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YBEETIIAT HK$ Million 2009 2010 2011 2012 2013
kREs Shareholders’ funds 10,547 12,968 13,673 15,390 16,701
{&lBES Subordinated notes 4,602 4,644 3,654 3,936 3,722
ZPEH Deposits from customers 88,370 96,127 111,629 116,527 128,220
BEINEHE Certificates of deposit issued 2,060 4,746 3,164 5,752 6,133
Fhes Total deposits 90,430 100,873 114,793 122,279 134,353
RESE Total liabilities

(BfERERER) (including subordinated notes) 108,242 124,898 139,803 150,391 160,296
XFER Advances to customers

(TREESER) (excluding trade bills) 56,817 71,900 80,867 86,174 97,978
EERE Total assets 121,350 141,054 157,047 169,692 181,330
R (R Profit attributable to shareholders 657 1,057 1,070 1,301 1,498
2ERERE Total dividend distribution - 304 313 350 362
AT HK$
BREAKEF (F2) Basic earnings per share (Note 2) 242 3.85 3.66 442 5.05
BRRE Dividends per share - 1.06 1.07 1.18 1.22
e Note:
1. AEBEH2013F1 A1 BRRGEITES KRR 1. The Group has elected to change the accounting policy for its premises

EHEENRELRARLEESFEIE - W8

BERAAULER] KB L RBFEIRERE -

2. 2009 F E 2012 FHREARRF O 5 il B 1T

EZEHHREE ZHZBTIAES -

AremEEFRAR |

from revaluation to historical cost based accounting with effect from
1 January 2013, and has applied this change in accounting policy
retrospectively with consequential restatements of the comparative
figures.

2. Basic earnings per share for 2009 to 2012 have been restated to take
into account the effects of the change in accounting policy in respect of
premises described above.
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Mr. David Shou-Yeh Wong
Chairman

Aged 73. Appointed as the Chairman of the Company in 1987.
Chairman of Dah Sing Banking Group Limited (“DSBG”), Dah Sing
Bank, Limited (“DSB”), Banco Comercial de Macau, S.A., Dah Sing
Life Assurance Company Limited (“DSLA”), Dah Sing Insurance
Company (1976) Limited, Macau Insurance Company Limited, Macau
Life Insurance Company Limited, New Asian Shipping Company,
Limited and various other companies. Currently a member of the
Nomination and Remuneration Committee of both the Company and
DSBG. Honorary President of Hong Kong Guangdong Chamber of
Foreign Investors and Guangdong Chamber of Foreign Investors.
Member of The Hong Kong Association of Banks, The Chinese
Banks Association Limited and The Hong Kong Shipowners
Association. Vice President of The Hong Kong Institute of Bankers.
General Committee Member of The Chamber of Hong Kong Listed
Companies. Mr. Wong has over 45 years of experience in banking and
finance. Father of Mr. Harold Tsu-Hing Wong, the Managing Director
and Chief Executive of DSBG, Vice Chairman of DSB and DSLA, and
an Executive Director of the Company’s other key operating banking

and insurance subsidiaries.

Mr. Robert Tsai-To Sze
Independent Non-Executive Director

Aged 73. Appointed as an Independent Non-Executive Director of the
Company in 1997. Also an Independent Non-Executive Director of
Dah Sing Banking Group Limited (“DSBG”), Dah Sing Bank, Limited,
Dah Sing Bank (China) Limited and Dah Sing Life Assurance Company
Limited. Currently the Chairman of the Audit Committee and the
Nomination and Remuneration Committee of both the Company and
DSBG, and a non-executive Director to a number of Hong Kong listed
companies as set out below. Fellow of The Institute of Chartered
Accountants in England and Wales and The Hong Kong Institute of
Certified Public Accountants. Mr. Sze was a former partner of an
international firm of accountants with which he practised for over 20

years.

Apart from the Company and DSBG, Mr. Robert Sze also holds/held
directorships in other Hong Kong listed companies during the last
three years, namely, China Travel International Investment Hong Kong
Limited, Hop Hing Group Holdings Limited, Min Xin Holdings Limited,
Nanyang Holdings Limited, Sunwah Kingsway Capital Holdings
Limited, Asia Satellite Telecommunications Holdings Limited (retired
in June 2013) and QPL International Holdings Limited (retired in
September 2013).
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Mr. Lon Dounn (Lonnie Dounn)
Independent Non-Executive Director

Aged 61. Appointed as an Independent Non-Executive Director, a
member of the Audit Committee of the Company and the chairman
of Risk Management and Compliance Committee of Dah Sing Bank,
Limited in April 2012. Also an Independent Non-Executive Director of
Dah Sing Banking Group Limited between December 2010 and March
2012. Mr. Dounn has over 30 years of extensive experience in the
banking industry and had assumed various senior executive positions
in credit and risk management in a number of banks, including HSBC
and Bank of China.

Mr. Seiji Nakamura
Independent Non-Executive Director

Aged 71. Appointed as an Independent Non-Executive Director
and a member of the Nomination and Remuneration Committee of
the Company in June 2012. Also an Alternate Director to two Non-
Executive Directors of the Company during 1998 to 2003. Joined
Mitsui O.S.K. Lines, Ltd. (“MOL”) in 1965. Assumed various senior
positions of MOL before appointed as the President of MOL Ferry
Co., Ltd. in 20083. Appointed as an External Director of Kurita Water
Industries Ltd. which is listed in Tokyo Stock Exchange in June
2013. Mr. Nakamura has over 40 years of extensive experience in
the shipping industry, in addition to the 5 years’ financial sector and
regulatory experience as a member of the Policy Board of the Bank of
Japan during April 2007 to April 2012.

Dr. Yuan Shu
Independent Non-Executive Director

Aged 64. Appointed as an Independent Non-Executive Director and
a member of the Nomination and Remuneration Committee of the
Company in December 2012. Also an Independent Non-Executive
Director of Dah Sing Bank (China) Limited. Currently the Dean and
Professor of Economics of the International Business School of Sun
Yat-Sen University, Vice Chairman of the Board of Trustees of Lingnan
(University) College of Sun Yat-Sen University, and the Chairman of
the Board of Zhongda Venture Capital Limited. Dr. Shu has over 37
years of extensive experience in the academic sector in Mainland
China and overseas, and also rich international exposure and active
involvement in business and investment.
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Mr. Blair Chilton Pickerell
Independent Non-Executive Director

Aged 57. Appointed as an Independent Non-Executive Director
and a member of the Audit Committee of the Company in June
2018. Currently the Chairman, Asia of Nikko Asset Management
Company, which he joined in 2010. Mr. Pickerell joined Jardine
Matheson Holdings Group in 1984 and held various positions in
Jardine Matheson Holdings Group, including as general manager of
Jardine Fleming Taiwan, president of Taiwan International Securities
Corporation, development director of Mandarin Oriental Hotel Group,
general manager of Jardine Fleming Unit Trusts, and managing
director of Jardine Pacific Limited. From 1999 to 2002, he was
managing director of JF Asset Management Limited. He also served
as chairman of JF Funds Limited during part of that time. In 2003, he
joined HSBC Investments (Hong Kong) Limited as the chief executive
officer, Asia Pacific. From 2007 to 2010, he served as managing
director and CEO, Asia, of Morgan Stanley Investment Management.
Mr. Pickerell is a court member of The University of Hong Kong, a
vice patron of The Community Chest of Hong Kong and a director of
Harvard Business School Association of Hong Kong.

Mr. Hidekazu Horikoshi
Non-Executive Director

Aged 52. Appointed as a Non-Executive Director of the Company in
August 2012. Joined The Bank of Tokyo, Ltd. (now becomes The Bank
of Tokyo-Mitsubishi UFJ, Ltd. (“BTMU”) after several mergers in a
decade completed in 2006) in 1984. Assumed various senior positions
in BTMU mainly responsible for corporate and strategic planning
and development in the different regions including Asia, Europe
and the Americas before appointed as the Executive Officer and
General Manager of European Business Division in London in 2011.
Currently the Executive Officer, Regional Head for Hong Kong and
General Manager of BTMU Hong Kong Branch. Former Non-Executive
Director of Chong Hing Bank Limited. Mr. Horikoshi has over 29 years
of experience in banking, mainly in corporate and strategic planning
and development.
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Mr. Takashi Morimura
Non-Executive Director

Aged 61. Appointed as a Non-Executive Director of the Company in
December 2011. Joined The Bank of Tokyo, Ltd. (now becomes The
Bank of Tokyo-Mitsubishi UFJ, Ltd. (“BTMU?”) after several mergers
in a decade completed in 2006) in 1975. Served and managed
various divisions in BTMU before appointed as the Senior Managing
Executive Officer and the Chief Executive Officer for Europe, Middle
East and Africa in 2009. Currently, the Deputy President and the Chief
Executive Officer of Global Business Unit of BTMU and the Managing
Officer and the Group Head of Integrated Global Business Group of
Mitsubishi UFJ Financial Group, Inc. Mr. Morimura possesses over 35
years of experience in corporate banking and finance.

Mr. John Wai-Wai Chow
Non-Executive Director

Aged 64. Appointed as a Director in 1994 and currently a Non-
Executive Director of the Company. Served as a member of Audit
Committee of the Company from May 2011 to June 2013. Managing
Director of Winsor Industrial Corporation Limited, Executive Director
of Wing Tai Properties Limited and Non-Executive Director of ARA
Trust Management (Suntec) Limited (manager of the Singapore-listed
Suntec Real Estate Investment Trust). Former Managing Director of
Winsor Properties Holdings Limited (now renamed as Vanke Property
(Overseas) Limited). Mr. Chow has over 30 years of experience in
textile, garment and property business.

Mr. Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive

Aged 61. Appointed as a Director in 1993 and promoted as the
Managing Director of the Company in January 2002. Joined Dah Sing
Bank, Limited (“DSB”), a key operating subsidiary of the Company’s
banking group, in 1977 and has served and managed various
departments before appointed as a Director in 1989 and Managing
Director in 2000. Promoted as Vice Chairman of DSB and Dah Sing
Banking Group Limited (“DSBG”) in April 2011. Currently a member of
the Nomination and Remuneration Committee of both the Company
and DSBG. Chairman of Dah Sing Bank (China) Limited and a director
of various major subsidiaries of the Group. Director of Great Wall Life
Insurance Company Limited, and a non-executive Director and Vice
Chairman of Bank of Chongging Co., Ltd. in which the Group has a
17% equity interest in its H shares listed in Hong Kong. Associate of
The Institute of Bankers (U.K.), Founder Member of The Hong Kong
Institute of Bankers and The International Retail Banking Council of
the U.K. Mr. Wong has over 35 years of experience in banking.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Mr. Gary Pak-Ling Wang
Executive Director

Aged 53. Appointed as an Executive Director of the Company in 2001.
Joined Dah Sing Bank, Limited (“DSB”), a key operating subsidiary
of the Company, as the Group Financial Controller in 1995 and was
promoted as a Director in 1997, responsible for the overall financial
management and control, operations and IT functions of the Group
for a number of years since then. Promoted as the Managing Director
and Chief Executive of DSB in May 2011. Also a Director of Dah
Sing Banking Group Limited, Banco Comercial de Macau, S.A., Dah
Sing Bank (China) Limited and Dah Sing Life Assurance Company
Limited. Qualified accountant, Fellow of The Association of Chartered
Certified Accountants of the U.K. and member of the Hong Kong
Institute of Certified Public Accountants. Mr. Wang has over 25 years
of experience in financial management and banking.

Mr. Nicholas John Mayhew
Executive Director

Aged 46. Joined the Company in 1998 and currently an Executive
Director of the Company, Dah Sing Life Assurance Company Limited,
Macau Insurance Company Limited, Macau Life Insurance Company
Limited, Dah Sing Bank, Limited (“DSB”) and Dah Sing Bank (China)
Limited. Deputy Chief Executive of DSB, and Head of Treasury and
Corporate Finance of DSB, responsible for its treasury and corporate
finance activities. Mr. Mayhew has over 24 years of experience in
financial services both in the U.K. and Hong Kong.
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Mr. Muneo Kurauchi
Alternate Director to Mr. Takashi Morimura

Aged 59. Appointed as an Alternate Director to Mr. Takashi Morimura,
a Non-Executive Director of the Company, in August 2013. Currently
the Senior Managing Executive Officer, Deputy Chief Executive, Chief
Executive Officer for East Asia of the Global Business Unit of The
Bank of Tokyo-Mitsubishi UFJ, Ltd., a wholly-owned commercial
banking subsidiary of Mitsubishi UFJ Financial Group, Inc. (“MUFG”),
the Managing Officer of MUFG and the Chairman and Chief Executive
Officer of Bank of Tokyo-Mitsubishi UFJ (China) Ltd.. He was also
a director of ZIP-FM Inc. and auditor of FM Aichi Broadcasting Co.,
Ltd. and Community Network Center Inc. during the period from
2010 to 2012. Mr. Kurauchi currently is a commissioner of The
Japan Indonesia Association, Inc., a vice chairman of Japan-China
Northeast Development Association, a director of Asian Bankers
Association and a councilor of The Japan Thailand Association. Mr.
Kurauchi has over 35 years of extensive experience in various areas in
the banking industry, and has assumed executive positions in credit
management and corporate banking.

Mr. Harold Tsu-Hing Wong
Group General Manager
Managing Director and Chief Executive of Dah Sing Banking Group Limited

Aged 44. Joined Dah Sing Bank, Limited, a key operating subsidiary of
the Company, in 2000, and appointed as an Executive Director in 2005
and as the Vice Chairman in March 2010. Currently the Managing
Director and Chief Executive of Dah Sing Banking Group Limited
(“DSBG”). Also a Vice Chairman of Dah Sing Life Assurance Company
Limited, and a Director of Dah Sing Bank (China) Limited and Banco
Comercial de Macau, S.A. Qualified solicitor in England and Wales
and in Hong Kong. Son of Mr. David Shou-Yeh Wong, the Chairman
of the Boards of DSBG and the Company.

Ms. Wing-Kay Chow (Eleonore Chow)
Director and Chief Executive of Dah Sing Life Assurance Company Limited

Aged 48. Appointed as a Director and the Chief Executive of Dah Sing
Life Assurance Company Limited in 2010, responsible for overseeing
the operation of long-term insurance business. Also a Director of
Macau Life Insurance Company Limited. Fellow member of Life Office
Management Association (FLMI) USA. Ms. Chow has over 20 years of
experience in insurance industry in Hong Kong, China and Taiwan.

DAH SING FINANCIAL HOLDINGS LIMITED |
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In 2013, global economic development was mixed. The US economy
continued to show signs of gradual improvement and the Federal
Reserve commenced tapering of its QE programme, which give rise
to some market volatility, whilst Europe was broadly stable. Mainland
China economic growth slowed, and conditions in Hong Kong and
Macau remained stable.

Against this backdrop, we are pleased to report record profits for
our banking business. Over the past few years, we have embarked
on a new strategy for our banking business, with an objective of
profitable growth for the long term interests of our shareholders. So
far this strategy has been successful and has been delivering stronger
financial performance.

To better position our banking business to capture growth
opportunities in the coming years and to strengthen our capital levels,
we have announced rights issues for both Dah Sing Financial Holdings
Limited (“DSFH”) and Dah Sing Banking Group Limited (“DSBG”),
which are intended to strengthen the capital base of Dah Sing Bank.
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In 2013, DSBG reported its highest ever core profit, with profit
attributable to shareholders increasing by 18.6% year on year to
HK$1,756 million, mainly the result of a very strong increase, at 29%,
in operating income, with the strong growth in all core revenue lines.
It is extremely encouraging to see that the operating profit after
impairment losses of DSBG increased by 45% during the year, and its
ROE improved from 10.3% to 10.8%.
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Our insurance business reported an increase in gross premium income
of 8.5% and a 7.2% increase in net insurance premium and other
income. While new business volumes were higher than the prior year,
the returns from the insurance investment portfolio were mixed, due
primarily to the relatively steep increase in long term interest rates
during the year causing a fair value loss in the bond portfolio. The
overall net profit of our insurance business, including the increase in the
value of the in-force long term life business, was 29% lower than 2012.
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Whilst our current levels of capital are above regulatory requirements,
a stronger capital base will better position us to capture the various
growth opportunities present in the market. Also, under the new
Basel Il regime, regulatory capital requirements both in Hong Kong
and globally are likely to continue to rise in the next few years, as
the requirements are fully phased in. For these reasons, we believe
it is beneficial to shareholders in the long term to strengthen our
capital base and we therefore announced rights issues for both DSFH
and DSBG. DSFH will raise approximately HK$0.9 billion to enable
it to subscribe for its rights in full in DSBG’s rights issue which will
raise approximately HK$1.2 billion. We believe that it is beneficial to
shareholders in the long term to strengthen the capital base now. The
new equity capital raising exercise is designed to be sufficient for
sustainable growth in the coming years.

On 1 June 2013, Dr. Tai-Lun Sun (Dennis Sun) resigned as an
Independent Non-Executive Director. Following his resignation,
Dr. Sun also ceased to act as a member of the Nomination and
Remuneration Committee of the Company. On the same date, Mr.
John Wai-Wai Chow resigned as a member of the Audit Committee
of the Company and Mr. Blair Chilton Pickerell was appointed as
an Independent Non-Executive Director and a member of the Audit
Committee of the Company. Mr. Pickerell is currently the Chairman,
Asia of Nikko Asset Management Company, a court member of The
University of Hong Kong, a vice patron of The Community Chest
of Hong Kong, and also a director of Harvard Business School
Association of Hong Kong.

On 25 June 2013, Mr. Takami Onodera ceased to act as an Alternate
Director of Mr. Takashi Morimura.

On 14 August 2013, Mr. Muneo Kurauchi of The Bank of Tokyo-
Mitsubishi UFJ, Ltd. was appointed as an Alternate Director of Mr.
Takashi Morimura.

The Board expresses its appreciation to Dr. Sun and Mr. Onodera for
their valuable effort and contributions to the Board during their tenure
of service with the Company, and in particular to Mr. Chow for his
effort and time spent in attending to the affairs of the Audit Committee
of the Company in the past and extends a warm welcome to Mr.
Pickerell and Mr. Kurauchi in joining the Board.
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The global outlook for 2014 is somewhat uncertain. Whilst the US
continues to forecast growth in GDP, economic growth in Europe
remains slow. Emerging markets are also facing some pressure.
The PRC economy continues to maintain higher growth rates
relative to overall global growth, but at a somewhat slower pace
than its past trajectory. In the early part of the year, we have already
seen uncertainty caused by the beginning of the tapering of asset
purchases by the US Federal Reserve, volatility in emerging markets,
instability in Ukraine, and an unexpected reversal in the appreciation
of the value of the RMB.

All of these uncertainties remind us to take a cautious approach to
growth and capital in the year ahead. As well as market and credit
risk, we are also mindful of the possible effect on liquidity of the US
tapering in our local markets, and therefore continue to build our
deposit base and maintain an adequate liquidity ratio and cash and
liquid asset reserves.

Prospects in the Pearl River Delta and Macau remain good in the long
term, and we look forward to solidifying the foundations that we have
built in the region. Closer economic integration in the Greater China
region and Hong Kong’s position as a primary centre for offshore
Renminbi financial services will open up new avenues for business.

Domestically in Hong Kong and Macau, whilst current trends in
volume growth are slower than in PRC and PRC related businesses,
credit quality remains sound. Bank of Chongging continues to perform
well, and we note the outlook for stronger growth in the Western part
of the PRC, compared with the country as a whole.

In a rapidly changing economic and regulatory environment, our
strategic priorities are designed to provide quality products and
services to our customers and drive the sustainable growth of our
businesses. We continue to see opportunities for growth in all of
our core markets and core businesses. Given the unclear global
outlook, we will pursue those opportunities and growth in a cautious
manner and with proper attention to risk. Upholding high corporate
governance and risk management standards remains central to our
corporate culture and is an important part of shaping our business for
sustainable growth.

Finally, | would like to thank my fellow directors for their valuable
contribution and extend, on behalf of the Board, our appreciation to
all of our colleagues for their hard work and dedication over the past
year, and also our appreciation of the support from our customers and
shareholders.

David Shou-Yeh Wong
Chairman

Hong Kong, 26 March 2014
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The past year witnessed diverse earnings results among our banking
and insurance businesses. Dah Sing Banking Group Limited (“DSBG”)
reported record earnings and continued to deliver an improved
performance in its core businesses, producing a higher return on
capital. Our insurance operations had an increase in premium income
but mixed results from the insurance investment portfolio. The
combination of these factors, which are further elaborated below,
produced a return of 9.3% on average shareholders’ funds for Dah
Sing Financial Holdings Limited (“DSFH”) in 2013.

Our insurance business reported an increase in net insurance
premium and other income of 7.2% and an increase in gross premium
income of 8.5%. New business volumes were higher than the prior
year, due mainly to a strong performance from our bancassurance
business and a steady performance from our agency force. Due to the
relatively steep increase in long term interest rates during the year, we
experienced a fair value loss on the bond portfolio of our insurance
business, which was partially offset by a strong performance from
our equity investment portfolio. The overall net profit of our insurance
business, including the increase in the value of the in-force long term
life business, was 29% lower than 2012.

Management has been reviewing the business strategy of our life and
general insurance operations in Hong Kong and Macau, and we will
strive to make improvements on the core profit drivers and returns on
capital over time.

The financial results in our banking business for 2013 were
satisfactory, with a profit attributable to shareholders increasing by
18.6% to HK$1,756 million, a record for DSBG, producing a return of
10.8% on average shareholders’ funds. Of particular encouragement
was the operating profit after impairment losses, which increased by
45% to HK$1,532 million, reflecting the continued improvement in the
core earnings of the banking businesses that we own and operate.
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An important management objective is to achieve a satisfactory return
on capital in the long-term, whilst maintaining strong capital and
liquidity ratios as we grow our core banking businesses. In 2011, when
DSBG embarked on a new strategy after the change of management,
the return on average shareholders’ funds was 8.9%, which has since
improved to 10.3% in 2012 and 10.8% in 2013. We have therefore
made progress towards achieving the goal of improving return on
capital in the last few years, and management is taking steps to strive
to maintain this performance in the future.

While prospects for 2014 indicate a slowdown in the rate of increase
in the return on our enlarged equity base, we continue to see
opportunities in those areas of our core banking businesses that have
performed well for DSBG over the past 12 — 18 months.

The basic banking business is easy to understand but difficult to
execute well. Our business model is simple: we take deposits, paying
an acceptable interest rate, deploy those deposits in a diversified
portfolio of loans and assets at a higher return, earn fee income in
the process of serving our customers, and manage our risks and
costs prudently at all times. Indeed, these banking tenets are the
foundations of our business strategy.

Despite the intense competition in the markets in which we operate,
we are pleased to report an encouraging performance in our key profit
drivers, including the following:

o Net interest income was up by 27% from HK$2,204 million to
HK$2,797 million due to a combination of growth in volumes and
improvement in net interest margin (“NIM”).

° Net fee and commission income increased by 32%
from HK$531 million to HK$702 million driven largely by
improvements in wealth management, bancassurance and
treasury related businesses, as well as general banking fees.

° NIM was up from 1.54% to 1.79% during the year, driven largely
by lower deposit costs, resulting from improved market liquidity
and a sharp focus on deposit cost management, and higher
asset yields, including Treasury business investment yields, as
well as upward repricing of our loan products in general.

DAH SING FINANCIAL HOLDINGS LIMITED |



SEELRREE

EEAY REHRAAEIENERES - GUE
BRIREMIEENGDBZ2REFEAEEAR
BREBLEAT ERBRATCENSEASHE
i BEREGBEAOB R RERARBEIAE R
Ko BEMERAEANBENRETERZLE
B REITIRE - EEREREGIN12% - H
EERARESRKAER 2986 T1EE
BT EI8E1 T7aESEET - HiIRE29% (BT
WA RRREAER) - BERERAKAL
K 20124 #)59.5% i E 2013 F#)51.8%
s - MEEZETEAIRER - RIEES
EGHRERAMTE BT EREEFERK
EINIRIERK o

RERN - B—EPREZEREABEERARDEHH
EAERAE R VB KIM A AT N - AT - EARLE
BRRFITISMEERRART - BEBRRERE
BRHMEERER1EB4TIEEB TR ESE
TFEET - WEERLEDAERR 0.40% HTEkE
KFE - HRIRITERBRREREY - BENEE
B BBEAEERIRANRITEEEZMEIH
&l .

720134 - EEEUUFIEE RMEZ TR
HEMRANAKARR - WEEFI2012F /%
BUARMEBREE - HREARME - WH—EHERA
BRMBEEAE 2013 FFVIEEBEATRILE
Et TH51 EER - B EEEERDERYE
OB TFR(—RE2047FFR) 2 MESR
BEREEHEMR D RIRITSRE R 2 T E R
S SARFRITEBFARFIEMSTITES
TL e BEMEE)E - KRB ARANEETECRE
EAREERETEGRAMENETEBRATP
RULARTS -

AremEEFRAR |

Managing expenses and keeping costs under control is a key
management focus. Managing expenses well means that every
dollar we spend should be aligned with our strategy and priorities.
This ought to ensure we are spending money on the right things,
investing in the right technologies and products, and focusing on our
customers. In spite of the considerable pressure of cost increases and
the need to invest for growth in our core businesses, our operating
expenses were contained to an increase of 12%. This was moreover
outpaced by the increase of 29% in operating income from HK$2,961
million to HK$3,817 million (indicating the effects of “positive jaws”),
which helped to reduce our cost-to-income ratio from 59.5% in 2012
to 51.8% in 2013. We believe that managing expenses and resources,
if done well, should allow us to realize benefits as our business
scale grows over time without diminishing customer experiences or
increasing operational risk.

A slight blemish during the year was an increase in credit cost due
to a small number of Mainland related delinquent loans. However,
credit conditions in our core Hong Kong and Macau markets remained
benign, and in spite of the increase in loan impairment losses and
other credit provisions from HK$144 million to HK$310 million, the
impaired loan ratio stood at a healthy level of 0.40%. As banking is a
risk management business, prudent credit underwriting will continue
to be an area of important focus for the management team and DSBG.

In 2013, we changed our accounting policy relating to our holding
of self-use premises from the revaluation model to the cost model,
and the results of 2012 are restated to reflect this change. This is a
more conservative treatment from a capital perspective (reducing our
overall CAR by 51bps at the beginning of 2013), but results in higher
earnings for DSBG by HK$89 million for the year, due to the absence
of a need to depreciate the premises revaluation surplus over the
remaining period of the property leases (typically up to mid-2047),
which reduces the overall depreciation and amortization charge of
DSBG. With this change, we now adopt an accounting policy that is
also appropriate for DSBG’s strategy in owning key self-use premises
to conduct business and serve our customers.
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Bank of Chongqging (“BOCQ”) continued to perform well with a
contribution of HK$579 million for the year, an increase of 18% over
the prior year. Subsequent to its IPO in 2013, our interest in BOCQ
was diluted to 16.95% from 20%, and we continued to account for the
earnings of BOCQ as an associate of our Group. Unlike the businesses
that we own and operate, where items relating to revenue and expense
are included in our financial statements, only our proportionate share
of net profit of BOCQ is included (as an associate) via a one-line
entry in our consolidated income statement. However, whether or not
we account for BOCQ as an associate, the value to its shareholders
(including our Group) of the earnings and capital of BOCQ is determined
by the use to which they are put and the subsequent level of earnings
produced by that usage. That value is therefore determined by BOCQ
and is not affected by the inclusion or non-inclusion of those retained
earnings in our own reported profit for the year.

As at 31 December 2013, our total capital adequacy ratio (“CAR”)
was 14.5%, a little lower than the prior year due to the strong volume
growth and an increase in risk weighted assets by 14%, and our
CET1" was 10.4%, the same as the prior year. In absolute dollar
terms our consolidated capital base was higher by HK$1.7 billion to
HK$16.8 billion. The Group announced a rights issue on 26 March
2014 to raise HK$900 million equity from shareholders of DSFH, the
proceeds of which will participate in the rights issue of HK$1.2 billion
for DSBG. Upon completion, this will add about 1% to our CAR.

! Common Equity Tier 1 capital
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We continued to maintain an unvaryingly strong liquidity position, with
most of our funding from customer deposits, a liquidity ratio of 46.2%
in the year, and a loan to deposit ratio of 72.1% at the end of 2013.

When we embarked on the new medium term strategy for DSBG
in 2011, management introduced a set of core values and guiding
principles for the Group, with the objective to guide and align the
actions of our people at work.

Moreover, we emphasize the qualities of energy, intelligence and
integrity in our people, and we see them as the ultimate source of our
Group’s ability to create value. We are delighted that the efforts of
our people were recognized by the market, with the following awards
among others received during the year for our banking business:

° “Best Practice Award 2013 in Employee Engagement” from The
Best Practice Management Group

. “Executive Award” from the DHL/SCMP Hong Kong Business
Awards 2013

° “Asia Excellent Brand Award” from Yazhou Zhoukan

° “SME’s Best Partner Award” from The Hong Kong General
Chamber of Small and Medium Business

° “Elite Award on Commercial Banking” from Ming Pao Weekly
° 2013 Hong Kong Awards for Industries: Innovation and

Creativity Certificate of Merit for our Pay@Mobile credit card
mobile acceptance service
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| want to thank all of our stakeholders — our customers, communities,
colleagues and shareholders — for helping make 2013 a good year.
In particular, full credit goes to the leaders of Dah Sing Bank in Hong
Kong, especially from our Commercial Banking, Personal Banking
and Treasury businesses, and BCM in Macau, who have been ably
supported by our support divisions, for the performance and earnings
of these businesses which contributed meaningfully to our Group’s
results in 2013.

It has been a privilege to lead the Group and serve you — our
shareholders — as our performance has improved over the past few

years.

Harold Tsu-Hing Wong
Group General Manager

Hong Kong, 26 March 2014
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The highlights of the Group’s consolidated financial performance for
the year are summarised in the table below:

2013 & 20124 goE)
2013 2012 Variance
=7
Restated
AEATT HK$ Million
BRI B R E R 2 & & A Operating profit before impairment losses 1,976.0 1,367.3 44.5%
MBRREEEE 2 2ERT Operating profit after impairment losses 1,666.2 1,223.6 36.2%
R A% AR A Profit before taxation 2,220.2 1,860.7 19.3%
FEHF Profit for the year 1,947.8 1,681.6 15.8%
AN ) A% R R A g ) Profit attributable to shareholders 1,498.5 1,301.3 15.1%
BEAGT Total assets 181,330 169,692 6.9%
aEAE Total liabilities 160,296 150,391 6.6%
RERE & Shareholders’ funds 16,701 15,390 8.5%
SFR WA B Net interest income/operating income 74.4% 74.7%
A A L 2 Cost to income ratio 52.7% 59.0%
M A E R Return on average total assets 0.9% 0.8%
FHREFEE SR Return on average shareholders’ funds 9.3% 9.0%
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Business conditions in 2013 were reasonable, with modest growth
in the Hong Kong economy, and somewhat slower growth in the
Mainland economy, although with a still above estimate growth of
7.7% in GDP.

The Group reported record core profit in 2013, with profit attributable
to shareholders increasing by 15.1% to HK$1,498 million. Our core
businesses all experienced growth in volumes, and overall conditions
were fairly stable.

Our Hong Kong banking business once again generated a particularly
strong improvement in earnings relative to 2012. Our insurance
business reported steady progress in terms of growth in sales of
policies, but its overall results were set back mainly as a result of
increases in long term bond yields during the year, which impacted
negatively on the mark-to-market performance of our long term bond
holdings.
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Overall, we made good progress in 2013, with much improved
financial performance. Growth in all core revenue lines was strong
and very encouraging during the year, including 25% growth
in net interest income, 32% growth in net fee and commission
income, and 45% growth in overall pre-provision operating income,
despite more modest volume growth, with loans and advances to
customers increasing by 13.7%. With higher credit cost, operating
profit after impairment losses increased by 36%. Profit attributable
to shareholders increased by 15.1%, due to a lower rate of profit
increase from our associate Bank of Chongqing (“BOCQ”), higher
disposal losses on investment and lower revaluation gains on property
during the year.

Net interest income was up by 25% from HK$2,494 million to
HK$3,108 million due to a combination of growth in volumes and
improvement in net interest margin. Net fee and commission income
increased by 32% from HK$472 million to HK$622 million whilst net
trading income decreased from HK$793 million to HK$15 million due
to much lower fair value gains in our insurance investment portfolio.
The increase in fee income was driven largely by improvements in
wealth management and bancassurance revenues, increases in our
sales of treasury products to customers, securities services and
general banking related fees.

Net insurance premium and other insurance income increased by 7%
to HK$1,659 million.

The improved operating income items led to an overall increase in
operating income net of insurance claims by 25.2%, much ahead of
the increase in operating expenses of 11.9%.

Loan impairment losses and other credit provisions increased from
HK$144 million to HK$310 million. Whilst credit conditions in our core
Hong Kong and Macau markets remained benign, we experienced
some increase in credit cost overall due to a small number of Mainland
and Mainland related loans over the period.

Our associated company BOCQ continued to perform well with a

contribution of HK$579 million for the year, an increase of 18% over
the prior year.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Our insurance business reported an increase in net insurance
premium and other income of 7.2%, and an increase in gross premium
income of 8.5%. New business volumes were higher than the prior
year, due mainly to a strong performance from our bancassurance
business, and a steady performance from our agency force. Due to
the relatively steep increase in long term interest rates during the year,
we experienced a fair value loss on the bond portfolio of our insurance
business, which was partially offset by a strong performance from our
equity investment portfolio.

We experienced improvement in a number of key financial
performance indicators during the year:

° Banking business net interest margin (“NIM”) was up from
1.54% to 1.79% during the year, driven largely by lower deposit
costs, resulting from improved market liquidity and a sharp
focus on deposit cost management, and higher asset yields,
including Treasury business investment yields, as well as
upward repricing of our loan products in general.

° ROE was up from 9.0% to 9.3%.

° Cost-to-income ratio was down from 59.0% to 52.7%.

During the year, we changed our accounting policy relating to our
holding of self-use premises from the revaluation model to the cost
model, and the results of 2012 are restated to reflect this change.
This is a more conservative treatment from a capital perspective, but
results in higher earnings, due to the absence of a need to depreciate
the premises revaluation surplus over the remaining period of the
property leases (typically up to mid-2047), which reduces the overall
depreciation and amortization charge of the Group.

Total assets of the Group reached HK$181 billion, an increase of 6.9%
over 2012. Shareholders’ funds as of 31 December 2013 stood at
HK$16.7 billion, up by 8.5% on 2012.
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2013 F 20124 )
2013 2012 Variance
=7
Restated
FEE Net interest margin 1.79% 1.54%
AEBT HK$ Million
EIBIA Operating income 3,817.2 2,960.7 28.9%
BRI B R E R 2 & &% A Operating profit before impairment losses 1,841.6 1,199.7 53.5%
R EE R 2 & &R T Operating profit after impairment losses 1,531.8 1,056.0 45.1%
R 5 A e A Profit before taxation 2,002.4 1,639.2 22.2%
FEHH Profit for the year 1,756.4 1,480.4 18.6%
/NG S | Profit attributable to shareholders 1,756.5 1,480.4 18.6%
BPEXR Advances to customers 97,978 86,174 13.7%
BEETFR Customers’ deposits 129,843 117,936 10.1%
BEITHTRE Certificates of deposit issued 6,133 5,752 6.6%
GREE Total deposits 135,976 123,688 9.9%
BEITHEBRE Issued debt securities 775 2,713 -71.4%
RIEE Subordinated notes 3,762 3,979 -5.5%
BR(TREESHER) Loan (excluding trade bills)
HER(BEBETN to deposit (including certificates
FERE) = of deposit issued) ratio 72.1% 69.7%
FRAE YA B 2R Cost to income ratio 51.8% 59.5%
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10.3% EFAZE10.8% + MAKAE WAL EAIHR
59.5% T[£%51.8%.
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In 2013, our banking business reported its highest ever core profit
and generated a particularly strong improvement in earnings relative
to 2012. Dah Sing Banking Group Limited ROE was up from 10.3% to
10.8% and cost to income ratio was down from 59.5% to 51.8%.

Growth in all core revenue lines was strong during the year.
Net interest income was up by 27%, due to a combination of
growth in volumes and improvement in net interest margin. Net
fee and commission income increased by 32% driven largely by
improvements in wealth management and bancassurance revenues,
increases in our sales of treasury products to customers, securities
services and general banking related fees. Net trading income
increased by 46%.

Operating income improved by 28.9% from HK$2,961 million to

HK$3,817 million, much ahead of the increase in operating expenses
of 12%.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Loan impairment losses and other credit provisions increased from
HK$144 million to HK$310 million. Credit quality remained very solid
in both our core Hong Kong and Macau markets, and the increase
in provisions was caused mainly by a small number of Mainland and
Mainland related loans.

Our associated company Bank of Chongging (“BOCQ”) continued
to perform well with a contribution of HK$579 million for the year, an
increase of 18% over the prior year. At the end of 2013, BOCQ was
successful in its IPO, and ends the year with a much stronger equity
capital base to fund its future growth. With the IPO of BOCQ in the
year causing a dilution in our interest (to 16.95% from 20%) which in
accounting terms is a deemed partial divestment, an accounting loss
of HK$57 million is recognized from such dilution (given the setting of
the IPO price at a slight discount to net asset value).

As at 31 December 2013, Dah Sing Bank’s consolidated total capital
adequacy ratio was 14.5%, a little lower than the prior year due to
strong volume growth and an increase in risk weighted assets by
14%, and our CET1 was 10.4%, the same as the prior year.

2013 was the second full financial year in which we implemented the
medium term strategy adopted by the Board in 2011, with a focus
on profitability and balance sheet management, core products,
customers, service quality, credit risk management, cost control and
overall efficiency, and the development of our Mainland China and
cross-border businesses, in addition to our core Hong Kong hub. We
are very encouraged by the results of the strategy implementation in
the past two years, both in financial performance and the overall work
done to further improve our prospects in the medium term.
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Personal Banking

Our Personal Banking business, serving the consumer finance,
vehicle finance, retail banking, VIP banking and private banking
market segments of Hong Kong, achieved another year of strong and
encouraging growth in operating income, and a very strong increase
in net profit, in 2013. Operating expenses were well controlled
and grew at a much slower pace in the year. Despite the much
higher loan impairment provision, mainly driven by the fast growing
unsecured consumer lending, charged in the year, operating profit
after impairment losses of our Personal Banking business increased
by 60% when compared with 2012, which is truly remarkable, and an
extremely positive development.

Loan growth in the year was strong, mainly driven by the growth
in unsecured personal loans and also residential mortgage loans.
Customer deposit balance, with the strong effort to manage down
deposit cost, grew at a much lower rate. With the continuing
improvement in loan yields and lowering in fixed deposit cost
especially during of the first half of 2013, net interest income
generated by our Personal Banking business increased by 16.5%,
which is an important factor in boosting Personal Banking’s operating
income and also the Group’s net interest margin in 2013.

The growth in non-interest income, at 30%, was very impressive,
and reflects our focus on growing fee and commission income,
and customer base. The growth was driven mostly by the wealth
management activities including unit trust sales, securities brokerage,
and bancassurance sales and distribution. During the year, Personal
Banking further strengthened the VIP Banking servicing platform
with 3 more VIP centres set up, enriched product and service offers,
and expanded our wealth management team including relationship
managers at branches and investment & insurance specialists.

In the year, we continued the effort on expanding and upgrading our
retail securities centres in our branch network, and we had a total
of 34 retail securities centres as of the end of 2013. These provide
more convenience to our retail customers in trading local stocks,
and allow us to offer value-added services to customers and also
capture higher transaction volume. Our mobile securities trading
“Easy Trade” platform was extended to Android mobile applications
during the year. We are the first bank in HK running with a native app
on the mobile trading platform, providing customers with fast, simple
and secure trading services via mobile devices. We are also very
encouraged by the Metro Broadcast’s recognition of our effort, with
the “Excellent Brand of Mobile Securities Services, Banking Service —
Hong Kong Leaders’ Choice” awarded to us.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Personal Banking (Continued)

We actively promoted our personal loan product during the year,
with TV advertising and other promotion activities to enable a better
market awareness of our personal loan offering including competitive
interest rates, tenor and loan amount. The marketing campaign in
2013 was effective in generating the desired impacts including new
business, and also good market recognition, with the Metro Broadcast
award to us as the “Excellent Brand of Bank Personal Loan — Hong
Kong Leaders’ Choice”.

Against the highly competitive credit card market, we continued to be
very active in promoting our credit card services and products. We
launched the innovative Pay@Mobile service, a mobile point-of-sale
service in Hong Kong during the first half of 2013. This new service
provides merchants with brand-new credit card mobile acceptance
solution accepting both chip and magnetic strip credit cards, and
is the first mobile platform in Hong Kong to receive international
certifications. We are very pleased that our Pay@Mobile service had
been awarded with the “Certificate of Merit, 2013 HK Awards for
Industries — Innovation and Creativity” by the Hong Kong General
Chamber of Commerce, and also the “Best Credit Card Mobile
Acceptance Solution” of IT Square by Sing Tao Daily. During the
year, our card business development and achievement were further
recognized, with the awarded as “The Best PayPass Card Program
in 2013 in Hong Kong” by MasterCard, and the “Challengers’ League
Highest Payment Volume Silver Prize 2013” by VISA.

Despite the much higher amount of the loan impairment charges of
our Personal Banking lending in the year, the asset quality of our retail
lending portfolio remained benign, with loan delinquency rate and
actual loan loss rate continuing at relatively low levels. The relatively
material increase in the loan impairment charges was mainly caused
by the continued increase in the balance of unsecured personal
loans of Dah Sing Bank, and the steady and further expansion of
the consumer loan portfolio of our consumer finance subsidiary,
OK Finance. These higher unsecured personal loan balances had
contributed to the higher net interest income, and at the same time,
a higher level of collective impairment provision against such higher
credit risk loans had to be made.
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Personal Banking (Continued)

OK Finance was launched at the end of 2011, targeting at the Hong
Kong consumer finance segment not sufficiently penetrated by our
own retail banking operation. After building up its foundation and
going through its start-up phase during the past two years, we expect
its contribution will become more meaningful in the coming years.

As of the end of 2013, our branch network includes 45 retail branches
in Hong Kong under the name of Dah Sing Bank (“DSB”), of which
19 have VIP centres, and 34 are offering retail securities centres for
retail customers’ securities trading. Another 4 branches operate under
the brand of OK Finance, providing consumer finance service to
customers.

Commercial Banking

Commercial Banking, which includes trade finance, commercial
lending, syndicated lending, equipment finance businesses, reported
solid loan and deposit growth, and significantly higher net profit when
compared to 2012. The stronger performance was driven mainly by
significantly higher operating income. Loan impairment provision in
the year was recorded as a charge, relative to a net write-back in loan
impairment provisions in 2012, but at a healthy level.

Net interest income was up by 27%, driven by higher loan and trade
bills balance, improvement in asset yields and reduction in the cost
of deposits in the year. The growth in non-interest income by 61%
was particularly strong, and was mainly driven by higher customer
transaction volumes, and the higher income from the provision of
treasury products and services to our commercial customers. Asset
quality remained benign in general, with low overdue and impaired
loan ratios.

Overall loan balance under Commercial Banking businesses,
including trade finance, trade bills and commercial loans for use
outside Hong Kong, but excluding commercial banking loans booked
by our subsidiaries in Macau and China, was up 13.3% relative to
2012, with cross-border trade finance (mainly through trade bills),
local wholesale and retail trade commercial lending, and property
lending being the main growth drivers. We continued to be active in
providing cross-border RMB trade finance lending to Hong Kong and
PRC enterprises.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Commercial Banking (Continued)

During 2013, Commercial Banking business continued to focus on
supporting small and medium enterprises (“SME”) in Hong Kong,
including our sole sponsorship for the World SME Summit held by
The Hong Kong General Chamber of Small and Medium Business
(“HKGCSMB”) during the 2013 World SME Expo organized annually
by the Hong Kong Trade Development Council. We were also the
platinum sponsor for the Hong Kong Award for Industries led by
the Director-General of Trade and Industry Department and co-
organized by 6 other major trade associations in Hong Kong including
the Hong Kong General Chamber of Commerce and The Chinese
Manufacturers’ Association of Hong Kong. We continued to support
the Hong Kong Mortgage Corporation for the enhanced version
of the SME Financing Guarantee Scheme. During the year, we
successfully upgraded our corporate internet banking system (DS-
Direct). Our continuing dedication to serve and support the growth
of SMEs in Hong Kong, and further development made in the year
were recognized in 2013, and Dah Sing Bank was awarded the “Asia
Excellence Brand Award” from Yazhou Zhoukan and the “Best SME’s
Partner Award” from the HKGCSMB for our dedication and focus on
serving SMEs in Hong Kong.

Treasury

Our Treasury division recorded much stronger net interest income
and non-interest income in the year, and therefore much higher
profitability when compared with 2012, despite a higher loss incurred
on the disposal of investment in debt securities.

Conditions in global investment and money markets were broadly
stable in 2013, although a higher volatility in interest rates and
debt markets was experienced around mid-year when the US Fed
signalled a change in its forward-looking guidance relating to the
gradual reduction in bond purchases under its quantitative easing
program, and the markets’ concern on the pace of the change in the
US monetary policy and impact on the medium to long-term interest
rates. Nevertheless, overall market conditions during the year were
generally stable. Against this backdrop, our Treasury took action to
reposition the investment and deployment of surplus funds to achieve
improved yields and a better asset allocation, balancing liquidity,
credit and interest rate risks.
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Treasury (Continued)

All major activities of our Treasury business, including the investment
book, money market business, trading, marketing and sales,
outperformed the prior year, bringing to the Group higher investment
and trading income.

The close collaboration with our Commercial Banking division in
serving our commercial customers and meeting customers’ need on
treasury products and services brought to our Treasury division higher
fee and trading income.

As part of our efforts to rebalance our investment portfolio, we
continued to make securities disposals in the year, and realized a
higher loss on disposal, which also reduced risk. With the lowering
in such risk exposure by the end of the year, we considered it
appropriate at 2013 year-end to write-back HK$25 million of the
collective impairment provision made against the higher risk securities
investments.

Banco Comercial de Macau

Banco Comercial de Macau (“BCM”), operating in Macau, provides a
comprehensive range of commercial and retail banking products and
services to customers in Macau. As of the end of 2013, BCM operated
a total of 14 branches in Macau.

BCM'’s loans and deposits grew 18% and 14% respectively relative
to the end of 2012. Loan growth was driven mainly by mortgage loan
and commercial loan increases, while trade finance and consumer
finances also recorded solid growth.

On the back of the stronger asset growth and improvement in loan
yields, and tighter control of deposit cost, BCM recorded a very
significant increase in net interest income at 36%, Together with
stronger fee and commission income, BCM’s operating income
increased by 32% when compared with 2012.

Due to the higher loan balance, a higher collective impairment
provision was charged in the year. Nevertheless, BCM’s 2013 net
profit, measured on Macau local book basis, was up by 54% on 2012.
Adjusting for the amortisation of intangible assets (recognised at the
initial acquisition of BCM) and some Group level adjustments, the
2013 profit of BCM recognised in our Group level financial reporting
was 51% higher than 2012.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Dah Sing Bank (China)

Dah Sing Bank (China) Limited (“DSB China”) is a wholly owned
subsidiary of Dah Sing Bank and was locally incorporated in China in
2008.

DSB China achieved another year of strong growth in both loans
and deposits, recorded higher net interest income and non-
interest income, and further expanded its customer portfolio of
both commercial, SME and equipment finance, and retail banking
businesses in 2013.

DSB China now operates in 6 major cities in China, with a network
comprising the Shenzhen headquarters, and branches in Shanghai,
Nanchang, Zhenjiang, Guangzhou (with a sub-branch in Foshan),
and a sub-branch in Shenzhen, offering a variety of commercial and
retail banking lending, deposits and related banking services to our
customers in China.

Bank of Chongging

Bank of Chongging (“BOCQ”) is the leading city commercial bank
in Chongqging. Chongging is the largest city in Western China with
a population of over 32 million people, and is one of the 4 leading
municipalities in China reporting directly to Beijing. BOCQ operates a
branch network of close to 120 branches and sub-branches, including
branches and sub-branches in Chengdu, Guiyang and Xian.

The most important achievement of BOCQ in the year was its H-share
initial public offering (“IPO”) successfully completed in November
2013, raising a total of HK$4.1 billion new equity, which is very helpful
in boosting its capital base and also its capital adequacy ratio, and
in supporting its business development and growth in the near to
medium term.
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Bank of Chongging (Continued)

BOCQ’s business performance and financial results in 2013 were
highly robust and strong, as reflected in its net profit increase at 21%,
growth in total assets by 32%, loan to deposit ratio at 60.8%, non-
performing loan ratio at 0.39%, cost to income ratio at 32.4%, and
21.4% ROE.

With the completion of BOCQ’s IPO, our interest in BOCQ dropped to
16.95% in November 2013. Our share of BOCQ net profit continued to
be recognized on equity accounting basis before and after the dilution
of our shareholding, and the total amount of the share of BOCQ net
profit increased from HK$491 million in 2012 to HK$579 million, an
increase of 18%.

The dilution of our interest in BOCQ, in accounting terms, is a deemed
partial divestment. As the BOCQ IPO price was set at a slight discount
to its net asset value, an accounting loss of HK$57 million on the
dilution of our interest was recognized in our 2013 consolidated
results.

Insurance Business

Our insurance business, consolidating the results of the life and
general insurance businesses in Hong Kong and Macau, reported
lower net profit when compared with 2012, due mainly to the increase
in medium to long-term interest rates causing an unfavourable impact
on our bond investment portfolio, which was partially offset by the
strong equity investment performance, changes in rate assumptions
(interest rates, valuation interest rate, long term investment returns)
for valuing our life business.

DAH SING FINANCIAL HOLDINGS LIMITED |
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= insurance group in 2013 and 2012:
2013 % 20124
BHEAETT HK$ million 2013 2012
HRE-BFERERE New business — Annualized
premium equivalent (APE) 458 384
FREBREAMWA (B Net insurance premium and
PR7%E RAEWA) other income including fee
and commission income 1,675 1,562
REREMT T FE Net insurance claims and expenses (1,390) (2,094)
& AR Investment and related income
B U A Interest income 306 284
FEE (B1E) IRA Net trading (loss)/income (250) 583
WEWEZ A ERARFRG Net gain on fair value adjustment
on investment properties 82 159
HEHEERS 2 F WG Net gain on disposal of
available-for-sale securities 25 18
H A @A Other operating income 32 32
NET Sub total 195 1,076
B R HE MR Operating expenses and other costs (236) (218)
RREE AT F Profit before income tax 244 326
HiE Income tax (22) (15)
A Net profit 222 311
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Our insurance business reported a lower net profit when compared
with 2012. A modest growth in gross premium income was recorded.
Net insurance premium and other income was HK$1,675 million
in 2013, higher than the HK$1,562 million reported in 2012. Net
insurance premium remained at similar level as premium increase
from new business was partially offset by the drop in renewal premium
due to a block of limited-pay life policies becoming fully paid up in
2013. New business volume of our bancassurance life business was
much stronger in the year, and was key to our overall premium income
growth in 2013.



R @)

AEEHERRBAORERSBEAZABRER
ERET  BREERIERAERRMNENS -
RHNXBEREZEEXLREBINEESRRILMS
EEER - 020135 » - REJZFIFIEN - &
HEERFEEARRAEEHRERBEAZAR
WY HEBREFREFEREMS AR -
A WRAEREFEANERBETK  HRE
EIFHERBRANFZE

BEBRERERRER  HE2013F 2 RERAE
BMERE DERARMEIEMRES KR
ERASEREERD -

BEXHEREMKAR2E1 T8RAEETENE
2E3T6EEEL  TEMRREEALE
Rz A AHERMEH B8 TR E MR R G AN
DOFREL

TRAREE —RIREEFNR2013F £ 2012F
ZEEHE

E el

Insurance Business (Continued)

Our liabilities to policyholders under long-term insurance contracts
were determined on an actuarial basis including adjusting the
valuation rates with a consideration of the medium to long-term US
Treasury yields and HK Exchange Fund Note yields as the risk-free
rates. In 2013, interest rates for the medium to long-term increased,
resulting in a release of reserves to reflect the decrease in our
liabilities to policyholders, and therefore an overall lower transfer to
net actuarial reserves. However, this was more than offset by the bond
value decline in the year, which caused a significant unfavourable
impact to our investment return.

Investment performance as whole was poor for 2013, mainly due
to the lower bond valuation on higher interest rates and rising yield
curve, despite the good equity investment return.

Operating expenses and other costs increased from HK$218 million to
HK$236 million, mainly due to higher staffing and IT system costs for
supporting the continued expansion of our insurance entities.

The following provides a summary of the profit and loss of our general
insurance business in 2013 and 2012:

20134 20124
BEABT HKS$ million 2013 2012
BREWA Gross Premium Written 631 576
AR (ER) BT Underwriting (loss)/profit 3) 9
Fa Al Net Profit 63 46

—RRBEBHEBIRBREBEWAGTE ARG
- BEZHEBREESIGINMMN 2013 F 815
REE - BRIREERGMRIEEYME SIS
#hn - FRFE2012FFRT LA -

AEBZzEE - RRRIZMEB AR RMRR
(1976) BRR A R A B R R I A8 v [ 487 — 1A
P88 B 7 Gn b8 KRR 5B R IR BB BB B M A 21
B IENRBERE] -

General insurance business achieved higher business volume
measured by gross premium income, but recorded an underwriting
loss in 2013 caused mainly by higher reserves for claims. Net profit
was higher than 2012, underpinned by higher investment return and
higher investment property revaluation gain.

Our major general insurance subsidiary in Hong Kong, Dah Sing
Insurance Company (1976) Limited, once again, received “The
Outstanding Brand Award” under the Household Insurance category
from the Hong Kong Economic Digest, a leading local financial
magazine in Hong Kong, for two consecutive years.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Insurance Business (Continued)

The following shows a summary of the net worth of our insurance
group and the solvency ratio of our main life subsidiary:

2013 % 20124
BHEAETT HK$ million 2013 2012
BRES Shareholders’ funds 2,094 1,812
RHISHEB 2 BRREEE Value of in-force long-term
life assurance business 1,706 1,771
EEFE Net worth 3,800 3,583
RASREBZETRENEER Solvency ratio for Dah Sing Life
Assurance 392% 332%
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As at 31 December 2013, the total value of our Hong Kong and Macau
in-force life assurance businesses as calculated in conjunction with
the independent actuary was HK$1,706 million (relative to HK$1,771
million at the end of 2012). With profit retention and increase in
the investment revaluation reserve of our insurance subsidiaries’
available-for-sale investments, the shareholders’ funds employed
in our life and general insurance businesses increased, giving an
overall value for the insurance business in the accounts of the Group
of HK$3,800 million, up 6% compared with the balance at 2012 year
end.

Dah Sing Life Assurance Company Limited (“DSLA”), the Group’s
key life insurance subsidiary in Hong Kong, continued to maintain a
healthy overall solvency ratio, which stood at 392% at 2013 year end,
well above the minimum required regulatory level.

Having celebrated its 23rd anniversary for sustainable development,
DSLA continued to promote the brand’s core value — the “Can Do”
Hong Kong spirit through new marketing campaigns and promotion
including via e-channel to support business growth and brand
awareness. We are pleased that DSLA was recognized with the “Best
Online Insurance Service Award” from e-zone magazine.
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Risk Management

During the year and on the back of our preparation in 2012, we
enhanced our risk governance and control framework, including
development of updated risk strategy, risk appetite statement and
stress testing process. On credit risk management, we upgraded our
credit approval and monitoring process especially on the commercial
banking credit and transaction monitoring. We also implemented
workflow improvement on certain loan approval and credit processing
using a new loan origination system to improve efficiency and also
effectiveness.

EXRREBEE Capital and Liquidity
2013 % 20124
2013 2012
BE@EHE CERHBT
& 11 L5
Basel Ill Basel Il
RITEE Banking Group basis basis
MIBIRITZ EARER (LLEaEE T Capital base of banking
subsidiaries (HK$ million)
—»12 A31H - at 31 December
— L RARE R — Common Equity Tier 1 12,069 A N/A
—— %D — Tier 1/Core 12,069 10,508
kD] — Tier 2/Supplementary 4,714 4,563
HRig 2 BERER4REE Total capital base after deductions 16,783 15,071
BAARF R R Capital adequacy ratio*
— L RRE R - Common Equity Tier 1 10.4% TEMAN.A.
—— B ~ Tier 1/Core 10.4% 10.4%
— B - Total/Overall 14.5% 14.9%
MEBELER (FEF) Liquidity ratio (average for the year) 46.2% 50.1%
* 2013F 12 A31 B KX 2012F 12 A31 HZEAXR * The capital adequacy ratio as at 31 December 2013 and 31 December

RLEERTDARFBITHEAMA (BITRPIEEE
TRAFHE) EDRISE(RITE(ER) KA
MEEME |5 REEBGE N EBHtE
WA LR - ZEAT R ERNFEEEEEN
SEBARERR - 2012412 A31 AZE XK
EMBEEY  RETEXAERMNGTBERL

A

= °

2012 represents the consolidated position of DSB (covering BCM and
DSB China) computed on Basel Il and Basel Il basis respectively with
reference to the Banking (Capital) Rules. This consolidated capital
adequacy ratio takes into account market risk and operational risk. The
capital base as at 31 December 2012 has been restated to reflect the
change in the accounting policy for premises to the cost basis.
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Capital and Liquidity (Continued)

The Group’s banking business maintained healthy capital adequacy
ratios in the past two years, whilst the Group pursued its growth
strategy and implemented changes to comply with the transition
arrangement prescribed by the amended Banking (Capital) Rules
published by the Hong Kong Monetary Authority for implementing the
Basel Il capital standards, which took effect starting from 1 January
2013.

After the end of 2013, and taking advantage of the favourable market
conditions, DSB issued a new Basel lll compliant Tier 2 subordinated
debt at US$225 million in late January 2014 to strengthen its overall
capital base.

