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FINANCIAL SUMMARY

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

Y EEETIATR HKS Million 2011 2012 2013 2014 2015
RkRES Shareholders’ funds 13,311 15,403 17,050 19,941 21,468
&BMHEH Subordinated notes 3,698 3,079 3,762 5,432 5,320
REHH Deposits from customers 113,369 117,936 129,843 142,580 150,848
RSB E: Certificates of deposit issued 3,164 5,753 6,133 6,110 6,232
Faas Total deposits 116,533 123,689 135,976 148,690 157,080
BERE Total liabilities

(BREKERH) (including subordinated notes) 132,012 140,674 150,162 165,372 174,549
EPER Advances to customers

(TREE55E) (excluding trade bills) 80,867 86,174 97,978 105,230 109,625
BESE Total assets 145,470 155,839 167,227 185,328 196,032
RREMET Profit attributable to shareholders 1,147 1,480 1,756 2,034 2,201
2ERBRE Total dividend distribution 342 388 449 505 533
LTI HK$
HRERAHN Basic earnings per share 0.90 1.15 1.35 1.49 1.57
HRERE Dividends per share 0.28 0.31 0.33 0.36 0.38
WEALIT Percentage %
Ltz dGa)) Loan to deposit ratio (Note 1) 69.4 69.7 72.1 708 69.8
e Note
1. BXHFRALEARFEREE (TREESE 1. Loan to deposit ratio is calculated as the ratio of total advances to

B)HFREE (REEBITHFERE) 2HE - customers (excluding trade bills) to total deposits (including certificates

of deposit issued).
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RFRITEEERAT DAH SING BANKING GROUP LIMITED
BExg BOARD OF DIRECTORS
HITESE Executive Directors
B David Shou-Yeh Wong
*E Chairman
=EM Hon-Hing Wong (Derek Wong)
BlE/E Vice Chairman
TiEE Harold Tsu-Hing Wong
EFRAIERTTIARE Managing Director and Chief Executive
Fla% Gary Pak-Ling Wang
BYEHITES Independent Non-Executive Directors
5B Robert Tsai-To Sze
REE Andrew Kwan-Yuen Leung
R s Seng-Lee Chan
RIRH Yuen-Tin Ng
FHITES Non-Executive Director
FHER Shoji Hirai
EREES AUDIT COMMITTEE
LB Robert Tsai-To Sze
e Chairman
BeR 55 71 Seng-Lee Chan
RIRH Yuen-Tin Ng
RERFMEES NOMINATION AND REMUNERATION COMMITTEE
& Robert Tsai-To Sze
e Chairman
REE Andrew Kwan-Yuen Leung
R s Seng-Lee Chan
TP David Shou-Yeh Wong
NAIWE COMPANY SECRETARY

TEH Fcis, FCs
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

SEEEAE SENIOR MANAGEMENT
B Nicholas John Mayhew
ATz HEEER LGN TTEFEFAFIRT Executive Director of Dah Sing Financial Holdings Limited and
BRI EIEITTIEAEEE Deputy Chief Executive of Dah Sing Bank, Limited
2z Eddie Shing-Tat Lau
AFTIRITER L AT EFFEFTTHAAE Executive Director and Alternate Chief Executive of Dah Sing Bank,
Limited
ES Phoebe Mei-Chun Wong
AFTIRITER L AT EFFEFTTHAAE Executive Director and Alternate Chief Executive of Dah Sing Bank,
Limited
s ER Vincent Ho-Wing Yau
AFIR7T (P E]) BRA GITTHARFEEF Chief Executive Officer and Director of Dah Sing Bank (China)
Limited
TR RS Eddie Yiu-Fai Kong
SBPIERRTRG AR EITHAGHFREE Chief Executive Officer and Director of Banco Comercial de Macau,
S.A.
=B D AUDITORS
ERKE SR B 5T PricewaterhouseCoopers
?x#fﬂ%%‘ 51D Certified Public Accountants in Hong Kong
2Em SOLICITORS
SR o EMEMEL Herbert Smith Freehills
AMREE REGISTERED OFFICE
BABELTITE 1085 36th Floor, Dah Sing Financial Centre
RFT R 361 108 Gloucester Road, Hong Kong
Eak - 2507 8866 Tel: 2507 8866
fHH : 2598 5052 Fax: 2598 5052
IRIKE 585 - DSBAHKHH S.W.L.F.T.: DSBAHKHH
484k © http://www.dahsing.com Website: http://www.dahsing.com
BoOEERBEE SHARE REGISTRARS AND TRANSFER OFFICE
BBPREBEHFELERAA Computershare Hong Kong Investor Services Limited
HBETERANBE183 5}% Shops 1712-1716, 17th Floor, Hopewell Centre
ARMALATEITI2EITI6CE 183 Queen’s Road East, Wan Chai, Hong Kong
B3 EHRREAKR SHARE LISTING AND STOCK CODE
BERBMEXIMAEMRAT : 2356 The Stock Exchange of Hong Kong Limited: 2356
FEMBRIT MAJOR BANKING SUBSIDIARIES
RITRITER A A Dah Sing Bank, Limited
RFrR7T (R E) BRAF Dah Sing Bank (China) Limited
RIS RITIRMBR AR Banco Comercial de Macau, S.A.
(FERMAFREITEI12EMHEHBEITZ (Please see pages 307 to 312 of this annual report for respective list
DITPHER ) of branches.)
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BOARD OF DIRECTORS

Mr. David Shou-Yeh Wong
Chairman

Mr. Wong, aged 75, was appointed as the Chairman of the Company
in 2004. He is currently the Chairman of Dah Sing Financial Holdings
Limited (“DSFH”), 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 and
various other companies. He serves as a member of the Nomination
and Remuneration Committee of both the Company and DSFH. Mr.
Wong is the Honorary President of Guangdong Chamber of Foreign
Investors and a Vice President of The Hong Kong Institute of Bankers.
Mr. Wong has over 45 years of experience in banking and finance.
He is the father of Mr. Harold Tsu-Hing Wong, the Managing Director
and Chief Executive of the Company, Group General Manager of
DSFH, Vice Chairman of DSB and DSLA, and an Executive Director
of the Company’s other key operating banking and fellow insurance
subsidiaries.

Mr. Hon-Hing Wong (Derek Wong)
Vice Chairman

Mr. Wong, aged 63, was appointed as the Managing Director of the
Company in 2004 and promoted as Vice Chairman in April 2011. He
was appointed as Director of Dah Sing Financial Holdings Limited
(“DSFH”) in 1993 and promoted as its Managing Director in January
2002. He joined Dah Sing Bank, Limited (“DSB”), a key operating
subsidiary of the Company, in 1977 and has served and managed
various departments before appointed as a Director of DSB in
1989 and was promoted as its Managing Director in 2000 and Vice
Chairman in April 2011. He ceased to be a member of the Nomination
and Remuneration Committee of both the Company and DSFH in
September 2014. Mr. Wong is the Chairman of Dah Sing Bank (China)
Limited and a director of various major subsidiaries of the Group. He
is a Director of Great Wall Life Insurance Company Limited, and a
Non-Executive Director and Vice Chairman of Bank of Chongging Co.,
Ltd. (listed in Hong Kong) in which the Group has a 14.66% equity
interest. Mr. Wong is an Associate of The Institute of Bankers (U.K.)
and a 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.
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Mr. Robert Tsai-To Sze
Independent Non-Executive Director

Mr. Sze, aged 75, was appointed as an Independent Non-Executive
Director of the Company in 2004. He is also an Independent Non-
Executive Director of Dah Sing Financial Holdings Limited (“DSFH”),
Dah Sing Bank, Limited, Dah Sing Bank (China) Limited and Dah Sing
Life Assurance Company Limited. He serves as the Chairman of the
Audit Committee and the Nomination and Remuneration Committee
of both the Company and DSFH, and a non-executive Director to a
number of Hong Kong listed companies as set out below. Mr. Sze is
a Fellow of The Institute of Chartered Accountants in England and
Wales and The Hong Kong Institute of Certified Public Accountants.
He was a former partner of an international firm of accountants with
which he practised for over 20 years.

Apart from the Company and DSFH, Mr. Sze also holds/held
directorships in other Hong Kong listed companies during the last
3 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).

Mr. Andrew Kwan-Yuen Leung
Independent Non-Executive Director

Mr. Leung, aged 65, was appointed as an Independent Non-Executive
Director of the Company in 2004 and Dah Sing Bank, Limited, a
key operating subsidiary of the Company, in 2006. He has served
as a member of the Nomination and Remuneration Committee of
the Company since 2005. He is currently a Legislative Councillor
(Industrial First) and the Honorary President of Federation of Hong
Kong Industries and Textile Council of Hong Kong. He ceased as a
Council Member of the Hong Kong Trade Development Council with
effect from 31 December 2015. He is also a Director of The Hong Kong
Mortgage Corporation Limited, and an Independent Non-Executive
Director of China South City Holdings Limited, CN Innovations
Holdings Limited and Harbour Centre Development Limited.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015
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Mr. Seng-Lee Chan
Independent Non-Executive Director

Mr. Chan, aged 69, was appointed as an Independent Non-Executive
Director of the Company in August 2008 after his retirement in June
2008 as the Chief Executive Officer of Heidelberg China Limited. He
has served as a member of the Audit Committee and the Nomination
and Remuneration Committee of the Company since May 2011. He is
an Independent Non-Executive Director of Dah Sing Bank, Limited, a
key operating subsidiary of the Company, and was appointed in May
2012. Mr. Chan has over 40 years of experience primarily in the print
media industry and has a sound knowledge of the Asian markets,
particularly in China.

Mr. Yuen-Tin Ng
Independent Non-Executive Director

Mr. Ng, aged 64, was appointed as an Independent Non-Executive
Director and a member of the Audit Committee of the Company in
April 2012. He is also an Independent Non-Executive Director of
Dah Sing Bank, Limited (“DSB”) and Dah Sing Bank (China) Limited
(“DSB China”) (the Company’s banking subsidiaries), appointed in
October 2012 and February 2013 respectively. He has served as a
member of the Risk Management and Compliance Committee of
DSB since May 2013. He was appointed as a member of the Audit
Committee, Connected Transactions Control Committee and Risk
Committee of DSB China in February 2013. He was further appointed
as the Chairman of the Remuneration Committee of DSB China in
September 2015. Mr. Ng is also an Independent Non-Executive
Director of Chinney Alliance Group Limited, a public company listed
in Hong Kong. Mr. Ng is an Associate of The Chartered Institute of
Bankers (UK) and a Fellow and an honorary advisor of The Hong Kong
Institute of Bankers. Mr. Ng has 40 years of extensive experience
in banking and financial industry with a focus on the corporate and
institutional banking business management for the last 12 years prior
to his retirement from Hang Seng Bank Limited in 2011.



EEkSEEEABGBN

DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

FHEREE
HHITEE

FHELE 5057 0 R2013F 8 AR EZE AL AR
FRITES - FRA—ZRAUFJRITEEDIT
2 8424538 &»BTMU Nominees (HK) Limited = &
o FR2011 FHETA=ZR R UFJIRTT(F
B) EBAT 2B TR SRAERE
E=Z R R UFJIRITZETRIPT o FHEEH
BESFLUE Y PERITREERBICE -

THEELE
BFRTITHR TR,

FhAE - 465%  R2004FEZFE AR ATIMITE
FWR2011 F4 ABEAREFHIBRITHE
o WA 2000 F MAL QG EEEEHBRBIK
HERITAERAR - N2005FEZ T ARITEEL
MR2010F3 ARZTAESERIER - HIFAK
MASRRAERARRER - AFHRT(PE) A
RAGERPIEERITROBERARZES - £
LER2014F10 A Z T AR S REERINE
EoHALECETHNORERZZEGZES -
BAREERBERNARESEZ A EWERM - £
EERARARAHCREBERATEFEE
EEFELEZRTF -

IRERLE
BiTEE

TS - 555% © R2004F BRI AR ARNITE
F o HFR1995F AR QB EZEENBARIKX
FERTTAR AR ([ KHFRIT)) EAEETHBEE
—B 19T FEAREE - HHEESEERE
M S EBRETE - HERIEEEMARGHE -
THRER2011F5 AEA BRIRITESHIE
FRITHBE - BHARTREREGRAT B
PIEERITIRM BR AR ~ KHFRIT(FEH) BIR
RAIRKIMASREBRARZES - THLER
BEEHE  ABEFFAREHMRAEEREE
REBGHMASEE - TREMABD25FHUH
BB RIBITEEL -

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

Mr. Shoji Hirai
Non-Executive Director

Mr. Hirai, aged 50, was appointed as a Non-Executive Director of the
Company in August 2013. He is currently a Deputy General Manager
of The Bank of Tokyo-Mitsubishi UFJ, Ltd. (“BTMU”) Hong Kong
Branch and a Director of BTMU Nominees (HK) Limited. He served
and managed various divisions in BTMU before his appointment as
the General Manager of Honggiao Sub-Branch of Bank of Tokyo-
Mitsubishi UFJ (China), Ltd. Shanghai Branch in 2011. Mr. Hirai has
over 25 years of extensive experience in corporate banking, as well as
corporate planning.

Mr. Harold Tsu-Hing Wong
Managing Director and Chief Executive

Mr. Wong, aged 46, was appointed as an Executive Director of the
Company in 2004 and promoted as the Managing Director and Chief
Executive in April 2011. He joined Dah Sing Bank, Limited, a key
operating subsidiary of the Company, in 2000, and was appointed as
an Executive Director in 2005 and a Vice Chairman in March 2010.
He is 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.. Mr. Wong was appointed as a member of
The EFAC Financial Infrastructure Sub-Committee, a sub-committee
under the Exchange Fund Advisory Committee (“EFAC”) of the Hong
Kong Monetary Authority, in October 2014. He is a qualified solicitor
in England and Wales and in Hong Kong. Mr. Wong is a son of Mr.
David Shou-Yeh Wong, the Chairman of the Boards of the Company
and Dah Sing Financial Holdings Limited.

Mr. Gary Pak-Ling Wang
Executive Director

Mr. Wang, aged 55, was appointed as an Executive Director of the
Company in 2004. He 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. Mr.
Wang was promoted as the Managing Director and Chief Executive of
DSB in May 2011. He is also a Director of Dah Sing Financial Holdings
Limited, Banco Comercial de Macau, S.A., Dah Sing Bank (China)
Limited and Dah Sing Life Assurance Company Limited. Mr. Wang
is a qualified accountant, a Fellow of The Association of Chartered
Certified Accountants of the U.K. and a member of the Hong Kong
Institute of Certified Public Accountants. Mr. Wang has over 25 years
of experience in financial management and banking.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015
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SENIOR MANAGEMENT

Mr. Nicholas John Mayhew
Executive Director of Dah Sing Financial Holdings Limited and Deputy
Chief Executive of Dah Sing Bank

Mr. Mayhew, aged 48, joined Dah Sing Financial Holdings Limited
(“DSFH”) in 1998 and is currently an Executive Director of DSFH, 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. He serves as the
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 25 years of experience in financial
services both in the U.K. and Hong Kong.

Mr. Eddie Shing-Tat Lau
Executive Director and Alternate Chief Executive of Dah Sing Bank

Mr. Lau, aged 53, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, in 1992. He was appointed
as an Executive Director of DSB in May 2012 and an Alternate
Chief Executive of DSB in May 2014. He is currently the Head
of Commercial Banking Division, responsible for overseeing and
supervising commercial banking business. Besides, he is a committee
member of SME Standing Committee of The Chinese Manufacturers’
Association of Hong Kong in 2015-2016 and an Executive Committee
member of the Federation of Hong Kong Industries Group 18. Mr. Lau
has over 25 years of experience in commercial banking.

Ms. Phoebe Mei-Chun Wong
Executive Director and Alternate Chief Executive of Dah Sing Bank

Ms. Wong, aged 49, joined Dah Sing Bank, Limited (“DSB”), a
key operating subsidiary of the Company, as the Head of Retail
Banking business in February 2012, responsible for the development
and management of overall retail banking, bancassurance, retail
brokerage, wealth management businesses, private banking and
vehicle financing. She was appointed as an Executive Director of DSB
in May 2012 and an Alternate Chief Executive of DSB in May 2014.
Ms. Wong has over 25 years of experience in retail and personal
banking business with other banks operating in Hong Kong, including
Standard Chartered Bank and CITIC Bank International.
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Mr. Vincent Ho-Wing Yau
Chief Executive Officer and Director of Dah Sing Bank (China) Limited

Mr. Yau, aged 53, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Alternate Chief Executive Officer and Head of
Business Development of Dah Sing Bank (China) Limited (“DSB
China”), a key operating subsidiary of the Company, in September
2012. He was appointed as an Executive Director of DSB China in
December 2014 and the Chief Executive Officer of DSB China in
February 2015. Mr. Yau has 29 years of experience in the banking
industry in China and Hong Kong, and had assumed various senior
executive positions in Standard Chartered Bank before joining DSB.

Mr. Eddie Yiu-Fai Kong
Chief Executive Officer and Director of Banco Comercial de Macau,
S.A.

Mr. Kong, aged 53, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Chief Executive Officer and Director of Banco
Comercial de Macau, S.A. (incorporated in Macau) in July 2012. Mr.
Kong has over 27 years of experience in banking and finance business
with other banks in Hong Kong including Daiwa Bank, Standard
Chartered Bank, and had focused on corporate and institutional
banking business management for the last 12 years in DBS Bank
(Hong Kong) Limited before joining DSB.
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We performed well in 2015 with another year of record profits
despite considerable market volatility particularly in the second half
of the year. The Group reported an increase in profit attributable to
shareholders of 8.2% to HK$2,201 million compared with the prior
year.

Our capital position continued to strengthen from internal capital
generation, with Dah Sing Bank’s (“DSB”) overall Capital Adequacy
Ratio reaching 16.7%, and Common Equity Tier 1 capital increasing
to 12.2% as at 31 December 2015.

Despite a mixed year, with strong market conditions in the first half
followed by a high level of volatility in the second half, our banking
business continued to perform well. Our core Commercial, Retail and
Treasury businesses all performed well, although our Commercial
Banking business did experience some increase in credit costs during
the year. Profits from our Macau subsidiary bank, Banco Comercial
de Macau, reached a new high, and the credit quality in our China
subsidiary bank stabilized, following efforts over the past two years
to strengthen credit underwriting and control risks, leading to an
improved performance for the year. Towards the end of the year, our
shareholding in our associate, Bank of Chongqging, was diluted to
14.66%, but its earnings contribution continued to increase, growing
by 10.6% to HK$666 million for the year.

CAPITAL AND REGULATION

We continued to see good progress in building up our capital levels,
as reflected in the higher CET1 and overall Capital Adequacy Ratio
of DSB as at 31 December 2015. 2015 was the first full year of
introduction of the new liquidity rules requiring Hong Kong banks such
as DSB to comply with the new Liquidity Maintenance Ratio (“LMR”),
which has replaced the former Liquidity Ratio. DSB continued to
maintain the LMR at well above the regulatory minimum level for the
year. We believe that our capital and liquidity ratios are maintained
at levels within the market range for our peer banks, and indeed for
banks internationally.

CHANGES OF THE BOARD DURING THE YEAR

There was no change in the Board composition of the Company
during the year.
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FUTURE PROSPECTS

Even at an early stage of the year, we have already seen significant
market volatility in 2016. Whilst the US economy continues its gradual
recovery, European economic growth remains slow, and there are
signs that the Mainland China economy is slowing moderately, as it
moves gradually from an export and investment led model to one in
which domestic consumption plays a greater part. This could continue

to put some pressure on credit quality, particularly for Mainland and
Mainland related lending.
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In our core market, Hong Kong, whilst the property market is showing
signs of weakness, overall employment remains strong, so that at
present an outlook of moderate slowdown seems to be most likely.
At this stage, we expect that this will result in somewhat slower
growth for the banking business this year, but that credit quality will
remain manageable. Macau demonstrates similar trends to Hong
Kong: a weakening economy and softer property prices, balanced by
continuing minimal unemployment and modest wage growth.
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Closing price of Hang Seng Index on 31 December
2356) 2 WK ° 2015.

Closing prices of Dah Sing Financial Holdings

Limited (Stock code: 0440) and Dah Sing

Banking Group Limited (Stock code: 2356) on 31

December 2015.
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FUTURE PROSPECTS (Continued)

Globally, risks remain. The US Federal Reserve implemented its first
interest rate rise towards the end of last year, and further rates rises
are expected this year, although at this stage it seems that rate rises
may be moderate. Mainland China, whilst currently appearing to slow
quite modestly, presents some risk to the downside, although we have
already taken action to control our risks in this area.

In summary, therefore, whilst we see a somewhat slower outlook, with
some risk to the downside, we believe that our core markets of Hong
Kong, Macau and Mainland China will continue to offer opportunities
for us to grow our business in the medium term.

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, 23 March 2016
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Our Group delivered a solid set of financial results for 2015, in
spite of volatility in the markets in the second half of the year.
Profit attributable to shareholders increased by 8.2% to HK$2,201
million, a record for our Group, producing a return of 10.6% on
average shareholders’ funds. The performance of our wholly-
owned businesses was satisfactory overall, especially in view of the
slowdown in the Mainland economy. Excluding the contribution from
Bank of Chongging (“BOCQ”) and the non-recurrent accounting loss
on the dilution of our shareholding in BOCQ, profit attributable to
shareholders increased by 10.7% to HK$1,598 million, reflecting the
improved earning power of the banking businesses that we own and
operate.

A key 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. While we produced
a satisfactory return on equity of 10.6%, an overall improvement
from 7.7% in 2011 although a slight decrease from our return of 11%
in 2014, | would caution, as | have in the past, that generating an
attractive return on equity will be more challenging going forward. The
phasing in of higher capital requirements pursuant to Basel Ill should
see to that, not to mention the introduction of a seemingly unending
swath of rules and regulations, unless banks in general are able to
capture better margins from the products and services provided.

The prospects for 2016 indicate a more muted growth in business
volumes, a continuation of the trend from 2015, with the slowdown
in the Mainland economy likely to affect business sentiment in both
Hong Kong and Macau. Even though the economy is going through a
softer phase in the cycle, we will continue to make investments in our
key businesses for the longer term, in particular in our core banking
business areas that have performed well for the Group since 2011.

As | have explained in the past, the basic banking business is easy to
understand but difficult to execute well. We have strived to maintain
our focus on the key banking tenets to drive profitability including our
deposit franchise, risk-adjusted returns from a diversified portfolio of
loans and assets, non-interest income from serving our customers,
and prudent management of our risks and costs. Amidst the increased
complexity of rules and regulations in financial services, it is vital that
our colleagues not to lose sight of the simple banking tenets, which
continue to be the foundations of our business strategy.
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Despite the intensely competitive markets in which we operate, we are
pleased to report an overall satisfactory performance in our key profit
drivers, including the following:

. Net interest income was up by 11.6% from HK$2,990 million to
HK$3,337 million due to a combination of growth in volumes and
a wider net interest margin.

° Net fee and commission income increased by 9.4%
from HK$832 million to HK$910 million driven largely by
improvements in bancassurance, wealth management, and
securities brokerage, especially during the first half of 2015
when the investment sentiment was strong.

° Net interest margin widened slightly from 1.76% to 1.83%
during the year due primarily to lower deposit costs.

Managing expenses and keeping costs under control are vital in
banking. Managing expenses well means that every dollar we spend
should be aligned with our strategy and priorities. This ought to
ensure that we are spending money appropriately in our key business
areas, investing in the right technologies and products, and focusing
on our customers as well as our people. Despite the considerable
pressure of cost increases and the need for continued investments
in our core businesses, our operating expenses were contained to
an increase of 5.3%. This was moreover outpaced by the increase
of 10.1% in operating income from HK$4,165 million to HK$4,587
million (indicating the effects of “positive jaws”), which helped to
reduce slightly our cost-to-income ratio to 48.8% in 2015. However,
while the quantum in cost increase was moderate in 2015, as we
continue to make substantial investments in our infrastructure and
systems over the next few years, we will need to work smarter and
harder and ensure that our spending is deployed effectively in line
with our business strategies. 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.



AR EEREB N LB ERSFERE - F
NERTEZBRAERRBEBEREMEERE
INRIEIN - H4E7TTIEBAB T LEAE4E9T6
BEAT  REERLEAZE0.75%  HAFKM
R E 5 & P A A TS R B T T sE i e T
EREXIEER  AMBEERNIERELSH
FERASAESR  BEMAROEBNLGEEE
BRDARM - RTERE—ERRERTE &
ENEEENEEERAREAREEERINE
AL -

BERITERETSRRITESE  FARBANERAG
BeTeEEBIL  LLEF EF10.6% CRaTAAR
SEEEEERITHENESEEN 2015 FE/THR
DAL E1%H16.95% R EHEE 14.66% 1M &= £ BUR
AEHHEBIE4T7E60EBIT) - RIFBER
BEERITANEENHE AR ERERAE@MEGE
BF - BRIREAPIFA WS & B E BRI AU
ZRFAXHEEFALAEENTBRE ASER
TS EIEEERT (ERIE R E)) AT E —18
Het AfralERR - Al TR MREEE
EHRTUEE AR AR - URE(BREARE
E)mE  EERTHEFRERAEEDYREE
AgkiZAGHEBEANRBFKEmE - Bt
ZEEDHEERTAL  TTEEZERER
MRFRARETAREEREFIREFTFE

AEBRFMBEEERFAEHBEMNEFTIER -
HERERMOERTRE - BLE20155F 12
HA31H  RFRITHEBEEARTEXR(CAR) A
16.7% - & @ARE — REARFEE(CETI) A
7122% RERK  BMEFTRESELRERE
e BBBBIMEAREERMEE 2 EX
EIRE - REFRESABFEIMNE—PEEEARE

it o

T EBRE-RERTRE

5 R R TR S S
MANAGING DIRECTOR AND CHIEF EXECUTIVE’S STATEMENT

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

A blemish during the year was the small increase in loan impairment
losses and other credit provisions from HK$473 million to HK$496
million with the impaired loan ratio rising to 0.75%, as credit
conditions in the Mainland deteriorated along with the slowdown in
the economy. While we suffered from delinquencies due to some of
our clients’ exposure to the Mainland markets, we are encouraged
that the credit performance of the onshore part of our Mainland
related lending had improved and the overall credit conditions in our
core businesses remained benign. As banking is a risk management
business, prudent credit underwriting will continue to be an area of
important focus for the management team and our Group.

BOCQ continued to deliver good results with a contribution of HK$666
million for the year, an increase of 10.6% over the prior year, before
the deemed accounting disposal loss of HK$47.6 million due to the
dilution of our interest in BOCQ from 16.95% to 14.66% further to its
share placement in 2015. We continued to account for the earnings
of BOCQ on the basis that it is 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 the share of such earnings in our own reported
profit for the year.

The growth in our earnings, coupled with the relatively modest
loan growth during the year, contributed to an improvement in our
capital ratios. As at 31 December 2015, Dah Sing Bank’s total capital
adequacy ratio (“CAR”) was 16.7% and our CET1' was 12.2%. We
will need to hone our ability to generate an adequate return from the
capital deployed on our loans and assets, as we strive to sustain our
profitability and further strengthen our capital base over time.

' Common Equity Tier 1 capital
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We maintained an unvaryingly strong liquidity position, with a liquidity
maintenance ratio of 39.5% in the year and a loan to deposit ratio
of 69.8% at the end of 2015. Most of our funding is from customer
deposits, which quality we have worked hard to improve since we
embarked on our medium-term strategy in 2011, with the goal of
increasing the share of lower cost deposits through a deeper, more
transactional relationship with our customers. Indeed, servicing the
transactional needs of our customers will continue to be a bedrock of
our strategy.

We introduced a set of core values and guiding principles for the
Group along with our medium-term strategy in 2011, 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, who are key to our Group’s ability to create
value for both our customers and shareholders. We are again
delighted that the efforts of our people were recognized by the
market, with a number of awards received during the year in different
areas of our business.

| wish to thank all of our stakeholders — our customers, communities,
colleagues and shareholders — for helping make 2015 another good
year for our Group. In particular, full credit goes to the leaders of
Dah Sing Bank in Hong Kong, including the management of 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 2015.

It has been a privilege to lead the Group and serve you — our

shareholders — as our performance has improved steadily over the
past few years.

Harold Tsu-Hing Wong
Managing Director and Chief Executive

Hong Kong, 23 March 2016
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HBRE FINANCIAL HIGHLIGHTS

REFEEWHRAREMIINTE

The highlights of the Group’s consolidated financial performance for
the year are summarised in the table below:

2015 20144 g
2015 2014 Variance
FEE Net interest margin 1.83% 1.76%
BEAT HK$ Million
BEUA Operating income 4,586.9 4,165.0 10.1%
BRI EEERT 2 Operating profit before
BIE impairment losses 2,347.3 2,037.7 15.2%
MERREEEE 2 Operating profit after
B E R impairment losses 1,850.9 1,564.7 18.3%
R A% AR A1 Profit before taxation 2,508.7 2,258.9 11.1%
% SR P A3 A Profit attributable to shareholders 2,200.6 2,033.6 8.2%
EFEX Advances to customers 109,625 105,230 4.2%
EPEER Customers’ deposits 150,848 142,580 5.8%
BEITHIFRE Certificates of deposit issued 6,232 6,110 2.0%
FRaEs Total deposits 157,080 148,690 5.6%
BIEEW Subordinated notes 5,320 5,432 -2.1%
AESE Total assets 196,032 185,328 5.8%
aEAR Total liabilities 174,549 165,372 5.5%
RERES Shareholders’ funds 21,468 19,941 7.7%
SFR BB Net interest income/operating income 72.7% 71.8%
ARSI A B Cost to income ratio 48.8% 51.1%
T4 A E R Return on average total assets 1.2% 1.2%
FHREREE S EH Return on average shareholders’ funds 10.6% 11.0%
BER(TRIEESER)HEX Loan (excluding trade bills) to deposit
(BIRERBEITHIFNE) L= (including certificates of deposit
issued) ratio 69.8% 70.8%
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FINANCIAL REVIEW

2015 was a relatively difficult year for the global economy, with
growth remaining subdued. Growth in Mainland China continued to
slow, although well above the global average, whilst the Hong Kong
economy also began to show signs of weakness, with the local retail
sector and the trade business both being impacted. Market conditions
remained volatile, with significant swings in local and Mainland equity
markets, and in currencies, in particular the RMB in the second half
of the year. The US Federal Reserve implemented its long expected
first increase in short term interest rates in December. Local liquidity
conditions in Hong Kong, however, remained benign during the year.

Against this relatively challenging background, we are pleased
to announce that our profit attributable to shareholders for 2015
increased by 8.2% to HK$2,201 million. Our associated company,
Bank of Chongging (“BOCQ”), delivered a stable performance, with a
contribution of HK$666 million, up by 10.6%.

In 2015, we continued to build on the platform that we established
in 2014, with encouraging results, although it is notable that growth
in the second half of the year was slower than that in the first half.
Whilst the slowing Mainland economy has impacted our business,
with higher credit costs experienced, to date the credit quality of our
Banking Business remains strong and credit costs manageable in
relation to the scale of our overall business.

All our core revenue lines achieved growth, with 10.1% growth in
total operating income and 15.2% growth in overall pre-provision
operating income, despite more modest volume growth, with loans
and advances to customers increasing by 4.2%. Despite lower
reversal of some credit provisions, operating profit after impairment
losses increased by 18.3%. Profit attributable to shareholders was
up 8.2% with lower net gain on fair value adjustment of investment
properties following the slowdown in the local property market, and in
part affected by the HK$47.6 million accounting deemed disposal loss
on the modest dilution of the Group’s interest in BOCQ.

Net interest income grew by 11.6% from HK$2,990 million to
HK$3,337 million due mainly to improved interest margin and
moderate volume growth. Net fee and commission income increased
by 9.4% from HK$832 million to HK$910 million driven by the strong
performance from our wealth management business, including our
local Hong Kong broking business, as well as from FX and other
treasury products for both our retail and commercial customers,
particularly in the first half of the year. Overall net trading income
decreased by 2%.
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FINANCIAL REVIEW (Continued)

We reported an overall increase in operating income by 10.1%.
Operating expenses were well controlled, with a modest increase of
5.3% on 2014, well below the growth in operating income over the
same period, resulting in an improvement in the cost to income ratio
for the year from 51.1% to 48.8%.

Despite the relatively challenging economic conditions in the year,
overall credit quality remained benign. Whilst overall loan impairment
losses and credit provisions increased slightly from HK$473 million to
HK$496 million, the increase was due to a lower level of write-back of
bond impairment charges compared with 2014. Total loan impairment
charges were lower than 2014.

Further to the announcement by BOCQ in June that it was making
a placement of shares to investors (the “Placement”), it announced
on 23 December 2015 the completion of the Placement, albeit with
a somewhat lower number of shares than originally anticipated. The
Placement raised gross proceeds of approximately HK$3.2 billion,
and due to the lower number of new shares issued than originally
anticipated, our shareholding was modestly diluted from 16.95%
to 14.66%. Upon completion of the Placement and a dilution in
our shareholding interest which in accounting terms is a deemed
partial divestment, and given that the price set for the Placement
was lower than net asset value of BOCQ at the point of completion,
an associated accounting loss of HK$47.6 million arising from the
dilution was recognized.

The Group’s return on equity (“ROE”) edged down slightly from 11.0%
to 10.6%. Excluding the exceptional accounting loss on the modest
dilution of interest in BOCQ of HK$47.6 million, normalized ROE in
2015is 10.9%.

Total assets of the Group reached HK$196 billion, an increase of 6%
over 2014. Shareholders’ funds as of 31 December 2015 stood at
HK$21.5 billion, up 8% on 2014.

As at 31 December 2015, Dah Sing Bank’s (“DSB”) consolidated total
capital adequacy ratio was 16.7%, and its consolidated CET1 ratio
was 12.2%, versus 16.3% and 11.4% respectively as of the end of
2014.
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HIGHLIGHT OF BUSINESS PERFORMANCE
Personal Banking

Our Personal Banking business, serving the consumer finance, vehicle
finance, retail banking, VIP banking and private banking market
segments of Hong Kong, continued to perform well in 2015 with broad
based fee income and balance sheet growth. This was largely due to
the execution of the customer focused strategy of upgrading our VIP
platform and using banking service bundle to meet the needs of the
target customer segments.

The continuous upgrade of the VIP service platform has enabled
Personal Banking to help customers better review and manage their
portfolios for better risk management and capturing opportunities
against the higher market volatility. Wealth Management income grew
by 19%, and growth was particularly strong in foreign exchange fee
income, securities income and insurance sales. Enhanced services
rolled out in 2015 included enriched FX market commentary with
specialists’ support, enhanced VIP wealth management loyalty
scheme, and customer events addressing the wealth management
needs or goals in life of different customers. Our online transaction
capabilities were also extended to include IPO bonds. We continued
our efforts to expand and upgrade our retail securities services, with
encouraging results: securities fee income increased significantly
when compared with 2014, with a very high proportion of the
customer securities dealing traded through our online and mobile
securities trading channels. As of the end of 2015, we had a total of
35 retail securities centres in our branch network which provide a
channel in promoting our retail securities service and new customer
acquisition.

Our efforts in wealth management services were recognized by
receiving various awards, including “Outstanding Brand Award
— Wealth Management Services” by the Economic Digest 2015,
“Excellent Brand of Mobile Securities Services, Banking Service” and
“Excellent Brand of On-line Securities Services, Banking Service”
of Hong Kong Leaders’ Choice by Metro Broadcast, “Best Investor
Education Website Award, Shanghai-Hong Kong Stock Connect” by
the Hong Kong Exchanges and Clearing Limited and “Outstanding
Financial Management Planner Award” by the Hong Kong Institute of
Bankers.

In the year, our Personal Banking achieved solid growth in loan and
deposit balances when compared with 2014.



ES e
REVIEW OF OPERATIONS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

EBERABE@ HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)

B ASRAT (a0 Personal Banking (Continued)

REREIERIESERE  RITEMRGAIRIGEE Banking products bundling, supported by digital development, was
—SHERER  FAETBEEZEEHEHN further promoted and enhanced to enable mass market customers
RITIRTS - FRAEBEGEERNELBBME to enjoy the extra banking convenience and service. Transactions of
HEETHRSINVETIEN > RMERPE Z(Z these customers using our bundled products also increased via all the
RINERE - &R XEBNRBBITEFALE channels, reflecting the stickier relationship. Our mobile banking users
Rii—F MEREBMBAPNFANTERS nearly doubled and active internet users also grew by over 14% in the
14% - NEBER [BHIEH | REEHREB A year. Our “YOU Banking” service, targeting at the young customer
AR R EmEEETRITSSNFEREF segment mainly using online and mobile channels for banking
B ZEIRIGAF N #F IR B iR1TIRIE ) transactions, was also enhanced in the year with new mobile banking
BEMERF - ZIBEREHETERL » B(EARN capability. The service gained market recognition, with the CAPITAL
FEGEMEE L RIBITRIS) 88 - magazine giving us with the “Outstanding New Generation Banking

Service” award.

BN FREREREEAENRER  BITAKS We actively promoted our personal loan products during the year,
HEEEEES RS TS H R AN EAER RS with attractive promotion activities to raise market awareness of
BIE - SRS TS AU IS K ER - Ih our personal loan services. The marketing campaign in the year
SRS - BRI A B [ S MERITAL was effective in generating new business and gained good market
ANEFIRE MR ] RCEARZZ)BE [GHHEAE recognition with the awards of “Excellent Brand of Bank Personal
BIRITIRG ] 5238 - Loan” by Metro Broadcast and “Outstanding Personal Loan Banking

Service Award” by the CAPITAL magazine.

RNEBRERRERUIBEALRIZINN16% © BEN The balance of our credit card receivables grew by 16%. Riding on
EEMEAREPER  AEEELHEBERR our credit card customer base, we launched our e-Shopping Butler
% REZENSLEEDRE  ESTEVRER Service, with comprehensive online shopping insurance, e-shopping
REREFEVRY - AEETME—FHEANRA delivery and e-shopping wallet services. We also partnered with
AE BRUGRHAER 2ETEAREBRA a telecommunication company to offer exclusive Dah Sing Credit
FERREERS - ZMIBAIFIRIES E BEER Card Top-up service via a sim-based mWallet. These two innovative
BAEPRESREERZEZNHBER - initiatives provide customers with hassle-free and secure spending

experience via digital channels.

AEBTEEFHEMNEELEZRERY - EX The asset quality of our retail lending portfolio remained benign, with
iR R R EREBRGEEESEKTE - EFURNE the loan delinquency rate and loan loss rate staying at relatively low
BERE N RN EEIREAE RS SIE AT levels. The increase in the loan impairment charges was mainly due to
o increases in the balance of unsecured personal loans.

RNEBBEHEITOITREZECRENEME We continued our branch network upgrade and relocation programme
SENERE MIREE TN EFER - )R20154F with the objective to improve our services and offer better customer
KR AEBZDITHREREREBZ 4617 experience. At the end of 2015, our branch network included 46 retail
21 MBEEE PO NIEEEEZHH L branches in Hong Kong, with 21 VIP centres and 35 securities trading

centres.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Commercial Banking

Commercial Banking achieved satisfactory growth in loans and
deposits in the year, although cross-border financing demand had
slowed down, which had led to a contraction in our trade bills balance
when compared with 2014. Traditional trade business and loan
balance continued to record growth in 2015.

Net interest income was up 17%, driven by the higher loan balance
and higher net interest margin, as we had achieved improving loan
yield and reducing the cost of deposits. Non-interest income was
stable relative to 2014.

Due to the slowdown in the growth in the China economy, weak global
demand and also the depreciation of RMB in 2015, some of our SME
customers encountered financial difficulties in 2015, which had led
to a higher level of loan loss provision booked by our Commercial
Banking business.

To support the growth of our transaction banking and product
capabilities, and service to customers, our Commercial Banking
business continued the effort and investment in strengthening the
Bank’s IT system and operational processes particularly for the trade
finance, factoring, channel and cash management services. Our
reengineering program was launched to improve cut-off and turn-
around time for remittance, while our trade system capabilities and
services were further enhanced. Our i-banking platform with mobile
apps capabilities was upgraded to provide added convenience and
access to our commercial customers.

With our effort to promote our products, customer services and
corporate profile in the commercial banking sector we achieved
improvement in our brand recognition and further diversification in our
customer base and revenue sources.

Our services and dedication to customers were recognized by the
market and customers. During the year, we have won five awards
from various industry bodies, with good market recognition including
extensive media coverage. The awards include:
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Commercial Banking (Continued)
° “Elite Award — Best Commercial Banking” from Ming Pao Weekly

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

o “Best SME Service Award” from CAPITAL Weekly
° “Best Commercial Banking Award” from Metro Prosperity

. “Internet Banking Services Award” from CAPITAL magazine

To support a wide range of SME events and conferences in Hong
Kong, we were the platinum sponsor for the Hong Kong Award for
Industries, aiming to recognize the outstanding achievements of Hong
Kong enterprises in their move towards high-end technology and
value-added activities. We were also the sole sponsor for the World
SME Summit organized by The Hong Kong General Chamber of Small
and Medium Business (“HKGCSMB?”) at the 2015 World SME Expo
for three consecutive years and also for the Jessica Run. Overall, we
are keen to support SMEs and are committed to serve our customers
by providing a comprehensive range of value added services and
products, and to grow with our customers in the years to come.

Treasury

Our Treasury division recorded another strong year in 2015, due
mainly to much stronger net interest income, despite a lower amount
of write-back of credit provisions when compared with 2014.

Markets generally were volatile in 2015, with particularly sharp
movements in both currencies and equities. Bond markets fluctuated
during the year, but medium term interest rates ended the year only
slightly above the level at which they started, despite the US Federal
Reserve raising the Federal Funds Target Rate in December. After
a steady first half in 2015, the RMB, both offshore and onshore,
depreciated sharply in August, resulting in severe volatility in what
had previously been a relatively stable currency. Similarly, after a
strong start to the year, Hong Kong and Mainland equity markets both
fell sharply in the second half of the year. The high level of volatility,
particularly in the second half of the year, resulted in lower volumes
of trade conducted by our Treasury, but the strong accrual income
during the year balanced this to allow for an overall result for the
year which was slightly better than 2014. Again, a cautious approach
was maintained relating to the management of liquidity, and the new
standards on liquidity were prepared for and comfortably met. Interest
risk was also managed conservatively bearing in mind the rising
direction of short term interest rates in the second half of the year.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Treasury (Continued)

Efforts were made to collaborate more closely both with our
Commercial Banking division and our Retail Banking division in
offering a range of treasury related products and services to better
serve their customers’ needs.

We continued to rebalance our securities portfolio in the usual course
of business, and were able to realise disposal gains of HK$17 million
for the year.

Banco Comercial de Macau

Banco Comercial de Macau (“BCM”) provides a comprehensive
range of commercial, retail banking and bancassurance products and
services to local customers in Macau. As of the end of 2015, BCM
operated a total of 14 branches in Macau.

Although Macau experienced a contraction in the gaming revenue
and therefore local GDP in 2015, further to the slowdown in the local
economy recorded in 2014, BCM achieved a set of stronger business
and financial performance in 2015. BCM’s total assets grew by 7.4%
compared to the end of 2014. Loan balance and customer deposits,
relative to the end of 2014, were up 5.2% and 7.4% respectively.

BCM'’s profitability further improved in the year, with net profit on
group reporting basis (adjusting for amortisation of intangible assets
recognised at the initial acquisition of BCM and some Group level
adjustments) up 18% on 2014. Most financial performance metrics
improved when compared with 2014, as reflected in higher asset
yields, lower funding cost, higher non-interest income and benign
asset quality. Operating expenses were well controlled.

The growth in the loan portfolio was driven by commercial lending,
working capital finance and consumer finance. A moderate growth in
mortgage loan was recorded. Deposit growth was broadly diversified,
with the growth in low cost current and savings deposits and tight
control on fixed deposit cost contributing to the improvement in the
overall cost of funds.

BCM continued to promote its SME, retail securities trading, credit
card and vehicle finance businesses to broaden its customer reach
and enhance its services to the local community.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
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’s financial performance improved in 2015 despite the
more challenging operating environment in China. With the adoption
of more stringent credit underwriting and control standards since
2014, credit cost incurred in 2015 was lower than 2014. To properly
manage credit risk and also due to the tighter credit approval criteria,
DSB China’s loan portfolio at the end of 2015 contracted when
compared with the balance at the end of 2014.

DSB China continues to operate 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 Qianhai, offering a variety of
commercial and retail banking lending, deposits and related banking
services to our customers in China and customers that have China-
Hong Kong cross border banking needs.

Bank of Chongging

Bank of Chongging (“BOCQ”) is the leading city commercial bank
in Chongqing. Chonggqing is the largest city in Western China with
a population of over 33 million people, and is one of the 4 leading
municipalities in China reporting directly to Beijing. BOCQ operates a
branch network of around 130 branches and sub-branches, including
branches and sub-branches in Chengdu, Guiyang and Xian.

BOCQ'’s business performance and financial results in 2015
improved, as reflected in its 12% net profit increase over 2014, and
return on equity at 17%. Loans and deposits grew 17% and 19%
respectively on 2014. Other key financial and performance metrics
were solid, with a loan to deposit ratio at 62.6% and a non-performing
loan ratio at 0.97% at the end of 2015.

BOCQ completed its share placing towards the end of 2015, raising
HK$3.2 billion gross proceeds of new equity. This helped to improve
BOCQ’s capital adequacy ratio, which stood at 11.6% at the end of
2015.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Bank of Chongging (Continued)

Following the completion of BOCQ’s IPO in late 2013 and its share
placing in late 2015, our interest was diluted from 20% to 16.95%
in late 2013, and further reduced to 14.66% at the end of 2015. Our
share of BOCQ net profit continued to be recognized on an equity
accounting basis, with the total amount of our share of BOCQ net
profit increases from HK$602 million in 2014 to HK$666 million in
2015, an increase of 10.6%. With the further dilution of our interest
in BOCQ in late 2015 and the placing price concluded at a level
below the net asset value of BOCQ, an accounting loss of HK$47.6
million on the deemed disposal of a part of our interest in BOCQ was
recognized, which had been incorporated in our 2015 results.

RISK MANAGEMENT

During the year, we enhanced our capital management policy and
the setting of capital targets, upgraded our capital planning process
and related stress test as part of the overall capital management
structure and compliance to meet the new regulatory capital
requirements coming into effect in 2016, which is a part of the overall
implementation of the Basel Il capital standards. A comprehensive
recovery plan was developed and adopted in the year to follow the
new regulatory rules applicable to Hong Kong banks. Continuing
effort and progress were made in the year to improve credit approval
and credit administration processes to achieve improvement in credit
controls and work efficiency.

On the anti-money laundering (“AML”) front, we continued to
strengthen our AML risk management framework including
management oversight, policy and procedures, operational processes
and staff compliance culture.
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EXRRBEE CAPITAL AND LIQUIDITY
20154 20144

rEH The Group 2015 2014
HEBSRITZ A AR (LAGE BT Capital base of banking subsidiaries

—"W12A31H (HK$ million) — at 31 December
— LR R — Common Equity Tier 1 15,840 14,443
——% — Tier 1 15,840 14,443
— — Tier 2 5,855 6,226
HIRE 2 BARE TS5 Total capital base after deductions 21,695 20,670
BT R Capital adequacy ratio*
— LR R — Common Equity Tier 1 12.2% 11.4%
——% — Tier 1 12.2% 11.4%
— B - Total 16.7% 16.3%
TMENEEMRFLE REEELE Liquidity maintenance ratio/Liquidity ratio

(FEFH)~ (average for the year)** 39.5% 45.3%

* 2015F 12 A31H X2014F 12 A31AZ & AT 2
Lt TR EFIRITRAR & R (BIERF R R 1T
RARFRIT(FE)) RBZBERITE (BEXR) KA
BB ZERIGE N ERFAAENGELE - ZRE
BARF R RO EDE R TIEERRIER

B -

** BB E RS LR LR BN E E L R TR K iRAT
(BIERPIEERITRAFRT (PE)) RITBF
E+ZEARNEER 2 FHIRA R EERITL
R/ RBEELENEEFLSETE - RBEE
HI L RIBER 201591 A1 B EBRCGRITE
(FREVE)BADETHE - RBEEL XD ERITE
GBI 4 RN TR -

RBEME  AEBRBETIERERMAHEE
BARBRAEHZB AN G ZRAR - #RREN
BARAFRILE -

RAMZABDEEAAXFT - BERE MR
T URFASBRERERASESRERN
BEESR  ARERBFAREERRRZAD
BELEK -

ke

The capital adequacy ratio as at 31 December 2015 and 31 December
2014 represents the consolidated position of DSB (covering BCM and
DSB China) computed on Basel Il basis with reference to the Banking
(Capital) Rules. This consolidated capital adequacy ratio takes into
account market risk and operational risk.

The liquidity maintenance ratio and liquidity ratio are calculated as the
simple average of each calendar month’s average consolidated liquidity
maintenance ratio/liquidity ratio of DSB (covering BCM and DSB China)
for the twelve months of the financial year. The liquidity maintenance
ratios are computed in accordance with the Banking (Liquidity) Rules
effective from 1 January 2015. The liquidity ratios are computed with
reference to the methods set out in the Fourth Schedule of the Hong
Kong Banking Ordinance.

The Group’s banking business maintained healthy capital adequacy

ratios over the past two years whilst the Group pursued its growth

strategy and implemented changes to comply with the new regulatory

capital rules.

Our Group continued to maintain throughout the year a 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.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015

29



30

E Y C1) =
REVIEW OF OPERATIONS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

ADER
AEBMBEINREBEGAEENESRA R
BEE - N2015F - AEBERRE _f@ [HEEE
8 BRHERBEAEIERFERREBEA
SEESRARBEEERNET - KEBMINRNE
B SREEREYBERAIKEERZE
fRLAREE °

FREB THMAARNR —ERNRE/AEEDE
L) —E5 © 20154 - REEHEH S IEH
Y EERBREIREASE RN E
BRE - HHBEHNR] ZEEMIRRAEED
EXEZHEE -

BAE— S insa B EEE 2 EEBEEXE - B
20154  AEEBEHETREEE  BAFXE
E R EWREBEEIEINE TEF - AXEE
FEMEREZIIER  AEE2HEAKARTER
CABLZEGHRYREERREEZHAEE
K[ FEL B L MIE | 2015/2016 FE AR T H5E
@Jo

NE B JEBest Practice Management Groupi% ¥
2015 FFEI HEXBERR—(EEME] - ZHIE
e R B E TR E AR T B AT L AR
ZRE - TEEEFFEDNEREREE - =27
BHRESIEREEN —HD o REEITRRE
Best Practice Management Group 782 2015 &
EISEEBERR - CELER] BETAR
SEEBEHENEESRAILREERMEL BARLR
BAZ TEER - SRR S TRULNE S -

RIRITEEERRTF] | 2015F 540

HUMAN RESOURCES

We continued to make efforts to inculcate the Group’s guiding
principles and values in our employees. In 2015, we ran the Unsung
Hero Awards program for the second year to show appreciation and
recognition to staff members who live and exemplify the Group’s
guiding principles and values in their daily work. We also held a photo
contest with the winners showing their understanding of the guiding
principles and values and what they mean to them.

Growing with employees through mutual commitment is a part of
the Group’s corporate mission. In 2015, we launched a number of
new training programmes and enhanced the existing programmes to
cope with the Group’s changing business needs. Workshops were
redesigned and run to continue to reinforce our corporate culture.

We furthered our effort in fostering a caring culture throughout
the organization. In 2015, we have introduced voluntary service
leave, enhanced our group insurance schemes and implemented
initiatives to promote staff wellness. To support a breastfeeding-
friendly workplace, we participated in the “Say Yes to Breastfeeding”
Community Support Campaign 2015/2016 launched by UNICEF HK
in collaboration with the Food and Health Bureau and Department of
Health.

The Group was presented with “The Best Practice Award 2015 in
Employee Care” by The Best Practice Management Group. The award
is a recognition of the Group’s commitment to promote work-life
balance which is an integral part of living a healthy life, enhancing
motivation and bringing about greater work satisfaction. We also
received “The Best Practice Award 2015 in Corporate Culture
Development” which recognizes the Group’s effort in building a
committed and engaged workforce aiming at improving the well-being
of our staff based on the Group’s six guiding principles and values.



E Gl
REVIEW OF OPERATIONS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

ABER ®) HUMAN RESOURCES (continued)

NEBNBBEE T FRET SSRGS E The Group is honoured to receive the “10+ years Caring Company”
[ AERE] BE  RRAANEENRTELSE award from the Hong Kong Council of Social Service in recognition
ENAEE o hOD  BRIFIERSIM AT EEIEE of our commitment to corporate social responsibility. Also, we were
P& RB201415FE B2 FEE | RAEKE granted the “2014/15 Good MPF Employer Award” by the Mandatory
B 71 hfE B RNEN T EATES A - Provident Fund Schemes Authority as a recognition of the Group’s

efforts in enhancing the retirement benefits of employees.

BEMNRNEBNES B NRPEITHISH EFIE To cope with business growth covering the Hong Kong, Macau and
REIEEBEM R EHFICENTMEANE China markets, and the increasing demand for human resources
IRESRMBRIE I - AEER2015F 2 E T AL to strengthen our capabilities in both business units and support
HE—BIE - ETAEA2014FFK 22,482 A functions, the Group’s headcount further increased in 2015, with the
EINZE2015FFK, 22,619 A © total number of employees of our Group increasing from 2,482 at the

end of 2014 to 2,619 at the end of 2015.
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CORPORATE GOVERNANCE PRINCIPLES AND
PRACTICES

The Board of Directors (the “Board”) and the Management of Dah
Sing Banking Group Limited (“Company” or “Group”) are committed
to the maintenance of good corporate governance standards, which
is essential for delivering sustainable value, enhancing a culture
of business integrity and maintaining investors’ confidence. Good
corporate governance promotes and safeguards the interests
of shareholders and other stakeholders, thereby enhancing the
credibility and reputation of the Company.

Throughout the year ended 31 December 2015, the Company has
applied the principles and complied with all code provisions as set
out in the Corporate Governance Code (“CG Code”) under Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) with the exception
of code provision A.4.1 as explained in the following relevant section.
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 CG Code.

BOARD OF DIRECTORS
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.
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BEg W BOARD OF DIRECTORS (Continued)
EEgwm The Board (Continued)
EEECOHEEASENREB AR TER The Board has delegated the day-to-day responsibility of running
B UHEBEETEECBEXTIRAZES the Group to the Management, and has delegated responsibility for
(FEBHERUTEE) ° *ETJ*%%AH’&%%BIZE certain matters to a number of committees, which are described
% CETEHAKLESTSIEKRERARAESZ T more fully in the following sections. As defined in the Board’s
BERTEEEE T ZEeEEE - 52%1%5.75 terms of reference, there are a number of matters which require
EEBF the deliberation of the full Board, and may not be delegated to the
committees of the Board or the Management. These reserved matters
include:
- KB B IF MR A flE R B - setting and overseeing the objectives and strategies of the
Group
- BRAEEEENEBAE  ERRBE LY - approving annual budget and business plan, and monitoring
1751 & performance and execution of plan
- [B\ B E IR - risk governance
- EREEENZINER  UABEER - appointment and oversight of senior management, and ensuring
BB BT competent management is in place
- B CEBEENIZE - setting corporate values and standards
- HEEE MEAFAENDERE - ensuring a suitable and transparent corporate structure
- HeFEGRZ NEbE T MNP ES 1% - ensuring effective audit function and internal control
- WETERE BENEAREEZEE BN - ensuring an appropriate level of effectiveness in respect of the
structure, operation and risk management
- BREEZERRIAMNESFSHENREHR IR - matters involving conflict of interest of substantial shareholders
2 or any Director
- EBERWENEEFBECGEARIBEEBIE - material acquisition or disposal of assets (not in the ordinary
VEZTEE) - BB NEFER business or operation of the Company), investments and
business reorganization
- ZAZEFRERZESFHIESFEEZESE - appointment of Directors and also appointment of individual
K 8 Directors as the chairman or members of Board Committees
- FIEMBRTEEE AR ERZOEE - corporate governance functions in respect of the development
Vg T and review of policies and practices on corporate governance
BEES2HEMK Board Composition
EEHIREETHAK 2RlABTES(H The Board comprises 9 Directors, namely Messrs. David Shou-Yeh
TESR]) ETEKE(ER)  ZEEAKLE(FIE Wong (Chairman), Hon-Hing Wong (Derek Wong) (Vice Chairman),
JB) s FHRESE(EFAEERTHRER) LT Harold Tsu-Hing Wong (Managing Director and Chief Executive)
BEEE FRTES((FNTES) FTHE and Gary Pak-Ling Wang as Executive Directors (“EDs”), Mr. Shoji
SR BB IEHITEE ([ B IEHITES ) Hirai as Non-Executive Director (“NED”), and Messrs. Robert Tsai-
BT E  REESLE  REBEFTERRRE To Sze, Andrew Kwan-Yuen Leung, Seng-Lee Chan and Yuen-Tin
Sk - BFESEEREBYE - URREELS Ng as Independent Non-Executive Directors (“INEDs”). There is a
VERBZRE  VEEEEEA TN NG ERER strong independent element in 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.
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BOARD OF DIRECTORS (Continued)

Board Composition (Continued)

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
9. The Company has maintained on 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 NEDs
(including INEDs), setting out the terms and conditions of their
appointment.

