ASSETS

2002 2001

BEYFEEHRE Deficit on revaluation of investment properties 32,528 =
TEEGBE Deficit on revaluation of premises - 10,830
H & M EE A EEE Loss on disposal of other fixed assets 4,313 457
36,841 11,287
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N> HEEEZHRFEFER
ERBRE S BN

8. NET GAIN ON DISPOSAL OF HELD-TO-MATURITY AND
NON-TRADING SECURITIES

2002 2001
HERZIEBREREDEHFES Net gain on disposal of held-to-maturity securities and
W EERFEERASE transfers of held-to-maturity securities
HEFF I GE) to non-trading securities (Note) 71,009 159,384
HEEFEE B Agm & H Fla Net gain on disposal of non-trading securities 5,734 10,551
76,743 169,935

B
AEEEEETBIERT Bk - Ak
BERKMERREMEE  UEREHR
BEETHOER - MHEREBES
BB % o B A NE HRSR 4T R S TS AR R R
BT EEEEE S (RRE ReRENE
| (f3E+2)h 2 MEES) - FaES
BRERARTREZ HEEES B
EFIET AR ERERRNES -

h- EEME

Note:

The disposal and transfer of held-to-maturity securities 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.

9. DIRECTORS’ EMOLUMENTS

2002 2001

we Fees 210 200
e BE - BEYANZREAMER Salaries, housing, benefits in kind and other allowances 50,876 49,235
BIREEF Pensions 1,634 1,801
52,720 51,236

Bt BN BT R AR 2 &
@ WIRRITEE B RAH@ERE
RAB(TRFTE R D 2 BEE W
BEBBEIRETEEIEHEE
E o RNFR - ETEFEGSRA
10,395,000 %7t (2001: 4,790,500
T0) Z BRI REERER 2

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 most
practicable closing market price of shares of Dah Sing Financial Holdings Limited
("DSFH") upon exercise of the options and the pre-determined exercise price of the
option shares. During the year, share option benefits amounting to HK$10,395,000
(2001: HK$4,790,500) had been received by certain Directors.
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B ﬁ%ﬂxf/‘“%\l;‘% 550,000 A%
(2001: 1,250,0000%) % 150,0008%
(2001: 150,000%) =~ RRZHEARETT
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9. DIRECTORS’ EMOLUMENTS (Continued)

In addition to the above emoluments, options to purchase 550,000 (2001:
1,250,000) and 150,000 (2001: 150,000) shares of DSFH granted to certain Directors
on 3rd April 2000 and 12th June 2000 respectively remained outstanding as at 31st

December 2002. 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 3rd April 2000 and 12th June 2000 have an

exercise price of HK$26.28 and HK$30.41 per share respectively.

10. TAXATION

Hong Kong profits tax has been provided at 16.0% (2001: 16.0%) on the estimated

assessable profit for the year.

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

represents:
2002 2001
REE T ERAREBRISH Hong Kong profits tax on estimated
assessable profit for the year 116,603 151,426
IR BREESBRE MG Attributable share of estimated Hong Kong
BAEFISHEE profits tax losses arising from investments
in limited partnerships (116,264) (136,843)
339 14,583
BREMEES B E M Investments in limited partnerships written off 91,248 102,756
91,587 117,339
BIEFEBRRRE Over-provision in prior years (15,178) -
REFRTE () Deferred taxation (Note 27) 15,178 =
91,587 117,339

REWZ BRETABRAGRES
AR IR B SR A 2 B FaE 2
GESTCR

N7 £ AE {A] BB KR AE B TE AR JE R IR 2
1%0

The Group’ 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.
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KR EERITH MR A " Dah Sing Bank, Limited

11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The profit attributable to shareholders is dealt

with in the accounts of the Bank to the

extent of HK$793,641,000 (2001: HK$923,857,000).

T=- RE 12. DIVIDENDS
2002 2001
BR A HARR B & A%25.00/8 7T Interim, paid, of HK$25.00 (2001: HK$25.00)
(2001: 25.0077T) per share 200,000 200,000
—TET=F=HA=HHEIRREPRE Final, proposed on 3rd March 2003, of HK$30.00
&R%30.00/ 7T (2001: —ZTZT —4F (2001: proposed on 4th March 2002,
= AW B #K AR S & /%30.0047T) of HK$30.00) per share 240,000 240,000
440,000 440,000
+= REeEkEHES 13. CASH AND SHORT-TERM FUNDS
55 8R1T
Group Bank
2002 2001 2002 2001
He RIERITR Cash and balances with banks and other
Hfth & S 45 &4 financial institutions 394,876 1,065,353 394,768 1,070,013
PPN SRR Money at call and short notice 2,645,305 2,525,395 2,645,305 2,550,395
B E &% (B IEINE Treasury bills (including Exchange
ESZE) (MzEM=D) Fund Bills) (Note 32) 5,595,710 3,127,119 5,595,710 3,127,119
8,635,891 6,717,867 8,635,783 6,747,527
SEERRIT Group and Bank 2002 2001
HHZEEGESHTWT ¢ An analysis of treasury bills held is as follows:
RIEEERENGFES - BRATFE Trading securities, at fair value
—3EET™ — Unlisted 248,680 536,016
BERHES - W HEK A Held-to-maturity securities, at amortised cost
— #L 3] — Unlisted 5,347,030 2,591,103
5,595,710 3,127,119
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o EFFRE