Whilst DSB’s capital ratios are above regulatory requirements, a
stronger capital base will better position our Banking Group to capture
the various growth opportunities present in the market. Also, under
the new Basel lll regime, regulatory capital requirements both in Hong
Kong and globally are likely to continue to rise in the next few years, as
the requirements are fully phased in. For these reasons, we believe it
is beneficial to shareholders in the long term to strengthen our capital
base and we therefore announced on 26 March 2014 rights issues for
both DSFH and DSBG. DSFH will raise approximately HK$0.9 billion
to enable it to subscribe for its rights in full in DSBG’s rights issue
which will raise approximately HK$1.2 billion. We believe that it is
beneficial to shareholders in the long term to strengthen the capital
base now. The new equity capital raising exercise is designed to be
sufficient for sustainable growth in the coming years.

Our Banking Group continued to maintain throughout the year a
very high liquidity ratio backed by a strong pool of liquid assets
including cash and placements with banks, and diversified marketable
securities held for investment and liquidity purposes.
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Human Resources

The Group’s banking business adopted its new medium term strategy
and a set of clearly defined guiding principles and values in 2011.
During the past two years, a series of corporate value building training
and programs to deepen staff members’ understanding of our mission
and vision, guiding principles and values were conducted. These
helped foster a stronger organization culture, with the emphasis on
customer commitment, service quality and operational excellence. To
support the Group’s commitment in enhancing staff’s competence
and professionalism, we continued to invest in staff training, and had
enhanced our programs during 2013.

We continued our work to improve the caring and trust culture
throughout the organization. Our staff social club continued to
promote staff and family well-being, and organised different social
and sports activities to help promote wellness, affinity, friendship,
health and community services. The Group continues receiving the
“10+ years Caring Company” award from the Hong Kong Council of
Social Service, which is a recognition of the Group’s commitment in
promoting corporate social responsibility.

In 2013, the Group was presented with the “Best Practice Award
2013 - Employee Engagement” by the Best Practice Management
Group, a significant recognition of the Group’s effort and progress
in human capital practices since the launch of the Medium Term
Strategy. Organization-wide employee engagement initiatives
were implemented focusing on increasing staff engagement and
communication, employee empowerment, clear performance
expectations and emphasis on the Group’s guiding principles and
values. Employees have a better understanding of the business
direction and ways to contribute to the business goals, at the same
time, an engaging work environment is built where employees are able
to translate corporate values into behaviour at work. The initiatives
do not only have a positive impact on the key business metrics but
also an increased staff ownership. This mutual commitment with staff,
as an integral part of the Group’s values, helps to contribute to the
sustainable growth and development of the Group.

To cope with business growth covering the Hong Kong, Macau and
China markets, and the increasing demand for human resources
to strengthen our capabilities in both business units and support
functions, the Group’s headcount further increased in 2013, with the
total number of employees of our Group increasing from 2,451 at the
end of 2012 to 2,585 at the end of 2013.
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The Board of Directors (“Board”) and the Management of the
Company are committed to the maintenance of good corporate
governance, which is essential for delivering sustainable value,
enhancing a culture of business integrity and maintaining investor
confidence. The Company has applied the principles and complied
with all code provisions with the exception of code provisions A.4.1,
A.4.2 and A.6.7 as explained in the following relevant paragraphs,
and, where applicable, certain recommended best practices of the
Corporate Governance Code (the “Code”) under Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“Listing Rules”). This Corporate Governance
Report has been prepared in accordance with the requirements
set out in Appendix 14 of the Listing Rules, and explains how the
Company applies the principles of the Code.

The Company has adopted its code of conducts for directors’
securities dealing (“Directors’ Dealing Code”) on terms no less
exacting than the prevailing required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuers under
Appendix 10 of the Listing Rules. Following specific enquiry, the
Directors of the Company confirmed that they have complied with
the required standard set out in the Model Code and the Directors’
Dealing Code throughout the year.

The Board

The Board is responsible for the leadership and control of the
Company so as to promote its success and continued growth.
The Board is also responsible for ensuring that the Company has
sound systems of risk management, internal control and regulatory
compliance. The Directors, collectively and individually, have a duty to
act in good faith, and to take decisions objectively in the interests of
the Group. The Board sets the business objectives for the Company,
and monitors the execution of those objectives by the Management of
the Company.



Esg4am

EEEHR2REFMILBEESEN  Ehe
ERTEREITELE(TE) BEELE(E
EREEFITHAR) T RELEEREBERSE
HFMITEETHNEELE(REARKELERE
TESF) BHEFS-TENBRESLL BT
SEMITEELBMEL BERRLL  FHBR
TE - HTBLREMEELE -EFSABSE
BIUM - ARERAEIEHBYTEORE - Ugr
E N MR Maih e EEIRE o

EFSRAEENLER  THEREAFE AR
MREBIBITEEE - I EFSERES
BHARRRINEFEERD REFIRE - AR
BRERREE -EF2EABEENERKE
BzEENEN  BRFE6EEFE11H - KRR
ERRFRITEEER S REEMER A RN
BLHARANRHESRE  JIASEREE
MBS LBE  URRERLGBIIFNTES -
ARBERMBRBEARRESURNEEEA
W ERRELIETEENSD

BB FAITESR YRR EMARAEIA3GE
BB 2 ST IO RT S o BRTHETR
EXeRRERBYNFANTESTINEBILE
& o thsh - ARBTREWBIRBIIFNITESA
BEBYMZ BFERE -

AARAZFATER (BREBLIFNTES) ¥
HOREE @ BIREZERRZEGR -

Board Composition

The Board comprises 12 Directors and 1 Alternate Director, namely
Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek
Wong) (Managing Director and Chief Executive), Gary Pak-Ling Wang
and Nicholas John Mayhew as Executive Directors, Messrs. Takashi
Morimura (Mr. Muneo Kurauchi as alternate), Hidekazu Horikoshi
and John Wai-Wai Chow as Non-Executive Directors, and Messrs.
Robert Tsai-To Sze, Lon Dounn, Seiji Nakamura, Yuan Shu and Blair
Chilton Pickerell as Independent Non-Executive Directors (“INEDs”).
There is a strong independent element on the Board, to ensure the
independence and objectivity of the Board’s decision-making process
as well as the thoroughness and impartiality of the Board’s oversight
of the Management.

The Board possesses appropriate experience, competencies and
personal qualities to discharge its responsibilities adequately
and effectively. In addition, the Board collectively has adequate
knowledge and expertise relevant to the business activities of the
Company in order to ensure effective governance and oversight. Brief
biographical particulars of the Directors, together with information
relating to the relationship among them, are set out on pages 6
to 11. The Company has maintained on the websites of Dah Sing
Bank and Hong Kong Exchanges and Clearing Limited an updated
list of its Directors identifying their roles and functions and whether
they are INEDs. INEDs are also identified as such in all corporate
communications that disclose the names of the Company’s Directors.

The independence of the INEDs has been assessed in accordance
with the guidelines set out in Rule 3.13 of the Listing Rules.
Following such assessment, the Board considers all the INEDs to be
independent. Further, the Company has also received from each of
the INEDs an annual confirmation of his independence.

The Company issues appointment letters to each of the Non-

Executive Directors (including INEDs), setting out the terms and
conditions of their appointment.
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Board Meetings and Directors’ Attendance

Board meetings are held at least four times each year at
approximately quarterly intervals, and additional board meetings
are held as necessary. Details of Directors’ attendance at the Board

FRE ) ZHBIHNRTE meetings and the annual general meeting (the “AGM”) in 2013 are set
out in the following table:
B’R
EZE83 BEXE
Board meetings AGM
2013 FRBHEBRAREY Total number of meeting(s) held in 2013 7 1
BUHBTEE Independent Non-Executive Directors
& Robert Tsai-To Sze 7/7 1
EL Lon Dounn 7/7 1
RRNE R Seiji Nakamura 4/7 0
& Yuan Shu 7/7 1
B Blair Chilton Pickerell 4/4 A
(R2013%F6 71 HEEZE) (appointed on 1 June 2013) N/A
YN Tai-Lun Sun (Dennis Sun) 3/3 1
(R2013%F6 A1 HRET) (resigned on 1 June 2013)
FHITESE Non-Executive Directors
SR Takashi Morimura 1/7 0
S — Hidekazu Horikoshi 6/7 1
EEE John Wai-Wai Chow 7/7 1
HITEE Executive Directors
FrE David Shou-Yeh Wong 7/7 1
£ Hon-Hing Wong (Derek Wong) 7/7 1
FirZ Gary Pak-Ling Wang 7/7 1
HHEE Nicholas John Mayhew 7/7 1
BErEE Alternate Directors
(FNEZBEES) (alternate to Takashi Morimura)
BARE Muneo Kurauchi 3 A i A
(R2013F 84 14 HEZ(F) (appointed on 14 August 2013) N/A N/A
NEFIFRE Takami Onodera 1 1
(R20134F 6 A 25 ARIF) (resigned on 25 June 2013)
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Board Meetings and Directors’ Attendance (Continued)

Notice of at least 14 days is given of regular Board meetings to give
all Directors an opportunity to attend. For all other Board meetings,
reasonable notice is given in advance. Directors may submit to the
Company Secretary, in writing, and at least seven days in advance,
matters that they would like to include in the agenda for regular
Board meetings. Minutes of the Board and committees of the Board
are kept by the Company Secretary or the secretary of the relevant
committees, and are open for inspection at any reasonable time on
reasonable notice by any Director.

Other than regular Board meetings, the Chairman also meets with
the Non-Executive Directors (including INEDs), without the presence
of the Executive Directors, to facilitate open and frank discussion on
issues relating to the Company.

Pursuant to code provision A.6.7 of the Code, independent non-
executive directors and other non-executive directors should attend
general meetings. Mr. Seiji Nakamura, an Independent Non-Executive
Director, was unable to attend the last Annual General Meeting of
the Company held on 28 May 2013 due to other engagement at the
relevant time.

Directors may, upon reasonable request, seek independent
professional advice in appropriate circumstances, at the Company’s
expense. In circumstances where Directors believe that independent
advice is needed, they should approach the Company Secretary or
the Chief Executive in the first instance with their request. No such
request will be unreasonably denied, and the Company Secretary
or the Chief Executive will endeavor to identify and engage an
appropriate professional adviser at the expense of the Company. The
Company maintains appropriate insurance cover in respect of legal
action against its Directors.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Board Meetings and Directors’ Attendance (Continued)

A director appointed to fill a casual vacancy shall be subject to
election by shareholders at the first general meeting after his/her
appointment. Pursuant to code provision A.4.2 of the Code, every
director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years.
Under the Company’s Articles of Association, the managing director
shall not be subject to retirement by rotation or taken into account in
determining the number of directors to retire. The Board considers
that the exemption of the managing director from such retirement
by rotation provisions would provide the Group with knowledgeable
and consistent leadership and allow more effective planning and
execution of long-term business strategy.

The Board has delegated the day-to-day responsibility of running
the Group to the executive management, and has delegated
responsibility for certain matters to a number of committees, which
are described more fully in the following sections. There are a number
of matters which require the deliberation of the full Board, and may
not be delegated to the committees of the Board or the executive
management. These reserved matters include:

Transactions that a substantial shareholder or a director has a
conflict of interest;

Material acquisitions or disposals at an amount that exceeds
10% of the lower of the Company’s net asset value or market
capitalization at the relevant time;

* Material investments or disposals of investments (except for
normal investment or dealing in securities in the ordinary course
of deploying the surplus funds or investment funds of the
Group);

Any material change in the nature of the Group’s business;
Appointment of new directors;

* Approval of relevant policies; and

Approval of annual budget.
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Induction and Training for Directors

A newly appointed Director is provided with materials relevant to
the Company and briefed by the Management. The Company also
organized continuous professional development and training to its
Directors to ensure that they are fully aware of their responsibilities
under the applicable laws, rules and regulations.

The Directors received trainings on the following areas arranged by
the Company during the year:

bl
Training Areas
TEER/ HEL %/
EZEREER DABZER B/ BB
Corporate Developments
Governance/  in Mainland Business/
Board best China/Asia Financial/
BE Directors practices Region Management
BUHBITEE Independent Non-Executive Directors
LB Robert Tsai-To Sze v v v
! Lon Dounn v/ v -
PRI Seiji Nakamura v v/ v/
7T Yuan Shu v v v
£ME Blair Chilton Pickerell
(R2013%6 5 1HEZF) (appointed on 1 June 2013) v v/ v/
FHITEE Non-Executive Directors
P2 Takashi Morimura - v v/
A — Hidekazu Horikoshi - v v/
FERE John Wai-Wai Chow v v/ v
BITEE Executive Directors
TP David Shou-Yeh Wong v v v
oyt Hon-Hing Wong (Derek Wong) v/ v v
Fla% Gary Pak-Ling Wang v/ v/ v/
HEE Nicholas John Mayhew v/ v v
BELTEE Alternate Director
BEATRE Muneo Kurauchi - v v/
(FNEZBEESR) (alternate to Takashi Morimura)

(R2013F 84 14 HEZ(T)

EXETNFEAZMT BEMEEREEXERSE
c IEEFEHEM
RAMERBRENFAMEZIE ML

W2 ARRERRAZ

g ke

(appointed on 14 August 2013)

record of the training they received during the year.
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Directors also participated in other relevant courses, seminars and
conferences organized by other institutions and professional bodies
during the year. All Directors provided to the Company Secretary a
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The Company acknowledges that there are two key aspects of its
management — the management of the Board and the day-to-day
management of its business, and that there should be a clear division
of these responsibilities at the Board level to ensure a balance of
power and authority, so that no one individual should have unfettered
powers of decision. The roles and objectives of the Chairman, Mr.
David Shou-Yeh Wong, and the Chief Executive, Mr. Hon-Hing Wong
(Derek Wong), are therefore separated and have been approved
by the Board. The Chairman mainly provides leadership for the
Board to ensure that the Board works effectively and discharges its
responsibilities, and all key and appropriate issues are discussed by
the Board in a timely manner. The Chairman possesses the requisite
experience, competencies and personal qualities to fulfill these
responsibilities. The Chief Executive is responsible for the day-to-
day management of the Company to provide business direction and
operational leadership for the benefit of the Group’s businesses,
enhance shareholder value and ensure sound internal control.

The Company has three Non-Executive Directors and five
Independent Non-Executive Directors. Each of the Independent
Non-Executive Directors has provided to the Company confirmation
of independence as required under Rule 3.13 of the Listing Rules.
The Company has complied with Rule 3.10(1) and (2) and 3.10A
with sufficient number of independent non-executive directors who
possess the appropriate professional qualifications and experience.

Pursuant to code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election. The
Non-Executive Directors of the Company are not appointed for a
specific term, but are subject to retirement by rotation and re-election
at annual general meetings in accordance with the provisions of the
Company’s Articles of Association.

Non-Executive Directors, as equal Board members, give the Board
and any committees on which they serve the benefit of their skills,
expertise and varied backgrounds and qualifications through regular
attendance and active participation. They attend regular and special
Board meetings, and are encouraged to attend the general or special
meeting of the shareholders of the Company. The Non-Executive
Directors make valuable contribution to the development of the
Company’s strategy and policies through independent, constructive
and informed comments and suggestions.
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Nomination of Directors

The terms of reference of the Board set out the requirement for a
formal, considered and transparent procedure for the appointment
of new directors to the Board. The terms of reference also explicitly
prohibit the delegation of decisions regarding the appointment of
new directors to sub-committees of the Board or to the management
of the Company, and require that such appointments are made after
deliberation by the full Board.

Remuneration of Directors

The Remuneration Committee was established by the Company in
August 2005 with specific written terms of reference setting out its
roles and responsibilities. The Committee was reconstituted as the
Nomination and Remuneration Committee of the Company in August
2006 with a set of updated terms of reference. It is responsible,
among other things, for the review of the nomination of new directors,
approval of the remuneration of directors and senior management.
Since December 2010, the Committee’s terms of reference have
covered the following roles and responsibilities as well:

- To assist the Board in discharging its responsibility for the
design and operation of the Company’s remuneration system;

- To review and make recommendation in respect of the
Company’s remuneration policy and practices to the Board;

- To be delegated with the responsibility of the Board to
determine the specific remuneration packages of executive

directors and senior management; and

To ensure that regular review of the Company’s remuneration
system and its operation is conducted.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Corporate Governance Duties

The Nomination and Remuneration Committee also performs the
following duties:

- To review the structure, size, composition and diversity of the
Board at least annually and make recommendations on any
proposed changes to the Board;

- To regularly review the efficiency and effectiveness of
the functioning of the Board, particularly in respect of the
composition of Board members;

- To approve the succession planning policy for Board members
and senior management, and make recommendations to the
Board on succession planning for these positions; and

- To review the Board Diversity Policy, the related measurable
objectives and progress on achieving these.

The majority of the members are Independent Non-Executive
Directors. The terms of reference for the Committee are available for
inspection at the Company’s registered office and the website of Dah
Sing Bank.

The Nomination and Remuneration Committee held three meetings in
2013. The current members of the Committee and their attendance
records in 2013 are set out below:

Number of meetings held in 2013 3

Independent Non-Executive Directors

Robert Tsai-To Sze (Chairman) 3/3
Seiji Nakamura 2/3
Yuan Shu 3/3
Tai-Lun Sun (Dennis Sun) 11

(resigned on 1 June 2013)

Executive Directors
David Shou-Yeh Wong 3/3
Hon-Hing Wong (Derek Wong) 3/3
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Corporate Governance Duties (Continued)

The work of the Nomination and Remuneration Committee during
2013 included:

- Determining and approving the remuneration levels for
executive directors and senior management

- Reviewing and endorsing the nomination of directors to the
Board and senior management of the Company and of the
Group

- Reviewing and endorsing the terms of reference of the
Committee

- Reviewing and endorsing the Group’s remuneration policy and
related systems and practices

- Reviewing the disclosure on the Company’s remuneration
systems and practices

- Reviewing and endorsing policies and documents in relation to
the Governance Policy and Procedures for the Board of Dah
Sing Bank

- Reviewing and endorsing the Board Diversity Policy

The Group’s Remuneration Policy

The Group’s policy on remuneration is to maintain fair and competitive
packages for its employees, which are commensurate with market
terms, and are based on business needs, expertise and quality of
the individuals, and with proper reference to industry practice and
regulatory guidelines.

DAH SING FINANCIAL HOLDINGS LIMITED |
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The Group’s Remuneration Policy (Continued)

For determining the level of fees paid to members of the Board of
Directors, market rates and factors such as each director’s workload
and required commitment will be taken into account. The following
factors are considered when determining the remuneration packages
of executive directors:

Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

- Reference to market pay level commensurate with the individual’s
responsibility

- Consideration of regulatory guidelines

- Retention considerations and each individual’s potential

During the process of consideration, no individual director will be
involved in decisions relating to his/her own remuneration.

Board Diversity Policy

The Board adopted a Board Diversity Policy on 3 December 2013. The
key terms of this policy are set out as follows:

1. Purpose

This Policy aims to set out the approach to achieve diversity
on the Company’s Board of Directors in order to enhance the
quality of its performance which in turn benefits the Company
and its business as a whole.
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Board Diversity Policy (Continued)

2.

Policy statement

The Company recognizes and embraces the benefits of having
a diverse Board in supporting the attainment of its business
objectives and sustainable development. Board diversity has
been considered from a number of aspects, including but
not limited to gender, age, ethnicity, cultural and educational
background, professional experience, skills, knowledge
and length of service. All Board appointments will be based
on meritocracy, and candidates will be considered against
objective criteria, having due regard for the factors on personal
attributes outlined above, expectation on contribution to the
Board, and the benefit of diversity of the Board.

Measurable Objectives

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, ethnicity,
cultural and educational background, professional experience,
skills, knowledge, independence and length of service. The
ultimate decision will be based on merit and contribution that
the selected candidates will bring to the Board.

Monitoring and Reporting

The Nomination and Remuneration Committee will review and
report annually, in the corporate governance report, a summary
of this Policy, the measurable objectives to implement this
Policy and progress made towards achieving those objectives.

Review of the Policy

The Nomination and Remuneration Committee will review this
Policy, as appropriate, to ensure the effectiveness of this Policy
and discuss and recommend any revisions that may be required
to the Board for consideration and approval.

DAH SING FINANCIAL HOLDINGS LIMITED |
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Auditors’ Independence and Remuneration

The Company has reviewed and is satisfied with the independence of
the Company’s external auditors, PricewaterhouseCoopers (“PwC”),
for performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only when
the Company can benefit in a cost-effective manner and the
independence and objectivity of PwC as the Company’s external
auditors can be maintained. Otherwise, professional services from
other firms are used.

In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services during 2013
by rendering review of tax returns and computation, tax advisory
services, review of the Group’s interim financial disclosure, and review
of the update on the offering circular of Dah Sing Bank, Limited’s
US$2 Billion Euro Medium Term Note Programme, and independent
assessments of certain operational processes and control of the
Group.

The remuneration paid/payable to the external auditors of the
Company in respect of audit services and non-audit services for the
year ended 31 December 2013 is set out as follows:

eXxft Bz EA

BARDTRBEHRE Services rendered for the Company Fee paid/payable

(F#&x)

(HK$°000)

E%R Audit services 9,300
FEZLAINRTE Non-audit services:

o EHIRFRITERDANEH
BUM T I SR IE A 8

MIEEREE

Hit

N

op

7
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° Review of the updated Euro Medium

Term Note Programme of Dah Sing Bank, Limited 255
° Tax compliance review 706
° Others 1,105
Total 11,366
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The Audit Committee, established by the Board of the Company, is
responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the Directors have exercised
the care, diligence and skills prescribed by laws, and that appropriate
accounting and financial reporting standards are followed.

The Committee makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The Committee
reviews and monitors the external auditors’ independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards.

The Committee reviews and monitors the integrity of the Company’s
annual and interim financial statements, including significant financial
reporting judgments used in producing the financial statements.

The Committee reviews the Company’s internal controls and reports
its major findings and comments to the Board. Descriptions of the
Company’s internal control system are set out below, whilst for
risk management, these are shown in the Supplementary Financial
Information under Risk Management and described with appropriate
financial quantification in the Financial Risk Management sections as
notes to the annual financial statements.

The terms of reference for the Audit Committee are available for
inspection at the Company’s registered office and the website of Dah
Sing Bank.

The members of the Committee are Mr. Robert Tsai-To Sze
(Chairman), Mr. Lon Dounn and Mr. Blair Chilton Pickerell. All of
the members of the Committee are Independent Non-Executive
Directors with extensive experience in banking, finance and
business management. The Committee’s chairman, Mr. Sze, is
a qualified accountant and was a partner of a predecessor firm
of PricewaterhouseCoopers up to June 1996. None of the other
committee members are employed by or otherwise affiliated with the
former or existing external auditors of the Company.

The Committee members meet at least three times a year with the

Company’s senior management, the head of internal audit and the
external auditors. In 2013, a total of three meetings were held.
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The attendance record of individual directors at the Audit Committee
meetings in 2013 is set out below:

Number of meetings held in 2013 3

Independent Non-Executive Directors

Robert Tsai-To Sze (Chairman) 3/3
Lon Dounn 3/3
Blair Chilton Pickerell (appointed on 1 June 2013) 2/2

Non-Executive Director
John Wai-Wai Chow (resigned on 1 June 2013) 1/1

To enable Directors to be informed of the discussions and decisions
of the Audit Committee, the minutes of the Audit Committee meetings
are included in the board papers of regular board meetings sent to
Directors.

The following is a summary of the work of the Audit Committee during
2013 in discharging its responsibilities:

a. Review of, and providing advice and recommendations to the
Board for the approval of the 2012 results announcements and
audited financial statements of the Group, and the 2013 interim
report;

b. Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2012 audit and financial
statements;

C. Review of the Corporate Governance Report of 2012 for
inclusion in the Company’s 2012 annual report and the key
changes to the Corporate Governance Code of the Listing
Rules;

d. Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
Audit Committee in the second half of 2012 and the first half of
2013;

e. Review of connected party transactions and disclosure;

f. Review and approval of the appointment and remuneration of
external auditors;

g. Review of the findings and recommendations of the external
auditors;
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h. Review and approval of the external auditors’ audit plan;

i. Review and approval of internal audit plan;

j- Review of the internal audit’s work, findings and recommendations;

k. Review of update from Group Legal and Compliance Division on
the Hong Kong Monetary Authority (“HKMA”) examinations and
regulatory concerns, management’s actions in implementing the
HKMA'’s recommendations;

I Review of the highlight of major new accounting and financial
reporting standards and guidance issued by the Hong Kong
Institute of Certified Public Accountants, and impact to the
Group on their adoption; and

m.  Review of significant accounting treatments for the preparation
of 2013 financial statements.

Accountability and Audit of Financial Statements

It is the responsibility of the Board to present a balanced, clear and
comprehensible assessment of the Company’s performance, position
and prospects.

Management is responsible for providing such explanation and
information to the Board to enable the Board to make an informed
assessment of the financial and other information put before the
Board for approval.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 2013, the
Directors are not aware of any material uncertainties relating to events
or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concern. The Directors have prepared
the financial statements of the Group on a going-concern basis.
The responsibility of the Group’s external auditors on the financial
statements is set out in the Independent Auditor’s Report attached to
the Group’s financial statements.

The Board is also responsible for providing a balanced, clear and
understandable assessment to annual and interim reports, other
price-sensitive announcements and other financial disclosures
required under the Listing Rules, as well as to information required to
be disclosed pursuant to statutory or regulatory requirements.
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Internal Controls

The Board has delegated to management the responsibility to
develop and maintain a sound internal control system. The internal
control system, operating through a framework of management and
operational controls, and risk management systems, is intended to
allow the Board to monitor the Group’s business performance and
financial positions, to control and adjust risk exposures, to adopt
sound business practices, to obtain reasonable assurance on controls
against fraud and errors, to ensure compliance with applicable laws
and regulations, and to exercise oversight on and provide guidance
to management in achieving the Company’s objectives. However, it
should be recognized that the Group’s internal control procedures
can only provide reasonable, not absolute, assurance against material
errors, losses or fraud.

The key procedures that the Group has established to maintain an
effective internal control system are as follows:

- A clear management organizational structure is set up with well-
defined lines of authority, accountability and responsibilities.

- Specialized committees are formed to oversee and control
significant risk factors, such as credit risk, liquidity and interest
rate risks, operational risk and compliance risk.

- Regular reporting of the performance of the Company’s
businesses to senior management and management
committees including the Executive Committee. Actual
performance results against budgets are closely monitored. The
Board reviews the Group’s business and financial performance
on a quarterly basis.

- Written policies and procedures are established to facilitate
proper assessment of customers, services to customers,
segregation of duties, accuracy and completeness of
transaction processing, safeguarding of assets, credit control
and risk monitoring, control of business exposures, compliance
control and monitoring (including anti-money laundering),
staff training, IT development, IT governance and information
security, business continuity planning, financial control
(including accounting, regulatory reporting, financial reporting
to comply with regulatory and financial reporting standards,
management accounting and budget control, reconciliation of
accounts), and system of management oversight including the
operations of various functional committees.
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Internal Controls (Continued)

- The independent internal audit function monitors compliance
with management policies and procedures, and regulatory
requirements; and will conduct a wide variety of internal
control reviews and audit activities such as compliance audits
and operations and systems reviews to ensure the integrity,
efficiency and effectiveness of the systems of control. The Head
of Internal Audit reports functionally to the Audit Committee and
administratively to the Chief Executive with direct access to the
Executive Committee.

- The independent group risk function monitors and reports the
Group’s risk positions and analysis to senior management, Risk
Management and Compliance Committee and the Board, and
operates to sustain a sound asset quality and risk control in the
portfolio of the Group’s businesses with due consideration of a
proper risk and return balance.

- The Group’s business continues its ongoing upgrade of risk
management framework and capabilities to strengthen its risk
control and effectiveness, which are key to the maintenance of
sound internal control process of the Group.

- The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability
of compliance requirements and is responsible for overseeing
and guiding the development, maintenance and enhancement
of compliance system, policies and practices to ensure
compliance with all statutory requirements and regulatory
guidelines. The Group Legal and Compliance Division performs
an independent on-going monitoring role on the Group’s
compliance with relevant rules and regulations.

Assessment of Internal Control System

In assessing the effectiveness of the internal control system, the
Board has considered reviews performed by the Audit Committee and
executive management, and the findings of both internal and external
auditors.
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Assessment of Internal Control System (Continued)

Under the direction of the Audit Committee, the Group’s Internal
Audit in the year conducted an assessment covering all material
controls, including financial, operational and compliance controls and
risk management practices. The 2013 reviews included an annual
assessment of internal control system with reference to the comments
made by both internal and external auditors, policies and procedures
of the Group, regulatory guidelines and the Code regarding internal
controls. The Group will continue to work to enhance its internal
control system and processes.

The Board is responsible for performing the corporate governance
duties including:

- to develop and review of the Group’s policy and practices on
corporate governance

- to review and monitor the training and continuous professional
development of directors and senior management

- to review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements

- to develop, review and monitor the code of conduct and
compliance manual applicable to employees and directors

- to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report

During 2013, the Board performed the following corporate
governance matters:

Established Board Diversity Policy as required by the Code

- Approved the updated the terms of reference of Nomination and

Remuneration Committee as well as Audit Committee

- Approved the Group’s Code of Conduct for employees,
Whistle-blowing Policy and Staff Securities Dealing Policy

- Reviewed continuing professional training for directors

- Approved the Corporate Governance Report
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(1) Effective Communication

The Board attaches great importance to communication with
shareholders. The Management holds group meetings with analysts in
connection with the Company’s annual and interim results. Apart from
the above, designated senior executives maintain regular dialogue
with institutional investors and analysts to keep them abreast of the
Company’s development, subject to compliance with the applicable
laws and regulations.

Moreover, Dah Sing Bank’s website (www.dahsing.com) offers timely
access to the Company’s financial information, announcements/
circulars to shareholders and information on the Company’s corporate
governance structure and practices, in addition to business and
corporate social responsibility activities of the Group.

(2) Convening an Extraordinary General Meeting

Shareholder(s) holding not less than 10 percent of the paid-up capital
of the Company may put forth requisition to convene an Extraordinary
General Meeting of the Company.

The requisition must (i) state the objectives of the meeting, (ii) be
signed by the requisitionist(s) and (jiii) be deposited at the Company’s
registered office at 36th Floor, Dah Sing Financial Centre, 108
Gloucester Road, Hong Kong. It may also consist of several
documents in like form, each signed by one or more requisitionist(s).

The requisition must also state (i) the name(s) of the requisitionist(s),
(i) the contact details of the requisitionists(s) and (iii) the number of
ordinary shares of the Company held by the requisitionist(s).

The Directors must proceed to convene an Extraordinary General
Meeting within 21 days from the date of the deposit of the requisition.
Such meeting should be held on a day not more than 28 days after the
date on which the notice convening the meeting is given.

If the Directors fail to convene the Extraordinary General Meeting
as aforesaid, the requisitionist(s), or any of them representing more
than one-half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be held
after the expiration of three months from the date of the deposit of the
requisition.
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(2) Convening an Extraordinary General Meeting (Continued)

A meeting so convened by the requisitionist(s) shall be convened in
the same manner, as nearly as possible, as that in which meetings are
to be convened by the Directors.

Any reasonable expenses incurred by the requisitionist(s) by reason of
the failure of the Directors to duly convene a meeting shall be repaid
to the requisitionist(s) by the Company.

(3) Putting forward proposals at general meetings

Shareholders representing not less than 2.5 percent of the total voting
rights of the Company, or not less than 50 shareholders, who are
entitled to vote on a resolution at a general meeting, may:

- put forward a proposal at a general meeting

- circulate to other shareholders a written statement with respect
to matters to be dealt with at a general meeting

Shareholders may refer to section 580 of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) for further details on
the shareholder qualifications and the procedures and timeline in
connection with the above.

(4) Submission of enquiries to the Board

Shareholders may send their enquiries requiring the Board’s attention
to the Company Secretary at the Company’s registered office.
Questions about the procedures for convening or putting forward
proposals at an Annual General Meeting or Extraordinary General
Meeting may also be put to the Company Secretary.

The Company has not changed its constitutional documents in 2013.

The Company Secretary of the Company possesses the relevant
qualifications and experience pursuant to the requirements of rule
3.29 of the Listing Rules. She has taken no less than 15 hours of
relevant professional training during the financial year ended 31
December 2013.
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The Directors submit their report together with the audited financial
statements for the year ended 31 December 2013.

The principal activity of Dah Sing Financial Holdings Limited (the
“Company”) is investment holding. The principal activities of the
subsidiaries are shown in Note 34 to the financial statements. An
analysis of the performance of the Company and its subsidiaries
(the “Group”) for the reporting period by business and geographical
segments are set out in Note 5 to the financial statements.

The results of the Group for the year ended 31 December 2013 are set
out in the consolidated income statement on page 78.

The Directors declared an interim dividend of HK$0.31 per share and
a total of HK$91,923,257.78 in cash was paid on 26 September 2013.

The Directors recommend the payment of a final dividend of HK$0.91
per share in cash, totalling HK$269,839,240.58.

Movements in the share capital of the Company during the year are
shown in Note 50 to the financial statements.

Movements in the reserves of the Group and of the Company during
the year are set out in Note 51 to the financial statements.

During the year, the Group made charitable and other donations
amounting to HK$1,324,000.

Movements in the fixed assets of the Group during the year are shown
in Note 36 to the financial statements.
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AEEANBEEAREBR LEET S The Directors during the year and up to the date of this report are:
TP David Shou-Yeh Wong
Ey Chairman
B Robert Tsai-To Sze*
ELEAA Lon Dounn*
RAE IR Seiji Nakamura*
&> Yuan Shu*
E i Blair Chilton Pickerell*
(R2013F6 A1 HEZ(T) (appointed with effect from 1 June 2013)
A E Takashi Morimura
YRS — Hidekazu Horikoshi
ERE John Wai-Wai Chow
=AM Hon-Hing Wong (Derek Wong)
EFMACTEFTTIHARR Managing Director and Chief Executive
FirZ Gary Pak-Ling Wang
BEEE Nicholas John Mayhew
BARK Muneo Kurauchi
(2013F8 A 14 HIEEZ (T A TFHEZEITEE) (appointed as alternate to Takashi Morimura with effect from
14 August 2013)
FEAXfwBBS,JP* Tai-Lun Sun (Dennis Sun) B.B.B., J.P.*
(R20134F6 A 1HRF) (resigned with effect from 1 June 2013)
NEFFRE Takami Onodera
(201346 H25 K IFBTHEZ ELEE) (ceased to act as alternate to Takashi Morimura with effect from

25 June 2013)

B INITEE * Independent Non-executive Directors
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In accordance with Article 110 of the Company’s Articles of
Association, one-third (or the number nearest to but not exceeding
one-third) of the Directors being those who have been longest in office
shall retire by rotation at each annual general meeting. The Directors
retiring under Article 110 are, however, eligible for re-election.
Accordingly, Messrs. Gary Pak-Ling Wang, John Wai-Wai Chow and
Takashi Morimura will retire, and being eligible, offer themselves for
re-election at the forthcoming annual general meeting.

In accordance with Article 114 of the Company’s Articles of
Association, any Director who is appointed at any time shall retain his
office until the next following annual general meeting of the Company
at which he shall retire and, being eligible, offer himself for re-election.
Accordingly, Mr. Blair Chilton Pickerell who was appointed on 1 June
2013, will hold office until the forthcoming annual general meeting
and, being eligible, offer himself for re-election.

The Company has received an annual confirmation from each of the
Independent Non-Executive Directors as regards their continued
independence while serving as members of the Board of Directors
during the year, and the Company still considers all the Independent
Non-Executive Directors to be independent.

Details of the Directors to be re-elected at the forthcoming annual
general meeting are set out in the circular to the shareholders sent
together with this Annual Report.

None of the Directors proposed for re-election has a service contract
with the Company or any of its subsidiaries which is not determinable
within one year without payment of compensation, other than

statutory compensation.
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As at 31 December 2013, the interests and short positions of the
Directors and the Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were required to
be notified to the Company and The Stock Exchange of Hong Kong
Limited (“SEHK”) pursuant to Part XV of the SFO (including interests
and short positions which they have taken on or are deemed to have
acquired under such provisions of the SFO), or which were required,
pursuant to the SFO, to be entered in the register referred to therein,
or as otherwise required to be notified to the Company and the SEHK
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers and the code of conduct for directors’ securities
dealing adopted by the Company (collectively the “Model Code”) were

as follows:

a) Interests in the shares of the Company and its
associated corporation

MR AE
HEHEE BT
RAEZBERL

Percentage
of interests

RIDEE in the
Number of shares relevant
BARS EEER HitiEs AR issued
Personal Corporate Other Total share
= Directors Interests Interests Interests Interests capital
E2 WG| Number of ordinary shares
ERRRAG in the Company
TF¥ David Shou-Yeh Wong - 9,153,714 111,671,8482 120,825,562 40.75
[EEE John Wai-Wai Chow 1,082,505 - - 1,082,505 0.37
FEAHBRTEBERAT Number of ordinary shares
ERRRAG in Dah Sing Banking
Group Limited
FFE David Shou-Yeh Wong - 933,595,496© - 933,595,496 74.61
[EEE John Wai-Wai Chow 186,376 - - 186,376 0.01
BEEY Nicholas John Mayhew® 22,000 - - 22,000 0.00
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Interests in the shares of the Company and its
associated corporation (Continued)

The corporate interests are in respect of shares held by companies in
which the director has an interest of one third or more.

Such shares are indirectly held by HSBC International Trustee Limited, a
trustee of a discretionary trust established for the benefit of David Shou-
Yeh Wong and his family members.

Such shares include the indirect corporate interests of David Shou-Yeh
Wong in Dah Sing Banking Group Limited (“DSBG”) under Part XV of the
SFO by virtue of his beneficial interests of 40.75% in the Company which
currently holds a controlling interest of 74.59% in DSBG and interests in
DSBG held through a company controlled by David Shou-Yeh Wong.

In addition to the interests in DSBG disclosed above, Nicholas John
Mayhew is also beneficially interested in all of the preference shares of
DSE Investment Services Limited (“DSE”) in issue totalling HK$700. DSE
is a wholly owned subsidiary of the Company which is currently dormant.

Interests in options under share option schemes of the
Company and its associated corporation

i) Share option scheme of the Company

The shareholders of the Company approved to adopt the new
Share Option Scheme (“DSFH Option Scheme”) on 28 April
2005.

In accordance with the requirements of The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), a summary of the DSFH Option
Scheme is disclosed as follows:

(1)  Purpose of the DSFH Option Scheme:

The purpose of the DSFH Option Scheme is to provide an
incentive and/or reward to grantees for their contribution
to, and continuing efforts to promote the interests of, the
Group.
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b)

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

i) Share option scheme of the Company (Continued)

(2) Participants of the DSFH Option Scheme:

Any director, manager, or other employee holding an
executive, managerial or supervisory position in the Group
as the Board may in its sole discretion determine to be
eligible to participate in the DSFH Option Scheme.

(3)  Total number of shares available for issue under the DSFH
Option Scheme and percentage of issued share capital as
of 31 December 2013:

The number of shares available for issue under the DSFH
Option Scheme is 11,071,512 shares, representing 3.73%
of the total issued share capital of the Company as at 31
December 2013.

(4)  Maximum entitlement of each participant under the DSFH
Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSFH Option Scheme and
the Listing Rules as amended from time to time.

(5)  Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board of
the Company, and is specified when related options are
granted. Shares under the options must be taken up within
10 years from the date of grant. All the existing options
under the DSFH Option Scheme shall be exercisable upon
vesting in five equal tranches between the first and fifth
anniversaries from the date of grant.
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

)
©6)

Share option scheme of the Company (Continued)

Minimum period for which an option must be held before
it can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of the Company, and is specified when related
options are granted. None of the existing share options
under the DSFH Option Scheme shall be exercisable
within one year from the date of grant.

Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting
of options or such period the Board may determine from
time to time.

Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of the Company on the basis no less exacting
than the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of (i)
the closing price of the Company’s shares traded on the
SEHK on the date of grant; (ii) the average closing price
of the Company’s shares traded on the SEHK for the five
trading days immediately preceding the date of grant; and
(i) the nominal value of the Company’s shares of HK$2
each in the capital of the Company. (The new Companies
Ordinance (Cap. 622), which came into force on 3 March
2014, adopts a mandatory system of no nominal value for
all Hong Kong incorporated companies having a share
capital and abolishes the concept of nominal value for all
shares. With effect from 3 March 2014, the shares of the
Company have no nominal value.)

DAH SING FINANCIAL HOLDINGS LIMITED |
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

i)
©)

Share option scheme of the Company (Continued)
Remaining life of the DSFH Option Scheme:
The DSFH Option Scheme shall be valid and effective for

a period of 10 years commencing from 28 April 2005 and
expiring at the close of 27 April 2015.

Pursuant to the DSFH Option Scheme, a Director of the

Company and directors of the Company’s major operating

subsidiaries were granted options under the DSFH Option

Sche

me. Details of the movements during the year ended,

FIR2ANHIEERERACESREFEFR and the status as at, 31 December 2013 of the Company’s
e = =1l N outstanding share options which have been granted under the
DSFH Option Scheme are as follows:
AREEZZRAEA
Number of the Company’s shares in the options
R2013E H2013F
1B1R 2013%R  2013%%  12831A i
b b X% %8 k8 Exercise period
Held at Granted Lapsed Held at Exercise RHA ] B
ERA Grantee 1172013 during 2013 during 2013 31/12/2013 price  Grant date From To
Er o (B/RIE)  (RIR/E)  (BIAE)
HKS$ (DIMKY) (D/MAY) (DIMNY)

Bz Director

REE Nicholas John Mayhew 104,475 - 104,475 - 50.28"  28/9/2007 28/9/2008 28/9/2013

EftEEAEY  Aggregate of other employees? 104,475 - 104,475 - 50287 28/9/2007  28/9/2008  28/9/2013

750,000 - - 750,000 4000 12A2/2011 1271212012 1211272017
400,000 - - 400,000 3825 211212012 21/12/2013  21/12/2018

EEE Notes:

(1) #&R2010F12 A Rk 2 R i /B 3 (1)  Adjusted as a result of the rights issue completed in December
- ANQRIBR2010F 12 A 16 Bt /B 2010. The key summary of related adjustments had been
AEMEIEL DM - announced by the Company on 16 December 2010.

(2 RBEEINETFTETEERES BEAR (2)  Share options were granted to certain eligible employees, who

RATELENBRARNES  SMERE
ABSBE - W REBEMBGHT [E=H
B8] THENER -

AremEEFRAR |

are directors, senior executives or officers of major operating
subsidiaries of the Company and are working under employment
contracts that are regarded as “continuous contracts” for the
purpose of the Employment Ordinance of Hong Kong.



Z) EXRLRARMEBARMERARERS

(&)
) AREZBEE S ()

it ()

(@) FARBEAHERREER S TR TR
Tﬁ)\ZE AR A RS A= 5
F0 5 TFIGRBIA] T LATTEE

(4) HZE2013F12A31HILEFEN - ERF
SRBRERTEIT - WEDRE T AT
St o

(6) REEEECEEFBIARYBEREM T
55°

i) AREFEBREEE- K RTEE
BIRA ]2 R 2

AFRITEEER AR ([ KFRITEE])
ZRBRERTEI(T RIR|ITEBRREET
11)7 2004 F6 A 12 BERQE AM—A
REMHBMA - AFRITEEEESEER

SEBERBERT - e 818 A B R (T
2004 F6 AR ARBREN)DAE
B e

RIFETRRNZ B  RIRITEBEZR
REEtEIB T
(1) KHRITEERBETEIN B
RFTIRITEERBAE B0 B VR
B RRERESERITRABNY
SEMEFMIER

Q) KHBITERERBRETEN2EA
RIRITEERLEA B EER2 A

ABRAHMBITEBELNBAR &
EREFEERLZES -

b)

e
“Ht
T8>
—|>_;IKU|+
DfF
It

Interests in options under share option schemes of the
Company and its associated corporation (Continued)

i) Share option scheme of the Company (Continued)

Notes: (Continued)

(3) All the existing share options under the DSFH Option Scheme
shall be exercisable upon vesting in five equal tranches between
the first and fifth anniversaries from the date of grant.

(4) No share options under the DSFH Option Scheme were exercised
or cancelled during the year ended 31 December 2013.

(5) Details of the computation of the value of options are shown in
Note 55 to the financial statements.

ii) Share option scheme of Dah Sing Banking Group Limited,
a majority owned subsidiary of the Company

The Share Option Scheme (“DSBG Option Scheme”) of Dah
Sing Banking Group Limited (“DSBG”) was initially approved by
the Company, being the sole shareholder of DSBG, on 12 June
2004. With the approval of the SEHK, the terms of the DSBG
Option Scheme as disclosed in DSBG'’s initial public offering
prospectus remained valid after its public listing in June 2004.

In accordance with the requirements of the Listing Rules, a
summary of the DSBG Option Scheme is disclosed as follows:

(1)  Purpose of the DSBG Option Scheme:
The purpose of the DSBG Option Scheme is to attract,
motivate and retain high quality executives to contribute
to the Group’s business and growth.

(2) Participants of the DSBG Option Scheme:
Eligible participants of the DSBG Option Scheme included

directors and employees holding supervisory positions in
DSBG and its subsidiaries.

DAH SING FINANCIAL HOLDINGS LIMITED |
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

ii)

3)

Share option scheme of Dah Sing Banking Group Limited,
a majority owned subsidiary of the Company (Continued)

Total number of shares available for issue under the DSBG
Option Scheme and percentage of issued share capital as
of 31 December 2013:

The number of shares available for issue under the DSBG
Option Scheme is 28,695,000 shares, representing
2.29% of the total issued share capital of DSBG as at 31
December 2013.

Maximum entitlement of each participant under the DSBG
Option Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSBG Option Scheme and
the Listing Rules as amended from time to time.

Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board of
DSBG, and is specified when related options are granted.
Shares under the options must be taken up within 10
years from the date of grant. All the existing share options
under the DSBG Option Scheme shall be exercisable upon
vesting in five equal tranches between the first and fifth
anniversaries from the date of grant.
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

ii)

(6)

Share option scheme of Dah Sing Banking Group Limited,
a majority owned subsidiary of the Company (Continued)

Minimum period for which an option must be held before
it can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of DSBG, and is specified when related options
are granted. None of the existing share options under the
DSBG Option Scheme shall be exercisable within one year
from the date of grant.

Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 28 days upon offer of granting
of options or such period the Board may determine from
time to time.

Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of DSBG on the basis no less exacting than
the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the highest of (i)
the closing price of DSBG’s shares traded on the SEHK
on the date of grant; (ii) the average closing prices of
DSBG’s shares traded on the SEHK for the five trading
days immediately preceding the date of grant; and (iii)
the nominal value of DSBG’s shares of HK$1 each in the
capital of DSBG. (The new Companies Ordinance (Cap.
622), which came into force on 3 March 2014, adopts
a mandatory system of no nominal value for all Hong
Kong incorporated companies having a share capital and
abolishes the concept of nominal value for all shares. With
effect from 3 March 2014, the shares of DSBG have no
nominal value.)

DAH SING FINANCIAL HOLDINGS LIMITED |
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

ii) Share option scheme of Dah Sing Banking Group Limited,
a majority owned subsidiary of the Company (Continued)

(9) Remaining life of the DSBG Option Scheme:

The DSBG Option Scheme shall be valid and effective for
a period of 10 years commencing from 12 June 2004 and
expiring at the close of 11 June 2014.

Pursuant to the DSBG Option Scheme, certain Directors
of the Company and its major operating subsidiaries were
granted options under the DSBG Option Scheme. Details of
the movements during the year ended, and the status as at, 31
December 2013 of DSBG’s outstanding share options which
have been granted under the DSBG Option Scheme are as

follows:
AmEaZ 2 RHHA
Number of DSBG’s shares in the options
R2013F 20135
1R1R 2013%& 20135  12A31R (g2
58 it X% 58 k8 Exercise period
Held at Granted Lapsed Held at Exercise A ] 3
ERA Grantee 1172013 during 2013 during 2013 31/12/2013 price  Grant date From To
Er (B/RIE)  (RIR/E) (BIAME)
HK$ (DY) (DIMFY) (DY)
EZ Directors
TihE Gary Pak-Ling Wang 2,600,000 - - 2,600,000 925 121272011 127122012 12112/2017
900,000 - - 900,000 827 211272012 21/122018  21/12/2018
RBE Nicholas John Mayhew 2,400,000 - - 2,400,000 925 121272011 127122012 12112/2017
800,000 - - 800,000 827 211272012 21/122018  21/12/2018
RESAEY  Aggregate of other employees! 2,800,000 - - 2,800,000 925 foMM2i0tt  12M22012  12M2/2017
2,300,000 - - 2,300,000 827 211272012 21/122018  21/12/2018

AremEEFRAR |
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b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

ii) Share option scheme of Dah Sing Banking Group Limited,
a majority owned subsidiary of the Company (Continued)

Notes:

(1) Share options were granted to certain eligible employees, who
are directors, senior executives or officers of major operating
subsidiaries of DSBG and are working under employment
contracts that are regarded as “continuous contracts” for the
purpose of the Employment Ordinance of Hong Kong.

) All the existing share options under the DSBG Option Scheme
shall be exercisable upon vesting in five equal tranches between
the first and fifth anniversaries from the date of grant.

(3) No share options under DSBG Option Scheme were exercised or
cancelled during the year ended 31 December 2013.

(4) Details of the computation of the value of options are shown in
Note 55 to the financial statements.

All the interests stated above represent long positions. As at 31
December 2013, none of the Directors of the Company held any short
positions as defined under the SFO which are required to be recorded
in the register of directors’ and chief executives’ interests and short
positions.

Save as disclosed above, as at 31 December 2013, none of the
Directors or Chief Executive of the Company and their respective
associates had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO, or as otherwise notified to the Company
and the SEHK pursuant to the Model Code.

No contracts of significance in relation to the Company’s business
to which the Company or its subsidiaries was a party and in which a
Director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year.

DAH SING FINANCIAL HOLDINGS LIMITED |
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As of 31 December 2013, the following are the persons, other than
the Directors and Chief Executive of the Company whose interests are
disclosed above, who had interests or short positions in the shares
and underlying shares of the Company as recorded in the register of

shareholders’ interests required to be kept by the Company pursuant
to section 336 of Part XV of the SFO or otherwise known to the

Company.
REHA AT RT
BAEZBEHE®
Percentage of
BRHEE interests in
RE 513 Number of the issued
Shareholder Capacity shares held share capital®
ITHREE FAHEBEEATREER
MR e A B
Christine Yen Wong Deemed interests by virtue of her 120,825,562 40.75*
spouse having a notifiable interest
& LB EFEAR AR EEAREE R
HSBC International Trustee Limited Trustee and corporate interests 111,671,848@ 37.66*
EEAREE R
DSI Limited Trustee and corporate interests 54,164,233 18.27*
EEAREE R
DSI Group Limited Trustee and corporate interests 39,883,9770 13.45*
EEAREE R
DSI Holding Limited Trustee and corporate interests 17,623,638 5.94*
ZZURE@EE B
Mitsubishi UFJ Financial Group, Inc. Corporate interests 45,018,387 15.18
ZERRUFJIRT gy o
The Bank of Tokyo-Mitsubishi UFJ, Ltd.  Beneficial interests 45,018,387 15.18
Aberdeen Asset Management Plc REKE
REEPETZHERE
Aberdeen Asset Management Plc Investment manager 23,617,618 7.96
and its associates under
mandates
REKE
Aberdeen Asset Management Investment manager 18,048,000 6.09

Asia Limited

RTemEEFRAF |
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Each of the interests of HSBC International Trustee Limited, DSI Limited,
DSI Group Limited and DSI Holding Limited forms part of the shares
held by David Shou-Yeh Wong in the Company as disclosed under the
heading of “Interests of Directors and Chief Executive”. The interests
of Christine Yen Wong represent the whole of such shares. Therefore,
these shareholdings should not be aggregated, and rather form part or
whole of the same share interests of David Shou-Yeh Wong held in the
Company.

Such shares represent deemed interests of Christine Yen Wong by virtue
of her spouse, David Shou-Yeh Wong being a substantial shareholder
of the Company having a notifiable interest in the relevant share capital
of the Company (under the interpretation of section 316(1) of the SFO).
These interests comprise the same shares held by David Shou-Yeh
Wong under the heading of “Interests of Directors and Chief Executive”
above.

Such shares are mainly comprised of the interests indirectly held by
HSBC International Trustee Limited in trust for a discretionary trust
established for the benefit of David Shou-Yeh Wong and his family
members. Related shares have been included in the “Other interests” of
David Shou-Yeh Wong as disclosed under the heading of “Interests of
Directors and Chief Executive” above.

Such shares are mainly comprised of the interests indirectly held by
DSI Limited, DSI Group Limited and DSI Holding Limited in trust for
a discretionary trust established for the benefit of David Shou-Yeh
Wong and his family members. Related shares have been included in
the “Other interests” of David Shou-Yeh Wong as disclosed under the
heading of “Interests of Directors and Chief Executive” above.

Percentage of interests held by each named shareholder was calculated
with reference to the total number of shares of the Company in issue as
at 31 December 2013 being the record date.

All the interests stated above represent long positions. As at 31

December 2013, no short positions were recorded in the register of

shareholders’ interests in shares and short positions maintained by

the Company.

There was no purchase, sale or redemption by the Company, or any

of its subsidiaries, of the listed securities of the Company during the

year ended 31 December 2013.

DAH SING FINANCIAL HOLDINGS LIMITED |
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No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2013.

Distributable reserves of the Company at 31 December 2013,
calculated under section 79B of the Hong Kong Companies Ordinance,
amounted to HK$1,312,405,000 (2012: HK$1,384,505,000).

Details of transactions with related parties of the Group for the year
ended 31 December 2013 have been set out in Note 54 to the financial
statements.

The published results and the assets and liabilities of the Group for the
last five years are included in the section of the annual report under
“Financial Summary”.

During the year ended 31 December 2013, the Group derived less
than 30% of interest income and other operating income from its five
largest customers.

The Company has maintained the prescribed public float under the
Listing Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors of the Company.

The accompanying financial statements comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.



A BRI K BIBES N EBAER -
ZREEMERER - BRTREEBET - HEE
ZBERBFERET  BREFSEAFEEFELIAM
HEBEE BN EBMARNRRZEENER - AR
BIFEBE 3F AL B IA A BIRXERAD -

EEEEMm
S
TE

%HB 20143 H26H

e
Ht
T8
—|>_;IKU|+
DfF
It

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.
A resolution for the re-appointment of PricewaterhouseCoopers as
auditors of the Company is to be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors in the
preceding three years.