Chairman and Chief Executive

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 single individual should have
unfettered powers of decision.

The roles and objectives of the Chairman, Mr. David Shou-Yeh Wong,
and the Chief Executive, Mr. Harold Tsu-Hing 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. Mr. David Shou-Yeh Wong is the father of Mr.
Harold Tsu-Hing Wong.
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BOARD OF DIRECTORS (Continued)
NEDs (including INEDs)

The Company has 1 NED and 4 INEDs. Each of the INEDs 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 INEDs who
possess the appropriate professional qualifications and experience.

Pursuant to code provision A.4.1 of the CG Code, NEDs should be
appointed for a specific term, subject to re-election. The NEDs 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.

NEDs, 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 NEDs make valuable contribution
to the development of the Company’s strategy and policies through
independent, constructive and informed comments and suggestions.

Board Process

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 meetings and
the annual general meeting in 2015 are set out in the following section
on Attendance Record.

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 7 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
NEDs (including INEDs), without the presence of the EDs and other
Management staff, to facilitate open and frank discussion on issues
relating to the Company.
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BOARD OF DIRECTORS (Continued)

Board Process (Continued)

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.

Corporate Governance Functions

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

To develop and review the Group’s policies 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 CG Code and
disclosure in the Corporate Governance Report
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%%%(g) BOARD OF DIRECTORS (Continued)
TEERREE @) Corporate Governance Functions (Continued)
2015 EFSEITUTLEERRE ¢ During 2015, the Board performed the following corporate

governance matters:

— HOE2014FREEARE Approved the Corporate Governance Report of 2014

- EHRSWREEESTUEERREIER - Reviewed and discussed the new requirements on CG Code on
NEREEYE 2 FTHR A Risk Management and Internal Control
—  HOERIEET 2 NEHE B ESTE MK FETE S - Approved the revised Guideline on the Control and Disclosure of

Inside Information

- BUERER 2 SERQRIEERERE - Approved the revised Policy on Intra-Group Exposures

- WEREICESSERBKREER - Approved the revised board governance policy and procedures
BEERHFRSZTA Code for Securities Transactions by Directors
KABCEA—EBTHTEBIERTEN LT The Company has adopted its own code for directors’ securities
HEBDHEE 10 LB ITAEZESZHTB AL HHE transactions (“Directors’ Dealing Code”) on terms no less exacting
ESFRIY ([BASFRY ) SR T ESHTH than the prevailing required standard set out in the Model Code for
AR SNESHEHFR ST ([EERHFH]]) » Securities Transactions by Directors of Listed Issuers (“Model Code”)
LRARREREHEEERE  BECEIN under Appendix 10 of the Listing Rules. Following specific enquiry,
HZE2015F12 A31HIEFE » BB FUEEST the Directors of the Company confirmed that they had complied with
BADRARBIZEER ST © the required standard set out in the Model Code and the Directors’

Dealing Code during the year ended 31 December 2015.

EERERES Appointment and Re-election of Directors

FBEZTHEMBRR TR ES  BREEST A director appointed to fill a casual vacancy shall be subject to
BZBERBRERE FHBERER - RECEER election by shareholders at the first general meeting after his/her
SFRIZSFRIESCA42TF - BREEZ(BIERE appointment. Pursuant to code provision A.4.2 of the CG Code, every
EAHNES) 2L EIFEHREM - FTEFT director, including those appointed for a specific term, should be
FEREZTERE AR T —ARERFES subject to retirement by rotation at least once every three years. All
BARNRIRRIER - IEEMESELANES new Directors are subject to election by shareholders of the Company
FERT1R - at the next annual general meeting after their appointments have

become effective. All other Directors of the Company are subject to
retirement by rotation at least once every three years.
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BEEgmw BOARD OF DIRECTORS (Continued)
EEgRE Delegation by the Board

EFeB TXERALFNEZES EREE The Nomination and Remuneration Committee and the Audit
e U EEeETARS - Committee were set up under the authority of the Board, to assist the
Board in carrying out its responsibilities.

o

A

e REEZNTMEEeUREXETEESHA The current composition of the Board, the Nomination and
ZEBHEEFEYIMT Remuneration Committee and the Audit Committee is as follows:
=g Board
HITES EDs
FFE(ERE) David Shou-Yeh Wong (Chairman)
%Eﬁi( BlERE) Hon-Hing Wong (Derek Wong) (Vice Chairman)
A (EERKBFITHAE) Harold Tsu-Hing Wong (Managing Director and Chief Executive)
£1El>§ Gary Pak-Ling Wang
FBTES NED
FHER Shoji Hirai
hva T= INEDs
s Robert Tsai-To Sze
REE Andrew Kwan-Yuen Leung
BRI Seng-Lee Chan
RIRH Yuen-Tin Ng
Nomination and
RERFMZEE Remuneration Committee EREES Audit Committee
hva 7= INEDs hvi 7= INEDs
SBME(ERE) Robert Tsai-To Sze (Chairman) e EMI(EE)  Robert Tsai-To Sze (Chairman)
REE Andrew Kwan-Yuen Leung PR B ) Seng-Lee Chan
bR s 1 Seng-Lee Chan RIRH Yuen-Tin Ng
TES ED
B David Shou-Yeh Wong
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%%g(?ﬁg) BOARD OF DIRECTORS (continued)

EEREREAIRIEI Induction and Training for Directors
AARERFTEENESRHESREFRELR A newly appointed Director is provided with a Director’s induction
NEIZER  YHERBELEN  UWHERES handbook and materials relevant to the Company and briefed by the
HAREEREEREFROEESIER - AR Management to ensure that the Director has a proper understanding
BEARFEEERERNRE THEE - KRETR of the operations and business of the Group and that he or she is
M EE YRR IR | THESE  IURREE aware of his or her responsibilities under the laws and applicable
ERMABESEEREE - RBEBRGIT a8 regulations. The Company also organized continuous professional
& o development and training to its Directors to ensure that they are fully

aware of their responsibilities under the applicable laws, rules and

regulations.
EEHR2HEBESEYR TR EFHESAH Directors participated in continuous professional development to
LI - RFEN  ARBAESLZHENE - develop and refresh their knowledge and skills. During the year, the
BESHE R ARMERHEEN2015FTES Company has organized board briefings for Directors. All Directors
B MECER o provided to the Company Secretary a record of the training they

received in 2015.

ZBEENFEANCET T &EE 2527 The Directors received trainings on the following areas during the
year:
b
Training Areas
%/
iy
EER EERTE =
Business/
Corporate Financial/
= Directors Governance Regulatory Management
BUHHITEE INEDs
L& Robert Tsai-To Sze v v v
REE Andrew Kwan-Yuen Leung v v v
BREEFI Seng-Lee Chan v v v
RIRH Yuen-Tin Ng v v v
HHTEE NED
THER Shoji Hirai v v v
HITEE EDs
Tr¥ David Shou-Yeh Wong v/ v/ v/
mEH Hon-Hing Wong (Derek Wong) v v v
THE Harold Tsu-Hing Wong v v v
Tk Gary Pak-Ling Wang v v v
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE

Nomination of Directors

The terms of reference of the Board sets 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 (“NRC”) 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 NRC’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 to the Board in respect of
the Company’s remuneration policy and practices

- To be delegated with the responsibility of the Board to
determine the specific remuneration packages of executive
directors and senior management

To ensure that regular review of the Company’s remuneration
system and its operation is conducted
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EEZEE RERFMZEES W) BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (Continued)
TEERRBE Corporate Governance Duties
RAENFNEEGITET NHIBE - The NRC also performs the following duties:
- EOBTFRINESEMEE - AH - EK - To review the structure, size, composition and diversity of the
RZal - WHESSELEBIREESR Board at least annually and make recommendations on any

proposed changes to the Board

- THERENEZSeEEIRLKS  LH - To regularly review the efficiency and effectiveness of the
EEEEXEMHEK functioning of the Board, particularly in respect of the composition

of Board members

— HEEFENERSEEREABNET - To approve the succession planning policy for Board members
BBR YHESRSEETEASEI and senior management, and make recommendations to the
EEEMEETRLES Board on succession planning for these positions

— BREFEeKELZITLEE  Alst=812 - To review the Board Diversity Policy, the related measurable
MEEE objectives and progress on achieving these

RERFNEZESHBE N TESHEER - The NRC is chaired by an INED and the majority of the members are

REBD K B A FIENITE S E T o 1IR3 S E INEDs. The terms of reference for the NRC are available for inspection

ZEeVRESE A NARNRZEMBEEENK at the Company’s registered office and the website of Dah Sing Bank.

FERTTHR A LER -

RELFNEESR 2016 FANEBHINDE ° The NRC held three meetings in 2015. The current members of the
RERFHEZESHEAZERERBELF 2015 NRC and their attendance record in 2015 are set out in the following
CEZFFEN T EEEFEL - section on Attendance Records.

RERFMEZBEGN 2015 FFE 2 TIERIE The work of the NRC during 2015 included:

- BErThitERTEE RS BEEAB 2% - Determining and approving the remuneration levels for
7K S executive directors and senior management

- B NEREEEEE RS - Reviewing and endorsing the nomination of directors to the

Board

- ERNERIEALTINE B2 2 BiEsE - Reviewing and endorsing the terms of reference of NRC

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

- EBEANREFHNIELRERE 2 EE - Reviewing the disclosure on the Company’s remuneration

systems and practices
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Corporate Governance Duties (Continued)

- Reviewing the Board governance of the Company

- Reviewing the 2014 performance evaluation of individual INEDs
and the Board evaluation of Dah Sing Bank

- Endorsing the Director’s Fees for INEDs and NED

- Reviewing and endorsing the succession plan for senior
management positions of Dah Sing Bank

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.

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 EDs:

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.
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EEZEE-RERFHMEET W BOARD COMMITTEE — NOMINATION AND REMUNERATION
COMMITTEE (Continued)
EEERESITBE Board Diversity Policy
FEEZN2013F 12 ASHEMEZGHEZILL The Board has adopted a Board Diversity Policy (the “Policy”) on 3
R ([AREER ) - HEZEFHET December 2013. The key terms of this Policy are set out as follows:
1. A& 1. Purpose
ABEEHINE ARG EETSHEBKLE This Policy aims to set out the approach to achieve diversity
ZAL MBS i EmAFRARQF on the Company’s Board in order to enhance the quality of
RHEBRgE S WIRFTARIHNRIEL o its performance which in turn benefits the Company and its

business as a whole.

2. HKEEH 2. Policy statement
AANBIBRATFREESEEXEZTIEE X The Company recognizes and embraces the benefits of having
BERAEEYKBEENAEEEREERR a diverse Board in supporting the attainment of its business
% -BEEREZTILAEZHTENEERA objectives and sustainable development. Board diversity has
= BEETRAER - Fik - Bk X been considered from a number of aspects, including but
ER#EEER FELH i MH#ER not limited to gender, age, ethnicity, cultural and educational
fRIBAEE - EFE2MBLZEHUAAMRS background, professional experience, skills, knowledge
BRA WEZERABRATBEGRS and length of service. All Board appointments will be based
BEEHRZEAAZEREZ  HEFSHE on meritocracy, and candidates will be considered against
ZHZEREEENEZTLAER - 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.

3. AEERE 3. Measurable Objectives
TR NE IR — RIS bR AR Selection of candidates will be based on a range of diversity
BIEETRAMR - Fik - Bk - Xtk perspectives, including but not limited to gender, age, ethnicity,
HEESS BELR - Kt M@ B cultural and educational background, professional experience,
M RRGEE - &EKIRARNRE R skills, knowledge, independence and length of service. The
REFERENERIMERTE ultimate decision will be based on merit and contribution that

the selected candidates will bring to the Board.

4. EERER 4. Monitoring and Reporting
RERFTNEZEESEKBFRNESTGELE The NRC will review and report annually, in the corporate
BRMENERMERANEEBRE - BT governance report to the Board, a summary of the Policy, the
RREZ A E A REEREE - measurable objectives to implement the Policy and progress

made towards achieving those objectives.

5. RATAHE 5. Review of the Policy
REALRFHNEE @G EEE B ERFTANEK The NRC will review the Policy, as appropriate, to ensure the
F o ARABRETZAN - dmMEd effectiveness of the Policy and discuss and recommend any
BEIES  HESSE - revisions that may be required to the Board for consideration

and approval.
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BOARD COMMITTEE - AUDIT COMMITTEE

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

The AC 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 AC 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 AC are available for inspection at the
Company’s registered office and the website of Dah Sing Bank.

The members of the AC are Mr. Robert Tsai-To Sze (Chairman), Mr.
Seng-Lee Chan and Mr. Yuen-Tin Ng. All of the members of the AC
are INEDs with extensive experience in banking, finance and business
management. The AC’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 AC members meet at least three times a year with the Company’s
senior Management, the head of internal audit and the external
auditors. In 2015, a total of three meetings were held.
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EEZET -ERZEET @) BOARD COMMITTEE - AUDIT COMMITTEE (continued)

AR EEHF2015FBEREEeTE L HFE LR The attendance record of individual directors at the AC meetings in
BRI TSR E AL o 2015 is set out in the following section on Attendance Records.
ABEEENEBEZZESZAHRABNRE & To enable Directors to be informed of the discussions and decisions
BREEBGZEHRLETHAEETgEHERXX T of the AC, the minutes of the AC meetings are included in the board
NEEZLESE - papers of regular board meetings sent to Directors.
UTAEZLZEEN 2015 FBITRECHME - The following is a summary of the work of the AC during 2015 in

discharging its responsibilities:

a. ZEHUHALE2014FFEZEERAMR a.  Review of, and providing advice and recommendations to the
BB TERE - AR 2015 FhEIEE N Board for the approval of the 2014 results announcements and
HEISRE  MEEgREER REE audited financial statements of the Group, and the 2015 interim

results and interim report;

b. ZTEHIINEZHBMBRZERNER  MF b. Review of external auditors’ findings and comments, and
2014 FFEFZENBHRREZSET R management’s reports on major accounting and financial
BHEWEEEZEREBRE disclosure matters in respect of 2014 audit and financial

statements;

c. FEH20M4FZEETRARSE WAL R c. Review of the Corporate Governance Report of 2014 for
A)2014 FEFIRA K FBE (MR ANDD inclusion in the Company’s 2014 annual report and the key
¥ERATAMEL 2 BBRES) changes to the Corporate Governance Code of the Listing

Rules;

d. HOER2014F THFE K2015F LHFE d.  Approval of the reports to the Board providing a summary of the
KEZZESENREMZRESTSHNA issues, focuses and discussion reviewed and dealt with by the
ZEeTEE B LTWBESRS AC in the second half of 2014 and the first half of 2015;

e. HHBREALZZZHRIEE: e.  Review of connected party transactions and disclosure;

f. FTRIUBEINEZEM I ZEREME f.  Review and approval of the appointment and remuneration of

external auditors;

9. EHMHUEINEZEREN 2 BAZETE] g. Review and approval of the external auditors’ audit plan;

h.,  FEMHEARNIBEZTE h.  Review and approval of internal audit plan;

i. WA AEBEIZ TR - SR NEE i. Review of the internal audit’s work, findings and recommendations;

j. BHREEZEERARRIRERERAS i. Review of updates from the Legal and Compliance Division
BEREER(BELER]) Z2ETEZ of the Group on the Hong Kong Monetary Authority (“HKMA”)
LEEIEE  SERBETEAESER examinations and regulatory concerns, management’s actions
BECER: in implementing the HKMA'’s recommendations;
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EEZET -EREZEET @) BOARD COMMITTEE - AUDIT COMMITTEE (Continued)

k. HEHEBQTMACEMGZEETK k.  Review of the highlights of major new accounting and financial
SR EERRIES 2 E8 - LA &?&T{#\WEA reporting standards and guidance issued by the Hong Kong
ERARIESIHAEB 2 E Institute of Certified Public Accountants, and impact to the

Group on their adoption; and

HHRB 2015 FENBHBRER 2 EESE I Review of significant accounting treatments for the preparation
BIEH - of 2015 financial statements.
ERHFELE ATTENDANCE RECORD
EREEHF015FEEGEH  FREEEY The attendance of individual Directors at the Board meetings, Audit
& IRBMFMZE e R2015FRRBFK Committee meetings, Nomination and Remuneration Committee
gZHREREZ50T meetings and the 2015 Annual General Meeting held in 2015 are as
follows:

R2015 FEBHBEREETRE
No. of meetings attended/meetings held in 2015

REAREH

Exg EREER ZEE® RRBEEXRE®

Nomination and Annual

Audit  Remuneration General

= Directors Board Committee Committee Meeting

BUHHITEE INEDs

S EM Robert Tsai-To Sze 4/4 3/3 3/3 1/1

REE Andrew Kwan-Yuen Leung 4/4 - 1/3 11

PR B A Seng-Lee Chan 4/4 3/3 3/3 1/1

RIRH Yuen-Tin Ng 4/4 3/3 - 11
HHTEE NED

FHER Shoji Hirai 4/4 - - 171
BiTEE EDs

FFE David Shou-Yeh Wong 4/4 - 3/3 1/1

e Hon-Hing Wong (Derek Wong) 4/4 - - 1/1

TS Harold Tsu-Hing Wong 4/4 - - 1/1

Tk Gary Pak-Ling Wang 4/4 - - 1/1
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BEREZ ACCOUNTABILITY AND AUDIT

MB®E Financial Reporting

EEegEEUATE  EMAEE A N FTEME It is the responsibility of the Board to present a balanced, clear and
WARF ZRE - AR RATS - comprehensible assessment of the Company’s performance, position

and prospects.

EEEAERESTERUTTBEREHER Management is responsible for providing sufficient explanation and
EEEG AR R EAMERIET D ER A information to the Board to enable the Board to make an informed
EHIET - assessment of the financial and other information put before the

Board for approval.

EEGNEERLNEERENBRE AT - R The Directors acknowledge their responsibility for preparing the
2015F 12 A31H » EE@W MEEFMEKX financial statements of the Group. As at 31 December 2015, the
THHMBEASHRIERSEHAEE A FELE Directors are not aware of any material uncertainties relating to events
RN ER B RFBEEREMRE or conditions which may cast significant doubt upon the Group’s
I N B B TS SRR o ANE2 [ HNEE A% A 1 B S 3R ability to continue as a going concern. The Directors have prepared
OB EDERAE B MER A 2B ZEAD the financial statements of the Group on a going-concern basis.
R o The responsibility of the Group’s external auditor on the financial

statements is set out in the Independent Auditor’s Report attached to
the Group’s financial statements.

EEe AU TE EWMERERFIRTEER The Board is also responsible for providing a balanced, clear and
FERERPHRE - HarRREHGFHRER B understandable assessment to annual and interim reports, other
& AMRBCEMARRDETIRE 2 BER price-sensitive announcements and other financial disclosures
AR AR EERTERBTREZER - required under the Listing Rules, as well as to information required to

be disclosed pursuant to statutory or regulatory requirements.

AEREEE Internal Controls
EEORRECEREAEHNITIRERSEE Y NEPE The Board has delegated to management the responsibility to
THE|E o NEPESITH|ERIBBT IR R L IEELT . develop and maintain a sound internal control system. The internal
B EIRHEREEE FEESRERAE control system, operating through a framework of management and
B2 BRI LMERN - IR RR - F operational controls, and risk management systems, is intended to
M7 ¥R AIEEEHEFEAREZE allow the Board to monitor the Group’s business performance and
T RERESTEAEDINRE - AREEBAE financial positions, to control and adjust risk exposures, to adopt
EHEER RIRMFES| - AERARRIZ BIZE o & sound business practices, to obtain reasonable assurance on controls
i AEBAFEERFEREHERRE - 1B against fraud and errors, to ensure compliance with applicable laws
KL GFIRPE S EMIEBE 2 IRTE - 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.
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BEREZ @ ACCOUNTABILITY AND AUDIT (Continued)

R EBEE#E () Internal Controls (Continued)
AEEDRTFIEAERBRAIBEE - HEEH The key procedures that the Group has established to maintain an
IRERENT ¢ effective internal control system are as follows:

48

RIEM 2 BIRAMARE  AABERE
ZHER - HEERBE -

BMEFREZEES  UERREHEXER
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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. 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 (“AML")),
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.

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.



THEERARE
CORPORATE GOVERNANCE REPORT

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

BEREZ @ ACCOUNTABILITY AND AUDIT (Continued)

R EBEE#E () Internal Controls (Continued)

- BUMEERBRBBEEBEER  WAS - The independent group risk function monitors and reports the
EBEBAE BRBREELERZESLE Group’s risk positions and analysis to senior management, Risk
EeEREERERAR T LEEYIT - A% Management and Compliance Committee and the Board, and
BASEEBRHEcTEEER 2 RERE operates to sustain a sound asset quality and risk control in the
SIEH - T EERREEFRRE R 2 portfolio of the Group’s businesses with due consideration of a
158 T o proper risk and return balance.

- ANGE B TS M B R LR B B TR A ) B B - The Group’s business continues its ongoing upgrade of risk
77 BADNoE [ B #50 l) e BR AR - S R E A management framework and capabilities to strengthen its risk
BASNEREF 7 BREASEE - control and effectiveness, which are key to the maintenance of

sound internal control process of the Group.

- EEEBsEBARTEemE AR ZE - The Group Compliance Committee at the management level
ﬁéﬁ(jj,ﬁh%&%’l‘%&ﬁuﬁﬁ’l‘i B HE serves to uphold a high level of awareness and accountability
BREBHE - EERINESRGIE - K of compliance requirements and is responsible for overseeing
’ﬁ'ﬁ&’\‘f‘HFUZEﬁ C ARERB ST R R and guiding the development, maintenance and enhancement

KEEEHKS c EEZEERABEREER of compliance system, policies and practices to ensure
%@iﬂﬁ%@)i AIRBHzEITE BER compliance with all statutory requirements and regulatory
W HHE RN AR 0 M REE guidelines. The Legal and Compliance Division of the Group
FERILRRARIFASIEMESAERZ performs an independent on-going monitoring and advisory role

BN S RILIERR - on the Group’s compliance with relevant rules and regulations,

while the AML and Financial Crime Risk Department manages
and oversees AML and financial crime risk of the Group.

A BRI E 2 sF Assessment of Internal Control System
FEeNHNERZEERNTEEEMELZ In assessing the effectiveness of the internal control system, the
FFE o AR AEE M IMNB AR BN 2 BARRE Board has considered reviews performed by the Audit Committee and
e STk R EP BT HIE 2 A - executive management, and the findings of both internal and external

auditors.
AEEANDEZBERBEEZZES ZIETRE Under the direction of the Audit Committee, the Group’s Internal
FARAMBETBELEHRENE CENER Audit in the year conducted an assessment covering all material
EHRRERERS A EETE - 2015F controls, including financial, operational and compliance controls and
EzEHNERE2RAMNEZL RINEZERED 2 risk management practices. The 2015 reviews included an annual
BR - AEEMEPECRIRR « AHED E’“? HESE 5 assessment of internal control system with reference to the comments
S| R FEERTAIE A EEIERGETT 2 FERT made by both internal and external auditors, policies and procedures
e REEBEEES HRANTEE R RE of the Group, regulatory guidelines and the CG Code regarding
52 internal controls. The Group will continue to work to enhance its

internal control system and processes.
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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 2015
including 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, risk management and
internal control of the Group.

The remuneration paid/payable to PwC in respect of audit services
and non-audit services for the year ended 31 December 2015 is set
out as follows:

exft/ BEXNzEA
BARRA RN RE Services rendered for the Company Fee paid/payable
(F#&x)
(HK$°000)
EZRE Audit services 7,685
FERZAIMNRT Non-audit services:
o EHEEIMEOMNTISHEH e Review of the updated Euro Medium Term Note 270
SHEI([5181)) & Programme (the “Programme”) and professional
RETRITIERT I T 31T work on new subordinated note issue of
FREEBHNEETIE Dah Sing Bank under the Programme
o HREERMEIRE  BMEER e Compliance reviews and independent 2,922
BEIRERME A RERN assessments on operational risk management,
e technology risk management, etc.
o BTHASEMBE TG e Tax compliance review on taxation computation 1,919
HEIMPR BT E N ARG and advisory service on compliance with new tax
ZMBEHRES regulations relevant to the Group
o Hfh e Others 1,396
aH Total 14,192
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BERRZBRE COMMUNICATION WITH SHAREHOLDERS

BXERE Effective Communication

EReHEREREZER  REAFAK2AK The Board attaches great importance to communication with
RRH—ANEESIRBERZEE EFEEE shareholders. The Annual General Meeting provides a useful forum for
FERBESEHENZM - EEZEBE T HERI shareholders to exchange views with the Board. The Chairman of the
IEZEEMR RIS LR BT R AL ERE Board and all Directors make a strong effort to attend. The Chairmen
IR o of the Board Committees and a representative of the external auditors

also attend the Annual General Meeting to take shareholders’

questions.
EREREFERPHERESTERIT/ N EE The Management holds group meetings with analysts in connection
2o AN RRBIZEEESRITHRAB NS EH with the Company’s annual and interim results. Apart from the
BN EEMDITESH  EEREREER above, designated senior executives maintain regular dialogue with
EREBRT  AESREEANGREGR institutional investors and analysts to keep them abreast of the
EBEFELE o Company’s development, subject to compliance with the applicable

laws and regulations.

AN - KFTERTT AU (www.dahsing.com) A& Moreover, the website of Dah Sing Bank (www.dahsing.com)
RIERAFEZREESARRIZHBEM - 2 offers shareholders convenient access to the Company’s financial
EBEK UARARRBIDEE A RERERE information, announcements/circulars and information on the
Al UTEHEAEEZEBREPEGEREES - Company’s corporate governance structure and practices, in addition

to business and corporate social responsibility activities of the Group.

BERRIFHIAE Convening an Extraordinary General Meeting
REFEARBBIRERNLRE% E - AI2HE Shareholder(s) holding not less than 5% of the total voting rights of
EF%FE]ZIKAEJZ%%%EUK@ ° the Company may put forth requisition to convene an Extraordinary

General Meeting of the Company.

FHZ2FZA0)IHASZEEN - (IBHS2FAE The requisition must (i) state the objectives of the meeting, (i) be

K (i) ERXARRRNMNRESE LITE 1085 signed by the requisitionist(s) and (iii) be deposited at the Company’s
RIS RAPOIEZFMPRSESIANETFHRIE registered office at 36th Floor, Dah Sing Financial Centre, 108
RoZEFENABELZHHEREA 2 XH - & Gloucester Road, Hong Kong or in electronic form. It may also consist
ME—UXZMLEFAFE - of several documents in like form, each signed by one or more

requisitionist(s).

ZEBEMAVP)SEBAZES  ()B28 The requisition must also state (i) the name(s) of the requisitionist(s),
AZBEEER  M(i)SEBABFEARREER (ii) the contact details of the requisitionist(s) and (jii) the number of
ZRRER ordinary shares of the Company held by the requisitionist(s).

S ANSFEEX AR 21 RANZEELH The Directors must proceed to convene an Extraordinary General
RERFNARE - ZEH AR GRBHANEHLE A Meeting within 21 days from the date of the deposit of the requisition.
%28 KA ° Such meeting should be held on a date not more than 28 days after

the date on which the notice convening the meeting is given.
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COMMUNICATION WITH SHAREHOLDERS (continued)

Convening an Extraordinary General Meeting (Continued)

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.

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.

Putting forward proposals at general meetings

Shareholders representing not less than 2.5% of the total voting rights
of all shareholders, 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.

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 at 36th
Floor, Dah Sing Financial Centre, 108 Gloucester Road, Hong Kong.
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.
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HERZBE @ COMMUNICATION WITH SHAREHOLDERS (continued)

IR RIEARBUR Shareholders Communication Policy

ARBIEA —ERBBABCR @ FIBFARQ F HAE The Company has in place a Shareholders Communication Policy
BRIEEALTE RSO o 5ZBE AN A RT which sets out the Company’s practices in relation to communication
#98 _F (www.dahsing.com) & i o with shareholders and the investment community. The Policy is

available on the website of Dah Sing Bank (www.dahsing.com).

ABERH CONSTITUTIONAL DOCUMENTS
R20154F » ANAR)IWEE T HAERE M - The Company has not changed its constitutional documents in 2015.
ANRWE COMPANY SECRETARY
ARARZABMEEFECETHEBDEI291KIET All Directors have access to the advice and services of the Company
HRIE BB &R - Bl2 20159412 A31H Secretary who possesses the relevant qualifications and experience
IFHBFE  FEEITPR15E/NKE2BEBE pursuant to the requirements of rule 3.29 of the Listing Rules. She has
R UEFHEHBE LA - FTEEEHAM taken more than 15 hours of relevant professional training to update
NEREIR HFE AAERARTS o her skills and knowledge during the financial year ended 31 December
2015.
BFEBRERS CONTINUING CONNECTED TRANSACTIONS
MR 45 8 2 HERETHME - A In respect of the continuing connected transactions as set out in
NEIZ BB IENTESC S Ll 50 Note 45 to the financial statements, all the INEDs of the Company
REMZ S TR TG R ErT have reviewed the said transactions and confirmed that the said

transactions have been entered into:

(1) BEERRRIZBBRIEFEREE (1) inthe ordinary and usual course of business of the Company;
(2 KREBBEEGR: & (2)  on normal commercial terms; and
(3) MREBEBEXINHHIER  MABIERES (38) in accordance with the relevant agreements governing them
NEEE  WAREARAFZFE - on terms that are fair and reasonable and in the interests of the
Company.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015 53



REAME
CORPORATE GOVERNANCE REPORT

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

BFEBREXS @ CONTINUING CONNECTED TRANSACTIONS (Continued)

AN - ANA R B REEINEZ AN R T RUKE IR Further, the Company has engaged its external auditors, PwC, to
BESETMASBM I BEAEFERELSE report on the Company’s continuing connected transactions in
3000 5[ FFER BB MG E R 2 55 T1E accordance with Hong Kong Standard on Assurance Engagements
ZHTE  U2RBRERHAFE 7405 EREE LT 3000 “Assurance Engagements Other Than Audits or Reviews of
RBIFTHlF ERER S 2 REM KT BEEA Historical Financial Information” and with reference to Practice Note
NAIZHEBEBES GRS HE - BBE(LETR 740 “Auditor’s Letter on Continuing Connected Transactions under
BIYE14A.56 1§ - B EFED R BRRM T the Hong Kong Listing Rules” issued by the Hong Kong Institute of
ASFIB 2 HERER S 2 BEBR R MR - B Certified Public Accountants. PwC has issued an unqualified letter
BIRBERZHREE - AR B ZERIREE containing their findings and conclusions in respect of the continuing
ZERITERFEABMAZSHARRAR - connected transactions set out in Note 45 to the financial statements

in accordance with Listing Rule 14A.56. A copy of the auditor’s letter
needs to be submitted by the Company to The Stock Exchange of
Hong Kong Limited.
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1. BARAE®E 1.  ABOUT THIS REPORT
ERB—RREBEEBEARELMEBEED As a well-established financial services group with a long
TRRBER  RM—ERNETEE S history in Hong Kong, we are strongly committed to corporate
SEHMT FEHEAFTAINTEFTMHER social responsibility (‘CSR”), recognising that long-term
BRITHEER UERBREBETNLES business success is dependent on our relationship with all of
A RHEFBEBRERINERREZ - X our stakeholders - both inside and outside the Company, and
NMEBERERITHEE TN FEEER that adopting responsible management practices is essential.
M7 rEEBERREEEERY At Dah Sing Group, CSR is about achieving commercial
A HERBARENES - success in ways that honour ethical values and respect people,

communities and the natural environment.

EREMRTCELEESEMT  AEBEBN To be successful in carrying out CSR, we strive to embed
NEBEEARBHESIHLEETEBE UEFE socially responsible values throughout the organisation,
REBREMOBEEER - LTREF influencing our day-to-day operations. The following report
MBEMN 2015 FHELEMEEFE T EAE highlights our key CSR activities and achievements which
%@J&PJ’THX BAKAE - RIRK ML B demonstrates our commitment to CSR during 2015. This report
@ HTAEE o ARE TR RFIRTT is also available via the website of Dah Sing Bank at www.
ﬁHE\ www.dahsing.com & §] ° dahsing.com.
WEBN Report Profile
RBEBMAEE (BIEARF MEEEH This report describes the initiatives of the Group comprising the
BRENEASRA—REEANEELR Company and its key subsidiaries as a responsible corporate
MEERERAEEFEENENBRER - KN citizen operating in the financial sector and its relationship with
AFERAEEBEHZ2015%12 A31 H IEE major stakeholders, covering the Group’s CSR activities in the
Eﬁlifleﬁ ¥HEETLES  BER financial year ended 31 December 2015, including its focus on
BEREEZEMTUBINRERILE S environmental and social issues that are important to the Group.
% o RIEHMEEAMSIEHMR - I This report supplements the Corporate Governance Report and
ERAREE 2015 F 2 FH—7D ° is included as a part of the Group’s 2015 Annual Report.
wmEE S Reporting Guidelines
KRETIREBESEHAX AR A FMAE This report has been compiled with reference to the
ey ETRBIKIER27 2 CBRIE - e REA Environmental, Social and Governance Reporting Guide (“ESG
wEFES (8% - g RERREES]) Guide”) under Appendix 27 of the Listing Rules issued by the
mE o Stock Exchange of Hong Kong Limited.
MEEEREAESE Report scope and coverage
ARpE 7 BENEEBEANEFERKKLEE The scope of this report was defined after taking into
MEANCELEETEDLEECEE consideration the materiality of the CSR activities or issues
HEmATE  TEFERE HekEEAH arising from the business operations of the Group, it excludes
SN S AEB T TEESEMA aspects stated in the ESG Guide which are not material or
TH - AREETEFRAEEETENE relevant to the Group. This report has focused on the Group’s
o mPNRF R E R EERT RS business operations in Hong Kong and excludes the business
EA © operations in Macau and Mainland China.
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1. BRARE @) 1. ABOUT THIS REPORT (continued)
HEHE Reporting period
ABEMHEREEZ2015F1 A1HE12 The information in this report covers the period from 1 January
A31BHM - to 31 December 2015.

2. FoREE EBEL 2. MISSION AND VALUES/GUIDING PRINCIPLES
B En REEERRAFTED KRR Our commitment to CSR and the overall sustainability of the
MEPELEETRCETHETREREDN Group’s development is embodied in our corporate mission and
G values/guiding principles:
e Mission
o REEBEER  BAARFRE o To create value for our customers by providing quality

products and excellent service

o AXKBELIE @ —REETKE . To grow with our employees through mutual commitment

. wIRFERLOTR - BHAREIEE . To increase shareholder value through sustainable returns
on capital

== EmEal Values/Guiding Principles

o EPEE e Customer commitment

. BEEREEFE . Employer — employee mutual commitment

o BB e Integrity

J HMEE W MERER . Financial strength & risk management

. EE . Operational excellence

. =y e Compliance
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3. ©EEHR 3. CORPORATE GOVERNANCE
REBDHMNDEEREE  UEBIHRE The Group has adopted a corporate governance structure
HKEENRBUBETHEEATHRE - @t to enable it to discharge its statutory duties while pursuing
EEREBNFBRERNTEERREKRE its business objectives. Details of the corporate governance
I8 BHIER2015F Fhy S ATHRE - structure including internal control and risk management are

set out in the Corporate Governance Report of the 2015 Annual

Report.
AEBIE S ET AR - B EZLE We have also formulated a Code of Conduct which encapsulates
B/ EERITHAFEETETETND our core values/guiding principles and sets high ethical standards
FEBETRBELED c REFBFIRE of behaviour expected of our staff members. We focus on having
EEENL  EERIERF  UERAE the right culture, structures and processes in place to ensure that
B TEHREER  AETIRHEEEESI N we practise strong governance, provide proper guidance to and
BITEER  WIRMRITHNEREER - supervision of our staff, and adopt sound business practices.
4. HEMHEEMF 4. CORPORATE SOCIAL RESPONSIBILITY
41 HEFZEREA 4.1 Overall Approach and Principles
TEENNEHEETEZESHER The CSR Committee, comprising members of Management
EIREMAK - AERIFIMBEPEM of the Group, is responsible for setting the CSR strategy
eETHBAORE  URIEEFEN and directing the CSR activities. The Committee
EE) c XL EBeRFEM - kB also reviews, approves, supervises and monitors the
BREEMBLELGEEEHOH implementation of all CSR initiatives. Various support
17 TRTIENMNEEREEES teams working under the direction of the Committee are
BgmS|ET  AEFHCEREE responsible for promotion, support and organisation of
EEHNEE - IENLAEBTIE - CSR activities.
4.2 LEMEEEED 4.2 CSR Activities
AEEMBEELSETEEHHET The Group’s CSR activities are in line with its strategy,
EENERE - Fa 2HERIIME mission, guiding principles and values as well as its
B ARDEEAEE - Rtz corporate governance framework. Besides, the following
SETTEFEAN T EMRRIRES) approach and principles are adopted for CSR activities in
BHENCELSEEES - different aspects:
TYERIR Workplace
. NEMFESEHEFET BEE o Treat employees fairly and equally, respect their
e AR - FBRERREEE human rights, ensure employment practices that
STFE#E N TSR EE uphold equal opportunity and non-discrimination
are in place
. REEFF N RA TR o Provide competitive and fair reward and recognition

=%
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4.

CORPORATE SOCIAL RESPONSIBILITY (continued)

4.2 CSR Activities (Continued)

Workplace (Continued)

Provide a safe and healthy working environment

Support employee wellness, work-life balance and
family-friendly practices

Encourage open communication and provide
channels for employees to express their concerns

Nurture talent and support continuous development
of employees

Marketplace

Uphold high standards of governance and a set
of core ethical values including honesty, integrity,
diligence, fairness, responsible citizenship and
accountability in conducting business

Provide a diverse range of products and services
to enable customers to select the solution that best
suits their needs

Provide clear and honest information to customers
to help them make informed decisions

Listen to customer feedback, continually enhance
customer service and customer satisfaction

Ensure privacy of customer data

Promote sustainable business practices through
assessing the potential environmental and social

impact when deciding to make a loan or investment

Use suppliers that act in an environmentally, socially
and ethically responsible manner
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4. DHEHESETW@ 4. CORPORATE SOCIAL RESPONSIBILITY (continued)
42 LEHEETEH@ 4.2 CSR Activities (Continued)
pa 2 Community
. HEERH AR I FHLRE e  Work with partners to support community
2 Rt EERIEEEGE programmes that bring about positive social impact
. RHERUASBFEEETS . Provide resources to encourage and facilitate
HETREMEZED employees to participate in volunteering service and

charitable activities

e EBITFFRNNE- BIER e Contribute to sustainable economic development
¥ PIniR BB RBA RIES of Hong Kong and the Pearl River Delta region via
TR A UBHEF supporting SMEs, job creation, e.g. internship, and
B R EOT = AN IE A T 58 raising financial literacy in the community
KB R

R Environment

o [FARRVHFRE . Use eco-friendly materials and supplies

e  RAOEAEYRBEFERK . Reduce waste production and consumption of
AV energy and natural resources

. 3 hnfEl e . Increase recycling

. B 1E 75 R0 ik 2 B o Prevent pollution and reduce carbon footprint

. mETI -BF - H{ER - &e o Promote environmentally responsible practices
BREEESERLHERERE among employees, customers, suppliers,
il contractors and business partners

TIER%E Workplace

HZMWET Our People

ETREMEKHNEEREMHE - M Recognising that our people are important stakeholders

BHEETIRHTEMKE ARF in our business, we are committed to providing equal

P RER RIS A SRR Y opportunity, competitive pay and benefits, training and

e - HFMEIRFIREE TR - TE continuous development, and also promoting employee

BT ENMRERZBUR ° wellness, work-life balance and family friendliness.
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4.2

EMEETEEH @
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4.

CORPORATE SOCIAL RESPONSIBILITY (Continued)
4.2 CSR Activities (Continued)
Workplace (Continued)

Equal Opportunities for All

We believe that every individual has the right to work in
an environment that is free of discrimination, harassment,
victimisation or vilification on the grounds of gender,
marital status, pregnancy, disability, family status or
race. The Group encourages breaking down barriers and
building a harmonious working environment for all staff.
To support this, we have strong policies against sexual
harassment and racial discrimination in employment and
recruitment. Our terms and conditions of employment
comply fully with anti-discrimination ordinances. There
are clear channels, e.g. whistle-blowing and grievance

procedures, for employees to express any concerns.

Employee Assistance and Well-Being

The Group has pioneered the provision of an Employee
Assistance Program (“EAP”) since 2001. The EAP aims at
helping employees to prevent, identify and resolve their
personal, family or work-related concerns. Under the
EAP, employees can obtain professional counselling and

consultation services from an appointed service provider

on a confidential basis.

To promote the well-being of our employees, the Group
has organised a number of workshops and seminars on
various topics including good parenting, a safe home
environment for the elderly, financial planning and health.
Moreover, a series of activities were held during the Work-

Life Balance Week in October 2015.

We were awarded “The Best Practice Award 2015 in
Employee Care” by The Best Practice Management
Group. The award is in recognition of the Group’s
commitment to promote work-life balance which is an
integral part of living a healthy life, enhancing motivation
and bringing about greater work satisfaction. In addition,
we were presented “The Best Practice Award 2015 in
Corporate Culture Development” to recognize the Group’s
effort in building a committed and engaged workforce
aiming at improving the well-being of our staff based on

the Group’s 6 guiding principles and values.
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4., HEHSEFw@ 4. CORPORATE SOCIAL RESPONSIBILITY (continued)
42 HEHEEEFH @ 4.2 CSR Activities (Continued)
TIER%E (@) Workplace (Continued)
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Employee Assistance and Well-Being (Continued)

We have also participated in the Hong Kong Council of
Social Services Caring Company Campaign since 2002
and were among the first group of Hong Kong companies
to be awarded the “10+ years Caring Company”

recognition.

In addition, we were given the “2014/15 Good MPF
Employer Award” by The Mandatory Provident Fund

Schemes Authority.

Family-Friendly

The Group is committed to fostering a family-friendly
work environment to support employee wellness and have

implemented various family-friendly practices.

To support a breastfeeding-friendly workplace, we
have joined the “Say Yes to Breastfeeding” Community
Support Campaign 2015/2016 launched by UNICEF HK
in collaboration with the Food and Health Bureau and

Department of Health.

Staff Training and Development

The Group encourages and sponsors employees to attend
training programmes for job-relevant knowledge and skills
to enhance their competence, upgrade their expertise for
performance, and improve their capabilities to take up

future challenges.

We offer education sponsorships for employees to
gain higher academic qualifications for their personal
development. Sponsorship and examination leave are
also given to employees to attend various professional
development programmes and examinations such as
FLMI, ACCA, HKICPA, HKIB, CFP, CFMP and CFA

organized by different professional bodies.
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4, DEHESET@ 4. CORPORATE SOCIAL RESPONSIBILITY (continued)
42 EHEEEEH@ 4.2 CSR Activities (Continued)
TERE (@) Workplace (Continued)

8 TIEII R R (@)
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KH Volunteers [ 2 8 T K {E& |

Dah Sing Volunteers Summer Job Challenge

RIRITEEERRTF] | 2015F 540

Staff Training and Development (Continued)

To foster and promote continuous professional
development in the banking field, the Group continuously
supports the Hong Kong Institute of Bankers to provide
education and training to the banking community in the
region. With Hong Kong being an international financial
centre, it is essential that we contribute to the ongoing
learning and development of professionals in the rapidly
evolving banking industry.

In 2015, we launched a number of new training
programmes and enhanced the existing programmes
to cope with the Group’s changing business needs,
and ran redesigned workshops to continue to reinforce
our corporate culture. During the year, our employees
received over 52,200 hours of training on topics including
financial knowledge, banking products and operations,
sales, customer service, business communication,
leadership and management skills, compliance, anti-
money laundering, etc.

Nurture of Young Talent

We are committed to nurturing young talents. The Group’s
efforts in grooming talented young people are also
evidenced in the Graduate Trainee Programme which
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4. BEUYESETE@ 4. CORPORATE SOCIAL RESPONSIBILITY (Continued)
4.2 LEMHEEEEFH@ 4.2 CSR Activities (Continued)
TIER%E (@) Workplace (Continued)
BEFSAL @ Nurture of Young Talent (Continued)
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has been running continuously since 2004. Professional
training is also provided to fresh graduates who want to
enter the banking industry through various programmes
such as our Financial Services Trainee and Customer
Services Trainee programmes. Awards are also given
to the employees to encourage continuous learning to
achieve higher professional qualifications in the banking
field.

Health and Safety

We are committed to providing a safe and healthy
workplace for employees. Our Guidelines on Occupational
Safety and Health provides information on some potential
health and safety hazards in office and the related
prevention measures. We have the Contingency Plan
for the Outbreak of an Infectious Disease which sets
out our responses to outbreaks of infectious diseases
and our approach to business continuity in the event
of a pandemic so that we are able to continue to serve
our customers. In addition, all health and safety risk
are assessed, managed and escalated according to the
Group’s risk management framework. Employee benefits
including medical and life insurance, discounted voluntary
dental plan and flu vaccinations, and health talks are

provided.
ik Marketplace
REPIREARSE Serving Our Customers

BB BREEEE R FIE AR
% BRFPEEREEE - BHIRHE
ZIbIRITERFRE - 5P
WERETAMMBEENTR - BRT
RRBIRY - BT RTRZR PR
HE HTEORITRE - flARS
BEBATIREVIPRITRES - A
NEEMBRORNECEFRMRES
R ET — R HE L 88 S IR A
YOU Banking#R7TAR% - SRR
BMFEFERN—R - 55| ANF

We strive to create value for our customers by providing
quality products and excellent services. We offer a
comprehensive range of banking products and services to
meet the diverse needs of customers. Apart from serving
the mass public, we also provide tailor-made banking
services to specific market segments. For example,
VIP Banking tailored for the more affluent market, SME
Banking for the small-medium sized companies and YOU
Banking for the progressive, young generation. Digital
development is one of our key business initiatives, with
the recent launches of Mobile Banking and Mobile Trading
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4, DEHESET@ 4. CORPORATE SOCIAL RESPONSIBILITY (continued)
4.2 TEHEEEEFDH @ 4.2 CSR Activities (Continued)
&) Marketplace (Continued)
BRPIRERS (@) Serving Our Customers (Continued)
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Services to help customers manage their finances more
conveniently. We serve our customers in a wide array of
channels, including a branch network of 45 branches, 21
VIP Centres, 35 Securities Centres, phone banking service
and internet/mobile channels in Hong Kong.

We also helped vulnerable customers enjoy regular
banking services. Dah Sing Bank is a participating
institution of the Treat Customers Fairly Charter
championed by the Hong Kong Monetary Authority. We
offer low-balance maintenance fee waiver to vulnerable
customers (such as senior citizens, minors, low-income
customers, and customers with physical or mental
disabilities) and do not charge dormant account fee.

Supporting SMEs and the Economy

SMEs are the lifeblood of the Hong Kong economy and
they form an important customer segment for the Group.
We believe that supporting SMEs is important not just
for the sustainable development of Hong Kong, but
also for the Pearl River Delta region as a whole. Among
many activities we organized for SMEs, we participated
in the SME Loan Guarantee Scheme launched by the
Government as well as the SME Financing Guarantee
Scheme (SFGS) operated by the Hong Kong Mortgage
Corporation.

In 2015, we organized an SME seminar in cooperation
with the Hong Kong Trade Development Council (HKTDC).
Moreover, we launched inspirational SME leaders video
series and invited prominent members of the Hong Kong
SME community to share their success stories.

We are also delighted to be a platinum sponsor of the
Hong Kong Award for Industry (HKAI) again in 2015.
The HKAI awards recognise companies that make
exceptional contributions to the industrial and commercial
development of Hong Kong.
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4, DEHESET@ 4. CORPORATE SOCIAL RESPONSIBILITY (continued)
42 HEHEEEFH @ 4.2 CSR Activities (Continued)

5 (&) Marketplace (Continued)

RES Anti-Corruption

AREEBEEITASTIRNAZERS The Group’s anti-corruption policies are communicated
TERTEENESHE - BI1TASE clearly to all employees in the Code of Conduct for staff,
EAAEBEHANEAEEHE - TEE which is available via the group’s intranet. All employees
EYETFEHETITE - are required to review the Code of Conduct on an annual

basis.

B EINVERMTFEE - AT REE Employees are also provided with regular training in order
STEREEMEEARREEEIES to ensure that they comply with the relevant regulatory
FARESEHE o requirements in relation to anti-corruption and fraud, and

anti-money laundering matters.

HE Community

R BRI ER) Community Donations & Sponsorships

E20154F « HPEERHNERZFF In 2015, we continued to put our efforts to support

SLFNBRERERHE LAEZER youth development and those in need in the community,

fEE - BREBEE including:

. RIBITEPRHEAST LV FH . Dah Sing Bank sponsored a series of seminars
RE SR [ EDIRE | BB entitled “Life Journey” organised by the Hong
2RY BEBESLFNE Kong Association of Youth Development, which
TR ANEREE © are designed to help youngsters adopt a positive

attitude towards life.

. AFTIRTTE B B3 Jessica Run . Dah Sing Bank sponsored the Corporate Team
2015 E kB E - WIRIHE T Challenge and supported its staff to form 6 teams
KRB IES - AR to join the Jessica Run 2015 which raised funds for
Fe BEZEBHEITH the Heep Hong Society, The Hong Kong Girl Guide
HHERER - Association and the Yuen Kong Kindergarten.
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Dah Sing Charity Football Challenge for OSC
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4.

CORPORATE SOCIAL RESPONSIBILITY (continued)

4.2 CSR Activities (Continued)

Community (Continued)

Community Donations & Sponsorships (Continued)

The Group sponsored the “Konica Minolta Green
Concert: Extreme Power Generating Challenge
Event” aimed to raise public awareness of global
warming and extreme weather, and helped to
raise funds for the “Hong Kong Seeing Eye Dog
Services”. The challenge was held under simulated
conditions of extreme weather like earthquakes
and hurricanes, to help the public understand the
problems that may soon confront us all.

Dah Sing Charity Football Challenge was held
to raise funds for SCMP Operation Santa Claus
(“OSC”). The event included an internal staff football
match and gathered around 30 children from the
Inspiring HK Sports Foundation to enjoy several
football challenge games with 8 teams from our
staff. This was the third consecutive year Dah Sing
Group has supported OSC which raises funds for
Hong Kong charities and the underprivileged.
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CORPORATE SOCIAL RESPONSIBILITY (continued)
4.2 CSR Activities (Continued)

Community (Continued)

Volunteer Services

We encourage our employees to undertake volunteer work
to help the underprivileged.

° Dah Sing Bank sponsored the Hong Kong Youth
Arts Foundation in preparing the “Easter Kid Art
Fun” with a series of activities for kids in need. The
Bank management joined hands with the volunteers
to provide kids with special art experiences during
this meaningful event.

° Dah Sing Bank collaborated with the Heep Hong
Society and sponsored “Dah Sing Volunteers
Summer Job Challenge”, in which the Bank
management and volunteers helped kids in need to
plot their career paths through role-playing different
professions, such as cooks, firemen and flight
attendants, etc. at the Dream Come True Education
Park.
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4. DEHEEF@ 4. CORPORATE SOCIAL RESPONSIBILITY (Continued)
4.2 GEHEEMEFSH @ 4.2 CSR Activities (Continued)

#EE () Community (Continued)

& T R7% (8) Volunteer Services (Continued)

. BEMPES  KFRTE o To celebrate the Mid-Autumn Festival, Dah Sing
IBERTFLERRKENAE Bank volunteers and their children visited elderly
FERE  MMMEXER folk in need in Sham Shui Po and gave out gift packs
A8t T MR 2EEE L and mooncakes. Kids are taught to show love and
RSt eEREMEF ZEH care to the needy in our community. The event was
THeEEe RS ERIT organised by the elderly community centre of the
& AR 2R I Neighbourhood Advice-Action Council in Sham Shui

Po.

K Volunteers [ K0 B % 2015
Dah Sing Volunteers Mid-Autumn Activity 2015

RE Environment

EATESBSEIRBERTE - ¥ All businesses have an impact on the environment. It is
JERZHEANIRIENERESHEME - B the duty of every business to manage the environmental
RAEHIERIE £EREENERY impact of the products it procures, produces and sells
BRIRIBERNEE - DERFLUEIB in order to help protect the biodiversity of the natural
A RK S BIR - REREBHERANE environment. A business can reduce its impact by cutting
MERSEH EARRBERNTE - back on its use of water and energy and reducing the

greenhouse gases and waste it produces.
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4. DEHESET@ 4. CORPORATE SOCIAL RESPONSIBILITY (Continued)
42 HEHSETIEH @ 4.2 CSR Activities (Continued)
BE @) Environment (Continued)
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Eco-friendly Suppliers, Products and Projects

Environmental protection is one of the important criteria
we use in selecting our suppliers and products. Our
key service providers have ISO14001 environmental
management systems and standards and/or certified by
the Forest Stewardship Council (“FSC”). The Group also
selects office machines that minimise energy loss and
have less-CO2 emissions, relative to similar products in
the market.

We participated in a well-known environmental protection
award scheme, Hong Kong Green Organisation
Certification (“HKGOC?”), led by the Environmental
Campaign Committee alongside the Environmental
Protection Department. We focus on energy saving area
and have implemented a number of initiatives in order
to save energy, including the replacement of lighting
devices that will result in significant reduction in electricity
usage. Our achievement has been recognized by the
Environmental Campaign Committee with the award of
“Energywi$e Certificate — Good Level”. Moreover, we
have launched a “Happy & Green Life 2015” for our staff to
raise their awareness on Low Carbon Diet. We have also
sponsored the “Konica Minolta Green Concert: Extreme
Power Generating Challenge” event held in Nov/Dec 2015
with two teams of our staff to participate in the bicycle
riding competition to contribute to the support of green
environment and charity.

Eco-friendly Environment for Staff Members and
Customers

The Group endeavours to select Eco-friendly materials
and supplies for all offices and branches. These include
the use of LED, energy saving lamps and low-VOC

ME R (E - R HIREBENEE emission carpeting and furniture, which help to minimise
ME BT RERREENTE the possible damage to the environment and health risks

to staff and customers.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015

69



DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

70

TPRUGERT®ME
CORPORATE SOCIAL RESPONSIBILITY REPORT

4.