14. TRADE BILLS

EE KRBT Group and Bank 2002 2001
BE5EER Trade bills 582,268 541,056
—RZEME (10 General provision (Note 18) (5,822) (5,411)
576,446 535,645
+H - FENEFERE 15. CERTIFICATES OF DEPOSIT HELD
EERRIT Group and Bank 2002 2001
FRHEEBERENRS  BATE Non-trading securities, at fair value
(MFsEH =) (Note 32)
—JEET — Unlisted 455,137 -
BHEIEE S - R Held-to-maturity securities, at amortised cost
(MFsEH =) (Note 32)
—JEET — Unlisted - 524,766
455,137 524,766
+x - BFEEBERZNES 16. TRADING SECURITIES
EEREIT Group and Bank 2002 2001
BAFE : At fair value:
BEES (M=) Debt securities (Note 32)
—&B/EEm — Listed in Hong Kong 1,198,309 1,727,877
—3EET — Unlisted 1,299,554 1,251,878
2,497,863 2,979,755
EmEEH Equity securities
—&BAEm — Listed in Hong Kong 74 500
2,497,937 2,980,255
HIEEBERSNBEFIRETT Trading securities are analysed by
BRI ST : issuer as follows:
— R R A AR R ERTT — Central governments and central banks 1,188,628 1,987,615
— N — Public sector entities 1,219,997 992,232
— RIT R EAM S mEE — Banks and other financial institutions 89,312 -
— 1% — Corporate entities - 408
2,497,937 2,980,255
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Tt ZFEFEFERKREMERE 17. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

(a) Advances to customers and other accounts:

£H SRAT
Group Bank
2002 2001 2002 2001
Z2HEEPFPER (MsEH =)  Advances to customers (Note 32) 27,661,272 28,882,677 27,661,272 28,826,610
LR R R AR Provisions for bad and doubtful debts
Bk (i sE+0 Specific (Note 18) (219,380) (305,223) (219,380) (304,999)
—p& (B EE+)V) General (Note 18) (275,967) (259,306) (275,967) (258,748)
27,165,925 28,318,148 27,165,925 28,262,863
JEETF] B Accrued interest 402,492 363,349 402,492 363,524
HAMAR B Other accounts 1,218,900 937,603 1,214,370 928,688
E bR B 245 Provisions against other accounts
— & (fEaE+0 General (Note 18) (86) (121) = =
1,621,306 1,300,831 1,616,862 1,292,212
28,787,231 29,618,979 28,782,787 29,555,075
(Z) BEFHTEITEZX LT - (b) Non-performing loans to customers are analysed as follows:
£H R1T
Group Bank
2002 2001 2002 2001
BEHTEITER Non-performing loans to customers 461,661 602,714 461,661 602,490
iR Y Specific provisions (199,844) (264,116) (199,844) (263,892)
261,817 338,598 261,817 338,598
B AR T B Amount of interest in suspense 34,338 53,123 34,338 53,123
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T+t BEEFERREMEER @ 17. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
(Continued)
(Z) BEFTEBITEMRTHLUT : (b) Non-performing loans to customers are analysed as follows:
(&, (Continued)

TRITERTIEPHER R B ZF
SEBRABKRHEFLERFANENE

e
N e

BENTBITERMAERERAIRIT
ZERERFENMREEA1.67% (2001:

2.09%) °

UA_EAFIREE B E B A BB R KR
mRt+—A=+—RZEE-

placed in suspense or on which interest accrual has ceased.

advances to customers of the Group and of the Bank.

collateral in respect of such advances as at 31st December.