On behalf of the Board
David Shou-Yeh Wong
Chairman

Hong Kong, 26 March 2014
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(AT ThL5R)

For the year ended 31 December 2013
(Expressed in thousands of Hong Kong dollars)

KB
MisE Restated
Note 2013 2012
FEHA Interest income 4,661,835 4,148,636
FESZH Interest expense (1,553,887) (1,655,072)
FBRE WA Net interest income 6 3,107,948 2,493,564
AR5 & K AR WA Fee and commission income 861,752 691,833
RSB RASS T Fee and commission expense (239,640) (219,371)
FREERASBKA Net fee and commission income 7 622,112 472,462
FEERA Net trading income 8 15,037 792,959
FRE R EMUA Net insurance premium and other income 9 1,659,452 1,547,589
H A @A Other operating income 10 68,156 61,831
EERA Operating income 5,472,705 5,368,405
REBERE NS LF5E Net insurance claims and expenses 11 (1,293,995) (2,031,995)
HNBRRBEREZEERA Total operating income net of insurance claims 4,178,710 3,336,410
EIE Y Operating expenses 12 (2,202,684) (1,969,105)
MNBRBEEB IR 2 & EEF Operating profit before impairment losses 1,976,026 1,367,305
EHREEEREMEERE Loan impairment losses and
other credit provisions 15 (309,806) (143,681)
MNBRBEEEFRE ZEEER Operating profit after impairment losses 1,666,220 1,223,624
HETEREMEEEER Net (loss)/gain on disposal and revaluation
TEEHZF (BER), W of premises and other fixed assets 16 (2,703) 7,595
SEMENTERE S Net gain on fair value adjustment
T of investment properties 17 81,334 154,636
HEBHFRE 2 FEHE Net loss on disposal of
investments in securities 18 (63,505) (29,355)
RELEH & RRE 2 EE Loss on deemed disposal of investment
in an associate 19 (56,971) -
FEEEE N Bl 2 4R Share of results of an associate 578,556 490,806
FEIGHRIEGIE S 2 %5 Share of results of jointly controlled entities 17,311 13,385
MR A SE F Profit before taxation 2,220,242 1,860,691
MIE Taxation 20 (272,428) (179,042)
FEHF Profit for the year 1,947,814 1,681,649
SECAAT ¢ Attributable to:
V2 7 | B AR R Non-controlling interests 449,355 380,325
AR FIRRE Shareholders of the Company 21 1,498,459 1,301,324
FERF Profit for the year 1,947,814 1,681,649
BE Dividends
2R AR B Interim dividend paid 22 91,923 85,993
0k R B R B Proposed final dividend 22 269,839 263,909
361,762 349,902
FR2F Earnings per share
HAR Basic 23 HK$5.05 HK$4.42
e Diluted 23 HK$5.05 HK$4.42
F85BEF282 B M I ARG MEMER 2 — The notes on pages 85 to 282 are an integral part of these
) consolidated financial statements.
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HZE2013F12 A31 HILFE
(AT ThL5R)

For the year ended 31 December 2013
(Expressed in thousands of Hong Kong dollars)

/\‘/T\ = %ﬁ‘l’ly

KB
Restated
2013 2012
FE®RA Profit for the year 1,947,814 1,681,649
FEHM2EKE Other comprehensive income for the year
TeEFDBEELEAKEENTER ¢ Items that will not be reclassified to the
consolidated income statement:
1TE Premises
REBERDBEITERIREN Reserves arising from reclassification of
2 premises to investment properties 79,903 =
TEEMG#EE Deferred income tax liabilities recognised on
MiERZELERIB A E movements in premises revaluation reserve - (7,549)
79,903 (7,549)
HigngeesHoEs Items that may be reclassified subsequently
IREKREERMIER ¢ to the consolidated income statement:
BHIRE Investments in securities
ﬁﬁu/b Pz 2 AT S & 5 Fair value gains on available-for-sale securities
N ERE recognised in equity 81,727 903,647
BN EETEREER Fair value gains recognised in equity
MW IR T 2 5 upon reclassification of certain investments
HEZ A HEERIRER in securities included in the loans and receivables
W 2 A HER category to the available-for-sale category - 54,621
ANEE (W /Eﬂé BHR Fair value (gain)/loss realised and
ER R transferred to income statement upon:
- Hj%ﬁfﬁiiﬂj%?é%‘% — Disposal of available-for-sale securities (144,123) (110,510)
— HERERA #HEHER+ — Disposal of held-to-maturity securities
BOHEEREINMES and investments in securities included in the
MEFEEEFR R loans and receivables category which were previously
FEWGRIERA R 2 B H I E reclassified from the available-for-sale category 135,647 87,025
— R ] (S 28 R — Impairment of investments in securities
RENDBAEREEER included in the loans and receivables category
MW IE R R A which were previously reclassified from
BHREZRE the available-for-sale category - 3,723
?xﬁiﬁﬁﬁ”iﬂﬁﬁ@%é Deferred income tax assets released
ZIEERIBERE on movements in investment revaluation reserve (20,540) (152,770)
52,711 785,736
BEGIMER IS HMEANELEZSE  Exchange differences arising on
translation of the financial statements of foreign entities 105,919 28,040
MEBRFIAR 2 FE i 2 E I Other comprehensive income for the year, net of tax 238,533 806,227
NBRBEEFEEERREE Total comprehensive income for the year, net of tax 2,186,347 2,487,876
@EZZDT : Attributable to:
R I REE R Non-controlling interests 522,118 575,955
/NG Shareholders of the Company 1,664,229 1,911,921
NRBEE 2 FEEZERGEE Total comprehensive income for the year, net of tax 2,186,347 2,487,876
85 HEF 282 H M ARG Mk 2 — The notes on pages 85 to 282 are an integral part of these
S o consolidated financial statements.
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(PABEETITALZIR)

As at 31 December 2013
(Expressed in thousands of Hong Kong dollars)

KET|
Mzt Restated
Note 2013 2012
EE ASSETS
e MEIRITHE R Cash and balances with banks 24 8,654,820 13,685,824
ERIT1 2128 A REHFR Placements with banks maturing between
one and twelve months 4,314,389 4,181,218
FEBEERBRNE Trading securities 25 6,577,308 6,139,363
HEENAR $@.ﬁr$ﬁ,ﬁ\ ) Financial assets designated at fair value
FFABENERIEE through profit or loss 25 8,626,280 8,707,702
PTESRTA Derivative financial instruments 26 745,393 703,309
ZIBEEF &Hm@% =] Advances and other accounts 27 110,258,169 98,848,919
GIEES %? Available-for-sale securities 29 27,439,399 22,362,554
T—r?:@J Held-to-maturity securities 30 5,843,905 7,274,750
/N T&éﬁ Investment in an associate 32 3,304,993 2,437,031
H[RIEHIE 58 1% Investments in jointly controlled entities 33 59,657 54,246
Fﬁ%? Goodwill 35 950,992 950,992
mEE Intangible assets 35 88,230 92,988
TEREMEEEE Premises and other fixed assets 36 2,147,606 1,774,077
PE=E/ES Investment properties 37 589,965 693,434
BVERTE I & B Current income tax assets = 930
FEEFRIEE = Deferred income tax assets 47 22,975 13,881
RASHREB 2 ERREEE Value of in-force long-term
life assurance business 38 1,705,616 1,771,156
BEST Total assets 181,329,697 169,692,374
=L LIABILITIES
RITER Deposits from banks 1,995,297 2,645,620
PTEemMTA Derivative financial instruments 26 1,159,043 1,525,198
HIEEERZMNAE Trading liabilities 40 3,362,473 2,278,044
BRGER Deposits from customers 41 128,220,440 116,526,636
B EITRFRE Certificates of deposit issued 42 6,132,561 5,752,462
B EITHNERES Issued debt securities 43 775,385 2,712,907
BEER Subordinated notes 44 3,721,537 3,935,562
HiRE RTER Other accounts and accruals 45 5,841,014 6,129,058
BNEATR 1B & 1R Current income tax liabilities 217,527 117,880
FEFIE A E Deferred income tax liabilities 47 57,225 24,631
HEHARREOREFEAZAE Liabilities to policyholders under
long-term insurance contracts 46 8,813,069 8,743,271
=N Total liabilities 160,295,571 150,391,269
= EQUITY
YRR IR AR R Non-controlling interests 4,332,731 3,911,271
N T RREL R Equity attributable to the Company’s
shareholders
&N Share capital 50 593,053 593,053
e Reserves 51 15,838,503 14,532,872
BUR AR E RS Proposed final dividend 51 269,839 263,909
REES Shareholders’ funds 16,701,395 15,389,834
ERZEE Total equity 21,034,126 19,301,105
EEREES Total equity and liabilities 181,329,697 169,692,374

BE2N 201443 A 26 B /ERIBEEE M -
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Approved and authorised for issue by the Board of Directors on 26
March 2014.

David Shou-Yeh Wong
Director

Hon-Hing Wong
Managing Director

The notes on pages 85 to 282 are an integral part of these
consolidated financial statements.



2013412 A31H
(PABEETITALZIR)

As at 31 December 2013
(Expressed in thousands of Hong Kong dollars)

RIS

BaE
Note 2013 2012
BN RIEE Investments in subsidiaries 34 4,148,030 4,138,030
MENEE Current assets
RITAERR Bank balances 3,499 45,352
FEUAR R B A AR B Accounts receivable and other accounts 3,610 3,613
S UNGTE O Amounts due from subsidiaries 34 1,014,335 1,053,258
1,021,444 1,102,223
BB E Current liabilities
TEIRB A MEMRE Accrued expenses and other accounts 11,543 10,134
FERTH B A =508 Amounts due to subsidiaries 34 232,159 232,247
243,702 242,381
B EE Net current assets 777,742 859,842
4,925,772 4,997,872
s EQUITY
N Share capital 50 593,053 593,053
i Reserves 51 4,062,880 4,140,910
R R B A% B Proposed final dividend 51 269,839 263,909
EREE Total equity 4,925,772 4,997,872

BE2 20144 3 A 26 B /fE R IRRERE
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Approved and authorised for issue by the Board of Directors on 26

March 2014.

David Shou-Yeh Wong
Director

consolidated financial statements.

DAH SING FINANCIAL HOLDINGS LIMITED |

Hon-Hing Wong
Managing Director

The notes on pages 85 to 282 are an integral part of these
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HZE2013F12 A31 HILFE

(CABEE T ThzFIR)

For the year ended 31 December 2013
(Expressed in thousands of Hong Kong dollars)

RAARFEERS
Attributable to the shareholders of the Company

REIE
BE
g R EE Hftfhfe REEF Non- ERAH
Share Share Other Retained  controlling Total
capital premium reserves earnings interests equity
2013F1 A1 R&8 Balance at 1 January 2013,
MAI2H as previously reported 593,053 2,764,288 3,365,349 11,069,109 4,544,750 22,336,549
SR R Change in accounting policy
— DR AL RER - Restatement of premises
BIlfTE on cost basis - - (2,505,792 103,827 (633,479)  (3,035,444)
2013F1 51048 Balance at 1 January 2013,
L] as restated 593,053 2,764,288 859,557 11,172,936 3,911,271 19,301,105
FERANGER Total comprehensive
income for the year - - 165,770 1,498,459 522,118 2,186,347
PAIRAESE (AR 1R Provision for equity-settled
ERETR 2 B share-based compensation - - 3,164 - 1,077 4,241
WBARREREHERERERE  Dividends paid to non-controlling
interests of subsidiaries - - - - (101,735) (101,735)
125K ERE 2012 final dividend - - - (263,909) - (263,909)
2013 FHHR 8 2013 interim dividend - - - (91,923) (91,923)
201312831 R Balance at
e 31 December 2013 593,053 2,764,288 1,028,491 12,315,563 4,332,731 21,034,126
BZ12831BLEE
Year ended 31 December
2013 2012
BERRBEFIAZ Proposed final dividend
BRRER S included in retained earnings 269,839 263,909

AremEEFRAR |




HZE2013F12 A31 BILFE (&)

(AEETTALFIR)

GARKEDE

For the year ended 31 December 2013 (Continued)
(Expressed in thousands of Hong Kong dollars)

RATREEGER
Attributable to the shareholders of the Company

BRI
i
R RINEE EthiE REEH Non- b
Share Share Other Retained controlling Total
capital premium reserves earnings interests equity
01261 A1HER Balance at 1 January 2012,
Ul as previously reported 585,609 2,686,531 1,944,321 10,098,677 3,877,422 19,192,560
BHBR RS Change in accounting policy
—MARERER - Restatement of premises
BIlfTE on cost basis - - (1,734,625) 92,280 (437,543) (2,079,888)
2012%1 A1 0&% Balance at 1 January 2012,
] as restated 585,609 2,686,531 209,696 10,190,957 3,439,879 17,112,672
FEREYEER Total comprehensive income
for the year - - 610,597 1,301,324 575,955 2,487,876
RS AR A ER Provision for equity-settled
HR M2 B share-based compensation = = 97 = 33 130
ROENEMESIEER Premises revaluation reserve
REERERA transferred to retained earnings
for depreciation of premises - - 7,318 (7,318) - -
NEERRBEALE Premises revaluation reserve
TEMER realised on disposal of premises - - (2,353) 2,353 - -
MEARAMELRAHERRRZRE  Dividends paid to non-controlling
interests of subsidiaries - - - - (88,704) (88,704)
BRI B 5t Additional net assets acquired
BAZFEE via scrip dividend arrangement - - 215,519 - 48,766 264,285
AR B A8 b Subscription of additional interest in
TELH-RBAR a subsidiary via scrip dividend
LIER arrangement at a discount - - (181,317) - (64,658) (245,975)
BIABRR S BT Issue of ordinary shares pursuant to
LRRRH scrip dividend arrangement 7,444 71,757 - - - 85,201
2011 ERBRE 2011 final dividend - - - (228,387) - (228.387)
2012 FR RS 2012 interim dividend - - - (85,993) - (85,993)
20126124310 Balance at
o 31 December 2012 593,053 2,764,288 859,557 11,172,936 3,911,271 19,301,105
FB85EEF 282 B Mk AT AE M IEHRE 2 — The notes on pages 85 to 282 are an integral part of these
5 o consolidated financial statements.
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HZE2013F12 A31 HILFE
(AT ThL5R)

For the year ended 31 December 2013

(Expressed in thousands of Hong Kong dollars)

BT
B 5E Restated
Note 2013 2012
RETHZHERE Cash flows from operating activities
KEEBFTRARE 58 Net cash used in operating activities 52(a)  (4,627,176) (227,957)
RETE2RERE Cash flows from investing activities
BIMNETERELZ N A Additional investment in associate company (330,000) —
BETE  REVEK Purchase of premises, investment properties

H A [E 7E & 2 and other fixed assets (244,640) (218,775)
HETE  "KEMEREM Proceeds from disposal of premises,

BT & EMBRIE investment properties and other fixed assets 2,909 8,266
SRR TR G F 8 Net cash used in investing activities (571,731) (210,509)
METBHZRERE Cash flows from financing activities
BT Certificates of deposit issued 6,188,416 4,696,129
&[5 540 8 Certificates of deposit redeemed (5,381,332) (2,299,037)
BT EER Issue of subordinated notes = 1,403,052
BRERE 5 Debt securities redeemed (1,938,463) -
BREEER Repayment of subordinated notes - (1,163,535)
T BEITRERR Interest paid on subordinated notes

REREZZHE and debt securities issued (255,656) (292,715)
B B8 2 ] 1m) L2 A2 I R AR R Dividends paid to non-controlling

IREERR B interests of subsidiaries (101,735) (78,074)
k3 E AR S Dividends paid on ordinary shares (355,832) (229,179)
BMEES (TR, RABRESFE Net cash (used in)/from financing activities (1,844,602) 2,036,641
fﬁ%&%ﬂiﬁﬁlﬁ B Net (decrease)/increase in cash and

WD) EFEE cash equivalents (7,043,509) 1,598,175
FURERERRESIEHR Cash and cash equivalents
at beginning of the year 16,714,979 15,089,699
EREGE 8 Effect of foreign exchange rate changes 33,463 27,105
FEREERERRELEE Cash and cash equivalents
at end of the year 52(b) 9,704,933 16,714,979
F85EEF 282 B X I ARG A MBS REK 2 — The notes on pages 85 to 282 are an integral part of these
2 o consolidated financial statements.
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TR)ZEBAEHAR - WA FETIRR -

AR5 RR PoE

(Expressed in thousands of Hong Kong dollars)

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provide banking, insurance,
financial and other related services in Hong Kong, Macau, and the
People’s Republic of China.

The Company is an investment holding company incorporated in
Hong Kong. The address of its registered office is 36th Floor, Dah Sing
Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by
the Board of Directors on 26 March 2014.

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the reporting years presented,
unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs” is a collective term which includes all
applicable individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation of
properties (including investment properties), available-for-sale
financial assets, fair value-hedged loans and receivables, financial
assets and financial liabilities held for trading, and financial assets and
financial liabilities (including derivative instruments) designated at fair
value through profit or loss, which are carried at fair value.

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

2.1 Basis of preparation (Continued)

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group’s accounting policies. Changes in assumptions
may have a significant impact on the financial statements in the
period the assumptions changed. Management believes that the
underlying assumptions are appropriate and that the Group’s financial
statements therefore present the financial position and results fairly.
The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.

(@) Change in accounting policy elected by the Group

During the year, the Group has elected to change its accounting
policy in respect of premises. In the past, leasehold properties
comprising land and buildings held on which a reliable estimate
was not available on the split of the carrying value attributable
to each of the land and building elements were accounted
for as finance leases and shown at fair value less subsequent
depreciation.

In view of market developments, and a review of the relevant
accounting policy adopted by peer banks in Hong Kong, the
Group has decided to change from revaluation to historical cost
based accounting for its premises with effect from 1 January
2013. The Group has also applied this change in accounting
policy retrospectively.



(LABREFThz5IR)

2.1

mBEXE (@)
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(Expressed in thousands of Hong Kong dollars)

2.1

Basis of preparation (Continued)

(@ Change in accounting policy elected by the Group
(Continued)

In assessing this change in accounting policy, the Group has
considered the requirements set out in HKAS 8 “Accounting
Policies, Changes in Accounting Estimates and Errors”.
HKAS 8 specifies that, amongst other things, for an entity to
justify a change in accounting policy that is not mandatorily
required by a new accounting standard or amendment to an
existing accounting standard issued by the HKICPA, the entity
must demonstrate that the change will result in the financial
statements providing reliable and more relevant information
about the effects of transactions, other events or conditions
on the entity’s financial position, financial performance or cash
flows. The Group is satisfied that this change in accounting

18 WRKAEEASTAER|FE 85 - policy is justified by the relevant circumstances and therefore

complies with HKAS 8.

B E BRI MR K AR A Wik A
BREB ZFEWM TR :

The effect of the change on the relevant items in the consolidated
statement of financial position and the consolidated income
statement is shown below:

WA 25K
As previously &E5l 28
reported As restated Change
REMBRRAE Consolidated statement of financial position
2013F1A1H As at 1 January 2013
78 Premises 4,712,623 1,417,441 (3,205,182)
TEEGEHE Premises revaluation reserve 2,648,141 150,029 (2,498,112)
2013F1 A1 B 2REB&F Retained earnings as at 1 January 2013 11,069,109 11,172,936 103,827
FemiR S Non-controlling interests 4,544,750 3,911,271 (633,479)
FERERIBEE Deferred income tax assets 7,259 13,881 6,622
RERIEARE Deferred income tax liabilities 277,746 24,631 (253,115)
2012F1A1H As at 1 January 2012
& Premises 3,573,123 1294015  (2,279,108)
TEEMhFEE Premises revaluation reserve 1,879,603 144,978 (1,734,625)
2012F1 A1 HZREEF| Retained earnings as at 1 January 2012 10,098,677 10,190,957 92,280
FEER RS Non-controlling interests 3,877,422 3,439,879 (437,543)
ERFIREE Deferred income tax assets 50,069 183,730 133,661
EXERIEERE Deferred income tax liabilities 83,477 17,919 (65,558)
fREWER Consolidated income statement
BZE2012F12 A1 HILFE For the year ended 31 December 2012
e Depreciation 202,390 117,074 (85,316)
FiIE Taxation 174,888 179,042 4,154

DAH SING FINANCIAL HOLDINGS LIMITED |
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2.1

mBEXE (@)
(FF) KEFENEEIHEZRE ()

PAEEN20134F 12 A 31 B 2 B kR
MEHZE2013F12 831 BIEFE 2 ¥EM
T RERREE I ERROWESX
i 116,712,000 % 7T 2 38 03 AE F 18 % H
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(Expressed in thousands of Hong Kong dollars)

2.1

Basis of preparation (Continued)

(@ Change in accounting policy elected by the Group
(Continued)

In respect of the Group’s financial position as at, and results for
the year ended, 31 December 2013, the impact from this change
in accounting policy is a reduction of depreciation charge by
HK$116,712,000 and an increase in deferred tax charge of
HK$8,321,000.

(b) New and amended standards adopted by the Group

Amendments to HKAS 1 “Presentations of Financial
Statements”

Amendments to HKAS 1, “Presentations of Financial
Statements”, regarding other comprehensive income (“OCI”),
require entities to aggregate items presented in OCI on the basis
of whether they are potentially reclassifiable to profit or loss
subsequently (reclassification adjustments). The amendments
do not address which items are presented in OCI. The
amendments do not have any material impact on the Group.

Amendments to HKFRS 7 “Disclosures — Offsetting Financial
Assets and Financial Liabilities”

Amendments to HKFRS 7, “Disclosures — Offsetting Financial
Assets and Financial Liabilities”, issued in December 2011
requires disclosures about the effect or potential effects of
offsetting financial assets and financial liabilities and related
arrangements on an entity’s financial position. There is no
material impact to the financial statements of the Group as a
result of this amendment.

HKFRS 10 “Consolidated financial statements”

HKFRS 10, “Consolidated financial statements”, builds on
existing principles by identifying the concept of control as the
determining factor in whether an entity should be included
within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist
in the determination of control where this is difficult to assess. It
has been assessed that there is no change in the consolidation
status of entities within the Group.
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2.1

Basis of preparation (Continued)

(b) New and amended standards adopted by the Group
(Continued)

HKFRS 11 “Joint arrangements”

HKFRS 11,
financial reporting by parties to a joint arrangement, and

“Joint arrangements”, establishes principles for
requires a party to a joint arrangement to determine the type
of joint arrangement in which it is involved by assessing its
rights and obligations arising from the arrangement. The
standard requires a joint operator to recognise and measure
the assets and liabilities (and recognise the related revenues
and expenses) in relation to its interest in the arrangement in
accordance with relevant HKFRSs applicable to the particular
assets, liabilities, revenues and expenses. It requires a joint
venturer to recognise an investment and to account for that
investment using the equity method in accordance with HKAS
28, “Investments in Associates and Joint Ventures”, unless
the entity is exempted from applying the equity method as
specified in that standard. There is no impact to the financial
statements of the Group as a result of this standard as the
Group has adopted equity method of accounting to account for
the investments in associate and jointly controlled entities.

HKFRS 12 “Disclosures of interests in other entities”

HKFRS 12, “Disclosures of interests in other entities”, includes
the disclosure requirements for all forms of interests in other
entities, including joint arrangements, associates, special
purpose vehicles and other off balance sheet vehicles. There is
no impact to the financial statements of the Group as the Group

has no unconsolidated structured entities.
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(Expressed in thousands of Hong Kong dollars)

2.1

Basis of preparation (Continued)

(b) New and amended standards adopted by the Group
(Continued)

HKFRS 13 “Fair value measurement”

HKFRS 13, “Fair value measurement”, aims to improve
consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value
measurement and disclosure requirements for use across
HKFRSs. The requirements do not extend the use of fair value
accounting but provide guidance on how it should be applied
where its use is already required or permitted by other standards
within HKFRSs. There is no material impact to the financial
statements of the Group as a result of this standard.

There are no other new standards and amendments to
standards effective for the first time for the financial year
beginning 1 January 2013.

(c) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2013:

Amendments to HKAS 32 “Offsetting Financial Assets and
Financial Liabilities”

Amendments to HKAS 32, “Offsetting Financial Assets and
Financial Liabilities”, issued in December 2011 clarified the
requirements for offsetting financial instruments and addressed
inconsistencies in current practice when applying the offsetting
criteria in HKAS 32, “Financial Instruments: Presentation”.
The amendments are effective for annual periods beginning
on or after 1 January 2014 with early adoption permitted and
are required to be applied retrospectively. There is no material
impact to the financial statements of the Group as a result of this
amendment.
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2.1

Basis of preparation (Continued)

(c) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2013: (Continued)

Amendments to HKAS 36 “Impairment of assets — Recoverable
amount disclosures for non-financial assets”

Amendments to HKAS 36 “Impairment of assets — Recoverable
amount disclosures for non-financial assets”, removed certain
disclosures of the recoverable amount of cash generating units
which had been included in HKAS 36 by the issue of HKFRS 13.
The amendment is not mandatory for the Group until 1 January
2014. There is no material impact to the financial statements of
the Group as a result of this amendment.

HKFRS 9 “Financial instruments”

HKFRS 9, “Financial instruments”, addresses the classification,
measurement and recognition of financial assets and financial
liabilities and hedge accounting. HKFRS 9 was issued in
November 2009 and November 2010. It replaces the parts of
HKAS 39 that relate to the classification and measurement
of financial instruments. HKFRS 9 requires financial assets
to be classified into two measurement categories: those
measured at fair value and those measured at amortised
cost. The determination is made at initial recognition. The
classification depends on the entity’s business model for
managing its financial instruments and the contractual cash flow

characteristics of the instrument.

For financial liabilities, the standard retains most of the HKAS
39 requirements. The main change is that, in cases where the
fair value option is taken for financial liabilities, the part of a
fair value change due to an entity’s own credit risk is recorded
in other comprehensive income rather than in the income
statement, unless this creates an accounting mismatch. In
December 2013, HKFRS 9 was further amended when the
requirements related to hedge accounting (other than specific
accounting for open portfolios on macro hedging) were added.

The Group has already commenced the assessment of the full
impact but expect the adoption will not have material impact on
its results of operations and financial position.
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2.1

Basis of preparation (Continued)

(c) The following new standards, new interpretations and
amendments to standards and interpretations have been
issued but are not effective for the financial year beginning
1 January 2013: (Continued)

HK(IFRIC) 21 “Levies”

HK(IFRIC)
to pay a levy that is not income tax. The interpretation addresses

21, “Levies”, sets out the accounting for an obligation

what the obligating event is that gives rise to pay a levy and
when should a liability be recognised. The Group is not currently
subject to significant levies so the impact on the Group is not

material.

There are no other HKFRSs or HK(IFRIC) interpretations that
are not yet effective that would be expected to have a material
impact on the Group.

2.2 Consolidation

The consolidated financial statements include the financial

statements of the Company and all its subsidiaries made up to 31

December.

(@)  Subsidiaries

A subsidiary is an entity (including a structured entity) over
which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect
those returns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to
the Group. They are deconsolidated from the date that control
ceases.
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(Expressed in thousands of Hong Kong dollars)

2.2 Consolidation (continued)

P

(@)  Subsidiaries (Continued)

The acquisition method of accounting is used to account
for business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. ldentifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over
the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the statement
of comprehensive income.

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.
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(Expressed in thousands of Hong Kong dollars)

2.2 Consolidation (continued)

(@)  Subsidiaries (Continued)

In the Company’s statement of financial position the
investments in subsidiaries are stated at cost less allowances
for impairment. The results of subsidiaries are accounted for by
the Company on the basis of dividend received and receivable.

(b)  Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests
are also recorded in equity.

When the Group ceases to have control or significant influence,
any retained interest in the entity is remeasured to its fair
value, with the change in carrying amount recognised in profit
or loss. The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained interest
as an associate, joint venture or financial asset. In addition,
any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the
Group had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss.
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(c) Associates

Associates are all entities over which the Group has
significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for using the equity
method of accounting and are initially recognised at cost. The
Group’s investment in associates includes goodwill (net of any
accumulated impairment loss) identified on acquisition.

The Group’s share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associates.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses in associate are recognised in the
income statement.

In the Company’s statement of financial position, the
investments in associates are stated at cost less provision for
impairment losses. The results of associates are accounted
for by the Company on the basis of dividend received and
receivable.
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(Expressed in thousands of Hong Kong dollars)

2.2 Consolidation (Continued)
(d)  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 results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share
of the results of jointly controlled entities for the year, and
the consolidated statement of financial position includes the
Group’s share of the net assets of the jointly controlled entities.

2.3 Interest income and expense

Interest income and expense are recognised in the income statement
for all instruments measured at amortised cost, available-for-sale
securities and certain financial assets/liabilities designated at fair
value through profit or loss using the effective interest method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the
net carrying amount of the financial asset or financial liability. When
calculating the effective interest rate, the Group estimates cash
flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit
losses. The calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.
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2.4 Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis
when the service has been provided. Loan syndication fees are
recognised as revenue when the syndication has been completed and
the Group retained no part of the loan package for itself or retained
a part at the same effective interest rate as the other participants.
Wealth management, financial planning and custody services that are
continuously provided over an extended period of time are recognised
rateably over the period the service is provided.

2.5 Dividend income

Dividends are recognised in the income statement when the Group’s
right to receive payment is established.

2.6 Financial assets
2.6.1 Classification

The Group classifies its financial assets in the following categories:
financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, and available-for-sale
financial assets. The classification depends on the purpose for
which the investments were acquired. Management determines
the classification of its investments at initial recognition, except for
subsequent reclassification meeting specified definition of relevant
asset reclassification.

(@)  Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for
trading, and those designated at fair value through profit or loss
at inception.

A financial asset is classified as held for trading if it is acquired
principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as
held for trading unless they are designated as hedges.
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(@ Financial assets at fair value through profit or loss
(Continued)

The Group designates a financial asset upon initial recognition
as designated at fair value through profit or loss (fair value
option) if the following criteria are met:

(i) It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as “an
accounting mis-match”) that would otherwise arise from
measuring assets or recognising the gains and losses on
them on different bases;

(i) A group of financial assets is managed and its
performance is evaluated on a fair value basis, in
accordance with a documented risk management or
investment strategy, and this is the basis on which
information about the assets is provided internally to
the key management personnel such as the Board of
Directors and Chief Executive Officer; or

(iii)  Financial assets with embedded derivatives where the
characteristics and risks of the embedded derivatives are
not closely related to the host contracts.

Financial assets for which the fair value option is applied are
recognised in the statement of financial position as “Financial
assets designated at fair value through profit or loss”.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, other than: (a) those that the Group intends to sell
immediately or in the short term, which are classified as held
for trading, and those that the Group upon initial recognition
designates as at fair value through profit or loss; (b) those that
the Group upon initial recognition designates as available-
for-sale; or (c) those for which the Group may not recover
substantially all of its initial investment, other than because of
credit deterioration.
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(Expressed in thousands of Hong Kong dollars)

2.6 Financial assets (Continued)
2.6.1 Classification (Continued)
(c) Available-for-sale

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of
the other categories. Available-for-sale investments are those
intended to be held for an indefinite period of time, which may
be sold in response to needs for liquidity or changes in interest
rates, exchange rates or equity prices.

(d)  Held-to-maturity

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity.

2.6.2 Reclassification

The Group may choose to reclassify a non-derivative trading financial
asset out of the held-for-trading category if the financial asset is no
longer held for the purpose of selling it in the near term. Financial
assets are permitted to be reclassified out of the held-for-trading
category only in rare circumstances arising from a single event that
is unusual and highly unlikely to recur in the near term. In addition,
the Group may choose to reclassify financial assets that would meet
the definition of loans and receivables out of the held-for-trading
or available-for-sale categories if the Group has the intention and
ability to hold these financial assets for the foreseeable future or until
maturity at the date of reclassification. The Group may also reclassify
financial assets that no longer qualify for recognition as loans and
receivables to available-for-sale if the financial assets become quoted
in active market.

Reclassifications are made at fair value as of the reclassification date.
Fair value becomes the new cost or amortised cost as applicable, and
no reversals of fair value gains or losses before reclassification date
are subsequently made. Effective interest rates for financial assets
reclassified to loans and receivables and held-to-maturity categories
are determined at the reclassification date. Further increases
in estimates of cash flows from the financial assets will require
adjustment to the effective interest rates prospectively.
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(Expressed in thousands of Hong Kong dollars)

2.6 Financial assets (Continued)
2.6.2 Reclassification (Continued)

On reclassification of a financial asset out of the “at fair value through
profit or loss” category, all embedded derivatives are re-assessed
and, if necessary, separately accounted for.

2.6.3 Recognition and measurement

Purchases and sales of financial assets are recognised on the trade
date - the date on which the Group commits to purchase or sell the
asset.

Financial assets are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs are expensed
in the income statement. Financial assets are derecognised when the
rights to receive cash flows from the financial assets have expired or
the Group has transferred substantially all the risks and rewards of
ownership and the transfer qualifies for derecognition.

The bases for the determination of fair value of financial assets are set
out in Note 3.5(a).

(@)  Financial assets at fair value through profit or loss

Gains and losses arising from changes in fair value of financial
assets held for trading and financial assets designated at fair
value at inception are included directly in the income statement
and are reported as part of “Net trading income”. Interest
income and expense derived from and incurred on financial
assets at fair value through profit or loss are included under “Net
interest income” in the income statement.

(b) Loans and receivables

Loans and receivables are carried at amortised cost less any
impairment loss. For loans and receivables that are subject
to fair value hedge arrangements, the hedged elements of the
loans and receivables hedged are carried at fair value.
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2.6 Financial assets (Continued)

P e

2.6.3 Recognition and measurement (Continued)

(c) Available-for-sale

Available-for-sale financial assets are initially recognised at
fair value which is the cash given including any transaction
costs. They are measured subsequently at fair value with
gains and losses (except for impairment losses and foreign
exchange gains and losses on monetary assets classified
as available-for-sale) recognised in other comprehensive
income and accumulated in equity until the financial assets are
derecognised.

If an available-for-sale financial asset is determined to be
impaired, the cumulative gain or loss previously accumulated in
equity is reclassified into the income statement.

Interest is calculated using the effective interest method and
recognised in the income statement. Foreign currency gains and
losses on monetary assets classified as available-for-sale are
recognised in the income statement. Dividends on available-for-
sale equity instruments are recognised in the income statement
under “Other operating income” when the Group’s right to
receive payment is established.

(d)  Held-to-maturity

Held-to-maturity investments are initially recognised at fair
value including direct and incremental transaction costs and are
measured subsequently at amortised cost using the effective
interest method. They are derecognised when the rights to
receive cash flows have expired.

Interest is included in the income statement and is reported
as “Net interest income”. If a held-to-maturity investment
is determined to be impaired, the impairment is reported as
a deduction from the carrying value of the investment and
recognised in the separate income statement as impairment
charge on held-to-maturity investments.
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2.7

Impairment of financial assets
(@) Assets carried at amortised cost

The Group assesses at each end of the reporting period whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred
if there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the
asset (a ‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the financial asset

or group of financial assets that can be reliably estimated.

The criteria that the Group uses to determine that there is

objective evidence of an impairment loss include:

o Delinquency in contractual payments of principal or
interest;
° Cash flow difficulties experienced by the borrower (for

example, high debt-to-equity ratio, low net income as a
percentage of sales);

° Breach of loan covenants or conditions;

o Deterioration of the borrower’s competitive position;
° Deterioration in the value of collateral; and

° Downgrading below investment grade level.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or
not, it includes that asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or continues to
be recognised are not included in a collective assessment of
impairment.
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(Expressed in thousands of Hong Kong dollars)

2.7

Impairment of financial assets (Continued)
(@) Assets carried at amortised cost (Continued)

The amount of the loss is measured as the difference between
the asset's carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset's original
effective interest rate. The carrying amount of the asset is
reduced through the use of an allowance account and the
amount of the loss is recognised in the income statement. If
a loan or held-to-maturity investment has a variable interest
rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract.
As a practical expedient, the Group may measure impairment
on the basis of an instrument's fair value using an observable

market price.

The calculation of the present value of the estimated future cash
flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and
selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment,
financial assets are grouped on the basis of similar credit risk
characteristics (i.e. on the basis of the Group's grading process
that considers asset type, collateral type, overdue status and
other relevant factors). Those characteristics relevant to the
estimation of future cash flows for groups of such assets by
being indicative of the debtors' ability to pay all amounts due
according to the contractual terms of the assets are considered.

Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the
basis of the contractual cash flows of the assets in the group
and historical loss experience for assets with credit risk
characteristics similar to those in the group. Historical loss
experience is adjusted on the basis of current observable data
to reflect the effects of current conditions that did not affect the
period on which the historical loss experience is based and to
remove the effects of conditions in the historical period that do
not currently exist.
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(@) Assets carried at amortised cost (Continued)

Estimates of changes in future cash flows for groups of assets
should reflect and be directionally consistent with changes in
related observable data from period to period (for example,
changes in unemployment rates, property prices, payment
status, or other factors indicative of changes in the probability of
losses in the group and their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss
estimates and actual loss experience.

When a loan is uncollectable, it is written off against the related
allowances for loan impairment. Such loans are written off
after all the necessary procedures have been completed and
the amount of the loss has been determined. Subsequent
recoveries of amounts previously written off decrease the
amount of the allowances for loan impairment in the income
statement.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor's credit rating), the previously
recognised impairment loss is reversed by adjusting the
allowance account. The amount of the reversal is recognised in

the income statement.
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(Expressed in thousands of Hong Kong dollars)

2.7

Impairment of financial assets (Continued)
(b)  Assets classified as available-for-sale

The Group assesses at each end of the reporting period
whether there is objective evidence that a financial asset or
a group of financial assets is impaired. In the case of equity
investments classified as available-for-sale, a significant or
prolonged decline in the fair value of the security below its
cost is considered in determining whether the assets are
impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss measured as the difference
between the acquisition cost (net of any principal repayment
and amortisation) and the current fair value, less any impairment
loss on that financial asset previously recognised in the income
statement, is removed from equity and recognised in the
income statement. Impairment losses recognised in the income
statement on equity instruments are not reversed through the
income statement. If, in a subsequent period, the fair value of
a debt instrument classified as available-for-sale increases and
the increase can be objectively related to an event occurring
after the impairment loss was recognised in profit or loss, the
impairment loss is reversed through the income statement.

(c)  Renegotiated loans

Loans that are either subject to collective impairment
assessment or individually significant and whose terms have
been renegotiated are no longer considered to be past due but
are treated as new loans. In subsequent periods, the asset if
past due again is considered to be and disclosed as past due
loans.
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(Expressed in thousands of Hong Kong dollars)

2.8 Financial liabilities

Financial liabilities are classified into two categories: financial

liabilities at fair value through profit or loss and other financial

liabilities. All financial liabilities are classified at inception and

recognised initially at fair value. The bases for the determination of fair

value of financial liabilities are set out in Note 3.5(a).

@

Financial liabilities at fair value through profit or loss

This category has two sub-categories: financial liabilities held

for trading, and those designated at fair value through profit or

loss at inception.

A financial liability is classified as held for trading if it is incurred

principally for the purpose of repurchasing in the short term. It

is carried at fair value and any gains and losses from changes in

fair value are recognised in the income statement.

A financial liability is typically classified as fair value through

profit or loss at inception if it meets the following criteria:

(i)

(i)

(i)

It eliminates or significantly reduces a measurement or
recognition inconsistency (sometimes referred to as "an
accounting mis-match") that would otherwise arise from
measuring liabilities or recognising the gains and losses
on them on different bases; or

A group of financial liabilities is managed and its
performance is evaluated on a fair value basis, in
accordance with a documented risk management or
investment strategy, and this is the basis on which
information about the liabilities is provided internally to
the key management personnel such as the Board of
Directors and Chief Executive Officer; or

Financial liabilities with embedded derivatives where the
characteristics and risks of the embedded derivatives are
not closely related to the host contracts.
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(Expressed in thousands of Hong Kong dollars)

2.8 Financial liabilities (Continued)

(@) Financial liabilities at fair value through profit or loss
(Continued)

Financial liabilities designated at fair value through profit or loss
include the Group’s own debt securities in issue and deposits
received from customers that are embedded with certain
derivatives. Financial liabilities designated at fair value through
profit or loss are carried at fair value and any gains and losses
from changes in fair value are recognised under “Net trading
income” in the income statement.

(b)  Other financial liabilities

Other financial liabilities are recognised initially at fair value
net of transaction costs incurred and are subsequently carried
at amortised cost. Any difference between proceeds net of
transaction costs and the redemption value is recognised in the
income statement over the period of the other financial liabilities
using the effective interest method.

If the Group purchases its own debt, it is removed from the
statement of financial position, and the difference between
the carrying amount of a liability and the consideration paid is
accounted for as a gain or loss in the income statement.

2.9 Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently re-
measured at their fair value. The bases for the determination of fair
value of derivative financial instruments are set out in Note 3.5(a). All
derivatives are carried as assets when fair value is positive and as
liabilities when fair value is negative.
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(Expressed in thousands of Hong Kong dollars)

2.9 Derivative financial instruments and hedge accounting
(Continued)

Certain derivatives embedded in other financial instruments, such
as the conversion option in a convertible bond where it is not settled
by exchanging a fixed amount of cash or another financial asset for
a fixed number of own equity instrument, are treated as separate
derivatives when their economic characteristics and risks are not
closely related to those of the host contract and the host contract
is not carried at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value
recognised in the income statement unless the Group chooses to
designate the hybrid contracts at fair value through profit or loss.

The method of recognising the resulting fair value gain or loss
depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged. The
Group designates certain derivatives as hedges of the fair value
of recognised assets or liabilities. Hedge accounting is used for
derivatives designated in this way provided certain criteria are met.

The Group documents, at the inception of the transaction, the
relationship between hedging instruments and hedged items, as well
as its risk management objective and strategy for undertaking various
hedge transactions. The Group also documents its assessment,
both at hedge inception and on an ongoing basis, of whether the
derivatives that are used in hedging transactions are highly effective
in offsetting changes in fair values of hedged items.

(@)  Fair value hedge

Changes in the fair value of derivatives that are designated
and qualify as fair value hedges are recorded in the income
statement under “Net trading income — Net gain/loss arising
from financial instruments subject to fair value hedge”, together
with any changes in the fair value of the hedged asset that are
attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item for
which the effective interest method is used is amortised to
profit or loss over the period to maturity and remains in retained
earnings until the disposal of the hedged item.
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(Expressed in thousands of Hong Kong dollars)

2.9 Derivative financial instruments and hedge accounting
(Continued)

(b)  Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge
accounting. Changes in the fair value of any derivative
instrument that does not qualify for hedge accounting are
recognised immediately in the income statement under
“Net trading income”. For derivatives that are managed in
conjunction with designated financial assets or financial
liabilities, the gains and losses arising from changes in their
fair value are included under “Net trading income — Net gain/
loss arising from financial instruments designated at fair value
through profit or loss”.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the
liability simultaneously.

2.11 Sale and repurchase agreements

The liability to counterparties in respect of securities sold subject
to repurchase agreements (“repos”) is included in amounts due to
other banks, deposits from banks, or other accounts and accruals,
as appropriate. Securities purchased under agreements to resell
(“reverse repos”) are recorded as loans and advances to other banks
or customers, as appropriate. The difference between the sale and
repurchase price is treated as interest and accrued over the life of
the agreements using the effective interest method. Securities lent to
counterparties are also retained in the financial statements.

Securities borrowed are not recognised in the financial statements,
unless these are sold to third parties, in which case the purchases and
sales are recorded with the gain or loss included in trading income.
The obligation to return them is recorded at fair value as a trading
liability.
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(Expressed in thousands of Hong Kong dollars)

2.12 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the statement of financial position
with appropriate amounts of impairment allowances made. In the case
of delinquent loans on which collateral assets have been foreclosed
and repossessed by the Group pursuant to legal arrangements or
court orders, and with the legal title of the assets having been passed
to the Group, such loans are derecognised. The foreclosed assets
held for resale are included in “Other assets”.

2.13 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee as its chief operating
decision maker.

All transactions between operating segments are conducted on
an arm’s length basis, with inter-segment revenues and costs
being eliminated on consolidation. Income and expenses directly
associated with each segment are included in determining operating
segment performance.

Based on the requirements of HKFRS 8, the Group has the following
segments: Personal Banking, Commercial Banking, Treasury,
Overseas Banking, Insurance Business, and Others.

2.14 Foreign currency translation
(@)  Functional and presentation currency

Items included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements
are presented in HK dollars, which is the Group’s presentation
currency and the functional and presentation currency of the
Company and major part of the Group.
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(b)  Transactions and balances

Foreign currency transactions are translated into the functional
currency of the relevant entity using the exchange rates
prevailing at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

All foreign exchange gains and losses recognised in the income
statement are presented net in the income statement within
the corresponding item. Foreign exchange gains and losses
on other comprehensive income items are presented in the
statement of comprehensive income within the corresponding
item.

In the case of changes in the fair value of foreign currency
denominated monetary assets classified as available-for-sale,
a distinction is made between translation differences resulting
from changes in amortised cost of the assets and other changes
in the carrying amount of the assets. Translation differences
related to changes in the amortised cost are recognised in the
income statement, and those related to changes in the carrying
amount, except for impairment, are recognised in equity.

Translation differences on non-monetary items, such as
investments in equity instruments held at fair value through
profit or loss, are reported as part of the fair value gain or loss.
Translation difference on certain other non-monetary items,
such as equities classified as available-for-sale financial assets,
are included in the fair value reserve in equity.
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(c)  Group companies

The results and financial position of all the Group’s entities
(none of which has the currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as

follows:

(i) assets and liabilities for each statement of financial
position presented are translated at the closing rate at the
date of that statement of financial position;

(i)  income and expenses for each income statement are
translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which
case income and expenses are translated at the dates of
the transactions); and

(i) all resulting exchange differences are recognised as a
separate component of equity.

Exchange differences arising from the above processes are
reported in shareholders’ equity under “Exchange reserve”.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities are taken to
shareholders' equity. When a foreign operation is sold, such
exchange differences are recognised in the income statement
as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate.
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(Expressed in thousands of Hong Kong dollars)

2.15 Premises and other fixed assets

Premises comprise mainly offices and shops. Leasehold land
classified as finance lease and all other fixed assets are stated at
historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items. Cost may
also include transfers from equity of any gains/losses on qualifying
cash flow hedges of foreign currency purchases of premises and other
fixed assets.

Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are expensed in the income statement
during the financial period in which they are incurred.

Leasehold land classified as finance lease commences amortisation
from the time when the land interest becomes available for its
intended use. Amortisation on leasehold land classified as finance
lease and depreciation on other assets is calculated using the
straight-line method to allocate their cost to their residual values over
their estimated useful lives, as follows:
- Premises Over the shorter of 50 years or
remaining period of lease
- Furniture, fittings, equipment  Over the estimated useful lives
and motor vehicles generally between 3 and 10
years

The assets' residual values and useful lives are reviewed, and
adjusted if appropriate, at each end of the reporting period.

An asset's carrying amount is written down immediately to its
recoverable amount if the asset's carrying amount is greater than its
estimated recoverable amount (Note 2.18).

Gain and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within “Net
gain/loss on disposal and revaluation of premises and other fixed
assets” in the income statement.
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(Expressed in thousands of Hong Kong dollars)

2.16 Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the companies in the
consolidated Group, is classified as investment property.

Investment property comprises land held under operating lease and
buildings held under finance lease.

Land held under operating lease is classified and accounted for as
investment property when the rest of the definition of investment
property is met. The operating lease is accounted for as if it were a
finance lease.

Investment property is measured initially at its cost, including related
transaction costs.

After initial recognition, investment property is carried at fair value.
Fair value is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the specific
asset. If this information is not available, the Group uses alternative
valuation methods such as recent prices on less active markets or
discounted cash flow projections. These valuations are performed in
accordance with the guidance issued by the International Valuation
Standards Committee. These valuations are reviewed annually by
external valuers. Investment property that is being redeveloped for
continuing use as investment property, or for which the market has
become less active, continues to be measured at fair value.

The fair value of investment property reflects, among other things,
rental income from current leases and assumptions about rental
income from future leases in the light of current market conditions.
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(Expressed in thousands of Hong Kong dollars)

2.16 Investment properties (Continued)

Subsequent expenditure is charged to the asset's carrying amount
only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance costs are
expensed in the income statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the income statement.

If an investment property becomes owner-occupied, it is reclassified
as premises and other fixed assets, and its fair value at the date of
reclassification becomes its cost for accounting purposes.

If an item of premises and other fixed assets becomes an investment
property because its use has changed, any difference resulting
between the carrying amount and the fair value of this item at the
date of transfer is recognised in equity as a revaluation of premises
and other fixed assets under HKAS 16. However, if a fair value gain
reverses a previous impairment loss, the gain is recognised in the
income statement.

2.17 Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the Group’s share of the net fair value of the identifiable assets and
liabilities of the acquiree as at the date of acquisition. Goodwill is
carried at cost less any accumulated impairment losses. Goodwill is
tested annually for impairment. Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit
from the business combination on which the goodwill arose.
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(Expressed in thousands of Hong Kong dollars)

2.17 Goodwill and intangible assets (Continued)

Intangible assets arising from an acquisition are recognised
separately from goodwill when they are separable or arise from
contractual or other legal rights, and their value can be measured
reliably. They include core deposits, contracts and customer
relationships intangible assets, and trade names. Intangible assets
are stated at cost less amortisation, and/or accumulated impairment
losses. Amortisation is calculated based on estimated useful life
ranging from 5 to 12 years using a diminishing balance method.

2.18 Impairment of goodwill, intangible assets and non-
financial assets

Assets that have an indefinite useful life or are not yet available
for use are not subject to amortisation, but are tested annually for
impairment. Assets are reviewed for impairment whenever events or
changes in circumstances indicated that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels (cash-generating units) for
which there are separately identifiable cash flows. Non-financial
assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting date.

In the Company’s financial statements, impairment testing of the
investment in a subsidiary or associate is also required upon receiving
dividend from that entity if the dividend exceeds the Company’s
share of the total comprehensive income of that entity concerned in
the period the dividend is declared or if the carrying amount of that
entity in the Company’s statement of financial position exceeds the
Company’s share of the carrying amount of that entity’s net assets
including goodwill in its consolidated statement of financial position.

2.19 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the income statement, except to the extent that
it relates to items recognised directly in other comprehensive income.
In such case, the tax is recognised in other comprehensive income
within the corresponding item.
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(Expressed in thousands of Hong Kong dollars)

2.19 Current and deferred income tax (Continued)

The current income tax charge is calculated on the basis of the tax
laws enacted or substantially enacted at the end of the reporting
period in the countries where the Company’s subsidiaries, associates
and joint ventures generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations
in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates that have been
enacted or substantially enacted by the end of the reporting period
and that are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised. The tax effects of income tax
losses available for carry forward are recognised as an asset when it
is probable that future taxable profits will be available against which
these losses can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries, associates and jointly controlled entities,
except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax related to investment properties is measured
according to the tax consequence on the presumption that they are
recovered entirely through sale.

Deferred income tax related to fair value re-measurement of available-
for-sale investments, which is charged or credited directly to equity,
is also credited or charged directly to equity and is subsequently
recognised in the income statement upon the realisation of relevant
investments.
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(@)  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 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.

(b)  Share-based compensation

The Group has the choice to pay the intrinsic value of the share
option or to issue new shares to a grantee at the date of exercise
under the share-based compensation plans. The total amount to
be expensed over the vesting period is determined by reference
to the fair value according to settlement type.

For cash-settled share-based compensation, the total cost is
the fair value of the options granted, with re-measurement at
each reporting period with any change in the cost recognised
in the income statement, with a corresponding credit or
adjustment to the “Liabilities”.

For equity-settled share-based compensation, the total cost is
measured and recognised based on the fair value of the equity
options at the grant date, with a corresponding credit to the
“Shared-based compensation reserve” in the shareholders’
funds. The total cost, which is fixed based on the fair value at
the grant date, is charged to income statement in accordance
with the terms of the vesting of the options over time. When
the options are exercised, the Company will issue new shares
to settle its obligation, and transfer applicable amount from the
“Share-based compensation reserve” to the “Share premium”
account, in addition to the booking of paid-up capital at par for
each new share to be issued upon the exercise of the option.
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2.20 Employee benefits (Continued)
(c) 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
end of the reporting period.

(d) Bonus plans

Liabilities for bonus plans due wholly within twelve months after
the end of the reporting period 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.

2.21 Provisions

Provisions for restructuring costs and legal claims are recognised
when: the Group has a present legal or constructive obligation as
a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions comprise lease
termination penalties and employee termination payments. Provisions

are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.
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(Expressed in thousands of Hong Kong dollars)

2.22 Leases

(@) Operating lease

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are expensed in the income
statement on a straight-line basis over the period of the lease.

Where the Group is a lessor under operating leases, assets
leased out are included in fixed assets in the consolidated
statement of financial position. They are depreciated over their
expected useful lives on a basis consistent with similar owned
fixed assets. Rental income (net of any incentives given to
lessees) is recognised on a straight-line basis over the lease
term.

(b)  Finance lease

Leases of assets where the Group has substantially all the risks
and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease's commencement at
the lower of the fair value of the leased property and the present
value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges so as to
achieve a constant rate on the finance balance outstanding. The
corresponding rental obligations, net of finance charges, are
included as liabilities. The investment properties acquired under
finance leases are carried at their fair value.

Where the Group is a lessor under finance leases, the amounts
due under the leases, net of unearned finance income, are
recognised as a receivable and are included in "Advances and
other accounts". Finance income implicit in rentals receivable is
credited to the income statement over the lease period so as to
produce a constant periodic rate of return on the net investment
outstanding for each accounting period.
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2.23 Fiduciary activities

The Group commonly acts as trustees and in other fiduciary
capacities that result in the holding or placing of assets on behalf of
individuals, trusts and other institutions. These assets are excluded
from the Group’s financial statements, as they are not assets of the
Group.

2.24 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Dividends on ordinary shares are recognised as a liability in the
financial statements in the period in which they are approved by
shareholders.

2.25 Cash and cash equivalents

For the purposes of the 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, other eligible bills and
certificates of deposit and investment securities which are readily
convertible to cash and are subject to an insignificant risk of changes
in value.
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(Expressed in thousands of Hong Kong dollars)

2.26 Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and other bodies
on behalf of customers to secure loans, overdrafts and other banking
facilities, and to other parties in connection with the performance of
customers under obligations related to contracts, advance payments
made by other parties, tenders, retentions and the payment of import
duties.

Financial guarantees are initially recognised in the financial
statements at fair value on the date the guarantee was given.
Subsequent to initial recognition, the Group’s liabilities under such
guarantees are measured at the higher of the amount determined
in accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets and the amount initially recognised less cumulative
amortisation recognised. Any changes in the liability relating to
financial guarantees are taken to the income statement.

2.27 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 financial statements. 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 financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.
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(Expressed in thousands of Hong Kong dollars)

2.28 Insurance contracts

The Group issues contracts that contain insurance risk or both
insurance and financial risks. Insurance contracts are those contracts
that transfer significant insurance risk. Such contract may also
transfer financial risk. As a general guideline, the Group defines as
significant insurance risk the possibility of having to pay benefits on
the occurrence of an insured event that are at least 10% or more than
the benefits payable if the insured event did not occur.

Insurance contracts are accounted for as follows:

(@ Premiums

Premiums for long-term insurance business are recognised
as revenue when they become due. Premiums for general
insurance business are accounted for in the period in which
the risk commences. Unearned premium is provided and is
calculated on a time-apportioned basis as the proportion of
the business underwritten in the accounting year relating to the
period of risk after the end of the reporting period. Reinsurance
premiums are accounted for on the same basis as gross
premiums.

(b) Commission expenses

Commission expenses for securing new contracts are charged
to the income statement on a basis consistent with premium
revenue recognition and are presented in the income statement
under “Net insurance claims and expenses”.

(c) Claims and benefits

Claims for general insurance business consist of paid claims
and movement in provisions for outstanding claims with related
claims handling expenses. For long-term insurance business,
claims and benefits are accounted for on notification of claims
or when benefits become payable. Liabilities to policyholders
under long-term insurance contracts are the amount recognised
for future claims and benefits of life insurance contracts as
estimated by appointed actuary in compliance with regulatory
requirements. Reinsurance recoveries are accounted for on the
same basis as the related claims or benefits.
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(d)  Value of in-force long-term life assurance business

The value of in-force long-term life assurance business is the
present value of expected future earnings to be generated from
in-force business, using appropriate assumptions. Movements
in the value of in-force long-term life assurance business are
reported as “Net insurance premium and other income”.

(e) Liability adequacy test

At each end of the reporting period, liability adequacy tests are
performed to ensure the adequacy of the contract liabilities. In
performing these tests, current best estimates of future cash
flows relating to insurance contracts and claims handling and
administration expenses, as well as investment income from the
assets backing such liabilities, are used.

() Reinsurance contracts held

Contracts entered into by the Group with reinsurers under
which the Group is compensated for losses on one or more
contracts issued by the Group and that meet the classification
requirement for insurance contracts are classified as

reinsurance contracts held.

The benefits to which the Group is entitled under its reinsurance
contracts held are recognised as reinsurance assets. These
assets consist of short-term balances due from reinsurers,
as well as longer term receivables that are dependent on
the expected claims and benefits arising under the related
reinsured insurance contracts. Amounts recoverable from or
due to reinsurers are measured consistently with the amounts
associated with the reinsured insurance contracts and in
accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums payable for
reinsurance contracts and are recognised as an expense when

due.
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(Expressed in thousands of Hong Kong dollars)

2.28 Insurance contracts (Continued)

() Reinsurance contracts held (Continued)

The Group assesses its reinsurance assets for impairment on an
annual basis. If there is objective evidence that the reinsurance
asset is impaired, the Group reduces the carrying amount of
the reinsurance asset to its recoverable amount and recognises
that impairment loss in the income statement. The Group
decides whether an insurance receivable is impaired based on
its age and relevant information on the financial health of the
counter party. If the Group deems an insurance receivable to be
impaired, a full and specific provision will be made against the
balance in question.

The Group’s activities expose it to a variety of financial risks and
those activities involve the analysis, evaluation, acceptance and
management of some degree of risk or combination of risks. Taking
risk is core to the financial business, and operational risks are an
inevitable consequence of being in business. The Group’s aim is
therefore to achieve an appropriate balance between risk and return
and minimise potential adverse effects on the Group’s financial

performance.

The Group’s risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls, and
to monitor the risks and adherence to limits by means of reliable and
up-to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out pursuant to the overall strategy
and policies approved by the Board of Directors. The Executive
Committee and the Risk Management and Compliance Committee
(“RMCC”) under the authority delegated by the Board oversee and
guide the management of different risks which are more particularly
managed and dealt with by the Group Risk Division and different
functional committees. In addition, Internal Audit is responsible for the
independent review of risk management and the control environment.
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(Expressed in thousands of Hong Kong dollars)

To further enhance the risk governance and risk management
standards, the Board has approved a Risk Strategy framework that
also covers the Group’s Risk Appetite Statement in 2013. The Risk
strategy sets out the core values and high level risk management
direction of the Group, taking account of the overall business strategy
and direction. As for the Risk Appetite Statement, it sets out the
tolerance for the assumption of risk by the Group in the pursuit of
return and key corporate objectives and covers the areas including
target returns to shareholders, earnings volatility, solvency and
other key risk measures. The Group Risk Division is responsible for
the ongoing monitoring of the compliance with the Risk Appetite
Statement and the regular reporting of the status to the RMCC and the
Board.

The most important types of risk are credit risk, liquidity risk, market
risk, operational risk and insurance risk. Market risk includes currency
risk, interest rate risk and other price risks.

3.1 Strategy in using financial instruments

The Group accepts deposits from customers at both fixed and floating
rates, and for various periods, and seeks to earn positive interest
margins by investing and lending these funds in a wide range of
assets. The Group seeks to increase these margins by consolidating
short-term funds and lending for longer periods at higher rates, while
maintaining sufficient liquidity to meet all claims that might fall due.

The Group also seeks to apply its interest margins through its
lending to commercial and retail borrowers and to charge customers
appropriate fees and commission, taking into consideration credit risk
and market conditions. Such exposures involve not just on-balance
sheet loans and advances, as the Group also enters into guarantees
and other commitments such as letters of credit, performance and
other bonds.
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3.1 Strategy in using financial instruments (Continued)

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter instruments, including
derivatives, to take advantage of short-term market movements in
equities and bonds and in currency, interest rate and commodity
prices. The Board places trading limits on the level of exposures
that can be taken in relation to market positions. Apart from specific
hedging arrangements, foreign exchange and interest rate exposures
are normally offset by entering into counterbalancing positions
(including transactions with customers or market counterparties), or
by the use of derivatives, thereby controlling the variability in the net
cash amounts required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes in
interest rates that will result in decrease in the fair value of fixed rate
assets or increase in the fair value of fixed rate liabilities. Part of
these financial instruments are designated as fair value hedges, and
the terms of hedge including hedged item, amount, interest rates,
hedge period and purpose are determined and documented at the
inception of each fair value hedge. Hedge effectiveness is assessed
at inception on a prospective basis and is reassessed, on an ongoing
basis, based on actual experience and valuation. Fair value hedge
relationships that do not meet the effectiveness test requirement
of hedge accounting are discontinued with effect from the date of
ineffectiveness of the fair value hedge.

3.2 Credit risk

The Group’s main credit risk is that borrowers or counterparties
may default on their payment obligations due to the Group. These
obligations arise from the Group’s lending and investment activities,
and trading of financial instruments (including derivatives).

The Group has a Group Credit Committee for approving major credit
exposures. The Credit Management Committee (“CMC”) and the
Treasury & Investment Risk Committee (“TIRC”) are the functional
committees responsible for credit policy formulation and portfolio
monitoring of the loan and treasury businesses respectively. These
committees are all chaired by the Chief Executive with certain
Executive Directors and senior business and credit officers as
members. Credit risk measurement, underwriting, approval and
monitoring requirements are detailed in credit policies.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

The Group manages all types of credit risk on a prudent basis. Credits
are extended within the parameters set out in the credit policies
and are approved by different levels of management based upon
established guidelines and delegated authorities. Credit exposures,
limits and asset quality are regularly monitored and controlled by
management, credit committees and Group Risk Division. The
Group’s internal auditors also conduct regular reviews and audits
to ensure compliance with credit policies and procedures, and
regulatory guidelines.

The Group has established policies and processes for the approval
and review of new products and activities, and credit policies
with details of the loan grading, or credit scoring, processes and
impairment policies.