CORPORATE SOCIAL RESPONSIBILITY (continued)
4.2 CSR Activities (Continued)

Environment (Continued)
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Recycling

In addition to using recycled paper, the Group also
collects used paper for recycling. In 2015, this amounted
to approximately 139,000 kg of used paper, printer
cartridges and toner bottles from more than 1,050 multi-
functional devices were sent for recycling. We have also
installed a waste separation bin at the Headquarters and

collected used and un-used red packets for recycling.

Saving Trees

The Group adopts paperless processes where
practicable, for example, by replacing paper-based
reports with electronic reports. When paper-based reports
are necessary, we advocate printing on both sides to
reduce paper usage. The Group deploys more than 200
scanning devices in our offices and branches to facilitate

the electronic retention and transmission of records.

We constantly encourage our customers to make use of
our electronic banking services, including e-statements
and our state-of-the-art internet commercial banking

platform “DS Direct” to reduce paper usage.
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5, GEMHESEERERKR 5. CSR AWARDS AND RECOGNITIONS
AT RASEE2015FEESMEERIA - The following are the major awards received by the Group in
2015:
J HBiBEE10FEE BT e REH R . “10+ years Caring Company” recognition by the Hong
BhIBARBE] b Kong Council of Social Service
° ¥ Best Practice Management ° “Best Practice Award 2015 in Corporate Culture
Group BB 2015 FE [ REXBKEE Development” by The Best Practice Management Group

B-DEEER]

. J&Best Practice Management . “Best Practice Award 2015 in Employee Care” by The Best
Group FEE 2015 F & [ HEXEBHEE Practice Management Group

% B TR

. EREMEABLSAEEEREHA J “2014/15 Good MPF Employer Award” by The Mandatory
2014155 E [TEdifEE ] Provident Fund Schemes Authority

o BEFTEeREETHENRVEER o “Outstanding Financial Management Planner Award” by
AEH [HEMEERMALE] the Hong Kong Institute of Bankers for sales and financial

planning colleagues

. e EBEREEGRARBEZERS . Persistently Outstanding Service Outlet of the year (TKO
KR IE B ERIFTELH051T) & Metro City Branch) and Persistently Outstanding Service
FHEBE RINEE Company of the year by TipTop Consultants Ltd.

o  EHBEPNESCEEEHERE2015F e  “2015 Best SME’s Partner Award” by The Hong Kong
[/ SRR General Chamber of Small and Medium Business

o (B MBELEMHEGREXNE . “Corporate Social Responsibility Award” by CAPITAL

magazine
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The Directors submit their report together with the audited financial
statements for the year ended 31 December 2015.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of Dah Sing Banking Group Limited (the
“Company”) is banking investment holding. The principal activities
of the subsidiaries are shown in Note 29 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 6 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2015 are set

out in the consolidated income statement on page 93.

The Directors declared an interim dividend of HK$0.11 per share and a
total of HK$154,216,901.08 in cash was paid on 24 September 2015.

The Directors recommend the payment of a final dividend of HK$0.27
per share in cash, totalling HK$378,532,393.56.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ right to attend and vote at the

forthcoming annual general meeting:

201645 H27H (28H)£2016F5A31 B (E2H =)
27 May 2016 (Friday) to 31 May 2016 (Tuesday)

201645 526 H (2HM) TH 45305
4:30 p.m. on 26 May 2016 (Thursday)

20165 A31 A (EH =)
31 May 2016 (Tuesday)

2016 F5 A31 A (EH )
31 May 2016 (Tuesday)
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CLOSURE OF REGISTER OF SHAREHOLDERS (Continued)

For determining shareholders’ entitlement to receive the proposed
final dividend*:

201656 H7H (28 =) % 20166 H10H (28 h)
7 June 2016 (Tuesday) to 10 June 2016 (Friday)

20166 A6 H (28—) TF4K305
4:30 p.m. on 6 June 2016 (Monday)

201646 A10H (28 H)
10 June 2016 (Friday)

20166 A20H (EH—)
20 June 2016 (Monday)

(*subject to shareholders’ approval at the forthcoming annual general meeting)

During the periods of the closure of Register of Shareholders, no share
transfers will be registered. For registration, all transfer documents
accompanied by the relevant share certificates must be lodged with
the Company’s share registrar, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong before the relevant latest
time to lodge transfers.

BUSINESS REVIEW

A review of the business of the Group and a discussion and analysis
on the Group’s future business development are provided in the
“Chairman’s Statement” and the “Review of Operations” of this
Annual Report. Description of the principal risks and uncertainties
that the Group may be facing can also be found in the “Chairman’s
Statement” and the “Review of Operations” of this Annual Report.
The objectives and policies of financial risk management and the
risk management structure and framework of the Group can be
found in the “Notes to the Financial Statements” of this Annual
Report. Particulars of important events affecting the Company that
have occurred (if any) can be found in the “Notes to the Financial
Statements”. An analysis of the Group’s performance during the year
using financial key performance indicators is provided in the “Review
of Operations” of this Annual Report. In addition, discussions on
the Group’s environmental policies and relationships with the key
stakeholders and compliance with relevant laws and regulations
which have significant impact on the Group can be found in the
“Corporate Social Responsibility Report” and the “Corporate
Governance Report” of this Annual Report. The “Notes to the
Financial Statements” also contain description of the management
structures and framework to ensure compliance of various laws and
regulations which are applicable to the Group. The above sections
form part of this Report of the Directors.
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SHARES ISSUED IN THE YEAR

Details of the shares of the Company issued during the year are shown
in Note 41 to the financial statements.

RESERVES

Movements in the reserves of the Group and of the Company during
the year are set out in Note 42 to the financial statements.

DONATIONS

During the year, the Group made charitable and other donations
amounting to HK$2,174,000.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are shown
in Note 31 to the financial statements.

DIRECTORS

The Directors of the Company during the year and up to the date of
this report are:

David Shou-Yeh Wong
Chairman

Hon-Hing Wong (Derek Wong)
Vice Chairman

Robert Tsai-To Sze*

Andrew Kwan-Yuen Leung*

Seng-Lee Chan*

Yuen-Tin Ng*

Shoji Hirai

Harold Tsu-Hing Wong
Managing Director and Chief Executive

Gary Pak-Ling Wang

* Independent Non-Executive Directors
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DIRECTORS (Continued)

In accordance with Articles 107 and 108 of the Company’s Articles
of Association, one-third (or the number nearest to and at least 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 Articles 107 and 108 are, however, eligible for re-
election. Accordingly, Messrs. Hon-Hing Wong (Derek Wong), Gary
Pak-Ling Wang and Yuen-Tin Ng will retire, and being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

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.

DIRECTORS OF SUBSIDIARIES

A list of the names of all the directors who have served on the boards
of the subsidiaries of the Company during the year and up to the
date of this Report of the Directors is provided in the “Directors of
Subsidiaries” section which follows this Report of the Directors.

DIRECTORS’ SERVICE CONTRACTS

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 1 year without payment of compensation, other than statutory
compensation.

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 31 December 2015, 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 (the “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
“Securities Model Code”) were as follows:

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

75



BEEEWES
REPORT OF THE DIRECTORS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

EERTBARERS ® INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

F) EXQAREEEZEREZROER a) Interests in shares of the Company and its associated
corporation
EERT
RIPBH
EEADH
Percentage
ROHE of interests
Number of shares in the
BARER EEER Hitrfgs BitEE  total number
Personal Corporate Other Total of issued
i) Director interests interests interests interests shares
ERADREEBRRG Number of ordinary shares
in the Company
FTE David Shou-Yeh Wong - 1,045,626,955% - 1,045,626,955 74.58
BEAHSAEEERAR Number of ordinary shares
ERRR G in Dah Sing Financial
Holdings Limited
TF¥ David Shou-Yeh Wong - 11,096,495 126,189,187® 137,285,682 40.97
G Notes:

(1) EESRNEEERDEHERBRERSG LAES=
D2 R LRERZ RNRATEE 2D -

@ UEROBEETEEBENAHEREEAR
RNRZ Bt mir(E s RPEGDDEXVEE
FEREEHBRNRET457% 2 xE R R ET
EEHHEERAZARERD

@) WERMTEAETEREFKEKE N EmKZ
ZERERZEAESEREFRERAARBMER

o
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The corporate interests are in respect of shares held by companies in
which the director controls one third or more of the voting powers at
general meetings.

Such shares include the corporate interests of David Shou-Yeh Wong
under Part XV of the SFO by virtue of his beneficial share interests in the
shares of Dah Sing Financial Holdings Limited which currently holds a
controlling interest of 74.57% in the Company and interests in the shares
of the Company held through a company controlled by David Shou-Yeh
Wong.

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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

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

i) Share option schemes of the Company

The shareholders of the Company approved the adoption of a
new share option scheme (the “New DSBG Option Scheme”)
and, at the same time, the termination of the Share Option
Scheme adopted by the Company on 12 June 2004 (the “Old
DSBG Option Scheme”) at the annual general meeting of the
Company held on 27 May 2014. No further options can be
offered under the Old DSBG Option Scheme after its termination
but the provisions of the Old DSBG Option Scheme remain in
full force and effect to the extent necessary to give effect to
exercise of all options granted prior to the termination of the
Old DSBG Option Scheme but not yet exercised at the time of
termination.

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 Old DSBG Option
Scheme and the New DSBG Option Scheme (collectively the
“DSBG Schemes”) is disclosed as follows:

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

(2) Participants of the DSBG Schemes:
Eligible participants of the DSBG Schemes included

directors and employees holding supervisory positions in
the Company and its subsidiaries.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015
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EERTHARER @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

/8

(Continued)
Z2) EXRRATRRMEBEE2ARETEE b) Interests in options under share option schemes of the
TR REER @) Company and its associated corporation (Continued)
i) A ELZFRAR 1B Z) (4) i) Share option schemes of the Company (Continued)

3)
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3)

Total number of shares available for issue under the DSBG
Schemes and percentage of total number of issued shares
as at the date of this Report of the Directors:

Following the termination of the Old DSBG Option
Scheme, no further share options can be granted under
the Old DSBG Option Scheme.

The number of shares available for issue under the
New DSBG Option Scheme and any other schemes is
70,098,591 shares, representing 5% of the total number of
issued shares of the Company as at the date of this Report
of the Directors.

Maximum entitlement of each participant under the DSBG
Schemes:

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 Schemes 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
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 share
options under the Old DSBG Option Scheme shall be
exercisable upon vesting in 5 equal tranches between the
first and fifth anniversaries from the date of grant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

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

)
©6)

Share option schemes 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 Old 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 21 days upon offer of granting of
options or the date on which the conditions (if any) for the
offer are satisfied.

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; and (ii) the average closing
price of the Company’s shares traded on the SEHK for the
5 business days immediately preceding the date of grant.
For options granted before the commencement of the
Companies Ordinance (Cap. 622) on 3 March 2014, the
nominal value of the shares of HK$1 each in the capital of
the Company had been taken into account in determining
the exercise price per option share. (The Companies
Ordinance (Cap. 622) 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.)
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EERTHARER @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
Z2) EXRRARMEELIE2ARESEE b) Interests in options under share option schemes of the
TR REER @) Company and its associated corporation (Continued)
] AR Az SRR E (&) i) Share option schemes of the Company (Continued)
© EEXXTRITEEFZIMSE R (9) Remaining life of the DSBG Schemes:
A IRAT R B E R ARERT 2170 2014 The Old DSBG Option Scheme was terminated on 27 May
$5 R27 BRI - FTARERIIETT 2014 and all outstanding share options granted under the
B ERARERT B L A RITEZ Old DSBG Option Scheme and yet to be exercised shall
wﬁﬂgﬁﬁ‘ixﬁ KRERITEEHR remain valid. The New DSBG Option Scheme shall be
&t EIR 201445 A 27 B#EEF10 valid and effective for a period of 10 years commencing
FRBEM - £2024F5H268 @ ° from 27 May 2014 and expiring at the close of 26 May
2024.
RFBOTEETRREAE ERMNBRER No share options had been granted under the New DSBG
2015F 12 A31 8 & WEIRRREREKX Option Scheme since the date of its adoption to 31 December
FIRIT SR BT BRI - 2015.
REAIRITEBERRESTE - AAF Pursuant to the Old DSBG Option Scheme, certain Directors of
LETELE WJ% AMNETESERT the Company and its major operating subsidiaries were granted
RERITEBERRETEI T 2R - options under the Old DSBG Option Scheme. Details of the
EAFMBITERERBRETEI TN RITE movements during the year ended, and the status as at, 31
Z A REAREROEFEZ2015F12 A December 2015 of the Company’s outstanding share options
S1BLFEAZEERFEESR BN which have been granted under the Old DSBG Option Scheme
™ are as follows:
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BEERTHARTER @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
Z) ERATIEEEEB 2ARESZE b) Interests in options under share option schemes of the
TR REER @) Company and its associated corporation (Continued)
i) AR Az SRR E (&) i) Share option schemes of the Company (Continued)
AREAEZALARREE
Number of the Gompany’s shares in the options
R15E R20155

1A18 0155k 2015%R 201584 12A31H
B0 o fiE /%% B8 fEEY  BHA il

Cancelled/
Held at Granted  Exercised lapsed Held at Exercise Grant Exercise
ERA Grantee 11/2015" during 2015 during 2015 during 2015 31/12/2015 price date period
(#1) (8/R/%) (B/B/%)
(HKS) (DY) (DVAY)
EZ Directors
THE Harold Tsu-Hing Wong 2,907,927 - - - 2,907,927 891 121212011 121272012
121212017
1,038,545 - - - 1,038,545 796 211202012 21/12/2013 -
21/12/2018
Tia% Gary Pak-Ling Wang 2,700218 - - - 2700218 891 121212011 1242/2012-
1211212017
934,691 - - - 934,691 796 211202012 21/12/2013 -
2112/2018
RESHEO  Aggregate of other employees @ 2,492,510 - - - 2492510 891 121122011 12/12/2012-
1211212017
1,765,527 - (207,710 - 1557817 796 2114212012 2112/2013-
2111212018
311,564 - (62,313)° - 249,251 11.68  26/03/2014 26/03/2015 -
26/03/2020
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(Continued)

Z) EAQARMEBEEZZREREE b)

Interests in options under share option schemes of the
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THFEzRRERER @
i) KR a2 RREE (&)
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46 °
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Company and its associated corporation (Continued)
i) Share option schemes of the Company (Continued)

Notes:

(1) Adjusted as a result of the Rights Issue of the Company
completed in May 2014. The key summary of related adjustments
had been announced by the Company on 8 May 2014.

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

(3) The weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised
during the year ended 31 December 2015 was HK$15.745.

(4) All the existing share options under the Old DSBG Option Scheme
shall be exercisable upon vesting in 5 equal tranches between the
first and fifth anniversaries from the date of grant.

(5) Details of the computation of the value of options are shown in
Note 46 to the financial statements.

ii) Share option schemes of Dah Sing Financial Holdings
Limited, the holding company of the Company

The share option scheme of Dah Sing Financial Holdings
Limited (“DSFH”) adopted on 28 April 2005 (the “Old DSFH
Option Scheme”) had expired on 28 April 2015. On 27 May
2015, the shareholders of DSFH approved the adoption of a
new share option scheme (the “New DSFH Option Scheme”).
No further options can be offered under the Old DSFH Option
Scheme after its expiration but the provisions of the Old DSFH
Option Scheme remain in full force and effect to the extent
necessary to give effect to exercise of all options granted prior
to the expiration of the Old DSFH Option Scheme but not yet
exercised at the time of expiration.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b)

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

ii)

Share option schemes of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

In accordance with the requirements of the Listing Rules, a
summary of the Old DSFH Option Scheme and the New DSFH
Option Scheme (collectively the “DSFH Schemes”) is disclosed

as follows:

M

Purpose of the DSFH Schemes:

The purpose of the DSFH Schemes is to provide an
incentive and/or reward to grantees for their contribution
to, and continuing efforts to promote the interests of,
DSFH group of companies.

Participants of the DSFH Schemes:

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

Total number of shares available for issue under the DSFH
Schemes and percentage of total number of issued shares
as at the date of this Report of the Directors:

Following the expiration of the Old DSFH Option Scheme,
no further share options can be granted under the Old
DSFH Option Scheme.

The number of shares available for issue under the
New DSFH Option Scheme and any other schemes is
16,758,755 shares, representing 5% of the total number of
issued shares of DSFH as at the date of this Report of the
Directors.
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(Continued)
Z2) EXRRATRRMEBEE2ARETEE b) Interests in options under share option schemes of the
TR REER @) Company and its associated corporation (Continued)
i) ARE]ZHERN I HEE G R i) Share option schemes of Dah Sing Financial Holdings
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)

Limited, the holding company of the Company (Continued)

Maximum entitlement of each participant under the DSFH
Schemes:

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 Schemes 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 DSFH,
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 Old DSFH Option Scheme shall be exercisable upon
vesting in 5 equal tranches between the first and fifth
anniversaries from the date of grant.

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 DSFH, and is specified when related options are
granted. None of the existing share options under the Old
DSFH Option Scheme shall be exercisable within 1 year
from the date of grant.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

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

ii)

@)

Share option schemes of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

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 21 days upon offer of granting of
options or the date on which the conditions (if any) for the
offer are satisfied.

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 DSFH 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 DSFH’s shares traded on the SEHK
on the date of grant; and (ii) the average closing price of
DSFH’s shares traded on the SEHK for the 5 business
days immediately preceding the date of grant. For options
granted before the commencement of the Companies
Ordinance (Cap. 622) on 3 March 2014, the nominal
value of the shares of HK$2 each in the capital of DSFH
had been taken into account in determining the exercise
price per option share. (The Companies Ordinance (Cap.
622) 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
DSFH have no nominal value.)
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BEERTHARER @ INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)
) ERQATRMEBEIEZRARESTEE b) Interests in options under share option schemes of the

TR REER @) Company and its associated corporation (Continued)

i) AREZIERDNAAFT 2 HEEFR i) Share option schemes of Dah Sing Financial Holdings
NELZ RRIESE (&) Limited, the holding company of the Company (Continued)

9) ZEAFErEINBERUEN (9) Remaining life of the DSFH Schemes:
Rie &R BESTER2015F 4 The Old DSFH Option Scheme had expired on 28 April
RA2osAEM  FTBERBEANSHE 2015 and all outstanding share options granted under the
RAREST 2R T i R T 1 2 AR Old DSFH Option Scheme and yet to be exercised shall
IR « KT TR ETE B remain valid. The New DSFH Option Scheme shall be valid
201595 A27 HEFT10FAA XK - and effective for a period of 10 years commencing from 27
2202595 A 26 Hi@m ° May 2015 and expiring at the close of 26 May 2025.

RETE BT RIRAETT B B RM B -LZE 2015 No share options had been granted under the New DSFH Option

F12 318 ' WEAMRRERBERT Scheme since the date of its adoption to 31 December 2015.

BT RRBE T IR -

BIBAFEREDRETS - ARAREK Pursuant to the Old DSFH Option Scheme, certain directors of

HMEemMEIEBLENBANNE TEEER the Company and DSFH’s major operating subsidiaries were

FARHFERERKRAESTZIT 22K - £ granted options under the Old DSFH Option Scheme. Details of

K& MERBRETEITNRITEZ AR the movements during the year ended, and the status as at, 31

EAF SRR MNENBZ2015F12 H31H December 2015 of the DSFH’s outstanding share options which

HFERZEG N FREGZFBOT ¢ have been granted under the Old DSFH Option Scheme are as

follows:
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

b) Interests in options under share option schemes of the

TR REER @) Company and its associated corporation (Continued)

i) AREZIERNEIAFT 2 BEEEFR i) Share option schemes of Dah Sing Financial Holdings
RNELZ RS Z) () Limited, the holding company of the Company (Continued)

RBEES AN ERRHHA
Number of DSFH shares in the options
Raot5 Raot5
1A1B 2015%Am  20155R  201558@ 128818
#RY B i /%4 #8 fiER"  ®EA fifes
Cancelled/
Held at Granted  Exercised lapsed Held at Exercise Grant Exercise

RRA Grantee 1/1/2015% during 2015 during 2015 during 2015 31/12/2015 price date period

(87) (R/B/%) (R/B/%)
(HKS) (DY) (DY)
£ Director

THE Harold Tsu-Hing Wong 260,767 - - - 260,767 3835 121212011 12112/2012 -

12122017

156,460 - - - 156,460 31.88 211212012 2112/2013 -

21122018

Hfp® Others 521,534 - - (260,767) 260,767 3835 121212011 1212/2012 -
12122017

260,767 - - (104,307) 156,460 3188 21122012 2111212013 -

21/12/2018

i Notes:

(1) SRFEEN2014F 4 BT AT (1)  Adjusted as a result of the Rights Issue of DSFH completed in
HEEE o AFERE N 20144 29 April 2014. The key summary of related adjustments had been
M S e A o announced by DSFH on 29 April 2014.

(@ RREIETETAFTSRSKENBAR (2)  Share options were granted to certain employees of DSFH or
WET  BEAAFLRIELEBEMEL its subsidiaries, who are directors, senior executives or officers
AMEE  SLTHAEREEALE I of the major operating subsidiaries of DSFH and are working
AESEEIENT EEAY ] TENE under employment contracts that are regarded as “continuous
g o contracts” for the purposes of the Employment Ordinance of

Hong Kong.

(B) FERBAFSBMERRESETETS (8)  Allthe existing share options under the Old DSFH Option Scheme
EIEAZABRERN R R E1EESS shall be exercisable upon vesting in 5 equal tranches between the
EBES 58 F 2B a] F LAFTE o first and fifth anniversaries from the date of grant.

@) RREEBEZETHEHNTSBRERMT (4)  Details of the computation of the value of options are shown in

46 °

Note 46 to the financial statements.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

All the interests stated above represent long position. As at 31
December 2015, 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 2015, 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 Securities Model Code.

EQUITY-LINKED AGREEMENTS

Save for the share option schemes of the Company as disclosed
above, no equity-linked agreements were entered into by the
Company during the year or subsisted at the end of the year.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE COMPANY’S
BUSINESS

No transactions, arrangements or contracts of significance in relation
to the Company’s business to which the Company, its subsidiaries
or its holding company was a party and in which a Director of the
Company or an entity connected with a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 31 December 2015, 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.

HEBRITROEHZ
BRSO
Percentage of

FrERHEE interests in the

[E 20 Number of total number
Shareholder Capacity shares held of issued shares®
TEEE HERBHEEETHEER

%18 EFs A i e
Christine Yen Wong Deemed interest by virtue of her

spouse having a notifiable interest 1,045,626,955(" 74.58
RIeREERRAA Eatkn
Dah Sing Financial Holdings Limited Beneficial interest 1,045,461,643 74.57
LB SRR AR ErEAREEER
HSBC International Trustee Limited Trustee and corporate interest 1,045,461,643% 74.57

it

Notes:

BERNBIRESREFRA R TRA
EBETEDANERZ TEZRRBEARAFMN
BRARERCEE s N E TR BB EEROEE
FEARQARELD - TEEZS AU AR LR ER
Bz rEmMERRE - WEREBETTER L
[EEZRTRAESER | BEPAEFERARE
A

HERNBRELZERETERAR(TELRE
RDERRETERERBAEMKL 2 2H#E
RERFEAEDEZARNEBEAR R B R
HMEFHE - ELETARAERERARTRELAR
BIMERR D MIE L E - HEARMER L [E
ENITHEEER | BRI TEN DEEER | —
THPREE o

B REREAIFE 2 m B D L IREA AR
R2015F 12 A31 Az B #ITIRMBEGTE -

O]

Such shares represented the deemed share interest of Christine Yen
Wong by virtue of her spouse, David Shou-Yeh Wong being a substantial
shareholder of DSFH which held a controlling corporate interest in the
relevant share capital of the Company and interest in the Company held
through a company in which David Shou-Yeh Wong has a controlling
interest. Christine Yen Wong is taken to have a duty of disclosure
in respect of the deemed interest in the Company. These interests
comprise the same interest of David Shou-Yeh Wong under the heading
of “Interests of Directors and Chief Executive” above.

Such shares represent DSFH’s corporate interest in the Company
indirectly held by HSBC International Trustee Limited (“HSBCIT”) in
trust for a discretionary trust established for the benefit of David Shou-
Yeh Wong and his family members. HSBCIT is taken to have a duty of
disclosure in relation to the relevant shares of the Company held through
its controlled companies. Related shares have been included in the
“Corporate 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 issued shares of the Company as
at 31 December 2015.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

All the interests stated above represent long positions. As at 31
December 2015, no short positions were recorded in the register of
shareholders’ interests in shares and short positions maintained by
the Company.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every Director
and officer shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities (to the fullest extent permitted
by the Companies Ordinance (Cap. 622)) which he/she may sustain
or incur in or about the execution of the duties of his/her office or
otherwise in relation thereto. The Company has arranged appropriate
directors’ and officers’ liability insurance coverage for the Directors
and officers of the Group.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

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 2015.

MANAGEMENT CONTRACTS

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 2015.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2015,
calculated under sections 291, 297 and 299 of the Companies
Ordinance (Cap. 622), amounted to HK$9,982,000 (2014:
HK$72,479,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the year
ended 31 December 2015 have been set out in Note 45 to the financial
statements.
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REPORT OF THE DIRECTORS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSB(

FIVE-YEAR FINANCIAL INFORMATION

The published results and the assets and liabilities of the Group for
the last 5 years are included in the section of the annual report under
“Financial Summary”.

MAJOR CUSTOMERS

During the year ended 31 December 2015, the Group derived less
than 30% of interest income and other operating income from its 5
largest customers.

SUFFICIENCY OF PUBLIC FLOAT

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.

COMPLIANCE WITH THE RULES GOVERNING THE
LISTING OF SECURITIES ON THE STOCK EXCHANGE OF
HONG KONG LIMITED

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.

AUDITORS

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 3 years.

On behalf of the Board
David Shou-Yeh Wong
Chairman

Hong Kong, 23 March 2016
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HEARIES
DIRECTORS OF SUBSIDIARIES

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

REZE2015F12 A1 BIEFEAREE2016F The names of the directors who have served on the boards of the

3A23B (AIARRIzAFEEETSREEZHE) subsidiaries of the Company during the year ended 31 December

LA BEARBI B ARIEEENEE Y 2015 and up to 23 March 2016, being the date of the Report of the

2R - Directors of Company for the year, are set out below:

(SRR HES) (in alphabetical order)

Eric Edmund BARNETT Eric Edmund BARNETT

R s ) CHAN Seng-Lee

ek 2= M CHAN Sou-Chao (Kenneth CHAN)

BiErE CHIU Yuk-Fai Alick

EE Lon DOUNN

TS KONG Yiu-Fai (Eddie KONG)

2ipk LAU Shing-Tat Eddie

REE LEUNG Kwan-Yuen Andrew

FEE LI Hau-Tak (Gary LI)

R * LI Koon-Sing (Patrick LI) *

BRE MA Wai-Kin Thomas *

R Nicholas John MAYHEW

RRH NG Yuen-Tin

Richard Alexander OLLIVER Richard Alexander OLLIVER

EEH POON Clement

B R POON Kwok-Fai

EEEIR POON Wing-Fai Jimmy

2B SZE Tsai-To Robert

MR TO King-Yan Adam

BEH TSANG Yuk-Fong Elly

FirZ WANG Pak-Ling Gary

M WONG Hon-Hing (Derek WONG)

Fx2 WONG Mei-Chun Phoebe

TTE WONG Shou-Yeh David

FiEH WONG Tsu-Hing Harold

WOOCO NOMINEES LIMITED * WOOCO NOMINEES LIMITED *

=S YAU Ho-Wing Vincent

RizE YUEN Yat-To (Henry YUEN)

RE* ZHANG Fu *

* BRI/ TEBETARREEHBARESE * Those who have resigned/ceased as a Director of the relevant
7 o subsidiary(ies) of the Company.
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CONSOLIDATED INCOME STATEMENT

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

HZE2015F12 A31HIEFE For the year ended 31 December 2015
(LABETTh5IR) (Expressed in thousands of Hong Kong dollars)
L
Note 2015 2014
FEHBA Interest income 5,053,393 4,932,409
FEZH Interest expense (1,716,705)  (1,941,937)
FR B A Net interest income 7 3,336,688 2,990,472
R & RAS WA Fee and commission income 1,129,685 1,061,287
R E ke H Fee and commission expense (220,048) (229,567)
FIREERASBA Net fee and commission income 8 909,637 831,720
FEERA Net trading income 9 278,058 282,400
Hin @A Other operating income 10 62,559 60,429
EEIA Operating income 4,586,942 4,165,021
EiB Operating expenses 11 (2,239,658) (2,127,363)
NBRBE IR 2 & EEF Operating profit before impairment losses 2,347,284 2,037,658
BB EEEREMEERE Loan impairment losses and
other credit provisions 14 (496,352) (472,962)
HNBRETREREEEE 2 W Operating profit before gains and losses
EEEA 2 EERA on certain investments and fixed assets 1,850,932 1,564,696
& E M EE B E 2 FEE Net loss on disposal of other fixed assets (1,434) (2,579)
WEYFE AT ERAR 2F W Net gain on fair value adjustment of
investment properties 2,323 56,809
HEFEAFIRE 2 F W a Net gain on disposal of investments
in securities 15 16,568 17,036
RELEHE A RRE 2 BB Loss on deemed disposal of investment
in an associate 17 (47,617) -
JEIRESE &R F 2 345 Share of results of an associate 665,942 602,299
FEMR X RIEHIE S 2 #4E Share of results of jointly controlled entities 21,945 20,657
BRBE RIS F Profit before taxation 2,508,659 2,258,918
1| Taxation 16 (308,087) (225,309)
FERA Profit for the year 2,200,572 2,033,609
SBATS Attributable to:
ORI AR R Non-controlling interests (32 (32)
/N3 Shareholders of the Company 2,200,604 2,033,641
FERA Profit for the year 2,200,572 2,033,609
BE Dividends
2R AR S Interim dividend paid 18 154,217 140,154
BRAHREBIRAHRE Proposed final dividend/final dividend paid 18 378,532 364,496
532,749 504,650
BRER Earnings per share
=N Basic 19 HK$1.57 HK$1.49
e Diluted 19 HK$1.56 HK$1.48
FI9EEF 275 B 2 M ARG E Mz 2 — The notes on pages 99 to 275 are an integral part of these
& o consolidated financial statements.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015 93



I\VT\ = %ﬁ”

AN

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

HZE2015F12 A31HIEFE For the year ended 31 December 2015
(LABETTh5IR) (Expressed in thousands of Hong Kong dollars)
2015 2014
FERF Profit for the year 2,200,572 2,033,609
FEHMEE RS Other comprehensive income for the year
HigfTesmaBEnse ltems that will not be reclassified subsequently to the
BRI R - consolidated income statement:
TE Premises
REEFDBETERKE Reserves arising from reclassification of
W 2 premises to investment properties 1,393 36,533
e EMN EERE ltems that may be reclassified to the
WzsARAIIER - consolidated income statement:
BHEZE Investments in securities
RN R 2 A EF Fair value gains on available-for-sale
N EYE securities recognised in equity 59,093 260,490
ANEE (W), EEEE K Fair value (gain)/loss realised and
ERE W transferred to income statement upon:
— HEFAHEERS - Disposal of available-for-sale securities (16,568) (21,692)
— HERERRAHEEERH - Disposal of investments in securities
B EERREERK included in the loans and receivables
FEW RIS R R 2 FHIRE category which were previously reclassified
from the available-for-sale category - 3,756
WEEHRERLE EERIA Deferred income tax on movements
in investment revaluation reserve 6,063 (34,183)
48,588 208,371
BESIMEBT SRR MIELZSE  Exchange differences arising on translation
of the financial statements of foreign entities (209,767) (108,600)
MBRHIBR ZFE Other comprehensive (loss)/income
Hi2mE (&8), W for the year, net of tax (159,786) 136,304
HBRHRER 2 EFEIRESEAT Total comprehensive income for the year, net of tax 2,040,786 2,169,913
DECEAT Attributable to:
VR I AR R Non-controlling interests (32) (32)
ViN/NE )3 32 Shareholders of the Company 2,040,818 2,169,945
HBRHRER2EFEIREET Total comprehensive income for the year, net of tax 2,040,786 2,169,913
FEo9EZE B WS e A isgsy — The notes on pages 99 to 275 are an integral part of these
5 o consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

2015412 A31H
(LA B TITALZR)

As at 31 December 2015

(Expressed in thousands of Hong Kong dollars)

BaE
Note 2015 2014
BE ASSETS
e RERITHAERR Cash and balances with banks 20 17,505,906 14,838,986
FERTT1 = 12 1@ A R E HAE F 5K Placements with banks maturing
between one and twelve months 7,497,860 5,324,811
HIEEERENF Trading securities 21 8,572,394 6,850,362
EENATEFZBEE Financial assets designated
AN EREE at fair value through profit or loss 21 217,796 129,633
PTEEmMTA Derivative financial instruments 22 1,079,328 756,829
Xlﬁgﬁk&ﬁmﬁﬁ B Advances and other accounts 23 118,421,345 115,864,095
Al EE Available-for-sale securities 24 24,199,788 23,361,361
FFE R H Held-to-maturity securities 25 10,476,296 10,832,940
/N 7&% Investment in an associate 27 4,099,217 3,746,918
HEZEHFEIRE Investments in jointly controlled entities 28 71,119 65,694
= Goodwill 30 811,690 811,690
mEE Intangible assets 30 59,805 61,844
TEREMEEEE Premises and other fixed assets 31 1,941,866 1,786,594
"EYHE Investment properties 32 991,376 814,229
BB IR & = Current income tax assets 2,680 999
EERTBEE Deferred income tax assets 38 83,473 80,591
EESG Total assets 196,031,939 185,328,076
=N LIABILITIES
RITIER Deposits from banks 1,550,911 1,572,467
PTHESRTE Derivative financial instruments 22 1,458,432 1,146,825
RIEEERENAR Trading liabilities 34 6,270,630 5,597,614
EFPER Deposits from customers 35 150,847,903 142,580,239
BEITHERE Certificates of deposit issued 36 6,231,837 6,109,777
&IEER Subordinated notes 37 5,319,894 5,432,378
HbR B RIER Other accounts and accruals 2,620,814 2,658,437
BHAT IR B (E Current income tax liabilities 201,978 208,693
FERIB A& Deferred income tax liabilities 38 46,556 65,077
aE&a5 Total liabilities 174,548,955 165,371,507
Em EQUITY
V8 37 | #EE % B Non-controlling interests 15,384 15,416
AAFRRELERE Equity attributable to the
Company’s shareholders
&N Share capital 41 6,853,504 6,850,354
Hinf#E (BEREAEF) Other reserves
(including retained earnings) 42 14,614,096 13,090,799
REES Shareholders’ funds 21,467,600 19,941,153
EmET Total equity 21,482,984 19,956,569
EnkaEE Total equity and liabilities 196,031,939 185,328,076
EE2N2016F 3 A 23 Bt /& M IRREREM - Approved and authorised for issue by the Board of Directors on 23
March 2016.
E<FE FHHE David Shou-Yeh Wong Harold Tsu-Hing Wong
E2ZE T g Director Managing Director
F99BEEFE B M i RNG SIS SmR Tz — The notes on pages 99 to 275 are an integral part of these
) consolidated financial statements.
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GAENEDE
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

HZE2015F12 A31HIEFE For the year ended 31 December 2015
(LABETTh5IR) (Expressed in thousands of Hong Kong dollars)
FARRRELES
Attributable to the shareholders of the Company
RIEHE
BR
B Hiifhfe REEF Non- ERAq
Share Other Retained controlling Total
capital reserves earnings interests equity
2015%1 A1 R&E# Balance at 1 January 2015 6,850,354 1,176,810 11,913,989 15,416 19,956,569
FEXANREE Total comprehensive income
for the year - (159,786) 2,200,604 (32) 2,040,786
REBRER T EBRKN Issue of ordinary shares
pursuant to exercise of
share options 3,150 (769) - - 2,381
AR (AR (D 1E R Provision for equity-settled
HIERm &6 share-based compensation - 1,961 = = 1,961
2014 ERERE 2014 final dividend - - (364,496) - (364,496)
2015 FHHRE 2015 interim dividend - - (154,217) - (154,217)
2015512 431 A& Balance at 31 December 2015 6,853,504 1,018,216 13,595,880 15,384 21,482,984
BZE12A31 HLEEE
Year ended 31 December
2015 2014
BEAMRBRENR Proposed final dividend
2 B AR HAR S included in retained earnings 378,532 364,442

96 AFRITEEERRTF] | 20154540



GARBEBE
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

HZE2015F12 A31 HIEFE (B) For the year ended 31 December 2015 (Continued)
(LABETThyIR) (Expressed in thousands of Hong Kong dollars)
NG E L
Attributable to the shareholders of the Company
R IR
&
A R EE EthiwE REEF Non- ERat
Share Share Other Retained controlling Total
capital premium reserves earnings interests equity
20141 f1 REH Balance at 1 January 2014 1,251,371 4,404,692 1,037,187 10,356,871 15,448 17,065,569
R2014E3R3ABER Transition to no-par regime
REEEHE on 3 March 2014 4404692  (4,404,692) - - - =
FERANGEE Total comprehensive income
for the year - - 136,304 2,033,641 (32 2,169,913
BB Issue of shares under rights issue
(BHBEARAER) (net of share issue expenses) 1,192,533 - - - - 1,192,533
TR Exercise of share options 1,758 - (435) - - 1,323
IR AR D AER Provision for equity-settled
HIbam . Bt share-based compensation - - 3,754 - - 3,754
2013 FRERE 2013 final dividend = - = (336,369) - (336,369)
2014 R 4IRS 2014 interim dividend - - - (140,154) - (140,154)
2014412 A 31 A Balance at 31 December 2014 6,850,354 - 1176810 11913989 15416 19,956,569
F99EEF 275 B 2 M ARG sk 2 — The notes on pages 99 to 275 are an integral part of these
5 o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

HE2015F12 A1 BILEE
(AT TTALFIR)

For the year ended 31 December 2015
(Expressed in thousands of Hong Kong dollars)

L

Note 2015 2014
RETFH2HERE Cash flows from operating activities
L EE AR TR Net cash from operating activities 43(a) 2,484,441 5,571,711
RETEZHERE Cash flows from investing activities
BETE REMER Purchase of premises, investment

HthEEEE properties and other fixed assets (493,199) (139,556)
LEITE  REWZ Proceeds from disposal of premises,

T EL A [E 7E & EFTS 3R investment properties and other fixed assets 23 178
KEEEFTRIR & FEE Net cash used in investing activities (493,176) (139,378)
MEZEZRERE Cash flows from financing activities
BT @R Issue of ordinary shares

(BEHBRETRODER) (net of share issue expenses) 2,381 1,193,856
%/—?éﬁﬁﬁ% Issue of subordinated notes = 1,731,250
B[Ol &5 H 5 Debt securities redeemed - (775,285)
SBBEITREES RES Interest paid on subordinated notes and

B2 MR debt securities issued (278,573) (246,560)
k2 BB AR AR B Dividends paid on ordinary shares (518,713) (476,523)
BMEEB (FTA) MmARFE Net cash (used in)/from financing activities (794,905) 1,426,738
He R ERRSEE EMFEHR Net increase in cash and cash equivalents 1,196,360 6,859,071
FURERERREIEE Cash and cash equivalents

at beginning of the year 16,081,441 9,305,998
[ERFE o2 Effect of foreign exchange rate changes (127,473) (83,628)
FERASCREFDRLSEE Cash and cash equivalents

at end of the year 43(b) 17,150,328 16,081,441

FI9BEF 275 B M I AR SRR Z —

By e

The notes on pages 99 to 275 are an integral part of these
consolidated financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

1. —RER
AFRITEEBR AT ([ARAE ) SEEME AT
(%eh8 [ARNEE ) ERE - RFI R EIRART
SRR E AR ARTS ©

AAE Y —MEBRSEMOZEER AR -
ik BB S ET S LITE 1085 K¥T & @A 0 36
@ o

ARRZERARAHEHERERARRER
—REMRA -

BBAERI - WERA BRI AEE T Tz
PR WER201645F3 A23 AESE S #t 3%
ﬁ °

2. IEETBERBME

AT RREAPBERRARNZ EESEBOR
BrmARERSN - BUBE M BT RRE B -

2.1 mEEE

AEBEZFEMBHRRIZBEEGTMAS (&
BEAE]) IRMZMBERTENBRE
ZA(TERBPBHREEL ] REEMEERE
RHBARBUHREEA - FESHEN(ETES
AEADAREREZGE)  EEEBRAZ
SRR BB R RHEGI MRS

(Expressed in thousands of Hong Kong dollars)

1. GENERAL INFORMATION

Dah Sing Banking Group Limited (the “Company”) and its subsidiaries
(together the “Group”) provide banking, 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.

The holding company is Dah Sing Financial Holdings Limited, a listed
company in 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 23 March 2016.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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 all applicable 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.
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NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

2. FEEHBEBEm

2.1 wEEXE@m)

IR MBRRDBBEELKATRERE » I
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BEAMELER
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

These consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation of
investment properties, available-for-sale financial assets, 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.

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 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.

(@ New Hong Kong Companies Ordinance (Cap.622)

The requirements of Part 9 “Accounts and Audit” of the new
Hong Kong Companies Ordinance (Cap. 622) (“NCO”) come
into operation during the financial year, as a result, there are
changes to presentation and disclosures of certain information
in the consolidated financial statements.
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B 5 P o
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(Expressed in thousands of Hong Kong dollars)

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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

The following amendments to standards have been adopted by
the Group for the first time for the financial year beginning on or
after 1 January 2015:

Amendments from annual improvements to HKFRSs - 2010-
2012 Cycle, on HKFRS 8, “Operating segments”, HKAS 16,
“Property, plant and equipment” and HKAS 38, “Intangible
assets” and HKAS 24, “Related party disclosures”.

Amendments from annual improvements to HKFRSs - 2011-
2013 Cycle, on HKFRS 3, “Business combinations”, HKFRS 13,
“Fair value measurement” and HKAS 40, “Investment property”.

The adoption of the improvements made in the 2010-2012 Cycle
has required additional disclosures in the segment note. Other
than that, the remaining amendments are not material to the
Group.

(c) New standards and interpretations not yet adopted

A number of new standards and amendments to standards and
interpretations are effective for annual periods beginning after
1 January 2015, and have not been early adopted in preparing
these consolidated financial statements. None of these is
expected to have a significant effect on the consolidated
financial statements of the Group, except for the following
standards:
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(CABEEFThz5I7R)
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

(c)

New standards and interpretations not yet adopted
(Continued)

HKFRS 9, “Financial instruments”, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. The complete version
of HKFRS 9 was issued in July 2014. It replaces the
guidance in HKAS 39 that relates to the classification
and measurement of financial instruments. HKFRS 9
retains but simplifies the mixed measurement model
and establishes three primary measurement categories
for financial assets: amortised cost, fair value through
other comprehensive income and fair value through
profit or loss. The basis of classification depends on the
entity’s business model and the contractual cash flow
characteristics of the financial asset. Investments in
equity instruments are required to be measured at fair
value through profit or loss with the irrevocable option
at inception to present changes in fair value in other
comprehensive income not recycling. There is now a new
expected credit losses model that replaces the incurred
loss impairment model used in HKAS 39. For financial
liabilities there were no changes to classification and
measurement except for the recognition of changes
in own credit risk in other comprehensive income, for
liabilities designated at fair value through profit or loss.
HKFRS 9 relaxes the requirements for hedge effectiveness
by replacing the bright line hedge effectiveness tests. It
requires an economic relationship between the hedged
item and hedging instrument and for the ‘hedged ratio’ to
be the same as the one management actually use for risk

management purposes.

Contemporaneous documentation is still required but is
different to that currently prepared under HKAS 39. The
Group has already commenced the assessment of the
full impact and so far has not decided to early adopt the
standard, which shall be effective for the financial year
beginning on 1 January 2018.
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2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

(c)

(ii)

New standards and interpretations not yet adopted
(Continued)

HKFRS 15, “Revenue from contracts with customers”
deals with revenue recognition and establishes principles
for reporting useful information to users of financial
statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an
entity’s contracts with customers. Revenue is recognised
when a customer obtains control of a good or service
and thus has the ability to direct the use and obtain
the benefits from the good or service. The standard
replaces HKAS 18 “Revenue” and HKAS 11 “Construction
contracts” and related interpretations. HKFRS 15 is
effective for annual periods beginning on or after 1
January 2018 and earlier application is permitted. The
Group is assessing the impact of HKFRS 15.

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(@) 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. |dentifiable 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.

Impairment testing of the investments in subsidiaries is required
upon receiving a dividend from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of
the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.
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(Expressed in thousands of Hong Kong dollars)

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(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, 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.

(c) Associates

Associates are all entities over which the Group has significant
influence but not control. Investments in associates are
accounted for using the equity method of accounting and
are initially recognised at cost. The Group’s investment in an
associate 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.
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(Expressed in thousands of Hong Kong dollars)

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(c) Associates (Continued)

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount
of the associate and its carrying value and recognises the
amount adjacent to “share of results of an associate” in the
income statement.

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.

(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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.

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 BREWA 2.5 Dividend income
s B P 748 B2 (B WA BR AT 3R o2 AR ) e S By 7 W e R Dividends are recognised in the income statement when the Group’s
2

tx

right to receive payment is established.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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 financial assets were acquired. Management determines the
classification of its financial assets 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.

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
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2.6

2.6.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial assets (Continued)
Classification (Continued)

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

(i)  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.

(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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets (Continued)
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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets (Continued)
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

2.6.3

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial assets (Continued)
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. Upon derecognition, the gains and losses
previously recognised in equity are reclassified into the income
statement.

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 income statement as impairment charge on
held-to-maturity investments.
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2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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:

° Delinquency in contractual payments of principal or
interest;

o 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

o 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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2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.



(CABREFThz5I7R)

2.

FESHHEBE@m)

2.7 SREERE@

(F) e AS R BE (&)

B REEEZARARAESRENKE - &
[REREARIARRE A R BUR A 2 (kR -
MEER  ARER > HEMABRRZAE
AIBRABEREREENNE) K —HNB
2o KEERRSAELFARARESRE
RIDERBR - MR B EELERE
BHER -

EEFCREEER  BEEAEZEITR
BEEFEE -  ZERETKIE LEEF
KT B RS BRME - MARKE S
EERBEZHE  BARERSRANE
SR ERHE o

R AR B - REBBESRED R
BRI SR (BT R R B AR E IR (1)
WIEBAGEEFRRE)  AEBHBFE
RIE B EERARERRRRD - BB/
BN HER o

B 5 Y o
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(Expressed in thousands of Hong Kong dollars)

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (Continued)
(@) 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 uncollectible, 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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2.7

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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 and are derecognised when the

obligation is discharged, cancelled or expires. 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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2.8

289

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.

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.



B R R M ot
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

2. FEEHBEBEm

29 THESRIERHHETEE @

fird & H b & B T B 2 RN HT4E T A (fIanm]
BREFA A GHEEPYIFUARBERRE
FEMEMEENEHEETRERTAESE)
AP I K [ e B 2 S 40 30 SR U B RS -
TANAIFNRFEFEREEHAABER
AMERERITETRRE - RAKBIERERTEZ
RKAEHBARFEFEREEGT ARSI
WENRITETRERAFESE  EAFER
BEPOWERAER

RAFEERIEBNIEFORNZITETR
EBWIEE /LN TR » & IZABURE S
HEZHE - ARBEEEE TITETARDHER
BEXEBEATENETTA - AEEFEL
HeEETHRENTETARRY T EE -

REBM RT3 5 I 5 Fe S 5 T LB AT 1R
BNEE  IYEEERRERBRMETE TH
R BH R o AEE TR EFFERE
AREHRSNTET AT HHHATEZS
BRERBEHTE

(F) AFESH*

EHEELN & FREERFEHPNITET
EORFEEE - &R &5 E R
HhBEERAENEANRITFEZS R
WeRr A DEFEERA - AR EE Rz
BMITAZFRE BEIBTAR-

LR T BN ARG RENRE
AlEMERAN R AEFE ZRETIEE RE
EH) SR EE B 22 HI R BAFE A W s R o
HEEEEREBMNEE HEZWE A
Bk e

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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. The legally enforceable right must not
be contingent on future events and must be enforceable in the
normal course of business and in the event of default, insolvency or
bankruptcy of the Company or the counterparty.

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. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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 “Advances and other accounts — 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 (“EC”) 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 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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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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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

(iii)  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. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.

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).

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised in the income
statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.

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.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Investment properties (Continued)

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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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 an 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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Current and deferred income tax (Continued)

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.

2.20 Employee benefits
(@)  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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Employee benefits (Continued)

(@)  Pension obligations (Continued)

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 capital”
account.

(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.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.20 Employee benefits (Continued)
(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.

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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Leases (Continued)
(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.

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.
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(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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.

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.



B R R M ot
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

2. FEEHBEBEm

2.27 IREBEBERIREE @)

E}Z%EET\@%&E% CEEEMERRM TR
REERMKZ A B MO E R 4L
mSE » R RERR R A

SREEEARBESMHMAELELEZEE M
HEEERERERZENBENINZ —RRERD
TEE E 2 h3R MR R o

EJZ%%F$@%&’§E§U BERNEEREA A e
SREMERRMEDRE SEEREFNa
Zé S - BIRERREE -

3. HMBERER

AEEZEEEBAZETRZUBRR - %%
EBEBF RN - L BXRERETIEE
ZERAERR - BAERRDEREB IR
DB - MRERR DR E R A # R 21K
R At AEEZBRR/EE W FEREED
W WRHAREREREMEENTREZER

2KE-

ﬁ'ﬁ@Zﬂﬁﬁ%ﬂ%ﬁ%EE%@EH&’WEJREEL
B RESERERBREMES - B Rk E
FAR] SR SEE 2 B R R AR T %Eff)ﬁ&li
HERERREERRERSARKRTS - EM
NMREBHIZ B -

[R\Be B IR T B R E S AE 2 BB R B M BUR T
0T - EFSRERREERERZES (AR
ERFARZEE D EEREETRRARZE
2 - WhEERER (TEERRE ) R ARZI)

RREESEFEEMER - LI RAEREE
BB EEREREE RIEGIOR o

(Expressed in thousands of Hong Kong dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.27 Contingent liabilities and contingent assets (Continued)

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.

3. FINANCIAL RISK MANAGEMENT

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 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 (“GRD”) 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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3. FINANCIAL RISK MANAGEMENT (Continued)

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. 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 GRD 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 and operational 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 bonds
and other bonds.

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter (“OTC”) instruments,
including derivatives, to take advantage of short-term market
movements in equities and bonds and in currency and interest rate.
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.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.1 Strategy in using financial instruments (Continued)

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 (“GCC”) for approving
major credit exposures. The Credit Management Committee (“CMC”)
and the Treasury & Investment Risk Committee (“TIRC”) are the
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.

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 GRD. The Group’s
internal auditors also conduct regular reviews and audits to ensure
compliance with credit policies and procedures, and regulatory
guidelines.
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FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

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

3.2.1 Credit risk measurement

321 FERETE

136

(FF) B REH

AEBEERZXZHF RN 2P MR
ThkEMEBEE CERRBRZEEE
BEF - RREEZIERAR/()TLPHRXH
HFZEERR  (VEPRXZBFZH
BEBREE ;I (i) REEFHEGE -

()  AEBIRFTEE 2 WEBRF &I E KR
EEREPZEERE - %FNER
NEREIEE - BE —REESMANEER
FPEAB 2 HE - BEINRFAEZE
PSR R ETHE - AEETP
#5813 43 13 AR Rl A 57 4 /5 3 KRFAR
BRI 25 NHFE3.2.37 « EfER
AEEREHAERERTERE
HEREEEERTREERLRF
BIRR o FRITERFBEERNE
T RE A o

BEAZPZEERERENEERR
FREEEERREERZINBTIZE
BEHATE - MERRTEHERZ
BEARGEES EKIBEEBRERAR
BEMETER -

(i) BRERBRBREEFEENERERR
keEfirRBERRERAEZER
BfE-o

@iy AR RARE R E 2 A EHFES3.2.3
AE=S U

AFRITEEERRTF] | 20154540

@

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)

(ii)

(iii)

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.

Current exposure represents the actual utilisation of a
credit facility and contractual obligations including both
outstanding exposure and undrawn commitment.

The assessment of individual and collective impairment is
detailed in Note 3.2.3.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

(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.

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.
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(Expressed in thousands of Hong Kong dollars)

3.2

3.2.1

FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

Credit risk measurement (Continued)

(d)  Derivatives (Continued)

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.

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.

S

G
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.2 Risk limit control and mitigation policies (Continued)

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
GCC 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.

(@ Loans and advances

The Group has guidelines on the acceptability of specific

REBROAZMRMERES - T2EAE classes of collateral for securing loans and advances. The

RS principal collateral types are:

o EIRYE o Mortgages over properties;

o BHEKEENREE HTERERK . Charges over business assets such as premises, inventory
B and accounts receivable;

o HRepIANEBEEANRKRE &

o HEIFE -

o Charges over financial instruments such as debt securities
and equities; and
° Charges over deposits.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

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

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

All counterparty credit risk for derivatives trading are managed
as part of the credit risk control and monitoring process in
respect of the counterparty including credit controls such as
setting individual limit for valuation risk, daily settlement limits
and performing periodic credit assessment. Moreover, the
Group requires all derivative contract counterparties to enter
into International Swaps and Derivatives Association Agreement
or analogous master 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.

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).
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.3 Impairment and provisioning policies (Continued)

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;
o Cash flow difficulties experienced by the borrower (e.g. equity to
debt ratio, net income percentage of sales);

° ERERZHAET ° Breach of loan covenants or conditions;

. FIRTREIRT . Initiation of bankruptcy proceedings;

. BRAZHEFENRE & . Deterioration of the borrower’s competitive position; and
. EIHR@EE T - o Deterioration in the value of collateral.