Non-performing loans are loans and advances to customers on which interest is being

Non-performing loans to customers represent 1.67% (2001: 2.09%) of total

The above specific provisions were made after taking into account the value of

(A) EEEFEMOIEMEHAEE (c) Advances to customers include finance lease receivables, analysed as
WER » ZHTZ0T - follows:
£H $R1T
Group Bank
2002 2001 2002 2001
WEEMEREZ Gross investment in finance leases, receivable:
U BRARRE -
—F A Not later than one year 1,400,569 1,456,879 1,400,569 1,421,026
—FLEERF Later than one year and not later
than five years 1,677,620 1,792,684 1,677,620 1,765,659
RAEMALE Later than five years 1,774,732 1,531,433 1,774,732 1,531,433
4,852,921 4,780,996 4,852,921 4,718,118
mERE ZIEL Unearned future finance income
KR EE WA on finance leases (999,260) (962,387) (999,260) (955,576)
MEREFEEE Net investment in finance leases 3,853,661 3,818,609 3,853,661 3,762,542
REMEEFIREHR The maturity of net investment in finance leases is analysed as follows:
2T
—F AN Not later than one year 1,197,423 1,229,464 1,197,423 1,198,366
—FAEERF Later than one year and not later
than five years 1,339,191 1,449,173 1,339,191 1,424,204
AFE Later than five years 1,317,047 1,139,972 1,317,047 1,139,972
3,853,661 3,818,609 3,853,661 3,762,542
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Tt BEEFERREMEE @) 17. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS
(Continued)
(A) SEBEFEXOIEMEHAEE (c) Advances to customers include finance lease receivables, analysed as
WER » AT © (48) follows: (Continued)
RIZEZE_F+_H=+—HBHEE There is no unguaranteed residual value included in the gross investment in finance
PA_E 8Bl TR & 2 15 8 48 7E A N0 fE A leases above as at 31st December 2002 (2001: Nil).

ERFIEREE (2001 ¢ £) -

AEEBERKRRITR _FEZ_F+_H The allowance for uncollectable finance lease receivables included in the provision for
=+ —HEREEEEBIEAREM loan losses as at 31st December 2002 for the Group and the Bank amounted to
B AT ) E W ERER LEHE - 9 5] HK$29,166,000 (2001: HK$37,152,000) and HK$29,166,000 (2001: HK$36,928,000)
/529,166,000 (2001 : respectively

37,152,000 7t) % 29,166,000 7T
(2001: 36,928,000/ 7T) ©

+ N\~ IHERR RERESE 18. PROVISIONS FOR BAD AND DOUBTFUL DEBTS
Provisions for bad and doubtful debts BRRE
45 2k — & &%t Suspended
£H Group Specific General Total Interest
— == —F—H—H At 1st January 2002 305,223 264,838 570,061 53,123
bR 2B Amounts written off (764,879) - (764,879) (26,497)
Uiz [B] 7% 4F B Hifi bR Recoveries of advances written
ZEBR off in previous years 27,591 - 27,591 -
R8s BR A2 AT Charge to profit and loss account
(MFaE7<) (Note 6) 651,445 17,037 668,482 -
FRBRHE Interest suspended during the year - - - 7,712
—EE-F+=-H=+—H At31st December 2002 219,380 281,875 501,255 34,338
R - Deducted from:
B ZEE M&FE+m) Trade bills (Note 14) - 5,822 5,822
FHEBEFEXK Advances to customers
(FizE++ () (Note 17(a)) 219,380 275,967 495,347
FEETHFI B R EAb AR B Accrued interest and
(MsE++ () other accounts (Note 17(a)) = 86 86
219,380 281,875 501,255

149




13

Notes to the Accounts

+ 0\~ IR RERYEME @)

KEERITHE MR 2 " Dah Sing Bank, Limited

18. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (Continued)