3.2.1 Credit risk measurement
(@) Loans and advances

In measuring credit risk of loans and advances to customers and
to banks and other financial institutions at a counterparty level,
the Group focuses on three components, namely (i) credit risk
of the client or counterparty; (ii) current exposures to client or
counterparty; and (iii) the amount of impairment allowances.

(i) The Group assesses the credit quality of corporate clients
using an internal rating tool. It is developed internally
and combines general credit analysis and judgements
of credit officers, and is reviewed, where applicable, by
comparison with externally available data. The Group’s
rating scale has 13 grades which are segmented into
three broad rating classes as shown in Note 3.2.3.
Credit exposures migrate between credit grades and
rating classes as the assessment of credit quality on the
borrower and business environment changes. The rating
tool is kept under review and upgraded as necessary.

Credit quality of personal clients is assessed using
established criteria in credit policies and external
market data from credit bureau. Loans to individuals not
relating to commercial banking business are monitored
on portfolio basis primarily based on their delinquency
status.
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(@) Loans and advances (Continued)

(i)  Current exposure represents the actual utilisation of a
credit facility and contractual obligations including both
current exposure and undrawn commitment.

(ili)  The assessment of individual and collective impairment is
detailed in Note 3.2.3.

(b)  Credit-related commitments

Credit related commitments include bank guarantee,
documentary letter of credit, standby letter of credit and
undrawn commitment on legally bound facilities. Their credit
risk is similar to loans except for documentary letters of credit
which are usually short term and self-liquidating and carry a low
level of credit risk and capital charge.

(c) Debt securities and treasury bills

For debt securities and treasury bills, external credit ratings
from international credit rating agencies such as Standard &
Poor’s are used to assist in credit risk assessment on top of
internal credit analysis. These investments help to diversify
risk exposures and income streams, and to maintain a readily
available source of liquidity to the Group.

(d) Derivatives

In the normal course of business, the Group enters into a variety
of derivative transactions including forwards, futures, swaps
and options transactions in the interest rate, foreign exchange
and equity markets. Derivative transactions are conducted for
both trading and hedging purposes. The Group's objectives in
using derivative instruments are to meet customers' needs by
acting as an intermediary, to manage the Group's exposure to
risks and to generate revenues through trading activities within
acceptable limits.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(d)  Derivatives (Continued)

The Group is exposed to counterparty risk arising from its
positions in derivative financial instruments, which is either
“valuation risk” for the credit risk on receiving mark-to-market
gains upon the default of a counterparty prior to scheduled
settlement, or “settlement risk” for the possibility of not
receiving the expected cash flow of a derivative transaction
upon the expiry of a derivative contract on the settlement date.

The notional amounts of financial instruments do not necessarily
indicate the amounts of future cash flows involved or the current
fair value of the instruments and, therefore, do not indicate
the Group's exposure to credit or price risks. The derivative
instruments become favourable (assets) or unfavourable
(liabilities) as a result of fluctuations in market interest rates,
foreign exchange rates, equity prices and credit market
conditions. The aggregate contractual or notional amount of
derivative financial instruments on hand, the extent to which
instruments are favourable or unfavourable, and thus the
aggregate fair values of derivative financial assets and liabilities,
can fluctuate significantly from time to time.

The Group maintains strict control limits on net open derivative
positions (i.e., the difference between purchase and sale
contracts), by both amount and term. At any one time, the
amount subject to credit risk is limited to the current fair value of
instruments that are favourable to the Group (i.e., assets where
their fair values are positive), which in relation to derivatives is
only a small fraction of the contract, or notional values used to
express the volume of instruments outstanding.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)
3.2.2 Risk limit control and mitigation policies

The Group has an established framework to manage and control
concentrations risk with respect to individual borrower or
counterparty group, industry or country. Exposure limits by borrower
or counterparty group, industry or country are in place and their
exposures are monitored and reported to credit committees regularly.

The large exposure limits to borrower or counterparty groups are
capital based while the limits for industry are relative to the size of the
overall credit portfolio. Country limits are also set up with reference to
the sovereign credit rating from international credit rating agencies. All
these limits aim to achieve a more balanced portfolio.

To mitigate credit risk and where appropriate, the Group will obtain
collateral to support the credit facility granted. To control credit risk
exposure to counterparty arising from derivative positions, the Group
limits its derivative dealings with approved financial institutions, and
uses established market practices on credit support and collateral
settlement to reduce credit risk exposure to derivative counterparties.
Overall credit risk limit for individual financial institution counterparty,
including valuation limit for derivatives, is approved by the Group
Credit Committee with reference to the financial strength and
credit rating of individual counterparty. The acceptable types of
collateral and their characteristics are established within the credit
policies, as are the respective margins of finance. Enforceable legal
documentation establishes the Group’s direct, irrevocable and
unconditional recourse to any collateral, security or other credit
enhancements provided.

In relation to lending commitments that are unconditionally
cancellable without prior notice, the Group would assess the
necessity to withdraw the credit line in case where the credit quality
of a borrower deteriorates. Accordingly, these commitments do not
expose the Group to significant credit risk.

Irrespective of whether collateral is taken, all credit decisions are

based upon the customer’s or counterparty’s credit profile, cashflow
position and ability to repay.

DAH SING FINANCIAL HOLDINGS LIMITED |
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3.2 Credit risk (Continued)

3.2.2 Risk limit control and mitigation policies (Continued)
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(@) Loans and advances

The Group has guidelines on the acceptability of specific
classes of collateral for securing loans and advances. The
principal collateral types are:

° Mortgages over properties;

° Charges over business assets such as premises, inventory
and accounts receivable;

° Charges over financial instruments such as debt securities
and equities; and

° Charges over deposits.

In addition, in order to minimise credit loss, the Group will,
where possible, seek additional collateral from the borrower as
soon as impairment indicators are noticed on relevant individual
loans and advances.

(b)  Debt securities

Debt securities and treasury bills are generally unsecured,
with the exception of asset-backed securities and similar
instruments, which are secured by portfolios of financial
instruments or underlying assets.

(c) Derivatives

Since all counterparties for derivatives trading are financial
institutions, the risk is managed as part of the credit risk control
and monitoring process in respect of financial institutions
including credit controls such as setting individual limit for
valuation risk, daily settlement limits and performing periodic
credit assessment for individual counterparty. Moreover, the
Group requires all derivative contract counterparties to enter
into International Swaps and Derivatives Association (“ISDA”)
Agreement in order to follow the standardised market practice
of close-out netting arrangement in the event of default or early
termination.

Collateral arrangements with selected counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)
3.2.3 Impairment and provisioning policies

Impairment allowances are recognised for loans, securities and
derivative exposures which have objective evidence of impairment at
the end of the reporting period for financial reporting purposes (see
Note 2.7).

In determining whether objective evidence of impairment exists under
HKAS 39, the following criteria are assessed:

o Delinquency in contractual payments of principal or interest;
. Cash flow difficulties experienced by the borrower (e.g. equity to
debt ratio, net income percentage of sales);

° Breach of loan covenants or conditions;

o Initiation of bankruptcy proceedings;

° Deterioration of the borrower’s competitive position; and
° Deterioration in the value of collateral.

The Group’s policy requires the review of individual financial assets
that are above pre-set thresholds at least annually or more regularly
when individual circumstances warrant. Individual impairment
allowances on all individually significant accounts are determined by
an evaluation of the incurred loss at the end of the reporting period
on a case-by-case basis. The assessment normally encompasses
collateral held (including re-confirmation of its enforceability) and
the anticipated receipts from liquidating collaterals for that individual

account.

Collectively assessed impairment allowances are provided for:
(i) portfolios of homogenous assets that are individually below
materiality thresholds; and (ii) assets that are individually assessed but
do not have individual impairment.

The table below shows the percentage of the Group’s on-balance
sheet items relating to loans and advances and the associated
impairment allowances (both individually and collectively assessed)
covering on-and off-balance sheet amounts for each of the three
broad internal rating classes.

DAH SING FINANCIAL HOLDINGS LIMITED |
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3.2 Credit risk (Continued)

3.2.3 Impairment and provisioning policies (Continued)

2013 2012
WEERE BIEZER
IEERERE IHEREREE
ERREBX Botk ERREBHK ERaNsd
B2tE  Impairment B2t Impairment
Loans allowance Loans allowance
and as a % of and as a % of
£8 Group advances loan balance advances loan balance
% % % %
487 Class
1—1E% 1 - pass 99.2 0.2 99.2 0.1
2—RRIEEE 2 — special mention 0.2 6.5 0.3 5.7
3— IR IAT 3 - sub-standard or below 0.6 44.6 0.5 25.1
100.0 100.0

ERARBZAXRTER ZEENDERME
HwogEm

F1AR [EF ] B2 AKEANERTRFGES
ZEIREIP  KREFARKNIMENS RHH
AZEEMNBMERRE ZENAL A ERE

F2/5 [FRL] @ AREABERTRR
MR ZE10/ - RRERALRRESR - RiET
REBHEERRERL  AIESASERRE
B8Rk -

FE3MR [RAFAT | BEAKENIEFFTR
EFRZENEFIIH - ARERALRERRE
EERMEZREE KA 2K E B AKE
REBNBLEERZERRATER - BHA
EEARE R/ FFEBBRZER - XKHZEK
RIEBTE BT RERERSEEWD -
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As far as the commercial banking business of the Group is concerned,
the credit ratings are broadly categorised as follows:

Class 1 “pass”, which covers Grade 1 to 9 of the Group’s internal loan
grading system, represents loans for which borrowers are current in
meeting commitments and for which the full repayment of interest and
principal is not in doubt.

Class 2 “special mention”, which covers Grade 10 of the Group’s
internal loan grading system, represents loans with which borrowers
are experiencing difficulties and which may lead to credit losses to the
Group if the deterioration in loan quality cannot be contained.

Class 3 “sub-standard or below”, which covers Grade 11 to 13
of the Group’s internal loan grading system, represents loans in
which borrowers are displaying a definable weakness that is likely
to jeopardise repayment; or collection in full is improbable and the
Group expects to sustain a loss of principal and/or interest, taking
into account the fair value of collateral less cost to sell; or loans that
are considered uncollectible after all collection options have been
exhausted.
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3.2 FERR@ 3.2 Credit risk (Continued)

324 R AEEEZHEHEEAEMEEREET 3.2.4 Maximum exposure to credit risk before collateral held
HIZREEEREE or other credit enhancements

&£ H Group 2013 2012

FHEEABERNEEZFERBRENT : Credit risk exposures relating to

on-balance sheet assets are as follows:

e MERITHE R Cash and balances with banks 8,654,820 13,685,824
ERT1E12E A REE Placements with banks maturing

EORESN between one and twelve months 4,314,389 4,181,218
BIEEERRNES Trading securities 6,577,308 6,139,363
EELATEGZBEE AER Financial assets designated at fair value

HemEE through profit or loss 8,626,280 8,707,702
PTESRITE Derivative financial instruments 745,393 703,309
EFERKBR Loans and advances to customers

EAAER Loans to individuals

—EAR — Credit cards 4,162,473 4,425,525

—RIBER — Mortgages 27,122,139 23,749,843

—HAth — Others 6,674,529 5,422,866

EER Loans to corporate entities

—BHIER - Term loans 27,590,155 24,257,026

—ZBER - Mortgages 13,139,615 11,866,854

—BomE — Trade finance 6,911,081 5,360,541

— Efth - Others 12,377,528 11,090,926
H5EE% Trade bills 5,925,648 4,329,872
Hh &= Other assets 5,737,876 5,362,782
BREER R ERZIEER Investments in securities included in

ZEHIGE the loans and receivables category 1,137,631 3,402,239
AfHERS Available-for-sale securities

— [EIFEFH — Debt securities 26,892,585 21,660,684
FEL BB S Held-to-maturity securities 5,843,905 7,274,750

172,433,355 161,621,324

EHREEABERINEE ZEERBENT Credit risk exposures relating to
off-balance sheet items are as follows:

M ERREMEERBIABE Financial guarantees and other credit
related contingent liabilities 2,795,495 2,744,878
BRI R EMEERRE 2 &IE Loan commitments and other credit
related commitments 67,734,378 59,987,212
70,529,873 62,732,090
12 A31H At 31 December 242,963,228 224,353,414

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.4 Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

The above table represents a worse case scenario of credit risk
exposure for the Group at 31 December 2013 and 2012, without taking
into account of any collateral held or other credit enhancements
attached.

The maximum exposure to credit risk for financial assets recognised
on the statement of assets and liabilities is the carrying amount.
For contingent liabilities, the maximum exposure to credit risk is the
maximum amount the Group would have to pay if the instrument is
called upon. For undrawn facilities, the maximum exposure to credit
risk is the full amount of the undrawn credit facilities granted to

customers.

The Group’s exposures to credit risk, measured using the expected
gross credit exposures that will arise upon a default of the end obligor,
are shown in the disclosures required under the Banking (Disclosure)
Rules.

The results of credit performance of the Group can be further
assessed with reference to the following:

. 6% of the loans and advances portfolio are categorised in the
top grade of the internal rating system (2012: 7%);

° Mortgage loans, which represent the biggest group in the
portfolio, are backed by collateral;

. 98% of the loans and advances portfolio are considered to be
neither past due nor individually impaired (2012: 98%);

o Loans and advances to customers that are either individually
or collectively impaired constituted 0.40% (2012: 0.35%) of the
total loans and advances to customers; and

° 75% (2012: 71%) of the investments in debt securities and other
bills have at least an A- credit rating.
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3.2 Credit risk (Continued)

3.25 Loans and advances

P e

Loans and advances to customers are summarised as follows:

&= Group 2013 2012
e B R (8 R DRUE Neither past due nor individually
impaired 96,240,434 84,546,524

BHAB R E R RE Past due but not individually impaired 1,356,146 1,343,765
ERIIVERIE Individually impaired 380,940 283,292
“E Gross 97,977,520 86,173,581
W OREEE Less: allowance for impairment (442,026) (258,442)
TR Net 97,535,494 85,915,139
£E Group 2013 2012
B E R R 2K Impaired loans and advances
— ERIRE (5E () — Individually impaired (Note (a)) 380,940 283,292
—fREaREGGE(D)) — Collectively impaired (Note (b)) 15,355 16,251

396,295 299,543
B Impairment allowances made
— BRI (5 () — Individually assessed (Note (c)) (244,294) (90,726)
— e (GE(2)) - Collectively assessed (Note (b)) (13,838) (14,948)

(258,132) (105,674)

138,163 193,869
FREEMLATE" Fair value of collaterals held* 92,205 221,109
BEERKBREREFESR K Impaired loans and advances

BFBBZEDLL as a % of total loans and
advances to customers 0.40% 0.35%

* ERRATEDRBERDHEREFREES
# MEPREEETE

*

collateral and outstanding loan balance.

DAH SING FINANCIAL HOLDINGS LIMITED |

Fair value of collaterals is determined as the lower of the market value of
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(Expressed in thousands of Hong Kong dollars)

3.2

3.2.5

Note:

Credit risk (Continued)

Loans and advances (Continued)

Individually impaired loans are defined as those loans having objective
evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event”) and that loss
event has an impact on the estimated cash flows of the loans that can be
reliably estimated.

Collectively impaired loans and advances refer to those unsecured loans
and advances assessed for impairment on a collective basis and which
have become overdue for more than 90 days as at the reporting date.
The collective impairment allowance for these impaired loans, which is a
part of the overall collective impairment allowances, is shown above.

The above individual impairment allowances were made after taking into
account the value of collaterals in respect of such advances as at 31
December.

The total impairment allowance for loans and advances is
HK$442,026,000 (2012: HK$258,442,000), comprising an allowance
of HK$244,294,000 (2012: HK$90,726,000) for the individually
impaired loans and the overall collective impairment allowances
of HK$197,732,000 (2012: HK$167,716,000) provided on loans

assessed on a collective basis. Further information on the impairment

allowances maintained for each of loans and advances to customers,

and other accounts is provided in Note 27.
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3.2 EERE @ 3.2 Credit risk (Continued)
325 BEF KRB &) 3.2.5 Loans and advances (Continued)
(FF) #mE A RAEESRES B RN (@ Loans and advances neither past due nor individually
impaired
ERNBBEAR EEEEAERIERE The credit quality of the portfolio of loans and advances that
&R E T — AR IR 52 3.2.3 38 M3 K were neither past due nor individually impaired is normally
ERERTE - assessed based on the three broad gradings mentioned in Note
3.2.8.
RFERR
A (BEEF) i BReR
Individual (retail customers) Corporate entities Total loans
R+ E5RE and
£ Group Credit  BBER At BHER  BRBER Trade Eft  advancesto
0135128318 At 31 December 2013 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
a5 Class:
1-I% 1 — pass 4108044 26,739,025 6,558,120  27450,103 12,984,847 6,707,415 11,677,906 96,225,460
Pl i 2— special mention - - - - 11,319 - 978 12,297
3-RBFUAT 3— sub-standard or below - 321 585 - 1,222 - 549 2677
it Total 4,108,044 26,739,346 6,558,705 27,450,103 12,997,388 6,707,415 11,679,433 96,240,434
RPEFR
fIA(ZEZP) % a3
Indlividual (retail customers) Corporate entities Total loans
iR B5mE and
£§ Group Credit RIEEH -t BHER ERER Trade Eft  advancesto
125127318 At 31 December 2012 cards  Mortgages Others ~ Termloans  Mortgages finance Others  customers
iV Class:
1-I% 1 — pass 4366370 23404414 5334977 24210841 11654895 5285287  10,264912 84,521,696
-FilEE 2 — special mention - - - - 18,076 1,338 3,349 22,763
3-REBIHT 3 — sub-standard or below - 344 195 - 1526 - - 2,065
At Total 4,366,370 23,404,758 5335172 24210841 11,674,497 5286625  10,268261 84,546,524
TR R LA AR 2 B EFEE R HK Mortgage loans in the sub-standard or below class were
Aoz BRER R E RARRE assessed as not impaired after taking into consideration the

value and recovery of collaterals.
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3.2 Credit risk (Continued)

3.2.5 Loans and advances (Continued)

(b) Loans and advances past due but not impaired

EFERR
A (ZEEF) i a8
Individual (retail customers) Corporate entities Total loans
=ik E5HE and
£E Group Credit — REER At BHER  BBER Trade Eft  advancesto
135125318 At 31 December 2013 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
B ERIUT Past due up to 1 month 34,448 334,907 91,050 - 131,514 38,179 517,049 1,147,147
PE1EANLZ3MEA Past due more than 1 month
and up to 3 months 10,626 29526 15,149 - 1,966 14,081 86,729 158,077
DEIEANLZ6MA Past due more than 3 months
and up to 6 months 5,860 320 5,982 - - 523 7,393 20,078
QE6EANE Past due more than 6 months 3,495 4,842 - - = 223 22,84 30,844
At Total 54,429 369,595 112,181 - 133,480 53,006 633455 1,356,146
RERARCATE Fair value of collaterals” - 367,188 3,329 - 133,102 10,647 565,914 1,080,180
RPEHR
fAA(ZEZF) 13 408
Indlividual (retail customers) Corporate entities Total loans
HiNS B5mE and
£8 Group Credit — REER o BHEXR  RRER Trade Eff advances to
012412 431A At 31 December 2012 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
BE1EALNT Past due up to 1 month 39,810 300,674 63,283 26,928 177,990 32,961 555,024 1,196,870
pE1EANLZ3MEA Past due more than 1 month
and up to 3 months 10,950 26,156 15,779 - 4,916 12,842 32,463 103,106
DE3EAN Z6MA Past due more than 3 months
and up to 6 months 5,230 4,816 5,553 - - 85 15,178 30,862
BH6MANE Past due more than 6 months 3,165 541 782 - = 48 8,391 12,927
At Total 59,155 332,187 85,397 26,928 182,906 45,936 611,256 1,343,765
REERRATE" Fair value of collaterals* - 331,958 1,480 1,863 182,876 16,107 440,920 975,204
* BERR 2 AFEDBEBEEAGTERER * Fair value of collaterals is determined as the lower of the market

KREBHES  MEPREEME value of collateral and outstanding loan balance.
THIATERE R B R - HEKERZ A
FEDKBEREEEEEE 2 MEFEM
E o BERAIE ZERRCAFENSE
M ERLRFEEERSMERT

Upon initial recognition of loans and advances, the associated
collateral is valued based on valuation techniques for the
particular assets. In subsequent periods, the fair value of such
collateral is updated by reference to market price or indexes of
similar assets.

AFEemEERFRAR |
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3.2 FERR@ 3.2 Credit risk (Continued)
325 B RBZ (@) 3.2.5 Loans and advances (Continued)
() 1EFREZ EFEHRBH (c) Loans and advances to customers individually impaired
NEB R AR EAIFEE R ZIRE A The individually impaired loans and advances to customers of
ZERIRER P E RN EF A 380,940,000 the Group before taking into consideration the cash flows from
77T (2012 4F : 283,292,000/ 7T) © collateral held is HK$380,940,000 (2012: HK$283,292,000).
BERIRBEE SRR B K 2 8% R AE B The analysis of the gross amount of individually impaired loans
EER BRI R A FEZERN ST and advances by class, along with the fair value of the related
N collateral held by the Group as security, is as follows:
HEER-
fEA(2EZF) % fERI
Individual (retail customers) Corporate entities Impairment
E5E allowances -
£F Group REER By BHER  REER Trade Efy At individual
0135128318 At 31 December 2013 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{EREER Individually impaired loans 13,198 3,643 140,052 8,747 150,660 64,640 380,940 244,294
REEARRZATE" Fair value of collaterals* 13,198 - 8,829 8,318 32,211 29,649 92,205
WEER-
fAA(BERP) =3 ERIE
Individual (retail customers) Corporate entities Impairment
EUET allowances -
£H Group REER A AHER  REER Trade i A3 individual
012412318 At 31 December 2012 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{ARIREER Individually impaired loans 12,898 2,297 19,257 9,451 27,980 211,409 283,292 90,726
RRARRZATE" Fair valug of collaterals* 12,848 - 1,276 9,024 14,963 182,998 201,109
* KRRz ATFEGBEEKBEGTERER * Fair value of collaterals is determined as the lower of the market
KESES MEPREEME ° value of collateral and outstanding loan balance.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3.2 EERK @ 3.2 Credit risk (Continued)
325 BHRB (&) 3.2.5 Loans and advances (Continued)
(T) #5318 7L L2 EF RS (d)  Loans and advances overdue for more than 3 months
() BEREEREZRREE (i)  Gross amount of overdue loans
2013 2012
BHREE BERR(EE
BRAE B
Gross Gross
amount of 4%  amount of Ih4a%E
overdue Bot overdue Bokt
£H Group loans % of total loans % of total
REBRFER Gross advances to customers
4REE - which have been overdue for:
—3EAUE=61EA — six months or less but
over three months 100,260 0.10 70,549 0.08
—6EAUEE1F — one year or less but
over six months 69,831 0.07 33,986 0.04
—1FUE - over one year 127,380 0.13 195,040 0.23
297,471 0.30 299,575 0.35
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3.2 EERK @ 3.2 Credit risk (Continued)
325 B RBZ (&) 3.2.5 Loans and advances (Continued)

(T) BEI31EFULZ BRI (%) (d) Loans and advances overdue for more than 3 months

(Continued)
(i) BPREEERILBRZBEEEN (i)  Value of collateral held and impairment allowances
P if mE against overdue loans and advances
EXRBR B HEER-

KEBEE B gl gl HfhiEE {4
Outstanding Current  FrAEDH REREDH EBRHEEE  Imparment

amount of market Portion  Portion not Other allowances -

&8 Group loans and valueof  coveredby  covered by credit risk individual

2013128318 At 31 December 2013 advances collateral collateral collateral mitigation ~ assessment
BHKEEEPESREF  Overdue loans and advances

to customers 297,471 177,543 121,065 176,406 - 160,454

ERRBH Bfm FEEE-

AEEHE B ERR ERR AffEE EIRISHE

Outstanding Curent  FrAMEED ReAEDH ERFERE  Imparment

amount of market Portion Portion not Other  allowances -

3] Group loans and valueof  coveredby  covered by credit risk individual

2012612 A31H At 31 December 2012 advances collateral collateral collateral mitigation  assessment
AEAEREEERRER  Overdue loans and advances

to customers 299,575 379,646 242,553 57,022 - 78,668

FriFEfR T EAIRERRIREME - Collateral held mainly represented pledged deposits and

mortgage over properties.
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3.2 FERRE@m 3.2 Credit risk (Continued)
325 BHREB (&) 3.2.5 Loans and advances (Continued)
(%) #MEHEF(EHE EIEE_LILZE (e) Rescheduled advances net of amounts included in
HEZ) overdue advances shown above
LEEEEC Ih4ase
BaL Aotk
£H Group 2013 % of total 2012 % of total
TEER Advances to customers 148,512 0.15 147,594 0.17
B2 Impairment allowances - =
326 EBEE 3.2.6 Trade bills
R2013F 12 A31H  AEEVERECESE As at 31 December 2013, there were trade bills overdue for more than
(20124 : &) MBEREEIBMANUNLES 3 months and up to 6 months of HK$475,000 (2012: Nil) and no trade
BAZE 5% A 475,000,857 (20124 : ) o bills were impaired (2012: Nil).
3.2.7 Wl 3.2.7 Repossessed collateral
REREE 2 WREHEBROT ¢ Repossessed collateral held at the year-end is as follows:
&£E Group 2013 2012
BEEHE Nature of assets
4ERYES Repossessed properties 87,660 73,702
Hth Others 85 6,760
87,745 80,462
WEHEH QIR {TIB AR REE » BUEIERA A Repossessed collaterals are sold as soon as practicable with the
RIEBBAZERAKREBEER - proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.
{HET AT 3R 48(E & 67,860,000 78 7T 2 £ B A it Certain other properties in the Mainland China with a total estimated
#E T E A3 (20124 « 72,342,000%87T) * J) realisable value of HK$67,860,000 (2012: HK$72,342,000), which had
REBERE B A AR B 2 A5 S MITIELRY been foreclosed and repossessed by the Group pursuant to orders
BEEREDWK ZERRAEEBAWFI2 [HE issued by courts in the Mainland China, represent assets held by the
tEE] BTHRIEBLEZEE - HBAZEN Group for resale and have been reported under “Other assets” in Note

AR ETER o 39. The relevant loans had been derecognised.

AFEemEERFRAR |



P
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3.2 FERME @ 3.2 Credit risk (Continued)

328 EHEF 3.2.8 Debt securities
(FF) HFFREIEIS T 2 R AT (a)  Analysis by rating agency designation
TRIRH2013F K% 2012F 12 A 31 AR The table below presents an analysis of debt securities by rating
FERMIBTE E 2 AR DT 2 ETEFE S o agency designation at 31 December 2013 and 2012.

BFEE REN THEERE BZIHRE B3R
BiEEE  AVEMHE  Available- Held-to- ElE

£E Group Trading  Designated for-sale maturity  Loans and H
20135128318 At 31 December 2013 assets  atfairvalue investments investments  receivables Total
AAA AAA 10,240 427,913 1,377,938 12,116 - 1,828,207
AA- Z AA+ AA- to AA+ 6,325,368 912,095 7,016,032 897,513 - 15,151,008
A-ZA+ A-to A+ 103 2,605,414 12,751,217 1,923,077 37,220 17,317,031
B RBERA- Rated but lower than A- - 1,240,068 4,085,888 860,978 1,100,370 7,287,304
AETR Unrated 77 825,180 1,661,510 2,150,221 41 4,637,029
At Total 6,335,788 6,010,670 26,892,585 5,843,905 1,137,631 46,220,579

HIFEE BELN FRLERE HEIBRE Bak

ARdE  DYVERNE Available- Held-to- fElsoR
£F Group Trading  Designated for-sale maturity ~ Loans and ast
2012412 A31H At 31 December 2012 assets  atfairvalue  investments  investments receivables Total
AAA AAA - 335,390 530,906 121,102 - 987,398
AA- Z AA+ AA- to AA+ 5,797,593 1,580,282 7,333,770 753,484 - 15,465,129
A-ZA+ A-to A+ 149 3,052,810 9,513,340 3,348,571 83,743 15,998,613
B RBERA- Rated but lower than A- 119,996 1,188,679 3,394,775 1,117,094 3,261,957 9,082,501
RETR Unrated - 440,618 887,893 1,934,499 56,539 3,319,549
At Total 5,917,738 6,597,779 21,660,684 7,274,750 3,402,239 44,853,190
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3.2 FERE @ 3.2 Credit risk (Continued)

328 EBEFES @) 3.2.8 Debt securities (Continued)
(2) BEERE R T (b)  Analysis by overdue period
RN FERRE D 1A B R R E WA 2 3% Investments in securities which were classified as loans and
EIRE  RERER12 A31 B ABHOT receivables upon initial recognition, and were overdue at
TR ¢ the time of recognition, and which remain overdue as at 31

December are shown below:

£HE Group 2013 2012
R ERRE S ERER K Investments in securities classified as
ERFIRZ FHIRE loans and receivables upon

initial recognition

%60 5 Overdue for

—1F L — over one year 41 56,539
RUETERE D EAER R ERHIB ZE The entire portfolio of investments in securities classified as
EWERESHEEIRERD FB B R loans and receivables upon initial recognition was recognised
&z BEEMBMRARER in the statement of financial position at a value after taking into

account the above overdue status.
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3.2 =ER@m 3.2 Credit risk (Continued)

329 WHBEEERBZEHEELEBEE 3.2.9 Concentration of risks of financial assets with credit risk
HRE exposure
(F) B (a) Geographical sectors
BERPERZRESTIHIBED ZRRAKRE Advances to customers by geographical area are classified
BRIZERAFESLSE —RBRMNS ' B according to the location of the borrowers after taking into
EFXNERTEREEBRANRZ RS account the transfer of risk. In general, risk transfer applies
B B o when an advance is guaranteed by a party located in an area

which is different from that of the borrower.

TRABFPEFEERRIG DN - The following table analyses gross advances to customers by
geographical area.

20134 20124

124318 12 A31H

At At

31 December 31 December

55 Group 2013 2012
REERBEE Gross advances to customers

— BB - Hong Kong 77,492,360 68,780,111

— R - China 8,890,132 8,144,601

—RPFg - Macau 10,187,485 8,412,400

—Efth - Others 1,407,543 836,469

97,977,520 86,173,581
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329 WEBEREERBRZEMEESEEE

R¥he

(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk

HEE (&) exposure (Continued)
(FF) B3 (8) (@) Geographical sectors (Continued)
Ti%?%$’§l2$ﬁﬁw}% N BEBERK The following table analyses the cross-border claims of
PR BERERERITOERNTRZ the banking subsidiaries of the Group in relation to loans
E‘%%%*’inﬁ ° and advances, investments in securities, and balances and
placements with banks.
RITRHA
SRS
Banks NERE
£E Group and other Public
2013412831 H At 31 December 2013 financial sector Hit s
BEBT In millions of HK$ institutions entities Others Total
TAE  TEEEBEA Asia Pacific excluding Hong Kong 20,456 254 17,165 37,875
EERFEE North and South America 213 775 2,332 3,320
B Europe 2,544 - 867 3,411
23,213 1,029 20,364 44,606
RIT R EAM
T RENE
Banks NE RS
B Group and other Public
2012412 A31H At 31 December 2012 financial sector HAh FE
BEATL In millions of HK$ institutions entities Others Total
TAE  TEEEBEA Asia Pacific excluding Hong Kong 20,697 154 15,317 36,168
bERmEE North and South America 2,109 - 2,854 4,963
BOM Europe 3,751 80 1,475 5,306
26,557 234 19,646 46,437

LB REEENREERERNER
fé R R 32X 5 %1 F 6 P72 3 T 4% B8 B 49 40
MR SGEFRELEHORR - —8mM =
GERZGHPFNEERRETRBERN S —
7513‘*1% SEITEEE —HERTHEND
MEAHLTERTENBER - 1 S
RERHA-—BERERE S —BEXR -

BEBARRDA |

The above information of cross-border claims discloses
exposures to foreign counterparties on which the ultimate
risk lies, and is derived according to the location of the
counterparties after taking into account any transfer of risk.
In general, transfer of risk from one country to another is
recognised if the claims against a counterparty are guaranteed
by another party in a different country or if the claims are on
an overseas branch of a bank whose head office is located in a
different country.



P E

(LABEEF o R) (Expressed in thousands of Hong Kong dollars)

3.2 ZER@m
329 BEEEEREZEHBEES AREE

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk

HEE (&)
(Z2) 7%

BEFERBBR—BIEREFREDI R

exposure (Continued)

(b)  Industry sectors

Gross advances to customers by industry sector classified

according to the usage of loans

£E Group 2013 2012
EEBFERANER Loans for use in Hong Kong
TrE& Rt Industrial, commercial and financial
—MEERE - Property development 2,015,552 1,662,651
—MEKE - Property investment 15,122,078 14,047,519
— @b - Financial concerns 740,178 336,280
—BREL&L — Stockbrokers 109,264 100,240
—BEETERE — Wholesale and retail trade 4,006,724 3,219,507
—BUIEE - Manufacturing 1,975,672 1,996,894
— B BB - Transport and transport equipment 5,050,680 4,635,150
—BREEE - Recreational activities 300,505 287,610
— BB - Information technology 24,916 8,703
—HA — Others 3,571,083 2,894,403
32,916,652 29,188,957
EA Individuals
—-BE [FEAEEFE] - — Loans for the purchase of flats in
[RAZEERETE Home Ownership Scheme, Private
M IHEEHEREE] Sector Participation Scheme and
BFERK Tenants Purchase Scheme 1,080,873 1,123,393
—BEEMFEDERER — Loans for the purchase of other
residential properties 18,041,141 16,026,972
—(ERREXK - Credit card advances 3,949,544 4,240,329
—Efth - Others 6,880,302 5,465,362
29,951,860 26,856,056
EEAFERNER Loans for use in Hong Kong 62,868,512 56,045,013
BE5mE (5(1) Trade finance (Note (1)) 5,918,454 5,024,007
EBRBUIMERNER (@) Loans for use outside Hong Kong
(Note (2)) 20,190,554 25,104,561
97,977,520 86,173,581
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329 MEEEEBREEBZEHEEZEAMRE
HEEE (&)

(Z) 7@
G

() ERFIRZESMEARSETECMER
BIEEEER]) B 2 AME3ITHE
AEBED - WAMBOMEE LR
RESHMASZHR -

THREBEZESREER(BERM
RITZHINRITHBARBR T ZE SR
&) #{8992,627,000% 7t (20124 12 A
31H : 336,534,000 % 7T) H5ER [TEES
LAMERMERI BT ©

(2 HEEEUIMERNESRBRERTEERF
BEEBAIMEBZER

3.3 WA

M5 E g T s B 5 BRI R R ER 2{T 5| B
BE  ABEREERERIMER ZEERR -

BERGzMERBREOHESS  BREENA
REBGLMERRERBZESREFERT
ZHET iz fe 2 B IAR R IR B M 45 5 MR IR B
IR IR AR A FE T DA e 3% B an M R RS 28 Bl A%
E-RERBEEBETRETHE  LAREE -
R ERTSRREE(MEERERE] Z
EE-MASERTSRABNEERAEZTESRE
T{EARR o B R A0z @ T I & Eaim & ([
B B IR K BE PR 1) Th— (BB < R E TR K fE
P BELBRERMEFLRE - AHZR - 5
B ERRERZFRRNRIEZRRITEERRF
FEBBHETZEXKTEA - EHATFARERS
M BRBEERREEFREEEEE-ME
EEERBEES  RREERARZEGRE
EZEBRERME -
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(Expressed in thousands of Hong Kong dollars)

3.2 Credit risk (Continued)

3.2.9 Concentration of risks of financial assets with credit risk
exposure (Continued)

(b)  Industry sectors (Continued)

Note:

(1) Trade finance shown above represents loans covering finance
of imports to Hong Kong, exports and re-exports from Hong
Kong and merchandising trade classified with reference to the
relevant guidelines issued by the Hong Kong Monetary Authority
(“HKMA?).

Trade finance loans not involving Hong Kong (including trade
finance extended by DSB’s overseas subsidiary banks) totalling
HK$992,627,000 (31 December 2012: HK$336,534,000) are
classified under Loans for use outside Hong Kong.

2) Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.

3.3 Market risk

Market risk is the risk of losses in assets, liabilities and off-balance

sheet positions arising from movements in market rates and prices.

Market risk exposure for different types of transactions is managed
within various risk limits and guidelines approved by the Board, the
RMCC and the TIRC under the authority delegated from the Board.
Risk limits are set at the portfolio level as well as by products and
by different types of risks. The risk limits comprise a combination
of notional, stop-loss, sensitivity and value-at-risk (“VaR”) controls.
All trading positions are subject to daily mark-to-market valuation.
The Risk Management and Control Department (“RMCD”) within the
Group Risk Division, as an independent risk management and control
unit, identifies, measures, monitors and controls the risk exposures
against approved limits and initiates specific actions to ensure
positions are managed within an acceptable level. Any exceptions
have to be reviewed and sanctioned by the appropriate level of
management of TIRC, RMCC or the Board as stipulated in the relevant
policies and procedures.
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3.3 WEEKE@m

RFRIT AR AR ([RFRIT ) 2 B A FR
BERBITRMOER A (DRPIFERTT ) R
RIT(FBED)BRDR] ([RFH|RTT (FE) DIREE
—EBERBMBER RAERFIRITRIE L BET
BRBESRNRTERTZME LR o KHRTT
ZEBEEMETHERREERERMBHRR
TTRARFIRIT(FE) MELEZ TR -

AEBRAEEERIRITRZ TS ARER T
Az BARERBR NIRRT o

331 FEEERZ T5ERE
THI4t AE B AFTIRTT BRI %3817 o

AEBEZEERA - EIMNE - BFEES - #alt
BERTETAZEERRTFET SRR °

(FF) THREEE B %

ERMERRER AEEEREZEER
BRRA 2 IDA BT SRR RIZEHITH S
REBREERBREELBEA - AREE
REETIZRR T EINEBMAT

() THERBE

AEEEATSRBEEE  BJ—
RSt AEERIHEEERBAE
A5 TS TEEETEERL - HE
AAEBRNEESEKFAIEELRZ
BASEE  pi— B AH 2 EAEEE
H REBZERFEKTERI9% - Bt
IR - ERRIBRA A
LSRR EEZ GTEAX - Bt
FANZ AN TR 2 8 ISR L B
EEREBLBaLEHEEZBRK -

P

(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of Dah Sing Bank,
Limited (“DSB”), run their treasury functions locally under their own
set of limits and policies and within the overall market risk controls
set by DSB. The RMCD of DSB oversees and controls the market risk
arising from the treasury operations of BCM and DSB China.

The Group applies different risk management policies and procedures
in respect of the market risk arising from its trading and banking
books.

3.8.1 Market risk arising from the trading book

The following descriptions relate to DSB and BCM.

In the Group’s trading book, market risk is associated with trading
positions in foreign exchange, debt securities, equity securities and
derivatives.

(@)  Market risk measurement technique

In the management of market risk, the Group measures market
risks using various techniques commonly used by the industry
and control market risk exposures within established risk limits.
The major measurement techniques used to measure and
control market risk are outlined below.

(i) Value at risk

The Group applies a VaR methodology, which is a
statistically based estimate, to measure the potential loss
of its trading portfolio from adverse market movements. It
expresses as the maximum amount the Group might lose
given a certain level of confidence, which for the Group
is 99% for a one day holding period. There is therefore a
specified statistical probability that actual loss could be
greater than the VaR estimate. Hence, the use of VaR does
not prevent losses outside the VaR limits in the event of

extreme market movements.
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331 FEEERZ T 5ERE &)

(FF) THEEE B % (%)

() TSEREBEGRE

5 A e BUEE R RR AR A H
(RMAEBMER—R) EEHERE
B - MBERBETMKERS A ZBHE
e mEERREZAEE—{E250
BHI (3 —F) ZHERRERKE - £
R—RE2gEmsRRBEETE -

AEEFEZDBEAARER TSR
REBEAR  FHEERTSRERRBE
R Z BRI - FrE R R R E
FTURHAERAREEEASER -

AmBRREEANEE 2 THBER
ERHBEAN—BERE EEGRHE
BREZZESHMBEERART
TRMBERBEEERSIEES
EBEPY  WELGFEN - FEEA
BRHERBREEMERREECE
PR BLRE S T LT T BE PR o N
HERNRBRZE 2 THREREE
H 918 /41,453,000 7% 7T (2012 4F :
2,140,000/87T) °
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

@

Market risk measurement technique (Continued)
(i) Value at risk (Continued)

The VaR model assumes a certain “holding period” (one
day in the case of the Group) until positions can be closed.
It is calculated based on the current mark-to-market value
of the positions, the historical correlation and volatilities of
the market risk factors over an observation period of 250
days (or one year) using a method known as parametric
VaR methodology.

The VaR model is continuously validated by back-testing
the VaR results for trading positions. All back-testing
exceptions are investigated and back-testing results are
reported to senior management.

As VaR constitutes an integral part of the Group’s market
risk control regime, VaR limits are established and
reviewed by the Board and its delegated committees
at least annually for all trading positions and allocated
to business units. Actual exposures, including VaR, are
monitored against limits on a daily basis by Group Risk
Division. Average daily VaR for the Group for all trading
activities during the year was HK$1,453,000 (2012:
HK$2,140,000).
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

@

(b)

HZE2013%12A31H

Market risk measurement technique (Continued)
(i)  Stress tests

Stress tests provide an indication of the potential size
of losses that could arise in extreme conditions. The
stress tests carried out by Group Risk Division include:
risk factor stress testing, where stress movements are
applied to each risk category; and scenario stress testing,
which includes applying possible stress events to specific
positions or portfolios. Besides, the expected shortfall
of the trading portfolio is measured to evaluate the
expected size of extreme trading loss beyond a specified
confidence level and over a longer holding period. In
addition, reverse-stress tests are performed as a useful
tool to evaluate the maximum size of market stress
that the Group can endure before hitting the prescribed
tolerable levels.

The results of the stress tests are reviewed by the Board
and its delegated committees regularly.

VaR summary of trading portfolio

HZE2012F12 A31H

1E1248 A IE12fE A
12 months to 31 December 2013 12 months to 31 December 2012
F1g BS BIE 15 &= 4i
55 Group Average High Low Average High Low
SN [ B Foreign exchange risk 934 1,529 450 1,709 3,589 913
=R Interest rate risk 1,058 2,193 330 1,265 3,143 377
e All risks 1,453 2,625 689 2,140 4,692 1,092
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)
3.3.2 Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly associated
with positions in debt and equity securities.

(@)  Market risk measurement technique

Within the risk management framework and policies established
by the Board and its delegated committees, various limits,
guidelines and management action triggers are established to
control the exposures of the Group’s banking book activities
to foreign exchange risk, interest rate risk, and price risk. In
particular, position and sensitivity limits and price triggers are
in place to control the price risk of the investment securities.
In addition, sensitivity analysis and stress testing (including
reverse-stress testing) covering shocks and shifts in interest
rates on the Group’s on- and off-balance sheet positions
and credit spreads on the Group’s investment securities are
regularly performed to gauge the market risk inherent in the
Group’s banking book portfolios and manage it against the
established control measures.

VaR methodology is not currently being used to measure and
control the market risk of the banking book.

(b)  Sensitivity analysis of non-trading portfolio
(i) Foreign exchange risk

The Group has limited net foreign exchange exposure
(except for USD, Macau Pataca (“MOP”) and Renminbi
(“RMB”)) as foreign exchange positions and foreign
currency balances arising from customer transactions are
normally matched against other customer transactions or
transactions with the market. Foreign exchange exposure
in respect of MOP and RMB arise mainly from the
operation of overseas subsidiaries in Macau and Mainland
China. The net exposure positions, both by individual
currency and in aggregate, are managed by the Treasury
of the Group on a daily basis within established foreign
exchange limits.

Long-term foreign currency funding, to the extent that this
is used to fund Hong Kong dollar assets, or vice versa,
is normally matched using foreign exchange forward
contracts to reduce exposure to foreign exchange risk.
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(Expressed in thousands of Hong Kong dollars)

3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) Foreign exchange risk (Continued)

At 31 December 2013, if HK$ had weakened by 100
pips against MOP and RMB with all other variables held
constant, the profit after tax for the year and equity would
have been HK$9 million higher (2012: HK$8 million higher),
mainly as a result that the foreign exchange gain on
translation of MOP and RMB denominated financial assets
outweighed the foreign exchange losses on translation of
MOP and RMB denominated financial liabilities.

Conversely, if HK$ had strengthened by 100 pips against
MOP and RMB with all other variables held constant, the
profit after tax for the year and equity would have been
HK$9 million lower (2012: HK$8 million lower).

(i) Interest rate risk

From an earnings perspective, interest rate risk is the
risk that the net income arising from future cash flows of
a financial instrument will fluctuate because of changes
in market interest rates. From an economic value
perspective, interest rate risk is the risk that the economic
value of a financial instrument will fluctuate because of
changes in market interest rates. The Group takes on
interest rate risk from both perspectives in the banking
book. As such, the interest margins or net interest income
and the economic value of the capital may increase or
decrease as a result of such changes or in the event that
unexpected movements arise. The Board and the Asset
and Liability Management Committee (“ALCQO”) set limits
on the level of mismatch of interest rate repricing that may
be undertaken, which are monitored regularly by RMCD.
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3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(i) Interest rate risk (Continued)

The framework adopted by the Group to measure interest
rate risk exposures arising from its banking book positions
is consistent with that set forth by the HKMA for reporting
interest rate risk exposures. In this framework, deposits
without a fixed maturity are assumed to be repayable
and to reprice on the next working day whereas loan
prepayments are not considered when allocating loan
balances into respective interest repricing time bands.

At 31 December 2013, if HK$ and US$ market interest
rates had been 200 bps higher with other variables held
constant, the profit after tax over the next 12 months and
the economic value would have been HK$193 million
lower (2012: HK$80 million lower) and HK$970 million
lower (2012: HK$605 million lower) respectively.

The method and assumptions used in the above sensitivity
analysis on foreign exchange risk and interest rate risk are
on the same basis for both 2012 and 2013.

In addition to foreign exchange risk and interest rate
risk, the Group's investments in debt securities and
equity securities are also exposed to other price risks.
Consequently, the value of such investments could
change significantly depending on a variety of factors
including liquidity risk, market sentiment and other events
that might affect individual or portfolios of exposures.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3.3 WEEKE@m 3.3 Market risk (Continued)
3.3.3 JME R R 3.3.3 Currency risk
TRT|ANEFIR SRS RSB E[ED| L > The table below summarises the Group’s financial assets and
SRHEENBESE - liabilities translated into equivalent HK$ amounts, categorised by
currency.

&8 Group BT in bk AR¥ 2 I
2013128318 At 31 December 2013 HKD usb MOP RMB Others Total
- Assets
B RERTHES Cash and balances with banks 1,222,050 1,453,862 446,333 4,905,737 626,838 8,654,820
EFTIE12HAR Placements with banks maturing

H|EBEER between one and twelve months 113,166 1,370,593 72815 2,757,815 - 4,314,389
BEEERRNES Trading securities 6,435,294 136,057 - 180 5,717 6,577,308
RENATEHEARE Financial assets designated

SABRREREE at fair value through profit or loss 1,390,666 6,950,197 = 118,336 167,081 8,626,280
fTASRIA Derivative financial instruments 26,945 664,377 = 212 53,859 745,393
REEFREMER Advances and other accounts 77,097,251 13,644,631 5,032,486 12913548 1,570,253 110,258,169
o EES Available-for-sale securities 2,298,552 24,226,792 490 649,869 263,696 27,439,399
BEIEES Held-to-maturity securities 549,637 3,182,948 756,852 951,316 403,152 5,843,905
SREEA Total financial assets 89,133,561 51,629,457 6,308,976 22,297,013 3,090,656 172,459,663
8% Liabilities
BITER Deposits from banks 59,501 1,886,917 256 30,574 17,959 1,995,207
fTAESRIA Derivative financial instruments 30,834 925,919 - 126 202,164 1,159,043
FIEEERENERE Trading liabilities 3,362,473 - - - - 3362473
RPEH Deposits from customers 81,193,415 14,431,450 6,366,414 19,323,642 6,905,519 128,220,440
BETNESRE Certificates of deposit issued 5,356,465 775,465 631 = = 6,132,561
BRINELES Issued debt securities - 775,385 = = = 775,385
REER Subordinated notes - 2,357,559 - = 1,363,978 3,721,537
HifR B RER Other accounts and accruals 3,178,070 1,338,112 703,387 532,933 88,512 5,841,014
SREEAT Total financial liabilities 93,180,848 22,490,807 7,070,688 19,887,275 8,578,132 151,207,750
EEABRLEETE Net on-balance shest positions (4,047,287) 29,138,650 (761,712) 2409738  (5487476) 21,251,913

BESERIMERERTFE" Off-balance sheet net notional

positions* 14936216  (20270486) 249,867 (163843 5,170,315 (77,031)

EERR Credit commitments 61,463,280 4,261,313 454,286 4,187,601 163,393 70,529,873
* BEBBERIMNGEERFERETEANAEEE * Off-balance sheet net notional positions represent the net notional
SNEZ B R 2 INECBITET AR EERIFHE - amounts of foreign currency derivative financial instruments which

are principally used to reduce the Group’s exposure to currency
movements.
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3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

£E Group BT e R ARE i =
2012512 A31H At 31 December 2012 HKD UsD MOP RMB Others Total
BE Assets
RE RERITHEE Cash and balances with banks 4,077,979 1,572,833 342,634 5,424,371 2,268,007 13,685,824
ERT1E12(8AR Placements with banks maturing

HERTER between one and twelve months 1,595,744 477,284 50,485 1,550,778 506,927 4181218
HIEEERANES Trading securities 5,892,434 240,788 - 546 5,595 6,139,363
BENATEHEAEEY Financial assets designated

STABENEREE at fair value through profit or loss 1,288,387 7,317,117 - 98,683 3515 8,707,702
fTASRIA Derivative financial instruments 34,617 527,926 = 7 140,759 703,309
ZHEETREMER Advances and other accounts 70,243,638 13,413,604 3,914,867 8,545,972 2,730,838 98,848,919
EHEES Available-for-sale securities 2,078,863 18,529,708 490 567,911 285582 22,362,554
BEIEES Held-to-maturity securities 428,080 5,197,506 869,731 43,412 736,021 7,274,750
SHEEA Total financial assets 86,530,742 47,276,766 5178207 16,231,680 6,677,244 161,903,639
B Liabilities
BITER Deposits from banks 110,386 1,685,016 38,902 771,586 39,730 2,645,620
fTAESRIA Derivative financial instruments 8,768 1,229,430 = = 287,000 1,525,198
FIEEERENER Trading liabilities 2,278,044 - - - - 2278044
REEH Deposits from customers 74,448,821 15,136,484 5,665,045 13,826,541 7,449,745 116,526,636
BETNENE Certificates of deposit issued 4,410,874 1,331,019 10,569 - - 5752462
BEANERES Issued debt securities - 2,712,907 - - - 2,712,907
BERK Subordinated notes - 2511993 = = 1,423,569 3,935,562
HiofR B RER Other accounts and accruals 2,690,488 2,177,398 687,862 462,994 110,316 6,129,058
¢EEEA: Total financial liabilities 83947381 26,784,247 6,402,378 15,061,121 9,310,360 141,505,487
EERBRLRETE Net on-balance sheet positions 2592361 20492519  (1,224171) 1170559  (2,633,116) 20,398,152
BEABRRINGREE RS Off-balance sheet net notional

positions* 9,034,953 (11,174,908) - 152,725 2,220,441 233211

EEEE Credit commitments 54,147 462 4,738,582 479,075 3,180,948 186,023 62,732,090

AremEEFRAR |
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3.3 Market risk (Continued)
3.3.4 Interest rate risk

The table below summarises the Group's exposure to interest rate
risks. Included in the table are the Group's financial assets and
liabilities at carrying amounts, categorised by the earlier of contractual
repricing or maturity dates.

3EALL 180
3R EE B5E
T Over Over S5ELLE 8

£@ Group 3 months 3 months 1 year Over  Non-interest ait
20135128318 At 31 December 2013 or less to 1 year to 5 years 5 years Bearing Total
&E Assets
ReRERINES Cash and balances with banks 7,712,701 15,508 = = 866,611 8,654,820
ERT1Z12(8ARA Placements with banks maturing

Bihchofe s between one and twelve months 1,917,847 2,261,845 134,697 = = 4,314,389
HEEERRMES Trading securities 631,934 5,368,325 335,529 - 241,520 6,577,308
BENATEHEEEES Financial assets designated

TABRNEREAE at fair value through profit or loss 433,200 121,603 1,166,997 4,284,623 2,619,857 8,626,280
fTEEMIA Derivative financial instruments - - - - 745,393 745,303
EREHRAMEE Advances and other accounts 85,036,747 8,474,033 9,791,152 727,150 6,220,087 110,258,169
A EES Available-for-sale securities 920,544 1,992,504 18,980,495 4,004,214 551,642 27,439,399
FEIEER Held-to-maturity securities 1,453,849 1,675,082 2,682,714 32,260 = 5,843,905
cHEEST Total financial assets 98,166,822 19,908,900 33,091,584 10,038,247 11,254,110 172,459,663
g Liabilties
FE Deposits from banks 1,759,613 - - - 235,684 1,995,297
fEeBIA Derivative financial instruments - - - - 1,159,043 1,159,043
RIEEERRVER Trading liabilties 478,501 2,767,145 116,827 - - 3,362,473
EPREH Deposits from customers 102,519,581 19,073,739 1,608,375 164,673 4854072 128,220,440
BEANERE Certificates of deposit issued 2,250,279 2,107,785 1,765,497 - - 6,132,561
BRINERES Issued debt securities 775,385 - - - - 775,385
fhiERT Subordinated notes - - 1,850,719 1,870,818 - 3,721,537
HiRE RER Other accounts and accruals 413,993 - - - 5,427,021 5,841,014
SHEREAH Total financial liabilities 108,206,352 23,048,669 5,341,418 2,035,491 11,675820 151,207,750
NEgBEEAT (REHR) Total interest sensitivity gap (unadjusted)*  (10,039,530) (4039,769) 27,750,166 8,002,756
MEffETARNZEE Effect of interest rate derivative contacts 4,226,603 2,950,892 (4,061,258) (3,130,229)
NESRERA (£%) Total interest sensitivity gap (adjusted)* (5,812,927) (1,088,877) 23,688,908 4,872,527

* RERBNEGBEENREEARRKANEEM
BEMNBEEET - KHAEMNBHZREZEDFA
BRI R R L AT RO M R OTE T A/ KRR
% °

*

Unadjusted interest sensitivity gap is determined based on positions of
on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
takes into account the effect of interest rate derivative contracts entered
into to mitigate interest rate risk.
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3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

3fEANE 155k
3fiA EE E5F
FUT Over Over SENE it

£E Group 3 months 3 months 1 year Over  Non-interest At
2012512 A31H At 31 December 2012 or less to 1 year t0 5 years 5 years Bearing Total
EE Assets
fﬁé&ﬁﬁﬁﬁ@#‘ Cash and balances with banks 12,765,821 - 15,502 - 904,501 13,685,824
ERT1Z12[AR Placements with banks maturing

tJ/ﬁﬂE@ﬁﬂ between one and twelve months 3,510,207 661,302 9,709 - - 4,181,218
HEEERRNES Trading securities 813,086 4,700,030 384,812 19,810 201,625 6,139,363
KENATEI2EEEY Financial assets designated

TABRNEREAE at fair value through profit or loss 472 219,435 1,301,785 5,052,563 2,133,447 8,707,702
fTEERIA Derivative financial instruments - - - - 703,309 703,309
ERETREMERA Advances and other accounts 75,607,831 7,680,768 9,754,947 487,741 5,207,632 98,848,919
A ERS Available-for-sale securities 851,542 1,383,436 15,383,099 4,038,781 705,696 22,362,554
BEIEES Held-to-maturity securities 3,282,823 1,961,453 1,982,237 48,237 - 7,274,750
SREERH Total financial assets 96,921,782 16,606,424 28,832,001 9,647,132 9896210 161,003,639
i Liabilities
BTER Deposits from banks 2,325,523 314 - - 319,783 2,645,620
TEERTEA Derivative financial instruments - - - - 1525,198 1,525,198
HEEERANER Trading liabilties 1,436,569 646,446 195,029 - - 2,278,044
BFEH Deposits from customers 96,645,272 14,838,589 727,034 - 4,315,741 116,526,636
BERENE Certficates of deposit issued 1,521,356 3,559,124 671,982 - - 5,752,462
BEAMELES Issued debt securities 2,712,907 = = = = 2,712,907
hBER Subordinated notes - - 1,934,029 2,001,533 - 3,935,562
HiRR kR Other accounts and accruals 366,158 - - - 5,762,900 6,129,058
SREEAT Total financial liabilities 105,007,785 19,044,473 3,528,074 2,001,533 11923622 141,505,487
MEBBEEAG (KAL) Total interest sensitivity gap (unadjusted)* (8,086,00) (2438,049) 25,304,017 7,645,599
MEfTET AR 2 Effect of interest rate derivative contacts 3,705,070 3,358,526 (5,408,185) (1,620,921)
HEgREE A (BHE) Total interest sensitivity gap (acjusted)’ (4,380,933 920,477 19,895,832 6,024,678
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment
obligations associated with its financial liabilities when they fall due
and to replace funds when they are withdrawn.

3.4.1 Liquidity risk management process

The Group manages its liquidity on a prudent basis with the objective
to ensure that there is adequate liquidity and funding capacity to meet
normal business operations and to withstand a prolonged period
of liquidity stress of not less than a month. During the period, the
Group had maintained a sufficiently high liquidity ratio well above the
statutory minimum of 25%.

Moreover, the Group maintains the liquidity risk management
framework in accordance with the requirements set forth in the
Supervisory Policy Manual (“SPM”) LM-2 on “Sound Systems and
Controls for Liquidity Risk Management” issued by the HKMA in April
2011. The SPM LM-2 is developed to implement the liquidity sound
principles formulated by the Basel Committee on Banking Supervision
(“Basel Committee”) to strengthen the liquidity risk management
standards of banks.