AEEZBRRERLEF IR HEFEHIER
FEZRFAEENSREELEARIEREE -
BB B BRI E AR P 2 (8 BB (E 2 T R Bl 22
AHEERBERARS M2 BRMAE © FEEBE
BE%ERRE AR 2 R (BB ERER
BEAITIE) RIBFT WA AN E R a0 1O B3R B
H

RARHEREREER () EREREEMKF 2E
BREEAS k() EFEEREENREZE
EfEH -

TR FARBEEABRAERRER3
BEZARFRAERN AN LA REEERER
W K5 FEREIRE 26 (& Bl RFAd K n & FFE ) B9

EEx-

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.
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.3 Impairment and provisioning policies (Continued)

2015 2014
BEEE BB
BT IHEREREE
ERREBX Botk ERREBX ERaNsd
B2tk  Impairment B2 Impairment
Loans allowance Loans allowance
and as a % of and as a % of
advances loan balance advances loan balance
0/0 0/0 0/0 0/0
487 Class
1—1E% 1 - pass 98.6 0.3 99.2 0.2
2—FRlEEE 2 — special mention 0.3 8.9 0.2 10.1
3— IR IAT 3 - sub-standard or below 1.1 29.9 0.6 41.7
100.0 100.0

BRAEE BERTES 2 EETS SRS
MDA -

F1AERER] B2AEERNAERTRF LD
ZEIEFIR  RRERABRFMRENREE
AE2BMNENEMERRE ZENA T ERE ©

F245 [FHE] B8 AKBABERTRR
RR B0/ - KRERALRBREE - RiEH
EEBHEERRERL  AINESAKERRE

IR o

S

\

F3MR [RFEZAT ] BERNEERIERTR
EBPZENEF1IR - KRIEFALREAR
BefE T8 2 M - SN AT AL 2 Bl ol B AR [
REBMGRLEBAZERRAFER - BHA
EEAER/FFEBBRZER - XKHFZERK
RREZMEEET REREERAEERD -

AFRITEEERRTF] | 20154540

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. HKEERERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
324 R AEFEZHHETXEMEEIES 3.2.4 Maximum exposure to credit risk before collateral held
FiZREEEREEE or other credit enhancements
2015 2014
FHEEABRANEEZFERBRENT : Credit risk exposures relating to
on-balance sheet assets are as follows:
& RIERITH AR Cash and balances with banks 17,505,906 14,838,986
FERIT1IE12@AR Placements with banks maturing
BB F R between one and twelve months 7,497,860 5,324,811
BIEE BB RE? Trading securities 8,572,394 6,850,362
EENAFEFZEBEES) Financial assets designated at fair
FFABRNERIEE value through profit or loss 217,796 129,633
PTESRTE Derivative financial instruments 1,079,328 756,829
XEERRBR Loans and advances to customers
BAER KRB Loans and advances to individuals
—ERAFR — Credit cards 4,706,017 4,057,656
—IRIBER - Mortgages 31,273,079 29,109,305
—HAh — Others 9,729,001 8,660,111
EERRBK Loans and advances to
corporate entities
—BHER — Term loans 29,150,773 29,903,231
—RI\ER — Mortgages 16,016,536 14,074,495
—Bo5mE — Trade finance 7,986,955 7,135,572
—HAb — Others 10,762,963 12,289,676
S Trade bills 6,469,899 7,384,057
Hib &= Other assets 3,040,889 3,784,908
AR EES Available-for-sale securities
—BEBES — Debt securities 23,733,600 22,960,382
BEEEES Held-to-maturity securities 10,476,296 10,832,940
188,219,292 178,092,954
EHREEABRINEE 2EERRENT Credit risk exposures relating to

off-balance sheet items are as follows:

MBS ERREMEERBZIARE Financial guarantees and other credit
related contingent liabilities 1,215,161 1,487,700
EFRE M EMEERRE 2 &E Loan commitments and other credit
related commitments 69,244,002 69,193,856
70,459,163 70,681,556
12 A31H At 31 December 258,678,455 248,774,510
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
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 worst case scenario of credit risk
exposure for the Group at 31 December 2015 and 2014, 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:

. 4% of the loans and advances portfolio are categorised in the
top grade of the internal rating system (2014: 5%);

° 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 (2014: 98%);

o Loans and advances to customers that are either individually
or collectively impaired constituted 0.75% (2014: 0.35%) of the
total loans and advances to customers; and

. 73% (2014: 71%) of the investments in debt securities and other
bills have at least an A- credit rating.
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3. WEERERE @
3.2 SER@m
325 B RB

BEPERRBHBAMT :

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.25 Loans and advances

Loans and advances to customers are summarised as follows:

2015 2014
8 HA K AR AE Rl RUE Neither past due nor individually
impaired 107,020,778 103,540,813
BHB R E R RE Past due but not individually impaired 1,808,227 1,340,946
&R E Individually impaired 796,319 348,287
ik Gross 109,625,324 105,230,046
W ORIEEE Less: allowance for impairment (686,025) (508,813)
R Net 108,939,299 104,721,233
2015 2014
MEER KRR Impaired loans and advances
—ERIRE (5 (FR)) — Individually impaired (Note (a)) 796,319 348,287
—fFaRE(E(2)) — Collectively impaired (Note (b)) 21,815 20,179
818,134 368,466
NENIERE S Impairment allowances made
— [ERIFEE (FE(FR)) - Individually assessed (Note (c)) (327,953) (217,744)
— e (GE(2)) - Collectively assessed (Note (b)) (20,026) (18,578)
(347,979)  (236,322)
470,155 132,144
BFEEHRRAFE" Fair value of collaterals held* 582,726 169,394
WEEREBHRIEREFER Impaired loans and advances
LBFEBRE AN as a % of total loans and
advances to customers 0.75% 0.35%
* ERRAFEDBREERGMERERKRERS * Fair value of collaterals is determined at the lower of the market value of

£ METREEETE

collateral and outstanding loan balance.
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(Expressed in thousands of Hong Kong dollars)

3.
3.2

3.2.5

Note:

FINANCIAL RISK MANAGEMENT (continued)
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$686,025,000 (2014: HK$508,813,000), comprising an allowance
of HK$327,953,000 (2014: HK$217,744,000) for the individually
impaired loans and the overall collective impairment allowances
of HK$358,072,000 (2014: HK$291,069,000) 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 23.
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
3. UHEEEE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 BRRB5 () 3.2.5 Loans and advances (Continued)
(FF) fEan B R 2 (B FIR (B 2 Bk e 250 (@ Loans and advances neither past due nor individually
impaired
ERRBREEH EERLEREAHRE The credit quality of the portfolio of loans and advances that
& BB T — AR BRI 52 8.2.3 F R kI 3 K were neither past due nor individually impaired is normally
SREN RS - assessed based on the three broad gradings mentioned in Note
3.2.3.
EFERR
fBA(ZEEF) - BRER
Individual (retail customers) Corporate entities Total loans
ERF EARE and
Credit  REBEH At BHER  BBER Trade Rt advancesto
20155125318 At 31 December 2015 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
a5 Class:
1-E% 1-pass 4,651,874 30,761,014 9,542,438 28917171 15,713,957 7,542,065 9,824,553 106,953,072
2-KAEE 2 - special mention - - 10,963 4,000 2,869 34,961 12,589 65,382
3-REFUT 3 - sub-standard or below - 613 1,660 - 59 = - 2,324
A Total 4,651,874 30,761,627 9,555,061 28921171 15,716,877 7,577,026 9,837,142 107,020,778
RPEHR
fIA(ZEXR) % i
Individual (retail customers) Corporate entities Total loans
iR B5mE and
Credit  KIEEH i EHER  REEX Trade £ff  advancesto
145124318 At 31 December 2014 cards  Mortgages Others ~ Termloans ~ Mortgages finance Others  customers
i Class:
1-I% 1 - pass 4,001,781 28,709,991 8,495,624 29800290 13,923,338 6,847,063  11,644961 103,423,048
2-KilEE 2 - special mention - - - 18,500 31,928 37,122 16,689 104,234
3= KBS 3 - sub-standard o below - 297 954 11,184 1,026 - 70 13,531
At Total 4,001,781 28,710,288 8,496,578 29,829,974 13,956,287 6,884,185 11,661,720 103,540,813
RS TR 2 IR B E R E B H K Mortgage loans in the sub-standard or below class were
iz BB E T E AARRE assessed as not impaired after taking into consideration the

value and recovery of collaterals.
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
3. HBREBRERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 BHRB (@) 3.25 Loans and advances (Continued)
(2) BEIERBEZ B REZH (b) Loans and advances past due but not impaired
EFERR
EA(BEEF) ¥ R
Individual (retail customers) Corporate entities Total loans
HiES e and
Credit  RBEX R FHER BRER Trade Eft  advancesto
20155125318 At 31 December 2015 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
A1 ERINUT Past due up to 1 month 32,555 422,907 135,387 10,649 170,200 74,775 517,262 1,363,735
BE1ERNEZ3MAA Past due more than 1 month
and up to 3 months 11,000 61,160 25,094 5,037 18,779 6,532 90,016 217,618
BHEANEZ6MEA Past due more than 3 months
and up to 6 months 6,105 - 8,901 7,850 - 1,279 51,238 75,373
BE6EANLE Past due more than 6 months 4,483 16,995 5 37,168 21,284 240 71,326 151,501
At Total 54,143 501,062 169,387 60,704 210,263 82,826 729,842 1,808,227
FEERm  ATE" Fair valug of collaterals* - 500,661 4,523 59,259 205,800 25,115 653554 1,448,912
KFERR
EA(ZERR) % B
Individual (retail customers) Corporate entities Total loans
ERR ECEE and
Credit  REEH e BHER  BBER Trade £ advancesto
0145124318 At 31 December 2014 cards  Mortgages Others  Termloans  Mortgages finance Others  customers
At AR E AN Past due up to 1 month 33,321 355,169 129,107 13,059 101,648 48,782 449,440 1,130,526
SB1ERNLEZEA Past due more than 1 month
and up to 3 months 11,654 24,033 22,858 - 8,237 24,294 52,159 143,235
DE3ERL Z6MA Past due more than 3 months
and up to 6 months 6,566 10,669 6,309 - - - 12,444 35,988
BE6EANLE Past due more than 6 months 4,334 4,761 5 - - 240 21,857 31,197
At Total 55,875 394,632 158,279 13,059 109,885 73,316 535,900 1,340,946
FREEARRZATE" Fair value of collaterals* - 390,398 3,367 3,469 109,623 12,987 463,764 983,608
* @Bz AFEIBERELGTERER * Fair value of collaterals is determined as the lower of the market value of
REBEH MEPREEME ° collateral and outstanding loan balance.
VEBERERRBHE  HEERIZA Upon initial recognition of loans and advances, the associated
FTEIMKEEFGEBAEEZHEEREAM collateral is valued based on valuation techniques for the particular
o BER R BB ATFENZ2E assets. In subsequent periods, the fair value of such collateral is
TS ERKEEEERBMERN - updated by reference to market price or indexes of similar assets.
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3. UHEEEE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 BRRB5 () 3.2.5 Loans and advances (Continued)
(A) 1EFREZ EFEZ R 2 (c) Loans and advances to customers individually impaired
NEB R AR BT EIE G 2RSSR The individually impaired loans and advances to customers of
ZERIRESFER MBI A 796,319,000 the Group before taking into consideration the cash flows from
B0 (2014 4F : 348,287,000 7T) ° collateral held is HK$796,319,000 (2014: HK$348,287,000).
ERIREE R & B 2 4258 2 AN & B s The analysis of the gross amount of individually impaired loans
VEER 2 HERE A QA FEEE RS0 and advances by class, along with the fair value of the related
™ collateral held by the Group as security, is as follows:
HEER-
BEA(BERF) % fRBI{
Individual (retail customers) Corporate entities Impairment
E5E allowances -
REER Ay  BHER  REEX Trade Eft & individual
0155125318 At 31 December 2015 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{ERREER Individually impaired loans 10,390 4,553 168,898 89,396 327,103 195,979 796,319 327,953
HEARRZATE" Fair value of collaterals* 10,365 3,001 118,088 79433 220,273 151,566 582,726
WEER-
fIA(ZERP) % (BRI
Individual (retail customers) Corporate entities Impairment
BoRE allowances -
REER iy, BHEX  %EER Trade At A indvidual
0145124318 At 31 December 2014 Mortgages Others  Termloans  Mortgages finance Others Total  assessment
{ERIRESR Individually impaired loans 4,385 5,254 60,198 8,323 178,071 92,056 348,287 217,744
REARRZATE" Fair value of collaterals® 4,385 3,391 6,509 7,304 91,168 56,637 169,304
* ERDBZ AFEDBRBERRTERER * Fair value of collaterals is determined as the lower of the market
REBEH MEPLEEME ° value of collateral and outstanding loan balance.
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(AT TTAIYIR) (Expressed in thousands of Hong Kong dollars)
3. HXEEKRERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 B RB &) 3.25 Loans and advances (Continued)
(T) #2EI3 187 ULEZ B KRB (d) Loans and advances overdue for more than 3 months
)y BwHREEERERE ()  Gross amount of overdue loans
2015 2014
BEREER EERR(EE
REEE EasE
Gross Gross
amount of 4%  amount of Ih4a%E
overdue Bot overdue Bokt
loans % of total loans % of total
REBRFER Gross advances to customers
4REE - mH which have been overdue for:
—3EANLEZ=61EA — six months or less but
over three months 229,892 0.21 97,112 0.09
—6EAUEE1F — one year or less but
over six months 260,593 0.24 39,052 0.04
—1FUE — over one year 209,635 0.19 185,726 0.18
700,120 0.64 321,890 0.31
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
3. HMBEERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 BHRB (#) 3.25 Loans and advances (Continued)

(T) BEI3 187 ULZ BRI (%) (d) Loans and advances overdue for more than 3 months

(Continued)
(i) BHREZEERRBRZBEEERER (i)  Value of collateral held and impairment allowances
s mE against overdue loans and advances
ENREH ERq HERERE -

KEBHE B gl gl HfhfE g {BRIHE
Outstanding Current ~ FrA®HH KeEREFH BERESEE  Impairment

amount of market Portion  Portion not Other allowances -

loans and valueof  coveredby  covered by credit risk individual

2015512831 R At 31 December 2015 advances collateral collateral collateral mitigation  assessment
AEREEEFERRE]  Overdue loans and advances

to customers 700,120 1,196,607 525,584 174,536 - 213,854

ERRE® B HEEE-

AEEZE BmE ERG ERG AfbfEE BRI
Outstanding Current  FAESG  Aeddeddd BRAEEHEE  Impairment

amount of market Portion Portion not Other  allowances -
loans and valueof  coveredby  covered by credit risk individual
201412431 H At 31 December 2014 advances collateral collateral collateral mitigation ~ assessment
BEREEEPERREN  Overdue loans and advances
to customers 321,890 233,734 160,454 161,436 - 146,562
i EE SRR FER RIRIEYE - Collateral held mainly represented pledged deposits and

mortgage over properties.
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
3. HBREBRERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
325 BEFRBZ (&) 3.2.5 Loans and advances (Continued)
(%) #MEHEF (EHE EIEE_LILZE (e) Rescheduled advances net of amounts included in
HE) overdue advances shown above
h#8% 1h#B%E
Bkt Bt
2015 % of total 2014 % of total
EPEX Advances to customers 243,284 0.22 171,817 0.16
B ZE Impairment allowances 15,825 =
326 BSZE. 3.2.6 Trade bills
R2015F12 A31 8 @A KREEIEA N £ As at 31 December 2015, there were trade bills overdue for six months
Z6AAKRGEANREE1F 2B EE DA or less but over three months and for one year or less but over six
1,975,000 7 7t & 3,070,000 78 7T M W7 £ e (B 2 B months of HK$1,975,000 and HK$3,070,000 respectively and no trade
SEE (2014 F : &) - bills were impaired (2014: Nil).
327 WEI#E# R 3.2.7 Repossessed collateral
RERFAEZWEERRAT Repossessed collateral held at the year-end is as follows:
2015 2014
BAEMHE Nature of assets
ek Repossessed properties 140,163 69,680
HAth Others 7,464 315
147,627 69,995
W B H R RIR A (TS R =R E » Bl RIE R A Repossessed collaterals are sold as soon as practicable with the
FWIRBBEERAREBET - proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.
& 51 7] % 15 48 {6 /563,255,000 7% 7T (2014 F - Certain other properties in the Mainland China with a total estimated
66,228,000 7T, ) Z £ B A #Y & T H 4 ) realisable value of HK$63,255,000 (2014: HK$66,228,000), which had
¥ AREFRESBEAMIEAREMS 2 ES T been foreclosed and repossessed by the Group pursuant to orders
FELAYIRERE R O o sZ K35 A 2 RAH E 33 issued by courts in the Mainland China, represent assets held by the
ZIEMEE | B TAFEBREZEE - HHEEZ Group for resale and have been reported under “Other assets” in Note

ERER R ILTER © 33. The relevant loans had been derecognised.

162  KHRITEEABRADTE | 2016545



B B P o
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
3. HBREBRERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 FEERK @ 3.2 Credit risk (Continued)
328 EREZEF 3.2.8 Debt securities
TRARR20154F K% 2014412 A 31 Bi% The table below presents an analysis of debt securities by rating
REIRIE E 2 SR T2 EISES o agency designation at 31 December 2015 and 2014.
BFEE EEN FHEERE HKRIHRE
RBEE AVEGE Available- Held-to-
Trading Designated for-sale maturity CHI
20155128318 At 31 December 2015 assets atfairvalue  investments investments Total
AAA AAA 249 - 997,458 - 997,707
AA-ZAA+ AA- to AA+ 8,572,098 - 7,104,515 1,372,442 17,049,055
A-ZEA+ A-to A+ 47 - 10,681,887 2,711,844 13,393,778
BIRBEERA- Rated but lower than A- - 209,618 2,756,536 2,191,143 5,157,297
RER Unrated - 8,178 2,193,204 4,200,867 6,402,249
At Total 8,572,394 217,796 23,733,600 10,476,296 43,000,086
BEEE BEN  AHREERE HEIHRE
BBEE ATEE Available- Held-to-
Trading  Designated for-sale maturity At
2014F12A 318 At 31 December 2014 assets at fair value investments investments Total
AAA AAA 245 - 1,072,104 - 1,072,349
AA-ZAA+ AA- to AA+ 6,849,743 - 6,120,273 1,591,932 14,561,948
A-ZEA+ A-to A+ 374 - 9,930,632 3,456,521 13,387,527
BR{BERA- Rated but lower than A- - 126,567 3,918,441 1,749,218 5,794,226
AR Unrated - 3,066 1,918,932 4,035,269 5,957,267
At Total 6,850,362 129,633 22,960,382 10,832,940 40,773,317
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3. UHEEEE@m 3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 FEERK @ 3.2 Credit risk (Continued)

329 WHBEEERBZEHEELEBEE 3.2.9 Concentration of risks of financial assets with credit risk
HREE exposure
(F) B (a) Geographical sectors
BEERZEBESWTIHIRED ZERKE Advances to customers by geographical area are classified
BRIZERAFELSE — RS B according to the location of the borrowers after taking into
EROWERTENEERATEZ R account the transfer of risk. In general, risk transfer applies
B Bz o when an advance is guaranteed by a party located in an area

which is different from that of the borrower.

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

20154 20144
12A31H 12H31H
At At
31 December 31 December
2015 2014

EP BN Gross advances to customers
— B - Hong Kong 88,670,794 83,856,418
— - China 7,374,771 8,278,746
—BF - Macau 12,007,126 11,435,277
—Hfh - Others 1,572,633 1,659,605

109,625,324 105,230,046
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

3. WEERERE @ 3.
3.2 SER@m

329 WMEECGEREBZtMEEZREMRE
HEEE (&)

(Z2) 1% (b)

EFERER — RIEREFREDR

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

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

Industry sectors

Gross advances to customers by industry sector classified
according to the usage of loans

2015 2014
EEBEANER Loans for use in Hong Kong
TrEs Rt Industrial, commercial and financial
—MEERE - Property development 1,909,605 1,741,185
—MERE - Property investment 16,136,906 15,752,867
— R - Financial concerns 1,118,110 821,938
—BRELL — Stockbrokers 965,931 133,234
—BEETERE - Wholesale and retail trade 4,144,996 4,497,466
—BlE - Manufacturing 3,026,032 2,971,483
— B BB - Transport and transport equipment 3,713,584 4,612,041
—R&EE) — Recreational activities 262,522 277,832
— BB — Information technology 72,019 22,938
—HAh — Others 5,454,602 5,036,198
36,804,307 35,867,182
EA Individuals
—BE [EEEHRENE] - Loans for the purchase of flats in
[RAZEERETE & Home Ownership Scheme, Private
[HEBHREE | BFER Sector Participation Scheme and
Tenants Purchase Scheme 869,023 962,720
—BEHEMEFEDERER — Loans for the purchase of other
residential properties 21,260,300 19,451,578
—fERARER — Credit card advances 4,465,225 3,838,208
— Fofth - Others 9,217,401 8,355,472
35,811,949 32,607,978
EEBFERHNER Loans for use in Hong Kong 72,616,256 68,475,160
B ZmE (5(1) Trade finance (Note (1)) 7,394,880 6,517,342
FEEBLIMERMER (7)) Loans for use outside
Hong Kong (Note (2)) 29,614,188 30,237,544
109,625,324 105,230,046
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3. WEERERE @
3.2 SER@m

329 WEECGERBZEHEES FEAME
HEEE (&)

(Z) 7@
i

() ERFIRZESMEARSETECMER
BIEELER]) I 2 AME3IMHE
AEBED - WAMBOMERE  URE
RESHMEASZFR -

THEREBZESGMEBER(BIEAFTR
TERRR ([RFRIT]) ZBIMRITHE
RAET 2B SRA) #18 592,075,000 7
7£(2014%12 A31H : 618,230,000/ 7T)
DR [EBBIMERMER] BT -

@ HEBREMMEBNEREBERTEERP
BEEBAIMERZER

3.3 hiEER

mIZRKR Ty s BT iE R R RERE( TSI 2E
BE  BEREERBRIMNGREZERRAR -

BRERGzmEEBEIHESS  REEERS
REEERMERRERRZESRESEERT
ZRENMZEZ S RARBRERIESIAERE - &
PR ERIZAE S B A K B EE mm N D[RR 48 51 3R
E - ZERBEEABETHRESHE LR -
R RERTSREREE(TMSERRE] Z
B AR RABNEERARTEERRK
MEARK - SERRRZ kTR R e (TR
REIEREER ) T — BB 2 ARE IR Rz
Y aELRRERMEFHLRE - A5 5t
B EREKEEZTRABRREZRABTHERR
FAERRBETRZKTEA - EA A RER
M BERBEERREEFEEEEEE-VE
hKERREZEE  EREENAREEGNE
FEEERIE -

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
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 the overseas subsidiary banks of Dah Sing
Bank, Limited (“DSB”)) totalling HK$592,075,000 (31 December
2014: HK$618,230,000) 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
GRD, 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.



B R R M ot
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

3. WEERERE @
3.3 WiEEE @

RIRITZMBABIRFIBRRITRNDBERAA]
(DRPIFMERT ) RAFRIT(PE) BRAA
(TR#RTT (PE) D) RIBE—EBERBMBOR
RERFHIBITRE 2 RETSRBRIZES ARITH
RITZMHEEE - KIIRIT 2 AREIR REES
ERRERREEPIFERITRAMIRIT (PE)
MEEEZTZRER

AEBRAEEERIRITRZ S ARER T
Az AR ERBR NIRRT o

331 FEEERZ T5ERE
THIst AE B ATTIRTT BRI %3817 o

AEBEZEERA - EINE - BFES - Bt
BEMTETAZEERRTEET SRR °

(FF) THREREE %

ERMZERRER AEEERZEER
BiRRA 2R BT SRR RIEHI TS
RBRERERBREEREAN - T2ARN
STEREEMSER G ETERALLT -

() TiEREREE

AEEEATSRBREESE - H—
RS AREERFIEEERRES
EM5 TS TEEETEERL - HE
AAEERNEESEKTEAIEELZ
AR - ph— B A H 2 EAEIEH
8 AEEZEREKFAEI9% - EFit
FIERMBRFATHER - EERIBRM
LSRRBEZ G EAKX - Bt
FANZ AN TR 2 8 T ISk i B
EEREBCRBaLEEEZBRK -

(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“DSB China”), which are subsidiaries of 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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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.8.1 Market risk arising from the trading book (Continued)

Market risk measurement technique (Continued)
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(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 one
calendar 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 RMCD.
Average daily VaR for the Group for all trading activities
during the year was HK$2,368,000 (2014: HK$1,821,000).

(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 RMCD 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.
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NOTES TO THE FINANCIAL STATEMENTS

(Expressed in thousands of Hong Kong dollars)

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

(@)  Market risk measurement technique (Continued)
(i)  Stress tests (Continued)
The results of the stress tests are reviewed by the Board
and its delegated committees regularly.

(b)  VaR summary of trading portfolio

BZE2015F12H31H HZE2014F12A31H

1E1218 A LIE12 18 A
12 months to 31 December 2015 12 months to 31 December 2014
F1g BS 543 15 &= =IK
Average High Low Average High Low
SN 2R Bz Foreign exchange risk 1,397 2,137 732 1,396 2,166 706
@ B Interest rate risk 471 1,459 181 1,089 3,201 240
Ea iy All risks 2,368 3,563 1,573 1,821 3,460 1,120

332 RERITHRZ 5 /mER
AREBZRITHRS - MHERAREZRERER L
BEERH TR -

(FF) THRERE B %

EEFE AR ZEERIZARE

BELERBESR  RETTRAMNREE - &
SIREEETHEEE  BUIEFAEE
IRITARP BRINERE - A EEAR XE
BRBRERR LHEAHE RHUHERE
EREEBREEANEFZFFIZENTEER

B e stHh REETERETHEEARSK
ARIMNERR ZMEBERBFHFREZE
EREEBRESN RENAH (REFSE
DAB) - EERE BTN AERE
BEERAEERITRP 2THRAR

BB A TS AR BEEAFERE
ERITARP 2 SRR o

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.
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio
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(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
of the non-trading portfolio in respect of MOP and RMB
arise mainly from the operation of overseas subsidiaries
in Macau and Mainland China. The net exposure positions
including the trading and non-trading portfolios, both by
individual currency and in aggregate, are managed by
the Treasury Division 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.

At 31 December 2015, if HK$ had weakened by 100 basis
points against RMB with all other variables held constant,
the profit after tax for the year and equity would have been
HK$14 million higher (2014: HK$10 million higher), mainly
as a result that the foreign exchange gain on translation of
RMB denominated financial assets outweighed the foreign
exchange losses on translation of RMB denominated
financial liabilities.

Conversely, if HK$ had strengthened by 100 basis points
against RMB with all other variables held constant, the
profit after tax for the year and equity would have been
HK$14 million lower (2014: HK$10 million lower).
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio (Continued)

(4)
(i) F=EER

REEFWR G EIRERITERSA
WA =R 2 EREHNEESE
BZ(EEBRFM) (KEBEBEKF
Y1) A BRI = = e 38 2 5 5] —
B gtEFEEHmE - XKL TS
RIS R mER SR T ERE
RRIBR M2 FRA LB 2 Bz o Bt
KBEBEERRM S @ ANERRBSH
Wm%—ﬁ'ﬁ“ﬂ:ﬁﬁ EYERMIT ALK
BEERE 2 B o RNEE R RITHR
7¥K%LAJ:W7?EZ%U$EL % o BLULTT
i BESRNBWARE R &
BER RN IS RME R 2
“‘WEHﬁJ:ﬂ"JZTE% EFehEER
EEREZER ([EERAEERE
E@JMJLEJ LR Z BRI R R ALK
FPRERE - BEAREREREEAE
HyEsp o

201512 A31 H - TG H e
BRETEMB T RETZ MHHE
EF2001EEE - RAK121E A 2 BRE
185 FI M 715 5 51l Bk 2> 46,000,000
7 72 (2014 4F = J& 2> 201,000,000
70 ) KR 4> 748,000,0007% st (2014
4 : 54> 843,000,000/87T) °

R 2014 4 K 2015 4F f&E F £ IMNE
[R\B e A R R B 2 BURRE DT 705
REEEEL R -

BR T SN Rl B Rl R LR - ANERE 2
B MR RS IR E T H
i EERR - Bt - BETNRNEER
BEABESRR - mHRREEM

AR B AR A S IR E BB A 2
= BEREMNEEAAHREKN
&L o

(i) Interest rate risk

The framework adopted by the Group to measure interest
rate risk exposures arising from its banking book positions
is consistent with the guidelines set out by the HKMA in its
Supervisory Policy Manual (“SPM”) on Interest Rate Risk
Management. 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.

At 31 December 2015, if HK$ and US$ market interest
rates had been 200 basis points higher with other
variables held constant, the profit after tax over the next
12 months and the equity would have been HK$46 million
lower (2014: HK$201 million lower) and HK$748 million
lower (2014: HK$843 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 2014 and 2015.

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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3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.3 Currency risk

The table below summarises the Group’s financial assets and

liabilities as well as off-balance sheet net notional positions and credit

commitments translated into equivalent HK$ amounts, categorised by

currency.
BT E sk N Hit £%
201551231 B At 31 December 2015 HKD usD MOP RMB Others Total
BE Assets
B RERITHEL Cash and balances with banks 5,645,828 7,749,441 496,360 2,062,617 1,551,660 17,505,906
ERT1Z 121 R REIEHFR Placements with banks maturing
between one and twelve months 300,001 5,060,782 - 1,825,588 311,489 7,497,860

FEEERENES Trading securities 8,572,347 - = 47 = 8,572,394
EENATENERAZH Financial assets designated at

SABRRSHAE fair value through profit or loss - 217,796 - - - 217,796
fTASRIA Derivative financial instruments 42,870 975,141 - 52 61,265 1,079,328
REER R E Advances and other accounts 84,545,684 17,186,933 5,872,044 9,870,768 945916 118,421,345

A EES Available-for-sale securities 3,452,398 20,051,995 631 456,016 238,748 24,199,788
FESES Held-to-maturity securities 540,206 6,513,189 1,994,338 1,132,754 295719 10,476,296
SREEAH Total financial assets 103,099,424 57,755,277 8,363,373 15,347,842 3,404,797 187,970,713
8% Liabilities
RITER Deposits from banks 103,918 1,446,107 152 112 622 1,550,911
fTESRIA Derivative financial instruments 29,639 1,413,377 - 581 14,835 1,458,432
BIEEERBNEE Trading liabilities 6,270,630 - - - - 6,270,630
REEH Deposits from customers 107,594,717 15,782,914 8,381,870 13,542,557 5,545,845 150,847,903
BRTHEE Certificates of deposit issued 5,945,244 286,593 = = = 6,231,837
RERR Subordinated notes - 4,096,710 - = 1,223,184 5,319,894
HiRE kR Other accounts and accruals 1,434,299 629,539 55,207 408,514 93,255 2,620,814
SREEAT Total financial liabilities 121,378,447 23,655,240 8,437,229 13,951,764 6,877,741 174,300,421
BEERRAKATE Net on-balance sheet positions (18,279,023 34,100,037 (730856) 1,396,078  (3,472,944) 13,670,292
BEERRIMRERRE" Off-balance sheet net notional

positions* 20,612,545  (33,002,743) - (283,729) 3,488,306 (185,621)

EE&IE Credit commitments 60,704,881 6,288,507 902,569 2,461,184 102,022 70,459,163

© AERERNMEARBFREIEMOAEAR

EINER BRI ZINES

e

BMIOTATANERF

AFRITEBERRTF] | 2015450

Off-balance sheet net notional positions represent the net notional

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. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

3.3.3 Currency risk (Continued)

BT e il ARE it At
2014512 4318 At 31 December 2014 HKD usb MOP RMB Others Total
BE Assets
Be RIERTHER Cash and balances with banks 2,181,349 8,858,496 383,548 2,631,821 783772 14,838,986
ERT1Z 121 R REIHRER Placements with banks maturing
between one and twelve months - 3,220,767 - 1,970,543 133,501 5,324,811
FIEEERGENES Trading securities 6,849,988 - - 374 - 6,850,362
RENATESEAHE Financial assets designated at
STABENEREE fair value through profit or loss - 129,633 - - - 129,633
fTAESRIA Derivative financial instruments 28,748 702,458 - 43 25,580 756,829
REERREfERE Advances and other accounts 81,415,606 15,015,931 5,458,779 13,145,687 828,092 115,864,095
ERESH Available-for-sale securities 1,972,138 20,393,558 631 673,141 322,393 23,361,861
2SR S Held-to-maturity securities 1,199,530 7,212,714 920,497 1,139,908 360291 10,832,940
CHEEAR Total financial assets 93,647,359 55,533,557 6,763,455 19,561,517 2453629 177,959,517
af Liabilities
BITER Deposits from banks 60,580 1,505,241 101 255 6,290 1,572,467
fTAESRIA Derivative financial instruments 25,820 1,048,669 - - 72,336 1,146,825
FIEEERENER Trading liabilities 5,597,614 - - - - 5597614
REEHR Deposits from customers 95474895 15,869,292 7,202,569 18,067,795 5,965,688 142,580,239
BETNERE Certificates of deposit issued 5,799,744 310,033 - - - 6,109,777
BERS Subordinated notes - 4,131,026 - - 1,301,352 5,432,378
Hifk B KR Other accounts and accruals 1,315,723 727,108 56,385 485,554 73,167 2,658,437
SREEAH Total financial liabilities 108,274,376 23,591,369 7,259,555 18,553,604 7,418,833 165,097,737
REABRNEETFE Net on-balance sheet positions (14,627,017) 31,942,188 (496,000  1,007913  (4,965,204) 12,861,780
BEEBRIMGREZEFE" Off-balance sheet net notional
positions* 25,959,998  (31,213,945) - 340,548 4,855,770 (57,629)
EERE Credit commitments 62,216,083 3,930,806 495,194 3,848,740 190,733 70,681,556
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FINANCIAL RISK MANAGEMENT (continued)
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.

3EANL 1)L
38R EE E5E
EDAN Over Over SENE FitE
3 months 3 months 1 year Over  Non-interest it
0155127318 At 31 December 2015 or less to1year to 5 years 5 years Bearing Total
&E Assets
R RERINES Cash and balances with banks 15,733,402 1,111,202 - - 661,302 17,505,906
ERT1 Z12EAA3ISBRER Placements with banks maturing
between one and twelve months 4,399,716 3,098,144 - - - 7,497,860
RIEEERROES Trading securities 2,421,056 6,121,951 29,387 - - 8,572,394
KENATEZEEEY Financial assets designated at
TABRNEREE fair value through profit or loss - - - 201,298 16,498 217,79
fTEERIA Derivative financial instruments - - - - 1,079,328 1,079,328
FHETREMER Advances and other accounts 96,168,243 8,017,829 8,099,579 1,678,326 4457368 118,421,345
THILERS Available-for-sale securities 2,782,122 2,139,471 12,311,285 6,495,894 471,016 24,199,788
BEIEES Held-to-maturity securities 3,503,986 677,165 6,295,145 - - 10,476,296
SREER Total financial assets 125,008,525 21,165,762 26,735,396 8,375,518 6,685,512 187,970,713
8 Liabilties
BB Deposits from banks 686,709 - 813,755 - 50,447 1,550,911
TEERMTA Derivative financial instruments - - - - 1,458,432 1,458,432
RIEEERRYER Trading liabilities 703,526 5,504,770 62,334 - - 6,270,630
BPER Deposits from customers 116,684,257 27,616,233 41,174 - 5800200 150,847,903
BRINEE Certificates of deposit issued 3,160,688 1,616,677 1,454,472 - - 6,231,837
iEBEH Subordinated notes - - 5,319,804 - - 5,319,804
KA R Other accounts and accruals - - - - 2,620,814 2,620,814
SREEAT Total financial liabilities 121,235,180 34,737,680 8,397,629 - 9,929,932 174,300,421
NESBEEAT (REHR) Total interest sensitivity gap (unadjusted)* 3773345 (13571018 18,337,767 8,375,518
NEfETAAN FE Effect of interest rate derivative contracts 2,825,721 795,495 2,326,751 (6,105,877)
NESRERA (£%) Total interest sensitivity gap (adjusted)* 6,599,066 (12,776,423) 20,664,518 2,269,641
@ R R B GRERE IR EERABRANEEM * Unadjusted interest sensitivity gap is determined based on positions of

BEMNFAEETE - KHENSHREZEDA
FOBE A X AR ETAM R ITE T A QMR
2o into to mitigate interest rate risk.

on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
takes into account the effect of interest rate derivative contracts entered
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

3fEANE 155k
3fEA E1E E5%
FUT Over Over SEME a8
3 months 3 months 1 year Over  Non-interest A
014512 A31H At 31 December 2014 or less to 1 year to 5 years 5 years Bearing Total
BE Assets
Be RERITHES Cash and balances with banks 12,616,114 464,207 - - 1758665 14,838,986
R Z12EAMEISBRER Placements with banks maturing
between one and twelve months 2,289,629 3,035,182 - - - 5,324,811
HEEERANES Trading securities 2,051,864 4,769,256 29,242 - - 6,850,362
KENATE2EEEY Financial assets designated at
TABRMEREAE fair value through profit or loss - - - 119,812 9,821 109,633
fTE2HIA Derivative financial instruments - - - - 756,829 756,829
ERETREMERE Advances and other accounts 83,291,573 10,575,020 11,120,258 6,104,592 4,772,652 115,864,095
AL RS Available-for-sale securities 2,417,059 2,094,641 12,424,145 6,034,710 391,306 23,361,861
RIS Held-to-maturity securities 2,231,325 2,186,169 6,415,446 - - 10,832,940
SHAEAT Total financial assets 104,897,564 23,124,475 29,989,091 12,259,114 7,689,273 177,959,517
af Liabilties
BITER Deposits from hanks 1501,734 - - - 70,733 1,572,467
TEERMIA Derivative financial instruments - - - - 1,146,825 1,146,825
HEEERANER Trading liabilities 3,016,569 2,533,351 47,694 - - 5,597,614
EEER Deposits from customers 117,845,733 19,276,547 789,799 - 4,668,160 142,580,239
BEANERE Certficates of deposit issued 2,460,682 1,014,801 2,634,204 - - 6,109,777
IEER Subordinated notes - - 3,516,676 1,915,702 - 5,432,378
A RER Other accounts and accruals - - - - 2,658,437 2,658,437
SREEAT Total financial liabilties 124,824,718 22,824,699 6,988,463 1,915,702 8,544,155 165,097,737
e gREE A (REAZ)" Total interest sensitivity gap (unadjusted)’ (19,927,154) 299,776 23,000,628 10,343,412
MEfETARH 2 Effect of interest rate derivative contracts 2,646,315 409,492 712,526 (3,842,627)
e gEERAR (EH%) Total interest sensitivity gap (adjusted)’ (17,280,839) 700,268 23713,154 6,500,785
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk

Liquidity risk is the risk that the Group is unable to fund increases in
assets or meet its payment obligations associated with its financial
liabilities when they fall due without incurring unacceptable loss.

3.4.1 Liquidity risk management process

The Group manages its liquidity on a prudent basis with the objective
to comply with the statutory standard and to ensure that there is an
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. Starting from 1 January 2015, the Group has
adopted the Liquidity Maintenance Ratio (“LMR”) introduced by the
HKMA to replace the liquidity ratio as a regulatory standard as part of
the implementation of Basel Il liquidity regime in Hong Kong. During
the period, the Group had maintained a sufficiently high LMR well
above the statutory minimum of 25%.

Moreover, the Group has maintained a sound liquidity risk
management framework in accordance with the requirements set
forth in the 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
LMR 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 LMR, budget and analysis
relating to liquidity and funding management.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
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 arm’s 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.

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
end of the reporting period to the contractual maturity date or, where
applicable, the earliest callable date.
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3. HMBERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 REBESE @ 3.4 Liquidity risk (Continued)
34.2 ZFIEHZ#7 (&) 3.4.2 Maturity analysis (Continued)
1ERAL 3EANL
B3EAHAT 3k 1E0E
PHEE  1fAEAT  Smonthsor Over B5%
Repayable Upto lesshbutover 3months  Over1 year SENE EHEAS it

015512431 A At 31 December 2015 on demand 1 month 1 month to 1 year toSyears  Over5years Indefinite Total
gE Assets
R RERINES (Cash and balances with banks 2,242,604 15,263,302 - - - - - 17,505,906
R Z120AR Placements with banks maturing

SEnER between one and twelve months - - 4,399,119 3,098,141 - - - 7,497,860
HEEERENES Trading securities - 970,485 1,866,683 5,685,617 49,609 - - 8,572,394
BEMLATETEELES  Financial assets designated at

FTABRNSREARE fair value through profit o loss - - - - - 217,7% - 27,19
fEeRIA Derivative financial instruments - 121,618 61,352 321,722 522,780 45,856 - 1,079,328
REEFREMES Advances and other accounts 8,267,084 13,158,097 13,997,865 16,916,271 29,030,243 35,731,575 1,300,210 118,421,345
L ERS Available-for-sale securities - 272,680 1,801,792 2,593,677 11,974,532 7,086,091 471,016 24,199,788
RE5EES Held-to-maturity securities - 1,421,783 634,405 1,865,857 6,548,251 - - 10,476,296
BEnARE Investment in an associate - - - - - = 4,099,217 4,099,217
AREHERRE Investments in jointly controlled entiies - - - - - - 71,19 71,19
e Goodwil - - - - - - 811,690 811,690
EHEE Intangible assets - - - - - - 59,805 50,805
fIERAEREE Premises and other fived assets - - - - - - 1,041,866 1,041,866
REnE Investment properties - - - - - - 991,376 991,376
LS Current income tax assets - - - 2,680 = - - 2,680
EtfiagE Deferred income tax assets - - - - 83473 - - 83,473
BEAH Total assets 10,529,688 31,219,965 22,761,816 30,483,965 48,208,888 43,081,318 9,746,299 196,031,939
a8 Liabites
Hit Deposits from banks 21,047 96,303 40,000 581,254 812,307 - - 1,550,911
ESRIA Derivative financial instruments - 90,088 62,248 357,894 763,153 185,049 - 1,458,432
RIEEERENEE Trading liabilties - 436,010 267,504 5,504,770 62,346 - - 6,270,630
EPER Deposits from customers 57,883,788 32,435,312 32,164,278 27,617,351 747,174 - - 150,847,903
BRANENE Certficates of depositissued - 1,310,093 1,850,594 1,616,677 1454473 - - 6,231,837
) Subordinated notes - - - - 5,319,894 - - 5,319,804
kA RER Other accounts and accruals 21,624 840,387 631,116 769,600 45,972 - 312,115 2,620,814
L Current income tax liabiliies - - - 201,978 - - - 201,978
A Deferred income tax liabilties - - - - 46,556 - - 46,556
BEeH Total liabilities 57,926,459 35,208,193 35,015,740 36,649,524 9,251,875 185,049 312,115 174,548,955
SRBkEE Net liquidity gap W3677) (088228 (12253024 (B1655%) BT 42896260 9434184 2148208
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3. HMBERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 RBESRRE @ 3.4 Liquidity risk (Continued)

34.2 FIFH D7 (&) 3.4.2 Maturity analysis (Continued)

18R E SEANL
{A3EARMT Lk 1E)E

MEEE  1EAAT  3monthsor Over B5F
Repayable Upto  lessbut over Imonths  Over1 year SENE s el it

01412 A 31 A At 31 December 2014 on demand 1 month 1 month to 1 year to5years  Overdyears Indefinite Total
BE Assets
ReRERINES (Cash and balances with banks 212,110 12,066,276 - - - - - 14,838,986
R Z120AR Placements with banks maturing

B betwieen one and twelve months - - 2,173,304 3,151,507 - - - 5,324,811
HEEERENES Trading securities - 366,993 1,676,964 4,761,251 45,154 - - 6,850,362
BEMLATEEELRS  Financial assets designated at

FTABRNSRERE fair value through profit o loss - - - - - 129,633 - 129,633
fEeRIA Derivative financial instruments - 50,387 38,998 93,313 350,366 223,765 - 756,829
REEFREMES Advances and other accounts 7,459,311 12,175,713 13,023,821 18,313,283 29,959,704 33,185,517 1,746,746 115,864,09%
i ERS Available-for-sale securities - 2853 1,829,698 2,172,191 12,300,365 6,414,769 396,306 23,361,861
RE5ERS Held-to-maturity securities - 561,653 58,116 3143157 7,070,014 - - 10,832,940
BENTRE Investment in an associate - - - - - - 3,746,918 3,746,918
AREHERRE Investments in jointly controlled entiies - - - - - - 65,694 65,694
5 Goodwil - - - - - - 811,690 811,690
ayEE Intangible assets - - - - - - 61,844 1,844
fIERAEREE Premises and other fived assets - - - - - - 1,786,504 1,786,504
REnE Investment properties - - - - - - 814,229 814,229
LS Current income tax assets - - - 999 - - - 999
EtfiagE Deferred income tax assets - - - - 80,591 - - 80,591
EEAH Total assets 10,282,021 25,469,554 18,800,901 31,635,701 49,806,194 39,953,684 9,430,021 185,328,076
& Liabilties
FER Deposits from banks 41,679 142433 - 806,727 581,628 - - 1572467
ESRIA Derivative financial instruments - 41,982 65,343 116,783 771,638 151,079 - 1,146,825
HERERENAE Trading liabilities - 98,500 2,918,069 2,533,351 47,694 - - 5,597,614
EPmR Deposits from customers 51059684 43461902 27,090,791 19,278,063 789,799 - - 142580239
BEANENE Certficates of depositissued - 501,056 840,079 2,134,348 2,634,204 - - 6,109,777
) Subordinated notes - - - - 5,432,378 - - 5,432,378
AR kR Other accounts and accruals 23,594 758,689 617,075 781,170 61,458 - 415,851 2,668,437
HEHEaE Current income tax liabilties - - = 208,693 - - - 208,693
EthEak Deferred income tax liabiliies - - - - 65,077 - - 65,077
8EA: Total liabilities 52,024,957 45,004,562 31,531,357 25,859,735 10,383,966 151,079 415,851 166,371,507
Frnatae Net liquidity gap (41,792,936) (19,535,008) (12,730,456) 5,775,966 39,422,028 39,802,605 9,014,170 19,956,569
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3. FINANCIAL RISK MANAGEMENT (Continued)
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:

1EARL SEANL
{E3fEA=AT B 1E0E
PHEE  1EAIUT  3monthsor Over 13
Repayable Upto  lesshut over 3months  Over1 year SENL EHHAS Ait
on demand 1 month 1 month to1 year to5years  Over5years Indefinite Total
0155128318 At 31 December 2015
FREesH Certficates of deposit held
included in:
REHEES Held-to-maturity securities - 378,578 - 498,955 300,000 - - 1,177,533
0145127318 At 31 December 2014
FHERER Certficates of deposit held
included in:
REIEES Held-to-maturity securities - 124762 - 1,822,615 - - - 1,947,377

& 7 BB B HARR Ko ) 22 0 A Ao R0 52 122 Y 5 e 3 &=
EEREETHOEE HRNETHEBRZIEEE
$ﬁi%%@&$ﬁ’J'ﬂﬁﬁﬁﬁ’ &
BLEY BRI N iR o TAEELAIRFE BT Al gEiE = &
FgeA - 1@4@@im§ﬂ,§\ﬂ % o

BEHBENIHERAGENRANEREE
M ERENESD  EHGEEERDES RERF
EREXEHEAERBNERRNE

HEE—RIEHE=T2RBEE@RZZHH
RE® @ ENERNERERZIETEZIERN
RBESFRKERINEAENESRE @ARNREEE
AEREIBRRKIEABESRAES - BtARE
HEBZEEAENRENGNESERLER
HiemEeHR -
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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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3. FINANCIAL RISK MANAGEMENT (Continued)
3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual 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: OTC currency options, currency
futures, exchange-traded currency options;

o Interest rate derivatives: interest rate swaps, forward rate
agreements, OTC interest rate options, interest rate futures and
other interest rate contracts; and

o Equity derivatives: equity options.

The Group’s derivatives that will be settled on a gross basis include:

o HNEDTAE T A« mEFINE - SMNEIRHR o Foreign exchange derivatives: currency forward, currency
swaps;
J FIELTETE : FIRBH R RIBE R = o Interest rate derivatives: interest rate swaps and cross currency

= R
. EEMMTATER : GRENRIREH -

interest rate swaps; and
° Credit derivatives: credit default swaps.
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3. WXEERERE @ 3.
3.4 REBESRE @
34.3 BEHNBH HZKEEEBLT (&)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

172

(Continued)
1EAULE AL
3EARUT BE 18N L
1fAZUT 3 months or Over B5E
Upto less but over 3months  Over 1 year 5N E &5t
2015% 128318 At 31 December 2015 1 month 1 month to 1 year to5years  Over5 years Total
FETARER Non-derivative cash flow
aE Liabilities
BIER Deposits from banks 157,502 977 581,766 812,307 - 1,552,552
ZFEH Deposits from customers 90,526,511 32,826,501 27,934,728 1,362,298 - 152,650,038
RIEEERANEE Trading liabilities 436,000 267,620 5,505,473 62,724 - 6,271,817
BEINERE Certificates of deposit issued 1,318,436 1,859,906 1,657,060 1,491,721 - 6,327,132
&(ERE% Subordinated notes 46,791 103,437 148,769 5,893,981 - 6192978
AR Other liabilities 721,002 344,365 332,718 - 54463 1,452,548
REER Total liabilities
(RMEIHA) (contractual maturity dates) 93,206,242 35,402,806 36,160,523 9,623,031 54,463 174,447,065
fIETARSR Derivative cash flow
BEREE TESHTE Derivative financial instruments
settled on net basis 6,690 4,848 (25,200) (52,362) (2,158) (68,182)
RABEE 7 ITESRTA Derivative financial instruments
settled on a gross basis
it 5 Total outflow 34,372,894 || 18,995,925 || 29,679,102 2,808,579 503,610 || 86,360,110
MABE Total inflow (34,414,618) | | (18,995,176) || (29,437,748) || (2,382,385) (249,458) | | (85,479,385)
(41,724) 749 241,354 426,194 254,152 880,725
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3. WXEERERE @ 3.
3.4 REBESRE @
343 BEHNFH A Z KB BEEL T &)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
1EAMEE  3EAME
SEAHLT ZE 1€ML E
1A% T 3 months or Over B5E
Upto less but over 3months  Over 1 year 5EE ast
2014F12A31H At 31 December 2014 1 month 1 month to 1 year to5years  Over5 years Total
HTETARSR Non-derivative cash flow
Af Liabilities
RITFR Deposits from banks 186,562 2,925 808,988 581,649 - 1,580,124
EFEH Deposits from customers 95,669,217 27,691,204 19,640,668 911,746 - 143912835
FEEERENERE Trading liabilities 98,500 2,918,086 2,533,739 49,166 - 5,599,491
BETNERE Certificates of deposit issued 508,734 856,259 2,197,660 2,717,075 - 6,279,728
&(ERE% Subordinated notes 46,821 105,516 150962  4,423553 1,803,970 6,530,822
A Other liabilities 568,075 322,278 397,544 = = 1,287,897
REER Total liabilities
(RH3I#R) (contractual maturity dates) 97,077,909 31,896,268 25,729,561 8,683,189 1,803,970 165,190,897
TETERER Derivative cash flow
BEREEZTEERIA Derivative financial instruments
settled on net basis (19,447) (29,589) (58,488) (38,454) (2,933) (148,911)
REEEEITERRIE Derivative financial instruments
settled on a gross basis
it 5 Total outflow 30,744,088 || 15,165,665 || 14,128,887 3,499,792 555,368 || 64,093,800
MABE Total inflow (31,075,160) | | (15,137,767) || (13,927,269) || (2,993,800) (314,575) | | (63,448,571)
(331,072) 27,898 201,618 505,992 240,793 645,229
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3. HMBERERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 REBESE @ 3.4 Liquidity risk (Continued)

344 BEEEXIER 3.4.4 Off-balance sheet items

TREIEATIER : Included in the table below are the following items:

. EEREERETREFEE REMRK 2B FHE o Loan commitments by reference to the dates of the contractual
E(EERAEEEEABRIINEGMTI A amounts of the Group’s off-balance sheet financial instruments
SHARELHE) that commit it to extend credit to customers and other facilities;

o RE TR B A B ERIETME ST 2 B s i o Financial guarantees based on the conditions existing at the
R reporting date as to what contractual payments are required;

. REE AHAM A Z T 0] BUE L & FH 49 & ° The future minimum lease payments under non-cancellable
RARBZ Nz ZEHRENRERE & operating leases in respect of operating lease commitments

where a Group company is the lessee; and

s BEFERRBZENEE

o
°

Capital commitments for the acquisition of buildings and
equipment.

1E LR 1R E 5FLE

No later ZE55 Over &&t
2015612 A31H At 31 December 2015 than 1 year 1-5 years 5 years Total
BRURE Loan commitments 66,145,095 2,958,451 140,456 69,244,002
R AR Guarantees, acceptances
HA © RS and other financial facilities
— &, - Acceptances = = = -
— R R ERER - Guarantees and standby
letters of credit 356,891 417,443 2,178 776,512
—REREEER - Documentary and commercial
letters of credit 438,649 - - 438,649
IR I Operating lease commitments 183,332 468,581 349,332 1,001,245
BIARAYE Capital commitments 165,688 - - 165,688
BET Total 67,289,655 3,844,475 491,966 71,626,096
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3. WEERERE @ 3.
3.4 REBESE @
344 BEEEMEXKSIEE (&)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

P 1800 E 5L
No later EhH4E Over &&t
2014412 A31H At 31 December 2014 than 1 year 1-5 years 5 years Total
BRUAYE Loan commitments 65,609,969 3,571,018 12,869 69,193,856
ER ALK Guarantees, acceptances
H fth & gl AR 75 and other financial facilities
— &5 - Acceptances 24,061 - - 24,061
—ERRERER - Guarantees and standby
letters of credit 773,616 129,244 83,315 986,175
—REREEERT - Documentary and commercial
letters of credit 477,089 &t - 477,464
IR KR Operating lease commitments 158,901 112,500 47,428 318,829
BAE I Capital commitments 140,972 = = 140,972
At Total 67,184,608 3,813,137 143,612 71,141,357
35 sREEREGZATE 3.5 Fair values of financial assets and liabilities

(FF) RFEZEE

NFHEXRRREABEFSEARERAKHE
BHEENMGEE S REHEFZEHE
R-EZeRRMERRAERRZREE
EEMTAZHBERRF - HEHRRER
REEFMBIEXAERMGER(WE
)BT - MAEERTIERRE
RN EEBIEZ TN -

SBIEY AFEPERNTHER TR
BLRENHBREFTLIERR ST HE
& U S B 1 2 R - R
PR B  E P W B S R A B
5o

(@ Determination of fair value

Fair values are subject to a control framework that the Board is
held responsible for ensuring proper valuation governance and
control processes of the Group. It delegates the responsibility
for overseeing the valuation process for financial instruments to
the TIRC. Valuation is performed independently by RMCD and
where appropriate, by independent and professionally qualified
valuers and the valuation results are periodically verified to
ensure the integrity of the fair value measurement process.

The fair value of financial instruments is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement
date under current market conditions regardless of whether
that price is directly observable or estimated using a valuation
technique.
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(Expressed in thousands of Hong Kong dollars)

3.

FINANCIAL RISK MANAGEMENT (Continued)

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 maximises
the use of relevant observable inputs (for examples, interest
rates, foreign exchange rates, volatilities, credit spreads) and
minimises the use of unobservable inputs. For example, 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
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.
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(Expressed in thousands of Hong Kong dollars)

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(b)  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

1 Quoted prices (unadjusted) in active markets for
identical assets or liabilities. This level includes equity
securities and derivatives that are listed on exchanges.

2 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 OTC
derivative contracts.