HIRE RIRERE
Provisions for bad and doubtful debts & F| &
45 2k — & &%F Suspended
RAT Bank Specific General Total Interest
—ZEE-F—H—H At 1st January 2002 304,999 264,159 569,158 53,123
iR B8 Amounts written off (764,660) - (764,660) (26,497)
U B4 F B #iBR Recoveries of advances written off
ZER in previous years 23,887 - 23,887 -
JinEi= End b B Charge to profit and loss account 655,154 17,262 672,416 -
EEIERYEE NI YN Transfer from the business of a subsidiary - 368 368 -
FRNBRHE Interest suspended during the year - - - 7,712
—EE-F+=-H=+—H At31st December 2002 219,380 281,789 501,169 34,338
R - Deducted from:
B 5 EE HsE+m) Trade bills (Note 14) - 5,822 5,822
SHEBEFEXK Advances to customers
(Fi=sE++ () (Note 17(a)) 219,380 275,967 495,347
219,380 281,789 501,169
BOR KRR EME
Provisions for bad and doubtful debts BRIR T B
(SRS — =1 Suspended
£HE Group Specific General Total Interest
—ZEZE—F—H—H At 1st January 2001 223,001 274,675 497,676 63,019
Hifi Br BE Amounts written off (345,787) - (345,787) (29,713)
U B4 F B #iBR Recoveries of advances written off
ZEXR in previous years 17,038 = 17,038 =
I8 o IR A2 A~/ (B E1) Charge / (write back) to profit
(MFsE7S) and loss account (Note 6) 410,971 (9,837) 401,134 =
FRNBRHE Interest suspended during the year - - - 19,817
—EZ—F+_-F=+—H At31st December 2001 305,223 264,838 570,061 53,123
R - Deducted from:
252 (fHE+m) Trade bills (Note 14) - 5,411 5,411
SHEBEFEXK Advances to customers
(Fi=sE++ () (Note 17(a)) 305,223 259,306 564,529
FEEHFI B R EMERE Accrued interest and other
(P zE++ () accounts (Note 17(a)) = 121 121
305,223 264,838 570,061
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18. PROVISIONS FOR BAD AND DOUBTFUL DEBTS (Continued)

AR M R IRYE(E
Provisions for bad and doubtful debts BIR T B
LS —R& &5t Suspended
R1T Bank Specific General Total Interest
—ZEZE—F—H—H At 1st January 2001 217,729 273,400 491,129 63,019
fifk Br ®E Amounts written off (329,716) - (329,716) (29,713)
Uiz [ 7% 4F B Hifi bR Recoveries of advances written off
ZEX in previous years 41,936 = 41,936 =
P18 75 AR A S A1/ (B [ED) Charge / (write back) to profit
and loss account 375,050 (9,241) 365,809 -
FRBRHE Interest suspended during the year - - - 19,817
—ZEET—F+=A=+—H At 31st December 2001 304,999 264,159 569,158 53,123
HUR R - Deducted from:
BS2E (MsE+m) Trade bills (Note 14) = 5,411 5,411
BIEE P & (M sE+ £ () ) Advances to customers (Note 17(a)) 304,999 258,748 563,747
304,999 264,159 569,158
+h ~ EFERHRES 19. HELD-TO-MATURITY SECURITIES
SEERRIT Group and Bank 2002 2001
—B—BH&"F Balance as at 1st January 4,433,955 7,106,084
YTk iy Amortisation of discount 8,270 84,900
b4 Additions 3,827,848 6,814,901
(iR Repayments (685,806) -
AFERNHENES TN Securities disposed of during the year (Note 8) (7,584,267) (9,571,930)
+-—BA=+—H8#%&""=F Balance as at 31st December - 4,433,955
EES - RN Listed securities, at amortised cost
—&F LM — Listed in Hong Kong — 1,766,591
— BB ET — Listed outside Hong Kong - 1,170,770
- 2,937,361
JELTHES - HREHK AR Unlisted securities, at amortised cost - 1,496,594
- 4,433,955
EHREENTE Market value of listed securities - 2,914,530
R BB SR TEELER Held-to-maturity securities are analysed by issuer
DT ¢ as follows:
— R RBAT AR RERTT — Central governments and central banks - 1,766,591
—RNEE — Public sector entities - 204,043
—RIT R E A SR — Banks and other financial institutions — 2,322,599
i — Corporate entities - 140,722
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20. NON-TRADING SECURITIES

KEERITHE MR 2 " Dah Sing Bank, Limited

EE KRBT Group and Bank 2002 2001
BAFE : At fair value:
BEES (M=) Debt securities (Note 32)
—&BAEm — Listed in Hong Kong 2,343,957 842,346
— BB LASN ETR — Listed outside Hong Kong 6,146,886 846,752
—3JEETH — Unlisted 7,366,438 4,127,889
15,857,281 5,816,987
EmEESH Equity securities
—&BAEm — Listed in Hong Kong 2,879 18,149
—JEET — Unlisted 814 121,740
3,693 139,889
15,860,974 5,956,876
SEERRIT Group and Bank 2002 2001
EFFEE B AR m B HIREETT Non-trading securities are analysed
MBI ST by issuer as follows:
— R R AT A AR R ERTT - Central governments and central banks 6,729,179 1,190,173
— N — Public sector entities 1,740,652 1,400,484
—IR1T R E M s — Banks and other financial institutions 4,404,462 521,198
— b — Corporate entities 2,985,228 2,843,568
— HAth — Others 1,453 1,453
15,860,974 5,956,876
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T— - BEARRE 21. INVESTMENTS IN ASSOCIATES
£H $R1T
Group Bank
2002 2001 2002 2001
JELETARG - K AN Unlisted shares, at cost - 90,000 - 90,000
FEMR U BB 14 R i Share of post-acquisition reserves - 18,520 - =
B & 1B Impairment loss - (3,656) - -
EIEFEE Share of net assets - 104,864 - 90,000
s 2 7% =] Amount due from an associate = 2,513 = 2,513
FE (ST 5 R B SR8 Amount due to an associate - (7,511) - (7,511)
- 99,866 - 85,002