Liquidity risk management is governed by the policy and framework
approved by the Board, which delegates to the Group’s ALCO to
oversee liquidity risk management. The ALCO regularly reviews the
Group’s loan and deposit mix and changes, funding requirements
and projections, and monitors a set of liquidity risk metrics,
including the liquidity ratio and maturity mismatch on an ongoing
basis. Appropriate limits or triggers on these risk metrics are set
and sufficient liquid assets are held to ensure that the Group can
meet all short-term funding requirements. The Treasury Division is
responsible for the day-to-day management of funding and liquidity
position while the RMCD is responsible for the measurement and
monitoring of liquidity risk exposures on a daily and monthly basis,
and also conducting liquidity analysis and stress testing. The Financial
Control Division handles regulatory reporting in relation to liquidity
risk, and coordinates the regular forecast of loans and deposits, and
liquidity ratio, budget and analysis relating to liquidity and funding
management.
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The Group places considerable importance to establish a diversified
and stable funding. While customer deposits form the primary portion
of the Group’s funding, certificates of deposit and medium term notes
are issued at opportune time in order to lengthen the funding maturity
and optimise asset and liability maturities. Short-term interbank
deposits are taken on a limited basis with the aim of maintaining the
presence in the market and the Group is a net lender to the interbank
market.

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons, including
the next day, week and month, which are key periods for liquidity
management. The starting point for those projections is an analysis
of the contractual maturity of the financial assets and liabilities as
well as the expected maturity of these assets and liabilities based
on historical observations. The cash flow projections also take into
account the historical behaviour of off-balance sheet items, including
undrawn lending commitments and contingent liabilities such as
standby letters of credit and guarantees. A liquid asset portfolio
is held to withstand unexpected shortfall in net cash flow. Debt
securities held are marked to the market on daily basis to ensure
their market liquidity. The Group performs stress testing regularly,
which includes an institution-specific crisis scenario, a general market
crisis scenario and a combination of these crisis scenarios in order
to assess the potential impact on its liquidity position under stressed
market conditions and has formulated a contingency plan that sets
out strategies for dealing with liquidity problems and the procedures
for making up cash flow deficits (e.g. conducting repo transactions
or liquidation of assets held for liquidity risk management purpose)
in emergency situations. Intragroup transactions are conducted on
arms-length basis and are treated the same way as other third party
transactions for the purpose of cash flow projection under normal
scenario. Subsidiaries of the Group are required to manage their
liquidity positions to meet their needs under both normal and stressed
conditions.
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3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis

The table below analyses the Group's assets and liabilities into
relevant maturity groupings based on the remaining period at the

BfE - end of the reporting period to the contractual maturity date or, where
applicable, the earliest callable date.
1EANL SEAAL
B3@ANT EE 1E0L
PHEE  1fARENAT  Smonthsor Over B5F

&0 Group Repayable Upto lesshbutover Imonths  Over1 year SENE gl ait
0131231 A At 31 December 2013 on demand 1 month 1 month to1 year to5years  Over5years Indefinite Total
BE Assets
ReRERANER Cash and balances with banks 3,410,699 5,057,270 186,851 - - - - 8,654,620
ERTIZ120AR Placement with banks maturing

SEhER between one and twelve months - 25,113 1,938,085 2,331,774 19417 - - 4,314,389
BERERENER Trading securities - 147,493 481,050 5,358,136 349,109 - 241,520 6,577,308
BEALTEAEEAES  Financial assets designated

HABRIHAHEE atfair value through profi orloss - 379,962 53,238 120603 1088822 437046 215609 8626280
fESRIA Derivative financial instruments - 66,676 31,251 145,030 136,856 365,574 - 745,393
REEHREMER Advances and other accounts 7,625,339 10,367,071 11,840,545 14,824,216 31,743,994 31,015,856 2,841,148 110,258,169
A ERA Available-for-sale securities - 383,088 39,426 2,101,347 19,368,782 4,994 214 551,642 27,439,399
R Held-to-maturity securties - 262,603 - 1,675,082 386,127 40,093 2 5,843,905
SENAIRE Investment in an associate - - - - - = 3,304,993 3,304,093
LEZHERRE Investments in jointly controlled entities - - - - - - 59,657 59,657
HE Goodwil - - - - - - 950,092 950,992
EVEE Intangible assets - - - - - - 88,230 88,230
fEREEEEE Premises and other fixed assets - - - - - - 2,147,606 2,147,606
REN% Investment properties - - - - - - 589,965 589,965
fEpEEE Current income tax assets - - - - - - = 5
ERfEEE Deferred income tax assets - - - - 20,975 - - 22975
REEREHL Valug of in-force long-term

BHREEE Ife assurance business - - - - - = 1,705,616 1,705,616
BEAT Total assets 11,036,038 16,690,176 14,570,452 26,557,188 56,596,082 40,782,783 15,096,978 181,329,697
Bf Liabilties
it Depostsfrom banks 12300 476,584 - - 13969 - - 1957
fEeRIE Derivative financial instruments - 122,230 50,114 128,897 747,803 109,999 - 1,159,043
RIEEERENAE Trading liabilties - 477,501 1,000 2,767,146 116,82 = = 3362473
RPEH Deposits from customers 39,311,174 41,634,566 27,945,978 17,733,530 1,594,411 781 - 128220440
BEANERE Certficates of deposit issued - 752,633 856,739 2,757,691 1,765,498 - - 6,132,561
BEINERES Issued debt securities - - - 715,385 - = = 775,385
hEER Subordinated notes - - - - 486,740 3,234,797 - 3721537
AR A RER Other accounts and accruals 286,952 797,870 840,056 1,203,264 285,173 - 2,427,699 5,841,014
JERERE Current income tax liablities - - - 207,51 - - - 207,51
EiHEAE Deferred income tax liabilties - - - - 57,005 - - 57,005
URERBAOREFAA  Liabities to policyholders under

LBE long-term insurance contracts - - - - - = 8,813,069 813,069
84 Total liabilities 39,721,146 44,261,384 29,693,887 25,583,440 6,449,369 3,345,577 11,240,768 160,295,571
FhEnEE Net liquidity gap (28,685,108) (27,571,208) (15,123,435) 973,748 50,146,713 37,437,206 3,856,210 21,034,126
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3.4 Liquidity risk (Continued)

3.4.2 Maturity analysis (Continued)

1EANE 3EANE
B3BARMNT E3f 150k
MEEE  1EAINT  Imonthsor Over B5%

£H Group Repayable Upto  lessbutover Imonths  Over 1 year SEME EHAS 8%
12512431 A(EE7)) At 31 December 2012 (Restated) on demand 1 month 1 month to 1 year to5years  Over5years Indefinite Total
gE Assets
ReRERTNER Cash and balances with banks 2,444 504 11,200,757 25,061 = 1,502 - - 13,685,824
ERMZ120AR Placement with banks maturing

HEhER between one and twelve months - 61,450 3,448,758 651,593 19417 - - 4,181,218
HEEERBNES Trading securities - 159,494 650,443 4,694,042 393,749 19,810 221,625 6,139,363
BEMLTEIEEEEE  Financial assets designated

tABANERAR at fair value through profitor loss - - 44,756 174,042 1,187,315 5,258,415 2,042,214 8,707,702
it eRIE Derivative financial instruments - 83,750 43,842 41,361 195,008 339,263 - 703,309
REEFREMES Advances and other accounts 7,304,105 7,727,864 9,285,585 14,715,964 30,167,742 27,309,591 2,338,068 98,848,919
RIERS Available-for-sale securities - 38,794 99,228 1,422,510 16,057,485 4,038,781 705,696 22,362,554
BRHERA Held-to-maturity securities - 261,815 129,120 2,396,425 4,431,311 56,079 - 7,214,750
BEnaRE Investment in an associate - - - - - = 2437031 2,437,031
LEfHEERA Investments in jointly controlled entiies - - - - - - 54,246 54,246
BE Goodwil - - - - - - 950,992 950,992
BEE Intangible assets - - - - - - 92,988 92,988
MERAMEREE Premises and other fixed assets = = = S = = 1,774,077 1,774,077
KEn% Investment properties = = = = = = 693,434 693,434
JERELE Current income tax assets - - - 930 - - - 930
EhEEE Deferred income tax assets e - = s 13,881 = = 13,881
RESRER Valug of in-force long-term

BHREEE Ife assurance business - - - - - = 1,771,156 1,771,156
AERR Total assets 9,748,609 19,533,924 13,726,793 24,098,027 52,481,495 37,021,939 13,081,587 169,692,374
8k Liabilties
Hit Deposits from banks 146,583 872,006 812,626 314 813,871 - - 2,645,620
it eRIE Derivative financial instruments - 34,048 34,996 39,851 1,129,006 287,297 - 1,525,198
REEERENAE Trading liabilties - 18,500 1,418,069 646,446 195,029 - - 2,278,044
EPEH Depostts from customers 34,135,445 41,479,424 2,343,918 14,840,815 727,034 - - 11652663
kGl Certiicates of depositissued - 253,929 13,363 4,813,188 671,982 = = 5,752,462
BEANEEES Issued debt securities - - - 1,937,792 775,115 - - 2,712,007
KERK Subordinated notes - - - - 510,460 3,425,102 - 3,935,562
HARA RER Other accounts and accruals 289,136 748,334 1,541,853 925,877 167,879 - 2,455,979 6,129,058
HsfEaE Current income tax liabilties - - - 117,880 = = = 117,880
EiEak Deferred income tax liabiliies - - - = 24,631 - - 24,631
HRERBANREZEA  Liablties to policyholders under

A long-term insurance contracts = - = S = = 8,743,071 8743271
BEAH Total liabilties 34,571,164 43,406,461 29,164,825 23,322,163 5,015,007 3,712,399 1119925 150,391,269
Sl Net liquidty gap (4822555 (23872557 (15,438,032) 5864 47466488 33309540 188397 19301,105
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose
and included in total assets as at the end of the reporting period,
the relevant balance, analysed based on the remaining period to

contractual maturity, is shown as follows:

1ERANL SEANE

{B3EAIAT BE 1E0E
UEEE  1@EAINT  3monthsor Over B5F
Repayable Upto lessbutover Imonths  Over1 year SENE #HAH it
&8 Group on demand 1 month 1 month to1year to5years  Over5years Indefinite Total
01312431 A At 31 December 2013
FrERan Certficates of deposit held included in:
BENERA Held-to-maturity securities - - - 1,006,441 99,831 s 5 1,106,272
0125128318 At 31 December 2012
FrERan Certficates of deposit held included in:
RENEES Held-to-maturity securities - - - - 399,701 - - 399,701

BERAGEHREAENERMZZENEREE
EEEE+THEE - HRNETHEBRILES
T\EEEE’UHWE&T\W*E%U CEIRITME - R
RAE RN TR - TMERMFERAIIEa A
=2 15@%‘3{]@;@}1 & o

BEHBENIHERNGENRANERIB
MERENESD  EHGEERDES RERF
ENEXZBAERRNEZRE -

A&EBE—RAIBERE=FeREE@EBEZEH
RE®  EAERNERERAZETARERIEN
RBESFREINEAENESRE BN EREEE
AEREIBARKIEABESRES - BtARE
HEBZEEAENRENGNESBERNER
HirEeFR -

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

The maturities of assets and liabilities and the ability to replace, at
an acceptable cost, interest-bearing liabilities as they mature are
important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

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

commitments will expire or terminate without being funded.
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(Expressed in thousands of Hong Kong dollars)

3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual or expected
maturities

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that
will be settled on a net basis and derivative financial instruments that
will be settled on gross basis by remaining contractual maturities at
the end of the reporting period. The amounts disclosed in the table
are the contractual undiscounted cash flows, whereas the Group
manages the inherent liquidity risk based on expected undiscounted
cash inflows.

The Group’s derivatives that normally will be settled on a net basis
include:

o Foreign exchange derivatives: over-the-counter (OTC) currency
options, currency futures, exchange traded currency options;

° Interest rate derivatives: interest rate swaps, forward rate
agreements, OTC interest rate options, interest rate futures and
other interest rate contracts; and

° Equity derivatives: equity options.

The Group’s derivatives that will be settled on a gross basis include:

o Foreign exchange derivatives: currency forward, currency
swaps;
° Interest rate derivatives: interest rate swaps and cross currency

interest rate swaps; and
° Credit derivatives: credit default swaps.



P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3.4 REBELER @) 3.4 Liquidity risk (continued)
343 BEHNB AR EAHAZKMEE 3.4.3 Undiscounted cash flows by contractual or expected
LW ) maturities (Continued)
1EAREE  3@ALE
3EAAUT Ef 1HH0E
1BAZUT 3 months or Over B5E
£@ Group Upto1 less but over 3months  Over 1 year 5N E &5t
2013%12R31 8 At 31 December 2013 month 1 month to 1 year to5years  Over5years Total
FITETARER Non-derivative cash flow
aff Liabilities
BAFH Deposits from banks 698,688 2,616 2,545 1,398,357 = 2,102,206
RFER Deposits from customers 81,149,163 28,558,930 18,003,719 1,795,564 988 129,508,364
KIEEERANEE Trading liabilities 477,501 1,879 2,769,048 116,175 = 3,364,603
BRTNERE Certificates of deposit issued 761,700 869,997 2,805,211 1,851,787 = 6,288,695
BRENERES Issued debt securities 27 - 775,411 - - 775,438
REER Subordinated notes - 105,301 104546 2502769 1,878,191 4,590,807
HEHRBANREFBEAZAR  Liabilities to policyholders under
long-term insurance contracts 107,895 206,351 637,970 2,846,822 24,044,791 27,843,829
Ui Other liabilities 983,766 553,330 1,006,468 223,026 - 2,766,590
BEAE(A0IHR) Total liabilities (contractual
maturity dates) 84,178,740 30,298,404 26,104,918 10,734,500 25,923,970 177,240,532
fIETIARER Derivative cash flow
BEBREEZITESRIA Derivative financial instruments
settled on net basis (56,908) (70,003) (317,887) (121,973) (3,694) (570,465)
BRBEE TESHTE Derivative financial instruments
settled on a gross basis
ke Total outflow 24579061 || 12,559,345 || 15,435,214 |[ 3,525,468 695,410 || 56,794,498
MABE Total inflow (24,507,882) | | (12,526,986) || (15,265,228) (2,848,014) (451,826) || (55,599,936)
71,179 32,359 169,986 677,454 243,584 1,194,562
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3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual or expected

ek e ) maturities (Continued)
1AM LR 3EAMKE
3EAFIAT 215 1R E
1EAZLAT 3 months or Over B5F
£H Group Upto less but over 3months  Over 1 year 5E £ A
2012%12A318 At 31 December 2012 1 month 1 month to 1 year to5years  Over 5 years Total
FTETARSR Non-derivative cash flow
afE Liabilities
BITER Deposits from banks 824,561 580,914 236,630 1,031,766 - 2,673,871
ZFEH Deposits from customers 75,433,985 25,016,099 15,842,120 1,256,317 88,955 117,637,476
BIEEERBNEE Trading liabilities 18,500 1,419,154 648,239 193,257 - 2,279,150
BEINENE Certificates of deposit issued 262,534 22,753 5,376,135 680,714 - 6,342,136
BRNERES Issued debt securities 11,468 - 1,971,003 780,744 - 2763215
REER Subordinated notes - 106,381 105724 2,653,237 1,948,171 4813513
HEHRBANREHBEAZAR  Liabilities to policyholders under
long-term insurance contracts 131,551 61,088 830,841 3,557,996 20,371,170 24,952,646
AfElE Other liabilities 921,823 1,248,001 921,355 142,055 - 3233234
BEAE(A0IHR) Total liabilities (contractual
maturity dates) 77,604,422 28,454,390 25,932,047 10,296,086 22,408,296 164,695,241
(TETERER Derivative cash flow
BEBEETESRTIE Derivative financial instruments
settled on net basis (8,337) (12,221) (66,489) (21,950) - (108,997)
ROBEE TESHTE Derivative financial instruments
settled on a gross basis
s Total outflow 17,131,745 17,961,498 27,706,942 4,848,241 595,369 68,243,795
A Total inflow (17,162,878) || (17,951,241) | | (27,462,799) || (3,952,574) (578,679) || (67,108,171)
(31,133) 10,257 244,143 895,667 16,690 1,135,624

ARARENAAEAEREAERENEEREZE
ERRRE ERRRBTHNER  EREZHEE
LBEEES - RITERRBR  NIEFPERKE
Ko EAEEBT - BNRSOERER—FR
NEZEFEFHEEH - 1o BHEFLE
EEFEREFRAREREE AKEXLES
HEFEFMBRREINESRE (PN : @ETS)
ARERTZRBs I E £33 °

AremEEFRAR |

Assets available to meet all of the liabilities and to cover outstanding
loan commitments include cash, central bank balances, items in
the course of collection and treasury bills; loans and advances to
banks; and loans and advances to customers. In the normal course
of business, a proportion of customer loans contractually repayable
within one year will be extended. In addition, debt securities and
treasury bills have been pledged to secure liabilities. The Group
would also be able to meet unexpected net cash outflows by selling
securities and accessing additional funding sources such as asset-
backed markets.
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3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items

TREFEATIESR : Included in the table below are the following items:
. ERHEETREPEEREMRE 2B FX . Loan commitments by reference to the dates of the contractual
E(EEEAEBEEABRINGRIAZ amounts of the Group’s off-balance sheet financial instruments

BHEEHEE)
s  REHRAABAR

that commit it to extend credit to customers and other facilities;

WER S N 2 B A 4 o Financial guarantees based on the conditions existing at the

1% reporting date as to what contractual payments are required;
. REBE AR AN Z T o] BUE KL & FH 4 & o The future minimum lease payments under non-cancellable
MARBSZ Mz XEHENRERE - & operating leases in respect of operating lease commitments

s BEFEMRBIENASE

where a Group company is the lessee; and

o
L]

Capital commitments for the acquisition of buildings and
equipment.

15 LR 1L % 5ELR

£ Group No later E56F Over =
2013412A31H At 31 December 2013 than 1 year 1-5 years 5 years Total
BHEE Loan commitments 63,521,453 4,146,585 53,883 67,721,921
R BELR Guarantees, acceptances
Hi & RS and other financial facilities
—HH - Acceptances 948 - - 948
—ERRERER - Guarantees and standby
letters of credit 1,834,851 225,603 83,217 2,143,671
—IREREEERT - Documentary and commercial
letters of credit 650,876 - - 650,876
L IVEE N Forward forward deposits placed 12,457 - - 12,457
TR LA Operating lease commitments 151,259 202,000 61,661 414,920
BARAENE Capital commitments 197,149 = = 197,149
CE Total 66,368,993 4,574,188 198,761 71,141,942
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3.4 Liquidity risk (Continued)
3.4.4 Off-balance sheet items (Continued)

15 HUR 1 LA 54 LATR

3] Group No later E54F Over A5
2012412 A31H At 31 December 2012 than 1 year 1-5 years 5 years Total
SRR Loan commitments 54,319,767 5,654,776 12,669 59,987,212
ER ALK Guarantees, acceptances
H fth & @b AR 7S and other financial facilities
— - Acceptances 1,024,085 - - 1,024,085
—ERRERER - Guarantees and standby
letters of credit 356,464 545,879 83,217 985,560
—REREEER - Documentary and commercial
letters of credit 735,233 - - 735,233
EETFR Forward forward deposits placed - - = =
KRR KR Operating lease commitments 145,478 253,561 58,161 457,200
B Capital commitments 216,416 = = 216,416
CH Total 56,797,443 6,454,216 154,047 63,405,706
3.5 sREERAEBEZATE 3.5 Fair values of financial assets and liabilities

(F) RNFEZETE

(@) Determination of fair value

NEEIER EHESCaA s BRAER Fair values are subject to a control framework that the Board is
BHEENGHEE R IIEHREF 2 EHE held responsible for ensuring proper valuation governance and
B -EZSREVERRERRZESH control processes of the Group. It delegates the responsibility
EeMIAZHERF - HERRKRER for overseeing the valuation process for financial instruments
BB LT MAESER T H to the TIRC. Valuation is performed independently by RMCD
F o RBRATEEARE TR - and the valuation results are periodically verified to ensure the

integrity of the fair value measurement process.

CRMTAEZATEDEBNMSEL TN The fair value of financial instruments is the price that would be
B2HEENGERETZEFRSPHE received to sell an asset or paid to transfer a liability in an orderly
BEFMKIMGZEEEEMIN2ERE T transaction between market participants at the measurement
WZERAEEBRNFERGHES AH date under current market conditions regardless of whether
aFe that price is directly observable or estimated using a valuation

AFEemEERFRAR |

technique.
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(Expressed in thousands of Hong Kong dollars)

3.5 Fair values of financial assets and liabilities (Continued)

(@)  Determination of fair value (Continued)

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency. A quoted price in an active market provides
the most reliable evidence of fair value and shall be used
whenever available. If a financial asset or a financial liability has
a bid price and an ask price, the price within the bid-ask spread
that is most representative of fair value in the circumstances is
used by the Group.

Where observable market quotation of financial instruments is
not directly available, the Group estimates the fair value of such
financial instruments by using appropriate valuation techniques
that are widely recognised including present value techniques
and standard option pricing models. In applying valuation
techniques for these financial instruments, the Group maximizes
the use of relevant observable inputs (for examples, interest
rates, FX rates, volatilities, credit spreads) and minimizes the
use of unobservable inputs. For examples, the fair value of
interest rate swaps is calculated as the present value of the
estimated future cash flows, the fair value of foreign exchange
forward contracts is generally based on current forward
rates and the fair value of option contracts is derived using
appropriate pricing models, such as Black-Scholes model.

The Group uses external price quotes and its own credit risk
spreads in determining the current value of its financial liabilities
and other liabilities for which it has elected the fair value option.
When the Group’s credit spreads widen, the Group recognises
a gain on these liabilities because the value of the liabilities has
decreased. When the Group’s credit spreads narrow, the Group
recognises a loss on these liabilities because the value of the
liabilities has increased.

Price data and parameters used in the measurement process
are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

3.5 Fair values of financial assets and liabilities (Continued)

(®)

Fair value hierarchy

The Group measures fair values using the following

hierarchy that reflects the significance of the observable and

unobservable inputs used in the fair value measurement:

Level

Descriptions

Quoted prices (unadjusted) in active markets for
identical assets or liabilities. This level includes equity
and debt securities that are listed on exchanges or
regularly quoted in the market, and exchange traded
derivatives like futures.

Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices). This level includes the majority of the
over-the-counter derivative contracts.

Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This
level includes equity and debt securities with significant

unobservable components.
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3.5 Fair values of financial assets and liabilities (Continued)

(b)  Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

£H

Group

1R

g

ERE

A

=]
2013F12H31H At 31 December 2013 Level 1 Level 2 Level 3 Total
A Descriptions
WATEFERES Financial assets at fair value
FABRNEREE through profit or loss
HEBERS Held for trading
B E S Debt securities - 6,335,788 - 6,335,788
B ME S Equity securities 235,258 6,262 - 241,520
EEUAATFEFERH Designated at fair value
ZH ABR through profit or loss
(B &5 Debt securities - 6,010,670 - 6,010,670
BaES Equity securities 1,678,779 698,831 238,000 2,615,610
PTEERMIA Derivative financial instruments
BIEEERS Held for trading - 357,898 = 357,898
BEREL Held for hedging - 387,495 = 387,495
AN E 7 SREE Available-for-sale financial assets
RIEES Debt securities - 26,887,757 4,828 26,892,585
B ER Equity securities 276,109 195,559 75,146 546,814
RATEFFEZEEAT Total assets measured at fair value 2,190,146 40,880,260 317,974 43,388,380
WA EERHEES) Financial liabilities at fair value
FAERNERERE through profit or loss
RHIEEER% Held for trading - 3,362,473 - 3,362,473
fTESRMTIA Derivative financial instruments
RHIEEER% Held for trading - 501,148 - 501,148
A R{EEH Held for hedging - 657,895 - 657,895
BATEHECZBERR Total liabilities measured at fair value - 4,521,516 - 4,521,516

RERFIGHEEZARNESCRHEER
FLmREEUEESRESFKRE - HESR
BEERBER/RRATESBOBZKARNET

N e

# 22013412 431 H %2012 12 A 31
ALEE #SiResmEERARBANS
HAFEFERFHEIRR - BREEZE
BINEE[YEER

The available-for-sale financial assets classified as Level 3 assets
represent investments in unlisted equity securities and debentures.
They are stated at cost which is considered to be a reasonable
approximation of fair value.

For the year ended 31 December 2013 and 31 December 2012, there
were no transfers of financial assets and liabilities into or out of the
Level 3 fair value hierarchy. The changes in carrying value represent
the exchange revaluation gains/losses.
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3.5 SREEREBBEZLAFE®@

3.5 Fair values of financial assets and liabilities (Continued)

(Z) NFEZRE) (b)  Fair value hierarchy (Continued)
BAFEAEZEERAEE (&) Assets and liabilities measured at fair value: (Continued)
REREBIRFNEEZEBEARNTEFER The financial asset designated at fair value through profit

HE EJF)\?EV_\E'\J‘i\mﬂﬁ%?%&ﬁEA*FEJ
R A RIS IEEF
128318 22 F{E 4 238,000,0007% 7T
(20124 : 285,000,000/ 7T) ° {H{ERIZZ
RBARIASRBEBL T EEBEBEELER

ZEHEHR2013

or loss classified as a Level 3 asset represents investment
in the equity security of an insurance company with a fair
value of HK$238,000,000 as at 31 December 2013 (2012:
HK$285,000,000). It is valued on the basis of the appraisal value
of the life assurance business of the insurance company.

MiE °
8 Group F1H F25 ERE &%
201212 431 H At 31 December 2012 Level 1 Level 2 Level 3 Total
AA Descriptions
NEEFERES Financial assets at fair value
J)\TE SRS BEE through profit or loss
HEEERE Held for trading
(B &5 Debt securities - 5,917,738 - 5,917,738
B ME S Equity securities 214,878 6,747 - 221,625
EENATEFER Designated at fair value
m@jufﬂé/\ through profit or loss
BEREH Debt securities - 6,597,779 - 6,597,779
R ES Equity securities 1,308,737 516,186 285,000 2,109,923
fTESRMTIA Derivative financial instruments
HEBERR Held for trading = 273,560 - 273,560
AR Held for hedging - 429,749 - 429,749
AfHE s SREE Available-for-sale financial assets
BEES Debt securities - 21,656,856 3,828 21,660,684
BRMES Equity securities 393,675 233,086 75,109 701,870
BATENEZBES Total assets measured at fair value 1,917,290 35,631,701 363,937 37,912,928
WATETEEEEY Financial liabilities at fair value
FAERNERERE through profit or loss
RIEEERZ Held for trading - 2,278,044 - 2,278,044
fTESRTIA Derivative financial instruments
HEBEERASR Held for trading = 268,334 = 268,334
AR Held for hedging - 1,256,864 - 1,256,864
BATEFEZBEST Total liabilities measured at fair value = 3,803,242 = 3,803,242
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3.5 SREENEBZAFEH®@® 3.5 Fair values of financial assets and liabilities (Continued)
(Z) RNFEZRE) (b)  Fair value hierarchy (Continued)
TRINTETFAEMBRZEEREARTF The following table shows the sensitivity in respect of the equity
B2 AHEH T ABR 2 ESZEEZSFRN securities designated at fair value through profit or loss on Level
FEIRANFTEHNGRE ¢ 3 measurements to some possible alternative assumptions:

U R R R
Reflected in

income statement EENIREE
EE#{ BHEE(t Resultant

Favourable Unfavourable Carrying

FERE Main assumptions changes changes value
2013612831 H At 31 December 2013
BEREHRILIN0.1% Increase in investment returns by 0.1% 10,833 = 248,833
KEBRBD0.1% Decrease in investment returns by 0.1% - (10,352) 227,648
X HIEIN10% Increase in expenses by 10% - (5,451) 232,549
TR 10% Decrease in expenses by 10% 5,896 = 243,896
T FAREIEN10% Increase in lapse/surrenders etc. by 10% - (8,763) 229,237
il BRERD10% Decrease in lapse/surrenders etc. by 10% 9,530 - 247,530
[ BB B3R EHE H01.0% Increase in risk discount rate by 1.0% - (36,968) 201,032
[ K2 Ah 3R % 4 1.0% Decrease in risk discount rate by 1.0% 46,338 - 284,338
MESRELECREIEN1.0% Increase in new business capitalization

factor by 1.0% 10,168 - 248,168
MEBREEECRERD1.0% Decrease in new business capitalization

factor by 1.0% - 9,723) 208,277
2012412 A31H At 31 December 2012
& B 3R1LIN0.1% Increase in investment returns by 0.1% 14,532 = 299,532
RERFRHD0.1% Decrease in investment returns by 0.1% - (14,769) 270,231
X HIE10% Increase in expenses by 10% - (8,257) 276,743
A 10% Decrease in expenses by 10% 8,004 - 293,004
T EAREIEN10% Increase in lapse/surrenders etc. by 10% - (11,085) 273,935
T BRERD10% Decrease in lapse/surrenders etc. by 10% 11,105 - 296,105
[\ B35 K12 901.0% Increase in risk discount rate by 1.0% = (46,883) 238,117
[E B BE IR 5 0 1.0% Decrease in risk discount rate by 1.0% 55,237 = 340,237
NEBRERECESEM.0% Increase in new business capitalization

factor by 1.0% 13,034 - 298,034
MEBREEECRERD1.0% Decrease in new business capitalization

factor by 1.0% - (13,287) 271,713
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3.5 Fair values of financial assets and liabilities (Continued)

(b)  Fair value hierarchy (Continued)

EEUQTEFE
BH#BHEA
BRNERMEE
Financial assets
designated at fair value
through profit or loss
PR TR 35

Equity securities

201341 A1H
DHEER

2013412 A 31 H
BIEEBERNERER2013F
12 A31 BB 2 FE34H!

BENFEARE

201241 A1H
DHEER

201212 A31H

BIEEEERNERER2012F
12 A31 BHFE 2 FE345H
BENTFELEER

AFEemEERFRAR |

At 1 January 2013 285,000
Fair value loss (47,000)

At 31 December 2013 238,000

Total loss for the year included in profit or loss for
Level 3 assets held at 31 December 2013

(47,000)
At 1 January 2012 313,942
Fair value loss (28,942)
At 31 December 2012 285,000
Total loss for the year included in profit or loss for
Level 3 assets held at 31 December 2012
(28,942)
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3.5 Fair values of financial assets and liabilities (Continued)

(c)  Financial instruments not measured at fair value

The table below summarises the carrying amounts and fair

values of those financial assets and liabilities not presented

in the Group’s statement of financial position at their fair

value. For disclosure purposes, these fair values have been

estimated by discounting the future contractual cash flows at

the current market interest rate that is available to the Group

WBETFE - for similar financial instruments, if applicable, or in the case of
investment securities, determined based on market prices or
price quotations.

REE ATE
Carrying value Fair value

58 Group 2013 2012 2013 2012
SREE Financial assets
Re RERITHE R Cash and balances with banks 8,654,820 13,685,824 8,652,640 13,685,683
ERT1ZE12f8AR Placements with banks maturing

B ERe T K between one and twelve months 4,314,389 4,181,218 4,325,939 4,184,420
EEER KRBT Loans and advances to customers

BAER Loans to individuals

—f=AFR - Credit cards 4,162,473 4,425,525 4,162,888 4,426,032

—RIBER - Mortgages 27,122,139 23,749,843 27,122,028 23,749,762

—Hth - Others 6,674,529 5,422,866 6,668,029 5,391,286

TEER Loans to corporate entities

—FHER - Term loans 27,590,155 24,257,026 27,582,271 24,245,669

—BBER - Mortgages 13,139,615 11,866,854 13,139,973 11,867,031

- H5ME - Trade finance 6,911,081 5,360,541 6,908,396 5,358,190

—HEfty - Others 12,377,528 11,090,926 12,379,431 11,085,702
COES Trade bills 5,925,648 4,329,872 5,975,492 4,387,616
BIETE S R EYGRIE Investments in securities included

BH2BHEE in the loans and receivables category 1,137,631 3,402,239 1,020,606 2,998,742
BEIEES Held-to-maturity securities 5,843,905 7,274,750 5,917,918 7,286,471
EREHE Financial liabilities
RITIEH Deposits from banks 1,995,297 2,645,620 1,997,667 2,644,960
BEEER Deposits from customers 128,220,440 116,526,636 128,268,019 116,548,358
BRITNERE Certificates of deposit issued 6,132,561 5,752,462 6,124,475 5,759,413
BETNERES Issued debt securities 775,385 2,712,907 774,718 2,732,129
BRIEER Subordinated notes 3,721,537 3,935,562 3,784,624 3,913,611
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(Expressed in thousands of Hong Kong dollars)

3.5 Fair values of financial assets and liabilities (Continued)

(c)

Financial instruments not measured at fair value (Continued)
(i) Placements with banks

The fair value of floating rate placements and overnight
deposits is their carrying amount. The estimated fair value
of fixed interest bearing deposits is based on discounted
cash flows using prevailing money-market interest rates
for debts with similar credit risk and remaining maturity.

(i)  Loans and advances to customers, and trade bills

The estimated fair value of loans and advances and trade
bills represents the discounted amount of estimated future
cash flows expected to be received. Expected cash flows
are discounted at current market rates to determine fair
value.

(iii)  Investment securities

Investment securities include interest-bearing assets
included in the loans and receivables, and held-to-
maturity categories. Fair value of held-to-maturity assets
and loans and receivables is based on market prices or
broker/dealer price quotations. Where this information is
not available, fair value is estimated using quoted market
prices for securities with similar credit, maturity and yield
characteristics.

(iv) Deposits and balances from banks, deposits from
customers, certificates of deposit issued and other
borrowed funds

The estimated fair value of deposits with no stated
maturity, which includes non-interest bearing deposits,
is the amount repayable on demand. The estimated
fair value of fixed interest-bearing deposits and other
borrowings not quoted in an active market is based on
discounted cash flows using interest rates for new debts
with similar remaining maturity.
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3.5 Fair values of financial assets and liabilities (Continued)
(c)  Financial instruments not measured at fair value (Continued)

(v)  Debt securities in issue including subordinated
notes issued

For those notes where quoted market prices are not
available, the present value technique is used based on
current yield curve and/or credit spread appropriate for

the remaining term to maturity to estimate fair value.

3.6 Capital management

The Group’s objectives when managing capital are:

. To comply with the capital requirements set by the banking and
insurance regulators in the markets where the entities within the
Group operate;

° To safeguard the Group’s ability to continue its business as a
going concern;

o To maximise returns to shareholders and optimise the benefits
to other stakeholders; and

o To maintain a strong capital base to support the development of
its business.

3.6.1 Banking business

Capital adequacy of and the use of regulatory capital by the Group’s
Hong Kong banking subsidiary is monitored regularly by the Group’s
management, employing techniques based on the guidelines
developed by the Basel Committee, as implemented by the HKMA, for
supervisory purposes. The required information is filed with the HKMA
on a quarterly basis.
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(Expressed in thousands of Hong Kong dollars)

3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

As the first phase of Basel lll has become effective from January 2013,
DSB is required to meet three ratios, namely, the Common Equity
Tier 1 capital, Tier 1 capital and Total capital respectively against
risk-weighted assets. The internationally agreed minimum of these
three ratios as of 1 January 2013 are set at 3.5%, 4.5% and 8.0%
respectively and are adopted by the HKMA. In addition, the capital
conservation and countercyclical capital buffers newly introduced
under Basel Il will be implemented from 1 January 2016 in Hong
Kong. In line with the international standards, the HKMA also adopts
the phase-in arrangements for new capital requirements in relation to
the Common Equity Tier 1 capital ratio, Tier 1 capital ratio and capital
buffers as proposed by the Basel Committee and will achieve full
implementation by 1 January 2019.

Risk-weighted amount is the aggregate of the risk-weighted amounts
for credit risk, market risk and operational risk, and covers both on-
balance sheet and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the nature of each
exposure and risk-weighted based on the credit assessment rating
assigned by an external credit assessment institution recognised by
the HKMA or other rules as set out in the Banking (Capital) Rules,
taking into account the capital effects of credit risk mitigation.
Off-balance sheet exposures are converted into credit-equivalent
amounts by applying relevant credit conversion factors to each
exposure, before being classified and risk-weighted as if they were
on-balance sheet exposures.

Capital adequacy of and the use of regulatory capital by the Group’s
Macau banking subsidiary, BCM, and banking subsidiary in China,
DSB China, are monitored regularly by the Group’s management,
employing techniques based on the guidelines provided by the
Autoridade Monetaria de Macau (“AMCM”) and the China Banking
Regulatory Commission (“CBRC”) respectively for supervisory
purposes.
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(Expressed in thousands of Hong Kong dollars)

3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

The required information is filed by BCM with the AMCM and by
DSB China with the CBRC on a quarterly basis. The AMCM requires
BCM and the CBRC requires DSB China to maintain a ratio of own
funds or capital base to total risk-weighted exposures (i.e. the capital
adequacy ratio) not lower than the agreed regulatory minimum of 8%.

Certain non-banking subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities, such
as the Securities and Futures Commission.

3.6.2 Insurance business

In each market in which the Group’s insurance subsidiaries operate,
the local insurance regulator specifies the minimum amount and type
of capital that must be held by each of the subsidiaries in addition
to their insurance liabilities. The minimum required capital must be
maintained at all times throughout the year. The Group’s subsidiaries
are subject to insurance solvency regulations in the markets in
which they issue insurance and investment contracts, and where
they have to comply with the local solvency regulations. The Group
has embedded in its asset and liability management framework the
necessary tests to ensure continuous and full compliance with such
regulations. The solvency requirement of each insurance company in
each market is subject to local requirements, which may differ from
jurisdiction to jurisdiction.

In Hong Kong, the required margin of solvency for the Group’s life
insurance subsidiary, Dah Sing Life Assurance Company Limited, is
determined by the Group’s appointed actuary in accordance with the
Hong Kong Insurance Companies (Margin of Solvency) Regulation.
In addition, dynamic solvency test is also required by Insurance
Authority to identify the solvency position of the company on a going
concern basis and plausible threats to satisfactory financial condition.
For both 2013 and 2012, the results of dynamic solvency test are
satisfactory.
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(Expressed in thousands of Hong Kong dollars)

3.7 Fiduciary activities

The Group provides custody, trustee, wealth management and
advisory services to third parties, which involve the Group making
allocation and purchase and sale decisions in relation to a variety
of financial instruments. Those assets that are held in a fiduciary
capacity are not included in the Group’s financial statements. These
services could give rise to the risk that the Group could be accused of
mal-administration.

3.8 Insurance risk
3.8.1 Frequency and severity of claims

For contracts where death is the insured risk, the most significant
factors that could increase the overall frequency of claims are
epidemics or wide spread changes in lifestyle, resulting in earlier or
more claims than expected.

For contracts with fixed and guaranteed benefits and fixed future
premiums, there are no mitigating terms and conditions that reduce
the insurance risk accepted. For contracts with discretionary
participating features, the participating nature of these contracts
results in a significant portion of the insurance and financial risks
being shared with the insured party.

The Group charges for mortality risk on a monthly basis for all
insurance contracts without a fixed term. It has the right to alter
these charges based on its mortality experience and hence minimise
its exposure to mortality risk. Delays in implementing increases in
charges and market or regulatory restraints over the extent of the
increases may reduce its mitigating effect.

The Group manages these risks through its underwriting strategy and
reinsurance arrangements.

The Group’s underwriting strategy seeks diversity to ensure a
balanced portfolio and is based on a portfolio of similar risks over
a number of years and, as such, it is believed that this reduces the
variability of the outcome. Premium pricing is set at an appropriate
level that corresponds with the underlying exposure of the risks
underwritten. The Group has a company-wide retention limit on any
single life insured. The Group reinsures the excess of the insured
benefit over the limit for standard risks (from a medical point of view)
under an excess of loss reinsurance arrangement.
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3.8 Insurance risk (Continued)
3.8.1 Frequency and severity of claims (Continued)

Within the insurance process, concentrations of risk may arise where
a particular event or series of events could impact heavily upon
the Group’s liabilities. Such concentrations may arise from a single
insurance contract or through a small number of related contracts,
and relate to circumstances where significant liabilities could arise.

The Group is subject to concentration risk arising from accidents
or epidemics on policies taken out by its policyholders. Therefore,
to cover the risk, catastrophe reinsurance arrangements have been
made by the Group.

3.8.2 Sources of uncertainty in the estimate of future benefit
payments and premium receipts

Uncertainty in the estimation of future benefit payments and
premium receipts for long-term insurance contracts arises from the
unpredictability of long-term changes in overall levels of mortality and
the variability in contract holder behaviour.

The Group uses appropriate industry tables of standard mortality
adjusted according to the type of contract being written. An
investigation into the actual experience of the Group is carried out
annually. Realistic estimates of future mortality are made based on
standard industry tables adjusted for the Group’s overall experience
with appropriate margins.

3.8.3 Assumptions and sensitivity of long-term insurance
contracts

Estimates are made in calculating the future insurance liabilities under
insurance contracts.

Key assumptions are summarised below:
— Mortality

An appropriate table of standard mortality is chosen with adjustment
for the Group’s own experience with appropriate margins.

- Valuation interest rates
The valuation interest rates as at 31 December 2013 range from

1.49% to 3.35% (2012: 1.00% to 2.90%) depending on type of plans
and varies with changes in the appropriate risk free rates.
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3.8 Insurance risk (Continued)

3.8.3 Assumptions and sensitivity of long-term insurance
contracts (Continued)

Change in assumption

The valuation interest rates change with variations in the appropriate
risk free rates at each end of the reporting period. Valuation interest
rates in 2013 changed by -0.73% to +0.49% (2012: -0.31% to -0.24%)
depending on types of plans from 31 December 2012 to 31 December
2013. The impact of changes in valuation rates and other changes
in actuarial assumption reduced the future insurance liabilities under
insurance contracts as at 31 December 2013 and increased the
net profit for 2013 by HK$539,423,000 (2012: increased the future
insurance liabilities under insurance contracts and reduced the net
profit for 2012 by HK$356,177,000).

Sensitivity analysis

The following table sets out the sensitivity of value of future insurance
liabilities under insurance contracts to movements in the key
assumptions used in the estimation of future insurance liabilities

under insurance contracts.

2013 2012

REREE AR

EE2H BEEH

Change in Change in
BHEE future FRFEH future 3@ I E)
Change in insurance Change in insurance Change in
variable liabilities net profit liabilities net profit
T XREL Worsening of mortality 1% +7,048 -7,036 +6,809 -6,797

HENETHE Decrease in valuation

interest rates 0.1% +130,454 -130,030 +167,259 -166,837

B RE-RBRRERESTAAH MR
REF[FIEMEL - BR L EBRTATREE
B METREOE S A LA Pl R
BRTEES  RRAHERAIE T RS

AFEemEERFRAR |

The above analyses are based on a change in an assumption while
holding all other assumptions constant. In practice, this is unlikely to
occur, and change in some of the assumptions may be correlated — for
example, change in interest rate and change in market values; change
in lapses and future mortality.
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4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances. Changes in estimates and assumptions may
have a significant impact on the results of the Group in the periods
when changes are made. The application and selection of different
estimates and assumptions, and their subsequent changes, could
affect the Group’s profit and net asset value in the future. The Group,
based on its high-level assessment of the sensitivity impacts on the
reported assets and liabilities of the Group arising from the changes
in critical accounting estimates and assumptions, believes that the
estimates and assumptions adopted are appropriate and reasonable,
and the financial results and positions presented in the Group’s
financial statements are fair and reasonable in all material respects.

(@) Impairment allowances on loans and advances

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

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

4.1

Critical accounting estimates and assumptions
(Continued)

(b)  Fair value of financial instruments

A majority of the Group’s investments in debt securities carried
at fair value are valued based on observable market quotations.
As a consequence of the difficulties in financial markets caused
by the 2008 global financial crisis, the Group had witnessed
observable declines in market liquidity and the range of market
quotations for certain securities have widened. The Group
applies judgement in selecting the most appropriate quotation
for valuation purposes based on its assessment of the range
of observable quotations, recent observable transactions, the
reliability and quality of the pricing source, and the value of
securities of a similar nature.

(c)  Goodwill and intangible asset valuation

For business combinations, subsequent to initial recognition
of goodwill and intangible assets, any major change in the
assumptions in relation to future benefits to be generated from
the intangible assets, including future cash flow of benefits
to be generated from the acquired entities, or discount rates
which could be caused by major changes in market conditions
and outlook, could result in adjustments to the carrying values
of such assets. In the event that the expected recoverable
amounts of goodwill and intangible assets are significantly lower
than their carrying values, impairment of such assets would
have to be recognised.
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(Expressed in thousands of Hong Kong dollars)

4.1

Critical accounting estimates and assumptions

(Continued)

(@

Value of long-term life assurance business

Estimates are made in calculating the value of long-term life

assurance business.

Key assumptions are summarised below:

(iii)

Mortality. An appropriate base table of standard mortality
is chosen with adjustment for the Company’s own
experience.

Discount rate. A discount rate of 8.35% (2012: 8.25%)
being the risk free rate plus an appropriate equity risk
premium is applied.

Investment return. Investment return assumption ranges
from 3.55% to 5.55% per annum (2012: 3.40% to
5.40% per annum) depending on risk characteristics of
investments matching the liabilities of different plans.
Renewal expenses. Renewal expenses based on actual
experience and with reference to future business plan are
adopted.

Change in assumptions:

Assumptions are reviewed on a regular basis and adjusted

based on the actual experience and new forecasts.
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4.1 Critical accounting estimates and assumptions
(Continued)

(d)  Value of long-term life assurance business (Continued)
Sensitivity analysis:

The following table represents the sensitivity of value of

long-term life assurance business to movements in the key

JEfE - assumptions used in the estimation of value of long-term life
assurance business.
2013 2012
RESHEK RESBEK
ZERRE ZENRE
EE2Y EE%
Change in Change in
value of value of
HYRH long-term FRAEY long-term e
Change in assurance Change in assurance Change in
variable business net profit business net profit
BB 282 m Increase in discount rate +1% (190,615) (190,267) (186,608) (186,262)
aw: w4 id Worsening of mortality +1% (23,716) (23,714) (22,576) (22,574)
REER T’ Decrease in investment return ~ -0.1% (98,804) (98,500) (90,121) (89,819)
BR M 2E Increase in renewal expense +10% (30,532) (30,359) (32,612) (32,440)

AremEEFRAR |
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4.1

Critical accounting estimates and assumptions
(Continued)

(e) Estimate of future benefit payments and premiums arising
from long-term insurance contracts

The determination of the liabilities under long-term
insurance contracts is dependent on estimates made by
the Group. Valuation interest rates are determined from a
prudent assessment of the yield on existing assets and the
expected yield taking into account the Insurance Companies
(Determination of Long Term Liabilities) Regulation. Estimates
are made as to the expected number of deaths for each of the
years in which the Group is exposed to risk. The Group bases
these estimates on standard industry mortality tables that reflect
recent historical mortality experience with margin, adjusted
where appropriate to reflect the Group’s own experience. The
estimated number of deaths determines the value of the benefit
payments and the value of the valuation premiums. A main
source of uncertainty is that epidemics such as AIDS, SARS
and wide ranging lifestyle changes, such as in eating, smoking
and exercise habits, could result in future mortality being
significantly worse than in the past for the age groups in which
the Group has significant exposure to mortality risk offset by
continuing improvements in medical care and social conditions.

For contracts without fixed terms, the Group will be able to
increase mortality risk charges in future years in line with
emerging mortality experience.

Estimate of critical iliness related morbidity is based on industry
data with margin, adjusted where appropriate to reflect the
Group’s own experience. The uncertainty is greater for mortality
due to a smaller pool of insured, shorter history of the coverage,
medical advances and change in treatment as well as wide-
ranging lifestyle changes, such as in eating, smoking and
exercise habits.

The Group reserves the right to increase the premium rates in
future years for all contracts providing such coverage during the
premium term.
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policies

(@) Distinction between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an
investment property. In making its judgement, the Group
considers whether the property generates cash flows largely
independently of the other assets held by an entity. Owner-
occupied properties generate cash flows that are attributable
not only to property but also to other assets used in the
production or supply process.

Some properties comprise a portion that is held to earn rentals
or for capital appreciation and another portion that is held to
supply services or for administrative purposes. If these portions
can be sold separately (or leased out separately under a finance
lease), the Group accounts for the portions separately. If the
portions cannot be sold separately, the property is accounted
for as investment property only if an insignificant portion is held
to supply services or for administrative purposes. Judgement
is applied in determining whether ancillary services are so
significant that a property does not qualify as investment
property. The Group considers each property separately in
making its judgement.

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories

The Group has conducted assessment of its available-for-sale
equity securities, and investments in debt securities included
in the available-for-sale (“AFS”), held-to-maturity (“HTM”)
and loans and receivables (“LNR”) categories as of the end
of the year and up to the date of the approval of the financial
statements of the Group. Assessment for any impairment, on
individual and collective basis, is made with reference to the
financial strength and credit rating of each issuer, industry
development and market conditions, and historical loss
experience of a portfolio of similar credits provided by rating
agencies. The Group has concluded that there are no objective
or specific indications that any of its AFS, HTM and LNR
securities is individually impaired as at 31 December 2013.
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policies (Continued)

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale, held-to-maturity and loans and
receivables categories (Continued)

Given the continuing uncertain conditions in global credit
markets, the Group has conducted an assessment of its debt
securities on a collective basis. Based on its judgement, the
Group identified certain information indicating a possible
decrease in the estimated future cash flows from a certain
group of debt securities, even though the decrease cannot
yet be identified with an individual debt security. The
judgement formed by the Group takes into account the
nature of the securities held and its evaluation of the impact
of market volatility, changes in credit conditions and market
developments on the recoverable amounts. Based on its
evaluation, a collective impairment allowance had been
recognised for a group of debt securities since 2011. As at
31 December 2013, the amount of such collective impairment
allowance was HK$75 million.

(c)  Held-to-maturity securities

The Group follows the guidance of HKAS 39 on classifying
non-derivative financial assets with fixed or determinable
payments and fixed maturity as held-to-maturity. This
classification requires significant judgement. In making this
judgement, the Group evaluates its intention and ability to
hold such investments to maturity. If the Group fails to keep
these investments to maturity other than for the specific
circumstances — for example, selling an insignificant amount
close to maturity - it will be required to reclassify the entire
class as available-for-sale. The investments would therefore be
measured at fair value, not amortised cost.
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(Expressed in thousands of Hong Kong dollars)

4.2 Critical judgements in applying the Group’s accounting
policies (Continued)

(d)  Assessment of claims and contingencies

Judgement is needed to determine if provision for
compensation to certain customers who had bought structured
investments distributed (but not originated or arranged) by the
Group need to be recorded in accordance with the requirements
of HKAS 37 “Provisions, Contingent Liabilities and Contingent
Assets”. In making this judgement, the Group evaluates the
information relating to each or similar cases, and the likelihood
and estimated amount of outflow of resources which may be
incurred to settle the obligation after considering factors such as

recent settlement experiences and advice from legal counsel.

Segment reporting by the Group is prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, including the Chief Executive and other
Executive Committee members, for the purposes of resource
allocation and performance assessment, is determined on the basis
of banking business and insurance business. For banking business,
operating performances are analysed by business activities for
local banking business, and on business entity basis for overseas
banking business. For insurance business, resources allocation and
performance evaluation are based on insurance business entity basis.

Considering the customer groups, products and services of local
businesses, the economic environment and regulations, the Group
splits the operating segments of the Group into the following
reportable segments:

° Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft and credit card
services, the provision of insurance sales and investment
services. Starting from 2013, hire purchase finance and leasing
related to vehicle and transport financing are included under
personal banking business. Certain comparative amounts have
been revised to conform with the current year’s presentation.
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(Expressed in thousands of Hong Kong dollars)

° Commercial banking business includes the acceptance of
deposits from and the advance of loans and working capital
finance to commercial, industrial and institutional customers,
and the provision of trade financing. Hire purchase finance and
leasing related to equipment financing are included.

° Treasury activities are mainly the provision of foreign exchange
services and centralised cash management for deposit taking
and lending, interest rate risk management, management of
investment in securities and the overall funding of the Group.

° Overseas banking businesses include personal banking,
commercial banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a
commercial bank in China.

° Insurance business includes the Group’s life assurance and
general insurance businesses. Through the Group’s wholly-
owned subsidiaries in Hong Kong and 96% owned subsidiaries
in Macau, the Group offers a variety of life and general insurance
products and services.

o Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding
operation and funding resources are allocated to segments by way
of transfer pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income
or expenses are eliminated on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions
are grouped under Others as unallocated corporate expenses.
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BZ2013F 12831 ALLEE For the year ended 31 December 2013

BARS BERT BIMRAT RBEH #iER
Personal ~ Commercial BEEE  Overseas  Insurance At Inter- &t
Banking Banking Treasury Banking Business Others segment Total
FHEMA/ (KH) Net interest income/(expenses) 1,233,273 914,331 372,738 524,456 305,973 (242,829) - 3107948
FHBMA/ (%) Non-interest income/(expenses) 444,435 239,201 286,112 120,380 66,927 (9,844) (76,539) 1,070,762
MhRBZE 2ENA Total operating
income net of
insurance claims 1,677,708 1,153,622 658,850 644,836 372,900 (252,667) (76,539) 4,178,710
BB Operating expenses (1,001,660)  (296,834)  (138,141)  (443201) (285879 (73,514) 76539 (2,202,684)
MHREERHZE Operating profit/(loss)
&/ (58) before impairment losses 586,048 856,788 520,709 201,635 187,007 (326,181) - 197602
EFREERREMEERRE Loan impairment losses
(12h)/mB and other credit provisions
(charged)/written back (140,949) (92,699) 25,000 (101,158) - - - (309,806)
?DW(EE%“ Operating profit/(loss)
k7 EERR/ (B after impairment losses 445,099 764,089 545,709 100,477 137,027 (326,181) - 1,666,220
ﬁ’%ﬂé ’ &é%%&ﬁf B Nt (loss)/gain on disposal
BEREATEABLF and fair value adjustment
(B8)/ iz of premises, investment
properties and other
fixed assets (2,167) - - 30 82,264 (1,496) - 78,631
LEFFRET (BR)/ ba Nt (loss)/gain on disposal
of investments in securities - - (127,876) - 24,681 39,690 - (63,505)
RRLERENAREZER Loss on deemed disposal of
investment in an associate - - - (56,971) - - - (56,971)
[ INGg 44 Share of results of an associate - - - 578,556 = = = 578,556
EERARZHER 225 Share of results of jointly
controlled entities - - - - - 17,311 - 17,311
BT/ (B8) Profit/loss) before taxation 442,032 764,089 417,833 622,092 243972 (270,676) - 2220242
B () /B Taxation (expenses)/credit (73,989)  (126,075) (68,942) (27,460) (22,296) 46,334 - (4
RH&ER/(B8) Profit/{loss) after taxation 368,943 638,014 348,891 594,632 21676 (224,342) - 1,947,814
HZ0135 12431 BILEE For the year ended
31 December 2013
TERBHER Depreciation and amortisation 41,266 6,467 5,047 38,062 11,720 34,168 = 136,730
R2013F12 318 At 31 December 2013
PEAE Segment assets 30,558,463  49,16979 47675728 32,018,112  15869,983 3,598,086  (6,607,654) 181,329,697
DERE Segment liabities 60442368 32,297,167 14025506 24726047 12070141 14401976 (6,607,654 160,295,571
AFemEEFRAR |
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For the year ended 31 December 2012 (Restated)

AAKS e MR [Rax% B
Personal ~ Commercial BIE%H Owerseas  Insurance Hf Inter- it
Banking Banking Treasury Banking Business Others segment Total
FHERA/ (i) Net interest income/(expenses) 1,058,562 719,304 305,964 392,840 284389 (267,49) - 2493564
FHMEMA Non-interest income 342,658 148,262 208,250 78,204 82,427 53467 (10442 842,846
MhRBZE 2ENA Total operating
income net of
insurance claims 1,401,220 867,566 514,214 471,064 366,816 (214,028) (70.442) 3,336,410
BiEXH Operating expenses (1,039,119)  (261,659)  (128918)  (31,116)  (217,787) (50,998) 70442 (1,969,105)
MHREERHZE Operating profit/(loss)
&/ (58) before impairment losses 362,101 615,907 385,206 119,948 149079 (265,026) - 1,367,305
ESREFRRAMEERR Loan impairment losses
(1R8)/ % and other credit provisions
(charged)/written back (84,382) 23,462 (61,966) (20,857) - 62 - (143,681)
ThREEER Operating profit/(loss)
£E57/ (58 after impairment losses 217,119 639,369 323,330 99,091 149,079 (264,964) - 120862
LENE - RENERAM Nt (loss)/gain on disposal
EFEEREATERE and fair value adjustment
LE(BR)/ Wi of premises, investment
properties and other
fixed assets (1,549 - - 4120 158,835 825 - 162,231
LEFFRET (BR)/ b Net (loss)/gain on disposal
of investments in securities - - (64,127) - 18,350 16,422 - (29,355)
ElRBensz$5 Share of results of an associate - - - 490,806 = = = 490,806
ElLREHESE 2 Share of results of jointly
controlled entities - - - - - 13,385 - 13,385
RitaEsl/ (58) Profit/{loss) before taxation 276,170 639,369 259,203 594,017 326,264 (234,332) - 1,860,691
B (i) /B Taxation (expenses)/credit (44.651) (105517 (42,799) (18,265) (15,088) 4718 - (17904
RikEr/ (58) Profit{loss) after taxation 231,519 533,852 216,404 575,752 311,176 (187,054) - 1,681,649
HE2012512A31ALLER For the year ended
31 December 2012
NEREHEER Depreciation and amortisation 43,652 11,907 7452 39,270 9,819 10,649 = 122,749
R2012E12 4317 At 31 December 2012
PBAE Segment assets 35,107,245 44346608 49,757,413 26,306,191 15,280,237 3515,132  (4,620452) 169,692,374
FEEE Segment liabilities 65621598 28,882,670 13101445 20,031,758 11696988 15,677,262  (4,620452) 150,391,269
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BB 90% R BN B TP Z RETIR BN E)
BPIRAPE 2 RITHB AR Rt c T2 EM
RS - BREEREN  EERE  BERE - E’é
HFRES -

”U En)#

TREHEZREBEZEN  BRDREAEE
ASNEPE PR EARTS - BEBER S REIBE
EATE MRS 2 FTE M T FEERR.

(Expressed in thousands of Hong Kong dollars)

More than 90% of the revenues from external customers were
contributed from banking subsidiaries in Hong Kong, Macau and
People’s Republic of China, with major products and services
including deposit taking, extension of credit, asset-based finance,
securities investment services offered to customers.