3 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. HKEERERE@m 3. FINANCIAL RISK MANAGEMENT (Continued)
35 2RMEEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

(Z) AFEZRE) (b)  Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

178

BATEAEZEERERE

E1R F2R IR =5
201512831 H At 31 December 2015 Level 1 Level 2 Level 3 Total
AA Descriptions
NAFEFEREE Financial assets at fair value
TABRNEREE through profit or loss
RERERE Held for trading
BES Debt securities - 8,572,394 = 8,572,394
EEALTFEFEAHE Designated at fair value
BE) AR through profit or loss
75583 Debt securities - 217,796 = 217,796
TESRIA Derivative financial instruments
RHIEEERZ Held for trading 42 884,727 = 884,769
A R{EE T Held for hedging - 194,559 - 194,559
AHEZSRERE Available-for-sale financial assets
BB ES Debt securities - 283,728,772 4,828 23,733,600
EmES Equity securities 208,587 182,571 75,030 466,188
BATENEZEERR Total assets measured at fair value 208,629 33,780,819 79,858 34,069,306
NAFEFEREE Financial liabilities at fair value
FABRNEREE through profit or loss
HEBEERAS Held for trading - 6,270,630 - 6,270,630
TESRIA Derivative financial instruments
HEEERE Held for trading - 939,144 = 939,144
¥ FR{EH Held for hedging - 519,288 - 519,288
BATEFECBESST Total liabilities measured at fair value - 7,729,062 - 7,729,062

RERFIGHEEZEMEERIFLTE
BHEEFREFRE FEEEERK
BRATFEAENBZKANETR

# 22015412 A31 H %2014 12 A 31
ALEE HBiRemEENRARBANS
HAFEFRFHOEIRR - REEZ S
AEHKE R

AFRITEEERRTF] | 20154540

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 2015 and 31 December 2014, 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 revaluation gains/losses.
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3. HBREBRERE @ 3. FINANCIAL RISK MANAGEMENT (Continued)
35 2RMEEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)

(Z) AFEZRE) (b)  Fair value hierarchy (Continued)

BATEHAEZEERERE : (8

Assets and liabilities measured at fair value: (Continued)

F1H oM BRI CH
2014512 331 H At 31 December 2014 Level 1 Level 2 Level 3 Total
A Descriptions
AR EFEREZE) Financial assets at fair value
FTABRNEREE through profit or loss
HEBERR Held for trading
B ES Debt securities - 6,850,362 - 6,850,362
EEAATFEFELH Designated at fair value
ZH AER through profit or loss
E%ES Debt securities - 129,633 - 129,633
TESLMTA Derivative financial instruments
HEEERE Held for trading - 540,441 - 540,441
A R{ELH Held for hedging - 216,388 - 216,388
AN EZ SBEE Available-for-sale financial assets
B 5 Debt securities - 22,955,554 4,828 22,960,382
BRUES Equity securities 171,946 154,425 75,108 401,479
BATEHECEERT Total assets measured at fair value 171,946 30,846,803 79,936 31,098,685
AATFEFEREE Financial liabilities at fair value
TABRNEREE through profit or loss
HEBERR Held for trading - 5,597,614 - 5,597,614
TESRMIA Derivative financial instruments
HEBERR Held for trading - 661,242 - 661,242
B R+ Held for hedging - 485,583 - 485,583
BATENEZAEA Total liabilities measured at fair value - 6,744,439 = 6,744,439
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3. UHEEEE@m 3. FINANCIAL RISK MANAGEMENT (Continued)

35 SREEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)
() RIERFEGFTECZ/HTIA (c)  Financial instruments not measured at fair value
TR % AN & B B A RO 3R AR A The table below summarises the carrying amounts and fair
AFEIRZ BEERE G ZREEM values of those financial assets and liabilities not presented
ANYEE - ERBEMHERE  HEATE in the Group’s statement of financial position at their fair
ThiR R (AR A ) 262 B DA E Iy T 35 ) 3R Bh value. For disclosure purposes, these fair values have been
HERZEMITARKRENHNTNE SR estimated by discounting the future contractual cash flows at
MibEt B HFRE M S - KRB ERK the current market interest rate that is available to the Group
MEETF for similar financial instruments, if applicable, or in the case of

investment securities, determined based on market prices or
price quotations.

BREE AVE
Carrying value Fair value
2015 2014 2015 2014

CREE Financial assets
R RERITHERS Cash and balances with banks 17,505,906 14,838,986 17,507,491 14,843,860
ERTIZE12EAR Placements with banks maturing

B ERFR between one and twelve months 7,497,860 5,324,811 7,504,096 5,345,936
EEERRBT Loans and advances to customers

AAEFR R BR Loans and advances to individuals

—fEAR - Credit cards 4,706,017 4,057,656 4,706,498 4,058,213

—RIBER - Mortgages 31,273,079 29,109,305 31,273,004 29,109,232

—Hftw - Others 9,729,001 8,660,111 9,732,804 8,662,133

EERRIR Loans and advances to

corporate entities

—BHER - Term loans 29,150,773 29,903,231 29,149,405 29,904,055

—RIBER - Mortgages 16,016,536 14,074,495 16,016,789 14,074,520

—B5RE - Trade finance 7,986,955 7,135,572 7,986,955 7,136,859

—Hft - Others 10,762,963 12,289,676 10,769,582 12,289,649
EOES Trade bills 6,469,899 7,384,057 6,504,322 7,461,102
BEEHES Held-to-maturity securities 10,476,296 10,832,940 10,485,600 10,862,006
cRAE Financial liabilities
RITHER Deposits from banks 1,550,911 1,572,467 1,569,956 1,572,372
BEP1EH Deposits from customers 150,847,903 142,580,239 150,898,667 142,585,649
BEITHERE Certificates of deposit issued 6,231,837 6,109,777 6,235,944 6,096,361
BERR Subordinated notes 5,319,894 5,432,378 5,452,466 5,574,367
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)

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.

(ii)  Investment securities

Investment securities include interest-bearing assets
included in the held-to-maturity category. Fair value of
held-to-maturity assets 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. HMBEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
35 2MEEREBZAFE @ 3.5 Fair values of financial assets and liabilities (Continued)
() RIZERFEGEZ 2/ TAE) (c)  Financial instruments not measured at fair value (Continued)
(v) BEIIHNEEESFBIEEET (v) Debt securities in issue including subordinated
Bz EER notes issued
HAREMEMECESME + BIERA For those notes where quoted market prices are not
AR E B RIS 2 & ATl es dhig available, the present value technique is used based on
&/ SEBEEURE ARG A current yield curve and/or credit spread appropriate for
F1E - the remaining term to maturity to estimate fair value.
3.6 EFXRER 3.6 Capital management
AEEERERZBEA The Group’s objectives when managing capital are:
o BAREBMEE L ENTIE VRITEE ° To comply with the capital requirements set by the banking
EWBRECEARETE regulators in the markets where the entities within the Group
operate;
. REAEEFBERFEB 28N o To safeguard the Group’s ability to continue its business as a
going concern;
. A% B T B B 1) 1B 3 R 7 4 L i ) 2 4 e To maximise returns to shareholders and optimise the benefits
ExEME & to other stakeholders; and
. BB RNEREMUT I EBEE - e To maintain a strong capital base to support the development of
its business.
AEEEEErHEAREEREZS SR LA Capital adequacy of and the use of regulatory capital by the Group’s
BB ERMITIEEE ARSI 2%  BEiER Hong Kong banking subsidiary is monitored regularly by the Group’s
EBEBRITHBARIZEARATRERETEE management, employing techniques based on the guidelines
AZER BEFERESCERFRREMEBRE developed by the Basel Committee, as implemented by the HKMA, for
K& R} o supervisory purposes. The required information is filed with the HKMA

on a quarterly basis.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.6 Capital management (Continued)

As Basel Ill has become effective from January 2013 in Hong
Kong, 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 starting from 1 January 2015 are set at 4.5%,
6.0% and 8.0% respectively and are adopted by the HKMA. In
order to comply with HKMA'’s requirements as stated in the SPM
CA-G-5 on “Supervisory Review Process”, DSB is required to set
further buffers, to reflect material risks not included in the minimum
regulatory capital calculation, arising from regulator’s requirements,
internal assessment of risks and the results of stress tests under
the Pillar Il capital requirement. In addition, the capital conservation
buffer, countercyclical capital buffer and higher loss absorbency
(“HLA”) capital requirements introduced by the Basel Committee
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, capital buffers and HLA
capital requirements as set by the Basel Committee and will achieve
full implementation by 1 January 2019. Likewise, the Leverage Ratio
that forms part of Basel Ill implementation is under parallel run
until 2017 and relevant information has been submitted by DSB for
regulatory monitoring.

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.
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(Expressed in thousands of Hong Kong dollars)

3. FINANCIAL RISK MANAGEMENT (Continued)
3.6 Capital management (Continued)

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.

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.

3.7 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.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

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 BANKING GROUP LIMITED | ANNUAL REPORT 2015

185



DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG
(ABHFThrdm)

186

B RAR

NOTES TO THE FINANCIAL STATEMENTS

4.1

4.2

EREgftBRRBE2EES AR
J) [ ()

EESHETTRER @

(Z2) £HTAZFE

AEBZEAFEINRZEBESFRERD
M REKBE AR 2 THRETE - BN 2008
FZREEREESIBERTIHFER
B ARERBITSORBUETERE
UESZTSREZEREREKN - A&H
ERMEHE AR EREEGHERSR
REESEH-ZINABRINZHRE 0
2R 5B REXRZAIEENRE -
K ABRIAR R E 7B 2 7

() BERELEEZ

REBEHT  BUOREIABELELE
Ex EREEANETLEERKAEL
Wiz RR<EREE  BREEEE
XZARKRBBREARE - AETHERE
RASMEARNBMFEMRE - Bt
BEZREEEFLAR - HERXLER
T EREERBERATEDZ HEEK
HIREEEAE  RIAERZEEMNRIE

EREESBER 2 EXAE

(FF) REYEEEFYRZ 25

AEBETEEMERENRINERED
ENER - EIEHABHEER - AKEA
ERZMERBDENZAEBEMFEME
EBHTRERSRE - FEBRWERAM
REZBESRETERBYWELRS - TE
EEESHEERCAEMEEMEL -

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

4.

4.1

4.2

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

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.

Critical judgements in applying the Group’s accounting
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.
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JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

Critical judgements in applying the Group’s accounting
policies (Continued)

(@) Distinction between investment properties and owner-
occupied properties (Continued)

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 and held-to-maturity categories

The Group has conducted assessment of its available-for-sale
equity securities, and investments in debt securities included in
the available-for-sale and held-to-maturity 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 available-for-sale and held-
to-maturity securities is individually impaired as at 31 December
2015.
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4.

4.2

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

Critical judgements in applying the Group’s accounting
policies (Continued)

(b) Impairment assessment on available-for-sale equity
securities, and investments in debt securities included
in the available-for-sale and held-to-maturity 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 2014, the amount of such collective impairment
allowance was HK$15 million. Due to the recovery of bond
market and default risk of the Group’s debt securities is
assessed to be low, the Group decided to write back the
collective impairment allowance of HK$15 million in the year
ended 31 December 2015.

(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.

4.2

CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

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.

(e) Impairment assessment of the investment in an associate,
Bank of Chongqing (“BOCQ”)

The Group carries out periodic impairment assessments on its
investment in BOCQ in accordance with HKAS 36 “Impairment
of assets”.

This assessment compares the carrying value of the investment
against the higher of management’s estimate of value in use
and fair value less costs of disposal. Management’s estimate of
the value in use is based on a discounted cash flow projection
which contains certain assumptions derived from management
and observable market information. This estimate is subject
to application of management judgment and is sensitive to
assumptions on the discount rate and the cash flows arising
from the holding of this investment and from its ultimate
disposal.

As at 31 December 2015, management’s estimate of the value in
use is higher than the carrying value of its investment in BOCQ.
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5. ARARHNBURRERRREEESE 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY
RN B B I AR R ER Statement of Financial Position of the Company
12H31H
As at 31 December
2015 2014
M A RRE Investments in subsidiaries 7,060,369 7,058,408
mENE = Current assets
B —FEM B A Rl 2 iR T B Bank balances with a subsidiary 51,115 111,290
FEUS AR & EL AR B Accounts receivable and
other accounts 453 453
D E=NGIE R Amounts due from subsidiaries 180,408 180,305
231,976 292,048
nEAE Current liabilities
TEIRE A M EMERE Accrued expenses and other accounts 3,114 3,070
AR EEYNGIE ] Amounts due to subsidiaries 416,863 416,863
419,977 419,933
FnBaE Net current liabilities (188,001) (127,885)

6,872,368 6,930,523

FEZS EQUITY
A& Share capital 6,853,504 6,850,354
HAb Other reserves (including

(BRREAEF) = () retained earnings) Note (a) 18,864 80,169
XA Total equity 6,872,368 6,930,523

EE2N 201643 A 23 A& IERER M o Approved and authorised for issue by the Board of Directors on 23 March

2016.
FrE FiEE David Shou-Yeh Wong Harold Tsu-Hing Wong
BEF EFpir Director Managing Director
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STATEMENT OF FINANCIAL POSITION AND

RESERVE MOVEMENT OF THE COMPANY (Continued)

Note:

(@) Reserve movement of the Company

CARR A3 A9 A
B0 RER
Bz B

Provision for

BROEE REBER equity-settled
Share Retained  share-based At
Premium Earnings compensation Total
201441 A1H At 1 January 2014 4,404,692 2,144 4,371 4,411,207
R201453 A3 HMAE Transition to no-par regime
FEZEEGIE on 3 March 2014 (4,404,692) - - (4,404,692)
F A Profit for the year - 546,858 - 546,858
TRETT{ERRIE 2 i Reserve arising from exercise
of share options - - (435) (435)
LARR#E 32 - DA RR A7 AR BT Provision for equity-settled
RN 2 share-based compensation - = 3,754 3,754
2013 FFREIRE 2013 final dividend = (336,369) = (336,369)
2014 FErh RS 2014 interim dividend = (140,154) = (140,154)
2014F12 A31 H At 31 December 2014 - 72,479 7,690 80,169
20151818 ot At 1 January 2015, as above - 72,479 7,690 80,169
F A Profit for the year - 456,216 - 456,216
TRBTTERRIE 2 Reserve arising from exercise
of share options - - (769) (769)
LARS#E S 5 DA RGAD A EL A Provision for equity-settled
RN 2 B share-based compensation - = 1,961 1,961
2014 FREAAR B 2014 final dividend - (364,496) - (364,496)
2015 FHHEIAR B 2015 interim dividend - (154,217) - (154,217)
201512831 H At 31 December 2015 - 9,982 8,882 18,864
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6. OPERATING SEGMENT REPORTING

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 EC
members, for the purposes of resource allocation and performance
assessment, is determined on the basis of personal banking,
commercial banking, treasury and overseas banking business.
Operating performances are analysed by business activities for local
banking business, and on business entity basis for overseas banking
business.

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.

° 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.

° 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.

o 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.

° Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).
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6. OPERATING SEGMENT REPORTING (Continued)

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. Certain comparative
amounts have been revised to conform to the changes in funds
transfer pricing mechanism and certain income reallocation adopted
in 2015.

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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6. BEDEIRE @) 6.

BZE2015F12H31 ALLEE

OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2015

BART B BT EER
Personal  Commercial &R Overseas A Inter- @it
Banking Banking Treasury Banking Others segment Total
EFHBRA/ (Xi) Net interest income/(expenses) 1,367,555 1,149,755 377,085 508,611 (66,318) - 3,336,688
FEHSRA/ (%) Non-interest income/(expenses) 632,469 213,035 190,476 126,657 88,517 (900) 1,250,254
EEHA Total operating income 2,000,024 1,362,790 567,561 635,268 22,199 (900) 4,586,942
BELH QOperating expenses (1,260,121) (378,778) (140,878) (469,366) 8,585 900 (2,239,658)
THAEEERANEE Operating profit before impairment
BlER 2 2R losses and other credit provisions 739,903 984,012 426,683 165,902 30,784 - 234784
ERREBRRAMES Loan impairment losses and other credit
Bib (%) /08 provisions (charged)/written back (230,256)  (237,955) 15,000 (43,141) - - (496,352)
THAEEERANEE Operating profit after impairment
Bk 2ERT losses and other credit provisions 509,647 746,057 441,683 122,761 30,784 - 1850932
HERBNEREMEE Net (loss)/gain on disposal and fair value
BERAATERE, adjustment of investment properties
F(E8)/ i and other fixed assets 1,283) (12) (13) 7 2,190 - 889
HEEARE TG Net gain on disposal of investments in securities - - 16,568 - - - 16,568
RRLERELAREER Loss on deemed disposal of investment
in an associate - - - (47,617) - - (47,617)
EIEBENA EE Share of results of an associate - - - 665,942 - - 665,942
ElEEREGEE 24 Share of results of jointly controlled entities - - - - 21,045 - 21,045
BtangR| Profit before taxation 508,364 746,045 458,238 741,093 54,919 - 2,508,659
BER Taxation expenses (83,868 (123,097) (75,609) (25,064) (449) - (308,087)
Kbk R Proft after taxation 424,496 622,048 382,629 716,029 54470 - 220572
HZ2015512 431 HLLEE For the year ended 31 December 2015
TERBHER Depreciation and amortisation 58,882 12,246 6,759 40,746 38,200 - 156,932
R2015%512 4318 At 31 December 2015
AREE Segment assets 44,238,858 55,906,000 63,141,488 31,842,489 4,788,614 (3,885,510 196,031,939
AEAfE Segment liabilities 85,575,624 37,962,644 16,816,776 23,429,044 14,650,377 (3,885,510) 174,548,955
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

6. BEDEIRE @) 6.

HE2014F12 A31 BILFE (KEF)

OPERATING SEGMENT REPORTING (Continued)

For the year ended 31 December 2014 (Restated)

AT iG] MR EIER
Personal  Commercial BIA%HK  Overseas 2 Inter- izt
Banking Banking Treasury Banking Others segment Total
FHERA/ (i) Net interest income/(expenses) 1,253,240 986,439 277,843 537,362 (64,412) - 2990472
ERBMA/ (2 Non-interest income/(expenses) 544,320 202,995 203,043 121,551 100513 (18,773 1,174,549
EENA Total operating income 1,197,560 1,189,434 501,786 658,913 36,101 (18,773) 4,165,021
BETH Operating expenses (157834 (350,022 (187.219)  (486,161) (14.900) 18773 (2127363)
THAEEERANEE Operating profit before impairment
BlER 2 2R losses and other credit provisions 639,726 839,412 364,567 172,752 21,201 - 2037658
ERREERRAMES Loan impairment losses and other credit
Bib (%) /08 provisions (charged)/written back (201,779) (63,223 60,000 (267,960) - - (472,96)
THAEEERANEE Operating profit/(oss) after impairment
Bk gEEt/ (BB losses and other credit provisions 437,047 776,189 424,567 (95,208) 21,201 - 156469
HERBNEREMEE Net (loss)/gain on disposal and fair value
BERAATERE, adjustment of investment properties
F(B8)/ s and other fixed assets (844) (60) ) (46) 55,189 - 54230
HEEFRE RN E Net gain on disposal of investments in securities - - 17,03 - - - 17,036
ElEBEAR %5 Share of resuls of an associate - - - 602,299 - - 602,299
ElLREHEE 26 Share of results of jintly controlled entities - - - - 20,657 - 20,657
Bt anaA) Profit before taxation 437,103 776,129 441,594 507,045 97,047 - 2,258,918
BUA () / Taxation (expenses)/credit (70565)  (128,061) (72,863) 32,324 13,856 - (225309)
iyl Profit after taxation 366,538 648,068 368,731 539,369 110,003 - 2033609
HE2014512 431 BLLER For the year ended 31 December 2014
NER#EER Depreciation and amortisation 51,198 10,561 6,218 42,831 32,556 - 143,364
20145 12831 At 31 December 2014
HEEE Segment assets 41,988,779 54,596,171 55550,630 33,581,542 42029677 (4,618,723) 185,328,076
PRk Segment liabilities 78375819 36248907 15126832 25,631,700 14,606,972 (4,618,723) 165,371,507
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(Expressed in thousands of Hong Kong dollars)

6. BEDEIRE @) 6.
TREINBRE Z WS T RAMRES « B MH
B RITHBARIMRE T EERERE - 8
EEXENR CERE EERE TFERE

° of credit, asset-based finance, securities investment services offered

OPERATING SEGMENT REPORTING (Continued)

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

&

to customers.

TREHZREBEZERN  BREDREAEE
ASNEPE PIRHEARTS - HEMER S R HE
ESA T MRS 2 T M T EERR.

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.

196

B2 IERE
i
ERRHAM Inter-
Hong Kong P segment st
and Others Macau elimination Total
BZ2015F12831 HILFE For the year ended
31 December 2015
g A Operating income 4,177,947 409,895 (900) 4,586,942
BB A A Profit before taxation 2,290,917 217,742 - 2,508,659
®2015%12A31H At 31 December 2015
BEA Total assets 179,101,461 18,576,197 (1,645,719) 196,031,939
BfEAE Total liabilities 159,959,284 16,235,390 (1,645,719) 174,548,955
BREERGE Intangible assets and goodwill 318,667 552,828 = 871,495
H AR B RAASE Contingent liabilities and
commitments 76,231,176 1,862,244 (32,000) 78,061,420
& 13 7 A
3
BEREM Inter-
Hong Kong | segment Bt
and Others Macau elimination Total
HE2014F12A31 ALLFE For the year ended
31 December 2014
HEMA Operating income 3,794,850 371,071 (900) 4,165,021
B3 A& A Profit before taxation 2,074,524 184,394 - 2,258,918
R 20144 12 A 31 H (&E51) At 31 December 2014 (Restated)
BEAG Total assets 169,238,805 17,355,567 (1,266,296) 185,328,076
BEA: Total liabilities 151,425,155 15,212,648 (1,266,296) 165,371,507
BYEEREE Intangible assets and goodwill 318,667 554,867 - 873,534
kA B R RAHE Contingent liabilities and
commitments 74,888,084 1,938,999 (38,560) 76,788,523
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
7. FRAEWA 7. NET INTEREST INCOME
2015 2014
FEWA Interest income
& RIERITH AR Cash and balances with banks 312,858 351,080
BHIRE Investments in securities 695,375 688,879
ZHEERNMEMER Advances and other accounts 4,045,160 3,892,450
5,053,393 4,932,409
FEZH Interest expense
RITER BEEXR Deposits from banks/Deposits
from customers 1,438,647 1,672,691
BEITHIFRE Certificates of deposit issued 78,234 72,106
BEITHNEBES Issued debt securities = 3,494
BBED Subordinated notes 198,517 189,996
Efh Others 1,307 3,650
1,716,705 1,941,937
FERABE Included within interest income
RKARATFEFER Interest income on financial
HEr ABmA assets not at fair value
SREE A EMHA through profit or loss 5,046,867 4,902,452
FEXHEE Included within interest expense
RAARNFEFEAE Interest expenses on financial
FHE)et ABRAY liabilities not at fair value
eHEBEZMEZH through profit or loss 1,714,073 1,937,001
REZE2015F % 2014F 12 A31 B ILF[E » W For the year ended 31 December 2015 and 2014, there was no interest

FERBEREEEZF WA

income recognised on impaired assets.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
8. EFMRBERMAEWA 8. NET FEE AND COMMISSION INCOME
2015 2014
REERASWA Fee and commission income
RARTFEFTEBEES T AERN Fee and commission income from
cREENMBEZRBEERASIA financial assets and liabilities not
at fair value through profit or loss
—EEEHEzRBEEAS — Credit related fees and commissions 136,538 135,992
—BomE — Trade finance 91,987 73,158
—=RAF — Credit card 301,225 311,848
HAunpR# & R A A Other fee and commission income
—BAHELEE - Securities brokerage 132,011 87,853
— RIREHE R H At — Insurance distribution and others 111,249 94,747
—TERE LT EEERS - Retail investment and wealth
management services 185,001 170,801
—RITIRIEERFEE - Bank services and handling fees 61,850 58,599
— B RGE — Other fees 109,824 128,289
1,129,685 1,061,287
REERASH Fee and commission expense
RUAAFEFEZBHEEB ABEN Fee and commission expense from
CREERABZRBERASIH financial assets and liabilities not
at fair value through profit or loss
—FEBLES - Handling fees and commission 205,536 215,957
—BEfNEMER — Other fees paid 14,512 13,610
220,048 229,567
AEBME=FRHTE X5t BEBTREER The Group provides custody, trustee, corporate administration, and
BEBRG - ZZEUREARDEBZEELT investment management services to third parties. Those assets that
BEELENBHREA - are held in a fiduciary capacity are not included in these financial
statements.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
9. HEEWA 9. NET TRADING INCOME
2015 2014
SNEE BF W E Net gain arising from dealing in
foreign currencies 137,480 193,762
HEEBEARNES 2 F e/ (Bi18) Net gain/(loss) on trading securities 3,784 (11,123)
RIEEERZMITAETRE 2 F Net gain from derivatives entered
into for trading purpose 57,452 51,351
BAFELEHREE R TR 2 )FEE Net loss arising from financial
instruments subject to
fair value hedge (8,774) (25,173)
EEUAAFEFE BB A Net gain arising from financial
BaremT A2 F s instruments designated at fair
value through profit or loss 88,116 73,583
278,058 282,400
10. HZEWA 10. OTHER OPERATING INCOME
2015 2014
AEHEFHRE 2 REWA Dividend income from investments
in available-for-sale securities 17,221 16,654
KREMEZ M WABTE Gross rental income from investment
properties 23,867 23,650
HEHESUA Other rental income 11,423 11,012
Hfth Others 10,048 9,113
62,559 60,429
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(Expressed in thousands of Hong Kong dollars)

11. EEXH 11. OPERATING EXPENSES
2015 2014
B EH R AaFIx= Employee compensation and
(BREREEHM) (KEE12) benefit expenses (including
directors’ remuneration) (Note 12) 1,454,678 1,316,240
TERAMEEEESH - Premises and other fixed assets
TEETE expenses, excluding depreciation
—{TEMeSH — Rental of premises 168,309 160,279
—Hith - Others 125,794 126,235
& (MizE31) Depreciation (Note 31) 154,893 139,966
EERHEHEE S N Advertising and promotion costs 71,991 90,932
ENfl « X R RE B Printing, stationery and postage 51,816 49,329
EREE#EER (MFE30) Amortisation expenses of intangible
assets (Note 30) 2,039 3,398
Z SR B Auditors’ remuneration 7,685 7,437
Hith Others 202,453 233,547
2,239,658 2,127,363

12. EEFMEERZH

12. EMPLOYEE COMPENSATION AND BENEFIT

EXPENSES

2015 2014
MR EMAEER Salaries and other staff costs 1,366,556 1,237,425

LARE 1 B B R SR 2 B i e 43 Provision for share-based
(FfizE 46) compensation charged (Note 46) 9,643 5,622

BIRET Pension costs — defined

— AEHFGTE contribution plans 78,479 73,193
1,454,678 1,316,240
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(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
12. BEEFMRERZH @ 12. EMPLOYEE COMPENSATION AND BENEFIT
EXPENSES (Continued)
ez 5 AL The emoluments of the five highest paid individuals:
(i) BlesEr ()  The aggregate emoluments
2015 2014
e BE - BEYHmREAER Salaries, housing, benefits in kind
and other allowances 90,294 82,820
RNEFET 2 B EH% Employer’s contribution to
retirement benefit schemes 2,120 2,120
92,414 84,940
(i) SBUEERBAATHMSARAT (i)  The emoluments of the five highest paid individuals are within

the following bands:

A
Number of individuals

2015 2014
B ITTHKS
12,000,001 - 12,500,000 1 1
13,500,001 - 14,000,000 = =
14,500,001 - 15,000,000 = =
15,500,001 - 16,000,000 1 1
16,000,001 - 16,500,000 1 1
18,000,001 - 18,500,000 = =
19,000,001 - 19,500,000 1 =
20,500,001 - 21,000,000 1 2

5 5

E5MmaHe WA ZATRA - B4 (2014 4 : Included in the emoluments of the five highest paid individuals were
AR BEE - HIABENESIHES D BIEERR Y the emoluments of 4 (2014: 4) Directors. Their respective Directors’
BsE13 7 o emoluments have been included in Note 13 below.
RER » NEBILEFEIASMESKRAATL No emoluments were paid by the Group to any of the five highest paid
S - fEAINASE IR A £ E 7 45 E s B B 4 individuals as an inducement to join or upon joining the Group or as
= compensation for loss of office during the year.
i s mEWAANTHENS BIES B EEZE The emoluments of the five highest paid individuals shown above
FEFTI PR AG TN AN £2 B 7 245 (TR SEEPIEAT o included incentive bonuses accrued in respect of the services

rendered and the Group’s performance for the financial year.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

13. EEME 13. DIRECTORS’ EMOLUMENTS

BTN AEBISE 383 I AR (EERBH 2 & The emoluments of the Directors of the Company disclosed pursuant

W) AR ARRES S HFER T to section 383 of the NCO and the Companies (Disclosure of

Information about Benefits of Directors) Regulation were set out
below:
EHERRM
R AR
RETA
#é Incentive BAERE
RER bonuses ZEEHH
EWFlE  accruedin Employer's
Salary,  respect of URHAE  contribution fit
EZWE  allowances sevices  EBMEA  to retirement (&1)

HZ2015% Year ended Directors’  and benefits rendered  Share-based benefit Total

123 ALEE 31 December 2015 Fee inkind inthe year payment schemes (Note 1)

Ed4 Chairman

TFERE David Shou-Yeh Wong 500 3,960 18,040 - - 22,500

WTES Executive directors

BmEREE Hon-Hing Wong (Derek Wong) - 8,000 3,350 - 650 12,000

FHREEE Harold Tsu-Hing Wong - 6,572 15,506 - 522 22,600

THERE Gary Pak-Ling Wang - 5,482 12,000 - 492 17,974

FHTES Non-executive director

THERLE Shoji Hirai 208 - - - - 208

BUFHTES Independent non-executive directors

P EREE Robert Tsai-To Sze 360 - - - - 360

REERE Andrew Kwan-Yuen Leung 240 - - - - 240

RESAIEE Seng-Lee Chan 345 - - - - 345

REAEE Yuen-Tin Ng 359 - - - - 359

it Total 2,012 24,014 48,896 - 1,664 76,586

[E Note:

1. ERERBINAXMBITEBAR AR RENEB 1. For directors who are also directors of the Company’s subsidiaries,
ARAIZESE HAZZEMBARZNZHFHER remuneration paid by these subsidiaries are included in the consolidated
BE LI ZEEFHMEETA - total remuneration set out above.

2. REFANINFHEL - WERAEEEFETE 2. No significant transactions, arrangements and contracts in relation to
AIBERRG  BHREH  ERARRBIREFR— the Group’s business to which the Company was a party and in which
ARARRIZEZEESMBEEERBREAA a director of the Company had a material interest, whether directly or
7 (20146 : £&) o indirectly, subsisted at the end of the year or at any time during the year

(2014: Nil).

3. REFE RIS TEELIEREL) 2 FIBSAEH 3 No termination payments or benefits were made to the directors during

(20144 : £&) the year (2014: Nil).
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
13. EEME w0 13. DIRECTORS’ EMOLUMENTS (Continued)
RREARE
TRis 2 iR
RENEA
Hid Incentive

e bonuses
EWRE  accruedin

Salary,  respect of AR & At

EZWE  allowances services  EHEAISA RINER (1)
HE2014F Year ended Directors’  and benefits rendered  Share-based Retirement Total
123 BLEE 31 December 2014 Fee in kind in the year payment benefits (Note 1)
Ed Chairman
TFERE David Shou-Yeh Wong 500 3,960 16,050 - - 20,510
HiTES Executive directors
BEREE Hon-Hing Wong (Derek Wong) - 8,000 3,350 - 650 12,000
FHELE Harold Tsu-Hing Wong - 6,321 13,800 - 522 20,643
FHEEE Gary Pak-Ling Wang - 5,271 10,430 - 492 16,193
FHTES Non-executive directors
THEREE Shoji Hirai 200 - - - - 200
BUFATES Independent non-executive directors
LEREE Robert Tsai-To Sze 315 - - - - 315
REERA Andrew Kwan-Yuen Leung 225 - - - - 225
REFIEE Seng-Lee Chan 315 - - - - 315
REAEE Yuen-Tin Ng 325 - - - - 325
fit Total 1,880 23,552 43,630 - 1,664 70,726
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14. EXREBRRAMEERE

(Expressed in thousands of Hong Kong dollars)

14. LOAN IMPAIRMENT LOSSES AND OTHER CREDIT

PROVISIONS
2015 2014
BEFOREEE Loan impairment losses
FHEEFREEAME B REEE Net charge/(reversal) of impairment
SFHER(E#) losses on advances and
other accounts
— B 55K — Trade bills 3,670 2,070
—BFEX - Advances to customers 508,713 510,339
—FEET RS REMARE — Accrued interest and other accounts (1,031) 20,553
511,352 532,962
FHEEFRREAMEE Net charge of impairment losses
TIEE R F IR on advances and other accounts
— &R FF 1 - Individually assessed 218,941 249,015
— ARG - Collectively assessed 292,411 283,947
511,352 532,962
ERaE Of which
— ¥TIE R EEINEE — new and additional allowances
(BERERNEEME 2 ©8) (including amounts directly
written off in the year) 641,447 596,620
— B - releases (76,697) (22,866)
— g E - recoveries (53,398) (40,792)
511,352 532,962
Hib {5 E#E Other credit provisions
AHEERS Net (reversal)/charge of impairment
REEIEF ([E#), 125 losses on available-for-sale securities
—fREarh - Collectively assessed (15,000) 15,000
BREEFRRERFIERERN 2 ES Net reversal of impairment losses
& 2B E RS 5 on investments in securities
included in the loans and
receivables category
—tRE S — Collectively assessed - (75,000)
W AR A F 7 Net charge to income statement 496,352 472,962
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(Expressed in thousands of Hong Kong dollars)

15. NET GAIN ON DISPOSAL OF INVESTMENTS IN
SECURITIES

2015 2014

& BIRE B R MK RE R 2

€
BRI ERER

16. FIE

B 78 15 B T iR BR G N R FE ER A5 i A DA B =
16.5% (2014 4F : 16.5% ) IR LM < FINHEKTD
12 G E M ST E SR B0 F 7N 52 B A8 & S 7553
E2BRITREH -

EEHBRERAABEEINEREZR - RERZF
BIRBEFBNEREER THRETER 25
RIERHHER -

Net gain on disposal of available-

for-sale securities 16,568 21,692
Net loss on disposal of investments

in securities included in the loans

and receivables category - (4,656)

16,568 17,036

16. TAXATION

Hong Kong profits tax has been provided at the rate of 16.5% (2014:
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.

2015 2014
AREERIA : Current income tax:
—BANEH — Hong Kong profits tax 287,525 252,275
—BHMNIHIR - Overseas taxation 38,970 31,957
—RIBAEFEDE 2R — Under-provision in prior years 782 2,760
IRIERIE (FzE38) ¢ Deferred income tax (Note 38):
— AR R = A = A I Bl - Origination and reversal of
temporary differences (19,970) (64,671)
—(ERHBER - Utilisation of tax losses 780 2,988
HiIE Taxation 308,087 225,309
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16. FiIE @)

AEBBRB RGN 2 HIBEE RN S & QA INE
FRWERGTE ZIBREFELAT

16. TAXATION (Continued)

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:

2015 2014
R 5 AT A Profit before taxation 2,508,659 2,258,918
REBRE Tax calculated at Hong Kong
HEA16.56% =t E 2 IR profits tax rate of 16.5% 413,929 372,721
TRIAFA IR Tax effects of:
H A B 2 TR A 2 Different taxation rates in
other countries 4,515 (13,119)
R WA Income not subject to taxation (30,054) (49,626)
TEEFRAY S Expenses not deductible 32,416 16,555
AR B2 M B AR R Results of associates and
HENEGIEE 2 E5E jointly controlled entities
reported net of tax (113,501) (102,787)
BERBERERZHBERE Utilisation of previously
unrecognised tax losses - (1,195)
RBEFEDE 2B Under-provision in prior years 782 2,760
1| Taxation 308,087 225,309
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17. BEHEBERATNREZEE

NEBMABE AR BERITZRMDEZR  BER
#R17HR 20155 12 A LARCE R 52 B 73T HARAR
B(ERERH |)EH16.95%F = 14.66% °

ZRBBGFERIE 28 (B E R RREIRE
BENRREAEBRYBREERRTHEKE
EHEREEAYENETEEHAETREZA
A o FAUER 20% —REWR A/ TREEEERY
B BIFRTENERBEWES -

HRAEEEERRTEEFEARENAR - LA
BRENSERRRERF  AEEREERITZESR
B AR EFE A RIEIE -

AEER2015FHEEBRITHB 2RO TR - 12
BRREETHOERRITIRERE - Z1R [
MOHERDAS R BRI EEHREERTT
REEERMDTE/RIE - B EITROD 2 BRAEF
FRENEREERDAZBRFEEEMSH
BRFEEETRMAE - BRIARLERNHASE
BREERITHELRR  AKRBRLEERTE
EFEZ TRIZRGERLE 2 BIREE -

(Expressed in thousands of Hong Kong dollars)

17. LOSS ON DEEMED DISPOSAL OF INVESTMENT IN
AN ASSOCIATE

The Group’s shareholding interest in BOCQ, which is the Group’s
associate, decreased from 16.95% to 14.66% after BOCQ completed
its issuance of new H-shares by way of a placement (the “Share
Placement”) in December 2015.

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 2015 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 Share Placement, as the net proceeds per
share on the new issue is lower than the net asset value per share
immediately before the Share Placement. 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.

18. KA 18. DIVIDENDS
2015 2014
EIRFHIRE - SRREBR0.11 8T Interim dividend paid of HK$0.11
(20144 : 0.10/87T) (2014: HK$0.10) per ordinary share 154,217 140,154
FORAREAR S BREREAR0.27 BT Proposed final dividend of HK$0.27
(20144 : 0.26/87T) (2014: HK$0.26) per ordinary share 378,532 364,496
532,749 504,650
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(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
19. BREF 19. EARNINGS PER SHARE
2015 2014
(#7T) (%7T)
(HKS) (HK$)
FIRAF Earnings per share
BN Basic 1.57 1.49
e Diluted 1.56 1.48
Tk E AR & F Ty iz IR & 7 2,200,604,000 % T The calculation of basic earnings per share is based on earnings
(2014 4 : 2,033,641,000870) M FR B T of HK$2,200,604,000 (2014: HK$2,033,641,000) and the weighted
R IR 1 2 hn ke - ¥9 #01,401,868,770 ik (2014 average number of 1,401,868,770 (2014: 1,365,925,080) ordinary
% :1,365,925,080 %) 7t & - shares in issue during the year.
TR B8 & F T i B8 & 7 2,200,604,000 7% 7T The calculation of fully diluted earnings per share is based on earnings
(20144 : 2,033,641,000/87T) RERND BHITE of HK$2,200,604,000 (2014: HK$2,033,641,000) and the weighted
AR AR 9 2 hn4E T 15 81,406,762,356 % (2014 average number of 1,406,762,356 (2014: 1,369,915,482) ordinary
£ 1,369,915,482 I8 ) I 5L FT A % & A& 1T 8 shares in issue during the year after adjusting for the effect of all
SRR E T LR E - dilutive potential ordinary shares.
20. RERERITHEER 20. CASH AND BALANCES WITH BANKS
2015 2014
Be MERITHEER Cash and balances with banks 2,183,442 2,729,316
BN G HATE R Money at call and short notice 15,322,464 12,109,670

17,505,906 14,838,986
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(AT TAIYIR) (Expressed in thousands of Hong Kong dollars)
21. FFEERAZNEBSIREEURF 21. TRADING SECURITIES AND FINANCIAL ASSETS
BEFFEEHEHT ABENERE DESIGNATED AT FAIR VALUE THROUGH PROFIT
J=3 OR LOSS
2015 2014
FEBEERENES Trading securities:
BRES Debt securities:
—BALM - Listed in Hong Kong 58,398 243,944
—3EEm™ - Unlisted 8,513,996 6,606,418
FEBEERENES A Total trading securities 8,572,394 6,850,362
EENATFEFEEEZS Financial assets designated at
ATABGRMEREE : fair value through profit or loss:
BFES Debt securities:
— BB T — Listed outside Hong Kong 217,796 129,633
FIEEERENZHFRIEE Total trading securities and financial
AT EFGZBEEEA assets designated at fair value
BEafemEERTE through profit or loss 8,790,190 6,979,995
BEEEBIESFNE Included within debt securities are:
—BREERIEEERSZES - Government bonds included
ZBNES (ZRBALIER) in trading securities which
are cash equivalents 228,497 2,040,796
—BREERIEEERZRZSF ZBUNES - Government bonds included
in trading securities 8,343,648 4,809,321
— H M B8 S RIS — Other debt securities issued by:
—NEHE — Public sector entities 249 245
— b — Corporate entities 217,796 129,633
8,790,190 6,979,995
R2015F & 2014F12 A31H @ Ll EEEH As at 31 December 2015 and 2014, there were no certificates of
BRARNTEAEZEHRES AR EBER deposit held included in the above balances of trading or fair value
BEERE - debt securities.
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(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
22. fTEE@mIT A 22. DERIVATIVE FINANCIAL INSTRUMENTS
R2015F 12 A31 BRBHZTETAEEHNZH The notional principal amounts of outstanding derivatives contracts
EAEREQATENAT : and their fair values as of 31 December 2015 were as follows:
&/ NYE
254H Fair values
Contract/ EE 8%
notional amount Assets Liabilities
1) BEEERBZITELIR 1) Derivatives held for trading
H) JEfFETA a) Foreign exchange derivatives
BRRAEAH Forward and futures contracts 81,116,914 269,836 (258,369)
B8 A\ B L S e Currency options purchased and written 55,739,652 572,595 (574,619)
L) FEETA b) Interest rate derivatives
GilE Interest rate futures = = =
Fil=a Interest rate swaps 4,867,283 34,377 (98,232)
R) EmliitIA ¢) Equity derivatives
BARG LR SR Equity options purchased and written 202,582 7,961 (7,924)
BEEERR A TABE/(BR) At Total derivative assets/liabilities) held for trading 141,946,431 884,769 (939,144)
2) FHEERAGZITETR 2) Derivatives held for hedging
R) BEUAFEHRZITETA a) Derivatives designated as fair value hedges
Filie Interest rate swaps 19,850,922 194,559 (340,795)
et Currency swaps 1,234,871 - (178,493)
BRI AR ZITETREE /(B8R At Total derivative assets/(liabilities) held for hedging 21,085,793 194,559 (519,288)
BRRZITEERIREE/(B) A Total recognised derivative financial assets/(liabilities) 163,032,224 1,079,328 (1,458,432)
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22. fTEE€ET A @) 22. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2014F12 A31 BRBHZTETAEEHNZ A The notional principal amounts of outstanding derivatives contracts
EASREQATENAT : and their fair values as of 31 December 2014 were as follows:
&t/ ATE
L5458 Fair values
Contract/ EE g
notional amount Assets Liabilities
1) BEEERGZITETIR 1) Derivatives held for trading
H) JEfFETA a) Foreign exchange derivatives
EERBEEN Forward and futures contracts 58,078,027 104,394 (120,380)
BAREHINESE Currency options purchased and written 76,459,074 375,891 (375,654)
L) FEETA b) Interest rate derivatives
=SS Interest rate futures 31,020 118 -
M= Interest rate swaps 12,489,451 50,168 (155,762)
R) EmliitIA ¢) Equity derivatives
BARG LR SR Equity options purchased and written 332,987 9,870 (9,446)
BEEBEMR AT REE /(B8R At Total derivative assets/(liabilities) held for trading 147,390,559 540,441 (661,242)
2) FHEERAGZITETR 2) Derivatives held for hedging
R) BEUAFEHRZITETA a) Derivatives designated as fair value hedges
ket Interest rate swaps 19,416,887 216,388 (385,094)
et Currency swaps 1,319,385 - (100,489)
BemBR ZiTETEEE/(BR) At Total derivative assets/(liabilities) held for hedging 20,736,272 216,388 (485,583)
BREAZTESRIAEE/(BE)A Total recognised derivative financial assets/(liabilities) 168,126,831 756,829 (1,146,825)
BEOTAETE AT EREZ RS FHELAER The effect of bilateral netting agreements, where applicable, has been
PE(nEA) Mg - taken into account in disclosing the fair value of derivatives.
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(CABEEFThz5I7R)

22. fTEELmI B wm)

EREFANEB I 2 B FREEE R
271231 BEEABERINAE MEERRINE
gEE 0 2HmE ¢

(Expressed in thousands of Hong Kong dollars)

22. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures as at 31 December without taking into account the effect
of bilateral netting arrangements that the Group entered into, are as
follows:

2015 2014

EEE4 Exchange rate contracts 1,627,460 1,658,015
FIEEH Interest rate contracts 139,476 156,200
BEME4 Other contracts 13,714 17,957
1,780,650 1,832,172

WETEZANBEERERNBEHRNRS
B I TIHKRERBEER -

EERBRINEHEN2EFELEREL Z(R
TR(ER)RADMEFE 2R - A EMT 28
BARTFRXHHFREASOEMBIEME

ARG RIED AR E2.9KE °

NG BB AR R B 2 2 A B A SR
BEEERRERKIBERZFHEE - A
EEBEFREETAGBZHBOREFERER
T B~ I %5 A57,750,000 7% 7T (2014 4F -
[&18 /51,687,000 7T ) o ¥ IE B B ¥ E
¥ 2 518 /66,524,000 7T (20144 : Wi zk A&
26,514,000 70) ° WLFEZEE 2FRKHFIZ
[BAFE BRI A 2 F e HiE ]
ﬁq °

AFRITEEERRTF] | 20154540

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$57,750,000 (2014: losses of
HK$51,687,000). The losses on the hedged item attributable to the
hedged risk were HK$66,524,000 (2014: gains of HK$26,514,000).
The net impact is disclosed in “Net gain/loss arising from financial
instruments subject to fair value hedge” in Note 9.
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(CABEEFThz5I7R)

23. BRERKHEMIRE

(Expressed in thousands of Hong Kong dollars)

23. ADVANCES AND OTHER ACCOUNTS

2015 2014
BAAERRBR Loans and advances to individuals
—fEA — Credit cards 4,706,017 4,057,656
—RIBER — Mortgages 31,273,079 29,109,305
—Hfh - Others 9,729,001 8,660,111
TEER MR Loans and advances to corporate entities
—HHER — Term loans 29,150,773 29,903,231
—IZIBE R - Mortgages 16,016,536 14,074,495
—E5mE — Trade finance 7,986,955 7,135,572
—Hfh - Others 10,762,963 12,289,676
RPEERBEE Gross advances to customers 109,625,324 105,230,046
S Trade bills 6,469,899 7,384,057
HinEE (£ 33) Other assets (Note 33) 3,040,889 3,784,908

119,136,112 116,399,011
Nk REEE Less: impairment allowances
— &R FT Ay - Individually assessed (347,538) (238,250)
— kR ERHE — Collectively assessed (367,229) (296,666)
(714,767) (534,916)

BSHEERMEMRE Advances and other accounts 118,421,345 115,864,095
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23. BREERKRHEMERE @) 23. ADVANCES AND OTHER ACCOUNTS (Continued)

214

() EFERRBIFIRESEEZEHBRE (@) Reconciliation of allowance account for losses on loans
and advances to customers and trade bills

BREHRE

B — BRI

Impairment allowances - Individual assessment

RBEX Hith &t
Mortgages Others Total
BAEBRRBHREEE 2 2E Movement in impairment allowances
on loans and advances to individuals
201451 A1 HR&EH Balance at 1 January 2014 218 1,674 1,892
WEEE (E) /R Impairment losses (reversed)/charged (768) 1,844 1,076
RELBEETMEE Loans written off as uncollectible - (703) (703)
W BB REEMIH 2 SR Recoveries of advances written off
in previous years 768 693 1,461
2014%12 A31H At 31 December 2014 218 3,508 3,726
201541 A1 BR&H Balance at 1 January 2015 218 3,508 3,726
REERE(EE) /2% Impairment losses (reversed)/charged (466) 2,309 1,843
RecEEREFRMIEE Loans written off as uncollectible - (2,444) (2,444)
WEBEREFME 2 &R Recoveries of advances written off
in previous years 466 1,195 1,661
B R FR Exchange and other adjustments - ©) ®)
201512831 H At 31 December 2015 218 4,560 4,778
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(CABEEFThz5I7R)

23. BREERKRHEMERE @)

(Expressed in thousands of Hong Kong dollars)

(F) EFERKBRREZEBZBRE (@)
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

23. ADVANCES AND OTHER ACCOUNTS (Continued)

Reconciliation of allowance account for losses on loans

BIR B HERE @) and advances to customers and trade bills (Continued)
REEE-GFETHE
Impairment allowances - Collective assessment
SRS RBEX Hith %
Credit cards Mortgages Others Total

BAEBRRBHREEE 2 2E Movement in impairment allowances

on loans and advances to individuals
201441 B 1 BEvAS Balance at 1 January 2014 26,038 6,676 43,204 75,918
REEERR Impairment losses charged 53,727 3,718 139,283 196,728
RELBEE M Loans written off as uncollectible (66,561) - (144,873) (211,434)
WEEREFMEER Recoveries of advances written off

in previous years 13,486 = 15,889 29,375
BE 5 R E R Exchange and other adjustments - (29) @) 32)
2014512 A31H At 31 December 2014 26,690 10,365 53,500 90,555
201541 A1 BR& & Balance at 1 January 2015 26,690 10,365 53,500 90,555
RIEEBRE Impairment losses charged 45,703 18,361 168,171 232,235
AELERETMEARE Loans written off as uncollectible (63,448) - (182,068) (245,516)
WEIBREEMEZER Recoveries of advances written off

in previous years 18,123 - 20,216 38,339
B R E A% Exchange and other adjustments - (224) (26) (250)
2015512 A31H At 31 December 2015 27,068 28,502 59,793 115,363
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216

23. BHEERKRHEMEREE @ 23. ADVANCES AND OTHER ACCOUNTS (Continued)
() EFERRBIFIRESEEZEHBRE (@) Reconciliation of allowance account for losses on loans
BIREHERR @ and advances to customers and trade bills (Continued)
BEER- BRI
Impairment allowances - Individual assessment
BHER RBER ESRE Heh &it
Term loans Mortgages  Trade finance Others Total
LEERREH Movement in impairment allowances
AEERZEE on loans and advances to
corporate entities
2014451 A1 Bi0s Balance at 1 January 2014 93,989 1,290 113,761 33,362 242,402
HEBERE/(R5) Impairment losses charged/(reversed) 68,052 (1,010) 142,687 17,704 227,433
REFER ST Loans written off as uncollectible (122,907) - (114,316) (25,606) (262,829)
KEBREFHEZER Recoveries of advances written off
in previous years 271 25 1,635 8,014 9,951
B 5 A% Exchange adjustments (2,001) - (938) - (2,939)
2014128318 At 31 December 2014 37,410 305 142,829 33,474 214,018
201541 A1 B0s Balance at 1 January 2015 37,410 305 142,829 33,474 214,018
HEBRRE Impairment losses charged 84,555 1 97,825 3417 217,098
RELERETHHS Loans written off as uncollectible (22,045) - (75,540) (19,898) (117,483)
KEEREFHEZER Recoveries of advances written off
in previous years 698 - 9,126 3,541 13,365
B 5 R E AR Exchange and other adjustments (1,180) - (2,643) - (3,823)
20156128318 At 31 December 2015 99,438 306 171,597 51,834 323,175
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(Expressed in thousands of Hong Kong dollars)

23. BREERKRHEMERE @)
(F) EFERRBIREZEB2FHEE (a)

23. ADVANCES AND OTHER ACCOUNTS (Continued)

Reconciliation of allowance account for losses on loans

BIREHERR @ and advances to customers and trade bills (Continued)
BEER-FaTME
Impairment allowances - Collective assessment
BHER RBER EamE Htr At
Term loans Mortgages  Trade finance Others Total
LEERRBHK Movement in impairment allowances
AEERZEE on loans and advances to
corporate entities
201451 A1 BREH Balance at 1 January 2014 31,441 8,347 28,316 56,871 124,975
EE R Impairment losses charged 27,125 5,859 40,769 13,419 87,172
REFER ST Loans written off as uncollectible - - - (5,308) (5,308)
KEBREFHEZER Recoveries of advances written off
in previous years - - - 5 5
B 5 R A AR Exchange and other adjustments (492) - (96) (511) (1,099)
2014128318 At 31 December 2014 58,074 14,206 68,989 64,476 205,745
201551 1 BREH Balance at 1 January 2015 58,074 14,206 68,989 64,476 205,745
REERRE/ (&) Impairment losses charged/(reversed) 31,489 15,762 (16,525) 29,560 60,286
ReGERE T Loans written off as uncollectible - - - (11,696) (11,696)
KEEREEHEZER Recoveries of advances written off
in previous years - - - 33 33
B 5 R A fh R Exchange and other adjustments (1,829) - (406) (529) (2,758)
20156128318 At 31 December 2015 87,740 29,968 52,058 81,844 251,610
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23. REERRHEMEE @ 23. ADVANCES AND OTHER ACCOUNTS (Continued)

() EstREREMERR 2 BREHFRE (b) Reconciliation of allowance account for losses on
HERR accrued interest and other accounts

BRI EREMERE
Accrued interest
and other accounts
WEEE- REEE-
mER 1 Bl 74

Impairment Impairment

allowances - allowances -
Collective Individual

assessment assessment

Bt REREMEREE Movement in impairment allowances
RIEZEEZ #E on accrued interest and

other accounts

20141 A1 Bay4&&R Balance at 1 January 2014 319 -
B R R R Impairment losses charged 47 20,506
2014412 A31H At 31 December 2014 366 20,506
20151 A1 BRI &% Balance at 1 January 2015 366 20,506
B (B &S 18 (2] Impairment losses reversed (110) =
T 5, N EL At SR 2 Exchange and other adjustments - (921)
2015%12H31H At 31 December 2015 256 19,585
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23. REERRHEMEE @ 23. ADVANCES AND OTHER ACCOUNTS (Continued)

(R) BEREEEFERRER REHEE (c) Loans and advances to customers include finance

BRI - lease receivables as follows:

EEEREBROEREREHEREGMEM Loans and advances to customers include net investments in
EREHEZHEBANMEETFTEE 2 REREF equipment leased to customers under finance leases and hire
o SARMATR AR EERERIZRE - m| purchase contracts having the characteristics of finance leases. The
BEEBSZEHEEE - contracts have an option for acquiring by the leasee the leased asset

at nominal value at the end of the lease period.

2015 2014
KETERENE 2 EIARAEE Gross investment in finance
lease receivable:
15F AR Not later than 1 year 2,640,295 2,701,878
1FUEESF Later than 1 year and not
later than 5 years 3,694,792 4,066,931
5 Later than 5 years 1,336,971 2,406,979
7,672,058 9,175,788
BEAE 2 R B Z g E WA Unearned future finance income
on finance leases (708,387) (1,045,112)
MEREREFHE Net investment in finance leases 6,963,671 8,130,676
BMERSREFEIOMAT ¢ The net investment in finance
leases is analysed as follows:
15FE AR Not later than 1 year 2,399,057 2,415,545
1FAEESF Later than 1 year and not
later than 5 years 3,426,844 3,696,568
5 Later than 5 years 1,137,770 2,018,563
6,963,671 8,130,676
MK2015F 12 A31H ' LM EREREHLTE There is no unguaranteed residual value included in the gross
MR E ERRFIREE (2014 F : ) © investment in finance leases above as at 31 December 2015 (2014:
Nil).
R2015F12 A31H ' ARBEZ EFURELEHFHRS The allowance for uncollectible finance lease receivables included
EAAWE 2 EHERBRIEHNEEET R in the impairment allowances as at 31 December 2015 of the Group
45,415,000 7 7T (2014 4 : 34,002,000787C) ° amounted to HK$45,415,000 (2014: HK$34,002,000).
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(LABEEF Tz dR) (Expressed in thousands of Hong Kong dollars)
24, AIHERS 24. AVAILABLE-FOR-SALE SECURITIES
2015 2014
BRES Debt securities:
—&BLEm — Listed in Hong Kong 12,683,540 11,888,205
— BB T - Listed outside Hong Kong 9,060,290 9,151,353
—3EETh — Unlisted 1,989,770 1,920,824

23,733,600 22,960,382

SRS Equity securities:
—BALM - Listed in Hong Kong 208,587 171,946
—3EEm - Unlisted 257,601 229,533
466,188 401,479
A E B A Total available-for-sale securities 24,199,788 23,361,861
iE Note:
M2015F % 2014FE12 A31 H » il EEE SN E &L As at 31 December 2015 and 2014, there were no certificates of deposit held
A E B RIS B FE IR © included in the above balances of investments in debt securities.
At EES Available-for-sale securities are
REBEITHRBLER ST analysed by categories of
issuers as follows:
— R R e R AERTT — Central governments and
central banks 3,848,200 2,535,358
— NI — Public sector entities 500,463 198,916
—IRIT R E M S mh s - Banks and other financial
institutions 4,132,163 5,161,559
— 1% - Corporate entities 15,716,434 15,463,500
—HAh — Others 2,528 2,528

24,199,788 23,361,861
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25. B¥ZEIHFES 25. HELD-TO-MATURITY SECURITIES
2015 2014
BEES Debt securities
—&BLEm — Listed in Hong Kong 2,384,910 2,255,635
— BB T — Listed outside Hong Kong 4,441,722 5234147
—JEET — Unlisted 3,649,664 3,343,158

10,476,296 10,832,940

BREEEEES Included within debt securities are:
—RBBENTRE - Certificates of deposit held 1,177,533 1,947,377
—HEBES - Other debt securities 9,298,763 8,885,563
10,476,296 10,832,940
FER B BB S IR BT AR R Held-to-maturity securities are
DITEAR - analysed by categories of
issuers as follows:
— R R R R ERAT — Central governments and
central banks 2,436,484 1,219,264
—IR1T R EMh & RS - Banks and other financial
institutions 3,598,931 4,927,850
— b — Corporate entities 4,440,881 4,685,826

10,476,296 10,832,940
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26. TRIEECEHOE

REEREE2015F12 A31 HIEFERTES
Mo NeREE -

REZE2014F12 A3 BILFER  REBEH
DETIEREE -

() Efs BMEEEERRERREERR
ZEFREETHHEER

R2014F6 A5H @ AEE B ER K EKFIBLE
BEFH D IBATA BIEEEZ N R W IELE R~
AHERANREERAZEBHFEE -

=113
N\

EeMEEREN P EAZATEREAES
#4828,504,0007% 7T )2 873,550,000/ 7T » &
FERFE L 7 A F{EE518 45,046,000 78 L E FI1E
L 2 E UL S ©

=

A

o

N

() EFnBEETAIHLEERSREZE
%S5

M20145F6 H26 B - REEEHH & TEEH

D AERF A TH{E 4 4,378,815,00078 T 2 AJ £ &

EREFAREIFES  REASEFESRFS

ZEEBEHFZBRERE -
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(Expressed in thousands of Hong Kong dollars)

26. RECLASSIFICATION OF FINANCIAL ASSETS

The Group did not reclassify any financial assets in the year ended 31
December 2015.