E-TT-F-A+NA  AEEH
FR B RR SR T IR ik H E AN B
BRI BER AR TESZ=TH
P o EITIRIT REMTE A RN FR
ITEBMEMBRRTS - XEN=F
T_F_A-+=—BA%K - WS
/105,165,000 7T & H & AT 15 2 %
A1,613,0007%8 TTHE Al F Z PR 1ER IR
BEREERREEE_ZTT_FE

7
o ©

T= - HEEZEFEERE

On 19th February 2002, the Group reached an agreement with China Construction
Bank to dispose of its remaining 30% interest in Jian Sing Bank Limited and its
subsidiaries which are engaged in banking and other related services. The transaction
was completed on 22nd February 2002. The consideration received was
HK$105,165,000 and a gain on disposal of HK$1,613,000 after writing back the
provision for impairment loss made in last year was recognised in 2002.

22. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

£H: Group 2002 2001
3Eiﬁﬁﬁ1ﬁ C IR Unlisted shares, at cost 20,000 20,000
I E 88 2 BRI AR Loan receivable from a jointly controlled entity 31,000 27,000
51,000 47,000
FEAR UL BB 12 (5 & Share of post-acquisition reserves (26,000) (20,000)
25,000 27,000

$R1T Bank 2002 2001
JFEEMRGD - LA Unlisted shares, at cost 20,000 20,000
B EIE 2 Provision for impairment loss (20,000) (20,000)
HFEEGIE 2 B E AR Loan receivable from a jointly controlled entity 31,000 27,000
AR & R AR X Provision for bad and doubtful debts (6,000) =
25,000 27,000
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22. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
(Continued)

The following are the jointly controlled entities as at 31st December 2002:

R FEFE R AR B, HEEEZBED L
=B Place of Principal activities and Percentage of
Name incorporation place of operation interest in ownership
EREGIZEAR B BR A A BB KEER - B
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%

REAFRKRSTEF
REEERRAF] B ZRE AR - BE
Bank Consortium Trust Company Limited Hong Kong Trustee and custodian services for 13.333%

REBERBIERBR AR 2D
RNIRTTEZFFH - MIREBHEEARA
AT RIREHER AR AT 2 2 & M

AR ¢

T=- MEIRAKRE

retirrment 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.

23. INVESTMENTS IN SUBSIDIARIES

8R1T Bank 2002 2001
JELETRR G - KA Unlisted shares, at cost 19,077 19,077
FE UK B A R FRIE Amounts due from subsidiaries 9,068 9,049
FETHI B A =58 Amounts due to subsidiaries (200) (200)
27,945 27,926

BB A R 2 e W/ S SR TR 1S £ 4
o 2B MBI EERHR -

The amounts due from / to subsidiaries are unsecured, interest free and have no fixed

repayment terms.
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= WEBQARRE® 23. INVESTMENTS IN SUBSIDIARIES (Continued)
R-ZEZE—F+—_A=+—HHEE The following is a list of principal wholly-owned subsidiaries as at 31st December
2EMBARWT : 2002:
AEff /R i B BRTEBERRA

NE BB TEEH Place of incorporation / Particulars of issued
Name of company Principal activity operation ordinary shares
RETEHR AR Emay B
Dah Sing Finance Limited Dormant Hong Kong HK$25,000,000

REZR B
Dah Sing Properties Limited Investment holding Hong Kong HK$10,000
RIEEERAT RIB AR BB
Dah Sing Nominees Limited Nominee services Hong Kong HK$100,000
AEMEREBRAR] MERE Bt
Dah Sing Property Agency Limited Property agency Hong Kong HK$100,000
A RBRREBRAA Ripz2 Bt
Dah Sing Insurance Agency Limited Insurance agency Hong Kong HK$500,000
RETERAGERRA EmEk Bt
Dah Sing Computer Systems Limited Dormant Hong Kong HK$20
AAREEERE AR A Rz &4 B
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong HK$200,000
HERERRAA MERE Bt
Vanishing Border Investment Services Limited Property investment Hong Kong HK$20

A ERBIEZBEARITRE °
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The above companies are all directly held by the Bank.