The following tables provide information by geographical area, which
was determined with reference to the domicile of the legal entities
within the Group with business dealing and relationship with, and

services to external customers.

B0 EE
1 85
EBRHAM Inter-
Hong Kong B segment #st
and Others Macau elimination Total
HZ2013%F For the year ended
12831 E|JJ:$J§ 31 December 2013
HBRRBRRE 2 EERA Total operating income
net of insurance claims 3,759,648 419,754 (692) 4,178,710
BRECATE R Profit before taxation 1,976,269 243,973 - 2,220,242
M2013F12A31 H At 31 December 2013
BE A§+ Total assets 166,860,137 16,839,143  (2,369,583) 181,329,697
BEAF Total liabilities 148,028,235 14,636,919 (2,369,583) 160,295,571
BVEEREE Intangible assets and goodwill 318,667 720,555 - 1,039,222
KRB ERAE Contingent liabilities and
commitments 73,081,145 1,891,180 - 74,972,325
@13 5) 18 A
G|
B R EA Inter-
Hong Kong B segment w5t
and Others Macau elimination Total
HE20124 For the year ended
12 A 31 EIJJ:@TE(WEEJ) 31 December 2012 (Restated)
HRRERE EBRA Total operating income net
of insurance claims 3,028,657 308,495 (742) 3,336,410
R A A Profit before taxation 1,723,857 136,825 9 1,860,691
R20124F 12 A31 8 (KE5) At 31 December 2012 (Restated)
%SFAﬁ Total assets 156,517,686 14,703,836  (1,529,148) 169,692,374
BEAE Total liabilities 139,197,701 12,722,716 (1,529,148) 150,391,269
BREERGE Intangible assets and goodwill 318,667 725,313 - 1,043,980
SHAE R RAE Contingent liabilities and
commitments 64,338,720 2,056,834 - 66,395,554
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(Expressed in thousands of Hong Kong dollars)

B R& PoE

2013 2012
FEWA Interest income
e MERITHER Cash and balances with banks 340,844 347,134
BEHIRE Investments in securities 960,467 939,558
FHEHERMEMERE Advances and other accounts 3,360,524 2,861,944
4,661,835 4,148,636
FEXZH Interest expense
RITER BEEXR Deposits from banks/Deposits from
customers 1,288,162 1,414,430
BEITHIFRE Certificates of deposit issued 90,181 43,706
BER{THEKES Issued debt securities 35,793 48,446
‘IEER Subordinated notes 130,958 141,109
HAtb Others 8,793 7,381
1,553,887 1,655,072
FMEWABIE Included within interest income
ETRRE 2 FBHA Interest income on listed investments 780,344 760,903
FEETIRE 2 F BHWA Interest income on unlisted investments 180,123 178,655
960,467 939,558
FARFEAEBEEH A AE Interest income on financial assets not
HEmBEE 2T BMA at fair value through profit or loss 4,367,255 3,873,512
EEEFBUA Interest income on impaired assets 1,204 3,688

MEXHBHE Included within interest expenses
RKARNFEFEBEEBABR
MNeRBEIMESH

Interest expenses on financial liabilities
not at fair value through profit or loss 1,551,854 1,487,526
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
2013 2012
BREBRASKRA Fee and commission income
FAARFEAEBEEH A Fee and commission income from
EnhemiEEREEZ financial assets and liabilities not
7% & kKA A at fair value through profit or loss
—EEEEZREERES — Credit related fees and commissions 103,855 74,661
—EZmE — Trade finance 68,237 51,203
—fEAR — Credit card 296,042 271,386
HupRH &8 R A A Other fee and commission income
—BEL LR - Securities brokerage 85,574 59,065
—ZEXEES LU EEERS - Retail investment and wealth
management services 139,821 93,246
—RITIRBEERFEE - Bank services and handling fees 51,356 44,537
—HiR%E — Other fees 116,867 97,735
861,752 691,833
REERASEH Fee and commission expense
RUAFEFZEBHEB AR Fee and commission expense from
cREENBEBEZRBERASI N financial assets and liabilities not
at fair value through profit or loss
—FEBRAS - Handling fees and commission 223,981 206,808
— B EAMREEA — Other fees paid 15,659 12,563
239,640 219,371
AEERE=FRMHETE It BEEBEREK The Group provides custody, trustee, corporate administration, and
BEBRE ZEUSTEASHEBEZEEILT investment management services to third parties. Those assets that
BEENEMBHRRA o are held in a fiduciary capacity are not included in these financial
statements.
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(Expressed in thousands of Hong Kong dollars)

P

2013 2012
AT A= A EEE R AEZED Dividend income from financial assets
TRIEECREWA at fair value through profit or loss
— FmiE - Listed investments 50,926 55,270
—FELEHEE - Unlisted investments 8,165 74
HNE B BF W A Net gain arising from dealing in
foreign currencies 221,000 222,797
BIEEBERZMNES F NS Net gain on trading securities 20,088 61,081
HEEERRNITETE 2 TG Net gain from derivatives
entered into for trading purpose 56,317 13,878
RBAFELFRABe R TR 2 FEE Net loss arising from financial
instruments subject to fair value hedge (42,651) (65,084)
EENAAFETE AEEE T ABEN Net (loss)/gain arising from financial
SRMITAZF(BE), W instruments designated at fair
value through profit or loss (298,808) 504,943
15,037 792,959
2013 2012
Bk — iRk Sk —fiRR
Life General = Life General At
Insurance Insurance Total Insurance Insurance Total
REWNEE Gross written premiums 1,757,067 623,582 2,380,649 1,624,135 568,526 2,192,661
KRN REEE) Movement in unearned premiums - (89,465) (89,465) - (142,650) (142,650)
EREZRERE Gross earned premiums 1,757,067 534,117 2,291,184 1,624,135 425,876 2,050,011
REWABE 2 HRDE Gross written premiums ceded
to reinsurers (280125  (353888) (634013  (268190)  (267,330)  (555,520)
KRR REZE 2 HRNE Reinsurers’ share of movement in
unearned premiums - 67,821 67,821 - 69,194 69,194
BRBZRELELHRNE Reinsurers’ share of gross
earned premiums (280,125) (286,067 (566,192) (268,190) (218,136) (486,326)
REWAFE Net insurance premium income 1,476,942 248,050 1,724,992 1355945 207,740 1,563,685
RESRER . BWRE Change in value of in-force
BECE long-term life assurance business (65,540) - (65,540) (16,096) - (16,096)
Bg Total 1,411,402 248,050 1,659,452 1,339,849 207,740 1,547,589

DAH SING FINANCIAL HOLDINGS LIMITED |



A5 R R I

(LABEEF o R) (Expressed in thousands of Hong Kong dollars)
2013 2012
AIEHEFEFRE 2B A Dividend income from investments
in available-for-sale securities
— W& - Listed investments 13,176 10,681
— 3 EmRE — Unlisted investments 6,805 6,673
SEYFE B WAL Gross rental income from
investment properties 22,955 23,316
HpFHESUA Other rental income 8,658 6,815
HAth Others 16,562 14,346
68,156 61,831
2013 2012
ER —RRRE sk —RiRk
Life General oF Life General =
Insurance Insurance Total Insurance Insurance Total
BRZEE - FEkER Claims, benefits and
surrenders paid 1,202,669 161,627 1,364,296 590,956 123,489 714,445
EE2EE Movement in provisions 51,403 62,957 114,360 1,428,181 78,087 1,506,268
RBRRELERHRE Gross insurance claims
BEANBECE and movement in liabilities
to policyholders 1,254,072 224,584 1,478,656 2,019,137 201,576 2,220,713
BRRE - flEkERZ Reinsurers’ share of claim,
PRIV benefits and surrenders paid (5,391) (56,878) (62,269) (15,171) (29,676) (44,847)
EEeEY HROE Reinsurers’ share of movement
in provisions (216,851) 6873 (209078  (202,269) (38548)  (240,817)
RERREELREREFFA Reinsurers’ share of insurance
BEEHHRINE claims and movement in
liabiliies to policyholders (222,242) (50,005)  (272,247)  (217,440) (68224  (285,664)
RBREERHARERFA Net insurance claims and
BEEY movement in liabilities to
policyholders 1,031,830 174,579 1,206,409 1,801,697 133,352 1,935,049
ReELY HFE Net insurance commission expenses 79,912 7,674 87,586 86,739 10,207 96,946
A3t Total 1,111,742 182,253 1,293,995 1,888,436 143,559 2,031,995
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(Expressed in thousands of Hong Kong dollars)

P e

B
Restated
2013 2012
EEFMEENZH (BIEEEEHM) Employee compensation and
(M$5E13) benefit expenses (including
directors’ remuneration) (Note 13) 1,340,481 1,190,146
TEREMEEEESH - Premises and other fixed asset
TBENE expenses, excluding depreciation
—1TEZHE® - Rental of premises 148,148 113,356
—HAh — Others 125,743 112,188
& (H5£36) Depreciation (Note 36) 131,972 117,074
BE RIEHER W Advertising and promotion costs 104,824 93,759
ENfRY ~ XA R EE Printing, stationery and postage 50,835 47,810
B EAE#HER Amortisation expenses of
(HMi5E35) intangible assets (Note 35) 4,758 5,675
% SR EN & Auditors’ remuneration 9,300 8,899
Hith Others 286,623 280,198
2,202,684 1,969,105
2013 2012
FHREMASER Salaries and other staff costs 1,236,251 1,110,890
VARG (7 2 B SR 2 88 phs 1R 8 Provision for share-based
(MI3E55) compensation charged (Note 55) 31,758 10,637
RIRE X H Pension costs
— FEHRETE - defined contribution plans 72,472 68,619
1,340,481 1,190,146
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BEaMez56AL

(i) Biest

(Expressed in thousands of Hong Kong dollars)

The emoluments of the five highest paid individuals:

(i) The aggregate emoluments

2013 2012

e FE - BEUN=m&REMER Salaries, housing, benefits
in kind and other allowances 77,825 66,100
RIk® Pensions 2,234 2,234
80,059 68,334

@iy SRESKRAATHMSERTT

(i)  The emoluments of the five highest paid individuals are within
the following bands:

A
Number of individuals
2013 2012
BITHKS
11,500,001-12,000,000 - 1
12,000,001-12,500,000 1 -
12,500,001-13,000,000 - 1
13,000,001-13,500,000 - 1
13,500,001-14,000,000 1 -
14,000,001-14,500,000 - 1
14,500,001-15,000,000 1 -
15,500,001-16,000,000 - 1
19,000,001-19,500,000 1 -
19,500,001-20,000,000 1 -
5 5)

FEskmMEMAZ ALRA - B44L(20124F -
M) REEES - HAENESHEC eREl
ez MizE14 -

RER - AEB L JWEEA S &EHBRAALTK
NS - (ERIMAINBEAREE 2 2 E BB
1-—“‘-

[i

o

il

T

bHiisusRRAALINHESEREHEEEZF
B R BRE AR B 2 FE N AR BB TEA -
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Included in the emoluments of the five highest paid individuals were
the emoluments of 4 (2012: 4) Directors. Their respective Directors’
emoluments have been included in Note 14 below.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above
included incentive bonuses accrued in respect of the services
rendered and the Group’s performance for the financial year.



P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
BEEZHMNI T The remuneration of each Director is set out below:
RBEARY
Rz ER
RETA
Incentive
2R bonuses
BiAlE accrued
Salary, in respect HWRBA &t
allowances of services ERMLH (#1)
EZHE  and benefits renderedin  Share-based Bfe Total
BEN13F 1283 ALEE Year ended 31 December 2013 Directors’ Fee in kind the year payment Pensions (Note 1)
£ Chairman
IFERE David Shou-Yeh Wong 1,000 3,960 15,000 - - 19,960
Ety £ Executive directors
EERLE Hon-Hing Wong (Derek Wong) - 8,000 3,350 - 650 12,000
ThERE Gary Pak-Ling Wang - 5,036 9,300 = 492 14,828
REELE Nicholas John Mayhew - 4,669 8,700 = 456 13,825
HTES Non-executive directors
FHERE Takashi Morimura 192 - = - - 192
S i Hidekazu Horikoshi 192 - - - - 192
ARELE John Wai-Wai Chow 21 - - - = 2
BudfES Independent non-executive directors
LEREE Robert Tsai-To Sze 618 - - - = 618
VYN it Tai-Lun Sun (Dennis Sun) 74 - - - - 74
EEdiyt Lon Dounn 600 - - - - 600
PHBEREE Seiji Nakamura 206 - = = = 206
g Yuan Shu 206 - - - - 206
EhERE Blair Chilton Pickerell 170 - - - - 170
At Total 3479 21,665 36,350 - 1,598 63,092
i Note:
1. FRERRKINARNMIBITEBAR AR RENEB o For directors who are also directors of Dah Sing Banking Group Limited
NAIZEE  ERZENBAR YN ZHME or its subsidiaries, remuneration paid by these subsidiaries are included
Sk V2GS HMEETA - in the consolidated total remuneration set out above.
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(Expressed in thousands of Hong Kong dollars)

EBEMRE
i e
RBEH
Incentive
2R bonuses
Enfla accrued
Salary, in respect WRA =
allowances of services B (&1)
2% and benefits renderedin  Share-based e Total
HE0125 12831 ALLER Year ended 31 December 2012 Directors’ Fee in kind the year payment Pensions (Note 1)
Ik Chairman
TFERE David Shou-Yeh Wong 1,000 3,960 9,500 - - 14,460
#Es Executive directors
FEREE Hon-Hing Wong (Derek Wong) - 8,000 3,300 = 650 11950
ZEETE Roderick Stuart Anderson - 1,650 - - 524 2,174
HgE Gary Pak-Ling Wang - 4,920 8,000 - 19 13,412
BEEEE Nicholas John Mayhew - 4,560 7,500 - 456 12516
FHIES Non-executive directors
FERALE Akimitsu Ashida 45 - - - - 45
THELE Takashi Morimura 180 - - - - 180
by i Hidekazu Horikoshi 7 - - - - 72
NEERLE Hidemitsu Otsuka 108 - - - - 108
BRERE John Wai-Wai Chow 250 - - - - 250
BUFinEs Independent non-executive directors
LERLE Robert Tsai-To Sz 600 - - - - 600
Ny Tai-Lun Sun (Dennis Sun) 180 - - - = 180
EE Lyt Lon Dounn 438 - - - - 438
RIERLE Seif Nakamura 105 - - - - 105
g Yuan Shu 14 - - - - 14
HRBEE Nicholas Robert Sallnow-Smith 311 - - - - 311
CEl Total 3,303 23,090 28,300 - 2122 56,815

AFEemEERFRAR |




P

(ABEET TThALFR) (Expressed in thousands of Hong Kong dollars)
2013 2012
BHRERE Loan impairment losses
EIEERREMR B RAESEFRE (2#) Net charge/(reversal) of
impairment losses on
advances and other accounts
—B5RE — Trade bills 937 1,067
—RFEEX - Advances to customers 334,188 80,523
— FEET R B R HABER B - Accrued interest and other
accounts (319) 117
334,806 81,707
BHEERKEMEBRESEFRE (EE) Net charge/(reversal) of impairment
losses on advances and
other accounts
— & RIFT A - Individually assessed 161,796 (1,496)
— R EFHE - Collectively assessed 173,010 83,203
334,806 81,707
BB Of which
— % R ERINEM - new and additional allowances
(BREREANEEMESE) (including amounts directly
written off in the year) 413,155 176,026
— B - releases (30,259) (38,954)
— (el - recoveries (48,090) (55,365)
334,806 81,707
Hib {5 ER1E Other credit provisions
PREEFRMERFIEER 2 EHIEE Net (reversal)/charge of impairment
ZREEEF (E#), 125 losses on investment in securities
included in the loans and receivables
category
— BRI R & — Individually assessed - 61,974
—ERE RS - Collectively assessed (25,000) =
(25,000) 61,974
W BR A S Net charge to income statement 309,806 143,681
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(Expressed in thousands of Hong Kong dollars)

Feg=cgd
Restated
2013 2012
TTEEM R ERE R Deficit reversed on
revaluation of premises - 499
HETEZ FE Net gain on disposal of premises - 9,204
HEHMETEEEFEE Net loss on disposal of other
fixed assets (2,703) (2,108)
(2,703) 7,595
2013 2012
WEMFE AT ERAR 2F Net gain on fair value adjustment of
investment properties 81,334 154,636
81,334 154,636
2013 2012
& A I B A F IR E Net gain on disposal of available-
for-sale securities 144,123 110,510
HERETEERRERRIE Net loss on disposal of investments
R v BHIREFEE in securities included in the loans
and receivables category (172,413) (107,284)
HEFZIBESFER G Net loss on disposal of
held-to-maturity securities (Note) (35,215) (32,581)
(63,505) (29,355)

T

M20134F 20126 2 HETHEE AR RIMERE -
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Note:

The disposals in 2013 and 2012 were made after considering risk and external

factors.



(LAEBEFThz5I7R)

NEBPE L NI EERT([EEET]) 2BRHD
i BEEIRTN2013F 11 BEEFAB TR E
H-f% 2 BIX AR B E H 20% fEZE 16.95% °

RBEBGTEAFE 28 (B E R ARENRTE
BENREEERRMBREERRTHARE
EAHHBEEATENETREGHEETRZA
A o FARER 20% —MREWR R TEREERY
87 FRIEZFZENEBIRMER -

HRAEEEERRTEEFSAREARER LA
BRNZERKRER  AEEREBRRITZESR
SRR EE AR E A RRE -

AEER2013FEEERITHA RN TR - 12
BRREETHOEERTZRERE - ZE A
MOHERDAS R BRI EEHREERTT
BRARBRTRE - BFETRO ZE8RMFAE
FRIBEREETRARBRAT 8RR EEE
CHERFEEETRMAE -

BB TSR Th 1% R E N1 & FE AR AR R F DA RR =&
16.5% (2012 F : 16.5% ) R E2EH o BIMNITES
TR F R IME T ERFUR TR A R B & 2
IR 2 RITRIERETE o

BELERBERKAABEEINERZR  HRARS
HARERBNEREERN THREATER 2
RIERBRER o

P

(Expressed in thousands of Hong Kong dollars)

The Group’s shareholding interest in Bank of Chongqging (“BOCQ”),
which is the Group’s associate, decreased from 20% to 16.95% after
BOCQ completed its initial public offering (“IPO”) of H-shares in Hong
Kong in November 2013.

In accordance with Hong Kong Accounting Standard No. 28,
“Investments in Associates”, an associate is an entity over which the
investor has significant influence, including the power to participate
in the financial and operating policy decisions, without controlling the
management of the investee. Usually a holding of less than 20% is
presumed not to have significant influence, unless such influence can
be clearly demonstrated.

The Group’s interest in BOCQ has been accounted for as an associate
using the equity method as the Group has representation in the
Board of BOCQ, and the ability to participate in the decision making
process.

The reduction in the Group’s shareholding in BOCQ in 2013 is treated
as a deemed partial disposal of investment in BOCQ. The loss arising
from the deemed partial disposal is caused mainly by the lowering
in the net asset value per share of BOCQ immediately after the
completion of the BOCQ IPO, as the net proceeds per share on the
new issue are lower than the net asset value per share immediately
before the IPO. With the partial disposal of the Group’s interest in
BOCQ having been recognised, the reduction in the Group’s share of
BOCQ net assets is accounted as a deemed disposal loss.

Hong Kong profits tax has been provided at the rate of 16.5% (2012:
16.5%) on the estimated assessable profit for the year. Taxation on
overseas profits has been calculated on the estimated assessable
profit for the year at the rates of taxation prevailing in the countries in
which the Group operates.

Deferred taxation is calculated in full on temporary differences under

the liability method at the tax rates that are expected to apply in the
year when the liability is settled or the asset is realised.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

B
Restated
2013 2012
RELHIA Current income tax:
—BBMEH - Hong Kong profits tax 212,921 137,633
—/BINEIIR - Overseas taxation 54,207 19,330
—RIBEFERR/(B5) 2 B — Under/(over)-provision in
prior years 1,303 (1,712)
EAERLIA (MisE47) : Deferred income tax (Note 47):
— AR R A A A IR — Origination and reversal
of temporary differences 3,456 24,898
— [ (FER) BIsEE — Reversal/(recognition)
of tax losses 541 (1,107)
I8 Taxation 272,428 179,042
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(CABREFThz5I7R)

AEBERBADG ) 2 HIBA RN S & QRN
FOREGFRE R HBELT ¢

AT £ =3
BA TG ERaR I &

(Expressed in thousands of Hong Kong dollars)
The tax on the Group’s profit before taxation differs from the

theoretical amount that would arise using the weighted average tax
rate applicable to profits of the consolidated companies as follows:

K&
Restated
2013 2012
R AT A Profit before taxation 2,220,242 1,860,691
12 i R A -t [ g ) Tax calculated at domestic tax
AR R E 2 FiIA rates applicable to profits in the
respective countries 366,340 307,014
MIE AR Tax effects of:
SRER 2 TRRRE Different tax treatment of results
of life insurance business (13,063) (32,264)
HBIR 2 TR =X Different taxation rates in other
countries (11,511) (4,598)
RN WA Income not subject to taxation (34,520) (12,811)
TREAAEY S H Expenses not deductible 62,526 9,040
LAR 18 EHE 2 3 2 Bk i A Results of associates and jointly
RHFRIEGIEE 2 EE controlled entities reported
net of tax (98,318) (83,192)
RNEERBELERIEEENNFEE Tax losses for which no deferred
tax asset was recognised 400 399
BERBTAREERONEERE Utilisation of previously unrecognised
tax losses (729) (2,834)
RBAEFETR,/(BEE) 2 B#iE Under/(over)-provision in prior years 1,303 (1,712)
TIE Taxation 272,428 179,042

R AR MBERERANZRREMG SN B
283,732,000/8 7T (2012 4F : % 5239,940,000%
JL) °

The profit attributable to shareholders is dealt with in the financial
statements of the Company to the extent of HK$283,732,000 (2012:
profit of HK$239,940,000).
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(CABREFThz5I7R)

n

B

(Expressed in thousands of Hong Kong dollars)

Company 2013 2012

Bk RS -Hﬁ% f%0.31 87T
7T

Rk R ERR% B :iﬂﬁ%@ 0.91%8 7T
(20124 : 0.89/87T)

Interim dividend paid of HK$0.31

(2012: HK$0.29) per ordinary share 91,923 85,993
Proposed final dividend of HK$0.91

(2012: HK$0.89) per ordinary share 269,839 263,909

361,762 349,902

el

Restated

2013 2012

(#7T) (%&7T)

(HKS) (HK$)

FREH
BN
e

& AN 2 F) Th 4% B8R 2 F1)1,498,459,000 7 T
(2012 4 : 1,301,324,000/870) R ERNE BT
B D 2 INHEF 15 $1296,526,638 A% (2012 F
294,635,053 i%) 51 & ©

& 5 & ) T 1% BR 22 F11,498,459,000% 7T
(20124 : 1,301,324,00078 ) R FNE ETE
IR S 2 INEF 19 %1296,593,700 A% (2012 4F
294,635 ossﬂx) IR A W RAREEEE R
BT AARTE -

Earnings per share
Basic 5.05 4.42
Diluted 5.05 4.42

The calculation of basic earnings per share is based on earnings
of HK$1,498,459,000 (2012: HK$1,301,324,000) and the weighted
average number of 296,526,638 (2012: 294,635,053) ordinary shares
in issue during the year.

The calculation of fully diluted earnings per share is based on earnings
of HK$1,498,459,000 (2012: HK$1,301,324,000) and the weighted
average number of 296,593,700 (2012: 294,635,053) ordinary shares
in issue during the year after adjusting for the effect of all dilutive
potential ordinary shares.

£E Group 2013 2012
RE RERITH Cash and balances with banks 3,351,498 2,373,588
BRI EHTER Money at call and short notice 5,303,322 11,312,236

AremEEFRAR |

8,654,820 13,685,824




(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

P e

8 Group 2013 2012
FEBEERBENES Trading securities:
BRES Debt securities:
—BALE™ — Listed in Hong Kong 1,211,300 548,781
—3ELET - Unlisted 5,124,488 5,368,957
6,335,788 5,917,738
RMES Equity securities:
—&HBLEm - Listed in Hong Kong 99,687 95,238
—BBINET - Listed outside Hong Kong 135,571 119,640
—FLHm REESHED - Unlisted, interests in investment
funds 6,262 6,747
241,520 221,625
HIEEBERERNESRET Total trading securities 6,577,308 6,139,363
EELATEFZEESE Financial assets designated at fair
FFABERRNEREE value through profit or loss:
BEEES Debt securities:
—&BLEm - Listed in Hong Kong 960,886 960,496
—BENUINET — Listed outside Hong Kong 2,844,485 3,230,197
—3 Lt — Unlisted 2,205,299 2,407,086
6,010,670 6,597,779
RMES Equity securities:
—&BLEm - Listed in Hong Kong 383,044 281,472
—BENUINET — Listed outside Hong Kong 1,275,248 1,000,920
—3E kT - Unlisted 957,318 827,531
2,615,610 2,109,923
EEUAFENE B HEEBH ABEM Total financial assets designated
SHEELT at fair value through profit or loss 8,626,280 8,707,702
BEEERARNEFNMEENAFEASE Total trading securities and financial
BEZHGABENEREERTE assets designated at fair value
through profit or loss 15,203,588 14,847,065

DAH SING FINANCIAL HOLDINGS LIMITED |



BRI

(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

8 Group 2013 2012
BRECEBESFNE Included within debt securities are:
—BEEREEERREF BN ES - Government bonds included
in trading securities 6,335,548 5,795,924
— BT EH — Other government bonds 329,919 882,874
—HMEKFES — Other debt securities 5,680,991 5,836,719
12,346,458 12,515,517

R2013F N 2012F12 A31H @ il EEEH
BIURNFEFENEBEFERAT EDER
BEHE -

BEERRANES IEE U AFE EARE

Bt ABRM SR EEREITHREER ST
I

£

As at 31 December 2013 and 2012, there were no certificates of
deposit held included in the above balances of trading or fair value

debt securities.

Trading securities and financial assets designated at fair value

through profit or loss are analysed by categories of issuers as follows:

Group 2013 2012
— R R J AR RERTT - Central governments and
central banks 6,665,467 6,678,798
—NEHE - Public sector entities 240 1,409
—RIT R E A & R - Banks and other financial
institutions 1,446,025 1,520,280
— 1% - Corporate entities 7,091,856 6,646,578
15,203,588 14,847,065
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P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
R2013F 12 A1 HARIBTATEGH 2B E The notional principal amounts of outstanding derivatives contracts
Re REAFEDT : and their fair values as of 31 December 2013 were as follows:
&R/
2ReH AYE
Contract/ Fair values
notional BE 8%
- Group amount Assets Liabilities
1) HEEBERBZITETA 1) Derivatives held for trading
R SMESTHETA a) Foreign exchange derivatives
RHRBEEHN Forward and future contracts 50,058,772 82,940 (140,118)
B8 A\ Ko H ONE B Currency options purchased and written 74,830,194 205,840 (203,357)
) FIETATR b) Interest rate derivatives
MEHE Interest rate futures 5,243,928 600 (10,773)
ME Interest rate swaps 11,786,523 44,518 (133,341)
BARH L= Interest rate options purchased and written 352,182 1,159 (1,780)
N) EmtiTE TR c) Equity derivatives
BARE H R E Equity options purchased and written 228,285 2,528 (2,528)
T)EERIT4ATR d) Credit derivatives
ERENRBAND Credit default swaps 780,298 20,313 (9,251)
FEEERBZITETR Total derivative assets/(liabilities) held
BE/(8f) A for trading 143,280,182 357,898 (501,148)
2) BEHRARZITETA 2) Derivatives held for hedging
B)EENL TFEEHZITETA a) Derivatives designated as fair value hedges
Gilks bl Interest rate swaps 19,947,380 387,495 (623,816)
Eikiain Currency swaps 1,379,471 = (34,079)
FEERARZITETR Total derivative assets/
BE/(BF) At (liabilities) held for hedging 21,326,851 387,495 (657,895)
ERRZITESRIA Total recognised derivative financial
BE/ (A A assets/(liabilities) 164,607,033 745,393 (1,159,043)

DAH SING FINANCIAL HOLDINGS LIMITED |



BRI

(LAEBEFThz5I7R)

R2012F 12 A1 HARBBTATEG Nz A%
KEREAFEDT :

(Expressed in thousands of Hong Kong dollars)

The notional principal amounts of outstanding derivatives contracts
and their fair values as of 31 December 2012 were as follows:

&/
2ESH AYE
Contract/ Fair values
notional BE BfE
3] Group amount Assets Liabilities
1) HEEBERBZITELR 1) Derivatives held for trading
B JMELTET R a) Foreign exchange derivatives
BHRHEEHN Forward and future contracts 65,320,773 133,628 (73,179)
B8 A\ R T SN HA Currency options purchased and written 43,336,993 71,746 (71,809)
O)FIETHETA b) Interest rate derivatives
FIEHE Interest rate futures 1,550,230 116 -
sty Interest rate swaps 10,192,212 60,127 (117,702)
YNSRI Rl Interest rate options purchased and written 1,027,028 554 (1,022)
R) EmtiTE TR c) Equity derivatives
BARUE LR 1 B Equity options purchased and written 39,874 621 (621)
T)EEMITETR d) Credit derivatives
ERENRBREN Credit default swaps 389,851 6,768 (4,001)
FEEERBZITETR Total derivative assets/(liabilities) held
BE/(AF) A4 for trading 121,856,961 273,560 (268,334)
2) BfEmAgRziTETA 2) Derivatives held for hedging
R)EENU L FEEHZHTETR a) Derivatives designated as fair value hedges
F&i= Interest rate swaps 18,685,659 397,412 (1,256,864)
Bitklah Currency swaps 1,427,468 32,337 =
FEERRAR 2T Total derivative assets/
TREE/(Bf)AH (liabilities) held for hedging 20,113,127 429,749 (1,256,864)
ERRZITASRIA Total recognised derivative financial
BE/(Af) A assets/(liabilities) 141,970,088 703,309 (1,525,198)

REMETAZATEREZEAUZEEFE
REZH(ER) W E -

F D RIBBREERGE I EW R INERAE R
RETARGEEET v SR FHAEEH (ER)
2222013412 431 HX 2012412 A31 H
BEBEBERIINBENEERRINESRE - 2700
T

AFEemEERFRAR |

The effect of bilateral netting agreements, where applicable, has been
taken into account in disclosing the fair value of derivatives.

The credit risk weighted amounts of the above off-balance sheet
exposures as at 31 December 2013 and 31 December 2012 calculated
under Basel lll and Basel Il basis respectively and, where applicable,
without taking into account the effect of bilateral netting arrangements
that the Group entered into, are as follows:



(LAEBEFThz5I7R)

P

(Expressed in thousands of Hong Kong dollars)

&£E Group 2013 2012
EREH4 Exchange rate contracts 1,173,070 966,474
MEEHL Interest rate contracts 223,453 199,840
Hi&54 Other contracts 31,007 12,319

1,427,530 1,178,633

HETEZANBREERERBEHRNRS
B I IRKRERBEER -

EERBRINERBN2EFELEREL Z(R
TEERN)RAMABEZEER  FEABZH
BARTRXZHFRERESORHFERE -

HmERERRIENARWE2.95KE

ANEERA R R BR R 2 QT E R
BIETEER R EYRIBERNZFHIRE - AT
EEBBELFREEITABZHBHBREFEEAR -
¥00 T A 7 Ik %5 74 466,453,000 7T (2012 4 -
/18 /581,425,000 7T ) o ¥ IE B B ¥R E
% 7 518 /509,104,000 7 7T (2012 4F : U5 A&
16,341,000/ 7T) © ILFHEE 25 RHE8 2
[BAFES BRI A 2 F ke HiE )
pq °

The contract amounts of these instruments indicate the volume of
transactions outstanding as at the end of the reporting period. They
do not represent the amounts at risk.

The credit risk weighted amounts are the amounts that have been
calculated with reference to the Banking (Capital) Rules issued by the
HKMA. The amounts calculated are dependent upon the status of the
counterparty and the maturity characteristics of each type of contract.

The hedging practices and accounting treatment are disclosed in Note
2.9.

The Group hedges a portion of its existing interest rate risk in
investments in securities included in the loans and receivables
category, available-for-sale debt securities and issued liabilities by
fair value hedges in the form of interest rate swap. The gains on
the hedging instruments were HK$466,453,000 (2012: losses of
HK$81,425,000). The losses on the hedged item attributable to the
hedged risk were HK$509,104,000 (2012: gains of HK$16,341,000).
The net impact is disclosed in “Net gain/loss arising from financial
instruments subject to fair value hedge” in Note 8.
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(CABREFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

%8 Group 2013 2012
BAAERRBR Loans and advances to individuals
—ERAR — Credit cards 4,162,473 4,425,525
—RIBER - Mortgages 27,122,139 23,749,843
— Efth - Others 6,674,529 5,422,866
EERNBR Loans and advances to corporate entities
—BHER — Term loans 27,590,155 24,257,026
—RIBER - Mortgages 13,139,615 11,866,854
—Eo5mE — Trade finance 6,911,081 5,360,541
— Efth - Others 12,377,528 11,090,926
EEERERE Gross advances to customers 97,977,520 86,173,581
BH5ER Trade bills 5,925,648 4,329,872
Hh &2 (FI3E39) Other assets (Note 39) 5,737,876 5,362,782
109,641,044 95,866,235
OBk« REZEE Less: impairment allowances
— &R F A - Individually assessed (244,294) (90,726)
— R A - Collectively assessed (201,212) (170,578)
(445,506) (261,304)
BIEEER M EWGRELER Investments in securities included
BHE (E28) in the loans and receivables
category (Note 28) 1,062,631 3,243,988
ZEERNEMRE Advances and other accounts 110,258,169 98,848,919
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(LABEEF o R) (Expressed in thousands of Hong Kong dollars)
(R ZEFEFRRBFIRESEE 2 HEE (@) Reconciliation of allowance account for losses on loans
HBRBEHIRX and advances to customers and trade bills

BB 2E 4 — 18 B YA
Impairment allowances
- Individual assessment

RBEX Hith &%

%8 Group Mortgages Others Total
BAERRBRBEEEZEE Movement in impairment allowances on loans

and advances to individuals
2012F 1 A1 HE %R Balance at 1 January 2012 392 617 1,009
RIERSE (%) /128 Impairment losses (reversed)/charged (779) 246 (533)
R ERERM LT Loans written off as uncollectible - (223) (223)
WREIE R EFME 2 ER Recoveries of advances written off in previous years 644 515 1,159
2012% 12 A31 H At 31 December 2012 257 1,155 1,412
201341 A1 HE &%k Balance at 1 January 2013 257 1,155 1,412
WERE (B) TRk Impairment losses (reversed)/charged (819) 563 (256)
REEBERMEE Loans written off as uncollectible = (759) (753)
WEIE AT FMEER Recoveries of advances written off in

previous years 780 709 1,489
201312831 H At 31 December 2013 218 1,674 1,892

REEE - RETME
Impairment allowances
- Collective assessment
BERF REBEX Hith &%

&8 Group Credit cards Mortgages Others Total
BAERRBRBEEEZEE Movement in impairment allowances

on loans and advances to individuals
201241 A 1 BtvA&H Balance at 1 January 2012 24,309 5,220 30,899 60,428
WERERE(E#) Impairment losses charged/(reversed) 52,232 (495) 66,962 118,699
RELERE M HE Loans written off as uncollectible (61,983) - (77,577) (139,560)
KRB R EFMEZER Recoveries of advances written off

in previous years 12,471 = 20,575 33,046
BE 5 I ELAh R Exchange and other adjustments - - 4 4
2012412 431 H At 31 December 2012 27,029 4,725 40,863 72,617
2013F 1 A1 HK %R Balance at 1 January 2013 27,029 4,725 40,863 72,617
B ERE Impairment losses charged 50,812 1,944 91,923 144,679
ReBERERIMHE Loans written off as uncollectible (64,926) - (106,391) (171,317)
WEIBREFME 2 EX Recoveries of advances written off

in previous years 351123 - 16,804 29,927
B 5 R H A% Exchange and other adjustments - 7 5 12
2013%12H31H At 31 December 2013 26,038 6,676 43,204 75,918

DAH SING FINANCIAL HOLDINGS LIMITED |



BRI

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

Reconciliation of allowance account for losses on loans

() EFERKBRREZRBEZBRE (@)

BIRB HEREX @ and advances to customers and trade bills (Continued)
AEER - ERIEG
Impairment allowances - Individual assessment
BHER E5RE
Term BRER Trade Hth fi
&8 Group loans Mortgages finance Others Total
TEEFR B Movement in impairment
AEERZED allowances on loans and
advances to corporate entities
2012F1 A1 BEEH Balance at 1 January 2012 17,406 302 14,913 156,590 189,211
HESERE/ (28) Impairment losses
charged/(reversed) 1,958 987 1,939 (5,785) (901)
AR ERE T HE Loans written off as uncollectible (14,275) - (2,004) (104,217) (120,496)
KEEREFHE 2 ER Recoveries of advances written
off in previous years 3,065 - 956 17,135 21,156
AR Exchange adjustments 46 - - 298 344
20124128318 At 31 December 2012 8,200 1,289 15,804 64,021 89,314
20131 A1 BfEH Balance at 1 January 2013 8,200 1,289 15,804 64,021 89,314
REEERE/ (D) Impairment losses
charged/[reversed) 83,064 (321) 103,629 (24,320) 162,052
RELERETMER Loans written off as uncollectible - - (7,175) (18,783) (25,958)
KEEREFHIEZER Recoveries of advances written
off in previous years 2,725 322 1,503 12,116 16,666
EHRE Exchange adjustments - - - 328 328
201312318 At 31 December 2013 93,989 1,290 113,761 33,362 242,402
HEER-FETMH
Impairment allowances - Collective assessment
BHEX E5RE
Term BBEX Trade Heh fi
&8 Group loans Mortgages finance Others Total
TEEFRBH Movement in impairment
AEEREZED allowances on loans and
advances to corporate entities
20121 A1 BMEH Balance at 1 January 2012 20,750 8,730 19,455 84,172 133,107
BEFERE/ (2%) Impairment losses charged/
(reversed) 6,870 (2,624) 1,965 (41,886) (35,675)
AEEEETHEE Loans written off as uncollectible = = = (281) (281)
KEEREFHIE 2 ER Recoveries of advances written
off in previous years - - - 4 4
& FE Exchange and other adjustments 9 3 - 69 168
2012128318 At 31 December 2012 27,716 6,109 21,420 42,078 97,328
20131 A1 HAVER Balance at 1 January 2013 27,716 6,109 21,420 42,078 97,323
B BIRE Impairment losses charged 3,121 2,238 6,873 16,418 28,650
ReEBEEFTHES Loans written off as uncollectible - - - (2,086) (2,086)
KEEREFHIE 2 ER Recoveries of advances written
off in previous years - - - 8 8
5 R A Exchange and other adjustments 604 - 23 453 1,080
201312 831R At 31 December 2013 31,441 8,347 28,316 56,871 124,975

AFEemEERFRAR |




(LAEBEFThz5I7R)

(2) BetFEREMARE 2 BIRERIRE

P

(Expressed in thousands of Hong Kong dollars)

(b) Reconciliation of allowance account for losses on

HER accrued interest and other accounts

HEEE - AEEE -

A 8Bl R

Impairment Impairment

allowances - allowances -

Collective Individual

assessment  assessment

EFFER EFRER

HttfR B HiniRH

Accrued Accrued

interest interest

and other and other

55 Group accounts accounts
FEStRIS R EMERE Movement in impairment

AEEE228 allowances on accrued interest
and other accounts

201241 A1 HE&ES Balance at 1 January 2012 459 639

REEERE(25) Impairment losses charged/(reversed) 179 (62)

LB R ERER M SRR Amounts written off as uncollectible - (577)

2012412 A31H At 31 December 2012 638 -

201351 A1 B Balance at 1 January 2013 638 -

B R E Impairment losses reversed (319) -

2013F12A31H At 31 December 2013 319 -
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BRI

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
(R) BREEEFERRB I EHEE (¢) Loans and advances to customers include finance
BRI - lease receivables as follows:
£8 Group 2013 2012
KRETERENE 2 RIAREEE Gross investment in finance
lease receivable:
1F AR Not later than 1 year 2,512,655 2,295,716
1FAEESF Later than 1 year and not later
than 5 years 3,799,857 3,402,918
5FLAE Later than 5 years 3,320,741 3,282,471

9,633,253 8,981,105

BEME 2 KRB g E WA Unearned future finance income
on finance leases (1,271,252) (1,244,734)
BEHEREFHE Net investment in finance leases 8,362,001 7,736,371
BEREREFH2OMWT ¢ The net investment in finance
leases is analysed as follows:
1FA Not later than 1 year 2,218,486 2,007,751
1FUEESF Later than 1 year and not later
than 5 years 3,376,449 2,995,360
5F M F Later than 5 years 2,767,066 2,733,260

8,362,001 7,736,371

M2013F 12 A31 H » LilWmEHRERERE There is no unguaranteed residual value included in the gross
RNP2 B EERFIEREE (20124F « &) - investment in finance lease above as at 31 December 2013 (2012: Nil).
M2013F 12 A31 H ' AEEZEFREBEEHGE The allowance for uncollectible finance lease receivables included
FEAARE 2 BB S EBRRIEE B EFH ST R in the impairment allowances as at 31 December 2013 of the Group
33,731,00055 7t (2012 4 : 24,585,000 ) ° amounted to HK$33,731,000 (2012: HK$24,585,000).
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(LAEBEFThz5I7R)

P

(Expressed in thousands of Hong Kong dollars)

£E Group 2013 2012
AP ERRENH B EHFRE Investments in securities reclassified
from the available-for-sale category
—RE R E R R T AT EHER — At fair value under fair value hedge
(for hedging interest rate risk) 548,651 2,227,771
— BN T R - At amortised cost 588,939 1,117,929
1,137,590 3,345,700
Bk : REZEE Less: impairment allowances
— BRI & — Individually assessed = (58,251)
—RERHE - Collectively assessed (75,000) (100,000)
(75,0000 (158,251
1,062,590 3,187,449
R RSB AR Investments in securities classified
MW IR 2 BHEE (F) as loans and receivables upon initial
recognition (Note) 41 56,539
1,062,631 3,243,988

B

RYEERE D B AERREWRIE 2 BHRETER
FFE@E - 12013F12 A31 HX 20124128318 »
ZERECBEBBE1F -

Note:

The investments in securities classified as loans and receivables upon initial

recognition were overdue at the time of recognition. As at 31 December 2013

and 2012, these investments were overdue for more than one year.
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BRI

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
BETERMEWFIELER 2 FHIEE ST Investments in securities included in the loans and receivables
N category are analysed as follows.
£ Group 2013 2012
BBES Debt securities:
—BBINET — Listed outside Hong Kong 1,137,590 3,102,803
— 3 - Unlisted 41 299,436
1,137,631 3,402,239
R : REZEE Less: impairment allowances
— &R F Ak - Individually assessed - (58,251)
— kR E R - Collectively assessed (75,000) (100,000)
(75,0000  (158,251)
1,062,631 3,243,988
ETREHFTE Market value of listed securities 1,020,565 2,770,374
R2013F 2012612 H31H + LillEREHE As at 31 December 2013 and 2012, there were no certificates of
BEAAT BEBIERF AT o deposit held included in the above balances of investments in debt
securities.
BIREEER M EWIELER Investments in securities included
ZEFEEREITREER ST ¢ in the loans and receivables

category are analysed by
categories of issuers as follows:

—R1T R H A2 BhitE - Banks and other financial
institutions 668,806 2,282,015
— b — Corporate entities 468,825 1,120,224

1,137,631 3,402,239
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(LAEBEFThz5I7R)

() BREERRERRERRN ZRZSR
BEeERERREBRE

P

(Expressed in thousands of Hong Kong dollars)

(@) Reconciliation of allowance account for losses on
investments in securities included in the loans and
receivables category

AEES
Impairment allowances
18 5l 714 ARG
Individually Collectively

assessed assessed
20121 A1 BH&RR Balance at 1 January 2012 - 100,000
AR ERE Impairment losses charged 58,251 -
201212 A31H At 31 December 2012 58,251 100,000
201341 A1 BHW &R Balance at 1 January 2013 58,251 100,000
B & 18 [B] 4 Impairment losses released - (25,000)
A Allowance written off (57,170) —
bE SR Exchange adjustments (1,081) -
20134 12H31 H At 31 December 2013 - 75,000
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BRI

(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)

£ Group 2013 2012

BRES Debt securities:
—&BEm - Listed in Hong Kong 12,114,443 8,960,807
—BBLINET - Listed outside Hong Kong 13,067,076 11,631,680
—3ELET - Unlisted 1,711,066 1,068,197

26,892,585 21,660,684

SRS Equity securities:
—&BEm - Listed in Hong Kong 196,174 258,174
—BBLINET - Listed outside Hong Kong 79,935 135,502
—3E LT — Unlisted 270,705 308,194
546,814 701,870
A EE AR Total available-for-sale securities 27,439,399 22,362,554
MR2013F & 2012F 12 A31H ' LilEBHEHFK As at 31 December 2013 and 2012, there were no certificates of
BEBAVEBIEFETRE ° deposit held included in the above balances of investments in debt
securities.
A EES Available-for-sale securities are
BT DT - analysed by categories of issuers
as follows:
— FR SRR I R R R AT - Central governments and central
banks 3,181,651 2,867,068
— N — Public sector entities 205,067 294,279
— RIT SR EAth & B AR - Banks and other financial
institutions 6,585,507 6,184,662
— 1 — Corporate entities 17,464,646 13,015,017
—Hfh - Others 2,528 1,528

27,439,399 22,362,554
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(LAEBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

P

&£E Group 2013 2012
BSHES Debt securities
—&BEm - Listed in Hong Kong 731,541 711,921
—BBLINET - Listed outside Hong Kong 2,799,824 4,797,430
—JEEmM — Unlisted 2,312,540 1,765,399
5,843,905 7,274,750
hEScTE Market value of listed securities 3,602,160 5,536,303
BREBKES Included within debt securities are:
—RBNERE - Certificates of deposit held 1,106,272 399,701
— HihERE 5 - Other debt securities 4,737,633 6,875,049
5,843,905 7,274,750
R E D HB SR TIRE LR Held-to-maturity securities are
DT ¢ analysed by issuer as follows:
— R R RIRTT - Central governments and 935,473 910,343
central banks
—NEHE — Public sector entities 222,142 222,527
—iRTT R EH A& B lE - Banks and other financial 3,196,869 3,953,927
institutions
— 1 — Corporate entities 1,489,421 2,187,953
5,843,905 7,274,750
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ISR

(CABREFThz5I7R)

2012612 A20H + A& Bt E 3 &k E K
HIEEREF O EETHEHRAIHLEEHE
AlzeMEE - ZZeRMEEREFH»HERZ
NFEREHEED B £1,829,247,000 % 7T &
1,774,626,000/ 87T - EFT D BEREEZATFE
I %5 54,621,000 70 B FIEE M 2 E Mz o
20134 AEBWEAER K EBGKRIERE RIS
MOBEMFGEIERAAHEEER /A
E_ o

B A7 2008 4F & 2009 F Al L E KB RIEHT 5
HEERRERFIELER MM 2013412 A31 H
MABBEZeREE  WEEFTHBEZEMEE
M2013F 12 A31B A FELREEBES A
1,020,565,000/%8 7T (20124F : 926,042,00055 7T )
%.1,137,590,0007% 7t (2012 4F : 1,144,153,000
BT e

HEBAEZFEALEEN D BN LSMEER
At EERNEER R EKIELER - BlfEEsS
BRA 2 EGEB RS2 N116,819,0007% (2012
4 12401217,782,000/87T) °

(Expressed in thousands of Hong Kong dollars)

On 20 December 2012, the Group reclassified certain financial assets
that qualified for recognition as available-for-sale out of the loans
and receivables category. The fair value and carrying value of these
financial assets at the date of reclassification were HK$1,829,247,000
and HK$1,774,626,000. The fair value gain of HK$54,621,000
generated upon the reclassification has been taken to other
comprehensive income. During 2013, the Group did not reclassify any
financial assets that qualified for recognition as available-for-sale out
of the loans and receivables category.

For the financial assets reclassified from the available-for-sale
category into the loans and receivables category in 2008 and 2009
that remained outstanding as at 31 December 2013, the fair value
and carrying value of these reclassified financial assets as at 31
December 2013 were HK$1,020,565,000 (2012: HK$926,042,000) and
HK$1,137,590,000 (2012: HK$1,144,153,000) respectively.

If reclassification of the above financial assets from the available-for-
sale category into the loans and receivables category in prior years
had not taken place, the revaluation deficit in equity would have been
HK$116,819,000 higher (2012: HK$217,782,000 higher).

£E Group 2013 2012
EIHEEFE Share of net assets 2,960,370 2,092,408
EES Goodwill 344,623 344,623
=E Total 3,304,993 2,437,031
£E Group 2013 2012
1A1H At 1 January 2,437,031 1,961,365
BHIME A Additional investment 330,000 -
FEEBRTIE A Share of results, net of tax 578,556 490,806
(R BIRIRE B Share of investment revaluation

reserves, net of tax (20,399) (7,000)
RELE 2 BB Loss on deemed disposal (56,971) =
B S Dividend received (35,624) (24,540)
EHZE=R Exchange differences 72,400 16,400
12 A31H At 31 December 3,304,993 2,437,031

AFremEEFRAR |
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M2013F R 2012F 12 A1 HZBE AR EE

(Expressed in thousands of Hong Kong dollars)

P e

The following is the key information relating to the associate as at 31

AR December 2013 and 2012:
FEf R & E i B FEXEK FribEE B D

B8 Place of incorporation Principal Percentage of interest
Name and operation activities in ownership

2013 2012
BEIRIT R AR HEAE #]R1T
Bank of Chongging People’s Republic of China Banking 16.95% 20.00%
£E Group 2013 2012
JE ETRRE - R Unlisted shares, at cost 20,000 20,000
FEIE B Share of post-acquisition reserves 39,657 34,246

59,657 54,246

R2013F K 20124F 12 A 31 HRY L EEH Z 82 a0

The following are the jointly controlled entities as at 31 December

I 2013 and 2012:
LSRR ZEDL
FTEEBRQE B Percentage of
728 T i 1th 26 Principal activities and effective interest
Name Place of incorporation place of operation in ownership
IREGF AR AR A7) BB RERZR - & 13.333%
Bank Consortium Hong Kong Investment holding,
Holding Limited Hong Kong
REMEEER AR BB BECEK 'R 13.333%
Bank Consortium Hong Kong Mandatory provident fund
Trust Company Limited business, Hong Kong
RS RABR AR B BESEYR BB 13.333%
BCT Financial Limited Hong Kong Mandatory provident

fund business, Hong Kong

DAH SING FINANCIAL HOLDINGS LIMITED |
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AEBERBERER AR 2 EEmMBARA
FIRTTRA - MRBEETAERIALRBEEHA
RARTRZERER AR 22 EMBRF] °

(Expressed in thousands of Hong Kong dollars)

The Group’s interest in Bank Consortium Holding Limited is held by

DSB, a subsidiary of the Company. Bank Consortium Trust Company

Limited and BCT Financial Limited are the wholly owned subsidiaries

of Bank Consortium Holding Limited.

AT Company 2013 2012
& KA Investments at cost:

BB LMD Shares listed in Hong Kong 3,669,197 3,669,197

FEETIRG Unlisted shares 478,833 468,833

4,148,030 4,138,030

G THE Market value of listed shares 12,713,560 7,868,966

U FENTB AR RAL REER - 2EK

REFEH -

AFEemEERFRAR |

The amounts due from/to subsidiaries are unsecured, interest free and

repayable on demand.



P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

R2013F 12 A31H ' ARRIZHWB AR :

The following is a list of the Company’s subsidiaries as at 31

December 2013:

RGBS BERTEBRRE

T Percentage of shares held Particulars of

INCEL TEEHK Place of i 3 issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
ABRTREERAF REER BB

Dah Sing Banking Group Limited* Investment holding Hong Kong 74.6% - HK$1,251,371,105
R REBRAF RERR 0

Dah Sing Company Limited Investment holding Hong Kong 100% - HK$1,000,000
AHTRER (1976) BR AR —RiRR B

Dah Sing Insurance Company (1976) Limited General insurance Hong Kong 100% - HK$196,000,000
BEZ BRE

Dah Sing Holdings Limited Inactive Bermuda 100% - US$100,000
ARBRREERAF] iR &

Dah Sing Insurance Agency Limited Insurance agency Hong Kong 100% - HK$500,000
AR AR IR BB

Dah Sing Insurance Services Limited Insurance services Hong Kong 100% - HK$10,000,000
REER BRE

Dah Sing International Limited Investment holding Bermuda 100% - US$100,000
AITASRBERAF AERR BRE

Dah Sing Life Assurance Company Limited Life assurance Bermuda 100% - US$25,000,000
mEZ ERRIEE

Dah Sing Medical Science Investment Incorporated  Inactive British Virgin Islands 100% - US$50,000
BEZ BB

Dah Sing Secretarial Services Limited Inactive Hong Kong 100% - HK$2
BEX &

DSE Investment Services Limited Inactive Hong Kong 100% - HK$1,000,000

(Note () (£ (F))

BEX BES

Filey Investment Corporation Inactive Panama 100% - US$2
NERE HRRIHE

High Standard Investment Ltd. Property investment British Virgin Islands 100% = Us$2
MKEREBRAT BEZ BB

Newinner Investments Limited Inactive Hong Kong 100% = HK$2

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BERTEERRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
RHRBERAA EEZ BRE

Dah Sing Insurance Company Limited Inactive Bermuda 100% - HK$51,000,000
BEX &b

WOF Escrow Limited Inactive Hong Kong 100% - HK$25,000,000
EEBRRF REER B

World Prosper Limited Investment holding Hong Kong 100% = HK$1
REEM RERAHS

Upway Wealth International Limited Investment holding British Virgin Islands 100% = US$1
BEX BB

DSFH Limited Inactive Hong Kong - 100% HK$2
REER RERAMS

DSGI (1) Limited Investment holding British Virgin Islands = 100% USS$1
REEM RERAHS

DSLI (BVI) (1) Limited Investment holding British Virgin Islands - 100% US$1
RERR A

DSLI (2) Limited Investment holding British Virgin Islands - 100% US$1
REER RERAHS

DSMI Group Limited Investment holding British Virgin Islands = 100% US$1
EBEXBRAA EEZ BB

Luen Fung Investment Company, Limited Inactive Hong Kong - 100% HK$303,000
BFRRERLE RREK il

Macau Insurance Company Limited General insurance Macau - 96% MOP120,000,000
BAASREERAR ABRR BP9

Macau Life Insurance Company Limited Life Insurance Macau = 96% MOP92,000,000
RHRITERAF Eiidhi B

Dah Sing Bank, Limited Banking Hong Kong = 74.6% HK$5,000,000,000
RERAT (P E) BRAR S EIN I

Dah Sing Bank (China) Limited Banking People’s Republic - 74.6% RMB1,000,000,000
of China
L8 (1931) BIRAA NERE BB

MEVAS (1931) Limited Property investment Hong Kong - 74.6% HK$400,000,000

AFEemEERFRAR |
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P

(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BERTEERRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
RPBERTROERAF ;AT il

Banco Comercial de Macau, S.A. Banking Macau - 74.6% MOP225,000,000
BEX A

Channel Winner Limited Inactive British Virgin Islands - 74.6% US$1
RAERAGRBRAA nERE 0

Dah Sing Computer Systems Limited Property investment Hong Kong - 74.6% HK$20
RHGBERRA EEZ BB

Dah Sing Finance Limited Inactive Hong Kong - 74.6% HK$25,000,000
AERBERERAR R BB

Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 74.6% HK$200,000
BE RERAHS

Dah Sing MTN Financing Limited Financing British Virgin Islands = 74.6% US$1
AH TR RIEBARE BB

Dah Sing Nominees Limited Nominee services Hong Kong - 74.6% HK$100,000
RERR BB

Dah Sing Properties Limited Investment holding Hong Kong - 74.6% HK$9,998
BE RERAHS

Dah Sing SAR Financing Limited Financing British Virgin Islands = 74.6% US$1
REEM BB

DSB BCM (1) Limited Investment holding Hong Kong = 74.6% HK$1
REER BB

DSB BCM (2) Limited Investment holding Hong Kong - 74.6% HK$1
BER RERAHS

DSLI (1) Limited Inactive British Virgin Islands = 74.6% USS$1
RHEHBRAF EHEE B

Dah Sing Securities Limited Securities dealing Hong Kong = 74.6% HK$10,000,000
BEZ BB

MEVAS Nominees Limited Inactive Hong Kong - 74.6% HK$50,000
RRENH (BE)ERLA mez B

Pacific Finance (Hong Kong) Limited Inactive Hong Kong = 74.6% HK$450,000,000
ZEMBERAT & B

OK Finance Limited Money Lending Hong Kong - 74.6% HK$1,000

DAH SING FINANCIAL HOLDINGS LIMITED |
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(Expressed in thousands of Hong Kong dollars)

FrERGBE 2 BERTEERRE

i 2 Percentage of shares held Particulars of

INCEL TEER Place of B B issued ordinary

Name of company Principal activity incorporation Directly Indirectly share capital
EEZ RERAHS

Cycle Chance Limited Inactive British Virgin Islands 100% - US$2
NERE LA

Dragon Tiger Limited Property investment British Virgin Islands - 74.6% US$2
NERE RERAMS

Estoril Court Limited Property investment British Virgin Islands = 74.6% Uss$2
MERE RERAME

Grandmart Investments Limited Property investment British Virgin Islands - 74.6% US$2
ZEBRAF NERE LA

River Long Limited Property investment British Virgin Islands - 74.6% US$2
MNBEEERAR NERE B

Modern World Holdings Limited Property investment Hong Kong = 74.6% HK$1
MNBRBERAT MERE BB

Modern Bright Hong Kong Limited Property investment Hong Kong - 74.6% HK$1
BEZ LA

Shinning Bloom Investments Limited Inactive British Virgin Islands - 74.6% US$1
NERE RERAMS

Skill Sino Limited Property investment British Virgin Islands - 74.6% US$2
REBRAF MERE RERUMS

Solar China Limited Property investment British Virgin Islands - 74.6% US$2
NERE LA

Superb Future Limited Property investment British Virgin Islands - 74.6% US$2
REER RERAHS

South Development Limited Investment holding British Virgin Islands = 74.6% US$1
MERE RERAHS

Talent Union Holding Limited Property investment British Virgin Islands - 74.6% US$2
HEREBRAR NERE BB

Vanishing Border Investment Services Limited Property investment Hong Kong - 74.6% HK$20
NERE RERAHS

Well Idea Enterprises Limited Property investment British Virgin Islands = 74.6% US$1
MERE RERUMS

Wise Measure Limited Property investment British Virgin Islands - 74.6% US$1
BEZ REES

D.A.H. Hambros (Channel Islands) Limited Inactive Guernsey - 56.3% US$15,000
REER BEE

D.A.H. Holdings Limited Investment holding Bermuda = 56.3% US$1,000,000

* EEEBARZMARAR LT

AFEemEERFRAR |
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BRAFTIRTT (R E) BRAR - SRPIRZERITAD
BFRAF] * D. A. H. Hambros (Channel Islands)
Limited (DAHCI)) - RFIRERBR A 7 KR
ASREBR AR R L5 BAEEE AN
SHATINN B AR ERBLE -

BRAFRITEBERARRAFBITERAEE
RBER ARSI LiPABERARHARMAREK
TR EE LASMD TR A - B R B R
FXALZ AW AR A FALL o

KFTERIT (FRE) AR A RN 2008 F 7 A B A
HEEMARS - R EREARLMBE Z AR EM
AIBRAR] (BReE  BARMZLER
&) -

e

(F) DSE Investment Services Limited 2577 X AL
AN INEEITHA(E 7008 TTRIE AR ©

P

(Expressed in thousands of Hong Kong dollars)

Except for Dah Sing Bank (China) Limited, Banco Comercial de
Macau, S.A., D.A.H. Hambros (Channel Islands) Limited (“DAHCI”),
Macau Insurance Company Limited, Macau Life Insurance Company
Limited, and companies incorporated outside Hong Kong specified
above, all other companies operate in Hong Kong.