In the year ended 31 December 2014, the Group made the following
reclassification of financial assets.

(a) Reclassification of investments in securities included in
the loans and receivables category to the available-for-
sale category

On 5 June 2014, the Group reclassified all investments in securities
included in the loans and receivable category 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$828,504,000 and HK$873,550,000
respectively. The fair value loss of HK$45,046,000 generated upon the
reclassification had been taken to other comprehensive income.

(b) Reclassification of certain available-for-sale securities
as held-to-maturity securities

On 26 June 2014, the Group reclassified certain available-for-sale
debt securities with a total market value at the time of reclassification
of HK$4,378,815,000 as held-to-maturity securities, reflecting
a change in the Group’s intention on holding these securities to
maturity.
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(Expressed in thousands of Hong Kong dollars)

27. INVESTMENT IN AN ASSOCIATE

2015 2014

JEE B EFE Share of net assets 3,754,594 3,402,295

EES Goodwill 344,623 344,623

aEr Total 4,099,217 3,746,918

2015 2014

1H1H At 1 January 3,746,918 3,304,993

FEEBRTIIEEAE Share of results, net of tax 665,942 602,299
FEMRBRTE IR B EHFEE Share of investment revaluation

reserve, net of tax 59,793 43,644

BRHME 2 EE Loss on deemed disposal (47,617) -

Bz 2 Dividend received (158,071) (129,187)

EHER Exchange differences (167,748) (74,831)

12A31H At 31 December 4,099,217 3,746,918

R2015F 2 2014F12 A31 B 2B E RAl 2 £ &

The following is the key information relating to the associate as at 31

BRI December 2015 and 2014:

R R E i R FEXK FritEZE B DL
=g Place of incorporation Principal Percentage of
Name and operation activities interest in ownership

2015 2014
BERTT R AR HEAE R1T
Bank of Chongqging People’s Republic of China Banking 14.66% 16.95%

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG
(ABHFThrsm)

223



B A5 R Y ot
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

27. BERQATRE @) 27.
(R) EERToRRTKER (a)

BERTZATET2EAHA12A31H - HE
2015 2014512 A 31 HILFEHIR - AEE
REZE 201512 A31 B % 2014412 A31 B 1k

INVESTMENT IN AN ASSOCIATE (Continued)
Selected financial information of BOCQ

The statutory accounting reference date of BOCQ is 31 December.
For the year ended 31 December 2015 and 2014, the Group included
the results of BOCQ on the basis of financial statements made up to

224

12ER 2 HBBRREASERRITZERE -

the 12 months to 31 December 2015 and 31 December 2014.

20154 20144
12H31H 12A31H
At At
31 December 31 December
2015 2014

ERRTZEEEENEBEER Selected balance sheet

information of BOCQ

e REFRIBITHER Cash and balances with
central banks 45,592,990 44,609,051

R E IR T & & Rk HE Due from other banks and

financial institutions 54,729,387 67,989,236
RPERNBR Loans and advances to customers 145,386,839 130,100,237
HEopEE Other financial assets 129,026,511 94,690,965
Hib &= Other assets 6,952,227 5,660,511
BESE Total assets 381,687,954 343,050,000

FERTEABERTT K & ik Due to other banks and
financial institutions 87,405,976 102,010,776
EPEER Customer deposits 237,861,211 209,845,853
Hib e a B & Other financial liabilities 22,068,534 4,729,774
HtaE Other liabilities 8,939,236 6,591,418
aEaE Total liabilities 356,274,957 323,177,821
Emast Total equity 25,412,997 19,872,179

BEERITZBRERE T EARITRS M BEHR
RAZREEHERR

RITRITRIGER R E DA

Reconciliation of BOCQ'’s total shareholders’ equity to the carrying

amount in DSB’s consolidated financial statements

DSB’s share of total shareholders’

equity 3,726,753 3,368,619

hn: YRR 2 R R N BB Add: Goodwill and fair value
adjustment at acquisition 372,464 378,299
BREE Carrying amount 4,099,217 3,746,918
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27. BEQARRE@® 27. INVESTMENT IN AN ASSOCIATE (Continued)

() EERTZRERMKEER @ (a) Selected financial information of BOCQ (Continued)

BZE12A31HLEFE
For the year ended
31 December

2015 2014

BEERTZREREWSRER Selected income statement
information of BOCQ

SER B A Net interest income 8,631,850 7,832,779
FRIEE RASWA Net fee and commission income 1,863,993 1,142,352
ERBHER Loan impairment charges (1,399,548) (1,118,118)
TEREHER Depreciation and amortisation (189,022) (171,951)
FRIEZ Tax expense (1,355,857) (1,210,584)
FEm A Profit for the year 3,907,913 3,553,508
H 2wz Other comprehensive income 367,227 254,628
2HEKRBEE Total comprehensive income 4,275,140 3,808,136
BREERITRE Dividends received from BOCQ 158,071 129,187

28. HEZEHEBRE

28. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

2015 2014

JE LR - IRAKAR Unlisted shares, at cost 20,000 20,000
FEIE U1 R Share of post-acquisition reserves 51,119 45,694
71,119 65,694

720159 20144 12 A 31 HAy R H E e 40 The following are the jointly controlled entities as at 31 December

D 2015 and 2014:
HHEEEZEDL

o i 3t 26 FTEEBRKCE I Percentage of
£28 Place of Principal activities and effective interest
Name incorporation place of operation in ownership
HREHER A R A B8 REERR - BB
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
RS RR AR BB WIRD X B8

Mandatory provident fund 13.333%

business, Hong Kong

Bank Consortium Trust Company Limited Hong Kong

RS RAR AR BB WIRD X B
BCT Financial Limited Hong Kong Mandatory provident fund 13.333%

business, Hong Kong
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28. HEEZEFIEERE @ 28. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
(Continued)

AEBERBERERAR 2 ERHMBARK

FIRTTRA - MRBETARIALRBEEHE
RARTRIZERER AR 22 EMBRF] °

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.

29. EAF 29. SUBSIDIARIES

R2015F 12 8318 ' KRR ZHBARWMT :

The following is a list of the Company’s subsidiaries as at 31

226

December 2015:
FRERBBE S BRTEBERRE
Efi it 2 Percentage of shares held Particulars of
ARER TEEK Place of HE EiF issued ordinary
Name of company Principal activity incorporation Directly  Indirectly share capital
AFRITERAA #17 BB
Dah Sing Bank, Limited Banking Hong Kong 100% - HK$6,200,000,000
LH(1931) BRAH Ei BE
MEVAS (1931) Limited Inactive Hong Kong 100% = HK$400,000,000
A BERRA mEE BB
Dah Sing Finance Limited Inactive Hong Kong 100% - HK$25,000,000
REZRK RBRIHS
South Development Limited Investment holding British Virgin Islands 100% - US$1
RERR BRE
D.A.H. Holdings Limited Investment holding Bermuda 75.5% - US$1,000,000
AR (PE)BERAR $17 hEE ARAME
Dah Sing Bank (China) Limited Banking People’s Republic of - 100% RMB1,200,000,000
China
B ERTROERAR 17 AP
Banco Comercial de Macau, S.A. Banking Macau - 100% MOP225,000,000
AHERAGERAA BEE BB
Dah Sing Computer Systems Limited Inactive Hong Kong - 100% HK$20
AFREERERAA &R B
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 100% HK$200,000
BEE RBRUAS
DSLI (1) Limited Inactive British Virgin Islands - 100% US$1
BEE RBRIRS
Dah Sing MTN Financing Limited Inactive British Virgin Islands - 100% US$1
AMEEBRAA REARY B
Dah Sing Nominees Limited Nominee services Hong Kong - 100% HK$100,000

AFRITEEERRTF] | 20154540
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29. MIEBAE ®) 29. SUBSIDIARIES (continued)

ERB B S BRTEBRRE
EEalick Percentage of shares held Particulars of
ARER TEER Place of HE i issued ordinary
Name of company Principal activity incorporation Directly  Indirectly share capital
REERR BB
Dah Sing Properties Limited Investment holding Hong Kong - 100% HK$9,998
EEX RBRUAS
Dah Sing SAR Financing Limited Inactive British Virgin Islands - 100% US$1
RERKR BB
DSB BCM (1) Limited Investment holding Hong Kong - 100% HK$1
RERR BB
DSB BCM (2) Limited Investment holding Hong Kong - 100% HK$1
AHEHBERRA FHEE BB
Dah Sing Securities Limited Securities dealing Hong Kong - 100% HK$10,000,000
BEE BB
MEVAS Nominees Limited Inactive Hong Kong - 100% HK$50,000
Ei RERARS
Channel Winner Limited Inactive British Virgin Islands - 100% US$1
RRENG (FE)BERAR mEE BB
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
ZENBERAH & BB
OK Finance Limited Money Lending Hong Kong - 100% HK$1,000
Ei RERARS
Shinning Bloom Investments Limited Inactive British Virgin Islands - 100% US$1
HEREBERAA NERE BB
Vanishing Border Investment Services Limited  Property investment Hong Kong = 100% HK$20
NERE RRRAHE
Wise Measure Limited Property investment British Virgin Islands - 100% US$1
NERE RERARS
Reliable Associates Limited Property investment British Virgin Islands - 100% US$1
mEE RERS
D.A.H. Hambros (Channel Islands) Limited Inactive Guernsey - 75.5% US$15,000
NERE ERRAHE
Dragon Tiger Limited Property investment British Virgin Islands 100% - us$2
NERE RERARS
Estoril Court Limited Property investment British Virgin Islands 100% - US$2
NERE RBRUAS
Grandmart Investments Limited Property investment British Virgin Islands 100% = uss$2

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015
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29. MIEBAE ®)

(Expressed in thousands of Hong Kong dollars)

29. SUBSIDIARIES (Continued)

ERB B S BRTEBRRE

EEalick Percentage of shares held Particulars of

ARER TEER Place of HE i issued ordinary

Name of company Principal activity incorporation Directly  Indirectly share capital

FNBEBEERAA mE BB
Modern World Holdings Limited Inactive Hong Kong 100% HK$1
HNEERERAR mEE BB

Modern Bright Hong Kong Limited Inactive Hong Kong 100% HK$1
ZEBRAA NERE RRRAHS

River Long Limited Property investment British Virgin Islands 100% us$2
NERE RBRARS

Skill Sino Limited Property investment British Virgin Islands 100% US$2
HERRAR NERE RBRUAS

Solar China Limited Property investment British Virgin Islands 100% Us$2
NERE RBRAHS

Superb Future Limited Property investment British Virgin Islands 100% us$2
NERE RBRARS

Talent Union Holding Limited Property investment British Virgin Islands 100% US$2
NERE RBRUAS

Well Idea Enterprises Limited Property investment British Virgin Islands 100% = US$1

BAMRTERARRARARRDASN - LA
BRREBFAR B EE A7 MK
3 BRREEB M Z AR RERRE
e

BRAFTIRT (RE) AR AR RFIEERITRGD
BPR2Ad - D.A.H. Hambros (Channel Islands)
Limited & k51| BA7E & LASNE M A SZ B9 A 7
Sh - H AR EBEBLE -

R IRTT (R E) GRA TN 200847 BEHEA
M EEMARAL - BRI E ARKMB XM M
BIBERRAF] (EHEE  HEIRMZEEY
&)~
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Except for Dah Sing Bank, Limited which is a public limited company,
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.

Except for Dah Sing Bank (China) Limited, Banco Comercial
de Macau, S.A., D.A.H. Hambros (Channel Islands) Limited and
companies incorporated outside Hong Kong specified above, all other
companies operate in Hong Kong.

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.
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30. BEREFEE 30. GOODWILL AND INTANGIBLE ASSETS

BV EFBEf&
&4 BYEE BV EE
BREE Core  Customer
wE Contract deposit  relationship ki At
Goodwill intangibles intangibles intangibles  Trade name Total
R Cost
2015F1 A18 R At 1 January 2015 and
2015F12A 318 31 December 2015 811,690 26,499 80,583 40,777 58,252 1,017,801
Z2iERE/ A Accumulated impairment/amortisation
201551818 At 1 January 2015 - 26,499 80,583 37,185 - 144,267
ER (fz11) Charge for the year (Note 11) - - - 2,039 - 2,039
2015124318 At 31 December 2015 - 26,499 80,583 39,224 - 146,306
REE Carrying value
2015128318 At 31 December 2015 811,690 - - 1,553 58,252 871,495
Tl EPHE
af BYEE BYEE
BYEE Core  Customer
HE Contract deposit  relationship ki ait
Goodwill intangibles intangibles intangibles  Trade name Total
%S Cost
201451 F1H At 1 January 2014 and
201412318 31 December 2014 811,690 26,499 80,583 40,777 58,252 1,017,801
SIS & Accumulated impairment/amortisation
201451418 At 1 January 2014 - 26,499 80,583 33,787 - 140,869
ERZM (1) Charge for the year (Note 11) - - - 3,398 - 3,398
20145124318 At 31 December 2014 - 26,499 80,583 37,185 - 144267
REE Carrying value
2014124318 At 31 December 2014 811,690 - - 3,592 58,252 873,534
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30. BEREFREE @

BEERABRZEBVEERREAYN BROEREE
FRARETEERARBEBEZENF5E12
FZURFHEE - BREAEERMRYEESF
RIS E R BB 1B MAR AR RIERE RS

N

o

HEDREEREANLEERERE —HNEKD
ERPAREELBM([ReELEM]) - &
2B

-}
BORBEZ50T

(Expressed in thousands of Hong Kong dollars)

30. GOODWILL AND INTANGIBLE ASSETS (continued)

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.

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.

201412831 HK 201512831 H
At 31 December 2014 and 31 December 2015

RIEERT B ASRIT BIMRIT
Commercial Personal Overseas &5t
Banking Banking Banking Total
B Hong Kong 196,478 122,189 - 318,667
JBRFT Macau - - 493,023 493,023
196,478 122,189 493,023 811,690

HEEGFERBENR  HHRIBFE  CRE
EMEEcREELEMNA DS - xaTEE
FREEEEABMES - L5582 AR
S KERBASFEREANEAEFERE
2% HERIE S FUABREKER - %5 FrtBlHEEE
BABERHUBRARCEEBM 2 EBRZE
TSR TEORI s BR ) B 3B AEIE R 2 AT BT AR 1 o P&
FA 2 B3R 3 Th @ BN AN SR B 2 B AN AR I S 19
#10.9% (2014 4F : 9.7%) °

B FHITZREAR T ERALRRAEELR
5 2 3% Tt B B FI R 2R 2 LA P HA R 81 2 T8 AR
A - BUAEE &K R 2% HEB 555 F AR E K
Ro FTEAZBIRE 510.9% (20145 1 9.7%)
TR RN EE 2 B A IET S -

AEFEEWEREREERES 2 REEIE (2014
Fom) o

7
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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 weighted average cost of
capital at 10.9% (2014: 9.7%).

For trade name, impairment testing is performed annually using pre-
tax royalty rate of 3% 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 of 10.9%
(2014: 9.7%) used is based on the Group’s weighted average cost of
capital.

No impairment losses on goodwill and trade name were identified in
the year (2014: Nil).
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3. TERHMEEEE 31. PREMISES AND OTHER FIXED ASSETS
ELIEN
RERAE
Furniture,
equipment
{TE  and motor =5
Premises vehicles Total
HZE2014F12 A31HILEE Year ended 31 December 2014
FHRREFE Opening net book amount 1,477,802 383,650 1,861,452
i Additions = 139,556 139,556
BN BTERBREME Reclassification from premises to
investment properties (66,966) - (66,966)
& Disposals - (2,757) (2,757)
FEZH (KsE11) Depreciation charge (Note 11) (36,449) (103,517) (139,966)
N ER Exchange difference (3,325) (1,400) (4,725)
FRREFE Closing net book amount 1,371,062 415,532 1,786,594
2014412 31 H At 31 December 2014
BN Cost 1,625,235 877,722 2,502,957
2N E Accumulated depreciation (254,173) (462,190) (716,363)
BREHEE Net book amount 1,371,062 415,532 1,786,594
BZE2015F12831 HIEFE Year ended 31 December 2015
FYREFE Opening net book amount 1,371,062 415,532 1,786,594
i Additions 233,281 96,994 330,275
BN BRTERBEME Reclassification from premises to
investment properties (10,507) - (10,507)
k= Disposals - (1,457) (1,457)
e (FEE11) Depreciation charge (Note 11) (42,111) (112,782) (154,893)
ELER Exchange difference (5,878) (2,268) (8,146)
FREAEFE Closing net book amount 1,545,847 396,019 1,941,866
201512831 H At 31 December 2015
IB#N Cost 1,841,277 911,934 2,753,211
2ENE Accumulated depreciation (295,430) (515,915) (811,345)
REFE Net book amount 1,545,847 396,019 1,941,866
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31. TERHMEEEE @ 31. PREMISES AND OTHER FIXED ASSETS (Continued)
TEZEOFERRE : The net book value of premises comprises:
2015 2014
TRfEH Leaseholds
EBBFE 2 F AL Held in Hong Kong on medium-term
(E10=50F 2fH) lease (between 10-50 years) 1,192,779 1,003,124
TEBBLAINGAE 2 EIFE L Held outside Hong Kong on medium-
(E10=50F 2H) term lease (between 10-50 years) 353,068 367,938
1,545,847 1,371,062
32. REYHE 32. INVESTMENT PROPERTIES
2015 2014
1H1H At 1 January 814,229 653,921
#ig Additions 162,924 -
BN BRTERREME Reclassification from premises to
investment properties 11,900 103,499
Eff AT ERE Fair value gains on revaluation 2,323 56,809
12 A31H At 31 December 991,376 814,229
WEWFE 2 REFEBTE The net book value of investment properties comprises:
2015 2014
THEHD Leaseholds
TEERFE 2 FEEL Held in Hong Kong on medium-term
(FE10E 505 2) lease (between 10-50 years) 928,209 743,077
TEEB AN A 2 EAFE AT Held outside Hong Kong on medium-
(ZE10Z=50F 2 ) term lease (between 10-50 years) 63,167 71,152
991,376 814,229
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32. REWHE @)
() sHEREVMXE 2 AFE

ANE= B 20154 2014412 A31 B AR EY
EREBEET T EM o I ABB L BT
EME-—AFHEH (FEREEER) BRAR
BANRBEARPEBEANZ WEERE— KR
CRF) BRARAMNRMZMERERE LR
ERBMAREEBELTRAR 25 Z AU ER
3T AR A AC B IRHETT ©

MZEEAYE L HEER  HEFBWHHRE
EREAZFARAFEFEF 2 ATFEEE B K
EFFARTSLEENS 2 xa MEENYER

ETEREMENEER  HP—BEXEZRES
KEE B - M B R AR E =BT R A R g
BT SHE BALER - FTEEZBENTE
7R 1,69578 7T (2014 4F : 1,700/8 T) EFF
758 123,800 7T (2014 4 : 123,500/8 7T) ° 4
EEMUEBERN TReBBUREME L AT EFE
BHEEESLLRRD  RZIFA -

REMEDBRAE ST BUBRELRFE 135
(RFHEFE)F R FHEERNEIRR

(Expressed in thousands of Hong Kong dollars)

32. INVESTMENT PROPERTIES (Continued)
(a) Fair value measurement of investment properties

The Group’s investment properties were last revalued at 31 December
2015 and 2014 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.

The basis of the valuation of property was market value which is
consistent with the definition of fair value under HKFRS 13 “Fair Value
Measurement” and takes into account the highest and best use of the
property from the perspective of market participants.

One of the key inputs used in valuing the investment properties was
the unit sale rate taking into account of time, location, and individual
factors such as size and levels of buildings, which ranged from
HK$1,695 (2014: HK$1,700) to HK$123,800 (2014: HK$123,500) per
square foot. A decrease in unit sale rate would result in decrease in
fair value measurement of the investment properties by the same
percentage and vice versa.

Investment properties are classified as Level 3 under the fair value
hierarchy as defined in HKFRS 13, “Fair value measurement”.
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32. REWHE @) 32. INVESTMENT PROPERTIES (Continued)

(Z) PR ESERPEIHIN 2 A FEFESY (b) Reconciliation of fair value measurement in Level 3 of
BR& the fair value hierarchy

TRFAVNEABEEATAEREE 2 HELA The following table provides a reconciliation of the movement

HWEIRRZIREYEMTEN A LER YR between opening and closing balances of Level 3 investment

HiR 2 SR B E) 2 K - properties, measured at fair value using a valuation technique with

significant unobservable inputs:

2015 2014
1A1H At 1 January 814,229 653,921
i Additions 162,924 -
BN BRTERKREME Reclassification from premises to
investment properties
—ENHBATEZEEFE - Net book value of premises
reclassified 10,507 66,966
—EHBBBATESGHE — Surplus on revaluation credited to
premises revaluation reserve 1,393 36,533
11,900 103,499
AFEWRES Fair value gains 2,323 56,809
12H31H At 31 December 991,376 814,229
RERFAZEELERE Unrealised gains or losses recognised
Wk P EBRZREHR in comprehensive income statement
WaskEsiE relating to those assets held at the
end of the year
—MEEHFAH - Net surplus on property revaluation 1,393 36,533
RERFE ZEETEZERET Unrealised gains or losses recognised
BRI REHR WK EE in income statement relating to those
assets held at the end of the year
— A FERE — Fair value gains 2,270 56,809
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32. REWHE @) 32. INVESTMENT PROPERTIES (Continued)
(R) BFEEIBRINAREFTERENER (c) Information about Level 3 fair value measurement

RETE FTABRzBE

Valuation Unobservable £iE

technique(s) input(s) Range

REMHE WARBEEET A i ies & 1.90% % 3.50%
(1EEk=ER) (20144 2.85% % 3.50%)

Investment properties  Income capitalisation approach Market yields 1.90% to 3.50%
(reversionary yield) (2014: 2.85% to 3.50%)

iErickn BYLRIMAEBTE102ETT

(20144 : §FHRI5ATLE 1047 7T)

Market rental HK$34 to HK$102 per square foot

(2014: HK$35 to HK$104 per square foot)

NWAREBEEEAEEECATFEZIREDME - For investment properties of which the fair value is determined using
EAZTHIDEWABRBEENRKEEZZY the income capitalisation approach, the assessment is conducted
ST HEHEAERWAZENETT - AFEET on the basis of capitalisation of net incomes with due allowance
EHEMSHESKEEBRER  EmERaEXNE for outgoings and reversionary income potential. The fair value
HERERIR - measurement is positively correlated to the market rental and

inversely correlated to the market yields.

33. Hiw&EE 33. OTHER ASSETS
2015 2014
fEd ke M FERTE R Accounts receivable and prepayments 2,084,811 2,822,986
FEETURA Accrued income 715,756 732,687
HAh, Others 240,322 229,235
3,040,889 3,784,908
3. HIEEEREMAE 34. TRADING LIABILITIES
2015 2014
HEBERE K EEES Short sales of treasury bills and
treasury bonds 6,270,630 5,597,614
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35. BEFEX

(Expressed in thousands of Hong Kong dollars)

35. DEPOSITS FROM CUSTOMERS

2015 2014
V& BT R I A SR AT 5K Demand deposits and

current accounts 36,057,166 25,792,461
RETR Savings deposits 21,826,622 26,165,548
FH - B ESER Time, call and notice deposits 92,964,115 90,622,230

EEFO&MBESWIFIEADERET R B
EHE 7 R T 2 1750 7,178,0005% 7T (2014 £ -
14,329,000/87T) °

BEH  BAMREMERIN  AEEMERER
ERFEER

36. ERITHERFE

150,847,903 142,580,239

Included in customer accounts were deposits of HK$7,178,000 (2014:
HK$14,329,000) held as collateral for irrevocable commitments under
import letters of credit.

Other than time, call and notice deposits, all other customer deposits
carry variable interest rates.

36. CERTIFICATES OF DEPOSIT ISSUED

2015 2014

R A = @ g T A T ESIER At fair value under fair value hedge
(for hedging interest rate risk) 4,361,923 4,990,231
TR AR AT BR At amortised cost 1,869,914 1,119,546

R2015F 2014 F R - REB R ERVAFER
BHEEIMERTEREANATEAEAHE
T ABZS o

REEENED BT RESPEFIRENRNT

SRE A _EFTYI 2 BREE(K.8,000,0007%5 T (2014
F : 53,000,000/87T) °

RIRITEEERRTF] | 2015F 50

6,231,837 6,109,777

During 2015 and 2014, 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$8 million
lower (2014: HK$3 million higher) than the above carrying amount.
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37. BEEHK 37. SUBORDINATED NOTES
2015 2014
225,000,000 ZE T4 2020 4F F| 2 US$225,000,000 Subordinated Fixed
EE®EERGE(R)) Rate Notes due 2020 (Note (a)) 1,894,565 1,915,702
200,000,000 =TTk A E B EFEL US$200,000,000 Perpetual Subordinated
(7F(2.)) Fixed Rate Notes (Note (b)) 448,814 469,056
225,000,000 7 103 7T K 2022 4 EI| HA Y S$225,000,000 Subordinated Fixed
EEREER GE(R)) Rate Notes due 2022 (Note (c)) 1,223,184 1,301,352
225,000,000 ZE T4 2024 F F| #i#Y US$225,000,000 Subordinated Fixed
EEREEREGE(T)) Rate Notes due 2024 (Note (d)) 1,753,331 1,746,268
5,319,894 5,432,378
R4 A = @ g T A TESI R At fair value under fair value hedge
(for hedging interest rate risk) 4,871,080 4,963,322
RN BR At amortised cost 448,814 469,056
5,319,894 5,432,378

R2015F KX 2014 F N - NEB KRB R VIR HER
BHETTMEREEBABAATEFTEEELEH):T
ABES o

3

() k73 R ¥ 2R 17 R2010F2 1180 & 17 2
225,000,000 3= 7t 1E #7 10 4% 32 5 P ([ #7322 AT 1)
EWWHRE A INE R ESBEES (&
1) o WEEHEH2020F2 B11 BE|H - F 8
£6.625% * FEFMNE—IK - RFRITNEE
—BIBRSRITET S F i B & 40 1S B A 80 B 2 FILS
IR AR TRITR R R REREZENF ST
%7\ °

(Z) k75 R ¥ iR 17 R2007F2 168 % 17 2

200,000,000 E L= R T LR E A= E

B INE AR A E S EEER ([E]) o LEE

M2 BEMHEER A2017F2A17H - BE1TH

FHEEMBEER  F85/56.253%  BFEN

B—R o Hig - MEBREEREEEERED -

HemF e 2= A3EABETRITRZERE

MN190% T - ERBAEBSERTE MM - K

SRATAI A IRIB MBI A ok B B A5 I e A BT 3R

HAZEEEERFA (D) &R o KR

B E—BIRRIRTTR] AR B & A i E R A

E SRR AR TTIRTTRI 37 B A B A2 E)

FIEATHK

During 2015 and 2014, 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 Singapore Stock Exchange Trading
Limited (“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 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.
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37.

BEEK @

& ¢ ()

(2)

(A

(T)

(%)

20104 % 2009 F © AFTRTTR 4L LR S5
MR R R AT RERE AR A RES A
75,000,000 7T }2.70,000,000% 7T 2 S0 (&7
MmMBMZEOBRERESEEEER AL
BT -

bt J5 K ¥ iR 17 R2012462A8H ¥ 1T 2
225,000,000 7 N3 7T 12 #1 32 F7 £ T4 7 E B
MifnEARE S A EER ([EF]) - LEEHS
7202242 A9HEIH] - EIZEEE H 52017
F2A90 c AEFITAZHREBHBEER  £5
R4.875%  FEFFNBE—K - B HEBR
EREMEERED AN EEETAER
SEHAF N IR IS R N376 % F - EEBE
BT RIELIE - KFIRITAIREREEREA
FAFEEARFEN KA LEEEEED RS
(FEEB P ) BT o RFTIRITINE B —EPRIRITEI L
FZe s By & A 1S B 8 & E A SR R AR TR
TREFEAERZEFIS R -

It T3 K 37 R 17 201441 A298 % 17 2
225,000,000 TEBEABBERFHER A F
(TEAXRSA]) L RGEEZEBBE I R
EAZMERNI0FHE SBREERS(EHD
(BB EBCRITE (BR) RADZEFK) » 1bF
BER5EN 202441 B29 A 3H - i BHEER A
201941 A29H - BETHEHLEEMEER -
FRRE5.25%  BY¥ERE—K - Hig - HEK
KRERENEEAED  ARNFEEETAE
Ko F BB EEH S X MNI752H T - BEBA
BeE RTELRAE - RMRITAIRNERMEEEB
FAFEEARFENRALZEEEEED RS
(FEEB P ) BT o RFTIRITINE B —EPRIRITEI L
Fets By & A 1S B 8 & E A SR R AR TR
TRIZER S AER BT SR -

REBAENSREGRIBHIZAVENNSE
B A5 2 BR M E 1K 171,000,0007% 7T (2014
£ : {£197,000,000 77T ) °

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

37. SUBORDINATED NOTES (continued)

Note: (Continued)

(b)

(Continued)

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.

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.

This represents US$225,000,000 Basel Il compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB
(subject to the provisions of the Banking (Capital) Rules of Hong Kong)
issued on 29 January 2014 (the “Notes”), which are listed on The Stock
Exchange of Hong Kong Limited (“SEHK”). The Notes will mature on 29
January 2024 with an optional redemption date falling on 29 January
2019. Interest at 5.25% 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 U.S. Treasury Rate plus 375 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$171 million
lower (2014: HK$197 million lower) than the above carrying amount.
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38. EXZEMHIA 38. DEFERRED INCOME TAX
BN IEEENBENEEREEEAEZHITHE Deferred income tax assets and liabilities are offset when there is a
HHBNERR IE & EE M BN HATL IR B &R R ER IE legally enforceable right to offset current income tax assets against
EA[F] — T TS i B B R 5 AL T o HSY v a1 current income tax liabilities and when the deferred income taxes
o relate to the same fiscal authority. The offset amounts are as follows:
2015 2014
FIEFR I & = Deferred income tax assets 83,473 80,591
RIERIAE & Deferred income tax liabilities (46,556) (65,077)
BN BEAELBEEEERZ2E 2 BB R Deferred income tax assets and liabilities analysed based on the
EUFY N 2 TE BB ST ¢ underlying category of temporary differences and the expected date
of recovery and settlement are as follows:
2015 2014
FEFFTHEE ¢ Deferred income tax assets:
— A fE12 A AR E 2 IREFRIBE E — Deferred income tax assets to
be recovered after more
than 12 months 154,305 137,366
EEFIBEE Deferred income tax liabilities:
—EE12EAREEZELERHIBAE — Deferred income tax liabilities to
be settled after more
than 12 months (117,388) (121,852)
36,917 15,514
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38. EILEHIE (&)
EIEFETAER B A= e T

38. DEFERRED INCOME TAX (Continued)

The gross movement on the deferred income tax account is as
follows:

2015 2014
1810 At 1 January 15,514 (11,329)
TR 25 B PO 7 78 [B] 48 Tax credited to the income
(MI5E16) statement (Note 16) 19,190 61,683
RERRAREER (ZH) Tax credited/(charged) to equity
(MozE42) (Note 42) 6,063 (34,183)
M ER Exchange difference (3,850) (657)
12 A31H At 31 December 36,917 15,514

BEERAEERBBERAFEZES - TRER
MRABAEEE T HIEZ GBI

The movement in deferred income tax assets and liabilities during
the year, without taking into consideration the offsetting of balances

240

within the same tax jurisdiction, is as follows:

EEBBEE : Deferred income tax assets:
B REX
EREREE R EHA
Impairment REEM Deferred
allowances BEEE  Investment expenses &t
and provisions Tax losses revaluation and others Total
20141 81 H At 1 January 2014 43,745 4,065 4,164 36,259 88,233
RUREBR B ( ) Credited/(charged) to
the income statement 52,508 (2,988) - 4,434 53,954
AR H Charged to equity - - (33,831) = (33,831)
EX bk Reclassification = = 29,667 = 29,667
EHER Exchange difference (582) - - (75) (657)
2014612 A31H At 31 December 2014
k20151 A1H and 1 January 2015 95,671 1,077 - 40,618 137,366
RUESER AR (S ) Credited/(charged) to
the income statement 14,572 (780) - 6,997 20,789
MR A H Charged to equity = = - - -
bk Reclassification = = - - _
ERER Exchange difference (3,677) - - (173) (3,850)
2015%F12 A 31 H At 31 December 2015 106,566 297 - 47,442 154,305
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38. IEFERIIE am) 38. DEFERRED INCOME TAX (Continued)
IRIERIBEERE : Deferred income tax liabilities:

MEBHHRE REWESE
Accelerated  Investment REEf

] tax  properties  Investment Hth fit
Provisions  depreciation revaluation revaluation Others Total
201451718 At 1 January 2014 7122 65,323 25,656 1,294 167 99,562
R ERAS L/ (E1E) Charged/(credited) to the income statement 1,855 7,654 (17,07) - (167) (7,729)
IMERERR Charged to equity - - - 352 - 352
BiAR Reclassification - - - 29,667 - 29,667
2014412 A31 AR 201541 18 At 31 December 2014 and 1 January 2015 8,077 72,977 8,585 31,313 - 121,852
REEERX L/ () Charged/(credited) to the income statement 759 1,207 (1,310) 853 - 1,599
R R A Credited to equity - - - (6,063) - (6,063)
20155128310 At 31 December 2015 9,736 74,274 7,275 26,103 - 117,388
Tt PERRERSEANRE (ZH) ZIEER The deferred income tax credited/(charged) to equity during the year
17 : is as follows:
2015 2014
RIRER s 2 A AR Fair value reserves in shareholders’ equity:
— A EFE S (M 42) — available-for-sale securities
(Note 42) 6,063 (34,183)
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39. EEEDQEZEER

GARBRRAENER B ERREATE B
S REITR P FE L2 EHHFIT ¢

(Expressed in thousands of Hong Kong dollars)

39. BALANCES WITH GROUP COMPANIES

Included in the consolidated statement of financial position captions
are balances with group companies arising from transactions
conducted on normal commercial terms:

2015 2014
ekl NG o Balances from the holding company
ZHEERNEMERE Advances and other accounts 933 =
BEFR Deposits from customers 20,887 7,962
EA[R) 2B A Al 2 &tk Balances from fellow subsidiaries
FHEERMEMERE Advances and other accounts 33,594 29,275
EFPER Deposits from customers 1,562,898 1,655,642
HbR B RIER Other accounts and accruals 6,989 4,259
& EER Subordinated notes 40,554 41,021

40. FAREERAE
() BAXARE

K12 A1 BERE ADREBEGAAEE KB
ABEEEECEAAZENT

40. CONTINGENT LIABILITIES AND COMMITMENTS
(@) Capital commitments
Capital expenditure in respect of projects and acquisition of fixed

assets as at 31 December but not yet incurred is as follows:

2015 2014

ERGERRREEEZRAX

AFRITEEERRTF] | 20154540

Expenditure contracted but not

provided for 165,688 140,972
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40. FABBERAEE @ 40. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)

(Z) EE&RE (b) Credit commitments

AREBEEABRINEAEREFREEZEMIA The contract and credit risk weighted amounts of the Group’s off-

ARCEREEERBRMNESRENT balance sheet financial instruments that commit it to extend credit to

customers are as follows:

EHEE
Contract amount
2015 2014
HEEEREM Direct credit substitutes 320,644 683,652
EAZZ 5188 SN TE B Transaction-related contingencies 455,868 302,523
B 5 AIEE Trade-related contingencies 438,649 501,525
AR AR B i /R T8 25 3 AN 2 A e Commitments that are
unconditionally cancellable
without prior notice 64,573,823 64,212,547
R Other commitments with an
[RAEARR 7 - original maturity of:
— b1 - under 1 year 4,175,180 3,982,693
—1ERRE -1 year and over 494,999 998,616
70,459,163 70,681,556
EERRINESEE
Credit risk
weighted amount
2015 2014
SN B E SR Contingent liabilities and
commitments 1,521,336 1,725,203
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40. FARBBEREE @ 40. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)
(R) BEEBZEE (c) Assets pledged
MBEARAEEEINEESEBRELNEST KL Exchange Fund debts pledged with the HKMA to facilitate the Group’s
E“%Ei)ﬁﬁﬁ#&ﬁ%ﬁéﬁ%% BZINEESE trading and market-making activities in Exchange Fund debts are as
55 H follows:
2015 2014
EIRGERBCERNEE ¢ Assets pledged with HKMA:
HIEEEREMNES Trading securities 5,771,254 5,157,236
A ERS Available-for-sale securities 490,324 395,430
6,261,578 5,552,666
HHEaE Associated liabilities:
HIEEBERZRMERE Trading liabilities 6,270,630 5,597,614
Tt Ty B AR E B R AR T IERE S mkE 2 I The carrying amounts of the non-government bonds pledged with
BRESREREEE REE : unrelated financial institutions under repurchase agreements and the

associated liabilities are as follows:

2015 2014
Bl T 2 IR EE - Assets pledged under repurchase
agreements:
AR EES Available-for-sale securities 169,803 94,500
R EE|HIE 5 Held-to-maturity securities 3,943 =
173,746 94,500
HEABE : Associated liabilities:
RITIER Deposits from banks 43,914 89,421
HAbR B RER Other accounts and accruals 123,271 =
167,185 89,421
ERsEHFREEFABEN A TERER 25F: The fair value of the transferred securities and associated liabilities
HEREERS - approximate the carrying amount of the transferred securities.
REERZEEAR - AEETREFER - HE3ER The Group cannot use, sell or pledge the above securities for the
A EES - MEHER 2 EBFNETANEER duration of the repurchase agreements and is exposed to the credit
% o risk of the issuers of the transferred securities.
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40. HABBERAEE @ 40. CONTINGENT LIABILITIES AND COMMITMENTS
(Continued)
(T) R&EHERIE (d) Operating lease commitments
WAREE 2 AR ARFRA @ BAAEUSMERLE Where a Group company is the lessee, the future minimum lease
HEMRAREL Nz HEAERMTERTENT : payments under non-cancellable building operating leases are as
follows:
2015 2014
15 AR Not later than 1 year 183,332 158,901
1FEAEESF Later than 1 year and not
later than 5 years 468,581 112,500
5ELAE Later than 5 years 349,332 47,428
1,001,245 318,829
MAEBZ AR AHAA BT BUHELE Where a Group company is the lessor, the future minimum lease
HEMRRRAZ N 2 HEBERNFHAEFEAT ¢ payments under non-cancellable building operating leases are as
follows:
2015 2014
1FE A Not later than 1 year 31,213 30,535
1FAEESF Later than 1 year and not
later than 5 years 21,154 19,128
52,367 49,663
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(Expressed in thousands of Hong Kong dollars)

41. BR7AR 41. SHARE CAPITAL
2015 2014
e [N & R

EBR Ordinary shares, Number Share Number Share

BORMERA issued and fully paid: of shares capital of shares capital
1A1H At 1 January 1,401,701,805 6,850,354 1,251,371,105 1,251,371
R2014F3 A3 HBE Transition to no-par regime

EEZAEEE on 3 March 2014 - - - 4,404,692
FATHRAR D Issue of shares under rights issue

(BEMBREITRHER) (net of share issue expenses) - - 150,164,532 1,192,533
AT R R TR Issue of shares upon exercise of

(BELARNDIERER share options (with transfer from

WM ) share-based compensation reserve) 270,023 3,150 166,168 1,758
12 A31H At 31 December 1,401,971,828 6,853,504 1,401,701,805 6,850,354

LEH N A FEG E 11 REI7TIE 2 EBEMIE
o R2014E3A3H MM HEEBEBRBEAETNZ
4,404,692,000 B L E H & E K AN R R EA
B —3p(n o

R2014F5 90 » KRRITHRNAEFRS BT Z
%%%ﬁ%ff?*%mo A& A% A AT B 12 AR R AR AR 17 2
f% o AN FE1A 31T 150,164,532 BLETRAC LS o

HEIRR AR 2004 65 6 A 12 B ERAA R AR EET 2l
(TZRBAETE]) - BZRRRETT I EITUAR -
97 15 (2014 5 : 9717 ) RAXRE LATREE 14,356,991
% (2014 4F : 14,356,991 %) KR @R {n + E %
FTAEBNHFHESTRERITHAL - A&t
2| pK 37 1% 22015612 A31 8 1t » 5119 (2014
& 511D) RARAELATREE 2,039,841 % (2014 £ -

2,039,841 f%) AR RIID B K3k B Ef -

RIRITEEERRTF] | 2015F 50

In accordance with the transitional provisions set out in section
37 of Schedule 11 to the NCO, on 3 March 2014, the amount of
HK$4,404,692,000 standing to the credit of the share premium
account has become part of the Company’s share capital.

On 9 May 2014, the Company completed a 12-for-100 rights issue at
the subscription price of HK$8.00 per share. A total of 150,164,532
new shares were issued.

Pursuant to the Company’s Share Option Scheme (the “Scheme”)
adopted on 12 June 2004, 97 (2014: 97) options to subscribe for
14,356,991 shares (2014: 14,356,991 shares) 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 2015 and since
the incorporation of the Scheme, 51 (2014: 51) options to subscribe
for 2,039,841 shares (2014: 2,039,841 shares) of the Company have
lapsed or expired.



B 5 Y o
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

41. BRZAS (@) 41. SHARE CAPITAL (continued)

AERNHEENERITEA BIRERBEET S Movements in the number of the Company’s shares in the share
B2 RARERRARRMEE ST options under the Scheme held by directors and senior executives

during the year are as follows:

RRERRGHE
Number of shares
in the options

2015 2014
1H1H At 1 January 12,150,982 11,800,000
RERET Granted during the year - 300,000
REREAR T E 2 A Adjustment for rights issue
completed during the year - 466,401
G AT SR Exercised or lapsed during the year (270,023) (415,419)
12 A31H At 31 December 11,880,959 12,150,982
W12 A 31 BIRETEE 2 RRBEFF AT Particulars of the outstanding options as at 31 December are as
follows:
RREFRAHE
AREHA Number of shares
Number of options in the options
RYBRTHEE Date of grant and exercise price 2015 2014 2015 2014
2011128128 - 12 December 2011, at an exercise
BEESR8.1 B price of HK$8.91 per share* 15 15 8,100,655 8,100,655*
201212 A218 21 December 2012, at an exercise
BRI ESRT7.968 L price of HK$7.96 per share* 22 24 3,531,053 3,738,763*
201435260 - 26 March 2014, at an exercise
BITEEER11.68 5L price of HK$11.68 per share* 4 5 249,251 311,564*
41 44 11,880,959 12,150,982
* RIR LR IRRE ST 8l 2 &% - AR ESTE 2 R HE * Pursuant to the terms of the Scheme, adjustments were made to the
A RERNDEE RITEED A D T R20144F exercise price and the number of shares that can be subscribed for
5 A5ek 2 AR VEH FAEK - under the outstanding share options as a result of the Rights Issue of the

Company completed in May 2014.
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42. f#fE 42. RESERVES
WRftR  REER
fEEMRRE REEMHRR EREHRR (&)
GAEE  Premises Investment  ERBE  -REE  Reseefor  Retained
Consolidation ~ Revaluation ~ Revaluation  Exchange General Share-based  Eamings At
Reserve Reserve Reserve Reserve Reserve Compensation (Note) Total
01581 A1H At1 January 2015 (220,986) 238,800 167,962 283,090 700,254 7690 11913989 13,090,799
REARER T ERR Issug of ordinary shares pursuant to
i3 exercise of share options - - - - - (769) - (769)
BER eSS Fair value gains on available-for-sale
ATERG securities recognised in equity - - 50,003 - - - - 59,003
ATERRRDETEHE Fair value gain realised and transferred to
Fibalst S E i income statement upon disposal of
available-for-sale securities - - (16,568) - - - - (16,568)
RAERREESZELHE  Defored income tax on movements in
(Hfit3s) investment revaluation reserve (Nots 38) - - 6,063 - - - - 6,063
REENABNEARE Reserve arising from reclassffcation of
VIEPA:A] premises to investment propertes - 1,393 - - - - - 1,393
BEERRR R Exchange differences arising on translation of
HERZZ the financial statements of foreign entities - - - (209767) - - - (209767)
WRER AR AR Provision for equity-settled
R share-hased compensation - - - - - 1,961 - 1,961
ERmA Proft for the year - g g = = - 2200604 2,200,604
NERERS 2014 fnl dividend - - - - - - A (3644
0155 R ERE 2015 interim dividend - - - - - - (27 (154217)
0155128317 At 31 December 2015 (220,986) 240,193 216,550 73,323 700,254 8,882 13595880 14,614,096
RIBITEEBRAA | 20154 F5F
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42. f@#E @ 42. RESERVES (continued)

WehE  REEN

EERER RAERER ERAM R (i)
BRHEE  GREE  Pemses Investment  EXGE  —%EE  Resevefor  Retained
Share Consolidation ~ Revaluation ~ Revaluation  Exchange General Share-based  Eamings it
Premium Reserve Reserve Reserve Reserve Reserve Compensation (Note) Total
N14E1 1A At 1 January 2014 4,404,692 (220,986) 202,267 (40,409) 391,690 700,254 4311 10,356,871 15,798,750
R14E3 3B AR Transition to no-par regime
FEEEHR on 3 March 2014 (4,404,692) - - - (440469
fTeAReE Exercise of share options - - (435) - (435)
TNER THEIERA Fair value gains on available-for-sale
AT securities recognised in equity - 260490 - - 260490
DFEEERUEERMTE  Fairvalue loss realised and transferred
HEBARENIEEE to income statement upon disposal
RS REYEE of investments in securiies included
LEFRERER inthe loans and receivables category
REBENER which were previously reclassified
from the available-for-sale category - 3,756 - - 3,756
AFEhRRLETHNE Fair value gain realised and transferred
FFRERRELE R to income statement upon disposal
of avallable-for-sale securities - (21,692) - - (21,692)
REEFEREZHZEMR  Defered income tax on movements in
(Ht3) investment revaluation reserve (Note 38) - (34,183) - -4y
REENAENERRE Reserve arising from reclassffication of
VIEVA premises to investment propertes - - - - - 3,533
AZRMERIEaR Exchange differences arising on translation
HERZZ of the financial statements of foreign entities - - - - (108600)
RS AR R AT Provision for equity-settled share-based
M & compensation - - 3754 - 3754
ERaA Profit for the year - - - 2033641 2,033,641
IRES R 2013 final dividend = = - (336,369 (336,369
014545k 2014 interim dividend - - - (140154 (140,154)
UETEE At31 December 2014 - 167,962 760 11913980 13090799
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42. f#E®
it

RHATIRIT BB EMIRITAAEE B A ERHREE
P MERER AN RACRERE - BRZEER
BIRTEEBRITEGIIMATEEERBNZ A
EERE %EERERBAUKETRRFERE
EERBCEPARTESERETEN  LEERE

201512 A31 B + AFERITE 157E 1,528,440,0007 7T
(2014 4F : 1,481,245,0007570) 2 £ RBIEAEE FEE LK
SHELIRE — M iHEE - REERESRSRBANFIEE -

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

42. RESERVES (Continued)

Note:

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 2015, DSB has earmarked a regulatory reserve of
HK$1,528,440,000 (2014: HK$1,481,245,000) first against its consolidated
general reserve; and for any excess amount, the balance is earmarked against
its consolidated retained earnings.
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43. MERERNBLERNE 43. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS
(R) HIRETRERBEEEEZWRRRE (@) Reconciliation of operating profit before gains and

BAIcEBERFRAKETHRERA

losses on certain investments and fixed assets to net

REEHARE cash from operating activities
2015 2014
kg THREREFEE 2 W REER Operating profit before gains and losses
2B on certain investments and fixed assets 1,850,932 1,564,696
EHBIA Net interest income (3,336,688)  (2,990,472)
% S s Dividend income (17,221) (16,654)
EXREREREMEERE Loan impairment losses and other
credit provisions 496,352 472,962
e Depreciation 154,893 139,966
B RE B Amortisation expenses of intangible assets 2,039 3,398
R [ UiE 2 B aH) 5 8 Advances written off net of recoveries (328,741) (439,482)
VAR A 52 19 CARR 1 VB R 2R S I 2 e 48 Provision for equity-settled share-based
compensation 1,961 3,754
BEHFE Interest received 5,124,993 4,936,140
BERFIE Interest paid (1,406,651)  (1,581,648)
BURE Dividend received 191,812 145,841
HEEERAREA 2 EERT Operating profit before changes in
operating assets and liabilities 2,738,681 2,238,501
HEEERBECEY Changes in operating assets and liabilities:
—He RERITOESR IR BHEER - cash and balances with banks and money
318 A 2 im0 J a8 EiTE 3R at call and short notice with an original
maturity beyond three months (1,012,606) (873,074)
—REEBRBAIEA 2 ERITHFR - placements with banks with an original
maturity beyond three months (946,177) (1,605,524)
—REEERSGNES - trading securities (3,534,331) 947,848
—TESRMIA - derivative financial instruments (10,892) (40,191)
—EENATEGEAEEZETAERN - financial assets designated at fair
CREE value through profit or loss (88,163) (73,552)
—-E5EE — trade bills 914,158 (1,458,409)
- BFER - advances to customers (4,395,278)  (7,252,526)
—HEARE - other accounts 727,088 (79,703)
—PRECERRERFIEER 2 BHRE - investments in securities included in
the loans and receivables category - 2,910
— A EES - available-for-sale securities (823,627) 711,974
— R R I HES - held-to-maturity securities 242,272 (863,088)
—BERT—HREGEEE - loan to a jointly controlled entity = 14,620
—RITEN — deposits from banks (21,556) (422,830)
—FEEERSMERE - trading liabilities 673,015 2,235,141
—BKEE® - deposits from customers 8,267,664 12,737,088
—BITIF R - certificates of deposit issued 110,714 (28,645)
—HibAR B RIEE - other accounts and accruals 635 (302,256)
b 5 Exchange adjustments 62,345 49,772
REEEERANERE Cash generated from operating activities 2,903,942 5,938,056
EREBTHEREZHE Interest paid on certificates of deposit issued (83,828) (76,598)
BHEENEH Hong Kong profits tax paid (314,496) (262,604)
BEUBINIR Overseas tax paid (21,177) (27,143)
KETEET AR S F58 Net cash from operating activities 2,484,441 5,571,711
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43. MERERNBLEERMTE @ 43. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

(Z) EHEREZFERAN HENERR (b) For the purposes of the cash flow statement, cash
SHEBERRBEERFTEIEATUT and cash equivalents comprise the following balances
Az ToEes REBEESLLES with maturity of three months or less from the date of
AEMETEREEREREE SEE acquisition, deposits that are readily convertible to known
ZER o amount of cash and which are subject to an insignificant

risk of changes in value.

2015 2014
e MEIRITH AR Cash and balances with banks 1,838,925 2,402,187
JREEA B 72 3 & A sk LA R 2 iR A 2 52 BRTF 3K Money at call and short notice
with an original maturity within
three months 12,969,242 10,751,666
JREEA B 4E 3 1 A 5t IA T 2 FEIRTEV I K Placements with banks with an
original maturity within
three months 2,113,664 886,792
RIEEERENES Trading securities 228,497 2,040,796
17,150,328 16,081,441
R EEE ESRIF R R RER1THY A5 82 344,517,000 7 Included in cash and balances with banks, HK$344,517,000 (2014:
70 (2014 4F ; 327,129,00075T) B/ I8¢ K E[F HK$327,129,000) were balances with central banks for prudential
REE|E | RIE TR RBEE [HE RERTTH purposes and have been excluded from cash and cash equivalents.

fEER | BRI ©

252  RHBITEEERAR | 2015FF5H
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(Expressed in thousands of Hong Kong dollars)

44. LOANS TO DIRECTORS AND ENTITIES CONNECTED
WITH DIRECTORS

Particulars of loans to directors disclosed pursuant to section 17
of the Hong Kong Companies Ordinance (Cap.622G) (Disclosure
of Information about Benefits of Directors) for the year ended
31 December 2015 are shown as below. They are not directly
comparable with the Loans to officers, reported for the year ended
31 December 2014, which were pursuant to section 161B of the
predecessor Hong Kong Companies Ordinance (Cap.32).

2015 2014
M12 A31 Bz B G REEESE Aggregate amount of relevant
transactions outstanding
at 31 December
— B RER - Loans and advances 46 202
FABMR Gz &= MBER Maximum aggregate amount of
relevant transactions during
the year
— B RER - Loans and advances 242 322

R20155 Lt 2 FRE AR 5 H — RN B AR
7] WEBARRRE

The above relevant transactions in 2015 were all transacted by a
subsidiary and nil by the Company.
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45. BERAEALTZRS

BEREALRZEALARNERIEEESS
—71 0 HEE - SEELRVBREERKTHT

EERTES - WEHEMTRALZEHKRZES
FHAEATER  REALTFRE/SEEEA
4.

720154 [ 2014 4F - $EEEE%LA1 e
REEBZERAR - BEMBAR - ZRARZ
k%%ﬁ%ﬁ%&ﬁ%%ﬂ%ﬂﬁiﬁ%@ﬁz
NEETZERBERER S - NABEIERTT
EEERMASEB VB REARN  EHZEN
THF(R)BARBRBEEBEZR Hi#ETT
%Eo%%%%@ﬁﬁﬁﬁ&ﬂﬁﬁﬁﬁﬁzm
W RAEEDHESBEZRZTIREAEEZ
E%¥%~ﬁ%mm~—&ﬁ¥ﬂa&uu b
AFBEBRMEEARQNRIRREE R SEST

HAEMEBEALTZERARSWT !