Except for Dah Sing Banking Group Limited and Dah Sing Bank,
Limited which are public limited companies, all the above companies
are private companies or, if incorporated outside Hong Kong, have
substantially the same characteristics as a Hong Kong incorporated
private company.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of
the People’s Republic of China.

Note:

(a) In addition to the ordinary shares issued by DSE Investment Services
Limited, it also has preference shares in issue totalling HK$700.
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(Expressed in thousands of Hong Kong dollars)

BAVER EFEF
&8 BREE BV EE
BREE Core  Customer
HE Contract deposit  relationship ik £%
] Group Goodwill intangibles intangibles intangibles  Trade name Total
A Cost
201351A18% At 1 January 2013 and
2013%12A318 31 December 2013 950,992 26,499 80,583 69,256 80,927 1,208,257
2RERE/ 4 Accumulated impairment/
amortisation
20131818 At 1 January 2013 - 26,499 80,583 57,195 - 164,277
FR% (i 12) Charge for the year (Note 12) - - - 4,758 - 4,758
2013F12A318 At 31 December 2013 - 26,499 80,583 61,953 - 169,035
REE Carrying value
2013128318 At 31 December 2013 950,992 - - 7,303 80,927 1,039,222
BLER EPHE
at) BlEE B EE
mlAE Core Customer
mE Contract deposit  relationship ik A
£H Group Goodwill intangibles intangibles intangibles  Trade name Total
AR Cost
2012F1 18R At 1 January 2012 and
2012F12A318 31 December 2012 950,992 26,499 80,583 69,256 80,927 1,208,257
SV 6 Accumulated impairment/
amortisation
2012%5181H At 1 January 2012 - 26,499 80,583 51,520 - 158,602
FRTH (fE12) Charge for the year (Note 12) - = - 5,675 - 5,675
2012128318 At 31 December 2012 - 26,499 80,583 57,195 - 164,277
REE Carrying value
20125128318 At 31 December 2012 950,992 - - 12,061 80,927 1,043,980

EEABRZEBVEERREALN  BROEREE
FPRARENEERARBEBEZENF5E12
FZURFHEE - BREARERNRYEESF
BB R OB B B 1B M AR AR RIE R E RS
= o

AFEemEERFRAR |

Intangible assets of finite life include contract intangibles, core
deposit intangibles and customer relationship intangibles, and are
amortised over their useful life ranging from 5 to 12 years using a
diminishing balance method. Trade name is carried as an asset of
indefinite life and is tested annually for impairment losses. It is carried
at cost less accumulated impairment loss.
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g

HESRERENBERRERE —BOEKS
BERAZHSELBN ((ReELEM]) - &
EOEMEZIIA0T -

Il

P

(Expressed in thousands of Hong Kong dollars)

Goodwill is allocated to the Group’s cash-generating units (“CGU”)
identified according to business segments in line with the internal
management reporting structure. A summary of goodwill allocation is
presented below.

2012 12A31HRE
2013%12H31 H
At 31 December 2012 and 31 December 2013

BRBIT B A SB1T BIMRIT
Commercial Personal Overseas R B &5t
£8 Group Banking Banking Banking Insurance Total
B Hong Kong 196,478 122,189 - - 318,667
R Macau - - 493,023 139,302 632,325
196,478 122,189 493,023 139,302 950,992

HEATFERENR  HERBHAEZFEHE
EMETEZ2HRCELEMADIKSE - ZaTHE
FAERE=EEEEABMES - A58 2T AR
en KEFBAGFERXANEEFIER
K% MBI ESFUNBRENXE - Z5F T EdHm
BEBABENHUBBRRCELESBM 2 EBKR
%A TER B A RO B AEIE I 2 BT A bl
FrEAZ R EDNEERNAEBEERITEES
REEEBMNZEEEBIR 2 &N INET
HE - RITEKBRSELBU /7 HREAR10.1%
(20124 : 9.7%) - MRBREBRESEELELZ
838 % 59.6% (20124F  9.6%) °

BREFETIREARDEA2REAREBER
S HAEMERE (RITEBR3% - RRER
R2%) KA BAET &I 2 TR - BARIE 15
RE2% HERIESFLARENE - PTEAZAEIR X
THEERAEE R HIRITEE 2 EARNKA T
VY ZUMBRIRETZEBRR TN F9.6%
£10.1% 2 A °

EFEEYEEREERER ZRERE (2012
FE)-

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on
value in use calculation. The calculations use cash flow projections
prepared by the Senior Management based on a 5-year business plan,
taking into account projected annual growth rate, and in perpetuity
with 2% constant growth rate after the fifth year. The 5-year business
plan was developed by the Senior Management based on their
evaluation of the businesses of the relevant CGU and the conditions
in which such businesses will operate over the projected period. The
discount rate used is based on the Group’s and its Banking Group’s
weighted average cost of capital depending on type of businesses
carried out by CGU, which are 10.1% (2012: 9.7%) for CGU under
banking business and 9.6% (2012: 9.6%) for CGU under insurance
business.

For trade name, impairment testing is performed annually using pre-
tax royalty rates of 3% for banking business and 2% for insurance
business with reference to similar business transactions, projected
revenue in the medium-term plan, and in perpetuity with 2% constant
growth rate after the fifth year. The discount rate in the range of 9.6%
to 10.1% used is based on the Group’s and its Banking Group’s
weighted average cost of capital depending on type of businesses
carried out.

No impairment losses on goodwill and trade name were identified in
the year (2012: Nil).
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(Expressed in thousands of Hong Kong dollars)

A
BERAE
Furniture,
equipment
TE and motor =5
£H Group Premises vehicles Total
BHE2012F12 A1 HIEFE Year ended 31 December 2012
HIYERESE - MATE R Opening net book amount,
as previously reported 3,573,123 266,655 3,839,778
BN - Change in accounting policy -

AR A E BERE S5/ TE Restatement of premises on cost basis (2,279,108) = (2,279,108)
FYREFE €55 Opening net book amount, as restated 1,294,015 266,655 1,560,670
Gk Additions 43,332 175,443 218,775
ENMDERENERTE Reclassification from investment

properties to premises 112,067 - 112,067
HE Disposals (2,279) (5,289) (7,568)
FrE L (fEF12) Depreciation charge (Note 12) (36,901) (80,173) (117,074)
EHER Exchange difference 7,207 - 7,207
FRE@FE Closing net book amount 1,417,441 356,636 1,774,077
2012412 A31H At 31 December 2012
(BN Cost 1,674,453 761,043 2,435,496
ZEME Accumulated depreciation (257,012) (404,407) (661,419)
REFE Net book amount 1,417,441 356,636 1,774,077
HZ2013F12A31 ALLFE Year ended 31 December 2013
HIYNERESE - MATE R Opening net book amount,

as previously reported 4,712,623 356,636 5,069,259
BEHHOR A - Change in accounting policy -

LARK A E B ETRESITTE Restatement of premises on cost basis (3,295,182) = (3,295,182)
FOREFE @ KE7 Opening net book amount, as restated 1,417,441 356,636 1,774,077
g Additions 71,157 173,483 244,640
ENMDERENMERITE Reclassification from investment

properties to premises 268,504 - 268,504
EFHBOERTENE Reclassification from premises

to investment properties (3,798) - (3,798)
HE Disposals - (5,612) (5,612)
FELH (F12) Depreciation charge (Note 12) (40,369) (91,603) (131,972)
EHER Exchange difference 1,767 - 1,767
FRREFE Closing net book amount 1,714,702 432,904 2,147,606
2013F12A 318 At 31 December 2013
(BN Cost 2,008,433 891,216 2,899,649
ZEME Accumulated depreciation (293,731) (458,312) (752,043)
REFE Net book amount 1,714,702 432,904 2,147,606
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)
TEZEOFERRE - The net book value of premises comprises:
KET
Restated
£ Group 2013 2012
THEH Leaseholds
EERFA 2 FHEHEL Held in Hong Kong on medium-term
(FE10250F 2 ) lease (between 10-50 years) 1,334,032 1,097,832
TEEBLAINEA 2 R EITEAY Held outside Hong Kong on medium-
(FE102=50F 2 ) term lease (between 10-50 years) 380,670 319,609
1,714,702 1,417,441
£ Group 2013 2012
1A1H At 1 January 693,434 650,865
BN RREMERTE Reclassification from
investment properties to premises (268,504) (112,067)
BN BRTERIREME Reclassification from premises to
investment properties 83,701 -
BHEAFEWZS Fair value gains on revaluation 81,334 154,636
12H31H At 31 December 589,965 693,434
SEYEZ REFERE The net book value of investment properties comprises:
£ Group 2013 2012
THEH Leaseholds
EERFA 2 FHEHEL Held in Hong Kong on medium-term
(FE102=50F 2 ) lease (between 10-50 years) 424,506 583,597
TEBEBLAINEA 2 BT AT Held outside Hong Kong on medium-
(fE10 2= 50F 2 ) term lease (between 10-50 years) 165,459 109,837

589,965 693,434
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)

() sTEREMEZ D FE (a)

Fair value measurement of investment properties

REER2013512 A1 H AR EYXENE
BETT EMN - T EHB L EEETA
EME-—AFELENT(HEREEBRM) A
RARBNREERTEEANZ WERE
—REB A CORFT) AR QB AR PT
ZOEREELR A AIBRAREEEL
TR 22 2 B9 2 B iR BA K A2 40 8%
RIELT ©

EFEHRAMENEERS HP—BFE
RIE A E R - 12 & AR FE R miE
FHORNNREERETENIHEEEMAER
FrfgE 2 BN FEFHR10,500FTE
T 77R336,000/8 7T © tHEEMBIRA T
fReEBREMEZ ATFEFEEHEER
DR D - R Z IR o

BREMESBRAERE BB HREEL
F13P(RHE EIT A HEFEMNEIR
Al e

AremEEFRAR |

The Group’s investment properties were last revalued at 31
December 2013 by adopting the direct comparison approach
or the income capitalisation approach and with reference to
recent transactions for similar premises as far as practicable by
independent, professionally qualified valuer Savills (Valuation
and Professional Services) Limited for investment properties in
Hong Kong and Mainland China, and by Savills (Macau) Limited
for investment properties in Macau.

One of the key inputs used in valuing the investment properties
was the unit sale rate taking into account time, location, and
individual factors such as size and levels of buildings, which
ranged from HK$10,500 to HK$336,000 per square feet. A
decrease in unit sale rate would result in decrease in fair
value measurement of the investment properties by the same
percentage decrease and vice versa.

Investment properties are classified as Level 3 under the
fair value hierarchy as defined in HKFRS 13, “Fair value

measurement”.



(LABREFThz5IR)

(2) DHESERPFEIRBI 2 AFEFAEY
fR=

TRAJNERREEANABREEE G
ETEHEIRFNZ R EMEMTEN AT
ERRI IR FEHR 2R 2 Bk

B R& PoE

(Expressed in thousands of Hong Kong dollars)

(b) Reconciliation of fair value measurement in Level 3 of
the fair value hierarchy

The following table provides a reconciliation of the movement
between opening and closing balances of Level 3 investment
properties, measured at fair value using a valuation technique
with significant unobservable inputs:

£ Group 2013 2012
1HA1H At 1 January 693,434 650,865
BENMOBREMERTE Reclassification from investment

ENOBRTER/RREME

—EFDBRTEZREFE
—EHBRBATEERLRE

12 431 H

RERFEZEEEE MW ERT O R
ZAREB W NER

—MEEHFRR

RERFEZEERRERTEHERBZAR
IR A

— A {ER

properties to premises (268,504) (112,067)

Reclassification from premises to
investment properties

— Net book value of premises reclassified 3,798 =
— Surplus on revaluation credited

to premises revaluation reserve 79,903 -
83,701 -

Fair value gains 81,334 154,636
At 31 December 589,965 693,434

Unrealised gains or losses recognised in
comprehensive income statement relating
to those assets held at the end of the year
— Net surplus on property revaluation 79,903 -

Unrealised gains or losses recognised in
income statement relating to those assets
held at the end of the year
— Fair value gains 81,334 154,636
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(Expressed in thousands of Hong Kong dollars)

(c) Information about Level 3 fair value measurement

HERE TAER 2 85

Valuation technique(s) Unobservable input(s)

REME WAREEE(LTE s X (R REE)
Investment properties Income capitalisation Market yields
approach (reversionary yield)

Ti5EE

NRAREBEE(TEBERFEZRE
M BREZAHRBFRAREEELR
REBZEVMEIHBETEREAZ
ENET e APEFEERTISHEESKIER
BRF - EmiskatR B RREE -

£

Market rental

0
Range

2.85% to 3.50%
2.85% to 3.50%

FEFRABE 20 TEHEE 80T
HK$20 to HK$80 per square foot

For investment properties of which the fair value is determined

using the income capitalisation approach, the assessment is

conducted on the basis of capitalisation of net incomes with due

allowance for outgoings and reversionary income potential. The

fair value measurement is positively correlated to the market

rental and inversely correlated to the market yields.

Group 2013 2012

1A1H At 1 January 1,771,156 1,787,252
FRFREESEZIGM Additions from current year

new business 268,194 273,847

EMEBANIRE 2 # Movement from in-force business (58,667) 673

Hith Others (275,067)  (290,616)

12A31H At 31 December 1,705,616 1,771,156
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
£ Group 2013 2012
DIREE Reinsurance assets 1,178,780 900,979
U FIAENTEMNIER Accounts receivable and prepayments 3,336,910 3,357,012
FEETHRA Accrued income 776,404 710,079
HAth Others 445,782 394,712
5,737,876 5,362,782
£E Group 2013 2012
B EREKEEES Short sales of treasury bills and
treasury bonds 3,362,473 2,278,044
£ Group 2013 2012
TEHATE R M RTFER Demand deposits and current accounts 20,331,799 16,038,818
RETR Savings deposits 18,979,373 18,084,091
TEH - BA R ETE Time, call and notice deposits 88,909,268 82,403,727

128,220,440 116,526,636

BFFOAKRESHFEADERAE N HEEA Included in customer accounts were deposits of HK$31,589,000
& 2 B 2 17 531,589,000 7T (2012 £ (2012: HK$21,979,000) held as collateral for irrevocable commitments
21,979,000 7T) ° under import letters of credit.

MRER - BAREEESRIN - A EMEPFER Other than time, call and notice deposits, all other customer deposits
BREBIER . carry variable interest rates.
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(LABREFThz5IR)

(Expressed in thousands of Hong Kong dollars)

£ Group 2013 2012
LR E R R T AT EIER At fair value under fair value hedge

(for hedging interest rate risk) 5,274,902 4,463,338

RE AR R At amortised cost 857,659 1,289,124

6,132,561 5,752,462

R2013FE N 2012F K - REB R ERVAFER
B EAMERTEREENATEFEAHESE
Bt ABE -

NEBENEE B TERBIHEBILS QEME
SR FFTYI 2 BRE{E = 9,000,000/5 7T (2012
£ : {£ 17,000,000 7T ) °

During 2013 and 2012, the Group did not designate on initial

recognition any certificates of deposit issued at fair value through

profit or loss.

The amount that the Group would be contractually required to pay at

maturity to the holders of these certificates of deposit is HK$9 million

higher (2012: HK$17 million lower) than the above carrying amount.

8 Group 2013 2012
250,000,000 3 7T)% 28 4% (5£ (F)) US$250,000,000 Floating Rate
Notes (Note (a)) - 1,987,792
100,000,000 =702 B 24 (3£ (2)) US$100,000,000 Floating Rate
Notes (Note (b)) 775,385 775,115
775,385 2,712,907
REERRA AN P AR At amortised cost 775,385 2,712,907
7 Note:

() WEARFRITEBARIRITZEBONT SR R E
FHEIETT - WEFMMNER S ([FRF)) £z
250,000,000 T2 B2 B ([ RE]) - ZEEA
MR ZIROMRYETT - BER20106 10
A78%172175,000,000 % T % 72010 F 11
A 15 B %77 275,000,000 7T © AHRITER
2013F 10 A7 8 (RHR) 2 ¥HEMLFE -

(Z) WTBRFEITN2011FE4 A28 BB BAFIERITZ
BN T 5 R AR BT &84T - WEFRATEmZ
100,000,000 %02 B2 E ([ZIE]) - 22K A
I - HEFHAA2014F4 5288 °

AremEEFRAR |

(a) This represented US$250 million Floating Rate Notes (the “Notes”)
issued by DSB under DSB’s Euro Medium Term Note Programme, and
are listed on the Singapore Stock Exchange Trading Limited (“SGX”).
The Notes were unsecured and were issued in two series, comprising
US$175 million issued on 7 October 2010 and US$75 million issued on
15 November 2010. DSB fully repaid the Notes on 7 October 2013, the

final maturity date.

(b) This represents US$100 million Floating Rate Notes (the “Notes”)
issued by DSB on 28 April 2011 under DSB’s Euro Medium Term Note
Programme, and are listed on the SGX. The Notes are unsecured and

have a final maturity on 28 April 2014.



(LABREFThz5IR)

B R& PoE

(Expressed in thousands of Hong Kong dollars)

2013 2012
225,000,000 E 7T BAEAEER (GE(F)) US$225,000,000 Subordinated
Fixed Rate Notes (Note (a)) 1,870,819 2,001,533
200,000,000 =Tk A EBERERGK GE(2)) US$200,000,000 Perpetual
Subordinated Fixed Rate
Notes (Note (b)) 486,740 510,460
225,000,000 7 A13 TR 2022 4 E| #f Y S$$225,000,000 Subordinated Fixed
EBREGRGE(R)) Rate Notes due 2022 (Note (c)) 1,363,978 1,423,569
3,721,537 3,935,562
LR E R R T AT EIER At fair value under fair value hedge
(for hedging interest rate risk) 3,721,537 3,935,562

R2013F & 2012F K » AEE KRB R VA ER
BHETIMEERBABAATFATELLES:T
AdBzf °

it

(F) 7y K % iR 17 R2010F 28118 % 17 ~
225,000,000 3 7T 7E #7 32 At _E T 30 48 52 58 /3 FT AN
BRANELBEEB(EB] - LEEBHHER
202042 A 11 HEH - F£E7/76.625% * B¥4F
8 =K o RFTRITINE BB —BIBRIRITET L FIR
RHIA LB ER R EE R SRR AU ETTRITR
RS AERNZEF SR

(Z) b 75 K ¥ R 17 R2007F2A168 % 17 2
200,000,000 E LA F AT EMWHRE F= E
i InE AR A E BB EER ([EF]) - LEE
2 IRBMEEH A2017E2 8178 - A%1TH
ZHERUEBER  F8/76.253%  B¥FN
Bk Hig - wEBRCEREEREAED -
FHEOMNESEETASMEARETRITRERS
1908 F - EEBEBSERELMAE - KFT
RITAI AR IR R A sk BB 5 AR B A 5K
ANAZEEERLANAE (FEHH) &/ - KFRT
B E—BERRRTTE] A R H A L IS BRI E
EFEERAUETRITRAEREAERNZH
B

2010 F K% 2009 F + KFIRITHRRILER S5
MR RBHEAITEELNREREASEES R A
75,000,000 7T }2.70,000,0003% 7T 2 S0 (&7
mMBMzEOBRERESEELER AL
BT -

During 2013 and 2012, the Group did not designate on initial

recognition any subordinated notes at fair value through profit or loss.

Note:

This represents US$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 11 February 2010
(the “Notes”), which are listed on the SGX. The Notes will mature on
11 February 2020. Interest at 6.625% p.a. is payable semi-annually. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

This represents US$200,000,000 Perpetual Subordinated Fixed Rate
Notes qualifying as upper supplementary capital of DSB issued on 16
February 2007 (the “Notes”), which are listed on the SGX. The Notes
carry an optional redemption date falling on 17 February 2017. Interest at
6.253% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed, the interest
rate will reset and the Notes will bear interest at 3-month LIBOR plus
190 pips. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

In 2010 and 2009, DSB repurchased a portion of the Notes with a total
notional principal of US$75,000,000 and US$70,000,000 respectively
at a discount after unwinding an identical notional amount of interest
rate swap. Such repurchased Notes were cancelled after receiving prior
approval of the HKMA.
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& ¢ ()

(A) W Jh K ¥ 4R 17 W2012F2H8H % 17 ~
225,000,000 ¥ h14 7T 7E ¥ 3 P _E 045 R E A
MNEARSELBESS (EB]) - LEEES
202262 A9HEIHR - EIZEEE H 52017
F2HA9H HBTHEHEENEER 8
R4.875%  FEFNBE—K - B HEBR
EREBHEEEAED  TROFNESE]AER
SEMF MK TS RINI7T6HF - BERBE
BEE RTELRAE - RMRITAIRNERMEEED
FABEEARFENRALEEEEEDME
(FEEB1 ) ETS o RFTIRITINE B — ERRERITEI L
FZ s By & QIS B8 EE A S R AR TR
TREFREAERZEFSMK -

REBE ISR EGEHI R NENNEEE
B FATYI 2 BR & 1K 212,000,000% 7T (2012
£ : {£.382,000,0000 3 7T) °

£E

(Expressed in thousands of Hong Kong dollars)

Note: (Continued)

(c) This represents S$225,000,000 Subordinated Fixed Rate Notes
qualifying as supplementary capital of DSB issued on 8 February 2012
(the “Notes”), which are listed on the SGX. The Notes will mature on 9
February 2022 with an optional redemption date falling on 9 February
2017. Interest at 4.875% p.a. is payable semi-annually from the issue
date to the optional redemption date. Thereafter, if the Notes are not
redeemed, the interest rate will be reset and the Notes will bear interest
at the then prevailing 5-year Singapore Dollar swap rate plus 376 basis
points. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par either on the optional
redemption date or for taxation reasons on interest payment date. An
interest rate swap contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been entered into with
an international bank.

The amount that the Group would be contractually required to pay at

maturity to the holders of these subordinated notes is HK$212 million
lower (2012: HK$382 million lower) than the above carrying amount.

Group 2013 2012

RREMNZEMAE

Hity

AremEEFRAR |

Other liabilities under
insurance contracts 2,236,373 2,100,617
Others 3,604,641 4,028,441

5,841,014 6,129,058




(CABBEFThz5I7R)

RRENZEMBBEDINT

(Expressed in thousands of Hong Kong dollars)

P

Other liabilities under insurance contracts are analysed below:

2013
PR
#%8  Reinsurers’ FEE

£E Group Gross Share Net
—RAREE General Insurance
KAl BRI REFE Unearned premium reserve 442,689 (244,631) 198,058
B2/ RE Notified claims 344,952 (145,566) 199,386
EEMNBARERZEE Claims incurred but not reported 98,733 (25,271) 73,462
KIERERBR 2 G Unexpired risk reserve 1,731 897 2,628

888,105 (414,571) 473,534
s Life
RELEHE Policy provisions 1,348,268 (26,043) 1,322,225
&5t Total 2,236,373 (440,614) 1,795,759
—RAREE General Insurance
KRR Z R ERHE Unearned premium reserve
1HA1H At 1 January 353,224 (176,810) 176,414
REBA Written premiums 629,233 (353,888) 275,345
BB RE Earned premiums (539,768) 286,067 (253,701)
12 A31H At 31 December 442,689 (244,631) 198,058
EEREERFERERZEE & Notified and incurred but not reported

KBRS 2 B claims, and unexpired risk reserve

BEE2EHRIRE Notified claims 322,518 (172,065) 150,453
FAMEREHRZRE Claims incurred but not reported 58,493 (6,326) 52,167
ENENE Unexpired risk reserve 1,449 1,580 3,029
1HA1H At 1 January 382,460 (176,811) 205,649
BEXfRE Claims paid (161,628) 56,878 (104,750)
BEANRE Claims incurred 224,584 (50,007) 174,577
12 A31H At 31 December 445,416 (169,940) 275,476
BEE2RCRE Notified claims 344,952 (145,566) 199,386
FARMNERERZRE Claims incurred but not reported 98,733 (25,271) 73,462
RIE MR < 7 Unexpired risk reserve 1,731 897 2,628

445,416 (169,940) 275,476
1S Life
REEES Policy provisions
1HA1H At 1 January 1,364,933 (6,806) 1,358,127
ExXRE Claims paid (1,202,669) 5,391  (1,197,278)
BEENRE Claims incurred 1,186,004 (24,628) 1,161,376
12 H31H At 31 December 1,348,268 (26,043) 1,322,225
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)

RBEHzEMBESTRT : (&) Other liabilities under insurance contracts are analysed below:

(Continued)
2012
DR
#8%5  Reinsurers’ Pt

e Group Gross Share Net
—RRER General Insurance
RATRELZ R E B Unearned premium reserve 353,224 (176,810) 176,414
2Rz RE Notified claims 322,518 (172,065) 150,453
ERMNERERIRE Claims incurred but not reported 58,493 (6,326) 52,167
ARE W E R 2 Unexpired risk reserve 1,449 1,580 3,029

735,684 (353,621) 382,063
107 Life
RELEHD Policy provisions 1,364,933 (6,806) 1,358,127
&5t Total 2,100,617 (360,427) 1,740,190
— B RE General Insurance
KUK ZRERFE Unearned premium reserve
1A18 At 1 January 210,574 (107,616) 102,958
REBA Written premiums 568,736 (287,330) 281,406
EREZRE Earned premiums (426,086) 218,136 (207,950)
12 A31H At 31 December 353,224 (176,810) 176,414
EERECEANERERZ2RE & Notified and incurred but not reported

RERRES 2 F#E claims, and unexpired risk reserve

BEE2HRRE Notified claims 268,548 (134,842) 133,706
FEAMEREHRZRE Claims incurred but not reported 31,966 (4,469) 27,497
AR E R 2 Unexpired risk reserve 3,858 1,047 4,905
1A18 At 1 January 304,372 (138,264) 166,108
ExXRE Claims paid (123,489) 29,676 (93,813)
BANRE Claims incurred 201,577 (68,223) 133,354
12 A31H At 31 December 382,460 (176,811) 205,649
EE2E®mIRE Notified claims 322,518 (172,065) 150,453
EANEREHRZRE Claims incurred but not reported 58,493 (6,326) 52,167
R IE BB 2 Unexpired risk reserve 1,449 1,580 3,029

382,460 (176,811) 205,649
103 Life
REEES Policy provisions
1A1H At 1 January 1,223,396 (6,225) 1,217,171
BEXfFRE Claims paid (590,956) 15,171 (575,785)
BEEANZRE Claims incurred 732,493 (15,752) 716,741
12 A31 8 At 31 December 1,364,933 (6,806) 1,358,127

AremEEFRAR |
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@

B R& PoE

(Expressed in thousands of Hong Kong dollars)

Group 2013 2012

HRHBRRAENREFBAZARBERER

DRI ER

HEHRBAORERBAZRKRABFR

RHRRBAVRERBAZRKEBEZEB L
LU

Gross future liabilities to policyholders

under long-term insurance contracts 8,813,069 8,743,271
Reinsurers’ share (738,166) (540,552)
Net future liabilities to policyholders

under long-term insurance contracts 8,074,903 8,202,719

The movement in future liabilities to policyholders under long-term
insurance contracts is summarised as below:

&£E Group 2013 2012
1A1H At 1 January 8,202,719 7,119,698
RREBEBREZ Change in provisions for

future liabilities (127,816) 1,083,021
12A831H At 31 December 8,074,903 8,202,719
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(LABREFThz5IR)

RIERIREEN BENEHRERABSEANITE
S84 BN HAT I8 B B A BN AT IE B R SR AE R 1A
HIE — SIS B R 7 Al EfT o HHZ S5
T~

(Expressed in thousands of Hong Kong dollars)

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current income tax assets against
current income tax liabilities and when the deferred income taxes
relate to the same fiscal authority. The offset amounts are as follows:

4EEET

Restated

£ Group 2013 2012
RAEFIHE = Deferred income tax assets 22,975 13,881

RIERIAEE Deferred income tax liabilities (57,225) (24,631)

EEHBEERBBERBEREZR ZARER R
Bl {2 Rt IO AT AT

Deferred income tax assets and liabilities analysed based on the
underlying category of temporary differences and the expected date
of recovery and settlement are as follows:

LET
Restated
£E Group 2013 2012
BEERIBEE Deferred income tax assets:
—AlE 12 B A B K E 2 RERIEE E — Deferred income tax assets to
be recovered after more than
12 months 88,234 86,525
EERIBARE Deferred income tax liabilities:
—EE12RAREEZELERIBEE - Deferred income tax liabilities to
be settled after more than
12 months (122,484) (97,275)
(34,250) (10,750)

AremEEFRAR |
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EETARRE B EH T

B R& PoE

(Expressed in thousands of Hong Kong dollars)

The gross movement on the deferred income tax account is as

follows:
KE5|
Restated
&5 Group 2013 2012
1818 WAT2® At 1 January, as previously reported (270,487) (33,408)
BB 2 B - Change in accounting policy -

AR AL BEREESITE Restatement of premises on cost basis 259,737 199,219
1818 @ &£F5 At 1 January, as restated (10,750) 165,811
PRI ERBR RIS Tax charged to the income

(Fff5E20) statement (Note 20) (3,997) (23,791)
RIS Tax charged to equity (20,540) (160,319)
fERER Exchange difference 1,037 7,549
12 A31H At 31 December (34,250) (10,750)
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
BEEFREEERBERANEE 288 ~8ER The movement in deferred income tax assets and liabilities during
MHRIFUEEERE TN HE &SR0T the year, without taking into consideration the offsetting of balances

within the same tax jurisdiction, is as follows:

RIEFRIBEE Deferred income tax assets:
BE
EEREE BEXH
Impairment REAM
allowances BEEE REER Deferred
and Tax Investment expenses &t
58 Group provisions losses revaluation and others Total
201241 A1H At 1 January 2012 41,573 3,499 173,413 18,420 236,905
PURESEREA () /Bl#  (Charged)/credited to
the income statement (10,695) 1,107 - 8,519 (1,069)
IR BRI 2 H Charged to equity - - (149,311) - (149,311)
201212 A31H At 31 December 2012 and
20131 H1H 1 January 2013 30,878 4,606 24,102 26,939 86,525

PUEEERAERE,(ZH) Credited/(charged) to

the income statement 12,594 (541) - 9,255 21,308
RiE=RA S Charged to equity - - (19,937) = (19,937)
EHER Exchange difference 273 - - 65 338
201312831 R At 31 December 2013 43,745 4,065 4,165 36,259 88,234

AFEemEERFRAR |
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P

(Expressed in thousands of Hong Kong dollars)

EEFEERE : Deferred income tax liabilities:
MERBE RENMEER
Accelerated TEEfE  Investment REER
BE tax  Premises  properties  Investment 2 ait
£E Group Provisions ~ depreciation  revaluation  revaluation revaluation Others Total
01261818 MaI2H At 1 January 2012, as previously reported 4,941 23,590 220,497 20,643 475 167 270,313
SRR E - Change in accounting policy - Restatement
WRAEBERESfTE of premises on cost basis - 21,278 (220,497) = = = (199,219)
01251 A1R » BEF At 1 January 2012, as restated 4941 44,868 - 20,643 475 167 71,004
RpERRZE Charged to the income statement 1,266 17,748 - 3,708 - - 2,722
WEERAH Charged to equity - - - 7,549 3459 - 11,008
Eiz2 Exchange difference - - - (7,549) - - (7,549)
0124128318 At 31 December 2012 and
R2013%141A 1 January 2013 6,207 62,616 - 24,351 3,934 167 97,215
013F1 /18 MEI2 At 1 January 2013, as previously reported 6,207 35,284 287,069 24,351 3,934 167 357,012
SHHRIHE - Change in accounting policy - Restatement
R ERERESTE of premises on cost basis - 21,332 (287,069) - - - (250,737)
01381 A18  BE7 At 1 January 2013, as restated 6,207 62,616 - 24,351 3,934 167 97,275
PERRT Charged to the income statement 915 11,673 = 12,717 S = 25,305
RERBRT Charged to equity - - - - 603 = 603
EizR Exchange difference - - - - (699) - (699)
01351231 B At 31 December 2013 7122 74,289 - 37,068 3,838 167 122484
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N TS AR E R AR A 2 EEIA -

(Expressed in thousands of Hong Kong dollars)

The deferred income tax charged to equity during the year is as

follows:
KE7T
Restated
&= Group 2013 2012
R R 2 A ERE - Fair value reserves in shareholders’ equity:
—11E — premises - (7,549)
— A EF S - available-for-sale securities (20,540) (152,770)

HBARRNRANERE BREEARRR ZMBRR 24
EREESIEAT

Included in the following statement of financial position captions are
balances with a subsidiary of the Company detailed as follows:

AT Company 2013 2012
RITEEER Bank balances 3,480 45,332
() EXREE (@) Capital commitments

W12 A31 BERB AIARRRE EEFRBER 1B
ABEEEEEARAAZENT

&=

Capital expenditure in respect of projects and acquisition of fixed
assets as at 31 December but not yet incurred is as follows:

Group 2013 2012

EREERFNZFHX

ERGEREREEZHAX

AremEEFRAR |

Expenditure authorised but
not contracted for 28,102 53,057

Expenditure contracted but
not provided for

169,047 163,359

197,149 216,416




P e

(LABEEF o R) (Expressed in thousands of Hong Kong dollars)

Credit commitments

(2) FEAE (b)

AEFBEEABRIMVEERETEPZERMTA
BREEREGERBRINESENT

The contract and credit risk weighted amounts of the Group’s off-
balance sheet financial instruments that commit it to extend credit to
customers are as follows:

e
Contract amount
5 Group 2013 2012
BEEEERE® Direct credit substitutes 1,858,669 478,535
X SR 2 S ATR B Transaction-related contingencies 285,002 507,025
B 5 AIEE Trade-related contingencies 651,824 1,759,318
A EEHBUE M~ ETE %L Commitments that are
A7 RS unconditionally cancellable
without prior notice 60,823,138 52,779,971
H Other commitments with an
[RZAERRR 7% original maturity of:
— L1 - under 1 year 5,401,515 5,604,862
—1FRIAE — 1 year and over 1,497,268 1,602,379
REBTFRR Forward forward deposits placed 12,457 =
70,529,873 62,732,090
EERBINESE
Credit risk
weighted amount
8 Group 2013 2012
HARB B RARE Contingent liabilities and
commitments 2,474,576 2,589,868
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
(R) BEERZEE (c) Assets pledged
T AR AR EREINERESBERELFNEBER L Exchange Fund debts pledged with the HKMA to facilitate the Group’s
MSEFESMEREEESERZINEESE trading and market-making activities in Exchange Fund debts are as
HES follows:
&= Group 2013 2012
BERGEEECERNEE - Assets pledged with HKMA:
BIEEBERZMES Trading securities 3,132,132 2,548,496
A EHES Available-for-sale securities 169,051 132,544
3,301,183 2,681,040
HHEaE Associated liabilities:
HIEEBERZRMERE Trading liabilities 3,362,473 2,278,044
T Ty E IR B R IR T IR S R IR 2 JE The carrying amounts of the non-government bonds pledged with
BTES R EABAEREE unrelated financial institutions under repurchase agreements and the

associated liabilities are as follows:

&= Group 2013 2012
ElEE R N2 EREE - Assets pledged under repurchase
agreements:
AIEHERES Available-for-sale securities 512,318 256,838
BEEHES Held-to-maturity securities 16,882 51,970

529,200 308,808
HEABE : Associated liabilities:
RITIER Deposits from banks 408,051 259,386
HEmiRE RIER Other accounts and accruals 97,862 36,569
505,913 295,955
EBEEASANEMEREN A TERER 2 BH The fair value of the transferred securities and associated liabilities
HEREEMEE - approximate the carrying amount of the transferred securities.
REIERZEAR  KREBTRFER - HESIKA The Group cannot use, sell or pledge the above securities for the
LAERES - MTEEERZESNEBEITANEER duration of the repurchase agreements and is exposed to the credit
% o risk of the issuers of the transferred securities.

AFEemEERFRAR |
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(T) BeHERE

IARKEAEEA - B AATHUEMERLEREM
RARRAXNZ REEENFHAFENT

P

(Expressed in thousands of Hong Kong dollars)

(d) Operating lease commitments

Where a Group company is the lessee, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
&= Group 2013 2012
15 AR Not later than 1 year 151,259 145,478
1FABESF Later than 1 year and not
later than 5 years 202,000 253,561
5%k Later than 5 years 61,661 58,161
414,920 457,200

IARKESHEA B AATBUEMELEEEM
MARRASN 2 RAEHENKAELWT

Where a Group company is the lessor, the future minimum lease

payments under non-cancellable building operating leases are as

follows:
&= Group 2013 2012
15 AR Not later than 1 year 24,641 18,649
1FUABESF Later than 1 year and not
later than 5 years 18,184 13,259
42,825 31,908
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(Expressed in thousands of Hong Kong dollars)

2013 2012
SEERRA Authorised:
500,000,000 % Zi@A% 500,000,000 ordinary shares
BREE2ET of HK$2 each 1,000,000 1,000,000
2013 2012
RE [N & A
EERTRBERE : Issued and fully paid: Number of Share  Number of Share
LZER EREE2%ET Ordinary shares of HK$2 each shares capital shares capital
1H1H At 1 January 296,526,638 593,053 292,804,486 585,609
AR BT EIFT 31T Issue of shares pursuant to
f& scrip dividend arrangement - - 3,722,152 7,444
12H31H At 31 December 296,526,638 593,053 296,526,638 593,053

AARREZE2011F 12 A31 AL FEEHRE
KHEAB (2011 FREAB ) EARO0.788 T WL F
ARERERE  RERTEHAE2012F6 A4 A F
BARRRZEARKE - ATWERE SR 2 RA R
EETROHABESKE ([LABRRBETE) o KA
AR EFTEIER 201245 A25 B B 2 RAF
ANEEREHAE - R2012F7 A58 - IBIBIURK
R EFFEIR BB 22.89 7 T 2 B A (E & W ER
REBGARBIES 2011 FREPE 2 BRRE
i g £ 3,722,152 IR AR BIFTAR (D °

AR 2005 F 4 A28 A AR R AL 2 TR I i =1 &
(Tez R 81]) - BZRRESTEIEITLAK -
7015 (20124 : 7017 ) R A7 LA R 4,105,195
fi% (2012 4F : 4,105,195 %) &R EE 2B L2 A
RAIKRG ERTHOHEFREBNSRITEA
8 - BT EIKEE=2013F 12 A31 HIE - 40
17 (20124 : 3017 ) R AR # LA 38 B8 2,955,195 %
(20124F : 2,746,245/%) GAREE2E T 2 A QA
B B sk B H o

AFEemEERFRAR |

The Company recommended the payment of a final dividend of
HK$0.78 per share for the year ended 31 December 2011 (“Final
Dividend 2011”), with an option to receive the newly issued and fully
paid shares in lieu of the cash dividend (the “Scrip Dividend Scheme”)
in respect of the individual shareholdings held in the Company on 4
June 2012 being the record date. The Scrip Dividend Scheme was
approved by the shareholders at the annual general meeting of the
Company held on 25 May 2012. On 5 July 2012, a total of 3,722,152
new shares of the Company under the Scrip Dividend Scheme were
allotted to the shareholders who elected to receive the scrip shares at
a conversion price of HK$22.89 per share in lieu of the Final Dividend
2011 paid in cash.

Pursuant to the new Share Option Scheme (the “Scheme”) approved
by the shareholders on 28 April 2005, 70 (2012: 70) options to
subscribe for 4,105,195 shares (2012: 4,105,195 shares) of HK$2
each of the Company had been granted to certain directors and senior
executives of the Group since the inception of the Scheme. Up to
31 December 2013 and since the incorporation of the Scheme, 40
(2012: 30) options to subscribe for 2,955,195 shares (2012: 2,746,245
shares) of HK$2 each of the Company have lapsed or expired.



(LAEBEFThz5I7R)

AENHEERSRITRABRE ZBREP AR
AR BB ZEMT

(Expressed in thousands of Hong Kong dollars)

P

Movements in the number of the Company’s shares in the share

options held by directors and senior executives during the year are as

follows:
RREFRAEE
Number of shares
in the options
2013 2012
1A1H At 1 January 1,358,950 958,950
REART Granted during the year - 400,000
RE AR B L3 Expired or lapsed during the year (208,950) =
12 A31H At 31 December 1,150,000 1,358,950

K12 A 31 BIDARETE 2 BEAEFOT

Particulars of the outstanding options as at 31 December are as

follows:

RREPROHE
RIREHE Number of shares
Number of options in the options
BYFARITEE Date of grant and exercise price 2013 2012 2013 2012
20079 A28 H - 28 September 2007, at an exercise
BITEEER59.28 BT price of HK$59.28 per share* - 10 - 208,950
201112 4128 - 12 December 2011, at an exercise
B1TEEEAZ 40.00 5T price of HK$40.00 per share 15 15 750,000 750,000
201212 218 - 21 December 2012, at an exercise
B1TEE TR 33.25 87T price of HK$33.25 per share 15 15 400,000 400,000
30 40 1,150,000 1,358,950
* TEEEZEER 2011 F12 AZK 2 HIRFEW * the exercise price is restated to take into account the effect of the rights

TEHIFEEE

issue completed in December 2011.

DAH SING FINANCIAL HOLDINGS LIMITED |



BRI

(ABEET TThALFR) (Expressed in thousands of Hong Kong dollars)
fiEEfy  REEH HRARE  REEF
i i BEMGE (&)
REVEE  Premises Investment  EXBE  EARE  -REFE Resenefor  Retained
Share  Revaluation Revaluation  Exchange Capital General share-based  Earnings it
&8 Group Premium Reserve Reserve Reserve Reserve Reserve compensation (Note) Total
N3E1R1A ME2H At 1 January 2013, as previously reported 2,764,288 2,648,141 (14,252) 212,872 34,202 484,289 97 11,069,109 17,198,746
SRR ZAE-I\AAE  Change in accounting policy - Restatement
RERESIE of premises on cost basis - (2498112 - - (7,680) - - 103827 (2401,965)
0131818 - BE7 Balance at 1 January 2013, as restated 2,764,288 150,029 (14,252) 212,812 26,522 484,289 97 11,172,936 14,796,781
TEEERSCATENE  Fairvalue gains on available-for-sale securities
NEREARD recognised in equity - - 68,919 - - - - - 68919
ATEBBALEREETH  Fair value loss realised and transferred to income
HEBRIRENAEAES  statement upon disposal of investments in
RENGURERIRAEEE  securities included in the loans and receivables
FRIZEFREREARE  category and held-to-maturity category which
BEER were previously reclassified from the
available-for-sale category - - 101,185 - - - - - 101,185
DTEYGEREETEEE  Fairvalue gain realised and transferred to income
FFEEEREAENEE  statement upon disposal of
available-for-sale securities - - (116,366) - - - - - (116,366)
REEREEZOMEE  Deferred income tax assets released/liabilties
LERREEE /B tecognised on movements in investment
LERTARE revaluation reserve - - (1539 - - - - - (1539
REBINBLANE Exchange differences arising on translation
BRAEREE of the financial statements of foreign entities - - - 79,009 - - - - 79,009
ReE ETER Reserve arising from reclassification
RENERE of premises to investment
properties - 48,845 - - - - - - 48,845
WREZHRAAEE  Provision for equity-setted share-based
H RE compensation = = = 5 = = 3164 5 3164
ERR Profitfor the year - - - - - - - 1498459 1,498,459
NM2FFERE 2012 final dividend - - - - - - - (263909) (263,909)
N13FREHRE 2013 interim dividend - - - - - - - 93 @19
0135128317 At 31 December 2013 2,764,268 198,874 23,664 291,881 26,522 484,289 3,261 12,315,563 16,108,342

AFEemEERFRAR |




P

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
BBl REEH WRhaE  REEH
#E i ] e (3#)
ROEE  Premises Investment  EEEE  EAGE  —%EE  Resenefor  Retained
Share  Revaluation  Revaluation ~ Exchange Capital General share-based  Eamings At
58 Group Premium Reserve Reserve Reserve Reserve Reserve compensation (Note) Total
12F1 418 WA2HK  At1 January 2012, as previously reported 2,686,531 1,879,603 (611,466) 191,89 - 484,289 - 10098677 14,729,529
SHBRZME-IAAE  Changein accounting polcy - Restatement
RERESIE of premises on cost basis - (1,734,625 - - - - - 2280 (1,642,345)
12F1A10 - BE Balance at 1 January 2012, as restated 2,686,531 144,978 (611,466) 191,895 - 484,289 - 10,190,957 13,087,184
TREEEZFCATENE  Fairvalue gains on avallable-for-sale
NERRARE securities recognised in equity - - 6045 - - - - - 652
DNFERERERSEET  Fairvalue gains recognised in equity upon
STREWFERANZ  reclassification of certain investments in securities
FRRAZUAENEEN  included inthe loans and receivables category to
BIERTMED the avalable-for-sale category - - 40,744 - - - - - 40,744
AFEEENIEREETH  Fairvalue loss realised and transferred to income
HEBAINENRARAES  statement upon disposal of investments in securities
RENFUEERIREZEE  included in the loans and receivables category and
FRIEFRERZARE  held-fo-maturity category which were previously
i reclassified from the avalable-for-sale category - - 64,661 - - - - - 4,661
LTEBENAZETHNE  Fairvalue loss realised and transferred to income
FRIMENAEASTR  statement upon impaiment of investments in securities
BRI 85 included in the loans and receivables category which
REAERERR were previously reclassified from
e e the avalable-for-sale category - - 2717 - - - - - 2711
LATERENTETHNLE  Fairvalue gain realised and transferred to income
FFEEBEREAENEE statement upon disposal of available-for-sale securties - -0 - - - - - 100
REBEREZIMARL  Deferred income tax assets released/liabities recognised
EREEE /B on movements in investment revaluation reserve
LERHBa(E - - (M4dny - - - - - (11447
SHBRZME - IAAE  Change in accounting policy - Restatement of
BEUEIE premises on cost basis - 5,051 - - (7,680) - - (4.965) (7594)
REEINIER S Exchange differences arising on translation of
BRMERZR the financial statements of foreign entities - - - 20977 - = = = 20977
TR ESTBBAZFEE  Additional net assets acquired via scrip
dividend arrangement = = = = 215,519 = = = 215,519
ROARREEERUAEER  Subscription of additional interest in a subsidiary
-HBRAZER via scrip dividend arrangement at a discount - - - - (181317) - - - (181317)
TR ESTBFTETZER  Issue of ordinary shares pursuant to scrip
R dividend amangement 71,757 - - - - - - - 71,757
WRER[RIAAZE  Provision for equity-setiled share-based
g compensation - - - - - - 9 - 9
EREA Profit for the year - - - - - - - 130134 130134
01 Ex 8RS 2011 final dividend - - - - - - - (228387 (228.387)
01250 HRE 2012 interim dividend - - - - - - - (85,993 (85,993
126124318 At 31 December 2012 2,764,288 150,029 (14.252) 212,812 26,522 484,289 97 11172936 14,796,781
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(LABEEF o R) (Expressed in thousands of Hong Kong dollars)
EaE Note:
0] AEBER2013F 12 A 31 A2 REBEFBIERSSE (i) Included in retained earnings of the Group at 31 December 2013

MRS H RIRE 2 (EE#1,705,616,000/8 75 (2012
£ :1,771,156,000 /8 7T ) © IR EE 2 FI| 2L 5E 3R B
RE(ERERR -

(i) KBTI REBEMBITANEE B A MER (i)
BB BU IR E LRI PTANIN AR ERE -
BRZEEREBIATEBBRITERIRIARE
HEERBNZTMEERTE  REERBR
BAKETRRFEEER - BERBIEZHA
BEBSEREITHN  LERNERFEENH
B o

R2013F 128318 ' AFETEELE
1,433,269,000/%5 71.(20124F : 1,286,675,000 7%
T ZSREREEREBEEMEE —REE - 84
BHENHRBEFREE -

is the value of long-term life assurance policies in force totalling
HK$1,705,616,000 (2012: HK$1,771,156,000) which is currently not
available for distribution.

DSB as a locally incorporated bank in Hong Kong is required to
maintain minimum impairment provisions in excess of those required
under HKFRS in the form of regulatory reserve. The regulatory reserve
is maintained to satisfy the provisions of the Hong Kong Banking
Ordinance and local regulatory requirements for prudential supervision
purposes. The regulatory reserve restricts the amount of reserves which
can be distributed to shareholders. Movements in the regulatory reserve
are made directly through equity reserve and in consultation with the
HKMA.

As at 31 December 2013, DSB has earmarked a regulatory reserve of
HK$1,433,269,000 (2012: HK$1,286,675,000) first against its general
reserve; and for any excess amount, the balance is earmarked against its
retained earnings.

REE BRRRE REBH

Share Capital Retained &t
NG| Company Premium Reserve Earnings Total
20121 A1H At 1 January 2012 2,686,531 256,027 1,458,945 4,401,503
RARRSEBIATET Issue of ordinary shares pursuant
LR, to scrip dividend arrangement 77,756 - - 77,756
FEEF Profit for the year - - 239,940 239,940
2011 EREIRE 2011 final dividend - - (228,387) (228,387)
20125 HIIR 2 2012 interim dividend - - (85,993) (85,993)
201212 A31H At 31 December 2012 2,764,287 256,027 1,384,505 4,404,819
2013F1 A1H Mt At 1 January 2013, as above 2,764,287 256,027 1,384,505 4,404,819
FEEF Profit for the year - - 283,732 283,732
2012 FREIRE 2012 final dividend - - (263,909) (263,909)
2013 FHHIR 2 2013 interim dividend - - (91,923) (91,923)
201312831 H At 31 December 2013 2,764,287 256,027 1,312,405 4,332,719
RIZ1993F 12 A1 BB IFRIARE - WHEE By a special resolution passed on 1 December 1993 and subsequently
RK1993F 12 A20 BB A= AR L% « AR approved by the Supreme Court of Hong Kong on 20 December 1993,
FIRD S5 (B El )8 256,027,000 78 7T 3F 85 12 &= & 7K the share premium of the Company was reduced by HK$256,027,000
IR A © 7% 256,027,000 8 TiE B E N ERA and this amount was transferred to a capital reserve account. On
EBR R BRI 3 o consolidation the reserve of HK$256,027,000 has been applied

against goodwill.

AremEEFRAR |
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() NIRREBBER 2 EERNREEEE

P e

(Expressed in thousands of Hong Kong dollars)

(a) Reconciliation of operating profit after impairment

BREESRAFEHERER losses to net cash flows from operating activities
rE5|
Restated
2013 2012
R REERE 2 €8 R T Operating profit after impairment losses 1,666,220 1,223,624
) BIA Net interest income (3,107,948)  (2,493,564)
Iz B e Dividend income (79,072) (72,698)
ERREBEREMEERE Loan impairment losses and
other credit provisions 309,806 143,681
e Depreciation 131,972 117,074
B EE 2B Amortisation expenses of intangible assets 4,758 5,675
R EUIE 2 ERaH 5 8 Advances written off net of recoveries (152,024) (205,772)
ARG 2 A< ARR 1) A B S 2 54 Provision for equity-settled share-based
compensation 4,241 130
BRI S Interest received 4,566,505 4,051,036
BAFLE Interest paid (1,187,592)  (1,338,502)
IR E Dividend received 123,487 102,144
HEEERBEEHN 2 EE T Operating profit before changes in
operating assets and liabilities 2,280,353 1,532,828
HEEERBEZES Changes in operating assets and liabilities:
—Be RERITNERRRIBABR - cash and balances with banks and money
SMEAZBAMEEEER at call and short notice with an original
maturity beyond three months (355,447) 65,827
—RIEHAABBIEA 2 ERITHER - placements with banks with an original maturity
beyond three months (1,645,199) 2,250,285
—FEEERSNES - trading securities (549,512)  (1,594,726)
—TESRITA - derivative financial instruments (408,239) (61,677)
—EENATEFEHEEEABREN - financial assets designated at
CREE fair value through profit or loss 81,422 (1,535,002)
—BFPEX - advances to customers (13,399,715)  (8,077,164)
—HifRE - other accounts (308,769)  (1,470,242)
—BEEERRERGRIELER - investments in securities included in
ZEFRE the loans and receivables category 2,281,756 1,811,130
— BT ARG EE - loan to a jointly controlled entity = 20,429
— A EES - available-for-sale securities (4,974,7119)  (1,957,167)
—REIBHES - held-to-maturity securities 1,430,720 1,140,298
- REEREBCANRERE - value of in-force long-term life
assurance business 65,540 16,096
—RITEN - deposits from banks (650,323) 261,117
~BEEEBRNEE - trading liabilities 1,084,429 (767,158)
—BPEHX - deposits from customers 11,693,804 4,897,542
—HibAR B RIAE - other accounts and accruals (954,464) 2,161,194
—HRARBREAREREAZEE - liabilities to customers under
insurance contracts 69,798 1,284,709
B i, S 2 Exchange adjustments (120,148) (99,249)
BEEESMANERE Cash absorbed by operating activities (4,378,713) (120,930
R EBETHEREZHE Interest paid on certificates of
deposit issued (80,609) (45,415)
BHEAREH Hong Kong profits tax paid (145,514) (43,340)
EEEIMER Overseas tax paid (22,340) (18,272)
RETHMAREFE Net cash used in operating activities (4,627,176) (227,957)
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() ERERBEERRKN BEREFR
CHEGERRBERGHEIBASIUT
Bz ThEe REEESLCES
AERATEEERERERSBE
ZER -

(Expressed in thousands of Hong Kong dollars)

(b) For the purposes of the cash flow statement, cash
and cash equivalents comprise the following balances
with maturity of three months or less from the date of
acquisition, deposits that are readily convertible to
known amount of cash and which are subject to an
insignificant risk of changes in value.

KE7
Restated
£ Group 2013 2012
IR & RIERITH AR Cash and balances with banks 3,057,968 2,106,976
[REIER B 7E 3 & A sk A T 2 i &0 K 8 BT 5k Money at call and short notice with
an original maturity within
three months 4,784,793 11,122,236
[REVEA B 7E 3 & A s LA T 2 T RITHIFF K Placements with banks with an original
maturity within three months 1,283,798 2,795,826
FIEEERENES Trading securities 578,374 689,941

BREBRAGDIE161BIK - ERXTERRAELZ
BIRHEWT

9,704,933 16,714,979

Particulars of loans made to officers disclosed pursuant to section
161B of the Hong Kong Companies Ordinance are as follows:

12 A 31 H#E& FRERBSER
Balance outstanding Maximum balance
at 31 December during the year
2013 2012 2013 2012
e R BAEeRERR Aggregate amount outstanding
in respect of principal
and interest 18,234 37,861 23,321 76,033

AremEEFRAR |
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BREALRZEALTARNERRMEESS
— 7 FHE - TEELP R EERRTET
EERTES - WEEMTRALZEHKRZES
FHAEATER  REALTRER/SEEEA
A

2013 F 20124 + AEBEREBEKH B R
BRABEATHITRITEBRR S o AARELIEH
TEFERMANEEZHBHREK  BHZEN
THFR)RARBRFEGRE R SHELT
HH o ZEEFREBEHBERRERNEREEZH
B REZIBEFHEI RS IBEAEEZ
FRED - BlHE - —BEEGRRIEN - &
ANFEEEREAERD R REE R HRET -

HEMEALZERRZSWT

() BNBARNRS

ARRRAEEEEWNBARIRFENRAIEEE
RITMBAREI 2 ERAER S (ERREHR
BMERSHAERARFES EMAA( EfEA]
FUANGER) WEIREE TN Z2HMARETH -
ZERGZBREABAKFTARE ETRAE
14A.35(2) & &2 14A.36(1) Bt BA MR ASEE 2 F
SRR -

P e

(Expressed in thousands of Hong Kong dollars)

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to
common control or common significant influence.