() BERAFAKERMBLATNNRS

RRAFRAEEEE M B A BNF R EZERA
MRAZHBARRITZHERERS (EERE
BRHES LR EHRRIE14A.31 )
WEIREE T ZWARSE - 25X 5288
REBBHT B IRIE LR A F 14A.535 2 14A.54
B ERARNAKEZFEER -

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

45. RELATED-PARTY TRANSACTIONS

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 2015 and 2014, the Group entered into various continuing
connected transactions with related parties including the holding
company, fellow subsidiaries of the Group, companies directly or
indirectly controlled or significantly influenced by the shareholders
or directors of the holding company. These, as described in Note
(@) 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 the holding company and fellow
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.31 of the Rules Governing the Listing of Securities on the SEHK
(the “Listing Rules”)) entered into with the holding company and
fellow 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.53 and 14A.54 of the
Listing Rules.
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45. BEEREALTZRE @)
() HERARARRZMBARNRS (&)

REFEMERRBEARBRT  RPIFERTT
kE—SENBRARHEREFGRAR(HE))
RHZBARZTH 2T -
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(Expressed in thousands of Hong Kong dollars)

45.
(a)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Income or expense arising from transactions involving subsidiaries,

namely DSB, BCM and another subsidiary of the Group, Vanishing

Border Investment Services Limited (“VB”) are as follows:

2015 2014
BEAFLE (FE () Interest paid (Note (i)) (12,708) (11,701)
BUWERITFEE (5 (i) Bank charges received (Note (i)) 8,766 7,983
BEliEe REFAAEERE KRS Rentals and related building
(&% (i) management fee and charges
received (Note (ii)) 19,339 19,661
ENHeREFAAEERE KRS Rentals and related building
(& (iii)) management fee and
charges paid (Note (jii)) (9,666) (9,814)
BRERE (FE(iv) Management fees received (Note (iv)) 17,682 16,188
BlRBRAE RENE (FF(v) Insurance commission and
referral fees received (Note (v)) 133,376 115,025
B REARE (FE (Vi) Insurance premiums paid (Note (vi)) (19,258) (16,909)

() AEEARHSREBEETARRKZRITRYE

RFTIRIT RA KB EAAK B A B AIERR A B R IE
REEME A B ZRARKE A B (il [ Ko
SE D REEARTIRE - BEXEEE - 88
#ik  XERRTERES - FERREPRIE
BEERRRREES -

ERXERE APEKR XEREFRERPZR
1TIR% » THRPRIRER P MM R ARE T A
SEEGEPZHARTARET AN ERER -
ERREPREREEERRLHNRBERS
EEWY BIEmHIRERE - ERREPRIEL
REMSEGWEEEFD - HERTTAASHEAE
HTAKLE - AERE R EREE B 2(ER
REH  REREMFER - JBEA—THETH
D6 EAEEBA T AR - A ZEFRITIR
B E M E — RN SRR E T F R - Bk -
REE EA S RSB R Z RT 28 - ThiR3EE
EF LR o

Note:

@)

Banking arrangements provided by the Group for companies within the
DSFH Group

DSB and other members of the Group provide standard banking services
to members of the holding company and fellow subsidiaries not being
subsidiaries of the Group (collectively the “DSFH Group”) including
cheque clearing, autopay, cheque and deposit bank accounts, credit
card merchant facilities, co-branded credit cards and investment
dealing.

The banking services in respect of cheque clearing, autopay, cheque
and deposit accounts are provided to the DSFH Group in the same way
as they are provided to other customers of the Group 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 the Group and
the DSFH Group 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 the Group and the DSFH
Group are not for a fixed term.
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45. BEEREALTZRE @)
() HERARARRZMBARNRS (&)

it ()

(i)

(if)

AEERRHEBERE T ARRRZRITREE
(&)

BARR ZRITHBARARHERMERETA
AREZRITIRY - RAKEREMBEPRHEZ
—RIBITIRTS R 2Bl - BIRRIET X GRFE
17 - ARBRAT B EBERHZFRITRSE -
LAKE N R Z FIRIT IR IEE M AREL — B
ZEBHA -

AEEZRITHE A BN —RRIE R EBRED
MEEPREBERTRBELER - ZFRE
RERBERATR(BETEHFERBAT
) RAKEZRITHBRRFERERZEP
BEATEREBKERR - gt EWRAME -
R BEEKE R RFRERER ETRASE
1AABEFTAREZ FFERER S

EEHRATeREERBERATFRRAEEZ
RITHB A R 2 TR IDIRTIBKFET S - WA
BIRE T B FE =5 2 EFAEE R MERNZ SR
A2 ERFREEGR - BXERZSHIEEBUAR
SEEEEER - BERN - ZEHERERS
FER BB ETHARBIE14A.90(6 2 Bk - WER
B AR ZHRTE e

RIRBIRTES - RFRIBRIE - RITAST IR
REBFAFTIRTT - BB FORPIR RT3
HE

RFTIRTT  RPIHERTRBECHEHEETEE
METAFEREBZKB AT @ BNAFIRER
BARRR (TRHRBRTE ) - RRRARES
RAT (T RFREBRIZ]) - KITASRBRERA
A(TR#AF])  RPIRBREODER A (R
RER ) RAFRITIEE R R ZER & o RFRIT
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(Expressed in thousands of Hong Kong dollars)

45.

(a)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(0]

(ii)

Banking arrangements provided by the Group for companies within the
DSFH Group (Continued)

The banking services provided by the Company’s banking subsidiaries
to the companies within the DSFH Group are banking services and
arrangements normally provided by the Group to its other customers
and are conducted on normal commercial terms. The provision of such
banking services by the Group to the DSFH Group enables the Group
to earn reasonable income consistent with the nature and types of the
banking services.

The banking subsidiaries of the Group 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 the Group include members of the DSFH Group.
For purposes of the Listing Rules, the placing of deposits provided
by members of the DSFH Group constitute continuing connected
transactions within the meaning of Chapter 14A of the Listing Rules.

The Directors confirm that the deposits placed by members of the DSFH
Group at the banking subsidiaries of the Group 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 the Group 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.90 of the Listing Rules.

Lease of properties between DSIS, DSIA, DSLA and MIC and DSB, VB
and BCM

DSB, BCM and VB have leased certain of their owned properties to
members of the DSFH Group, namely Dah Sing Insurance Services
Limited (“DSIS”), Dah Sing Insurance Agency Limited (“DSIA”), Dah Sing
Life Assurance Company Limited (“DSLA”), Macau Insurance Company
Limited (“MIC”) and DSB 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 that have been entered into.
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45. BEEREALTZRE @) 45.
(R) BERATRERKBLATNRS @ (a)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

= (&) Note: (Continued)
@iy  ARIRERREE - RARBRAIE - RTASZRIEP (i)  Lease of properties between DSIS, DSIA, DSLA and MIC and DSB, VB
RBFAFRIT - B RRPIERITRZ 3 and BCM (Continued)
HE (&)
=3k
(TEEERER
AHZHEA
Monthly rent (exclusive
X% A4 AIRE HERR HEZMF of management fees

Transaction date

Contracting parties

Term of lease

Property subject to lease

and utility charges)

2013F 128308  AMBTETANRRERS  2014F1R1BZE BELAREESI0RBEARE181E2E  THAEBERE HK$621,600
30 December 2013 DSB leased to DSIS 201612 A31H £15540 AR
1 January 2014 to The whole of the 18/F, Island Place Tower, 510 King’s
31 December 2016 Road, North Point, Hong Kong with a lettable floor area
of 15,540 square feet
2013412 A30H RARTRTFANRRRE  2014F1 81682 BEAE20ZHHEE - AT HAEEEER6,402 TR HK$268,884
30 December 2013 DSB leased to DSIS 201612 A31H A portion of the 20/F., Island Place Tower with a lettable
1 January 2014 to floor area of 6,402 square feet
31 December 2016
2013F12A308  AHFBIETAHRRRE  2014F1F1BZE BEAE0EHHAE - AIHAEERER2623 THAR HK$102,297
30 December 2013 DSB leased to DSIA 201612 A31 8 A portion of the 20/F., Island Place Tower with a lettable
1 January 2014 to floor area of 2,623 square feet
31 December 2016
2013128308  HEBETAMAS 2014F1R1H% RERIIFIBEER L1504 ZHHEE - LEEEREAE132 HK$11,756
30 December 2013 VB leased to DSLA 2016 F 12 A31H FrkK
1 January 2014 to A portion of Room 1504 of Shenzhen Development Centre,
31 December 2016 Shenzhen, People’s Republic of China, with a gross floor
area of 132 square metres
2013128308  RMEFROETRMRR  2014F1A1EE RFPRPIEERTARI0ER11ELE - AIHAREERER MOP147,000
30 December 2013 ~ BCM leased to MIC 2016 F 12 A31H 924 F 15K
1 January 2014 to The whole of the 10/F. and 11/F., BCM Building, Macau
31 December 2016 with a total lettable floor area of 924 square metres
2013128308  AMBIATAHRRERY  2014F1A1EE BEAE19EEHERE - AIHEEEARR6558 FAR(E HK$249,204
30 December 2013 DSB leased to DSIS 201612 A31H 201456 A1HE  mPES5207FHRKRE2015F10A (5201456 A1 0%

1 January 2014 to
31 December 2016

20HE  E—HRPE35605FHR)

A portion of the 19/F., Island Place Tower with a lettable
floor area of 6,558 square feet (reduced to 5,297 square
feet with effect from 1 June 2014 and further reduced to
3,505 square feet with effect from 20 October 2015)

% HK$201,286 K &
201510 20 B -
—F R EHK$133,190)
(reduced to HK$ 201,286
with effect from 1

June 2014 and further
reduced to HK$133,190
with effect from 20
October 2015)
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(CABEEFThz5I7R)

45. BRAEALTZR S )

() BERARKERKNBEL

AR S @)

it ()

(i)

(iv)

RERITHE W T R ABEME RAFRIT
18 High Standard 78 FB 413

MARER2013F12 A0A 2 BEHE © K
aﬁﬁi&néﬁiﬁ%ﬁ/\mA I B - BB R
RITABEABBEFRFEI825 BN EH
TAAS RiEA RS D EE (FTHAEEEREA
2,340 FH R) TRHIRIT - HEHHRHIF
2013412 A28 HZE2016F 12 A27 A 1L -
H AT £ /630,000 TEEEEER BT
Zi - BERTEAR - KRITEZMERER
ﬁﬁﬁ%%

AR A R2013F 12 A0 2 @ EHE - K
%ﬁﬁiﬁéﬂ High Standard Investment Limited
([High Standard]) ZzIH &3 © BRI -
AFTRTTH High Standard AR EBIL BHEEE
S105EBEAE N7 2 — B ERM RSP - A
HAEEERENE4581F R A=F " H
20141 A1 H#EZE2016F12 A31 HIE A
174,078 7T - TEEEEE  BF=MW - &

B & R B 2 B R TR s

M2013F12 A30H * KRFRIT(REWBEAF]
BIERPIRSEIRTT) EBAF ATV B RAITER
BRi% % - RS HEZBEFHA=F - 52014
F1 A1 BRRER 22016 F 12 A31 B L -

RIRIRA IR W8 T RIS s+ RFTSRITE
RERAHEBEEKE A RREETEMNRT
BURTS - ZERBEERIE THIFA

. EIRT - BREBIEBEE - I REHEH
B AR Btk KRERKA
HWETR

. T szi R - AR &
B RBRER  RETERMELE K

. A& Bl SR B EARME T B T et iRTE
(%eim [ZERIE ) »

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

45.

(a)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(i)

(iv)

Leaseback of property by DSB from DSLA and lease of property by DSB
from HS

As disclosed in the Company’s announcement dated 30 December
2013, a lease back agreement was entered into by DSB with DSLA on
28 December 2013 pursuant to which DSB 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$630,000 exclusive of
management fees, government rates, electricity service charges and
air-conditioning charges for a term of three years commencing on 28
December 2013 and ending on 27 December 2016. The Premises have
been used by DSB as bank branch premises.

As disclosed in the Company’s announcement dated 30 December
2013, a lease agreement was entered into by DSB with High Standard
Investment Limited (“HS”) on 30 December 2013 pursuant to which
DSB has leased from HS a portion of the 17th Floor of Island Place
Tower, Island Place, 510 King’s Road, North Point, Hong Kong as its
office premises with a lettable floor area of approximately 4,581 square
feet at a monthly rent of HK$174,078 exclusive of management fees,
government rates, electricity service charges and air-conditioning
charges for a term of three years commencing on 1 January 2014 and
ending on 31 December 2016.

Computer and Administrative Services Agreement with DSFH

On 30 December 2013, DSB (and its subsidiaries including BCM) entered
into a computer and administrative services agreement with DSFH. The
Services Agreement was for a fixed term of three years with effect from
1 January 2014 and ending on 31 December 2016.

Pursuant to the services agreements, DSB has agreed to provide
members of the DSFH Group with certain computer and administrative
services. These services principally consist of the following:

o computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

o administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

o secondment of, and provision of services by, staff to the DSFH
Group (collectively, the “Services”).
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45. BREALTZRE @) 45. RELATED-PARTY TRANSACTIONS (Continued)

() HERARREBZREATNRS (@) (@) Transactions with the holding company and fellow
subsidiaries (Continued)

= (&) Note: (Continued)

(ivy EBEXFerEEZEMETRRE R (8) (ivy Computer and Administrative Services Agreement with DSFH

(Continued)

REANIBITBAEARBIKAELE - FIBARG 2 With the stronger pool of resources and functional expertise of DSB
BREAZRRNGEEZEMNZ AT HEEE which historically has been operating to provide administrative and
TEMARREITHRERKRS - R EELER computer services to other companies within the DSFH Group on a cost-
AFEmEFREZSERS IR ATESaER recovery basis, the provision of the Services to the DSFH Group at a
U [ 7N £ B AR 1 5% 5 AR A AR BT EE A2 Z AR AN fee enables the Group to continue to expand its scale and operational
th AR EE [ R EE T E RS RS ENEE o capabilities while costs incurred by the Group in providing the Services

are recovered from the DSFH Group.

(v) D8 R AIE R N H b R E N RS (V) Distribution and Agency Agreements and other business referral
services
(F) BEXHRRIR - RFRERRE - RPIR (@)  Distribution and Agency Agreements with DSIS, DSIA, MIC and

b BORFIANTREI 2 7 8 R MLIC
2013412 A30 B « RIRBRARTS KA On 30 December 2013, DSIS and DSIA entered into distribution
R AE DRI K FERITE] S 7 8 agreements and underlying agency agreements with DSB for the
HEABNRE R BERFERTZOTH marketing and distribution of life and general insurance products
BHERDEASE —RRBRER @ BE through DSB’s branch networks for a fixed term of three years
FHAE=F  52014F1 A1HRBEMR - with effect from 1 January 2014. On the same day, MIC and
REA - RFRER RRPIASREBRDE Macau Life Insurance Company Limited (“MLIC”) entered into
RAR(DRFIAS ] BRI ERITEI L distribution agreements and underlying agency agreements
D EARRIE R BERMEE with BCM for the marketing and distribution of life and general
SRITZ DITRSHERE R D HAS N —RIR insurance products through BCM’s branch network for a fixed
Em - BEFHR=F " BH2014F1A7 term of three years with effect from 1 January 2014.
1 EHRBAER °
RIBRFTRBR RS EL A FTERITRI S 2 75 88 Pursuant to the distribution agreements entered into by DSIS
e ([ KFTRER RIS 2 S e ) - RFR with DSB (the “DSIS Distribution Agreements”), DSB markets and
THEEBEEBESITREMD SHALR R EH distributes such life assurance products as agreed between the
BAT  RENESTEZIHEARTE parties from time to time for the DSFH Group through its branch
REEHEERDHASRBER ° and other distribution networks and its subsidiaries.
BRI RE RIS D s - RHiRTTE Pursuant to the DSIS Distribution Agreements, DSB has
RIRBIRIEE IEHE ASRB LK IE entered into an agency agreement with DSIS (the “DSIS Agency
e ([ AFTRB RSB ) - BEGT Agreements”) in respect of the sale of life assurance policies
NEFIEE 2 S RIE o BIBAHIR in return for commission payments as agreed between the
R AR A IR 17753 2 IR KFTIRFR ARFE 3L parties from time to time. Under the terms of the DSIS Agency
ZEANSRBRERAATRITEN 2AS Agreements, the commission payable by DSIS to DSB in respect
REFREREN T 1% £50% 2 FH KA of such life assurance products shall vary, depending on the
RFERBRIME - 5 nE TFEIMREBRIK product type, between 1% and 50% of the first year’s premium
BT EBBERIRE Z 24% ° received, plus up to 24% of the renewal premiums in respect of

certain policies.
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45. EREATZRE @) 45. RELATED-PARTY TRANSACTIONS (continued)

() HERARREBZREATNRS (@) (@) Transactions with the holding company and fellow
subsidiaries (Continued)

= (&) Note: (Continued)

(v) DiE R IR R At EREEN RS (8) (V) Distribution and Agency Agreements and other business referral services

(Continued)

() BEXHERRRE - AFRBMAIE - JRFYE (a) Distribution and Agency Agreements with DSIS, DSIA, MIC and
% ORPIAZRRT N 2 7 3H R IR ek () MLIC (Continued)
$E<}Fj(*ﬁ1%ﬁ RIBERFTIBITEI L Z 7 8 Pursuant to the distribution agreements entered into by DSIA
# ([ RIRBRRIES EHHE]) - AFR with DSB (the “DSIA Distribution Agreements”), DSB markets and
ﬁﬂ%@ﬁﬂ%ﬁi\ DT REM D HEBES - BET distributes such general insurance and life assurance products as
NEFIE 2 HEASATEREREER agreed between the parties from time to time for the DSFH Group
DEH—RIREB R ASRBER ° through its branch and other distribution networks.
BIEAFRBRIED T - AFHRITHE Pursuant to the DSIA Distribution Agreements, DSB has
RFRBRIEERHEES T —REREA entered into an agency agreement with DSIA (the “DSIA Agency
SRBEMI AR ERZE ([ KRR ARIE Agreements”) in respect of the sale of certain general insurance
RIBHaE ) BMEGTAE S T E 2 and life assurance products in return for commission payments,
& %KIE o IRBAFHRBARERE W ZIF as agreed between the parties from time to time. Under the terms
» RETRBRARIZZAR T 5IRERE SRR of the DSIA Agency Agreements, the commission payable by
*ﬁiﬂﬁiﬁﬁﬁ : DSIA to DSB in respect of:
1) —BREBRERAFMRERERRE (1)  general insurance products shall vary, depending on
BFEWEREN T 1% E30% 2 [E the product type, between 1% and 30% of each year’s
RERTERENmE i & premium received in respect of a new or renewal policy;
and
2 AERBRERAEBFURERREN T (2) life assurance products shall vary, depending on the
1% E50% 2 6 R ZBR T EmiER| product type, between 1% and 50% of the first year’s
e - SnE T RIRERBER T 8 premium received, plus up to 24% of the renewal premiums
BERREZ224% © in respect of certain policies.
$E<}F,$F‘ﬂ)\—7—éﬁi,$ﬁ?ﬁ¥§iﬁﬂ42 > $H Pursuant to the distribution agreement entered into by MLIC with
& (DRPIAED R - RFIEER BCM (the “MLIC Distribution Agreement”), BCM markets and
ﬁﬂ%%‘ﬁﬂ%ﬁi\ DITREM D HBES - BET distributes such life assurance products as agreed between the
W E TN 2 E AR ASHRE N parties from time to time for MLIC through its branch and other
AERBEmR ° distribution network.
RIBRFASHiERE R ERITHE Pursuant to the MLIC Distribution Agreement, BCM has entered
BPIASEMIHE ASRBRETT IR R into an agency agreement with MLIC (the “MLIC Agency
ZH(DBRPIASKEWRZ])  BEGINE S Agreement”) in respect of the sale of life assurance policies
TEMEZBERIE - R ASHKIE in return for commission payments as agreed between the
& BPIASRZEASTRRE SRR parties from time to time. Under the terms of the MLIC Agency
MEERTEMNZAESAEFREREN Agreement, the commission payable by MLIC to BCM in respect
F13.5% £ 35% 2 i R BR T E BB of such life assurance products varies, depending on the product
TE ° type, between 13.5% and 35% of the first year’s premium
received.
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(Expressed in thousands of Hong Kong dollars)

45. RELATED-PARTY TRANSACTIONS (continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(@)

Distribution and Agency Agreements with DSIS, DSIA, MIC and
MLIC (Continued)

Pursuant to the distribution agreement entered into by MIC with
BCM (the “MIC Distribution Agreement”), BCM markets and
distributes such general insurance products of MIC as are agreed
between the parties from time to time through its branch and other
distribution network.

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 DSB, 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.

Each of the Distribution Agreements is on a mutually non-exclusive
basis and is for a three-year fixed term with effect from 1 January
2014. Each of the DSIS, DSIA, MLIC and MIC Agency Agreements
(collectively the “Agency Agreements”) is on a mutually non-
exclusive basis for a three-year fixed term with effect from 1
January 2014, save that the provisions relating to the payment of
outstanding renewal premiums shall remain in force until payment
is received in full.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
45. EREATZRE @) 45. RELATED-PARTY TRANSACTIONS (continued)
() HERARRBZEATNRS (@) (@) Transactions with the holding company and fellow
subsidiaries (Continued)
= (&) Note: (Continued)
(v) D RRIER R HE M EEEN RS (8) (V) Distribution and Agency Agreements and other business referral services
(Continued)
() BEAHRBRE - AHRBRAIE RPIR (@)  Distribution and Agency Agreements with DSIS, DSIA, MIC and
% NORPIAZRRT N 2 7 H R IR ek () MLIC (Continued)
ity R REWwZ (BEZIE D RS The distribution and agency arrangements described above,
FREBZAMHIIZHESRE)ETE including the commission rates set out in the various sets of
78 RORFITISIR1T RIRMR A RIE 2 —MRIE Distribution Agreements and Agency Agreements, are consistent
EEHE MR AAREBRITHEARETE with normal arrangements between banks and insurance
TR RIS = G M ARTS » BB KFEIT IR companies in the Hong Kong and Macau markets, and will provide
PIRIRIRTTZ BT R IT REM D HBE D the Group with insurance products and services to be offered
SR RB R 2 (R E R IAMREU R #T £ R & to the customers of the banking subsidiaries of the Group. The
BX 2 AW ABEREBRHUKA  HA distribution of different types of insurance products through the
EEHFF - respective bank branches and other distribution networks of DSB

and BCM in return for a commission income to be paid by the
DSFH Group will also produce fee income which will be of benefit
to the Group.

(Z) EBENRS (b)  Business referral services
2013412 A30 8 ' ARAFIEAFEH On 30 December 2013, the Company entered into a cooperation
SN AEE Bl RIEARES B agreement with DSFH pursuant to which and as part of their
BT —MRREESEBH—r AR respective usual and normal course of business currently
KEARI A EENEBESEH —RIE (D conducted, members of the Group may refer to members of
B)TERAHNESRERKE AREN KA DSFH Group business opportunities for life and general insurance
e REBK S AR FIERERAS N KRR policies to be underwritten by any member(s) of DSFH Group,
B2 EEHE o NEB(ERKE R RIILE either directly or via their sole agents, if any, from time to time.
EERBRAAT R EBERKE A RE There is no commitment on any member of the Group to refer to
NZERHZEAHRSITRHE k5 member(s) of DSFH Group such transactions of any minimum or
S o AERBBERE BT I B maximum number and/or amount. The cooperation agreement
BEEFHEA=F  B2014F1 818 is on a mutually non-exclusive basis and is for a three-year fixed
BER - WERSHEEENRS 124 term with effect from 1 January 2014. Where concluded between
S SRR ) PR TS 2 AR R R i A L B R the relevant parties, the terms and conditions for the provision of
L AEREZmHE o such business referral services shall be, if required, reduced into

individual written agreement(s).

BEEERZ BRI ERKRAEE Pursuant to the cooperation agreement, the fee income actually

MR— PR EIGR MBS EFR DA TLE received shall either on normal commercial terms or, if there are

B S NHER DB R - BJE not sufficient comparable transactions to judge whether they are

RYAREBEEBEKE QARME NERKE normal commercial terms, on terms no less favourable to relevant

SNE=FFRESZIER BRRAREAR member(s) of the Group than terms available from independent

HRAEZES T o third parties. The fee income is payable by cheque(s) monthly in
arrears.
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45.

(@)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI (1976), DSLA, MIC and MLIC

The insurance policies underwritten by Dah Sing Insurance Company
(1976) Limited (“DSI (1976)”) and MIC in the name, and for the benefit,
of DSB and other members of the 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 the Group are subject to renewal annually.

The master policies between DSLA and DSB in relation to the provision
of insurance cover for their respective customers are for a fixed term of
three years with effect from 1 January 2014.

DSI (1976) underwrites general insurance policies in the name, and for
the benefit, of DSB and other members of the 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 employees of DSB
and other members of the 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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(CABEEFThz5I7R)

45. BEEREALTZRE @)
(R) BERATRERKBLATNRS @

it ()

(vi)

RFTRER (1976) ~ RFTAT  BPIRER FORFIA
SRt R RS (B)

ZEREDRMAKBREER  £ARBAET
BB B (R ER T SORPIRI 26 8R 1T ) TR (K
AEEEE  XBREEMRERRZEREE
RE R/ IRAEBRFREEINRT - o
BEERR/ARFRER(1976) - AFTAST - RPIRER
MBRFIASZREBRREIEAR - M EAFRE
(1976) - RITAF  RFIRIRKBFIAFT D 52
o WE TR AT TS A E MR A F 2 B

M2013F 12 A30H  RARIEAFEFEI L —
BAEERZ - Bt RFemEEKBARMA
FERIT R AN B 2 E Atk B R AR R AR TS ©
ZATEHZER 201451 A1 B E2016 512 A
S1BL(REERMA)EK  BEFHA=F -

(Expressed in thousands of Hong Kong dollars)

45.

(@)

RELATED-PARTY TRANSACTIONS (continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI (1976), DSLA, MIC and MLIC
(Continued)

The insurance policies are procured by the Group to enable certain of
the Company’s subsidiaries, namely DSB and BCM, to comply with
relevant regulatory requirements in reducing the risks to the Group’s
assets, businesses and operations and/or to provide additional services
to the Group’s customers. In addition, the Directors consider that the
insurance services by DSI (1976), DSLA, MIC and MLIC are effective
and the fees proposed by DSI (1976), DSLA, MIC and MLIC respectively
are comparable to those offered by other insurance companies in the
market.

On 30 December 2013, the Company entered into a cooperation
agreement with DSFH pursuant to which members of the DSFH Group
would provide insurance services to DSB and other members of the
Group. The cooperation agreement was for a fixed term of three years
with effect from 1 January 2014 and ending on 31 December 2016 (both
days inclusive).

() EEEEAE (b) Key management personnel
() HEFERTZEBASZEAXZLK ()  Material transactions and balances with directors and key
AEER management personnel
REBRAEBEFEEEAE  HEHEK The Group provides credit facilities to, and takes deposits from
M SR BAMEFIN S EREEERE the Group’s key management personnel, their close family
KRB - BE12 A31 HILFE @ K& members and entities controlled by them. For the year ended 31
BZEBRIT ¢ December, the following balances were outstanding:
2015 2014
BEREBR Loans and advances 80 2,922
TR Deposits 202,029 281,380
REUA 2 BEFREE Undrawn commitments 3,695 3,329
ER Guarantee 1,095 545
FRNEFRBRZ =B 5E Maximum aggregate amount of loans
and advances during the year 2,718 8,788

(i) ZEEANRH 2

AR TEZEEABLHTES - HRM
ERREREFRMFEIS -

AFRITEEERRTF] | 20154540

(i)  Remuneration of key management personnel

Key management personnel of the Company are executive
directors and their remunerations are included under Note 13.
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(CABEEFThz5I7R)

45. BEEREALTZRE @)

() EREQLARAFAEHNERZIRER
233

FR AEBEWRIBHBEERREERAT
158,071,000 7% JT. (2014 £ : 129,187,000) A% £ U
A o TR AEERS—HEEH ERRE ETE
RARZIFER - MER 2015512 A 31 BiFEEL
/56,293,000,5 7T (2014 4 i 26,995,000/ 7T) °

46. LARHHER RIS

AEBEBA R R Z B E ([ KFIRITRE
D REERARAHEHERFR AR ZR
Rt 8l ([ R#T 2Bt 8l 1) R IARR 1 A ERER
KM TEHEERBRITRAS - BAES 2 AR
D RER R 2 AE2FRHIFES

() RFRITEEE

RNARMRER 201445 A 27 HRITHA A RIIRE
B R MBI ER N R T B ([ RFERTT
SEFEE]) - WE B RIFF AL E AR A A1 2004 F
6 A 12 BE M RIRRETEI ([ R IRIT RSB &5t
2l]) o RIIRITEBEEFTBIRIER - TEEUET
I — PR D E(RAREE - EAFIRIT SRR EST
EIZ G AT ARATEREBRIERTEE T
BEREIERNRITEZ2HBRABRENS - DAS
TR RIEA °

BARMRITEEEE - ARARRXTEMERR
ETEEREERBE - EPHERAAFARRA
BEERBRETER  RIEERREZAEEE
NBREXN  BRAZEEHEREREHBRND - A
RAFTE AR S IERIR 2012 F AR
THIRRE - N 2012F R HIZAIR T 2 RIHE
ARBITEBITHIRG - A EALE -

(Expressed in thousands of Hong Kong dollars)

45. RELATED-PARTY TRANSACTIONS (continued)

(c) Transactions and balances with associate and jointly
controlled entity

During the year, the Group received from BOCQ, an associate, dividend
income of HK$158,071,000 (2014: HK$129,187,000). During the year, the
Group received deposits from Bank Consortium Trust Company Limited,
a jointly controlled entity and the balance of deposit as at 31 December
2015 was HK$56,293,000 (2014: HK$26,995,000).

46. SHARE-BASED COMPENSATION PLANS

Share-based compensation, pursuant to the Company’s Share Option
Schemes (the “DSBG Schemes”) and the Share Option Schemes of
its holding company, Dah Sing Financial Holdings Limited (the “DSFH
Schemes”), is available to directors and senior executives of the
Group. Details of the share-based compensation paid to directors are
disclosed in Note 13.

(@) DSBG Schemes

The shareholders of the Company approved the adoption of a
new share option scheme (the “New DSBG Scheme”) and, at the
same time, the termination of the Share Option Scheme adopted
by the Company on 12 June 2004 (the “Old DSBG Scheme”) at the
annual general meeting of the Company held on 27 May 2014. No
further options can be offered under the Old DSBG Scheme after its
termination but the provisions of the Old DSBG Scheme remain in
full force and effect to the extent necessary to give effect to allow
grantees to exercise share options granted prior to the termination
of the Old DSBG Scheme but not yet exercised at the time of
termination.

Under the Old DSBG Scheme, the Company issued 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 the intention to adopt cash
settlement practice in respect of the share options granted prior
to year 2012. For share option issued in 2012 and afterwards, the
Company has the intention to settle its obligations by issuing new
shares.
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

46. LAR{D R ET R 8
() RFBITEEE (20

ZERBIETIRAF BT EEENERZ T K&
BEFRT - SN RREZITEETIHIIRS R
MEEERRAQAZEGUNBERNEBR
S AT EMRBIZE 17.0309) KAEE T + HETMER LA
TR 2 EREFERE « (\ANRAIRGOERT B
RBEBRZMEE 2 WTE 5 K (i) AR RRMHIE
EERTHEASESEAREBRGMEEZF
HUTE - 201443 A3 A R Fl{5EHI(622F)
ERFIR T ZRIRE - BEBMHRRIEZITERE
KB EEAQN R RAR RN BT ZHEE -
ZRREZTER TR ER T AR E1 256
ArA -

(2) R EmetE

AL RN 2005F 4 A28 H R4 2 BRI E
(TRFemETE])ER2015F 4 A28 HgEm °
M20154F5 A27 B » K¥Te BiAR R BB HEE AN
RIS E ([ R mEetal]) - RFemeE
FTEIRIEE - TREBIAEE —IREERNRR
RS REFE 2 B AT EABEAITE
A B4R IE AT E B BRI RTTE 2 280
RRHEMS - DEE TR RER -

BAHcRETS  AFERETEMNBARS
TEFNEBREE - ETIERKAFFAFTEEA
BRERBETER  RIEERREZANEEBE
RBEXN  BRAZEFHEEREHNBND - X
MR BRI S T E I N T B A 1t 18
RIECEITRIE -

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

46. SHARE-BASED COMPENSATION PLANS (continued)
(@) DSBG Schemes (Continued)

The share options were granted in accordance with the terms
and conditions of the Old DSBG Scheme. The exercise price per
option share was 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 SEHK and was 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; and (ii) the average
closing price of the Company’s shares traded on the SEHK for the five
business days immediately preceding the date of grant. For options
granted before the commencement of the Companies Ordinance
(Cap. 622) on 3 March 2014, the nominal value of the Company’s
shares of HK$1 each in the capital of the Company had been taken
into account in determining the exercise price per option share. The
exercise period is between the first and sixth anniversaries from the
date of grant.

(b) DSFH Schemes

The share option scheme of DSFH adopted on 28 April 2005 (the “Old
DSFH Scheme”) had expired on 28 April 2015. On 27 May 2015, the
shareholders of DSFH approved the adoption of a new share option
scheme (the “New DSFH Scheme”). No further share options can
be offered under the Old DSFH Scheme after its expiration but the
provisions of the Old DSFH Scheme remain in full force and effect to
the extent necessary to give effect to allow the grantees to exercise
share options granted prior to the expiration of the Old DSFH Scheme
but not yet exercised at the time of expiration.

Under the Old DSFH Scheme, DSFH issued to certain directors
and employees of its subsidiaries share options on terms that allow
DSFH 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. DSFH
has adopted the cash settlement practice and intends to continue this
practice in respect of the existing share options issued.
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(CABEEFThz5I7R)

46. DR AEBEHRMEE @)
(Z) XFEmatE @

2 BRI TR AT & BB R BN 2 R R AR
T o B RREZITEERIER RFTME
EEREAFERESSUTNBERNESERS
Fr EMRBIZE17.03Q) FHET - B TERAT
2IHAZEEEEEE  (\AFemBRHERT
BREBRXSMEE 2 WME : K (i) KT RAR
MEZERTHEASEEXEBRNEBRSMEE
ZFHURTE » 7220144 3 A 3 B A REHI (622
B)ERAR T 2RRE  BESHRREZT
FEEREZREAFTEMBRAPERERO 2B T2
H1H o ZRREZITER TN ER T B RS
1E5%6AmA °

BAFBITEEEABR T 2RRE

(Expressed in thousands of Hong Kong dollars)

46. SHARE-BASED COMPENSATION PLANS (continued)
(b) DSFH Schemes (Continued)

The share options were granted in accordance with the terms
and conditions of the Old DSFH Scheme. The exercise price per
option share was concluded by the Nomination and Remuneration
Committee on behalf of the Board of DSFH 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 was determined
as no less than the highest of (i) the closing price of DSFH’s shares
traded on the SEHK on the date of grant; and (ii) the average closing
price of DSFH’s shares traded on the SEHK for the five business
days immediately preceding the date of grant. For options granted
before the commencement of the Companies Ordinance (Cap. 622)
on 3 March 2014, the nominal value of DSFH shares of HK$2 each in
the capital of DSFH had been taken into account in determining the
exercise price per option share. The exercise period is between the
first and sixth anniversaries from the date of grant.

Share options granted under the Old DSBG Scheme:

il £l BFFH T8 BRTEEGERT) ()
Date of grant Type Vesting period Exercise period Exercise price per share (HK$) Note (i)
201112 A12H ek SN 2011 E12A12AZ 2012F12 A 12HE

201612 4128 2017124126
12/12/2011 Cash-settled 12/12/2011-12/12/2016 12/12/2012-12/12/2017 8.91

201212 A 21 H AR S 1+

2012F12 21 HZ
20174612 A21H

2013F12 421 HZE
2018512 A21H

21/12/2012 Equity-settled 21/12/2012-21/12/2017 21/12/2013-21/12/2018 7.96
20143 A26 H ARSI S 1+ 20143 A26HZ 20153 A26 HZ

201943 A 26 H 20203 A 26 B
26/03/2014 Equity-settled 26/03/2014-26/03/2019 26/03/2015-26/03/2020 11.68

RIBITEBF T ERMWBLE2015F12 5
318 WEERRRERBE R IRITERFTE
B o

No share options had been granted under the New DSBG Scheme
from the date of its adoption to 31 December 2015.
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(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)

46. DR ESERHRETE @) 46. SHARE-BASED COMPENSATION PLANS (continued)

BAHESRESEE T 2RAKRE Share options granted under the Old DSFH Scheme:

il &l BFEH e 8 SRTHEE GEx) & ()

Date of grant Type Vesting period Exercise period Exercise price per share (HK$) Note (i)

20114612 5121 NHRE 2 2011F12A12H% 201212 A12R%

201612 A12H 2017512 A12RH
12/12/2011 Cash-settled 12/12/2011-12/12/2016 12/12/2012-12/12/2017 38.35
20124612 211 RBREX N 2012612 A218% 201312 A21HZ

201712 A21 H 201812 A 21 H

21/12/2012 Cash-settled 21/12/2012-21/12/2017 21/12/2013-21/12/2018 31.88

KTzt & B 54 B #£ =20155F 12 A 31 No share options had been granted under the New DSFH Scheme

H - WEEA:ZREREAST ST EIEL - from the date of its adoption to 31 December 2015.

i Note:

(i) 2014 FE5 AR P 2 R ZITEEBE AN A T (i) The exercise prices of share options granted prior to May 2014 were
RARFH SO BIR2014ES5 A %2014 4 B 526K adjusted for the rights issues concluded by both the Company and DSFH
ZHERR T AT - in May 2014 and April 2014 respectively.

U aR BR AR 2 DA IR 19 73 B R B 2 == Hh 4n Share-based compensation charged to income statement is as

N follows:

2015 2014

LARS #E =2 45F 2 SR AR R Equity-settled options 1,961 3,754

LAZR B 3% {5 2 R i Cash-settled options 7,682 1,868

aat Total 9,643 5,622

268  ARHBITEEERAR | 2015555
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

46. UM AER RIS (=& 46. SHARE-BASED COMPENSATION PLANS (continued)

UBLFZ 2R Cash-settled options

M EMARFIRITEBEE AT SR ETEIFT With respect to the cash-settled options granted under the Old

BF2ZURESIMNRRE  AeEBEREEH DSBG Scheme and Old DSFH Scheme described above, the Group
239,359,000/ 7T (20144 : 31,677,000/ 7T) has recorded liabilities of HK$39,359,000 (2014: HK$31,677,000) in

BEBRZERREATEZEE ZEBETEHE respect of the fair value of the share options at the reporting date.

THE (V) R @B INTRENS E o ILAFE These do not include cost separately borne by DSFH as stated under

TA=EA R EEENIR TR 2 EE/BR note (v) below. The fair value is determined by using the Trinomial

sTE o Option Pricing Model, and based on the major assumptions set out in

the following tables.

RFRITEEETE
Old DSBG Scheme

2015 2014

2011 & 2011 4
128128 12 412 H
12 December 12 December

#¥H Grant date 2011 2011

ARAFNR12 31 H Share price of the Company
ZI&E(HTT) as at 31 December (HK$) 13.72 12.44
TEE (B ) (RE ) Exercise price (HK$) (Note (i) 8.91 8.91
TE TR E (5E (i) Expected volatility (Note (i) 34.33% 39.17%
FH(F) Time to maturity (years) <2 <3
42 o B ) = (% (i) Risk free rate (Note (iii)) 0.51% 0.98%
TEETAR 2 2 (5 (iv)) Expected dividend rate (Note (iv)) 2.50% 2.90%

AEemE S
Old DSFH Scheme
2015 2014
20126 20116 20125 20115
12821 128120 128218 12F 120
(3 () (&) (&) (& (V)
21 December 12 December 21 December 12 December
2012 2011 2012 2011
ol Grant date (Note (v)) (Note (v)) (Note (v)) (Note (v))
AFeRn 12431 BzRE (BT Share price of DSFH as at

31 December (HKS) 38.75 38.75 45.25 45,25
IR E (A7) (FE() Exercise price (HK$)(Note (i) 31.88 38.35 31.88 38.35
FETRIE (& (i) Expected volatility (Note (i) 36.33% 36.33% 34.76% 34.76%
ﬂﬁ (ﬁ) Time to maturity (years) <3 <2 <4 <3
R (3 i) Risk free rate (Note (ii) 0.74% 0.51% 1.24% 0.98%
ﬁufﬂx E () Expected dividend rate (Note (v)) 2.67% 2.67% 3.02% 3.02%
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46. LIRHAEEREIREMEE @)
LB & 551252 R (%)

7

(i)

(ii)

(i)

(iv)

201455 AR F 2 RBREZITEBERA AR
RAF &R BIR201445 A K 2014F 4 B 52K
Z RS T AT o

FEEDRIERRBRERF E R ZATBE—FARF
RAFE B ERAREMNTE - WRRBE
ARB R RREZ KR - 8 ERANRBK
B2 FHAZIEIRE  WEEANER -

ERBRHESERFHZEENEESRE I

SR o

BX

TRET RS X B ER S MA]

ZERBRIE 2 T HAERARATEEAE - K
Rl E Bt % R AR HERR 3,335,000 % 7T (2014
F : 4,600,000 7T ) 8 18 R U as AR FE R X i
[B1 5% 1,265,000 7 7T (2014 F : Y25 BRMER S
1,551,000/57T) °

RIRERR T EEEEMEEENR S WE - &
NIEBELEN 20154 12 A 31 H 431,900,000
W IT (2014 4F £ 19,074,000387T) ©

AFRITEEERRTF] | 20154540

(Expressed in thousands of Hong Kong dollars)

46.

SHARE-BASED COMPENSATION PLANS (Continued)

Cash-settled options (Continued)

Note:

(i)

(iv)

)

The exercise prices of share options granted prior to May 2014 were
adjusted for the rights issues concluded by both the Company and DSFH
in May 2014 and April 2014 respectively.

Expected volatility is determined by calculating the historical volatility
of the share price of the Company and DSFH, 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 DSFH as set
out above.

Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity.

Expected dividend rates are based on historical dividends.

The cost of these options is borne by the holding company, DSFH. DSFH
has recorded liabilities of HK$3,335,000 (2014: HK$4,600,000) and a
reversal of charge to income statement of HK$1,265,000 (2014: charge
to income statement of HK$1,551,000) for these options.

The total intrinsic value of the share options for which the grantees’

right to receive cash on a vested basis as of 31 December 2015 is
HK$31,900,000 (2014: HK$19,074,000).
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

46. DR AEBEHRMEE @)
LUBRES (T Z R R

AT IRITRBER SR T 2 AR
MRBE  ERBETRZAFETIA=ZAASE

46. SHARE-BASED COMPENSATION PLANS (continued)
Equity-settled options

With respect to the equity-settled options granted under the Old
DSBG Scheme described above, the fair value is determined by using

EBEAHE -

2014 F AR THRBAE 2 2 FETIRA TR
ZEIERRMEE :

®FH

the Trinomial Option Pricing Model at the date when the options are

granted.

The assumptions used to estimate the fair value of the options granted

during 2014 are as follows:

Grant date

20143 526 H
26 March 2014

ARBRETRZRECET)

Share price of the Company

as at grant date (HK$) 11.26
TEE (BT) Exercise price (HK$) 12.13
TEEHRIE (FE (i) Expected volatility (Note (i)) 42.35%
RREFE (F) Option life (years) 6
42 5 B 1) = (B (i) Risk free rate (Note (ii)) 1.71%
TEEMAR B = (5 (iii)) Expected dividend rate (Note (iii)) 3.44%
RS D AFEGET) Fair value of a share in the option (HK$) 3.35-3.5

e

() BEROREEERERETHZABE—FAATF
wAEA R KR E - WERBEARE K
B2KE - EERBRABREZFHA IR
& WEREANZR -

(i) EERIEZSNRTEERFHIEEINEES
SR EmE -

@iy  FEFIARBETDEAE T H ZBEREME] ©

Note:

(0]

(ii)

(iii)

Expected volatility is determined by calculating the historical volatility
of the share price of the Company, as applicable, during the one year
period immediately preceding the grant 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 as set out above.

Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant
time to maturity at grant date.

Expected dividend rates are based on historical dividends at grant date.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

46. UM AERERMEE @)
BT 2 RS R M E TS TEE 2 EE

46. SHARE-BASED COMPENSATION PLANS (Continued)

Movements in the number of share options granted and their related

272

B weighted average exercise prices are as follows:
AFRTREETE AFERMEE
Old DSBG Scheme Old DSFH Scheme
2015 2014 2015 2014
RYTBE RYUEE  ERS  RFTRE RTAERE MEF3
AFBTRE  NETH AHROEE RE  AWER  MBTH  ANER (i3
ARES fieE  RAkEd (#1) IR ke RMEd (#71)
K& 8 (Bn)  ROEE (3E() %A (E7) fingi A (E()
Number of ~ Weighted ~ Number of Weighted ~ Numberof ~ Weighted ~ Number of Weighted
DSBG shares average DSBG shares average DSFH shares average DSFH shares average
in share exercise in share exercise in share exercise in share exercise
options price options ~ price (HK$) options price options price (HK$)
granted (HKS) granted (Note (i) granted (HKS) granted (Note (i)
—A-A At 1 January 12,150,982 8.69 11,800,000 8.92 47,227 35.92 400,000 37.47
BT Granted - - 300,000 12.13 - - - -
itz A% Adjusted for rights issue - - 466,401 8.66 = = 17,227 35.92
[BcE Expired - - - - - - - -
Bt Exercised (270,023) 8.82 (166,168) 7.96 - - - -
BECH/ B Cancelled/forfeited - - (249,251) 7.96 - - - -
12318 At 31 December 11,880,959 8.69 12,150,982 8.69 47,227 35.92 47227 35.92
12 A31 AAl{T{E Exercisable at 31 December 8,474,534 8.69 6,293,590 8.69 302,490 36.34 219,045 36.50
G Note:

(i) 20145 AR T 2 RBREZTEBERERAR]
M RH & RO RIR201445 A K 201444 A5
ZHERE T AT o

ARATFHR2015F 12 A 31 B RITE 2 RBRAEZ1TE(E
NF7.96 FTLE 11.68 87T (2014 F : NF7.96 BELE
11.68/ 87T * EFLA R AR 2014 F 2 K FATHE) -
REMEFHFERENTERR2.3F (20145 : 3.32
F)  BRAEBEERRRTBABIEAZAT &
BRRRRAE - R 20154F 12 A 31 BARITE 2 K & B id
T2 ITEEN T 31.88 8L E38.35/8 L (20144 : M F
31.888 L E 38.35/8 7T * BB AR BN 2014 F 2 1
AR FLAFREE) - REMBEFFIBRENITERA2.33F
(20144 : 3.334) °

RIRITEEERRTF] | 2015450

(i) The exercise prices of share options granted prior to May 2014 were
adjusted for the rights issues concluded by both the Company and DSFH
in May 2014 and April 2014 respectively.

The Company’s share options outstanding as of 31 December 2015
have exercise prices in the range of HK$7.96 to HK$11.68 (2014:
HK$7.96 to HK$11.68, adjusted for the Company’s rights issue in
2014), and a weighted average remaining contractual life of 2.3 years
(2014: 3.32 years). In respect of directors and senior executives of
the Group, their applicable DSFH’s share options outstanding as of
31 December 2015 have exercise prices in the range of HK$31.88 to
HK$38.35 (2014: HK$31.88 to HK$38.35, adjusted for DSFH'’s rights
issue in 2014), and a weighted average remaining contractual life of
2.33 years (2014: 3.33 years).
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47. TRIEEREBENHE

fi 5 B AR LR BIMERITRORE R P S S S BB
MABZEERER  UWRABNFHEEEHH
‘RHAFRSEREENBERAE A HEHE
ENRAERTHHE -

() FHAEHSIEEYC EMBERR
RAHHCEMEERAE

AEBEBAERETREEARAB(E
BRREEDRARZIEERABPETER

BERS -

AEERZINERRENEETREE 2
é%ﬁa—%a%ﬁﬁ%ﬁé%qﬂ%%:zm&m
%E&JEH RIBAEEE - 722015412 A 31
R HEARNRERBER [HMIEE
&?EkJEEIEW P 2014412 A31 8 -
ZFEARUGIBE R B FRN 33 2 &
WHIBRTEMIEE | FRIBA © KiH 2 SR

B AR R M ot
NOTES TO THE FINANCIAL STATEMENTS

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(Expressed in thousands of Hong Kong dollars)

47.

OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

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.

(a)

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 2015, the net amount was a payable and
was included in “Other accounts and accruals”; and as at 31
December 2014, the net amount was a receivable and was
included in “Accounts receivable and prepayments” in Note 33.

R e The amounts offset are shown below.
2015 2014
JEE B REE 2 FORERE Gross amount of accounts
receivable from HKSCC 10,748 88,886
JERNBABRREE 2 F IR Gross amount of accounts
payable to HKSCC (31,068) (7,623)
(FEf),/ MEM BB RS FE Net amount due (to)/from HKSCC (20,320) 81,263
() SRBRERHERBERBMRRE (b) Financial assets and liabilities subject to netting
NEHEzEeMmEERARE agreement but not offset on the statement of financial
position
A FE G E T Master netting arrangements

AEESRARERSHFIIZARFR

HEZH - WREEERR - FRHEEERDR
mﬁm'_ﬂﬁﬁL@$#‘Wﬁﬁ&X

HHFIRERRZHERIE - MBS
RFBRHERFREE - MIFBLEY
B MEEBFIRFENRELEE

—RISERBRARTHIEEERAE -

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.
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
47. TRIEEHEBBENHEE @ 47. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)
(2) SFERETHERBEEVEMRRR (b) Financial assets and liabilities subject to netting
REEzEMEEREE @ agreement but not offset on the statement of financial
position (Continued)
R FE S (&) Master netting arrangements (Continued)
TRINREZEE  BEER N 2R FH The following tables present details of financial instruments
HEZHRBRBZEMORN S/ T subject to offsetting, enforceable master netting arrangements
I o

and similar agreements.

REEERARAYE 2 ERLE
Related amounts not set off in the
statement of financial position

REHRRRA AR EA

bof ARt vk
SHERLT EETE
BRZER  Grossamounts of Net amounts of $HIE
BELE  recognised financial financial assets ~ (BFEFRLERR)
Grossamounts  liabilties set offin presentedin  Financial instruments BHRLER
of recognised the statement of the statement of  (including non-cash Cash i
01551231 A At 31 December 2015 financial assets financial position financial position collateral)  collateral received Net amount
SHER Financial assets
fieemIA Derivative financial instruments 543,777 - 543,777 (474,682) (18,213) 50,882
PERMBRRRANE 2 AELR
Related amounts not set off in the
statement of financial position
HEEHRRA REBRRRA
HizoRa ok
SHEERAR BEFE
BEIER  Grossamounts of Net amounts of ¢RI
BEA%E recognisedfinancial  financial liabilites  (AFFREEHR)
Gross amounts assets set off in presentedin  Financial instruments BERRLER
of recognised the statement of the statement of  (including non-cash Cash collateral B
0155128317 At 31 December 2015 financial liabilities financial position financial position collateral) placed out Net amount
2Rk Financial liabities
RER Deposits from banks 43914 - 43914 (43914) = -
fEeRIA Derivative financial instruments 1,250,102 - 1,250,102 (474,682) (4d6,015) 329,405
FEEERENAR Trading liabilties 6,270,629 - 6,270,629 (6,261,578) - 9,051
HfEARER Other accounts and accruals 123211 - 123271 (123,271) = -
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(¥ T TThLFR) (Expressed in thousands of Hong Kong dollars)
47. *RIEEHRBENHEE @ 47. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)
(2) SFERETHERBEEVEMRRR (b) Financial assets and liabilities subject to netting
REEzEMEEREE @ agreement but not offset on the statement of financial
position (Continued)
R FE S (&) Master netting arrangements (Continued)
UEREBRARAE B AELE

Related amounts not set off in the
statement of financial posttion

eI REHIR AR

Fof Al ks
SRABEE EERE
BB72%  Grossamounts of Nt amounts of $HIA
BEEE  recognised financia financial assets ~ (BIEFEAEAR)
Grossamounts  libilities set off in presentedin  Financial instruments BhREER
of recognised the statement of the statementof  (including non-cash Cash i ]
01412 f31A At 31 December 2014 financial assets financial posttion financial position collateral) collateral received Net amount
AR Financial assets
fEemIA Derivative financial instruments 386,035 - 386,035 (367,976) - 18,059
ERHBRRRAN S BB R
Related amounts not set off in the
statement of financial posttion
REBRRRR RABIR R
Fof - PARY ok
SHEESE AfEFE
BR7E%  Grossamounts of Nt amounts of $HIR
8E%E  recognisedfinancial  financial labilites (RS EAG)
(Gross amounts assets set off in presented i Financial instruments BERREER
of recognised the statementof ~ the statementof  (including non-cash Cash collateral 7
014512 f31H At 31 December 2014 financial liabilities financial posttion financial position collateral) placed out Net amount
SRRk Financial liabltes
HiIER Deposits from banks 89,421 - 89,421 (89.421) - -
fiEemIA Derivative financial instruments 1,038,590 - 1,038,590 (367,976) (141,297) 529,317
REEERBNAR Trading liabilties 5,507,614 - 5,597,614 (5,552,666) - 44,948
AfpRA RER Other accounts and accruals - - - - - -
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(LABEEF Tz dR) (Expressed in thousands of Hong Kong dollars)
T AEERBAER 2 ERHERT TR 2 2810 i The following information relates to the Group and is disclosed as part
INER - B IER TR IEREK 2 — 25 © of the accompanying information to the financial statements and does

not form part of the audited financial statements.

1. BXRRRLER 1. CAPITAL ADEQUACY RATIO

2015%12H31H 201412 A31H
As at As at
31 December 2015 31 December 2014

BT Capital adequacy ratio

—LERiE—R - Common Equity Tier 1 12.2% 11.4%
——#& — Tier 1 12.2% 11.4%
— B — Total 16.7% 16.3%
20159 12 A31 H&2014F 12 A31 H 2 & AT The capital adequacy ratio as at 31 December 2015 and 31 December
RLELERTIRFIBITHER AR (BIFRMIHER 2014 represents the consolidated position of DSB (covering BCM and
TR ARFIRIT (R E)) 2ECIRTTH (BEAR) AR DSB China) computed on Basel lll basis with reference to the Banking
HEZERGE N ERAE - ZEAT B LER (Capital) Rules. This capital adequacy ratio takes into account market
FTEEZREIMISREBMRERR risk and operational risk.

AFRITREBTMIRITARIBR T BRITEBRD DSB as a locally incorporated bank in Hong Kong is subject to the
BTEARR B RHEER - RFIEERITEE minimum capital adequacy ratio requirement under the Hong Kong
FHBRPIRITHEEETHNRTE RAFRIT(PE) Banking Ordinance. BCM is subject to Macau banking regulations and
RETERTRRITEEENRTE - AEE it DSB China is subject to China banking regulations. The above ratios
HILLERGTE R ELRE - of the Group are calculated for reference only.
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(CABEEFThz5I7R)

2. RBEELRFLE RBESHE

(Expressed in thousands of Hong Kong dollars)

2. LIQUIDITY MAINTENANCE RATIO/LIQUIDITY RATIO

2015 2014
MENE E R Liquidity maintenance ratio 39.5% n/a
MENE B Liquidity ratio n/a 45.3%

MBEERFLERTREE S LRI RFIRT
(RIERPIRZRIT RAFRIT (R E)) REF R
EBEE AR TFHNGEERENE © b R E
HE - RBEERFFLLETIRIE2015F1 A1 H
BAERZERTECRBIME) HADE - REES
b R B2 ERITEE B AN KRN AE -
REBRLELEFTERIHBE -

RIRITRBBEMRITARBE B RITEIED
BIRBESLERER - RFIBRRITABTE
BRPIRITREE R E RAFIRT (P E) A&
STERTERITREENMRTE °

3. MERH=R

The liquidity maintenance ratio and liquidity ratio are calculated as
the simple average of each calendar month’s average consolidated
liquidity ratio of DSB (covering BCM and DSB China) for the financial
year. The liquidity maintenance ratios are computed in accordance
with the Banking (Liquidity) Rules effective from 1 January 2015. The
liquidity ratios are computed with reference to the methods set out in
the Fourth Schedule of the Hong Kong Banking Ordinance.

DSB as a locally incorporated bank in Hong Kong is subject to the
liquidity requirement under the Hong Kong Banking Ordinance. BCM

is subject to Macau banking regulations and DSB China is subject to
China banking regulations.

3. LEVERAGE RATIO

2015 2014

BB

IEIRLE R 7 #5585 F 20154F 3 A 31 B#EAER - Wik
BB ERBRE(RITE(BAR)HRANDEICHE L
ZRENRZBREEERE o bt Ty RH
SR17502015F 12 A 31 HZGZRA RN Z L= -

Leverage ratio 7.9% n/a

The disclosure on leverage ratio is effective since 31 March 2015 and
is computed on the consolidated basis as specified in a notice from
the HKMA in accordance with section 3C of the Banking (Capital)
Rules. The above ratio represents the consolidated position of DSB as
at 31 December 2015.
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

4. IMNERBS 4. CURRENCY CONCENTRATIONS

T3 AR2015F 12 A31 HZE TMEEERNE The following sets out the net foreign exchange position in USD and
w7 INEFEEE (BB 2 SNE F R B a P A INE F other individual currency that constitutes more than 10% of the total
#10%) © REAEME 2 LB o net position in all foreign currencies as at 31 December 2015 and the

corresponding comparative balances.

1201512 A31 H %2014 12 A 31 BA%KE The Group did not have any structural foreign exchange position as at
W AR AR SNIE 15 8V RE - 31 December 2015 and 2014.

Hfwshe  SMESE

RFIHE Other Total

EY ARY Macau foreign foreign

2015%12A31H At 31 December 2015 US dollars Renminbi Pataca currencies currencies
HERESBT Equivalent in HK$ millions

REEE Spot assets 58,812 16,721 8,472 5,443 89,448

HEBE Spot liabilities (24,177) (16,238) (9,566) (8,872) (58,853)

EHEA Forward purchases 27,958 12,735 - 5,853 46,546

EHEN Forward sales (60,960) (13,018) - (2,364) (76,342)

HitE %5 Net options position 3) 1) - 4 -

/(R &3E Net long/(short) position 1,630 199 (1,094) 64 799

HinoMg  HNEEET

BN TT il Other Total

X AR®  Australian Macau foreign foreign

2014912 A31H At 31 December 2014 US dollars  Renminbi dollars Pataca currencies currencies

HERESBT Equivalent in HK$ millions

REEE Spot assets 57,240 25,030 1,275 6,894 1,874 92,313

REBE Spot liabilities (24,667) (24,960) (3,324) (8,176) (4,718) (65,845)

RHIEA Forward purchases 15,767 5,900 2,150 = 5,371 29,188

RHEN Forward sales (47,028) (5,559) (146) - (2,523)  (55,256)

Hig s Net options position 2 - 6 - 6) -

/() &5%8 Net long/(short) position 1,314 411 (39) (1,282) (4 400
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
5. BERERBREZHENDN 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES
() RIT¥ESBE2EFERLE(UEXKA (@@ Gross advances to customers by industry sector
BOBERUSEFARRENEILS classified according to the usage of loans and analysed
) by percentage covered by collateral

2015128310
At 31 December 2015

2014512 A31H
At 31 December 2014

ERAH

ZEARRE

2B

% of gross

REBHEHR advances
Outstanding covered
balance by collateral

B

RERmIRE

ZAN

% of gross

KREBER advances
Outstanding covered
balance by collateral

EEBERNER

TRHER
—MEER
—MERE
M
—RREL

- HERTEX
—RER
—EHREGRME
—FRRES

— &R
—HEf

fELA

-BEIRERHENE]
[AZEEES] R
[BEEAEE BT
B

~BEABEENEER

-ERRER
—Hft

EBEBEMANER
BHRE (1))
EEBIMIMERES ()

Loans for use in Hong Kong

Industrial, commercial and financial

- Property development 1,909,605 66.5 1,741,185 67.7
- Property investment 16,136,906 98.5 15,752,867 98.9
- Financial concerns 1,118,110 30.7 821,938 62.1
- Stockbrokers 965,931 45.1 133,234 55.0
- Wholesale and retail trade 4,144,996 90.1 4,497,466 90.1
- Manufacturing 3,026,032 93.5 2,971,483 91.3
- Transport and transport equipment 3,713,584 89.1 4,612,041 94.2
- Recreational activities 262,522 56.5 277,832 55.9
- Information technology 72,019 89.1 22,938 67.1
- Others 5,454,602 83.3 5,036,198 84.4
36,804,307 88.5 35,867,182 91.6
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme and
Tenants Purchase Scheme 869,023 100.0 962,720 100.0
- Loans for the purchase of other
residential properties 21,260,300 99.9 19,451,578 100.0
- Credit card advances 4,465,225 - 3,838,208 -
- Others 9,217,401 37.5 8,355,472 8688
35,811,949 7.4 32,607,978 7.7
Loans for use in Hong Kong 72,616,256 80.1 68,475,160 82.1
Trade finance (Note (1)) 7,394,880 66.5 6,517,342 62.8
Loans for use outside Hong Kong
(Note (2)) 29,614,188 68.7 30,237,544 64.8
109,625,324 76.1 105,230,046 76.0
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
5. BERERGEZEIIND T @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

() ROTEDEZ2EFERABE(LLERHA (@) Gross advances to customers by industry sector
BoERUSEHARRENE LD classified according to the usage of loans and analysed
) (8 by percentage covered by collateral (Continued)

G Note:

(1) LRz EBESMERSERASERELZA (1)  Trade finance shown above represents loans covering finance of
BigslmaBARAED - HOMBOMNBE - imports to Hong Kong, exports and re-exports from Hong Kong and
DRERESHEZZER merchandising trade classified with reference to the relevant guidelines

issued by the HKMA.

TEREBZESHMEBER (BIERFBITZEIN Trade finance loans not involving Hong Kong (including trade
RITMBRARIE T 2B HRE )4 (E592,075,000 finance extended by the overseas subsidiary banks of DSB) totalling
BT (2014412 A31 H : 618,230,000/8 7T ) 5 HK$592,075,000 (31 December 2014: HK$618,230,000) are classified
R [EBBIMERNER] BT - under Loans for use outside Hong Kong.

(2 EBEBMIMEANERBERTEARZFELESR (2)  Loans for use outside Hong Kong include loans extended to customers
HBAIMER Z B3 o located in Hong Kong with the finance used outside Hong Kong.
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG
(ABHFThrsm)

(Expressed in thousands of Hong Kong dollars)

5. BERERBREZEINIDHT @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
() RIT¥ESBE2EFERLE(UEXKA (@@ Gross advances to customers by industry sector

EPERUSERARRENE DD
) (|

FRDTRSEREFEFRBETE10% A ERTT For each industry sector reported above with loan balance constituting
¥ HE(EREERRE « afEEE & E R FLr 10% or more of the total balance of advances to customers, the
AFHENEZOREEENT ¢

classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

attributable amount of impaired loans, overdue loans, and individually

and collectively assessed loan impairment allowances are as follows:

ERaH
BHREE
BiB3EA 18 RIFEME maTs
Gross HEERE HEEE
advances Individually Collectively
REBLR HEER overdue assessed assessed
Outstanding Impaired for over impairment impairment
2015%12H31 B At 31 December 2015 balance loans 3 months allowances allowances
EEBEANER Loans for use in Hong Kong
THSE Industrial, commercial
and financial
S E e - Property investment 16,136,906 - 45,009 = 26,886
BA Individuals
-BEEMEENEER - Loans for the purchase
of other residential
properties 21,260,300 - 23,645 - 2,222
EBEBAIMEBHER Loans for use outside
Hong Kong 29,614,188 304,159 356,762 191,321 184,871
B
BHRER
B3 MEA Bl AT
Gross ELEE BEERE
advances Individually Collectively
KL BEER overdue assessed assessed
Outstanding Impaired for over impairment impairment
2014E12 318 At 31 December 2014 balance loans 3 months allowances allowances
EBRBERNER Loans for use in Hong Kong
THEew Industrial, commercial
and financial
S E - Property investment 15,752,867 - - - 12,357
BA Individuals
-BEEGEENEER - Loans for the purchase
of other residential
properties 19,451,578 - - - 1,074
EEENIMEBRER Loans for use outside
Hong Kong 30,237,544 217,649 172,414 135,109 169,999
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(CABEEFThz5I7R)

(Expressed in thousands of Hong Kong dollars)

5. BERERBREZEINIDHT @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
() ROTEDEZ2EFERABE(LLERHA (@) Gross advances to customers by industry sector
BoERUSEHARRENE LD classified according to the usage of loans and analysed
A7) () by percentage covered by collateral (Continued)

THRFEBEBERNEWSFIRR 7 FNICEEIREER The amount of new allowances charged to income statement, and the

RR B MHEER -

amount of impaired loans and advances written off during the year
were disclosed in the tables below.

BEEREE

REEEBEER  MHZEX
HME5%  Recoveries
Loans of advances

LR written written off
New off as in previous
20154 2015 allowances uncollectible years
ERAFERNER Loans for use in Hong Kong
IrEem Industrial, commercial and financial
—MERE - Property investment = - -
fEA Individuals
—-BEHMEEMERR - Loans for the purchase of
other residential properties - - 474
TEBBAIME B ER Loans for use outside Hong Kong 230,629 108,053 11,610
WEIBEREE
REERER MsH 2 B
M55  Recoveries
Loans  of advances
SIS written written off
New off as in previous
20144 2014 allowances  uncollectible years
ERBEANER Loans for use in Hong Kong
TR Industrial, commercial and financial
—MERE - Property investment = = 1
EA Individuals
—BEHMEENESR - Loans for the purchase of
other residential properties - - 614
ERBUIMEBRE TR Loans for use outside Hong Kong 22,653 263,913 8,335
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DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG
(ABHFThrsm)

(Expressed in thousands of Hong Kong dollars)

5. ERERGBREZEIN T @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z) B REEKHEREE (b) Mainland activities exposures

REBEFBSER(RITE(KE) R - LT HF
BAEEBNBRBEZ AT H2REBLERYF
BIKPE TSR MAR P FAF 2 FRRITRRZH TR
RIREEERBEEAUDE - EPREEARMN
RITREABRITHBRRR T 2 HBEIREER

The analysis of Mainland activities exposures is based on the
categories of non-bank counterparties and the type of direct
exposures defined by the HKMA under the Banking (Disclosure) Rules
with reference to the HKMA Return of Mainland Activities, which
includes the Mainland activities exposures extended by DSB and its

HIEREE o Mainland subsidiary bank only.
EESBRA BESBERM
HIEREE HIEREE
On-balance  Off-balance MR
sheet sheet Total
20154 2015 exposure exposure exposures
1. PRET - FREJTHEER 1. Central government, central government-
KERENBARMEGE owned entities and their subsidiaries and
RA([A&RRA]]) joint ventures (“JV”s) 5,600,248 342,416 5,942,664
2. MU - BT AR) 2. Local governments, local government-owned
g K EL BB 2 R entities and their subsidiaries and JVs 1,812,458 556,047 2,368,505
BE AT
3. BEEEHEAMZBERKE 3. PRC nationals residing in Mainland China or
FR B s i S R EL A AR I other entities incorporated in Mainland
HfBARMAE AT China and their subsidiaries and JVs 6,880,961 2,069,484 8,950,445
4. RBELRE—HERZ 4. Other entities of central government not
SRS B E A i reported in item 1 above 671,859 174,376 846,235
5. RBELME—HER 2 5. Other entities of local governments not
75 BT RO B A ks reported in item 2 above 374,271 231,530 605,801
6. EEEFBEAMWASNZER 6. PRC nationals residing outside Mainland
Sk E AR B AT A SN AZ Y China or entities incorporated outside
g - P ROETR Mainland China where the credits are
R B iR A granted for use in Mainland China 10,677,468 336,276 11,013,744
7. Eth R 5T - BREERK 7. Other counterparties where the exposures
BIEET R B AREFERITER are considered to be non-bank Mainland
EFHHEE China exposures 8,270 - 8,270
26,025,535 3,710,120 29,735,664
RETIRAT R E A 3R 1T B Total assets of DSB and its Mainland subsidiary
DRz kB ERE 2 EESST  bank after provision 181,672,638
EEABRARNSRENG On-balance sheet exposures as percentage
AESANL of total assets 14.33%
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(ABEET TThALFR) (Expressed in thousands of Hong Kong dollars)
5. ERRSBEZEIID @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z) HHE RBEEKEREE @) (b) Mainland activities exposures (Continued)
BEEBERAN BEAEBERH
7] HEREE
On-balance  Off-balance B
sheet sheet Total
20144 2014 exposure exposure exposures

1. PRET - FREJTHEER 1. Central government, central government-owned

HERENBARMAE entities and their subsidiaries and JVs 8,356,840 57,758 8,414,598

NS
2. MU - BT AR) 2. Local governments, local government-owned

TS K ELPH B2 R entities and their subsidiaries and JVs 2,686,695 50,814 2,737,509

SE QA
3. BEEEHEAMZBER%E 3. PRC nationals residing in Mainland China or

R B s S A EL A AR I other entities incorporated in Mainland

HIfBRARMAE AR China and their subsidiaries and JVs 8,665,363 1,791,678 10,457,041
4. RBELRE—HERZ 4. Other entities of central government not

FR R BT R E A s reported in item 1 above 123,365 = 123,365
5. RBELME—HER 2 5. Other entities of local governments not

A HTE A s reported in item 2 above = = =
6. BEEEFBEIAMWASNZER 6. PRC nationals residing outside Mainland

Sk E AR B AT LA SN AL Y China or entities incorporated outside

g - P ROETR Mainland China where the credits are

FH B 9 56 R granted for use in Mainland China 7,457,039 222,237 7,679,276
7. Eth R 5 F - BRFERK 7. Other counterparties where the exposures

BIEE R BIAREFERI TSR are considered to be non-bank Mainland

PRI China exposures - = =

27,289,302 2,122,487 29,411,789

ARINIRIT RE AR T B Total assets of DSB and its Mainland subsidiary

NElZ MG EER 2 EEAT  bank after provision 172,905,559
EEABRARNGENG On-balance sheet exposures as percentage
BEATTEAL of total assets 15.78%
T L ERBREEERFERABEREMHERER Note: The balances of exposures reported above include gross advances and
B2 - other balances of claims on the customers.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)
5. BERERBREZEINIDHT @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(R) REB S M Z2EFERAERBHNE (c) Analysis of gross advances to customers and overdue
b loans by geographical area
REERZEEAWIIEEEZREREEEE R 2 Advances to customers by geographical area are classified according
RHHFREMDE - —RME @ S ERHER to the location of the counterparties after taking into account the
FRNEREERZSEHFRREZRIGE - &R 5E transfer of risk. In general, risk transfer applies when an advance is
% o guaranteed by a party located in an area which is different from that

of the counterparty.

TRAREPERMZE  BRREREER - #18] The following table analyses gross advances to customers,
REERLEREES G EEERRIE S individually impaired advances to customers, overdue advances to
#T ° customers and individually and collectively assessed impairment

allowances by geographical area.

18 B3R E 185U 3 REREE

BEFEX B BB

EFEFHEE  Individually BHEESER  Individually  Collectively

Gross impaired Overdue assessed assessed

advances to advancesto advances to impairment impairment

2015F12 A 31 H At 31 December 2015 customers customers customers allowances allowances
B Hong Kong 88,670,794 694,726 482,606 283,589 205,814
H China 7,374,771 76,030 186,222 31,712 101,454
A Macau 12,007,126 25,507 31,236 12,608 44,534
Hith Others 1,572,633 56 56 44 6,270
109,625,324 796,319 700,120 327,953 358,072

BRI (E & RIFE fRE AT

EFER BB REEE

EPEFEE  Individually BEAEFEF  Individually  Collectively

Gross impaired Overdue assessed assessed

advancesto  advancesto  advances to impairment impairment

2014912 A31H At 31 December 2014 customers customers customers allowances allowances
B Hong Kong 83,856,418 217,196 251,710 123,521 144,074
B China 8,278,746 110,874 44,674 81,114 98,321
A Macau 11,435,277 20,153 25,442 13,045 44,671
HAh Others 1,659,605 64 64 64 4,003
105,230,046 348,287 321,890 217,744 291,069
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(CABEEFThz5I7R)

5. EERSRIEZEIMN T @

(T) EIpRfERE

REREHNSEZERBROEBE  REXS
55 3 19 PTAE b T B2 B8 S SN 22 5 3 T AR A T 4 £
B - —RME  EXHETFHEEEHETR
BRNE—HFERFR  KETEERS—RRITHE
HMD1T - MEATEENTRMER - 1 SHER
ERA—BEREBEES—BR - &5 REMRA
ZREBERER - RERKBEIRERETE10% A
7R EHEKE

(Expressed in thousands of Hong Kong dollars)

5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(d) International claims

The information of international 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.
Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are

disclosed.
FRITBARE
Non-bank private sector
FRIT
SRBE E A
BEH#E Non-bank FhARE
201512 A31 B At 31 December 2015 81T Official financial  Non-financial BEAE
BEBR In millions of HK$ Banks sector institutions  private sector ~ Total claims
BEET L Offshore centres 3,758 13,771 3,231 113,347 134,107
—Hp BB - of which: Hong Kong 2,483 11,676 3,089 98,523 115,771
FRPTAR Developing Asia and Pacific 28,424 1,574 863 9,223 40,084
—Hri - A - of which: Mainland China 22,107 1,574 847 7,821 32,349
FERITLAKE
Non-bank private sector
FERAT
SRR e
EhkE Non-bank FLAREE
2014F 12 A31H At 31 December 2014 ]R1T Official financial  Non-financial Iy
BEAT In millions of HK$ Banks sector institutions  private sector Total claims
BEFE D Offshore centres 4,736 9,718 1,801 108,004 124,259
—Hi: FA - of which: Hong Kong 4,232 8,596 1,207 94,214 108,249
ERAGAR Developing Asia and Pacific 26,356 2,124 1,145 11,560 41,185
—Hr: - of which: Mainland China 20,974 2,124 756 9,567 33,421

BB FZRAECTAREESERN20155 K
EZHERERRZSEFREZ A -
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The comparative amounts have been prepared to conform with
the new reporting basis and the categorisation on the types of
counterparties as required by HKMA in 2015.
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(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

5. ERRSBEZEIID @ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(R) EEAERIAREEZEHARREN (e) Credit commitments and contingent liabilities analysed

BoLED T by percentage covered by collateral
2015 2014
ZHEAMm R m
EHEHE RENES AR REMNADL
Contract % covered Contract % covered
amount by collateral amount by collateral

HMBERREMEEER 2 Financial guarantees and

HAALE other credit related
contingent liabilities 1,215,161 20.6 1,487,700 17.1
EFEEREMEERR 2 Loan commitments and
A other credit related

commitments 69,244,002 9.7 69,198,856 9.5

70,459,163 9.8 70,681,556 9.6
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6. 5 - mEEREBEERBZERENR 6. CAPITAL CHARGE FOR CREDIT, MARKET AND
OPERATIONAL RISKS
FIBRRIER 2 EARZ KB T ¢ The capital charge for each class of exposures are summarised as
follows:
(i) FERBRZEARER (i) Capital charge for credit risk
2015 2014

F R R R e Sovereign exposures 727 1,916
N R e Public Sector Entity exposures 24,489 22,981
SRITR R A& Bank exposures 1,103,611 1,032,642
B 5 R bR Securities firm exposures 5,334 1,702
v B R B Corporate exposures 4,879,814 4,655,599
REeIEAE Cash items 24,373 26,673
EETE R RRIE Regulatory retail exposures 1,006,926 866,133
FEZIBER Residential mortgage loans 1,164,515 1,055,622
H At AR 480 HA R P A 42 Other exposures which are not

past due exposures 1,079,825 1,420,181
780 HA [ e 7 & Past due exposures 41,375 16,432
AR BRI Securitization exposures 16,496 9,818

AEAGBRARRAE 2 EARNERERE Total capital charge for on-balance

sheet exposures 9,347,485 9,109,699
HEEERER Direct credit substitutes 14,716 24,988
X 518 A IE B Transactions-related contingencies 14,957 15,036
L8 5 EE < S ATEE Trade-related contingencies 6,256 6,446
H o Other commitments 85,778 91,546
EEEH Exchange rate contracts 130,197 132,641
FEEL Interest rate contracts 11,158 12,496
A4 Equity contracts 1,097 1,437
ERMERR Credit valuation adjustment 52,566 56,451

BEAGBRINAREE 2 ERNERERE Total capital charge for off-balance
sheet exposures 316,725 341,041

EERKZ EABEMBE Total capital charge for credit risk 9,664,210 9,450,740

UL TR AS B BB E T EE H 2 Bk nE This disclosure is made by multiplying the risk-weighted amount
BR8N WEE - WHAEB 2 ERIEETE derived from the relevant calculation approach by 8%, not the
K] institution’s actual “regulatory capital”.
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6. &8 mEREBEERBZERER 6. CAPITAL CHARGE FOR CREDIT, MARKET AND
(&) OPERATIONAL RISKS (continued)
iy WHERRZIERER (i) Market risk capital charge
ANEE B AEES E A E MR o The Group uses the Standardised Approach for calculating market
risk.
2015 2014
BRmESE BAER  EBRINEHE BARER
Risk weighted Capital  Risk weighted Capital
amount charge amount charge
FIRE R AGE Interest rate exposures
(BiRERE) (including options) 527,025 42,162 1,129,588 90,367
JINGE [ B 1 Foreign exchange exposures
(BEESRHE) (including gold and options) 1,119,975 89,598 1,342,400 107,392
1,647,000 131,760 2,471,988 197,759
[B\Bg: hn e £ 2R B AR R IR S R1T R AT ER1T (R The risk-weighted amount included those amounts arising from
VBRI ZITEE HIBEE - derivative contracts executed by BCM and DSB China.
(i) BERBRZEARER (iii) Operational risk capital charge
AEERAERIEZRE AT ERERR - The Group uses the Basic Indicator Approach for calculating

operational risk.

2015 2014

BRIERR  EARERK Capital charge for operational risk 632,371 550,893
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7. REREIE
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REERRIREERR SRR FEER
% RBETRER - RERER - BERER MR
HER - FERRZEETIZRNAEEZEE
HE  HheEmENTEREE  #uMAnEER
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(Expressed in thousands of Hong Kong dollars)

7. RISK MANAGEMENT

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 and retail lending, equipment and hire purchase
financing, and treasury and financial institutions wholesale lending.

Market risk arises mainly from the Treasury Division 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 fund increases in
assets or meet its payment obligations associated with its financial
liabilities when they fall due without incurring unacceptable losses.

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.

The other risk management aspects are disclosed below.



(CABEEFThz5I7R)
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(Expressed in thousands of Hong Kong dollars)

7. RISK MANAGEMENT (continued)
(@) 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:

° 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

o the review of financial performance by analysis against
approved budgets and analysis of variations in key non-financial
measures.

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 GRD and different functional committees.

(b) Group risk function

The independent Group Risk function is responsible for ensuring that
policies and mandates are established for the Group as a whole. GRD
monitors and reports the Group’s risk positions to the Board via the
RMCC, 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. GRD 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, GRD takes into
account the guidelines established by the HKMA, business direction,
and risk adjusted performance of each business.
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(Expressed in thousands of Hong Kong dollars)

7. RISK MANAGEMENT (continued)
(b) Group risk function (Continued)

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 GRD, 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.

(c) Credit committees

The Group has a GCC for approving major credit limits. The CMC and
the TIRC 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 GRD.

(d) Credit risk
(i) Credit risk exposures

Standard & Poor’s and Moody’s are the external credit
assessment institutions (“ECAIs”) that the Group uses
for the assessment of its credit risk exposures to banks,
sovereigns, public sector entities, and collective investment
schemes as well as securitisation exposures and exposures
to rated corporates. The Group also has an internal grading
methodology for assessing credit exposures to unrated
corporates.

The process it uses to map ECAI issuer ratings to exposures
booked in its banking book follows the process prescribed in
Part 4 of the Banking (Capital) Rules.
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7. BEREE@m 7. RISK MANAGEMENT (Continued)
(T) FERE @ (d) Credit risk (Continued)
()  1GEEGEAEE) ()  Credit risk exposures (Continued)
SAER
EEL]
ERfEIR
EHREZ
ERARLE
Total
EIRERRRRE exposure
LERAR RRATEAR covered by
Exposures after BRIESE REZER recognised
recognised credit Risk-weighted REAT guarantees
risk mitigation amounts BRMES Total or
BREE R AETH R AETH ag exposure recognised
] (32) (33) (32) (33) Total risk- covered by credit
0155 2015 Total Rated Unrated Rated Unrated weighted recognised derivative
BRER Class of exposures Exposures (Note 2) (Note 3) (Note 2) (Note 3) amounts collateral contracts
M. HEAREN A On-balance sheet
1. FiEkE 1, Sovereign 8,075,602 9,236,426 - 9,087 - 9,087 - -
2. NEEN 2. Public Sector Entity 829,140 1,674,997 - 306,115 - 306,115 - 118,333
3 SEEREL 3. Muttlateral
Development Bank 71,078 71,078 - - - - - -
4, B 4. Bank 36,297,148 36,514,368 852,034 13,389,806 405,337 13,795,143 - -
5. #5E 5. Securities firm 133,708 47 132,605 374 66,302 66,676 356 -
6. %8 6. Corporate 73,313,705 20,324,455 46,286,423 11,480,302 49,517,367 60,997,669 5,034,364 892,931
1. B%EE 7. Cash items 780,518 - 3,677,564 - 304,657 304,657 - -
8 EEZE 8. Regulatory retal 17,224,322 - 16,782,095 - 12,586,571 12,586,571 291,557 150,670
9. HEi 9, Residential
mortgage loans 34,258,269 - 33,300,144 - 14,556,441 14,556,441 106 958,019
10. ks 10. Other exposures
el which are not past
due exposures 11,845,454 1,977,154 9,998,853 1,123,372 12,374,435 13,497,807 196,124 8
11, nEEkAE 11, Pastdue exposures 477,259 - 477,59 - 517,188 517,188 293,943 39,57
4. BEBER) B. Off-balance sheet
1. BRI 1. Oft-balance sheet
TARHY exposures other
[EEE than OTC derivative
TARIH transactions or
LRERER credit derivative
IERARE contracts 1,718,843 - 1,718,843 - 1,521,336 1,521,336 54,787 -
2. BMIETE 2. OTC derivative
25 transactions 2,926,935 1,799,013 1,127,922 729,899 1,080,751 1,780,650 85,882 -

A. EF1250%EREE C. Exposures that are
LEkEE risk-weighted
at 1,250% 16,496
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7. [ B B B () 7. RISK MANAGEMENT (continued)
(T) FERRE @ (d) Credit risk (Continued)
()  1GEEEAEE) () Credit risk exposures (Continued)
RATER
B
HGEA:
AIIREL
EEREEE
Total
BT B ERRRE expostre
LRRAE XRAERR covered by
Exposures after ERIESE [REZRR recognised
recognised credit Risk-weighted RELE quarantees
risk mitgation amounts iR mEs Total or
el Bl KB Bl KB o] exposure recognised
e (i2) (i3) (i2) (i3) Totalrisk- covered by credit
N14% 2014 Total Rated Unrated Rated Unrated weighted recognised derivative
ARER Class of exposures Exposures (Note 2) (Note §) (Note 2) (Note §) amounts colateral contracts
B HEAREN A On-balance sheet
1. TR 1. Sovereign 6,715,284 6,715,286 1,400,757 23,956 - 23,956 - -
2. NEEN 2. Public Sector Entity 458,877 1,421,834 14,451 284,367 2,890 287,257 - 118,333
3 HERRSH 3. Mulilateral
Development Bank 269,888 269,888 - - - - - -
4, & 4. Bank 33,048,302 32,380,389 2,066,273 12,494,764 413,255 12,908,019 - -
5. #5H 5. Securites fim 42,545 2,361 40,184 1,180 20,093 21,273 - -
6. A 6. Corporate 71,086,039 19,141,165 45,907,049 12,645,937 45,549,046 58,194,983 4,133,933 1,102,510
1. B%EE 7. Cash items 844,505 - 4,612,236 - 333,409 333,409 - -
8 EEZE 8. Regulatory retal 14,901,604 - 14,435,546 - 10,826,660 10,826,660 277,150 179,903
9. HEi 9, Residential
mortgage loans 31,721,758 - 30,642,182 - 13,195,280 13,195,280 - 1,079,340
10. ks 10. Other exposures
el which are not past
due exposures 16,096,555 2,145,650 13,990,106 1,385,009 16,367,255 17,752,264 390,682 -
1. BEERARE 11, Past due exposures 168,482 - 168,482 - 205,402 205,402 43,090 17,184
L. EERERD B. Off-balance sheet
1. BRI 1. Oft-balance sheet
TARHY exposures other
50 than OTC derivative
TESH5 transactions or
LRERER credit derivative
EkaE contracts 1,083,233 - 1,083,233 - 1725208 1,725,208 76,121 -
2. BIMIEIR 2. OTC derivative
5 transactions 2,856,896 1,548,757 1,308,139 602,412 1,229,760 1,832,172 90,222 -

A. EF1250%EREE C. Exposures that are
LEkEE risk-weighted at
1,250% 9,818
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(Expressed in thousands of Hong Kong dollars)

7.
(d)

RISK MANAGEMENT (Continued)
Credit risk (Continued)
() Credit risk exposures (Continued)

Note:

(1) principal amount or credit equivalent amount, as applicable, net of
individually assessed impairment allowances.

(2) including exposures with ECAI issue-specific rating and
exposures which have an inferred rating (i.e. exposures which
do not have an issue-specific rating but whose risk-weights are
determined under the Capital Rules by reference to an ECAI issuer
rating assigned to the obligor of the exposure or to an ECAl issue
rating of any other exposures of the obligor).

3) exposures which do not have ECAI issue-specific rating, nor
inferred rating.

(i) Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from OTC
derivative transactions, repo-style transactions and credit
derivative contracts booked in its banking book or trading
book. The credit risk exposures associated with these contracts
are predominantly their fair values (i.e. the positive marked-
to-market values favourable to the Group). These credit risk
exposures together with potential exposures from market
movements are managed as part of the overall lending limits
allowed to counterparties. Collateral or other security is
generally not obtained for such credit risk exposures.

Settlement risk arises in situations where a payment in cash
or a delivery of securities or equities is made in expectation
of a corresponding receipt in cash, securities or equities. To
mitigate settlement risk, daily settlement limits are established
for individual counterparty on the aggregate of all settlements
on a day. The Group will also enter into netting arrangements
and make settlement on the basis of delivery against payment
as appropriate.
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7. BEREE@m 7. RISK MANAGEMENT (Continued)
(T) FERRE @ (d) Credit risk (Continued)
(i) XKBHFEEEfRANE &) (i) Counterparty credit risk exposures (Continued)
BEAREBEBRTEBITETIAGNZIRIFR Under the terms of the current collateral obligations of the
EEIGER - RiBHE2015F12 A31 B 2k Group with respect to derivative contracts, the Group estimates
o AREBGATITEEREEEEFREHA based on the positions as at 31 December 2015 that it would not
P& —MAYIER N AREIME R G (2014 4F - be required to post additional collateral in the event of one notch
) o downgrade in its credit rating (2014: Nil).
ANEE B B EBUR MR AR §I R B 5 The Group has in place the policies and procedures to control
AERE @ BIERTHEITIET Z5ERRERRR and monitor wrong-way risk, including requiring prior approval
ZHIHEBERZ before entering into prescribed wrong-way risk deals.
TRBAAEBRESIMTIERSGZEE The following table summarises the Group’s main credit
EE R BRI o exposures arising from OTC derivative transactions.
2015 2014 4
12A31H 12H31H
At At
31 December 31 December
BMTERS OTC derivative transactions 2015 2014
N EESERTE Gross total positive fair value 1,152,520 829,590
EESEEE Credit equivalent amount 2,926,935 2,856,896
RAERREE - HER Value of recognised collateral by type
—FER — Deposits 85,882 90,222
[ Fex e 2 KR Risk weighted amounts 1,780,650 1,832,172
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7. BEREE@m 7. RISK MANAGEMENT (Continued)
(T) =ERR @ (d) Credit risk (Continued)
(i) XRBHFEEEGANE &) (i) Counterparty credit risk exposures (Continued)
TERBAEESEESHBENCERRFENL An analysis of the credit equivalent amounts or net credit
[B\Fgx HAEE BN EE 2 AT © exposures, and the risk-weighted amount is summarised as
follows.
2015 2014 4
12A31H 12H31H
At At
31 December 31 December
BIMTERS OTC derivative transactions 2015 2014
HEEEE Notional amounts:
—R1T — Banks 93,087,809 89,489,496
— =B — Corporates 31,038,100 35,478,655
—Efth — Others 720,946 874,642

124,846,855 125,842,793

EESEYE Credit equivalent amounts/net
EERFE credit exposures:
—8R1T — Banks 1,690,666 1,534,486
—EE — Corporates 1,122,993 1,203,595
—HA — Others 113,276 118,815
2,926,935 2,856,896
[ Bk hngE R Risk-weighted amounts:
—R1T - Banks 675,725 595,275
—EE — Corporates 1,068,165 1,196,120
—HAh — Others 36,760 40,777
1,780,650 1,832,172
R2015%F 12 A31 B X 201412 A31 H * & There were no credit exposures arising from repo-style transactions
FREEBEARZREENERZEHNZEER and credit derivative contracts at 31 December 2015 and 31
% o December 2014.
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(Expressed in thousands of Hong Kong dollars)

(d)

(e)

RISK MANAGEMENT (Continued)
Credit risk (Continued)
(iii)  Credit risk mitigation

The credit risk mitigation techniques used by the Group are
generally those recognised by the Banking (Capital) Rules for
reduced capital weighting. Common types of collateral obtained
are cash deposits, real estate properties, as well as taxi and
public light bus medallion. For certain types of advances to
customers, the Group also places reliance on guarantees issued
by governments, public sector entities and corporates with
acceptable credit rating.

Real estate properties taken as collateral are evaluated before
the loan can be drawn. For property collateral supporting
problem accounts, their open market values are appraised at
least every six months. For property collateral that has been
repossessed, the Group’s policy is to arrange for realisation as
soon as practicable.

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.

(f)

Asset securitisation

The Group uses the standardised (securitisation) approach to

calculate the credit risk for securitisation exposures on Basel lll basis.
Standard & Poor’s and Moody’s are the ECAIs that the Group has
used in relation to each and all classes of the securitisation exposures

below.
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7. BEREE@m 7. RISK MANAGEMENT (Continued)

(B2) EEZEH b ()  Asset securitisation (Continued)

AEEZBH RO BN EEERIREEN The asset securitisation exposures of the Group represented
HEZARELBEAMBEEZERMKRETH - investment in structured investment vehicles managed by third
ZRED B ANEBIRTRTEEUAAFEFE party portfolio managers and in which the Group is an investor. The
BEZBFABEZNEHMEE + WH2007 FBHE investment is classified as a financial asset designated at fair value
FEABRE - R2015F 12 A31 8 » IZ#RIEE through profit or loss in the Group’s banking book and has been
I8 NS ZHRE - ZIEEUREEZ21.29% assessed as impaired since 2007. It is carried at a residual value of
(2014 5 : 12.66%) KIFIREEZIAR © 21.29% (2014: 12.66%) of the par value as at 31 December 2015

based on price quote obtained from the investment manager.

e
L
Bl 1,250%
EREE BREETEA
AfEE Risk-weighted Exposures deducted from
7 amount - BARE LRRE-RER “HER
EH Securitisation Outstanding at1,250% Capital Common Equity Tier 2
BRI exposures amounts risk weight  requirements  Tier 1 Capital Capital
2015% 2015
HHLAK Synthetic securitisations
—HREERETR - Structured investment
vehicles 16,496 206,201 16,496 - -
20144 2014
HHLAK Synthetic securitisations
—HREERETR - Structured investment
vehicles 9,818 122,725 9,818 - -
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7. EBEEG@ 7. RISK MANAGEMENT (Continued)

(FR) $RITRZRER (9) Equity exposures in banking book
AREEPNIGREIIRR RSO ERRE RIFERKE The Group distinguishes its equity holdings between those taken for
S EERNIEERH o A ABEENEEE strategic reasons and those taken for capital appreciation purposes
M2 RN E B BRE 2 ED T R AKBRE at inception of the acquisition. Equity holdings identified for capital
ik - mIBRBYE - BE - FRRENEEET appreciation purpose is evaluated based on rigorous investment
B RS 2 NERfEE| - REM T RIESIEfES| 1E analysis and is subject to internal guidelines on stock selection,
FHE o TSR R EEMS EEREEME - marketability, valuation, position limit, management action trigger,

and various other control guidelines. Listed equity holdings are valued
on the basis of market bid prices.

2015 2014
REI 2 B Unrealised revaluation gains
—EBEEREERBRNER 2 25 — Amount included in reserves but not
through income statement 123,415 106,230
(¥) SBRITHRZFIZEIR (h) Interest rate risk exposures in banking book
g
Currency
BT E ARY Hith &%
20156 2015 HK$ us$ CNY Others Total
R bl 2 Interest rate risk shock
EF2008F +200 basis points
—&BFEm/CRd) - Increase/(decline)
in earnings 110,000 (156,000) (8,000) (42,000) (96,000)
it
Currency
BT E AR HAth &%
20144 2014 HK$ us$ CNY Others Total
FEREREE Interest rate risk shock
EF200%F +200 basis points
— &R/ (D) - Increase/(decline)
in earnings 2,000 (203,000) (12,000) (133,000) (346,000)
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(Expressed in thousands of Hong Kong dollars)

7. RISK MANAGEMENT (continued)
(i) 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. The Operational Risk and Internal Control
Committee (“ORICC”) has been set up to oversee the operational
risk management and internal control matters of the Group. ORICC is
chaired by the Chief Executive with certain Executive Directors and
senior management as members. 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.

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 RMCC have an overall oversight of the performance and
effectiveness of operational risk management.

() 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; anti-money
laundering and counter terrorist financing; proper staff training and
supervision; staff awareness of compliance issues; 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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(Expressed in thousands of Hong Kong dollars)

7. RISK MANAGEMENT (continued)
(k) 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, ensure proper change management is in place, review business
performance and address issues arising from anticipated operational
or market changes, deploy proper resources to achieve the Group’s
objectives, and authorise management to take appropriate actions to
mitigate risks.

() Compliance with the Basel Ill Capital 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 new international capital standards commonly
referred to as the “Basel IlI” rules, the HKMA had published the
Banking (Capital) (Amendment) Rules between 2012 and 2014, and
revised SPM CA-G-5 on “Supervisory Review Process” in the 4th
quarter of 2012. The revised capital standards and related regulatory
requirements have come into force for all locally incorporated
authorised 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.

In addition to the implementation of the Banking (Capital) Rules
under the Basel lll framework in Hong Kong, two new capital buffers,
namely the Capital Conservation Buffer and Countercyclical Capital
Buffer, designed to ensure that banks build up sufficient capital to
withstand periods of stress and system-wide risk associated with
periods of excessive aggregate credit growth, would commence to
phase in starting from 1 January 2016. To align with the regulatory
requirements, DSB’s capital management framework has been
enhanced to incorporate the two capital buffers as elements in the
setting of internal capital targets for capital adequacy monitoring and
capital planning.
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7. RISK MANAGEMENT (Continued)

() Compliance with the Basel Ill Capital Standards
(Continued)

To address the negative externalities posed by systemically
important institutions, the Basel Committee established a framework
in November 2011 (subsequently updated in July 2013) for the
identification of global systemically important banks (“G-SIBs”) and
the determination of their corresponding HLA capital requirements.
Subsequently, a principles-based framework for dealing with
domestic systemically important banks (“D-SIBs”) was issued by the
Basel Committee in October 2012. Based on the latest list of G-SIBs
and D-SIBs issued by the Financial Stability Board (“FSB”) and the
HKMA respectively, DSB is neither designated as a G-SIB nor D-SIB
and is therefore not subject to further capital surcharge.

(m) 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
GRD, 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.

DAH SING BANKING GROUP LIMITED | ANNUAL REPORT 2015

303



REEZH AR
UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG DSBG

(AR Tz dR) (Expressed in thousands of Hong Kong dollars)

7. [ B B B () 7. RISK MANAGEMENT (continued)

(00) AT BERENAE (n) The role of Internal Audit

AEB 2 AFEZRE— B - B8 KEEREME The Group’s Internal Audit Division is an independent, objective
BRI SR RBCEERAEEER KL assurance and consulting unit, which is designed to focus on
EFTR AT B A BRI o SRR — B FEBITES enhancing and sustaining sound internal control in all business and
EEFNEEEREZESELNE LNER - K operational units of the Group. The Division reports functionally to the
EPEZEEE S B TREARRIEHEE - Group Audit Committee, which is chaired by an Independent Non-
MG RIEER - BIEMEZRBE ABRASEE Executive Director. The Division conducts a wide variety of internal
I RF A TR « R 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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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF DAH SING BANKING GROUP LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Dah Sing
Banking Group Limited (the “Company”) and its subsidiaries set out
on pages 93 to 275, which comprise the consolidated statements
of financial position as at 31 December 2015, 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.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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.

AUDITOR’S RESPONSIBILITY

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 405 of 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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AUDITOR’S RESPONSIBILITY (Continued)

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.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Company and its subsidiaries
as at 31 December 2015, and of their financial performance 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, 23 March 2016
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41T Branch 3k Address B Tel {EH Fax
RHFBTERAT

Dah Sing Bank, Limited

EREDT

Hong Kong Island Branches

BEED1T BB 20 5%

Aberdeen 20 Wu Pak Street, Aberdeen 2554 5463 2554 0843
SEBEPOLDIT BREBE18EER LML —1E 105%4

Admiralty Centre Shop No. 10, 1st Floor of the Podium, Admiralty Centre, 3110 1886 3110 2818

No. 18 Harcourt Road

thRE 1T S S S BT B 5518 482 5%

Causeway Bay 482 Hennessy Road, Causeway Bay 2891 2201 2591 6037

FES T fEEER 19 SIRBANEH T ASR A

Central Shop A, G/F, Worldwide House, 19 Des Voeux Road Central 2521 8134 2526 9427

BELDTT 3238 293-299 5= A EH T 15-22 5% & K i

Fortress Hill Shop No.15-22, G/F and basement, Empire Apartments, 2922 3389 2887 7604
Nos. 293-299 King’s Road

ETITEDT HTITE 108 AFT SR O T BREh

Gloucester Road Shop B, G/F, Dah Sing Financial Centre, 108 Gloucester Road 2507 8866 2507 8654

8 5 i 2 17 S RS A 13 5E 2 A E M T ASRER

Happy Valley Shop A, G/F, Kam Yuk Mansion, No. 13 Yuk Sau Street, 2572 0708 2572 0718
Happy Valley

BB DT L5 B AT 100 SEASE IR IEFT I T G59 57

Heng Fa Chuen Unit G59, G/F, Heng Fa Chuen Paradise Mall, 100 Shing 2558 7485 2889 2520
Tai Road, Chaiwan

HEBEAT BT BB 164 5%

Johnston Road 164, Johnston Road, Wanchai 2572 8849 2891 3743

BRI 51T TEIERA25 OB T A2 SR R 1 EAE

Kennedy Town Shop A2, G/F, & Unit A, 1/F, Man Kwong Court, 12 Smithfield Road 3101 3883 2960 0790

BT 218 433-437 SRR N E

North Point Chu Kee Building, 433-437 King’s Road 2561 8241 2811 4474

BEEHIT LHEEE57-87 SEARIEM T GB LA

Shaukiwan Shop G8, G/F, Tai On Building, 57-87 Shaukiwan Road 2568 5271 2567 5904

BEEEDIT 2R ARET443-453 571 T 15-16 55748

Shek Tong Tsui Shop No. 15-16, G/F, 443-453 Queen’s Road West 2857 7473 2108 4539

ERP1T FIREHET 2885 HBEFEAEM T B2 RFAE—EB=E

Sheung Wan G/F & 1/F, No. 288 Des Voeux Road Central, Sheung Wan 2851 6281 2581 2216

RKEH DT AN A RE 198 & B & 3 T 501 5k &l

Taikoo Shing Shop No. G501, On Shing Terrace, No. 28 Taikoo Shing 2884 4802 2884 3151

Road & No. 1-9 Tai Yue Avenue, Taikoo Shing
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417 Branch ik Address £ Tel BE Fax

RERITHRA A

Dah Sing Bank, Limited

hEEBD1T

Kowloon Branches

REHDT ByERCEET 105 T A

Shing Yip Street Shop A, G/F, 10 Shing Yip Street, Kwun Tong 2191 8103 2191 8723

AWD1T AIMEDNE 28 SR EERIM T3 R 451129 R 212 35k 4

Hunghom Shop No. 3 and 4 on G/F, Shop No. 2 on 1/F and Shop 23658110 2363 5917

No. 3 on 2/F, Cheron Court, 28 Wuhu Street, Hunghom

EBR1T R RHUE 335 5%

Jordan 335 Nathan Road, Jordan 2385 0161 2782 0993

BUES1T BUERZEAFELTR O T 7-9 555

Kwun Tong Shop Nos. 7-9, G/F, Yee On Centre, 45 Hong Ning Road, 2389 3911 2389 8239

Kwun Tong

BEHT ML EES —1E 1101 2110255

Lok Fu Shop Nos. 1101 and 1102, 1/F, Lok Fu Plaza, Wang Tau Hom 2337 6300 2337 6922

EFHWPBDIT FEF U AR FE 10A T~ N26E & F 5= 47

Mei Foo Sun Shop No. N26E & F, G/F, 10A Nassau Street, Stage V, 2370 2660 2370 2006
Chuen Mei Foo Sun Chuen

HADT T £ 238 697 5%

Mongkok 697 Nathan Road, Mongkok 2394 4261 2391 9104

AR 21T KT RER A 124 55T

Shamshuipo G/F, 124 Fuk Wing Street, Shamshuipo 2361 0951 2958 0985

EREEES T NEEEEEES — B~ F5A-F6A 5

Telford Gardens Units F5A-F6A, Level 2, Telford Plaza |, Kowloon Bay 2927 4130 2755 4967

TIES1T 4T85 245B [ 247 SR =SB E 2 Bty

Tokwawan G/F, Mei King Mansion, Phase Il, No. 245B and 247 Tokwawan Road 2365 9035 2363 5696

BERDIT 1 BB (£ 187 9 5% PopCorn 935 1 T~ /8 G58 58 g 4

Tseung Kwan O Shop G58, G/F, PopCorn, 9 Tong Chun Street, Tseung Kwan O 2752 1223 2752 1098

#E R S EBIE R OB =127 54
HFEBEP DT

Tseung Kwan O Shop 127, Level 1, Metro City Plaza Ill, Tseung Kwan O 2927 2101 2702 2305
Metro City Plaza

RDEHAT K IHRZNE 66-705E £ EAE

Tsimshatsui Golden Crown Court, 66-70 Nathan Road, Tsimshatsui 2366 9121 2311 1491
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44T Branch ik Address E5F Tel BE Fax
RERITHRA A

Dah Sing Bank, Limited

hEESDIT

Kowloon Branches

BERLDTT =AU IEEAT 103 SR E AL 03 T G3C 5k Ed

Wong Tai Sin Shop No. G3C, Ground Floor, Wong Tai Sin Plaza, Wong Tai Sin 2326 5165 2350 0894
JH i 3t 2 4T R b S EE 561 5%

Yaumatei 561 Nathan Road, Yaumatei 2782 1339 2385 9285

HREDT

New Territories Branches

BEDT FORELS IRATT SRR R ES 112116 5%

Kwai Fong Shop No. 116, First Floor, Kwai Fong Plaza, Kwai Fong Estate, 2487 8033 2489 1253
177 Hing Fong Road, Kwai Chung

BRLESDT SRR ILI7R D 5K 608 5% 55 #2111 &35 =1 335 55t

Ma On Shan Plaza Shop 335 on Level 3, Ma On Shan Plaza, 608 Sai Sha Road, 2929 4137 2633 3432
Ma On Shan

BEXRE DT FIX SR 33 5% 5 X4k 108 D-E &l

Maritime Square Shop 108 D-E, Maritime Square, 33 Tsing King Road, Tsing Yi 24351368 2435 1582

BB DT P9I 22 B% 168-236 5845 11 & 93-95 55 &

Ocean Walk Shop 11 and 93-95, Ocean Walk, 168-236 Wu Chui Road, Tuen Mun 2404 6931 2404 7130

PHEAT YO HAFE AR T 9 SR

Shatin Shop 9, G/F, Lucky Plaza, Shatin 2606 3533 2601 2413

WRES AT 8 IEE 288 i T

Sha Tsui Road G/F, No. 288 Sha Tsui Road, Tsuen Wan 2615 1510 2615 1099

Exp4T _OKET &K 55-59 SEIKRRIEM T B R

Sheung Shui Shop B, G/F, Siu Kai House, 55-59 San Fung Avenue, Sheung Shui 26715030 2672 1533

RFHAT RN R 1 SRS T 53 5% K& 54 55 4

Tai Po Units 53-54 on Level 1, Tai Po Plaza, No.1 On Tai Road, Tai Po 2667 2588 2664 3637

RKESTT YD H K B 55-56 SEFEIE T 14-18 SRS EEM N 1 R 25048

Tai Wai Shops 1 and 2 on Ground Floor, Grandeur Garden, 2691 1272 2606 1531
14-18 Chik Fai Street, 55-56 Tai Wai Road, Shatin
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41T Branch ik Address E5 Tel fHE Fax

RHFBITHRDF
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Dah Sing Bank, Limited
MREDT

New Territories Branches

RKERT
Tin Shui Wai

28T

Tsuen Wan

BT

Tuen Mun

RBAT
Tung Chung

BEDT

Fanling

B ILESTT
Yuen Long Castle
Peak Road

TLRARKEI R EHT 3SR R AL S0 R AR P45 148 L120 SRéH
Shop No. L120, First Floor, Tin Shing Shopping Centre,
Tin Shing Court, 3 Tin Ching Street, Tin Shui Wai, Yuen Long

HERME14-16 R FHNE

Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan
PR 2 1B 52-62 SR S EH T 458 R 5574

Shops 4 and 5 on G/F, Man Cheung Mansion,

52-62 Tuen Mun Heung Sze Wui Road

NI L) BROP B SR A7 1 SR SRR VBB b T~ 23 SR 4

Shop 23, G/F, Tung Chung Crescent, 1 Hing Tung Street,
Tung Chung, Lantau Island

1358 B AL 88 SR TEEE S N A11-A14 ]2 110-112 SR8/
Shop Nos. A11-A14 and 110-112, Ground Floor, Flora Plaza,
No. 88 Pak Wo Road, Fanling

TLEAS LI AR TTRAER 162-168 kB A1 T~ CoR4H
Shop C, G/F, Len Shing Mansion, 162-168 Castle Peak Road,
Yuen Long

2448 9008

2492 8102

2441 6218

2109 3484

2677 8830

2479 4555

2448 9112

2415 0984

2441 6613

2109 4353

2669 9950

2479 4522
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41T Branch

ik Address

E5F Tel

BRAEXRTROBRAA

Banco Comercial de Macau, S.A.

B D1T

Macau Branches

AT RS RE 572 5%

Main Branch Avenida da Praia Grande, No. 572 (853) 8791 0000
REDT FLERRE ARG 4355 B

Almirante Lacerda

Avenida Almirante Lacerda, No. 43B

(853) 2831 6191

EDBAIT BAIRE %5818 K5 ¥ 30-30E 5%
Areia Preta Estrada Marginal do Hipédromo, Nos. 30-30E (853) 2837 8262
BTEST SRPI = LK BB 53-50 5k T ir )+ 528 A,B,D £

Horta e Costa

Avenida Horta e Costa, Nos. 53-59, R/C,
Edf. Grand Oceania, Lojas A,B,D.

(853) 2821 6523

BERT BAIRGE G EEN P 13 Bt T~ A

Kin Wa Estrada Marginal da Areia Preta, S/N, (853) 2845 0759
Edf. Kin Wa, Bloco 13, R/C, Loja A

B 51T KT 40-42 57 AR

Mercadores Rua dos Mercadores, Nos. 40-42, R/C A (853) 2857 2610

2SI REHEES315-363 FELFIR O T OM

Nape Alameda Dr. Carlos D’ Assumpgéo, Nos. 315-363, (853) 2872 2515
Edificio “Hot Line”, R/C, Loja “O”

BEEM T & 2T 4-6 5%

Palha Rua da Palha, Nos. 4-6 (853) 2837 3762

AT ASTT AFTE 2957

Ponte e Horta

DRAD T
Ribeira do Patane

Praca Ponte e Horta, No. 29

E=ITR 40255
Rua do Visconde Paco d’Arcos, No. 402, R/C

(853) 2837 8704

(853) 2895 2942

Ao BB E -+ — MRS 18 E“CC” &
Toi San Rua Onze Bairro Tamagnini Barbosa, S/N, (853) 2823 8483

Jardim Cidade Nova, Bloco 18, R/C Loja “CC”

&KFB1T

Taipa Branches

RFEHBDIT PR ERL TR FAEL — TR T | 4

Prince Flower City Rua de Evora, Prince Flower City, Lai San Kok, R/C I, Taipa (853) 2884 2788

BEST K BRA G EEESIEE F i

Tak Fok Avenida de Kwong Tung, S/N, Edificio Tak Fok Seaview Garden, (853) 2882 1308
R/C, Loja F, Taipa

BERDT

Coloane Branch

BIBOIT IR SR 955D

Coloane Largo do Matadouro, No. 9-D, Coloane (853) 2888 2374
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417 Branch

ik Address

T Tel

RERIT (FE) BRAF
Dah Sing Bank (China) Limited

BT RN 28 1R R SR 5047 SR F R IRITAE 1618
Head Office 16/F, Ping An Bank Building, 5047 Shennan Dong Road, (86-755) 2519 9033

YA 1T
Shenzhen Qianhai

Luo Hu District, Shenzhen

RYIT R IR e A TR S BB 226 (JLE) 4-7 BREHE 123
Shop 123, Building 4-7, Zhuo Yue Wei Gang (North), Industrial
Road 7, Shekou, Nan Shan District, Shenzhen

(86-755) 2238 5500

Sub-Branch
BMND1T BR & EM TSR AR 604-2 5% K RITAE 1AM
Guangzhou 2/E015%T
Unit 01, 1/F-2/F, Dah Sing Bank Building, 604-2, (86-20) 8116 0888
North Renmin Road, Yue Xiu District, Guangzhou, Guangdong
EBH1T EEMHREREZILKE65:1/EBE
Shanghai Room B, 1/F, 86 North Cao Xi Road, Xu Hui District, Shanghai (86-21) 2411 3388
MEDTT AFEEmEEmRARSIEK1365%1-2 2
Nanchang 1/F-2/F, 136 Dieshan Road, East Lake District, Nanchang, Jiangxi  (86-791) 8688 7333
BT DT T ERA ST T R O [ AR AR 59 5%
Zhenjiang 59 Jiefang Road, Jing Kou District, Zhenjiang, Jiangsu (86-511) 8530 9999
BT FEER & 8 1L T R R A K R B B 8 SR B B IR S B S

Foshan Sub-Branch

1EE111 88 - 12048

Shop 111, Shop 120, No. 1 Bauhinia Building,
Starcrest, 8 Jinyuan Road, Guicheng,

Nanhai District, Foshan, Guangdong

(86-757) 8513 3555
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Paper from responsible sources

R B R T A AR R M A 3R
FSC™ C006398

Dah Sing Banking Group Limited X¥iiR{TSREHR LA F
36/F, Dah Sing Financial Centre, 108 Gloucester Road, Hong Kong
BERETIHEBE T/ URAFEEF L =178

Telephone & &% : (852) 2507 8866

Facsimile {EE : (852) 2598 5052

Website — #84F : www.dahsing.com
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