During 2013 and 2012, a number of banking connected transactions
were entered into with related parties in the normal course of
business of the Group. These, as described in Note (a) below
and being continuing connected transactions, had been reviewed
by the Company’s independent non-executive directors in their
review of the financial statements of the Group. Based on their
review and enquiry with management, the Company’s independent
non-executive directors were satisfied that all of the continuing
connected transactions were conducted in the ordinary and usual
course of business of the Group, on normal commercial terms, and
in accordance with relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company as

a whole.
Details of the significant related party transactions are as follows:

(@) Transactions with subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from the
continuing connected transactions (within the definition of Rule
14A.14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)) entered into
with the non-wholly-owned banking subsidiaries during the year. The
aggregate values of these transactions are within or consistent with
the respective annual caps applicable to the Group pursuant to Rules
14A.35(2) and 14A.36(1) of the Listing Rules.
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(Expressed in thousands of Hong Kong dollars)

() BB ARMNRES @ (@) Transactions with subsidiaries (Continued)
£H Group 2013 2012
EHF A (FE () Interest received (Note (i)) 11,839 12,348
BERITFES (5 () Bank charges paid (Note (i)) (6,874) (5,739)
ENEESREEAEEEE RFX Rentals and related building
(5 (ii)) management fee and
charges paid (Note (i) (15,288) (14,528)
BEREEREEAEEEE RFX Rentals and related building
(& (iii)) management fee and
charges received (Note (iii)) 5,422 5,422
ERERE (F(v) Management fees paid (Note (iv)) (16,599) (17,009)
ERBRAD (FE(v) Insurance commission paid (Note (v)) (106,864) (68,908)
BHIRBE IR E (3 (vi) Insurance premiums received (Note (vi)) 15,486 14,577

el

() REHAFRERTHBARNRKEERE BX
T RIA B EL M B AERTT AR TS

BB TARAZHERRFRNIMIER
BRRITHTE AR - KFERT ~ LA (1931) (R
2012411 H22 B R IERRAIRTT) ORI 2 R1T
2RO BN o FRZIFRERERN Ltz
FisE 48 o

RIRITEE 2 MBIRTTERA B RIETXBBI2
hRERFPREFRRTRERER  WERSE
REMBEREZFR(BEERFRIEHEFR
FBAFR) o ERFIRITE BB RTIFRIF
FHEFBEARAZEEKB AT - gt LR
AME - ARBZEERB RRFERFR - RIE
EHRRE AR ERBAFERERS -

AFEemEERFRAR |

Note:

Arising from the extension of credit facilities and provision of deposit
taking and other standard banking services by non-wholly-owned
banking subsidiaries

Interest was received by the subsidiaries of the Company from three
non-wholly-owned banking subsidiaries, namely DSB, Mevas (1931),
which ceased to be a bank with effect from 22 November 2012, and BCM
on deposits placed with them. The balances of deposits outstanding as
at the end of the year are set out in Note 48 above.

The banking subsidiaries of DSBG provide commercial banking services
and products to their customers in the ordinary and usual course of
their businesses. Such services and products include the taking of
deposits (including fixed and floating term deposits and deposits at call).
Customers who place deposits with the banking subsidiaries of DSBG
include members of the Company. For purposes of the Listing Rules, the
placing of deposits provided by members of the Company to DSBG’s
banking subsidiaries constitute continuing connected transactions,
within the meaning of Chapter 14A of the Listing Rules, for DSBG.



(LAEBEFThz5I7R)

() B ARNR S (@
i ()

i)

RERF2ERTHMBARNRREERE KX
TR A e Bt B AR SR AT AR 7 (48)

EEMRAR B ZEBRKE R AT RARFITRT
SEMBIRITZ ERIIETSKERTE - EHFE
BIRH T B F =5 Z B ERTERZ S
R EERAEGR  BXERZENEEBAK
MPTEBEEEER - BERNY - ZSHEM
ERXPEHREET ETHRBIE 14A.65@) k2
| BEREREAAEZIRTE ©

RATIRITREAAFIRITEBR B R AIRARA
SERERRARUZEARTREEEIRE
BB XERBITERES  ERAFE
F - BEBRMABSAIEZELERRIREEE - 5
X REHE PR XEREFFRP ZRITR
% HERREBERP REMER R RIZREREE
EFARBE T RRTEBEMEL ZHRT X
REHETARA - ERAREPRIELEZ2ERRL
BEORBIERRES AN ERmSIRERHI T A
AR - EAREFRIEZFETSEN L EE
SEFH MERITAIAZ B T AL L - AEE
HEAFIRITEBZBEERRLY  REMFR
AHER—TETAPR6EAEEBM T IAL
b > BEZFRITREAEEE —RTSRRE
SEFHRM - Bt - AEFEAHRITEERRZ
RITREE - THRFFEEF R -

RITRTEEMBRITEETAEERE QA Z
RITRTS - IARFRITRBEIRE B E BRI
TEMEP 2 —RBITRBE R IHZE - KHBITE
B AR B B RITIRG L AL RITRE 2 1
BRERRERAERA -

P

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(U]

Arising from the extension of credit facilities and provision of deposit
taking and other standard banking services by non-wholly owned
banking subsidiaries (Continued)

The Directors confirm that the deposits placed by members of the
Company at the banking subsidiaries of DSBG are at market rates and
on normal commercial terms that are comparable or no more favourable
than those offered to independent third parties and that no security over
the assets of DSBG is granted in respect of such financial assistance.
On that basis, such continuing connected transactions are exempt from
complying with the reporting, disclosure and independent shareholders’
approval requirements pursuant to Rule 14A.65(4) of the Listing Rules.

DSB and other members of DSBG provide standard banking services to
members of the Company including cheque clearing, autopay, cheque
and deposit bank accounts, credit card merchant facilities, co-branded
credit cards in respect of DSLA and investment dealing. The banking
services in respect of cheque clearing, autopay, cheque and deposit
accounts are provided to the Company in the same way as they are
provided to other customers of DSBG under standard account opening
and other forms. The credit card merchant facilities and co-brand credit
card arrangements are provided under normal commercial contracts
and are at market standard. The standard market practice for credit
card merchant facilities is not to provide for a fixed term, but allow for
termination at the option of the bank by giving written notice. The co-
brand credit card arrangements between DSBG and the Company can
be terminated after the first two years by either party giving not less than
six months’ notice in writing. All such banking services, by their nature,
are not normally provided for a fixed term. Accordingly, the banking
arrangement between DSBG and the Company are not for a fixed term.

The banking services provided by the banking subsidiaries of DSBG to
the companies within the Group are banking services and arrangements
normally provided by DSBG to its other customers and are conducted
on normal commercial terms. The provision of such banking services
by DSBG to the Company enables DSBG to earn reasonable income
consistent with the nature and types of the banking services.
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() B ARNR S (@
i ()

(i)  ARFRERE - REFRERAIE - KHAT KRR
RERANAFIRTT - HEFORFIFERITMZEE
KM

RERIT  BPIBERTRBEERERR QA
(HENEHERDHEETEERBENET A
AEZKRBRA  AARFHRERBERAR (K
RIS ) ~ RFRIRARIEAR A B ([RFR
RERIE]) - KFABRRPIRRAR A (RPT
Rz DEERRERS - RFIRTT  RPIHER
1T RN E IR E 2 BRI AR R IR -
RIRBAIE - K ASFORPIRRICERAE S -
EHE AKEEEENAMAKRIGER - 7]
ZHERDEREBIIN TR

X504 J8%

Transaction date

Contracting parties

BER

Term of lease

(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(i)

Lease and sub-lease arrangements between DSIS, DSIA, DSLA and MIC
and DSB, VB and BCM

DSB, BCM and Vanishing Border Investment Services Limited (“VB”)
have leased and sub-leased certain of their owned and rented properties
to members of the Company, namely Dah Sing Insurance Services
Limited (“DSIS”), Dah Sing Insurance Agency Limited (“DSIA”), DSLA
and Macau Insurance Company Limited (“MIC”) as their office premises.
DSB, BCM and VB received from DSIS, DSIA, DSLA and MIC the lease
rentals, and air-conditioning charges, building management charges and
other utilities charges based on the actual amount of costs incurred. The
following table summarises the leases and sub-leases that have been
entered into.

(5)-Lik
(TEfEERH
RABEZH)

Monthly rent

(exclusive of

BEZNE

Property subject to lease

management fees
and utility charges)

201012 A 30H AHABTETAFRERSE 201151816

2013F12 A31H
30 December 2010 DSB leased to DSIS 1 January 2011-

31 December 2013
201012 A 30H AHBTETARRERSE 201151816

2013F 12 A31H
30 December 2010 DSB leased to DSIS 1 January 2011-

31 December 2013
2010125308 AHBTETAFRERE 201151816

2013F 12 A31H
30 December 2010 DSB leased to DSIA 1 January 2011 to

AFEemEERFRAR |

31 December 2013

ERLAREESI0RBEAR 18182
HREAEER 14,426 THR o
The whole of the 18/F, Island Place Tower, 510 King’s Road,
North Point, Hong Kong with a lettable floor area of 14,426 square feet

BEXE20ZHNAE - THEEEEERS838 TR -

A portion of the 20/F., Island Place Tower with a lettable floor area
of 5,838 square feet

BEAE20EHHERE - THEEAAEA2,186 TR o

A portion of the 20/F., Island Place Tower with a lettable
floor area of 2,186 square feet

HK$447,206

HK$192,654

HK$65,580



(LAEBEFThz5I7R)

() B ARNR S (@

i ()

(i)  ARFRERE - RIFREBRAIE - AT KA

RERANAFTIRIT

WS TEAE )

X5 AH
Transaction date

HEW;]

Contracting parties
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(Expressed in thousands of Hong Kong dollars)

(@) Transactions with subsidiaries (Continued)

Note: (Continued)

(i)

Lease and sub-lease arrangements between DSIS, DSIA, DSLA and MIC

and DSB, VB and BCM (Continued)

BEZNE

Property subject to lease

SAES
(TBEEEH
RABEXH)

Monthly rent
(exclusive of
management fees
and utility charges)

2010612 A30H

30 December 2010

2010612 A30H

30 December 2010

201254 A 3H

3 April 2012

HERTRAAR

VB leased to DSLA

RPEEROAT
RFRER
BCM leased to MIC

REBORT
AHRR IR
DSB leased to DSIS

20011F1A1AE
2013F 12 A31H

1 January 2011 to
31 December 2013

20011F1A1AE
2013F 12 A31H

1 January 2011 to
31 December 2013

2012F4A3HE
2013F 12 A31H
3 April 2012 to
31 December 2013

hERYIRYBE RS 01504 ERHEE - REEAEER182FHAK -

A portion of Room 1504 of Shenzhen Development Centre, Shenzhen,
People’s Republic of China, with a gross floor area of 132 square metres

RPIRPIEERTAE10ER 11E2E - AHAEEERA 24
ke

The whole of the 10/F. and 11/F., BCM Building, Macau with a total
lettable floor area of 924 square metres

BEAE19ENEE  THRERAEERS19TAR -

A portion of the 19/F., Island Place Tower with a lettable floor area
of 5,919 square feet
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HK$7,876

MOP123,000

HK$207,165
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(i)

Leaseback of property by DSB from DSLA

As disclosed in DSBG’s announcement dated 30 December 2010, a
lease agreement was entered into by DSB with DSLA on 30 December
2010 pursuant to which DSB has leased from DSLA a portion of Flat A
on Basement and Portion AA on Ground Floor of Thai Kong Building,
No. 482 Hennessy Road, Hong Kong with a lettable floor area of 2,340
square feet at a monthly rent of HK$450,000 exclusive of management
fees, government rates, electricity service charges and air-conditioning
charges for a term of three years commencing on 28 December 2010 and
ending on 27 December 2013.

Computer and Administrative Services Agreement with DSB and BCM

On 30 December 2010, DSB (and its subsidiaries including BCM)
entered into a computer and administrative services agreement with the
Company. The services agreement was for a fixed term of three years
with effect from 1 January 2011.

Pursuant to the services agreement, DSB has agreed to provide
members of the Company with certain computer and administrative
services. These services principally consist of the following:

. computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

° administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

. secondment of, and provision of services by, staff to the Company
(collectively, the “Services”).

With the stronger pool of resources and functional expertise of DSB
which historically has been operating to provide administrative and
computer services to other companies within the Group on a cost-
recovery basis, the provision of the Services to the Group at a fee
enables DSBG to continue to expand its scale and operational
capabilities while costs incurred by DSBG in providing the Services are
recovered from the Group.
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(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

)

Distribution and Agency Agreements with DSB, Mevas (1931) and BCM

On 30 December 2010, DSIS and DSIA entered into distribution
agreements and underlying agency agreements with each of DSB and
Mevas (1931) and MIC and Macau Life Insurance Company Limited
(“MLIC”) entered into distribution agreements and underlying agency
agreements with BCM for the marketing and distribution of life and
general insurance products through their branch networks for a fixed
term of three years with effect from 1 January 2011. The agreements
entered into by Mevas (1931) were terminated effective 30 June 2012.

Pursuant to the distribution agreements entered into by DSIS with each
of DSB and Mevas (1931) (the “DSIS Distribution Agreements”), DSB and
Mevas (1931) will market and distribute such life assurance products as
agreed between the parties from time to time for the Company through
their respective branch networks.

Pursuant to the DSIS Distribution Agreements, each of DSB and Mevas
(1931) has entered into an agency agreement with DSIS (the “DSIS
Agency Agreements”) in respect of the sale of life assurance policies
in return for commission payments as agreed between the parties
from time to time. Under the terms of the DSIS Agency Agreements,
the commission payable by DSIS to each of DSB and Mevas (1931)
in respect of such life assurance products shall vary, depending on
the product type, between 0.1% and 50% of the first year’s premium
received, plus up to 24% of the renewal premiums in respect of certain
policies.

Pursuant to the distribution agreements entered into by DSIA with each
of DSB and Mevas (1931) (the “DSIA Distribution Agreements”), DSB and
Mevas (1931) will market and distribute such general insurance and life
assurance products as agreed between the parties from time to time for
the Group through their respective branch networks.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements with DSB, Mevas (1931) and BCM
(Continued)

Pursuant to the DSIA Distribution Agreements, each of DSB and Mevas
(1931) has entered into an agency agreement with DSIA (the “DSIA
Agency Agreements”) in respect of the sale of certain general insurance
and life assurance products in return for commission payments, as
agreed between the parties from time to time. Under the terms of the
DSIA Agency Agreements, the commission payable by DSIA to each of
DSB and Mevas (1931) in respect of:

(1) general insurance products shall vary, depending on the product
type, between 1% and 30% of each year’s premium received in
respect of a new or renewal policy; and

2) life assurance products shall vary, depending on the product type,
between 0.1% and 50% of the first year’s premium received, plus
up to 24% of the renewal premiums in respect of certain policies.

Pursuant to the distribution agreement entered into by MLIC with BCM
(the “MLIC Distribution Agreement”), BCM will market and distribute
such life assurance products as agreed between the parties from time to
time for MLIC through its branch network.

Pursuant to the MLIC Distribution Agreement, BCM has entered into an
agency agreement with MLIC (the “MLIC Agency Agreement”) in respect
of the sale of life assurance policies in return for commission payments
as agreed between the parties from time to time. Under the terms of the
MLIC Agency Agreement, the commission payable by MLIC to BCM in
respect of such life assurance products shall vary, depending on the
product type, between 0.5% and 49.5% for 2012 and 2013 of the first
year’s premium received.

Pursuant to the distribution agreement entered into by MIC with BCM
(the “MIC Distribution Agreement”), BCM will market and distribute such
general insurance products of MIC as are agreed between the parties
from time to time through its branch network.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

v)

Distribution and Agency Agreements with DSB, Mevas (1931) and BCM
(Continued)

Pursuant to the MIC Distribution Agreement, BCM has entered into an
agency agreement with MIC (the “MIC Agency Agreement”) in respect
of the sale of general insurance products in return for commission
payments, as agreed between the parties from time to time. Under the
terms of the MIC Agency Agreement, the commission payable by MIC
to BCM in respect of general insurance products shall vary, depending
on the product type, between 10% and 50% of each year’s premium
received in respect of new or renewal policies.

In respect of each of the DSIS, DSIA, MLIC and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSIS and DSIA
shall each reimburse or pay on behalf of each of DSB and Mevas (1931),
and MLIC and MIC shall each reimburse or pay on behalf of BCM, agreed
expenses including the registration fees for licences for the bank staff to
sell insurance, sales incentives, marketing expenses and other costs and
expenses related to the performance of the Distribution Agreements.

The distribution and agency arrangements described above, including
the commission rates set out in the various sets of Distribution
Agreements and Agency Agreements, are consistent with normal
arrangements between banks and insurance companies in the Hong
Kong and Macau markets, and will provide DSBG Group with insurance
products and services to be offered to the customers of the banking
subsidiaries of DSBG Group. The distribution of different types of
insurance products through the respective bank branch networks of
DSB, Mevas (1931) and BCM in return for a commission income to be
paid by the Group will also produce fee income which will be of benefit
to DSBG Group.
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(Expressed in thousands of Hong Kong dollars)

(a)

Transactions with subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI, DSI(1976), DSLA, MIC and MLIC

The insurance policies underwritten by Dah Sing Insurance Company
Limited (“DSI”), Dah Sing Insurance Company (1976) Limited
(“DSI(1976)”) and MIC in the name, and for the benefit, of DSB and other
members of DSBG Group and their respective customers are subject
to renewal annually. The group life assurance policies underwritten by
DSLA and MLIC in relation to the provision of insurance cover for the
death and/or critical illness of the employees of DSB and other members
of DSBG Group are subject to renewal annually.

DSI and DSI(1976) underwrites general insurance policies in the
name, and for the benefit, of DSB and other members of DSBG Group
and their respective customers including policies covering domestic
motor, property all risks, public liability, money, electronic equipment,
employees’ compensation and group personal accident. Such policies
are subject to renewal annually.

DSLA underwrites insurance policies to cover the death and/or critical
illness of certain borrowing customers of DSB and Mevas (1931) and
employees of DSB and Mevas (1931) and other members of DSBG
Group. The provision of the insurance cover for customers is set out in
the terms and conditions of the relevant bank borrowing arrangement.
Such policies can be terminated within two months in the event of non-
payment of premiums. MIC underwrites insurance policies in the name,
and for the benefit, of BCM and its customers including policies covering
medical, personal accident, employees’ compensation, motor fleet,
properties, civil liability and money. Such policies are subject to renewal
annually.

MLIC underwrites life insurance policies to cover the death and/or critical
illness of BCM’s pension plan members and such policies are subject to
renewal annually.

The premiums payable under such insurance policies are payable
in arrears on a monthly basis and are calculated by reference to the
outstanding credit balances in respect of each of the products to which
they relate.
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(Expressed in thousands of Hong Kong dollars)

(@) Transactions with subsidiaries (Continued)

Note: (Continued)

(vi) Insurance services provided by DSI, DSI(1976), DSLA, MIC and MLIC
(Continued)

The insurance policies are procured by DSBG Group to enable certain
of the DSBG’s subsidiaries, namely DSB, Mevas (1931) and BCM, to
comply with relevant regulatory requirements in reducing the risks to
DSBG Group’s assets, businesses and operations and/or to provide
additional services to the DSBG Group’s customers. In addition, the
Directors consider that the insurance services by DSI, DSI(1976), DSLA,
MIC and MLIC are effective and the fees proposed by DSI, DSI(1976),
DSLA, MIC and MLIC respectively are comparable to those offered by
other insurance companies in the market.

On 30 December 2010, the Company entered into a cooperation
agreement with DSBG pursuant to which members of the Group will
provide insurance services to DSB and other members of the DSBG
Group. The agreement is for a fixed term of three years with effect from
1 January 2011 and ending on 31 December 2013.

(b) Key management personnel

(i) Material transactions and balances with directors and key
management personnel

The Group provides credit facilities to, and takes deposits from
the Group’s key management personnel, their close family
members and entities controlled by them. For the year ended 31
December, the following balances were outstanding:

&5 Group 2013 2012
= E/USEAEN Loans and advances 3,895 4,958
= Deposits 320,590 185,300
AEA 2 BEFURE Undrawn commitments 2,511 2,445
AR Guarantee 545 502

FRAERRBRZ &S

(i) ETEEEASHz

ARBEREEABRATES  HHmM
EBEERZIINHE14 -

Maximum aggregate amount of
loans and advances during the year 5,138 6,140

(i)  Remuneration of key management personnel

Key management personnel of the Company are executive
directors and their remunerations are included under Note 14.
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(Expressed in thousands of Hong Kong dollars)

(c) Transactions and balances with associate and jointly
controlled entity

During the year, the Group received from Bank of Chongging, an
associate, dividend income of HK$35,624,000 (2012: HK$24,540,000).
During the year, the Group received deposits from Bank Consortium
Trust Company Limited, a jointly controlled entity and as at 31
December 2013, the balance of deposit was HK$21,407,000 (2012:
HK$4,313,000).

Share-based compensation, pursuant to the Company’s Share Option
Scheme (the “DSFH Scheme”) and the Share Option Scheme of
its wholly owned subsidiary, Dah Sing Banking Group Limited (the
“DSBG Scheme”), is available to directors and senior executives of
the Group. Details of the share-based compensation paid to directors
are disclosed in Note 14.

(@) DSFH Scheme

The Company issues to certain directors and employees of its
subsidiaries share options on terms that allow the Company the
choice of making cash payments, determined based on the intrinsic
value of each share option, instead of allotting newly issued shares
to the directors or employees at the date of exercise. The Company
has adopted the cash settlement practice and intends to continue this
practice in respect of the existing share options issued.

The share options are granted in accordance with the terms and
conditions of the new Share Option Scheme approved by the
shareholders of the Company on 28 April 2005. The exercise price
per option share is concluded by the Nomination and Remuneration
Committee on behalf of the Board of the Company on the basis no
less exacting than the requirement set out in Rule 17.03(9) of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“SEHK”) and is determined as no less than the highest
of (i) the closing price of the Company’s shares traded on the SEHK
on the date of grant; (ii) the average closing price of the Company’s
shares for the five trading days immediately preceding the date of
grant; and (iii) the nominal value of the Company’s shares of HK$2
each in the capital in issue. The exercise period is between the first
and sixth anniversaries from the date of grant.
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(Expressed in thousands of Hong Kong dollars)

(o) DSBG Scheme

DSBG issues to certain directors and employees of its subsidiaries
share options on terms that allow DSBG the choice of making cash
payments, determined based on the intrinsic value of each share
option, instead of allotting newly issued shares to the directors or
employees at the date of exercise. DSBG has the intention to adopt
cash settlement practice in respect of the share options granted prior
to year 2012. For share option issued in 2012, DSBG has the intention
to settle its obligations by issuing new shares.

The share options are granted in accordance with the terms and
conditions of the DSBG Scheme. The exercise price per option share
is concluded by the Nomination and Remuneration Committee on
behalf of the Board of DSBG on the basis no less exacting than the
requirement set out in Rule 17.03(9) of the Rules Governing the Listing
of Securities on the SEHK and is determined as no less than the
highest of (i) the closing price of DSBG’s shares traded on the SEHK
on the date of grant; (ii) the average closing price of DSBG’s shares for
the five trading days immediately preceding the date of grant; and (iii)
the nominal value of the DSBG’s shares of HK$1 each in the capital in
issue. The exercise period is between the first and sixth anniversaries
from the date of grant.

With respect to the cash-settled options granted under the two share
option schemes described above, the Group has recorded liabilities of
HK$38,610,000 (2012: HK$11,093,000) in respect of the fair value of
the share options at the reporting date. Such fair value is determined
by using the Trinomial Option Pricing Model, and based on the major
assumptions set out in the following tables.

With respect to the equity-settled options granted under the DSBG
Scheme described above, the fair value is determined by using the
Trinomial Option Pricing Model at the date when the options are
granted, and based on the major assumptions set out in the following
tables.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
RIS R AR Z AR AR RN 2 2 a0 Share-based compensation charged to income statement is as
T follows:
2013 2012
VARG #E 52 5 2 SR AR Equity-settled options 4,241 130
AR & S 1+ 2 SR AR Cash-settled options 27,517 10,507
B&f Total 31,758 10,637
ZERTEWRIRSENBRAE 2 RIRER 2013 The total intrinsic value of the share options for which the grantees’
%12 B 31 H/415,928,000/8 7T (2012 4F : ££) o right to receive cash on a vested basis as of 31 December 2013 is
HK$15,928,000 (2012: Nil).
WAZIEANEEERN 2 BBOT The inputs into the Trinomial Option Pricing Model are as follows:
AFeRETE
DSFH Scheme
2013 2012
20124 2011 & 20124 20114 2007 F
12A21H 12812H 12A21H 12A12H 9H28H

NREXH DREXM MBREX ek N) eS|
21 December 12 December 21 December 12 December 28 September

Sl Grant date 2012 2011 2012 2011 2007
XRHAR Settlement method Cash-settled ~ Cash-settled ~ Cash-settled ~ Cash-settled  Cash-settled
AARR12A381R Share price of the Company

ZRECET) as at 31 December (HK$) 44.45 44.45 34.95 34.95 34.95
1T1EE (B) Exercise price (HK$) 33.25 40.00 33.25 40.00 59.28
BRI GE() Expected volatility (Note (i) 34.31% 34.31% 45.15% 45.15% 45.15%
FH(F) Time to maturity (years) <5 <4 <6 <5 <1
R (X (i) Risk free rate (Note (ii)) 1.40% 1.03% 0.39% 0.32% 0.07%
TEETAR S (5 (iif) Expected dividend rate (Note (iii)) ~ 3.94% 3.94% 3.25% 3.25% 3.25%

AFEemEERFRAR |



(LAEBEFThz5I7R)

BAZAAMREBERAZBBOT @

KTH

Grant date

SULES Settlement method

P

(Expressed in thousands of Hong Kong dollars)

The inputs into the Trinomial Option Pricing Model are as follows

(Continued):
AFBATEEHE
DSBG Scheme
2013 2012
2012 2011 & 20124 20114
12A21 8 124120 128218 128128

MRSz 4 NREX A AR S NRe XM

21 December 12 December 21 December 12 December
2012 2011 2012 2011
Equity-settled Cash-settled  Equity-settled Cash-settled

AFBRTRERK T A ABREZ )

Share price of DSBG as at grant date

12 331 B (ABEEX ) (for equity-settled) or 31 December

ZIXE (BT) (for cash-settled) (HK$) 8.27 13.64 8.27 8.43
1TEEGET) Exercise price (HK$) 8.27 9.25 8.27 9.25
BRI (GE() Expected volatility (Note (i) 38.84% 39.72% 38.84% 38.79%
FH(F) Time to maturity (years) <5 <4 <6 <5
2 BB I 2 (R (i) Risk free rate (Note (ii)) 0.41% 1.03% 0.41% 0.32%
TEETAR S (3 (iif) Expected dividend rate (Note (iii)) 3.42% 3.80% 3.42% 3.20%
38 Note:
(i) TEFNERERIEREREGTE B ZATBE —FARQF] (i) Expected volatility is determined by calculating the historical volatility

(ii)

(i)

R ARFRITEBMAERRREMETHE o WRR
BERRBDRAFRITEBLE 2 ME - 8B EX
RNRIHE 2 FHN 2 FRNE - TEERNE
Ho

BERBHNESERFHZEEINEESREZI

S o

of the share prices of the Company and DSBG, as applicable, during
the one year period immediately preceding the measurement date and
is based on the assumption that there is no material difference between
the expected volatility over the time to maturity of the options and the
historical volatility of the share prices of the Company and DSBG as set
out above.

(ii) Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity.

(iii) Expected dividend rates are based on historical dividends.

DAH SING FINANCIAL HOLDINGS LIMITED |



ISR

(CABREFThz5I7R)

BT 2 RBRESE RENETETREZZEEH 0
T

(Expressed in thousands of Hong Kong dollars)

Movements in the number of share options granted and their related
weighted average exercise prices are as follows:

KifERHY Pt LY
DSFH Scheme DSBG Scheme
2013 2012 2013 2012
RYTRE RTUEE R¥TEE RFUEE

KifeR il 332! PN i e KERGRE nERE  AHRIEE T
ARET i3 kD {1 By L 8 g i
RH#E (B7) Rin%A (%) Ri#E ) UL (%)
Number of Weighted Number of Weighted Number of Weighted Number of Weighted
DSFH shares average  DSFH shares average  DSBG shares average  DSBG shares average
in share exercise in share exercise in share exercise in share exercise
options price options price options price options price
granted (HKS) granted (HKS) granted (HKS) granted (HKS)
1R18 At 1 January 1,358,950 40.98 958,950 4420 11,800,000 8.92 7,800,000 9.25
& Granted - - 400,000 33.25 - - 4,000,000 8.27
BAR Lapsed - - - - - - - -
B Exercised - = = - - - - -
fRhok:d Expired (208,950) 59.28 - - - - - -
12318 At 31 December 1,150,000 37.65 1,358,950 4098 11,800,000 8.92 11,800,000 8.92
12831 RAfE Exercisable at 31 December 380,000 38.58 358,950 5122 3,920,000 9.05 1,560,000 9.25

ANARAR2013F 12 A31 BARITFEZ RIRIEZTT
{# {8 47 F 33.25 %8 7T &= 40.005 7T (2012 4F : 7
F33.25 L £ 59.28 % 70) ¢+ RE INEF R
AHTEHAE431F(2012F 1 461F) - RN
AEEBEERSMITBRABEAZ AFRITE
Mh% 2013412 F 31 B R {T1E 2 KR
ERIEZITEEN T 8.27 ELEL25E T
(2m2¢:82n%mi32&%ﬁ)'&ﬁwmgiﬁ
FIAEHITERI A 4.304F (2012 4F : 5.304F) °

AER - ERF S BT B AFHRITRE S
T YEARRRRAFRITEEZEERER

TTHABHR TREE (2012F - L AF S BhAT S
RAFRITEETET - AR RAFIRITEER
BT 2 REE - HERE—RRG 2 RREZ N
EFHRFESRIA10.798 T 2.33/87T) °

AFremEEFRAR |

The Company’s share options outstanding as of 31 December
2013 have exercise prices in the range of HK$33.25 to HK$40.00
(2012: HK$33.25 to HK$59.28), and a weighted average remaining
contractual life of 4.31 years (2012: 4.61 years). In respect of directors
and senior executives of the Group, their applicable DSBG’s share
options outstanding as of 31 December 2013 have exercise prices in
the range of HK$8.27 to HK$9.25 (2012: HK$8.27 to HK$9.25), and a
weighted average remaining contractual life of 4.30 years (2012: 5.30
years).

During the year, no share options were granted either under the DSFH
Scheme or the DSBG Scheme to directors and senior executives of
the Company or DSBG (2012: The Company’s and DSBG’s share
options were granted at weighted average fair values of HK$10.79 and
HK$2.33 per option to purchase a share under the DSFH Scheme and
the DSBG Scheme respectively).



(CABREFThz5I7R)

BB AR ERBIERITOEN AT M HERMEE
REBEZEERSRE  URABINFEEEHH
RERFARSEREELFERRGE - MR HERE
ERBEBEEHE -

() FHAEHBIEEYCEMBRR
RABHCEMEERAE

AEBBBERTETREEERAR(E
BRREE ) FARCEFPAEPETHEE

BERS -

AEERZVERREREBRPREE 2
CHERCHEEEEBPREE 2 BKRFIE
4RFE K R SRIEAREE - A2013F 12 A31H
K2012F12 A31H © s FREARWRIER
BERKFEIF 2 [EWRRIEBREMNIER ]
BRIBMA o M2 SBEN T -

%8

P e

(Expressed in thousands of Hong Kong dollars)

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(@) Financial assets and liabilities subject to netting
agreement and offset on the statement of financial
position

The Group maintains an account with the Hong Kong Securities
Clearing Company Limited (“HKSCC”) through which it
conducts securities trading transactions for its customers.

In presenting the amounts due from and to HKSCC, the Group
has offset the gross amount of the accounts receivable from
and the gross amount of the accounts payable to HKSCC. As
at 31 December 2013 and 31 December 2012, the net amount
was a receivable and was included in “Accounts receivable and
prepayments” in Note 39. The amounts offset are shown below.

Group 2013 2012

FEREE R REE 2 SRR

FEN BB REE 2 IR

FERE BT REEFH

(2) BRERERFERBEEMBRRER
REEzEMEERER

AR F R E L

AEESRAREISHFIIZARFR
BERE WREEERR - FRAEER
BRE S —BHBRBOEN  ASEX
HHFIRERRZHERIE - MABE
RFBRH AR FREE - MIFBLED
= MERSTFIRZENEELE
—RASENBARRARTEHEERAIE -

TRINFREE  LERRNZERFR
BERHLBRBHRAORNE BT A

15 e

Gross amount of accounts
receivable from HKSCC 23,531 15,614
Gross amount of accounts

payable to HKSCC (12,441) (5,467)

Net amount due from HKSCC 11,090 10,147

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position

Master netting arrangements

To mitigate credit risks, the Group enters into master netting
arrangements with counterparties whenever possible. Netting
agreements provide that, if an event of default occurs,
all outstanding transactions with the counterparty will be
terminated and all amounts outstanding will be settled on
a net basis. Except for the event of default, all outstanding
transactions with the counterparty are settled on a gross basis
and generally do not result in offsetting the assets and liabilities
in the statement of financial position.

The following tables present details of financial instruments

subject to offsetting, enforceable master netting arrangements
and similar agreements.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
(2) SREREERHFEBRBEHBMRRE (b) Financial assets and liabilities subject to netting
RAYECEMEEREE @ agreement but not offset on the statement of financial

position (Continued)

SRR E AR () Master netting arrangements (Continued)

URERBRARNE R AELE
Related amounts not set off in the
statement of financial position

AL A
%

BRI RARER LHEENE
(Gross amounts of Netamountsof ~ BTE(PEHES
DEDEREESE  recognised financia financial assets fhg)
Gross amounts of  liabilities set off in the presentedinthe  Financial instruments B LA
£E Group recognised financial ~statement of financial  statement of financial  (including non-cash Cash collateral 38
0135 12A31A At 31 December 2013 assets position position collateral) received Net amount
SHER Financial assets
fiEeRIR Derivative financial instruments 585,59 - 585,59 (450,265 - 135,331
TERMHRRAAE B B R
Related amounts not set offin the
statement of financial position
RUBRREREE,  REBRARRIT.
EEAEHARLE SHARRE
Gross amounts of Netamountsof ~ £ETE(BEHS
AEZAREEEE  recognised financial  financial liabltes #48)
Gross amounts o assets set off in the presentedinthe  Financial instruments DERRSHA
4] Group recognised financial ~ statement of financial  statement of financial (including non-cash Cash collateral et
013 12A31A At 31 December 2013 liabilities position position collateral) placed out Net amount
£HAR Financial lbilties
it Depostts from banks 408,051 - 408,061 (408,051) -
fiEeRIA Derivative financial instruments 956,920 - 956,920 (450,265) (66,506) 440,009
FEEERENER Trading liabites 3,362,473 - 3,362,473 (3,301,189) - 61,290
EHEERER Other accounts and accruals 97,862 - 97,862 (07862) -
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() SRELEEZHEREEVBRAR
AEEH EHEERERE @)

JREERS B AR ()

(Expressed in thousands of Hong Kong dollars)

(b)

P

Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial

position (Continued)

Master netting arrangements (Continued)

TERMEIAAAS L ABLE

Related amounts not set off in the

statement of financial position

RUBHREREE,  REBRARAAIT,
EERLHERAR SHEESE
Gross amounts of Netamountsof ~ HIE(REHEE
BEZEHEESEE  recognised financia financial assets #im)
Gross amounts of  liabilties set off in the presentedinthe  Financial instruments BhRHR
o] Group recognised financial ~ statement of financial ~ statement of financial  (including non-cash Cash collateral i
0125124318 At 31 December 2012 assets position position collateral received Net amount
SRERE Financial assets
fiEEHTA Derivative financial instruments 562610 - 562,610 (395,987 - 166,673
TERHBRARAEE B R
Related amounts not set off n the
statement of financial position
REBHREALH,  RUBRRRRANITL
EEASHARLR SHAREE
Gross amounts of Netamountsof ~ £BIE(RiEHE
BETLBEEEE  recognised fnancial  financial liabilties gt
Gross amounts of  assets setoffin the presentedinthe  Financial instruments RERRSER
58 Group recognised financial  statement of financial  statement of financial  (including non-cash Cash collateral 8
A12E12F31A At 31 December 2012 liabiiies postion position collateral) placed out Net amount
£BER Financial lablties
First Deposits from banks 259,386 - 259,386 (259,386) - -
fEERIA Derivative financial nstruments 1,406,679 - 1,406,679 (395,987 (14707) 796,035
FEERRENARE Trading lbilties 278,044 - 278,044 .278,044) - -
EpRARER Other accounts and accruals 36,569 - 36,969 (36,969 - -
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(LAEBEFThz5I7R)

M201441 29 H - R¥TER7E17 225,000,000
ETEBARGM MRS EERGE M
AEBZREANI0FHTE BREER (BEST
ERCIRITE(BR)BRAD 2GR - ZBEH2F
B735.25% + RFIRITAITRERE - BEED
H7%&201941 A29H o 6 K RITHRITFEEE
T ZIEREE R 202441 A 29 BRIH

AFEemEERFRAR |

(Expressed in thousands of Hong Kong dollars)

On 29 January 2014, DSB issued US$225 million Basel Ill-compliant
10-year Subordinated Fixed Rate Notes qualifying as Tier 2 capital
(subject to the provisions of the Banking (Capital) Rules of Hong
Kong) which are listed on the SEHK. The Notes carry an interest rate
of 5.25% per annum with call option exercisable by DSB, and with
the first call date falling on 29 January 2019. If the call option is not
exercised by DSB, the Notes will mature on 29 January 2024.



(LAB¥EFThz5I7R)

TIREBAREEZ ERHERR K 2 B M
MER - BWIREAP B RERZ —FFD

(R) RITES B2 EFERARE (LEXA
BOERUZERRRENEI LD

AEE MR TTE R
(Expressed in thousands of Hong Kong dollars)

The following information relates to the Group and is disclosed as part
of the accompanying information to the financial statements and does
not form part of the audited financial statements.

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed

) by percentage covered by collateral
201312 A 31 H 2012612 A31H
At 31 December 2013 At 31 December 2012
Exam EieE
SZEARRE ZHEAmIRE
ZAED LB
% of gross % of gross
AEEBLER advances REELH advances
Outstanding covered Outstanding covered
balance by collateral Balance by collateral
EEBERNER Loans for use in Hong Kong
IHsR Industrial, commercial and financial
- MEER - Property development 2,015,552 72.8 1,662,651 70.4
- MERE - Property investment 15,122,078 98.3 14,047,519 98.4
— SRt - Financial concerns 740,178 46.5 336,280 36.4
-RELL - Stockbrokers 109,264 90.7 100,240 90.0
—PEETEZ - Wholesale and retail trade 4,006,724 95.7 3,219,507 92.9
—BER - Manufacturing 1,975,672 91.5 1,996,894 94.7
—ERRERRE - Transport and transport equipment 5,050,680 95.9 4,635,150 96.3
—REED - Recreational activities 300,505 12.2 287,610 1.5
— B - Information technology 24,916 82.1 8,703 47.7
—Hfty - Others 3,571,083 82.5 2,894,403 80.8
32,916,652 92.0 29,188,957 921
fEA Individuals
-BE [REAHEE ] - Loans for the purchase of flats in
[FLAZREREE] K Home Ownership Scheme, Private
[BEEEEHE] EF Sector Participation Scheme
5 and Tenants Purchase Scheme 1,080,873 100.0 1,123,393 100.0
-BEEMEENEER - Loans for the purchase of other
residential properties 18,041,141 99.9 16,026,972 99.9
~ERFER - Credit card advances 3,949,544 = 4,240,329 =
—Hft - Others 6,880,302 31.0 5,465,362 28.2
29,951,860 70.9 26,856,056 69.6
EEBFERANER Loans for use in Hong Kong 62,868,512 81.9 56,045,013 81.3
BEH5mE GE(1) Trade finance (Note (1)) 5,918,454 61.3 5,024,007 61.0
EERUIMERNER Loans for use outside Hong Kong
(7#2) (Note (2)) 29,190,554 63.8 25,104,561 64.8
97,977,520 75.3 86,173,581 75.3
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(LABREFThz5IR)

() TS BB FERBRE (LEXA

(1)

(2)

EoERUSEHERRENE LD
) (@)

IRz ESMERSETECREER (&
BeERDELZBMESIMSEREEED -
HAMEONRE  AEREARESRESZE

o
oA °

TEREBZESHBEER (BIERMBITZEIN
RITMBRARIR T 2 EHELE) 418 992,627,000
770(20124F 12 A 31 H : 336,534,000 70) 248
R IEBBUIMERNER] BT -

EEBMMEMNERBERTERTPELES
BRIMERZ B -

AremEEFRAR |

(Expressed in thousands of Hong Kong dollars)

(a)

Note:

Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

Trade finance shown above represents loans covering finance of
imports to Hong Kong, exports and re-exports from Hong Kong and
merchandising trade classified with reference to the relevant guidelines
issued by the Hong Kong Monetary Authority (“HKMA”).

Trade finance loans not involving Hong Kong (including trade
finance extended by DSB’s overseas subsidiary banks) totalling
HK$992,627,000 (31 December 2012: HK$336,534,000) are classified
under Loans for use outside Hong Kong.

Loans for use outside Hong Kong include loans extended to customers
located in Hong Kong with the finance used outside Hong Kong.
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() BITEP B EFEREE (LLEFRHA
ERoERUSEHERRENE LD
) (@)

RSB RS B 10% S LT
% HEERETRE  ANERERENNG
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REELRTIBE R

(Expressed in thousands of Hong Kong dollars)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances to
customers, the attributable amount of impaired loans, overdue loans,
and individually and collectively assessed loan impairment allowances
are as follows:

EXen
BEARE
#B@3MEA {8 B RAh
Gross HEERE HEERE
advances Individually Collectively
AEBER HEER overdue for assessed assessed
Outstanding Impaired over 3 impairment impairment
2013%12A831H At 31 December 2013 balance loans months allowances allowances
EEBERNER Loans for use in Hong Kong
IHsr Industrial, commercial and
financial
—MERE - Property investment 15,122,078 - = = 8,614
fEA Individuals
—-BEEMEE - Loans for the purchase of
MEER other residential
properties 18,041,141 - - - 674
EBBIMERMER Loans for use outside
Hong Kong 29,190,554 273,679 216,275 177,723 109,982
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)
(R) RITESBEZ2EFERLE (UEXKA (@@ Gross advances to customers by industry sector
ZoERUZEFRRENE LD classified according to the usage of loans and analysed
) @) by percentage covered by collateral (Continued)
B
BHRER
A3 1E A {ERIEFE AT
Gross AEER REERE
advances Individually Collectively
REBER HEER overdue for assessed assessed
Outstanding Impaired over 3 impairment impairment
2012F 12 A31H At 31 December 2012 balance loans months allowances allowances
EBBHERNER Loans for use in Hong Kong
Traes Industrial, commercial and
financial
—MERE - Property investment 14,047,519 = = = 6,657
EA Individuals
—BEEMEE - Loans for the purchase
MEER of other residential
properties 16,026,972 - 541 - 7,594
TEBBUIMEBMER Loans for use outside
Hong Kong 25,104,561 259,672 263,750 82,863 82,218
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() BITEP B EFEREE (LLEFRHA
ERoERUSEHERRENE LD
) (@)

TREBFANERSRER 2 ML EBIREES
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REELRTIBE R

(Expressed in thousands of Hong Kong dollars)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

The amount of new allowances charged to income statement, and the
amount of impaired loans and advances written off during the year
were disclosed in the tables below.

REMEBEEN KECRESF
MEEE  MEZEX

Loans Recoveries of

EEE written advances
Allowances offas  written off in
20134 2013 written back uncollectible previous years
ERAEANER Loans for use in Hong Kong
IE<r Industrial, commercial and financial
—MERE - Property investment = = -
fEA Individuals
-BEEMEEMEER - Loans for the purchase of other
residential properties - - 335
TEBBLIMEBHER Loans for use outside Hong Kong 15,568 14,641 13,221
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)

(R) RITESBEZ2EFERLE (ULEXKA (@@ Gross advances to customers by industry sector
ZPERUZEFRRENEI LD classified according to the usage of loans and analysed
) (@ by percentage covered by collateral (Continued)

REEEEEFR WEBREF

kit WEEZER

Loans Recoveries of

5 o] written off advances

Allowances as  written off in
20124 2012 written back  uncollectible previous years
ERBEANER Loans for use in Hong Kong
TrEgea Industrial, commercial and financial
—MERE - Property investment = = -
EA Individuals
—BEEMEEMEER - Loans for the purchase of other
residential properties 171 - 336
TEBBAIMEROER Loans for use outside Hong Kong 4,052 104,875 19,606
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)
(Z) B KEERITEEFNEREE (b) Non-bank Mainland exposures

2013128318
At 31 December 2013

1B IS4G
EEGER EESEX HEER
Y ERER SMHIERER Individually
On-balance  Off-balance assessed
sheet sheet #MEXEE  impairment
RZBFER Type of counterparties exposure exposure Total  allowances
B R R Mainland entities 15,977,192 2,878,378 18,855,570 114,235
SR B R RE LASNA B I Companies and individuals
BA - TP REER outside Mainland where
R B AR A the credits are granted for
use in the Mainland 8,432,247 249,666 8,681,913 79,011
Hith X 58 FmERRE Other counterparties the
WASERTERBEAIFRT exposures to whom are
BEPER considered by the Group
to be non-bank Mainland
exposures 239,374 - 239,374 -
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(CABBEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

(Z) BB AREIFBRTEREFNGRTE @ (b) Non-bank Mainland exposures (Continued)
2012F12 A31H
At 31 December 2012
BN
BERER BEERER REZERE
af:pfo 3 SNEEREE Individually
On-balance Off-balance assessed
sheet sheet MENEE impairment
RoHEFES Type of counterparties exposure exposure Total allowances
LaEPN 2 Mainland entities 11,852,148 1,483,651 13,335,799 37,119
SR B R RELASNA B I Companies and individuals
@A TFREER outside Mainland where
B R A the credits are granted for
use in the Mainland 10,294,395 329,327 10,623,722 37,873
Hth 2 58 FmER R Other counterparties
BASERTERBEAIERT the exposures to whom
BEPER are considered by the Group
to be non-bank Mainland
exposures 76,028 - 76,028 -
3 Note:
i ERBEaERFEREBREMHEFREZS The balances of exposures reported above include gross advances and other

o

AremEEFRAR |

balances of claims on the customers.
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(Expressed in thousands of Hong Kong dollars)

(c) Analysis of gross advances to customers and overdue
loans by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that
of the counterparty.

The following table analyses gross advances to customers,
individually impaired advances to customers, overdue advances to
customers and individually and collectively assessed impairment
allowances by geographical area.

BB HE 18 B 374 e

BEFEX AEEE RE%ERE

EFERMEE  Individualy BEEFEX  Individually  Collectively

Gross impaired Overdue d a d

advances to  advances to advances impairment impairment

2013412A31H 31 December 2013 customers customers to customers allowances allowances
B Hong Kong 77,492,360 212,953 180,209 120,956 100,032
H China 8,890,132 140,535 83,166 111,850 50,788
JRPY Macau 10,187,485 27,369 34,013 11,431 44,572
HAth Others 1,407,543 83 83 57 2,340
97,977,520 380,940 297,471 244,294 197,732
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(AR F Tz dR) (Expressed in thousands of Hong Kong dollars)

(M) RES S MZEFERBERAHNE (c) Analysis of gross advances to customers and overdue

() loans by geographical area (Continued)
{ERRE BRI ERARHE
BEPER BB REERE
BEFPEREE  Individually BEAEFEF  Individualy  Collectively
Gross impaired Overdue assessed assessed
advances to  advances to advances impairment impairment
2012412 A31H 31 December 2012 customers customers  to customers allowances allowances
B Hong Kong 68,780,111 100,985 112,919 42,602 90,151
H China 8,144,601 152,742 152,742 37,124 39,072
BT Macau 8,412,400 29,513 33,862 10,979 36,223
Hith Others 836,469 52 52 21 2,270
86,173,581 283,292 299,575 90,726 167,716
(T) GEAERIREBEZTEARREN (d) Credit commitments and contingent liabilities analysed
BoLo M by percentage covered by collateral
2013 2012
TEAR ZHEF @
BHEE RENEIL EHeE RENBEDLL
Contract % covered Contract % covered
amount by collateral amount by collateral

W EREEMEERRBE Financial guarantees and

HARBE other credit related
contingent liabilities 2,795,495 40.3 2,744,878 32.5
BFRIENEMEERREZ Loan commitments and other

AIE credit related commitments 67,734,378 7.6 59,987,212 7.1

70,529,873 8.8 62,732,090 8.3
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(Expressed in thousands of Hong Kong dollars)

(A) Banking Group

The Group recognises the changing nature of risk and manages it
through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
commercial, wholesale and retail lending, equipment and hire
purchase financing, and treasury and financial institutions wholesale
lending.

Market risk arises mainly from Treasury and is associated principally
with the Group’s on-and off-balance sheet positions in the trading
book and its investment securities.

Interest rate risk means the risk to the Group’s financial condition
resulting from adverse movements in interest rates.

Liquidity risk is the risk that the Group is unable to meet its payment
obligations associated with its financial liabilities when they fall due
and to replace funds when they are withdrawn.

Operational risk is the risk of loss (direct or indirect) resulting from
inadequate or failed internal processes, people and systems or from
external events.

Reputation risk is the risk arising from the potential that negative
publicity regarding the Group’s business practices, operational errors
or operating performance, whether true or not, could cause customer
concerns or negative view, decline in the customer base or market
share, or lead to costly litigation or revenue reductions.

Strategic risk generally refers to the corporate risk that may bring
significant immediate or future negative impact on the financial
and market positions of the Group because of poor strategic
decisions, unacceptable financial performance, and inappropriate
implementation of strategies and lack of effective response to the
market changes.
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(Expressed in thousands of Hong Kong dollars)

(A) Banking Group (Continued)

Apart from the description of financial risk management disclosed in
Note 3 to the financial statements, the other risk management aspects
are disclosed below.

() The risk management structure of the Group

The Board of Directors has the broad overall responsibility for
the management of all types of risk. The responsibilities of the
Board in relation to risk control are:

o the approval of the overall strategy and policies to ensure
that credit and other risks are properly managed at both
the transaction and portfolio levels;

. the management of risk, both financial and non-financial,
conducted through operational and administrative control
systems including the operation of the Group Audit
Committee; review of key results (against forecasts),
operational statistics and policy compliance; and

° the review of financial performance by analysis against
approved budgets and analysis of variations in key non-

financial measures.

The Executive Committee and the RMCC have been delegated
the authority to oversee and guide the management of different
risks which are more particularly managed and dealt with by
Group Risk Division and different functional committees.
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(Expressed in thousands of Hong Kong dollars)

(A)

Banking Group (Continued)
(i) Group risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for the
Group as a whole. Group Risk Division monitors and reports
the Group risk positions to the Board via the RMCC and the
Executive Committee, sets standards for the management
of financial risks and data integrity and ensures that the
financial risks are fully considered in the product planning and
pricing process. Group Risk Division reviews and manages
all credit and risk exposure policies for the Group including
the approval of exposures to new markets, economic sectors,
organisations, credit products and financial instruments which
expose the Group to different types of risks. In determining risk
policies, Group Risk Division takes into account the guidelines
established by the HKMA, business direction, and risk adjusted
performance of each business.

The Group’s risk management expertise continues to advance
the overall quality of the Group’s lending portfolios, and enables
the Group to meet the changing regulatory requirements
and enter into credit exposures with the confidence that it
understands the associated risks and rewards.

The Group continues to evolve its risk management capabilities
under the aegis of the Head of Group Risk Division, with
increasing focus of its risk strategy on risk and reward and
returns on capital. The Group uses a range of risk measurement
and analytical tools in its management of various risks which
it faces in its day-to-day businesses and these are continually
being enhanced and upgraded to reflect the ever-changing
business needs and the requirements of the regulators.
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(Expressed in thousands of Hong Kong dollars)

(A)

Banking Group (Continued)
(iii)  Credit committees

The Group has a Group Credit Committee for approving
major credit limits. The Credit Management Committee and
the Treasury & Investment Risk Committee are the functional
committees responsible for approving and recommending
policies, limits and mandates for risk control in loans and
treasury business respectively. The credit risk function, while set
up to support the business areas, reports solely to the Group
Risk Division.

(iv)  Market risk

The Group is exposed to various types of market risk. Details of
the risk management policies and procedures adopted are set
out in Note 3.3 to the financial statements.

(v)  Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management, an
independent risk management team and operational risk
officers from each business and support function, and
operating through a set of operational risk policies, risk tool-
kits, operational risk incident reporting and tracking system, and
control self assessment and key risk indicator tools. Together
with a well established internal control system, operational
risk can be adequately identified, assessed, monitored and
mitigated. To allow the operational risk framework to be clearly
communicated to all levels within the Group, awareness and

training programs are conducted from time to time.
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(v)  Operational risk (Continued)

To minimise the impact on the Group’s business in the event
of system failure or disasters, back-up sites and operation
recovery policies and plans have been established and tested
for all critical business and operations functions.

Operational risk framework is also supported by periodic
independent reviews of internal control systems by external
and internal auditors. The Group’s Risk Management and
Compliance Committee have an overall oversight of the

performance and effectiveness of operational risk management.

(vi)  Reputation risk

The Group manages reputation risk through upholding a high
standard of corporate governance and management oversight,
maintenance of effective policies and procedures with emphasis
on internal control, risk management and compliance; proper
staff training and supervision; proper handling of customer
complaints or dissatisfaction; and adherence to sound business
practices. Standards are set and policies and procedures are
established by the Group in all areas, which operate to reduce
vulnerability to reputation risk.
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(vij)  Strategic risk

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction of
the Group in line with the Group’s corporate mission, ensure
business strategies are developed to achieve these goals,
oversee the strategic development and implementation to
secure compatibility with the Group’s strategic goals, review
business performance, deploy proper resources to achieve
the Group’s objectives, and authorise management to take
appropriate actions to mitigate risks.

(viij Compliance with the Basel Ill Capital and Liquidity
Standards

Since the revised capital adequacy framework known as Basel
Il has become effective from January 2007, DSB has adopted
the standardised approach for credit risk and market risk, and
the basic indicator approach for operational risk. These are the
default approaches as specified in the Banking (Capital) Rules.
Accordingly, the Group has overhauled its systems and controls
in order to meet the standards required for these approaches.

To implement the revised international capital standards
commonly referred to as the “Basel IlI” rules, the HKMA has
published in April 2013 the Banking (Capital) (Amendment)
Rules 2013 and revised Supervisory Policy Manual (“SPM”) CA-
G-5 on “Supervisory Review Process” in December 2012. The
revised capital standards and related regulatory requirements
have come into force for all locally incorporated authorized
institutions in Hong Kong starting from 1 January 2013. DSB has
enhanced its capital management and reporting framework as
well as disclosures for meeting the new requirements.
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(Expressed in thousands of Hong Kong dollars)

(A)

(B)

Banking Group (Continued)

(viii) Compliance with the Basel Ill Capital and Liquidity
Standards (Continued)

Also forthcoming is the implementation of Basel Il liquidity
standards in Hong Kong from 1 January 2015. In this regard, the
Group has been keeping track closely with the development in
the regulatory framework to ensure readiness to comply with the

new requirements.

(ix)  Launch of new product or service

The launch of every new product or service is governed by the
New Product Approval process stipulated under the Group Risk
Policy which requires the relevant business and supporting
units, including Group Risk Division, to review the critical
requirements, risk assessment and resources plan before the
launch. New products or services which could have a significant
impact on the Group’s risk profile should be brought to the
attention of the Board or its designated committee(s) before the
launch. The Group’s Internal Audit function performs regular
independent review and testing to ensure compliance by the
relevant units in the new product approval process.

Insurance Group

The Group’s insurance business is exposed to multiple risks,

including insurance risk, product risk, investment risk and business

risks. We believe that effective risk management is an integral part

of our insurance business’ control process and operations, and that

effective control of risks assists to maintain the profitability and

stability of our business.
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(Expressed in thousands of Hong Kong dollars)

(B) Insurance Group (Continued)

The key risks of our insurance business and related risk control
process are as follows:

(i) Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of risk with the
excess being reinsured through various reinsurance and related
agreements which are regularly reviewed. Catastrophe cover
arrangements are also in place whereby a number of claims
relating to a specific incident in aggregate would represent a
material risk to the Group are reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent actuaries are
engaged to evaluate the adequacy of the insurance reserves.

(i) Product risk

New products and major revisions to existing products undergo
a product approval process with the profitability being reviewed
and where appropriate assessed by internal and external
independent actuaries.

(iii)  Investment risk

Our investment practice is to maintain a conservatively invested
portfolio which attempts to maintain value whilst matching
assets and policyholder liabilities as appropriate, by yield,
duration and currency taking account of the associated risks,
taxation and regulatory requirements.
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(iv)  Business risks

The Group’s Hong Kong insurance subsidiaries, DSLA and
DSI (1976), follow the policies and procedures of the Group in
assessing business risk in terms of contingency and interruption
planning as well as providing training for staff and agents to
comply with the relevant rules and regulations covering their
businesses. Macau Insurance Company Limited and Macau Life
Insurance Company Limited, which are insurance subsidiaries
of the Group operating in Macau, have their own policies and
procedures to comply with the relevant requirements in Macau.

(v)  Capital management

In each market in which the Group’s insurance subsidiaries
operate, the local insurance regulator specifies the minimum
amount and type of capital that must be held by each of
the subsidiaries in addition to their insurance liabilities. The
minimum required capital must be maintained at all times
throughout the year. The Group’s subsidiaries are subject to
insurance solvency regulations in the markets in which they
issue insurance and investment contracts, and where they have
complied with the local solvency regulations. The Group has
embedded in its asset and liability management framework the
necessary tests to ensure continuous and full compliance with
such regulations. The solvency requirement of each insurance
company in each market is subject to local requirements,
which may differ from jurisdiction to jurisdiction. In Hong Kong,
the required margin of solvency for the Group’s life insurance
subsidiary, Dah Sing Life Assurance Company Limited, is
determined by the Group’s appointed actuary in accordance
with the Hong Kong Insurance Companies (Margin of Solvency)
Regulation. In addition, dynamic solvency test is also required
by the Insurance Authority to identify the solvency position of
the company on a going concern basis and plausible threats
to satisfactory financial condition. For current and previous
reporting period/year, the results of dynamic solvency test are
satisfactory.
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(Expressed in thousands of Hong Kong dollars)

(C) The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on
enhancing and sustaining sound internal control in all business and
operational units of the Group. The Division reports functionally to the
Group Audit Committee, which is chaired by an Independent Non-
Executive Director. The Division conducts a wide variety of internal
control activities such as compliance audits and operations and
systems reviews to ensure the integrity, efficiency and effectiveness
of the systems of control of the Group.
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TO THE SHAREHOLDERS OF DAH SING FINANCIAL HOLDINGS
LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Dah Sing
Financial Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 78 to 282, which comprise
the consolidated and company statements of financial position as
at 31 December 2013, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants, and the
Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the Hong
Kong Companies Ordinance and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2013, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2014
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